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Economic Considerations for
Small Herds of Beef Cows

By Harlan Ritchie, Michigan State University and
Virgil Crowley, Pennsylvania State University

The average size of beef cow herds in the United
States is about 50 cows and in the Northeast sector of
the United States the average beef cow herd has less
than 30 cows. Thus the small beef cow herd is an im-
portant source of both feeder and slaughter animals.

POTENTIAL FOR THE SMALL BEEF HERD

The beef cow enterprise has an appeal for many peo-
ple including both full-time and part-time farmers. The
appeal largely stems from the following factors which
generally are considered advantages of the enterprise:

• relatively low labor requirements.
• the enterprise does not require intense manage-

ment, except during calving season.
• specialized buildings and equipment are not

required.
• the beef cow can utilize roughage that otherwise

might go unused.
• the enterprise adapts readily to a variety of farm

situations.
• the enterprise provides personal gratification.

While the preceding factors tend to lead to increases
in the beef cow enterprise there are also factors which
tend to restrict increases. These could be considered
disadvantages of the enterprise, and they are:

• net returns per unit tend to be low.

• income from the enterprise is usually received only
once a year in one lump sum.

• the units are small.
• high land prices tend to limit opportunities for

expansion.
• the enterprise requires regular year-round

attention.
While the advantages appear to be greater than the

disadvantages the low net returns per unit and the dif-
ficulties of expanding the enterprise often discourage
those with beef cow herds and act as deterrents to those
considering starting a beef cow herd. While economic
returns are often not the prime consideration of in-
dividuals starting a beef cow herd, over the long run
they tend to be the determining factor affecting the in-
crease or decrease of beef cow numbers.

ECONOMIC RETURNS FROM THE
BEEF COW HERD

The economic returns from this enterprise are a func-
tion of the costs associated with the enterprise and the
income which the enterprise generates. There are dif-
ferent measures of economic return: (1) returns minus
total costs; (2) returns minus variable costs; (3) returns
minus cash costs; and perhaps others.

Costs — The costs of the beef-cow herd can be divid-
ed into two categories—(1) fixed or overhead and (2)
variable or production.

Fixed Costs — These are costs the operator has even
when there is no production. Some of the fixed costs are
cash costs and others are non-cash costs. Fixed costs
which are cash costs include insurance on buildings,
and equipment plus taxes on the buildings used in the
enterprise. Non-cash fixed costs include depreciation of

5100.1



buildings and equipment and Interest on the invest-
ment. If the capital invested in the enterprise is bor-
rowed then the interest becomes a variable cash cost.
Also there are situations in which cash rent and wages
for an employee are cash fixed costs.

Variable Costs — These are the costs associated with
the production process and in a beef-cow enterprise
would include feed, breeding costs, repair and
maintenance of buildings and equipment, insurance,
machine expenses, interest on any borrowed capital,
trucking, fence maintenance and minerals and salt.
These expense items are directly associated with pro-
duction and if the beef-cow herd were sold these costs
would cease. Most of the variable costs are cash costs,
or what are often called "out-of-pocket costs." A pro-
ducer trying to improve income by reducing costs can
often make substantial changes in the area of variable
costs, but only limited, if any, changes in fixed costs.

To effect changes in any of the costs one must know
what those costs are and what they have been In past
years. Records provide a history of the past perfor-
mance of ail farm enterprises and are a must for the
farmer who wants to exert any control over costs.

Eetums — Income from a beef cow herd comes from
the sale of calves, breeding stock and cull animals.
There are many variations in the way the enterprise is
operated; however the majority of calves from beef
cow herds are marketed as feeder calves, These calves
are sold at weights which mostly range from 300 to 800
pounds

Other beef cow herd operations include one in which
the calves are creep fed, put on full feed at weaning, and
sold as slaughter cattle at a relatively young age
(12-15 mos.). Another type of operation is one in which
the calves are weaned, kept on the farm, wintered and
sold as yearling feeder cattle the following year. This
provides a method of increasing the pounds of beef sold
with only limited additional labor or capital being re-
quired. An operation in which the calves are raised,
weaned, wintered and then put in the feedlot and
finished at 15-24 mos. is another type of beef cow
enterprise. Also there is the beef cow operation which
involves the production of breeding stock. This is usual-
ly a purebred herd where the cattle are registered in
their breed associations and the top calves are retained
for breeding stock to be used for replacements and sale
to other operators with beef herds.

i

Table 1. An Annual Beef Cow & Calf Budget — Calf Sold as Feeder
90% Calf Crop — Avg. Calf Wt. 487 Ib, — Avg. Cow Wt. 1,000 i b . ~ Culling late 18%

Item

RETURNS
Sale of calf
Sale of cull cow
TOTAL RETURNS

COSTS
Variable Expenses
Veterinary & drugs
Breeding charge
Machinery & fuel costs
Utilities
Supplies
Repairs & maintenance
Marketing & transportation
Hired labor
Hay
Pasture
Salt & mineral
Grain
Supplement
Interest on ¥z variable costs
TOTAL VARIABLE COSTS

Fixed Costs
Interest on Investment in cows
Depreciation, interest & taxes on bldg.
Insurance
TOTAL FIXED COSTS
TOTAL COSTS

