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CtRCUL.AR No. 14 FARM MANAGEMENT SERVICE NOTES fEBRUARY, 1317 

. A METHOD OF EsTIMATING THE CosT oF PRoDUCING DAIRY PRoDucTs 
•••••••••••••••••••••••• 

TH~E IS AN ACUTE NEED OF ACCURATE DATA ON .THE PRESENT COST OF PRODUCING 
DAIRY PRO UCTS. INASMUCH ~·S THE INVESTIGATION~· IN THI~ LINE ARE NOT COMPLETED, 
CONSIDER BLE JIME WILL BE REQUIRED TO CALCULATE APPLICASLE STAPLE FACTORS OF 
COST. 'THE FOLLOWif'!G METHOD rs BASE[."l ON PREL:M'NJ\RY AMOUNTS OF FEED CALCULA· 
TIONS ON 200 COWS IN .RICE COUNTY, MINN., FOR THREE YEARS, WITH LABOR RF.QUIRE• 
MENTS ON 1,200 COWS OVER A PERIOD OF 10 YEARS IN THE ~AME LOCALITY. THESE 200 
COWS AVERAGED ANNUALLY 5,568 POUNDS OF,. lvliLK, EQlJAL TO f89 POUNDS OF BUTTER FAT, 

AN ExAMPLE 
~===================================~=~=================~==~==~================ 

'.NNUJ\L COST PER cow (VARIOUS PRI~ES MAY BE APPLIED TO FEED AND LABOR.) 
==========~=~==~~==~==~:=======~====~=========:==~====~======================== 

(AcTUALLY CONsUMED) 
FEED: 1,200 LBS. OF GRAIN 

@. . 015 PER LB,, = 
2,050 LBS. OF HAY @ 8.00 PER TON = 
5,500 LBS. OF SILAGE • 4.00 PER TON = 

167 DAYS 2 A. PASTURE @ 5.00 PER ACRE ::: 

ToTAL FEED COST (50% OF TOTAL COST•) 

(HOURS ACTUALLY SPENT) 
lABOR: 145 MAN HOURS 

40 HORSE HOURS 
@ $ .17 PER HOUR 
@ .10 PER HOUR 

118.00 
8.20 

11.00 
tO.OO 

$24.85 
4.00 

147.20 

TOTAL LABOR COST (30% uF TOTAL COST•) $28.85 

ToTAL FEED AND LABOR CosT (30% oF TOTAL cosr•) 176.05 

rEED AND LASC~ COST (AT ABOVE PRICES) IS $1.36 PER 100 POUND~ OF MILK. 

r ... :ETHOD OF CALCULATING ToTAL CosT 
80% ·- $76. 05 

J% = 1/80 OF $76.05 OR $.9506 
100% = $95.06 OR TOTAL COST 

•.~PPROX I MAT ELY CORRECT 
PRO~ORTION OF COSTS FR~A 
SEVERAL YEARS' RECORDS, 

fi-lE DIFF"CRENCi: BETWEEN THE T01-AL COST, $95.06, ANO $76.05 EQUALS $19.01, 
WHICH REPRESENTS TI-lE MISCEL'-ANEOUS COf:T ~TE:-AS OR 20% 0"" T•iE TOTAL. lHt!' COST 
IS MA~E UP OF SUCH ITEM~ AS INTER~ST, DEPRECIATION, S~E'-TER, EQUI~ENT, eOLL 
CHARGE, AND OTHERS, 

Cow CREDITS. OTHER THAN MILK OR BUTTER FAT, CONSI~T OF THE CALF, THE 
MANURE, A:'iD THE SKIM·MII.I'~ PRODUCED, WHCN T!iE WHOL.E. Mlt.K !S NOT SOl.D. FROM 
AVAILABLE DATA IT IS ESTIMATED THAT THESE ARE ABOUT EQUAl.. TO THE HISCELLANEOUS 
ITEMS. OR 20% OF THE TOT.oL CosT, HENCC ONE SHOULD Ol31'AiN ~ROM A COW A CASH 
RETUR:~ AT LEAST EQUAL TO THE FEED AND LABOR CosT. 

BY KNOWISG THE APPRO)I.IMATE A:,lOUNT:S Of" FEED TO 1\L.LOW PER COW AND THE LASOR 
REQUIREMENTS, ONE MAY USE CURRENT ~RICES AND VERY CLO~CL'f ESTIM~-rE THE PRODUO­
TION NECESSARY PER COW AND THE rv'INIMUM PR!~~ AT WHICH THE PROOU;:T CAN 9E PROF­
ITABLY SOLO. 

Cosr-AccovNTING SECTION, UNtVERStTt' FARM, Sr. PAuL, MINN. 


