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President’s
Report

Greetings from Burbank! With 2.6 inches of rain in mid-October and rain and snow 
in early November, harvest has been somewhat of a struggle this year. Yields have 
been above average thanks to a late growing season.

Since our last newsletter in June it is truly amazing to watch what has happened to 
commodities and our economy. Corn futures that were above $7 are now $4; and soybeans 
that were $15 are now $9. I would like to remind everyone these prices are still better than 
they were last fall. The main difference from last year will be on production costs for next 
year. Fertilizer, rent, and seed are all higher with some or all of these inputs already locked in 

without commodity prices being locked in. Farmers must be ready to take advantage of pricing opportunities in the 
coming months because of the volatility and deflationary aspects of the markets. 

To help farmers with marketing and crop insurance, the SDCUC along with the South Dakota Corn Growers 
Association and Farm Credit Services of America will sponsor Growing Forward 2009 Part I seminars Dec. 1-4. 
These will be very important meetings with the current financial environment we are living in. Steven Johnson will 
speak on marketing, Eide Bailly will be discussing estate planning and Farm Credit Services of America will talk on 

crop insurance. Please plan to attend these important 
meetings.

The ethanol industry is also being affected by the 
credit freeze and the 10 percent blend wall in the 
gasoline market. It’s vital the ethanol industry move 
beyond E10 to higher blends such as E15, E20 or 
E30. The EPA has the authority to make this happen. 
DOE findings show what we already know that it’s 
safe to use in our vehicles. This would stabilize the 
industry by freeing up credit and would create long 
term demand for ethanol and corn. We need those 
involved with this industry to unite for this goal of 
increasing ethanol blends. That includes farmers, 
ethanol producers and trade associations. We all 
need to make the contacts with the people we know 
in Washington, DC to support higher blends of 
ethanol. We need your help or we could face effects 
of no action for years to come.

With that issue in mind, a new president has been 
chosen and based on the campaign messages, 
President-elect Barak Obama should be favorable for 
agriculture, particularly renewable fuels. 

Good luck with the rest of the harvest season  
and remember to be safe! 

Reid Jensen, SDCUC President

Reid Jensen, 
President
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Calendar ofCalendar of EventsEvents

announces board nominations open

The South Dakota Corn Utilization Council is a progressive organization which has visionary 
and progressive producer leadership throughout the state. The 15-member board manages and 

invests South Dakota’s 1-cent per bushel corn checkoff fund.

The SDCUC announces that director nominations are open for council board seats in Districts 1, 5, 
10, 12 and 14. The election will be held Feb. 9-13, 2009 at balloting sites in each of the counties 
comprising the district.

A SDCUC director is a three-year position beginning March 1, 2009. The board meets approximately 
eight times annually to manage corn checkoff funds. Eligible candidates are corn growers who have 
not requested a checkoff refund from the SDCUC since January of 2004. 

To be included on the ballot, qualifying individuals must file nominating petitions containing the 
signatures of at least 15 participating corn producers in the district. Nominating petitions must be 
received by the SDCUC by 5 p.m. on Jan. 9, 2009, and are available from the SDCUC office at 5109 
S. Crossing Place, Ste. 1, Sioux Falls, SD 57108; or call 605-334-0100.

District 1 – Clay, Union and Yankton
District 5 – Brookings and Kingsbury
District 10 – Bon Homme, Charles Mix, Douglas and Hutchinson
District 12 – Faulk, Hand and Hyde
District 14- Brown, Edmunds and McPherson

Dec. 1-4, 2008
Growing Forward 2009 Part 1

Aberdeen, Watertown, Huron, 
Mitchell, Yankton, Sioux Falls

Dec. 3-5, 2008
NCGA Action Team Meetings

St. Louis, Mo.

Dec. 8, 2008
SDCGA Board Meeting

Sioux Falls

Dec. 9, 2008
Ag United for South Dakota

Annual Meeting
Sioux Falls Ramkota Hotel

Dec. 10, 2008
SDCUC Board Meeting

Sioux Falls

Jan. 8-9, 2009
SD Pork Council
 Annual Meeting

Sioux Falls Ramkota Hotel

Jan. 10, 2009
SDCGA Annual Meeting

Sioux Falls

Jan. 14-15, 2009
Ag Expo
Sioux Falls

Jan. 15-16, 2009
NCGA Priority & Policy 

Conference
St. Louis, MO

Feb. 2-5, 2009
Growing Forward Part II

Sioux Falls, Watertown, 
Aberdeen, Huron, Yankton 

Feb. 7-11, 2009
US Grains Council 

International Marketing 
Conference

Guatemala City, Mexico

SDCUC

Feb. 23-25, 2009
RFA National Ethanol 

Conference
San Antonio, TX

Feb. 25-28, 2009
Commodity Classic

Grapevine, TX



Completed
In Process

Consumers in South Dakota are reaping the benefits of the blender pump program offered by the South Dakota Corn 
Utilization Council (SDCUC) and the Ethanol Promotion and Information Council (EPIC). Forty-five stations have filed 

applications to receive grants to install blender pumps and to date, 34 stations are operational. 
For years, E10 (10 percent ethanol, 90 percent gasoline) and E85 (85 percent ethanol, 15 percent 
gasoline) have been available across the state. Today, blender pumps offer drivers of flex-fuel 
vehicles (FFVs) more choices at the pump with higher blends such as E20, E30, E40 or E85.

“Higher blends of ethanol are the ultimate goal. South Dakota consumers can now reap the 
benefits of higher blends by being able to access blender pumps across the state,” said Reid 
Jensen, president of the SDCUC. “South Dakota was first to raise the bar and offer the next 
generation of fuel to consumers. This is only the starting point. Flex-fuel drivers are discovering 
that mid-level blends are a better option for them, offering better fuel efficiency, lower 
emissions and lessening our dependence on foreign oil.” 

The blender pump program debuted in South Dakota on May 1, 2008 with funding 
allocated for 45 stations. Today, 45 stations have completed all program requirements 
and there are now 34 operational blender pumps in 27 different cities across South 
Dakota. This program places South Dakota in second place, behind Minnesota, for the 
total number of blender pumps available to consumers. South Dakota led the nation 
with a blender pump program and similar programs are now being duplicated in 
Kansas, Nebraska and Missouri.

“While mid-level blends are for flex-fuel vehicles only, we are confident research 
will demonstrate that E15, E20 or even E30 can be run in conventional vehicles with no 
changes needed,” said Toni Nuernberg, executive director of the EPIC. “Early tests 
underway at the Environmental Protection Agency (EPA) are indicating this to be 
true. Once the EPA approves higher blends for these vehicles, the infrastructure 
will already be in place. This is a win-win for consumers, South Dakota and the 
ethanol industry.” 

A state-wide consumer radio and print campaign was recently launched to 
educate consumers about mid-level blends, blender pumps and blender 
pumps locations. To learn more about the blender pump program, visit 
www.DrivingEthanol.org/SouthDakota.    

