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COSTS AND RETURNS TO MOUNTAIN TYPE CATTLE
RANCHES IN CENTRAL IDAHO, 19GO

A new University rescarch project scoeln Lo obilodn tnfor-

~

mation 2n the coscis and returns of cattle ronches in central

Idaho, A busincess analysis of these ranches will help 211 cottloe-

men In Idaho Lo plan and organize thelr businesses oo mozione

profit. It will also help them to decide mere wisely what ccurse

)

to follow in meeting continually changing price, wenther, one
feed supply situations. The increasing size and complezi y of
cattle ranching operations make it‘essential that business-
monagement decisions be carefully wmade. Information provided b
this'sfudy will assist the randhor In making hio decizions,

This progress report of tHe first year's resulls ils pre-
péred primarily for-the 24 rgnchcrs who coopérated cn thic ooudr.
It is exploratopy in form and may be considerably altered 1

ifuture years of the nroject.

A1l of these ranches are located in ihe mounteain velleys in

have spring renge from about May 1 to Junc 1 on Bureeu oi Lznd
Management permits in the foothills. Summer ronge o about June
1 £o October 1 is at the higher elévations under Foresﬁ sService
grazing privileges, -Pastupe and nay ;rhermntﬁ Oy Ll fome rornh
will typically rrovide grazing in tﬁe fall wntll Junuary firox
later. F?om Jﬁnuafy‘through April, nsy is fed. Even in the winver
perlod, o poart of the ranches have wintor pasture that proviaes

up to oﬁeihalf thheir feed requirements. The light snow cover

unsually makes 11 possible to eblaln some winter pactiice ononoeny -
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ranches. Most ranchers estimate the winter hay. requirement at

from one ton to one and-one-hall tons per heed.

S 0f the 24 ranches that furnished information on their

business, 13 are of-the cow-calfl classification, 4 arc cow-yaear-

“ling, and 7 sell both calves and yearlingo. They range in slze

w2l

Tfrom 98 to 975 onimal unlts.  The average size 1s 335 onimal units,
Stated in number of cows, the average cize 1o 241 cows, and
range 1s from 82 to 709 cows. Classified as to size, ! of the

ranches are small,; with less Lhan 150 animal unite, 11 arc of

medium size with 150 to 300 animal units, and 9 are large with 00

“in this study. .  .' - ,_l

or more animal units. 'Throughoﬁt the report, these shall be. re-

ferred to as small, wmedium, and large rancheu. In the beUfC Ve

hope .to 1nclude more small rariches and more cow- yearllng ranches

1]

ranches are Wnclueed,

Since small numbers of both types of
. . N 1

the averages for these classifications are somewhat questlonqble

The averages for the 2L ranches do not represent ‘the returns £o

the average cattle ranch in the area. More large ranches arg in-
cluded in the group Lhan are Found Lyp1ca1]y, and superior mﬂn—

‘agement skills are used by the 1nd1v1dual operators. The returns
il

.

are, therefore, those for somewhat larger ranches than avercde

.

with superior. management ablllty
b ]

In,this.report,hthe averages for the 24 ranches are shown

together with those for the 5 ranches with the highest and the 5
ranches with the lowest returns. The terms "five-high" and "five-

‘low" shall be used to designate these hipgh and low groups of

ranches. They include the same ranches throughout the report.

The first column in the tables consists of blank lines, and figures
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written on thesé lines are thoseAfor the individue]‘farmer Lo
whom this vepert is reotornad.
Throushour “he repcﬁx, we meassres of peturn are given
Tﬁese are;

1. Net Cash Income, the cash income less cash expences

excepl lntorest. This is avallable to the operator Lo cover
living,expenses,‘income tax payments, interest payments, savings
aﬁd investment, and deﬁreeiation and other'invehtory'change.
This is income available to the operator but is not the true

. earnings of the ranch,

2. Return to Capital in-ﬁeal'tstate and to the Operator's
l'»Lgééﬁ, the residuai aftef‘eharges hsve been made for all other
item of cost exoept operator s 1ab0r and 1nterest on- the reﬂl
estate lnvestment Assuming a charge for eltner operator S
labor or for 1nterest on capltal 1n real es tete is dlfficult
slnce the return to;theue-two resourees varies With the profit-
A _ableﬁess of the.besihess;r Operatortsilabor and interest on real
B estate ca§ita1 are.feelly fesidual ciaimants. They get what.is
1eftt This measure of Petufﬁ therefore omits any charge for
either item. | ,
QT- '_ The tandard of comtarluon for the 1nd1vidua1 ranches is

this second measure of return The ”flve—hlg " and the ”flve—‘
low -are those that are hlghest and 1Jwest in the return to

; capital in real estate and to operator's 1abor'i Cooperatlng'
- ranches recelved an average of $4 9“2 as a return for capital in
-:real estate and for the. operator s 1abor in 1960 The range in

return 1s .shown by the difference between the "five-high", who

average $12,679 and the "five-low" who lacked $1141 of having any
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R .

feturn for their labor and for the Capital in real estate., The
total difference 1n return between these two groups amocunts %o
almost '$111,ooo. |

At present prices of cattle ranches, thc:average operator
1s receiving low return for_his labor and for his capital in land
and grazing riphts. Rancﬁeé of adequate size with a high cegroe
ol mnnnnoment-nkjll do recoivé a moderate rveturn for thcse re-
sources, aS is shown by Lhe'retﬁrps to the "five-high'., A
separation of the feturnﬂ to operator!'s labof and to caplizl in
real estate is made on an arbitrary basis on page 21.

In caleulating the return to capital in real estate and o
‘operator's labor, costs or chérges include (1) all éash farm ex-
'penses; (2)-debreciaﬁion on machinefy, buildings, and improve-

ments, (3) decrease in inventory values of livestock, crops, and

csupplies, (4) interest at five percent on the value of livestock,

@achinery; erops, and suppliés, and (5) tbesvalue of family lahbor
other than operatof'at hired manFsrwéges.' Where- several brothers
operate a ranch together{ wages Tor all bul one brother afe_in—
cluded in family labor other than operator. In this way, cll1 o

the ranches are shown with the returns to a single operator. As

“-stated previously, interest pald is not included in cash farm eox-

penses, Instead, interest on the average value of livestock,

¥

~machinery, crops and supplies is included as an assumed charge,,

but no charge is made for interest on the.valué of real estate.

This puts all the Tfarms on the same bagsis for interest charge.
Ineome 1Tteme Incelude cash Farm Inecome md any dnciceanc i
“inventory value of livestock, crops, and supplies, Titereancs in

inventory value mostly represent animals or crops thatl were
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carried over rather than sold. In contrast, decreases in in-
ventory value represent sales in excess of the prdduction of the
;year. If an increase in inventory value of livestock is shown.
under iﬁcomé, there will.of course nbt be any decrease under ex-
- penses. Likéwise, il a decrease in inﬁentory value of crops énd
supplies dppears under expenses, no enéry will be féund for in-
crease in invcntofy value under incbﬁe.

Further detdiiroh methods used in preparing this report and

.o

delinitions of terms used are given in the appendix on papges e, 2

and 26,
Data pﬁesentéd in this prbgress-report include the follow-
flng material for the EM ranches.- |

Slze and capital investment
" Incomes and couts,per ranch.

Incomes .and costs per-animal unit
Incomes and costs per cow.
. Tactors affecting returns. o -
Theomes and costs by size of ranch.
-~ Incomes and costs by type of ranch.

~OWR W N

Figures are shown both per animal unit and per cow, since

there is some question as to which is the best measure. Cattle-

men usually find figures on a per cow basls tc be more meaningfui.

On the other hand, the animal unit 1is & better measure of size

- where cow-call and cow-yearling operations are contrasted.

STZE OF RANCHES

“Your Average of Average Average

: Ranch 2!l Ranches of 5 High. of 5 Low
Number ol cows . a ; 241 he1l 186

Number of animal units 331 636 2473

Ds
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SUMMARY OF CAPITAL INVESTMENT

Livestock L $56,745 - 109,455 43,514
Machinery and power 14,397 20,478 14,238
" Crops and supplies 8,781 15,756 6,965
Total Capital Investment :

Other than Real Estate 79,923 149,669 64,717
Land and Grazing Rights

at $250 per A.U. of '

carrying capacity 82,734 159,025 60,756

Total Capital Investmentr_ 162,657 308,694 125,467

| The value used for land and grazing rights is $250 per
animal unit of cérrying capacity. This i% a. conservative figuré
thaf ranchérs say can be used as a long-run value, Szles of
~cattle ranches are currently being made at higher values than
“this. Prices ranging from $300 to-$600 per animal unit and even
higher are quoted.

Tﬁe averagé_tqtalliﬁvestment of these~faﬁches is over

$160,00050 the capital required for an opération of this type
is considerable. Note that the "five-high" hadrélmost'twiée the
'cabital iﬁvesémeﬁtiof the average raﬁch, while the ”five;lcw” hed

an investment of less than the average of the. group.
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TOTAL INCOMES AND

-7 -

TOTAL COSTS PER RANCH,

1960

‘Income

Calves sold....... e
- Yearlings sold..........
Cows SO01G. .. ieennnins
Bulls sold...... ...
Other livestoclk or llve-

stocelk products. . e,
CTOPS . v v o s v v s e as s e
Work off the Tarm........
Miscellaneous income. ...

TOTAL CASH INCOME (1).

Increase in inv. value
- of l1livestock. e e
Increase in inv value

of crops and supplles.

GROSS INCOME (2)..1...

'Cash Operating Expenses_-

o Peed. ... .0l beiae
" QGrazing Tees and
. pasture. rent...... e
Crop expense- (bales .-
ties, seed,
crop chemlecals)...:...
Repairs for machinery...
Repairs for buildings
ond improvements......
Fuel for farm use.......
" Custom work hired...... .
-Farm share of auto
.- EeXpense........ dah e
" Livestock bought..... AN
Livestock expense..
Taxes on real estate
" and personal property
CINBUPANCE, s i e e e
. Telephone and electric-.
C ity (farm share)....,.
Water assessment,
Oiher CXPENSEC, . v v s s e

oooooo

" TOTAL CASH OPERATING
EXPENSES (3)........

Your

fertilizer,

Average of Average of = Average of
Ranch 24 ranches 5 high 5 low
$- 3 $
14, 800 28,843 11,044
: 7,193 13,661 3,766
. 3,728 8,252 3,111
' 6O 1,281 Let
_ 718 oot 051
: 137 376 U
- - 48 e 0]
R 183 281 11
o e27,b11 52,923 . 19,459
_ - _'1,551 -=
Go7 1,655 . 650
. 28,018 56,129, 20,149
L3085 6,528 2,850
I 421 6,580 649
‘ | U7 1,250 635
710 - 898 151
1,218 2,277 1,429
. h86 1,176 206
e 1,261 2,252 &ol
- 332 75G 105
| ko3 519 314
1,890 3,078 2,848
: e 609 200
L, 156 2,581 1,161
; o3 i3k 353
— 7" 254 397 221
L 3] 48 - 83
236 500 o7
15,364 29,886 12,327
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TOTAT, TNCOMES AND TOTAL COSTS PER RANCH, 1960 (cont.)

Your

~ carrying capaclty...

Average of Average of  Averege of
Ranch 24 ranches 5 high 5 lov
o 5 5 3
Depreciation on _
MACHINETY . v v v v v v vns 1,727 2,671 1,646
Depreciation on bldgs. T -
and improvements..... THG 1,160 neY
- Decrense in inv. value _
of iivestock...... S 491 - o el
Decrease in inv. value
of crops and
supplies..... .o - -- -
Interest on value- of
livestock, machinery,
crops and supplies -
@ BB vsviennnnens 3,996 7,083 2,236
Value of fqmlly labor
. other than operator.. 732 2,2 50 230
~ TOTAL EXPENSES (4).. 23,076 I3, 450 21,290
Measures of Return
NET CASH INCOME'( )y - :
) P 2 12,047 23,037 7,132
RETURN. 'TO- CAPITAL IN. '
REAL ESTATE AND TO .
OPERATOR'S LABOR . ' A
(2) - ()i h,9l2 12,679 -1,141
CAPITAL INVESTMENT IN
REAL ESTATE ($250
value per A.U. of
) 82,73k 159,025 60,750
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INCOMES AND COSTS PER ANIMAL UNIT, }960
, . Your Average of* Average of  Average of
Incomes - -~ - Ranch 24 ranches 5 high 5 1ow
Cattle sold........... ‘ - 79.55 81.81 75.54
Other livestock and T ) ,
livestock products. ' 2,17 0.36 i, 08
CroODS v vt va v onnns 0.41 : 0.59 0
. Work off the farm..... 0.1 0 , 0
Miscellancous income., 0.55 0.0 .46
" TOTAL CASH-INCOME (1) . 82.83 85,20 56 GF
Increase in inv. value . S
of livestock...... e _ ~— 2, hh --
Increase in inv. : R . .
value of crops and S ‘
aupplies..,......... . 1.83 2.60 2ol
GROSS INCOME (2) o . 84,66 88.24 £2,92
-Cash Operatlng Expenueu
Hired labor ........ o - 9,23, 10.26 11,65 -
CFEed. . i e L ;7.32 10,34 2.67
‘Grazing fees and : R - o
- pasture rent........ : 2.56 '1.97 2.61
i Crop expense..... e - R R T I 1.86
Repalrs for wachinery. - 3.68 .3.58 5,88
Repairs for buildings o S ,
and lmprovements. ... . 147 1.85 0.85
Fuel for farm use..... - 3.81 3.54 2.31
. Custom work hired,..... 1.00 1.19 0.473
:© Farm share of auto o '
EXPENSE. i 1.22 0.81 1.29
Livestock bought...... - 5.71 Iy, 84 11.72
Livestock expense..., o -1.33 0.96 0.6 .
Taxes on real estate ' ' :
and personal property I, 40 - 4,06 4L T7E
Lo Insurance. ..., eeees . ©0.98 0.68 1.45
Telephone and eléctric- '
ity (farm share).. 0.77 0,62 0.91
Water assessment...... - 0.09 -0.08 0.34
0.79 0.11

: ’i Other expenses,....... .0.71
"1 TOTAL CASH OPERATING -
. EXPENSES (3)....:. _ - he.be

I~
(@)
\J1
(@]
-3
o
LY
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INCQMES AND COSTS PER ANIMAL UNIT, 1960 (cont.)

