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1969 DATRY FARM BUSINESS SUMVARY

Central Plains Region, New York

This report is a summary of the 1969 farm business records of 30
dalry farms in “he Central Plains Region of New York State. This region
includes Ontario, Wayne, Seneca and Yates Counties. Thig project is
Sponsored by the Cooperative Extension Associations in the four counties
in cooperation with the Department of Agricultural Econcmics at Cornell

University. There are approximately 4O counties in New York State par-
ticipating in similay projects.

The primary objective of these business management projects is to
help and encourage farmers to do a better job of keeping and using rec-
ords. BSound management decisions are based on goond records and the
ability to use them. This report has been prepared in workbook form
for use in a systematic study of individual farm business operations.
It includes 1968 data from 568 New York dairy farms and 1969 data from
the 30 Central Plains Region dairy farms to be used for comparison.

The summery and analysis presented in this workbook should be use-
ful to all dairy fermers, teachers of agriculture, farm credit represen-
tatives, and others connected with farming in the Central Plaing area.

The data presented here represents an average of the farm businesses

lneluded in the farm mensgement projects. The data does not represent
an average of all the dairy farms in the region or state.
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* Seven percent was Used as the interest rate charged on the average
G capital for all 1959 records. 1in previous years, 5% was used, In- %
* terest charged represents hhe "opportunity cost" of capital or the =
* rate of return that farm capital could earn if invested in its best %
* alternative use. The seven percent interest rate has been used in %
*  the comparisons on pages 9 and 14. Tables containing only 1968 3
i data have interest caleculated st five percent, *
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This summary wasg prepared by Stuart F. Smith, Department of Agricultural
Economics, New York State College of Agriculbure, in cooperation with

Layry N, Davis, Cooperative Extension Specialist in the Central Plains
Region.




GOOD MANAGEMENT 1S BASIC

How do you measure up ?

1. Have you developed 2 gystematic
approach to msnagement problems?

2. Do you have the Tacts on your
business?

3. Are you imprbving your menagerial
- skills?

Steps in making a management decision :

Locate the trouble spot (problem)
What is youf objective? (goal)
Size up what jou have to work with‘(resources)

Look for various ways to scolve the problem (altefnativés)

~Consider probsble results of each way {consequences)

Compare the expected results (evaluate)
Select way best suited to your situation (decision)

Pyt the decision into operation (sction)

This workbook can help you !



FRICES RECEIVED AND PAID BY N. Y. DATRY FARMERS
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Prices are one of the important factors affecting farm incomes. The

relationship of prices received and Prices paid determines the general level
of farm incomes. The blended New York farm price for 3.5% milk in 1969
averaged $5.67 DPer hundredweight. This was 24 cents higher than 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 rigen while others have
declined. TFrow 1965 to 1969, farm wages rose 35 percent, dairy cows rose
L percent, while feed declined 3 percent, and fertilizer prices declined
glightly. These differences give rise to management questions concerning
substitutions,

AVERAGE YEARLY PRICES RECEIVED AND PATD BY N. Y. FARMERS, 1960-69

Slavghter Dairy Dairy Wages Pricesg paid
Milk COWS cows raticn per month by New York
Year {cwt., ) (cwt, } {head ) (ton) with house dairymen

1960 $h. 31 $15.00 $278 $71 210 10k
1961 4,21 14.60 260 72 213 105
1962 L 1k 1k, 26 ous 7h 218 106
1963 4.10 1k, 01 234 76 201 . 108
1964 4,21 13.17 237 N 227 108
1965 .27 13.91 238 76 235 110
1966 horg 17,35 269 ... 80. 258 1730
TR 93 s 80 Sor oi
1968 5,43 17.58 319 4 306 121
106G% 5.67 19.b2 336 Th 316 126

* Preliminary



PART X
SUMMARY OF THE FARM BUSINESS

The first part of this booklet is designed
your business in a systematic, orderly manner.
to study your physical ressources,
ges.

farm business.

PEYSTCAL RESOURCES

to epable you to summarize
It provides an opportunity
capital investments, veceipts, and expen-
This ig the First step to be taken in the study and

analysis of your

Knowledge of what resources are employed and how they are combined 1s

fundamental 4o sound business planning.
apd financial resources of the business.
sources of this group of Central Flains

FARM ORCANIZATION

This includes both the
Below ere listed the physical re-
Region dairy farms. :

physical

Average of

30 Central Plaing Farms, 1969

Iten 568 New York Range
Parms, 1968 My Farm  Average Low High
Labor:
Msn Equivalent 2.1 2.3 1.2 5.8
Full-time hired men (12 farms)
Tred men part of year (17 farms)
Family Heln (2k farms)
Partnership ( b farms)
Livestock: (Ave. No.)
Cows 58 63 29 120
Heifers Lo L3 0 102
Crops: (Acres Grown)
Hay 86 (557) 97 (25)% 0 230
Hay Crop Silage®* 27 { 84) o5 ( 2)% 0 35
Corn for silage b1 (515) b3 (26)% 0 110
Corn for grain 30 (149) u3 (25)% 0 176
Oats for grain 25 (275) 28 (17)% 0 68 ¢
Wheat .A. 43 (18) 0 118
Other Crops N.A., == 33 -- - fasinind
Total Crop Acres 155 (560) 259 (26) 83 591

%  Average for farms reporbing only, Sum of crop
Tumber of farms that reported each crop is in

%% Op some farms, hay crop silage was reported

acres will not equal tota
parenthesis.

as part of the hay crop.



