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1969 DAIRY FARM BUSINESS SUMMARY
Columbia County

This report is a summary of the 1969 farm business records of 23 dairy
farms in Columbia County. This project is sponsored by the Cooperative Ex-
tension Association of Columbia County in cooperation with the Department
of Agricultural Economics at Cornell University. There are approximately
4O counties in New York State participating in similar projects.

The primary objective of thase busiriess management projects is to
help and encourage farmers 4o do a better job of keeping and using rec-
ords. Sound mansgement decisions are based on good records and the
ability to use them. This report has been prepared in workbook form
- for use in a systematic sbtudy of individual farm business operations.
It includes 1968 data from 568 Wew York dsiry farms and 1969 data from
the 23 Columbia County dairy farms to be used for comparison.

The summary and analysis presented in this workbook should be use-
ful to all dairy farmers, teachers of agriculture, farm credit represen-
tatives, and others connected with farming in the Columbia County area.

The data presented here represents an average of the farm businesses

included in the farm management projects. The data does not represent
an average of all the dairy farms in the region or state.
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capital for all 1960 records. In previous years, 5% was used. In=
terest charged represents the "opportunity cost” of capital or the
rate of return that farm capital could earn if invested in its best
x &lternative use. The seven percent interest rate has been used in
« the comparisons on pages 9 and 1k. Tables containing only 1968
4 data have interest caleulated at five percent.

*
%
*
x Seven percent was used as the interest rate charged on the average
*
£
®
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This summary was prepared by Stuart F. Swmith, Departument of Agricultural
Economics, New York State College of Agriculture, in cooperation with
William M. Barry, Cooperative Extension Agent, Columbia County.



'GOOD MANAGEMENT IS BASIC

How do you measure up ?

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

2. Do you have the facts on your
business? : .

skills?

3, Afe*§ou improﬁiﬁg'your_mahagerial

Steps in making a management decision :

1. Locate the trouble spot'(prdblem)
2. Whet is your objective? (goal)

3. ©Size up what you have to work with (resources)

4. Look for various ways to solve the problem (alternatives)
5. Consider probable results of each way (consequences)

6. Compare the expected results (evaluate) o

7. Select way best suited to your situation (decision)

8. Put the decision into operation {zction)

This workbook can help you &



FRICES RECEIVED AND PAID BY

N. Y. DAIRY FARMERS
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Prices are one of the important factors affecting farm incomes. The
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AVERAGE YRARLY PRICES RECEIVED AND PAID BY N. Y. FARMERS, 1960-69

Slaughter Dairy Dairy Wages Prices paid
Milk cows COWS ration per month by New York
Year (ewt. ) {owt.) (nead ) (ton) with house dairymen

1560 $l.31 $15.00 $278 $71L $210- 10k
1961 h.21 14.60 260 72 213 105
1962 b1k 14,26 2hs 7h 218 106
1963 k.10 1k, 05 234 76 221 108
1964 iy, 21 13.17 237 7h 227 108
1965 h.27 13.91 238 76 235 110
1966 7O 17235 269 80 258 113
1967 5.07 17.33 3O3HWM_. _WBOM o m._”29lmm.. 118
1968 5.43 17.58 319 7h 306 121
196G* 5.67 19.42 336 7 216 126
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PART T
SUMMARY OF THE FARM BUSINESS

The first part of this booklet is designed to enable you to summarize
your business in a systematic, orderly manner. It provides an opportunity
to study your physical resources, capltal investwment, receipts, and expenses.

This is the first step to be taken in the study and analysis of your farm
business,

PHYSTCAL RESCURCES

Knowledge of what resources are employed and how they are combined is
fundamental to sound business planning. This includes both the physical and
financial resources of the business. Below are listed the physical resour-
ces of this group of Columbis County dsiry farms.

FARM ORGANIZATION

Average of 23 Columbia County Farms, 1969
Ttem 568 New York Range
Farms, 1968 My Farm Average Low High
Labor:
Man eguivalent 2.1 2.3 .2 g.2
Full-time hired man (13 farms)
Hired Men part of year ( 5 farms)
Family Help ( 9 farme)
Partnership ( 8 farms)
Livestock: (Ave. No.)
Cows 58 89 L3 278
Heifers Lo 54 0 226
Crops: (Acres Grown)¥
Hay 86 (kon) 107 (e2)* 0 200
Hay crop silage%® 27 (112) 75 { 1)* 0 75
Corn for silage k1 (L4s2) 89 (23)% 25 290
Corn for grain 30  (205) b7 (12)% 0 1ho
Oats for grain . 25  (252) 27  (10)* 0 Ol
Other crops NA, e - il o
Total crop acres 155  (560) 240 ok 520

* Avevage for farms reporting only. Sum of crop acres will not equal tobal.
Number of farms that reported each crop is in parenthesis.

¥¥% On some farms, hay crop silage was reported as part of the hay crop.



CAPITAL TNVESTMENT

Management of the capital resource of & Tarm business is becoming in-
creasingly important. To measure the complete financial progress of a daixry
farm, year to year changes in the capital structure must be considered.

Tn this report borrowed as well as owned capital is included and the
end-of-year farm inventory is used as the measure of capital investment.

