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Pasture Rental Rates

Market established rental rates ...

Represents the marginal
S cost of supplying to the
market.

Represents the maximum
amount buyers are willing
D and able to pay.
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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 ... KAS surveyed market rates ...

Kansas Agricultural Statistics (KAS) reports AGRICULTURAL (B*
) LAND VALUES

average cash rent values for non-irrigated,

irrigated, and pasture land at the crop N

reporting district (CRD) level

Kansas Land Prices and Cash Rental Rates
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Kansas Cash Rent for Pasture County-level cashrents ...

16 e County-level cash rents were estimated for
—# North Central —e~ Central non-irrigated crop and pasture land based

15
/ upon the KAS reported CRD values
14

()

g 13N « CRD values prorated to individual counties

H based on 3-year average of county-level rents
% 12 from FSA and 2002 census acreage data

©

O 11

* Weighted average county-level cash rents are
exactly equal to the KAS reported district value
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1097 1999 2001 2003 2005 » Similar procedure was done for land values

Source: Kansas Agricultural Statistics

Do regional averages reflect your situation? 7




Kansas county-level pasture

cash

rents
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Acreage-weighted average of
counties equals $14.90 (KAS)

Based on KAS reported values for January 1, 2006

Kansas Cash Rent for Pasture
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9 Use KAS averages as an index for making year-to-year changes? 10
Market going rate ... KAS surveyed market rates
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Flinthills Cash Rent for Pasture -- Cow-calf pairs

125

120 H

115

110 A

105

Cash rent, $/pair
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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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Use $/head average as a starting point for determining local rate
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Market established rental rates

15

Methods of establishing cash rent values ...

 Market going rate (if available)

e Landowner’s cost

« Amount tenant can afford to pay

16
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8 | Under 500- wifall wispring
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13
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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

20




iRt Cost-return information

Haiging You Put Msewladge Ta Werk

Return over Variable Costs, Cow-calf enterprise
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Source: Kansas Farm Management Enterprise Analysis Report
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£7| Kansas Farm

reEwentol Cost-return information

Caewiadge Ta Werk

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

21 22
nranesty Cost-return information ety Cost-return information
Faiping Veu Put Wagwiadge Ta Werk g Veu Put Wacwriadge Ts Werk
Costs and Income, Cow-calf enterprise Costs and Income, Cow-calf enterprise
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Kansas Farm Kansas Farm

ey Cost-return information

Haiging Veu Pus Macwladge Ts Werk

sy Cost-return information

Haiging Veu Pus Waowladge To Werk

Total Costs, Cow-calf Cow-calf enterprise

Cow-calf cost breakdown

1996-2005, Total = $527.95

4.4%

500 - IIIII 16.2% B Feed
: 1 B Laner
3 400 -
< I =] |- W vet/drugs
2 500 7 = e e == ™ ] Mktg/brdg
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Source: Kansas Farm Management Enterprise Analysis Report
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13.2%

Source: Kansas Farm Management Enterprise Analysis Report
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Kansas Farm

Kansas Farm

iy Cost-return information

Haiging Veu Pus Macwladge Ts Werk

ey Cost-return information

Haiging Veu Pus Waowladge To Werk

Cow-calf cost breakdown Gas, Fuel, and QOil Costs, Cow-calf enterprise*
(Correlation from 1994 to 2005 = 0.977)
2003-2005, Total = $574.21 24 2.40
5.1% [ Fuel cost —@— Diesel price
20 2.00
16.2% B Feed
[ Labor 2 16 / 1.60
B Vet/drugs g 7l
) ] Mktg/brdg g 12 A 1.20
47.5% B Machinery 8 /
— o
13.7% [ Interest ] ] /- N1
P M Other T 8 ot ] i 0 0.80
a4 4 H H HoH H B A 0.40
0 0 == T T T T T T T T 0.00
13.1% 1994 1996 1998 2000 2002 2004 2006
Source: Kansas Farm Management Enterprise Analysis Report Source: Kansas Farm Management Enterprise Analysis Report

27

Diesel price, $/gallon

28




Cost-return information ...

nsas Farm

nagement Association Pr0f|tab|||ty groups ...

