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Factors that Contributed to 
Transition in the U.S. Beef Market

 

Prices don’t seem quite as 
rosy as they did a couple 
of years ago. We’ve come 
down from some of the 

highest highs we’ve ever seen. 
Now, the reality of harder times 
stares us in the face. How did we 
get here? That could be an article 
in itself, but we’ll attempt to lay 
out a 30,000-foot view for you as 
it relates to the beef sector.  

continued on next page

by Myriah Johnson, Ph.D., ag economics consultant  |  mdjohnson@noble.org
and Dan Childs, senior ag economics consultant  |  mdchilds@noble.org

ECONOMICS
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FIGURE 1. AVERAGE CORN AND FEEDER STEER PRICES SINCE 1973

U.S. Average Corn Price Peak
Corn prices rose from 2006 to 2008 and again from 2009 
to 2012. Corn price peaked in 2012 at $6.89 per bushel 
then fell to $3.40 per bushel by 2016. 

Oklahoma City 700-800 Lb. Feeder Steer Price Peak
Feeder steer prices rose in 2003 ($91.26/cwt) to 2006 ($109.53/
cwt), dropped, then rose again from 2009 ($97.24/cwt) to an all-
time-high in 2015 ($207.57/cwt) before falling to $145.86 in 2016.
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Beef Cattle 
In 2004 and 2005, producers started to 
slowly build beef cow numbers. Drought came 
knocking in 2006, halting expansion. Beef cow 
numbers declined until 2014 due to financial 
crisis as well as droughts again in 2011 and 2012. 

After the recession, producers paid off debt 
and better positioned themselves for the future. 
As consumers’ financial positions improved, 
demand increased. At the same time, a weak 
U.S. dollar made our beef relatively cheap to 
our international customers, further increasing 
demand. This whirlwind of events worked 
to drive prices up. Then, rains finally came 
and forage was replenished in predominate 
beef production regions. Producers had the 
chance to respond with increased production, 
and they did by increasing cattle numbers at 
a historically strong rate. With geopolitical 
unrest in 2015, the U.S. dollar strengthened, 
leaving more beef here at home at just the time 
producers had supplied more calves. Record 
crops had made feed cheap, so there was also 
more protein (beef, pork, chicken) available 
across the board. With an increased protein 
supply, competition increased as well. Since 
feed was cheap, calves were grown to record 
weights in 2015, which only exacerbated the 
situation of declining cattle prices. While cattle 
numbers have increased at a historically strong 
rate, the U.S. dollar has maintained its strength 
as well. As cattle numbers are expected to 
increase over the next few years, prices are 
also expected to decline. Hopefully, most of the 
price decrease has been realized already. Even 
though cattle prices have declined significantly
from the highs, they’re very similar to the 
prices we observed in 2010, which were con-
sidered strong prices at the time.

Wheat Prices
Wheat has been a somewhat similar story. 
Wheat prices were stronger in 2012 through 
2014, allowing U.S. wheat producers to 
have substantially higher net cash income. 
Now, prices have declined to levels more 
similar to the early and mid-2000s. This 
has brought wheat producers’ average net 
cash income down by more than 55 percent 
since 2014. Mark Welch, Ph.D., at Texas A&M 
University points out it is not uncommon for 
wheat prices in a new price era to drop back 
down to the highs of the previous price era, 

which is what has occurred (Figure 2).  
Even though current prices are not all 

that dissimilar to what we’ve seen in the 
past five to 10 years, perhaps we feel more 
pain because production expenses have not 
decreased at the same rapid rate that our 
commodity prices have declined. This has 
put a crunch on net farm income. Looking 
at real net farm income (which accounts for 
general price level changes over time), 2016 
net farm income was forecast to be the low-
est since 2002 (Figure 3). This is a decrease 
of 18 percent from 2015 to 2016 and a 47 
percent decrease since the high in 2014.
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Nominal vs. Real Price
So what is “real” price? We often think of price as just price, but it is true that a dollar today doesn’t 
buy what it used to. For this reason, we have nominal prices and real prices. Nominal price is the 
price just as you see it on the shelf in the grocery store today. It does not account for the chang-
ing value of money. Real price is the nominal price adjusted for the changing value of money. The 
annual Consumer Price Index (CPI) value is published each year by the U.S. Bureau of Labor Sta-
tistics and is used in converting the nominal price to the real price. Using the real price allows us 
to compare throughout time the buying power of our money. That’s why, in evaluating net farm 
income, we used the adjusted real value. It allows us to compare net farm income throughout time 
to see if we are truly better or worse off than some period before.