FARM INVENTORY VALUES, End of Year

23 Columbia County

Average of Farms, 1969
Item 568 New York My Farm —Average Percent
Farms, 1968 Per Farm of Total
Mechinery and Egquipment $25,2h7 $ $ bo,791 20
Cattle 27,317 43,955 21
Poultry —— - -
Other Livestock - e 4 -
Feed and Supplies 7,638 1k, 52k
TLand and Buildings 15,733 . 109,133 52
Total Investment 111,935 $  $e08,ho7 100

In many farm businesses, poor capital efficiency is a major cause of
low profits. The following measures of capital efficiency will help you
evaluabe your overall capital management. ‘

INVESTMENT ANALYSIS

_ Average of Average of 23
Ttem 568 New York My Farm Columbia County
a o ' Farms, 1968 " Famms, 1969

Machinery and Equipment / cow $ b35 & $  Us8
Land and Buildings / cow $ 892 $ $ 1,339
Total Investment / cow - $1,93¢ $ $ 2,342
Total Investment / man $53,302 $ $63,154
Total Investment / crop acre’ $ 722 $ $ 837
Real Estabe Tnvestment /crop acre §$ 33k $ $ k38
Capital Turnover¥® 2.5 years ___yrs. 2.5 years

% Calculated by dividing the total year end Ilnvestment by the total cash '
receipts for tho year. -




WHERE THE MONEY CAME FROM

A successful farm business reguires a level of gross earnings great
enough to pay all costs, both operating and overhead, and. leave a margin for

the operator's labor. Here we examine the sources of receipts for this group
of dairy famms.

FARM RECEIPTS

23 Columbia County Farms,

Average of - S : 1969
Ltem 568 New York My Farm = Average -~ Percent
Faxms, 1968 Per Farm of Total
Milk Sales $39,477 % _ $rh,120 90
Livestock Sold 3,915 o 6,225 8
Crop Sales | 3934 R o 537 | -
Miscellaneous® 1,301 L 1,446 .2
TOLAL CASH RECEIPTS $hs5,086 $ $82,328 . 100
Increase in Inventory 8,161 12,731
TOTAL FARM RECEIPTS  $53,247 $ $95,059

* -
Tneludes work off farm, conservation payments, refunds, ete.

Increases in inventory resulting from more cows, more machinery and
equipment, additions to bulldings or a better feed situation are a normal
occurrence in most "going” farm businesses and are considered as farm re-
ceipts. These items could have been sold and turned into cash receipts, bub
instead the operator decided to javest this additional capital in his business,

The cost of producing or acquiring these items nowmally is included in the
famm expenses,

The incresse in inventory on these farmg was made up of the Ffollowing:
Equipment + $3,793, Livestock + $3,126, Land snd Buildings + $1,406, Feed
and Supply + $ﬂ}h06; For this group of 23 Columbia County dairy famms, the
change in inventory ranged from -3806 to +$52,046. : '

SELECTED INCOME FACTORS

- Average of 23 Columbia County
- Ttem 568 New York My Farm Farms, 1969
- Farms, 1968 o -
Average price/cwt. of milk sold $ 5.52 $ $ 6.61
Milk Sales per cow - $ 681 $ - $ 833

Total cash receipts per man $21,b70

e ety

g2k, ol8




WHEERE THE MONEY WENT

_ Some farmers may be able to increase profits by reducing costs. This
requires a complete knowledge of what the business expenses are. With the
large amount of cash flowing through a farm huginess today it is important
that the farm operator study his expenses closely. Here 1is an opportunity
for you to see how you're dcing.

FARM EXPENSES

23 Columbia County

Ttem . | Average of Farms, 1960
. 568 New York My Farm Average Percent
Farms, 1968 Per Farm of Total
Hired labor $ 3,006 8§ $ 9,383 17
Dairy feed bought 9,h59 17,095 32
Other feed bought (includes hay) 259 _ 773
Machine hire - 287 656
Truck, tractor, mechinery exp. 1,605 ' 3,372
Auto expense (farm share) b 221 -
Gasoline and oil 1,136 1,677 3
Breeding fees Lol 699 1
Veberinary and medicine 6hs5 _ 1,129 c
Other dairy, livestock exp. 1,745 L, ol7 9
Lime and fertilizer 1,732 3,557 l
Seeds and plants 460 1,025 2
Spray, other crop expense 430 968 2
Building, fence expense 775 1,378 3
Taxes, insurance 1,851 3,486 T
Electricity, telephone Thl 1,193 2
{faym share)

Miscellaneous | _ 818 2,813 _5

TOTAT, CASH OPERATING FXPENSES $25,597 $ $5k,372 100
New machinery 6,178 9,231
New buildings, improvements 3,301 2,025
Livestock purchased. 1,823 4,605
Unpeid family labor 818 28
Decrease in inventory ——— -

e POTAT FARM EXPENSES $379717 . $ e e $703h81 e e




FINANCIAL SUMMARY OF THE YEAR'S RUSTINESS

There are several ways of measuring the returns from a farm business.
These measures have been developed for specific purposes. The measure se~
lected at any one time will depend on the purpsse for which it is to be used.

Three measures are used here. The FTirst "Farm Cash Operating Income."

The second, "Labor Income,” is a measure of the returns to the operator for
his labor and management. The last sne is “Return on Investment."

