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Evaluation of an Investment in the Livestock Sector II – Evaluation of Milking Robot Implementation Using Risk Management Methods
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This article is the fourth element of a research started in 2021. In this paper, the author seeks the answer to the question that the introduction of the milking robot technology can be considered feasible for Kócsag Ltd. in addition to the refinement of the existing model and application of more advanced, risk-assessing investment appraisal methods.

Given the situation of the domestic dairy sector, the indispensable nature of innovation in the sector cannot be disputed, which is a major challenge for dairy companies, given the scale of the investments required and the specificities of the returns. At the same time, the introduction of automated milking robots can remove the ongoing operational uncertainty while greatly increasing production efficiency, and therefore the transition to robotic milking could be crucial for the long-term sustainability of dairy cattle breeding.

Following the clarification of the theoretical framework and the development of the database, the first step was to recalculate the discount rate, which, thanks to the revised methodology, resulted in a truly adequate discount rate.

Scenario analysis has shown that inaccurate estimation of the impacts of the investment can have disastrous consequences for the company in extreme cases. Subsequently, the sensitivity analysis and the profit threshold analysis showed that the project's profitability is mainly sensitive to changes in the revenue from the sale of milk produced and the cost of feed. It is therefore of crucial importance to estimate as accurately as possible the expected effects on the evolution of these production factors.
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