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Cropping Analysis

The cropping program is an important part of the dairy farm business and often represents opportunities for im-
proved productivity and profitability. A complete evaluation of what the available land resources are, how they are being
used, how well crops are producing, and what it costs to produce them is important to evaluating alternative cropping and
feed purchasing alternatives.

LAND RESOURCES AND CROP PRODUCTION
Intensive Grazing Dairy Farms, 1996

59 New York 21 More 9 Less

Item Dairy Farms Profitable Farms Profitable Farms
Land Owned Rented Total Owned Rented Total Owned Rented Total
Tillable 166 89 255 171 67 238 110 36 146
Nontillable 42 9 52 41 12 53 36 0 36
Other nontill. 106 6 112 95 14 109 90 0 90

Total 314 105 419 307 93 400 236 36 272
Crop Yields Farms Acres* Prod/Acre Farms Acres* Prod/Acre Farms Acres* Prod/Acre
Hay crop 56 137 2.5 tn DM 21 118 2.8 tn DM 6 130 2.0 tn DM
Corn silage 44 53 139 tn 12 47 159 tn 5 28 11.3 tn

4.5 tn DM 5.1 tn DM 3.2 tn DM

Other forage 10 21 2.8 tn DM 4 20 2.6 tn DM 0 0 0.0 tn DM
Total forage 56 182 3.0 tn DM 21 148 3.2 tn DM 6 153 2.1 tn DM
Corn grain 22 53 111 bu 9 54 122 bu 1 23 114 bu
Oats 5 14 48 bu 0 0 0 bu 1 6 58 bu
Wheat 4 34 42 bu 0 0 0 bu 0 0 0 bu
Other crops 9 29 4 41 0 0
Tillable pasture 43 59 19 58 S 49
Idle 17 42 5 31 4 29
Total Tillable

Acres 59 255 21 239 9 146

*This column represents the average acreage for the farms producing that crop. For the 59 New York dairy farms, average
acreages including those farms not producing were hay crop 130, corn silage 40, corn grain 20, oats 1, wheat 2, tillable
pasture 43, and idle 12.

Average crop acres and yields compiled for the region are for the farms reporting each crop. Yields of forage
crops have been converted to tons of dry matter using dry matter coefficients reported by the farmers. Grain production has
been converted to bushels of dry grain equivalent based on dry matter information provided.

The following crop/dairy ratios indicate the relationship between forage production, forage production resources,
and the dairy herd.

CROP/DAIRY RATIOS
Intensive Grazing Dairy Farms, 1996

59 New York 21 More 9 Less
Item Dairy Farms Profitable Farms Profitable Farms
Total tillable acres per cow 3.27 3.03 3.22
Total forage acres per cow 2.23 1.89 2.27

Harvested forage dry matter, tons per cow 6.59 6.03 4.87
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Cropping Analysis (continued)

A number of cooperators have allocated crop expenses among the hay crop, corn, and other crops produced. Fer-
tilizer and lime, seeds and plants, and spray and other crop expenses have been computed per acre and per production unit
for hay and corn. Additional expense items such as fuels, labor, and machinery repairs are not included. Rotational grazing
was used by all farms reported in the below tables.

CROP RELATED ACCRUAL EXPENSES
Intensive Grazing Dairy Farms Reporting, 1996

Total All Corn Corn Pasture
Per Corn Silage Grain Hay Crop Per Per
Till. Per Per Per Dry Per Per Till Total
Item Acre Acre Ton DM Sh. Bu. Acre Ton DM Acre Acre
All Grazing Farms
No. of farms
reporting 59 19 18 13
Ave. number
of acres 255 65 129 62 131
Fert. & lime $ 18.87 $ 4174 $ 9.5 $ 037 $ 16.00 $ 637 $ 3202 $ 15.27
Seeds & plants 12.65 28.94 6.76 0.26 6.44 2.56 1.97 0.94
Spray & other 14.41 40.60 9.48 0.36 5.57 2.22 1.56 0.75

