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EXECUTIVE SUMMARY

¥ The Dairy Development and Profitability Enhancement Program has two facets to the program.

1. Dairy Diagnostic teams 2. Dairy Business Planning Grants

* Based on farm records analysis from last year, = The Dairy Business Planning Grants Program is as-
these feams produced an 8.6:1 return in the first sisting producers in positioning themselves forthe
yearfor every grant doliar spent. future,

*+ Significant returns like this occurred through a « This grant by covers 50% of the cost of developing
variety of cost savings (reduction of feed, inter- a business plan, up to a maximum of $5000.
est orlabor expense, etc.) and increased profit- «  Anumberof producers are exploring expanding
ability (increased milk production, improved milk theirherds, while others are investigating transfer-
quality, improved health and other management ring the operation fo the next generation, man-
factors, aging debt or feedlot fix-up for environmentai

* In addition there has been $774,607.63 offn-kind proftection.

confributions from industry towards the program

"This program got me siarted doing things i shouid have bsen doing {or yaars.”

-A Wesi Cantral producer

Page2 T ’ Development & Profitability Enhancement Legisiative Report




LEGISLATION

The Dairy Diagnostic Team Grant Program began on a pilot basis in 1996, The program was then funded by a
biennial appropriation of one million dollars. The program expanded in 1997 to five regionai groups and one
statewide organization. The 2003 Legistature appropriated fwo million for the FY 04-05 biennium fo increase dairy
diagnostic efforts and to provide grants fo individual farmers for the purpose of doing dairy business planning and
modernization activities. Forfiscal year 2003, a total of $705,000 was granted to the program partners. Enclosed

with this report is a detailed summary of grant allocations to these organizations (Attachment A).

The program is administered as mandated in Minnesota Laws 1997, Chapter 216, Section 7, Subdivision 4, which
states: "...To Expand the one-on-one educational delivery team system fo provide appropriate fechnologies,
including rofational grazing and other sustainable agriculture methods, applicable to small and medium sized
dairy farms to enhance the financial success and long-term sustainability of dairy farms in the state. Activities
of the dairy diagnostic teams must be spread throughout the dairy producing regions of the stafe. The teams
must consist of farm business management instructors, dairy extension speciolis’rs} and dairy industry partners to
deliver the information and technological services.” The 2001 First Special Session, Chapter 2, Section 9, Subd.

2a. language expanded the responsibilities of the program. Laws of Minnesota for 2003, Chapter 128 continued

these responsibilities.

"Produciion is up by aboui 1800 tbs. ser cow withoul much change in cosis only zhange was how we did things.
it

Life is getling better’

-A Wesi Ceniral producaer
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TYPICAL DIAGNOSTIC TEAM

Dairy Development and Profitability Enhancement Team

Dairy Producer =

Extension Educator -—-—— Lender
MnSCU Farm Business Mgmt. ——J—— Nutritionist
Successful Dairy Farmer -——-— Milk Processor

Al Technician —-—- Veterinarian

& EXAMPLE OF ADAIRY DIAGNOSTIC TEAM

Each team is a combination of individuails with a variety of backgrounds and expertise. They work with the farm
family to evaluate the current situation of the farm and what the farm family wants fo accomplish. They then
form a list of recommendations and prioritize the list to help the family meet their goals and objectives. Working
together, the team will know what goals the farmer is working fowards and can help to redirect resources into
that direction. Some recommendations may take longer than others to implement. No two farms are exactly the
same, just as no two team’s recommenddations are exactly the same. The issues may be similar, but the means

by which to solve the issues may be very different.

"The herd average has jumped from 17,000 pounds {o 26,000 pounds.”
b H

-Zdrver County producar
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GRANT DISTRIBUTION

FY 2003 DAIRY DEVELOPMENT AND PROFITABILITY GRANT ALLOCATION DOLLARS

WC MN,
77,500

SE MN,
114,625

HEER THE PROGRAM PARTNERS

Sustainable
Farming Assn,
NW MN, 41,000

Central,
173,125

SW MN,
63,500

Dairy
Profitability,
172,250

There were 543 dairy farms that participated in the program statewide (see atfachment B) in FY 2003, Of this

total, 447 farmers were enrolled in the six regional groups with the remaining 96 dairy producers working with the

Sustainable Farming Association. There have been 3,183 farm enroilments in the program since 1996. Account-

ing for farms that have utilized the program for more than one year, there have been over 1700 individual farms

fouched by this program.

