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Table 63. 
SELECTED BUSINESS FACTORS BY MILKING FREQUENCY 

New York State Dairy Farms, 1995 & 1996 
2x1Day Milking 3xJDay Milking 

Item 1995 1996 1995 1996 

Number of farms 239 225 63 59 

Business Size & Production 
Number of cows 103 104 341 395 
Number of heifers 81 83 253 278 
Milk sold, Ibs. 1,898,410 1,890,634 7,470,752 8,718,450 
Milk sold/cow, Ibs. 18,517 18,093 21,898 22,058 
Milk plant test, % butterfat 3.67% 3.72% 3.61% 3.63% 
Tillable acres, total 304 311 715 787 
Hay crop, tons DM/acre 2.5 2.5 3.1 3.2 
Corn silage, tons/acre 14.1 15.2 16.4 16.9 
Forage DM/cow, tons 7.6 7.6 7.0 6.6 

Labor & Capital Efficiency 
Worker equivalent 3.23 3.18 8.16 8.92 
Milk sold/worker, Ibs. 587,980 594,539 915,617 977,405 
Cows/worker 32 33 42 44 
Farm capital/worker $212,503 $221,359 $243,419 $253,935 
Farm capital/cow $6,694 $6,768 $5,821 $5,734 
Farm capital/cwt. milk $36.14 $37.23 $26.59 $25.98 

Milk Production Costs & Returns 
Selected costs/cwt.: 

Hired labor $1.34 $1.37 $2.15 $2.30 
Grain & concentrate $3.63 $4.64 $3.49 $4.50 
Purchased roughage $0.09 $0.19 $0.16 $0.16 
Replacements purchased $0.16 $0.19 $0.14 $0.18 
Vet & medicine $0.36 $0.37 $0.42 $0.45 
Milk marketing $0.77 $0.67 $0.65 $0.52 
Other dairy expenses $0.80 $1.00 $1.03 $1.22 

Operating costs/cwt. $10.42 $11.80 $10.50 $12.11 
Total labor costs/cwt. $3.05 $3.12 $2.64 $2.72 
Operator resources/cwt. $2.87 $2.91 $1.48 $1.37 
Total costs/cwt. $14.62 $16.22 $13.09 $14.40 
Average farm price/cwt. $13.02 $15.02 $13.04 $14.93 
Return over total costslcwt. $-1.60 $-1.20 $-0.05 $0.53 

Related Cost Factors 
Hired labor/cow $247 $248 $471 $508 
Total labor/cow $565 $567 $579 $600 
Purchased dairy feed/cow $690 $878 $800 $1,028 
Purchased grain & concentrate 

as % of milk receipts 28% 31% 27% 30% 
Vet & medicine/cow $67 $68 $91 $99 
Machinery costs/cow $429 $482 $382 $419 -
Profitability Analysis 
Net farm income (without appreciation) $28,429 $37,294 $109,531 $168,879 
Labor & management income/operator $1,018 $6,454 $27,298 $56,827 
Rates of return on: 
Equity capital with appreciation -0.2% 2.1% 7.1% 10.2% 
All capital with appreciation 2.5% 4.0% 7.5% 9.0% 

•
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Table 64. 
FARM BUSINESS SUMMARY AND FARM FAMILY FINANCIAL SITUATION 

44 New York Dairy-Renter Farms,* 1996 

ACCRUAL EXPENSES ACCRUAL RECEIPTS 
Labor: Hired $19,421 Milk sales $273,790 
Feed: Dairy grain & concentrate 85,149 Dairy cattle 24,860 
Dairy roughage 10,559 Dairy calves 2,137 
Nondairy 32 Other livestock 221 
Machinery: Mach. hire, rent & lease 3,819 Crops 3,218 
Mach. repairs & farm vehicle expense 14,629 Government receipts 3,491 
Fuel, oil, grease 5,671 Custom machine work 989 
Livestock: Replacement livestock 6,579 Gas tax refund 83 
Breeding 3,617 Other 2,003 
Veterinary & medicine 7,173 TOTAL ACCRUAL RECEIPTS $310,791 
Milk marketing 13,297 
Bedding 1,851 PROFITABILITY ANALYSIS 
Milking supplies 5,923 Net farm income (without appreciation) $44,857 
Cattle lease & rent 186 Net farm income (with appreciation) $48,545 
Custom boarding 579 Labor & managment income/farm $29,670 
Other livestock expense 7,061 Number of operators 1.58 
Crops; Fertilizer & lime 5,463 Labor & management income/operator $18,778 
Seeds & plants 2,557 Rate of return on equity 
Spray & other crop expense 3,504 capital including appreciation 5.4% 
Real estate: Land, building & fence repair 3,456 
Taxes 959 BUSINESS FACTORS 
Rent & lease 18,267 Number of cows 98 
Other: Number of heifers 61 
Insurance 2,838 Worker equivalent 2.91 
Utilities (farm share) 8,449 Total tillable acres 226 
Interest paid 9,650 Milk sold per cow, Ibs. 18,593 
Miscellaneous 2,719 Hay DM per acre, tons 2.4 

