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Introduction 

Capital investments required to operate viable commercial farms have grown 
rapidly in recent years. Many farmers find it essential to expand their farming opera
tions and increase their efficiency to obtain adequate income. This usually involves 
acquiring more land and equipment, thus increasing their financial investments in the 
(arm business. The larger capital investments, frequently accompanied by greater debt, 
call for closer attention to the financial aspects of farming. 

To obtain additio,nal insight into the changing capital structure of farming, a 
study was made of Missouri farms participating in the mail-in farm record program 
of the University. All farms in the program were included in the study for which 
complete financial records were available for both the beginning and end of the five 
year period (1965 and 1969). This included a total sample of 124 farmers and their 
farms (Table 1). 

'Agricultural Economist, Farm Production Economics Division, Economic Research Service, U.S. 
Department of Agriculture stationed at the University of Missouri; and Associate Professor of Ag
ricultural Economics, University of Missouri, respectively. Appreciation is expressed to Thomas G. 
Brown, Extension Economist and Program Leader in Farm Management, Univ. of Mo.; Boyd M. 
Buxton, Head, North Central Field Group, FPED at Univ. of Minn. ; George D. Irwin, Agricul
tural Economist, FPED at Purdue Univ., and others for helpful suggestions and assistance in de
veloping this report. 

1 



TABLE 1 -- NUMBER OF FARMERS IN THE SAMPLE, BY FARM TYPE AND TENURE GROUP, 
MISSOURI, 1965-1969 

Number of Farms 

Farm Type in 196911 Total Full Owners Part OwnerJi Tenants 

1 - General 39 16 22 

2 - Grain 27 4 21 2 

3 - Grain-Hog 6 2 3 1 

4 - Hog 11 4 7 0 

5 - Grain-Beef 10 4 5 1 

6 - Beef 6 3 3 0 

7 - Dairy 22 11 10 

8 - Mixed Livestock 3 2 0 

TotalY 124 46 72 6 

1/ Determined on the basis of how the total Productive Man Work Units (PMWU) of labor used on 
the form were distributed among different enterprises which is the system of farm type classifi
cation used by the University of Missouri mail- in farm record progrom. See Item 13, pages 13-14 
for further information on this classification system. 

Some of the farms' type classifications had changed since 1965 (see Table 2 for break
down of the changes). 

~/ Those who owned part and rented part of the land operated. 

yin 1965 there were 50 full-owners , 65 part-owners, and 9 tenants. 

Farm CharCKteristm 

The farms tended to be much larger than the average-sized farming operations for 
Missouri, and therefore should not be considered typical of all farms in the state. How
ever, they are thought to be more representative of the larger commercial operations 
which account for a major portion of farm production in Missouri and elsewhere. The 
farms were fairly well distributed over the state except for the southeastern Ozark and 
Delta areas (Figure 1). 

The characteristics of the farms in the sample, regarding types, acreages, labor, 
and production are discussed in the following sections. 

Farm Types 

The 124 farms in the sample represented eight types of operations, including gen
eral, grain, grain-hog, hog, grain-beef, beef and mixed livestock. Farm type was deter
mined by how the total productive man work units (PMWU) of labor accomplished 
were distributed among enterprises which is the farm type classification system used 
by the University of Missouri mail-in farm record program. 2 

' See Item 13, page 13-14 for further information on this classification system. 
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Of the 124 farms, 44 were classified as being a different type in 1969 than in 1965, 
while 80 were classified as the same type in both years (Table 2) . Of the 80, 17 had 
one or more type changes during the intervening years. Thus, while type classification 
is one of the useful criteria for stratifying farms for analysis, it should not be viewed 
as fixed in many cases." 

MISSOURI 

Figure 1-Distribution of the 124 Farms Sampled, by Counties, 1965-1969 

Labor Use 
The 124 farms in both 1965 and 1969 used an average of approximately 2.1 man

years of labor in their operations (Table 3) . Among the various farm types, this ranged 
from an average of 2.5 man-years for dairy farms to 1.4 for mixed livestock farms . The 
average number of man-years of labor used per farm had remained fairly constant dur
ing the five year period. 

