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THE FARM/RURAL SITUATION 

A Summary 

The number of Minnesota farms has dropped significantly since 1980. Farm 
asset values have fallen by about 63% from their peak levels in the early 
1980's. Commodity prices have remained low except for brief rallies. High 
interest and other input costs have caused profits to disappear from the 
farm scene. Excess agricultural debt has caused a large amount of income 
to be used to pay interest, leaving little to pay other production costs, 
cover living expenses, and reduce existing debt. This situation has put 
many farms and agribusinessess in serious distress. 
' 

Many farm families have found the need to supplement their farm income with 
off-farm income. This has been made possible on many farms because family 
labor resources were not being fully utilized. In some areas of Minnesota, 
off-farm employment opportunities are limited and the pay scale is near the 
minimum wage level. 

Agricultural credit'7rules are becoming stricter, creditors require more 
loan docomentation fhd loans are more closely supervised. In many cases 
the information requirements exceed the present ability of the farmer to 
put this information together without professional help. 

Many farmers could improve the financial aspects of their farm business 
through better production, marketing, and labor management. They need 
training to acquire these skills. 

Government payments are a large portion of the farm's gross income. These 
payments contribute more money to debt servicing and family living expenses 
than the earned net farm income of Minnesota farmers did in 1987. 

The changing political scene makes long-range planning difficult. The farm 
program as we know it today may look completely different in two or three 
years because of changing political philosophy. 

Every farm business unit has one or more families contributing labor and 
management to the farm business. Each farm unit has a business entity as 
well as a family entity that must be considered when developing a farm 
plan, setting family and business goals, and using limited farm resources 
to achieve desired goals. All farm plans must have a production, market
ing, financial, and family living component. Business management decisions 
should be made to achieve personal, family, and business goals. This 
process is outlined in the following chapter. 
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Agricultural Evolution in the United States 

American agriculture is a high technology, capital intensive, high energy 
use, labor efficient industry that developed over a long period of time. 
The timetable of its evolution is as follows: 

Hand power (pre-1860) 
Humans provided most of the labor for tilling 
cultivating, harvesting, and threshing crops. 
very low. 

the soil and planting, 
Labor productivity was 

Horse power (1860-1920) 
Human labor was replaced by horse drawn and powered machines. 

Machine power (1920-1945) 
Tractors appeared and replaced horses for power. Planting, 
cultivating, and harvesting machines were refined to perform 
their functions at higher standards. 

Science/technology power 
Crop production and 
labor efficiency were 
greatly improved through 
the effective use of 
electricity for power 
and the application of 
fertilizers, herbicides, 
and insecticides. At 
the same time, improved 
genetics increased plant 
and livestock production 
performance. Agriculture 
became very productive 
and the need for fewer 
farm resources became 
evident. Today, one 
farmer produces enough 
food and fiber for 
about 90 people. 
(Figure 1.1). 

(1945-1980) 

Management power (1980 and beyond) 

Figure 1.1 Per Farm Production 
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Agriculture has now become a technical and complex industry. 
Managers have to combine labor, land and capital into the best mix 
possible to maximize net income. Managers have access to computers 
to help them make decisions on financial/marketing/labor/production 
problems. For the first time in history, state and federal laws play 
a big role in how day-to-day decisions are made. 

American agriculture must compete with a variety of different kinds of 
agricultural production systems in the world, including the high technology, 
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low energy use, and cheap labor systems of South America and Africa. 

U.S. Agricultural Profile 

American farmers can be divided into at least three general categories. 
They are: 

- Rural Resident/part-time Farmers - under $40,000 Gross Cash Income 

- Moderate-sized Commercial Farm - $40,000 to $249,999 Gross Cash 
Income 

- Large-sized Commercial Farm - $250,000 and over Gross Cash Income 

As shown below 

Table 1.1 Distribution of farms and gross cash income by value of agricultural 
products sold, 1970 and 1985, U.S. 

Rural Residence/ I Moderate-Sized l Large-Sized . I 
- Part Time Farms r Commercial Farms_ r Commercial Farms 

Gross Cash Less Than $10,000- $40,000- $100,000- $250,000- $500,000 
Income $10,000 39,999 99,999 249,999 499,999 · and over 

Number of 1970 2,067 664 165 36 13 4 
Farms (in -... --- --------- -------- ... --------- --------- --------- ---------
thousands) 1985 1,164 473 323 221 66 27 

Per Cent 1970 70.l 22.5 5.6 1.2 .4 .1 
of all - .. --- --...... -- .... ...................... ---·----- --------- ......................... -----·---
Farms 1985 51.2 20.8 14.2 9.7 2.9 1.2 

% of Gross 1970 13.4 31.3 21. 7 10.7 8.2 14.7 
Cash Farm ----- --------- --------- --------- --·---·-- -·------- ---··----
Income 1985 2.8 7.5 15.7 25.2 16.6 32.2 

Source: Economic Indicators of the Farm Sector, National Financial Summary, 
1985 Economic Research Service, USDA, ECIFS 5-2, pp 42,45. 

The part-time farmer is more concerned about off-farm income than the farm 
business's net income for servicing debt obligation and to provide income 
for family living expenses. In 1985, 72% of all farmers had a gross cash 
income of less than $40,000 and fell into the part-time farm category. The 
average farm lost money, thus the need for change seems evident as you can 
see in Table 1.1. Many farmers in this group expanded the size of their 
farm business and moved up into the moderate-sized commercial farm group. 
During the period 1970 to 1985 the U.S. lost about 1.1 million farms in 
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this category. 

Table 1.2 Average net farm income and off.farm income per farm by value of sale 
class, U.S., 1985 

Rural Residence/ Moderate-Sized Large-Sized 
Part-Time Farms Commercial Farms Commercial Farms 

Less Than $10,000- $40,000- $100,000- $250,000- $500,000 
$10,000 39,000 99,999 249,999 499,999 and over 

Net Farm Income -$1,878 -$1,017 $6,566 $36,660 $99,661 $640,010 

Off-Farm Income 22,091 16,625 10,347 10,551 11,447 15,448 

Total Income 20,213 15,608 16,913 47,211 111,108 655,458 

Off-Farm Income 109% 106% 61% 22% 10% 2% 
as% of Total 
Income 

Source: Economic Indicators of the Farm Sector, National Financial Summary, 1985, 
Economic Research Service, USDA, ECIFS 5-2, pp 49,51. 

Moderate-sized commercial farms produce about three times as much food and 
fiber as the part-time farmer with only one-third the number of farms.· 
Those farms grossing between $100,000 and $249,999 are growing very rapidly 
in number. New agricultural technology which can: 

(1) lower production costs per unit of output, 

(2) increase labor effeciencies, and 

(3) increase the quality of agricultural products produced, 

can readily be adopted on these farms. In recent years government payments 
have benefited this group of farmers more than the part-time farmer group. 
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Table 1.3 Balance Sheet of U.S. Farms by sales class, 1985. 

Rural Resident/ Moderate-Sized Large-Sized 
Part-Time Farms Commercial Farms Commercial Farms 

Less Than $40,000- $100,000- $250,000- $500,000 
$40,000 99,000 249,999 499,999 and over 

Assets $212,627 620,850 1,104,581 1,967,194 4,450,543 
Liabilities 26,283 120,688 235,672 492,636 1,530,469 
Net IJorth 186,344 500,162 868,909 1,474,557 2,920,074 
% in Debt 12.41 19.4% 21.3% 25.0% 34.4% 

Source: Economic Indicators of Farm Sector, National Financial Summary, 
1985, Economic Research Service, USDA, ECIFS 5-2, p 81. 

The large-sized commercial farmer dominates what takes place in agriculture 
today. They represented only 4 .11 of the farmers in 1985, but produced 
48.8% (Table 1.1) of the food and fiber in the U.S. This group is able to 
take advantage of all the economics to size. Evidence of horizontal and 
vertical integration can be seen in their production and marketing systems. 
Usually new technology is quickly adopted on these farms. Monies from 
Government programs contribute significant dollars to their net income. 
This group of farmers is more highly leveraged than any other group (Table 
1.3), however, they do have great debt servicing ability. 

The spread in earnings between these three groups of farms have increased 
over time due to increasing business size, inflation, new technology and 
government programs. 
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Minnesota's Changing Agricultural Environment 

One Farmers live and operate their farms in a constantly changing world, 
of the big inputs in agriculture is land, and land prices are not stable. 

Table 1, 4 Land Values 

Estimated Average Land Values Per Acre By District, 1972 to 1987. 

YEAR SE SW we EC NW NE STATE 

1972 $ 370 $ 379 $ 208 $163 $117 $ 76 $ 248 
1973 433 459 247 194 146 115 298 
1974 578 675 378 278 199 144 423 
1975 674 844 503 296 295 163 525 
1976 856 1106 624 349 378 210 667 
1977 1027 1316 730 415 427 279 794 
1978 1191 1421 803 498 483 304 889 
1979 1453 1620 883 573 599 368 1040 
1980 1526 1750 962 596 683 390 1120 
1981 1709 2083 1135 679 813 460 1310 
1982 1504 1875 1044 584 748 483 1179 
1983 1354 1669 981 561 658 411 1065 
1984 1164 1401 873 sos 586 436 927 
1985 861 967 690 374 510 362 686 
1986 603 696 511 296 418 308 515 
1987 558 671 472 259 375 293 480 

% CHANGE 
1972-81 +462% +549% +546% +417% +695% +605% +528% 

% CHANGE 
1981-87 -67% -68% -58% -62% -54% -39% -63% 

SOURCE: THE MINNESOTA RURAL REAL ESTATE MARKET IN 1986, MINNESOTA 
AGRICULTURAL ECONOMIST, NO, 653, February 1988. 

As shown in Table 1.4, land values changed during the 10 years between 1972 
and 1981 as follows: 

up only 462% in SE Minnesota 
- up 605% in NE Minnesota 

According to the Minnesota Agricultural Statistical Service, the average 
size farm during this period was about 300 acres, resulting increases in 
farm assets: 

about $90,000 in NE Minnesota 
over $500,000 in SW Minnesota 
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At this same time, 1972-1981, Minnesota's farm debt rose by: 

310% on real estate 
415% on non-real estate 

Many farm people modernized and expanded their farm business -by using 
equity acquired from inflation. Table 1.5 shows that farm debt increased 
from $4.2 billion in 1977 to $11.4 billion in 1983. This explosion in the 
use of farm credit resulted in too much money being loaned to some farmers. 
Many farm loans could not be repaid. Since that period of time many 
farmers have gone financially under; others have had some debt written off; 
and still others struggle to get out from under a heavy debt burden. New 
farm credit policies have been adopted. Farm managers are finding they 
must provide their agricultural lender with more credit information, 
financial statements, and loan documentation. 

Table __ i_,_5 _M:!,n1_1_!0sota Agricultural Balance Sheet 

Min.aeseta 's Farm Balance Sheet (Excluding Farm Households) 1/ 

Item 1977 I 1979 I 1981 l 1983 

- Million Dollars -

Fans 

Total Farm Assets 
Real estate 3/ 
Livestock & poultry 4/ 
Machinery & motor vehicles 5/ 
Crops 6/ 
Financial assets 

Total Farm Debt 
Real estate debt 7/ 
Non-real estate debt 8/ 
CCC loans 9/ 

Equity 

Equity/assets 
Debt/assets, total 
Debt/assets, real estate 
Debt/assets, non-real estate & CCC 

104,000 104,000 

25,344.2 35,544.6 
17,970.6 24,862.3 
1,133.4 2,104.6 
3,678.7 4,708.8 
1,446.1 2,415.4 
1,115.3 1,453.5 

4,282.4 6,795.9 
2,196.1 3,089.0 
'1,983.3 2,851.9 

103.0 855.0 

21,061.7 28,748.7 

81.l 80.9 
16.9 19.l 
12.2 12.4 
28.3 34. 7 

104,000 102,000 

49,481.0 46,954.8 
36,055.2 32,842.4 
2,665.1 2,2,.00.8 
5,847 .s 6,505.0 
3,153.9 3,395.9 
1,759.3 2,010.8 

8,967.1 11,434.4 
4,417.7 5,257.7 
3,785.4 4,337.8 

764.0 1,639 .o 

40,513.9 35,520.3 

81.9 75.6 
18.l 24.4 
12.3 16,0 
33.9 43.8 

1 1985 I 191!6 

96,000 93,000 

36,259.9 29,890.2 
23,225.3 17,204.6 

1,996.4 1,511.8 
5,874.3 5,687.8 
2,984.3 3,393.5 
2,179.3 2,092.4 

11,065.9 10,755.7 
5,377.5 5,091.3 
4,591.4 3,958.4 
1,097.0 1,706.0 

25,194.0 19,134.5 

69.5 64.0 
30.5 36.2 
23.2 29.6 
43.6 44.7 

1/ December 1 previous year. 2/ Preliminary, 3/ Excludes value of operator dwelling. 4/ Excludes horses, mules, 
broilers.' 5/ Includes only farm share value for trucks and autos, 6/ All non-CCC crops held on farms including 
crops plus the value above loan rate for crops held tmder CCC. 7/ Excludes debt on operator dwellings, but includes 
CCC storage and drying facility loans. 8/ Excludes debt for non-farm purposes, 
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Land values have dropped dramatically since 1981. In the major agricul
tural production areas of the state, values have decreased about 58% to 68% 
in six years. Unfortunately for most Minnesota farmers, farm debt rose 
until 1983 (Table 1.5). When farm debt rises and land values fall at the 
same time, these forces can quickly cause financial problems. 

In 1977 Minnesota farmers were 16.9% in debt; by 1986 that figure had risen 
to 36.8%. Farm equity dropped by more than 50% between 1981 and 1986. The 
debt load is still too high and farmers still need to strive to reduce it 
more to: 

(a) improve their farm business's balance sheet and 

(b) to reduce their farm business's operating expenses. 

In recent years the number of farms has begun to decline persistently. This 
trend is likely to continue despite the efforts of state and federal 
governments to assist farmers. 

Outlook for Agriculture 

Overproduction of basic agricultural products is now a global problem. One 
of our nation's biggest problems is how do we deal with too many resources 
in agriculture. As our federal government deals with this problem, we know 
that Minnesota agriculture will shrink in size, There will be fewer farms 
and a reduced number of agribusiness firms that supply needed goods and 
services to farmers. 

Farmers will need to consider maximum profits production plans and the 
resulting environmental impact of those plans. It seems clear that farmers 
will have to learn to use less and fewer chemicals on their crops. 

Cost control production plans will keep crop machinery and livestock 
equipment replacement rates well below the rate observed in the mid and 
late 70's. Capital replacement decisions will be based on the cost/benefit 
impact of that purchase on the farm's profitability. 

Farm families will continue to be dependent on off-farm income. Farms that 
gross less than $40,000 per year from farm product sales have the greatest 
dollar income from off-farm employment. Those farms that have a gross farm 
income between $40,000 and $250,000 have the least off farm income. 

The future structure of agriculture will be much different from what it is 
today, but that change will be influenced by forces such as: 

the adoption of currently available unused technology and future 
new agricultural technology. 

present and future federal farm programs. 
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state and federal tax laws, bankruptcy laws, 
regulations, and land ownership restrictions. 

production 

public opinion toward such issues as: (a) government agricultural 
payment levels to farmers, (b) environmental impact of the use of 
farm chemicals, (c) price level of food, (d) and monitoring and 
improving water quality. 

what will happen in the GATT negotiations? 

One advantage we have in the U.S. in the competitive world of agricultural 
production is our "human capital". Technology will impact the farm's 
profitability where it fits. The more highly skilled the manager, the 
greater the advantage will be over others in the adoption of this technol
ogy. 

New livestock biotechnology will soon be available. What should farm 
managers do today to prepare themselves for these biotechnologies? 

farm managers should take advantage of business and entrepreneurial 
credit and non-credit educational opportunities offered. Improve 
your management skills. 

be prepared to take advantage of horizontal and vertical integra
tional opportunities when they increase the farm business's profit
ability. 

keep your farm business financially healthy so you can act on 
biotechnology opportunities as they become available. 

make sure you have enough land base to take advantage of developing 
biotechnologies. 

