
 
 
 
June 8, 2012 
 
Hearing Panel 
Dairy Marketing Branch 
California Department of Food and Agriculture 
560 J Street, Suite 150 
Sacramento, CA 95814 
 
RE: May 31-June 1, 2012 Class 4b Hearing -- Post Hearing Brief 
 
Mr. Hearing Officer and Members of the Panel: 
 
Dairy Institute appreciates the opportunity to submit the following post-hearing brief to 
respond to hearing panel questions and to amplify portions of our testimony presented in 
Sacramento on May 31st and June 1st, 2012.  The paragraphs that follow build on the 
propositions that we put forth in our testimony. 
 
Milk Production Costs By State  
 
Panel members asked for more detail and clarification regarding the milk production cost 
data submitted.  I have attached the data from the accounting firm of Genske, Mulder & 
Company, LLP (Attachment 1) as well as that of the firm, Frazer, LLP (Attachment 2).  I 
have clarified that the data for the first three quarters of 2011 from Genske, Mulder & 
Company is an average of its clients by state, except in the cases where the data is 
identified as being in the top 25% (the 25% of its clients in the state with the lowest 
costs).  The dairies included in Genske-Mulder report average greater than 1,600 milking 
cows for each state or region examined. Thus, the data presented for the Upper Midwest 
would not be representative of the region as a whole because the average herd size of 
commercial dairy farms in that region is considerably lower.  Given the negative 
correlation between herd size and production cost for dairy farms (Attachment 3), we can 
reasonably conclude that the average cost of production in the Upper Midwest as a whole 
would be much greater than what is shown in the Genske-Mulder data.  
 
For USDA’s cost of production estimates, we have attached some of the background 
from USDA’s website (Attachment 4) about how the data are collected for the reference 
years (the most recent being 2010). USDA cost of production data for various years can 
be found on its website: 
http://www.ers.usda.gov/Data/CostsAndReturns/TestPick.htm#milkproduction .  
 
From USDA’s explanation regarding estimates of production cost in years other than the 
reference year, it appears that costs are updated via a formula using pricing indices. Cost 
of production accounts use detailed data on farm inputs and outputs, drawn from the 
USDA Agriculture Resources and Management System (ARMS) and external sources, to 
build estimates of total costs of production and gross returns. Based on this explanation, it 

http://www.ers.usda.gov/Data/CostsAndReturns/TestPick.htm#milkproduction
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would appear that the USDA estimates do not account for changes in input mix and input 
substitutions that might be made by actual farm operators to lower their costs as input 
prices change.  Thus, the estimates might overstate production costs increases when input 
costs rise, as in 2011. Some additional verification of this is found by comparing USDA 
cost data for California with CDFA data. According to CDFA, feed costs on California 
dairy farms were $7.84 per cwt. in 2010 and $10.10 per cwt. in 2011, a 29% increase.  
USDA cost estimates indicate that California feed costs were $9.29 per cwt. in 2010 and 
$17.73 per cwt. in 2011, a 91% increase.  
 
CDFA data come from actual cost surveys of dairy farms for each year, and provide an 
accurate picture of annual costs. USDA surveys actual costs only in the reference year, 
and its 2011 data appear to have been estimated from input price changes.  Therefore, 
interstate comparisons with USDA information are likely only valid when using 
reference year data. In light of the data and evidence, we continue to assert our belief that 
California is still a state with low costs of producing milk when compared to most other 
regions of the country.  These cost differences have implications for milk pricing, in that 
lower cost milk-producing regions will tend to specialize in commodity dairy products 
and will tend to see lower local milk prices because of the high costs of transporting fluid 
milk. 
 
The Adequacy Of Regulated Pricing Formulas Must Be Judged Over A Range Of 
Market Prices And Conditions. 
 
We testified that the Class 4b formula should not be changed at this time.  Current market 
conditions are one of more than adequate milk supplies, as evidenced by the need for 
artificial constraints on producers’ output and the movement of milk and components out 
of state to find processing homes (Attachment 5).  While some of these out-of-state milk 
movements might be to regular out-of-state customers, it seems likely to us, that most 
such shipments would cease if there were adequate local plant capacity and demand for 
milk within California. While some might like to avoid the “elephant in the room” that is 
the state’s burgeoning milk supply or argue that it is not the Department’s responsibility, 
it cannot be ignored.  Given that we have run out of additional plant capacity in the state 
and that the costs of marketing milk supplies in excess of said capacity are borne by 
BOTH producers and processors as testimony at the hearing indicated, it cannot be 
argued that the requirements of Code Sections 62062(a) and 62062(b) are not being met. 
The current formulas have resulted in combined prices from all classes that insure a 
continuous supply of milk for all purposes.  Had prices been inadequate to cover costs 
(on average), we would not have seen the milk supply continue to grow.  Rather, it would 
have stagnated or declined like it did in Wisconsin and Texas in the 1990s or Washington 
during the 2000s, but such has not been the case in California. 
 
It is easy to argue that the average dairy farmer is not getting a fair shake when we are at 
or near the bottom of a dairy commodity price cycle like we are at the present time.  In 
these transitory periods, many producers experience temporary negative cash flow, but 
those who have competitive production costs will find themselves profitable over the 
long term.  The state’s end-product pricing formulas have the effect of transferring 
market signals very directly to producers.  They bear the cost of low commodity prices at 
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the bottom of the price cycle, but receive most of the benefit (profit) at the top of the 
cycle as high commodity prices are transferred through the formula to milk prices. It 
seems that some in the producer community like to insinuate that there is an inherent 
conflict between processor profits and dairy farmer revenues.  In the long run, however, 
the supposed conflict is nonsense.  Only profitable cheese plants are sustainable, and the 
more profitable they are, the more money they have to invest in new products and 
markets that will boost both the demand for and profitability of producer milk.  
 
The notion that the current formula “undervalues” milk is likewise nonsense.  To argue 
that milk is undervalued from an economic perspective is to argue that under current 
conditions, the market price of producer milk would immediately rise if it were 
deregulated. Any sane reading of the current supply and demand conditions in California 
should confirm that this is not the case. In reality, there is nothing that prevents cheese 
plants from paying more than the regulated minimum price for milk.  If the Class 4b 
formula were undervaluing milk, all cheesemakers would have to be paying large over-
order premiums in order to insure that they would get the milk they need.  While most 
cheese plants currently do pay some level of over-order premiums, there is no evidence 
that all plants are paying large premiums in excess of their supplier’s cost of servicing 
their account.  Such premiums have at times been paid widely in other regions of the 
country when they were needed to bring forth an adequate supply of milk to meet local 
demand.  California has not seen widespread premium charges to cheese plants at a level 
that would suggest that the regulated price (Class 4b) undervalues producer milk from an 
economic perspective, and economic soundness is the statutory basis on which pricing 
decisions are to be made. 
 
Milk Diversions To Nonpool Plants In Federal Orders Are A Mechanism To Clear 
Distressed Or Surplus Milk That Does Not Exist In California. 
 
We testified that the regulated Class 4b price in California needs to be a market-clearing 
price because of the practical impossibility of cheese plants being able to buy milk at 
below-minimum prices to clear the market. It is true that individual producers can elect, 
on a calendar year basis, Grade B status, and therefore, not be subject to minimum 
pricing, but it is clear that this is not a viable method for handling surplus or distressed 
milk. Seldom are market conditions known with certainty for a year in advance.  It is also 
unlikely that individual dairymen would sign up to be Grade B so that they could receive 
a lower price when milk is in surplus. The Grade B election by producers is therefore not 
a viable method for clearing distressed or surplus milk.   
 
We noted that plants under federal order pricing, such as those in the Midwest, have the 
ability to “step out” of the regulated system in order to clear the market.  Evidence of 
these transactions was reported in Dairy Market News and was included in the testimony 
of Kraft Foods witness Mike McCully at the hearing. While formal de-pooling is 
probably a more cumbersome way to handle distressed milk, it could nonetheless be 
utilized in federal orders when there are ongoing issues of surplus milk availability, as 
noted by Hilmar Cheese witness David Ahlem in his testimony.   We reiterate here a key 
point from our testimony regarding these transactions: The relevant point is not whether 
or not the federal pool is made whole by the co-ops when diversions to nonpool cheese 
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plants occur, or whether the average price paid for depooled milk is higher or lower than 
the regulated price. The relevant point is that in the federal orders, there are 
mechanisms whereby excess milk supplies may clear to cheese plants at less than 
regulated minimum prices. Because the federal order price is not strictly binding on 
cheese plants that buy milk in federal order areas, and because California has no similar 
flexibility, California prices must be set at levels that clear the market, which for a variety 
of reasons, not the least of which is the state’s producers’ propensity to oversupply the 
market with milk, will be lower than federal order prices.  
 
Orderly Marketing Requires That The Markets Clear 
 
In our testimony we stated that minimum prices must be set at levels that clear the 
market. The statutory basis for our assertion is found in Code Sections 61802(e) and 
61802(h), which state that it is the policy of the state to encourage and promote the 
intelligent production and orderly marketing of milk. In establishing prices, the Secretary 
is also directed to establish formulas that result in prices that are economically sound and 
to consider any relevant economic factors. When the market for producer milk does not 
clear locally (that is, within California), the stage is set for disorderly marketing and 
economic waste. These conditions have been seen in California in the past, and were seen 
this year.  Some of the disorderly and wasteful practices that we have seen and/or 
continue to see include the following.  
 

1. Movements of milk, distressed or otherwise, over long distances where a 
considerable portion of the milk’s value is consumed by transportation costs 
because the local market does not have sufficient processing capacity.  

2. Milk tanker trucks being used as “rolling storage” until they can be directed to 
destinations where there is capacity, often over long distance and at a great cost.  

3. Milk being sold for very low value to calf ranches or not being marketed at all. 
4. Milk moving among dairymen in order to stay under “base.”  
5. Milk offered to cheese plants in other states at prices that are lower than they 

would normally pay, which is then made into product that comes onto the market 
to compete with products produced in California.  

6. Dairymen imploring plants to take milk at below order minimums in violation of 
the law.   

7. Base plans being implemented on an emergency basis so that dairymen have little 
time to plan and adjust their production.   

 
Testimony heard at the hearing indicates that the costs associated with these kinds of 
disorderly marketing are borne by BOTH producers and processors. Some may still argue 
that it is not the job of the Department to ensure that the market clears or that collective 
producer action through their cooperatives is sufficient to ensure orderly marketing. 
Despite these assurances, which have not been proven over the long run, the 
Department has the statutory responsibility to concern itself with insuring orderly 
marketing and intelligent milk production and therefore, MUST concern itself with 
establishing policies that promote adequate capacity and market clearing within the 
state.  If dairymen can really impose orderly marketing on their own through their 
“managing” of the state’s milk supply, they are really arguing that minimum pricing and 
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pooling are no longer needed, because the very purpose for which such regulations exist 
can be effected through private action. 
 
The Requirements Of Code Section 62062 With Respect To The Manufacturing 
Classes Of Milk Will Be Met If Appropriate California Factors Are Considered. 
 
Section 62062 of the California Food and Agricultural Code lists some of the principles 
to be employed by the Secretary in establishing prices and pricing formulas. With respect 
to milk for manufacturing purposes, the Secretary is instructed as follows: 
 

If the director adopts methods or formulas in the plan for designation of prices, 
the methods or formulas shall be reasonably calculated to result in prices that are 
in a reasonable and sound economic relationship with the national value of 
manufactured milk products. 

 
While it seems to have been inferred by producers at past hearings that this Section 
requires the Secretary to establish California milk prices that are equal to or that move in 
lockstep with Federal Order prices, there is no such requirement.  Neither does the Code 
require that the pricing formula contain all potential manufactured products that plants 
could conceivably make in their operations.  Rather, the Code requires that the “formulas 
be reasonably calculated to result in prices that are in a reasonable and sound economic 
relationship with the national value of manufactured milk products.”   
 
The term “reasonable and sound economic relationship” gives the Secretary considerable 
latitude.  However, when considered with the other Code Sections regarding pricing, the 
Secretary will not err with respect to this Section if she takes full consideration of the 
factors facing California producers, California processors and California consumers of 
manufactured products.  It is California market factors that should determine our 
state’s regulated minimum prices, not regulated prices in the Federal Orders. Some 
of the relevant economic factors that pertain to cheesemakers are the costs of making 
product in California, the general costs of doing business in the state (Attachments 6 and 
7), the cost of marketing product from California (including shipping costs), the products 
made (or not made) by California plants, and the ability (or inability) of California plants 
to recover revenue for their byproducts.  
  
Thank you for the opportunity to submit this post-hearing brief. 
 
