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CHAPTER I 

INTRODUCTION 

The structure of the livestock industry in the United s·tates 

has unde�gone change in the past three decades. Integration, scale 

economies, changed eating habits, production and processing innova

tions, decentralization and increased demand for services have all 

affected the market structure. During this change, however, livestock 

auctions have remained important outlets for marketing livestock. 

Since the establishment of the first auction at Yankton in 

1930, livestock auctions in South Dakota have become increasingly im

portant. 1 By 1937 the number had increased to 34. In 1964 there were 

58 auctions ?perating in the state handling a� annual volwne of almost· 

three million head of livestock. The growth in annual receipts at 

auctions for the period 1937-1964 ls shown in Figure 1. 

In the early stages of development of the auction industry, 

existing conditions in transportation and prod�ction largely limited 
.. 

the distance from which firms could procure livestock. As a result, 

most firms were too small to attain any significant degree of effi

ciency in their operations . High costs of operation were usually 

passed on to the producers through _the charges that were assessed by 

the auctions for handling and selling the livestock. 

1 Dale E. Roth, Livestock Auctions� South Dakota, Unpublished 
Master's Thesis, Department of Economics, South Dakota State College, 
June 1959, Brookings: p. 14. 
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In recent years, however, the continual development and im

provement ln roads- and truck trarisportatlon, along with the trend ln 

l ivestock production toward fewer but larger _producers, has reduced 

the time and cost of transporting livestock . As a result, the dis

tance from which auction firms can procure livestock has become 

greater. With a larger supply area, the potential size of auction 

f irms has increased. With the increase in firm size should come 

greater operational efficiency and ultimately, lower marketing 

charges and costs. Thus, the primary purpose of this study is to 

examine the cost structure of the livestock auction industry in 

South Dakota and to determine any relationship between cost, volume 

and marketing charges . 

Objectives 

The specific objectives of this study are: 

(1) To examine the development and growth of the auction industry. 
in South Dakota in recent years with particular respect to 
change in.industry and firm size. 

(2) To determine the relationship between cost and volume. 

(3) To determine the relationship between volume and marketing 
charges. 

Procedure 

This study represents one phase of the North Central Regional 

Project NCM-36 entitled "Long Run Adjustments in Livestock Market 

Organization in the North Central Region." The specific objective of 

this phase of the regional project was to compare operational costs 

for alternative systems of marketing. In accordance with the 

3 



regional project, o·ne objective of this study was to estimate the 

operational costs for livestock atictions of various sizes.· 

4 

Managers of the 58 auctions were conta�ted by' personal inter

views and asked to supply information pertainin.:s to volume, operati[\g. 

costs and market1ng charges of the auctions. Additional data were 

also obtained with regard to changes in the operation of auctions 

.for the period 1956-1964. Usable schedules were _obtained from SO 

auctions. To obtain more complete cost information, grouped data 

were supplied by the reg·ional office of the Packers and Stockyard 

Commission. Due to differences in the methods of reporting and 

classifyin� costs, the cost data obtained from the Packers and Stock

yards Cormnission and those from the schedules were not identical. The 

analysis in this study is based primarily on the cost data obtained 

from the Packers and Stockyard Commission. 

In order to make size comparisons, the auctions were divided 

into three categories on the basis of the number of livestock marketi�g 

units handled in 1964. To be consistent with previous North Central 

Regional studies, a marketing unit was defined as one head of cattle, 

three hogs and fiv� sheep.2 One limitation of this definition is that 

the cost to the auction of handlin3 a marketing unit of one species of 

1 i vestock may not be exactly the same as for a market! ng unit of some 

2 Richard R. Newberg, Lives tock Market i � in the �or th Central 
Region III: Auction Marke·ts, Ohio Agricultural Experi�t Station 
Research Bulletin 932 and 1orth Central Regional Research Publication 
149, December 1963, p. 19. 
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other species. However, for the purposes of this study it was decided 

that the above def·ini tion was satisfactory. The size groups selected 

were: 

Large auctions: 
Medium auctions:" 
Small auctions: 

50,000-or more marketing units. 
30,000 to_49,999 marketing units. 

less than 30, 000 marketing units. 

Because of differences in both the type of livestock marketed 

and the proportion which each species makes up of the total volume in 

various areas of the state, _the auctions were also grouped by geo

graphic area. For example, in one part of the state slaughter hogs 

account for a much larger proportion of total volume than in the rest 

of the state. It was believed that such differences might have a 

major effect on operational costs. The auctions were grouped into 

five areas (Figure 2) determined on the basis of similarity in both 

the types and species of livestock marketed. For convenience, county 

lines were used to establish boundaries. 

Average costs we.re classified into variable and fixed costs. 

For each auction size group, the costs were placed on a per marketing 

unit basis. 

Due to differences in the methods used to assess marketing 

charges, it was necessary to base marketing charge� on specific 

classes of livestock. Most auctions assess charges on a straight per

head basis. However, a substantial number assess charges, especially 

tor cattle, on the value· of the livestock. Charges based on value are 

�sually assessed· either on a straight percentage of the gross value 

of the livestock consignment or on the per-head value. Auctions 

'1 
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which assess charges on a straight per-head basis assign specified 

charges for different classes of ·each species of livestock. The 

classes are delineated on the basis of both weight and type. The 

specific classes of livestock upon which the marketing charges in 

this study are based were believed to be reasonable estimates of 

the prices for these classes of livestock during 1964 . The classes 

chosen were: 

Cattle: 500 lb. feeder at $24 cwt. 
Hogs: , 200 lb. slaughter at $20 cwt. 
Sheep: 100 lb. slaughter at $20 cwt. 

It was assumed that marketing charges for other. classes of 

livestock would be comparable. 

Theoretical Framework 

Conventional theory of the firm provides the framework for 

the analysi� of this study.3 In general, a firm may be defined as 

7 

an institution 'Which buys raw materials, transforms them, and then 

resells the new product or service with the purpose of making a 

profit. An operating firm is faced with prices for the resources it 

uses which are the costs of factor inputs used in the transformation 

process. Also, there is given in the market a price for the finished 

product or service. At different levels of output, the firm is faced 

with varying costs of production and subsequent revenue from its sale. 

3 For a more detailed discussion of conventional theory of the 
firm, see Richard H. Leftwich, � Price System� Resource Allocation, 
Second Edition (New York: Holt, Rinehart and Winston, 1966), Chapter 8.  
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The productive inputs may be partitioned into: (1) those in

puts that are a function of time arid, therefore, independent of ·the 

volume of products or services provided and (2� those· inputs that vary 

with the volumes of products or services forthcoming. When these 

inputs are combined in the production process, they provide a physical 

production function which describes the relationship between the level 

of inputs and the level of outputs for a particular firm and time 

period. 

When the relevant prices are applied, the inputs appear as 

fixed and variable costs. Fixed costs include such items as deprecia

tion, taxes and insurance while variable costs incluae items such as 

labor, utilities and supplies. Toge ther the variable and fixed costs 

reflect changes in costs .of operation for different levels of output. 

The cost relationships may be expressed by either total cost curves or 

average cost curves. 

The short-run average cost curves (SAC) shown in Figure 3 rep

resent the short-run avera�e cost curves for individual firms operat

ing at various levels of output with a given plant size. They show 

the changes in avera.ge costs of a firm at different levels of output. 

An increase in output of A to B results in a more efficient combina tion 

of variable and fixed resources and reflec ts increasing returns to 

fac tor inputs. Economies such as these resul t from the spreading of 

the overhead, or fixed, costs over a lar1:;er ou tput. Beyond this level 

of ou tput, per unit costs increase because the decreasing re turns 

which occur as factor inputs are added more than offse t the advan tages 

of spreadi� the overhead costs over a �reater outpu t. 
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Average Cost 

A B C 

Output 

Figure 3. Hypothetical Short-Run Average Cost Relationships. 

In the long-run, however, all costs or inputs are variable. 

Therefore, by making appropriate adjustments in plant size, firms 

can operate at optimum levels for different outputs. This is illus

trated by the lower per unit costs of plant IV compared to plant III� 

The reductions in per unit costs which result from appropriate adjus�

ments in plant size are referred to as economies of scale. These 

economies may result from improvements in the organization or methods 

of production made possible by a l�rger scale of operations resulting 

in savings in the labor, material, or equipment requirements per unit 

of output. They may also result from purchasing supplies and materials 

in large quantities. However, when the firm becomes so large that 

management can no longer be operated efficiently, unit costs rise and 

diseconomies occur. 
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If it were p6sslble to obtain short-run average cost cu·rves 

for an infinite nwnber of firms of _different sizes operating at their 

most efficient outputs, an envelope curve could be drawn tangent to 

these individual plant curves as shown in Figure 3. This curve would_ 

show the cost changes associated with cha[\8es in the plant size and · 

could be called a long-run planning curve for firms. 

In any particular firm there are technical restrictions which 

control and determine the relationship between the input of productive 

factors and the outputs of products and services. These physical 

restrictions in auctions may include the arrangement of pens and 

equipment, the integration of the total operation and the abilities 

of the manager and laborers. 

There are several· characteristics of auction firms which differ 

from production-oriented firms . Although these differences do not 

seriously influence the applicability of theory to auction operations, 

an awareness of them is essential. 

First, auction firms are providers of services rather than 

producers of goods, acting as selling agents for consignors of ·live-. 

stock. As service establishments, factor inputs consist only of 

resources necessary to provide the services. Since auction firms do 

not procure and transform raw materials into finished products, they 

must look to their internal operations for all efficiencies and to. 

increased volume for higher levels of revenue. 

Second, auction firms usually operate only one or two days per 

week. This severely affects operational efficiency and leads to 



higher unit costs. Based on a five-day week, a plant operating only 

one day a week is op�rati ng at only - 20 per cent of its potential. 

capacity. Th is means that f ixed costs of auctions are- approximately 

five times as large per unit as would be if they operated daily with 

comparable sale volu�es. 

Th-ird, compared to product ion-oriented firms, auction firms 

have little advance knowledge of, or control over, their supply. As 

public agencies, they must accept all livestock delivered to them on 

or before the day of the sale. As such, auction operators usually 

construct facilities sufficient to handle the maximum volume of 

11 

·11vestock that is expected to he received on any one·day. However, 

because of weekly and seasonal fluctuations in marketing, the avera.�e 

volume handled per sale is usually much less than the maximum and, 

consequently, auctions operate through most of the year w ith con

siderable exce-ss capacity.· This excess capacity causes higher f_ixed 

costs. 

