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Introduction
THIS BULLETIN IS THE SECOND in a three-part series 
intended to improve dairy farmers’ risk-management 
assessments and decision-making. In this publication, we 
address partial budgets and capital investments.

Partial Budgets
One constraint of an enterprise budget is its limitation to 
a single enterprise. However, partial budgets hold no such 
restriction, thus enabling analyses of the changes involved 
(e.g., investments, financing, downsizing) among different 
interacting enterprises. Indeed, partial budgets (Figure 1) 
help a dairy producer separate out the possible changes or 
modifications made to a dairy operation and thus help her/
him recognize their effect on (potential) profits. Each partial 
budget ultimately can handle analyses of two alternatives at 
a time: the current situation and a (single) proposed change. 

In short, partial budgets compare the profitability of what is 
currently being done with a possible change or alternative 
in the dairy operation. Essentially, you can prepare 
numerous partial budgets to analyze several different 
possible scenarios, focusing on those changes that affect 
income, costs, or both. If you determine from these analyses 
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