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Summary Report On Financial, Size and Performance Data
For 128 Cash Grain Farms, Ohio, 1985

INTRODUCTION

This summary is compiled from 1985 records of a sample of
128 Ohio cash grain farms participating in the Agrifax farm
records program. Agrifax 1is operated through the Federal Land
Bank and Federal Intermediate Credit Bank of Louisville, District
IV, which include the states of Indiana, Kentucky, Tennessee and
Ohio. Data on Ohio farms were made available to The 0Ohio State
University for research purnoses, with the understanding that no
individual farm data would be identified by name or location.

Farms in the sample were defined as cash qrain farms if at
least 50% of the Value of Farm Production was from the sale of
crops. These farms are not necessarily representative of all
Ohio cash grain farms, but they do provide an indication of
results for Ohio's cash qgrain producers. Similar data is also
availabhle for a sample of 114 Ohio dairy farms and 32 Ohio swine
farms for 1985, and are reported in separate publications.

These farms were summarized for various characteristics
including financial performance, debt, farm size, and economic
efficiency. In addition, the farms were sorted into subgroups by
farm size, by debt to asset ratio, and net farm earnings. The 5
farm size qroups, measured by tillable acres, were: Up to 250,
251-500, 501-75n, 751-1000, and Over 1000 acres. There were 3
cateqories measured by debt to asset (D/A) ratio: Up to .40,
.41-.70, and Over .70. The net farm earnings were divided evenly
into three groups: top 1/3, middle 1/3, and bottom 1/3. Various
tables show the results of summarizing the data by these cateqor-
ies. The results by size of farm are presented first, followed
hy D/A Ratio results and then net farm earnings.

HIGHLIGHTS -- CASH GRAIN FARMS BY SIZF OF FARM CLASSES
Overview of Farms Summarized

The 128 —cash grain farms averaged 769 tillable acres, and
had annual sales as measured by Value of Farm Production of

$1908,3R9 (Table 1). On averaqe, the Balance Sheet showed
®771,000 in assets, $375,700 in liabilities, and $395,300 of
equity. Thus their average debt to asset ratio (D/A) was just

under 50%. 0f the total of 769 acres of tillable land operated,
227 acres were owned, 383 acres cash rented and 164 acres was
share rented. This works out to be 29% owned, 50% cash rented,
and 21% share rented, The average farm put out 318 acres of corn,
298 acres of soybeans, and 75 acres of wheat. Crop yielrls
received were slightly ahove state averages for 19R5 at 132
bushels per acre for corn, 41 for soybeans, and 59 for wheat.
Market prices received by farmers for these commodities averaqed
$2.43 per bushel of corn, $5.25 per bushel of soybeans, and $2.85
per bushel of wheat.



Table 1: Number of Farms, Crop Yields, and Measures of Size For 128 Cash Grain Farms
By Acres of Cropland, Ohio, 1985.

FARM SIZE IN ACRES OF CROPLAND

Size Characteristics Unit Up To 250 251-500 501-750 751-1,000 Over 1000 All Farms
NUMBER OF rARMS Number 19 25 35 17 32 128
TILLABLE ACRES FARMED Acres 165 373 607 857 1566 769

VALUE DF FARM PRODUCTION $ $42,581 $98,855 $160,547 $222,062  $397,477 $198,389

BALANCE SHEET DATA

Total Assets $1,000 $339.3  $411.1 $699.7 $822.5 $1359.2  $771.0
Total Liabilities $1,000 194.0 230.0 276.7 406.4 689.3 375.7
Total Equity $1,000 145.3 181.1 423.0 416.1 669.9 395.3

TILLABLE ACRES BY TENURE

Total Owned Acres 116 121 217 281 E 500 263
Tillable Owned Acres 89 106 180 251 424 222
Tillable Cash Rented Acres 48 218 257 453 811 383
Tillable Share Rent Acres 28 50 170 153 332 164
TOTAL TILLABLE Acres 165 374 607 857 1566 769

PERCENT OF TILLABLE ACRES

Owned Percent 54 28 30 29 27 29
Cash Rented Percent 29 59 42 53 52 50
Share Rented Percent 17 13 28 18 21 21
CROP ACRES
Corn acres Acres 54 142 187 346 584 318
Soybean acres Acres 51 139 225 341 508 298
Wheat acres Acres 51 37 64 72 132 75

CROP YIELDS

Corn Bu./A. 125 129 138 126 132 132
Soybeans Bu./A. 46 40 43 42 41 41
Wheat Bu./A. 58 52 65 66 55 59

CROP PRICES RECEIVED

Corn ** $/Bu. $1.75 $2.16 $2.32 $2.30 $2.55 $2.43
Soybean $/Bu. $4.93 $5.13 $5.15 £5.05 $5.40 $5.25
Wheat $/Bu. $2.85 $3.00 $3.01 $2.96 $2.69 $2.85

*x  Corn Prices Received were calculated by dividing total corn sales by total corn production
and do not reflect corn fed on the farm.



WYhen the farms are sorted by the 5 tillahle acres classes,
they are fairly well distributed. The classes with the greatest
number of farms are the 501-750 and Over 1000 acre cateaories,
with 35 and 32 of the total of 128 farms, respectively. The
smallest categories are the 751-1000 acre class with 17 farms,
and the Under 250 acre class with only 19 farms. No doubt, the
larger farms are over represented, in terms of relative numbers.
But in terms of a useful sample to depict income and performance
measures for various size farms, this is an extremely good set of
data.

When comparisons are made of farm size measures between the
5 size qgroups, there 1is a normal increase in size of tillahle
acres, value of farm production, and balance sheet values. There
are also differences in how they acquired the 1land farmed. The
smallest size qroup owns 54% of the land, while the others own
only 27 to 30%. The 4 larger size qgroups primarily substituted
cash rented 1land for owned land, with 42 to 59 percent acquired
via cash rent. The amount of land share rented was fairly
similar between the 5 qgroups, ranaing from 13% for 251-500 size
group to 28% for the 501-750 acre class.

Crop yields varied among the 5 size oqroups however the
501-750 size group had considerably better yields on corn at 138
bushels and the lUnder 250 acres size farms had higher soybean
yields at 46 bushel per acre. On average, most farmers put out
slightly more acres of corn than soybeans, but the 501-750 size
farms put out slightly more soybeans than corn in 1985. O(n
average, prices received for corn and soybeans increased as the
farm size increased with a difference of $.89 a bushel for corn
and $.47 a bushel for soybeans between the smallest and largest
farms. However, for wheat, the average size farms received
higher prices than either the smallest or the largest farms on
average.

Measures of Earnings

In 1985 these 128 Ohio cash grain farms had an average Value
of Farm Production of $198,389 (Table 2). Cash receipts were
$228,038, but inventory changes and other adjustments to income
of ($29,648) resulted in the final $198,389 fiqure. Total farm
expense, including both wvariable and fixed expenses, totaled
$202,022. See Tahle 3 for a detailed income statement.

Net Farm Earnings were negative (%$3,633) for these farms in
1985. This means that gross receipts were not sufficient to
cover cash expense and depreciation, so the return to the
operator for his capital, labor and management shows a loss of
$3,633 for 1985. However, the averaqe non-farm income of $12,808
allowed positive Net Earnings of $9,176. But when deductions are
made for family living (Operator Labor Draw) and income tax,
Total Net Earnings are again neqgative at ($11,744).



Table 2: Income, Expense and Measures of Earnings For 128 Cash Grain Farms
By Acres of Cropland, Ohio, 1985.

