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ONEIDA-MOHAWK REGION
FARM BUSINESS SUMMARY
1969

This report is a summary of the 1969 farm business records of L8 Fulton,
kimer, Montgomery, Oneida, and Schoharie County dairymen. These farmers are
perators in the Extension Service farm business management program of the
e counties. There are approximately 40 counties in New York State in which
h projects are operated im OO i i ' i t
‘nell,

g management program keep financial
Throughout the year Coaperative
closing and using their records.
ized by the Department of Agri-
held to analyze the records and

Farmers participating in the farm busines
| physical records of their farm business.
.engion Agenbs assist the farmers in keeping,
the end of each year, the records are summar
itural Feonomics at Cornell and meetings are
sdy the principles of farm business management.

nt projects is to help coop-

The primary objective of these business manageme
and thus improve their skill

~tors do a betiter job of keeping and using records,

farm managers. This report has been prepared in woerkbook form for use in a

tematic study of individual farm business operations. The 1968 data from 568
York dairy farms and the 1969 data from the 48 Oneida-Mohawk dairymen can be

_Lﬂmcw@ﬂﬁmn.

his booklet should also be useful to
the business management projects.

such as teachers of agricul-

gseful in teaching

Mhe summary and analysis presented in t
“irs in this area who are not enrclled in
"8 connected with the agriculture of the area,
“and farm credit representatives, should also find it u
g management and analyzing farm businesses.

Please note:

Seven percent (7%) was used as the interest rate charged on the average
wpital for all 1969 records. In previous years, 5% was used. This should be
;pt_in mind when comparing The lapor incomes for 1969 with those of 1968, For
zample, the averege labor DEr operator in the Cneida-Mohawk Region with the 5%
terest rate was 97,934; il 8 T% rabe had been used, it would have been $0,53%.

This summary was prepared by Clifton W. lLoomis, Department of Agricultural
sonomics, New York State College of Agriculture, in cooperation with Cooperative
wrension Agents and Specialists of the five-county Extension Services; John 3.
dams, Fulton, Montgomery and Schohsrie Counties; David L. Roy, Herkimer and



- GOOD MANAGEMENT IS BASI

How do you measure up ?

1. Have you developed a systematic
epproach to management problems?

2. Do you heve the facts on your
business?

3. Are you improving_your managerial
skills?

Steps in making a management decision :

e

1

Q-1 o

Locste the trouble spot (problem)

What 1s your objective? (goal)

Size up what you have to work with (resources)

Look for various ways to solve the problem (alternatives)
Consider 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 PATID BY N. Y. DAIRY FARMERS
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Prices are one of the important faotors affecting farm incomes. The

relationship of prices received and prices paid determines the general level
of farm incomeg. The tlended New York farm price for 3.5% milk in 1969
averaged $5.67 per hundredweight. This was oli cents higher then the average
for 1968 and $1.40 more than 1965, Cull dairy cow prices also were good in
_1969. The overall index of prices paid by New York dairy farmers continued
%o rise in 1969,

In recent years, prices of some farm inputs have risen while cthers have
- eclined. From 1965 to 1969, farm wages rose 35 percent, dairy cows rose
41 percent, while feed declined 3 percent, and fertilizer prices declined
" glightly. These differences give rise to management questiong concerning
subgtitutions.

AVERAGE YEARLY PRICES RECEIVED AND PAID BY N. Y. FARMERS, 1560-69

Slaughter Dairy Dairy Wages Prices paid
Milk cows cowsa ration per wmonth by New York
Year {cwt. ) {ewt. ) (head) (ton) with house dairymen
1960 $h4.31 $15.00 $278 $71 $210 10k
1961 4,21 14.60 260 72 213 105
19€2 L1k 1k,26 ohs 7h 218 106
1963 4.10 k.01 23k 76 221 108
1964 L.21 13.17 237 h 227 108
1965 b.o7 13.91 238 76 235 11C
.”1966.m.m . u.79m_m_.”17;35...._” _269mw“mmm._80. .m258.muwnm_._”_ll3“
1967 5,07 17.33 303 80 291, 118
1968 5.43 17.58 319 T4 306 121
196G* 5.67 19.42 336 7L 316 126

* Preliminary



PART T
SUMMARY CP THE FARM BUSINESS

The first part of this booklet is designed to enable you to summarize your
business in a systematic, orderly manner. Tt provides an opportunity to study
your physical resources, capital dnvestment, receipts, expenses and business in-
come in depth,

MANAGEMENT AND OTHER RESQURCES

We judge the manager of a business on the basis of how much net income he
can make the business produce. But the resources o manageyr has or does not have
may severely restrict his ability to produce, A farm managey with small amounts
or low quality of land, livestock, equipment, labor, and capital cannob produce
well when judged against a manager who has these resourceg in large smounts and
high quality, Therefore, knowledge of what resources are availeble and how they
are combined is fundamental to Judging management performance. Below are listed
some facts about the physical resources of this group of farms.

FARM ORGANIZATION

48 Oneida-Mohawi

Tarms, 1969 Average o
My farm Range 568 New Y
Tten T 1969 Average Iow High farms, 1
Man equivalent 2.0 1.0 7.5 2.1
Full-time hired men (11 farms)
Hired men part of vear (19 farms)
Pamily help (34 farms)
Partnerships (9 farms)
Iivestock: (Av. number)
Cows 54 23 209 58
Heifers 37 0 124 Lo
Total crop acres 1ho* 48 450 155

¥on 47 Farms



CAPITAL_INVESTMENT

Capital investment gives an indication of the capital resources available
the business manager. His abillty to borrow is ancther part of his capital
SOUTCE . i .

