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How Should You Market Your Cattle?

1. Auction Barn

2. Direct - dressed or live

3. Grid

4. Contract
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Eactors Creating Bipoelar
Market

Growth in carcass merit marketing (I.e. “grid selling”).
— |nstrument grading raises the stakes.

More documentation
— Age, Source, Health, Genetics

Feedlots keeping track of bottom-line results with more
sophisticated information systems.

— They won’t “forget” where they got the good or bad loads

More branded beef companies looking for specific cattle — and
willing to pay more when they find them.

A shift from “selling” to “Marketing”




Foodservice Beef Product \Volume

2006 Total Volume = 8.381-B Lbs.

Ground Beef
5.287-B Ibs.
63%

Other Beef
650-B Ibs.
8%

Steaks 1.406-B
Ibs.
17%
Roasts
1.038-B Ibs.
12%

Ground Beef represents the lion’s share of beef volume used in foodservice.

Sirloin

Filet

Ribeye
Other Steak
Strip

Flat Iron
T-Bone
Petite Tender
Ranch Cut
Porterhouse

Chuck Roasts
Round Roasts
Beef Tenderloin
Prime Rib

Ground Beef (Bulk & Patties)
Ground Beef Preparations

All Beef Hot Dogs/Brats
Ribs

Philly/Shaved Steak
Specialty Beef Deli Meats
All Other Beef

Strips




Old Flat Iron "rest" shows the
shape of aflat iron
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Arm and Shoulder

Flat [reni Steak

m [he beef cut Is actually a top blade
steak derived from the tender top
blade roast. The roast Is separated
Into two pieces by cutting
horizontally through the center to
remove the heavy connective
tissue.




i OFFICAL USDA
LU BEEF-OAULITY GRADES

m USDA’s Ag Marketing Service (AMS)

— Approved the use of electronic vision
Instruments-basically computerized

cameras, in applying OFFICAL USDA
BEEF-Quality Grades.

Carqill has used this technology In-house
as a tool for supplier feedback, planning,
sorting and providing innovative
customer solutions.




Beef Carcass Imaging
Measuring YielalGrade/Mardling Score




Carcass Image
A EWETES

Ribeye, Lean,
Marbling

igure 2. Results of image analysis showing the ribeye. other lean. fat. and marbling from lov
nd high yielding carcasses.




Reflectance Spectroscope
Predicting Beef T'enderness

- / o il .
tgure 3. USMARC on-lime reflectance spectroscopy system for predicting beef tenderness.
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can come from any. given CARCASS




How hias the Beef Industry Changed

Added value to market price

=

$5-7/cwt spread in
Feeder calf price

=

-

$15-22/cwt spread in
Feeder calf price

=

o

$20-35/cwt spread in
Feeder calf price

<>

Co '
Mmodity or sub-commodity price

Previous

Current

Future




Grid Marketing

Grid selling increased nearly
five-fold from 1992 to 2002, and
currently represents half of the
cattle.

Cattle-Fax projects that 80%
of fed cattle will be sold on
a grid by 2008.

1992 2002 2008

Instrument grading is coming on line, allowing for more objective
evaluation of carcass merit & value.

Percent YG 4 carcasses will go from 5% currently to 15% when
Instrument grading is the standard.




Three Grid Factors

m Marbling
— More Value for Prime, CAB, Choice

m Lean
— Premium for yield grade 1&2

m Out Cattle

— Discounts for misfits
(YG 4’s, heavies, lights, -

US0A Cholea

Standards) 1,

Rl st i bding

34%
USDA Choles
Zrnl mwblng




Paying the Same for ALL Cattle

YG1 | YG2 | YG3 | YG4 | YG5
Prime $120.00(/$120.00{$120.00|$120.00|$120.00|
CAB $120.00|$120.00/$120.00| N/A N/A
Choice $120.00($120.00{$120.00|$120.00 [$120.00|
Select $120.00($120.00{$120.00{$120.00 [$120.00|
Standard | $120.00{$120.00{$120.00{$120.00|$120.00|
Dark Cutter |$120.00{$120.00($120.00($120.00{$120.00|
Commerical |$120.00($120.00{$120.00{$120.00|$120.00|
Heavy Choicg $120.00($120.00{$120.00|$120.00|$120.00|
Heavy Select|$120.00($120.00($120.00{$120.00{$120.00|
_ight Choice|$120.00{$120.00|$120.00|$120.00|$120.00|
_ight Select [$120.00($120.00($120.00{$120.00{$120.00|