FARM SIZE IN ACRES OF CROPLAND

Financial Characteristics Unit Up To 250 251-500 501-750 751-1,000 Over 1000 All Farms

INCOME

Total Cash Income $ $79,859 $115,726 $177,975 $239,794  $452,273 $228,038

Other Income & Inv. Changes $ (37,279) (16,/81) (115446) legrocy \bu,fve) (LY,648)
VALUE OF FARM PRODUCTION ¢ $42,581 $98,855 $160,547  $222,062  $397,477 $198,389

EXPENSE
Total Variable Expense $  $36,696 $60,453 $77,410 $120,664  $220,753 $109,635
Total Fixed Expense $ $31,484 $51,546 $73,350 $99,425 $177,538 $92,387
TOTAL FARM EXPENSE $  $68,180 $111,999 $150,760  $220,089  $398,291 $202,022
EARNINGS
Net Farm Earnings $ ($25,600)($13,144) $9,787 $1,972 ($814) ($3,633)
Net Non-Farm Income $ $14,246 $15,231 $10,642 $7,979 $14,996 $12,808
NET EARNINGS $ ($11,354) $2,087 $20,429 $9,951 $14,182  $9,176
Operator Labor Draw $ $17,007 $15,196 $21,743 $21,646  $21,431 $19,670
Income Tax $ $900 $903  $1,891 %972 $1,173  $1,249
TOTAL NET EARNINGS $  ($29,261)($14,012) ($3,205) (%$12,667) ($8,422)($11,744)
NET FARM EARNINGS $  ($25,6n0)($13,144) $9,787 $1,972 ($814) (%3,633)

RETURN TO UNPAID LABOR & MGT $ ($3a,319)($24,oo9)($15,593) ($22,991) ($41,009)($27,353)
RETURN TO INVESTMENT $  ($26,181) (%$9,010) $14,785 $21,107 $42,818 $11,905

RETURN TO EQUITY $ ($42,606)($28,340)($11,956) ($19,674) ($22,245)($23,303)

When these fiqures are examined by size group, all cate-
gories end up with negative Total Net FEarnings. The largest
loss, both in Net Farm and Total Net Earnings occurred in the lip
to 250 acre size class. The 501-750 acre farms had the hiaghest
Total Net Earnings at (%3,205). '

Returns To Unpaid Lahor & Management averaged (%$27,353) for
these 128 farms in 1985. This measure is calculated by deductina
a charge for equity capital, using a 6 percent rate, from Net
Farm Carnings. A mixed picture emerges when returns to capital
are calculated. Return to Investment is positive at $11,905, but
the Return To Equity is negative at (%23,303). By size groups,
all have losses for Return To Unpaid Labor & Management and
Return to Equity. However, the farms with over 500 acres have
positive Return To Investment, while the two smaller size aroups
have a negative Return To Investment.

14



Table 3:

INCOME STATEMENT

CASH INCOME

Crops

fruit & Vegetables
llogs

Dairy Products
Dairy

Beef

Sheep

cce

Other Farm Income

TOTAL CASH INCOME

Resale Purchasés

Breeder Livestock Pur.

Livestock Inv. Change

Crop & Feed Inv. Change
Accts Receivable Change
Net Non-Cash Farm Inc.
Livestock Payable

VALUE OF FARM PRODUCTION

EXPENSES
Variable Expense
Wages
Repair Machinery
Feed
Seed & Plants
Fertilizer & Lime
Spray & Chemicals
Custom Hire
Supplies
Breeding
Vet & Medicine
Fuel & Lube
Utilities
Marketing
Storage
Other Than Above

TOTAL VARIABLE EXPENSE
Fixed Expenses

Interest

Taxes

Lease Payments
Insurance

Building Repairs
Building Depreciation
Equipment Depreciation

TOTAL FIXED EXPENSE
TOTAL FARM EXPENSE
NET FARM EARNINGS

Income Statement For 128 Cash Grain btarms By Acres of Lropland, Unio,

1700

FARM SIZE IN ACRES OF CROPLAND

Unit Up To 250 251-500 501-750 751-1,000 Over 1000 All Farms

©*r

A B B & B A

$

&

A

P A P A A

P A P

$38,464 $83,736 $131,668 $180,616  $343,408 $167,907
$0 $0 $954 $0 $27 $268
43,702 $9,748  $7,335 $13,072 $8,884  $8,416
$13,192 $187 388 40 $0  $2,1M
$11,238 $6 - $4,515 $0 $0  $2,904
$6,667 $8,591 $11,008 $9,731 $10,750  $9,658
$464 £621 $478 $0 $2 $321

$0  $1,144 $6 $5,719 $17,392  $5,333
$6,133 $11,694 $21,621 $30,656 $71,810 $31,130
$79,859 $115,726 $177,975  $239,794  $452,273 $228,038
($2,444) ($8,686)($20,611) ($14,615) ($67,620)($26,541)
($186)  ($246)  ($250) ($541) ($330) (%$298)
($27,192) ($1,726)  ($566)  ($1,589) ($13) (%4,742)
($7,286) ($5,977) $2,700 ($3,255) $11,786  $1,003
($251)  ($212) 1,391 $2,224 $1,868 $1,064
$37 £85 $55 $99 $80 $70
$43 ($109)  ($148) ($55) (8567)  ($204)
$42,581 $98,855 $160,547  $222,062  $397,477 $198,389
%1,654 $3,118  $3,408 $4,929 $20,851  $7,654
$3,114 $5,417  $8,192 $13,925 $19,670 $10,527
$3,944  $5,173  $4,198 $5,016 $6,678  $5,079
$3,082 $6,848 $7,388 $12,870 $22,221 $11,080
$7,719 $13,509 $19,434 $34,996 $60,208 $28,798
$3,463  $7,476  $9,971 $14,502 $24,898 $12,851
$1,39%  $2,165  $1,659 $3,540 $6,221  $3,109
$665  $1,201  $2,403 ($323) $3,906 $1,924
$206 $0 $25 $22 $0 $40
$938 $301 $324 $428 $273. $412
$3,489  $6,458  $9,459 $14,211 $23,305 $12,07¢
$1,253  $1,462  $1,844 $1,917 $3,272  $2,048
$1,821 7 $500 $240 $1,353 $791
$262  $2,061  $1,994 $2,915 $2,471  $1,988
$3,692  $5,214  $6,611 $11,478 $25,426 $11,255
$36,696 $60,453 $77,410 $120,664  $220,753 $109,635
$16,426 $19,331 $26,741 $40,701 $65,062 $35,208
$1,145  $1,494  $2,035 $3,147 $5,147  $2,723
$2,835 $11,800 $15,460  $25,249 $48,174 $22,350
$1,155  $1,586  $2,641 $3,911 $7,374  $3,566
$536 $457 $663 {844 $1,355 $801
$2,446  $3,376  $5,146 $6,821 $12,356  $6,424
$6,941 $13,502 $20,664 $18,672 $38,071 $21,315
$31,484 $51,546 $73,350 $99,425 $177,538 $92,387
$68,180 $111,999 $150,760  $220,089  $398,290 $202,022
($25,600)($%3,144) $9,787 $1,972 ($814) ($3,633)



Balance Sheet Data

Balance sheet data for 1985 shows $771,000 in Total Assets,
$375,700 in Total Liabilities, and $395,300 in Total Equity per
farm (Table 4). The majority of the assets, liabilities, and
equity are in the fixed category, although over 1/4 of the debt
is held as current 1liabilities. During 1985, the change in
owners equity was a loss of $6,700. The smallest farms lost the
most equity with a decrease in owner's equity of $28,600. The
501-750 acre size group was the only group to shew an increase in
owner's equity equal to %5,600.

Table 4: Balance Sheet Data On 128 Cash Grain Farms By Acres of Cropland, Ohio, 1985.