Haiging Veu Pus Macwladier To Werk

H H Kansas Farm Management Association, 1999-2001
K FMA enterprlse an aIyS IS Beef Cow, Sell 450-600# Calves, Sorted by Net Return to Management per Cow
+ Beef cow-calf farm-level data Profit Category Difference between
High 1/3 Mid 1/3 Low 1/3 High 1/3 and Low 1/3
e 3-year average, 1999-2001 Head / $ Head / $ Head / $ Absolute %
) ) ) Number of Farms 23 24 23
» 70 farms with avg weaning weight 450-600 lbs Number of Cows in Herd 172 127 67 104 155%
Number of Calves Sold 150 102 57 93 165%
. Weight of Calves Sold 557 542 542 15 3%
Sorted by return to man ag ement Calf Sales Price / Cwt $89.71 $89.28 $87.18 $2.53 3% -
. — . 0
(i.e., return over total costs) Gross Income $472.52 $443.49 $419.77 $52.74 — 13%]
Feed $235.36 $258.41 $283.19 -$47.83 -17%
Interest $81.57 $91.19 $106.39 -$24.82 -23%
Vet Medicine / Drugs $13.95 $14.75 $15.43 -$1.47 -10%
Livestock Marketing / Breeding $4.88 $7.66 $11.88 -$7.00 -59%
Depreciation $12.67 $23.54 $29.49 -$16.82 -57%
Machinery $31.20 $33.92 $53.20 -$22.01 -41%
Labor $50.61 $71.57 $83.15 -$32.53 -39%)
Other $18.34 $23.53 $35.29 -$16.95 -48%)
Total Cost $448.59 $524.56 $618.02 -$169.43 -27%
Net Return to Management $23.92 -$81.08 -$198.25 (($222.17 ) [~ 76.3%
Source: Albright
29 30
3-YR AVG: Cost breakdown... 3-YR AVG: Profitability distribution ...
Top 1/3 ($448/cow; Middle 1/3 ($525/cow)
other Distribution of Profitability
16
w 14
£
8 12
©
5 10
Ko}
§ 8
Interest Bottom 1/3 ($618/cow c
18% n Interest > 6
0;0/:' 18% 2
S 4]
o
o
L 2
Mach Feed
% 45% 0
250 -200 -150 -100 -50 0 50 100 150
Dep
% Return over total costs, $/cow
Mkt
0
26 Interest a1 Average returns: 23% positive and 77% negative

32




What factors are driving these profitability
differences?
e Selling price?
» Selling weight?
* Total cost?
- Feed costs

- Labor costs
- Other costs

e Other factors?

33

3-YR AVG: Profitability versus selling price ...

Profitability vs. selling price
200
g 150 )
% 100 A [ ]
s 50 ° ° o
— [ e ©
3 0 e o 4° . o ‘
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Selling price, $/cwt

Correlation: 0.16
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3-YR AVG: Profitability versus selling weight ...

Profitability vs. calf selling weight
150 A ®
g 100 { |@Top 1/3 °
S 50/ [mMiddie 13 o * oo o
g o | |aBottom 1/3 ‘ e P . o o ...
(2] ) [ ( ]
o L) ] L |
o -50 L] ] = ]
= H . . " ]
£ 100 w "= oy mw, "
= A A A "
= -150 A A A
g A A A s
o -200 A
o A A
S -250 - A A A A
©
L -300 1A N
-350
450 475 500 525 550 575 600
Selling weight, Ibs/calf

Correlation: 0.15
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3-YR AVG: Profitability versus costs ...

Profitability vs. total cost
200
2 150 ® @ Top 1/3 ($24 / $449)
5 1001 ° u Middle 1/3 (-$81 / $525)
4 ° °
¥ 50 ® o oo A Bottom 1/3 (-$198 / $618)
173 o o o [
8 o Tt B ‘
© o o0 n
f_E -50 I [ ] [ .. -- ]
S -100 | "y = g = "
o | A A A
o -150 A A
> AT A 4 A,
© -200 1 A
c A A
S 250 A M A
=] A
& 300 A
-350
300 350 400 450 500 550 600 650 700 750
Total cost, $/cow

Correlation: -0.82
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3-YR AVG: Profitability versus feed cost ...

