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',R. · ·ow lVIOCH year:ry iricofh~s.hould a 
farm make-your farm, -for ex

ample? If you take a hundred ordinary 
farms, all with the same kind of 
weather to contend with, the same 
farm prices for their products, all fol
lowing the same general type of farm-

between the average yearly earnings 
of the top fifth and the bottom fifth. 
These were farms in the same section 
of the state, with the same type of 
farming, with records for the same · 
year. The story behind this wide range 
in income is management-getting the 

Fig. 1. Range in earnings of cooperators, Southeast Minnesota Farm Management Service, 
1938. The top fifth of these farmers averaged almost $4000 more per man than the bottom fifth. 

ing, how much variation would you 
expect in their earnings? And if you 
did find considerable spread in income, 
would you be able to put your finger 
on the causes? 

Figure 1 shows the actual record of 
122 farms, with almost $4,000 difference 

right combination of farm enterprises 
and conducting them with as much 
skill, efficiency, and judgment as pos
sible. 

Have you found the best combina
tion of enterprises for your farm? How 
do you know how good it is? How can 

'The data in this pamphlet are from mimeographed report No. 104, Division of Agricul
tural Economics, University of Minnesota. 
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you find out? Are you as good as the 
average, or better or worse, in the 
matter of running each of your farm 
enterprises, that is, in raising hogs, in 
producing crops, in feeding dairy cows 
or beef cattle, and in managing your 
other important sources of income? 
Wouldn't it be helpful to know just 
how you came out on each enterprise 
and then be able to compare your re
sults with those secured by other 
farmers engaged in 'the same type of 
farming in your own section of the 
state? 

But let's get back to that diagram 
on earnings. These are actual figures 

on the 1938 earnings of farmers in the 
Southeast Minnesota Farm Manage
ment Service. The top group of 24 
farms show average earnings of $3,439, 
while the bottom group averaged 
minus $532, or a range .of almost 
$4,000 between the two groups. In
dividual farmers showed a far wider 
range. There were four· farmers with 
earnings of over $5,000 each, and 21 
whose earnings were in the minus 
class; that is, they did not have enough 
income, after deducting operating ex
penses and 5 per cent interest on their 
total investment, to leave anything for 
their own labor and management. 

Tob:e 1. Summary of Form Earnings, 1938 

Items 

RECEIPTS 
Dairy Products .................................................................................. .. 
Cattle ................................................................................................................ .. 
Hogs .................................................................................................................... . 
Sheep ................................................................................................................ .. 
Poultry and eggs .......................................................................... . 
Crops ................................................................................................................ .. 
Miscellaneous ......................................................................................... . 
Income from work off the farm .............................. .. 
Agricultural Conservation payments .............. . 

Total cash receipts .............................................................. . 
Increase in farm inventory ........................................ .. 
Farm produce use in house ........................................ . 

Total receipts ............................................................................... .. 

EXPENSES 
Machinery and power .......................................................... .. 
Buildings, fences, tiling ........................................................ . 
Hired labor ............................................................................................... . 
Feed and other expenses. for livestock ......... .. 
Livestock bought .......................................................................... . 
Crop (seed. twine, spray) .................................................... .. 
Taxes, insurance, general farm .................................. . 

Total cash expense .............................................................. . 
Decrease in farm inventory ........................................ .. 
Board for hired labor .......................................................... . 

Total expense ................................................................................ . 
Returns to capital and family labor ...................... . 
Interest on farm inventory .............................................. . 

Family labor earnings ........................................................ .. 
Unpaid family labor .................................................................... . 

OPERATORS' LABOR EARNINGS .................. .. 

Average 
of 122 
farms 

$1.509 
838 

1,248 
217 
898 
619 
365 
219 
223 

6,136 

252 

986 
396 
519 
733 
528 
278 
362 

3,802 

22 
174 

$6,388 

$3,998 
2;390 
1,135 

1,255 
231 

$1,024 

24most 24least 
profitable profitable 

farms farms 

$2,616 $1.339 
1,189 940 
1,632 1,100 

318 331 
2,465 446 
1.322 374 

470 397 
608 90 
194 211 

10.814 5,228 
974 
267 278 

$12,055 $5,506 

1,571 1,033 
557 567 

. 1,138 434 
1,360 656 
1,161 429 

419 260 
474 364 

6,680 3,743 

452 
270 213 

$6,950 $4,408 
5,105 1,098 
1,537 1,272 

3.568 -174 
129 358 

$3,349 $-532 
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How Earnings Are Figured 

Table 1 shows how these earnings 
are computed, what expenses are listed, 
what receipts are included. The table 
shows. the average of the entire group, 
the average of the top group, and the 
average of the bottom group. Each 
individual farmer, of course, has the 
figures for his own farm, to compare 
with these averages. 