140B

120B

100B

80B

60B

40B

20B

19
4

0

19
4

3

19
4

6

19
4

9

19
52

19
55

19
58

19
6

1

19
6

4

19
6

7

19
70

19
73

19
76

19
79

19
8

2

19
8

5

19
8

8

19
9

1

19
9

4

19
9

7

20
0

0

20
0

3

20
0

6

20
0

9

20
12

20
15

Source: U.S. Department of Agriculture Economic Research Service Farm Income & Wealth Statistics and 
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FIGURE 3. U.S. REAL NET FARM INCOME IN YEAR 2000 EQUIVALENT DOLLARS*
Real net farm Income in year 2000 equivalent dollars

UPCOMING EVENT

The beef industry continues to 
improve efficiencies and enhance 
production, which results in a more 

sustainable product for consumers. The 
U.S. Roundtable for Sustainable Beef 
(USRSB) and its members lead the effort 
to address sustainably produced beef. 
John Butler, CEO of the Beef Marketing 
Group and USRSB president, and 
Townsend Bailey, director of supply chain 
sustainability for McDonald’s, will speak 
on what sourcing sustainably produced 
beef means for the U.S. beef value chain. 
The conference will also feature a panel 
discussion on beef sustainability, Noble 
Foundation research updates and the 2017 
cattle market outlook. 

  

TEXOMA CATTLEMEN’S 
CONFERENCE

The Future of 
Sustainable 
Beef

8 a.m.-4 p.m. 
Feb. 24, 2017
Ardmore Convention Center 
$40 registration fee,  
includes lunch

Financial Condition
Examining farm financial indicators (asset 
turnover ratio, operating profit margin, cur-
rent ratio, etc.), we see a similar story. Over-
all, the financial condition of the industry has 
declined over the past couple of years. Just 
because the financial situation has weakened 
some does not mean we are in a bad spot 
though, certainly not back to what was expe-
rienced in the early 1980s. Purdue University 
agricultural economists Mike Boehlje, Ph.D., 
and Chris Hurt, Ph.D., make a few key points 
in their article “The Financial Crisis: Is This 
a Repeat of the 80’s for Agriculture?” as to 
why we are not facing what we did in the 
1980s. First, as opposed to the early 1980s, 
we have relatively low interest and inflation 
rates. Second, debt levels are much lower. 
The debt-to-asset ratio peaked at 22.2 in 
1985 but was just 13.18 for 2016. This indicates 
a much stronger equity position across the 
industry. Third, we have liquidity. However, 
available working capital on hand to repay 
liabilities has rapidly deteriorated over the 
past couple of years as agricultural prices 
have decreased. Thankfully, many producers 
entered this period with a better liquidity 
position, which should help them be more 
financially resilient in this transitional market. 

Fourth, recent strong incomes help cushion 
this windfall. As compared to the late 2000s 
when grain/crop farmers earned the majority 
of the income, the cow-calf sector in partic-
ular has enjoyed record-high returns leading 
up to this time point in the market. A strong 
financial reserve held back can offer one of 
the best ways to manage through a transi-
tional market.  

Price recovery will be slow in feed grains 
over the next couple of years as we work 
through the large U.S. and world inventory 
that is currently on hand. Having cheap feed 
will promote animal feeding, furthering the 
continued abundance of available protein. 
The U.S. is a safe haven for the dollar; it is 
expected to remain strong and, in turn, lower 
the export of our products. Barring outside 
influences, there will be no abrupt turnaround 
in grain or livestock prices within the next 
year or two.

Not all hope is lost. We have tools to lean 
on and guide us through this market as it 
makes its transition downwards. The agri-
culture industry is known for its resolve and 
determination, and it will be no different this 
time. Some things, such as commodity prices 
received, may be out of our control, but we 
do have the ability to manage our production 
and its associated expenses.  
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When it 
comes to 
record-keep-
ing, there 

is a general feeling of 
dread caused by the idea 
of having to account for 
every little detail. While 
this is an understandable 
feeling, you should never 
fear your own records. 

Record-keeping provides us the opportunity 
to take a look at where we’ve been and where 
we are currently. By building this roadmap, 
the past can be assessed to build a plan for 
the future. This is especially true when it 
comes to financial records. But how detailed 
should these records be? As an economist, 
I want to track where every penny is spent 
and what I’m getting back for spending it. To 
me, the more detailed, the better. Financial 
records can provide a wealth of information, 
but only if they are complete and understood. 
At a minimum, sufficient income and expense 
records should be kept in order to file an 
accurate tax return. Any additional infor-
mation should be kept with the intention of 
using it to make management decisions. You 
could have the most complete set of books 
around, but the extra work of keeping those 
records will have been for nothing if you’re 
not using that information.