Management of the capital resource of a Ffarm business is becoming increas-
gly important. To measure the complete financial progress of a dairy farm,
sy to year changes in the capital structure must be congidered.

Tn this report borroved as well as owned capital is included and the end
» year inventory is used as the measure of capital investment.

FARM INVENTCRY VALUES, END OF YEAR

48 Oneida~Mohawk

forme, 1969 Average of

: : My farm Average  Ppercent 568 New York

Item 1969 per farm of total farms, 1968
schinery and equipment $ . $22,502 23 & 25,247
attle ' 22,92M 23 27,317

sultry and other livesteck Lo e

ed and supplies 7,363 8 7,638
4 and bulldings Lk, 583 W 51,733
- Total Investment - $ 97,412 100 $111,935

In meny farm businesses, poor capital efficiency is a major cause of low
i .fits. The following measures of capital efficiency will help you evaluate
Jur overall capital management.

INVESTMENT ANALYSIS

Aversge per farm

My farm L& Oneida«-lMohawk - 563 New York
TItem _ 3 1969 farms, 1969 ~ farms, 1968

dachinery and equipment per cow % : $ b1y | $  h35
Land and buildings per cow $ $ 826 $ 890
Total investment per cow | $ $ 1,80k $ 1,930
Total-investment.per man . S "__$“8>706. | $53,300
Total investment pef crop acre $ $ 686 s T2
Capital turnover® S ' yre. " 2.3 jfs. 2.5 yrs.

¥Calculated by dividing the total year end investmentrﬁy the total cash receipts
for the year. . B e



WHERE THE MONEY CAME FROM

A successful farm business requires a level of gross earnings great enough
to pay all costs, both operating and overhead, and leave a margin for the oper-

ator's labor. Here we examine the sources of and total receipts for this group
of dairy farms,

FARM RECETPTS

48 Oneida~-Mohawk

farms, 1959 Average of

My farm Average  Percent 568 New Yt

Ttem 1969 per farm of total farms, 16¢

Milk sales $ $ 37,263 87 $ 39,
Livestoek sold 3,620 8 3,91
Crop sales 463 1 3¢
Miscellaneous# 1,536 L __1,3C
TOTAL CASH RECEIPTS $ $ k2,882 100 $ Ls,08
Increase in inventory 7,017 8,16
TOTAL FARM RECEIPTS $ $ 19,899 $ 53,2k

¥Includes work off farm, conservation payments, refunds, etc.

Total cash receipts amounted to $42,882 per farm. The sale of milk, cul’
dairy cows and bob calves accounted for 95 out of every 100 dollars of cash v
ceipts in this group of specialized dairy farms.

Increases in inventory resulting from more cows, more machinery and equi
ment, additions to buildings or a better feed situation are g normal occurenc
in most "going" farm businesses and are considered as farm receipts.,  These it
could have been sold and turned into cash receipts, but instead the operator de
cided to invest this additional capital in his business. The cost of preducing
or acquiring these items is included in the farm expenses. For this group of
farms, the net increase in inventory amounted to $7,017 per farm.

SETLECTED INCOME FACTORS

Average per Ffarm

My farm 48 Oneida-Mohawk = 568 New Te

Factor , 1969 farms, 1969 farms, 19
Average price per cwt. of milk sold § $ 5.73 $ 5,5¢
Milk sales per cow $ $ 690 $ 681
Total cash receipts per man _ $ $ 21, $ 21,47¢C




WHRERE THE MONEY WENT

Some Tarmers may be able to increase prolits

by reducing costs, This re-

res a complete knowledge of whet the business expenses are, With the large
wunt of cash flowing through a farm business today it is important that the

-m operator study his espenses closely.

> how you are doing.

FARM EXPENSES

Here is an opportunity for you to

L8 Oneida-~Mohawk

srms, 1569 Average of
My farm Average Percent 568 New York
Ttem 1569 per Tarm oftoetal farms, 1968

red labor $ | $ 2,k95 10 $ 3,006

iry feed bought 8,975 37 9,459
her feed bought 1hly 1 - 259
chine hire | 189 1 287
cuck, tractor, machinery expense 1,628 7 1,605
ko expense (farm share) 236 L onT
1soline and oil ' 1,060 L 1,136
eeding fees L48 2 Lol
.ﬁﬁfinary and medicine 585 2 645
i dedry, livestock expense 1,235 5 1,745
1,626 7 1,732
5 end plants - hlk7 2 460
[‘my, other crop expense 423 2 430
dlding, fence Tepairs 1,052 b 775
Taxes, insurance 1,948 8 1,851
Tlectricity, telephone (farm ghare) . 715 3 Thi
Miscellanecus _ __9ih b 818
TOTAL, CASH OPERATING EXPENSES $ 4ol 120 100 $25,597
New machinery 4,709 6,178
New buildings, improvements 3,k29 3,301
Livestock purchased | 1,16k 1,823
Unpeid family labor SHE 218

Decrease in inventory

s -

P it

st parrore

BT



FINANCIAL SUMMARY OF THE YEAR'S BUSINESS

The pay-off in management is in net income. There are several ways of
measuring net income or profit for any business, including a farm. Large cor-
porate businesses often express profit as net income before taxes, as net in-
come after taxes, or as net income rer dollar of sales, One of the best mea-
Sures of profit for a farm business ig labor income.

