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Market established rates...

» Kansas Agricultural Statistics (KAS) collects
data annually from landowners and producers
regarding land values and cash rents
— Agricultural Land Values (SURVEY)

— Bluestem Pasture (CENSUS)

* Local and regional surveys of leasing practices

* With surveys there is often a trade-off between
statistical validity and level of aggregation

Market going rate ...

Kansas Agricultural Statistics (KAS) reports
average cash rent values for non-irrigated,
irrigated, and pasture land at the crop
reporting district (CRD) level
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KAS surveyed market rates
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County-level cash rents ...

* County-level cash rents were estimated for
non-irrigated crop and pasture land based
upon the KAS reported CRD values

* CRD values prorated to individual counties
based on 3-year average of county-level rents
from FSA and 2002 census acreage data

* Weighted average county-level cash rents are
exactly equal to the KAS reported district value

e Similar procedure was done for land values

Kansas county-level pasture
cash rents ...
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Kansas Cash Rent for Pasture
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Market going rate ...

Kansas Agricultural Statistics (KAS) reports
average pasture cash rent values and stocking
rates for cow-calf and stockers for the 14-
county region of the Flinthills
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KAS surveyed market rates
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Flinthills Cash Rent for Pasture -- Cow-calf pairs
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Use $/pair average as a starting point for determining local rate
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Flinthills Cash Rent for Pasture -- Stockers
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I Microsaft Excal - KSU-Graze [Winter 2007).xk

. B c D E | F G
1
2. Market Value (based on Kansas Ag Statistics Bluestem Pasture Report)
3
LI Year to consider 2006}
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Historical Cost-Returns
for Cow/Calf Enterprise




Cost-return information ...

« KFMA enterprise analysis
» Beef cow-calf averages, 1979-2005 (93 to 258 farms)
» Dollars/cow and dollars/cwt

» Variable costs: hired labor, machinery repair, interest
paid, feed purchased, machine hire-lease, farm org.
fees/travel/pub, vet medicine/drugs, marketing/breeding,
gas/fuel/oil, personal property tax, general farm insurance,
utilities, auto expense

» Fixed costs: depreciation, real estate tax, unpaid
operator labor, interest charge

23

Kansas Farm

ereeeriod Cost-return information ...
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250

200

150

100

50

Dollars/cow

-50

-100 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1
79 81 83 8 87 89 91 93 95 97 99 01 03 05

Year

Source: Kansas Farm Management Enterprise Analysis Report
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Kansas Farm ”
Management Association
Halping Tou Put Nnewisdge Ts Work

Cost-return information

Return over Total Costs, Cow-calf enterprise
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Source: Kansas Farm Management Enterprise Analysis Report
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Kansas Farm

Cost-return information

lanagement Association
Halping Tou Put Nnewisdge Ts Work

Costs and Income, Cow-calf enterprise

Costs have been
trending up over time
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|Kansas Farm ”
lanagement Association
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Cost-return information ...

Cow-calf cost breakdown

1996-2005, Total = $527.95
4.4%

49.7%

13.2%

Source: Kansas Farm Management Enterprise Analysis Report
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| Kansas Farm

e Cost-return information ...

Halpiag You Pul Knewedge Ta Week

Cow-calf cost breakdown

2003-2005, Total = $574.21
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Source: Kansas Farm Management Enterprise Analysis Report
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Gas, Fuel, and Oil Costs, Cow-calf enterprise*
(Correlation from 1994 to 2005 = 0.977)

[ Fuel cost —@— Diesel price

Fuel cost, $/cow
Diesel price, $/gallon

1994 1996 1998 2000 2002 2004 2006

Source: Kansas Farm Management Enterprise Analysis Report
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Cost-return information ...

KFMA enterprise analysis
» Beef cow-calf farm-level data
» 3-year average, 2003-2005
» 74 farms with avg weaning weight 450-650 Ibs
» Sorted by return to management
(i.e., return over total costs)
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Kansas Farm

Management Association Prof|tab|||ty groups ...