FARM SIZE IN ACRES OF CROPLAND

- -

BALANCE SHEET INFORMATION Unit Up To 250 251-508 501-750 751-1,00@ Over 1000 All Farms

BALANCE SHEET DATA

Current Assets $1,000 43.4 B1.5 131.2 168.3 302.0 156.1
Current Liabilities $1,000 44.7 66.7 84.5 104.9 252.1 119.8
Current Equity $1,000 (1.4) 14.8 46.7 63.5 . 49.9 36.3
Intermediste Assets $1,000 67.5 96.1 150.1 150.0 260.1 154.8
Inter. Liabilities $1,000 25.7 37.4 50.2 41.3 85.8 51.8
Intermediate Equity $1,000 41.8 58.7 99.9 108.7 174.3 103.0
Fixed Assets $1,000 228.4 233.4 418.4 504.1 797.2 460.1
Fixed Liabilities $1,000 123.5 125.8 142.0 260.2 351.4 204.1
Fixed Equity $1,000 104.9 107.6 276.4 243.9 445 .8 256.0
Total Assets $1,000 339.3 411.1 699.7 822.5 1359.2 771.0
Total Liabilities $1,000 194.0 230.0 276.7 406.4 689.3 375.7
Total Equity $1,000 145.3 181.1 423.0 416.1 669.9 395.3
Change In Equity, 1984-5 S?,OOO -28.6 -6.2 5.6 -11.2 =5.1 -6.7

FINANCTAL PERFORMANCE MEASURES
Liquidity Ratios

Current Ratio (CA/CL) Ratio .97 1.22 1.55 1.61 1.20 1.30
Currbiab/TotLiab (CL/TL) Ratio .23 .29 .31 .26 .37 320

Inter. (CA+IA)/(CL+IL) Ratio 1.57 1.71 2.09 2.18 1.66 1.81

Solvency Ratios

Debt/Asset (D/A)or(TL/TA) Ratio .57 .56 .40 .49 .51 .49
Equity Ratio (TE/TL) Ratio 43 44 .60 .51 .49 91
Leverage (TL/TE) Ratio 1.33 1.27 .65 .98 1.03 .95
Profitability
Net Farm Carnings as % of
Average Farm Assets % -R.50 -3.67 1.59 .26 -.06 -.51



Other balance sheet ratios help to portray the financial
situation of these cash grain farmers. Measures of liquidity
give an indication of how well they may be able to make annual
payments. Lenders 1like the Current Ratio, comparing current
assets to current liabilities, to be 2.0 of better. The averaaqe
for all farms in 1985 was only 1.30, much below the desired
level. The ratio of current to total liabilities of .32 shows
that almost one-third of their current 1liabilities 1is due
annually. This is higher than desirable. The Intermediate Ratio,
comparing current & intermediate assets to current & intermediate
liabilities, of 1.81 is also below the desired ratio of at least
2.0.

Turning to solvency ratios, the average Debt to Asset Ratio
(and its mirror image,the Equity Ratio) for all farms was 49%,
indicating they have about equal amounts of equity and debt. Net
Farm Earnings as a Percent of Average Farm Assets was a negative,
at (.51)%.

The smaller farms appear to have slightly more debt and
lower liquidity ratios. The 501-750 acres size group on average
have the lowest debt to asset ratio while both the 501-750 and
751-1000 acre groups have the best liquidity ratios.

Measures of Financial Efficiency

Cash grain farms require large amounts of capital relative
to sales. In 1985, these farms had a Turnover Ratio of .28,
which means they averaged 28 cents 1in sales for each dollar of
investment(Tahle 5). The Turnover Ratio was only .14 for the
smallest size farms and increased to .31 for the farms in the
Over 1,000 acres size class. Net Profit Margins, Return 0On
Investment, and Return On Equity all increased as farm size
increased. Net Profit Margin on all farms averaged 6.00 percent,
but was negative for the Up To 250 and 251-500 acre size classes.
A similar pattern resulted for Return On Investment; the average
was 1.69 percent, but the two smallest size classes again had
negative returns. On Return On Equity, all size classes had
negative returns, but the smallest farms had the poorest returns.
All the above measures relate to the profitability of the
business as measured by the income statement. They indicate that
many farms did not make a profit in 1985. A related measure,
Rate of Growth In Equity, which 1is determined from the balance
sheet, shows that all size classes experienced a loss in equity
in 1985. This is a poorer showing than profits and is consistent
with declining values in land and other assets during this
period.



Table 5: Measures of Firiancial Efficiency On 128 Cash Grain Farms By
Acres of Cropland, Ohio, 1985,

FARM SIZE IN ACRES OF CROPLAND

- - - ———————

Efficiency Measures Unit Up To 250 251-500 501-750 751-1,000 Over 1000 All Farms

- -~ — - - - - - - - - o e

FINANCIAL EFFICIENCY ;
Turnover Ratio Ratio 14 .28 .26 .29 .3 .28

Debt Service Ratio Ratio 4,51 13.78 16.29 27.49 20446 19.42
PROFITABILITY

Net Profit Margin % -61.49 -9.11 9.21 9.51 10.77 6.00

Return On Investment % -8.69 -2.51 2.40 2.79 3.32 1.69

Return On Equity % -29.32  -15.65 -2.83 -4,73 -3.32 -5.89

Rate of Growth in Equity % -20.14  -7.74  -0.76 -3.04 -1.26  -2.97

EXPENSE AND EARNINGS AS A PERCENT OF VALUE OF FARM PRODUCTION

Interest % 38.58 19.55  16.66 18.38 16.37  17.75
Depreciation % 22.04 17.07 16.08 11.48 12.69 13.98
Operating Expense % 99.50 76.67 61.17 69.27 71.15 70.10
Net farm Earnings % -60.12  -13.30 6.10 .89 ) -.20 -1.83

TOTAL EXPENSE AS A PERCENTAGE OF VALUE OF FARM PROGDUCTION

Variable Expense % B6.18 .5 a8 54,34 55.%4 55.26
Fixed Expense % 73.74 52.% 55.69 44.77 44,867 46.57
Total % 160.12  M15.30 93.99 99.11 100.20 101.83

It is also interesting to look at a breakdown of the factors
that must be coverred by the Value of Farm Production. In an
accounting definition, Value of Farm Production must equal
Variable Expense plus Fixed ©Expense plus Net Farm Earnings.
[Cxamining the importance of these parts, Table 5 shows that
Interest Expense accounted for 18%, Depreciation 14%, 0Other
Operating Fxpenses 70%, and the residual, Net Farm Earnings, were
negative at (2%). But of additional interest is the distribution
by farm size class. Nther Operating Expense was about 70% or
higher on all but the 501-750 acre class. The smaller farms had
much higher operating expense at 99.50% and 76.67% for farms with
less than 250 acres and 251-500 acre class, respectively.
Interest and depreciation were also higher for the smaller Ffarm
size classes and Net Farm Farnings much lower. So part of the
prohlem of low profits on the smaller farms may be a result of
over investment, resulting in higher interest and depreciation
expense and definitely much higher operating expense.



Table 6: Efficiency Measures And Cost Per Tillable Acre On 128 Cash Grain Farms
By Acres of Cropland, Ohio, 1985.

FARM SIZE IN ACRES OF CROPLAND

Efficiency Measures Unit Up To 250 251-500 501-750 751-1,000 Over 1000 All Farms

PRODUCTION EFFICIENCY PER TILLABLE ACRE
Value of Crop Production/TA$/A  $233.56 $224.25 $216.96 $210.85 $219.32 $218.48

Value of Total Prod./T.A. $/A  $484.92 $309.92 $293.26 $279.94 $288.84 $296.72
variable Expense Per T.A. $/A  $222.40 $162.07 $127.53 $140.79 $140.97 $142.57
Fixed Expense Per T.A. $/A  $190.81 $138.19 $120.84 $116.02 $113.37 $120.14
Total Expense Per T.A. $/A  $413.21 $300.26 $248.37 $256.81 $254.34  $262.71

Machinery Investment/T.A. $/A  $298.11 $205.07 $192.15 $157.80 $146.14 $168.23

Machinery Cost Per T.A.

