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Only with correct cut-out forcasts generated by 
a suited classification/grading system, a 
correct backward orientated evaluation of pay­
out prices can be installed, which is the back­
bone of a financially responsible management of 
a slaughterhouse.
If one agrees with the above principles, it has 
to be stated that the actual EEC (pork) grading 
system does not serve this purpose in the best 
possible way (5, 6, 8). The EEC grading system 
produces a "total lean meat percentage" of a 
carcass/animal, a data that has obviously no 
clear-cut logical function within the drafted 
managerial acccounting/information system. (For 
a more detailed critique of the lean meat 
percent approach within classification systems, 
see Lorenz (16)).
Additionally, the EEC lean meat percentage con­
cept does not differentiate between animals/ 
carcasses of different conformation which by 
chance show a similar total lean meat percen­
tage. When additionally, the same pay-out price 
is then established for these animals/carcasses 
that are definitely different in their (sub-) 
primal cut-out and thus in their returns, this 
represents a fundamental vulneration of basic 
accounting needs.
Some countries have (partly) recognized this 
difficulty, so that for example, the Nether­
lands quickly supplemented a "type" (muscling) 
factor as well as an additional class S to 
their form of the EEC pork grading system (24, 
27), in order to avoid the severest economic 
fractions of the system; a similar adaption of 
the grading system has been implemented in 
Bavaria, Germany, where the SKG II is often 
used which also takes the "type” (muscling) 
into consideration by measuring the ham angle 
of a carcass. In Belgium this system has been 
recommended, too (7).
Since the total lean meat percentage in the 
EEC pork grading system is the result of appa­
ratus-specific formulae using original carcass 
parameters, the latter have a higher degree of 
information content than their aggregate. 
Therefore, the question should be asked why a 
derived value like total lean meat percentage 
is being used in grading (and unfortunately 
very often in subsequent pay-out) systems 
instead of the original carcass data with their 
higher information content.
To solve this problem (20, 22, 23), in the 
lower part of FIG. 3 a procedure has been draf­
ted, which has already been outlined in detail 
by Hayenqa (12) and which is used advan­
tageously in several leading slaughterhouses in 
the US. For each slaughter animal the basic 
data (estimated) margin I and the original

It(carcass) parameters carcass weight g 
back fat (BF) depth, and a muscling s fiin 3 Smade that eXf' e of' 

of the\ fit
index (or ham angle) are stored 
Then a regression is 
margin I as a (linear) function ' flf 
ginal carcass/animal data (lower Paf
3). This is done for every weight group

MARGIN I BF + a * CWEIGHT + 3a + a1
This approach allows a s 
to develop a premium/discount

ments for animals/carcasses

ef "
laughterhouse ̂  ij/

economically justified incremental,---------  wi_th
(12)traits. For further details, see , ^

 ̂̂ i n ^
This procedure helps management to m3 
proper relationship between ', f *01pay-out prices in an optima I
every animal/carcass and thus__J°iy<> is
production, which is a necessity 1
operate responsibly (and profitablyĴ tain c *
Furthermore, the feeders/breeders
rer economic siqnals concerning the <'tr31 ,,

withof animals/carcasses wun ui-y- , 
which too leads to a more sophishicâ .ĉai-(L 
making in this area (also compare
<3))- , „orO 'VSince slaughterhouse managers are ,]«(
in the forefront of developing ŝ gC| pf° ̂  
management systems, the above menti  ̂ ^
area has not yet been fully recogn^ .5 iŝ ( 
(european) slaughterhouse industry
to the fact that the majority of
managers was not yet forced to 
costing

integrate /
with classification and Pâ

out

derivation in a total systems aPPr°^nc beC 
In Germany, this situation is 
of the dramatic decline of profit

changé :: t

changed
in < y
in*jntwo years that very often ts. •

losses (2, 21) in many slaughter P a 
context, compare too Gans, K. (9’ P- J

£Uf0r ifsomeNewertheless, there have been 0iut1 
firms that already felt that *3etteg(jeC). 0 / 
this problem area were urgently nee ĝSi t[Pl 
In Denmark, for example, this has  ̂  ̂
development of a grading sysL̂  pfifl13 
allows for a prediction of (sÛ nS gfe e / 
specific cut-out values. Such systê g 
to integrate into the logic 
management system (FIG. 3).
EEC grading system with the econgiU- 
information of total lean meâ Jiê-—- i(\

of p7
In the following section more deta t1 
of the proposed management inf°r 
shal1 be given.