South Dakota:
A Leader in Consumer Choice at the pump

Flex-fuel vehicle drivers now have even more choices 
at the pump through state blender pump program

	 Appel	Oil	Company	 Redfield
	 Appel	Quick	Stop	 Redfield
 Damar C Store Langford
 Deuel County Cenex Clear Lake
 Sioux Valley Coop N Hwy 20 Watertown
 Sioux Valley Coop E Hwy 212 Watertown
 Sioux Valley Coop S Hwy 81 Watertown
 Sioux Valley Coop Hwy 12 Webster
 Hamlin County Farmers Coop Hayti
 Jet Truck Plaza Beresford
 Jurgens Oil Wilmot
 “Midway Service, Inc” Baltic
 Berens Warehouse Groceries Milbank
 Clark Community Oil Clark
 4 Seasons Cooperative Britton
 Farmers Union Cooperative Ferney
 Canyon Lake Gas & Auto Care Rapid City
 Farmers Union Cooperative Bryant
 Farmers Union Cooperative Hazel
 BerMac Inc Faulkton
 Fuel Stop Groton
 Pump N Stuff Viborg
 Pump N Stuff Irene
 Pump N Stuff Burke
 Food N Fuel Milbank
 Jacks Sinclair Mitchell
 Goode to Go N. Sioux City
 Central Farmers Union Salem
 Estelline Community Oil Estelline
 Castlewood Community Oil Castlewood
 Holland Brothers Britton
 Stone oil Watertown
 Triple M Truck Stop Pierre

Completed 
pumps

Blender pump dispensers



Shift to a Better Blend. 
Optimal Fuel for Optimum Performance.

How can you:
	 improve the way your vehicle performs
	 do your part to keep a cleaner environment
	 help fight for America’s energy independence
	 save money at the pump

It’s easy...choose one of the new mid-level ethanol blends next time you fill 
your vehicle. The smart choice is clear. Look for the labels wherever you fuel 
up, and if you don’t see them, tell your retailer you want to shift to better 
performance with mid-level ethanol blends!

Visit www.DrivingEthanol.org/shift for more information.

*Flex-Fuel Vehicles (FFVs) Only.
© 2008 Ethanol Promotion and Information Council, Inc. All Rights Reserved. The “e” mark and the “stylized e” are registered service marks of the Ethanol Promotion and Information Council.
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Biofuels top the list as the most acceptable avenue to long term 
energy security in the U.S. That’s the conclusion of a national 

survey commissioned by the Ethanol Promotion and Information 
Council (EPIC). Respondents were asked what they would consider 
“acceptable” solutions to the current energy situation in the U.S. 
and 73 percent of them responded with the answer, domestically 
produced biofuels such as ethanol to replace oil.

Consumers are driving America’s energy independence plan with 
additional solutions:

 • 62 percent citing conservation 
 • 58 percent citing increased domestic drilling 
 • 55 percent mandate manufacturing of environmentally 

friendly vehicles 
 • 24 percent of respondents cited drilling in environmentally 

friendly areas as an option 
 • Only 7 percent responded that importing more foreign oil 

was an acceptable solution to our current problems. 

“The goal of energy independence won’t be easy. It’s going to 
take hard work, innovation, investment, conservation, collaboration, 
and patience both from the biofuels industry and the public,” 
Ethanol Promotion and Information Council’s (EPIC) Executive 
Director, Toni Nuernberg said. “It’s also is going to require change 
to a more diversified energy portfolio of clean domestically 
produced alternative fuels and renewable energy.”

EPIC’s national poll also reveals consumer support for biofuels 
such as ethanol keeps growing. Nearly 62 percent of respondents 
have a favorable view of ethanol.

In addition, support for flex-fuel vehicles (FFVs) is also increasing. 
FFVs can run on plain gasoline or E85 (85% ethanol, 15% gasoline) 
or any mid-level blend such as E15, E20, E30 or E40. Earlier this year, 
General Motors, Ford Motor Company and Chrysler committed that 
by 2012, half of their fleet will be flex-fuel vehicles. In May 2008, 
Senator John Thune introduced the Flex-Fuel for All Americans Act 
of 2008, which would create a temporary consumer tax credit for 
the purchase of a (FFV). In June Senator Sam Brownback supported 
policy to require 50 percent of all vehicles sold in the U.S. by 2012 
to be FFVs. Today, there are more than 7 million FFVs on the road, 
1,800 E85 stations and 100 blender pumps.

“Our nation’s addiction to imported oil has cost us dearly. First 
and foremost, we have lost lives of loved ones. We have also lost 
our financial and energy security,” said Mark Lounsbery, chairman 
of the South Dakota Corn Utilization Council Promotion and 
Education Committee. “For decades there has been outrage when 
energy prices skyrocket. But when they plummet, we become 
complacent about the importance of renewable energy. Consumers 
are clearly engaged in the energy debate and we all need to unite 
for renewable energy solutions.”

Also encouraging is consumer willingness to purchase a hybrid 
FFV. When asked about a competitively priced hybrid flex-fuel 
vehicle, 64 percent of respondents indicated they would consider 
purchasing one, indicating an even higher acceptance than a 
FFV without the hybrid feature (47 percent indicated they would 
consider a FFV). The largest reason cited for the purchase of a 
hybrid FFV was the environmental benefits of ethanol.

Consumers Focused
on long term

EPIC’s National Poll: biofuels most acceptable way to achieve Energy Independence

Energy Solutions



Looking ahead to 2009, South Dakota row crop farmers 
face more financial risk than in recent history. While 

corn and soybean prices were at record highs this past 
summer, cash prices by early November were nearly 
one-half those witnessed in late June. Harvest prices 
were pressured lowered by larger than expected 2008 
production in addition to the global financial crises that 
cut exports. 

The costs of inputs for 2009 are forecast to increase 
nearly 30 percent in one year, led by escalating prices for 
commercial fertilizer and seed.  According to Iowa State 
University Extension, breakeven costs next year for corn 
following soybeans are expected to exceed $4 per bushel 
and soybeans following corn over $9 per bushel.

“Producers’ attention should be on what they can 
control,” according to Steven Johnson, ISU Extension 

Farm Management Specialist. While much of the focus 
has been on crop prices recently, Johnson expects more 
attention this winter to be on controlling costs. 

Johnson will bring his perspectives on the industry to 
South Dakota in December as the featured speaker for 
Growing Forward 2009 Part One. South Dakota Corn is 
proud to partner with Farm Credit Services of America to 
offer Growing Forward 2009 Part One December 1-4. 

This special outlook on crop marketing, estate planning 
and crop insurance strategies will position producers with 
growth strategies for 2009. Learn how to tailor today’s 
marketplace and technology to your advantage. Your 
marketing plan will begin to take shape at these meetings 
as you understand 2009 crop price outlooks while 
learning how to utilize crop revenue insurance tools. 

Grow  nG Forward 2009
Part I    december 1-4, 2008

South dakota corn is partnering with Farm credit Services of america 
to deliver “Growing Forward 2009,” a two step risk management series. 