TOTAL OPERATING EXPENSES $243,408 Corn silage per acre, tons 14.0 
Milk sold per worker, Ibs. 625,727 

Expansion livestock $10,327 Grain/cone. as % milk sales 31% 
Machinery depreciation 9,680 Feed & crop expense/cwt. milk $5.94 
Building depreciation 2,519 Labor & machinery costs/cow $949 

TOTAL ACCRUAL EXPENSES $265,934 Average price/cwt. milk $] 5.21 

ASSETS Jan. I Dec. 31 LIABILITIES Jan. 1 Dec. 31 
Farm cash, checking & savings $8,479 $7,699 Accounts payable $7,715 $5,901 
Accounts receivable 20,64] 24,723 Operating debt 4,888 7,469 
Prepaid expenses ]72 456 Short-term 3,277 4,177 
Feed & supplies 41,130 45251 Advanced gov't receipts 27 0 
Dairy cows** 98,517 ]09,661 Current Portion: 
Heifers 32,171 35,899 Intermediate 13,678 19,457 
Bulls & other livestock 635 691 Long Term 661 1,125 
Machinery & equipment** 79,466 92,043 Intermediate*** 69,117 79,412 
Farm Credit stock 1,650 2,154 Long term** 29,242 29,049 
Other stock & certificates 3,670 4,75] Total Farm Liabilities $128,605 $146,59] -Land & buildings** 30,552 38,275 Nonfarm Liabilities**** 5,455 7,286 

Total Farm Assets 
Nonfarm Assets**** 

$317,083 
52,894 

$361,604 
61,839 

Farm & Nonfarm Liabilities 
Farm Net Worth 

$134,060 
$188,478 

$153,877 
$215,013 

.. 
Farm & Nonfarm Assets $369,977 $423,443 Farm & Nonfarm Net Worth $235,917 $269,566 

*A renter owns no farm real estate or tillable land at the end of year. 
**Includes discounted lease payments. 

***Includes Farm Credit stock and discounted lease payments for cattle and machinery. 
****Average of 20 farms reporting. 

•
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Table 65. 
FARM BUSINESS SUMMARY AND FARM FAMILY FINANCIAL SITUATION
 

Average of 30 Top Ten Percent Farms by Rate of Return on All Capital
 
(without appreciation), 1996
 

ACCRUAL EXPENSES 
Labor: Hired 
Feed: Dairy grain & concentrate 
Dairy roughage 
Nondairy 
Machinery: Mach. hire, rent & lease 
Mach. repairs & farm vehicle expense 
Fuel, oil, grease 
Livestock: Replacement livestock 
Breeding 
Vet & medicine 
Milk marketing 
Bedding 
Milking supplies 
Cattle lease & rent 
Custom boarding 
Other livestock expense 
Crops; Fertilizer & lime 
Seeds & plants 
Spray & other crop expense 
Real estate: Land, building & fence repair 
Taxes 
Rent & lease 
Other: 
Insurance 
Utilities (farm share) 
Interest paid 
Miscellaneous 