"Twisn | could convinc2 avery farmer ic irv 2 dicgnosiic evaiuation;
; )

Even the gond ones couid use some sound advics.”

-Vetsrinarion
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GRANT DISTRIBUTION - SHORT PROGRESS REPORT ON THE ACTIVITIES OF THE GRANT RECIPIENTS

MINNESOTA DAIRY INITIATIVE (MD1)

The MDlis a producer led inifiative fo coordinate o
comprehensive approach to the delivery of on-farm
services to Minnesota’s dairy farmers through the
Dairy Development and Profitability Enhancement

Program (DDPE).

The MDl is a federation of the below six regional
partners, Sustainable Farming Association (SFA), and
several affiliated organizations including, the Minne-
sota Department of Agriculture (MDA), Minnesota
Milk Producers Association (MMPA), the University of
Minnesota, Minnesota State Colleges and Universities
(Mn3CU) through Farm Business Management and

other industry groups.

SOUTHEAST REGION
The primary objective of this project is to offer one-
on-one advice to dairy producers through the use of
localteams consisting of educators, service providers
and industry representatives. Seventy operations are
currently enrolled in this program. Some parficipants
are focusing on milk quality issues, while other farms
are working through farm fransfers, employee man-

agement and expansions.

WEST CENTRAL REGION
This project’s primary objective is as a vifal resource
to the 55 herds they currently work with in the West
Centfral Minnesota area. This group is working with a
variety of producers in the region. They are focusing
their efforts on working with Farm Business Manage-

ment, DHIA, veterinarians, nutritionists and lenders.

NORTHWEST REGION

There are 39 farms currently enrolled in this project.

. This project has resulfed in tfeam members as well as

dairy producers leaming together. Feedback from

farmers and team members has been very positive.

The farmers felt supported by contact with the team

and felt encouraged to implement changes to their
operation, This group is also working very closely with
local nutritionists and balanced rations according
to available feeds and with veterinarians o reduce
herd health issues. They plan to focus their efforts in
upcoming years on Milk Quality, Estate Transfer and
Pasture Mancagement.
DAIRY PROFITABILITY AND
ENHANCEMENT PROGRAM (DPEP)

This project’s mission stfafement is "To retain dairy
farms by increasing profitability and production
based on family godis through a coordinafted feam
approach to problem solving and improving qual-
ity of family life while continuing to contribute to the
local economy." Eighty-five farms in south central
Minnesota were enrolled in this project in 2003. The
DPEP coordinates with 210 agricultural professionals
that serve as team members delivering information
to participating farmers. On average, each dairy
producer meets with his/her individual feam three

to five fimes a year.

CENTRAL REGION
This project worked with 171 farms last fiscal year,
of which 92 farms had never been on the program

before. The focus of this project is to enhance profit-
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PROGRESS REPORTS/ECONOMIC IMPACTS

ability and improve attitudes of dairy producers in
Central Minnesota. This project, like many of the
other regions, is focusing some of their efforts on
helping producers reduce their Somatic Cell Counts
(SCC) within the Quality Counts campaign. This re-
gion also sponsored a number of educational events

for producers.

SOUTHWEST REGION
The Southwest region assisted 27 farms last year,
The recent hiring of a full time coordinator has really
breathed new life into this program. The Southwest re-
gion has starfed a dairy wives peer group, has anum-
ber of educational events planned in the upcoming
year and will be enrolling additional producers who ;

have expressed an interest in joining the program.

SUSTAINABLE FARMING ASSOCIATION (SFA)
(SFA) assisted a number of producers as they explore
converting their operations fo grazing and/or organic
production. The SFA also worked with producers re-
gardiess of size to help them become more profitable

and productive,

PROGRESS REPORTS/ECCNOMIC IMPACTS

A southeastern farm showed real distress due to

low prices and lack of management in about ev-
ery aspect of the farm. There were many hurdles to
overcome for this producer fo stay afioat. This farm
has been able to reduce their SCC from 450,000 to
190,000 and add a premium to their milk check,
reduce the calf death loss and make the working
environment on the farm much ecasier. Without a

profitability feam this farm would not exist foday.

