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Information presented here, or elsewhere, 
cannot provide a simpje, precise answer 

to the question: "What size farm does it take 
to earn a family living in Oregon?" "However, 
this discussion identifies the considerations 
that must be taken into account. In addition, 
budget summaries provide estimates of 
investment requirements, labor requirements, 
and income levels for a set of different types 
of farms. These summaries can serve as the 
basis for budgets that can be prepared by 
those interested in the purchase of a farm, 
taking into account individual goals and 
circumstances. 

Prepared by James H. Matzat, graduate re- 
search assistant, Ludwig Eisgruber, head, Depart- 
ment of Agricultural and Resource Economics, 
and Manning H. Becker, Extension farm manage- 
ment specialist, Oregon State University. 



Interest in "small farms" is increasing. Reasons 
are numerous and varied. Some express interest 
in small farms because they like the lifestyle; 
others consider small farms socially and politically 
desirable; still others argue that on small farms, 
food can be produced with energy efficiency. 
Whatever the reasons for interest in "small farms," 
the discussion usually turns to the question, "What 
size farm does it take to earn a family living?" 

There is no simple answer to this question. The 
correct answer depends on many variables, includ- 
ing your personal preferences. Some families might 
consider nothing less than $25,000 disposable an- 
nual income as satisfactory, while others think 
they could get by with $10,000. The type of farm 
and location make a big difference. A small acre- 
age of fruits and vegetables in the Willamette 
Valley can produce the same income as a much 
larger acreage of dryland wheat in Eastern Ore- 
gon. Because of wide price and yield fluctuations 
in agricultural commodities (Tables 1 and 2), a 
farm that produces an acceptable family income 
one year may not do so the next. Another con- 
sideration is the changes in costs of production. 
While agricultural commodity prices go up as well 
as down, prices of agricultural inputs (fertilizer, 
machinery, etc.), as a group, rarely go down. For 
example, between 1968 and 1977 agricultural input 
prices rose each year and increased by 98 percent 
over this ten-year time span (Table 1). Finally, 
the amount of debt and resulting debt servicing 
have an important impact on the amount of dis- 
posable family income available from a given 
farming unit. 

Because of these many variables, you should 
analyze each situation on its own merits. Budget 
summaries have been developed for a number of 
cases to help you form judgments on some of the 
magnitudes involved.1 

1 For additional information on small farm ownership 
and country living, see M. Becker and G. Nelson, "Country 
Living—Are You Sure?" Oregon State University Extension 
Circular 918, and M. Becker and G. Nelson, "Can You 
Earn Your Living on a Small Farm?" Oregon State Ex- 
tension Circular 919. 



Table 1.    State Average Prices Received by Oregon Farmers for Selected Farm Commodities and Index of Prices Paid by Farmers, 1968-77. 

Commodity Unit 1968 1969 1970 1971 1972 1973 1974 1975 1976 1977 

Alfalfa hay $/ton 28.10 28.60 28.40 34.20 36.20 56.47 65.00 65.00 70.00 60.60 
Blackberries  (tame) 0/lb. 12.50 18.90 15.20 12.00 23.90 51.30 22.30 14.50 29.00 45.50 
Bushbeans (proc.) $/ton. 108.00 110.00 104.00 103.00 111.00 108.00 207.00 148.00 133.00 137.00 
Apples 0/lb. 3.02 2.91 4.43 5.08 5.78 6.50 6.20 4.80 7.20 9.20 
Strawberries */lb. 16.70 17.20 15.90 15.10 17.80 23.90 25.60 23.00 28.50 28.50 
Wheat $/bu. 1.28 1.31 1.46 1.42 2.05 4.65 4.44 3.78 2.79 2.70 
Cattle (calves) $/cwt. 26.30 30.10 32.80 33.50 40.20 52.60 35.50 25.40 38.48 39.21 

Index of prices paid by 
farmers' 102 106 110 115 122 142 161 177 191 202 

1 Index of prices paid by farmers (1967 = 100) for fertilizer, feed, machinery, herbicides,   insecticides,   general  supplies,   etc. 

