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INTERREOIONAL AND INTERNATIONAL 
COMPETITION IN THE CATTLE/BEEF 
INDUSTRY 

Raymond A. Dietrich, Donald E. Farris 
and Gregory M. Clary 

Interregional and international conpetl- 
t i v e  relationships i n  the ca t t l e  and beef 
Industry undergo continual change i n  response 
t o  rapldly changing econmlc, social and 
p o l i t i c a l  conditions. This paper examines 
SOY of the factors generating changes i n  
regional conpetitlve allgnnsnts including: 1) 
recent structural  changes i n  the ca t t l e  
industry wlth M j o r  focus on the ca t t l e  
feeding/?& beef sectors. 2) current c n p e t i -  
t i v e  al igment i n  the cat t le  feedlng/fed beef 
economy, 3) the i-ct of spedf ied regional 
factors on msional c n p e t l t i v e  position, and 
4) the ro le  o f  the United States i n  the 
world's beef business. The major focus i s  on 
the ca t t l e  feedlng/fed beef industries and i t s  
influence on the demand fo r  feeder cat t le.  

FACTORS 1)IPACTING REGIWL ALIGWIKNTS 

Changes i n  the livestock economy during 
the 1915-85 decade were generated by increas- 
inp energy and labor costs. increases i n  
Interest rates. highly f luctuat ing l ivestock 
and feed grain prices. and changes i n  the 
demand for b w f  and cwpeting products. These 
modifications stimulate adjustnnts i n  loca- 
t i o n  and slze of operatlons. i n  marketing 
strategies. and i n  patterns of d is t r ibut ion as 
firm seek to conpete. M j o r  differences 
exist  wi th in and between most regions of the 
united States with respect t o  the location and 
concentration of potenttal beef consuners. 
demand f o r  beef, ca t t l e  feedlot operations. 
and cormrc ia l  ca t t l e  slaughter operations. 
I n  addition. major dlfferences are also 
appamnt wi th in and among mcst regions i n  
annual cal f  crops, annual feed grain produc- 
t ion, feed mquiremnts for livestock other 
than catt le, and size and type of ca t t l e  
operations. 

Major changes are also evident i n  the 
structure and size of feedlot operatlons. 
F a m r  feeders or  l o t s  with less than 1.000 
head capacity represented about 98% of the 
t o t a l  feedlots i n  1980, but accounted f o r  less 
than 28% of  the fed ca t t l e  marketings compared 
t o  45% i n  1910. C o n u n i a l  feedlots. those 
wlth 1.000 or more head capacity, accounted 
fo r  less than 2% of the t o t a l  feedlots. but 
they accounted f o r  more than 10% of  the fed 
ca t t l e  fmrketlngs i n  1980 conpared t o  55% i n  
1910. 

The rapid exbansion of large scale cow 
m r c i a l  ca t t l e  feeding i n  the Southern and 
Central Plains and the re la t ive  decline of 

feedlng i n  the Corn Bel t  between 1965 and 1985 
encouraged increased competition fo r  resources 
u t i l i zed  by ca t t l e  feeding f i n s  and f o r  fed 
ca t t l e  and fed-beef markets. While many of 
the necessary ingredients f o r  ca t t l e  feeding 
are located i n  the Corn Belt, and the Southern 
and Central Plalns. about ha l f  o f  the U. S. 
population i s  concentrated i n  the Northeast 
and South. Approximately half o f  the U. 5. 
beef caws, whlch produce feeder catt le. are on 
f a r m  and ranches i n  the Southern Pla4ns and 
the Southern and Southeastern states. 

