


ABSTRACT
AN APP?AISAL CF THE IXFCRIATICN

SYSTEI IN EELF FAIKETIRG

by viayne D. Purcell

The performance of the beef marketing system is increasingly a
scurce of concern. Attention is paid price variability, errors in
grading livestock, multiple handling of livestock, and other opera-
tional characteristics as indications of inefficient activity.
Inability or unwillingness of system participants to adapt to changing
conditions, an indication of inefficiency, is evident. OCperational
decisions, which dictate the nature of the observed performance of
the system, are made from such a perspective.

This study evolved from a perceived relation between the
availability and nature of information and system performance. 1In
particular, information appears to have bearing on the capacity of
any system to adapt, to change, because of its relationship to the
degree of uncertainty faced by system participantse Information is
the output of some operating communication systemes The basic objective
of the study is to isolate shortcomings in the communication system
in beef marketinge.

Marketing activities are interrelated in a technical (input-
output) sense, with decisions by entrepreneurs determining the nature

of operational interrelations., Pricing processes are fundamental to
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such processes. Within this framework, the marketing of beef is
conceptualized as a system of communication and evaluated accordingly.
Obstacles to effective communication include (1) inadeguate provisions
for feedback between and among system participants at important points,
(2) inadecuate means of product description, (3) variable conditions of
exchange, and (4) inadequate understanding by system participants of
how activity at each level contributes to, and is affected by, the
total marketing operation as a system of action. Sole dependence can-
not be placed on price as a regulator and coordinator of activity.
Price is an important conveyor of information but inadequacies in
product description, variable conditions of exchange, and related
phenomena may result in price conveying the wrong message.

Market news activities are an integral part of the communication
system and potential contributors to more efficient marketing activity.
Focusing on exchange activity in fed beef, a questionnzire was sent to
reporters in the USDA (Federal-State) harket ilews Service. Evaluation
of the results suggests the contribution of the service would be
increased if the service were to (1) make more extensive use of the
reporter as a means of feedback, (2) employ indices based on slaughter
capacity in the area of concern to indicate demand and supply, (3)
investigate means by which similar interpretation of commonly used
terms might be assured, and (4) give more attention to the value of
reports in decision processes versus increased dissemination. In the
wholesale market for beef, drawing on insight from interaction with

trade personnel, it is suggested that the USDA and the National Provi-
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sioner, Inc. (publisher of the "Yellow Sheet") should (1) indicate
volume of trade in their reporté, (2) providé the source and desti-
nation of shioments in terms of the type of business or operation,
and (3) employ terminology which would identify value-related
characteristics within federal grade classifications and/or indicate
the reasons for price variapility within the federal classifications.

211 agencies active in the reporting of market news should
become better qualified as communicators. Understanding of communi-
cation processes is a necessary prerequisite to such qualification.
Improved understanding of communication processes would also foster
a broader and more productive perspective on the part of researchers
and, of course, those engaged in marketing activities. Effectiveness
as a system of communication appears to be important to the relative
efficiency of the marketing effort in the beef industry, and improve-
ment in the communication system a potential means of improving the

efficiency of the marketing effort.
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CHAPTER I
INTRCDUCTION
The Current Situation

The marketing of beef is complex. Many operations are required
in moving the live animal from the farm or feedlot and converting the
animal as raw material to meat products deemed acceptable by buying
consumerss Such operations are necessarily interrelated in a
technical sense. Decision processes largely determine the nature of
operational interrelations. However, decisions of individual
participants are often made as if the various activities were independent.

Increasingly, there is concern over the possible implications of
such complexity and perceived independence on the productivity of the
marketing system as a whole, the system being the composite of
activities from production of the finished animal to the sale of meat
products at retail. The generic term for such concern is "marketing
problems". Williams and Stout suggest the f’ollowing:1

(M)arketing problems can be defined in terms of the rapidity
and effectiveness with which required adjustments are made
both in the short run and the long run. These problems

arise largely because some firm, some segment of the industry,
or the industry as a whole (1) failed to recognize change as
it appeared, (2) failed properly to evaluate or estimate the
impacts of emerging change on the firm, segment, or industry

under consideration, or (3) failed to make the necessary
adjustments or "dragged its feet™ in doing so.

"Willard F. Williams and Thomas T. Stout, Economics of the
Livestock Meat Industry (New Yorks The MacMillan Company, 1964),
ppe 126=27.




The authors are referring to market performance in a changing environ-
mente Such shortcomings might also be said to arise from lack of
perception concerning the technically related nature of system
activities and/or a decision format which either delays the entre=-
preneur's decision to adjust or evolves a negative decision concerning
advisability of adjustment.

From this enviromment has arisen an organizational structure and
an operational procedure which would lead few to characterize the beef
marketing system as efficient.1 Observations concerning system
performance run the gamut from generalities on adjustment to more
specific phenomena such as price variabilitye. Concerning the latter,
Williams and Stout comment that "a distinctively striking thing about
the livestock and meat industry is the rather general lack of informa-
tion and knowledge on prices and the absence of precision with which
livestock and meat are described and priced."2 Hopkin and Kramer
speak of price variability as an important risk in the feeding of
cattle.3 DeGraff suggests that "an outstanding characteristic of the
cattle business has been a repeated pattern of boom and bust coinciding

with the ups and downs of the cattle cycle."4 Not only is there price

1The term "efficiency" is viewed as encompassing more than a
measure of the products and services provided from a given resource
expenditures In particular, the capacity and willingness of the
system to adapt to changing conditions and/or needs is considered to
be a relevant criterion of efficiency, especially when reference is
to a composite of related activities.

2Ibids, pe 562.

3John A. Hopkin and Robert C. Kramer, Cattle Feeding in
California (Bank of America N.T. and S.A., January, 1965), pp. 48-51.

uHerrell DeGraff, Beef Production and Distribution (Norman,
Oklahoma: University of Oklahoma Press, 1960), p. 215




variability of a cyclical nature, but also within a shorter time period
such as a particular market session. Breimyer, directing his thoughts
to pricing processes at a low level of aggregation, points to the
indeterminateness of price negotiations between individual buyer and
sellers He adds that "over-trust in the workings of the price-
determining mechanism has dimmed interest in examining the actual per=-
formance of pricing in individual sales.“1 In a research effort
restricted to a single market area, Williams and Uvacek observed the
following source of inefficiency in the pricing and distribution of
beef:2

Considerable uncertainty at all levels of the market, lack

of appropriate cost accounts at the packer level, and lack

of marketing information on supplies, prices, and supply

requirements result in inefficient pricing and poor

dissemination of information vital to cost-reducing decisions.

In addition, these factors prevent producers and marketing

firms at the various levels of the marketing system from

coordinating their efforts through the normal operation of

the systeme.

Appraisal of data from other studies gives indications of the

relative efficiency of the "current" marketing system. During the

period 1955-59, cattle and calves for slaughter were sold on the

average 1.36 times per head in the North Central Region.3 Such multiple

1Harold F. Breimyer, "On Price Determination and Aggregate Price
Theory," Journal of Farm Economics, Vole XXXIX (August, 1957), p. 683.

2Willard F. Williams and Edward Uvacek, Pricing and Competition
on Beef in Los Angeles, Marketing Research Report Noe 413, U.S.
Department of Agriculture (Washington: U.S. Govermment Printing Office,

1960)9 Do 50

3Richard R. Newberg, Livestock Marketing North Central Regiont
II, Channels Through Which Livestock Move From Farm to Final Destination,
North Central Regional Research Publication 141 (Wooster, Chio: Ohio
Agricultural Experiment Station, April,1963), p. 24. As noted by the
author, marketing agencies in the North Central Region handle some
livestock from other regions. Thus, the 1.36 will slightly overstate
the actual extent of multiple handling.




handling constitutes a cost to the industry and to society. Yet, given

the organizational structure which prevails and the institutionalized

arrangements that structure entails, change will not come quickly.

Anthony and Motes, writing from a viewpoint of change and
pressures for change, reach the following conclusion:1

In spite of the many changes and the impressive areas of

progress in the livestock-meat industry, there has been little

change since Biblical days in the way most livestock are
bought and sold. Buyers and sellers of slaughter livestock
argue about quality and the yield of lean meat in ways not
very different from those used in ancient times.

These points from selected references are indicative of the
current situation in the beef marketing system. Other references
depict similar characteristics and/or problem areas. Typically,
however, all observations involve one or some combination of the
following points:

1. The beef marketing system is characterized by an organiza-
tional structure and operational procedure within which
costly and inefficient practices are commonplace.

Multiple and excessive handling of livestock, price
variability at seasonal and cyclical levels, subjective or
incomplete methods of product appraisal and description,
and institutionalized procedures as blocks to operational

procedures which offer potential of improvement are typical,

more specific, observationse.

1willis E. Anthony and William C, Motes, "Livestock Marketing,"

Chapter 10, Agricultural Markets in Change, Agricultural Economic
Report No. 95, U.S. Department of Agriculture (Washington: U.S.
Government Printing Office, 1966), p. 292.




2, Increased complexity, characterized by specialization by
function and separation of the seats of decision processes,
complicate the system and inhibit inherent ecuilibrating
and stabilizing forces.

3. In an increasingly complex operating environment, decision
makers have need of more extensive, more complete, and
more detailed information concerning the forces within and
surrounding that environment,.

To identify such facets, especially in the absence of supporting
analyses, is neither highly productive nor informative. However, such
identification does facilitate the establishment of a perspective with-

in which the problem of concern can be developed.
The Procblem

Perusal of the available literature suggests two basic areas of
interest in appraising the relative efficiency of the beef marketing
systeme First, there is concern over the effectiveness with which the
system operates within the present structure. JSecond, there is concern
over whether the prevailing structure is optimal. The two are related
in that the prevailing structure tends to dictate a method of operation
and thus have indirect bearing on the effectiveness of operation. In
turn, the nature and relative effectiveness of a mode of operation
affects change, and the likelihood of change, in organizational structure.

TheAarea of concern exhibits such dimensionse. There are important
inefficiencies in the way the system operates within the prevailing
organizational structure. Not the least of these, as suggested in
the remarks concerning the current situation, is the selling of live-

stock and meat, Sales are characterized by subjective procedure,






are situation oriented, and are often made on a non-recourse basis
where the seller is concerned. The prevailing organizational structure
makes such procedures possible, dictates them to an extent.

Merely noting deficiencies does not constitute satisfactory
problem delineation. There are causal factors where the deficiencies
are concerned,s If such causal factors have been isolated by previous
analyses or may be isolated a priori on theoretical grounds, the
problem is clear=-to find ways of removing such causal factors or
decreasing their impacte Another situation, differing only in degree,
emerges when the causal factors have not been isolated specifically or
when they cannot be firmly established a priori on theoretical grounds.
Here, the problem pivots on the need for isolation of the causal factors.

There are many factors which contribute to observed inefficien-
cies in the marketing of beef. All, however, tend to have common base
in the decision processes of the entrepreneurs who direct the various
activitiess These decisions, in conjunction with the perspectives
from which they emerge, are important determinants of the effectiveness
of operation and are the root of any pressure to change prevailing
organizational structures. Since decision processes employ information
as a necessary input, the informational base upon which decisions are
made bears examination in search of the causal factorse.

The problem entails a search for shortcomings in the informa-
tional system in beef marketing. Such shortcomings have potential of
becoming the causal factors of interest, given the relation between
decision processes and system structure and performance. The search
is to be conducted under the presumption that inadequate information

and resultant uncertainty will necessarily restrain attained levels of



organizational and operational efficiencye. The implications of
uncertainty arising from limited information and understanding are
well established in the literature, both theoretically and empirically,
and need not be belabored here.

The problem can be informatively viewed as a working hypothesise.
Constituting a basis are observed inefficiencies in the marketing of
beef and the perception of relation between such inefficiencies and
shortcomings in the information system. Beyond this, and tending
toward the status of hypothetical tenets, other requirements of a
working base must be mete First, for improvement to be possible even
if inadequacies in available information appear to be causal factors,
there must be ways of improving the information system. Given the
advances in communication technology and understanding of the communi-
cation processes by which information is originated and transmitted,
this criterion seems to have been met. Second, and directly related,
there must be means by which the important shortcomings can be isolated,
Such isolation is the nucleus of the problem. Procedure will need be
developed as part of the probleme Again, advances in technology and
level of understanding concerning communicaiive processes suggests
this need can be met. The degree of success in solving the problem
will be at least partially determined by the extent to which an
operational information system can be identified and its shortcomings

isolated.

Review of Literature

A search of the available literature revealed no systematic

attempt to isolate shortcomings in the information system as possible



causal factors of beef marketing inefficiencies. Thus, the literature
deemed pertinent for review purposes is that which has meaningful
relation to the problem under consideration. This body of literature
can be divided into two classes. First are those efforts which have
contributed to the understanding of the importance of information to
efficient marketing processess Second are those efforts which have
examined some segment of the information system but which, unfortu-
nately, have failed to relate findings to decision processes and thus
to system performance. Due to the number of efforts in each class,
the review will be selective. The important approaches will be consid-
ered and the review will be exhaustive only in this sense.

In the first class, the 1954 report of the National Marketing
Workshop stands out.1 This report, concerned solely with market
information, brings together a wealth of insight concerning the markeﬂ-
ing processe 0. V. Wells suggests the purpose of market information
is to facilitate attainment of market conditions closer to the ideal
of a "free enterprise" model. He emphasizes the importance of dealing
with informational needs in a nonstatic formate John A. Winfield
stresses the need for accuracy, representativeness, and speed in the
reporting of market developments. Stanley Andrews speaks of the need
for specificity, for nonambiguous terminology, and of the problem of
apathetic mass media coverage. K. J. McCallister emphasizes the need
for reporting of quality in conjunction with price if the marketing

system is to provide the price incentives needed to guide production.

1U.S. Department of Agriculture Cooperating with Land Grant
Colleges, Market Information, A Report of the National Marketing
Workshop, Cornell University, August 26-September 3, 1954.



Work Group VI, with C. D. Schoolcraft as leader, discusses the problem
of emphasizing reporting terminal market activity and how this affects
sales transactions away from terminals as the terminal declines in
relative importance.

McCallister, in another reference, discusses criteria which must
be met if free private enterprise is to be most effective in directing
marketing.1 They are: (1) all buyers and sellers must be equally and
adequately informed; (2) there must be honesty in market dealing; and
(3) there must be prompt, intelligent response to changing market
conditions. He suggests market news2 contribute to the first criteria
by making information available to both buyer and seller, to the
second because U.S. Department of Agriculture (USDA) reports are pub-
licly available and thus decrease the likelihood of either party to

the transaction taking advantage of the other, and to the third by

1Kenneth Je. McCallister, "The Role of Market News In Marketing
and Some Problems," Journal of Farm Economics, Vol. XXXII (November,
1950), ppe 958-68. The necessity of the first criteria is question=-
ables Effective pricing processes may be possible if all buyers are
adequately and about equally well informed, and similarly for sellers.
Equal information will seldom be economically feasible for buyers and
sellers in an organizational structure in which sellers vastly outnumber
buyers (which is often true in agriculture), or vice versa. What
should be avoided is marked dispersion in the informed state among
buyers or sellers, and marked differences between the informed states
of the two composite groupse

2The "market news" McCallister refers to is the reporting activ-
ity of the Federal-State Market News Service, a cooperative effort
between the U.S. Department of Agriculture and the states, in collect-
ing and disseminating price and related information on a daily and
weekly basise Because federal efforts predominate, this service will
be referred to as a reporting service of the U.S. Department of
Agriculture.
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providing timely, reliable information to those making the marketing
decisionse McCallister goes on to say that market news provides
means of reducing marketing costs by (1) reducing uncertainty,

(2) reducing the physical handling and the time required to move
products into consumption, and (3) by maintaining a constant pressure
of enlightened competition on all individuals involved in marketing.

Grange, in speaking of "market intelligence", suggests uniform
and reliable market information often eliminates need for haggling
over each individual lot, speeding the marketing process.1

Williams and Stout comment as follows concerning the role of
market information in determining marketing system performance:2

Performance of an economic system is determined basically
by the decisions made by producing and marketing firms.
In the process of chanrse and adjustment « « « prompt,
intelligent responses to changing market conditions are
requireds Slow or inexact responses and poor perfor-
mance can be expected under conditions in which
decisions are made in the absence of relevant facts or
by men unable to interpret facts with which they are
provided,
This excerpt summarizes well why marketing information is basic to
efficient marketing processes.

In that body of literature which evaluates some part of the
information system, a recent effort by Nelson is characterist‘lc.3
The feed grain and livestock industries of the Southwest were
analyzed to (1) determine the media used by each group, (2) evaluate

the media, (3) determine areas where additional information is

needed, and (4) to determine attitudes of users toward currently

1C-eorge R. Grange, "Market Intelligence," Agricultural Marketing,
Vole. VIIT (May, 1963), ppe 19-21.

2Will:lams and Stout, ope.Cite, ppe 445-U5,

3Paul E. Nelson, Jr., Market News Dissemination in the Southwest,
Agricultural Economic Report No. 71, U.Se. Department of Agriculture
(Washington: U.S. Government Printing Office, April, 1965).
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available market information and the related means of dissemination.
The analysis revealed that only 31 percent of all producers were aware
of the extent to which mass media coverage relies upon USDA reports.
In evaluating the need for further information and/or the effective=
ness of that available, the respondents were asked to report their
opinions, Most producers favored current methods and procedure with
recommendations typically being for more detail or more interpretation
of reportse No alternative to the prevailing situation was offered
for consideration by the respondents, nor was any attempt made to
evaluate the extent to which received information contributed directly
to the informational base upon which decisions were being made. The
replies from producers were interpreted as a strong vote of confidence
for the prevailing system. Of 183 producers who expressed an opinion,
164 wished the USDA to continue the prevailing program without major
alterations.

Livestock tradesmen were more critical, a simple majority rating
the USDA's reports unsatisfactory with regard to timeliness, clearness,
and applicability. None of these three attributes were rated unsatis-
factory by more than 2.5 percent of all producers (livestock and feed
grain producers combined).

Many of the other evaluatory efforts concerning the information
system, usually that segment dealing with the reporting of market news,
are situation oriented. Stubblefield examined the situation in
Arizona and suggested that terminal reports, since most Arizona cattle

are sold direct, are not sufficient.1 Earlier, he established the

1Thomas M. Stubblefield, Evaluation of Livestock Market News in
Arizona, Agricultural Experiment Station Report Noe. 153 (Tucson,
Arizona: Arizona Agricultural Experiment Station, 1957)e
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need for a regular reporting service based on the volume of cattle
sold in the state.1

Graybill examined conditions in the Southeast concerning the
adequacy of information upon which marketing participants might base
their decisions.2 He found that producers in particular gathered
information from many sources. Yet, producers were unable to grade
and price their livestock accurately relative to what the animals
actually commanded in the market place. Among indicated needs were
outlook information, a program of grading instruction, more complete
and understandable reports on market activity, and more information
on the buying and selling practices of meat packers.

Such efforts typify attempts to evaluate some aspect of the
information system in beef marketing. They provide useful information,
indicating the need for more extensive reporting, more detail, and/or
a change in emphasis in reporting various methods of selling. However,
little effort has been made to examine the proficiency of the currently
used information system relative to other systems from an operational
viewpoint, Such an appraisal would require examination of the capacity
of the current system to provide the information most needed by
decision makers operating in an uncertain environment. The available
literature must be considered deficient in this respect. Regardless

of the amount of refinement, extension, or attention to detail, progress

1Thomas M. Stubblefield, The Need for a Livestock Market News
Service in Arizona, Agricultural Experiment Station Report No. 128
(Tucson, Arizona: Arizona Agricultural Experiment Station, 1956),

2Albert W. Graybill, Marketing Practices and Use of Market Infor-
mation by Livestock Producers and Meat Packers in the Southern Region,
Bulletin 67 (Southern Cooperative Series, June, 1959).
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will be insignificant if the system is characterized by operational
deficiencies or incorrect perception of need.

No further comment will te made concerning the available litera-
ture. The references noted are representatives A more exhaustive
listing will be provided in the Bibliography, many of which will be

referred to as the study progresses.

Objectives

The objectives of the study are as follows:

1. To develop a conceptual basis for examining the beef
marketing system in search of attributes which decrease
its capacity to inform system participants by restrain-
ing the effectiveness of the system as a system of
communication,

2. To isolate those attributes which act as restraining
influences on the communicative capacity of the beef
marketing system and relate them to observed ineffi-
ciencies in the marketing of beef.

3« To appraise the relative effectiveness of market news
activities as contributors to the information available
to those engaged in the marketing of beef and the
communicative capacity of the system as a whcle.

4, To indicate changes in the beef marketing system and
related services such as market news which would, if
feasible, improve the communicative capacity of the

system and consequently promote development of an
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organizational structure and operational procedure

more conducive to efficient marketing processes.
Method of Appraisal

The Scope

The relative effectiveness of any appraisal pivots on the
methodological format which is developed and/or adopted. A consistent
and systematic approach must be developed and the scope of the
appraisal kept within tenable bounds. Both must be accomplished in
light of the established objectives and can scarcely be independent of
those objectives.

Economists interested in marketing problems are adopting a new
perspective of the marketing process, a perspective emphasizing the
systematic nature of marketing. Alderson depicts a market as an
ecological systeme He suggests that in an ecological system, compo-
nents are not associated in a merely random fashion (as in an atomis=-
tic system), nor are they rigidly connected with each other (as in a
mechanical system). Instead, there is a tendency for each component
to occupy a certain status or position in relation to the otherse. This
means that each component will react most frequently with other com-

ponents which lie adjacent to it either physically or in relation to

the flow of process within the system.1 Based on this perspective,

Alderson champions an approach to appraisal which he labels "func-

tionalism." Such an approach "begins by identifying some system of

1W'roe AMderson, Marketing Behavior and Executive Action (Home-
wood, Illinois: Richard D. Irwin, Ince, 1957), pe 29. BEmphasis added.
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action, and then tries to determine how and why it works as it does."1
The apparent simplicity of the task of identifying the system of
action is deceiving. Seldom will it prove feasible to treat a total
system of action with all its parts and ramifications. Appraisal
typically requires some degree of abstraction, and if that abstraction
is not carefully considered and completed, the validity and productivity
of the entire effort may be threatened. Forrester suggests that only
consideration of the total system can yield correct conclusions, that
anything less is likely to evolve incorrect answers or conclusions.2
C. West Churchman reaches a similar position. In a management orienta-
tion, he suggests breaking a total system of action to subsystems
usually means ignoring joint relations of sufficient importance to
negate the effectiveness of any independent appraisals of the smaller
"systemse" Churchman adds that a total system cannot be divided to
subsystems unless an eaqually clear separation can be made among the
information flows which are essential to the viability of the sub-
systems.3 Consideration of such constraining remarks suggests two
safeguards should be employed in abstracting from the total system.
First, the abstraction should be identified and any possible implica-

tions considered. Second, the "boundary" placements should be made

Mbide, pe 164

2Jay W. Forrester, Industrial Dynamics (Cambridge, Massachusetts:
MIT Press, 1961).

30. West Churchman, Prediction and Cptimal Decision (Englewood
Cliffs, New Jersey: Prentice-Hall, Inc., 1901).
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in such a manner that the restricted system possess the important
attributes of a complete system of action.

The restricted system is depicted in Figure I-1. In the more

Fige I-1.-=The Restricted System

Production
(selling)

Assembly

Slaughtering, Processing

Wholesale Distribution

Retailing
Consumption

specific parts of the appraisal, the "system" will be considered as
beginning with the selling decisions of producers and ending with the
pricing and distribution of the product at the wholesale level. Where
conceptualization in general terms is the aim, it will often be
feasible to treat the system in its entirety and production, retail-
ing, and consumption activities will be brought within the confines
of the discussion.
The more important abstractions involved in establishing the

"restricted system" are as follows:

1e The retail and consumer levels of activity, the retail-

consumer complex, will not be considered in detail.
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2. Competing products such as pork will be considered
only in tracing the development of the beef market-
ing system.

3. Production processes and decisions relating to
production will not be considered in detail, nor will
the closely related and complementary feed-grain
industry.

4, Emphasis will be on the fed beef sector of the beef
industry which means the feeder-stocker segment will
be given only indirect attentione.

The implications of such limitations are a function of (1) the
closeness of relations‘nip1 between omitted activities and those to
be considered, (2) the scope and nature of the appraisal, and (3) the
specific attributes of the activities which are to be considered.
Churchman's point concerning the separation of information flows
becomes most relevant. Can the information flows for the restricted
system be operationally separated from those of the total system?

If the restrictions imposed by the abstractions are to be tenable,
and if any separation of information flows is to be operational, at
least the following conditions must be met. If consistently violated,
damaging implications of the abstraction(s) would emerge. The condi=-
tions are:

1« The wholesale market is an effective reflector of

information from the retailer-consumer complexe

1This "closeness of relationship" is intended to indicate the
relationship insofar as informational requirements for decision processes
are concernedes Pork and beef, for example, are obviously and closely
related in the demand and supply sense as is indicated by cross
elasticity coefficients.
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This means the retail segment must be capable of
interpreting consumer preferences and needs and
accurately reflecting them through their buying
activities in the wholesale market.

2. The information needed for effective decisions in
pricing fed beef and moving it through the various
channels and stages of preparation to the whole-
sale market is not a function of the conditions in
competing activities such as pork production and
distribution or complementary activities such as
those of the feed grain industry.

3¢ The criteria employed by producers in selling
finished, slaughter livestock are not strongly
affected by their decisions on feeder cattle place-
ment and production. This suggests selling decisions,
once the cattle are finished, are largely independent
of previous decisions on placement and production
practices.

4, Deviation from the typical pattern of activities, the
pattern indicated in Figure I-1, are not of sufficient
magnitude and of such a nature as to change basic
information reguirements.

Regarding the first condition, there is increasing recognition
that activities at the wholesale level are conducted within a better

informed environment than at any other point in the total system.
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Williams and Stout comment as follows:1
It is here (at wholesale), frequently, that information on

supply and demand is available in largest quantity and
that buyers and sellers are best and most uniformly informed.

Similarly, DeGraff suggests:2

If there is one point more significant in price making

than any other in the whole chain of cattle and beef

marketing, the weight of evidence is that it is the whole-

sale market for dressed beef.
At a later point, DeGraff adds:3

In today's marketing system, it is at wholesale that

well-informed retailers reflecting consumer demand and

well-informed packers reflecting wholesale supplies come

together in what now appears to be the most effective

single bargaining point in the whole sequence of market

transactionse.
Combining these points with increasing buying on a specification basis
as an indication that retailers are aware of the types of meat
consumers will buy, there seems to be sufficient justification for
accepting the condition. Retailers appear to be relatively effective
in reflecting consumer preferences, insofar as they can be identified,
in the wholesale maxket.u

Condition two seems readily acceptables The situation in

competing and complementary areas of activity affects farm organization

and enterprise selection, but not selling decisions. The exception

1W'illiams and Stout, op.Cite, pe 5660
ZDGGraff, OQoCito, Pe 159.
3bide, pe 203

hSee. for example, Ibid., pe 183; Williams and Stout, op.cit.,
pe 421ff.; Williams and Uvacek, op.cit., p. 26ff.
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would be sales at early ages and/or low weights due to increasing feed
prices or feed shortages. Such are exceptional circumstances since
feed prices and/or feed supply would seldom change markedly between
the times feeder cattle are placed and finished cattle are sold.

Similar comments apply to the third condition. Placement and
production practices might affect selling decisions if efforts are
made to increase turnover per year, etce If this occurs, the selling
decision is made within self-imposed time constraints, but on essen-
tially the same criteria and with similar informational needs as would
prevail without the constraints.

Condition four also appears to be tenable. If, for example, a
packer or processor sells directly to retail versus going through a
wholesale facility, essentially the same types of information are
requirede A similar situation prevails for the producer who bypasses
organized assembly facilities. Information on alternative ways of
selling is always desirable, and direct movement is one of the alterna=-
tivess Information on shrink, grade, etce. might be required to estab-
lish terms of sale. However, the progressive producer desires such
information when selling through an organized assembly facility.

The implications of the abstraction do not seem overly damaging.
This suggests that the restricted system meets the more important
requirements of a complete system of action.

Optner discusses the various characteristics of what he terms an
unstructured system of action. The important characteristics are
(1) inputs which are variable or characterized by many disturbances,

(2) output which is unpredictable or which could be characterized as
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statistically unstable, (3) a processor which is either man or man-
machine, (4) control of the system and its operation and which, in

an unstructured system, shows a wide range of reliability, and

(5) feedback which, in an unstructured system, typically involvgs

a situation in which output--or bits of information concerning output--
are not automatically reintroduced to improve performance.1

The delineated or "restricted" system exhibits all these characteris-
ticse By adopting a perspective which views the finished animal as
input and the cut of meat moving through the wholesale level as output,
the "system" is complete. The existence of these characteristics will
become clear as the appraisal progresses, and need not be discussed
here. Note that Optner's unstructured system provides a framework
within which Alderson's ecological system of action might operate.

More general support for the abstractions as a whole could be
mustered. The information system in the fed beef sector of the live=-
stock industry is not unlike the systems in the pork and sheep
sectorse Appraisal of the one constitutes at least a basis for appraisal
of the otherse 1In addition, the fed beef sector is the most important
sector of the beef industry, and is becoming even more dominant.
Finally, limiting the appraisal to the fed beef sector is essential

to permit the desired concentration of effort and attention.

Procedure
The overall procedure to be adopted is considered to be somewhat

uniquees Communication theory, as the basic tool and means of appraisal,

1Stanford L. Optner, Systems Analysis for Business Management
(Englewood Cliffs, New Jersey: Prentice-Hall, Ince., 1960), pe. 8.
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will be employed to examine the established system of action. If the
marketing system can be viewed as a system of communication, the kit
of tools developed by students of the communication process will be
available as evaluative criteria.

The appraisal is to be conducted at two levels--the general and
the specifice Efforts at the more general of the two levels will be
culminated in a conceptualization of the beef marketing process in
terms of communication processes. In establishing a basis for such a
conceptualization, the activities inherent to the beef marketing system
will be presented as a system of action. Interrelations between and
among the various levels of activity will be stressed. Attention will
be given the current organizational structure of the system, including
the present procedures for the sale and distribution of the beef
animal and meat products. Also included will be discussion of the
development of the market news and grading services, grading being
included due to its importance as an input to reports of market activity.
Recent developments in these two services and the organizational
structure of the system as a whole will be revealed along with the
forces which have fostered such developments. Overall, this descrip-
tive effort will be designed to inform concerning the current operations
of the beef marketing system, to delineate the important interrela-
tions, and to unveil the forces which have either fostered change or
constituted impediments to change.

Following examination of the beef marketing system, the communi-
cation process will be discussed. Various models of the process will

be examined and a model developed to depict the basic attributes of
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the communication process. Considerable attention will be given,
once sufficient insight is gained, to development of the requirements
of effective communication processese.

With a basis established, the marketing of beef animals and
meat products will be conceptualized in terms of communication processes.
The total information system in beef marketing will be examined on
the strength of the established criteria of proficiency for communi-
cation systems, Commensurate with the stated objectives, the concept-
ualization will be employed to isolate general and conceptual short-
comings in the beef marketing system as a system of communication.

The completed conceptualization will be employed in directing
appraisal of certain aspects of the systeme. Those aspects of the
system which seem to offer potential of improvement and/or which
occupy strategic positions in the system will be examined in more
detaile In addition to providing direction, the conceptualization will
be used to guide evaluation and provide criteria for such evaluatione.
On the basis of preliminary examination, the more detailed appraisal
is likely to focus on the offerings of the various market news services
and in necessary relation, the needs of decision makers as receivers
of informatione The services will be examined for proficiency as
communication systems and as contributors to the overall information
system in beef marketing.

Insight concerning the operation of the current beef marketing
system and needs of system participants will constitute an important
criterion of appraisale Available literature in the fields of market-
ing and communication will provide a basis to that insight. 1In the

more detailed phases of the appraisal, questionnaires and informal
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interview techniques will be employed to provide needed depth of
understanding. Developed insight will then be employed in conjunction
with directives from communication theory to isolate those attributes
of the total system of action which become impediments to informational
flows necessary for efficient system operation. Beyond this, those
same criteria will be combined with developed awareness of alterna-
tive possible procedures to permit recommendations or suggestions
concerning needed changes. When the aporaisal has not provided
sufficient basis to make such recommendations, any procedure which
might be helpful in establishing such a basis will be suggested and
briefly delineated. The combination of evaluation, recommendation,
and suggested procedure should suffice as the establishment of a base,
a beginning, in efforts to improve the marketing of fed beef by
improving its level of attainment as an effective communication system.
A caution concerning what is to be considered effective communi-
cation is in order. The capacity to achieve a desired response is
often used as a measure of effectiveness. Such a criterion, even when
responses are viewed as including learning, adaptation, etc., is not
adequate in a system with economic connotations. The costs of communi-
cation processes must be related to the possible benefits and a decision
made concerning economic feasibility. Any change in a communication
system can be labeled effaective only if the value of "responses" such

. . . 1 .
as increased coordination of effort, more efficient performance of

1The term "coordination" is employed as indicative of joint effort
on the part of system participants toward optimizing operations relative
to (1) overall objectives of the beef marketing system, and (2) the
directives for action provided by the technical interrelations between
and among the various levels of activity.
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services, etc. is equal to or greater than the costs associated with
changes In a complex system, these values and costs are not always
readily apparent.

A necessary prerequisite to consideration of the economic
feasibility of chanege is isolation of those areas most worthy of
consideration, and some indication of the needed direction of change,
This is a basic objective of this study. Not unrelated, however, and
perhaps equally important, the approach being taken should foster a
perspective which facilitates more complete recognition of the costs
and possible benefits which might accrue from a new emphasis or change
in direction of effort. The cost-benefit dimensions of the problem
will not be given exhaustive attention. When preoccupation with the
communication process is evident, the economic feasibility of any
suggested changes or implications should be given careful attention
and consideration.

Obviously, the appraisal is not to be high}y analyticale Such an
approach scarcely needs defending, for it is not without precedent
and supporte. Buchanan states his position rather firmly in the follow-
ing remarks:1

A market is not competitive by assumption or construction.
A market becomes competitive, and competitive rules come
to be established as institutions emerge to place limits
on individual behavior patternse It is this becoming
process, brought about by the continuous pressure of

human behavior in exchange, that is the central part of
our discipline, not the dry-rot of postulated perfectione.

1James M. Buchanan, "What Should Economists Do?", The Southern
Economics Journal, Vol. XXX (January, 1954), p. 218.
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Economist Buchanan might applaud efforts to deal with the behavior of
a system, to examine the processes thereine Lynd, writing in 1939,
warned against investigztion of only those problems for which "good"
(statistical, etc.) methods are available.1

Much of the opposition to the descriptive research effort
arises from differing opinions as to what the descriptive effort
involves. PRressler suggests that the noncumulative nature of much of
the research (in Agricultural Economics) is due at least partially
to "the constant repetition of preliminary and descriptive phases of
the work, with little or no follow-up into the promised sequence of
analysis and synthesis."2 Jahoda et.al. define a descriptive study as
one oriented toward finding out what is occurring as opposed to

diagnostic study which tries to discover why and what can be done about

13.3 Handy, on the other hand, goes to some length to suggest that
the descriptive study is seldom the mere classification it is often
pictured as being. He feels description typically involves explana-
tion and that the two are often inseparables

In view of the various interpretations as to what the descriptive
effort entails, perhaps the advice offered by Paarlberg is useful.

He suggests that "the criterion for the choice of method be its

1Robert S. Lynd, Knowledge for What? (Princeton, New Jersey:
Princeton University Press, 1939), ppe 16-18.

ZR. G. Bressler, "Agricultural Economics in Decade Ahead,"
Journal of Farm Economics, Vole XLVIT (August, 1965), ppe 525-=20.

3M. Jahoda, M. Deutsch, and S. W. Cook, Research Methods in
Social Relations (New York: The Dryden Press, 1951), p. 54.

uRollo Handy, Methodology of the Behavioral Sciences: Problems
and Controversies (Springfield, Illinois: Charles C. Thomas, 1904),
PDe 114-18,
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usefulness in solving the problem, not the degree of its sophistication,
nor the date it was first used, nor its adaptability to the electronic
computer."1 The method which has been developed here is closely
related to the problem and to the stated objectives. Whatever it

might be called, it seems irrefutable that relationships must be
established or realized before they can be quantified, that deficien-
cies must be isoiated before they might be offsete If effective work
is done in this area of establishment and isolation, later application
of more analytical and "sophisticated" procedures will be more produc=-

tive.

1Don Paarlberg, "Methodology For What?", Journsl of Farm Economics,
Vol. XLV (December, 1963), p. 1388.




CEAPTER II

THE BEEF MARKETING SYSTEM

Introduction

The marketing of beef begins with decisions on production
procedure by the livestock producer and ends with the purchase of a
finished cut of meat by the consumer. This chapter is designed to
develop insight and understanding concerning the activities involved
in completing this process.

Marketing will be viewed as a system of action. Interrelations
and interactions will be considered. A brief look at the historical
development and evolution of the system will be followed by a review
of recent developments. Finally, the system as it presently exists
and operates will be examined. Overall, the purpose is to portray the
structure of the system, establish the role of the various partici-
pants, examine the factors affecting performance of those roles, and
isolate forces which have evolved new structures, new roles, or new

features affecting performances.

28



29
Historical Review1

The review will be in terms of production, assembly, packing,
wholesaling, retailing, and consumption activities and spanning all
of these, market news and grading as the more important of the support-
ing servicese.

As early as 1850, the forces which have evolved a complex and
spatially divergent production pattern were making themselves felt.
Population increased in the East and livestock production began to
shift away from the pattern involving production and slaughter on the
home farme. An increasingly urbanized population emerged and produc-
tion increased as the grazing areas of the West and the concentrate
producing areas of the Midwest and North Central regions turned to
conversion of roughages to meat.

The dispersed patterns of production which developed would have
been impossible had there not developed a means of assembling the
livestock preparatory to processing for shipment to the population
centerse The terminal or central market developed with the changing

locations and patterns of production. By 1850, terminal markets were

1This section draws heavily on the following references:

A. A. Dowell and Knute Bjorka, Livestock Marketing (New York:
McGraw-Hill Book Company, 1941).

Edward A. Duddy and David A. Revzan, "The Changing Relative
Importance of the Central Livestock Market," The Journal of Business
of the University of Chicago, Vole XTI (July, 1938).

Ralph A. Clemen, The American Livestock and Meat Industry (New
York: The Ronald Press Company, 1923).

Williams and Stout, ops.cit., Chapters 1 and 7-17.
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emerging at Albany, Buffalo, Pittsbure, Detroit, Cleveland, and
Cincinnati. This was to remain the dominant means of assembly for the
beef animal until well after 1900,

Terminal markets provided a necessary connective link between
production and consumption. Located at the major rail centers, a means
was provided for shipping the live cattle in and out. Physical
facilities were provided for the holding of the cattle prior to and
during the exchange process. Meat packer representatives patronized
the terminal in cquest of livestocke The commission firm emerged as a
representative for the producer in negotiating sale of the livestock
with packer representatives.

The coordinative role of the terminal markets was bolstered by
technological developments which decreased the importance of the time,
spatial, and product-form separations between the producer and the
consumer. Advances in transportation during the decade of the 1860!'s
and thereafter constituted an important contribution. The extent of
rail facilities began to expand. The pressing need for better
coordination of rail activity led to the establishment of such coopera-
tive efforts as the Union Stock Yards and Transit Company in Chicago
in 1865. Duplication of effort was decreased, time and congestion
problems at ieast partially solved, and the Chicago market blossomed
into the dominant market in the terminal systems Railroads became
more effective transporters and the railway system expanded into the
West and Southwest,

Another pressing need was a means of processing meat for ship=-

ment in a manner to make it more palatable than the typical dry-salted,
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pickled, or smoked product. Summer packing, theretofore impossible,
began in 1857 in Chicago with the aid of dry ice, but it was not until
the building of cold storage houses after 1865 that meat packing
became an all-season industry. Shipments by refrigerated rail car
began in 1869, and mechanical refrigeration permitted warehouse space
during the 1878-89 period.

The livestock industry, particularly the meat packing sesment,
flourished as a result of the impetus generated by developments in
transportation and processing. Packing plants develoved in and around
the major terminal markets, taking advantage of the importance of the
markets as points of assembly. Demand increased as the fresh,
refrigerated products were made available to the major consuming areas,
especially in the East.

The centralized manner in which the packing industry developed
required an extensive distribution systems Developments in trans-
portation and refrigeration stimulated a move of the packing industry
out of the Northeast and into the North Central region. With the
appearance of the East as a deficit area and with increasing shipments
from the Corn Belt to fill those deficits, a need arose in the deficit
areas for wholesaling services. Meat packers in the surplus areas had
begun to give more of their attention to procurement of livestock and
to the slaughtering function. The packer branch house emerged in
response to the need for a means of distribution.

The first branch house was established in Albany in 1885. By
1916 more than 1,300 tranch houses were being operated by interstate

packers.1 Basically, the branch house was a geographical extension of

1Clemen, opecite, ppe 385-92.
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packer activities, permitting product distribution in areas distant to
the slaughtering and packing functions. Rail car routes, involving
refrigerated shipments from the branch house to route customers, served
to complete the distributive link. Expansion into areas other than
the East was bolsterede The rail car routes reached more than 16,000
towns in Oklahoma, Kansas, Missouri, Kentucky and Iowa in 1916.1

As the meat packers grew, they increasingly integrated into the
processing of meate Local butcher shops made a transition from
processing to provision of retailing services. The butcher shops
became primarily retail meat stores buying from packers, wholesalers,
and packer branch houses, and early efforts in meat retailing were
largely confined to them.2

Concurrent with overall industry development, consumption of
meat increased rapidly. The average per capita consumption of beef
for the period 1900-04 was up to 68.1 pounds.3

Most of the early developments which set the stage for a complex
beef marketing industry grew out of needs When the need is urgent the
more subtle attributes of the operation are likely to be overlookede.
Grading and market news are examples. During the early period of
development, they would have been more nearly refinements than necessi-
tiese Too, information needs were slight in this period of simplified

procedure. Consequently, developments in these two areas were slower

in coming.

1Ibido. PDPe 400-02,
2Anthony and Motes, ope.cit., pe 270.

