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Introduction
Cost of production per unit is the costs

associated with production divided by the
number of units produced.  The difficulty in
calculating the cost of production is usually
thought to be in assembling all the costs
associated with production and there are
volumes written about the correct procedures.
However, the question of the relationship of the
cost of production to the price of the product is
seldom discussed.  One reason for this is the
relationship seems very straightforward.  In
single product enterprises, the cost of
production can be compared directly to the price
of the product, regardless of the method used to
calculate the cost of production.

Determining the relationship between cost of
production and the product’s price in joint
product enterprises is more difficult.  A joint
product enterprise in one in which two or more
products are produced from one production
practice and the costs associated with the
production of each individual product can not be
measured with existing information.

This paper will look at some methods
commonly used to calculate the cost of
production.  The pros and cons of each method
will be discussed.  The conclusion will argue for
the use of one method, when an enterprise
produces joint products.

 Example enterprise
A wheat enterprise, in some parts of the

world, is a joint product enterprise.  The joint
products are wheat grain and wheat straw.  The
major product is wheat grain but wheat straw
can be harvested and sold, in some cases.

The facts are:
Wheat grain yield 50 bushel per acre1

Wheat straw yield 0.8 tons per acre
                                                
1 1 bushel = 60 pounds, 2,471 acres = 1 hectare

Seed costs $  20.00 per acre
Fertilizer $  40.00 per acre
Fuel $  10.00 per acre
Chemicals $  20.00 per acre
Other $  30.00 per acre

Total Operating Costs $120.00 per acre
Land Costs $  50.00 per acre
Machinery $  20.00 per acre
Labor $  10.00 per acre
Management $  10.00 per acre

Total Overhead Costs $  90.00 per acre
Total Costs $210.00 per acre
Wheat grain price $    4.00 per bushel
Wheat straw price $  50.00 per ton

Given these facts, what is the seed cost per
bushel of wheat grain?  What is the total
operating cost per bushel of wheat grain?  What
is the total overhead cost per bushel of wheat
grain?  What is the total cost of production per
bushel of wheat grain?.

Methods
 Per unit sold

This is the cost of production method
commonly used with single product enterprises.
The divisor in this method is
the number of units of the
major product that were
produced by the single or
joint product enterprise.

The main advantage of
this method is it is an
extension of the single
product enterprise method
and familiar to most
individuals so knowledge of
another method is not
required.  Also, it is easy to
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determine the divisor, just use the number of
units of the major product produced.  In this
example that number is 50. In addition, it seems
as if you don’t need to know the price of the
outputs to calculate the cost of production.

The problems with this method are
determining the cost per unit of individual
expense items (such as seed) and comparing the
cost of production to the price received per unit.
The cost of seed per bushel, using this method,
would be $0.40 ($20 / 50).  However that
implicitly says that none of the seed was
required to produce the straw.  This is probably
untrue, but usually it is not possible to separate
the seed costs between those required to
produce grain versus straw.

This problem, of allocating all the costs of
production to the major product, continues even
when all costs are considered.   Using the
example, the operating cost per bushel of wheat
grain is $2.40; the overhead cost of production
per bushel is $1.80; and the total cost of
production per bushel is $4.20 ($210 / 50). This
is greater than the price received per bushel
($4.00); therefore the producer might be lead to
the conclusion that the wheat enterprise is
unprofitable.  However, if the enterprise is
examined on a per acre basis ($240 income -
$210 costs = $30 profit), this proves to be
untrue.

This is the major problem with this method.
The cost of production per unit can not b e
compared to the price received for a unit of the
major product.  The cost of production must be
compared to some other unit of revenue.  This
new unit of revenue is called “Income per Unit
(of major product sold).”  It is calculated by
adding the income from the sale of all the
products and dividing by the number of units
produced of the major product.  In the example,
the income from the sale of all the products is
$240 (wheat grain income ($4.00 X 50 = $200)
is added to the wheat straw income ($50 X 0.8 =
$40)).  This is divided by the 50 bushels of
wheat grain produced and the Income per Unit
is $4.80.

The cost per unit is calculated using this
method it must be compared to the Income
per Unit, not to the price received per unit of

major product sold.