Typical Grid Using a $120 Market
and a $8.00 Choilce/Select Spread

YG1 YG 2 YG 3 YG 4
Prime $133.60|$132.10({$130.10|%$110.60

CAB $129.10|$127.60($126.10 N/A

Choice $126.60|$125.10({$123.60({$103.60
Select $118.60($117.10({$115.60| $95.60
Standard $100.60($100.60|%$100.60| $95.60
Dark Cutter | $88.00 | $88.00 | $88.00 | $88.00
Commerical | $92.00 | $92.00 | $92.00 | $92.00
Heavy Choicq $100.00({$100.00|$100.00| $90.00
Heavy Select| $92.00 | $92.00 | $92.00 | $82.00
Light Choice| $95.00 | $95.00 | $95.00 | $85.00
Light Select | $87.00 | $87.00 | $87.00 | $77.00




Continued! Increase In Branded
Beel Programs
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Branded Beef Programis

m Breed specific programs
— Certified Angus Beef
— Certified Hereford Beef
— Premium Gold Angus
— Swift Natural Angus




Brandead Beer Programis

m Programs based on carcass quality
— Sterling Silver
— Stockyard’s Premium Beef

8 Brand name specification Program
— Nolan Ryan’s Tender Aged Beef

m State or regional brand Programs
— Nebraska Corn Fed Beef
— South Dakota Certified Beef




Certified Hereford Beef -
example

m Cattle must have white face (51%)

m Must exhibit markings of Hereford, but no
markings on hip, shoulder, or side ofi body

m Must

m Must
dairy

m Bulls,

e solid red, black or roan
e of beef breeding (i.e., no evidence of

oreeds)
bullocks, or cows are unacceptable




Laura’s Lean Beef -
example

No breed reguirement

Preference for exotic (continental) breeds
— 75% exotic or higher

Premiums for lean, heavy muscled cattle
Natural cattle will' realize a premium

Selection Is for yield grades 1 or 2 lean beef
i ‘h‘j“

LAURAS
|.|'l.-iIH 1.]..H?,E'F

CATILE AWEED WiTH0AT AMTEROTICE,
H SROWTH HORHONIE KIS,
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Natural

'he product is minimally processed

'he product cannoet contain artificial
Ingredients

m [he product cannot contain preservatives

e Hormones are not allowed In
raising hogs.

* Therefore, the claim "no hormones
added" cannot be used on the labels
of pork or poultry unless it is
followed by a statement that says
"Federal regulations prohibit the use
of hormones."




Wihat Is “organic=?

“A production system that Is managed... to
iespond to site-specific conditions by,
Integrating cultural, bielogical, and
mechanical practices that foster cycling of
resources, promote ecological balance, and
conserve biodiversity.”

Governed by Federal Law/Rules

» Organic Foods Production Act of 1990

* National Organic Program Final Rule .. ORGAN": _

7 CFR Part 205. Effective October 2002.
www.ams.usda.gov/nop




Organic

m Products must be processed by 'a USDA ceritified
organic farm or processor.

= Animals must be free of antibiotics or growth
normoenes.

= Animals must be free of any animal protein or by-
products.

m Animals must receive feed that Is 100%
organically raised.

® Animals must have access to outdoors but must
be temporarily confined for health, safety, or
stage of production to protect soil and water
guality.




{CHALLENGES: Changing Consumer Marketplace}

{ Natural/Organic Beef Dollar Share J

06 Total Beef Sales

1.4
1.2
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| CHALLENGES : Changing Consumer Marketplace }

{ Natural/Organic Beef Dollar Share J

Understand

lhe
Vigriketplace




Organic Food -
U.S. Consumer Sales
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Source: Nutrition Business Journal estimates based on OTA’s 2006 Manufacturer Survey, annual
Nutrition Business Journal surveys of manufacturers, SPINS, and other sources, as cited in OTA's
2006 Manufacturer Survey at: www.ota.com/pics/documents/ short%200verviewd20MMS. pdf




Over the next four years, stirongest
consumer demand Is predictedifor the
meat/poulitry/fish category.

Organic Food Forecast, 2004-2008

(Dollar growth - average annual sales)

TOTAL ORGANIC FOOD
Condiments/Sauces
Snack Foods

Dairy

Breads and grains

Category

Packaged/prepared meals
Beverages

Fruit & Vegetables

Meat/Fish/Poultry

15 20

Percent




IHow' Minnesota Department
off Ag. Supports Organic

Administer certification cost share
Minnesota Organic Conference
\Workshops, trainings, field days
Fact sheets

Special projects
= Organic Farm Directory e

= Organic Farm Business Mgmit. 2006
program

= Field questions, distribute info
= Web site at MDA

Directory of

Contact: Meg Moynihan 651-201-6616




Minneseta hadfabouit 500
certified organic farms in 2006.

In addition, Minnesota
has about 150 organic
processors/handlers.