Lack of pr ior knowled�e of supply also affects labor eff iciency 

and costs. Prior to the day of the sale, an auction operator must 

arrange for a labor force to handle the volume of livestock that he 

anticipates will he received. The number of employees hired may be 

�reater or less than that required to handle the actual volume. Th is 

means that labor costs per unit will be higher than would be if the 

supply of livestock for any one sale ·day could be regulated. 



CHAPTER II 

GROWTH OF AUCTIONS 

Industry Size 

12 

Cattle are the high volume species of livestock sold through 

South Dakota auctions. In 1964 over 1. 5 million cattle were sold 

through auctions, an increase of 26 per cent over 1956.4 The 930,000 

hogs sold at auctions in 1964 represents a 53 per cent increase over 

the 1956 volume. Sheep and lamb transactions were about the same 

with 384,000 head handled in both 1956 and 1964 (Table 1). 

The proportion of livestock movi� through auctions has in

creased also. The proportion of South Dakota livestock marketed 

through auctions in 1964 shows an increase over 1957 of 14 per cent 

for cattle, 3 per cent for hogs and 15 per cent for sheep (Tabl� 2).5 

The proportion of cattle and ho�s moving through the terminal market 

decreased substantially as did that of cattle and sheep marketed 

directly to  other farmers. 

The volume of live·stock sold at auctions is influenced to 

some extent by traders who move livestock from one auction to another. 

No estimate was made of the number of these transactions but auction 

operators reported that some double _counting did exist. 

4 Fiscal years. 

5 Calendar years--years used hereafter are fiscal years. 



TABLE 1 

NUMBER OF CATTLE, HOGS AND SHEEP-MARKETED 
AT AUCTIONS, 1956 AND 1964 

13. 

Cattle Hogs Sheep Marketing 
U_nits 

(thousands) 
1956 1,253 606 384 1�532 

1964 1�584 930 384 1,971 

Source: South Dakota Livestock Sanitary Board, Annual Report of the 
South Dakota Livestock Sanitary Board, State Office Building, Pierre, 
South Dakota, 1957 and 1965. 

Terminal 
1957 ., 1964 

Cattle 38 29 

Hogs 50 42 

Sheep 28 31 

TABLE 2 

METHODS OF MARKETING LIVESTOCK IN 
SOUTH DAKOTA, 1957 AND 1964 

Other 
Auctions Packers r .. armers 

1957 1964 1957 1964 1957 1964 

(Per cent) 
34 48 6 11 18 9 

20 23 2 6  28 2 3 

· 19 34 17 14 30 15 

Other 
1957 1964 

4 3 

2 4 

6 6 

Source: South Dakota Crop and Livestock Reporting Service, South 
Dakota Agriculture 1965, Sioux Falls, South Dakota, 1965, pp. 46-48. 

2C4356 
SOUTH DAKOTA STATE UNJVERSITY LIBRARY 



Firm Size 
- --

Volume 

The number of auctions in operation in South Dakota has re

mained relatively constant during the period 1956-19 64. Although 

some firms have left the industry , new ones have taken their place. 

There lrere 58 auctions operating in both 1956 and 19 64. The firms 

in 1964, however, handled a much larger volume of livestock. 

In 1956 more than two-thirds ( 69 per cent) of the firms 

handled less than 30, 000 ·marketing units of livestock. · By _ 1964 

· only 52 per cent of the auctions fell in this category ( rable 3 ). 

The percentage of firms handling over 50, 000 marketing units during 

this period doubled with 24 per cent of the firms in this category 

· ln 1964 . The average marketing units per auction increased from 

26,410 units in 19 56 to 33, 97 6 in 1964. The largest increase was 'in 

the sale of cat tle. Cattle sales averaged 21, 603 head per auct-ion 

in 19 56 compared to 27, 309 head in 1964. A similar, but smaller, 

increase is also shown for hogs, while sheep transactions remained 

relatively unchanged (Table 4) . 

14 



TABLE 3 

NID-IBER -AND PER CENT OF AUCTIONS I N  EACH SIZE 
CATEGORY,  SOUTH DAKOTA , 1956 AND 1964 

Auction Si ze. 1956' 1964 1956 1964 

Small 

Medium 

Large 

(number) 
4·0 30 

11  

7 

14 

14 

TABLE 4 

(per cent) 
69 52 

19 

12 

24 

24 

AVERAGE NUMBER OF ANIMALS HANDLED 
PER AUCTION, 1956 AND 1964 

15 

Cattle Hogs Sheep Marketing Units 

1956 

1964 

2 1,603 

27,309 

� 
Operations 

Personnel 

10,442 

16, 030 

6, 620 

6 , 6 15 

26,410  

33,976 

With rela tively large increases in volume during the period, 

many firms were forced to hire additional personnel. One-half of the 

. auctions employed more workers in 1964 than in 1956 (Table S). Two 

auctions doubled the number of workers employed while four auctions 

indicated increases of over 50 per cent. 
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TABLE 5 

PER CENT OF -LIVESTOCK AUCT IONS EXPANDING. FAC ILITIES . 

AND PERSONNEL DUR I NG  THE PER IOD, 1956- 1964 

'IyPe of (Au·ct ion Size) Al l 
Expansion Large Medium Smal l Auctions 

(Per Cent) 
Personnel so 50  52 51  

Yards 75 9 3  8 3  82 

Barns 25 36 7 16 

Very few full- time or part-time personnel were employed. Smal l 

auctions employed an average of one full- time worker , medium auctions-

two� and large auctions-- five (Table 6) . 

Type of 
Worker 

TABLE 6 

AVERAGE NUMBER OF WORKERS EMPLOYED 
BY SOUTH DAKOTA AUCTIONS , 1964 

Large Medium 

Sa le day only 34 2 1  

Ful l time 5 2 

Part time 1 2 

Total 40 25 

Smal l  

18 

1 

20 
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Large auctions · employed an average of 40 workers as compared to 

25 and 20 for medium and small auctions, respectively. Most ·of the 

additional workers of large auctions were employ�d only on the sale 

day. However, large auctions hired an average of less than twice as 

many sale day employees as small auctions for a volume of more than 

four times as large. Medium auctions handled an average volume of 

livestock more than twice as large as small auctions with only · a 

small increase in personnel. Comparing the ratio of sale day workers 

to total volume may be somewhat misleading because the average length 

of time to complete auction sales usually increases,. although less 

than proportionally, as volume increases. This may be one reason 

for the relatively small increase · in number of sale day employees for 

the larger volumes handled by medium and small auctions. 

Growth and Utilization of Facilities 

In order to handle increasing volumes, many auctions expanded 

the size of their existing facilities. Since 1956, firms have sub

stantially increased their investment in facilities and equipment. 

In 1964 the average investment in fixed facilities and equipment was 

$108,925 for large auctions, $70, 572 for medium auctions and $40, 498 

6 for small auctions. This represented an investment of $ 1. 58, $ 1. 74 

and $2. 29 per marketing unit for large, medium and small auctions, 

respectively. 

6 After accumulated depreciation. 
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During thi s  per' i od , 4 1  auct ions expanded their facilitie s to 

hand le  larger volume s - of  l i ve stock. · over 80 per cent or' the auctio ns 

increa sed the capac i ty of their yard s and 1 6  per cent added addit 'i onal 

barns ( Table 5 ). One auct i on increased i t s  yard faci litie s to handle 

three times a s  large a vo lume. Two auctions bui l t  additional ring s 

while severa l added overhead walkways. Many of  the auctions made 

major improveme nts in existing facilitie s. 

It may be that many of the f irms hav� expanded their facilities 

to hand le  expected increa s� s  in volume rather than present volumes. 

this is cer tainly suggested by the utilization of their faci lities in 

19 64. 

Estimate s were rece i ved from the auc tion managers  as  to the 

number of marke ting uni ts that could be handled in their yard s at any 

g iven time. Th i s  amount was multip l ied  by 5 2  ( one sale  per week ) to 

determi ne the po tent ial capacity. There i s  some subjectiv i ty in . 

bas ing potential capacity on one sal e  per week because  some auctions 

ho ld two or more sa les  each week. However , the yards a nd facilities 

are available for use each day of the week whe ther they are used  or 

not. 7 Auc t i ons with limited yard space have . the alternative of 

e ither expa nding or more fu lly utilizing exi sting yard s  by holding 

add itiona l  sales.  

7 On this  basis the potential capacity could be based on six 
sa les per week. This would decrease the per  cent of utilizatio n but 
would  not change the relatio nship s between auctions. However , the 
market supp l y  available each week would  not warrant dai ly sales. 



The degree to wh i ch auct i ons ut il i zed the ir yard capac i ty was 

computed by d i v id i ng the number of market i ng  uni ts sold ·1n 19 64 by the 

potent i al number they could have hand led. On th i s  basis auct ions 

only util i zed the ir yard s an average of 22 per cent of capac i ty 

(Table 7 ) .  

Area 

I 

II 

I I I  

I V  

V 

Average 

TABLE 7 

PER CENT OF YARD CAPAC I TY UT I LI Z�D BY AUCT IONS, 
BY S IZE AND AREA, SOUTH DAKOTA, 1964 

Large Med ium Small 

(Per cent ) 
44 30 25 

30 7 2 3  

29 20 2 1  

25  18 1 1  

2 3  1 7  13 

29 18 18 

All  

Auct ions 

31 

20 

24 

.18 

18 

22 

The fac il i t ies_ of large auct i ons were more fully ut il i zed than 

those o f  med ium and small auctions. One reason f or thi s  may be be

cause a greater percentage of larEe auct i ons held two or more sales 

per week.  All large auct ions in Area I held two sales per week which 

part i ally accounts for the ir h igher degree o f  capac i ty ut ilizat ion. 

However� all si ze groups of auct i ons in Area I u til i zed the ir yard 

capac i ty more than auctions i n  o ther areas, espec ially in  Areas I V  and 

v. 