TOTAL OPERATING EXPENSES 

Expansion livestock 
Machinery depreciation 
Building depreciation 

TOTAL ACCRUAL EXPENSES 

$215,611 
412,034 

13,779 
0 

15,547 
58,938 
21,276 
16,939 
11,300 
42,040 
45,545 
19,049 
32,332 
4,371 

11,557 
32,406 
26,559 
15,990 
15,603 
24,573 
15,494 
30,734 

12,854 
30,223 
81,167 
14,382 

$1,220,304 

$31,220 
50,412 
29,645 

$1,331,581 

ACCRUAL RECEIPTS 
Milk sales 
Dairy cattle 
Dairy calves 
Other livestock 
Crops 
Government receipts 
Custom machine work 
Gas tax refund 
Other 

TOTAL ACCRUAL RECEIPTS 

PROFITABILITY ANALYSIS 
Net farm income (without appreciation) 
Net farm income (with appreciation) 
Labor & management income/operator 
Rate of return on equity 
capital without appreciation 

Rate of return on all 
capital without appreciation 

BUSINESS FACTORS 
Number of cows 
Number of heifers 
Worker equivalent 
Total tillable acres 
Milk sold per cow, Ibs. 
Hay DM per acre, tons 
Corn silage per acre, tons 
Milk sold per worker, Ibs. 
Grain/conc. as % milk sales 
Feed & crop exp.lcwt. milk 
Labor & mach. costs/cow 
Average price/cwt. milk 

$1,432,849 
100,440 

7,206 
566 

24,431 
9,609 
2,199 

700 
9,122 

$1,587,120 

$255,539 
272,178 
119,672 

16.4% 

12.5% 

445 
321 

9.42 
870 

21,506 
3.4 

17.7 
1,016,174 

29% 
$5.06 
$930 

$14.97 

ASSETS Jan. 1 
Farm cash, checking & savings $10,397 
Accounts receivable 80,721 
Prepaid expenses 1,825 
Feed & supplies 233,235 
Dairy cows* 418,362 
Heifers 151,835 
Bulls & other livestock 3,138 
Machinery & equipment* 364,740 
Farm Credit stock 13,405 
Other stock & certificates 36,403 
Land & buildings* 889,629 

Total Farm Assets $2,203,690 
Nonfarm Assets*** 85,789 

Farm & Nonfarm Assets $2,289,479 
*Includes discounted lease payments. 

Dec. 31 
$12,395 

91,291 
4,886 

281,753 
450,290 
178,865 

3,361 
400,741 

11,650 
40,702 

927,966 
$2,403,900 

91 ,431 
$2,495,331 

LIABILITIES 
Accounts payable 
Operating debt 
Short-term 
Advanced gov't receipts 
Current Portion: 

Intermediate 
Long Term 

Intermediate** 
Long-term* 

Total Farm Liabilities 
Nonfarm Liabilities*** 

Farm & Nonfarm Liabilities 
Farm Net Worth 
Farm & Nonfarm Net Worth 

Jan. I 
$32,882 

63,986 
22,431 

982 

66,463 
27,219 

386,496 
431,110 

$1,031,570 
16,483 

$1,048,053 
$1,172,120 
$1,241,426 

Dec. 31 
$21,233 

75,956 
20,290 

o 

74,386 
30,494 

403,346 
435,867 

$1,061,572 
16,824 

$1,078,396 
$1,342,328 
$1,416,935 

,,0, 
-

**Includes Farm Credit Stock and discounted lease payments for cattle and machinery. 
***Average of 15 farms reporting. 

•
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Table 66. 
FARM BUSINESS SUMMARY AND FARM FAMILY FINANCIAL SITUATION 

Average of 300 New York Dairy Farms, 1996 

ACCRUAL EXPENSES ACCRUAL RECEIPTS 
Labor: Hired $63,428 Milk sales 
Feed: Dairy grain & concentrate 152,620 Dairy cattle 
Dairy roughage 5,814 Dairy calves 
Nondairy 149 Other livestock 
Machinery: Mach. hire, rent & lease 8,473 Crops 
Mach. repairs & farm vehicle expense 25,829 Government receipts 
Fuel, oil, grease 10,307 Custom machine work 
Livestock: Replacement livestock 6,430 Gas tax refund 
Breeding 5,036 Other 
Vet & medicine 13,970 - Non-cash capital transfer 
Milk marketing 19,750 TOTAL ACCRUAL RECEIPTS 
Bedding 5,037 PROFITABILITY ANALYSIS 
Milking supplies 11,694 Net farm income (without appreciation) 
Cattle lease & rent 848 Net farm income (with appreciation) 
Custom boarding 3,336 Labor & management income/farm 
Other livestock expense ] 1,905 Number of operators 
Crops; Fertilizer & lime 10,677 Labor & management income/operator 
Seeds & plants 6,728 Rate of return on equity 
Spray & other crop expense 7,181 capital including appreciation 
Real estate: Land, building & fence repair 7,785 
Taxes 8,616 BUSINESS FACTORS 
Rent & lease 8,397 Number of cows 
Other: Number of heifers 
Insurance 6,045 Worker equivalent 
Utilities (farm share) 12,954 Total tillable acres 
Interest paid 30,557 Milk sold per cow, Ibs. 
Miscellaneous 5,285 Hay DM per acre, tons 

