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FOREWORD

This technical assistance study was done in cooperation with the
Farmer Cooperative Service, USDA, with contract funds from the Area
Redevelopment Administration of the Department of Commerce. The results
of this study are applicable on a state-wide basis; however, a few arveas
in North Dakota have been designated eligible for assistance under the
Area Redevelopment Act, Indian reservations were given consideration
for the possible development of feedlots.

Initial interest in the feasibility of cooperatively owned feed-
lots was exhibited by grain and livestock producers and their organi-
zations within the State. These people realized that at the present
there are normally surpluses of grain and feeder cattle which are
shipped out of North Dakota., Theixr desire is to establish a local
industry that will more fully utilize their production efforts within
the State and thereby increase thelr income.

The number of cattle feedlots in Morth Dakota is small, with only
one cooperative in operation. Those furnishing custom feeding services
are extremely limited,

This publication deals only with feedlots., The feasibility of

slaughtering plants 1s now being studied. UVhen this is finished, the
technical assistance project in North Dakota will be completed.

ii
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FEASIBILITY OF COOPERATIVELY. GWNED FEEDLOTS!

Rex W, Cox and Fred I, Taylor2

A great deal of interest is being expressed by farmers, buslnessmen,
and others regarding the potentials for livestnck expansion in North
Dakota, particularly in the production of finished or fattened livestock,
Most of the interest which has been manifested in livestock expansion is
in relation to cattle feeding. This interest has been prompted by the
availability of feeder livestock, surplus feed and labor, and it has
become greatly intensified in more recent years because of adjustments
that are occuiring in agriculture,

Supnly and demand forces have necessitated the search for alterna-
tive enterprises that may be substituted for those which have been forced
to reduce production, The reduction of vheat acreage in North Dakota has
resulted in the substitution of feed grains for wheat. For example, bar-
ley is now sezend to wheat 1n acreage devoted to field crops. Production
of barley in iY%:2 amounted to 92 million bushels, three-fourths of which
was sold from farms.

Even though a significant proportion of the sales was malting barley,
it is likely that the feed barley which was sold could have been utilized
more advantageously in the feeding of livestock. The producer consider-
ing cattle feeding as a new undertaking can choose one of several alter-
natives to achieve his objective. Among the alternatives are:

He may operate independently, that is, confine his operation to
his own farm. The supply of feeder cattle may come from his own farm
or from purchases made in his own or more distant areas, The better
utilization of labor which is in surplus on many farms provides a motive
for an individual farmer to elther increase his cow-calf operation or to
undertake the production of slaughter livestock or both.

1Recognition is extended to Elmer C. Vangsness, Extension Resource
Economist, B, Gene Crewdson, LExtension Economist in Marketing, and James
I. McDowell, Assistant Professor, Agricultural Economics, North Dakota
State University, for their assistance in the preparation of this report,

2Dr. Cox is Professor and Dr, Taylor is Professor and Chairman,
Department of Agricultural Economics, North Dakota State University.

3Agricu1tural Statistics No. 10, Norxth Dakota Crop and Livestock
Reporting Sexvice,



The producer not having facilities or capltal for equipment for
finighing cattle but wishing to carry his stock to slauvghter weights may
arrangs to have his cattle fattened in a commercial feedist on a custom
basis. The commercial feedlot may be privately or cooperatively owned.
The amount of capital an individual famer must contribute towards the
construction and operailion of & cooperatively owned feedlot would be
much less than that needed to construct and maintain feeding facllitiee
on his own farm.

At present, the nuwber of commercial feedlots vhich do custom feed- .
ing in Novth Dakota is very liwmited, Consequently, comparatively few
Faywers have the opportunity to arrange for custom feeding, There is
only one cooperatively ouned feedlot in Werth Dakota.

Purpose and, Mothod of Study

The purpose of this study is to identify and evaluate the varicus
faccors which should be concidered in determining the feasibillty of
cooperative fecdlots in various areas of Yorth Dakota, The information
which is presented in this veport should be of aussistance in appraising
the deslirability of enteving feedlot oparations on a cooperative basls.

Bstlmates are prescuted of the capital and labor requirements and
coste of feadlots of 2,000 and 3,000 heud capacity. Attention iz also
dirncted to the necessity of obtaining a high degree of utilization of
the feedlot if cconcmics of operation are to be obtained.

Cne of the latter sectlons of this report is duvoted to an annlysis
of information vhtained from farmers rupaxding theixr present type of
cattle operations, their future plans, and their attitude towards the
establishment of cooperatively oured fuedlots,

The final part of this study is conterned with the factors basic
to successfnl cooperative endesvoy, the fimancing of cooperatively owned
feadlots, and the financing of the farmer vwho patronizes a commerecial
. feedlot.

Finishing rattle in a cormercial feediob has some distinet advane
teges, It enables the individual producer to put his cattle through to
slaughter woights without interrupting the regulax program of favm work,
In addition, the ocuner of the cattle galns fyom the speciallized manage~
ment of @ commervelal feedlot that has traindng in nvtxitional aspects of
cattle feeding, In vears vhen the margin of profit in feeding is low,
a2 knowvledge of the new developwents in nutrition may mean the difference
between profit and loss.

Comrercial feedlots ave also credited with an advantage Iin selling
the fed animale because of market knowladge. An additional factor is
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that largee-scale feeders offer livestock that is reasonsbly uniform in
quality, 1s available regularly, and is available in large volums,
Packer-buyers can inspect such livestock on a regular schedule and nego=
tiate for the purchase of a large number of cattle in & single transac-
tion~=perhaps more than they could buy in a week of traveling smong small
feadlots, These buyers, thug, incur a smallexr buying expense and may
aceomplish further savings because of the handling of animals in truck
lots and carload lots rather than in small odd-size lots.

thile this report is concerned with the feasibllity of cooperatively
gened feadlote, the methods of operation ere similar to theece of & pri-
vately owned and opevated cormercial feedlot as are the prervequisites
for successful nanagement and operationc., These prervequisites ave velated
to the appropriate location, egsential volume, «fficient management, capi=

tal and labor requiremeuts, costs of operation, and the like. Consequently

a large part of the analysis vhich follows is devoted to cattle feeding in
geuneral, If it appears that & feedlot is advisable for a particular area
of the state, the decision can then be made regarding the feasibility of

a cooperatively oumed establishment,

It is estimated thet consumption of beef in the United States will
fincrease by at least 25 perceat by 1975 without amy increase in the per
capita consumption. Arvre North Dakota farmers in a position to take ad=
vantage of this favorable outlook for the cattle fndustry? The next
section of this report is intended to supply at least a partial ansuer
to this questica., It will be devoted in the maln to an snalysis of the
livestock~feed balance of each county in ten areas into which North
Dakota hag beer divided (Figure 1).% The analysis will aid {an determin-
ing where conditlons appear favorable for an expansion of cattle industry
elther in the production of feeder cattic or the feeding of cattle to
slaughter weights or both, In addition, sclected locations withia the
district will be designated which szeem to be logical locations far en
establistivent of & cooperative fecdlot.

Production and Utilization of Feed
by Livestock and Livestock Expansion

Any marked expansion fn the preoduction and feeding of livescock in
eny county or area in Worth Dakota is dezpondent in part on the excess of .
feed supplies over those now being consunmed by livestock. Other factors
of significant influence include the desive of the individual farmex to

4The ten arezs werc so selgcted as to be contiguous to a central
city or cities and pogsessing somevhet sinmiler livestocls and ¢crop entor-
prises. The central citles or the main trading centers generally meet
the criteria vwhich way be used in the selecticn of an appropriate loca~
tion for a commercial feedlot, These criteria and the identity of the
cities are found in pages 9-13.
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obtain a more complete use of farm labor, the roughage feed supply, and
the range pasture land, and the pressure for increased income which may
be eobtained from adding to or expanding the livestock enterprise.

As with any pattern of agricultural production, altexnctive costs
and returns over the long run will determine the more or less permanent
combination of enterprises in an area. Long established practices fol-
lowed by farmers tend to persist, This persistence or resistance to
change, even though such may be economically feasible, is one of the
reasons why various recommended adjustments are not put into practice,

The preceding factors and others are of much importance in deter-
mining the type of farm organization, It is unlikely, however, that
farmers will raise or feed much more livesiock uuless there is a fairly
adequate supply of feed from year to year. The seme conclusion also
appiies in part to the establishment of a commercial feedlot.

