This document is made available electronically by the Minnesota Legislative Reference Library
as part of an ongoing digital archiving project. http://www.leg.state.mn.us/Irl/Irl.asp

v 2014 Dairy Development
[ and Profitability
jaxeiiil Enhancement

David Weinand, 651-201-6646
of Agriculture 625 Robert St. N., St. Paul, MN 55155
www.mda.state.mn.us

Minnesota Department



http://www.mda.state.mn.us
reedp
Regular Stamp


Table of Contents

Executive Summary .. ....... ... ... ... 3
Introduction . ........ ... ... o i 3
Background . .......... ... 4
Dairy Business Planning Grants. .. ........... 9
Benchmarks............. ... ... ... ... 9
QualityCount$ . .. ... 10
Appendix A . ... 11
AppendixB ....... ... i 12
Appendix C ... ... . 13

Pursuant to Minn. Stat. § 3.197, the cost of preparing this report was approximately $__1000

In accordance with the Americans with Disabilities Act, this information is available in alternative forms of communication
upon request by calling 651-201-6000. TTY users can call the Minnesota Relay Service at 711. The MDA is an equal
opportunity employer and provider.



3

Executive Summary
The Dairy Development and Profitability Enhancement Program has two primary components:
1. Dairy Profit Teams

¢ Based on 2013 farm records analysis, these teams produced a $13,583,138 return on the state’s investment, resulting
in a $29.5 return for every grant dollar spent.

¢ Significant returns like this occurred through cost savings (reduction of feed, interest or labor expense, etc.), increased
herd size and increased profitability (increased milk production, improved milk quality, improved health and other
management factors).

¢ |n addition, the program has received in-kind contributions from the dairy industry totaling $644,187.
2. Dairy Business Planning Grants

e The Dairy Business Planning Grants Program assists producers in positioning themselves for the future. This grant
covers 50 percent of the cost of developing a business plan, up to a maximum of $3,000.

e A number of producers are exploring expanding their herds, while others are investigating transferring the operation to
the next generation, managing debt or investing in feedlot improvements for environmental protection.

Introduction

The Dairy Profit Team Grant Program began as a pilot program in 1996. The program was then funded by a biennial
appropriation of $1 million. The program expanded in 1997 to five regional groups and one statewide organization. The 2003
Legislature appropriated $2 million for the 2004/05 biennium to increase dairy diagnostic efforts and to provide grants to
individual farmers for dairy business planning and modernization. For fiscal year 2014, a total of $460,000 was granted to the
program partners.

Dairy Development and Profitability
Enhancement Team

Dairy Producer

Extension Londer
Educator
MnSCU Farm -
Business Mgmt. Nutritionist
S ful
L_JCCGSS » Milk Processor
Dairy Farmer
Al Technician Veterinarian

The above chart shows an example of a Dairy Profit Team. Each team is comprised of people with varying backgrounds

and expertise. They work with the farm family to evaluate the current farm operation and future objectives. The team makes
recommendations and lists priorities to help the family meet those objectives. The team can also help the farmer redirect
resources to meet the objectives. Some recommendations may take longer than others to implement. No two farms are
exactly the same, just as no two teams’ recommendations are exactly the same. The issues may be similar, but the means for
resolving the issues may be very different.

The following is a short progress report on the activities of the grant recipients.
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Background
Minnesota Dairy Initiative (MDI)

The MDI is a producer-led initiative to coordinate a comprehensive approach to the delivery of on-farm services to
Minnesota’s dairy farmers through the Dairy Development and Profitability Enhancement Program (DDPE).

The MDI is a federation of six regional partners, Sustainable Farming Association (SFA), and several affiliated organizations,
including the Minnesota Department of Agriculture (MDA), Minnesota Milk Producers Association (MMPA), the University of
Minnesota, Minnesota State Colleges and Universities (MnSCU) through Farm Business Management and other industry groups.

