|

7/ “““\\\ A ECO" SEARCH

% // RESEARCH IN AGRICULTURAL & APPLIED ECONOMICS

The World’s Largest Open Access Agricultural & Applied Economics Digital Library

This document is discoverable and free to researchers across the
globe due to the work of AgEcon Search.

Help ensure our sustainability.

Give to AgEcon Search

AgEcon Search
http://ageconsearch.umn.edu
aesearch@umn.edu

Papers downloaded from AgEcon Search may be used for non-commercial purposes and personal study only.
No other use, including posting to another Internet site, is permitted without permission from the copyright
owner (not AgEcon Search), or as allowed under the provisions of Fair Use, U.S. Copyright Act, Title 17 U.S.C.


https://makingagift.umn.edu/give/yourgift.html?&cart=2313
https://makingagift.umn.edu/give/yourgift.html?&cart=2313
https://makingagift.umn.edu/give/yourgift.html?&cart=2313
http://ageconsearch.umn.edu/
mailto:aesearch@umn.edu

SOME FACTORS AFFECTING THE EARNINGS OF FARMERS

4

in

SOUTHWESTERN MINNESOTA

UNIVERSITY OF MINNESOTA
Institute of Agriculture

and

UNITED STATES DEPARTMENT OF AGRICULTURE

1200/12/54

Cooperating

Report No, 219
Department of Agricultural Economics
University Farm
St. Paul 1, Minnesota
November, 1954




INIEX

Some Factors Affecting the Farnings of Farmers
in Southwestern Minnesota

Index:
Introduction ,
Farmers' Barhings, 1943-52
Range in Parnings by Years
Some Mansgement Factors That Affect Farnings
Size of Business
Crop Yields
Efficiency in Production
Feeding Efficiency
Labor Efficiency
Bfficiency in Cost Control
Organization of the Farm Unit
Choice of Crops
Intensity of Livestock Production
Well-Balanced Farming Most Profitable
Bach Farm An Individual Problem

Page

13
14
15
16
16
16
17
18
18
19
20
21




Some Factors Affecting the Farnings of Farmers
in Southwestern Minnesota

Prepared by T. R. Nodland and G. A. Pond

INTRODUGTI ON

All studies of farm earnings show wide variations among individual farmers
in a given community within a particular year. Tven though weather, soil, market
opportunities and other factors affecting earnings are fairly constant from farm
to farm some farmers have earnings four or five times as high as those of others
in the same neighborhood.

It is the purpose of this study (1) to show some of the differences in earn-
ings that exist among farmers, (2) to show the trends in expenses and receipts
from year to year and (3) to analyze the effect of some of the major management
factors on earnings.

The data used in this study were secured from the farm records of the
members of the Southwestern Minnesota Farm Management Service. This service is
a cooperative farm management service operated by the Institute of Agriculture
of the University of Minnesota, the Southwestern Minnesota Farm Management
Association and the United States Department of Agriculture. It began opera-
tion in 1940. This report includes the records secured over the ten-year
period 1943 to 1952. A total of 1405 farm-year records were obtained from
farmers living in 13 counties and were distributed as follows:

Nobles 371 Cot tonwood 70
Redwood 210 Watonwan 66
Jackson 181 Lincoln 13
Faribault 162 Pipestone 10
Murray 147 Brown 6
Martin 87 Lyon _5
Rock 77 Total 1405

The farms included in this study are larger and maintain more livestock
than the average farm in southwestern Minnesota. The operators in general are
above average in managerial ability. Nevertheless the farms are reasonably
representative of the types of farming followed in this section of the state and
serve to illustrate the wide range in accomplishments among farmers in general.

FARMERS' BARNINGS, 1943~52

The average size of farm, capital investment and income per farm are
shown in table 1. The income from sale of hogs and beef cattle make upn 59 per
cent of the total sales for the ten-year period. The other items in the order
of their importance are crops, 18 per cent; dairy cattle and dairy products,
8 per cent; poultry and eggs, 8 per cent; and sheep and wool, 4 per cent. The
remaining 3 per cent of the sales are made up of the sale and trade-in value of
machinery and equipment, income from work off the farm and other miscellaneous
items. In addition to the average total sales of $20,048 for the ten-year
period there was an increase in inventory of $2,056. The inventory increase is
to a considerable extent due to rising price levels throughout most of the
period resulting in a higher value being placed on feed and livestock on hand.
A substantial part of the increase is also the result of purchases of new
machinery, equipment and buildings.
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The total farm receipts fluctuated a great deal. During 1944 they were
only 62% of the ten-year average as compared to 125% in 1951. Much of this
wide fluctuation from year to year is due to changes in the prices received by
farmers. In addition weather changes caused some variation in total farm
receipts through its effect on crop yields.

