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FARM BUSINESS SUMMARY
CAYUGA, MADIGCN, CNONDAGA, AND OSWEGO COUNTIES

Farm records are used by farmers as a tool in managing their
businesses. Farm management extension programs have been built around
record projects. Records make a logical starting point for analyzing a
particular business and for studying the principles of good farm management.

Electronic farm accounting systems have been developed and are now
available in many places. The Cornell electronic system provides more
detail than is in the "Cornell Farm Account Books." Monthly reports are
made available to each cooperator which mskes it easier for him to follow
developments throughout the year. A more detailed annual summary and
analysis of the business mskes it possible to take a look at the operation
in greater depth and in turn this analysis can be used in planning for
the year shead.

The electronic farm account records for the dairy farms in Cayuga,
Madigon, Cnondaga, and Cswego Counties have been included in this report.
The individual farm figures have been combined to get group averages for
comparison purposeg. Some comparisons with records from all parts of
the Stete for 1967 are also included.

This report is orgasnized so that one can systematically summarize
and analyze a Tarm business by going page by page through the report.
Spaces are available for filling in the figures for a specific farm that
you may be studying.

This workbook can be used by an individual to study his business or
by a group as a basis for a farm management discussion program.

This summary was prepared by €. A, Bratton, Department of
Agricultural Economicsg, New York State College of Agriculiure,
in cooperation with George E. Monroe and Russell M. Cary, the
Cooperative Fxtension Agents who are responsible for the farm
management programs in the four-county ares.



GOOD MANAGEMENT IS BASIC

How do you measure up ?

1. Have you developed = systematic
approach 10 management problems?

2. Do you have the facts on your
business?

-3. Are ﬁou improving your managerial
skills?

Steps in making a management decision :

Locate the trouble spot (problem)

What is your objective? (gosl)

Size up what you have to work with (resources)

Look for various ways to solve the problem (alternatives)
Congider probable results of each way (consequences)
Compare the expected results (evaluate)

Select way best suited to your situation (decision)

Put the decision into operation (action)

"This workbook can help you &



PRICES RECEIVED AND PAID BY N. Y. DAIRY FARMERS

1957-59 = 100
120 —{120
All prices paid
110 —1110
100 0 M1k . —|100
- e
N~ — / o =T }
90 |- Teema L, g ~150
‘a\& -
\u -~ *
Slaughter cows —~°
i o i 1 | i L ] i |
1958 1960 1962 1964 1966 1968

SOURCE: U.8.D.A. Agricultural Prices

Prices are one of the important factors affecting farm incomes. The
relationghip of prices received and prices paid determines the general level
of farm incomes. The blended New York farm price for 3.5% milk in 1968
averaged $5.43 per nundredweight. Thig was 36 cents higher than the average
for 1967 and $1.16 more than 1965. Cull deiry cow prices also were relatively
geod in 1668, The overall index of prices paid by New York dairy farmerg
continued to rise in 1968.

In recent years, prices of some farm inpubts have rigen while others have
declined. From 1965 to 1968, farm wages rose 30 percent, dairy cows rose 3L
percent, while feed declined 3 percent, and fertilizer prices declined slightly.
Thege differences give rise 4o management guestions concerning substitutions.

AVERAGE YEARIY PRICES RECEIVED AND PAID BY N. Y. FARMERS, 1960-68

Slaughter Dairy Dairy Wages Priceg paid
Miik cows COWS ration rer mcnth by New York
Year (ewt. ) (cwt. ) (head ) (ton) with house dairymen
1960 $4. 31 $15.00 $278 $71 $210 1ch
1961 4,21 14,60 260 72 213 105
1962 .14 14.26 245 Th 218 106
1963 4,10 1h.01 234 76 221 108
19614 C k21 113,17 237 Th - 227 108
1965 Lot 13.91 238 76 235 110
1966 L.79 17.35 269 80 258 113
1967 5.07 17.33 303 80 291 118

* Preliminary



PART I - SUMMARY OF THE FARM BUSINESS

Part I is designed to help you systematically summarize all parts of
your business.

Physical Resources

Available resources determine what a farmer can do. Limited resources
restrict income. In analyzing a farm business, we first look at the people.
the livestock, and the land resources that were used.

IABCOR, LIVESTCCK, AND LAND RESQURCES USED
30 Cayuga, Madison, Onondaga and Oswego County Farms, 1968

Average Average 548
30 farms N. ¥. Farms
Item My farm 1968 1967
Labor (months)
Operator 14.8 13.4
Family paid .6 1.1
Family unpaid 1.3 2.7
Hired & other 10.2 5.5
Total 26.9 22.7
Man eguivalent 2.2 1.9
Livestock (number)
Cows 68 51
Heifers 45 33
Crops {acres grown)*
Hay (30) o2 79
Hay (silage) (3) 31 25
Corn (silage) (28) U5 30
Corn (grain) (16) 38 21
Oats (16) 28 21
Total Acres of Crops* 184 138

* Av. for farms reporting so acres do not add to total. Number
of farms growing is in parenthesig.

