
denly, “custom work was what made
my farm go,” Olsen says.

By the fall of 2005, he was running a
custom harvest business from Texas to
Canada, covering 79,000 acres and in-
volving 14 combines, 11 semis, assort-
ed service vehicles and a crew of 25,
largely recruited from South Africa. His
Minnesota operation had also expand-
ed: farming about 5,000 acres in a 50-
mile radius of Hendricks, running a
year-round livestock- and grain-truck-
ing business and feeding cattle in his
spare time. 

For the ability to preserve and grow a
major business from scratch, despite
major financial setbacks, this maga-
zine named Olsen its Top Producer of
2006 and winner of a 200-hour Chal-
lenger tractor lease.

True grit. “Bankruptcy and a job
pumping diesel at the closest truck stop
would have been Plan B for most 20-
year-olds in Chad’s situation. But Chad

isn’t a quitter,” says Olsen’s
banker, Chad Muegge, presi-

dent of the State Exchange
Bank in Lamont, Okla.,
who first met Olsen when
leasing a combine from
him in 1998.

Muegge knew that
Olsen operated in an ambi-

tious, high-debt, high-growth
mode, and had recently experi-

enced back-to-back crop failures when
early freezes claimed all of his soybean
and wheat acres near the Canadian
border. That mishap also took several
years to recover. Still, Muegge felt con-
fident that Olsen’s growth was meas-
ured and diversified, his crop
marketing scored above average and
his people skills rated outstanding:

M
ost other 22-year-
olds without fami-
ly backing and a
Mt. Everest-sized
debt would have

cut and run. Even today, 15 years
after the fire that consumed

his 48-cow dairy herd and re-
duced his partially remod-
eled barn and its contents
to ash, Chad Olsen
chokes back tears as he
relives the memory. “I
hadn’t even finished re-
modeling the barn, and
the cows weren’t paid
for,” he recalls. “The in-
surance wasn’t enough. I
wasn’t old enough to

have built reserves.”
The fire, and its aftermath,

devastated Olsen emotionally
and financially. With $100,000

of debt and few hard assets to repay
it, he scrambled to earn money by
taking odd jobs, trucking,
driving school buses and

farming rented ground.
In his hometown of

Hendricks, Minn., a lake
community with a popu-
lation of 700, bankruptcy

wasn’t an option. “That
scar would have hung
over my name for life, so I

knew I wouldn’t ever be able to
come home again,” he says.

Lucky break. The first few years
were a struggle. Then in 1993, Olsen
launched a custom harvest operation,
hiring himself and his used John Deere
7720 combine out to a neighbor who
had taken an interest in the young

farmer. Other jobs followed. Sud-
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Cover Story / By Marcia Zarley Taylor

PHOTO: BILL ZARS

Stock car racing and farming are really games of attrition, says Minnesota farmer
Chad Olsen, who drives a Monte Carlo between harvest jobs. “Racing taught me 

patience. My first year, I didn’t care what it took to get to the front. Then I learned that
somewhere in the 25 laps of the race, the pacesetters will make a mistake and that’s
your window to move ahead.”

Have Combine, Will Travel
Machines are rarely idle at Olsen Custom Farms
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Olsen never added a com-
bine until he booked the
acres to pay for it; he never
asked his employees to
work harder than he did;
and his Minnesota farm
and trucking businesses
offset the custom harvest risk
and vice versa. So Muegge
convinced the bank’s board
of directors to take a risk on
an ag customer 700 miles
outside their geo-
graphic turf. The bet
paid off for both the
lender and the custom
harvester, as Olsen’s rev-
enues and profits have grown
exponentially. 

“What I have seen Chad do over
the last seven years is impressive,”
Muegge says with obvious admiration.

Work ethic. Plain hard work ac-
counts for much of Olsen’s success to
date. As a young custom harvester, he
ran lean with 100% used equipment,
relying on his own skills and in-house
mechanics to keep machines hum-
ming. By 2004, when he bought his
first new combines, his machines each
covered 8,062 acres per season, versus
6,872 for the average custom operator

tracked by CHAMP, a Kansas State Uni-
versity benchmarking service that
monitors profitability for about two
dozen custom operators. 

