University of Nebraska - Lincoln

Digital Commons@University of Nebraska - Lincoln

Historical Materials from University of Nebraska-

. ] Extension
Lincoln Extension

1971
EC71-820 Nebraska Farm Management :
Summary and Analysis Report 1970

Douglas Duey

Follow this and additional works at: http://digitalcommons.unl.edu/extensionhist

Duey, Douglas, "EC71-820 Nebraska Farm Management : Summary and Analysis Report 1970" (1971). Historical Materials from
University of Nebraska-Lincoln Extension. 4084.
http://digitalcommons.unl.edu/extensionhist/4084

This Article is brought to you for free and open access by the Extension at Digital Commons@University of Nebraska - Lincoln. It has been accepted for
inclusion in Historical Materials from University of Nebraska-Lincoln Extension by an authorized administrator of Digital Commons@ University of
Nebraska - Lincoln.


http://digitalcommons.unl.edu?utm_source=digitalcommons.unl.edu%2Fextensionhist%2F4084&utm_medium=PDF&utm_campaign=PDFCoverPages
http://digitalcommons.unl.edu/extensionhist?utm_source=digitalcommons.unl.edu%2Fextensionhist%2F4084&utm_medium=PDF&utm_campaign=PDFCoverPages
http://digitalcommons.unl.edu/extensionhist?utm_source=digitalcommons.unl.edu%2Fextensionhist%2F4084&utm_medium=PDF&utm_campaign=PDFCoverPages
http://digitalcommons.unl.edu/coop_extension?utm_source=digitalcommons.unl.edu%2Fextensionhist%2F4084&utm_medium=PDF&utm_campaign=PDFCoverPages
http://digitalcommons.unl.edu/extensionhist?utm_source=digitalcommons.unl.edu%2Fextensionhist%2F4084&utm_medium=PDF&utm_campaign=PDFCoverPages
http://digitalcommons.unl.edu/extensionhist/4084?utm_source=digitalcommons.unl.edu%2Fextensionhist%2F4084&utm_medium=PDF&utm_campaign=PDFCoverPages

P Fa2¢

£

£

e

AGAT

) ) s
~ EC 71-820
E7 LA )

2 )7/‘820 1\ ~

C. Y. THOMPSON
LIBRARY

‘ol e
¥ ‘ Extension Service, University of Nebraska-Lincoln College of Agriculture Cooperating with the
U. S. Department of Agriculture and the College of Home Economics

E. F. Frolik, Dean J. L. Adams, Director

*xranmo®



E.C. 71-820
NEBRASKA FARM MANAGEMENT SUMMARY AND ANALYSIS REPORT . . . 1970

by
Douglas D. Duey *

TABLE OF CONTENTS

Page Tables

Project Description 2
General Observations for 1970 3
Seven Year Summary of Analysis Factors 4 i
Definitions and Terms 5,6,7
Averages by Area 8 Ta, Ib, II
Averages by Farm Size 12 ITTa, IIIb, IV
Averages by Farm Type 16 Va, Vb, VIa, VIb
Location of Farms According to ‘

Type of Farm 21

Averages by Percent of Cropland
Irrigated 22 VIila, VIIb,
VITIa, VIIIb

* District Extension Specialist (Farm Management)
Department of Agricultural Economics, University of Nebraska




THE "NEBFARM" PROJECT AS A SOURCE OF FARM MANAGEMENT DATA

The information presented in this report is available as the re-
sult of a continuing project conducted with farmers in Nebraska by
the Agricultural Extension Service and the Department of Agricul-
tural Economics of the University of Nebraska. The name "NEBFARM"
stems from words which describe the goals of the project -- Nebraska
Electronic Business Farm Accounting Records for Management. The
purposes are these: (1) to bring the speed and accuracy of elec-
tronic data processing equipment to bear on the data problems which
few businessmen can cope with, in order to have available adequate
information on which to base their annual and Tong-run management
decisions, (2) to provide educational meetings and materials to
farmers who have data on their farms available showing ways in which
this information may be used, and (3) to maintain a continual flow
of reliable information about various types of farms operating in
the state to the College which may be used for research and teaching
and in publications such as this report.

Operation of the Project

The project is operated in the field cooperatively by the Agri-
cultural Extension Service and the County Extension Services.
Farmers voluntarily participated and enrolled through their local
County Agent. An enrollment fee covers the cost of materials and
clerical help required to operate the project. This fee ranges
from one hundred to about one hundred fifty dollars, depending on
the size of the individual farm and the number of optional special
accounts to be processed. The average fee is one hundred twenty
dollars.