If that comparison is used ($4.80 income per
unit - $4.20 cost per unit = $0.60 and $0.60
times 50 bushels = $30 profit), the enterprise is
correctly identified as profitable.  The enigma is

that an individual unfamiliar with the necessity
to calculate “Income per Unit”, will compare the
cost of production calculated using this method
to the price of the major product.  This gives
producers incorrect information on which to
base production, marketing, hedging, forward
contracting, or other decisions.

 Residual claimant
When using this method, the income from the

sale of the joint product(s) is subtracted from the
total cost and the remaining cost is divided by
the units produced (of the major product).  In
the example,  $210 cost - $40 of straw income =
$170 of residual costs.  This divided by 50
bushels of wheat grain produced to equal a total
cost of production of $3.40 cost per bushel.

This method allows the comparison between
the cost per bushel and the price per bushel of
wheat grain.  The profit per acre is the wheat
price per bushel ($4.00) minus the cost per
bushel (3.40) times the number of bushels sold
(50).  Doing this calculation yields a profit per
acre of $30.  One of the advantages of this
method in that an individual unfamiliar with its’
calculation background can compare the results
presented to the price of the major product.

However, it has disadvantages especially if
the components of the cost of production need
to be calculated.  How should the operating cost
of production per bushel be calculated?  The
operating costs were $120 per acre.  Should
some of the straw income be subtracted from
that value before dividing by the bushels
produced?  If so, how much?

This problem is further compounded if the
cost of various individual cost items must be
calculated.  Example:  what is the seed cost per
bushel?

Also, this method implicitly sets the profit on
all non-major products to zero.

 Equivalent production
To use this method a new divisor must be

calculated.  The new divisor is the number of
units of the major product the enterprise would
have had to produce in order to have the same
income as it has now, without the joint
product(s) income.  In other words, if this were
not a joint product enterprise, how many units
of the major would it need to produce to obtain
an identical income?

The formula for calculating the equivalent
units of production is:

Total Enterprise Income (from all products)
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Price of Major Product
In the example, the equivalent bushels is 60

($240 / $4.00).  In other words, this enterprise
could produce 50 bushels of wheat grain and
0.8 tons of wheat straw or 60 bushels of wheat
grain and have identical income.

The major advantages of this method are that
the cost of production can be compared to the
price received for the product and that
components of the cost of production can be
easily calculated.  Also, the cost of these
components can be compared to the price of the
product.

The major disadvantage of this method is that
implicit in the calculation is an identity between
the joint products.  This calculation makes the
percent profit (or loss) on each product
identical.  In other words, if the profit on wheat
grain is 10 percent, the profit on wheat straw is
10 percent.

Conclusions
Generally, when individuals see a cost of

production value, they immediately compare it
to the price of the product.  Therefore the “Per
Unit Sold” method can confuse producers and
lead to incorrect decisions because the producer
may not understand that the comparison value is
Income per Unit, not the price of the product.
This can lead to bad decisions if a producer is
trying to determine a forward contracting or
hedging strategy based on their cost of
production.

The “Residual Claimant” method has limited
application because it can only easily calculate
the total cost of production.

The “Equivalent Production” method is the
best for joint product enterprises because the
cost of production can be compared directly to
the price and components of the cost can be
easily calculated and compared.

Note:  if an enterprise has only one product,
all methods produce identical results.

Inferences
The use of an equivalent unit is the most

meaningful measure when calculating the cost
of producing milk, because dairy farm
businesses have multiple sources of income.
The measure is calculated by summing the
income from the sale of all products produced
on the dairy farm and dividing by the price of
milk.

Dairy farms have numerous sources of
income: milk, cull cows, calves, CCC milk
assessment refund, cooperative dividends,
property tax credit on income taxes, crop-related
government payments, etc.  This large number
of income sources makes using an equivalent
unit essential.  In addition, on most dairy farms
the cost of producing crops sold for cash cannot
be separated from the cost of producing crops
fed to the dairy herd.  The farm's total income
(including cash sales of crops and changes in the
value of feed and cattle inventories) must be
included when calculating equivalent units.