There are a mumber of feedlots in deficit grain areas which feed
out thousands of cattle each year., Scme of these, as in Arizona, lie
between the source of feed supplies and the ultimate wmarkets; othezs
are in areas such as CGolorado where roughages and water are in plenti-
ful supply. Feedlots in North Dakats are more likely to be located where
minimum amounts oi feed have to be shipped intc the zrea,

In otder to determine the amount of execess feed, if any, in the
varicus counties, data have been assembled on:

1. Availabie grain supplies expressed in terms of bushels of
barley equivalent,

2. Roughege supplies expressed in terms of tons of hay
equivalent,

3. Available pasture expressed as animal unilt months.

4. Awmounts of these respective feed categories consumed
by the current luventories of livestock.

These county data plus estimates of the excess feed supplies are
summarized in Appendin Table 4. This table is of particulay use to 2
person who is primarily interested in the livestock-feed balance and
the potentials for expansion in a ccrtain county,

o WA m b bt v anat iAo e laad s e e S i ARy s et

5The procdedures used in Jetermining the bushels of barlev equivalent,
tons of hay equivalent, animal unit months, and smounts of feed consumed
by livestock are given in Appendix, pages 37-33. These conversion coef~
ficlents have been sugpested by Elmer C, Vangsuness, Extension Rssource
Economist, Morth Dakota State University.
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In order to obtain 2 vomevhat broader view of the situstion, the
county data fisve been surmavized by areas in North Dskota and are pre=
gented in Table 1. This table gives the current musber of beaf cows and
cattle on feed and the potentials for expansion in terms of the limita-
tions imposed by the feed supplies of the three categorios of feed, Fox
example, in Area 1, located in the northuegtsrn section of North Dakota,
the roughage supplies limit the degree of expansion in the number of baef
cows. These supplies are sufficient to provide for an additional 13,289
beef cows, an increase of about 18 percent over the current number,
asguming full usage is made of the roughage supplies. In the eame arxea,
the maximum expansion in the number of catile on fead is 33,224, or mare
than three times the current number,

Tha data fu Tabla 1 indicats that the grain-supplivs are so limdtad
in Area 4 as to prohibit an inczease in the mumber of beef cous or cattle
on feed, In view of the plentiful avallsble roughage supplies and tha
pousibility of shippinz scme grain into the area, it is likely that some
expansion in the number of beef cows can cccur. It is doubtful, however,
-that conditions warrant an expectation of an increase in fiuishing cattlae
for slaughter. :

The totals for North Dakota iudicate that the numbexr of beef cattle
could be eaponded by almost 61 percent. -Pasture appears to bz the limlt-
ing factor, If recommended practices for pasture improvement, such as
fertilization and periodic seeding and so forth were used the change
would be much greater,

bratn supplies comstitute the limiting factor to expansion of the
numbery of cattle on feed; howsver, thers axe sufficient prain supplies
to permit almost tripling the present number.,

A wore detailed anelysis of the amount of expansion in the numbex
of beef cows and cattle on feed in the viriocus areas is provided by the
organization of the data in Table 2. The maximum expangion in the numbar
of beer cows corvesponds te that listed in Table 1. The maximum expan=-
sion in the number of cattle on fead &5 also based on the data in this
table; however, the numbers have heen adjusted to take into account the
feed that would be utilized by the increase in number of beef cows.

In erdexr to be realistic, the estirated expansion in the number of
beef cows and catile on feed is limited to 25 percent and 40 percent of
the makinmum, respectively. Workers in this field may conslider these
propoxticns either tae low or too high for some arcas. If se, the propor=
tiona may be changed and adjustwents made in the estimated exponsion with
little difficulty. Any increase would represent a big increase. ‘There=
- fore it is logieel to assume that the incresse would be lesa than encuch
to utilize all surplus grain.

The potentiazl maximum expansion in the number of beef cows is



TABLE 1, POTENTIAL EXPANSION OF THE NUMBER OF BEEF COWS AND CATTLE ON FEED BY
AREAS IN NORTH DAKOTAw '

Number of beef cows Ehﬁber of cattle on feed
Potential expansion Potential expansion
in torms of excess in terms of excess
Areca Curreat - Grai% floughage  Pasture Current Crain Roughage
1 - 70,990 363,&00 '13,289 65,339 10,000 71,950 33,224
1 2 123,650 ° 424,354 76,648 103,253 16,500 35,363 191,619
3 70,580 1,464,305 719,772 124,341 18,000 122,025 199,431
§ 103,080 cecamsnae 33,728 61,994 15,500 =wmm== 84,320
i 5 3,342 1,074,393 23,978 e 11,500 89,533 59,947
6 52,275 451,935 78,706 9,335 17,000 37,6861 196,765
% 7 95,620 278,911 96,468 33,145 11,000 23,243 241,171
| 8 21,700 785,126 34,093 1,530 17,666 65,427 137,258
9 34,000 842,661 . 77,602 7,096 40,000 70,205 175,615

i0 70,6C0 357,397 133,042 - 29,500 45,296 332,603

State 976,877 6,737,282 667,326 406,538 186,666 559,703 1,651,335

*In the western aveds of North Dakota the maxinun expanzfon of the nusber
of beef cattle, that is, the mumber of head that could be added using available
feed supplies, is limitod by the supply of roughage over that which is currently
used by livesteck. In the other aveas the amount of availsble pasture is the
limiting factor. In all areas the supply of grains places a limit on the maxi-
mm expansion of number of cattle on feed,
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¢stimated at 13,209 in Area 1, If fammers did expand the number of beef
cowe by 25 percent of this maximum, the number would be increased by
3,322, or 4.7 pexcent asbove the present number., This figure added to
the present number of beef cows of 70,990 gives 74,312,

The number of calves raised is assumed at 85 percent of the number of
beef cows. Applying this proportion to the number of beef cous after
expansion, or 74,312, gives 63,166 calves.

The potantial maximum number of cattle on feed in Axea 1 was given as
33,224 in Table 1; houever, this number is reduced to 24,219 because of
the feed consumed by the expansion of 3,322 beef cows., Forty percent of
this potential maximum g 9,960, The latter figure added to the current
number of cattle on feed, 10,000, gives a total of 19,960,

. The differsnce between the number of calves raised, 63,166, and the
rumber that could be fad out to slaughter weights, 19,968, is 43,198,
which i3 an estimate of the number of feeder calves available for shipe
ping out of the area. '

The number of cattle on feed after cxpansion in Ares 8 iz estimated
at 43,824, but the mumber of calves raised in this area totals only
18,770. Consequently, it would be necessary to import from other areas
in Noxth Dzkote or other stactes 25,054 feeder calves to more fully
utilize all fez:d resources.

Under the assumptions stated above, the total éxpansion in number of
beef cows in Forth Dakota ic estimated at about 10 percent over the cur-
rent number., The estimated mmber of cattle on feed after expansion
would be about double the present mimberx.

The data which have been shown ia the tables must ba considered as
approximations of the potentials for livestock expansion in the ten arsas
of North Dakota., They do suggest, however, the direction in which expan=-
sion may take and the areas which seem to offer the greater possibilities
of expansion.

It is evident, however, tha® the excess feed supplies in mony sreas
of North Dakota are sufficient to provide for a marked increase in the
nunber of beef cous and in the number of cattle finished to slaughter
weights. The estimates of the increases listed in Table 2 ave conservas
tive 1f one considers the increassing yields of grain and hay which occur
year by year and the preat opportunities that exist for the improvement of
pastures and TERges,

In some areas of the state, particulariy those in the Red River
Valley, the size of beef cow hexds is lindted because of the small suount
of pasture per fam unit., This, in turn, limits the number of locally
produced feeders that later would go to the feedlot. The net returns
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from investment in fertilizer, weed spraying, and other crop mansgement
practices are likely greater than those which could be achieved by increas-
ing the pasture acreage and investing similar sums in livestock.

The existence of ample feed supplies, however, is not a clear indi-
cation of success, because factors other than feed may be of much signifi-
cance in limiting the expansion, Farmers who enter the livestock business
on an extensive scale for the first time not only should have an inclination
towards this type of farming but also need to possess the "know how" of
livestock management if they expect to meet with success. Management
ability needed in the production and marketing of grain is much different
from that invoived in livestock,

Furthermore, success in the preduction and marketing of livestock
depends on staying in the business over a period of time. While some
contraction or expansion may be advisable from one year to the next, the
cattle business is not one adapted tc the "in and out" procedure.