The farm sales are shown graphically in figure 1. The cash sales of dairy
cattle and dairy products and poultry and eggs remained quite constant over the
ten years in spite of the generally rising price levels. This indicates a
steady decline in the quantity of these products that have been nroduced. The
income from the sale of crops has fluctuated with weather conditions and price
changes. The income from crops was particularly large during 1947 and 1948
when the support orices for flax and soybeans were at their high point. The
receipts from beef cattle showed a marked increase and exceeded the receipts
from the sale of hogs during 1951 and 1952,

The proportion of farm sales from various sources is shown in figure 2.
This chart emphasizes the increase in receivts from beef cattle and the de-
crease in poultry and egg sales.

Farm purchases, likewise, more than doubled from the low in 1944 to the
high in 1951. (Table 2) However, there was less fluctuation from year to
yvear than in the case of receipts. The expenses climbed rather steadily until
1952 when there was some decrease from the high peak of 1951. The purchases
of feed and feeder cattle are by far the largest items of expense amounting to
17 and 13 per cent respectively, of the total farm purchase.

Labor earnings, the measure of financial success used, varied from $2 810
in 1944 to $11.391 in 1947. This is the return to the operator for his labor
and management. It is obtained by a2dding the cash sales, the value of family
living from the farm and any increase in farm capital and deducting from this
the sum of cash farm expenses, any decrease in farm capital, and a charge for
the use of capital and unpaid family labor,

The expenses which are deducted from total farm sales to secure net cash
income are shown in figure 3. The expenses include the purchase of capital
items such as new buildings, power, machinery and equipment as well as current
operating expenses.

The nroportion of the total farm sales used to pay various farm expenses
and the amount remaining for the operator to pay for living expenses and for
savings are shown in figure 4. During 1950 and 1951 more than 80 per cent of
the total farm sales were needed to pay farm expenses. Expenses increased
rather steadily until 1952 when there was a substantial reduction in payments
for feeder cattle, ‘



FARM SALES
( DOLLARS)
28,000

26,000

24,000

22,000

20,000

1 8,000

16,000

14,000

12,000

BEEF CATTLE

10,000
8,000
6,000}
4’000_\ HOGS
2,000
b H ] 1 [ 1 1 1 1
1943 1944 1945 1946 1947 1948 1949 1950 951 1952

Fig. 1 Farm Sales, 1943-1952



PER CENT
100 MisC. ]
SHEEP 8 WOOL T —
90k j
/
POULTRY & EG6S DAIRY CATTLE & DAIRY PRODUCTS
80 ]
70
CROPS -
60
50
BEEF CATTLE
40
30 :———\/\ ]
20
HOG S
10 [~
o 1 1 i ] 1 1 1 | .
1943 1944 1945 1946 1947 1948 1949 1950 1951 1952