3Williams and Stout, op.cit., p. 90, Table 4-2, As will be noted
later, it was not until the mid-1950!'s that any substantial increase
over this figure was realized.
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Grading might be defined as a method of classifying or grouping
units of a commodity such that the variation or range in quality is
smaller within the groups than over the whole range of the commodity.
More elaborate discussions of the objectives of grading are readily
available, but it should suffice here to suggest that the basic
function of grading is to provide a means by which the commodity under
consideration might be more fully and accurately defined and/or speci=-
fied.1 Market news, on the other hand, refers to those activities
designed to inform participants about the workings of the marketing
system and its outputs in terms of price, quantities, and other impor-
tant indicators such as pace of trading activitye. Since product
identification is essential to such efforts to inform, the relation
between market news and grading is close. The two were indeed related
in origination and development.

Early developments in grading emerged from demands for more com-
plete2 market reports concerning terminal market activity. By 1867,
such terms as choice, prime, fair, medium, and common were being used
to describe steers. All other cattle were lumped into ane category.
The relative weakness of the system was indicated by the widespread
use of "place of origin" as an indicator of quality.

The first major attempt at the formulation of standard classes

and grades of livestock that might be used for trading on all market

1More discussion of the concept of grading, objectives, etc. will
prove necessary later. Williams and Stout, ope.cit., Chapters 19-21
discuss in depth the economics of grading, standards for grading, and
grading as it relates to consumer preferences.

2"Complete" reports meant, among other things, a better descrip-
tion of the livestock which were being sold.
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centers was by the Tllinois Agricultural Experiment Station from 1901
to about 1909. This work did much to reveal the nature of the
problem. Typical difficulties encountered included (1) the variable
nature of the different classes and grades due to variations in
quality, condition, visible supvoly of cattle and the activity of the
dressed meat trade, (2) the difficulty of accurately describing animals
typical of the various grades, and (3) a lack of uniformity in the
classification of the various market grades of cattle and in the use
of terms by those entrusted with selling, buying, and reporting the
cattle market.1
Viewing these problems, Mumford was led to the following con-

clusion:2

The existence of these facts (the difficulties encountered)

leads to the conclusion that it is wise not to attempt to

interpret existing market aquotations, but to arrange a

classification which will meet the requirements of the

present cattle trade, and exvlain fully the same so that

all can understand even if somewhat unfemiliar with

market conditions and requirements.
A tentative set of standards was developed. This bezinning, combined
with mounting public pressure for improved reporting, set the stage for
the entry of the U.S. Department of Agriculture after 1915,

Developments in the market news area largely paralleled those

in gradine. Prior to 1900, market news reports were the output of

1Herbert W. Mumford, Market (lasses and Grades of Cattle, with
Suggestions for Interpreting lMarketing Quotations, Illinois Agricul-
tural Experiment Station Bulletin 78 (Urbana, Illinois: TIllinois
Agricultural Experiment Station, 1902), p. 371.

2Ibid., pPe 374.
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private concerns and tynically oriented to one of the large terminal
markets. City newspapers were among the first to become active in
the reporting of market news.1 On the terminals, commission acencies
were active in disseminating available reports to producers. Progress
was made, but by the turn of the century, the absence of an opera=-
tional set of grades was placing constraining influences on development
and use of market reports. Pressure was exerted for public assis=-
tance. In 1915, H. C. Wallace suggested the following in an editorial
comment in Wallaces F'armer:2

The (U.S.) Devartment of Agriculture should, at the

earliest practicable date, inaugerate a system of weekly

reports on (1) the number of cattle, hogs and sheep

marketed; (2) the disvosal of such cattle, hogs, and sheep;

(3) the prices at which livestock was bought; (4) the

wholesale prices of such products at representative points;

(5) the retail prices of such products at representative

points e o o
Wallace went on to sugpest information be supplied on imports, exports,
freight charges, commission charges, prices of feed, etc. Various
producer associations adopted his ideas and the USDA began planning
the development of a public market news service.

An overview of this early period of development suggests

the interrelationships which were to prevail grew largely from neces-
sitye The svstem was born during this period, and no single facet

could make rapid strides of development without concurrent or previous

development in related parts of the systems Shifts in population from

1For more details on the development of market news reports
during this early period, see Dowell and Bjorka, op.cit., Chapter 15,

2H. C. Wallace, "Investigation Should Follow Conference,"
Editorial, Wallaces Farmer, December 3, 1915, p. 1582,
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the East and increasing urbanization of the Eastern population was
perhaps an initiating factore The location and pattern of production
changed, separating production and consumption. Some means of connect-
ing the two areas of activity was needed, and the terminal market
system emerged. Commission agencies arose to represent producers in
negotiating transactions with packer representatives. Meat packers
clustered around the terminal market areas, seeking proximity to a
concentration of livestock. Packer distribution procedures, with the
branch house as focal point, were given a boost by technological
developments in transportation and refrigeration. The consumer was
reached and as consumption climbed, meat packers integrated into
processing, often employing former butcher shops as retail outlets for
prepared and processed meats.

By 1900, the situation was changinge. More attention was paid
the activities which bridged production and consumption, especially
activities involving pricing, product description, and transportation.
There was increased recognition that efficiency in preparing the
product for consumption was important as well as efficiency in produc-
tion. Pressures evolved for a standardized set of grades with which
livestock might be more rigidly described and which would permit more
meaningful intermarket comparisonse This was prompted and accompanied
by demands for improved and more extensive reporting of price and
other important market indicators. The change in perspective was noted,
the pressures felt. The Office of Markets was established by Congress
in 1913, paving the way for efforts by USDA agencies in grading and in

reporting of market news.
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More Recent Developments

More recent developments, essentially those since 1920, are of
greater importance in developing understanding of the current beef

marketing system as a system of action.

Production

Among the significant developments relating to production were
those of changes in demand, productive responses to the changes in
demand, and regional shifts in productione.

The more important demand shifters were increases in population
and changes in population patterns and national income. With increas-
ing population levels came a relative increase in the population of
the Western areas of the nation and the farm to city migration. These
changes contributed to increased demand for beef in the aggregate.1
The increase in population, taken in conjunction with rising incomes,
was the more important factor. Breimyer estimated that between 1921
and 1958, a change of .97 percent in the retail value of beef has
accompanied each one percent change in deflated disposable income.2

Production and total consumption increased together during the

period, with no steady upward trend in per capita consumption of beef,

1The Western part of the nation, particularly the Pacific Coast,
ranks high in beef consumption per capita relative to other regions.
See Williams and Stout, ope.cits, pes 9% Urban households tend to
consume more beef than farm households, especially before refrircera-
tors and home freezers became widespread on farms. See DeGraff,
ovn.cite » PDe 1 2?-28.

2Harold F. Breimyer, Demand and Prices for Meat, Technical
Bulletin No. 1253, U.S. Department of Agriculture (washington: U.S.
Government Printing Office, December, 1961), pe 51.
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Total meat production increased at an average rate of slightly over
one-half percent per year between the decades of 1901-09 and 1930-39.
From 1930-39 to 1950-59, the average annual rate was up to two percent.1
The pattern for beef was similar. During the 1920's and 1930's,
production failed to keep pace with population increases and per capita
consumption declined. The only marked change in per capita consumption
of beef since the turn of the century began in the mid-1950's. From
the 63 pounds consumed in 1950, per capita consumption of beef
increased 58 percent to a high of 100 pounds in 1964, 1In 1965, per
capita consumption declined slightly to 99 poundse.

Meat consumption is an accurate indicator of livestock production.
In most years, only a nerligible portion of the total supply is
imported.2 Given an increasing population and the marked increases in
per capita consumption, production of beef has increased at a tre-
mendous rate in the past decade.

A number of developments contributed to the increases in produc~
tion. Among these was the increase in the number of cattle and calves
on farms for purposes other than the production of milke. In 1920,

30.2 million cattle and calves were kept for milk. The "other" cate-
gory, those not kept for milk, numbered 40.1 million head. In 1965,

3

the two figures stood at 26.8 and 80.3 million head respectively.

' Tbid., p. 30

2In 1965, the percentage of total supply imported was 4.9 percent.
Anthony and Motes, op.cits., p. 281, Table 6.

3Livestock and Meat Statistics 1957, Statistical Bulletin Noe.
230, U.S. Department of Agriculture (Washington: U.S. Government
Printing Office, July, 1958) and Livestock and Meat Statistics, Supple-
ment for 1964 to Statisticsl Bulletin No. 333, U.S. Department of
Apriculture (Washington: U.S. Government Printing Office, Seotember,

1965).
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MAlso important in facilitating increased production was the rise
in relative importance of fed beef, meaning beef animals fed a high
concentrate ration as opposed to grass or range fattened animals,.
Breimyer estimated that between 1922 and the mid 1940's, fed beef as
a percentage of all beef produced was less than 30 percent. The
percentage stood at 38.7 in 1945 and trended uoward to 57.0 percent
in 1960.1 The increase was due primarily to turnover of inventories
within the year, and is not revealed by comparing January 1 fed to
nonfed inventory ratios. The ratio of "number of fed cattle marketed
during the year" to '"number of cattle on feed January 1" was 1.18 in
1970, 1.52 in 1944, and 1.8%4 in 1960.%

A closely related development was that of technological advance
in productione. Table IT-1 is indicative of the change in productiv-
ity per man-hour expended. The advances appear modest, reflecting the
effect of intensively fed dairy cattle, a large number of hours in
dairying, and a shift during the period to feedlot feeding of beef
cattle which requires relatively more man-hours than range or grass
feedinge.

Over the same period, productivity gains in meat animals rela-
tive to capital investment has been more pronounceds In terms of
liveweight production of cattle and calves per cow on farms on January
1 (beef and dairy combined), the average for the 1925-29 period was
390.2 pounds. A steady upward trend led to an average of 584.6 pounds

in the 1955-59 periods-

1Breimyer. ope.cit. See Table 28, page 106 and page 37.

2The ratios are based on calculations from data in Ibid., p. 37,
Table 10, Ia—

BIbido. Pe 3“’, Table 90
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TABLE IT-1.-~Index numbers of meat animal production per man-hour and
production per unit of feed fed, five-year averages, 1920-59

e
e ae—

—
———

Meat animal production Production per 1,000 feed

Year per man-hour units fed, cattle and calves
(1947-49=100) (Pounds)
192024 87 91
1925-29 90 93
1930-34 90 109
1935-39 89 109
1940-44 98 100
194549 99 102
1950=-54 105 107
1955-59 111 106

Source: Harold F. Breimyer, Demand and Prices for Meat, Techni-
cal Bulletin No. 1253, U.S. Department of Agriculture (Washington:
U.S. Government Printing Cffice, December, 1961), p. 33, Table 8.

Regional shifts in production have paralleled other developments.
The period since 1920 has witnessed the trend away from range and margi=-
nal land production of cattle. The West North Central States produced
nearly 40 percent of the slaughter cattle in 1930. During the 1940-
64 period, this fell to 38 percent as total production more than
doubleds More recently, the Western states, especially California and
Arizona, have advanced in production even though they are grain deficit
areass Apparently sufficient economies are realized in handling,
procurement, financing, selling, etce. to offset the higher cost of
graine Proximity to the population centers in California is also a
permissive factor. More generally, Table II-2 indicates regional
changes between 1949 and 1965. Comparison of January 1 inventories

does not incorporate the all-important factor of inventory turnover
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within the year. Climatic conditions in the West, Southwest, and

South Central areas permit year-round feeding. Marketings relative

TABLE II-2.--Beef cattle and calves on farms, January 1
P ——  ——— — ———— e ]

1949 1965 Percentage

Region (1,000 head) (1,000 head) chanre
194965

North Atlantic 439 714 62.6
East North Central 3,286 7,223 119.8
West North Central 14,125 28,018 98.4
South Atlantic 2,34 5,159 1204
South Central 11,286 22,495 99.3
West 10,083 16,491 63.6
TOTAL 41, 560 80,100 9247

Source: The Livestock and Meat Situation, U.S. Department of
Agriculture (Washington: U.S. Government Printing Office, May, 1955),
pe 21; Livestock and Meat Statistics, Supnlement for 1964 to Statisti-
cal Bulletin Noe. 333, U.S. Department of Agriculture (Washington:

U.S. Government Printing Office, September, 1965), p. 8.

to January 1 inventory was 2.64, 2.70, and 3.41 in California for the

»2 Other Western and South-

years 1956, 1957, and 1958 respectively.1
western states have fewer turnovers, but still market more than Jan-
uary 1 inventories would indicate. Table II-3 helps to complete the
picture of regional changes by ranking marketings by statese The corn
belt states of Towa and Nebraska lead but examining marketings instead

of inventories suggests the West and Southwest are important and are

becoming more soe.

1Herrell DeGraff, Reef Production and Distribution (Norman:
University of Cklahoma Press, 1900), pe 73

2According to Hookin and Kramer, the average turnover ratio, on
basis of feedlot capacities, was 1.59 in California in 19¢3. They cite
(1) longer feeding to finish cattle to a quality comparable to USDA
Choice, and (2) increased feeding of calves and light vearlings as
reasons for an apparent decrease in turnover between 1956 and 19673,
See John A. Hopkin and Robert C. Kramer, Cattle Feeding in California
(Bank of America N.T. and S.A., January, 19065), pe 3%
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TABLE IT-3.--Marketings out of feedlots, selected states, 1963

Average annual rates

States (in descending of increase of cattle on
order by volume) 1,000 head feed January 1, 1954-54
Towa 2,852 1ol
Nebraska 2,012 1.8
California 1.899 L,2
T1llinois 1,245 1e4
Colorado 900 36
Texas 896 61
Minnesota 626 1old
Kansas 617 30
Arizona 608 Lol
Indiana 315 1ot

Source: John A, Hopkin and Robert C. Kramer, Cottle Feeding in
California (Bank of America N.T. and S.A., January, 1905), ppe30=37.

Typical feedlot sizes are on the increase. Hopkin and Kramer
report an averape feed-lot capacity of 10,413 in California in 1963.1
The authors sugrest a decline in average nonfeed costs (salaries and
wages, taxes, interest, insurance, depreciation, etc.) per head up to
about 26,000 head per year. Daily nonfeed costs in cents per head
declined from 12,7 cents for about 3,000 head to 8.7 cents for about
7,000 head. Less marked decreases uo to 26,000 head prevailed where a
low of 7.0 cents was reached. There is some indication that the costs
then rise slightly.2 Hunter and Madden found that the average feeding

cost per head declined substantially up to a capacity of 1,500 head.3

1Ibid., pe 7. This is a weighted average, giving consideration
to the proportion of total capacity in the various size groups.

2., .
Ibide, pPpe 32-33.

3Elmer Co. Hunter and J. Patrick Madden, Economies of Size for
Svecialized Beef Feedlots in Colorado, Agricultural Economic Heport
Noe 91, U.S. Department of Agriculture and Colorado Agricultural
Experiment Station (Washington: U.S. Government Printing Cffice,

1966).
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Assembly

The most striking chanee in methods of assembly has been the
relative decline in importance of the terminal market.1 The propor-
tion of fed beef sold through the terminal markets has declined,
especially in the past two decades. Various tyoes of nonterminal
means of selling have become important. Auction markets expanded at a
phenomenal pace during the 1930fs, from 200 in 1930 to 2,000 in 1940,
The number reached 2,500 in 1952 and has declined slightly since.
Another development which has contributed to the decline in relative
importance of the terminal is the increase in country selling.2 Such
"direct" marketing of cattle is not new, accounting for about 25 percent
of marketings in 1938.3

Table JI-4 indicates the relative importance of the various means
of assembly by regions, in 1955, Williams and Stout report a similar
regional assembly pattern for 1951, though at typically lower per-
centage levels for nonterminal market‘mgs.l4 By 1962, Williams and
Stout's estimates of nonterminal marketings for slaughter cattle
(those for commercial slaughter) stood at 65.1 percent. Anthony and

Motes report that in 1964 packers purchased 37 percent of their cattle

1For more detail on these developments, see Williams and Stout,
OEQCito, Chapters 7-1 1.

2Country selling is a generic term, here used as indicative of
direct purchases by packers, movement to packers through country
dealers, etce.

3Dowell and Bjorka, op.cit., p. 128.

AWilliams and Stout, ope.cite , pe 195, Comparison of total
nonterminal marketings for 1955 suggests a different base was used in
calculating relative to the Phillips-Engelman report.
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through terminals, 19 percent through auctions, and 45 percent direct.1

TABLE II-4.-- Percentage of cattle sold through different market out-
lets, by geographical region, 1955

Marketed Country Total

Region (1,000 head) Terminals Auctions sales nonterminal
Northeast 1,302 21 36 40 76
East North Central 5,478 49 20 29 49
West North Central 12,952 56 23 20 43
South Atlantic 2,576 4 68 27 a5
East South Central 1,916 22 45 32 77
West South Central 3,109 13 L& 38 84
Mountain 3,402 39 22 31 53
Pacific 2,807 17 8 72 80

United States 33, 542 38 29 31 60

Source: Victor B., Phillips and Gerald Engelman, Market Qutlets
for Livestcck Producers, Marketing Research Report No. 210, U.S.
Department of Agriculture (Washinston: U.S. Government Printing
Office, 1958).

Nonterminal marketings thus remained relatively high, with direct or
country sales beginning to account for a larger portion of total non=-
terminal marketings.

As means of assembly have changed, so too have the bases for
pricing of livestock. For fed beef, the liveweight and grade method
of selling is by far the most impertant. Price is negotiated for the
live animal with grade, as indicator of live animal quality, playing
an important role in the negotiation processes. The grade of the
animal or lot of animals may never be mentioned explicitly, but each
party to the process will have estimated the grade and will bargain

accordingly. Price is on the basis of dollars per hundredweight for

the live animal.

1Anthony and Motes, onecite, ppe 261=53.
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The carcass grade and weight method of selling differs primarily
in that the value of the animal is not determined in live form.
Typically, price negotiations are conducted prior to slaughter and a
schedule of prices by carcass weight and grade classes is established.
The particular price paid for the animal is then determined on the
basis of the weight and grade of the dressed carcass.e This is an
increasing méthod ¢f selling, becoming important in most regions and
especially in the West and Southwest.

Other forms of selling in carcass form are receiving scattered
supporte. Custom packing and consignment selling are two techniques by
which animal value is determined after slaughter. Unlike carcass grade
and weight selling, however, price is not negotiated before slaughter

and wholesale carcass prices typically become the price which is used,

Meat Packing1

The most widely discussed and the most important changes in meat
packing have been the continued decentralization of the industry and
concurrently, decreased concentration of the industry. Within this
environment of change, increased specialization by function has
developed.

Decentralization of the meat packing industry was prompted in

part by basic economic dictates concerning transportation. With a

1For more detail on developments in the meat packing industry,
see Williams and Stout, opecit., Chapters 1 and 14; Willis E. Anthony,
Structural Changes in the Federally Inspected Livestock Slaughter
Industry, 1950-62, Agricultural Economic Report Noe 83, U.S. Depart-
megg)of Agriculture (Washington: U.S. Government Printing Office,
1966).
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decreasing percentage of 50-65 percent, the advantages of shipping the
finished carcass versus the live animal are obvious, other things
equal. Stabilization of the livestock-dressed meat freight differen-
tials led to a rough locational equilibrium between 1907 and 1920.
This equilibrium was upset by World War I which concentrated slaughter
in the Eastern Corn Belt and after 1920 by increased corn production
in the Northwest Corn Belt. The larger packers, located near the
terminals, sought to restore the equilibrium by extending their opera-
tions into the Corn Belt areas.

Concurrently, smaller independent packers began to grow in number
and importance. Their cause was bolstered by the Consent Decree of
1920 and a general increase in freight rates of 35 -to 40 peréent by
the Interstate Commerce Commission in August of 1920, Producers
began to look for markets nearer home and interior (non-national)
packers were willing to provide those markets. Improved roads and
increased use of the motor truck gave producers the option of marketing
near home instead of shipping often long distances to the terminals.

The rate of decentralization was likely conditioned by the
degree of concentration in the meat packing industrye. Nicholls suggests
that between 1916 and 1930 the five dominant firms prevented smaller
firms from taking over a larger percent of the industry by purchasing
some of the smaller firms, closing down the acquired plants, and
redistributing the additional volume through their own underutilized
plants.1 The large packers also established buying stations and con=-

centration points in the production areas rather than build plants

1William H. Nicholls, "Market Sharing in the Meat Packing Indus-
try," Journal of Farm Economics, Vol. XXII (February, 1940).
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there or operate purchased ones. Table II-5 is indicative of the

degree of concentration which prevailed during this period.

TABLE IT-5.--Percentace of interstate slaughter controlled by the "Big
Five"? packers, selected years, 1920-37

Percent of interstate slaughter

Year Hogs Cattle Calves Sheep and lambs
1920 51 71 67 78
1925 48 73 68 80
1930 Ls 68 69 83
1935 51 66 70 80
1937 51 63 70 79

%The number was reduced to four by a 1923 merger,

Source: William H. Micholls, "Market Sharing in the Meat Pack-
ing Industry," Journal of Farm Economics, Vol. XXIT (February, 1940),
Pe 232.

The degree of concentration has changed considerably since 1937.
Federal grading of beef was made mandatory during World War II and the
Korean conflict. The result was an increase in the percentage of beef
federally graded from about 10 percent in 1940 to approximately 50
percent in 1955. Federal grades have been attributed with a major
role in the decentralization of the industry. Independent meat packers
and wholesalers have found federal grades to be effective merchandis-
ing tools and have been able to combat the effectiveness of the

national packers! established brand names.1

1Willard F. Williams, Earl K. Bowen, and Frank C. Genovese,
Economic Effects of U.S. Grades for Beef, Marketing Research Report
Noe 298, U.S. Department of Agriculture (Washington: U.S. Government
Printing Office, January, 1959). This reference deals in detail with
the impact of federal grading on the economic and competitive status
of the livestock industry.
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Independent packers have taken advantage of such opportunities.
Locating with the changing geographical areas of production, and
bolstered by increases in production, a flourishing demand for beef,
larger and more efficient production units, and the opportunity to buy
away from the terminzl markets, the independent packers have increased
in relative importance. Anthony reports that in 1950 the four largest
slaughter firms accounted for 51.5 percent of national federally
inspected slaughter and 38 percent of total commercial slaughter. By
1962, their share had declined to 29.5 percent of federally inspected
slaughter and 23 percent of total commercial slaughter.1

Plant locations reflect much of the noted change. The East North
Central area remains the important seat of packing activities, account-
ing for nearly one-fourth of the plants in 1958. However, important
increases have been noted in the South, including the South Atlantic
and both the East and West South Central areas. These areas tend to
exhibit plants with smaller capacity and have relatively fewer federally
inspected facilities. However, the number of federally inspected
plants has increased in the Northwest North Central Area, the Southern
Plains (principally Texas) and to an extent, in the Southeast.”

Paralleling other developments has been increased packer special=-
izatione This specialization has occurred by animal species, and
perhaps more important, by function. Independent packers have

specialized in slaughter and left production of sausage and variety

1Anthony, OpeCite, pe 7.
2Williams and Stout, opeCite, ps 343.
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meats to national packers and the processing specialists. An increas-
ingly common type of specialization by function is that of the "shipper-
type" packer. Typically an independent packer, this type of packer
slaughters a particular grade or class of one species in volume, is
usually located in a supply area, and ships to large-volume inter-
mediate handlers or large retail accounts wherever they may be located.

Shipments are usually in carcass form with little or no processinge.

Distribution--Wholesaling and Retailing

Developments in wholesaling and retailing of meat have not been
unrelated.s The situation which prevails in one sector affects needs
and the type of operation which will be economically viable in the
other sector.

The most pronounced development in wholesaling has been the
increased importance of independent meat wholesélers and merchandising
agents (meat brokers) relative to the packer branch houses. The data
in Table II-6 are indicative of the change which has occurred.

TABLE II-6.=--Meat wholesalers and distributors: Total sales and sales
per plant in 1958 dollars, selected years

e— remam——
— ——

Total sales ($1,000,000) _Sales per plant ($1,000)

Whole=- Branch Whole- Branch
Year salers houses Brokers salers houses Brokers
1929 1,576 4,392 228 . 708 3,796 1,757
1939 7,633 3,408 361 636 3,626 4,301
1948 1,932 2,746 558 604 3,632 9,628
1954 3,377 3,178 613 775 4,786 6,323
1958 3,879 2,303 606 870 L, 429 3,960

Source: Williams and Stout, op.cit., pe 379, Table 15-2. The
authors deflated original census data by an unpublished USDA Index of
Wholesale Red Meat Prices,
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Even more drastic changes have occurred in the retail sector.
Prior to 1930, the retail food industry was characterized by a large
number of small stores, nearly two-thirds of which did not carry fresh
meat in 1929, Between 1930 and 1948, the retail chain move began to
develop. Advantages accrued from standardization of procedure,
centralized purchasine, low-cost selling methods, etc. The number of
stores without fresh meat dropped substantially by 1948, Typically,
the meat department of the store was leased to an independent operator.
After World War II, the chains began to operate their own meat depart-
ments, seeking lower cost opera%ions and control over procurement
activities, quality, merchandising policies, and prices. More compe=
titive and aggressive meat merchandising was introduced.

As the retail chains became more dominant, the number of retail
stores decreased and the averace volume by stores increased. TInde-
pendent (non-chain) retailers joined into affiliated groups, seeking
the advantarges in procurement and distribution which have accrued to
the large chains.

The impact of such developments on distribution from the meat
packing sesment is clear upon examination of recent distribution
channels for red meate In 1963, for the United States as a whole,
retail stores handled 72 percent of packers! output. Thirty-five
percent went to hotels, institutions, government, etc. About one-half
(49 percent) of packers! output went directly to retailers. Of the

remainder, 34 percent moved through wholesalers and brokers and 14
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percent through branch houses.1 Thus, the direct movement from packer
to retailer has supplanted much of the volume the wholesaler, broker,

and packer branch house would otherwise handle.

Consumption

The more important developments in consumption of beef have been
the rise in per capita consumption, increasing beef consumption relative
to pork, and an apparent change in consumer preferences.

As noted previously, per capita consumption of beef was largely
stable around 68 pounds from the 1900-04 period to 1950-54. Since the
mid-1950's, per capita consumption has increased rapidly to about 100
pounds in 1965, |

The increased consumption has arisen lareely from advances in
income and changing work and living habits by the American people. In
1964 dollars, per capita disposable income was $1,628 in 1950, $2,099
in 1964, Breimyer found a relatively high and positive relationship
between changes in disposable income and changes in retail value of
beef (an approximation to expenditures). An increasingly calorie-
conscious consuming population has adopted beef as a diet basic, and
shifted from pork consumption. The imasge of pork as a high-calorie
meat and a less favorable relationship between expenditures on pork and

advances in dispnsable income have helped bolster increases in beef

. 2
consumptione

1Organization and Competition in the Livestock and Meat Industry,
Technical Study Noe 1, National Commission on Food Marketing (Wasning-
ton: U.S. Government Printing Cffice, June, 1966), p. 43.

2Between 1921 and 1958, a change of only .18 percent in the retail
value of pork accompanied each 1 percent increase in deflated dis-
posable income (as compared to .97 percent in the retail value of beef).

Breimyer, op.cit., p. 51,
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In 1964, 57 percent of the beef sold was federally graded. OCf
the amount graded, 77 percent was Choice. Since relatively less Choice
beef is sold ungraded, the proportion of Choice grade beef to all beef
marketed is believed to be less than the 77 percent.1 Even so, the
figures indicate the importance of this particular classification of
beef in consumption. Within the Choice grade, as within the other
grades, consurers are indicating preferences for the leaner cuts of
meat, cuts characterized by little waste and low fat.

Given the positive relation between expenditures on beef and
rising incomes, the current preference for beef versus pork, and an
ability of the industry to supply the type of beef being demanded by

consumers, consumption of beef is almost sure to remain high.

~ Grading and Market News

Federal grading of beef, officially initiated in the 1920's, did
not receive rapid or widespread acceptance.2 The grading terminolory
and the objectives of grading were larcely unknown. In 1928, the
service was changed from a publicly supported to a self-supporting fee
basise The fees were nominal, but the total cost to the packer in the
form of inconvenience and disruption of work was not. Perhaps more
important as a restraining factor was a move by the national packers

in the late 1920's to sell under their own brandse. Prior to World War

1Organization and Competition in the Livestock and Meat Industry,
ov.cite 9 De 30.

2For more detail on the development of grading and the factors
affecting acceptance, see Williams and Stout, op.cit., Chapter 20.
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IT, it seens probable that more teef was sold under packer brands ther
federal grade stamps. Still other hindrances arose from expressed
inability of retailers to obtain a continuous supply of federally
graded beef and from an overall lack of funds for expansion during the
depression yearse.

By 1942, about 10 percent of the beef sold was federally graded
and stamped. Grading was comnulsory during World War II, but dropped
to about 25 percent of beef sales during the late 1940's, Made com-
pulsory again during the Korean conflict, the percentace of beef graded
was around 50 percent during the 1955-60'period. In 1964, it was
estimated that 57 percent of the beef sold was federally eraded.

The official grade standards have been changed three times since
1928, the chanees occurrine in 1940, 1951, and 1956.1 These changes
were made in response to changing relative proportions of production
by grades and with chanres in consumer use and preferences in mind.
Realignment of the grades supposedly facilitated the overall objective
of categorizing the product into economically significant classes.

The basic provisions of grading have persisted. The grade of a
beef carcass depends on quality and conformation. The "quality" aspect
refers to marbling, texture and firmness of lean, and indications of
maturity. "Conformation" refers to the build, shape, or proportion of
the carcass or its various partse Within certain limits, conformation

“and quality are permitted to compensate for one another at specified

1See Williams and Stout, op.cit., p. 502, Table 20-2, and Qffi-
cial United States Standards for Grades of Carcass Reef, Service and
Regulating Announcements A.M.S. 99, Agricultural Marketing Service,
U.S. Department of Agriculture (Washington: U.S. Government Printing
Office, 1955)e
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rates.s Both factors are based on visual physical characteristics of
the carcass. Standards have also been devised by which the live
slaurhter animal can be graded.1 The relation between the live grade
and the carcass grade is theoretically exact.

In 1962, a significant innovation in grading was attempted. The
USDA offered on an optional basis a grading procedure by which the
cutability (the yield of lean meat) of the beef carcass would be given
more consideration. Known as the dual grading system for beef, the
attempt was a modification of the system in use.

Under the new system, the quality characteristics of a carcass
were determined as before, using the same criteria. However, confor-
mation was not considered directly, but was incorporated into a cutabil-
ity grade. The cutability grade ranged along a scale from 1 to 6, the
digit "M indicating the carcass with the highest cutability or highest
proportion of lean cuts to total carcass weighte. Thus, a carcass grad-
ing Choice in quality might then be graded a Choice-1, or Choice-2,
etc.

Underlying the proposed change was the desire on the part of the
USDA to eliminate the need for compensation between the quality and
conformation factors. Prior to 1962, the permissible rates of compen=-
sation were such that a carcass grading Prime in ocuality might grade

Prime, Choice, or Good overall due to the compensating effects of

1Official United States Standards for Grades of Slaughter Cattle,
Service and Regulatory Announcements Noe A.M.S. 112, Agricultural
Marketing Service, U.S. Department of Agriculture (Washington: U.S.
Government Printing Office, 1956).
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carcass conformation. Pierce commented that "our present system
of grading (the system based on quality and conformation attributes)
fails to give as realistic an appraisal of value differences in beef
carcasses as is needed."1 Pierce indicated that research findings
revealed a difference of $20-$30 in the retail value of Choice car-
casses was not at all uncommon. To offset this, the cutability cri-
terion was offered. The cutability grade was determined on the basis
of (1) thickness of fat over the rib eye, (2) the size of the rib eye,
(3) the quantity of kidney and pelvic fat, and (4) the carcass weight.
The dual grading proposal gained little acceptance by the trade,
In 1965, a modification of the system was offered on an optional
basis. The modification entailed the offering of "yield grading."
Yield alone was graded or yield was combined with the quality grades
to approximate dual grading, the difference being that conformation
was no longer incorporated into the yield (cutability) scale.
Developments in market news, until the last decade, were largely
in the form of refinement and extension.2 Market news, as the term is
here employed, refers to recent information on market conditions
including references to recent prices, market volumes, demand condi-

tions, and short-term changes and trends in all of these.

1Remarks by John C. Pierce, Deputy Director, Livestock Division,
Agricultural Marketing Service, U.S. Department of Agriculture, before
the Twelfth Annual Cattlemen's Conference, Raleigh, North Carolina,
January 18, 1963.

2See Williams and Stout, op.cit., Chapter 18. Also, Roy
Rockenback, "Market News for Livestock Marketings in the Southeast,"
Agricultural Marketing, February, 1960, pe. 12, and George R. Grange,
opecite, ppe 19-21,
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Both public and private efforts are involved in the collection
and dissemination of market news. Public efforts are on a state,
federal, and federal-state basise. Much of the effort is by the Fed-
eral-State Market News Service under the direction of the Livestock
Division, Consumer and Marketing Service, USDA.

Federal activitv in the reportine of market news was born around
1916 in response to public demand. Initially, the reports covered
trade in meat, but the emphasis was ouickly shifted to trade in live
animals. The nucleus of the system developed within the terminal mar-
ket systeme. Trained reporters were established at the important
terminals so that direct observation of the tradineg activity was possible.
A system of leased teletypewriter lines, currently in excess of 20,000
miles, has been employed to connect the offices around the country into
a giant informational network. Pertinent data from any region are
potentially available to other rerions, many of the data considered
important being transmitted regularly. As federal ¢rading has come into
widespread use, the reporter has been trained in grading, and grading
terminology figures heavily in the construction of disseminated reports.

As other forms of marketing gained prominence, the heavy reliance
on the terminal market for reporting purposes has been weakened.
Auctions flourished during the 1930's and thereafter. In areas where
auctions are the important means of assembly and exchange, such as the
Southeast, reporting activities have been expanded to cover them,

More recently, larcely within the past five to six years, the report-
ine of direct sales has been siven increased attentiones This is in

response to the tendency toward direct sellinge
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In recent years, the wholesale market for meat has come to be
considered as an important seat of pricing and exchange activity, to
an extent indicative of what the situation will be at other points of
exchanges. Apparently reflecting this perception, federal activity in
the revorting of the wholesale meat trade has expanded. Reports are
available for the major centers of trade across the nation in terms
of carlot and less-than-carlot cuantities.

The output from these public efforts is varied and immense in
volume. Typically, daily reports--and reports of progress during the
day's tradineg--are made available to the mass media. The renorter's
conclusions are available to members of the trade who are interested on
a personal contact basis and over the leased wire system to parties
at other markets. Mailed revorts on a weekly and sometimes semi-
weekly basis go out from the impvortant reporting stations to interested
parties. Commission agencies are important users of the reporter's work
in disseminating information to producers.

The more important private effort is the Kational Provisioner!s
"Daily Market and News Service," widely known throuchout the trade as
the "Yellow Sheete" Berun in 1923 bv the National Provisioner, Inc.,
the "Yellow Sheet" is a daily reporting service on open market carlot
tradine of meats and packinghouse productse Emphasis is given the
previous day's closing quotations in the report, made available to
subscribing customers by first class and.air mail, and by telesram

(a midday and a closing wire are offered).
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Results from the daily reports are published inh summary fashion

in The Naticnal Provisioner, a weekly trade magazine. Emphasis is on

meat, as with the daily revort, but both include information on live-

stock prices at important markets and The Provisioner typically

includes an indication of federally inspected slaughter at major
centerse The information on live cattle trade and federally inspected
slaughter is taken from the USDA reportse.

Other private sources include the Daily Drover's Journal pub-

lished in Chicago. Within the past year, this publication has changed
to a weeklye. Where the publication once maintained remorts on the
major markets, this too has been deemphasized and reliance on USDA
reporters for information made more complete.

A relatively new private report is the "Meat Products Clearine-
House Service," published by lMeat, a meat industry magazine. The
service provides immediate ticker tape reports of meat prices and
movements by source and destination. Most of the major packers have
subscribed to this service.

Excluding the private efforts,the following is indicative of the
types of market news concerning fed beef which are published by the
USDA. A summary of these data is distributed weekly from Washington

in Livestock Meat and Wool Market News:

1. Data on prices, price ranges, supply, demand and other
market factors and influences. Information on "activity"
or the relative pace at which sales are made, on "consist"

or supply by class, grade, or weight, and on "clearance"
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indicating how completely available supplies have
been taken is also provided.

2+ Information for 12 major livestock markets on number,
total weight, total cost, and average cost of
slaughter steers and heifers by grades.

3. Receipts and disposition of livestock from about 60
terminal markets are obtained monthly and released
monthly and annually.

4, The Market News Service makes estimates of total
weekly slaughter under federal inspection at major
slaughtering centers for the preceding week.
Estimates of average live and dressed weights are
made for each species to obtain estimated weekly meat

production under federal inspection.
The Present

The beef marketing industry is experiencing a period of transi-
tion and adjustment. As the industry changes, so too must the grading
and market news services if they are to fulfill their prescribed roles
as coordinating devices.

A11 industry activities are conducted within constraints imposed
by consumption levels and trends. Beef consumption has increased
markedly in the past decade. Increasing population levels, incomes,
and a positive relationship between changes in income and consumption
of beef has fostered the rising consumption levels. With the increases

in consumption has come a change in preference patterns. The modern

consumer is insisting on leaner, less wasty cuts of beef,
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The changes in levels and patterns of consumption have placed
pressure on an industry not known for its ability to adjust. That
production has increased markedly is obvious since consumption is
largely a mirror image of production. More cattle for beef purposes,
increased output per unit of labor and capital input, and the trend
toward production in the large, efficient commercial feedlot have
permitted increased production. The number and size of feedlots
continues to increase and are expanding into the West and Southwest.
Capacity to produce is not likely to be strained, at least not in the
volume sense,

Pressures are still being exerted for conformance with the change
in consumer preferences. A number of developments have permitted these
pressures to come to sharp focus.

Concentration at the retail level is increasing. Retail out-
lets are becoming fewer in number and larger. The retail chain has
risen to a point of prominence and independent retailers are banding
together in affiliated groupse. With these developments have come
chancges in the means of distributing packers! output. In 1963, nearly
three-fourths of the meat sold by packers was handled by retail stores.
Half of packer output went directly to retailers. Independent whole-
salers and brokers handled much of the remainder.,

A1l these developments have bolstered the retailer!s capacity
to make demands on packers and receive compliance. An imoortant
demand has been increased specification of meat relative to that pro-
vided by federal grades. The inability or unwillingness of the indus-

try to adjust to these demands was instrumental in orecipitating the
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the price break for live animals in 1963-04. A large supply of heavy,
highly finished animals saturated the market during that period, and
moved sluggishly through the system into consumption. Even though the
retail secment apparently recoenized the need for changed patterns of
production, the remainder of the industry did not adjust. The system
was apparently unable to discourage production of the tyme of product
tecoming less attractive to consumers. These same pressures continue
to be exerted as further productive adjustment is needed.

Changes in the means of assembly and sale of live animels are
occurring with the increases in production, consumpticn, and the
emergence cf the retail serment to a pesition of power. In 1650,
packers bought three-fourths of their cattle on terminel markets; by
1964, only 36.5 percent. Direct movement from the feedlot to the
packer is gaining popularity in the important production areas. In the
West and Southwest production areas, most of the fed beef is moving
directs In the Midwest and North Central areas, both long seats of
terminal activity, the trend is picking up momentume. Towa producers
who never before marketed cattle exceot through terminals are now,
by their own admission, selling direct to packerse.

As the charnels of livestock movement change, so too do the means
of selling. Liveweight and grade remains the dominant means of sell-
ing, but carcass grade and weight selling is becoming more prevalent.
Anthony and Motes report that carcass grade and weight selling accounted

for only 4.2 percent of cattle slaughter in 1961.1 However, industry

1Anthony and Motes, Opecits, pPe 263.
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personnel estimate that over 20 percent of the slaughter cattle now
being sold in Towa are sold via some form of the carcass grade and
weight method; estimates are even hirsher in the West and Southwest.

Surrounded by an environment of chance, the packing industry has
made adjustments. Slaughter facilities are moving to the production
centers. Plant sizes, on an average basis, are becoming larger but
the variation in size is also increasing. Plants are being modernized
and specialization by species and/or function becoming the order of the
daye The total number of slaughtering firms has increased and the
degree of concentration declined sharply.

The feeding of cattle by packers is increasing. In 1964, the
cattle fed by the eight largest packers or fed for them on a custom
basis amounted to 4 percent of the beef and veal produced by the
packers. For 41 other packers responding to a survey, the number of
all cattle owned 11 or more days in advance of slaughter accounted for
16 percent of their beef and veal production in 196&.1 Packers ration-
alize such feeding activity as "inventory controle" Producers tend to
view the same activities as a means of controlling price.

Change breeds conflict. Change and coordination are, to an
extent, mutually exclusive. Yet, change has been the byword of the
beef marketing system, especially in the past 10-15 yearse. The role
of any service of a coordinative nature is made both more important
and more difficult by accelerated change and instability. Increased
importance emerges from the opportunity which prevails. New organiza-

tional structures and procedures of operation are formed during periods

1Organization and Competition in the Livestock and Meat Industry,
opecite, ppe 101-04,
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of transition. The potential of direction is offered the coordinative
services during such periods. Yet, the task of achieving coordinated
effort is made more difficult by transition and change. Stability

of relation gives birth to capacity for coordination as interrela-
tionships are perceived and cultivateds Instability blocks that
perception as the nature of the interrelationships change. The extent
to which grading and market news are currently performing as coordina-
tive devices is deserving of consideration.

Federal grades exert influence on system activities from the
producer to the consumer.1 The basic coordinative attribute of grad-
ing evolves from its provision of a standardized terminology. Producers
examine available information on price and other important indicators
for a market or across markets and/or methods of selling with some
assurance that similarly described livestock will exhibit similar
physical and economically important attributes. Grading, by decreasing
uncertainty as to the characteristics of the product (the beef animal),
opens the door for adjustments as to time of selling as well as where
and how to sell. Price fluctuations are reduced by promoting
a more orderly flow of livestock to the market place and spatial
coordination is promoted by decreasing the likelihood of any one
market receiving a disproportionately large or small supply of a par-
ticular type of cattle.

Grades function as guidelines to the packer in the buying of beef
cattle. Increasingly, the packer is selling to retailers who require

detailed specification of the dressed carcasse. Terminology employed in

1’I‘he purpose at present is to examine the role which grading plays
in coordinating market activity. Evaluations of this service with
regard to any shortcomings which might prevail will be considered in
more detail in Chapters IV, V, and VI.
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such specification varies, but often begins with federal grades as a
point of departure. Packers then attempt to purchase the live animal
with such reauirements in minde. They too employ grades as a point
of departure. Estimates of grade and the attributes of the animal
within grade are recuired when buying on a liveweight basise. Less
subjectivism, less estimation, is reauired when the packer buys via
some form which employs the grade of the carcass itself. Coordination
between retail reauirements and production is promoted as the packer
employs grades to identify, and stimulate production of (through
price), the type of beef animal for which retailers exhibit the strong-
est demand.