TOTAL $ 4593 $ 111.28 § 2599 $ 099 § 2801 $§ 11.15 $ 3555 % 1696

More Profitable Grazing Farms
No. of farms

reporting 21 9 9 7
Ave. number

of acres 239 69 131 66 138
Fert. & lime $ 21.69 $ 4265 $ 853 $ 035 § 2212 $ 878 § 4179 $§ 20.13
Seeds & plants 9.56 27.20 5.44 0.23 6.62 2.63 0.56 0.27
Spray & other 16.22 39.12 7.82 0.33 9.34 3.71 2.59 1.25

TOTAL $ 47.47 $ 10897 $ 21.79 $ 091 $ 3808 $§ 1512 $ 4494 § 21.65

Less Profitable Grazing Farms
No. of farms

reporting 9 3 2 4
Ave. number

of acres 145 40 130 3] 66
Fert. & lime $ 9381 $ 4043 $ 1376 $ 037 $ 1293 $ 995 $§ 2739 § 1286
Seeds & plants 5.83 29.35 9.99 0.27 7.92 6.09 8.19 3.85
Spray & other 6.46 39.35 13.40 0.36 0.00 0.00 0.52 0.24

TOTAL $§ 22.10 $ 109.13 $ 37.15 $§ 1.00 § 2085 $ 1604 § 3610 § 16.95

Most machinery costs are associated with crop production and should be analyzed with the crop enterprise. Total
machinery expenses include the major fixed costs (interest and depreciation), as well as the accrual operating costs. Al-
though machinery costs have not been allocated to individual crops, they are shown below per total tillable acre.

ACCRUAL MACHINERY EXPENSES
Intensive Grazing Dairy Farms, 1996

59 New York Dairy 21 More Profitable 9 Less Profitable

Machinery Total Per Till. Total Per Till. Total Per Till.
Expense Expenses Acre Expenses Acre Expenses Acre
Fuel, oil & grease $§ 4338 % 1701 $ 4245 $§ 1776 $ 2337 $ 1612
Mach. repair & vehicle exp. 12,331 48.36 11,725 49.06 7,726 53.28
Machine hire, rent & lease 3,351 13.14 4,241 17.74 1,522 10.50
Interest (5%) 4,697 18.42 4,458 18.65 2,366 16.32
Depreciation 8.998 35.29 8.836 36.97 4,598 31.71

Total § 33715 $ 13222 $ 33505 § 140.19 $ 18549 § 12792
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Dairy Analysis

Analysis of the dairy enterprise can reveal strengths and weaknesses of the dairy farm business. Information on
this page should be used in conjunction with DHI and other dairy production information. Changes in dairy herd size and
market values that occur during the year are identified in the table below. The change in inventory value without apprecia-
tion 1s attributed to physical changes in herd size and quality. Any change in inventory is included as an accrual farm re-
ceipt when calculating all of the profitability measures on pages 13 and 14,

DAIRY HERD INVENTORY
Intensive Grazing Dairy Farms, 1996

Dairy Cows Heifer
Bred ' Open Calves

Item No. Value No. Value No. Value No. Value
59 New York Dairy Farms

Beg. year (owned) 77 $ 76,718 20 % 17,119 19 $ 9,643 19 $ 5,486
+ Change w/o apprec. 1,706 1,046 1,995 -T71
+ Appreciation 605 94 161 25
End year (owned) 79 % 79,029 22 % 18259 23§ 11,799 17 $ 4,740
End including leased 79
Average number 78 60  (all age groups)
21 More Profitable Dairy Farms

Beg. year (owned) 76§ 77,725 22§ 19,093 18§ 8991 20 $ 5981
+ Change w/o apprec. 3,950 2,311 2,173 914
+ Appreciation 1,110 246 141 98
End year (owned) 79 % 82,785 25 $ 21,650 21 $ 11,305 18 $ 5,165
End including leased 79
Average number 79 63  (all age groups)
9 Less Profitable Dairy Farms

Beg. year (owned) 45 § 38939 5 % 3244 9 $ 3444 4 $ 656
+ Change w/o apprec. 667 1,162 762 -7
+ Appreciation 277 0 S5 0
End year (owned) 45 $ 39,883 6 $ 4406 10§ 4261 S $ 584
End including leased 45
Average number 45 21 (all age groups)

Total milk sold and milk sold per cow are extremely valuable measures of size and productivity, respectively, on
the dairy farm. These measures of milk output are based on pounds of milk marketed during the year. Farm managers on
DHI should compare milk sold per cow with their rolling herd average on the test date nearest December 31 to see how
close the DHI estimate of milk produced is to actual milk sales.

