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BEEF PRODUCTION SYSTEIS
SO'E CASE STUDIES

TTRODUCTION

Gver tho past twelve nonths beef-producers have been remindced once

again that the market for their product is governed by influences totally

oﬁtside:their control, During the Autumn of 1966 a combination of circumstances,
such'as the cloéing of the Common Market Countries to our own as well .as to
Irish cattle coinciding with an increased.level of supplies from Ireland,

led to.a drastic fall in the market price for beef, This latter factor is
also héld responsible for the earlier than-normai'fall in prices during the
summer of this year. Except for abatements (now modified in favour of the -
lproducer) fatteners are nonetheless largely cushioned against the excesses

of the market and despite the ups and downs, of market prices over the past
few years total returns to producers have steadily improved, Over tpe past
two years these improvements have been incorporated as part of the National
"Plan to improve domestic beef supplies, Tluctuations in markét4prices
however no doubt shake the confidence of many farmers and since beef is

a flexible enterprise on many farms, store cattle rearers are often the worst
sufferers.

. Beef oh the Farm

. As a‘partial measure to imnlement the Fational Plan for Beef production
'the“dovernment gave an assurance in the 1966 Amnnual Review,that in the absence
of a significant change in circumstances, there would be no reduction in.the
guarénteed price of beef cattle,ior in the rate of the beef cow subsidy during
the period of the plan. In fact, in the 1967 Review both the Beef cow and

calf subsidies, as well as the guaranteed price of Beef were increased.
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These neasures and assurances would appear to be a firm basis for beef

producers to plan the consolidation and ekﬁdnéion bf their beef enterprises,

In response to calls for more effiqient'production, more and more farmers
are becoming sensitive to costs and profits from beef, Economic surveys in
the past have shown th:it, despite clear exceptions to the contrary, beef in
- general has not been particularly profitable and usuvally yielded lowerl
margins per acre than‘other'land using enterprises. It is true that con- -
ventional costing procedures by "1lifting" the beef enterprise out’ of its
farm setting tend to ignore itgfelationship to particular farmm situations -
and thus often underrate its real contribution to total farm income.
Although important on & national scale, accounting as it does for 15 per cent
of the total value of sales off British famms, on many farms beef more often
than not takes a secondary role, ‘Begf production is dependent tp a large -
extent on another industry, dairying, for its raw material, célves,.and is
often fed on the by-products of other enterprises. On arable fams boef'
cattle consurme arable by-products and are often impt as a ncans of'maintainingr
fertility, whilat on dairying and nived farms beef is often fed on seasonal
surpluses of grass. Many‘farmers consider these foods as having no‘real cost
and the difference between sale and purchase price is often equated with profitf

In many arcas on the other hand, geographical conditions limita the choice
of enterpifses and on farms in theée areas beef often forms. the major enterprise,
Other famms in high potential grass and arable areas often find-it profitable to
produce bzef as a planned enterprise. On these farmslbeef remains a stable
“‘element in the farm economy but on those vwhore beef takes a secondary role, a
greater flexibility is possible and it is not uncommon to find these. famms

either getting into, or going out ‘'of, or changing the emphasis on beef in-




-

—D—
response to conditions within or outside the farm,
Beef production therefore presents a picture of a great diversity of

systems, production methods and policies not only within the whole country,

- but also within particular regions, This diversity considerably cémplidates

/

the economic assessment of different beef systems by reference to sample
studies, . More recent studies. regognising the difficulty of attempting to
define 'most profitable" systems from such samples, devote fhemselves to
a stﬁdy of individual beef enterprises representatiVe of different systems
of production,

In this\report information which was available about the inputs and
- output .of sevén beef enterprises has been valued at current priceé and
presented as seven different case studies. A separate section is devoted
to a discussion of the current prospects for barley beef, and finally a
short comment is made about the likely effect on different beef systems of
entry into the Ccron Market. Tha financial results are discussed not only
according to the system or method of heef production followed but also by
reference to the place of beef within the farm setting. Ixcept for one which
is in Scuth Staffordshire, all the famms are situated in South and Central
Shropshire and are representative of some of the more common beef systems
found in those areas.

.Because 6f the lack of uniformity in‘end‘ﬁroduct, and of the‘differences
in quality of-land between farms, comparative results ame given in terms of
£100 livestock output. That is, cost items and margins are related to the
value of cattle (liveweight) actually produced on the farms., For farms with
breeding herds this is the value of feeding cattle sold (herd dgpreciation is
treated as a cost), and on other famﬁ it is the difference between the cost

~of purchased animals and the value of cattle sold, adjusted.in both cases for
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valuation changes., Vhere applicable other measures of profitability are used
for individual enterprises, In all cases home grown cereals:fed to cattle
are valued at market prices and all other home grown feed crops at estimated

cost-of production, Grazing was costed separately on all farms. The ‘results.