Returns minus variable costs
Returns minus total costs

*T.H.E. = tons hay equivalent

Quantity

487 x,9 x.84
1,000 x.18

2.5 T.
2.25T.H.E.*
401b.
180 1b.
501b.
$122.40

& equip.

la te

70.00/cwt
40.00/cwt

$45/T.
$20/T.H.E.*
12c/lb
5e/lb
13<t/lb
15%

|500 x 15%

$ Value Your Farm

257.72
64.00

321.72

7.00
11.00
15.00
8.00
4.00

15.00
8.00 . ^ _ _ _ _ ^ _ _ _ _ _
6.00

112.50
45.00

4.80
9.00
6.50

18.36
263.18

75.00
22.00
3.00

100.00
383.18

58.56
(41,44)
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ESTIMATING COSTS AND RETURNS
The costs and returns front a beef cow enterprise can

be shown on a per cow basis with an enterprise budget.
The figures In Table 1 represent averages, and are not
for an individual operation. The prices shown are not
necessarily those being paid currently.

The returns shown are subject to change with a
change in any of the components of the budget;
however, two areas where changes can bring signifi-
cant shifts In income are the selling weight of the calf
and the percentage of calf crop the operator gets from
the cow herd,

AN was pointed out, it Is highly unlikely that the
budget shown will duplicate any individual farm
operations; however, a fanner with a beef cow and calf
operation can use the budget as a guide and substitute
his figures for those in the budget and determine the
return per cow for his beef cow enterprise.

The returns figures shown in the enterprise budget
should emphasize to each operator how essential and
how important records are. The budget shown

represents at least average management so the operator
whose management is below this level would probably
experience lower returns. 1B this particular budget,
returns minus variable costs are positive, but returns
minus total costs are negative.

The only way to determine how your operation
stacks up is by keeping records. Remember that your
costs may be more or less than those shown and you
may sell your product for more or less. Work out your
own enterprise budget based on your costs and your
returns.

Calculating Investment and Income

For the Beef Cow Enterprise

A major item affecting fixed costs on present com-
mercial beef cow and calf operations is the capital in-
vested. Capital requirements are relatively large for an
adequately sized operation. The total capital re-
quirements for a cow and calf enterprise can be deter-
mined as shown in Table 2.

Table 2, Determining Total Capital Requirements of the Beef Cow and Calf Enterprise

YOUR FARM
Requirements Investment

Land 1 'alur iacres used by the cow herd)
Cropland . acres \ value per acre
Permanent pasture acres \ value per acre
Hotatton pasture acres \ . value per acre
Woodland pasture . acres \______ value per acre

Total Value of Land

Buildings and Equipment (used by the cow herd)
Value of barns
Value of silos
Value of equipment
Value of scales, lots, feed bunks

Total Value of Buildings and Equipment

Livestock
Value of beef cows {No. x
Value of replacement heifers 0-12 mo
(No, x__ average value)
Value of replacement heifers 12-24 mo.
(No. x _____ average value)
Value of bulls (No._ x . value)

value)

Total Value of Beef Herd
Total Investment in land, bldg. & equipment & cattle
Average Investment per Cow /Ji2ii!Li!!X55!l!l£!ii \

No. of cows I
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The operator has limited control over the fixed costs,
and the only opportunity he has to change them is in
the planning stage before capital is committed to a
building, equipment and machinery. Fixed cost per
unit of production can sometimes be reduced by using
facilities more intensiYely,

The operator can exert some control over the
variable costs through the eiercise of cost accounting
and attention to detail. For example, feed Is one of the
major items of variable costs in livestock production

and the beef cow and calf can easily be overfed if
proper attention is not given to the kind and amount of
feed used, Veterinary and drug costs can often be
reduced simply through proper feeding and sanitation
measures. Repair bills on buildings and equipment can
be reduced through good maintenance programs.

The Impact of costs on returns can be easily il-
lustrated by estimating the returns to the beef cow
enterprise as shown In Table 3.

4

Table 3. ESTIMATING EETU1MS YGU1 FA1M

1ETU1NS TO THE ENTEBP1ISE

Sale of Feeder Calves

No. of calves sold x market wt. per fad. = _ _ lbs.
Lbs, of calves s o l d _ x market price per cwt. «

Safe of cull cows
No. of cows sold x market wt. per head = _ lbs,

COSTS

Feed

_ cwt. salt & minerals x___ price per cwt. *«
cwt, grain x price per cwt. =

__ tons hay x price per ton =
tons of H.E. in pasture x_ price per ton «
tons of silage x _ _ price per ton —

Total Feed Costs

Other Variable Costs

Breeding (bull upkeep or AI)
Veterinary and drugs
Repairs and maintenance
Supplies
Utilities (heat, lights, etc., used for beef cows)
Machinery and fuel costs
Hired labor
Miscellaneous
Marketing and transportatioo
Interest
Total Variable Costs (feed and other)

Fixed Costs
Depreciation on buildings equipment & livestock
Interest on average investment $ x interest rate «
Insurance
Taxes
Total Fixed Costs
TOTAL COSTS

Beturns minus variable costs
Returns minus total costs

market price per cwt. = $.
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