Annual data such as inventories and depreciation schedules are
submitted at the beginning of each year. Information concerning
income, expenses, crop yields, and livestock is reported on forms
mailed monthly to the processing center at the College. Each
transaction is then assigned a numerical code and punched on a

data processing card. Summaries of these transactions are pro-
vided each quarter as a cash flow to each cooperator and an indivi-
dual analysis is prepared from all the data collected from each farm
to the reporting farmer after the end of the year.

While data regarding each individual farm is confidential, the
information reported in this report was compiled from averages
of various groupings of the cooperating farms.




GENERAL OBSERVATIONS FOR 1970

Total 1970 cash receipts to Nebraska farmers was 3 percent above
the previous record which was set in 1969. Livestock and livestock
products grossed 2 percent and crops 4 percent more than in 1969.
NEBFARM cooperators had a higher percent of increase in both income
and expenses than other farmers (see Table 1).

Livestock and Livestock Products Index averaged 2 percent less than
1969. Beef cattle averaged $28.30 and hogs $22.30 per cwt. Milk sold
wholesale by farmers averaged a record $5.20 per cwt., 35 cents more
than for 1969.

The 1970 Index of Prices Received for all crops was 2 percent higher
than 1969. Nebraska farmers received an average price of $1.22 per
bushel for wheat and $1.25 for corn; increases of 5 and 16 cents above
1969. Corn peaked at $1.34 in June, 1971, and ended the season at
$1.01. Grain sorghum at $1.93 per cwt. gained 22 cents from the av-
erage of 1969. Soybeans sold for an average of $2.78 per bushel, 54
cents above 1969 and the highest since 1947. A1l hay averaged $21.00
per ton.

Government price support payments were as follows for 1969 and 1970,
respectively: Wheat 51 and 60 cents; corn 16 and 21 cents; and grain
sorghum 17 and 24 cents per bushel.

The 1970 annual U.S. Index of Prices Paid by Farmers for A1l Commodi-
ties, Services, Interest, Taxes and Wage Rates rose 5 percent above the
1969 index. The index has increased for fifteen consecutive years.

Nebraska crop production in 1970 was the third highest of record, ex-
ceeded only by the record high 1969 output and 1966 crop production.

Weather conditions during the winter months were generally open

with below normal precipitation in most areas. April subsoil mois-
ture supplies were very good and temperatures were generally favorable
during the spring and early summer. There were drought conditions in
some areas with severe drought in portions of the east during July

and August. Harvest started at an early date but fall precipitation
delayed harvesting operations.

The 75 bushel per acre state corn yield was much below the 1969 re-
cord high of 93 bushels per acre.

Sorghum planting conditions were mostly favorable and good stands

were obtained. Greenbugs caused problems locally. The final yield

of 51 bushels per acre was down sharply from the record high yield

of 76 bushels set in 1969. \

Soybean planting started a 1ittle ahead of normal and the crop made
good development until hot, dry weather occurred. The yield of 22
bushels per acre was much below the record of 33.5 bushels set in 1969.

Livestock accounted for 65 percent of the total cash receipts from
farm marketings and government payments in 1970.
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No. of Farms Summarized $JAU%E 598 15@
Gross Cash Income $102,705 $ 86,662 82,781 85,369 74,836 59,320 55,8872
Gross Cash Expenses 92,151 75,517 72,227 81,535 70,737 52,638 47,923
Net Cash Balance 10,554 11,144 10,554 3,862 4,198 6,681 7,95¢
Inventory Change 5,187 15,027 7,420 7,575 15,219 1,582 1,765
Return fo Labor,

Capital & Management 21,327 30,385 21,784 14,870 23,168¢9 21,240 11,938
Management Return -1.362 10,221 2,548 -4 . 705 5,393 5,643 -2,396
Average Inventory 294,624 257,036 241,787 240,616 224,600 201,837 189,665
Percent Return on

Investment 4,58 8.56 5.89 3.28 7.19 7.57 3.75
Gross Production 832,436 77,228 60,319 65,807 69,664 57,473 44,882
Crop Acres in Farm 446 415 401 398 380 384 400
Total Acres in Farm 688 680 702 789 826 838 991
Dryland Corn Yield

Per Acre (Bushel) 56.1 90.2 68.9 73.7 80.1 66.5 48.0
Machinery Investment

Per Crop Acre 53.57 51.00 49.38 47 .51 41.97 38.70 35.58
Fertilizer & Chemical

Per Crop Acre 11.08 9.70 10.82 10.42 g.16 7.08 6.35
Livestock Returns Per

$100 Feed Fed 155.51 171.60 148,17 144,23 138.00 154 .00 108.00
Labor Used on Farm

