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Executive Summary


Organic Beef (OB) is a co-operative of organic beef producers, concerned with the health and safety of meat products today.  OB’s objective is to produce and distribute healthy, safe meats to consumers in Calgary.  The co-operative is owned by 30 plus members who are organic beef producers from all corners of Saskatchewan.  The main products being offered to consumers are lean ground beef, roast and steak.

Operations  


OB’s organizational structure includes the 30+ member co-operative, an appointed Board of Directors, president, administrator and marketing representative.  Decision making power is held by the Board of Directors and president with the administrator and marketing representative being the front people of OB.  All of OB’s products are produced and processed in Saskatchewan and then distributed through

Co-op stores in Calgary. OB processes will be all done custom so that OB will not have a capital budget as there is no capital involved in this company.

OB’s main office is in XXX, Saskatchewan in the home of the administrator.  Because of having very little start up costs, there are no capital requirements.


.  

Marketing

The organic meats industry has increased dramatically in the last few years for obvious reasons.  Increased concern about drug residues in meat as well as BSE (bovine spongiform encephalopathy), made many consumers to find alternatives to consuming meat.  OB’s desire is to ensure consumers that by buying OB products; they have the safe and healthy product they want without having to give up or find alternatives to beef.


OB consumers will be the higher income population of younger and older generations.  These are the consumers willing to pay a premium price for their health and well being.


Calgary Co-ops will be responsible for advertising OB’s products in stores.  OB also will advertise through their website and will rely on consumers spreading positive feedback by word of mouth.


Pricing is done based on the price of conventional beef.  There is a 40% mark-up over conventional beef products because the cost to produce organic beef is slightly higher. The consumer is more willing to pay this premium price because it is certified. The retail pricing is what the consumer will pay and the wholesale price is what OB will be paid for their product. This is based on Sobey’s in store retail pricing.
-Retail Pricing





- Wholesale Pricing 

-Ground Beef $5.11/lbs



- Ground Beef $2.30/lbs
-Steak $9.45/lbs




- Steak $4.41/lbs
-Roasts $7.59/lbs




- Roasts $3.35/lbs
Human Resources


The 30+ members of OB appoint a Board of Directors to be in charge of Organic Beef.  The Board of Directors are in charge of reporting to the members and have hiring power for the positions of Administrator and Marketing Representative.



The president of OB reports to the Board of Directors on all aspects of OB as it progresses into the industry.  The administrator and marketing representative answer not only to the president but also to the board of directors through quarterly reports.  Each person involved with OB must be of the same mind set of producing and selling a high standard product and nothing less than what the consumer wants is acceptable.

Financial



OB is anticipating a 2% inflation rate annually which will affect all aspects of the financial plan.  OB is also anticipating a sales and production increase of 10% per year. OB will produce 540 head or 306,720 lbs of beef in year one.  



The three products that OB will focus on are ground beef, steak and roast.  The current whole pricing is set at a 40% mark-up of conventional beef products which will give an Internal Rate of Return of 5.2%.  In order for OB to have the desired IRR of 20%, whole sale pricing will have to be an 11% mark-up of the original base price.

	Wholesale Pricing

	
	
	

	Product
	Price @ 40%
	Price @ 11%

	Hamburger
	2.3
	2.55

	Steak
	4.25
	4.72

	Roasts
	3.41
	3.79


Table 1 Wholesale Pricing

1.0 Introduction

1.1 Organization
Organic Beef is a co-operative organization that is designed for uniting organic livestock producers to market and develop their meat products. The membership includes poultry, pork, lamb, and a variety of exotic animals (bison, elk, deer, etc.) with the main focus being on beef products.
1.2 Mission Statement
"To promote healthy, high quality meat products that can be marketed to an informed customer, both locally and internationally, through a vertically integrated, producer driven system." 
1.3 Goals and Objectives


OB’s goals are to

· Educate consumers and promote organic livestock in Saskatchewan

· Generate membership into the OB co-operative

· Increase public awareness of organic livestock as a healthy and wholesome food source to both domestic and international consumers

· Integrate all the elements of the organic livestock sector into a database (cow/calf producers, backgrounders, finishers, abattoirs, etc.)