Another southeastern farm was faced with very seri-
ous issues. His primary goal was to stop the cow loss
ratio from Johnes. Through the assistance of astate
veterinarian, protocols were established fo deal with
this disease. He is very determined to emibrace nec-

essary change and stay profitable at all costs.

A Goodhue county farm had along standing mastitis
problem. This 105 cow dcairy was able fo lower their
SCC from £10,000 to 265,000 by following the sugges-
tions on equipment and procedures. This resulted in
an estimated dollar gain for the farm of $21,670 or

$200/cow in one year.

DPEP helped a Sibley county producer increase his
bottom line by over $10,000 per year. This producer
was dairying on a farm with an inadeguate water
supply and a well that would not pass Grade A regu-
lations. The diagnostic team was able to help the
producer put together cash flow projections that
agllowed him to go to a lender with a proposal fo
purchase a different facility. The producer was able
to make the transition and move fo a new facility
that is now certified Grade A. His SCC has also been
reduced by 300,000, resulting in an additional $3650

per year income to the family.

A Redwood county producer has increased his Roll-
ing Herd Average 6000 pounds since starting the
DPEP program 15 months ago. This producer has also
added 60 cows fo his herd during this time period. This
is an increase of $127,500 to his cash flow. When the

diagnostic tfeam started working with this producer,

Development & Profitability Enhancement Legisiative Report
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PROGRESS REPORTS/ECONOMIC IMPACTS

the lender was unwilling fo renew the producer’s op-
erating notes. All loans have now been resfructured
and the lender is financing some capital improve-

ments and the purchase of additional cows.

A Sibley county producer feelsthat they have been
able to stay in the dairy industry as a direct result of
the advice that they have received from their DPEP
tfeam. They have made a variety of small changes
to their operation and have increased their produc-
tion level by 25 pounds per cow per day with 55 cows
milking over the past eight months. This has resulted
in increased annual milk sales of $33,550 based on

$10.00 milk.

A Brown county producer followed the advice of
his feam and implemented a prefresh ration and ar-
ranged hisoutside lots fo make heat detection easier.
These changes have improved his breeding program
and allowed him fo lower the calving interval from
14.1 months to 12.7 months over the past year. This
increased income by $210 per cow on his 50 cow

herd for atotal increase of $10,500 annually.

A Sibley county producer has worked with his feam
over the last year to design an addition to his stall
barn that has eliminated the need for the laborin-
tensive switch milking that he had been doing in the
past. Manger liners and fimed florescent lighting were
alsoinstalied. Production hasincreased from 78 fo 84
pounds per cow per day with 81 cows milking since

the project was completed in early August, This will

result in increased annual milk sales of $14,783 based
on $10.00 milk. The team has also helped him design
a heifer facility that will provide a much improved

environment for these growing animails.

A producer from Wright County starfed on the pro-
gram in February 2002 with a tank average of 48
pounds per cow. The producer implemented cow
comfort suggestions that the team made including
matiresses and tfunnel ventilation. As a direct result of
these changes, the hefd’s production hasincreased
10 65 pounds per cow and isstill climbing. This increase
in milk sold will result in an increased income of over

$37.000 annudally.

A Scoftft County dairy farm started in the program

"~ in June 2002 with an average somatic cell count

of 727,000. By improving cow prep and basic cow

cleanliness as suggested by the team, this dairy has

- decreased their cell count fo 256,000. These simple

changes would ncot have been done without the
team’s suggestions. Lowering the cell count by
471,000 has resulted in an additional income of ap-

proximately $4000 annually.

In early 1998, a father and son team were looking
toward improvement and expansion. They were
milking 58 cows giving 77 pounds of milk. Their SCC
was between 650,000 and 750,000, The elevated SCC
was caused by staph aureus. With assistance from
DPEP, they designed and built a four row freestall

barn and a flat parlor. Over the past five years they
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have increased cow numbers to 160, with a vision of
continued growth. Their current production is at 94
pounds per cow with a cell count in the mid-200,000
range. Staph aureus has been ali but eliminated from
the herd. The team has also helped them deal with
sensitive issues relating to ownership fransfer, which
will allow this dairy fo be viable for many years to

come.

