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“Living on a Roller Coaster” 
Production Management Strategies with 

Volatile Feed Prices 
Terry R. Smith, Ph.D. 

CEO, Dairy Strategies, LLC 

Strategy for Turbulence 
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Management Strategies and 
Volatile FEED Costs 

•  Forages 

•  Economics 

•  Environment 

•  Decision Support 

FORAGES 

•  Quality Forages – Priority #1 

•  Producing/purchasing high quality forage 

•  Managing/minimizing dry matter (DM) losses from field to 
feedbunk 

•  Allocating forage and other feed nutrients to optimize herd 
performance (production and health) 

•  60-70% dry matter intakes as high quality forage results in 
high production efficiencies 
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Monitoring Forage Dry Matter 
Hoffman, P., et. al., Univ. WI-Madison 

Monitoring Forage/Feed Quality 

Feed Economics   

•  Routinely monitoring cost and returns 

•  Minimize shrink 

•  Optimizing feed efficiencies (high quality forages + 
commodities/by-products/concentrates and additives) 

•  Grouping strategies 

•  Replacement management/acquisition strategies, herd turnover 

•  Routine evaluation of alternative feeds and formulations 
•  Cropping and purchase decisions 

•  Maintain adequate working capital 
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Feed Economics 
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Feed Economics 

•  Minimize shrink (+ 15-20+% increase in feed cost) 

•  Forages (field, transport, packing, covering, 
feeding, refusals) 

•  Commodities/grains/additives (storage, mixing, 
birds/rodents, refusals) 

Feed Efficiencies 

St. Pierre, N. 2009. Feeding $10 Corn for Fun 
and Profits. Proc. Western Dairy Conf.  
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“Cow-Jones” Index 

St. Pierre, N.,  
Ohio State U. 

Feed Value Comparisons 

Source: Hutjens, M. Univ. of IL 
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Source: DairyMetrics, DRMS, 
Raleigh, NC (>1000 cows) 

Deaths &  
Herd Turnover (Total) 

Dairy Replacements 

•  On-site and/or off-site – risks/rewards 

•  Custom raise v. Home-raise v. Sell calves/
purchase springers 

•  Sexed semen 

•  Role of pasture (U. MO - $200/heifer savings) 
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Dairy Replacements 

Sexed Semen 
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Feed Economics 
Access to Capital 

•  Access to working capital 
•  Feed production and/or acquisition 
•  Herd replacements 

•  Move by some major dairy lenders to lower 
LTV (loan-to-value) lending standards 
•  Impact of combined feed/herd LOC at: 

•  75% LTV versus 60-65% LTV 
•  Decline in asset value of herd 

Feed and the Environment 

•  Cropping and/or forage acquisition strategy 

•  Manure nutrient management 
•  Dust, odor, flies, run-off, nutrient accumulation 

(P) 

•  Forage/Feed production agreements 

•  Carbon footprint (and other measures) and 
Image 
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Environment 

From: Feedstuffs FooodLink: Rod Smith, April 25, 2011 (based on presentation: F. Mitloeher, UC-Davis) 

Environment 

From: Feedstuffs FooodLink: Rod Smith, April 25, 2011 (based on presentation: F. Mitloeher, UC-Davis) 
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Environment 

Image 
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Decision Support 
Feed Management 

•  Monitoring costs and returns – as “real-time” 
as possible 

•  Maintain flexibility with feed purchase 
decisions 

•  Develop overall business risk management 
strategy with a focus on margins 
•  Cash forward contracts, futures, options, LGM-

insurance, etc. 
•  Professional nutritionist support 

Decision Support 
Feed Management 

•  Tools (some examples): 
•  Feed Value Comparison applications: 

•  FEEDVAL (UW) 
•  SESAME (OSU) 

•  Feed inventory management 
•  FeedWatch (Valley Ag Software) 
•  EZ-Feed (DHI-Provo) 
•  TMR-Tracker (Digi-Star) 
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Decision Support 
Nutrient Management 

Summary 

•  Focus on Quality Forages 

•  Focus on Margins - Routinely evaluate alternative feed 
“buys” and feeding strategies 

•  Focus on Reducing Herd Turnover and corresponding herd 
replacement costs and evaluate alternative acquisition 
strategies 

•  Focus on implementing appropriate Decision Support 
Tools to optimize animal performance and health and 
improved returns 