FARM CASH CPERATING INCOME

: Average of Average of 23
Ttem 568 New York My Farm Columbia County
: Farms, 1968 Faxms, 1969
Total Cash Receipts 5,086 & $82,328
Total Cash Operating Hxp. -25,507 - ~54,372
FARM CASH OPERATING INCOME $19,489 - $27,956
Less: TFamily Living Fxpenses* =~ 6,275 - - 1513

Amount Available for debt Payments

and purchase of capital items. $13,214L $ $20, 143

* Estimated cash living expenses @ $5,400 per operator. The 568 New York
farms average 1.1 operators per farm and the 23 Columbia County farms
averaged 1.l operators per farm.

"Farm Cash Operating Income" is the amount of money availsble from the
farm business for family living, debt payments, and purchases of new capital
items such as equipment, real estate, and livestock.

The “cash flow” of a farm business is important to the overator and
his family in planning for capital purchases, debt payments and living
expenses. However, the above measures are not good indicators of the profit-
ability of your farm business. This is because you may increase the amount
of cash available during the Year by selling off or uysing up some of your
farm property or, more. likely, you decrease the amount of cash available
by investing more dollars in your business during the year. Iabor Tncome
is a much better measure of what the business did for you during the year.




TABOR INCCME

Average of Average of 23
Ttem 568 New York My Farm Columbia County

’ Farms, 1968 Farms, 1969

Average Capitel Investment  $107,855 $ $202,0k2

TOPAL FARM RECEIPTS. $53,247 o $95,059
TOTAL FARM EXPENSES 37,717 - -70,461
PARM INCOME $15,530 $ $ak, 578
Tnterest on capital @ 7% - 7,550 . . -14,143
LABOR THCOME per farm $ 7,980 & $10,435
Nunber of operators &60 o 32
TABOR INCOME/operator . $ 6,868 $ $ 7,500

“Iabor Tncome" is a measure used to detexrmine the return the farm op-
erator receives for his labor and management. It is the amount left after
paying all farm expenses, and deducting charges for unpaid family labor and
for interest on all of the capital invested in the farm business. Iabor

Income is the measure most commonly used when studying or comparing farm
businesgses.

Interest payrents and payments on debts are not included in the farm
expenses. To make all farms comparable, & seven percent interest charge on
the average capital investment {average of beginning and end inventories)
ig deducted in calculating Labor Income.

Tn addition to Labor Income, the family has "farm privileges" such

as the use of a house and farm produced food, These items may amount ©o
$1000 or more per year. ' '

RETURN ON INVESTMENT

Average of Average of 23
Ttem 568 New York My Farm Columbia County
Farms, 1968 Farms, 1969
Farm Income $15,530 $ $2l, 578
Value of Operstor's Labor¥ - 6,275 - - 7,513
Return on Investment $ 9,255 $ $17,065
Rate of Return on Cepital 8.6% % 8.4

% $5,h00 per year. There were 32 operators on the 23 Columbia County
dairy farms. ‘

S akirn R Trvestment™ ig caleulated by deducting from-the "farm in-
come" a charge for the operator's labor. This return is then divided by

the average capltal investment for the year to arrive at the rate of return
on investment.
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PART IX
ANALYSIS OF THE FARM BUSINESS

A farmer's success depends on the resources available to him and his
ability to manage the use of these resources. He must understand and dpply
basic principles of fam management, '

Faim menagement studies indicate that certain business factors are re-
lated to labor income. Four important factors are size of business, labor
efficiency, rates of production, and cost control. The averages presented
here are not intended to represent what is ‘best, " They are to help you see
how your farm business compares with those of a group of your competitors.

SIZE OF BUSINESS

In geneval, large farms pay better than small farms. ILarger farms make
1t possible to use equipment and other items of production more efficiently.
However, some 40 cow farms make larger incomes than others with 100 cows.
This can happen when other factors are not in baleance with size of business.

- MEASURES OF SIZE OF BUSTINESS

Aversge Per Farm

Item My Farm 23 Columbia County 568 New York
Farms, 1969 Farms, 1968
Nunber of cows | - 89 | 58
Pounds of milk sold 1,120,500 915,200
Man Eguivalent _ 3.3 2.1
Total Work Units : 1,034 602

In the following table, the New York dairy farms have been sorted into
varicus size grouns. For each sgize group the average labor income per oper-
ator is shown. Sorting the farms in this manner shows the relationship be-
tween size of business and labor income.

CCWS PER FARM AND LAROR TNCOME
568 New York Dairy Farms, 1968

Number of Number of Percent of Labor Income
Cows Farms Farms Per Cperator
Under 25 13 3 $ 3,080
25 - 39 126 22 6,080
4o - 5k 193 3k 7,230
55 .- 69 g8 17 9,920
70 - 84 52 9 10,400
85 -99 34 6 11,800
100 and over 24 4 14,850
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RATES CF PRODUCTTION

High rates of production of both animals and crops are very important
to the success of a farm business. However, when high crop and animal
yields are achieved without regard to costs, net income is reduced, In
general, it pays to increase vields up to the point where the lagt unit
of input {such as feed or fertilizer) is just paid for by the increase
in output due to this last unit of inpub. '

MEASURES OF RATES OF PRODUCTION

Average Per Tarm

Tten My Farm B3 Oolumbia County - 500 New Toxk
Farms, 1969 Farms, 1968
Pounds of milk sold / cow 12,600 12,300
Tons of hay / acre ' 2,6 2.8
Tons of corn silage / acre ik 1k
B@shels of oats / acre e 5h 61
Bughels of corn grain [ acre _ 6l 71

