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FEEDER CATTLE PRODUCTION 

During the past 10 years the beef calf 
crop increased at the rate of 1 million 
per year. The distribution of this in
crease among the 48 states is shown in 
the accompanying map. 

Beef calf production in Minnesota has 
almost doubled in the past 10 years -
from 265,000 in 1957 to 466,000 in 1967. 
All areas of the state have increased 
beef cow numbers, but the largest in· 
crease has been in northwestern Min
nesota in the area adjacent to the Red 
River Valley. Large increases also have 
occurred in both the southeast and 
southwest corners of the state, where 
beef cow numbers per acre are the larg
est. 

The January 1 beef calf inventory 
was estimated by USDA at 27.5 million 
head, an increase of 200,000 over the 
year-earlier iiumber. However, calf 
slaughter in 1968 is running below last 
year at a rate that will save an addi
tional 500,000 head for feedlots. Feeder 
imports also are running over year
earlier levels. Thus we expect that 
feedlot placements during 1968 can and 
will be increased over 1967 levels by 
over 1 million head. 

SUPPLY, DEMAND. AND PRICE 

The supply of steer and heifer beef 
is the most important factor affecting 
fed cattle prices. Per capita supplies of 
this type of beef are shown in table 1 
along with the corresponding yearly 
prices for carcass beef for the past 15 
years. Since part of the change in prices 
is a reflection of inflationary pressures 
and since inflation has become a signi
ficant factor in recent years, prices were 
adjusted by the consumer price index 
before supply-price comparisons were 
made. Note that the adjusted 1967 price 
actually was 90 cents less than the 1966 
price, although the undeflated price was 
greater. 

The data from table 1 have been 
plotted on the graph on page 2 in order 
to illustrate: (1) the increasing demand 
for steer and heifer beef through time 
and (2) the effect of a shortrun change 

Tilfsru·tfciew-as prepared by Paul R. Has
bargen and Kenneth E. Egertson, extension 
economists, on June 5, 1968. 

Table 1. Steer and heifer beef supplies per capita and wholesale carcass beef prices, 
1953-67 

. . -·- -- ----·-

Wholesale Consumer Adjusted 
Year 

Per capita 
supply price* price index wholesale price 

1953 ................................................................................... . 53 
1954 --··-·- ............... . .............................................................. 53.4 

........................................................... 54.7 1955 
1956 
1957 
1958 
1959 
1960 
1961 
1962 

59.2 
57 

--·--- ............................................................ 57.3 
60.7 

................................. 64.3 
68.2 
65.7 

................ -...................................................................... 72.2 1963 
1964 ...... ............................. -.................... 78.5 

........................... 74.5 
................................................................................... , ... _ ...... 79.8 

1965 
1966 
1967 83.0 

38.00 
38.33 
37.15 
35.56 
37.80 
43.60 
44.03 
42.78 
40.27 
43.83 
40.06 
38.49 
42.79 
42.26 
42.43 

* 600-700 pound good and choice steer carcass beef; Jess than carload Jot. 

93.2 40.77 
93.6 40.95 
93.3 39.82 
99.7 37.55 
98.0 38.47 

100.7 43.29 
101.5 43.38 
103.l 41.39 
104.2 38.64 
105.4 41.58 
106.7 37.54 
108.l 35.61 
109.9 38.93 
112.9 37.32 
116.5 36.42 

in supply upon the adjusted price of 
beef. 

The fact that the points on the graph 
shift to the right through time suggests 
that people have been willing to eat 
more beef each year even without a 
change in price. Thus, a given supply
price relationship holds true only for a 
few years before it shifts to the right. 
(The graph shows only two shifts. We 
could show more by drawing a sepa
rate line for each 2- or 3-year period.) 

The major reason for this shift or in
crease in demand for beef appears to 
be that people desire more beef as their 
incomes rise. Estimates have indicated 
that people want to increase their beef 
consumption by about 1 percent for 
every 1 percent increase in their dis
posable incomes. Therefore, if real dis
posable income goes up by 3 percent in 
1 year, we could expect people to buy 
3 percent more beef than in the pre
vious year (from 83 pounds to 85.5 
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*The wholesale price is adjusted according to the Consumer Price Index. 

pounds each) at the same real price. If 
per capita supplies increase by this 
exact amount, prices would not change. 
If per capita beef supplies are the same 
as in the previous year, the price would 
go up as people attempt to fulfill their 
desire for more. But if per capita sup
plies go up by more than the demand 
shift, prices would have to be lowered 
to entice people to buy all available 
supplies. 

