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With commodity prices fluctuating daily and input costs still near record levels, producers will be challenged to maintain 
profitability in 2009 as profit margins are shrinking.  Currently, the major decision facing producers is determining the 
enterprise mix for 2009.  This memo compares the Returns over Variable Costs for corn and cotton and analyzes the 
break-even yields and prices for non-irrigated and irrigated production. 

 
Return over Variable Costs 

 
Table 1.  2009 Estimated Return over Variable Costs for Corn and Cotton. 

Non-Irrigated Non-Irrigated Irrigated Irrigated
Corn Cotton Corn Cotton

Harvest Price 1/ $4.17 $0.5291 $4.17 $0.5291
Yield 120 750 160 1000
Total Variable Costs 2/ $339.37 $555.16 $461.36 $677.63
Return over Variable Costs $161.03 -$45.61 $205.84 $1.77  

1/  The harvest prices are based on the December Corn and December Cotton Futures Contract adjusted by harvest-time basis of - /bu.  $0.10
$0.03and - /lb, respectively, on January 29, 2009. 

2/ 2009 Clemson University Crop Enterprise Budgets (http://cherokee.agecon.clemson.edu/budgets.htm). 
 
The estimated Returns over Variable Costs for corn and cotton are reported in Table 1.  The harvest cash prices for corn 
and cotton are based on the December 2009 corn futures contract and December 2009 cotton futures contract, 
respectively, and are adjusted by the estimated harvest-time basis and potential LDP. For this comparison, the harvest 
cash prices for corn and cotton are $4.17/bu. and $0.5291/lb., respectively (Table 1).  The variable costs are based on 
Clemson University Extension crop enterprise budgets.  Based on the assumptions listed in Table 1, the estimated Return 
over Variable Costs for non-irrigated corn is $161/acre while the Return for non-irrigated cotton is -$45/acre (Table 1). 
Similarly, the estimated Returns over Variable Costs for irrigated corn and irrigated cotton are $205/acre and $1.77/acre, 
respectively (Table 1).   
 

Break-Even Yields and Prices 
 
Based on the assumptions listed in Table 1, corn provides a greater Return over Variable Costs than cotton.  Since prices, 
yields and costs will vary from these assumptions, managers need to understand the break-even yields and break-even 
prices when comparing corn and cotton production.  Table 2 reports the Break-Even Yields and Break-Even Prices for 
corn and cotton produced with and without irrigation.   
 
The Break-Even Yield in Table 2 is the yield that will pay for all of the Total Variable Costs.  For example, non-irrigated 
corn yielding 81 bu. (Table 2) at a price of $4.17 will just pay for the Total Variable Costs of $339 (Table 1).  Similarly, 
irrigated cotton yielding 997 lbs. (Table 2) at a price of $0.5273 will just pay for Total Variable Costs of $677 (Table 1). 



 

Similarly, the Break-Even Price in Table 2 is the price that will pay for all of the Total Variable Costs. For example, non-
irrigated cotton with a price of $0.5899 (Table 2) yielding 750 lbs. will just pay for the Total Variable Costs of $555 
(Table 1).  Similarly, irrigated corn at a price of $2.88 (Table 2) with a yield of 160 bu will just pay for the Total Variable 
Costs of $461 (Table 1).  
 
Table 2. Break-Even Yields and Prices for Non-Irrigated and Irrigated Corn and Cotton 

Non-Irrigated Non-Irrigated Irrigated Irrigated
Corn Cotton Corn Cotton

Break-Even Yield 1/ 81 817 111 997
Break-Even Price 2/ $2.83 $0.5899 $2.88 $0.5273  

1/ The Break-Even Yield is the yield that will cover Total Variable Costs at the prices and costs listed in Table 1. For example, 
81 bu. non-irrigated corn at a price of $4.17 will pay for the Total Variable Costs of $339/acre. 
2/ The Break-Even Price is the price that will cover Total Variable Costs at the yields and costs listed in Table 1. For example, 
120 bu. non-irrigated corn at $2.83 will just pay for the Total Variable Costs of $339/acre. 
 