The relationship of production per cow €0 labor income on three sizes
of Tayme is shovn in the following teble for 568 New York dairy farms in

1968, :

MITK SOLD PER CCW AND LABOR INCOME
568 New York Dalry Farms, 1968

‘Pounds . Number Percend Ave. Number of Labor
Milk Sold of of - Cows on

Pey Cow Parms Farms These Farms - Income®
Tess than 10,000 58 10 55 $ 4,250
10,000 - 10,999 66 12 56 - 6,990
11,000 ~ 11,999 112 20 56 7,880
12,000 - 12,999 133 23 60 9,670
13,000 ~ 13,999 112 20 &2 10,240
14,000 & Over 87 15 58 - 11,560

% Iabor income reported in this table and bables on pages 10, 12 and 15
wae caleulated using the old 5% interest rate.



LABCR EFFECIENCY

Labor is one of the limiting resources on many dairy. farms. Efficient
use of labor tends to add to the profitability of a famm business. The pro-
ductivity of labor can be increased by use of modern equipment and buildings
However, one must be careful not to invest in equipment or buildings that
add little to broductivity in relation to their cost.

MEASURES OF LABOR EFFICTENCY

Average Per Farm

Item My Farm 23 Columbia County 568 New York
Farms, 1969 Farms, 1968
Womber of cows / man 27 28
Pounds of milk sold / man | 339,500 340,600
Work Units / man ) 313 330

The relationship between millk Sold per man and labor inceme. iz illug-
trated in the table below,

MILX SOLD PER MAN AND LABOR INCOME
568 Wew York Dairy Farms, 1968

Pounds of Number Number Tbs. Milk Iabor Income
Miik Sold Per . of _ of Per Pex
Man Farms Cows - Cow Cperator
Under 200,000 - 29 7 9,800 $ 2,50k
200,000 - 259,999 172 ho 11,600 - 5,731
300,000 ~ 399,999 196 ' 57 12,400 8,893
400,000 - k99,999 119 .65 - 12,900 C11,hee

500,000 aad Cver 52 .87 13,400 16,627
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COST CONTROL

Obtaining high production at reasonable cost is one of the keys to a
profitable farm business. The exact level of production items to be used
to obbain the greatest net return is difficult to determine. The averages
presented here may help you find scme of the weaknesses in the cost struc-
ture on your fTarm.

FEED COSTS

Feed bought i1s the largest single expense item on most dairy farms.
The success of a dairy farm manager depends to a large degree on his abil-
ity to provide a good feeding program Tor his herd at reasonable cost.
Because the feeding program includes both purchased and homegrown feed,
and both roughage and concentrates, it is not easy to locate the weak

spots in efforts to control feed costs. The items on this page all have
a bearing on feed costs, and may be helpful in planning a more efficient
feeding program.

SELECTED FACTORS RELATED TO FEED COSTS

' Average Per Farm
Item My Farm 23 Columbia Co. 568 New York
‘ ' ' Fayms, 1969 Farms, 1968

Purchased Feed

Dairy feed bought $ $l75095 $9,L59
Feed bought per cow $ 192 163
Feed bought as percent
of milk receipts % 23% k%
Feed bought per cwb.
of milk sold $ $ 1.53 $ 1.32
Roughsge Harvested {(hay equiv.) | _
Hoy (tons) 269 tons 234 tons
Hay crop silage ( tons 2 3) 7 tons 12 tons
Corn silage (__ tons + 3) 416 tons 174 tons
Total tons hay equivalent 692 tons L20 tons
Tons hay equiv. per cow 7.8 tons 7.2 tons

Other Considerations

Total acres in crops/cow 2.8 acres 2.7 acres
- Lime & fertilizer exp./cow $ $ ho $ 30
Lime & fertilizer expense
per crop acre R $ i $ 11

Heifer number as percent
of cow numbers . % 61% 6%

The above measures of harvested roughége consider only the guantity. Guad-
ity is also significant and has a bearing on purchased feed and milk producticn.
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FARM POWER _AND MACHINERY COSTS

én today's dairy farms, power and machinery costs account for a large
part of the total costs. For this group of farms, power and machinery costs

were 23 percent of the total farm expenses.

POWER AND MACHINERY COSTS*

Aversge Per Famm

Iten My Farm 23 Columbia Co. 568 New York
Farms, 1969 Farms, 1968
Beginning Inventory $36,998 $22,575
New machinery bought 9,231 6,178
Total $ $46,229 $28,753
End Inventory $h0,791 $05, 247
Machinery sold 264 168
Total $ gh1,055 $25,415
Depreciation $ $ 5,174 $ 3,338
Depreciation $ $ 5,174 $ 3,338
Interest at 7% ave. inven. 2,723 1,67k
Gas and oil 1,677 1,136
Machinery and repairs 3,372 1,605
Bale ties 73 8o
Milk hauling 2,186 L35
Other machine hire 656 287
Auto expense (farm share) 221 ah7
Electricity (farm share) 1,025 610
TOTAL MACHINERY COSTS $ $17,107 $ 9,403
Gas tax refunds ' $ 32 $ 81
Income from machine work 83 106
Total | - - 115 - 187
NET MACHINERY COSTS $ $16,992 $ 9,216
Net machinery cost/cow $ $ 191 $ 159
Net machinery cost/crop acre $ $ €8 & 59
Wet machinery cost/man - $ $ 5,1k9 $ 4,389
Net machinery cost/cwt. milk sold  § $ 1.52 $ 1.29

