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The Smith Farm: A Case Study
Dairy


It is now time to put the knowledge we've gathered into action!


We are going to look at the Smith family and their farm, and decide how they should  proceed to best accomplish their mission statement. You will be working in groups to think about and decide the direction the Smith's farm business should take.


This exercise will help you practice looking at the farm business objectively, and putting together short-term goals.


After working on this exercise, you will be looking at problem solving steps to further help in identifying areas to be improved in working toward your mission statement.

Problem Solving ) Smith Farm Case
Factors related to the internal/external analysis:
External Analysis -
The Smiths are located in an area where the labor market is extremely tight.  The land and climate are favorable for alfalfa and corn production but alfalfa winter kill can be significant depending on the winter.  Although the processor they market their milk with appears to be financially sound, the Smiths anticipate the price they receive for their milk will decline slightly over the next year.  Availability and quality of input suppliers in the area is good to excellent.  Veterinary services are located very close to the farm; equipment dealers carry adequate parts inventories for the equipment lines owned by the Smiths; three area banks do significant agricultural lending; the local technical college and Cooperative Extension Service is a good source of information.

Internal Analysis -
Carl & Sarah Smith are both active participants in their 100-cow dairy business.  Carl has management experience outside of farming, having been in sales for 7 years; Sarah was raised on a dairy farm in Illinois.  The Smiths have 4 young children:  Adam (10 years), Kathleen (9 years), Joshua (5 years), and Lucas (3 years).  Adam and Katie are becoming increasingly helpful with such chores as feeding calves.  In addition to family, the Smiths have 1 full-time employee (Bill) and a neighbor's son who helps out part-time during the summer.

The Smith farm is located in Northeast Wisconsin on farm with 230 tillable acres and they rent an additional 230 acres from a close neighbor.   All of the land is well- and moderately well-drained with average potential yields of 4.0 tons of hay and 18 tons of corn silage and 150 bu of corn.  Milking is done 2X day in pipeline stall barn.  Housing consists of a 85 stall barn that has been added onto 4 separate times.  A mono-slope barn attached to the stall barn provides housing for bred heifers and dry cows.  Calves are raised in hutches and then returned to pens in the end of the stall barn until they are pregnant.

Forage is stored in 3 cement stave silo having combined storage capacity of 400 tons of dry matter.  High moisture shelled corn is stored in a sealed upright structure.  The Smiths feed a total mixed ration once a day.  The line of equipment on the farm is adequate, but some of the key pieces (haybine, baler and chopper) are nearing the point of needing to be replaced.

Smith Farm Case
Mission Statement:
Our mission is to produce and market high quality milk in sufficient quantity to provide a good standard of living for our family. The business should also be profitable enough to provide above average compensation for employees and long-term financial security for our family.

Long-Term Goals:
1.  Develop a system to analyze and monitor financial performance.

2.  Allow time off for management for professional improvement and family activities.

3.  Increase farm profits.

4.  Improve reproductive performance.

5.  Reduce crop expense and improve quality and yield.

Your Job:
List three to five short-term goals the Smiths might adopt:

1. 

2. 

3. 

4. 

5. 

Introduction to Problem-Solving Material
You will recall that in the beginning of this workshop,  we presented an illustration that outlined the five functions of management: planning, organizing, controlling, directing, and staffing. During these past sessions, we've been focusing primarily on planning. 

To review, the elements of planning are: setting a mission; setting long-term goals; setting short-term goals; and developing tactics to carry out the plan. In addition, the planning function of management includes problem solving.

In the following pages, you'll become familiar with the six problem-solving steps, which include:

1. Identifying the problem

2. Diagnosing the problem

3. Generating several possible solutions

4. Deciding which solution will work best to solve your particular problem

5. Devising a tactical plan for putting the solution into action.

6. Evaluating the problem solving process.

Ideally, you will meet all the long-term and short-term goals you've set during the previous Strategic Planning sessions. Realistically, however, some goals won't be attained; sometimes all cannot be attained because they are in conflict with each other. You've seen there may be the need to set some additional long-term and short-term goals.

When goals aren't reached, or aren't set in the first place, some things don't get done. Consequently, problems arise. In this session, you'll be identifying problems, diagnosing their causes, brainstorming for several possible solutions, and choosing the one that will work best to solve your individual problem. 

In order to come up with a tactical plan in order to solve a problem, we need to first go back and determine what our problems are. There are two categories to look at to determine why problems occur in the farm business: (1) technical, and (2) management.

