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AFTER WORLD WAR I—Many started farming
without planning in advance.

AFTER WORLD WAR II—Why not plan first

and farm longer?




FOREWORD

Individuals who are currently interested in locating on land in the country
may be divided into two groups:

(1) Those who wish to become established on an adequate, efficient farm
unit for the purpose of making their living from farming.

(2) Those who wish to locate on small acreages, primarily as a site for
a howe and as a place where some products may be produced to help meet
the family food needs. Persons in second group hawve or should have an
assured income either through savings or from outside employment.

This budletin has been prepared particularly to help the individual in the
istance in getting started in farming on a sound

first group who wishes a
basis and who plans to make farming his life work. After World War I,
many persons started farming without having considered all the factors of
sieccess and failure, with disastrous results. Following World War II, why
not plan first and farm longer?




THINGS TO CONSIDER

How Can I Get Started in Farming?

Showld I Buy a Farm?

Is Now the Time to Buy a Farm?

Where Shall 1 Buy a Farm?

Have | Owverlooked Anything About the Farm?
How Much Can I Afford to Pay for the Farm?
Will the Farm Provide Enough Productive Work?
What Income and Expense Can I Expect?

Howe Should the Farm be Financed?

General Principles of Successful Farming




Do I Want to Farm?

By CLYDE O. MAY*

Your ANsSWER to the question “Do T Want to Farm?" will ‘depend on your
desire to farm, and on your appraisal of the opportunit
as compared with other ways of making a living. It is the purpose of

s in farming

this bulletin to raise questions and to provide information for individuals
who may wish to farm. In addition, you will want to seck counsel from
those hest qualified to help vou, such as county agricultural agents, high
school agricultural teachers, and established farmers. Getting a good
start in a job is a big help toward making a good finish.

The following questions could well be considered by every person inter
ested in getting started in farming: “(1) Do [ have sufficient training and
knowledge of the farm business to make a go of it? (2) Shall I start as a
hired man or tenant?  (3) Showld I buy a farm? (4) Do I have enough

‘money?”

HOW CAN I GET STARTED IN FARMING!?

There are many ways of getting started in farming. The road that
may be best suited for one person may not be best for someone else.
The road best suited for an individual is largely determined by the
amount of money available along with the experience and managerial
ability of the individual.

1. Some different methods of getting started are:

(a) Work as a hired man

(b) Father-and-son or similar types of partnerships

{c) Rent a farm on a tenant one-third and landlord two-
thirds basis

(d) Rent a farm on a 50-50 crop and livestock share basis

(e) Rent a farm on a crop share basis

(f) Rent a farm on a tenant two-thirds and landlord one-

= third basis

(g) Rent a farm on a cash basis
(h) Buy some land and rent additional land

(i)  Buy an economical size farm unit

*In cooperation with other members of the Department of Farm Management,
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The statements in this list are arranged in the order of the amount
of capital, experience and managerial ability that would be required
to start farming,

Your county agricultural agent will be able to inform you as to the
possibilities of obtaining employment as a hired man and what to ex-
pect in the way of carnings. Your county agricultural agent will also
have copies of the various lease forms mentioned above. From these
lease forms and by comparisons with successful farms you can deter-
mine something as to the amount of capital required under the different
rental agreements,

Working as a hired man for a good farmer is an excellent way of
getting farm experience and becoming familiar with farm values. The
idea of working as a hired man, however, or of renting a farm may not
appeal to some persons, even though they may be lacking capital as

well as experience and managerial ability.

In some cases the terms on which money can be borrowed to finance
the purchase of a farm would make one feel that nothing but kindness
is back of the loans. However, a loan—even though on apparently
easy terms—to buy land and personal property at highly inflated prices

Fig. 1. A good farmstead in one of the good farming communities
of south-central Michigan,
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may cease to be kindness if the money has to be paid back when farm
products are selling on a lower price level.

It has seldom been sound business for a person with limited capital
and limited experience to buy a farm with the idea of paying for it
from farm earnings. ‘It is certainly not sound business to buy a farm
on that basis today. Thus, the other ways of getting started in farming
should be given considerable thought.

