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Key Concepts… 

 Why the Profit Opportunity Analyzer (POA) 

was developed 

 What’s behind the calculations 

 Inter-relationships we learned about 

 How you can use it 
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Bell shaped income curve 

2001 Dairy Operator Net Incomes
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Widely divergent incomes, yet 

 All farms in same geographical area 

 All receiving about the same prices for 

their products 

 All paying about the same price for 

supplies 

 All dealing with about the same weather 

and soil 
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“Secrets” to management success 

 The most profitable operators… 

 Identify their biggest profit bottlenecks 

Focus on fixing them 

 What the Profit Opportunity Analyzer 
does… 

 Identifies the biggest profit bottlenecks 

Focuses the management team on fixing 
them 
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Who are customers for this 

product? 

 AgSource members 

 Producers who want to control their future 

 Producers who want to make more money 

 Producers with large or small herds, this 

product is size neutral 
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Why the Profit Opportunity 

Analyzer was developed 

 Wanted to make our DHI numbers more 

meaningful – differentiate AgSource 

 When times are hard (summer of 2005) 

producers invariably cut expenses. Not 

always the smartest move. We can identify 

far larger income opportunities. 

 Industry input 
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A few Profit Opportunity Analyzer 

basics 

 Only available for Holstein and Jersey herds 

 Holstein dairies divided by herd size: <100 cows, 100-

250,251-500 and >500 cows 

 Order on the AgSource website or handouts 

 Results e-mailed out, generally within 24 hours 

 $75.00 per report 
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What’s behind the calculations? 

 Management areas 

focused on… 

 Use of benchmarks 

 Compares to 80th 

percentile peer group 

performance 

 Benchmarks are like the 

Pirate’s Code (more like a 

set of guidelines). Not the 

Law 
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What are “Profit Opportunities” 

 Not exactly “profit” 

 More like “income opportunities” 

Why? 

 Made up of income from production 

increases 

 Other income sources & lowering 

expenses 
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Production increases 

 Reproduction 

 Udder health 

 Transition & dry 
period 

 Genetics 

 Nutrition & 
management 

 Not – Turnover mgmt. 
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“Big picture” number 

Benchmarks 

Detail of opportunities 

Trend graph – balances 

use of annual figures in 

calculations 
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Let’s stop for a minute… 

 Is the 80th percentile the “ideal” 
turnover rate? (No, it’s a 
guideline) 

 Why are sales for dairy 
removed from turnover? Sales 
from dairy help maximize 
income – a good thing 

 What question are we trying to 
answer? 

 Individual culling decision?-
No, we are looking at the 
bigger question of overall 
turnover. Is there an 
opportunity to raise profits? 
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Do herds with higher turnover have 

higher production? 

Turnover vs RHA Milk (Minus Sales for Dairy)
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Holstein herds > 100 cow s



© 2008 CRI 

What about low turnover herds? 

Turnover, <20% vs RHA Milk

y = 1E-06x + 0.1294

R
2
 = 0.0094
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All AgSource Holstein herds > 100 

cows; June 2008
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Unadjusted Turnover vs RHA Milk

y = -1E-06x + 0.3907

R2 = 0.0012
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Let’s forget about sales for dairy 



© 2008 CRI 

So, what can we learn? 
Turnover vs RHA Milk (Minus sales for Dairy)

y = -8E-07x + 0.3418

R
2
 = 0.0009
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Holstein herds > 100 cow s

1. Higher turnover does not appear to be related to higher production 

2. Higher turnover has costs (either opportunity or actual) 

3. Higher than 80th percentile turnover (adjusted for dairy sales) should be 

avoided 

Transition Cow Index® (reflecting fresh cow management), by 

contrast, is related to higher production 

No relationship to higher production 

Transition Cow Index versus RHA Milk

y = 0.1294x - 3488.6

R
2
 = 0.2262
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Whoa!! Where did 

this number come 

from? 
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What was 

80th 

percentile 

turnover for 

herds >500 

cows? 

A herd with a 20% Pregnancy Rate (PR) can replace 23% of their herd for reasons 

other than reproduction and stay under 30% turnover. A 10% PR herd can not do 

this. 
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How about milk loss due to poor 

reproductive performance? 