While the number of man-years of labor used was nearly the same, the total num
ber of productive man work units (PMWU) of labor accomplished increased from an 
average of 626 PM\X7U per farm in 1965 to 722 in 1969-an increase of approximately 
15 percent.4 During this period the number of PMWU accomplished for crops in
creased about 9 percent, and for livestock 20 percent. Apparently the farmers were 
able to accomplish more units of production (PMWU) with about the same number 
of workers (man-years of labor) by using more efficient technology and increased 
mechanization. 

3 A change in a farm's type classification does not always indicate a major shift in enterprises. For 
example, under classification systems using either PMWU of labor or product sales to determine 
type, type shifts can occur due to rather moderate changes in labor allocation or in product prices, 
respectively if the size of rwo or more enterprises had been nearly equal. 
'The standards used for calculations of man-years of labor and PMWU were held constant during 
the study period. (See Items 14 and 15 on page 14 for definitions of terms). 
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TABLE 2 -- BREAKDOWN OF CHANGES IN FARM TYPE CLASSIFICATIONS AMONG 
THE 124 MISSOURI FARMS, 1965-1969 

Number of Forms 

Form Type.!! Total Form T:t~e Total 
1965 2 3 4 5 6 7 8 Leaving 

1 - General 55 * 7 2 4 5 2 0 3 23 

2 - Groin 19 * 3 

3 - Groin-Hog 8 * 3 6 

4 - Hog 9 * 2 5 

5 - Groin-Beef 3 * 1 

6 - Beef 2 * 0 

7 - Dairy 27 3 * 5 

8 - Mixed Livestock * 
-----------------------------------------------------------------------------------
Total entering .... . ........ 7 11 4 7 8 4 0 3 44 
No change ................ 32 16 2 4 2 2 22 0 80 

Total 1969 .••••.•••.••.••. 39 27 6 11 10 6 22 3 124 

Note: Of the 124 forms, 44 were classified as a different type in 1969 than in 1965, while 80 
were the same type in both years. However, a change in farm type classification does not 
necessarily signify a major shift in enterprises. For example, if the size of two or more enter
prises were nearly equal, small shifts may change farm type classification . 

.!! Based on the major use of PMWU of labor on the form. 

TABLE 3 -- MAN-YEARS OF LABOR USED AND PMWU ACCOMPLISHED ON THE 124 FARMS, 
BY FARM TYPE, MISSOURI, 1965-1969 

Average Per Farm 

No. of Man-yrsV 
Total PMWU2/ 

Livestock 
Farm Type in 1969 Farms of Labor Crop PMWU PMWU 

1969 1969 1969 1965 1969 1965 1969 1965 

1 - General 39 2.26 2.12 742 658 290 265 452 393 

2 - Grain 27 1. 75 1.85 522 479 384 326 138 153 

3 - Grain-Hog 6 1.80 1.83 489 540 235 250 254 290 

4 - Hog 11 2.04 1. 73 723 570 137 160 586 410 

5 - Grain-Beef 10 2.12 2.04 730 627 363 301 367 326 

6 - Beef 6 1.67 2.16 716 787 272 365 444 422 

7 - Dairy 22 2.52 2.52 1,042 800 261 222 781 578 

8 - Mixed Livestock 3 1.43 1.34 357 330 101 116 256 214 
-----------------------------------------------------------------------------------

All types 124 2.09 2.06 722 626 290 265 432 361 

.!! See Item 14 on page 14 for definition of term. 

V Prodvctive Man Work Units of lobar accomplished. 
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Value of Production 

The average value of total production per farm rose (rom $43,350 in 1965 to 
$48,900 in 1969-an increase of almost 13 percent (Table 4). Among the various farm 
types in 1969, this value ranged from $56,820 for grain-beef farms to $25,420 for the 
mixed livestock. While the value of total production increased almost 13 percent in 
1969 over 1965 , its value per PMWU of labor declined slightly-from $69.24 in 1965 
to $67.74 in 1969. The value of total ptoduction per acre operated averaged $71.29 in 
1965 and $69.86 in 1969.6 (Apparently these slight decreases were due to a lower crop 
price index, and perhaps lower crop yields). 

TABLE 4 -- TOTAL VALUE OF ALL PRODUCTION PER FARM, 124 FARMS, 
BY FARM TYPE, MISSOURI, 1965-1969 

_ Average I:er farm ol:erotor 

Farm Type in 1969 No. of Farms Total Value of All Production!? 