Repair Machinery $/A $18.91 $14.51  $13.50 $16.26 $12.56 $13.70
Custom Hire $/A $8.47  $5.80 $2.73 $4.13 $3.97 $4.05
Fuel & Lube Cost $/A $21.18 $17.29  $15.59 $16.59 $14.88  $15.72
Equipment Depreciation /A $42.15 $36.16  $34.05 $21.80 $24.31 $27.73
Machinery Invest @7.5% $/A $22.36 $15.38 $14.41 $11.83 $10.96 $12.62
Machinery Cost Per T.A §/A  $113.07 $89.14 $80.28 $70.61 $66.69 $73.81
Seed & Plant Cost Per T.A. $/A $18.71 $18.34  $12.17 $15.02 $14.19  $14.42
Fert. & Lime Cost Per T.A. $/A $46.87 $36.18  $32.02 $40.85 $38.45 $37.47
Spray & Chem Cost Per T.A. $/A $21.03 $20.02 $16.43 $16.93 $15.90 $16.72

CAPITAL INVESTMENT

Feed & Crop Capital $  $23,107 $43,208 $79,976 $100,508  $189,165 995,354
Livestock Capital $  $19,406 $12,317 $13,570  $15,687  $10,483 $13,701
Machinery Capital $  $49,093 $76,574 $116,615 $135,169  $228,831 $129,290
Land & Building Cap $ $195,638 $188,516 $375,384  $455,995  $757,512 $418,443
Other Capital $  $13,889 $32,904 $30,795  $49,467  $102,367 $49,070
TOTAL FARM ASSETS $ $301,134 $358,519 $616,340  $756,826 $1,288,359 $705,859



Efficiency and Cost Measures

Looking at the Value of Crop Production and the Value of
Total Production Per Tillable Acre, the small farms had the
largest values of Total Production per tillable acre, $484
compared to $296 for the average of all farms (Table 6).
Apparently farms in the small size class operated their smaller
farms more intensively. But the higher returns were not enough
to offset the higher variable and fixed expense per acre incurred
by these small farms.

In addition, the Up to 250 acre farms had the highest
machinery investment ($298) and machinery cost ($113) per
tillable acre of all the groups. Per acre machinery investment
and machinery cost declined as the farms get larger in size. The
Over 1000 acre farms have the lowest machinery investment ($146)
and machinery cost ($66) per tillable acre. The Up to 250 acre
farms have the highest seed, plant, fertilizer, lime, spray, and
chemical costs per acre (%$87), but they also have a considerahbly
higher crop value per acre ($233). The Over 501-750 acre farms
had a crop value per acre of $216, but incurred only $61 input
costs per acre. The Up to 250 acre farms had the highest
variable, fixed and total expense per tillable acre. The 501-75N0
had the lowest variable and tetal expense per acre while the fver
1000 acre gqroup had the lowest fixed expense and second lowest
total expense. The two smaller size graeups had ctonsiderably
higher expenses per acre than did the larger farms.

The section on Machinery Cost Per Tillablé Acre, gives data
on field caost per acre for cash grain farms. Machinery repair
costs averaqgqed almost $14 per acre, and varied from $12.56 to
$18.91 between size classes. Fuel and lube costs averaged under
$16 per tillable acre, with a low of $14.88 and a high of $21.18,
for the size ~classes. Ownership costs, depreciation and
interest, averaged $40 per tillable acre, ranging from $35 for
the Over 1000 size class to $67 per acre for the Up to 250 acre
class. Little custom work was hired by these farms, averaging
only $4.05 per acre.
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HIGHLIGHTS -- CASH GRAIN FARMS BY DEBT TO ASSET RATIO CLASSES

Tables 7 through 12 give similar information for the 128
cash grain farms sorted by debt +to asset ratios. The middle
class, farms with 41 to 70 percent debt to asset ratios, account
for 53% of the farms. (Table 7). In the other classes, 21 or 16
percent of the farms have a D/A ratio of 71 percent or more with
39 farms or 30 percent of the farms with a D/A ratio of 40
percent or less. The farms in the 71 Plus class have 1less total
assets, lower yields, fewer tillable acres, and a higher percent-
age of cash rented acres.

able 7: Number of Farms, Crop Yields, and Measures of Size for 128 Grain Farms
By Debt to Asset Ratios, Ohio 1985.

DEBT AS A PERCENTAGE OF ASSETS

- - e = —— e . - —n . - - - - - - = -

Size Characteristics Unit Up To 40 41-70 71 Plus All Farms

NUMBER OF FARMS Number 39 68 21 128
TOTAL TILLABLE ACRES Acres 808 796 607 769
VALUE OF FARM PRODUCTION % $188,758 $222,438 $138,4Nn5 $198,389
BALANCE SHEET DATA )
Total Assets $1,000 811.6 830.8 502.3 771.0
Total Liabilities $1,000 213.2 435.7 483 .1 375.7
Total Equity $1,000 598.3 395.1 19.2 395.3
CROP ACRES ,
Corn Acre 282 343 319 318
Soybeans Acre 315 303 249 298
Wheat Acre 73 86 84 75
CROP YIELDS .
Corn Bu./A. 134 135 121 132
Soybeans Bu./A. 43 40 40 41
Wheat Bu./A. 61 59 ' 54 59
CROP PRICES
Corn %$/Bu. $2.48 $2.40 %2.48 "$2.43
Soybeans $/Bu. $5.43 $5.20 $5.01 $5.25
Wheat $/Bu. $2.98 $2.75 $2.90 $2 .85
PERCENT OF TILLABLE ACRES
Owned Percent 31 28 26 29
Cash Rented Percent 50 48 57 50
Share Rented Percent 19 24 17 21

11



Farms in the To 40 <class showed
Earnings (Table 7).
Farnings. Farms with a
change in equity for the year,

negative equity changes.

UUp

D/A ratio of Up
while the

To 40
rest of
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Table 8: Income, Expense and Measures of Earnings for

positive Net Farm
However, all classes had negative Total Net
had a positive

the farms had

128 Cash Grain Farms By Debt to Asset Ratios, Ohio, 1995.

DEBT AS A PERCENTAGE OF ASSETS

- o - - —— " o - - - ——— - — = o~ - —

Financial Characteristics Unit Up To 40 £1-70 71 Plus
INCOME
“Total Cash TInconme $ ©214,616 %252,779 $172,R5N

Other Income & Inv. Changes$ (25,858) (3n,341) (34,445)

VALUE OF FARM PRODUCTION ¢ 180,750 222,438 $13R,405
EXPENSE
Total Variable Exp $ $92,032 $122,354 $401,140
Total Fixed Expense % $79,857 $102,867 481,719
TOTAL FARM EXPFNSE $ $171,890 $225,221 182,459
EARNINGS
Net Farm farnings b $164868 ($2,7R4)(%44,454)
Net Non-Farm Income $ $11,343 $12,720 $15,815
NET FARNINGS i 20,217 £9,936 (%$27,639)
Operator Labor Draw 3 $1R,396 $22,620 %12,484
Income Tax % 1,952 %1,n15 1706
TOTAL NET EARNINGS ¢ £7,R64 ($13,5699)(%41,031)
NET FARM FEARNINGS & $16,868 ($2,784)(%$44,450)
RETURN TO UNPATID LARNR & MGT 4 ($19,031)(%26,489)(445,40¢)
RETURN TO INVESTMENT .3 $2n,465 17,244 (%21,139)
RETURN TO EQUITY 4 ($1,528)(%25,4004)(%56,939)

12

- - - -

All Farms

[N Ay S

©228,038

(29,640
tq1aq, 309

©109,635
$92,387
¢202,Nn22

($3,633)
~$12,808
€9,176
€19,670
%1,249

(%11, 744)
(%3,633)
(%27,353)

11,905

(%23,303)



