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FOREWORD

Favorable soil and climatic, conditions in the Willamette Valley
have made possible the commercial production of 100 or more
different crops as well as practically all types of livestock. Included
in this wide range of enterprises is the production of grass.

This report presents data for a post-war year, 1948, on a sample
of farms growing grass for seed or pasture. Farm organization and
earnings are shown for three types of farmsseed and grain farms,
general farms, and dairy farms.

The discussion of capital investment, land use, livestock pro-
grams and other factors affecting farm earnings should be valuable
not only to individual farmers and agricultural leaders, but to busi-
ness and service groups as well.

%/7

Wm. A. Schoenfeld

Acknowledgineiits: The authors express their appreciation to the indi-
vidual farmers who supplied the basic data, the county agricultural agents it)
the Willamette Valley, and to 0. B. Hardy, Robert Ganger, and Jack Car-
rothers for their assistance in gathering the field data.
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SUMMARY

Farm organization and financial returns on 81 farms growing
grass for seed and/or pasture, located in the \Villarnette \Talley, are
presented in this report. The data presented here were obtained by
the survey method from farm operators in January 1949, and cover
the farm operations for 1948.

The objectives of the study were to
Study the organization of farms which grow grass for

seed and/or have improved pastures.
Determine the financial returns for 1948.
Determine the major factors affecting financial returns.

The farms in this study represent full time farming operations
on three main types of farms and are larger than the average farm
in the Willamette Valley.

FARM ORGANIZATION

The farms were classified into three types according to income
received and labor expended on the various enterprises. The three
classifications used were seed and grain farms, general farms, and
dairy farms.

The average size of all 81 farms was 443 acres, of which 301
acres were cropland. An average of 228 acres was in crops during
1948. Grass seeds were grown on 89 acres and grain crops ac-
counted for 69 acres.

The 81 farms had an average of 39.4 animal units of livestock.
Dairy cows were the most important kind of livestock, constituting
35 per cent of all livestock, and were found on 95 per cent of the
farms.

The farms averaged 444 days of productive work per farm and
required a labor force equivalent to two men the year around to do
the work.

INVESTMENT

Sixty-two per cent of the average total invesment (75,393)
was in land, 14 per cent in buildings, 4 per cent in crops, 9 per cent
in livestock, and 11 per cent in machinery and equipment. The
average value of all bare land included in the study (68 per cent of
which was tillable) was $105 per acre.

FINANCIAL RETURNS

The average labor income on the 81 farms during 1948 was
$4,510. The range in labor income was very wide. The lowest was



a minus $7,781, while the highest was $22,704. Seventeen of the
farms had minus labor incomes. The average return on investment
was 5.9 per cent. The average labor income for the seed and grain
farms, the general farms, and the dairy farms was 7,797, $2,914,
and $2,275, respectively.

FACTORS AFFECTING FINANCIAL RETURNS

The major factors affecting financial returns were: kind of
crops grown, prices received, yield per acre, production per animal
unit, and size of business.

Combinations of the above factors were associated with high
returns. Good production of certain crops (principally Alta fescue,
Chewings fescue, Highland bentgrass, and hairy vetch) on large acre-
ages produced the highest labor income. Some of the large farms,
however, failed to make good returns because of low production or
because of 1ow value crops.

4
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Farm Earnings and Organization

By

M. H. BECKER, Assistant Economist
EDGAR A. HYER, Assistant Economist

D. CURTIS MUMFORD, Agricultural Economist

Introduction

THIS
study of the factors affecting farm earnings and farm or-

ganization is part of a larger study dealing with some of the
economic problems in the production and utilization of grass for seed
and pasture. It provides a current picture of post-war farm opera-
tions in a small segment of agriculture in the Willamette Valley
in 1948.

OBJECTIVES

The objectives of this study were to:
Study the organization of farms which grow grass for

seed and/or have improved pastures.
Determine the Financial returns for 1948.

Determine the major factors affecting the financial
returns.

SOURCE OF DATA

The field data were obtained from 81 farm operators by means
of personal interviews. Farmers were interviewed during January
of 1949 regarding their farm operations covering the calendar year
of 1948.

The farms visited were selected at random from 315 farms
from which cost records were obtained earlier in the year on grass
plantings for seed and pasture. The 315 farms were classified as to
type of farm, and from this list random selections of each type were
made. Only farms having 100 days or more of productive work or
on which the operator spent at least 75 per cent of his time were
included in this study.

PROCEDURE

In order to make one farm comparable with another, it has been
assumed that all farms are free of debt and that all rented land is
owned by the operator. Mortgage principal payments, interest pay-
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ments, and rent payments have not been included as farm expenses.
Taxes and depreciation on rented property were considered to he
expenses paid by the operator. In the case of partnerships, one
partner was considered to be the operator and the other partners
were considered as unpaid family laborers.