ils / i on
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N baŝ resents an example mass-flow-graph of 
,Qw ,t.c s'aughterhouse operations. The mass- 

transportation of the raw

the necessary (process related)

'a$iC
■epial ts with thevlTsthP /. 1s then reflecting clerical treatment c n v e - - •  ̂■anlmal buying and trade department,
N. ,eu raw material is send to the slaughter where"ilve$ in joint product production the
4 by-products result. Halves are sent 

°r processed further to (sub-) 
respective areas, which addi-

Su°oler Si," «•*
lät havl process hal ves or primals/cutsV ' av®«du

Seems to de Profitable. Similar basic 
pShterL patterns are developed for all other 
c'ctUre Qf°USe functional areas. Based on this 

real operations, the necessary cost 
(. idetlt. an aPpropriate accounting system can 
/'N a ^ ed and departmental cost sheets 
Hr ̂  deÛ et* definition °f their cost units) 
, apeVei°ped. (in a slaughterhouse, these 
t>, j J0stly no. of animals, 100 %/kg live 
ke ̂'ch %/kg dead weight, but other units 

costs can be clearly related to, can

been purchased by meat buyers if this

Jiti
°na11Y introduced, if appropriate/

tlonai iv
1 S be 'y ’ S0me Of°bvinous,

a management's decision
„ Prir„ for. example:\ es to pay out free ramp / free farm
'Vjid t
3_ | ransPortation be made by a

(add̂ '̂̂ Net or by a third party?
4 Nits lt:"0nal) purchase of (certain)
' \ fpr°fitable? 
cass ar to
tl0n

Nt-;. PrNal s

self­

meat

(car-

%  In

Process the raw material 
subprimals ...)?

°nlY a few of the most common deci-
4 V°ns/r°rc*er f° reach the best possible
C ê 4ue+Su1ts' 

datevaluationa+'- ta at hand. The basis for these

management must always have 
with the relevant

■s h byPri
(al< fur-

Sts °Wn

so compare FIG. 1) can be 
iricipi tâ °rmade direct costing system.

"s, that for every cost center a 
is jj direct and indirect assignable 

(dep ( < ; n9 made, differentiating between 
's ati°n period related) and variable
(totCcOinipiî v°lume related) costs. When this 

c0st/ed' a management can simulate the 
Sh'011 v0i, Revenue effect of different pro-
S;SNs
No. Product- s 0 Sa*on C1°n volume alternatives). In

^0untries, this breakdown of costs
\dc.Variab̂ e by defining cost elements as

which is indispensable for any 
business alternatives (depart-

al hr. , 0r fixed already within the 
b0,Jkk«Pin9 system.

The German system of Grenzplankosten- und Dek- 
kungsbeitragsrechnung (Kilger (13, 14), Riebel 
(28), Scheer (33)) presents a more precise 
approach. This system is additionally based on 
technology related consumption standards as well 
as a standard price system.
Thus, variances between actual and standard con­
sumptions (costs) of production factors (energy, 
labor etc.) can be better analysed and the re­
sponsibility thereof can be clearly assigned to 
department managers (control function of an 
accounting system). The output of the depart­
mental cost sheets, which is mainly variable and 
fixed costs of the respective operation has then 
to be used intelligently in setting up the 
indispensable management evaluations/tools 
(FIG. 1).