FARM INCOME AND TABOR INCOME

Average per farm

My farm 48 Oneida-Mohawk 568 New Yoz
Item 1869 farms, 1959 farms, 196
Average capital investment $ $93,904 $107,854
TOTAL FARM RECEIPTS $ $49,899 $53,
TOTAL FARM EXPENSES 34,266 37,
FARM INCOME $ $15,633 $153
Interest on capital at 7% 6,573 ey
LABOR INCOME per farm $ $ 9,060 $10,
Number of operators on farms o7
IABOR INCOME per operator $ $ 7,629 $ €

#*Computed at 5% for farms in 1968,

Changes in inventories during the year are included in figuring Tarm ince
and labor income. Increases in inventories due to expanding the business are
sidered as farm receipts and decreases in inventories are included as farm exg
Interest payments and payments on debts are not inceluded in the farm expenses,

"Farm Income” is the difference between total receipts, including inventory
increases, and total expenses, including inventory decreases, but not interest pa:
Farm income is reslly the amount rrovided by the business to pay for the use of a
capital and the labor and mansgement of the operstor.

"Labor Income" is a measure used to determine the return the farm operator
ceives for his labor and mansgement. It is the amount left after paying all farm
expenses, and deducting a charge for unpsid family labor and for interest on the
capital invested. To make all farms comparable, a seven percent interest charge
on the average capital investment (average of beginning and end inventories) is ¢
ducted to get labor income. ILabor income is the measure used most commonly when
studying or comparing farm businesses.

_Even in a very efficient and profitable dairy Farm business, labor income car
Tluctuate markedly from year to year. Therefore, labor income over at least g
three~year period should be studied before definite conclusions are drawn.
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FARM CASH OPERATING INCOME AND INCOME AVAIIABLE FOR DEBT REPAYMENT

Average ver farm

My farm 8 Oneida-Mohawk 560 New York
Ttem 1969 © farms, 1969 Parms, 1968
al cash farm receipts $ $he,802 $k5,086
51 cash operating expenses | : 24,120 25,597
M CASH OPERATING INCOME $ $18,762 $19,489
egs: Pamily living expense 6, k26 | 6,275

‘ncome available for debt repayment :
and purchase of capital items $ $12,336 313,21k

7atimated at $5,400 per operator per year. (The farms in the Oneida-Mohawk
sroup had an average of 1.19 operators). SR

Farm Cash Operating Income indicates the cash available from the year's

eration of the farm business for family living, interest and debt payments, and

w capital purchases or investments, The income available for debt repayment

4 purchase of capital items is the amount provided by the business for purchase
Tew macninmery, livestock, real estate and interest and debi payments.

floth these measures help provide a picture of the "cash flow'" of the farm
iness. They are not good measures of farm "profit’.

RETURN ON INVESTMENT

Average per farm

i My farm T oneida~Monawk 560 New York
o Ttem 1969 farms, 1969 farms, 1968
‘m income % $15,633 $ 15,530
alue of operator's labor® _ 6, h26 6,275
Return on investment $ $ 9,207 & 9,255
verage capital investment b $93, 904 - $ 107,854
ate of return on capltal -9 9.8% S 8.6%

$5,500 per operator. Some farms had more Lhan one operator, Value of operator's
labor excludes privileges. : : B

Return on Investment is the average return to all capital invested in the
csrm business after a charge has been made for the value of the operator's labor.
In the sbove calculation-the operator's labor has been valued at $5,400. Fach
farmer-shou1d~use-theuvaluemwhichg_When”added_to_the value of the use of his
nouse snd other privileges; equals what he could earn at another job. -
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PART TIT
AWALYSIS ©F THE FARM BUSINESS

The key to success in farming is the averall menagement ability of the
Tarm operator. This requires that he understand clearly, and more important,
apply the basic principles of farm management in making management decisions.

This section of the report presents guidelines for using these principles
to help you analyze the profitability of your farm business. The "averages"
bresented provide useful standsrds for comparison whereby the relative strong
and wesk points and major problem areas of your buslness can be uncovered. Also
presented are figures from the sumpary and analysis of New York dairy farms in

1968 and tables showing the basic relationship of various management factors to
farm profits.

SIZE OF BUSINESS

There are some basic principles of farm management which a farm manager
should recognize and use in making business decisions and in studying his busi-
ness, .

In general, large farms pay better than small farms. Larger farms make
it possible tm uge equipment and other resources more efficiently. Further, if
each hundredweight of milk is produced at a given profit, the more milk produced,
the more profit. However, some 50 cow farms make larger incomes than others with
100 cows. This can happen when costs or other business factors are not in balanc
with the size of the farm business.

MEASURES (F SITZE OF BUSINESS

Aversge per farm

My farm L8 Oneida~Mohawk 568 New
Measures ) 1969 farms, 1969 farms,
Number of cows - ' 5l
Pounds of milk sold 650,300 715,2
Man eguivalent ' : 2.0 2.