REPRESENTATIVENESS OF THE DATA

It is believed that the farms included in this study are repre-
sentative of full time farms growing grass for seed and having im-
proved pasture in the Willamette Valley. As a consequence this
study should not be considered as being representative of all the
agriculture in the Willamette Valley since the sample was drawn from
only a few segments of the Valley's agriculture. These farms are
larger than the average Willamette Valley farm.

Farm Organizafion

In order to study the organization and financial returns to the
best advantage, the farms have been grouped into three broad classi-
fica tions.

TYPES OF FARMING

The 81 farms have been classified into three major groups, each
group having certain characteristics in common. The farms were
grouped according to income received from and amount of work cx-
pendecl on the major enterprises. By this classification there were:
30 seed and grain farms, 24 general crop and livestock farms, and
21 dairy farms. Four farms were classified as beef farms, one as a
beef and hog farm, and one as a dairy and poultry farm. The gen-
eral crop and livestock farms were those farms on which no particu-
lar enterprise predominated.

LAND TENURE

Thirty-seven of the 81 operators included in this study \verc'
owner-operators, 40 operators rented land in addition to the land
they owned, and four rented all the land that they operated. Of the
44 operators renting land, 17 rented for cash, 21 rented on shares,
and six rented both for cash and shares. Of the 35,857 acres of land
n this study 70 per cent were owned, 14 per cent were rented for

cash, and 16 per cent were rented on shares.
The owner-renters' farms averaged 502 acres in size. Of thk

total, 280 acres were owned and 222 acres rented. The average size
of these farms was, larger than those operated by owner-operators by
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123 acres. Operators who rented all of their land had farms avcr-
aging 441 acres in size. These figures show that many farmers have
rented land as a means of increasing the siZ( of their operations.

LAND USE

The average size of all farms was 443 acres, of which 301 acres
were cropland. Of the total cropland,an average of 228 acres was
in crops during 1948 (Table 1). The acreage 1?er farm varied be-
tween types of farming. The average acreage in crops by type of
farming follows seed and grain farms, 355 acres; general farms,
235 acres; and dairy farms, 85 acres.

Table 1. UTrLTZATION OF LAND BY Ty}F: OF FARMrNG. 81 FARMS
Willarnette VaI]ey, Oregon, 1948

1neIudes 6 other farms.

Grass seeds accounted 'for the largest acreage, followed closely
by grain, on the general farms as well as the seed and grain farms
(Table 2). The rye grasses occupied a greater acreage than other
grasses. Very little grass for seed was produced on the dairy farms.
Hay and silage crops accounted for a little over one-third of the land
in crops on the dairy farms.

CROP YIELDS

The crop yield index1 (per cent of 1948 average yield on the 81
farms) for the three types of farms follows : seed and grain farms,
102; general farms, 85; dairy farms, 102. These percentages were

See exp1anaion of errns, pagc 22.

Land use 30
Seed and

grain
farms

24
General
farms

Acres

21 Average1
Dairy for all
farms 81 farms

Acres Acres Acres
Total crops 355 235 85 228
Idle land 3 5 16 6
Fallow land 48 18 7 26
Cropland pasture 8 39 22 25
Permanent pasture (plowable) 15 26 4 16

Total cropland 429 323 134 3

Non-plowable pasture and woods 93 241 57 135
Farmstead and roads

Total acres 571529 196 443
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Table 2. Ceop ACREAGE PER FAIU.t BY TYPE OF FARM [NG
\Villamette Valley, Oregon, 1948

Iiicludes 6 other farms.

calculated from average yields, as shown in Table 3. The lower
average yield on the general farms appeared to be due to chance
rather than to the nature of the type of farming itself.

Crop

30
Seed and

grain
farms

Acres

24
General
farms

21
Dairy
fa mis

Ave rage'
for all

81 farms

Acres Acres Acres
Wheat 14 21 6 13
Oats 18 25 10 17
Barley
(o rn

74 18 8 35

Mixed 4 3

Total grain 1.10 69 25 69

Alfalfa 3 2
Clover 6 12 8
Grass 2 6 5 4
Oats and Yetch 2 9 4 5
Grain 3
Other 4 8 2

Total hay 13 35 26 24

Alta fescue 21 15 1 13
Chewings fescue 21 11 3 12
Perennial rye grass 39 33 24
Common rye grass 44 30 3 27
Highland bentgrass 22 10 11
Other grasses 2

Total grass for seed 152 99 7 89

Vetch 67 15 9 32
Peas 3 2 4 2
Clover seed 3 2
Other seed 2 7

Total seeds 75 22 15 38

Corn 3 4 2
Grass 1 1

Mixed I

Total silage 3 6 3

Annual pasture 4 6 4 4
Intensive crops 2

Total crops 3 236 R4 I 228
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Grain
Wheat, spring and winter
Oats
Barley
Corn