3

e N L3 L)
Does not include insurance, housing, or farm labor in repalrs.
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IABOR AND MACHTINERY COSTS

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

LABCR AND POWER AND MACHINERY COSTS

Average Per Farm

Ttem My Farm 23 Columbia Co. 568 New York

Farms, 1969 Farms, 1968
Value of operator’'s labor $ $ 7,513 $ 6,275
Hired labor 9,383 3,006
Unpaid family labor 2h8 818
TOTAL LABOR COSTS $ 17,140 $10,099
Net power and machinery cost 16,992 9,216
TOTAL LABOR & MACHINERY COST & $34,136 $19,315
Total per cow $ $ 36k $ 333
Total per crop acre $ $ 137 $ 125
Total per man $ $10, 344 $ 9,198
Total per cwt. milk sold $ $ 3.05 § 2.70

The following table shows the relationship of machinery costs to
labor income on the 568 dairy fams in 1968,

MACHTNERY COST PER COW AND LABOR INCOME
568 New York Dairy Farms, 1968

Machinery Cost Number of Percent of Labor Income

Per Cow Farms Farms Per Operator
$225 & over 33 6 $ 4,800
200 - 224 37 6 6,869
175 - 199 78 1L 8,467
150 - 17k 109 19 9,476
125 - 149 129 23 9,084
100 - 124 125 22 ' 8,897
75 - 99 48 8 11,74k

Less than 375 9 2 8,490




16

Farm Buginess Chart

The chart on pages 16 and'l? ig a tool for use in anslyzing a dalry farm
buginess. It is essentidlly a series of measuring sticks combined inte one tool.

FARM BUSINESS CHART FOR FARM MANAGEMENT ‘COOPFRATCRS
568 Neéw York Dairy Farms,% 1968

Size of Business Rateg of Production lLabor Efficiency

Man Mo, Pounds Pounds Tong Cows Pounds
eguiv- of © omilk milk sold Tong hay  corn gilage per milk sold
alent cows sold per cow per acre per acre - man per man

e 12l 1,545,800 15,300 k.6 21 Ly 554,600

2.8 86 1,075,600  1%,000 3.6 19 37 Lel, 800
2.4 69 868,800 13,400 3.2 17 o34 Lit,ée00

2.2 59 736,800 13,000 3.0 16 31 379,30C

2.0 53 £51,500 12,600 2.8 15 - : 29 346,000

1.8 L8 - 587,300 12,100 2.6 14 - 27 322,100

1.6 L3 524,100 11,600 2.4 13 2h 298,700

1.4 Lo Y72,600 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 farms are considerably sbove The average for all farms in
TNew York State. TFor example, the median number of cows for the
568 farms was 50 compared with 36 for all farms in the Stabe,

The Farm Business Chart is a tool which can be used in analyzing 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 ig the average of the top 10 percent
of the farms for that factor. For example, the figure 4,0 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 figures in each column are the
average for the second 10 percent, third 10 percent, etc. The figure at the
bottom of' each column (l.l for Man equivalent) is the average for the 10 per-
cent of the farms which ranked lowest in that factor.

Each codumn of the chart is independent of the others. The farms which
are in the top 10 percent for one facter would not necesgsrily be the same
farms which meke up the top 10 percent for any other factor.

This chart ig 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 that factor. This helps identify the strengths and weaknesses.
Summarize these and 1ist them at the bottom of page 17.
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Farm Business Chart conhd.

The cost control factors are ranked from low tc high. ¥or cost contrel
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 cogts, and these items must be taken into account when
analyzing the factors.

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

Cogt Control

Feed % Feed is Feed and Machinery
hought of milk crop expense cost
per cow receipts per cwhb. milk Ter cow

$ 69 119 $1.01 $ 87

103 16 1.27 106
125 20 1.0k 117
145 22 1.55 129
160 2l 1.65 140
173 26 1.74 150
185 28 1.8k 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 sclving each

“iroblem. Each alternative should be studied in detail. — A budgeting Torm wanm T

be used for projecting the likely results of each alternative.
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FARM BUSTNESS SUMMARY BY HERD SIZE
568 Wew York Dairy Farms, 1968

My — Farms with less 40 to 54 55 to 69
Ttenm farm  than 4O cows cow farms cow farms

Copital Investment (End of Year)

Machinery and equipment $ $15,0k0 $20,400  $ 26,851
Livestock 15,016 21,633 28,442
Feed and supplies 3,607 5,835 7,938
Land and buildings 29,274 40,289 49,013

TOTAL INVESTMENT $ $62, 06 $88,24h7  $112,24L

Receipts ‘

Milk sales $ \ £01,733 $30,939  $ 40,843
Livestock sold : 2,234 3,035 4,2k,
Crop sales 2h3 321 356
Miscellanecus receipts 719 1,070 1,272

Total Cash Receipts $ $2L 909 $35,365  § 46,712
Increase in inventory 4,189 6,122 8,946

