The Changing Costs and Profits in Pasture and Hay Production’
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We all know that costs have gone up continually during the past and selling prices
of agricultural products have not kept up with the cost increases (see graph). This has
forced many farmers to reevaluate the way they farm to remain profitable.

The two ChOiCCS farmers Gross Receipts, Farm Expenses, and Net Farm Income,
have are to cither spread capital e
costs over more production units
(land or animals) or to reduce
capital costs. For those who do not
want to get bigger (spread capital
costs over more production units),
the option is to reduce capital
costs. Since the two big capital
costs are land and machinery, the
two opportunities are to rent land
or to reduce machinery costs.
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Reducing Land Costs

With regard to land issues land purchase cost can be avoided by, either to renting or
to share-leasing. While there are certainly problems with renting, opportunities do exist.
In some areas land is being bought for hunting rights. These owners may want to
generate some income from the cropland. In some cases it will help buyers reduce the
tax load.

In some areas land is becoming available because farmers are retiring. Some of
these farmers will want cash rent but may consider modifications or alternatives to this
arrangement. One alternative is a contract for multiple years to allow the renter to
make improvements and receive the benefit of them. For example, if any long term
fertilizer or lime is applied, the contract length should be long enough to recover
benefit/dollar investment. Improvements may make life easier for or increase returns to
the renter and the owner may benefit from higher rent or the longer contract. Some
landowners may have special grazing requirements, for example reduced stocking rate to
benefit wildlife — then renting on the Animal Unit Month, as is commonly done out West,
may be a better option than a cash rent per acre. (See
http://learningstore.uwex.edu/pdf/A3638.pdf for information and sample contracts.)

Another option is some form of share rent. This is commonly done for grain
production across the cornbelt. In the western U.S. have rented land based on Animal
Unit Gain/Acre which is essentially a share rent. A similar arrangement for dairy has
occurred in New Zealand for years with the concept of share milking. The land owner
provides the land, working or milking facilities, and fertilizer and the renter provides the
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cattle and labor and each split the profit from the sale of animals or milk. A few
Wisconsin farmers have used this model successfully. Share rent can be advantageous to
both the landowner and renter. From the share renters’ point of view the most important
benefits are:

= the ability to build capital towards financial goals;

= the lifestyle enjoyed while farming;

= the farming and business skills gained, through experience and other necessary
education.

From the farm owners' point of view benefits are:

= the ability to discontinue animal handling/milking without relinquishing total
involvement in the farm

= ability to maintain an income and modest return on their investment.

= ashare renter will produce more than a waged worker and therefore increase, or at
least maintain, the value of the property.

From the wider industry's view point the same benefits share renting:

= allows younger people to come into the industry;
= young people provide new ideas resulting in increases in production

Share renting requires the owner and leaser to have some level of confidence in
each other: the land owner must have high quality, fertile land that produces good growth
and the leaser must select growthy cattle or good milking cattle and manage them well.
This method allows both owner and renter to share in risk of a bad year and benefit of
good production or cattle prices. It is especially good for new, young farmers to allow
them to start farming with less capital investment. (See
http://learningstore.uwex.edu/pdf%S5SCA3670.pdf).

Reducing Capital Costs

The other option to reduce capital costs. One way to do this is simply have less
machinery and buildings. Again farmers have two options: contract harvesting and
grazing. Both have been used successfully in the Midwest to benefit cattle owners. More
importantly, both have been combined to benefit animal owners, for example, many
graziers graze half their pasture in the spring and harvest hay off of the other half in late
June and then graze the entire pasture for the remainder of the season. If these graziers
hire the hay making done by a custom harvester, they do not need to own the equipment
and have reduced labor needs for hay making. Some grazing dairymen have done this
with corn silage, where they hire planting done and then hire harvesting done —
eliminating capital investment in machinery and some labor needs.

Graziers have also reduced capital by allowing cattle to harvest forage rather than
own the machinery. One of the keys to profitability in grazing is to reduce capital costs
through reduced machinery ownership. Economic analyses have shown that graziers
who kept all their machinery were not necessarily more profitable than non-graziers. The
other benefit of grazing vs hay making is reduced labor, both in terms of making and
hauling hay in and hauling manure back out.



Capital costs can be reduced by working towards season long grazing. Reducing
stored feed needs usually greatly reduces costs. In livestock budgets stored feed typically
accounts for 25 percent or more of the cost of production, and analyses of producer
records often reveal it to be even higher. Less labor is required to have animals graze
rather than to provide them with stored feed. The forage quality of leafy autumn residue
is usually considerably higher than that of hay, which is usually produced by cutting
older, more fibrous forage. Consequently, performance is usually better when animals
are grazing properly managed pasture.

The winter grazing tends to be more environmentally sound as well as more
healthful for livestock. Feeding hay or other stored materials concentrates animals. This,
in turn, concentrates manure (and excreted nutrients) that requires expense, equipment,
and labor to remove. Feeding livestock in pastures likewise concentrates nutrients, and
often results in hoof damage to pasture stands.

Winter grazing can be accomplished by accumulating forage on pasture and grazing
crop residue.

Increasing Output

Another method of profitability is to increase output per unit of capital costs. We
should remember that capital costs remain relatively stable as production increases.

The first step higher production is to have a high fertility rate in cows. Barren
cows eat as much as those carrying a calf.

Optimizing production also means to fertilize pastures and have pasture species
that will result in high forage yield. Some graziers are growing a calf to 800 1bs on an
acre or less and some are needing 3 to 4 acres to get the same gain. Obviously, the later
is more costly and due to low forage production.
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be stored to minimize loss and

maintain accessibility when needed for feed. Unwrapped round bales should be stored
off the ground (on an old tire, layer of sand, etc) to avoid moisture pickup form the soil
by capillary action. Round bales should also not be stored outside with the rounded
edges touching because this is a collection spot for rain and snow and increases spoilage.



Exterior losses can be significant: Four inches of loss around the outside of a 5 foot
diameter bale is 30% of the total forage it contained.

We should remember that feeding spoiled forage can also result in reduced animal
performance. Spoiled forage can reduce total feed intake. It can also contain mycotoxins
that reduce the animal immune system so that it will more easily be affected by diseases.

Plastic wrapped bales, whether square or round, should similarly be carefully
stored to avoid loss. Plastic wrapped bales can be stacked. The major consideration is to
store where damage to plastic will be minimal. The area should be clear of ground cover
to provide less cover for rodents
that will chew holes in the
Round Bale Feeder Loss plastic.

14.6 Lastly we should try to
11.4 minimize loss on feeding. Cattle
that are allowed access to round
6.1 or square bales with no feeder
5171 32 can be expected to waste 30 to
50% of the forage. There are
also differences in feeder design
that can greatly impact the
amount of loss. As the figure
shows, the losses ranged from 3.5
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to 14.6% depending on the type of feeder used.

Some growers are feed getting animals to consume 70% of the hay they grow
while others are losing 70% and only feeding 30%. It is hard to understand how any
business could exist in this day with 70% losses!

In summary, the world has changed and we need to farm differently than 20 to 30
years ago if we expect to stay in business. There are ways to remain profitable and those
who change will remain in business.