SHOULD 1 BUY A FARM?

Many persons have bought farms during recent months., Many more
people are interested in buying now. For those who are thinking of
buying a farm, perhaps they would find it of value to ask themselves
some questions, such as: “(1) Is now the time to buy a farm? (2) Where
shall T buy? (3) Have I overlooked some items about the farm? (4)
How much can [ afford to pay for the farm? (5) How much income
can I expect from my prospective farm? (6) Will the farm provide
enough work? (7) What is the best way to finance the purchase of
a farm?” These various questions are discussed in the following pages.

First, Some Personal Questions—You are one of a large group who
would like to buy a farm, but perhaps before buying there are a number of
f. For example:

questions you should ask yours

1. Have I had enough farm experience to operate a farm
of MY OWN? Lo

[

Would it be better for me to work for a good, experienced

Tt 1E 1 o G g e P R S S e R

3. Should I rent a farm until T gain more experience and
capital? L.iieevreneriirieiiiiian e O e e o

4. Am I sure I like farm work more than any other type of
WOTk D i e e R AR e S e e

5. Would I enjoy living on a farm more than any other

PlACE? L.ttt e e, ;
6. Has my wife ever lived ona farm? ............o0vnine
7. Does my wife enjoy farm work and farm life? ......... ..
8 Do I enjoy working in the fields alone? ................

0. Is my health and physical make-up such that I can do all

kinds of farm Work? ... ..oiriesssimnisaesniiis vy
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d start in farming,

Fig. 2. An abandoned farm, the result of an ill-adz

10. Do I have any likes or dislikes for any particular crops
or for any classes of livestock which would handicap my

chances for success in the community where | want to

farm?

1. Would my wife and 1 be satisfied with the rural school,
church and community for our family? ..............
Do T have enough money to buy and properly equip a
farm with machinery and livestock? (See item 5 on

2 o

IS NOW THE TIME TO BUY A FARM?

You are sure you would enjoy farm work and living on a farm, but
perhaps vou had better consider the business side of farming too. Eight
questions are presented in the following discussion of this topic. Answers
or at least partial answers to these questions will help much in vour

making an intelligent decision as to whether now is the time to buy

a farm.
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1. How much higher are land prices now than before the war?
a. Michigan land prices for March 1, 1944 were 47 percent higher
than for 1940,
b. Land prices are now at the same level as in 1918,
¢. Land prices reached their peak in 1920 at a price 15 percent
above the 1918 level (see Fig. 3, below).
d. The low point in land prices was in 1933 when prices were
52 percent of the 1920 peak price.
e. A farm bought in 1920 for $150 per acre could have been
bought for §78 per acre in 1933,
2. Has the price of farm products gone up as much as land prices?
a. The price of farm products for 1944 will average 100 per
cent higher, while land prices on March 1, 194, were 46
percent above 1939 prices.
b. Land prices do not fluctuate so much or as rapidly as farm
product prices.
c. Considering 1910-14 land prices as 100, land prices reached
a peak of 154 in 1920 and a low of 80 in 1933 while farm
product prices reached a peak of 218 in 1920 and a low of
64 in 1932.
3. How much higher are net farm earnings now than before the
war?
a. Net farm earnings have more than doubled on Michigan farms
since 1940.
b. For details relative to income and expenses on Michigan
farms for years with different price levels see Table 1, page 10.
T T T T
PERCENT 1|
001 _— 1 | ! -
“PRICE OF FARM PRODUCTS |
] ISP N R S USSR
- . I .
< “PRICE OF FARM | -
* LAND | |
100 b .
Wb f T
50 1
1910 1915 1920 1925 1930 1935 1940 1945

Fig.