1969 1965 

1 - General 39 $54,006 $44,923 

2 - Groin 27 46,298 47,565 

3 - Groin-Hog 6 37,181 41,043 

4 - Hog 11 55,116 51,580 

5 - Groin-Beef 10 56,816 48,608 

6 - Beef 6 36,348 40,032 

7 - Dairy 22 46,184 32,921 

8 - Mixed Livestock 3 25,419 24,837 

All Types 124 $48,905 $43,346 

11 Value of all open land production plus livestock returns above feed cost plus custom work 
plus timber products. 

Land Acreages and Value 

The farmers' land acreages and values as of 1965 and 1969 are shown in Table 5. 
For all farms in the sample, the average acreage operated increased from 608 acres in 
1965 to 700 acres in 1969; an increase of 15 percent. ' The increase was due to increases 
both in acreages owned and rented. Among the various farm types, beef farms con
tained by far the largest acreages, while grain (arms showed the highest percentage 
increase in the number of acres operated (27 percent). The acreage owned by all· farm
ers increased an average of 18 percent during the period, led by grain farmers with al
most a 32 percent increase in their acres owned. 

' For definition of term see Item 10, page 13. 
"During this period, the index of prices received by Missouri farmers for " all farm products" in
creased from 248 in 1965 to 284 in 1969 (1910-14= 100). For livestock and livestock products the 
index increased from 274 to 338 while for "all crops" it decreased from 198 to 178. Source: Missouri 
Farm Facts-1971, compiled by Missouri Crop and Livestock Reporting Service, Columbia, Mo. 
Pages 43-44. 
'For comparison, the average acreage for all Missouri farms was 216 acres in 1965 and 230 acres in 
1969-a 6.S percent increase. Missouri Farm Facts-1971, page 4. 
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TABLE 5 -- ACREAGES AND VALUES OF LAND OPERATED BY THE 124 FARMERS, BY FARM TYPE, MISSOURI, 1965-1969. 

Land Acreages and Valuesll 
Owned Rented In Rented Out OE!erated 

Farm Type in 1969 Year No. of Farms Acres Value Acres Value Acres Value Acres Value 

Average per farm operator 

General 1969 39 545 $120.492 171 $ 36,996 0 0 716 $157,488 
1965 448 77,276 179 35,814 .3 $ 62 627 113,:028 

Grain 1969 27 459 117,767 373 103,171 11.0 2,713 821 218,225 
1965 348 70,218 298 73,081 .4 93 646 143,206 

Grain-Hog 1969 6 275 66,500 216 62,654 0 0 491 129,154 
1965 265 46,233 219 72,267 0 0 484 118,500 

Hog 1969 11 333 70,886 118 25,623 0 0 451 96,509 
1965 288 46,957 147 34,750 0 0 435 81,707 

0-
Grain-Beef 1969 10 620 145,420 211 55,510 11.5 2,875 819 198,055 

1965 567 109,189 101 27,660 0 0 668 136,849 

Beef 1969 6 1,147 138,867 132 28,633 53 4,150 1,226 163,350 
1965 1,162 99,022 135 26,000 15 2,250 1,282 122,772 

Dairy 1969 22 469 112,473 91 20,275 1.9 591 558 132,157 
1965 383 69,137 91 14,009 0 0 474 83,146 

Mixed Ls. 1969 3 288 60,958 37 6,667 . 3 83 324 67,542 
1965 288 47,734 37 2,667 0 0 325 50,401 

----------------------------------------------------------------------------------------------------------------------------------------
All 1969 124 510 112,922 196 49,026 6. 0 1,130 700 160,818 

1965 124 432 73,015 177 39,795 .9 148 608 112,662 
----------------------------------------------------------------------------------------------------------------------------------------
Avg. per acre 1969 124 222 250 184 230 

1965 124 $ 169 $ 225 $ 164 $ 185 

11 Land values were based on the farmers' extimates of market value. 



In 1969, the grain farms contained the highest priced land, and beef farms the 
lowest with values per acre averaging $266 and $133, respectively. For all farms, the 
value per acre operated increased from an average of $185 in 1965 to $230 in 1969-an 
increase of 24 percent.s The land values were based on the farmers' estimates of mar
ket value. 