Fig. 2 Proportion of Farm Sales from Various Sources, 1943-1952



GGLs 9€6E 9164 2889 €L1€ 8€69 T6ETT 6628 2o0zy 0182 6405 sJuiuses Ioqe
TT04T 89812 #2swe  TS0T2  TE28T  1g6eT T224T  S29€T  OCQTT  602IT  SU6TT sesuedxe waey Tejoy
20T 16 62 66 20T 2T 91T G0T €8 8T1 hT d0QBT POJITY POYSTUINI pIsog
09¢€ gee L9€ 09€ 9%¢€ 2t 2en €9¢ r7A% 91¢ gee 10981 ATtwey predup
2022 7062  €ndie £ense £2ee 4022 1861 ™8T 7641 0081 0881 Te31de0 wIey uo 38og83uT
- - - - - - - - - rALT - Teitdeo wrey ug 9s8waldag
eHENT  BESBT SCETZ  6H0QT  OSHST 9229T  669HT  9TETT  T£96 £948 €196 seseyoand wrey Tejog
2T VT BT AT onT ont 2Tt 80T 18 08 F7) osusdxe wiey TBIOULY
09 48 L 84 9¢ T 19 67 15y 1 0t souBINSU]T
88 rArd! 921 80T 10T 6 49 69 r44 6S 9¢ sexey £31edoad Twuosieg
16¢€ a8 % 92h 86¢€ 29€ 11¢ 862 662 r4 %4 642 Sex®] 93w}S8 T®ey
664 ges 0T6 €48 248 6 964 €2l 9€9 159 6€L I0QB8T paaIy
062 T€C 982 1359 #8€ £ty TIE 892 612 261 89T  (deexdn) Sujousy puw sSulpTing
949 €20T 2801 15,72 806 6 754 601 04€ 62 9€2 (Meu) Sutouey pue SSUTPTILg
111 121 hT 61 921 €T 1T 26 46 8L 48 (deexdn) juewdinbe 3004SaATT
€11 L TAS LST 21 88 801 rAA L6 24 T6 €T (#ou) qusudinbe ¥o03saATT
92 %49 90€ 262 0TE 89¢ 062 8sz 13 74T LST(deexdn) Lrsutyoew Tezsuef ¥ doxp
%e 148 1211 SOTAl 6T€T 82LT 468 109 71 A% T2z (Meu) Lrouryosu Teroued % doxg
664 LITT  lL2ot 466 E46 616 £54 19 28¢ les 0ty (990170 ‘s®3) ‘yosuw temod ‘yooy
182 12¢ 60€ 11¢ 062 8s¢ £9¢ 80€ gee 2Lt 4T (deexdn

.m.H.m.x(Hm E.Nd.wv ‘gorul lomod .SOGS
H1d 019 £90T 7oTT 9TTT €LTT g bty 002 LEE 08T (msu

‘axeys wxer) ‘yoww Iemod Yooy
ARE 667 901 28t GLE 24 #6€ 00¢ PAYA 192 [ PeITY FIOM wO3STY
OtHe 8TEY  €lLén 08¢ 6262 926¢ 7104 6992 9THe 7912 080¢ Poeg
] 6L0T 666 996 158 211T §S0T 064 GLs 286 L0S sesuedxe doao STIOOUBILOSTN
042 69€ T6€ 82¢ 10€ €le 042 861 761 €41 66T sesuedxe 30045947] SN0OURTTEOSTN
ST e S 9 4 11 1 7T ST £x £c sesxog
24T 21 one 791 641 €€1 94T 791 G6T 002 691 L1y Tneg
€8t 69¢ 188 %1 S9¢ 7 1{s]9 797 009 12¢€ #69 deasyg
61y 19¢  G6¢ 844 Tty 68€ 99 2g¢ LLE c1€ 207 ssoH
6592 ot 184S 021n £€le ez 9161 UETA 06€T 6011 3T 9T313®0 JAeg
961$ ©92$  zses 12¢$ 412§ 041§ SETS LE2¢ 81T$ AR GETS 913380 Liteq

wammﬁ“o.md.nm E.H.mrm
26-€n6T 298T  1CBT 0561 61761 6T 6T oH6T a6t 6T EnéT
aTrIaay
CS6T—EqéT "wweg T9d SSUTUIey I0Qqe] puw sesusdxy oFeisay °g a1q®y



FARM SALES

(DOLLARS)
28,000 4

26,000

24,000

22,000 |~

T

20,000

NET CASH INCOME
18,000

I8, NEW BLDG S

14,000 NEW POWER,MACH INERY

AND EQUIPMENT

\
12,000 3-8 6engpa D
L
MISC. LIVESTOCK
8 CROP EXPENSE
N

10,000 LABOR

8
CUSTOM WORK HIRED

POWER,MACHINERY
EQUIPMENT 8 BUILDING
UPKEEP

8,000

OTHER LIVESTOCK PURCHASES
6,000

BEEF CATTLE PURCHASES
4000

2,000 FEED PURCHASES
0 | 1 | Il L i 1 ] ‘_J
1943 944 1945 1946 1947 1948 1949 1950 1951 1952

Fig. 3 Parm Purchases =nd Net Cash Income, 1943-1952.