_rS' 
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The differences · in the ut i l i zat ion of yard capacity in the 

various areas probably ref lects the vary i ng degrees of seasonality in 

marketit\s. The seasona l market ing pattern affec�s the auc t ions in 

Areas I V  and V more than in other areas because a major portion of 

the volume consists · of feeder ca ttle  wh i ch are usual ly marketed in 

l the fa l l  or ear ly winter. Auct ions in o ther areas are not as depen-_ 

i dent upon any one type of livestock. Auc t ions i n  Area I are less 

· affected by seasona l i ty be cause they handle substant ial volumes -of 

both cattle and hogs. 8 Th i s  probably exp la i ns their high u t i lization 

of faci l i t i es. 

Al though th is  study d i d  not ob ta in data on the degree to 

which auct ions ut i l i zed the ir other fac i l i t ies  and equ ipment a close 

corre lat i on was assumed between the u t i l i zat ion of yard and other 

faci l i t ies. 

The re lat ive ly low degree of ut i l i zation of  yard capac i ty 

shown above i nd icates · that much of the expansion wh i ch occurred 

during the period was no t warranted by the vol ume of l ivestock 

marke ted in 19 64. 

Advertisi ng 

One o f  the major reasons why the auct ion industry has ex

perienced increasi ng vo lumes and a larger share of the market - du-ring 

the period 1 9 5 6- 1964 may be because of the increased emphasis p laced 

8 Auctions in Area I accounted for over one-half  of the total 
hog rece ipts of auct ions in 19 64 �  



2 1  

. on advertis i ng . The i ncrea se i n  advert i s ing wh i ch has take n place in 

the industry du r i ng th i s  per iod i nd i ca te s  that compe ti t ion among 

auct i ons a nd be tween auct ions and o ther marke t it\.s ag e ncies for cons lgn

· ments of live stock i s  i ncreas i �� -

Approx imate ly three- fourths ( 70 per cent ) o f  the medilun and 

sma l l  auct i ons had expanded the i r  prog rams compared to one- ha l f  of 

the larse  auct ions . There are three pos s i h l e  e xp lana t ions for this : 

( 1 )  more mana�ers of med ium and sma l l  auc t ions are rea l izing the value 

of  adver t i s i ng ,  ( 2 )  auc t ion marke ting i s  becoming more compe t i tive , 

thu s ,  med ium and small auct ions are f inding i t  nece ssary to public i ze 

their f i rm i n  order to ria i nta in their pre se nt vo l ume · and ( 3 )  med ium 

a nd sma ll auct ions are try ing to a t tain a l arger a nd more effic ient 

operat ing vo lume . 

Area Served 

The cha nge s wh i ch have taken p lace i n  the s ize of the supp ly 

area served by au ct ions i nd i cate tha t compe t i t ion for l ive s tock 

consignme nts i s  increa s i n1 . One-ha l f  of the auc t ion managers i nter

v iewed s ta te d  tha t for the ir  particular auc t ion, the average di s tance 

l i ve stock wa s t ranspor ted  had i ncreased s i nce 19 5 6. Hore tha n one

th i rd ,  36 per ce nt , i nd ica ted there had bee n no change in di s tance 

while the rema i n in·; ma nagers reported a de crea se .  

Severa l  re asons were g iven for th_e e xpanded supply are a s .  I n  

orde r o f  fre que ncy they were : ( 1 )  fewer  bu t l a rger producers , ( 2 ) i m

proved or new fac i l i t i e s ,  ( 3 ) new ma nageme nt and (4 ) be t ter  
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transportation. The managers of auctions for which the average distance· 

has decreased attributed th is pr imaril y  to increa sed competition from 

other auctions. 

Livestock auct ions are genera l ly located near producers in 

contra st to termina·l market wh i ch , becau se they were orig inal ly 

establ ished  at ra il centers ,  are near concentrat ions of  consumers. 

This locationa l aspect of auct i �ns , coup led with the deve lopme nt of 

the motor truck method of transportation , has been a contributing 

factor in the growth and popularity of auctions.  

Al l of  the l ive stock received at auctions in South Dakota are 

transported either by commerc ia l  or farm trucks. Commercial  trucks 

are used more as  hau l ing distance become s greater. Two auctions 

ind icated that l ivestock was sometimes transported from the auct i on 

by rail. 

Genera l ly,  auctions 'in th i s  state are so distribute� that it 

is unnecessary for consignors to transport their l ivestock more than 

50 miles. The on ly exception to th is is in the West  River areas 

(Figure 4 ). In 19 64 approximately 7 2  per cent of  the l ivestock 

marketed throu.�h auctions orig inated within a . SO-mile radius. Only _ 

e ight per cent were received from d i stances greater than 100 miles. 

• A d irect re lationsh ip was found be�ween auction size and size of 

procurement area. On ly about 1 5  per cent o f  the l ive stock rece iv�d 

by auctions in the smal l  size category' was transported more than 

50 m i les. Large aucti ons received about one- th ird of the ir livestock 



• Lives tock Auction 

0. 50  Mi.le Rad ius from Auct ions 

F igure 4 .· Location and Primary Supply Areas of Sou th Dakota Auctions , 1 964 . 
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from over 50 mi les ( Tab le 8 ) . Abou t  1 0  per cent of thi s  vo lume was 

received from over  100 mi les. 

24 

No attempt was made to determine the distances each species 

was transported to auct ions. However, i n  a study made in 19 5 7  it wa·s 

found that ca tt le  a nd sheep were transporte d  grea te r  distances than 

9 Only six per cent of  the hog s were tran sported over 50  mi les. 

Distance 

0-49 miles 

50-99 mi le s  

100 m i les or 
over 

tota l 

TABLE 8 

D I STA,NCES LI VESTOCK ARE TRANSPORTED 
TO SOUTH DAKOTA AUCTIONS , 1 9 64 

(Auct i on Si ze ) 
Large Med ium Sma l l  

(Per cent )  
66 72 84 

24 2 1  13  

10 7 3 

100. 0 100. 0 100 . 0  

9 Roth, - .2E.:.. c i t . , p. 35. 

Al l 
Auctions 

72 

20 

100.0 
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CHAPT�R  I I I  

OPERAT IONAL COSTS  

In th is chapter the ex ist i ng  relat ionsh ip between volume and· 

operat i n:� costs is exa m i ned. To the degree that costs are i nfluenced 

by phys ical relat ionsh ips ,  the cost compar isons made in  th is chapter 

can be used as measure s of comparat ive phys i cal eff ic iency. Var i able 

and f ixed costs are e xam ined separately . 

Var i able Costs 

Var i able costs are costs that vary w i th volume. For l iv�stock 

auct ions, variab le costs include pa�nents for labor, pub l i c i ty and 

publ ic relations , supplies, ut il i t ies, repair and ma i ntenance, and 

m iscellaneous expenses . 1° F i rms unable to meet these costs w ill 

m in imize losses by d iscontinu i ng  operat ions. 

Var i able cost s averaged $ 1. 6 5 per market i ng un i t  for all 

auct ions included in the study. Th is  represented about 7 8  per cent of 

the total operat in� co �t. These costs decreased with i ncreases in 

auct i on s ize avera 5 t ng $ 1. 84 for small auct ions , $ 1.7 0 for med iu.rn 

auct i on s  and $ 1 . 54 for l ar�e auct ions ( Appendix A, Table 1 ). 

10  Repa i r  a nd ma i ntenance costs could be class if ied as either 
a var i a ble or a fixed cost . However, i n  most p revious stud ies, these 
costs have been cla s.s i fied as var iable costs. 
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Wh i le labor wa s the large st · s ing le  co st item and accounted for 

about 56 per cent of the var iab le cos ts, other maj or co st · i tems i n- · 

e luded pub l 'ic i ty and m i sce l laneous  expense. Expend i ture s for 

pub l i c i ty and pub l ic re l a t ions represented 1 5  per cent of the var i able 

co sts whi le m i sce l l aneous i tems accounted for 1 6  per cent. Suppl ies, 

uti l itie s, and ma inte nance and repa ir were re lative ly minor co sts 

mak i ng  up only 1 3  per ce nt o f  var i ab l e  costs. F igure 5 shows the 

average per uni t  cost of the se items for each auction s i ze category. 

Labor 

Average un it  costs for l abor decrea sed with the increas ing 

si ze of  auc t i ons. Labor co sts  for large aucti ons were seven cents 

per uni t lower than for smal l aucti on s .  Th i s  was not true . for a l l of 

the components of  labor, however.  

Labor expend i ture s cons i st of payment s to owners and off i cers, 

yard labor, o ff i ce labor and aucti oneers. Yard labor ( inc ludes yard

men, starters, we ighmen and r ingmasters )  was the l arge st labor cost 

i tem and a ccounted for about one-ha lf  of the tota l l abor co sts 

(Tab le 9 ). Thi .s cost rema i ned relat ive ly constant for a l l  s i ze 

categor i e s  averag i ng  $·. 45 per uni t • 

. . Large auctions had lower per un i t  costs for off i ce labor and 

auctioneers than d id the sma l l  aucti ons. Of f i ce labor decreas�d 

from $. 2 3  per un i t  at smal l aucti ons to $. 1 5  per UI).it at lar�e 

aucti ons. Auct i oneer costs fol lowed the same pattern decreas i ng  

from $. 14 per un it  a t  smal l  auct i ons to $. 08 per un i t  a t  large 

auction s .  
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Figure . 5.  Average Variable Costs Per Marketing Unit  for South Dakota L ives tock Auctions , 
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N 
-..a 



Cost Item 

Ave. 
Cost 

Yard labor $ . 45 

Office labor . 15 

Auctioneer . oa 

Owners and 
Officers _:11 

Tota l $ . 90 

TABLE 9 

LABOR COST PER MARKETIOO UNIT FOR SOUTH DAKOTA 
LIVESTOCK AUCTIONS , BY COST I TEMS ,  1964 

Large Medium Smal l  

Per cent Ave. Per cent Ave. Per cent 
of total Cost of total Cost of total 

so. o $ . 48 52. 2 $ . 44 4 5 . 4  

16. 7 . 17 18 . 5  . 23 23. 7  

8 .9  . 07 7 . 6  . 14 14. 4  

24. 4  ..d2. 21 . 7  � 16. 5 

100. 0 $ . 92 100. 0 $. 9 7 100. 0 

Al l Auctions 

Ave. Per Cent 
Cost of Total 

$ . 45 49 . 0  

• is 19. 5 

. 09 9 . 8 

� 21 •. 7 

$ . 92 100. 0 

N 
. 00 



The salary of owners and officers was the only labor item ln 

which per uni t  costs were lower for small auct ions than for large 

auctions. Higher per unit costs at large auctions for this item may 

result from d ifferences i n  ownership arrangements. Over one-half 

of the small auctions are ind ividually owned compared to 17 per cent 

of the large auctions and 23 p.er cent of the med ium auct ions. 