Instead of hauling in expensive trail-
ers, his crews drove combines hun-
dreds of miles from stop to stop. The
entire crew—including Olsen’s wife
Pam and three daughters—camp in

mobile bunkhouses they converted
from flatbed semi trailers. 

Perhaps more unusual, Olsen was
one of the first in his industry to rent
his spare machines, rather than let
them sit idle between jobs on the har-
vest route, notes Terry Kastens, a Kansas
State economist who co-manages
CHAMP. “These were outside the norm
because of the stress factor,” says Kas-
tens, who has rented Olsen’s equip-
ment on his own family’s 7,000-acre
farm. “Roading takes time, and some
were reluctant to rent equipment for
fear it would compete with their cus-
tom business. But the fact is, doing

Maximize your machinery dollars

Machinery costs for owner-operators have escalated rap-
idly since 2004 and are a major differential among Mid-

west farmers. Among several hundred corn-soybean clients
tracked by Allen Lash, president of the Brighton, Ill., consulting
firm AgriSolutions, the range can amount to $100/acre. “Even
if you put 300 hours/year on a $250,000 combine, you’re
spending $90 to $100/hour just in capital costs,”
Lash says. “For many of our clients, adding prin-
cipal, interest and operating expenses brings total
cost to $110 to $145/hour. I don’t know why more
people don’t consider rentals.”

The options may be more complicated than just
cost alone, notes Terry Kastens, a Kansas State
University economist. He has developed rules of
thumb that are good indicators of whether it pays individual
farmers to buy, lease, rent or hire custom harvest operations:
• To capture advantages of operating larger equipment, you
need to maximize hours per machine. The typical custom har-
vester puts about 580 hours (6,872 acres) on each combine an-
nually, a proposition that obviously pays. Kastens says that
someone who logs less than 300 hours per combine and wants
the advantages of newer equipment should consider renting or
hiring custom operators to keep costs in check.

• When comparing renting versus custom hire or ownership, al-
ways add labor and variable expenses (like fuel, repairs and in-
surance) into the equation. “The $10/acre cost of combine
rentals may look reasonable (especially compared with custom
rates of 25¢/bu. on corn), but many efficient owner operators
can actually beat that cost by running older machines.”
• The higher your tax bracket, the more you benefit from own-
ing machinery. Some leasing pitches fail to include deprecia-

tion and interest deduction in the analysis,
Kastens argues, incorrectly making leases look
more attractive than ownership. “If you’re in a
high tax bracket, you’re almost always better off
with ownership. Someone in a high-growth mode
with good profits (but low tax brackets) is gener-
ally the best candidate for leasing.”
• Cost doesn’t equate to profit. “In the Kansas

Farm Business Farm Management database, the typical farmer
who owns all of his machinery pays 30% more than if he hired
it all done,” says Kastens. “The problem is, people who hire it
done don’t always make more money. There are timing is-
sues—like whether the crops were planted or sprayed on time.
So it’s hard to generalize.”

To sort out the confusion, try the buy versus lease equipment
programs at Kansas State’s Web site, www.agmanager.info/.
Then click under farm management, machinery, decision tools.

Low-cost
may not be 
high profit 

Olsen Harvest Tour
Starting Memorial Day week and ending at Thanksgiving, Olsen must

track where every machine and crew member will be for optimum equip-
ment efficiency.

PHOTOS: OLSEN CUSTOM FARMS

Hendricks
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things in this uncomfortable zone
makes money.”  

With that combination—relatively
inexpensive equipment, living lean
and the will to work 20-hour days
much of the year—Olsen’s total costs
ran $78 per $100 revenue, versus $93
for the CHAMP average in 2004.

Partnership. For most couples, the
vagabond lifestyle poses a threat to a
stable family life. But Chad’s wife and
business partner, Pam, grew up in a
dairy family with nine children. She
shares his passion for farming and
joins him on the four-month road trip,
initiating their daughters when the first
was only three weeks old. 