of the seven farms (per £100'livestock~output) are shown together‘iﬁ Appendix

Table 1.,

THE CASE STUDIES

a) Beef on Upland Farms

A system of Tarming based on sheep’andlcattle fattening is predominant in
the upland areas of South Shropshire. These famms are usually large in size
(from 200 to 800 acres) and are located on the less exposed and lower fringes
of the hill areas. Unlike the rearing famms of the true hill area these famms
usually sell all their cattle fat, and also do not qualify for the.'hill cow
- and sheep subsidies., VWithin the broad pattern of farming in the area, characteriétics
of Bopography and other features peculiar to individual farms have given rise to
differences in practices and methods., Thus on the better placed farms more of
"the land is ploughable and yields of cereal crops often compare favourably with
lowland arable farms and coﬁsiderable quantities of wheat and bérieyrmay\be sold.
These famms are therefore more intensive ana usually concentrate on the fattening
of purchased forward stores. The less favourably placed farms, on' the other hand
although- again ‘having some good cereal growing land, hormally have a higher
proportion of permanent grass and rough grazing. They are therefore less intensive
and their beef enterprises are usually based on a;single suckling beef herd, In
this way‘these farmms are assured of a supply of Weaned'CalvestIoduééd at a
reasonable cost and are therefore insulated against the vagaries'of the store

cattle market, Outwintering is occassionally practised (usually where there is
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a shortage of_buildings) and- thus the cost of keeping the cow is reduced and,
if losses .can be avoided, the cost of producing tﬁevca1f..1A few farms,alé&i,
praptice:aﬂquestvdegfee of double suckling,i;Certain.featurés, both physical
and economic, common to all these upland farﬁs, have considerable implications
for their beef entefprises. Theseicag be summarised as follows.

'1),Céttle and sheep are integ?gtéa:énterprises on these farms and are often
of equa;.importancé. Beef therefore forms a stable element in the farm economy

2)_Except for relatively small quéntities of purchased concentrates these
farmms are self sufficient in feed for their stock.

3).Fixod costs such as rent, regﬁlar labour and machinery maintenance form
a high proportion of total farm costs. ,éhorﬁ of a complete farm reorgainsation,
such as keeping all sheep and no cattle or vice versa, or completely new
building layouts to economise in labour sufficiently to dispense with a full
time man, there are few opportunities for reducing costs.

4) Improving the profit levels therefore depends on ability to inqréase
output economically without increasing the level of fixed costs.
Case 1

Farm A is a large famm having nearly half the acreage'arAble, the rest being

in permanenf grass wnich progressively becomes fougﬁer toﬁa&délthe hilltops. ..
The cropping pattern is shown below. . |

CGrop oo Bew
Wheat
Rarley

. Qats

Acreégé to cattle.(Per cent) = 47,0

udaer Roots
Temporary'Grass o
Permanent Grass (adj.)
Total = R
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The summary of financial results indicates that final margin per £100
output is reasonable but that when related to ‘acreage both output and margin
are low. Even so, subsidies (calf-and~rearing cows) provide most‘of'the final
margin,

Financial Results

" Per £100 - Per forage
Output Acre~(cattle)
£ : ‘ £
Output : 1000 ' . 23,63
Herd depreciation : 4.9 1.16
Foods ) ; : 17.78
Labour ‘ ST C ' - 2,32
Miscellaneous : ‘ ' 0.9
Total Costs : 94,0 R 22,22
Margin -~ 6.0 - ' © 141
Subsidies = . 18.0 o 4.27
Final Margin 24.0 | 5.68
On the loWér slopes good cereal crops are grown and all the wheat and
most of the barley are sold. Good supplies of étfﬁw for feeding and bedding
are thereforé.available; The breeding ca%tlé; mainiy Heréfords,'are'single
suckled but é féw Shorthowns .are also kept and double suckled. The cows
occupy the rougher areas and because of a shortage of buildings the singlé__‘
sucklers are outwintered. They calve down in:February and March and the calves,

weaned in the Autumn are kept in store condition until their third year and are

then fattened cither off grass or in yards, depending on their condition, The”

farm is self sufficient in feed and only two tons of concentrates for the
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feederé-afe purchased annually. The cows receive no concentrates but are wintered
entirely on hay, straw and roots. Calf losses tend to be heavy (17 per cent of
live birtls in this year) and replacements have to be purchased.
On such farms low output per acre is partially a function of the quality

of land but‘may.also be due to é low intensity of operation., Better profits

depend on the ability to expand . .output without increasing the ;g&el of fixed costs,
Keeping better cows and thus obtaining better calves might in the long run improve
output and in the short run, on farms similar to farm A, reducing the incidence of
calf losses ﬁould most certainly boost output. Supplying a different market for
beef migﬁt be another policy worthy of consideration., .In recent years the heavy‘
beef animal has become less popular and. the prices obtained for it are lower
than.fbr younger lighter animals, ' Fattening at two years old,ips?eaduof at
itwo and;a half to threé’yeéfs old as on Farm A might well be more profitable;
Shortenihgvthe étore period would increase turnover and land would_be released

