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Introduction

One of the problems facing beef producers is segmenta-
tion of the industry. Common problems include resistance
to change from all segments of the industry and turf protec-
tion. We need to develop trust and gain a better understand-
ing of the problems in all segments of the beef industry.

The current buzzword in the beef industry today is “value
based marketing.” What does it mean? We will price beef
carcasses based on individual merit rather than on averages,
which is basically the current system. How do we evaluate
carcass merit? First and foremost, the system must be con-
sumer driven. We must satisfy the consumer’s wants and
needs.

What is the consumer telling us?
1. Eating beef needs to be a pleasurable experience; beef

needs to be palatable—tender, juicy, and flavorful.
2. Beef needs to be lean—closely trimmed, with no waste

fat.
3. Beef needs to be consistent.
What does the beef industry need to do to satisfy these

consumers? Work together, form alliances, communicate,
and share the value of each pound of beef produced with all
segments of the industry. Simply, if superior product is pro-
duced, each segment must reap a fair share of the reward. If
the product is inferior, each segment must be penalized.
Segments of the industry must communicate.

Precision Beef Alliance

An alliance in the Iowa beef cattle industry has been
formed between Precision Beef and Cub Foods. Precision
Beef is an organization headquartered in Atlantic, Iowa, with
a membership made up of cow-calf producers and cattle
feeders. This organization has been fostered by the South-

west Iowa Extension Service. The program is based on
records, including CHAPS for the commercial cow-calf pro-
ducer and the feedlot monitoring program for cattle feeders
to improve both reproductive efficiency and performance
of the cattle. Fed cattle are then followed through the pack-
ing plant where carcass data are obtained to evaluate the
end product for consumers.

Cub Foods is a retail food chain that has 100 stores in the
upper Midwest and southeastern part of the United States.
The Cub retail outlet in Ames expressed interest in market-
ing specification-branded beef products. Since Precision Beef
was producing a product of “known quality,” it seemed logi-
cal to form an alliance with Cub Foods to produce a branded
beef product.

Representatives from Cub Foods and Precision Beef, fa-
cilitated by ISU researchers, developed a set of specifica-
tions for the product (Table 1). Several specifications that
could be monitored were established to enhance the con-
sistent quality and retail yield criteria.

If value-based product is to be raised, processed, and
consumed—communication must occur up and down the
chain, and product price must be based on value. A simple
approach might be to price carcasses relative to the current
market—but based on retail product yield as outlined in
Table 2.

Cattle are custom processed at a commercial packing
plant, boxed at a fabrication plant where credit items (i.e.,
trim and other items that are not boxed) are sold to the fab-
ricator, and the boxed beef is shipped to the Cub retail stores.

Certified Uniform Beef (CUB) has been on the retail shelf
in the Ames store as part of a pilot project. The consumer
acceptance of this product has been overwhelming. The
product is truly a consistent, uniform product that affords
repeat customers. This result indicates that specifications can
be developed and implemented to produce a uniform, con-
sistent product.

Logistics between producer, packer, fabricator and retailer
on small quantities of product have created difficulties at
times including increased freight, reduced prices for credit
items, and large retail inventories. Several additional retail
outlets are currently being added to the project. It would be
advantageous to have the packer and fabricator in one loca-
tion and the volume of product increased. This program is
tailor-made for Iowa’s beef industry with its combination of
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grain-fed calves in retained-ownership programs. Alliance
membership advantages include data on progeny that may
be used to make effective management decisions on a one-
on-one basis to maximize production and product consis-
tency.

Discussion

Question: What is the weekly volume for Precision Beef?
Answer: 80 to 120 head per week.

Question: Has Cub Foods verified that Precision Beef is
better than commercial beef?

Answer: Cub Foods has conducted surveys and has re-
ceived few complaints and numerous repeat
customers.

Question: What is the price mark-up on Certified Uniform
Beef (CUB)?

Answer: Approximately $0.20/pound.

Question: Have you experienced any inventory control
problems?

Answer: The retail program has been fairly stable; food
service is creating a problem. We are exploring
catering as a means to alleviate inventory prob-
lems. We are experiencing a sizable discount
($0.80/pound) on product aged for 28 days.

Question: Do you use anabolic implants?
Answer: Yes, depending on the biological type of cattle.

TABLE 1. Cub Foods and Precision Beef Specifications.

• Grain-fed calves (< 18 months of age)
• No Brahman influence
• No intramuscular injection sites in hindquarters
• Vitamin E supplemented for the last 100 days in the feedlot
• Carcass weight 550 to 850 lb
• Backfat thickness of 0.20 to 0.45 in
• Ribeye area of 10 to 15 sq in
• Yield grade of 2.99 or better
• Quality grade of High Select to Low Choice
• Post slaughter aging-quarantine of 14 days.

TABLE 2. Retail Pricing Example.

• A USDA yield grade 3.2 carcass is estimated to yield 68.2%
retail product. This might reflect the average carcass being
purchased.

• An example bid for Choice, YG 1, 2, and 3 carcasses may be
$1.00/lb in the beef.

• The retail product percentage is determined by the following
equation:
74.9 - (17.78 x fat cover, in) + (.548 x Ribeye, sq in) - (1.47 x
% KPH).

• Price would be established in the following manner:
Yield Grade Adjustment
1.5-1.99 (78.5/68.3%) = 1.15
2.0-2.49 (75.0/68.3%) = 1.10
2.5-2.99 (71.5/68.3%) = 1.05
Quality Adjustment:
High Select through Low Choice = Choice based price of
$1.00/lb in the beef

Question: Have you considered specifying hormone free?
Answer: Not currently, but this is a potential marketing

opportunity that may be used in the future.

Question: How do you handle traceback?
Answer: Traceback is monitored using ear tags for indi-

vidual animal identification through to fabrica-
tion.

Question: Are producers being identified on retail pack-
ages?

Answer: No, but Precision Beef is working on a program
to provide a plaque with producers’ names.

Question: Does Precision Beef dictate genetics?
Answer: No.

Question: Have you experienced supply problems?
Answer: Spring has not been a problem; however, Fall

and Winter have been a problem. We have a
feedlot capacity (one-time)of 100,000 head.