In the following table, the 568 New York dairy farms have been sorted inte
various size groups. For each size group the average labor income per operator
ig shown. Sorting the farms in this manner shows the relationship between gize
of business and farm profits,

CCOWS PER FARM AND LABCR INCOME
568 New York Dairy Farms, 1968

Fumber - Mumber Percent ' Laber inco
of cows of Tarms of Tarms ver operaht
Less than 25 13 3 $ 3,080 -
25 - 39 126 22 6,080
40 - 5k 193 34 7,230
55 - 69 - 98 17 9,920
85 - 99 34 6 11,800
100 ~ 114 2L i 14,850
115 - 129 16 3 20,410
130 and over 12 2 19,270
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RATES OF PRODUCTION

High rates of production of both animasls and crops are very important to the
success ¢f a farm business. However, when high crop and animal ylelds are ach-
ieved without regard to costs, net income ig reduced. In general, it pays to
inerease yields up to the point where the last unit of input (such as feed or _
fertilizer) is just paid for by the increase in output due to this last unit of
input. Relatively few farmers have reached the point where the cost of an added
input into milk or crop production is equal in value to the additional output.

MEASURES OF RATES OF PRCODUCTION

Average per farm

. My farm 48 Oneida~Mohawk 563 New York
Messure 1969 farms, 1969 farms, 1968
Pounds of milk sold per cow 12,040 12,300
Tong of hay per acre ‘ : 2.8 _ 2.8

Tons of corn silage per acre 1k i

~ The relagtionship of production per cow to labor income is shown 1n the
foilowing table for the 568 New York dairy farms in 13968.

MILE SOID PER COW AND TABOR INCOME
568 New York Dairy Farms, 1068

Pounds of milk Tumber Mamber Feed bought Labor

gsold per cow of Tarms of cows per cow lncome
Under 10,000 56 55 $12h : $ 4,250
10,000 ~ 10,999 66 56 130 6,990
11,000 ~ 11,999 112 56 150 7,880
12,000 - 12,999 _ 133 60 169 . .9,67C
13,000 - 13,999 112 62 173 10,240

14,000 end over 87 58 198 11,560
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TABCR EFFICIENCY

Labor efficiency has a strong influence on the profits of any business
and ig becoming increasingly important on dairy farms. This is in part due to
a steady increase in the substitution of machinery for labor and also increased
adoption of new technology., Here we will examine several measures of labor ef-
ficiency, the most important one to dairy farmers being milk sold per man.

MEASURES OF LABOR EFFICIENCY

Average per farm

: My farm L3 Oneida-Mohawk 568 New York

Measure 1969 farms, 1069 farms, 1968
Nurber of cows per man 27 28
Pounds of milk sold per man 325,150 3k0,570

The relationship between milk sold per man and labor income is illustrated
in the table below. Clearly the effect of labor efficlency on labor income is
strong.

MIIK SOLD PER MAN AND LABCR INCOME
568 New York Dairy Farms, 1963

Pounds of milk umber Tumber Ibs. milk Labor income
s0ld per man of farms of cows per cow per operator
tnder 200,000 _ 29 L7 9,800 % 2,504
200,000 - 299,999 172 g 11,600 5,731
300,000 - 399,999 196 57 - 12,ko0 8,893
400,000 - 459,999 119 65 12,900 11,ké2

500,000 and over 52 7 13,400 16,627
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COST ANALYSIS

Keeping costs in line is one of the important factors affecting farm profits
~oday. This does not mean cutting costs to the point of reducing efficlency, but
-eeping on the lookout for unnecessary or unwise expenditures, Since feed, ma-
hinery and labor account for the lion's share of farm expenses, these cost items
hould be studied in detail.

FEED_COSTS

Feed bought is the largest single expense item on most dairy farms. The
success of a dairy farm manager depends to a large degree on his ability to pro-
vide a good feeding program for his herd at reasonable cost. Because the feeding
program includes both purchased and hemegrown feed, and both roughage and concexn-

trates, it is not easy toc locate the weak spots inm elforts to control feed costss
The items on this page all have & bearing on feed costs, and may be helpful in
planning a more efficient feeding program.

SELECTED FACTORS RELATED TO FEED COSTS

Average per farm
My farm L8 Oneida~Mohawk 568 New York

Ttem - 1969 farms, 1969 farms, 1968

Purchacsed TFeed |

Dairy feed bought $. | $ 8,975 $ 9,459

Feed bought per cow $ $ 166 $ 163

Feed bought as % of milk receipts % 2l oud,

Feed bought per cwh. of milk sold $ $ 1.38 $ 1.32
Roughage Horvested (hay eguivalent )%

Hay {tons) 231 tons 234 tons

Hay crop silage ( _tons # 3) 1 ton 12 tons

Corn silage { _tons = 3) ' 163 tons - 174 tons

Total tons. hay equivalent ; | 395 tons - 420 tons
- Tong hay eguivalent per cow 7.3 tons 7.2 tons

Other Congiderations

Total acres in creps per cow ' 2.6 acres 2.7 acres
Lime & fertilizer expense/cow $ ‘ $ 30 %, 30
Lime & fertilizer expense/crop

acre $ 3 11 $ 1L
Number of heifers per 10 cows 6.9 l6.9

#* Average of 47 farms

The above measures of harvested roughage congider only the guantity. Qual-
ity ig-also-significent and-has-a-bearing-on purchased. feed.and milk production..
Such things as overall guality, date first cutting was completed, percent legumes
in the hay, and maturity of silage should be considered in evaluating and adjust-
ing your rcughage program. ‘
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POWER AND MACHINERY COSTS
Successful farm managers have substituted power and machinery for labor to

a large degree. As this process continues, it is vitally important to rebain
control of the costs associated with owning and operating farm equipment.