Dual grading, introduced in 1962, has not been widely accepted.
The prooosal was and is basically an attempt to facilitate the coordi-
native role of grades. The cutabilitv criterion is desisned to more
accurately specify the value of a beef carcass at retail--amounting
to improved descriptive completeness. Current specifications employed
by the retailer-wholesaler-packer complex lack the desirable trait of
standardization. Dual grading would suoply the needed element of
standardization and if widely adopted, facilitate vertical and horizontal
coordination within this complex of activity. Extended to the erading
of live animals, the prooosal would tend to bolster packers! ability
to buy selectively. Appropriate patterns of production would be

encouraged and coordination throughout the system facilitated.



Doubts concerning the practicability of dual grading has tended
to block its acceptance. Packers are concerned about the extra cost
of a more refined system of gradinc. OQuestions are raised as to
whether an adequate level of accuracy could be attained.

Vested interests of industry participants have provided another
source of onposition. National packers oppose all federal grading,
considering it detrimental to their established brand names and overall
competitive position. Too, the packers contend dual grading would not
"fit" what they can do in the market, aoparentlyv meaning they do not
care to disrupt relationships with customers which have been developed
in terms of situation-oriented terminolosy,

Early experiences with dual grading brought opoosition from
other sources.1 Much of the dual grading of the first year was in
California and the Cincinnati, Chio area. The "olain" cattle of the
California area, tyvoically crossbreeds, reached the Choice-2 grade
even thoursh they would have ranged from Standard to Good on the con=-
formation scale. Retailers were skeotical of the value of these car-
casses, and they were never effectively merchandised. A bad imacge for
dual grading was the result, and from this experience, the '"beef
breed" producers of the Midwest often came out in opposition to the
dual grading proposal.

The neutral position adopted by the retail seesment was yet another
factore. Apparently afraid their imare would be damaged whichever stand
they took, the retailers stayed "on the fence." Adoption by this

influential serment might have made a difference.

1This and the following point was developed during an interview
with a member of the Livestock Division, Consumer and Marketing Service,
U.S. Department of Agriculture.
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Though dual srading has not been accepted, the proposal and
subsequent discussion may have exerted a positive influence on the
coordinative capacity of gradinge. Producers are speaking of the
need to avoid production of the heavy and wasty animale Government
graders are "ribbine" all carcasses. Market news reporters are
indicating those instances in which heavy animals are discounted and
some are incorporating dual grading terminology into informal dis-
cussions with trade personnel. Packers discuss the recuirements of
retailers, often with reference to the dual grading criteria. Whether
the pressures of price alone or price in conjunction with the attention
the dual grading proposal received have fostered these developments
is unknowne. BEmphasis on price as the relevant force can scarcely
ignore the impact which the dual prading proposal may have had on
pricing processess

To a considerable extent, the coordinative capacity of market
news is determined by the relative sufficiency of grades as character-
izing values, as a descriptive terminology. The degree of complemen-
tarity between the two is pronounced. If procedure and expanse of
market news reporting were held constant, improved grading in the
coordinative sense would bring corollary improvement in market news,

The coordinative aspect of market news emerges from its role as
source of information.1 The producer looks to market news for infor-
mation facilitating his decisions concerning when, where, and how to

sell. Packers need information of similar nature concerning their

1As with grading, the present purpose is one of establishing in
cursory fashion the role which market news plays, not evaluation of
that role,
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buying processes. When both parties are informed, fewer short run
fluctuations are experienced on any one market and the pattern of
activity among markets takes on an air of order.

Coordination is increasingly needed along dimensions other than
time., When one method of marketing dominates, the basic decision is
deciding when to sell. Such was the case with terminal markets at one
time. Needed were means by which the flow of livestock from producer
to packer through the terminal market would, over time, be more orderly.
By reporting relevant price and quantity data and evaluating the pace
of trading activity, market news facilitates the attainment of such an
orderly movement.

As other methods of marketing emerge, new dimensions and new
needs arise. Some means of coordinating activity across markets and
methods of selling are needed. The USDA's answer has been extension of
reporting activities to cover the alternatives, theoretically providing
the basis for overall coordination of sales activities.

Brief mention is in order of the problem which is accompanying
such changes. Reporting the nonterminal transactions seems essential.
Yet, the negotiation between producer and packer in direct movement,
the nonterminal alternative which is increasing in importance, is
often based upon terminal price quotationse The desirability of this
type of coordination is questioned. As fewer cattle are sold through
terminals, with the current reliance on terminal quotations, negotia-
tions are being tied to a segment of total livestock sales which is of
declining relative importance. This somewhat intriguing situation will

receive more attention later.
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In the wholesale meat market, the needs are somewhat similar
and are being met by similar types of adjustments. Alternative routes
of movement to the retail sesment have emerged. Coordination across
these alternatives as well as along the time dimension is needed,
Price data are reported, enabling buyers and sellers to enter or leave
the market--within operational limits--at opportune times. The pro-
duct flow is thus made more orderly and less nearly characterized by
price gyrationse Coordination across the alternative routes and
markets is facilitated by providing price data by specified products,
The "Yellow Sheet", the dominant reporting service at this level,
has been joined by increased USDA activity. The latter is attempting
to cover trading activity in all the important markets,

Formula pricing, based primarily on "Yellow Sheet" cuotations,
is increasingly adding a note of coordination to wholesale meat market
activitiess Not unlike the situation developing in the live cattle
market, there is reason for concern over the desirability of this tyve
of "coordination." As formula pricing increases, fewer transactions
are made via negotiated settlement. Whether the "Yellow Sheet", or
any other reporting mechanism, is then capable of reporting prices
which characterize the underlying forces of supply and demand is open

to questione. Further consideration of this development will be recuired.



CEAPTER TIT
THE CCMMUNICATICN PROCESS
Introduction

Attention has been given the act of communication between individ-
uals or groups for many yearse. Anthropologists have concerned them-
selves with how customs have been transferred from one generation to
anothere. Economists have examined, often in theoretical and abstract
fashion, personal interactions throurn consideration cf trade or
negotiation processes. Few of the disciplines which concern themselves
with the behavior of people could deny their reliance upon the inter-
actions between and among the prersons with whom they are concerned.
Yet, consideration of communication as a distinct area of activity
is relatively new. Communication as a discipline is still in the
embryo stare and has not as yet settled into the comforting and stable
niche many other disciplines enjoy in the total svan of disciplinary
activity.

Given the current stare of development, consideration of the
communication process and the use of its conceptual output require
more thorough explanation than might be the case with more established
areas of activity. The process itself and the basic conceptualizations
which have been developed, and which appear relevant to this analysis,
will be examined to facilitate the development of an appropriate

communication model.

69
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The Purpose of Communication

Aristotle defined the study of rhetoric (communication) as the
search for "all the available means of persuasion."1 This percepntion
was extended in the late eishteenth centurv to a threefold division
of the purposes of communication: to inform, to persuade, and to
entertaine. Some contemvorary scholars criticize such a division,
contending that (1) there is a persuasive dimension to all lansuace,
(2) the purposes are not exclusive, as the division tends to imply,
(3) the division tends to foster the incorrect assurmption that the
"purposes" can be considered as independent, and (4) this avproach
fo defining purpose is message-centered, not behavior-centered.2 This
latter point is important to the individual who seeks to examine the
communicative intent and behavior of people in a social settinge. In
such a context, and taking a behaviorist's view, it would apnear to
be more useful to define purpose in terms of the goal of a sender or
receiver of a message, rather than in terms of various properties of
the message itself. Berlo follows this approach and suggests the
purpose of communication is to influence, to affect with intent.

Colin Cherry adopts a similar perspective when he sugrests that

communication is essentially a social affair. He suggests that

1W. Rhys Roberts, "Rhetorica," The Viorks of Aristotle, ed.
W. D. Ross (Oxford: Oxford University Press, 1940), Vol. XI, p. 6.

2David K. Berlo, The Process of Communication, (New York: Holt,
Rinehart and Winston, 1960), pp. 8=10.
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communication renders social 1life practicable, since communication
means organization. More specifically, Cherry adopts a definition of
communication framed in terms of a discriminatory response by an
organism to a stimulus.1 He promotes a view of communication which
focuses not upon the response itself, but upon the relationship set

up by the transmission of stimuli and the evocation of responses.
Behaviorists would applaud this view since the relationship to which
Cherry refers can only be established in terms of the people involved.
Cherry would apparently agree that the basic purpose of communication
is to effect a response, especially when that response conditions, and
is conditioned by, the social environment.

In some quarters, a division of the purposes of communication
along the previously mentioned lines is being perpetuated. Hovland,
Janis, and Kelley report on research into what they call "persuasive"
communication.2 Such an emphasis on one element of communication is
not unproductive.s It permits concentration of effort and perhaps more
detailed insight eoncerhing the "element" being investigated. The
approach is replete with dangers, however. It overlooks the very real
possibility that any division of purpose cannot result in exclusive
and independent categorizationse. Too, the concept of communication as
a process is being denied since not only is the process being stopped,
which is typically a necessary abstraction, but the "still" picture is

being examined in part onlye.

1Col:’m Cherry, Cn Euman Communication, (The Technology Press of
Massachusetts Institute of Technology, 1957), De 6o

2Carl I. Hovland, Irving L. Janis, and Harold H. Kelley, Cormuni-
cation and Persuasion. (New Haven, Connecticut: Yale University Press,

1953)e
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For purposes of this analysis, the broadly conceived purpose of
communication is the stimulation of a response via some transmitted
cue in the form of a message. Such a broad conception is not very
operative, lacking an adecuate basis for developing understanding of
the communication process.s It establishes the correct orientation as
to direction or emphasis, but not with rezard to specificity. The

purpose of communication acts demands more attention,

Dimensions of Purpose1

Given that the purpose of communication is to affect, cuestions
remain as to whom will be affected and how they will be affected. This
is the area Crerry was referrine to when he spoke of a discriminatory
resnonse to a stimulus.

Berlo surrests that purpose and audience are inseparable. All
communication behavior, upon examination, is seen to have as its basic
purpose the attaining of a specific response from a specific audiences.
This bit of refinement becomes important in two ways: (1) the communi-
cator may elicit unintended responses if his message is received by
other than his intended audience, and (2) criticism of communication
as failing to achieve its purpose, based on the critic's response, is

unwarranted if the critic is not a member of the intended audience.

1The dimensions referred to are sugeested by Berlo, op.cit., pp.
14220,

2The individual can, however, observe the behavior of others for
whom the messare was intended and on this basis, evaluate the relative
success of the communicator. His role as an observer should be made
clear and an exovedient approach is to adopt a meta-lancuare for des-
criptive and evaluative purposes.



Thus, the communicator must have his intended audience clearly in

mind and address his remarks to this subset, using any amendable and
feasible saferuards to insure his messare is not "received" by persons
for whom it was not intended. Further, if the rurpose of the communi-
cator and the nurpose of his audience--even his intended audience--
are incomoatible, communication will break down. The "who!" of ourpose
becomes crucially imoortante.

After an audience has been selectivelyv chnsen, the question
remains as to how the source (or the receiver) intends to affect
behavior--what kind of effect is desired?1 Festinger refers to con-
cummatory and instrumental purposes, the two being viewed as polar
extremes on a continuum.2 Position along the continuum is determined
by the extent to which the purvose of a message is accomplished
entirely at the moment of consumption or whether the consumption of
the message is only instrumental in producing further behaviore. Schramm
views this distinction and speaks of "immediate" as opposed to "delayed"

3

rewards. A person may produce a message in a consumatory manner
(as an artist painting a portrait) or in an instrumental manner (by

placing the portrait on sale and waitine for a buyer).

1For present purposes, "source" may be defined simply as the
originator of a message (a stimulus, a cue) and "receiver" as the
recipient of a message. Acting on the basis of the received message,
the receiver may instigate an effect on himself or others.s If the
latter, he is then acting as a source in a "new" communication cycle.

2Leon Festinger, "Informal Social Communication," Psvchological
Review, Vole LVII (September, 1950), pp. 271=92.

3Wilbur Schramm, "The Nature of News," Journalism Quarterly,
Vol. XXVI (Seotember, 1949), ppe 259-69.
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The receiver may be the discriminating party to the process,
and employ various messages differently. He may read and consume for
purposes of relaxation or immediate enjoyment. Cn the other hand, he
may read and build a store of knowledge for future purposes, perhaps
as inputs to future decision processes.

Two basic dimensions of the purpose of communication acts have
been suggested, involving the audience from which a response is
desired and the nature of the intended effect. This simple refinement
is important, and many of the potential blocks to effective communi-
cation will be seen to emerge when these two dimensions of purpose and

the guidelines thev offer are ignored.
Models of Communication

Communication models are basically attempts to tyvify the process
of communication. They vary according to the disciplinary area in
which they have birth and may appear different in form, but the intent
is the same. Because they are models and as such, are restricted to
a single point along the continuum of time, they are inherently
deficient as typifications of the process of communicatione. The
deficiencies arise in attempts to effectively handle the concebt of

process, a basic characterizing value of communication efforts.

The Concept of Process
The nature of a process is difficult to grasp. Much of the diffi-
culty in understanding and evaluating the communicative act arises

from the difficulty in even perceiving of that act as a process. Recall

Cherry's emphasis on the relationship set up by the transmission of
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stimuli and the evocation of responses rather than the response itself.
That relationship is an intangible, accruing as a result of the
reactions and interactions of the persons involved and is part of the
nebulous process which permeates the entire realm of activity. In
another vein, Cherry suggests that every communication changes a
person's propensity and ability to produce and/or react; that the indi-
vidual is continually becoming a different person, since his every
experience is part of a continuing process.1 Again, the concept of
process is fundamental, but difficult to grasp.

Ball suggests that before the concept of process, men typically
thought of the world as a place where things happen more or less
independently of each other. With the concept of process, however,
one is able to think about the implications of interrelated events.

It is supposedly this concept of process that prevents the development
of easy formulae for communication but at the same time, permits at
least the promise of an approach that is realistic and based firmly
on current knowledge in a range of scientific fields. Ball adds:

Communication itself is a process, a complex of events

operating in several dimensions of space and time, and

always involving the attitudes, the knowledee, the

communication skills of more than one person and the

social and cultural context in which he is located.

Berlo champions the view of communication as a process. KHe

suggests that accepting the concept of process involves viewing the

1Cherry, oDeCite, pe 15

2John Ball, "Process: The Conceptual Basis for Communication
Study," Research, Principles, and Practices in Visual Communication,
ed. John Ball and Francis C. Byrnes (East Lansing: ifichigan State
University, 1960), ppe 1-3.
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events and relationshins in the communication act as dynamic, on-going,
ever-changing, continuouse. Labeling something a process means that it
does not liave a beginning, an end, a fixed set of events. It is not
static, at rest, but is moving. The components of the process of
activity interact and each affects the others to varying degrees.

There are two problems, arising in the form of abstraction from
reality, when one tries to speak or write about a process such as
communication.1 First, the dynamic aspect of the process must be
arresteds Such a "still" lock can be informative, but one must bear
in mind that it is not a complete picture. The fluidity of motion and
the dynamics are missing, as are any interrelationships which exhibit
a time dimension. The comparative statics approach becomes relevant
and is perhaps the best alternative. However, the breach in under-
standing of what hapvens tetween any two chosen time intervals is very
real and not to be ignored.

The second problem arises from the need to use language in des-
cribing a process. Language itself is a process and changes over time;
the stability which would be required to facilitate lasting descrintive
relevance is largely missing. At the same time, one notes that writing,
even spoken lanpuage over a short period of time, is relatively static.
In using laneuage to describe a process, certain words and structure
must be chosen. The ability of the language to adequately portray the
meaning of any non-static event is thus necessarily circumscribed.

Treating communication as a process does not provide an avproach

which is free of problems. Yet, if behavioral systems of action are

1Berlo, opescite, pPe 25
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indeed the correct tareet of investiration, there seems to be no
realistic alternative. To move in the other direction into the con-
fines of stability and certainty leads to a static perception and
approach and accordingly, largely out of the realm of activity which
involves the variable of human behavior. Emphasis on the variable and
adaptive communicative behavior of individuals and/or eroups seems
essential. Roy Murphy devotes an entire volume to an investigation

of adaptive processes of individuals and social groups.1 Adaptation
means learning, and learnine reauires the ability and inclination to
communicates This would seem to be the crux of what "communication
theory" is all about. The end result is a perception of communication
as a flow of events interrelated to such an extent that one act in a
series derives part of its significance from all other acts, and can

be fully understood conly in light of the total pattern, if at all.

The Shannon-Weaver Model

Among all efforts to formulate a model of the communication
process, tnose of Warren Weaver and Claude Shannon have exercised per-
haps the most pervasive influence.2 Shannon and Weaver attempted to
reduce the process to mathematical formulae and discussed the types
of problems which could be handled with the developed model. DBecause
the scope of their efforts was restricted largely to such a formulation
and concurrent discussion, the model is deficient in many respects.

However, unlike many of the subsequent efforts, the authors examined

1Roy E. Murphy, Jre, Adaptive Processes in Economic_Systems
(New York: Academic Press, 1905).

2Claude E. Shannon and Warren Weaver, The Mathematical Theory
of Communication (Urbana, Illinois: The University of Illinois Press,

1949).
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the complete process.s From this perspective has come a wealth of
refinement and elaboration.

In shematic form, the Shannon-Weaver model is as shown in Figure
III-1. The formulation is in terms of, or constructed for, mechanical

Figure JII-1.=-=The Shannon-wWeaver model

Information
source Transmitter neceiver Destination
;1 Signa
Messare Message

Noise
source

. communication systems. However, the model was intended to apply to all
types of communication and, with a slight modification of perception,
this generality can be achievede. The modification needed will become
apparent upon discussion of the various elements and their roles.

The information source produces a message or messages, from a set

of possible messages, to be conveyed to the receiver. The transmitter
operates on the message in such a way as to produce a signal which is
suitable for transmission over the channel involveds This is the pro-
cess often referred to as "codinge" In human communication, especially
the spoken word, the information source and the transmitter are one

and the same. The channel is simply the medium used to transmit the
signal to the receiver. It may be wires, radio frequencies, sound
waves, etc. During the transmission process, the signal may be acted

upon by a disturbing element or "noise" which converts it to the
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received signal. The received signal may or may not be identical to
the signal, depending upon the relative impact of the noise involved.
The receiver, by performing the inverse function of that completed by
the transmitter, reconstructs a message from the signal. The desti-
nation is the person or entity for whom the messare is intended. Again,
in human communication processes, the receiver and the destination often
merge to a common entitve

Shannon's work was supposedly restricted to the technical problem
of a communication system, dealing with the accuracy of transfer of
the symbols involved.1 Two basic aspects of the theory, which have
attracted much attention, deal with the informational content of a
message and the cavacity of the channel involved.

Information, as the term is empnloyed by Shannon, should not be
confused with meaning. As used in the theory, information relates
to what could be said, not what is saide It is, basicallyv, a measure
of the freedom of choice available to the source when selecting a
message. As the symbonls for a messare are chosen, they are seen as
being governed by probabilities which are the outout of an ergodic
Markoff process.2 The measure is expressed in terms of loes to the

base 2, incorporatine the probabilities as characterizing values.

1The theoretical formulation was primarily due to Shannon. Weaver's
exposition, in the latter part of the book, entitled "Recent Contribu-
tions to the Mathematical Theory of Communication" was essentirlly a
verbal explanation of Shannon'!s more mathematical formulationss

2’I‘he cuestion of whether the Enrlish language (or any lancuare)
meets such reauirements has led to differing opinions as to whether this
measurement process can be legitimately applied to messages involving
wordse If and when the measure is used, this uncertainty should be kept
in minde Apparently, no conclusive position has been reached in the
professione
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Weaver, and others, have surrested this measure is analogous to
the entropny concent arising from thermodynamicse The entropyv concept
involves the notion that phvsical systems inherently tend to become

less organized, to move toward a state of comolete randomness. Rela-

acturl entronv
maximum possible entrovny

tive entrooy is seen as the ratio of « Cne
minus the relative entropy is called redundancy, the proportion of
the structure of the messare which is determined bv statistical rules
governins the use of the svmbols in question (instead of freedom of
choice by the source).

Channel capacity was another important consideration to Shannon.
He emphasized the imnortance of prover coding in relation to canacity,
and formulated theorems for both noiseless and noisy channels. The

crux of these theorems can be indicated by the followineg illustration:.

Let: C = capacity of the channel in terms of units per
period of time.

H = rate at which the channel accents sicnals from
the source (or source-transmitter) in units per
veriod of time.
If CZH, there is at least one codine system, even
for a noisy channel, such that H = C = 8§ where 8§
is an arbitrarily smell number.
Accordine to the theorem, the imnact of noise (undesirable uncertaintv)
can be offset by more meticulous coding processes.

Weaver surrsested there were two basic problems in communication
in addition to the technical problem with which Shannon was primarily
concerned. They are (1) a semantic problem, dealing with how precisely
the transmitted symbols convey the desired meaninz, and (2) an effect-

iveness problem, dealing with how effective the received meaning is in

affecting the desired response. Weaver sugeests, and rightfully so,
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thgt solution of the technical problem is a necessary condition for
solution of these other two problems. HKe goes on to sugrest the
following refinements which would ecuip the model to deal with the
second and third problemsg
1. Place a "semantic receiver" between the receiver and the
destination to match the statistical semantic character-
istics of the messare to the statistical semantic capa-
cities of the totality of receivers.
2. Place a "semantic noise maker" between the information
source and the receiver (and chanre the noise box to
engineering noise), the root of the undesirable dis-

tortions not intended by the source but which affect the

destinations The receiver would then be faced with a

"semantic decoding" preoblem.

3¢ Consider the capacity of the destination (the audience)
as well as the capacity of the channel. Overloading the
destination may also cause distortion and misconception.

The Shannon-Weaver model is not highly adaptable to behavioral
communication processes. The model is not concerned with psychologi=-
cal or social factors which might cause communication breakdown.
Nevertheless, the formulation incited those working or interested in
the area to delve into theretofore unexplored areas. The "entropy"
measurement of informational content facilitated the develépment of
information theory and the promise of more refined measurement proce-

dures. The theorems on channel capacity have led to work toward channel

1Shannon and Weaver, op.Cite, ppe 115-164



82

improvement and better adaptation to the needs of the source. Redun-
dancy has been recognized as an often effective means of combating

noises. The decoding process required at the receiver level has increased
recognition of the need to keep the receiver (or receiver-transmitter)

in mind when formulating messages. The model and related theoretical
tenets have proven to be fertile ground for formulation of new
conceptualizations and improvement of old ones.

Weaver began an array of attempts to elaborate upon Shannon's
work and/or extend its applicability. Rothstein examined the Shannon
formulation with an eye toward establishing the relation between
measurement theory and communication.1 Several efforts were made to
specify what happens to the individual receiver (or destination) when
a message is receivede.

Odgen and Richards were interested in the relationships which
hold between symbols (or messages), thought, and the referents for
symbols.2 Their model symbolized a causal relationship as extending
from the symbol to the thought of the person receiving the symbol.
Other causal relationships were seen to extend from the thought to the
referents Apparently, the reaction to the message or symbol arises
from the thought process which establishes a causal relationship to

some referent. The relationship between the referent and the symbol,

1Jerome Rothstein, Communication, Organization, and Science
(Indian Hills, Colorado: The Falcon's Wing Press, 1958)e

2C. K. Cdgen and I.A. Richards, The Meaning of Meaning (New York:
Karcourt, Brace and Company, Ince, 1950)e
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according to the authors, is an imputed one. They did not elaborate
upon the concept of "thought," a damasing omission. Hoéwever, direct=-
ions for effective communication are surgested by their conclusion
that thought processes depend upon the receiver's personal traits,
his social environﬁent, etc. and by their emphasis on the imputed
relation between the referent and the symbole.

Osgood, having an interest in the effect of a message on the
individual, developed a model based on learning theory.1 According
to his formulation, the message may be subjected to decoding, inter-
pretine, and encoding processes by the individuale The stimulus
(symbol, messare) is received by the individual at the sensory and
motor skill level. A response may occur directly or go throush one or
more somewhat more comolicated processes. After recention, the stimu-
lus may be acted upon by a set of intervenine variables and thus, in
some wWays is uniocue to the individual. More often, however, the sti=-
mulus is fed to the more complex seat of the central nervous system
where meanings are assigned and ideas considered. This is the inter-
pretation process and may be visualized as constituting the end of the
decoding process which began with receotion of the stimulus, and the
beginning of an encoding process when the response involves the creation
of 2 message, an overt response.

Minnick developed a model along the Osgood line of approach with

. A 2 .
more emphasis on the perceptual processes of the individual.  However,

1As oresented in Wilbur Schramm, The Process and_ Effects of Mass
Communiration (Urbana: University of Illinois Press, 1954), ppe 11-12,

2Wayne C. Minnick, The Arts of Persu2sinn (Roston: Eourhton-
Mifflin Coe, 1957), pe 3%
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his model made no attempt to show schematically how the stimuli to
which the individual is exposed affects his final percention.

Each of the three models, the Odgen-Richards, the Osgood and the
Minnick have a characteristic in common--none deal with the complete
commurication process as does the Shannon-Weaver model with its source,
message, channel, and receiver. The usefulness of the three models
rests in the fact that each model was constructed to describe a spe=-
cific aspect of the total communication processe.

Johnson develrved a model which attempted to show the complete
process in communication between two persons.1 He emphasized that
communication is not one way, but is actually a constantly changing
process in which the source can become the receiver and vice-versa.

In focusing on physical attribﬁtes, Johnson abstracted from attitudes,
the social situation, message orgsanization, speaker skills, etc. as
they condition the effectiveness of communication acts. His mecdel is
vieakened by the absence of any attemnt to specify the imvact of phv-
siological factors at the source or receiver level on the encoding or
decoding processese

A model develoved ty Brvant and Wallace also viewed communication
as a process and incorporated an interesting emphasis.2 They pointed
out that in a speaker-listener relationship, a process is at work with-

in both speaker and listener as well as between the two parties. The

1Wendell Johnson, "The Fateful Process of Mre A Talking to Mre B,"
Eow Successful FExecutives Eandle People (Cambridge, Massachusetts:
Harvard Business Review, 1953), pe 50.

2Donald Bryant and Karl Wallace, Fundamentals of Public Speaking
(New York: Appleton-Century-Crofts, Ince, 1960), pe 15
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reversible nature of communication is emphasized by a suggestion that
the listener'!s response serves as a stimulus to the speaker. What is
often called "feedback" seems to have emerged in this conceptualiza-
tion. |

The Johnson model and the Bryant-Wallace model both treat com-
munication as a two-way process. Neither attempts to describe the
nature of the message, however, and neither attempts to move beyond
the face-to-face, two-person situation in generality. The stare was
being set, by these efforts (and others), for a formulation which

adopted the concept of a total process as aporopriate to communication.

The S-M=-C-R Model

This model, developed by Berlo, considers all basic parts of the
total process of communication, the elements which all communication
situations have in common.1 His frame of reference was primarily
person to person, and carried a decided psychological overtone, Because

Fige ITI=2+==The S=M-C-R model

S Encode M C Decode R

[Source J [ Message J / Channel ] / ReceiverJ

1Berlo, opecite., especially Chapter 2, This model is perceptively
discussed in Erwin P. Bettinghaus, "The S-M-C-R Model of Communication,"
nesearch, Principles, and Practices in Visual Communication, Michigan
State University, 1960, ppe. 29-32.




the complete process is considered, extension to other communication
situations is not overly difficult. The psychological emphasis is
useful in examining the role, possible pitfalls, etc. of individuals
acting as source or receiver. As suggested when the Shannon-Weaver
model was discussed, the information source and the transmitter are
combined and jointly referred to as "source." A similar statement
would be in order for the receiver and destination of the Shannon=-
Weaver model.s This is typical of personal communication; the indivi-
dual acts as the information scurce and transmits symbols via his motor
skillss The receiver, in the Berlo model, is the destination and the
signals are received via sensory processes.

By examining the roles of these basic componénts of the communi-
cation process, many of the requisites to effective communication
and/or imoediments to such effectiveness could be delineated. The
model has possible deficiencies, however, and an attempt to reveal
and discuss these deficiencies has priority.

Eerlo does not specify the types of sources which can produce
messagess His formulation obviously focuses upon the individual person
as the source. However, groups of persons, institutions, and even a
governmental body may operate as sources, and the communicative output
of such entities is often viewed as coming from a single source by the
receiver(s)s This shortcoming of the model, if it is a shortcoming,
is not seriously damaring. The type of channel employed as a medium
of transfer may vary as the form of the source varies, as may the
processes and/or reactions at the receiver level. Such a reorientation

of perception is easily achieveds. From what could be called a
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deficiency comes the general but quite imoortant conclusion that the
abilities, characteristics, and/or capacities of the various components
need to be as nearly matched as possible for effective communication.

Perhaps more damaging is the tendency of the S-M-C-R model to
permit the imolication of linearity of process. The casual examination
would sucgest that the messare is formulated at the source level,
encoded to symbols according to the needs of the channel to be employed,
and conveved to the receiver where the messace is decoded and absorbed.
The tendency to view this as not only a linear process, but one which
is performed in discrete stages of activity, is invitine. Such imposed
simplicity is deceiving, however. This view destrovs many pertinent
facets of the process concept which emnhasizes the contiruous and
dynamic nature of the communication act. Commensurate with the sugrestion
of linearity is the added implication that the process is one-way.
Communication is seldom if ever a one-way street; the response is often
in the form of a message conveyved back to the original source (as the
role of source and receiver are effectively switched).

Effective communication, in the absence of purvose, is inherently
difficult to achieve. Berlo!'s model does not bring this point to
focus. Unlike mechanical systems of communication, the subjective thcurht
capabilities of the human mind must be considered. The individuals
who play the role of source and receiver tend to act only when they
have a purvose in doing so.

To this point, the S-M=-C-R model has been examined in search of
deficiencies. Little notice has been made of the many contributions
it has to offer. Berln's expnsition and the brief arpraisal by

Bettinghaus indicate these contributive aspects. The purpose here is
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to build toward a model free of anv apparent deficiencies, the model
to be used to vortrayv the reouisites of effective communication in a
more encomnassing environment. When such a model is completed, the

S-M=C~P model and the insieht it oprovides will he hasic compnnents,

The Interpreter lindel

Berlo developed a second model in an attemnrt to link the learn-
ing process with the process of communicaticn in human behaviore
Ex post, it appears ke offset many of tne possible deficiencies in the
5-M-C-R mndel., This model, as presented in Figure ITII-3 in most
simple form, will be seen to facilitate understanding of the basic
aspects of human communication. The notential for learnine begins

Fige TTT=3.==-The Tnterpreter model--simple form

THTRIPRRTID

] P a ]
P .
|
ﬁgcodér Encoder
Stimulus Resnonse

I

uvon receipt of a stimuluse. Before learnine can take place, the sti=-

Consequence

mulus has to be decoded and interpreted by the individual. Decoding
will typically involve associating an incoming stimulus with ideas and
associations possessed by the individual and in light of patterns of
stimulation received in the past.

Interpretation is closely linked to the decoding process. The

decoding mechanism passes along information to the interoretative

1 . . .

Berln, ocve.cit., especially ope. 73-105. For an evaluation, see
Erwin P. Rettineghaus, "The Interpreter Model," Research, Princirles,
and Practices in Visual Communication, Michigan State University,

1960, ppe 33-37.
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mechanisme. The interpreter, in turn, helps determine what is per-
ceived and how it is received.

Some resvonse must be encoded after interpretation has taken
place. This is a complex process; many attempts may be reauired
before a "suitable" response is developed. The response may be overt,
covert, or both,

The consecuence of the varticular response or responses which
eventually emerre is pivotal in importance to the learning process. If
the consecuence is rewarding, then a similar stimulus could be expected
to incite a similar response at some later date. Not only must the
conseouence be rewarding, however; it must be rewarding in relation to
the effort required in producing the particular response. Berlo
suggests human beings follow the dictates of a principle of least
effort, meaning individuals will respond to any situation with the mini-
mum effort reaquired for some expected rewarde.

When expressed in more complete terms, as shown in Figure III-4,
the model is only slightly more complexe

Fige III-4¢=-=The Interpreter model--extended form

TNTERPRTTER

I A ® |
’ 1 Attention ' '
: ! Meaning [ |
\ : Understanding : :
¥ ¢ Acceptance " e
Decoder ,4-g-3-8-%-8~ Encoder
Stimulus Response
Message Commitment
Action
Source Conseaouence
En?In?Dqu—ﬁf Feedback

Discussion to this point has been largely receiver-oriented.

This unnecessary restriction is removed and the total process made
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complete by introduction of the source in Figure III-4. The mere
placement suggests the source may affect the stimuli he transmits by
observing receivers! reactions to previous stimuli. Since the source
may be a receiver, he too is attributed the elements of Decoder (De),
Interpreter (In) and Encoder (En).

The added words, attention, meaning, understanding, acceptance,
commitment, and action may be viewed as possible responses of the
receiver to any message. The first four, attention through acceptance,
involve internal responses which are essential to communication.
Before communication can occur, the stimulus emitted by the source in
the form of a message must gain the attention of the receiver. Some
meaning must be given the message, and for this to occur, understanding
is essential. In many instances, the desired response goes beyond
this and acceptance on the part of the receiver is important.

Commitment and/or action are two, often extermally visible,
responses which the source may desire. Commitment typically involves
avowed support or agreement with some contention; action may involve
an extended response in that the receiver may act in support of the
contention, etce

The introduction of feedback injects the possibility of inter=-
action, a communication characteristic which was not stressed in the
S-M-C-R model. Direct feedback may occur when the source is able to
observe the responses of a receiver and the consequences of those
responses. A face-to-face situation would be a typical example.
Indirect feedback occurs when the source does not have direct contact

with the receiver, but observes the results of his actions, etc.
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The extended model shows a causal relationship between the con-
sequence and the stimuluse This model focuses upon the interpreter
(the individual receiver) and this causal relationship embodies the
suggestion that the receiver may, by recalling the consequences of
previous responses, alter his interpretation of, and reaction to,
the same stimulus at a later date.

The remeaining addition to the model is the jasred line between
the symbolic representations of the decoding and encoding processes,
the line being used tn represent habit. This is a "bypass" of the
interpretation process whereby a stimulus can be received and a
response encoded immediately without cognitive vprocess. A strong habit
can present a serious obstacle to effective communication. If such
is the case, a way must be found to evoke interpretation. Either a
decrease in effort or an increase in reward, or both, mi~ht suffice
to "break the habit."

Viewed overall, the interpreter model in its extended form sur-
gests that communication sources will always be interested in (1) achiev-
ing a given resvonse but with a different stimulus or stimuli, or
(2) achieving new or different resvonses from old stimuli. Achieving
either of these objectives means not only that communication has been
achieved, but that learning has taken place.

The Interpreter Model continues the march toward a model which is
capable of correctly depicting the communication act as a process,

The implication of linearity which was possible in the S-M-C-R model
is largely alleviated. The possibility of learning is stressed. Like
the S=M-C-R, this model moves te;cnd the restrictive bounds which

prevail when only one element of the total process is considered.
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Introduction of the feedback phase promntes a persvective of the
communication process as one characterized by interaction and thus the
possibility of adjustment, adaptation, and change. The emphasis on

a two-person situation remains however, and insofar as this ccnsti-
tutes a barrier to the model as a tool of understanding and analvsis,

is yet to be corrected,.

The ¥Westley and Maclean Model

According to Vestley and MacLean, they were "trving to develop
a single communications model which may help to order existine find-
inese Tt also may porovide a system of concepts which will evcoke new
and interrelated research directions, compose old theoretical and
disciplinary differences, and in general bring some order out of a
chaotic situation."1 The extent to which they accomplished these
objectives is open to Guestione There seems to be little doubt, how-
ever, that their mndel makes a sismificant contribution to the under-
standine of communication situations beyond the relatively simple
two-person, face-to-face situations.

The Westley-laclean Model begins from a relatively simple base.
Visualize a person B who is faced by numberous objects of orientation

(X1 - Xn) which are selectively perceived by B (note the sketch).2

1Bruce He Westley and Malecolm S. Meclean, Jr., "A Concepturl
Model for Communications Research," Journalism Cuarterly, Vol. XXV

(Winter, 1957).

2Westley and MacLean renort their conceptualization ovrimarily
in terms of individual persons. They point out, however, that the
model is not restricted to individuals in level of generality.
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X

Introduce person A who transmits something about an object Xi to B.
The authors sugrest that when A communicates to B about Xi’ (other
things beins eocual) systematic chances in the system can be predicted.
For example, if B likes A, B will develop a perception of )(.1 more
similar to that of A than before the communication act. The cquestion
arises, then, as to whether such a conception can be extended to mass
communication situationse.

There are basic distinctions between face-to-face and mass
communications situations. First, face-to-face communication involves
more sense modalities.s As a result, immediate feedback is possible,
and this is the second basic difference. Is the possipbility of feed-
back necessarily precluded in mass communication situations?

To B, the world consists of a confusion of X's, and these X!s
may include A's. B must orient toward X's selectively, but the
mature B does not or&ent toward any Xi alone, but simultaneously toward
both A and Xi. B, then, does not orient toward and X.1 alone on the
basie of its intrinsic capacity to provide satisfactions and help solve
problems, but also with respect to the relationship between A and Xi'

A and Xi’ accordinglyv, relate systematically to B. The process may be

schematized as follows:
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The X's are selected and abstracted by communicator A and transmitted
as a message X' to B.

B is capable of receiving and acting upon information transmitted
to him which relates to A's and X's in his own immediate sensory i‘ield.1
This B must do if he has a need for information, attainable from
transmitted messages, as a means of orienting himself to his environ-
ment and/or securing problem solutions and need satisfactionse. But
what of A's and X's relevant to such orientation but lying outside
the immediate reach of B (as information which would be relevant but
of which B is not aware). Westley and MacLean introduce another role
here, the C-role.

According to Westley and MacLean, C is conceived of as fulfilling
a role which acts to (1) select the abstractions of Xi appropriate to
the needs of B, (2) transform them into some symbolic form containing
meanings shared with B, and (3) transmit such symbols by means of some
channel or medium to B.2 The relationship can be schematized as

follows:

1The person-to-person crientation is evident here. This approach
can be easily generalized, however. B can also be viewed as capable
of actine upon any message of which he is aware, even though it may
be out of the person-to-person context and transmitted via mechanical
means (as a written message).

2Westley and MacLean, op.cite
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As noted, the selections by C are necessarily based in part, or should
be so based, on feedback (fbc) from B.

The cuestion can legitimately be raised as to why C would choose
X's which meet the requirements of a B C is motivated to do so, and
this is an important point. The C-role can survive only to the extent
that it is fulfilling needs of entities filling the B-role. As Westley
and MacLean suggest, a B is a selector among the offerings of various
C's, meaning the C's must compete for the attention of the B's. To
survive, the C-role must perform a useful service by (1) bringing to
B information of which he would otherwise not be aware, or (2) evalu-
ating the information of which B is aware and transmitting it in more
useful forme. Conversely, the entities comprising the B-role would be
expected to return to those C's which have historically proven capable
of providine need satisfactions and problem solutionss.

The model is made complete by reintroducing the A-role in the
presence of the C-role as in Figure ITITI-5. The relationships are a bit
more complex, but the basic concepts remaine. Note that A is receiving
feedback from B directly and from C as an interpreter of the needs and
receptiveness of B.

The C-role is typical of many communication situations. For

example, the C-role may be the role of the wire editor on a newspaver.
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Fige TIT=5.=-=-The Westlev-}acLean model

The editor takes the information from the wires (the X's) which has
been encoded and transmitted to the editor by the wire services (the
A's). The editor is charged with selecting those messages which will
fill the needs and desires of his readers (the B's). B has news itenms
available which he would not otherwise receive and in a form tailored
to his cavabilities. The effect of the C-role is to provide B with
a more extended environmente.
The messases handled via such a relationship as schematized above
may be either purvosive or non-vurposive. A purposive messare is
one originated by A to modify how B views an X. Continuing the anzlogy,
a newspaper editorial concerning a bond issue would be purposive if
it arsues either the pro or con of the issue. A non-purvosive messare
is one which is transmitted directly to B or through a C and in atsence
of any attempt by A to influence Bs A report on the results of the
vote on a bond issue, with no editorializing, constitutes an examole.
The distinction between purposive and non-purposive is potenti-
ally troublesome, dany students of communication, includine Zerlo,
consider attempts to influence, to affect a resvonse, as basic to
communication effortss The idea of non-purvosive communication then

seems inconsistent,



Tn avnid confusion, anrther wav of viewing purpnsive versus non-
vurnosive is surresteds Purposive communicative acts mieht be considered
to be thnse which are desiened to attain a resvonse when the communi-
cator has some awareness of the array of votential and likely responses.
When a messace is constructed to evoke a resmonse unlike orevious
resnonses in similar environmental surroundines, and the communicator
is aware of thnse previcus resnnnses, then the communicative act
involvine that messare is purposive. Converselv, the non-purposive
communication act is one which has notential of evoking a response,
but one in which the communicator seeks a response but not necessarilv
any particular resnonse from the possible array. The recinient of the
messase mav resnond and the communicator never know of the resvonse,
especially when the messzre was directed toward some social group
instead of an individual or a few individuals. From this persnective,
it avpears A can communicate with purnnsive intent only when he is
aware of B and his immediate social environment and/or establishes
feedback loops, as fba or fca’ to pain such ewareness,

Another facet of the purvosive versus non-purnosive problem
occurs when some individual, eroup, etc. must evaluate the activity of
the masses. 0ften, the individual contributor to mass activity either
does not realize his actions misht become innut to a messare, or
does not conscinusly intend that thev do so. For examole, consider
a manufacturer who offers a product and wishes to evaluate its
accentability by consumers. The consumer, acting as an individual,
will accept or reject the product at the prevailing prices. Tyvically,
factors such as income restraints, consumotion vatterns, etc. will

be more imvortant to the decision than any intention of informing the
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manufacturer concerning the relative acceotability of his product.
Yet, just such a message will be forthcoming when the manufacturer
interprets the results of numerous such decisionse The situation is,
in a sense, the reverse of the typical mass communication setting.
Recall the wire editor's practice of selecting amon¢ offerinsse. Here,
the masses do the selectine and in so doing, inform the manufacturer.
It should be observed that a slight chanre in persvective makes the
situation more nearly varallel with that of mass communication. View
the manufacturert!s offerine of the product as a message, with consumers?!
decisions amounting to observable reactions and, therefore, larcely
non-purvnsive feedback, and the parallel is obvious. Either approach
is productive and useful for conceptual purposes.