3. Prices of farm products and prices of farm land in Michigan are following
a pattern in World War 1T stmilar to that in World War 1. (1910-14 = 100)
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4. How
at the present level?

ch longer can I reasonably expect farm earnings to stay

a. Farm product prices increased 8 percent and land prices went
up 15 percent during the 18 months following the close of

World War 1.

b. While prices were higher following World War I, net farm
earnings were lower because expenses increased more than

income,

c. It seems reasonable to expect relatively high prices for farm
products for a period following this war, but expenses also
will be hlgh The result will be lower net farm earnings even

though prices are higher,

TasLe 1—Farm carnings vary

reatly from year to year depending largely upon the prices

received for farm products. The figures in this table, taken )‘rt:m records of farm
accounting farms located thronghout Mic higan, show the earnings for a poor year
1932, a more or less average year 1940, and a very good year 1942,

|
Item | 1932

1940 1942

Number of farms.. .......... | 831 | 1,263 1,160
Total acres. . ... i ek ]56| 170 176
Tillable acres. ......... TG e e Fiwial 103 | 112 117

Income from— I
Crops...... R Vs $§ 219| § 8y S1.737
Dairy piuluut" A 3k acr 595 1,039 1,605
Cattle, T e S I N D e ey 0 418 703
Hogs. . o O T 90 207 648
l-‘nu]tr\' and LH,H R B F T P a s v | 170 | 269 4902
Sheep. : AT R AT S AT | 49 117 148
chbr................ G e " &0 169 | 193

!
GRross INCOME. . ......... Freit G $1,263 | 83,110 ) $5,520
Expense for—

Feedbought....................0........ — 155 278 590
Machinery R o e P D i e ] 274 344 497
Hired labor. . . R ke R | 130 270 384
Crop expense. . , G SR NN B 128 212 343
Family labor E e e e R S 139 22( 306
Improvements - e : - 162 141 168
Taxes. ... e e R i Dl e 160 | 78 | 82
Other, ...... e ‘ 61 | 98 | 111
TotaL EXPENSES | 81,209 | Sl 641 §2,481

|
Net Farm Income | 54 1,469 3,045
Interest at 5% | 649 | 682 742
ki \m;_n I\:m!l " 3 T | §—595 | $ 787 Q’ 303

|
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Should I pay much above the long-time earning value of a farm?
See also pages 16 and 18.

a. amount one might pay above the long-time earning value
farm [lR']Jl‘n([:\ on I]l]\\' [n.’-l'l'l_\' _\'L‘.'I.'I'.‘} 1II}[1\"\"'|'I| PE'I'I'I(I] L':'I.'I"I'l'l'l'lgh
continue.

Is. are now four vears nearer the end of higher earnings

than we were four years ago, even though the price of land
is nearly 50 percent higher.

c. If one is able to pay cash and buys at an inflated price he
will not likely encounter difficultics except to discover at a
future date he may not be worth so much as when he bought
the farm.

d. Even after the drop in land prices, however, he may dis
cover he is worth more than his neighbor who made other
types of investments,

C. 1"{;:. ‘F ."‘]'I.l}\\'.‘; ].hﬂ.l \\'hl‘!l |’z1.:|‘l1| i!l('l]l'll{'h lIT[I'p. |‘.'er|'| iill'('
closures increase. This situation was especially true on
heavily mortgaged farms,

I[f I do not buy a farm now, how much longer will it be before

land prices are lower than at present?

a. Following the close of World War T it was 1925 before land
prices were down to the same level as in 1918,

b, If prices of farm products go up following this war, land
prices will likely follow. It is questionable as to how long it
will be before land prices are down but they drop slower
than product prices.

Would I also have to pay inflated prices for livestock and machin-

ery needed to stock and equip the farm?

a. Livestock prices have doubled and in some cases more than
doubled since 1940,

b.  New machinery prices have only increased 10-15 percent since
1940 but they were already on a high price level.

c. Used machinery has been selling at inflated prices.

What are the prospects for a drop in the prices of livestock and

machinery?

a. A very drastic drop can be expected in the price of used
machinery as soon as new machinery becomes available, but
new machinery prices will likely be quite stable.

b, Livestock bought at present inflated prices will drop in price
very rapidly when the decline comes,

. When money is more plentiful and prices high there is often
a tendency to overlook the productive value of the animal and
pay a premium for looks and for the reputation of the breeder.
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2 T T T —1FORE
INCOME 1 | CLOSURES
BILLIONS [ PER 1000
i FARMS
15— — ; 30
L 'CASH FARM
‘ INCOME|
10 i A B 2
s | 10
“FORECLOSURES |
| |
' ' i
I | =L 1‘.
1910 1915 1920 1925 1930 1935 1940 1945
Fig. 4. When farm incomes drop, farm foreclosures rise especially on heavily mortgaged

You

but if 3

sider o

farms. The figures shown are for the United States.