TOTAL OPERATING EXPENSES $448,852 Corn silage per acre, tons 
Milk sold per worker, Ibs. 

Expansion livestock $9,272 Grain/conc. as % milk sales 
Machinery depreciation 21,300 Feed & crop exp.lcwt. milk 
Building depreciation 13,660 Labor & mach. costs/cow 

TOTAL ACCRUAL EXPENSES $493,084 Average price/cwt. milk 

$501,774 
32,615 

2,771 
756 

9,085 
6,249 

726 
256 

3,865 
178 

$557,918 

$64,834 
76,335 
29,095 

1.56 
$18,651 

5.5% 

167 
124 

4.48 
415 

20,113 
2.8 

15.9 
747,861 

30% 
$5.46 

$1,032 
$14.98 

Dec. 31 
$15,709 

23,250 
4,904 

100 

29,567 
I] ,701 

158,158 
178,199 

$421,588 -5,188 
$426,776 
$648,186 ".. 

$719,566 

ASSETS 
Farm cash, checking & savings 
Accounts receivable 
Prepaid expenses 
Feed & supplies 
Dairy cows * 
Heifers 
Bulls & other livestock 
Machinery & equipment* 
Farm Credit stock 
Other stock & certificates 
Land & buildings* 

Total Farm Assets 
Nonfarm Assets*** 

Farm & Nonfarm Assets 

Jan. I 
$6,396 
33,188 

1,013 
87,402 

166,286 
68,875 

2,188 
178,670 

5,119 
14,552 

443,247 
$1,006,936 

75,155 
$1,082,091 

Dec. 31 
$6,814 
35,722 

1,170 
100,533 
175,977 
75,333 

2,046 
191,180 

5,051 
16,945 

459,003 
$1,069,774 

76,568 
$1,146,342 

LIABILITIES 
Accounts payable 
Operating debt 
Short-term 
Advanced gov't rec. 
Current Portion: 

Intermediate 
Long Term 

Intermediate*** 
Long-term** 

Total Farm Liabilities 
Nonfarm Liabilities**** 

Farm & Nonfarm Liabilities 
Farm Net Worth 
Farm & Nonfarm Net Worth 

Jan. I 
$16,865 

19,437 
5,044 

110 

26,615 
9,754 

152,945 
168,777 

$399,547 
4,939 

$404,486 
$607,389 
$677,605 

*Includes discounted lease payments. 
**Includes Farm Credit stock and discounted lease payments for cattle and machinery. 

***Average of 175 farms reporting. 

•
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APPENDIX 

THE ECONOMIC ENVIRONMENT FACING
 

NEW YORK DAIRY FARMERS
 

-


• 
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The prices dairy farmers pay for a given quantity of goods and services has a major influence on farm production 
costs. The astute manager will keep close watch on unit costs and utilize the most economical goods and services. 

Table At. 
PRICES PAID BY NEW YORK FARMERS FOR SELECTED ITEMS, 1986-1996 

Mixed Fertilizer, Seed Wage Rate 
Dairy Feed Urea Corn, Diesel Tractor All Hired 

Year 16% Protein 45-46%N Hybrid* Fuel 50-59 PTO* Farm Workers 
($/ton) ($/ton) ($/80,000 ($/gal) ($) ($/hr) 

kernels) 
1986 162.9 200** 65.60 0.840** 16,550 4.41 *** 
1987 152.8** 190** 64.90 0.765** 16,650 4.60*** 
1988 180.8** 208** 64.20 0.810** 17,150 5.02*** 
1989 188.5** 227** 71.40 0.828** 17,350 5.25*** 
1990 176.8** 215** 69.90 1.080** 17,950 5.51 *** 
1991 171.8** 243** 70.20 0.995** 18,650 6.06*** 
1992 173.8** 221** 71.80 0.910** 18,850 5.76 
1993 171.3** 226** 72.70 0.900** 19,200 6.16 
1994 180.8** 233** 73.40 0.853** 19,800 6.61 
1995 175.0** 316** 77.10 0.850** 20, I00 6.54 
1996 226.0** 328** 77.70 1.020** 20,600 6.95 

