
VALUE-BASED MARKETING 

Retailer’s Perspective of 

Thank you for inviting Safeway to share our views on 
value-based marketing. For those of you who might know, 
Safeway was represented on the Value-Based Marketing 
Committee by Tom Demott (Safeway’s V.P. of Corporate 
Meat) who would have been here today if  not for jury duty. 
However, it’s my pleasure to fill in and share with you some of 
our thoughts on value-based marketing. 

In our opinion, the two primary concerns facing the beef 
industry are: 

1. Beef’s perceived priceivalue relationship in com- 
parison to other protein sources. 

2. The fat-related human health issues. 

The reduction of excess fat will have a positive effect on 
both of these concerns. 

War on Fat-Trim Levels 
Shortly after completion of the 1986 National Consumer 

Retail Beef Study, which clearly indicated the consumers’ 
desire for less fat, Safeway declared its own “war on fat” and 
quickly moved to a Yd-inch maximum external fat trim policy. 
A number of surveys indicated that within a year, 80% to 90% 
of the retail industry had also adopted Yd-inch or less trim 
policies. In fact, recent studies document a 30% reduction in 
trimmable fat in the nation’s retail beef cases since 1986. 
Although some improvement has been made in fat reduction 
on beef before it reaches the retailer, the rest of the industry 
has not made the same type of commitment to reduce 
excess fat that has been made at retail. For example: Can 
you believe that the “Industry Standard” trim policy at 
“packer” level is still a 1 -inch maximum? 

The V.B.M. task force unanimously endorsed the belief 
that excess fat production is a detriment to the industry, in 
terms of production costs and in meeting contemporary 
consumer demand. They also established the goal: “To make 
beef more competitive, thereby increasing demand” and to 
help accomplish the goal, the task force identified the primary 
objective: “To improve production efficiency by reducing ex- 
cess trimmable fat by 20% and increasing lean production by 
6% by 1995 while maintaining the eating qualities of beef.” 
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It has already been five years since the retail industry 
made its commitment to the consumer to reduce fat by going 
to %-inch or less trim levels. I don’t think we can wait another 
five years before the next player in the marketing chain (the 
packer) makes the same type of commitment to the retailers 
and their customers. 

The consensus point #2, that Russell and Jeff discussed 
earlier, needs to be changed to read “closely trimmed (%”) 
boxed beef should be the standard for the marketplace”-not 
an option, and it should be done now. 

We have done our homework, and are willing to pay for 
value received: We are willing to pay fdr the yield difference 
of %-inch trimmed product and a reasonable fee for getting it 
to %inch. That reasonable fee has to be less than what we 
can do it for in our own back rooms, but with the difference in 
labor rates and production line efficiencies at packer level, 
that part of the equation should be easily met. 

During the recent AMVFMI Meat Marketing Conference in 
San Antonio, all retailers were virtually unanimous in their 
desire for closely trimmed product, and were willing to pay for 
value received. 

To further illustrate the magnitude of the yearly production 
of 2 billion Ibs. of excess fat, I have a couple of real-world 
examples. The figures you see in Table 1 are derived from 
our own purchases and production of the boxed beef we 

Table 1. Beef Fat Trimmed at the Retail Level. 

Percent 
Fat to 
Primal 

2-pc Semi-Bnls Neck-Off Chuck 
Chuck Roll 
Shoulder Clod 
Bone-in Ribeye 
Boneless Ribeye 
Short Loin 
Top Loin Strip 
Top Sirloin Butt 
Butt Tenderloin 
Whole Tenderloin 
2-pc Semi-Bnls RoundTip 
Knuckle (Round Tip) 
Inside Round (Top) 
Gooseneck Round (Bottom) 

9.16% 
4.58% 

15.08% 
4.53% 
1 .58% 

18.08% 
19.42% 
13.05% 
25.66% 
23.43% 
10.83% 
10.48% 
12.64% 
14.15% 
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receive today. The figures are based on Select type product, 
not Choice. As you can see for example, we have to trim 
19.42 Ibs. of fat from every 100 Ibs. of top loin strips that we 
purchase under today’s “industry standard” trim level. To 
carry the example a little further, in Table 2 we have equated 
the amount of fat trimmed from a fully boneless boxed 
carcass unit. The excess fat represents 11.94% of the BCU 
or 35.01 Ibs. per head. Based on current cost as shown, the 
35 Ibs. of fat translates to approximately $75.00 per head that 
we paid for fat that will return only 1 to 2 cents per pound from 
the renderer. Since we purchase the equivalent of about 
10,000 head of BCU’s per week, the amount paid for excess 
fat is tremendous. 