Crop biotechnologies will be slower in developing, but, appear to have a 
greater overall impact on agriculture in the long-run than those developing 
in the livestock area. 

It appears that the future farm size will be influenced, not just by new 
technologies and unused currently available technology, but by government 
programs too. 

red and white meat producers and non-subsidized crop enterprise 
farms could eventually be dominated by very large farms. They 
would try to use all the economics to size to maximize their 
profits. In some states, laws may regulate these farm firm's size 
through state production regulations and farm corporation and 
limited partnership restrictions. 

government subsidized crop farms will limit their farm size to 
maximize government benefits. Good examples of this type farm in 
Minnesota are our corn and wheat farms. 
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Are there regional or state competitive advantages in the production of 
food and fiber? Yes, one economic and one non~economic advantage need to 
be discussed briefly here. 

the state or region competitive business climate. 

the state income, property and sales tax are important 
factors in determining the farm business profitability. 
Other important profitability factors are: workmans 
compensation insurance rate, minimum wages and environmental 
production regulations. 

the regional economic factors are based on the production 
factors such as the climate, soil type and availability of 
water and how close production is to the consumer. 

the non-economic factor is the local environment, is it "friendly 
or hostile" to production agriculture. 

no large commerccial farm wants to establish or expand in a 
community where their farm business is not wanted and the 
farm's owner and employees are not welcome. 

Government payments will continue 
to be an important source of gross 
farm income to Minnesota farmers. 
It is expected that present 
contributions to gross income, 
which amount to about 35% 
(Figure 1.2), will decline. 

Instability and uncertainty in 
agriculture will likely remain 
for some time. Farmers will 
find it hard to do accurate 
planning because of: 

- changing farm programs. 
fluctuating commodity 
prices and input costs. 

- changing weather patterns 
and livestock cycles, and 

- changing state and fed
eral laws and regulations 
that affect the farm 
business's profitability. 

Figure 1.2. USDA outlays 
for price support. 

USDA EXPENDITURES 
Bill/on S 

60 

50 

40 

30 

20 

10 

Total outlays 

83 84 85 86 87 88 89 90 91 92 

Projections 

~S:.em.,a.,1""1"-_re.u,,,,r.eae.al~_,c.,,o.,m"'m'""u"'n'-'i'"'t~i,,_,e""s"-_w,,_.i"l"'l~..,sactscrs.u,...g,..g.,l"'e~_,t:.,o,,_~sscu,._.rv-'-'i'-'v'-"'e as the agr icul tur al 
economic base declines and as less money becomes available to be spent in 
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small rural communities. Lower farm real estate and rural commercial 
property values will continue to provide less tax revenues. With less tax 
revenue, it will become more difficult to provide essential public services 
like hospitals, fire protection, schools, roads, and bridges. More school 
and church consolidation can be expected. The benefits of living in and 
doing business in a small rural community will likely decline. 

The facts surrounding agriculture can be very sobering, the challenges 
ahead could be great, but success can still be achieved by a commitment to 
excellence, Agriculture does offer many excellent career opportunities for 
the commercial farm operators and for those who choose to work on commer
cial farms and for agribusiness firms. 
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INTERREIATIONSHIP OF FARM AND FAMILY MANAGEMENT 

What is management? In general, management is the process of setting 
priorities, assessing resources, and organizing and directing resources to 
reach goals. Applied to farm families, it is knowledge and too ls about 
human and farm resources that can be used to reach personal, family, and 
business goals. 

Farm and family management tasks and responsibilities are difficult to 
separate. When farmers live where they work these two areas of management 
have a tendency to blend together into a complex interdependent unit 
(Figure 2.1). Families should practice goal-directed management to achieve 
personal, family, and farm business goals. 

Figure 2.1 Farm and Family Management 

FARM AND FAMILY MANAGEMENT 
Tasks and Responsibilities 

Oc11010ped by Mervin L Fr~ Arca E•lenSIOO Agent. Fu11n MfJml 
Gary- Hac:hfclct Afoa E•ICflilOl'I Agcn1. Fa,m MfJf"l•I 
Joan Sp,am Arca Ea1cnsoc,n Agent Family Fmancl<ll Mo,n1 
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Family Management 

The family is the hub, the center of all farm and home activity. Farm and 
family management decisions are dependent on each other. Improving 
personal/family/home management can strengthen the overall functioning of 
the entire farm family system. 

Component parts of this management 
unit include specific tasks and 
responsibilities (Figure 2.2). 

Individual development and growth
Taking care of oneself both 
physically and emotionally. 
Keeping fit, eating healthfully, 
strengthening self-esteem,learn
ing. Setting personal goals 
and working toward them, 

Couple relations - Communicating 
as husband and wife, resolving 
conflict, and showing love and 
affection toward each other. 

Parenting - Providing nurturance 
and guidance for children. Invest
ing in their futures through all 
types of education. 

Management of time, money, 
and resources - Providing not 
only for basic needs but also 
for quality of life. Making 
decisions to satisfy family 
needs and goals. Managing 
both human and nonhuman 
resources. 

Off-farm employment - Managing 
off-farm employment means that 
a person must put a different 
balance on time spent with the 
family. Family role adjustments 
must be made. New personal, 
family and career goals emerge 
and old goals must be modified. 

Community involvement Connecting 
with other families for fun, 

Figure 2.2. 
family /home 
components. 

Personal/ 

Family/ 

Home 

Management 

Personal/ 
management 

Individual 
Growth 

and 
Development 

Couple 
Relations 

Parenting 

Management 
of Time, 
Money and 
Resources 

Off-farm 
lnCDmB 

Commmicy 
Involvement 

emotional and economic support through civic activities, 
and one family helping another in many different ways. 

school, church, 
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A successful . farm business depends on successful interpersonal relation
ships. Such relationships do not just happen; they must be planned and 
developed just like production/marketing/financial/labor management. 
Because management involves getting work done through people, _human 
behavior is a key variable with which the family entity must deal. If the 
farm family entity can gain a better understanding of how each family 
member approaches farm and family decision making (their beliefs, values, 
and goals) and why they behave the way they do, the family entity will have 
a better chance of working together. 

Total family involvement in goal setting can create a more cooperative 
environment. Decisions that are made for the farm business have 
consequences for the family, and family living decisions affect the farm 
business. Family members who participate in this process will be more 
willing to contribute what it takes to achieve these goals. Involving 
others in the management decisions of the family and farm business prepares 
them to take over in times of crisis or transition. 

Farm Management 

Farm management has been defined 
as the skillful use of scarce 
resources. Several components 
must be considered when managing 
those resources (Figure 2.3): 

Production management means 
mastering the art of planting, 
growing, and harvesting crops; 
and mastering the science of 
breeding, feeding, growing, 
milking and caring for 
livestock. Every year there 
are new developments in 
technology, which means that 
production adjustments may 
need to be made. A good 
production manager wants to 
maximize net income per acre 
or animal unit. 

Market management involves selling 
agricultural output above the 
seasonal average prices and 
buying agricultural inputs at 
below seasonal average prices. 
The farmer can choose from 
different marketing alternatives. 
Besides a good understanding of 
manager needs to know what is going 

Figure 2 .3. Fa-rm business 
management components. 
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Financial management involves matching of debt repayment capacity of the 
farm business to the personal and real property loan repayment schedules. 
The two financial tools used to do this are the cash flow statement and the 
profit and loss statement. These two financial tools focus on the farm 
business's liquidity and profitability. The balance sheet supports these 
first two financial tools by measuring the solvency of the farm business. 
For more information or financial management see Chapter 6 and 7. 

Labor Management is often a neglected skill . on many farms. Good labor 
management just does not happen, it takes a lot of hard work and planning. 
The farm labor supply will be divided into three general groupings for 
discussion purposes. 

1 - Unskilled and semi-skilled people. 

- Some example tasks assigned these people are: plowing and 
disking in the field; hauling and stacking baled hay; and 
removal of livestock manure. 

- These work tasks require little or no production or marketing 
knowledge. These workers are usually closely supervised. 

2 - Skilled technician. 

Some tasks and responsibilities assigned these people are: the 
total responsibility for feeding, breeding and the milking of the 
dairy herd, or the total responsibility for planting, cultivating, 
and harvesting of the farm's corn and soybean acreage. 

- These job responsibilities and duties require in-depth knowledge 
of production. These workers usually have little or no daily 
supervision. 

3 Labor supervisor and farm manager. 

Most farms in Minnesota do not require a division of these two 
management responsibilities. 

- This person is the boss and reports to no one. They are usually 
the owner/operator/manager of the farm. 

- As part of their responsibility as labor supervisor this person 
must hire, orient, train, and supervise all hired and family labor. 

- Farm manager responsibilities include such whole farm decisions 
as: renting and buying land; arranging for all farm operating and 
real estate loans; deciding whether to sign-up for government 
programs or stay out; and to expand the dairy herd of 40 milk cows 
to 65. 
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Good labor managers want to have all their workers fully employed (see 
Chapter 3 for guidelines) and properly oriented, trained and supervised so 
they can be productive workers. A good manager can match the right worker 
to work task and responsibilities they are interested in and can 
satisfactorily perform. 

As a parent labor manager it is our responsibility to assign work tasks to 
a child at the rate they can assume these responsibilities. Every child 
grows and matures at a different rate. Every child has their set of 
special skills, talents and interests. The trick here is to encourage 
growth in that child. As that child grows over time give them new work 
tasks and job responsibilities at the rate they can handle them. If you do 
all this right, you will be privileged to see a future successful farm 
manager grow up before your own eyes. 

Time management is a part of labor management. Work time should be spent 
productively, not just on some activity that fills the available time. 

The last farm management component is a catch-all category called general 
overall business management, Managers need to do tax management planning, 
consult with their attorneys on legal matters and choose the best business 
organization form for their farm business. Some management decisions are 
not made on a daily basis, but they are just as important as decisions in 
the production and marketing management areas. 

The key to business success in today's complex world is management. The 
many facets of farm and family management offer challenge to the most 
perservering family member. It is not easy to keep abreast of all the 
changing family needs, and resolve developing family problems, and at the 
same time have enough time and energy to manage the farm business 
successfully. Managers must keep up 0 to-date on all macro (state, national 
and world) economic/political changes and new agricultural technological 
developments. Managers must sift through a massive amount of 
marketing/production/labor/business management information to be able to 
take advantage of potential profit opportunities. 

Managers who refuse to do this because they are task/work oriented not 
management oriented will surely be left behind others in farming and will 
forgo many opportunities to increase farm income or reduce farm business 
expenses. 

Stress Management 

It is inevitable that farm families will experience stress in their 
business and personal life. It is often difficult for a person who is 
under stress to make wise management decisions. Stress that develops in 
one area can eventually affect the entire farm family unit, as illustrated 
in Figure 2.4. 
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Figure 2.4. Stress in one area can affect the entire farm 
family unit. 
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Farm business decisions add stress to family life. For example, a decision 
to purchase a new combine may mean that less money is available in the next 
several years for family living. Likewise, family living decisions affect 
the farm business. For example, if one spouse decides to work off the 
farm, the management and perhaps the physical workload in both the business 
and family areas will shift. This adds stress to both the farm business 
and the family. Good communication within the family is critical to 
managing stress levels. Adopt a stress control plan that works for you and 
your family. Take time from the farm business to devote to your family and 
community. Be sure to seek support from others when you need it. 
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BASIC MANAGEMENT PRINCIPLES AND CONCEPTS 

Developing a workable farm and family plan is not easy. An important 
element of planning is to understand the basic management principles and 
concepts. It is the intent of this reference manual to empower farm 
families with the needed skills and management techniques to take control 
of their destiny. This chapter addresses some basic farm/family structure 
questions, presents some basic farm management principles, and addresses 
key factors that differentiate managers. 

Farm and Family Structure: Assets and Entities 

The family farm and unit can be divided into three different entities. 

Figure 3.1 Farm and Family Structure, Assets and Entities 

FARM AND FAMILY STRUCTURE, ASSETS AND ENTITIES 

FAMILY FARM 

~ PERSONAL PERSONAL LAND 
PROPERTY PROPERTY 

.j, .J, J, 
FARM BUSINESS FARM BUSINESS 

ENTITIES "FAMILY ENTITY" "OPERATING ENTITY 11 "INVESTMENT ENTITY" 

The structure of the farm and family business, how the assets are held in 
that business, and the resulting entities that can function separately are 
illustrated in Figure 3.1. Most farms and family farm business units have 
all three of these components. Young families that are just getting 
established in farming usually have only the family entity and the 
operating entity. A farm family at the retirement stage usually drops the 
operating entity but continues to have the family entity and the investment 
entity. 

Family Entity 

The first entity--called the family entity--is present on all family farms. 
The farm business exists to provide an income for family living needs. 
Decisions need to be made on how much should be allocated to family living 
needs from the farm business. If the farm business cannot support the 
family living needs, then the family entity needs to explore ways to meet 
these needs. The family entity owns a variety of personal and real 
property (see Figure 3.2). 
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Most families generate some income 
from the family entity portion. 
Income can come from off-farm 
employment, a home-based business, 
inheritances, gifts, or in-kind 
transfer such as having a garden. 

All farm families need to spend money 
on family living, investments, and 
savings. The amount of money spent 
by Minnesota's farm families ranges 
from a low of $5,000 to as much as 
$40,000 per year. Most family living 
costs are in the $12,000 to $25,000 
range. The amount a family spends 
depends on a number of factors such 
as: (a) the number of family members, 
and their ages, (b) the availability 
of nonfarm income, (c) the profit
ability of the farm business, (d) 
the competition between the family 
entity and farm entities for funds 
and (e) the goals and values of the 
farm family. 

Family living expenses include costs 
for such things as food, clothing, 
shelter, education, leisure, child 
care, health care, repairs, utilities, 
transportation, and contributions. 
The amount each family spends on 
each category will vary. Good 
management of family living expenses 
includes planning expenditures based 
on family values and goals. 

Operating Entity 

Figure 3.2 Family Entity 

Assets: 

Household items 
Personal items 
Automobiles 
Recreation/Sports items 
Antiques 
Lake cabin or second home 
Other investments 

How owned: 

Sole proprietorship 
Joint tenancy 

~: 

+ Wages 
+ Investment income 
+ Inheritance 
+ Gifts 
+ Small home-based business 
+ In-kind transfer 

Expenses: 

- Food 
- Clothing 
- Contributions & Gifts 
- Shelter 
- Health Care & Insurance 
- Insurance (life & disability) 
- Education 
- Leisure 
- Utilities 
- Social Security & Retirement 
- Transportation 
- Taxes 

The operating entity is the primary money making part of most family farm 
businesses. Young farm families with limited capital want to have enough 
machinery to put the crops in and harvest it in a timely manner. If they 
don't have a full line of machinery, they can lease a machine and custom 
hire an operation. They can start farming without owning land. They can 
cash rent or crop share land. Breeding livestock is an important part of 
this entity. Because farm families getting started are long on labor and 
short on farm resources, they should consider labor intensive livestock. 

The operating entity typically has a high rate of return to invested 
resources, usually 10-25% annually. This is the part of the business that 
often supports the family entity and may subsidize the investment entity. 

3-3 



Therefore, it is essential that it 
be expanded to a one full-time 
family unit as soon as possible. 

Assets held in this entity include 
the farm pickup, trucks, tractors, 
crop machinery, breeding and feeder 
livestock, corn, corn silage, bay 
and baylage (Figure 3.3). The 
operating entity can be held in a 
variety of ownership patterns. Income 
comes from the sale of agricultural 
products like milk, cull cows, cull 
heifers, bull calves, corn, soybeans, 
sweet corn, and bay, to mention a few. 
Other sources of income, such as 
deficiency payments, are important too. 
Often overlooked income items are 
custom work, coop dividends, and gas 
tax refunds. The expenses listed 
in Figure 3.3 are self-explanatory. 