The average man equivalent of 2,2 for the 30 farms and the 1.9 for
the 548 farms indicates that the "family farm" was the prevalent size.
The amount of manpower on farms is one of the few factors that has shown
no appreciable increase over the years. '



Capital Investment

Capital is an important resource in a farm business. The end-ol-year
inventory is used as the measure of capital investmen:. The amdunts
reflect the "fair market value" or what they should bring at a well-
attended gale,

FARM INVENTCRY VALUES, JANUARY 1
30 Cayuga, Madison, Onondaga and Oswego County Farms, 1968

Average Average 548

30 farms N. Y. farms
Ttem My farm 1/1/69 1/1/68
Machinery & equipment $ $ 28,323 420,250
Iivestock 31,810 22,160
Feed & supplies 8,939 6,840
Land & buildings 60,775 h2,560
TOTAL INVESTMENT $ $129,847 $91,810

Total investment on the 30 farms averaged $130,000, but six farms.
had investments of over $200,000-and- two farms were below $50,000. The
cattle and machinery inventory was about equal to the land and buildings.

Below are some measures used in analyzing how efficiently the capital
was used;

CAPTTAL, INVESTMENT ANALYSTS

Average Averége 548
30 farms N.'¥. farms
Ttem _ My farm 1968 1967

Total investment/man $ $59,000 $48, 300
Total investment/cow $ $1,910 - $1,800
MachineyylinVEStment/cow $ $h17 $397
Land & buildings/cow $ $39h $834
Land & buildings/crop acre $

$330 ,$308
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Receints

"You've got to make a gross before you can make a net," is an old
business saying. The manager must make sire the farm business maintains
enough total receipts to cover the expenses and a reasonable return for
the operator. :

FARM RECEIPTS
30 Cayuga, Madison, Onondaga and Oswego County Farms, 1968

Average Average 548
30 Tarms N. ¥. farms
Ttem : My farm 1968 1967
Milk sales ' $ $46, 434 $32,3h47
ILivestock sales . k,390 3,283
Crop sales 1,369 133
Machinery sales 91 131
Goverrment payments 199 183
Work off farm ' 113 . 7
Custom machine work - : 75 I
Gas tax refunds : 96 93
Other 863 b7l
Total Cash Farm Receipts $ $53,630 $36,795
Increase in Inventory 6,882 7,51k
TOTAL FARM RECEIPTS % ' $60,512 $hh, 309
Av. pricefewt. milk sold $ $5. 1k $5.25
Milk sales/cow $ $683 $634

Increases in inventory are included in the farm receipts since these
items could have been sold and turned into cash and still have the same
business at the end of the year as the year was started with. The cogts
of producing or acquiring these items are included in the expenseg.

The Census of Agriculture clasgifies farms on the basis of value of
products sold. The classes and the percent of farms in that clasg in
196L are ag follows: Which class would you be in?

Class I Sales of over $40,000 - 5% of Census farms 1964
Class II ~ Sales of {20,000 -~ $40,000 - 13% of Census farms 1964
Class ITI Sales of $10,000 - $20,000 - 22% of Cengus Farms 1064
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? Controlllng expenditures is an important JOb of the mansger of any

business. The first step in this control is to know shat the expenses

are and how they compare with others in similar businesses.

FARM EXPENSES

30 Cayuga, Madison, Onondaga and Oswego County Farms, 1968

Average Average 543
3C farms K. Y. farms
Item My farm 1968 1967

~ Hired labor $ $ 4,238 $ 2,14%
Dairy concentrate ' 9,538 8,4ho
Other feed B 266 200
Machine hire 289 179
Machinery repairs ' 2,196 1,310
Auto expenge (farm share) 249 219
Gas end oil 1,523 922
Breeding fees 507 347
Veterinary and medicine 688 529
Other livestock expense 2,050 1,461
Lime and fertilizer _ 2,327 1,511
Seeds and plants 619 Lk
Bale ties 81 8L
Spray, other crop expense . Lol 280
Land, building, fence repair 1,317 - 611
Taxes - . l;MB&J- 874
Insurance 1,107 557
Electricity (farm share) 885 510
Téieﬁﬁbne (farm share) . 185 118
Rent ‘ ' 796 NA
Miscellaneous 4o8 580
Total Cash Operating Expenses $ $31,294 $21,293
New machinery kg{r 6,830 5,128
Real estate 2,168 2,867
Tivestock purchases | 2,066 1,432
Unpaid labor Loo 825

o 1ﬁventory e
TOPAL FARM EXPENSES $ 2,758 431,545




Financial Summary of Year's Business

The income from a farm business can be measured in several ways.
Five measures have been calculated in this SUmMMary.

Farm income measures the return from the bugsiness to all capital and
the operator's lazbor and management, Farm income is the difference between
total receipts, including increase in inventory, and total expenses, in-
cluding decrease in inveuntory but excluding interest payments.

TABOR INCOME
30 Cayuga, Madison, Onondags and Oswego County Farms, 1968
Average Average 5L8
' 30 farms N. Y. farms
Ttem My farm 1968 1967
Total farm receipts - $ | $60,512 i, 309
Total farm expenses . ko,758 31,542
FARM INCOME $ $17,754 $12,764
Interest on av. capital @ 5% 6,320 _b,hoe
' lsbor Income per Farm $ $11,434 $ 8,362
Number of operators 37 610
LABOR INCCME PER OPERATOR $ $ 9,271 $ 7,511

Labor income is the return to the farm operator for his labor and
management. This is the measure most commonly used when studying or
comparing farm businegsses. To get the labor income, a five percent
interest charge on all capital is subtracted from the farm income.
(Interest paid on debts is not ineluded in the farm expenses.) The
interest charge reflects what the operator could earn if this money were
invested somewhere else. (An opportunity cost.) ‘

The average labor income per operator for the 30 farms was $9,271,
but the range was from mimus $3,100 to $31,000. The distribution is
shown below:

Labor income Number [arms

Minus
0 - $4,999
$5:OOO - $9s 999
$10,000 - $1lt,999
$15,000 - $19,999
$20,000 or more

NF\)OOI:\HI\)

If one wishes to compare the labor income of the farm operator with
the earnings of a non-farm worker, the cash value of the house and other
pbrivileges provided by the farm business must be added to the labor income.