Hay
Alfalfa
Clover
Grass
Grain
Oats and 'etch

Silage
Corn

Seeds
Alta fescue
Perennial rye grass
Common rye grass
Chewings fescue
Highland bentgrass

Table 3. AVERAGE YIELDS OF MAJOR CRops, 81 FA1MS
\Villarnette Valley, Oregon, 1948

FARM EARNINGS AND ORGANIZATION 9

Farms
Average report-

yield ing

Bus/ic/s
27
34
33
49

10
19
29

6
22

LIVESTOCK PROGRAM

General farms had the largest number of animal units per farm
(Table 4). Dairy cattle were found on 95 per cent of the farms and
accounted for 35 per cent of the total livestock. Sheep were the most
important class of livestock on the seed and grain farms and the
general farms.

Table 4. DIS1RTEUTTON OF ANIMAL UN1TS BY TYPE OF FAic, 81 F.\1Ms

An animal unit refers to one cow or its equivalent, namely, 2 young cattk, or 5 shep,
or 100 chickens, or 10 hogs ot ler than sows.

2lncludes 6 other farms.

\Vi]lamette Valley, OreRon,

24
General
farms

1948

21
Dairy
farms

Total
farms
report-

ingKind of livestock

30
Seed and

grain
farms

Average
for all

81 farms

P'r C('fl(
Dairy cattle 4.1 11.4 32.8 13.7 95.0
Beef cattle 1.4 13.7 2.7 ').. 37.0
Sheep 10.0 26.9 2.2 12.3 48.1
Poultry .3 .6 .8 .6 76.5
Horses .3 2.0 .8 1.0 43.0
Hogs .7 2.7 1.9 2.3 0.6

Total 16.8 r 412 30.4 98.8

7.3 14

Pounds
283 33
410 18
475 25
260 21
163 10

I' ar-ins
38
42
40

Tons
2.9
2.5
1.4
1.4

2.1
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SIZE OF FARM

The average size of the farms included in this study is shown
by different measures in Table 5. The three types of farms are
quite similar in respect to the total labor force used on the farm,
but vary considerably when other measures of size are used.

Table 5. AV1R.\GE SIZE OF FARt BY TYPE, 81 F\IMs

Includes 6 other farms.
See explanation of terms, pages 22-23.

Dairy farms had the largest number of clays of productive work
available and also had the highest number of work units per man.
This of course is characteristic of dairy farms in that productive
work is available all year around. General farms were next in num-
ber of productive days of work available because of the large amount
of livestock present which provided some year around work. Seed
and grain farms were the largest in terms of acres in crops, but
were the smallest of any group when measured by productive man-
work units. Most of the crops grown were those with low labor
requirements per acre. Labor efficiency was low on the seed and
grain farms, partly because of the organization of the farm. Small
numbers of livestock provide little year-around work. Labor require-
ments at seeding and harvest time are high, necessitating the employ-
ment of labor to meet the peak labor load at the critical time. The
remainder of the year, very little direct productive work is available
for the operator and his year-around labor force.

Investment
Farmers participating in this study estimated the total farm

capital, including the values of all land, buildings, crops, livestock,
machinery, and supplies under their control to be worth an average
of $75,393 per farm (Table 6). The range in investment was from
$23,292 to $265,689. These values were based on 1948 prices.

Willanietie Valley, Oregon, 1948

30
Seed and 24 21 Averag&

grain General Dairy for all
Measure of size farms farms farms 81 farms

Acres in crop 355 236 84 228
Total acres 529 571 196 443
Animal units of livestock2 16.8 57.3 41.2 39.4
Productive man work units 349 487 546 444
Man equiva1ent 2.04 1.90 1.96 1.96
Total investment $85,561 $76,980 $60,8.1 $75,393
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Table 6. TOTAL A\'ESAGE INTSTMENT PER FARM BY TYPE OF FARM, 81 FRMs
Willamette Valley, Oregon, 1948

Includes 6 other farms.

Sixty-two per cent ($46,622) of the average total investment was in
land (Table 7). According to the U. S. Department of Agriculture,
Oregon's farm real-estate prices were 96 per cent higher in 1948
than for the 1935-1939 period. Based on the 1935-1939 level of land
prices, the value of the land and buildings on these farms would have
been $29,306. Other inventory items would be similarly affected by
changes in the general price level, but not necessarily to the same
degree.

Seed and grain farmers had an average of $10,193 invested in
machinery and equipment as against $8,115 and $6,197 for ma-
chinery and equipment on general farms and dairy farms.