PER CENT
100
90 L NET CASH INCOME
80
70
60
NEW POWER, MACHINERY 8 EQUIPMENT
w RAL_FARM
SO F MISC. LIVESTOCK 8 CROP EXPENSE
_____-/\
LABOR 8 CUSTOM WORK HIRED
40 |
POWER,MACHINARY & BUILDING UPKEEP
30 OTHER LIVESTOCK EXPENSE
R
A HT
10~ FEED BOUGHT
0 | | 1 | 1 1 | [
1943 1944 1945 1946 1947 1948 1949 1950 1951 1952

Fig. 4 Proportion of Total Farm Sales Used to Pay Various
Farm Expenses, 1943-1952



-9 -
Range in Farnings by Years

The variation in earnings among farmers in any given year is greater than
the range in average earnings from year to year (table 3). The range between
the one-fifth of the farms high in earnings and the one-fifth low in earnings
varied from $6,686 in 1944 to $17,213 in 1946, This range is also presented
graphically in figures 5, 6 and 7 for the years 1943 1947 and 1949. The aver-
age range between the high and low earnings groups during the ten-year period
was $10,940.

Table 3. Average Labor Tarnings and Range Between One-Fifth of
Farmers High in Barnings and One-Fifth
Low in Farnings, 1943-1952

Average Average of Average Range between

of all 1/5 high in of 1/5 low in 1/5 high and 1/5

Year farms earnings earnings low in earnings
1943 $50L9 $10858 $1525 $9333
1944 2810 6633 - 53 6686
1945 L4202 8380 1021 7959
1946 8255 15285 3599 11686
1947 11391 21788 Ls575 17213
1948 6938 14914 1838 13076
1949 3173 8199 ~732 8931
1950 6882 14482 1696 12786
1951 L916 11614 51 11563
1952 3936 9337 -829 10166
Average 5755 12209 1269 10940

Weather and prices are important factors contributing to variations in
earnings from year to year, however they are not in general important causes
of variations in earnings among farmers in any one year. Occasionally hail
storms and other adverse weather conditions will affect a small area.
Ordinarily the effect of weather on earnings will be relatively uniform over
several counties. ILikewise there is not likely to be great variations in
prices received by farmers in one year except as there are some differences
in quality of product and in time of marketing. The data in tables 4 and 5
show the average prices received by farmers for products sold and the average
farm prices of feed.



- 10 -

*JPWIEI QU0 JO SFUFULEe oy} sjueseadea SUIT UYOBE (46T UT sSIULUJIR® JOQET UT eduey ¢ ‘14

R “_

000'2 -

A

H 000't

H 000°'9

1 000'8

4 000°‘0l

1 000'21

4 000 ‘v!

H 000 ‘91

1 000°'81

000 ‘02

e H 000°'22

000 ‘b2
SHV110Q




DOLLARS

- 11 -

36,000

32,000

)

28,000

1

24,000

20,000 r

]

16,000

12,000

T

8,000/

1947

Fig. 6 Range in Labor Barnings in 1947

I




6h6T Ul STUTUIR JO0QBT Uf edury ([ °‘ITd

000't -

I

000'2 -

_:____________

- 12 -

3

B 11111111

1 000"y

H 000'9

000’8

000'0!

000'2!

1

000 'vI

000'9!

Y

6v6l { 000°8!

00002
syvTI0a



- 13 -

Table 4. Average Prices Received by Farmers for Livestock and
Livestock Products and for Flax and Soybeans, 1943-1952

Butter- Fat Hogs* Native Soy-

fat* Cattle* 100 Wool* Tegge*  Lambs* Plax** ~Dbeans**
Year 1b. 100 1b. 1b. 1b. doz. 100 1b. bu. bu.
1943 $.53 $13.68 $13.80 $ .41 $.35 $13.02 $2.85 $1.80
1044 .58 13.83 13.12 .41 .31 13.15 2.90 2.02
1945 .62 14,95 14.27 5} .35 13.93 2.91 2.06
1946 .76 16. 54 17.17 Lu2 .34 18.33 3.95 2.59
1947 .76 23.45 2L, 66 .43 .38 21.16 6.12 3.34
1948 .86 29.12 23.29 .37 LLo 23.17 5.75 2.35
1949 . 66 24,50 18.29 42 .39 21. 60 3,65 2.22
1950 . 66 27.24 17.93 .55 .30 27.03 3.41 2,48
1951 .75 33.73 19.61 1.00 4o 29.93 3.68 2.68
1952 .80 30.16 17.34 42 .34 22.86 3.80 2.65

* Average prices received on farms keeping records
** State average seasonal price as reported by the Minnesota State-Federal
Crop and Livestock Reporting Service.