FARM CASH FILOW
30 Cayuga, Madison, Onondsga and Oswego County Farms, 1968

Avera-e Average 548
30 farms N. Y. farms
Ttem My farm 1968 1567

Total cash receipts $ $53,630 $36,795
Total cash operating expense 31,294 21,293
NET FARM CASH FLOW $ $22,336 $15,502
Family cash living expenses¥ 6,660 6,011
Cash for other uses $ $15,676 $ 9,491

* Estimated at $5,400 per operator per year

Farm cash flow reflects the cash available from the year'’s operation
of the farm business for family living, interest and debt payments, and
new capital purchases or investments. A family mey have had additional
cash available if some member of the family had a non-farm income, or if
money were inherited or borrowed,

Rate of return on investment is calculated by deducting a charge
for the operator's labor from the "farm income.” This is then divided
by the average investment for the year to determine the rate of return
on invéstment. In the above calculation, $5,400 has been used 8s the
value of the operator's labor. No charge has been deducted for manage—
ment." This would be included in the return on investment.

RATE CF RETURN ON INVESTMERNT
30 Cayuga, Madison, Cnondaga and Oswego County Farms, 1968

Average Average 543
30 Tarms N, Y. farms
Ttem My farm 1968 1967

Farm income $ $17,754 - $12,76k
Value of operator's labor¥ 6,660 6,011
Return on investment $ $11,00h $ 6,753
Average capital investment $ ' $126,406 $88,050
RATE OF RETURN ON INVESTMENT % 8.8% 7. 7%

* $5,400 per operator, Some farms had more than one operaibr.
Value of operator's labor excludes privileges.



10

The manager of a business aims to combine the resources in such a
way that they will give a good income. In doing this, he mekes use of
the known farm business management Principles. However, once a business
is operating, the manager must keep close watch for l-eks in the operation.
He con do this by analyzing the operation on the basis of the important
business factors.

On the pages that follow, you cen examine several business factors
for your operation.

Size of Business

In general, large farms pay better than small farms. Large farms
benefit from "economics of scsle” - a basic econcmic principle. For
example, investments in machinery can be used more efficiently on larger
operations. The large farm also has more units on which to make a profit,
thus making use of the "multiplier effect™ giscussed in genersal economic
principles. This multiplier effect, however, operates on losses as well
as profits, so large farms do not always pay better,

Below are some common measures of size used in analyzing dairy farm
businesses.

MEASURES OF SIZE OF BUSINESS
30 Cayuga, Madison, Onondega and Oswego County Farms, 1968

Average Average 548
30 farms N. ¥. farms
Measure My farm 1968 1967
Number of cows 68 51
Pounds of milk sold 853,900 616,600
Man equivalent ' 2.2 1.9
Total work units 789 594

In the table below, the 548 New York farms are sorted into various
size groups and the labor income is shown for esch gize.

CO4S PER FARM AND LABCR TINCOME
548 N. Y. Dairy Farms, 1967

Number of cows Number of farms Labor income/operator
Less than 25 22 $3,560
25 - 39 176 $5,350
4o - 54 170 $7,380
55 - 69 104 $8,800
70 - 84 38 $11,020
85 - 99 11 $11,790

100 and more 27 $13,360
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Rates of Production

Good production per animal and per acre are important factors affecting
farm incomes. However, these high rates of production must be obtained
at reagonable costs. Below are some measures used i analyzing dairy farms.

MEASURES OF RATES OF PRODUCTION
30 Cayuga, Madison, Onondaga and Oswego County Farms, 1968

Average Average 548
: 30 farms N. Y. farms
- Measure My farm 1968 1967
Ibs. of milk sold/cow 12,600 12,100
Tons of hay/acre 3.0 2.6
Tons of corn silage/acre 1k 17
Bushels of oats/acre 67 50

Pounds of milk sold per cow is the measure used most frequently in
examining rates of production. Good crop yields are important in keeping
costs under control. The range in milk sold per cow was from 9,700 to
15,5007and corn silage from 5 to 28 tons per acre. -

The relationship of pounds of milk sold per cow and labor income is
shown below., It will be noted that high rates of production paid in all
sizergroups. Also, the large farms had a higher percent of the farms
with the higher rates of production.

MITIK SOLD PER CCOW AND LABCR INCOME
5h8 Wew York Dairy Farms, 1967

114 farms with 252 farms with 182 farms with

Pounds legs than 35 cows 35-5)4 cows 55 cows and. over

milk sold Percent Labor Percent Labor Percent Labor
Der cow of farms income of farms income of farms income

‘Less than 10,000 15 $2,588 12 $h,325 10 $ 8,818
10,000 - 10,999 - 18 4,311 13 5,399 9 6,636
11,000 - 11,999 25 5,246 23 6,085 23 9,141
12,000 - 12,999 20 4,773 18 7,285 20 10,831
13,000 - 13,999 11 5,347 19 7,838 24 11,418

14,000 & over 11 6,687 15 9,814 14 12,375
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Iebor Efficiency

A farmer is marketing his labor and that of those working for hin.
Since the return is based on the amount of Product sold, he must keep
alert to the efficiency of labor as measured in output or accomplishments.
Labor efficiency is closely correlated with labor income. Below are
common measures of labor efficiency.