CAPITAYL INVESTMENT

Mahagement of the capital resource of a farm business is becoming in-
creasingly important. To measure the complete financial progress of a dairy
farm, year to year changes in the capital struchure must be considered.

In 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

30 Central Plains

Average of Farms, 1960
Ttem 560 New York Average Porcent

Farms, 1968 My Farm  Per Farm of Total
Machinery and Equipment §$ 25,247 $ $ 31,089 20
Cattle 27,317 _ 31,509 2l
Othex Livestock = c;eac. ~ 196 LA
Feed and Supplies 7,638 . 11,312 7
Land and Buildings 51,733 78,818 52
Total Investment $111,935 $ $152,924 100

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

INVESTMENT ANALYSIS

Average of Average of 30
ITtem 568 New York Central Plains
Farms, 1968 My Farm Farms, 1968
Machinery and Fquipment per cow $ 435 $ $ ko3
Land and Buildings per cow $ 89 5 $ 1,251
Totel Investment per cow $ 1,930 $ $ 2,hoy
Total Investment per man $53,300 $ $66,189
Total Investment per crop acre $ 7oz 8 $ 59
Real Fstate Investment/crop acre $ 33k $ $ 304
Capital Turnover¥ 2.5 years yre. 2.6 years

#
Calculated by dividing the total year end investment by the total cash
receipts for the year.



WHERE THE MONEY CAME FRCM

A successful faym business requires a level of gross earnings great
enough to pay all costs, both operating and overhead,

the operator's labor.
group of dairy farms.

FARM RECEIPTS

and leave a margin for

Here we examine the sources of recelpts for this

Average of

30 Central Plains
Farms, 1969

Ttem 568 New York Average  Percent
Farms, 1968 My Farm Per Farm of Total

Milk Sales $39,477 $ $L5,543 78
Livestock Sold 3,915 4,691
Crop Sales 393 5, 3kh 9
Miscellaneouss* 1,301 2,534 _2

TCOTAL CASH RECEIPTS $h5 086 $ $58,112 100
Increase in Inventory 8,161 . 9,941

TOTAL FARM RECEIPTS $53,2h7 $ $68,053

* Includes work off farm, conservation payments, refunds, ete.

Increases in inventory resulting from morve cows, more machinery and
equivment, additions to buildings or a better feed situatlon are a nommal
oceurrence in most "going'' farm businesses and are congidered as farm re-
ceipts. These items could have been sold and turned into cash receipts, but
instead the operator decided %o invest this additional capital in his busi-

ness. The cost of producing or acguiring these 1uems normally is included
in the farm expenses.

The net 1ncrease in inventory on these farms was made up of the follow-
ing: Bouipment + $1,04k, Livestock + $2,085, Feed and Supplies - $16, ILand
and Buildings + @5 028 On some farms, the increase in inventory may hawve
been more than could actually be justified. :

SELECTED TNCOME FACTORS

 Average of
568 New York
Farms, 1668 My Farm .

30 Central -
Plains
Farms, 1869

Ttem

Average price per cwb. of milk sold $ 5,52. $ $ 5.73
Milk sales per cow % 631 $ $ 723
Total cash receipts per man 3 $25,266

%21, k70 $



WHERE THE MONEY WENY

Seme 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 business today it is important

that the farm operator study his expenses closely. Here is an opportunity
for you to see hoy you're doing.

FARM EXPENSES

30 Central Plains.

: Average of : Farms, 1969

Ttem 568 New York - Average rercent
Farms, 1968 My Farm Per Farm Of Tobal

Hired Labor & 3,006 0§ $ 5,626 17
Dairy Feed Bought o 9,459 7,390 . 23
Other Feed Bought (includes hay) - 250 220 --
Machine Hire - o 287 518 .1
Truck, Tractor, Machihery Expense. 1,605 2,590 - -8
Auto Expense (farm share) , o2k 210 -
Gasoline and Oil S 1,136 1,817 5
Breeding Fees | kol 554 2
Veterinary and Medicine . 6hs 6137 2
Cther dairy, Livestock Expense 1,745 2,127 - 7
Lime and Fertilizer 1,732 3,191 10
Seeds and Planmts = . o 1,199 b
Spray, other crop expenses 130 594 2
Building, Fence Expense e ' - gho 3
Taxes, Insurance : 1,851 2,512 8
Electricity, Telephone (farm share) 7hl - 830 3
Mlscellaneous ' 818 . 161k 5
TOTAT, CASH OPERATING EXPENSES $25,597 $ - $32,605 100
New Machinery 6,178 6,809
New Bulldings, Improvements | 3,301 5,336
Tivestock Purchased - | 1,823 | L 3,211
Unpaid Family Labor : 818 790
Decrease in Inventory 3 o - -

TOTAL FARM EXPENSES $37,717 $ 448,751




PINANCTAL SUMMARY OF THE YEAR'S BUSINESS

There are several ways of measuring the reburns from & farm business.
These measures have been developed for specific purposes. The measure se-

lected at any one %ime will depend on the purpose for which it is to be
used. ' '

Three measures are used here. The first is "Farm Cagh Operating In-
come." The second, "Labor Income,” is a measure of the returns to the

operator for his labor and management. The last one is "Return on Tnvest-
ment, : '

