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Strategies
to optimise
CASHmOW
in 2016
Dairy farmers must continue to focus
sharply on cost control this year
Tom O’Dwyer
Teagasc Head of Dairy
Knowledge transfer

C

urrent indications are that 2015
has been a reasonable year
for dairy farmers. On average, dairy farmers responded to the
removal of EU milk quotas by producing more milk. This helped reduce
the impact of the downward trend in
PLONSULFHVRQRYHUDOOIDUPSURoW
However, 2016 looks like being another challenging year when it comes
to milk price. Unless farmers continue to focus on cost control in 2016,
there is a risk that individuals, other
than the farmer actually producing
WKHPLONZLOOEHWKHRQHVZKREHQHoW
If you want to have positive cashpRZDWWKHHQGRI WKH\HDUqDQGWKLV
will be a big challenge for many dairy
IDUPHUVWKLV\HDUq\RXPXVWPDNHGHcisions and take action now. Change
will be needed, which will require you
to think and act differently. Beware of
the loopholes or excuses that you use
to postpone change.
Make 2016 the year that you stop
procrastinating. Choose a new habit
and make consistent progress in pursuing it. One habit that every dairy
farmer should develop for 2016 is to
PRQLWRUFDVKpRZRQDPRQWKO\EDVLV
<RXUoUVWVWHSWRZDUGVWKLVKDELWLVWR
be set up for online banking.
While this article will largely focus
on cost reduction strategies, there
will also be opportunities to increase
revenue during 2016. Options will include the sale of surplus or non-performing stock; increased milk solids
output (but must be from grass); and
avoiding penalties.
The year 2016 will not be one to
carry too many cows for the farm’s
grass growth potential, nor to carry

Running
your farm
at 90% of
its potential
production
may be more
PROlTABLE
than
attempting
to get to
100% and
spending
more than
10% to get
there

underperforming cows. Louis Kurriger, speaking at the 2009 Teagasc
National Dairy Conference, suggested
that “running your farm at 90% of
its potential production may be more
SURoWDEOHWKDQDWWHPSWLQJWRJHWWR
100% and spending more than 10%
to get there”. The business cliché,
k7XUQRYHULVYDQLW\3URoWLVVDQLW\y
applies to dairy businesses too.
In relation to cost savings, there is
no silver bullet or magic solution to
suit all situations. It really is a case
of saving €100 here and €200 there.
Cumulatively, all the savings will
add up. In general, identify what you
must have (costs which are critical to
your business success), shop around
for the best value available, avail of
discounts/special offers/cash deals
RI EHQHoWWR\RXDQGHOLPLQDWHDOO
discretionary spending. Remember
that your costs are usually somebody
HOVH VSURoW

TIP
Including
more grass
INACOWS
DIETWILL
reduce
meal costs

Grass is key

Meal feeding is typically one of the
bigger costs on dairy farms (accountLQJIRUDOPRVWRQHoIWKRI FRVWVRQD
per litre basis). It seems obvious, but
including more grass in a cow’s diet
will reduce this cost.
This will require you to be more
focused on grassland management.
For most herds on grass full-time during March, 3kg to 4kg meal should be
adequate; aim for 1kg to 2kg/cow/day
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during April and no meal at all from
mid-May onwards.
You can decide in the autumn
ZKHWKHUPHDOIHHGLQJLVMXVWLoHGRU
not. In general, there is a bigger saving to be made by focussing on reducing quantities fed than on the price
per tonne. Nonetheless, shop around
for best value but do not compromise
on ration quality.
Fertiliser costs typically account
for 12% of total costs on a per litre
basis. Surprisingly, many farmers
underspend on this cost but this is,
in most cases, a false economy. Lime
LVWKHoUVWWKLQJWRJHWULJKWEHIRUH
one should consider building either
soil P or K. Soil test so that P and
K fertiliser isn’t wasted. Focus on
maintenance dressings of P and K
early in the year and on buildup later
in the year. Use slurry/soiled water
to replace some purchased nitrogen,
especially in spring. Match N application to stocking rate. Use urea rather
than CAN (30% cheaper per kg N)
until end of April. Spread sulphur (20
kg/ha; 16 units/acre) on dry farms
from April.

Dairy farmers
responded to the
removal of EU milk
quotas by producing
more milk.

Better fertility, healthier cows and more calves

Scan tag &
assign to cow
using your
smart phone

* Manage your herd for animal well-being, health and
reproductive performance.
* Longest range of what’s on the market.
* Amazing battery life of up to 10 years.
* Monitors cows 24x7.
* Access information on any cow anywhere at anytime.
* Easy to use mobile app allows 2 way communication
which removes the need to go back to the office!

Breeding costs

While AI/breeding costs are not usually one of the bigger expenses, there
is often potential for savings. Firstly,
this investment must be made, but
make sure that you select the right
team of AI sires for your herd.

The breeding season
starts now...

Free on Farm Demo
CALL US TODAY!