POWER AND MACHINERY COSTS®

Average per farm

- My farm L5 Oneida-Mohawk 568 New York
Ttem 1559 farms, 1969 farms, 1968
Beginning inventory $ $20,841 $22,575
New machinery bought 4,709 6,178
Total | $ $25,550 428,752
End inventory B $ez,502 $25,2h7
Machinery sold 68 _ 168
Total ' $ $22,570 425,415
Deprecistion 5 $ 2,980 - $ 3,338
Inberest at 7% av. inventory 1,517 1,195%%
Gas and oil _ 1,060 1,136
Machinery repairs 1,628 1,605
Bale ties 83 80
Milk hauling 135 L35
Other machine hire 185 287
Auto expenses (farm share) 236 ol
Blectricity (farm share) 592 601,
TOTAL MACHINERY COSTS s $ 8,420 $ 8,00k
Gas tax refunds $ $ 81 $ 81
Tncome from machine work Lo 106
NET MACHINERY COST % $ 8,290 $ 8,737
Net machinery cost per cow b $ 154 $ 151
Net machinery cost per crop acre & % 58 kS 56
Net machinery cost per man $ $ L,1ks $ 4,160
Net machinery cost/ewb. milk sold $ $ 1.27 $ 1.22

% Does not include insurance, housing, or value of farm labor used in operation
or repair.

#* Computed at 5% for farms in 1968,
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LABOR AND MACHINERY COSTS

Most farm operators justify major machinery purchases as a way to save
labor and increase productivity, How well labor and machinery are combined hasg
an important bearing on farm profits.

TABOR AND POWER AND MACHINERY COSTS

Average per farm

My farm 48 Oneida-Mohawk 568 New York

Ttem 1959 farms, 1969 farms, 1968
Value of operabor's labor# $ $ 6,26 $ 6,275
Hired labor 2,495 3,006
Unpaid family labor : 8hh 2818
TOTAL IABOR COSTS $ _ $ 9,765 $ 10,099
Net power and machinery cost 8,290 8,737
TOTAL TABOR & MACHINERY COST & $ 18,055 $ 18,836
Total per cow - § $ 334 $ 325
Total per crop acre % $ 127 $ 122
Total per man $ $ 9,028 $ 8,970
Total per cwb. milk sold $ $ 2.78 $ 2.63

#Valued at $5,400 per operator. Some farms had more than one operator.
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"Farm Businegg Chart

The chart on pages 16 and 17 is a tocl for use in analyzing a dairy farm
businese. It is essentially & series of meaguring sticks combined intce one tool.

FARM BUSINESS CHART FCR FARM MANAGEMENT COOPERATCRS
568 New York Dairy Farms,¥ 1968

Size of Buéiness ' Rates of Production © Lebor Efficiency

Man No. Pounds Pounds Tons Cows Pounds
equiv- of milk milk go0ld Tons hay  corn silage per milk gold
alent cows gold per coWw - per acre per acre man per man

Lo 124k 71,545,800 15,300 4.6 21 Ly 554,600

2.8 . 86 1,075,600 1k,000 3.6 19 37 Lok, 800

2.4 69 868,800 13,400 3.2 17 34 417,600

2.2 59 736,800 13,000 3.0 16 31 379,300

2.0 53 651,500 12,600 - 2.8 15 : 29 346,000

1.8 48 587,300 12,100 2.6 1h 27 322,100

1.6 43 524,100 11,600 2.4 13 2k 298,700

1.4 4o 72,600 11,100 2.2 12 23 271,500

1.3 36 408,900 10,400 2.0 10 21 245,700

1.1 28 301,500 8,900 1.6

8 18 195,800

* These Tarms are considerably sbove the average for all farms in
New York State. For example, the median number of cows for the
568 farms was 50 compared with 36 for all farms in the State.

The Farm Business Chart is a tool which can be used in anglyzing a busi-
ness to determine the strong and weak points. The chart shows how far the
individual farm is above or below the midpoint of the 568 farms for each
factor.

The figure at the top of each column is the average of the top 10 percent
of the farms for that factor. For example, the figure .0 at the top of the
column headed '"Man equivalent" is the average man equivalent on the 10 percent
of the farms with the most men. The other Tigures in each column are the .
average for the second 10 percent, third 10 perceut, etc. The figure at the
bottom of each columm (1.1 for Man equivalent) is the average for the 10 per-
cent of the farms which ranked lowest in that factor.

Fach column of the chart is independent of the others. The farms which
are in the top 10 percent for one facter would not necessarily be the same
farms which make up the tep 10 percent for any other factor.

This chart is used in analyzing & particular dairy business by drawing a
line through the figure in each cclumn which shows where the farm being analyzed
gtands for that Tactor, This helps identify the strengths and weaknesses.
Summarize these and list them at the bottom of page 17.
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Farm Business Charit contd,

The cost control factors are rarked from low to high. For cost control
factors, the lowest cost is not necessarily the most profitable. In some
cases, the "best” might be scmewhere near the average. Many things affect
the level of these costs, and these items must be taken intoc account when
analyzing the factors.