Investment Entity 

The last entity owned by most farm 
families is the investment entity. 
Often, most of a farm family's 
equity is here. 

Figure 3.3 Operating Entity 

~: 

Trucks & tractors 
Crop machinery 
Livestock 
Livestock equipment 
Stored & growing crops 

How owned/operated: 

Sole proprietorship 
Partnership 
Farm corporation 

Income: ---
+ Sale· of ag products 
+ Government payments 
+ Custom work 

·+ Co-op dividend 
+ Gas tax refunds 

Expenses: 

- Operating expenses 
- Depreciation or 

capital replacement 
- Family living and 

management draw 

Equals: Profit or loss 

Although owning land is not essential to the family farm business, most 
farm families want at least one parcel of land to have as a home operating 
base for the farm's operating entity and as a permanent residence for the 
family entity. 

A farm family can choose to own all the land it farms, part of it, or none 
of it. The land investment part of the farm business has a low rate of 
return, usually from 3% to 8% annually. 

Land should only be purchased when the family entity and the operating 
entity can subsidize the difference between land ownership costs and cash 
rent. That means farm families should buy land only when they can affort 
it and only as much as they can afford. Packaging the loan properly is an 
essential part of whole farm planning. For information on whole farm 
planning, see Chapter 11. 

Figure 3.4 lists the components in the land assets, the options for 
ownership and operation, where the income comes from, and what the normal 
expenses are. 
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Figure 3.4 Investment Entity 

Assets: 

Land end dwelling 
Farm buUdingo 
Well, tiling & fence• 

Hov owned/operated: 

Sole name 
Joint namaa 
Partnership 
Farm corporation 
Trust and estate 

Income: 

+ House & building :rental :Income 
+ cash rent & crop shore 
+ Fann lend 
+ Government programs 

Expenses: 

- Operating expense 
- Depreciation or capital 

replacement 
- Land principal payment 
- Feml.ly living and 

management drBW' -or-
management fee 

Equals: net return 

Stages of the Farmer's Life Cycle 

Farming has undergone many marked changes in recent years. As late as 
1940, labor accounted for about half the total resources used in farming; 
today it accounts for about 15% of total farm resources. Agriculture is 
now a high technology, high energy and labor effecient industry. 

Getting started in farming is a lot different from getting started in 
another business. There are no legal obstacles to overcome, no 
examinations, no educational requirements, and no licenses. Anyone who 
wants to try it can. But, to try it you have to own or lease farm capital. 
If there is a barrier to entering farming, it is getting control of land, 
machinery, livestock, and an operating loan. 
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Figure 3.5 points out that most farm families start with limited resources. 
As their farm career continues, they gain control of more personal property 
and real estate. 

Figure 3.5 Stages of the Farmers Life Cycle 

STAGES OF TllE FARl'iERS LIFE CYCLE 

TIIIE 
(AGE »tD/011: YEARS IH FAMING) 

, -., DISPOSAL 
\ 

The establishment years are those early years in anyone's farming career. 
Managers lack production, marketing, labor, and financial management 
experience. They are usually underemployed. Fortunately, most farm 
families have a modest family living draw from the farm business. During 
these establishment years, it is easy to make management judgment errors 
that could cause the entire farming business to fail. Why? Because at 
this stage farm families have little equity. 

The growth years period is a time of change. A lot of personal and real 
property is purchased. This is a time when managers need good financial 
management skills to guide the growth and development of their farm 
business. Whole farm budgeting (which is covered in Chapter 11) is a must. 
Managers become skilled at production, marketing, labor, and financial 
management at this time in their career. 

The maturity stage comes near the end of a farmer's career. There is no 
longer a need to acquire more property for farm expansion. Most farm 
managers are concerned about debt repayment and making plans for 
retirement. The depreciable property replacement rate generally declines 



markedly at this stage. 

Retirement, the disposal stage, can mean the operating entity is being shut 
down or transferred to the next generation. Some or all personal property 
can be sold or allowed to depreciate. Later in retirement, land might be 
sold to an heir or some other person. Often there is an overlap of farming 
generations. For a period of time two or more families may have to live 
off of this farm. This can easily result in an underemployment of the 
family's labor resources. 

Land and Land Relationship 

What kind of farm operation does the farm family want? How big a farm unit 
do they want? What are they good at: production? marketing? What are the 
financial limitations on their farm business: none? many? 

Now it is time to answer some of these questions. The labor and land 
relationship questions address the issue of enterprise selection. 

The farm described in the left column of Figure 3.6 is small in terms 
of acres. On that farm lives a fully employed family that contributes 
about 3,000 hours of labor per year. To be fully employed, farmers who 
have such a farm (short on land and long on labor) should select labor 
intensive enterprises. Historically, the best livestock enterprises have 
been dairy and farrow-to-finish hog operations. Other popular choices for 
small farms are raising feeder pigs and growing specialty crops. Young 
farm families with limited capital, little equity, and excellent animal 
husbandry skills would do well to select a dairy or a complete hog 
enterprise. 

The farm described in the right column in Figure 3. 6 is a large acreage 
farm. Managers of such farms find themselves long on land and short on 
labor. On these farms, cash crop farming• -corn and soybeans in southern 
Minnesota and small grains in other parts of the state• -is popular. If 
these farms have a livestock operation, it is usually a low labor 
requirement enterprise like cattle feeding or finishing feeder pigs. 
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Figure 3.6 Land/Labor Relationship 

1.AND/lABOR RELATIONSHIP 
(A GUIDE TO ENTERPRISE SELECTION) 

LAND X 240 ACRES 
OR LESS 

3 !lOO Hcllf!S 

1 LONG ON LABOR RELATIVE TO LANO 

• WANT HIGH RETURN TO UNO 

• BEST ENTERPRISES ARE: 

- LAND LIMITED , ; , , , 

- FEED LIMITED , , , , , 

(4) RAISE FEEDER PIGS 
(s) DAIRY 
(c) COMPLETE HOGS 

(o) SPECIALTY CROPS 

-OR-

-vs- " 
-VS- .. 

LAND 
480 ACRES 

OR rilRE 
:,: 000 Hmrss 

• SHORT ON LA!IOR RELATIVE TD UNO 

• WAHt HIGH RETURN TO LABOR 

• BEST ENTERPRISES ARE: 

- LABOR LIHITEO 

- FEED PLENTIFUL 

(A) FlNISH FEEDER PIGS 
(B) CASH CROPS. 
(c) COMPLETE HOGS 

(o) flNISH FEEDER CATTLE 

SMALL BEEF COW HEAD FITS OH Al-!1' FARM WHERE UNMARKETABLE, PASTURE, 
CROP RESIDUE, BUILDINGS AND LIJIOR ARE AVAIWLE 

Large farm operators 
programs. The benefits 

must understand 
of these programs 

and use government feed grain 
are too beneficial to overlook. 

Being a good marketer of cash crops, a good buyer of feeders, and a seller 
of slaughter animals is a must. Any manager who feeds out feeders must 
realize that there are always years of losses. Therefore, to be a 
livestock feeder, you should have a good equity reserve. Under the normal 
circumstances, cattle feeding is not recommended for a starting farmer. 

Where does a beef cow herd fit? A small beef cow herd fits on any farm 
that has unmarketable pasture, crop residue, labor and livestock buildings 
available. For information about making such an enterprise profitable, see 
benchmark guidelines in Chapter 7. 
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Full Employment 

The concept of full employment deals with matching the labor supply with 
the labor requirements of the farms business, Sources of labor include the 
operators, family members, part-time hired help, seasonal hired help, and 
full-time hired help. 

The paramount question here is whether the farm business is large enough to 
use effectively or require all the labor being used by the business. Labor 
must be utilized efficiently by the business to prevent excess labor 
expense or, coversely, underemployment of the farm operator. Keep in mind 
that the total requirement depends not only on the total business labor 
requirement, but also on how the law requirement is distributed throughout 
the year. A farm business with a large livestock operation may need more 
labor than can be supplied by the operator and the family and require that 
labor be hired on a full-time (year-round) basis. A cash grain operation 
may require only seasonal labor. 

To aid you in calculating the labor requirements for your farm business, 
consider using the labor hour guideline in Table 3.1 for 1 acre of cropland 
or a given livestock unit: 

Table 3.1 Labor Requirements 

Labor requirements 

Hours 
Crop per acre 

Corn, grain 4.5 
Corn silage 6.0 
Sweet corn 4.0 
Soybeans 4.0 
Alfalfa hay 7.5 
Oats, establish- 4.0 

ing alfalfa 
Oats, grain 3.5 
Spring wheat 3.5 
Peas 2.0 

Set aside acres 1.0 

Livestock/Unit 

Dairy cow & replacement 
Raising dairy steers 
Producing feeder pigs 
Feeding out feeder pigs 
Farrow-to-finish pigs 
Beef cow-calf, selling 

calf 
Finishing steer calves 
Finishing yearling steers 
Market lamb production 

Hens 
Turkeys 
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Hours 
per unit 

60/unit 
18/head 
10/litter 
.6/head 
15/litter 
10/unit 

7 /head 
5/head 
6/lamb 
produced 

.042/bird 

.069 to 

.087/bird 



Multiple the per acre and livestock unit labor requirements by the number 
of crop acres and livestock units in your operation. Totaling the results 
of these calculations will give you a guideline for the labor requirements 
of your operation. 

A farm business requiring approximately 3,000 labor hours per year would 
require a full-time operator and some labor from family members when the 
work is distributed throughout the year. The family should be able to 
support themselves totally through farming. 

Most farm families want a business big enough to employ the family's labor 
effectively. To accomplish this during normal work load periods requires 
that the operator hire part-time or seasonal help during peak work load 
periods. 

If a farm business required less than 3,000 hours of labor per year and the 
operator and family members did not work off the farm, the operator would 
be underemployed. If the farm required more than 3,000 labor hours per 
year, additional labor would have to be hired to meet labor needs. Keep in 
mind that if the farm business requires less than 3,000 labor hours per 
year, and the operator works off the farm, off-farm work hours must be 
added to farm business work hours and that total must be measured against 
the 3,000 labor hour requirement for full employment. 

For a crop farmer raising no livestock,. the 3,000 labor hour level is a 
bit too high. For such a producer, labor requirements are highly seasonal; 
a good benchmark value for labor hours would be about 2,500 labor hours 
annually. 

Based on the labor requirement guidelines on a per acre or per livestock 
unit, the size or scale of the farm business is a key issue when analyzing 
full employment and deciding whether the business is large enough to create 
adequate income. Some rules of thumb for farm business size guidelines for 
full and profitable employment of a one-farm family unit are: 

- Cash crop farm: There should be 600 or more acres in a 50-50 corn and 
soybean rotation or 1,000 acres of small grain. The operator or mana
ger must be a very efficient producer and. have excellent marketing 
skills. The cash crop operation must not include a livestock enterprise. 

- Dairy farm: There should be a minimum of 38-45 dairy cows producing a 
minimum of 15,000 pounds of milk per cow, with annual minimum milk sales 
of 600,000 pounds. The operator should produce all necessary feed grain 
and forage. The farm business cropping program must be organized around 
the needs of the dairy operation. The operator manager must have 
excellent animal husbandry skills. 

- Hog farm: For the farrow-to-finish operation the producer or manager 
must market 900 or more head per year; for the feeder pig producing 
operation the manager or operator must market 1,900 40-pound feeder pigs 
or more per year. The manager/operator must achieve a minimum of 1.75 
litters per sow per year and a minimum of 8 pigs per litter. The manager 
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or operator must market hogs 3-4% above average seasonal price and 
possess excellent animal husbandry skills. 

Some rules of thumb for beef cow and cattle feeding enterprises include: 

Beef cow enterprise: Small beef cow herds fit on any farm where there is 
unmarketed or underemployed labor, marginal land or pasture, crop 
residue for feed, and buildings and equipment not being utilized. The 
key to success is to keep overwintering feed costs down by using crop 
residue and high quality forage and marketing at least 475 pounds of calf 
per cow. 

- Cattle feeding enterprise: This is a high risk enterprise and should not 
be attempted by farmers who cannot afford to absorb losses. Besides 
being a good cattle feeder, the farmer who feeds cattle must have skills 
in buying and selling cattle. 

There is a major difference between full employment and being busy all the 
time. Full employment is the point at which all labor allocated to a farm 
business is being utilized efficiently. 

Why Are Some Managers So Successful? 

As we all know, people are not alike. We should not condemn someone who is 
different or who does not live up to our expectations. Some people are 
born to be leaders, some are natural followers. This is true of farm 
managers too. Some farm people are born to be managers, others struggle 
for years and work very hard to acquire these special skills. However, 
another group of farm people would rather not be bothered by these 
responsibilities and feel most comfortable being a worker. 

The Role of Luck and the Time Period Farmers Farm 

Young people who are lucky enough to have the right parents and are careful 
in choosing their spouse and partners should have little trouble gaining 
entry into farming. Others less fortunate will struggle for years and 
eventually give it up. Some managers and their families are just lucky and 
that luck has contributed much to their success. 

The failure rate among farmers who started after 1980 is three times as 
great as for those who started prior to 1960. If a farm family started 
farming before a period of farm asset appreciation and then was fortunate 
enough to receive above average prices for the agricultural commodities 
they sold, that is partly luck. If they purchased capital items at low 
prices and then also inherited or were given money or farm property, that 
is good fortune too. 

All people strive to satisfy their own basic human needs as they go about 
their work and play. Because 'people have different values, beliefs, and 
goals, it is partly luck when spouses, family members, and partners agree 
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on farm business goals and work well together as a team. 

The most important factor in the success of any farm business, is its 
management, The level of management talent among farm managers varies a 
great deal. Some people are born knowing how to manage. Other people work 
very hard at it but never can attain the management level of their 
neighbor. Being a hard worker is most desirable, but hard work is no 
substitute for excellent management. 

Table 3.2 illustrates that the difference in average profit or loss between 
the high and low profit groups has averaged about $80,000 per year. The 
1986 year was an excellent profit year and as a result the spread exceeded 
$100,000. Notice Table 3.2 is divided into profitability, liquidity and 
solvency. The high 20% of the farms in profitability have an advantage, in 
every category. For example, the rate of return on farm investments for 
the average group is 9%. However, that high profit group received 19% rate 
of return and the low profit group received only a 1% rate of return on 
this investment. Another example difference is the net worth change. The 
average farm net worth increased by $24,204, the high group rose to 
$100,263 and at the same time the low group net worth declined by $15,102. 

Table 3.2 Southwest Minnesota Profit/Loss 

I!! 

~ 

Southwest average profit (or loss) 
Overall average and high and low 20% groups 
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125,000 - Low 20o/. Groop 

100,000 

75,000 

50,000 

25,000 

0 

-25,000 

-50,000 
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The success that most farm managers enjoy is usually earned. In good years 
and bad years they always seem to make larger farm business profits than 
their neighbors. Why? Because of how they take advantage of their 
personal talents, education, and experiences. 

Desirable Manager Traits, Characteristics, and Talents 

As mentioned previously, the more successful farm manager exhibits a 
special set of management skills, characteristics, and talents. Listed 
here are a number of those management differences that manifest themselves 
when evaluating a farm manager. 

Top managers are very opportunistic people who develop a flexible farm plan 
that can be adjusted to take advantage of income opportunities or changed 
to minimize the negative impact of developing farm problems. 

These managers usually have a positive attitude about farming; they believe 
in themselves and in their abilities. 

They are disciplined and assertive people who can and do take charge of the 
farm business. They usually have a good recordkeeping system that allows 
them to monitor and control the farm business. 

Top managers know that knowledge is power. 
their education must be a lifelong process. 
is to fall behind others in their profession. 

They realize that continuing 
Failing to grow in knowledge 

Successful farm managers are usually people who are technically competent 
in production and marketing. They are also very innovative people and 
early adopters of technology. 

Top managers are very anticipatory managers who 
opportunities a long way off or very early in time. 
of farm programs, state farm laws, and changing hog 
in high cash rents, high interest rates, and falling 

can see problems and 
For example: benefits 

cycles,--and--pitfalls 
land values. 

