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This circular reports a study made of costs and returns for the year 1951
on 20 dry-land wheat farms in Wasco County, Oregon. These farms all followed
the wheat-fallow system of farming - the system which has been almost universally
practiced in the low-rainfall portions of the Columbia River Basin.

The Farms Studied

Tenure. Of the 20 operators, 3 were full owners, averaging 1,260 acres
per owner; 5 both owned and rented, the combination averaging 2,140
acres each; 12 were tenants, operating units averaging 1,181 acres each.

Capita1. Total capital averaged $108,166 per farm. Over 80 per cent of
total, $87,136, was estimated for land and buildings. Present
(depreciated) value of machinery was $13,830. Livestock inventory
value at end of year averaged $7,200 per farm. (See Table 1)

Land Use. Of average total acreage, 1,433 acres per farm, 797 was crop
land and 636 range. The crop land was about evenly divided between
crop and fallow. Wheat (mostly winter wheat) comprised 371 acres or
89 per cent of all crop acreages. (See Tables 1 and 2)

Livestock. First of the year inventory showed an average of 30 animal
units (cow equivalents) per farm; 17 farms had beef (range of 8 to
60 head) with average of 21 cows per farm and 30 acres range pasture
per cow; 9 farms had hogs, with average of 48 per farm.

3This report, although based on only 20 farm records, provides timely and
useful data on dry-land wheat farms in the Columbia Basin. The averages shown
here may not represent the averages for the farms in the entire region.

This study was made possible by the cooperation of the growers and the
Extension Service in Wasco County, and by the financial support of the Division
of Farm Management and Costs, Bureau of Agricultural Economics. The author is
particularly grateful to E. N. Nelson, County Extension Agent in Wasco County,
for his help in starting this project; to Walter W. Pawson, Agricultural Economist
in the Division of Farm Management and Costs, Bureau of Agricultural Economics,
for arranging some financial assistance in conducting the field work; and to
William B. Back, Assistant Agricultural Economist at Oregon State College, for
statistical interpretation of the data.

The study was initiated and carried out by Dr. Kuhlman, but following his
death, December 13, 1952, the final report was completed by his associates in
the Department of Agricultural Economics.
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Cost of Farming

Tota1 costs averaged $19,564 per farm on the 20 farms or $24.55 per crop-
land acre (Table 4). Total costs included all cash expenses, depreciation
charges on equipment, interest charges on the capital investment, and a labor
charge for the operator's work as determined from the going wage for such services
in the community.

.Direct, costs (out-of-pocket) averaged $8,O per farm, were 41 per cent of
all costs, and totaled about $10 per cropland acre. Repair and hired labor
were the largest items, comprising one-third of these costs. Other items were
insurance, property taxes, and supplies of various kinds.

Interest averaged $5,408 per farm or $6.79 per cropland acre, when calculated
at 5 per cent of total capital investment.

.Operator's labor for the year was calculated at an average of $3,530 per
farm. All operators considered themselves year round workers. Thus the wage
value of their work, based on their own estimates, averaged 294 per month in
addition to the farm-furnished living they obtained. Wages for hired labor
(largely seasonal) averaged $258 per month, plus perquisites, such as room or
housing and farm products.

Nachinery costs averaged $4,713 per farm or $5.92 per cropland acre
(Table 5). The present (depreciated) inventory value of the general macthinery
averaged $6,315 per farm. Inventory of motor vehicles averaged another $7,515
per farm (Table 1).

Tractor cost for the main tractor averaged $1,248 (Table 6). With 759
hours of use for the year, the total cost averaged $1.64 per hour. Operating
expense, averaging 86 cents per hour, accounted for slightly more than half
the cost. Depreciation charges were 58 cents per hour of use.

Nultiplying the years of estimated life of these tractors by the annual
depreciation indicates an average purchase (new) price of around $5,600 each.
Prices, of course, have increased generally since these tractors were purchased.
Therefore the depreciation cost would be higher on new equipment that was purchased
at higher prices.

Among the 19 tractors on which costs were recorded the 13 with rated
capacity of less than 40 horsepower had costs averaging $1.36 per hour. The
six tractors with rated capacity of 40 horsepower or more had costs averaging
$2.14 per hour of use.

Returns from Farming

'Total farm receipts (including net increases in cattle) averaged $25,150
per farm; $60.60 per acre in crop or $31.56 per acre of cropland. The sale of
wheat contributed $20,641 or 82 per cent of all receipts on the farms in the
study.
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.Total miscellaneous receipts (from other than wheat) averaged only $4,509
per farm. Cattle receipts accounted for $2,705, nearly 11 per cent of all farm
receipts and 60 per cent of all miscellaneous receipts. Some expansion in the
size of the cattle enterprise is indicated by the net increase shown in the
value of the inventory.