TCTAL FARM RECEIPTS $ $29,118 $41,487  $ 55,658

Expenses

Hired labor $ $ 558 $ 1,587 § 2,916
Dairy feed 5,626 7,578 10,070
Cther feed 186 275 141
Machine hire 153 188 328
Machinery repair 829 1,282 - 1,583
Auto expense {farm share) 184 250 2L6
Gas and oil €61 o1 1,158
Breeding fees 256 335 419
Veterinary and medicine 345 534 693
Other livestock expense 930 1,267 1,729
Iime and fertilizer 713 1,31C 1,803
Seeds and plants 231 386 L87
Spray and other crop expense 195 337 LLo
Land, bldg., fence repair 392 - 621 The
Taxes and insurance 1,047 1,450 1,786
Elee. and tel. (farm share) 457 617 726
Miscellaneous expenses 369 571 768

Total Cagh Operating Exp. § $13,132 $19,529 $26,035
New machinery 3,227 L ge1 6,683
New real estate 2,007 2,54k 2,961
Purchased livestock 1,045 1,30k 1,967
Unpaid family labor 831 898 823

TCTAL FARM EXPENSES $ $20,2542 $29,236  § 38,469

Financial Summary

Total Farm Receipts $ $29,118 $41,487  § 55,658
Total Farm Expenses 20,2h2 29,236 38,469
Farm Income $ $ 8,876 $12,251  § 17,189
Interest on av. capital @ 5% 3,043 4,259 5,389
Labor Income per Farm $ $ 5,833 $ 7,992 $ 11,800
Number of operators k1 218 121
LABCR INCOME PER CPERATCR & $ 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 84 85 to 99 PFarms with 100
Ttem farm cow Tarms cow Tarms Or mMOre COWS
Capital Investment (End of Year)
Machinery and equipment $ $ 36,325 $ 38,176 $ 47,617
Livestock 36,180C Lo 525 £0,363
Feed and supplies 11,724 12,322 17,389
Land and buildings 68,3k6 93,203 115,641
TOTAL INVESTMENT $ $152,575  $186,226 $261,010
Receipts
TMilk sales $ $ 53,053 § 65,737 $ 85,278
Livestock sold L, L33 6,466 8,877
Crop sales 339 901 8L6
Miscellaneous receipts 1,618 1,8k 3,082
Total Cash Receipts $ $ 59,443 74,948 $ 98,003
Increase in inventory 12,194 10,445 19,346
"POTAL FARM RECEIFTS $ $ 71,637 $ 85,393 $117,L39
Experises
Hired labor $ $ 4,868 ¢ 6,626 $ 10,760
Dairy feed 12,376 1k, 96k 19,020
Other feed 238 380 558
Machine hire 252 L53 858
Machinery repair 2,078 2,758 3,697
Auto expense (farm share) 3Ly 318 268
Gag and oil 1,413 1,610 2,hyy
Breeding fees 537 647 701
Veterinary and medicine 827 1,149 1,260
Cther. livestock expense 2,241 3,163 4,302
Lime and fertilizer 2,282 3,14k 4,603
Seeds and plants 601 733 973
Spray and other crop expense 6hé 63k 1,031
Land, bldg., fence repair 1,309 1,410 1,680
Taxes and ingurance 2,527 3,248 W,030
Elec. and tel. {farm share) 988 1,167 1,457
Miscellaneous expenses 1,138 1,678 1,953
Total Cash Operating Exp. § $ 3h,he2 ¢ Al,og2 $ 59,648
New machinery 9,46k 7,850 13,405
New real estate 4,671 6,097 7,017
Purchased livestock 1,779 2,737 4,853
Unpaid family labor 358 6Ll 1,050
TOTAL FARM EXPENSES $ $ 50,734 § 61,420 - $85,973

Financial Summary
Total Farm Receipts $
Total Farm BExpenses
Farm. Income .. ”m$mmmmnm_“m$ugojgog $.23,973
$
$

$ 71,637  $ 85,393 $117,439

Interest on av. capital @ 5% 7,32k 9,050
Lebor TIncome per Farm $ 13,579 $ 14,923
Number of operators 69 45
ILABOR INCCME PER OFERATOR

$ 10,233  § 11,275

50,734 61,420 85,973 |
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SELECTED BUSINESS FACTCRS BY HERD SIZE
568 New York Dairy Farms, 1968

My Farms with less L0 to 54 55 to 69

Item farm than 40 cows cow farms cow farms
Number of farms 139 193 a8
Size of Buginess :