Table 5. Average Parm Price of Principal Feeds, 1943-1952

Soybean
Year Corn Qats Bran meal Tankage Alfalfa
bu. bu. cwt. cwt. cwt. ton
1943 $ .88 $. 60 $2.10 $2.82 $4, 00 $11.00
1944 .90 .70 2.20 3.15 4,18 15.00
1945 . 84 . 64 2.18 3. 00 k.10 15.00
1946 1.14 .70 2.70 3.80 5.10 16.00
1947 1.548 . 90 3. 20 L, 80 6.75 22.00
1948 1.64 .88 4,00 5.10 6.45 20.00
1949 1.02 .59 2.80 L. o5 6.25 20. 00
1950 1.20 .72 2.80 3.95 6.30 21.00
1951 1.36 .81 3.20 L. oo 6.15 19.00
1952 1.34 .76 3.45 5.60 6.50 17.00
Average 1.19 .73 2.86 L. 03 5.58 17. 60

Some Management Factors That Affect Earnings

Some of the variations in earnings from year to year and from farm to
farm are due to variations in weather, prices and other factors over which the
farmer has little, if any, control and to which he must adjust his business in
so far as he can. However there are certain management factors more or less
within the control of the individual operator that account for a substantial
part of the variations in earnings among farmers such as shown in figure 5, 6
and 7. These may be grouped into four classes as follows:

1. Size of business

2. Crop yields

3. Bfficiency in production

L, Organization of the farm unit
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Some of these factors such as (3) and (&) can be further divided into several
sub-factors. There is considerable relationship among these factors and sub-
factors as well as between each factor and the farmer's earnings.

Size of Business

Volume or size of business in this study is expressed in terms of work
units. A work unit i1s based on the acres of a given crop or the number or
production of each class of livestock that could be raised or produced by one
man in ten hours working at average efficiency.

The relationship of size of business to earnings is shown in tables 6
and 7. Operator's earnings increase steadily with increases in size. The
data in table 8 shows that the relationship of size to earnings was relatively
constant for each of the ten years. Only in 1949 and in 1952 is there any
indication that volume is not an important factor affecting earnings.

Table 6. Average Labor Earnings on Farms Classified According to Size
of Business (Productive Man Work Units), 1943-1952

Productive man work unite

Rangce Average Labor earnings
Lowest 1/5 of farms 295 $3383
Second 1/5 of farms 393 4391
Third 1/5 of farms 473 5425
Fourth 1/5 of farms 588 6321
Highest 1/5 of farms 833 9272

Table 7. Average labor Earnings on Farms Classified According to Size
of Business (Productive Man Work Units), 1943-1952

Productive man work units

Lowest Second Third Fourth Highest

1/5 of 1/5 of 1/5 of 1/5 of 1/5 of
Year farms farms farmsg farms farms
1943 $2812 $4088 $L377 $6017 $8035
1944 1501 1935 2621 3461 L4529
1945 2402 2812 3739 Log71 7075
1946 Lesy 6476 7498 9680 . 12771
1947 6690 8409 10906 11950 19034
1948 4578 L902 6939 6790 11480
1949 2109 2050 3327 2817 5558
1950 Lo70 Lol 6435 8L92 10421
1951 2086 4029 Lok 5598 8607
1952 2721 4230 Loo2 3439 5206

Average 3383 4391 5425 6321 9272




- 15 -

Table 8. Relationship of Size of Business (Productive Man Work
Units) to Other Management Factors, 1943-1952

Index Animal Index Index Work Power,

Productive man work units of unite of return unit mach.,
Total crop per 100 ecronm per $100 per bldg.