Net returns from the farm business may be expressed in various ways in
order to show how much of the gross incomeafter deducting costs of all other
itemsremains to the operator for using his capital and his labor in conjunction
with management and risk-taking. Four measures of income show the following:

1.. FAR1 INCOME (Total receipts minus all expense items except wage for
the operator and interest on capital).

TotalReceipts(Table7) ........ . ................ $25,150
Direct costs including depreciation (Table 4)..... 10,626

F arm Income ........................... . . . . . . . $14, 524

2. OPERATOR'S LABOR INCOME (Farm income minus interest on
total capital).

Farm Income .................................... . $14,524
Interest charged on capital ($108,166 @ 5) ..... 5,408

Operator' s Labor Income ................... ... $ 9,116

3. RETURN ON CAPITAL (Farm Income minus wage for the
operator).

Farm Incoin.e .................................... $:L4,524
Wage for operator (Yearly basis) ................ 3,530

Return on Capital ........................... $10,994
Per cent return on capital ($108,166) ........ l0.2

4. NET PROFIT (Total receipts minus total costs equal
return to management and risk-taking).

Total receipts (Table 7) ........................ $25,150
Total costs (Table 4) ........................... 19,564

Net Profit ................................... $ 5,586

In computing these various measures of earnings the entire farm business
for all of the 20 farms studied was regarded as owner-operated.

Returns Analyzed on Landlord-Tenant Basis:

Inasmuch as tenancy was so prevalent, the data have also been arranged
to show the approxirte distribution or sharing of the business which occurs
under the usual landlord-tenant agreement (Table 8).

Most leases provided that the landlord receive one-third of the wheat
crop as his rental. Terms for other crops varied from this in some cases.
Arrangements for livestock varied considerably from farm to farm. In part this
was due to the fact that tenants, in cooperation with the landlord, were expanding
their breeding stock.
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According to the prevailing lease arrangements, in 1951, the landlord's
average net return on his investment was $6,802, or 7.5 per cent on $90,736. The
tenant's net return for his labor and management was $6,850, or approximately the
same number of dollars as the landlord earned on his investment.

Cost of Producing Wheat
The cost of producing wheat (main crop) in 1951 on the farms studied may

be approximated as follows:

Total farm costs (from Table 4) ......................... $19,564
Deduct miscellaneous receipts (from Table 7) ............. 4,509

Difference or net cost of marketable wheat ........... $15,055
Average cost per bushel .............................. $1.62

This rough method of calculating cost of the main product is employed on the
assumption that miscellaneous receipts should equal their cost of production.
The balance remaining after deducting that amount from total farm costs there-
fore represents the cost of producing the marketable wheat.

The cost of producing wheat averaged $1.27 per bushel for the five low-
cost farms and $2.31 per bushel for the five high-cost farms. Such a large
difference in costs suggests the need for study of factors which affect costs
and returns.

Analysis of Farm Income
Farm income varied widely on the 20 farms in this study (Table 9).

Statistical analysis indicated that 74 per cent of the variation in farm income
was due to variations in the amount of cropland, the yield of wheat, and the
size of the livestock enterprise.

Farm income increased, on the average, about $17 for each acre increase in
cropland. Cropland ranged from 450 acres to 1,315 acres (Table 10).

Farm income increased, on the average, about $604 for each bushel increase
in wheat yield (Table 11). Wheat yields ranged from 18.6 to 45 bushels per acre
on these farms. With wheat produced on an average of 371 acres per farm, each
bushel increase in yield meant an increase in income to the operator for his
services and the use of the capital of $1.63 per acre.

Farm income was higher for the group of 10 farms with the most livestock
(Table 12). Livestock numbers vried from none to 87 animal units (cow equivalents)
per farm. Farm income increased, on the average, about $66 for each increase in
number of animal units. On some of the farms with higher livestock numbers,
however, farm income was near average for the entire group. Such farms ranked
only average or less either in cropland acres or in yield of wheat or in both
of these factors. These facts indicate that livestock in itself does not insure
a good financial return. It is only one of the factors affecting income.

The farms with the highest receipts per acre also were, in general, average
or above average in cropland acres, yield of wheat, and number of animal units per
farm (Table 13).
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The cost of farming per cropland acre, as shown also by other studies,
varied only slightly in the different groupings shown (see Tables 9-13). This

seems to indicate that the farms in the area covered by this study were large

enough and the methods of farming so standardized that costs per cropland acre
are quite uniform.

