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Sixth Year Report on 2005 Great Lakes Grazing Network Grazing Dairy Data. 1 

 
III. Executive Summary 
 
Management Intensive Rotational Grazing (MIRG) has become a more common dairy system in the Northern 
U.S. This analysis of actual farm financial data from graziers (115 in 2005, 101 in 2004, 102 in 2003, 103 in 
2002, 126 in 2001, and 92 in 2000) in the Great Lakes region provides some insight into the economics of 
grazing as a dairy system in the Northern U.S. and Canada. 
 
Insights include: 

 A comparison between the most profitable half and the least profitable half of graziers sorted by Net 
Farm Income from Operations per Hundredweight Equivalent (NFIFO per CWT EQ) shows a large 
range in financial performance. The ratio between the top half and the bottom half’s NFIFO per CWT EQ 
and NFIFO per cow was greater in the lower profit years (usually with lower milk price) than in the 
higher profit years (see Chapter XIII). 

 The average grazing herd with less than 100 cows had a higher NFIFO per cow and per CWT EQ than 
the average grazing herd with 100 cows or more. The smallest margin appeared in the 2003 data (see 
Chapter XIV). 

 Non-seasonal calving/milking herds had a large NFIFO per cow and per CWT EQ advantage in 2000 
and 2002. The seasonal herds (stop milking at least one day each calendar year) had a large NFIFO 
per cow and per CWT EQ advantage in 2001 and 2004 and a very small advantage in 2003. In 2005 
non-seasonal herds had a NFIFO/Cow advantage and slight NFIFO/CWT EQ disadvantage. Careful 
examination of the data suggests that achieving a given level of NFIFO per cow or per CWT EQ 
is more difficult in a seasonal system. The seasonal group had a smaller range of financial 
performance within a year but experienced more variability of financial performance from year to year. 
Less than 15 percent of the herds in the data were seasonal (see Chapters XV and XVI). 

 The average grazier had a higher NFIFO per cow and NFIFO per CWT EQ than their confinement 
counterparts in all years in New York and Wisconsin (the only two states with the necessary data for this 
comparison), except in 2004, when the average New York confinement herd had a slightly higher 
NFIFO per cow than the average New York grazier (see Chapters VI, XVII and XVIII). 

 The breed of cattle is probably a minor factor among the many variables affecting the profitability of 
dairy farms. However, because it is an easily recognized variable and one of great producer interest, the 
profitability of herd by breed was examined. Herds categorized as Holstein had higher levels of NFIFO 
per cow in five of five years and NFIFO per CWT EQ in four of five years than herds of other breeding 
(see Chapter XIX). 

 Relatively consistent differences in financial performance between states have appeared in all years. 
These differences must be considered when interpreting the data (see Chapter VI). 

 The ranking of major cost items was remarkably similar between grazing and confinement herds (see 
Chapter XVIII). 

 
The study confirms that accounting methodology and financial standards are important, both in the accuracy 
and the standardization of comparison values across large geographic areas involving different combinations of 
production assets and management skills. 
  
This sixth year report of the project expands the scope of previous reports. Most of the comparison groupings in 
this report have several pages of AgFA reports to show:   

• The Farm Earnings report with the whole farm, per cow and per CWT EQ (see Chapter X). 
• The Cost of Production report with the whole farm, per CWT sold, and per CWT EQ.  
• The Financial Measures report (Page 1 uses cost values. Page 2 uses market value). 
• The Balance Sheet report.  
 

                                                 
1 Tom Kriegl from the U.W. Center for Dairy Profitability is the lead author of this report. You may contact him at (608) 263-2685, via e-
mail at tskriegl@wisc.edu , by writing the UW Center for Dairy Profitability, 277 Animal Science Building., 1675 Observatory Drive, 
Madison, WI 53706 or by visiting http://cdp.wisc.edu. This report is the fifth year report of the Regional Multi-State Interpretation of 
Small Farm Financial Data USDA IFAFS Grant project. See Appendix 3 for coauthor contact information. 
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VI. State-to-State Differences in Financial Performance 
 
A farm is a sufficiently complex business for which no single management factor will guarantee financial 
success. No single financial measure or benchmark tells the whole story. The factor that is most influential in 
achieving profitability is management ability; a factor which is difficult to measure, judge, or even see.  
 
Most of the data in this project is from Michigan, New York, Ohio, Ontario and Wisconsin. Many Minnesota 
grazing dairy herds have other significant enterprises that disqualify many of them for the study. Most of the 
other cooperating states don’t have as large of a dairy industry. Five-year averages were used for Ontario and 
Ohio in the charts in this chapter. The addition of year six to the other states had minimal impact on the relative 
performance of states. Ontario data was not converted to US dollars. 
 
Differences in financial performance between states have appeared in this project’s dairy farm financial data in 
all years. Since the relative ranking of the states by financial measure has been fairly consistent across all 
years, Chart 1 shows the multi-year simple average relative ranking for several financial measures. 
 
Chart 1-1: Six Year (2000-2005) Simple Average Ranking of the States from Most Desirable Value to 
Least Desirable Value for Several Financial Measures 
 

Rank 1 2 3 4 5
NFIFO/Cow Ontario Wisconsin Ohio New York Michigan

NFIFO/CWT EQ Wisconsin Ontario Ohio New York Michigan
Basic Cost/CWT EQ Wisconsin Ontario Ohio New York Michigan

Non-Basic Cost/CWT EQ Ohio Wisconsin New York Michigan Ontario
Allocated Cost/CWT EQ Wisconsin Ontario Ohio New York Michigan  

 
The ranking has changed slightly from year to year as explained in the following discussion of the causes of the 
differences. However, a considerable difference in financial performance typically occurred between the top two 
ranking states and the bottom two ranking states. 
 
It is impossible to explain every factor causing state-to-state differences but these occurrences were 
monitored and considered in the interpretation of the data. The difficulty in explaining these differences is 
increased by the fact that there is a wide range in the amount of data submitted from each state.  
 
The following factors likely contribute to the state-to-state differences.  

• The discovery of Bovine Spongiform Encephalopathy (BSE) in Canada on May 20, 2003 had a big 
impact on the balance sheets and income statements of the Canadian livestock industry since then. 
Statistics Canada reported that in 2003, for beef operations, a 3% increase in land and buildings was 
offset by a 28% decline in livestock asset values resulting from the BSE crisis, and a 7% increase in 
liabilities (mainly long-term). Although the Ontario dairy graziers did not rely heavily on livestock sales, 
the impact was still very evident on their income statement. Their average net farm income dropped 
27% in the years after BSE. Two-thirds of this drop can be attributed to the drop in livestock sales. Their 
livestock sales pre-BSE represented around 28% of their net farm income; that dropped to 10% in the 
post-BSE years, resulting in an 18% drop in net farm income between the two periods. Also contributing 
to the decrease in net farm income was the increased feed and housing costs of holding livestock in 
inventory on the farm with limited marketing opportunities for them. Livestock inventories increased 
approximately 5 %. This made Ontario’s 2004 financial performance atypically low. As this sixth year 
report was written, the USA border remained closed to Canadian breeding stock and animals over 30 
months of age.  This continued to depress the Ontario cull cow market. 

 
 Milk price variations occurred from one state to another. Ontario has a quota system that typically 

results in higher milk prices than occur in the States. The Ontario milk price advantage was much 
smaller in 2004 and 2001 than in the other years. The Eastern states in the project tend to receive 
higher prices than the more Western states in the project—yet they tend to be less profitable. Ohio had 
the biggest decline in milk price from 2001 to 2002 and from 2004 to 2005, which may explain in large 
part the drop in Ohio profitability in 2002 and 2005. Wisconsin had the lowest milk price in 2000 and 
2001 and second lowest to Michigan in 2002, 2003, 2004, and 2005. Michigan was second lowest in 
2000 and 2001. These price rankings were based on the herds in the summaries but were similar to 
ranking of whole state averages calculated by USDA. 
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 Weather can also cause state-to-state differences in profitability. The general climate is fairly similar 
across the states and provinces participating in the project. Despite that fact, weather can be variable 
from one end to another in a given year. Some of the states could be “drowning” in the same year that 
other states might experience drought. Ohio graziers experienced very adverse weather conditions in 
2002. When a farm attempts to raise most of its feed but fails to do so because of drought or other 
reasons, it is in a situation that might be described as buying feed twice. Obviously in such a case, high 
purchased feed cost strongly implies reduced profits.  
 

 Feed (purchased and raised) represents a major cost on livestock operations. As such, it is an important 
factor in influencing profitability. Still, its impact on profits must be analyzed carefully to avoid inaccurate 
conclusions. For example, a farm which buys all of its feed tends to have higher purchased feed costs 
than a farm that raises most or all of its feed. Yet, the total feed cost per CWT EQ of milk sold could be 
higher for a farm that raises most of its feed. All of the costs of raising feed should be considered. The 
cost of raising feed should include the cost of land, equipment, and labor along with the more obvious 
costs such as fertilizer, fuel, pesticides, etc. Still, purchased (forage and grain) feed costs may also 
partially explain the state-to-state differences.  

 
 Chart 1-2 Six-Year (2000-2005) Simple Average Ranking of States’ Cost of Purchased Feed per 

CWT EQ from Most Desirable Value to the Least Desirable Value 
 

1 2 3 4 5
Ontario Wisconsin New York Michigan Ohio
$1.75 $2.75 $3.17 $3.18 $3.48  

 
 There was a tremendous range from lowest to highest purchased feed cost. In fact, the highest is nearly twice 
as high as the lowest. At least some of the difference is influenced by the proportion of feed raised by graziers in 
each state. 
 
The group of graziers that shared data from Ohio grew less of their non-grazing season feed in contrast to the 
other graziers who shared data. At the other extreme, Ontario graziers grew most of their forage and grain. 
Michigan graziers grew all of their forage and 80% grew their own grain. Wisconsin and New York graziers grew 
most of their forage but very little grain.  
 
In an attempt to approximate the cost of raising feed, plus the cost of purchased feed, the easily measured cost 
categories of chemicals, custom machine work, fertilizer and lime, gas, fuel, and oil, seeds and other crop 
expense were summarized for each state and shown in Chart 1-3 below. 
 

Chart 1-3: Six Year (2000-2005) Simple Average Ranking of States’ Selected Feed Raising Costs 
(Chemicals, Custom Machine Work, Fertilizer and Lime, Gas, Fuel, and Oil, Seeds, and Other 
Crop Expense) per CWT EQ from Most Desirable Value to Least Desirable Value 
 

1 2 3 4 5
Ohio Wisconsin New York Michigan Ontario

$0.98 $1.17 $1.34 $1.55 $1.65  
 
Ontario had the highest estimated cost of raising feed/CWT EQ in most years, in contrast to having the lowest 
purchased feed cost. The opposite was true for Ohio. While the per cow version of these comparisons isn’t 
shown here, they show similar results. Combining the cost of purchased feed and the selected feed raising 
costs in Chart 1-4 should narrow the state-to-state differences.  
 

Chart 1-4: Six Year (2000-2005) Simple Average Ranking of States’ Cost of Purchased Feed plus 
Selected Feed Raising Costs (Chemicals, Custom Machine Work, Fertilizer and Lime, Gas, Fuel, 
and Oil, Seeds and Other Crop Expense) per CWT EQ from Most Desirable Value to Least 
Desirable Value (combines values from charts 1-2 and 1-3) 
 

1 2 3 4 5
Ontario Wisconsin Ohio New York Michigan
$3.40 $3.92 $4.46 $4.51 $4.73  
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As expected, combining the cost of purchased feed and the selected feed raising costs in Chart 1-4 did 
narrow the margin of difference from lowest to highest. Yet the two lower cost “states” still had a 
noticeable advantage compared to those states that follow. Because the CWT EQ method indexes 
costs to the value of a CWT of milk, the higher milk price received in Ontario explains part of the Ontario 
advantage in purchased feed cost/CWT EQ and overall feed cost/CWT EQ. 
 

• Several years of New York and Wisconsin confinement dairy farm data indicates that larger herds have 
lower levels of NFIFO per cow and NFIFO per CWT EQ than smaller herds. Larger herds hire a larger 
percent of their total labor requirements. This is why NFIFO without labor compensation is used along 
with NFIFO in this project. This pattern where larger herds have lower levels of NFIFO per cow and 
NFIFO per CWT EQ than smaller herds also appears in this grazing data (see Table 3-1 in this report). 
In most comparisons, paid labor costs explain part but not all of the differences.  

 
• The average Michigan, Ohio and New York grazing herds in this project were larger than the average 

herds from the other states. However, the smaller herds in these states performed (in terms of NFIFO 
per cow and NFIFO per CWT EQ) less well than similar size herds from Ontario and Wisconsin in most 
years. Consequently, size appears to be only a minor factor in the state-to-state differences that were 
observed.  

 
Chart 1-5: The Six Year (2000-2005) Simple Average Number of Cows per Herd per State 
 

1 2 3 4 5
Ohio Michigan New York Wisconsin Ontario

127.50 109.80 101.90 63.10 50.80  
 
Further analysis of grazing financial performance, milk prices and management practices is needed to further 
interpret state-to-state differences. 
         
VII. Impact of Valuation of Assets on the Interpretation of the Balance Sheet and on Many Financial 
Measures 
  
Judgment must be exercised in determining the value of assets on any balance sheet. There is more than one 
appropriate way to value assets depending on one's objective. No single method is appropriate for all purposes. 
In fact, some purposes such as estate planning require two methods. Therefore, a balance sheet that makes 
provision for two or more valuation methods is needed to serve all purposes adequately. All purposes require an 
accurate inventory.  
 
Parallel balance sheets are being used for this project. One track uses the historic cost (HC) value of assets—
often called adjusted tax basis; the other track uses current market value (CMV). Each method has positives 
and negatives. A big advantage of the HC method is that measures of operating profit are not distorted by 
changes in asset unit values. Consequently, measures calculated by the HC method are the ones emphasized 
in this report. The CMV method is more useful for such tasks as making decisions about insurance coverage 
and for estimating the size of your estate. The CMV will often enable you to persuade your lender to loan more 
money. Both methods (CMV and HC) are needed for estate planning, planning a farm business transfer or 
arrangement, and estimating the tax consequences of many major business decisions. Unfortunately, relying 
too heavily on CMV balance sheets convinced many farm families and their lenders into overestimating the 
financial health of many family farms in the 1960s, ‘70s and ‘80s. Overestimating the financial health contributed 
to many uninformed decisions. 
 