9 
Capital Investments Managed 

Since not all of the capital investment used in their operations was owned by the 
farmers themselves, it is best described as the capital investments managed or con
trolled by them. A majority of the farmers rented at least part of the land they oper
ated. The number of part-owners (farmers who owned some land and rented addi
tional land) increased during the period while the numbers or full owners and full 
tenants declined. 

Interest payments increased from an average of $1,810 per farmer in 1965 to 

$2,930 in 1969, indicating that at least some of the farmers had used credit for expand
ing their operations (Table 6).10 

Percentage breakdowns and values by types of capital investments managed by 
the farmers in 1965 and 1969 are discussed in the following sections. 

TABLE 6 -- INTEREST PAID BY THE 124 FARMERS BY FARM TYP E, MISSOURI 1965-1969 

Interest PaidV Na_ of Operators Paying 
No In terest 

Form Type in 1969 No. of Farms 1965 1969 1965 1969 

1 - General 39 $1,513 $2,830 3 4 

2 - Groin 27 1,534 3,226 4 4 

3 - Groin-Hog 6 1,017 2,205 1 

4 - Hog 11 1,727 2,021 ° 5 - Groin-Beef 10 3,493 5,390 1 

6 - Beef 6 2,658 2,584 2 2 

7 - Dairy 22 1,955 2,516 3 

8 - Mixed Livestock 3 1,657 1,884 0 0 

-----------------------------------------------------------------------------------
All Types 124 $1,810 $2,930 12 16 

V Average per farmer_ Increases over 1965 undoubtedly were due both to higher interest rates 
and larger borrowings by some operators. 

BFor Missouri as a whole, the average value of farm real estate rose from $155 per acre in 1965 to 
$224 in 1969-an increase of approximately 44 percent. Missouri Farm Facts, 1971, page 47. 
"For definition of term see Item 4, page 13. 
IOThe amounts of farmers' debts were not available, however, the increase in the average amount 
of interest paid (62 percent) undoubtedly resulted 'from larger borrowings as well as higher in
terest rates during this period. 
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Percentage Breakdown of Farm Investments Managed 

Percentage breakdowns of the value of the major farm investment items as they 
existed in 1965 and 1969 are shown in Table 7. In 1965, land accounted for approxi
mately 69 percent of the total value of investments in the operations; livestock, 16 
percent; machinery and equipment, 8 percent; and feed and supplies, 7 percent. The 
percentages in 1969 were similar. While this relative mix of farm investment items 
had remained fairly constant, their amounts and value increased greatly between 1965 
and 1969. 

Value of Farm Investments Managed 

In 1965 tOtal farm investments managed by the 124 farmers ranged (rom about 
$40,000 up to $416,000. By 1969 the range was from $66,000 to almost $751,000 (Ta
ble 8). 

TABLE 7 -- PERCENTAGE BREAKDOWN OF TOTAL FARM CAPITAL INVESTMENT MANAGED 
BY THE 124 FARMERS, BY FARM TYPE AND INVESTMENT ITEM, MISSOURI, 1965-1969 

1965 

Farm Capital Investment Items 

LandY 
Feed & Mach. & 

Farm Type in 1969 No. of Farms Total Livestock Supplies Equip. 

~ercent 

General 39 100.0 66.5 19.1 7.0 7.4 
Grain .......... _- ..... --........ 27 100.0 76.5 8.2 6.9 8. 4 
Grain-Hog ' ••.••••.••••• 6 100.0 72.5 12.0 7.0 8.5 
Hog .................. 11 100.0 61. 7 20.6 7.8 9.9 
Grain-Beef .••••• • •.•••. 10 100.0 67.5 17.3 7.5 7.7 
Beef .................. 6 100.0 68.3 19.3 5.6 6.8 
Dairy ••..•.•....••.•••• 22 100.0 65.3 17.9 5.9 10.9 
Mixed Livestock 3 100.0 58.8 23.8 6.9 10.5 