. Your Average of Average of Average of

‘Rench 24 ranches 5 high 5 iow
- Depreciation on ‘
machinery, .......... 5,22 : 4,20 6.77
Depreciation on bldgs. ' ' ' ‘
- and improvements.... A . 2.32 . 1.82 2,17
Decrease in 1Inv, value _
of livestock........ 1,48 -= 13,68
Decrease in inv, value : '
ol crops ond supplleo - ‘ _— -
Interest on value of ’
livestock, machinery,
crops, and.supplies ' :
@ 5% ., v s - 12.08 . 11.76 : 13.3
Value of family laboyr , ‘ : '
other than operator. 2.2 3.54 C.45
TOTAL EXPENSES (4).. : 69.73 - 68,30 . 87,61
Measures ol Return
' NET CASH INCOME (1) - o ' o -
............ vl - 36.41 36.22 © 29,36

RETURN TO GAPITAL IN
' REAL ESTATE AND TO | o

. OPERATOR'S LABOR o
(2) - (4 ) .......... . Coo14.,93 00 19,94 ‘ -, 60

CAPITAL INVESTMENT IN
REAL ESTATE ($250

value per A.U, of . . -

carrying capacity.. ' 250 - 250 . 250
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INCOMES AND COSTS PER COW,

+ Your

Average of Avefage of - Average of

1960.

EXPENSLS (3).....0

‘Income ‘ Ranch 24 ranches 5 high 5 low
Cattle sold......... s 109,40 112.81 QF, 4z
Other livestock and ' i ' .
livestock products,, 2.98 0.49 5.21
Crops. ..o vviinnvn s 0.57 G. 82 O

Work off the farm..,. 0.20 . 0 O

Miscellaneous lncome, . 0.76 0.61 - 0,60
TOTAL CASH INCOME (1) = 113.91 114,73 16,30

"Increase in inv. value
of livestock........ - 3.36 -

Increase .in inv. value .

. of crops and % _ :
~supplies,..... N 2.52 T 3.59 .70
GROSS INCOME (2).... | 116. 43 121,68 108, 04

Cash Operatihg Expenses -

Hired labor ........ . ' 12,69 14,15 215,18
Feed....... St 10,06 14.26 T 3,48
" Grazing fees and _ o : o _

~ - pasture reht...... .. S 3.52 .-2;71 340
"Crop exXpense., ..., ... 2,95 1.95 o, hp

Repairs for wachinery. — - 5.06 Lol . 7.66

Repairs Tor bldgs. and - A coe

“improvements.. ..., 2,02 L 2.55 1.11.

Fuel for farm use..... - 5,24 4,88 4,31

Custom work hired..... 1.38 1.64 0.56

Farm share of auto - T
exXpense......... . 1.67 1,12 1.68

Livestock bought...... .86 6.67 15.27.

Livestock expense..... . 1.83 1.32 1.12

Taxes on real estate . ' '

<. and personal ' .
S property. ... - 6.05 5.60° 6.23
T INBUrANCE . v e v oy 1.35 0. 94 1.89

Telephone and electr10~ ' _

N ity (farm share),, ' 1.05 - 0.86 1.19

- Water assessment...... | 0.13 0.10 0.4l

: Otler e\pcnse%..;..,.;‘ B 0.98 1.08 0.15
TOTAL CASH OPERATING - _ . _ :

L 63.85 oh. 77 66,09




IHCOMES AND COSTS

Depreclation on
machinery...........

DPepreciation on bldFu.
and improvements.

Decrease in inv, value

of livestock........

_Decrease in inv. value
of crops and ;
supplies,.... e .
- Interest on value of

livestock, machinery,

-erops oand supplies
@ BH
Value of family labor
other than operator.

TOTAL EXPENSES (#)..

Measure of Return

'”NE?-CASHINCOME (1) -
3o e '
RETURN TO CAPITAL IN
REAL ESTATE AND T0
- OPERATOR'S LABOR -

:(g)_- (u) ...... ‘i

- CAPITAL INVESTMENT IN
REAL ESTATE ($250
valuc per AV, of

carrying capacity.

12 -

PER -COW, 1960 (cont.)

, Your Averagé of"  Average of Average of
Ranch 24 ranches 5 high 5 low.

7.7 5.79 8.83
3.18 2.52 2,83
L 2.0l - 17.82
16.61 16,22 17.35
3.0l 4,88 E 1.23
95,89 - 9h.18 114,15
. 50.06°  T49.96 38.25
o 20.50 27,50 _6.11
344 345 326




Factors Affecting Returns

Factors affecting‘return are listed as size factors, crgan-

;ization'factors, rate of production_factdrs, efficiency factors

and marketing efficiency factors. Again these are shovn the

average of the group, for the "five high" and for the "five low"

ol

Your Averape of Average of  Averoge
Siae Pﬁofgi: Raneh 20 ranchesn SR TEN AL 5 Tow
No.,of animal units,.. . 331 636 283
No. of cows.......vvuun. 243 461 186
Total capital investiment . , _ .
($250,00 valuc per . o
AU oo 162,657 308,694 125,467
NO. OF WMeN..uviivreenene.s 2.2 3.0 - 1.9
Organization Factors
- Animal unit months of
outside feed (BIM & R
. FS) + rented pasture. - 1045 . . 1851 . 706
Animal‘unit'months.off : AR RS _

-+ .. outside feed per cow.. ' = 3 R 3.8
. Per cent of year on out— T B Lok '
U side feed..f..,......;_ L 37 - 37 he
. Per cent of gross in- -~ - o - :

© 7 rcomeé from cattle.... .. _ 96 - 98 gl
7 Per cent of ‘cow herd SR A an

'~ sold during the year.. 11 - 12 13
Rate of Production Factors :
Per cent calfl crop...... 69 89 87
Pounds of beefl produced : _ _ ‘
c PCY COW, . vvvsunns e 479 508
. Average welght per cali = ==
o 801d. e e b2 U455 k09
"Average weight per e
© yearling sold......... . (S5 589 £13
. Average welght per cow T e T T e R
RN - Yo )i V< DU 1 098 1,108 1,092
E .Average welght per bull * - . e
SOld NI IR L L 1)“56 1,”65 1:376




Y

Factors Affecting

Efficieggz_ﬁactors

Total capital investment

per cou

Rezal estate...........
Personal property.....
Total . o oo iee .
No. of cows per mon....
Groso income Ner COw, ...
Toilal expenses per cow,.,

Return to capital in
real ecstate and to
operators labor per

Marketing Efficiency

Average selling pricé

per cwt. calves.......

Average selling price
per - -cwli., yearlings.
Average selling price

per cwt., CoOWS. ... v...

hverape selling prilee.

per cwi. bulls........

Returns {eont,)

L

Your  Average of” Averagé of  Averape of
Ranch 24 ranches 5 high 5 low
- 344 3“}5 325
332 32l AT
s T ey N
| 103 Lo o0,
- 116,17 el Ok 1050, Gl
o 5. 89 COn s o TITRCDSS
o 20.5 27.50 2.1
2l 78 25.63 (21>
02,18 23,53 .<;;ééi9h ;
12.77 13.59 12.17
- 16,86 7.9 17,29




- 157_

The Effect'of Size of Ranch on Returns

In the following ﬁable,.inCOmes, coets, and returns are
shown for‘the small, medium and large sized ranches, The small
ranches had a reeiduai of” only $971 for the operator's labor and
for his capitalhin_real estate, 'This contrasts wiﬁh $3,322 for
the medium sized ranches and $8,685 for the large ranches, The
' iarger ranohee hereLmore capitél”in real.estate, but the increase
:in return fo them is arpreoiably.more than. the percentage in-
;oreaSe in the emount of eapitel Oh a per cow basis, the returns

%0 operator's labor and real estate 1nvestment iu greatest for tne

o medium uized ranches This is less 51gnificant however, than the

'freturns 1n total- Aluo, more pounds of beef are produced per cow .
for the medlum sized and the larger ranches than for the small
'franches E

TOTAL INCOMBS 'AND TOTAL COSTS BY SIZE OF RANCH i96o

Average of Average of Average of

Small - Medium . Large
Ranches Ranches Ranches
(Under 150  (150-300 (Over 3CC
AUL) AU £.U.)
. Number of TancheS............ S b R § B 9
.. ‘Average number of cows,....... 94 . 163 - hol
Average number of animal units 113 S 215 - 570
- Incomes ﬂ ‘ .

S Cattle,........ T e 9,BHTL T A7,1320 45,017
Other 1iveutock e seae. 037 0 1,016 - 360
OLher 1ncome. ...;Q\...;,;L..~;_3“5 chies 310

TOTAL CASH INCOME (1)....... 10,529 18,573 45,717
Increaoe in inv. value of - o .

livestock,.... P vees o e - -
Incyeasc in inv, value oI . L ' : )

crops and supplies.......... 182 329 . 1,135

GROSS INCOME (2).:..vvvven.. 10,711 18,902 46,852
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Average of  Average of Average of

Small © Medium Large
Ranches Ranches Ranches
(Under 150  (150-300 . (Over 3G0
AUL) AU, A.U.)
Cash Operating Expenses
- Hired labor............. e 266 2,089 . 5,476
Feed. . viviinennenns e e 209 879 5,260
Grazing fees and pasture rent... =~ 318 . 478 1,533
Crop EXPENSE. . v errerrannaenenn 466 - heh o 1,043
Repalrs for machinery....... R 626 3,)58 1,675
Repairs for bldgs. and lmprove- o -
ments....... . A \ vl 164 1,075
Fuel for farm use..,....... e 697 975 1,862
" Custom work hired.........vueienn B , 260 5473
Farm share of aulo expense...... - 255 L3l : 31
Livestock bought... . v 2,595 Gh'7 2,73
Livestock expense......vvveves.. 318 302 663 -
Taxes on real estate'and” ' ~ - :

. personal Property........... .. . B30. 1,094 2,206k
T UL AN C e v e et e e e e e el o181 289 BRIV
" .. Telephone and’ eleotricity o - o g

o (farm share)..... o, v et 195 176 : 376
. Water assessment.. .o 0 0 00 S 35. . - 11 - 53
' Other exXpenses., . ... R T 16 . 135 _ Mg?
-TOTAL CASH OPERATING EXPENSE _ L ' :
(3)..viunt. Ce e eraa. .. 6,882 9,816 25,916
Depreciation on machinery....... 0650 - 1,523 .o2,u54
- Depreciation on bldgs, and e ' ' _
improvements......... cree e 320 - . 871 1,203
Decrease in inv, value of .
livestock. .vvuuu v, Ch e 7O - 761 - 348
Decrease in inv. value of crops .
‘ and supplies. ... v - - -~
Interest on value of 1ivestock, '
achlnery, crops and aupplicu. ' ‘ .
@ 5%, i ceenes 1,306 2,704 6,671
Value of familly 1abor other ‘
. than operator............. vee. U550 145 1,575

;]
TOTAL EXPENSES (4)............ 9,740 15,580 38,167
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(cont.) Average of  Average of Average of
Small Medium Large
. ‘Ranches Ranches Ranches
(Under 150 {150-300 {Over 200
AU.) AU, ) A.U.)
Measureb of Return _
NET CASH INCOME (1 ) (3) 3,647 6,757 19,801
RETURN -TO CAPITAL IN REAT
-ESTATE AND TO OPERATOR's
 LABOR (2) - (B)....ooee, 971 3,302 8,685
CAPITAL INVESTMENT IN REAL
ESTATE ($250 per AU, of . o
carrying‘capacity),;..... 28,188 . 53,670 1he, 500
Gross income Per COW,....... 114,56 115.93 116,87
- Total expenses per cow....,. 104,18 S 95,55 103,01
- Return to capital in real o ' ' :
estate and to operator 8 o o
laber per cow............ -~ 10:38 ..~ 20,38 13.86
B .Capital'investment;inﬂreal T - —
eutate per cow.;,;....,u.. 301.00 " 32G9.00 355.00
Pounds of beef produced per SR 5V5' -__ - ‘ N R
COM. . iuninn, e (:;;::> () 3 (jSOq;:)
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The Efféct of the Type of Rénch on Returns.

Another bossible reason for variation in return is the type_
.of operation., Part of the ranchers sell only feeder calves, part
éell yegrling‘feeders, and part sell some of each. All, of course,
sell éull cows and bulls in additiﬁn. In the following téble, in--
comes, costs, and retufns are'compared for these threé types of
operation. ,The cow-yearliing ranches havé an appreciabiy higner
capital investment in real estate than the other twoc types. When
.thié is considered, the returns toropcratdr‘s'laﬁor and real
estéte capital is not greatly different from the returns for covi-
calf ranches. Thoée raﬁches éeiling both calves and yearlings
appear to have lower returnslin’1960 than thosc speclalizing in
either calves or yearlings. As'staﬁéd'preﬁiquly, the number of

f cow-yearling ranches is'émall, sd_the.aﬁerage offthis group 1is

. -

_sbmewhat_ﬁueStionéble.
" TOTAL INCOMES .AND TOTAL COSTS BY.TYPE OF RANCH, 1960

B S - . Average of
“Average of  Average of - Ranches

Cow- Cow- Selling
Calfl Yearling -Both Calves
Ranches . Ranches & Yrlgs.
. Number of ranéhes....;; ..... e ©13 4 7
' Average number of cows......... 209 25 294
- Average number of animal units. 258 456 3Gl
Incomes '
Cattle. v veurennennn. e ie... 23,97 29,6120 . 28,812
Other livestocK.....i.veeeroras 981 - 843 156
Other Income, .. vuveirierrnassrons has 370 262
. TOTAL CASH INCOME (1)....:... 25,380 ' 30,825 29,232
Increase in inv.-value_of live-- .
’ StOCI{ ------- PRPEE P T T S S T B BRI} - v - - -
Inercase in inv. value of )
crops and supplles....... ceen 893 635 - 6o

GROSS INCOME  (2)........ 26,273 31,460 29,292
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Average of

