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Many fi nished cattle sell on the grid 
these days, but a lot (probably more) 
still sell on a cash basis. Why do you 
suppose they sell one way or the other? 
It could be the marketers’ conviction that 
cattle do or don’t have what it takes to 
earn grid premiums.

To shed light on the topic, we looked 
through the 2007 carcass data on 
140,000 head from our Certifi ed Angus 
Beef LLC (CAB)-licensed feedlots. Of that 
total, 54,000 head were sold for a fl at 
price. In other words, the packer paid 
one price per pound for the entire pen 
without any value-based adjustments for 
carcass quality.

But what would happen if we placed 
those “fl at-priced” cattle on a grid? 
Would their actual value, based on 
quality grade, yield grade and other 
carcass merit factors be better or worse 
than the cash price received?

To get at the answer, we sorted the 
data into marketing groups by week to 
end up with 52 for the year. We had to do 
that, since several grids change weekly 
and our source to establish values 
is the U.S. Department of Agriculture 
(USDA) weekly weighted report for grid 
premiums and discounts.

The most notable and dynamic of 
those categories is the price spread 
between the USDA Choice and Select 
quality grades. That number ranged from 
a high of $15.83 per hundredweight 
(cwt.) in January to a low of $5.30 per 
cwt. in August. As well, the producer’s 
share of the Choice-Select spread was 
adjusted based on region harvested. We 
had to do that, since the grid threshold 
for percent Choice varies by packing 
plant as cattle types change by region, 
especially from North to South.

Applying the correct premiums and 
discounts to each weekly group gave us 
a net positive or negative adjustment to 

the base price (weekly weighted carcass 
price) for each load. Next, we ranked each 
of the 537 loads into one of four groups by 
value, from high to low. That let us study 
the differences that added or subtracted 
from fi nal value (see Table 1 and Fig. 1).

What did we fi nd? After accounting 
for all premiums for Prime, Certifi ed 
Angus Beef ® (CAB®) brand and Choice, 
and discounts for Select and No-Roll 
carcasses, the highest net-value quartile 
group returned a quality grade premium 
of $5.03 per cwt. 

From there, we subtracted the total 
adjustment for yield grade (-97¢ per 
cwt.), carcass weight outliers and dark 
cutters (-20¢ per cwt.) to get a fi nal value 
of +$3.87 per cwt. over the carcass base 
price. At the average 804-pound (lb.) 
carcass weight, that’s a potential $31.11 
per head that could have been paid to 
the feedlot or feeding customer.

The bottom end
Rather than point to all that money 

left on the table, and to maintain a grasp 
on reality, we also need to consider the 
bottom end. After all, not every load is 
going to bring back premiums, especially 
as we bear in mind that all of these 
cattle were actually sold for a fl at price. 
There must have been a reason feedlots 
passed up the value-based market on 
some of these pens.

Indeed, the bottom 25% would have 
incurred a larger discount than the 
premium that was possible on the best 
25%. So, all told, the net average grid 
price adjustment for all 54,000 head 
would have been -50¢ per cwt.  

Now, we begin to think the feedlots 
did well to sell them for the cash average, 
and it refl ects poorly on these 88% 
black-hided cattle with a high degree of 
Angus genetics. They should have more 
carcass quality than that, right?  

Let’s not throw up our hands in 
disgust just yet. At the average of 804 
lb., that 50¢ loss equates to a drop of 
only $4.02 per head below the fl at-
market price. That’s almost breaking 
even. Moreover, since these cattle were 
not sold on a grid, it’s intuitive that 
many of the pens were managed with 
no particular emphasis on hitting the 
carcass merit bullseye.  

Sure enough, as we check the table 
again, the bottom quartile would have 
received a discount of $1.16 per cwt. for 
heavy carcasses (discounted at 1,000 
lb. and heavier). There would also be a 
combined discount for Yield Grade (YG) 
4s and 5s of $4.38 per cwt.

Too much weight and external fat are 
the hallmarks of managing for a “pounds 
only” marketing plan. It’s important to 
put on pounds effi ciently, but it’s clear 
these same cattle, if managed for a grid 
target, would have been shipped before 
they encountered those large discounts 
for yield grade and weight. 

As a matter of fact, if we could erase 
only those two discounts, the lowest 
grid value group would be just short of 
breakeven on the grid pricing structure by 
-8¢ per cwt. Backing off the days on feed 
may have pulled down the quality grade 
a bit, but it also would have avoided the 
most expensive gain cost days.

Opportunity knocks
These 54,000 head represent 

opportunity, and data from the top end 
is particularly compelling. We found 134 
loads that were worth $31 per head more 
than the price for which they sold. That’s 
a 2.6% increase in their value.

