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Cost of Producing Milk

The cost of producing milk is compiled below using the whole farm method. The following steps are used in the
calculations.

1. The cost of expansion livestock is added to total accrual operating expenses to offset any related inventory increase
included in accrual receipts.

2. Accrual milk sales are deducted from total accrual receipts to get total accrual non-milk receipts, which are used to
represent total non-milk operating costs. This assumes that costs equal revenues for non-milk activities.

3. Total accrual non-milk receipts are subtracted from total accrual operating expenses including expansion livestock
to calculate the operating cost of producing milk.

4. Machinery depreciation and building depreciation are added to operating costs to determine the purchased inputs
cost of producing milk.

5. The opportunity cost of equity capital, operator's labor and operator's management and the value of unpaid family
labor are added to all other costs to obtain the total cost of producing milk. This cost includes all the operating,
depreciation, and imputed costs of producing milk.

Table 27.
COST OF PRODUCING MILK, WHOLE FARM METHOD
168 New York Dairy Farms, 2015
Average Average Top
Item 168 farms 10% Farms®®
Total Accrual Operating Expenses $3,674,835 $4,272,719
Expansion Livestock, Accrual + 18,200 + 27927
1. Total Accrual Operating Expenses,
Including Expansion Livestock $3,693,035 $4,300,645
Total Accrual Receipts $4,188,036 $5,036,938
Milk Sales, Accrual -3,549,741 - 4,245.455
2. Total Accrual Non-milk Receipts - $638,294 -$791,484
3. Operating Cost of Producing Milk $3,045,677 $3,120,626
Machinery Depreciation + 184,868 + 200,666
Building Depreciation + 129,353 + 159,944
Extraordinary Expense + 1662 + 0
4. Purchased Inputs Cost of Producing Milk $3,370,624 $3,481,235
Family Labor Unpaid ($2,600/month) + 3,168 + 6,094
Real Interest on Equity Capital + 87,849 + 392,962
Value of Operator’s Labor & Management + 151,461 + 157,591
5. Total Costs of Producing Milk $3,846,759 $4,037,883
6. Costs Per Cwit.:
Cwt. Milk Sold 193,869 230,786
Operating Cost Per Cwt. $15.76 $13.52
Purchased Inputs Cost Per Cwit. $17.39 $15.08
Total Cost Per Cwi. $19.84 $17.50

% Average of 16 farms with highest rates of return to all capital (without appreciation).
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Costs of producing milk per hundredweight are presented for eight expenditure categories in Table 28. The whole
farm method assumption that accrual non-milk receipts represent non-milk operating costs is used in computing net costs. A
$37,548 average increase in crop inventories per farm, ($0.19 per hundredweight of milk), is included in crop sales on the
168 farms. The top 10 percent farms had a $106,142 average increase in crop inventories per farm ($0.46 per hundredweight
of milk).

Table 28.
ITEMIZED COSTS OF PRODUCING MILK PER HUNDREDWEIGHT
BASED ON WHOLE FARM DATA
168 New York Dairy Farms, 2015
Average Average Top
Item 168 farms 10% Farms®?
Dairy grain and concentrate $6.60 $5.99
Dairy roughage 0.33 0.50
Nondairy feed 0.00 0.00
Professional nutritional services 0.00 0.00
Total feed expense $6.93 $6.49

Crop expense 1.32 1.06
- Crop sales and government receipts®! 0.51 0.66

Net Feed and Crop Expense $7.74 $6.89
Hired labor 3.01 2.59
Operator's and family labor 0.83 0.71

Total Labor Expense $3.84 $3.30
Machine repairs, fuel and hire 2.07 1.87
Machinery depreciation 0.95 0.87
- Gas tax refunds and custom work 0.06 0.02

Net Machinery Expense $2.96 $2.72
Replacement and expansion cattle purchases 0.13 0.12
- Sales and inventory growth 2.37 2.45

Net Cattle Purchases $-2.24 $-2.33
Milk marketing costs 0.96 0.93
All other livestock expense excluding purchases 2.39 2.05

Net Livestock Expense $3.35 $2.98
Real estate repairs, rent and taxes 0.90 0.81
Building depreciation 0.67 0.69

Total Real Estate Expense $1.57 $1.50
Interest paid 0.45 0.30
Interest on equity 1.66 1.70

Total Interest Expense $2.11 $2.00
Other operating and miscellaneous expenses 0.86 0.73
- Miscellaneous income 0.35 0.29

Net Miscellaneous Expenses $0.51 $0.44
Total Cost of Producing Milk $19.84 $17.50
Purchased Inputs Cost of Producing Milk $17.39 $15.08
Total Operating Cost of Producing Milk $15.76 $13.52

3INon-crop related government payments may bias the results.
%2Average of 16 farms with highest rates of return to all capital (without appreciation).