The seed and grain farms had the largest total investment of the
three types of farms studied. The distribution of the investment was

Table 7. DISTRIBUTION OF INVESTMENT PER FARM BY TYPE OF F'ARM, 81 FARMS
\Villamette Valley, Oregon, 1948

Indudes 6 other farms.

Item

30
Seed and

grain
farms

24
General
farms

21 Averag&
Dairy for all
farms 81 farms

Per cent Per cent Per cent Per cent
Land
Buildings

67
13

63
13

53
18

62
14

Crops 4 3 3 4

Livestock 3 10 16 9

Power equipment 7 4
Other equipment 6 6 6

Miscellaneous

Total 100 100 100 100

I tern

30
Seed and

grain
farms

24
General
farms

21 Average'
Dairy for all
farms 81 farrn

Laud $57,364 $48,735 $32,268 $46,622
Buildings 11,448 0,838 11,019 10,818
Crops 3,877 2,510 1,608 2,748
Livestock 2,213 7,598 9,696 6,602
Power equiprnent 5,602 3,750 2,351 4,072

Other equipment 4,591 4,365 3,846 4,267
Miscellaneous 466 184 63 264

Total $RS,561 $76,980 $60,851 $7.,393
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also different between types of farms. Two-thirds of the total in-
vestment was in land on the seed and grain farms, while on the dairy
farms only slightly over half of the total investment was in land.

VALUE OF LAND

The average value of all land included in the study was $105
per acre. The average value of buildings was $24 per acre of land.
Table 8 shows land values by type of farm. Dairy farms had the
largest investment per acre in buildings ($56).

Table 8. INVESTMENT PER Ac1E, 81 FARMS

1lncludes 6 other farms.

Summary of Recepfs, Expenses, and Income
RECEIPTS

The total receipts on the seed and grain farms averaged 24,444
(Table 9). Cash receipts were $19,470. Income from crops, in-
cluding sales ($16,4S1) and inventory increase in crops on hand
($3,274), accounted for 81 per cent of the total farm receipts.

Average total receipts on general farms and dairy farms were
approximately the same, but were nearly $8,000 less than on the seed
and grain farms. Total farm receipts on dairy farms averaged
$16,842, of which $10,179 was from livestock productsprincipallv
milk. The total receipts on general farms averaged 16,565. Crop
sales and inventory increase of crops were 46 per cent of the total,
while income from livestock and livestock products (including an
increase in the livestock inventory) accounted for 50 per ccnt of the
total income. Average increases in inventory are shown in Table 10.

EXPENSES

While the total expenses on the various types of farms were
somewhat comparable, the amounts of some of the items making up
the total were quite different (Table 9). Expenses for hired labor

Value of all land per acrc $108 $ 96 $165 $105
Per cent of acreage tillable 81 57 68 68
Value of buildings per acre $22 $17 $56 $24
Value of machinery and equipment

per acre $19 $14 $32 $19
Total investment per acre $162 $135 $311 $170

\\Tjljameti.e Valley, Oregon, 1948

30
Seed and 24 21 Averag&

grain General Dairy for all
I tern farms farms farms 81 farms



Table 9. RECEIPTS AND EXPENSES PER FARM BY TYPE OF FARM, 81 FARMS
Willarnette Valley, Oregon, 1948

Includes 6 other farms.

Table 10. INVENTORY CHANGES BY T\'I'E OF FARM, 81 FARMs
\Villamette VdIley, Oregon, 1948

Includes 6 other farms.

13

$ 1,044 $ 834 $ 326 $ 739
308 1,373 859 1,312

1,392 1,337 1,322 1,339
477 1,004 3,524 1,595
354 562 494 449

1,042 833 97 82,
2,060 953 1,238 1,409
1,588 987 776 1,132

1,944 449 1,298 1,49
412 500 208 361
872 657 268 596
325 289 402 3s6

$11,818 $ 9,778 $11,312 $11,574

$ 1,407 $ 794 $ 821 $1,030

$13,225 $10,572 $12,133 $12,604

$11,219 $ 5,993 $ 4,709 $ 7,526

Item

30
Seed and

grain
farms

24
General
farms

21
Dairy
farms

Average
for all

81 farms

Land and buildings $ 640 $ 323 $ 75 $ 258
Crops 3,274 1,829 2.50 1,857
Livestock 348 1,197 920 1,116
Power equipment 375 -269 268 194
Other equipment 393 -320 192 191
Miscellaneous -56 20 5 -33

