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Operating a dairy farm is a chalenging business and offers many rewards. We have seen many
changesin the dairy and other agriculturd indudtries in recent years. Milk pricesaremorevolatile. Cogts
of the various inputs continue to rise. As herd sizes increase, more dairy producersare hiring employees
to provide needed labor. To succeed in this business, dairy producers must be willing to consder new
ways of doing business.

Successful management of a dairy farm business involves optimum use of available resources—
land, labor and capitd. How to make best use of the business sresourceswill vary because each farm has
its own unique set of resources. Dairy producers must be willing to consider some non-traditional or
innovative dternatives in handling various aspects of their business.

Many factors contribute to the success of dairy farms. | would like to focus on severa
characteritics that many successful dairy farms share.

Goal Setting

Egablishing godsisanimportant first step for adairy farm business. God's are used to guide the
decisons madefor the businessand to measuretheir results. Goal s are congdered when deciding the most
appropriate use of the farm’ s resources.

Many of the farm’s goas will focus on profitability of the busness. However, other gods may be
just asimportant asearning money. Dairy producerswant to be well respected by their family, friendsand
neighbors. They dso want to make a podtive contribution to their communities, including using
environmentally sound farming practices and being good stewards of the land.

Who should beinvolved in the god setting process? All family members actively involved in the
dairy operation need to work together in determining the long-termgods of the business. Short-term gods
may be devel oped by thoseindividua swho have direct respongbilitiesfor apecific aspect of the operation
(e.g., crop production, milking herd, or heifers) with areview by dl family members before the gods are
findized. Involving key employeesin establishing short-termgoas and communicating the business god's
to dl farm employees will help them to understand the business and be more committed to their jobs.
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Decision Making Process

Dairy producers make many decisons throughout the year about their business.  Some require
minmd effort while others represent Sgnificant consegquences to the farm. For these mgjor decisons,
consderable time is spent gathering information and andyzing the options. Following a sysematic
approachto decis on-makingwill ensurethat the manager makeslogicd, information-based decisions. The
steps in the decision-making process are:

1. Specify an objective or god
Identify and define the problem(s)
Collect data and information
Andyze various options for taking action
Make the decision -- select the best option
Implement the decision
Monitor and evauate the results of the decison
Accept the consequences of the decison
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Effective Utilization of Information

Thisistheinformation age. A multitude of information is available from many sources. Avoiding
information overload can be achdlenge. During the decision meking process dairy producers also may
wonder if they have the most appropriate information.

Some dairy producers are working with management or advisory teams to improve fam
productivity and meet their gods. Producers bring together various people who dready work with the
farm, suchastheveterinarian, feed consultant, lender, milk cooperative representative, crop consultant, and
extensonagent. By working asateam theseindividuasoffer different perspectivesin evauaing aproblem
and determining the dterndive solutions. Many times more viable dternatives are identified than would
have been considered by any one of the team members done.

Cogt of Production

M ost dairy farm businesses have severd enterpriseswithinthe operation, such as the milking herd,
replacement heifers, forage production, and other crop production used as feed. By keeping detailed
financia records, producers can determine the costs associated with each enterprise and decide the most
profitable dternative. Inrecent years some dairy producers have decided to contract services associated
with dl or part of a specific enterprise.
Two examples are:

1. Contract heifer raising: Contracting with someone else to raise the farm's haifers may be a
desrable dternative when the resources in the form of facilities, labor, feed and(or)
management time arelimited. Helfer-raising costs typicaly account for 15 to 20% of the
expenses associated with producing milk.

2. Cugom forage harvesing: Timely forage harvest requires consderable investment in
equipment. When forage equipment must be replaced, dairy producers need to determine
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the most cost effective dternative for harvesting forages. Hiring a custom harvester may

be the best option, for the use of available capitd and for harvesting forage at optimum

qudity.
Human Resour ce M anagement

Employeesare the most important asset ondairy farms. Employee management may represent the

greatest chdlenge ondairy farms. Different skillsare needed to effectively work with employees compared
to overseeing the milking herd or cropping program. Dairy producers must possess or develop excdlent
communication skills to be successful employee managers.

Frequent communication with employees is criticd.  Employees need to clearly understand the
expectations of ther jobs. They want to know how they aredoing intheir jobs. They dso need to express
any concerns or suggestions about their work.

Many effective forms of communications exist on dairy fams. On farms with one or two
employees, one-on-one informa vists may be most beneficid. Some farms are holding regular staff
meetings to update employees and obtain feedback.

Summary

Successful dairy farm management relies on effective and efficient use of available resources.
Although there are differences among these profitable operations, they aso have some common
characteristics. Successful dairy producers st redistic goals and use a systemic process for decison-
meking. They know their cost of production and have good record-keeping systems for evauating
dternatives and monitoring the outcome of decisions. Management or advisory teams help dairy producers
integrate information from various sources. Fregquent communicationoccurs onthese farms among family
members and employees.

Y ou are to be congratulated for participating in the 2000 Kentucky Dairy Conference. Through
your participation you have made a commitment to improve your management skills and learnfromother
dairy producers and agribusiness personnd.
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