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Grain Farmers: after years of depressed prices, finally 

some significant profit opportunities



a record jump in feed costs have resulted in 
record or near record losses in the feedyard.

Cattle Feeders:

Feeders can utilize corn co-products, 
especially if near ethanol production.

Significant advantage to Corn Belt feeders 
over Southern Plains



Ranchers: A scary ride results in no expansion, 

despite profits



CHOICE  STEER  PRICE  vs  BREAKEVEN
Cattle Feeding, S. Plains, Monthly
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Nervous Cowboys

 Cattle Feeders are losing big money, 
some losses exceed $200 head, which is 
record or near record 

 The Packing industry has incurred record 
losses.

 In effect, the packing industry and 
feeding industries have absorbed 
increased feed prices instead of passing 
the pain on to cow calf producers

 If corn stays above $5, UNL data 
suggests calf prices will fall >30%



Effect of Corn Prices on Breakeven Purchase Price
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What do we agree on?

 Believe Public Policy should fund, 
incentivize, and foster innovation when 
new technologies are in early development

 Development of energy sources that don’t 
depend on acres currently being utilized 
for the production of food, fiber and 
materials: Wind energy, conversion of 
land fill waste to cellulosic ethanol, solar, 
geothermal 



Ethanol Education

The livestock industry needs a 
huge educational effort to help 
producers, especially small and mid 
sized operations, adjust to new 
economies that have resulted from 
Public Policy that has priced corn 
and soybeans as energy instead of 
food and feed.



Livestock Research Needs related to 

Grain Based Ethanol

 How can cow calf operators utilize WDGs
 How to effectively store WDGs
 Effect of high % WDGs diets on carcass 

quality and taste
 How can increasing amounts of WDGs be 

utilized in livestock diets; 
• limiters include sulfur, fats and phosphorous

 Help producers deal with the 
environmental effects of feeding high 
phosphorus WDGs diets 

 Many, many, more



Got to hit the curve

 Crop yields must continue to 
increase

 Production practices must continue 
to become more efficient



A Livestock Industry in Crisis

What do we do now?

NCBA supports transition to a market 
based approach for the production 
and usage of ethanol produced from 
livestock feedstuffs.

NCBA supports the sun setting of the 
existing blending tax credit (VEETC) 
and the ethanol import tariffs and 
not allowing for renewal in their 
current form.



Reduce Tariffs on imported 

ethanol?

 Import tariffs were instituted to 
offset domestic subsidies.

 Reductions in tariffs must correlate 
with reductions in domestic subsidies

 If not done correctly, we will be 
exporting US tax dollars to Brazil!



Urban Myth: 
Corn stover and wheat straw will be big 

sources of cellulosic ethanol

 Critical for erosion control and soil health

 Valuable for soil fertility

 Livestock producers have bid up stover 
prices to replace hay because hay acres 
have been converted to corn production



Wood waste for ethanol?

 Wall St. Journal-3/3/08

 ―Wood shavings and saw dust are 
widely used in today’s economy‖

 ―The price of a 23-ton trailer load of 
sawdust has jumped to $2000 from 
$400.‖



University of Tenn. Study

 20 million acres of soybeans will 
transition to energy crop production.

 Soybean prices have risen more than 
200% in the last 18 months.

 20 million acres represents 30% of 
last years crop.



University of Tenn. Study

 172 million acres of ―marginal‖ 
pasture and rangeland will convert to 
hay and energy-crop production

 Equals the land mass of Nebraska, 
South Dakota and 25% of Kansas



Where is all that “marginal” 

pasture land?



Where is all that “marginal” 

pasture land?

28% of the 

US Cow 

Herd

23 million 

acres of 

pasture 

land



What are we accomplishing?
 Smithfield, Virginia (February 19, 

2008)—Smithfield Foods, Inc. (NYSE: 
SFD) today announced plans to reduce 
its U.S. sow herd by 4-5%.

 ―Given the economics for raising hogs 
today, we cannot continue on the current 
path; something has to change,‖ said C. 
Larry Pope, president and chief executive 
officer. ―Grain costs continue at record 
levels, with the potential of escalating, 
given the current U.S. government policy 
favoring corn for ethanol. If this is what 
the government wants, then protein 
prices will have to go up 15-20%.‖ 



Rural Communities Need Both 

Ethanol and Livestock

 50 million gallon ethanol plant

 18.5 Million bushels of corn

 35 People directly employed

Source: Swenson & Eathington



 18.5 million bu corn

 Direct jobs
Beef feedlot 140
Or Farrow-finish 400
Or Wean-finish 120

 Indirect and induced jobs??
 Further processing 

employment??

Rural Communities Need Both 

Ethanol and Livestock



Mandates are a bad idea!

 Corn, Beans and Wheat have all 
recently established new record high 
prices

 What if there is a drought!

 Central planning of resource 
allocation is a proven failure

 Markets must be allowed to 

allocate resources.



What Can We Do Together ?
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