Table 2.   Average Yields for Selected Oregon Farm Commodities, 1969-1977. 

Commodity Unit/acre 1969 1970 1971 1972 1973 1974 1975 1976 1977 

Alfalfa hay1 ton 3.20 3.10 2.95 3.00 3.20 3.30 3.30 3.50 3.60 
Blackberries lbs. 7,000 7,700 6,800 6,900 3,100 7,000 6,830 8,190 7,000 
Bushbeans ton 5.00 4.80 4.10 3.70 4.27 4.20 4.23 4.65 4.31 
Apples ton 14.30 9.14 10.22 8.23 13.90 12.83 10.85 12.17 10.64 
Strawberries cwt. 58 65 83 67 66 62 72 92 66 
Wheat" bu. 38.20 39.70 44.90 41.90 34.90 41.70 46.20 45.20 37.80 

1 Averages for irrigated and nonirrigated alfalfa. 
' Averages for Eastern and Western Oregon; dryland and irrigated. 



Constructing Farm Budgets 

Budgets were prepared for five different farm 
types: an apple orchard, a central Oregon cattle 
ranch (cow/calf), an eastern Oregon dryland 
wheat farm, a vegetable, grain, and small fruit 
farm,2 and an irrigated alfalfa farm. Data for these 
budgets come from a variety of sources, but are 
drawn primarily from enterprise data sheets pre- 
pared by the Oregon Extension Service. The data 
are based on existing operations and reflect tech- 
nology used on these operations during the past 
several years. 

In preparing the budgets, it was assumed that 
the farmland, buildings, and machinery are owned 
debt free, although operating expenses include an 
interest charge for borrowed operating capital. 
Commodity prices used represent a 5-year (1973- 
77) average of prices received by Oregon farmers 
and ranchers.3 Commodity prices and yields used 
in the preparation of the budgets are listed in 
Table 3. 

Since different families have different family 
income  aspirations, budgets were prepared for 

Table 3.   Commodity Prices and Yields Used in the Preparation 
of Budget Summaries. 

Commodity Prices Yields* 

Alfalfa hay (irrigated) $ 63.50/ton 6 tons/acre 
Blackberries (tame)          33.00/pound 7,000 pounds/acre 
Bushbeans (proc.)           145.00/ton 4 tons/acre 
Apples                               153.00/ton 11 tons/acre 
Strawberries                            .26/pound 8,000 pounds/acre 
Wheat (dryland)                3.65/bushel 30 bushels/acre 
Cattle (calves)                  50.00/hundred 300 pounds/cow 

pounds 
1 These yields may be higher than can be achieved by someone with- 

out agricultural experience. Even for individuals with experience, actual 
yields may be lower in any one year due to fluctuations in weather, 
disease, etc. 

2 Acreage was 10 percent strawberries, 10 percent 
Marion berries, 40 percent bushbeans, and 40 percent in 
wheat. 

3 An exception is prices used for cattle, as four out of 
the five years between 1973 and 1977 fell in the bottom 
of the "cattle cycle." Using this 5-year average would 
have given an atypically unfavorable picture of the cow/ 
calf enterprise. A price of $50/cwt. was, therefore, used 
in the budgets. 



three annual, before-tax, family income levels:4 

(a) $10,000; (b) $15,000; and (c) $25,000. The 
first of these levels, $10,000, is close to a low 
middle income level in the U.S. The second level, 
$15,000, is close to the current median family in- 
come in the U.S. 

The disposable before-tax income is calculated 
so as to exclude charges for depreciation and in- 
terest charges on equity capital. While deprecia- 
tion is not an out-of-pocket cost in the short run, 
machinery, buildings, fencing, and breeding stock 
will have to be replaced in the long run. There- 
fore, annual depreciation costs are also indicated 
in the budgets (but without subtracting them from 
before-tax disposable family income). These de- 
preciation costs eventually will be incurred, at the 
time buildings, machinery, etc., have to be re- 
placed. Part of the before-tax income may have 
to be set aside to save for replacement. Otherwise, 
the continued productivity of the farm could be 
endangered. 