Suggested: Locations of Commercial Feedlots

The feeding of cattle to slaughter weights may be carried out oun the
farm or in commercial feediots. The location of commercial feadlots in
an ares demands s careful study of the advantages and disadvantages which
alternative locations may possess. Some of the criteria which may be used
in deciding upon an appropriste location are:

1. Supply of cattle

2. Nearness to feed prain source

3. RNearness to a trading center

4. TRNearness to feed processing plants if a feed mill is not
to be included in the orpganization

5. Hearness to slaughtering facilitles

6. Prouimity of markering agencies, auctions, and other live-
stock marketing channels

7. Adequate transportation facilities and/or & satisfactory
network of highways

8, Adequate compumity contributions related to financing and
servicing feedlot operations, the labor force, and tech»
nical services inciuding: wveterinarian, repairs, £ire
protection, power, water, sewage, and others which are
essential to successful feedlot operation

Pogsible location of commercial feedlots in various areas cf North
Dakota are as follows, ZThese locations, which are showm in Figure 2, do
not eliminate the consideration of other locations; however, it appears
that they meet at least in part the previcusly mentioned criteria. In
the actual selectfon of a location from a list of twe or more alterna-
tives, a detailed investigation of the advantages and disadvantages of
each location should be made,



Area 1, The vicinily of Williston probably should be giwven first
consideration as a location for the establishment of & commercial feedlot,
Wilileton is an important trading ceanter, and at the present time a livee
stock auction and slaughtering plant arc located there,

Bzcauge of the variability of weatuer conditions which influences
both the stabilicy of the production of fced and of feeder cattle, it is
likely that one additional camearcial feedlot in the area would be
sufficient to take care of the potential demand for custom feeding in the
nzar future, A feedlot may be able to draw om the eastern part of Montana
for feeder stock, This possibility, however, should not be given too much
erphasis becauge of the competitlon of cxisting and proposed feedlots x
leceted in liontana, )

Areg 2, At the present time, the most {mportant commercizl feedlot
in this area fs located at Deach. It appears that Lf another one is
established, the epproprisze locatiom would be in the vicinity of Dickinaon

where there are two livestock auctions, o slaughtcrin planc; and a feed
pro»essinﬁ plant, .

Area 3, This area includes Minot, vhere therc are two aucticons and
two slaughtering plonts. WNorth Dakota'z only cooperative feedlot is .
located at Sawyer, a short distance frem Minot. 'The establishment of this
feedlot was based on a careful study of altu“natxve locations, Over time,
ths organization and oparation of this fecdlot will serve ag a guide to -
the initiators of otheyr cuoperative fecdlots in Novth Dakotsa. is feedlot
has room for eyngasiou, therefore no aduznioqal lors are nceécd.

Avea 4, It 1z svggested that this svea confine its attantions to the
corcalf type of operacion because of tho apparent scarcity of feed, Any
expansion in finishing cattle to slaughtek weights should be done on the
individual Zowm; howiver, eny marked expansion alomg this line is quite .
doubtiuvl. See couments on Area 7 relaging to the Eiqmarukrmanuan vicinity.

Arza 5. There are two possible lovsiions for comsercial feedlots in
the area: in the viciulty of Rugby, where there ia un auction, and near
Devils Lake, wnerg there is an auction and also 2 slaughtering plant.

Area &, Thers srve three alternative lecations in this ares which
should be considered in the establishment of a commercial feedlor:
Jamestoun, taevey, and Carvipgton. Bovever, a guvod sized comaercizl fecde
lot is lecated at Carrington at the present time, The degrae of competi-
tien for caevle, feed, and market outlets which would be offercd by

existing commercial feedlous i3z also a factor in selecting alternative
lacations vituin an area,

Area 7, The auctions and packing plants 2t BdiemarchkeMandan offer
inducements for the establicvhment of feedlots in the vicinity of these
cities,
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Arxea 8, Considering the stability of feed supplies and the cattle
industry in general, this area, along with Azeas 9 and 10, seems to offex
greater possibilitics of finishing cattle to slaughter weights than do
other areas, either on the famms or in commercial feedlots, The one auge
tion in this area ig located at Parxk River. The latter town or Graitom,
& few wiles to the east, is a suitable location for a feedlot. Alterna-
tive locations are in the vicinity of Cavaller and Grand Forks,

Aren 9, There are more fawm feedlots and commercial feedlots located
in this avea than in any other, This may be due not only to the available
auctions at different places and the packing plant at West Fargo, but also
to the accessibility to Horth Dakota's only public terminal market at the
latter place, In addition, this area is one of fairly stable feed supplies,
Suggested alternative locations for additional commercial feedlots include

the areas near West Fargo, Valley City, and Mayville,

Arez 10, A pumber of locat{ons should be considered as possible
locations for commercial feedlots in this area. They are Lisbon, Uahpeton,

LalMoure, EHdgeley, Oakes, and Elleadale. The latter three tcuns have
auctiosns. :

The alternative locations which have been suggested for cooperative
feedlots are not the only ones where z feedlot could prohahly be operated
with success, but congideripg all factors, they do possess some distinct
advantages which other locations may not possess.

It has been suggested that Indian farmers on the various reservations
might profit 1f they had the opportunity of placing cattle in a nearby
feedlot for fatterning, thereby enjoying the same benofits that accrue to
other farmers wvho follow thls practice,

The ouly reservation In North Dakota where there 15 a significant
number of Indian farmers railsing livestock is Fort Berthold, which occuples
parts of Dunn, McKenzie, Mclean, and Mercer counties, There is no location
central to this reservation which appcars to meet the criteria which should
be considersd in the estabiishment of a commercial feedlot.

The only location uvhich holds any possibilities is in the vicinicy
of New Town., A commerclal feedlot located here would need the patronage
of both Indian and Yhite farmers if it were to be operated with & reason=
able degree of ufficicncy.

Probably tha best vay for Tadfan farmers te obtain those advantages
zeeruing to f[awmers vho fatten cattle to slaughter welghts 1s to send
then to Sauyer, where a cooperative feedlot is located. It 'is recommended
that the Burcau of Indian Affairs make the necessary arrangements with
the management of this feedlot. The location of Sauyer relative to the
reservation is such that the transportation of the young stock would not
pose a serious problenm,



The utilization of the facilities at Sawver would be attended by
much less risk than that connected with the establishment of & new feedlot
considering the capital costs and the uncertainty of volume., This plan
is at least worth trying even on a pilot basis.

It has been shown that feed supplies in excess cf those now being
utilized by livestock over a period of years are sufficient to permit an
expansion in the cow-calf operation or 'in the number of cattle fed fox the
slaughter market or both in many arcas of North Dakota. It must be empha-
sized, however, that recurring drouth years in some areas have a definite
effect on the cattle industry, cansing much ingstability both in the size
of the breeding herd and the supply of cattle that might be put in a com-
- mercial feedlot. Economical operation of a commercial feedlot with its -
relatively high capital requirements vequires a constant use from year to
year as well ags during the year at near capacity.

Figures 3 and & hove been prepared to show the degree of variability
of crop yields in each county of Nerth Dakota during the period 1940-1962,
In the space occupied by each county in Figure 2 there are recorded the
following data in the order named: range ir barley yields per planted
acre, average yvield, and index of variability of yield. Similar data are
recorded for oats in Figure 3, '

Examination of the dsta showe that the range in yields for beth crops
was wider, the average vields were lower, and the index of variability
was much higher in the western than in the eastern counties., The highest
index of variability for barley yields was 30 in Billings and Sioux coun-
ties, and the lowest, 17 in Traill County.

The index of variability of the yield of oats was highest in Billings,
amounting to 60, The lowest index of 19 prevailed in each of the three
counties, Grand Forks, Traill, and Cass.

It Is probable that an index of yields ¢f roughages and one of pog-
ture conditions would Lo&respand closely to those of yielde of barley and
oats,

This instability of the supply of stockers eand feeders along with
that of locally grown feed affecta all parts of North Dakota but particu-
larly the western two-thirds of the state. Transportation of feed from
surplus to deficit areas becomes very costly if the feed has to be shipped

6%he index of variability of yield per planted acre is more generally
known a3 the coefiicient of varisbility. This is found by dividing the
standard deviation by the average yield ard multiplying the result by 100.
The index of variability for barley yields is 48 in Burleigh County, This
means that the chances zre two out of three that the yield in this county
in any one year will not vary wmorc than 48 percent from the average yield
of 18.5 bushels,
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long distances in order to reach the feedlots, therecby adding to the
operating costs., It is essential that livestock producers, businessmen,
and others who are interested in the establishment of a coomercial feed-
lot realize some of the inherent risks involved because of the variatiom
in supply of feeder cattle and feed.