Profitability vs. feed cost
150 L ]
2 100{ @
5; 50 | .. oo ° @ Top 1/3
s o @ ! [ ] m Middle 1/3
8 ® on 2 [ ] () A Bottom 1/3
o -50 4 N gy -
S 100 - . L Ly "
5 [ Lol n I
= A A A
5 -150 A A A
2 A faa A
-200 A AA A
%]
£ 250 1 A, A oa A
]
T 300 A
& 300 A
-350
150 200 250 300 350 400 450
Total feed costs, $/cow

Correlation: -0.54 a7

3-YR AVG: Profitability versus labor cost ...

Profitability vs. labor cost
150 - ®
= 100 1 [ ]
1<)
% 50 @ odo o
4 %% 0
j2 0 ° :
7} o 0%
§ -50 " s I o
< [ ]
5 -100 L ‘A L] '
+— AA A
+ -150 - A
S ®Top 1/3 Ny S A A
o -200 1 . A
c m Middle 1/3 A AA
é -250 1 A Bottom 1/3 AA A
§ -300 1 ad
-350
0 25 50 75 100 125 150
Labor cost, $/cow
Correlation: -0.58
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Costs differences are important ...

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

e Other factors?

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

Total costs, $/cow

Total cost vs. selling weight

750
A
700 1 @ Top 1/3 A A
650 | % m Middle 1/3 R A A
ABottom 1/3| A A, A A !
600 | A AA
A A4 "
550 | . A " "amd
[ ] ° - [ ]
| [ ]
500 R . ° . - P %o g-
450 - o ° P o
o on
| . ° o ©
400 °
e o
350 | o
300 ‘ ‘ ‘ ‘ ‘
450 475 500 525 550 575 600

Selling weight, Ibs/calf

Correlation:

-0.01
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3-YR AVG: Feed costs versus calf weight ...

3-YR AVG: Income versus selling weight ...

Feed cost vs. calf selling weight Gross income vs. calf selling weight
450 {| @ Top 1/3 ($235 / 557) x 650
m Middle 1/3 ($258 / 542) 500 ®Top 1/3 o
400 1| 5 Bottom 1/3 ($283 / 542) A 2 1 m Middle 1/3
2 A 3 [ ]
o A S 550 m A Bottom 1/3 - °
© 350 {m 3 A e a
A m = i ‘ [ ) ..
5 A a £ 500 | . °
@ 300 -‘ A o " o0
5 = A A L IN e A.o" 2 450 - " e .A ,A gy
Q20| A - Aoy Y, n® 73 - ) N S T
o n ® A @ Aoo, o 400 T o " 4 1 A
L o e 'A "L, A a ) ) A A ©Og A, .
] | | () u A A A
200 A - 350  a
) )
®
150 r r r T T 300 " " T "
450 475 500 525 550 575 600 450 475 500 525 550 575 600
Calf selling weight, Ibs/calf Selling weight, Ibs/calf
Correlation: 0.05 a Correlation: 0.25 a2
3-YR AVG: Total cost versus feed cost % ... 3-YR AVG: Costs versus herd size ...
Total cost vs. feed cost percentage Total cost vs. size of cowherd
750 750
A 00 A @ Top 1/3 ($449 / 172)
7001 A A, . A L 0ah u Middle 1/3 ($525 / 127)
L 650 ] A 4 p A 36501  La Ao, ABottom 1/3 ($618 / 67)
S 600 1 A aA A A Seo0]| "a, s, "
& A " A [ ] hid A -l n L
» 550 1 A AgE a @ 550 4 = = . -
[ wte” o 8 500 1 ° *uq " .
S 500 1 ° - o5 A g & 3 N .: . ® onm o a U
< [ L S 450 CJ [ ]
5 4011 ¢Top 13 ¢ ® g o ® o u® ® .. ®
e , ° = = ° ° F 400 1 ® °
400 | wMiddle 1/3 ° ° A . K
350 {| ABottom 1/3 350 °
e 300
300 T T T T T T ‘ ‘ ‘ ‘ ‘ ‘
30% 35% 40% 45% 50% 55% 60% 65% 0 50 100 150 200 250 300 350
Feed cost as percent of total cost Number of cows in herd

Correlation:

-0.31
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Correlation: -0.48
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3-YR AVG: Feed costs versus herd size ...