. 7771 | Malping Yeu Put Knowiedge To Week

Kansas Farm Management Association, 2003-2005
Beef Cow, Sell 450-650# Calves, Sorted by Net Return to Management per Cow
Profit Category Difference between

High 1/3 Mid 1/3 Low 1/3 High 1/3 and Low 1/3

Head / $ Head / $ Head / $ Absolute %
Number of Farms 24 25 24
Number of Cows in Herd 151 117 91 60 65%
Number of Calves Sold 136 107 84 52 61%
Weight of Calves Sold 576 556 562 14 3%
Calf Sales Price / Cwt $97.70 $98.85 $95.88 $1.82 2%| 2204
Gross Income $540.63 $507.48 $480.38 $60.25 13%
Feed $256.94 $267.59 $298.70 -$41.77 -14%
Interest $74.15 $98.77 $105.83 -$31.69 -30%
Vet Medicine / Drugs $13.18 $14.28 $12.50 $0.68 5%
Livestock Marketing / Breeding $6.73 $10.09 $13.60 -$6.87 -51%
Depreciation $16.82 $29.26 $41.27 -$24.45 -59%)
Machinery $37.69 $48.73 $66.52 -$28.83 -43%
Labor $59.39 $66.68 $111.94 -$52.55 -47%
Other $19.60 $27.39 $47.38 -$27.79 -59%
Total Cost $484.49 $562.80 $697.76 -$213.27 -31%
Net Return to Management $56.14 -$55.31 -$217.37 (“s27352) [~ 78%
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3-YR AVG: Profitability distribution ...

Distribution of Profitability
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Return over total costs, $/cow

Average returns: 34% positive and 66% negative
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What factors are driving these profitability
differences?

Selling price?
Selling weight?

Total cost?

- Feed costs
- Labor costs

- Other costs

Other factors?
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3-YR AVG: Profitability versus selling price ...

Return over total costs, $/cow
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3-YR AVG: Profitability versus selling weight ...

Return over total costs, $/cow

Profitability vs. calf selling weight
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3-YR AVG: Profitability versus costs ...

Return over total costs, $/cow

Profitability vs. total cost
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Costs differences are important ...

... but what drives these differences?
» Calf selling weight?
e Certain cost categories?
» Size of operation?

¢ Other factors?

3-YR AVG: Total cost versus selling weight ...

Total cost vs. selling weight
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3-YR AVG: Feed costs versus calf weight ...

Feed cost vs. calf selling weight
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3-YR AVG: Total cost versus feed cost % ...

Total cost vs. feed cost percentage
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Correlation: -0.61
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3-YR AVG: Costs versus herd size ...

Total cost vs. size of cowherd
1,000
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3-YR AVG: Feed costs versus herd size ...
Feed cost vs. size of cowherd
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3-YR AVG: Labor costs versus herd size ...

Labor cost vs. size of cowherd
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Projected Cost-Returns
for Cow/Calf Enterprise




K-State cow-calf and heifer budgets

Beef Cow-Calf Enterprise
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B Microsoft Fecel - KSU-Deef{Winter 2007).xis

AlB e D | 3 F | H ] | | e [ N7
INPUT ASSUMPTIONS - Inputs are "blue values” (black values are calculated)
COW-RETURN PROJECTION — BEEF COW-CALF ENTERPRISE (PER COW)
MNumber of cows in herd 200
Heifers retainac for replacement, % 16% Excel S p read S h eet
Cow-to-bull ratio (cows per bull) 25 [ KSU-B eef(2007) Xl S]
alue of breeding cow, $head $700
Value of replacement heifer, Shead $600 th at can b e us ed tO
Walue of bull, $head $2,200 H
‘Value of breeding stock/cow unit 3884 develo p proj ected
Interest on breeding herd, % 29.00% b u d g ets fo r b eef
Insurance on breeding herd, % 1.00% .
enterprises.
Low  Average High
Weaning percentage 82% 88% 94%
RETURNS PER COW:
Percent Weight  Price/cwt SHead  $/Cow Unit
Steers 50% 560 $131.54 $736.62  $3E8M
Heifers 50% 540 $123.76 $668.30  $334.15
Cull cows 16% 1.080 $61.12 564176  $102688
Other income $0.00
COSTS PER COW:
Feed costs Lbs/day Days AL
Pasture Cow and Calf 300N WA 6.0
Replacement Heifer 300K 200 4.0
Bull ux 0 8.1
a1, Hamq"m'iﬁ?uu% e Cow (Drvh 180 BI}I‘ XK . J'
oo | A= S S O ol Al 2 8 ) B
L