Total change $4,974 $2,780 $1,710 $3,583

30
Seed and

grain
farms

24
General
farms

21
Dairy
farms

Averaget
for all

81 farms

$16,451 $ 5,757 $ 1,714 $ 8,304
1,129 5,146 2,681 3,69

589 2,012 10,179 3,89
1,301 870 558 1,08

$19,470 $13,785 $15,132 $16,547

$ 4,974 $ 2,780 $ 1,710 $ 3,583

$24,444 $16,565 $16,842 $20,130

Item

Crop sales
Livestock sales
Livestock products sold
Miscellaneous receipts

Total cash receipts

Inventory increase

Total farm receipts

Fertilizer and lime
Livestock purchased
Hired labor
Feed and seed purchased
Machine hire
Taxes
General farm expense
Power equipment operating cost
Equipment and machinery pur-

chases
Equipment and machinery repairs
New buildings
Building repairs

Total cash expenses

Unpaid family labor

Total farm expenses

NET FARM INCOME
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were almost identical, but the seed and grain farms had more unpaid
family labor, thus making the total labor charges somewhat higher.
Purchases of feed and seed were the largest items of expense on the
dairy farms, accounting for 29 per cent of the total costs. The
largest item of expense on the seed and grain farms was general
farm expense. Much of this was for seed cleaning and purchase of
sacks.

The average expenditure for fertilizer on the seed and grain
farms was $1,044 as compared with $834 on the general farms and
$326 on the dairy farms. The expenditure for fertilizer per acre of
cropland was practically the same on the three types of farms but the
fertilizer was used on different crops. The seed and grain farmers
apphecl some commercial fertilizer on 57 per cent of the land in
crops while dairy farmers covered only 38 per cent of the land in
crops. The dairy farmers applied fertilizer on 63 per cent of their
cropland pasture. In addition to the fertilizer purchased, the dairy
and general farmers applied a considerable amount of farm-produced
manures. The amount of manure available per crop acre was highest
on the dairy farms, thus partly accounting for the smaller amount
of the crojIand on dairy farms receiving an application of purchased
fertilizer.

Average capital expenditures for buildings, machinery, and
livestock ranged from 2,425 on dairy farms to $3,124 on seed and
grain farms. This outlay of capital is reflected in the increase in
inventory which shows as a receipt. Thus only the depreciation for
one year is actually charged against this year's farm business.

Machinery and equipment costs (including all expenditures for
gas, oil, grease, and repairs, both parts and labor, but excluding de-
preciation or appreciation and interest on investment) averaged
$1,493 per farm. This cost was highest on seed and grain farms
($2,000) and lowest on dairy farms ($984). The machinery and
equipment cost (as defined above) per acre of cropland was quite
similar on seed and grain farms and general farms, $4.66 and $4.61,
respectivelr. These same costs averaged $7.32 per acre of cropland
on the dairy farms. The larger acreage of the seed and grain farms
and the general farms enabled the operators to use the machinery
more efficiently, thereby reducing the per-acre machine cost. Then,
too, dairy farms, by their very nature, had additional milking equip-
ment not found on most other farms. This explains why the per-
acre machinery and equipment costs on dairy farms were somewhat
higher than on the other types of farms. General farms had the
highest expenditure for hired machinery ($562) per farm com-
pared with $354 for seed and grain farms and 494 for dairy farms.
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Includes 6 other farms.

farms, ranging from $18,311 to minus $7,781. The range in labor
incomes on the seed and grain farms was from $22,704 to minus
$833. The highest labor income on dairy farms was $5,639 and the
lowest, a minus $3,726. The largest number of minus labor incomes
occurred on the general farms. in addition to having the highest
average labor incomes, more of the seed and grain farms returned
good labor incomes than either of the other two types of farms
(Table 12). The seed and grain farms had labor incomes that ex-
ceeded the value the operators placed on their own labor and man-
agement by $4,577. The dairy farms had labor incomes which were
$817 less than the value the operators placed on their own labor and
management.

PERCENTAGE OF ETUN ON INVESTMENT
This measure of financial return is calculated by deducting the

value of the operator's labor and management from the net farm
income and dividing by the total farm investment. Value of oper-

FARM EARNINGS AND Op;ANIzA'IoN 15

Labor income
The average labor income (the return to the operator for his

labor and management) on the seed and grain farms was $7,797 corn-
pared with $2,914 on general farms and $2,275 on dairy farms
(Table 11). Th range in labor income was greatest for the general

Table 11. FINANCIAL SUMMARY BY TYPE OF FARM, 81 FA11s
\Villamette Valley, Oregon, 1948

Total cash receipts $19,470 $13,785 $15,132 $16,547
Inventory increase 4,974 2,780 1,710 3,583

Total farm receipts 24,444 16,565 $16,842 $20,130

Total cash expenses 1 1,818 9,778 $11,312 11,574
Unpaid family labor 1,407 794 821 1,030