Sincerely, 
 
 
 
 
William A. Schiek 
Economist 





















Genske, Mulder and Company, LLC -- Dairy Client Averages by State for 2010

2010 Income and Expense California

Upper 

Midwest Idaho Texas Arizona New Mexico High Plains Washington

INCOME

milk $14.87 $17.01 $15.02 $16.64 $16.10 $16.29 $17.22 $16.26

milk futures $0.00 $0.06 ($0.02) $0.02 ($0.05) $0.00 ($0.01) ($0.13)

calves & heifers $0.13 $0.16 $0.07 $0.13 $0.23 $0.17 $0.20 $0.17

patronage dividend $0.18 $0.12 $0.11 $0.17 $0.28 $0.17 $0.11 $0.37

other $0.21 $0.43 $0.05 $0.15 $0.11 $0.06 $0.18 $0.05

total income $15.39 $17.78 $15.23 $17.11 $16.67 $16.69 $17.70 $16.72

EXPENSES

hay, silage and farming $4.20 $4.00 $5.13 $4.18 $4.01 $4.68 $4.51 $4.37

grain $5.43 $4.97 $4.98 $5.43 $5.42 $5.51 $4.46 $4.70

less cost of feeding heifers ($2.24) ($2.01) ($2.23) ($2.21) ($1.72) ($2.31) ($1.93) ($2.31)

total feed cost $7.39 $6.96 $7.88 $7.40 $7.71 $7.88 $7.04 $6.76

Herd replacement costs

depreciation on cows $0.99 $1.17 $0.91 $1.11 $1.08 $1.02 $0.96 $0.84

loss on sale of cows $0.56 $0.73 $0.67 $0.91 $0.60 $0.53 $0.87 $0.57

total replacement cost $1.55 $1.90 $1.58 $2.02 $1.68 $1.55 $1.83 $1.41

Other expenses

interest and rent $0.90 $1.08 $0.99 $1.02 $1.01 $0.69 $0.99 $0.76

eqipment lease $0.00 $0.05 $0.03 $0.01 $0.01 $0.01 $0.01 $0.02

labor $1.24 $1.96 $1.27 $1.42 $1.35 $1.45 $1.52 $1.44

depreciation - other $0.51 $0.82 $0.70 $0.79 $0.49 $0.45 $0.67 $0.44

milk hauling $0.33 $0.18 $0.38 $0.99 $0.69 $0.84 $1.40 $0.60

industry assessments $0.25 $0.18 $0.22 $0.30 $0.46 $0.26 $0.30 $0.38

supplies $0.57 $0.86 $0.65 $0.56 $0.56 $0.69 $0.69 $0.71

BST $0.03 $0.18 $0.03 $0.05 $0.00 $0.02 $0.11 $0.00

corral cleaning $0.06 $0.12 $0.03 $0.02 $0.11 $0.06 $0.07 $0.06

repairs and maintenance $0.51 $0.85 $0.43 $0.44 $0.37 $0.42 $0.47 $0.77

utilities $0.30 $0.36 $0.23 $0.31 $0.44 $0.26 $0.32 $0.27

taxes & licenses $0.21 $0.23 $0.18 $0.18 $0.14 $0.22 $0.21 $0.19

insurance $0.16 $0.20 $0.10 $0.11 $0.12 $0.10 $0.15 $0.12

fuel and oil $0.17 $0.32 $0.21 $0.26 $0.18 $0.23 $0.25 $0.28

legal and accounting $0.05 $0.09 $0.05 $0.08 $0.05 $0.04 $0.06 $0.05

employee benefits $0.11 $0.05 $0.02 $0.03 $0.04 $0.05 $0.06 $0.03

veterinary and breeding $0.24 $0.45 $0.29 $0.38 $0.15 $0.30 $0.31 $0.36

testing and trimming $0.08 $0.11 $0.10 $0.09 $0.07 $0.06 $0.08 $0.11

livestock hauling $0.02 $0.03 $0.02 $0.02 $0.01 $0.01 $0.01 $0.01

miscellaneous $0.03 $0.04 $0.01 $0.02 $0.01 $0.01 $0.03 $0.01

less cost of raising heifers ($0.50) ($0.30) ($0.26) ($0.47) ($0.48) ($0.55) ($0.32) ($0.46)

total other expenses $5.27 $7.86 $5.68 $6.61 $5.78 $5.62 $7.39 $6.15

Total expenses $14.21 $16.72 $15.14 $16.03 $15.17 $15.05 $16.26 $14.32

TOTAL NET INCOME $1.18 $1.06 $0.09 $1.08 $1.50 $1.64 $1.44 $2.40

income (loss) per cow $259 $234 $19 $218 $284 $339 $309 $569

avg. no. milking cows 2,056               1,605               1,709               2,422               2,439               3,164               2,083               2,363               

avg. milk/cow/day 70 lbs. 71 lbs. 71 lbs. 66 lbs. 62 lbs. 68 lbs. 70 lbs. 75 lbs.

avg. fat test 3.63% 3.68% 3.61% 3.66% 3.66% 3.62% 3.56% 3.62%

avg. protein (or SNF) test 8.86% 3.11% 3.08% 3.09% 3.17% 3.07% 3.08% 3.14%

herd turnover rate 39.70% 40.00% 36.60% 35.90% 25.70% 31.30% 33.40% 37.50%
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To Our Valued Clients and Other Friends in the Dairy Industry 
 
 
The following pages contain the Frazer, LLP’s Dairy Farm Operating Trends for the year 
ended December 31, 2011. 

 
The data is compiled from dairy operations in Southern California, the San Joaquin Valley, 
Kern County, Arizona, Idaho, New Mexico, Panhandle, and the Pacific Northwest, which 
consists of Washington and Oregon operating collectively, with a combined milk production 
of over 7.4 billion pounds and more than 356,000 head of mature cows for the year ended 
December 31, 2011. 
 
This report includes a comparison of the results in the regions listed above for the year 
ended December 31, 2011 both on a “per hundredweight of milk” basis and on a “per head” 
basis.  Also included are selected financial ratios and other information for the year. 
 
This publication is designed as a reference tool and a management aid for dairy farm 
managers and advisors.  Frazer, LLP believes the information to be reliable, but is not 
responsible for errors in reported source information.   
 
Our publication continues to be recognized as the top industry source for relevant dairy 
statistics.  This report is provided to and widely utilized by dairy farmers, lending 
institutions, universities, colleges and other agribusiness industries. 
 
We appreciate all of your past and present support and thank you for your continued 
reliance on Frazer, LLP.  If you have any comments or questions, please contact our 
Agribusiness partners, Ralph Lizardo, Tim Gulling or Sharon A. Davis at our Brea office at 
(714) 990-1040 and David Bekedam, Mike Edwards or Bob Matlick at our Visalia office at 
(559) 732-4135. 
 
For more information regarding our firm, our Agribusiness department and our publication, 
please visit our website at www.frazerllp.com. 
 
 

Sincerely, 
 
 
    FRAZER, LLP  

Certified Public Accountants and Consultants 
 
 
May 2012 
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CONDENSED STATEMENT OF DAIRY FARM INCOME AND COSTS

COMPARISON BY AREA
FOR THE YEAR ENDED DECEMBER 31, 2011
(BASED ON AVERAGE AMOUNTS PER HEAD)

Southern San Joaquin Kern
California Valley County

Income:
Milk sales $ 3,863 $ 4,080 $ 3,966
Calves and other 96 68 38

Total income $ 3,959 $ 4,148 $ 4,004

Cost of operations:
Feed:

Grain $ 1,487 $ 1,660 $ 1,483
Hay and other 896 606 557

Total feed $ 2,383 $ 2,266 $ 2,040

Labor, (including fringe costs) $ 352 $ 315 $ 272

Herd replacement costs $ 316 $ 259 $ 259

Other costs:
Milk hauling $ 85 $ 74 $ 72
State and association charges 32 43 39
Veterinary, breeding, testing, etc. 93 98 60
Supplies 101 109 97
Repairs and maintenance 159 105 92
Utilities 59 66 74
Occupancy costs 119 122 104
Depreciation - equipment 29 68 59
Interest 97 132 103
Miscellaneous 128 145 106

Total other costs $ 902 $ 962 $ 806

Total cost of operations $ 3,953 $ 3,802 $ 3,377

Net income $ 6 $ 346 $ 627

3 See accompanying explanation of income and cost factors.

Your
New Pacific December 31, 2011

Arizona Idaho Mexico Panhandle Northwest Amounts

$ 4,253 $ 4,185 $ 3,948 $ 4,116 $ 4,397 $
54 44 60 51 119

$ 4,307 $ 4,229 $ 4,008 $ 4,167 $ 4,516 $

$ 1,462 $ 1,468  $ 1,443 $ 1,370 $ 1,410 $
718 699     663 650 692

$ 2,180 $ 2,167 $ 2,106 $ 2,020 $ 2,102 $

$ 343 $ 361 $ 319 $ 354 $ 368 $

$ 265 $ 226 $ 222 $ 269 $ 291 $

$ 100 $ 67 $ 152 $ 136 $ 145 $
53 45 77 50 60
95 73 80 86 122

134 203 108 118 104
118 157 99 80 134

86 47 70 48 40
124 91 83 126 185

48 82 58 54 65
175 118 110 101 110
165 184 160 159 146

$ 1,098 $ 1,067 $ 997 $ 958 $ 1,111 $

$ 3,886 $ 3,821 $ 3,644 $ 3,601 $ 3,872 $

$ 421 $ 408 $ 364 $ 566 $ 644 $
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CONDENSED STATEMENT OF DAIRY FARM INCOME AND COSTS

COMPARISON BY AREA
FOR THE YEAR ENDED DECEMBER 31, 2011

(BASED ON AVERAGE AMOUNTS
PER HUNDREDWEIGHT OF MILK)

Southern San Joaquin Kern
California Valley County

Income:
Milk sales $ 18.85     $ 18.68     $ 19.02     
Calves and other 0.44       0.32       0.19       

Total income $ 19.29     $ 19.00     $ 19.21     

Cost of operations:
Feed:

Grain $ 7.26       $ 7.60       $ 7.11       
Hay and other 4.38       2.77       2.67       

Total feed $ 11.64     $ 10.37     $ 9.78       

Labor, (including fringe costs) $ 1.72 $ 1.45       $ 1.31       

Herd replacement costs $ 1.54       $ 1.18       $ 1.24       

Other costs:
Milk hauling $ 0.41       $ 0.34       $ 0.34       
State and association charges 0.16       0.20       0.19       
Veterinary, breeding, testing, etc. 0.45       0.45       0.29       
Supplies 0.49       0.50       0.47       
Repairs and maintenance 0.78       0.48       0.44       
Utilities 0.29       0.30       0.35       
Occupancy costs 0.58       0.55       0.51       
Depreciation - equipment 0.14       0.31       0.28       
Interest 0.47       0.61       0.49       
Miscellaneous 0.62       0.65       0.50       

Total other costs $ 4.39       $ 4.39       $ 3.86       

Total cost of operations $ 19.29     $ 17.39     $ 16.19     

Net income $ -         $ 1.61       $ 3.02       

5 See accompanying explanation of income and cost factors.

Your
New Pacific December 31, 2011

Arizona Idaho Mexico Panhandle Northwest Amounts

$ 20.74    $ 18.88   $ 19.89     $ 20.57      $ 20.58      $
0.28      0.20     0.29       0.26        0.57        

$ 21.02    $ 19.08   $ 20.18     $ 20.83      $ 21.15      $

$ 7.13      $ 6.62     $ 7.27       $ 6.85        $ 6.60        $
3.48      3.16     3.35       3.25        3.27        

$ 10.61    $ 9.78     $ 10.62     $ 10.10      $ 9.87        $

$ 1.67 $ 1.63     $ 1.62 $ 1.76 $ 1.71 $

$ 1.29      $ 1.02     $ 1.12       $ 1.35        $ 1.36        $

$ 0.49      $ 0.30     $ 0.77       $ 0.68        $ 0.68        $
0.26      0.20     0.39       0.25        0.28        
0.47      0.33     0.39       0.43        0.57        
0.66      0.91     0.55       0.59        0.49        
0.58      0.70     0.50 0.40        0.63        
0.42      0.21     0.35       0.24        0.19        
0.61      0.40     0.42       0.64        0.87        
0.23      0.37     0.29       0.27        0.31        
0.85      0.53     0.56       0.51        0.53        
0.82      0.82     0.81 0.80        0.67        

$ 5.39      $ 4.77     $ 5.03       $ 4.81        $ 5.22        $

$ 18.96    $ 17.20   $ 18.39     $ 18.02      $ 18.16      $

$ 2.06      $ 1.88     $ 1.79       $ 2.81        $ 2.99        $
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SUMMARY OF FINANCIAL STATISTICS

COMPARISON BY AREA
FOR THE YEAR ENDED DECEMBER 31,  2011

Southern San Joaquin Kern
California Valley County

1. Current Ratio 0.34 : 1 0.84 : 1 1.15 : 1

2. Herd Line Debt Per Cow 915$        953$        1,124$     

3. Total Debt Per Cow 2,098$     3,047$     3,225$     

4. Debt to Equity Ratio 2.09 : 1 2.02 : 1 1.28 : 1

5. Return on Total Assets 0.2% 5.0% 7.7%

6. Income per milking  
cow per month 0.24$       59.07$     82.44$     

1.

2.

3.

4.

5.

6.

7

The current ratio represents current assets divided by
current liabilities.

Total debt per cow equals the total current liabilities and
long-term debt divided by the average total herd size.
Heifers are included on a mature equivalent basis.

Debt to equity ratio represents total debt divided by total
equity.

The return on total assets represents the net income
divided by the total assets, stated at cost.

Income per milking cow per month represents each
region's accrual based financial results divided by the
number of milking cows, divided by twelve.

Herd line debt per cow equals the total debt secured by
the herd divided by the average total herd size. Heifers
are included on a mature equivalent basis.

