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Case Study - Adam Liddle, Argyle, New York

Adam Liddle and his family own and operate a small dairy farm in Argyle, New York.  Adam grew up on a dairy farm in Argyle and spent more than 10 years after high school working on other dairy farms to gain experience.  He spent five years working on the nationally known PamTom Farm, one year at Steve Reid’s dairy farm (Argyle, NY), and five years at Ridgedale Farm (Cobleskill, NY).  Working gained him experience and knowledge that would prepare him for operating his own successful dairy farm. Adam had set a goal to be on his own before reaching twenty-five years old.  He reached his goal one month before his twenty-fifth birthday, when he took his family and herd of ten Holstein cows to rent a farm for the first time.  Although, another goal was to not have debt, Adam did take out a loan from the bank to increase his herd size.  A third goal was to have a registered herd of high-quality cows that could produce one million pounds of milk a year.  Keeping debt to a minimum and paying it down quickly became a priority.

Adam spent three years renting his first farm.  From the beginning he decided to purchase his feed because, one, he did not want the added debt load from the machinery needed to grow feed.  Second, he felt it would take too much time to do fieldwork and pay the proper attention to the cows.  And third, Adam felt he had little talent for machinery and would rather focus his management on the cows. While renting, he purchased feed from the farm owners, but was not satisfied with the quality.  Many times the feed contained the moldy stuff at the top of the bunk or some rocks.  He continued to purchase feed from them because he did not want to tell his landlord that he had poor-quality feed.  Frustrated and dissatisfied with his current feed quality, Adam knew he had to make a change.  Adam’s nutritionist told him of a feed supplier named Wilbur McIntyre who had a good reputation for selling quality feed.  Wilbur had been a successful dairy farmer in the past.  Adam decided to contact him and see what he had to offer.  He started by purchasing only corn silage from Wilbur, but was so happy with the quality that within one month he began purchasing haylage as well.  When Adam switched to Wilbur as his feed supplier, it was a big turning point for his business.  At $35/ton for both corn silage and haylage he was paying a higher price, but in the big picture it was more profitable. Good feed quality translated into improved cow health, increased milk production, lower veterinary costs, and a decrease in the amount of grain purchased.  Since Adam has had Wilbur as his feed supplier (almost 3 years) he has been very happy with the quality of feed and has developed a good business relationship built on trust.

Before purchasing his current farm in 2002, Adam visited the previous tenants several times to learn about the ups and downs of the farm.  He tried to distinguish between problems due to farm management and those due to the farm itself, before going ahead with the decision to purchase it.  He then knew what changes to make to the farm.  Most changes occurred in the main barn (tie-stall), which holds 58 milking cows.  It was renovated before the cows moved in.    These changes included a new water system, new vacuum and pulsation, increased ventilation, and an increase in stall size.  Along with the tie-stall barn, there are two heifer barns (one shed and one open peak barn).  The house and cattle barns sit on three of the 40 acres.  The remaining acres are used for hay and pasture (Table 1).

The farm currently has between 100-115 head of registered Holstein dairy cattle.  Calves from 0-9 months are custom raised by a local farmer.  At 9 months old, they are brought back to the farm and bred at 18 months.  All breeding is by artificial insemination.  Adam does the breeding work with a major objective to sell high-quality registered cattle.

The farm operation is kept simple because all the feed is purchased.  Adam has a small machinery inventory of: one manure spreader; a skidsteer; a headlock feeder wagon; and three tractors.  He really only uses one tractor, the (Case 2090).  The labor costs are minimal because it is all family labor (Table 2).  Nicole, his wife, spends approximately 3 hours/day feeding hay and bedding cows.  Adams’ oldest son, Anthony, spreads two loads of manure every day after school and will spend up to 10 hours working on the farm on weekends.  Adam himself puts in approximately a 12-13 hour workday.   

The current arrangement with Wilbur is to receive feed every other day.  Delivery day is when Adam spends time communicating with his supplier.  They enjoy talking about cows and farming.  In the spring they will talk about the feed supply that Adam will need for the year.  Trust has been established in this relationship by Wilbur consistently supplying Adam with good quality feed and in return Adam always pays Wilbur on time.  The relationship works well because they both take pride in their work and want to be successful.  Each knows that they are dependent on each other.  They also help each other out when needed.  For example, Wilbur has lent his rotary mower to Adam for renovating his pasture.  When Wilbur’s truck broke down, Adam borrowed a truck to pick up his feed until Wilbur could get his fixed, without making adjustment to the feed price. 