Range Ave. acres selection acres Yields feed worker expense
Lowest 1/5 of farms 295 176 53.5 18.2 98 96 236 $7.58
Second 1/5 of farms 393 206 54,1 22.6 101 100 278 6.39
Third 1/5 of farms 473 247 55.0 21.5 98 102 293 5.99
Fourth 1/5 of farms 588 283 56.5 26.6 103 103 304 6.18
Highest 1/5 of farms 833 383 57.2 27.7 101 100 362 5.32

The data in table 8 indicates some  of the reasons why eari’n;s increase
with increased volume of business. On farme with a larcer volume of business
livestock production was relatively more important and contributed materially
to the size of business. These farms with a large business have an advantage
in labor efficiency (work units per worker) and in control over expenses (power,
machinery and building expense per work unit) and to a lesser extent in the
selection of crops.

Crop Yields

An index of crop yields, weighted by the acreage in each crop, was used in
this study. The relationship with earnings is shown in table 9. The relation-
gship between crop selection and crop yields has already been mentioned. More
livestock can be and are meintained on farms with high yields. Work ac-
complishment per worker did not vary with crop yields. Power and machinery
costs increased to some extent with increased yields. This is due in part to
somewhat smaller acreages on the high yielding farms. The advantages of large
yields may be partially offset if the additional yields are secured at
relatively high costs.

Teble 9. Average lLabor Earnings on Farms Classified
According to Index of Crop Yields, 1943-1952

Index of crop yields

Group Average Labor earnings
Lowest 1/5 of farms 74 $4261
Second 1/5 of farms 91 Lg17
Third 1/5 of farms 101 6018
Fourth 1/5 of farms 109 6683

Highest 1/5 of farms 125 6913
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Efficiency in Production

Feeding Efficiency

The measure of feeding efficiency used is an index of return per $100 of
feed consumed by all productive livestock. The index is weighted by the number
of animal units in each class of livestock. The relationship of feeding ef-
ficiency to farm earnings is shown in table 10. Earnings increased consistent-
1y with each increase in the efficiency of the use of feed., There was little
relationship between feeding efficiency and the other management factors.

Table 10. Average Labor Barnings on Farms Classified
According to Index of Return per $100
Feed Consumed by Livestock 1943-1952

Index of return per $100 feed
consumed by livestock

Range Average Labor earnings
Lowest 1/5 of farms 72 $3612
Second 1/5 of farms 88 5355
Third 1/5 of farms 98 5810
Fourth 1/5 of farms 110 6354
Highest 1/5 of farms 133 7740

Labor Efficiency

In this study work units per worker are used as a measure of labor ef-
ficiency. It represents the total production of livestock and crops on the
farm divided by the number of workers working on the farm., The data in
table 11 show a marked relationship between work accomplished and earnings.
This factor is closely related to size of business, intensity of livestock
production and control over expenses (table 12). An addition to the size of
business in the form of livestock generally spreads the work load throughout
the year and provides for fuller employment of workers.

Table 11. Average Labor Farnings on Farms
Classified According to Productive
Man Work Units per Worker, 1943-1952

Productive man work
units per worker

Range Average labor earnings
Lowest 1/5 of farms 194 $4015
Second 1/5 of farms 2hg 5138
Third 1/5 of farms 288 5818
Fourth 1/5 of farms 329}} 6167
Highest 1/5 of farms 413 7626
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Table 12. Relationship of Iabor Efficiency to Other
Management Factors, 1943-1952

Productive man work units Index Animal Index Index Power,

per worker Total of units of return mach.,

work Total crop per 100 crop per $100 bldg.

Range Ave. units acres selection acres yields feed expense
Towest 1/5 of farms 19% 385 234  53.9 20.6 101 101 $7.81
Second 1/5 of farms 249 458 250 54.0 21.1 101 100 6.61
Third 1/5 of farms 288 510 261 55.6 22.9 100 101 6.10
Fourth 1/5 of farms 329 556 268  55.9 24,1 99 100 5.78
Highest 1/5 of farms 413 673 284 56.9 27.9 100 99 5.16

Efficiency in Cost Control

It was mentioned previously
equipment and buildings constitute

that the expenses for power, machinery,
a large proportion of the total cash expenses

(table 2 and figure
sized in table 13.

there is
adequate
spend as

L).
High costs hold earnings down on many farms.

The importance of control over these expenses igs empha-
However,

a 1imit to which a farmer can decrease his expenses and still maintain
production.
much as they should to increase income.