Because HC asset values are generally less than CMV values, the Rate of Return on Assets (ROROA) 
calculated with HC values will often be higher than the ROROA calculated with CMV values. In addition, the HC 
based NFIFO values are usually lower than the NFIFO values based on CMV. 
 
ROROA is one of the most comprehensive and important measures of financial performance. However, 
because of its comprehensiveness it is not always calculated accurately or in the same way. When ROROA 
values from different sources are compared, it is important to verify how they were calculated. The HC asset 
valuation method is the standard method used to report profits of most businesses including Fortune 500 
companies. The CMV asset valuation method is used to calculate the ROROA of mutual funds. 
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The AgFA© report titled ‘Financial Measures’ calculates and reports NFIFO and ROROA using both HC with tax 
depreciation (page 1) and CMV of assets and economic depreciation (page 2). This project focuses on the 
financial measures using the HC approach because it prevents asset unit value changes from influencing the 
operational profits. The HC based NFIFO values from the Financial Measures report are also used in the farm 
earnings and cost of production reports.   
 
On the AgFA© balance sheet, the HC values for non-current assets are on the right-hand side. The CMV is in 
the middle and the net worth (or total equities) is calculated using market values. Notice the calculated cost of 
liquidation (contingent liabilities). Near the bottom of the balance sheet, the change in CMV net worth is divided 
into three sources:  

• Retained earnings: generated by operating the business  
• Contributed capital: monetary contributions to the business not earned by the business 
• Valuation adjustment: asset value appreciation or depreciation 

 
From a business operational profit analysis point of view, it is preferred that much of the net worth increase 
comes from the retained earnings category.  
 
VIII. Contingent Liabilities (CMV only) 
  
Since few farm assets are liquid (meaning they are not readily available to pay bills, settle estates, etc.) there is 
often a cost connected to converting an asset to a more liquid form. These liquidation costs are often called 
contingent liabilities. AgFA© automatically makes the following calculations to estimate how much of the CMV 
track assets would be used for liquidation. All assets but cash and prepaid expenses are charged 7% for sales 
expenses. The remaining value (or basis in the use of resale items) of all the other current assets are charged 
28% for federal income tax. For non-current assets, the 7% sales expense is charged, then any basis is 
subtracted and the calculated taxable gain is reduced by the 20% capital gains tax rate. AgFA© then reports all 
contingent liabilities as a one lump sum non-current liability. It does this instead of subtracting the cost of 
liquidation from asset values. Contingent liabilities are calculated only on current market values. Contingent 
liabilities do not influence the AgFA© farm earnings statement. The AgFA© calculation for contingent liabilities 
assumes the full consequences of a total liquidation in one tax year. 
 
IX. Some Categories of Costs 

 
Total costs include all cash and non-cash costs including the opportunity cost of unpaid labor, management 
and equity capital. The total cost concept is needed to determine the minimum revenue required to meet long-
run financial obligations of the business. All long-run financial obligations include a satisfactory reward for the 
owners’ unpaid labor, management and equity capital (opportunity costs).  
 
In the calculation of NFIFO, all costs are accounted for EXCEPT the opportunity cost of unpaid labor, 
management and equity capital. All costs combined except opportunity costs are called total allocated costs. 
Total allocated costs are subtracted from total income to calculate NFIFO. When opportunity costs are 
calculated and added to total allocated costs, the result is what economists call total costs. A simple definition of 
opportunity cost is: “The return to unpaid labor or unpaid management or equity capital in its best realistic 
alternative use.” 
 
In large companies such as publicly traded companies, there are NO opportunity costs of unpaid labor, 
management and equity capital, because all work and management is performed by paid employees, and 
dividends are paid to the stockholders which own the equity. Total income for such businesses must regularly 
exceed total costs to be considered profitable. Most industries are dominated by businesses that are able to pay 
total costs.  
 
However, in the case of many dairy farms, one person or family supplies all of the unpaid labor, management 
and equity capital. In such cases, the value of unpaid labor, management and equity capital must be estimated 
to determine if total income exceeds total cost.  
 
The total cost of production for businesses that have no unpaid labor, management and equity capital is more 
accurate than those which have unpaid costs because there isn't a universally agreed upon best method for 
calculating the opportunity cost of unpaid labor, management and equity. Therefore, special caution is required 
when interpreting total cost data from businesses such as small family farms when you do not know the method 
used to calculate the opportunity costs or the amount of those costs.  
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NFIFO is the return to the resources that farm families contribute to the farm business. The resources are 
unpaid family labor, unpaid family management, and the family's equity (net worth) in the farm business. Quite 
often, NFIFO is less than the opportunity cost of unpaid family labor, management and equity capital. 
NFIFO is seldom all cash. 
 
For the farm family without non-farm income, NFIFO (plus depreciation taken) is the source of funds for 
family living expenses, including housing and furnishings, food, medical expenses, children's education, the 
family car, entertainment, social security taxes, income taxes and other personal items. It also represents 
money to pay principal on borrowings for land, buildings and equipment and is a source of funds for new 
business and personal savings.  
 
When there is no outside source of income and NFIFO is less than the family living expenses, equity will 
decline, whether or not NFIFO exceeds opportunity costs. The cash to pay for living expenses above NFIFO 
may come from loans, savings, or from the portion of net farm earnings allocated to capital item or inventory 
adjustment. When the latter happens, it is often said that the family is living off of depreciation. This is a way in 
which cash flow can hide a lack of profitability.  
 
Traditionally, total cost is divided into fixed and variable costs; these traditional cost breakdowns are still valid. 
However, there are some difficulties associated with comparing the financial performance of farms greatly 
differing size and type that are not adequately handled by these traditional measures. Therefore, other 
measures can also be useful.  
 
Total allocated cost equals total cost minus the opportunity cost of unpaid labor, management and capital 
supplied by the owning family. Allocated cost also equals total income minus NFIFO. NFIFO can be smaller, 
larger or equal to the combined opportunity cost of unpaid labor, management and capital supplied by the 
owning family. Since opportunity cost is not consciously calculated by everyone, allocated cost is often used by 
non-economists as a default proxy for total cost. 
 
Non-basic costs are the four costs subtracted from allocated costs to become basic costs. The four non-basic 
costs are interest, non-livestock depreciation, paid labor and paid management.  
 
Total basic cost is another useful measure. Basic costs are all the cash and non-cash costs except the 
opportunity costs, interest, non-livestock depreciation, paid labor and paid management. Livestock depreciation 
is included as a basic cost to reflect the depreciation costs associated with differing cull rates between systems. 
It is included with basic costs, because like all other basic cost items, it is greatly influenced by management 
decisions.  

 
Some farms have only unpaid labor while others pay family members or non-family hired help. Basic cost is a 
useful measure for comparing one farm to another that differs by:  

• the amount of paid versus unpaid labor  
• the amount of paid versus unpaid management  
• the amount of debt 
• the investment level 
• the capital consumption claimed (depreciation) 

 
Basic cost is very similar to the cost of goods concept that is commonly used by many non-farm businesses.  
 
Since basic cost primarily includes variable expenses (those most affected by short-run decisions), it comes 
close to determining the minimum amount of income needed per unit of production to continue producing in the 
short run.  
 
A comprehensive evaluation of the cost of production of any business will examine several levels of cost 
including basic, non-basic, allocated and total costs. All of these cost categories are calculated on the AgFA© 
cost of production report. Appendix 2 also has a worksheet that can be used to calculate these cost categories. 
 
X. Cost per Hundredweight Equivalent (CWT EQ) vs. CWT Sold 

 
CWT EQ is an indexing procedure focusing on the primary product that is sold and standardizes farms in terms 
of milk price and other variables for analysis purposes. 
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Dairy farms have numerous sources of income: milk, cull cows, calves, Commodity Credit Corporation (CCC) 
milk assessment refund, cooperative dividends, property tax credit on income taxes, crop-related government 
payments, etc. making the use of an equivalent unit essential. In addition, most dairy farms do not separate the 
cost of producing crops sold for cash from the cost of producing the crops fed to the dairy herd. The farm's total 
income (including cash sales of crops and changes in the value of feed and cattle inventories) must be included 
when calculating equivalent units. 
 
The use of an equivalent unit is the most meaningful comparable measure when calculating the cost of 
producing milk, because dairy farm businesses have multiple sources of income. The measure is calculated by 
summing the income from the sale of all products produced on the dairy farm and dividing by the price of milk.  
 
For most analyses, the equivalent unit is Hundredweight of Milk Sales Equivalent (CWT EQ). The output 
measure for an individual farm is calculated with the following formula: 
 

Total Farm Income from all Sources 
Average Price Received per Hundredweight of Milk Sold by that Farm 

 
However, when studying a group of farms or comparing farms that may be receiving different milk prices, all 
producers should use the same price. Therefore the formula should be: 
 

Total Farm Income from all Sources 
U.S. All Milk Price per Hundredweight (for the year in question) 
The U.S. All Milk Price per Hundredweight for 2005 is $15.14. 

 
Note: If the income from non-dairy enterprises exceed 30 percent of total income, additional calculations to 
separate out the non-dairy enterprises’ costs are required. 
 
 The U.S. All Milk Price is calculated by the USDA as the total gross income from milk sales from all of the 
farms in the country and divided by the total hundredweights of milk sold by all the farms in the country. This 
price is used for the Hundredweight of Milk Sales Equivalent (CWT EQ) calculation.  
 
In contrast, the number at the top of the CWT sold column on the cost of production reports is the INCOME per 
100 pounds of milk sold by the business. It is not the milk price. The income per 100 pounds of milk sold is 
calculated by dividing total farm income by the hundredweight of milk sold. This is necessary because each 
expense item is divided by the hundredweight of milk sold. Therefore these expense amounts must be 
compared to the INCOME per hundredweight of milk sold and not to the price of milk. 
 
XI. Comparing the Average Cost of Production of Multi-State Graziers with Your Cost of Production 
 
Table 1-1 summarizes selected numbers (mainly from Tables 1-2 to 1-5) for 115 graziers in 2005 and repeats 
comparable numbers from 101 graziers in 2004, 102 graziers in 2003, 103 graziers in 2002, 126 graziers in 
2001, and 92 graziers in 2000.  

The farm earnings statement (Table1-2) presents values on a whole farm, per cow and per CWT EQ basis. 
Table 1-3 shows the average cost of production values from all the graziers in 2005, presenting values on a 
whole farm, per CWT sold, and per CWT EQ basis. Use the per CWT EQ columns to compare costs for each 
cost category. If your costs are greatly different, try to figure out why they are so different and then decide if it is 
something that could or should be changed.  
 
Some differences could be caused by variations in data categorization. For example, an expense that might 
have been called “marketing” by you might have been included as “other farm expense” by the group. While 
much more interpretation remains, the data in this report may confirm some beliefs and may contradict others. 
Unless you use the CWT sold method instead of the CWT EQ method of calculating cost of production, you 
cannot make apples to apples comparisons of cost of production. 
 
Benjamin Franklin said, “A penny saved is a penny earned.” This is as true today as it was in Franklin’s day, but 
how much difference does a penny make? If multiplied by a large enough number, a penny can amount to a lot. 
For example, a penny amounts to $10,000 if multiplied by a million. A penny saved per 100 pounds of milk 
sold per average grazier in this analysis would add about $115 of profit per year (assuming that no income 
was lost in the action taken to save the penny of cost). A penny added to the price per 100 pounds of milk sold 



 
 

17 

would have the same effect (assuming that no expense increased in the action taken to earn an extra penny of 
income). 
 
Not to dismiss Benjamin Franklin, it is obvious that to the average grazier in this analysis, it takes more than a 
few pennies per 100 pounds of milk sold to make a big difference in profitability. Still, enough pennies in enough 
places can add up to important differences. 
 
XII. The Average Performance of 115 Grazing Farms in 2005, 101 in 2004, 102 in 2003, 103 in 2002, 126 in 
2001 and 92 in 2000 (Also see Chapter XVIII Entitled Major Cost Items) 
 
The historic cost (HC) asset valuation method was used to calculate measures of profitability in the detailed cost 
of production and farm earnings reports in the tables, to provide a better measure of profit levels generated by 
operating the farm business. Any comparison between the measures in this report and data based on the 
current market value (CMV) of assets will be misleading. The grazing dairy farm families providing usable data 
display an average financial performance level that many farm families would be satisfied with. This level of 
financial performance along with some other characteristics of grazing systems suggests grazing may be a 
viable alternative for farm families who want to be financially successful, especially on a dairy farm that relies 
primarily on family labor.  
 
The number of summarized herds increased from 92 in 2000 to 126 in 2001, and decreased to 103, 102 and 
101 respectively in 2002 through 2004 before increasing to 115 in 2005. Some herds have been new to the 
study each year. Some year-to-year differences come from this change in participating farms. Primarily because 
the sharing of farm financial data is a voluntary act, data are not collected via a random selection procedure. In 
general, the larger the group, the more likely that the group is a representative sample. Also in general, most 
groups of less than 20 may not be representative of the larger population they come from. 
 
The financial performance of graziers was respectable in 2003, 2002, and 2000 and was considerably higher in 
2001, 2004, and 2005. Some of the year-to-year differences are explained by changes in the average multi-
state grazier mailbox milk price received (from $16.79 in 2005, to $17.68 in 2004, to $14.39 in 2003 to $13.73 in 
2002 to $16.31 in 2001 to $13.16 in 2000). The average mailbox milk price received in this report is calculated 
by summing the gross income from milk sales from all of the farms in the group and dividing that sum by the 
sum of the total hundredweights of milk sold by all the farms in the group. The U.S. All Milk Price is calculated 
by the USDA by summing the gross income from milk sales from all of the farms in the country, and dividing that 
sum by the sum of the total hundredweights of milk sold by all the farms in the country. This price is used for the 
Hundredweight of Milk Sales Equivalent (CWT EQ) calculation (see Chapter X). 
 