- Averapge cf

Averapge of Ranches
| Cow- Cow- Selling
. Calfl Yearling Both Calves
Ranches Ranches & Yrlgs.
Cash Operating Expenses
Hired labor.......«. vviviinn.. 3,415 . 2,934 2,455
Feed., ..o v ie v vn oy s e 2,480 2,055 2,521
Grazing lces and ﬂdu1UIU rent., Hag ?,fMO GHG
 CTrop CXPCNSE. v v s enss .. e 785 533 - 672
"~ Repairs for wachinery......... 1,228 L 1,585
Repalrs for’ buildingu and ' :
improvements..... e e e e 491 467 487
Fuel for farm use..... . 1,304 . 906 1,366
Custom work hired............. 306 .. 25 hhe
Farm share of auto expense.... 340 332 560
~ Livestock bought..... s 1,707 2,198~ 2,055
. Livestock expense...,....... Cae b7y 40l - 392
‘Taxes on real estate and o
~ personal property.f- ....... v 1,267 1,536 - 1,762
Insurance..... SR e cee 327 . btk 235
Telephone and electplclty : ‘ . B
(farm share). ... ... .covu... 273 200 o250
Water assessment....;;.;..};}. 29 4y -7
Other eypenses.;;.:.};;:..,};;‘ 187 - 248 S 320
TOTAL CASH OPERATING _ .
-EXPENSE. (3) et e e 15, 145 15 534 15,789
: Depreciatlon on” machinery..... 1,826 1,594 1,619
 Depreclation on bldgo. and - o c
- dimprovements,...... SUCIP IR 822 1,031 512
Decreagse in 1nv;-va1ue of ‘ oo i
livestoek, .. ..y v i N 4§36 365 66k
- Decrease in inv. alue oi
crops and supplies.......... -- - --
- Interest on value of_live--' L
~ stock, machinery, crops and - o _
. SUPPlies. . vt RO 3,342 4,849 4,723
. Value of family labor other . < ' : )
‘than operator........ R 1) 1,350 1,386
TOTAL EXPENSES ) 21,761 - 24,523 2,693
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cont. . . Average of
Average of Average of =~ Ranches
. Cow~ Cow- ~Selling
Calf Yearling Both Calves
Ranches  Ranches & Yrigs.
' Measureé of Returﬁ _
NET CASH TNCOME (1) - (3)...... 10,235 15,491 13,005
RETURN TO CAPITAL IN REAL : . ‘ :
ESTATE AND TO OPERATOR'S :
LABOR (2) - (U).evvvnnnnnns 1,512 6,937 b,55%
CAPITAL INVESTMENT IN REAL 4
ESTATE ($250 value per A.U. -
of carrying capaclty)...... 64,587 113,906 98,625
GrOSS iNCOME PET COW. . vseores. 7 125,64 - 125.58 99.78
Total expenses PCT COW......... : 104 .06 97.90 84,15
Return to capital in real : ‘
‘ estate and to operator's : ' :
1abor per COW.......... s 21,58 27.68 15.63
'Cépital‘investhent in real-
_-estate - - o
“Per cow..... e ‘ 309 455 336
Pounds of beef prodﬁced per _ :
COW. o vvnvnns e h68 564 453




- 21 -

Division ef Returns to Operator's Labor end to Real-Estate Capite’
| In the;repert as.preeented? returus are shown as a residual
to operator*s labor aud_to capital in real estate. Any separ-
ation between the returns to labor and real estate capitai can only
fbe made by assuming;a:charge for one or the other. Several methods
" of doing this afe used.
_ One method would detexmine_the.value ol the real cotate by
_capitalizing the net retufn to reai.eetate; Since basically 1and
is worth ohly what 1t wlll produee, this method.is a'guide to true
1and values. For these ranches,-the average return to operator's
labor and to capital in, real estate. was $u9ue in'196oﬁ'-1£ the same
u'return 15 expected for future years, one can estimate the value of
‘the land by subtractlng the value of the operator's labor and cap-
1talizing the remainder Suppose the 1nd1V1dua1 assumes ‘his labor
Lo’ be worth $4 OOO, this leaves $942 as the annual return to. cap—'
‘teital 1n roal eatate If the operator believeu he should have a |
-;“return of five per cent on such capital the value of the real
:}iestate is $9M2 dlvided by 05 or $18 840 Since the average oper-
‘tvator had an average of 331 animal units, this 1s a value of $57 per;
animal unit of carryling- capacity--quite a little below present:sel—
ling prices. S : | ‘. ‘ = ‘ E
The value of land could be quite different for the "five | E

'_5high" Again assuming $&,OOO value for operator's labor, they - i

. : _ ¥
have $8679 as the return to land. Capitalized at 5 per cent,

;tfthls return has a’ value of $173 580 Slnce these ranches shou

:63b animal unjts, this j a value oi $273 pox dnimal unit of ! , ?g
"carrying capacliy Thiu emphasizeu the faot that land has a |
')different value for different people. "The more efflcient operators

(]

can pay a higher price for 1and than the aver a&e operator, It

would, of course, be better to base values on the returns from a
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period'of years, ratﬁer than those'fej'a single year. In this
case, we only have the results ol a singleiyesf available,

One can obtain different real estate values'by‘chauging'any
of the following assumed values on which these calculations ere
based: . | |

l.l The value o? operator's labor - assumed to he $4,000.

2. The rate of capitaliZation of the earnings of regl

estate - assumed at 5 per cent.
"3, The return to capital in real estate'iu future years
could'be assumed to be more or less than that in 1960.
R The . lnterest on capltal in live stock, mwchlncry, CTons
and supplies - assumed a 5 per cent |
5, The value of famlly ‘labor other than operator,_assumeo
" at hlred man‘s wages - o2y per month

The value of real estate is based on expected future ‘earnings,
80. one must forecaut the future in order to estlmate land values
' Expected increaues in 1and value could alter the ratc of return
on capital in real estate. - For example,‘lf one expects land
values to increase bylu per cent per year,.he may be willing to
“accept no return ou capital in real estatd, except for this in-
crease in value,

Another method of dividing the returnsrto_operator's labor
and capital in real estate is to assu&e a value for the capital
in feal estate and to determine the return to thet,vaiue. Like-

,‘wise-the value of operator's laber_cen beiobtained by subtraeting
a charge for‘interest on capital in real eState. A number of
'ranehers~have estimated the present value of ranches at $25C per

]

‘animal unit of carrying capaclty on a long time basis. I thico
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value is assumed, one can estimate the returns to operator's

iabor and to capital in real estate as follows:

Average of Average of Average of

ol} Ranches 5 high 5 low

Assumed Values - ' _ - _
Capital in real estate. (1) $82,73% © $159,025 60,750
Operators labor (2) Iy,000 L, 000 I, 0GC

Interest at 5 per cent
on capital in real estate :
(3) I P . 7,951
Measures of return ' ,
Return to operator'° labor
-and .to cap1ta1 in real
“estate (M) (as calcu- . S - ,
1ated on precedlng pages) I,ou2 12,679 -1,141
‘Return to capital In . R
Real Estate (B) - (2) - gh2 8,679 ~5,141
Rate earned on capital in : ' :
real estate (above figure = - R . ' '
divided by (1) . ' - 1.,1% - 5.5% -8.5%
Operator's labor income - . '

Sy - (3) ..,_.‘:wi | -i805: ' _ S ou,7e8 0 -W,1T0

,03E

)

_W1th the assumptions made, the return to operator‘s iabor for the
i average of the 2M ranches io $805, whlle the rate earned on
;capital in real estate is 1. 1 per cent. A. rancher is of course
like any busincbs ‘man. The returnu to his 1abor and his capital

vary‘with the profltableness of his pusiness.
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APPENDIX
Deflﬂlthn of Terms Used

and Dcocr ptlon of Methods of Caloulatjon

An. anlmal unit in ths study is assumed to be one head of

any kind of cattle but omltting unweaned calves, Both_the Forest
beuVLLG_nnu the Burcau of Land Manageman use this definition For
animal wunits on public ranﬁe land. Quite commonly the tocrm i
abbreviated A.U. The number of auimal units for each ranch is
the averape of the'number at the beginuing'of the year and the
‘number at the end of the year, |

The number of cows includes those few that are mllkeo as

'well as thoso kopt for beef. Mout calves of theue milk cows e11

as feeder calves or feeder yearlingp. The number of cows for

_ each ranch is the average of the number at the beglnnlng of the
Ayear and the number at the end of Lho year The number at the
beginning of the year uill 1nclude heifer° frc henlng for the.

‘ first tlme in the current year. |

Classiflcatlon of ranches as cow- calf or couw-yearling is

made on the basis of_age at which of fspring are sold. “If G0 per
cent'or more of the number of feedef cattle sold are calves, the
:‘fanch is claesified'as COW—Calf.i If 9C per cent or more of the
ﬂnumber ol feeder cattle sold are yearllngs, the ranch is classi-
fled as cow- yearllng When less than_QQ per cent of the number
o sold are calves or yearlings the reneﬁuis,claseified as sell;ng

both calveb and yearlingu.

‘ The.number of wen on a-ranch is the number of months of labor

including hired, operator, and other fémily labor divided by 12,
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The number of cows per man 1is the average number of cows divided

by the number of men. '

Inventory values on page 6 are the average of thesge values

for the beginning and the end of the year. The value of breeding
animais.is kept ap_the same price on both the beginning and the
endlng inventory.' Any chenge In value for these animals there- .
fore rcpredente a change in numbers rather than in the value per
“animal

Increase and decreasc in 1nventory is Shown separately for

(1) livc°tock nnd-(a) ropu and  supplies. An inerease in in-
ventory results when the ending 1nventory ShOWu ‘a larger value
than the beginning inventory, Likewise a decrease in inven—

d tory is found when the ending 1nventory is 1ess than the beginning

-1nventory

The capital in real estate includeg 1and and graz1ng rights

=towned by the operator., -

The pounds of beef produced are the pounds of all cattle soldd

.plus those on the ending 1nventory, mlnus deductions for those
purchased and those on the beginning inventory. Home used beefl
was ignorcd in this firgt yearj .On the invenﬁories and in other
'cases-where weights were not giveng-cowsr‘were assumed to weiéh
‘:'1000‘pounds, bulis:- IMOO“pOUnds; yeerlings'— 700 pounds, and

calves 450 pounds The pounds-of beeT produced per cow 1is the

_J total pounds of beef produced divided by the average number of .

we Tt
. 1

) COWS

;‘i Percent of ranch carrying capacity used is average . number of

total animal units diVided by the operator's estimate of the total

-animal Unltu the ranch will carry.‘_f
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'Famiiy labor other than'opérator 1s charged at”the assumed

rate of $225.00 per month. This charge includes the value of
board furnished to such iabor. This labor is performed by chil-
dren in the family and in .a few cases by'brothers of the operator.
Where two'orfmore brothers operate a ranch together, the wages of
~all except one of the brothers ﬁre-inc]uded-in Famlly labor other
than Opérator. This reduces the returns to d one man basis =0

they are comparable with the others,

Thef&ufhof énd'ﬁherniVéféity wish to. express their appreciation - .

' For the helpful assistdnce of the cattlé raﬁchéfs‘in Lemhi &nd ..

Custer Countles who cooperated on thlS study 'These‘men“furnished
lfreely much prlvate 1nformation about thelr buszne and made

: many helpful suggeqtjonu regardjnf procedure.

For the help in planning and organizing this otudy by County
'Agents Russell Hll]man and Lynn Stevenuon of.Lemhi and Custer

Counties.
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COSTS AND RETURNS TO MOUNTAIN TYPE CATTLE
RANCHES IN CENTRAL IDAHO IN 1961

A current University of Idaho research project is designed
to obtain costs and returns cn selected central Idano cattle
ranches. The findings are helpful tc ranchers and researchers
who wish to compare the costs and returns from various sizes
and types of ranches and tc consider changes in management
practices. Individual ranchers find a business analysis of
thelr operation vital in management decisions.

Tnig report includes costs and return figures for 29
ranches who cooperated in 1961, the seccond year cof study., A
summary of the data for 1960 is found in Idahc Agricultural
Research Progress Report No. 62 issued in March 1962,

These ranches are all located in Custer and Lemhi ccunties
in east central Idaho., The home ranches are in narrow mcuntain
valleys, with the summer range on the foothills and mcuntains
that rise up from the valleys. Typically, the spring range is
at lower levels on public domain, the summer range 1s higher
up on national forest land and the fall feed comes from pasture
and hay aftermath on the home ranch,

Of the 29 ranches included in 1961, 18 are of the cow-
calf classification, 4 are cow-yearling and 7 sell bcth calves
and yearlings, They range in size from 89 fto 974 animal univs,
with an average of 299, An animal unit, és used in this report,
is one head of any kind cf cattle, omitting only unweaned calves.
This is the definition used by both the Forest Service and the

Bureau of Land Management for grazing con range land.







Stated in number of cows, the average size is 221 cows, with P
a range from 74 Lo 714 cows. As to gize, O ranches are amall, hﬂg
with less than 150 animal units, 11 are mediun size, with 150
to 300 animal units and 12 are large, with cver 30C animal
units. We were unable to erlarge tc any extent cur nunber

or either cow-yearling ranches or gmall ranches 1in 1961, as

-

we had hoped %o dc. Silnce the number of rancoes in bhese

P

two classifications are small, the averages fer potn ¢i them

are questicnable.

The averages for the 25 ranches dc not represent the
returns to an average ranch 1n ihe area. Mcre large ranches
are included than are found typilcally, and superior‘maﬁagemeﬁt
akills are used by the individuzl operators. 8¢ The returns
are thcose for sowewhat larger ranchies than average using
superiocr managenent ability.

In this repcrt, tThe averages of the 29 ranches are glven
in compariscn with those for the six ranches ¥nat are highes?®
and the six ranches that are loewest in returns por SOW. The
terms "six high" and "six 1w’ are used tc deslignate tnese
latter two grouwps cf ranches. They include the same ranches
throughcdt vhe report. The firgt column 1 the sables consist

ade nis cwn Kigures

frood

of blank lines, and any rancner wmay iac.
in these spaces and compare wiih tme rancnes in the atudy.
Two measures of return are shewn ., Tnege 2are:
1, Net Cash Lacome, the cash farm incowe less zash
farm expenses except interest, This avcunt 18 used by the

farmer Lo pay living eXpernses. $acome vaxes, inverest O dehts, *
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for saving and investment and b¢ cover depreciaticn and other
QS inventory change. It is inccme availlable to nim, bui it deoes
not represent the true earanings of the ranch,

2. Heturn to Capitsel and tc Operator’s Labor, Sthe

amount, remaining after charges have been made for all ciher
items cf cost except cperaicrs labor ard interest con capital
Investment., This is the refturn to boin cwned and borrowed
caplital as well as to cperatcrs laber, Neitner a Parmeris
labcr ncr his capital is guaranieed a Fixed raturn, Instead,
they get wna' is left after all expenses are pvaid, Their
returs will vary with tne profitableness cf the business.