The feedback asvect of the model deserves emphasises It is feed-
back which assures the systematic character of the ABX or ARCX relation-
shipe If the entity filling the A-role is to communicate effectively
with B, information about any changes in B attributable to communica-
tions must be available. C must be concerned with any such effects on
B to permit adjustments and adaotations to the role of agent for B.
Feedback typically originates with B, and may be purposive or non-
purposive.s In the first instance, B initiates a contact with A or C
with the intent of correcting errors in their perception of B. Non=
purposive feedback arises when A and/or C observe the reactions of B
to the message, perhaps through altered behavioral or decision patterns,
when B has no conscious knowledge of providine such information and no
intention of doing so.

Westley and MacLean treat the communication act as a process.

By introducing the C-role, they moved beyond the restrictive bourds of
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a two-person situation and thus achieve needed generality. The model
does not attempt to specify what happens within the individual (or
proup, or mass audience). They were not concerned with the mediating
reactions of either the source or the receiver. The model does not
investigate the nature or properties of the various messages which
might be transmitted. The utility of the model arises from its emphasis
on the feedback processes and in its ability to portray the relation=-
ships between individuals or groups, facilitating the description of

their functions and the analysis of their rolese.

An Eyvothesized Model

Several models of the communication process, the work of diverse
students of communication, have been presented. Many of the models
are perceived as deficient in one or more respects. They all suffer
from what at present is an impregnable barrier, the concept of process.
Each conceptualization, however, has contriouted to depth in under-
standing of the communication process. Each has ccmprised a stone
in what at present is best considered a foundation for the edifice of
insighte.

What will now be attempted is at most a marriage of the models
already considered. The important aspects of the various models will
be synthesized into a model which should be more representative of
the complete process of communication. From the beginning, this
attempt will likely be circumscribed by the inability to achieve the
generality desired. Such is typically the case when a model is develop-
ed with a specific purpose in mind, or for a specific sub-sector of

the total social environment. Under such conditions, the optimal
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achievement would be a model characterized by ease of generalization
or extension to other svheres of activity.

Bettinghaus talks of the level of refinement of models. Descripn-
tive models identify the elements of a particular process or indicate
the areas from which questions may be drawn for future research. An
overational model attemots to describe the process in such a way that
measurement operations and predictions are possible. A functional
model is more than descriptive, attempting to specify certain rela-
tionships between elements of the vrocess so that other and new
relationshions are generated.1 The level this construction will attain
remains to be seen, but is likely to remain largely at the descriptive
level. Refer to Ficure JIT-6 for schematized view of the model and
explanation of the symbolism employved.

Ideally, a schematized model would be self-supporting in the
sense that all relations are logically sound and sufficiently clear
to nesate the need for lengthy verbal explanation. Working counter
to this is the complexity of the communication process--it defies the
"simple" explanation. Hopefully, the developed model is a reasonable
compromise between the admiratle trait of simplicity and the necessary
trait of complexity. Brief discussion of the basic comronents and
rel=ticnships appears to be necessary and worthwhile.

The perceptual field of the communicator (information source) is
the sum total of experience including motivations, emotions, attitudes,

and feelinegse In particular, the perceotual field typifies the sourcels

1 . . . . C

Erwin P, Bettinghaus, "Communication Models," Research, Princi-
ples, and Practices in Visual Communication (East Lansing: IMichiran
State University, 19¢0).
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relationship with the complex of events 2nd surroundines. The process
of communication is berun bv the source verceivine some event and
reacting to it. Perception is selective, however, beine conditioned
by the availability of events and the context in which they are avail-
able, the psycho-vhvsical characteristics of the source, and the
social and experiential aspects of the overating environment. For
those events which are perceived, not all are formulated as messages.
The perception of any event can be viewed as a stimulus which trirgers
an interpretative phase in the cognitive processes of the source.

This interpretative phase, in turn, affects what is perceived and how
it is perceived. Some observations from the perceptual field are
interpreted as worthy of formulation as messages and are so treated;
other observations are not so treated and are stored as information
which may affect the perceptual field and/or the cognitive processes
of the source.

In the role of source, the perceptual field of interest is that
subset considered most important to the role to be played. This may
or may not be the total perceptual fielde If not, then the source's
environment will affect what the relevant subset is tc be. "Environ=-
ment," as used here, encompasses all those elements or aspects of the
source's social setting which either circumscribe his role and/or
affect it in other wayvse. Included, among other things, is the source's
attitude toward himself and his role within his environmental sur-
roundingse

Note a "habit loop" has been incorporated which will permit the
communicator to encode a messare without cognitive or interpretative

processes. Such messages could arise from verbal expressions, facial
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expressions, gestures, etce. which result upon perception of some event
(stimulus) and which are autonomous because of prolonged exposure

to such an event. Messages which require more elaborate encoding, as
a written message, are less likely to bypass all cognitive processese.
Such a "bypass" is approximated, however, when the message which is
encoded is consistently constructed in the same or similar manner even
if contextual change has occurred.

The connection between the communicator, his encoding processes,
and the needs and environment of the receiver give the communicator the
opportunity to adjust his formulating and encoding activities over
time. (This is not feedbacke)

Encoding, the process of formulating the message in symbols
suitable for transmission over the channel(s), may differ depending
upon whether the message is extended to the receiver directly or
through an intermediary (the C-role). The channel to be used may vary
as may the decoding and interpretative abilities of the agent and the
receiver, Either instance calls for a variation in encoding proce-
dure.

Whatever the channel employed, it may be subjected to the type
of noise here called "technical" noise. Examples of technical noise
are poor enunciation in a face-to-face situation, static interference
in a radio signal, spurious symbols or incorrect placement of symbols
in telegraphy, etc. The end result is the potential of difference
between the signal fed into the channel and the signal which emerges
at the receiver level,

When the received messare is decoded, the symbolism converted to

a more meaningful state, the possibility of a "habit loop" again occurs.
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This opens the possibility of a response which is not based upon
cognitive or interpretative processes. The message, as a stimulus,
may be one which has been encountered many times previously. If a
previous resvonse has been reinforced, a repeated or habitual response
is, in fact, the "prover" response so long as no new cornitive processes
and new interoretative activities are instisated. Learning, in the
sense of a change in a stable relationshiv between a stimulus and the
resultant resnonse, must occur for such a habit to be ‘oroken.1

The destination accents the decoded messace as a stimulus and if
the habit loop is not activated, treats it to interoretative processes.
(In person-to-verson communication, the received signal is viewed as
the stimulus and the decoding and interpretative pvhases, if the
response is not habitual, are activated jointly.) The cognitive

"

processes of the receiver” are basically a relatine of the stimulus
to the perceotual field which includes the arrav of vpossiltle responses
and the relationships between such responses and the observatioens,

events, conseauences, etc. considered relevant to an interpretation of

the stimulus. The cognitive vrocesses are conditioned by needs and

1Learning mav also occur when an individual emnlovs one or more
previously used responses to a new stimulus. The "old" response, ore-
viously reinforced and habitualized, was learning at an earlier time.
Thus, "the habit looo" bvoasses the coenitive seat of action in time
period t because the coenitive processes associated with the stimulus
occurred in period t-x, x»o0.

2, . . . . . .
"eceiver" is used instead of "destination" to bring the
person-to-person situation within the confines of the discussion,



105

the environment; the environment in turn is associated with the per-
ceptual field.1
To this point, the receiver has been depicted as functionine in
a manner similar to the communicator or source. They are similar
systems end the respective roles mav interchance, given the passace
of time or a slight modification of the prevailine contextual relations.
The covert reactions to a stimulus are often different, however; the
reaction of the snurce is typically the encodines of a messace while
the receiver mav react without havingz any conscious intent of encoding
any messare. (Observable responses or reactions to the consecuences
of a response often emerre as a stimulus-messare to the initial source.)
The consecuences nf a particular resvonse are crucial to the
receiver, serving to initiate cosnitive processes and motivate learn-
ine, or perpetuate habitual action when the consecuence is rewardine.
Basically, the receiver rebels against increased unéertainty and ten-
sion-creating stimuli. To offset such uncertainties, he seeks to
imonse a structure, to give meaning to his environment. This may be
done via habitual response or by restructuring the perceptual field.
The theory of conegruity in communication by Osgood and Tannenbaum2

. e ae . . .3
and Festingert!s theory of cognitive dissonance in human behavior- both

1 . . . .
As with the source, "environment" is used as an encomnassine
term, denoting all the constraints, incentives, etc. arising from the
social habitat of the receiver.

2Char1es E. Oseood and Percy Tannenbaum, "Attitude Chanse and the
Principles of Congruity," The Process and Effects of Mass Communication,
ed. Wilobur Schramm (Urbana: Universitv of Jllinois Press, 1954), po.
251-50,

3Leon Festincer, A Theorv of Copnitive Dissonance (Evanston,
Illinois: Row, Peterson and Co., 1957)e
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deal with this phenomenon. Schramm has surrested the following as a
predictor of attention paid tn a communication (2 stimulus):

Exnected Peward -
Expected Enersy neouired

Fraction of Selecticn =

Fe expanded the idea to include the likelihood of interpretation and
. . 1
learnines after verceotion of a messare as fpollows:

Exnected Reward
Exvected Enersy Recuired

Fraction of Decision =

The numerator in each instance could as well read "expected reduction
in uncertainty." 1In either form, the generalizations emphasize the
importance of conseauences and exnected consecuences in securing the
attention and consideration of the receiver. Such expectations are
based on an accumulated store of knowledre atcut responses to similar
stimuli in the past and the perceived relation of the stimulus to
events the receiver perceives as important in his overatine environment.
The receiver, considered as an operational complex upon the
receipt of a message, has many dimensions. The receiver's cognitive
processes are affected by his needs, since perception and interpreta-
tion are selective, and vice versa. The environment and the cognitive
seat of action are related via a two-way bond of influence. The
environment is an input in the scope of the cognitive process and can
be affected in turn, via conscious reorganization, by the coemnitive
processes. The consequences of a response in time period t affect
cognitive processes addressed to stimuli in time period t 4 X, x>o0.

In fact, the ability to recognize a conseauence and associate it with

1Wilbur Schramm, "How Communication Works," The Process and
Effects of Mass Communication, ede Wilbur Schramm (Urbana: University
of Illinois Press, 1954), pe 19.
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specific responses reouires cognitive activity. Within the receiver
as an individual, the process is complex. The complexity multiplies
when the "receiver" is an audience, a social group, etc. Social
esteem, status, prestige, and other value-related attributes which
arise from affiliation with others, perhaps a reference group, affect
the individual as a receiver. A particular response may be counter to
how an individual, without the group influence, would have acted. The
environment factor in the model is considered to incorporate such
varying facets of the receiver, but will seldom suffice without further
elaborations

The C-role-~the intermediary--probably reauires less explanation
than any other basic part of the model. The introduction of this role
into the system suggests that the receiver will be receiving messages
from this agent as well as the source. The obvious result is an
extension of the receiver'!s environment, an extension and likely
reorganization of his perceptual field, and possibly a modification of
needs (the existence of the C-role may have been a need).

The agent who performs the C-role may receive signals from the
source, perhaps in a form unlike those encoded for the receiver.
Since a channel is employed, the possibility of noise arises, meaning
the signal as interpreted by the arent may differ from the sicgnal
encoded by the source. Those messages transmitted through the agent,
even if they concern the source, are likely to be perceived differ-
ently by the receiver. The source may‘be given the status of an
element of the receiver!s perceptual field, a relational Xi. If this

is so, a message Which was purposive when encoded by the source may
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be perceived as a non-purposive messare, related to the source, when
perceived by the receiver.

The C-role will survive so long as receivers consider it neces-
sarye Relative to dealine directly with the source, this would seem
to require an increase in reward for the receiver(s) and/or a
reduction in effort or ener~v which need be exrended upon receipt of
a message. To the extent the agent fulfilling the C-role recocnizes
this, he is motivated to send out siefnals which fit one or both of
these criteria. This means the siesnal mav be different in impertant
respects from the messare encoded byv the source, the differences being
designed to facilitate the agent!s relation with the receivers. The
C-role, then becomes a "filter" which interprets for the ultimate
receiver and passes on the information which is relevant to the
receivert!s decision processes1 in a form adapted to the receiver!s
capabilitiess Cosnitive processes bv the asent are involved and must
be a function of the needs and environment of receiver and source,
and tothe extent this is known, the array of vossible resnonses by
the receiver and intended effects by the source.

To this voint, the basic elements of the model have been con-
sidered. The exposition has likely been guilty of the two vossibtle
shortcomines nf Berlols S-M-C-R mndel, even thouech this model anvears
more elahorate. The treatment may have implied that the communica-
tion process is linear and carried out in discrete stases, which is
not the case at all. Too, the discussion of the model has not made

adeauate provision for interaction between the comoonents of the model.

1 . . .

A decision process is, of course, a resnonses It may involve
both covert and overt "responses" if the decision is to take some
snecified course of actione.
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The feedback loops permit the essential interaction and help to
destroy the false implication of linear and discrete stares of activ-
itye The basic feedback loop is the "total frs" between the receiver
and the source, This "total" is comnrised of purposive and non=-
purposive feedbacke. Purposive efforts by the receiver involve a
cognitive process and arise tyvically from reported perceptions of the
incoming stimuli or from the consequences of the responses. Non-
purposive feedback is essentially observation by the source of receivers!
resoonses. The conseouences of the resvonse(s) may enter as a lagred
variable, with the conseauences in time period t becoming input to
cognitive processes in time perind t + x, x»0. In time period t + x,
the response may differ from that of time period t, even to the same
stimulus, because of the reaction to the conseouence in period t.

The other feedback processes reauire similar interpretation.

If the agent is to be successful, he must be informed as to how the
receiver is faring. The feedback is from receiver to agent, but the
agent is prone to establish such feedback routes when none are present
or enlarge and improve upon existing onese. Again, the feedback may

be either purposive or non-purposive. The feedback loop between the
receiver and the agent completes a full cycle of information between
the twn. The agent, acting as a source, can move throuch his channel(s)
to provide the receiver with information, answer questions, resolve
uncertainties, etce. which emerge from the fra feedback loope.

There is also a complete cycle between the original source and

the agent, comprised of the fac feedback loop and the information



110

channel from the source to the arent. To be a successful arent, the
party in the C-role must also have awareness of the needs, propen-
sities, abilities, etce. of the original source or party A. When the
efforts of A as a source are not, for various reasons, properly
aligned with the needs of the receiver or party B, the agent may be
able to perceive the difficulty and sugrest remedial action.

Overall, the feedback loops comprise necessary components if
the act of communication is to be viewed a2s a process, as a svstem of
actione It bears reveating that such a process is dynamic and
continuous, is alwavs chancing and adijustings A graphic model cannot
picture these properties, nor can a verbal discussion fully explain
thems Still, this perspective must be fostered, fed, and developed

if understanding is a goale.
RPequisites of Effective Communication

The basic requirements of effective communication can best be
presented by surveying the likely results if certain conditions are
not met.s There are several rather broad positions which may te taken,
positions which are not restricted to possible shortcomings in any
one basic aspect of the process. Among these are the followine:

1. If the feedback loops are missing or functioning noorlyv,
barriers to effective cormunication arise. The tarriers
may be (a) misverception of role by A (the source), B (the
receiver), and C (the arent), (b) lack of recofmition of
the needs of B by A and/or C, (c) lack of alienment
betveen the efforts of A and C and the needs and cavabil-

ities of B, etcs Overall, the interaction required for
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coordination of effort would be missins. Without
orovision for interaction, the "svstem" is unable to
effectively adjust and adaot to chaneineg social forces
and environmental structures.

2o If the C-role is not being performed, there is potential
of less coordination between A and B arising from
(possible) problems in messare transmission and
asimilaritv of internretation.

3e lMarked differences in the perceptual field of A and R
inhibit effective cnmmunication.1 A perceives events,
relationships, etce in his percentual field and encocdes,
in symbolic form, a messare. If there is no technical
noise, the symbolized messarse reaches the receiver
exactly as it left the transmitter of the socurce. B is
faoced with the tosk nf decodins the messave, of attachine

a mearin~ to the symhols in terms of the events ard

relationshins in his cwn perceptnnl field. TIf the set of
relations B estahlishes hetween the smhnls and the
elements of his percepntual field is rot the same as the
set established by A, problems arise in fhe form of lack
of any response, unexvected responses, etc.

L, The purnoses of any combination of A, R, or C may be in-

comnatibles If such occurs, effective communication is

unl%kelv.z

Tme s - . , .
This is similar to the problem of non-ecuivalent vocabularies
for source and receiver as discussed in some texts.

2 . . . . . \ e

Where effective communication is here defined as the abilitv of
the source to effect the, or a, desired response on the part of the
receivers
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5 The habit loops may become entrenched. TIf such occurs

at the snurce level, the same message is encoded rerard-

less of changes in the environment and needs of the

receiver. An entrenched habit loop at the receiver

level prevents B from resnondine selectively or criti-

callv to a messare. Learnine mav be denied, either
becanse of the inability to incite new resronses to

the same messare or to attain the same response from a
different messare. Recardless of the locatinn, a habit
loop threatens the ability of the svstem to adapt to
new needs or surroundingse.

The points ahove are of a seneral nature. Ry dealins at the
level of basic comnonents, more insicht can be rained as to the
reouisites of effective communications Ae2in, the danrers of
forgettine the nrncess is "stonped" are present and should not be

ignored,

The Source

There are several asnects of the source, taken as an entity,
which affect the effectiveness of communicative acts. The more impor-
tant ones will be discussed briefly and basic references cited.

First is the notion of source credibilitve The credence
awarded a messapge by any receiver seems to be a function of (1) the
derree of expertese granted the source, and (2) the perceived "trust-
worthiness" of the source. Limited investiration surrests arge,

educational level, whether the source is seen as filling a position
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of leadership, and similarity of social background as factors affect-
ing the degree to which a source is perceived as an exvert.

4 source can be viewed as an expert, however, and still be unable
to evoke desired responses. The receiver must have a degree of confi-
dence in the source's intent to communicate the most valid assertions,
must consider the source trustworthye Acceptance of the viewpoint
presented by the source and/or some desired course of action on the
part of the receiver become more likely when the source is not per-
ceived as tryine to manipulate receivers to his, the source's,benefit.1
Studies have shown that a differential in response exists between low
and high credibility sources when both present the same messare, This
differential tends to disapoear over time (one study suggests four
weeks), but can be larrely reinstated by reveating the introduction
or other means used to promote the credibility of the sources when a
"delayed test" is conducted.2 Apvarently the difference in response
is not in the amount learned, but in acceptance and to some extent,

3

retention over time.

1An exceotion cccurs when the messare is (or could be) fully
accepted on its own merits; in such a situation, a highly credible course
can have little added effect on acceptance.

2C. I. Hovland, A. A. Lumsdaine, and F. O. Sheffield, Experiments
on Mass Communication (Princeton, New Jersey: Princeton University
Press, 1949),

C. I. Hovland and W. Weiss, "The Influence of Source Credibility
on Communication Effectiveness," Public Opinion Quarterlv, Vol. XV
(Winter, 1951), pp. 635-50.

H. C., Kelman and C., I. Hovland, "Reinstatement of the Communi-
cator in Delayed Measurement of Opinion Change," Journal of Abnormal
and Social Psychology, Vole XLVIIT (July, 1953), poe 327=35.

3W. A. Weiss, "A 'Sleeper? Effect in Opinion Change," Journal of
Abnormal and Social Psvchology, Vole XLVIIT (April, 1953), po. 173-80.
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A second facet of the source which can affect his ability to
communicate are his, the source's, communication skills. Berlo speaks
of encoding skills (writing and spesking), decoding skills (reading
and listening) and a skill crucial to both encoding and decoding,
thought or reasoninfr.1 He goes on to surrest these skills not only
affect the source's proficiency at the mechanical aspects of communi=-
cating, but also the ideas which are available and the ability to
manipulate those ideas, place them in perspective, and employ them.

Although Berlo semarates it, knowledce level would seem to
belong within the confines of communication skills. The knowledge
referred to here is knowledre of the communication process itself.

As Berlo puts it, "knowledre of communication affects communication
behavior."2

Having extended the concept of communication skills, there
would be a number of areas worthy of discussion. Here, treatment will
be restricted to two basic areas, those of redundancy and empathy.

Redundancy is basically repetition or reiteration to promcte
correct perception of the message by the receivers This is a message
characteristic, often related to channel capacity and involving
attemots to statistically match the messare and the nature and capa-

city of the channel.3 However, the concept has meaning outside the

1Berlo, ODeCite., DpPe 41-42. Recall Rerlo's "Interpreter Model"
when the source was perceived as accepting a stimulus from his ver-
ceptual field and subjectines it to encodine, decodine, and interpre-
tative processes before a message was produced,

2Ihid;, De LJ*C).

3For examole, see Fazlollah M. Reza, An Introduction to Tnfor-
mation Thenrv, (New York: McGraw-Hill Book Co., Ince, 19%1), p. 108ff,
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more technical or mechanical framework. Where the source is concerned,
the basic reouirement is that he be able to recoenize the potential

of redundency and employ it where the probability of correct perception
by the receiver will be bolstered. The procedure involved and the
votentiality of the concept will be discussed in more detail when the
requirements of an effective receiver are treated.

Berlo defines empathy as "the process through which we arrive
atiexpectations, anticipations of the internal psychological states
of man."1 Arain, insofar as the source is concerned, the issue is
nrt so much understanding how emnathy may be accomplished, but in the
recoenition of need for the activitv embodied by the conceot. Every
source carries an imace of his receiver. Feedback nurtures this
image., Surveys are conducted to establish a more svecific imace of
receivers., A sourcel!s exvectations tend to influence the way he
communicates, extending tn conceptualization of need, encoding activi-
ties, messare content, etce Even thinking of the receiver reauires
the development of exvectationse

There is no concensus as to how empathetic ability can be developed,
primarily because there is no concensus as to its basic nature. There
are two popular theories about the basis for empathy, both presenting
physical behaviors produced by man--messages--as the basic data of
expectationses The two theories also arree that predictions concerning
the internal psycholorical states of man are based on observable

physical behaviors, that man makes such predictions by using symbols

1Berlo, onecite, De 120,
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to revresent these vhysical behaviors and by manipulating these
svmbolse BReveond this, the two theories differ,

An inference theorv of emvathv is psychologicallyv oriented,
based on the concept of "self." Theoreticallv, man observes his
rhvsical behavior directlv and relates this behavior svmbolically to
his own internal vsycheological states. Bv observine the phvsical
behaviors of others, the individual then makes inferences about the
feelings, thoushts, emotions, etce of others on the basis of the
svmbolic relations established within the "self. "

The role-taking theory of emmathy is based on other tenets.
Here, the concept of "self" is developed through communication. This
development advances throurh stares which berin with imitation, and
proceed to adoption of other neople's roles with a degree of under-
standing, usually with physical adoptione. The third stare involves
symbolical adoption, via mental versus physical processes., Ultimately,
after the individual interacts with, and adopts the role of, many
people, he begins to generalize the role of others. Berlo defines
this "reneralized other" as "an abstract role thét is taken, the
synthesis of what an individusl learns of what is general or common
to the individual roles of 2ll other people in his group."1 Berlo
goes on to argue that man employs both approaches, first adopting
the roles of others and on this basis, develops the concept of "self,"
This process goes on continually and is constantly shaped and adjusted
by rewards when inferences are correct and failures (such as social

castigation, failure to receive promotion, etc.) when the inferences

Mpid., pe 127.
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are wronge. Obviously, such development is not indeperndent of the
individual's social setting and the degrees of rapport with the
persons, groups, etc. of that settinge.

The social-cultural system within which a source operates con-
stitutes a third deﬁerminant of source effectiveness. Cherry spezks
of communication networks within a social setting, suggesting the
"true" communication network (the one actually employed) mey vary
significantly from the "formal" network (the one set up for use).1
Murphy, as noted earlier, employs an entire volume for the formulation
of adaptive processes in economic (social) systems.2

Berlo attempts to relate communication behavior to the working
of a social system.3 He suggests:

1e Social systems are produced through communication. Via
role-taking, interaction, a group of people vecome inter-
dependent, Uniformities of bekavior, interdeperdence of
goals, pressures to conform--all are produced through
communication among members. Overall, the availability
of communication increases the likelihood of social
development.

2. Once a social system has developed, it determines the
communication of its memberse. The social system affects
the persons with whom one will be most likely to com-

municate, the range of receivers for a given individual

1Cherry, opecit., pe 19ff,

2. .
FHurphy, opecit.

3Berlo, ODeCite, pPpe 133-C7.

Sttt —
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acting as a communicator, the freaquency and content
of messages, and promotes uniformity of behavior.1
3+ Knowledege of a social system can help us make accurate

predictions about people, without t;e necessity of

empathizing, without the necessity of interaction,

without knewing anvthine about the people other than

the roles that they have in the system.2

The effective source must learn to recognize and deal with the
imoact of his own social surroundines and those of his receiver.
Understanding of the social setting can become an asset by surresting
the tvpes of responses which might be attainable and the types of
messases which might be appropriate. The social setting can become
a hindrance, however. Alleriance to the norms of his own social
group may prevent the source from understanding the receiver in a some=-
what different settince. The social setting may also damnen the
communication skills of the source. For example, effective emvathic

processes usually require that (1) the source is not communicating with

1Berlo here implies a greater stability of social structure than
would seem to be appropriate. Role-taking, imolicit grouo norms, etce.
certainly affect communication behavior, but given interaction and
effective empathic processes, the svstem can and does chanre over time.

Zﬁgain, Perlo seems a bit too conclusive. Such a conclusion
could be justified only if the social settine were the onlv imoortant
determinant of behaviore. Needs are impoortant and do not alwavs arise
solely from the social settinr. Too, the developed model nermits
sufficient flexibility to permit the individual to act in a wayv desirned
to chanre his social setting,



119

very manv pecnle, (2) the source has had prior exnerience with his
receivers and thus has a tasis for predictions, (3) the source is
sensitive to human behavior, and (4) the source is motivated to inter-
act.1 A1l social settings do not, of course, meet the first and
second criteria or foster the third and fourth.

To this point, the reocuisites of an effective source have been
presented in rather reneral terms. DMore specific points could be made,
all of which would be subsumed under one ci more of the general require-
ments of credibility, possessicn of communication skills, and under-
standins of the imolications of various social settinrs. Some of
the more imnortant and more specific reocuirements of an effective
source, all of which are imnlied by the mndel, are:

1. The source must recornize the needs of his receivers if
he is to attain desirable resovnnses.

?e The source must recornize the capahilities of his
receivers, The decoding orocess will not be the inverse nf
the encoding process, even for a technically noiseless
chanmmel, if the messare is beyond the capabilities
of the receiver,

3. The source must use and nurture feedback from the
receiver and the a2rent when an arent is involved. This
interaction lavs the basis for evaluatine, resmonses, guides

messace adjustments, and modifies the source'!s perceotual

Ihid., pe 134

?This is one source of "semantical™ noise, if this term ma2v be
used. A tvpical case would be the receivine of a written messare in
exactlv the form as encoded by the source but attachine a different
internretation. (The relations between certain words and the verceo-
tual field for the receiver dre not the same relations as heold for

the sources)
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field toward consistency with that of the receiver(s).

L, The source must realize that chansing social and orsani-
zational structures chanses the needs of receivers.
Conseouently, the same observations may call for
different messages, Constant interpretation and re-
evaluation,not habit, should he the standard of
nrocedure.

5« The source must recognize that the social surroundines
affect his own behavior and abilities as a source. This
is inadematelv indicated in the model hv the "environ=-
ment" factore. The source!s attitude toward himself
and the role he vlavs, his verceotion of the attitude
of otkers and the level of esteem or prestire afforded
his position--all these thines have bearinz on his
effectiveness.

The source has been discussed in terms of reaquisites for effect-
ive communicatione. Any generalized discussion suffers from the lack
of an air of realism, from a lack of exveriential content. A derree
of experiential content will be provided when the specific system
under considevation, the livestock marketing system, is conceptualized
as a system of communicatione. More detail will then be provided and
many of the subtleties of an effective source-role, the discussion
of which would largely be vacuous in a generalized framework, will

emerre and take on systematic order.

The Channel
On the one hand, it would seem that effective operations at the

source level could be taken as indicative of aporopriate choice of
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channel, Such is not necessarily the case, however, since insti-
tutional arrancements or changine organizational structures mav either
prohibit the use of what would otherwise be the optimal channel

and/or make new channels available. Guidelines are needed to facili-
tate the choice of channel subject to availability and economic
feasibilitye.

From the statistical theory of communication comes an indication
of the importance of the choice of the correct channel. Inevitably,
since encoding processes are involved, the activities of the source
become a factor in the choice. Cherry says, "The encoding of messages
is a process of organization, converting or transforming messaces
from one sign representation into another, possibly more suited to the
tvpe of communication channel emvloved; and the channel mav imvose
limitations « « « Which determine how this coding should be done."1
Where a choice is available, a channel should be chosen which matches
the encoding capabilities of the source and the characteristics of
the symbols employed. Shannon's theorem on channel capacity suecgests
"proper" encoding can reduce the probability of error, even in the
presencé of technical noise, to an extremely small value. Such
statistical guides to channel choice provide only general direction,
however, when the symbols to be used are the written word. The
statistical properties of the English (or any other) languare are not

well definede.

1Cherry. ovecit., pe 190, See also Stanford Goldman, Information
Theorv (New York: FPrentice-Hall, Inc., 1953), p. 32ff.
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Deutschmann et al. investigated the importance of nnise in the
channel of communication.1 In a designed experiment, they found no
difference in the amount of relevant material learned in noiseless
and noisy channels. However, the channel efficiency scores2 were
significantly higher for the noiseless channel.

Berlo points out the paucity of systematic knowledre about such
questions as (1) which channels have the most impact, (2) which
channels are most adaptable to the purpose of the source, and (3) which
channels are most adaptable to the content of the message. He adds
that some generalizations can be made, however, including (1) two
channels are usually better than one (a receiver will be more likely
to decode a messape accurately if he can hear it and see it at the
same time), and (2) the receiver cannot, other things equal, retain
as much oral information as he can visual,and "hard" content can thus
be transmitted more effectively visually.3

Hartman addressed himself to investigation of the effectiveness
of multiple versus single channel presentations. He concluded that
redundant information presented simultaneously by audio and print
channels (spoken and written word) was more effective in producing
learning than was the same information presented via either charnel
alone. Hartman also found that interference between channels was

possible, which could lead to a reduction in learning relative to

1Paul J. Deutschmann, Lionel C. Rarrow, Jr., and Anita McMillan,
"The Efficiency of Different Models of Communication," Audin Visusl
Commuinication Review, Vole IX (November-December, 1951),

2 . . .
A measure of the learning of relevant materials relative to the
learning of irrelevant materials.

3

Berlo, on.cite, PDe 65-C5e



either channel alone. This occurred when related or unrelated infor-
maticn was simultaneously presented over two or more channels. Hartman
concluded that such interference is likelv to accur when there is a
division of attention among competing channels and the difficulty
(either rarid rate of vresentation or cornitive complexity) of the
information is such that successful alternation of attention is not

. 1 . .
possible. Tt should be noted that the exveriments from which these
conclusions were drawn were based on recoenition or discrimination.
Care should te employed in generalizing the conclusions to situations
reauiring recall rather thon recoenition or discrimination.

Hartman also conducted a review of the experimental work on
channel effectivenesses Amone his overall conclusions were the
. 2

followines

Audio is a more effective channel than print when the

“information presented is simnle and easily understond by

the subiects, and for illiterates and semi-illiterates. o« »

rerardless of difficulty of information. Print shews

increasine advantace over audio for literate subjects

rourhly nrooortional to increasine difficultv in comore-

hension of the material . « « The accumulated evidence

is not sufficient to allow zeneralizations from the

results of commarison of the pictorial channel with the

audio and orint channels (when each is used indevendently).

Movine to consideration of multiple presentation combinations Eartman

concludes:

1Frank R, Hartman, "Investirations of Fecosnition Learnine Under
Multiple Channel Presentation and Testing Conditions," Research on
the Communjication Process (University Park: The Pennsylvania State
University, 19005, Revort C, Section 5. Hartman includes a list of

23 basic references,

2 . . . . .
Frank R, Hartman, "A Peview on Learning From Sinrle and Multiple

Channel Communications and a Proposed Model with Generalizations and
Tmplications for Television Communication," Fesearch on the Communiera-
tion Process (University Park: The Pennsylvania State University, 1900),
Report D, Section 5. This review includes a listing of 129 references.




It is apmarent that a simultanenus audio-nrint presentation is
- more effective than either audio or orint alone when the
information simultaneously oresented is redundant.
Hartman is less conclusive on combinatinns involvings pictorial channels
but susrests victorial-verbal presentations show advantare over
single channel presentations,.

The work of a number of sociolocists has indicated that informal
channels often emerce and are ouite effective.1 Among others, the
notion of the two-step flow of communication has arisen, suggesting
the messare is first received by a grouo leader or influential party
and then disseminated to the members of the social group.

Defleur and Larsen concluded that the central function of mass
communication is more one of reinforcement of existine individual and
cultural practices than one of conversion to new behavior. Apparently,
the possibility of reinforcement arises from a selective process by
the mass recipients. Many would-be recipients never become such
because their attention is never gained. Those who pay attention to
a message are often those in sympathy with its content and puroose.

The authors suggested redundancy increased the level of communication

1Herbert F. Lionberger, "The Felation of Informal Social Groups
to the Diffusion of Farm Information in a Northeast Missouri Farm
Community," Rural Sociclorv, Vole XIX (1954), ppe 233-43.
James H. Copp, Maurice L. Sill, and BEmory J. Brown, "The Function
of Information Sources in the Farm Practice Adootion Process," Pural

Sociolozy, Vole XXIIT (1958), ppe 140-57.

2Melvin L. Defleur and Ctto N. Larsen, The Flow of Information
(New York: FEarper and Brose., 1958), pe 25.
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achieved in their experiment, but at an ever-decreasing rate.1 They
also observed a significant relationship between accuracy of recall
and the channel employed. When an individual saw the message, their
level of accuracy was significantly greater than when initial exposure
to the message was via oral contact with someone else.2
The needed guidelines for the choice of channel are, at present,
inadequate. Svanning any other generalizations which could be made
is the need for the source to consider the nature and content of the
message, his own encoding abilities, and the decoding and interpreta-
tive abilities of the intended receivers. Then, the following offer
at least a deegree of guidance:
1+ Two channels are tvpically better than one, especially
when the information is of a redundant nature and pre-
sented simultaneously.
2. Wnen the content of the message is difficult relative
to the abilities of the receivers, the print channel
is typically more effective than the oral channel.
3. The use of a pictorial channel in conjunction with a
verbal channel may be more effective than either alone.
Since the information cannot be redundant, however,
the possibility of channel interference emerges and

should be kept in mind.

1ijd_._, Pe L"L,’o

2Ibid., De 203
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The Receiver

The receiver, in a sense, is the most important aspect of the
entire communication processes Yet, to discuss the recuirements of
effective communication with a receiver orientation is difficult, the
complications again arising from the nature of communication as a
process. The receiver has been a source, and the points made with
regard to an effective soufce could be repeated, but such repetition
would not be highly productive. The more productive approach is
one which views the receiver as cavable of conditioning the entire
process, consclously or unconsciously, via the response to a messare
and/or the reply which is encoded as a message when the receiver
becomes source.

The importance of the receiver evolves from the vosition occupied
in the communication process. Regardless of the effort and time
employed by the source, the reward is nil if the receiver either
ignores the message or makes no response. Conseacuentlv, the receiver
becomes pivotal in importance and the reauirements for effective
communication at the source and channel level are framed largely with
the receiver in mind. Thus, any recuirements which mirht be listed
as relatine to the receiver will be seen to have imolications for the
entire communication process.

It bears repeatine that the source and the receiver are similar
systems. As was true of the source, the communication skills of the
receiver are important. This includes ability to decode, to interoret,
and to understand the communication oprocess itself., The need for such

skills at both levels is obvious, but the relationship between the skill
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levels of the source and the receiver as a2 vital determinant of
effectiveness is less obvinus,

This relationship dictates a dwvadic apnroach to analysise The
dyadic approach, as opposed to the monadic approach, emphasizes
relationshins and de-emphasizes one-party characteristics. The success
of a snurce cannot be predicted nn the basis of his skills alone,
but onlv in terms of those skills as related tn the skills of the
receiver, Tndividual chararteristics are imnnrtant, but orimarilv in
the context of their relationshin to other factors with which thev
nperate conjunctivelv., Similar statements are in order with resrect
to the needs and attitudes of the source and receiver resvectfull:,

The social environment of the receiver is an immortant deter-
minant of the snurcel's ability to effect a resnonse. Feceivers who
place the most value on membership in some grouv seem to be least
influenced by communications which run counter to the norms of the
grOUDe

The attitude of the receiver toward the scurce, toward the
social surroundines, and toward his, the receiver's, position in those
surroundines all affect his activities as a receiver. Attitude toward
the source is particularlyv imrortant; a nerative attitude rerardine the
relationship which the receiver vperceives as prevailine mav rean a
necative 2ttitude toward the messare which is disseminated,

The loneg=delaved discussion of redundancy will now be taken up
in combination with consideration of meaninre Meanins is an intancible

component of the overall process, but an important conceot.

1H. He. Kellev and E. H. Volkart, "The Resistance to Chanve of
Group-Anchored &ttitudes," American Sociological Review, Vol. XVIT
(fupust, 1952), vo. L453-A5,
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Rerlo susrests the conceot of meanine is central to communication,
that it can be arrued that the mainr concern of communication is
. 1 . . s .
me2anine, The basic verception which must be egrasped is that com-
mimication does not econsist of the transmission nf meanine. Wessares,
verhaps in the form of ende, can be and are transmitted but meaninss

are not in the messages; ther are in the messace users. Communication

often breaks down because the source incorrectly assumes that mean-
iness are in words, or whatever svmbolism is used, rather than in the
veonle involved. The difference is subtle but important; it is
basically the difference between transmitting information and trans-
mitting understandine.

Meanines are learned, and again the imoortance of skills,
attitudes, and social surroundines become imoportant. Meanings are
attached to WOTd82 as the individual nrogresses through stares of
development, both phyvsically and mentallve In the simplest sense,
meanings become attached via a stimulus-response tvpe of activitye.

The individual establishes associations between words and hehavioral
activities or resnonses. If the association is "correct," some reward
is often involved and the particular word takes on a meanine in terms
of a place in the perceptual field of the individuale The development
of meanings becomes immensely complex as the individual matures.
Intervening variables, social norms and pressures, developed standards

of control and behavior, etce. all act to condition the meaning attached

1Berlo, opeCits, pe 109,

2The use of words does not restrict the generality of the dis-
cussione. Meanings are attached to anv other symbols which are emvloyved
and will typically be amendable to interpretation in terms of words.






to words, and these meanings are subject to chanre over time with
changes in the individualls operating environment and as he relates
words or combination of words to his perceptual field. The mere
similarity of process suggests what is indeed the c2se, that mean-
ings change as a result of communication and, in turn, act to condi=-
tion communication processes. Berlo summarizes these points as
follows:1
1. Meanines are found in people, not in messagese.
2, Meanings are learned.s Thev are a function of personal
exverience,
3¢ We learn words and acauire meanings for them by per-
ceiving a word as related to other words, or objects,
or percepntions--for which we already have meanings.
4, We learn meanings for oral sound combinations first,
and only much later for written words.
The ‘source is charged with the responsibility of promoting similarity
between the meanings he attaches to words as symbols and the meaning
attached to those symbols by the receiver.

The model surgests awareness of the needs of the receiver,
understanding of the social environment in which the receiver is
operating, and the promotion of interaction via feedback as ways of
facilitating the desired similarity. Empathy has been suegcested as
another means by which the source might align his efforts to the
capabilities, needs, etc. of the receiver and thus promote symmetry

of meaning. In spite of such precautions, however, the receiver may

Berlo, op.cit., p. 188.
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still attach a meaning to words unlike the meaning irtended by the
source. If such occurs, and it is most probable when the perceptual
fields of the two differ, the message received is not the same as the
message sent., Semantic noise has arisen and some procedure is required
to combat the occurrence of such a disturbing element.

Before the role of redundance can be established, the types of
meaning which might prevail reacuire examination.1 Denotative meaning
arises from a sign-object relationship. The word (or symbol) refers
to some physical entity or activity which consistently presents some
recognizable characteristic as to form, substance, or act. Such
meanings are conceptually simple but are difficult to provide in a
communication situation in which the source and receiver are spatially
separateds In such cases, the two parties cannot have access to a
common sign or referent.

Structural meaning is more nearly a relationship between symbols
and other symbols. When words are the symbols, this aspect of meaning
draws on the redundancy of the lancuage to facilitate the establishment
of unicue meanins. Unlike denotative meaning, structural meaning need
not enter the domain of vhvsical reality--formal reality will suffice.
Examples from the English lancuace are the rules svecifving the use of
number, person, and gender in constructing sentences. These and other
rules, the redundant asvect of the lanrsuase, are usually widely known
and practiceds Unique meanings may also be fostered by the way in
which paragraphs or groups of sentences are structured. Renetitious

surmarizing of important points constitute an example of how structure

1, . . . . .
Ferlo, on.cit., discusses "dimensions of meaning," pp. 190-2106.
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and redurniancy mizht, vren skillfully employed, contritute to
attachment of unioue and similar meanings.

Cortevtual meanine is a hybrid apornach, usine structural
characteristics in the sense that attemots are made to rredict denc=-
tative meanines and those for which we have such meaninsse Arain,
the notion of redundancy comes in.

Connotative meaning, the fourth dimension of meanine, is typically
the most troublesome one when commuriecation is the objective, FRasically,
connotative meanine arises from a sisn-ohject-nerson relationshive A
relationship between some nhysical cbiect or activity may be estab-
lished, but on a hirhly suhjective or personalized basis and larrely
uniocue with the individu2l. PRerlo, indeed, feels the differences
between denotative and connntative meanings is one of derree, that
denotative meanines are simplv connotative mesnings on which we 211
aqree.1 The hirhly individual intervretation or attachment of mean-
ing comolicates the problem of opromotine an understanding at the
receiver level consistent with the intentions of the source. Yet,
such meanings must often be used, especiallv when necessity dictates
some restraint on lensth of messare, The problem can be alleviated
to an extent bv understandine of the receiver!s social environment,
since connotative meanings as established by the individual are a
function of his social surroundings~-i.e., the connotative me~nin-
is concerned with sncial realitve Bevond this, the notion of redun-

dancy aegain becomes importante.