· Set up a website that would link organic non-profit groups in Saskatchewan, Manitoba and Alberta, in order to build a working relationship

· Have a finished product on the market at all times

· Support family farms

· To create a branded product
2.0 Profile
2.1 Industry Overview


The organic industry is currently growing as consumers are starting to become increasingly health conscious. OB has recognized this trend and is capitalizing on the premium paid for a high quality organic beef product. Currently, Saskatchewan produces 40% of all Canadian organic products having Canada’s highest organic consumer ready export products (Saskatchewan Agrivision Corporation). OB has competitors that are established and already have a market share which is going to be a definite challenge in the future. 
3.0 Operations Plan

3.1 Organizational Structure


[image: image1]
Figure 1 – Organizational Structure


OB is a cooperative of more than thirty members, who will use it to market their own livestock.. The board of directors are mostly made up of producers involved in the co-op. The board will make most of the major decisions so that they can keep the co-op happy. President will be in charge of the two employees keeping them informed and on task at the duties that need to be performed. The administrator and marketer will take care of the daily activities that need to happen to keep the company running smoothly.
3.2 Work Plan and Flow of Work

[image: image2]
Figure 2 Flow of work
· Certified organic cattle will be taken to the XL beef plant in Moose Jaw by the producers in 45 head increments per month. These cattle will be finished and will be paid for on the hot hanging weight. Hot hanging weight is usually ranged between 50 and 60 percent of the live weight of the animal. The producers will get a fair price of $2.40 per pound of the hot hanging weight of 714/lbs. This will equal $2.40/lbs or $1713.60/hd in year one. 
·  Once the cattle have arrived at XL beef they will be weighed and then slaughtered. They will remove the main offal part of the animal like the hide, intestines, stomach, etc, and cut the animal into quarters. This will cost $125.00 per head, however the offal is not worthless but seeing that it is done custom they get to keep it. After this has all taken place, they will ship the carcasses to TML meats in Melfort at $4.00/mile. This is going to cost OB $0.26/lbs or $146.56/hd in year one.   
· At TML meats the carcasses are hung for 14 days before processing is done to let the meat be tenderized. After the 14 days have went by the animal is now processed into three different products. These three products consist of steak, roasts and hamburger which will be around 40 percent of what TML receives as they have removed the offal. This leaves OB with the total marketable weight at 568lbs/ head. TML does the packaging of these products. For the steaks and roasts it will cost $0.12 for the tray and another $0.12 for the label. Ground beef will be packaged in one pound chubs at $0.035 per package with a $0.12 label on it. They then go into master cases at 12 per case. A master case costs one dollar per box. Once they have been put into boxes they are put onto pallets at 35 master cases per pallet. The pallets will have 2000 lbs of product in them and cost $25.00 per pallet. They are now shipped to Calgary via Aero delivery. The total costs in year one is $0.70/lbs and $397.71/hd that OB will pay TML.
· Aero delivery of Saskatoon will be paid to pick up the animals at TML meats in Melfort and deliver them to east west in Calgary. They charge $125.00 per pallet and then they also charge a fuel surcharge of 15.5% on the total amount of pallets. Ex ( 6 pallets X $125.00 X 0.155 = 116.25/month). OB will pay Aero in year one $0.07/lbs or $41.00/head
· East West in Calgary distributes the final products to each retail Co-op across the city. They charge $0.0234/lbs on the total weight that has to be distributed. This costs OB $0.02/lbs or $13.29/hd in year one.
· Co-ops will at this point buy the product off OB and market and sell the product from there. OB will charge $3.41/lbs for roasts, $4.25/lbs for steaks, and for ground beef $2.30/lbs. There is on average in year one 38,340lbs of roasts, 72,079lbs of steak and 196,301 lbs of ground beef. Revenues will come to again on average in year one $2.90/lbs and 1645.97/hd.
3.3 Average Business Month

The average business month at OB will see the marketer/administrator watching over the daily activities that take place. They will be overlooking all the steps in the flow of work, responsible for taking care of all the books, looking for more information on consumer preferences and new markets to sell their product into. They will keep the business running smooth throughout all of these operations and keeping the board of directors up to date on the monthly activities.
3.4 Capital Budget
	Costs of Goods OBd
	

	Beginning Inventory
	-

	Cost of goods produced
	1,178,153

	Ending Inventory
	(3,228)

	Total costs of goods OBd
	1,174,925

	
	