MILK PRODUCTION
Intensive Grazing Dairy Farms, 1996

Item 59 New York 21 More Profitable 9 Less Profitable
Dairy Farms Dairy Farms Dairy Farms

Total milk sold, ibs. 1,349,129 1,446,729 614,684

Milk sold per cow, lbs. 17,270 18,402 13,559

Average milk plant test, percent butterfat 3.66% 3.67% 3.63%
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The cost of producing milk has been compiled using the whole farm method and is featured in the following table. Accrual
receipts from milk sales can be compared with the accrual costs of producing milk per cow and per hundredweight of milk.
Using the whole farm method, operating costs of producing milk are estimated by deducting nonmilk accrual receipts from
total accrual operating expenses including expansion livestock purchased. Purchased inputs cost of producing milk are the
operating costs plus depreciation. Total costs of producing milk include the operating costs of producing milk plus depre-
ciation on machinery and buildings, the value of unpaid family labor, the value of operators' labor and management, and the
interest charge for using equity capital.

ACCRUAL RECEIPTS FROM DAIRY, COSTS OF PRODUCING MILK,
AND PROFITABILITY
Intensive Grazing Dairy Farms, 1996

59 New York 21 More Profitable 9 Less Profitable
Dairy Farms Dairy Farms Dairy Farms
Item Per Cow Per Cwt. Per Cow Per Cwt. Per Cow Per Cwt.
Accrual Cost of
Producing Milk
Operating costs $ 1,952 $ 11.29 $ 1,784 $ 9.74 $ 1,866 $ 13.66
Purchased inputs
costs $ 2,147 $ 1241 $ 1,973 $ 10.77 $ 2,092 $ 1531
Total Costs $ 2,824 $ 1633 $ 2,657 $ 1451 $ 2,756 $ 20.18
Accrual Receipts
From Milk $ 2,556 $ 1478 $ 2,702 $ 1475 $ 1,963 $ 1437
Net Farm Income
without Apprec. $§ 409 $ 236 $ 729 $ 398 $ -138 $ -094
Net Farm Income
with Apprec. $ 503 $ 2.91] $ 821 $ 448 $ 30 $ 0.29

The accrual operating expenses most commonly associated with the dairy enterprise are listed in the table below.
Evaluating these costs per unit of production enables an evaluation of the dairy enterprise.

DAIRY RELATED ACCRUAL EXPENSES
Intensive Grazing Dairy Farms, 1996

59 New York 21 More Profitable 9 Less Profitable
Dairy Farms Dairy Farms Dairy Farms

Item Per Cow Per Cwt. Per Cow Per Cwit. Per Cow Per Cwit.
Purchased dairy grain

& concentrate $ 762 $ 441 $ 754 $ 412 $ 648 $ 474
Purchased dairy roughage 36 0.21 38 0.21 163 1.19

Total Purchased

Dairy Feed $ 798 § 462 $ 792 § 433 $ 811 $ 593

Purchased grain & conc.

as % of milk receipts 30% 28% 33%
Purchased feed & cropexp.  § 948 $ 548 $ 936 $ 511 $ 881 § 645
Purchased feed & crop exp.

as % of milk receipts 37% 35% 45%
Breeding $ 33 § 019 $ 37 $ 020 $ 18 $ 013
Veterinary & medicine 56 0.32 60 0.33 46 0.33
Milk marketing 101 0.58 101 0.55 90 0.66
Bedding 12 0.07 9 0.05 10 0.08
Milking supplies 64 0.37 45 0.25 62 0.45
Cattle lease 0 0.00 0 0.00 1 0.01
Custom boarding 2 0.01 0 0.00 9 0.07

Other livestock expense 53 0.31 70 0.38 33 0.24
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Capital and Labor Efficiency Analysis

Capital efficiency factors measure how intensively the capital is being used in the farm business. Measures of la-
bor efficiency are key indicators of management's success in generating products per unit of labor input.