There are many different methods and 
tools available for keeping financial records. 
No one method is right or wrong. These can 

be as simple as handwritten records, but 
with today’s technology, a majority of these 
are computer-based programs. Programs 
such as Quicken and QuickBooks have the 
ability to securely import banking transac-
tions and categorize them, which allows for 
fast and easy analysis and reporting.

Whichever method you choose, there 
are three statements that should be kept: 
a net-worth statement (also referred to as 
a balance sheet), an income statement and 
a cash-flow statement. Depending on the 
statement, areas of performance can be 
measured. Each one provides indications on 
its own, but even more information can be 
obtained by using all three together. 

Three Financial Records to Help 
You Make Better Decisions
by Jason Bradley, ag economics consultant  |  jwbradley@noble.org

ECONOMICS

        Income 
        Statement
The income statement provides a look at 
the profitability the operation. There are 
two types of accounting systems used on 
income statements: 

CASH BASIS 
Entries are made for expenses and incomes 
when money changes hands. 

ACCRUAL BASIS  
Records changes in inventory, income that 
has been generated but not received (ac-
counts receivable), and expenses that have 
been incurred but not yet paid (accounts 
payable). 

Both are acceptable methods of record- 
keeping. However, accrual accounting is 
more accurate at keeping a realistic view of 
the businesses finances. 

A common misconception about income 
statements is that an IRS Schedule F and 
an income statement are the same thing. 
While they are similar, an income state-
ment should be an itemized list that can be 
broken down by enterprises. This is where 
computer programs can come in handy. 
Incomes and expenses can be tagged or 
categorized based on what enterprise 
they were used for. Example: a cow-calf 
producer participates in a preconditioning 
program before selling calves. Without 
allocating the sales, cull cows and bulls 
would be combined with the sales of the 
calves. Unallocated expenses would be 
added together for all the livestock. This 
would prevent determining how profitable 
each enterprise was. By keeping detailed 
records, an operator would be able to 
compare the profitability of the cow-calf 
enterprise to the profitability of the precon-
ditioning enterprise. 

Not all operations will need this level 
of detail. Simple totals that are reported 
on the Schedule F may be enough for an 
operation, but that operation should not 
expect to be able to calculate the cost of 
feeding a steer during a preconditioning 
period. Without that ability, considering 
alternatives can become challenging. By 
keeping detailed records, evaluating what 
your expenses are and how much you are 
spending on each can have a large impact 
on managing costs. In the current market, 
this should be a priority for producers. 

        Net-worth 
        Statement 
It’s a good idea to complete an updated net-
worth statement at the beginning of each 
year. This gives you a snapshot of where you 
currently are financially. A net-worth state-
ment consists of two lists: assets and liabilities. 
Assets  are everything that is owned or owed 
to the operation through owner equity and/
or borrowed equity. Liabilities are what the 
operation owes. The net worth statement is 
used to determine the liquidity and solvency 
of the operation by looking at different ratios. 
Decisions regarding borrowing capital can be 
made by keeping track of these ratios.

        Cash-flow 
        Statement
A cash-flow statement is a tool used 
to track financial obligations and when 
payments are received. Think of this as 
the checkbook ledger for your opera-
tion. By tracking the cash availability, you 
can establish a budget or annual plan to 
provide the opportunity to evaluate if or 
when capital investments can be made. 
This is the same principle that should be 
used with personal finances. Monthly and 
annual budgeting are both highly import-
ant when it comes to making financial 
decisions.
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MORNING 
Updates on Noble Foundation research and 
demonstration project. Hear about initial 
observations and results from the implemen-
tation of new technologies, and learn what is 
on the horizon for beef producers with tech-
nological advancements and the emerging 
applied sciences.  

The Future of 
Sustainable Beef
by Hugh Aljoe, producer relations 
manager  |  hdaljoe@noble.org

EVENT

There are five areas of financial perfor-
mance that provide a look at the health of 
your operation.  The Farm Financial Stan-
dards Council defines each of these as:

1. LIQUIDITY 
The ability of your farm business to meet 
the financial obligations as they come 
due, to generate enough cash to pay your 
family living expenses and taxes, and to 
make debt payments on time.

2. SOLVENCY 
The ability of your business to pay all its 
debts if it were sold tomorrow. Solvency 
is important in evaluating the financial risk 
and borrowing capacity of the business.

