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Abstract:
The purpose of this study was to determine the feasibility of producer coordinated production and
processing activities. A linear programming model was designed to provide comparisons between
short-run returns from selling market hogs and short-run returns from selling carcasses. The spatial
framework was specified such that all pairs of regions were separated by given market prices,
transportation costs, processing costs, and handling charges for loading carcasses at defined collection
points. Theoretical considerations led to the conclusion that selling carcasses would become an
economically viable choice if the site-price for shipments made to carcass destination j exceeded the
site-price for shipments made to market hog destination j.

Production points were defined from the current: pattern of hog feeding within Montana and point
estimates or market hog supply were made from published sources. Processing firms that expressed an
interest in custom slaughtering hogs for Montana producers were contacted. Information was obtained
for point estimates of excess capacity and slaughter charges. Final destination points for both product
forms were enumerated and point estimates of demand were determined through buyer dnter-views.
Market hog and carcass prices were estimated for all destinations and transportation costs were
specified for all pairs of regions for both product forms.

The optimum solution was obtained through consideration cf alternative delivery routes. The results
indicate that net revenue would be augmented $2,540.35 per week by selling carcasses. If by-product
sales were made, net revenue would increase $5,089.39 per week. On a marginal basis, the results
indicate that a $1.56 per cwt. market price differential exists for this alternative.

The change in the current pattern of market hog sales to a system including hog and. carcass sales
indicated that processing at or near the source of production was important. In addition, the final
shipping pattern indicated that coordination between slaughterhouses and the ability to achieve a steady
flow of carcasses are sensitive to the available amount of slaughter capacity. The prevailing set of
shadow prices indicate that availability of slaughter capacity at collection and delivery points is
sensitive to changes in slaughter charges or changes in prices at coinciding market hog destinations. 
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