A Tarmer 1s like any otner business man in fthis respect,
This measure of return therefore owits any charge for either
interest or for the labor and management of tae cperater.,

The standard of comparisen for the i-dividual ranches is
this secend measure of revurn - return “c¢ capisal and e operators
labor, The cocperating ranches rececived an average of $8559
a8 "the return e capital and cperavers laber in 1961. The
range in return is shown by the differenne between the six
high whe average $12,327 and the six lew whe aversge only
$775 for their capital and labor. These amounts wilil allcw
only a lcw rsate of return ve capiibal arnd to cperstors Labor
for the average of Yhe group, However, larger ranches with
ocutistanding wmanagement &H1lity were able ‘o s2cure 3 modest

in more detail on pages 22-24, The average revuarn of 38559







I
to operators labor and capital 1is slightly less than the 6@&
{

$8938 received in 1960.

Tn calculating the return to capital and to cperators
labor, costs or charges includez

1, All cash farm expenses.

o, Depreciation on:machinery, building and improvements,

3, Decrease in inventucry values cf livestock.

4. Decrease In inventory values of crops and supplies.

5

. The value of family labor other Than cperator at
hired wman's wages.

The income 1temg ares
1:; All cash farm 4ncome,
o Increase in invenlory value of livestccek,
3. JIncrease in inventory value of crops and supplies.
Tncrease in iaventory value usually represent livestocok
or crop value that was produced in the year but nct sold. In
contrast, decreases 1n inveniory value are usually due to sales
in excess of the producticn cof crops or livesteck in the current
year, If an increase in inventory value of livestcek 18
shown under income, there will of course not be any decrease
under expenses, Only ocne or the other will appear. ‘
additicnal detail on wmethods used in preparing this !
report and definitiocns of terms used are given 1n the appendix |
on pages 30-1. Special atienticon 1is called to the change from
the First years report in (1} the selectlon of the "6 high'
and fhe "6 Low" ranches and {2} in the caleulavicen cf the

return to capital and cperators laber., e
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DIVISION OF RETURNS TO OPERATCR'S LABOR AND TC - TR
HIS CAPITAL

As presented in Ehis repert, returns are shown as a ?Oi
residual to operators labor and capital. The returns to ;n:
e
labor and capital can be sgeparated only by making an assumed i21
charge for either the farmers labcer cr fer hls caplital, Inf
These assumed charges way nctl necessarily represent the true ggf
earnings c¢f the laber or the capirtal. Jsually they are estimatec Op‘
_ .
for the cest of hiring the labor or the interest paid on in:
similar types of lcans, In a sense, this is incorrect, gince _ L
the farmers labor and capital get what they earn, not what is re
customarily paid for them, Still, many like tc kncw the earnings fo
of the farmer's laber or the return he gets on his capital Th
and this is the only way it can be determined, 6
Three separaticns of the return to the farmers labor me
and capital follow., These are for:
1. Operater's labor income su
2. Rate earned on total invesiment fr
3. . Value of land based on inccme tr
The operators labor inccme is derived bty subtracting fc
interest on the total invesimentv from the return to the
operaterts laber and capital., An assumed interest charge Re
of 5 per cent is used, The calculaticns are made for the gi
average, the 6 high and the 6 low. L;
fc
1:
R

Ci
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Your Average of Average of Average of
Farm 29 Ranches 6 _High 6 Low
Total capital
investment., (1) 4148, 697 $124, 072 $120,819
Return to operators
labor ang
capital ., , .(2) 8,559 12,327 775

Interest cn total
investment @ 5
per cent (3}, _ 7,035 6,213 6,041

Operators lzbor
income (2)-(3) _ 1,124 6,114 ~5, 266

If interest on investment at 5 per cent is deducted from the
returns to operators labor and capltal, only $1,124 rematins
for the average of the group as the return for their labor,
The range in return is shown by the difference between the

6 high and the 6 low, with the 6 high having over $11,000
more return for their labor than the 6 low,

The rate earned on total investment is derived by

subtracting an allowance of $M,OOO for the operators labor
from the return to operators labor and capital and dividing

the remainder by the average total investment, The calculations

follow:
Your Average of Average of Average of
Farm 29 Ranches 6 High 6 Low
Return to
operators labor
and capital (1)._ _ $ 8,559 $12, 327 $ 775
Less allowance
for operators
labor (2) . . . 4,000 4,000 4,000

———

Return to
Capital (3) PR e 43559 83 32? ‘:‘33 225
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Your Average of Average of hAverage of
Farm 29 Ranches 6 High _6 Low
Total Capital
investment (4), _ $148,697 $lok, 272 $120,819
Rate earned
on total in-
vestment (3)3(4)_ 3.1% 6.7% -2, 7%

If an allowance of $4,000 for the cperators labor is agsumed,
there remains a return of 3.1 per cent of the capival investmen:
for the average of the ranches. This 1s the return on =all
forms of capiftal, including real estate, and persocnal property,
The real estate investment 18 at a ccnservative value - $250
per head of carrying capacilty. Again, the range in return is
shown by a comparison of the 6 high and the 6 low.

The value of land based on income ig determined by

deducting all charges except interest on the real estate
Investment to obtain the earnings cf the land resource. These
earnings are then capitalized at an appropriate rate of
interest to determine the capital value of the land based on
income, For example, an annual net income of $5 capitalized
at 5 per cent rate becomes $100 ($5 = ,05 = $100}, Another
way of saying this 1s that $5 represents a return on a $1OO
investment assuming 5 per cent interest. The caleulations
are again made for the average cof the group and for the

6 high and the 6 low, A rabte of 5 per cent is assumed to
capitalize the income from land tc the capital value in

land,
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Your Average of
Harm ggqﬁa“QEﬁﬁ

Return t¢

cCperators labor

and capiual (1},
Allowanbe for operator
labor (2}, , |, . 4,000

Intorest on inv,

value of wivestccelk,
Mathinery, Crops,
and SUppliizs

.»'"{‘,

A F

(2)-(33. . .. . 865
Capltalizea value

of return teo resgi

estate (using

5% rate) (4 ., 17,300

Animal units of
carrying capaciny
Je o oL e 299
Value of real
estate per
animal unit of
carrying capacity
(he5). , .., o 58

Fregont selling Frizes

unit of “arrying capacity. Since land nag o Gifferan:

For difierent peopie, the values for
HeOpd e, -

nts for the average of

Average of
.N._Lgvl

$12, 327

107,180

260

412

these Tigores show a valge of $58 per animal us

that Lor the average of the 29 ranches, Feor

raTarns do onet 234al vhe a

ssumed cng

Average cof

to real

b -
VAL

the & high is mush above

- S "
> 6 lcw, che
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labor and for interest on personal property. No value, there-
fore remains for real estate. One must realize that the value
of thesge ranches és caleulated would be aifferent if any of The
follcwing assumptilons were varied:
1. An assumed value of $4,000 for operator's labcr
o, A capi-alizatica rate of 5 per cent for the return
e capital in real estate
3. An assumption that 1961 returns represent these for
ine future accurately {Since %Zhe value of land 1s
stated Lo be the present value of future incomas
tc land)
. TInterest cn the value of livestock, machinery. crops
and suppiies assumed at a rate cf 5 per cent
5. Assumed value of $225 per month for unpaid family
labor other than operator
The value for real estate cbtained is correct only i¥ ihese
five assumpticns are correct,
All calculations made ignore any increase in the value
of real estate as a possible income, since this 18 not assured.
In some years in the past land values nave increased 5 te 10
per ceni or even more annually. In other years in the past
land values have decreased. Thig is one of the uncertainiies
that plagues the life of the farwer businessman,
A summary of the results obtained Iun 1561 are - wvared

with those for 1960 in Table 8., Where changes were made in

methods of caiculation in 1961, the resulis for 1960 were
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recalculated on the same basis, All except one of the 24
ranches cooperating in 1960 are included in the summary for
1961. S8ix ranches wére added to the group tc make the tctal
of 29 ranches in 1961,

Figures given in Table 8 can serve as a standard of com-
parison for cattle ranches in central Idano, as well as for
other areas c¢f the stats where conditions are sinilar Le those
in this area., Individual ranchers will, cf course, be mostly
Interested in the costs and returns for their cwn ranch, In
addition, however, hey need to know what their competitors
are doing., If more detall for costs or returns are needed,
they can be obtained in Tables 1 through 7.

This study will be continued to include about fwo wore
years of costs and returns for this area, s8c that a variation
in weather and price ccnditions are included, As well as
serving as a standard cf comparison for similar afttle ranches,
this data will be useful for research in cattle ranch manage-
ment, Changes in size and tyre of ranch as weli as posaible
new practices can be compared Tor specific situaticns., Such
research will aild ranchers who must decide what course of

action is best for “hem,

Table 8, JOMPARISON OF 1961 RESULTS WITE THOSE FOR 1960
2960 19061

Number of PANCRES . . v uovnvnococconncoseanyonna. Of 29

Number of cows per PANCN, covonconncnncwnononas 241 221

Number of animal units PET TanCh. v voocononaans 331 299







- 30 -

APPENDIX
pefiniticn of Terms Used

and Descrip-icn of Merthcds of lJalcgulazticn

The methods cf calculation differ in wwe respects in 1961
from those used 1n 1965. (1) The "6 hign™ and the "6 low’
ranches are thoese nighest and lowest ia returas per _<cw

while in 1960 they were vhese that were nighest and lcewest in

toftal returns to the ranch., ’2 The return tve capival and laber

used in 1960 included cnly capital in real esiaze, waile in 1961
it included all capirval, both real estate and rersonal property.
The ccmpariscn of 1955 and 1960 results on pages 27 - 29 shows
both years with tne figures calculated the same as in 1861,

An animal unit in This study is assumed e be one head cf
any kind of cattle odut cwmitting unweaned zalves., Both the
Forest Service and the Bureau of Land Management use this de-
finiticen for animal units on public rancge land. Quite commonly
the term 1s abbreviared A, U, A menth's graziong for an animal
unit is abbreviated A.F. M. The number c¢¥ zanimal units for each
ranch 1s the averages of the nuwber at ths beginning cf “he

1

the year.

by

year and the number at thes end ¢
The number cf’ cows includes those few wna: are milked as
well as those kept for beef, Most calves ¢ rhese milk cows
sell as feeder calves or feeder yearlings. Tha number cf cows
for each ranch is the average of the number 57 the beginning

of the year and the number at the end of the year, The number o

at the beginning of the year will include heifers freshening
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for the first tiwe in the current year,

Clagsification of ranches as cow-calf or cow-yearling is

made on the basis of age at which offspring are sold. If 90 per
cent or more of the number of feeder catile scld are calves,

the ranch is classified as cow-calf, If 90 per cent or mere of
the number of feeder cattle sold are yearlings, the ranch ig
classified as cow-yearling. When less than 90 per cent of the
number sold are calves or yearlings, the ranch is classified as
selling both calves and yearlings.

The number of men on a ranch is the number of wmonths of

labor including hired, operator, and other family labor, divided

by 12, The number of cows per man is the average number cf

cows divided by the number of men,

Inventory values on page 4 are the average of these values

for the beginning and the end of the year. The value of breed-
ing animals is kept at the same price on both the beginning

and the ending inventory, Any change in value for these animals
therefore represents a change in numbers rather than in the
value per animal,

Increase and decrease in inventory is shown geparately for

(1) livestock and (2) crops and supplies, An increase in inven-
tory results when the ending inventory showé a larger value than
the beginning Inventory. Likewise, a decreasec in inventory is
found when the ending inventory is less than the beginning

inventory,

The capital in real estate includes land and grazing rights

owned by the operator,







Interest paid is not included in cash farm expenses. This

puts all the ranches cn thz same basis since the part cf the
investment on whizh interegt is paid varies widely. The return
to operators labor and capital therefcrs incl:2des the retfurn

to bcth borrowaed and cowned capital as well as te operators laber,

e

The pounds cf beef prcduced are the pounda of cattle scld

plus theee cn the ending inventoery rlus thcse butchered for use
in the home or for nired help, wminus deducticns for those pur-
chased and these on une beginning inventvcry. Note that home
ugsed beef, ignored in tne first years rapert, is included in

this second year. Where weignis were nct given, Zows were

41}

asgumed to weigh 1000 pounds, 2ulls 1400 pounds, yearlings

700 pounds, and calves 450 pcunds. The pounds cf peef pro-

duced per cow is fthe tcval pcunds of heef produoced divided by

the average number of cows,

Per cent of ranch carrying capacily used is average number

.

of tctal animal units divides Ly the cperaicris estimate of

the total animal units the rancn will carry,

Family laber cther thar cperator is charged at the assumed

rate of $225 per month, This charge inzludes the value of
board furnished to such labor, Tais laber is perfeormed by
children in the family and in a few cases by brothers of the
operator, Where twc or mcre brothers cperate a ranch together,
the wages of all except one of the brothers are included in
family labor other than operater, This reduces the returns to

& one man basis sc they are comparable with the cthers,

5

il

(Lo
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HIGHLIGHTS OF THE 1962 CATTLE YEAR
24 RANCHES, CENTRAL IDAHO

Returns to the rancher for his labor and total capital aver-

aged $9,894 in 1962, about $1,000 more than for 1961. Thils ds

the residual that remained for the rancher's labor and as a re-
turn on his total capital after all other expenses had been met.

The average number of cows kept was 222 head.

Placing a conservative value on land and grazing rights of

$25O per head of carrying capacity, the total capital investment

of these ranches was $150,629, On a per cow basis, the invest-
ment amounts to $683. This includes real estate, livestock, ma-
chinery, crops and supplies. It 1s a sizable investment.

If we assume that the rancher's labor is worth $4,000 per
year and that his capital Investment in livestock, crops and sup-
plies earns 5%, the amount remaining that could be credited to

real estate would average $2,074 per ranch. If this return to

real estate 1is capitalized at 5%, +the value of these ranches

would be placed at $140 per head of carrying capacity. Present

selling prices are three or more times this value.

On a per cow basis, total income during .1962 was $130 and

total expenses $79, 1leaving a residual to the rancher for his

labor and capital of approximately $5l. These earnings were

shown with production at the followlng levels: Calf crop aver-

aging 89% of the breeding herd, a sales weight per calf of 444

pounds, a yearling sales weight of 662 pounds and beef production

per cow of 472 pounds. On the average, each ranch carried 107

COwWSs per man.