Top farmers can delegate authority and responsibility to involve others 
including spouse, children, partner, and hired employees, as members of the 
team. They are not afraid to use consultant help when they need it. These 
managers know how to work with people and how to make them a valuable 
resource that can make the farm business more profitable. 

These people think of farming as a business. not just a way of life. They 
think of farming as a profession and they really love their profession. 
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STRENGTHENING THE FARM FAMILY THROUGH 
COMMUNICATION AND DECISION MAKING 

Family Relationships 

Strengthening the farm operation involves not only improving farm 
management tasks. It also involves how well the family functions and 
whether or not needs and goals are being met satisfactorily. Just as 
improving management skills can increase farm income, each family member 
can make contributions to help create a stronger, healthier, and more 
satisfying family life. 

A family is like a mobile that consists of many delicately balanced pieces 
each connected to another with sticks and strings. Although each piece is 
independent of the others, all are tied to one another. Touch one piece 
and the others move. All pieces are interdependent. As with the mobile, 
when something happens or a change occurs in one family member, the others 
will be affected. How much change a family can withstand is determined by 
how strong its supports are. Even if support is weak, however, it can be 
reinforced or repaired to enable the family to function as a healthy 
system. 

Family Communications 

Communication affects everything that goes on between family members. It 
determines what kinds of relationships are formed and how each person is 
perceived. 

The story is told of an old farmer who plowed around a large rock in one of 
his fields for years. He had broken several plowshares and a cultivator on 
it and had grown rather morbid about the rock. After breaking another 
plowshare one fall, he finally decided to do something about it. When he 
put his crowbar under the rock, he was surprised to discover that it was 
only about 6 inches thick and that he could break it up easily. As he 
carried it away the farmer had to smile, remembering all the trouble that 
the rock had caused him and how easy it would have been to get rid of it 
sooner. 

With family communications, we are tempted to ignore small problems or 
obstacles. We tend to focus on other things that need to be done; we do 
not want to stop and take the time to deal with it now. Like the farmer, 
we "plow" around it. We don't want to take the time to deal with 
communication problems. We sometimes wait for the problem to solve itself. 
Many problems could be avoided if they were tackled before they grew too 
big. 

Good communication involves not only the satisfactory exchange of words but 
also the content of the words and ideas. Sometimes this content is called 
positive regard. Positive regard is respect, positive feelings, and 
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admiration for another person. It is the basic emotional stance from which 
we operate in our relationships. Positive regard must go hand-in-hand with 
communication if it is to be successful. 

How Yell Does Your Family Communicate? 

Think about your family for a minute. How do you interact? If someone 
asked you to list two strong points about your family relationships, how 
would you respond? At first you might find it difficult identifying family 
strengths. Most of us find it easier to list problems or negative aspects 
of ourselves and families. But all families, even severely troubled 
families, have strengths. Your family is no exception. What do you really 
like about your family? Is it the way you communicate? The things you do 
together? The ways you show you care? 

You might want to use the questions below to begin thinking about ways the 
people in your family relate to each other. 

- Do you talk openly about any subject even though conflict 
may result? Do you make major decisions together? 

- Do you care about each other and show it? 
- Do you spend time together not only doing farm tasks but 

also at other times? Do you celebrate together not only 
during usual holiday times but also for no special reason 
at all? 
Are you involved in your community through friends, school, 
groups, or church? 

- Do you share your values and goals? 
- Is your family aware of and respectful of individual 

uniquenesses and differences? 
- Are you flexible and open to change? 

Use the activity at the end of the chapter to talk about your family 
communication patterns. 

Maintaining Family Stability During Change 

It is inevitable that farm families will face many changes. These changes 
can be expected (like having another baby or sending kids off to college) 
or unexpected (like the death of a family member, a drought, or loss of 
income because of changes in government programs). Stress from these 
changes can pile up even in a strong family. That is why families who have 
the best chance of survival are those that have the skills to face change 
directly and identify what they can control. Although we cannot avoid 
change, and many times should not because it can be very positive, we can 
control our thinking about the change itself. 

Change itself is not bad. 
we deal with it. Change 
affects the total unit. 

Our attitude about a change is what affects how 
or stress in one area of the family eventually 
In other words, if the stress develops in your 
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farm business, it will affect your family living, and conversely, if you 
are having problems in your family unit, it will affect how you deal with 
ongoing farm business. Therefore it is important to have good family 
communications and support. 

How much importance we attach to something is affected by our commitment, 
what is important to us, and our beliefs about what is likely to happen. 
The deeper the commitment, the greater is the potential for threat or 
challenge. Sometimes our beliefs are accurate and reasonable; other times 
they are not. Unreaso?able beliefs might include thinking you are going to 
lose the farm because your records are incomplete and you are not sure of 
your financial status, whereas when in reality, after assessing your 
situation, you see that you are experiencing minimal financial trouble. 

Our present and prior experiences and associations with harm or danger and 
the uncertainty of an adversity, influence how we appraise the danger. 

The result of our appraisal affects our mental, physical, and social 
responses to the distress. Under prolonged stress we are likely to suffer 
from "fuzzy" thinking. When this happens, thoughts of failure, rejection, 
and victimization may crowd out a more realistic view of our situation. We 
may have a difficult time putting the problem into perspective, making 
·decisions, and dealing with relationships. Our health may begin to suffer. 

Building Emotional Support Through Family and Friends 

Research shows that farm families who manage their stress and deal with 
change satisfactorily are those who have people they can turn to for 
emotional support. This support might come from family, church members, 
friends, or other farm families who have experienced the kind of stress 
they are experiencing. Such farm families develop friendships with others 
for help and comfort during good and bad times. Regular, informal get
togethers with friends help make life easier. 

Research has also shown that a characteristic of happily married couples is 
the presence of a strong internal support system. These marriages are 
helping relationships in which partners give support, reassurance, and 
personal affirmation, which in turn contributes to a sense of security and 
self-confidence in dealing with the demands of daily living. 

Whether your support comes from within or outside the family, it helps to 
gain support from others. 

Balancing Work and Family 

Because farming is very demanding and because farm families usually live 
right where they work, keeping a balance between the time spent farming and 
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time spent with the family on nonfarm activities can be challenging. 

Any family system can weaken when members spend too much time outside the 
family. Like the mobile, if one unit or family member is pulled away 
constantly or for extended periods of time, other family members will be 
affected. If the farm work is always the most important priority, it can 
weaken the strength of the family. Family members may feel a secondary 
importance to the farm its elf, time for family communication might be 
reduced, resulting in miscommunication, and conflict can result when others 
take on tasks that aren't getting done. 

Even during busy times like harvesting, it is important to create time for 
the family. One thing that can help during these times is to discuss the 
situation with family members. Do not assume that everyone in the family 
thinks that the farm work is most important. Ask for help but do not 
demand it. Plan a few minutes together each day to keep in touch. This 
can be done at meal time, or at other times that have been planned. For 
farm couples, plan a regular night out away from the kids. Time together 
as a couple is important for the growth of the entire family. 

Farm Family Decision Making 

During the next few years, decision making will be critical for farm 
families. When resources are plentiful, managing those resources can 
become relaxed. But when resources are scarce, careful management is 
crucial to utilizing all resources to their fullest. 

Careful management is not just management of economic decisions or 
manipulating the cash flow. It entails communicating about goals. It 
means taking into account the values and role conflicts of all family 
members. It means sharing responsibilities. It might mean improving a 
family member's knowledge, attitudes, or skills. 

Individu·al decisions are different from family decisions. It is sometimes 
hard to make an individual decision; to make a family decision, we have to 
multiply that effort by three or four times. That is why family decisions 
are difficult. Family decisions are not decisions made by an autocrat (one 
family member making an individual decision for an entire family). They 
are decisions that involve all family members. 

In these times, farm family decisions need to be family decisions. If a 
major commitment of resources is made toward an economic decision but not 
all family members have been included in the decision or not all members 
are willing to devote the time, energy or money needed, then making 
progress toward achieving the goal will be more difficult. Precious 
resources can be lost as a result. 

When families are asked about the resources available to them, members most 
often mention time and money. But in addition to these two, family members 
have human energy, skills, ability to learn new skills, and attitudes as 
resources available to them. 

4-5 



\.. .. / 

Ideally, family decisions meet the needs of all family members. In real 
life, that is not always possible. If, however, family members have a 
voice in making major decisions, they will have an opportunity to work out 
value or role conflicts. 

Listening is a skill that is essential to family decision making. True 
listening is not letting someone's words go in one ear and out the other as 
your mind is off thinking about something else. True listening is devoting 
your energies to what the family member is saying. It might be asking that 
member a question about what he said to clarify what you heard. This 
technique is necessary sometimes because there may be an unstated need 
being expressed. Someone may also still be clarifying a need within 
themselves; the questioning can help them in this task. 

Tensions will arise during family decision making. That's normal; however, 
do not let it get out of hand. Give yourselves some time-outs. That may 
mean just taking a walk or it may mean delaying the discussion until 
tomorrow. Make a commitment to get back together at a certain time before 
calling it quits. Family decision making is not always easy in the short 
run; it can take a lot of time; it can sometimes be frustrating. But in 
the long run, it helps the family achieve what it wants to achieve on the 
farm, in the family, or in both farm and family. Family decision making 
can sometimes help families see that a different decision path may be more 
advantageous for the farm, the family, or both. 

Family goal setting has two stages; one of those stages does not always 
take place on a conscious level. That stage includes what goes on in 
getting to the point where the goal can be stated. It includes identifying 
the important values, investigating alternatives, and resolving conflict by 
working on value differences, and it means blending opposing solutions to 
meet the needs of several people at the same time. 

Once the goals are known, then the more concrete tasks of allocating 
resources to these goals can take place. Until we figure out exactly what 
is most important to the family and then resolve the value differences, 
family goals are not clear. When farm family goals are not clear to family 
members, farm family resources will not be used as well as they could be. 

Family decision making is a continual process. Circumstances or people 
change so that decisions often need to be re-evaluated even after you think 
they are complete. People have different thinking styles and different 
personality traits. That makes them better at some stages of the decision 
making process than at others. Take advantage of people's strengths in 
this process. 

Types of Decisions 

An economic decision involves allocating resources among competing goals. 
Most of us are familiar with economic decisions regarding resources such as 
money and time. There are also technical decisions such as what herbicide 
to use to best eliminate a weed problem. Another type of decision we make 
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is a social decision. Such a decision is made before setting goals; it 
involves two or mare people, a role conflict, or a value conflict. 

The process to follow in making a social decision involves identifying the 
important values, investigating the alternatives, and resolving conflict by 
working on value or role differences. It also involves blending opposing 
solutions to meet the needs of several people at the same time. Although 
it is a challenging process, it is not impossible for family members to 
learn. Use the attached examples to explore your family decision making 
process. 
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COMMUNICATION VERSUS MISCOMMUNICATION 

Think of a situation in the past few days when you did not understand 
someone or someone did not understand you. List the reasons for the lack 
of communication: 

How did you feel when communication was not effective? 

What was done to clear up the miscommunication? 

What could your family do to improve family communications? 
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CONSTRUCTIVE CONFLICT WITHIN THE FAMILY 

The social decision making process helps in resolving family conflicts, 
Using the scale below, circle the number that best describes how your 
family responds in conflict situations. 

1. Not at all like us NOT AT ALL LIKE US means this is 
never or not at all like what your 
family does. You would circle "1" 
if this were your answer. 

2. Generally not like us 
3. Slightly like us 
4. Generally like us 
5. Exactly like us 

EXACTLY LIKE US means this is 
always or exactly like what your 
family does. You would circle "5." 

l. A communication exchange takes place in 
which each family member has fairly equal 
time to express his/her point of view. 

2. Feelings are brought out and not 
suppressed. 

3. Family members listen to one another with 
empathy and without constant interruption. 

4. Those involved in the conflict remain 
focused on the issue and do not get 
sidetracked into other previously unsolved 
conflicts or personality differences. 

5. Family members respect differences in one 
another's opinions, values, and wishes. 

6. Family members respect differences in one 
another's opinions, values and wishes. 

7. Some system of rules has evolved from 
past conflicts. 

8. All family members obtain experience with 
problem solving as a process to settle 
differences. 

9, Little power or control is exercised by one 
or more family members over the actions of 
others. 
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DECISION EXAMPLE 1 

After reading the example, answer each of the questions below individually. 
Then discuss your answers within the management team. 

Tom and Sue Scott and their son Jim have a 250 acre dairy farm. At the 
suggestion of his banker, Tom has decided to rent more land to spread fixed 
costs over more acres and improve net cash income. Sue is not crazy about 
spending any extra time doing chores after coming home from work. She 
works hard all day at a job she does not particularly like. Jim had wanted 
to join the cross country team next spring so he isn't crazy about it 
either. 

What is the economic decision? 

What factors contributed to the conflict situation? 

What are the role conflicts involved in this decision? 

What are the value conflicts involved in this decision? 

How might the Scotts begin the decision making process to resolve this 
conflict? 
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DECISION EXAMPLE 2 

After reading the example, answer each of the questions below individually. 
Then discuss your answers within the management team. 

The Smiths began to feel the pinch on their farm in 1982. There was less 
and less money left from farm income to cover family living expenses. The 
family considered several alternatives and finally decided that Wilma Smith 
would go back to work off the farm to bring in money for family living 
expenses. In the last year, Wilma has become more and more angry because 
her income which she thought was to go for family living, has been going 
for the farm. 

What is the economic decision? 

What factors contributed to the conflict situation? 

What are the role conflicts involved in this decision? 

What are the value conflicts involved in this decision? 

How might the Smiths begin the decision making process to resolve this 
conflict? 
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What is 
the economic 
decision? 

-Whether to 
rent 
additional 
land 

-How does 
Wilma's 
off-the-farm 
paycheck 
get dis
tributed 
to cover 
family 
living 
or farm 
expenses? 

RESPONSE SHEET FOR DECISION EXAMPLES 

What factors 
contributed 
to the 
conflict 
situation 

-Tom made 
economic 
decision that 
involves 
time & labor 
of Sue & Jim; 
he didn't con
sult before 
making 
commitment 

-Sue doesn't 
care for her 
job; she 
needs more 
energy to 
get through 
the day. 

-Change in 
circumstances 

-Wilma was 
not included 
in the 
decision to 
have her pay
check pay for 
farm expenses 

-The family is 
becoming 
more con
cerned about 
their farm 
situation 

Role 
conflicts 

-Educational 
responsibil
ities 

-Sole decision 
maker vs re
sponder to 
decision 

-Off-the-farm 
job vs. on
the-farm job 

-Decision 
maker vs. 
responder 
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Value 
conflicts 

-Leisure vs. 
work 

-Self-develop
ment vs. work 
ethic 

-Value of input 
into decisions 
vs. one person 
making deci
sion for 
family 
members 

-Control over 
where money 
is spent vs. 
little or no 
control over 
where the 
money is 
spent 

-Independence 
vs. depend
ence 

-Separation of 
family living 
expenses from 
farm expenses 
vs. no separa
tion 

Ways to begin 
to resolve 
the conflict 

-Either Sue or 
Jim will need 
to talk with 
Tom so he 
becomes aware 
that there is 
a problem so 
they can be
gin to work 
on the prob
lem 

-The family 
needs to get 
together to 
discuss what 
they are 
really 
feeling so 
they can 
define the 
problem. 

-Is the 
income alloca
tion the 
problem or 
is it a much 
greater 
problem of 
worry about 
their over
all situa
tion? They 
might have 
to begin to 
deal with 
the bigger 
problem. 



SOCIAL DECISION MAKING PROCESS FOR DECISION EXAMPLE 1 

The economic decision for Tom and Sue Scott and their son Jim would 
be to rent more land. This decision was made by Tom without input 
from other family members. A conflict resulted because both Sue's 
and Jim's roles and values were impacted. Both would have to 
contribute more work to the farm. Sue values spending time on other 
things after work and Jim values the cross country team. 