Auctions owned under a partnership  or corporate arrangement usually 

have two or more owners or officers on salary wh ile proprietorships 

have only one. 

Publicity and Public  Relations 

29 

Expenditures for pub lic ity and publ ic  relations do not 

necessarily vary d irectly with increases in volume. Many auction 

managers indicated that expenditures for this item were based on a 

spec ified percentage of expected cash receipts. The amount which a 

particular auction spends on publicity and publ i c  relat ions depends 

upon the firm' s goals and the amount of competition for livestock. 

Firms which face a high degree of competition or have goals of 

substantially e}{J)and'ing their volume probably spend more for publicity 

and public relat ions than do other auctions of the same s ize. 

Medium size auctions in 1964 spent proport ionally more on 

publicity and public re lations than e ither the large or small auctions. 

Approx imately 18 per cent of the variable costs at medium auctions 

was for publicity compared to less than 14 per cent at large and 

small  auctions. The average cost for th is  item was ten cents per unit 

higher for medium auctions than for large auctions. 
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About two-thirds ·of the publicity costs for al l auction groups 

was for direct advertising via radio, television and newspapers. 

Most of the remaining cost was derived from the publiciz i'ng of auction 

services through personal contact. This included expenditures for 

travel, enterta inment and auto expense. Other methods of advertising 

such as donations , gifts of pencils , calendars , etc. lrere minor 

costs for all s ize categories. Medium auctions had the highest per 

unit cost for both direct advertising and personal contact (Table 10) . 

TABLE 10 

PUBL ICITY AND PUBLIC RELAT IONS COST PER MARKETIN; UNIT 
FOR SOUTH DAI<OTA AUCTIONS , BY COST ITEMS , 1964 

Auction Size 
Cost Itera Large Medium Small 

( Do l lars) 
Direct advert ising . 13 . 19 . 17 

Personal contact . 01 . 1 1 . 01 

Other � � . 01 

Total . 2 1 • 31 . 25 

Utilities 

Utilities included expenditures for heat , lights, water and 

telephone. Total utility costs increased as the volume of livestock 

handled increased. These cos-ts increased proportiona l ly with in-

creases in volume until auctions reached a volwne of about 50 , 000 

marketing uni ts. However , after attaining this volume,  much 
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. larger volumes could be handled with relatively small lncrease·s in 

utility costs. Utility . costs for auctions in the large si'ze category 

averaged $. OS per marketing unit compared to $. 12 and $. 13 respectively 

for auctions in the medium and small s i ze categor ies. 

Supplies 

Supplies included both office and yard supplies . This cost 

averaged about five cents per unit for all auction size categor ies 

and represented about three per cent of the variable costs. 

Repair and Maintenance 

The cost required to maintain equipment and facilities depends 

primarily upon the age, size, and degree of utilization. Expenditures 

for this item were about the same for all size categories, averaging 

s ix, eight and seven cents per unit for large, medium and small 

auctions, respeccively. 

Miscellaneous Variable Expenses 

Miscellaneous variable costs included those items that could 

not be classified in any of · the other variable cost categories. In

cluded in this category were such items as legal and accounting fees, 

unemployment insurance, bad debts, trucking and hauling, bank service 

charges, veterinarian fees and other minor or infrequent items • . These 

i tems represented about 20 per cent of the variable costs for small 

auctions, 16 per cent for large auctions and 13 per cent for medium 

auctions . Small auctions spent an· average of $ . 36 per unit on these 

i tems, large auctions $. 25 and medium auctions $. 22 . 
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The varia t ion found in miscellaneous costs was creater than for � 

any other cate�ory of cost i tems. Thi s · may be due to d ifferences in . 

the compos i t ion of th is  ca tegory. Unemploymen t insurance ,- legal costs 

and account ing fees were ·:senera l ly mi nor cos ts at all auc t ions. Bad 

deb ts, wh i le ne::;li<?; i b le or non-existent a t  many auctions, were rel

a t i vely lar·�e a t  others. These usually resulted from receiving bad 

checks for the purchase of 1 1  ves tock . Larg e auc tions are more subj ect 

to receiv ing bad checks than small auc tions because of the greater 

number of buyers at  sa les a nd · less knowledge of the buyers • financ i al 

sta tus. The amount of a bad check, when incurred, was usually larger 

at large auctions than at  sma ll auc tions .  

Expenditures for bank service charges varied considerably among 

auc tions. Much of this var i a tion may have bee n due to differences in 

check writ i ng  polic ies of banks. The higher per un i t  costs for bank 

services a t  small - auctions pr obably results from the receip t of smaller 

consi� �men ts of livestock which necess i ta ted the wr i t i �s of more checks . 



TABLE 1 1  

MISCELLANEOUS VAR IABLE COSTS PER MARKETING UNI T  FbR 
$0UTH DAKOTA AUCTIONS , BY COST ITEMS ; 1 9 64 

Auction Si ze 
Cost Item Large Medium 

(dollars) 
Unemployment insurance . 01 . 01 

Legal and accounting fees . 02 . 03 

Bad debts . 04  
a 

Bank charges . 02 . 03 

trucking and hauling . os . 02 

Other . 11 . 13 

Total . 25 . 22 

a Less than one cent per unit. 
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Small 

. OJ 

. 02 

. 02 

. os 

. 11 

.& 

• 36 

Most of the difference in miscellaneous expenses between large 

and small auctions resulted from the difference in �rucking and hauling 

expenses. Expenses for this item resulted primarily from the trans

portat ion of l lv.estock. Auction managers frequently buy 1 i vestock to 
.. 

be sold at a later sale when the expected volume will be too small to 

attract a sufficient number of buyers. Some managers also have a 

pol icy of buying livestock to protect prices. Five auctions did pro

vide trucking services to their consignors. 

Expenses classed as "other" · 1 n  this category included such 

' items as trading losses, social security payments, veterinarian fees 
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. and public liability insurance. With the exception of trading losses, 

most of these items were minor. Trading losses at some auctions 

amounted to as much as $4, 000 . These losses resul�ed from the policy 

of buying livestock when no bid higher than the starting bid was re

ceived. 

Fixed Costs 

Fixed costs are those which, for a given size firm, remain 

constant regardless of ,the volume handled in a g iven year. These 

costs included such items as depreciation, insurance, cost of capital 

investment, rent and mi see 1 laneous. M l  see l laneous fixed cos.ts were 

_ expenditures for taxes, licenses, bonding and interest pa id. 

Fixed costs represented 22 per cent of the total operating 

cost for auctions in the state, averaging $ . 48 per unit. The average 

of all fixed costs was approximately the same for all size categories 

(Figure 6) . With the exception of rent, the average of all fixed cost 

items were slightly lower for large auctions than for small auctions. 11 

Rent costs increased with auction size from an average of two 

cents per unit at small auctions to six cents per unit at medium 

auctions and eleven cents per unit at -large auctions. Most of the 

auct ions in the large and medium size categories_ with substantial rent 

expenses leased part of their facilities from one or more members of 

the corporation. One leased the facilit ies from a private owner. The 

1 1  Cost of capital investment was the cost of the capital in
vested in land, buildings and equipment because it cannot yield a re
turn from an alternative use. Costs were assessed at a rate of f ive 
per cent per annum. 
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. pract ice of renting fac i l ities from members of the corporation may be 

an insurance measure against total loss to the owners in case of a 

law suit  aga inst the corporation. 

Although average fixed costs were found to be the same regard

less of s ize category, there ls some reason for th inking that average 

fixed costs should be lower for large aucti ons than for small auctions. 

F i rst,  the amount of f ixed investment per marketing unit decreased 

substant ially w ith increases in the auction size category. This should 

result in lower per unit costs for depreciation, insurance and cost of 

capital investment for large auctions. Second , large auctions utilized 

tt�eir facilities more than medium and small auctions. As total fixed 

costs are spread over a larger volume, average fixed costs should de

crease. Further, lar3er auct ions rented part of their fac ilit ies and 

equipment wh i ch should result in other fixed cost items bei ng  lower 

than at auctions wh i ch do not· rent. 

Some explanation for the lack of d ifference in  average f ixed 

costs between auction s ize categories may l ie in the methods used in 

computi ng  depreciation and in the amount of risk assumed by the firm� 

Small auct ions may depreciate their  fac ilit ies and equipment over a 

longer period of time than large auct ions. Small firms may also be 

a·ssuming more of the risk themselves than larger auctions thereby 

reduci11.3 total insurance costs. 

Total Costs 

The average total cost for all auctions was $ 2. 13 per marketing 

unit. Total per un it costs decreased as auction s ize increased. Small 



37 

a.uctions had tota l costs of $2.32 per unit, medium auctions $ 2.17 and 

large auctions $ 2. 02 per unit. These differences were due almost 

entirely to dif ferences in average  variable costs as shown ·in Figure · 1. 

An attemp t was made to determine if there was any association 

between costs and spec iali zat i o n in species of livestock handled. A 

comparison of the avera�e tota l costs of 2 1  auctions from which us.a ble 

cost data were obtained did not reveal any such relationship. 

Cost Variat i on Within Auction Size Categories _ 

When the auctions were grouped by size and area it was found 

that the differences in per unit costs were greater within each size 

category than between them. Average total costs ra nged from $ 1. 7 8 to 

$ 2. 30 per unit amon� large auctions, $ 1. 9 5  to $ 2. 7 6 among medium 

auctions and $2. 08 to $2. 7 7  among small auctions. Extensive differences 

existed in both average variable and avera3e fixed costs • . The differ-
-

ences in variable and fixed per unit costs within each size category 

are shown in Tables 12  and 1 3 ,  respectively. 

An examination of auctions by geographic area sug gests that 

location does affect fixed costs. In Area I, the auct i ons of each 

size category had lower avera 2;e fixed costs than auctions of other 

areas in the same cate,,...; ory. The lower fixed costs of auctions in 

this area may result from a �reater utilization of facil i ties. The 

absence of consistently high or low average variable costs of auctions 

of all si ze categ ories in any one area s.uggests, however, that geo-

graphic locat ion has little effect on variable c o sts. 
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Size and 
Area Labor 

Large 
I . 95 

I I  . 96 
I I I  . BO 
I V  1. 10 

V • 85 

Medium 
I . 82 

I I  . 1. 21 
I I I  1. 07 
IV  • 79 

V n.a. 

