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Separating the
best from rest

IVE key factors separate the hest
dairy farms trom the rest, Thvid
Beca, from Bed Sky Agriculiur-
al, told the Dhiry Business of the
Year (DBOY ) award conlerence in May,

By CARLENE DOWIE

These key profil drivers were:

= higher milk production per hectare;

*  higher pasture harvest;

* maderate levels of supplementary
feoding and at lower cosl;

*  higher labour
efficiency, and;

*  lower
cusly,

All entrants
in the DBOY
competilion
received an
analysis of their
farm husiness
based on the
Red Sky pro-
gram. The
analvsis  was
also used by
Juelges in adenti-
fying the top
performing
dairy busingss-

LT

bast
farmers are working
smarter, not harder,

David Beca:

5.

“T'he very best manage o way o do all
of these five things beter in what are
guile difficult and complicated businesses
o manage,” Mr Beea said,

The best dairy [arms produced 13-
3% more milkdha than other farms and
they did thar with both more cows/'ha and
more milk production per cow, The Torms
hadl moederate to high stocking rales and
moderate o high milk production per
cow, but tended nol 10 be at the extreme
for these. particulurly per cow milk pro-
duction.

The farmers also prepared cows well
hefore calving, pushed cows to a high
peak and had cows ol wood qualic.

Fasture and a high qualily dict were
alser u fuctor, The best farms had 15-25%:
higher pasture harvest and produced pas-
ture of higher quality.

M Beca said it allowed higher stock-
mg rate and more milk 10 be produced per
oW,

“Increased pasture harvest reduces (he
average cost of production,” he saul

The feed cost per tonne on the hes
farms is 3-20% lower than other farms.
The best farms most often had more
home-grown forages and had good crop
vields.

The wop larms. despite having higher
stocking rates and milk production,
hought their concentrate for a simalar or
lesser ymount than other farmers, Mr
Beca sawd.

Labour efficiency was also siznificant-
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A% maore effi
cient.

“These people
are substancially

_-uf Hudara_t& suppfemenfgrg :
iy ﬁdm = ; more productive,”
v H@'Iﬂr thT-ﬁﬂmfﬂnf&’ -~ Mr Beou said,
; -}' LJ:MBBI‘ core costs . : They run the
same  OrF  more
cows Tor similar or more milk, preoduce more money, do the jols
similarly or hetter than othors, and they do it using less lotal
hours an the place,

For example, in a district where the sverage farm has T00-
120 cows per Tull-time staff member (30-hours equivalent. the
top Farms often had 130-150 cows per labour unit and some
were as high as 170- 190 cows.

“(This 15y not becavse they are working harder: they re work
ing much smarter,” Mr Beca said.

There were three key areas to improve labour elficiency
milking routine, feeding routine und general organisation. and
some of these might reguire capital expenditure,

Core costs per cow were 3-153% lower on the best Farms
despite the higher milk prodoction and higher slocking rates.
Core cosl excluded supplements, nitrogen and irrigation expens
as.

Mr Beca said to be highly profitable in dairying, farmers
needed to be good at the productionfrevenue side and have tizht
contrnl of the cost side,

“And usually those two things are conteadictony” he said.

Iy heter — up to

As dairy businesses Tad a high proportion of varisble costs |

(costs that changed wilh the level of production), tght cost con-
trol wens evem more imporiant.

Mr Beea said each dairy husiness had an oplimum prodoction
level at which profil was maximised. The key was finding that
point and understanding that il something changed — e.g. milk
prices increased — the optimum production level also changed,

The oplimum poinl also needed o mke inte account the risk
profile of the farmer - some prelerred 10 maximise profit, @aking
the risk of a bigger loss il something went against them, while
others preferred 1o take o more moderate level of profic and have
i lower risk,

Mr Beca said farmers also needed 1o be able 1o manage
growth — they needed o produce more milk from a lower cost
base aver lime hecause the milk price in real terms way likely o
full in the next 13-20 years and costs were cortain Lo inerease,

Bul growth could be misrepresented, he saul, There were no
economies of scale in dairyfarming. To hove coonomics ol scale
in an industry, there needed to be o high proportion of fixed
costs, For example, a milk processing Tactory had o lol of costs
tied up in the factory plant and cguipment, regardless of the
level of milk production. So an increase in the amount of milk
produced diluted those costs,

Drairy farms were the opposile — costs were highly variable

depending on the number of cows, Altheugh the tep 104% of
farms on most comparisens were bigger than the rest that did ne
mean there were ceonemics of scule, TU was simply a reflection,
as it was in most businesses, that those who were successtul
gresw their husinesses more rapidly.

Mr Beca said the optimum size for dairy farms was some-
where between 2000 and 730 cows,

Farms with fewer than 150 cows were disadvantaged because
the labour and machinery costs could pot be averaged down
mnch bevond that point,

For farms above S00-000 cows Lthere were losses o lalour
elhciency because the key operator - the farmer — was no longer
at the interface do things well, and needed to spend more time in
the allice managing people, D