The break-even price and yield information in Table 2 will help managers evaluate the feasibility of producing corn or 
cotton. For example, managers know that they will need at least $0.5899/lb and yields of 750 lbs/acre to be profitable at 
producing non-irrigated cotton. Similarly, irrigated corn producers that produce 111 bu./acre or better will cover variable 
costs at a price of $4.17/bu. (Table 2). 
 

Break-Even Yield and Price Sensitivity Analysis 
 
How does yield or price risk affect the analysis of which crop is more profitable?  Table 3 lists the break-even yields for 
cotton for a range of potential corn yields at the prices and costs listed in Table 1.  Managers can use Table 3 to 
understand the yields necessary for cotton to be competitive with corn. For example, non-irrigated cotton yielding 931 lbs. 
has the same Return as 100 bu. non-irrigated corn (Table 3).  For this example, corn is more profitable when yields are 
greater than 100 bu. or cotton yields are less than 931 lbs.   
 
Similarly, Table 4 lists the break-even prices for cotton for a range of potential corn prices at the yields and costs listed in 
Table 1.  This table tells managers what price is needed from the market for cotton to be competitive with corn. For 
example, at a price of $4.10 for non-irrigated corn, non-irrigated cotton must have a price of $0.7934 to have the same 
Return (Table 4). For this example, corn is more profitable when cotton prices are less than $0.7934 or corn prices are 
greater than $4.10. 
 
Managers can use Table 3 and Table 4 in guiding their enterprise selection for 2009.  By using their own price and yield 
expectations, managers will have a better idea of the relative profitability of corn and cotton for both production systems. 
 

Where do I go for Help in Making this Decision? 
 

Clemson University Extension has developed budgets for the major agronomic crops to help you evaluate their 
profitability for your farm business. There is also a decision spreadsheet available that can be used to compare the Returns 
over Variable Costs for corn and cotton.  The budgets and decision spreadsheet are available at 
http://cherokee.agecon.clemson.edu/budgets.htm. Your local extension office will be able to help you download these 
budgets and the decision spreadsheet and can help you understand how to use this information in making this comparison. 
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Table 3. Break-Even Yields for Cotton for Varying Corn Yields for Non-Irrigated and Irrigated Production. 
Non-Irrigated Non-Irrigated Irrigated Irrigated

Corn Cotton Corn Cotton
30 502 70 748
40 563 80 809
50 624 90 871
60 686 100 932
70 747 110 993
80 809 120 1,055
90 870 130 1,116
100 931 140 1,178
110 993 150 1,239
120 1,054 160 1,300
130 1,116 170 1,362
140 1,177 180 1,423
150 1,238 190 1,485
160 1,300 200 1,546
170 1,361 210 1,607
180 1,422 220 1,669  

1/ The Break-Even Yield is the yield that equates the Returns over Variable Costs for the two commodities at the prices and 
costs listed in Table 1.  For example, 870 lbs. non-irrigated cotton has the same Return as 90 bu. non-irrigated corn. 
 
 
Table 4. Break-Even Prices for Cotton for Varying Corn Prices for Non-Irrigated and Irrigated Production. 

Non-Irrigated Non-Irrigated Irrigated Irrigated
Corn Cotton Corn Cotton
$3.80 $0.7454 $3.80 $0.6740
$3.90 $0.7614 $3.90 $0.6900
$4.00 $0.7774 $4.00 $0.7060
$4.10 $0.7934 $4.10 $0.7220
$4.20 $0.8094 $4.20 $0.7380
$4.30 $0.8254 $4.30 $0.7540
$4.40 $0.8414 $4.40 $0.7700
$4.50 $0.8574 $4.50 $0.7860
$4.60 $0.8734 $4.60 $0.8020
$4.70 $0.8894 $4.70 $0.8180
$4.80 $0.9054 $4.80 $0.8340
$4.90 $0.9214 $4.90 $0.8500
$5.00 $0.9374 $5.00 $0.8660
$5.10 $0.9534 $5.10 $0.8820
$5.20 $0.9694 $5.20 $0.8980
$5.30 $0.9854 $5.30 $0.9140  

1/ The Break-Even Price is the price that equates the Returns over Variable Costs for the two commodities at the yields and  
costs listed in Table 1.  For example, non-irrigated cotton at $0.8414/lb. has the same Return as non-irrigated corn at $4.40/bu.  