All Types •••••..•••• 124 100.0 68.8 15.9 6.9 8.4 

1969 

General ••••••.•.•••••• 39 100.0 64.7 20.1 6.9 8.3 
Grain ••••••.•.•.••• • •• 27 100.0 75.9 6.2 7.8 10.1 
Grain-Hog ••••.••..••••• 6 100.0 70.6 10.4 9.4 9.6 
Hog ................... 11 100.0 56.2 21.2 10.8 11.8 
Grain-Beef ............. 10 100.0 67.3 17.7 7.5 7.5 
Beef ................... 6 100.0 63.3 24.4 5.1 7.2 
Dairy ••••.••••••.•••.•• 22 100.0 64.8 18.1 6. 1 11.0 
Mixed Livestock ••.•••••• 3 100.0 58.1 22.4 8.2 11.3 

All Types .......... 124 100.0 67.4 15.9 7.3 9.4 

!I Farmers estimates of current market value of land operated (includes value of land owned 
end rented in; excludes value of land rented out). 
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TABLE 8 -- AMOUNTS OF FARM CAPITAL INVESTMENTS MANAGED BY THE 124 FARMERS, 
BY FARM TYPE AND INVESTMENT ITEM, MISSOURI, 1965-1969 

Farm Ca~ital Investment Items 

Total LandY Livestock Feed & Su~~l i es Mach. & Egui~. 
Farm Type in 1969 No. of Farms 1965 1969 1965 1969 1965 1969 1965 1969 1965 1969 

Dollar amount and percentage change --- Average per farm operator 

General 39 $169,959 243,271 113,028 157,488 32,522 48,852 11 ,922 16,698 12,487 20,233 
43.1 39.3 50 . 2 40.1 62.0 

Grain 27 187,177 287,619 143,206 218,225 15,274 17,850 13,020 22,411 15,677 29,133 
53 . 7 52.4 16.9 72.1 85.8 

Grain-H~ 6 163,444 183,050 118,500 129,154 19,641 19,127 11 ,396 17,141 13,907 17,628 
12. 0 9.0 -2.6 50.4 26.8 

Hog 11 132,526 171,691 81,707 96,509 27,350 36,398 10,402 18,497 13,067 20,287 
29.6 18.1 33.1 77.8 55.3 

\0 Grain-Beef 10 202,659 294,458 136,849 198,055 35,070 52,251 15,104 22,212 15, 636 21,940 
45 . 3 44.7 49.0 47.1 40.3 

Beef 6 179,864 258,155 122,772 163,350 34,697 62,912 10,175 13,325 12,220 18,568 
43.5 33.1 81.3 31.0 51.9 

Dairy 22 127,273 204,087 83,146 132,157 22,802 37,019 7,442 12,442 13,883 22,469 
60.4 58.9 62.4 67.2 61.8 

Mixed Livestock 3 85,708 116,172 50,401 67,542 20,361 26,016 5,918 9,540 9,028 13,074 
35.5 34.0 27.8 61.2 44.8 

-----------------------------------------------------------------------------------------------------------------------------------------
TOTAL 124 163,577 238,482 112,661 160,818 25,976 37,861 11,233 17,476 13,707 22,327 

45.8 42.7 45.8 55.6 62.9 
-----------------------------------------------------------------------------------------------------------------------------------------

Range 39,989 66,160 25,000 35,000 0 0 1,222 1,695 663 3,548 
to to to to to to to to to to 

$415,951 750,820 301,000 467,600 99,550 183,786 37,355 65,649 43,191 76,422 

!I Farmers' estimates of market value of land operated (includes value of land owned and rented in; excludes value of land rented out). 



The total farm capital investment managed by all of the farmers averaged $163,580 
in 1965 rising co $238,480 by 1969-an increase of almost 46 percent. II The value of 
land operated represented the largest investment item, but investment in machinery 
and equipment showed the highest percentage increase-nearly 63 percent. Apparently 
the farmers were increasing their mechanization so as co handle larger operations with 
about the same amount of labor. 

Among various fium types, those classified as grain-beef farms showed the highest 
average investment in 1969 ($294,460), with grain farms ranking next ($287,620) . 
Dairy farms showed the largest percentage increase in cotal investment during the five 
year period (60 percent) , apparently reflecting the trend toward larger but fewer dairy 
operations. 