Finances on this farm are simple to manage and monitor.  Nicole keeps the financial records. They budget for a $12/cwt milk price and do not include income from cattle sales in the budget.  Adam always keeps his expenses as low as possible so there are no major changes in financial management when milk prices are low (as in 2002/2003).    Feed price is always $35/ton for corn silage and haylage.  There is no negotiating or variations; therefore, Adam knows exactly how much is spent on feed. Adam always shops around for grain and hay and is not afraid to switch these suppliers.  The veterinary bill is kept low because he gets quality feed and has renovated the barn with cow comfort in mind.  Labor costs are minimal with family help and no hired hands.  When money does get tight, like in 2002, Adam will manage the cash flow.  For example, he will reduce his schedule to flush embryos according to how much cash is available.  By having high quality animals he has the option of selling one or two cows when milk prices are low, as opposed to having to sell several lower-quality animals to produce the same return.  Although, 2002 was a difficult year for the dairy industry, Adam went through the year with no losses.

Long-term financial planning is achieved several ways on this farm.  Adam tries to pay cash for everything, which keeps his debt load down.  Right now he is concentrating on debt reduction.  When short-term debt is paid in three years, he would like to decrease the herd size down to 40 milking cows.  He is also concentrating on building a quality herd for long-term profitability. He has some IRA’s, but plans to retire with the sale of his high-quality herd.

Many factors contribute to the success of this small dairy farm: setting and achieving goals, experience from working for others, good management, and lots of work.  The decision to urchase rather than grow their own feed, has allowed Adam and Nicole to establish their own farm at a young age.  They have avoided a large debt load by purchasing only cows.  Their time is devoted to what they do best, managing the cow herd.  Growing their own crops would not have saved them any money.  Purchasing all their feed simplifies business management and controlling costs.  The basis for retirement and financial planning has shifted from having a large base of assets that includes lots of machinery and real estate, to one of just limited real estate and the herd of cows.

There is an added risk to outsourcing your feed supply.  Not only does Adam have the risks of weather and the milk market, but also the risk of a reliable feed supplier.  A turning point for success was when Adam found a reliable source of high-quality forages for his herd.  So far, it has worked out very well.  Fortunately for Adam, he is one of Wilbur's primary customers.  Long-term, Wilbur will stop growing feed before Adam stops milking cows because of their ages.  Long-term planning and good business relationships are essential to manage this type of risk.

Success in business, especially for a farm, includes quality of life issues.  Adam does not feel pressured or depressed from the responsibility of running a farm.  He has time to spend with his family and has coached his son’s basketball team and helps out with soccer.  Their quality of life is reflected in the fact that the whole family loves working on the farm.  Farming is enjoyable for the family.  The decision to purchase feed rather than grow it has helped Adam run a successful dairy business and enjoy life outside of farming.  Plus, it has allowed him to run the small size dairy that he prefers to do.

Finding the right supplier when outsourcing feed is a critical decision.  A unique aspect of this case study is that two strangers were able to develop a successful business relationship.  Normally, one would not rely on a stranger for such a critical part of one's business.  However, Wilbur and Adam both had good reputations in the community as good farmers and honest in their business deals.  As stated by one loan officer, "past performance is an indicator of future reliability".  Usually it takes time to develop a good working business relationship.  In this instance, researching each other's background by learning their local reputation proved successful.

TABLE #1 - FARM SUMMARY

Livestock
75 Milk Cows


40 Hiefers

Buildings
58 tie-stall barn w/ pipeline milksystem


1 open peak barn (heifers)


1 shed (heifers)

Acreage
3 acre farmstead, 37 acres hay and pasture

Machinery
Case 2090 (106 HP) for manure spreading


JD 70 (52 HP) not used


Farmall M (50 HP) not used


Skidsteer


Manure Spreader


Headlock Feeder Wagon

TABLE #2 – DAILY CHORES
TIME
CHORE
PERFORMED BY

6:00 AM
Feed and Clean Barn
Adam & Nicole

6:50 AM
Milk 
Adam

8:30 AM
Breakfast


9:00 AM
Fee & Grain Cows, Feed Heifers
Adam

11:30 AM
Catch Up On Odds & Ends
Adam

12:30 PM
Lunch


1:30 PM
Feed Hay
Adam

2:00 PM
Catch Up, i.e. Clip Cows
Adam

3:00 PM
Spread Manure
Anthony

4:30 PM
Clean Barn, Feed Silage & Grain
Adam, Family

6:30 PM
Milk
Adam, Family

8:30 – 9:00 PM
Feed Silage
Adam, Family

Table 3.  Dairy Farm Business Analysis, Adam Liddle Dairy Farm, 2002
Benchmark
Adam Liddle 

Farm, 2002
Ave. of comparable NY farms

Purchased Dairy Feed (Roughage) /cwt
$2.86
$0.21

Purchased dairy grain & conc. / cwt
$2.46
$3.97

Purchased Feed & Crop Expense /cwt
$5.32
$5.17

Purchased Grain & Conc. 

as % of milk sales
19%
25%

Vet & Medicine / cwt
$0.721
$0.59

Operating Costs / cwt
$13.33
$11.72

Milk Sold per Worker
634,121
5000,548

Cows/worker
30
28

1) Adam has an aggressive breeding program for his herd, which includes flushing embryos.
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