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DAIRY FARMERS' BARNINGS IN 3QUTHELSTERN MINNESOTA
Prepared by @7, P, Roanney

The University of Minnesots and the United States Department of Agricul-
ture have been coopercting with a group of dairy farmers in southeastern Minnesocha
since January 1, 1928, in studying the factors and methods of management affecting
farm earnings, For the fiscal year, January 1, 1929, to January 1, 1930, there
were one hundred scventy-two farmers in Dodge, Freeborn, Goodhue, Rice, Steecle and
Vnseca Counties, who completed account book records,--an increasc of 40% over the
previous year,

The forms included in this study are dziry forms with hogs ranking next
to the cow in importance as = source of income, They are fairly typical of the
deiry system of furming in southeastern Mimnesota. The principal cash income is
from the sale of dairy products, mainly as cream to farmer-owned cooperative
creameries specislizing in the manufacture of high quolity butter., The data se-
cured in 1929 show that the average receipts from the sale of dziry products con-
stitute 33% of the average cash income for the farms studied, dairy cattle 16%,
hogs 26%, poultry and eggs 8%, other livestock 2%, crops 10%, 2nd miscellaneous
and outside 5%, Ths cash crops include wheat, potatoes, flax, sugnr beets, and
cenning crops, Most of the feed for livestock is grown on these farms, and in-
cludescorn, silage, ozts, barley and hay,

, The averoge size of the farms studied in 1929 was 176 acres in size
and the average farm inventory of $25,494, not including the value of the
operator's house, was distributed as follows: Land 65%, permanent improvements
16%, fe;ds and supplies 8%, machinery and equipment 7%, cows 6%, and other live-
stock 8%.

The average receipts and net increases for these farms was $4431 from
productive livestock, $610 from crops and feeds, and $1C1 from miscellaneous
receipts and outside work, making an aversge gross return of %5142, or $29 per
acre, The expenses, net decreuses and other deductions included the following
items: Buildings, fencine, and tiling, $156; machinery and equipment $467;
horses ®7; general livestock %68; taxes and insurance $312; crop expense $198;
hired lapor $293; board for hired labor $110; unpaid family lobor $361; general
farm expense %30; and intesrest at 5% on the investment $1275; making the nversge
total deduvctions $3277, or $19 per ncre, After meking these deductions the net
return to the proprietor for his labor and management, ox operator's labor earn-
ings, averaged $1865, which consisted of 4326 for form produce used in the house,
an increase in inventories of %265, and realized cash receipts of $684., These
earnings arc higher than con be expected for the nverage of 211 farmers in these
counties, because of the bettsr practices in effuct on most of the forms studied.

Published in furtherance of Agriculturzl Extension Act of Moy 8, 1914, F,7,Peck,
Director, Agriculturnl Extecnsion Division, Department of Agriculture, University
of Minnesota, cooperating wit™ U, S, Department of Agriculture,
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There was an increase of 5594 in the nverage eurnings for 1929 over
those for 1928, Twenty-two fermers drcpped the work at the end of 1928 and
seventy others joined the group of 102 who were in the project both years, The
result of these changes was an increase of thirteen scres in the average size of
the farms, and an increase of 1839 in tlhe average investment, Expenses per acre
were approximately the same both years, but the gross returns wvere $2.60 per acre
higher in 1929, This increase in gross returns accounted for approximately $460
of the increased earnings,and the increase in size of farms for about $130, Part
of the increase in gross returns was due to higher net cash receipts, due mainly
to the higher average price received for hogs sold in 1929 and higher crop yields
which more than offset lower prices feor butteri .t nd wool, However, an increase
in the amount of feeds and livestozk on hand at the end of the vear as compared
with the beginnine of the year accountzd for the egrcater part of the increase ir
gross returns and operator's labor zarnings,

As in 1928, the records showed a wide range in the financial returrs,
anounting to nearly 36500 in 1929, Some formers not only received no monetary
pay for their work but their records sh:-wed considerable losses, The more im-
portant reasons for these variations in earnings are oresanted in the following
tables and discussion,

-«

1, A 1large business not only provides 2 larger volume of salable products
but also makes possible a more efficisnt use of labor, power and equipment,

Table I, Relation of Size of Business to Farm Earnings

Werk Units per Farm* No, of Average
Group - Average Fgrms Barnings
900 and above 1120 13 $2948
700 - 899 793 24 2837
500 - 699 588 67 1780
300 -~ 499 402 56 151%
100 - 299 230 12 849

*To measure sige of business on these dairy farms, wFro-
ductive man work units"™ are used; these are besed on the
amount of man labor required for the livestock and crops,
using standerds devcloped from Steele Tounty rarm Account-
ing Route data, (1920-1924),

2, Increcsing the amount of livestock per 100 acres increases the size of
business and to that extent tends to increasc earnings, The fact that the second
group in the accompanying table shows slightly higher earnings than the group
having the largest number of livestock units per 100 acres may be due to the
presence of several large farms in the second group; or perhzps soms of the farms
in the top group have reached o limit beyond which more livestock tend to un-
balance the ferm business sufficiently to offset the advantage of size which they
contribute,

Table II Relation of Amount of Productive Livestock to
Farm Sernings

Livestock Units per 100 Acres No,of Average
Group ) Average Farms Ezrnings
27,0 and aboeve 31,4 11 $2405
22 ~ 26,9 24,2 34 2459
17 - 21,9 19,3 64 1722
12 - 16,9 14,3 52 1667

Below 12 9.6 11 1253



-3 -

3, As a rule, high crop yields tend to reduce the cost of production under
the usuel practices in this area, and tend fto incresse z2arnings.