MEASURES OF LABOR EFFICIENCY
30 Cayuga, Madison, Onondaga and Oswego County Farms, 1968

Average Average 548
30 farms N. ¥. farms
Measure My farm 1968 1967
Lbs. of milk sold/man ' 388, 100% 324,500
Number of cows/man 31 - 27
Work units/man 359 313
Crop acres/man Bl 66

* Average test 3.6%

Pounds of milk sold per man is the most commonly used measure of
labor efficiency on dairy farms. The average for the 30 farms was 388,000

pounds Per man. This ranged from 189,000 to 580,000. Some accomplish
much more than others. :

The relationship of pounds of milk sold Per man and labor income for
three size groups in 1967 is shown below. A Positive relationship is
shown for all three herd sizes. The large herds had the largest spread

in income between the low output Per man and the high output as measured
in pounds of milk per man.

MIIK SOLD PER MAN AND LABOR INCOME
548 New York Dairy Ferms, 1967

11k farms with 252 farms with 182 farms with

Pounds legs than 35 cows 35-54 cows 55 cows and over
milk gold Percent Labor Percent ILabor Percent Labor
ber man of farms income of farms income of farms income
Under 200,000 2k $3,073 5 $3,521 2§ k33
200,000 - 259,999 L9 b, 745 37 5,647 16 7,561
300,000 - 399,999 25 6,235 35 7,291 53 9,370

400,000 and over 2 6,499 23 9,000 29 13,513
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Cost Control

Farm expenses on dairy farms take about 70 percent of the gross
receipts. The total expenses per cow average about $600. On the 548
farms in:-1967, the group spent an average of about $85 per day. These
51l point: toward the importance of good expense or crst control.

R s B U
EE P

Feed Costs

Feed is the number one cost item on most dairy farms. It is for
this reason that feed costs are examined first in the cost control
section. WNumerous factors enter into the feed cost control. Study the
table below:

ITEMS RELATED TO FEED CCBTS .
30 Cayuga, Madison, Unondege and Oswego County Faims, 1968

Averzsge  Average 548
30 farms N. Y. farms

Ttem My farm 1968 1967
Peed Expense L |
Dairy feed purchased $ $9,538 8,440
Feed purchased
asg % of milk receipts % 21% 26%

Feed purchased .

per cwt. of milk sold $ $1.12 $1.37
Feed purchased per cow $ $1ko $165
Crop expense per COW i $50 $45
Total feed & crop expense per CoW $190 $210
Potal feed & crop expense '
per cwt, of milk sold $ $1.51 $1.74
Roughage Harvested (hay equivalent) _ o
Hay (tons) : 276 182
Corn silage (tons + 3) 198 136
. Hay crop silage (tons + 2 or 3)¥ 8 - 13
Total tons hay equivalent k82 331
Tons hay equivalent per cow 7-1 6.5
Other Congiderationg
Acres in crops per cow 2.7 2.5
Lime and fertilizer expense/cow $ $3 $3
Lime and fertilizer expense
per ercp acre $ $13 e
Number of heifers per ten cows 6.6 6.5

¥ Depending on moisture content of silage



14

Power and Machinery Costs

The trend has been to substitute machinery for labor on dairy farms.
This increases the importance of analyzing the power and machinery costs.
Net power and machinery costs usually accounts for about one-fifth of the
total farm expenses., Below are some measures used in analyzing machinery

costs,

- POWER AND MACHINERY CosTs* _ o
30 Cayuga, Medison, Cnondaga and Oswego County Farms, 1968

Average Average 548
30 farms N. Y. farms
Item My farm 1868 1967
Beginning inventory $ $25,296 $17,808
New machinery purchased 6,830 5,128
Total (Wo. 1) $ $32,126 $22,936
End inventory $ $28,323 $20,251
Machinery sold 91 131
Total (No. 2) $ $28, 41k $20, 382
Depreciation (Total No. 1
minus Total No. 2) $ $ 3,712 $ 2,554
interest @ 5% on av. inventory 1,341 952
Gas and oil 1,523 922
Machinery repairs 2,196 1,310
Bale ties 81 8k
Milk hauling 28 L2l
Machine hire 389 179
Auto expense (farm share) 2ho 219
Electricity (farm share) 885 510
Total power
and machinery cost $ $10, 404 $ 7,154
Less:
Gas tax refund $ $96 $93
Income from machine work _T5 g7
171 130
NET POWER
AND MACHINERY COST $ $10,233 $ 6,064
Net machinery cogt:
per cow $ $150 $137
ber crop acre $ $56 $56
ver cwt, milk sold $ $1.20 $1.13
per man $ 34,651 $3,665

* Does not include insurance,
operation or repair

housing or value of labor used in
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Lebor and Machinery Costs

The primary justification given for more mechanization is to reduce
1lsbor cogsts. However, if a machine is added without expanding size or
reducing the labor force, costs will be increased. "labor and machinery
cost! provides a measure of the efficiency of the operator's machinery
and labor combination.

LABCR AND MACHINERY COSTS
30 Cayuga, Madison, Onondaga and Oswego County Farms, 1968

Average Average 548
30 farms #., Y. farms
Ttem My farm 1968 1967
Labor cost:
Value of operator's labor¥ $ $ 6,660 $ 6,011
Hired labor 4,238 2,1k7
Unpaid family labor ‘ Loo 825
Potal labor cost $ $11,298 $ 8,983
Net power and machinery coig 10,233 6,964
(p. 1
TOLAL LABOR AND MACHINERY COST § $21,531 $15, 947
Tabor cost:
per cow $ $166 $176
per cwb. milk sold $ $1.32 $1.46
Labor and machinery cost:
per cow $ $317 $313
per ewt. milk sold $ $2.52 $2.59

¥ Valued at 95,000 per operator. Some farms had more than
one operator.