3. PROFITABILITY 
The difference between the value of 
goods produced and the cost of the 
resources used in their production.

4. REPAYMENT  
CAPACITY  
The borrower’s ability to repay debts on 
time. It includes nonfarm income, so it is 
not a measure of business performance 
alone.

5. FINANCIAL  
EFFICIENCY 
Shows how effectively your business uses 
assets to generate income. Past perfor-
mance of the business could well indicate 
potential future accomplishments. It also 
answers: Are you using every available 
asset to its fullest potential? What are the 
effects of production, purchasing, pricing, 
financing and marketing decisions on 
gross income?

5 FINANCIAL 
HEALTH 
INDICATORS

The beef 
industry 
continues 
to improve 

efficiencies and 
enhance produc-
tion, which results 
in a more sustain-
able product for 
consumers. The 
U.S. Roundtable 

for Sustainable Beef (USRSB), formed 
in March 2015, is leading the effort to 
address sustainably produced beef. 
USRSB members include representa-
tives of the entire U.S. beef value chain 
from cattlemen to retail organizations, 
allied industry partners to academic 
institutions and beef industry asso-
ciations, all of whom are committed 
to making the U.S. beef value chain 
more sustainable. Their vision is for 
the U.S. beef value chain to be the 
trusted global leader in environmen-
tally sound, socially responsible and 
economically viable beef. After two 
years of USRSB activity, the future of 
sustainably produced beef is taking 
form as they progress toward tangi-
ble outcomes within the three critical 
components: 1) Sustainability Indica-
tors and Goals for Progress, 2) Sus-
tainable Solutions, and 3) Verification. 
The USRSB is working to provide real-
istic solutions for producers, the beef 
supply chain, the environment and 
consumers.

The 2017 Texoma Cattlemen’s Con-
ference, set for Feb. 24 at the Ardmore 
Convention Center, will focus on this 
growing effort. The keynote address will 
be presented by John Butler, CEO of 
the Beef Marketing Group and current 
USRSB president, and Townsend Bailey, 
director of supply chain sustainability 
for McDonald’s. 

The conference will be moderated 
by Ron Hays, Oklahoma’s voice of agri-
culture, of the Oklahoma Farm Report. 
The conference and trade show opens 
at 8 a.m. The program will begin at 9 
a.m. and end at 4:30 p.m. Registra-
tion is $40 per person, which includes 
lunch. Special pricing is available for 
students and government personnel. 
Please visit www.noble.org/agevents 
or contact Danielle Pacifico at 580-
224-6376 to register or to request 
additional information.

 

Find more financial performance tips at 
www.noble.org and The Farm Financial 
Standards Council at www.ffsc.org.

FIND OUT MORE

KEYNOTE SPEAKERS

MODERATOR

SESSIONS

JOHN BUTLER  
CEO of the Beef Marketing Group and  
current USRSB President 
 
TOWNSEND BAILEY 
Director of Supply Chain Sustainability  
for McDonald’s

McDonald’s, which markets 900 million pounds 
of beef annually, began purchasing a portion 
of their beef from verified sustainable sources 
in 2016. They are currently investigating trace-
ability and scalability in the U.S., engaging 
collaborating partners throughout the entire 
beef supply chain, and developing realistic tar-
gets for purchasing sustainable beef. BMG has 
implemented a rigorous, verified quality man-
agement system (Progressive Beef) within their 
feedyards that focuses on process control, food 
safety, animal care, sustainability and respon-
sible antibiotic use. Butler and Bailey will dis-
cuss what sourcing sustainably produced beef 
means for the U.S. beef value chain.  

 
AFTERNOON 
Panel discussion with company executives 
about their contributions toward the future 
of beef sustainability within their sector of 
the beef value chain.

• Townsend Bailey, McDonald’s
• John Butler, Beef Marketing Group
• Billy Cook, Ph.D., Noble Foundation 
• Leigh Ann Johnston, Tyson 
• David Orme, Integrity Beef Alliance

Derrell Peel, Ph.D., Oklahoma State University 
Cooperative Extension livestock marketing 
specialist will discuss what is projected ahead 
for beef producers and the beef industry in 
the 2017 cattle market outlook.

RON HAYS 
Oklahoma’s Voice of Agriculture  
Oklahoma Farm Report
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When economic times necessitate “tightening of the 
purse strings,” so to speak, too often livestock pro-
ducers cut back severely on pasture management 
and associated expenses. This often leads to the 

deterioration of pasture resources, the basis of the food source 
required to sustain the livestock we strive to produce. There is 
a better approach to managing pastures during lean economic 
times: develop a prioritized plan of activities whereby effort and 
expenses are allocated to the activities and resources that pro-
duce the greatest return on investment. Below are steps to help 
you prioritize key activities in your pasture management plan.