Distribution of Fiscal Year 2014 Dairy Team Grant

Sust. Farming Morthwest,
Assn., $30,580.00
$23,782.00

West Central,

61,254.00
Southeast, L

$91,927.00

Central,
$139,917.00

The Program Partners

Statewide, 300 dairy farms representing 57,582 cows (8 percent of farms and 12 percent of the cows respectfully) participated
in the program in FY 2014. Of this total, 283 farmers were enrolled in the six regional groups with the remaining 17 dairy
producers working with the Sustainable Farming Association. In addition, there were 9,638 farms that participated in
educational programs conducted and led by the Minnesota Dairy Initiative programs (MDI), including organic transition
workshops, milker trainings, barn tours, etc. The program is limited to a three-year involvement with the team, but farmers can
reapply if they need the team to assist them in their next phase of management.

West Central Dairy Profit Teams

¢ West Central teams worked with 51 participant herds in 2014 (6,083 cows).
Estimated in-kind contributions for this region are $14,000.

In addition there were 128 other farms not enrolled within the program that received educational information from the
program through workshops and seminars.

The economic impact of the program was $160,600.

West Central is working with farms to incorporate cover crops to improve the soil health and soil fertility. Some early
adopters have bought their own no till drills. Dr. Terry Van Dyke is working to find and recommend cures for stray
voltage on farms. Feed prices are down and milk prices are up allowing for milk producers to catch up financially.

West Central Team Testimonials/Observations:

Nate Walters, Pope County
Nate Walters is getting an additional 7 Ibs. of milk per cow after having his farm checked for stray voltage.
A field day was held at his farm and was well attended.
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Martin Primus, Todd County
MDI has helped increase milk production in two ways. A. was with improvements in my hay fields and pastures
because of my no till drill. B. found and fixed stray voltage.

Michael Guck, Ottertail County
MDI helps with the farm business management, it helps with the soil testing and helps with a variety of
other things.

Northwest Dairy Profit Teams

e There were 17 farms enrolled in this region in 2014 (1,830) cows.
e Estimated in-kind contributions for this region are $22,440.00.

e Coming up with a specified economic impact is always a difficult item to pin down. | believe all of the dairy farms
are better off financially by participating in the Dairy Initiative Program. Based on the 17 Northwest dairy farms that
participated in the program this past year, their dairy enterprise analysis showed an average of $4,062 of milk sales per
cow. Total cow numbers for these farms was 1,830. This equates to more than $7.4 million dollars in milk sales. With
102 dairies in the Northwest Region and more than 7,000 cows, figuring a similar return per cow, total milk sales from
the Northwest area should have approached $29 million. With the dairies most of this income is spent in the local and
regional economy. That is a sizeable amount of money to be circulated in our sparsely populated area of the state.

Net return per Dairy Cow NW § 488 State wide $ 295
Total Expenses per Cow $3,584 $4,088
Feed Cost per Cow $2,167 $2,380

e This region has sponsored several educational events including milk quality, developing grazing and feeding plans,
development of business plans, work agreements and cash flows, in addition to meetings on robotic milking, cost
sharing equipment, energy issues and facilities and cow comfort which resulted in an additional 151 farms impacted.

e The dairy industry had a rebound year in 2013-14. A swing in feed prices has made a huge impact in returning
profitability to the dairy industry. Record high corn and forage prices drove profits down to a barely break-even scenario
in the prior two years. MNSCU Farm Business Management data for 2013 shows profit per cow of less than $300 per
cow and less than $100 per cow when applying a labor and management charge. 2014 data appears to shows that
profit per cow should be approaching the $1,000 per cow and $800 per cow after applying a labor and management
charge.

Northwest Team Testimonials/Observations:

Joe Neft, Beltrami County
Please do everything you can to keep the Dairy Profit Team program continuing and keeping Farm Business
Management involved in the NW DPT program.

Mr. Schafer, Roseau County
The Dairy Initiative program helps us to understand our farms financial position and to know our cost of
production for milk. Our lender really appreciates getting that information.

Mr. Steinmetz, Mahnomen County
We expanded the herd to include three new robotic milkers, we have been looking for ways to improve efficiency
and ultimately produce more milk per cow, per day.