Part I will be dec. 1-4 and will feature the following topics:

 Topics include:

 •  Examining Crop Supply/
Demand & Price Outlook

 •  Grain Storage and  
Marketing Decisions

 •  Enhancing Multi-Year 
Revenue Decisions

 •  Reducing Crop Input Costs
 •  Understanding Specialty Crop 

Production Contracts with 
Growing Demand for Biofuel

risk manaGement 
strateGies
Farm Credit Services of America will 
present insurance policy features and 
benefits	including	information	such	as:

 •  Review of policy changes and 
options

 •  Utilizing insurance coverage to 
support grain marketing decisions

 •  Compare and contrast coverages 
utilizing different yield and price 
scenarios

 •  Crop insurance buying decision 
strategies

estate/suCCession 
planninG
Eide Bailly will offer insights into 
key estate and tax implications, 
including:

 •  Tax Strategies for Farmers 
and Ranchers

 •  Financial Planning Strategies
 •  Estate Planning & Gifting
 •  Farm Succession & Retirement 

Planning
 
 

ControllinG Crop
ControllaBles
Steven D. Johnson, Ph.D. 
Farm & Ag Business Management Field Specialist

register online at www.growingforward2009.com 
or call sdCGa at 605-334-0100

For locations and registration information, see the ad below or contact the SD Corn office at 605-334-0100.

DATES AND LOCATIONS:
Dec. 1  Aberdeen Noon 
 Ramkota Hotel
Dec. 1  Watertown 6 p.m.
 Event Center
Dec. 2  Huron Noon
 Crossroads Hotel
Dec. 2  Mitchell 6 p.m.
 MTI Technology Center
Dec. 3  Yankton 9 a.m. 
 Minerva’s	Conv.	Center
Dec. 4  Sioux Falls 9 a.m. 
 Ramkota Hotel

Controlling Crop  Controllables



FIvE StRatEgIES SUggEStED BY JoHNSoN INClUDE:

1) Limit capital expenditures, especially with borrowed funds.

2) Conduct fall soil tests, consider cost effective nitrogen application. 

3) Minimize fuel impacts: harvest, drying and storage costs and tillage practices. 

4) Negotiate seed costs using early and volume discounts.

5) Revisit cash rental rates that reflect 2009 cash price forecasts around $4.50/bu 
corn and $10/bu soybeans.

Grow  nG Forward 2009

weather outlook and impacts:
Bryce anderson – dtn
bryce writes and broadcasts agricultural weather 
commentary each day to dtN subscribers across 
the major crop and livestock production areas of 
the U.S. and canada.

art Barnaby – extension ag economist at 
kansas state university
art conducts statewide extension education programs 
on financial planning, risk, government commodity 
programs, and crop insurance.

Year-end is fast approaching. What are the financial goals of your farming enterprise given these 
difficult times?  

Eide Bailly partners Don Kainz and Ty Inglis will present “Year-End Farm Income: Tax 
Strategies for Today & Tomorrow” at Growing Forward 2009.

The business advisors will discuss the tax impact on farm income - from individuals 
and partnerships to S and C Corporations. Their presentation will include 

information on farm income averaging, deferral options and accelerated 
depreciation. Considerations for health insurance, medical expense 

plans and retirement plans will also be touched upon.

Register today at www.growingforward2009.com or 
call SD Corn at 605-334-0100.

part ii
preview to FeBruary 2009 meetinG:

Controlling Crop  Controllables

EIdE BaIllY aT growIng Forward ParT I

CominG in 

FeBruary...

GrowinG Forward
2nd - 5th



Chances are as producers are pulling in the 2008 crop, 
countless questions are filling their minds during their combine 

windshield time. Recently leaders in agricultural economics talked 
about the impact of the current economic crisis on the farming sector 
in a webinar held by AgriMarketing magazine. 

Speakers represented Wells Fargo Bank, the U.S. Department of 
Agriculture, Farmer Mac, the American Bankers Association, Brock and 
Associates, and also the National Corn Growers Association. 

The bankers reported that due to the three prior years of 
profitability, credit for agricultural producers should be adequate. 
However, they reported that because of the higher risks associated with 
agriculture, including the increasing extremely volatile grain markets 
and much larger operating costs, they and bank regulators will be more 
closely examining their portfolio. More highly leveraged agricultural 
producers – or those determined “at risk” – will probably have to pay 
more for credit.

“Is there money to lend agriculture? The answer is unequivocally, 
yes. The problem is the price of money has changed,” said Michael 
Swanson, vice president and senior economist for Wells Fargo 
Bank. “Business structure has not changed. You still need to be a 
well managed, properly sized company in terms of leverage and 
equity. Your situation depends on where you are relative to all your 
competition. Your banker still wants to know if you’re producing a 
brand or differentiated product; if you’re a commodity producer, are 
you the best at what you do; do you do it better and cheaper than 
anybody else?”

Floyd Gaibler, Deputy Under Secretary for Farm and Foreign 
Agricultural Services at the U.S. Department of Agriculture offered an 
overview of the impact of exports to the farming economy.

“The ag economy has seen unprecedented prosperity over the last 
few years,” said Gaibler.  “We’ve been in a pretty good situation over 
the last 4-5 years in terms of farm debt to cash ratio. But while that is 
true, there are risks on multiple fronts. Exports have been very strong 
but given the current economic turmoil, a key issue is the value of the 
dollar and the implications for export outlook.”

Gaibler pointed out another risk is farm land values have risen 
steeply over the past few years: 9 percent in 2007; and about 7 
percent in 08. In addition, tremendous increases in prices paid by 

farmers particularly in fertilizer and fuel will impact the net returns to 
producers.

“The key question is will prices flatten out, decline or continue and 
upward trend?”

Ron Litterer, chairman of the National Corn Growers Association 
says that is the big question on everyone’s minds.

“Where does this price stabilize? That’s the big unknown,” said 
Litterer. “We as producers knew that $7 corn was too high; it wasn’t 
sustainable, our end users couldn’t buy it and make a profit. It’s just like 
$147 crude oil wasn’t sustainable.”

In his remarks, Litterer discussed the impact of the crisis on demand 
for corn and the higher input costs growers face.

“Even before this crisis hit, growers have been faced with higher 
operating capital requirements due to rising input costs and marketing 
strategies,” Litterer said. “Analysts are concerned about the impact 
of the crisis on demand for corn. With higher production and lower 
demand, pricing can affect margins.”

As examples, Litterer cited how costs for fertilizer and cash rent for 
land have skyrocketed along with corn prices. Only in some areas have 
costs come down to a more manageable level, such as diesel fuel.

“I think one of the big issues for farmers is real estate; whether 
you’re renting or buying, land costs have a big impact on the 
profitability of farmers and especially now that we are seeing a decline 
in prices,” said Litterer. “Unfortunately, I think a lot of the rents that 
were established in 2009 were based on pretty high expectations and 
maybe higher than what we might realize in the marketplace.”

Litterer pointed out a key concern about farmers’ difficulty in 
forward pricing 2009 crops.

“The reason for that is the amount of risk in the market to establish 
a price,” said Litterer. “Because of the high capital requirements of 
forward pricing, the basis was wider and the costs of doing it were so 
great that a lot of grain handlers wouldn’t go very far out. And so to go 
into 2009 in some cases was not an option.

“So if farmers wanted to do that, in a lot of cases they had to do 
it themselves on the board and because of the risks associated with 
these large market swings, for most producers it’s probably something 
that they didn’t do. So I don’t know the numbers but I would say it 
probably isn’t a high percentage of the crop that is forward priced for 
2009,” said Litterer.

Richard Brock, Owner/President of Brock & Associates a leading 
agricultural marketing advisory service, agreed with Litterer.

“Producers were not able to forward price a lot of grain,” said 
Brock. “If you look at the amount of corn sold above $7 this year, we 
could probably fit it in a couple of pickup trucks. Those were unrealistic 
prices, no one was really able to take advantage of them. A lot of grain 
companies were only pricing out 60 days at that point and time.”