on which more breeding cows could be kept. Another, and probably more effective
methodAof»intensifying production relates to an improved standard of crop
husﬁandry and in particular to the level of grassland management. Any policy which
will lead to an increased production of grass will lead to an improved livestock
carrying capacity and therefore a higher.oﬁtput per acre., Where the current level of
fertilizer application for example is low, the stocking capacity can usually be
dramatically improved by a judicious use of értificial fertilizers. On famm A 
much of the grass area has been improved but fhat the potential of this improvement
is not being fully exploited is indicated by the level of manuring. During the

period of this survey and in the subsequent year, no artificials were applied on

the grassland, the only expenditure Being on lime and a small amoumt on slag,

Another factor relating to crop husbandry concerns the growing and
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feeding of root crops. These crops normally yield more food per acre-than grass
but are more expensive to grow and harvest both per acre and per unit of food, Tuch of
the expense of growing and harvesting such.crops howéver on theseAfarms is
fixed (c.g. rent, labour and machinery costs), and unless profitable alternative
use for these resources is available, substituting grass for £oots might well
decrease total supplies of fodder without a corresponding saving in costs.
One final comment relating to intensifying the beef enterprise is necessaﬁyy
On these farms cattle and sheep arc integrated enterprises and intensifying beef .
would almost certainly involve intensifying the sheep enterprise and the farmer
could find himself involved on a new plane -of management with its attendant risks
and managerial pressure, . The farmers on larger farms may already be earning a
satisfactory total income at a lower level of intensity and nay have little incentive
to improve, The farmers on smaller farms, on the other hand, must make up in intensity
for what they lack in acreage if they are to improve their level of income.
Case 2
Farm B is located on better land than Farm A. Nost of the farm is on level
" ground and a greater proportion of -the land is ploughable and less under permanent
and..rough grass.- This factor together with other characteristics of the farm have

.- Crovppning

Per Cent
Wheat

Barléy o
Oats

Potatoes

Fodder Roots | Acreage to caﬁtle (percent) = 40,0

Temporary Grass

Permanent Grass (adj) i
Total
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given Farm B a greater flexibility in methods. end practices in beef production.

and,'as the financial results indicate, have resu1ted in a much higher level

of output and profit than those achieved on Farm. A,

Financiél Resulté

Per £100 . -Per forage
Output ' o : acre (cattle)“

Pl

Outpﬁt
Herd Depreciation
Foods
Labour
Miscellaneous' Co . s - 1.42
Total Costs = -~ . 72 N 25,02
Margin : | .0 ERE
Subsidies ) Sy 'A 191, o  6.65

 Pinal Mergin - . : Y R 6.3

The beef enterprlse is baséd gnna s1ngla suckled but 1nw1ntercd herd of -

Hereford Cows. Thus the cows are 1nslde by the beginning of Decembcr, calve
down in February/March and go out to_grass with their calves in early lMay.
Whilst cows are fed entirely bn hay a few of the calves have their hay supplemented
with rearing nuts. The calves;ﬁeaned,in the Autumh, are kept growing over
fhe winter and after another summer on grass are finally sold fat out of yards
between January and April at two years old. Slightly better cereal yields
combined with a higher level of grassland management (more young grass and more

fertilizer uuage) enables a hlvaor stocking density to be maintained.
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Ample buildings available for inwintering the cows enable a closer supervision
at caiVihé'time and a more selective treatment. of calves, This leads to. a low
incidence :oij'calf losses (t{m'per‘cent of live births) and a better and more cven
sized bunch of calves, averaging at weaning a half hundred weight more than
similar calves on Fam A, The cattle therefore. grow at a more even rate and are
sold out fat within a narrow time span, between January and April, when prices
are also higher. Beef sold off Famm B averagei7/~ per cwt. more than fhat from
Fam A. The pattern of feeding is broadly similar for both farms but, since the
cattle are kept growing and fattened at a younger age, the level of feeding is
higher on Farm B,
Case 3.

Farm C is again typical of the many sheep and cattle fattening farms found
on the better arcas on the fringes of the hills of South Shropshire.. Most of
the land is of high fertility and good cereal yields comparable to many .lowland |
cash crop farms are obtained. Most of the land is ploughable, there being little
rough pasture, and is therefore capable of a higher level of output than Farms

A and B. Except for the acreage in wheat and barley for sale the whole fam,-in

about ééﬁai propéfﬁidns,fis'devoted-to cattle and sheep

- Crooping
Per Cent
"Wheat and Barley ‘ ‘ : 10.0
Oats and Mixed Corn o 10.0
Potatoes
Fodder rbots" o : o : Acreage to cattle (percent) = 42.0

