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Low input farming economics

How many of you are expecting a $ payout?

Where will you be if the dollar goes back to 70c against the US dollar?

We are doing very well with more inputs, aren’t we?

The Economic Survey during the last 10 years has shown: 

· Farm sizes have increased 76 hectare to 99ha - a 30% increase.

· Production per hectare has increased from 610 kgMS/ha to 793 kgMS/ha.

· Expenses per hectare have increased 35% to $2010/ha

· Actual cash farm expenses increased by 250% to $145 000


We are chasing our tails, treading water, increasing stress and for why?

In the 2001 season farmers in the Economic Survey increased production per hectare by 18 kg/MS per hectare. Well done, that’s a $90 per hectare increase at a $5 payout. The only downside was that farmers spent an extra $386 per hectare to achieve that.


The net result of the exercise is a -77% return on investment. How will a negative return be sustainable over time?

It may be argued that some were targeting more dairy company shares before the increase in share value. Why would you want to hold more shares to continue farming for a negative return on investment on any production increase?

Which P word are we chasing?


4% productivity or 4% production. Chasing extra production at a negative return rate for New Zealand dairy farmers is going to send the 4% productivity target in the wrong direction.

If it’s not showing results at a $5 payout, what will it show at $4?

	Payout
	Income/ha
	Exp 2001
	EFS before adj
	Exp/Income%

	$4.96
	$4141
	$2010
	$2131
	49%

	$4.00
	$3373
	$2010
	$1363
	60%

	$3.64
	$3080
	$2010
	$1070
	65%


Note: The standard adjustments of labour, depreciation and stock numbers usually decreasae the EFS by a further $500.

How flexible are you to change back in times of low payout?


 I predict that with all the inputs that have been put into the system, if the payout reverts to $3.64 anytime soon, the actual EFS (stock, labour and depreciation included) will be down to $570 per ha. See below.


Mike Murphy asks “Are New Zealand dairy farmers losing the plot?” We should take this question seriously before putting ourselves at risk of becoming an Irish joke! While not wanting to be superstitious, we’ve all heard of “Murphy’s Law.”

Low input farming empowers


Many New Zealand farmers are currently into HIPE - High Input Production Enterprises. This is like going to university before you have been to secondary school.

The entry level for these HIPE universities should be a simple test. “Are you in the top 5% of pasture producers in your district?” If yes, proceed carefully into the HIPE remembering to respect the environment. If no, keep your LIFE (Low Input Production Enterprise)

The average per hectare dairy production is around 750 kgMS/ha. That means that only 50% of New Zealand farmers are doing more than 750. I suggest in many areas, the entry level to the HIPE university would be more like 1000 kgMS/ha.

The answer to the 4% productivity gain for the majority of New Zealand farmers is in pasture utilisation - not in high inputs - HIPE.

New Zealand farmers need to get a LIFE and get it quickly.

Low input farming envied


New Zealand pasture based farming is the envy of the world. We are envied because we have a simple system which means people can have quality of LIFE. Our workloads are now increasing while the number of people wanting to do the work is decreasing. This problem is increasingly difficult on smaller farms where there is not the flexibility of rosters - you just have to keep going. Less and less people are attending industry functions now-a-days because they are so busy chasing their tails. Stress and burnout are on the increase.


The Economic Survey showed pasture and supplements have gone up by 3.5 times and fertiliser including nitrogen has gone up three times, but the amount paid in wages has only doubled. No wonder there is a staff shortage in the industry!


While the availability of quality farm staff is getting less, nutritionists and feed consultants are a dime a dozen. If we go back to a simple system, we can give the nutritionists a job milking cows and we will solve all out problems at once.


Once we were envied because we had a structure that has allowed people to progress through the sharemilking ranks into farm ownership. Instead of getting efficient, this industry is now having to increase farm size to make ends meet. This is resulting in farm sizes getting bigger and is making the stepping stones further apart for new people to invest in our industry. Let’s halt this now and stop killing the people cycle. We might want to sell our farms in the future.

Low input farming environment (LIFE)

How would your business survive if you had to halve your inputs?


If other dairy producers in the world don’t succeed in squeezing us out in price - and I suggest they might if the HIPE trend continues - they will look at other ways. While other countries are being forced into complying with very stringent environmental policies, we as a nation still have to face up to a large part of this. Our competitors will use every tool they have against us. Nitrate leaching is a very current topic and will not go away ant time in the next 100 years.

Source Ledgard et al (1995)

Look at the graph by Stuart Ledgard on what happens when you double the nitrogen application from 200 kg/ha to 400kg/ha. The nitrate leaching goes up four times.

Can you guarantee this won’t happen as feed levels increase?

If you increase feed levels from 15 tonne DM/ha to 30 tonne DM/ha - can you guarantee that the same effect will not happen?

Dexcel are currently running a Resource Efficient Dairying (RED) trial to see what the effects are of increasing total drymatter per hectare. How will this affect nitrate leaching? (dexcelink Autumn 2002: see Table below).

	Farmlet
	Treatments
	DM/ha/yr
	Cows/ha

	A
	Control - 200 kg N/ha/y
	17.5
	3.0

	B
	Stand off - 200 kg N/ha/y
	17.5
	3.0

	C
	Low input - zero N
	15.0
	2.6

	D
	Supplement - 5T DM/ha/yr
	22.5
	3.8

	E
	Supplement - 10t DM/ha/y irrigation
	30.5
	5.2

	F
	Supplement - 20t DM/ha/y irrigation
	40.5
	7.0

	G
	Closed feedlot-cows housed, local crops
	Start ‘02
	Start ‘02

	H
	Open feedlot-cows housed, world wide crops
	Start ‘02
	Start ‘02



If you are looking to leave a legacy for your grandchildren and great grandchildren, I suggest you watch the results of this trial very carefully and do not commit to any more inputs until you are absolutely sure that the lives of your descendants will not be endangered.


Unfortunately with High Input Production Eagerness comes High Input Production Effluent. More and more HIPE


Just remember too, that if you are one of the high nitrogen producers who is not effectively using pasture, it will take a long time for the clover to come back after you’ve decided that you again need it for low input farming endurance (LIFE).

Low input farming endurance


It takes “guts” to be a low input farming expert. You need broad shoulders and a strong spine. You have to have a special strength of character to ride through the peaks and troughs of the milk production curve. They see a dip in the production curve as something to through the cheque book at.
Anyone who has paid a recent visit to the dentist will know that it costs a lot of money to fill very small holes.


We have all become so paranoid about cow condition score. A cow in a score of 4 is a healthy cow and can work every bit as efficiently as a cow in score 5.
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