ik 73 Lot aLdteimeilt tOr 140 Ldsihh uidlil +dLis Ly et Ly
Asset Ratio, 0hio, 1985.
PEBT AS A PERCENTACE OF ASSETS
INCOME STATEMENT Unit Up To 40 41-70 71 Plus All Farms
CASH TNCOME
Crops i $161,712 $1A82,465 $132,261 t147,907
Fruit & Veagetables R %356 %13 %0 268
Hoqas ¢ %£5,955 $9,709 ¢£,800 tN, 416
Dairy * $2,297 $2,213 $1,373 2,101
Dairy Products $ $2,571 $3,617 1,213 ¢2,904
Reef 4 $2,854 $13,022 $11,397 49,658
Sheep 4 £716 $1 $625 321
cee $ $2,633  $8,522 $20 45,333
Other Farm Income Y $35,015 %33,216 17,162 £31,130
TOTAL CASH INCOME $ $214,614 $252,779 €172,850  422q,038
Resale Purchases 4 ($23,036)(%28,969)($25,190)  (%26,541)
Breeder L.S. purc $ ($17n) (%414) ($163) (¢299)
L.S. Inven. Chang $ ($3,485) (%$4,287) (%$92,55n) ($4,742)
Cr & Feed Inv. Ch 4 ($1,388) ¢2,043  $2.,079 €1,nn3
Acct Rec Change $ 2,314 $1,458 ($2,534) £1,064
Net Non-Csh F Inc $ ¢g5 €64 $99 &70
L.S Payb/Fut Chan $ ($158) ($237) ($185) ($204)
VALUE OF FARM PROD. ¢ $18R8,758 %$222,439 $138,405 198,389
EXPENSES
Variable Expense
Yages ¢ $6,295 $9,2n? 5,164 7,654
Repair Machinery $ $9,421 $11,595 $9,124 ¢10,527
Feed 4 $2,738  %4,667  $4,285 ¢5,n79
Seed & Plants g $9,134 $12,379 410,485 $11,080
Fertilizer & Lime ¢ €24,145 $29,980 %33 611 €29,79p
Spray & Chemicals $ $11,653 615,394 $6,843 $12,051
Custom Hire 4 €2 ,665 3,502 $2,404 $3,1n9
Supplies $ $2,147  $1,938 1,461 1,924
Breeding % €43 43 60 can
Vet & Medicine $ $365 %450 $35n0 K412
Fuel & Lube & $11,765 %12,923 %11,230 $12,n79
Utilities $ $2,151 $2,086 $1,735 $2,04n
Market ing 4 1,195 £724 $254 £791
Storage $ $2,363  $1,606 2,526 $1,080
Other Than Above $ $6,650 $13,788 411,603 $11,255
TOTAL VARIARLE EXPENSE ] $92,032 $122,354 %101,140 £1N09,6435
Fixed Expenses :
Interest ¢ €21,916 $42,648 €35 001 €35, 200
Taxes 4 $2,R47 2,864  $2,036 £2,723
Lease Payments ¢ €17,216 ¢24,89¢ %23 632 €22,350
Insurance $ $3,929 $3,755 2,280 £3,566
Bldg. Repairs ) $772 %878 $604 $a01
Pdln. Depreciation 4 7,924 $6,6R2 $2,00R ta,424
Equip. Depreciation $ $25,254  $21,143 %14,557 €21,315
TOTAL FIXED EXPENSE 4 $79,857 $102,867 481,719 %92,397
TOTAL FARM EXPENSE 4 £171,890 $225,221 $132,059 €202,022
NET FARM FEARNINGS $ $16,868 (%$2,784)(%44,454) (%£3,633)
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The 71 Plus class of farms lost $33,800 in equity in 1985
(Table 10). At this rate, their total equity of $19,200 would

be gone within 6 months! Other financial performance measures
also indicate the financial distress these fatms are experienc-
ing. Their Current Ratio is only .93, their D/A ratio is .96,

and the Leverage Ratio is 25, meaning loans are equal to 25 times

their equity. Most of these farms are in severe Financial
distress and will only be in business for a very short time.

Table 10: Ralance Sheet Nata On 128 Cash Grain Farm By Debt
to Asset Ratios, Ohio, 198B5.

DERT AS A PERCENTAGE NF ASSETS
BALANCE SHEET INFORMATION Unit Up To 40 41-70 71 Plus All Farms
BALANCE SHEET DATA
Current Assets $1,000 161.7 166.3 112.6 156.1
Current Liabilities $1,000 R&.3 139.3 121.6 119.8
Current Fquity $1,000 76.9 27.0 -a.n 36.3
Intermediate Assets $1,000 171.3 161.8 1Mm1.2 154.°
Inter. Liabilities $1,00N 32.3 59.8 67 .0 51.1%
Inter. Equity $1,000 139.0 102.0 39.2 103.0
Fixed Assets $1,000 47%.6 5N2.6 288 .6 h69.2
Fixed Liabilities $1,000 9642 23646 299.6 204 .1
Fixed Equity %1,000 2.4 R66.N «11.0 7%6.0
Total Assets $1,000 211.6 830.,8 502.3 771.0
Total Liabilities $1,00n0 213.3 43547 483.1 375.7
Total Equity $1,000 59R.3 3951 10,2 395.3
Change in Equity, 19R84-5 $%1,000 12.0 -9.1 -33.0 -6.7
FINANCIAL PERFORMANCE MEASURES
Liquidity Ratios
Current Ratio (CA/CL) Ratio 1.91 1.19 = .93 1.30
CurrLiab/Totliab (CL/TL) Ratio .4n .32 .25 .32
Inter. (CA+IA)/(CL+IL) Ratio 2.84 1.65 1.16 1.8
Solvency Ratios
Debt/Asset Ratio Ratio .26 .52 .94 49
Equity Ratio (TE/TL) Ratio .74 W48 04 .51
Leverage (TL/TE) Ratio «36 1.1N 25.15 .95
Profitability
Net Farm Farnings as % of
Average Farm Assets % 2.34 -N.36 -9.40 -1.51
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In table 11, the farms with the hinher dehbt to asset ratios
had the highest Turnover ratio. Farms in the less than 40 D/A
class had the highest Net Profit Margin at 12.8%, the highest RO7
at 2.82%, and the only positive rate of growth in equity at 1.31,.
The farms with D/A Ratios over 70 are basically bankrupt. Tarms
with ND/A ratios between 41-70 have o positive Net Profit Margin
at 7.75% and RNT at 2.82% but they are still losing equity at Lhe
rate of (3.47) percent a year.

Table 11: Measures of Financial Efficiency On 167 Cash Grain Farnms
by Debt to Asset Ratio, Ohio, 1984,

DEBT AS A PERCENTAGE 0OF ASSETS

Efficiency Measures Unit Up To 4n: 41-70 71 Plus All Farms

FINANCIAL EFFICIENCY

Turnover Ratio Ratio .26 .29 .29 .28
Debt Service Ratio Ratio 5.50 26 .46 18.05 19.42
PROFITABILITY
Net Profit Marqgin % 10.80 7.75 -15.27 = 6.00
ROI % 2.82 2.24 -4.47 1.69
RNE 4 ~-.26 -6.43 -296.42 -5,89
Rate of Growth in Equity % 1.31 -3.47 -217.77 -2.97
EXPENSE AND FARNINGS AS A PERCENT OF VALUE NF FARM PRODUCTINON
Interest % 11.61 19.17 25.87 17.75
Depreciation i 17.5R 12.51 12.55 13.9¢
Net Farm Earnings % 2.94 -1.25 -32.12 -1.83
Other Operating Expense % 61.88 69.57 93.71 70.10
Total % 100.00 100.00 1mnn.0n 100,00
TOTAL EXPENSE AS A PERCENTAGE DOF VALUF NF FARM PRODUCTION
Variable Expense % 48.76 55.01 73.n7 55.264
Fixed Expense % a?,31 46.25 59,04 46.57
Total % 21.04 11,26 132.12 101.83

Interest as a percent of value of farm production is higher
for the higher D/A classes, up to 26% for the 71 Plus qroup,®
compared to an average of 17.75% for all farms (Tahle 11).
However, depreciation was inversely related to D/A ratio, with a
areater percent accounted for by depreciation on farms with low
ND/A ratios. Financially strapped operations have probahly not
spent much on capital investment in recent years. Variable
expenses ranged from 48% in the low D/A Ratio farms to 73.07% in
the higher D/A farms and averaged 55%. Fixed expenses ranged
from a low of 42% in the Up to 40 D/A group to a high of 59% in
the 71 Plus D/A group with an average of 46%.

In table 12, the 41-70 debt to asset qroup had the highest
Values of Crop (and Total) Production per tillable acre at $229
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and %317 per acre, respectively. The Up to 40 D/A Ratio farms had
the lowest Value of Crop (and Total) Production per tillable

acre at %200 and %265, but they had the highest Machinery invest-
ment at $173. They also had lower Seed & Plant Costs, Fertilizer
& Lime Costs, and Spray & Chemical Costs per t#llable acre at
$11, %30, and $14, respectively than the avérage farm at $14,
$37, and %17. The over 70 D/A farms had much lower Machinery
Investment at $141 but had mueh higher Seed & Plant and
Fertilizer & Lime costs at $17 and $55, respectively. These farms
also had considerably less Total Fartm Assets at $473,040 compared
to the average of $%$705,459.