WHERE SHALL 1 BUY A FARM!?

would like to locate near home or near some of your friends,

vour chances for success are better elsewhere you would con-

ther areas. Before selecting an area there are some things you

would like to know, |1umL‘|_\'-- -

1.

n

What in general is the nature and productivity of the land in
the different areas of Michigan?

What are the kinds of crops grown and the crop. yields in the
different areas (see Table 2)?

What are the principal classes of livestock found in different
areas and how do the returns compare (see Table 3)?

How do the net farm earnings for the different areas compare
for the ﬂ\'t‘-)'t‘;ll’ pvrinfl 1935-39 (see Table 4)7?

How much difference is there in the investment in a farm busi-
ness in these different areas?

The average mvestment as .\']hmn-l:‘\' farm records (the re-
sults of which are shown in Table 4) was $12.140 for the
vears 1935-39. This was for farms averaging 139 acres with
100 acres of tillable land. In type-of-farming Area 1, the

a.

average investment per farm was $16,172 for farms averag-
ing 185 acres in size with 136 acres tillable. In Area 14 the
investment per farm was $7460 for farms of 160 acres with
69 acres tillable.
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. To buy the real estate, livestock and machinery on the aver-
age farm, represented in this report, one would need approxi-
mately $18,000 to $20,000 under present day prices. In Area
1, $25.000 would be required whereas in Area 14, the average
amount would be about $12,000.

Those who have not definitely decided on where they would like to
start farming, may find the map on this page and the information in
Tables 2, 3, and 4 of interest. If a person has some preferences in regard
to the type of farming he wants to carry on, it will be to his advantage
to locate in the area where such a type of farming is best adapted. It
usually takes more than personal preference to change profitably the

type of farming in a community.

Arsa  [Eame

1. Corn snd Livestock

@. Ssall Gralne and Livestock
3. Scuthweetern Frult and Truck COrops
4. Foultry, Dairy and Truock Crope

S. Dalry and Jeneral Farming

6. Lalry and Cask Orops

7. Deiry, Ray, and Special Crope

B. Beans, Sugar Beets, and Dairy

¥. Cattle, Sheep, and Forage

10. Central Potato and Dmiry

11, Northern Fruit and Dairy
13. Northern Potato and Dairy

13. General, Self-Bufficing, and Part-Time
14. Cattle, Potatoes, and Self-Sufflolog
15. Cattle, Hay, and Spring Graino
16. Dairy and Fotatoes

17. Potatoes, Dairy. and Fart-Time

Fig, 5. The seventeen tvpe-of-farming arcas in Michigan.
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HAVE 1 OVERLOOKED ANYTHING ABOUT THE FARM?

You may wonder if you have overlooked any important items about
the farm you propose to purchase. Perhaps you had better check the
following list of questions:

1. Coes the community surrounding the farm appear gen-

erally prosperous? ...,
2. Ts the farm large enough so that I can do the usual type-
of-farming in the area and still make a living? ........ vyt

3. How long is the growing season and is the farm frosty? ...

-~

Have I taken into account the productivity of the soil? .. ...

o

Is the soil naturally fertile or is it difficult to maintain in
APEOQUCHIVEBRATET ..o s o s

6. Is the drainage good and if not how much will it cost to

properly drain the land? ... ... ... .. ... . .
7. How much. if any, lime is needed for growing alfalfa and
other legumes? .. ... ... .
8. Is water or wind erosion any problem? ...............

9. Are there enough noxious weeds to cause trouble? ... ...

10.  Are there enough stones to cause difficulties? ..........
11.  Are the buildings adequate or is the farm overbuilt?

12, Are the roofs and foundations in good repair? .......... ———_N
13. Are buildings wired for electricity? ...................