1

I~

bi,do, pe 211,
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Cherrv defines redundancy as "additiosl sisns or rules which
guard against misinterpretation."1 As he and other authors rightfully
sucgest, this is an essential and "built in" proverty of modern languages.
Eowever, redundancy can be carried beyond the level inherent in the
languaege when the need presents itself, Cherry speaks of syntactical
and semantical redundancy, the need for which arises from the various
disturbances of the external environment, the uncertainties of accent
of handwriting, and the inadeauacies of languare itself. Syntactical
redundancv impmlies addition to a text; something more is said or
written than is strictly necessary to convey the message, The need
for such additions arises from semantic problems, the inability of the
lanruage to foster the same interpretation or attachment of meaning
even when the same words are used. The simplest additions would be
direct repetition. Generally, however, the repetition is not complete
but involves reiteration of important points in different terminology,
construction, or phrasing.

The discussion of meaning has incorporated many of the other
reocuisites for success in the communication act. This serves to
emphasize the importance of meaning as it is attached by the persons
involved and emohasizes as well the need for understanding and inter-

action between the source and the receiver.

The C-Role
The reouirements of an effective performance of the C-role can

be presented briefly in the context of the discussion of the other

1Cherr,v. ODoCite, Do 324
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roles. Briefness should not be taken as indicative of lack of
importance, however.

Whether the C-role is deemed to be necessary depends upcn the
relationship between source and receiver, the needs of the receiver,
and the receiver'!s capabilities as a recipient and interpreter of
informations The effective C-role serves to extend the receiver's
environment and perceptual field, acts as interpreter for messages
transmitted by the source, and where the need is apparent, provides
additional information to the receiver. Above all, the party ful-
filling the C-role must recognize the place of that role within the
total sphere of activityv. As a service role, it must adjust to even
the small changes in organizational structure or other shift in rela-
tionships which affect the receiver. As the needs of the receiver
change, so too do the activities at the C-role level which will prove
capable of meeting those needs.

Recornition of the needs of the receiver is thus essential,
Tvpically, this will reauire establishing an understanding of the
environmental situation in which the receiver is operating, the way
he is operating, the information base upon which he is operatinge, and
a2 subseauent recognition of deficiencies in the information being
received or incorrect perceotion of what such information provides
in the way of directives for action. As implied, the C-role will
tvpically be active in situations where informetion is being trans-
mitted on a non person-to-person basis.

Bevond recoegnition of needs, the C-role participant must recop=-

nize the capabilities of the receiver. The degsree of interpretation
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and perheps restructurins of messases needed will be directly affected
by the cavacity of the receiver to decode, to interpret, and to
structure. Concurrently, the C-role particinant must understand the
technioue employed by the source, must be aware of the snurce'!s skills
and to the extent vossible, the subtleties of procedure as practiced
by the source. In a situation in which the source disseminates messares
to the C-role participant, the C-role becomes a receiver and is plagued
with all the problems which tend to promote understanding and meaning
at the receiver level which are unlike that intended by the source.
Since the C-role particivant mav then 2ct as source and encode a
message to the third party involved, the receiver when the system as
a whole is viewed, the notential of noise is sreat.

Cverall, the C-role must ve flexible and constantlv aware of
the needs and canabilities of the source-receiver relationship for
which it is an intermediary. Tf this flexibilitv and awareness vre-
vails, the arent has the potential of fulfilling yet another reocuire-
ment--that of a feedback looo to convev information from the receiver
back to the source. In situations where the need for the C-role is
on rather shaky erounds, the C-role particirant mav consciously avoid
acting as a feedback loop. This situation might arise when the
capabilities and verceptual fields of the source and receiver are
sufficiently well matched or where the cognitive ccmplexity of the
messages is not too hirh, both situations susgestine cormunication
can proceed without the interoretive and structurines activities of an

intermediary.
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A Final Comment

The m2in onurvose of this chaoter has been to establish a basis
upon which the communicntive capacity of the beef marketing system
(or 2ny marketing system) mizht be evaluated. Tn addition, and perhaps
more importent, the nresentation should have fostered a perception
which recoemizes the importance of interrelation and interacticns
ameng varticinants.as s determinant of svstem nerformance.

Mot 2711 the attributes of a srstem of communication which
have heen develoned will be directlv related to some asrect of market-
ing activitv, nor shoudld anv attemnt e made to do so. 211, however,
should contrihute tn develnpment nf a disrernins attitude teoward

marketine and this mav bhe, after all, whot is most needed.



CHAPTER IV

BEEF MARKETING AS A SYSTEM OF COMMUNICATICN

Introduction

The marketing system for beef was presented in Chapter II,
followed by an examination of communication processes in Chapter III.
This chapter will focus on the development of beef marketing as a
system of communication. More precisely, the marketing of beef will
be presented so as to emphasize the inherent communicative processes
fundamental to marketing activities.

Such a development is expected to perform two basic functionse.
First, it should establish a framework within which the beef marketing
system can be evaluated as a system of communication. Second, the
development should foster perception of the nature and importance of
the communicative dimensions of marketing as determinants of system
performance.

For purposes of clarity, certain general characteristics of the
course of action to be followed will be stated. While many approaches
might e taken, the one to be suggested has been chosen as perhaps the

most practical and useful.

A Point of Departure
While concerned with communication processes inherent to market-

ing activities, no attempt will be made to emphasize the use of
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terminology which might be peculiar to communication as a discipline.
The terminology employed will be that most appropriate to a lucid
presentation of marketing activities. The efforts of Chapter III
should permit recognition of important communicative properties as
they appears

Price and pricing processes will prove important to the develop-
ment. It should be noted, however, that the development will not be
conducted under the belief that the price system is analogous to the
communication system. As will be observed, price per se is a result.
As such,.price is the culmination of the complex workings of the
system of action called marketing. The evolving patterns of behavior
and activity are what determine system output and system performance.
Price achieves its importance as a referent for the results of such
activity. Because it is an important referent, price at one moment
in time may become an input to later activities, later patterns of
behavior. Other inputs are often involved, however, and may on
some occasions be considered more important than price. At the risk
of belaboring the point, it might be suggested that the role of price
is that of message component and/or a medium by which important
results of system activity are transmitted. The price system is a
communication system if, and only if, the perspective adopted is
sufficiently broad to encompass the workings of the total system of
action, not just its output.

No norm with regard to competitive structure of the industry will
be employed. Developing a means of improving the level of information
to system participants would tend to move the system toward fulfill-

ment of the requisites of pure or perfect competition, other things
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equal., But it is not necessary to adopt pure competition as a norm
to support efforts to improve communication in the marketing system.
Some other competitive structure might be equally as efficient in
operation and reap equal or greater benefit from improved information.
To prove or disprove this is not within the scope of this chapter

or the analysis of which it is a parte. The criteria for evaluation
will come from the tenets of communication theory in conjunction with
basic marketing principles, not from the requirements of an arbitrar-
ily chosen competitive structure.

With these thoughts in mind, attention will be focused on the
operation of the beef marketing systemes Behavioral aspects will be
emphasized, which means attention to decision processes and how they
are formulateds The making of decisions and the subsequent patterns
of activity constitute the substance of the system of action here

called marketing.
Examination of the System of Action

The beef marketing process is complex, characterized by inter-
actions and activity at several related decision junctionse. Drawing
on this concept of relation, there seem to be several attributes
which are characteristic of each level of activity. The task of
presentation might be simplified by examining, in a general sense,
the nature of such phenomena which seem to span the forces segregating
the activity to stages or levels. Three attributes which appear to
£all in this category are (1) the inherent interrelationships which
bond the activities into a system, (2) the nature of the decision

processes at the various levels of activity, and (3) the prevalence
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of price bargaining between and among participants at each of the
various levels of activity.

Before developing in more detail each of these three attributes,
the relationship among the three should be observed. The interrela-
tionships, presently of unspecified form, are the essential bonding
attributes of the systemes Unless activities are related in some
important way, there is no system. Decisions, on the other hand,
will ultimately determine the nature of the interrelationse 1In
general, closeness of relationship indicates similar decision processes,
Bargaining on the basis of price is selected as an important means
of coordinating system activities. Often, if decisions are of a
nature which would tend to promote éoordination of activity, price,
or relations among prices, will be indicative of the degree of coordi-

nation which is achieved,

System Interrelations

Perhaps the first question is one concerning the need for segre-
gated levels of activity which, in turn, are interrelated. The advan-
tages accruing from specialization by function is perhaps the most
basic reasone. If all activities are controlled by a single firm,
little difficulty is experienced in recognizing the nature of inter-
activity relations.1 However, when the activities are performed by
different firms or entities, such interrelations are more difficult to

recognize. The performance of the system tends to vary with the extent

1Th:'Ls is true so long as the operation does not become so large
that diseconomies of scale in the managerial sense set in.
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to which interrelations are recognized and effectively coordinated.1

The basic interrelationships which prevail between and among the

various activities in the marketing of beef are indicated in Figure

IV-1 .

Fige IV-1e.--ielated activities in the marketing of beef

PRCDUCER'S SELLING DECISICN

Tre producer sells the slaughter animal as output

of his operation, the live animal moving through

ORGANIZED ASSEMBLY FACILITIES
or bypasses these facilities and goes via
DIRECT SALE

to buying meat packers who purchase the live
animal as an input to their operations which

includes
MEAT PACKING AND PRCCESSINGe

The packer sells the animal, processed to varying
degrees and with varying services, as output through

WHCLESALING AGENCIES
or bypasses such agencies and sells
DIRECT FROM PACKER

to buying retailers who purchase the beef carcass
or beef in other forms as important inputs to their

operation of
RETAILING.

Retailers, whether retail stores or participants in
the HRI trade, sell a bundle of products and services
to consumers who buy and consume beef as part of their

overall pattern of
CONSUMPTION »

1The implication being developed here is that effective communi-

cation processes are necessary for coordination of actione.

Control is,

of course, another means of insuring coordination and is a motivating
factor in moves to vertical integratione. It is maintained here that
control is effective as a means of coordinating at least partially

because communication may then no longer be a problem.
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Examination of Figure IV-1 indicates that the basic interrela-
tions are of an input-output nature. Output for one level of agtivity
becomes an input for the more advanced (in terms of product preparation)
levels. Though ineffectively indicated, the basic decisions of the
system underlie the selling and buying activities which permit output
at one level to become input at another. As would be expected, price
and price bargaining processes facilitate movement among the various
levels. One dimension not indicated, and along which all activities
are related, is that of time. Time will be seen to be of importance
in activities throughout the system.

Continuing the general development, Figure IV-2 portrays a
general decision format characteristic to varying degrees of decision
processes throughout the system. The arrows show direction of influence.
Strategies might be defined as long=-run guides to action which are
future oriented. Tactics are short-run guides to action, designed
primarily to deal with emerging situations which do not conform to
the strategical criteria. Strategies obviously affect the set of
tactics which might be usede On a lagged basis, tactics may cause
Fige IV-2.--A generalized decision format

Input situation

Strategies
Perspective
Of s ___¢ Cognitive
Market ocesses\) Decision=-pActivity——=pCongequences
U‘actics - L7
Opera ional -~ -
Environment =~ .];a.g.ge.d -

readjustment of strategies, especially when the operational environment
renders certain tactical measures inoperative or conversely, requires
their consistent activation. The remainder of the graph is self explana-

torye.
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Price and pricing processes, whether bargained or otherwise,
are important inputs to decision processes. Many of the components
of the indicated decision format are price-oriented. Tactics almost
always involve prices or attempts to change prices. Price is a
determinant of the established perspective of the market, of the
input situation, and is often used in measuring the magnitude of any
consequences.

Current interest is in the development of a procedure of pricing
which does not lose the significance of interaction between buyer
and seller, one which is capable of incorporating the implications of
unequal bargairning power and/or unequal availability of informatione
Attention to the bargaining activities between buyer and seller would
seem to constitute a relevant approach. Any such procedure will, of
course, need to conform to the economic principles of supply and demand.
This can be quite easily accomplished and need not be considered as
violation of the supply-demand approach to price.

Attention to pricing processes tends to be aggregative in nature,
perhaps overly so.1 By visualizing a distribution of supply curves
and a distribution of demand curves, each a reflection of different
estimates of supply and demand conditions by buyers and sellers, the
perspective which is being suggested can be attained. Aggregation
leads to the reduction of the distributions to one supply curve and
one demand curve, each in some sense most representative of the

underlying distribution. The point of intersection leads to a "market

1Breimyer suggests over-aggregation has resulted in inability to
handle effectively pricing processes at a low level of aggregation.
Breimyer, "On Price Determination and Aggregate Price Theory," op.cit.,
Pe 682.
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clearing price" (an equilibrium price) which, in some length of run,
is determinate.

No castigation of supply-demand approaches to pricing is intended.
As shown, given the proper perspective, the supply-demand format is
capable of delineating different prices which evolve from bargaining
procedures based on different estimates of supply and demand. How-
ever, unless aggregated to "representative" supply and demand curves,
this approach can be cumbersome. A more vérsatile approach is being
sought for conceptual purposes.

Most pricing processes in the beef marketing system are conducted
at low levels of aggregation--often a single buyer and single seller.
Too, there are less than perfectly competitive conditions to be
found, making the task of accurate identification of supply and demand
situations more difficult.1 Consequently, bargaining is on the basis
of expectations of supply and demand as incorporated into anticipated
actions and behavior patterns of the opposing party. It is the com-
bination of many such bargained results that determine system perfor-
mance. To reduce these results and the underlying interactions to a
single representative referent (such as a single supply and a single
demand function) would be to gloss over the behavioral aspects of the
systeme This seems neither necessary nor desirablé.

Figure IV-3 constitutes an attempt to schematize the points
being made. The "offer" curves are based on expectations of the seller

and buyer respectively.i The minimum anticipations of the seller, S!'St,

1E[Lliot S. Clifton, "Effect on the Meat Packing Firm of Short-Run
Price Variations in Livestock," Journal of Farm Economics, Vole XXXIX
(December, 1957), p. 1646,
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might be viewed as a schedule of reservation prices. Conversely, BB
might be viewed as a schedule of "ceiling" prices. These two positions
Fige IV=-3¢=-=The bargaining procesé at a low level of aggregation

Price

Bargaining time

Lets BB = seller!s maximum offers as anticipated by the buyer
B!B' = sgeller!s minimum offers as anticipated by the buyer
SS = buyer's maximum offers as anticipated by the seller
S'S' = buyer's minimum offers as anticipated by the seller

will be avoided by each party; the seller will aspire to the SS curve
and the buyer to the B!B! curve. When the curves are tangential as
shown (they need not be), the area of attainable price-time combinations,
the cross-hatched area, is at a maximum. Forces of supply and demand
place limits on the extent of possible variation in the vertical
(price) dimension.1

The relative levels of the curves, primarily a reflection of
estimates of supply and demand, will determine whether advantages

accrue to either party. In an extreme situation, such as would be the

1Such limits are analogous to Taussig's "penumbra." F. W. Taussig,

"Is Market Price Determinate?", Quarterly Journal of Economics, Vol.
XXXV (May. 1921), Pe 396. ‘.
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case if both BB and B'B!' were above SS, the buyer would reap the
advantage (assuming the positioning of the curves was a reflection
of more realistic estimates on the part of the buyer). In Figure
IV-3, a transaction is suggested at point Re This is indicative of
advantage accruing to the buyer not because of superior information,
but because of superior bargaining power or ability (note x»y).

The slope of the curves, not unrelated to the level in the
vertical dimension, is largely a function of each party's appraisal
of the technique to be employed by the opposing partye. With rare
exceptions, the process is one of concession by each party. The
speed of concession--which affects slope--may depend on previous rela-
tions, the perceived sincerity of intentions, etce. Each party will
tend to resist more strongly when an unfavorable position is being
approached.1

'One final comment concerning the formulation--it is conceptually
valid only where it can be assumed that the product under consideration
is viewed identically by both buyer and seller. If the two parties
are bargaining with different products in mind, which would be the
case if product chafacteristics are valued differently (in monetary
terms), the price scale along the vertical axis is no longer relevant.
A third dimension, namely product specification, is added and the for-

mat is incapable of handling a third dimension.

1Stevens refers to the "avoidance gradient," an indicator of the
tendency to avoid some positions. He suggests the .strength of this
tendency is a decreasing function of the distance from the undesirable
position. Realistic anticipations would thus incorporate a "flat-
tening" of the curves as concessions are granted and bargaining con-
tinues. Carl M. Stevens, "On the Theory of Negotiation," Quarterly
Journal of Economics, Vol..LXXII (February, 1958), ppe 77=97.
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Basic Activities and Attributes of the Beef Marketing System

Within the more general framework which has been established,
a more detailed look at the various activities is required. Beginning
at the level of consumption, each of the important seats of activity
(as identified in Figure IV-1) will be examined. At this point, it
bears mentioning again that marketing is a process, and that
"stopping" the process and examining its parts is an abstraction from
feality and an expression of inability to deal effectively with the
process as suche

The attributes to be discussed at each level include (1) the
nature of decision processes, including underlying strategical and
tactical measures, (2) the impact of the structural environment on
decision processes and decision criteria, (3) the impact of time on
the activities of the participants, (4) the nature of the product,
especially as it becomes a factor in conditions of exchange, (5) change
and pressures for change as they affect the performance of system
participants, and (6) special attention to price because of its
importance as conveyor of information and coordinator of action, and
because price is widely used as a means of appraising the performance

of system participantse

Consumption

There is little conclusive evidence as to how the consumer chooses
among cuts of beef. Of prime concern here is the extent to which those
choices might be made on the basis of criteria important to the rest

of the system, particularly federal grades.
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Both visual and eating preference studies provide mixed evidence
as to whether grades correspond with criteria consumers use in choosinge
Williams and Stout review results from both types of analyses.1 In
general, indicated preferences were widely distributed among grades.
The visual preference studies, conducted in the 1955-59 period, indi-
cated that from 14 to 31 percent of consumers preferred the Commercial
grade.2 Analyses on the basis of eating preferences, conducted
largely in the same period, revealed a marked overlap on a preference
scale for all grades tested, especially Choice and Good.3 Pierce,
in reporting on a more recent study performed by the American Meat
Institute for the USDA, states that "In general, the higher grade was
significantly more tender, juicier, and more flavorful than lower
grades."4 The extent to which these attributes can be meaningfully
applied by the buying consumer is questionable, however.

Seemingly in direct contradiction to such results is the con-
sumer's widespread acceptance of the Choice grade as being of desirable

qualitye. As noted earlier, 57 percent of the beef sold in 1964 was

"Williams and Stout, opscits, ppe 519-27.

2Consumers were asked to choose among cuts which graded Prime,
Choice, Good, and Commercial with no designation of grades and equal
pricese.

31n this study, consumers were asked to rate their preferences
for beef of Prime, Choice, Good, and Standard quality. The variability
in ratings increased as the "quality" was lower, especially for the
Standard grade (price held constant).

bJohn C. Pierce, "How Well Do USDA Grades Measure Beef Quallty3“
Agricultural Market_Jg, Vole VI (August, 1961), pe 4.
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federally graded. Of the amount graded, 77 percent was Choice.1 Quite
often, a retailer brand was the only identifying label when the beef
was placed before the consumer.

Overall, the consumer appears to employ federal grades, especially
Choice, and packer or retailer labels as indicators of quality and
bases for choices An element of buying behavior of increasing impor-
tance is the consumer'!s willingness to pay for services in conjunction
with the basic product. Hathaway suggests "the income elasticity for
marketing services is higher than for the farm products component
of food at retail « » ."2 For fresh beef, services provided have
included deboning, trimming, slicing, and various methods of tender-
izing and aginge This, plus an increasing preference for leaner and
less wasty cuts of beef, are two general tendencies which combine with
choices on quality to comprise the substance of the consumer's decision
processes. The decision is one of acceptance or rejection of the

particular product-price combinations offered for consideration.

Retailing
Consumer demand becomes the output situation--the market--faced

by the retailer.3 Effective interpretation of consumer demand is

1Organization and Competition in the Livestock and Meat Industry,

2Dale Hathaway, "Agriculture in an Unstable Economy Revisited,"
Journal of Farm Economies, Vol. XLI (May, 1959), p. 488. This is for
food in the aggregate, not just beef,

3".Retailing" is viewed as including retail chains, affiliated
grocers, and the HRI trade. Given the relative importance of the
retail chain, the discussion will revolve around it. The decisions
and procedures, in the sense they are here being appraised, differs
little for the affiliated grocers. The HRI trade is of less importance
and more nearly unique.






149

essential and basic to the retailer's decisions and activities as a
handler and seller of beef,

The retailer!s task is complicated by the heterogeneous nature
of beef, BReef is characterized by continuous scales of variation
along such value related dimensions as age, color and firmness of lean,
proportion of lean to fat, etc. The consumer tests indicated such
attributes are considered in expressing preferences and the retailer
faces many differentiated demands for beef, The nature of demand
varies by areas and by income level of the buying consumere.

The consumer makes no conscious attempt to inform the retailer
of the type of beef she prefers. Bargaining is restricted to accept-
ance or rejection of the retailer'!s combined offering of product and
services at specified prices. Consequently, the retailer evaluates
the "vote" of the consumer in seeking to recognize trends in prefer-
ences and in efforts to relate purchases and operations to consumer
demands,

Per capita consumption data indicate the importance consumers
attach to beefs The retailer seeks to protect his competitive
position and his image among consumers by conforming to consumer demands
and desirese. Only limited success has been achieved in differentiating
fresh beef via promotional campaigns.1 Overall, conformance with
consumer dictates might thus be suggested as a basic strategical
considerations Tactical measures such as price specials are frequently
employed in efforts to increase traffic within the store and/or offset

similar "specials" offered by competing retailers.

1Organ‘lzation and Competition in the Livestock and Meat Industry,
opecite, pe 3% :
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Procurement practices vary by size of operation. JSmall retailers
may obtain fresh beef through wholesalers or cooperatively owned
buying organizations, with the buying agency handling necessary
arrangements including development of specifications and inspection
for conformitye. Packers usually provide the delivery services. The
larger retailer often has a special division to handle buying opera-
tionse The number of suppliers tends to be greater for the large
retailer (as many as 50) and fewer as the size of the retailer declines.

There are two dimensions of procurement operations of basic
importance to the retailer. The first is the timing of operations.
Sales at retail usually are from five to ten days after shipment by
the supplier. Consequently, the retailer buys on the basis of
expectations concerning the volume of a specified product which
will be taken at established prices. Prices tend to be "sticky"
at retaile The retailer does not favor frequent price changes ﬁnless
in the form of price specials. Often a change of three to five
cents a pound in wholesale prices is necessary for retailers to con=-
sider it worthwhile to change their regular meat prices.1 Anthony
and Motes observed a lag of about one month in response of retail
prices to changes in live cattle prices.2

Another factor of importance to retailers! procurement activi=-
ties is that of product specification. Having established the nature

of the differentiated demands which they face, and this on the basis

1Organization and Competition in the Livestock and Meat Industry,
) oCito. Pe 550

2Anthony and Motes, opeCite, pe 274
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of vague and ill-defined criteria of choice by consumers, retailers.
must buy carcass beef, their "raw material," accordingly.

Techniques employed in product specification vary among retailers,
but often begin with federal grades as a point of departure. More
detailed requirements within grade include increased specification
of such characteristics as indications of maturity, carcass weight,
back-fat thickness, and on occasion, the degree of marbling and size
of the ribeye. When federal grades are not employed, as is often the
case when a national packer is the supplier, specifications are based
on a set of packer classificationse.

Actual processes of transaction or exchange of title also varye
Various methods of formula pricing are employed by retailers and their
suppliers.1 Under such procedure, the conditions of exchange are
bargained initially when the "formula" is set up. The arrangement
may then prevail for months of even yéars, being subjected to periodic
review and renegotiation between buyer and seller.2 Large retail
buyers often support this method because it is convenient and saves
time and resources. Smaller sellers and buyers rely on the "Yellow
Sheet" because it is a simple and relatively inexpensive soufce of

information about other buyers! and sellers! price bases.

1In 1964=65, 41 percent of transactions in beef and veal between
packers responding to a survey and their most important customers were
based on formula pricinge. In nearly all cases, the "Yellow Sheet" was
the quotation source. Organization and Competition in the Livestock

and Meat Industry, opecite, pe 576

2An example for such a common formula is for beef shipped from
Omaha to New York, using the "Yellow Sheet" price (f.o.b. Chicago) for
the day prior to shipment less 50 cents per cwte. (transportation cost
between Omaha and Chicago on shipments to the East), plus $2 per cwt.
(to cover transportation cost between Omaha and New York), Ibide, ppe

57-584 : '
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When formula pricing is not employed, each transaction must be
bargaineds The retailer is interested primarily in certain volumes
of a specified product (or products)e. Price information is obtained
from the "Yellow Sheet", the USDA wholesale market reports, trade
contacts,'or some combination of the three. Many large packers issue
"price sheets" periodically, especially to their regular customerse.
Estimates of Supply are based on industry contacts and overall under-
standing of wholesale beef market behavior in relation to supply.
Increasingly, attention is paid USDA estimates of weekly federally
inspected slaughter. Upon the basis of such information, suppliers
are contacted and transactions are bargained. Where buyer-seller
relationships are firmly established, the bargaining may consist of
little more than contact with the supplier and indication of what
is needed.

The changing relative position of the retail segment is not
neutral as a factor in determining retailer activitye. A more favor-
able bargaining position, gained largely over the past two decades,
has become important. It is the retailer who began insisting on more
detailed specification of the beef carcass or primal cutse Packers
have been literally forced to comply, and any concessions made during
negotiations largely flow from the packer to the retailer.1 Many
retail chain buyers are former packer employees. Their knowledge
of the cost structure of packer operations, taken in conjunction with
increased bargaining power in the hands of the retailer, has provided

the basis for much of the cost-price squeeze on packers. DeGraff

1Such concessions may include quantity discounts to large buyers,
advertising allowances, and price reductions. Qrganization and Compe-
tition in the Livestock and NMeat Industry, ope.Cite, pe 49.
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makes this point quite clearly in the following description of retail

buyer activities and procedure:1
He (the retail buyer) does not care what the packer's costs
are « o o he just knows costs well enough to know that some
packers have lower costs, and about what they are. He
figures that he should buy with something like the lower-
bracket costs included in the price he payse In this sense
he can push his buying price low enough to cover efficient
packers, including a profit, but not covering the less-
efficient packers. In other words, he can push a less-
efficient packer out of business, or cause him to become
more efficient, or cause him to find other customers.

It might be suggested that the retailer has a considerable degree
of control over the input situation he faces, with available supply
constituting the basic force he cannot effectively control. This
degree of control and the competitive environment from which it
emerges will, of course, become an important consideration for suppliers
(packers, wholesalers) as they establish a perspective of their output
situation.

A paranthetical statement is in order at this point. In Chapter
I, a "restricted" system of action was presented to outline the
activities which were to receive attention. Retailing activities
were excluded from this system, largely due to the assumption that the
retailer is relatively effective in interpreting consumer desires
and transmitting them to their supplierse. In the general treatment
in this chapter, this restriction was considered both undesirable and
unnecessarye. Brief examination of the retail spectrum of activity

was considered essential to develop understanding of activity in the

wholesale beef market. The restriction will be picked up again in

1DeGraff, OpsCite, pe 209.
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Chapter V which will attempt a more detailed appraisal of selected

facets of system activity.

Yeat Packing, Processing, and Wholesaling Activities

The meat packing firm beccmes the important second party to
activity in the wholesale beef market. Much of the beef moves directly
from packer to retail, The remainder moves through facilitieé and via
services provided by packer branch houses, independent wholesalers,
and merchandising agents or brokerse.

In a basic sense, the role of the independent wholesaler and
the broker is that of providing services or performing functions which
neither packers nor retailers have adopted as part of their operation.
The packer branch house is primarily a geographical extension of
packer activity and is largely insignificant as a director of systenm
activity at this levels It is the meat packer, in conjunction with the
retailer, that makes the decision and becomes the dominant force in
determining the situation which prevails in the wholesale beef market.
Consequently, the wholesaler, broker, etce., wWill be considered only
where their activity seems to lend direction to the activity which is
taking place.

The two important types of independent wholesalers are jobbers
and breakers. Important differences between the two include (1) break=-
ers handle large volumes and buy from more distant areas, (2) the
jobber deals mainly in the purchase and sale of wholesale cuts (loins,
chucks, etc.), while the breaker buys carcasses and sells wholesale

cuts, and (3) breakers are important suppliers of jobberse
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Jobber activity tends to be of a specialized nature, involving
special services such as frequent and small deliveries. The HRI trade
is the main outlet for the jobberes Much of the beef handled by jobbers
is federally graded, a result of (1) customer demand for federal
grades as evidence of quality, and (2) the usefulness of grades as
standards of measurement. Transactions with suppliers are bargained;
formula pricing is seldom used. Local suppliers constitute the basic
source of information, with reference being made to the "Yellow Sheet"
or the USDA wholesale market report for purposes of verification and
detection of trends. The jobber faces little competition from breakers
and independent packers, primarily because of the specialized nature
of activitye. More competition comes from the national packers with
their diversified operations and opportunity to sell federally graded
productse Price specials at the retail level, which threaten to
attract their customers, are of increasing concern to the jobber.

Breakers, less localized in their operations, are more nearly
participants in the national wholesale market for beef. Emphasis on
federally graded meat is only slightly less than in the case of the
jobber.1 A large-volume outlet for carcass beef is the most important
service provided by breakerss The breaker is used by packers and/or
retailers when direct channels are not available and when neither
the packer nor retailer is prepared to perform the breaking function.

Breakers buy mostly from packers, with brokers constituting the
only other source of supply of any importance. Federal grades as

refined by more detailed specification and packer classifications are

1In 1955, 75 percent of breaker volume and 85 percent of jobber
volume was federally gradede Williams, Bowen, and Genovese, op.cit.,
Pe 724
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the basic means of product specification. Inspection and/or pledges
of future business secure conformance. Unlike the jobber, the breaker
relies on such "national" reports as the "Yellow Sheet" and the

USDA wholesale reporte. Existence of transactions on a formula pricing
basis is negligible.

One important contribution almost unique to breakers is the
breaking of carcasses and the directing of various wholesale cuts
into the most appropriate outletse Their ability to perform this
function means they are an important outlet for packers with carcasses
which, on a carcass basis, do not meet the retailer!s specificationse.
However, many of the cuts from such carcasses are not unattractive to
the retailer. Consequently, the breaker may sell wholesale cuts such
as ribs and loins to the HRI trade and the remaining cuts (such as
rounds where overall carcass attributes have little effect on the
desirability of the cut) to retailers.

In general, breakers have attempted to avoid competition with
each other and to establish an array of services or activities which,
because of locational or other advantages, gives them a sheltered
market. Their future status is questionable, especially if packers

and/or retailers begin to provide similar servicess |

1There are recent indications that retailers are providing more
of the breaking services as they adopt centralized warehousing and
distribution proceduress On the other side of the breaker, a trend
may also be developings At least one large specialized beef slaughterer
in the Iowa-Nebraska area has recently constructed a plant which is
adaptable to the provision of services to the extent of retail
packaging and preparation.
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Brokers or merchandising agents handled only 16 percent of 1964
sales of carcass and primal beef, but this volume may not be indica-
tive of their importance to system activities.1 Because of their
strategic position and often nationwide contacts, brokers are an
important source of information on activities in the wholesale market
for beef., Packers tend to use brokers! ability to find outlets for
carcass beef which cannot be effectively merchandised through
regular channels. The breaker often provides the broker an outlet
for such carcasses. Packers usually can count on regular customers
for up to 90 percent of their volume. They must face the "open"
market with the remainder of their output and, depending oh conditions
in the market, the broker may be employed as an outlet.,

In turning more directly to consideration of packers, it is worth
noting the strategic position the packer occupies and the importance

of activities at the packer level to overall system peri‘ormance.2 The

1Organization and Competition in the Livestock and Meat Industry,
Opecite, pe 54, Table 5-11.

2The basis for examination of packer activities is provided
primarily by interviews with various packerses Packers are caught up
in the currents of change which are sweeping the industry and secondary
sources of information are not sufficient in their description of
packer activities and practices. However, the following references
provide a reasonably complete background which facilitates understand-
ing along these lines: Williams and Stout, opecit., Chapters 14, 23,
and ppe 681=703; DeGraff, opecit., Chapter 7; Crganization and Compe-
tition in the Livestock and Meat Industry,op.cit., Chapters 4 and 5;
Breimyer, Demand and Prices for Neat, opscite., ppe 9-16; Williams
and Uvacek, op.cit., especially ppe 23-40.
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packer is one of the principals in each of the two important "markets"
in the marketing of beef--the wholesale or dressed meat market for
beef, and the market for the live beef animale. Given this strategic
position, packer activities are important in determining the extent to
which activities in the two markets are related, and relation in this
sense reauires effective communicatione

The packer must first come to grips with his output situation.
An immediate confrontation with the increasingly powerful retailer is
the result. Because the retailer faces demands for many types of
beef, so too does the packere. The retailer provides, in rather specific
terms, indications of the nature and characteristics of the products
which are needed. Federal grades, when used, are seldom deemed
sufficient by retailers as means of product specification. Increased
detail is required. The result is a conglomerate of non-standardized
classifications among packers. It is not unusual to find a packer
employing different systems of specification for different customers.1

In general, packers tend to view their market as being effect-
ively determined by the retailer and consider their operation as one
of selling on a specification basis at established market prices.
Actually, packer efforts to merchandise their product have been more
successful than such a perception would imply. National packers
achieve some success in merchandising via their brand names. Almost
all packers seek to take advantage of the benefits which may accrue
from having certain types of carcasses federally gradeds All carcasses

are often block stamped by the grader. Liners may be held in the

I

1These situation-oriented relations have apparently been a
reason for packer opposition to dual grading. Dual grading would not
'Fit"such established relations.
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cooler, thoroughly chilled, and sold in the higher grade if regrading
moves them to the higher grade.1

Other indications suggest packers do not really subscribe to a
passive role in the selling of their product. Continuous efforts are
made to stay abreast of wholesale market conditions. The "Yellow
Sheet", the USDA wholesale report, and often most importanﬁ. an infor-
mal network of contacts throughout the industry provide information on
pricess Trade contacts and such published data as the USDA's estimates
of federally inspected slaughter are combined with available information
on packer cooler or inventory conditions to stay informed on the state
of supplye Increased attention is given examination and study of
retailer activity such as buying patterns, timing of price specials,
etce., as indicators of demand and potential changes in demand.

Even the most concerted effort to effectively appraise the output
situation is burdened by the time element. Up to three weeks are
required for the live animal to be purchased, slaughtered, and the
output solde Consequently, the packer must attempt to coordinate
buying activities for livestock and sale of output on the basis of
expectationse. He is often frustrated in attempts to bring some order
to the relation between these two basic activities by two areas of
uncertainty--price in the wholesale market and the supply of live
animalse From these two sources of uncertainty comes an element of

instability which is not only frustrating to the packer, but as will

1"Block stamped" refers to the practice of tentatively grading
carcasses and marking the grade at several points on the carcass. These
may be removed if a decision is made by the packer to sell the carcass
ungradeds If sold graded, the grade stamp is "rolled on" in a more
permanent and encompassing fashione A "liner" is a carcass which tends
to fall on the arbitrary dividing line between two grades. Packers are
typically interested in chilling the carcass and hoping it will move
in grade if previously "below" the dividing line.
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be seen, is felt throughout the system.

Having formulated expectations of the situation which is likely
to prevail in the dressed meat market, the packer attempts to
coordinate buying activities with those expectationse. Strategic
criteria underly those attempts at coordination of the input and
output situations as perceived by decision-making packer personnel.

The basic strategy of operation begins with a desired rate
of return on investment.1 This is converted, for each plant operation,
to the gross margin per head which would be required to realize
the return on investment. Expectations of what can be realized in
the wholesale or carcass market are combined with the value of by-
products, the costs of handling, slaughtering, chilling, etc., to
arrive at an estimate of the value per hundredweight of dressed beef,
By employing an expected yield of dressed beef from liveweight as a
conversion factor, the price for live cattle, which would be a
break-even price, is calculated.2 This procedure is repeated for
each grade or other classification of beef to be solde The calculated
prices are then employed in developing guidelines, usually in the
form of price ceilings, to be followed in the procurement of live

cattle. Buyers are given the guidelines daily.

1Development of this "strategy" of operation is based largely
on interviews with representatives of two large national packerss 1In
general, it is believed that this or similar procedures are used by
most packers except possibly the very small ones who may not be
capable of this level of sophistication or who are price takers to
the extent that establishment of such strategical measures would be
largely meaningless. The development is not unlike that presented by
DeGraff, opecite, Pe 204—050

2The importance of yield in the pricing of the live animal is
obvious at this point.
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The task is one of continual appraisal and recalculatione. The
perishable nature of beef, once the animal is slaughtered, makes the
alignment of purchases with needs even more crucial. Storage of
fresh beef is seldom attempted beyond two to three weeks. Thus,
inventory management is of limited assistance in helping to assure
the specified needs of customers can be met. The burden is on the
procurement activities in the live animal market, and as will be
recalled, the task is made more difficult by the lag of one to three
weeks between time of purchase and time of shipment to the buying
retailer or other outlet.

Such a situation has motivated several developments at the
packer level, Packer feeding of livestock, an attempt to control
"inventory," is one. Attempts at forward pricing via contractual
arrangements is another. Support for procurement procedures which
value the animal according to caréass attributes is increasing. But
because of limited success via these measures, and because the formi-
dable competition offered by the retailer largely circumvents any
attempt to effect control or adjustment in the wholesale beef market,
packers are prone to adopt measures to "force" conformance with needs
in the live cattle market.

Underlying such attempts are efforts to predict the supply of
live animalse. The number of cattle on feed, USDA reports on 12-
market receipts and estimates of supply and/or slaughter are employed
as a basis for such predictionse. The basic reasoning underlying such
attempts is relatively simple. If supply can be predicted with a

reasonable degree of accuracy, buying patterns may be adjusted so that
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purchases are large when supply is heavy, small when light. Such
attempts at adjustment must be made within the limits of operating
requirements. Fixed commitments among customers and fixed labor
costs dictate that these requirements be met except in the most
extreme circumstances.1

Possible adjustments usually take the form of buying heavily
during a week of heavy supplies and carrying over a portion of the
requirements for the following weeks when conditions are expected to
be less favorable. Carryovers of up to 35 percent are not uncommon.
When buying is direct, the possibilities are even greater., Agreements
may be made with producers for future delivery at prices negotiated
in the present buying period. Supply may thus be programmed so as to
offset the necessity for '"bidding up" prices when supply is light.
If most purchases are on a terminal market, the possibilities of this
type of adjustment are less. When buying is both direct and on the
terminal, emphasis may be switched as the need arises.s In particular,
the packer may be seen to take advantage of the opportunity presented
by an abnormally heavy supply on the terminal,

Packers also indicate efforts to coordinate such adjustments with
changing conditions in the wholesale market. For example, if the
supply of live animals is heavy during a particular week and the

dressed beef market is favorable, attempts will be made to convince

1When supplies can be predicted, some adjustment is available via
changes in the labor force. Labor contracts usually state that unless
notification is made on Friday, all employees who report on Monday
must be paid a full work weeke If a light supply is expected and a
poor relation between live prices and dressed meat prices anticipated
as a result, reductions in the labor force (by such as eliminating
a shift) may ease the pressure if the workers are notified before the
deadline.
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retailers or other outlets to commit themselves for future delivery of
beef on the basis of current dressed beef prices. The reasoning is
that the dressed beef market is likely to be less favorable in the
near future as the heavy supply is moved through the system.

Invariably, because of inability to accurately predict the
supply of live animals, operating requirements will force violation
of the buying guidelines. An unexpectedly light supply of live
animals will occur and the packer has no alternative but to enter the
market and bid uwp price. Conversely, the packer may try to force
price lower during a period of heavy supply. The uncertainty faced by
the packer sets in motion forces which tend to accentuate short run
price fluctuations in the live cattle market. The intensity of such
forces is increased even more by the ever-present realization that
formulated expectations for the wholesale beef market may prove incor-
recte.

Establishing a workable input-output relation along the time
dimension is thus a continuing problem for the packer. A related
problem is that of product specification. Considerable attention has
been given the manner in which the product is specified in moving from
the packer to the retailer. The carcass may be visually examined and
in many instances, the qualifications imposed by the retailer are
potentially measurable. Packers are then charged with the task of
buying live animals which will provide carcasses consistent with
retailer requirements. Given the manner in which most live animals are

purchased, their ability to do so is limited.
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Theoretically, federal grades for livestock permit the relating
of live animal to carcass characteristicse. Research findings indicate
buyers make significant errors in grading the live animal.1 The
studies also indicate errors in estimating yield. The two errors are
so related as to make the total error larger than the sum of the two
(in terms of value). The situation is made even more impossible when
it is recalled that the packer must’sell under more rigid specifica-
tion requirements than those provided by the federal grades. Nor is
the problem in estimating.grade and other characteristics unrelated
to other aspects of buying operations. When the prevailing conditions
are such that the price guidelines are being threatened, packers report
a tendency for the buyer to "cheat!" on other attributes such as
estimates of grade and yield while trying to adhere to the restrictions
on price.

In light of these difficulties, packer buyers may rely on other
indicators when buying on a liveweight and grade basis. Producers may
be queried concerning the age of the animals, how long they have been

on grain, etce Such factors as these are known to relate to the

1In general, buyers were found to be wrong by at least one-third
of a grade about one-third of the time. Errors of this magnitude imply
deviations of $10 or more in the actual value of each animal. See
E. H. Jebe and E, S, Clifton, "Estimating Yields and Grades of Slaughter
Steers and Heifers," Journal of Farm Economics, Vole XXXVIII (May, 1956),
pp. 584=96; North Central Regional Livestock Marketing Research
Committee, Pricing Accuracy of Slauchter Cattle, Veal Calves, and Lambs,
North Central Regional Publication 53, Indiana Agricultural Experiment
Station Bulletin 611 (Bloomington: University of Indiana, October,
1954). McPherson and Dixon report errors of similar magnitude by
trained graders.e W. K. McPherson and L. V. Dixon, "A Quantitative
Evaluation of the Ability of Individuals to Grade Live Cattle," Journal

of Farm Economics, Vole XLVIII (February, 1966), ppe 71=74.
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desirability of the carcass which will be produceds Out of this situ-
ation has arisen reliance on the'reputation of the feeder" as an
indicator of what to expect from'the live animal.1 The nét result is
a pattern of activity which offers little guarantee the producer will
be rewarded for production of animals with high retail value. Con-
versely, penalties are imposed for production of lower value animals
only in the extreme case such as the fat and obviously wasty animal.
From this situation has arisen increased attention to buying
procedures which determine value on the basis of carcass grade and
weighte A growing percentage of slaughter livestock are being sold via
such procedures. The most common at present entails the bargaining
of price before slaughter. Acceptance of this procedure is being
restrained by inequities which have developed, largely due to ladk of
producer understanding of procedure and the absence of any means of
supervising packer activities to insure conformance with negotiated
and/or expected procedures. These and related problems will be given
more attention when producer and marketing agency activities are examined.
Operations and underlying decision processes at the packer level
are complexes The presentation of this phase of marketing activity
has surely been overly simple and naive in many important respects.
Perhaps the appraisal has been sufficient to indicate the proﬁlems
which packers face in trying to effect coordination between their out-
put and input situationse In turning attention to activities at the
producer and marketing agency level, additional insight should be pro-

vvided concerning the complexities of the live cattle market.