Still, Brock believes in the overall farm economy, there’s going to 
be a lot of good farm income this year. But 2009 could be a struggle, 
especially if producers overextended themselves during the high in the 
markets.

“I think we may see some major equipment purchases cancelled,” 
said Brock. “Farmers got over enthusiastic this summer when prices 
were high and they made some purchases and those same purchases 
were made by people who in some cases are paying high cash rents 
and I think over the next couple months they’re going to sit down and 
say do I really need that new combine or tractor?”

Credit Crunch:  What does this mean to Agriculture?
Is there money to lend in agriculture?....What is producers’ access to capital?....What is the long term 
outlook?....Will fertilizer prices come down?.....What are the implications to South Dakota producers?

FSA/EPAS 11
Source:  Estimates made by USDA, Economic Research Service (August 28, 2008).

Farm Profit Forecast Is Strong…
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Farm Profit Forecast Is Strong…

Gaibler: “This chart shows profits are very high, largely from 
the market, not from government payments. Helping those 
strong returns have been five consecutive records for U.S. 
exports as well.”



Credit Crunch:  What does this mean to Agriculture?
“Farm assets are largely made up of two items: Equity and debt.”  

As chairman of the American Bankers Association Agricultural and Rural 
Bankers Committee, Jeff Greenlee knows what ag bankers are going to 
be considering when producers are eying that new combine or tractor.

“What are the major players thinking when financing agricultural 
customers out there? What is their mindset going forward?” 

Greenlee says they will be looking at cash income.
“Why is cash income important? Well debt is repaid not from 

increases in equity or increases in asset values,” said Greenlee. “Debt is 
paid back in cash income and that’s important for bankers to realize. Is 
that equity increasing just because farmland values are increasing or is 
it increasing truly because of cash income?”

Going forward Greenlee says it is concerning to see inputs going up 
as sharp as they are while commodity prices are decreasing. 

“That’s something that we’re going to be working with is the 
viability of these enterprise systems for next year’s crops to make sure 
that we are in balance there,” said Greenlee. 

Best advice?

“The farmer just waits now. There is a lot of time to price 2009 
crop right now; time is in their favor,” said Brock. “With today’s supply 
and demand, as you look out over the next two crop years we’re 
still going to see a decline in carryover supplies unless yields get just 
astronomically high. We’re not going to see huge increases at all in 
carryover of corn. 

“We’re looking at prices in 2009 and we really think we’re going to 
have an opportunity to sell ‘09 crop corn at $5 before that marketing 
year is over so we’re advising our producers to sit tight and let this 
thing go.”

USDA Economic Research Service
Greenlee: “I think this is a positive out there. We’ve seen these 
debt equity ratios decline and continue to decline over the past 
few years as the farmers’ financial statements have improved.”

StrategiesWhat does it mean in South Dakota?

Ag Banking Perspective
Brian Gilbert – First National Bank Sioux Falls
Agribusiness Assistant Vice President

Business Plan: There’s definitely going to be a few more 
questions asked of producers: Input costs are so much higher; a lot of 
our borrowers are close to that committee threshold where if they get 
an increase their request is going to have to go to our loan committee 
now; just for that reason we’re probably going to ask more questions 
than we did before. 

Maybe we didn’t require tax returns or maybe we didn’t do a formal 
cash flow before; we might do that now to try to project out what the 
year is going to look like and what their breakeven levels are.

Ethanol stocks: We have several customers with thousands of 
dollars of ethanol stock that has devalued. 

What we look at as a bank is an earned equity change and we take 
out inflation or deflation in their land and we also take out inflation or 
deflation in their other investments, ethanol stock or mutual funds or 
whatever they might have. We try to get down to if the business itself 
is making money so the good thing for our producers is that when we 
do analyze their balance sheet we’re not going to automatically throw 
them into the watch category because their ethanol stock devalued 
creating a net worth loss. 

There’s a lot of people who won’t be able to overcome that 
deflation as far as their net worth change goes. The sad part is there 
were a lot of operators who were expecting to have a humungous year 
this year and they might have went out and bought another quarter 
of ground or another tractor or combine and now those profits aren’t 
going to come to fruition and that’s what’s really going to hurt our 
farmers.

Cash Flow: What we’re probably more interested in is right now 
if you do put a cash flow together on corn and beans it’s going to be 
negative for 2009. There’s just nothing you can do that’s going to make 
it look good.

Inputs have come down a little but not enough to compensate for 
the decrease in commodity prices. About the only thing producers can 
do right now is make some sales that are close to their breakeven levels 
or as close as they can to just kind of hold things together for 2009 
because right now it doesn’t look like it’s going to be a runaway year. 

Agribusiness Perspective
Russ Daley – Midwest Cooperatives, Pierre, S.D.
President of South Dakota Agribusiness Association

Right now it’s pretty simple: Don’t buy.
When it comes to inputs, I don’t know where they’re going to go. 

Were pretty much telling producers, hold off. If you don’t need it until 
Spring just wait and let’s just play this for awhile. 

The good producers are going to go forward with their original 
plan, that’s not going to change. You’ll have that small percentage that 
will cut back. But the majority I would say are going to go forward with 
what they’ve normally done because that’s what’s worked. 
 



The number one question I’ve had from farmers over the last month has been:
WIll INPUt CoStS go DoWN? 
Specifically, will Roundup go down…will seed corn go down…will fertilizer go down?
My quick answer is this: 
DoUBtFUl, at least for the next 6 to 9 months, but let’s go through things one by one.
CHEMICalS: Most chemicals are priced 
only 10 to 20 percent higher than when corn 
was $1.50 and soybeans were $4.50. Since 
corn and beans are still way higher than that, 
chemical manufacturers are not likely to lower 
prices. Also, most chemicals are produced 6 
to 18 months PRIOR to you using them on 
your farm. Well, a few months ago when all 
the chemical manufacturers had to buy the 
ingredients to formulate the products you 
apply, their costs were high. For these reasons, 
don’t expect anything to go down, except 
possibly glyphosate, and I do say possibly. 
Monsanto still believes they’ll sell everything 
they have, so they’re unlikely to lower their 
prices until at least the summer of 2009. 
Generic glyphosate is a little cheaper than 
name brand Roundup right now, but the net 
cost of WeatherMAX on most Midwestern 
farms is actually still cheaper than the lowest-
priced generic. My odds chemical prices will 
go down before spring: 10%.

SEED: Here  again, most seed companies 
locked in their supplies when prices were 
higher, so don’t expect things like soybeans to 
come down in 2009. With corn, there could 
potentially be some deals out there if some 
company gets desperate, but that is unlikely, 
too, because of the supply problems that I 
have been forecasting for several months. 
Remember this summer when there was 
flooding through much of the Midwest. At 
one point the government said farmers lost 
over 2 million acres of corn. I immediately 
asked every seed company if their supply 
was okay, and in typical corporate fashion I 
got the response of…absolutely no concerns. 
As a skeptic, I still forewarned farmers that 
seed supply could be an issue, and guess 
what, now I’m hearing many seed companies 
will have to go to South America for winter 
production again in a big way. That raises their 
costs, and decreases the likelihood any deals 
will be out there come spring. My odds seed 
prices will go down before spring: 5%.