COSTS AND RETURNS
TO MOUNTAIN TYPE CATTLE RANCHES
IN CENTRAL IDAHO IN 1962

Presented here are the costs and returns to 24 mountain
type cattle ranches in central Idaho in 1962, Similar progress
reports have been prepared for this same group of ranches for
1960 and 1961. The first phase of this research project will
pe completed when four years of costs and returns have been
obtained. The second phase will use the data obtained in phase
one to study changes in size and 1n type of operation as well
as changes in management practices for representative ranches.
Such comparisons will aid ranchers who seek to adjust to thelr
continually changing situation, Although individual operators
primarily need the figures for their own place to compare
alternatives, the framework for their decisions can be obtained
from the same comparisons applied to representative farms in
their area.
RANCHES STUDIED

All of the ranches studied are located in Custer and Lemhi
counties in the mountainous area of east central Idaho. A few
of these have all of thelr hay and pasture within thelr own
fences. Most of them, however, obtain "outside" feed by graz-
ing public domain lands in the spring and naticnal forest lands
in the summer. Where this is done, it will comprise an average
of four months of grazing for the livestock kept.

Of the 24 ranches included in 1962, 15 are classed as cow-

calf operations, 2 are cow-yearling and T gsell bocth calves and
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yearlings., In size, they range from 73 to 723 cows, with an
average of 222 cows. Size can also be measured in animal units.
In this study ail animals except unweaned calves are counted as
an animal unit. This definition is typical for livestock on
Forest and Bureau of Land Management grazing permits. For these
ranches, animal units average 297 and range from 88 to 974 head.
As in previous years, the ranches are separated into 3 size
groups., Iive ranches are classified as small, with less than
150 animal units. Ten are in the wmedium sized group, with 150
to 300 animal units. Seven are large ranches, keeping 300 ani-
mal units or more.

All of these ranches are larger than typical and they are
operated with superior management. The average returns of the
group will therefore be higher than those for an average ranch
in the area. Hven though this is true, the average cof the
group can be a gceod standard of comparison for other ranchers
operating under similar conditions.

The tables presented give the averages for the group and
also those for the "five high" and the "five low." These last
two groups include the five ranches highest and the {ive ranches
lowest in returns to capital and operator's labor per cow.

These are the same ranches throughout the report. The [irst
column in the tables consist of blank lines where any rancher
may enter the figures for his own ranch for comparison with
the average of other cattlemen,

HOW RETURNS WERE MEASURED

Two measures of return are shown. These are:
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1, Net Cash Income, the cash farm income less cash farm

expenses except interest. This amount 18 used by the rancher
to pay livirng expenses, income taxes, interest on debts, for
new capital investments, savings, and to cover depreciation and
other inventory change. 1%t 1is income avalilable to him, but it
dees not represent the true earnings of the ranch. 1t does not
consider all income or c¢redits, nor does it consider all ex-
penses or charges.

2. Return to Capital and to Cperator's Labor, the amount

remaining after charges have been made for all other items of
cost except operator's labor and interest on capital invest-
ment, This 1s the return to bocth owned and borrowed capltal as
well as Lo operator's labor, Neither a rancher's labor noer his
capital 1s guaranteed a fixed return. Instead, he has what 1is
left after all expenses are paid. Return will vary with the
profitableness of the business, A rancher is like any other
business man in this respect. This wmeasure of return therefore
omits any charge for interest on the capital and for the labor
and management cf the operatcr and most nearly represents the
true returns to the rancher's resources.

The cooperating ranches received an average of $9,894 as
the return to capital and operator's labor in 1962, This com-
pares with $8,779 in 1961 and $8,938 in 1960. The higher re-
turn is due primarily to the more favorable price for feeder
cattle in 1962 than in the preceding years. The returns to the
"Pive high" is very little different in 1962 from that for the

“five low." This means that the "five low" offset by increased




.
numbers, their lower returns per cow, In a relatively Tavor-
able year such as 1962, this 1s a possibility. It is evident
then that total returns are high or low depending on both re-
turns per cow and the number of cows, A separation of this
return between that for operator's labor, total capital and
1snd is discussed on pages 8 to 12,

In calculating the return to capital and to operator's
labor, costs or charges include:
1. All cash larm expenses
2. Depreciation on machinery, builldings and
improvements
3. Decrease in inventory value of livestock
i, Decreagse in inventory value of crops and supplies
5. The value of family labor ofther than operator at
man's wages
The income l1ltems are:
1. All cash farm income
2, Increase in inventory value of livestock
3. TInecrease 1in inventory value of crops and supplies
Increase in inventory value usually represents livestock or
crop value that was produced in the year but not sold. In con-
trast, decrease in inventery value 1s usually due to sales in
excess of crops or livestock preduced in the current year. If
an increase in inventory value is shown under income, there
wlll not be any decrease under expenses. Only one or the other

will appear.

The methods used in preparing this report are identical to
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those used for the year 1961 for this same group of ranches.
For more detail on methods used and a definition of terms, see

Idaho Agricultural Research Progress Report No. 73, Costs and

Returns to Mountain Type Cattle Ranches in Central Idaho in

1961,
Data presented in the present report include the follcocwing
material for the 24 ranches:
1. Size and capital investment
2. TIncomes and costs per ranch
Incomes and costs per animal unit
Incomes and costs per cow
Factors affecting returns

Incomes and costs by size of ranch

-~ O g1 =W

Calculaticn of residual to operater's labor,
total capital and land
8. Comparison of 1962 results with these for 1961
and 1960

Figures are given both per ccw and per animal unit, since
for some purposes cone is preferable to the other. Since only
two ranches are of the cow-yearling classification in 1862, no
comparlsonr is made between cow-calf and cow-yearling ranches
this year.

The value used for land and grazing rights 1is $25O per
animal unit as defined earlier in the study of carrying capaclty.
Present selling prices are considerably higher than this, rang-
ing from $300 to $600 per animal unit and even higher than this

in some cases, Ranchers consider that these values are inflated
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and difficult to support on the basis of earnings. The more
conservative value of $25O per animal unit is therefore used.

The average investment of these ranches as shown in Table
1 is $150,629. Some of the larger ranches represent an invest-
ment of $500,000 or more, This 1s a silzable investment, ex-
ceeding that of most small town businesses. The management of
a2 business of this magnitude requires considerable management

ability.

Table 1. SIZE OF RANCHES AND CAPITAT, TNVESTMENT, 1962

Your Average of Average of Average of

Ranch 24 ranches 5 high 5 low

Number of cows......... . 222 121 355
Number of animal

units. . e i 297 166 476

Summary of Capital Investwent:

Livestock. ... v _ $54,348 ol 412 $91,205
Machinery and power.... 12,659 6,902 23,532
Crops and supplies..... 9,333 6,904 13,722

Total capital invest-
ment other than real
estate. .. v 76,400 k3,218 128,459
Land and grazing
rights at $250 per
AT, of carrying
capacity.. o 7,229 42,500 118,750

TOTAL CAPITAL
TNVESTMENT. .. ... ... 150,629 85,718 2117 ,209




Table 2. TOTAL INCOMES AND TOTAL

_7__

COSTS PER RANCH, 1962

Cash
Income

Calves B01d. ... .. v
Yearlings sold. .. v
Cows 8018, ... i i
Bulis sold,. . v i i i v v v v
Other livestock or live-

stock products.........
CroPS . e i e s
Work off the farm........
Miscellaneous Iincome.....

TOTAL CASH INCOME (1)..

Increase in inv., value
of livestock...........
Increase in inv. value of
crops and supplies.....

GROSS INCOME (2).......

Cash Operating Expenses Per Ranch 1962

Hired labor..........usu.
Feed., ... .o iiiiii i
Grazing fees and

pasture rent...........
Crop expense (bale ties,

seed, fertiligzer, crop

chemicals) .. v vuns s,
Repairs for machlinery....
Repairs for buildings

and ilmprovements.......
Fuel for farm use........
Custom work hired........
Farm share of auto

S5 4 01c) 1= L <IN
Iivestoeck bought.........
Taxes on real estate &

personal property......
Insurance. ... e
Telephone and electricity

(farm share)...........
Water assessment.........
Other expense............

TOTAL CASH OPERATING
EXPENSES (3).........

Your Average of Average of Average of

Ranch 24 ranches 5 high 5 1low
$ $

15,787 10,082 22,171
A 5,870 2,437 9,060
I 3,121 1,930 3,860
L 370 415 117
e 697 723 8ee
—— 325 583 88
B 168 179 -
- 353 185 hor
o 26,691 16,514 36,525
1,096 1,696 —_
N --- 735 -
—— 27,787 18,945 36,525
e 2,483 910 1,138
( 1,393 810 1,411
L 684 360 862
682 410 1,202
- 1,044 IVe} 1,825
267 192 346
1,320 660 2,186
- 258 209 257
. 314 379 oU3
e 633 349 834
_ 1,556 803 2,456
365 | 180 TOU
349 200 502
65 41 42
o 289 152 683
13,935 7,556 19,537




Table 2. {continued)

Your Average of Average of Average of

Ranch 24 ranches 5 high 5 low
$ $ $

Depreciagtion on

Machinery......ovvev.. 2,061 963 3,479
Depreciation on bldgs,

and improvements..... 939 ne 1,770
Decrease 1in inv. value

of livestock......... o - --- 206
Decrease 1in inv. value

of crops and

supplies............ o 312 -——- 1,213

Value of family labor

other than operator.. ol 7 90 270

TOTAL EXPENSES (4)... 17,894 9,036 26,475

Measures of Return

NET CASH INCOME (1) -
() e 12,756 8,958 16,988

RETURN TO CAPITAL AND

TO OPERATOR'S TABOR
() = (W) oo, 9,893 9,909 10,051

TOTAL CAPITAL
INVESTMENT. .. ... .... 150,629 85,718 207,200
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Table 3. INCOMES AND COSTS PER ANIMAL UNIT, 1962

Cash Your Avergge of Average of Averapge of
Income Ranch 24 ranches 5 high 5 low
$ $ $

Cattle sold............ 87.32 93.97 75 45
Other livestock and

livestock products... - 3.05 4,82 3,32
L0 o 0T S, o 1.75 4,51 .09
Work off the farm...... .68 1.26 -—
Miscellanecus income.., B 1.3C 1.28 .88

TOTAL CASH INCOME (1) 94,10 105,84 79.74

Increase in inv. value
of livestock......... 4,91 9.26 _————
Increase in inv. value
of' crops and
supplies............ .10 4,97 ===

GROSS INCOME (2)..... 99.11 120,07 79.74

Cash Operating Expenses

Hired labor............ 7.26 5.40 9.15
Feed.......covviunn... b, 54 4,51 3.72
Grazing fees and o

pasture rent......... 2.24 2.37 2.02
Crop expense...,........ B 2.79 2.56 3.01
Repairs for machinery.. 3.48 2.95 3,87
Repairs for bulldings

and improvements..... .89 1,06 .88
Fuel for farm use...... b, 66 h.31 i, 60
Custom work hired,..... 1.05 1.04 1,05
Farm share of auto T

CXDPENSE . vy vt et e 1.29 2.39 Ao
Livestock bhought....... 8.55 9,68 4,20
Livestock expense...... 2.19 .09 2.05
Taxes on real estate

and personal

property............ 5. 44 5.11 5.06
Insurance, ........cov... 1.23 1.23 1.60
Telephone and elec- -

tricity (farm share). 1.26 1.36 0.90
Water assessment....... 0.31 0.29 0.10
Other expenses......... T 0.79 0.81 1.31

TOTAL CASH OPERATING
EXPENSES (3)........ hr.97 by, 16 43,92
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Table 3. (conftinued)

Your Average of Average of Average of

Ranch 24 ranches 5 high 5 low
$ $ $
Depreciation on
machinery............ L 6.91 5.96 8.12
Depreciation on bldgs.
and improvements..... 3,204 2.99 4,05
Decrease in inv, value
of livestoeck......... - — 2.83
Decrease in inv. value
of c¢rops and
supplies.. ... ... ... - -——- 1,90
Value of family labor ‘
other than operator.. 2.06 1.02 1.84
TOTAL EXPENSES (4)... 60.18 57.13 62.66

Measures of Return

NET CASH INCOME (1)-
(3) i e . 46,13 58.68 35.82
RETURN TO CAPITAL AND
TO OPERATOR'S LABOR
(2) - (4. ... L. 38.93 62.9k 17.08

TOTAL CAPITAL
TNVESTMENT PER A.U... 514 517 519
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Table 44, TINCOMES AND COSTS PER COW, 1962

Cash Your Average of  Average of Averape of
Income Ranch 24 ranches 5 high 5 low

$ $ $
Cattle sold............ 115.09 126,65 103.99

Other livestock and

livestock products... B 4,15 6.44 .33
CroDE. v vt e e e - 2.10 5.42 0.12
Work off the farm...... R 0.92 1.94% 0 ———--
Miscellaneous income... 1.67 1.62 1.25

TOTAL CASH TNCOME (1) 123.93 142,07 109.69

Increase in inv. value
of livestock......... 6,10 11.74 ——e--
Increase in inv., value ‘
of crops and
supplles............  meeo- 7.2 ==

GROSS INCOME (2)..... 130.03 161,02 109.69

Cash Operating Expenses

Hired labor............ 9.80 7.23 12,89
Feed. ., v, T 6,14 6.32 5,21
Grazing fees and -

pasture rent......... 3.00 3.27 2.49
Crop €XPense. . .......... —j::: 3.54 3.34 1,06
Repairs for B

machinery.. ..o h .68 3.99 5,52
Repairs for bldgs. and

improvements. .. ...... 1.24h 1.46 1.30
Fuel for farm use...... T 65.09 5.66 6.50
Custom work hired...... o 1.39 1.48 1.40
Farm share of auto T

oy 1<) s -1 1.65 3,07 0.56
Livestock bought....... 10.98 12.65 5.1
Livestock expense....,. T 2,86 2.66 3.10
Taxes on real estate T

and perscnal

PrODErLY . i 7.11 6.67 6.93
INSUTANCE . v v et e 1.61 1.61 2,20
Telepnone and elec-

tricity (farm share). B 1.64 1.7k 1.27
Water assessment....... - 0.40 0.37 0.14
Other expenses. ........ 1.06 1.10 1.92

TOMATL, CASH OPERATTNG
EXPENSES {3)......... | 63.19 62 .62 60.63




Table 4, (continued)

Depreciation on

Machinery ..o vev e
Depreciation on bldgs.
and improvements.....

Decrease in inventory

value of livestock..