Your
New Pacific December 31, 2011

Arizona Idaho Mexico Panhandle Northwest Results

0.50 : 1 0.83 : 1 0.86 : 1 0.67 : 1 0.82 : 1

1,074$    657$       774$       875$          737$          $

3,370$    2,568$    2,273$    2,355$       2,229$       $

2.87 : 1 1.56 : 1 1.63 : 1 1.99 : 1 1.19 : 1

6.6% 6.7% 6.8% 10.7% 11.1%

42.84$    56.87$    49.14$    53.28$       74.13$       $
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CONDENSED STATEMENT OF DAIRY FARM INCOME AND COSTS

FOR THE YEARS ENDED
DECEMBER 31, 2011, 2010, AND 2009

SOUTHERN CALIFORNIA
(BASED ON AVERAGE AMOUNTS)

PER HEAD

Income:
Milk sales $ 3,863     $ 3,271 $ 2,423
Calves and other 96          58 96

Total income $ 3,959     $ 3,329 $ 2,519

Cost of operations:
Feed:

Grain $ 1,487     $ 1,117 $ 1,028
Hay and other 896        482 674

Total feed $ 2,383     $ 1,599 $ 1,702

Labor, (including fringe costs) $ 352        $ 371 $ 363

Herd replacement costs $ 316        $ 371 $ 322

Other costs:
Milk hauling $ 85          $ 88 $ 79
State and association charges 32          31 35
Veterinary, breeding, testing, etc. 93          72 60
Supplies 101        105 107
Repairs and maintenance 159        126 114
Utilities 59          63 63
Occupancy costs 119        128 123
Depreciation - equipment 29          40 38
Interest 97          112 132
Miscellaneous 128        134 140

Total other costs $ 902        $ 899 $ 891

Total cost of operations $ 3,953     $ 3,240 $ 3,278

Net income (loss) $ 6            $ 89 $ (759)

9 See accompanying explanation of income and cost factors.

2011 2010 2009

PER CWT. OF MILK
YOUR 2011
RESULTS

PER CWT.
OF MILK

$ 18.85       $ 15.68 $ 12.42
0.44         0.23 0.46

$ 19.29       $ 15.91 $ 12.88

$ 7.26         $ 5.36 $ 5.28
4.38         2.30 3.46

$ 11.64       $ 7.66 $ 8.74

$ 1.72         $ 1.78 $ 1.86

$ 1.54         $ 1.78 $ 1.65

$ 0.41         $ 0.42 $ 0.41
0.16         0.15 0.18
0.45         0.35 0.30
0.49         0.51 0.55
0.78         0.61 0.59
0.29         0.30 0.32
0.58         0.61 0.64
0.14         0.19 0.19
0.47         0.54 0.68
0.62         0.65 0.70

$ 4.39         $ 4.33 $ 4.56

$ 19.29       $ 15.55 $ 16.81

$ -           $ 0.36 $ (3.93)

10

2011 2010 2009 PER HEAD



SUMMARY OF FINANCIAL STATISTICS

December 31, December 31, December 31,
2011 2010 2009

1. Current Ratio 0.34 : 1 0.33 : 1 0.22 : 1

2. Herd Line Debt Per Cow $ 915       $ 1,138   $ 1,211   

3. Total Debt Per Cow $ 2,098    $ 2,082   $ 2,622   

4. Debt to Equity Ratio 2.09 : 1 1.09 : 1 2.00 : 1

5. Return on Total Assets 0.2% 1.9% -15.5%

6. Income (loss) per milking 
cow per month $ 0.24      $ 9.87     $ (74.43)

1.  The current ratio represents current assets divided by 
      current liabilities.

2.  Herd line debt per cow equals the total debt secured by
     the herd divided by the average total herd size. Heifers 
     are included on a mature equivalent basis.

3.  Total debt per cow equals the total current liabilities and
     long-term debt divided by the average total herd size. 
     Heifers are included on a mature equivalent basis.

4.  Debt to equity represents the total debt divided by the
     total equity.

5.  The return on total assets represents the net income
     divided by the total assets, stated at cost. 

6.  Income per milking cow per month represents
     each region's accrual based financial results divided by
     the number of milking cows, divided by twelve.

11

SOUTHERN CALIFORNIA
SUMMARY OF DAIRY FARM STATISTICAL ANALYSIS

FOR THE YEARS ENDED
DECEMBER 31, 2011, 2010, AND 2009

SOUTHERN CALIFORNIA
(BASED ON AVERAGE AMOUNTS)

2011 2010 2009

PRODUCTION AND PRICE
INFORMATION:

Annual pounds of milk, per cow
(including dry cows) 20,496 20,834 19,490

Daily pounds of milk, per milking cow 65.0 67.8 61.2

Butterfat test 3.49 % 3.44 % 3.42 %

Solids-non-fat test 8.78 % 8.78 % 8.72 %

Blend price per hundredweight 18.85$      15.68$      12.42$      

Milk receipts, per milking cow 3,863$      3,884$      2,778$      

HERD INFORMATION:

Herd size - total 1,577 1,359 1,259

Percent of dry cows 13.6 % 15.8 % 12.8 %

Herd turnover rate 34.5 % 35.8 % 30.2 %

Composition of herd:
Purchased cows 35             % 29 % 34 %
Self-raised cows 65 % 71 % 66 %

Cost of purchased cows 1,507$      1,439$      1,490$      

Beef price received 777$         633$         513$         

FEED INFORMATION:

Cost of feed as a percent of milk
income:

Grain 38.5 % 34.2 % 42.5 %
Hay and other 23.2 % 14.7 % 27.9 %

Totals 61.7 % 48.9 % 70.4 %

12



INCOME AND COST OF OPERATIONS .

December 31, December 31, December 31, 
2011 2010 2009

Income:
Milk Sales $ 18.85 $ 15.68 $ 12.42
Calves and other 0.44 0.23 0.46

Total income $ 19.29 $ 15.91 $ 12.88

Total cost of operations:
Feed $ 11.64 $ 7.66 $ 8.74
Labor 1.72 1.78 1.86
Herd replacement costs 1.54 1.78 1.65
Other costs 4.39 4.33 4.56

Total costs of operations $ 19.29 $ 15.55 $ 16.81

Net income (loss) $ -              $ 0.36 $ (3.93)

Cost of operations as 
     a percentage of income 100.00% 97.74% 130.51%

Feed costs as a percentage
of milk sales 61.75% 48.85% 70.37%

Net income (loss) per milking
cow per month $ 0.24 $ 9.87 $ (74.43)

Cumulative net loss
per cwt. from 2005 to 2011 $ (2.79)

13

SOUTHERN CALIFORNIA

(BASED ON PER HUNDREDWEIGHT OF MILK BASIS)

December 31, December 31, December 31, December 31, 
2008 2007 2006 2005

$ 17.22 $ 18.46 $ 12.25 $ 14.75
0.28 0.23 0.48 0.42

$ 17.50 $ 18.69 $ 12.73 $ 15.17

$ 10.69 $ 8.31 $ 6.90 $ 7.05
1.90 1.83 1.86 1.95
1.60 1.24 1.05 1.13
4.95 4.51 4.30 4.04

$ 19.14 $ 15.89 $ 14.11 $ 14.17

$ (1.64) $ 2.80 $ (1.38) $ 1.00

109.37% 85.02% 110.84% 93.41%

62.08% 45.02% 56.33% 47.80%

$ (34.34) $ 53.99 $ (33.82) $ 18.33

14
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CONDENSED STATEMENT OF DAIRY FARM INCOME AND COSTS

FOR THE YEARS ENDED
DECEMBER 31, 2011, 2010, AND 2009

SAN JOAQUIN VALLEY
(BASED ON AVERAGE AMOUNTS)

PER HEAD

Income:
Milk sales $ 4,080 $ 3,311 $ 2,534
Calves and other 68 21 50

Total income $ 4,148 $ 3,332 $ 2,584

Cost of operations:
Feed:

Grain $ 1,660 $ 1,262 $ 1,267
Hay and other 606 387 640

Total feed $ 2,266 $ 1,649 $ 1,907

Labor, (including fringe costs) $ 315 $ 310 $ 324

Herd replacement costs $ 259 $ 250 $ 280

Other costs:
Milk hauling $ 74 $ 73 $ 71
State and association charges 43 46 52
Veterinary, breeding, testing, etc. 98 92 95
Supplies 109 124 129
Repairs and maintenance 105 97 97
Utilities 66 75 82
Occupancy costs 122 139 153
Depreciation - equipment 68 61 69
Interest 132 137 125
Miscellaneous 145 138 162

Total other costs $ 962 $ 982 $ 1,035

Total cost of operations $ 3,802 $ 3,191 $ 3,546

Net income (loss) $ 346 $ 141 $ (962)

17 See accompanying explanation of income and cost factors.

2011 2010 2009

YOUR 2011
PER CWT. OF MILK RESULTS

PER CWT.
OF MILK

$ 18.68       $ 14.94 $ 11.71
0.32         0.10 0.23

$ 19.00 $ 15.04 $ 11.94

$ 7.60 $ 5.70 $ 5.86
2.77 1.76 2.95

$ 10.37 $ 7.46 $ 8.81

$ 1.45 $ 1.40 $ 1.48

$ 1.18 $ 1.13 $ 1.30

$ 0.34         $ 0.33 $ 0.33
0.20         0.21 0.24
0.45         0.42 0.43
0.50         0.56 0.60
0.48         0.44 0.45
0.30         0.34 0.38
0.55         0.62 0.70
0.31         0.27 0.32
0.61         0.62 0.58
0.65 0.61 0.75

$ 4.39 $ 4.42 $ 4.78

$ 17.39 $ 14.41 $ 16.37

$ 1.61 $ 0.63 $ (4.43)
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SUMMARY OF FINANCIAL STATISTICS

December 31, December 31, December 31,
2011 2010 2009

1. Current Ratio 0.84 : 1 0.62 : 1 0.67 : 1

2. Herd Line Debt Per Cow $ 953        $ 1,129   $ 1,083   

3. Total Debt Per Cow $ 3,047     $ 2,724   $ 2,767   

4. Debt to Equity Ratio 2.02 : 1 2.10 : 1 2.30 : 1

5. Return on Total Assets 5.0% 2.4% -16.5%

6. Income (loss) per milking 
cow per month $ 59.07     $ 20.60   $ (91.89)

1.  The current ratio represents current assets divided by 
      current liabilities.

2.  Herd line debt per cow equals the total debt secured by
     the herd divided by the average total herd size. Heifers 
     are included on a mature equivalent basis.

3.  Total debt per cow equals the total current liabilities and
     long-term debt divided by the average total herd size. 
     Heifers are included on a mature equivalent basis.

4.  Debt to equity represents the total debt divided by the
     total equity.

5.  The return on total assets represents the net income
     divided by the total assets, stated at cost. 

6.  Income per milking cow per month represents
     each region's accrual based financial results divided by
     the number of milking cows, divided by twelve.
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SAN JOAQUIN VALLEY
SUMMARY OF DAIRY FARM STATISTICAL ANALYSIS

FOR THE YEARS ENDED
DECEMBER 31, 2011, 2010, AND 2009

SAN JOAQUIN VALLEY
(BASED ON AVERAGE AMOUNTS)

2011 2010 2009

PRODUCTION AND PRICE
INFORMATION:

Annual pounds of milk, per cow
(including dry cows) 21,848 22,134 21,638

Daily pounds of milk, per milking cow 72.7 71.6 70.0

Butterfat test 3.64 % 3.58 % 3.57 %

Solids-non-fat test 8.82 % 8.73 % 8.71 %

Blend price per hundredweight 18.68$     14.94$     11.71$     

Milk receipts, per milking cow 4,080$     3,910$     2,992$     

HERD INFORMATION:

Herd size - total 3,686 2,809 2,861

Percent of dry cows 17.6 % 15.3 % 15.3 %

Herd turnover rate 41.3 % 37.4 % 38.6 %

Composition of herd:
Purchased cows 12            % 5              % 6 %
Self-raised cows 88 % 95 % 94 %

Cost of purchased cows 1,378$     1,332$     1,330$     

Beef price received 838$        702$        549$        

FEED INFORMATION:

Cost of feed as a percent of milk
income:

Grain 40.7 % 38.2 % 50.0 %
Hay and other 14.8 % 11.8 % 25.2 %

Totals 55.5 % 50.0 % 75.2 %
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INCOME AND COST OF OPERATIONS

December 31, December 31, December 31,
2011 2010 2009

Income:
Milk Sales $ 18.68 $ 14.94 $ 11.71
Calves and other 0.32 0.10 0.23

Total income $ 19.00 $ 15.04 $ 11.94

Total cost of operations:
Feed $ 10.37 $ 7.46 $ 8.81
Labor 1.45 1.40 1.48
Herd replacement costs 1.18 1.13 1.30
Other costs 4.39 4.42 4.78

Total costs of operations $ 17.39 $ 14.41 $ 16.37

Net income (loss) $ 1.61 $ 0.63 $ (4.43)

Cost of operations as 
     a percentage of income 91.53% 95.81% 137.10%

Feed costs as a percentage
of milk sales 55.51% 49.93% 75.23%

Net income (loss) per milking
cow per month $ 59.07 $ 20.60 $ (91.89)

Cumulative net income
per cwt. from 2005 to 2011 $ 0.66
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SAN JOAQUIN VALLEY

(BASED ON PER HUNDREDWEIGHT OF MILK BASIS)

December 31, December 31, December 31, December 31,
2008 2007 2006 2005

$ 16.84 $ 18.48 $ 11.82 $ 14.45
0.14 0.35 0.38 0.25

$ 16.98 $ 18.83 $ 12.20 $ 14.70

$ 9.38 $ 7.84 $ 6.47 $ 6.64
1.54 1.44 1.48 1.41
1.19 1.04 1.07 1.00
5.52 5.03 4.68 4.13