FARM CASH FLOW AND REPAYMENT ABILITY

) Average of Average of 30
Ttems 568 New York Central Plains
Farms, 1968 My Farm Farms, 1969
Total Cash Receipta $h5,086 $ L $58,112
Total Cash Operating Bxpenses 25,597 - - 32,605
FARM CASH OPERATING INCOME $19,489 $ $25,507
Less: Family Living Expense® 6,275 - - 6,120
Amount aveilable for debt pay-
ments and purchase of capital
items _ $13,21% $ $1.9,387

s

v

Estimated cash living expenses @ $5,400 per operator. The 568 New York
farms averaged 1.2 operators per farm and the 30 Central Plains farms
average 1.1l operators per farm,

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

The "cash flow" of a farm business is importent to the operator and
hisg family in planning for capital purchases, debt payments and living
expenses. However, the above measures are not good indieators of the
profitability of your farm business. This is because you may increase
the amount of cash available during the year by selling off or using
up some of your famm property or, more likely, you decrease the amount
of cash @vailable by investing more dollars in your businesg during
the year. Labor Income is a much better measure of what the business
did for you during the vear.




LABCR INCOME

Average of
Ttem 568 New York

Average of 30
Central Plains

Fayms, 1968 My Farm Farms, 1969

Average Capital Investment $107,85h $ $1h7,954%
TCTAL FARM RECETPTS $ 53,247 $ $ 68,053
TOTAL FARM EXPENSES - 37,7L7 - - 48,751
FARM INCOME $ 15,530 $ $ 19,302
Interest on Capital @ 7% - 7,550 - ~ 10,357
LABOR INCOME per farm $ 7,980 $ $ 8,945
Number of cperators 660 34
IABOR INCCME per operator $ 6,860 $ $ 7,393

Mebor Tneome" is a measure used to determine the return the farm op-
erstor receives for his labor and management. It is the amount left after
paying all farm expenses, and deducting charges for unpald family labor
and for inberest on all of the capital invested in the farm business. Labor

Tncome is the measure most commonly used when studying or comparing farm
businesses.

Interest payments and payments on debts are nob included in the farm
xpenses. To make all ferms comparable, a seven percent interest charge on
the average capital investment {(average of beginning and end inventories)
ig deducted in calculating Lebor Income.

Tan addition to Iabor Income, the Family has 'farm privileges” such ag
the use of & house and famm produced food. hese items may amount to
51000 or more per year.

RETURN CN INVESTMENT

Average of Average of 30

Ttem 568 New York Central Plains

Farms, 1960 My Farm Tarms, 1969
Farm Income $ 15,530 $ $ 19,302
Vélue of Operator's Labor* - 6,275 - - 6,120
Return on Investment $ 9,255 $ $ 13,182
Rate of Return on Capital 8.6% % 8.6%

*
$5,400 per year. There were 34 operators on the 30 Central Plains dairy
farms.

"Return on Investment' is calculated by deducting from the "fam in-
come" a charge for the operator's labor. This return is then divided by the

average capital investment for the year to arrive at the rate of rebturn on
invegtment.
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PART IX

ANALYSTS OF THE FARM BUSINESS

A Tarmer's success depends on the resources available to him and his abil-
ity to manage the use of these resources. IHe must understand and spply basic
DPrinciples of farm management, ‘

Farm management studies indicate that certain businegs factors are re-
lated to labor income. ¥our 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 general, large farms pay bebter than small fayms. Larger farms make
it possible to use equipment and other items of production more efficiently.
However, some 40 cow famms make larger incomes than others with 100 cows.
Thig can happen when other factors are not in balance with size of business.

MEASURES OF SIZE OF BUSINESS

Average Per Farm

Ttem ' My Farm 30 Central Plains 508 New York
Farms, 1969 Fazms, 1968
Number of Cows 63 ‘ 58
Pounds of Milk Sold . 7ok, 100 715,200
Man Equivalent ’ 2.3 2.1
Total Units of Work 792 692

In the following table, the New York dairy farms have been sorted into

various size groups. For each size group the average lebor income per oper-
ator is shown.

CCWS PER FARM AND IARBOR INCOME
568 New York Dairy Farms, 1968

Tumber Humber Percent Tabor Income

of Cows ' of Famms of Faims Per Operator
Less than 25 13 3 . $ 3,080
25 ~ 39 126 20 - 6,080
4o - 54 193 34 7,230
55 - 69 o8 17 9,920
70 - 84 _ 52 g 10,400
85 - 99 \ 3h 6 11,800
100 - 11k 2h L 14,850
115 - 129 16 3 20,410
130 and over : 12 2 19,270
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'RATES CF PRODUCTION

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 withoub regard to costs, net income is reduced. In
general, it pays to increase yields up to the point where the last unit
of input (such as feed or fertilizer) is just paid for by the increase in
cutput due to this last unit of input.

MEASURES OF RATES OF PRODUCTION

Average Per Farm

Ttem 30 Central Plains 568 New York
: My Farm Farms, 1969 Farms, 1968
Pounds of Milk Sold per cow 12,600 12,300
Tons of Hay per acre 3.1 2.8
Tons of Corn Silage per acre 1k 1k
Bushels of Oats per acre 63 61
Bushels of Corn Grain per acre 75 71

The relationship of production per cow to labor income on three sizes
of farms is shown in the following table for 568 New York dairy farms in

1968.