FERtIlIZER: Fertilizer is a true commodity. 
It goes up and down quickly in price. Energy 
is less expensive. Demand is down. Interest 
rates are cheap. Corn, soybean, and wheat 

prices are down. There is no reason fertilizer 
shouldn’t go down, except for one big one: 
Fertilizer dealers (and a lot of farmers) loaded 
up when prices were high. Since many of 
these fertilizer dealers also had a tough year 
with grain, don’t expect them to take a bath 
on fertilizer. However, once their higher-priced 
fertilizer is gone, look for prices to come down 
IF oil prices stay down and demand remains 
weak. The other big factor here is what the 
suppliers like Potash Corp. and Mosaic do 
with production. It sounds like they will cut 
production, at least in the short-term, to hold 
prices up. However, my odds fertilizer prices 
will go down before spring: 70%. By the way, 
urea has already come down. You can now 
buy it for around $400 per ton vs. the $800 
per ton it was a couple months ago. 

Here are a couple more notes with fertilizer. It 
is the biggest expense on your farm (or at least 
it should be).  The amount that fertilizer has 
gone up per acre on our farm in the last year 
is more than the total we spend on seed and 
chemical combined! Sure, seed and chemical 
prices have gone up some, but not nearly to 
the degree that fertilizer has. Let me give you 
a couple quick examples of why I am 100% 
confident fertilizer prices will come down in 
the next year or two, unless commodity prices 
go way up again.

In soybeans, a 60-bushel crop removes 
from the soil approximately 48 pounds of 
phosphorus and 84 pounds of potassium for 
the grain only, not even counting the stover. 
In other words, when you haul your beans off 
the field, say goodbye to 48 pounds of P and 
84 pounds of K. To replace those nutrients 
figuring $1,200 MAP and $900 potash, you’ll 
spend about $118 per acre. Figuring $8 
soybeans, you’d have to have a yield increase 
of almost 15 bushels per acre just to break 
even! Will you gain 15 bushels or more of 
soybeans by replacing the nutrients that your 
crop will remove? No way.

Look at corn…a 200-bushel crop removes from 
the soil approximately 76 pounds of P and 60 
pounds of K.  That cost would be about $133 
an acre. Dividing by $3.50 corn, that’s 38 

bushels of corn you’d need to break even. Will 
that happen? Again, no way. In other words, 
when you can’t even replace the nutrients 
you’re removing, let alone build your soil, 
without losing money, I know for certain that 
fertilizer is overpriced. In the short-term, would 
you be ahead to forget about P & K? I hate to 
say it, but if commodity prices remain where 
they are or go down, you can’t afford to pay 
$1,200 for MAP and $900 for potash or even 
close to that. Now, on our farm we DID spend 
the money, and we at least replaced the 
nutrients we expect to remove over the next 
year, but unless commodity prices come up, 
that investment will provide a negative return, 
at least in the short-term.

My best financial advice would be to wait until 
spring to buy more fertilizer or skip the P & 
K entirely for your 2009 crop. That will mean 
lower yields if you skip the P & K, but I just 
don’t see how you can get enough bushels 
back in one year to pay these exorbitant 
prices. Agronomically, it doesn’t make sense; 
but financially, you can run the numbers 
yourself and see if you think P & K can 
possibly pay on your farm at these prices.

I expect our yields to go up over the next few 
years, meaning our crops will remove even 
more nutrients from the soil. If you haven’t 
been replacing what your crop has been 
removing, you’ll have a more difficult time 
getting those higher yields in the future, so 
it’s a really difficult dilemma. About the only 
biotech thing coming in the next 10 years, 
possibly, is corn that will use less nitrogen. At 
this time it looks like it will only use 10 to 20% 
less nitrogen, so don’t expect to save 50% or 
anything like that.

One last note … I DON’T KNOW WHAT 
WILL HAPPEN WITH THE COMMODITY 
MARKETS. This can and will have a big impact 
on input prices. Corn, soybean, and wheat 
prices could go up or they could go down. 
Don’t beat yourself up because you didn’t sell 
everything when prices were high, almost no 
one did. Let me tell you a piece of wisdom my 
Grandpa Hefty gave me years ago.  He said, 
“Brian, if you want to do well on the farm, 

Will Input Costs  
By brian Heftygo down?



sell 1/52 of your crop every week. That way 
you spend zero percent of your time on grain 
marketing, and you don’t have all that stress of 
whether or not you hit the high. Plus, you can 
spend 100 percent of your time on raising a 
better crop, so you should be able to have the 
highest yields in your area.”  

This plan guarantees you an 
AVERAGE PRICE and more available 
time to better manage your first and 
most important job…increasing yield.

Average prices paid by 
U.S. farmers for the major 
fertilizer nutrients reached 
the highest level on record 
in September 2008, 121 
percent higher than in 
September 2007 according 
to the U.S. Department of 
Agriculture.

Increased global demand for fertilizer has played a large part in placing 
upward pressure on fertilizer prices. Overall, world nitrogen demand grew 
by 11 percent, phosphate demand grew by 13 percent and potash demand 
grew by 17 percent from fiscal year 2001 to 2006. China, India and Brazil 
are the three largest contributors to the growth in world nutrient demand.

The quest for healthier lives and better diets in developing countries is the 
primary driving factor behind the increased global demand for fertilizer. 
People in China, India and Brazil are seeking more food—requiring more 
nutrients to replenish the soil. 

U.S. Department of Agriculture data shows that U.S. 
farmers are using fertilizer nutrients with the greatest 
efficiency in history. Between 1980 and 2005, U.S. corn 
production increased by a whopping 74 percent.

Meanwhile, farmers’ use of nitrogen on corn over this 
period increased only 3 percent, while use of phosphate 
and potash fell 20 and 24 percent, respectively. Nutrients 
removed by crops need to be replaced to maintain soil 
fertility.

what are the top three fertilizer-utilizing domestic crops?
 Corn, wheat and soybeans.

How much fertilizer does it take to produce 
a bushel of corn, wheat or soybeans?
 Depending on the type of cropping system used, 
 Corn: 1.5 to 2 pounds of fertilizer nutrients.
 Wheat: 2.5 to 3.5 pounds of fertilizer nutrients.
 Soybeans: 1.0 to 1.5 pounds of fertilizer nutrients.

what are the top three fertilizer consuming countries in the world?
 China, India and the United States, respectively.

DiD You Know?

The United States is 
the largest importer 
of nitrogen (over 50 
percent of supply) 
and potash (over 90 
percent of supply) and 
the largest exporter 
of phosphate. Corn, 
wheat, soybeans and 
cotton account for 70 
percent of total U.S. 
nutrient use, while 
corn alone accounts 
for 43 percent.

Global perspectives

graphics Source: the Fertilizer Institute: www.tfi.org



While the price of grain and other commodities have dropped nearly in half over the past several months, food 
prices continue to stay at historically high levels pointing to a serious disparity in the marketplace.

Earlier this year, food processors, retailers and other critics blamed corn-based ethanol for rising grain prices and 
increased costs in the grocery aisle. Today now that grain prices are dramatically less, food prices should have 
followed suit, given that logic. However, the fact food prices remain high discredits that deceitful campaign against the 
corn and ethanol industries.