Total farm expenses $13,225 $10,572 $12,133 $12,604

Net farm income $11,219 $5,993 4,709 $ 7,26
Operator's labor income 7,797 2,914 2,27 4,10
Value of operator's labor I 3,220 2,962 3 092 3,097
Per cent return on investment 9.3 3.9 2.7
Farm privileges 1,128 1,089 1,011 1,085

Total farm investment $85,561 $76,980 $60,851
I

$75,393

30
Seed and 24 21 verage

grain General 1)airy for all
Item farms tarms fartns 81 farms
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Table 12. FINANCIAL RETURNS ON 81 FA1MS
\Villamette Valley, Oregon, 1948

30

ator's labor and management was given by the operators themselves.
in calculating this return, the operator's labor is considered as a cost.
1vVith this adjustment, the average per cent return on investment on
all 81 farms was 5.9. Seed and grain farms made an average of 9.3
per cent on the investment, while dairy farms were low with 2.7 per
cent return (Table 11).

FARM PRIVILEGES

In addition to the monetary return from the farm, the operator
also was provided with a house to live in and a considerable amount
of meat, vegetables, and fruit. Credit for the use of the house was
computed at 10 per cent of its value. Farm products used in the
home were credited at the farm price of the commodities, i.e., the
price the farmer could have received on the farm at the time the
products were used. The average value of these privileges was
$1,085 per farm (Table 13).

Table 13. AVERAGE FARM PRIVILEGES, 81 FARMS
Willamette \Talky, Oregon, 1948

Labor income group

Seed and
grain
farms

24
General
farms

21
Dairy
farms

Average'
for all

81 farms

Per cent Per ccitt Per cent Per cent
Less than minus $2,000 13 5 6
Minus $2,000 to $0 7 21 10 15
$0 to $2,000 10 8 38 16
$2,000 to $4,000 17 21 19 19
$4,000 to $6,000 7 25 28 17
$6,000 to $8,000 13 5
$8,000 to $10,000 23 4 10
$10,000 and over 23 8 12

All farms 100 100 100 100

tnc1udes 5 other -farms.

Item - I
Value

Fruits and vegetables $ 124
Meat 171
Milk, cream, and butter 18
Eggs 52
Wood 28
Rent (10 per cent of dwelling value) 525

Total $1,08
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FARM EARNINGS AND ORGANIZATION 17

Factors Affecting Financial Returns
There was considerable variation in financial returns among the

farms included in this study. The following section will point out
some of the reasons why this variation exists. Major factors affect-
ing financial returns will be discussed.

Each of the factors listed, in the following discussion had an
important bearing on the labor income of the individual farm, but
no one factor by itself can account for all the differences. In some
cases one factor did appear to be the limiting one on an individual
farm, but this same factor may not have been the reason another
farm had a high or low labor income. For example, some of the
farms had low labor incomes because of low yields; yet nol all the
low-income farms had low yields. A poor rating in some of the
factors accounted for the low labor incomes, but a high rating in
these same factors did not show up necessarily on the high-labor-
income farms.

TYPE OF CROP GROWN

Some of the variation in income was caused by the type of crop
grown, i.e., farms similar in other respects had wide variations in
income mainly because of the crops raised. For example: using the
study averages of prices and yields, an acre of Chewings fescue
would gross about $91 per acre, compared with $36 for oats. It is
true that the costs of production would be greater for the Chewings
fescue, but not enough greater to take up all the difference in income.
In both cases, it will be noted, the yields for both crops are average
for the study. With the above in mind, it becomes clear why some
farms with average yields (and all other factors comparable except
type of crop grown) returned higher labor incomes than did other
farms with average yields. This factor helps explain many of the
high labor incomes. Where large portions of the farm were devoted
to low-income-producing crops, the labor income was usually low.
In 1948, some of the more profitable seed crops in this study were
Chewings fescue, Alta fescue, Highland bentgrass, and hairy vetch.

PRICES RECEIVED

The general price level affects the labor income on all farms.
The differences in prices that an individual farmer received also
affected his labor income. Individual prices received for the same
commodity of the same quality differed as much as 15 to 20 per cent,
depending upon when and how the crop was marketed. Shifts in the
prices of individual commodities in the future could change some of
the farm incomes from high to low or from low to high. The effect
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of a shift would be greatest on those farms having only one or two
major crops.

The average prices received by farmers in this study for some
of the major crops are shown in Table 14.