CAPITAL EFFICIENCY
Intensive Grazing Dairy Farms, 1996

Per Per Per Tillable Per Tillable
Item Worker Cow Acre Acre Owned
59 New York Dairy Farms
Farm capital $ 197,042 $ 6,821 $ 2,086 $ 3,205
Real estate 3,394 1,595
Machinery & equipment 34,791 1,204 368
Asset turnover ratio 0.44
21 More Profitable Dairy Farms
Farm capital $ 201,080 $ 6,592 $ 2,179 $ 3,046
Real estate 3,223 1,489
Machinery & equipment 34,422 1,129 373
Asset turnover ratio 0.49
9 Less Profitable Dairy Farms
Farm capital $ 133,155 $ 5,415 $ 1,681 3 2,215
Real estate 2,796 1,144
Machinery & equipment 25,680 1,052 326

Asset turnover ratio 0.44
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LABOR FORCE INVENTORY AND ANALYSIS
Intensive Grazing Dairy Farms, 1996

Years Value of
Labor Force Months Age of Educ. Labor & Mgmt.
59 New York Dairy Farms
Operator number 1 13.9 46 14 $ 23,569
Operator number 2 3.1 47 13 4,953
Operator number 3 0.5 47 16 1,186
Family paid 2.0
Family unpaid 3.6
Hired 9.3
Total 324 /12 =2.70 Worker Equivalent
1.34 Operator/Manager Equivalent
21 More Profitable Dairy Farms
Total Labor Force 31.1 /12 = 2.59 Worker Equivalent
Operator’s Labor 1.23 Operator/Manager Equivalent
9 Less Profitable Dairy Farms
Total Labor Force 22.0 /12 = 1.83 Worker Equivalent
Operator’s Labor 1.25 Operator/Manager Equivalent
59 New York 21 More Profitable 9 Less Profitable
Labor Dairy Farms Dairy Farms Dairy Farms
Efficiency Total Per Worker Total Per Worker Total Per Worker
Cows, average number 78 29 79 31 45 25
Milk sold, pounds 1,349,129 499,677 1,446,729 558,583 637,110 348,148
Tillable acres 255 94 239 92 145 79
Work units 802 297 800 309 430 235
59 New York 21 More Profitable 9 Less Profitable
Dairy Farms Dairy Farms Dairy Farms
Per Per Per Per Per Per
Labor Costs Cow Cwt. Cow Cwt. Cow Cwt.
Value of operator(s)
labor ($1,500/mo.) $ 337§ 1.95 $ 325 % 1.77 $ 553 % 405
Family unpaid
($1,500/mo.) 69 0.40 70 0.38 100 0.73
Hired 240 1.39 217 1.18 53 0.39
Total Labor $ 646 $ 373 $ 612 $ 334 $ 707§ 517
Machinery Cost $ 432 $ 250 $ 424 § 232 $ 412§ 302
Total Labor & Mach. $ 1078 $ 623 $ 1,036 $ 566 $ L1199 § 819
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COMPARATIVE ANALYSIS OF THE FARM BUSINESS

Progress of the Farm Business

Comparing your business with average data from regional DFBS cooperators that participated in both of the last
two years can be helpful to establishing your goals for these parameters. It is equally important for you to determine the
progress your business has made over the past two or three years, to compare this progress to your goals, and to set goals for
the future.