MILK SOLD PER COW AND LABOR INCOME
568 New York Deiry Farms, 1968

Pounds Milk Tumber Percent:  Average Number of Labor

8old of of Cows on

Per Cow Farms Farms these Farms Tncome™
Less 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 62 10,240
14,000 & over 87 15 58 11,560

Tabor income reported in this table and tables on pages 10, 12 and 15
was calculated using the old 5% interest rate.
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LABOR EFFICIENCY

Labor is one .of the limiting rescurces on many dairy farms. Efficlent
usge of labor tends to add to the profitability of a farm business. The
productivity of labor can be increased by use of modern equipment and build-
ings. However, one must be careful not to invest in equipment or buildings
that add little to productivity in relation to their cost. o '

MEASURES OF LABOR EFFICIENCY

' . ' Average Per Farm
Ttem ‘ My Farm 30 Central Flains 568 New York

Farms, 1969 Farms, 1968
Wumber of Cows per men _ 27 : ‘ 28
Pounds of Milk Sold per man 345, 400 340,600
Work Units per man ' 3k 330

The relationship between milk sold per man and labor income is illus- -
trated in the table below.

MILK SOLD PER MAN AND LABOR INCOME
563 New York Dairy Farms, 1969

Pounds of Milk Tumber - Numberx Ibs, Milk  Labor Income
Sold Per Man of Farms of Cows - Per Cow Per Cperator
Under 200,000 ~ 29 ly7 : 9,800 $ 2,504
200,000 - 299,999 Co1re b9 11,600 5,731
300,000 - 399,999 186 57 12,400 8,893
400,000 - 499,599 119 65 12,900 11, k62
500,000 and over 52 87 13,400 16,627

COST COKRTROL

- Cbtaining 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
obtain the greatest net return is difficult to determine., The averages pre-

sented here may help you find some of the weaknesses in the cost structure
on your farm.



13

FEED COSTS

Feed bought is the largest single expense item on most dairy fams.
The success of a dairy farm manager depends to a large degree on his abil-
ity to provide a good feeding program for 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 conbrol feed costs. The items on this page all have

-8 bearing on feed costs, and may be helaful in planning a more efficient
Teeding program. :

SELECTED FACTORS RELATED TO FEED COSTS

: : Average Per Farm
Ttem My Farm 30 Cen. Plains 568 New York
: Farms, 1569 Parms, 1968

Purchased Feed

Deiry feed ought $ $ 7,390 $ 9,459
Feed bought per cow - $ $ 117 $ 163
Feed bought as % of milk , :

recelpts %, 16% 2k
Feed boughﬁ per cwt, of
milk sold $ $ 0.93 $ 1.3
Roughage Harvested (Hay Equiv.)
Hay (tons) 252 tons 234 tons
Hey crop silage {(_ +onsi3) ‘_"m*,_m_ 3 tons 12 tons
Corn silage {_ tons * 3) 173 tons 174 tons
Total tons hay equivalent 428 tons k20 tons
Tons hay equivalent per cow 6.8 tons 7.2 tons

Other Considerations

Total acres in crops per cow 3.6 acres 2.7 acres
Lime & fertilizer exp./cow $ $ 51 $ 30

Lime & fertilizer expense '
per crop acre $ $ 1k $ 1

Heifer number as percent of

COW numbers % 68% 69%

.The. above measures. of harvested roughage consider only. the guantity.
Quallty is also Slgnlflcant and has a bearlng on purchased feed and milk
production.
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FARM PCWER AND MACHINERY COSTS

On today's dairy farms, power and machinery costs éccount’ 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 COSTSH

' Average Per Farm
Toem ‘ My Farm 30 C. Plains 568 New York

Farms, 1969 ~ Farms, 1968
Beginning Inventory $ $29,145 $22,575
New Machinery Bought 6,809 _6,178
Total $ $35,954 $28,752
End Inventory & $31,089 $25,247
Mechinery Sold 219 168
Total: $ w $31,308 25,115
Depreciation ' ' $_.~_.___,__. $ L,646 $ 3,337
Depreciation ' $ $ b,646 $ 3,337
Interest at 7% ave. inventory —_— 2,108 1,674
Gas and 0il ' 1,817 1,136
Mechinery and Repairs 2,560 : 1,605
Bale Ties 3 80
Milk Hauling | o 555 L35
Other Machine Hire 518 287
Auto Expense (Farm Share) ' | 210 - 2hy
Electricity (Ferm Share) — 731 601
TOTAL MACHINERY COSTS $ ' $13,236  $ 9,403
Gas Tax Refunds ' $ - $ 135 $ 81 -
Income from Machine Work 107 _ 106 _
Total o - - 2hp .- 187
NET MACHINERY COST - $12,99 $ 9,216
Net Machinery cost / cow $ $ 206 $ 159
Net Machinery cost / crop. acre $ $ 58 $ 59
Net Machinery cost / man | $ $ 5,650 $ 4,389
Net Machinery cost / cwt. milk sold $___ § 1.64% $ 1.29

* ] o R :
Does not inelude insurance, housing, or farm labor on repairs.
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TABOR AND MACHINERY COSTS