Here's how the Scotts might resolve this problem using the social 
decision making process: 

The first step would be for Sue or Jim to approach Tom to 
communicate that there is a problem. This in itself can 
be risky. It will be important for each of them to decide 
if the risk is worth the payoff. 
If Tom agrees, the next step is to make a commitment to 
work on the problem. This would include setting aside 
time to meet to discuss the problem. 
Before the discussion it might be useful to identify 
some ground rules such as everyone has the right to 
be heard, no name calling, if the discussion gets heated, 
a break will be taken. During the discussion identify 
and state personal needs. Everyone should be able to 
state what they are feeling and what they need to 
resolve. Sue might begin with a statement such as "I am 
feeling disappointed ... or I do not want to work when I 
get home from work ... or I am too tired ... " 
The Smiths then need to select a solution and discuss 
pro's and con's. 
After making a final choice they may set up a trial time 
period to think about or try the decision and see if it 
fits. Adjustments may have to be made. 

The major advantage of this process is that it gives a family 
something to follow to help in resolving conflict. This can result 
in greater happiness and better management of the family and farm. 
Some of the disadvantages include the time commitment, the need for 
good communication skills, and the requirement of maturity on the 
part of each family member. 
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TALK ABOUT MONEY WORKSHEET 

Directions: In this exercise, think about both the farm operation and the 
family. Family members should answer these questions 
separately. Then compare answers. The similarities and 
differences that turn up can spark a discussion of family 
values, attitudes, and practices. 

1. If you received $5,000 tax-free, what would you do with it? 

$ 

$ 

$ 

for 

for 

for 

2. Rank the following activities, using 1 to indicate what you would enjoy 
doing most and 6 to indicate what you would enjoy least. 

an evening at home with the family 

involvement in physical activity 

spending time with friends 

___ a night on the town 

a few extra hours 
working 

some quiet time to 
myself 

3. If you had to make a major cut in your current spending, what area 
would you cut first? 

4. Do you agree (A) or disagree (D) with the following statements? 

A 

A 

A 

A 

A 

A 

D 

D 

D 

D 

D 

D 

I'm basically too tight with money. 

My spouse is basically too tight with money. 

Equality in family decision-making is important to me. 

I feel good about the way financial decisions are made in my 
family. 

Sometimes I buy things I don't need just because they're on 
sale. 

I believe in enjoying today and letting tomorrow worry about 
itself. 
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5. I'd like to see us spend less money on 
and see more dollars go for ___________________ _ 

6. What money problem is the most frequent cause of argument? 

7. What was the most sensible thing you've done since marriage with 
money? 

The most foolish? 

8. Do you know the dollar figures that go in the following blanks? 

Farm Income $ 

Debt on farm land 
and buildings $ ___________ _ 

Money spent on 
food each month $ 

Monthly vehicle 
payments $ ____________ _ 

9. Buying on credit is _____________________ _ 

10. If you were granted just one wish, what would it be? 
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Setting Farm and Family Goals 

Goal Setting 

Setting goals is essential to effective management of both the farm 
business and family functioning. Each person and family identifies the 
goals they hope to achieve in a variety of ways. Goals are very personal 
and are based on our values and beliefs. They give direction to our lives. 

A value is something that is held in high regard by a person. For example, 
a person may value fairness or honesty. Just because people have different 
values does not mean that one person's values are better than another's. 
Sometimes, when scarce resources need to be distributed across varied 
goals, value differences among family members require conflict resolution. 

The following story from psychiatrist Alan L. Summers gives us insight into 
how many people live their lives: 

Thousands of years ago, a calf strayed from the herd and became lost. 
It took a nap, munched some grass, meandered across the countryside 
and eventually caught up with the herd. 

Later on a rabbit, out for a leisurely stroll, followed the path left 
by the calf, because it seemed much easier than hopping through the 
brush. A fox, hot on the rabbit's scent, trekked down the same path .. 

Then much later Indians found the trail and followed it from one 
valley to the next. Pioneers came along and thought "The Indians know 
the best trails -- so we'll follow them." Settlers followed the same 
trail since it was well defined. 

In the years that followed, the trail became a road and, after towns 
and cities developed, the road became a super highway. 

Someone asked, "Why was the super highway in this location?" Of 
course no one knows! 

Families without goals find that whatever happens at a given moment sets 
them off in new directions, with little or no thought given to where they 
will end up. Goals help a farm business and family determine where they 
want to go; family members keep these goals in mind as they make decisions 
along the way. They manage their resources to attain their goals. 

Farm families must set goals for the farm business and for family living. 
The two sets of goals must be compatible; if they aren't, conflict will 
result. The farm business and family compete for the same resources. The 
goals should help determine how the resources will be allocated between 
them. Will the money from the sale of swine be used toward a used combine 
or will it go toward buying a much needed refrigerator? 
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We need to write our goals down in specific terms. Doing so forces us to 
think about whether we really need or want this goal and whether we are 
willing to devote what is needed to achieve it. We are much more committed 
to a goal when we state, "I am going to save $5 a week," than if we state, 
"I am going to save money." Other examples of goals stated in specific 
terms include: I am going to increase farm income by reducing the cost per 
cow and lowering the repair costs by $1,000 per year. I am going to spend 
1 hour each day with the children and 1 hour each day with my spouse. 

Your goals must be attainable or you will be setting yourself up for defeat 
before you even start. Your goals must be realistic enough that you can 
reach them in the time specified. For example, if one of your goals is to 
reduce farm debt in the next 3 years, you must be realistic about how much 
you will be able to reduce your debt. Making goals specific makes them 
more concrete and attainable. The worksheets included with this chapter 
will help you to develop specific goals. 

Remember that goal setting is a dynamic activity. Just because you write 
down or say it aloud does not mean it is set in concrete. Your goals may 
be in various stages of development. Some may be near completion, some may 
be in the process of revision, some may be just forming, and still others 
may endure for a lifetime. You may discard some of your goals because the 
cost in resources required to reach them may seem unreasonable. Goals are 
subject to change at any time, but they serve as a reference point for the 
family's managerial action. The fact that goals can be changed makes them 
real. 

Individuals and families face multiple goals with different priorities. If 
a family's list of goals is more extensive than available resources will 
allow, priorities must be set. Priorities among goals can be evaluated as 
goals that must be reached, goals that ought to be reached, goals that 
people want to work on, and activities or items that once were sought but 
can now be forgotten. Ranking goals based on their importance gives 
direction and meaning to decision making. This ranking can be especially 
beneficial when resources are limited. 

Because changes occur all the time, you must build flexibility into your 
goals. Goals serve as an anchoring point for the family in planning ahead. 
The idea that they can be changed makes them more realistic. 

You need to set both long- and short-term goals. The two kinds of goals 
differ in the amount of time, money, and other resources required to attain 
them. Personality differences, family life stages, and economic well-being 
all influence the balance between goals of long and short duration. Long
term goals must be set when resources must be accumulated. 

Long-term goals relate to those things you want to accomplish in the next 5 
to 10 years or more. Examples of long-term goals might be to pay off the 
mortgage or to send your children to college. Long-term goals require a 
greater commitment of time, human energy, and money than short-term goals 
do. 
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Short-term goals often contribute to a long-term goal and provide a point 
for checking progress toward long-term goals. They usually take a shorter 
time to achieve. They seem important at the time you are working on them 
but may seem insignificant when you look back 10 years later. Short-term 
goals can be achieved in 1 or 2 years or perhaps even less time. 

For some people, it is easier to identify long-term goals than short-term 
goals. For such people, it is easier to say, "I want to have my bills paid 
off in a year," than to decide to target a particular bill and say, "I am 
going to pay $25 on this credit card each month and not charge more on the 
card until the bill is paid." The second goal requires more immediate 
commitment to action, it is much easier to procrastinate on the first, more 
general goal. It is important to be specific with both long-term and 
short-term goals. 

Worksheets I and II will give you a 
individual, a family, and a business. 
individually and with family members. 
everyone will gain ownership of them 
them. 

Support and Resource Identification 

start toward setting goals as an 
Take time to work out your goals 
Discuss your goals as a family so 

and will be committed to attaining 

Once you have established your goals, you should identify the activities 
and resources you will need to accomplish them. This is part of developing 
the management plan for your farm business or for attaining family goals. 
Worksheet III will help you develop a plan for making your goals more 
specific and for allocating resources to help you reach your goals. The 
worksheet will help you think through what activities you will need to do 
to reach the goal, what you will do, when it will be done, the cost, the 
benefits, who will do it, and how committed you are to achieving the goal. 

Summary 

It does not matter which method you use to set goals and develop a plan to 
reach them. What is important is to try the process. Once goals have 
been set, most things fall into place because life has direction and focus. 

Remember that: 

1. Goals are important and are a basis for decision making. 
2. Goals should be specific and attainable. 
3. Goals should be set by all those who will be affected 

by them. 
4. Good family communication is necessary for reaching 

consensus on family goals. 
5. Listening is an important, acquired skill and is the 

basis for good communication. 
6. An open decision making process is necessary when 

establishing family and farm goals. 
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Remember that goals should be based on values and are subject to change. 

Remember that you need to set both short-term and long-term goals, and that 
you need to prioritize your goals. 
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Goal Setting Worksheets 

NAME (1..RM,~ 
DATE ~4ek, I'+ l9RR > 

MANAGEMENT PLAN WORKSHEET I 

/ 

Directions: Begin by entering your personal., high priority goals within each 
of the categories, Then enter your short term goals in the appropriate columns. 

Your High Priority 
Long-Term 

Individual Goals 

-Spend rnore +ime 
wHh f'rly u.i:~e -1-

9 irls. 
- Do l"r'lore reC1.d,·n3 "" d 
- A++end M e.e. ti "'J s on 

r)on +a.r-m-C.luic. 
fype Q.oncer-ns. 

Your High Priority 
Long-Term 

Family Goals 

Your High Priority 
Long-Term 

Business/Career Goals 

- See + ha:+ my c.h: /dren - Se.ra.r<Lie rr-.y 
ha.ue a. College eJu~a.+ion. +dr,..,.., husiness 

- Ge./ a. ~iShin5 boa,+, .Pron... my .Ca.-\-hers. 
Qnd more t-;-;.h:n3 
~Sa. {a.M,' J~-

-.r"cre<lSe C.orl\ 
O.nd So~bea.n 
p,.odu~+';on 
'JielJS, 

Short-Term Goals That Support The Long-Term Goals 

INDIVIDUAL FAMILY BUSINESSLCAREER 

- Spe"cl a.J leC\ 'l.+ -Ste... rf a Co llelj e.. -.Increase.. 
JS m/nl.4..fes w:+h my .Pund +or my '?!iris. 0,; lk produc.fion 
girls ed.c..h do..y, J40 0 :l:!-+1)1s 

_ Spend a.:f /eqsf 3o - Look info +~e eosi ye.a.r, 
minu.~es Wif-A T'rif o-tl o... boa.+ £).r,J -.:tnc.reqse. 
tui-fe. eo.c..l, dQy wha.-1- -+-ype. We.. C!.or-1'\ yields 
f-a,JK;nq c,ve..r wott.rd lik'.e.. to 'bu. per 

J (I ac.re. ~ 
+a.rn:/y -1- ro..rl'Y) ..:saybeo..l\S 
Concerns-. 
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Goal Setting Worksheets 

MANAGEMENT PLAN WORKSHEET I 

Directions: Begin by entering your personal, high priority goals within each 
of the categories. Then enter your short term goals in the appropriate columns. 

Your High Priority 
Long-Term 

Individual Goals 

Your High Priority 
Long-Term 

Family Goals 

Your.High Priority 
Long-Term 

Business/Career Goals 

Short-Term Goals That Support The Long-Term Goals 

INDIVIDUAL FAMILY BUSINESS/CAREER 
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NAME Iohn ➔ Mary .Ta Fa.rrne.r 
DATE Feb. /t,,, 19~g 

MANAGEMENT TEAM WORKSHEET II 

II. Mutual Goals 

Directions: As a management team, take a look at Worksheet 1 together. From 
that list of goals, discuss the priority goals and write the goals 
that you, as the management team, view as high priority goals in 
each category. 

High Priority 
Long-Term 

Individual Goals 

,Iobo 
(name) ~Jc . rrame) 

- We bo+n woo../ J 
/:Ke fo ho..ve.. 
a.noi-her c::0); /d, 
hope{o.1 lj a. boy 
fh;s +imcQ.. 

- We bo+h u.>an-1-
Ma"y .Jo fo S-lof 
Wo,-K i "3 o# +he. 
ta.rm Sol'Yle da.y. 

High Priority 
Long-Term 

Family Goals 

- C!.o//eje e.ciucaiio n 
for our eh: ldren. 
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High Priority 
Long-Term 

Business/Career Goals 

- Sera. ra . .Je. Olt. r 

ta. r l"'rl 6u s 1' ness 
~roM John's 
-ta.:·1-ile r s . 

Ge.-f fV'lo..rt Jo 
il\Volued mor-e. 

in +he +<t.f'M 

-bus; nesS'. 

- Inc. rea se. 
produc.+:o'I'"\ and 
d e.C!. r-ec:i se 
produc+io n 

· .e. 'I(. F el'\ se s. 



MONTH Ma l'C /2 , 3' 

NAME .. Y:,bn " /IJal'i/ .J; 
J 

MANAGEMENT WORKSHEET III 

Directions: Using your goals from Worksheet II, write the specific goal in 
the section below and follow the line by answering each question. 

Goal 

Co/lej e. 

tune:/ 

.:,:,,e.1-e1JS e 
IJ?l/K 
f',.,,,1,, d;o,,, 
/<{ooo/t!.Dw 

Activity To 
Achieve Goal 

Sf12.rt Sa Vi' njS 
Q. /!.(!,OU n f 

7esf For4je. 
e,,, 1 ... ,, e e- Ac. .,t.-.,, s 
J:mpf"DCJe.. lhi/KII\J 
fr.,c.edtA.rf! s. 

When To 
Do It? Cost? 

.ItA../y _,~i::>o 

11!! fe" 
jeA.r 

11"/art:.A •is-~ 
/'!f~f y/{. 
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Who Will 
Do It? 

1>7a t> Y .Jo 

Yoh,.. 

Commitment 
Level? 

Jl,jli 
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Goal Setting Worksheets 

NAME -------------
DATE -------------

MAN AG EME NT PLAN WORKSHEET I 

Directions: Begin by entering your personal, high priority goals within each 
of the categories. Then enter your short term goals in the appropriate columns. 

Your High Priority 
Long-Term 

Individual Goals 

Your High Priority 
Long-Term 

Family Goals 

Your High Priority 
Long-Term 

Business/Career Goals 

Short-Term Goals That Support The Long-Term Goals 

INDIVIDUAL FAMILY BUSINESS/CAREER 
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Goal Setting Worksheets 

NAME'-------------
DATEc._ __________ _ 

MANAGEMENT PLAN WORKSHEET I 

Directions: Begin by entering your personal, high priority goals within each 
of the categories. Then enter your short term goals in the appropriate columns. 

Your High Pri~rity 
Long-Term 

Individual Goals 

Your High Priority 
Long-Term 

Family Goals 

Your High Priority 
Long-Term 

Business/Career Goals 

Short-Term Goals That Support The Long-Term Goals 

INDIVIDUAL FAMILY . BUSINESS/CAREER 
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NAME. _____________ _ 

DATE. ______________ _ 

MANAGEMENT TEAM WORKSHEET II 

II. Mutual Goals 

Directions: As a management team, take a look at Worksheet 1 together. From 
that list of goals, discuss the priority goals and write the goals 
that you, as the management team, view as high priority goals in 
each category. 

High Priority 
Long-Term 

Individual Goals 

(name) (name) 

High Priority 
Long-Term 

Family Goals 
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High Priority 
Long-Term 

Business/Career Goals 
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MONTH __________ _ 

NAME __________ _ 

MANAGEMENT WORKSHEET III 

Directions: Using your goals from Worksheet II, write the specific goal in 
the section below and follow the line by answering each question. 