The US All Milk Price was $15.14 in 2005, $16.10 in 2004, $12.50 in 2003, $12.15 in 2002, $14.94 in 2001, and 
$12.33 in 2000. The financial performance (based on NFIFO/CWT EQ and per cow) in 2005 was the third 
highest of six years exceeded by the 2004 and 2001 performance. Basic, allocated and non-basic costs were 
highest in 2004 and lowest in 2003. It is fairly common for the cost per unit to increase in years of higher prices. 
This is at least partly explained by patterns of behavior. Farm managers often decrease discretionary purchases 
in lower milk price years and increase discretionary purchases in higher milk price years. This is influenced by 
the desire to balance cash flows and tax liabilities from one year to another. 
 
Total NFIFO in 2005 was a bit lower than in 2004, a bit higher than in 2001 and much higher than in the other 
years. Graph 1-1 provides a snapshot of the average NFIFO per CWT EQ from Table 1-1. 
 
The pounds of milk sold per cow appeared to be on a downward trend the first three years. The decline was 
substantial from 2000 to 2001. Now, the last four years show a more level “pattern” to a slight upward trend. 
Many factors influence the change in the average pounds of milk sold per cow including weather and the fact 
that about only 70% of the herds in the data were the same from one year to another. 
 
NFIFO if all labor and management was unpaid is not a common measure. It is used in this project because 
some comparisons are made between farms that rely mainly on hired labor and farms that rely entirely on 
unpaid labor. In such cases, this uncommon measure provides additional insight to the comparisons. 
 
If all labor and management compensation was unpaid, NFIFO per CWT EQ would increase substantially in all 
years. Paid labor and management compensation averaged $1.13/CWT EQ in 2005, $1.08/CWT EQ in 2004, 
$0.96/CWT EQ in 2003, $1.10/CWT EQ in 2002, $1.13/CWT EQ in 2001, and $0.94/CWT EQ in 2000.  
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Graph 1-1 
 

Average NFIFO per CWT EQ for Graziers 
from GLGN States in the Years 2000-2005
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Because of rounding, some small mathematical differences might be found in the summary tables below. 
 
Table 1-1
Performance Measures Selected from Tables
1-2 to 1-5 Summarizing the Average Performance
of Grazing Dairy Farms From Many States 2000 2001 2002 2003 2004 2005
Number of Herds 92 126 103 102 101 115
Number of Cows per Herd 90 84 86 87 93 99
Average Lbs. Milk per Cow 16,836 15,426 15,332 15,381 15,671 16,208
Average Lbs. Milk per Herd 1,511,264 1,303,333 1,318,507 1,344,643 1,462,136 1,602,456
Group Average Mailbox Milk Price $13.16 $16.31 $13.73 $14.39 $17.68 $16.79 
U.S. All Milk Price (used to calculate CWT EQ)* $12.33 $14.94 $12.15 $12.50 $16.10 $15.14 
Average Basic Cost per CWT EQ $7.83 $8.60 $7.74 $7.79 $9.32 $9.12 
Non-Basic Cost per CWT EQ $2.84 $3.08 $2.71 $2.60 $3.12 $3.10 
Allocated Cost per CWT EQ (Basic + Non-basic Cost) $10.67 $11.68 $10.45 $10.39 $12.44 $12.22 
NFIFO per Cow (if all labor was unpaid) $577 $866 $620 $662 $981 $876 
NFIFO per CWT EQ (if all labor was unpaid) $2.60 $4.39 $2.80 $3.07 $4.74 $4.05 
NFIFO per Farm $33,098 $54,283 $32,354 $40,335 $70,691 $62,372 
NFIFO per Cow $395 $643 $376 $461 $758 $631 
NFIFO per CWT EQ $1.66 $3.26 $1.70 $2.11 $3.66 $2.92 
 
*See Chapters IX and X for more information about CWT EQ and cost categories. 
See the following tables (1-2 to 1-5) for more details about the average performance of the 115 graziers 
in 2005. 
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Table 1-2, p.1 

The Average AgFA© Farm Earnings Report for 115 Great Lakes Graziers 
 

2005 2005 2005
per Farm per Head per CWT EQ

83.85 0.85 0.00
0.00 0.00 0.00

268,734.93 2,718.06 12.56
8,204.76 82.99 0.38
1,424.95 14.41 0.07

828.30 8.38 0.04
8,212.11 83.06 0.38

38.27 0.39 0.00
12.44 0.13 0.00

1,038.17 10.50 0.05
5,189.44 52.49 0.24

68.46 0.69 0.00
(253.46) (2.56) -0.01

20,353.81 205.86 0.95
313,936.03 3,175.24 14.68

(930.27) (9.41) -0.04
1,521.08 15.38 0.07
9,323.36 94.30 0.44
9,914.17 100.27 0.46

323,850.20 3,275.52 15.14Total Income 

Change in Raised Breeding Livestock
Total Non-Cash Income

Total Cash Income - Basis Adjustments
Non-Cash Income

Change in Raised Crop Inventories
Change in Remaining Current Assets

Other Income, Incl. Tax Credits, Refunds
Sale of Purchased Breeding Livestock

Basis in Breeding Livestock Sold
Sale of Raised Breeding Livestock

Agricultural Program Payments
MILC Program Payments

Crop Insurance Proceeds and Certain Disaster Payments
Custom Hire (Machine Work) Income

Animal Product Sales
Raised Non-Breeding Livestock Sales

Crop Sales
Distributions Received from Cooperatives

Income

Cash Income - Basis Adjustments
Sales of Livestock and Other Items Bought for Resale

Basis in Resale Livestock Sold
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Table 1-2 p. 2 

The Average AgFA© Farm Earnings Report for 115 Great Lakes Graziers 
 

2005 2005 2005
per Farm per Head per CWT EQ

159.49 1.61 0.01
3,101.49 31.37 0.14

616.43 6.23 0.03
1,798.30 18.19 0.08

12.17 0.12 0.00
383.42 3.88 0.02

7,639.65 77.27 0.36
0.00 0.00 0.00

465.45 4.71 0.02
73,253.51 740.91 3.42
7,468.09 75.53 0.35

964.55 9.76 0.05
9,159.95 92.65 0.43
4,096.34 41.43 0.19
9,698.19 98.09 0.45
2,786.27 28.18 0.13

13.91 0.14 0.00
23,709.49 239.80 1.11

0.00 0.00 0.00
0.00 0.00 0.00

445.02 4.50 0.02
6,773.70 68.51 0.32

18,222.96 184.31 0.85
761.70 7.70 0.04
455.21 4.60 0.02

3,987.19 40.33 0.19
12.07 0.12 0.00

8,391.59 84.87 0.39
5,523.42 55.87 0.26

0.00 0.00 0.00
7,330.32 74.14 0.34
6,281.07 63.53 0.29
7,498.72 75.84 0.35

10,405.27 105.24 0.49
301.04 3.04 0.01

7,540.83 76.27 0.35
0.27 0.00 0.00

229,257.09 2,318.77 10.72

(1,112.53) (11.25) -0.05
(38.04) (0.38) 0.00

29,625.30 299.64 1.38
3,746.57 37.89 0.18

32,221.30 325.90 1.51
261,478.39 2,644.67 12.22
62,371.81 630.85 2.92
2,681.82 27.12 0.13

65,053.63 657.97 3.04

Expenses

Cash Expense
Cost of Items for Resale

Breeding Fees
Car and Truck Expenses

Employee Benefits - Dependents
Employee Benefits - Non-Dependents

Feed Purchase

Chemicals
Conservation Expenses

Custom Heifer Raising Expenses
Custom Hire (Machine Work)

Fertilizer and Lime
Freight and Trucking

Gasoline, Fuel, and Oil
Farm Insurance

Mortgage Interest
Other Interest

Labor Hired - Dependents
Labor Hired - Non-Dependents

Pension and Profit-Sharing Plans - Non-Dependents
Pension and Profit-Sharing Plans - Dependents

Rent/Lease Equipment
Rent/Lease Other

Repairs and Maintenance
Building and Fence Repairs

Machinery Repairs
Seeds and Plants Purchased

Storage and Warehousing
Supplies Purchased

Taxes - Other
Taxes - Payroll

Utilities
Veterinary Fees and Medicine

Other Farm Expenses
Marketing & Hedging
Other Crop Expenses

Other Livestock Expenses
Selling Expense of Capital Items
Total Cash Expense

Non-Cash Expenses
- Change in Prepaid Expenses

Change in Accounts Payable

Total Expenses 

Machinery, Equipment and Building Depreciation
Livestock Depreciation

Total Non-Cash Expenses

Net Farm Income From Operations (NFIFO)
Gain (Loss) on Sale of All Farm Capital Assets

Net Farm Income (NFI)
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Table 1-3, p. 1 

The Average Cost of Production Report for 115 Great Lakes Graziers.  This report shows Basic 
Costs, Allocated Costs, Total Costs, NFIFO and Other Financial Details.  

 
2005 2005 2005

per Farm per CWT Sold per CWT EQ
323,850.20 20.21 15.14

159.49 0.01 0.01
3,101.49 0.19 0.14

616.43 0.04 0.03
1,798.30 0.11 0.08

12.17 0.00 0.00
383.42 0.02 0.02

7,639.65 0.48 0.36
73,253.51 4.57 3.42
7,468.09 0.47 0.35

964.55 0.06 0.05
9,159.95 0.57 0.43
4,096.34 0.26 0.19

445.02 0.03 0.02
6,773.70 0.42 0.32

18,222.96 1.14 0.85
761.70 0.05 0.04
455.21 0.03 0.02

3,987.19 0.25 0.19
12.07 0.00 0.00

8,391.59 0.52 0.39
5,523.42 0.34 0.26

0.00 0.00 0.00
7,330.32 0.46 0.34
6,281.07 0.39 0.29
7,498.72 0.47 0.35

10,405.27 0.65 0.49
301.04 0.02 0.01

7,540.83 0.47 0.35
(1,112.53) (0.07) (0.05)

(38.04) (0.00) (0.00)
0.27 0.00 0.00

3,746.57 0.23 0.18
195,179.77 12.18 9.12Total Basic Cost

Depreciation on Purchased Breeding Livestock
Selling Expense of Capital Items

Change in Accounts Payable
- Change in Prepaid Expenses

Other Livestock Expenses
Other Crop Expenses
Marketing & Hedging

Other Farm Expenses
Veterinary Fees and Medicine

Utilities
Taxes - Payroll

Taxes - Other
Supplies Purchased

Storage and Warehousing
Seeds and Plants Purchased

Machinery Repairs
Building and Fence Repairs

Repairs and Maintenance
Rent/Lease Other

Rent/Lease Equipment

Feed Purchase
Custom Hire (Machine Work)

Custom Heifer Raising Expenses

Farm Insurance
Gasoline, Fuel, and Oil

Freight and Trucking
Fertilizer and Lime

Conservation Expenses
Chemicals

Car and Truck Expenses
Breeding Fees

Cost of Items for Resale
Basic Cost
Expenses

Total Income 

Income
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Table 1-3, p. 2 

The Average Cost of Production Report for 115 Great Lakes Graziers.  This report shows Basic 
Costs, Allocated Costs, Total Costs, NFIFO and Other Financial Details. 

 
2005 2005 2005

per Farm per CWT Sold per CWT EQ
9,698.19 0.61 0.45
2,786.27 0.17 0.13

12,484.46 0.78 0.58

0.00 0.00 0.00
465.45 0.03 0.02
13.91 0.00 0.00

23,709.49 1.48 1.11
0.00 0.00 0.00
0.00 0.00 0.00

40,006.44 2.50 1.87
64,195.29 4.01 3.00

29,625.30 1.85 1.38
22,367.65 1.40 1.05
51,992.95 3.24 2.43

323,852.48 20.21 15.14
(2.28) (0.00) (0.00)

261,478.39 16.32 12.22
62,371.81 3.89 2.92
2,681.82 0.17 0.13

65,053.63 4.06 3.04

Other Interest

Interest Cost
Mortgage Interest

Employee Benefits - Non-Dependents

Labor Cost
Employee Benefits - Dependents

Total Interest Cost

Pension and Profit-Sharing Plans - Dependents
Pension and Profit-Sharing Plans - Non-Dependents

Labor Hired - Non-Dependents
Labor Hired - Dependents

Depreciation & Equity Cost
Machinery, Equipment, Building Depreciation

Total Labor Cost
Value of Unpaid Labor & Management

Net Farm Income (NFI)
Gain (Loss) on Sale of All Farm Capital Assets
Net Farm Income From Operations (NFIFO)

Net Farm Income from Operations (NFIFO) Summary

Interest on Equity Capital

Total Expenses 
Total Income - Total Expenses

Total Allocated Costs

Total Depreciation & Equity Cost
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Table 1-4 p. 1 

The Average AgFA© Financial Measures Report Showing Selected Measures of Financial 
Performance for 115 Great Lakes Graziers 

 

2005 2005 2005
per Farm per Cow per CWT EQ
$62,371.81 $630.85 $2.92
$65,053.63 $657.97 $3.04

10.11% 10.11% 10.11%
$33,371.88 $337.53 $1.56

16.94 % 16.94 % 16.94 %
11.59 % 11.59 % 11.59 %

0.872 0.872 0.872
0.603 0.603 0.603
0.075 0.075 0.075
0.039 0.039 0.039
0.091 0.091 0.091
0.193 0.193 0.193

$61,748.33 $624.54 $2.89
$30,338.54 $306.85 $1.42

2.64 2.64 2.64

$84,932.40 $859.03 $3.97
$30,485.98 $308.34 $1.43

1.78 1.78 1.78

$364,315.88 $3,684.80 $17.03
$216,674.03 $2,191.50 $10.13
$147,641.85 $1,493.29 $6.90

0.632 0.632 0.632
$378,286.54 $3,826.10 $17.68
$230,226.04 $2,328.57 $10.76
$148,060.50 $1,497.53 $6.92

0.609 0.609 0.609
$418.65 $4.23 $0.02

These Financial Measures Were Calculated Using the Cost Basis of Assets and Cost (Tax) Depreciation
The financial calculations using the Market Basis of Assets and Economic Depreciation are on the following page.

Profitability 

Cost (Tax) Depreciation Claimed
Rate of Return on Assets (ROROA) 

Net Farm Income
Net Farm Income From Operations

Financial Efficiency Ratios (These ratios are calculated using Total Farm Income, not Value of Farm Production.)
Asset Turnover Ratio

Net Profit Margin
Rate of Return on Equity

Net Farm Income from Operations Ratio
Depreciation Ratio

Wages Paid Ratio
Basic Cost  Ratio

Interest Paid Ratio

Note:  Some methods of calculating
ratios combine the Basic Cost and 
Wages Paid Ratios into a single
ratio (Operating Cost Ratio).