Smal l  
I . 92 

I I  , 80 
I I I  . 97 
IV 1 . 32 
V .93 

TABLE 12 

AVERAGE. COST PER MARKETING UNIT OF VARIABLE COST ITEMS 
FOR SOUTH DAKOTA AUCTIONS , BY AREA, 1964 

Repair 
Publicity Supplies Ut ilities Ma int. Misc. 

(do l lars) 

� 18 . os . 06 . 09 . 1 1 
. 20 . os . 04 . 04 . 14 
. 21 . 04 . 06 . 04 • 31 
. 29 . os ·  • 09 .- 1 3 . 16 
. 18 . 06 • 09 . 04 • 52 

. •  27 .03  . 10 . 13 . 51 
. 38 . 03 . 12 . 02 . 16 
. 29 . 06 . 14 . 06 . 19 
. 33 . os . 12 . os . 13 

n. a. n. a. n.a. n.a. n. a. 

. 19 . 06 . 1 1 . 01 . 34 
·• 31 . 04 . 15 . 1 1  . 49 
. 21 . 04 . 10 . os • 39 
• 35 . os . 1 7 . 10 . 21 
. 26 . OB - . 12 . 08 • 3� 

n.a. --Cost data not available. 

Total 
Var. Cost 

.1. 44 
1. 43 
1. 46 
1. 82 
1. 74 

1. 86 
l. 92  
1. 81  
1. ·so 
n. a. 

l. 68 
1. 90 
1. 76 
2. 20 
1� 82 



Subgroup 
Size and 

Area 

Large 
I 

I I  

I I I  

I V  
V 

Medium 
I 

I I  

I I I  

IV  
V 

Sma l l  
I 

I I  
I I I 
IV  
V 

a 

Depreciation 

. 09 

. 1 1 

. 14 

. 18 

. 01 

. 0 3 

. 1 2 
• 10 
. 1 1 

n. a.  

. 12 

. 15 

. 10 

. 22 

. 1 3 

TABLE 13  

AVERAGE COST PER MARKETING UNIT  OF FIXED COST ITEMS 
FOR SOUTH DAKOTA AUCTIONS , BY AREA, 1964 

Cost of 
Capital 

Insurance Investment Rent Misc. 

(dollars) 

a 
. 09 . 04 --- . 12 
. 06 . oa --- . 1 3 
. 06 . 12 . 17 . 10 
. os . 07 . 0 1 . 01 
. 01  . 0 3 • 34 . as 

. 15 . OB . 0 1 . 07 

. 1 7  • 30 - - - . 26 

. 06 . OB . 01 . 14 

. OB • 07 . 10 . 1 1 
n. a. n. a .  n. a .  n. a .  

. os . 10 . 0 1 . 10 

. 1 3 . 1 3 --- . 17 

. 08 . 1 2 . 02 . 1 3 

. 1 2 . 18 --- . 06 

. 10 . 1 2 . os . 1 1 

Denotes less than one cent per marketing unit. 

n. a. --Cost data not available. 

· Total 
Fixed Costs 

• 34 
• 38 
• 59 
. 4 1 
. 56 

• 34 
. as 

. 45 

. 47 
n. a.  

. 41 
• 58 
. 45 
• s·a 
. 5 1  

o · 
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The larger differences in average operating costs with in auct i on 

size cate[�or ies tha n between them indicate that greater cost· · adva.n

tages m i g ht be obta ined  by auct ions ·throug h  greater internal' operational 

eff iciency tha n through increased vo lume. 

Economies of Scale � Operat ion 

A maj or obj ect i ve of th is study was to exam ine the cost-vo lume 

re lat ionship to determ ine if auct i ons with greater vo lumes exper ience 

lower unit costs than those with sma l ler vo lumes. The evidence pre

sented ear l ier tends to ind i cate that there is a sca le effect . 

Per un it tota l costs varied from a h igh of $ 2. 7 8  for one group 

of small auct ions to a low of $ 1. 7 8  for one group of large auct ions. 

The averag e for the size groups decreased from $ 2. 32 for small auctions 

to $ 2 . 02  for lar:?;e auc tions. T h is reduction i ndicates that economies 

of sca le  do e xist. 

This scale e ffect is illustrated in the scatter diagram of the 

average total pe r uni t cost s of 2 1  se l ected  auct ions (Figure 8 ). The 

average tota l costs are lower than those presented ear lier in thi s  

chapter . There are , however, two poss ib le exp l a na tions for the se 

differe nces. First, th is group of auctions was selected on the bas is 

of the availabi lity of re levant cost data and therefore m ight not be 

representative of  the populat ion. Second, the cost data obta l ne� from 

the Packe rs and Stockyard Com.�ission are not exac tly comparable to 

cost data obta ined from the quest ionna i res because of d ifferent re

portin� procedure s .  Hoh� ver, the latter is suff icient for i llustrative 

purpo ses.  
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CHAPTER IV  

MARK�TING CHARGES 

The principal source of income for most livestock auctions con

sists of charges assessed against consignors. The charges most com- · 

monly assessed are connnission, yardage, feed and veterinary inspection. 

Some auctions also assess fees for livestock insurance and brand in

spection. 12 

Most auctions list a separate charge for each service� Some, 

however� combine charges for one or more services under the commission 

or yardage charge. This practice was frequently followed by auct ions 

in the small si ze category. All auctions listed fees for commission 

and veterinary inspection . Only four auctions did not list a charge 

for yardage. Most auctions listed a feed charge for cattle only. 13 · 

Three methods were used to assess commission fees. These 

met�ods were: (1 ) per head, (2) per cent of gross value of livestock 

consignment and (3)  value per head. Assessing commission charges on 

a per-head basis for all species of livestock was found to be the most 

commonly used method. However, the other methods were used more 

12 Livestock insurance when listed was usually ten cents per 
head for cattle and two to three �ents per head for hogs and sheep. 

13 Eight auctions did not assess a feed charge for cattle , 31 
did not list th is charge for hogs while 28 did not list a feed charge 
for sheep. 
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freque nt l y t o  a sse s s comm i ss i on for ca t t le tha n for hogs a nd sheep. 14 

Because o f  the nume rou s dJ f fere nces in the tipe, s i ze � a�d �ua lity o � 

the l ive s tock co·ns i � runent s a nd because of the d i f f eren t  me thods used · 

i n  a s se s s i f\0� corrun i s s i on , i t  was nece ssary to standardi ze the charge s  

for spe c i f i c c la s se s  of l ives tock as  exp l aine d  i n  Chap ter I. Some 

auc t i o ns . quote d i sc ou nts for cons i g nme nt s of a spec i f ied number of 

head or val ue. For such cons ignment s ,  the rate s would be _ lower tha n 

those c ompu ted  i n  th is s tudy. 

The tota l charges a s se s sed by auct i ons varie d widel y. Rate s 

for cat t le ,�re h i gher and varie d more than rate s  for hog s a nd sheep. 

The average charge f or ca t t le wa s $ 2. 5 0  per head with a ra nge from 

$ 1. 90  to $ 3. 7 3 . Ra te s  for  hog s and sheep averaged $. 7 7 and $. 60 per 

head , respect ive l y ( Tab l e  14 ). 

TABLE 14 

TOTA L  PSR- HEAO MARKETI .;G CR!\.RGE S A SSES SE D BY SOUTH DAKOTA 
AUCT IONS FOR CATT LS , HOG S AND S HESP , 1 9 64 

Spec ie s o f  Al l 
Livestock Lar� e Med ium Small Auc t i ons 

(do l lar s )  
Cat t l e : Aver a • !,e 2 . 47 2 . 5 0  2. 50 2. 50 

Range 2. 1 0- 2 . 9 5  2 . 06- 3. 4 0  1. 9 0- 3. 7 3  1. 90- 3. 7 3  

Hog s :  Average . 7 5  . 7 5 . 7 8 . 7 7  
Ran:;e • 58- . 9 3 . 40-. 9 7  • 56- 1. 1 8  . 40- 1. 1 8  

Sheep : Avera?:e • 6 1  • 5 7  • 6 1  • 6 0  
Rang e . 47 - . 7 9 • 20- 1. 00 . 43-. 7 5 • 20- 1. 00  

14  Th i r ty auc tio ns used the per-head me thod for cattle, 42  for  
hoq s and 5 2  for she e p .  
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The average rates charged were not significantly differ·ent for 

the various size categori.es. Charges fdr cattle and hogs averaged 

three cents per head less at large auctions. The average rates for · 

sheep were the same for large and smal l auctions while charges 

averaged four cents per head less at medium auctions . The average 

marke ting charge for cattle and hogs tended to increase with the de

creasing auction size. 

The avera�e and range of individual charges for cattle, hogs 

and sheep are listed in Tables 15 through 17 . for the three s ize 

categor ies of auctions. Caution should be used in comparing rates 

of individua l charges between size categories because of the practice 

by some auctions of combining two or more services under one charge. 

This may par tial ly account for the higher coIIUnission charges 

15  assessed by small auctions for cattle and hogs. 

1 5  Six sma l l  auctions do not assess a feed charge for cattle. 
Twenty-one do not assess this charge for hogs. 
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TABLE 1 5  

PER- HEAD MARKElING CHARGES ASSE SSED FOR CATTLE BY 
SOUTH DAKOTA AUCT IONS , BY SPEC IF IC CHARGE , 1964 

(Auction Size) 
Charge Large Medium 

(dol lars) 
Commi ss ion 

Average 1. 64 1 . 66 
Range 1 . 2 5�2 . 30 1 .  25- 2.  30 

Yardage 
Average . 41 - . 48 
Range . 15- . 60 . 15- . 60 

Feed8 

Average • 37 . 30 
Range . 20 • •  so . 00- . 60 

Inspection 
Average . os . 06 
Range . OS-. 10 . OS-. 10 

a Not included: -one large auction charges feed at cost and 
medium auction charges feed at cost plus ten per cent. 
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Smal l 

·1 .  7 7  
1. 15-2. 88 

.40 
�00- . 76 

. 26 
. 00- . 50 

. 01 
.05- . 10 

one 



Charge 

Connnission 
Average 
Range 

Yardage 
Average 
Range 

Feed8 

Average 
Range 

Inspection 
Average 
Range 

TABLE 1 6  

PER- HEAD MARKET ING CHARGES AS SESSED FOR HOGS BY . 
SOUTH DAKOTA AUCT IONS , B Y  SPEC I FI C  CHARGE , 1964 

(Auction S ize) 
Large Medium 

(dollars )  

. 53 . 55 
. 40-. 80 . 40-. 80 

. 11 . 15 
. 09-. 15 .· • 00-. 20 

. OB . 02 
. 00 • • 20 . 02-. 20 

. 03 . 03 
. 02-. 03 . 02-. 05 

a Not inciuded : One large auction charges feed at 
one medium auction charges feed at cost plus ten per �ent. 
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Small 

. 59 
. 40-1. 00 

. 12 
� 00-. 25 

. 03 
. 00 • • 25  

. 04 
. 02-. 06 

cost and . 