For most analyses the equivalent unit is
Hundredweight of Milk Sales Equivalent
(CWT EQ).  The output measure for an
individual farm is calculated with the formula:
        Total Farm Income from all Sources       
Average Price Received per Hundredweight

of Milk Sold by that Farm

However, when studying a group of farms or
comparing farms that may be receiving different
milk prices, all producers should use the same
price.  Therefore the formula should be:
        Total Farm Income from all Sources       
U.S. All Milk Price per Hundredweight (for

the year in question)

Note:  If the income from non-dairy
enterprises exceeds 30 percent of total

income, additional calculations to separate
out the non-dairy enterprise costs

are required.
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 Table 1. Cost of Producing Milk per CWT Equivalent
Prepared by Gary Frank, Center for Dairy Profitability – Madison, WI

Work Sheet: An Example Farm Your Farm

 1. Total Schedule F Income  $126,161 _____________
(Schedule F, line 11)

 2. Form 4797 Income1   $  12,143 _____________

 3. Change2 in Feed Inventory  -$    4,127 _____________

 4. Change2 in Livestock Inventory   $  10,500 _____________

 5. Other  $           0 _____________

 6. Total Farm Income  $144,677 _____________
(On this worksheet, add lines 1 through 5.)

 7. Average Milk Price3    $    12.86 _____________
Use $15.35 when calculating 1998 cost of production.

 8. Hundredweight Equivalents
(CWT EQ) of Milk Produced  Crucial Value    11,250 _____________
(On this worksheet, divide line 6 by line 7)

 9. Total Schedule F Expenses  $122,521 _____________
(Schedule F, line 35)

10. Change2 in Accounts Payable    $    1,543 _____________

11. Change2 in Prepaid Expenses    $    1,200 _____________

12. Total Allocated Costs  $122,864 _____________
(On this worksheet, add lines 9 and 10, then subtract line 11)

13. Total Interest Paid   $    8,470 _____________
(Add Schedule F lines 23a and 23b)

14. Wages and Benefits Paid   $  12,682 _____________
(Only those reported on Schedule F; to obtain this value add Schedule F lines 17, 24, and 25)

15. Depreciation Claimed   $  15,346 _____________
(Schedule F line 16 minus Depr. claimed on livestock)

16. Total Basic Costs   $  86,366 _____________
(On this worksheet, line 12 minus lines 13, 14, and 15)

17. Basic Cost per CWT EQ4     $      7.68 _____________
(On this worksheet, line 16 divided by line 8)    Goal <= $7.50

18. Total $’s available for other costs5     $  58,311 _____________
(On this worksheet, line 6 minus line 16)

19. Basic Cost Margin per COW $    1,166 _____________
(On this worksheet, divide line 18 by average number of cows, both milking and dry, in herd.)    Goal => $1,200

20. Total Allocated Costs per CWT EQ    $    10.92 _____________
(On this worksheet, divide line 12 by line 8)

21. Total $’s available to cover unallocated costs6     $  21,825 _____________
(On this worksheet, (line 7 minus line 20) times line 8)

22. Unpaid labor & management charge per CWT EQ $      1.98 _____________
(Unpaid labor & management charge divide by line 8)
(In this example, the opportunity cost of all family labor & management was set at $35,000.
This minus wages paid to family members of $12,682 = $22,318.  This divided by line 8 equals $1.98.)

23. Total Allocated plus unpaid labor & management $    12.90 _____________
(On this worksheet, add lines 20 and 22.)     Goal <= line 7
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Footnotes
1 When Form 4797 contains only income from the sale of culled raised dairy livestock, enter the income

reported.  If it contains the sale of purchased dairy livestock and the "one-time" sale of some other asset(s), such
as an old plow adjustments must be made.

Note:  in the case of the "one-time" sale, that income must be subtracted from the Total Form 4797 income
before a value is entered.  In the case where purchased breeding livestock are included, enter the net amount.  This
net will take into account the unrecovered basis that was claimed against this sale.

2 Change equals the ending amount minus the beginning amount.  The best way to get this value is to ask
yourself if there was any change in this item during the year in question.  If the answer is "yes" then follow with
the question, "how much?"  This method avoids having to determine the absolute inventory level at the beginning
and end of the year in question.

3 If you wish to compare your costs to the costs on other farms, use the U.S. average all milk price for the
year in question.  It was $13.74, $12.27, $13.15, $12.86,  $13.03, $12.86,  $14.75, $13.36, and $15.35 (est.) in
1990 - 1998, respectively.  Or you can divide your total milk income (before any deductions for hauling,
marketing, etc.) by the number of hundredweight of milk you sold during the year to calculate the average milk
price on your farm.  However, then you can only accurately compare your costs this year to your costs in previous
years.