	Direct Expenses
	

	Beef Cost
	842,400

	XL Beef
	67,500

	TML Meats
	90,558

	Aero Delivery
	10,135

	East West
	3,285

	Packaging
	6,669

	Labelling
	3,538

	Total Operating Expenses
	1,024,086


Table 2 Capital Budget
OB is basically a virtual company as they do not need any capital to get started. This is because they are doing all the processes by custom companies. OB does have a huge inventory which costs money to get the product into a nice little package for the consumers. The direct expenses shown above is the cost that it takes in year one to develop their product from a live animal into a consumer ready product. 
3.5 Cash Conversion Cycle

OB’s Cash conversion cycle consists of the average days of raw inventory, the number of days of inventory in progress, and the number of days of finished inventory.  The average day of raw inventory is 1 day.  The average days of inventory in progress are 15 days.  The average day of finished inventory is 1 day.  The average CCC = 1+15+1= 17days

3.6 Human Resources

OB human resources consist of two salary workers that complete the day to day activities. The administrator will be hired to do most of the work while being helped out by a part time marketer.
The Administrator will be hired to do the daily jobs consisting of communication with producers and all of the processes along the way. They will keep every one up to date on what needs to be done and where everything is. This includes what steps the animals are at, which order the producers are going to haul their cattle in, how the sales are turning out at the retail level. They will look after the finances which include the payments to all of the processors along the way and the payment to the producers. They will also be receiving payments from each Co-op retailers in Calgary. The administrator will also be in charge of drafting monthly newsletters of the cooperatives position in the organic industry as well as the financial position they are in.  They will also deliver quarterly reports to the board of directors ever time they decide to have meetings. The administrator will be paid on a salary base of $10,000 per year.
The marketer will be dealing mostly with the final product distribution to the customer. Their duties will include making the product look desirable to the market segments that OB will be targeting. This has to do with helping design the dies and plates which will be on labels delivered with the products. They will also brainstorm ideas as to what the best brand name should be while working along side the consultant that is to be hired for that area. They will be keeping the public relations at the highest quality with the purchasers at the retail stores. This will ensure that purchasers will always want to buy OB’s organic beef from them. They will also assist the Administrator with some of the over lapping duties like the amount of sales that take place in each product and deciding what they should do to keep the consumer happy.  The marketer will be getting paid a salary of $28,000 per year to complete these duties.

4.0 Marketing Plan
4.1 Market Overview


The organic industry has grown significantly due to higher educated consumers and increased concern about the environment and food safety.  As organic products are becoming main stream, more Saskatchewan livestock producers are taking advantage of this opportunity. Markets are booming and are predicted to continue to do so into the future. While organic certification does not seem feasible to many current conventional beef producers, as Saskatchewan continues to penetrate the organic market such an option will become viable in the near future.
4.2 The Marketing Mix (4 P’s)

4.2.1 Products and Services

 OB is selling a variety of meat products consisting of Steaks, Roasts, and ground beef. OB is going to promote healthy living by offering a high quality beef product integrated by organics.  The final consumers to whom OB will be offering this product are most concerned with the prospect of a healthy and environmentally friendly product rather than the quality of the beef itself. However, quality will not be overlooked.
The product that is being marketed is a fresh package of organic beef. This package will be made so that if it is not OBd in the first week it can be froze and persevered to be consumed at a later date.

OB will provide consumers with organically raised and processed beef. These bovine animals will be fed with organic feed. Organic feed is free from pesticide, and genetically modified organisms (GMO’s) for a minimum of 3years. At no time will there be any antibiotics used or around the livestock. As the farm is organic it has to be inspected and verified by an accredited certifying body to insure all organic guidelines are followed. There has to be documentation all along the way from new born until it leaves the farm.


Organic facilities also have to be certified by an organic inspector. This organic inspector will be going over the facilities once a year minimum. These facilitates include all plants from slaughter until put on a truck and shipped away. When the organic inspector inspects the facilities he checks the documentation on how the animal is being processed and also on the movement of the meat. He does this because the organic product can not be contaminated with non-organic products as well as pesticides and GMO’s. 
4.2.2 Pricing


OB will not be a price maker as they are not the first and only company to market an organic beef product. They also have to be competitively priced against natural free range beef products and conventional beef products. Price will be a bit higher then the competitor as organic beef is healthier than the competitors and also has to pass through more hoops to pass certification.
4.2.3 Promotion


OB would like to market their product to informed consumers through their advertising, branding, and labelling programs. They will advertise through local papers in Calgary that are willing to give them a interview about the benefits of eating organic meats. This is a great way to get your name out to the public as it is free. OB will have a consultant from TAP Communications design a brand for them to market their products through. This will be a name that relates to health along with high quality. Saskatchewan Food Development Centre will assist in the label certification. This is a very important step in marketing their product as consumer view nutritional facts very high, which will help their product, capture more of a market share. OB brand will also be advertised through word of mouth at the retail stores in Calgary and have an internet site with additional information on their products. The main promotion being done is on the packaging its self, being colourful and informative will grab the consumers attention.