Farm Earnings 

Various measures of the farmers' farm earnings are shown in Table 9. While the 
changes in scale of operations and capital investments discussed previously more nearly 
represented accumulative effects over the five year period, the earnings were for two 
specific years-1965 and 1969. The size of operation and the amounts of capital in
vestments are more nearly controlled by the farmer than are farm earnings. For exam
ple, the latter is affected greatly by weather, prices received, and prices paid in a spe
cific year-factors over which the farmer has little if any COntrol. 

Comparisons of the various measures of earnings for 1965 and 1969 showed a 
mixed pattern. For example, "Livescock Returns Above Feed Costs" for all 124 farms 
increased from an average of $15 ,420 in 1965 to $21,060 in 1969, and "Cash Balance" 
(cotal receipts minus cotal expenses) from $7,620 to $13,540. However, " Business 
Unit and Family Earnings" and "Percent Rerum to Capital and Management" showed 
a decrease apparently due mainly to smaller net gains in inventory values for 1969 
than for 1965. 

Summary 

This study of 124 larger than average-size Missouri farmers showed the changes 
occurring in the size of their operations between 1965 and 1969. While the amount 
(man-years) of labor used increased by only 1 percent, the work accomplished (PMWU) 
rose by 15 percent, probably due mainly to increased investment in mechanization. 
The value of their total production averaged approximately 13 percent higher in 1969 
than in 1965. The cotal land acreage operated by these farmers increased 15 percent 
and its value per acre increased an average of 24 percent from 1965 co 1969. 

"The increased investment value reflects a mixture of price inflation and real growth factors. It is 
difficult to measure exactly each factor separately because of unknown changes over time in asset 
quality as well as in quantity and price aspects. However, it is estimated that approximately half 
of the total increase may be attributed to price inflation-mainly in land values. (This estimate 
was based on holding land and livestock prices at their 1965 levels, with increased values due only 
to larger reporred acreages of land and larger estimated numbers of livestOck, as indicated by in
creases in the number of PMWU for livestock). 
lOFor definitions of terms used see pages 13-14. 
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TABLE 9 -- EARNINGS OF THE 124 FARMERS, MISSOURI, 1965-1969 

Average per Form Operation 

No. livestock Returns Net Change Business Unit & Percent Return !I 
Form Type in 1969 of Forms above Feed Costs of Inventory Cosh Balance Forni Iy Earnings to Cop. & Mgt. 

1965 1969 1965 1969 1965 1969 1965 1969 1965 1969 

------------------------------------ Dollars ------------- --- - -------------------- -----Percent-----

General 39 18,304 26,244 17, 165 5,171 7,561 18,131 26,694 26,583 13.5 8 . 2 

Groin 27 7, 120 6,194 16,361 4,557 9,221 13,658 27,639 21,577 12.7 4.8 

Groin-Hog 6 14,419 16,746 11 ,051 518 13,148 16,336 25 ,567 19,338 12.9 8. 5 

Hog 11 31,785 42,665 22,491 15, 132 10,261 13,373 34,713 30,762 23.7 14.7 

Groin-Beef 10 14,682 17,251 14,813 12,665 7,513 10,213 26,248 28,696 10.7 6.2 

Beef 6 16,526 17,163 16,505 20,404 4,071 -7,634 23,361 15,475 12.4 3.1 

Dairy 22 13,361 24,218 7,728 1,870 4,675 12,531 14,737 17,484 , 7.7 6.9 

Mixed livestock 3 10,136 13, 999 11 ,582 3,299 2,343 8,703 15,749 13,955 14.5 7.3 

---------------------------------------------- --------------------------------------------------------- ------------------------------- ---
All Types 124 15,424 21 ,055 15,135 6,406 7,621 13,541 24,973 23,226 12.9 

Note: See pages 13 and 14 for definitions of terms used. The decreases in "Percent Return to Capitol and Management"' and in " Business Unit and Forni Iy 
Earnings" for 1969 as compared with 1965 were due mainly to the smaller net increase in 1969 inventory va lue. 

!I Unweighted overages of the percentages computed for each operation. 
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The relative mix of farm capital investment items managed, as determined by a 
percentage breakdown of total investment into four major components (land, live
srock, machinery and equipment, and feed and supplies), had not changed greatly 
between 1965 and 1969. However, the actual amounts of the farm capital investmems 
managed had increased greatly. For example, the value of total investments managed 
by the 124 farmers rose from an average of $163,580 in 1965 to $238,480 in 1969-an 
increase of almost 46 percem. '3 Among their major investment items, machinery and 
equipment investment had increased the most-by nearly 63 percent. 