$ 17.63 $ 15.35 $ 13.70 $ 13.18

$ (0.65) $ 3.48 $ (1.50) $ 1.52

103.83% 81.52% 112.30% 89.66%

55.70% 42.42% 54.74% 45.95%

$ (1.40) $ 88.56 $ (27.19) $ 31.96
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CONDENSED STATEMENT OF DAIRY FARM INCOME AND COSTS

FOR THE YEARS ENDED
DECEMBER 31, 2011, 2010, AND 2009

KERN COUNTY
(BASED ON AVERAGE AMOUNTS)

PER HEAD

Income:
Milk sales $ 3,966 $ 3,169 $ 2,427
Calves and other 38 30 23

Total income $ 4,004 $ 3,199 $ 2,450

Cost of operations:
Feed:

Grain $ 1,483 $ 1,135 $ 1,170
Hay and other 557 467 700

Total feed $ 2,040 $ 1,602 $ 1,870

Labor, (including fringe costs) $ 272 $ 273 $ 272

Herd replacement costs $ 259 $ 256 $ 281

Other costs:
Milk hauling $ 72 $ 70 $ 68
State and association charges 39 39 43
Veterinary, breeding, testing, etc. 60 59 55
Supplies 97 91 100
Repairs and maintenance 92 91 101
Utilities 74 77 74
Occupancy costs 104 108 102
Depreciation - equipment 59 62 71
Interest 103 130 117
Miscellaneous 106 99 123

Total other costs $ 806 $ 826 $ 854

Total cost of operations $ 3,377 $ 2,957 $ 3,277

Net income (loss) $ 627 $ 242 $ (827)

See accompanying explanation of income and cost factors.
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2011 2010 2009

PER CWT. OF MILK
YOUR 2011
RESULTS

PER CWT.
OF MILK

$ 19.02       $ 15.31       $ 12.27     $ $
0.19         0.15         0.10       

$ 19.21 $ 15.46 $ 12.37 $ $

$ 7.11         $ 5.49         $ 5.91       $ $
2.67         2.26         3.54       

$ 9.78 $ 7.75 $ 9.45 $ $

$ 1.31         $ 1.31         $ 1.38       $ $

$ 1.24         $ 1.24         $ 1.42       $ $

$ 0.34         $ 0.34         $ 0.34       $ $
0.19         0.19         0.22       
0.29         0.28         0.28       
0.47         0.44         0.50       
0.44         0.43         0.51       
0.35         0.37         0.37       
0.51         0.52         0.52       
0.28         0.30         0.36       
0.49         0.63         0.59       
0.50         0.47         0.63       

$ 3.86 $ 3.97 $ 4.32 $ $

$ 16.19 $ 14.27 $ 16.57 $ $

$ 3.02 $ 1.19 $ (4.20) $ $
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SUMMARY OF FINANCIAL STATISTICS

December 31, December 31, December 31,
2011 2010 2009

1. Current Ratio 0.15 : 1 0.79 : 1 1.30 : 1

2. Herd Line Debt Per Cow $ 1,124     $ 1,313   $ 1,306   

3. Total Debt Per Cow $ 3,225     $ 3,390   $ 2,994   

4. Debt to Equity Ratio 1.28 : 1 1.65 : 1 1.40 : 1

5. Return on Total Assets 7.7% 1.6% -11.3%

6. Income (loss) per milking 
cow per month $ 82.44     $ 20.47   $ (88.01)

1.  The current ratio represents current assets divided by 
      current liabilities.

2.  Herd line debt per cow equals the total debt secured by
     the herd divided by the average total herd size. Heifers 
     are included on a mature equivalent basis.

3.  Total debt per cow equals the total current liabilities and
     long-term debt divided by the average total herd size. 
     Heifers are included on a mature equivalent basis.

4.  Debt to equity represents the total debt divided by the
     total equity.

5.  The return on total assets represents the net income
     divided by the total assets, stated at cost. 

6.  Income per milking cow per month represents
     each region's accrual based financial results divided by
     the number of milking cows, divided by twelve.
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KERN COUNTY
SUMMARY OF DAIRY FARM STATISTICAL ANALYSIS

FOR THE YEARS ENDED
DECEMBER 31, 2011, 2010, AND 2009

KERN COUNTY
(BASED ON AVERAGE AMOUNTS)

2011 2010 2009

PRODUCTION AND PRICE
INFORMATION:

Annual pounds of milk, per cow
(including dry cows) 20,855 20,700 19,793

Daily pounds of milk, per milking cow 71.3 68.2 66.2

Butterfat test 3.65 % 3.64 % 3.68 %

Solids-non-fat test 8.80 % 8.77 % 8.79 %

Blend price per hundredweight 19.02$     15.31$     12.27$     

Milk receipts, per milking cow 3,966$     3,809$     2,962$     

HERD INFORMATION:

Herd size - total 3,498 3,365 3,126

Percent of dry cows 19.9 % 16.8 % 18.1 %

Herd turnover rate 34.4 % 34.4 % 36.1 %

Composition of herd:
Purchased cows 6              % 7              % 6              %
Self-raised cows 94 % 93 % 94 %

Cost of purchased cows 1,495$     1,275$     1,505$     

Beef price received 750$        645$        514$        

FEED INFORMATION:

Cost of feed as a percent of milk
income:

Grain 37.4 % 35.9 % 48.2 %
Hay and other 14.0 % 14.8 % 28.9 %

Totals 51.4 % 50.7 % 77.1 %
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INCOME AND COST OF OPERATIONS

December 31, December 31, December 31, 
2011 2010 2009

Income:
Milk Sales $ 19.02 $ 15.31 $ 12.27
Calves and other 0.19 0.15 0.10

Total income $ 19.21 $ 15.46 $ 12.37

Total cost of operations:
Feed $ 9.78 $ 7.75 $ 9.45
Labor 1.31 1.31 1.38
Herd replacement costs 1.24 1.24 1.42
Other costs 3.86 3.97 4.32

Total costs of operations $ 16.19 $ 14.27 $ 16.57

Net income (loss) $ 3.02 $ 1.19 $ (4.20)

Cost of operations as 
     a percentage of income 84.28% 92.30% 133.95%

Feed costs as a percentage
of milk sales 51.42% 50.62% 77.02%

Net income (loss) per milking
cow per month $ 82.44 $ 20.47 $ (88.01)

Cumulative net income
per cwt. from 2006 to 2011 $ 3.10

29

KERN COUNTY

(BASED ON PER HUNDREDWEIGHT OF MILK BASIS)

December 31, December 31, December 31, 
2008 2007 2006

$ 17.37 $ 18.53 $ 12.21
0.14 0.35 0.31

$ 17.51 $ 18.88 $ 12.52

$ 10.50 $ 7.89 $ 6.89
1.36 1.33 1.37
1.25 1.19 1.21
4.60 4.31 3.92

$ 17.71 $ 14.72 $ 13.39

$ (0.20) $ 4.16 $ (0.87)

101.14% 77.97% 106.95%

60.45% 42.58% 56.43%

$ (1.22) $ 84.69 $ (21.76)
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CONDENSED STATEMENT OF DAIRY FARM INCOME AND COSTS

FOR THE YEARS ENDED
DECEMBER 31, 2011, 2010, AND 2009

ARIZONA 
(BASED ON AVERAGE AMOUNTS)

PER HEAD

Income:
Milk sales $ 4,253 $ 3,510 $ 2,569
Calves and other 54 22 52

Total income $ 4,307 $ 3,532 $ 2,621

Cost of operations:
Feed:

Grain $ 1,462 $ 1,032 $ 1,103
Hay and other 718        562 625

Total feed $ 2,180     $ 1,594 $ 1,728

Labor, (including fringe costs) $ 343        $ 334 $ 323

Herd replacement costs $ 265        $ 316 $ 399

Other costs:
Milk hauling $ 100        $ 80 $ 73
State and association charges 53          101 97
Veterinary, breeding, testing, etc. 95          50 60
Supplies 134        146 144
Repairs and maintenance 118        94 85
Utilities 86          86 83
Occupancy costs 124        143 151
Depreciation - equipment 48          33 30
Interest 175        159 140
Miscellaneous 165        144 129

Total other costs $ 1,098     $ 1,036 $ 992

Total cost of operations $ 3,886     $ 3,280 $ 3,442

Net income (loss) $ 421        $ 252 $ (821)

See accompanying explanation of income and cost factors.
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2011 2010 2009

YOUR 2011
PER CWT. OF MILK RESULTS

$ 20.74       $ 16.47 $ 12.58 $ $
0.28 0.11 0.25

$ 21.02 $ 16.58 $ 12.83 $ $

$ 7.13         $ 4.85 $ 5.40 $ $
3.48 2.64 3.06

$ 10.61 $ 7.49 $ 8.46 $ $

$ 1.67 $ 1.58 $ 1.60 $ $

$ 1.29 $ 1.49 $ 1.95 $ $

$ 0.49         $ 0.38 $ 0.36 $ $
0.26         0.48 0.48
0.47         0.24 0.30
0.66         0.69 0.70
0.58         0.44 0.42
0.42         0.40 0.41
0.61         0.68 0.74
0.23         0.16 0.14
0.85         0.73 0.68
0.82 0.69 0.64

$ 5.39 $ 4.89 $ 4.87 $ $

$ 18.96 $ 15.45 $ 16.88 $ $

$ 2.06 $ 1.13 $ (4.05) $ $
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SUMMARY OF DAIRY FARM STATISTICAL ANALYSIS

FOR THE YEARS ENDED
DECEMBER 31, 2011, 2010, AND 2009

ARIZONA
(BASED ON AVERAGE AMOUNTS)

2011 2010 2009

PRODUCTION AND PRICE 
INFORMATION:

Annual pounds of milk, per cow
(including dry cows) 20,504 21,303 20,417

Daily pounds of milk, per milking cow 66.4         66.4         66.6         

Butterfat test 3.43 % 3.41 % 3.41 %

Blend price per hundredweight 20.74$     16.47$     12.58$     

Milk receipts, per milking cow 4,307$     4,492$     3,058$     

HERD INFORMATION:

Herd size - total 3,818 3,301 3,178

Percent of dry cows 15.3 % 12.1 % 16.0 %

Herd turnover rate 31.3 % 31.2 % 29.9 %

Composition of herd:
Purchased cows 47 % 44 % 43 %
Self-raised cows 53 % 56 % 57 %

Cost of purchased cows 1,486$     1,413$     1,377$     

Beef price received 754$        690$        561$        

FEED INFORMATION:

Cost of feed as a percent of milk
income:

Grain 34.4 % 29.4 % 42.9 %
Hay and other 16.8 % 16.0 % 24.3 %

 
Totals 51.2 % 45.4 % 67.2 %
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SUMMARY OF FINANCIAL STATISTICS

December 31, December 31, December 31,
2011 2010 2009

1. Current Ratio 0.50 : 1 0.57 : 1 0.48 : 1

2. Herd Line Debt Per Cow $ 1,074     $ 1,118   $ 1,365   

3. Total Debt Per Cow $ 3,370     $ 2,964   $ 2,708   

4. Debt to Equity Ratio 2.87 : 1 5.15 : 1 6.45 : 1

5. Return on Total Assets 6.6% 5.3% -19.0%

6. Income (loss) per milking 
cow per month $ 42.84     $ 28.71   $ (84.26)

1.  The current ratio represents current assets divided by 
      current liabilities.

2.  Herd line debt per cow equals the total debt secured by
     the herd divided by the average total herd size. Heifers 
     are included on a mature equivalent basis.

3.  Total debt per cow equals the total current liabilities and
     long-term debt divided by the average total herd size. 
     Heifers are included on a mature equivalent basis.