Table IIT, Relation of Crop Yields to Farm Bxrnings

Index of Crop Yields No,of Averzge
Group - . Average Farms Earnings
123 and above 131 ' 15 $2928
108 = 122 114 42 2025
93 -~ 107 101 53 1914
78 - 92 86 44 1718
Below 78 69 18 821

4, High butterfet production per cow affects farm ecrnings just as do in-

crecsed crop yields, This is especinlly important on these farms since butterfat
sales are the major source of income,

Table IV, Relation of Dairy Production to Farm Warnings
Lbs, Butterfat pr Cow No,of Average
Group .~ Aver-ge Forms Enrnings
320 and above T 346 ‘ 12 %2595

270 - 319 289 45 2163

220 - 269 244 61 1887

170 - 219 198 47 1516
Below 170 153 7 841

5, Efficient feeding has a v:sry important bearing on the esarninss on farms
receiving 85% of the receipts from livestock,

Teble V, Relation of Feeding Efficiency to Farm Earnings
Returns Above Feed Cost per

Unit of Livestock** No,of Aver=ge

Group Averoge Tarms Enrnings
$105 and cbove 117 18 $2982
85 - $104 92 36 2159
65 - 84 75 59 1873
45 - 64 56 43 1530
Below 45 37 16 816

**Unit of livestock here recpresents amowit of productive
livestock which in 1929 on these forms gave the some ave~
roge return above feed cost as one cow,

6, Lebor is one of the most important elcments of cost in farm production,
Even thoush most of the labor on thesc farms is contributed by the farmer -~nd his
family, farm earnings sre increased materially by using it effectively,

Table VI, Relation of Lebor E&fficiency to Farm Earninegs

York Units per VYorker No,of Average
Group Averoge Farms Eornings
400 and above 459 20 $27B8
326 -~ 399 354 34 2257
250 -~ 324 285 63 1808
176 - 249 £l4 44 1471
100 - 174 159 11 875

There ~re other factors of minor importance in general, but of vitoel im-
portence in & number of individual cases, Keeping down overhecd expenses is an
example for the year 1929, A few fnrmers were low in earnings, due primarily to
high expenses, In & year of unusuelly low enrnings for all farmsrs, cxpenses would
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undoubtedly show up as a more important factor in general, Prices received for
products sold (affected by quality of product and time and place of sale) and the
gelection of high profit crops are other factors worth mentioning,

Probably no other fact pointed out by this study for both 1928 and 1929,
is of more significance than the effect of 2 well balanced business on farm earn-
inga, Although a high degree of success in one enterprise may overbalance low re-
turns in other departments, the more factors in which 2 farmer excels, or ranks
above the average of a group of farms, the more likely his return will rank high.
This is well illustroted in the following table, using the six factors presented
in Table I to VI inclusive,

Table VITI, Effect of Jell Balanced Business on Farm Earnings
in Southenstern Minnesota -

pm—

No, of Factors "No, of Farms Average
Avove the Average in Each Group Earnings

6 ' 7 ' 33654

5 19 3178

4 35 2174

3 31 1898

2 46 1410

1 23 1119

0 11 842 .

This study brings out some of the more important factors=reec¢ting farm
earnings in this area amd expleins in pert, 2t least the wide range in financial
success attained by these farmers, sccidents, sickness, misfortunes, and lack of
capital are factors in some cases although some farmers succeed in spite of these
handicaps, Although each farm is o distinct problem in itself, there are general
principles of management brought out in this study, that appecr to aid in se-
curing higher earnings, when they are put into practice intelligently, A compari-
son of the 1929 records with those of 1928 presents numerous examples of formers
who increased their relative earnings by going up the ladders in the various
fectors of management, and several examples of those who made relatively lower
incomes because their efficiency fell down in several points,

MINNESOTA FARM PRICES FCR APRIL 1930

The index number of Kinnesoto farm prices for the month of April 1930
was 100,9, Vhen the average of f~rm prices of the three Aprils of 1924-25-26 is
represented by 100, the indexes for April of each year from 1924 to date are as
follows:

April 1924 - 82,4
" 1925 - 105,9
" 1926 - 112.4
" 1927 - 110.4
" 1928 -~ 106.2
" 1929 - 111,3*
" 1930 - 100,9*

*Preliminary
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The price index of 100,9 for the past month is the net result of in-
creases and decreases in the prices of farm products in April 1930 over the ave-
rage of April 1924-25-26 weighted according to their relative importance, These
increases ronged from approximately 40 per cent to 1, =2nd the decreases from 30
per cent to 2, The products ranked nccording to the size of their percentage in-
creases or decreases in this comparison are shown in the following list:

Principal Farm Products which Showed Price Increases and Decreases
in April 1930 when Compared with Average Prices in
April 1924-25-26
(arranged in descending order of percentage change)

Increases Decreases No Change
Cattle Yheat Corn
Potetoes. Loamba-Sheep :
Calves arley
Flax Rye
Milk Butterfat

Hogs

Hay

Lggs

Onts

Chickens

Although the Minmnesot2 index for April 193C, dces not measure price
changes from March 1930, 2 comparison of month to month changes in price has
been made, The increanses range from 9 per cent to 1, and the decreases from
8 per cent to 5, The products ranked according to the size of their percentage
increase or decrease in April 1930 over March 1930, are shown in the following
list:

Principal Farm Products which Showed Price Increases and
Decreases in April 1920 when Compored with March 1930
(arronged in descending order of percentage change)

Increases Decreases No €hange
Potatoes Calves “heat
Chickens Lambs~-8heep arley
Corn Hogs Rye
Butterfat Flox

Eggs

Oats

Hey

Cattle

Milk

D.D., Kittredge



