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Beef — It’s a Luxury
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Consumer trends were a
major topic of discussion at
the Hereford Genetic Summit
in September. American
consumers are changing
their meal solutions due to
the higher cost of beef and a
changing demographic with
more ethnic influence.

The meat-and-potatoes
era that most of us grew up
in is swiftly vanishing. In fact,
during the summit, John
Lundeen, National Cattlemen’s
Beef Association (NCBA)
senior executive director of
market research, said that the
good old-fashioned pot roast
has declined in favored-meal
status from 4.6 every three
months in 2003 to 3.3 in 2013.

The average consumer
is eating roast only once
per month. Ground beef
consumption continues to
grow as a percent of total
meals primarily because of its
price point and its ability to
be utilized as an ingredient
in so many traditional and
ethnic meals.

So what else is trending
with consumers? Smaller
more frequent meals, which
equate to smaller portions;

a desire to know where their
meat comes from; high-quality
gourmet hamburgers; ethnic-
style meals; and the fact that
when they do eat steak, they
want it to be high quality.

Focused on quality

Meat quality is an area that is
squarely in the wheelhouse of
seedstock breeders. It’s also
an area the Hereford breed
could definitely put more
emphasis on.

Consumer expectation of
quality is directly correlated
to meal cost, and beef prices
are at unprecedented levels.

Recently, I stopped into a Hen
House market to purchase

a Certified Hereford Beef
(CHB®) brisket and paid more
than $5 per Ib. That’s what
high-quality top sirloin steak
retailed at just two years ago.

Ribeye steaks were priced
at $12.95 per Ib. Steak has
become a luxury for most
American households. At
those kinds of prices, any
bad eating experiences could
mean they don’t eat steak
again for months.

Marbling is the primary
driver of quality after genetics
for tenderness. Unfortunately,
tenderness is not measured
as a factor in the U.S. quality
grade system. Quality grade
has always been determined by
marbling and age or maturity
of the animal as determined
by ossification of the skeleton.

While CHB LLC has
done an exceptional job of
selling Select or higher beef
with undisputable consumer
satisfaction, Choice is still
the preferred grade of beef
even among most CHB LLC
clients, particularly in the
restaurant industry.

Why? Because it provides
an assurance that the steak
will not dry out when taken
to higher levels of cooking
doneness. Any chef will tell
you that the extra marbling
in the middle meats is simply
an “insurance policy.”

The Hereford breed is
fortunate to possess inherent
beef quality traits that assure
a great eating experience
and most of it comes from
the ability to produce a
very tender steak. Although
the Hereford breed has
made strides in improving
percentage of Choice-graded
carcasses, the breed has been
at a disadvantage compared to
the other dominant U.S. beef
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breed — Angus — as it relates
to marbling.

Today, multiple industry
surveys suggest that the
nation’s cow herd is nearly
80% black-hide color,
predominantly Angus. Second
place is Hereford at 27%. The
single biggest driver of the
momentous 30-year trend
for the Angus breed has
been based for the most part
on one value determinant
trait — marbling. Quality
grade, or more specifically
the percentage of Choice- and
upper-two-thirds-Choice-
graded carcasses, has been the
single biggest demand driver
for the Angus breed.

For decades order buyers,
feedlot operators and, for that
matter, every livestock judging
team coach in America has
touted the value advantage
in black-hided cattle that
have a higher propensity to
grade Choice. Empirical data
would bear that out over the
years and, consequently, the
entire marketing complex has
rewarded black-hided animals
because of their Choice-
grading ability.

Randy Blach, CattleFax
CEO, said at the summit,
“Markets are incredibly
efficient. They respond
very rapidly to the realities
of the marketplace.”
Unquestionably, not only
American but international
consumers as well prefer
high quality or adequately
marbled beef compared to
leaner, less marbled beef. The
price spread between Prime,
Choice and Select beef is
proof of this preference.

On average the difference
during the course of a year
between Choice and Select
carcass value is around $8 per
hundredweight (cwt.) — $64
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per head on an 800-Ib. carcass. Prime carcasses are as much as
$30 cwt. higher than Choice and $50 cwt. higher than Select.
See Table 1.

The Hereford breed is currently in a position to narrow
the gap in quality grade among the black-hide complex. For
one, the breed has the genetic ability to produce Choice beef.

Table 1: Price spreads on Oct. 13

$/head
over Select**

Carcass
value*

$280/cwt.

Secondly, the technology and data collection are present to
identify genetics that can move the population. For example,
Olsen Ranch, Harrisburg, Neb., National Reference Sire
Program (NRSP) participants, have doubled the percent of
Choice-graded carcasses over a 10-year span. See Graph 1.

This feat has not been accomplished by single-trait selection
but simply by putting minimum requirements on marbling EPD
(expected progeny difference) and being consistent.

Through genomic-enhanced EPD (GE-EPDs) technology,
the EPDs might even become more accurate for younger
animals that possess the marbling genes and be easier to
improve. Not unlike what the breed has accomplished in
calving ease, marbling will improve once breeders take it
seriously and make it a part of their selection decisions. HW

Graph 1: Olsen Ranch percent calf crop grading Choice

Branded Choice ( —.:;,:-'-’ $248/cwt. $136
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Source: *USDA Report LM_XB 436 October 13
**Calculated on a 800 Ib. carcass (approximately 1,270-1b. live steer)
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This is a snapshot of price spreads for Oct. 13. The annual premium spread
between Choice and Select is approximately $8/cwt.
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This graph illustrates the improvement National Reference Sire Program
participants Olsen Ranch has made in quality grade since 2002.
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