Mrs. Steinmetz, Mahnomen County
| saw the success that my parents have received as they expanded their dairy herd with robotic technology.

Mr. Weidenborner, Beltrami County
With the help of the diagnostic teams we have been able to transition the dairy operation to the next generation.

Dairy Profitability Enhancement Program (DPEP)

e Forty farms, (with a total of 16,666 cattle and goats) were enrolled with DPEP in 2014.
e One hundred thirty-eight industry professionals donate their valuable time to the dairy producers enrolled in the
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Dairy Profitability Enhancement Program (DPEP). The majority of these professionals serve on multiple teams. They
participate in an average of 3.4 meetings per farm per year. This is equivalent to $149,047.50 of in-kind contributions to
the dairy industry in the DPEP region.

e DPEP also had 229 farms touched through educational programs, workshops, etc.

¢ DPEP estimates the economic impact of their program is approximately $1,521,828.

e Additionally, some DPEP farms have made reinvestments in their operations by adding or updating facilities. Some
of these updates include new freestall barns, robots, and parlor renovations. These investments total approximately
$550,000.

Dairy Enhancement Program Testimonials and Observations:

Jon Moulton, Chisago County
For our dairy, we have set goals and the DPEP is making us accountable. We can discuss more issues more in-
depth. For us that is good!!

Wade Thaemert, Carver County
I like that everybody puts ideas on the table and we can see what will work for us.

Bob Schuft, Sibley County
DPEP keeps everyone | work with on the same page, including my wife.

Keith Root, Waseca County
DPEP helps me keep up on things | may otherwise let slide. | appreciate all the members of my team taking time
for my meetings. It’s a good way to bounce things off each other.

Central Dairy Profit Teams

Ninety four farms in this region worked with this program in 2014. (10,826 dairy cows and dairy goats). There have been 365
new animals added due to expansion within this region. Seven of this year’s participants were first time enrollees and three
were new start up dairies.

¢ Estimated in-kind contributions are $338,400.00 (5,640 hours of Volunteer Time)

e Estimated economic impact of their program is $ 9,221,445 which includes the economic impact of added cows,
positive changes in new returns per cow of farms enrolled versus those that are not and reduced feed costs.

e Teams focused on increasing cow numbers, low cost expansion and remodeling, beginning farmers, improved record
keeping skills, increasing milk production, improved milk quality, farm transfers, robotics, stray voltage and water
issues.

e (Central teams also promoted other educational events including seminars and Summer Farm tours. An additional 5,545
farms were impacted by the program.

Central Team Testimonials/Observations:

Producer from Crow Wing County
This program believed in our stray voltage problem when others doubted. And for that we are forever grateful.

Producer from Aitkin County
This program is a good way to get information to help make sound business decisions. They also have helped us
make our dairy more time efficient.

Producer from Cass County
The program has helped me continue farming; it has provided more option and has helped with feedlot upgrade.

Agri-Business from Stearns County
This program has kept many of our farms in business, the team approach brings many options to the table.

Agri-Business from Mcleod County

This program is one of the easiest to work with, you deal with the current problems, and the team helps the
producer sometimes see the big problem at the table without offending them.
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Agri-Business from Kandiyohi County
Options is what | see every time a team sits down at a kitchen table, many different options on how to make life
better for each farm.

Agri-Business from Ottertail County
This is a very informational program for producers and team members. | have been a part of many teams, and to
see the success of the team approach on each farm is incredible!

Sustainable Farming Association (SFA)

SFA worked with 17 producers (875 cows/goats) as they explored converting their operations to grazing and/or organic
production. The SFA also sponsors educational workshops, seminars and field tours across the state to be a resource
to producers about organic management. More than 625 participants attended these events.

SFA provided statewide networking for dairy grazing, organic production and marketing information.

Estimated economic impact $100,000

Estimated in-kind income $8,750.

SFA assists the dairy farm family toward meeting its goals by identifying and utilizing mentors and specialists with

experience in grass-based and/or organic dairy methods, networks with other dairy farmers and develops additional
value added options.