Wage rates paid for hired labor is a factor affecting total labor
costs. Tor the 548 farms, the average labor expense per month of hired
labor was calculated for the farms hiring three months or more of labor
(295 farms). The farms were sorted on the bagis of the labor expeunse
per month. In general, the farms paying higher wages sold more pounds
of milk per man and had higher labor incomes.

IABCR EXPENSE PER MONTH OF HIRED LABCR AND LABOR INCCME
295 New York Dairy Farms, 1967

isbor expense  Number Months Number Milk sold Labor
per month of farms hired of cows per man (1bs.) incone
Less than $200 Lo 8 L3 286,400 $ 7,938
$200 - $249 52 9 54 324,500 8,160
$250 - $299 52 12 62 330,500 8,%00
$300 -~ $349 lite] 312 66 349,000 - 9,016
$350 - $399 46 13 61 333,300 8,431

$400 & over 5l 15 Th 382,800 10,721
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FARM BUSINESS CHART #OR FARM MANAGEMENT COCPERATORS
548 Wew York Tairy Farms,* 1967

2ize of Business Rates of Producticn Labor Bfficiency
No. Pounds Pounds Tons Tons Cows Poundg
of milk milk sold hay corn silage per mllk sold
COWS sold per cow per acre rer acre man per man
1c5 1,269,200 15,300 T 25 43 531,700
70 900, 700 14,000 3.3 21 © 35 428,900
59 739,600 13,300 3.0 20 32 - 385,600
5k 653,300 12,900 2.8 18 29 357,800
48 582,400 12,500 2.5 17 27 334,400
L 530,400 11,900 2.3 16 26 313,400
40 L&7,600 11,500 2.1 - 15 .- 288,200
36 L21,500 11,000 1.9 14 P2 260,100
32 361,500 10,200 1.4 12 20 228 koo
25 262,600 8,500 8 9 17 179,500

* These farms are considerably above the average for all farms in New York State. TFor
example, the average number of cows for the 548 farms wes 46 compared with 38 for
all farms in the State.

The Farm Business Chart is a tool which can be used in analyzing & business to
determine the strong and weak peints. The chart shows how far the individual farm is
above or below the average of the 548 farms for each factor.

The figure at the top of each colwmn is the average of the top ten percent of the
farms for that factor. TFor example, the figure 105 at the top of the column headed
"Ne. of Cows" is the average number of cows on the +en percent of the farms with the
most cows. The other figures in each column are the average for the second ten percent
third ten percent, etc. The Tigure at the bottom of each column (25 for No. of Cows)
is the average for the ten percent of the farms which ranked lowest in that factor,

4

Each column of the chaert is independent of the othars. The farms which are in the
top ten percent for one factor would nos necessarily be-the same farms which meke up
the top ten percent for any other factor. S

This chart is used in analyzing a particular dairy business by drawing a line
through the figure in each column which shows where the farm being analyzed stands
for thet factor. This helps identify the strengths and weaknesses. Summarize these
and list them at the bottom of page 17.
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COST CONTROL FACTORS

The cost control factors are ranked from low to high. For cost control factors,
the lowest cost is not necessarily the most profitable. In some cases, the "best"
night be somewhere near the average. Mary things affect the level of these costs,
ond these items must be taken into account when analyzing the factors.

Cost Control :
Feed 7, Feed is Feed and Machinery

bought cf milk crop expense coatd
per cow receipts per cwb. milk Per cow
$ 75 ' 13% $1.07 § 82
110 18 1.32 96
128 21 1.46 109
143 23 1.58 118
157 25 1.68 129
173 27 1.79 141
187 29 1.90 150
204 32 1.99 162
225 3 2.12 180
260 39 2.37 217
Factors Affecting Feed Cost: Factors Related to Machinery Costg:
tons hay equivalent per cow amcunt of machinery
quality of forage use made of machinery
ratio of cows to heifers gubstitution of machinery for labor
1bs. milk sold per cow new vs. 0ld machinery
gquantity of home grown grain mechanical gkill of cperator

average price of milk

STRONG AND WEAK POINTS

After analyzing the business and determining changes to be considered, each
pogsible change should be studied in detail. The work sheet or budgeting form
found on pages 22 and 23 can be used for projecting the likely results of each
alternative.

STRONG POINTS:

WEAX POTINTS
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FARM BUSINESS SUMMARY BY HERD ST4E
548 New York Dairy Farms, 1967

My Farms with less 25 to 39 LO to 54
Ttem farm than 25 cows cow farms cow Tarmg

Capital Investment (end of year)