Charge 

Conmtission 
Average 
Range 

Yardage 
Average 
Range 

Feeda 

Average 
Range 

Inspection 
Average 
Range 

TABLE 17 

PER-HEAD MARKETING CHARGES ASSESSED FOR SHEEP BY 
SOUTH DAKOTA AUCTIONS, BY  SPEC IF IC CHARGE, 1964 

(Auct ion Size) 
Large Medium 

(dollars) 

. 40 . 40 
. 25-. 50 . 20-. 75 

. 13 . 1 1 
. 09- . 25 . 00 • • 20 

. os . 04  
. oo • •  10 . 00-. 10 

. 03 . 03 
• 02-. 04 . 02 • • os 
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Sma l l  

. 42 
. 25-. 50 

. 12 
·. 00-. 25 

. 03 
. oo • •  10 

. 04 
. 02-. 06  

a Not included: One medium auction charges feed at  cost plus 
ten per cent , one small auction char3es feed a t  cost . 



Effect � Specialization �  Marketing Charges 
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Many of the auctions sell primarily one or two species of live

stock. To determine whether the level of marketing charges assessed 

l s  affected by the volume of a species sold, average charges were 

weighted on the basis -o f. the proportion of ea-ch species sold by each 

auc t i on. The average charges on this basis are shown in Tabie 18. 

TABLE 18 

AVERAGE MARKETING CR.i\.RGES PER HEAD FOR CATTLE , HOGS AND SHEEP 
BY SOUTH DAKOTA AUCTIONS BASED ON THE PROPORTION 

OF EACH SPECIES HANDLED PER AUCTION, 1964 

Species of ·AU 
Livestock Large Medium Small Auctions 

( dollars) 
Cattle 2. 43  2 . 54 2. 54 2. 49 

Hogs • 66 . 75 . 78 . 72 

Sheep . 49 . 60 . 59 . 5 6  

A comparison of average charges for large auctions (Tables 14 

and . 18) shows that charges weighted by proportion  of each species 

handled were lower. This means that large aucti.ons which handle a 

large volume of one species of livestock have lower charges for that 

species than other large auctions which handle a smaller volume. A 

similar comparison of average charges for medium and small auctions 

did not show this same relationship. On . the basis of proportion, the 

average charges of large auctions in 1964 were from ten to twelve 

cents per head lower than the average charges of medium and small 

auctions. 



Prof i tab i lity £f Auction Operations 

5 0  

To ge t some idea of the profi tab Hity of auction fi rms, an 

at temp t wa s made to est ima te the average ne t returns for auc tions of · 

different size ca te·�or ies . Tota l revenue was computed by multip lying 

the avera�e marke ting · charges for cat t le, hogs and sheep of each si ze 

cate �ory · ( Tab le 15) by the vo lume handled. Total costs ob tained from 

the Packers and S tockyards Commission for each size category of 

auctions were adj us ted to account for any discrepancy in feed costs. 16  

As might be  expe cted, average ne t returns increased with size 

( Table 19 ). It should be noted that the salaries of owners and 

Si ze 
Category 

Large 

Medium 

Small 

TABLE 19 

AVE&V:;E NET RETURNS FRCH OPERATION OF SOUTH DAKOTA 
AUCT IONS, 8 Y  SIZE CATF.:GORI E S, 1 9 64 

Av�. To tal Avg . Tota l 
Revenue Cost 

(do l l ars ) 
163, 3 1 1  1 5 1 , 4 38 

95, 883 86, 67 2 

42 , ? 88 38, 1 0 1 . 

Avg. Net 
Return . 

1 1, 87 3  

9, 2 1 1  

4, 687 

officers, and a five per cent re turn on inves tment are inc luded in 

total co s ts. 

1 6  While total revenue .included total revenue from feed, total 
cost data ob tained from the Packers and Stockyards Cormnis s ion inc luded 
on l y  ne t fee d costs. Therefore, to adj ust tota l costs, the estimate s 
of total feed costs furn i shed by auction managers on the quest ion
na ires were added t o  the total costs provid e d  by the Packe rs and Stock
yards Cormn ission less net f eed co s t s-. 
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A substantial portion of the net revenue for some auctions is 

derived from the service _of provid ing feed. Total revenue from feed 

was computed for· those auction s wh i-ch 1 isted separate feed charges o n  

a per head basis. The average net revenue der ived from feed is shown 

in Tab le 20 . 

TABLE 20 

NET REVENUE FROM FEED FOR TWENTY- TWO · 
SELECTED AUCTIONS ,  1 9 64a 

Large 
( Auction Size ) 

Medium 

Number of auctions 7 

$7, 027 

5 

$2 , 309 Net Revenue 

Small 

10 

$ 3, 2 38 

a Based on charges for the classes of live s tock used previously 
in  this chap ter .  

Break- Even Poin t s  

Usab le e sti;-Ja te s of operational cos t s 'l;..,-rere obtained from 2 1  

l ivest ock auc t i ons. Using these cost  est ima tes and the marketing 

charges assessed by each· auction , break-even point s we re e s timated. 

These are shown in F igure 9. In 1964 mos t  of the 2 1  auctions operate d 

with volumes above the ir re spec t ive break-even point. However, the 

break- even po ints for auct ions which hand led less than 1 0, 000 rnarke tit18 

units su_;gest  that firms of thi s size would have difficul ty in �a in-

tain ing prof i tab le opera t i ons . An auction which incurs  the costs re

quired to hand le 1 0, 00Q rnarket i n� units  o f  live s tock annually would 
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. have a break- even point of 8, 300_ units whereas an auction of 60,000 

marketing units would have a break-even point of 46, 000 uriits. The . 

line, derived by the least squares method, shows the number_ of market

. lng units required to break even for the various size categories based 

upon per unit charges- and costs incurred dur l ng  the 1964 marketing 

year. 



CHAPTER V 

SUMMARY AND CONCLUS IONS 

Sunnnary 

Since the first livestock auction was established at Yankton 

in 1930 , livestock auctions have become increasingly important out

lets for marketing South Dakota livestock. If present trends con

tinue, auctions in South Dakota can be expected to be even more 

important in the years ahead. 

54 

In the last eight years the size of both the auction industry 

and firms within the industry have grown considerably. In 19 64 

l ivestock auctions marketed 331 ,000 more cattle and 324 , 000 more hogs 

than in 19 56. Sheep receipts remained unchanged. 

Auctions handled approximately 48 per cent of the cattle , 23 

per cent of the hogs and 34 per cent of the sheep marketed in the 

state in 1964. This represented increases of 14 per cent for cattle , 

3 per cent for hogs and 15 per cent for sheep since 1957 . 

Fifty-eight auctions were operat ing in the state in both 19 56 

and 1964. However, the auctions in 1964 handled an average of 7 , 566 . 

more marketing uni ts per auction. In 1956 , more than two-thirds 

(69 per cent) of the auctions handled fewer than 30, 000 marketing 

units annually compared to 52 per cent in 1964. 

During this period, many auctions expanded their facilities 

and operations. Over 80 per cent of the auctions expanded the ir 
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yard capacity. About one-half of the auctions hired additional person

nel while two-thirds of �he auctions expanded their adverti"sing .pro-. 

grams. One-half of the auctions increased the distance from which they 

procure livestock. 

Large auctions have higher fixed investment in facilities and 

equipment than small auctions. Small auctions, however, have a high�r 

fixed investment per marketing unit. The average investment per unit 

was $1. 58, $1. 74, and $2. 29 for large, medium and small auctions, 

respectively. 

Large auctions employ an average of twice as many workers as 

small auctions but handle a volume four times as large. Most of the 

additional workers are employed only on the day of the sale. 

South Dakota auctions receive approximately 72 per cent of 

their livestock from within a 50-mile radius. As auction size in

creases, the proportion of total volume originating from beyond this 

distance becomes greater. 

Operating costs for all auctions averaged $2.13  per marketing 

unit. Variable costs represented approximately three-fourths of total 

costs and fixed costs one-fourth. Labor was the largest sinsle cost 

item and accounted for almost 45 per cent of total costs. Publicity 

and miscellaneous variable expenses were the next largest cost items. 

A major obj ective of this study was to determine if auctions 

with greater volumes experience lower per unit costs than those with 

smaller annual volumes. Toe evidence presented in this study in

dicates that there ls a scale effect and that small auctions do have 
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_ higher operating costs than large auctions. These differe.nces , however , 

are not large.  The tot�l cost per marketing unit averaged · $ 2. 32 for 

small auctions, $2. 17 for medium auct ions and $2. 02 for large auctions. 

Differences in average total costs between size categories were 

due primarily to lower variable costs . Large auctions had the greatest 

cost advantages ln labor, utilities and miscellaneous variable cost 

items. For large auctions, per unit cost for labor averaged seven · 

cents , uti lities six cents, and miscellaneous vari able expense eleven 

cents less than at small auct- lons. Lower labor costs for larger 

operations were due primarily to more efficient use of office personnel 

and auctioneers. 

Although the differences in average operating costs between 

auction size cate3ories were not large, there were relatively larse 

CO$t di fferences within size categories . Average total costs ranged 

from $ 1 . 78 to $ 2. 30 per unit ·for large auctions, $1 . 9 5  to $2. 76 for_ 

medium auctions and $2. 08 to $2.77  for small auctions. Large differences 

in both average variable and average fixed costs -were found among the 

auctions within each category. Differences in labor, miscellaneous 

variable expenses and r�nt costs were larger than differences of other 

individual cost items. 

The results of this study showed that auction owners can probably 

reduce costs more by increasing the internal efficiency of their opera

tions than by increasing volume. 