PARTICIPANT COMMENTS
A farmerwho started shipping organic milk to CROPP-
Organic Valley, "l might have stopped miking if thad

not switched to organic production.”

"l feel the Minnesota feam concept is exceptional
and wish we had it in lowa."

- Bev Meade, Ag Source DHI Cresco lowa.

"The team pointed out small changes that we could
. make that had alarge impact on our dairy operation
- lights, rations, water availability, herd health."

-Mcleod Couh‘ry producer

"We are at a crossroads in our farming practices and
this is making us see all our options."

-Washington County producer

"Thanks fo the Dairy Enhancement, our farming op-
eration is turning around and we are starting to see
the light at the end of the funnel.”

-A West Central producer

PROGRESS P\EPORTSI/ECONOMIC IMPACTS

"The team seemed to help get him off dead center
and geft his finances in order for fufure growth."

-A Farm Business Management instructor

"The farmers have certainly gotten more invoived in
the Johne's testing program because of the Dairy
Enhancement Program.”

-Veterinarian

I have been ’rolki'ng vaccination programs untilfam
biue in the face. Along come the teams and we are
setting up vaccination programs right and left onthe
farms.”

-Veterinarian

"Thanks to the Stafe Johne’s Program and Dairy En-
hancement we are making sorne good inroads into
herd health."

-Veterinarian

"This program has really helped this family not only
financially but has also strengthened the family
structure.”

-Lender

"The team has been excellent in providing recom-
mendations that don’t encumber high costs to make
the changes. Working with the feam has bolstered
optimism and attitude along with offering specific
ideas for improvement.”

-Pennington producer

Development & Profitability Enbancement Legislative Report
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ENVIRONMENTAL IMPACTS

"We would not have been able to make the improve-
ments if it hadn’t been for the feams’ assistance "

-Polk producer

"The program helped us get through a very difficult
time; they helped us meet our financial goals. This is
a wonderful program and we look forward to partici-
pating again if the opportunity will allow.”

-Producer

'"The team leaders are very helpful and it was very
worth while to have them come. It is always good to
share ideas and godls with someone you respect.”

-Producer

"The tearn haskept us very focused on our goails. We
have mef many of our farms goals and we know we
wouldn’t be as far without this program as we are
today."

-Producer

"The team was very helpful in helping us to secure the
finances to buy our farm."

-Producer

"This is a great program. It allows you to get the help
you need to produce high quality milk."

-Producer

"Thanks to the State Johne's Program and Dairy En-
hancement we are making some good inroads into
herd health”

-Veterinarian

ENVIRONMENTAL IMPACTS

Minnesota Dairy Initiatives also had the opporfunity to
join forces with the Environmental Quality Assurance
Program that is just faking off in the state of Minne-
sota. This has brought valuable resources to ourarea
to assist farms with environmental issues, and helping
these farms become certified as Five-Star Dairies. This
will help promote the dairy industry and also educate
the public and improve ourimage as a positive and
necessary part of every community in the stafe of
Minnesota and across the Midwest, reported a SE

MN coordinator.
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DAIRY BUSINESS PLANNING GRANTS

DAIRY BUSINESS PLANNING GRANTS

The Dairy Business Planning Grants Program has
granted $128,877 to producers exploring making
some change to their operations. The grants are
capped at $5000/producer with a requirement of
aone to one match by the applicant. A number of
the producers are lookin‘g at expansion, while others
are improving their environmental stewardship or re-
financing their debt, There are also afew applicants
that are exploring transferring the operation ’(o the
next generation. The end result must be a business
plan that thoroughly explores making a change. f
only 75% of all the grant recipients over the past two
years decide to go forward with their plans, there
would be an additional 14,000 cows added to the
state. At amodest production (18,000 lbs./cow) and
conservative milk price (§12/cwt) $30,242,000 of gross
income WiH be added to the economy of rural Min-
nesota. Inaddition, this will also result in an additional
| 277 jobs @ 50 cows/FTE. Appendix Cis amap of the
31 producers that have applied for and received the

ddiry business planning grant to date.