4 The average Basic Cost on selected Wisconsin dairy farms was $7.54,  $7.68,  $7.11, $7.41, $8.55 and
$7.86 in 1992-1997, respectively.  Farmers should calculate this value each year to monitor changes in their basic
production costs.  This value is especially important if you are expanding, acquiring more debt, and/or paying
additional labor.  This value allows farm managers to compare their cost to previous years, other dairy businesses,
and the price without regard to herd size, production level, debt position, and percent of total labor paid.  See
Managing the Farm Vol. 28 No. 1&2  for more information.

5 The "other" cost items are: Interest (both that actually paid and the opportunity cost interest on your
equity in the business), Capital Consumed (reduction in the value of your machinery, equipment, etc. caused by
using it and/or by it becoming obsolete), Labor and Management Paid, and the Opportunity Cost of Unpaid Labor
and Management.   Any return above all these costs is an economic profit.

6 Unallocated costs, for most farm managers, are their (and their family's) Labor and Management plus a
Return to Equity Capital.   However, some farm managers pay their family members (or themselves) some wages
and benefits that are deductible on Schedule F.  In those cases, this margin will not be as large as when the return
to all the farmer's (and family's) labor, management, and equity capital are imbedded in it.

In the example, the farm's margin available for unallocated costs is $21,825, this is not the return to the
farmer's (and family's) Labor, Management, and Equity Capital. The Return to Labor, Management, and Equity
Capital is the amount calculated above plus the Wages and Benefits paid to family members.  In the example, if
all the Wages and Benefits paid were to family members, the total return to their Labor, Management, and Equity
Capital is $34,507 ($21,825 plus $12,682).
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 Table 2. Costs per cow in 1998
Range in Herd Size <=50 cows 51 to 75 76 to 100 101 to 150 151 to 250 >250 cows

Number of Farms           210           266           132            85            37            50
Pounds Milk Sold per Cow      18,083      19,243      19,984      20,410      20,042      22,038
Average Number of Cows            41            62            87           122           187           471
Total Crop Acres per Cow          4.21          3.91          3.89          3.60          2.73          2.20

Total Number of Cows        8,679      16,581      11,496      10,348        6,912      23,561
Cost of Resale Livestock Sold              1            28              2              9             -              6

Auto & Truck Expense            34            27            16            13            10              7
Crop Chemicals            57            62            75            71            50            58

Custom Heifer Raising              0              2              7            34            38            90
Custom Hire (Other)            61            68           101            92           112            95

Feed Purchased           482           528           554           605           700           894
Fertilizer & Lime           116           127           110           138           109            75

Freight & Milk Hauling            17            15            13            11            22            19
Fuels & oil            63            58            61            58            48            50
Insurance            49            45            46            42            32            32

Milk Marketing & Hedging            33            35            36            38            34            44
Rent/Lease Equipment              7            14            14            27            38            39

Rent-Farm & Pasture            91           112           139           129           141           105
Repair & Maintenance.           223           215           248           254           202           180

Seed & Plants Purchased            84            87            93            97            74            70
Supplies           116           114           115           105            88            90

Taxes            75            62            60            59            50            33
Utilities            71            68            67            65            54            48

Vet & Medicine            85            80            92           101            95           113
Breeding Fees            42            40            42            41            30            23

Other Farm Expenses            25            24            28            41            30            30
Other Crop Expenses            24            24            19            20            17            15

Other Livestock Expenses            26            38            52            82            92           145
Accounts Payable Adjustment -12 -17 -18 -21 -21 -18
Prepaid Expense Adjustment -22 -43 -50 -59 -54 -72

Basic Costs        1,748        1,787        1,920        2,042        1,995        2,164
Livestock Depreciation            44            68            58            65           111           152
Basic Cost + Lvst Depr       1,792       1,854       1,978       2,107       2,106       2,315

Mortgage Interest           100           102           115           111            97           121
Other Interest           101           100            96            92           137           146

SST & Employee Benefits (Dep)            74            67            48            30            17              9
SST & Employee Ben (Non-Dep)            12            15            24            36            30            61
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 Table 3. Costs per farm in 1998
Range in Herd Size <=50 cows 51 to 75 76 to 100 101 to 150 151 to 250 >250 cows