Term Debt Coverage Ratio
Coverage Margin

Repayment Capacity
Capital Replacement & Debt Repayment Capacity

Current Ratio
Working Capital

Liquidity
Net Cash Income

Farm Debt to Asset Ratio - Beginning of Year
Beginning Farm Net Worth

Beginning Total Farm Liabilities

Solvency (Assets at Cost, including current assets and raised breeding livestock)
Beginning Total Farm Assets

Year Ending Farm Debt to Asset Ratio
Ending Farm Net Worth

Ending Total Farm Liabilities
Ending Total Farm Assets

Cost Basis Change in Farm Net Worth
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Table 1-4 p.2 

The Average AgFA© Financial Measures Report Showing Selected Measures of Financial 
Performance for 115 Great Lakes Graziers 

 

2005 2005 2005
per Farm per Cow per CWT EQ
$72,878.24 $737.11 $3.41
$75,560.06 $764.24 $3.53

6.14 % 6.14 % 6.14 %
$22,865.45 $231.27 $1.07

6.36 % 6.36 % 6.36 %
14.83 % 14.83 % 14.83 %

0.414 0.414 0.414
0.604 0.604 0.604
0.075 0.075 0.075
0.039 0.039 0.039
0.058 0.058 0.058
0.225 0.225 0.225

$61,748.33 $624.54 $4,065.94
$30,338.54 $306.85 $1.42

2.64 2.64 3,095.54

$84,932.40 $859.03 $3.97
$30,485.98 $308.34 $1.43

1.78 1.78 1.78

$760,662.26 $7,693.56 $35.56
$216,674.03 $2,191.50 $10.13
$543,988.23 $5,502.06 $25.43

0.285 0.285 0.285
$804,620.15 $8,138.16 $37.62
$230,226.04 $2,328.57 $10.76
$574,394.10 $5,809.59 $26.85

0.286 0.286 0.286
$30,405.87 $307.53 $1.42

These Financial Measures Were Calculated Using the Market Value of Assets and Economic Depreciation
The financial calculations using the Cost Basis of Assets and Cost (Tax) Depreciation are on the previous page.

Profitability 

Economic Depreciation Claimed
Rate of Return on Assets (ROROA)

Net Farm Income
Net Farm Income From Operations

Financial Efficiency Ratios (These ratios are calculated using Total Farm Income, not Value of Farm Production.)
Asset Turnover Ratio

Net Profit Margin
Rate of Return on Equity

Wages Paid Ratio
Note:  Some methods of calculating
ratios combine the Basic Cost and 
Wages Paid Ratios into a single
ratio (Operating Cost Ratio).

Basic Cost Ratio

Interest Paid Ratio

Repayment Capacity
Capital Replacement & Debt Repayment Capacity

Net Farm Income from Operations Ratio
Depreciation Ratio

Liquidity
Net Cash Income

Term Debt Coverage Ratio
Coverage Margin

Solvency (Assets at Market Value)
Beginning Total Farm Assets

Current Ratio
Working Capital

Ending Total Farm Assets
Farm Debt to Asset Ratio - Beginning of Year

Beginning Farm Net Worth
Beginning Total Farm Liabilities

Total Change in Farm Net Worth
Year Ending Farm Debt to Asset Ratio

Ending Farm Net Worth
Ending Total Farm Liabilities
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Table 1-5 

The Average AgFA© Balance Sheet of 115 Great Lakes Graziers in 2005 Showing the Current 
Market Values and Historic Cost Values of Assets 

 
Beg. Dollars End Dollars

7,705 6,500
11,770 12,882
34,587 33,657

76 76
12,829 14,133
2,205 2,422

69,172 69,670
Beg. Dollars End Dollars

183,773 193,096
1,619 1,381 1,717 1,778

120,432 132,802 18,928 19,486
37,873 39,740 23,178 23,879

333,645 353,033 63,493 67,231
14,149 14,899 4,056 3,146

691,491 734,950 111,372 115,521
760,662 804,620

8,216 8,195
15,615 18,613
7,342 12,410

31,173 39,218

25,420 27,104
160,098 163,938
114,848 121,819
300,366 312,861

331,540 352,079
40,546 31,266
1,594 1,498

Beginning Ending Change
1,472 1,816 344

1 146,152 146,210 57
281,498 304,515 23,017
429,123 452,541 23,418
38,952 29,768 -9,184

468,074 482,308 14,234

Prepaid Expenses & Purchased Inventories
Raised Feed Inventories

Current Assets
Cash Accounts

Market Livestock & Etc.
Total Current Assets

Basis in Resale Livestock Purchased
Accounts Receivable

Machinery & Equipment
Purchased Breeding Livestock

Non-Current Assets
Raised Breeding Livestock

Total Non-Current Assets
Other Non-Current Assets

Land & House
Buildings

Accounts Payable
Current Portion of Non-Current Liabilities

Total Farm Assets
Current Liabilities

Non-Current Liabilities
Intermediate Liabilities

Other Current Liabilities
Total Current Liabilities

Total Non-Current Liabilities
Total Farm Liabilities

Long-Term Liabilities
Contingent Liabilities

Contributed Capital

Statement of Equities (Net Worth) 

Non-Farm Assets
Non-Farm Liabilities

Total Equities

1 All current assets and 
raised breeding livestock 
are included in retained 
earnings.

Valuation Adjustment
Total Farm Equities

Non-Farm Equities

Retained Earnings

Cost Basis
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XIII. Comparing the Top Half to the Bottom Half of Graziers Sorted by NFIFO per CWT EQ7 
 
The average “top half” herd in 2005 was smaller, produced slightly less milk per cow, had lower basic, non-
basic, allocated and total costs per CWT EQ, and had about two and a half times as much NFIFO per CWT EQ 
and NFIFO per cow than the “bottom half” herds. For most basic cost items, the top half spent less per CWT EQ 
than the bottom group. The cost categories in which the top group had their biggest advantage in 2005 were (in 
order of most to least $/CWT EQ) paid labor and management ($0.76), other livestock expenses ($0.28), 
depreciation ($0.26), interest ($0.23) and feed purchased ($0.20). 
 
Overall, the top herds had a $1.44 advantage in basic cost per CWT EQ and another $1.25 per CWT EQ 
advantage in the four non-basic cost categories that are added to the basic cost category to create the allocated 
cost category.  More specifically, the top group spent $0.23 per CWT EQ less for interest, $0.76 per CWT EQ 
less for paid labor and management and $0.26 less per CWT EQ for depreciation. This accounts for the $2.69 
($4.47-$1.78) advantage that the top herds had in NFIFO per CWT EQ.  
 
If all labor and management was unpaid, the NFIFO per CWT EQ would increase to $5.15 for the top half and to 
$3.22 for the bottom half. 
 
The year 2005 comparison of the top versus bottom half was more similar to the 2004 and 2001 comparison, 
than to the other years. The top half had over four times as much NFIFO per CWT EQ and NFIFO per cow in 
2003, 2002, and 2000 and about two and one-half times more NFIFO per CWT EQ and per cow in 2005, 2004 
and 2001. The ratio between the most profitable half and the least profitable half’s NFIFO per CWT EQ 
and NFIFO per cow was greater in the lower profit years (usually with lower milk price) than in the higher 
profit years.   
 
Graph 2-1 
  

Comparing Top Half with Bottom Half of 
Graziers Sorted by NFIFO per CWT EQ for 
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$0.00

$1.00

$2.00

$3.00

$4.00

$5.00

$6.00

1999 2000 2001 2002 2003 2004 2005 2006

Year

N
FI

FO
O

/C
W

T 
EQ

 

Top Half
Bottom Half

 
 

                                                 
7 CWT EQ sold is not the same as actual hundredweights of milk sold. See Chapter X for more information about CWT EQ. 
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Because of rounding, some small mathematical differences might be found in the summary tables below.   
Table 2-1

Comparing the Top Half with the Bottom Half of
Graziers Sorted by NFIFO per CWT EQ Most
Performance Measures Selected from
Tables 2-2 to 2-9 2000 2001 2002 2003 2004 2005
Number of Herds 46 61 50 50 50 57
Number of Cows per Herd 78 80 75 77 89 83
Average Lbs. Milk per Cow 17,380 15,578 15,587 15,938 14,988 15,851
Average Lbs. Milk per Herd 1,361,892 1,244,299 1,167,013 1,221,182 1,326,548 1,313,862
Group Average Mailbox Milk Price N/A $16.15 $14.23 $15.09 $17.64 $16.42
U.S. All Milk Price (used to calculate CWT EQ)* 12.33 $14.94 $12.15 $12.50 $16.10 $15.14
Average Basic Cost per CWT EQ $6.96 $7.82 $6.76 $6.84 $8.44 $8.28
Non-Basic Cost per CWT EQ $2.39 $2.36 $2.28 $2.27 $2.44 $2.39
Allocated Cost per CWT EQ (Basic + Non-Basic Cost) $9.35 $10.18 $9.04 $9.11 $10.88 $10.67
NFIFO per Cow (if all labor was unpaid) $869 $1,101 $971 $1,023 $1,199 $1,086
NFIFO per CWT EQ (if all labor was unpaid) $3.77 $5.49 $3.99 $4.18 $5.88 $5.15
NFIFO per Farm $53,876 $76,462 $56,608 $63,470 $94,036 $78,094
NFIFO per Cow $687 $962 $756 $828 $1,062 $942
NFIFO per CWT EQ $2.98 $4.76 $3.11 $3.39 $5.22 $4.47

Top Half

 
 
Table 2-1 continued

Comparing the Top Half with the Bottom Half of
Graziers Sorted by NFIFO per CWT EQ Most
Performance Measures Selected from
Tables 2-2 to 2-9 2000 2001 2002 2003 2004 2005
Number of Herds 44 62 50 50 50 58
Number of Cows per Herd 104 91 97 98 99 119
Average Lbs. Milk per Cow 16,530 15,416 15,282 14,845 16,273 16,472
Average Lbs. Milk per Herd 1,718,782 1,407,833 1,488,501 1,460,414 1,617,693 1,966,220
Group Average Mailbox Milk Price N/A $16.47 $13.39 $13.87 $17.73 $16.93
U.S. All Milk Price (used to calculate CWT EQ)* $12.33 $14.94 $12.15 $12.50 $16.10 $15.14
Average Basic Cost per CWT EQ $8.56 $9.22 $8.44 $8.70 $10.11 $9.72
Non-Basic Cost per CWT EQ $3.20 $3.77 $3.04 $2.89 $3.72 $3.64
Allocated Cost per CWT EQ (Basic + Non-Basic Cost) $11.76 $12.99 $11.48 $11.59 $13.83 $13.36
NFIFO per Cow (if all labor was unpaid) $356 $676 $409 $410 $780 $705
NFIFO per CWT EQ (if all labor was unpaid) $1.64 $3.45 $1.95 $2.02 $3.71 $3.22
NFIFO per Farm $12,790 $34,907 $13,590 $18,249 $47,517 $46,518
NFIFO per Cow $123 $382 $140 $186 $478 $390
NFIFO per CWT EQ $0.57 $1.95 $0.67 $0.91 $2.27 $1.78

Bottom Half

 
*See Chapters IX and X for more information about CWT EQ and cost categories. 
See tables 2-2 to 2-9 for more details about the average financial performance of the top and bottom half herds.  
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Table 2-2 p. 1 

The Average AgFA© Farm Earnings Report for the Top Half of Great Lakes Graziers.   
The 57 Top Half Graziers were sorted by Net Farm Income from Operations (NFIFO) per CWT EQ 

 
2005 2005 2005

per Farm per Head per CWT E

11.19 0.14 0
0.00 0.00 0

214,914.39 2,592.89 12
7,401.25 89.29 0

642.49 7.75 0
992.51 11.97 0

7,669.87 92.54 0
17.02 0.21 0
14.65 0.18 0

1,136.61 13.71 0
5,145.89 62.08 0

138.12 1.67 0
(306.63) (3.70) -0

17,780.51 214.52 1
255,557.88 3,083.25 14

945.34 11.41 0
910.98 10.99 0

7,048.46 85.04 0
8,904.79 107.43 0

264,462.66 3,190.68 15

Change in Raised Breeding Livestock
Total Non-Cash Income

Total Income 

Total Cash Income - Basis Adjustments
Non-Cash Income

Change in Raised Crop Inventories
Change in Remaining Current Assets

Other Income, Incl. Tax Credits, Refunds
Sale of Purchased Breeding Livestock

Basis in Breeding Livestock Sold
Sale of Raised Breeding Livestock

Agricultural Program Payments
MILC Program Payments

Crop Insurance Proceeds and Certain Disaster Payments
Custom Hire (Machine Work) Income

Animal Product Sales
Raised Non-Breeding Livestock Sales

Crop Sales
Distributions Received from Cooperatives

Income

Cash Income - Basis Adjustments
Sales of Livestock and Other Items Bought for Resale

Basis in Resale Livestock Sold
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Table 2-2, p. 2 

The Average AgFA© Farm Earnings Report for the Top Half of Great Lakes Graziers.   
The 57 Top Half Graziers were sorted by Net Farm Income from Operations (NFIFO) per CWT EQ 

2005 2005 2005
per Farm per Head per CWT EQ

42.89 0.52 0.00
2,562.00 30.91 0.15

714.34 8.62 0.04
1,121.21 13.53 0.06

0.00 0.00 0.00
0.00 0.00 0.00

5,247.28 63.31 0.30
0.00 0.00 0.00

913.71 11.02 0.05
57,467.18 693.33 3.29
8,882.40 107.16 0.51

955.64 11.53 0.05
5,710.91 68.90 0.33
3,351.95 40.44 0.19
5,521.77 66.62 0.32
2,539.58 30.64 0.15

28.07 0.34 0.00
10,997.09 132.68 0.63

0.00 0.00 0.00
245.58 2.96 0.01

4,827.39 58.24 0.28
13,705.89 165.36 0.78
1,135.09 13.69 0.06

465.51 5.62 0.03
2,890.14 34.87 0.17

24.20 0.29 0.00
7,257.84 87.56 0.42
4,648.70 56.09 0.27
5,980.51 72.15 0.34
4,419.73 53.32 0.25
5,039.84 60.80 0.29
7,698.87 92.89 0.44

358.63 4.33 0.02
3,361.78 40.56 0.19

0.55 0.01 0.00
168,116.25 2,028.28 9.62

(3,015.60) (36.38) -0.17
(879.70) (10.61) -0.05

21,721.32 262.06 1.24
426.51 5.15 0.02

18,252.53 220.21 1.04
186,368.78 2,248.50 10.67
78,093.88 942.18 4.47
2,468.44 29.78 0.14

80,562.32 971.97 4.61

Expenses

Cash Expense
Cost of Items for Resale

Breeding Fees
Car and Truck Expenses

Employee Benefits - Dependents
Employee Benefits - Non-Dependents

Feed Purchase

Chemicals
Conservation Expenses

Custom Heifer Raising Expenses
Custom Hire (Machine Work)

Fertilizer and Lime
Freight and Trucking

Gasoline, Fuel, and Oil
Farm Insurance

Mortgage Interest
Other Interest

Labor Hired - Dependents
Labor Hired - Non-Dependents

Pension and Profit-Sharing Plans - Dependents
Rent/Lease Equipment

Rent/Lease Other
Repairs and Maintenance

Building and Fence Repairs
Machinery Repairs

Seeds and Plants Purchased
Storage and Warehousing

Supplies Purchased
Taxes - Other

Utilities
Veterinary Fees and Medicine

Other Farm Expenses
Marketing & Hedging
Other Crop Expenses

Other Livestock Expenses
Selling Expense of Capital Items
Total Cash Expense

Non-Cash Expenses
- Change in Prepaid Expenses

Change in Accounts Payable
Machinery, Equipment and Building Depreciation

Livestock Depreciation
Total Non-Cash Expenses

Net Farm Income From Operations (NFIFO)
Gain (Loss) on Sale of All Farm Capital Assets

Net Farm Income (NFI)

Total Expenses 
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Table 2-3 p. 1 

The Average AgFA© Cost of Production Report for the Top Half of Great Lakes Graziers.   
The 57 Top Half Graziers were sorted by Net Farm Income from Operations (NFIFO) per CWT EQ.  This report 

shows Basic Costs, Allocated Costs, Total Costs, NFIFO and Other Financial Details. 
 