Startup and farm transition

There are a number of inquiries into starting up a dairy. Many are existing farms that would like to add dairy as an enterprise.
Huge financial investments and high debt ratios make many of these inquires very risky. The farm transfer website has been a
vehicle to facilitate connecting farms looking to enter and those exploring exiting farming.

SFA Testimonials/Observations:

Douglas County

Pasture improvements: 20 percent more forage/year. Herd expansion of 2-3 cows (smallacreage seasonal
homestead cheese operation). 3# cheese /cow/day @$8/pound = $24/cow/day. $24x210 days in milk x 2 cows =
$10,000/year additional income.

Wadena County

Custom grazing dairy heifers. About 60 yearling dairy heifers grazing complexcover crop mix. Saving dairy
producer about $0.30/heifer/day in feed cost for about 6 months (60 x .30 x 180 days = $3,240 savings). Custom
grazier getting about 378,000 #’s or 189 tons (60 head x 35# manure/heifer/day x 180 days) manure distributed
for organic crop on 105 acres plus increased soil health.

Kandiyohi County

New organic dairy start-up. Building milking parlor. When completed will add 32 jersey cows. 32 cows x 10,000
#'s RHA (organic) = 3,200 cwt. 3,200 cwt x $30/cwt =$96,000 estimated gross income off milk. Additional income
from cull cows and bull calf sales.

Southwest Dairy Profit Teams

Twenty nine farms were enrolled in the program in 2014 with a total of 4,348 dairy cow and dairy goat operations.
Estimated in-kind contributions are $47,250.

Estimated economic impact of their program is $1,662,225.30.

This region partnered and hosted a number of workshops; the total of educational contacts is estimated at 313 for the
past year.

The Southwest Minnesota Dairy Profit Group advisory board feels it is important to try to help any dairy in any way we
can or at least try. Our goal is, “Leave No Farm Left Behind”. We try to be a resource for farms we do not work with
on a regular basis; to find answers to questions, get resources, or connect them with someone who can answer their

questions or help them with a certain situation. We find this is a good recruiting tool. Some of these farms later come to
be a farm that forms a team.

| want to quote my statements from last year’s report, “Agriculture is subject to the whims of politicians as well. It bears
watching closely what happens in Washington to the talks on and final outcome of the farm bill. There is a dangerous
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precedent occurring there that affects the whole economy and how people interact in the market.” Thank you for a
farm bill with a Dairy program that actually seems to have had a lot of thought put into it and makes a sincere effort to
provide a helping hand when and where it may be needed.

e What does this hold for the Dairy Industry? Looking ahead to 2015 we should see something similar to 2014. There can
always be a history changing event to throw a monkey wrench into things, but this dairy program would fill some of the
gaps that sort of thing would create. With a better safety net in place | am somewhat optimistic for 2015.

e Minnesota could soon experience a rebound in dairy cattle numbers if we become more responsive to the challenges
of permitting and overcome what is perhaps more of a social stigma of the “not in my back yard phenomena.” Perhaps
my faith in politicians is over exaggerated but this too could happen! The dairy industry needs a strong sense of
support from all in our state as this industry competes across this country. Other forces such as water concerns could
set the table for a cattle drive headed to Minnesota.

Southwest Team Testimonials/Observations:

Luke Olson, SisBro Dairy, Martin County

I have been with the southwest dairy profit group since 2009 and have had nothing but good things coming

from being in it. The group benefits me in so many ways, like having my lenders on my team make it easy to
communicate with them about what is happening on the dairy. They in turn have learned to trust my decisions
when problems arise and | in turn have learned to use their knowledge to better run my business. Having Heidli

as our coordinator has been more beneficial then she might know. She organizes the meeting, helps keep

them flowing as well. She brings to the dairy knowledge of grants, ideas, people, and other things that help my
business to overcome problems that pop up and to thrive. When you have a team that is working together for
your business, the business will succeed far better than doing it on your own. That is why | enjoy working with the
SW Minnesota dairy profit group.