Marketing charges varied widely among auctions in the state. 

Average rates for a l l  auctions were $ 2. 50 per head for cattle, $ . 77 per 



head for hogs and $. 60 per head for sheep. Average rates for all 

species of livestock were about the same for all size categories. 
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Among medium and small auctions there was very little. relation

ship found between the volume of 'a specie_s handled and the rate 

assessed. However, large auctions which handled a lar8e volume of 

one species of livestock had lower rates for that species than other_ 

large auctions which handled a smaller volume. For the total volume 

of livestock marketed throu8h auctions in 19 64, the average charges 

f·or the livestock sold through large auctions were from ten to twelve 

cents per head less than the average charges for livestock sold 

through medium and small auctions. 

There was some evidence found which indicated that auction 

firms must handle over 10,000 marketing units annually to be pro

fitable. 

Conclusions 

The growth in the volume of livestock marketed through South 

Dakota auctions indicates a trend toward the decentralization of 

livestock marketing and also an increasing acceptance of this 

method of selling by livestock consignors. 

It was found in this study that the average marketing charges 

of large auctions were only slightly lower than the charges of small 

auctions while the charges for medium auctions were about the same 

as small auctions. Yet, both large and medium auctions procured a 

much larger proportion of their livestock from over 50 miles than 

did small auctions. This suggests -that factors other than marketing 



5 8  

�har�es  may be more impor tant in determining consig n.�ent of livestock. 

These are: ( 1 ) condition and adequacy of  the firm ' s f acili ties, . ( 2 ) 

avera�e  volume handled per sale, ( 3) number of buyers presen t and 

(4 ) operational pol icies and pract ices of _ the firms . If these are 

de termini ng fac tors, t·hen· it means tha t  competition among auctions  

is  of  a non price nature. 

Evidence indica tes tha t auc tions which handle a volume of more 

than 1 0 , 000 marketin3 units of livestock annually should be able 

to · compete successfully i f  the · firms are operated efficiently. I t  

was found tha t firms handlin� less than 10, 000 marketing uni ts 

requ ired approx ima tely 8, 300 units to reach the break-even poin t. 

The proportion of the · t o tal uni ts needed to break even decreased 

with an increase in size of firm. Thus, auction firms which handle 

volumes o f  less than 1 0,000 marketing units will probably encounter 

some dif f iculty in -continuin_� their opera tions. 

On the basis of the evidence found in th i s  s tudy, the grea test 

opportuni ty for livest ock auctions to reduce unit costs probably 

lies. in increasinc:r, the ir opera tional e f fic iency. The economies which 

auction s ca n ob tain through increased scale are limited. A l arge 

increase in volume is nece ssary for firms to ob tain even small re

ductions in per unit costs. The presence of wide variations in per 

uni t costs amon8 auc tions within each size ca teg ory shows the need 

f or improveme nt in opera tional ef ficiency � 

In 1eneral, to the degree tha t  livestock auc tions can keep 

their costs low , and can provide the quanti ty a nd quality of ser vices 



demanded by buyers and cons ignor s ,  1 ives tock auc tions will probab l y  

cont i nue t o  p l ay an impor_tant rol e  i n  the marke ting of 1 i ves tock . in 

Sou th Dakota. 
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APPENDIX A 

TABLES 



Cost I tem 

Labor 

Publi c ity 

Supplie s  

Ut ilit ie s 

Repa i r and Ma i nt .  

M i  see 1 l n neous 

To tal 

APPENDIX  TABLE 1 

VARIABLE COSTS PER MARKl�Ti t-r; UNIT FOR SOUTH DAKOTA 
LIVESTOCK AUCTIONS , BY  COST ITEMS, 1 964 

Large Medium Small 
Av:; .  Per cent Aw, . Per cent Avg. Per cent 
cos t  of total cost of to tal cost of total 

$ • 9 0 58 . 4 $ • 9 2 54. 1 $ • 97 52. 7 

. 2 1  1 3. 6 • 3 1  18. 2 . 2 5 1 3 . 6 

. os 3 . 3 . os 3. 0 . 06 3. 2 

. 0 1  4. 6 • 1 2 7 . 1 . 1 3 7 . 1 

. u6 3 . 9 . 08 4. 7 . 07 3 , 8 

. 2 5  � 2  • 22 1 2. Y  • 36 19. 6 

$ 1.54 100. 0 $ 1. 70  1 00. 0 $ 1. 84 100. 0 

Al l Auctions 
Av�� . Per cent 
cost of total 

$ • 9 2  55. 8  

. 2 5 1 5. 1 

• 05 3. 0 

. 10 6. 1 

, 06 3. 6 

. 27 16. 4 

$ 1. 65 100. 0 

°' 
N 



Avg . 
Cost Item cost 

Deprec ia t i on $ . 1 2 

I nsura nce . 07 

I nterest on 
I nvestme nt . 08 

Rent . 1 1 

Hi  see l la  ne ou s . 1 0 

Tota l $ . 48 

APPEND I X  TAB LE 2 

F I XE IJ CO ST S P fm MARKET I NG  UNI T FOR SOUTH DAKOTA 
LI VE STOCK AUC T I ONS , B Y  CO ST I TEMS , 1 9 64 

( Auct ion S i ze )  
Larp:e Medium Small 

Per cent Avg . Per cent Avg . Per cent 
' of tota 1 cost of total  cost · of tota l 

25. 0 $ . 1 0 2 1. 2  $ • 1 3 27. 0 

14 . 6  • 09 1 9 . 2 . 1 0 20. 8 

1 6. 7 • 09 1 9. 2 . 12 2 5. 0  

22. 9 . 06 12. 8 . 02 4 . 3 

20. 8 . 1 3 27. 6 . 1 1 22. 9 

1 00. 0 $ . 47 1 00 . 0 $ . 48 100. 0  

All Aue t i  ons 
Avg .  P er cent 
CO $ t  o f  _to tal 

$ • 12  25. 0 

• 08 1 6. 7  

. 09 1 8. 7  

. os 1 6. 7 

. 1 1 22. 9 

$ . 48 1 00. 0 

°' 
w 



S lze Category 

Large (50,000 marketing 
units or more) 

Medium (30 ,. 000-49, 999 
marketing units ) 

Sma l l  ( less than 30,000 
marketing units)  

Total 

APPENDIX TABLE 3 

DI STRIBUTION OF AUCTION MARKETS AND VOLUME OF SALES 
BY  SIZE CATEGORIES, SOUTH DAKOTA, 1964 

Volume· of Sales 
Average 

Total Marketing Range In 
Number of Marketing Units Per Volume 
Auctions Units Auction (1,000) 

14 968, 807 69, 200 53. 8-1 1 7. .  3 

14 529 , 109 37 , 794 30. 0-48. 6 

30 472,67 1  .!.?.z756  4. 6-29 .  7 

58 1,970, 587 33,976 4 .  6- 1 1 7 . 3 

Per Cent 
of Total 

Volume 

49 . 2  

26. 9 

24. 9 

100. 0 

Q\ � 



Yea ra 

19  37 
19 38 
19 39 
19!+0 
1 941  
1 942 
1 94 3  
1944 
1945  
194, 6  

l 9 Li7  
19 li8  
l 9l�9 
l':1 50  

1 9 5 1  
1 9 '.? 2  
19 5 3  

. 1 9 54 
1 9 5 5  
1 9 5 6  
1 0 5 7  
1 9 5 8  
19 59 
1 9 60 
1 9 6 1  
1 9 62 
1 9 6 3  
1 9 64 

Source : 

a 

APPEND IX  TABLE L., 

TOTAL CATTL� , HOG AND SHEEP RECE IPTS 
FOR SOUTH DAKOTA AUCT IONS , 1 9 37 - 64 

Ca t t le Hog s 

( 1 9 000 ) 
1 34 ., 5 1 7 8 . 7 
2 87 . 2  28 7 . O  
326 . 5 �-2 2 .  2 

352 . 1 37 4 .  8 
39 1 .  5 358 ., 7 
384 . 8 411 . 1 
338 . l� 61 8 . 8 
422 . 6 286 . 3 
5 1 0 . 7 2 1 5. 3  
584 . 6 2l.�6 .  7 
6 1 6 . 6 35 5 . 9 
668 . 0 2 9 8 . 5 
80 1. 6 429. 0 
8 1 3 . 6 li. 5 8 .  2 
7 0 3 . 8 5 1 6 . 0 
8 1 8 ., 7 407 . 0  
89 3 .  2 39 5 . 4 

1 , 1 1 1 . 3 547 . 7  
1 , 28 3 . l� 7 24 . 4' 
1 , 2 52 . 9 60 5 . 6 
1 , 1 7 '5 . 2 582 . 2 
1 , 2 8 1 . 0  7 80. 0 
1 , 37 4 . 3 8 67 . 9  
1 , 404 . 6  652. 8 
1 , 55 6. 5 7 7 6. 3  
1 , 335 . 5 9 2 6. 6 
1 , 4 67 . 1 _ 1 , oos . 1 
1 , 58 3 ., 9 . 9 29. 7 

Sou th Dakota Li ve s tocl" San i tary· Board 

F i sca l year.  
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Sheep 

47. 0 
69 . 0 

1 29 . 7 
148 . 4 
220 . li 
2 37 .  8 
2 32 .  6 
208 . 6 
14 1 . 9  
206 . 1 
2 07 . 8 
1 7 9 . 6 
194. 8 
1 6 5 . 3 
2 1 2 .- 5  
2 5 5 . 2 
2 89 . 7  
3 1 1 . 4  
3 1 2 . S 
384 . 0 
4 5 3 . 4  
520.7  
542. 3 
54 1. 3 
5 3 1 . 5 
£� 64 . 8 
4 5 7 . 8  
38 3 . 7 



APPENDIX TABLE 5 

N.Af.fE AND LOCA�ION OF LIVESTOCK AUCTION MARKET S 
OPERATING IN SOUTH DAKOTA, 1964 

Name of Auction 

Aberdeen Livestock Sales Co. 
Avon Livestock Sale 
Belle Fourche Livestock Exchange 
Bowdle Livestock Auction 