CHAL

m
©
T

I

NGES

CHALLENGES

"Increasing milk quality on farms enrolled in our pro-

gram."

"The impact that the U of MN Extension changes will

have an impact on cur program.*

"The availability of certain fechnically skilled feam
members to commif their valuable fime to the team

effort, especially when serving on several teams."

"Maintaining effective communication with dairy
industry leaders, legislators and other stakeholders
régording the program’s effectiveness and accom-

plishments.”

"Maintaining the nonpolitical, nondiscriminatory na-

ture of this program will be increasingly difficult.”

Development & Profitability Enrlucnce_men‘r Legislative Report
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BENCHMARKS

Despite the belief by some people, the size of herd is not a predeterminate factor, or benchmark, in the profit-
ability of the dairy enterprise. Figures extrapolated from the 2001 (613 farms) and 2002 (532 farms) Farm Business
Management Records indicate that a well managed smaill farm carrying a smaill amount of debt can provide a
satisfactory level of family living fo the dairy person and family. Efficient use of available resources, maintenance
of ahealthy herd, a base level of $13.25/cwt of milk and use of DHIA (or similar) records will in combination gener-

ate profits 1o the dairy enterprise.

While benchmarks are a way o draw aline in T-he sand as it relates to achieving o cerfain level of profitability,
these can not be stand alone numbers, but can be used as a guide in total. interest rates, milk marketing condi-

tions, weather, supply and demand for protein supplements and fransitional stage of the herd are all variables |
that can affect the outcome of any given year. The following numbers were derived primarily from the 2001 and

2002 records of MnSCU Farm Business Management Program.

Hired lcbor <$150/cow

Total interest expenses <$100/cow

Total direct expense $7.01/cow

Milk produced . +21,000/cow
Cullrate 26%
Turnover rate - 33%

SCC <300,000
Percent of barn capacity i 110%

Feed cost/cwi $4.70

Milk price & gov't support $13.25

Total debt to asset ratio (at cost) <50%

Debt per cow <$3,000

Labor hours per cow <40
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Appendix A
TOTAL GRANT FUNDS ALLOCATED TO PROGRAMS

RS St

Fiscal Year 1997 $25,000 . Fiscal Year 1999 $45.000

Fiscal Year 1998 $125,000

Fiscal Year 1999 $115,000

Fiscal Year 2000 $33,550

Fiscal Year 2001 $38,500 1‘ Fiscal Year 1999 $22,500
Fiscal Year 2002 $75,900

Fiscal Year 2003 $77.500

TOTAL $490,450

Fiscal Year 1999 $11,400

Fiscal Year 1998 $304,300

Fiscal Year 1999 $82,000 Fiscal Year 1999 $46,000
Fiscal Year 2000 $56,050 Fiscal Year 2000 $10,000
Fiscal Year 2001 $128,000 Fiscal Year 2001 $17,750
Fiscal Year 2002 $169,500 Fiscal Year 2002 $19,400
Fiscal Year 2003 $173,125 | JOTAL $93,150
TOTAL $912,957 ?

Fiscal Year 1998 547,000
Fiscal Year 1997 +82.500 Fiscal Year 1999 $33,600
Fiscal Year 1998 $200,000 Fiscal Year 2000 V $25,000
Fiscal Year 2000 316,450 Fiscal Year 2001 541,550
Fiscal Year 2001 376,200 | Fiscal Year 2002 568,600
Fiscal Year 2002 31 12,200 r Fiscal Year 2003 SéS,OOO

TOTAL $600,975

ki i dnd)

Fiscal Year 1998 $25,700
Fiscal Year 1997 542,500 | Fiscal Year 1999 $100,000
Fiscal Year 1998 S1é8,000 ; Fiscal Year 2001 SS0,000
Fiscal Year 1999 363,000 Fiscal Year 2002 334,500
Fiscal Year 2000 S2é,450 x Fiscal Year 2003 SA] ,000
Fiscal Year 2001 $100.000 TOTAL $231,200
Fiscal Year2002 $148,200 '
Fiscal Year 2003 $172,250
TOTAL $720,900
Fiscal Year 2002 $75,900
Fiscal Year 2003 $63,500
TOTAL $139,400
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Appendix B