14, Is there a basement, furnace and other modern conven-
iences in the house? ... ... . . i

15, Is there one or more good wells that will provide suffi-
g
cient water forallneeds? ..., ... ivrevronnrinn. ..

17. How much will it cost to put farm in first class condition ?

18.  Are the market outlets good for the regular farm prod-

L 4 R AR

19, If I wanted to buy or rent additional land in this commu-
nity, what are the possibilities? ......................

20. How is the farm located as far as roads, schools and
churches are concerned? .............. ... u'iiiini..
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HOW MUCH CAN I AFFORD TO PAY FOR THE FARM?

You have often heard it said that farming is a mode of life. That
is a “high-sounding” statement, but the fact remains that it takes
money to pay the interest and principal of a loan. Farming, however,
is considered as a desirable mode of living by enough persons that they
are willing in many instances to bid up land prices above the long-time
productive earning value of the land. While you enjoy farming you
still want to think of it as a business. With that in mind, why not ask
vourself :

1. How much additional money will it take to buy machinery and
livestock to properly operate the farm?

a. Usually the investment in a complete farm business is two-
thirds in real estate and one-third in personal property. In
other words suppose a 160-acre farm is bought for $16,000
another $8,000 will be in machinery, livestock and feed when
the farm is well organized.

b, Tt should be remembered, however, that a person seldom
starts his first day of farming with a large farm all fully
equipped and stocked. Most farmers build up gradually, start-
ing as a farm boy to acquire experience, finances, stock and
equipment with which to farm.

2. How much is the farm worth which I have been consideri

a. Small farm businesses, say an $8,000 investment, must take
in enough gross income to equal the investment in three or,
preferably, fewer years, if a satisfactory income is to he
obtained.

h. Medinm-sized farm businesses where the investment in the
real estate, the machinery, livestock and feed represents
from $15,000 to $20,000, should take in a gross income sui-
ficient to equal the investment in 3% to 4} years if a reason-
able net income is to be obtained.

¢. Larger businesses—$40,000 or so—need not have quite so
rapid a turnover of capital—perhaps once every 5 years.

ind stocked, can

d. Ti the farm in question when fully equipped
5-39 prices (see

produce under average management and 19

Table 5) enough gross income to meet the above-mentioned
requirements it is likely priced within reason. Tf it cannot
meet those requirements it is likely priced above its actual
value.
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A method of computing the long-time productive value of
farms based on actual farm income and expense records is
shown at the bottom of Table 4 and also in Fig. 6. The in-
come and expense items are averages on farm accounting
farms for the 5-year period 1935-39. The reader should also
keep in mind that the productive values per acre of real
estate shown in Table 4 are for farm-accounting farms and
are undoubtedly higher than for the average farin in the
region,

For example, in Area 5, a family labor charge of $188 has been
dedvcted as a farm expense. The average net farm income
for 1935-39 was $1,703. Deducting an operator's yvearly wage
allowance of $720, the balance of $983 represents the returns
for the investment. The investment in personal farm prop-
erty was $4,699 and the interest charge at 5 percent would be
$235. When the $235 is deducted from $983 the remainder $748
represents the returns for the real estate. If this amount
were capitalized at a certain rate, say 5 percent, the result
would be $14,960 or the productive value of the farm.

If the $14,960 productive value of the farm is divided by 179,
the average number of acres per farm, a productive earning
value of $84 per acre is obtained for the real estate. If, how-
ever, the income accruing to the real estate were capitalized
at 6 percent instead of 5, the productive value per acre of
the real estate would be $70 an acre.

This discussion would indicate that under price relationships
which prevailed during 1935-39, if the farmer purchaser paid
more than $84 an acre for an average farm-accounting farm
in Area 5 (based on the 5-percent capitalization) either (1)
he should be buying a farm that is better than the average or
(2) he would be paying more than the farm is worth. In either
ase if he bought the farm without much of a down payment,
in order to pay for the farm in a reasonable time he would
have to do a better than average job of farming or else skimp
on his family expenditures.