Another factor affecting the potential use of a commercial feedlot
in many areas 1s the pattern of production and marketing ranchers have been
following for yeaxs. For the most part, they have been cow-calf operators
producing primarily for the stocker-feeder market. A comparatively few
have fed cattle out to slaughter weights; consequently, they are not orien-
tated towards cattle feeding. Purthermore, most are not fully awaxe of
the advantages gained through marketing grain through cattle. To encourage
more cattle feeding in an area, eithexr on the farm or in a privately owned
or cooperatively owned feedlot, a well planned and executed educational,
program is essential. Ranchers must become acquainted with both the advan~
tages and the risks involved in finishing cattle to slaughter weights.
Even in areas such as the eastern counties of the state vhere many cattle
are now fed, an expanded educational program is advisable.

Size and Capacity Utilization of Feedlots

Commevrcial feedlots vaery in size ranging from a few hundred to many
thousand, Investigations reparding the effects of scale and utilization
“in the feedlot industry indicate that nonfeed cost savings per pound of
gain accompany an increase in the size of the feedlot and the rate of
utilization.

When feedlots are used continuously throughout the year, approximately
three-fourths of the cost savings per pound of gain associated with scale
- are reached with a 2,000 head feedlot with practically nome achieved in
feedlots exceeding 5,000 head capacity.

There are advantagss, however, which accrue to feedliots of a larger
capacity, For exemple, more market outlets are available to feedlots where
the turnout is larger and fairly umiform over the year. Further, a large
feedlot is in a position to employ high quality management, which is essen-
tial to the efficient operation of any size feedlot,

The zrate of uvtilization is more important than is the difference in
size. That is, at any particular utilization rate less than 100 percent
the cost savings per pound of gain cbtained by using larger feedlots are
less than those associated with increasing the utilization of a feedlot
of a given gize.

7McDowell, James XI., Scale Economies and Returns in Commercisal
Feedlots, unpublished Ph.D. thesis, Oklahoma State University, 1963,
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: If a feedlot can operate at an average rate of 7580 percetit
utilization, the nonfecd costs can at least be covered. In North Dakota
the scasonality of cattle foeding necegsitates almost 100 percent utiliw

zation during part of the year if an average rate of 75-80 percent is to
be attained,

The morve uniform the utilization is throughout the year, the more
efficient and econcmical the operation is likely to be, Much emphasis
will have to be placed on an educational program to get farmers £o sup=
ply cattle to the feedlot on & year-round bagis rather than seasonally.

In order to take advantage of the economics of size, probably the
minimun size of & commercial {eecdlot vhich should be considered is 2,000
head espacity., It is unlikely that a commercial lot exceeding 5,000 head
capacity will be planned in any area of North Dakota in the immediate
future. In consequence, the following analysis of costs is confined to
feedlots of 2,000 and 5,000 head capacity,

Capiﬁal Requirements and Costs

~Estimates have been made of the capital requivements of a 2,000 head
and a 5,000 head capacity foedlot, These estimatas, which are listed in
Table 3, arc subject to change from time to time and place to place;
however, they should provide a starting point In the consideration of
capltal requirements for commercial feecdlots, .

The total zequirenments for the 2,000 head and 5,000 head feadlot

. approach $1534,200 and $247,800, respectively, The items inciuded undeyx
Improvemonts aceount for about 74 percent of the total requirements for
the 2,000 head lot and 81 percent for the 5,000 head lot.

The cost of the foed mill and storage 1s included in the total
requirenents. In wmauy locations prepared feeds may be obtained from
existing ncarby facilities, thus eliminatinog the feed mill from the cap-
ital structure and roducing the capltal ruquirements to §79,200 and
$97,800, respectively.,

The decision to establish 8 commercial feedlot not enly invblves
consideration of capital requivements but also of the spvnual capital
costy, estinates of vhich ave given in Table 4, For boih size [zedlots,
the combined interest and deprecilation costs account for about 80 percent
of the total zmiual capital costs of $16,119 and $2%,467, respectively,
Again, if the feed will and storage were Jdropped, the annual capital
casts would be reduced by about 43 percent,

If o fezdiut is to be operated on an econcmical basis, the nuwmber of
cattle handled during the year zhould be about §7 percent greatew than
the roted capacity., That is, the number handled by the lots of 2,000 and
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5,000 head capacity should be close te 3,750 and 9,375 head, respectively,
This assumes a turnover of two and one~half times and a capacity utiliza-
tion averaging 75 percent,

Yearlings put in the lot weighing 650-750 pounds, fed for almost 150
days, and marketed at 1,000-1,100 pounds would result in a turnover of
2,5 times 1if the feedlot werzs in continuous operation. If calves, rathex
than yearlings, were put in the lot and partially grown there, the turn-

. over and the number handled would be less, The most important factor iIs .

~ the maintenance of a high rate of utilization if costs are to be kept at
a minimum,

The data in Tables 5 and 6 show hou the {ncressed use of capscity
results in reduced capital vequirements and annual capital costs per head,

For a 2,000 head feedlot, the capital requirements per head are esti«
mated at $77.10 vhen only 2,000 head are handled, but drop to $30,8& when
the number increases to 5,000, a turnover of 2.5 times. For the 5,000
head feedlot, the requirements per head amount to $49,56 when 5,000 are
put through the lot, An increase in the number to 12,500 reducee the
requirements to $19,32 per head, Vithout the inclusion of a feed mill
and storage, the caplital requirements decline about 50 percemnt.

Ani Increase in the volume of cattle handled duxing the year results
in a significant reduction in the annual caplital costs per head. . For
example, when a 5,000 head lot feeds out 5,000 cattle, the annual capital
cogts per head (excluﬁ ing those associated with the feed will and storage) -
are $2,72. 4&n increase in the number handled to 12,500, which represents
a maximum utilization of the capacity, reduces the annual capital costs
to 51,09 per head,

Labor Raquirements and Costs

The labor needed to perform the normal operations of a feedlot other
than those of a waonagerial nature are first presented on a per head basis
(Table 7). Most operators of feedlots compute thelr costs on this basis.0

Furthermore, the requirements and cost figures per head are based on
the total annual volume the feedlot would be expected to handle. Thus, &
feediot with a capacity of 2,000 head would handle 3,750 cattle annually
assuning a turnover of two and one-half times and a capacity utilization
averaging 75 percent. A feedlot of 5,000 capacity would handle 9,375
cattle under the same agsuwnptions,

sParc of the analysis of labor requirements and costs is based on
Improved Methods and Facilities for Cormercial Cattle Feedlots, J. F. Uebb,
Marketing Besearch Report No. 517, United States Department of Agriculture,
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TABLE 5, CAPITAL RUOUIRENENTS EER HEAD™

wcmsarssar o s p—t
A IO o -

APACTTY
2,000 Head 5,000 Head
Burber of With Without With {lithout
head fed feed mill fecd mill feed mill feed wmill
annually and storage and storaje .and storage and storage
1,500 $102,30 $52,80 o
2,000 77.10 39,60 $123.90 $61.40
2,500 61,68 31,68 9,12 49,12
3,000 51.40 26.41 82,60 40,93
3,500 44,07 22,63 70.80 35,08
4,000 38,55 19,80 61,95 30,70
4,500 34,26 17,60 55,06 27.28
5,000 30.54 15.84 49,56 2656
5,500 45,05 22,32
6,000 _ 41,30 20,46
6,500 38,12 18,89
7,000 35.40 17.54
7,500 33.04 16,37
8,000 | 30,97 15.35
8,500 29,15 1444
9,000 27.53 13.64
9,500 26.08 - 12,92
10,000 2%.78 12,28
10,500 23,60 11.70
11,000 22,53 11,16
11,500 : 21.54 10,68
12,000 20,65 10.23
12,500 19,82 . 9.82

*The data on thiz table are based on those in Table 3,
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TABLE 6. ANNUAL CAYITAL COSTS PER HEAD®