Machinery and eguipment $ $ 7,0L3 $13,981 $18,627
Livestock 8,141 1k, 23k 19,749
Feed and supplies 2,560 4,178 5,964
Land and buildings 20,075 25,878 36,695
TOTAL INVESTMENT $ $37,819 $58,271 $81,035
Receipts
Milk sales $ $12,511 $20, b6k $28,963
Livestock sold B 1,283 2,154 2,932
Crop sales 67 117 155
Miscellaneous receipts 413 756 840
Total Cash Receipts $ $1h, 274 $23,491 $32,890
Increase in inventory 1,912 4,012 6,004
TOTAL RECETPTS $ $16,186 $27,503 $38, 89k
Expenszes
Hired labor $ $ 189 $ 572 $ 1,397
Dairy feed 3 3 352 5 3 593 73 558
Other feed 65 159 189
Machine hire . : o8 115 189
Machinery vepair Li26 847 1,130
Auto expense (farm share) 165 177 236
Gas and oil 469 691 828
Breeding fees - 156 2hs 312
Veterinary and medicine 2h3 338 L8l
Other livestock expense 482 870 1,181
Lime and fertilizer 457, 855 1,316
Seeds and plants 134 2hs 385
Spray and other crop expense 95 227 313
Land, bldg., fence repair 178 428 484
Taxes and ingurance 663 931 1,288
Elec. and tel. (farm chare) 293 Lso 558
Migcellaneous expenses 151 345 551,
Total Cash Operating Fxp. & , $ 7,610 $13,088 $18,399
New machinery 1,908 3,401 4,379
Wew real estate . 210 1,105 2,282
Purchased livestock 380 802 1,207
Unpaid family labor 675 836 888
TOTAL FARM EXPENSES $ $10,783 $19,322 $27,155
Financial Sumary '
Total Farm Receipts $ - $16,186 $27,503 $38,89L
Total Farm Expenses 10,783 19,322 27,155
Farm Income $ $ 5,403 $ 8,181 411,739
Interest on av. capital @ 5% 1.843 2,813 3,902
Labor Income per Farm $ $ 3,560 $ 5,368 $ 7,837
Number of operators 20 169 194
LABCR INCOME PER OPERATCR  § $ 3,560 $ 5,337 $ 7,191




19

FARM BUSINESS SUMMARY BY HERD STZL
548 New York Dairy Farms, 1967
My 55 %o 69 70 to 8F Farms with 85
Ttem farm cow Tarms cow farmsg o©Or more COWS
Capital Investment (end of year)
Machinery and eguipment $ 24,315 § 28,152 $ L1,815
Livestock 26,994 34,251 48,451
Feed and supplies 7,973 10,922 16,886
Land and buildings L9, 347 66,075 108,0L8
TOTAL INVESTMENT & $108,629  $139,400- $215,200
Receipts
Miilk gsales & $ 38,862 ¢ 51,00k $ 71,Lk52
Iivestock sold 3,625 L, 57k 8,33k
Crop sales 152 153 60
Miscellaneous receipts 1,369 1,400 2,098
Total Cash Receipts $ § 4,008 $ 57,131 $ 81,94k
Tnerease in inventory 10,167 11,066 21,171
TCTAL RECEIFTS § § 5L, 175  $ 68,197 $103,115
EXpenses
Hired labor $ $ 2,661 § 5,he2 $ 8,421
Dairy feed 9,971 13,218 18,058
Other feed 251 149 Lok
Machine hire 231 261 022
Machinery repair 1,464 2,040 3,3h2
fubo expense (farm ghare) 210 255 328
Gag and oil L 1,033 1,365 1,798
Breeding fees 438 526 619
Veterinary and medicine o 618 918 1,063
Other livestock expense 1,809 2,L17 3,811
Iime and fertilizer 1,808 2,261 4,130
Seedg and plants 511 ° 532 1,018
Spray and other crop expense 493 575 762
Tand, bldg., fence repair 824 893 1,325
Taxes and insurance 1,603 2,251 3,263
Elec. and tel. (farm share) - 733 952 1,251
Miscellaneous expenses 62k 1,175 1,199
Total Cash Operating Exp. $ § 05,282 § 35,210 $ 50,99k
New mechinery 6,911 6,593 10,827
New real estate L, 05k 4,205 9,693
Purchased livestock 1,676 1,947 4,358
Unpaid family labor 8kt 608 731
TOTAL FARM EXPENSES $ § 38,770 § 48,563 § 76,643
Financial Summery
Total Parm Receipts $ $ 54,175 $ 68,197 $103,115
Total Farm Fxpenses 38,770 48,563 76,643
Farm Income B § 15,405 § 19,634 $ 26,h72
Interest on av. capital @ 5% 5,177 6,693 10,231
 Tebor Income per Farm $ §10,228 § 12,941  § 16,241
TABCR INCOME PER CPERATCR $ $ 8,481 $ 10,300 $ 12,107
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SELECTED BUSINESS FACTCRS BY HERD SIZE

548 New York Dairy Farms, 1967

My Farms with less 25 to 39 L0 to 54
Ttem farm than 25 cows cow farms cow Tarms
Number of farms 20 168 178
Size of Businesggs
Number of cows 21 33 h&
Pounds of milk sold 241,700 395,600 558,800
Crop acres 57 92 121
Men equivalent 1.2 1.4 1.7
Total work units 245 hoi s5Liy
Rates of Production
Milk scld per cow 11,500 12,000 12,100
Tong hay per acre 2.4 2.3 2.5
Tons corn silage per acre 15 1 1h
Bushels of ocats per acre 5L HES Lhg
Labor Bfficiency
Cows per man 18 2L 27
Pounds milk sold per man 201,k00 282,600 328,700
Work units per man 20k 286 320
Crop acres per man 48 66 71
Feed Costs
Feed purchased per cow $ $ 160 $ 169 $ 164
Crop expense per cow $ $ 32 $ 4o $ Ly
Feed & crop expense per cow  § $ 102 $ 209 $  2c8
Feed cost per cwt. milk $ $ 1.39 $ 1.41 $ 1.35
Feed & crop expense/cwt. milk $ $ 1.67 $ 1.75 $ 1.71
% Feed is of milk receipts % 29% 279% 26%
Hay equivalent per cow 6.3 .5 6.7
Crop acres per cow 2.7 2.8 2.6
Fertilizer & lime/crop acre  § $ 8 $ 9 $ 11
Machinery Costs
Total machinery costs $ $ 2,905 $ 4,861 $ 6,133
Machinery cost per cow $ $ 138 $ 1h7 $ 133
Machinery cost per man $ $ 2,k21 $ 3,472 $ 3,608
Machinery cost per cwt. milk ¢ $ 1.20 $ 1.23 $ 1.10
Machinery cost per crop acre § - $ 51 $ 53 $ 51
Capital Efficiency
Investment per man $ $31,516 $41, 622 $L7,668
Investment per cow $ $ 1.801 $ 1,766 $ 1,762
Investment per cwb. milk sold $ $ 16 $ 15 15
Land and buildings per cow $ $ 956 $ 784 $ 798
Machinery investment per cow § ' $ 335 $ Lok $  Los
Return on investment % -- L. 79 7.2%
Other
Price per cwt. milk sold $ $ 5.18 $ s5.17 $ 5.18
Acres hay and hay crop silage 43 Ge 73
Acres corn silage 6 ik 23