The discussion in the preceding paragraphs does not mean
that all farm-accounting farms in Area 5 during 1935-39 had
an average productive value of $84 an acre, when capitalized
at 5 percent. Some farms would be worth more than $84 per
acre whereas some would be worth less because of differences
in land and improvements. Furthermore, if the farm-cost
price relationships in the future become more favorable than
they were during 1935-39 the productive value of the real
estate would be higher than that indicated in this discussion,
If the relationships were less favorable the value of the real
estate would he lower,
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™
FARM VALUE
PER ACRE
(DOLLARS)
138
[ARA S
17 1 e SO T SR R et
i
'
571 i
1
L}
1
i
30 H
1
i
!
i
1 1 1 1 1
0 240 480 720 960 1200
YEARLY ALLOWANCE FOR THE FARM OPERATOR (DOLLARS)
Fig. 6. After all expenses have been paid for rnp.urmlu a farm, the sum
that remaing is all that is lef for the operator's labor and for the
inzestmert in the farm business figure illustrates how the net returns
o] JJrr‘ aperator's labor and the veal estate. 1t also shows
value of real estate per acre. For example, if
in type- uf faruing J:.u 5 dur the 5-year period 1935-39, the farm paid
the operator §720 a year j‘m his labor and management .r.’un.:l .uu.fr." have
been left an 384 per c of farm land if sed al ! If
the farm tor were to recetve 3960 a vear for his wwork, the rarrur wvalue
wondd be §57 per acre
TaBLE S—Michigan farm prices for erops, livestock and livestock products, 1935-39.
| 1935-39
Item Item Average
Price
Corn Butterfat...... 1h. 8030
Wheat . Milk.... . owt, 1.73
(9, © . Bgps., .o doz. 21
Barley Hogs ewt. 8.56
Lambs cwt. 8.50
Wool 1b. .26
Beef cattle........... cwt. 6.52
Veal calves, ... cwt, 9.42

Apples
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3. How can I determine the earnings from a farm?

a. lLong-time earnings are determined by applying long-time
average prices to average production and then deducting
average expenses. Information in Tables 2, 3 and 4 should be
helpful when determining income and expenses on the farm
yvou contemplate purchasing.

b. Table 5 shows the 1935-39 average Michigan farm prices for
crops, livestock and livestock products

c. On this page ene can use Table 6 to make some calculations
as to possible income and expenses on the prospective farm
using 1935-39 average prices.

TawvLe 6—Income and cxpenses which I can expect fram my prospective farm.

INCOME
Croprs SoLp Units | Price Total Value
s Is
| |
|
LIVESTOCK
Dairy products. ... ; . |
Cattle sales. . . ....., . H
Lambs R AR o
Wool o5 |
Hogs.
Bggs. .o N B e R !
Poultry i o .
Other income AN R i
|
TOTAL FARM INCOME. 3 PR PUTA |
EXPENSES
Feed it BT oL J 2 Building repairs .I8
Hired labor. | . L Fence repai il

Machinery repairs s ‘ Insurance. . . ... .

Car expense, . o]
Truck expense. )
Tractor expense |

R er it i Tel h]:hnm'
[‘hrnhmg - Others. . ...
Combining . ., Building denLul\nn

}Ll]m;, &

Corn pn]\mg

Silo filling........
Spravs

| Machinery |l< pls ciation
Fami

rage_year. How much of a
years?

*This is amount available for interest and principal payments in

debt load will this income keep current and pay for the farm in 20 to 3




22 Micnicay Extexsion Buiierin 267

1S MY JOB BIG ENOUGH!?

You have heard it said that some farms provide enough productive
work to make possible an income while other farms do not. How much
productive work should a farm provide in order to have possibilitics
for success?

.\ Ccer
factory living can be obtained from a farm business although work in

How can the amount of work be measured?

n amount of productive work is necessary before a satis-

itself does not necessarily insure a good income, Farms of 80 tillable
acres should be organized to provide 4 to 5 productive man work units
per tillable acre before reasonable income should be expected. Larger
farms of, say, 160 tillable acres or more, can do a satisfactory business
with 3 to 4 work units per acre. A farm that provides a total of only
250 or so work units seldom has a chance for producing an income with
much debt-paying ability.