2005 2005 2005
per Farm per CWT Sold per CWT EQ

264,462.66 20.13 15.14

42.89 0.00 0.00
2,562.00 0.19 0.15

714.34 0.05 0.04
1,121.21 0.09 0.06

0.00 0.00 0.00
0.00 0.00 0.00

5,247.28 0.40 0.30
57,467.18 4.37 3.29
8,882.40 0.68 0.51

955.64 0.07 0.05
5,710.91 0.43 0.33
3,351.95 0.26 0.19

245.58 0.02 0.01
4,827.39 0.37 0.28

13,705.89 1.04 0.78
1,135.09 0.09 0.06

465.51 0.04 0.03
2,890.14 0.22 0.17

24.20 0.00 0.00
7,257.84 0.55 0.42
4,648.70 0.35 0.27
5,980.51 0.46 0.34
4,419.73 0.34 0.25
5,039.84 0.38 0.29
7,698.87 0.59 0.44

358.63 0.03 0.02
3,361.78 0.26 0.19

(3,015.60) (0.23) (0.17)
(879.70) (0.07) (0.05)

0.55 0.00 0.00
426.51 0.03 0.02

144,647.24 11.01 8.28Total Basic Cost

- Change in Prepaid Expenses
Change in Accounts Payable

Selling Expense of Capital Items
Depreciation on Purchased Breeding Livestock

Other Farm Expenses
Marketing & Hedging
Other Crop Expenses

Other Livestock Expenses

Supplies Purchased
Taxes - Other

Utilities
Veterinary Fees and Medicine

Building and Fence Repairs
Machinery Repairs

Seeds and Plants Purchased
Storage and Warehousing

Farm Insurance
Rent/Lease Equipment

Rent/Lease Other
Repairs and Maintenance

Feed Purchase
Fertilizer and Lime

Freight and Trucking
Gasoline, Fuel, and Oil

Conservation Expenses
Custom Heifer Raising Expenses

Custom Hire (Machine Work)

Cost of Items for Resale
Breeding Fees

Car and Truck Expenses
Chemicals

Income

Total Income 
Expenses
Basic Cost
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Table 2-3 p. 2 

The Average AgFA© Cost of Production Report for the Top Half of Great Lakes Graziers.   
The 57 Top Half Graziers were sorted by Net Farm Income from Operations (NFIFO) per CWT EQ. 
This report shows Basic Costs, Allocated Costs, Total Costs, NFIFO and Other Financial Details. 

 
2005 2005 2005

per Farm per CWT Sold per CWT EQ
5,521.77 0.42 0.32
2,539.58 0.19 0.15
8,061.35 0.61 0.46

0.00 0.00 0.00
913.71 0.07 0.05
28.07 0.00 0.00

10,997.09 0.84 0.63
0.00 0.00 0.00

37,652.25 2.87 2.16
49,591.12 3.77 2.84

21,721.32 1.65 1.24
20,457.69 1.56 1.17
42,179.01 3.21 2.41

244,478.72 18.61 14.00
19,983.94 1.52 1.14

186,368.78 14.18 10.67
78,093.88 5.94 4.47
2,468.44 0.19 0.14

80,562.32 6.13 4.61

Total Allocated Costs
Net Farm Income From Operations (NFIFO)

Gain (Loss) on Sale of All Farm Capital Assets
Net Farm Income (NFI)

Total Depreciation & Equity Cost
Total Expenses 

Total Income - Total Expenses
Net Farm Income from Operations (NFIFO) Summary

Total Labor Cost
Depreciation & Equity Cost

Machinery, Equipment, Building Depreciation
Interest on Equity Capital

Labor Hired - Dependents
Labor Hired - Non-Dependents

Pension and Profit-Sharing Plans - Dependents
Value of Unpaid Labor & Management

Total Interest Cost
Labor Cost

Employee Benefits - Dependents
Employee Benefits - Non-Dependents

Interest Cost
Mortgage Interest

Other Interest
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Table 2-4 p. 1 

The Average AgFA© Financial Measures Report for the Top Half of Great Lakes Graziers.   
The 57 Top Half Graziers were sorted by Net Farm Income from Operations (NFIFO) per CWT EQ. 

2005 2005 2005
per Farm per Cow per CWT EQ
$78,093.88 $942.18 $4.47
$80,562.32 $971.97 $4.61

15.71% 15.71% 15.71%
$22,147.82 $267.21 $1.27

23.06 % 23.06 % 23.06 %
19.27 % 19.27 % 19.27 %

0.815 0.815 0.815
0.547 0.547 0.547
0.045 0.045 0.045
0.030 0.030 0.030
0.082 0.082 0.082
0.295 0.295 0.295

$66,165.11 $798.27 $3.79
$44,183.46 $533.06 $2.53

3.91 3.91 3.91

$87,748.26 $1,058.66 $5.02
$32,376.09 $390.61 $1.85

2.19 2.19 2.19

$315,571.36 $3,807.30 $18.07
$134,822.79 $1,626.61 $7.72
$180,748.57 $2,180.69 $10.35

0.450 0.450 0.450
$333,416.19 $4,022.59 $19.09
$141,956.14 $1,712.67 $8.13
$191,460.05 $2,309.92 $10.96

0.426 0.426 0.426
$10,711.48 $129.23 $0.61

These Financial Measures Were Calculated Using the Cost Basis of Assets and Cost (Tax) Depreciation
The financial calculations using the Market Basis of Assets and Economic Depreciation are on the following page.

Profitability 

Net Farm Income From Operations
Net Farm Income

Rate of Return on Assets (ROROA) 
Cost (Tax) Depreciation Claimed

Rate of Return on Equity
Net Profit Margin

Financial Efficiency Ratios (These ratios are calculated using Total Farm Income, not Value of Farm Production.)
Asset Turnover Ratio

Basic Cost  Ratio

Depreciation Ratio
Net Farm Income from Operations Ratio

Repayment Capacity
Capital Replacement & Debt Repayment Capacity

Note:  Some methods of calculating
ratios combine the Basic Cost and 
Wages Paid Ratios into a single
ratio (Operating Cost Ratio).

Interest Paid Ratio
Wages Paid Ratio

Coverage Margin
Term Debt Coverage Ratio

Liquidity
Net Cash Income

Working Capital
Current Ratio

Solvency (Assets at Cost, including current assets and raised breeding livestock)
Beginning Total Farm Assets

Beginning Total Farm Liabilities
Beginning Farm Net Worth

Farm Debt to Asset Ratio - Beginning of Year
Ending Total Farm Assets

Ending Total Farm Liabilities
Ending Farm Net Worth

Year Ending Farm Debt to Asset Ratio
Cost Basis Change in Farm Net Worth
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Table 2-4 p. 2 

The Average AgFA© Financial Measures Report for the Top Half of Great Lakes Graziers.   
The 57 Top Half Graziers were sorted by Net Farm Income from Operations (NFIFO) per CWT EQ. 

 

2005 2005 2005
Per Farm Per Cow Per CWT EQ
$84,910.02 $1,024.42 $4.86
$87,378.46 $1,054.20 $5.00

8.89 % 8.89 % 8.89 %
$15,331.69 $184.97 $0.88

9.72 % 9.72 % 9.72 %
21.85 % 21.85 % 21.85 %

0.407 0.407 0.407
0.547 0.547 0.547
0.045 0.045 0.045
0.030 0.030 0.030
0.056 0.056 0.056
0.321 0.321 0.321

$66,165.11 $798.27 $516.86
$44,183.46 $533.06 $2.53

3.91 3.91 475.60

$87,748.26 $1,058.66 $5.02
$32,376.09 $390.61 $1.85

2.19 2.19 2.19

$625,077.22 $7,541.41 $35.78
$134,822.79 $1,626.61 $7.72
$490,254.43 $5,914.81 $28.07

0.216 0.216 0.216
$674,586.43 $8,138.73 $38.62
$141,956.14 $1,712.67 $8.13
$532,630.29 $6,426.06 $30.49

0.210 0.210 0.210
$42,375.85 $511.25 $2.43

Ending Farm Net Worth
Year Ending Farm Debt to Asset Ratio

Total Change in Farm Net Worth

Beginning Farm Net Worth
Farm Debt to Asset Ratio - Beginning of Year

Ending Total Farm Assets
Ending Total Farm Liabilities

Current Ratio
Solvency (Assets at Market Value)

Beginning Total Farm Assets
Beginning Total Farm Liabilities

Term Debt Coverage Ratio
Liquidity

Net Cash Income
Working Capital

Net Farm Income from Operations Ratio

Repayment Capacity
Capital Replacement & Debt Repayment Capacity

Coverage Margin

Net Profit Margin
Financial Efficiency Ratios (These ratios are calculated using Total Farm Income, not Value of Farm Production.)

Asset Turnover Ratio
Note:  Some methods of calculating
ratios combine the Basic Cost and 
Wages Paid Ratios into a single
ratio (Operating Cost Ratio).

Basic Cost Ratio

Interest Paid Ratio
Wages Paid Ratio

Depreciation Ratio

Net Farm Income
Rate of Return on Assets (ROROA)

Economic Depreciation Claimed
Rate of Return on Equity

These Financial Measures Were Calculated Using the Market Value of Assets and Economic Depreciation
The financial calculations using the Cost Basis of Assets and Cost (Tax) Depreciation are on the previous page.

Profitability 

Net Farm Income From Operations
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Table 2-5 

The Average AgFA© Balance Sheet Report for the Top Half of Great Lakes Graziers in 2005 
Showing the Current Market Values and Historic Cost Values of Assets.   

The 57 Top Half Graziers were sorted by Net Farm Income from Operations (NFIFO) per CWT EQ. 
 

Beg. Dollars End Dollars

6,726 8,732
10,216 13,231
24,232 25,177

154 154
9,402 9,668
1,921 2,565

52,650 59,527
Beg. Dollars End Dollars

161,014 168,063
0 0 993 1,046

99,623 110,670 16,135 16,819
38,660 39,554 20,679 21,308

255,286 278,234 59,619 62,409
17,845 18,538 4,481 4,245

572,428 615,059 101,908 105,826
625,077 674,586

5,086 4,206
10,939 12,726
5,650 10,219

21,674 27,151

23,781 20,815
89,367 93,990
91,828 99,748

204,976 214,553
226,651 241,704

45,098 42,880
2,954 1,851

Beginning Ending Change
1,461 1,461 0

1 179,288 189,999 10,711
217,678 241,423 23,744
398,427 432,883 34,456
42,144 41,029 -1,115

440,571 473,911 33,341

Cost Basis

Current Assets
Cash Accounts

Prepaid Expenses & Purchased Inventories
Raised Feed Inventories

Basis in Resale Livestock Purchased
Accounts Receivable

Market Livestock & Etc.
Total Current Assets

Non-Current Assets
Raised Breeding Livestock

Machinery & Equipment
Purchased Breeding Livestock

Land & House
Buildings

Total Non-Current Assets
Other Non-Current Assets

Total Farm Assets
Current Liabilities

Accounts Payable
Current Portion of Non-Current Liabilities

Other Current Liabilities
Total Current Liabilities

Non-Current Liabilities
Intermediate Liabilities

Long-Term Liabilities
Contingent Liabilities

Total Non-Current Liabilities
Total Farm Liabilities

Non-Farm Assets
Non-Farm Liabilities

Statement of Equities (Net Worth) 

Contributed Capital
Retained Earnings 1 All current assets and 

raised breeding livestock are 
included in retained 
earnings.

Valuation Adjustment
Total Farm Equities

Non-Farm Equities
Total Equities
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Table 2-6, p. 1 

The Average AgFA© Farm Earnings Report for the Bottom Half of Great Lakes Graziers. 
The 58 Bottom Half Graziers were sorted by Net Farm Income from Operations (NFIFO) per CWT EQ. 