Grass

Total
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The beef entérprise is based on fatéening furchaséd forward stores on
grass during the summér and in yeards during the winter., Stores are purchased
in batches in the Autumn and early Spring and are sold out as they are finished
at regular intervals over the year. The nanagement of this system is considerably
less complex than breeding and fattening; there are fewer risks, since the'éattlé
are on the farm"for.only a relatively short period, turnover is more Iﬁﬁid and
the numﬁers purchased can be matched to ‘availability of feed. On the other hand
the system often suffers from fluctuations in store cattle prices and since
beef is a major énterprise there is less flexibility in purchasing policy.than
might appear at firét. ike other farms with integrated cattle and shéep'énter—
prises, the greater proportion of total farm costs is fixed and is unlikely to
vary with changes in output. Limiting purchsses of stores in the Spring because
of high prices is unlikély to lead to any significant'cost saving énd, unleés an
alternative profitable outlet for the grazing was available,vtotal farm income
might well be lower then if the normsl number of cattle had been purchased. -

The most important profit criterion is the relationship between the purchase
price of the storc and the selling price of the fat animal.. This represents
the fecders' margin’out of which all costs have to be met and any prdfit made.

Improving profitdbility therefore depends largely on skill in buying and

‘marketing and on cheaper fecding. Cheaper feeding on these farms is possible

"through better crop husbandry yielding more food per acre and thus reducihg

unit costs and increasing stocking capacity.
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Financial Results

Per £100 | - Per Forage
Output - Aere (cattle)
Output
Foods
Labour
Miscellaneous
Total Costs

Margin ) ‘ 34,3

Subsidies ‘ 241

Final Margin ‘ 3644 . 18.14

A comparison of the above table with that of Case 2 shows that Famm B
B has achieved a higher margin per unit of output but only because of a higher
levql of subsidiesg Fa;m C has achieved a much higher output and a slightly

better margin per acre.

b) Beef on Lowland.Farms

. Beef productipn can take a number of forms on lowland farms and it is .on
‘theée farms that the newer sjstéms or adaptations of traditional systems have
been developed. Lowland farms have a much wider chdice-of enterprises- and range
from predominantiy cash cropwing to predominantly grass fams, In between those
extrenes, farms practice mixed systéms often cqmbining cash cropping and dairying
with sheep and/or beef, Some fafms have been geared to beef but others have
developed beef enterprises as an alternative to dairying. Beef therefore is a
more flexible enterprise on lowland farms and its real contribution to farm income

often depends on its place in the farm economy. Beef may be kept on some farms to
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use up by—products of other enterprises and is therefore a complementary enterprise.
» On other farms however the introduction or expansion of beef may involve diverting
resources from other'enterprises and tﬁe beef becomes a competitive enterprise:' In
these cases comparative costé and profits from different enterprises need to be
caréfully assessed, Finally, beef may be kept on somé farms more or less completely
indepéndent of other enterprises. Such'a beef unit; an example of which is barley beef,
is classed as a supplementary enterprise.

. In this section four caseAstudies, depicting four differgnt systems of beef
production cowmonly found on lowland farms, aré discussed within the framework of the
role of the enterprise on the famm.-

Case 4 Intensive fattening of single suckled calves

Farm D is located on land of gbod cash crop and grass potential. The beef unit
is Based on the intensive fattening of single suckled weanling calves on a higﬁ
barley conéentrafe and self-feed silage, The weanlings, both purchased and home
bred, are yarded in November at about 5 cwts. and sold fat at an average age of -

16 months between April and June at a weight of about 8% cwts. Since the ;ystem
was developed as an alternative to traditional store fattening i% is perhaps
bsurprising to note that the final margin per £100 output is lower than that

achieved on Farm C. One of the reasons for this is the higher level_and therefore

costlier feeding; more concentrates and no grazing. Another factor is that good

quality weanlings are usually in keen demand aﬁd consequently fetch good prices.

Financial Results

Per £100 ' Per Forage

Qutput Acre (Cattle)

Output ‘ 80.09

Foods g , - ‘ © 47,33

Labour ' 5.84

‘Miscellaneous : - 5.20

Total Costs . 58.37
Subsidies _ -

Final Margin 21.72
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_ Good yields of high quality silage combined'wifh the high level of con¢entrate
feeding has however resulted in a high output per acre. The.margin per acre compares
favoﬁ;ably with barley grown for sale and it is unlikely therefére that more barley
at the expense of silage will be grown, especially since well overlhalf the arable
acreage is already under cereal and root crops. Improved profitability of this
sysﬁem thereforeudepends on improving the feed conversion ratio and>on the state of the
weanling market. Expansion of output depcnds on achieviﬁg higher yields of gréss
for silage or on the possibilities of diverting land from other enterprises wh%ch
nay currently be less. profitable than beef.