DAIRY DEVELOPMENT AND PROFITABILITY ENHANCEMENT TEAMS AND REGIONS

Dave Weinand

Program Coordinator

Dairy Diagnostic Team Grant Program
(651) 215-3946

Dairy Funding Grants

Sustainable Farming Assn.
DekFtta Bilek (218) 445-5475

Minnesota Dairy Initiative - Central
Al Gulbransen (320) 693-3236

Minnesota Dairy Initiative - NW
Gene Krause (218) 634-1511

DPEP/Carver County
Marie Engel (952) 442-3020

Minnesota Dairy Initiative - SE

1 (607) 534-1213

1 Minnesota Dairy Initiative - SW
d Wayne Schoper (507) 794-7993

Minnesota Dairy Initiative - West Central
Jerry Kalinowski (320) 762-4503
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Appendix C
MINNESOTA DEPARTMENT OF AGRICULTURE
- 2003 BUSINESS PLANNING GRANTS -

KITTSON ROSEAU }
~1

L
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LAKE OF THE WOODS ST.LOUIS
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|

POLK
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R
w
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l i
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NORMAN MAHNOMEN
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CLAY

AITKIN

CROW WING

CARLTON | ™

c
h
BIG STONE sANTI |3
aNoKA | S
WASHINGTON
CHIFPEWA
RAMSEY
LAC QUI PARLE : TCLEOD
RENVILLE
YELLOW MEDICINE SIBLEY
\\M\(:OLLET
£~ LE SUEUR
NgoLn!  LYON l REDWOOD ~
BROWN
: i
MuRRAY | COTTONWOOD{WATO BLUE EARTH } WASECAL: .
NOBLES- |~ JAGKSON MARTIN FARIBAULT | FREEBORN FILMORE | HOUSTON {

31 DAIRY BUSINESS PLANNING GRANTS DISTRIBUTED $128,877 ACROSS MN FOR FY 2003.

.
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Appendix D
LEGISLATION LANGUAGE

g () 51,004,000 the first year and $1,005,000

the second year are for continuation of the dairy
development and profitability enhancement grant
program under Laws 1997, chapter 216, section 7,
subdivision 2, and fo expand the program to include
additional dairy business planning and moderniza-
tion activities. Grants from this appropriation for the
dairy development and profitability enhancement
programs (formerly known as the “dairy diagnostics
program”) must require periodic reports to the com-
missioner on the aggregate changes in producer
financial stability, productivity, product quaitity,
animal heatth, environmental protection, and other
performance measures atfributable to the program.
Information reported to the commissioner must be
sufficient to estabilish regional and statewide perfor-

mance benchmarks for the dairy indusiry.

» (b) In designing and implementing the dairy

development and profitability enhancement pro-
gram the commissioner must consult with the dairy
leaders roundtable, appropriate producer and
processor groups, the Minnesota stafe colieges and
universities system, the Minnesota extension service,
farm credit services, and other agricultural lending

institutions.

IS (c) Of the appropriation in paragraph (a), at
least §704,000 the first year and $705,000 the second
year are for the activities of dairy development and
profitability enhancement teams. The commissioner

must make grants, under contract, to regional or

statewide organizations qudlified to manage the
several components of the program. Each regional
or statewide organization must designate a coordi-
nator responsible for overseeing the program on.d
making required reports to the commissioner. Dairy
development and profitability enhancement teams
are encouraged to engage in activities including, but
not limited to, comprehensive financial analysis, risk
management education, enhonced milk marketing
tools and technologies, five-year business plans, and
design and engineering costs, Up fo 40 percent ofthe
appropriation under this paragraph may be used to
provide producers with technical and environmental
compliance support services required fo implement
dairy environmental quality assurance practices. A
producer is eligible for support under any program
under paragraphs (a) to (e) for no more than three
consecutive calendar years. Grants fo producers
must not be used for capital improvements orforthe

start up of a new dairy enterprise.

y (d) Of this amount, up to $300,000 each year
may be used as granfs to producers of up fo $5,000
per producer to develop comprehensive five-year

pbusiness plans.

p () The regional and statewide organizations

that deliver the dairy development and profitability
enhancement program must provide required re-
ports fo the commissioner in a format that maintains
the confidentiality of business information related to

any single dairy producer,
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