PROGRESS OF THE FARM BUSINESS
Same Intensive Grazing Dairy Farms, 1995 & 1996

Same 46 New York Same 18 More Same § Less
Dairy Farms Profitable Dairy Farms Profitable Dairy Farms

Selected Factors 1995 1996 1995 1996 1995 1996
Size of Business
Average number of cows 74 76 78 83 46 46
Average number of heifers 53 57 61 66 18 22
Milk sold, lbs. 1,293,390 1,312,663 1,458,734 1,528,102 634,310 639,990
Worker equivalent 2.56 2.58 2.63 2.69 1.81 1.81
Total tillable acres 235 240 248 254 136 145
Rates of Production
Milk sold per cow, Ibs. 17,597 17,232 18,742 18,411 13,789 13,875
Hay DM per acre, tons 2.1 24 2.1 2.9 1.8 2.1
Corn silage per acre, tons 11.6 13.4 13.2 16.1 10.1 11.1
Labor Efficiency
Cows per worker 29 29 30 31 25 25
Milk sold/worker, Ibs. 505,230 508,784 554,652 568,068 350,448 353,586
Cost Control
Gramn & conc. purchased

as % of milk sales 27% 29% 24% 27% 30% 33%
Dairy feed & crop exp.

per cwt. milk $ 430 § 5.49 3 404 $ 5.07 $ 501 % 6.51
Labor & mach. costs/cow $ 1,007 $ 1,052 $ 1,048  §$ 1,045 $ 930 % 1,115

Operating cost of producing
cwt. of milk $ 1000 $ 10.97 $ 947 § 9.78 $ 1054 % 13.68
Capital Efficiency**

Farm capital per cow $ 6333 § 6,421 $ 659 § 6,641 $ 4,880 $ 5,296
Mach. & equip. per cow $ L1176 $ 1,192 $ 1209 $ 1,150 3 872 § 950
Asset turnover ratio 0.40 0.46 0.41 0.49 0.38 0.46
Profitability
Net farm income w/o apprec. $ 22,592 $§ 35929 $ 35270 $ 60,121 $ 4754 % -6,031
Net farm income w/apprec. $ 25394 $§ 42,198 $ 36518 $ 66,922 $ 510§ 2,352
Labor & mgt. income

per operator/manager $ 2673 § 11,081 $ 10958 $ 28,836 $ -4533 $ -14,390
Rate of return on equity

capital w/appreciation -2.7% 2.2% 0.5% 8.1% -17.1% -14.0%
Rate of return on all

capital w/appreciation 1.0% 4.0% 2.9% 7.9% -6.5% -5.7%
Financial Summary
Farm net worth, end year $ 310,085 $ 336,671 $ 346,568 $ 389,151 $ 119914 § 166,504
Debt to asset ratio 0.35 0.33 0.34 0.32 0.46 0.36
Farm debt per cow $ 2,178 § 2,151 $ 225 $ 2,219 $ 2,161 $ 2,057

*Farms participating both years.
**Average for the year.
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Regional Farm Business Chart

The Farm Business Chart is a tool which can be used in analyzing your business. Compare your business by
drawing a line through or near the figure in each column which represents your current level of performance. The five fig-
ures in each column represent the average of each 20 percent or quintile of farms included in the regional summary. Use
this information to identify business areas where more challenging goals are needed.

FARM BUSINESS CHART FOR FARM MANAGEMENT COOPERATORS
59 Intensive Grazing Dairy Farms, 1996

Size of Business Rate of Production Labor Efficiency
Worker No. Pounds Pounds Tons Tons Corn Cows Pounds
Equiv- of Milk Milk Sold Hay Crop Silage Per Milk Sold
alent Cows Sold Per Cow DM/Acre Per Acre Worker Per Worker
(11)* (In (1) (10) % 9 (1D (11)
5.03 174 3,233,761 21,140 3.9 20 42 737,286
3.03 80 1,446,550 18,080 2.8 16 32 555,383
2.30 59 977,947 16,794 2.4 15 28 483,102
1.91 48 729,315 15,316 2.0 13 24 376,359
1.43 38 515,126 11,837 1.4 8 18 247,283

