Adding Value through
Livestock Certifications

Deciding which options might work for your farm!

January 27, 2018
Western Colorado Food and Farm Forum
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* the average consumer will eat 222.2 pounds of red meat and poultry
in 2018

* demand for eggs will also grow in 2018

Source: Fortune Magazine, January 2, 2018; USDA forecasts for 2018 per capita consumption.



U.S. per capita consumption of beef and pork is projected to rise over the next decade
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Source: USDA, Economic Research Service, USDA Agricultural Projections to 2025.

Source: USDA ERS, January 2018



Overall market for meat is growing...and
changing

“...consumers may be more mindful of meat intake, whether for
economic, dietary or ecological reasons. Specialty products such as
grass-fed or local beef, heritage poultry and wild boar may appeal to
those seeking sustainable options...” (Packaged Facts, 2017)

* Millennials driving trends, where values may trump science-based
information
* Looking at production practices, environmental & social justice issues.
 Digital media helps them select stories/issues they value



Price differentiation at retail

-average retail prices for ground beef & ribeye (January 2018)

Ground beef =~ Premium Ribeye
(90/10) over (bone-in)
ave price/lb commodity ave price/Ib
Grassfed 8.99 74% 22.93
USDA Organic 7.46 44% 11.99
Branded 5.99 16% H 8.71
Commodity 5.18 8.16

Source: USDA AMS Market News: https://marketnews.usda.gov/mnp/Is-report-config
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Price differentiation in direct markets

- farmers market average prices for ground beef & ribeye (2017)

Ground beef = Premium Ribeye Premium
(90/10) over (bone-in) over
ave price/Ib commodity ave price/Ib commodity

USDA Organic 9.70 35% 30.25 45%
Branded
(with 7.94 11% 19.57 -6%
certification)
Commodity 7.17 20.85

Source: CSU Extension farmers market price reporting data, 2017. http://wr.colostate.edu/ABM/marketreports17.shtml



Markets for products verified under

certification programs

* Direct to consumer
* Friends & family
e Farmers markets

 Sales to retailers
* Grocery (specialty, club, chain)
* Butcher shops

* Restaurants
* Quick service & full-service upscale

* Food service distributors
* Growing interest in humane
handling attributes
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In 2006, Garry and Ming Adams bought the 2,000-acre property
they call Canyon of the Ancients Guest Ranch. read more



Although price is still an important driver in meat
purchases, consumers show growing interest in:

1. Animal welfare
2. Desire for reduced or no antibiotic

use
3. Other “free-from” claims =

4. More transparency in labeling ”ng: 'ﬁ ;
5. More rigor in verification '.,m,\, £ 18 wa”‘.ag#{

6. Regenerative ag=newest value
sought by consumers




Consumer trends and expectations
-about animal welfare

*80% think it is important to purchase meat from animals that had good
living conditions (2014)
* They have high expectations about humanely raised claims (2016):

Consumer perceptions about claims for eggs, dairy and meat products

Farms inspected to verify humane treatment of animals
Minimum living space requirements

Animals slaughtered humanely

Animals went outdoors

Animals raised in house with clean air

Animals raised without cages

Sources: 2014 & 2016 Consumer Reports national
telephone surveys

90% 80% 70% 60% 50% 40% 30% 20% 10% 0%



Consumer trends and expectations \%\;
-about production practices ' \-

* /8% of U.S. adults think it is important to reduce antibiotic use in meat
production (2014)!

* 87% said animals should not be given growth promoting drugs at all
(2016)?