Case 5 Multiple suckling and fattenine purchased calves

Farm E is also a famm of good cash crop and grass potentiqi and éver the past .
few years has dgveloped an intensive bgef fattening enterprise bdsedvon the ﬁuigiple
suckling of purchased Friesian steer calves, The calVeé are suckled four at a'timg
and weaned at eight to twelve weeks when a furthgr batch of calvés is purchased, the
cows suckling in all about ten to twolvg_calves per lactation., In addition, a
considerable number of weaned steer calves of various ages and mixed origin are also
purchased. The young stock are in yards over the winter and all but the older ones,
vhich have a period on grass, are also inside during the summer, the cows being brought
in to the sucklers. The weaned calves are fed on pellets and nuts until they go on to
a high barley concentrate mix. Hay is also fed to appetite. The cattle are sold out
at about.15 months at an average weight of 8% cuts. This systen is a less intensive
variant of barley beef and the key féctors»governing'profitability'are similar; 1) Feed
convirsion rafio,‘2) feed prices, and 3) calf prices. Convefsion ratio on this famm
at 6% cwts. barley eqﬁivalent per cwt, liveweight gain is considerably higher than
the ratio usuvally regarded #s a condition of»ﬁrofitability in barley beef. All the

concentrates fed are purchased and the savings usually associated with home mixing

are lost, The price_of calves is' governed by the market, but purchasing calves of
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mixed origin at various ages clearly requifesﬂbqttef'jﬁégement than purchasing ﬁeeﬁ
0ld calves of one breed.- The system uses veryflittle:laﬁa.apq,;n,thié sense the;béef
‘is a suoplementary enterprise and its profitability tﬁééefore need not be compared

with land using enterprises.

IMinancial Results .

Per £100
Output

oo
&

Cutput .
»Hérd,Depreciation.
TFoods

Labour
Miscellaneous
Total Costs
Margin

Subsidies

Final Margin-

The table of financial results clearly illustrates the high cost of fecod and
when other costs are added, the mprgin per £100 output is low , Most of the final
margin (about £11 per calf fattened) is derived from calﬁ:subsidies. This might
appear to provide an acceptable additional income and, sincc the enterprise is-
extremely flexible and subject . .only fo the availability of buildings and labour, it
can be quickly expanded or contrasted as conditions require. If this margin can be
maintained or even improved, an exfanaing Beéf eﬁterprise'df th;s type can provide an

increasing contribution to total famm income.

Case 6 Bucket rearing pufchased calves and fdtfeﬁing

l

Fam F also like farm B has land of good cash crop and graés potential but being
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larger has more grassland available, Week oid calVés-of ﬁa:ied beef types but mainly
-:Friesién crosses are purchased at regular intervals bétwgen November and July. - The
-calveé are bucket fed on mill substitute, early weaned onto.pellets and nuts and then
kept in store condition until they are finally fattened'in yeards or off grass between
2 and 2% years old,bby which time they achieve a ﬁeight of 9% cwts. The store cattle
arc wintered mostly on hay and the feeders on hay and concentrates. This is a low
output system and, despite the rel-tively cheap feeding (mostly hoy and grazing),
food costs per unit of output are high but, with calf subsidies, a reasonable mdrgin
has been achieved. The cattle have the use of most of the grassland on the fam
(being shared only with a herd of breeding sows) but, as the output and margin per

forage acre indicate, its full potential is clearly under-utilised,

Financial Results
.Per £100 Per Forage

Output Acre (Cattle)

Output

Foods

Labour

Miscellaneous

Total Costs - R 22,99
Margin o A o . : 3,05
. Subsidies o R 21.4 S ) 5.58

Final Margin o ; i ' © 1 8.63

Comparison with other case studies clearly indicates that proflts per acre from

beef could be more than doublcd on this fam w1thouu necessarlly aaoptlng “the newer ‘

practices as on Fam D, Tho 1ess complox and tradltlonel fqttunlng of purchasea stores




_17_
as on Farm C could be profitably substituted for. the present system. A relevant point
concerning the intensity with which becf is produced on farms is the size oﬁ the total
fam income. The high cash crop écreage on this farm must clearly produce a good income

but may be a powerful disincentive to intensifying the beef enterprise.

Case 7 Fattening purchas:d stores on a cash &xyop farm

Form G is 2 medium sized cash cropping fam with a high percentage of»high value
cash crops such as potatoes and sugar beet, Maximising profit on such farms . dictates
a mayximun area under cash crops, but Trotational requirements leaves the farm with 22
per cent of the acreége fallowed or in grass. Nearly half of this is cashcd through
seeds and hay, a fow acres were fed to beef cattle as hay and the‘remainder was
either unutilised grass or Tallow. Enterprises such as beef which make use of land
and other by-products of an arable rotation are complementary to the main cagh
cronping cnter?riéos. Bzef cattle éan not iny utilise the gréss aﬁd trend strew
but also help to spread fixéd.costs over a greater total famm output. In the winter

they make use of labour which might otherwise be partinlly underemployed as well as

utilising housing which might otherwise be empty. These considerations however do

not always all apply in prédfice sincé on mahy farms particular.conditions or
vttitudes lead to vaiying résponseé. Beef fattening for example on Fam G is 1imitéa'
to the winter periodAéince summef fattening would involve cxtensive permanenf fencing,
and the size of the unit is limited b& the available housing. Sugar beet tops'

are an arable by-product and therefoge assumed to have no cost, but on this fazm.