“We’ve been saying this all along and now consumers can see for themselves: The impact corn and ethanol have on 
food prices has barely a ripple effect and consumers should be outraged at the price gouging by food companies,” 
said Reid Jensen, president of the South Dakota Corn Utilization Council. “Since these allegations were made, 
commodity prices have dropped nearly in half, corn demand remains steady, but the price of corn flakes remains the 
same.”

This quarter alone, Kraft boasted a net income of $1.4 billion - more than double last year’s results. Sales at Kellogg’s 
climbed 9.5 percent and third-quarter net income increased from $305 million last year to $342 million this year. 
  
Targeting farmers and the ethanol industry, organizations such as the Grocery Manufacturers Association (GMA) 
and the National Restaurant Association have repeatedly blamed higher food prices on biofuels. But according 
to the United States Department of Agriculture, the farm value of products producers supply to manufacturers 
accounts for only 19 cents of every dollar of processed food. The remaining 80 cents is driven by labor, 
packaging, advertising and other costs, which have little to do with corn-based ethanol.

Grocery manufacturers are making record profits while Americans are struggling, and they’re actively blaming it 
on ethanol. Ironically, ethanol has been saving money for both consumers and grocers by keeping the price of 
gas down.

In a study released by the SDCUC in July, South Dakota drivers using a 10 percent ethanol blend (E-10) 
saved 11.1 cents per gallon at the retail pump over a 12-month period ending in March 2008. 

The study, IMPACT OF ETHANOL ON 
RETAIL GASOLINE PRICES IN SOUTH 
DAKOTA , done by LECG, was a South 
Dakota-specific analysis of the impact 
of ethanol on retail gasoline prices. The 
author of the study, John Urbanchuk, 
who is a Director of LEGC, LLC, further 
found that “Increased use of ethanol 
will continue to save money for South 
Dakota drivers over the next decade; 
the size of the savings will depend on 
the pattern of gasoline and ethanol 
prices.”

South Dakota drivers used 429 million 
gallons of gasoline from March 2007 to 
March 2008 (an average of 35 million 
gallons per month). If all of this gasoline 
had been blended with ethanol at a 10 
percent level, South Dakotans would 
have saved $47.6 million. This amounts 
to $164.10 for each of South Dakota’s 
290,245 households.

SDCUC Questions:
Where is the drop in food Prices?



Ethanol Tax Credit - 

An Economic Success.....Says New Analysis

Growing Ethanol Production minor factor in land use changes

The federal investment in ethanol over the past three decades has 
yielded billions of dollars of economic gain, according to a report 

released this month from economic consulting firm LECG, LLC. The 
report concluded that each dollar invested in america’s ethanol 
industry in the form of the federal excise tax credit returned nearly $5 
to federal, state and local government and the economy as a whole. 
According to the analysis, the tax provision has not only increased 
federal tax revenues, but also reduced imported oil expenditures and 
put more money into consumer pockets.
The analysis, conducted by LECG Director John Urbanchuk on behalf of 
the Renewable Fuels Association (RFA), found the following benefits of 
the federal tax incentive for ethanol blending and the resulting growth of 
the American ethanol industry since 1978:

• More than 53 billion gallons of ethanol have been produced, or 
about 1.2 percent of all the motor gasoline sold over this period. 
(In 2008, ethanol represents 7% of the nation’s gasoline supply.)

• A displacement of nearly 1.9 billion barrels of imported crude oil 
(the amount of crude required to produce the ethanol equivalent 
of 34.9 billion gallons of gasoline) valued at $97.5 billion (2008). 

• An addition of $228 billion to the nation’s Gross Domestic 
Product (GDP) by 2008. 

• The creation of more than 210,000 jobs in all sectors of the 
economy. (Note: After 2006, this calculation includes only those 
gallons produced above the mandated levels as established 
first in the Energy Policy Act of 2005 and revised in the Energy 
Independence and Security Act of 2007. By comparison, the 
ethanol industry helped create 238,000 new jobs in 2007 as a 
result of the 6.5 billion gallons produced.)

• Increased household incomes by $66.2 billion (2008). 
• The ethanol industry has paid for itself since the inception of the 

excise tax credit. An estimated $33.4 billion (2008$) in tax revenue 
for the Federal government and nearly $17 billion (2008$) of 
additional tax revenue for State and Local governments has been 
generated since 1978. The estimated cost of the ethanol tax credit 
over this same period was $30.4 billion (2008$). Consequently, 
the ethanol industry generated a surplus of about $3 billion for the 
Federal treasury alone over the past three decades. 

*The excise tax credit also has saved taxpayers money by reducing 
farm program outlays through higher prices for corn. Recent research 
published at Iowa State University estimated that the Federal 
government saved $3.45 billion in 2007 alone because it was not 
making loan deficiency payments, as it was in 2005 and 2006.

Scientific Community Unclear as to Causes, Impacts of land Use Change, Report Finds.

The amount of agricultural land required to produce 15 billion gallons of grain ethanol in the United States by 2015, as required by the 2007 Energy 
Independence and Security Act (EISA), is likely to be less than 1 percent of total world cropland, according to a new report released this month by 
the Renewable Fuels Association. According to the report, “Understanding Land Use Change and U.S. Ethanol Expansion,” gains in agricultural 
productivity, coupled with the contribution of feed produced as an ethanol co-product, are expected to significantly mitigate the need for 
conversion of non-agricultural lands to support expanded U.S. biofuels production. 

 “Using unsupported assumptions, imprecise economic models, and questionable logic, some have suggested growth in U.S. biofuels like ethanol 
would indirectly cause significant conversion of forest and grassland to agriculture in the United States and abroad,” said the report. Moreover, there is 
no empirical evidence demonstrating land conversion abroad is a result of U.S. biofuels production. 

The debate over the causes and effects of land use change has serious implications for the future of the U.S. biofuels industry. As required by EISA, 
the U.S. Environmental Protection Agency (EPA) is establishing a methodology for determining the lifecycle greenhouse gas (GHG) emissions from the 
production of various biofuels, including GHGs from so-called indirect land use changes. As the report notes, several factors must be considered by 
those seeking to accurately determine the causes of direct and indirect land use changes. Those factors include:

Minimal use of farmland for biofuels production. 
“Despite increases in the amount of coarse grains being used for ethanol, the amount of land dedicated to coarse grains (corn, grain sorghum, barley, 
oats, rye, and millet) production globally has decreased over the past 30 years. Global area for coarse grains has decreased 8 percent since 1980, 
while world grain ethanol production has increased dramatically. Global coarse grains area peaked at 349 million hectares in 1981 and is estimated 
at 313 million hectares in 2008,” according to the U.S. Department of Agriculture. In fact, the total net amount of cropland dedicated to American 
ethanol production in 2007 was just 0.6% of total cropland worldwide, an area roughly the size of West Virginia.

global agriculture’s increasing productivity is meeting rising demand. 
Production agriculture, particularly in the United States, has 
dramatically increased its productivity through the use of 
technology. For example, using average global corn yields from 40 
years ago (1967), more than 330 million hectares would be required 
to produce the world corn crop grown on 158 million hectares in 
2007. In other words, it would have taken more than twice as much 
land in 1967 to grow a crop equivalent in size to the 2007 world 
corn crop.