Paul Lanoue, Instructor MN West Farm Business Management, Marshall, MN

I genuinely appreciate the efforts of the SW Dairy Initiative. Not only have they helped identify farmers who could
use assistance in calculating financial benchmarks but have provided technical and production insight that allows
our farms to grow and prosper. By teaming up local professionals to identify strengths and areas of growth
potential opportunities,we have been able to navigate difficult times and make plans for business growth and
transition. Both our services complement each other to strengthen the dairy industry in SW Minnesota.

Southeast Dairy Profit Teams

e 52 farms (with a total of 16,954 cows) enrolled in the dairy profitability program in 2014.
¢ Estimated in-kind contributions are $ 78,300.

e Estimated economic impact of the program is $ 240,000.

e 2,647 farms also participated in educational workshops and events within the region.

Dairy farming in SE Minnesota was greatly improved from 2013. We had a much improved cropping year with most hay
surviving the 2013 winter, as opposed to 2012 winter when much of the hay saw winter kill leaving many producers without
first or second crop hay. This resulted in many crop trials with a variety of forages seeded and fed. As a result, poorer forages
and scramble diets were in effect until the completion of first crop hay in late May and early June. Following the improved
feed quality, we saw both improved milk production and prices, which began a positive cash flow for most producers in the
SE Minnesota area.

Southeast Team Testimonials/Observations:

Doug Heintz

Our dairy initiatives team has been instrumental in our farm’s success. | look forward to our quarterly meetings
to bounce different ideas off our team of professionals. They have so much experience in so many diverse areas.
These meetings are essential in developing our farm business management goals.

Jaime Wolf

Our MDI team and the farm management program has supported me and helped enable me to purchase the 180
cow herd from my previous employer. | was the herdsman, until | purchased the herd in the spring of 2014. We
were also a recipient of the Livestock Improvement Grant by the MDA. These two (MDI Team and Grant) have
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provided me the support to own my own herd. This is not something that | would have been able to do without
the folks that implement these programs and support me in my day to day operation.

Dairy Business Planning Grants

The Dairy Business Planning Grants Program granted $ 30,300 to producers exploring making some changes to their
operations in fiscal year 2014. The grants are capped at $3,000/producer with a requirement of a one-to-one match by the
applicant. A number of the producers are considering expansion, while others are improving their environmental stewardship
or refinancing their debt or transferring the operation to the next generation. There have been 1 of the 12 farms tested their
farms for stray voltage and then determined the best route to eliminate it from their farm. The end result of the Dairy Business
Planning Grant must be a business plan that thoroughly explores making that change.

If only 75 percent of all grant recipients who were exploring expansion over the past year decided to go forward with their
plans, there would be an additional 787 cows added to the state at a modest production (18,000 Ibs./cow) and conservative
milk price ($12/cwt) $ 1,699,920 of gross income will be added to the economy of rural Minnesota. In addition, this will result
in an additional 15 jobs if one assumes 50 cows/FTE. Appendix C is a map of the 12 producers who applied for and received
dairy business planning grants in fiscal year 2014.

Benchmarks

Despite the belief that the size of a herd and milk production is a predetermined factor or benchmark to the profitability

of a dairy enterprise, figures from the 2010-2014 Minnesota State Colleges and University (MnSCU) Farm Business
Management Records indicate that a well managed small farm carrying a small debt load can provide a satisfactory level of
income for a family. Efficient use of available resources, maintenance of a healthy herd, a base level of $19/cwt of milk and the
use of DHIA (or similar) records will in combination generate profits to the dairy enterprise.

While benchmarks are a way to draw a line in the sand as it relates to achieving a certain level of profitability, these cannot be
standalone numbers, but can be used as a guide in total. Interest rates, milk marketing conditions, weather, debt load, supply
and demand for energy as well as feed supplements and transitional stage of the herd as well as herd health are all variables
that can affect the outcome of any given year. In 2014 the average dairy cow made $2.74/day due to the higher milk price,
2013 most herds broke even and in 2013 the average herd enrolled in Farm Business Management produced a profit of $.23/
day/cow. Despite the fact that 2014 was a profitable year for the average dairy the projected milk prices for 2015 are not as
lucrative.