The c a t t l e  slaughter industry, especially 
fed-cattle slaughtering, i s  characterized by 
large and highly specialized ca t t l e  slaughter 
plants with national systems of  distr ibution. 
There are. houever. r variety of d iversi f ied 
or smaller slaughterers outside the main 
ca t t l e  feeding areas. Conurcial ca t t l e  
slaughter has increased primari ly i n  those 
areas real iz ing large increases i n  ca t t l e  
feeding as the Central and Southern Plains. 
Catt le slaughter firms have found i t  more 
econmical t o  locate slaughter plants near 
concentrated sources of fed catt le, a practice 
which results i n  increased conpatition for  fed 
slaughter ca t t l e  I n  concentrated feeding 
areas. 

FUTURE COMPETITIVE ALIWHENTS 

I f  ca t t l e  feedlng and slaughtering flm 
are t o  survive i n  such a cmpett t lve industry, 
they must continually examine dedsions 
re la t ive  t o  optimum size and location. optimum 
sources of supply, and optimum distr ibut lonal  
systems i n  a rapldly changing economic en- 
v i r o m n t .  The feeding industry, f o r  exsnple. 
i s  concerned with regional dlfferences i n  
feedlng costs, feed supplies, feeder ca t t l e  
supplies. economies o f  size i n  feedlot opera- 
tions, feeding practices. etc. The slaughter 
industry i s  concerned with regional pr ice 
differences i n  fed slaughter ca t t l e  supplies. 
slaughter and fabrication costs, econmles of 
slze i n  slaughter operations, demand fo r  fed 
and non-fed beef. packaging and d is t r ibut ion 
costs, etc. 

A recent research study designed to 
simulate the ca t t l e  feedlng and fed beef 
industries examined interregional MonollC 
relattonships and potential adjustmnts among 
26 regions i n  the contiguous 48 states. The 
study revealed that  the Southern and Central 
Plains and the Yestern Corn Bel t  enjoyed 
considerable conpetitlve advantages over other 



reaions i n  the  c a t t l e  fesdinalfed beef econnny 
c i i .  

Six major c a t t l e  feeding areas. inc luding 
West Texas-nest Oklahoma, Nebraska. Kansas. 
Colorado, Iowa and Ilichlgan-lndiana-Ohio have 
the  po ten t ia l  t o  account f o r  80% o f  the  t o t a l  
c a t t l e  fed i n  the United States ( f igure 1). 
A l l  s i x  o f  these major c a t t l e  feeding regions 
possess locat ional  advantages w i t h  respect t o  
feeder c a t t l e  andlor feed gra in a v a i l a b i l i t -  
ies. Major c a t t l e  feeding regions using t h e i r  
t o t a l  feed lo t  capacity include West Texas-West 
Ok lahm.  Kansas. ~ashington-oregon and New 
Mexico. These regions, along w i t h  Nebraska 
which used almost a l l  o f  i t s  feed lo t  capacity. 
were able to rea l i ze  cost advantage due t o  
econmies o f  s ize i n  feedlot  operations o r  
favorable locations r e l a t i v e  t o  a conbination 
o f  feeder c a t t l e  supplies, feed gra in sup- 
p l ies ,  and fed  t ,ughter c a t t l e  markets. The 
study showed t ha t  Southeastern states had a 
po ten t ia l  t o  feed up t o  t h e i r  1980 aval lable 
feedlot capacit ies u i t h  surplus feeder c a t t l e  
being shipped t o  feedlots t o  the  west and 
nor th o f  the  area. The Southeast has an 
advantage frw a surplus feeder c a t t l e  supply, 
but  a disadvsntage from a shortage o f  gra in 
and a humid c l imate i n  feedlng ca t t l e .  

Approximately h a l f  o f  the  U.S. feedlot  
capacity was used f o r  c a t t l e  feeding on a 
l eas t  cost  basis i n  the simulat ion mde l .  
Excess feedlot capacity existed p r ima r i l y  i n  
Iowa. I l l i n o i s ,  Cal i fornia. I l issourl ,  the  
Northern Plains and the Lakes states. Feed- 
l o t s  i n  these reglons were a t  a competitive 
disadvantage due t o  dlseconanies of s ize i n  
feedlot  operations. required inshipments o f  
feeder c a t t l e  o r  feed gra in o r  both. o r  were 
located r e l a t i v e l y  long distances from fed 
beef markets. 