1It might be suggested in passing that this is not very far
removed from the use of "place of origin" as an indicator of quality in
the nineteenth century.
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The Market for Live Cattle--Producer and Marketing Agency Activity
The marketing agency, theoretically part of the framework within
which producers! selling activities are conducted, has become a direct
determinant of the nature of producer decisions and activity. To
fully appreciate their importance requires examination of the relation
between the producer!s selling decision and the environment within
which that decision is made. In simple terms, this means the
structural organization of the system is not independent of participant
activity.1 This is not unexpected, but the extent to which this lack
of independence affects the nature of activity at this level might
well be. Williams and Stout'!s comment which follows suggests the
extent of relation between system structure and producer activity:2
The producer is told that true market values are more
nearly established at terminal markets than elsewhere, but
these frequently are not particularly convenient and market-
ing charges at these markets often appear excessively high.
Auctions, he finds, are more conveniently located, but he
notices that there are relatively few active buyers at some
of these markets for particular classes of livestock. He
is told that direct selling to packers and others somehow
is "bad" for him but he freguently realizes higher net
returns in selling direct. Ee is given to understand that
more competition is better than less competition but he is

told that with large numbers of competing markets, volumes
at each is affected and marketing costs rise. Uniform

1Breimyer makes this point, suggesting that the prevailing system
is not neutral with respect to price-making, that its (the system's)
makeup can have much to do with the level of prices. Breimyer, Demand
and Prices for Meat, op.cite, pe 9o Given the perspective here adopted,
it is perhaps more relevant to suggest system structure affects price
because it affects the nature of system activitye. Breimyer'!s use of
"price-making" suggests his perspective was similar,

2Williams and Stout, ope.cit., ppe. 181-82,
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grades and standards appear consistent with the aims of
reducing marketing costs and increasing pricing efficiency,
but they are opposed by many impressively large meat
packing firms obstensibly in the interests of producers.
Grade and weight selling of livestock eliminates much of
the guesswork associated with value differences in grade,
weight shrinkage, and yield. But the producer finds that
this method of selling is opposed almost solidly by estab-
lished marketing interests. An so it goese.

The most active and outspoken agencies have been those repre-
senting the terminal markets, usually commission agencies, and auction
market representatives. In general, their efforts and words are in
opposition to the increasing trend toward direct (to the packer) sale
of livestock. Their "attack" is based on two broad theses, (1) the
promotion of terminal and auction selling as the only truly competi-
tive methods of selling, and (2) denouncement of the conditions of
sale when livestock are sold direct,

A truly competitive method of selling is viewed as one which
involves many buyers and sellers in physical proximity to each other
and to the product being sold. An indication of the impact of this
long-voiced position is provided by the following passages from a
1959 research publication:1

e o o to many farmers competition is an uncertain thing
unless it is evidenced by the physical meeting and bidding
for the lot of his livestock by several buyers at essentially
the same time as in the case of terminals and auctions.
Competition between outlets which manifests itself in higher
prices or more services, apparently is seen by farmers simply
as higher offered prices or more services rather than as

intermarket competition.

The results of such pressures on the producer take many forms. But

1R. R. Newberg, Livestock Marketing in the North Central Region.
I. Where Farmers and Ranchers Buy and Sell, North Central Regional
Publication 104, Ohio Agricultural Experiment Station Bulletin 845
(Columbus: Ohio State University, December, 1959), pe. 110.
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the impact of the operational enviromment should not be underestimated.1

Concern over the conditions of sale when cattle are sold direct
is in many instances well grounded. Marketing agencies argue that
straight price comparisons between direct and terminal or auction
alternatives are often biased by the ¢onditions under which the cattle
are sold direct. In particular, thé variation in weighing conditions
and the lack of standardization of packer grading practices are voiced
as possible reasons why price comparisons might be incorrect. The
point being that even when the recognized costs of marketing are
considered, an apparent price differential in favor of direct sales
might disappear if the producer were aware of the implications of the
time and conditions of weighing, the "costs" of the pencil shrink,
etce The validity of these points is'given‘support by the USDA's
attention to weighing conditions in their reports covering direct or
range salese

In examining producers! selling decisions and activities, it will
become clear that the marketing agencies have more direct roles to
perform. However, their possible impact on the organizational structure
of this part of the system and their resistance to the changes which

are occurring should be borne in minde.

1The often paradoxical situation faced by the producer was
clearly revealed during an interview with an influential Iowa feeder.
During the previous week, he had sold 6 loads of steers direct to a
nearby packere This was the first time in 12 years he had sold via
any means other than the Chicago terminal market. He estimated his
net return at $3,000 above what he would have received at Chicagoe
The day of the interview, he had received a request to serve as part
of a 25-man board dedicated to "rebuilding" the Chicago terminal
market. . .
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Strategical considerations are not always clearly defined by
producers.1 Perhaps most attention is given efforts to maintain an
acceptable level of income over time. As the feeding unit becomes
larger and requires more capital, attention is paid the need for
consistent volumes and faster turnover. Fixed costs are demanding
more attentione It might be suggested that the most basic of all
strategies is the alignment of production with the needs of consumers.
However, the many ways in which consumption and production are
separated create a conceptual breach too broad for most producers
to crosse Few are heard to mention the need for coordination between
production and consumption. Other things are seen as more important
to their income positions. It appears the system is charged with
creating the environment which will promote coordination between what
is produced and what is demanded.

Tactical measures are clearly in use., Where the decision was
once largely when to sell, considerations of where and how to sell are

becoming more important.2

1As was the case with packers, interviews with producers provide a
basis for evaluation of their activities. Valuable secondary sources
include Williams and Stout, ope.cit., Chapters 8-12 and Chapter 27;
Anthony and Motes, ope.cit.; DeGraff, opecit.; Hopkin and Kramer, op.cite;
and an excellent reference for historical review purposes, Dowell and

Bjorka, ope.cite.

2Newberg indicates that during 1956, many producers did not actu-
ally evaluate alternativeses Few producers based their decisions on
such factors as competitive bids, appraisals, etc. A high proportion,
80 percent, patronized a single outlet exclusively. Only 4 percent
considered three or more outlets. Apparently, habit and convenience
were important factorse. Newberg, ope.cite, pe 201s Interaction with
producers in Michigan and Iowa indicate a marked change in attitude
in the past 10 years. The percentage of producers who are content to
sell on the basis of custom of¥ habit and ignore alternatives is
dwindling,
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Before considering decision processes and subsequent activities
more directly, attention is due the relation between tactical success
and the fulfillment of strategical goals. Unlike many other system
participants, the producer as seller is not active daily. Ilany
producers sell only a few times a year. How they fare when they do
sell is an important determinant of the extent to which income or net
return goals are realized., Thus, importance attaches squarely to each
selling decision. If the consequences are bad, the producer is denied
the opportunity to recoup the following day or to rely on a large
number of transactions to "average out" the errors or variability.

From this realization comes an indication of the challenge faced by
the system as a whole, if the suggestion that the system must effect
productive alignment is correct. The producer has only a few personal
observations from which to detect trends in consumer demands. If these
observations are periodically up and down (in terms of price) a con-
siderable time may be required before the producer decides change is

in order. He is not likely to adjust on the basis of his neighborts
experience or published indications of change when his selling experi-
ences are to the contrary or present no recognizable trend or patterne.
This is another instance of the time problem which crops up throughout
the system and,it should be divorced from the inevitable lag in adjust-
ment due to the biological nature of production.

Actual decision processes and bases for decisions will be examined
under two sets of circumstances., First, the decisions of the producers
who continue to patronize one outlet will be examined. Then, and
because the difference in procedure is substantial, the decision format

of those producers who evaluate alternatives will be examined.
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The terminal market, and to a lesser extent the auction, are
the more important "single outlets". Selling procedure differs, but
the overall method is sufficiently similar to justify considering only
one of the two in detail.

The producer who sells exclusively to the terminal market passes
much of the decision responsibility to the commission firm.1 The
commission agent is employed as collector and interpreter of information
and the decision concerning when to market is often hise Such rela-
tions are especially prevalent where the production unit is relatively
small or the producer has other interestse. These activities are left
to the commission agent because "they are part of what he is being paid
for". The extent to which the pfoducer actually becomes a factor in
the.decision is one of degree. If really a part, he will be seen to
gather and interpret much of the same type of information as employed
by the commission agent.

The commission agent, active daily on the market, is in a
strategic position to evaluate market conditionse. He is aware of
prevailing trends in price. Frequent checks with the USDA reporter
guard against perceptual differences between the overall trend and
the trend observed by the commission firm as a selling agency. Heports
on 12-market receipts, federally inspected slaughter, and personal
visits to area feedlots provide a basis for supply estimates. Price
levels in the wholesale meat market as reported by the "Yellow Sheet",
the USDA wholesale market report, and personal contacts.in the packing

industry are increasingly noted as indicators of demande The commission

1M’any of the producers who sell regularly through some marketing
agency indicate they do not feel qualified to negotiate direct sales
with packerse.
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salesman, observing an upward trend in livestock prices, may be
heard to comment that "the wholesale market must be higher."

With this background of information, the commission firm seeks
to advise customers as to when they should sell their cattle. To a
lesser extent, advice is given on the types of production (especially
degree of finish) which appear to be in strongest demand.

In preparing for daily bargaining with buyers, the firm uses
much the same but current information. The larger firms contact
sister agencies on surrounding markets where trading has already
begun due to earlier starting times or different time zones.1
Consideration is given the purchases of the various buyers on the
previous session; if one buyer bought very little, the feeling is he
will be an aggressive bidder. With developed estimates of supply and
demand and in full awareness of the pace of trading activity on the
previous session, the commission salesman is equipped with a set
of anticipations with regard to packer offers. On the larger markets,
the salesmen keep in contact throughout the session, often by two-
way radioe. The developed anticipations may be revised when trading is

begun and deviations from expected conditions are noted.

1For example, Producers Commission Co. on the Sioux City Market
will make early morning contacts to sister agencies in Omaha and
Chicagoe

2As an illustration, suppose a heavy supply of cattle is on hand.
Anticipations may be for lower bids by buyers. When trading is begun,
heavy order buyer activity is noted. The anticipated lower bids by
buyers may never develop. (An "order buyer" is a buyer commissioned
by some packer who might not otherwise be represented on the market
to buy for the packer. Order buyer activity might, in the illustra-
tion, bolster demand to such an extent that the heavy supply is
effectively sold.)
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When producers consider alternative methods of selling, the
responsibility of decision rests largely on their shoulderse. The
outlet--terminal, auction, or direct--must be chosen. If the terminal
or auction is chosen, the producer knows that the sale will be made
on a liveweight and grade basis. At the terminal, the cattle will be
weighed immediately after sale. The time of weighing at the auctions
varies but would generally be knowne If the sale is direct, it may
be liveweight and grade, carcass weight and grade, or some variation
of either. Weighing conditions are subject to negotiation.

Before choosing the direct alternative, however, the producer
will form expectations of price if the cattle were to be sold on the
terminal or auction markete. Daily USDA reports of live cattle trading
activity as conveyed by the mass media are notedes A commission man
may be contacted. Trends are noted on supply, pace of trading activity,
and perhaps average weight by class and grades--all available through
daily USDA reports and the weekly or semi-weekly written reports from
important terminal markets., Newsletters from commission agencies,
based largely on USDA reports, may be available. The producer may be
well informed on the probable carcass characteristics of his cattle.
Packers often provide "kill sheets" with such information, either
directly or through commission ageﬁts. The USDA will, for a fee
equal to the expenses involved, provide grade information on both
the quality and cutability scales.1 As would be expected, the extent
to which 211 these measures are employed varies with the level of ability

of the producers.

1This reference is to the USDA's "Carcass Evaluation Service',
Expenses of the grader must be covered by the producer.
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The variable nature of much of the "data" which is used as input
to decisions makes evaluation difficult. Costs of marketing via the
different alternatives are needed. Though less arbitrary and subject
to calculation, producer understanding of the true costs of marketing
(as will be noted later) is not always complete.

whatever the degree of sophistication, the choice of outlets
must be made. If the terminal is chosen, developments will be similar
to those for the producer who habitually sells at the terminal (though
relations with a commission firm may not be as close). Auction
personnel provide similar assistance but leave more of the decision
responsibility to the producer. Whether one of these two or the
direct alternative is chosen typically depends upon comparison among
formulated expectations of net returnse.

The producer interested in selling direct typically has several
buyérs.bidding for his cattle. These will be considered, but in areas
where terminal activity remains strong, price levels on the terminal
market are often noted as relevant standards.1 Price bargaining may
then develop until agreement is reached, Tﬁe degree to which weighing
conditions are included in the negotiations varies. Attention will be

given consideration of weighing conditions when carcass methods of

1There is considerable concern over the impact which this tendency
is having on the price structure. Reporting activities have long been
terminal-oriented and changes made only recently to cover direct sales.
The feeling is that continued reliance on terminal price quotations
will result in a situation in which the bulk of transactions will be
related to activity on a market of declining relative importance, with
lower and possibly more variable prices (as the terminal volume decreases
and becomes more susceptible to influence by bidding activity) the
likely resultse.
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selling are discussedes Brief mention should be made here of the extent
to which weighing conditions can become a "cost" and, even when

selling on a liveweight and grade basis, offset‘any supposedly superior
prices Time of weighing is a problem. A typical agreement is to

weigh the cattle off the truck after early morning delivery at the
packing plante Most trade personnel agree that cattle weigh the least
in the morning. In addition, many producers "condition" their cattle
by allowing them access to only dry feed the evening and night vefore
shipments Early morning weights will thus go down even more. Another
somewhat arbitrary practice which can become very costly to the feeder
is that of the buyer taking a "pencil shr:‘mk".1 In those instances
where the packer does not know how the cattlé will be handled before .
shipment, pencil shrink of up to 5 percent may be taken. Unless the
feeder incorporates this "cost" in bargaining, a transaction considered
as favorable might, in acﬁuality, be a very poor one.

The conditions of exchange are very much a matter of concern as
methods of selling live cattle undergo transition. It is easy to note
that "pencil shrink" might permit a packer to outbid others or exceed
the términal market in terms of prices When sale is on the basis of
carcass value, such conditions of exchange are even more important as
will now be noted.

A typical method is for a schedule of prices to be negotiated by

weight and grade classifications before the cattle are shippeds Weight

1This is the practice of writing some level of shrink into the
sales agreement to protect the buyer against excessive fill, etc.,
which artificially "inflates" the live weights of the cattle.
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and grade are then the remaining variables in valuation of the animal.1
Carcass weight will vary, depending upon whether the carcass is hot
or colde When the carcass is weighedhot, a tare is often employed
by the packer to account for the decrease in weight when chilled, with
the amount of the tare varying among packers., If the carcass is
weighted after it has been washed and shrouded, a tare may be employed
to account for the weight of the shroud and shroud pins. Again, the
amount of the tare may vary among packers. It is not unusual for
certain fat deposits to be removed before weighing the carcass,
especially when the carcass will move into the retail chain trade.
Similar types of wariations are noted in grading practices,
Since carcasses will grade higher after chilling, the packer could have
those carcasses purchased on a grade and weight basis graded while
still hote The value to the producer is thus affected and the thor-
oughly chilled carcass will merchandise effectively at this grade,

attain a higher grade, or move up to a more valuable classification.

1The president of a large midwest beef slaughtering operation, in
commenting on the "conditions of exchange" to be discussed here, indi-
cated a detrimental effect on his firm's competitive position. He
illustrated his point with the following example. His buyer might
have offered $24 per cwte for a lot of cattle to be purchased on a
liveweight and grade basis and moved direct to the packer. The 4
was on the basis of a $40 wholesale market for beef. A competing
buyer offers only $23.50 on a live basis, but then succeeds in buying
the cattle by offering $42 for the cattle "in the beef". The packer
pointed out that packers! costs of operations do not differ markedly
and that the wholesale market they face is essentially the same. The
packer!s point was this--that another packer could not continually
pay exorbitant prices on a carcass basis unless this were being offset
in some other way. Variable weighing and grading procedures were
suggested as the means by which this was being done. This perception
of activities in the market was echoed by one of the large commission
firms under completely independent circumstances.
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In addition to uncertainties of weighing and grading procedure,
there is the added problem of maintaining identity of the carcasses.
At present, there is no effective means of removing these possibly
important uncertainties.

Two elements of activity which have been largely ignored in
discussion of producer activity are those of time and product speci-
ficatione It might be observed that producers have up to 30 days
leeway in making their decision to sell slaughter animals. The time
aspect of any attempted production adjustment is perhaps more important.
If favorable live cattle prices prompt producers to bid up the price
of feeder cattle, feeder cattle producers begin to show a quantitative
response after one year of favorable prices. The response after two
years is even more evident, and the adjustment has largely run its
course by the end of the third year.1 Considering the time required
to finish steers or heifers, up to five years are required for the
producer to adjust the level of production. Adjustment in the type
of animal produced, except within the attainable variations of varying
feeding programs, might take even longer.2

The product specification element requires little attention
here. Federal grades, which have been discussed at various points,
provide the basic means of product specification in both live and car-
cass methods of sellinge. When the carcass method is employed, there

is no need to estimate grade as is true with the liveweight methods.

1John Ferris, "Factors Affecting Beef Prices," (Manuscript in
progress, Department of Agricultural Economics, Michigan State Univer-
sity)e

2From these time dimensions of production come the tendency
toward over response to price changes, approaching speculative levels
at times.
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The problems of estimation were discussed when packer buying activities
were examined. Producers are the selling counterpart. The extent to
which packers are capable of buying to meet retailer specifications
without equally detailed descriptive standards for the live animal
is, as noted, questionable. Iiention was made of the lack of adequate
incentives to producers as a result of the absence of rigorous and
refined descriptive procedures, criteria, and standards.

Federal grades are important components of reports covering
live cattle trade activity. Typically, grades are divided into thirds
and labeled high, middle (or average), and low (as for example, high
Choice, middle Choice, and low Choice). In interpreting these reports,
producers! ability to grade their cattle will be an important deter-
minant of the value of the reports. Buyers were observed to make
errors of significant megnitude and producers are no more proficient
as graderss Consequences of producer sales activities might thus
be measured in terms of price while errors in grade estimates could
be the causal factor in any deviations from expectations. These and
other considerations which relate directly to market news activity

will be given detailed attention in Chapter V.
Evaluation

A brief evaluation at this point serves two purposes. First,
it is a fitting climax to attempts in this chapter to present basic
activities in the marketing of beef in such a manner as to reveal

fundamental communicative dimensions of the systeme. Second, evaluation
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of the system's communicative capacity should develop a discerning
attitude toward market news activities, to be examined in Chapter V.
Evaluatory emphasis will be on the general or overall shortcomings of
the system.

Evaluation of a process such as the marketing of beef is cir=-
cumscribed by inability to attain realism, in presentation and subse-
quent evaluation, via verbal procedures. The most productive approach
would seem to be an attempt to record the fruits of a mental conceptual-
ization of the process in its entirety. Attention is drawn to Chapter
III, especially pages 110-35, which provide the basic criteria to be

employede.

Absence of Provisions for Feedback

Feedback permits the decision maker to review the consequences
of his decisions and make needed adjustments. There is at present no
effective feedback loop from consumers to producers which would permit
evaluation.of productive efforts as culminated in the producer's
selling decision.1 Adjustments which occur are those motivated by
transfer of price signals back through the systeme Typically, a
substantial time lag is involved as the producer seeks to determine
the implications of observed price variations, identify their cause,
and relate them to level or type of production. At best, the "signal"

has a hazardous course to rune

1There is room for argument that none is needed.s The producer,
after all, judges the consequences of his decisions on the basis of
his experiences in the live cattle market. The purpose of feedback,
however, is to facilitate adjustment. Accurate indications of occur-
rences at the consumer level would speed productive adjustments and
eliminate the lag (and as will be seen, possible distortion) when the
indications must be filtered down through the system.
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Increased interest in the wholesale beef market, and information
from this market, constitutes something of a substitute. However, the
effectiveness of this as a feedback possibility varies with (1) the
retailer's ability to accurately interpret consumer demand, (2) the
ability of the producer to identify the causal factoer in price changes
in the wholesale market, (3) the possibility that retailers might
incorrectly interpret such indicators as increased consumer expendi-
tures as a desire for more services, and (4) the producer's ability to
relate changes in product demand as evidenced in the wholesale market
to his own activities. The possibilities are not very excitinge.

There are feedback possibilities at most of the other junctions
in the systemes Often, they are limited in capacity and situation
oriented (as when the packer provides information on the carcass
characteristics of the producer!s cattle) and are seldom employed to
the extent which would be desirable. When used, effectiveness is
reduced by other attributes of the system which are to receive non-

favorable evaluationse.

Inadequate Means of Product Description

Federal grades appear inadequate as a descriptive terminology
due to their lack of consideration of important value related attri-
butes of beef carcasses and beef cutse The importance of the lack of
an adequate set of standards for purposes of product description and
as an indicator of value cannot be overstated. This becomes, because
of its relation to many other important dimensions of the system,
one of the most serious obstacles to effective communication processes

in the marketing of beef.
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The federal grade standards correspond to consumer criteria of
choice only in a very general way. Retailers must evaluate consumer
preferences, must identify the actual trends or changes, without benefit
of a standardized descriptive or classificatory base. Any errors
made are then incorporated into a more detailed set of specifications
for purposes of procurement. Further complicated by the many differ-
entiated demands for beef, which are combined into a heterogeneous
set of classifications, packers must interpret the demands of retailers
and convert them to a procurement pattern for the live animale. But
most of the live animal trade is on a live basis. Except for those
exchanges made on a carcass basis, both grade and any other indicators
of value must be estimated via physical inspection of the animal,
Errors of considerable magnitude are made. The producer must estimate
grade and other characteristics which appear related to values

Under these conditions, there is little assurance that the beef
cut indicated by the consumer as being desirable will have impact at
the producer level and motivate desirable types of productione. Even
if there were a sufficient and operative descriptive terminology, one
must bear in mind that meaning (and therefore the motivations for
adjustment) is in the participants, not the words. The message has a
hazardous course to run at best. Inadequate or incomplete terminology
compounds the likelihood of error, perpetuates a static and non-

responsive systeme

Variable Conditions of Exchange
Freely negotiated transactions are theoretically powerful means

of promoting orderly and coordinated activitye. This is true in practice
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only when the conditions of the exchange are known and equally well
understood by both seller and buyere.

In the present system, the point at which these conditions are
least likely to be met is in the live cattle market. Sufficient
discussion has been given to indicate how lack of awareness of all
costs on the part of the seller, when selling via carcass grade and
weight methods, might lead to incorrect decisionse. This method is
one of the most attractive features of direct selling because it
eliminates the need to estimate grade and live-to-dead yield. Because
the conditions of sale are not fully understood, a "false" price
relation between direct and terminal (as non-direct) methéds of
selling can result. Such conditions could prevail only because of
incomplete communication of information concerning conditions of
exchange and their possible consequences. Further implications arise
from the fact that (1) incidences of such happenings are often pub-
licized within the industry and inhibit development of what could be
a progressive step in selling, and (2) the capacity of price as a

director of activity is reduced because price is in effect biased,

The Limited Role of Price

Sole dependence cannot be placed on price as a regulator and
coordinator of marketing activitye. Price can accomplish such a
herculean task, if at all, only when a number of conditions are mete.
Two of the more important of these, complete and unambiguous product
identification and complete understanding of the conditions of
exchange, are not always met in the marketing of beef.

Consider a buyer and seller, at any moment in time, who "success-

fully" bargain the transaction of a supposedly specified producte. If
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in fact the two were thinking of two (even slightly) different products,
one party or both will be hurt by the result. Suppose the seller
differed in that he did not recognize one attribute which affects

the value of the product at some other point in the systeme. The
incentive he receives, the price signal accruing from the transaction,
will be incorrect by the value added or detracted by the unrecognized
attribute. By allowing time to vary, another result of inadequate
product description may be notedes The packer must relate procurement
of the live animal to the dictates of his outlet. A time lapse is
involved, but may be ignored by assuming all price expectations are
corrects Price for the live animal may vary with supply, but this

is a "proper" variation in price. However, price cannot effectively
direct or coordinate packer activity in this sphere of activity if
the packer cannot relate (cannot describe) the attributes of the

live animal to needs of his customers in the wholesale beef market.

In theory, an error would result in a price adjustment the next time
purchases are made. But the following purchase will face the same
burden--the necessity of guessing the attributes of the product being
purchased.,

The impact of conditions of exchange hardly needs further atten-
tione. Inability to recognize the "costs" of varying weighing prac-
tices (the condition of exchange previously discussed)or varying
grading practices may artificially inflate or deflate the transaction
price so as to rob it of any effective directive capacity.

Price is further burdened as a coordinator of activity, a con-

veyor of information, by the heterogeneous nature of beef as a product.
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There are many types of beef, confronted with different demands. This
means coordination is required at any one point of time or at any
stage of product preparation across the different types of beef,

Of course, price variability may prove detrimental to the
communicative ability of participants. Before adjustment to a price
change will take place, considerable time is often required before
a trend (which merits adjustment) can be differentiated from a short
run fluctuation (which often does not).

Out of the complexity of the system, with its inherent variability
and often indeterminate pricing processes, arises$ other obstacles to
effective communication. Speculative activity is one. Especially
noticeable at the producer level is the tendency to overreact to a
price change once the change is perceived and ruled importante. Not
unrelated to this is the "identification problem"., Price may be seen
to change, but the system participant is often ndt able to isolate
the causal factor. Appropriate adjustment may be in one direction if
the price change is due to a shift in supply, in another or even the
opposite direction if due to a shift in demand.

The various comments on price, and the effort has been far from
exhaustive, lend solid support to some important implications to the
communicative capacity of the systemes Price is an important conveyor
of information, a message which is always noted.s It should be clear

by now, however, that price may convey the wrong message. Equally

clear is the obvious fact that it is not price per se which causes
such a situation, but the nature and operation of the system from

which price evolves.



“




185

Perceptual Inconsistencies

Among the requisites of effective communication presented in
Chapter III was one concerning the need for consistency in the per-
ceptual fields of the source and receiver. This requisite is violated
countless times in the beef marketing system, usually because of the
apparent inability of participants to establish a sufficiently broad
perspective. One basic example is presented here. Others will be
incorporated into Chapter VI.

Considerable attention was given the impact that marketing
agencies might have had on participant activities in the live cattle
markets The commission firm has been active and outspoken in this
regarde The role of the commission firm is precisely that of the
C-role performer as discussed in Chapter III. It was noted there that
the C-role performer will survive only as long as the receiver is in
need of him to, among other things, assist in the evaluation of
information coming from one or more sources. The parallel is made
complete by identifying the producer as receiver and the packer,
news reporter, researcher, etc., who have informed the producer
concerning nonterminal methods of selling, as sources.

The role of the commission firm has been threatened and the
reaction has been to denounce direct selling as non-competitive,
etce Missing is any strong effort by the commission firm to establish
what its role might be in a structural system in which most sales
are directs At least two altermatives appear to be open which would
help insure the viability of the commission firm and contribute
greatly to the sysfem as a whole. First, there is the possibility

of acting as an intermediary between the producer and the packer in
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negotiating the sale of cattle to be moved direct. Such services are
known to have been requested of commission firms, especially in those
areas where the production unit is relatively smalle. As yet, the
commission firms have made little response.1 Second, the commission
firm might prove to be both an acceptable and effective supervisor

of the weighing practices, grading practices, etc., which appear to

be so variable in direct and especially carcass grade and weight sales.
Though they have denounced these practices, cormission firms have made
no concerted effort to become a part in correcting the situation,

This apparent misperception of role hinders the communicative
capacity of the system by creating confusion and antagonisme. In
addition, any contribution which might have been made by not only
identifying supposedly inequitable practices but in taking positive

steps to improve the situation has been loste.

1Even when such attempts at adjustment have been made, there are
indications producers are not ready for the change (even though they
may have requested it)e. Unwillingness to commit supply is one source
of reluctances. A large cooperative selling agency in the lMidwest
reported the lack of success in such efforts on their part. They
suggested that given the present 'structure, their role might well be
one of assisting producers located far from any important terminal.






CHAPTER V
APPRAISAL OF SUPPLEMENTARY INFORMATION SERVICES

To this point, emphasis has been on the marketing system as a
wholes, Attention will now be turned to appraisal of those services
designed to supplement the informational flows inherent to the system.
Their level of attainment as effective communication systems are
important determinants of the nature and relative efficiency of the
beef marketing system.

The services to be considered are those of the USDA (Federal-
State Market News Service) and the National Provisioner, Ince. The
USDA is the most important source of information in the live cattle
market. Efforts to report activity in the wholesale market for beef
have come largely in the last five to six years and are increasinge.

The Provisioner's "Yellow Sheet", a commercial report, is the most
important source of information concerning wholesale exchange activity.
Appraisal will begin with USDA activity in the live cattle

market. USDA and Provisioner activity in the wholesale market will
then be considered. Next, attention will be paid the emerging
"problem" in pricing as.the relative volume of live cattle sold

through terminal markets continues to decline. Also due for considera-
tion is the possible impact of increasing formula pricing, with the

"Yellow Sheet" as base, in the wholesale market. Finally, the
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services will be briefly evaluated concerning their apparent ability

to fulfill the needs of system participants.
USDA Activity in the Live Cattle Market

The Livestock lMarket News Service is a branch of the Livestock
Division of the Consumer and Market Service, USDA. Direction and
coordination begins at the Washington office of the Branch Chief, is
facilitated by area supervisors, and is culminated in the form of
reporter activity on markets throughout the country. All offices are
connected via the leased teletypewriter lines.

After consulting with the Washington office, a total of 28
market news offices were selected as important in reporting exchange
activity in fed beef. A questionnaire was constructed and sent to
these 28 offices.1 Of the 28 questionnaires, 20 were completed and
returneds One reporter refrained from answering because fed beef
was not sufficiently important in his area. Since there was some
question as to whether this particular office should have been included

initially, the "population" was reduced to 27 offices.

Evaluation of Questionnaire Results

Care was exercised in evaluating the questionnaire results for
several reasonse. First, the area is not highly amendable to question-
naire techniques. The technique was used as the only feasible alter-
native given the scope of the project as a whole. A second and related

reason for care is intermarket variability. Since the questions

1A copy of the questionnaire is included in Appendix I.
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concern reporter activity, there is need for realization that different
responses might evolve from differences in interpretation.

Several safeguards agdinst such possibilities were taken. First,
the results vere appraised against the background of considerable
exposure to the marketing of beef cattle and dressed beef. Over a
year of specific study included interviews and interaction with system
participants from the producer to the packer. Interviews with
producers, marketing agencies, and packers were conducted in Michigan,
Illinois (Chicago area), Iowa, and Nebraska (Cmaha area). Time was
spent with reporters on five different markets.

Second, the questionnaire was discussed with personnel in the
Washington market news office in an effort to isolate those areas
where intermarket variability or different interpretations might cause
problems. Visits were paid to three important }Midwestern markets on
a follow-up basis (after the questionnaire was returned) to clarify
the interpretations which were employed by the reporters. The
reporter on a fourth Midwestern market read an earlier draft of the
questionnaire and suggested changes,many of which were incorporated.

Finally, and perhaps more importantly, is the nature of the
evaluation which was conducted. The results were examined for
indications of shortcomings as a communication systeme. No statistical
procedures or quantitative measures were employed--the level of
measurement is hardly sufficient for suche. Isolation of possible
problem areas, not meaéurement of their magnitude, was the objective.
When questions were considered which might have been interpreted in

different ways, every effort was made to indicate those possibilities.
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Three different but related aspects of reporter activity were
selected for examinatione First came a look ;t reporter activity as
related to, and affected by, the operating environmente. Following
this, the reporter'!s perception of the receiver and the receiver's
operating environment was considered. Third, more diréct attention

was given reporter activities.

Cperating Environment of the Reporter

One important dimension of reporter activity is the organizational
structure of the Market News Service and the corollary procedure of
operations As noted earlier, the source cannot operate without being
affected by his social and environmental surroundings. The hier-
archical structure of the lMarket News Service largely defines the
role of the reporter. Reporters! perception of the prestige and
importance afforded them by other participants in the system affects
the enthusiasm with which role performances are conducted.

Service administrators stress standardization in procedure.
Standardization in terminology and the general order of message (report)
construction is considered necessary for valid intermarket comparisons,
and rightly soe. However, the dividing line between standardization
of procedure and a static system is difficult to recognize, and an
effective median approach is difficult to maintain if recognized.
General procedure for the reporter is established via operational
directives, maintained at each office in the form of the Reporters
Handbooke Theoretically, the directives establish procedural guide=-
lines and leave sufficient flexibility for the reporter to adapt to

evolving situationse.
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reporters were asked to choose those alternatives which best
described their view of the position they held (Question I-1O).1
Nineteen of the 20 indicated they considered the position a challeng-
ing one (alternative b). This alternative may have been viewed as
an "obvious"answer, but personal interaction with reporters suggests
they do consider their position important. Ilore important, perhaps,
is their perception of the views of others. Twelve of the 20 reporters
responded to one or both of the alternatives (c and f) which indicated
they felt their position was given less prestige or importance than
was deserved.2 Nine of the 12 rated their chosen alternatives as to
importance and seven of these nine attached major importance to the
alternatives relating to prestige.

Technically, "prestige" refers to the value placed on a position
in a system, regardless of who occupies the position. "Esteem" is
the value placed on a person, regardless of the positioﬁ he hoids.
Esteem does not seem to be the probleme Ten of the 20 reporters

reported having been questioned during the past year concerning their

1The appropriate questions will be introduced in this manner as
the various areas are discussed. In general, those alternatives which
are basic to the criteria of evaluation will be stated in the dis-
cussione For a more complete statement of each alternative, refer
to the indicated question in Appendix I.

2A note of caution is required here. Whether the reporter will
receive direct indications he is considered important (e.g., being
asked to speak before an interested group) will vary by markets.
Attention here, however, is on how the reporter feels the position
of reporter is viewed by others, not on the number of times he receives
or does not receive such direct indicationss
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qualifications (Question II-8, part a). However, this should not be
regarded as serious questioning of their expertese. All reporters are
questioned in an indirect manner by buyers or sellers who ask them
to "guess" price after the sale has been made, etc. Typically,
reporters are adept at such procedures, check on their ability to
estimate grade almost weekly, and in general, are conceded their
experteses That they are considered trustworthy is obvious from
the interest of both buyer and seller in the reporter's appraisal of
the market as trade progresses. FReporters appear quite proficient
at establishing and maintaining an air of impartiality. Because of
these attributes, the "position" of reporter is favorably viewed by
system participants.1

The reporters! response apparently reflects their belief that
USDA market news activities as a whole are not given due credite. This
has long been a matter of concern. Producers in particular are prone
to use the reports conveyed by the mass media with little attention to
the originator of the reports. Commission firms base their news
letters on USDA reporting activities, and the producer does not always
recognize thise A recent publication indicates the relatively low
importance packers attach to USDA reports--but many use them.2 Overall,

the tendency is to take USDA market news activity for granted.

1As one reporter indicated, the view of others will be affected
by the person who occupies the positione. A favorable image as a person
serves, in this instance, to promote a favorable view of the position
as well.

2Organization and Competition in the Livestock and Meat Industry,
op.cite, pe 50, Table 5-1Z.
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More important than the source of discontent is the impact (if
any) on the reporter. TWo cross-checks were written into the question-
naire to giVe some indication of the impacte There was no apparent
relationship between such concern and the likelihood of reporters!
establishing contacts with information users to solicit suggestions
(Question II-6, part b).1 One of the possible impacts would have been
a decrease in initiative and enthusiasm concerning such activities.
Conversely, there was an apparent relation with a tendency to rely on
established procedure in reportinge Keporters concerned over the
prestige awarded them by others intended to rely heavily on procedure
established by superiors and/or other offices (Question II-7, alter=-
natives a and b)es The seven which had indicated most concern (through
their ratings) included the one reporter of 20 who indicated sole
reliance on established procedure and two of the four who rated these
alternatives above others which viewed the reporter as trying to estab-
lish and meet the needs of receivers (alternatives c and d).

Seven of the 20 reporters indicated they had not initiated con-
tacts with information users (receivers) to solicit suggestions within
the past year (Question II-6, part b). Most of these negative replies
came from offices which do not mail reports. Those offices which mail
reports revise their mailing list yearly and ask for suggestions at
that time. Many of these gave "revision of mailing list" as the only
reason for such contacts. One feporter who reported no éuch contacts

suggested it was the perogative of administrators to say when such

1As will be observed later, reporters do not exhibit great
initiative in establishing such contacts. However, those reporters
concerned about the prestige awarded their service were no more
deficient in this respect than the remaining reporters.
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contacts should be mades.

Eleven reporters reported having made adjustments within the
past year at the direction of administrators (Question II-5, part c).
Most of the adjustments concerned changes in time of reports, adjustment
in the way the report was written (apparently to conform more closely
with standard procedure), and changes in use of live animal grades to
conform to changes in the carcass grades. Three reporters mentioned
efforts to get yield grades into the reports and changes in the method
of reporting carcass grade and weight sales to prevent confusion
(apparently over varying weighing conditions). Eight reporters indi-
cated they had not passed any suggestions from information users to
administrators within the past year (Question II-6, part d). Signifi-
cantly, five of these eicht reporters were among the nine who indicated
they had made no changes during the past year as the result of
administrative directives.1

These relations suggest that the task of recognizing the need
for change and effecting needed adjustments is retained in the hands
of administrators. This has established 2 role for reporters, which,
with few exceptions, neither requires nor motivates the reporter to
interact frequently with information users concerning their needs and
how they might best be met. Conversely, 18 of 20 reporters indicated
activities within the past year to promote the use of their efforts by

parties to the marketing process (Question II-8, part b).2 Invariably,

1The five offices are widely dispersed geographically, spanned a
wide range as to volume, and included offices with emphasis on both
range and terminal sales.

2 - . .
The two remaining reporters made no response to this questione
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the reasons given involved the desire to increase dissemination of
reports, acquaint more persons with their availability, get fullest
possible use of the reports, etce. Apparently, much more emphasis is
placed on expanding coverage and dissemination than on interacting
with users concerning the value of the reports being disseminated and
how they might possibly be made more valuable.

The location of the responsibility for recognizing needed adjust-
ments and the authority to enact adjustments is largely immaterial, so
long as needs are recognized and needed changes made. Effective
provision for feedback facilitates the recognition of such needs and
possible adjustments. Viewed overall, replies to several of the
questions have indicated the absence of any concerted effort to
promote feedbacke The reporter does not see as part of his role efforts
to interact with receivers and pass on information to administrators
concerning needed changes in procedure, etce. Yet, the reporter would
seem‘to be the most logical means of maintaining rapport between the
administrators of market news activities and the various receivers
of disseminated information.

Inadequate provisions for feedback erect a number of barriers
to effective communication. A lack of complete understanding of the
receiver and how his needs might best be met is a potentially impor-
tant barrier. Concerning the current discussion, two tentative
conclusions are drawne. First, if the basic responsibility of need
recognition and adjustment is to be retained by administrators, their
task is made unnecessarily difficult by failure to use the reporter

as a means of feedback from receivers. Second, and more hypothetical
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in nature, the absence of obvious interest by reporters in the needs
of their receivers may be one causal factor in the apparent lack of

prestige awarded USDA market news activity as a whole.

The Reporters! Perception of Leceivers

The effective source must understand the needs and capabilities
of the receiver, must recognize the implications of the social system
within which the receiver operates. Berlo suggests that "If we limit
our discussion to effective communication, the receiver is the most
important 1link in the communication process."1 Concern has been
evidenced over the apparent absence of direct efforts by the reporter
to interact with receivers to improve understanding. At a slightly
more general level, perception of the setting within which the receiver
operates is important.

Rleporters were asked to indicate and rate by importance those
parties they consider users of the information they disseminate
(Question II-5)s. The question was developed with three purposes in
minde The first interest was in the ability of reporters to differ-
entiate between users of information and the mass media, which were
offered as alternatives, as transmitters of information.2 Whether
such ability should have been expected is questionable. At any rate,
only one of the 20 indicated the mass media were'not users, but were
means of conveying information. The remaining 19 all indicated the

mass media as userse.

1Berlo, opecite, pe 52

2Included were radio, television, newspapers, and the wire
services, AP and UPI.
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A second interest was in the relative importance given the mass
media if they were included. The validity of the answers concerning
this issue was nullified by the perspective adopted by reporters in
answering. The follow-up interviews clearly indicated that the mass
media were rated high in importance (when marked) because they were the
means of getting the information to producers. 3Since the concern was
whether the demands of mass media were given too much attention in
preparation of reports, such a perspective in answering destroyed any
significance the replies might have had.1

A third interest was in the relative importance given the various
participants to marketing activity, the users of the information.
Eighteen of the 20 reporters rated producers as first in importance.
0f the remaining two, one suggested all were of equal importance, and
the second rated producers and packers of equal importance. Ignoring
the ratings given the mass media, commission firms, packers, dealers,
and auctions were generally rated next in importance. The order
varied, with some indication the reporters emphasizing direct sales
considered packers relatively more important.

Too much emphasis on any one participant, such as the producer,
may inhibit effective assistance to all participants--including the
producer. Consierable attention has been given the interrelated
nature of the system and in establishing the perspective that develop-
ment at any one level of activity is predicated on development in

related areas.s If the producer is the most deserving of assistance,

1A later question, written in as a cross-check for this intended
evaluation, will permit examination of the impact of the demands of
the mass media.
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the effective way to provide that assistance is to faciliate informed
decisions and activities throughout the systeme In particular, given
the capacity of the packing industry and the need for meeting
operational requirements, any means of reducing the uncertainty and
variability confronting the packer is likely to improve the producer's’
positione

leporters were quéried concerning their perception of how
producers employ the information in their decision processes (Question
II-1O).1 Ten of the reporters selected &n alternative indicating
producers use the information in conjunction with costs of marketing to
choose among markets and decide how much more he would receive on the
chosen market (alternative b). Only four selected the alternative
suggesting the producer seeks to establish probable prices and returns
at the various markets and choose the market most likely to yield a
reasonable, not necessarily the highest possible, return (alternative c).
This alternative may have been deemphasized because no explicit mention
of costs was made. Only three reporters chose both (b) and (c), a
combination which would permit intermarket comparison in terms of
probabilities. Based on interviews with producers, the use of

subjective probabilities is widespread.