The comparative financial success of 
a farmer is best measured by his 
operator's labor earnings, the amount 
he has to show for his year's work, over 
and above the operating expenses of 
the farm, interest on his investment, 
and the value of the unpaid labor of 
his family. Keeping the receipts large 
and the expenses small are of course 
important steps in obtaining good earn
ings, but the best all-round comparison 
of income is shown by the operator's 
labor earnings, as indicated in table 1. 

Factors Influencing Earnings 

The question may well be raised: 
Why this wide range in earnings? Are 
there any definite reasons for one 
farmer making so much more than 
another? This question strikes directly 
at the matter of management. There 
are reasons, very definite reasons, for 
the greater success of one farmer over 
another, and the real aim of each co
operator is to discover these reasons 
and to make the adjustments that will 
correct the weaknesses in his own busi
ness. There are conditions, of course, 
beyond the control of any man, such 
as storms and drouths, accidents and 
disasters, but since these cooperating 
farmers are following the same typ2 of 
farming, are on much the same tyues 
of soil, and are near enough together 
to be subject to similar weather con
ditions, most of the factors that enable 
one farmer to obtain greater earnings 
than another are factors that are with
in human control. 

Eight Factors of Success 

The farmers in this service who are 
getting the high incomes year after 
year find that they are guided by eight 
important rules for obtaining high 
earnings: 

1. Obtain High Butterfat Per Cow 
From the Dairy Herd 

All the farms of this group have 
dairy cows, and a high butterfat aver
age has consistently been found to be 
one of the important steps in obtain
ing good operator's earnings on such 
farms. 

2. Manage Livestock so as to Obtain 
Efficient Use of Feed 

The efficiency of production of hogs, 
poultry, sheep, steers, and young cat
tle is best indicated by the way they 
turn feed into money. It is J;neasured 
in 1·eturns over feed, the amount that 
all such livestock have returned dur
ing the year, above the value of the 
feed consumed. 

3. Keep the Farm Well Stocked 
The capacity of the farm to carry 

livestock, as well as the extent to 
which that capacity is attained, are 
both represented in this factor. It is 
measured in terms of the number of 
animal units per 100 acres. 

4. Keep Crop Yields at a High 
Level 

Keeping the soil rich and productive, 
using adapted varieties, applying good 
cultural practices, are all needed if 
crop yields are to be high. 

5. Choose a Good Combination of 
Crops 

It is important to choose the. right 
crops to raise, as well as to get good 
yields of those that are grown. The 
combination of crops should contain 
as large an acreage as possible of the 
most valuable crops for that area. 
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6. Develop the Farm Business to a 
Fairly Good Size 

A farm business successful in other 
respects has many advantages if it is of 
reasonably good size. However, if the 
farm is losing money through poor 
management or unfavorable economic 
conditions, the large size of business 
may cause heavy losses. 

7. Make Efficient Use of Labor 
Having work enough for the workers, 

having fields large and well arranged, 
having buildings and equipment 
adapted to their requirements, having 
a well planned power program, are 
all involved in the matter of securing 
large accomplishment per worker. 

8. Be Economical of Overhead Ex
pense 

The amount expended for power, 
buildings, and equipment, compared to 
the size of the farm business, is indi
cated in this factor. It is a test of good 

management to be able to accomplish 
a large amount per man without per
mitting the overhead expense to be
come excessive. 

Consider All Factors of Farm Business 
Many farms are good in one or more 

aspects of their business, but, as shown 
in table 2, it is important that all sig
nificant parts of the farm business be 
at least reasonably good. To be at 
least average in each of the eight fac
tors might seem to be easy, but such 
is not the case. Only two out of the 
122 farmers of 1938 were above aver
age in all eight factors, but those two 
had high labor earnings, as shown by 
the table. Fifteen excelled in six or 
seven of the factors, and their earnings, . 
while very good, averaged much less 
than those who excelled in all eight 
factors. Those excelling in fewer of 
the factors averaged still lower in 
their earnings. 