Receipts per cropland acre varied considerably from farm to farm with
variations in crop yields and in volume of livestock production. While the

quality of cropland and the climatic conditions encountered were major factors
influencing production, the management was no small item in matters such as
timely performance of crop operations, ability to utilize forage and range
resources, and advantageous marketing of farm products.

Costs and Returns - 20 Dry-Land Wheat Farms
Wasco County, Oregon, 1951
Table 1. Capital Investment per Farm

Average
Item capital Proportion

per farm of capital

Per cent
Cropland, 797 acres (approximately $84 per acre) $ 66,920 62
Range land, 636 acres (approximately l2 per acre) 7,941 7

Total land, ].,433 acres per farm $ 74,861
Buildings 12,275 11

Total land and buildings .......................... 87,136 80
General machinery 6,315 6
Tractors, trucks, farm share of automobile 7,515 7
Livestock 7,200 7

Total capital ................................. $108,166 100

Table 2. Use of Cropland

Average Average Proportion of
Number per farm for all total cropland

Item of farms reporting 20 farms on all farms

Acres Acres Per cent

Wheat 20 371 371 46.
Barley 5 42 10 1.2
Alfalfa hay ....................8 28 11 1.4
Grain hay 13 25 16 2.0
Pasture ........................5 29 7 .9
New seeding of grass or alfalfa 2 36 4 .5

Total land in crops 20 419 52.6
Suniiner fallow 20 - 378 47.4

Total Cropland per Farm 20 - 797 l0().0



Table 3. Grain and Hay Crops Harvested

Average
production Yield

Ciop per farm per acre

Wheat, bushels 9,687 26.1
Barley, bushels 278 26.6
Alfalfa hay, tons . 18 1.6

Grain hay, tons 17 1.5

Table 4. Average Costs of Farming

Cost Cost per percent-
per cropland age of

Item farni acre cost

Per cent
Direct Costs

Hired labor, 4.9 nios. @ $258 per month $ 1,264 $ 1.59 6.

Custoniwork 193 .24 1.0
Gas and oil 1,032 1.30 5.3
Repair . 1,295 1.62 6.6
Supplies . ..................................... 654 .82 3.3
Fertilizer; weedcontrol 878 1.10 4.5
Seed and seed treatment 622 .78 3.2
Livestockexpense .............. 288 .36 1.5
Crop and fire insurance 496 .62 2.5
Property taxes ........ 1,018 1.28 5.2
r'Iiscellaneous ...................................328 .41 1.7

Total direct costs $ 8,068 $10.12 41.3
Value of operator's labor, 12 mos.© $294 per month 3,530 4.43 18.0
Depreciation on equipment 2,558 3.21 13.1
Interest on capital, $108,166 @ 5% .................5,408 6.79 27.6

Total costs . $19,564 $24.55 100.0

Table 5. Distribution of Machinery Costs

Average Cost per Proportion
cost per cropland of machine

Item farm acre costs

Per cent
Depreciation (14% on $13,830 inventory) $1,944 $2.44 41
Repair 1,045 1.31 22
Motorfuelandoil 1,032 1.30 22
Interest on inventory value) 692 .87 15

Total machinery cost . .................... . $4,713 $5.92 100
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Table 6. Costs of Operating 19 Large Tractors on Dry-Land Wheat Farrns*

Amount Average
per. cost

Item tractor per hour

Average inventoryvalue of tractors $3,050
Average age of tractors (years) 5.7
Estimated years remaining use 6.9
Total estimated years of use 12.6
Hours used during the year 759

Cost items:
Fuel, 2,004 gals. per tractor or 2.64 gals. per hr.
Oiland grease

$ 266
56

$ .35
.07

Repair and insurance 284 .38

Upkeeplabor ...........................................46 .06

$ 652 $ .86Total direct cost

$ 444 $ .58Depreciation, based on 12.6 years of use
Interest @ 5 on present value of $3,050 ............. . 152 .20

$ 596 $ .78Total depreciation and interest
Total cost $1,248 $1.64

Cost for 13 tractors of less than 40 h.p. capacity ........$ 959 $1.36
Cost for 6 tractors of 40 h.p. or larger capacity $1,874 $2.14

* Most of the farms studied had one or more small tractors in addition to the
main tractor included in this summary.

Table 7. Average Receipts

Item

Wheat, 9,306 bushels sold @ $2.22 per bushel ...........
Miscellaneous receipts

Crop sales other than wheat .........................
Cattlesales ........................................
-G&ttd:e net increases . ...............................
Dairy products sold . ................................
Hogsales . ..........................................
Poultry and eggs sold ...............................
Machine hire ....... . ...............................
Off-farm. work .......................................
Practice payments . ..................................