4.2.4 Place

OB is going to hit all the Co-op retail stores in Calgary, selling their entire product line through them. They will have a fresh shipment of new product every two weeks of the year. Calgary Co-ops will deal with OB directly as to how much product needs to be distributed to which Co-op. Calgary has a big market as there is lots of high level income people living their. The population in Calgary is 991,759 which a substantial market to target.

4.3 Market Segmentation


As Calgary has a huge population there are a lot of different segments to deal with. Of course OB would like to sell their products to all of them; they can not target all of them. OB will be interested in getting their product to the high income level class that are health conscious and young. However the ageing population of Calgary will not be over looked.
4.4 Market Targeting


OB is going to target the high income level class that is health conscious. They will target both the younger and older populations. The high income level consumers will have the money to pay the premium price that is connected with organic beef products. The young and old health conscious people will be more about the product because it is organic which is perceived to be better for the environment along with a health choice of food to consume.  
4.5 Market Positioning


OB’s organic beef products will be perceived in the consumer’s eye of being superior to the competitor’s product because organic products have to be certified. OB does not have to prove that organics are a better choice over natural or conventional beef products as it has already and continues to be proven. OB will position their product in Co-op grocery store food chains in Calgary at a fairly high volume. The consumers will perceive this as being slightly lower compared to if it was being marketed in a specialty store.

4.6 SWOT Analysis

4.6.1 Strengths


OB is a co-op made up of several organic producers in which some have been in the organic industry for many years. This is a strength as they know the restriction that have to be followed and how the beef industry operates. These restrictions also form as a strength in that the consumer knows that the product is going to be safe as it is certified by a government agency. 

There are only a few employees of the company. This is a strength in the forms of communication as the duties involved in the company will never get misinterpreted. They will not have to train any employees as most of the work is being done outside the company.

OB has no overhead/ capital costs to deal with as all the processing and hauling is being done by custom businesses. This will keep the product consistent through the various head that is being processed.

4.6.2 Weaknesses


All of the operations in the processing of the animals is being custom done. This could result in a problem as OB is at the mercy of the other companies. If they do not want to take OB’s product they are left in the dark. OB needs to set up a plan B if plan A falls through. As OB’s beef product gets picked away at by disregarding the offal the weight that is actually sold is relatively low compared to when they buy the animal. There are limited companies that can take the organic offal to make such by-products to make OB the money that is lost by the offal.

Due to the high premium price demanded for organic beef prices at the retail level consumers are reluctant to pay and thus contributes to lower demand. 
4.6.3 Opportunities


As the general population increases there standard of education they start to realize the important aspects of healthy food choices. This is also true with the average age of the consumer rising they are more worried about healthy choices and they see that organic food products are a good substitute over conventional food products.

The organic industry has been around for awhile, it wasn’t until a few years ago that it started to grow in popularity. According to the Government of Alberta’s website today the industry is growing at a 20% per year which is substantially higher than previous years. This is great incentive to establish a business in the organic industry before it grows too big and is hard to get established in. There are not many food retailers that are selling many organic beef products. This is true not just in Saskatchewan but even in larger city centres like Calgary. Getting OB products into a grocery food retailer early would be a great opportunity as it would gain more of a market share than if it was introduced later.

4.6.4 Threats


As the organic food products demand a higher price over conventional food products it loses demand at the consumer level. The people who want to be healthier but are not willing to pay the premium price are going to be lost. They will be more willing to pay a lower price and get a natural beef product. Natural beef products currently offer a quality product at lower prices.


If the consumers are slow to buy into OB beef products because of lack of knowledge this could pose as a threat. Consumer could be uneducated about the benefits of an organic beef product which would lead to less demand for the product.