SELECTED BUSINESS FACTORS BY HERD SI1ZE
548 NWew York Dairy Farms, 1967

My 55 to 60 70 to 8% Farms with 85
Ttem farm cow farms cow farms Or more Cows
Number of farms 102 39 b
8ize of Business
Number of cows 60 77 112
Pounds of milk gold ' 743,200 glg9,600 1,323,700
Crop acres 134 197 220
Man equivalent 2.1 2.7 3.h
Total work units 689 90 1,20k
Rateg of Production
Milk sold per cow 12,400 12,300 11,800
Tons hay per acre 2.8 2.6 3.0
Tons corh silage per acre 17 16 18
Bushels oats per acre 55 52 Lo
Tabor Efficiency
Cows per man 29 29 33
Pounds milk soid per man - 353,500 351,700 389,300
Work units per man 328 335 366
Crop acres per man ' 6l 73 65
- Feed Costs
Feed purchased per cow $ $ 166 $ 172 $ 161
Crop expense per cow $ $ Ly $ . ub $ 53
Feed & crop expense per cow  $ $ 213 $ 216 $ 214
Feed cost per cwt. milk $ $ 1.34 $ 1.39 $ 1.36
Feed & crop expense/cwh. milk $ $ 1.72 $ 1.75 $ 1.81
% Feed is of milk receipts 9, 26% 269, 259
Bey equivalent per cow 6.3 7.0 6.1
Crop acres per cow 2.2 2.6 2.9
Tertilizer & lime/crop acre § $ 13 $ 11 $ 19
Machinery Cogts
Total machinery costs $ $ 8,2kl $10,750 $1k, 377
Machinery costs per cow $ $ 137 $ 1o $ 128
Machinery cost per man $ $ 3,926 $ 3,99 $ k229
Machinery cost per cwt. milk $ $ 1.11 $ 1.1k $ 1.09
Machinery cost per crop acre § $ 62 $ 55 $ 65
Capitsl Efficiency
Tnvestment per man $ $51,728 $51,630 $63,294
ITnvestment per cow $ $ 1,810 $ 1,810 $ 1,921
Tnvestment per cwt. milk sold § $ 15 $ 15 $ 16
Land and buildings per cow $ § 822 $ 858 $ 965
Machinery investment per cow $ $ Los $ 366 $ 373
Return on investment % 8.2% 9.2% 8.9%
Other .
Price per cwt. milk sold $ $ 5.23 $ 5.37 $ 5.0
Acres hay and hay crop silage 79 109 125

Acres corn silage 28 b7 55
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Degeribe change:

Considering a Change in the Dairy Business

List possible alternative changes (use additional worksheets to analyze these

alternatives)

I.

II.

IIT.

Bagic nature of proposed change

Present Change Future with change

Number of cows
Number of youngstock
Production per cow

Labor force (man equiv.)

Egtimated forage requirements and production:

No. of cows X tons hay ecuivalent = tons
No. of youngstock X tons hay equiv./head = tons
total hay equiv. requirement tons

Allocate total hay equivalent reguirement o hay and silage production:

Total hay equiv. required = hay tong + tons hay equiv.
as silage

Tons hay equiv. as silage X 3 = tons gilage

Estimate needed crop acres and changes from present:

Proposed  FEstimated  Acres Change in acres
Future crop Production Yield Needed (iist as plus or minus )
Hay
Hay crop silage
Corn gilage

Other fcrage

Grain

Additional forward planning steps and pointers

1. Tist new capital items associated with the change including land, buildings,
machinery and cattle. Estimate their cost.

2. PBstimate changes in receipts and expenses {(Part IV) considering all input
and production items that are affected by the change under consideration.
Adjust present figures if anticipated price changes are used in the budget.

3. When analyzing the effects of the provosed change, fulfillment of non-
monetary goals may be considered. :

L. More than one alternative change should be congidered,
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Tv. Fstimating changes in receipts and expenses

Net change Tuture with
Pregent (plus or minus) change
A, TReceipts
Milk sales, gross $ $ %

Tivestock sales
Crop sales

Migcellaneous receipts

Total Cash Receipts

Tnerease in inventory

Totael Farm Recelpts

=

B, Expenses
Uired labor

Feed bought

L

Machine hire

Machinery repalrs

Auto expense (famm share)
Gasoline and oil
Breeding fees

Veterinary and medicine
Other livestock expense
iime and fertilizer

Seeds and plants

Spray, other crop expense
Land, building, fence exXpense
Taxes, insurance

Tlectricity, telephone
(farm share)

Migeellanecus

Total Cash Operating Exp.

