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Cow comfort, feed efficiencies and maximizing production 
are current drivers in today’s dairy industry. 2012 showed posi-
tive growth; however, unlike the growth trends that were seen 
in the early 2000’s, Pennsylvania dairymen are spending money 
on capital improvements and renovations to their current opera-
tions instead of taking on major expansions. 

David Hudish, regional manager with AgChoice Farm Cred-
it, sees cow comfort at the top of most dairymen’s list.  

“Farmers are looking at improvements on the operation with 
their existing cow numbers for profit rather than major increas-
es in herd size,” he observes. Adding more fans, sprinklers and 
mattresses in stalls are just a few examples of the improvements 
made on dairy operations in the Keystone State during the cur-
rent economic climate. 

Farmers realize that it is milk production that drives profits, 
and they are looking for opportunities to improve the bottom 
line by improving crop yields, producing quality forages and 
getting a few extra pounds of milk per cow out of the herd. 

After 2009, the pendulum moved too far. Many farmers had 
put off improvements that needed to be completed because pro-
ducers were reluctant to spend money on their dairy operations: 
The future was unknown.

Even though it has been four years since that extreme eco-
nomic downturn, 2009 is still referenced as a mark in the indus-
try. The year not only impacted the way farmers are willing to 
take on extra debt, it also made lenders take a stronger look at 
lending practices.  

The general economic collapse of 2008 and 2009 caused 
everyone, including lenders, “to take a hard look at financial 
numbers.”  

Hudish recommends “tips for farmers to consider as they po-
sition themselves for success.”
u Keep good financial records and understand what they are 

telling you.
u Take advantage of learning opportunities and programs 

that help you manage your business.
u Partner with a lender that understands your business.
“Pennsylvania farmers are good at managing milk produc-

tion, but they do not always take time to understand what is 
going on financially,” says Hudish. In the wake of tax season, he 
points out that many “Pennsylvania dairy farmers keep records 
for tax purposes, but they typi-
cally do not have knowledge 
of their true financial situa-
tion.” 

Farmers who understand 
their cost of production and 
breakeven milk price will 
be able to better withstand 
the volatility of the markets 
swings, Hudish relates.  

AgChoice encourages dairy 
farmers-especially young 
and beginning dairymen-to 
understand how to calculate 
the costs of production, to 
know the breakeven milk price for their operation and to take 
advantage of the tools that are available to protect themselves 
and the farm.  

Debt load, fixed and variable costs and milk prices vary from 
farm to farm, which makes it more imperative that individuals 
understand what it takes for them to produce a hundredweight 
of milk. These swings affect each operation differently and it is 
critical in both the dairy and the crop industry for producers to 
be aware of the numbers. Time spent managing financials is just 
as important as production management. 

There is a thought throughout the industry that lenders are 
apprehensive to loan funds, but Hudish says that is not the case.  
Funds are available, but many lenders want to know that pro-
ducers have the financial and business know-how to manage an 
operation in today’s environment. 

Because of the swings and the volatility, AgChoice is en-
couraging farmers to participate in educational programs and 
implement risk management strategies.  AgChoice members are 
encouraged to complete Biz 360, a tool that helps farmers assess 
risk management on their farms. Biz 360 includes several ques-
tions that depict the level of risk management that is already in 
place on a farm and shows warning signs and areas of strength.  

Crop insurance, life insurance and health insurance are key 
components of risk management, as well as important “what 

steps are in place if the 
farm loses a key em-
ployee?”

Farmers in other parts 
of the country have been 

proactively using risk management tools for many years; how-
ever, they are not widely embraced by Pennsylvania dairymen. 
AgChoice sees this as a trend that must improve if the industry 
is going to remain strong.  

Hudish says “It is not about hitting the highest price but giv-
ing the farm protection from the low cycles and maintaining 
a positive cash flow year in and year out;” which circles the 
farmer back to understanding what the breakeven cash flow is 
for the operation. 

Many farmers do not embrace the financial side of their busi-
ness, and they typically shy away from analyzing their financial 
statements, relying on help from a lender or financial advisor. 

Hudish recommends that farmers learn how to interpret their 
financial statements, understand their farm’s incomes and ex-
penses, know how their income statement impacts their balance 
sheet, and provide good, accurate numbers to the financial advi-
sor and lender. He recommends that producers know how to 
answer the questions:
u What are the numbers telling me? 
u How do I use them to help me make decisions?
The Pennsylvania dairy industry is sprinkled with smaller 

dairy operations and to help them better understand financials, 
AgChoice implemented a “small dairy benchmark.” For the 
past two years, 30-40 farms in the region participated in the 

program, which helped them take a hard look at their incomes, 
expenses and breakeven points to be able to show trends, weak-
nesses, strengths and to help establish financial targets.

Hudish says that, “Infrastructure and competition are ele-
ments in the Pennsylvania industry that are unique compared 
to other parts of the country.” He encourages producers to work 
with a lender that understands their business and to take time to 
research lenders and understand how they operate. 

Hudish sees a “bright future in the ag industry and specifical-
ly in dairy, however education is a key element in that success;” 
farmers can’t have a “wait and see what happens this year” atti-
tude.  AgChoice offers SmartStart and AgBiz Masters, two pro-
grams for young and beginning farmers to educate them on how 
to improve their financial and business management skills. The 
goal is to motivate the next generation of farmers to pay more 
attention to the business portion of their dairy operation. 

Pennsylvania dairymen are fortunate to have organizations 
such as the Center for Dairy Excellence, Professional Dairy 
Managers of Pennsylvania (PDMP) and events like the PA 
Dairy Summit to educate and support them. These organiza-
tions and events are great ways to advocate for and encourage 
farmers to make sound decisions. 

Lenders want to see farmers take an active role in managing 
the financial aspects of their businesses. 

Hudish is bullish on the dairy industry and says that, “The in-
dustry in PA is very strong, competitive and maintains a strong 
work ethic.” With the “volatility in the market, it will take 
strong financial management from Pennsylvania dairymen to 
manage liquidity and remain profitable in the business.”

PDMP.org • 877-326-5993 (toll free)
“Seeking to advance the dairy industry in Pennsylvania 

through improved productivity and profitability.”

  (Above) Loan officer Darryl Gross 
(left), delivers a patronage check to 
Ronald Wenger of Peasant Hall, Pa. 
while Wenger’s sons Gavin and Col-
lin look on. This spring, AgChoice 
distributed $12 million patronage 
dollars to customers for the previ-
ous year’s earnings. 

  (Right) Farm Credit associations 
have a cooperative structure; one 
unique benefit of AgChoice is that 
its customers receive patronage, 
as a share of profits.  This graph 
shows the past 14 years of distribu-
tion. Aside from cash allocation, the 
patronage also lowers a customer’s 
effective interest rate for the year. 
In 2012, it was approximately 1.1% 
lower.  

Know your numbers... a key component 
for success in today’s dairy industry
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(Left) There are 10 AgChoice branches across the state of Pennsylvania that offer lending 
services, business management programs and financial consultation. David Hudish, regional 
manager of AgChoice Farm Credit’s York office says there is a “bright future in the Pennsylva-
nia dairy industry.” He encourages young and beginning dairy persons to participate in their 
business programs to improve management skills and maintain a healthy dairy operation in 
today’s volatile economic climate. 