SOURCE: NYASS, New York Agricultural Statistics. USDA, ASB, Agricultural Prices. *United States average. 
**Northeast region average. ***New York and New England combined, 1985-1991. 

Inflation, farm profitability, supply and demand all have a direct impact on the inventory values on New York dairy 
farms. The table below shows year-end (December) prices paid for dairy cows (replacements), an index of these cow prices, 
an index of new machinery prices (U.S. average), the average per acre value of farmland and buildings reported in January 
(February for 1986-89 and April for 1982-85), and an index of the real estate prices. 

Table A2. 
VALUES OF NEW YORK DAIRY FARM INVENTORY ITEMS, 1981-1996 

Dairy Cows Machinery* Farm Real Estate 
Year Value/Head 1977=100 1977=100 Value/Acre 1977=100 

1981 $1,120 226 149 $773 132 
1982 1,010 204 163 821 140 
1983 850 172 173 817 139 
1984 790 160 181 848 144 
1985 740 149 181 820 140 
1986 770 156 178 843 144 
1987 870 176 180 960 164 
1988 900 182 189 993 169 
1989 1,020 206 201 1,045 178 
1990 1,060 214 209 1,014 173 
1991 1,040 210 219 1,095 187 
1992 1,090 220 226 1,139 194 i ­
1993 1,100 222 235 1,237 211 
1994 1,100 222 249 1,383 236 
1995 1,010 204 250 1,380 235 .' 
1996 1,030 208 269 1,333 227 

SOURCE: NYASS, New York Agricultural Statistics and New York Crop and Livestock Report. USDA, ASB, Agricultural 
Prices. 

*United States average; 1995 and 1996 are estimated due to discontinuation of 1977=100 series. 

•
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As the number of milk cow operations decreases, the average number of milk cows per operation increases as shown 
by Chart AI. There were 5,300 less milk cow operations in 1996 than there were in 1987. The average number of milk cows 
per operation has increased by 20 cows, or 36 percent over the same period. On January I, 1997, 36 percent of the total milk 
cows were in herds with 50-99 head, 49 percent were in herds with over 100 milk cows, and 15 percent were in herds with 
less than 50 head. 

Chart At. 

NUMBER OF OPERATIONS WITH MILK COWS AND AVERAGE NUMBER OF
 
MILK COWS PER OPERATION
 

New York, 1986-1996
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Table A3. 
MILK COW OPERATIONS AND MILK COW INVENTORY 

by Herd Size, 1987 to 1997 

MILK COW OPERAnONS MILK COWS ON FARMS, JAN. 1 
BY HERD SIZE & TOTAL, 1987-1996 BY HERD SIZE & TOTAL, 1988-1997 

(Number of Milk Cows in Herd) (Number of Milk Cows in Herd) 
100­ 200 30­ 50­ 100­ 200 

Year 1-29 30-49 50-99 199" 
(Number of Operations) 

plus Total Year 1-29 49 99 199" 
(Thousand Head) 

plus Total 

1987 
1988 
1989 

3,300 
3,200 
2,700 

4,300 
3,850 
3,400 

5,000 
5,300 
5,400 

1,900 
1,850 
2,000 

14,500 
14,200 
13,500 

1988 
1989 
1990 

32 
30 
29 

171 
144 
121 

332 
335 
321 

281 
271 
289 

816 
780 
760 

1990 2,650 3,150 5,300 1,900 13,000 1991 27 116 319 288 750 
1991 2,500 2,900 5,000 1,800 12,200 1992 24 111 314 291 740 
1992 
1993 
1994 
1995 
1996 

2,600 
2,400 
2,400 
2,100 
1,800 

2,600 
2,500 
2,200 
2,200 
2,000 

4,400 
4,200 
4,200 
4,000 
3,700 

1,900 
1,500 
1,500 
1,300 
1,300 

400 
400 
400 
400 

11,500 
11,000 
10,700 
10,000 
9,200 

1993 
1994 
1995 
1996 
1997 

27 
22 
21 
19 
20 

97 
87 
92 
79 
85 

300 
297 
277 
259 
250 

306 
189 
178 
196 
195 

130 
142 
147 
150 

730 
725 
710 
700 
700 

-
,. 