£
\-@3—

New machinery and veal esgtate
Iivestock purchases
Unpaid family labor
Decrease in inventory
Total Farm Expenses $ $ &

¢, Tinancial Summary
Capital Tnvestment

| rotel Faem Receipts b $
Total Farm Expenses e L
Farm Income . § m
Tnterest on Capital
TABOR THCOME 5
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Selected Competitive Dairy Aveas

A good manager aims to know how his business gtande in relation to hig
competition both at home and in other dairy areas. The table below bresentsg
data from four states. These data were taken from reports on farm businegs
management projects similar to the ones in New York. Some measures have been
adjusted so that they are comparable for the four states.

1967 DATRY FARM BUSTNESS SUMMARY DATA

Southern

Selected Factors Hew York Michigan Vermont Commecticut
Humber of farms 548 290 127 25
Crop acrag 138 259 A A
Man equivalent 1.9 2.2 2.0 2.1
Number of heiferes 33 A 35 it}
Number of cows 51 54 53 66
Ibs. milk sold/ farm 616,600 657,6L0 608,560 811,40
Lbs. milk s0ld/ man 324,500 298,930 304,300 386,400
Ibs. milk sold/ cow 12,100 12,180 11,480 © 12,290
Milk sales/ cow $635 $670 $635 $736
Av. price/ cwt. milk $5.25 $5.50 $5.53 $5.99
Purchased feed/ cow $165 $96 $150 $228
Taxes/ cow $17 $17 NA A
Capital Invegtment

Land & buildings $k2, 560 $87,c00 $46, 540 $66,360
Machinery & equipment $20,250 $23,400 - $13,L4o $17,760
Livestock $22,160 $21,400 $20,020 826,770
Feed & supplies $ 6,840 $11,000 $ 5,890 $ 8,420
Investment/ man $48,320 $6L,910 $42, 9ko $56,820
Investment/ cow $ 1,8c0 $ 2,640 $ 1,620 $ 1,810
Financial Summary

Total farm receipts $hli, 309 $45, 002 $42,810 $51, 49k
Total farm expenses $31,545 $31,112 $32,322 $37,712
Farm income $12,764 $13,890 $10,488 $13,782
Interest at 5% $ 4, ko2 $ 7,140 $ L, 0oL $ 5,966
Labor income/ farm $ 8,362 $ 6,750 $ 6,194 $ 7,816

Labor income/ operator $ 7,511 ¢ 6,193 $ 5,631 - $ 6,513
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Family Living Expenditures

Family living expenses have firat claim on farm income. In any farm
bugsiness financial planning, it is important that the family living
expenses be considered.

The 1967 family living expenditures for 99 Michigan farm families
are reported velow. These families were cooperstors in the Michigan
electronic farm accounting program. These data give an indication of
the living expenses for some farm families. The total living expenses
of individusl femilies varied from $2,766 to $16,429. The high family
nad education expenses of $4,051.

FARM FAMILY LIVING EXPENDITURES
99 Michigan Farm Families, 1967

s Average of Percent

Expenditure ' My family 99 families of total
Food $ ' $1,626 22
Housing ‘ ‘ 1,449 ; ig
Transportatibn - 793 _ 10
Personal insurance 778 1w
(lothing o 628 8
Medical care 557 7
Gifts and contributions L88 7
Personal taxes 362 -5
Recreation ‘ 255" 3
Education 255 3
Personal care - 84 1
Miscellaneous L 277 5
TOTAL LIVING EXPENSES $ $7,552 100

SOURCE: Michigan State University Agricultural Economics Report No. 106

Thege 99 families had an average of 5.6 persons per family. The
‘average age of the husband was 42 and the wife 39.

The various living expense items are affected considerably by the
number of family mewbers, their ages, health, and interests, and the
educational requirements of the children. A family must consider these
factors when evaluating their expenditures or in making estimates of the
_amount. of money to include for family diving. =
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PROGRESS OF THE FARM BUSINESS

One phase of business analysis is that of comparing your business with that
of other farmers, Ancther kind of analysis is that of comparing your current
Year's business with that of previous years. Thisg shows the progress ¥you are
making, In Plamning shead, it is helpful to set business targets or goals,
which should be related +o the progress you have been making.

The monthly business analysis page of your December electronic report will
give you a number of the factors for 1967 and 1968. You will need to refer to
earlier records for the 1966 dats.

1969

1966 1967 1968 Target
Size of Bugsiness . “
Average number of cowg
Value of milk sales $ $ $ $
Total milk sold (cwt,)

Rate of Production o
Milk"soId per cow (ibs. )

Lebor Efficiency
Cows per man
Cwt, milk sold per man

Prices
Price per cwt. milk

&
5
-
Rl

Cost Control
Purchased concentrate per cow
% purchased feed is of milk
Lakor charge per cow
Machine repairs, gas & oil/cow
Totsl operating expense/cow

% %

2

s
CA-EH-ER L5
ER-E-EH L5

| theatr e

Capital Efficiency
Total inventory value
Total investment/cow

.
€565~
L5
~£--CA-

Financial Summary
Total Farm Receipts
Total Farm Expenses
Labor Income/Operator

Potal debt outstanding
Debt per cow

i e

Net Worth

F  €5-Er LA Late
B €o€s . Lo-taEn
I I -

A