As OB products are organic they are susceptible to contamination from other products or processes of conventional beef along the way. The cattle that are being raised organically for OB are also more susceptible to getting diseases or not being as high quality because of lack of hormones.

4.7 Market Analysis

4.7.1 Past Performance


There is really no past performance of OB in marketing a finished product to food retailers. These products are just starting to come into the markets and seem to have a good price and good demand.

4.7.2 The Market


The market for organic beef products is small at the moment. The organic industry is growing at 20% a year which is a substantial rate. The population of Calgary is just under one million people at 991,759 in 2006.  According to the government of Alberta’s website 18% of the population buys organic food products regularly, and 22% buy several times per year. This gives us 396,704 consumers of organic products as a whole. However only one percent of 396,704 consume meat products. OB will be marketing too 3,967 people in Calgary.

4.7.3 Competition


OB’s main competition will be from convention beef products. This is because of the high quality low priced products that they offer. Ready made beef products are also a competitor as consumers are always looking for a quick way to eat a meal.

People who are eating that conventional beef product are in competition with OB. This means that all the food retailers of conventional beef products are competition. These stores consist of IGA, Costco, Superstore, ect. 


As the organic industry grows more and more organic beef products will be introduced to the consumer. This is because more organic producers will becoming into main stream and be marketing their beef products. Since OB will be established before this increase in production takes place they will already have a significant market share established.

4.7.4 Customers


The customers who will buy these products are going to be rich young health conscious people. The population is also aging so they are looking for more healthy products to consume. OB will target these two segments as they market their product in Calgary at the Co-op food stores. They will sell more of the higher end products like steaks in the warmer months of the year as the customers prefer to have them barbequed. The roasts will be sold more around holidays as they feed a larger number of people. The ground beef sales should remain constant around the year as they are used in a variety of recipes.
4.7.5 The Opportunity

OB has a huge opportunity as it is being established fairly early in the organic food industry. Being established they will be able to capture a significant market share and consumers will begin to be loyal to their brand. By being established early OB will also have a good feel for what the consumer wants and needs. They will also know how the industry operates which is a big advantage over companies that are not yet off the ground.
4.8 Marketing Strategy

4.8.1 Sales and Profit Objectives


OB is going to market 45 head a month or 540 head per year at a 10% increase per year. OB will be selling in the first year 38,340lbs roasts, 72,079lbs steaks, and 19,6301lbs ground beef from the 540 head that are marketed.

4.8.2 Channels of Distribution


OB will be distributing their product to Co-op food stores in Calgary. This will be completed by a large truck delivering the products to East West in Calgary and then they will deliver it to store on pallets. The competitors will use the same method but the details could vary from company to company. 
4.8.3 Pricing Policy


OB is using the conventional beef products to price their products. They have found that organic food items demand a 40% premium over conventional food items. As the prices that were found were at the retail level and OB sells at the wholesale level so we had to take 55% off of the retail price to end up with the whole sale price. The 40% is subject to change as demand grows or falls, as to the 55% that gets taken off the retail price will remain constant at most grocery retail stores. 
4.8.4 Markets/Products/Service mix


OB is going to going to be a small market in all of Calgary. OB feels that that being established early in the organic industry that they will capture a fair market share. As the organic industry grows they plan to grow with it capturing more of a market in future years. As of now the biggest market is being dominated by the conventional beef products. By selling an organic product there is more than just beef being OBd here. OB offers a very health food choice.  Consumer will see this and feel more obligated to purchase this product because of the add benefits.

4.8.5 Selling and Advertising


OB will rely on the Co-op food retailers in Calgary to sell and advertise their products. OB has to market their products to the different food retailers in larger city centres in Canada. OB has their own website that consumers can visit if they require more information about their purchases. They also rely on the high quality of their products to get previous consumers to mention OB products through word of mouth to future customers. 
4.9 Marketing Plan Budget
	Marketing Plan Budget
	

	
	

	Brand Consulting
	5000

	Label Certification
	4050

	Dies and Plates
	3525

	Total
	12575


Table 3 Marketing Plan Budget


The marketing plan budget includes the brand consulting, label certification, and dies and plates. These costs are a one time start up fee that just consist of getting a brand name and logo made up and printing it on the label. The label will also have a nutritional facts portion which will be certified by Sask food development centre in Saskatoon. 

