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Success for the Small Dairies Possible without Increasing Milk Sales

By Bill Henning

Over the past few years, statements have been put forth in the dairy industry with words to this effect: 1) No business can survive without increasing sales each year; and 2) Growth should be at least 5 to 15% annually. It is said that this increase in sales is necessary to cope with volatile market fluctuations and inflation. This presents a quandary for the dairy producers who are not interested in pushing their cows to higher production and/or milking more cows. How are they to maintain a viable business in light of these admonitions without jeopardizing their personal goals?

Let’s first address the potential outcomes if every dairy producer were to follow the increased sales advice.

If all dairy producers were to increase milk output by an average of 10 percent annually there would be over 2.5 times as much milk on the market at the end of 10 years. It is doubtful that demand will grow by that magnitude. Given our present knowledge, this would result in a dramatic reduction in the farm gate milk price. 

If one were to buy into the advice of increasing milk sales, the most likely approach would be to increase cow numbers. At the end of ten years a 100 cow dairy would be milking 259 cows. There are still many dairies that don’t even want to milk 100 cows let alone 259.

Given the limitations of land and market some other suggestions might be more appropriate for the long term viability of smaller farms.

Diversifying enterprises will do more to counter market fluctuations than increasing one’s intensity in specialized production. If diversifying can be accomplished on the farm, this might be a good alternative. If resources do not allow on farm diversification – consider diversifying off the farm. There are places to invest off the farm that can involve no increase in labor and even little or no management.

A perusal of Cornell’s Dairy Farm Business Summaries easily reveals numerous places on the typical dairy farm that present opportunities to improve net return in an amount equal to or exceeding inflation. The increased return results through changes that increase efficiencies in crop and/or animal production. Assistance in identifying these opportunities can be available through consultants, agribusiness professionals, or Cooperative Extension. This does not necessarily require increased milk sales. 

Beyond these two suggestions, Dr Eddy LaDue of Cornell’s Department of Applied Economics and Management recently authored 10 keys to financial success on small farms in the October 10, 2002 issue of Hoard’s Dairyman. In summary his 10 keys are:

1. Control machinery cost. This includes initial investment, maintenance, and operation.

2. Be entrepreneurial. Search for better markets and find better ways of getting things done.

3. Employ modern techniques. 

4. Employ labor efficiently.

5. Shop for lower cost inputs.
6. Use commercial lenders, not dealer credit – unless unique circumstances warrant otherwise.

7. Keep records.

8. Change to improve. Take advantage of new technologies that fit your goals.

9. Maintain family support. Amidst all the work and projects keep family goals in mind.

10. Enjoy farming.
Dr. LaDue’s number 10 is particularly notable. For well over a century there have been a few groups of people who have well established track records of operating small, family-based farms. These farms have been quite successful, while abstaining from any government subsidies. Very often, these people don’t even claim economics as their primary reason for farming. 

If you would like to learn more about these farmers and how they manage to stay both small and profitable, come to the Low Input Sustainable Farming Conference on Saturday, January 11, 2003 in Jordan Hall at the Geneva Experiment Station. For a conference registration packet call Bill Henning at 315-536-5123. Deadline for registration is December 20.

Bill Henning is Small Farms Specialist with Cornell Cooperative Extension’s NWNY Team and with ProDairy. He can be reached at 315-536-5123. For more information about opportunities for small farms, visit the Cornell Small Farms Program web site at: www.smallfarms.cornell.edu. 
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