Technical causes for problems may include unbalanced ration, poor timing of feedings, or insufficient quantity of feed. 

Management problems may stem from poor planning, or misdirected or unmotivated employees.

Once the problem has been identified, and the cause determined, it's time to brainstorm to generate possible solutions. Following are some brainstorming rules: 

2.  Don't stop to judge your ideas; let them flow freely.

3.  Write down as many as you can think of.

4.  Be uninhibited)write them down even if they do not seem feasible.

In order to help you choose among all the alternative solutions you've generated, it is necessary to develop some criteria for rating your ideas. Some things to consider when evaluating which alternative would best solve your problem could include:

1.  Is it likely to be accepted by family/employees?

2. Are quick results likely?

3. How will it affect the amount of labor required?

4. Is it likely to increase profits? 

You will learn how to use a decision-making grid to rank your alternatives and help you choose the one that will best fit your situation.

Now that you've identified your problem, diagnosed its cause, and decided how to solve it, the final step is to put your new plan into action what activity is to be done, who will do determining what seemed to work and what caused us problems, you should improve upon your ability to successfully utilize the problem solving steps it, when it should be completed, where should it be done, and how. In short, you will be developing a  tactical plan to accomplish this. Evaluating the problem solving process follows. We examine our prior use of the  problem solving steps. Did everything turn out as expected? If not, what might be some of the factors that caused this? Are these factors ones that we might have been able to control?  

By carefully evaluating the process and determining what seemed to work and what caused us problems, you should improve upon your ability to successfully utilize the problem solving steps.

Problem-Solving Steps
1.
Identifying the problem.

2.
Diagnosing the problem.

3.
Generating several possible solutions.

4.
Deciding on a solution.

5.
Devising a tactical plan.

6.
Evaluating the problem solving steps.

Dairy Farm Management Profile
Smith Dairy
PART 1 -- BUSINESS FINANCIAL HEALTH
1.
Farm bills are paid on time.

2. 
Net farm income (operating receipts - operating expenses, including depreciation) has remained constant over the last three years.

3.
The current cost of producing milk is over $11.75 per cwt.

4. 
Within the last year my lender has not rejected any of my loan requests.

5. 
Within the last year I have increased borrowing to cover not only capital purchases, but part of taxes, open accounts and family living.

6. 
Total percent in debt is 40%.

7. 
In the last three years, percent in debt has increased slightly.

8. 
Family hasn't taken a vacation for three years.

9.
Management has taken one weekend per year.

PART 2 -- FINANCIAL MANAGEMENT PRACTICES
1. 
Yearly cash flow projections are not prepared.

2.
The current financial situation and operating capital needs are discussed yearly with the lender. 

3.
Income and expense records are updated each month.

4.
Complete a balance sheet when the lender requests it.

5.
I use a farm tax records accounting service.

5.  I  almost never do a detailed potential profitability and cash flow analysis of capital purchases

       before buying.

7.  I only identify areas where costs can be cut or efficiency improved when financial conditions are tight.

PART 3 -- CROP MANAGEMENT PRACTICES
1.
Soil tests are done every three years.  No credit given for manure.

2.
Seed and fertilizer purchased in May and June.

3.
Corn planting is completed by May 20.

4.
Corn fertilizer cost $30/acre; seed costs $70/acre.

5.
Three year crop yields are as follows:

 Corn silage 16 tons/acre.

 Corn 110 bushels/acre.

 Alfalfa hay 3.0 tons/acre dry matter.

 Alfalfa hay acreage receives 200 lbs 0-0-60 annually at a cost of $25.50/acre.

 Three cuttings taken per year.

6.
Machinery line is oversized.

PART 4 --  DAIRY HERD MANAGEMENT 
Performance

1.
20,000 lbs of milk sold/cow.

2.
320,000 average bulk tank somatic cell count.

3. 
33 cows per full-time person.

 - 660,000 lbs. milk per full-time person.

- 60 hours per week per full-time person.

4. 
Feed cost per cwt. of milk sold $5.25/cwt. (cows only) (Cost above average).

Management Practices
Production:

1.
DHIA used, including SCC.

2.
40% cull rate.

Reproduction:

1.
Heifers calve at 28+ months of age and have an average after calving weight of 1100 lbs.

2.
14 month calving interval.

3.  No breeding done until 65 days after calving.

Mastitis:
1.
All cows dry treated at dry-off.