Call us on 1890-500-24-7
Continued
on next page
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Use the maximum number of
GeneIreland test bulls for your herd.
Minimise AI costs by working hard to
increase conception rates. Increasing
FRQFHSWLRQUDWHWRoUVWVHUYLFHIURP
45% to 55% in a 100-cow herd will
UHVXOWLQOHVV$,VWUDZVXVHGRYHU
nine weeks (and at €20 per straw, a
VDYLQJRI   
Ensure that heifers are at target
weight at bulling time. Thin cows
DQGODWHFDOYHUVPXVWEHPLONHGRQFH
a day to allow them to gain necessary body condition and increase
the likelihood of conception. Match
the number of AI straws to be used
to the number of heifers required to
enter the herd in 2018, then use lower
cost beef AI straws (must be short
JHVWDWLRQOHQJWKDQGHDV\FDOYLQJ 
3UREOHPFRZVVKRXOGEHVHHQE\DYHW
RWKHUZLVHYHWHULQDU\LQWHUYHQWLRQV
should be kept to a minimum. Heifers
should be synchronised. Scanning is
useful, especially where herd infertility is an issue; otherwise it is questionable. Tail paint is the cheapest
KHDWGHWHFWLRQDLGDYDLODEOHDQGPXVW
EHXVHG$OWHUQDWLYHVDUHDYDLODEOH
EXWPD\EHPRUHH[SHQVLYH

2016 looks set to be a
challenging year when
it comes to milk price.

Vet bills
&RQWUROOLQJYHWHULQDU\FRVWVLVQRW
about simply cutting costs, it can
also be about ensuring that you are
JHWWLQJDJRRGUHWXUQRQ\RXULQYHVWment in animal health. Firstly, you
must spend money on protecting and
maintaining the health of your herd.
$UHDOO\XVHIXOoUVWVWHSLVWRFRQVXOW
ZLWK\RXUYHWHULQDU\VXUJHRQVRDV
WRGHYHORSDQDQLPDOKHDOWKSODQIRU
your farm.
3UHYHQWLRQZLOODOZD\VEHEHWWHU
than cure. What are you doing to reduce the risk of a disease outbreak or
an animal health issue that requires
costly treatment?
Knowing what the disease challenges on your farm are, and the health
status of your animals, helps in this
regard.
6DYLQJVFDQEHPDGHE\FKDOOHQJLQJ
the cost of products, the number of
WUHDWPHQWVDQGWKHFRVWRI YDULRXV
VHUYLFHV
%\KDYLQJDQLGHDRI \RXUPDLQ
YHWHULQDU\VXSSOLHVQHHGHGIRU
OLVWRI DOOYDFFLQHVGRVHVHWF \RX
may be able to get a better deal from
your supplier (an example of bulk
SXUFKDVLQJ 

Contractor costs

Managing contractor costs is not
about simply cutting costs. It may

PDNHVHQVHWRKDYHDELJJHUVSHQG
LQWKLVDUHDSURYLGHGWKDW\RXFDQ
UHGXFH\RXURYHUDOOo[HGFRVWV&RQVHquently, it is important to examine
WKLVoJXUHLQWDQGHPZLWKERWKWKH
machinery operating/deprecation
oJXUHVDQGWKHODERXUoJXUHV
In order to ensure that your contractor can meet your needs, you will
KDYHWRSODQRXWWKHZRUNWKDW\RX
need done and communicate this with
your contractor. Prompt payment
PD\DOORZ\RXWRQHJRWLDWHIDYRXUDEOH
rates.

Spontaneous purchases

Watch out for the small additional
LWHPV VXQGULHV ZKLFKDUHSLFNHGXS
on a whim or because the salesperson
recommends it. You must question
HYHU\H[SHQVHDQGMXVWLI\KRZLWDGGV
YDOXHWR\RXUEXVLQHVV

Fixed costs

Fixed costs can creep into a business
RYHUWLPHDQGFDQEHGLIoFXOWEXWQRW
impossible, to shift. Particularly for
H[SDQGLQJGDLU\EXVLQHVVHVLWLVYLWDO
to carefully consider decisions which
ZLOOFRPPLWWKHEXVLQHVVWRo[HG
costs for 10 to 20 years.
7KHUHDUHRSWLRQVDYDLODEOHIURP

ESB/electricity, phone and insurance
SURYLGHUV&KHFNRXWWKHGLIIHUHQW
price plans and identify one which
best suits your business. Labour costs
and machinery costs can be tackled
qHYHQLQWKHVKRUWWHUP5HJXODU
PDLQWHQDQFHFDQVDYHRQH[SHQVLYH
repairs.

Summary

In summary, the best way to effecWLYHO\FXWFRVWVLVWRUXWKOHVVO\SHQQ\
SLQFK:KHQ\RXKDYHOLWWOHPRQH\
you are forced to be frugal with all
expenses. But with growth, it is easy
to lose track of expenses.
Adopt a thrifty mindset to ensure
that your business is successful in
2016.
Finally, lessons can be learned from
WKHSUHYLRXV\HDU VEXVLQHVVSHUIRUmance. Take the time during January
WRH[DPLQHFDVKpRZUHFRUGVDQG
to use these to plan/budget for 2016.
,QYROYH\RXUZLIHSDUWQHURURWKHU
family members.
7DONWR\RXUDGYLVHUDFFRXQWDQW
and bank manager. Completing the
7HDJDVF3URoW0RQLWRUDQDO\VLVFDQ
be extremely useful. Contact your
7HDJDVFGDLU\DGYLVHUWRDUUDQJHIRU
this analysis.
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