How to Prioritize Pasture When 
Cutting Expenses on the Ranch

by Hugh Aljoe, producer relations manager  |  hdaljoe@noble.org

IDENTIFY

PRIORITIZE PREPARE

FORAGE

Identify the most productive pasture resources for cropland, introduced pastures 
and native rangeland. Estimate the number of acres in each of these priority land 
resource categories.

Determine if herbicide applications are 
needed for optimum forage production. 
Prioritize herbicide applications over fertil-
izer applications, especially on introduced 
pastures. On rangelands (prioritize the 
most productive areas), herbicide should be 
considered if potential weed pressure will 
significantly inhibit forage production.  

Prepare to fertilize the most productive 
introduced pastures and all cropland 
established for grazing. If soil sampling 
has not been performed in recent years, 
collect samples this winter for analysis to 
determine which soils require the least 
amount of fertilizer to achieve produc-
tion goals. 
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Soil Rating 
>3.10 and 
<=5.00

How to Prioritize Pasture When 
Cutting Expenses on the Ranch

FERTILIZE CROPLAND FIRST
• The cropland established for grazing 

purposes is of highest priority to re-
ceive fertilizer. Usually grazing cropland 
pastures are established for growing 
livestock and secondarily for lactating 
cows. Only establish the amount of pas-
ture required to meet the needs of these 
classes of livestock and that you can 
afford to fertilize correctly (using the soil 
tests recommendations) for the optimum 
level of production. 

FERTILIZE INTRODUCED PASTURES
• The most productive introduced pastures 

are the second highest priority to receive 
fertilizer. Hybrid bermudagrass varieties 
such as Midland 99, Tifton 85 and Coastal 
are typically very responsive to nitrogen 
fertilizer, as is B-Dahl bluestem of the 
introduced bluestem varieties, and tall 
fescue. Applications of at least 50 to 
more than 100 units of actual nitrogen 
are recommended. If pasture is fertilized, 
be prepared to spray weeds. 

FERTILIZE EARLY
• Fertilize early in the growing season 

for each forage type for all pastures 
that are deemed a priority for fertilizer 
applications in the final management 
plan. Apply herbicides to pastures and 
rangeland while the primary weed spe-
cies are immature, typically less than 4 
to 6 inches tall. These practices provide 
for optimum growing conditions for the 
longest period of time. 

MANAGE GRAZING
• Plan and manage grazing of the pas-

tures. Manage for adequate residuals at 
all times. Do not graze forage too short 
during any one grazing event (exception 
perhaps being end-of-season graze-out 
cropland). Provide adequate recovery for 
perennial pastures and rangeland.

PURCHASE HAY
• If hay is required as part of the man-

agement plan, purchase hay instead of 
producing it. Have forage tests conduct-
ed on all possible hay purchases. Only 
purchase hay at the best price per ton 
of nutrients that closely meet or exceed 
the nutrient requirements for the classes 
(and physiological condition) of livestock 

to be fed. It is best to feed hay that re-
quires no or very little supplemental feed 
if you are substitute feeding hay for an 
extended period of time. 

BUDGET ACCORDINGLY
• If there is still budget available to ad-

dress the moderately productive pastures 
and rangelands, continue through the 
preceding process/steps again while al-
ways considering where you will get the 
“biggest bang for the buck.”

CONSIDER WEED CONTROL
• On marginal lands with introduced pas-

tures, consider annual weed control if need-
ed and fertilize at a low rate every other or 
every third year. This is particularly effective 
with common or other seeded varieties of 
bermudagrass and most introduced blue-
stems. Always be prepared to spray weeds 
where fertilizer is to be applied.

MATCH STOCKING RATES
• Destock accordingly to match stocking 

rate to carrying capacity of your adjusted 
pasture management plan. Maintain and 
manage only the most productive live-
stock as forage availability will be more 
limited.