It is also quite possible that a few farmers did not

Table 13. Average Labor Farnings on Farms Classified According

to Power, Machinery, Fquipment and Building
Expense per Work Unit, 1943-1952

Power, machinery, equipment and
blde. expense per work unit

Range Average Labor earnings
Highest 1/5 of farms $9. 60 $4618
Second 1/5 of farms 7.10 5687
Third 1/5 of farms 5.93 5739
Fourth 1/5 of farms 5.05 6310
Lowest 1/5 of farms 3.78 6435

Control over

expenses is associated with size of business (table 1k).

Farmers to some degree can reduce cost per unit of output by adding to the

volume of business.

utilization of machinery and equipment.

ness by increasing
crops.
per worker.

An addition to the volume of business may lead to a fuller
These farmers added to volume of busi-
their intensity of livestock and through a better choice of

In addition to lower costs per work unit they also achieved more output



- 18 -

Table 14. Relation of Power, Machinery, Equipment and Building Expense
per Work Unit to Other Management Factors, 1943-1952

Power, mach., equip., Index Animal Index  Index Work.
and bldg. expense Total of units of return unitsg
per work unit work Total crop per 100 crop per $100 per
Range Ave. units acres selection acres yields feed worker
Highest 1/5 of farms $9.60 433 269 54,7 20.7 102 96 249
Second 1/5 of farms 7.10 485 273 55.1 21.3 100 101 276
Third 1/5 of farms 5.93 512 262  54.5 22.8 100 101 295
Fourth 1/5 of farms 5.05 534 252 55.9 2L.2 99 101 312
Lowest 1/5 of farms 3.78 618 240 56.1 27.5 99 102 3h2

Organization of the Farm Unit
Two factors that supply & measure of the all-over organization of the
farm unit are used in this study, (1) choice of crops and (2) intensity of
livestock production.

Choice of Crops

The selection of crops and the amount and kind of livestock produced are
important factors affecting the farmers' financial success. In any area and
for any given type of farming certain crops produce either a larger cash value
product per acre or more and better feed per acre than do others. However in
order to (1) distribute labor and machine use over the cropping season, (2) to
maintain or improve soil productivity, (3) to provide the types of feed needed
for a livestock program that best fits the farm and (4) to insure a balanced
use of all the farmers' resources it is necessary to include several crops in
a good cropping system. The best choice of crop depends on the size of farm,
soil type and condition, local markets, labor, power, and machinery supply,
type of farm capital available and similar factors. Since these vary widely
from farm to farm hard and fast rules as to cropo choice that will fit all
farms cannot be laid down.

There was considerable variation in the size and type of farms included
in this study. There were also extreme and abnormal variations in the price of
crops due to war and post-war adjustments. TWxamples of this are the extremely
high prices placed upon flax and soybeans by government agencies during 1947
and 1948 to encoursge increased production of these crops. As a consequence
the relation of crop selection to earnings, based as it was on average yields
and prices was not as significant for such years as 1947 and 1948 as it was in
years of more normal prices. The variation in type and size among these farms
also tended to offset the relationship of crop choice to earning that might be
expected if farms were more uniform in regard to these factors. As a conse-
quence the data in table 15 probably understates the normal relationship of
crop selection to earnings. The relationship of crop choice to labor earnings
is shown in table 15.
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Table 15. Average labor Farnings on Farms Classified

According to Index of Crop Selection, 1943-1952

Index of crop selectlion

Range Average Labor earnings
TLowest 1/5 of farms L2,6 $5551
Second 1/5 of farms 50.0 5534
Third 1/5 of farms 54,7 5895
Fourth 1/5 of farms 59.6 6155
Highest 1/5 of farms 69.4 5661

Intensity of Livestock Production

The number of animal units of productive livestock per 100 acres is used
as a measure of the relative importance of livestock in the farming business.

The relationship of this factor to earnings is shown in table 16 and the

relationship of livestock intensity to other management factors is shown in

table 17.