Total miscellaneous receipts ....................

Total farm receipts ...........................

Average Proportion
receipts of total
per farm receipts

Per cent
$20,641 82.0

743 3.0
1,711 6.8

994. 4.0

49 .2

578 2.3

77 .3
64 .3

136 .5

157 .6

$ 4,509 18.0

$25,150 100.0



Table 8. Approxate Average Farm Costs and Returns for Landlord and Tenant,
Based on the Usual Lease Terms

Landlord's Tenant's

Item share share

Returns
Wheat (Landlord gets 1/3 of crop or 3,229 bushels) .....
Other crops ...... . . ....................................
Cattle and swine* ......................................
Other receipts .........................................

TotalReturns . ......................................

Costs

$7,168 $13,473
248 495

1,642 1,642
L2

Property taxes $ 750
614

$ 268
1,944Depreciation on buildings and machinery

Repair buildings, fences, and machinery 250 1,045

Fertilizers and weed spray ............................ 250 628

Crop and fire insurance 248 248

Livestock expense 144 144
1,264Hired labor

Gas and oil ---
---

1,032
1,276Seedand supplies

Miscellaneous and interest on tenant's capital+ --- 1,393

Total Costs ...........................................$2,256 $9,242
Net returns to landlord's capital, and tenant's labor $6,802 $ 6,850
* Assumed as a 50-50 share basis.
+ Interest at 5 per cent on tenant's capital of $17,430 was $872. Thus the

respective net returns were $6,802 or 7.5 per cent on the landlord's capital of
$90,736, and $6,850 for the tenant's labor and management during the year.

Table 9. Effect of Cropland Acreage, Livestock Receipts, and Receipts per
1rnr1nd Arrc TTwn Frrn Income

Average Wheat. Livestock Cost per Receipts
farm Cropland yield receipts cropland per crop

Farm income group incoine* per farm per acre per farm acre land acre
Acres Bushels

10 lowest farms . $ 9,751 676 25 $2,786 $24.67 $27.69
10 highest farms 19,296 918 27 4,032 24.47 34.41

$14,524 797 26 $3,409 $24.55 $31.55All farms ....
* Net return to the operator for his services and the use or the farm capital.

Table 10. Relation of Size of Farm in Terms of Cropland Acreage to Farm
(os-t. Receiots. nd Net Farm Income

Cropland acreage

Cropland
per
farm

Total returns
Cost
per

cropland
acre

Receipts
per

cropland
acre

Wheat
yield
per
acre

Farm
receipts

Farm.

incoine*

10 lowest farms ....
10 highest farms ...

All farms

Acres
609
984

$19,224
31,075

$11,522
17,525

$25.18
24.16

$31.57
31.58

Bushels
28

25

797 $25,150 $14,524 $24.55 $31.5( 26
* Iet return to the operator for his services and the use of the farm. capital.



Table 11. Relation of Yield of Wheat per Acre to Cost per Bushel and to Cost per
Acre and Farm Income

Wheat Cost per Cost per Cropland
yield Farm bushel cropland per

Wheat yield group per acre income* wheat acre farm

Bushels Acres

10 lowest farms 23 $11,281 $1.91 $22.80 746
10 highest farms .... 30 17,766 1.50 26.08 848

All farms 26 $14,524 $1.62 $24.55 797

*Net return to the operator for his services and the use of the farm capital.

Table 12. Relation of Livestock Enterprise to Income, Cost, and Acreage

Livestock
receipts group

Animal
units*

Live-
stock

receipt5
Farm

incoule+

Cost per
cropland
acre

Acres per farm
Crop-
land

Range
land

Total
farm

10 lowest farms ...

10 highest farms ..

All farms

12

48
$1,371

5,447

$L3,209
15,838

$24.16
24.89

Acres Acres

334
938

Acres
1,070
1,795

736
858

30 $3,409 $14,524 $24.55 797 636 1,433

* uow equivalents.
+ Net return to the operator for his services and use of the farm capital.

Table 13. Relation of ReM rt nr Crorfland Aere to Cost ni Other F'tors
Receipts Cost Livestock Wheat

per per receipts yield
Farm receipts cropland cropland Farm per per Wheat Cropland

group acre acre income* farm acre acreage acreage

Bushels Acres Acres
10 lowest farms. $27.08 $23.50 $10,278 $2,816 320 70823
10 highest farm 35.14 26.52 18768 4,001 28 421 886

$31.55 $24.55 $14,524 $3,409 26 371 797All farms ...

* Net return to the operator for his services and the use of the farm capital.