Decrease in inventory
value of crops and

supplies.............

Value of family labor

other than cperator.

TOTAL EXPENSES (4)...

Measure of Return

NET CASH INCOME (1) -

(3) e

RETURN TO CAPITAL AND
TO OPERATOR'™S LABOR

(2) - ().

TOTAL CAPLTAL

INVESTMENT PER COW. ..

-12 -

Your Average of Average of Average of

Ranch 2L Ranches 5 high 5 low
$ $

o 9.05 7.61 10.89
— h.et 3.81 5.73
 mmeee e .30
—————————— 3.90
o 2.66 1.23 2.26
e 79.17 75.27 87.71
6C. 74 79.45 49,06
. 50.86 85.75 21.98
683,00 708.00 702,00
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Factors affecting returns are grouped in Tasble 5 under the

headings of size, organization,

and selling price,

rate of production,

efficiency

Table 5, FACTORS AFFECTING RETURNS
Size Your Averapge of Average of Average of
Factors Ranch 24 ranches 5 high 5 low
No. eof animal units.... 297 166 e
No. of COWS. o v e, T pPo 121 355
Total capital S

investment. . ... ... .. $150,629 $85,718 $2U7,209
No, of men............. 2.0 1.3 2.8
Organization Factors
Animal unit months of

outside feed (BILM &

FS) + rented pasture 879 354 1,322

Animal unit months of T

outside feed per cow. 3.7 3. 3.8
Percent of year on

outside feed......... 2l 18 25
Percent of gross income -

from cattle.......... o 92 87 9
Percent of cow herd -

sold during the year. 10 11 8
Rate of Production Factors
Percent calf crop...... 89 o4 83
Pounds of beef produced

PET COWr v ve v v ve e nnns 2 538 392
Average welight per

calf so0id.....vuuun.. Wl 190 421
Average welght per

yeariing sold........ 662 683 656
Average weight per cow

sold, . i e _ 1,046 1,010 1,058
Average welight per bull

SOLd. v . 1,428 1,503 1,270
Efficiency Factors
Capitsl investment per

COW
Real estate............ B $ 340 $ 359 $ 329
Personal property...... 343 349 373
Total. . v eieennnn $ 683 $ 708 $ 702




Table 5. (continued)

No. of cows per man....
Gross 1ncome per Cow. ..
Total expense per Cow..

Return tc capital and
to operater's labor

PET COW. e vvvwv oo

Marketing EBfficiency

Average selling price

per ewl, calves......

Average selling price

per cwlh. yearlings...

Average selling prilce

per CWLh. COWS........

Average selling price

per cwt., bulls.,......

THE EFFECT OF

— 1}

Your Average of Average of Average of
Ranch 24 ranches 5 high 5 low
I 107 92 119
$130.03 $161,02 $109.69
e 9. 17 75.27 87.71
N 50.86 85.75 21.98
o 29.14 29.72 28,86
o 24,24 22.46 26,85
3 13.45 13.65 14,35
16,70 19.21 12,073

SIZF OF RANCH ON RETURNS

Incomes and costs for small, medium and large-sized ranches

are given in Table 6.

The residual to capital and operator's

labor increases from $6,451 for the small ranches to $8,970 for

the medium sized ranches and $12,831 for the large ranches.

Table 6. TOTAL INCOMES AND TOTAL COSTS BY SIZE OF RANCH, 1

Number of ranches......

Average number of cows

Average number of animal
units. . o i

Incomes

Cattle. . v v v e s e
Other livestock........
Other income.,..........

TOTAL CASH INCOME (1)

962
Average of Average of Average of
Small Medium Large
Ranches Ranches Ranches
(Under 150  (150-300 (Over 300
ALUL) AUL) A.U.)
..... 5 10 9
..... 102 161 356
..... 118 218 482
..... $12,432 $17,395 $L0,826
..... 207 1,120 499
..... 702 855 AN
..... $13,341 $19,370 sho,2u2
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Table 6. (continued)

Average of

Average of

Average of

Small Medium Large
Ranches Ranches Ranches
(Under 150  (150-300  (Over 300
AU ) A.U.) A.U.)
$ $
Increase in inv, value of
livestoek. . v i ii e i in e, ql7 821 1,485
Increase in inv. value of
crops and supplies......... —— 52 -
GROSS INCOME (2)........... 14,288 20,743 h3,727
Cash QCperating Expenses
Hired labor.........cv.vunn. 284 1,397 4,912
Feed. ... ... i i i, 253 1,134 2,314
Grazing fees and pasture
30D o 1 v 2723 526 1,115
CTOD CXDPENSE . v v it vt et ve e v enns 504 586 887
Repalirs for machinery........ 338 793 1,716
Repairs for bldgs. and
improvements., v v v e 102 169 Lo
Fuel for farm use............ 664 992 2,048
Custom work hired............ 22 398 234
Farm share of auto expense... 239 283 390
Livestock bought............. 1,861 825 4,003
Livestock expense. . .......... 313 Lo 1,062
Taxes on real estate and
personal property.......... 785 1,128 2,459
INBUPANCE . vt vt vt vn st ane s 143 245 622
Telephone and electricity
(farm share).......cvvvu.. 170 307 496
Water assessment............. 33 103 iy
Other exXpPensSeS. v e cnunrneses , 62 89 637
TOTAL CASH OPERATING
EXPENSE (3). .. iiiienn.. 5,996 9,383 23,403
Depreciation on machinery.... 879 1,420 3,429
Depreciation on bldgs. and
improvements. ... i ... 483 543 1,634
Decrease in inv. value of
livesteoek.,....... ... ... ... -—- - -—-
Decrease in inv. value of
crops and supplles......... T4 S 1,405
Value of family labor other
than operator.......uvvuu.a. o5 27 1,025
TOTAL EXPENSE (4).......... 7,838 11,773 30,896
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Table 6. (continued)

Average of Average of Average of

Small Medium Targe
Ranches Ranches Ranches
(Under 150  (150-300 (Over 300
A,UL) A.U.) A U.)
$ $ $
Measures of Return
NET CASH INCOME (1) - (2)... 7,345 9,987 18,839
RETURN TO CAPITAL AND
TO OPERATOR'S LABROR (2) -

L T 6,451 8,970 12,831
TOTAL CAPITAL INVESTMENT.... 62,600 113,754 240,506
Gross income per COW........ 152,36 136.49 130.09
Total expense per COW....... 86.99 79.10 94,53
Return to capital and to

operator's labor per cow.. 65.37 57.39 25.56
Capital investment per cow,. 612,19 717.12 685,34
Pounds of beef produced per

COW e v v v et r i 481 Lge L56

Calculation of Residual to Operator's Labor, Total
Capital and Land

As presented in this report, returns are shown as a resid-
ual to operator's labor and capital. The returns to labor and
capital can be separated only by making an assumed charge for
elther the farmer's Jabor or for his capital. These assumed
charges may not represent the true earnings of the lsbor or the
capital. Usually they are estimated at the cost of hiring the
labor, or at the interest paid on loans on larm property. In a
sense this is incorrect, since a farmer's labor and capital get
what they earn, not what is customarily paid for them. Still,
many like To know the earnings of the farmer's labor or the re-
turns he gets on his capital, and this is the only way 1t can

be estimated,




-17-
Three separations ol the return to the rancher's laber and
capital follow. These are for:
1, OQOperator's labor income
2. Rate earned on total investment
3, Value of land based on income

The operator’s labor income is calculsated by subtracting

interest on the totftal investment from the return tc the oper-
ator's labor and capital. An assumed interest charge of 5% 1is
used, The calculations are made for the average, the "five

H

high" and the "five low.

Your Average ol Average of Average of

Ranch 24 ranches 5 high 5 low

Total capital in-

vestment (1)........  $150,629 $85,718 $2l7,209
Return to operator's

labor and capltal (2) , 9,894 9,909 10,051
Interest on total T

investment @ 5% (3). 7,531 I, 286 12,360
Operator's labor

income (2) - (3).... _ 2,363 5,623 -2,309

If interest at 5% is deducted from the returns to operator!'s
labor and capital, $2,363 remains for the average of the group
as the return for their labor. The "five high' receive almost
$8,000 more for their labor than the "five low," with the assump-
tions made.

The rate earned on total investment is calculated by sub-

tracting an allowance of $M,OOO for the operator's labor frow
the return to operator's labor and capital and dividing the re-

mainder by the average total investment. The calculations follow.
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Your Average of Average of Average of

Ranch 24 ranches 5 high 5 low

Return to operator!'s

labor and cepital (1) $9, 894 $9,909 $10,051
Less allowance for

operator's labor (2). 4,000 4,000 4,000
Return to capital (3).. 5,894 5,909 6,051
TOTAL CAPITAL

INVESTMENT (4)....... - 150,629 85,718 247,209
Rate earned on total

investment (3) - (4). 3.9% 6.9% 2.4%

If an allowance of $4,000 for the operator's labor is
assumed, the remainder represents a return of 3.9% on the capital
investment for the average of the ranches, This is the return on
all forms of capital, including both real estate and personsl
property. A conservative value is used on real estate, ($250
per head of carrylng capacity) so the return would be less if
present gelling prices were used.

The value of land based on income is determined by deducting

charges except interest on the real estate investment to obtailn
the earnings of the land resource. These earnings are then
capitalized at an assumed rate of 5% to determine the capital
value of the land based on income. The calculations are agailn
made Tor the average of the group and for the "five high" and the

"five low,"
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Your Averapge of Average of Average of

Ranch 24 ranches 5 high 5 low
Return to operator's
labor and capital (1) _ $9,894 $9,909 $10,051
Allowance for operator
labor (2)........... 4,000 4,000 4,000

Interest on inv. value
of livestock, wma-
chinery, crops, and
supplies @ 5% (3). 3,820 2,161 6,423
Return to capital in
real estate (1) -
(2) = (3)eveinin, 2,07k 3,749 -372
Capitalized value of
return to real
estate (using 5% o
rate) (4)......... 11,480 74,980 /No residual
Animal units of carry- i
ing capacity (5).... 297 170 L to real
Value of real estate
per animal unit of estate
carrying capacity

(1-5) 140 L4y

The higher prices for cattle in 1962 are reflected in a
higher value of land if the residual to land is capitallized, The
value increases from $58 per animal unit of carrying capacity in
1961 to $140 in 1962 for the average of the group, Present sell-
ing prices are still from $300 to $600 per animal unit of carrying
capacity ~- considerably higher than the value of the land based
on income with the asssumptions made., Note however that the "five
high" have a residual tc land that would enable them to pay $441
per animal unit of carrying capsacity for their land. In contrast,
the "five low'" have no residual ftc land and could nol pay anything
for it. 1t 1s apparent then that real estate is worth more to
some cperators than toc others, The ranchers with the higher
returns can pay more for land than those wilith lower returns.

Onre must realize that the value of these ranches as calculated
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would be different if any of the following assumptlons were

varied:
1.

2.

An assumed value of $4,000 for the operator's labor.

A capitalization rate of 5% for the return to capital
in real estate,

An assumption that 1962 returns represent those for the
future accurately (since the value of land is stated to
be the present value of all of the future incomes to
land).

An assumed interest rate of 5% on the value of live-
stock, machinery, crops, and supplies.

An assumed value of $225 per month for unpaid family

labor other than operator.

The value obtained for real estate is correct only 1if these

five assumptions are correct,

A11 caleulations made ignore any increase in the value of

real estate as a possible income, since such ilncreases are not

assured,

others.

Land values have risen in some pericds and Fallen in

This is just one of the elements of uncertainty that

are part of the farming business.

The aversges for the ranches cooperating in 1962 are com-

pared with the results for 1961 and 1960 in Table 7. 'The final

figures for 1961 are revised slightly here from those appearing

in the report for that year.
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Table 7. COMPARISON OF 1962 RESULTS WITH THOSE FOR 1960 & 1961

1960 1961 1962

Number of ranches. . ... ... 2l 29 24
Number of cows Dper ranch........ovu... 241 221 222
Number of animal units per ranch...... 331 299 297
Capital investment other than real

estate per ranch. . ... innnnn, $79,923 $73,891 $76,400
Capital investment in real estate

SIS 422 o) + W 82,734 74,810 Th,229
The capital investment per ranch...... 162,657 148,701 150,629
Gross income per ranch, ... s, 28,018 27,333 27,787
Total expenses per ranch..........o.... 19,080 18,554 17,853
Return to operator!s labor and

capital per ranch. . i 8,938 8,779 9,894
Net cash income per ranch............. 12,047 10,495 12,757
Gross income per A.U.. ..., 8l . 66 g4 48 99,11
Total expenses per AU. .. e vn.. 57.65 63.49 60,18
Return to operator's labor and

capital per A.U. . it 27.01 30.99 38,93
Net cash income per A.U............... 36.41 36,67 46.13
Capital investment per A.U............ 491,00 501.00 514,27
GroSS 1NCOME PET COW. v v v v e e s s er e 116.43 125,36 130.03
Total EXPenSes DT COW. v v er s v nnnen.. 79.28 83.88 79.17
Return to operatort!s labor and

CaPital PeT COW. v vt is et e ane s 37.15 41,48 5C. 86
Net cash 1ncome DPer COW. v v enns. 50,06 48,04 60,7l
Capital investment Per COW.......u.v... 676,00 671,00 683.35
AUM outside feed DET COW. v v v vnrnrn . 4.3 bk 3.7
Percent gross income from cattle...... 96 93 ge
Percent cow herd scld during year..... 11 10 10
Percent Call CroD. v o i s e 89 g2 89
Pounds of beefl produced per ranch..... 115,439 97,420 101,364
Pounds of beefl produced per cow....... h79 L5t Lre
Number Of COWS PeIY MaN. v v, 108 111 107
Welght per calf so0ld. ... i vnnn.n Lup RILS Lk
Weight per yearling sold........o..... E54 661 662
Welght per cow 801d. .. in v, 1,098 1,056 1,046
Welght per bull sold..... .. 1.456 1,461 1,428
Selling price per cwt. calves......... $24.78 $25.75 $29.14
Selling price per cwi., yearlings...... 22.18 21.90 24,24
Selling price per cwh., COWS........... 12,77 13.03 13.45
Selling price per cwt. bulls.......... 16.88 18.01 16.70
Returns to operator's labor and capital by size of ranch