(Man Years) 1.78 1.69 1.93 1.96 1.77 1.69 1.91

>Loan Ratio of Operator

(1971 -- .41) .39 .40 A3 .37 .34 .34 -




DEFINITIONS AND TERMS USED IN THIS REPORT

Averages of individual items in this report are the result of di-
viding by only the number of farms in which that individual item
appeared. The number of farms is shown in parentheses beside the
averaged figure. For example, if there were 20 farms in a group,
but only 10 raised corn, the average corn acreaage would be computed
for 10 farms, not 20. If each farm had 100 acres of corn, the av-
erage would appear as 100 (10), indicating that 10 farms had corn,
averaging 100 acres each.

INCOME includes income from all sources, including sales of capi-
tal items. Two totals are given: Cash Operating and Total Cash
Income. The difference between these totals is the value of
capital items sold. Machinery, eauipment, and real estate are
treated as capital items. Breeding Tivestock is not treated as
a capital item in this report.

EXPENSE includes all expenses, including capital purchases. To-
taling is parallel to that of the income section. The farm
share of personal auto and utility expenses is included at the
percentage which each farm operator specified.

LOAN SUMMARY shows the amount of the operator's Toans and accounts
receivable as of January 1 each year. The "loan ratio" is the
operator's loans and accounts payable as a percent of his own
farm investment.

FINANCIAL SUMMARY
Net Cash Balance is the difference between Total Cash Income
and Total Cash Expense plus the value of landlord's crop pro-
duction if Tandlord's cash income or inventories had not been
reported.

"Plus Inventory Change" is the Net Cash Balance plus inventory
change which occurred during the year. This change could be
positive or negative.

"Plus Home Used Products" is the immediately preceding figure
plus the value of milk, eggs, meat, garden products, and other
farm produced perquisites used by the family or given away.

"Plus Interest Paid" 1is the immediately preceding figure plus
interest payments made during the year. It is added to allow
comparison of farms which use borrowed funds with those which
use internal financing.

Labor Management and Capital Return is the figure arrived at by
the immediately preceding steps. It is, as the name implies,
the return to unpaid operator and family labor, managerial ef-
forts, and capital invested in the business.

Capital and Management Return is computed by dividing the Capital
and Management Return by Capital managed in the business. The
latter figure is: Average Inventory + (.6 x Total Operating

Expenses) - (.2 x Total Operating Income). Thus, it is the to-
tal of dinvestment capital and operating capital used by the farm.
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(Definitions Continued)

Labor and Management Return is the result of deducting an
artitrary charge of 5% for capital required by the business
from Labor, Management, and Capital Return.

Management Return is the residual after a charge for unpaid
operator and family labor has been deducted from Labor and
Management Return. This figure is "what is Teft" after the
operator has been paid $400 per month for his Tabor and 5%
interest has been paid on all capital used in the business.

We might say that this is the return to the operator for his
management efforts. A negative Return to Management indicates
that there was insufficient returns to pay the operator that
wage and capital that rate of interest.

INVENTORY SUMMARY includes the value of all farm assets on the
farm as of January 1 each year. Land is included at estimate
present market vaiue. Machinery, equipment, and buildings
are included at their depreciated value. Standard declining
balance depreciation rates of 20% for machinery and equipment
and 10% for buildings were used. In collecting inventory data,
there was an attempt to hold breeding livestock values consis-
tent with beginning and end of year.

"Net" inventory figures are the result of deducting encum-
brances from the value of "Total" inventory figures. These
are actually farm "net worth" figures.

NET LTIVESTOCK PRODUCTION is the value added to all classes of
Tivestock on the farm during the year, taking into account
purchases, sales, inventory change and home use.

"Livestock Production per $100 Feed Fed" is the total value
of net Tivestock-production divided by the value of feed fed
in hundreds of dollars. This is a gross measure of livestock
efficiency and is relevant only on farms on which considerable
portion of the gross production is derived from livestock.
The value given in this average represents only the operator's
Tivestock production.

CROP ACREAGE SUMMARY includes a summary of irrigated, non-irri-
gated, and non-tillable land use, by acreage of indivual crops.

CROP YIELD SUMMARY shows the average yields of certain crops in
bushels of tons/acre.

COMPARATIVE FACTORS
Gross Production is an estimate of all value added on the farm
during the year. It is the sum of total net Tivestock pro-
duction plus the total value of all crop production for the
farm,



(Definitions Continued)

Gross Production Per $100 Invested is the figure immediately
above divided capital turnover in the business.

