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T he objectives o f  th is paper are to  charac ter
ize th e  incom e and expense s itu a tio n  on 
M idwestern dairy  farm s and  to  show  th e  effects o f 
size o f  o p era tio n , level o f o u tp u t, and herd  hea lth  
on dairy  incom e.

Income and Expense Characteristics for 
Michigan Dairy Herds

T he values show n in Tables 1 and 2 are 
averages fo r T elfarm  coopera to rs in 1970 . Telfarm  
is a com pu terized , mail-in farm  acco u n t system  
m ain tained  by  th e  A gricultural E conom ics D epartr 
m en t a t M ichigan S ta te  U niversity. T hose farm s 
included Eire specialized S o u th ern  M ichigan dairy 
farm s th a t  receive a t least 80  p ercen t o f their 
incom e from  th e  sale o f dairy  p ro d u c ts  and cattle.

T hree sizes o f  dairy  farm s are included  in the 
tables. Table 1 show s th a t th e  to ta l investm en t for 
herds averaging 25 , 60 and 140 cows is $ 9 6 ,5 0 0 , 
$ 1 7 6 ,8 0 0  and $ 3 4 3 ,0 0 0 , respectively. As w ith 
m ost accounting  system s th e  inventory  values for 
land  and ca ttle  are conservative and below  m ark e t 
value. T he investm ent in im provem ents and bu ild 
ings is the d ep recia ted  value.

Table 1
Investment and Farm Characteristics of Southern Michigan 

Specialized Dairy Farms Enrolled in Telfarm, 1970.

Average number of cows
25 60 140

Number of farms 35 118 46
Investment, total $96,500 $176,800 $343,300

Land 47,100 71,800 129,400
Improvements 14,100 32,700 68,300
Machinery 15,000 28,500 52,200
Livestock 11,700 28,300 63,300
Feed 8,600 15,500 30,100

Number of men 1.3 2.0 4.0
Tillable acres 180 270 490
Price received for milk $5.95 $5.94 $5.94

Capital requ irem en ts for dairying are high and 
are rising. T he average to ta l investm ent for all 
specialized S ou th ern  Michigan dairy herds in the 
Telfarm  p ro jec t rose from  $ 1 4 2 ,8 0 0  in 1967 to  
$ 2 4 1 ,400  in 1971. This 69 p ercen t increase in to ta l 
investm ent has been accom panied by a 31 p ercen t 
increase in herd  size during th e  five year period.

*Dairy Farm Management Specialist at Michigan State University.

I t  is o ften  conven ien t to  associate an 
investm en t value on a per cow  basis w ith  dairy  
farm s. Such a “ th u m b  ru le” fo r investm ent needs 
has its m erits, b u t it  m ust be tem pered  w ith the 
realization  th a t the  investm ent per cow  is highest 
on small dairy  farm s. F or th e  th ree  groups in Table 
1 this investm ent per cow  is $ 3 ,8 6 0 , $ 2 ,9 4 6  and 
$ 2 ,450  fo r herd  sizes o f 25, 60 and 140  cows.

M idw est dairym en norm ally  p roduce the  feed 
needed  fo r their herds. T he high p ercen t o f the 
to ta l investm ent in land is indicative o f this 
practice. F u rth er, those w ith  small dairy herds 
receive a higher p ercen t o f  their incom e from  the 
sale o f  crops and m ain tain  m ore acres per cow.

T he incom e and cash expenses for these herds 
are show n in Table 2. T he values are particularly  
m eaningful in furnishing a know ledge o f the 
incom e and expenses enco u n te red  in dairy  farming. 
The n e t incom e represen ts the incom e th a t is 
available fo r d eb t accoun ts, capital purchase and

Tabic 2
Income and Costs for Southern Michigan Specialized 

Dairy Farms Enrolled in Telfarm. 1970*

Average number of cows
25 60 140

Income
Milk sales S 19.300 $45,900 $102,300
Livestock income 4,400 7,900 14,500
Crop sales 5.100 6.100 8.800
Government programs 700 400 1.100
Custom, refunds, etc. 500 500 1.000

Gross Income $30,000 $60,800 $127,700

Cash expense
Hired labor $ 1,300 $ 3,800 $13,300
Machinery expense 2,800 5,300 10.600
Improvement expense 900 2,200 4,600
Crop expense 3,000 5.000 10.000
Livestock costs 2,400 5.800 12,800
Land charge 1,900 3.100 6,900
Purchased feed 2,300 6,800 16,200
Other 700 1,500 3,200

Total Cash Expense $15,200 $33,500 $77,600

Returns
Net Income* $14,800 $27,300 $50,100

*Income available for family living, debt 
chases, income tax and savings.

accounts, capital pur-
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incom e tax  as well as fo r fam ily living and savings. 
The figure should  n o t  be th o u g h t o f as p rofit. For 
exam ple, on  the  60  cow  herds, d eb t repaym ents 
and capital purchases were $13 ,000 , leaving a 
balance o f $14 ,300 .