Approximately 90% o f  the  U.S. fed beef 
productlon i s  involved i n  in terregional  
shipments. Since fed beef i s  produced pre- 
dominately i n  the Southern Plalns-Central 
Plains-Western Corn B e l t  corr idor ,  beef 
shipments o r  f low patterns are p redwina te ly  
east o r  west ( f igure  2). Fed beef was gen- 
e r a l l y  d is t r ibu ted  t o  the west from slaughter 
p lants i n  the  Southern Plains and Colorado i n  
a l l  models analyzed. West Texas-West Oklahoma 
also enjoyed loca t lona l  advantages over other 
slaughter regions f o r  d e f i c i t  fed-beef markets 
I n  the Southeast. Fed beef was d is t r ibu ted  t o  
the east from slaughter plants i n  the Central 
Plains and the Corn Bel t .  

Iowa and Nebraska, f o r  example. enjoyed a 
locat ional  advantage i n  supplying fed beef t o  
the large d e f i c i t  Northeast market. Kansas 
had a c6mpetltive advantage i n  shipping fed 
beef t o  I l l i n o i s  and Missouri. Kansas had t o  
compete w i th  the Southern Plains f o r  d e f i c i t  
fed-beef markets i n  Kentucky-Tennessee and the 
A t lan t i c  Coast. 

REGIONAL FACTORS AND COMPETITIVE WSITlON 

Recent changes i n  energy costs have 
economic implicat ions f o r  aval lable supplies 

o f  i r r i g a t i o n  water, feed grains, feeder 
ca t t le ,  and l eas t  cost  d i s t r i bu t i on  patterns 
i n  c a t t l e  feeding and fed-beef. Regional 
changes i n  production patterns o r  i n  factors 
af fect ing production patterns have economic 
Inp l l ca t ions  f o r  regional convet l t ive pos i t ion  
and reglonal a b i l i t y  t o  c m t e .  

E f fec t  o f  a 30 Percent Decmse i n  F d e r  
Cat t le  Supplies F r a  Southern States 

Changes may occur i n  major feeder c a t t l e  
supply areas, such as the  southern United 
States, as a r esu l t  o f  besf c a t t l e  production 
cycles, increased enemy costs. regional 
production alternatives, o r  reduced demand f o r  
beef. Research resu l ts  shared t h a t  regions 
most dependent on feeder c a t t l e  from southern 
suppliers, such as the  corn Belt,  would be 
impacted m s t  adversely if feeder c a t t l e  
supplies wen t o  decrease i n  the  Southern 
states. Feeding leve ls  i n  Ysst Texas+est 
Oklahoma, Colorado, Kansas and Nebraska 
remained a t  o r  near 100% u t i l i z a t i o n  rates of 
1880 capacity leve ls  as feeder c a t t l e  supplies 
decreased i n  the Southern states. Feeder 
c a t t l e  shipnant patterns revealed t h a t  c a t t l e  
would continue to be fed p r ima r i l y  i n  the 
Central and Southern Plains, as these regions 
had the greatest competitive advantages i n  
t e n s  o f  c a t t l e  feeding and slaughter. 

~ f f e c t s  of a 50 Percent Decrease 
i n  West Texas-Mst Oklahoma 
Feed Brain Supplies 

Some project ions regarding fu tu re  feed 
gra in supplles i n  West Texas+est Oklahona 
show dramatic decreases betwen 1985 and 
2000. Decl ining water supplies and increased 
energy costs general ly are c i t ed  as reasons 
fo r  the decreases. 