As an example for such evaluations, the evalu­
ation of margins of different production alter­
natives for grade (E, ...) hogs is given in FIG. 
5. As a side effect, the possible pay-out pri - 
ce(s) can be determined simultaneously.
In this figure all cut-out data - that has to be 
furnished by an adequate classification system - 
are listed in a way that they represent 100 %/kg 
liveweight or in a logic sence the "recombined" 
animal (26, 31). Returns obtained and the var­
iable costs involved in applying different pro­
duction alternatives are then additionally 
transferred from the direct costing (revenue) 
system. This leads to a margin I for the produc­
tion alternatives of grade E hogs. Then a 
(planned) fixed cost rate and a per unit profit 
is deducted, resulting in a planned pay-out 
price.
Since the raw material market does not always 
exactly reflect the thus obtained firm internal 
raw material price pattern, management should 
try to take advantage of this effect by conside­
ring the actual market price and evaluating - 
especially the positive - deviations from plan. 
Thus, profitable weight groups, grades, breeds 
etc. can be scanned with only minor modifi­
cations of this basic backward orientated cal­
culation procedure.
Additionally, in an integrated breeder-feeder- 
packer system, better recommendations concerning 
the "true" value of breeds, carcass traits, 
weight groups etc. can be made if adequate in­
formation is generated and evaluated as drafted 
in FIG. 3 and FIG. 5.
Finally, in FIG. 6 a summation of all grade 
related evaluations (according to the procedure 
outlined in FIG. 5) for a specific weight group 
is created which serves as a report for top ma­
nagement.
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EVALUATION OF MARGINS*OF PRODUCTION ALTERNATIVES 
'  \ l£ B gRADE (E. ...) HOGS INCL. DERIVATION OF PLANNED P AY -O U T PRICES

'A

'^T^TINg
Production alternatives

cut-out 
OF THE 

ALTERNATIVE

I CUT-OUT 
I DATA

(n ^ - B e lated d a t a

CARCASS wt (cold) 
Vi„ cooler shrink
viable carcass wt (warm)
XTBiT c of subprimal production 

primal production
^ - ^ R cass_________________

's\ ^ ^ £ 3 L B ELATED d a t a

s

Returns

by-product wt (sale)
:|a, BY-PRODUCT LOSSES
- T Co BY-PRODUCT WT (WARM)

1 0F BY-PRODUCT PROCESSINGOF
■ÏIeBRoducts

^  " S E A T ED d a t a
of Waste

disposal

WASTE WT (PAYED) 
WASTE SHRINK

f¡¿^E CqSt - WASTE WT (WARM)
WASTC TREATMENT

3 > L mrgin_
V 1V j  Ö

OF WASTE DISPOSAL

PRICES 
OF THE 

ALTERNATIVE
100 % 
OR KG 

LWT [DWT]

WT) 0 + C

H°ST

78.39
0,50

(78,89)

10,06
3,00

(13.0.6.1

7.55
0,50

( 8,05)

SUBPRIMALS

PRICE 
[PER KG]

► x p

► x p =

VALUE 
PER 100 % 
LWT [DWT]

RETURNS 
FROM 

SALE OF 
SUBPRIMALS

272,80

PRIMALS

VALUE 
PER 100 % 
LWT [DWT]

RETURNS 
FROM 

SALE OF 
PRIMALS

302,48

RETURNS 
FROM SALE OF BY-PRODUCTS

HALVES

VALUE 
PER 100 % 
LWT [DWT]

RETURNS 
FROM 

SALE OF 
HALVES

275,58

» x p = *

100,00
*. -C ost D aughter1 MAbL^-LllOTHER COST CENTERS
SSÏ1
S ^ T  TfI^TED PER 100 % OR KG LWT [DWT]) 

M Ma><- PAY-OUT PRICE)

8,45 8,45 8,45

COST OF 
WASTE DISPOSAL

/ 0,60

r~ ^ — — — — —

PlXED cost rate
(a ä  h
¡;> lÏER

%

fS^TED)
XEd COSTS)
Per

Í dT̂ NaL

UNIT PROFIT

EFp. pay-OUT
RAW MATERIAL VALUE**
PRICE)

V
PAY~OUT PRICE

^OM plan
%JS to K

^nQti0r, ^  'nt

280,65

/11.11

269,54

/20.00

249,54

/ 2,50

247,04

/249.12

/ 2,08

/ 0,60

310,33

/11.11

299,22

/20.00

279,22

/ 2,50

276,72

/ 0,60

283,43

/11.11

272,32

/20.00

252,32

/ 2.50

249,82

/249.12

27,60

/249.12

0,70

°n In lerPretated as "model data"
Ues related to 100 kg deadweight or per head possible, but here omitted due to reasons of space
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This report outlines clearly the economic con­
sequences of different production alternatives 
for the different grades, so that management 
can choose the most profitable way of ope­
ration. The information of which grade and/or 
weight group is being used advantageously in 
the different production channels then forms an 
invaluable tool for profitably balancing the 
slaughterhouse's total product demand with the 
raw material input and production capacities.