No, that wouldn’t ring the bell for 
cattlemen who select and manage for 
carcass quality as a rule. Those folks 
are looking to add  $50-$100 per head. 
But it would be a big deal to pick up the 
extra return on a quarter or one-third of 
these 537 loads. A feedlot could pay two 
full-time employees to do nothing but 
sort fi nished cattle and still have three-
fourths of that margin left over.

Better yet, this shows there’s a great 
deal of opportunity for the rancher to work 
closely with a feedlot in a partnership 
arrangement. Not only would that get the 
cattle marketed for the highest return, 
but individual carcass data feedback can 
seriously improve a cow herd. 

Granted, the feedlots likely didn’t 
know the source of origin on many of 
these cattle, so they had no history 
of carcass data. That’s probably a big 
reason they sold the cattle for a fl at price 
in the fi rst place. But within those 54,000 
head, there were defi nitely some missed 
opportunities.

With all the equity required to raise 
cattle today, it pays to stay current on 
marketing that fi nal product. Without a 
doubt, extra value exists for those who 
look for it.

Your Link to 
by PAUL DYKSTRA, supply development beef cattle specialist, Certified Angus Beef LLC

Gold in the straw

5.50
4.50
3.50
2.50
1.50
0.50

-0.50
-1.50
-2.50
-3.50
-4.50
-5.50
-6.50

Top-value 25% Middle 50% Low-value 25%

Pr
em

iu
m

 o
r d

is
co

un
t  

$
/c

w
t.

D
is

co
un

ts

Pr
em

iu
m

s

Quality grade and CAB® effect                      Yield Grade effect
Weight effect                                                    Final premium/discount per cwt.

Fig. 1: Unrealized carcass values applied to 2007 Feedlot-Licensing Program 
“fl at-priced” cattle
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CAB STAFF CONTACTS
206 Riffel Rd., Wooster, OH 44691-8588 

phone: 330-345-2333; fax: 330-345-0808
www.cabpartners.com

John Stika, president
Brent Eichar, senior vice president
Tracey Erickson, vice president, marketing
Mark Polzer, vice president, business 

development
Larry Corah, vice president, supply 

development

SUPPLY DEVELOPMENT DIVISION

Kansas staff:
CAB Program Satellite Offi ce

1107 Hylton Heights Rd.
Manhattan, KS 66502
phone: 785-539-0123 
fax: 785-539-2883

Larry Corah, vice president
Paul Dykstra, beef cattle specialist
Gary Fike, beef cattle specialist
Wendy Nichols, offi ce and data manager
Miranda Reiman, industry information 

specialist

Ohio staff:
Mark McCully, supply development director 
Christy Johnson, supply development market-

ing director
Lance Zimmerman, supply development 

marketing manager
Marilyn Conley, administrative assistant

INDUSTRY INFORMATION DIVISION
16360 Victory Rd., Onaga, KS 66521

phone: 785-889-4162

Steve Suther, director

To order CAB merchandise, visit 
www.angussalebarn.com.

For a source for recipe ideas, storage and 
handling tips, restaurant listings, 

retail store locations, 
and cooking information, visit 
www.certifi edangusbeef.com.

Cattle shipments 
ranked by carcass value

Net carcass price 
adjustment per cwt.

Quality 
grade

Yield 
grade

Heavy/
light wt.

Dark 
cutters 

Top quartile +$3.87 +$5.03 -$0.97 -$0.14 -$0.06

2nd quartile +$0.17 +$1.88 -$0.85 -$0.23 -$0.10

3rd quartile -$1.43 -$0.14 -$2.04 -$0.39 -$0.14

Bottom quartile -$5.16 -$0.27 -$3.88 -$1.25 -$0.27

Table 1: Value adjustments to carcass price by category



<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /None
  /Binding /Left
  /CalGrayProfile (Gray Gamma 2.2)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Error
  /CompatibilityLevel 1.3
  /CompressObjects /Tags
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJDFFile false
  /CreateJobTicket true
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /DetectCurves 0.1000
  /ColorConversionStrategy /LeaveColorUnchanged
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams true
  /MaxSubsetPct 100
  /Optimize false
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveDICMYKValues true
  /PreserveEPSInfo true
  /PreserveFlatness true
  /PreserveHalftoneInfo false
  /PreserveOPIComments false
  /PreserveOverprintSettings false
  /StartPage 1
  /SubsetFonts false
  /TransferFunctionInfo /Remove
  /UCRandBGInfo /Remove
  /UsePrologue false
  /ColorSettingsFile (Color Management Off)
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /CropColorImages true
  /ColorImageMinResolution 300
  /ColorImageMinResolutionPolicy /OK
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 300
  /ColorImageDepth -1
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /CropGrayImages true
  /GrayImageMinResolution 300
  /GrayImageMinResolutionPolicy /OK
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 300
  /GrayImageDepth -1
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /CropMonoImages true
  /MonoImageMinResolution 1200
  /MonoImageMinResolutionPolicy /OK
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 2400
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.00000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /CheckCompliance [
    /None
  ]
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile ()
  /PDFXOutputConditionIdentifier ()
  /PDFXOutputCondition ()
  /PDFXRegistryName ()
  /PDFXTrapped /False