Cost Control

Grain % Grain is Machinery Labor & Feed & Crop Feed & Crop
Bought of Milk Costs Machinery Expenses Expenses Per
Per Cow Receipts Per Cow Costs per Cow Per Cow Cwt. Milk
(10) (10 (1D (11 (10 (10)
$423 20% $216 $783 $578 $3.95
644 25 367 1,014 821 4.81
734 30 437 1,126 912 5.45
837 34 524 1,236 1,052 6.16
999 41 680 1,504 1,165 7.29
Value and Cost of Production Profitability
Milk Oper. Cost Total Cost Net Farm Net Farm Labor & Change in
Receipts Milk Production Income Inc. w/o Mgt. Inc. Net Worth
Per Cow Per Cwit. Per Cwit. w/Apprec. Apprec. Per Oper. w/Apprec.
(10) (10) (10) 3) 3) (3) (6)
$3,154 $8.41 $13.87 $108,331 $97,365 $46,618 $94,476
2,771 10.32 15.41 54,620 45,539 22,113 34,968
2,439 [1.17 17.08 32,358 26,038 6,117 19,989
2,217 12.39 18.77 15,515 9,488 -8,018 6,427
1,753 14.71 23.95 -8,803 -13,593 -32,101 -11,838

*Page number of the participant's DFBS where the factor is located.
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IDENTIFY AND SET GOALS

If businesses are to be successful, they must have direction. Written goals help provide businesses with an identifi-

able direction over both the long and short term. Goal setting is as important on a dairy farm as it is in other businesses.
Written goals are a tool which farm operators can use to ensure that the business continues to move in the desired direction.
Goals should be SMART:

L.

2.

Goals should be Specific.

Goals should be Measurable.

Goals should be Achievable but challenging.

Goals should be Rewarding.

Goals should be Timed with a designated date by which the goal will be achieved.

Goal setting on a dairy farm should be a process for writing down and agreeing on goals that you have already

given some thought to. It is also important to remember that once you write out your goals they are not cast in concrete. If
a change takes place which has a major impact on the farm business, the goals should be reworked to accommodate that
change. Refer to your goals as often as necessary to keep the farm business progressing.

It 1s important to identify both objectives (long-range) and goals (short-range) when looking at the future of your

farm business.

A suggested format for writing out your goals is as follows:

a. Begin with a mission statement which describes why the business exists based on the preferences and val-
ues of the owners.

b. Identify 4-6 objectives.

c. Identify SMART goals.

Worksheet for Setting Goals

Mission and Objectives
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Worksheet for Setting Goals (Continued)

II. Goals
What How When Who is Responsible

Summarize Your Business Performance

The Farm Business and Financial Analysis Charts on pages 22-25 can be used to help identify strengths and weak-
nesses of your farm business. Identify three major strengths and three areas of your farm business that need improvement.

Strengths: Needs improvement:
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GLOSSARY AND LOCATION OF COMMON TERMS

Accounts Payable - Open accounts or bills owed to feed and supply firms, cattle dealers, veterinarians and other pro-
viders of farm services and supplies.

Accounts Receivable - Outstanding receipts from items sold or sales proceeds not yet received, such as the payment
for December milk sales received in January.

Accrual Expenses - (defined on page 11)
Accrual Receipts - (defined on page 12)

Annual Cash Flow Statement - (defined on page 19)

Appreciation - (defined on page 13)

Asset Turnover Ratio - The ratio of total farm income to total farm assets, calculated by dividing total accrual oper-
ating receipts plus appreciation by average total farm assets.

Balance Sheet - A "snapshot” of the business financial position at a given point in time, usually December 31. The
balance sheet equates the value of assets to liabilities plus net worth.

bST Usage - An estimate of the percentage of herd, on average, that was injected with bovine somatotropin during the
year.

Capital Efficiency - The amouni of capital invested per production unit. Relatively high investments per worker with
low to moderate investments per cow imply efficient use of capital.

Cash From Nonfarm Capital Used in the Business - Transfers of money from nonfarm savings or investments to the
farm business where it is used to pay operating expenses, make debt payments and/or capital purchases.