they are ploughed in rather than carted to the cattle. Despite the compiemehtary
nature of the enterprise relatively large quantities. of purchased and home groﬁh‘

concentrates are fed and the final mergin per £100 output is therefore disappointing
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Financial Results

Per £100

Output

o

(&9

Output R 100.0
Foods ’ L6347
Labour - | - 103
liscellaneous 5.8
Total Costs . 79.8
Margin

Subsidies

Final Margin i : 2042

The cattle, purchnsed heavy Irish stores, leave a feeders margin of £33 per head

but when costs are deducted the final morgin is reduced to £7 per head. If varieble

~costs only are taken into account the gross margin becomes £10 per head. If the beef

enterprise on cash crop farms can make fuli use of the land available from the arable
totation, it can make a subétantiai and significanticontribuiion to total farm income.
Where the beef enterprisce is small, such as on fam G, and the income from it is
insigﬁificént comparad to'thdt from‘the main entgrprisc, it rust have a considefable
‘nuisanceAvélue on a‘fa;m gearcd to casﬁ»crop production and méy ﬁot feceive the
manggerial attention necgésary for complete success,
| C) BARLEY HEER
Bﬁrley Bcef appeared on the farming scene in early j961 and with the'attendant

publiéityAépread fairly rapi@ly until it reached its penk in 1963. Since then, largely
because of‘high calf prices it has‘been declining in popularity,lbut it is still

estimated thot between 6 and 10 per cent of all clean cattle slaughtered for beef are
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finished in this way. The profitnble potential of the system in its early days led,

on the one hand, to the development of a number of large scale enterprises and, on the
other hand, to a large number of farmers experinenting with onc or two bafchés of
calves br_evem‘dlder cattle; 4is profit margins tightened most: of the latter
abandoned barley Eeef but many of the fommer, often because of heavy investment in
housing and féeding arrangenents, were forced to stay in and it‘is'likely thnt the
bulk of the curvent output comes from this type of enterprise.

For many famers and especially barley growers, the systen offercd the possibility
of estéﬁlishing a profitable beef entérprise which, unlike most traditional beef
systens, cbuld be operated independently of the rest of the farming system., Tor some
farms it also offercd the possibilities of dperating on a large scale and.of developing
calf sﬁpply and marketing channels, For the larger fams it also offered a scope for
the introduction of a factory type of production through specialised housing and
mmi mechanical feeding, .For the meny fams vhich introduced it on a émall scale it
offered an alternative to traditional beef, which had often proved unprofitable; and
when operated on this séale iny required miner and inexpensive'adaptatibns to
buildingé. Mnother advantage of the system is that the bulk ¢f the costs coﬁsiét
of the calf and concentrates which, unlike mixed feeding systems, ére capable of
precise meaéurement. Costs and margins are therefore relétivcly casy to assess.,

The cattle are normally finished at about twelve months; turnover is therefore
fairly rapid and, once fully developed, it can yield a regular income over the -
year., One disadvantage, more particularly applicable to cropping farms, is that the
by-products of an arable rotation cannot be utilised and cashed through barley veef,

In Appendix Table 2 the finapcial results of six batches of Friesian steer
calves fattened on three diff-rent farms are shown. The physical inputs and output
have been valued at current prices. Since the late summer of 1966 the prices of

Tirst quality Friesian steer calves have dropped to an average of £16 per head,
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representing é reduction of £8 per head from the peak reached in 1965, This

factor together with the increase in average returns for beef indicates that calves
now being fattened should yield a margzin over food and calf cost of about £9 pér

head greater than for comparable calves fattened in 1965, The table shows this
clearly since at current costs and returns an average margin of £19 per head can be
achieved. The current prospects for those still in birley beef would therefore appear

to be good and it remains to be seen whether other farmers are being tempted once

again to try their hand at the system.,

The individual batch results indicate that the range -in costs and margins is
considerably narrower than is usual for traditionally fed beef. This is, in'fact, to
be expected because of the simplicity and rigidity of the system. ‘hat differences
‘there are arise mainly as a result of inheront differences between calves and botween
lovéds of monagement expressing themselves in variations in calf losses and feed
conversion rates. ZExcept for one animal, all the éalf losses occurred during the
rearing stage aﬁd, agrin except for one batch, feed conversion ratios on these fams
were somewhat inferior to the original results achieved by Dr. Preston's cattle at the
Rovett Institute.

Returns to Barley Growing

Since barley forms the bulk of the diet of barley beef, from the age of
about twelve weeks to slaughter, a useful comparison for barley growers‘is
‘between selling the barley direct and cashing it through barley beef. In the
. table below the results of the six batches have been amalgamated to form one

enterprise.
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Total Returns

Total gross margin of barley beef
,Vglue of Barley fed (4017 cwts.)
Total returns to barley growing
Variable costs of barley growing
(122 acres at 33 c,p.a.)