Table 12: Efficiency Measures and Cost per Tillable acre on

16

1228 Cash Grain Farms by Debt to Asset Ratios, Nhio, 19285,
NDEBT AS A PERCENTAGE 0OF ASSETS
Efficiency Measures Unit Up To 40 41-700 71 Plus All Farms
PRODUCTION EFFICIENCY PER TILLABLE ACRE
Value of Crop Prod./Y.A. S/ A €290 ,1° %229.26 $217.929 421R.48
Value of Total Prod./T.A. $/A $265.65 5317.61 %284.76 9296.772
Machinery Investment/T.A. /A $172.67 ®172.04 T141.06 K168.77
Machinery Cost Per T.A. ‘
Repair Machinery %/n t11.66 414.57 $15.03 ®13.7n
Custom Hire $/A $3.30 - $4.50 $3.96 €4.,n5
Fuel & Lube Cost $/A €13.70 $16.24 $12.50 $15.72
Equip. Depreciation $/A $31.26 $26.57 $23.9R %27.73
Mchy Invest @7.5% $/A $12.95 €12.9n t1n.s50 %12.A2
Machinery Cost per T.A. %/A $72.87 ®74.77 $72.06 $73.31
Seed & Plant Cost Per T.A $/A $11.31 $15.55 €17.27 14,42
Fert. & Lime Cost Per T.A. $/A $29.89 $37.67 €55.37 t37.47
Spray &% Chem Cost Per T.A. $/A €14.42 £19.34 *11.27 T16.72
CAPITAL INVESTMENT ‘
Feed & Crop Capital q t91,661 $103,214  $76,759 %95,35¢
Livestock Capital $ $8,677 $16,254 $14,765 %13,701
Machinery Capital $ $139,493 $136,924 %85,624 $129,290
Land & Building Cap t $436,466 $459,865 $250,845 $418,443
Other Capital ¢ $45,592 652,308 945,747 149,070
TOTAL FARM ASSETS T 721,889 $768,546 $473,04n £705,0159



HIGCHLIGHT -- CASH GRAIN FARMS BY NET FARM EARNINGS CLASSES

fverview of Farms Summarized

Tables 13 through 17 qgive similar information for the 12°
cash grain farms sorted by net farm earnings. The top 1/3 facms
had much  larger farms with 1009 tillable acres compared to the
average of only 76% tillable acres. They also had double Lhe
Value of Farm production of the other farms and on average had
higher yields and received higher prices - for their commodities
than did the other two classes. The bottom 1/3 of farms sorted by
Net Farm Earnings had fewer tillable acres, and the lowest yields
and prices.

Table 13: Number of Farms, Crop Yields, and Measures of Size for
Grain Farms By Net Farm Earnings, Ohio 1985,

FARMS RANKED BY NET FARM EAR
Size Characteristics Unit Top 1/3 Middle 1/3 Rottom 1/3 A
NUMBER OF FARHMS NMumher 4?2 ah , L2
TOTAL TILLABLE ACRES Acres 1009 A64L 638
VALUE 0OF FARM PRODUCTION % §292,422 $143,234 $156,139
NRALANCE SHELT DATA
Total Assets €1,00n0 946,40 572.3 pN3 .9
Total Liabilities $1,000 398,18 259.3 474.5
Total Fquity 1,000 547 .6 312.0 329.3
CROP ACRES
Corn Acre 305 239 324
Soybeans . Acre 393 211 283
Wheat Acre 79 60 93
CROP YIELDS
Corn Bu./A. 139 132 122
Soybeans Bu./A. 43 43 364
Wheat Bu./A. 53 A7 51
CROP PRICES
Corn 4/Bu. $2.50 &€2.43 €2.29
Soybeans $/Pu. $5.43 $5.05 $5.10
Wheat $/Bu. $2.96 $3.14 $2.40
PERCENT OF TILLABLE ACRES
Owned Percent 25 3N 34
Cash Rented Percent 51 43 55
Share Rented Percent 24 27 11

17

129

NINGS

128
769

¢190,3R9

771.0
375.7
395.3

319
298
75

132
41
59q

$2.43
$5.25
$2.05

29
50
21



Measure of Earnings

Farms in

net farm earnings averaged $47,005 while the bottom

($59,892). The middle 1/3 c¢lass had
expense compared to the Bottom 1/3 although
tillahle acres. Return

from $14,148 to ($79
Return to
($37,R45).
high of 424,257 to
that
of all

a low

farms. The top

a detalled Income Statement

Table 14: Income,

Farms By Met Farm Farnings, Ohio,

Financial Characteristics
INCOME
Total Cash Income ¢
Other Income * Inv. Changes$
VALUE NOF FARM PRODUCTICY ¢

EXPENSE

Total Variable Expense ks
Total Fixed Expense $
TOTAL FARM EXPENSE &

EARNINGS
Net Farm FCarninas 4
Net Non-Farm Income 4
NET EARNINGS 4
Uperator Lahor Draw 4
Income Tax ¢
TOTAL NET EARNTNGS _ &
NET FARM EARNINGS )
RETURN TO UNPATD LARQR & MGT %
RETURN T0O INVESTHMENT &
RETURN T0 EQUITY ®

,652) and averaged
Investment averaged $11,905 and ranged from %62,3R81 to
Return to Equity averaged ($23,373) but ranged from a
of ($79,683).
although many farms bave financial problems,
1/3 farms by net farm earnings reported
excellent profits in 19R5--regardless of the income measure.
see Tahle 15.

i8

RANKED BY

they

the top 1/3 class reported a profit {(Table 14) as

1/3 averaged
much lower total farm

had more
to Unpaid Labor and Management ranqed
($27,353) for

all farms.

This table illustrates
is not true

it

1985,

§300,498 $176,911
(@1d 071) (33,678)
298,422 $143,234
$135,601 $74,674
$115,317 $664RB25
£251,413 %141,500
t4a7,005 %1,738
6,007 £11,7472
$53,006 £13,4764
$224748 $16,617
$1,092 4575
€28,267 (%3,717)
$47,005 1,734
t1a,148 (%47,045)
162,391 4%11,211

t201,143
{as,nnn)
156,17

$120,294
$95,736
$214,030

(459,092)
420,721
(%39,140)
t10,792

€1,213

(%60,165)
(£59,892)
(%79,652)

(%37,845)

€24,257 ($14,083) (479,603)

For

E£xpense and Measures of Farnings for 128 Cash Grain
p

NET FARM EARNINGS

T

Unit Tep 1/3 Middle 1/3 |

e BmaheGn e me -

—— - - -

€2729,0358
(29,648)

¢109q, 700

5909,635
€92,307
52Nn2,022

(4$3,633)
*172,80P
t0 176
t19,A70
€1,249

(%11,74n0)
(4$3,633)

(%27,353)
11,905

(¢23,3n3)



Jratociiciie

1985,

Lirc U
Ohio,

1 e

INCOME STATEMENT
CASH TIMCOME
Crops
Fruit &
ftogs
Dairy
Dairy
Beef
Sheep
ccce
Nther

Vegetables

Products

Farm Income
TOTAL CASH
Resale
Rreeder

c

LS.
Cr &

INCOMFE
Purchases
L.S. purc
Chang
Ch

Inven.
Feed Inv.