 Large food companies — Progresso, Foster Farms, Perdue Farms —
stopped using antibiotics

* Retail & foodservice — Chipotle, Panera, Subway, Dickey’s Barbecue Pit
(chicken only) —animals raised without antibiotics

m;DonaId's
1 — 2014 Consumer Reports national telephone survey, n=1,004 respondents. LMkt g =t ious

2 — 2016 Consumer Reports national telephone survey on food labels n=1,001 E:?CNK%IE\IMB




Consumer trends and expectations

-about “free from”

* What is NOT in product becoming more mainstream. Non-GMO market
insight report stated 34% of Baby Boomers and 29% of Millennials

surveyed actively avoid genetically modified foods in their diet (Mintel,
2017)

-about product sourcing

e Want information about country of origin (87%) or state of origin (74%);

most want to know if meat was raised outside of U.S. (Consumer Reports,
2016)



Consumer (mis)information

* From 2003 through 2010, natural and “premium” were
consistently the two most commonly used claims found on
new foods (USDA, 2016).

* 45% of consumers believe “natura
Reports, 2015)

e ASU study of beef consumers (2017) showed:

* If they were unfamiliar with USDA label, they would pay $1.26/1b K
more for steaks labeled “natural; compared to those who were
informed.

* And, they would pay $2.43/Ib more for natural + no growth
hormones

. BONELESS

is verified (Consumer [ S Laacy

|I)

Source: Applied Economic Perspectives and Policy, October 2017; https://academic.oup.com/aepp/advance-
article/doi/10.1093/aepp/ppx042/4566547



OUIZ: What does natural mean?

* Product containing:
* no artificial ingredient
* no added color

* is only minimally processed (in a manner that does not fundamentally alter
the product

e Label must include a statement explaining the meaning of the term
natural (such as "no artificial ingredients; minimally processed").

* USDA Food Safety and Inspection Service ensures truthfulness and
accuracy in labeling of meat and poultry products.
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What is it all about?

* Make your production values & practices more

visible through formal certification

* Increase your product’s value in the marketplace-

access new or different markets

* Respond to consumers and their changing tastes and

preferences AND educate them on what you do






Differentiating your products in
the marketplace

1. USDA Verified Programs
(regulated)

- - e . @\ Nebraska-Grown
2. Third party certification 2] 1 s Bt
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programs (unregulated) ==
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USDA Agricultural
USDA verified programs = Marketing

Service

 Organic standard - 100% organic and vegetarian feed, year-round access to out-
of-doors, no treatment with antibiotics or hormones. During grazing, at least 30%
of diet must be fresh grass, some grain feeding allowed (National Organic
Program)

 Grassfed - grass and forage consumed for lifetime of the ruminant animal, with
continuous access to pasture during the growing season (USDA Process Verified).

* No antibiotics added - Label reads “no antibiotics administered.” However,
“Antibiotic free” and “No antibiotic residues” are not certified, third party verified
labels. Not valid for poultry and pork (USDA Process Verified).

* Never Ever 3 - No antibiotics, no growth hormones, no animal byproducts fed.
(USDA approved; validated under other programs).



Livestock certification programs

* Verified through voluntary, third-party audits

* Published standards that may cover a range
of animal welfare, land management

practices
e Fee-based

* Most have on-site audit requirement



Evaluating certification programs-how do
you decide?

Reviewed 11 different programs across species:

« Animal Welfare  Humane Farm « USDA Certified « Global Animal
Approved Animal Certified Organic Partnership

 American Humane < Food Alliance « Certified Naturally + American Grassfed
Certified Grown Association

« Kosher - Halal * Non-GMO Project

Verified



“Animal Welfare and Related Certification o
Programs” manual includes:

* Species covered,

 Key standards,

* Process for becoming certified and timeline,
* How scale might impact adoption,
 Potential costs (operating and overhead),

* Possible new markets you could access,

e Other benefits and services, and

* Contact information




Evaluating cost categories

Feed/grazing Labor necessary
requirements for:

e Source e Marketing product
* Access to pasture e Recordkeeping

Special
considerations:

Infrastructure for:

e Qutdoor access
e Full supply chain

e Enrichment audit (slaughter plant)



Feed/grazing requirements for beef cattle

American Welfare

Approved

Recommended:

Avoid GMOs in
feed/forage

Avoid feed in
competition with
human consumption

Must provide 70% long
fiber roughage/forage

USDA QOrganic

Receive 100% organic
feed

At least 30% of dry
matter intake must
come from residual
pasture/ vegetation
rooted in pasture

No GMO feed or
unapproved synthetic
pesticides

American Grassfed

Association

Fed only grass and
forage from weaning
until harvest

Grain feeding
prohibited

Non-GMO seeds must
be used to grow on-
farm forage

Non-GMO Project
Verified

Entirely non-GMO diet

(for meat animals, from
birth)

Feed (or feed seed)
must be validated as
non-GMO (could come
from supplier)

If ingredient being
grown commercially in
GMO form, must be
tested prior touse in a
verified product.



Housing for small ruminants & poultry

American

American Welfare . Non-GM
A g USDA Organic Grassfed Pro'gct seri(f)ied
BRI Association J
Small Continuous access Exercolse area Maximum access
: t : . required; year-round A None
e O outaoors access to outdoors P
Cages prohibited:
ecific space ity limi
Poultry °P ) P !)en5|ty limits -NA- None
requirements indoors & outdoors

indoors



Recordkeeping example:

Non-GMO Project Verified
* sources & dates of acquisition of livestock;

 feed source sampling & testing for inputs representing >5% of
animal’s diet;

 feed used by rate fed and sourcing & percentage of total diet;
 plan for separating conventional & non-GMO feeds;
 information on feed storage location(s)




Evaluating benefits

* Financial benefit= price premium over other products

* Other potential benefits=
1. Marketing materials (labels, graphics, brochures, other point-of-sale
materials)
2. Connections with buyers (Web site; partnerships with retailers, food service
companies, wholesalers)
3. Technical assistance to help you meet guidelines (advising; grants)



Key considerations

* How does the program align with your values?

* Do your buyers understand the standards of the program? What investment
in consumer education will you have to make?

* Are buyers willing to pay the premium you require to support those
standards?

* |f you want to increase the scale of your business, how will that change your
current operation?

 What happens when the price of a key input increases, such as feed?



Our panelists

« Cynthia Houseweart, Princess Beef
* Bill & Kelli Parker, Parker Pastures & Land to Market program

1. What influenced your choice of certification program(s)?
2. What benefits have you gained?

3. What are some of the unexpected costs or obstacles you have
encountered?

4. What advice would you give to a producer considering a
certification program?



Resources for more information

* Consumer Reports National Research Center reports (www.consumer
reports.org)
* Provides data on consumer attitudes and perceptions
* Advises consumers on how meaningful different labels are

e Consumer Reports “Greener Choices”

* Investigates and reports on environmental impact of the production, use, and
disposal of consumer goods (greenerchoices.org)

e “Power of Meat”

* Food Marketing Institute & Foundation for Meat and Poultry Research and Education
annual report and conference
(http://www.meatconference.com/sites/default/files/books/Power of meat 2017.p
df)

* Farm Animal Welfare Certification Guide
* Overviews and case studies on AWA, CH & GAP
* http://www.aspca.org/sites/default/files/frm_wlfr_cert_guide jan. 2017 _links.pdf



Contact information:

Martha Sullins

Colorado State University Extension
970.491.3330
Martha.Sullins@colostate.edu




Food safety & consumer education

* Test of 300 ground beef samples for 6

pathogens (generic E. coli, E. coli o
0157:H7, Shiga toxin producing E. coli,
Salmonella, Staphylococcus aureus, I I

Clostridium perfringens, and i
Enterococcus.) I B
» 181 with no sustainability claims; A
e 116 with sustainability claims: organic or
produced with no antibiotics, some Fges V1. Permogect cmmetoml e s vty o rov g st amples i gt

Mote: 22 Types of Bacteria indudes Enterococcus species plus atleastone other spedes.

grassfed in addition

Source: 2015 Beef Report by Consumer Reports Food Safety and Sustainability Center