Table 16. Average labor Earnings On Farms Classified
According to Animal Units of Productive
Livestock per 100 Acres, 1943-1952

Animal units of productive
livestock per 100 acres

Range Average Labor earnings
Lowest 1/5 of farms 10.5 $5544
Second 1/5 of farms 17.0 5680
Third 1/5 of farms 21.6 5541
Fourth 1/5 of farms 27.1 5771
Highest 1/5 of farms Lo, b 6268

Table 17. Relation of Number of Animal Units per 100 Acres
to Other Management Factors, 1943-1952
Animal units per 100 acres Index Index Index Work Power,
Man of of return units mach.,
work Total crop crop per $100 ner blég.
Range Ave. units acres selection yields . feed worker _expense
Lowest 1/5 of farms 10.5 453 295 51.9 oL 98 277 $7.16
Second 1/5 of farms 17.0 470 269 53.4 97 101 281 .34
Third 1/5 of farms 21.6 506 256 54,4 101 99 290 6.18
Fourth 1/5 of farms 27.1 557 245 56.3 105 99 306 5.92
Highest 1/5 of farms 540.4 596 231 60.3 104 104 320 5.86
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More livestock per 100 acres results in a larger size of business. It is
one method of increasing the size of business without acquiring more land.
More livestock per 100 acres was associated with a better cropping system
through the growing of legumes to feed the livestock. The effect of the latter
plus manure produced by livestock was reflected in the higher average yields
gsecured on the more highly intensified livestock farms. Labor, power, ma-
chinery and equipment are more fully utilized when livestock is added.

During the period covered by this study the raising of cash crops was
relatively profitable as compared to raising feed crops and feeding them to
livestock. There was also & wide diversity among farms included in this study
in the kind, amount, and quality of livestock fed. As a result the amount of
livestock per 100 acres, while an important factor under more nearly normal
price conditions over a period of years, did not show the relationship that
would reasonably be expected, especially with farms fairly similar in type.

Well-Balanced Farming Most Profitable

It is impossible to measure precisely the effect on earnings of each of
the seven factors previously discussed because of the large number of inter-
relationships between the factors. It is possible, however to show the
cumulative effect on earnings of a high rating in all factors (table 18 and
figure 8). The average labor earnings of those farmers who were above the
average of the group in each of the seven factors were $6,480 higher than the
labor earnings of those who were below average in all the factors. Over the
ten-year period included in this study this amounts to $6L4,800 difference in
earnings between the two groups. This would pay for a very good farm.

Table 18. Average Labor Farnings and Management Factors
on FParms Classified According to Number of
Factors in Which the Farmer Was Above Average

No. of

factors Index Animal Index Work  Power,

in which No. Total of unitse of units mach. &

farmer of Labor work crop per 100 crop Feeding per bldg.

excelled farms earnings units selection acres yields efficiency worker expense
0 6 $3273 369 L6.7 13.1 87 8k 226  $8.04
1 14 3530 379 Lg.8 15.7 93 88 241 7.67
2 25 L4358 404 52.0 18.0 97 97 255 7.26
3 32 5382 483 55.1 20.9 99 101 283 6.26
L 28 6289 546 57.2 25.7 101 104 310 5.89
5 21 7762 666 56.2 29.6 105 103 343 5.37
6 12 8175 705 60,7 34,8 109 111 370 L.53
7 3 9753 746 66.0 Li1.1 117 115 358 L. u8
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Fig. 8 Aversge cperator s earnings on farms grouped accord-
ing to number of management factors in which the
farmer was above averags

Tach Farm An Individual Problem

Good management for a particular farm or farmer does not necessarily imply
excellence in all the management factors discussed. Conditions vary widely from
farm to farm. In some cases it may not be economical to push all factors to a
high level. Quality of soil may be a factor limiting crop yields. It is cften
prohibitively expensive to push production on inferior soils to a high level.
The capable manager will direct his efforts at those factors which will lend
themselves to improvement most economically. If his soil is naturally unpro-
ductive he may find it will add more to his earnings to improve his feeding
methods or keep more livestock even if he has to buy feed rather than to try
to attain yield levels that ars only profitable on good soils.

Fach operator must anpraise his own situation and intensify his oper-
ations where the application of labor and capital will yield the largest
returns. However the more of these factors he can imoprove the more likely he
is to achieve high earnings. It is highly imvortant in imoroving the manage-
ment of a farm to have as a guide a set of farm accounts such as those of the
members of the Southwest Minnesota Farm Management Association. Such records
will not only point out where there is a need for improvement in the manage-
ment plan but will serve as a check on the operator's efforts to imporve his
business and determine the response he is getting. Obviously the more of the
factors that a farmer can imorove profitably the greater will be his earnings.
Good records carefully kept and studied are an invaluable guide to planning the
most profitable plan of operation for any given farm or farmer.