Small ranches (less than 150 A.U.),
Medium sized ranches (150-300 A.U. ) 6,0

Large ranches (more than 300 AU.).... 15,356

6,
12,

915
646

$ 2, 332 $ 4,460 ¢ 6,452

8,
12,

970
832
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This study could not have been made without the
cooperation of the participating ranchers of Lemhi
and Custer Counties and the assistance of County
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excellent assistance received from all persons con-
cerned has Dbeen invaluable in the conduct of the

study.
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average for 1961, The average return to capital and operator's
labor was $8,938 in 1960, $8,779 in 1961 and $9,894 1n 1962,

It appears that returns in years immediately following 19673

will continue low, These variations Iin return are due primarily

to changes in the price of feeder cattle,
In 1963, the 5 most profitable ranches show a return to capital

and labor of $9,390 which is over twice the return of $4,227 shown
ffor the 5 least profitable ranches. Since the mest profitable and
the least profitable ranches are geiected on the basis of returns to
capltal and labor per cow, the number of cows could be a further
influence on returns. In thils year, the 5 most profitable ranches
kept an average of 149 cows, while the 5 least profitable kept 214
cowsg. So, the 5 most preoefitable ranches had twice the total

return in spite of the fact they kept 30 percent fewer cows,

In the tables, the measure of return is the one described
above--the return to capital and to operator's labor, Since some
wish to know the estimated returns to caplital, land and labor separ-
ately, this 1is discussed on pages 17 to 21, One can estimate the
return to one of these resources only by assuming a charge for
the others. This estimate is only as good as the assumed value
for resources which are nct censidered as a residual,

In calculating the return to capital and to operstor's labor,
costs or charges includes
A1l cash Tarm cxpenses
Depreciation on machinery, bulildings and improvements
Decrease in inventory value of livestock

Decrease in inventory value of crops and supplies

L S e VN A O B

The vaiuve of family l1abor cther than the operator

at hired manis wages
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The income ltems are:
1. All cash farm income
2. ‘Increase in inventory value of llvestock
3, Increase in i1nventory value of crops and suppliles
Increase in inventory value usually represents llvestock or
crop value that was produced 1v the year but not sold., . On the
other hand, decrease in inventory value 1s usually due to sales
in excess of crops or livestock produced 1In the current year. If
an increase is shown under income, there will not be a decrease
under expenses., Only one or the other will occur.
The methods used in preparing this report are identical to
those used for the year 1961 for this same group of ranches, For
more detall on methods used and definitlon of terms used, see

Tdaho Agricultural Research Progress Report No, 73, Costs and

Returns to Mountain Type Cattle Ranches in Central Idaho in 1961.

Data presented 1n this report includes the following materlisel
for the 24 ranches:

1. S8ize and capital investment

no

Incomes and costs per ranch
Incomes and costs per anilmal unlt
Incomes and costs per cow

FPactors affecting returns

Incomes and costs by size of ranch

~N Oy 3 Fw

Calculation of residual to operator's labor, to total
capltal, and to land
8, Comparison of 1963 results with those for previous

years
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Figures are given both per cow and per animal unlt, since for
some purposes one is preferable to the other, Because only two
ranches are in the cow-yearling classification in 1963, no compar-
ison is made between cow-calf and cow-yearling ranches this year,

The value used for land and grazing rights is $250 per head
of carrying capacity. Present selling prices are considerably
higher than this, ranging from $300 to $600 per head and even
higher in some cases, Ranchers consgider that these values are
inflated and difficult to support on the basis of earnings. The
more conservative value of $250 per head 1s therefore used. This
means that the -returns to capltal as shown are higher than they
would be if present selling prlces were used,

The average investment of these ranches as shown In Table 1
is $154,837. Some of the larger ranches represent an lnvestment
of $500,000 or more, This is a sizeable investment, far exceeding
that of most small town businesses. The supervision of a buginess

of this silze regulres a high order of management ability.




Table 1. SIZE OF RANCHES AND CAPLITAL INVESTMENT, 1963

Average of Average of

Number of cows.........
Number of animal
unites. .. oo v e,

Summary cof Capital Investment:

Livestock............ .,
Machinery and power....
Crops and supplies.....
Total capital invest-
ment other than real

Land and grazing
rights at $250 per
A.U. of carrying
capacity.........

TOTAT, CAPITAL
INVESTMENT. ... ... ...,

5 most 5 least
Your Average of profitable profitable
Ranch 24 ranches ranches ranches
o 231 149 214
o 307 189 299
56,285 $34,315 $56,914
T $12,2u3 6,641 11,553
o 9,121 6,641 7,805
e 7', 649 W7 ,600 76,272
77,188 52,500 74,500
154,837 100,100 150,772
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Table 2. TOTAL INCOMES AND TOTAL COSTS PER RANCH, 1963

.Average of Average of

5 most 5 least

Cash Your Average of profitable profitable
Tneome Ranch 24 ranches ranches ranches
Calves 801d. ... ..o vuvunss $13,850 $ 8,206 $ 8,677
Yearlings sold,.......... — 5,904 5,456 7,497
Cows 801d, .. vvuinsosanssn I 2,h78 992 1,416
Bulls Sold......ce0uussss B 913 h20 2,258
Other liivestock or llve- -

stock products......... 415 269 737
(65 o) o< 1IN ' — 126 5 63
Work off the farm........ i 189 240 86
Miscellaneous income. .., .. Lrg 244 295

TOTAL CASH INCOME(1)... ol ha2y 15,832 21,029
Increagse 1n inv., value

of livestock.....vueve.. 1,750 1,896 3,861
Increase in inv., value of -

crops and supplies..... 516 1,930 ===

GROSS INCOME (2)....... 26,69 19,658 24, 890
Cagh Operating Expenses
Hired 1abor..v.veuine.... 2,411 Les 3,856
Y ~ 1,030 561 1,683
Grazing fees and A

pasture rent........... 527 483 755
Crop expense (bale ties, —

seed, fertilizer, crop

chemicals)...vnnsonss 73U 202 574
Repairs for machinery.... 1,002 480 1,153
Repairs for bulldings -

and lmprovements.,...... 201 318 255
Fuel for farm use........ B 1,292 557 1,314
Custom work hired........ T 270 151 185
Farm share of auto

CXPENISE . s s s s oo e snnnns 255 184 Lou
Iivestock bought......... T 3,099 2,997 2,768
Livestock expense........ T 851 586 549
Taxes on real estate T

& personal property.... 1,640 1,028 1,510
TNSUTSNCE, v s ey s censesas T 389 300 294
Telephone & electricity

(farm share)........... 318 206 250
Water assessment......... 84 59 207
Other expense. . ... ..ooss.. T 235 81 289

TOTAL CASH OPERATING
EXPENSES (3)........ B 14,338 8,618 16,086




Table 2. (continued)
Average of Average of
5 most 5 least
Your Average of profitable profitable
Ranch 24 ranches ranches* ranches¥*
Depreciation on
ma.chinery. .oo.oeeeens $ 2,264 $ 1,006 $ 2,610
Depreciation on bldgs.
and improvements..... 1,025 554 1,439
Decregse 1in inv., value '
of livestock......... -—- —-—- -—
Decreage in inv, value
of crops and supplies , S _— 348
Value of family labor
other than operator.. 516 90 180
TOTAL EXPENSES (4)... 18,143 10,268 20,663
Measures of Return
NET CASH INCOME (1)-(3) 10,086 7,214 I, oh3
RETURN TO CAPITAL AND
TO OPERATOR"S LABOR
(2) - (). .evieen.s. - 8,547 9,390 h, 2oy
TOTAL CAPITAL
INVESTMENT. ... . o s oo 154,837 100,100 150,772

¥ Most profiltable and least profitable ranches are on the basis

of return to capital and to operator's labor per cow,.

ignores the number of cows kept.

This




~10 -

Table 3. INCOMES AND COSTS PER ANIMAL UNIT, 1963

Casgh
Income

Cattle socld.....

--------

Other livestock and
livestock products....

CropsS.. v i iesas

--------

Work off the farm.......
Miscellaneous 1lncome. .

TOTAL CASH INCOME (1).

Increase in inv,
of livestock..

Increase in inv,
of crops and
supplies......

vaiue

value

--------

GROSS INCOME (2)......

Cash Operating Expenses

Hired labor.....
Feed......cv0vv
Grazing fees and

pasture rent..
Crop expense....

--------

--------

6 08 0 & 2 2 @

Repadirs for machinery...
Repairs for bulildings

and improvementsS......
Fuel for farm use.......
Custom work hired...... .
Farm share of auto

EXPeNSe. . uuas
Livestock bought

--------

nnnnnnnn

Irivestock expense.......
Taxes on resal estate

and personal
property......
Insurance.......

uuuuuuuu

Telephone and elec-
tricity (farm share)..

Water assessment
Other expenses..

nnnnnnnn

oooooooo

TOTAL CASH OPERATING

EXPENSES (3)

--------

Average of Average of

5 most 5 least
Your Average of profitable profitable
Ranch 24 ranches ranches* ranches*
.8 $79.95 461,82
1,98 3.20 2,09
51 .03 .30
- .96 2.03 15
1.51 1.50 .91
o 79.77 856.71 65.87
- 7.39 5.38 17.64
LTH 6.19 ——-
87.90 98,28 83.51
6.52 1.81 9.71
- 3.35 2.71 4,01
o 1.81 2.6l 2.4l
2.5 1.1¢ 2.08
3.27 2.79 3.35
.89 1.98 1.01
- L2k 3.0y I 42
.91 1.07 .80
o 1.13 1.16 2,11
10.17 9.05 11.55
e 2.92 3.36 2,07
e 5.51 5.97 4,75
- 1,22 1.13 .95
B 1.02 1.34 .80
o .29 .18 .95
73 LAl .95
L6, 52 4o .26 52,85

¥ Most profitable and least profitable ranches are on the basils

ol return to capitsl and to operatoer's labor per cow.

ignores the number of cows kept.

This
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Table 3. (continued)

Average of Average of

5 most 5 least
Your Average of profitable profitable
Ranch 24 ranches ranches¥ ranchegs*
Depreciation on
machinery............ _ $7.24 $5.59 $7.74
Depreciation on bldgs.
and improvements,.... B 3.65 3.43 5.14
Decrease in inv. value
of livestock......... ——n -—- -—-
Decrease in inv. value
of crops and
supplies _——- ——— 1,44
Value of famlly labor
other than operator.. 1,42 1.07 1.62
TOTAL EXPENSES (4)... 58.83 50.35 68.79

Megasures of Return

NET CASH INCOME (1) -

(3) i iien et - 33,25 U6, 45 13,02
RETURN TO CAPITAT, AND

TO OPERATOR'S LAROR

(2) = (W), vennnnn.. 29,07 4,93 14,73
TOTAY, CAPITAL
INVESTMENT PER A.U... 508 . 517 503

* Most profitable and least profitable ranches are on the basis
of veturn to capltal and to operator's labor per cow. This
ignores the number of cows kept.
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Table 4, INCOMES AND COSTS PER COW,

1963

Cash
Income

Cattle sold...

Other livestock and
livestock products...

Crops.. . osssas

uuuuuuuuu

Work off the farm......
Miscellaneous incone, .,

TOTAL CASH INCOME (1)

Increase in inv, value

of livestock

aaaaaaaaa

Increase in inv. wvalue

of crops and
supplies....

GROSS TINCOME

Cash Operating Expenses

aaaaaaaaa

(2).....

Hired labor...

nnnnnnnnn

Feedooaooouaeoo nnnnnnn o
Grazing fees and

pasture rent
Crop expense. .
Repairs for

machinery...

aaaaaaaaa

:::::::::

xxxxxxxxx

Repairs for bildgs. and

improvements

ooooooooo

Fuel for farm use......
Custom work hired......
Farm share of auto

expense, ., ..,

EIEE TR T R S

Livestock bought. oo
Livestock expense aaaaaa
Taxes of resl estate

and personal
property. ...
Insurance. ....

oooooooooo

e 2 @ o a3 00

Telephone and elec-
tricity (farm share).
Water assessment.......

Other expenses

uuuuuuuuu

TOTAL CASH COPERATING

EXPENSES (3)

uuuuuuuuu

Average of Average of

5 most 5 least
" Your  Average of profitable profitable

Ranch 24 ranches ranches®* ranches¥
%9745 $100.65 $84.00
L 2.07 3.69 3.46
B .62 Neolll .35
T 1.22 2,69 .97
- 2.06 2,11 1.15
_1ok,02 109.18 89.93
o 9.85 7.62 23.77
o .60 8.05 VST
T B L 124,85 113,70
o 8.87 2.29 13 86
- 4,26 3.64 644
L 2,36 3.34 3.28
- 3.28 1.51 2,88
N h.37 3.56 i, 83
o 1.15 2,38 1.43
o 5.59 4,39 6.00
- 1.22 1.45 1.12
_____ 1.45 1.39 2,79
B 12.83 11.32 1k, 42
o 3.80 W27 2,95
) 3 7.24 7.0 6.68
1.58 1,00 1,24

B 1.35 1.62 1,16
. .36 .25 1.16
- 1.00 .53 1.17
60.71 50.82 71.41

# Mogt profitable and least profitable ranches are'on the basis
of return to capital and to operaftor's labor per cow. This
igneres the number of cows kept,




Table 4, (continued)

Depreciation on

machinery..oooecsovocos .

Depreciation on bldgs.
and improvements.....
Decrease 1in inventory
value of livestock,.,
Decrease in inventory
value of crops and
Bupplies. ... .o cs e
Value of family labor
other than operstor..

TOTAL EXPENSES (U4)...

Measure of Return

NE? ?ASH INCOME (1) -
S 3 PSS

RETURN TO CAPITAIL AND
TO OPERATOR'S LABOR

(2) - M),

TOTAL CAPLITAL
INVESTMENT PER COW...

~-13-

Average of Average of

5 most 5 least

Your Average of profitable profitable
Ranch 24 ranches ranches* ranches¥
. $9.42 $ 6.79 $ 10.79
k.73 4,16 6. 84

- e 3,23

- 1.95 1.23 2,09

e 76.81 63.00 9k, 36
o 43,31 58,36 18.52
o 37.66 61.85 19.34

670 662 697

¥ Most profitable and least profitable ranches are on the basis

of return fto capital and to operatcrs labor per cow.

ignores the number of cows kept.

This
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Factors affecting returns are grouped in Tabie 5 under the
heading of size, organization, rate of production, efficiency

and selling price.