"100 plus category prior to 1993.
 
Source: NYASS, New York Agricultural Statistics, 1996-1997.
 

•
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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 providers 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 Accounting: (defined on page 7). 

Accrual Expenses: (defined on page 9). 

Accrual Receipts: (defined on page 9). 

Annual Cash Flow Statement: (defined on page 16). 

Appreciation: (defined on page 10). 

Asset Turnover Ratio: (defined on page 35). 

Available for Debt Service per Cow: Net cash available for debt service after deducting net personal withdrawals for family 
expenditures, divided by the average number of cows. 

Average Top 10% Farms: Average of 30 farms with highest rate of return on all capital (without appreciation). 

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. 

Barn Types: Stanchion: cows are confined in a stall by a stanchion or neck chain. Freestall: cows move at will between 
open stalls and feeding areas. Combination: both stanchion and freestall barns used. 

bST Usage: An estimate of percentage of herd that was injected with bovine somatotropin during the year. 

Business Records: Account Book: any organized farm record book or ledger. Agrifax (mail-in): Farm Credit's 
recordkeeping service. On-Farm Computer: computerized business and financial records entered and kept on the 
farm. Other: accountant, recordkeeping association or no organized recordkeeping system. 

Capital Efficiency: The amount of capital invested per production unit. Relatively high investments per worker with low to 
moderate investments per cow imply efficient use of capital. (See analysis, page 35). 

Capital Investment: Commonly used as substitute term for farm capital or total farm assets. 

Cash Flow: The movement of money in and out of the business over a given period of time, e.g. one year. (See Annual Cash 
Flow Statement, page 16). 

Cash Flow Coverage Ratio: (defined on page 18). 

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

Cash Paid: (defined on page 8). 

Cash Receipts: (defined on page 9). 

Change in Accounts Payable: (defined on page 9). 

Change in Accounts Receivable: (defined under Accrual Receipts on page 9). 
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Change in Advanced Government Receipts: (defined under Accrual Receipts page 9). 

Change in Inventory: (defined on page 8). 

Corporation: Business is organized under state corporation law. Corporation is owned, operated, and managed by members 
of one or more farm families and owner/operators are corporate employees. Corporate accounts are modified to 
exclude operator wages' and other compensation from operating expenses for DFBS use. 

Cost of Producing Milk, 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 expenses to determine the costs of producing milk. (see page 25). 

Current (assets and liabilities); Farm inventories and operating capital that usually turnover annually, and the debt associated 
with their growth and maintenance. 

Current Portion: Principal due in the next year for intermediate and long term debt. 

Dairy Cash-Crop (farm): Operating and managing this farm is the full-time occupation of one or more people, cropland is 
owned but crop sales exceed ten percent of accrual milk receipts. 

Dairy Farm Renter: (dairy-renter) - Farm business owner/operator owns no tillable land and commonly rents all other farm 
real estate. 

Dairy Grain and Concentrate: All grains, protein supplements, milk substitutes, minerals and vitamins purchased and fed 
to the dairy herd. 

Dairy Records: DHIC: Dairy Herd Improvement Cooperative official milk production records. Owner Sampler: weights 
and samples are taken by farmer but tested by DHIC. Other: all other methods used to obtain periodic production 
data on individual cows. None: no milk production records on individual cows. 

Dairy Roughage: All hay, silage or other fodder purchased and fed to the dairy herd. 

Debt Per Cow: Total end-of-year debt divided by end-of-year number of cows. 

Debt to Asset Ratios: (defined on page 14). 

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. 

Expansion Livestock: Purchased dairy cattle and other livestock that cause an increase in herd size from the beginning to the 
end of the year. 

Farm Business Chart: (see definition and application on page 37). 

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 pages 18 and 40. 