3-YR AVG: Labor costs versus herd size ...

Feed cost vs. size of cowherd Labor cost vs. size of cowherd
450 A x 150 vy
@ Top 1/3 ($235/ 172) @ Top 1/3 ($51 / 172)
400 A m Middle 1/3 ($258 / 127) 125 - m Middle 1/3 ($72 / 127)
= A A Bottom 1/3 ($283 / 67) g A A Bottom 1/3 ($83 / 67)
3 350 Aw £ 100 - L A
© u [} ©“ r u
4 A @ n n"
2 A - % 75 Al o, on
300 ] 1
8 AL e ° o ) M u d % .
o L] o [ J O u
A I\ L) . ‘ u I. u L)
2 250 4A " B . ° = 3 S 50 " °
& " e, o™ .o 3 S ®
[ ]
200 A a o ¢ 25 g
[ ] [ ]
150 " " " LJ " " " 0 - - ; ; ;
0 50 100 150 200 250 300 350 0 50 100 150 200 250 300 350
Number of cows in herd Number of cows in herd
Correlation: -0.21 a5 Correlation: -0.20 6
K-State cow-calf and heifer budgets
L o L ———_ Farm Wansgement Quids MF- 2540

Projected Cost-Returns
for Cow/Calf Enterprise

Beef Cow-Calf Enterprise
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I Microsoll Excel - KSU Beed (Winer 2007), xls ofl Excel - KSU Beed(Winter 2007).xis
T e [ e (et Fgmee Dok e fEndos (b ? e acatimix ien N0
iqf‘ag_;a;\.vaaan-Jo----e.t-uil‘«I::m- coz s W oy EE RS w0 M -4 B u_;_.l_;_;g:.?aaan-Jo----e.t-uil P e Y srr o [W]le o EEBES w0 AR A
A B._ c | ] | E | F | G I H | ! 141 | M |NZ| .__._|,1I]..3. ¢ | b | €E | F | & | H | 1 4] K | L | M | N | 06 | g
1 65 E—ICDW-RETLIRN PROJECTION - BEEF COW-CALF ENTERFRISE [PER COW) MF.266 I @
2 | INPUT ASSUMPTIONS - inputs are "blue values” (black values are calculated) 70| Yaur
3 il Weaning Percentage Farm
4 COW-RETURN PROJECTION -— BEEF COW-CALF ENTERPRISE (PER COW) ;g AERNE PR EALE SOTE I I 8% 9% 94%
5 - 74| 1. Steers: 560 Ibs @ $13154/cwt. $30202  $3AM $346.21 $330.00 )
6| Number of cows in herd 200 Excel spreadsheet 75| 2. Heifers; 540 Ibe @ $123.76/cwt. 274.00 29405 31410 300.00 PrOJeCted returns for
7 | Haifers retained for replacement, % 16% | 76| 3. Cull Cows: 1050 Ibs @ $61.12cwt. x 16% 102,68 10258 10258 100.00
8 Cowdto-bul atio (caws per bul) 25 [KSU-Beef(2007).xls] 75| A GROSS RETURNS PER COW . __smr sioss  stease s 2007 are very good,
9 | Value of breeding cow, $head 3700 9| |COSTSPER COW: . .
10| Value of replacement heifer, $head sec0  that can be used to :?i :'2?;:"::;3:}:?;:;::‘;1} “ﬁ';; “ﬁ';; “3:';; “zg'x but will still vary
11 Value of bull, $head 52,200 ; e e : : y y ;
_TZ_ Value of brseding_ stockicow unit $834 develop projeCted _:; ; El:n ;" 'gsbtle “T bl “‘S:g '“‘;gg '“ﬂj‘;g "g$ COﬂSIdel’ab|y
BT Sam3r budgets for beef Gy %s s —g between producers
15, __ enterprises. i o Ko %o ke X hased on many
161 Low| Average) Highy 58| 13.Utilities, Fusl, and Oil 30.40 30.40 30.40 %00 factors
A7 Weaning percentage 82% 88% 94% 59 | 14. Facility and Equipment Repairs 35,00 35.00 35.00 30.00 .
18 90 | 15. Breading Charge
19 RETURNS PER COW: (91| a. Capital Replacement (16% of heifer calves) 108,93 108.93 106.93 125,00
20| Percent Weight Price/owt SMHead  $/Cow Unit 92 | b. Annual Bull Cost or Al Charge 13.00 13.00 13.00 0
21 Steers 50% 560 513154 $736.62  $368.31 — intarest on Bresdng Stack Tose e m o