KEY PROCEDURES
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WILDLIFE

How to Diversify Farm Income 
with Recreational Leasing

Leasing land for rec-
reation has become 
more popular over 
the last decade, 

and demand for access to 
places to hunt has grown. 
While recreational leasing 
doesn’t suit everyone, it can 
be a way for landowners 
to diversify their income, 
reduce trespassing and 

manage wildlife resources.
A recreational lease is an agreement 

between the person who controls property 
access and a person or group willing to pay 
for access to defined recreational privileges 
for a defined time on that property. 

by Josh Gaskamp, wildlife and range consultant  |  jagaskamp@noble.org

Recreational leases can include oppor-
tunities for hunting, fishing, camping, hiking, 
bird watching, photography and more. Recre-
ational leases are customizable. A landowner 
should tailor a recreational lease to fit within 
or supplement their individual goals for the 
property. For example, a recreational hunting 
lease can be very restricting and offer hunting 
for a single species on a day, weekend or sea-
sonal basis. Or, it can be very liberal and offer 
year-round hunting and fishing for multiple 
species. The type and duration of the lease 
will influence the price someone is willing 
to pay. It is important to remember that the 
landowner is leasing access to land or facili-
ties, not the native wildlife, since native wild-
life is publicly owned.

Some qualities of 
recreational leases 
that can increase 
their value are 
proximity to home, 
multiple activities, 
abundant wildlife,  
and access to roads.

Recreational leases offer landowners additional 
sources of income by meeting growing demand 
for access to hunting places.
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ADVANTAGES DISADVANTAGESSome qualities of recreational leases that 
can increase their value are proximity to home, 
multiple recreational activities available, abun-
dant wildlife, trophy animals, comfort (i.e., a 
place to stay), roads to easily access the prop-
erty, little competition from others, friendly 
lessors, communication of farm activities, 
guest privileges and opportunity for participa-
tion in wildlife management practices.

If you choose to lease your property for 
recreation, develop a written recreational 
lease agreement signed by both parties. The 
lease agreement should define the rules for 
the lease, protect the interest of both parties 
and avoid misunderstandings. However, no 
two leases are identical. It is important to 
remember that leases are customizable and 
the lease contract should fit within or sup-
plement the goals for the property.

When recreational leasing is not the sole 
income source for the property, some com-
promise is often necessary to optimize 
income for recreation and agricultural use. 
Leasing increases a landowner’s liability 
compared to allowing free or no access. 
It also forces the landowner to deal with 
people. Often, a landowner’s potential to 
profit from recreational leasing depends on 
his or her marketing skills and reputation as 
much as natural resource abundance and 
land management/ag production practices. 
Lessees usually like to have exclusive use 
during the lease term, which may restrict  
a landowner’s recreational use of the  
property. 

The biggest benefit to most landowners 
with successful leases is increased income 
from the property. Recreational leasing can 
afford landowners steady income when pri-
mary farm incomes are down because farm 
incomes can be subject to market demand, 
weather, pests and other environmental 
conditions. Another benefit to recreational 
leases is that they can help control tres-
passing problems. The increased presence 
of people and activities associated with the 
lease can deter trespassing and poaching 
activity. Wildlife can also benefit from recre-
ational leasing through population manage-
ment, conservation of habitat and increased 
consideration in land management decisions. 

            SAMPLE LEASES

Sample recreational leases are available at the 
end of the Texas A&M Real Estate Center’s pub-
lication The Texas Deer Lease (assets.recenter.
tamu.edu/Documents/Articles/570.pdf) and 
Oklahoma Cooperative Extension’s Lease Hunt-
ing Opportunities for Oklahoma Landowners 
(osufacts.okstate.edu/docushare/dsweb/Get/
Document-2708/NREM-5032web-survey.pdf).
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LIVESTOCK

It has been well-documented in popular press and repeatedly confirmed at 
sale barns and coffee shops that the current calf market is about one-half of 
where it was just 2 ½ years ago. The short-term projection for both the cattle 
market and weather are not favorable for ranchers. For ranchers to econom-

ically survive the market downturn, they need to get back to the basics, fine-
tune their operations and plan for the long-term. 

The following is a top 10 list of best management practices and con-
cepts to consider that can help keep you from paying to be in the ranching 
business and losing money for the next few years.

Top 10 Ways to Make Cow 
Herds More Profitable
by Robert Wells, Ph.D., livestock consultant  |  rswells@noble.org

1. Don’t buy average 
or inferior bulls. 
Spending as little as $750 more on a known, 
better bull could net you an additional $1,475 
more per bull, annually. This is accomplished 
by purchasing a bull that will excel in growth 
traits that allow the rancher to sell the maxi-
mum pounds of weaned calves off the ranch.  
    noble.org/proper-bull-selection

2. Join a cattle 
marketing alliance. 
The Integrity Beef Alliance adds a verifica-
tion program for cattle producers and helps 
them implement best management practic-
es, improve health status of their cattle by 
following established health protocols, reduce 
shrink by requiring the calves to be precon-
ditioned, and sell cattle in larger lots through 
commingling. Historically, producers in this 
Alliance have achieved premiums for their 
cattle above the average of other programs. 
    noble.org/integrity-beef-pays-dividends

