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Figure 1. US Ethanol Production, 1995 - 2011  
(2011 Preliminary) 

Source: Renewable Fuels Association & own forecasts 
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1978 – Gasahol 
    $0.40/gal subsidy 
 
1980  
   tariffs on imports 
   loan guarantees 
 
1983 
   $0.50/gal subsidy 
 
1984  
   $0.60/gal subsidy 
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Source: Renewable Fuels Association & own forecasts 

DEMAND DRIVEN EXPANSION 
US automakers stepped up E-85 auto production 
 
California began switching from MTBE to ethanol 
reformulation requirements 
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Energy Policy Act of 2005 
Renewable Fuels Standard 
Mandated doubling use of renewable fuels by 2012 
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Figure 1. US Ethanol Production, 1995 - 2011  
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Source: Renewable Fuels Association & own forecasts 

Energy Policy Act of 2005 
Renewable Fuels Standard 
Mandated doubling use of renewable fuels by 2012 
 
Energy Independence and Security Act of 2007 
Required 36 bln. gallons to be blended by 2022  
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56 lbs. 17-18 lbs. 

2.8 gallons 
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Figure 2.  Percentage of US Corn Production Used for Ethanol 
Production, 1995-2011 (2011 Forecasted) 

Source: Ag MRC, USDA, & own estimates 
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Percentage of Corn Crop going to Ethanol Production 

Figure 4 . Percentage of US Corn Crop going to Ethanol and 
Marketing Year Corn Price, 1995 - 2012 (2011-12 Forecasted) 

Source:  Own Calcuations from USDA data 
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Figure 4 . Percentage of US Corn Crop going to Ethanol and 
Marketing Year Corn Price, 1995 - 2012 (2011-12 Forecasted) 

Source:  Own Calcuations from USDA data 
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Figure 4 . Percentage of US Corn Crop going to Ethanol and 
Marketing Year Corn Price, 1995 - 2012 (2011-12 Forecasted) 

Source:  Own Calcuations from USDA data 
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Figure 4 . Percentage of US Corn Crop going to Ethanol and 
Marketing Year Corn Price, 1995 - 2012 (2011-12 Forecasted) 
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Source:  Own Calcuations from USDA data 
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ISU forecasts 

2008 2009 
2010	  

2007 

2011	  

2012 

Source:  Own Calcuations from USDA data;  Price impacts based on my own estimates using Iowa State Univ. and Univ. Wis. research 
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R²	  =	  0.7743	  
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When Corn Price Increases, Hay and Forage Prices Increase 

$1/bu increase in corn price results in 
$15 per cow increase in annual hay cost  

   Reduced Calf Revenue 
 

$1/bu increase in corn & $15/ton 
increase in alfalfa price reduces price 
feedlots willing to pay for 750 lb 
feeder   

 
$60/head 
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  Impact on Competing Meats 
 

  Feed Conversion Rates (lbs feed/lb gain) 
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Chickens Hogs Cattle 

    Summary 
Expanded ethanol production has: 

1.  Increased costs of 
 - maintaining cows 
 - raising replacement heifers 

 

2.  Reduced prices of feeder cattle 
3.  Increased cost of production relative to 

poultry and pork 

Beef industry must do something or face 
accelerated downsizing 

$75/head + 
impact 

    What can you do? 
 

1.  Challenge federal ethanol policy  
  Unlikely success   

 - subsidies & tariffs for ethanol been 
 around more than 30 years! 

 

 - renewable fuels have substantial 
 political support 

  

 - feed grain price increase only partially 
 ethanol driven 

 

    What can you do? 
 

2.  Invest in production technology 
  Essential for survival  

 - improve production efficiency 
 

 - takes innovative attitudes 
 

 - takes time and $$$ investment 

    What can you do? 
 

3.  Explore complementary income sources 
   

    What can you do? 
 

4.  Expand global demand for US BEEF 
  Great Opportunity 
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    What can you do? 
 

4.  Expand global demand for US BEEF 
  Great Opportunity 

 
 
 
 

2009 to 2011 
added $15+/head 
to feeders* 
 
 
*Derived from  
Montana State Study 
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2009 to 2011  
added $40+/head 
to feeders 
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Income ($/capita) 

Per Capita Beef Consumption and Income, Selected 
Countries, 2008 

Argentina 

Source:  USDA-FAS 

U.S. 

Canada 
Australia	  

Japan	  

New Zealand 

EU	  -‐	  27	  
Hong	  Kong	  

Korea	  

Brazil 

Mexico	  Russia 
South Africa 

Iran 
China	  

India	  

Pakistan 
Phillipines	  

10% increase in income 
 5% increase in beef consumption 
  

Vietnam 