T'ARM BUSINESS CHART FOR FARM MANWAGEMENT CCOOFERATORS
568 New York Dairy Farms, 1968

Cost Control

Teed % Feed is Feed and Machinery
bought of milk Ccrop expense cost
per Ccow receipts ver cwt., milk Der cow

$ 69 11% $1.01 $ 87

103 16 1.27 106
125 20 144 117
145 22 1.55 129
160 2L 1.65 140
173 26 1.7k 150
185 28 1.84 162
201 30 1.93 177
218 31 2,07 195
262 37 2,38 241

Based on the analyzed results shown on the business chart, list below the
strong and weak points of the business. Then identify the major problems.

STRONG POINTS: WEAK POINTS:

MAJCR PROBLEMS :

. After identifying problems, consider alternative ways of solving each
problem. Each alternative should be studied in detail. A budgeting form can
be used Tor projecting the likely results of each alternative.



FARM BUSINESS SUMMARY BY HERD SIZE
5638 New York Dairy Farms, 1968

My  Farms with less 40 to 54 55 to 69
Ttem farm  than 40 cows cow farms cow farms

Capital Investment (End of Year)

Machinery and equipment $ $15,0L9 $20,4h00  § 26,851
Livestock 15,016 21,633 28, Lo
Feed and supplies 3,607 5,835 7,938
Tand and buildings 29,274 40,289 49,013

TOTAL INVESTMENT $ $62,946 $86,247  g112,2LL
Milk sales $ $21,733 $30,939  § 40,843
Livestock sold 2,234 3,035 h,2h1
Crop sales 243 321 356
Miscellaneous receipts 719 1,070 1,272

Total Cash Receipts $ $2h 929 $35,365 ¢§ 4p,712
Increase in inventory 4,189 6,122 8,946

TCOTAL FARM RECEIPTS $ $29,118 1,487 § 55,658

Expenses

Hired labor $ $ 558 $1,587 $ 2,916
Dairy feed 5,626 7,578 10,070
Other feed 186 275 1
Machine nire 153 188 328
Machinery repair 829 1,282 1,583
Auto expense (farm share) 18k 250 24§
Gas and oil 661 9Ll 1,158
Breeding fees 256 335 k19
Veterinary and medicine 345 534 693
Other livestock expense 930 1,267 1,729
Time and fertilizer 713 1,31¢ 1,803
Seeds and plants 231 386 437
Spray and other crop expense 195 337 Lho
Land, bldg., fence repair 392 621 The
Taxes and insurance 1,047 1,450 1,786
Elec. and tel. (farm share) _ Ls7 617 726
Miscellaneous expenses 369 571 768

Total Cagh Operating Exp.  § $13,132 $19,529 426,035
Hew machinery 3,227 4,921 6,683
Wew real estate 2,007 2,544 2,961
Purchased livestock 1,045 1,344 1,967
Unpaild family labor 831 8a8 823

TOTAL FARM EXPENSES $ §20,242 $29,236 § 38,469

Financial Summary

Total Farm Receipts $ $29,118 $81,487  $ 55,658
Total Ferm Expenses 20,242 29,236 38,469

Farm Income $ $ 8,876 $12,251  $ 17,189
Interest on av. capital @ 5% 3,043 L, 259 5,389

Labor Income per Farm $ $ 5,833 $7,992 § 11,800
Number of operators 141 218 121

LABCR INCOME PER CPERATOR  § $ 5,751 $ 7,075 $ 9,557
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FARM BUSINESS SUMMARY BY HERD SIZE
568 New York Dairy Farms, 1968

My 70 to 8L 85 to 99 Farms with 100
Ttem farm cow Tarmg cow farms Cr more Ccows
Capital Investment (Fnd of Year)
Machinery and equipment $ $ 36,325  § 38,176 $ Ly ,617
Livestock 36,180 Lo 525 60,363
Feed and supplies 11,724 12,392 17,389
Land and buildings 68,346 93,203 115,641
TOTAL INVESTMENT $ $152,575  $186,226 $241,010
Receipts
Milk sales $ $ 53,053 $ 65,737 $ 85,278
Iivestock sold L, b33 6,466 8,877
Crop sales 339 901, 846
Miscellaneocus receipts 1,618 1,8k 3,092
Total Cash Receipts $ $ 59,443 § 74,908 $798,003
Tncrease in inventory 12,154 10,445 19,346
TOTAL FARM RECEIPTS $ $ 71,637 § 85,393 $117,439
Expenses
Hired labor $ $ 4,868 $ 6,626 $ 10,760
Dairy feed 12,376 14,964 19,020
Other feed 238 280 558
Machine hire 252 4563 858
Machinery repair 2,078 2,758 3,697
Auto expense {(farm share) 341 318 268
Gas and oil 1,413 1,610 2,497
Breeding fees 537 bl TOL
Veterinary and medicine 827 1,149 1,260
Other livestock expense 2,241 3,163 4,302
Iime and fertilizer 2,282 3,14k 4,603
Seeds and plants 601 733 973
Spray and other crop expense 6L6 634 1,031
Land, bldg., fence repair 1,109 1,410 1,680
Taxes and insurance 2,527 3,248 4,030
Elec. and tel. (farm share) 088 1,167 1,457
Miscellaneous expenses 1,138 1,678 1,953
Total Cagh Cperating Exp. $ $3h,460  § L4002 $ 59,6L8
New machinery 9,464 7,850 13,405
New real estate 4,671 6,097 7,017
Purchaged livestock . 1,779 2,737 4,853
Unpaid family labor 358 64 1,050
TCTAL FARM EXPENSES $ $ 50,734  § 61,Lk2C $ 85,973
Fingncial Summary
Total Farm Receipts $ $ 71,637 % 85,393 $137,439
Total Farm Expenses 50,734 61,420 85,973
Tnterest on av. capital @ 5% 7,324 9,050 11,567
Labor Income per Farm $ $ 13,579 § 14,923 $ 19,899
Number of operators 69 L5
LABOR INCOME PER OPERATOR  $ $ 10,233  $ 11,275 $ 15,678
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SELECTED BUSINESS FACTORS BY HERD SIZE
568 New York Dairy Farms, 1968