Table 14. AVERAGE PRICES RECEIVED FOR Cios SOLD, 81 FARMS
\Villamctte Valley, Oregon, 1948

Crop

(,ran
Wheat $ 2.12
Oats 1.06
Barley 1.34

Hay
Clover $25.00 Ton
Grass 21.20 Ton

Grass seeds
Alta fescue $26.80 Hundredweight
Chewings fescue 35.00 Hundredweight
Common rye grass 7.50 Hundredweight
Perennial rye grass 8.80 Hundredweight
Highland bentgrass 51.00 Hundredweight

Other seeds
$17.0Hairs' vetch

8.10Common vetch
6.20Field peas
5.73Flax

Price Unit

Bushel
Bushel
Bushel

Hundredweight
Hundredweight
Hundredweight
Bushel

YIELD PER ACRE

A comparison of the earnings of farms, similar in most respects
except yield, indicates that high yields are associated with high labor
incomes. This factor was quite apparent on many of the low income
farms. Had these same farms received average yields, the incomes
produced on these farms would have been considerably higher. But,
high yields do not guarantee high labor incomes. Some of the farms
received higher than average yields, but did not have high or cven
average labor incomes. This situation arises when, for example, a
farm is too small or when poor ratings in some other factors offset
the advantage gained by good yields. Increasing crop yields is one
way to increase farm income, provided of course that this can be
done without increasing costs beyond the additional income received.
PRODUCTION PEI ANIMAL UNIT

Production per animal unit had the same general effect on labor
incomes on livestock farms that crop yields had on crop farms. Good
production on dairy farms was associated with high labor incomes.
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Here again, good production in itself is not enough to insure a good
financial return. It is only one of the many factors affecting income.

SIZE OF BUSINESS

Generally speaking, the larger farms produced the higher in-
comes. This relationship was most apparent on the seed and grain
farms. However, losses were sustained on some large farms. They
occurred where the farms were low in some other factor such as crop
yield. Since most of the large farms had average or better than
average ratings in the other factors, there is little reason to believe
that good ratings in the other factors cannot be obtained on large
farms.

LABOR EFFICIENCY

Most farm business studies show an important relationship be-
tween labor efficiency and income. In this study, however, high
labor incomes were not closely associated with high labor efficiency
due to the nature of the farms and some of the other factors nien
tioned.

There was considerable variation between the average work
units per man on the different types of farms. Work units per man
averaged 171 on the seed and grain farms compared with 256 on
general farms and 276 on dairy farms. The average labor efficiency
on seed and grain farms was low due to the very nature of the busi-
ness. Dairy farms provide year-around work. Seed and grain
farms have a very heavy dematid on labor during the crop season.
but the amouiit of livestock on these farms does not keep thc labor
force as fully employed during the winter as in the case of dairying.

This study was not designed to analyze each type of farm in
great detail. It does indicate, however, that high labor efficiency on
seed and grain farms was not closely associated with high labor
income. The important influence of kind of crop has already been
discussed. Labor efficiency appears to be associated more closely
with income on dairy farn atid general farms.

Mnus Labor Incomes

Any discussion of the factors associated with variations in in-
come must be of a general nature since they are all interrelated. In
this study no one factor accounts for all the variations in income on
the farms. However, it was possible to pick out the factor or factors
that appear to be responsible for a low or high income on a particular
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farm. The following discussion will point out in a general way what
appear to be the reasons why 17 of the farms failed to make a posi-
tive labor income.

All five of the farms (3 general, 1 dairy, and 1 beef) that had
minus labor incomes of more than $2,000 were considerably larger
than the average for the study, so size was not the limiting factor.
Low yields appear to be one of the main reasons these farms did not
return a positive labor income. In some cases much of the land also
was planted to low income producing crops. Costs did not appear to
be excessive on these farms, considering their size.

Of the other 12 farms that returned a minus labor income, 11
were smaller than the average in terms of total productive work
units, but on only five of these (2 beef, 3 general) did size appear to
be the main limiting factor. One of the two seed and grain farms
was quite small, but the main limiting factor on these two farms was
that much of the acreage was devoted to low-income-producing crops.
Low production per cow appeared to be the main limiting factor on
the two dairy farms. Low yields on two of the general farms seemed
to be the limiting factor. The remaining farm with a minus labor
income was a beef farm and will be discussed in the following
section.

Other Farms

Six of the farms included in the averages for the 81 farms have
not been shown as a separate group because of their special natures.
Four of the farms were quite similar in that the production of beef
was the majo.r enterprise. It is felt that four farms do not consti-
ttite a large enough sample upon which to base definite conclusions
concerning the beef enterprise in the Willamette Valley. However,
some general observations about these farms may be made since
there is considerable and a growing interest in the beef enterprise in
the Willamette Valley.

Each of the four beef farms (as classified) returned a minus
labor income to the operators (average of the four was a minus
$1,945). Two of the farms appear to be too small for a successful
beef enterpriseat least too small for beef to be the major enter-
prise. The other two farms are in the process of changing to beef
and as yet haven't developed sufficient pastures to carry enotigh cattle.
All of these farms have a cow-calf enterprise, i.e., the cows are kept
year around and the calf crop is sold either as yearlings or 2-year-
olds. One of the farms is also carrying some feeder cattle to utilize
excess pasture during the spring months.