Ethanol feed co-products contribute substantially to the global 
feed market and provide a considerable land use “credit.” One 
hectare of corn used for ethanol produces more than 1000 gallons 
of fuel as well as an amount of feed equivalent to the volume of 
corn coming from 30 percent of a corn dedicated hectare and the 
amount of soybean meal from 50 percent of a soybean dedicated 
hectare. 
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could be far less than 2.3 million hectares. Further, if crop yields advanced more rapidly than projected
by Informa, it seems likely there would be virtually no incremental land use impact from expanding U.S.
ethanol production.

Additionally, because the costs of converting wooded lands are high, it seems likely that incremental
land needs for grain ethanol production would come from cropland that previously produced crops for
which global demand has diminished (e.g. cotton in the Southeast United States), or possibly from
ground previously enrolled in the Conservation Reserve Program (nearly 80 percent of the land enrolled
in the CRP program is classified by USDA as “grass plantings,” while tree plantings constitute only 6
percent of CRP land). In this scenario, and assuming corn and soybean exports remain relatively
constant, expansion of U.S. ethanol production would have no discernable indirect international impact.

According to Informa Economics projections, U.S. grain ethanol expansion would be responsible for just
7.7 percent of total global major crop land expansion from 2007/08 to 2015/16. The remaining 92.3
percent of crop land expansion will be in response to new demands for food and feed and, to a lesser
extent, other nations’ demands for biofuels. Informa predicts more than 70 percent of agricultural land
expansion between 2007/08 and 2015/16 will be accounted for by expanded oilseed production.

FIGURE 18. SUMMARY OF INFORMA ECONOMICS PROJECTIONS TO 2015/16 2007/08
Actual

2015/16
Projected Change

World Total Major Crop Area (Corn, Wheat, Oilseed, Other) thousand ha. 873,200 903,200 30,000

World Corn Area thousand ha. 157,600 162,900 5,300

World Wheat Area thousand ha. 216,800 219,700 2,900

World Oilseeds Area thousand ha. 198,200 220,300 22,100

World All Other Major Crop Area thousand ha. 300,600 300,300 300

U.S. Grain Ethanol Production m. gallons 8,475 15,000 6,525

U.S. Corn Use for Ethanol (Gross) m. metric tons 76.2 130.9 54.7

Land Required for U.S. Grain Ethanol Production (Gross) thousand ha. 8,037 11,417 3,380

Distillers Grains Production m. metric tons 24 41 17

Land Required for U.S. Grain Ethanol Production (Net) thousand ha. 5,525 7,849 2,324

% of World Major Crop Area Reqd. for U.S. Ethanol % 0.63% 0.87% 0.24%

Note: Informa’s projections assume distillers grains production reduces the land use impact of corn ethanol by one third. As
discussed elsewhere in this paper, it is likely that the land use “credit” from distillers grains is much higher, which would
significantly reduce the net land area required for ethanol.

CONCLUSION
Understanding the factors that cause land use changes in the United States and around the world is no
simple task. A number of inter related social, political, economic, and other factors influence land use
decisions—not singular events. It is virtually impossible for a global equilibrium model or other
economic model to predict with any certainty what impact a single event, such as the increase in
demand for biofuels in the United States, will have indirectly on global land use patterns. Certainly, tools
exist that can assist in empirically quantifying land conversions that have occurred, but these tools do
not and cannot positively assign the cause of these land use changes.

Though the subject of land use change is complex and multifaceted, one thing is clear: the amount of
land required by the expansion of the U.S. grain ethanol industry to 15 billion gallons is immaterial in the
context of world agricultural land use and is likely to be mitigated by gains in agricultural productivity
and the contribution of feed co products.



For the last two years, corn prices have been above all 
historical standards. Starting in September of 2006, an 
unprecedented rally came roaring into the corn market 

and since that time, spot bids on cash corn in South Dakota 
have never been below $3 per bushel except for a two week 
period in October of 2007.  

This has created a certainty in the corn market that 
things have changed. What was not certain, or 
expected, was the even more unprecedented rally 
that began in November of 2007. On November 1, 
2007, the December 2008 corn contracts closed at 
$4.17 and by June 26, 2008, had peaked at $7.88 
per bushel. This gain of $3.71 was erased in less 
than four months when the Dec 08 corn closed at 

its current low this Fall of $3.73 per bushel in late October 
2008. This is a loss of $4.15 from the June high.  

This remarkable price rally and price decline was 
heavily influenced by factors that until just a few years 
ago had not been a significant part of the traditional 
supply/demand fundamentals of the corn market. The 
more typical corn supply and demand factors were 
basically ignored particularly from early June when 
corn prices spiked to the seasonal highs through the 
downturn that has led to current price levels. The 
huge spike and subsequent downturn in crude 
oil and other non-ag commodities were a great 
influence in the price performance of corn, 
soybeans, wheat, and other grains as well. The 
collapse of corn prices was also influenced by 
the downturn in the stock market, the huge 
sell off of index and hedge funds, the credit 
crisis and uncertainty of the impact of the 

federal bailout program. In addition, the 
overall economic downturn in the U.S. 

and world-wide is currently having a 
negative impact on the desire and/

or capability of foreign buyers to 
purchase U.S. corn, soybeans, 

and wheat.   

What does all this mean for corn prices the rest of this year and 
2009? That’s the million dollar question. Anyone who claims they 
predicted this $4 rally and decline in corn prices may be able to 
answer that question but it is unlikely one would find anyone who 
made that prediction a year ago.  

It seems that the more logical approach is to still look at the basics 
of corn supply and demand fundamentals and realize that while the 
market will continue to be influenced by these “outside” factors, the 
fact remains that corn supplies from the 2008 crop are tight. The 
recent adjustment by USDA in planted and harvested acres resulted 
in even tighter projected carryover supplies meaning that we have 
very little wiggle room for a production problem in 2009.  

If demand does not fall off significantly between now and the 
growing season next year, supplies will remain tight until harvest of 
2009. These more traditional supply and demand factors still should 
provide a foundation for buyers and sellers even though potential 
price rallies and price declines could be as pronounced as the price 
movement in the last year. Once buyers and sellers begin to take a 
harder look at market fundamentals, it seems apparent that should 
realize that current price levels do not necessarily reflect how strong 
those supply and demand fundamentals really are. If this would be 
the case, then one might expect a bidding war for acres to begin for 
the 2009 cropping year.

However, the current economic situation in the United States and 
world-wide likely will not be resolved in a short period of time. As 
the economy works to shore itself up from the events of the last few 
months, nothing is really that certain in terms of price outlook and 
predictability. In addition, while the cost of inputs such as fuel and 
fertilizer has fallen, land values/rents along with other costs may not 
keep pace with the current decline in corn prices. This means that it 
may be more difficult to evaluate breakeven and profitability due to 
the more pronounced volatility in input costs and corn prices.   

This simply means that like every year, the challenge ahead for corn 
producers is to manage the potential price volatility as best they 
can. Establishing a marketing plan for old and new crop corn that 
incorporates breakeven in production costs and profit is critical. 
The corn market will likely be highly volatile, and will require sound 
management to capture profitable opportunities for pricing 2008 
and 2009 corn.  

SDSU Economics Department 
web site: http://econ.sdtate.edu

By alan May
Extension grain Marketing Specialist
South Dakota State University

Market Outlook:
affect corn marketing decisions for 2009

New Fundamentals

The South Dakota Corn Utilization Council invested $439,000 of checkoff dollars 
into research and scholarships at South Dakota State University for 2008-09. The 

SDCUC was recognized for the support during half time of the annual SDSU Cereal 
Bowl game held Sept. 6, when an official check presentation was made.
 Research funding totaled $425,000. Featured research projects funded at SDSU 
includes a multi-disciplined look at defining sustainable site-specific production 
guidelines for corn stover harvesting and growing corn-on-corn in South Dakota.         