2.
Do not pre-dip

3. Do post-dip

Nutrition:

1.
TMR used for the milking cows only.

2.
Forage samples taken and ration balanced every two months.

3.
One group milk production group.

4.
Dry cows and bred heifers are housed and fed together.

4. Dry cows brought into stall barn five to ten days before calving.

Herd Health:

1.
Monthly herd health.

2.  All calves are brucellosis vaccinated.

3.  Heifers entering the milking herd and cows are vaccinated following calving for BVD, IBR, Leptospirosis and PI3.

Evaluate Current Situation Compared to Goals
The Smiths must now analyze records and data and compare this information about their current situation with their objectives and goals. (See Dairy Management Profile.)

Long-Term Goal:
1.  Develop a system to analyze and monitor financial performance.
Short Term Goals:
1.  Develop an annual cash flow projection.

2.  Develop a diary and crop enterprise record system.

3.  Complete quarterly diary and corp expenses.

Your Job:  

1)  Identification:  

2)  Diagnosis/Solution(s):  

Evaluate Current Situation Compared to Goals
The Smiths must now analyze records and data and compare this information about their current situation with their objectives and goals. (See Dairy Management Profile.)

Long-Term Goal:
2.  Allow time off for management for professional improvement and family activities.
Short Term Goals:
1.  Management will have one week vacation and four weekends off per year.

2.  Management will use four days for professional improvement.

Your Job:  

1)  Identification:  

2)  Diagnosis/Solution(s):  

Evaluate Current Situation Compared to Goals
The Smiths must now analyze records and data and compare this information about their current situation with their objectives and goals. (See Dairy Management Profile.)

Long-Term Goal:
3.  Increase farm profits.
Short Term Goals:
1.  Increase milk production to 21,500 pounds.

2.  Decrease feed cost to $5.00/cwt.

3.  Reduce somatic cell count from 320,000 to 190,000.

Your Job:  

1)  Identification:  

2)  Diagnosis/Solution(s):  

Evaluate Current Situation Compared to Goals
The Smiths must now analyze records and data and compare this information about their current situation with their objectives and goals. (See Dairy Management Profile.)

Long-Term Goal:
4.  Improve reproductive performance.

Short Term Goals:
1.  Reduce calving interval from 14 to 13.5 months.

2.
Reduce age of heifers at calving from 28 to 26 months and increase average after calving weight from 1100 to 1200 pounds.

3.  Reduce cull rate from 40% to 33%.

Your Job:  

1)  Identification:  

2)  Diagnosis/Solution(s):  

Evaluate Current Situation Compared to Goals
The Smiths must now analyze records and data and compare this information about their current situation with their objectives and goals. (See Dairy Management Profile.)

Long-Term Goal:
5.  Reduce crop expense and improve quality and yield.
Short Term Goals:
1.  Increase alfalfa yield from 3.0 to 4.0 tons per acre.

2.  Increase corn yield from 110 to 135 bu per acre.

3.  Improve alfalfa quality, relative feed value, from 125 to 140.

Your Job:  

1)  Identification:  

2)  Diagnosis/Solution(s):  

Problem Diagnosis

The second step in problem solving is to diagnose the problem. In examining the cause of problems, you will find that they fall into two main categories: 

1. 
Technical
2.  Management

Technical causes may include:

Low dry matter intake


Unbalanced ration


Not enough bunk space


All haylage; no corn silage in summer


Insufficient quantity of feed


Insufficient number of feedings/day


Poor timing of feedings


Poor feed bunk condition


Cows are away from bunk for too long

Management may include:

(management may relate to either planning, organizing, 

staffing, directing, or controlling)  

No plan developed for ration balancing or bunk feeding techniques


Individuals feeding the cows do not have complete directions or are

not motivated to feed the cows accurately.

Generating Possible Solutions
Dairy
Once the problem has been identified, and the cause diagnosed, the next step in the problem-solving process is to generate possible solutions. Here, you'll learn to use a technique called brainstorming. While brainstorming:

Using brainstorming, possible solutions to some common technical and management problems may be: 


Feed more grain


Balance ration


Expand feed bunk


Keep cows off pasture


Improve feed bunk management

Deciding on a Solution
You now have a list of possible solutions, you need to find the one that will work best in your situation.

How do you choose? You will need a systematic way to rate the items you've listed. 

Some things that you may consider:


1.
Is it low-cost to implement?


2.
Will it produce results fast?


3.
It is easy to put into practice?


4.
Is it likely to be accepted by family/employees


5.
Is it likely to increase profits?

Strategic Planning
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