 
2005 2005 2005

per Farm per Head per CWT EQ

155.26 1.30 0.01
0.00 0.00 0.00

333,102.53 2,790.57 12.77
8,995.76 75.36 0.34
2,250.10 18.85 0.09

624.57 5.23 0.02
9,208.14 77.14 0.35

58.76 0.49 0.00
10.28 0.09 0.00

941.43 7.89 0.04
5,132.03 42.99 0.20
(201.21) (1.69) -0.01

23,118.02 193.67 0.89
383,395.67 3,211.90 14.70

(2,753.92) (23.07) -0.11
2,220.05 18.60 0.09

12,143.68 101.73 0.47
11,609.81 97.26 0.44

395,005.49 3,309.16 15.14

Income

Cash Income - Basis Adjustments
Sales of Livestock and Other Items Bought for Resale

Basis in Resale Livestock Sold
Animal Product Sales

Raised Non-Breeding Livestock Sales
Crop Sales

Distributions Received from Cooperatives
Agricultural Program Payments

MILC Program Payments
Crop Insurance Proceeds and Certain Disaster Payments

Custom Hire (Machine Work) Income
Other Income, Incl. Tax Credits, Refunds

Basis in Breeding Livestock Sold
Sale of Raised Breeding Livestock

Total Cash Income - Basis Adjustments
Non-Cash Income

Change in Raised Crop Inventories
Change in Remaining Current Assets
Change in Raised Breeding Livestock
Total Non-Cash Income

Total Income 
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Table 2-6, p. 2 

The Average AgFA© Farm Earnings Report for the Bottom Half of Great Lakes Graziers. 
The 58 Bottom Half Graziers were sorted by Net Farm Income from Operations (NFIFO) per CWT EQ. 

2005 2005 2005
per Farm per Head per CWT EQ

274.07 2.30 0.01
3,713.64 31.11 0.14

453.64 3.80 0.02
2,779.19 23.28 0.11

24.14 0.20 0.00
760.22 6.37 0.03

10,236.03 85.75 0.39
0.00 0.00 0.00

24.91 0.21 0.00
91,140.24 763.53 3.49
6,612.00 55.39 0.25

944.78 7.91 0.04
13,056.57 109.38 0.50
5,056.45 42.36 0.19

15,003.36 125.69 0.58
3,028.71 25.37 0.12

0.00 0.00 0.00
37,659.19 315.49 1.44

0.00 0.00 0.00
0.00 0.00 0.00

635.50 5.32 0.02
9,291.03 77.84 0.36

24,183.03 202.59 0.93
347.19 2.91 0.01
445.09 3.73 0.02

5,605.10 46.96 0.21
0.14 0.00 0.00

9,887.33 82.83 0.38
6,535.84 54.75 0.25

0.00 0.00 0.00
8,893.43 74.50 0.34
8,285.62 69.41 0.32

10,003.86 83.81 0.38
13,723.50 114.97 0.53

239.50 2.01 0.01
12,311.24 103.14 0.47

301,154.55 2,522.92 11.54

464.03 3.89 0.02
797.14 6.68 0.03

39,075.79 327.36 1.50
6,996.29 58.61 0.27

47,333.26 396.53 1.81
348,487.81 2,919.46 13.36
46,517.67 389.70 1.78
3,055.31 25.60 0.12

49,572.99 415.30 1.90

Expenses

Cash Expense
Cost of Items for Resale

Breeding Fees
Car and Truck Expenses

Chemicals
Conservation Expenses

Custom Heifer Raising Expenses
Custom Hire (Machine Work)

Employee Benefits - Dependents
Employee Benefits - Non-Dependents

Feed Purchase
Fertilizer and Lime

Freight and Trucking
Gasoline, Fuel, and Oil

Farm Insurance
Mortgage Interest

Other Interest
Labor Hired - Dependents

Labor Hired - Non-Dependents
Pension and Profit-Sharing Plans - Non-Dependents

Pension and Profit-Sharing Plans - Dependents
Rent/Lease Equipment

Rent/Lease Other
Repairs and Maintenance

Building and Fence Repairs
Machinery Repairs

Seeds and Plants Purchased
Storage and Warehousing

Supplies Purchased
Taxes - Other

Taxes - Payroll
Utilities

Veterinary Fees and Medicine
Other Farm Expenses
Marketing & Hedging
Other Crop Expenses

Other Livestock Expenses
Total Cash Expense

Non-Cash Expenses
- Change in Prepaid Expenses

Change in Accounts Payable
Machinery, Equipment and Building Depreciation

Livestock Depreciation
Total Non-Cash Expenses

Total Expenses 
Net Farm Income From Operations (NFIFO)

Gain (Loss) on Sale of All Farm Capital Assets
Net Farm Income (NFI)
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Table 2-7, p. 1 

The Average AgFA© Cost of Production Report for the Bottom Half of Great Lakes Graziers. 
The 58 Bottom Half Graziers were sorted by Net Farm Income from Operations (NFIFO) per CWT EQ. 

This Report Shows Basic Costs, Allocated Costs, Total Costs, NFIFO and other Financial Details. 
 

2005 2005 2005
per Farm per CWT Sold per CWT EQ
395,005.49 20.09 15.14

274.07 0.01 0.01
3,713.64 0.19 0.14

453.64 0.02 0.02
2,779.19 0.14 0.11

24.14 0.00 0.00
760.22 0.04 0.03

10,236.03 0.52 0.39
91,140.24 4.64 3.49
6,612.00 0.34 0.25

944.78 0.05 0.04
13,056.57 0.66 0.50
5,056.45 0.26 0.19

635.50 0.03 0.02
9,291.03 0.47 0.36

24,183.03 1.23 0.93
347.19 0.02 0.01
445.09 0.02 0.02

5,605.10 0.29 0.21
0.14 0.00 0.00

9,887.33 0.50 0.38
6,535.84 0.33 0.25

0.00 0.00 0.00
8,893.43 0.45 0.34
8,285.62 0.42 0.32

10,003.86 0.51 0.38
13,723.50 0.70 0.53

239.50 0.01 0.01
12,311.24 0.63 0.47

464.03 0.02 0.02
797.14 0.04 0.03

6,996.29 0.36 0.27
253,695.85 12.90 9.72

- Change in Prepaid Expenses
Change in Accounts Payable

Depreciation on Purchased Breeding Livestock
Total Basic Cost

Other Farm Expenses
Marketing & Hedging
Other Crop Expenses

Other Livestock Expenses

Taxes - Other
Taxes - Payroll

Utilities
Veterinary Fees and Medicine

Machinery Repairs
Seeds and Plants Purchased

Storage and Warehousing
Supplies Purchased

Rent/Lease Equipment
Rent/Lease Other

Repairs and Maintenance
Building and Fence Repairs

Fertilizer and Lime
Freight and Trucking

Gasoline, Fuel, and Oil
Farm Insurance

Conservation Expenses
Custom Heifer Raising Expenses

Custom Hire (Machine Work)
Feed Purchase

Cost of Items for Resale
Breeding Fees

Car and Truck Expenses
Chemicals

Income

Total Income 
Expenses
Basic Cost
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Table 2-7, p. 2 

The Average AgFA© Cost of Production Report for the Bottom Half of Great Lakes Graziers. 
The 58 Bottom Half Graziers were sorted by Net Farm Income from Operations (NFIFO) per CWT EQ. 

This Report Shows Basic Costs, Allocated Costs, Total Costs, NFIFO and other Financial Details. 
 

2005 2005 2005
per Farm per CWT Sold per CWT EQ

15,003.36 0.76 0.58
3,028.71 0.15 0.12

18,032.07 0.92 0.69

0.00 0.00 0.00
24.91 0.00 0.00

0.00 0.00 0.00
37,659.19 1.92 1.44

0.00 0.00 0.00
0.00 0.00 0.00

42,899.36 2.18 1.64
80,583.47 4.10 3.09

39,075.79 1.99 1.50
24,673.22 1.25 0.95
63,749.01 3.24 2.44

416,060.40 21.16 15.95
(21,054.91) (1.07) (0.81)

348,487.81 17.72 13.36
46,517.67 2.37 1.78
3,055.31 0.16 0.12

49,572.99 2.52 1.90

Total Allocated Costs
Net Farm Income From Operations (NFIFO)

Gain (Loss) on Sale of All Farm Capital Assets
Net Farm Income (NFI)

Total Depreciation & Equity Cost
Total Expenses 

Total Income - Total Expenses
Net Farm Income from Operations (NFIFO) Summary

Total Labor Cost
Depreciation & Equity Cost

Machinery, Equipment, Building Depreciation
Interest on Equity Capital

Labor Hired - Non-Dependents
Pension and Profit-Sharing Plans - Non-Dependents

Pension and Profit-Sharing Plans - Dependents
Value of Unpaid Labor & Management

Labor Cost
Employee Benefits - Dependents

Employee Benefits - Non-Dependents
Labor Hired - Dependents

Interest Cost
Mortgage Interest

Other Interest
Total Interest Cost
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Table 2-8 p. 1 

The Average AgFA© Financial Measures Report for the Bottom Half of Great Lakes Graziers. 
The 58 Bottom Half Graziers were sorted by Net Farm Income from Operations (NFIFO) per CWT EQ.

 

2005 2005 2005
per Farm per Cow per CWT EQ
$46,517.67 $389.70 $1.78
$49,572.99 $415.30 $1.90

5.71% 5.71% 5.71%
$46,072.09 $385.97 $1.77

6.79 % 6.79 % 6.79 %
Financi 6.25 % 6.25 % 6.25 %

Note:  0.915 0.915 0.915
0.642 0.642 0.642
0.095 0.095 0.095
0.046 0.046 0.046
0.099 0.099 0.099

Repaym 0.118 0.118 0.118

$59,798.62 $500.96 $2.29
$4,471.37 $37.46 $0.17

Liquidit 1.47 1.47 1.47

$82,442.33 $690.66 $3.16
$19,935.54 $167.01 $0.76

1.30 1.30 1.30
Solvenc

$426,579.12 $3,573.67 $16.35
$324,582.59 $2,719.19 $12.44
$101,996.53 $854.48 $3.91

0.806 0.806 0.806
$437,135.38 $3,662.11 $16.75
$343,677.50 $2,879.16 $13.17
$93,457.88 $782.94 $3.58

0.786 0.786 0.786
$-8,538.65 $-71.53 $-0.33Cost Basis Change in Farm Net Worth

Ending Total Farm Assets
Ending Total Farm Liabilities

Ending Farm Net Worth
Year Ending Farm Debt to Asset Ratio

Beginning Total Farm Assets
Beginning Total Farm Liabilities

Beginning Farm Net Worth
Farm Debt to Asset Ratio - Beginning of Year

Term Debt Coverage Ratio

Net Cash Income
Working Capital

Current Ratio

Depreciation Ratio
Net Farm Income from Operations Ratio

Capital Replacement & Debt Repayment Capacity
Coverage Margin

Net Profit Margin

Asset Turnover Ratio
Basic Cost  Ratio

Interest Paid Ratio
Wages Paid Ratio

Net Farm Income
Rate of Return on Assets (ROROA) 

Cost (Tax) Depreciation Claimed
Rate of Return on Equity

These Financial Measures Were Calculated Using the Cost Basis of Assets and Cost (Tax) Depreciation
The financial calculations using the Market Basis of Assets and Economic Depreciation are on the following page.

Profitability 

Net Farm Income From Operations
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Table 2-8 p. 2 

The Average AgFA© Financial Measures Report for the Bottom Half of Great Lakes Graziers. 
The 58 Bottom Half Graziers were sorted by Net Farm Income from Operations (NFIFO) per CWT EQ.

 

2005 2005 2005
per Farm per Cow per CWT EQ
$62,563.19 $524.12 $2.40
$65,618.50 $549.72 $2.52

4.29 % 4.29 % 4.29 %
$29,992.09 $251.26 $1.15

3.68 % 3.68 % 3.68 %
10.32 % 10.32 % 10.32 %

0.415 0.415 0.415
0.644 0.644 0.644
0.095 0.095 0.095
0.046 0.046 0.046
0.057 0.057 0.057
0.158 0.158 0.158

$59,798.62 $500.96 $7,554.18
$4,471.37 $37.46 $0.17

1.47 1.47 3,730.32

$82,442.33 $690.66 $3.16
$19,935.54 $167.01 $0.76

1.30 1.30 1.30

$930,445.51 $7,794.81 $35.66
$324,582.59 $2,719.19 $12.44
$605,862.93 $5,075.62 $23.22

0.349 0.349 0.349
$971,372.21 $8,137.68 $37.23
$343,677.50 $2,879.16 $13.17
$627,694.71 $5,258.52 $24.06

0.354 0.354 0.354
$21,831.78 $182.90 $0.84

These Financial Measures Were Calculated Using the Market Value of Assets and Economic Depreciation
The financial calculations using the Cost Basis of Assets and Cost (Tax) Depreciation are on the previous page.

Profitability 

Net Farm Income From Operations
Net Farm Income

Rate of Return on Assets (ROROA)
Economic Depreciation Claimed

Rate of Return on Equity
Net Profit Margin

Financial Efficiency Ratios (These ratios are calculated using Total Farm Income, not Value of Farm Production.)
Asset Turnover Ratio

Note:  Some methods of calculating
ratios combine the Basic Cost and 
Wages Paid Ratios into a single
ratio (Operating Cost Ratio).

Basic Cost Ratio

Interest Paid Ratio
Wages Paid Ratio

Depreciation Ratio
Net Farm Income from Operations Ratio

Repayment Capacity
Capital Replacement & Debt Repayment Capacity

Coverage Margin
Term Debt Coverage Ratio

Liquidity
Net Cash Income

Working Capital
Current Ratio

Solvency (Assets at Market Value)
Beginning Total Farm Assets

Beginning Total Farm Liabilities
Beginning Farm Net Worth

Farm Debt to Asset Ratio - Beginning of Year
Ending Total Farm Assets

Ending Total Farm Liabilities
Ending Farm Net Worth

Year Ending Farm Debt to Asset Ratio
Total Change in Farm Net Worth
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Table 2-9 

The Average AgFA© Balance Sheet Report for the Bottom Half of Great Lakes Graziers 
Showing the Current Market Values and Historic Cost Values of Assets. 

The 58 Bottom Half Graziers were sorted by Net Farm Income from Operations (NFIFO) per CWT EQ.
 