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

LABOR AND POWER AND MACHINERY COSTS

Average Per Farm

Ttem : My Farm 30 C. Plains BE3 New York

Parms, 1S69 Farms, 1968
Value of Cperator’s labor $ $ 6,120 $ 6,275
Hired Labor 5,626 3,006
Unpaid Family Lebor : 790 818
TOTAL LABOR COSTS $ - $12,536 $10,099
Net Power and Machinery cost 12,994 8,737
TOTAL TABOR & MACHINERY COST § $25,530 $18,836
Total Per Cow $ $  hos $ 325
Total Per Crop Acre $ $ 11k $ 122
Total Per Man | $ $11.,100 $ 8,970
Total Per Cwt. Milk Sold $ $ 3.21 $ 2.63

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

MACHINERY COST PER CCW AND LABOR TINCOME
568 New York Dairy Farms, 1968

Machinery Cost Nuwber of Percent of Labor income
Per Cow Farms Faryms Per Opereator
$225 & over 33 6 $ 4,800
200 - 224 37 6 6,869
175 - 199 T8 1k 8,héT
150 - 174 : 109 19 9,76
125 - 1ho 129 23 9,084
100 - 124 125 22 8,897
75-.99 ... W 8 Tk

Less than $75 9 2 8,490
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Farm Busginess Chart

The chart on pages 16 and 17 is a tool for use in analyzing a dairy farm
business. It is essentially a series of measuring sticks combined intQ one tool.

FARM BUSINESS CHART ¥OR FARM MANAGEMENT.COOPERATORS
568 New York Dairy Farms,* 1968

5ize of Busineass Rates of Production Labor Efficiency
Man Wo. Pounds Pounds L .Donsg  Cows Pounds
equiv- of milk milk scld Tons hay corn silage rer milk so0ld
alent cows sold per cow per acre Per acre - man per man
4.0 124 1,545,800 15,300 h,6 21 ih 55k, 600
2.8 86 1,075,600 14,000 3.6 19 37 16k, 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  12,10C 2.6 i 27 322,100
1.6 b3 524,100 11,600 2.k 13 - 2k 208,700
1.h Lo Lre,600 11,100 2.2 , 12 23 271,500
1.3 36 408,500 10,400 2.0 10 21 25 700
1.1 28 301,500 8,900 1.6 8 18 195,800

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

The Farm Business Chart is a téol which can be used in analyzing a busi-
negs 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 4.0 at the top of the
column headed "Man eguivalent" 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 bercent, etc. The figure at the
bottom of each column (1.1 for Men eguivalent) 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 tecp 10 percent for cne factor would not necegsarily be the same
farms which make up the top i0 percent for any other factor.

This chart is used in analyzing a particuler dairy business by drawing a
line through the figure in each column which shows where the Tarm being analyzed
stands for that factor. This helps identify the strengths and wezknesses.
Summarize these and lisgt them at the bottom of rage 17.
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Farm Business Chart contd.

The cost control Tactors are ranked from low to high. For cost control
factors, the lowest cogt ig not necegsarily the most profitable. 1In some
cages, the "best” might be somewhere near the average. Many things affect
the level of these costs, and these items must be taken into account when
analyzing the factors.

FARM BUSINESS CHART FOR FARM MANAGEMENT COOFERATORS
568 New York Dairy Farms, 1968

Cost Control

Feed % Feed ig Fead and Machinery
bought of milk Ccrop expense cost
per cow receipts per cwh., milk per cow

$ 69 11% $1.01 $ 87

103 16 1.27 106
125 20 144 117
145 22 1.55 129
160 2k 1.65 140
173 26 1.74 150
185 28 1.84 162
201 30 1.93 177
218 31 2.07 195
262 37 2.38 2kl

Based on the analyzed results shown on the business chart, list below the
gtrong 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

" probiem. Tach slbernative should be studied in detail. A budgebing form can

be used for projecting the likely results of each alternative.
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FARM BUSINESS SUMMARY BY HERD SIZE
568 New York Dsiry Farms, 1968

My Parms 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 $15,049 $20,490  $ 26,851
Livestock 15,016 21,633 28, L2
Feed and supplies 3,607 5,835 7,938
Land and buildings 29,274 40,289 49,013
TOTAL INVESTMENT $ $62,0h6 $88,247  $112,2LL
Receipts
Milk sales $ $21,733 $30,939  $ 40,843
Livestock sold 2,234 3,035 L,ohi
Crop sales 2L3 321 356
Miscellaneous receipts 719 1,070 1,272
Total Cash Receipts $ $2h, 929 $35,365  $ 46,712
Tnerease in inventory 4,189 6,122 8,946
TCTAL FARM RECEIPTS $ . $29,118 $h1,487 § 55,658
Expenses
Hired labor $ $ 558 $1,587 $ 2,916
Dairy feed 5,626 7,578 10,070
Other feed 186 275 ikl
Machine hire 153 188 328
Machinery repair 829 1,282 1,583
Auto expense {farm share) 184 250 246
Gas and oil 661 ol 1,158
Breeding feesg 256 335 hig
Veterinary snd medicine 345 534 693
Cther livestock expense 930 1,267 1,729
Iime and fertilizer 713 1,310 1,803
Seeds and plants 231 386 L37
Spray and other crop expense 195 337 hiig
Land, bldg., fence repair 392 621 7ho
Taxes and insurance 1,0L7 1,450 1,786
Elec. and tel. (farm share) k57 617 726
Miscellaneous expenses 369 571 768
Total Cash Operating Bxp. § $13,132 §19,520  §26,035
New machinery 3,227 4,921 6,683
New real estate 2,007 2,54 2,961
Purchased livestock 1,045 1,344 1,967
Unpaid family labor 831 898 823
TCTAL FARM EXPENSES $ $20,2h2 $29,236  $ 38,469
Financial Summary
Total Farm Receipts $ $29,118 $h1,487  § 55,658
Total Farm FExpenses 20,242 29,236 38,469
Parm Income $ $ 8,876 $12,251 % 17,189
Interest on av. capital @ 5% 3,043 4,259 5,389
Lebor Income per Farm $ $ 5,833 $ 7,992  $ 11,800
Number of operators 1h1 218 121
LABOR INCOME PER OPERATCR  $ $ 5,751 $ 7,075 ¢ 9,557
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FARM BUSINESS SUMMARY BY HERD SIZE
568 New York Dairy Farms, 1968