The amount of work provided by erops and livestock can be 1I1l’.l‘~lllt’li
by productive man work units. A productive man work unit is the
amount of productive work the average man, with average labor

efficiency, will accomplish in a ten-hour day. Table 7 provides a con-
venient form for determining productive man work units.
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Tane 7—How much productive work will my prospective farm provide?

| Productive man
Cror | Acres work units
| | Per acre I l.SJ|d]
Grat !
Corn for silage 2.5
Corn for graif. .\ viscoessas s 3.0
Oats A e A R e e | 1.0
Barley................. - | | 1.0
bl AR R Rt S Mt | 1.0
Soybeans | 1.5
|
|
Hav:
Alfalfa I]nr u:l!m,\,J | o
Clover. | N
Mixed. ....... | o ¢
OTHER: | |
Beans.............. T | 2.5
Potatoes (table stock)..................... | 6.0
Potatoes (certified) S S e | i 9.0
Sugar beets (all labor). . ... .. .. .. wienine] 10.5
Sugar beets (contract labor L\Lludt Bl | 3.0
Alfalfa or clover seed........... FleRlopon st SRR 1.0
Summer fallow. . .. | W |
Cabbage . R A T e e s e | 12
Snap or string beans . ] 15
Tomatoes . : | 12
POTAL i vt ss i TS st s
Productive man
| : .
LIVESTOCK No. of head |_ . ___“"rk_“f'_‘t__ A
e
[chlrl ‘ Total
s e = S | By
]Jd:r\ua\\\..........._._______________| 15.0 |
Beef cows 3.0
Mature bulls. . - | 10.0
ors, calves or bulls unulf'r 2 years. 3.0
urnlht'ult‘]l to fatten 2.0
........ 4.0
s (mature and 0.5
; o 0.1
........... | 0.1
|
Brood sow or boar....ov.cersoirrvnssss ! At
Hogs raised to 200 poun T | 0.5
|
. ‘ 18 |
‘ .05
[ 03
| 20 |
[

TOTAL
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METHODS OF FINANCING AND CAPITAL NEEDED TO BUY

AND EQUIP A FARM

You realize that there are many ways to finance the purchase of

a farm when one doesn't have sufficient cash, but you have some ques-

tions about eredit for buying a farm:

[ S%]

How much can [ safely go in debt for a farm at present prices?

a. An experienced man might safely consider going in debt for
50 percent of the purchase price of a farm at present prices,
but an inexperienced man should have more cash and not go
in debt 50 percent.

b. Going in debt 50 percent on present prices of land means
going in debt for 75 percent of the 1940 price.

¢.  One should also have sufficient cash to pay for 50 to 75 per-
cent of all personal property such as machinery and livestock,

I can get an individual to take the mortgage for a 4-percent

interest rate. Is this a good deal?

a. If the loan is relatively large one might question borrowing
from an individual especially if there is no amortization or
long-time plan involved. Sometimes the unforeseen hap-
pens, the individual may die, and his heirs demand a settle-
ment which may cause difficulty.

b. Individual loans could be made to take care of amortization
and other features, but usually aren’t.

I can get a loan from various sources but they are only for a

3- to 5-year period, but the interest rate is reasonable. Would

this be satisfactory?

a. Records show that very few farms are paid for during a 3-
to S-year period. It is risky business to take a short-time
loan on a farm. When the loan comes due and isn't paid the
mortgage holder may foreclose if yvou are unable to get a
new loan elsewhere.

[ could get a loan for a 20- to 30-vear period with an amortization

payment plan and reasonable interest. Would such a loan be

advisable?

a. This type of loan is best adapted to a farmer’s needs.

h. This type loan can be paid off much faster if it is possible to
da so,

The buildings and fences need considerable repair. Should money

to finance repairs be included in a long or a short term loan?

a. It would be highly advisable to include repairs and needed
drainage in the long-time loan. It will take extra money to
get started, and incomes are usually not too high the first
vears when getting established. One should not handicap
operating capital by trving to pay repairs out of current
earnings.