My  Farms with less LO to 54 55 to 69
Ttem farm than 40 cows cow farms cow farms
Number of farms 139 193 g8
S8ize of Business
Number of cows 33 L6 61
Pounds of milk sold 398,700 563,800 745,500
Crop acres 88 126 156
Man equivalent 1.h 1.8 2.1
Total work units 39kL 557 724
Rates of Production
Milk sold per cow 12,100 12,300 12,200
Tons hay per acre 2.5 2.6 2.8
Tong corn silage per acre 1k 14 14
Bushels of oats per acre 54 55 63
Labor Efficiency
Cows per man oL 26 29
Pounds milk sold per man 284,800 313,200 355,000
Work units per man 281 309 345
Crop acres per man 63 70 7l
Feed Cogts
Feed purchased per cow $ $170 $165 $165
Crop expense DPEr cow $ $35 Sl $45
Feed & crop expense per cow  $ $205 $209 $210
Feed cost per cwt. milk $ $1.41 $1.34 $1.35
Feed & crop expense/cwt. milk $ $1.70 $1.70 $1.72
% Feed is of milk receipts % 269, 2Ldf 259,
Hay equivalent per cow 6.5 7.1 7.3
Crop acres per cow ' 2.7 2.7 2.6
Fertilizer & lime/crop acre § $8 $10 $12
Machinery Costg
Total machinery costs $ $4,930 $7,017 $8,771
Machinery cost per cow $ $149 $153 . $1hh
Machinery cost per men $ $3,521 $3,898 $h, 177
Machinery cost per cwt. milk § 1.2k $1.24 $1.18
Machinery cost per crop acre $ $56 $56 $56
Capital Efficlency
Investment per man $ $hh, 061 $49,026 $53,450
Investment per cow $ $1.,907 $1,918 $1.840
Investment per cwt. milk sold $ $16 $16 $15
Land and buildings per cow $ $887 $376 4803
Machinery investment per cow § $L56 ghhys $iho
Return on investment % 5,6% 7.09, 9,49
Cther
Price per cwt. milk sold $ $5.45 $5.49 $5.48
Acres hay and hay crop silage 60 77 92
Acres corn silage 14 20 37




SELECTED RUSINESS FACTCRS BY HERD SIZE
568 New York Dairy Farmg, 1968

My 70 to 8k 85 to 99 Farms with 100
Ttem form cow farms cow farms or more COWs
Number of Tarms 52 34 52
Size of Business
Number of cows 76 92 126
Pounds of milk so0id 966,400 1,177,800 1,513,000
Crop acres 199 236 320
Man equivalent 2.5 2.9 3.9
Total work units 50 1,08k 1,459
Rates of Producticn
Milk scold per cow 12,700 12,800 12,000
Tons hay per acre 2.8 3.2 2.9
Tons corn silage per acre 1k 13 15
Bushels ocats per acre 61, 62 69
Labor Efficlency
Cows per man 30 32 3L
Pounds milk sold per man 386,6C0 Lo, 100 - 408,900
Work units per man 362 37k 39k
Crop acres per man L 80 81 86
Feed Costs
Feed purchased per cow $ $163 $163 $151
Crop expense per cow $ $6 $49 $52
Feed & crop expense per cow  § $209 $212 $203
Feed cost per cwt. milk $ $1.28 $1.27 $1.26
Feed & crop expense/cwt, milk $ $1..65 $1..65 $1.69
% Feed ig of milk receipts % 23% 23% 229,
Hay equivalent per cow 7.5 7.0 7.6
Crop acres per CoOw 2.6 2.6 2.5
Fertilizer & lime/crop acre § $11 $13 $ils
Machinery Costs
Total machinery costs $ - $12,215 $14, 034 $18,290
Machinery costs per cow $ $161 $153 b5
Machinery cost per man $ $4,886 $4,839 $4, 943
Machinery cost per cwbt. milk $ $1.26 $1.19 $1.21
Machinery cost per crop acre $ $61 359 C$5T
Capital Efficlency
TInvestment per man 3 $61,030 $64,216 $65,138
Investment per cow $ 42,008 $2,024 $1,973
Investment per cwt. milk sold $ $16 $16 $16
Land and buildings per cow $ $899 $1,013 $918
Machinery investment per cow § $u478 415 $378
Return on investment . % 9.0% 13.4% . 10.6%
Other
Price per cwt. milk sold % $5.49 $5.58 $5.64
Acres hay and hay crop gilage 107 120 i57
Acres corn gilage 58 62 92
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Considering a Change in the Dairy Business

Describe change:

List possible alternative changes : (use additional worksheets to analyze these
alternatives )

I.

il.