My TO to 84

85 to 99 PFarms with 100

ITtem farm cow farms cow farms Or mMOre COoWs
Capital Investment (End of Year)
Machinery and equipment $ $ 36,325 ¢ 38,176 $ Wr,617
Livestock 36,180 Lo 525 60,363
Feed and supplies 11,724 12,322 17,389
Land and buildings 68,346 93,203 115,641
TCTAL TNVESTMENT $ $152,575  $186,226 $247,,010
Receipts
Milk sales $ $ 53,093  $ 65,737 $ 85,278
Livestock sold 4,433 6,466 8,877
Crop saleg L 339 301 844
Miscellanecus receiptbs 1,618 1,844 3,092
Total Cash Receipts 4 $ 59,443 ¢ 74,048 $ 98,093
Increase in inventory 12,194 10,L45 19,346
TOTAL FARM RECEIPTS $ $ 71,637  $ 85,393 $117,539
Expenses
Hired labor $ $ L,868 ¢ 6,626 $ 10,760
Dairy feed 12,376 14,964 19,020
Other feed 238 380 558
Machine hire 252 L6z &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 6ly 701
Veterinary and medicine 8o 1,149 1,260
Other livestock expense 2,241 3,163 4,302
Iime and fertilizer 2,282 3,144 4,603
Seeds and plants - 601 733 973
Spray and other crop expense 6h6 63k . 1,031
Land, bldg., fence repair 1,109 1,410 1,680
Taxes and insurance 2,527 3,248 4,030
Flec, and tel. (Farm share) 988 1,167 1,457
Miscellaneous expenses 1,138 1,678 1,953
Total Cash Operating Exp. §$ $ 34he2 g Lk, 002 $ 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 L, 853
Unpaid family labor 358 6L 1.050
TOTAL FARM EXPENSES 3 $ 50,734  $ 61,420 $ 85,973
Financial Summary
Total Farm Receipis $  $71,637  $ 85,393 $117,439
Total Farm Expenses 50,734 61, 420 85,973
Farm-Ineome- $ $ 20 903 $233973 . 313. 66
Interest on av. capltal @ 5% 7,324 9,050 11,567
Labor Income per Farm $ $13,579 ¢ 1hk,923 $ 19,899
Number of operators 69 H
LABOR TNCOME PER OPERATOR $ $ 10,233  § 11,275 $ 15,678
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SELECTED BUSINESS PACTCORS BY HERD SIZE
568 New York Dairy Farms, 1968

Item

My

farm

Farms with less
than 40 cows

LO to 54 55 to 69

cow farms cow farms

Number of farms

8ize of Business
Number of cows
Pounds of milk sold
Crop acres
Man equiwvalent
Total work units

Retes of Production
Milk s0ld ver cow
Tons hey per acre
Tons corn silage per acre
Bushels of ozbts per acre

Labor Efficiency
Cows per man
Poundg milk sold per man
Work units per man
Crop acres per man

FPeed Cogts
Feed purchased per cow
Crop sxpense pPer cow ‘
‘Feed & crop expense Der COW
Teed cogt per cwt. milk
Feed & crop expense/cwt. milk
% Feed is of milk receipts
Hay equivalent per cow
Crop acres per cow
Fertilizer & lime/crop acre

Machinery Costs
Total machinery costs
Machinery ccst per cow
Machinery cost per man
Machinery cost per cwt. milk
Machinery cost per crop acre

Cepital Efficiency
Investment per man
Invegtment per cow
TInvestment per cwt, milk sold
TLand and buildings per cow
Machinery investment per cow
Return on investment

Other
Price per cwt. milk sold
Acreg hay and hey crop silage
Acreg corn silage

5550655

%

R S e e

€06 -6

%

139

33
398,700
88

1.4
39

$170

$205
$1.41
$1.70
269
6.6
2.7

$4,930
$1ho
$3,521
$1.24
$56

$hl, 961

$1,907
$16
$887
$L56
5.6%

$5.45
60
14

193 98

Lo 61
563,800 Th5,500
126 156
1.8 2.1
557 T2k
12,300 12,200
2.6 2.8

14 14

55 63

26 29
313,200 355,000
309 345

70 Th
$165 $165
$lely $45
$209 $210
$1.34 $1.35
$1.70 $1.72
2k, 25%
7.1 7.3
2.7 2.6
$10 $12

$7,017 $8,771

$153 g1kl
$3,898 $4,177
$1.24 $1.18
$56 $56

$49,026 $53,450
$1,918 $1,840

$16 $15
$676 $503
$hls $uho
7.0% 9.49

$5.49 $5.48
77 g2
20 37
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SELECTED BUSINESS FACTCRS BY HERD SIZE
568 New York Dairy Farms, 1968