The majority of the necessary evaluations to 
which a slaughterhouse management should have 
access to can be developed on the basis of the 
calculation methods outlined in FIG. 3 and FIG. 
5; for example, an evaluation of buyer perfor­
mance can be made by simply comparing the 
actual pay-out prices of a buyer with the 
planned pay-out prices and aggregating the 
variances. For a more detailed outline of this 
procedure taking the skill of a buyer to grade 
(live) animals additionally into account, com­
pare AMI (1).

When these fundamental (raw material input and 
production related) evaluations have been im­
plemented by a slaughterhouse management, a 
similar analysis of the sales area of the busi­
ness should be done (30). Evaluations to be 
created in this area concern the relative 
profitability of different customers and market 
outlets, respectively. The due data basis for 
these evaluations can be furnished by applying 
the same data design and generation principles 
(technological process breakdown, direct co­
sting) as this has been drafted in this paper 
for the production sector.

Up to this point, accounting aspects have 
mainly been dealt with, so that the question 
may arise how quality aspects should be dealt 
with in the proposed system.

How to integrate quality aspects in a 
slaughterhouse management accounting system 
In this context the first statement is, that in 
no business an accounting system is set up to 
secure quality (see too (18, 29)). The second 
statement is that the outlined basic logic of 
slaughterhouse management does not change in 
any way when management is dedicated to "quali­
ty meat" production.
Thus, the very simple solution for integrating 
quality aspects in the proposed system is to 
label products of higher quality (which show no 
PSE-character) accordingly and to differenciate 
sharply their returns, costs and pay-out prices 
from products of normal (minor) quality.

Then the key question whether the Pf0i*U ■]!
ion '

high quality products pays out or not wi1
pay

whether the consumer is willing sn answeri 
adequate price for these products. py t
this question can easily be generate ^ a 
proposed management information syst ' 1
the outlined accounting procedures ar<' 
parallel for high and normal (min°r 
products/raw materials.

III. Closing remarks
The proposed management information sy ̂  fo 
serve as a useful decision-makinD 
slaughterhouse managers. It clear y t0 
the most profitable course of act1

a1 .„pS .tl#on1 he

taken by revealing the real sources^ in4
and is additionally a useful instrurne1̂̂diiu lb duu i i iuiia i iy a ubc i u i ■ - x
trolling departmental and total̂ P
Thus, it represents a invaluable ortool in preventing financial losses 

in applying sound business
if5

versa ,,, ---  ;f,„
leading to success. proP0̂
The major obstacle in implementing ^ sy5 ̂ 
slaughterhouse management informs  ̂5ett̂
presumably consists of the problem̂ ) pfi»1
V i A [ 5UD 'up adequate classification (ana i he.....  ̂...... ________1 rvctems j  t'1specific cut-out prediction) sys
the basic accounting principles/nee ,erjt’0

/■orlS I u *rVslaughterhouse business into c°n’Lv,+ h O V ° ' ■> . 1 IP.c'>+ h P V c1 JThese needs especially concern ôut
prediction of (animal related) cut̂  a$
by classification systems as pay
evaluation of economically Just1 .ts<.,. t 1prices for animals with specific

Now
precisely, it should be possible to inte'
more sophisticated 
disciplinary efforts.

solutions by
in

k) I owe a special word of thanks t0

Hargens, R. : for programming (lllLlcb °f.l a*
w . g5

system on an MS-DOS computer
W«'

contributing a lot of practical
on5Krell, E.: for assistance 111 ^systedetails of the direct costing ,enl

Rehmer, Elsa
elaborating all figures wi 
system.
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