CAPACITY
2,000 Head 5,000 Head
Number of Uith ' Without Hith Wi thout
head fed feed mill feed miil feed mill fesd mill
annually and storage and storaze and storage and storage
1,500 $10,75 $6,00
2,000 8.06 4,50 $12,73 $6.79
2,500 6.45 3,60 10.18 5.46
3,000 . 5.37 3,00 8.49 4.53
1,500 4,60  2.57 7.28 3.83
4,000 4,03 2,25 6037 3.40
4,500 3.58 2.00 5,66 3,02
5,000 3.22 1.80 5,09 . 2,72
5,500 : - 4.63 2,47
6,000 4,24 2.
. 6,500 3,92 2.09
7,000 ~ 3.64 1.9
7,500 : 3.40 1.02
8,000 ’ 3.18 1.70
8,500 3.00 1,60
9,000 2.83 1.51
9,500 2,68 1.43
10,000 2,54 1.36
10,500 2.43 1,30
11,050 2.32 1.264
11,500 2,21 1.13
12,000 2,12 1.13
12,500 2,03 1.09

+The data in this table are based on those in Table 4,



It 18 also assumed the work year consists of 50 weeks and the work
week, 44 hours or a total of 2,200 man<hours. The yard labor is estima-
ted at $2,20 per hour; however, the annual salary of a full~time yard
vorker is based on 52 weeks of etployment or $5,034.

The data included in the table below ure based ou improved physical
layouts for both sizes of feedlots which are discussed in this report,
The layout for the larger feedlot, that is, the one with a capacity of
5,000 head includes a feed mill.

TABLE 7. LADOR REQUIREMENTS AND COSTS FOR PERFORMING THE. YARD WORK IN
OPERATION OF FEEDLOT

Capacity: B Requivempnts Costy
‘ Man-hours Hantequivalentaa* ‘
Rumboer of Pex Annual Annual © Annual
Head YHead Total® Total Total
Number Rumber Number Dollars
2,000 1.04 3,900 1,77 . 3,910
S,OQO 1 .85 7,969 3.62 ‘ 18,223

*The total man-hours required zre obtained by multiplying the require~-

ments per head by 3,750 and 9,375, rOSpectively.

*rian~equivalents are derived by dividing the total man-hours rnquxred

by the work year of 2,200 hours,

The réguired yard labor in terms of man-equivalents amounts to 1.77
and 3.52 for the respective capacitiee. The cost figures, however, do
not take into account the vard work that normally is performed by the
manager. FThe adjusted costs which are shown in Table 8 are based on the
following assumptions:

The yard work performed by the manager in the smaller feedlot
ampunts to .77 man-equivalents and in the larger feedlot, .02
man~equivalents.

The annual salaries of the managers are estimsted at $7,500 and
48,500, respectively.

The cost of bookkeeping is the final Ilabor cost that wmust be added to

the yvard and management costs of $12,534 and $23,602, respectively, to
obtain the total labor costs involved in the cperations of feedlots with
capacities of 2,000 and 5,000 head. This cost is estimated at $1,800 for
the smailer feediot and §2,600 for the larger feedlot on the assumption
that the bockkeepers would be employed on a part-time basis,
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TABLE 8., LABOR REQUIREMENIS AND ADJUSTIED COSTS FOR PERFORMING YARD AND
MANAGERIAL WORK IN OPERATION OF FEEDLOTS

Capacity: | Requirements Costs
Humber Man-hours Man~equivalents
of Anmal Annual Annual
Head Total ' Total Total
Rumbex Number Dollars
2,000 3,900 Yard Vork
: Manager w77 5,775
Other Labor 1.00 5,034
Total 1.77 : 16,5809
Mansgenent 223 1,725
: Total 2.00 12,534
5,000 7,969 Yaxd Work
Mamager .62 5,270
Other Labor 3.00 15,102
Total 3,62 20,372
Managenent 238 3,230
Total 4,00 23,602

TABLE 9. ANNUAL CAPIZAL AND LABOR COSTS IHVOLVED IN OPERATION OF FEEDLOTS

Capacity and Capital amd Labor Costs
Type of Cost Annual Total Par Head
a-uo«-nuﬂollarguu-no.ntu

2,000 Head

Capital 8,995 . . 2,40
Labor : :
Yard 10,809 2.88
Management 1,725 ' .46
Boolkeeping 1,500 248
Total 23,329 6,22 -
5,000 Bead¥
Capitsl 25,467 2.72
Labor
Yard 20,372 2,17
Management : 3,230 034
Bookkeeping 2,600 +28
Total 51,669 5.51

*The layout for a feedlot with a capacity of 5,000 head includes a
feed mill. If such were excluded, the capital costs would be reduced to
$13,592. Specific advantages acerue to feedlots with capacities of 5,000
head or more which have their ouwn feedmill and storage.
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Total Capital and labor Costs

Table 9 gives the sum of the capital costs and all lahor costs for
each size feedlot and the cost per head assuming that the smaller feedlot
handles 3,750 head annually and the larger feedlot, 9,375 head.. These
costs total $23,329 and $51,669, respectively. On a per head basis the
costs are $6.22 for the smaller feedlot and $5.51 for the larger,

There are other costs involved in the operations of a feedlot, such
as gasoline or other fuel for operation of machinery, electricity, etc;
however, the capital and labor costs probably account for at least 90
pevcent or more of the annuzl operating costs,

Results of a Survey of North Dakota Fermersd

A recent inquiry was divacted at Horth Dakota farmers by the
Agrlcultural Extension Sexvice, North Dakota State University, for the
purpose of obtaining information regerdipng the pattern of livestock proe
duction and marketing in Horth Dakota. 7Thie inquiry also included acces-
sibility of commercial feedlots to livestock producers; the plans of
producers regarvding livestock expansion in the next few years; and thelr
intevest in and probable participation in the organization of coopera-
tively ouwned feedlots,

Replies to the inquiry vere reccived from 771, or 32 percent, of the
2,381 farmers who were contacted by wail. Of the number who replied, 443
kept beci cows or heifers two years old or over, 30 had dairy cattle, and
the remainder had no cattle, The discussion which fellows and the tabu~
laticus iucluded in Appendix, pages 40-41, are based mainly on the replies
of these 443 fammers vho are waintsfning a beef herd, There were 118
farmers, or 27 perceat of this group, who fed cattle to glaughter weights,
the propoxtions ranging from 20 percent or less in Area 1 through & to
40 percent or wowve in Arcas 8, 9, and 10,

Only 50 of the 113 farmmexs were opevating their feedlot to capacity,
The reasons given by many for a less than full utilization included:
“"shortage of water," "difficulty of obtaining efficlent help,” and "lack
of feed.,” Some indicated the lack of capital was a factor limiting the
nunber of feeder stock purchased,

The terminal market appears to be the most {mportant market outlet
for slaughter cattle marketed from asress in the eastern part of North
Dakoca. This is pvobably due to the proximity of the terminal market at
West Fargo. In wmost of the other sreas farmers warket most of their
slaughter cattle through the suction,

Cnly 95 faurers, or 21 percent of those keeping beef cous, reported

8The nature of the inquiry 1s found in the Apperdix, page 39.



that there was a commercial feedlot in their area, Almost opne-half of
these were located inm Area 3, where the cooperatively owned feedlot at
Sawyer is located. Uith the cxception ‘of Area 3, less than one<half of
the producers who said there was a commercial feedlot in the area knew
little about its operation. TFor example, most of them did not know
whether or not the management provides for custom fesding of cattle,

Only 11, or lese than 3 percent, of the 443 farmers said they sent
cettle to & comuercial feedlot for custom fecdinmg. 7This low numbex is
probably another indication of the very limited number of custom feedlots
to which farmers can send cattle for custom feeding. The small number of
such [eedicts, however, wmay be due co the lack of demand on the part of
livestoek producers for the varfous services which commercial feedlots of
this type are able to vendey, - This lack of interest and demand is likely
due to inadequate knowledge on the part of producers regarding the objec-
tives and methods of operation of these fecedlots and the cost savings and
other advantages vhich they can offer to the producer. Also, it may be
due to the fact thst a change to custom feeding involves a departure frem
long egtablished patterns of livestock production and marketing.