  /Description <<
    /CHS <FEFF4f7f75288fd94e9b8bbe5b9a521b5efa7684002000410064006f006200650020005000440046002065876863900275284e8e9ad88d2891cf76845370524d53705237300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c676562535f00521b5efa768400200050004400460020658768633002>
    /CHT <FEFF4f7f752890194e9b8a2d7f6e5efa7acb7684002000410064006f006200650020005000440046002065874ef69069752865bc9ad854c18cea76845370524d5370523786557406300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c4f86958b555f5df25efa7acb76840020005000440046002065874ef63002>
    /DAN <>
    /DEU <>
    /ESP <>
    /FRA <>
    /ITA <>
    /JPN <FEFF9ad854c18cea306a30d730ea30d730ec30b951fa529b7528002000410064006f0062006500200050004400460020658766f8306e4f5c6210306b4f7f75283057307e305930023053306e8a2d5b9a30674f5c62103055308c305f0020005000440046002030d530a130a430eb306f3001004100630072006f0062006100740020304a30883073002000410064006f00620065002000520065006100640065007200200035002e003000204ee5964d3067958b304f30533068304c3067304d307e305930023053306e8a2d5b9a306b306f30d530a930f330c8306e57cb30818fbc307f304c5fc59808306730593002>
    /KOR <FEFFc7740020c124c815c7440020c0acc6a9d558c5ec0020ace0d488c9c80020c2dcd5d80020c778c1c4c5d00020ac00c7a50020c801d569d55c002000410064006f0062006500200050004400460020bb38c11cb97c0020c791c131d569b2c8b2e4002e0020c774b807ac8c0020c791c131b41c00200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000410064006f00620065002000520065006100640065007200200035002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>
    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken die zijn geoptimaliseerd voor prepress-afdrukken van hoge kwaliteit. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 5.0 en hoger.)
    /NOR <>
    /PTB <>
    /SUO <>
    /SVE <>
    /ENU <FEFF005500730065002000740068006500730065002000730065007400740069006e0067007300200074006f0020006300720065006100740065002000410064006f00620065002000500044004600200064006f00630075006d0065006e0074007300200066006f0072000a002000200020002000200020002000200020002000200020002000200020002000200020002000200020002000200020005100750065006200650063006f007200200057006f0072006c00640020004d00690064006c0061006e0064>
  >>
  /Namespace [
    (Adobe)
    (Common)
    (1.0)
  ]
  /OtherNamespaces [
    <<
      /AsReaderSpreads false
      /CropImagesToFrames true
      /ErrorControl /WarnAndContinue
      /FlattenerIgnoreSpreadOverrides false
      /IncludeGuidesGrids false
      /IncludeNonPrinting false
      /IncludeSlug false
      /Namespace [
        (Adobe)
        (InDesign)
        (4.0)
      ]
      /OmitPlacedBitmaps false
      /OmitPlacedEPS false
      /OmitPlacedPDF false
      /SimulateOverprint /Legacy
    >>
    <<
      /AddBleedMarks false
      /AddColorBars false
      /AddCropMarks false
      /AddPageInfo false
      /AddRegMarks false
      /ConvertColors /ConvertToCMYK
      /DestinationProfileName ()
      /DestinationProfileSelector /DocumentCMYK
      /Downsample16BitImages true
      /FlattenerPreset <<
        /PresetSelector /MediumResolution
      >>
      /FormElements false
      /GenerateStructure false
      /IncludeBookmarks false
      /IncludeHyperlinks false
      /IncludeInteractive false
      /IncludeLayers false
      /IncludeProfiles false
      /MultimediaHandling /UseObjectSettings
      /Namespace [
        (Adobe)
        (CreativeSuite)
        (2.0)
      ]
      /PDFXOutputIntentProfileSelector /DocumentCMYK
      /PreserveEditing true
      /UntaggedCMYKHandling /LeaveUntagged
      /UntaggedRGBHandling /UseDocumentProfile
      /UseDocumentBleed false
    >>
  ]
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [612.000 792.000]
>> setpagedevice