Total gross margin of barley growing

Returns ner acre

Barley yield (cuts ner acre) . 30

Acres of barley (4017 cwts)

Gross Mqrgin per acre , :
fed to barley beef ' - 52.4

Gross Margin'ﬁer acre
Barley sold direct £ 3. . 26.3 29.4

In the first part of the table the total barley beef gross margin represents
the difference between total value of sales (including calf subsidies) and total.
variable costs (calf purchases, foods and veterina:y). Uhén the value of barley fed
is added to this figure the total returns to barley growing is obtained. Gross lMargin
of barley acreage is obtained by deducting the variable costs of growing 122 acres
of barleyr(4017 cwts at 33 cuts per acre) form total returns. The second pa?t of
the table shows the comparative gross margin per acre of barley cashed through barley
beef and sold difect for three yield levels,

The results indicate that for each yield ma:gins.per acre from barley beef ave
twice those of barley sold direct. ‘The barley acreage payment has been omitted since
this is common to both. Barley beef however involves a considerable investment in

livestock and also possibly in building adaptations. On most farms however some
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housing is aveilable which may be suitable for barley beef without modification,
or with only minor expensec. An enterprise however as large as the abdve siz batches
combined would require an investment in livestock of about £4500., ILabour feﬁuirements.
are usually modest but are heaviest during the first four weeks of the rearihg périod.
From the information collected on these farms it would scem that an enterprise'of :

L=

this sizc could be»operafed with four mzn hours per diy or even less depehdiné on
the method of renring, The combined chargeé for interest on investment in livesfoék
and labour costs therefore would anount to no more than about £6 per acre éf'bariéy
fed but, as the table illustrates, this figure amounts %o only a small pzrt of the

difference in gross margins between the two methods of utilising barley.

BEEF_AND THE COMMON MARKET

Despite the current uncertainty aboul the prospect of Britain's'eﬁt;y into
the Common Market, interest in the subject still persists., It seems therefore
worthwhile to attempt =n assessment of the possible effect on the profitability'dfﬁ
certain types of bref production of the adoption by the U.K._of the Common Agricultural
Policy of thevEuropean Economic Community.

The financial results of the seven boef enterprises, as well as the average

the six batches of barley beef, discussed in this report have been calculated at

estinated Common Market prices based on the following assumptions:-

1) Thirty per cent increase in beef prices over the current U.K. returns for baef

(including deficiency paymeﬁts); A similar percentage increaSe has been assumod

in prices for store cattle and calves.

2) Purchased and homo:growﬁ cereals Have'been valucd at £30-10-0 per ton, but.prices
of other concentr:ites (mbstly protein supplenents and sﬁgar beet pulp) are assumced ‘
not to change. -

3) o change in the prices of other inputs;

4) That subsidies (calf and rearing cow) will En abolished,
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The financial results at U,K. current prices have becn rewritten 4o include -
the calf and rearing cow subsidies in the output instead of as an addition to the
mergin, This has the effect of reducing the level of individual cost items per £100
of output. The comparative results (Tables 3 qnd.4) indicate that profits from beef
would increasé on all the fams except one (Farm E). The extent of the increase
however is closely related to the. system of beef production. If Farm E is excluded,
thosc enterprises concentrating on fattening purchased store cattle (Fams c,D and @)
would derive a much greater benefit from Common Market entry than those combiniﬁg
rearing with fatteﬁing, Forms A, B'and F." In the latter case the benefit
of higher beef prices are more or less cancelled by the combined .effect of loss of
subsidies and higher feed costs, Higher cercal prices also influence the level of:.
profits according to method of beef production. In general the benefit to fettencrs

would increase as the proportion of concentrates in the feed declined, Thus the

‘highest benefit would be derived from grass fattening purchased stores, and the least

by all-concentrzte systems such as barley beef, Even so, at ‘the avernge level of
efficiency of -barley beef shown in appendix Table 2, the increase in beef prices is
..more than enough to compensate for the increase in calf and cereal prices -and ﬁafgihs
would rise by more than £2 per finished beast., The discontinuance of calf subsidies
however would drastically reduce margins. Other intensive cereal based feeding systenms,
such as thaﬁ:bn Farm E would also suffer a considerablec decline in profits,

In the long run, membership of the Common Market would very likély lead to'a
change in the structure and pattcrn of output’of'British'Agriculture. Adjustnents
howcver often take time end the likelihood is that in the short run at leaSt, certain
sections of the industry would benefit more than others. In so far as beef is
concerned this study suggests that in the short Tun, fattencrs: of purchased stores -
would benefit the most. . Intensive fatteners faced with reduced margins might consider

other alternatives to beef or, where feasible, might be tenpted to switch to the more
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extensive system of faftehing,purchased‘stores. Sinilarly. forms such as B and F, now
conbining recring with fattening and faced with only o relatively insignificont |
improvement in their pfdfits'might‘also_where feasible abandon rearing in favour of
purchased sﬁgres, Fams suéh as A, being less floxible,nigﬁt well'hnve‘to continue
with the present systém.' Store cattle WOuld therefore be in grenter demnnd and prices
night rise bj-a greater proporticn than fat cattle. This would lead to a general |
reduction in profits from fattening but would be of considerable benefit to store
cattle rearers on hill fams, .These fimms, with their fewer availoble ‘alternatives,
would suffer the most from the possible discontinuance of subsidies,