The label certification costs $1,350 per product, the dies and plates cost $750 per product. The brand consulting will be done at TAP Communications and is a one time fee to make sure that the brand is legal and captures the consumer’s attention. TAP communications will charge OB a one time cost of $5,000.   
5.0 Financial Plan
5.1 Economic Forecast

The estimated inflation rate that is used throughout this business plan is 2%. This 2% affects everything from the price paid to the producer to the daily expenses that are accrued to the business. The interest rate that is used throughout this plan is 8% for all 10 years.

5.2 Revenues
OB would like to have a 10% increase in sales per year. They will start by marketing 540 head in year one and by year ten they will market 1272 head /year. This gives them 306,720/lbs to market in year one and in year ten they have 723,230lbs to market. This will give them more products to sell and thus offsetting the costs to gain higher revenues.
5.3 Risk Analysis

OB has a few critical variables that can change the out look of this company by a little shift in wrong or right direction. These key variables are dependant on the market and on the decisions made by OB. The premium price that is demanded by organic beef products is determined by the demand of the consumers and what the competition is charging. The price that is paid to the producer of organic beef cows is another sensitive variable. This is determined by the conventional beef prices and what OB wants to pay the producers.

5.4 Case Scenarios

 This is what will happen if the price that is paid to OB changes
OB’s base case:
	
	Year1
	Year2
	Year 3

	Revenue
	888,826
	997263
	1,118,929

	COGS
	1,174,925
	1,345,819
	1,377,296

	Direct Expenses
	1,173,353
	1,341,384
	1,372,387

	NI before tax
	340,482
	391,200
	301,863

	NI after tax
	340,482
	391,200
	301,863

	Dividends
	(27,643)
	(331,624)
	(734,501)

	Retained Earnings
	(340,482)
	(731,682)
	(1,033,545)

	Total net cash flow to equity
	(301,125)
	(394,056)
	(310,685)

	NPV
	(528,180)
	
	

	IRR
	5.0%
	
	

	ERR
	24.2%
	
	


Table 4 Base Case

OB’s worst case

· Selling 540 head per year which will be 306,720 lbs if price falls 20%
· Steaks $3.40/lbs
· Roasts $2.73/lbs
· Ground Beef  $1.84/lbs
· This gives OB a net income of ($539,970) paying the producer at $2.40/lbs
OB’s best case

· Selling 540 head per year which will be 306,720 lbs if price rises by 20%

· Steaks $5.10/lbs

· Roasts $4.10/lbs

· Ground beef  $2.76/lbs

· This gives OB a net income of (162,717) paying the producer at $2.40/lbs

This is what will happen if the price paid to producer changes

OB’s base case

	
	Year1
	Year2
	Year 3

	Revenue
	888,826
	997263
	1,118,929

	COGS
	1,174,925
	1,345,819
	1,377,296

	Direct Expenses
	1,173,353
	1,341,384
	1,372,387

	NI before tax
	340,482
	391,200
	301,863

	NI after tax
	340,482
	391,200
	301,863

	Dividends
	(27,643)
	(331,624)
	(734,501)

	Retained Earnings
	(340,482)
	(731,682)
	(1,033,545)

	Total net cash flow to equity
	(301,125)
	(394,056)
	(310,685)

	NPV
	(528,180)
	
	

	IRR
	5.0%
	
	

	ERR
	24.2%
	
	


Table 5 Base Case

OB’s worst case

· Selling 540 head per year which will be 306,720 lbs

· Steaks $4.25/lbs

· Roasts  3.41/lbs

· Ground Beef  2.30/lbs

· This gives OB a net income of (508,500) paying the producer at $2.88 (20% rise)

OB’s best case

· Selling 540 head per year which will be 306,720 lbs

· Steaks $4.25/lbs

· Roasts  3.41/lbs

· Ground Beef  2.30/lbs

· This gives OB a net income of (193.466) paying the producer at $1.92 ( 20% fall)

5.5 Conclusion

OB is a producer of high quality organic beef products. They strive to have the best organic beef product out there and want nothing than the best for the consumer of these products. However OB is not making money at this point in time. They have to remap their business and see where and how many positive changes can be made. They are going to have to raise their sale prices by 11% in order to make a 20% internal rate of return. This is going to still be paying the producer a fair price at $2.40/lbs. Another reason that OB is losing money is because they are not selling enough of a product to the consumer. If they were able to double the number of head that they market in year one and raise each year by 10% they will have a better chance at making money.
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