Beg. Dollars End Dollars

8,694 3,977
15,765 15,301
47,845 45,091

0 0
16,812 19,236
2,485 2,282

91,601 85,886
Beg. Dollars End Dollars

217,562 229,705
3,210 2,738 2,353 2,437

147,227 162,275 20,985 21,327
36,209 38,858 24,934 25,536

423,595 439,771 65,506 70,177
11,042 12,138 3,638 2,066

838,844 885,486 117,416 121,544
930,446 971,372

11,314 12,146
34,807 39,241
9,004 14,564

55,126 65,951

27,030 33,284
242,427 244,442
144,985 151,585
414,442 429,312

469,568 495,263
35,425 19,231

259 1,152

Beginning Ending Change
1,483 2,165 682

1 100,514 91,293 -9,221
358,881 382,651 23,770
460,878 476,109 15,232
35,167 18,079 -17,088

496,044 494,188 -1,856

Cost Basis

Current Assets
Cash Accounts

Prepaid Expenses & Purchased Inventories
Raised Feed Inventories

Basis in Resale Livestock Purchased
Accounts Receivable

Market Livestock & Etc.
Total Current Assets

Non-Current Assets
Raised Breeding Livestock

Machinery & Equipment
Purchased Breeding Livestock

Land & House
Buildings

Total Non-Current Assets
Other Non-Current Assets

Total Farm Assets
Current Liabilities

Accounts Payable
Current Portion of Non-Current Liabilities

Other Current Liabilities
Total Current Liabilities

Non-Current Liabilities
Intermediate Liabilities

Long-Term Liabilities
Contingent Liabilities

Total Non-Current Liabilities
Total Farm Liabilities

Non-Farm Assets
Non-Farm Liabilities

Statement of Equities (Net Worth) 

Contributed Capital
Retained Earnings 1 All current assets and 

raised breeding livestock are 
included in retained 
earnings.

Valuation Adjustment
Total Farm Equities

Non-Farm Equities
Total Equities
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XIV. Comparing Herds by Size: Less Than 100 Cows vs. 100 Cows or More 
 
The average “large” herd in 2005 had over three times as many cows, produced about three percent less milk 
per cow, and was less profitable on a per cow and a per CWT EQ basis than the smaller herds. The average 
“large” farm produced more total dollars of NFIFO per farm. For about half of the basic cost items, the larger 
herds spent more per CWT EQ than the smaller herds.  
 
Overall, the smaller herds had a $0.09 disadvantage in basic cost per CWT EQ and an $0.84 per CWT EQ 
advantage in the four non-basic cost categories that are added to the basic cost category to create the allocated 
cost category. More specifically, the smaller herds spent $0.06 per CWT EQ less for interest, $0.89 per CWT 
EQ less for paid labor and management, but $0.11 more per CWT EQ for depreciation than the large herds. 
  
This accounts for the $0.75 ($3.36-$2.61) overall advantage that the smaller herds had in NFIFO per CWT EQ.  
 
The larger herds’ cost of paid labor, which was $0.89 per CWT EQ higher in 2005, provides the smaller herds 
with most of their advantage in NFIFO per CWT EQ from 2000 to 2005. If all labor expenses were unpaid, the 
smaller herd size would still have a higher NFIFO per cow in three years and a higher NFIFO per CWT EQ in 
two years. 
 
Graph 3-1 
 

Comparing NFIFO per CWT EQ for Grazing Herds Less 
than 100 Cows versus Herds of 100 Cows or More
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Because of rounding, some small mathematical differences might be found in the summary tables below.  
Table 3-1

Comparing Herds by Size:
Less Than 100 vs. 100 Cows or More 
Most Performance Measures Selected from
Tables 3-2 to 3-9 2000 2001 2002 2003 2004 2005
Number of Herds 68 96 75 77 73 79
Number of Cows per Herd 59 57** 57** 57** 56 57**
Average Lbs. Milk per Cow 16,900 16,145 16,418 16,081 16,337 16,553
Average Lbs. Milk per Herd 1,000,211 917,335 936,493 924,568 919,975 951,279
Group Average Mailbox Milk Price NA $16.11 $13.44 $14.22 $17.61 $16.68
U.S. All Milk Price (used to calculate CWT EQ)* 12.33 $14.94 $12.15 $12.50 $16.10 $15.14
Average Basic Cost per CWT EQ $7.90 $8.72 $7.63 $7.91 $9.26 $9.18
Non-Basic Cost per CWT EQ $2.54 $2.73 $2.29 $2.36 $2.62 $2.60
Allocated Cost per CWT EQ (Basic + Non-Basic Cost) $10.44 $11.45 $9.92 $10.27 $11.88 $11.78
NFIFO per Cow (if all labor was unpaid) $553 $869 $683 $648 $1,038 $870
NFIFO per CWT EQ (if all labor was unpaid) $2.55 $4.26 $2.96 $2.83 $4.77 $3.96
NFIFO per Farm $24,256 $40,057 $29,465 $29,335 $51,195 $42,355

NFIFO per Cow $428 $705 $516 $510 $909 $737
NFIFO per CWT EQ $1.89 $3.49 $2.23 $2.23 $4.22 $3.36

Less than 100 Cows

 
 
Table 3-1 continued

Comparing Herds by Size:
Less Than 100 vs. 100 Cows or More 
Most Performance Measures Selected from
Tables 3-2 to 3-9 2000 2001 2002 2003 2004 2005
Number of Herds 24 30 28 25 28 36
Number of Cows per Herd 176 173 164 180 190** 190**
Average Lbs. Milk per Cow 16,744 14,671 14,318 14,691 15,156 15,978
Average Lbs. Milk per Herd 2,959,249 2,538,523 2,341,760 2,638,474 2,875,625 3,031,429
Group Average Mailbox Milk Price NA $16.54 $14.04 $14.58 $17.74 $16.87
U.S. All Milk Price (used to calculate CWT EQ)* $12.33 $14.94 $12.15 $12.50 $16.10 $15.14
Average Basic Cost per CWT EQ $7.77 $8.41 $7.86 $7.66 $9.37 $9.09
Non-Basic Cost per CWT EQ $3.11 $3.52 $3.13 $2.85 $3.54 $3.44
Allocated Cost per CWT EQ (Basic + Non-Basic Cost) $10.88 $11.93 $10.99 $10.51 $12.91 $12.53
NFIFO per Cow (if all labor was unpaid) $601 $864 $560 $689 $938 $879
NFIFO per CWT EQ (if all labor was unpaid) $2.65 $4.51 $2.65 $3.33 $4.67 $4.10
NFIFO per Farm $58,150 $99,837 $40,095 $74,215 $121,520 $106,298
NFIFO per Cow $365 $557 $245 $413 $640 $560
NFIFO per CWT EQ $1.45 $3.01 $1.16 $1.99 $3.19 $2.61

100 Cows or More

 
*See Chapters IX and X for more information about CWT EQ and cost categories. 
**By coincidence, these herd sizes are equal. 
Tables 3-2 to 3-9 provide more information about the financial performance of the average herd with less than 100 cows to the average herd with 100 
cows or more. 
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Table 3-2 p. 1 

The Average AgFA© Farm Earnings Report for the 79 Great Lakes Graziers with Less than 100 Cows 
 

2005 2005 2005
per Farm per Head per CWT EQ

28.97 0.50 0.00
0.00 0.00 0.00

157,974.67 2,748.87 12.54
4,966.16 86.41 0.39

885.54 15.41 0.07
781.87 13.61 0.06

4,966.52 86.42 0.39
13.28 0.23 0.00
18.11 0.32 0.00

504.53 8.78 0.04
3,385.89 58.92 0.27

78.77 1.37 0.01
(344.43) (5.99) -0.03

12,263.67 213.40 0.97
185,523.56 3,228.24 14.73

1,687.49 29.36 0.13
614.13 10.69 0.05

2,861.92 49.80 0.23
5,163.54 89.85 0.41

190,687.10 3,318.09 15.14

Income

Animal Product Sales
Basis in Resale Livestock Sold

Sales of Livestock and Other Items Bought for Resale
Cash Income - Basis Adjustments

Agricultural Program Payments
Distributions Received from Cooperatives

Crop Sales
Raised Non-Breeding Livestock Sales

Other Income, Incl. Tax Credits, Refunds
Custom Hire (Machine Work) Income

Crop Insurance Proceeds and Certain Disaster Payments
MILC Program Payments

Total Cash Income - Basis Adjustments
Sale of Raised Breeding Livestock

Basis in Breeding Livestock Sold
Sale of Purchased Breeding Livestock

Total Non-Cash Income
Change in Raised Breeding Livestock
Change in Remaining Current Assets

Non-Cash Income
Change in Raised Crop Inventories

Total Income 
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Table 3-2, p. 2 

The Average AgFA© Farm Earnings Report for the 79 Great Lakes Graziers with Less than 100 Cows 
 

2005 2005 2005
per Farm per Head per CWT EQ

30.95 0.54 0.00
2,089.56 36.36 0.17

733.66 12.77 0.06
1,112.71 19.36 0.09

0.00 0.00 0.00
233.01 4.05 0.02

4,438.41 77.23 0.35
0.00 0.00 0.00
7.16 0.12 0.00

42,619.24 741.60 3.38
3,615.60 62.91 0.29

691.40 12.03 0.05
5,489.90 95.53 0.44
3,033.16 52.78 0.24
5,033.14 87.58 0.40
1,861.61 32.39 0.15

20.25 0.35 0.00
7,619.86 132.59 0.60

170.73 2.97 0.01
2,627.15 45.71 0.21

10,048.17 174.85 0.80
981.85 17.08 0.08
486.13 8.46 0.04

2,049.51 35.66 0.16
5.35 0.09 0.00

6,034.99 105.01 0.48
3,845.59 66.92 0.31

0.00 0.00 0.00
5,100.64 88.75 0.40
4,012.45 69.82 0.32
3,263.43 56.79 0.26
6,162.53 107.23 0.49

269.58 4.69 0.02
4,556.08 79.28 0.36

128,243.80 2,231.53 10.18

326.06 5.67 0.03
(599.84) (10.44) -0.05

18,152.43 315.86 1.44
2,209.86 38.45 0.18

20,088.52 349.55 1.59
148,332.32 2,581.08 11.78
42,354.78 737.00 3.36
1,659.15 28.87 0.13

44,013.93 765.87 3.49Net Farm Income (NFI)
Gain (Loss) on Sale of All Farm Capital Assets
Net Farm Income From Operations (NFIFO)

Total Expenses 
Total Non-Cash Expenses

Livestock Depreciation
Machinery, Equipment and Building Depreciation

Change in Accounts Payable

Non-Cash Expenses
- Change in Prepaid Expenses

Total Cash Expense
Other Livestock Expenses

Other Crop Expenses
Marketing & Hedging

Other Farm Expenses
Veterinary Fees and Medicine

Utilities
Taxes - Payroll

Taxes - Other
Supplies Purchased

Storage and Warehousing
Seeds and Plants Purchased

Machinery Repairs
Building and Fence Repairs

Repairs and Maintenance
Rent/Lease Other

Rent/Lease Equipment
Labor Hired - Non-Dependents

Labor Hired - Dependents
Other Interest

Mortgage Interest
Farm Insurance

Gasoline, Fuel, and Oil
Freight and Trucking

Fertilizer and Lime
Feed Purchase

Employee Benefits - Non-Dependents
Employee Benefits - Dependents

Custom Hire (Machine Work)
Custom Heifer Raising Expenses

Conservation Expenses
Chemicals

Car and Truck Expenses
Breeding Fees

Cost of Items for Resale
Cash Expense

Expenses
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Table 3-3 p. 1 

The Average Cost of Production Report for the 79 Great Lakes Graziers with Less than 100 Cows.  
This report shows Basic Costs, Allocated Costs, Total Costs, NFIFO and Other Financial Details. 

 
2005 2005 2005

per Farm per CWT Sold per CWT EQ
190,687.10 20.05 15.14

30.95 0.00 0.00
2,089.56 0.22 0.17

733.66 0.08 0.06
1,112.71 0.12 0.09

0.00 0.00 0.00
233.01 0.02 0.02

4,438.41 0.47 0.35
42,619.24 4.48 3.38
3,615.60 0.38 0.29

691.40 0.07 0.05
5,489.90 0.58 0.44
3,033.16 0.32 0.24

170.73 0.02 0.01
2,627.15 0.28 0.21

10,048.17 1.06 0.80
981.85 0.10 0.08
486.13 0.05 0.04

2,049.51 0.22 0.16
5.35 0.00 0.00

6,034.99 0.63 0.48
3,845.59 0.40 0.31

0.00 0.00 0.00
5,100.64 0.54 0.40
4,012.45 0.42 0.32
3,263.43 0.34 0.26
6,162.53 0.65 0.49

269.58 0.03 0.02
4,556.08 0.48 0.36

326.06 0.03 0.03
(599.84) (0.06) (0.05)

0.27 0.00 0.00
2,209.86 0.23 0.18

115,637.87 12.16 9.18Total Basic Cost
Depreciation on Purchased Breeding Livestock

Selling Expense of Capital Items
Change in Accounts Payable

- Change in Prepaid Expenses
Other Livestock Expenses

Other Crop Expenses
Marketing & Hedging

Other Farm Expenses
Veterinary Fees and Medicine

Utilities
Taxes - Payroll

Taxes - Other
Supplies Purchased

Storage and Warehousing
Seeds and Plants Purchased

Machinery Repairs
Building and Fence Repairs

Repairs and Maintenance
Rent/Lease Other

Rent/Lease Equipment

Feed Purchase
Custom Hire (Machine Work)

Custom Heifer Raising Expenses

Farm Insurance
Gasoline, Fuel, and Oil

Freight and Trucking
Fertilizer and Lime

Conservation Expenses
Chemicals

Car and Truck Expenses
Breeding Fees

Cost of Items for Resale
Basic Cost
Expenses

Total Income 

Income
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Table 3-3, p. 2 

The Average Cost of Production Report for the 79 Great Lakes Graziers with Less than 100 Cows.  
This report shows Basic Costs, Allocated Costs, Total Costs, NFIFO and Other Financial Details. 