4. Treat your cows 
as an employee. 
Your cows should be expected to work daily 
for you. A productive cow will efficiently de-
liver a calf to the weaning pen each year, with 
little cost or problems along the way. In order 
to do this, you must select the right female 
then develop her so she will be successful in 
the environment you expect her to work.  
    noble.org/heifer-employee-analogy 
noble.org/take-care-of-your-heifers

3. Moderate 
cow size.
Larger cows require more forage to sustain 
themselves on a daily basis. This can affect 
pasture stocking rates. A cow that is 200 
pounds, or 17 percent, larger than another 
increases forage intake by 11 percent. Thus, 
stocking rate must be accounted for when 
moving from a 1,200-pound to a 1,400-pound 
cow. If you cannot increase the forage pro-
duction accordingly, you will have to decrease 
stocking rate by 11 percent fewer cows to still 
have enough forage for the number of cows 
in the pasture. The heavier cow should wean 
a heavier calf, but this increase will not be 
enough to offset the reduced cow numbers.  

7. Control feed 
expenses. 
Manure scoring is a great way to monitor if a 
cow is getting enough proper nutrition in almost 
real-time. It gives the producer an estimation 
of the digestibility of the diet the cow has been 
eating for the past 36 to 72 hours. This method 
allows you to identify nutritional deficiencies 
before they manifest into lower body condition 
scores. If you have to feed hay, provide high-
enough quality hay that additional feed supple-
mentation is not necessary. At the cow’s highest 
nutritional requirement, it takes a free-choice 
diet (28.4 pounds dry matter) of either pasture 
or hay that is at least 9.9 percent crude protein 
and 57.6 percent total digestible nutrients (TDN) 
to meet a 1,200-pound cow’s nutritional require-
ments during peak lactation (three months post 
calving). If hay or forage quality is limiting but 
quantity is not, feed the right supplemental feed 
at the right time to meet the cow’s requirements 
most economically.    
    noble.org/manure-scoring  
noble.org/cannot-starve-a-profit  
noble.org/planning-your-winter-feeding

8. Utilize heterosis. 
Heterosis is an often overlooked tool to 
increase the commercial cattleman’s overall 
efficiency. Heterosis is an easy tool to imple-
ment for most cattlemen and can increase 
weaning weights and longevity of the cow, 
improve feedlot performance and produce a 
more desirable feeder calf.  
    noble.org/heterosis-hype-or-legit  

9. If feeding hay, 
don’t waste it. 
Hay feeding is probably the most expensive 
form of delivering forage to the cow. If you 
are locked into this system by the forage type 
available on your operation, make sure you 
don’t waste hay by using antiquated-style hay 
rings. A modified cone hay feeder can save 
from 8 to 15 percent more hay than the older, 
typical style feeders. 
    noble.org/hay-feeder-design

 

6. Develop a 
short and defined 
breeding season. 
Increasing the number of earlier calving cows 
will increase the average weaning weight in 
the fall. Consider if a calf is born 30 days ear-
lier in the calving season and gains 2 pounds 
per day while on the cow, the calf will weigh 
60 pounds more at the same weaning date 
in the fall. That is roughly a 10 to 12 percent 
increase in weaning weight by simply making 
sure more calves are born in the first third of 
the calving season. 
    bit.ly/making-more-with-less

10. Keep records. 
The old saying is true: you can’t manage what 
you don’t measure. The more records you keep, 
from how much feed/mineral and hay is fed to 
weaning weights and percent weaned calves, 
the more powerful your management decisions 
can become. Develop key performance indica-
tors (KPI) to benchmark how your operation 
compares to itself over time and to others of 
similar size and in the same area annually.  
     bit.ly/performance-indicators

5. Cull cows. 
First, cull what I call the three O’s: old, open 
and ornery cows. Then, consider additional 
culls as the situation warrants. Older cows 
have a difficult time maintaining weight while 
weaning an even smaller calf. Carrying an 
open cow through the winter is analogous to 
hiring an employee, paying them monthly but 
not expecting them to show up to work for 
the next year. Ornery cows damage equip-
ment, injure people and reduce efficiency 
when they are difficult to work in the pen or 
take part of the herd to the trees when you 
come into the pasture.   
    noble.org/guidelines-for-culling-cows

Keep in mind the above referenced best 
management practices will help most produc-
ers survive market- and weather-related dis-
ruptions and will allow for more profit year-
end and year-out. 
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Don’t Get Surprised at Market Time: 
Know Value of Gain
by Dan Childs, senior ag economics consultant  |   mdchilds@noble.org

            AG TOOLS APP

Check out the Ag Tools mobile app for a free 
value of gain calculator. 
Visit noble.org/tools or download from Apple 
App Store or Google Play.