· Britton Sales Pavilion 
Brookings- Livestock Auction 
Burke Livestock Auction Co. 
Campbell County Livestock Auction 
Canton Livestock Sales Cp. 
Centerville Livestock Sale 
Chamberlain Livestock Sales 
Cheyenne River Sales Pavilion 
Clark Livestock Sales Co. 
Corsica Sales Company 
Desmet Livestock Exchange 
Edgemont Livestock Connnission Co. 
Eureka Livestock Sales Co. 
Faith Livestock Commission Co. 
Fort Pierre Livestock Commission Co. 
Gettysburg Livestock Sales Co. 
Gregory Livestock Auction Co. 
Highmore Livestock- Exchange 
Hub City Livestock Sales Pavilion 
Kimball Livestock Exchange 
Lemmon Livestock Sales 
Leola Livestock Sales 
Livestock Auction Management, Inc. 
Loken• s Watertown Sales Pavilion 
Madison Livestock Auction Co. 
Madden' s Livestock Auction Market 
Magness-Faulkton Livestock Exchange 
Magness-Huron Livestock Exchange 
Martin Livestock Sales 
McLaughlin Sales Company 
Menno Livestock Auction Co. 
Mflle-r Livestock Auction Co. 
Mitchell Livestock Sales Co. 
Mobridge Livestock Commission 
Palace City Auction Co. 
Platte Livestock Auction Co. 
Presho Livestock Auction Co. 
Rapid City Livestock Commissi o� Co. 
Redfield Livestock Sales Co. 
Schne l l  Livestock Auction 

Location 

Aberdeen 
Avon 
Belle Fourche 
Bowdle 
Britton 

· Brookings 
Burke 
Herreid 
Canton 
Centerville 
Chamberlain 
Eagle Butte 
Clark 
Corsica 
Desmet 
Edgemont 
Eureka 
Faith 
Fort Pierre 
Gettysburg 
Gregory 
Highmore 
Aberdeen 
Kimball 
Lemmon 
Leola 
Philip 
Watertown 
Madison 
St._ Onge 
Faulkton -· 
Huron 
Martin 
McLaughlin 
Menno 
Miller 
Mitchell 
Mobridge 
Mitchell 

, Platte 
Presho 
Rapid C i ty 
Redfield 
Lemmon 
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APPENDIX TABLE 5 (continued) 

NAME AND LOCATION OF L IVESTOCK AUCTION MARKETS 
OPERAT ! N] IN SOUTH DAKOTA, 1964 

Name of Auction 

Sioux Falls Livestock Auction Co • . 
Sisseton Livestock Sal.es · pavilion 
South Dakota Livestock Sales 
Stockman• s  Auction Company 
Stockmen' s  Livestock Auction 
Sturzis Livestock Exchan1e 
timber Lake Livestock Company 
Wagner Livestock Sales Co. 
Webster Livestock Exchat)ge 
Wall Livestock Auction 
Wessington Springs Auction 
Willow Lake Sales 
Winner Livestock Auction Co. 
Yankton Livestock Sales 

Location 

Sioux Falls 
Sisseton 
Watertown 
Huron 
Yankton 
Sturgis 
Timber Lake 
Wagner 
Webster 
Wall 
Wessington Springs · 
Willow Lake 
Winner 
Yankton 
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QUE ST IONNAIRr� 

AUCTIONS 

Name 
----------

Manager 
-----------------------

Loca t ion 
---------------------

Ownersh ip Arran.gem2nt 
----------------------------

1 .  Number o f  years f irm ha s bee n  i n  bus i ness?  

2 . Are the fac i 1 i t  i e s  owne d by the manager? 

�-----

-------

3 .  What i s  the capac i ty o f  your fac i l i t i e s  for ca tt le , hog s , or 
sheep i n  your pens a t  one t ime ? Cat t le ____ Hog s ··--- Sheep __ _ 

4. To ta l vo ltme of  Lives tock 

A. Ca tt le 

Tota l Vo l . _ 

Per Cent 

Average  
No/Consigni71ent 

Feeder 

---

B .  Hogs 

Tota l Vo l .  __ _ 

Per Cent 

Average 
No/ Cons ignment 

----

Slaugh ter Breed i ng 



Feeder 

C. Sheep 

Tota l Vo . 
---

Pe · Cent 

Average 
No/Cons i g nment 

---

5 .  Day ( s )  on w i ch regu l ar sa le ( s )  are he l d : 

Cattle  

Hog s 

Sheep 

Are there a ny o the days wh ich sea sona l sa l e s  are he ld? 

6 .  No . of  r i � s  u sed  o n  sa le  clay?...,,___, ___ _ 

7 .  Wha t per cent of l i vestock i s  rece ive d  from 

Le ss  tha n 50  ,mi le s  
------

From 50  to 1 00 mi le s 
-----

Over 100  mi l e s 
--------

7 0  

�ed i ng 

------

Wha t would you cons ider to be your supp l y  area i n  mi les? 
�-----

8 .  \fua t i s  the d i stancG trave led by regu lar buyers?  

A.  Auc t i o n  

B.  S laughter 

c. Order Buyers 

D. Dea l ers  

E .  Producers 

Neare s t  Grea te s t  

(Use map )  



7 1  

9 �  Wha t i .:  the average number o f  buyers pre sent for each sa le?  

Ca ttle  

To ta l 
Other Auc t i ons 

Slaughter 

Order Buyex·s  ------
Dea lers 

Producers 

10 .  I s  l i ve stoc < sorted ' by the auct i on? _____ Can the se ller 
approve or chn nse the sor t i ng done by auc t i on? 

1 1. Type of  transporta t ion  use d by l i ves tock. 

-----

CATTLE 
Di stance 

O- l'.1-9 mi les  
so .. 1 00 m i le s  
Over 1 00 mi  l E� s  

D i s tance 

0-49 m i les  
50- 1. 0 . i le s  
Over 1 00 mi les  

Di s tance 

0 .. 49 m i les  
50- 1 00 mi les  
Over 1 00 mi les  

To Auc t ion 
Cor.1J11erc lc11 Far J i  

Tr ck Truck Ra i l  

To Auc t ion 
Cornmerq i a l Farm 

Truck Truck Ra i l  

From uct ion  
C01Tm1erc i a l  Farm Ra i 1-

HOG S 

Truck True Road 

From Auct i on 
Commerc ia l  F rm Ra i l-

Truck Truck Road 

--·f 
I · -- --

SH?":EP 
To Auc t i on· 

Commerc ia l Farm 
Truck Truck Ra i l  

Frain Auct ion  
Commerc i al Farm Ra i l-

Truck Truck Road 

12. Do you mm any 1 i vestocl' trucks? ____ _ 

Type 

Charge ____ _ 



13. Wh i ch s i ze l o t  i s  preferab l e  i n  the r i ng  at one t ime ? 

Fee der ca tt le  
Cows 
Fat ca tt le  

Hog s 
Sheep 

------

14 . vn1at i s  the average lews th of t ime to mal'e one como lete sa le of 
the preferred l ot. s ize ? 

Feeder ca tt le 
------

Hog s 

Cows Sheep 
-------

Fat cattle 

1 5 . Number of  employees, ( o ther than managers ) ?  

Sa l e  Day 

Fu l l  Time 

Part T i me 

16 .  What are the Annua l Costs?  

Adv:ert is  i 1.1..._q; 

To ta l Wages  

Taxe s 

Average Wage Rate 

Feed 

Te lephone 

Insurance 

7 2  

Repa irs 

Transporta t i on Ins . 

Trave l by Personne l 

Power  & Lights _____ _ 

Postage 

News Hed i a . 

Bond s  

Gas & O i l 

Of f i ce Sui)p l ie s  

Other s  

------



7 3  

1 .7 .  \.fnat are the tar i f f  charae s for se l l i ng l i vestock? 

CATTLF.: 

Se 1 1  i ng Char.ge 
Per Hea<l  Yar _ age Feed  Ve t .  . I ns . Tota l 

Feeders . 
Fa t cat t le 
Cows ( beef ) 
Co·ws wi th ca l ve s  
Bu l l s  

HOGS 
Hog s 
Bred sows 
Boars 

Feeders 
E�•res & Lambs 
Buck 

-------- �--�-

------- ----� --

------- _.....,,,_. __ . -

1 8 .  Are your yards ava i lab le  for use by persons not d irectly emp loyed 
by auc t i on? 

-----

19 . Has there been any cha nges dur i ng the past  e ight years in : 
( Exp la i n )  

A. Qua l i ty o f  l i ve stock rece ived? 

B • . To ta l vo lume of l ivestock rece i ved? ( Exp l a i n )  ( I s 
i nforma t i on ava i lable to  us  by month? ) 

th i s  

1958  1960  1 9 62 1Y 64 
1 9 59  196 1  1 9 6 3  

c. S i ze of the a_yerage cons i grunent so ld? . 

D. D i  stances from which l i ve stock are rece i ved? 

E o New requ�sts  by buyers and se l lers? 

20.  Do you sol i c i t  bus i ne s dur i ng the week? How? 

2 1. Doe s  the se ller have the op t i on of  set t i ng  a m i n imum pr ice ? 

22 . What i s  the auc tion' s po l i cy wi th regard to a pr ice  that i s  con
s i dered too low f or a part i cu l�r lot?  



2 3. Ha ve you expanded your fac i l i t i - s i n  the past e i ght years? 

2t:. . 

2 5 ., 

Yard s 

Barns (r i n�.). s )  

Do you p la n  to 
How much? 

Y rd "' 

Barns (r i ng s )  

Adver t i s in g  

Per sonn� l 

Are the numbers 

Newspaper 
Ra d i o  

expa nd the fac i l i t i e s  i n  

.,. 

and _pr ices  of  each sale 

TV 
Te le type 

·Advert i s i ng 
personne l 

the future ? 

publ i shed? 

Persona l  ma i l i ng 
Pos ters 

2 6 ., How extens i ve i s  your per sona l La i l i ng l i st no··-1? 

7 4  

-----

Number Greatest  D i  ta nce_ 
Producers 
Order Ruyers 
Packers 
Dea l�r s 

I f  th i s  i s  not be i ng done at pre se nt ,  have you considered adding 
th i s  pra c t i ce? ______ When? 

27 . Are te le types ava i lab le  for i nformat ion  of o ther market�? 

28 . What  d i f ferent serv i ce s  do you perform tha t o ther auct i ons d on' t?  

29 . What changes wou ld you l ike to see i n  produc t i on or marke t i ng 
that wou l d  he lp you most?  

30.  How many dea l ers are c lo se ?  ( Name i f  poss ib le )  
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