22| Heifers 50% 540 $123.76 $668.30  $334.15 T Miscelaneous 850 50 550 b
23| Cullcows 16% 1.050 $61.12 $641.76 510268 Edl 18. Depreciation on Facllities and Equipment 12.38 1238 1238 0
24 Other income $0.00 Ea 19. Interest on Facilities and Equipment 1567 1567 1567 1500
25 100 B.SUB TOTAL $55562  $65562  $65062 $675.00
E' COSTS PER COW: 101] 21. Interest on 1/2 Operating Costs @ 8% 1568 15568 1958 18.00
27| Feedcosts I I " Lbsiday Days. AU % E_L%ﬁgs&izizgiw COSTS (A-C) ‘O:gig WJ?:Q sggﬁ s::?%
28| Pasturs Cow and Calf o0 00X 6.0 04| 22.CwtWeansd 451 484 547 5.00
29| Replacement Haifer ey XX 4.0 105 E.AVERAGE GROSS RETURN NEEDEDICWT. | | I |
a0 Bull K o &1 106/ 23.To Cover Total Costs $127.83 11911 $111.51 §118.60
| 8 11| imvestment equals total value of bresding stock and buildings and equipment -
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Budgeting using a spreadsheet... Conclusions/summary ...
« Advantages * On average, beef cow-calf operations seldom cover
_ Math is correct “full economics” costs ...
— Easy to do “what ifs” » Economists may incorrectly value resources
— Easy to update » Cow-calf enterprise may not be critical to overall business
— Easy to figure $/head and $/cwt * Some producers are better than average and do cover
. . costs
— Information is regarded as true
[ ] i . .
Disadvantages « Cow-calf returns are cyclical due to prices as costs
— Computers are dumb are “relatively fixed” over time
— Requires know how
— Easy to “bury ourselves » Feed costs and interest costs are main costs that
— Easier to forget to “think vary over time (in recent times also fuel)
— Information is regarded as true
_ _ » Labor costs have been increasing in nominal terms
Whether you use a computer or paper, what is especially
important is knowing what your costs are relative to others. o o
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Conclusions/summary ... e —— = —
: | - =AG
Some producers gre gonS|stehtIy m_ore.profltable e e
« Differences are primarily cost driven (will prices become e and Tools For The Competitive Business i
more important in future?) Oty ' s ok
* Huaman Resources Miters LA
+ Profitable farms generally have lower costs in all categories L T ———
< Profitable farms tend to be larger than less profitable farms :':MM
=
* Feed costs are single largest expense and thus need * thconingFvens e
lontte Mo plaeg [ice Forncat
to be managed, however, non-feed costs are also e ——
critical 20082007
Acroes e pisle Machinery [ncision Toals ~ Excel spreatshests to evaluate costs of owning
: : ki A s s P e
» Smaller operations can compete in terms of cost e e ShasinCosoge n e 15, et St
S G
. . . o S
* No “silver bullet” with regards to cost control Qu estions? LSBT, e
« Requires “good management” —know where you stand! GHP cion s, s st o ot it CHP contac
Contact U Departmunt of Agrisullural Coongmics 342, Walers Hall, Manhattsn, KS 88508 (T05) 512-5022
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