Goal 
Activity To 
Achieve Goal 

When To 
Do It? 

5_-20 

Cost? 
Who Will 
Do It? 

Commitment 
Level? 



Goal Setting for Families 

The process of setting goals is important, especially when financial 
resources are involved. Below is a diagram of two different stages of the 
goalsetting process as it relates to financial management. 

STAGE ONE 

Identify Values 

Investigate Alternatives 

Resolve Conflicts 

Blend Solutions 

STAGE TWO 

Allocate Resources Toward Goals 

Assess Where The Money Is Going In Relation To Goals 

Evaluate The Situation On A Regular Basis 

FOLLOWING STAGES - What follows depends on the situation of each 
individual family. That family may be the immediate 
nuclear family or it may be the extended family, 
depending on who is involved in the farm operation. The 
process revolves around the goals and priorities of the 
family. 
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Basic Farm Financial Management Instruments 
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Chapter 6 

BASIC FARM FINANCIAL INSTRUMENTS 

outline 

A. The Balance Sheet 

1. Components of the Balance Sheet 
2. Purpose and Uses of the Balance Sheet 
3. Calculating Net Worth and Net Worth Change 

B. The Cash Flow Statement/Family Living Check 

1. Components of the Cash Flow Statement 
2. Purposes and Uses of the Cash Flow Statement 

C. The Farm Earnings Statement 

1. Components of the Farm Earnings Statement 
2. Purposes and Uses of the Farm Earnings Statement 

D. Farm Financial and Production Data History 
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BASIC FARM FINANCIAL MANAGEMENT INSTRUMENTS 

The Balance Sheet 

A balance sheet is a summary of the assets and liabilities of a business, 
and the owner's net worth or equity, as of a specific date. It is a 
"financial snapshot" of the business at one point in time. Normally the 
balance sheet is completed as of January 1 of a given year, and that date 
becomes the balance sheet date. The balance sheet is not a report 
representing a period of time, but represents one point in time. 

TABLE 6.1: BALANCE SHEET 
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Preparing a balance sheet on the same date each year enables a producer to 
compare business performance over several years. It is organized on the 
accounting principle that assets equal liabilities plus net worth. 
Therefore, as the name implies, the balance sheet must balance numerically. 
A balance sheet is also referred to as a net worth statement or a financial 
statement. Table 6.1 is one example of a balance sheet. 

The balance sheet can be used to measure solvency or the financial health 
of a farm business. Solvency is the comparison of assets and liabilities 
and is expressed as net worth. If the value of assets you hold exceeds the 
value of liabilities, the result is a positive net worth, and your farm 
business is considered to be solvent. 

Components of the Balance Sheet 

Assets are all the things of value that you hold (owned or pledged as 
collateral) or owed to you on the balance sheet date. Assets are normally 
found on the left-hand side of the balance sheet, as seen in Table 6.1. 

Current Assets represent cash and 
near-cash items such as inventories 
that can be converted into cash 
without disrupting the farm business. 
Examples of current assets include 
cash, checking account balances, 
prepaid expenses, hedging accounts, 
grain and forage inventories, 
supplies on hand, market livestock, 
cash investment in growing crops, 
and accounts receivable (money owed 
to you). The duration or "life" of 
current assets is usually less than 
1 year. Current assets are offset 
by current liabilities on the 
balance sheet. 

When listing current assets on the 
balance sheet, it is important to 
assign realistic values. Cash and 
checking account balances would be 
listed as of the balance sheet date. 
Also included in this category is 
the face value of PIK certificates 
you currently hold. Seed and supplies 
would include seed, chemicals, fuel, 

CURRaff rAAM.usEts ----Pn,p&)ll~n:lwppiln ----lillOCllnQIICOOUl'lll 

Clcpl NICI lor ..,_ er INd 

" -
ll 

, 

Cropsundlorgo,A...., , , ... 
,r ,,., ' 

UWs!OCkhelellol'IUI ,. 
' 

TOOi.i Currenl Farm-'--

-" 0 

" " " .. 
'" ,,. 

' '~it 

" 
,. .---,wo 

" 
., 

~ I ,.,,>.co _,9ze, ,, 
" ,~oo /7 "t:> 

" 3, 11.J.ID /,41)D 

" " ,, 
" "' - - .. ~ '-W 

" 
, ,aoo 0 

" 
" ,. 
" ., ,-.. .. , '" ., ., ., .. 
" " ·~ 

etc., on hand on the date of the balance sheet and should be valued at 
current market value. Investment or cash in growing crops would be valued 
at cost or market value, whichever is the lower figure. 

Accounts receivable are often ignored on the balance sheet but are 
important items to include. Examples of accounts receivable are future 
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government deficiency payments, milk checks, and payment for custom work 
you did. It is important here to assess the likelihood of the account 
receivable being collected. List on the balance sheet only that portion 
that you have a reasonable probability of collecting. 

Crops held for sale or feed should be valued at current market price, 
taking into account quality. 

Nine-month Commodity Credit Corporation (CCC) inventories are also included 
as current assets. There are two methods of assigning a value to the 
inventories. The first method is to list the crop and bushel amount under 
loan and assign a zero value to it if you declare the loan as income in the 
year you seal the grain. The exception is when the market value of the 
grain is greater than the loan rate. If this occurs the balance sheet 
value of the grain would become the equity value of the grain or the 
difference between market value and loan rate multiplied by the number of 
bushels under storage. The offsetting current liability entry should list 
the number of bushels under loan and the total loan amount but a zero value 
for principal balance owing. The second method is to assign either the 
loan rate value or current market value to the grain, whichever is higher. 
This would be done if you declare the loan as income in the year the grain 
is forfeited or liquidated. The offsetting current liability entry would 
list the bushels under loan and the total loan amount as the principal 
balance owing. 

Market livestock held for sale should be valued at local cash price. If 
the livestock has been contracted, the value used on the balance sheet 
would be the contract price. 

Intermediate assets are those items of value that support farm production 
such as breeding livestock, 
machinery, and equipment. These 
assets are not normally sold 
or converted into cash during the 
year. The exception is breeding 
livestock that is being culled 
or machinery that is being traded. 
With these situations, the asset 
is normally replaced in order to 
maintain business operation. 
Intermediate assets have a useful 
"life" of from 1 to 10 years and 

INTERMEDIATE FARM ASSETS 

Breeding l!lleslock 
,,/'. 

, ,, 
- I. -1.'C , . I. • 

, 

Farm machinery and oqulpmenl 

Tola! lnlormO<llalo Farm >.ssets 

..... -&/1 
0°, mm ,0 

·•"- ,;l~/,,,o,..., 

" qc,oo 
10 ...20 c:i n 

<t <100 

~ 'is°OOl"l 

IB51 C/01-1-00 

are offset by intermediate liabilities on the balance sheet. Breeding 
livestock should be valued at market value. Vehicles and machinery should 
also reflect market value. 

If you have placed grain into the CCC Crain Reserve, you would treat it as 
an intermediate asset for the first 2 years and as a current asset the last 
year the grain is in reserve storage. 

To determine a balance sheet value, use the same procedure as outlined 
under the current asset section for CCC grain. 
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Farm Credit Services (FCS) and other member coop stock associated with 
intermediate assets and liabilities should be listed in the intermediate 
asset section of the balance sheet. 

Exercise caution when assigning intermediate 
fluctuations in values can give an untrue picture 

asset values. Large 
of the farm business. 

Long-term (fixed) assets are more permanent in nature, with a typical 
"life" of more than 10 years. 

LONG TERM FARM ASSETS ey-W,7%f;, " 
Normally these assets cannot be 
readily converted to cash and are 
an important part of the productive
ness of a farm business. Examples 
include real estate (land) plus 

Fnnn rolll ostillo ._, W~),if,/2%7,t#, 
''•-- • A h'·· ,_ 0 1 'tl'I ;::Loo 

any improvements such as buildings, 
tile, wells, etc. This group of 
assets is offset by long-term liabilities. 

IF :l)OJi, ~ /_ - ' l 

FlB stock and co-op equity 

Tol!ll Long Term Farm Assn1s hot 

For credit and business analysis purposes, real estate is valued at market 
value. If depreciable improvements are of significant value, you should 
value and list improvements separately from the bare land real estate. 
Also list nonfarm real estate, Farm Credit Service, and other long-term 
cooperative stock in the long-term asset section of the balance sheet. 

On some balance sheets there is a 
section for nonfarm assets such NONFARM ASSETS !'/JP@ 

,90 

·@ 

as vehicles, household goods, 
Vehlclos rf "00 
Household goods ,, o- --

cash value of life insurance, Ca3.h vnluo ol llfo Insurance --oo 
stocks, bonds, IRAs, etc. If Slocks and bonds 00 

you list these items, value TotaJ Nonfam, Assets h,1 3.d--000 
them at market value. 

When deciding on the method for placing a value on assets and categorizing 
assets, check with your creditors for their preference. This procedure 
should make completing the balance sheet much easier and will lend 
credibility to the balance sheet you submit. 

Liabilities are debts. They constitute the amount you owe to creditors on 
the balance sheet date. Liabilities are normally listed on the right-hand 
side of the balance sheet and offset the asset entries we just discussed. 
There are three categories of liabilities: current, intermediate, and long
term. 

Current liabilities are debts due to be paid on creditor demand or within 1 
year of the balance sheet date. Examples include operating notes; accounts 
payable; accrued interest on current, intermediate, or long-term debt as of 
the balance sheet date; past due taxes; and nine month CCC loans. 

Accounts payable should be listed by noting the supplier and the amount 
owed. All accrued and past due payments should be listed in the same 
location under current liabilities as accounts payable. 
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Operating loans and other on-going lines of credit should be listed 
separately from accounts payable, accrued payments, and past due payments. 

With this entry on the balance 
sheet, include the creditor's 
name, the date the note is due, 
the interest rate for the note, 
the annual installment and 
the amount delinquent--(if 
applicable), and the principal 
balance due. 

Nine-month CCC loans are listed 
as current liabilities. With 
this entry, include the name and 
amount of grain under loan and 
the loan amount. Entries 
under the principal balance 
column for 9-month CCC loans 
should be identical to those 
made for the 9-month CCC loans 
on the asset side of the balance 
sheet if market price is below 
loan rate. If market price is 
above loan rate and there is 
some farmer equity in the grain, 
the amount listed on the asset 
side of the balance sheet will 
be greater, by the amount of 
equity, than the amount listed 
on the liability side of the 
balance sheet. 

CURRENT FAAM UABIUTIES 
Farm accotmls payable anti 11ccruoo oKponsos 

., t'~---• - --- J.,·,, 
, . ..L -A..,"' .. ~--~ C. 

, - . 
/I/ I 

Sub!o\al eccounls payable and accruod expanses 
current fe.rm nolos payable a '::~'!"' ' ' r-~ (!,(!!(!. ( l'. ll °'(' ~ _, l 

l;;j'A ./~ --"• II - - •• , ' ,. , 
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Intermediate liabilities are debt on equipment, machinery and breeding 
livestock. Such liabilities carry a term of 1 to 10 years. When listing 
intermediate liabilities, be specific and make enough notes on the balance 
sheet so that each entry can be 
easily understood. For each 
intermediate liability, list, 
i-f possible, the 
creditor's name, the date 
the debt is to be paid in 
full, the interest rate, 
the annual installment 
(which includes interest 
and principal), any amount 
of the debt that is delinquent, 
and the unpaid principal balance 
due. If you do not have these 
data, contact your creditors: 
they can readily supply them 
for you. 

INTERMEDIATE FARM LIABILITIES 
DoscrtpUon -

r. o, 
r: •. t 
' , A'•• A • ~ •u~ 

' 

Total lnlormodtale Farm Uablllllo~ 
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Long-term liabilities are debts on fixed or long-term assets that carry a 
maturity date in excess of 10 years. Common examples include real estate 
mortgages and land contracts. When listing long-term liabilities, be 
specific and make enough · 
notes on the balance sheet 
so that each entry can be 
easily understood. For 
each long-term liability, 
list the creditor's name, 
the date the debt is to 

LONG TERM FARM UABIUTIES 1./j ·w !W:Wffi 

be paid in full, the 
interest rate, the annual 
installment (including 
interest and principal), any 
amount of the debt that is 
delinquent, and the unpaid 
principal balance due. If 
you do not have this data, 
contact your creditors. 

DosClfpUon ~ .. I""•'"• . .. 
" D. _,. _. ,, - . , 

" r ......._ .. ..11 ~- ''" I u , .. -/,f Lo I 

I I 

Tola! Lonn Term Fo.rm Ue.blllllos 

1-,---,,. """""' ....... 
·"-"'• - :,u< 31,.-. 

/. I 

1901 ~- < 

On some balance sheets there is a section for nonfarm liabilities, which 
would include nonfarm accounts 
payable such as credit card 
balances due and nonfarm 
notes payable such as car 
or appliance loans. When 
listing nonfarm liabil
ities, include the creditor's 
name, the date the note will 
be paid in full, the interest 
rate, the annual installment 
(including principal), and 
interest, any amount of the 
debt that may be delinquent, 
and the principal balance 
left to be paid. 

Total Nonlarm Uablli!les 

Purposes and Uses of the Balance Sheet 

Prlnelpal l3alanca 

" 

The balance sheet is a very useful financial tool. 
include: 

Its purposes and uses 

Measuring the risk-bearing ability or financial solvency of 
the business. 

Reporting the amount and type of debt and equity capital 
used to finance existing assets. 

Providing some insight into a business's liquidity (that 
is, whether the business can meet financial obligations in 
a timely manner). 
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Being a critical part of a loan application. 

Supplying data needed to calculate solvency measures or 
debt structure such as debt to asset ratios and net worth 
change. 

Being useful in preparing income tax reports. 

Being useful for documenting the financial position of 
the business to outside parties. 
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Table 6.1: BALANCE SHEET 
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Brooding tlveslock Nijrnt,.r , .•I' ,. ,a .:! on 
,~aJJ " J./eJon 

~~ 
. , 

L-U I<> ..:l.OC::,,') To!al lnlermodlale FMn UabUIUes 1851 r:,.Doo 
,. .. . , .. q <100 LONG TERM FARM UABILITIES 

,, ,, 
~/ - Doscrlptlon ~ "'"'·· 1-=i.-,-;; _-,-- Prlnclpat Ba!anc• ... 

Farm machinery and oqulpmenl X \?o on ,..__1)_ 4 ..... ., , .. g 1J_~':lD :J. ',/., 31, .,_ 
r . =- ../-
' u . , ... 'IILA..O . 

Total lnloITTIOOlalo Fnnn Assets lesl Cft:) ~ 00 I I .· f, =l 
LONG TERM FARM ,'SSETS -- " 

Farm roal estalo - @I m 1% ,._,. . 
·~ 0 t'i/7 -:J.oa 

(F /if?l./.. '#7 /,. ~1, .. 1 
To!al Lona Term Farm Uabllllles 1901 

, ., 
TOTAL FARM LIABILITIES I a.,,~ mt 

FLB stock.and co-op equity NONFARM LIABILITIES -,, 
Total Long TermFannAsSets 1701 '"-00 Nonfann accounts payable and accrued expenses 

TOTAL FARM .ASSETS I ,l O" 'J '>( r. 300 
NON FARM ,'SSETS @I "· 
Veh!clos 7t,00 Nonlarm notes pnyablo ,,. p_":,,0:, ! 'ii':!~, o.":':"""~ Prlnclpal a.t~ee 

Household goods J/ 0"" 
cash value of life Insurance ., "-" 00 
stocks 8J'lcl bonds 11?:00 

Tole.I Nonie.rm Uabllilles lesl '-'11~ 
To!al Nonie.rm Assets 1751 ;).. d-00(;) TOTAL LIABILITIES I .;l""''I 00 
TOTAL.ASSETS I :i:;;_,._ >< NEl"WORTli I S7671f 

I cor1lfy that lhe slatoments me.do by me on !his balnnco shee!·are In.le, complole, and correct lo lhe best ol my knowledge and bollef. 

