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Profit decisions in uncertain times – Peter Floyd – 21st January 2010
By now you will have a feel for whether or not it is going to be a dry summer, but of course the situation could change within just a few days.

Even more changeable are the mixed messages that farmers have been getting from unpredictable meat schedules, payouts, exchanges rates, ACC levies and tax rates, and the rapid disappearance of ready finance as the banks pulled in their horns.

So, how can you make good decisions amid all the uncertainty?

Today farming is all about best business practice and that means managing uncertainty;

Start by looking at December. How much rain fell on your farm, what were soil temperatures, and how did they compare with past seasons? How was feed supply, and how did the stock perform? And what residuals were you working to?

How is January shaping up? Rainfall, soil moisture, pasture covers, stock performance – how do they compare with past Januarys? Look critically at your current grazing pressure, residuals, stocking rate and daily profit. Okay, you do most of that automatically, but are you really making maximum profit decisions?

Looking ahead to late January and February, what are the trends? What are the rainfall predictions and what do they mean, if anything, for your property? What is happening to the payout and meat schedules and, from your knowledge of past seasonal patterns along with whatever market intelligence you can gather, where are they heading?

What is your financial situation? What seasonal finance is available and at what rate? Will using it be profitable?

Which are your most profitable stock and, taking into account your answers to the above questions, what can you do so that they will yield the maximum profit?

A vital part of managing uncertainty is building flexibility into strategic management.

What does that mean?

Basically it’s always having some management options that you can put into place before the season really goes downhill. For dairy farmers it is the usual selling off culls, drying off poor performing or thin stock, putting part or all of the herd on once-a-day milking.

Measuring and managing inputs and outputs like this is what you have always done, but these actions don’t seem to be enough any more.

If you calculate the daily profit per kilo of dry matter eaten for each class of stock in each situation – and that isn’t hard if you have the right tools – then you will soon find the most profitable option.

There are plenty of tools available to help you but be sure to use the one that identifies the stock that are the most efficient converters of dry matter to profit on your farm.

Feed is expensive to grow so it makes sense to ensure that it goes only to animals that are going to make the very best use of it and give you the most profit.

Decisions made in December and the first half of January can have a huge impact on the total profit for the season.
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