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The ever-expanding suite of  value-added management 
and marketing programs available to cattle ranchers creates 
substantial ranch-level complexity. Cattlemen today are 
faced with the challenge of  determining which programs 
will differentiate their cattle on sale day while maximizing 
the profitability of  their operations. 

While all of  these programs are likely to add costs, the 
additional income generated from each of  these programs 
is uncertain. Given that lots of  cattle sold typically 
participate in many programs and management decisions 
must be made months or years in advance of  a sale, it is 
nearly impossible for a rancher to accurately forecast the 
premium associated with implementing any particular 
program.

However, with the help of  good data and moderns 
statistical methods we can gain considerable insights 
into the value associated with particular programs and 
management practices. In this article I discuss estimates 
of  the average premiums paid by buyers for individual 
value-added management and marketing programs using 
data from Western Video Market’s (WVM) satellite 
video auctions in 2017. These results can give ranchers 
information about the average value that each of  these 
programs brings on sale day. 

WVM serves as a marketing outlet for cattle ranchers 
in the western United States. In 2017, more than 286,000 
head were sold during 13 video-based auctions. Prices for 
calves and yearlings were analyzed separately. 
Calves were classified based on the average 
weight of  the lot being between 450 and 650 
lbs. in order to focus on price effects at time 
of  weaning. Yearling lots had average weights 
in the 750- to 950- lb. range.

In total, 998 lots of  calves and 715 lots 
of  yearlings were analyzed. Lots consisting 
of  cows, pairs, and bred heifers were not 
analyzed. Lot-level characteristics (e.g., breed, 
sex, weight, frame score, etc.) are included in 
the model to control for how these factors 
influence price, while catalog descriptions 
were used to determine the value-added by 
specific management and marketing programs 
associated with each lot of  cattle in the 
auction. Using statistical techniques and this 
lot-level sales information, the price paid for 
lots of  cattle in 2017 can be decomposed by 
each characteristic/attribute. 

While different models were estimated 
for calves and yearlings, there are several 
variables that are common across both 

models. These results are shown in Figure 1. The estimates 
for calves are shown in navy blue and the yearling estimates 
are provided in red. In each figure the dot represents 
the estimated average premium or discount for that 
characteristic, while the lines extending from the dot depict 
the 95% confidence interval or the range in which we 
can be 95% certain the true value falls. If  the confidence 
interval includes zero (red vertical line), we cannot 
be certain that the premium/discount is not zero. All 
premiums/discounts are reported on a per hundredweight 
(cwt.) basis. Readers should interpret the dot as the best 
estimate of  the true average value of  the characteristic/
attribute, and interpret the length of  the line as a measure 
of  the precision or accuracy of  the estimate.

The variable Miles to Omaha accounts for the driving 
distance in 100-mile increments between the ranch location 
of  the lot being sold and the concentration of  feeding and 
processing capacity in the Midwestern United States. Since 
most slaughter capacity in the U.S. is in the central part of  
the country, most cattle raised in the west must eventually 
be transported Eastward for processing. The results 
indicate that a lot of  calves is discounted by  $0.77/cwt. for 
every 100 miles it is from Omaha, NE. This means that a 
lot of  calves in Alturas, CA (about 1,550 miles from NE) 
would sell for $11.94/cwt. less than a lot of  calves with the 
same characteristics and participating in the same programs
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that was located in Nebraska. The estimated 
discount due to location is more substantial 
for yearlings -- $1.15/cwt. per 100 miles.

Lots containing only heifers sell at a 
discount of  $16.71/cwt. as calves and a 
discount of  $7.27/cwt. as yearlings, when 
compared to steer-only lots. When mixed lots 
are marketed (lots including both steers and 
heifers), the price received for both sexes is 
discounted ($6.05/cwt. for calves and $4.00/
cwt. for yearlings), when compared to selling 
same-sex lots—mixed lots have roughly half  
the discount of  heifer-only lots. Calves that are 
weaned 30 days or more brought an average 
premium of  $5.56/cwt. in 2017.   

The results from the calf  and yearling 
models for the value-added management and 
marketing practices employed by ranchers in 
2017 WVM auctions are provided in Figure 
2. As before, the estimates for calves are shown in navy 
blue and the yearling estimates are provided in red. The 
largest premiums for both calves and yearlings in 2017 were 
associated with marketing lots that were organic ($7.92/
cwt. for calves and $6.60/cwt. for yearlings) and/or non-
GMO ($6.94/cwt. for calves and $3.03/cwt. for yearlings). 
Ranchers including these characteristics in the WVM sales 
catalog descriptions were new in 2017. Calves that were 
marketed as age and source verified, a program required 
for beef  to be exported to Europe, sold for a $3.23/cwt. 
premium. Yearlings that were implanted ($0.93/cwt.) or 
marketed as natural earned statistically significant premiums 
as well. 

WVM provides an alternative to the third-party verified 
natural program wherein ranchers can sign an affidavit 
confirming that cattle were raised 
in a fashion consistent with the 
natural definition (cattle marketed 
have never received antibiotics, 
added hormones, or consumed 
feed or supplements containing 
animal by-products). The third-
party verified natural program 
generated a $3.25/cwt. premium 
and the WVM seller-certified 
counterpart provided an average 
premium of  $1.93/cwt. for 
yearling cattle marketed in 2017. 

The models estimated for 
calves and yearlings provide 
extensive information on 

premiums/discounts for lot-level physical characteristics, 
within-lot variability, and vaccination programs. Space 
considerations preclude a comprehensive discussion of  all 
of  the results in this article, but they are available on my 
Blog (https://livestockecon.ucdavis.edu/blog/).  

Many ranchers who market through WVM are at the 
forefront of  differentiating their cattle through a variety 
of  value-added management and marketing programs. 
Through estimating the premium or discount associated 
with each of  these programs, I hope to provide ranchers 
with more information on the potential benefits, or lack 
thereof, associated with incorporating these programs into 
the management of  their operations. By comparing the 
anticipated returns of  a program with the additional costs, 
ranchers can maximize the likely returns to their operations. 
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