Dalo ;}...,, I t'l~t" s,,,.,,,,1,1 ~ ~ ~ru, ~- ~MA•)) ·, ~ ~~, 
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Land • Legal Descr1pUon 

OlhOr nems • Oescrtpllon 

G,..,_.f..ieodlil GIP'O • Cash Codir:I 

I.Com(bu) 11.COm(btl) 
2. 0.t(bu) 12.o,u (bul 
l. Bwl.,-(bu) !l. 8-flay(bu) 
, a ...... .o,ghull'I (bu) 1 4 G..., .arghum (bu) 
S.Sprtr,g.,,_(bu) 15 SpYIIJ..r..(bJ) 
IS WW...._ (bu) 111,wi,..,.,_(bu) 
'lllla(ewl) 17 Lllll«few!I 
a. 011 .... g,YI "' ,a Ot"-' g..in", 
II. O.lwrgralll f2 IQ.Olr.e,gruln 
1i,_Q,.,g,a1r1,3 20.Sill midi 

Brwdlng U.-..ocll 

,. ""' 
2.Fanowtoflnbh 

ll f-191 lamb prod. 
7. ll"{lrlg t.na 

:,, fotdlr pig prod llHDIM~l'IQ 
'8-'co,,,.o/J 9. o.Jry QOIII 
5 loli:1. lamb~lon 10. HD..., producllon 

"''" Annual Payment Explrallon 
Landlo<d TOlal Crop Type Of lease Cash Aenl Dsle(s) Dale 

Mnual Paymenl ExplraUon 
o.vnor Number Of Unl1s Type or Loase Payment Dale(s} Dale 

CROP CODES ..... "'""' """"'°"' Y~•FIUU Otlw1Crop9 

21.~,.ahay ,,_..,_..., e Callon (lbl n.~ .,,__ 
22. ~IQII >4,.D,yt.ar-.(""'-1 o1&.CCX!on..t(lbl SO.O~I 

,. __ 
23.Gra:iN)' 36 Plrto _,. (l:fllt) n,.._,...(lbl ... """- 11 s-.itpotll-
2<1.Wbcad hay :W,.[)url,lffl..,_(bu, ca. Totacco (lb) tl),CaiJri- n. Toma~ 
15, ,.., .. hay 31. SurlkMsll (e-t) «I Ohag,_ .-, (lbj 11.Cam;,u nOt,_.wg.,rl ... _ 

».8~t(lonJ !!O eo.-..Nm(lbl .,_,_, rt Ot,., -..g. ,2 
21 O.r-tlotaga :'Ill Rac(bo.,J !,I l'..,c;ia-1(1bl lrlCLC~ :~~ :lll.Comtllaig,a «I. A,- (bu) 52. Tn-clhy .-, (lbl o-.i..r..,. 
,. """"' 41. CMh hsy(lon) ~-G-S-.:l(lbl .. a-. T1, llllabeITTJO 
.n. Sorglun allagl .Q.l'op::om{CWI.) S4.Casl'lciop#I 

,._ ,..,.....,. 
31.Sffllll g,alnSIIIQIII 4161,..(lon) M.Cashen>p#2 

.,_.._, ,.._ 
32. Ot,_. IIIIQI 41.Rb (!bl 58.Ctshc:rop#:J ,._,__ .,_...,., 

LIVESTOCK CODES 

I.MSl..oclrG~ I FWthlng 

It. s. p-oductlon 
12. SpNfllng 

21.~ftnk~ 
22.Cl.l=tDln/.:1 

25. Hllfafct/11 flnlal-s,g 
21!.Y11Q.•N1llrilalw,g 

2V. S.Clrgrntnj' --3019.d-g,Oln:tW.-. 
33. G/Ulng t.JIM 
.>4. C111tom ltd bs11 

13. Rabbit 13 BM' llnllhlng 27. '/'Jig. t.lltr llnllhlnQ 31. Sm g,ulng 35.DaltyllM,. 
1.t.. Mllkr,gSt..p 2,. SI.•• cl!lf llnlshlnQ 29.. 8-' bllc.kgrourdng 32.Grw~ll•fl 31'1.0tli,yt.lftfl 

CENTER FOR FARM RNANClAL MANAGEMENT, UNlVERSTTY OF MINNESOTA 
Copyrlghl Cl 1965, 1986, 1887 Mlnnmo!a Eld.onalon Serke, Unl\llerslty o( lll!nl\MOC.a 
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151.Uli-ll 82. Paean. 
sr.Pac.,- lill. Pmli.n (AUU) 
,. __ 

llol. NIIIIT'llllh grazing jAUU) 
IM. ,.IMl'II Z.l'a,lo,,r 
IIS "-pi:,9"119 1:115 Cl>rllll,,_1_ ... _,., 111 T_,__ 
P,S....thtl191 WTi.fQtllU 
• r1111,,_,._ a;i Ot'-•C,op 
C9.Sffwllrull 
SIQ.Otlwfnill#I 
111.0tr.,rni1,2 

31. v..i P"l)ductlon <11. Bl'OII•" 
36.1..arnbllrulhlng O.callsh 
30. Lllnb grazITTg '3.C,.,...-lsh 
..0. Turbyt "' Troll 



Table 6.1: BALANCE SHEET 
- -· - -. 

NAME: DATE: 
CURRENT FAAM ASSETS - Value CURRENT FAAM UABILmEs I - i@?d';.t} 
Cash. cnoc:klng, balance " Fann occounts payable and accruod oxponsos """"'"' Prepaid e11ponses and supplles 15 

GrovMg crops 16 
Accounts recelvat>Jo 17 
Hedging accounls 18 

19 

Crops hOICI rot sa!o 01 lood ·~ '"' W-#¥1,W¼ - ,_,, 
20 

21 

22 

23 

2' 
25 

26 Sublollll .11cct:1unls ....,,,.i-10 and nccruod OJIDOOSOS I 79 

27 CUrronl larm notes pa,yaflle ,. .... , .. 
' 

... ,..._ 
Pilnclp&I Balanc• .. ,. • 

28 

29 

Crops under go-.t. loan - , .. - ,_ .. 
35 

36 

l7 

36 Total Current Fann UablllUos laol 
39 INTERMEDIATE FARM LIABILITIES UW'ff-#'@";.tt.&W~] 
40 Ooscr1pUon - ..... , ... - - Principal El&lanc:■ •·· •-··• ~ . 

U\lostock held !Of sale ~ ·~· ,_., %F r,;, iii 
45 

46 

47 

•• 
49 
50 

51 

Total Curronl Fann .MSels leol 

INTERMEDIATE FARM ASSETS mw;,2'.,,@t&Jj 
Breeding livestock .... , 1WuYfff1'.ff//{4:"////-

Tolal lnlormedlale Fann Uablll\los lasl 
LONG TERM FARM UABIUTIES ~ * iw,a ¼, 

0eKr1pUon - o,n ~- -- Pr\nclpaJ Balanc:1 ~-- ... 1,,,, ...... 1'11 

Fann mac:h!nory and oqulpment 

Total ln!ermoo1a10 Fann Auo!s lesl 

LONG TERM FAAM ASSETS ~--~ 
Fann reaJ estate k- V#-ff////04,&~ 

TolBI Lonn Term Farm U11blllUos lool 

TOTAL FARM llAAILmES I 

FLB stock and co,-op equ!ry NONFAAM UABIUTIES ;;,qf'$fo///4¥%{',a 

Total Lona Tonn Fann As.sets hol Nonlarm accounls payaD1o and accrued oxp,onses 

TOTAL FARM ASSETS I 
NO NF ARM ASSETS ~,%'{$%w,W~ 
Vehlcies Nonlann noles payati!o ·;-:-- ~ - p~paliw-. 1-•·1-•n• ~ 
Household Q()Ods 

cam va/uo or llfo Insurance 

Slocb and bonds 

Total Nonr11rm U11blli!les 1951 

Tole.I Nonlonn >&els hsl TOTAL LIABIUTIES I 

10TAL ASSETS I NETWOR'nt I 
I corllfy lhal \M stalomonls maao by mo on this balance shoo! are lruo, complole, and correct lo the bcsl or my kllO'Nledge and be!lol. 

°"'-----------
Slgnalure(s), ____________________________________ _ 
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I.Arid - Legal Oescr1pllon 

Olher nems - Descrtpuon 

G..ir.• F.ctCodes Grah,-C..,.h~ 

'Com..., 11.Com (bu) 
2. 0111u (bu) 12.0IU (bu) 
l. Ba,l.y (bu) 13.. BG,1.y fbu) 
'GIWl,o,gf'un(bu) 1,. G,ain 10,vt,un, (bu) 
5. Sprtng ..,_ !WI 15. Sp1ng ..,_ (bu) 
11,. Wlru,_,._ (bu) 18. Wlrl .. wheid (bu) 
7. lollll• (CWII 17. UI .. (c,o11.J 
8 Ol,_11,'alnll 1a0t,..,;,r.ira,1 
11 0tr.rgq1nu IQ_Ql....,gri.ln #2 
IO.Ott.1~#3 20.S. •ld9 

~u...,iock ·- S. F-i.1 lamb prod. 
2. FllfTO!llllollnlah 7. uylr>g "-ns 
3- ~. pig prod. ·--.......... Iii.Dairy~ 
l'> "'"'-· !a,nt,p,xhalon 10. Ho<.y prod..:ilon 

,.,, .. Annual Paymenl E.Jlplrallon 

"'"'""'" Total Crop Type ex Leme Cash Rent Oale(s) Dale 

Annual Payment Explrallon 
Cmner Number Of unns Type or Lease Paymenl Date(s) Dale 

CROPC00£8 

""""""''" C.hC,op1 V~•frull Ot,_,Cmp:a 

21.Altl■ twy 33.Soyt...(bu) .S.Ccaon(lbl 57.Aa!WIQUI l!Jlil.Sncpi-... 
22. Hl)'aga )4.Dfy ... {CWI) e.CCll!on-.l~bl .. -· 7'0.s-.teom 
Zl.G,_ lwy .JS_ Pno ~ (cwl) •7.l'awall!lbl ,._.,..._ 11.S-~oa 
:M.Yb:ld""Y 31!.0..U....,,_(bu, "4. Toi.co !lb! lll.c •• 1110 • ., 72. TOff'lllloea 
~.Fo:tatwy 37.~'l{C"<l<I) -Iii! BIUIQ"ml _, !lb! 81.c..ttJ 73.0hw"9g-lll'I ,.~- :la.~!lonl 50-~-'(lbl "·"""' 1,.0,,_~ #2 
27. 011 ... foraot :,g RD (bu) 51."--'!lbl "-""'- ~~..,,_ 28.Comali.g. ~Ay11(bu) 5,2. Tm:lhy-.1 (lbj IW.U..t.1'111 

'"°'" ... •t.C&Shtwylton) U.G=iS-'(lbl ,._,_. 77. llli..t.lnlil 
30.Sorgtunllllaga "2. Popcorn (c--t) 5'.CMl'lcmpll 

.,__ 
""""-31.Sn'O'lg,Plsllaga O.St,_.flon) 56. Cahcropl'2 .,_,._, 7'i.Grapa 

32. Cllwr tllllQI, M.Alca~b) ~Cl:shcroc,#3 ,.,.._ .,_....,., 

UVESTOCI( CODES 

u-tocll Growing & l'Wshlng 

11.BNprtl(lu::tlon 21.HOgflnla~ 25.HaU•ClllllnilJ'llrlQ 2g Backgrou'd ll.-rl 33. Gl'IIJ!ng ,-11•01 
12. Si-nlng 7.1.Cu:a~lld 29.. Yr9- •- l~hing !IO. l!.aclrgrotnl ,.,.,. 3,1. C\.al;C>tn ,., t..f 
13. ll&bt>I.• 2'3.8-fnbt.r.g 27. Y,lg. t.r.,fnbhlr,g 31. BNI gra:ilng 35.o.iry._, 
1'-.Uil~S"-P :H.Sl•lta'llin9hlng 29.. e., ba:k~ 32.GrmlnO••ra lll.o.lryt.U9n 

CENTER FOR FARM RNANCIAL MANAGEMENT, UNIVERSITY OF MINNESOTA 
Copyright O 198.5, 1988, 19137 U!J\lttl'SOta Extension SeMCO, Unlverolty of MinnMOta 
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a1.M1r1: .,_.....,. .......... 93, .... inj.l.UY) .,__ 
~-....-i.""4hgrazlr,g"'UII) 
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M- R&spb9rrilil m CM:it"'- '"'" "-~- Q7.T_....,.._. 
87.S-.cr.rrtn IIITl.-f'1fllSI 
ll!lTMd'leffllia IIO.Cll••Cl'Qp 
lllSttd/llA 
QQ.(lhtfl,ultl'I 
III.Olh9rll\di 1'2 

v. v• producllon ,1. Brgi•11 
38.. I.am,, fll\lshlng '2.Calbh ,.....,.,..,,,,, "3.CIINfbh 
.tO.T~ 4ol.fl'0l,I 



Calculating Net Worth and Net Worth Change 

To calculate net worth, you need to total all asset values and all 
liabilities on your balance sheet. Net worth is the result of subtracting 
total liabilities from total assets and is your equity in the farm business 
or the value of property you own beyond the total amount owed to creditors. 

Using the net worth value from your balance sheets, you can then calculate 
net worth change for your farm business. Calculating net worth change over 
a period of time gives you 
a measure of solvency for 
your farm business and 
is one method of evaluating 
and analyzing the risk 
connected with your farm 
business. It is also 
useful for determining 
future borrowing capacity. 
Table 6.2 is one method 
for calculating net worth 
change. Select the farm 
business years you want 
to compare and enter for 
those years the asset 
and liability values 
from the corresponding 
balance sheets. The 
table does not include 
nonfarm assets and 
nonfarm liabilities. 
Completing the calcu
lations will result 
in the net worth for 
each year considered 
as well as the change 
in net worth when 
comparing one year 
with another. The 
dollar value of 
change in net worth 
is again a measure 
of your farm business 
risk. Analyzing these 
data will aid you 
in planning future 
direction for your 
business. This topic 
is discussed in detail 
in Chapter 7 . 

TABLE 6.2: NET WORTH CHANGE STATEMENT 
(JANUARY 1) 

ASSETS 19,% 19 ln 

CURRENT .:11. 91,0 .:iss,s 
INTERMEDIATE /0( t S"t)O 91/ ooO 

LONG TERM a.3..-:l 000 .;108 ODO 

TOTAL (A) $ 3/,,/ '/-1,,o (A)$ 3:>.1 S7o 

LJABILITIES 

CURRENT $ :J. '/ \l&o /1 :LDD 

INTERMEDIATE IS° ()OD /3 /,SO 

LONG TERM :,.S7 133 .;,.SI '17'1 

TOTAL (B) $ .J.?6 Sa~ (B) $ a.g'f ;J.:,H 

NET WORTH CA-Bl Cc) $ &,'/ ?:>.7 (D)$ ¥3, a9 I 

$ -9-1, (//31,, CHANGE IN NET WORTH 
CD-Cl 

19 8'K 

.;,.i 171! 

io ¥l>O 

l1f7, -1.00 

CA)$ 30b 77/f 

13 .;zs-i, 

I~ 1)00 

o1g.3,,;J. 

Call :na '1d.. 

CHANGE IN NET WORTH 
CE-Dl 

$, __ -_,7"--"-,a=•--

6-14 



' ,, 
Ii 

TABLE 6.2: NET WORTH CHANGE STATEMENT 

ASSETS 

CURRENT 
INTERMEDIATE 
LONG TERM 

TOTAL 

LIABILITIES 

CURRENT 
INTERMEDIATE 
LONG TERM 

TOTAL 

NET WORTH (A-B) 

CHANGE IN NET WORTH 
(D-C) 

CHANGE IN NET WORTH 
(E-D) 

(JANUARY 1) 

1L 1L 

.:J..7 1~() ,;/$' S'I.!' 
/0/ ,5'00 'l__'/, 000 

' 
,;1.3;!., 000 c;).o/3 CJo o 

(A) $ 3ID/ '-f~O (A)$ .3~7 . .flr 
' 

$ <:14/ l/00 J '? ,;J.l)O 

JC ooo /2 ~5"0 

.J~7, I 3.3 
I 

~. '171 

(B) $ J.'l~, .5"".33 
' 

(B) $ ;J.~'f. ~~"/ 

(C) $ C:,'/ 9~7 (D)$ '-/3. ,;,,7; 

$ -~/. tp3(p 
> 
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;;..117~ 

LO. 'f~O 
• 

Lf17 . .;;.oo 
' 

(A)$ 3t>t,, 77? 

