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A structural shift in global grain markets that started in 2007 had major impacts on both crop and livestock
prices as well as enterprise net returns. Did this structural shift result in differing rates of return for crop
and livestock farms? This article uses aggregate commodity price indices for crop and livestock
enterprises, and rates of return for beef, dairy, diversified, and crop farms derived from the FINBIN
database to address this question.

Comparison of Commodity Prices

Figure 1 illustrates the index of price received for all crop enterprises and all livestock enterprises using
USDA-NASS data. 2007 was chosen as the base period and thus has an index of 1.00. The two
aggregate commodity price indices diverged from 2008 to 2010, from 2014 to 2016, and from 2023 to the
current month. The livestock index was below the crop index from 2008 to 2010, and above the crop
index from 2014 to 2016 and from 2023 to the current month. The divergence between the two
aggregate price indices has been particularly large recently. The livestock index was 43% higher in 2024
and 63% higher in 2025 than the crop index. Moreover, for the first six months of 2026, the livestock
index was 41% higher than the crop index.
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Figure 1. Index of Price Received (Base = 2007)

—Crops —Livestock
2.50

2.00

1.50

1.00

0.50

N~ @0 O o ™~
o o o @« -

13
14
15
16
17
18
19
20

- - N 9 = v o
- oSN O N NN ™M

Source: USDA-NASS farmdocpaiy

Comparison of Rates of Return

As discussed in Langemeier (2025), there are three major changes that contribute to an increase or
decrease in net worth: change in retained earnings, change in contributed capital, and change in market
valuation. The change in retained earnings measures the amount of net income in a particular year that
is kept in the business. The change in capital contributions accounts for gifts, debts forgiven, and capital
contributions and distributions. The change in market valuation subtracts the change in deferred liabilities
from the change in the market value of capital assets. Deferred liabilities represent an amount that is
owed if an asset is sold.

Table 1 contains the average for the change in net worth and its component for beef, dairy, diversified,
and crop farms included the FINBIN database. When comparing farm types, it is useful to briefly discuss
the major sources of cash farm income for each farm type. The five largest sources of cash farm income
(in descending order) for the beef farms were beef finishing, corn, soybeans, beef backgrounding, and
beef calves. The five largest sources of cash farm income for the dairy farms were milk, cull breeding
stock, corn, dairy calves, and soybeans. For the diversified farms, the five largest sources of cash farm
income were corn, custom work income, dairy finishing, contract livestock income, and soybeans. Finally,
for crop farms, the five largest sources of cash farm income were corn, soybeans, spring wheat, sugar
beets, and custom work income. The retained earnings computation in Table 1 included both net farm
income and personal income. Depending on farm type, from 61% to 66% of the change in net worth can
be attributed to retained earnings.
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Table 1. Decomposition of Changes in Net Worth, 2007 to 2025

Beef Dairy Diversified Crop
Decomposition of Met Worth
Change in Retained Earnings 81,237 104,784 77,003 117,156
Change in Contributed Capital 9,663 2528 3,947 8,296
Change in Market Valuation 42 337 53,868 36,663 64,753
Change in Net Worth 133,243 161,180 117,613 180,206
Other Financial Information
Met Farm Income 96,328 153,458 102,508 156,782
Gross Farm Income 766,448 1,370,973 643,608 831,543
Met Farm Income / Gross Farm Income 12.6% 11.2% 15.9% 18.9%
Retained Eamings / Met Farm Income 84 3% 68.3% 75.1% T4.7%
Retained Earnings / Average Met Worth 9.2% 8.1% 8.1% 9.3%
Percentage of Income from Livestock 64.7% 91.8% 47.0% 1.68%
Coefficient of Variation
Met Farm Income / Gross Farm Income 61.6% B2. 7% 38.9% 57.9%
Retained Earnings / Average Net YWorth BT 2% 100.6% 49 6% 106.7%
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In addition to changes in net worth, Table 1 contains summary statistics for net farm income, gross farm
income, net farm income as a percentage of gross income (i.e., the net farm income ratio), retained
earnings as a percentage of net farm income and net worth, and percentage of income from livestock.
Using gross farm income as a measure of farm size, on average, the diversified farms were the smallest
farm type, and the dairy farms were the largest. The net farm income ratio measures farm efficiency.
The diversified farms and the crop farms had relatively higher net farm income ratios compared to the
beef and dairy farms. The dairy farms retained the smallest amount of net farm income while the beef
farms retained the highest proportion of net farm income. Rates of return (i.e., retained earnings as a
proportion of net worth) ranged from 8.1% to 9.3%, a relatively small range.

The coefficient of variation (standard deviation divided by the average) is a measure of relative variability.
Coefficients of variation were computed for the net farm income ratio and the rate of return. Relative
variability of the net farm income ratio for the diversified farms was substantially lower than that for the
other three farm types. Rates of returns for the diversified farms and the beef farms were less variable
than rates of return for dairy farms and crop farms. Using percentage of income from livestock to gauge
specialization, the diversified farms and the beef farms were less specialized than dairy and crop farms.
Typically, increasing diversification (i.e., reducing specialization) mitigates risk.

Figure 2 illustrates retained earnings as a percentage of average net worth for all four farm types. Even
though rates of return for diversified and beef farms were less variable, there is quite a bit of variability for
all four farm types. The rate of return for dairy was negative in 2009 and 2018 while the rate of return
was negative for beef farms was negative in 2016. The rate of return was over 20% for dairy farms in
2007 and crop farms in 2007, 2008, and 2012. Financial performance for crop farms was relatively
stronger than livestock farms from 2007 to 2012, and relatively weaker in the last three years.
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Figure 2. Retained Earnings / Average Net Worth, 2007 to 2025
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Concluding Comments

Average rates of return for beef, dairy, diversified, and crop farms ranged from 8.1% to 9.3% from 2007 to
2025. Variability in rates of return were lower for the beef and the diversified farms. Financial efficiency,
measured using the net farm income ratio, was relatively higher for the diversified and crop farms.

In summary, rates of return since 2007 have been relatively strong for both crop and livestock farms.
Moreover, the structural shift in global grain markets did not seem to adversely impact one type of farm
(e.g., crop farm) over another type of farm (e.g., livestock farm).
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