 
2005 2005 2005

per Farm per CWT Sold per CWT EQ
5,033.14 0.53 0.40
1,861.61 0.20 0.15
6,894.75 0.72 0.55

0.00 0.00 0.00
7.16 0.00 0.00

20.25 0.00 0.00
7,619.86 0.80 0.60

0.00 0.00 0.00
0.00 0.00 0.00

34,484.46 3.63 2.74
42,131.73 4.43 3.35

18,152.43 1.91 1.44
16,090.90 1.69 1.28
34,243.33 3.60 2.72

198,907.68 20.91 15.79
(8,220.58) (0.86) (0.65)

148,332.32 15.59 11.78
42,354.78 4.45 3.36
1,659.15 0.17 0.13

44,013.93 4.63 3.49Net Farm Income (NFI)
Gain (Loss) on Sale of All Farm Capital Assets
Net Farm Income From Operations (NFIFO)

Net Farm Income from Operations (NFIFO) Summary
Total Allocated Costs

Total Income - Total Expenses
Total Expenses 

Total Depreciation & Equity Cost
Interest on Equity Capital

Depreciation & Equity Cost
Machinery, Equipment, Building Depreciation

Total Labor Cost
Value of Unpaid Labor & Management

Pension and Profit-Sharing Plans - Dependents
Pension and Profit-Sharing Plans - Non-Dependents

Labor Hired - Non-Dependents
Labor Hired - Dependents

Employee Benefits - Non-Dependents

Labor Cost
Employee Benefits - Dependents

Total Interest Cost
Other Interest

Interest Cost
Mortgage Interest
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Table 3-4, p. 1 

The Average AgFA© Financial Measures Report for the 79 Great Lakes Graziers with less than 
100 Cows. 

 

2005 2005 2005
per Farm per Cow per CWT EQ
$42,354.78 $737.00 $3.36
$44,013.93 $765.87 $3.49

7.06% 7.06% 7.06%
$20,362.29 $354.32 $1.62

9.00 % 9.00 % 9.00 %
8.61 % 8.61 % 8.61 %

0.819 0.819 0.819
0.606 0.606 0.606
0.040 0.040 0.040
0.036 0.036 0.036
0.095 0.095 0.095
0.222 0.222 0.222

$33,481.78 $582.61 $2.66
$14,000.13 $243.61 $1.11

2.42 2.42 2.42

$57,624.18 $1,002.70 $4.58
$20,406.38 $355.09 $1.62

1.95 1.95 1.95

$226,925.18 $3,948.65 $18.02
$120,448.76 $2,095.89 $9.56
$106,476.42 $1,852.76 $8.45

0.587 0.587 0.587
$238,593.90 $4,151.70 $18.94
$133,317.06 $2,319.81 $10.58
$105,276.84 $1,831.89 $8.36

0.559 0.559 0.559
$-1,199.58 $-20.87 $-0.10

These Financial Measures Were Calculated Using the Cost Basis of Assets and Cost (Tax) Depreciation
The financial calculations using the Market Basis of Assets and Economic Depreciation are on the following page.

Profitability 

Cost (Tax) Depreciation Claimed
Rate of Return on Assets (ROROA) 

Net Farm Income
Net Farm Income From Operations

Financial Efficiency Ratios (These ratios are calculated using Total Farm Income, not Value of Farm Production.)
Asset Turnover Ratio

Net Profit Margin
Rate of Return on Equity

Net Farm Income from Operations Ratio
Depreciation Ratio

Wages Paid Ratio
Basic Cost  Ratio

Interest Paid Ratio

Term Debt Coverage Ratio
Coverage Margin

Repayment Capacity
Capital Replacement & Debt Repayment Capacity

Beginning Total Farm Assets

Current Ratio
Working Capital

Liquidity
Net Cash Income

Ending Total Farm Assets
Farm Debt to Asset Ratio - Beginning of Year

Beginning Farm Net Worth
Beginning Total Farm Liabilities

Cost Basis Change in Farm Net Worth
Year Ending Farm Debt to Asset Ratio

Ending Farm Net Worth
Ending Total Farm Liabilities

Note:  Some methods of calculating
ratios combine the Basic Cost and 
Wages Paid Ratios into a single
ratio (Operating Cost Ratio).

Solvency (Assets at Cost, including current assets and raised breeding livestock)
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Table 3-4 p. 2 

The Average AgFA© Financial Measures Report for the 79 Great Lakes Graziers with less than 
100 Cows. 

 

2005 2005 2005
per Farm per Head per CWT EQ

$47,108.87 $819.73 $3.74
$48,768.02 $848.60 $3.87

4.00 % 4.00 % 4.00 %
$15,608.20 $271.59 $1.24

3.55 % 3.55 % 3.55 %
11.11 % 11.11 % 11.11 %

0.360 0.360 0.360
0.609 0.609 0.609
0.040 0.040 0.040
0.036 0.036 0.036
0.067 0.067 0.067
0.247 0.247 0.247

$33,481.78 $582.61 $2,792.96
$14,000.13 $243.61 $1.11

2.42 2.42 2,106.21

$57,624.18 $1,002.70 $4.58
$20,406.38 $355.09 $1.62

1.95 1.95 1.95

$516,587.19 $8,988.97 $41.02
$120,448.76 $2,095.89 $9.56
$396,138.43 $6,893.08 $31.45

0.233 0.233 0.233
$541,723.77 $9,426.37 $43.01
$133,317.06 $2,319.81 $10.58
$408,406.70 $7,106.56 $32.43

0.246 0.246 0.246Year Ending Farm Debt to Asset Ratio
Ending Farm Net Worth

Ending Total Farm Liabilities
Ending Total Farm Assets

Farm Debt to Asset Ratio - Beginning of Year
Beginning Farm Net Worth

Beginning Total Farm Liabilities

Solvency (Assets at Market Value)
Beginning Total Farm Assets

Current Ratio
Working Capital

Liquidity
Net Cash Income

Term Debt Coverage Ratio
Coverage Margin

Repayment Capacity
Capital Replacement & Debt Repayment Capacity

Net Farm Income from Operations Ratio
Depreciation Ratio

Wages Paid Ratio
Note:  Some methods of calculating
ratios combine the Basic Cost and 
Wages Paid Ratios into a single
ratio (Operating Cost Ratio).

Basic Cost Ratio

Interest Paid Ratio

Financial Efficiency Ratios (These ratios are calculated using Total Farm Income, not Value of Farm Production.)
Asset Turnover Ratio

Net Profit Margin
Rate of Return on Equity

Economic Depreciation Claimed
Rate of Return on Assets (ROROA)

Net Farm Income
Net Farm Income From Operations

These Financial Measures Were Calculated Using the Market Value of Assets and Economic Depreciation
The financial calculations using the Cost Basis of Assets and Cost (Tax) Depreciation are on the previous page.

Profitability 
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Table 3-5 

The Average AgFA© Balance Sheet for the 79 Great Lakes Graziers in 2005 with less than 100 Cows, 
Showing Current Market Values and Historic Cost Values in Assets. 

 
Beg. Dollars End Dollars

6,208 5,970
6,530 6,204

20,352 22,039
0 0

5,939 6,508
1,108 1,153

40,136 41,874
Beg. Dollars End Dollars

111,506 114,368
2,205 1,858 2,091 2,318

87,064 97,234 14,371 15,444
33,964 36,807 18,521 20,502

233,912 241,531 36,648 40,331
7,801 8,052 3,651 3,757

476,451 499,850 75,283 82,352
516,587 541,724

4,890 4,316
9,810 12,747
4,462 4,455

19,162 21,518

21,159 25,925
80,153 85,924
76,600 79,915

177,912 191,764
197,074 213,283

48,656 37,602
1,621 1,290

Beginning Ending Change
2,143 2,644 501

1 104,308 102,583 -1,726
213,062 223,215 10,153
319,513 328,441 8,928
47,035 36,312 -10,723

366,548 364,753 -1,794

Prepaid Expenses & Purchased Inventories
Raised Feed Inventories

Current Assets
Cash Accounts

Market Livestock & Etc.
Total Current Assets

Basis in Resale Livestock Purchased
Accounts Receivable

Machinery & Equipment
Purchased Breeding Livestock

Non-Current Assets
Raised Breeding Livestock

Total Non-Current Assets
Other Non-Current Assets

Land & House
Buildings

Accounts Payable
Current Portion of Non-Current Liabilities

Total Farm Assets
Current Liabilities

Non-Current Liabilities
Intermediate Liabilities

Other Current Liabilities
Total Current Liabilities

Total Non-Current Liabilities
Total Farm Liabilities

Long-Term Liabilities
Contingent Liabilities

Contributed Capital

Statement of Equities (Net Worth) 

Non-Farm Assets
Non-Farm Liabilities

Total Equities

1 All current assets and 
raised breeding livestock are 
included in retained 
earnings.

Valuation Adjustment
Total Farm Equities

Non-Farm Equities

Retained Earnings

Cost Basis
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Appendix 4, Page 1 
Selected Acronyms, Definitions and Terms 

 
AgFA© (Agricultural Financial Advisor©) – The computer program used to analyze the data in this report. 
 

Allocated Costs - equals total cost minus the opportunity cost of unpaid labor, management and capital 
supplied by the owner(s). Since opportunity cost is not consciously calculated by everyone, allocated cost is 
often used by non-economists as a default proxy for total cost. Allocated cost also equals total income minus 
NFIFO. See Chapter IX for more information. 
 
Basic costs - equals allocated cost minus, interest, non-livestock depreciation, paid labor and paid 
management. See Chapter IX for more information. Also see non-basic costs.  
 
CCC - Commodity Credit Corporation 
 
CMV - Current Market Value Asset Valuation Method 
 
COP - Cost of Production 
 
Continuous calving/milking- A calving/milking strategy in which calving is distributed calving among most 
months of the year. Cows are milked every day of the year. 
 
CWT EQ- per hundredweight equivalent of milk sold is an indexing procedure which focuses on the 
primary product that is sold and standardizes farms in terms of milk price and other variables for analysis 
purposes.  
 
In contrast, the number at the top of the CWT sold column on the cost of production reports is the INCOME 
per 100 pounds of milk sold by the business. It is not the milk price. The income per 100 pounds of milk 
sold is calculated by dividing total farm income by the hundredweight of milk sold. This is necessary because 
each expense item is divided by the hundredweight of milk sold. Therefore these expense amounts must be 
compared to the INCOME per hundredweight of milk sold and not to the price of milk. See Chapter X for 
more information. 
 
GLGN - Great Lakes Grazing Network 
 
Group average mailbox milk price- is calculated in this report by summing all the gross income from milk 
sales from all of the farms in the group and dividing that sum by the sum of the total hundredweights of milk 
sold by all the farms in the group.  
 
HC - Historic Cost asset valuation method 
 
IFAFS - Initiative for Future Agricultural and Food Systems (the name of the class of grant from the USDA 
that is supporting the project) 

 
MIRG - Management Intensive Rotational Grazing 
 
NFI - Net Farm Income represents the returns to unpaid labor, management and equity capital invested in 
the business. 
 
NFIFO - Net Farm Income from Operations represents the returns to unpaid labor, management, and equity 
capital invested in the business. NFIFO excludes income from unusual capital item sales. 
 
NFIFO if all labor and management was unpaid.  This supplementary NFIFO measure is calculated 
because NFIFO, on small farms, is the return to almost all labor and management (because most of it is 
unpaid) and equity capital.  Whereas on large farms essentially NFIFO is the return to only equity capital.  
Therefore using just NFIFO to compare may be inequitable. 
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The total cost of production for businesses that have mainly paid labor and management is more accurate 
than those which have mainly unpaid costs.  This is because there isn't a universally agreed upon method for 
calculating the opportunity cost of unpaid labor, management and equity.  Therefore, this supplementary 
measure provides additional insight to the comparisons apart from potential disagreements about the proper 
amount of opportunity costs. Total costs and opportunity costs are also calculated in the cost of production 
reports in this document. 
 
Non-Basic Costs – are interest, non-livestock depreciation, paid labor and paid management. The four non-
basic costs are added to basic cost to become allocated costs. See Chapter IX for more information. 
 
Opportunity Cost- The best alternative return that could be earned for any resource. In farm financial 
analysis the most frequent use of this concept is the calculation of the opportunity cost of unpaid labor, 
management and equity capital. 
 
ROROA - Rate of Return on Assets can be thought of as the average interest rate being earned on all 
investments in the farm or ranch business. If assets are valued at market value, the rate of return on assets 
can be looked at as the “opportunity cost” of farming versus alternate investments. If assets are valued at 
cost value, the rate of return on assets more closely represents the actual return on the average dollar 
invested in the farm. The rate of return on farm assets is calculated as follows: Rate of Return on Assets = 
Return on Farm Assets/ Average Farm Investment, where: Return on Farm Assets = Net Farm Income + 
Farm Interest – Value of Operator’s Labor & Management and Average Farm Investment = (Beginning Total 
Farm Assets + Ending Total Farm Assets) / 2. 
 
ROROE - Rate of Return on Equity represents the interest rate being earned on your farm net worth. If 
assets are valued at market value, this return can be compared to returns available if the assets were 
liquidated and invested in alternate investments. If assets are valued at cost value, this more closely 
represents the actual return on the funds that have been invested or retained in the business. The rate of 
return on the farm equity is calculated as follows: Rate of Return on Equity = Return Farm Equity / Average 
Farm Net Worth, where: Return on Farm Equity = Net Farm Income – Value of Operator’s Labor & 
Management, and Average Farm Net Worth = (Beginning Farm Net Worth + Ending Farm Net Worth) / 2. 
 
Seasonal Calving/Milking- A calving/milking strategy in which the dry period of all the cows in the herd 
overlap enough to shut down the milking facility for more than a day and preferably for at least a few weeks 
each year for a period of consecutive years. Any calving strategy not meeting the preceding seasonal 
definition is referred to as non-seasonal in this analysis. 
 
Semi-Seasonal Calving/Milking- A calving/milking strategy in which at least one cow is milked every day of 
the year. Calving is "bunched" in one or two times of the year; healthy, productive animals that don't 
conceive in the breeding window are not culled.  
 
USDA - United States Department of Agriculture 
 
U.S. All Milk Price- is calculated by the USDA by summing all the gross income from milk sales from all of 
the farms in the country and dividing that sum by the sum of the total hundredweights of milk sold by all the 
farms in the country. This price is used for the Hundredweight of Milk Sales Equivalent (CWT EQ) 
calculation. See Chapter X for more information. 
 
In contrast, the number at the top of the CWT sold column on the cost of production reports is the INCOME 
per 100 pounds of milk sold by the business. It is not the milk price. The income per 100 pounds of milk 
sold is calculated by dividing total farm income by the hundredweight of milk sold. This is necessary because 
each expense item is divided by the hundredweight of milk sold. Therefore these expense amounts must be 
compared to the INCOME per hundredweight of milk sold and not to the price of milk. See Chapter X for 
more information. 
 