Herd Size and Labor Income.
O ne o f  the  m ore im p o rtan t factors affecting 

incom e is size o f  operation . In Table 3, dairy herds 
on th e  Telfarm  p ro jec t are grouped according to  
size o f herd . T he average labor incom e and re tu rn  
on investm en t fo r these herds is shown. Labor 
incom e m ay be defined  as the re tu rn  fo r o p e ra to r’s 
labor a fte r all cash expenses, depreciation , charge 
for fam ily labor and  five percen t re tu rn  on owned 
assets have been d ed u c ted .

Table 3

Labor Income and Rate Earned on Investment 
as Affected by Herd Size

Average Number 
of Cows

Labor
Income

Rate Earned on 
Investment

25 6,140 3.5
40 6,650 4.5
60 10,060 6.8
85 13,080 7.8

140 18,020 9.2

L abor incom e rose from  $6 ,140  for 25 cow 
herds to  $18 ,0 2 0  for 140 cow herds. The rate 
earned on investm ent increased in like m anner 
from 3.5 to  9.2 percent.

Milk Production and Labor Income.
Level o f milk p roduction  is one o f the 

im p o rtan t factors affecting  incom e. A study  o f the 
financial records o f  389 sou thern  Michigan 
Holstein herds ind icated  th a t the  average dairym an 
selling less than 11,000  pounds o f milk per cow 
was n o t covering his costs. These costs include his 
own and fam ily labor a t $2.50 per ho u r and equity  
investm ent a t five percent.

A sum m ary o f 1970 incom e and cost figures 
grouped according to  level o f m ilk sales is shown in 
Table 4. Herds were grouped a t 1,000 pound 
intervals from  u n d er 10,000  to  those over 15,000 
pounds o f m ilk sold per cow . The incom e and cost 
figures are for the  dairy enterprise. The cropping 
part o f farm  operation  is n o t included in the values 
shown. This system  o f enterprise analysis perm its 
an id en tity  o f th e  re tu rns from  the dairy herd 
separate from  those fo r crop p roduc tion . Feed 
produced  on th e  farm  is charged to  herds at m arket 
price.

Values show n fo r incom e include those from  
both  m ilk and ca ttle . Price o f m ilk for these farms 
averaged $5 .94  per hundred  weight. Obviously,

m ore m ilk per cow  m eans m ore gross incom e per 
cow .

C attle incom e includes th e  d ifference betw een 
sales and purchases, plus any change in inventory . 
There was a general increase in ca ttle  incom e, from  
$87 to  $173  per cow , from  th e  low er to  th e  higher 
producing groups. Higher p roducing  herds had 
greater cattle  purchases, higher prices received fo r 
som e of the  ca ttle  sold, and  a slightly higher 
inventory  value placed on ca ttle  re ta ined  in the  
herd.

The greater incom e o f th e  higher producing 
herds results, then , from  b o th  m ore m ilk sold and 
an increased incom e from  the ca ttle  sold.

A t each level o f  p ro d u c tio n  feed accoun ted  
fo r ab o u t half o f th e  cost o f  m ilk p rod u c tio n . 
G reater feed disappearance goes along w ith higher 
m ilk p roduc tion . A m an striving fo r high 
p roduction  needs to  develop w ays o f  getting  large 
quantities o f feed in to  good cows.

L abor was th e  n ex t largest expense and 
accounted  fo r over 40 p ercen t o f the  non-feed 
cost. Higher producing herds have the  greatest 
labor requirem ent. Herds selling over 15 ,000  
pounds of m ilk per cow  averaged 77 hours o f labor 
per cow  and replacem ent. T he n e x t group o f herds, 
those averaging 14 ,532  pounds o f m ilk , needed  71 
hours per cow  and replacem ent. T he rem aining 
p roduction  groups each requ ired  69 hours o f  labor 
per cow.

Nearly every expense increased slightly as 
p roduction  w en t up. T here was an increase in 
veterinary and m edical expense w ith increasing 
p roduction . V eterinary  and m edical costs on a per 
cow basis for the  seven p ro d u c tio n  groups were 
$6 .82 , $8 .82 , $11 .37 , $12 .67 , $ 1 3 .9 4 , $14 .4 8 , and 
$21 .37 , respectively.

A t less than  11 ,000  pounds o f m ilk  sold per 
cow , re tu rn s over to ta l costs were negative. I t  m u st 
be rem em bered th a t these values are averages and 
som e dairym en a t these low er p roduc tion  levels 
show ed a positive re tu rn  afte r allo tting  $ 2 .5 0  per 
h o u r for o p era to r and fam ily labor. B ut o thers 
were well below  the  average re tu rn s  o f -$94 and 
-$24 for th e  tw o low  p ro d u c tio n  groups.