4.  Debt to equity represents the total debt divided by the
     total equity.

5.  The return on total assets represents the net income
     divided by the total assets, stated at cost. 

6.  Income per milking cow per month represents
     each region's accrual based financial results divided by
     the number of milking cows, divided by twelve.
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ARIZONA



December 31, December 31, December 31, December 31, 
2008 2007 2006 2005

$ 18.11 $ 19.87 $ 12.92 $ 15.25
0.30 0.40 0.40 0.50

$ 18.41 $ 20.27 $ 13.32 $ 15.75

$ 9.07 $ 7.85 $ 6.28 $ 6.51
1.59 1.54 1.39 1.40
1.72 1.78 1.42 1.64
5.64 5.73 5.56 4.93

$ 18.02 $ 16.90 $ 14.65 $ 14.48

$ 0.39 $ 3.37 $ (1.33) $ 1.27

97.88% 83.37% 109.98% 91.94%

50.08% 39.51% 48.61% 42.69%

$ 5.99 $ 64.56 $ (22.53) $ 37.37
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INCOME AND COST OF OPERATIONS

December 31, December 31, December 31, 
2011 2010 2009

Income:
Milk Sales $ 20.74 $ 16.47 $ 12.58
Calves and other 0.28 0.11 0.25

Total income $ 21.02 $ 16.58 $ 12.83

Total cost of operations:
Feed $ 10.61 $ 7.49 $ 8.46
Labor 1.67 1.58 1.60
Herd replacement costs 1.29 1.49 1.95
Other costs 5.39 4.88 4.88

Total costs of operations $ 18.96 $ 15.44 $ 16.89

Net income (loss) $ 2.06 $ 1.14 $ (4.06)

Cost of operations as 
     a percentage of income 90.20% 93.12% 131.64%

Feed costs as a percentage
of milk sales 51.16% 45.48% 67.25%

Net income (loss) per milking
cow per month $ 42.84 $ 28.71 $ (84.26)

Cumulative net income
per cwt. from 2005 to 2011 $ 2.84

37

ARIZONA

(BASED ON PER HUNDREDWEIGHT OF MILK BASIS)
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CONDENSED STATEMENT OF DAIRY FARM INCOME AND COSTS

FOR THE YEARS ENDED
DECEMBER 31, 2011, 2010, AND 2009

IDAHO
(BASED ON AVERAGE AMOUNTS)

PER HEAD

Income:
Milk sales $ 4,185 $ 3,307 $ 2,667
Calves and other 44 37 54

Total income $ 4,229 $ 3,344 $ 2,721

Cost of operations:
Feed:

Grain $ 1,468 $ 1,125 $ 1,186
Hay and other 699 546 803

Total feed $ 2,167 $ 1,671 $ 1,989

Labor, (including fringe costs) $ 361 $ 352 $ 359

Herd replacement costs $ 226 $ 243 $ 287

Other costs:
Milk hauling $ 67 $ 60 $ 55
State and association charges 45 47 46
Veterinary, breeding, testing, etc. 73 71 86
Supplies 203 166 171
Repairs and maintenance 157 142 147
Utilities 47 47 54
Occupancy costs 91 90 99
Depreciation - equipment 82 83 84
Interest 118 123 117
Miscellaneous 184 159 160

Total other costs $ 1,067 $ 988 $ 1,019

Total cost of operations $ 3,821 $ 3,254 $ 3,654

Net income (loss) $ 408 $ 90 $ (933)

41 See accompanying explanations of income and cost factors.

2011 2010 2009

YOUR 2011
PER CWT. OF MILK RESULTS

PER CWT.
PER HEAD OF MILK

$ 18.88       $ 15.15 $ 12.27
0.20         0.16 0.25

$ 19.08 $ 15.31 $ 12.52

$ 6.62         $ 5.16 $ 5.45
3.16 2.50 3.69

$ 9.78 $ 7.66 $ 9.14

$ 1.63 $ 1.62 $ 1.65

$ 1.02 $ 1.12 $ 1.32

$ 0.30         $ 0.27 $ 0.25
0.20         0.21 0.21
0.33         0.32 0.40
0.91         0.76 0.78
0.70         0.65 0.68
0.21         0.22 0.25
0.40         0.41 0.45
0.37         0.38 0.39
0.53         0.56 0.54
0.82 0.70 0.75

$ 4.77 $ 4.48 $ 4.70

$ 17.20 $ 14.88 $ 16.81

$ 1.88 $ 0.43 $ (4.29)
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2011 2010 2009



SUMMARY OF FINANCIAL STATISTICS

December 31, December 31, December 31,
2011 2010 2009

1. Current Ratio 0.83 : 1 0.64 : 1 0.86 : 1

2. Herd Line Debt Per Cow $ 657        $ 825      $ 884      

3. Total Debt Per Cow $ 2,568     $ 2,635   $ 2,880   

4. Debt to Equity Ratio 1.56 : 1 1.94 : 1 2.28 : 1

5. Return on Total Assets 6.7% 1.6% -15.9%

6. Income (loss) per milking 
cow per month $ 56.87     $ 18.16   $ (81.62)

1.  The current ratio represents current assets divided by 
      current liabilities.

2.  Herd line debt per cow equals the total debt secured by
     the herd divided by the average total herd size. Heifers 
     are included on a mature equivalent basis.

3.  Total debt per cow equals the total current liabilities and
     long-term debt divided by the average total herd size. 
     Heifers are included on a mature equivalent basis.

4.  Debt to equity represents the total debt divided by the
     total equity.

5.  The return on total assets represents the net income
     divided by the total assets, stated at cost. 

6.  Income per milking cow per month represents
     each region's accrual based financial results divided by
     the number of milking cows, divided by twelve.
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IDAHO
SUMMARY OF DAIRY FARM STATISTICAL ANALYSIS

FOR THE YEARS ENDED
DECEMBER 31, 2011, 2010, AND 2009

IDAHO
(BASED ON AVERAGE AMOUNTS)

2011 2010 2009

PRODUCTION AND PRICE 
INFORMATION:

Annual pounds of milk, per cow   
(including dry cows) 22,174 21,829 21,741

Daily pounds of milk, per milking cow 70.0         68.9         68.6         

Butterfat test 3.59 % 3.61 % 3.54 %

Blend price per hundredweight 18.88$     15.15$     12.27$     

Milk receipts, per milking cow 4,185$     3,810$     3,071$     

HERD INFORMATION:

Herd size - total 3,684 2,959 2,661

Percent of dry cows 13.2 % 13.2 % 13.1 %

Herd turnover rate 37.3 % 34.3 % 35.8 %

Composition of herd:
Purchased cows 6 % 7 % 8 %
Self-raised cows 94 % 93 % 92 %

Cost of purchased cows 1,271$     1,167$     1,290$     

Beef price received 743$        622$        497$        

FEED INFORMATION:

Cost of feed as a percent of milk 
income:

Grain 35.1 % 34.1 % 44.4 %
Hay and other 16.7 % 16.5 % 30.1 %

Totals 51.8 % 50.6 % 74.5 %
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INCOME AND COST OF OPERATIONS

December 31, December 31, December 31, 
2011 2010 2009

Income:
Milk Sales $ 18.88 $ 15.15 $ 12.27
Calves and other 0.20 0.16 0.25

Total income $ 19.08 $ 15.31 $ 12.52

Total cost of operations:
Feed $ 9.78 $ 7.66 $ 9.14
Labor 1.63 1.62 1.65
Herd replacement costs 1.02 1.12 1.32
Other costs 4.77 4.49 4.70

Total costs of operations $ 17.20 $ 14.89 $ 16.81

Net income (loss) $ 1.88 $ 0.42 $ (4.29)

Cost of operations as 
     a percentage of income 90.15% 97.26% 134.27%

Feed costs as a percentage
of milk sales 51.80% 50.56% 74.49%

Net income (loss) per milking
cow per month $ 56.87 $ 18.16 $ (81.62)

Cumulative net income
per cwt. from 2005 to 2011 $ 4.89
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IDAHO

(BASED ON PER HUNDREDWEIGHT OF MILK BASIS)

December 31, December 31, December 31, December 31, 
2008 2007 2006 2005

$ 18.15 $ 18.07 $ 12.15 $ 14.18
0.18 0.43 0.35 0.48

$ 18.33 $ 18.50 $ 12.50 $ 14.66

$ 9.09 $ 7.37 $ 6.11 $ 6.09
1.65 1.55 1.43 1.45
1.16 1.31 1.37 1.17
4.85 4.46 4.11 3.94

$ 16.75 $ 14.69 $ 13.02 $ 12.65

$ 1.58 $ 3.81 $ (0.52) $ 2.01

91.38% 79.41% 104.16% 86.29%

50.08% 40.79% 50.29% 42.95%

$ 42.46 $ 95.04 $ (11.16) $ 42.08
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CONDENSED STATEMENT OF DAIRY FARM INCOME AND COSTS

FOR THE YEARS ENDED
DECEMBER 31, 2011, 2010, AND 2009

NEW MEXICO
(BASED ON AVERAGE AMOUNTS)

PER HEAD

Income:
Milk sales $ 3,948 $ 3,219 $ 2,449
Calves and other 60 42 48

Total income $ 4,008 $ 3,261 $ 2,497

Cost of operations:
Feed:

Grain $ 1,443 $ 1,098 $ 1,184
Hay and other 663 457 472

Total feed $ 2,106 $ 1,555 $ 1,656

Labor, (including fringe costs) $ 319 $ 302 $ 298

Herd replacement costs $ 222 $ 243 $ 258

Other costs:
Milk hauling $ 152 $ 155 $ 121
State and association charges 77 83 77
Veterinary, breeding, testing, etc. 80 73 69
Supplies 108 119 102
Repairs and maintenance 99 103 100
Utilities 70 54 50
Occupancy costs 83 81 80
Depreciation - equipment 58 57 55
Interest 110 101 76
Miscellaneous 160 173 140

Total other costs $ 997 $ 999 $ 870

Total cost of operations $ 3,644 $ 3,099 $ 3,082

Net income (loss) $ 364 $ 162 $ (585)

49 See accompanying explanation of income and cost factors.

2011 2010 2009

  

PER CWT. OF MILK
PER CWT.

PER HEAD OF MILK

$ 19.89 $ 17.02 $ 12.83
0.29 0.18 0.25

$ 20.18 $ 17.20 $ 13.08

$ 7.27 $ 5.81 $ 6.21
3.35 2.42 2.47

 
$ 10.62 $ 8.23 $ 8.68

$ 1.62 $ 1.60 $ 1.56

$ 1.12 $ 1.28 $ 1.35

$ 0.77 $ 0.82 $ 0.63
0.39 0.44 0.40
0.39 0.39 0.36
0.55 0.63 0.53
0.50 0.54 0.52
0.35 0.29 0.26
0.42 0.43 0.42
0.29 0.30 0.29
0.56 0.53 0.40
0.81 0.85 0.73

$ 5.03 $ 5.22 $ 4.54

$ 18.39 $ 16.33 $ 16.13

$ 1.79 $ 0.87 $ (3.05)
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SUMMARY OF FINANCIAL STATISTICS

December 31, December 31, December 31,
2011 2010 2009

1. Current Ratio 0.86 : 1 0.85 : 1 1.02 : 1

2. Herd Line Debt Per Cow $ 774        $ 795      $ 823      

3. Total Debt Per Cow $ 2,273     $ 2,155   $ 2,324   

4. Debt to Equity Ratio 1.63 : 1 1.53 : 1 1.80 : 1

5. Return on Total Assets 6.8% 3.3% -11.7%

6. Income (loss) per milking 
cow per month $ 49.14     $ 27.80   $ (55.60)

1.  The current ratio represents current assets divided by 
      current liabilities.

2.  Herd line debt per cow equals the total debt secured by
     the herd divided by the average total herd size. Heifers 
     are included on a mature equivalent basis.

3.  Total debt per cow equals the total current liabilities and
     long-term debt divided by the average total herd size. 
     Heifers are included on a mature equivalent basis.

4.  Debt to equity represents the total debt divided by the
     total equity.

5.  The return on total assets represents the net income
     divided by the total assets, stated at cost. 

6.  Income per milking cow per month represents
     each region's accrual based financial results divided by
     the number of milking cows, divided by twelve.
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NEW MEXICO
SUMMARY OF DAIRY FARM STATISTICAL ANALYSIS

FOR THE YEARS ENDED
DECEMBER 31, 2011, 2010, AND 2009

NEW MEXICO
(BASED ON AVERAGE AMOUNTS)

2011 2010 2009

PRODUCTION AND PRICE 
INFORMATION:

Annual pounds of milk, per cow
(including dry cows) 19,855 18,914 19,086

Daily pounds of milk, per milking cow 67.8         65.3         65.7         

Butterfat test 3.51 % 3.49 % 3.44 %

Blend price per hundredweight 19.89$     17.02$     12.83$     

Milk receipts, per milking cow 4,920$     4,055$     3,075$     

HERD INFORMATION:

Herd size - total 3,801 5,148 3,077

Percent of dry cows 19.8 % 20.6 % 20.4 %

Herd turnover rate 34.3 % 29.9 % 28.8 %

Composition of herd:
Purchased cows 13 % 21 % 22 %
Self-raised cows 87 % 79 % 78 %

Cost of purchased cows 1,643$     1,384$     1,378$     

Beef price received 749$        633$        533$        

FEED INFORMATION:

Cost of feed as a percent of milk 
income:

Grain 36.6 % 34.1 % 48.4 %
Hay and other 16.8 % 14.2 % 19.3 %

Totals 53.4 % 48.3 % 67.7 %
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INCOME AND COST OF OPERATIONS

December 31, December 31, December 31, 
2011 2010 2009

Income:
Milk Sales $ 19.89 $ 17.02 $ 12.83
Calves and other 0.29 0.18 0.25

Total income $ 20.18 $ 17.20 $ 13.08

Total cost of operations:
Feed $ 10.62 $ 8.23 $ 8.68
Labor 1.62 1.60 1.56
Herd replacement costs 1.12 1.28 1.35
Other costs 5.03 5.22 4.53

Total costs of operations $ 18.39 $ 16.33 $ 16.12

Net income (loss) $ 1.79 $ 0.87 $ (3.04)

Cost of operations as 
     a percentage of income 91.13% 94.94% 123.24%

Feed costs as a percentage
of milk sales 53.39% 48.35% 67.65%

Net income (loss) per milking
cow per month $ 49.14 $ 27.80 $ (55.60)

Cumulative net income
per cwt. from 2005 to 2011 $ 4.72
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NEW MEXICO

(BASED ON PER HUNDREDWEIGHT OF MILK BASIS)

December 31, December 31, December 31, December 31, 
2008 2007 2006 2005

$ 17.92 $ 18.62 $ 11.86 $ 13.78
0.29 0.60 0.65 0.49

$ 18.21 $ 19.22 $ 12.51 $ 14.27

$ 9.22 $ 7.57 $ 6.24 $ 6.31
1.58 1.63 1.52 1.52
1.20 1.19 1.17 1.09
5.11 5.20 4.30 4.26

$ 17.11 $ 15.59 $ 13.23 $ 13.18

$ 1.10 $ 3.63 $ (0.72) $ 1.09

93.96% 81.11% 105.76% 92.36%

51.45% 40.66% 52.61% 45.79%

$ 41.90 $ 93.36 $ (7.28) $ 25.79
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CONDENSED STATEMENT OF DAIRY FARM INCOME AND COSTS