Because some may wish to consider farming as 
a part-time operation, labor requirements are 
shown in the budgets. This information will make 
it possible to assess whether it is feasible, from 
the point of view of available family labor, to have 

4 Before-tax disposable family income was calculated 
rather than after-tax disposable income, since individual 
situations vary greatly with respect to off-farm income, 
family size, etc. 
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jobs "in town" as well as to operate a part-time 
farm. Farm labor need is seasonal in practically all 
types of farming. The budgets assume that all 
labor except harvesting the fruits and vegetables 
is provided by the family. Because of the im- 
portance of timeliness, it may be necessary to hire 
labor, which would reduce the family income. 

Finally the budgets account only for farmland, 
farm buildings, farm machinery, etc., and do not 
include a dwelling. A dwelling would add to the 
investment, but would not add directly to the 
before-tax income. Investment and maintenance 
costs for a dwelling will have to be added to arrive 
at a budget for a farming unit that serves both as 
a place to live and as a place to earn a living. 

Budget Summary Results 

Budgets are summarized for three different 
before-tax disposable family income levels for each 
of five different types of farms in Tables 4, 5, and 
6. From these budget summaries it is clear that 
the amount of (borrowed or equity)5 capital re- 
quired to get started in farming is high. For the 
types of farming and income levels budgeted, in- 
vestment ranges from $102,000 for an apple 
orchard with a before-tax income level of $10,000 
per year (assuming 100 percent equity) to more 
than $750,000 for a cow/calf operation with a 
before-tax income level of $25,000 per year (again, 
assuming 100 percent equity) .6 Within each income 
group, capital requirements also vary widely. For 
example, to achieve an average of $10,000 annual 
before-tax disposable family income, equity capital 
requirements range from about $102,000 for an 
apple orchard to $331,200 for a cow/calf opera- 
tion. 

0 "Equity capital" refers to funds the investor has in 
hand and does not need to borrow to buy the farm. 

6 "100 percent equity" means that the investor did not 
have to borrow any money to buy the farm (owning the 
farm debt free). 



Table 4.    Budget Summaries for Five Different Types of Farms1 that Generate an Annual Family Income  (Before Income Taxes)  of $10,000. 

Budget item 
Apple 

orchard 
Vegetable & 
small fruit2 

Cow/ 
calf 

Dryland 
wheat 

Irrigated 
alfalfa 

Investment 
Land ($) 

(acres) 
Livestock ($) 

(cows) 
Machinery ($) 
Buildings, structures ($) 

00 Total ($) 

Gross income ($) 
Cash operating expenses ($) 
Disposable family income ($) 

(before income taxes) 
Labor requirements (hrs.) 
Depreciation ($) 

65,000 
13 @ $5',000/acre    50 @ $2,500/acre 

30,500 
6,500 

102,000 

22,060 
12,060 

10,000 
l,850a 

6,100 

125,000 217,200* 
7,240 @ $30/acre 

92,000 
181 

21,000 11,000 
4,000 11,000 

150,000 331,200 

38,600 32,580 
28,600 22,580 

10,000 10,000 
l,070:l 905 
3,000 1,150 

183,040 95,700 
704 @ $260/acre  87 @ ll.lOO/acre 

5,500' 
2,000 

190,540 

38,755s 

28,755 

10,000 
352 

1,200 

20,000° 
2,600 

118,300 

28,536 
18,536 

10,000 
370 

4,100 

1 It may be difficult to find farms of the desirable size and price/acre as shown in the budgets above.  Also, smaller acreages may sell at a higher price   (in terms of 
$/acre) than larger acreages. Minimal buildings and used equipment are assumed. 

2 Acreage allotted as 10 percent strawberries, 10 percent Marion berries, 40 percent bushbeans, and 40 percent wheat. 
3 Does not include harvest labor; harvest labor is accounted for in cash operating expenses. 
* Calculated as 40 acres/cow. 
3 Gross income calculated from one-half total acreage @ 30 bu. yield/acre. 
11 Acreage of this size would not justify machinery purchase. A custom operation charge is substituted for machinery investment. 