Hired Labor <$207/cow
Total Interest Expense <$93/cow
Total Direct Expense <$14/cwt
Milk Produced +22,500/cow
Cull Rate 29%
Turnover Rate 37%
Somatic Cell Count <300,000
Percent of barn capacity 109%
Feed Cost/cwt <$9.44
Debt per cow <$3000
Labor hours per cow <41
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Quality Count$

Quality Count$ was an initiative designed to help increase dairy farmers profitability and milk quality by decreasing their herd
somatic cell counts. Quality Count$ is an initiative that came about thanks to a unique partnership among Minnesota’s public and
private dairy organizations (University of Minnesota Extension Service, MDA, Minnesota Dairy Initiative Teams as well as Farm
Business Management Instructors and Minnesota’s dairy processors) worked together to reduce Somatic Cell Counts to below
300,000.

For calendar 2014, Minnesota’s average herd SCC was 235,000, 234,000 for 2013, 240,000 for 2012, 266,000 for 2011, 294,000
for 2010, 297,000 for 2009, 321,000 for 2008, 347,000 for 2007, 357,000 for 2006, 366,000 for 2005, 362,000 for 2004, 397,000
for 2003, and 420,000 for 2002.

Bruce Dokkebakken,of MN DHIA, has been very helpful in tracking SCC as a measure of milk quality of farms within DHIA.

SCC Trends by Year
450,000 |
400,000 -

350,000 1

200,000 1

250,000 +

m.ma.h.l:“.h.m.mr.dm_M.W.w.w.h.m
- 2002 402535 | 401457 | 406,514 | 412041 | 307,580 | 402814 | 465265 | 400000 | 450841 | 416,004 | 305,146 | 300818
——2000, 350476 | 3B 083 | MM0J57 | M4TB06 | 347800 | 366,391 | A2 264 | 413,445 | 385529 | 353870 | 324,040 | 317,788 |
—=-2000 317,585 | 320,515 | 303681 | 205667 | 261821 | 286423 | 311,578 | 315,650 | 317,904 | 265379 | 270.010 | 266535
——2011] 283,645 | 278,638 | 208275 | 260.737 | 264880 | 278,962 | 310.533 | 335,062 | 300,578 | 268.213 | 245405 | 241,318
==2012 243,041 | 242,154 | 246,198 | 240.328 | 240513 261,612 | 206627 | 297,500 267473 | 230028 | 230008 | 224053
==2013 241138 | 48580 XM | M24TH | 243885 258318 : ZET 4 | 283000 | 283175 -_2‘5-2‘.3?0 IR IR
— 2014 23703 | 245054 | 250817 | 243.795 | 245021 | 261504 | 205374 | 285100 | 200846 | 242783 | 233.141 | 242048
_—21'.'!!5_ 22811 | 4218 | MATER | 250415 | 2408142 | 253353 | I 000 | |

(Source MN DHIA, 8/15)
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Appendix A

Dairy Development Profitability and Enhancement Teams and Regions
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300 teams across the state in FY 2014
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Appendix B

MDA FY 2014 Dairy Business Planning Grants

i
ERERGLL
iR
e
B e el T
INEEEERER

12 Dairy Business Planning Grants distriubuted $33,292
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Appendix C

Laws 1997, Chapter 216, Section 7, Subdivision 2

1999 Minn. Stat. Chapter 401, Section 6

MN Session Laws 2001, 1st Special Session, Chapter 2, Section 9, Subdivision 2
MN Session Laws of Minnesota 2003, Chapter 128

2005 First Special Session Chapter 1 Article 1 Section 3 Subdivision 5

2007 Chapter 45 Article 1 Section 3 Subdivision 5

MN Laws 2009, Chapter 94, Article 1

MN Laws 2011, Chapter 14, Section 3, Subdivision 5

MN Session Laws, 2013, Chapter 114, Subdivision 5
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