The aggressive farmer, therefore, 
uses his records to learn where he 

Fig. 2. On dairy farms high production per cow is essential for a good fa rm income. 
Good breeding, good feeding, and good care are all necessary for good production. 
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Table 2. Relation of Earnings to the Number 
of Factors in Which a Farmer Excels 

Number of fac
tors in which 
farm is better 
than average 

Number of 
farms in 

this group 

Eight.............................. 2 
Six or seven......... 15 
Four or five......... 49 
Two or three......... 46 
One or none ......... 10 

Average of 
operator's 

labor earnings 

$5,435 
2,519 

877 
788 

-314 

ranks in these important factors, then 
studies each factor to see how he can 
improve the low factors and maintain 
the good factors in order to increase 
his earnings. Tables 3 and 5. indicate 
qow the dairy business and the hog 
1;>1;1siness are analyzed. Similar methods 
are used in analyzing the other farm 
enterprises. 

· The Dairy Enterprise 

Unless . the· . information obtained 
through this service can be applied in 
a practical way to his farm, it can be 
of but little actual use to a farmer. 
Table 3 shows the way the service is 
applied to the dairy business. 

In the report supplied to each co
operating farmer, there is a column for 
the figures of his own farm. He can 
then compare the pounds of butterfat 

produced per cow on his farm with the 
averages of the entire group, the best 
one fifth and the poorest one fifth. He 
can compare the important factors 
influencing production such as the 
quantities of feed per cow with the 
corresponding feeding and management 
programs of the three groups. 

As shown in table 3, the 24 herds 
highest in butterfat per cow averaged 
313 pounds per cow per year, com
pared to 240 pounds for the average 
group and 170 pounds for the low-pro
ducing herds. The cows of the high 
group were fed much more feed, and 
the feed had a higher per cent of pro
tein than was the case . of the other 
groups. That this better feeding pro
gram was profitable is shown in the 
returns over feed per cow. 

Although the feed cost per cow of 
the better group was $50 as compared 
to $40 for the average group, the re
turns over feed of the better group 
was $68 as compared to $48 for the 
average, because the better group had 
so much greater income. The individual 
farmer, in comparing records of his 
own herd with these averages, can see 
definitely what adjustments might be 
made that would be likely to result in 
greater returns over feed in the feed
ing and management of his own herd. 

·.:"' 
Table 3. Factors of Cost and Returns in Dairy Production 

Average 
122 

farms 

Pounds butterfat per cow.......................................... 240 

Feeds per cow, lbs. 
Silage ............................................................................................... 6,870 
Grain, corn, other concentrates........................ 1,913 
Alfalfa and other tame hay................................. 3,329 
Wild hay and corn fodder....................................... 544 
Total digestible nutrients......................................... 4,500 

Per cent protein in ration ........................................ 13 
Per cent cows fresh Sept.-Dec............................... 54 

Value of produce per cow.......................................... $88 
Feed cost per cow................................................................. $40 
Returns above feed cost per cow........................ $48 
Number of cows per farm.......................................... 19 

24 farms 
highest In B.F •. 

per cow 

313 

7,575 
2,719 
3,833 

385 
5,410 

14 
64 

$118 
$50 
$68 

19 

24farms 
lowest in B.F. 

per cow 

170 

6,019 
1,300 
3,011 

779 
3,869 

13 
45 

$58 
$33 
$25 

18 
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Table 4. Relation of Dairy Production 
to Form Earnings 

Pounds butterfat Average 
per cow Number operator's 

of labor 
Group Average farms earnings 

Below 200 ... ·········• 173 26 $ 519 
200-269 236 66 1,106 
270 and above ..... 305 30 1,281 

The important influence which high 
butterfat per cow has on the labor 
earnings of the operator is indicated in 
table 3, but it is illustrated much more 
definitely in table 4. Table 4 shows 
that there were 26 farms on which 
the butterfat per cow was below 200 
pounds. The average earnings of these 
26 farmers was $519 per farm. There 
were 30 farms, however, on which the 
butterfat averaged 270 pounds or more 
per cow and the average earnings of 
these farms was $1,281, or over twice 
as much. It should be borne in mind 
that on all these farms dairy cows 
were being depended upon for a large 
part of the farm income. Table 4 shows 
that where this is the case, handling 

the herd so that the butterfat per cow 
is high is one of the steps toward a 
good income for the operator. 

The Hog Enterprise 

Two important measures of success 
are watched by hog producers-the 
pounds of corn and grain used to make 
100 pounds of hogs and the returns 
above feed cost of 100 pounds of hogs 
produced. These and other data are 
shown in table 5. As may be seen in 
the table, the better group of producers 
used only 307 pounds of corn and 
grain, 5 pounds of tankage, and 274 
pounds of skim milk (aside from feed 
obtained . from pastures and feed lots) 
for each 100 pounds of hogs produced. 
As a result, these better producers 
received $5.02 above feed cost for each 
100 pounds of hogs produced, com
pared with $3.47 for the average group 
and $1.35 for the poorer group. 