Results shovad t h a t  a 50% reduction i n  
West Texas-West Oklahonrs feed gra in  supplies 
would have a minimal impact on the  U.S. c a t t l e  
feeding industry. Nest Texas-Uest O k l a h m  
c a t t l e  feeding and slaughter leve ls  would 
undergo l i t t l e  o r  no change i f  feed gra in 
productlon was decreased 50% i n  t h a t  area. If 
feed gra in  supplles were t o  decrease i n  the  
Southern Plains - given 1980 regional feeding - slaughter demand condit ions t o t a l  costs i n  
the c a t t l e  feedlng-fed-beef economy would be 
minimized if feed gra ln were shipped from 
surplus productlon areas i n t o  the Southern 
Plains. Mhe r  regions are affected more 
severely by such changes i n  feed gra in  ship- 
ment patterns, as c a t t l e  feedlng declined i n  
Ca l i fo rn ia  and Hchigan-Indiana-Ohio. Feeding 
declined i n  Ca l i fo rn ia  under such a scenario 
as Ca l i fo rn ia  i s  d e f i c i t  i n  feed grains and 
has a locat ional  disadvantage colnpared t o  West 
Texas-West Oklahoma w i th  respect t o  surplus 
feed gra in and feeder c a t t l e  supplies. 

Effects o f  a 50 Percent Increase 
I n  Variable Slaughter Costs 

Regions u i t h  r e l a t i ve l y  higher regional 
slaughter costs - such as the Western Corn 



blt, the Lakes States, and the West Coast - 
would be a~lversely Impacted i f  such reglonal 
cost differences w r e  t o  persist. The results 
suggest that  if slaughter and other associated 
costs remain a t  m l a t l v e l y  higher levels i n  
one region, colpared u l t h  competing regions. 
the higher cost region w i l l  f i n d  i t increas- 
ing ly  d i f f i c u l t  t o  compete i n  interstate 
ccmerce. The longer run implications are 
that  industries w i l l  relocate t o  lower cost 
mglons, other things equal o r  i n  the absence 
of offsetting considerations. 

IIIPLICATIOHS FOR FUTURE 
IIITERREGIaUL CMlPETITlOW 

The ca t t l e  feedlng-fed-beef e c o n w  faces 
a rapidly changing econonlc environment over 
the next decade. F l m  hoping t o  succeed i n  
th i s  highly co lpet l t i ve  Industry must contln- 
ual ly analyze economic, technological and 
social changes re la t ive  t o  o p t i w n  locatlon. 
size, and lanagenant of ca t t l e  feeding and 
slaughter flm. 

Research results suggest that  regions with 
the greatest corpet i t ive advantage i n  the 
ca t t l e  fceding/fed-beef economy including West 
Texas+st Oklaholla. Kansas. Nebraska. 
Colorado and Iowa enjoy two o r  more of the 
f o l l w i n g  c a ~ e t l t i v e  attr ibutes: 

1) Econaies of size i n  feedlot opera- 
tions. 

2) Location of feeding facilities i n  or 
adjacent t o  major surplus feed grain 
producing areas. 

3) Mvantages i n  slaughter costs and 
location o f  slaughter f a c i l i t i e s  i n  
the primary fed ca t t l e  producing 
areas, 

4) Advantages i n  acquiring feeder 
catt le. and 

5) Locatlonal advantages wi th  respect t o  
fed beef markets. 

Results fur ther indicate changes i n  
regional feed graln supplies would have a 
minimal i m c t  on regions with strong conpet- 
I t l v e  advantages i n  feeding and slaughter. 
such as West Texas-Yest Oklahuna,' Kansas and 
Nebraska. Regions u l t h  re la t i ve l y  higher 
regional slaughter costs - such as the Western 
Corn Belt, the Lake States and the West Coast - w i l l  l i k e l y  be adversely affected i f  such 
regional cost differences persist. 