Operational Procedure of the Reporter
Reporters vere asked to select those alternatives which best

describe the manner in which their efforts are organized and conducted

1In examining the responses to this question, alternative (d) is
ignorede The follow-up interviews indicated some reporters interpreted
the "evaluation and/or interpretation" part of this alternative as
suggesting they would them be trying to make the decision for the
producer.
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(Question II-7)e. Reference was made earlier to part of the alterna-
tives, namely the two indicating emphasis on procedure as established
by superiors and reliance on 6ther markets (alternatives a and b).
Among the other relevant alternatives was one which emphasized the
reporting of facts and allowing the receiver to choose the needed
information (alternative c¢) and two which emphasized attempts to
understand and meet the needs of receivers (alternatives d and e).1
rneliance on established procedure and emphasis on reporting facts

are both desirable traits--when in the proper perspective. Neither
should be given sole emphasis at the expense of efforts to understand
and meet the needs of receivers. One or both of the alternatives
suggesting the use of empathy (d and e) were chosen by 13 of the
reporterss The alternative concerning reporting of facts for receiver
choice was selected by 15 reporters and on 12 of these occasions, the
alternatives were rated as to importance. "Reporting facts" was chosen
alone by three reporters, rated first in jimportance among several
alterratives by three otherses On six of the 15 occasions when selected,
this alternative stressing the reporting of facts was not accompanied
by either of the two alternatives stressing efforts to understand the
needs of receivers (alternatives d and e). Often,accompanying alter-
natives were those emphasizing established procedure or activities at

other offices.

1More specifically, (d) and (e) were intended as highly simpli-
fied expressions of the inference and role-taking theories of empathy
respectively. Berlo emphasizes that man uses bothe Berlo, op.cit.,
pe 127. Thus, selection of both (d) and (e) would not be surprising.
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Six of the 20 reporters thus placed emphasis on reporting facts
for receiver selection and in a manner corresponding to established
procedure, activities in other offices, or bothe The two alternatives
stressing the needs of receivers were ignored in spite of the fact that
the procedures they entailed were suggested "subject « « o to pres-
cribed operating limits." Again, it appears some of the reporters do
not see efforts to understand the needs of receivers as part of their
role.

Emphasis on standardization continues to emerge. Regarding one
aspect of standardization, reporters were asked how they handled
atypical cattle in forming a representative price range for a certain
grade and weight range of slaughter steers (Question II-1).1 Eleven
of the 20 reporters chose one or more of the alternatives which specifi-
cally stated the atypical lots were to be ignored and presented no
qualifications (alternatives a, b, or c). Seven either qualified one
of these alternatives or employed the open-end alternative. Typically,
the qualifications suggested a price range be used for the bulk of the
cattle and the atypical lots be separately described with comments
such as "few lots at (price)"; Cne reporter chose to adjust the price
range to include the atypical groups (alternative d).

There are several ramifications of this apparent lack of standardi-

zatione. First, the validity of intermarket comparisons is affected.

1What cattle will be considered "atypical®" will vary from market
to market and with the seasons of the year. This was indicated in
stating the question and reporters were asked to accept the existence
of atypical lots of cattle when such were referred to in the questione.
In responding to question II-2 (a related question), no reporter
selected fewer than three of the alternatives presented there as
potentially indicating atypical lots which could lead to a price dis-
count.



.
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Might the producer choose market X over Y because the reporter at Y
indicated "several lots" at a lower price? The same thing could have
held in market X, but was not mentioned. Second, ignoring the
atypical lot means the producer who has a particular type of cattle
which might subsequently be discounted is not informed, nor is the
packer who needs this type of livestock. Related to this, only two
reporters gave any indication they would identify the reasons for the
discount in their qualificationse. This tendency is observed in actual
reports wnere weisht (especially extreme weights) is usually the

only physical characteristic employed in explaining prices which vary
from the "bulk" price. The result is that the producer or packer must
be very familiar with the market in question to be able to tell what
caused a lower price in a qualification such as "several lots « « o'

Reporters rely on their own judgment plus éonfirmation from
buyers and sellers in establishing a call of market price in terms of
the previous session (Question II-3). Most reporters accept buyer
and seller comments with reservations and attempt to check with the
other party in a sale. One of the reporters depended entirely'on
selecting typical lots of cattle and observing the price change
(alternative c).

Demands of the mass media appear to place restraints on reporters!
efforts to make their reports as free of ambiguity as possible. Thougch
many reporters appear to recognize the usefulness of procedures which
could be called redundancy, their efforts to employ them are restricted
by mass media demands for a short report. Thirteen of 20 reporters
indicated they would prefer to add words, phrases, or arrange construc-

tion of the report to minimize the likelihood of misunderstanding
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(Question II-9, alternatives b, d, or these in combination with c¢)e.
Seven of the 13 also indicated they tried to make the report "as
complete and clear as possible, subject to mass media demands for a
éhort or brief report" (alternative e). Six of these seven reporters
rated the alternatives as to importance, and alternative "e" was
rated first in importance each time. Two other reporters'placed sole
emphasis on doing their best in the face of mass media dictates; a
third suggested the reports were tailored to mass media requirements.

Apparently, the mass media exert influence on reporter opera-
tionse The inability of reporters to recognize that the mass media
are not users of information may be one contributive factor to this
situation. If this undesirable influence is continued or increased,
the problem of choice of channels will become important.

One of the more important aspects of reporters! operations is
the use of terminology in calling the trend in a market in terms of
the previous session. Producers pay particular attention to these
indications of trend. Consequently, standardization in interpretation
and use of the terminology is important (given the choice of a termi-
nology)e

In addition to its importance, this is a difficult area to evalu-
ate. The approach chosen was to indicate the market situation on a
"first day-second day" basis and ask the reporter to select alter-
natives best describihg the change or trend (Question II-11). An
open-end alternative was provided to permit the reporter to qualify
his response if desired. lNMany factors affect the price of slaughter
steers and heifers. The market situations were described in terms of

steers by grade, weight, and price. No indication was given con-



o v - *
. < N h
. . . e . h N
.- . .
. .
. .
. .

. B . . -
: 13 . . - . :
- . - I3 . .
. B
. N
. . , N
. - . . s N
N N . . “ - . 4
T . ' o . : T
. - . . - N < .
. . . - :
. 13 ~ - - , . N P




203

cerning the yield of the cattle and this prompted concern over the
validity of comparing responsese. Consequently, careful attention was
paid the interpretation given this question in the follow-up interviews.
The three reporters who were interviewed after completing the question-
naire indicated they interpreted the situations only in terms of the
information provided in the statement of the market situations without
bringing in other variables such as yield, time of day when most sales
were made, etc. Nevertheless, the responses to four of the five parts
of this cuestion will be provided in detail to help insure against
fallacious conclusionse

Part (a) was worded so as to indicate a trend in price the second
daye. Early sales on the second day were at a price equal the price of
most of the first day sales, but a price of 50¢ per cwt. lower began
to appear consistently later in the sessione. Grade and weight were
held constant for the two dayse. Fifteen reporters chose a specific
alternative (as they were requested to do) before writing in their
qualification or preferred call--if anye. The pattern of responses was

as follows:

Alternative humber responses Qualifications
Vleak to 50¢ lower 10 "Steady early and weak

to 50¢ lower late" or
its equivalent occurred
5 times; 2 suggested
"steady to 50¢ lower"
as a possible alter-
native

Weak to 25¢ lower 1T eeee-
Steady 3 eaea-



)




O~

Mostly steady, instances
lower on high Choice
steers late; Steady to
weak; High Choice weak
to 50¢ lower after
steady opening; Steady
to 50¢ lower on late
trade; Generally
steady, few late sales
high Choice steady to
50¢ lower; Steady to
50¢ lower

No specific alternative

Part (b) presented a situation in which high Choice and Prime
steers were sold on the first daye. (n the second day, mixed high
Cnhoice and Prime were sold as well as Prime and high Choice separately.
The price of Prime was held constant, with high Choice showing some
sales lower than the bulk of high Choice sales for the first day. The

pattern of responses was as follows:

Alternative Number responses Qualifications
Steady 12 Possibly "steady to

weak" (mentioned did
not know dressing per-
centage); Steady
(assuming no more than
a 3 - 1 percent differ-
ence in dressing per-
centage between the

two days)

Steady to 50¢ lower
Steady to 50¢ lower
Steady to 25¢ lower

Weak to 25¢ lower
Weak to 50¢ lower

No specific alternative

- = O

Part (c) was poorly worded. The range in prices the first day
was too broad and three reporters expressed concern over the reason
for the low beginning point of the range for the first day. There was
also some concern over the extent of the excess fill and bruise damage
(mentioned in the statement of the situations). Therefore, the results

will not be presented in detail. One conclusion can be drawn, however.
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Seventeen of the 20 reporters chose "steady" as the alternative.
Examination of the situation presented suggests that the "atypical"
cattle were ignored in choosing this alternative, confirming the
previous resultes The lack of standardization is again noted as three
chose cther alternatives and one qualified the call and indicated
preference for "steady to 50¢ higher".

Part (d) presented a situation in which the second day differed
only in that cattle owned by a producer selling on the market for the
first time received a discount of 50¢ per cwt., The pattern of responses

was as follows:

Alternative Nurber responses Qualifications
Steady 15 Bulk of high Choice

mostly steady, few
loads 504 lower;
Steady to 50# lower
(Though not cqualifi-
cations, the following
comments wWwere made:

An out-of-line sale;
Buyers are name buyers
versus cattle buyers;
Buyer out-maneuvered
seller--should have

no bearing; Would not
happen on this market)

Weak to 50: lower 1 Steady to 50¢ lower
No specific alternative 4 Three times: liostly
steady, instances 50;:
lower; Steady to 504
lower, mostly steady
Part (e) was the most straightforward of all. On the first day,
most sales vere at $27.50 with the range $27.00-328.00. On the second
day, sales were primarily at $28.00 with a few loads reaching $28.50.

Grade and weight were held constante. The pattern of responses was as

follovs:
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Alternative Number responses Qualifications
50¢ higher 10 Mostly 50¢ higher--

some $1.00 higher than
low side of first day

Strong to 504 higher 2 ceaaa-

Strong to $1.00 higher 1 Fully 50¢ higher (If
$28.00 cattle were
comparable to $27.00
cattle of first day,
could be 50¢-$1,00
higher. Need to know
dressing percentages
and number of loads
at each price)

No strong and highly definitive conclusions will be drawn from
this question. The results have been indicated and attention paid
the possibility of different interpretations by reporters. The three
interviewed on a follow-up basis indicated this was not likely to be
the case, However, it should not be assumed they speak for all report-
ers. Two or three instances were noted in which a reporter indicated
they would prefer information on yield and in absence of this infor-
mation, assumed negligible variations in answeringe.

There is certainly sufficient basis to conclude that reporters,
when presented with the same situation, will interpret that situation
differently. If this is true, then the converse may also hold.
Reporters, when employing the same terminology, may be referring to
somewhat different situations and/or trends in the market. This is
especially true when the reporters must deal with the other variables
which were apparently largely eliminated in a simplified statement of
the market situations. If there is indeed variation among reporters,

then the questions of (1) variation in interpretation among receivers,

and (2) variation between reporters and receivers emerge. The situation
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which prevails supports the previously voiced contention that meaning

is not in words, but in the users (source and receiver) of those words.

The need for consistency both among reporters and between reporters and

receivers is obvious.
reporting Activities in the Wholesale Market

Evaluation of reporting activities at the wholesale level will
necessarily be brief., Complete reliance must be placed on interviews
with parties buying and selling in the wholesale market for beef with
secondary information playing a supplementary role. Activities at
this level will be described and resulting output appraised in terms
of the needs of market participantse.

The USDA reports dressed meat trade in both carlot and less than
carlot volume. Emphasis is on price by carcass grade and weight and
description of trends in terms of price. Information is obtained from
established contacts with chain store ouyers, jobbers, breakers, etce.
In the production areas, packers are important. In Chicago, much
of the needed information is obtained from brokerse. Reports are dis-
seminated via the mass media and weekly and semi-weekly written
reports.1

Tne following aré excerpts from the weekly mailed report from

Chicago:s

1Currently, the USDA is reporting trade in Chicago, New York,
Philadelphia, Oma2ha, Sioux City, Denver, San Francisco, Los Angeles,
Portland, and to a smaller extent, in Tulsa and Houstone Keports are
disseminated daily from Chicago, New York, and Philadelphia via the
mass media. West Coast reports are semi-weekly. On the smaller
markets, reports are weekly for local disseminatione.
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Chicago Weekly iieat Traae iteview--
Thursday, March 24, 1900--=Vole XLIX=-=12

Corlot volume

Compared to last Friday: Good and Choice steer beef strong to
50; higher « o« o heifer peef strong to $1.00 higher, Choice up
the mosts Opening trade was slow with prices averaging about
steady. However, extremely bad weather north and west of
Chicago curtailed live receipts and delayed many incoming

fresh meat shipments and this proved very bullish. At the
outset hindguarters, rounds, and loins moved well and
forequarter cuts, particularly chucks, were slow. However, in
the later trade all primel beef cuts met a fairly good demande.
Supply only moderate, most plentiful early, bulk grading Choice « «
Steer and heifer bveef: Choice steer 500-900 lbs. $44.50,

Good 500-800 lbse $41.00-342.00 « o o Choice heifer 500-700 lbs.
b“'f}o 50, Good WQOO—%‘l .00,

Less than carlot volume

Coupared to last Frida;r:s Steer and heifer beef unchanged « o« &
Cfferings in all classes of fresh meat were moderate for the
period to date. Choice was the predominant grade « « « With
somewhat more carcasses scaling 500-700 lbse. than 700-900

1tse o o « Trading in beef carcasses was slow every daye.
Tradinzg very slow and demand narrow for arm and square cut
chucks, prices declining 50;-%1.00 and weak at the downturn.
Denard only moderate for ribs « o o

Chicaro wholesale meat market ouotations (less than carlots)

(Choice) Steer Reef 500-600# 600-7004 700-8004
Carcasses $Hbe 50-47, 50 $Hlte 50474 50 1 504G 4 50
Hindauarters 51.50=54,50 514 50-54,50 51450=54,50
Rounds 524 50=554 50 524 50-554 50 524 50=554 50

Reporting activity by the "Yellow Sheet" is centered primarily
around the Chicago market. Detailed information on various packing-
house byproducts is provided in addition to information on fresh meat.
Emphasis is on carlot volumes and prices reported are "end of the
trading day" prices. Excerpts from the mail version of the "Yellow
Sheet" for January 3, 1906 are shown below:

Butcher cattle (carcass carlot), general rance

Heifers and steers market rather mixed, with some sales or
offerings Choice steers from last week's kill at somewhat
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lower prices and steady prices for current product « « «
Top half: Most movement Good heifers and Good steers
reported steady at quoted list, and also offered. A
number_of loads Choice heifers 500-700 lbs. sold at 385
Ce2efe Chicago and Chicago basis. Selected loads
brought 39#. Choice steers 500-700 lbs. and 700-800 lbs.
sold generally steady, especially for shipment Tuesday
and Wednesday « o »

U.S. grade carcasses

GCeneral rance Top Half
383-39 Choice steers 500-6004# 39
unquoted Prime steers 700-900# unquoted

Primel cuts--carlot (U.S. Choice and egual)

Heifers Steers
Fores, 500-~7004 33 334
Hinds, 500-700# LLL(% 14.7_47%

The two services were appraised with regard to procedure and
content of the reportse Though related, the two were considered
separately for purposes of convenience.

An air of controversy has surrounded the "Yellow Sheet" for
yearses Many charges have been levied at the rebort. usually concerning
the impact of the report on pricing processes at various levels in the
sjstem. The extent to which the charges are justified must largely
await a more specific analysise. However, the procedure by which the
reports are prepared should provide considerable insight into the
impact of this service on the system as a whole.2

Established contacts with buyers, sellers, and agents in the

wholesale market for beef provide the basis for the development of the

1Cost includes freight,.

2Much of the development concerning procedure will be on the
basis of interviews with system participants which provide information
to the "Yellow Sheet" and/or use the ensuing reports. "Yellow Sheet"
personnel are not available for in-depth interviews concerning their.
operation.
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"Yellow Sheet", Active daily in the market, these "contacts" are in
a pcsition to meaningfully evaluate the "Yellow Sheet" as a source of
information.

Packers are virtually unanimous in agreeing that the "Yellow
Sheet" is a report of the national carlot market for carcass beef,
Packer perception of the impact of the report then varies with the
nature--especially the size--of their operation. The national packer
generally indicates the report typifies the market in which they are
active. Though they may be critical of other aspects of the report,
they usually do not find serious fault with the price levels or ranges
in the report. They deal in volume and this seems to be the type of
market the "Yellow Sheet" best characterizes--the large volume market.
The smaller (not necessarily small) packer usually adopts a somewhat
different philosophye. A typical perspective is indicated in the
following paraphrase of comments by a large beef slaughtering specialist
in Towas

The "Yellow Sheet" covers only part of the market for
dressed beef. Prices for beef which is merchandised by the
seller are typically higher than even the "top hzlf" quote.
The quote for "top half" carcasses reflects, at best, the
market for commodity (non-merchandised) beef which is often
sold in multiple carlot volumes. The lower part of the
"gceneral range" price quote often represents beef which is
in some way undesirable--these transactions often being
handled by brokerse. « oI was asked by the "Yellow Sheet" to
provide information. Each time they contacted me by phone,
it was obvious that the prices I gave them were above what
they intended using in the report. In fact, the price
range in the report seldom "covered" the prices I was
receiving just by meeting the specified needs of my cus-
tomers. After about two months, the "Yellow Sheet" per-
sonnel quit calling us at all.

Another Iowa packer indicated that only the sale of undesirable

beef which he could not sell to regular customers, and which moved
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through a broker, was reported to the "Yellow Sheet"., The broker pro-
vided information to the "Yellow Sheet"; the packer did not. National
packers join in the concern over “Yelldw Sheet" emphasis on brokers
as a source of information. Most'agree brokeré handle a relatively
large proportion of "undersirable" beef. There are days in which
little beef is sold. A large proﬁortion of the total volume on such
days may be distress sales. Yet, because no volumes are reported,
these transactions become "the market" for that day.1
Cther packers reiteréted these positions. In many instances,
other points concerning the report were made. Instead of developing
these points in detail, the important aspects will be briefly summarized
as follows:
1. The "Yellow Sheet" is a report most characteristic of
the national carlot market for dressed beef, centered
in Chicegoe.
2e Price quotations in the report often do not accurately
reflect prices for smaller volume sales, for sales of
beef which have been effectively merchandised, or for
sales in outlying marke?s some distance from Chicagoe.
3¢ The absence of any indication of volume in the report
may lead to a situation in which relatively few sales

or sales out of necessity are taken as indicative of

1Provisioner officials have stated publicly that such sales are
not incorporated into the report. Lester I. Norton, "Market Know=-
ledge Via Daily Report Aids Entire Livestock-ieat Industry," The
lational Provisioner (January 18, 1964). However, it is difficult
to see how the conditions of sale could always be known. Perception
of packers who have been active in the market for years, who provide
information to the "Yellow Sheet", and who have seen such apparent
shortcomings of the report is not easily discounted.
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the underlying forces of supply and demand. This may
not be the case, but such a report may exert influence
on price and/or overall trade the following day.

4, Quoted price ranges often excessively broad because of
the considerable differences in value of carcasses within
the reported grade.

5« The quoted price by weight and grade groupings becomes
an "average" price for the grade and decreases the
ability of the system to reflect the value of the more
valuable carcasses and/or levy adequate discounts on
the less valuable ones (in the form of price).

From these observations emerge quite logical reasons for many
of the "paradoxical" situations which arise at various points through-
out the systems Producers are perplexed when tney see the packer
buyer pay more for the live animal (on a cost of the dressed carcass
basis) than the quoted price for such carcasses in the "Yellow Sheet',
In markets distant to Chicago, the animal is worth more than the
"Yellow Sheet" quotation. If the packer is not selling in the
national carlot market, tends to deal in small volume sales, and is
seeking to meet the needs of a local customer, the "Yellow Sheet"
may not be representative of the market the packer faces. Yet,
the packer is prone to use the "Yellow Sheet", especially when the
wholesale market is low and/or the supply of live animals is heavy,
in an effort to buy cattle at a lower price. Producers then adopt
the position that the "Yellow Sheet" is a tool of the packer, a means

of forcing down the price for the live animale. At another level,
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the retailer tends to point to a low market, as indicated by the
"Yellow Sheet", in trying to buy from the packer at a lower price--
and so it goes.

Thus, the "Yellow Sheet" does not seem to be free of communi-
cation problems. Not all are of its own making, however. Insofar as
the report is not representative of the national carlot market
because of the methods employed in gathering information or because of
disproportionate reliance on any one market channel (such as the
broker), reason for concern arises. Other problems emerge because the
report is used in situations where it simply is not appropriate. It
is used for purposes of convenience and often, because no alternative
is available. The report has not proven capable of providing the type
of communicative activity needed to enable the marketing system to
accurately reflect quality differentials in the form of price. The
tendency of the report to perpetuate an "average" price for all Choice
carcasses, for example, becomes a problem to the paéker seeking to
effectively merchandise Choice carcasses with desirable characteristics
and/or carcasses in less than carlot volume.

The USDA report is relatively new, is not used as widely, and
has been the recipient of less consideration by packers and other trade
personnel. This report must also rely on contacts with trade parti-
cipants for information on transactionse No volumes are reported.
Consequently, USDA activities face some of the same hazards which seem
to surround the "Yellow Sheet". Attempts to cover more of the trading
centers should méan availability of a report more nearly representa-

tive of that particular segment of the (national) market. Reporting
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trade in less than carload quantities facilitates the exchange process
for these smaller volumes, However, the problems relating to quality
variations within grade remain. Tendency toward activity on the basis
of an "average" price by grades reduces the likelihood of prices
ranging over tﬁe entire range of carcass value. A moment's reflection
suggests this becomes a bottleneck to attempts to effect coordination
vertically through the system. Absence of price differentials relating
to value-related variations in carcass characteristics means absence

of the motivation to produce the animal which will provide a carcass
with desirable characteristicse. Paradoxically, this is implying more
price variation within grade is needed. Of course, any bad connotations
arising from "price variability" would disappear, along with the
variability, if the value-related attributes were identified and
pricede.

Having examined briefly the procedure of the two services,
consideration is due the content of the reports. Do they meet the
needs of those active in the wholesale beef market?

Packers agree on the two basic sources of uncertainty confronting
their operation--variability in the available supply of live animals
and variable conditions in the wholeszle market. To bring some
degree of order to the wholesale market, the packer needs indications
of the effective supply and demand forces at work in the market. The
reports supply neither. In addition to indications of price and
general comments concerning the strength of demand and the nature of
supply, the packer needs more specific information. What proportion
of the buyers were actively bidding in the reported session and what

proportion of the sellers were active--such information would be useful.
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Too, what was the breazkdown among active buyerse. If retail chains
bought heavily, the packer might feel the need to investigate the
possibilities through other outlets more thoroughly. Information on
the breakdown of sellers who were active (by size, degree of special-
ization, etc.) would permit the packer to better judge the competition
he might face in the upcoming session. Needless to say, buyers could
use such information. The better informed the buyer or seller, the
more likely they are to move in and out of the market in a manner to
promote price stability. Without such information, the packer nmust
form his expectations concerning forthcoming supply and demand situ-
ations largely on the basis of output from his own informal informa-
tional system.1 This requires estimates of product flows, cooler
inventories, and attempts to relate federally inspected slaughter to
the supply of dressed meat on a lagzed basis.

Further comment on the need for product specification would be
largely redundant. It should not be forgotten that the packer sells
accordinz to a rather detailed set of specifications and must try to
buy accordingly. Yet, the wholesale reports are in terms of federal
grades, weight ranges, and price ranges which are seen to go as high
as $7.00 per hundredweight.2 As has been seen at other points, ability
to effectively use such reports is predicated on detailed understand-
ing of the market and the relation between price and product character-

isticse.

1In viewing such needs, it should be recalled that most packers
can count on regular customers for high percentages of their output.
The need then becomes one of coordinating movement of the product in
a manner reducing variability and uncertainty to both parties.

2The USDA report from which the excerpts were taken reports a
price rance of $77.00-$34,00 for trimmed full loins from €00-700 1lb.

Prime steer carcasses,
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Two Price-:elated Problems

Consideration will be given two developments which have received
much attention by those interested in the marketing of beef cattle
and dressed beef., Cne concerns the possible effect of declining
volumes in the terminal markets on the price structure for live
cattles The second concerns the impact of increasing formula pricing,
based largely on the "Yellow Sheet", in the wholesale market for
teef. Remarks concerﬁing these twé phenomena might best be viewed as
hypotheses ccncerning their impact on the beef marketing system.
Though the development is considered légical and sound, this should not
be taken as indication more refined appraisal would not be useful.

There are two basic dimensions to the "problem" in the live
animal market. First, there is concern over the impact of basing
price negotiations on a price quotation from a market of declining
relative importance. Second, there is the matter of quality as it
appears the higher quality cattle are more likely to be sold direct.

Direct sales of beef cattle are increasing. Price must be
bargained and some basis must be used. From interaction with pro-
ducers, it is apparent the terminal quotation is widely employed as
such a basise. But the price evolving on the terminal is the result
of negotiations and bargaining of often fewer buyers and sellers as
volume declines,s The question is then whether the overall price level
is lowered.

Because there is no one price-making point, the division of sales

between terminal and direct cannot, in and of itself, cause a decrease



s . |
. § | ‘
o . - |
- . l |
y o ; | |
. ‘ " ,
~ v ” »
) ) ’ ) . , -
. . o |
‘ . | |
B , ) | |
‘ .

.

- .
: v

[
P .




217

in prices. Throughout any one production area there are forces of
supply and demand in operatione. C(perating requirements of packers
largely constitute demand and the level of production in the area
constitutes supply. Packers will seek to meet their requirements and few
are seen to rely on either direct or terminal purchases as the sole
source of supply. One Iowa packer, who typically buys most of his
cattle direct, remarked that the only time he went to the terminal
to buy was when the terminal had an abnormally heavy supply of cattle--
and this 1s precisely the time his buying influence is needed the most.

But what hapvens if buyers quit patronizing the terminal and
the terminal supply decreases very little--will not the price be
reduced? The answer to this is that the buyers will not stay away
from the terminal with such a distribution of supply. To meet their
needs, they would have to bid up the price of cattle being mcved
direct.1 Before they will do this, they will buy in the terminal,
There is considerable reason to believe tnis capacity and willingness
to shift to the situation in which the supply appears more favorable
to the packer reduces the price variability on the terminal relative
to what would be experienced if such flexibility in buying power were
not possible. There is no reason to suggest the price level will be
lowered because the volume on the terminal declines. This would occur
only in the unlikely event the packer lacked mobility to buy where
conditions appear most advantageous.

There are indications of quality differences between the cattle

sold direct and those sold through terminalse. In particular, producers

1This assumes the producer has no difficulty in receiving several
appraisals and bids on his cattle while in the feedlot. That he can
was solidly confirmed in all the interviews,
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tend to sell uniform lots of cattle direct. Less uniform or small
lots might go to the terminale. Too, those producers who rely on

the repuiation of their cattle in maintaining favorable relations

with a packer may sell the lower quality animals through the terminal.1
If the Choice cattle on the terminal will dress 60 percent and yield
relatively low-value carcasses, the Choice cattle moving direct which
will dress 05 percent and yield a valuable carcass are worth more

than the terminal cattle. If the terminal report considers grade and
weight with no attention to yield, a distorted price pattern might
result. However, reporters try to consider yield, etc. Even if their
efforts are insufficient, any price distortion which might result is
squarely attributable to the inadequacies of product specification and
related, lack of precision in reporting, not the fact that cattle are
being sold direct. Similar comments would be in order concerning
welghing conditionse.

It appears that concern over the changing means of sale and
assembly are merited, if at all, because of inadequacies in the
available means of product (animal) specification. Given an adequate
description base, any value differentials for the animal moving direct
would be notede This, plus lack of understanding with regard to
conditions of exchange, are the relevant areas of concern. Volumg
becomes important only as an indicator of the importance of the
distortions arising from these other sources.

The "problem" in the wholesale market seems to emerge wholly

1A large Towa feeder indicated he sold only about 5 percent of
his cattle through the terminal. This 5 percent were those cattle he
called "foolers"--i.e., cattle which had been on grain for only 60
days but appeared to have been grain-fed for a longer period. At times,
he had spread such cattle throughout the terminal with different com-
mission firms and sold several groups under different names.
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from informational considerations. Viewed in a straight supply-demand
framework, it would appear that "fcrmula pricing", which would remove
part of the supply and part of the demand from direct negotiation,
would leave the operation of supply and demand undisturbed for the
remaining volume, However, this ignores the impact on the informa-
tional base of the buyer and seller who negotiate transactions. The
framework within which negotiations are completed changes. Assume
the price for a specified product is trending downward. If packers
who are negotiating sales in time period t feel this trend should be
arrested due to decreases in available supplies, their efforts are
affected by the movement of product to buyers which was negotiated
in period t-1 for delivery at the "Yellow Sheet" price in period te
If all sellers were negotiating in period t, thé trend in price might
be arrested sooner and consequently, be of less magnitude. Therefore,
the negotiating buyer and seller must attempt to estimate the flow
of product via price formula as wells. It appears the ability of the
system to respond to changing forces of demand and supply is decreased.
The amplitude of short run fluctuations around the longer run trend
in prices will be greater because not all exchanges are negotiated
during the period when a change in price should be halted or reversed.
Greater short-run price fluctuations might then be one result
of formula pricing. However, the typical concern is whether the overall
price level will be lowered because fewer transactions are being
negotiateds Any such tendency is offset by the demands of retailers
for veef in relation to the capacity of packers to meet those needs.
These are still the forces which provide direction to price over time.

Their long=-run impact will not be lessened by the manner in which the
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product is pricede Any impact on the overall price level for dressed
beef must come from another source.

Attention was given the need for the "Yellow Sheet" to quote a
representative price--a price not based on a few distresé or atypical
sales. One way to avoid this is to spread the contacts throughout
the market. However, as formula pricing becomes more prevalent, the
number of contacts and/or the volume of product subjected to negotia-
tion must diminishe If this leads to even more emphasis on the broker
or agent who seldom employs formula pricing, the price quotations which
result may be even less representative of basic market conditionse
This could have impact on the price level over timee. Even if such a
situation were to develop, formula pricing would be the causal factor
only in an indirect manner., Effective reporting procedures might well

remnove any possibility of such impacts on price.
Evaluation of the Supplementary Services

Based on the developments of this chapter, those aspects of
market news activities which affect their level of proficiency as
systems of communication are briefly summarized. Concerning the USDA
activity in the live animal market, the following inferences are in
order:

1 A slight modification of procedure, with a change in
emphasis, would strengthen the contribution of USDA
reporting activities in promoting informed exchange
activity in the live cattle market. Responsibility for
recognizing the needs of receivers and the authority to

enact adjustments rests primarily with service administra-
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torse Eowever, currently employed procedural guidelines
establish a role for the reporter which neither motivates
nor requires interaction with receivers concerning their
needs and means by which they might best be met.

Emphasis is placed on increased dissemination, but more
information or more complete coverage does not neces-
sarily mean a better informed receiver. The needs of

receivers of information and the type of report and

means of dissemination which might best meet those

needs deserve more attentione The task of understanding
and serving the needs of receivers is more difficult
tecause the role of the reporter is not viewed as includ-
ing efforts to isolate and clarify the needs of receivers,
and thus provide the feedback necessary for adjustments

in procedure and/or perspectives

From this environment has come a view of receivers which is
overly restrictive., The reporters view the producer as
first in importance. Ilowever, there is indication of a
lack of perception of the interrelated nature of all
activities in the live animal market. If the perspective
of a system of action is correct, all facets of the system
must develop together if developmént is the goal.

There are indications reporters! ability to construct and
disseminate a message free of ambiguity is restricted by
demands of the mass media. This, combined with a tendency

to rely on established procedure and/or simply report the
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facts at the expense of efforts to understand the
receivers! needs, suggests the receiver may not be
receiving the optimal message or being reached through
the optimal channel.
4, In spite of considerable emphasis on standardized
procedure, reporters tend to vary in many important
respects, There is little consensus as to how the
atypical lot of cattle is handled. Variability in
interpretation of day-to-day market changes suggests
reporters vary in what they mean when identical terms
are employed. The variation between reporters and
their receivers (in interpretation of the terms) is
unknowne
5« Some reporters are concerned with the prestige awarded
them by others in the marketing systemes This seemed
to foster overemphasis on established guidelines as a
mode of operatione In a longer run, this perception
could have an effect on the enthusiasm and initiative
of reporters.
Cverall, the structure and operation of the service shows little indi-
cation of understanding concerning the basic requirements of effective
communication processes,

Concerning operations at the wholesale level, the following
inferences are in order:

1. Both the USDA report and the "Yellow Sheet" lack basic
information on supply,,demand; and trends in each,

information needed by the decision maker.
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There are many indications that the "Yellow Sheet" does
not, perhaps cannot, characterize the complete mafket

for dressed beef. In particular, transactions in small
volumes and/or effective merchandisinz of beef are often
made more difficult because of the "Yellow Sheet!s"
limitations in reporting exchange activity for different
qualities and cquantities of product.

Both reports lack needed specification in product
description. Price ranges very widely, and the tendency
to perpetuate an "average" price by grades compounds

the proolems faced by price as director and coordinator
of activitye. The value-related attributes which lead to
price variability within grade are not, because they are
not effectively identified, effectively priced,

Zoth reports may not be representative of the market unless
care is exercised in selecting the participants from

whom information is obtained. The quality of product
appears to vary among channels or outlets for the product.
USDA quotes on less than carload basis and widespread
points of reporting help insure their reports will be

representative and facilitate the exchange process.






CHAPTER VI

SUMMARY, EVALUATION, RECOMMENDATIONS

Establishing a basis for viewing the beef marketing system as a
system of communication also provides criteria for evaluation. Such an
evaluation has been conducted, with appropriate conclusions being drawn
in Chapters IV and V. However, the content of these two chapters differ
markedly in level of generality. In this chapter, an overall evaluation
will be conducted. Content will also include a brief summary and

recommendations which appear logically sound.
Summary

This study was prompted by a perceived relation between avail-
ability of information and observed performance of the beef marketing
system. The need for relevant information in effective decision proc-
esses is well established in the literature. Considerable attention
has been given the performance of the beef marketing system. The
relation between the availability and nature of information and system
performance is not so well known and has received less attention.
Efforts to establish the nature and likely implications of any such
relationships became the central theme of the appraisal. More specif-
ically, and in terms of an overall objective, the appraisal constitutes
an attempt to isolate shortcomings in the information system in beef
marketing and, where possible, to suggest the relationship between those

shortcomings and the observed performance of the beef marketing system.
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There is no established procedure for such an appraisal. Con-
sequently, attempts to establish a method which would provide a
meaningful basis for evaluation became an important part of the total
effort.

Important advances have been made in recent years toward under-
standing the nature and operation of communication processes within a
social or behavioral setting. An organized body of theoretical concepts
has been developed, and many of the requirements of effective communi-
cation have been empirically verified. Upon examination, these
developments appeared to provide the beginnings of a basis for evalua-
tion, but the extent of relevance needed to be established. To employ
such a basis for purposes of evaluation would be inappropriate if the
activities of the beef marketing system are not affected, even guided,
by the operation of an identifiable system of communication.

Chapter II begiﬁs the needed development with a description of
past and present activities in the marketing of beef. The marketing of
beef is viewed as a system of action. Interrelations and interactions
are stressed. Emphasis is placed on developing understanding of why
and how the system acts as it does. Important attributes of an
unstructured system of action (as presented in Chapter I) are revealed.
As is true of a system, change in one phase of the overall span of
activity either follows or prompts changes in other and related phases.
Current developments in the marketing of beef illustrate this point.
Consumption has increased markedly over the last decade. Production,
as the mirror image of consumption, has increased. Production increases
have come through increased numbers of animals kept for beef, improved

feeding efficiency, emphasis on the production of fed beef, and a trend
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toward production in large, commercialized feedlots. Increased
decentralization of the meat packing industry and movement of packing
facilities into the production areas have paralleled such changes in
production. Direct movement of the slaughter animal to packers is
becoming more common and organized assembly facilities are being
bypassed.

As volume has increased, retailers have adjusted to changing
conditions. Self-service meat displays are commonplace. The retailer
is moving toward centralized distribution centers to decrease costs of
procurement and permit planned movement to the retail outlet.

All these changes have been and are interrelated. Such inter-
relations provide the general framework for viewing the marketing of
beef as a system of action.

Having provided support for a view of beef marketing as a system
of action, an examination of the communication process becomes the
topic of Chapter III. Several models of the communication process are
reviewed and a model developed which appears to provide descriptive
and conceptual completeness.

Fundamental participants to communication processes are the
source or originator of a message, the receiver or recipient of the
message, and a channel or means of transmitting the message from source
to receiver. Any and all of the roles may be interchanged, given the
passage of time or a change in contextual relations.

The requisites of effective communication are many and varied.
One of the most basic is that the source understand the needs and
capabilities of the receiver. This requires efforts to align perceptions

with those of the receiver. Feedback from the receiver facilitates
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adjustment by the source. To help insure the needs are met when recog-
nized, a channel should be chosen and a message constructed (encoded)
which are matched to the decoding and interpretative abilities of the
receiver. Any impact of, or on, the operating environment must be
taken into consideration.

The social setting within which communication processes are con-
ducted always affects the nature of such processes. Because the social
setting is always changing, the communication system must not be static.
Reappraisal and constant awareness of change must become a procedural
guideline for the successful source. Whatever the setting, the source
must be aware that unique meaning is not inherent in the symbols he
conveys, that meaning depends upon interpretation by the users of those
symbols. The basic purpose of most attempts to communicate is the
stimulation of a desired response and similarity of meaning is essential
if this purpose is to be fulfilled.

In Chapter IV, the marketing of beef is viewed as a system of
communication. Technical interrelations, in the form of input-output
relations, prevail throughout the system. These interrelations provide
the framework within which the communication system operates and
establish the need for communication between and among participants.
The basic activities of production, processing (or packing), and
retailing remain largely under the control of separate entities.
Decision processes, based on long-run strategical guidelines and
characterized by short-run tactical adjustments, probvide the means by
which the activities are coordinated and directed. Pricing becomes an
integral part of negotiated transactions which convert the output of

one participant to input for a second.
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Price and pricing processes are not analogous to the communication
system. The importance of price emerges primarily from its widespread
use as a referent of the results of system activity. The nature and
structure of the system are important determinants of the capacity of
price to function as an effective coordinator and director of activity.
These points become clear upon brief examination of decision processes
and resultant system activities.

By arresting the process of activity, examination may be begun
with the consumer. Consumers'! criteria of choice are ill-defined and
do not appear to be closely related to the federal grade standards.
Whatever the criteria, consumers make a "yes-no" vote concerning the
price-product combinations offered by retailers. Retailers evaluate
the’"votes" and convert the message so conveyed into a procurement pro-
gram for dressed beef. Price is relative to products identified via
refinement and increased specification related to federal grades.
Bargaining in the wholesale market is employed to secure the product
demanded by consumers, the product to be sold a few days later.

Packers evaluate the needs of retailers as expressed through
activity in the wholesale market. Quantity-price combinations are
negotiated and the packer attempts to align purchases with sales
potential. A decrease in specificity emerges as the packer bargains
for the live animal. Most transactions are on a liveweight basis,
requiring estimates of grade, yield, and other value-related charac-
teristics. The packer buys from the producer a raw material (the live
animal) which will be sold as dressed beef up to two or three weeks
later. The producer, in turn, evaluates the message conveyed by price

from periodic activity in the market and makes production plans. Lags
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in adjustment to changes at the consumer level occur as a result of the
biological nature of production and any uncertainty confronting the
producer as he attempts to interpret the message conveyed by price and
apply it in operation.

The lack of an adequate descriptive terminology based upon value-
related characteristics of the product contributes ambiguity to price.
Federal grades are not always used and are subject to heterogeneous
refinements. Other characteristics of the system are also important.
Observed price is not always an accurate reflector of exchange processes
when the conditions of exchange are variable or unknown. The hetero-
geneous nature of the product requires valuation of any economically
significant characteristics which contribute to the heterogeneity.
Decisions are made on the basis of expectations of future conditions,
requiring imprecise price projections and estimates. Price may not be
determinate when bargaining at low levels of aggregation involves
inadequate and unequal information or imbalance of bargaining power.
Such price-related phenomena, either singly or jointly, may result in
price conveying the wrong message--a message not conducive to overall
coordination and orderly activity.

These price-related problems are compounded by an organizational
structure which resists change. Vested interests in maintaining a
~ certain structure often prevail, emerging from the desire to protect
investments which would lose economical significance in a changed or
changing organizational structure. Perception is often too restricted
to permit recognition of the activities as a system. Conflicting
pressures emerge from inadequate perceptions of role within the overall

system.
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Market news activities are conducted for the expressed purpose of
providing more adequate information to system participants. Chapter V
examines the level of attainment of these activities as effective
communication systems within, and contributors to, the total span of
activity. DMajor public activities are those of the USDA (Federal-State
Market News Service). The most important private market news participant

is The National Provisioner, Inc., providing the Daily Market and News

Service (The Yellow Sheet).

USDA activity in the live cattle market emphasizes the reporting
of price, price trends, and price-related information. A questionnaire
designed to provide insight concerning reporters' operations was sent to
the 27 market news offices considered important in reporting exchange
activity for fed beef (see Appendix I). Replies were received from 20
of the reporters and examined in search of possible ways to improve the
service as a system of communication and contributor to marketing
activities.

Appraisal of the results established a basis for suggesting that
the contributions made by USDA market news services might be increased
with a reorientation of émphasis and a slight change in perspective,

To facilitate needed standardization of procedure, the responsibility
for recognizing the needs of receivers and the authority to enact most
adjustments are retained by service administrators. This organizational
structure appears to have established a role for reporters which does
not emphasize efforts to develop detailed understanding of the needs of
receivers, Consequently, the reporter has not become an effective means
of feedback from receivers to service administrators. The task of

developing and maintaining alignment between service activities and the
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needs of receivers may be more difficult as a result. Not unrelated are
the reporters' feelings that the producer is the most important receivef
and user of market news information. If viewing all market activities
as a system of action is relevant, any one system participant can best
be served by providing relevant information to those participants pro-
viding related services or engaging in related activities. This
perspective is missing among reporters.