Number of cows 33 4o 61
Pounds of milk sold 398,700 563,800 745,500
Crop acres - 88 126 156
Man equivalent 1.4 1.8 2.1
Total work units 394 557 72h
Rates of Production
Milk sold per cow 12,100 i2,300 12,200
Tons hay per acre L 2.5 2.6 2.8
Tons corn silage per acre _ 14 14 ik
Bushels of oats per acre 54 55 63
Labor Efficiency
Cows per man .24 26 29
Pounds milk sold per man 28l , 800 313,200 355,000
Work unite per man 281 309 345
Crop acres per man 63 70 7h
Feed Cogts _
Feed purchased per cow $ $170 $165 $165
Crop expense per cow $ $35 $hlb $h5
Feed & crop expense per cow  § $205 $209 $210
Feed cost per cwb. milk $ $1.41 $1. 34 $1.35
Feed & crop expense/cwt. milk $ $1.70 $1.70 $1.72
4 Peed is of milk receipts % 26% 24, - 259,
Hay equivalent per cow 6.6 7.1 7.3
Crop acres per cow 2.7 2.7 2.6
Fertilizer & lime/crop acre § $8 $10 $12
Machinery Costs
Total machinery costs $ $4,930 $7,017 $8,771
Machinery cost per cow % $1h9 $153 $abh
Machinery cost per man $ $3,521 $3,898 g, 177
Machinery cost per cwt. miik § $1.24 $1.2k $1.18
Machinery cost per crop acre § $56 $56 356
Capital Efficiency
Investment per man $ $hl, g61 $49,026 $53,450
Investment per cow $ $1.,907 $1,918 $1,84C
Investment per cwt. milk gold § $1.6 16 $15
Land and buildings per cow $ $887 876 $303
Machinery investment per cow § 456 $hls $iko
Reburn on investment % 5.6% 7.04, - 9,49
Other _
Price per cwt. milk sold $ $5. 45 $5.49 $5.48
Acres hay and hay crop silage 60 77 G2

Acres corn silage L 20 37
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SELECTED BUSTNESS FACTORS BY HERD SIZE
568 Wew York Dairy Farms, 1968

My 70 to S84 B85 to 99 Farms with 100
Ttem farm cow farms cow farms oY mMore cows
umber of farms 52 34 52
Size of Buginess
Number of cows ‘ 76 92 126
Pounds of milk gold 066,400 1,177,800 1,513,000
Crop acres 189 236 320
Man equivalent 2.5 2.9 3.7
Total work units 90 1,084 1,459
Rates of Production
Milk sold per cow 12,700 12,800 12,000
Tons hay per acre 2.8 3.2 2.9
Tons corn silage per acre 14 i3 15
Bushels oats per acre 61 62 69
Lebor Efficiency
Cows per man 30 32 3L
Pounds milk sold per man 386,600 406,100 408,900
Work units per man 362 374 3gh
Crop acres per marn 80 81 86
Feed Costs
Feed purchased per cow $ $163 $163 $151
Crop expense per COW $ $h6 $ho $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 is of milk receipts % 23% 23% 227,
Hay equivalent per cow 7.5 7.0 7.6
Crop acres per Cow 2.6 2.6 2.5
Fertilizer & lime/crop acre 3§ $11 $13 14
Machinery Costs
Total machinery costs $ $12,215 $ak, 034 $18,290
Machinery costs per cow $ $161 $153 $145
Machinery cost per man $ $4,886 $h,839 $h,oh3
Machinery cost per cwt. milk §$ $1.26 $1.19 $1.21
- Machinery cost per crop acre $61 $59 S
Capitel Efficiency
Tnvestment per man $ $61,030 ek, 216 $65,138
Investment per cow $ $2,008 $2, 024 $1,973
Tnvestment per cwt. milk sold $ $16 $16 $16
Land and buildings per cow $ $899 $1,013 $018
Machinery investment per cow $ $h78 $415 $378
_Return on investment . ... . . %o 90 13.4%
Other
Price per cwt. milk sold $ $5.49 $5.58 $5.64
Acres hay and hay crop silage 107 120 157
Acres corn silage 58 62 02

o6
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Congidering a Change in the Dairy Businesg

Describe change:

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

I. Basic nature of proposed change

Pregent Change Future with change

Number of cows
Number of youngstock
Production per cow

Labor force (man equiv.)

IT. Estimated forage reguirements and production:

Ho. of cows x tens hay eguivalent = tons
No. of youngstock X tons hay equiv./head = tons
total hay eguiv. requirement , tons

Allocate total hay equivalent requirement to hay sand silage production:

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

Tong hay eguiv. asg silage x 3= tonsg sillage
Estimate needed crop acres and changes from present:

Proposed  Tstimated  Acres Change in acres
Future crop Productiocn Yield Needed (list as plus or minug)

Hay

Hay crop sllage

Corn silage

Other forage

Grain

I3T. Additional forward planning steps and pointers

1. List new capital items asgsociated with the change including land, buildings,
machinery and cattle. FEstimate their cost,

2. Estimate changes in receipts and expenses (Part IV) con81der1ng al} input
and production items that are affected by the change under consideraticn.
Adjust present figureg if anticipated price changes are used in the budget.

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

L. More than one alternative change should be congidered,



1V,

23

A,

Fetimating changes in receipts and expenses

Receipts
Milk sales, gross

Livestock ssles

Crop sales

Miscellanesous receipts
Total Cash Receipts

Increase in inventory

Total Farm Receipts

B.

G.