Table 5, FACTORS AFFECTING RETURNS

Average of Average of

5 most 5 least

Size Your Average of profitable profitable
Factors Ranch 24 ranches ranches® ranches®
No. of animal units..... 307 189 299
NO. Of COWS, v ovonoeas 231 149 214
Total capital

investment,........... $154,837  $100,100 $150,772
No. of men............., _ 1.8 1.2 1.9
Organization Fagctors
Animal unit months of

outside feed (BIM & FS)

+ rented pasture...... 907 763 1,030
Animal unit months of

outside feed per cow., 3.6 .2 4,8
Percent of year on B

outside feed...,...... 24 27 31
Percent of gross income

from cattle........... 91 87 93
Percent of cow herd

sold during the year.. 8 7 6
Rate of Production Factors
Percent calfl Crop....... 89 92 91
Pounds of beef produced

PET COW. v s v nssonnesns 180 505 531
Average weight per :

calfl 801d.....vvvreunn hhly L 433
Average welight per

yearling sold,........ 631 679 626
Average weight per cow

B0ld. . i i s e 1,059 996 1064
Average weight per bull

ST K< R L 1,445 1369 1431
Efficiency Factors
Capital investment per

COW,ov vns e sanoosaaass
Real e5tate. .. v s, $337 $345 $351
Personal property....... 333 317 346
T I — $670 F662 5697

#* Most prefitable and least profitable ranches are on the basis
of return to capital and to operstor's labor per cow. This

ignores the number of cows kept.
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Table 5, (continued)
Average of Aversge of
5 most 5 least
Your Average of profitable profltable
Ranch 24 ranches  ranches ranches
No., of cows per man...., - 123 127 111
Gross income per cow.... $1ih.uy $124.85 $113.69
Total expense per cow... 76,81 63,00 94,36
Return to capital and
to operator's labor
DET COW, v s sso N - 37.66 61.85 19.33
Marketing Hfficlency
Average selling price
per cwt. calves....,.. 2h . a7 24 .30 24,27
Average selling price
per cwt. yearlings.. _ 22,6l 20,08 23,11
Average selling price
per cwt. Cows......... _ 12,50 11.71 13,35
Average selling price
per cwt. bulls,.... cew 17,15 15.59 14, 86
THE EFFECT OF SIZE OF RANCH ON RETURNS

Incomes and costs for small, medium and large-sized ranches

are given in Table 6,

The residual to capital and operator's labor

increases from $3,98? for the small ranches to $5,603 for the

medium sized ranches and $12,764 for the large ranches,

Table 6,

TOTAL INCOMES AND TOTAL COSTS BY SIZE OF RANCH, 1963

Average of Average of

Average of

Sma ] Medium Large
Ranches Ranches Ranches
(Under 150 (150-300 (Over 300
U.) A.U.) A.U,)
Number of ranches........... 5 3 11
Average number cf COWS,,.... 08 160 342
Average number cof animal
LI Vo o T v = S 119 211 461
Incomes
Catbtle.......onuinrnnraneeas  $9,542 $13, 940 $36,218
Other livestock.......0ees.a 285 505 409
Other dncome,........0conuon 309 195 971
TOTAL CASH INCOME (1)...., $10,136 $15,240 $37,598
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Table 6. (continued)

Average of Average of

Average of

Small Medium Large
Ranches Ranches Ranches
(Under 150 (150-300 (Over 300
A.U.) A,0.) A.U.)
$ $ $
Increagse in inv., value of
1ivestoeK, v v v en e ciai e 1,320 2,362 1,501
Increase in inv. value of
crops and supplies............ - - 1,551
GROSS INCOME (2)..........0... 11,456 17,602 4o, 650
Cash Operating Expenses
Hired 1abor. v s svervneoensnenen 167 1,165 I ,336
e, ot t e s es s e e o cnnannsenens 339 611 1,649
Grazing fees and pasture rent... 260 376 758
Crop EXPENSE. .o ervrornnoansnons 426 oy 1,047
Repairs for machinery........... 294 679 1,512
Repairs for bldgs. and
improvements. . oo it it i i e 106 22l 228
Fuel for farm USC. ... o crnsnosos 605 892 1,895
Custom Work hired.....ovsvooonrss 98 214 389
Farm share of auto expense...... 278 171 304
Livestock bought.....c.evveusenss 1,137 2,352 4,534
Livestock CXPENSE. . c vy oo . s 438 587 1,231
Taxes on real estate and
- personal property............. 708 1,134 2,433
T B UTBNICE s 4 o s st v e s e v cnts s s o ens 106 283 596
Telephone and electricitly
(farm share) . ... cnrnerans 129 185 501
Water assessment. ..o v noeen o 5 110 102
Other eXpPenSeB. .. crvorerreorrcss 69 73 4o7
TOTAL, CASH OPERATING
EXPENSE (3) .. irenenienisonns 5,265 9,551 21,943
Depreciation on machinery....... 879 1,570 3,398
Depreclation on bldgs. and
TP rOVEMENTES s v s v s e v v s e sonss 611 570 1,543
Decrease in inv, value of
livestock. . s esosnonconca - —-—- -—-
Decrease in inv. wvalue of
crops and supplies........c... 44y 308 -
Value of family labor other
than operator. .. v, ovreronsoson 270 -—- 1,002
TOTAT, EXPENSE (4).......c0ven 7,469 11,999 27,886
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Table 6. (continued)

Average of Average of Average of

Small © Medium Large
Ranches Ranches Ranches
(Under 150 (150-300 (Over 300
_A.UL) AU ) A.U.)
Measures of Return
NET CASH INCOME (1) - (3)....... $ 4,871 $ 5,689 $ 15,655
RETURN TO CAPITAL AND
TO OPERATOR'S LAROR (2) - (4). 3,987 5,603 12,764
TOTAL CAPITAIL INVESTMENT,....... 60,589 107,879 231,828
Gross income Der COW........ Caa 122,44 113.87 123.77
Total CXPENSE PET COW. s .s.. Cee 81.36 76.58 87.91
Return to capital and to
operator's labor per cow...... 41..08 37.27 35,86
Capital investment per cow...... 619 678 688
Pounds of bheef produced per
COW e vt s v st est et i 485 468 n8r

Calculation of Residual to Operator's Labor, Total
Capital and Land

As presented in this report, returns are shown as a reslidual
to operator's labor and capital. The returns to labor and capital
can be separated only by making an assumed charge for eilther the
farmer's labor or for his capital. These assumed charges may not
represent the true earnings of the labor or the capital. Usually
they are estimated at the cost of hiring the labor, or at the
interest pald on loans on farm property. In a sense this 1is in-
correct, since a farmer's labor and capital get what they earn,
not what is customarily paid for them. Still, many 1like to know
the earnings of the farmer's labor or the returns he gets on his
capital. These can only be calculated by estimating a charge for

elther one of these resources or the other,
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Three separations of the return to the réncher's labor and
capital follow, These are for:
1. Operstor's labor income
2, Rate earned oh total investment
3. Value of land based on income

The operator's labor income 1s calculated by subtracting inter-

est on the total investment from the return to the operator's labor
and capital, An assumed interest charge of 5% is used. The cal-
culations are made For the average, the five most profitable and
the Tive least profitable ranches.

Average of Average of

5 most 5 least
Your Average of profitable profitable
Ranch 24 ranches ranches ranches
Total capital in-
vestment {1)......... $154,837 $100, 100 $150,772
Return to operator's
labor and capital (2) 8,548 9,390 h,227
Interest on total
investment @ 5% (3).. 7,742 5,005 7,538
Operator’s labor
inceme (2) - {3)..... 806 h,385 -3,311

If interest at 5% 1s deducted from the returns to operator's
labor and capital, $806 remains for the average of the group as
the return for their labor. The five most profitable recelve
$7,696 more for thelr labor than the five least profitable with
the assumptions made,

The rate earned on total investment is calculated by sub-

tracting an allowance of $4,000 for the operator's labor from the
return to operatoris labor and capital and dividing the remainder

by the average total investment. The calculations follow,
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Average of Aversge of

5 most 5 least
Your Average of profitable prefitable
Ranch 24 ranches ranches ranches
Return to operator's
labor and capital (1) $8,548 $9,390 $U,227
Less allowance for
operator's labor (2), 4,000 I, 000 4,000
Return to capital (3).. b, 548 5,390 eay
TOTAL CAPITAL
INVESTMENT (4)....... o 154,837 100,100 150,772
Rate earned on total
investment (3) - (4). 2.2% 4.0% -, 6%

If an aliowance of $4,000 for the operator's labor is assumed,
the remainder represents a return of 2,2% on the capltal investment
for the average of the ranches, This is the return on zll forms
of capital, including both real estate and personal property. A
conservative value is used on real estate, ($250 per head of
carrying capacity) so the return would be less 1If present selling
prices were used,

The value of land based on income is determined by deducting

charges except interest on the real estate investment to obtaln
the earnings ol the land resource., These ecarnings are then cap-
italized at an assumed rate of 5% to determine the capital value
of the land based on Income, The calculations are again wmade for
the average of the group and for the five most prcfitable and the

five least profitable ranches,
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Average of Average cof

5 most 5 least
Your Average of profltable profitable
Ranch 24 ranches ranches ranches
Return to operator's
labor and capital (1) $8,548 $9,390 $4,227
Allowance for operator's ‘
labor (2)Y.....vvn... o 4,000 4,000 4,000

Interest on Inv, wvalue
of livestock, machin-
ery, crops, and
supplies @ 5% (3) s e e 35882 21380 3 814

Return to capital in
real estate (1) -

(2) - (3).. e 666 3,010 -3,587

Caplitallized value of .
return to resai
estate (using 5% rate)
(Y. 13,340 60,200 No residual

Animal units of carry- :
ing capacity (5)..... 292 210 to real

Value of real estate T [
per animal unit of estate
carrying capaclty

(h-5)........ e b6 287

—_ J

If the residual to land is capitalized, the average value of
real estate per animal unit ranges from a low of $46 per animal
unit te a high of $140 in the 1960-63 period. Present selliing
prices are still mostly from $300 to $600 per animal unit of
carrying capacity--considerably higher than the value of the land
based on income with the assumptions made. Note however that the
f'ive most profitable ranches have a residual to land that would
enable them to pay $287 per animal unit of carrying capacity for
their land, In contrast, the five least profitable have nc
residual tc land and could noet pay anything for i1f, It is appar-
ent then that real estate is worth more te some operators than
to others. The ranchers with the higher returns can pay more for
land than those with lower returns. One must realize that the

value of these ranches as calculated would be different if any of
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the following assumptions were varied:

1.

2.,

An zssumed value of $4,000 for the operator's labor,

A capitalization rate of 5% for the return to capital

in real estate,

An assumption that 1963 returns represent those for the
future accurately (since the value of land is stated

to be the present value of all of the future incomes

to land).

An assumed interest rate of 5% on the value of livestock,
machinery, crops, and supplies.

An assumed value of $225 per month for unpaild famlly

labor other than operator.

The value obtained for real estate is correct only 1f these

five assumptions are correct.

All calculations made lgnore any lncrease in the value of

real estate as a possible income, since such increases are not

assured,

others.

Land values have risen 1in some periods and fallen in

This 18 just one of the elements of uncertalnty that are

part of the farmlng business.

The averages for the ranches cooperating in 1963 are compared

with the results for previous years in Table 7. The final figures

for 1961 are revised slightly here from those appearing in the

report for that year,
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1963

ol
231
307

$77,649

77,188
154,837
26,690
18,142

8,548
10,087

87,90
58.83

29,07
33.25
507.57
114,47
76.81

37.66
43,31
670. 14
3.6

91

8

89
110,583
L8O
123
hhh
631
1,059
1,445
$24, 97
22,640
12,50
17.15

$ 3,986
5,602

Table 7. COMPARISON OF 1963 RESULTS WITH THOSE FOR PREVIOUS YEARS
1960 1961 1962

Number of ranches.......... S 24 29 24
Number of cows per ranch.......... 241 221 222
Number of animal units per ranch.. 331 299 297
Capltal investment other than reail

estabe per ranch................ $79,923  $73,891 $76,400
Caplital investment in real estate

DET TENCH. v v vt vt et ie s e 82,734 74,810  7h,229
The capital investment per vanch.. 162,657 148,701 150,629
Gross income per ranch............ 28,018 27,333 27,787
Total expenses Per ranch.......... 19,080 18,554 17,893
Return to operator's labor and

capltal per ranch. ... .oeeevens.. 8,938 8,779 9,894
Net cash income per ranch......... 12,047 10,495 12,757
Gross income per AU, v i rnon. 84,66 gl , 48 99,11
Total expenses per A.U...vvvnn . 57.65 63.49 60. 18
Return to operator's labor and

capital per A.U....vvriisnnrans 27.01 30.99 38.93
Net cash income per A.U. . ..o o..s. 36.41 36,67 46,13
Capital investment per A.U........ 491,00 501.00 514,27
Gr0ossS 1NCOME PET COW. v v snssnensn, 116,43 125,36 130.03
Total eXPensSes PET COW. . vawsssnn.. 79.28 83.88 79,17
Return to operstor's labor and

capltal Per COW. ... vennonenenss 37.15 41,48 50, 86
Net cash income per COW........... 50,06 48,04 60 .7l
Caplital investment per cow........ 676.00 671,00  683.35
AUM outside feed per COW.......... 4.3 4.4 3.7
Percent gross income from cattle.. a6 93 Q2
Percent cow herd scold during

VOB . s v s s an s st v s v o s a s st asss s aas i1 10 10
Percent Calf CroD. .o eseossonssson 89 92 89
Pounds of beef produced per ranch. 115,439 97,420 101,364
Pounds of beef produced per cow... 479 57 b2
Number of cows per man...... cee e 108 111 107
Weight per calf s0ld......ocveevn Lh2 L5 Ly
Weight per yearling sold.......... 654 661 662
Weilght per cow s01d......v0ivvu.s. 1,098 1,056 1,046
Weight per bull s01d.....cvvuveann. 1,456 1,461 1,428
Selling price per cwt. calves,.... $24.78 $25.75  $29.14
Selling price per cwt. yearlings. 22,18 21.90 20,24
Selling price per cwt. Ccows.....,.. 12.77 13.03 13,45
Selling price per cwt. bulls,..... 16. 88 18,01 16,70
Returns to operator's labor and capital by size of ranch
Small ranches (less than 150 A.U.). $2,337 $ 4,460 § 6,452
Medium sized ranches (150-300 AU. ,086 6,915 8,970
Large ranches (more than 300 A,U. 15,356 12,646 12,832

12,765,

(
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