Most of the farms in this study were much larger than average for Missouri, and 
a beginning farmer likely would not be able to start with this size of operation, but 
could start smaller and grow. To acquire the larger operations, most young farmers 
probably will need to augment their own resources through the use of credit, rental, 
or leasing arrangements. However, greater farm earnings depend on favorable com
binations of price, yield, and management factors as well as on an increase in size of 
operation and capital invested.'4 

l3It is estimated that approximately half of this increase may be attributed to price inilation
mainly in land values. 
"The larger investments add more importance to estate planning by present owners if their farm 
businesses are to be transferred intact to the succeeding generation. For a discussion of this topic 
see Manual 68, Estate Planning for MisSf)uri Farmers, available at University Extension Centers. 
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Definitions of Terms 

1. Cash Balance: Total receipts minus total expenses (including interest paid) . 
2. Net Change of Inventory: The difference in value of the business unit assets 

except land at the beginning of the year and the end of the year. Land is omitted 
to minimize inflationary gains. It is the total of the four items: change of live
stock inventory, change of feed, seed, and supply inventory, change of machinery 
and equipment inventory, and change of building and improvement inventory. 

3. Business Unit and Family Earnings: The sum of the cash balance (Item 1) plus 
interest paid plus home used livestock and livestock products plus net change of 
inventory (Item 2) . 

4. Total Capital Managed: The market value of land and improvements reported 
at the end of the year plus one-half of the January 1 and one-half of the Decem
ber 31 inventory of livestock, feed, seed, and supplies, and machinery and equip
ment. 

5. Interest Allowance on Capital: Five percent times total capital managed (Item 
4). 

6. Return to Management: Business unit and family earnings (Item 3) minus the 
interest allowance on capital (Item 5), the value of unpaid family labor, and the 
value of operator labor. 

7. Return to Capital and Management: Interest allowance on capital (Item 5) plus 
return to management (Item 6). 

8. Percent Return to Capital and Management: Item 7 divided by Item 4, con
verted to percent (multiplied by 100). 

9. Total Land in Business Unit: Land owned plus land rented from other people 
minus land rented to other people. 

10. Total Value of all Production: Value of all open land production plus livestock 
returns above feed COSts plus custom work plus timber products. 

11. Value of All Livestock Production: Increase in livestock inventory plus home 
used products and sale of livestock and livestock products minus purchases of live
stock and livestock products. 

12. Livestock Returns Above Feed Costs: Value of all livestock production minus 
feed fed. 

13. Farm Types-determined by how the total production man work units (PMWU) 
of labor accomplished on the farm were distributed among different enterprises: 
A. Grain: (1) Less than 33 percent of the total PMWU in anyone type of ani

mal enterprise, and (2) 50 percent or more of total PMWU in grain, fiber, 
seed, and fruit crops (corn silage and grain sorghum silage included). 

B. Grain-animal (grain-hog, grain-beef, etc.): (1) 33 percent or more of tOtal 
PMWU in grain and cash crops, and (2) 33 percent or more of total PMWU 
in anyone rype of animal enterprise. 

C. Animal, one only (beef, dairy, hog, etc.) : (1) Less than 33 percent of total 
PMWU in grain and cash crops, and (2) 50 percent or more of total PMWU 
in anyone type of animal enterprise. 
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D. Mixed livestock (beef-hog, dairy-hog, etc.): (1) Less than 33 percent of total 
PMWU in grain and cash crops, (2) 33 to 49 percent of total PMWU in one 
type of animal enterprise, and (3) 33 to 49 percent of total PMWU in an
other type of animal enterprise. 

E. Genera!: Farms not classifying in any of the foregoing types of farms. 
14. Man Years of Labor: Months of hired labor reported plus monchs of family and 

farmer's labor, divided by 12, plus an allowance for labor provided by custom 
operators. 

15. Productive Man Work Units (PMWU): Measures of work accomplishments 
developed by assigning standard values to specific units of production, such as 
acres of crops and numbers of livestock, taking into account differing amounts of 
labor required for various types of enterprises. 
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