FOR THE YEARS ENDED
DECEMBER 31, 2011, 2010 AND 2009

PANHANDLE
(BASED ON AVERAGE AMOUNTS)

PER HEAD

Income:
Milk sales $ 4,116 $ 3,376 $ 2,876
Calves and other 51 30 42

Total income $ 4,167 $ 3,406 $ 2,918

Cost of operations:
Feed:

Grain $ 1,370 $ 1,046 $ 1,289
Hay and other 650 526 631

Total feed $ 2,020 $ 1,572 $ 1,920

Labor, (including fringe costs) $ 354 $ 325 $ 349

Herd replacement costs $ 269 $ 351 $ 401

Other costs:
Milk hauling $ 136 $ 153 $ 132
State and association charges 50 64 59
Veterinary, breeding, testing, etc. 86 91 71
Supplies 118 126 138
Repairs and maintenance 80 79 85
Utilities 48 44 49
Occupancy costs 126 121 146
Depreciation - equipment 54 60 79
Interest 101 115 138
Miscellaneous 159 138 150

Total other costs $ 958 $ 991 $ 1,047

Total cost of operations $ 3,601 $ 3,239 $ 3,717

Net income (loss) $ 566 $ 167 $ (799)

57 See accompanying explanation of income and cost factors.

2011 2010 2009

YOUR 2011
PER CWT. OF MILK RESULTS

PER CWT.
OF MILK

$ 20.57       $ 16.89       $ 13.63     
0.26         0.14         0.20       

$ 20.83 $ 17.03 $ 13.83

$ 6.85         $ 5.23         $ 6.11       
3.25         2.62         2.98       

$ 10.10 $ 7.85 $ 9.09

$ 1.76 $ 1.62 $ 1.65

$ 1.35         $ 1.75         $ 1.90       

$ 0.68         $ 0.76         $ 0.62       
0.25         0.32         0.28       
0.43         0.44         0.32       
0.59         0.63         0.65       
0.40         0.39         0.40       
0.24         0.22         0.23       
0.64         0.60         0.69       
0.27         0.30         0.37       
0.51         0.57         0.65       
0.80         0.69         0.71       

$ 4.81 $ 4.92 $ 4.92

$ 18.02 $ 16.14 $ 17.56

$ 2.81 $ 0.89 $ (3.73)
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SUMMARY OF FINANCIAL STATISTICS

December 31, December 31, December 31,
2011 2010 2009

1. Current Ratio 0.67 : 1 0.51 : 1 0.59 : 1

2. Herd Line Debt Per Cow $ 875        $ 1,000   $ 980      

3. Total Debt Per Cow $ 2,355     $ 2,551   $ 3,099   

4. Debt to Equity Ratio 1.99 : 1 2.89 : 1 4.01 : 1

5. Return on Total Assets 10.7% 4.8% -15.2%

6. Income (loss) per milking 
cow per month $ 53.28     $ 17.85   $ (61.10)

1.  The current ratio represents current assets divided by 
      current liabilities.

2.  Herd line debt per cow equals the total debt secured by
     the herd divided by the average total herd size. Heifers 
     are included on a mature equivalent basis.

3.  Total debt per cow equals the total current liabilities and
     long-term debt divided by the average total herd size. 
     Heifers are included on a mature equivalent basis.

4.  Debt to equity represents the total debt divided by the
     total equity.

5.  The return on total assets represents the net income
     divided by the total assets, stated at cost. 

6.  Income per milking cow per month represents
     each region's accrual based financial results divided by
     the number of milking cows, divided by twelve.
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PANHANDLE
SUMMARY OF DAIRY FARM STATISTICAL ANALYSIS

FOR THE YEARS ENDED
DECEMBER 31, 2011, 2010, AND 2009

PANHANDLE
(BASED ON AVERAGE AMOUNTS)

2011 2010 2009

PRODUCTION AND PRICE 
INFORMATION:

Annual pounds of milk, per cow
(including dry cows) 20,005 20,412 21,113

Daily pounds of milk, per milking cow 65.1         64.7         61.8         

Butterfat test 3.83 % 3.69 % 3.81 %

Blend price per hundredweight 20.57$     16.89$     13.63$     

Milk receipts, per milking cow 4,887$     3,984$     3,074$     

HERD INFORMATION:

Herd size - total 3,988 3,918 2,988

Percent of dry cows 15.8 % 15.2 % 17.2 %

Herd turnover rate 33.4 % 33.1 % 29.3 %

Composition of herd:
Purchased cows 8 % 19 % 35 %
Self-raised cows 92 % 81 % 65 %

Cost of purchased cows 1,384$     1,332$     1,448$     

Beef price received 719$        569$        490$        

FEED INFORMATION:

Cost of feed as a percent of milk 
income:

Grain 33.3 % 31.0 % 44.8 %
Hay and other 15.8 % 15.5 % 21.9 %

Totals 49.1 % 46.5 % 66.7 %
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INCOME AND COST OF OPERATIONS

December 31, December 31, December 31, 
2011 2010 2009

Income:
Milk Sales $ 20.57 $ 16.89 $ 13.63
Calves and other 0.26 0.14 0.20

Total income $ 20.83 $ 17.03 $ 13.83

Total cost of operations:
Feed $ 10.10 $ 7.85 $ 9.09
Labor 1.76 1.62 1.65
Herd replacement costs 1.35 1.75 1.90
Other costs 4.81 4.92 4.92

Total costs of operations $ 18.02 $ 16.14 $ 17.56

Net income (loss) $ 2.81 $ 0.89 $ (3.73)

Cost of operations as 
     a percentage of income 86.51% 94.77% 126.97%

Feed costs as a percentage
of milk sales 49.10% 46.48% 66.69%

Net income (loss) per milking
cow per month $ 53.28 $ 17.85 $ (61.10)

Cumulative net income
per cwt. from 2006 to 2011 $ 3.25
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PANHANDLE

(BASED ON PER HUNDREDWEIGHT OF MILK BASIS)

December 31, December 31, December 31, 
2008 2007 2006

$ 19.11 $ 20.01 $ 12.63
0.09 0.27 0.49

$ 19.20 $ 20.28 $ 13.12

$ 8.91 $ 7.50 $ 5.84
1.77 1.66 1.41
1.71 1.79 1.62
5.69 6.18 5.24

$ 18.08 $ 17.13 $ 14.11

$ 1.12 $ 3.15 $ (0.99)

94.17% 84.47% 107.55%

46.62% 37.48% 46.24%

$ 19.04 $ 82.81 $ (14.35)
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CONDENSED STATEMENT OF DAIRY FARM INCOME AND COSTS

FOR THE YEARS ENDED
DECEMBER 31, 2011 AND 2010

PACIFIC NORTHWEST
(BASED ON AVERAGE AMOUNTS)

PER HEAD

Income:
Milk sales $ 4,397 $ 3,606
Calves and other 119 59

Total income $ 4,516 $ 3,665

Cost of operations:
Feed:

Grain $ 1,410 $ 1,266
Hay and other 692 509

Total feed $ 2,102 $ 1,775

Labor, (including fringe costs) $ 368 $ 315

Herd replacement costs $ 291 $ 366

Other costs:
Milk hauling $ 145 $ 137
State and association charges 60 64
Veterinary, breeding, testing, etc. 122 138
Supplies 104 90
Repairs and maintenance 134 97
Utilities 40 39
Occupancy costs 185 171
Depreciation - equipment 65 65
Interest 110 154
Miscellaneous 146 164

Total other costs $ 1,111 $ 1,119

Total cost of operations $ 3,872 $ 3,575

Net income $ 644 $ 90

65 See accompanying explanation of income and cost factors.

2011 2010

YOUR 2011
PER CWT. OF MILK RESULTS

PER CWT.
OF MILK

$ 20.58 $ 16.59
0.57 0.27

$ 21.15 $ 16.86

$ 6.60 $ 5.82
3.27 2.33

$ 9.87 $ 8.15

$ 1.71 $ 1.44

$ 1.36 $ 1.68         

$ 0.68 $ 0.63         
0.28 0.30         
0.57 0.62         
0.49 0.41         
0.63 0.45         
0.19 0.18         
0.87 0.79         
0.31 0.30         
0.53 0.71         
0.67 0.75         

$ 5.22 $ 5.14

$ 18.16 $ 16.41

$ 2.99 $ 0.45
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SUMMARY OF FINANCIAL STATISTICS

December 31, December 31,
2011 2010

1. Current Ratio 0.82 : 1 0.49 : 1

2. Herd Line Debt Per Cow $ 737        $ 841      

3. Total Debt Per Cow $ 2,229     $ 2,292   

4. Debt to Equity Ratio 1.19 : 1 2.23 : 1

5. Return on Total Assets 11.1% 1.8%

6. Income per milking cow
per month $ 74.13     $ 16.80   

1.  The current ratio represents current assets divided by 
      current liabilities.

2.  Herd line debt per cow equals the total debt secured by
     the herd divided by the average total herd size. Heifers 
     are included on a mature equivalent basis.

3.  Total debt per cow equals the total current liabilities and
     long-term debt divided by the average total herd size. 
     Heifers are included on a mature equivalent basis.

4.  Debt to equity represents the total debt divided by the
     total equity.

5.  The return on total assets represents the net income
     divided by the total assets, stated at cost. 

6.  Income per milking cow per month represents
     each region's accrual based financial results divided by
     the number of milking cows, divided by twelve.
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PACIFIC NORTHWEST
SUMMARY OF DAIRY FARM STATISTICAL ANALYSIS

FOR THE YEARS ENDED
DECEMBER 31, 2011 AND 2010

PACIFIC NORTHWEST
(BASED ON AVERAGE AMOUNTS)

2011 2010

PRODUCTION AND PRICE 
INFORMATION:

Annual pounds of milk, per cow
(including dry cows) 21,361 21,746

Daily pounds of milk, per milking cow 69.1         68.6         

Butterfat test 3.75 % 3.69 %

Blend price per hundredweight 20.58$     16.59$     

Milk receipts, per milking cow 4,397$     4,149$     

HERD INFORMATION:

Herd size - total 3,378 2,146

Percent of dry cows 15.4 % 13.1 %

Herd turnover rate 33.2 % 34.0 %

Composition of herd:
Purchased cows 13 % 16 %
Self-raised cows 87 % 84 %

Cost of purchased cows 1,345$     1,109$     

Beef price received 709$        616$        

FEED INFORMATION:

Cost of feed as a percent of milk 
income:

Grain 32.1 % 35.1 %
Hay and other 15.9 % 14.0 %

Totals 48.0 % 49.1 %
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INCOME AND COST OF OPERATIONS

December 31, December 31,
2011 2010

Income:
Milk Sales $ 20.58 $ 16.59
Calves and other 0.57 0.27

Total income $ 21.15 $ 16.86

Total cost of operations:
Feed $ 9.87 $ 8.15
Labor 1.71 1.44
Herd replacement costs 1.36 1.68
Other costs 5.22 5.14

Total costs of operations $ 18.16 $ 16.41

Net income $ 2.99 $ 0.45

Cost of operations as 
     a percentage of income 85.86% 97.33%

Feed costs as a percentage
of milk sales 47.96% 49.13%

Net income per milking
cow per month $ 74.13 $ 16.80

Cumulative net income
per cwt. from 2010 to 2011 $ 3.44

69

PACIFIC NORTHWEST

(BASED ON PER HUNDREDWEIGHT OF MILK BASIS)



EXPLANATION OF INCOME AND COST FACTORS

Basis of presentation Information is included both on a "per head" basis and a "per
hundredweight of milk" basis. The "per head" statistics are
based on the total average number of milking and dry cows
in a herd for the period. The Panhandle region includes the
triangle from Clovis, New Mexico to Amarillo, Texas to
Lubbock, Texas. The Pacific Northwest region includes the
states of Washington and Oregon.

Milk sales Includes milk income, quality and production bonuses,
patronage dividends, USDA program payments, and milk
futures.

  Calves and other income This is primarily composed of the sale of calves, heifers,
other livestock and equipment, and miscellaneous 
other income.

  Feed Grain includes all minerals, supplements, and vitamins.

Labor Includes wages and fringe costs such as payroll taxes,
workers’ compensation insurance, medical insurance, union
benefits, etc. Compensation to owner-employees or partners
is not included.

Herd replacement cost Represents the difference between the actual price paid for
purchased cows (or estimated cost of self-raised cows) at the
time the cows were added to the milking herd less the sales
price received for cows disposed of. This difference is
amortized over the productive life of the cows.

Occupancy cost Includes property taxes and depreciation of buildings on
owner occupied facilities, rent paid and depreciation of
improvements on leased facilities. It does not include
interest paid on real property.

Miscellaneous cost Includes auto, truck and fuel expenses, insurance,
professional fees, quality penalties and other dairy expenses
not specifically classified in another category. 

Net income Is stated before a provision for income taxes or a return on
the dairy owner’s investment.
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OUR FIRM AND THE DAIRY INDUSTRY
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Frazer, LLP will be instrumental in providing the assistance needed to make these decisions. 

          Frazer, LLP has been associated with the dairy industry since the early 1950's.  At that time, 
many immigrants from Europe were arriving in California’s “Dairy Valley” and establishing their 
farming operations. These early dairies averaged 50 cows and the families provided most of the 
labor. Frazer, LLP’s partners, situated in “Dairy Valley,” were instrumental in the creation of federal 
and state laws to help dairymen.  We have consistently supported pro-agricultural organizations in 
their efforts to help shape policy and better the living and working environments for dairy families. 