Table 5.    Budget Summaries for Five Different Types of Farms' that Generate an Annual Family Income  (Before Income Taxes)  of $15,000. 

Apple Vegetable & Cow/ Dryland Irrigated 
Budget item orchard small fruit2 calf wheat alfalfa 

Investment 
Land ($) 100,000 187,500 327,000* 228,800 144,100 

(acres) 20 @ $5,000/acre 75 @ $2,500/acre 10,920 @ 30/acre 880 @ $260/acre 131 @ $l,100/acre 
Livestock ($) 140,000 

(cows) 273 
Machinery ($) 45,700 31,500 16,300 63^900 3(U30'i 

Buildings, structures ($) 9,000 6,000 16,600 10,000 3,930 
CO                                 Total ($) 154,700 225,000 576,500 302,700 128,160 

Gross Income ($) 33,087 57,900 49,140 48,4445 42,968 
Cash operating expenses ($) 18,087 42,900 34,140 33,444 27,968 
Disposable family income ($) 

(before income taxes) 
15,000 15,000 15,000 

15,000 15,000 
Labor requirements (hrs.) 2,825:, 1,6003 1,725 880 560 
Depreciation ($) 9,400 4,500 1,365 6,800 6,160 

1 It may be difficult to find farms of the desirable size and price/aore as shown in the budgets above. Also, smaller acreages may sell at a higher price   (in terms of 
$/acre) than larger acreages. Minimal buildings and used equipment are assumed. 2 Ratio the same as Table 4. 

■1 Does not include harvest labor; harvest labor is accounted foi r in cash operating expenses. 
■' Calculated as 40 acres/cow. 
6 Gross income calculated from one-half total acreage (5) 30 bu. vield/acre. 
B Acreage of this size would not justify machinery purchase. A custom operation charge is substituted for machinery investment. 



Table 6.   Budget Summaries for Five Different Types of Farms1 Which Generate an Annual Family Income  (Before Income Taxes)  of $25,000. 

Budget item 
Apple 

orchard 
Vegetable & 
small fruit2 

Cow/ 
calf 

Dryland 
wheat 

Irrigated 
alfalfa 

165,000 
33 @ $5,000/acre 

312,500 
125 @ $2,500/acre 

546,0004 

18,200 @ $30/acre 
231,000 

455 

381,160 
1,466 @ $260/acre 

195,800 
178 @ $l,100/acre 

76,180 
16,385 

257,565 

52,500 
10,000 

375,000 

27,300 
27,300 

831,600 

106,300 
20,000 

507,460 

62,000 
6,500 

264,300 

55,145 
30,145 

96,500 
71,500 

81,900 
56,900 

80,703= 
55,703 

67,720 
42,720 

25,000 
4,660:' 

15,410 

25,000 
2,675''' 
7,500 

25,000 
2,275 
2,870 

25,000 
1,450 

10,250 

25,000 
1,080 

12,500 

Investment 
Land ($) 

(acres) 
Livestock ($) 

(cows) 
Machinery ($) 
Buildings, structures 

Total 

Gross income 
Cash operating expenses ($) 
Disposable family income ($) 

(before income taxes) 
Labor requirements (hrs.) 
Depreciation 

1 It may be difficult to find farms of the desirable size and price/acre as shown in the budgets above.  Also, smaller acreages may sell at a higher price  (in terms of 
$/acre) than larger acreages. Minimal buildings and used equipment are assumed. 

3 Ratio the same as Table 4. 
•'' Does not include harvest labor; harvest labor is accounted for in cash operating expenses. 
4 Calculated as 40 acres/cow. 
5 Gross income calculated from one-half total acreage @ 30 bu. yield/acre. 
0 Acreage of this size would not justify machinery purchase. A custom operation charge is substituted for machinery investment. 