The 2 billion pounds of excess fat produced yearly has 
been estimated to cost our industry $4.4 billion excluding 
transportation. The transportation cost from the packer 
through the distribution system to retail stores has to add at 
least another 4 to 6 cents per pound, or an additional 80 to 
120 million dollars. At Safeway, we haul approximately 400 
loads of excess fat to our stores every year. 

Another consideration is that processors of ground beef, 
lunch meat and franks are also responding to consumer 
demand by producing products with less fat-that means 
they need less of the 50150 trim that is generated by boxed 
beef production. Less demand means lower returns. If we 
continue to produce “fat” trim and realized less return for it, 
the only place to make up the difference is by adding the cost 
to boxed beef. Higher costs mean higher retails and, as 
identified earlier, one of the primary concerns for beef is its 
lack of competitiveness to other proteins. We cannot afford 
the higher cost associated with excess fat production. 

If the packers would commit to a V4’‘ trim standard, I know 
that the proper signals would quickly be passed to the 
feeders. Their response would be to identify a new, less fat 
target-and hopefully, sort and segregate cattle to hit those 

targets. They would also measure their new cost which has 
to be lower. It’s my understanding that it costs about 4 to 5 
times more to produce a pound of fat than a pound of lean. If 
beef is to be competitive, efficiencies must be attained within 
each segment of the industry from production to 
consumption. 

For example-at retail, if we do start getting closely- 
trimmed boxed beef, we will be able to use our skilled labor to 
better merchandise beef-and hopefully, reduce the $1.2 
billion retail out-of-stocks plus the $1.1 billion retail shrink that 
our industry experiences yearly. 

A good example of what we are talking about on out-of- 
stocks is what happened with fresh chicken. We didn’t know 
how much chicken we could sell until it was made easy to get 
a consistently uniform product into our case. The point is, if 
we can get beef to a consistent high yielding closely-trimmed 
product, we will sell more. As ease of preparation is in- 
creased, we achieve better variety, selection and fewer out- 

Retail shrink means that we don’t receive the necessary 
value from a piece of meat because we have “marked it 
down” to get it sold. We mark an awful lot down-for exam- 
ple, because of excess seam fat. 

To demonstrate that we are willing to pay for the value 
difference, I offer the following examples: 

Of-Stocks. 

Pork 
The continued growth of boneless (further processed) 

pork which can only be purchased as a %”-or-less trimmed 
product clearly demonstrats the retailers’ willingness to pay. 
The ironic part about this is that the same “Big Three” beef 
packers are the ones offering only Closely Trimmed Pork 
programs-while resolutely sticking to A 1” maximum trim 
policy on beef. 

Table 2. Beef Fat Trimmed at the Retail Level. 
Boneless Boxed Cattle Unit (BCU) 

Average Weight 293 Pounds 
Cost of 

o/o Fat Lbs Fat Delivered Fat 
Per Head Per Head Cost/Lb Per Cut 

Chuck Roll 0.81% 2.38 $1.42 $ 3.38 
Shoulder Clod 2.00% 5.86 $1.42 $ 8.32 
Boneless Ribeye 0.12% 0.35 $3.24 $ 1.13 
Top Loin Strip 1.66% 4.88 $3.01 $1 4.69 
Top Sirloin Butt 1.02% 2.99 $2.19 $ 6.55 
Whole Tenderloin 1 . 1 6% 3.41 $4.97 $1 6.95 
Knuckle (Round Tip) 0.78% 2.28 $1 5 9  $ 3.63 

Gooseneck Round (Bottom) 2.53% 7.42 $1.38 $1 0.24 
Inside Round (Top) 1.86% 5.44 $1.79 $ 9.74 

PERCENT FAT PER HEAD 11 .94% 

POUNDS FAT PER HEAD 35.01 

TOTAL COST OF FAT $74.62 
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Certified Lamb 
We now have Certified Lamb programs in two divisions 

with a third to start shortly. Only about 35% to 40% of today's 
lamb fits the certified specifications which demands consis- 
tently leaner, high-yielding lamb. 

Even with higher first cost, we have enjoyed sales in- 
creases as we are furnishing the customer with what they 
want. 
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Conclusion 
Our customers recognize the value in these closely- 

trimmed less-fat programs-and since they are the lifeblood 
of our business, we can only be successful if we listen and 
respond to their wants and needs. We need the rest of the 
beef industry to respond to the need for Vi ' '  trimmed prod- 
uct-and then, maybe we all can say that we have answered 
our customers' prayers. 