          As development expanded in the dairy farming area, our firm helped many dairies relocate 
throughout California, and other states throughout the West and Mid-West.  Many families we are 
servicing now have their third generation stepping into the operation’s management.  We have 
grown with these families into their multiple operations, often totaling 10,000 cows or more.  Today, 
Frazer, LLP has clients in California, Arizona, Texas, New Mexico, Colorado, Idaho, Nevada, 
Oregon, Washington, Nebraska, Kansas, Wisconsin, Iowa, and South Dakota.  Also, we actively 
consult with many dairies throughout the United States.

          As we look to the future, the trend towards efficiently operated dairies will continue.  Along 
with this trend, the dairy industry is facing continued challenges in its operations, efficiency building 
efforts which are continuous, expansion and relocation activities including the ability to construct 
new dairies. The dairy industry brings many jobs to an area and allows associated businesses to 
grow and flourish.  This creates further conflict between the local communities, governments and 
the environmentalists. Dairy producers face volatility in many facets of their business.  Milk pricing 
and feed market updates can be monitored daily by producers via the CME website boards.  
Making the correct market decision with respect to milk and feed pricing are crucial to the 
successful operations of any facility.  These decisions to contract any pricing of commodities often 
carry substantial risk/reward to the producers operation.  

          As we are well through 2012,  bottom line results have been dramatically reduced when 
compared to 2011, and major issues loom for most producers in the nation. Milk and feed futures 
continue to react with volatility, and obtaining future credit has become increasingly difficult. Current 
borrowing base valuations have been reduced by most banks throughout the industry to comply 
with tougher lending standards. Milk production continues to rise and heifers are coming on line 
with incredible numbers as the impact of improved breeding, and continuous beefing of lower end 
producing cows, which started over a year ago translates now into exploding heifer programs and 
first calf herds. Dairy price stabilization programs, to be introduced with the 2012 farm bill, will head 
to congress later this year which may or may not pass all branches in their current form, and their 
eventual effectiveness to help producers remains to be seen. All of these factors require that 
producers do as much as they can to conserve resources, reduce costs, improve efficiencies, and 
make the right decisions day to day for their operations in order to insure a viable future.



NOTES
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Dairy production is shifting to larger farms; small dairy farms are exiting, and more expect to leave in the 
next decade.

Average production costs per hundredweight of milk produced fall sharply with herd size. Large dairy farms 
earn substantial profits, while most smaller operations experience economic losses.

Given the cost advantages, the shift of dairy production to large farms contributes to rising industry 
productivity and lower inflation-adjusted dairy prices.
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Dairy farming is undergoing striking changes. In the 1970s, a large dairy farm had a herd of 100

milk cows. Typically, the family operating the farm provided most of the labor and grew most of the

herd’s feed on the farm. While thousands of such farms remain in operation, their numbers, as well

as their production methods, are in sharp decline. 

During the 1970s, a different type of dairy farm began appearing in Western States such as

California. These operations were much larger, often with herds of 1,000-2,000 milk cows. Whereas

the smaller dairy farms tended to graze their cows on pasture, the new larger ones often housed

their cows in large barns or drylot feedyards. While still family owned and operated, the large farms

relied extensively on hired labor and on feed purchased off the farm. As the larger dairy farms 

prospered, milk production began to shift to Western States and smaller dairies started to go 

out of business. 
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Larger dairy farms spread rapidly in
the 1990s, taking hold in traditional dairy
regions, like the Northeast and Upper
Midwest. While only 15 dairies over 1,000
head operated in traditional areas in 1992,
this number grew to 176 over the next 10
years. Meanwhile, farm sizes continued to
grow in the Western production regions,
with farms with as many as 5,000 cows
increasingly commonplace. 

The ongoing reorganization of dairy
farming increases productivity, meaning
more milk can be produced with an equiv-
alent complement of production inputs.
This places downward pressure on farm
costs and milk prices. It also creates new
challenges for dairy and environmental
policies, especially regarding manure 
management. Recent ERS research 
documents the industry’s structural
changes and identifies their effect on pro-
duction costs. This article focuses on 
production costs for farms producing 

conventional milk. 

Dairy Farming Structure Has
Changed Rapidly

In 1992, about half of all milk cows
were on the approximately 135,000 U.S.
dairy farms operating with fewer than 100
cows. By 2006, only about 58,000 dairy
farms had fewer than 100 cows, account-
ing for less than one-quarter of all 
dairy cows. 

At the opposite end of the size contin-
uum, 560 dairy farms operated with at
least 1,000 dairy cows in 1992. Fourteen
years later, over 1,400 such farms 
accounted for 35 percent of all cows. This
trend may be accelerating, as farms with at
least 1,000 head added 4 percentage
points to their share of cow inventory in
2004-06 alone.

Larger Farms Have 
Lower Costs

Large dairy farms have significant
cost advantages over smaller operations,
and those cost advantages are a powerful
force for consolidation. Average costs of
production per hundredweight of milk fell
sharply as herd sizes increased. Large
farms with at least 1,000 milk cows had 15
percent lower dairy enterprise costs in
2005 than farms with 500-999 cows, and
25-35 percent less than farms with 200-
499 and 100-199 cows. 

Overhead costs comprise the major
cost advantage held by larger dairy enter-
prises, as these operations are able to use

capital and labor far more intensively than
smaller operations. Although most opera-
tors and their families do not pay them-
selves a cash wage for their labor, their
labor still has an opportunity cost—they
forego other money-earning activities
when they work on the farm. An estimate
of this opportunity cost is included in a
measure of overhead and full economic
costs even though the operation does not
pay an explicit labor expense. 

Costs Are Only One Side of
Financial Performance 

A complete financial evaluation looks
at net returns, or the difference between a
dairy enterprise’s gross value of produc-
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Milk production is shifting to large dairy farms
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Small conventional dairies have higher average costs, 2005

Item 1-49       50-99     100-199   200-499   500-999   1,000+

Herd size (milk cows)

Dollars per hundredweight of milk produced

Gross value of production

Operating costs

Overhead costs

     Unpaid labor

     Capital recovery

Total costs

Net returns

17.87

12.30

17.79

10.60

5.26

30.09

-12.22

17.56

12.94

12.56

6.10

4.56

25.50

-7.94

17.20

11.51

9.31

3.13

3.89

20.82

-3.62

17.25

11.31

6.61

1.34

2.55

17.92

-0.67

16.56

11.07

5.00

0.54

2.03

16.07

0.49

16.54

9.74

3.85

0.17

1.66

13.59

2.95

Source:  ERS estimates, at www.ers.usda.gov/data/costsandreturns/
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tion and total costs of production. Gross
value of production is largely milk sales
(89 percent), as well as the value of joint
products like cull cow and calf sales and
the value of manure produced. Small
farms generally realize higher gross values
of production per hundredweight of 
milk because milk prices tend to be 
higher in regions where small dairy 
farms predominate. 

Despite the price advantage held by
smaller farms, the cost advantage of larger
enterprises enables them to achieve much
higher net returns. In fact, small and mid-
size dairy enterprises (with 100-499 cows)
had negative net returns, on average, 
in 2005.

With the largest dairy enterprises pro-
viding returns that substantially exceed
total costs (including capital recovery and
the value of operators’ time), those busi-
nesses have attracted investment and are
expanding rapidly. Since the returns to
small dairy enterprises do not cover 
all of their costs, many more small 
enterprises are leaving dairy farming than 
are entering.

The evidence from net returns is also
consistent with operator plans. In a recent
USDA survey, dairy farmers were asked
how long they expected their operations
to continue producing milk. Seventy per-
cent of the farms with fewer than 50 cows
expected to end milk production within
10 years. Exit expectations fell steadily as
farm size increased, from 48 percent
among farms with 50-99 cows to 20 per-
cent of those with at least 1,000 cows. 

Many small operations will continue
producing milk. Some may be exceptional-
ly well managed or may have favorable
input or product prices that provide them
with above-average profits. Others may
venture into related profit-making oppor-
tunities, or niche markets, for higher
valued dairy products, such as organic 
dairy products (see box, “Comparing
Costs: Organic and Conventional Dairy

Enterprises”). Even though small farms
show losses on average, 25 percent of
farms with 100-199 cows realized positive
net returns in 2005. These farms earned
enough to cover all costs, including capital
replacement costs and estimated costs for
operators’ unpaid labor. Six percent of

farms with fewer than 100 head and 41
percent of farms with 200-499 head
earned positive net returns in 2005. 

Some other small and midsized oper-
ations may continue to operate, even
though net returns are negative. Net
returns drive investment decisions.

WWW.ERS.USDA.GOV/AMBERWAVES
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Financial performance improves consistently with conventional dairy
enterprise size

Percent of farms
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Source:  Analysis by USDA, Economic Research Service of 2005 Agricultural Resource Management Survey,
dairy version.  

Herd size (milk cows)

Percent ending operations by 2015

Percent covering total costs

Percent covering all costs except
capital recovery

Organic dairy production offers a promising alternative for some producers. Over 87,000
dairy cows were certified organic in 2005, up from 38,000 in 2000, and they accounted for
about 1 percent of the nationwide inventory of dairy cows.

Organic dairy costs of production tend to exceed conventional costs, in part because 
organic feed costs more than conventional feed, and in part because organic production
uses more labor and capital, per hundredweight of milk produced. On the other hand,
organic milk commands premium prices, so revenues are higher on organic operations.
Organic systems may lead to improved financial returns for some small farms: in 2005,
about 37 percent of organic operations with 50-99 cows covered all their costs, except for
capital recovery, compared with 25 percent of conventional dairy enterprises in 
that size class.

Herd size matters to organic costs, and to the future development of organic dairy 
markets. Estimated total costs, per hundredweight of milk produced, fall sharply as herd
sizes increase. In 2005, there were several very large organic dairy enterprises, with 
several thousand cows each. Current organic standards require that dairy cows have
access to pasture. Like most other large dairy farms, these large organic dairies purchased
most of their feed and tended to rely very little on pasture. Since 2005, 
USDA has decertified at least one large organic dairy farm for failing to meet pasture
requirements. Expanded organic pasture requirements will likely leave more production on
small operations, but also will lead to higher organic production costs and prices. 

Comparing Costs: Organic and Conventional 
Dairy Enterprises



Farmers are unlikely to invest capital and
labor in new farms or farm expansions
that are unlikely to cover the costs of
those commitments. But other financial
indicators may be more relevant for the
decision to continue operating an existing
farm. Operators of existing farms have
already committed their equipment and
structures, and that capital may have a
very low salvage value. Capital recovery
costs may be irrelevant to their decision to
continue operating; what matters is not
whether the value of production exceeds
total costs, but whether it exceeds all costs
except for capital recovery. Fifty percent of
farms with 100-199 cows met that finan-
cial performance standard in 2005, as did
25 percent of those with 50-99 cows and
73 percent with 200-499 cows. Operations
that cannot meet that financial standard
are more likely to close because their oper-
ators can earn a better return on their
labor from off-farm work. 

Will Large Farms Get Larger?

On average, large dairy farms exhibit
better financial performance than small.
But ongoing structural change has led to
even larger farms, with 5,000 and 10,000
cows. ERS’s financial database is not com-
prehensive enough to tell whether farms
of that size have financial advantages over
farms with 1,000 cows, but other evidence
suggests that they might. 

Specifically, patterns of expansion
among large farms changed sharply in
recent years, suggesting that the largest
farms might have further cost advantages.
Between 1992 and 1997, most capacity
expansion at large farms occurred in farms
with 1,000-3,000 head. But after 1997,
most new capacity at large dairy farms was
added on farms with more than 3,000
head, with some going to operations with
over 10,000 head. Operators may have dis-
covered ways to more effectively manage
much larger dairy farms in recent years,
and the bulk of new large farm investment
appears directed at those much larger
farms. In turn, those investments may
place even greater cost pressures on
smaller operations.

Structural Change Has 
Market, Environmental, and 
Policy Impacts

The improved efficiency of large
farms frees resources for other uses and
exerts downward pressure on milk prices.
While the prices that dairy farmers pay for
inputs like feed has continued to increase,
efficiency improvements in dairy produc-
tion have kept farm-level milk prices from
rising. USDA’s index of prices paid for live-
stock inputs rose by 43 percent between
1992 and 2006. While farm-level milk
prices fluctuated over the same period,
they showed very little trend. That 
performance reflects steady improve-
ments in genetics, feed formulation,
equipment design, and management, as
well as a shift of production from smaller
to larger farms.

The average farm-level milk price in
2005 was $15.14 per hundredweight.
Prices fell to $12.90 in 2006, before rising
to $20 in June 2007. Higher prices in 2007
were driven by ethanol-fueled increases in
feed prices and by greater world demand
for dry dairy products. However, the cost
relationships outlined in this article have
not been fundamentally altered. Larger
operations still have substantial cost
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New dairy investment shifts to very large farms
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advantages, and shifts of production to
larger enterprises will place downward
pressure on industry-wide costs and
prices, thus offsetting some of the 
impact of any long-term increases in 
feed expenses.

While structural change has led to
improved efficiency and lower milk prices,
it also concentrates milk cows and their
manure onto a smaller land base. Large
farms operate less land per cow, heighten-
ing the risk of environmental damages
from manure nutrients being applied
beyond the capacity of crops to assimilate
them. In response to structural change in
livestock and poultry production, State
and Federal regulators have promulgated
sets of regulations to guide manure and
wastewater management in large confined
animal feeding operations (CAFOs),
including large dairy farms. At present,
the costs of conforming to such regulation
at large dairies appear unlikely to offset
the production cost advantages held by
those operations, so structural change will
likely continue.