Cereal Bowl 2008



         Are playing an increasing role 

for livestock feed both in U.S. and internationaly

The U.S. ethanol industry will provide an increased supply of 
distillers grains for livestock feed as ethanol production is 
projected to reach 11.9 billion gallons in 2009, according to 

Informa Economics. Roughly 33 percent of the grain going into U.S. 
ethanol production will come out as DDGS, a high quality livestock 
feed ingredient.

That’s the message heard by more than 500 attendees at the U.S. 
Grains Council’s International Distillers Grains Conference (IDGC) 
held in Indianapolis, Ind., Oct. 19-21.  The South Dakota Corn 
Utilization Council (SDCUC) provides grant funding to the US 
Grains Council for international market development of corn and 
ethanol co-products.

Senior Vice President of Informa Economics Scott Richman 
said at the IDGC event that as a result of the growth in the U.S. 
ethanol industry seen this year, 22 .8 million tons of DDGS were 
available for global use in 2007/2008 marketing year, nearly a 50 
percent increase from the 2006/2007 marketing year. He said the 
2008/2009 marketing year, which just began on Oct. 1, will likely 
experience an additional 50 percent increase in the availability of 
DDGS, reaching 31.3 million tons.  

What often gets lost in discussions on food-versus-fuel is the fact 
that ethanol production uses only the starch from corn to make 
energy.  Both the protein and oil fractions are still available for 
human food production. Far from posing a “food versus fuel” 
dilemma, ethanol co-products actually offer us the possibility to 
exploit neglected feedstocks.

South Dakota is a leader in dried distillers grains research funded 
through the SDCUC with corn checkoff dollars at South Dakota 
State University. For example, SDSU dairy science researchers have 
had good success raising dairy heifers on a diet consisting of 59 
percent wet distillers grains, 27 percent shredded corn stalks, and 
13 percent rye straw (plus a vitamin-mineral pack). Wet distillers 
grains are an excellent source of nutrients for growing dairy heifers, 
and fibrous residues such as corn stalks and straw serve as an ideal 
complement to dilute their high energy and protein contents to 
avoid excessive weight gains.  Similarly, SDSU sheep researchers 
have mixed distillers grains with soy hulls in a finishing diet for lambs 
that resulted in a rate of gain of eight-tenths of a pound per day.

SDSU work is finding other benefits of these versatile feeds. 
SDSU scientists have learned that cow-calf producers can boost 

reproductive rates a full 10 percent by feeding dried distillers 
grains plus solubles, or DDGS, in late gestation heifer 
diets.  Of the heifers fed DDGS before calving, 94 percent 
subsequently became pregnant over a 60-day breeding season. 
That compared to 84 percent for heifers fed a control diet that 
didn’t include DDGS.

South Dakota has a growing dairy industry that benefits 
from having close proximity to the state’s ethanol plants.  
Research has shown that dairy cattle on distiller grains diets 
have improved feed efficiency as a result of increased milk 
yield, increased protein concentration, and increased milk fat 
concentration despite the observation that cattle on distillers 
grain diets tended to have decreased feed intake.  SDSU 
research is now exploring the role that ethanol co-products 
may have in boosting healthful, conjugated linoleic acid in 
milk products when included as a supplement in the diets of 
grazing dairy cattle.

The US Grains Council pointed to Southeast Asia as a 
target destination for U.S. DDGS. Thailand in particular has 
imported 102,000 metric tons in the first eight months of 
this year and will likely purchase more than 130,000 tons 
by year-end. This is a 230 percent growth in U.S. DDGS 
imports from 2007 numbers. Thailand is now the top 
market for U.S. distiller’s grains in Southeast Asia.
 
Similar to most countries in Southeast Asia, 45 to 50 
percent of Thailand’s demand for feed ingredients 
comes from the vibrant poultry industry, which 
experiences an 8 percent growth annually. 
A large part of the growth in 
the poultry industry can be 
attributed to strong demand 
from Japan and Europe. 
Thailand’s projected 
imports could reach 
400,000 metric tons of 
the co-product in two to 
three years. That would 
mean the quantity of U.S. 
DDGS going into this market 
would quadruple, according 
to the USGC.

Distillers GrainsMarket Outlook:
affect corn marketing decisions for 2009

New Fundamentals

Cereal Bowl 2008
The SDCUC Funded

$439,000 

in research and scholarships 
at SDSU this year. 

In addition, projects devoted to biofuels research and economic impacts of agriculture 
were supported this fiscal year.
 In addition to the research dollars, SDCUC supports $15,000 worth of 
scholarships at SDSU and those funds were also reflected in the award check.
 A separate check was presented during Cereal Bowl officially acknowledging the 
SDCUC’s commitment to the proposed Bioprocessing Facility at SDSU. The SDCUC 
has pledged and annual grant of $500,000 per year for the next five years to support 
that state-of-the-art concept.
 Reid Jensen, president of the SDCUC, presented the check to the University. 
From left are former Ag/Bio College Dean Gary Lemme, Jensen, Sue Blodgett, head of 
the SDSU Plant Science Department and SDSU President David Chicoine.
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The South Dakota Corn 
Growers Association is 
excited to announce a 
Jan & Dean 
night of 
entertainment 
featuring 
Dean 
Torrence.

“The Future and Success in agriculture:  
It’s a Journey, not a destination.” 
Ed Barlow - President of Creating the Future, Inc

Join futurist Ed Barlow as he takes us on a journey through the 
unchartered territory of the 21st Century. Explore with him the 
continuum of structural change that is occurring in the world, the 
economy, the environment, science and technology, consumer 
demographics and the workforce. Consider the implications 

of these changes for agriculture in general, our respective businesses and the 
communities within which we live. You don’t want to miss this most insightful, 
thought-provoking and entertaining session.

“How to Sell overheated Markets”
John roach – roach ag Marketing

Helping farmers make good marketing decisions is the 
cornerstone of Roach Ag Marketing, the full-service commodity 
brokerage company founded by John Roach.  Best known as 
the Senior Market Analyst for the award winning and nationally 
syndicated Public Broadcasting program Market to Market, 
Roach brings decades of insight to his ag audiences. Never 

before has protecting yourself with volatile markets and increasing input costs 
been more imperative to your business. Roach will deliver marketing strategies and 
outlooks to SDCGA Annual Meeting attendees.

...in 2009 by getting your game on the 

right track at the South Dakota Corn 

Growers Association’s 23rd Annual 

Meeting January 10 at the Sioux Falls 

Ramkota Hotel.

“CornCIno – win Big in 2009” 

will offer information you can bet on to 

help your operation cash in on market 

opportunities in the next year. Leading 

experts in future trends, marketing 

and carbon will deal out a stacked 

deck of insight to attendees of the 

event during the day.

Then SDCGA will raise your stakes 

that evening as Dean Torrence 

from Jan & Dean takes the stage to 

perform great hits like “The Little Old 

Lady from Pasadena”, “Dead Man’s 

Curve”, “Little Deuce Coupe” 

and more!
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