Farm Debt Payments Per Cow: Planned or scheduled debt payments per cow represent the repayment plan scheduled at the 
beginning of the year divided by the average number of cows for the year. This measure of repayment ability is used 
in the Financial Analysis Chart on page 40. 

Financial Lease: A long-term non-cancelable 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. 

Hay Crop: All hay land, including new seedings, harvested once or more as hay or hay crop silage. 
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Hay Dry Matter: see Dry Matter. 

Heifers: Female dairy replacements of all ages. 

Hired Labor (expenses): All wages, nonwage compensation, payroll taxes, benefits, and perquisites paid employees. 

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

Intensive Grazing: The dairy herd is on pasture at least three months of the year, changing paddock at least every three days 
and percent of forage from pasture is at least 30 percent. 

Intermediate (assets and liabilities): Farm business property and associated debt that is turned over from one to ten years. 

Labor and Management Income: (defined on page 11).
 

Labor and Management Income Per Operator: (defined on page 11).
 

Labor Efficiency: Production capacity and output per worker. (See analysis on pages 35 and 36).
 

Labor Force: Operator(s): Person or persons that run the farm and make the management decisions. An operator does not
 
have to be a farm owner. Family Paid: all family members, excluding operators, that are paid for working on the 
farm. Family Unpaid: all family members, excluding the operators, that are not paid for farm work performed. 

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

Long-Term (assets and liabilities): Farm real estate and associated debt with typical life of ten or more years. 

Milk Marketing (expenses): Milk hauling fees and charges, co-op dues, milk advertising and promotion expenses. 

Milking Frequency: 2X/day: all cows were milked two times per day for the entire year. 3X/day: all cows were milked 
three times per day for the entire year. Other: any combination of 2X, 3X, and more frequent milking. 

Milking Systems: Bucket and Carry: milk is transferred manually from milking unit to pail to tank. Dumping Station: milk 
is dumped from milking unit into transfer station and then pumped to tank. Pipeline: milking units are connected 
directly to milk transfer lines. Herringbone: milking parlor designed to move and milk cows in groups. Other 
Parlor: parlors in which cows move and are milked individually. 

Net Farm Income: (defined on page 10).
 

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

Nondairy Feed: All grain, concentrates, and roughage purchased and fed to nondairy livestock.
 

Nonfarm Noncash Capital: (defined on page 9).
 

Nontillable Pasture: Permanent or semi-permanent pasture land that could not be included in a regular cropping sequence or
 
rotation. 

Operating Costs of Producing Milk: (defined on page 25). 

Opportunity Cost: 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 Forage: All forage crops harvested but not included as hay crops or corn silage, e.g. oats, barley, and sudan grass
 
harvested as roughage.
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Other Livestock Expenses: All other dairy herd and livestock expenses not included in more specific categories. Other 
livestock expenses include; bedding, DHIC, milk house and parlor supplies, livestock board, 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. 

Partnership: Business is owned by two or more individuals who share profits according to their contribution of labor, 
management, and capital. 

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. 

Prepaid Expenses: (defined on page 9). 

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 costs including the opportunity costs of the 
owner/manager's labor, management, and equity capital. 

Purchased Inputs Costs of Producing Milk: (defined on page 25). 

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. 

Return on Equity Capital: (defined on page 12). 

Return to all Capital: (defined on page 12). 

Sole Proprietorship: Business is owned by one individual but there may be more than one operator. 

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

Specialized Dairy 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. 

Statement of Owner Equity (reconciliation): (defined on page 15). 

Taxes (expenses): Real estate taxes (school, town, and county). Payroll taxes are included as a hired labor expense. Income 
and self-employment taxes are a personal expense for all noncorporate taxpayers. 

Tillable Acres: All acres that are normally cropped including hayland that is pastured. Acres that are doubled cropped are 
counted once. 

Tillable Pasture: Hay crop acreage currently used for grazing that could be tilled in a regular cropping sequence. 

Total Costs of Producing Milk: (defined on page 25). ­
Worker Equivalent: The number of full-time workers equivalent to all the full and part-time people working throughout the 

year. Operator and family labor is included. Worker equivalents are determined by converting all work to full-time 
months (based on a 230 hours per month) and dividing by 12. 

•
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NOTES
 

-


• 
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