Value of gain (VOG) 
can be useful 
information for 
cattle producers 

who are contemplating 
purchasing cattle or mak-
ing retained ownership or 
marketing decisions for 
currently owned cattle. 

VOG can be defined 
in multiple ways. Some 

have defined it as the difference in the value 
(weight × price) from the beginning of a 
growing period to the end of the growing pe-
riod divided by the pounds gained. Another 
way to define it is as the amount of mon-
ey the market is willing to pay for the next 
pound of weight a calf or yearling gains.

KNOW WHAT TO PURCHASE
Knowing the VOG between the various 
weight ranges can be used to determine 
which weight would be best to purchase. As 
long as a producer can purchase pounds for 
the same price or less than it costs to put 
pounds on, it makes economic sense to keep 
evaluating heavier cattle until the market is 
paying more than his or her cost of gain.

KNOW WHEN TO SELL
Once a producer has made the purchase or 
has calves at home, an important question is: 
at what weight should calves be sold? 
The answer can be obtained by calculating 
the total cost to put on a pound of gain and 
comparing that to the VOG as weight is 
added to the calf. 

Too often a producer is guilty of viewing a 
market report from their favorite point of sale 
and calculating what the market paid at that 
time for cattle of different weights. The time 
it takes to grow the calf to a heavier weight is 
overlooked. If a producer has five- or six-weight 
cattle and they are thinking about growing 
them to 800 pounds, a current market report is 
not the best information to use because the calf 
is not going to weigh 800 pounds until possi-
bly 100 to 150 days into the future. Therefore, 
a future price for an 800-pound calf is a better 
indicator of what the market will pay for gain 
rather than using the price for an 800-pounder 
from the current market report. 

What price is used for the future date? The 
only source available today is the cattle futures 
market. All the reasons why the futures market 
is not a good indicator could be debated for a 
lengthy time. A producer could argue they can 
forward a cash contract with an order buyer. 
But likely what the order buyer offers is based 
off the underlying feeder cattle contract for 

that future time period. Observing the feeder 
cattle contract for the closest month, but not 
before the time of planned sell date, then 
adjusting it for the market where the cattle will 
be sold is the only price a producer can lock 
in for the calf at the heavier weight. Therefore, 
this is the price producers should use in ana-
lyzing the retained ownership decision of how 
big to grow a calf.

EXAMPLE
Fall 2016 serves as a good example to illus-
trate the fallacy of using a current market 
report to determine VOG. Eight-weight 
cattle were priced such that the VOG from 
500 pounds to 800 pounds was more than 
$1 per pound. However, if a producer had 
a 500-pound weaned calf, it would likely 
be March 2017 before the calf would weigh 

800 pounds. The March 2017 feeder cattle 
futures contract was discounted more than 
$15 per hundredweight to the October cash 
price, indicating a VOG less than 60 cents 
per pound. It would be quite a disappointing 
surprise for a producer to think the market 
was paying $1 per pound to learn when the 
calf actually weighed 800 pounds, the mar-
ket only paid 60 cents per pound or $120 per 
head less than they thought the calf would 
be worth.  

Cow-calf and stocker producers alike 
can benefit from having a knowledge of 
their cost of gain and comparing their cost 
to what the market is paying for gain at 
the various weights as the calf grows. This 
knowledge is very powerful as marketing 
and risk management decisions are made 
for the operation.
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Beef Quality Assurance 
(BQA) Workshop

MARCH

1:30 -4:30 p.m.
Noble Foundation 
Kruse Auditorium 

No registration fee

| 9
Beekeeping in 

Oklahoma

March

9 a.m.-noon
Noble Foundation 
Kruse Auditorium

No registration fee

| 25

Integrity Beef 
Alliance Meeting

FEBRUARY

5 -8:30 p.m.
Ardmore Convention Center

Registration fee: 
$20 for nonmembers 

| 9
Texoma Cattlemen’s 

Conference

FEBRUARY

8 a.m.-4 p.m.
Ardmore Convention Center

Registration Fee: $40, 
includes lunch

| 24

For more information or to register, please visit www.noble.org/events or call Danielle Pacifico 
at 580-224-6376. Preregistration is requested.