Other potentially important guidelines to service activity emerged
from appraisal of the completed questionnaires. In spite of emphasis
on standardization of procedure, reporters are seen to vary in the way
they handle atypical lots of cattle. Some incorporate such cattle in
their reports; others do not. Too, there is reason to suggest reporters
may be referring to different market trends when using the same or
similar terminology to describe one market session relative to another.

The importance of the operational environment to the activities
and potential success of the reporter as a source is evident. The
ability of reporters to employ "redundancy"1 in constructing reports is
restricted by mass media demands for a short report. Reporters pay con-
siderable attention to such demands, even though the mass media are
conveyors, not receivers, of the information.

Much of the potential for improvement could apparently be
economically realized by a slight change in perspective which (1) expands
or alters the role of the reporter to include more emphasis on developing

understanding of the needs of receivers and conveying such to service

lIn the simplest of temms, redundancy refers to repetition,

reiteration, or expanded message construction in an effort to insure the
receiver's interpretation of terms and symbols is analagous to that
intended by the reporter as source. See Chapter III, especially pages
131-32,



administrators, and (2) more emphasis on establishing the relevance of
disseminated information to decision processes of receivers prior to
emphasis on increasing the amount of information or number of reports
being disseminated.

Possible deficiencies are noted in reporting activities in the
wholesale market. Neither the USDA wholesale report nor the Hational
Provisioner's "Yellow Sheet" give indications of the absolute volume of
trade. Like the USDA reports in the live animal market, grades are
important components of the wholesale meat reports. The errors of
estimating grade are largely eliminated. However, the federal grades
lack the level of precision which is apparently considered necessary.
In the wholesale market, increased specification is almost always
employed. Price reports in terms of the federal grades may tend to
perpetuate an "average" price for the grade and limit the range of
dispersion around this average, even though dispersion may be merited
by variations in quality.

The "Yellow Sheet" is centered in Chicago and is considered most
representative of the national carlot market for beef. Its relevancy
as a basis for pricing smaller volumes or for transactions in trade
areas distant to Chicago is questioned by many trade participants.

Some packers feel it is not representative of even the national carlot
market, suggesting disproportionate reliance on brokers as a source of
information may decrease the reported price level relative to the price
at which the bulk of beef is traded. Brokers tend to handle a relatively
high proportion of less desirable beef. Effectively merchandised beef

often moves at prices above the "Yellow Sheet™ reported range.
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The USDA report is less widely used. DMore emphasis is given the
smaller volume transactions and attempts are made to provide informa-
tion on most important trading centers. The extent to which the
information employed in constructing the report is representative of
the market has received less attention by trade personnel, but should

be considered by directors of the activity.
Evaluations and Recommendations

Needed: A Broader Perspective

One of the most important barriers to coordinated and orderly
activity in beef marketing is that of narrow and restrictive perspec-
tives on the part of system participants. Being abstract in nature,
this attribute has been largely unrecognized. Berlo discusses the
reciprocal relationship between communication and social systems.l He
suggests social systems are produced through communication, that once
a social system has developed, it determines the communication of its
members. A social system is scarcely a tangible entity. Its existence
may rest on the presence of technical interrelations, but the operational
dimensions of the system depend largely on the perspectives of partici-
pants. The importance of this emerges through participant activity
which is not aligned with the needs of the system as a whole, and thus
denies the potential of coordinated effort which is often beneficial to
each and all participants. Also, a limited perspective by researchers
leads to evaluations which do not take sufficient account of the

relation between and among the various levels of activity. The

1See Chapter III, pp. 103-04.
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limitations also extend to service activities such as market news, placing
restrictions on the realm of activity considered deserving of coverage
and limiting understanding of the needs of system participants.

Many examples could be given which would be indicative of the
implications of a narrow perspective by system participants. One involves
producers' perception of the implications of price variability in the
live cattle market. Producers feel they have to be gamblers. Conse-
quently, they do not object to the packers! having to "bid up" the price
of a 1lirht supply of cattle to fulfill operating requirements. They
like such a "high" market, even though they admit losing money on some
lots of cattle when the price is not so favorable. There is little
indication producers feel their position would be improved with increased
stability in the live cattle market. Yet, considering the costs to
packers of such variability and the nature of the competition among
packers for live cattle, there is reason to believe that producer returns
would improve with increased stability. Perhaps more importantly, price
variability tends to block the efforts of the system to direct producer
activity into alignment with the needs of consumers. Producers'
perspective of their operating environment seldom includes the implica-
tions of the lags in adjustment caused by price variability, nor is the
need for alignment with consumer needs given a great deal of importance.
The perspective seldom goes beyond production activities and the live
cattle market.

Of course, limited perspectives should not be divorced from more
specific attributes of the system as possible causal factors. The
packing segment could be charged with overly restrictive outlooks in

their rejection of dual grading, theoretically a valuable innovation.
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However, packers were concerned with their ability to extend price
discounts for carcasses grading 4 or 5 on the cutability scale into the
live cattle market through their procurement activities. They were and
are aware of the need for estimating grade and consequent errors in buy-
ing cattle on a liveweight basis, even if the dual grading concept were
extended into exchange processes for live cattle.

This indicates another important point. A limited perspective by
researchers who develop and offer innovations may decrease the likeli-
hood of developments which will be accepted by the system. Most
proposed ?hanges or innovations rely at least partially on theoretical
rationale and support of their relevance. In such theoretical develop-
ments, the implications of the change throughout the system must be
considered. Failure to adopt an overall or system perspective leads to
proposals which are situation oriented, directed toward "improving" the
system at some one level of activity. Due to the interrelated nature
of the various activities, impediments to acceptance of change are
almost sure to arise at other levels in the system unless attempts to
foresee all possible implications are successful and the proposed change
adjusted accordingly. Failure to recognize and account for such broad-
reaching implications has resulted in castigation of "ivory tower"
research by many system participants. Similar comments extend to service
activities such as market news. It would appear that an important role
of market news would be to contribute to the total communication system
by fostering breadth and scope in perspective among information users.
If the service itself is operated from a limited perspective, this can

scarcely be achieved. In addition, there is little assurance that the
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information being disseminated is aligned with the needs of receivers
who must operate as part of a system.

The importance of this cannot be overstated. An implicit objec-
tive of the appraisal, but one which permeates the entire undertaking,
is to reveal the importance of a more discerning perception of marketing
as an interrelated system of action. As more specific topics are
discussed, whether they are research needs or suggested changes in

service activities, this should be borne in mind.

Implications of Certain System Attributes

Inadequate means of product description constitutes one of the
more serious shortcomings of the system. In an overall sense, it might
be suggested that lack of precision in description contributes ambiguity
to any message of which the current grade standards are a part. How-
ever, the implications of this particular inadequacy are revealed by
several other operational characteristics of the system. The importance
of the shortcoming is best indicated by discussion of these related
attributes.

First in importance is the impact of the inadequacy in product
description and classification on the ability of the system to effect
coordinated activity. There are vertical and horizontal dimensions to
this problem, and they are related to the time and product heterogeneity
attributes of the system respectively.

In the vertical or time dimension, the challenge to the system is
to convey proper incentives back to the producer. The capacity to do
so is threatened by the poor relation between federal grade standards

and consumer's criteria of choice, the retailer's non-standardized
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refinement, and the limited ability of the packer to price the live
animal in accordance with value-related characteristics as specified by
the retailer. The "message" from the consumer may be lost or distorted
by the time it reaches the producer. The still variable attribute of
product description becomes a noise-making force as pricing processes
are employed to convey directives for action throush the system.

Proper adjustment along the time dimension by the producer becomes
highly unlikely.

Horizontal coordination, meaning coordination between and among
participants at any one level of activity, is precluded by the inability
of the grade standards to classify the value-related characteristics
which renders the product heterogenous in nature. Effective meeting
and relating of differentiated demands is made more difficult. In com-
bination with the vertical dimension, descriptive inadequacy leads to
difficulties in promoting the desired type of production. The charac-
teristics considered important at retail cannot be adequately valued by
pricing processes when they are not adequately identified and described.
Any descriptive completeness which is attained in the wholesale market
via increased specification is missing in the live cattle market when
the cattle are bought via liveweight and grade. The end result is
perpetuation of an "average" price by grades, with price differentials
which indicate variations in quality seldom reaching the magnitude or
the stability which appears necessary to incite effective production
ad justment.

Many other attributes of the system contribute to barriers to
effective communication and, insofar as they are positively related,

coordination of activity. When all are considered, there is grave
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concern over the capacity of price and pricing processes to effect
coordination in such an environment.

Variable conditions of exchange become a problem which is often
related to grading and product description. Price may be biased as a
message or incentive for action when uncertainty or lack of knowledge
concerning weiching or grading conditions prevails. Precise product
description and equal knowledge of the conditions of exchange become
two basic requisites if price is to be an effective coordinator. The
necessity of estimating the forces of supply and demand or unequal
bargaining strength may render price indeterminate. However, these
two forces are more nearly results of the structural organization of
the livestock industry and are not easily controlled. There seéms to
be considerably more possibility of reducing the uncertainty arising
from inadequate product description and variable conditions of exchange.

Within such a system, price variability is to be expected.
Variability is both a cause and an effect. The causal dimension emerges
in the form of speculative activity and the problem of identification.

A fluctuating price conceals the inherent message concerning
needed change--if there is one. Time is employed in deciphering or
decoding a message, reaching a decision as to the desirable response,
and beginning appropriate action. Because variability conceals the
message, the decision maker may view the deviation between actual and
desired performance as relatively large and deserving of immediate
remedial action, once the message is recognized. The perception of
the message is subject to error. Even if correct, the tendency is to

over-respond, to evolve a situation in which speculation has increased
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rather than decreased price fluctuations.1 This may occur in the short
run with selling decisions and, more likely, in the longer run as a
contributor to cyclical fluctuations.

Variability complicates the identification problem. The typical
problem is one of identifying the causal factor in price change. A
change in supply or demand may be the cause. The incorrect decision as
to which is the causal factor may lead to action contrary to that needed
in promoting stability in pricing.

The immediate needs in this area are not simply the suggestions of
new procedures, changes in the system, etc. What is immediately needed,
perhaps in conjunction with proposed changes, are indications of the
costs of the present system. A receptive atmosphere must be cultivated
first. Suggested "improvements® are otherwise sterile and largely
hopeless.

Abstracting from, but not forgetting, the problem of appropriate
procedure, the following are suggested as areas in need of more thorough
investigation:

1. The criteria which consumers employ in choosing among cuts of
beef., Value is established at this point, but there is at
present no concensus as to the product characteristics con-
sidered most important by consumers. This is further
complicated by limited understanding concerning the different

demands for beef among consumers.

1This is true so long as the individual responds with 1little or no
attention to the implications of other producers' reactions which would
typically be in the same direction if not in the same magnitude due to
differing interpretations of the "message."
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The extent of variability in the value of carcasses at retail.
In particular, information is needed on the distribution of
such values both within and across the currently used federal
grade standards. This would provide indications of the costs
of the present tendency toward an "average" price by grades

and develop support for a more refined means of reporting
wholesale trade activity. Estimates of the benefits of more
refined grading procedures might then be developed for purposes
of comparison with the increased costs of any proposed changes
in the current grading procedures.

The nature of the relationship between the (dressed) cost of the
animal to the packer and the value of the related carcass at
retail. Theoretically, the two "distributions" should be
identical except for a "shift parameter” which would be the
packer's margin., A priori, this appears to be one of the most
significant bottlenecks in the present system as a system of
communication. There appears to be only a very weak and
uncertain relation between the cost of the carcass to the packer
and the retail value of the carcass.

The extent and direction of errors by packers, market news
reporters, and producers in estimating live animal grade.
Coupled with available indications of error, such information
is needed to establish the opportunity cost of not using
alternative methods of marketing not subject to such errors.
The possibilities of specifying the conditions of exchange in
direct sales in a manner acceptable to both buyer and seller.

Some form of contractual arrangement and a means of supervision
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would be required, and this should be related to the next area
of investigation.
6. vhat is the role (if any) of the commission firm in a market
structure where most sales are direct. Information is needed on
(a) the contribution the commission firm might make as an
intermediary between producers and packers in negotiating
exchange, and (b) the relative acceptability of the commission
firmm as the party which might supervise completion of contracted
exchange procedures. This is offered as a possible role for
the commission firm, one which would perpetuate its economic
viability and make a positive contribution. Of course, the
reaction of the commission firms to such a proposal is also
needed.
liotice that these suggestions would provide information on the
costs of inadequate product description. It would be naive to suggest
that once these costs are aired, widespread receptiveness will sweep
through the system. Cost estimates would be subjective in nature. DNot
all the relations in the system are identified as yet. They would need
to be quantified for explicit estimates of cost. However, it is con-

tended that such investigations as these, interpreted in terms of

implications or possible implications throuchout the system, would

begin development of a more receptive attitude. Not to be overlooked

is the potential contribution to the broader per;pective which is sorely
needed, both by system participants and by those external to the system
who would appraise system performance. With a solid perspective
established and understanding improved, an improved means of product

description could (and assuredly will) be developed and offered.
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Whether any proposed change would then be accepted would depend on the
decisions of system participants. There are always costs to change,
costs other than those accruing from changes in the public grading
activities. In addition to any out-of-pocket costs, system participants
would incur "costs" in disrupting trade relations based on current
terminology. What has become a fixed investment in establishing rela-
tions with customers and suppliers would become a variable cost if
change were contemplated, at least in the short run. These costs are
typically recognized, but possible benefits from any proposed change
are less well recognized. Possible benefits will not be appreciated,
will not be recognized, if the adopted perspective is void of any
recognition of the interrelations which make of all the various activ-

ities a system of action.

The Role of Market News

Recommendations concerning market news activities should be placed
in proper perspective. In particular, they should not be viewed as
castigation of current activities. As in typically the case, any
changes which might be suggested should be subjected to careful investiga-
tion concerning their economic practicability. In the case of USDA
activities, political feasibility may also become a relevant considera-
tion. The scope of this study has not permitted such detailed
investigations. Recommendations will be based largely upon isolated
deficiencies in the market news activities as systems of communication.
Conclusions concerning the feasibility of any remedial action must
largely await more specific analyses and/or consideration of those

directing the activities. The purpose here has been, and is, to identify
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those areas which appear worthy of consideration and to support the
development of a perspective which is not so limited as to overlook
important implications of change, whether costs or benefits.

Particularly in the live cattle market, the USDA service appears
to be somevhat static and rather slow to adapt. The role of the reporter
is limited. Proficiency in grading, estimating market trends, etc., is
a necessary but not sufficient requirement for effectiveness. %“hat
appears to be largely missing is proficiency as a communicator, as a
source, in fulfilling the needs of various receivers. The perspective
of the marketing system appears limited, provisions for feedback are
weak, and too little concern for understanding and meeting the needs
of receivers is shown. If the service were more proficient in these
respects, more specific comments concerning shortcomings in procedure
and output would be unnecessary.

A word of caution is in order before any more specific points are
made. The relevance of disseminated messages can be judged in two ways.
First, judgment by the intended receiver is valid (but not always highly
informative, due to limited perspectives). The second valid appraisal
is by an external observer who observes the behavior of receivers and
on this basis, evaluates the relevance and effectiveness of the message.
The second alternative is of course employed here. The extent to which
the concern for a broader perspective of system activity affects such
an appraisal is unknown. However, a case could be built to support
appraisal from such a perspective as the most relevant one when the aim
is to suggest means of improvement. Nevertheless, the distinction

should be borne in mind.
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Harket reporting activity in the wholesale beef market exhibits

two characteristics which are worthy of attention. The first is

related to the extent to which the reports are representative of the

market.

1.

The reports should indicate the volume of trade. This would
help offset any problems which might arise when a small volume
of sales is reported in terms of price, grade, and weight, as
"the market" for that session. Too, the possibility of the
report placing too much emphasis on distress sales (when they
comprise the bulk of a small-volume market) would be reduced.
If possible, the revorts should categorize the reported volume
by buyer and seller. The buyer might be categorized by retail
chain, affiliated retailer, independent wholesaler (breaker or
jobber), or broker. Sellers would include packers (including

branch house sales), brokers, and wholesalers. Such a break-

down would assist the receiver of information in deciding on the

type of product moving, helping to offset the possible problem

of too much emphasis on exchange through brokers. In relation

to this, efforts are needed to establish what, if any, difference

in quality of product is involved when moved through a broker as

opposed to other channels.

These indications of wvolume would help in developing estimates of

supply and demand. Too, the breakdown of the volume would facilitate

efforts to effectively move a product which, because of differences in

characteristics, must be directed to different outlets.

The second characteristic concerns the use of federal grades as

important characterizing values in the report. In a market where

In regard to this, the following recommendations are in order:
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increased specification is widespread, the reports of trading activity
are in terms of the more "general" federal grades. The heterogeneous
specifications and refinements which are actually used become a barrier
to change, but the following possibilities should be investigated:

1. The possibility of instigating reporting procedures which employ
classifications based on the product characteristics which take
on value at retail but which are not incorporated by the federal
grade standards. A change in reporting procedure would be
required, perhaps a setup similar to that employed by the USDA
in reporting direct sales in the live cattle market. This
would mean indications of the classifications from those pro-
viding information in conjunction with the possibility of spot-
checks to verify the reported information.

2. If such a classification cannot be set up, or until that time
it is made operational, an attempt should be made to provide
indications of the reasons for the often broad price ranges
within grade for carcasses and primal cuts. Considering the
discussion and publicity the dual grading proposal received,
this might well provide a possible terminology which would
minimize the initial barrier of ignorance. A reporting setup
similar to that in 1. would be reguired.

It hardly requires mentioning that improved indicators of activity
in the wholesale market would improve vertical coordination. Participants
in the live cattle market are increasingly looking to the wholesale
market as a guide to activity. The indicated changes, if feasible, would
improve their ability to coordinate the two markets and move appropriate

price incentives vertically through the system.
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Suggestions concerning reporting activity in the live cattle market
apply to USDA activity, the important disseminator of information at this
level. The comments in Chapter V concerning perceived shortcomings as a
communication system apply most directly here. The absence of attention
concerning the needs and capabilities of receivers, combined with an
apparent limited perspective of the marketing system, might be suggested
as contributors to the situations which will now receive attention.
Comments will be based on the results of the analysis of Chapter V and
developed insight concerning the needs and decision processes of system
participants, especially producers.

One of the important uncertainties facing producers is price
variability. More specifically, the concern is with ability to predict
price. Producers indicate an ability to predict price as they prepare
to sell within 10 to 50 cents per hundredweight, which means a possible
range of up to $1.00. However, most indicate ability to predict with
even this type of accuracy is based on familiarity with the market. If
the producer is "off" the market for several weeks, he then experiences
difficulty in examining reports and formulating expected prices to such
a degree of accuracy. Basic to such expectations is information on
supply and demand. The news reports indicate volume on the particular
market, 12-market receipts, and recently, increased attention is paid
estimates of federally inspected slaughter. Any indications of demand
must be gleaned from price and price trends, perhaps in conjunction
with indications of the pace of trading activity. However, different
paces of trading activity evolve in similar supply-demand situations,
and vice versa. Considerable attention has been given reasons for

price variability within grade other than changes in supply and demand.
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Overall, the producer needs more specific information in evaluating

supply and demand and, insofar as appropriate decisions will do so, con-

tributing to more stable prices. In conjunction with these needs, the

following suggestions are offered for consideration:

1.

24

Develop and report supply (such as the number of head of fed
beef) in relation to weekly operational requirements of packers
who typically buy on the particular market or in the production
area of concern. Though subject to variation, such an indica-
tion of supply would permit both producer and packer to better
estimate the impact of various levels of supply on subsequent
sessions. This could be broken to divisions, such as for fed
beef, and reported in terms of a cumulative percentage index
during the week. An index totaling 100 would indicate weekly
overational requirements had been met.

Reoort a similar indication, by days, of the actiwve buyer
participation on the market. This would require establishing
the buyer representation on the market in terms of an index,
the "typical" representation being assigned the value 100.
Reporters would be charged with the responsibility of ascer-
taining any unusual representation on the market (such as order
buyers) and the extent to which buyers are active on the
particular session. A value less than 100 would suggest low
representation and/or poor buying activity at prevailing price

levels and conversely for values greater than 100.

Such measures are at least partly subjective. However, if operational

details were worked out, the "indices" would permit the reporter to
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employ his knowledge of trade activity on the market and remove the need

for complete familiarity on the part of buyer and seller in evaluating

reports.

Until that time when more refined descriptive measures are avail-

able, and as a means of facilitating understanding and reception of such

measures, the reports should incorporate more explanatory detail. 1In

particular, the following are suggested as possibilities:

10

Indicate the reasons for price differentials. When differences
in yield are obviously reasons for price differentials within
grade, this should be indicated. Currently, these differentials
in yield are considered to insure against bias in reporting a
representative price range. However, the receiver of the
message does not always realize this and may be unsure as to
what caused a price differential and/or the size of the price
range within grade. Indication should also be given of reasons
for price differentials other than yield. An example would be
atypical lots of cattle.

Related to 1., weighing conditions should be reported with
related prices when such appears to be a causal factor in price
differentials in direct sales.

Begin the incorporation of more refined descriptive standards
into the reports. Because of the available familiarity, the
dual grading standérds appear most practicable. This would
incorporate the cutability scale into the reports. When employed
with price and as a means of explaining price differentials
within the currently employed federal grade standards, vertical

coordination would be bolstered. The use of this terminology
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would provide an excellent opportunity to relate live cattle
market activity (and price) to the needs of packers and
retailers. Perspective and understanding would be promoted.

The preceding suggestions, if adopted, would often require a longer
report. However, the appraisal of Chapter V has indicated pressures from
the mass media for shorter reports. In particular, those demands were
seen to limit reporters' efforts to reduce ambiguity by repeating,
restructuring reports, employing more descriptive phrases, etc. This
indicates the need for investigating alternative means of disseminating
reports. One alternative which appears worthy of consideration is the
use of the telephone, employing recorded messages by the reporters. A
different number could be assigned reports for different species or even
divisions within species (such as fed beef versus lower quality cattle).

Spanning all reporting activities is the problem of different
meaning being attached to terminology employed in the reports. In Chapter
V, it was revealed that reporters may attach different meaning to the same
terms. If this is the case, then what of the possible variation in mean-
ing among receivers and between reporters and receivers. This becomes
even more important in conjunction with demands for brief reports which
appear to dictate the use of such connotative terms as "strong,"
"moderately active," etc. Two possible approaches to investigation of
this problem are as follows:

1. The market specification approach which was employed in the
appraisal of Chapter V. Market conditions may be specified on
a "first day-second day basis" and alternative "calls" of the
change made available for selection. This would pemit

evaluation of reporters, receivers (such as a sample of producers),
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and the differentials between the two groups. Yield and any
other variables which might be brought into consideration should
be stated in a manner to neutralize their possible impact.

2. A more elaborate procedure is provided by the '"semantic
differential," a procedure developed by students of communica-
tion.l Taking advantage of computer techniques, the procedure
is one of isolating the nature and intensity of a person's
reaction to a particular concept or term. Differences in
meaning among persons is indicated by differences in the semantic
differential, an index of the generalized distance between points
established by individuals in a multi-dimension space of "meaning."
The procedure would be unaffected by environmental surroundings
of persons being tested.

If differences in meaning are widespread, the burden of improved similarity
in interpretation of certain terms rests with the market news service.
Redundancy in messages becomes important, as do attempts to eliminate
unnecessary connotative temms.

Where the important concepts included in reports may be varied, as
is typically the case, some means of measuring the value of the reports
to decision makers is needed. The type of report currently being used
obviously exhibits the information which the market news service con-
siders important. Concern has been expressed over the absence of attempts
to establish how important the messages are to receivers. Suggestions
have been made which, it is felt, would more nearly correlate the

reports to needs of receivers. However, procedure may be needed to

lSee Charles E. Osgood, George J. Suci, and Percy H. Tannenbaum,
The Measurement of Meaning (Urbana: The University of Illinois Press,

1957)
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provide indication of which of alternative messages would prove more
useful to receivers. Ackoff offers one approach to this problem.l He
constructs, in theoretical terms, a measure of the total value of
communication. Basic components are (1) the probability an individual
will choose a course of action, given a specified environment, (2) the
probability of an outcome given the chosen course of action, and (3) the
value of the cutcome, a function of the preceding probabilities and a
value rating of possible outcomes. According to Ackoff, changes in the
three inform, instruct, and motivate respectively. All three determine
total value; a change in any or all of the three changes total value of
the cormunication.

A key to the usefulness, of this conceptualization is the estab-
lishing of the probabilities. This would appear possible by presenting
hypothetical decision situations, with indicated outcomes to receivers,
and asking them to assign the needed probabilities concerning the likely
outcomes and a value rating to each.

Such possibilities as these are briefly introduced as indicative of
the types of tools the effective source might soon be using in efforts to
increase the value of his efforts.

Overall, and of greatest importance, is the need for market news
services to become more proficient as communication systems. This includes
as a necessary prerequisite knowledge and understanding of communication
processes. From such a base, the importance of feedback to provide
information on receivers and guide adjustments by the source would be

recognized, as would the importance of other indicated shortcomings.

1Russell L. Ackoff, "Toward a Behavioral Theory of Communication,"
Manacement Science, Vol. IV (April, 1958).
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With increased understanding of communication processes comes a broader
perspective, increased recognition of the implications of activities
which are joined into a system of action, and an improved understanding

of what is required to be an effective source of information.
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APPENDIX T

Questionnaire Directed to Market News Reporters, Livestock
Division, Consumer and Marketing Service, United States

Instructions:

Department of Agriculture

Please read, for each of the questions, the entire range
of alternatives before marking the ones you consider most
appropriate. When no alternative or combination of those
presented appear appropriate and/or sufficient, you are
encouraged to write in your own interpretation, approach,
etc., in the spaces provided. (Complete sentences are
not necessary--use phrases or whatever structuring suits
your purpose.) When several alternatives are chosen,
please list them in order of importance in the "combination"
blank (even if you have marked the chosen alternatives
individually) unless you have no opinion as to which are
the most important. All information will be considered
confidential. No identities of individuals or office
locations will be revealed in the report derived from
this survey.

I. Respondent Data

(1)
(2)
(3)
(4)

(6)

(7)

Your name

location of office

Age

Years of formal education (e.g., use 12 years for a high

school education)

(2)

If a college graduate, what degree and what was your
major?

Humber of years experience as a market news reporter

(a)

(b)

Number of years associated with the marketing of
livestock

Nature of association other than as a market news
reporter

What was your vocation immediately before you became a

market news reporter?

253
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(8) Your activities as a reporter are
D (a) Primarily based on activities in a terminal market.

D(b) Primarily based on activities on the range or
direct trade.

D(c) Both terminal and range, % terminal and %
range.

(9) ©°f total slaughter cattle receipts at your market, approx-
imately what percent is fed beef? (Consider "fed beef" as
slaughter steers and heifers grading Good or better.)

(10) Please be as objective as possible in marking those of the
following statements which would best describe your view of
your position as a market reporter.

D (a) An excellent way to learn the industry and perhaps
open the door for advancement either as an industry
participant or in a higher position in the activities
(market news, grading, etc.) which service the
industry.

D (b) A challenging position, one which I perceive as a
long-term or career position.

D (c) The position is not given the prestige it deserves
by the industry because it is often taken for
granted, i.e., its importance is not clearly seen.

D (d) The position is given considerable prestige by the
industry.

D (e) The nature of the position leads to pressures from
both the buying and selling sectors and thus the
reporter has no audience which clearly supports his
activities.

D (f) The position of reporter is far more important than
is typically recognized because reporting activities
influence the decisions and behavior of many people.

G (g) Following combination of the above. (Please 1list
in order of importance.)

D (h) Other comment about the position of reporter.

II. Market News Reporting--Method and Procedure

(1) In forming your price observations, you seek to report a
representative price for the various weight and grade
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combinations, e.g., for high Choice 1000-1150 pound slaughter

steers.

Mark all of the following statements which are con-

sistent with your approach to deciding upon a representative

price.

D (a)

L1

L@

Ol

O @

Choose several lots of cattle which seem to be the
average or most typical of a certain grade and
weight range and use the price which these lots
bring as the characteristic value of a price range,
the range being set to cover variability in

observed sales around this value. In following

this procedure, you ignore atypical lots (such as

a lot of horned cattle or a lot with grubby hides)
which may bring a different price. (It is recognized
that what will be considered atypical is relative,
varying with the season of the year, etc. Please
accept the existence of legitimate "atypical" groups
when such are referred to in the questions.)

Observe the price paid for several lots for a par-
ticular grade and weight range and since all lots
are different to some degree, use the average price
for the several lots of cattle as the characteristic
value of a price range which covers the observed
variation. Again, you ignore the atypical group of
cattle as suggested in (a).

Same as (b) except you use the price most frequently
observed instead of the average. The atypical lot
is again ignored.

You observe four lots of "typical™ high Choice
1000-1150 pound steers. The fifth lot you observe
will grade high Choice and weigh 1000-1150 pounds,
but is horned. This lot sells at a $ .50 per cwt.
discount relative to the previous four. Assume one
lot out of five which will grade high Choice and
weigh 1000-1150 pounds will be discounted for
reasons such as being horned, grubby hides, exces-
sive fill, etc. on your particular market. You
then lower the characteristic value about § .10
per cwt. (one-fifth of the $ .50 differential) and
build your range about this point.

Reflect the effect of the atypical lots by broaden-
ing the price range to include them. For example,
the "typical®™ four-fifths of the high Choice, 1000-
1150 pound steers fall in the $26.50-$27.25 per cwt.
range. The atypical lots, comprising one-fifth of
the market for the high Choice, 1000-1150 pound
steer market, bring either $26.00 or $26.25 per cwt.
You then report the price range for high Choice,
1000-1150 pound steers as $26.00-$27.25 per cwt.
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G (f) Other approach to arriving at a "representative"
price. Please specify.

Based on your experience as a reporter, which of the follow-
ing typically leads to a discount on particular lots of
slaughter steers or heifers, grading Good or better, relative
to the more nearly typical lot? (Place an "s" in front of
the checked box for any condition which you feel would be
atypical only during certain seasons of the year. An example
might be muddy cattle in mid-summer when most cattle are not
muddy. )

(O (a) homed cattle

D (b) grubby hides

T3 (c) obvious bruise damage
D (d) small lots

[} (e) muddy cattle

[CJ(£) shipper reputation in the sense that a particular
shipper's cattle consistently have more bruise
damage, yield less, etc. than is evident on live
inspection.

D (g) excessive fill prior to sell

O(h) consignor is not known by buyers

D(i) other

One of your functions is to describe the current market
session relative to the preceding session in terms of price
changes or trends for the various grade and weight groupings
of slaughter steers and heifers (grading Good or better).
Mark those of the following statements which best describes
your approach.

D(a) Ask salesmen (seller) to describe changeé in price
relative to the previous market session and use
this as the basic element in your decision process.

D (b) Ask buyers to describe changes in price relative
to the previous market session and use this as the
basic element in your decision process.

D (¢) Select typical lots of cattle for a grade and
weight combination, observe the price, and compare
to the price quoted for that grade and weight range
on the previous session. Note the apparent difference
and use this as the indicator of price change.
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D (d) Rely on both salesmen and buyers jointly for
information to describe changes in price, especially
the buyers and salesmen (seller) who have negotiated
directly with each other in the sale of specific
lots where this is possible.

D (e) Following combination of the above. List in order
of importance.

l' }(f) Other approach. Specify.

Assume that you have described the pace of trading activity
for slaughter steers and heifers, grading Good or better, as
"slow" for some particular market session. Which of the
following supply-demand situations would you consider con-
sistent with such a description; i.e., which do you feel
would tend to lead to a pace of trading activity considered

as "slow" in your terminology? For present purposes, use
the following definitionss

normal demand--buyers are active in the market, seeking
to meet their needs to maintain operating levels.
"Strong®” and "weak" imply measurable tendencies to
deviate from this normal demand.

normal supply--livestock are flowing to the market
with no noticeable fluctuations from the typical
pattern over time and in a quantity which would
just meet typical operating needs for the packers
and processors buying in the market. "Heavy" and
"ight" imply measurable tendencies to deviate
from this normal supply.

The "surrounding markets™ referred to are available to the
buyers with the cost of moving live cattle to this immediate
market area no greater than $ .50 per cwt.

[ (a) weak demand in this and surrounding markets with
supply heavy in- this and the relevant surrounding
markets.

D(b) strong demand in this and surrounding markets with
supply heavy in this and surrounding markets.

D (¢) strong demand in this and surrounding markets with

a light supply in this and surrounding markets.

D(d) strong demand with a light supply in this market,

a strong demand and a heavy supply in surrounding
markets.

D(e) weak demand with supply heavy in this market, a strong

demand with a light supply in surrounding markets.
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D (f) weak demand in this and surrounding markets with
supply light in this and surrounding markets.

[:](g) strong demand in this and surrounding markets with
supply heavy in this market, light in surrounding
markets.

B(h) weak demand in this and surrounding markets with
supply light in this market, heavy in surrounding
markets.

Your efforts are designed to serve various parties to the
total effort involved in marketing livestock. Among the
following parties or agencies, please rank your users in
order of importance. (Indicate "1" in front of the most
important, etc.) Rank and indicate all those you consider
to be users.

___Producers ___Newspapers

___Packers __AP

___Radio ___Auction operators

__‘'holesale distributors __ Dealers, local market operators
___Retail chain buyers ___"Yellow sheet" personnel
__Television ___Consumers

__Commission men ___(Other)

_UPI

__ Researchers

Over the past year, have you

(a) received any letters, phone calls, or direct contacts
from information users in which they offered suggestions
for changes in market reporting? yes Dno
If yes, what was the basic suggestion(s)?

If yes, how often did you receive such contacts?

(b) initiated contacts with information users by phone,

letter otherwise to see what suggestions they might
have? yes |D no

If yes, what suggestions did they (your contacts) make?

If yes, how often do you make such contacts?

If yes, what prompted your action to establish contacts
with users?
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If no, why did you feel such efforts to establish con-
tacts were not needed?

(¢) altered your information gathering and dissemination
procedures in this office as a result of general
directives from market news supervisors in Washington
(e.g., your area supervisor)?.E:J yes [ no

If yes, what alterations were made?

In your opinion, why were these alterations needed?

(d) conveyed any suggestions made by information users with
whom you have made contact to your supervisors?

yes no

If yes, to whom did you forward the information?

(7) Mark any of the following which you feel characterizes the
manner in which your efforts are organized and conducted.

] @
5 w

C::] (c)

] w

3 «©

(] &)
e

Rely primarily on procedures as established by
superiors.

Try to keep your method of operation essentially the
same as other market news offices. What office do
you use as a "model"?

Emphasize reporting facts and allow the user to
select the information he needs.

Observe the behavior of your clients (information
users) and, based on your own intuition, experience
and observations of their typical behavior and
problems, decide what their needs are and try to
meet them--subject, of course, to prescribed
operating limits.

Try to put yourself in the client's situation, to
understand his typical behavior patterns, and then
seek to fill the needs you discover he will have
within the limits as in (d).

Alter what would be your preferred procedure because
rules restrain your activities.

The following combination of the above. (Please
list in order of importance.)
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D (h) None of the above. Specify your approach.

(8) Over the past year, do you recall

(a) having questions addressed to you concerning your
ualifications and training for your position?
yes [ no
If yes, which of the following best typifies your
response?

Dl. Did not have the time to give the question(s)
any real consideration.

D 2. Avoided answering since this would have been
boasting.

[3. Feel market participants should realize the
reporter has been trained and possesses the
necessary qualifications.

Db. Explained in an objective manner the basic
qualifications and training required for the
position of market reporter.

DS. Referred the question to someone else. Who?

(b) activities on your part to promote the use of the
information you disseminate by the various parties to
the marketing process? () yes [J no
If yes, what prompted your efforts?

If no, why did you not make such efforts?

(9) Reflect for a moment on the way in which you construct your
market reports. Which of the following do you feel is (are)
involved as you organize, word, and disseminate the message?

D(a) Try to use the fewest possible words to convey the
report, never repeating a point or interpretation
using other words or phrasing it another way.

D (b) Add words and/or different phrasing when you feel
the report might not be clear (convey the inter-
pretation you wish) when constructed with the fewest
possible words.

D (¢) Try to avoid the use of words which are capable of
being interpreted in more than one way.
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When words which might be interpreted in more than
one way are used, try to make their meaning clear

by the way sentences and phrases are constructed,

even though this may mean a longer report.

Make the report as complete and clear as possible,
subject to mass media demands for a short or brief
report.

Use as few words as possible since recipients of
the reports are familiar with all terminology used
and will understand the report.

Try to make the report colorful and thus more
interesting and appealing to a wider audience.

Following combination of the above. (Please list
in order of importance.)

Other approaches or problems encountered. Specify.

Consider the producer as a receiver of the information which
you disseminate. As he receives and examines that informa-
tion, he must have a purpose in mind. Which of the following,
in your opinion, would best typify that purpose?

(@
1w

e

[J@

He uses the information to verify observations he
has made through personal contacts with dealers,
market operators, commission men, etc.

He uses the specific price, weight, and grade
information you have disseminated to make comparisons
among alternative markets and by taking account of
marketing costs, reaches a conclusion as to which
market is best and how much more he will make by
selling at that specific market rather than alterna-
tive markets.

He uses the specific price, weight, and grade
information you have disseminated to establish
probable prices at alternative markets and chooses
the market which is most likely to yield him a
reasonable return, not necessarily the highest
possible return.

He receives the information and uses it as part of
a total accumulation of information which then
builds a basis for decisions. Since he does his

own interpreting, the information you make available
to him should be objective facts, quantitative
whenever possible, and thus largely free of any
evaluation and/or interpretation on your part as to
the trends in the market.
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c::](e) The following combination of the above. (Please
list in order of importance.)

(:::}(f) Any other view as to the purpose of the pfoducer.
Please specify.

The following are a number of observations on two consecutive
market days. You are asked to evaluate the market for the
second day in terms of change from the previous day. The days
need not be specified, but do not think in terms of Friday
and then Monday. If none of the evaluations listed seem
adequate, write in the qualification or change you would make
in the "other" blank. Always choose one of the specific
alternatives, however, and then write in your changes or
qualifications.

(a) First day. The market has a relatively large supply of
slaughter steers which will grade Choice and weigh 1000-
1200 pounds. The price range for these Choice steers
was observed to be $25.00-$27.00 per cwt. High Choice
steers in this weight range sold at $26.50-$27.00, with
most of the loads going at $27.00.

Second day. The supply of Choice 1000-1200 pound steers
is still relatively large. Early in the session, the
high Choice steers are observed to be bringing $27.00.
However, a price of $26.50 begins to appear consistently
as the session proceeds toward completion.

Which of the following best describes the "second day"
market compared to the "first day"™ market for high
Choice steers?

[ steady | [) strong to 25¢ higher
[ weak to 25¢ lower [ 25¢ higher

[ 25¢ lower [ strong to 50¢ higher
[ weak to 50¢ lower L) 50¢ higher

[ 50¢ lower D strong to $1.00 higher

[weak to $1.00 lower [ $1.00 higher
D$1:.00 lower

[Jother
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First day. High Choice 1000-1200 pound steers sell at
$26.00-$26.75, with most of the sales at $26.50. Prime
1000-1200 pound steers sell for $26.50-$27.25, with
most of the sales at $27.00.

Second day. Four loads of high Choice are received, two
loads sell at $26.00 and two at $26.50. Several loads
of mixed Prime and high Choice sell at $26.75. Prime
steers brought mostly $27.00. (Please overlook the
small number of loads used for purposes of simplicity;
the proportions of the total market at each price are
the important issues and you should assume those are

the same if your market would have many more than four
loads of high Choice steers.)

Which of the following best describes the "second day"
market as compared to the "first day" for high Choice
steers?

D steady D strong to 25¢ higher
Dweak to 25¢ lower D 25¢ higher

[::]25¢ lower [::)strong to 50¢ higher
[weak to 50¢ lower [ 50¢ higher

[ 50¢ lower [ strong to $1.00 higher
Dweak to $1.00 lower D$1.00 higher

D $1.00 lower
D Other

First day. High Choice 1000-1200 pound slaughter steers
sell for $26.00-$27.50, with most sales observed at
$27.25. Have 10 loads of high Choice on the market.

Second day. Again, 10 loads of high Choice, 1000-1200
pound steers. Three loads show signs of excessive fill
and bring $26.50. Two loads show bruise damage and also
bring $26.50. The other five loads all bring $27.25.

which of the following best describes the "second day"

market as compared to the "first day" for high Choice
steers?

D stéady D strong to 25¢ higher
[} weak to 25¢ lower  [J 25¢ higher
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(3 254 1ower [Astrong to 50¢ higher
[ weak to 50¢ lower [ 50¢ higher
D 50¢ lower Dstrong to $1.00 higher

[] weak to $1.00 lower [1$1.00 higher

[14$1.00 lower
D Other

First day. Receive 10 loads of high Choice, 1000-1200
pound slaughter steers. They sell for $26.50-$27.00,

with three loads at $26.50, four loads at $26.75, and

three loads at $27.00.

Second day. Have 12 loads of high Choice, 1000-1200
pound slaughter steers. Two loads belonging to a seller
shipping to the market for the first time bring $26.00.
Of the 10 loads remaining, three bring $26.50, four
bring $26.75, and three loads bring $27.00.

Which of the following best describes the "second day"
market as compared to the "first day" for high Choice
steers?

[ steady [] strong to 25¢ higher
8 weak to 25¢ lower [} 25¢ higher

[ 25¢ lower D strong to 50¢ higher
D weak to 50¢ lower D 50¢ higher

D 50¢ lower [ strong to $1.00 higher

l' Iweak to $1.00 lower D$1.00 higher

D $1.00 lower
D Other

First day. High Choice 1000-1200 pound steers bring
$27.00-$28.00 with most sales at $27.50.

Second day. Supply seems to be light relative to
demand for high Choice, 1000-1200 pound steers and sales
are made primarily at $28.00 with a few loads reaching
$28.50.
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Which of the following best describes the "second day"
market as compared to the "first day" for high Choice

steers?

] steady

Dweak to 25¢ lower

D 25¢ lower

[ weak to 50¢ lower

D 50¢ lower

[jweak to $1.00 lower

D $1.00 lower
DOther

Dstrong to 25¢ higher

D 25¢ higher

D strong to 50¢ higher

E_'] 50¢ higher

[ strong to $1.00 higher

[} $1.00 higher




