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Capturing Value for Customers

Seedstock panel addresses ways to capture the value of good genetics.

by MIRANDA REIMAN,
Certified Angus Beef LLC

Angus bull buyers paid record-high
prices in 2015. The calves from those sires
are going to market now, and breeders
should be helping their customers get the
most out of the investment.

That was the message from three
panelists at an Angus University
Workshop during the 2016 Angus
Convention in Indianapolis, Ind., Now.
5-7.

“When I left college in 77, I swore
that some day we would get paid for our
genetics,” said Mike Kasten, a commercial
cattleman from Millersville, Mo. “I didn’t
know it would be the mid-"90s before that
actually happened.”

Tivelve years into his 42-year career,
the producer started retaining ownership
of his calves through the finishing phase,
but the rewards weren’t immediate. As
value-based marketing developed, the
incentive for breeding and managing cattle
for high-quality end points became more
apparent.

“We still see [a] $500 to $600
difference from the most profitable calf
to the least profitable,” said Kasten, who
currently runs the Quality Beef by the
Numbers program. His goal is to keep
learning about the top performers and the
bottom end, and replicate the former. “We
can create a lot more value and a lot more
dollars on the same resources. It won’t cost
us a penny more to do that.”

Paying for value

About the time Kasten was looking for
a grid, Angus breeder Tim Schiefelbein
was developing one as cattle buyer for
Monfort Inc. (later Swift, and now JBS).

“They wanted a way to pay more for
the good cattle and less for the worse
cattle,” he said.

Growing up on his family’s Minnesota
Angus operation, Schiefelbein recalled
asking his dad why they were collecting
carcass data.

“Because,” his dad shared, “one day
we’re going to get paid for it.”

"That original formula was introduced
in 1996, just two years after he and
brother Don Schiefelbein helped the
family establish a customer buy-back
program.

“There was no way back to the
family farm unless you sold more bulls,”
Schiefelbein said. The answer was
expanding sales westward. “Try selling
bulls out in western South Dakota from
Minnesota, and that’s a challenge at 22
years of age,” he said.

Schiefelbein said his older brother had
the idea to help customers at the thing
they hate most — marketing. That “you
buy, we bid” customer-service program
is still going strong in Kimball, Minn.,
where the family helps place about 25,000

From left, CAB’s Justin Sexten moderated a panel discussion on capturing genetic value. Panelists included Dave Nichols of lowa, Tim Schiefelbein of

Minnesota, and Mike Kasten of Missouri.

cattle on feed each year, owning 20% of
them.

“We give the data back to the
producers,” Schiefelbein said. “We can
make improvements, make changes, do all
that good stuff and get paid more.”

Keeping customers in business

Iowa breeder Dave Nichols has a
model that looks a bit different and goes
back to his bank board experience during
the 1980s Farm Crisis.

“Families that never missed a loan
payment had to file for bankruptcy
because they were under water. It was
one of the really grim things I did in my
lifetime, and it left some really deep scars,’
he said.

Nichols sold bulls primarily to
customers with small herds, and it became
apparent he had to do something to help
them stay in business.

“I didn’t mind competition with
anyone selling bulls, but I couldn’t sell
bulls if people didn’t have cows,” Nichols
said. “We decided that to keep our
customers in business, we had to add value
to their feeder calves.”

In 1991, the family hosted its first
genetic source auction where weaned,
vaccinated, Nichols-sired calves sold in a
special sale.

Although a competing auction market
advertised in an effort to shake would-be
buyers’ confidence, the Nichols crew
visited customers to be sure calves met
the protocols, and Nichols himself called
on the top 50 feedyards in the United
States.

“Those cattle brought $10.80 (per
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The three cattlemen agreed
on many points. Gain, grade
and health are the three most
important traits for a cattle
feeder, they said, and the only
way to learn more about the
next segment is to live it, at

least once.

hundredweight) more than the market
price at the time,” he said.

Having outgrown the one-sale
model, Nichols now helps customers by
promoting their calves at local auction
markets of their choice.

Still, Nichols doesn’t agree with
“experts” who advise his customers to
focus only on what adds value at weaning.

“If you don’t feed out your own calves,
then don’t pay any attention to marbling.
Don’t pay any attention to carcass, because
you’re selling your calves at weaning and
you’re not getting paid anything for it,”
he’s heard often enough.

“That’s not true,” he countered. “I
say to our bull buyers, ‘Everybody feeds
them out, and somebody ends up eating
them. By golly, everything is worth
weight times the money, and so we breed
our cattle as if we were going to retain

ownership on them and end up eating
them.’

“If any of you think you can make this
work, and you aren’t selling bulls that
will gain and grade and produce Certified
Angus Beef® (CAB®), you’re going to be in
for a big disappointment,” he said.

Points of agreement

"The three cattlemen agreed on many
points. Gain, grade and health are the
three most important traits for a cattle
feeder, they said, and the only way to learn
more about the next segment is to live it
at least once.

“If you’re a purebred person and you
have never fed cattle, you need to feed
cattle,” Kasten said.

It’s important to gain a new perspective
and to get more information, Nichols said.

“We’re in a position now that the
people buying our calves know more
about our cattle than we do,” he said.
“The thing to do is to breed these cattle
right and have them as healthy as you
can.”

This panel discussion was one of the
Angus University Workshops sponsored by
Merck Animal Health Nov. 6 at the 2016
Angus Convention. For additional coverage
of the Angus Convention — including
summaries, speaker presentations, photos,
videos and more — visit the convention
newsroom at www.angus.mmedia/news/
Angus-Convention. You can view the
accompanying PowerPoint and access
audio to this presentation there.
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Editor’s Note: Miranda Reiman is assistant
director of industry information at Certified
Angus Beef LLC.