My 7C to 84 B5 to 99 Farms with 100
Item farm cow farme cow farms O mMOre Ccows
Number of farms 52 34 52
Size of Buginesg
Number of cows 76 02 126
Pounds of milk sold 966,400 1,177,800 1,513,000
Crop acres 199 236 320
Man equivalent 2.5 2,9 3.7
Total work units 905 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 1h 13 15
Bushels oats per acre 61 62 69
Labor Efficiency
Cows per man 30 32 3k
Pounds milk sold per man 386,600 hos,100 408,900
Work units per man 362 374 3Gk
Crop acres per man 80 81 86
Yeed Costs
Feed purchased per cow $ $163 $163 $151
Crop expense Der cow $ $46 $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 $1.69
% Feed is of milk receipts A 23% 239 229,
Hay edquivalent per cow 7.5 7.0 7.6
Crop acres per cow 2.6 2.6 2.5
Fertilizer & lime/crop acre  §$ $11 $13 $1
Machinery Coste
Total machinery costs $ $12,215 $14,03M4 $18,290
Machinery costs per cow $ $161 $153 $145
Machinery cost per man $ $4,886 $4,839 Sl ok3
Machinery cost per cwt. milk § $1.26 $1.19 $1.21
Machinery cost per crop acre § 61 $59 $57
Capital Efficiency
Investment per man $ $61,030 $6k,216 $65,138
Investment per cow $ $2,008 $2,02k $1,973
Investment per cwt. milk sold $ $16 $16 $16
ILand and buildings per cow $ $699 $1,013 $018
Machinery investment per cow § $478 $his $378 :
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 92
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Describe change:

Considering a Change in the Dairy Business

Ligt possible alternative changes ! (vge additicnal worksheets to analyze these

alternatives)

I.

II.

IIT.

Basic nature of proposed change

Present Change Future with change

Mumber of cows

Number of youngsbock

Production per cow

Tabor force (man equiv.)

Estimated forage reguirements and production:

o,

of cows x tons hay eguivalent = tons

No. of youngstock X tons hay equiv./head = tons

total hay eguiv. reguirement tons

Allocate total hay eguivalent reguirement to hay and silage production:

Total hay eguiv. regquired = hay tons + tons hay equiv.

as gilage

Tons hay equiv. as silage _ X 3= tong silage

Tstimate needed crop acres and changes from present:

Proposed  Estimated  Acres Change in acres

Future crop Production Yield Needed (1ist as plus or minus)

Hay
Hay crop silage

Corn silage

et s ————
A

Other forage

Grain

Additional forward planning steps and polinters

1.

Tist new capital items assoclabed with the change including land, buildings,
machinery and cattle. HEstimate thelr cost,

Fetimate changes in recelpts and expenses (Part IV) considering all input
and production items that are affected by the change under consideration.
Adjust present figures if snticipated price changes are usged in the budget.
When analyzing the effects of the proposed change, fulfillment of non-
monetary goals may be consldered.

More than one albternative change should be congidered.
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Eatimating changes in receiphbs and expengesg

Net change Fubure with
Present (pius or minus ) change

A. .Receipts

B.

C.

Milk sales, gross 8 $ $
Tivestock sales
Crop sales
Migscellaneous receipls

Total Cash Receipts % $ $
Increase in inventory

Total Farm Receipts

ReE
o
£

Expenses
Hired labor $

Feed bought

!
£
-

Machine hire

Machinery repairs

Auto expense (farm share)
Gasoline and oil
Breeding fees

Veterinary and medicine
Other livegtock expense
Iime and Tertilizer

Seeds and plants

Spray, other crop expense
Land, bullding, fence expense
Taxes, lnsurance

-Blectricity, telephone
(farm share)

Miscellaneous
Total Cash Operating Exp. $ﬁ_—~——_ $__—_____ . $
New machinery and real estate
Livestock purchases
Unpaid family labor

Decrease in inventory

-5
e
2o

Total Farm Expenses

Financisl Summary

~ Capital Investment N $ 3 .

Total Farm Receipts b $
Total Farm Expenses
Farm Income $ $

Interest on Capital

TARAR TIOOMT & &
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Selected Competitive Dalry 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 ones in New York. Some measures have been
adjusted so that they are comparable for the four states.,

1968 DATIRY FARM BUSINESS SUMMARY DATA

. Southern

Selected Pactors New York Michigan Pennsylvania Ohio
Number of farms 568 331 76 65
Crop acres 155 275 171 178
Man egquivalent 2.1 2,2 2.4 1.7
Mumber of heifers 4o A 36 NA
Number of cows 58 5k 55 L7
Lbs. milk sold/ farm 715,200 665,100 630,000 592,560
Tbs. milk sold/ man 340,600 302,320 262,500 348,560
Tbs. milk sold/ cow 12,300 12,320 11,450 12,600
Milk sales/ cow _ $681 $706 $674 $643
Av. price/ cwt. milk $5.52 $5.73 $5.88 $5.10
Purchased feed/ cow $163 $93 $158 o $109
Taxes/ cow $20 $18 $16 $28
Capital Investment

Land & bulldings $51,730 $ol, 4C0 $47,100 $56,620
Machinery & equipment $25,250 $22,500 $21,250 $16,870
Iivestock $27,320 $21,900 $26,850 $18,140
Feed & supplies $ 7,640 $11,900 $10,540 $ 7,720
Investment/ man $53,300 $68,500 $hk, 058 $58,440
Investment/ cow $ 1,930 $ 2,790 $ 1,922 $ 2,110
Financial Surmary