It is, of covirse, possible to borrow capital for 
purposes of getting started in fanning. However, 
this reduces before-tax income and, in some cases, 
would leave no income for family living. For 
example, if you had $135,000 equity capital and 
borrowed $15,000 at 10 percent in order to get 
established in a small fruit and vegetable farm, 
the cash operating expenses would increase by 
$1,500, thereby reducing your before-tax family 
income to $8,500. Similarly, if you want to start a 
cow/calf operation with equity capital of $230,000 
and borrowed capital of $100,000 (at 10 percent), 
your before-tax family income would be reduced to 
zero. Interest paid, as well as depreciation, even 
though not incurred as an out-of-pocket expense 
in a given year, is tax deductible. 

Labor requirements also vary greatly. The 
budget summaries show that labor requirements 
range from 370 hours per year for an irrigated 
alfalfa ranch (yielding $10,000 average annual 
before-tax income, with a $118,000 equity invest- 
ment) to 4,660 hours for an apple orchard (yield- 
ing a $25,000 average annual income with ap- 
proximately $260,000 equity investment). It is 
clear that different types of farms have different 
types of labor requirements. Thus, some types of 
farms are more suitable for part-time farmers than 
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are others. It is not true, however, that those farms 
with the highest capital requirements have the 
lowest labor requirements, and vice versa.7 

Many factors influence how profitable a farm 
operation will be. Two major factors are yield 
per acre from the commodity produced and the 
price received by the farmer for that particular 
commodity. As shown in Tables 1 and 2, wide 
variation in prices and yields is characteristic 
of agricultural commodities. Table 7 shows the 
variation in gross income with a change of yield 
and/or price of a commodity. Disposable income 
variation can be calculated using cash expenses 
per acre for each commodity and its corresponding 
"high," "low," or "most likely" gross income pro- 
vided in this table. With such wide variation in 
gross income (Table 7) and rising costs (Table 1) 
per acre, the riskiness of farming is evident. 
Furthermore, low gross income and the resulting 
low or no return to family living may occur sev- 
eral years in a row. 

Table 7.    Income Variation 

Gross income per acre 

Commodity High Most likely Low 

Apples $2,020 $1,683 $1,345 
Vegetables and fruits1 1,913 1,565 1,052 
Catde2 216 180 144 
Wheat3 132 110 88 
Alfalfa 457 381 305 

1 Ten percent of acreage in strawberries,  10 percent Marion berries, 
40 percent bushbeans, and 40 percent wheat. 

2 Gross income per cow. 
3 Gross income per acre for one-balf of total acreage. 

7 Within limits, labor can be substituted for capital. 
The budget summaries in Tables 4, 5, and 6 are based on 
farming operations that use typical and average levels of 
technology. For some individuals and circumstances, the 
use of relatively more labor and less machinery may be a 
feasible option. 
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What Size and Type of Farm for You? 

By now it is apparent that there is no simple 
answer to the question: "What size farm for you?" 
After your income aspirations are evaluated realis- 
tically and it is determined that they are modest 
and that your goal is to have a "small farm," the 
size of farm required to achieve that income may 
not be small at all, whether measured in terms of 
acres or capital investment. Capital investments 
and labor requirements to achieve a given level 
of disposable income vary greatly for different 
types of farms. Thus, your choice of size and type 
of farm depends on how much capital and how 
much labor are at your disposal—as well as what 
the alternative uses of capital and labor are out- 
side agriculture. 

The budget summaries (Tables 4, 5, and 6) 
show capital requirements, labor requirements, 
and income aspirations as three important factors 
that affect the size and type of farm for you. Other 
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factors, such as your management ability, market- 
ing skills, technical skills, willingness to work long 
hours (perhaps seven days a week), availability 
of seasonal labor, etc., are also important consid- 
erations. 

Finally, something should be said about land 
appreciation. In times of high rates of inflation 
such as occurred during the past few years, all 
land tends to appreciate. There is no question that 
some individuals invested in farmland or started 
farming with a view towards participating in the 
rise of land prices. Some may have done so by 
trading off lower current-disposable-income for 
greater net worth later. While the most probable 
expectation for the long run is for increased land 
values, periods of stagnation are likely and even 
periodic decreases in land values cannot be ruled 
out. Even though the long term trend in land 
values is likely upward, these gains cannot be 
realized unless the land is sold and the productive 
capacity of a farm reduced, perhaps significantly. 
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