Gross Production Per Man is Gross Production divided by the
number of full-time man year equivalents of labor used. It
is a measure of labor efficiency.

- Machinery Investment Per Crop Acre is the average opening and
closing investment in machinery divided by the number of crop

acres.

Machinery Cost Per Crop Acre is the sum of depreciation, re-
pairs, fuel, oil, interest on investment in machinery (8%)
and custom work hired less custom work and trucking income
and tax refunds divided by total crop acres.

Fertilizer & Chemical Cost Per Crop Acre is the total of
fertilizer and chemical purchases, less sales of these pro-
ducts, divided by total crop acres.

Farm Size Index indicates the total resource use of the farm
business. It is the sum of 5% times the average investment
in the business, $400 times the months of operator and family
labor used, and the value of hired Tabor used. It permits a
size of business comparison across different types of farms
and various qualities of land to the extent that price re-
flects productivity.



AVERAGES BY AREA :

The returns to labor, manage- : Lo
ment and capital of 81 farms SR AN
summarized in 1970 averaged
$21,327. This provided the
operator and owners a 4.58 :
percent return on their in-
vestment. If the return was
above 5.0 percent, there would
have been a positive return to
management. In this case, there was a negative $1,362 to manage-
ment. Of the 81 cooperators, 78 had loans of various kinds averag-
ing $78,557 on January 1. At the end of the year the average Toan

had risen to $86,443, an increase of $7,886. Their average inven-
tory increased by only $5,182. The increase in loans compared to a
lesser increase of inventory during the year caused the loan ratio

to increase from .39 to .41. There were areas of the state that had
considerable weather stress on crops. Drought in east central Nebras-
ka was most severe to corn and soybeans. Grain sorghum suffered from
greenbugs. There was delay in harvest due to wet field conditions

for most fall crops.

Areas 0 and 1 were omitted this year from summary Tables I and Ia.
There was an insufficient number of cooperator records to have mean-
ingful data or be representative of the areas.

Area 2 cooperators operated the largest average acreage. Those
farms consisted of about one-half pasture and the remaining in til-
lable Tand and waste. Their return on investment was quite low
compared to the other geographic areas of the state.

Areas 3, 5 and 6 had good livestock returns by the crop production
was considerably lower than most other areas. Dry weather and hail
damaged many crops in these areas. Dairy and swine operations in
these areas reflect the stabijlity of dairy and the favorable prices
received for hogs early in 1970.

Area 4 has the greatest labor, capital and management return and also
the highest percent return on investment of all areas. The large a-
mount of irrigated crops with fair veturns from beef production ele-
vates this group of farm businesses to nearly double the state average
of gross production.

Again, area 7 carries the heaviest indebtedness to their inventory
of all areas. Cattle feeding and hogs are the predominate livestock
enterprises but were quite low in Tivestock returns. This area had
the highest average acreage of grain sorghum which produced well
under the existing weather conditions. The size of farms compares
to area 4, but with a lower percent of irrigated farms.

Area 8 had the most balance of livestock enterprises of beef, dairy
and swine. It also had the greatest increase in the loan ratio, 4
percent. This area suffered the most as an area from drought during
the summer on dryland corn and soybeans.

Area 9 produced a fair crop of dryland corn, grain sorghum and soy-
beans. Livestock production held up well, returning $190 per $100

feed fed. Eighteen of the 24 cooperators reported dairy income
which tends to stabilize the livestock returns at a higher level.
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AVERAGES BY FARM SIZE IMDEX

Increasing farm size has become a recognized trend on today's agri-
cultural scene. How do larger farms compare in operating eff1c1ency
with smaller ones? The following tables provide some gross compari-
sons between groups of small and large farms. Farm size index (com-
putation of this index explained on page 5) was the criterion used
when forming the size groups. Detailed reporting of average income,
expense, loans, financial summary items, inventories, net livestock
production, crop acreage, crop production, and comparative analysis
factors are shown for each size aroup in Tables IIla, IIIh. An ab-
breviated summary of high and low return sub-groups is shown in Ta-
ble IV.  There was an insufficient number of farms in the largest
size group to enable a breakdown into high and low sub-groups. Rate
of return on investment was used as the criterion for defining the
low and high return sub-groups.

The table below shows the location by area of the farms in each size
index group.