Seventy~-seven, or 17 percent, replied in the affirmative to the ques«
tion: “If your area does not have & cormerzial feedlot that does custem
feeding, should sne be organized?" The highest proportions of the farmers
replying were 38 percent and 37 percent In Areas 1 and 4, regpectively.
More than one=-third, or 160 out of the 443 farmers with beef cattle, sald
that if a new feedlot were orxrganized, it should be set up as & cooperative;
however, many of thase did not int;nd to patronize the feedlot,

The number of farmers who indicated that they would buy at least one
or tuo shares of stock in a 2,000 head capacity feedlot totaled 61, and
38 saild they would buy at 1east this many in & 5,000 head capacity feedlot.

According to the xeplies, fammers cxpect to expand thelr livestock
cperations during the next few years, The mest imporzant phase of this
expansion will be an {ucrease in the slze of the boef herd; 58 pavcent of
the farmers said they expected to enlarpe the herd, the propertions rang-
ing frem 39 percent in Area B to 67 percent in Axea 2. More than one-
fourth (27 percent) expected to feed more cattle to slaughter weights on
thelr oun farms. The lowest proportfon, 15 percent, was in Area 6 and the
highest, 41 percent, In Area 9. Cnly 1l percent expected to make greater
uze of coumercial feedlols.

The porticular phase of the cattle cycle which exists at the present
time undoubtedly influences the intenticns of livestock producers, If the
inquiry had been made at a time when returns from fattening cattle were
moxe favorable than at present, it is likely that a larger proportion of
farmers would have indicated that they intendeq to expand their cattie
feeding operazions,

The replies to the inquiry confirm the previously held eplalon that
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a conparatively few farmers have access Lo 8 commexcial feedlot which hag
arrangements for custon feeding of cattle, Unless producers live im a
vicinity where there is a feedlot that provides for custom feeding, it is
unilkely that they axe avare of the advantages of this type of operation.
Before a feedlot of this type 1s organized, elther on 8 cooperative or
other basis, 1t is essential that anm educational program be put into effect
in order to analyze the pros and cong of sending cattle to 8 commercial
feedlot for fattening to slaughter welghts,

Cooparatively Owned Feedlols

If a group of farmers and businesswen in a community decide that a
fezdlot should be organized vhich will provide for custom feeding, the

question arises asg to whether it should be organized on a cooperative
basls.

North Dakota famners, whose activities have been concerned malnly
with the production and marketing of grain and/or dairy products, have
long bean associated with cooperative clevators and cooperative cresmeries.
Further, they sre well awvare of the requisites to successful cooperative
enterprise as well as the distinct benefits to be derived therefrom,

Since the decline of livestock shipping associations, Forth Dsiota
livestock producaxs have had less direct contact with cooperatives. This
ig probably one of the reassons why producers whe were included in the sure
vey of Novth Dalata farmers fndicated a geruine interest in the oxganiza-
tion of cooperatively owmed feaedlots.

The organizevs of a cooparative Fecdlot need to understand the
features of a cosperstive organlzation and the benefits to be dexived
from this type of opevation. In general, a cooperative feedlot would
have the following features:

1. Ounership, control, and benefits would be retained by the
livestock producer vho uges its services.

2, The sexvices to be provided by a cooperative feedlot to
ire wembers would include:

a, Providing of shortetern credit to members for finance
ing of cattle or assisting merbers to cobtaln credit
from other sources.

b, Oxdexr buylng of calves or cattle for members to place
in the feeding program or accept calves produced by
fawer nembers.

¢, Centracting out calves or zattle ro famar members
for & warm-up pericd, assuming that the financial posi-
tion of the cooperation is such chat it can buy young
stock, (This will allow the member the cppertunity to
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market otherwise nommarketable feeds and at the sawme
time receive a return on a part of hig labor that may
not be readily marketable in other forms,)

d, Feeding out of cattle and calves previously contracted
out to farmer members and feeding out of beavier cattle
produced or purchased by members for direct placement
in the feedliot,

e. Providing marketing services either direct by the )
feedlot or through existing cooperative marketing T
agencies or slaughtering plants. - '

The cooperatlﬁe feedlot could benefit its members as a concentrated
operation as opposed to smull individual operations in the following ways:

1. Provide expert feeding and markafing maﬁagement, which
they as individuals could not otherwise cbtain,

2. Obtairn many of the buying and selling advantages now
enjoyed by privately owned commercisl feedlots,

3. Provide for reduction of risks by pooling arrangements,

4, Provide a means by which many swall farmers can expand
the size of their operations and increase their income
bevond that which would be possible for them acting as
individuals.

. The achievement of the above benefits depends in larpge part on the

quality of the wanagement and the recognition of the Importance of effie
cient mansgement by the members. A cooperative is & business organiza-
tion, and its success depends in large part on maintaining sound business
practices. ' '

Financing Couperatively Owned Teedlots

The decision to establish a cooperatively owmed feedlot rests pri-
marily with the producers in the area. The data in Table 3 indicate that
the capital requiremente of a 2,000 head and a 5,000 head capacity feedlot
are approximately $154,200 and $247,800, respectively. The amount of
operating capital is estimated at $20,000 and $34,000, respectively.

One of the wain points that would need to be emphasized by the inie
tiators of a cooperatively owned feadlot is that at least 50 percenmt of
the capital requirements should be furnished by the prospective patron
members, Corseguently, the ainlmm contributicns by the latter towaxds
the purchase of shares of stock amount to $77,100 for a 2,000 head capa-
city and $§124,500 for a 5,000 head capaecity, These raquirements could be
reduced by approximately one-~half if feed is secuvyed from other processors,
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In wrder to keep the feedlet operating at e minimum of 75 percent
capacity on an average, it would be required that the number of cattle
put in a 2,000 head feedlot during the year should be at least 3,750 and,
for a 5,000 head faedlot, 9,375, If each member supplied an average of
fifteen head of cattle to the feedlot, the number of members would approxi-
mate 250 and 625, rvespectively.

With the members {inancing 50 percent of the capital requirements,
it would be necessary for the 250 merbexs of the 2,000 head capacity to
purchase a wmininum of $308 of capital stock. This assumes that the mini~
mum amount of operating capitsl required is $20,000. This amount is
essential considering the instability of the production of feeder cattle
and feed.

For the 5,000 head feaedlot, the contribution of almost $200 would be
required per member if the operating capital were to be maintained at a
minimum of $34,000.

The maragement of 2 cooperatively owned fecdlot may bill the patrons
mouthly for tha feed and yardape expense or wait until the cattle are
sold from the lot. If the latter praceduzﬁ vere folliowed, the amount of
working capital needed would increase in proportion to the amount of
credit sxtended.

It is essential that fairly accurate estimates be made of the capital
structure before plans are presented to a8 group of farmers who are inter-
ested in patronizing this type of srganization. Also, it is necessary to
survey the avea in order to determine the probable sources of feeder
stock and the nurber of farmers who would provide aniwals for custom
feeding,

Ceaperativey have access to a nuwber of scurces of funds which are
required in addition to the patvon members' contributions, One of the
main scurces which should be investigated is the Bank for Cooperatiwves.
The Eank for Cooperatives was organized for the benefit of producer
coaperatives, and this organization is in a position to extend poaitive
suggestions for sound financlal management.

Ancther source is the rural electric cooperative., The cooperatively
swned feedlot at Sewver, North Dakoia, was financed ia part by this organi-
zation, UNormally, the amount of money this orgaanization can loan is
detexmined by the value of the electrical egquipment and its use,

Area Redevelopment Administration funds woy be available fo help
finance facilities in designated areas.

Ancther source of capital ig from the sale on priferrved stock, non
voting, teo non producers,

Local barnks also are available to service cooperatives; however, tha
large amount of capital required may prohibit the local banks from parti-
cipatiag in financing the feedlot.
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The proprietors of a non-cooperatively owned feedlot with aduquate
financing ¢an buy feeder stock on Lts ocun account 1if the amount of custom
feeding is not sufficient to provide for adequate utilization of the
feedlot facilities, Host of the existing feedlots in Worth Dakota cone
fine thelr opevations to buying and selling on their vwn account, It is
doybtful if a cooperative should engage in this type of operation because
of the amount of capital required and the risk involved; however, such
operaticns may be necessary st times to keep opevating expenses in line,

Financing the Producer

A& rancher whe has folloued the pattern of ralsing and selling young
stock receives his money at the time of sale, Yf he puts his cattle in a
feedlot, he must vait frem four to six months before hie cattle ave ready
for sale. This waiting perlod tends to be an obstacle to a rancher who
may be thinking about changing from a cou-calf operation to finishing
cattle four the slaughter market.