In the  cost figures in Table 4 , o p era to r and 
family labor were charged a t $2 .50  per hour. I f  the  
accounting system  is now  altered  and o p e ra to r’s 
and fam ily labor is n o t  charged as an expense, b u t 
ra ther all o ther expenses, including re tu rn  on 
ow ned assets, w h a t’s left becom es a wage. Since 
hours involved are know n it is a sim ple m a tte r  to  
lis t.re tu rn s  in term s o f wage per h o u r o f o p era to r 
and fam ily labor. (continued on page 66)
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of $6.7 million, but continuing inflation would 
affect that estimate. Construction will take about a 
year. Target date for completion is 1975.

Officials stress that the new center’s operation 
will not conflict with the regular animal import 
centers located at Clifton, N.J., Miami, Fla., and 
San Francisco, Calif. These stations will continue 
to handle animal imports from countries where 
foot-and-mouth disease does not exist.

In the meantime, importation of semen from 
exotic breeds continues. As an indication of the 
scope of this activity, in 1972 importations of 
cattle semen from these breeds amounted to 
approximately 2.2 million ampules. Two thirds of 
this amount came from Canada. Imports also were 
received from Italy, Germany, France, Australia, 
and Switzerland.

Of the exotic breeds represented, Limousin 
topped the list, followed closely by Simmental, 
then Chianina, Maine Anjou, Murray-Gray, Devon, 
Salera, Welsh Black, Gelvich, Norman, Blonde 
Aquitaine, and Lincoln Red.

Of course, semen can not be imported at the risk 
of introducing a livestock disease or pest not now 
in this country. Frozen semen, for instance, 
provides a specially favorable medium for preserv
ing infectious agents for undetermined periods of 
time and for potentially world-wide distribution. A 
single bull can be the source of 100,000 ampules of 
semen a year.

Because of the potential danger of such wide 
distribution of infection, USDA has established

regulations that must be met before semen is 
allowed to be imported into this country. Semen 
cannot be imported from countries infected with 
rinderpest or foot-and-mouth disease unless certain 
conditions are met. For instance, semen collections 
must be under the supervision of an APHIS 
veterinarian. This includes inspection at the farm- 
of-origin, checking for isolation, taking blood 
samples, shipping to the United States, testing at 
USDA’s Plum Island Animal Disease Laboratory, 
storing under quarantine, and ultimate release. The 
bull also must be tested for such diseases as 
tuberculosis, brucellosis, and contagious bovine 
pleuropneumonia.

USDA has also been considering for some time 
the desirability of regulations which would set 
standards for donor sires whose semen would be 
shipped interstate. After consultation with leaders 
in the U.S. cattle industry, USDA published a 
proposed regulation in the September 30, 1970, 
Federal Register. Under this proposal, donor sires 
must be free from evidence of communicable 
diseases and pass a physical examination given by 
an accredited veterinarian within 60 days of the 
first semen collection. Numerous comments—both 
for and against—were received from interested 
parties, including suggestions for improvement. 
The proposal is under review.

With construction of the new animal import 
center at Fleming Key and with continued impor
tation of semen from exotic breeds, officials 
foresee far-reaching benefits for the U.S. cattle 
industry and for the U.S. consumer.

Economics of Dairy Herd Management 
(Continued from page 45)

Dairymen with herds in the lowest production 
group received an average wage of 81 cents per 
hour. From there the wage moved steadily upward 
to $4.71 for herds averaging 14,532 pounds of 
milk sold per cow. Dairymen in the top production 
group received a slightly greater return per cow, 
but the additional hours required to get this return 
caused the wage rate to taper off.

Obviously, it isn’t a simple matter to achieve 
these higher levels of milk production. If it were, a 
great many more dairymen would have herds 
producing at high levels. Skill, rate of expansion, 
an individual’s starting point, the willingness to 
work, disease and capability of those in dairy 
service organization and consulting roles all enter 
the picture. Yet the fact that many are there 
indicates that it is possible.

Table 4

Kfleet o f Level o f  Milk Sales on Returns to the Dairy hnterprise* 
389 S outhern Michigan Holstein Herds on Telfarm, 1970

POUNDS O f MILK SOLD PLR COW

Under 
1 0,000

10,000
-10,999

1 1,000 
-1 1,999

12,000
-12,999

1 3,000 
-13,999

14,000
-14.999

15,000 
and Over

Num ber of farms 23 44 72 96 84 44 2b
Ave. Pounds milk 

sold/cow 8,976 10,587 1 1,464 12,512 13,4 24 14,532 15,762
Num ber o f cows 62 58 71 62 64 59 55

Incom e/cow 
Milk and cattle 
sales $628 $721 $797 $891 $916 $990 $1,103

Cost/cow
Total nonfeed 366 390 384 411 412 436 492
Feed disappear
ance 356 355 394 414 427 440 495
Total cost $722 $745 $778 $825 $839 $876 $987

Returns/cow $0.94 $0.24 $19 $66 $77 $114 $1 16
“ Wage” per hour 

o f  o perator and 
family labor $0.81 $2.05 $2.91 $3.82 $4.23 $4.71 $4.61

‘ Incom e and cost figures include those charged to  cow herd and dairy replacem ents.
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