Avrea
Size Index Group Q 1 2 3 4 5 6 / 8 9
Under 17,000 (21) 0 0 4 0 0 1 0 4 5 7
17 - 25,000 (35) 1 0 5 0 2 1 2 4 10 10
25 - 40,000 (21) 0 0 2 1 2 0 0 7 4 55
Over 40,000 (7) 0 0 0 ¢ 1 0 1 2 1 2§

Large farms have a greater income prodUC1nq capacity than small farms
However, Targer farms will produce more income only if properly orga-
nized and managed. A comparison of two 1970 sub-groups from Table IV
provides an illustration: :

Capital Labor & Mgt. % Return on§

Size Index & Return Group Managed Return Investment
Less than 17,000 - HIGH 1/3 (7) $162,162 $14,921 11.02
25,000 to 40,000 - LOW 1/3 (7) 459,705 -19,424 -0.79

The two cases here are extremes, but they point out that larger farm
do not necessarily produce larger incomes.
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AVERAGES BY FARM TYPE

Farms were classified into various types based on the percentage
of "gross production" produced from individual livestock enter-
prises. The criteria used for the type classes were:

BEEF --1f over 40% of gross production (GP) from beef raising
and/or beef feeding.

DAIRY --If over 40% of GP from dairy cattle and products.

SWINE --1f over 40% of GP from hog production,

BEEF-SWINE--If over 40% of GP from beef and hogs, but neither
beef nor hogs provided 40% individually.

GENERAL

LIVESTOCK --If over 35% of GP from livestock but the farm could
not qualify for a specific livestock class.

CROP FARMS--If less than 35% of GP from livestock. This group was
sub-divided into feed grain-forage and cash crop farms,
based upon which type of crops predominated. There was
an insufficient number of cash-crop farms for averaging.

Averages for livestock farm groups are in Tables Va and Vb. Aver-
ages for feed grain and forage farms are in Tables VIa and VIb.

The table on page 21 shows the location, by area, of farms making
up each type of Tivestock and crops.

When comparing the value of Tivestock production per $100 feed fed
between types of farm groups, one should keep in mind that this fac- |
tor is only a gross measure of livestock efficiency. "Feed Fed" is |
a residual after sales and closing inventories have been deducted
from the total feed supply available for an individual farm. Live-
stock production per $100 feed fed can be inflated slightly by the
purchasing and reselling of sealed feed grains, as selling at a
price above the purchase price tends to reduce the feed fed item,
and thus increases livestock production per $100 feed fed.

According to the farm type categories listed above, the feed grain
and forage farms which have less than 35% of their gross production
from Tivestock were primarily engaged in growing feed crops. The
0-25%, 25-50% and over 50% irrigated groups shown in Tables VIa,
VIb, VIITa, and VIIIb are concentrated in NEBFARM areas 2, 4, 6 and
7, and reflect the intensive irrigated agriculture of crop farms in
the Platte Valley and South Central Nebraska.

The farm type which is determined by the percent of gross production
of the various productive enterprises on a farm can fluctuate from
one type to another in different years. This may occur 1in years of
high yields and/or high prices for crops and Tow Tivestock prices,
or vice versa. When a diversification of Tivestock enterprises exis
on a given farm, the shift may also occur with small change in volum
but greater change in inventory, purchase and sale values between tw
succeeding years. é
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LOCATION OF FARMS ACCORDING TO

Farm Type

TYPE OF FARM IN 1970

Area

Livestock
A11 Nebraska
A11 Nebraska
A11 Nebraska
A1l Nebraska
A1T Nebraska
AT11 Nebraska

Beef - Irrigated
Beef - Non-Irrig.
Dairy

Swine

Beef-Swine

General Livestock

Feed Grain, Forage and Cash Crop

Non-Irrigated

~ Irrigated

21~




AVERAGES BY PERCENT OF CROPLAND IRRIGATED IN 1970

-Farms which had no cropland irrigated in 1970 are averaged accord-
ing to size in Tables VIIa and VIIb. Farms which had cropland irri-
gated in 1970 are averaged in Tables VIITa and VIIIb according to
percent of cropland irrigated.

The table below shows the location, by area, of farms included in
the non-irrigated and irrigated groups.

Area

Non-Irrigated

A1l Nebraska

Size Index under 13,000 (10) oo 1 0 0 1 0 3 2 3
Size Index 13-17,000 (7) o 0o 1 0 0 0O 0 0 2 4
Size Index 17-25,000 (17) n 0o 0 0 0 1 0 0 7 9
Size Index over 25,000 (12) 0o 0o 0 o 0 0 0 1 5 6

Irrigated (% of Cropland)

ATT1 Nebraska

Less than 25% (15) oo 5 0 0 0 1 4 3 2
25-50% (8) 0 0 2 0 0 0O 1 4 1 0
Over 50% (15) 1 0 2 1 5 0 1 5 0 0

“D0.
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