[
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Fig. 7. Many persons have losi their life savings and the results of many vears of
hard wwork in trying to get established in farming on a farm where conditions are not
siitable for financtal success,

GENERAL PRINCIPLES OF SUCCESSFUL FARMING

1. Small farm businesses of about $8,000 investment must take in
cnough gross income to equal the investment in 3 or fewer vears,
il a h;lli\l_:u'lm"\' income is to be obtained.

2. Medium-sized farm businesses with investments of about $15,000
should take in enough gross income to equal the investment each
314 to 444 vears if a reasonable income is to be obtained.

Large farm businesses of $40,000 or so may have a desirable in-

¥}

come with a slower rate of turnover of the investment—say 3
This would require an annual gross income of $8,000 and

4. Most farms of 80 tillable acres should provide 4 to 5 productive
man work units per tillable acre in order to produce a sufficient
volue of business to be profitable.

Farms that will produce high yields of high-valued crops, or farms

n

with high livestock production and good markets may be able to
s than indicated

operate with a few less productive man work w
ahove.
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Larger farms may be profitable with less productive man work
units per tillable acre than the 80-acre farms. Usually 3 or 4 work
units per tillable acre would be sufficient to make possible a satis-
factory income on the larger farms.

Relatively small farms intensively operated will provide as large
an income as farms twice as large handled on an extensive basis—
such as 5 productive man work units per acre on the 80-acre farm
compared with 274 on the 160-acre farms,

The true test of a soil is the crop yields it will produce in the most
adverse years.

The debt-paying ability of a farm declines rapidly as one leaves
the good grades of soil.

Good management is important, but its reward is diminished by
a poor soil.

Farmers who are poor managers have about the same income,
regardless of the quality of soil they farm.

From an economic viewpoint, the nature and productivity of a soil
are not enough to consider when thinking of soils. The value of
the crops that can be grown on a soil, and location with respect
to markets for the crops as cash crops or for livestock and live-
stock products must also be considered.

There is a close relationship between crop yields and labor incomes.
Crop vields 25 percent below average will tend to produce labor
incomes 50 percent below average.

Crop yields 25 percent above average will tend to return labor
incomes 50 percent above average.

Most farms with crop yields 25 percent below average have prac-
tically no debt-paying ability.

Kinds of crops grown are important, but in general they are not

so important for farms in the same area as differences in crop yields.

Farm businesses that are diversified tend to have higher labor in-
comes than those depending on only one or two sources of income.
Specialization has a place where one enterprise has a great advan-
tage over any other possible competing enterprise.

When selecting the classes of livestock to handle, select the classes
that will utilize most efficiently the most scarce of the following:

labor, feed, and capital,
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On small farms where feed and capital are relatively scarce, the
more intensive classes of livestock such as dairy cows and poultry
will provide better incomes than will the extensive classes of

livestock.

Large farms may be farmed more extensively; thus the more ex-

tensive classes of livestock, such as beef breeding herds, sheep

breeding flocks, feeder cattle, feeder sheep and hogs may find a
I )

place.

In most arcas of Michigan, the farms that are more heavily stocked

tend to have the higher labor incomes.

Differences in production per cow, sow, ewe, and hen are respon
sible for more variations in labor incomes than are the differences
in the amounts of livestock on many farms,

Man labor at hired wage rates accounts for 40 to 50 percent of the
total farm expenses; thus labor efficiency is closely associated
with labor incomes.

Ine

sed use of machinery may increase labor cfficiency, but it
irequently does not since the amount of work provided is not
changed and the number of men to handle the work remains un-
changed on many farms.

Increased efficiency in the use of buildings is possible on many
farms. In general, there is no relationship between the invest-
ment in buildings and labor incomes on farms in most areas of
Michigan.
Higher-than-average crop expenses, resulting from good crop
production practices, will not cause a farmer to “go broke”.

all of the available resources

A business so balanced as to utiliz
most efficiently and a business adapted to the abilities and skills
of the farmer is the one that will succeed.

The successful farmers are those who do the ordinary things extra-
ordinarily well.