Structural change can also complicate
the effects of dairy policy. Traditionally,
dairy policies have been designed to
improve farm operator incomes by influ-
encing the prices that producers receive
for their milk. For example, price support
programs were designed to raise the mini-
mum prices received by all producers—

regardless of herd size. But with wide dis-
parities in production costs, prices that
might cover costs for midsize farms would
yield large profits, and very strong 
expansion incentives for large dairies. 

Congress introduced counter-cyclical
payments in the 2002 farm bill under the
Milk Income Loss Contract (MILC) pro-
gram (extended with some modifications
in 2005), under which farmers can receive
direct payments in months when market
prices fall below a targeted level. Payments
are restricted to the first 2.4 million
pounds of production on a farm, the
approximate annual amount that a farm
with about 120 cows (at 2006 average milk
yields) can produce in a year. 

Payments under the program com-
mence when milk prices fall below a refer-
ence level, and increase, although not dol-
lar for dollar, as prices fall further. The
payments cushion producers against price
declines and provide stronger revenue
support during periods of low prices to
small operations and to regions where
such farms predominate. This may help
some small producers cover their operat-
ing costs during market downswings and
avoid closure. Still, given the powerful
cost advantages of large dairies, the 
payments have not counteracted the 
pronounced shift of production to 

larger farms.
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Capacity reached the limit at several milk processing 
plants this spring.  

Bonus Content

Utah Producer Speaks Out

Production Overload
MAY 29, 2012

By: Catherine Merlo, Dairy Today Western and Online Editor 

Western processors implement supply control 
programs

What do you do with an extra 5.7 billion pounds of 
milk?

That’s what the U.S. dairy industry has wrestled with 
this year as the nation’s dairies churn out a record 
volume of milk. USDA’s projected 201.9 billion pounds 
of milk for 2012 means the nation will produce 5.7 
billion pounds, or 5.2%, more than last year.

To curb the flood of milk that has filled many plants to 
capacity, several dairy processors implemented supply 
control programs or cut volume premiums this spring.

"Normally there’s more capacity in the Midwest, but 
this year, plants are full all over," says Robin Schmahl, dairy marketing 
specialist with AgDairy LLC in Wisconsin.

The Idaho Dairymen’s Association reported in April that milk from 
California had been "hitting the road and traveling as far as Iowa looking 
for a home."

"Plants in the Upper Midwest are full because of milk shipments from 
California and Idaho," says Bob LeFebvre of Minnesota Milk Producers 
Association.

In California, where the situation has been particularly acute—March 2012 
output alone rose 221 million pounds over year-earlier levels—Land O’Lakes took unusual action. Rather 
than ship its excess California milk elsewhere and accept heavy discounts from other processors, it 
implemented a three-option plan to cut production among its 235 Golden State members, says Tom 
Barcellos, a Central California dairy producer and Land O’Lakes delegate.

The effort, which took effect on April 1, extends to June 30. The goal? To reduce daily milk flow into 
Land O’Lakes’ Tulare, Calif., plant by more than 1.1 million pounds.

One option gave members a premium of 30¢ per cwt. if they reduced their modified temporary base by 
6%. That reduced daily milk receipts by 285,000 lb. A second option, which offered an incentive to 
terminate membership, resulted in Land O’Lakes buying out 17 dairies in Tulare and Kings Counties and 
cutting the milk flow by 765,000 lb., Barcellos says. Under the third option, members could abide by their 
March 1 modified base rate and face a penalty of $10 per cwt. on anything over that production amount.
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Land O’Lakes has reduced daily milk flow into its 
Tulare, Calif., plant by more than 1.1 million pounds.

In March, California Dairies Inc. (CDI), the state’s largest dairy processing co-op, sent notices urging 
members to abide by its internal supply program, in place since 2008.

Producers were reminded they faced over-base charges if they exceeded their allotted CDI production 
base. Dairy Farmers of America has also put curbs on members’ milk output in Utah.

Increased volume from its members helped fill United Dairymen of Arizona’s (UDA) Tempe plant "to very 
efficient levels," says CEO Keith Murfield. "Normally, we can handle 200 million pounds of outside milk a 
year, but this year we’ll only be able to help on a limited scale."

The heavy U.S. milk supply is largely due to the mild 
winter, an earlier-than-normal spring flush among 
herds and high per-cow output. Worsening the West’s 
strained processing capacity was the closure of a dryer 
at a Darigold powder plant in Lynden, Wash., after a 
February explosion. That forced the Northwest dairy 
co-op to cut operations by 50%. The dryer, one of two 
at the plant, won’t be operational until spring 2013.

Even before the Lynden plant explosion, Darigold’s 
parent co-op, Northwest Dairy Association (NDA), had 
implemented in January a "wildly unpopular" interim 
production management program, says Jeremy Visser, 
an NDA board member who operates five dairies in 
Washington.

NDA normally receives 7.2 billion pounds of milk 
annually from its 550 members. Recently, NDA’s 

milk receipts rose to 8 billion pounds for its fiscal year, which ended in March.

Initially, NDA’s interim program penalized producers $1.50 per cwt. for delivering up to 1.5% above their 
base amount. If they went over 1.5%, they were fined $5 per cwt. But by late April, NDA "couldn’t ship 
the additional milk to anyone else because of the steep discounts," Visser says.

Pressured by the Lynden dryer closure and continuing milk surplus, NDA intensified its penalties. In what 
the Seattle-based co-op says was an "unavoidable and difficult" decision, it announced to members that, 
during June and July, they will be assessed 100% of the value of any milk that exceeds their base limit.

"Members are angry at the board because we didn’t see it coming," Visser says.

Struggling like many producers with this year’s price downturn, Visser supports NDA’s move. "The market 
is sending a strong economic message that we can’t process all this milk," he says. "I’m hopeful this 
[program] will shorten the down period."

Reaction to the supply control options among Land O’Lakes’ California members, Barcellos says, has 
ranged from anger and frustration over the harsh limits imposed with less than a month’s notice to 
acceptance and understanding that the controls were needed.

CDI officials say their internal supply management program helped the co-op avoid tough penalties. "CDI’s 
program was controversial when it was implemented in April 2008, but today members are thankful it’s in 
place," says Marie teVelde, the co-op’s communications director. "So far this year, CDI has been able to 
handle all its members’ milk and hasn’t imposed any penalties on members."

The co-op last fall anticipated the ramp-up in milk production and worked to improve the efficiency of its 
six California plants, notes John Azevedo, CDI’s first vice chairman. CDI did not ship milk out of state for 
processing, he adds, and its plants ran "flawlessly."
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Log In or Sign Up to comment

"Production is down to below 50 million pounds of milk per day. It was as high as 51 million pounds," says 
Azevedo, a Patterson, Calif., dairy producer. "The worst is over."

But for how long? Utah dairy producer John Nye says U.S. dairy producers "must have a growth 
management [plan] in place or the race to the bottom will continue." UDA’s Murfield thinks the proposed 
Dairy Security Act, with its voluntary margin protection and supply management provisions, may now 
appeal to more producers. Schmahl, on the other hand, says, "If we limit production, we’ll limit our share 
in the world market." Whatever the impact of 2012’s production overload, it isn’t likely to end the debate 
about a lasting cure anytime soon.
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Dairy Institute Brief – Attachment 7 

 

Overall Rankings - 2011 

 We scored all 50 states on 43 measures of competitiveness developed with input from business groups including the National Association of 
Manufacturers and the Council on Competitiveness. States received points based on their rankings in each metric. Then, we separated those 
metrics into ten broad categories, weighting the categories based on how frequently they are cited in state economic development marketing 
materials. That way, our study ranks the states based on the criteria they use to sell themselves.  
 
Here are the ten categories ranked in our study: 

 - Cost of Doing Business                           - Technology & Innovation                  
 - Workforce    - Education 
 - Quality of Life        - Business Friendliness 
- Economy             - Access to Capital 
- Transportation & Infrastructure      - Cost of Living 

http://www.cnbc.com/id/41666602 

Cost of Doing Business – 2011 
 
Cost is a major consideration when a company chooses a state. We looked at the tax burden, including individual income and property taxes, as 
well as business taxes, particularly as they apply to new investments. Utility costs can add up to a huge expense for business, and they vary 
widely by state. We also looked at the cost of wages, as well as rental costs for office and industrial space (rental cost information furnished by 
CoStar Group). 

Business Friendliness - 2011 

Regulation and litigation are the bane of business. Sure, some of each is inevitable. But we graded the states on the perceived “friendliness” of 
their legal and regulatory frameworks to business.  

http://www.cnbc.com/id/41666606/
http://www.cnbc.com/id/41666599/
http://www.cnbc.com/id/41666597/
http://www.cnbc.com/id/41666603/
http://www.cnbc.com/id/41666600/
http://www.cnbc.com/id/41666607/
http://www.cnbc.com/id/41666607/
http://www.cnbc.com/id/41666604/
http://www.cnbc.com/id/41666608/
http://www.cnbc.com/id/41666608/
http://www.cnbc.com/id/41666598/
http://www.cnbc.com/id/41666605/
http://www.cnbc.com/id/41666602


 

 

Overall State 
Cost of 
Business 

Workforce Quality of Life Economy 

Infrastructure 
& Transp. 

Technology & 
Innovation 

Education 

Business 
Friendliness 

Access to 
Capital 

Cost of Living 

1 Virginia 21 12 26 8 10 11 6 2 10 24 

2 Texas 33 14 32 14 1 4 27 18 4 5 

3 North Carolina 9 3 33 41 3 12 18 11 11 22 

4 Georgia 18 4 38 35 2 17 22 16 13 9 

5 Colorado 30 7 7 26 26 14 30 6 15 33 

6 Massachusetts 41 31 10 15 29 3 4 15 2 41 

7 Minnesota 23 36 8 27 15 16 10 20 16 33 

8 Utah 12 8 14 16 33 25 46 4 23 17 

9 Iowa 1 21 18 5 37 28 15 11 35 14 

10 Nebraska 17 17 12 5 31 35 20 5 35 6 

11 Kansas 27 13 26 16 19 30 24 14 28 7 

12 Pennsylvania 27 43 29 19 13 7 8 33 7 31 

13(t) North Dakota 20 24 9 1 28 48 23 9 35 19 

13(t) South Dakota 7 15 5 11 42 49 20 3 35 26 

15 Indiana 8 41 40 30 21 22 12 10 14 15 

16 Missouri 3 33 34 29 9 23 17 25 22 8 

http://www.cnbc.com/id/41666602
http://www.cnbc.com/id/41666606
http://www.cnbc.com/id/41666606
http://www.cnbc.com/id/41666597
http://www.cnbc.com/id/41666600
http://www.cnbc.com/id/41666604
http://www.cnbc.com/id/41666598
http://www.cnbc.com/id/41666598
http://www.cnbc.com/id/41666599
http://www.cnbc.com/id/41666599
http://www.cnbc.com/id/41666603
http://www.cnbc.com/id/41666607
http://www.cnbc.com/id/41666607
http://www.cnbc.com/id/41666608
http://www.cnbc.com/id/41666608
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17 New Hampshire 37 40 2 10 45 29 7 6 20 40 

18(t) Florida 40 2 31 47 8 13 35 26 9 25 

18(t) Tennessee 19 9 47 46 5 24 43 8 26 2 

20 Washington 43 26 13 32 18 5 14 31 8 37 

21 Wyoming 34 11 4 2 38 50 18 21 35 27 

22 Illinois 24 45 28 32 6 6 29 36 5 20 

23 Ohio 5 50 42 24 4 15 13 42 21 13 

24 Arizona 38 1 35 44 10 18 49 13 18 36 

25 Wisconsin 13 46 19 22 22 21 15 28 27 23 

26 New York 48 49 23 20 14 2 1 36 3 45 

27 Oregon 9 33 20 48 16 20 37 23 19 38 

28 Oklahoma 6 22 37 4 35 37 42 24 24 3 

29 Maryland 39 38 30 12 39 10 11 18 12 44 

30 New Jersey 43 32 16 42 23 8 2 41 6 46 

31 Idaho 11 5 16 38 36 39 45 22 35 12 

32 California 47 29 22 30 7 1 36 50 1 48 

32 Arkansas 1 10 45 9 40 44 31 44 35 4 

34 Michigan 27 41 35 36 10 8 34 36 31 18 

35 Kentucky 4 22 46 36 16 36 32 36 34 1 
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36 Delaware 31 19 48 22 40 32 26 1 35 35 

37 South Carolina 14 6 42 49 19 26 46 29 35 28 

38 Montana 25 30 15 7 34 46 28 46 35 30 

39 Connecticut 45 33 11 44 43 19 3 40 17 47 

40 Maine 26 44 6 34 48 40 9 32 30 39 

41 Alabama 16 16 49 39 24 33 44 29 35 11 

42 Louisiana 22 25 50 28 26 34 33 26 35 21 

43 New Mexico 36 28 24 25 30 31 39 46 25 29 

44 Vermont 42 37 3 21 49 40 4 34 32 42 

45 Nevada 35 18 44 50 25 37 50 17 29 32 

46 West Virginia 15 39 38 13 44 47 38 49 35 16 

47 Mississippi 31 20 41 39 32 45 48 45 35 10 

48 Hawaii 50 47 1 16 46 42 40 43 33 50 

49 Alaska 49 48 21 3 47 43 41 34 35 49 

50 Rhode Island 46 26 24 42 49 27 24 48 35 43 
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