Acct Rec Chanqe
Net Non-Csh F Inc
L.S Payb/Fut Chan

VALUE OF FARM PROD.
EXPENSES

Variable Expense
Wages

Repair Machinery
Feed

Sced & Plants
Fertilizer & Lime
Spray & Chemicals
Custem Hire
Supplies

Breeding

Vet & Medicine
Fuel % Lube
Utilities

Market ing

Storage

Other Than Above

TOTAL VARIABLE EXPENSE
Fixed Expenses
Interest

Taxes

Leasc Payments
Insurance

Aldg. Repairs

Bdlg. Depreciation
Equip. Depreciation

TOTAL FIXED EXPENSE
TOTAL FARM EXPENSE
NET FARM EARNINGS

UL
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B e 4

R
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L

it
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RANKED Y NET FARM EARNINGS

Top 1/3 Middle 1/3 Rottom 1/3 All Farms
€233,043 %138,032 £134,049  $147,907
$795 N £21 260
©9,154 £9,50A €6 ,5340 €n,416
40 2210 "6,103 €2,101
&0 t1,003 16,7772 t2,0n4
$12,409 €5,820 €1n,917 $9,658
% €501 %453 ©321
®e agn T641 €5,621 €5,3%3
43,111 t20,208 430,592 €31,130
300,494 176,911 €201,143  ©2283,038
($32,5R3) (t21,72n0) ($25,550) (%26,541)
(t4n?2) ($371) (£110) (¢299)
€1,310 (¢679) ($15,060) (ta,742)
t21,0n7 (810,714) (¢7,622) 1,093
€23 (%352) €3,578 €1,064
843 tR6 fan %70
(4388) %74 (8$3172) ($204)

$290,422

€9,795
$12,615
£3,967
$14,593
$37,394
$18,824
$4,503
$2,349
$3

€370
$15,140
$2,574
€333
€2,382
$10,6R6

£135,601

©38,124
3,571
%32,236
$4,949
€995
$2,108
27,034
$115,817
251,418
$47,005
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$143,234

$4,667
$6,974
$2,¢72
$7,701
€19,295
ma, 503
1,472
%1,338
[ e]

$373
©a, 509
$1,583
$825
£1,605
$5,609

$26,095
$1,647
$16,735
$2,436
&546
$4,131
%15,235
$66,925
$141,500
t1,734

$156,130

8,642
12,161
$7,351
$11,106
$30,159
$10,243
$3,431
52,112
€107
TAOL
11,702
2,010
1,213
€1,911
17,655

€120,294

€n1,R38
€3, 002
t19,345
£3,367
tnys
7,144
21,166
$95,73¢
$216,030
($59,592)

%19%,389

$7,654
510,527
5,079
¢11,na0
€28,79n
$12,R851
t3,109
$1,924
san
€412
12,079
2,008
%791
@q,n00
£11,255

N e -

$109,635

€35,2Nn9
€2,723
%22,350
£3,566
€301

T ,424
$21,315
€992 ,307
$2n7,022

(%3,633)



Financial Performance Measures

The top 1/3 of the farms had higher liguidity ratios (Table
16) with a current ratio of 1.64 and an imtermediate ratio of
2.22 however they had the highest current liabilities to tolal
liabilities et .35. This means that 35% of their total
liabilities are due in the current year. The bottom 1/3 class
had the worst current ratio and intermediate ratia, however they
had less current liabilities to total liabilities, The top 1/3
class had slightly less debt than the middle 1/3 class while the
bottom 1/3 class was much more highly levered,

Table 16: Financial Performance Measures on 128 Cash Grain Farms
Oy Net Farm Earnings, fhio, 1985,

RANKED BY NET FARM EARNINGS

- o T T e SO MR W MW Pe Te T e e W ot ow e e e 4 ot T -
a
L

Financial Measures Bnit Top 1/3 Middle 1/3'Rottom /3 A1l
DALANCE SHEFET DATA
Current Assets $1,000 228,3 ag.,.n 143,09
Current Liabilities %1,0Nn 139.,5 24,9 1%36.5
Current Fquity ®1,000 8.8 13,9 7.0
Intermediate Assets $1,000 197.3 118.8 149,9
Inter. Liabilities €1,000 52,6 39,9 63,4
Inter. Cquity $1,000 146,7 78,9 A6.5
Fixed Assets €1,000 520 .,7 3549 51041
Fixed Liabhilities $1,000 216.7 134,5 274.5
Fixed Equity %1,0n0 14,0 220,72 235.,5
Total Assets €1,000 946.4 572.3 n3,.e
Total Liabilities 1,000 398.8 252,73 474,5
Total Equity 1,000 547.6 313.0 329.3
Channe in Equity, 1984-5 ¢1,000 29.1 6.4 -42.9
FINANCIAL PERFORMANCE MEASURES
Liquidity Ratios
Current Ratio (CA/TL) Ratio 1.64 1.16 1.05
furrliab/TotlLiah (CL/TL) Ratio .35 .33 .29
Inter. (CA+IA)/(CL+TL) Ratio 2.27 1.74 1.47
Solvency Ratios
Debt/Asset Ratio Ratio A2 .45 .59
Fquity Ratie (TE/TL) Ratio .50 .55 L0
Leverage (TL/TE) Ratio .73 A3 1.4040
Profitahility
Net Farm Farnings as % of
Averaqge Farm Assets i 54N .34 -0.n
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Farms

119.9
3603

154.0
51,1
103.0

469,72
204 .1
256.0

771.0
375.7

395.3

1.3N0
.32

1.9

.49
.51
.95
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The top 1/3 of the farms had large amounts of capital to
sales with a turnover ratio of .34 (Tahle 17) which means they
averaqged 34 cents in sales for each dollar of investment. The
bottam 1/3 class had a turnover ratio of only .21.

Profitability varied widely among the three qgroups. Net
Profit Margin averaged 6 percent hut ranged from 20.90 percent
for the top 1/3 to (24.24) percent for the bottom 1/3. Return on
Investment averaged 1.69 percent but ranged from 7.17 to -5.12,
while Return to Equity averaged -5.89 and had a range of 4.43 to
-24.,19, from top to bottom.

Breaking down the Value of Farm Production into several
components we find that the Top 1/3 farms have much less interest
expense at 13% and less operabting expense at 59% to generate a
positive net earnings of 16% of the Value of Farm Production.

The bottom 1/3 farms had much higher interest, depreciation and
operating expenses and thus had negative net earnings.

Table 17: Measures of Financial Ffficiency on 128 Cash Grain Farm
By Net Farm Farnings, Ohio, 1985,

RANKED BY NET FARM EARNI

Financial Characteristics Unit Top 1/3 Rottom 1/3 Middle 1/3

- - - - ——————— = -~ - —— - - . e - - T e eI ——

FINANCTAL EFFICIENCY

Turnover Ralio Ratio <34 .29 .21
Debt Service Ratio Ratio 12.41 12.41 33.79
PROFITABILITY
Net Profit Margin Y 20,90 7.93 -24.,24
ROI % 7.17 2.17 -5.12
ROr % 4,43 -N.76 -24.,19
Rate of Growth in Equity % 5.16 -1.19 -18.,27
EXPENSE AND EARNINGS AS A PERCENT OF VALUE 0OF FARM PRODUCTIAON
Interest % 12.72 190,22 26,80
Nepreciation Ed 12.04 13.52 19,13
Net Farm Earnings % 15.75 1.21 -3R.36
Other COperating Expense % 59.43 67.05 93.43
Total % 100.00 10n0.00 100,00
TOTAL EXPENSE AS A PERCENTAGE 0OF VALUE NF FARM PRODUCTION
Variable Expense % 45.44 52.13 77.04
Fixed Expense % 38.81 46.65 61.31
Total p4 84,25 98,79 138,35

Efficiency and Cost Measures

The top 1/3 of the farms had the highest Value of Cropn
Production per tillable acre and the lowest Machine cost per
tillable acre at $232.06 and $71.95, respectively. The bottom 1/3
of the farms had the highest Total Value of Farm production at
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NGS

.28
19.42

f.00
1.69
-5.,A39
-2.97

17.75
13.98
-1.83
7n.10

100.00

55.26
fh6 .57
1n1.83



$315.26

1/3 had

other two groups.
ably less Total capital per Ffarm

but they had the
cost, Seed & Plant cost,
the lowest Crap

of $705,859,

and

at $516,627

highest Machine Investment, Machine
and Fertilizer & Lime costs.
Total Value

The middle
of Production per
tillable acre hut they also had the lowest costs of either of the
The middle 1/3 of the farms also had consider-
versus and averagqe

fTable 18: Efficiency Measures and Cost Per Tillable Acre on 12R Cash Grain

g

- -~ — - — -

— -

RANKED BY NET FARH

- - - -

PRODUCTION EFFICIFNCY PER TILLARLE ACRLC
Value of Crop Prod./T.A.