Number of Farms            210            266            132              85              37              50
Pounds Milk Sold per Cow        18,083        19,243        19,984        20,410        20,042        22,038
Average Number of Cows              41              62              87            122            187            471
Total Crop Acres Farmed            174            244            339            438            510          1,037

Milk Price Received          14.97          15.27          15.37          15.37          15.57          15.79
Cost of Resale Livestock Sold              54          1,755            211          1,096              -          2,910

Auto & Truck Expense          1,391          1,661          1,385          1,525          1,909          3,338
Crop Chemicals          2,336          3,862          6,531          8,646          9,392        27,560

Custom Heifer Raising              13              97            584          4,181          7,159        42,224
Custom Hire (Other)          2,518          4,211          8,799        11,223        20,909        44,705

Feed Purchased        19,906        32,904        48,292        73,656      130,830      421,196
Fertilizer & Lime          4,804          7,901          9,552        16,854        20,421        35,197

Freight & Milk Hauling            721            944          1,110          1,300          4,094          8,947
Fuels & oil          2,610          3,641          5,291          7,009          9,017        23,327
Insurance          2,043          2,813          4,049          5,094          6,051        15,275

Milk Marketing & Hedging          1,349          2,167          3,103          4,569          6,360        20,751
Rent/Lease Equipment            305            897          1,222          3,273          7,159        18,249

Rent-Farm & Pasture          3,759          6,967        12,097        15,676        26,409        49,684
Repair & Maintenance.          9,236        13,420        21,610        30,907        37,759        84,770

Seed & Plants Purchased          3,469          5,450          8,141        11,832        13,855        32,853
Supplies          4,811          7,129        10,038        12,758        16,447        42,344

Taxes          3,114          3,874          5,201          7,145          9,264        15,382
Utilities          2,922          4,217          5,817          7,928        10,147        22,844

Vet & Medicine          3,530          5,017          8,010        12,353        17,837        53,287
Breeding Fees          1,717          2,507          3,652          4,943          5,611        10,720

Other Farm Expenses          1,030          1,524          2,438          4,952          5,670        14,093
Other Crop Expenses            997          1,489          1,695          2,462          3,213          6,861

Other Livestock Expenses          1,080          2,378          4,487        10,038        17,264        68,225
Accounts Payable Adjustment -489 -1,032 -1,561 -2,522 -3,968 -8,433
Prepaid Expense Adjustment -929 -2,668 -4,337 -7,195 -10,128 -33,856

Basic Costs        72,245      111,373      167,205      248,608      372,681   1,019,543
Livestock Depreciation          1,814          4,224          5,030          7,856        20,669        71,398
Basic Cost + Lvst Depr       74,059     115,597     172,234     256,464     393,351  1,090,941

Mortgage Interest          4,121          6,332        10,009        13,502        18,199        57,008
Other Interest          4,165          6,220          8,320        11,213        25,518        68,620

SST & Employee Benefits (Dep)          3,047          4,148          4,162          3,679          3,137          4,401
SST & Employee Ben (Non-Dep)            488            948          2,099          4,425          5,515        28,834

Labor Hired (Dependents)          3,812          6,342          7,327          7,403        10,496        19,150
Labor Hired (Non-Dependents)          1,643          4,166        12,767        27,467        41,559      178,659

Other Depreciation        15,159        25,437        32,162        39,880        58,371      129,252
Total Allocated Costs      106,493      169,191      249,080      364,032      556,146   1,576,865

Total Income      135,183      219,039      324,164      454,314      674,093   1,862,729
Net Farm Income from Operations        28,689        49,849        75,083        90,281      117,947      285,865
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 Table 4.  Costs per Hundredweight Equivalent in 1998
Range in Herd Size <=50 cows 51 to 75 76 to 100 101 to 150 151 to 250 >250 cows

Number of Farms           210        266           132            85            37            50
Pounds Milk Sold per Cow      18,083   19,243      19,984      20,410      20,042      22,038
Average Number of Cows            41        62            87           122           187           471
Total Crop Acres per cow          4.21      3.91          3.89          3.60          2.73          2.20
Total Crop Acres Farmed           174       244           339           438           510        1,037

Cost of Resale Livestock Sold          0.01      0.12          0.01          0.04             -          0.02
Auto & Truck Expense          0.16      0.12          0.07          0.05          0.04          0.03