Southeastern states w i l l  continue t o  be an 
I lpor tdnt  source o f  supply f o r  feeder cat t le.  
Research revealed that  Southeastern states 
have the potential t o  feed ca t t l e  up t o  t h e i r  
1980 regional capacities with possibly sow 
expansion due to: 1) abundant supplies of 
feeder cat t le.  2) feeder ca t t l e  prices being 
from $3 t o  $4 l m a r  per hundmdveight i n  the 
Southeast compared t o  Southern and Central 
Plains feeding area, and 3) the Southeast 

being de f i c i t  i n  fed-beef production re la t ive  
t o  demand. The Southeast h i s to r i ca l l y  has 
faced some disadvantages i n  ca t t l e  feeding. 
These include: 1) dlseconomles o f  size i n  
feedlot operations. 2) large de f i c i t s  i n  feed 
graln production, 3) a l imi ted slaughter base 
and 4) a more hunid climate than the Central 
and Southern Plains. 

Fed beef consumers i n  the d e f i c i t  Worth- 
east w i l l  continue t o  look pr imari ly t o  the 
Central Plains and Western Corn Bel t  f o r  fed 
beef supplies. The Southern and Central 
Plains w i l l  continue t o  be major suppliers of 
fed beef t o  the Southern states. The Southern 
Plains, along with Colorado, w i l l  be cujor 
suppliers of fed-beef t o  the d e f i c i t  West 
coast. 

COIIPETITIM IN INlERNATIMVIL BEEF TRADE 

The main exporting countries for  beef have 
long been Argentina. Uraguay. a feu other 
South k r i c a n  countries, and Australia and 
New Zealand. These countries have a compar- 
a t ive  advantage i n  producing forage f inished 
beef. Their competitive advantage has been 
undercut recently by the European Canunity 
(EC) due to high internal  pr ice supports. 
accumulation o f  surpluses and an export 
subsidy fo r  beef. 

The largest inporting country u n t i l  the 
1960s ves the United Kingdom. Nw that  the 
K .  i s  part  o f  the EC i t s  markets are no 
longer open t o  i t s  f o m r  suppliers who uem 
mainly Australia. Argentina and Uraguay. 
During the 1960s the U.S. became the largest 
beef i r@ort lng country and has continued t o  
hold that  position, because of trade barriers 
of the EC, Japan and Russia. 

The U.S. has a comparative advantage i n  
producing grain fed beef and export a re la t ive  
small amount t o  many areas of the world. u l t h  
Japan being our largest market. The U.S. 
competitive advantage i s  sharply diminished 
because there are no large countries that  
a l l c u  free trade i n  beef. I n  the s u m r  of 
1985, slaughter ca t t l e  prices f e l l  about 
$15/cut o r  over 201 due to bunching of market- 
ing and overfed catt le. Consumers i n  m s t  
other countries could not take advantage of 
these 1oY.r U.S. prices due t o  the i r  arn 
country's quotas o r  e*bargoes. As a result, 
the U.S. market was very slow i n  recovering. 

Bar r ien  t o  international trade i n  beef 
have increased s ign i f icant ly  since 1974 and 
have been especially damging t o  the m a t  
trade i n  the 1980s. The EC pol icy of subsi- 
dizing beef and poultry exports has become 
such a d is tor t ion of the EC's mn e c o n w  t h s t  
some pol icy changes w i l l  l i k e l y  be forth- 
caning. These distort ions have resulted i n  
re la t ive ly  higher prices i n  the EC which i n  
turn  have decreased the demand f o r  beef &nd 
poultry item i n  the EC. However, producers 
i n  the EC have responded t o  these higher 
prices by increasing production result ing i n  
the EC being the largest exporter of beef and 



pou l t ry  as a d l r e c t  r e s u l t  o f  the  EC subsldy 
I n  e f fec t  f o r  beef and poul t ry .  The net  
r esu l t  of the  EC subsidy p rogrm f o r  beef and 
pou l t ry  IS t h a t  although the u.S. has a 
comparative advantage i n  produdng beef and 
poultry, the EC has competitive advantage i n  
internat ional  trade d i r e c t l y  due t o  the EC 
subsidy program. 
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