Calculations… 

<17 K RHA 

17-21 K RHA 

21-25 K RHA 

25-30 K RHA 

>30K RHA 

User inputs milk, 

replacement, cull, calf 

and interest price 

•64% 2nd & > lactation 

cows, 36% 1st lactation 

•Value of milk and calf 

calculated for present 

lactation and 305 days of 

subsequent lactation 

•Surrogate cows 

• Adjusted using NPV 

•Annualized 
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Veerrrry interesting… 
Income at Different Conception Days (25-30,000 RHA) 

DIM 

Pregnant 

Total 

Days  Per Day  Annualized 

66 652  $       15.62  $5,700 

87 673  $       15.45  $5,641 

108 694  $       15.29  $5,581 

129 715  $       15.13  $5,521 

150 736  $       14.96  $5,461 

171 757  $       14.80  $5,401 

192 778  $       14.63  $5,342 

213 799  $       14.47  $5,283 

234 820  $       14.32  $5,225 

255 841  $       14.16  $5,170 

276 862  $       14.01  $5,115 

297 883  $       13.87  $5,062 

Open Cows 

Culled 644  $       14.83  $4,019 

Same trend regardless of production level. 
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Details 

Inputs 

Replacement cost  $        2,100  

Cull cow price  $           700  

Calf value  $           650  

Milk Price/pound  $        0.185  

Interest Rate  0.079 
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So… 

 We don’t care what your 
VWP is 

 For the model to work, 
everything is converted to 
a VWP of 55 days 

 If your VWP is 80 days 
and we convert it to 55, 
watch your Pregnancy 
Rate drop from 21% to 
17% 

 All Pregnancy Rates are 
not equal! 
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If we don’t have reproductive 

data… 

We use “Average 

Days In Milk” as our 

reproductive 

performance measure 
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We don’t use averages! 
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Converting a 

herd’s Wtd. 

Average SCC to 

LSCR does not 

work! 

Profit 

opportunities 

calculated on 

Wtd. SCC and 

LSCR 
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Interesting 

example 
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Transition Cow Index®  

•Milk production 

•1.27# milk 

•Increased survivability 

•0.00265% 

Dry period length 

management 
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Net Merit is a lifetime 

figure and is adjusted to 

an annual number here 

In February 2007 every 

unidentified sire went 

from being a null to 

getting that breed’s 

unidentified sire’s NM$ 
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A treasure trove of 

information on this 

page! 

Serious money 

1st lactation cows 

should be 5-600 

lbs above older 

cows 

This herd’s TCI was around the 10th 

percentile. Does that make sense? 
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The details… 

All equations are provided, the herd’s 

own values are shown in the calculations 

and pertinent research is identified 
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So, how do we use this thing? 

 Where do you start? 
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Steps to Problem Resolution… 
1. Recognize that 

there is a problem 

2. Quantify the 

problem 

3. Devise a 

solution/plan 

4. Implement the 

solution/plan 

5. Monitor progress – 

re-evaluate if 

necessary 
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What I hear from consultants, “I knew there was a 

problem in the milking, but I could never get their 

(client’s) attention until I showed them this report.” 
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AgSource can identify opportunity 

areas, but we can’t… 

 Evaluate if reaching 80th percentile 

performance is profitable 

 Evaluate if reaching 80th percentile 

performance is achievable 

 Identify what the problem is 

 Develop and implement a plan 
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What the Profit Opportunity 

Analyzer can do for you… 

 Make you more than just “the feed 

guy/gal” or “the vet” 

 Makes you part of the management team 

Ability to affect the real issues on a dairy 

 Draws you closer to your customer 

 Makes price (service or product) less of a 

factor in their (client) buying decision 
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How AgSource members use the 

Profit Opportunity Analyzer… 

 Identify bottlenecks and focus their efforts 

 At team meetings, gives everyone a 

standard set of information – all can then 

focus on solutions 

 As centerpiece of financing proposals to 

lenders 
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Big contributors… 

 Kent Weigel, PhD, UWEX 

 Ron Visser - Genex 

 Ken Nordlund, DVM - UWSVM 

 Dick LaCroix - AgSource 

 Pete Giacomini - AgSource 

 AgSource Board of Directors 
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Questions? 

Learn more at… 

www.agsource.com 

info@agsource.com 

800-236-0097 

http://www.agsource.com/