Value of Total Prod./T.A.

ffachinery

Machinery
Repair
Custom
Fuel X%
Fauip.

Investment/T.A,

Cost Per T.A.
Machinery
Hire

Lube Cost
Depreciation

Mchy Invest A47.5%
Machinery Cost per T,A.

Seed & Plant Cost Per TF.A

Fert. & Lime Cosl Per T.A.

Spray & Chem Cost Per T.A.

CAPITAL INVESTMENT
Feed & Crop Capital
Livestock Capital
Machinery Capital
Land & Building Cap
Other Capital

TNOTAL FARM ASSETS

S e e e e e e e e v M e e e v e e S . an . m . - . v o . e - - e v o - . . e o - - - - = - — v o -

NISTRIBUTINN OF FARIMS BY STZE AND DEBT TO ASSET CLASS
The number of Farms in each category sorted by both tillahle
is shown in Table 19.
class of farms is experiencing the

acres and debt to

interest

is whether any

/A
S /A
t/A
¢ /P
S/A
¢ /A
$/A
/A
$/A
¢ /A
$/A

/A

P LA P PR

asset ratios
size

greatest financial difficulty.

emphasis

7HN0-429
the low
farms,

acres are

on percent of farms by
The llp To 250 acre class
debt clas

18

over
ses and under represented
and 75N-929 acre farms
debt classes and

The 500-749 acre
the low debt class and the a majority of the farms over 1000 Plus

farms

over
are

$232.06
$305.84

£164,93

©12.561
S4.46
$15.02
¢27.59
- $12.37
£74.95

514,07
$37.07

$18.72

$134,755
$12,903
$166,364
492,320
63,336

Thus we
size class
represented in

Farms By Net Farm farnings, 0Ohio, 1985,

Rottom 1/3

£207,.91
$266.47

$147.33

$10.90

$2.22
$14,32
£22.95%
$11405
561104

t11. 89
€29.,.0A

$14 .43

T66,690
$1n,630
$97,811
$311,162
$30,333

renorted the

in the middle debt
under represented

in the middle debt class.

represent ed

Middle 1/73

- - - -

$210.10
$£315.26

$196.22

%19.06

€5.389
19,34
®23.17
("-‘1(‘.7?
san.67

VL
t£7.27

t16.05

$85,901
$17,717
€125,194
456,457
554,430

0f primary

datn with
in each D/A class.
the high
class.
slightly in
represented in the hingh deht
heavily over

and low
The

in

CARNINGS

All Farms

218,40
$296.72

168,23

613,70
ta,Ns
©15.72
£27.7%
®12.62
673,91

14 .42
$37.47
€16.72
195 354
$13,701
%129 ,290

418,443
®*69,070

e . -



fable 70 shows Lhe distribution of farm size measured by
tillable acres against net farm earnings. The farms under 500
acres  are  under represented in  the tap 1/3 farms by net farm

carnings

500749

<A

and over represented in the bhottom 1/3 farms. The
cre farms are over represented in the top 1/3 farms and

under represented in the bottom 1/3 farms. The 750-99 acre farns
are evenly distributed over all ranqges of net farm earnings. The
1900 Plus farms are over represented on both Lthe top and bottom
1/% farms and under represented in the middle 1/3. Thus it
appears that the larger farms have the highest net farm earninas

with the

farms under 750 acres forming the majority of the farms

in the middle 1/3. The bottom 1/3 is composed of mostly bLhe
small farms and the very large farms.

Table 21  shows the distrihution of deht to asset ratios by

net farm

earnings. As expected, the top 1/2 farms are over

represented hy the low debt loads and under represented hy the
high debt loads. The bottom 1/3 farms are over represented hy
farms with hiqgh debt and under represented Ffarms low debt.
ffencrally, it appears that the larger farms with low debt are

fairly

having a

smaller

nrofitable while farms with high debts are definitely

tough time surviving. It also appears that some of the
farms, even with Jow debt 1loads, are having a more

difficult time surviving, It also appears that some very larqge
farms are experiencing some difficulty with survival.

Table 19: ©Oistribution of 128 Cash Grain Farms Ry Tillable Acres and
NDeht to Asset Ratio, 2hio, 1985.
FARM STZE IN ACRFS OF CROPLAND
NDEBT to ASSET RATIO Up To 250 251-500 571-750 751-1,070  QOver 1000
Upn To 4an 7 6 14 3 Q
(1%8) (15) (36) (%) (23)
41 to 70 7 12 10 1 2n
(19) (12) (29) (15) (29)
71 Plus 5 7 2 4 3
(24) (33) (17) (19) (14)
Total 19 25 a5 17 32
(14) (22) (27) (13) (25)
Note: Number in brackets represent the percent of row total.

Totals may not add due to roundina.
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Table 20: Distribution of 128 fash Grain Farms By Tillable Acres and

NET FARM EARNINGS

Middle 1/3

Bottom 1/3

Total

Note: Number 1in

Met

Farm Earnings, 0Ohio, 1985,

FARM SIZF IN ACRES 0OF CROPLAND

- v - - . - = - - . . = e e M= W 6m e e e . e - - - - - - . - - - — -

-—— - -

19

(15

bhrackets

Totals may not add

Table ?21: Distribution of

NET FARM EARNINGS

- - - . - - - -

Middle 1/3

Bottom 1/3

Total

Net

- -

Up

Note: Number in brackets

Totals may

50 251-500  501-750 751-1,000 Over 1000

4 14 14 17
(10) (33) (14) (an)
10 13 6 G
(23) (30) (14) (14)
11 3 5 9
(26) (19) (12) (21)
25 35 17 372
(20) (27) (13) (25)

represent the percent of row total.
due to rounding

122 Cash Grain Fagms Ry Debt to Asset and
Farm Earnings, Chio, 1985,

DEBT TO ASSET RATIOS

To 40 41-70 71 Plus  TOTAL

Y 22 1 42
(45) (52) (2) (100)
13 23 3 4h
(30) (52) (18) (100)
7 23 12 4?2
(17) (55) (29) (100)
39 5 T a2
(30) (53) (16) (110)

represent the percent of row total.

not add due to roundina.
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42
(100)

Lh
(1n0)

42
(100)
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GLOSSAR ---- DNefinitions arranged in alphabetical order.

CURRENT RATID: Total current assets divided by total current
liabilities.

NDERT to ASSET RATIN: Total liabkilities divided by total assets.
EQUITY RATIO: Total equity divided by total assets.

INTERMEGTIATE CAPITAL RATIO: Current aséets plus intermediate assets
all divided by the sum of current 1liabilities and intermediate
liabilities.

LEVERAGE RATIO: Total liabilities divided by total equity.
NET CAPITAL RATIO: Total assets divided by total equity.

NET FARM EARNINGS: Value of farm production minus total farm expense
(includina variable and fixed expense).

NET NON-FARM INCOME: Amount reported as off-farm income minus off-farm
expenses other than operator draw or income tax.

NET PROFIT MARGIN: Net farm earnings oplus interest paid minus unpaid
labor all divided by value of farm production.

OPERATING FEXPENSE: Total farm expense minus interest paid and
depreciation expense.

NPERATNR LABOR DRAW: Amount reported as withdrawn from the cash flaow
for personal use,

RATE of GROWTH IN FQUITY: Total net earnings divided by total equity.
RETURN to EQUITY: Net farm earnings minus operator labor draw.
ROE RATIO: Return to Equity divided by averaqge total farm equity.

RETURN to TINVESTMENT: Net Farm FEarnings plus interest paid minus
operator lahor draw.

ROI RATID: Return on Investment divided by average total farm assets.

RETURN to UNPAID LABOR and MANAGEMENT: Net farm earnings minus 6% of
total equity.

TOTAL NET EARNINGS: Total farm income plus non-farm income minus total
farm expense and non-farm expense other than operator draw and income
tax.

TURNOVER RATIO: Value of farm production divided by averange farm
assets.

VALUE of FARM PRODUCTION: The amount of cash farm income (including
breeding livestock and resale sales) plus crop and livestock inventory
changes and accounts receivable changes, minus breeding livestock and
resale purchases.
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