III.

Basic nature of proposed change

Present Change Future with change

NMuamber of cows
Number of youngstock
Production per cow

Labor force (man equiv.)

Bebimated forage requirements and production:

No. of cows X tons hay equivalent = tons
No. of yourgstock b's tons hay equiv./head = tons
total hay equiv. requirement ‘ tons

Allccate total hay equivalent reguirement to hay and silage productilon:

Total hay equiv. regquired = hagy tons + tons hay eguiv.
28 gilage

Tons hay equiv. as silage X 3 = tons silage
Fstimate needed crop acres and changes from present:

Proposed  Estimated  Acres Change in acres
Future crop Production Yield Needed (list as plus or minus)

Hay

Hay crop silage

Corn silage

Other forage

Grain

Additional forward planning steps and pointers

1., List new capital items associated with the change including land, buildings,
machinery and cattle. TFstimate thelr cost.

2., Rstimate changes in receipts and expenses (Part IV) considering 211 input
and production items that are affected by the change under consideration.
Adjust present figures if anticipated price changes are used 1n the budget.

3. When analyzing the effects of the proposed change, fulfillment of non-
monebary goals may be congidered.

L, More than one alternative change should be coasidered.
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TvV. Estimating changss in recelipte and expenses

Net change Tuture with
Pregent (pius or minus) change
A. Receipts
Milk sales, gross $ $ $
- Livestock sales

Crop sales
Miscellanecus receipts

Total Cash Receipts % $ $

Increase in inventery

£
STy
SEey

Total Farm Receipts

B. [IExpenses
Hired labor $ $ $

Feed bought

Machine hire

Machinery repairs

Auto expense (farm share)
Gagoline and oil

Breeding fees

Veterinary and medicine
Other livestock expensé
Lime and fertilizer
_Beeds and plants

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

Electricity, telephone
(farm share)

Miscellanecus
Total Cash Operating Exp. $ $ $
New machinery and real estate
Livegtock purchases
Unpaid family labor

Decrease in inventory

Total Farm Expenses $. $ $

C. Financial Summary
Capital Investment & : $
e FéimmRéééiptém" S 5 I B 5

Total Farm Expenses
Farm Inccme ¢ $
Interest on Capital
TABCR INCOME

)
£
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Selected Competitive Dairy Areas

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

1968 DATRY FARM BUSINESS SUMMARY DATA

Southern

Selected Factors Wew York Michigan Pennsylvania Ohio
Number of farms 568 331 76 65
Crop acres i55 275 171 178
Man equivalent 2.1 2.2 2.4 1.7
Number of heifers 40 A 36 NA
Number of cows 58 5k 55 uy
Ibs. milk scld/ farm 715,200 665,100 630,000 592,560
Ibs. milk sold/ man 340,600 302,320 262,500 348,560
Ibs. milk sold/ cow 12,300 12,320 - 11,b50 12,600
Milk sales/ cow $681 $706 3674 $643
Av. price/ cwbt. milk $5.52 $5.73 $5.88 $5.10
Purchased feed/ cow : $163 $93 $158 $1.09
Taxes/ cow $20 $18 $16 $28
Capital Investment

Land & bulldings $51,730 $ok, 4Co $L7,2.00 $56,620
Machinery & equipment $25,250 $22,500 $21,250 $16,870
livestock $27,320 $21,900 $26,850 $18,140
Feed & supplies $ 7,640 $11,9C0C $10,54%0 $ 7,720
Investment,/ man : $53,300 $68,500 $hh 058 $58,L440
Investment/ cow $ 1,930 $ 2,790 $ 1,922 $ 2,110

Financial Summary

Total farm receipts
Total farm expenses

253,2h7 849,553 $16,326 $40,328
37,717 $33,735 $33,070 $26,068
Farm income $15,530 $15,818 $13,256 $14,260
Interest at 5% $ 5,393 $ 7,535 $ 5,287 $ 4,968
$
$

10,137 $ 8,283 $ 7,569 $ 9,292
8,724 $ 7,019 $ 7,244 $ 8kt

Labor income/ farm
Labor inceme/ operator




PROGRESS OF THE FARM BUSINESS
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One phase of business analysis is that of comparing your business with that
of other farmers. Another kind of analysis is that of comparing your current
vear's business with that of previous years. This shows the progress you are
making. In planning ahead, it is helpful to set business targets or goals,

wiilch should be related to the progress you have been making.

Size of Business
‘Average number of cows

Value of milk sales $ $

G-

P
Total milk sold (cwt.)

Rate of Production
Miik sold per cow (lbs.)

Labor Efficiency
Cows per man

Cwt, milk sold per man

Prices

Price per ewb. milk B $

G-

Cogt Control

Purchasad concentrate per cow $ $ $

% purchased feed is of milk % %

%

%

Labor charge per cow $

]

Machine repairs, gas & oil/cow g

-5
S s et

Total operating expense/cow $

Capital Efficiency ‘
Total inventory wvalue $

eh
o

Total investment/cow $

Pinancial Summary
Total Farm Receipts

Total Parm Expenses

Labor Income/Cperator

S

€5 426G
L3ty

Total debt outstanding

Debt per cow ) &

_Net Worth . .

2
=

=
s e