B Microsoft Fecel - KSU-Deef{Winter 2007).xis

B3] g gl gew et Fgmat Jock Qe edow dep Trpe s question for hele = -l
ENEN " RS TRE Rk U ST - R AN Rl N T ANE 120 sl | o s Ble y WS % A DA B
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55| |COW-RETURN PROJECTION — BEEF COW-CALF ENTERFRISE [PER COW) WF-266 =
1o Yaur
__'[1; ‘Weaning Percentage Farm
73| 'RETURNS PER CALF S0LD
74| 1. Steers; 560 Ibs @ §131 54lewt. $30202  $32411  S:621 $330.00 i
75 | 2. Helfers: 540 Ibs @ $123.76/cwi. 7400 29405 31410 30 Proj ected returns for
76 3. Cull Cows: 1050 Ibs @ $61.12/cwt. x 16% 102,68 102.68 10268 100.00
[ 76 A.GROSS RETURNS PER COW [ __sera70  staoss  steano  srano0 2007 are very g ood
75| COSTSPERCOW: ) - ) ] i =) K ) !
E| 5. Summer Pasture (see Table 1) $12274  $12274  $12274 s12000 put will still vary
a1 &. Crop Residue (zee Table 1) 12.00 12.00 12.00 0,00 )
a2 7. Hay - Forage (ses Tabls 1) 10098 10098 100.98 1w considerab |y
(83| 8. Grain (see Table 1) 0.00 0.00 0.00 0.00
EZN| 2. Protein and Mineral (see Table 1) 2740 2710 2710 %0 hetween p roducers
85 10. Labor 54.00 54.00 54.00 60.00
86 11. Veterinary. Drugs, and Supplies 15.00 15.00 15.00 1500 hbased on man y
(87| 12, Marketing costs 10.00 10.00 10.00 10.00
3 13, Utilities, Fuel, and Oil 30.40 30.40 30.40 %0 factors.
89 14. Facility and Equipment Repairs 35.00 35.00 35.00 30,00
90 | 16. Breeding Charge
a1 a. Capital Replacement (16% of haifer calves) 10693 10693 10653 125.00
a2 b. Annual Bull Cost or &1 Charge 13.00 13.00 13.00 15.00
93 | . Interest on Breeding Stock 7956 T956 T9.56 B0.00
i d. Insurance on Breading Stock 884 B84 B84 10,00
96 17. Migcellaneous 850 860 850 10.00
a7 | 18. Depreciation on Facilities and Equipment 1238 1238 1238 15.00
| 98 | 19, Interest on Facilities and Equipment 1567 1567 1567 15.00
100, B.SUB TOTAL $E50.62  $65062 85062 $575.00
101] 21, Interest on 1/2 Operating Costs @ 9% 19.58 1958 19.58 18.00
107 C.TOTAL COSTS PER COW [ | $6TO20 67920 $67920  $69300
103 D.RETURNS OVER TOTAL COSTS (A -C) -$0.45 $4165 $83.80 $37.00
104 23, Cwit Weaned 451 424 5.17 5.00
105 E AVERAGE GROSS RETURN NEEDEDICWT.
| 106 23. To Cover Total Costs $12783  $119.11  $11151 $118.60
111 " wvastment squals tstal valus of braeding stock and buildings and squipment a
Wb m frgaits ) Cow-calf { Heifer [reed [ Graze / I« >
!ﬁuw G [ smess S N OO A @@ - L-A-=msadl
= s

Budgeting using a spreadsheet...

» Advantages
— Math is correct
Easy to do “what ifs”
Easy to update
Easy to figure $/head and $/cwt
Information is regarded as true

» Disadvantages

Computers are dumb

Requires know how

Easy to “bury ourselves”
Easier to forget to “think”
Information is regarded as true

Whether you use a computer or paper, what is especially

important is knowing what your costs are relative to others. o




Conclusions/summary ...

e On average, beef cow-calf operations seldom cover
“full economics” costs ...
« Economists may incorrectly value resources
« Cow-calf enterprise may not be critical to overall business

e Some producers are better than average and do cover
costs

« Cow-calf returns are cyclical due to prices as costs
are “relatively fixed” over time

* Feed costs and interest costs are main costs that
vary over time (in recent times also fuel)

» Labor costs have been increasing in nominal terms

55

Conclusions/summary ...

 Some producers are consistently more profitable

« Differences are primarily cost driven (will prices become
more important in future?)

« Profitable farms generally have lower costs in all categories
« Profitable farms tend to be larger than less profitable farms

* Feed costs are single largest expense and thus need
to be managed, however, non-feed costs are also
critical

» Smaller operations can compete in terms of cost

* No “silver bullet” with regards to cost control
¢ Requires “good management” — know where you stand!
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