Econ 362
Feed Additive Case Study
Group 2


Imagine yourself in the following situation:

Greg Jacobson is 38 years old and has lived in the same rural community located in central Nebraska for his entire life.  For the last 13 years, Greg has run what used to be his father’s feed services business and developed it into a very successful operation.  Greg sells to families and producers located in his home county and a majority of the surrounding counties.  While Greg’s business does deal with some small quantities of specialty feeds for companion animal owners and show stock producers, his primary income stems from providing specialty supplements and feed additives to custom, large scale cattle feedlot operations in the area.  There are seven feedlots within 50 miles of Greg, most are privately owned and feed anywhere from 2,000-14,000 head per year. However, two are a part of larger, more vertically integrated beef production corporations and feed roughly 30,000 head per year each.  Greg’s business is the primary provider to all of the privately owned feedlot’s supplemental and additive materials.  

One of Greg’s long time friends is Jeffery Billings.  Jeff and Greg grew up together in the local school and where in college together for a couple years at the Univ. of Nebraska- Lincoln, before Jeff had to return to take over his families feeding operation after the passing of his father.  Jeff is 37 and has two children, one of which is set to graduate next year from high school, who are about the same age as Greg’s daughter.  Jeff’s feedlot has a 5,000 head capacity that he usually fills, however, his operations has been slowly falling in productivity over the past several years, in large part due to the economic pressures induced by the presence of the high volume incorporated feedlots in the area.  These operations demand a huge quantity of the feeder calves in the region and are able to pay higher prices for the calves as result of their lower overall input costs per calf as well as their final guaranteed contract market prices.
Jeff is at the point where he has taken out two mortgages on his home and needs a significant improvement in the performance of his feedlot cattle this year. Otherwise he will have to file for bankruptcy on the operation that has been in his family for 60 years.  Jeff has talked out his situation with Greg many times and Greg knows the crisis point that Jeff is fast approaching if he doesn’t profit from this year’s calf crop. In addition, there is a chance that Jeff’s son may not be able to attend college next year as planned due to the family’s possible financial situation.
In a conversation at the local morning coffee house, Greg told Jeff that he accidentally got a couple pallets of Bovaprime on the last shipment from the animal health company for which he is a dealer.  Greg explains that Bovaprime is a brand new break through feed additive for beef cattle that has been approved for use in food animals in Europe, but is under the final stages of testing to be approved in the United States and is, by all estimations, expected to be completed in roughly 6 months.  Consequently he has been asked to sign a contract from the company that he will not sell this additive to anyone until it is approved for use by the USDA.  This additive increases feed efficiency by 40% from the current average and, more importantly, has also been proven to result in 70% of the cattle fed grading at least average choice, with 20% of those animals grading at least low prime.
After learning this information, Jeff goes home and runs the numbers of his feedlot if he were able to start feeding Bovaprime to the new group of calves he will be getting in over the next week.  He finds that with such a large increase in the quality of his cattle he will be able to market them on a completely different pricing grid than usual, resulting in enough profit to save his farm and allow his son to go to college next year as planned.  Conversely, Jeff recognizes that Bovaprime has not been approved for use in the US food system for these animals and could, potentially, be denied.  If this were to occur, his cattle would not be able to be sold at all, clearly resulting in an even worse financial situation than ever imagined.  Pulling on their friendship and Greg’s knowledge of his dire situation, Jeff takes this information to Greg to discuss the option of disregarding this contract and selling him this additive immediately so he may use it on this year’s calves.
Questions for learning objectives:

1) Who is affected by this decision? Do businesses beyond the farm gate need to be considered?
2) What would you do if you were Greg?

3) What would you do if you were Jeff?

4) What moral/ethical principals backup and/or contradict your decisions in question two and three?

5) Did legality or fear of punishment play a role in your decision? Why should this play a role in an ethical dilemma?

6) What decision would be best to promote the greatest good?

7) Would your decision change if there was chance of negative side effects to humans who ate beef fed the additive?
8) Do you think, as the farmer, you can determine a feed additive is safe to use better than a regulatory agency?  Why?

9) Do you still agree with your original decision from each perspective? 