- -- .--. i1 - F
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One of the disadvantages of the cow-calf enterprise on some
farms in the Willarnette Valley is the expensive winter feeding
period. The farms mentioned here did not have cheap 'winter feed
and in comparison with many competitive cow-calf beef enterprises
\vere also small. Farmers engaging in this operation must consider
these facts when attempting to compete with other areas.

Two of these farms may in time develop into large enough units
when plantings for hay and pasture are fully developed. it is ques-
tionable whether the other two farms can continue as beef farms over
a long period under the existing circumstances.

CONCLUSIONS

The greatest single factor influencing the profitability of the 81
farms studied in 1948 was kind of crop grown. Farmers who di-
rected their resources and efforts toward the production of such
crops as the fescues, Highland bentgrass and hairy vetch, made the
highest labor incomes. This is not to imply that other factors were
not important, but merely to point out that in many cases the impact
of this factor overshadowed or "masked" the influence of the other
factors. This is true particularly where a large portion of the farm
is devoted to these crops.

Other factors that were associated with labor-income were: crop
yield, production per animal, size of business, labor efficiency, and
prices received.

During 1948, the spread between cost of production and returns
on the crops listed above was considerably greater than on some of
the other agricultural commodities. For this reason, labor returns
were greatly affected by the kind of crop grown. The influence of
this factor will only be apparent a long as certain commodities have
a more favorable cost-price relationship than do others. It is not
likely that this situation will exist indefinitely.

With the above in mind, one should not conclude from a one-
year study that any one type of farming is more profitable than
another. True, in 1948 the seed and grain farms in this study were
the most profitable, but that is not proof that they will continue to be
so in the long run when the cost-price relationship of the grass crops
comes into closer balance with the other agricultural commodities.
Good incomes will then become (as in the past) more dependent on
the other factors affecting incomes.
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EXPLANATION OF TERMS
Crop Yield Index is a measure of the physical productivity of

the crop land. It is expressed as a percentage of the 1948 average
yield of crops on the 81 farms in the Willamette Valley included in
this study. Example: If the "Crop Yield" on a farm was 120, this
means the yield was 20 per cent above the average found in the
study.

Animal Unit is one mature cow or its equivalent, i.e., two
heifers, three calves, five ewes, etc.

Productive Man Work Units is the average amount of direct
productive work accomplished by one man in 10 hours at usual farm
tasks and under average conditions. For example, a dairy cow in the
Willamette Valley ordinarily requires 15 days of man labor per year,
whereas a total of only about .5 day is required to grow and harvest
an acre of common ryegrass (Table 15).

Table 15. ESTIMATED AVERAGE DAYS OF MAN LABOR REQUIRED ANNUALLY
BY VVILLAMETTE VALLEY ENTERPRISES

Man labor per
head or per acre

annually

Days
Livestock

Dairy cows 15.0
Heifers 1.5
Beef cows 3.0
Sheep .5
Hcns .2
Brood sows (and litters to weaning) 3.0
Fat hogs (weaning to tharket) .5

Crops
Wheat .6
Oats .6
Barley .6
Corn 2.0
Alfalfa hay 1.0
Clover hay 1.0
Vetch hay 1.4
Alta fescue seed .5
Chewings fescue seed .5
Perennial rye grass .3
Common rye grass .5
Highland bentgrass. .4
Hairy vetch seed .9
Field peas .8
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Man Equivalent is the sum of the total labor that was required
to accomplish the work on the farm reduced to yearly full time
workers. (300 days work per full time worker.)

Total or Average Investment is the average of the beginning
and ending inventories and represents the value of all land, buildings,
improvements, machinery and equipment, livestock, feeds, and sup
plies. It includes the value of all farm property, owned, leased or
rented by the operator, but does not include any deduction for debts.

Net Farm Income is the return to capital and to labor and
management of the operator. It is derived by deducting total farm
expenses from total farm receipts.

Labor Income is the return to the farm operator for his
labor and management after paying all farm expenses (including
unpaid family labor), after allowing for any change in inventory,
and after deducting four per cent interest on the total farm invest-
ment. In addition to the above, the operator gets certain farm
privileges such as use of house and farm products.

Percentage Return on Investment is the return to capital
expressed as a percentage. It is derived by deducting the value of
the operator's labor and management (as given by the operator him-
self) from net farm income and dividing this figure by the average
farm investment.

Farm Privileges represents the value at farm prices of all farm
produced food used in the household, the value of all farm wood
used for fuel, and includes 10 per cent of the value of the family
dwelling.