Likewise, the farmer who is classificd as & grain farmexr hesitates
to change over to even a partial livestock operation because of the wale-
ing period befors he can wmale his cesh sales., This is true evaen though
many cash grain fawmers could fmprove thelr fimdncdal status and cbeain

2 better utiiization of their rescurses, particularly labor, if chey added
livestock to their operations,

It is doubtiul if coopcratively owned feedlots will éver becoms
important in North Dakota unless ths produceyr can be financed from the
time he puts catile in the feedlot umtil they are teady for the market,
This should not be toc diffieult a task because the young steck put in
the feedlot could be used as collateral for the loan, the amount of the
loan depending on the current value of the collateral.

Feed and yardage costs vhich axe uoually paid monthly depend on the
velght of eatile vheo they are put in the feedlot and on the price of
fecd, Assume that this charge amounts to 45 cents per head per day for
yearlings weizhing 650 pounds. If they ave kept on feed for 150 days,
the cost would bo §67.50 per head. For cattle weighing 450 pounds the
cost per head per day would approximate 35 cents,

In the more prominent fesding aress of the Unlted States, particularly
in the cornbelt reglon, local Lanks and other credit agencies, such as the
production evedit sssoclation and Farmers® Home Administration, loan funds
to farmers whe arve carrying their stoek through extended feeding perilods.

In the aveas vhere feoding to slauphter weights is wot cowmon, local
credit sovrees ave not fully acquainted with the pracedures followed in
other areas. Consequently, the success of a cooperative program not only
depends on promocing an educatlonal cawpainn among ranchers but &lso among
banks and other lending agencies.
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If the cooperative feedlot L@ to be the scurce of funds, then it is
nacessary for the organization to make arvangements for operating capital,

Sungaxy and Conclusions

Available feed supplies on the average inm North Daketa are such as
to permit a 10 percent expansion in the number of beaf cows and a doubling
of the number of cattle fed to slaughter weights. Expansion possibili-
ties prevell in practically all areas; houever, they are more pronounced
in some areas tham in others.

It is recognized, however, that & nurbaer of other factors will {nflu-
ence the degree of expousion that may be expacted in the future., Frominent
among these iz the resistance to changing the mode of farming, that is, &
reluctance to change the combination of enterprises. This reluctance often
is a recognition of the particular management sgkills prerequizitz to suce
cessful livestock operatioms, skills that ave not common to those requized
in graia farming. :

In sddition, end this iz impovteat, some farmers choose to maintain
the status quo as a watter of prefavence, even though the changeover to
gome phase of cattle feeding osperations usuld prove profitable, Probably,
the factor which will ultimately dosinate in bripping about a change in-
volving an lncrease in cattie production and fecding will be the cconomic
preasure on the individual to increase his Iincome.

Fepdineg cattle in commexcial feediots has distinct advanteges over
feeding on the farm, It enables the produser to put his cattle through
to slaughter welghts vithout interrupting the regular program of fam work.
Of particular importance to the smallicr fermer or one with only a modeyste
degree of experience uith livasteck is ths opportunity to obtain the serv«
ices of the gpecialized managewent of the feedlot in partizular as it
relates to the nutritional aspects of cattle feeding.

The deterumination of the locatlon of 2 feedlot 19 an area denands
careful scrutiay of alternative locations, 7The ultimate selection should
be baged on hov close rhese locatlons nzel specified criteria. The pax~
ticular Locations mentionad are not all inclusive but are at least
suggestive.

The capitsl requiresents and ansunl capisal costs heve been determined
for commercial feedlots of 2,000 and 5,000 head capecity, It is estimated
that wheu feedlots are used contimucusly throupghout the year, sbout threee
fourths of the cost savings assoclarzed with scale of operations are veached
with a 2,000 head feadlot, with practically nonme achicved in feedlote
excesdinp 5,000 hoad capacity, Im faet, the rate of utilization is of
particular lmportance,

In addition to efficiencies of sise and higher rates of utilization,



a nunber of price and marketing advantages accrue to feedlots having thesge
efficiencies. It is doubtful 1if elither a 2,000 head or a 5,000 head capa-
city feedlot can be opermted economically unless the number being fattened
" in the lot averages around 75 or 80 percent. This means that at certain
times in the year the lot rmust be filled to capacity. To insure an eco-
nomlec operation, it is likely that the number of cattle put in the 2,000
head capacity during the year should be 3,750 or more. For the 5,000 head
capacity the number should be sbout 9,375.9

This is a point vhich should be emphasized when an individual or.

group of individuals is considering the establizhment of a commercial feede
lot. ’

The capital requirements and the capital cost filgures which have been
prescnted are approximations. and will gerve as a starting polnt in analyze-
ing the capital structure of a contemplated feedlot.

The labor requirved to operate a 2,000 head feedlot vhich feeds out
3,730 cattle annually includes a manager vho devotes one-fourth of his
tize to menagement and one other vorker, The operation of a 5,000 head
feedlot which handles a total of 9,375 cattle during the year requires
four men including the manager. The latfer spends almost three-fifths of
his time on wanageriel duties. '

It 13 evident that commercial feedlots of the size considered in this
study require a cowmparatively swmall amount of labor. Comsequently, they
cannot be considered an important market for surplus labor in the community,

The analysis of the replies to a survey by the Extension Service of
2,380 farmers shows rathey definitely thet comparatively few farmers have
access to a commercial feedlot that docs custom feeding, Thip indicates
the need for additfonal feedlots in North Dekota which do custom feeding.
At the present time, unlcss the young stock can be fattened on the home
famm, it is necessary to gend them to matrket. The farmer does not have
the opportunity to have thew fattened In a commercial feedlot and at the
same time retain cwnexshlp of the cattle. In North Dakota, farmers have
a minimus acquaintance vith the operationg of commercial feedlots.

The establishment and operztion of 3 commexcial feedlot is attended
by a certain amount of risk. If the feedlot is privately owned, the

opervator agsumes full responsibility for fts operatiom, its success or
failure,

Before a cooparatively owned fesdlot is organized, the interested
parties should acquaint the prospective necmbers and patrons with all
phases of its operation, obligations of the members, and the benefits to
be derived from this type of business orpanization. It &s apparent that

9'Ihese figures assume a turtover of 2.5 times, and an average capacity
utilization of 75 percent,
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amuch ground work of an educational waturce is essential. A minimum kneowe
ledge on the part of the members is not enough; full acquaintance with all
phases of the cooperative enterprise is essential, Contracts to assure
patronage from the membars of the cooperative organization are necessary
if the desired utilization is to be attained,

It is doubtful Lf intensive ingerest and participation fn a coupers~-
tively owned feedlot will prevail unless the farmer can be flnanced from
the time he puts cattle in the feedlot until they are ready for market.
This means that the Inltlators of this type of feedlot must make arrange-
ments with the various financial agencles for the financing of fammer
coopurators., In some cases the coopezative litgelf may have sufficient
operating capital so 1t can provide shoxt-term credit to members.

Because cooperatively ouned feedlots are new in North Dakets, lenders
who have loanable funds will require complete detaills of the objectives
and methods of opevation. A certain amount of educational work ameng
these groups is essential,
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METHODS USED IN THE DETERMINATION OF MAXIMUM

EXPANSIOR OF LIVESTOCK PRODUCTION ON BASIS OF EXCESS FEED SUPPLIES

Fiveeyear averages of the production of grains and voughages were
obtained., These averages were converted to bushels of barley equiva-
lent and tons of hay equivalent, respectively, by use of the following
cenversion factors:

Grainsg Roughapes
Barley 1,09 All hay 1,000
Corn 1.25 Corn silage +333
Oats .63 . Sorghum silage 333
Millet 1.25 . Sorghum forage 1.000
i Corn forage 1.000

The acreages of cropland pasture, woodland pasture, and other (open)
pasture, as veported in the 19259 U.8, Census of Agriculture, were con-
verted to animal unit months by multiplying the respective acraages
by the following facters:

Areas of North Dakota

West Central Red River Walley
Cropiand pasture 1,250 1,667 2.500
Oren pasture 667 833 1.250
Woodland pasture 417 +522 .833

The number of the verious kinds of livestock was multiplied by the
following feed requirements per unit in order to obtain sstimates of
the utilizarion of graiwns, roughages, and pasture by livestock.