Note on the effect of Devaluation

a) Current U.K. Production

The effect éf the recent devalu~tion of the pound on the costs and returns:
of beef producers is difficult to predict. Certnin inputs, such as machinery’
speres and fuel oil, imported from couptries which have nct devaluved their currencies
are likely to increase in price, but the overall effect of thesec on costs is likely.
to be small. An increase -in the value of home grovn bdrley‘in.line with the increased
sterling price of imported feed grains could howeﬁer have a considerable effect on the
costs‘of bgcfvfafténing'espocially_on those famms feeding high concentrate rations.

On the returns side, the market price of home produced beef moy also rise in -

line with prices of imported supplics, but since the market price of beef is goveraed

by a number of factors, the oxtont of the increasc is unpredictable. At current levels
of support however, ond in the absence of :an adjustment to the ‘guaranteed price; the
benefit of any incrense in the mnrket nrice of beef is likely to accrue to the

cxchequer through lower rotes of deficiency payments, rather than to fattcners.

b) Current U.K. Production ot E.E.C. Prices

Since the cffect of devaluation is to increase the sterling value of current
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E.E.C. intcrvention prices by a sixth, the bencfit of Common Market entry to beef
producers would be greater than that already estimnted undcr pre-devaluation conditions.
This increasc would apply to both beef and cereal fecd prices but since under nny

profitable systom the value of becf produced is greater than the cost of the cereal

fed, the result would be 2 net gain. The extent of the additional gain would agoin

depend on the proportion of concentrates in the feed.




Fam B,

Fam C,

Farm D.

TFarn F,

Farm G,
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Summary of Farm Types and beef system

Upland fom - mostly gress - poorer lond

single suckling outwintercd herd - fattening

at 25 to 3 years old.

Upland Fam - mostly grass - better land

Single suckling inwintercd herd - fattening

at 2 years old,

Upland Farm - mostly grass — better land
Fattening purchased forward stores - in yords
and on grass.

Lowland Farm - Grass with arable - good land
Intensive fattening of weanling calves on arhigh
concentrate and silnge diet. Finished at 16 months,
Lowland Fam - Grass with arable - good land
Multiple suckling and intensive fettening of

purchosed calves, Finished at 15 months,

‘Lowland Farm - Grass with arable - good land

Bucket feeding and carly weaning of purchased
calves. Long store period and fattening at 2% vears
Lowland Farm - mainly cash cropping - good land

Winter Pattening heavy Irish stores in yards.




Anpendix Table 1

Financial results for seven different beef enternrises (at 1966/67 pxices)

Case No,
Fam

Output

Herd Depreciation
Fcods

Labour
Miscellaneous
Total Costs
Margin

Subsidies

Final Margin

Results per £100 output

2
B

o
o

3
C

o
b

100.0

4
D
£

100.0

5.
E

‘100.0
0.3
90.3
6.8

0.5

100.0

5.1
9.3

349

88.3

1
G

100.0
63.7
10.3

5.8
79.8

20.2




Anpendix Table 2

Barley Beef

Financial Results for six batches of calves (at 1966/67 prices)

Per finished beast

Lverage at
Average  EEC Prices

4
o . o
39 ~ (393

Batch

Calf Cost 6
Foods and Vet. to 12 weeks Te
“ 3

1.

Total Cost to 12 weeks
Foods (12 wecks to slaughter) ' T
Total Food and Calf Cost .
Returns (net of charges) § 83.1
Including calf subsidy

and Sale of culls

" Hargin
Calves purchased
Hunmber finished
Culls and Deaths Per cent
Food conversion ratio
(12 weeks %o slaughter)
Weight at slaughter 1lbs.

Foods (12 weeks to
sla ghter) cuts




Casec No.
Fam

Output

Herd Depreciation
Foods

Labour
Miscellaneous
Tétal Costs

Margin

Avppendix Table 3

Financial Results for seven different beef enterprises

at 1966/67 Prices

(Output inclusive of calf and rearing cow subsidies)

Results per £100 output

>
B




Avpendix Toble 4

Financial results for seven different beef enterprises ('l‘able 3)

At estimated Common Market Prices

Results per £100 output

Case HNo. 2
Fam B

3 4
c D

£ £
Output 100.0 100.0
Herd Depreciation 4.5

Foods 45.0

Labour 6.9

Miscellaneous : 3,2

Total Costs 53.7

. Margin : : 40.3