As each farmer compares the figures 
of his own hog business with these 
averages, he immediately starts ex
amining his methods to see why his 

Fig. 3. Portable farrowing cots and temporary shade, moved each year to fresh pastures, 
give the pigs a chance to start life free from the parasites and disease germs that usually are 
found In the old feed lots. 
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Fig. 4. A good straw shed is often the most practical shelter for economical hog 
production. 

results are better or poorer than the 
average or the best. His methods of 
feeding, pasture management, breed
ing, sanitation, housing, water, and 
shade are all items that contribute to 
the ultimate success of the enterprise. 

On farms where hog sales represent 
a large share of the total income, it 
is important that they be fed and 
managed efficiently. On some farms 
large flocks of chickens or turkeys have 
replaced hogs as the second main line 
of livestock after the dairy cows. On 
some farms steers or lambs are fed. 

The relation of all these kinds of pro
ductive livestock, other than cows, to 
farm earnings is shown in table 6. 
As indica ted, there were 34 farms on 
which the returns over feed was below 
$40 per animal unit, while on 28 farms, 
the corresponding returns over feed 
was $70 or more. The average opera
tor's earnings of the former group was 
$499; of the latter group, $1,856. 

Tables 4 and 6 indicate the important 
bearing that these two factors have on 
the earnings of the operator, and tables 
3 and 5 show how the farmer may 

Table 5. Feed Casts and Returns far Hogs 

23 farms 23 farms 
Average highest lowest 

of in returns in returns 
117 farms above feed above feed 

Pounds of feed fed per 100 lbs. hogs produced 
Corn and grain ............................ . 434 307 619 
Tankage ................................... . 6 5 5 
Skim milk ....................................... . 375 274 570 

Returns per 100 lbs. hogs produced ................... .. $7.33 $7.87 $6.78 
Feed cost per 100 lbs. hogs produced .. .. 3.86 2.85 5.43 

Return above feed cost .. . ........................................... .. 3.47 5.02 1.35 
Total number of litters ..................................... . 12 14 9 
Pigs w~aned per litter 6.7 6.8 5.9 
Per cent of two litter system .. 50 60 38 

Pounds of hogs produced ..... 16,629 20.757 10,949 
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Table 6. Relation of Livestock Income 
to Form Earnings 

Returns above feed 
cost per animal unit Average 
for productive live- Number operator's 

stock other than cows of labor 
farms earnings 

Group Average 

Below $40 .... $25.78 34 $ 499 
$40-$69 53.31 60 933 
$70 and above .. 96.31 28 1,856 

adjust his farming methods to enable 
these enterprises to support better earh
ings. Each of the eight important fac
tors mentioned. previously has a direct 
influence on farm earnings, and its in
fluence can be demonstrated in a simi-
lar manner. ., · 

How the Service Is Operated 
The Southeast Minnesota Farm Man

agement Service. includes about 150 
farmers in Dodge, Freeborn, Goodhue, 
Mower, Olmsted, Rice, Steele, Waseca, 
and adjoining counties. The number 
varies somewhat from year to year. 
There were 122 cooperators in 1938, 166 
in 1937, 152 in 1936. The service has 
been in operation continuously sip.ce 
1928. 

Each farmer keeps a record of l.n
come, expenses, crops raised, and other 
items of the farm business. A fieldman, 
employed for the purpose, visits each 
farmer from time to time to assist with 
the records and to discuss adjustments 

in farm management that seem to be 
desirable. Each cooperator pays $15 a 
year to defray partly the cost of the 
service. 

The facts presented in this pamphlet, 
and which are discussed much more 
completely in the report which each 
cooperator receives, are those which 
have bee'r: important on th~~fen;os of 

Fig. 5. The farmer and the fieldmon go 
over the fa rm records toge ther. Good ~~core~¥ 
are the basis of good farm management. 

the cooperators. In another part of 
the state, or on farms of other types, 
a service of this kind would be con
cerned with whatever factors influence 
earnings on those farms. The experience 
of the cooperators of the Southeast 
Service has demonstrated thoroughly 
that it is a practical approach for any 
group of farmers who seriously desire 
to study their business and to increase 
their earnings. 

UNIVERSITY FARM, ST. PAUL, MINNESOTA 
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