Reoulvements pey unil

Bushels of Tons of Animal
Spurce of dats barley hay unit
squivatent  equivalent wmonths
Beot Estimates by county -
Cows agents, Jan, 1, 1963 5.0 2.0 7.0
Cattle Estimates by county
on feed apents, Jan, 1, 1963 60,0 .8 -
Dairy Morth Dakota Crop and
£owWa Livestock Statistics,
Jan. 1, 1962 40,0 6.5 7.0
Stock North Dakceta Crop and
sheep Livestock Statistics,
Jan, 1, 1962 45,0 L 1.2

{econtinued)
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Reguirvements per unit (continued)

Bushels of Tong of Aniwmal
Source of dats barley ‘hay unit
equivalent equivalent months
Laying North Dakota Crop and
hens Livestock Statistics,
Jant 1’ 1963 1055 indaded -
Litters 1959 Census of
of hogs Agriculture - 140 - -
Turkeys 1959 Census of
valged Agriculture 1.0 o - w
Hotses 1959 Census of
Agriculture 10.0 2.0 6.0

The diffevences between the amounts of the respective feeds produced
and the utilization by the inventories of livestock provide estimates
of excuss feeds uhich may be used for cxpansion of livestock production.

The excess feads divided by the per unit requiremente of beef cows and
cattle un feed gives aw estimate of the manioun expansion of these
classes of livestock,
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BEEF CATTLE: SURVEY OF NORTH DAROTA FARMERS
BY EXTENSION SERVICE, NORTH DAROTA STATE UNIVERSITY

Matling address Size of farm BOKeR

1. How wuny cattle do you have on your farm? Total cattle » Beef cows and
heifers two years old and over s Steers s Calves s Others

2. Do you feed cattle to slaughter weigits on your farm? Yes No

2. How many do you usually feed?

b. What percent of the number fed are rarsed on your farm?

¢t. Ave you operabing your fesdlot to capacity? Yces No

d. Would you feed more cattle to slaughter weights if the size of the feedlot
parmitted? Yes No

e. What oLlher factors Limit ihe number of cattle that vou feed to slaughter

weightg?
3. Do you usually purchase calves! (es No Yearlings: Yes o
a. Yhat is the usual weight at time cf purchase? Calves Yearlings :
4. Where do you usually sell vour cattla? '
a. Slaughter cattle: Terminal market __, To a direct buyer __, At an suction
b. Feader cattie: Terminal market ___, To s direct buyer _ , At an suction
3. Is there a commercial feedlot in your area? Yes No
a. Loecstion (near what townm)
b, Miles from your farm
- ¢, How many caitle can it hondle at one Lime!
6. Does this commercial feedlot accept cattle for fecding on 8 custom basis?
Yos Ho
7. Dees tuls feeTIoU buy catile directly, that is, take title and finish thea for
slauvghter? Yes Mo ‘ .
8. Do you send cattle to this or any other commercial feedlot for custom feeding?
Yes dNo _ '
&, What is the usual number?
b. The cattle are put into the cotmercial leedlot at wnat weight?
¢. What percent of the cattle which you purchuse are put in a commexcial feed~
lot for finilshing on a custom basis?
None __ , 1-24% ___, 25-4%% ___, 50<780 ___, 15=95%h .. ALl
Y., 1If your area does not have a commercial feedlot that does custom feeding:
&, Should one be orpganized? Yes No
b. How many cattle would you usualiy send €0 the lot for custom feeding? :
10, %f a new f§edlot were orvganized, should it be set up on a cooperative basis?
28 ) ;
&. Preducers should furnish at least 50 percent cof the capital requirements of
8 cooperatively owned feedlot., The minimum capital vequiremeits of a 2,000
head capacity lot are about $70,000 and of a 5,000 head lot, $125,000.%
What would be the maximum number of shares of stock that vou would purchase
if each share sold for $1007
2,000 head capacity - Number of shares
5,000 head capacity - iumpber of chares
11, Do you expeet to expand your beef cattle operation during the uext few years?
If so, will the expansion involve:
a. An increase in number of beef cows? Yes Yo
b, Increase in number of cattle fed to slaughter weights on your own farm?
Yes Mo
c. Greater use of commercial fesdlots? Yes No
*These fipures vepresent 50 percent of total requirements or the propertion
of total that should be supplied gy the farmers.,
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TABLE 1, CATTLE AND CALVES: INVENTORY NUMBERS, CALF CROP, AND DISPOSITION,
NORTH DAKOTA, 1958~1963%

Item 1958 1959 1960 1961 1962 1963

- ... thousand head = = = = = = = = = = =

Number on hand
beginning of year,
January 1

All cattle and calves 1,831 1,794 1,758 1,881 1,862 2,048
All cows, 2 years

and older 954 952 953 963 983 1,044
Calves born

Number 849 866 848 8856 004 950

Percent of cows .

2 years and older®¥ 89 91 89 92 92 ol
Inghipments 20 21 19 56 92 76
Marketingg#is

Cattle 532 517 431 583 506 586

Calves 276 298 203 268 195 192
Farm S5laughter

Cattle 22 25 26 24 22 23

Calves 8 6 6 6 6 5

- Deaths ‘
Cattle » 26 30 30 32 34 32
Calves 42 47 43 48 47 48

All cattle and calves
on hand December 31 1,79 1,758 1,881 1,862 2,048 2,232

*U,.S. Department of Agriculture, Statistical Bulletin Wo. 333, Iivestock
and Meat Statilstics, 1962,

U.S. Department of Agriculture and North Dakota State University,
Agricultural Statistics Nos. 8 and 12, North Dakota Crop and Livestock
Statistics,

**Figure represents calves born expresged as percentage of January 1
inventory of cows and helfers 2 years and over,

*%%Bxcludes interfarm sales,
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TABLE 7, DIRECT SHIPMENT OF zlonm DAKOTA STOCKERS AND FEEDER CATTLE AND
CALVES BY STATE OF DLSTINATION, 1958-1963%

State 19538 1959 1960%%  19G1%* 1962%% 1963

'-°*'-""°"-ﬂiﬂus8ndhead"’*"""'"-""

Minnesota 124 95 84
lowa 115 70 48
South Dakota 3z 2 21
Illinotie . i4 6 7
Webraska ' 23 10 3
Wisconsin ' & 5 3
Colorado 6 5 3
Hontana & 9 9
Other States w&ﬁ ‘_ﬁ “~Z
All States 292 283 243 340 226 183

11,8, Departwent of Agriculture and Horth Dakota State Univarsity,
Statistical Bulletins los. 6, 10, and 12, Crop and Livestock Statisticn,
Horth Dakota, 19260, 1962, and 1963, .

**Shipments to individuals and feedlots not consigned ¢o public stocke
yards and not intended for immediate slaughter.

**%Excludes Tisconsin. Vata for individual states are not availsble.
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TABLE 3. NUMBER OF FED CATTLE AND CALVES MARKETED ARD KUMBERS PLACED O
FEED BY QUARTERLY DATES, NORTH DAKOTA, 1958-1963%

Total Fed Cattle Cattle and Calves
Marketed Placed on Feedw®

---*-""thmﬁandhead'-----"'

Year and Quarter

1958
Octcber 1 = December 31 32 ' 101
1959 _ o . ' -
January 1 - Maieh 31 ' - 54 k3
April 1 - June 30 40 17
July 1 « September 30 36 26
Cctober 1 = December 31 36 103
1950
Janvary 1 « Maxch 31 55 60
April 1 = June 30 50 18
July 1 -~ September 30 33 29
October 1 ~ December 31 40 151
1961
January 1 - March 31 64 39
April l- June 30 66 21
July 1 - September 30 67 32
Cetober 1 ~ December 31 &1 95
19524 :
January 1 » March 31 - 50 31
April 1 ~ June 30 41 16
July 1 ~ Septecber 30 52 28
October 1 - December 31 27 132
19643
January 1 - March 31 48 27
April 1 ~ June 30 48 16
July 1 « September 30 43 29
October 1 - Dacember 31 50 122

*1, 5, Department of Agriculture and North Dakota State University,
Agricultural Statistics No. 7, Noxth Dakota Livestock County Estimates,
U.S, Department of Agriculture, Cattle on Feed Reports, 1925-1961.

U,8. Department of Agriculture, Statigtical Bulletin No, 333,
Livestock snd Mea® Statistics, 1962,

*Includes cattle placed on feed after begimning of quarter and
warketed by end of period.
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