Crop Chemicals          0.27      0.27          0.31          0.29          0.21          0.23
Custom Heifer Raising          0.00      0.01          0.03          0.14          0.16          0.35

Custom Hire (Other)          0.29      0.30          0.42          0.38          0.48          0.37
Feed Purchased          2.27      2.31          2.30          2.50          2.99          3.48
Fertilizer & Lime          0.55      0.56          0.45          0.57          0.47          0.29

Freight & Milk Hauling          0.08      0.07          0.05          0.04          0.09          0.07
Fuels & oil          0.30      0.26          0.25          0.24          0.21          0.19
Insurance          0.23      0.20          0.19          0.17          0.14          0.13

Milk Marketing & Hedging          0.15      0.15          0.15          0.15          0.15          0.17
Rent/Lease Equipment          0.03      0.06          0.06          0.11          0.16          0.15

Rent-Farm & Pasture          0.43      0.49          0.58          0.53          0.60          0.41
Repair & Maintenance.          1.05      0.94          1.03          1.05          0.86          0.70

Seed & Plants Purchased          0.40      0.38          0.39          0.40          0.32          0.27
Supplies          0.55      0.50          0.48          0.43          0.38          0.35

Taxes          0.35      0.27          0.25          0.24          0.21          0.13
Utilities          0.33      0.30          0.28          0.27          0.23          0.19

Vet & Medicine          0.40      0.35          0.38          0.42          0.41          0.44
Breeding Fees          0.20      0.18          0.17          0.17          0.13          0.09

Other Farm Expenses          0.12      0.11          0.12          0.17          0.13          0.12
Other Crop Expenses          0.11      0.10          0.08          0.08          0.07          0.06

Other Livestock Expenses          0.12      0.17          0.21          0.34          0.39          0.56
Accounts Payable Adjustment -0.06 -0.07 -0.07 -0.09 -0.09 -0.07
Prepaid Expense Adjustment -0.11 -0.19 -0.21 -0.24 -0.23 -0.28

Basic Costs          8.24 7.84          7.95          8.43          8.52          8.43
Livestock Depreciation          0.21 0.30          0.24          0.27          0.47          0.59
Basic Cost + Lvst Depr        8.44 8.13        8.19        8.70        8.99        9.03

Mortgage Interest          0.47 0.45          0.48          0.46          0.42          0.47
Other Interest          0.47 0.44          0.40          0.38          0.58          0.57

SST & Employee Benefits (Dep)          0.35 0.29          0.20          0.12          0.07          0.04
SST & Employee Ben (Non-Dep)          0.06 0.07          0.10          0.15          0.13          0.24

Labor Hired (Dependents)          0.43  0.45          0.35          0.25          0.24          0.16
Labor Hired (Non-Dependents)          0.19 0.29          0.61          0.93          0.95          1.48

Other Depreciation          1.73   1.79          1.53          1.35          1.33          1.07
Total Allocated Costs        12.14 11.90        11.84        12.35        12.71        13.05

Total Income        15.41  15.41        15.41        15.41        15.41        15.41
Net Farm Income from Operations          3.27   3.51          3.57          3.06          2.70          2.36

Estmated Unpaid Labor & Management          2.39  2.00          1.69          1.30          1.25          0.49
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 Table 5.  Costs per Hundred Liter Equivalent in 1998
Range in Herd Size <=50 cows 51 to 75 76 to 100 101 to 150 151 to 250 >250 cows

Number of Farms     210    266    132       85         37 50
Liters Milk Sold per Cow   8,220   8,747   9,084    9,277    9,110 10,017

Average Number of Cows      41     62       87       122       187 471
Total Crop Hectares per cow    1.69   1.56     1.56      1.44      1.09 0.88
Total Crop Hectares Farmed      70   244    339      438      510 1,037

Cost of Resale Livestock Sold  $      0.01  $  0.27  $      0.02  $      0.08  $          -  $     0.05
Auto & Truck Expense  $      0.35  $  0.26  $      0.14  $      0.11  $    0.10  $     0.06

Crop Chemicals  $      0.59  $  0.60  $      0.68  $      0.65  $    0.47  $     0.50
Custom Heifer Raising  $      0.00  $  0.02  $      0.06  $      0.31  $    0.36  $     0.77