Cash Flow Coverage Ratio - (defined or page 20)

Cash Paid - (defined on page 10}
Cash Receipts - (defined on page 12)

Change in Accounts Payable - (defived on page 11)

Change in Accounts Receivable - (defined on page {2)

Change in Inventory - (defined on page 10)
Current Portion - (defined on page 15)

Bairy (farm) - A farm business where dairy farming is the primary enterprise, operating and managing this farm is a
full-time occupation for one or more people and cropland is owned.

Dairy Cash-Crop (farm) - Operating and managing this farm is the {ull-time occupation of one or more people, crop-
land is owned but crop sales exceed 10 percent of accrual milk receipts.

Debt Per Cow - Total end-of-year debt divided by end-of-year number of cows.
Debt to Asset Ratios - (defined on page 17)

Dry Matter - The amount or proportion of dry material that remains after all water is removed. Commonly used to
measure dry matter percent and tons of dry matter in feed.

Equity Capital - The farm operator/manager's owned capital or farm net worth.
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Expansion Livestock - Purchased dairy cattle and other livestock that cause an increase in herd size from the begin-
ning to the end of the year.

Farm Debt Payments as Percent of Milk Sales - Amount of milk income committed to debt repayment, calculated by
dividing planned debt payments by total milk receipts. A reliable measure of repayment ability, see page 20.

Farm Debt Payments Per Cow - Planned or scheduled debt payments per cow represent the repayment plan sched-
uled at the beginning of the year divided by the average number of cows for the year.

Financial Lease - A long-term non-cancellable contract giving the lessee use of an asset in exchange for a series of
lease payments. The term of a financial lease usually covers a major portion of the economic life of the asset. The
lease is a substitute for purchase. The lessor retains ownership of the asset.

Income Statement - A complete and accurate account of farm business receipts and expenses used to measure profit-
ability over a period of time such as one year or one month.

Labor and Management Income - (defined on page 14)

Labor and Management Income Per Operator - The return to the owner/manager’s labor and management per full-
time operator.

Labor Efficiency - Production capacity and output per worker.

Liquidity - Ability of business to generate cash to make debt payments or to convert assets to cash.

Net Farm Income - (defined on page 13)

Net Worth - The value of assets less liabilities equal net worth. It is the equity the owner has in owned assets.

Operating Costs of Producing Milk - (defined on page 25)

Opportunity Costs - The cost or charge made for using a resource based on its value in its most likely alternative use.
The opportunity cost of a farmer’s labor and management is the value he/she would receive if employed in his/her most
qualified alternative position.

Other Livestock Expenses - All other dairy herd and livestock expenses not included in more specific categories.
Other livestock expenses include; bST, DHIC, registration fees and transfers.

Part-Time Dairy (farm) - Dairy farming is the primary enterprise, cropland is owned but operating and managing this
farm is not a full-time occupation for one or more people.

Personal Withdrawals and Family Expenditures Including Nonfarm Debt Payments - All the money removed
from the farm business for personal or nonfarm use including family living expenses, health and life insurance, income
taxes, nonfarm debt payments, and investments,

Profitability - The return or net income the owner/manager receives for using one or more of his or her resources in
the farm business. True "economic profit" is what remains after deducting all the costs including the opportunity costs
of the owner/manager's labor, management, and equity capital.

Purchased Inputs Cost of Producing Milk - (defined on page 25)

Renter - Farm business owner/operator owns no tillable land and commonly rents all other farni real estate.

Repayment Analysis - An evaluation of the business' ability to make planned debt payments.

Replacement Livestock - Dairy cattle and other livestock purchased to replace those that were culled or sold from the
herd during the year.
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Return on Equity Capital - (defined on page 15)

Return on Total Capital - (defined on page 15)

Solvency - The extent or ability of assets to cover or pay liabilities. Debt/asset and leverage ratios are common meas-
ures of solvency.

Total Costs of Producing Milk - (defined on page 25)

Whole Farm Method - A procedure used to calculate costs of producing milk on dairy farms without using enterprise
cost accounts. All non-milk receipts are assigned a cost equal to their sale value and deducted from total farm ex-
penses to determine the costs of producing milk.
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