Total farm receipts $53,247 $h9,553 $46,326 - $40,328
Total farm expenses $37,717 $33,735 $33,070 $26,068
Farm income $15,530 $15,818 $13,256 $ik,260
Interest at 5% $ 5,393 $ 7,535 $ 5,287 $ 4,968
Lebor income/ farm $10,137 $ 8,283 $ 7,969 $ 9,292

Labor income/ operator $ 8,72k $ 7,019 $ 7,24 $ 8,h47
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Family Living Expenditures

Farily living expenses have first claim on farm income. In any farm
business financial planning, it is important that the femily living ex~
penses be considered. Below are the living expenditures for families in
I1linois who were on record keeping projects.

_ FAMILY LIVING EXPENDITURES
T1linois Farm and Urban Families, 1967

Average of

Ttem My Family 176 Farm 79 Urban
: Families Families
Number in Family b Lh.0
Average Age of Husband - T 45 ko
Living IExpenses
Foocd - $ : $ 1,200 $ 1,299
Fuel _ 197 7
Electricity, gas and water 172 2kp
Telephone 6l 103
Fousehold supplies and bank } 148 142
Paid service and laundry ‘ 59 52
Housing . 536 1,470
Furnishings and equipment E ' ko7 kes
Clothing ] - 493 487
Personal care 172 294
Transportation T Lh2 1,368
Medical care ' 689 W7
Recreation 31L k70
Education and reading 272 368
Church and welfare L18 365
Fifts T 293 196
Total Living Expenses $ $ 5,893 $ 7,905
Income taxes 756 1,038
Social Security _ _ 25 219
life insurance 573 489
Savings and investments 3,153 2,050
Total Family Expenditures = § -$10,620 $11,60h

The urban Tamily living expenses averaged about $2,000 more than the
farm families. The income taxes for the urban families were higher, while

“their savings and investments wereé lower than ror the Farm Families. Hous-
ing and transportation for wurban families were considerably higher than
for the fam families.
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PROGRESS OF THE FARM BUSINESS-

One phase of business anslysis is that of comparing your business with
that of other farmers. Another kind of analysis is that of comparing your
current year's business with that of previous years. This shows the pro-
gress you are moking. In planning shead, it is helpful to set business

targets or goals which should be related to the progress you have been
making. o :

1970
1967 1968 1969 _Target

Size of Business

Average number of cows

Total Ibhs. milk sold

Rates of Productisn

Ibs., milk sold per cow

Tons corn silage/acre

Labor Efficiency

Tbs. milk sold per man

Cost Control

% Purchased feed is of milk ' % % - % %
Machinery cost per cow $ $ ‘ $ $
3 $

..6%.

Tabor cost per cow $

Capital REficiency

Total inventory wvalue $ & $ . $
Total investment/cow ' $ $ B $
Pebt Situation
. Total debt outshanding $ $ $ $
Debt per cow $ $ $ $
et Worth % $ $ $
Frice
 Price per cwh, milk $ $ $ $
Financial Summary
Total Farm Receipbs $ B $ $
Total Farm Expenses $ $ $ $
Labor Income/Operator $ $ - § $




ARRAY OF SELECTED FARM BUSINESS FACTORS

30 Central Plains Dairy Farms, 1969
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Size of Business Labor Efficiency Production Cost Control
Number Pounds Milk Cows Pounds Milk DPounds Milk FPeed Bought  Machinery
of 50ld Per Per 20ld Per Sold Per Per Expense
Cows Farm Man Man Cow Cow Per Cow
120 1,691,700 50 655,900 16,000 $ 29 $125
117 1,598,600 Lo 543,700 15,40 h3 138
113 1,523,600 38 532,900 1h, koo 52 139
110 1,476,800 36 191,500 14,100 75 148
108 1,4k3,000 35 482,800 1k, 100 75 151
10k 1,1k, 700 33 L5k, 900 14,100 80 163
8h 1,073,800 32 4ho,200 13,900 81 172
7 1,0k46,200 32 L2z, 900 13,700 87 175
75 1,020,400 30 425,200 13,700 87 189
66 876,400 30 387,500 13,600 88 192
65 797,1C0 29 369,200 13,600 92 196
59 735,800 29 355,400 13,500 105 201
58 697,500 29 346,600 13,500 108 20k
53 673,400 28 331,400 13,300 108 207
51 671,900 28 330,000 13,200 11h 208
50 662,800 27 315,200 13,100 116 208
Lo 611,000 27 296,700 13,100 123 209
43 60k,200 27 294,300 13,100 12k 210
b6 59k, 000 25 293,300 13,000 130 210
b3 587,700 25 292,800 12,500 139 211
4o 572,300 25 292,100 12,400 1ike 213
ho 534,000 24 280,000 10,400 1h2 223
e 510,500 22 277,700 10,400 146 22k
L1, 466,200 o2 274,900 10,200 149 ok
39 L09,700 21 256,300 9,900 162 248
39 384,500 20 254,700 9,800 166 249
38 382,000 19 233,100 9,400 170 262
37 381,300 19 232,000 9,300 18k 280
35 333,300 18 185,100 9,100 188 299
29 329,900 13 111,100 8,500 206 303