Custom Hire (Other)  $      0.63  $  0.65  $      0.92  $      0.84  $    1.05  $     0.81
Feed Purchased  $      4.99  $  5.09  $      5.05  $      5.50  $    6.58  $     7.67
Fertilizer & Lime  $      1.20  $  1.22  $      1.00  $      1.26  $    1.03  $     0.64

Freight & Milk Hauling  $      0.18  $  0.15  $      0.12  $      0.10  $    0.21  $     0.16
Fuels & oil  $      0.65  $  0.56  $      0.55  $      0.52  $    0.45  $     0.42
Insurance  $      0.51  $  0.44  $      0.42  $      0.38  $    0.30  $     0.28

Milk Marketing & Hedging  $      0.34  $  0.34  $      0.32  $      0.34  $    0.32  $     0.38
Rent/Lease Equipment  $      0.08  $  0.14  $      0.13  $      0.24  $    0.36  $     0.33

Rent-Farm & Pasture  $      0.94  $  1.08  $      1.27  $      1.17  $    1.33  $     0.90
Repair & Maintenance.  $      2.32  $  2.08  $      2.26  $      2.31  $    1.90  $     1.54

Seed & Plants Purchased  $      0.87  $  0.84  $      0.85  $      0.88  $    0.70  $     0.60
Supplies  $      1.21  $  1.10  $      1.05  $      0.95  $    0.83  $     0.77

Taxes  $      0.78  $  0.60  $      0.54  $      0.53  $    0.47  $     0.28
Utilities  $      0.73  $  0.65  $      0.61  $      0.59  $    0.51  $     0.42

Vet & Medicine  $      0.89  $  0.78  $      0.84  $      0.92  $    0.90  $     0.97
Breeding Fees  $      0.43  $  0.39  $      0.38  $      0.37  $    0.28  $     0.20

Other Farm Expenses  $      0.26  $  0.24  $      0.25  $      0.37  $    0.29  $     0.26
Other Crop Expenses  $      0.25  $  0.23  $      0.18  $      0.18  $    0.16  $     0.12

Other Livestock Expenses  $      0.27  $  0.37  $      0.47  $      0.75  $    0.87  $     1.24
Accounts Payable Adjustment  $    (0.12)  $ (0.16)  $    (0.16)  $   (0.19)  $  (0.20)  $   (0.15)
Prepaid Expense Adjustment  $    (0.23)  $ (0.41)  $    (0.45)  $   (0.54)  $  (0.51)  $   (0.62)

Basic Costs  $    18.12  $ 17.24  $    17.49  $    18.55  $  18.74  $   18.56
Livestock Depreciation  $      0.46  $  0.65  $      0.53  $      0.59  $    1.04  $     1.30
Basic Cost + Lvst Depr  $    18.57  $17.89  $    18.01  $    19.14  $  19.78  $   19.86

Mortgage Interest  $      1.03  $  0.98  $      1.05  $      1.01  $    0.92  $     1.04
Other Interest  $      1.04  $  0.96  $      0.87  $      0.84  $    1.28  $     1.25

SST & Employee Benefits (Dep)  $      0.76  $  0.64  $      0.44  $      0.27  $    0.16  $     0.08
SST & Employee Ben (Non-Dep)  $      0.12  $  0.15  $      0.22  $      0.33  $    0.28  $     0.52

Labor Hired (Dependents)  $      0.96  $  0.98  $      0.77  $      0.55  $    0.53  $     0.35
Labor Hired (Non-Dependents)  $      0.41  $  0.64  $      1.34  $      2.05  $    2.09  $     3.25

Other Depreciation  $      3.80  $  3.94  $      3.36  $      2.98  $    2.94  $     2.35
Total Allocated Costs  $    26.71  $ 26.19  $    26.05  $    27.16  $  27.97  $   28.70

Total Income  $    33.90  $ 33.90  $    33.90  $    33.90  $  33.90  $   33.90
Net Farm Income from Operations  $      7.19  $   7.72  $      7.85  $      6.74  $     5.93  $     5.20

Estmated Unpaid Labor & Management  $      5.27  $   4.41  $      3.71  $      2.87  $     2.76  $     1.07
Return to Owners Equity  $      1.93  $   3.30  $      4.14  $      3.87  $     3.17  $     4.13
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