Expenses
Hired labor

Feed bought
- Machine hire
Machinery repairs
 Auto expense (farm share)
- Gagsecline and oll
Breeding fees
Veterinary and medicine
Othér liﬁestock expense
Lime and fertilizer
Seeds and plants
Spray, other crop expense
Tand, building, fence expense
Taxes, lnsurance

Flectricity, telephone
(farm share)

Miscellaneous

Total Cash Operating Exp.
New machinery and real estate
Livestock purchases
Unpaid family labor
Decrease in inventery

Total Famm Expenses

Financial Summary

Capital Investment

- Pregent

Fubure with
change

Net change
(plug or minus)

-5

Total Farm Receipts

Total Farm Expenses
Farm Inccome
Interest on Capital
TAROR TNOOME
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Selected Competitive Dairy Areag

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

1968 DAIRY FARM BUSINESS SUMMARY DATA

Southern

Selected Factors New York Michigan Pennsylvania Chio
Number of farms 568 331 76 65
Crop acres 155 275 171 178
Man eguivalent 2.1 2.2 2.4 1.7
Number of heifers Lo A 36 NA
Number of cows 58 5L 55 L7
Ibs., milk sold/ farm 715,200 665,100 630,000 592,560
Ibs. milk sold/ man 340,600 302,320 262,500 348,560
Lbs. milk scld/ cow 12,300 12,320 11,450 12,600
Milk sales/ cow $681 $706 $67k 3643
Av. price/ cwt, milk $5.52 $5.73 $5.88 $5.10
Purchased feed/ cow $163 $93 $158 $109
Taxes,/ cow $20 $18 $16 $28
Capital Investment

Land & buildings $51,730 $ol, Loo $47,100 $56,620
Machinery & equipment $25,250 $22,500 $21,250 $16,870
Livestock $27,320 $21.,900 $26,850 $18,1ko
Feed & supplies : $ 7,640 $11,9C0 $10,540 $ 7,720
Investment/ man $53,300 $68,500 $hlt, 058 $58, 440
Tavestment,/ cow $ 1,930 $ 2,790 $ 1,922 $ 2,110
Financial Summary

Total farm receipts $53,247 $L49,553 $hé, 326 $ho,328
Total farm expenses $37,717 $33,735 $33,070 $26,068
Farm income $15,530 $15,818 $13,256 $1h, 260
Interest at 5% $ 5,393 $ 7,535 $ 5,287 $ 4,068
Labor income/ farm $10,137 $ 8,283 $ 7,969 $9,292

Lebor income/ cperator $ 8,724 $ 7,019 $ 7,24k $ 8,4h7
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ARRAY OF FARM BUSINESS FACTORS
23 Columbia County Farms, 1969

Size of Pusiness

| Coat Control

TLabor Efficiency Production
Namber Pounds Milk Cows Pounds Milk Pounds Milk  Feed Bought  Labor and
of S0ld Per Per Sold Per Sold Per Per mach. cost
Cows Farm Man Man Cow Cow Per Cow
278 2,457,400 53 705,500 16,200 116 2h6
153 1,775,800 L8 505,000 15,800 136 276
125 1,585,200 37 483,800 1h,900 139 2B5
113 1,548,100 36 128,700 1k,500 143 287
112 1,482,400 33 Lol 400 14,200 1h9 301
112 1,470,600 31 372,900 14,100 157 311
101 1,452,900 30 366,100 14,100 168 331
100 1,352,300 30 362,500 1,000 169 332
96 1,3%9,600 28 335,400 13,400 169 353
91 1,240,700 28 331,100 13,300 170 354
88 1,118,600 27 329,200 13,200 172 379
7 1,114,700 25 317,000 13,000 189 389
73 1,059,h00 25 316,00 13,000 195 399
71 933,600 ol 310,200 12,900 205 Lis
61 906,200 2l 306,400 12,800 205 hlip
59 732,200 24 306,200 12,800 209 Lh9
57 696,000 .23 304,500 12,400 213 sk
53 687,300 22 304,200 12,000 22k 170
52 639,600 22 300,500 11,800 239 L71
W8 608,300 22 290,700 10,100 2h3 L75
48 606,000 21 290,600 10,000 258 L76
Lt 518,300 21 274, 900 9,100 261 508
L3 436, hoo 19 267,100 8,800 302 548
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SELECTED FARM BUSINESS SUMMARY FACTORS

Columbia County Dairy Farms 1967-1969
Ttem Year
1967 1968 1569

Nurber of farms 0o 21 23
Size of Business

Kumber of cows , 80 81 _89

Pounds of milk sold 960,300 975,500 1,120,500

Crop acres 237 220 2kg

Man equivalent 3.4 3.3 3.3
Rates of Production |

Ibs. of milk sold/cow 12,000 12,000 12,600

Tons hay /acre 2.5 2.8 2.6

Tons corn silage/acre 15 i1 1k
Labor Efficiency

Cows per man 2k 25 a7

Pounds milk sold/man - 282,400 295,600 339,500
Ccst Control Factors | _

Machinery cost/cow $ 176 $ 175 $ 191

Feed bought/cow $ 175 $ 177 $ o 1%2
Capital Efficiency

Total investment $18L 206 $181,513 $208,ho7

Total investment/cow $ 2,303 $ 2,241 $ 2,3k

Machinery investment/cow $ y52 $  b51 $ 458
Other

Price/ewt. of milk $  6.21 $ 6.ho $ 6.61

Lime & Fertilizer exp./cow $ L8 $ L7 3 o)

Milk sales per cow $ Th6 $ 770 $ 833
Financial Summary

Total farm receipts $ 81,002 $ 77,055 % 95,059

Total farm expense $ 62,833 $ 59,785 $ 70,481

Labor income/operator® $ 7,009 $ 6,489 $ 7,500

% Tnterest wag figured at 7% for the 1969 records.

In previous years 5%

had been used. I 5% had been used again in l969§ the average labor in-

come per operator would have been $10,hk1lk,