The extent to which prices change 
with a given change in supply from 
one year to the next can be roughly 
estimated by following one of the lines 
on the graph. For example, a 5-pound 
increase in per capita supplies in the 
early fifties decreased price by $3, while 
a similar increase in recent years would 
have decreased prices by only half as 
much. 

The other major factor affecting the 
price of beef in any one year is the sup
ply of competing meats. If, for example, 
the supplies of other meats are greatly 
decreased in any year, their prices will 
rise, giving consumers reason to shift to 
eating more beef unless beef prices also 
rise. This was precisely the reason for 
the large increase in beef price between 
1957 and 1958. Pork supplies and cow 

beef supplies both were cut back 
sharply in that year, enabling a sharp 
rise in the price of steer and heifer beef 
even though per capita supplies re
mained the same. 

Projecting prices for steer and heifer 
beef requires projections of all the ma
jor factors that affect these prices. The 
first of these is the supply of steer and 
heifer beef. The primary indicator of 
steer and heifer beef production for the 
next few months is the USDA Cattle 
on Feed Report. Table 2 shows how 
many more cattle were on feed on April 
1 relative to last year. To make esti
mates for changes in slaughter for a 
year ahead, we also must consider the 
available supply of feeder cattle. Based 
on this information, we expect that fed 
cattle slaughter will increase about 1 

Table 2. Number of steers and heifers on 
feed by groups according to expected 

marketing periods 

Steers and heifers 
Expected marketing------·- -~"--~eed, AJ:,ril_l_ 

quarter 1967 1968 Change 

................ thousand head . 
Apr.-June 3,778 3,736 -42 
July-Sept ................ 3,746 4,016 -l-270 
Oct .-Dec. 2,548 2,488 -60 

Table 3. Quarterly marketings of fed 
cattle in 32 states, 1966 and 1967 
and expected marketings for 1968 

Quarter 1966 1967 1968 

thousand head .. 
Jan.-Mar. 4,983 5,372 5,661 
Apr.-June 5, 165 5,704 5,800 
July-Sept. 5,189 5,357 5,600 
Oct.-Dec. 5,026 5,246 5,600 

Total .................... 20,363 21,679 22,661 

million head again this year. Our pro
jections by quarters are shown in table 
3. A slaughter of this size (with rela
tively higher average weights than in 
1967) would result in a 3-4 percent 
increase in steer and heifer beef sup
plies, raising per capita consumption 
to about 86 pounds. 

The question, then, is will the in
crease in demand be equal to, greater 
than, or less than the increase in sup
ply. 

First, it appears that real incomes will 
increase enough to cause an increase 
in the demand for beef about equal to 
the supply increase. 

Secondly, per capita supplies of cow 
beef are expected to be down almost 
enough to offset the steer and heifer 
beef increase, thus leaving total beef 
consumption at the 106-107 pound lev
el in 1968. Also, poultry, lamb, and pork 
supplies may be somewhat below their 
1967 levels. So, the supply level of com
peting meats will be such as to raise the 
demand for beef a couple percentage 
points. 

Therefore, the real price of beef will 
be higher in 1968 than in 1967 by a few 
percentage points. And, with inflation 
running at 4 percent or more, the unde
ft.ated quoted price of beef carcasses 
will be about 6 percent over 1967 levels 
during the first three quarters. The re
lationship of live prices between the 2 
years will be similar unless byproduct 
values change again. 

MANAGEMENT SUGGESTIONS 

• In light of the increased inflation 
rate, reexamine your nonfeed produc
tion costs as well as your outlook price 
so you do not bid feeder prices too high. 

• Do not sell cattle before low choice 
finish this summer, since prices are ex
pected to remain firm to stronger on 
finished cattle. 

• Consider shortening the finishing 
period on cattle now aimed at fall mar
kets, since heavier placements and in
creased marketing weights may add up 
to a declining market in the fourth 
quarter. 
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