From Memorial Day to Thanksgiv-
ing, Pam also mothers their crew.
When two employees were seriously
injured in a machine shop explosion—
one received third-degree burns over
35% to 40% of his body—Pam visited
them in the Sioux Falls, S.D., hospital
every day for three months. 

Her patience and unconditional
support allow Chad to operate at full
throttle. Says Olsen: “Only one time
since we’ve been together has Pam
asked, ‘Is harvest almost done yet?’”

Full speed. For 2006, Olsen plans to
boost his combine capacity to 20 units,
operating 12 and renting the remain-
der. As a smaller, more nimble custom
harvester, he thinks he can compare fa-
vorably with rental competitors like
MachineryLink or even dealerships,
which prefer to sell machines off the
lot when they can. Eventually, Olsen
says he’d like to trade equipment more
frequently, so that no combine in his
fleet is more than two years old.  

As he matures in the custom busi-
ness, his costs may go up, cautions Kas-
tens, the Kansas economist. “If Chad
grows with new model machines, he
may lose some of his competitive
edge.” On the other hand, the Min-
nesotan has a history of getting any job
done. No excuses. ■

Chad Olsen, 37
Olsen Custom Farms
Hendricks, Minn.
FAMILY: Wife and business partner
Pam, and three pre-school-age
daughters, Josie, Claire and Ellie.

ROOTS: Chad’s dad, Alden, operates a
lumber yard. He and Chad’s mother,
Janet, bought an 80-acre farm when
Chad was 11. They have provided
moral support and a small loan for an
air seeder, but no gifts. Brother Travis
works as Chad’s accountant, and
brother Corey sometimes moonlights
as his diesel mechanic.

FARM BUSINESS: Started milking a 16-cow dairy herd after graduating from
high school in 1986. Today runs a custom harvesting and rental business that
handles more than 79,000 acres of wheat, corn and soybeans from Texas to
Canada; a 5,000-acre crop and cattle feeding operation in Minnesota; a year-
round trucking business that hauls pigs, cattle and grain.

INVENTORY: In 2005, 14 combines, 11 semis, 3 service trucks, 4 grain carts—
enough to handle any size job, Olsen says, from 500 acres to 30,000 acres.

HOBBIES: Flying lessons with his wife, and Saturday night stock car racing at 
local speedways before and after harvest season.

HOW TO MAKE COMBINES PAY: It’s easy when you run each machine at least
700 hours, Olsen says. “Anyone with only 1,500 to 2,000 acres needs to take a
serious look at renting combines at $10/acre or less (plus insurance, repairs and
labor) instead of owning,” he says. Or if you have surplus capacity, you definitely
need to do custom work. “Some will argue that you’ll wear out the equipment,
but most young farmers need the cashflow.”

BANKING RELATIONSHIPS: Find a banker who believes in you, then go the dis-
tance for him. Olsen’s prime lender is a community banker 700 miles away in 
Oklahoma. They share similar business philosophies and a knowledge of farm-
ing. “Not many banks want to help a young farmer unless his parents cosign a
note or back him financially,” says Olsen. He speaks with his lender twice a week
and gets personal visits three or four times a year. “There’s an element of trust in
it for him,” says Olsen. “He knows I’d never do anything to burn him.”

MOTIVATING EMPLOYEES: How do you persuade 20-year-olds to spend four to
six months away from home, work daily from 7 a.m. to 11 p.m. or later when it 
isn’t raining and return next year? Care more about the people than the ma-
chines. Include fun, like organizing road trips to Mt. Rushmore or renting jet skis
and boats for stress-relief outings, Olsen advises.

He hires young South Africans on temporary visas who want to earn money
while seeing the States in their winter season. “To make this work you have to
hire good people and be good to them,” he says. “It’s a young person’s business,
so you can’t chew on them day in and day out and expect them to come back.”

FUTURE GOALS: Expand equipment rental business and Minnesota farm opera-
tion. “I don’t need to buy any more equipment if I rent or buy more acres at
home,” he says. “It’s hard to beat my machinery cost.”
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Web Connection

• Olsen Custom Farms
www.olsencustomfarms.com

• U.S. Custom Harvesters, Inc.
www.uschi.com
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