More certified meat
processing (USDA and
equal-to) is needed.

< Number of Organic

Farms per County
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Requirements for Natural or Organic Beef Programs?2

ltem Natural Beef program  USDA Certified Organic
Beef Program

Antibiotic use Generally not allowed Not allowed
lonophore Use Typically not allowed Not allowed
Implant use Generally not allowed Not allowed

Feed containing mammalian Not allowed Not allowed
protein or by-products

Feed from non-organic Typically allowed Not allowed
sources (i.e., fertilized
pastures)

Other restrictions Each program varies Extensive
Certification Producers signs and affidavit USDA certification

Regulation/auditing Branded program USDA audits

aSource: Cattle-Fax




Potential Health Problems

» (Calf Scours

* Bovine Respiratory Disease

* (Coccidiosts

' Digestive Problems

s Acidosis
» Bloat

» [iver Abscesses



Calf Health is Crucial !

» Treating a calf 1s costly!

* Salvage value — You bought natural calves ($S) and now
have to sell them conventionally (¢¢)

" Opportunity cost — After treatment, can the calf fit into
another program? What would he have done mn a
conventional program from the start?

* Lost performance — While the calf was fed naturally

*  Drue & labor cost

» But treat 1f necessary



Management Guidelines
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Branded heef programs

Branded beef systems pushing the limit on price to get cattle with a
high probability’ of hitting the brand specifications.

— Paying more on the front end to get cattle that will hit specs
IS more economical than buying cheap on the front end and
paying the high price of non-conformance (i.e. “fallouts”).

90% Conformance 60% Conformance

Feed 111-hd for every Feed 167-hd for every
100 head that qualify 100 head that qualify
against the specifications. against the specifications.




What do'lfneed to doito ensure that
my. cattlermeet the specs of a
branded Beef program?
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Professional marketing

— | your cattle are suitable for a branded beefl program, don't
expect the branded beefi programs to “find” them.

» |t’s not their job te find them. It’s your job to make them
visible.

— To attract bids from premium buyers, they must know more
about your cattle than what they can learn in the 10-second
overview from the auction block.

» It will be assumed that your cattle are “generic commodity”
unless you show otherwise.

— Premium buyers are only interested in load lots (50,000-Ibs)

» The overhead associated with put-tegether groups isn’t
worth the hassle.

» Put-together “generics” always carry health liability.




Documentation

\

— Documentation ofi Beef Quality Assurance (BQA)
practices.

— Age certification (to comply with BSE rule —
making beef export eligible).

— Source verification & documentation of biesecurity
practices.

— Precise description of GENETICS (not just breed
or color).

— Prior data on feedlot performance and carcass
merit.

You are not forced to do this, the incentive to
do it Is to make more money.
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Genetics plays;a role in
carcass guality

m Heritability’ off carcass traits Is one of
the highest in beef cattle production
traits.

m Cattle withi superior carcass genetics
can be identified and propagated
through alliances.

m Genetic decisions will affect you for
years.




What Breeds Grade?

Yield grade
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Angus 75% Angus 50% Angus 25% Angus All Continental
25% Continental 50% Continental 75% Continental

Breed Composition




Management plays a rele'in
carcass guality

B Sorting SLAUGHTER STEERS

m Implants

m Nutrition

® Animal Health




Choice Select Cutout Value

—— 2004 —— 2005
- 2006 * 5-yr. Avg.




How hias the Beef Industry Changed

Added value to market price

=

Grid marketing

Branded Beef

-

|
CERTIFIED .01 sub-commadity price
HUMANE

RAISED & HANDLED

* Mepls B Hyumane Farmi Bsdmal Care
Prgram standards. Which include
nulriticus disf withoed anbbiotics. o
hpmones, animals rased with sheBer,
rEstng ansas. sulficknt space and the
abality 10 andadd in foluidl behndols

Age and source
verification




Know Where the premitinms
(valtie) come flrrom?

How much premiumi for known genetics?
How much premium for pre-conditioning?
How much premium for weaning?

How much premium for age and source
verification?

How much premium for natural?

IS THERE A PREMIUM?




Performance Measures that Influence Proflt

. LIVE BASIS

« ADG

« COG

- Days on feed

- Initial body weight
- CARCASS BASIS

« ADG

- COG
Days on feed
Initial body weight
Dressing percentage




SuUmmany

Your options:

1. Do nothing and hope to get average price for your
cattle

2. Do things right and get a premium
A. Must know our cattle genetics
B. Must know your marketing options
C. Must manage your cattle properly

D. Produce what the packer wants




[Eor more Informatienen
Natural or Branded Programs
VISIt

Uiel M Beefl Industry: Center at
WWW.extension.ummn.edu/peef