'-?-~ 
I(). () l!)O 

~1/.S: 3ba.. 
I 

( B) $ .;/'7 ~, {o/ ,J.. 

(E)$ 2?.,/66 
' 



' 

TABLE 6.2: NET WORTH CHANGE STATEMENT 
(JANUARY 1) 

ASSETS ~ ~ ~ 

CURRENT 
INTERMEDIATE 
LONG TERM 

TOTAL (A) $ (A)$ (A)$ 

LIABILITIES 

CURRENT $ 

INTERMEDIATE 
LONG TERM 

TOTAL (B) $ (B) $ (B) $ 

NET WORTH (A-B) (c) $ ____ (D)$ ____ (E)$ ___ _ 

CHANGE IN NET WORTH 
(D-C) 

CHANGE IN NET WORTH 
(E-D) 

$ _____ _ 

$ _____ _ 
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The Cash Flow Statement/Family Living Check 

The cash flow statement summarizes all cash inflows and outflows affecting 
a business during a given period of time such as a month, a quarter, or a 
year. Only cash items are included in the statement. A cash flow 
statement can be a measure of past performance or a budget for future 
plans. As a measure of past performance, the statement shows how and when 
cash was generated and used to pay expenses. If this approach is taken, 
all dollar amounts should be actual figures as they occurred during the 
year. As a budget, the statement is useful for evaluating business 
borrowing needs and repayment capacity. If this approach is taken, all 
dollar amounts should be projected figures based on your farm plan for the 
next business year. Table 6.3 shows one example of a cash flow statement. 
Here, we are using it to determine the cash inflows and outflows for the 
business and family. It is being used as a check to see whether cash 
flows are accurate. Once the cash flow has been completed, the manager can 
compare calculated family living expense with actual living expense. 

TABLE 6.3: CASH FLOI! STATEIEIIT 

Sll!RCES ~ CASH USES OF CASH 

Beginning Bank Balance (I) s :f,,-'-S' Ending Bank Balance (9) s 'ioo Crop Sales (2> i ,jl:,z Cash Operating E~penses 
Livestock Sales (do not include 

(include breeding depreciation) (ID) s ~' Hi 1 ivestoclt) (3) S.,i<(ll5i Capital Purchases Capital Item Sales (4) ! '1 (include equipment. 
Government Program Payments machinery, building 

( cash and PIK) (5) ! '{_If~() improvements, and 
Other Farm Incane (include land ( 11) S 0 custom work done, coop Principal Payments (12) S .go2so>. dividends, gas tax 

refunds) (6) ! ,S';J,9 
Money Borrowed (7) I l~aao 
TOTAL FARM CASH AVAILABLE TOTAL FARM CASH USES ( sum I thru 7) (8) Slff?~ (Sum 9 Thru 12) (13) S 'l07'ft! 

NET FARM CASH FLOW B-13 (14) $ -,B«tS' 

Personal Savings, Personal Savings, beginning (15) $ 3'HJO ending (19) ! ~600 Non-Farm Income (16) S~,t"o Personal Income Tax and Gifts, Inheritance, etc. (17) s 0 Social Security (20) ·s :1.S-6., 
Personal Investments, 

Purchases ( 21) S i).00 

TOTAL CASH AVAILABLE TOTAL CASH USES (8+15+!6+17) (18) $ /l;J. 3"-5 (13+9+20+21) (22) ! 'l7J~S 

RESIOUAL-FAHILY LIVING EXPENDITURE (lB-22) (23) I /,>DOO 
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A cash flow statement can also be used to measure the liquidity of your 
farm business. For a farm business to have liquidity, it must have enough 
money available when needed to meet all financial obligations. If cash 
inflow exceeds cash outflow, the business has a positive cash flow and, 
therefore, should have liquidity. See Chapter 11 for a discussion of more 
uses of a cash flow statement. 

Components of the Cash Flow Statement 

The first section of the cash flow statement is the source of cash income 
section. 

Beginning cash balance is 
the first line on the cash 
flow statement in Table 6.3. 
It includes cash and checking 
accounts; the dollar 
amount comes from 
the balance sheet for the 
beginning of the year 
being included by the 
cash flow statement. It 
does not include money in 
personal savings accounts 
or other accounts not 
normally used for business. 

Items 2 and 3 on the cash flow 
statement account for crop and 
livestock and livestock product 
sales income. For the past 
year's business, these data 
can be found on your Schedule F, 
1040 tax form. For projection 
purposes, these data would be 
your best estimate of income. 

SOURCES OF CASH 

Beginning Bank Balance 
Crop Sales 
Livestock Sales 

(include breeding 
livestock) 

Capital Item Sales 
Government Program Payments 

(cash and PIK) 
Other Farm Income (include 

custom work done, coop 
dividends, gas tax 
refunds) 

Money Borrowed 

TOTAL FARM CASH AVAILABLE 
(sum 1 thru 7) 

(I) $ '?:J.S-
(2) $ //{{ol7 

( 3) $ 2/-. tJS"/ 
( 4) $ ' o 

(5) $ </./1-00 

(6) s s;;.9 
(7) $1qooo 

(a) $1''ls~ 

Items 4 through 6 include capital sales, government program payments, and 
other farm income. Capital sales include cash income, not trade-in value, 
generated from the sale of any capital items such as equipment, machinery, 
or land. Government program payments include all cash payments as well as 
any income generated through transactions involving PIK certificates during 
the year. Included in such payments would be advance program payments, 
grain storage payments, CRP payments, CRP bonus payments, disaster 
payments, etc. Other farm income includes any income generated from custom 
work you have done, coop dividend payments, and tax refunds. These items 
can also be found on your Schedule F 1040 tax form. 
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Item 7 includes any money borrowed during the year for the farm business. 
If you do not have this transaction amount fn your records, contact your 
creditor for the amount. 

Once all income items have been entered, total the figures to calculate 
item 8, total farm cash available. This is the total dollar amount of cash 
inco~e generated by operating of the farm business for 1 year and is used 
to offset farm business expense. 

The second section of the cash flow statement is the expenditures or uses 
of cash section. This section is a listing or accounting of all cash 
expenditures related to the operation of the farm business for a 1-year 
period. 

The first line of the section, item 9, is the ending bank balance which 
includes cash checking accounts or other liquid accounts; the dollar amount 
is taken from the balance sheet for the beginning of the year following the 
cash flow statement year. 

Item 10 includes all cash operating expense for the cash flow statement 
year. The cash operating expense amount can be taken from your farm 
business Schedule F 
tax form by subtracting 
the dollar amount listed 
for depreciation from 
the total expense amount 
listed. 

Capital purchases, item 
11, is the one-time 
cash payment or to-boot 
money involved in trading 
equipment and machinery 
or the cash purchase 
amount paid for machinery, 
equipment, and breeding 
livestock. 

Item 12 includes all principal 
payments paid during the cash 
flow statement year. 

USES OF CASH 

Ending Bank Balance 
Cash Operating E~penses 

{do not include 
depreciation) 

Capital Purchases 
{include equipment, 
machinery, building 
improvements, and 
land 

Principal Payments 

TOTAL FARM CASH USES 
(Sum 9 Thru 12) 

( 9) :!.$ _..e.'60=0 

(10) $ l,,J,l,g'l 

(11) $ o 
( 12) $ g§o2SoL 

(13) $ '107'/-0 

When all expenses are listed, totaling the figures will result in the 
calculation of total farm cash uses. This is the total dollar amount for 
all expenses generated by the farm business operation. 
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The next calculation is to determine net farm cash flow or the amounts of 
total farm cash remaining after the payment of all expenses. 

TOTAL FARM CASH AVAILABLE 
(sum l thru 7) (8) $ fS<,{_g.S 

TOTAL FARM CASH USES 
(Sum 9 Thru 12) 

NET FARM CASH FLOW 8-13 (14) $ -.;;J..;1.1., 

(13) $ '107'1-0 

Subtract total farm cash uses from total farm cash available to calculate 
net farm cash flow. 

Thus far you have accounted for income and expenses relating only to the 
farm business. To develop a total picture of your situation, you also need 
to account for the nonfarm portion of your operation. Completing items 15 
through 22 on the cash flow statement will accomplish this. 

Nonfarm income is any income generated through work off the farm. The 
amount listed should be the gross amount before taxes. The amount listed 
for gifts, inheritances, etc. , would be the appraised value or actual 
dollar amount of the item. 

Item 20 includes the total amount paid by the family and the farm business 
for income tax and social security. 

The last item in this section involves other investments and spending and 
may include items such as life insurance premiums, savings bonds, and IRAs. 

The next calculation is to then add nonfarm income, gifts, and inheritance 
to total farm cash available. The result is total cash available. A 
similar calculation must be made on the expense side of the cash flow 
statement by adding personal income tax, social security and personal 
investments to total farm cash uses. The result is total cash uses. 
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Personal Savings, Personal Savings, 
beginning (15) $ 3,'/<JO ending ( 19) $ 'ft>OO 

Non-Fann Income (16) $J,Aft>O Personal Income Tax and 
Gifts, Inheritance, etc. ( 17) $ O Social Security (20) $ -;,._S{,S-

Personal Investments, 
Purchases (21) $ J..DO 

TOTAL CASH AVAILABLE TOTAL CASH USES 
(8+15+16+17) (18) $ /t;J._3;i5" (13+9+20+21) ( 22) $ 97. 3~S 

The final calculation required to complete the cash flow statement is to 
determine cash residual or that amount that was calculated to have been 
spent for family living expenditures, Family living expenditures are those 
dollars spent on day-to-day living items such as food, clothing, medical 
bills, etc.; such items are not a direct part of the farm operation. 

To determine the 
cash avail;.ble. 
spent for family 
cash inflows and 

cash flow residual, subtract total cash uses from total 
Check the amount of line 23 with the amount you actually 
living. If there is a discrepancy, go back and check your 
outflows. 

TOTAL CASH AVAILABLE 
(8+15+16+17) ( 18) $ / /;J. 3;i5" 

TOTAL CASH USES 
(13+9+20+21) (22) $ 'l7.3~S 

RESIDUAL-FAMILY LIVING EXPENDITURE (18-22) (23) $ /-S°DOO 

Your creditors may require a more detailed statement in which cash income 
and cash expense items are listed by specific items involved and by the 
month in which they occur. Nevertheless, the items and procedure from the 
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cash flow statement will apply to a more detailed statement. 

The cash flow statement can be very useful as a measure of past 
performance. Summarizing cash inflow and outflow allows for analyzing 
income sources by enterprise, changes in business arrangements, changes in 
input costs, debt servicing capacity, overtime, etc. This analysis can be 
helpful in planning future direction for the farm business. There are 
numerous hand calculated methods to accomplish this task. One example is 
shown in Tables 6. 4 and 6. 5. Also, one can use FINAN, a computerized 
method, as outlined in Chapter 9. 

Purposes and Uses of the Cash Flow Statement 

The purposes and uses for the cash flow statement include: 

Identifying the source of cash income. 

Identifying cash expenditures. 

Analyzing cash inflow and outflow. 

Identifying cash surplus and deficits. 

Projecting cash operating expenditures and credit 
requirements. 

Projecting farm business debt repayment capacity or liquidity. 
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TABLE 6.3: CASH FLOW STATEIIEIIT 

SOURCES OF CASH USES OF CASH 

Beginning Bank Balance 
Crop Sal es 
Livestock Sales 

(include breeding 
livestock) 

Capital Item Sal es 
Government Program Payments 

( cash and PIK) 
Other Farm Income (include 

custom work done, coop 
dividends, gas tax 
refunds) 

Money Borrowed 

TOTAL FARM CASH AVAILABLE 
( sum l thru 7) 

(1) $ q~S
(2) $ l?&w,z 

( 3 l $ 5¥-.tJ5"/ 
(4) $ I 0 

( 5) $ 'i_ lft>tJ 

( 6) $ S:J.? 
(7) $1qaoo 

Ending Bank Balance 
Cash Operating. E~penses 

(do not include 
depreciation) 

Capital Purchases 
(include equipment, 
machinery, building 
improvements, and 
land 

Principal Payments 

TOTAL FARM CASH USES 
(Sum 9 Thru 12) 

NET FARM CASH FLOW 8-13 (14) $ -,&x/S 

Personal Savings, Personal Savings, 
beginning ( 15) $ 3,'loo ending 

(9) $ ~00 

(10) s lo I,~ K'l 

(11) $ 0 
(12) $.;gc2sa1. 

(13) $ C/07'/-0 

(19) $ 'f.tHJO 
Non-Farm Income (16) $J.A,j"ll0 Personal Income Tax and 
Gifts, Inheritance, 

TOTAL CASH AVAILABLE 
(8+15+16+17) 

etc. (17) $ 0 

(18) $ /l;J._~:l.S 

Social Security 
Personal Investments, 

Purchases 

TOTAL CASH USES 
(13+9+20+21) 

RESIDUAL-FAMILY LIVING EXPENDITURE (18-22) (23) $ 1.s-;000 
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TABLE 6.3: CASH FLOW STATEMElfT 

SOURCES Of CASH USES OF CASH 

Beginning Bank Balance ( 1 ) $ Ending Bank Balance 
Crop Sales ( 2) Cash OP.erating Expense_G 
Livestock Sales (do not include 

(include breeding depreciation) 
livestock) ( 3) $ Capital Purchases 

Capital Item Sa 1 es ( 4) $ (include equipment, 
Government Program Payments machinery, building 

( cash and PIK) ( 5) $ improvements, and 
Other Farm Income (include land 

custom work done, coop 
dividends, gas tax 

Pri nci pal Payments 

refunds) ( 6) $ 
Money Borrowed ( 7) $ 

TOTAL FARM CASH AVAILABLE TOTAL FARM CASH USES 
( sum 1 thru 7) ( 8) $ (Sum 9 Thru 12) 

. NET FARM CASH FLOW 8-13 ( 14) =-$ ___ _ 

( 15) $ 
Personal Savings, 

ending 

(9) s 

( 10) $ 

( 11) $ 
(12) $ 

(13) $ 

(19) .;..$ __ _ 

Personal Savings, 
beginning 

Non-Farm Income (16) r-i--- and Personal Income Tax 
Social Security 

Personal Investments, 
Purchases 

Gifts, Inheritance, etc. 

TOTAL CASH AVAILABLE 
( 8+15+ 16+17) 

(17) $ 
==== 

(18) .;..$ __ _ 

TOTAL CASH USES 
(13+9+20+21) 

RESIDUAL-FAMILY LIVING EXPENDITURE (18-22) (23) .;;..$ __ _ 
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Table 6.4 Cash Inflow 

S.-ry of lllffw lklr IIDNy CmK Frca 

This IIOli(llhtn Ciln be 111111 lo IDDk blc:k 1, 2 or J ynrs Soun:w of 
II, rlllll!Clill 1nsli<11dan 19 - 19 - 19 - lnfonulion 

Ollckbook Bill Jin I 0,l!cldlook 

Cnh on Hind Jan I 

Silvings Bill Jan I --- P•ssbook 

Sublolil 

B. Fill"II Business lllCOal 
Silt of R.ised Crops 

ilnd LiYl!Slock T1x-5ch,F 
Sill• of Li Yl!!llock Purctl1sed 

for lies.It Tu-5ch.F 

Cipi hi Solas: 
Land, Buildings, ••• Sch.4797 

llichi,.ry, Equip. ••• 01' Sch.D or 

heding LivtStock ~-Book 

Subtotal 

C. Cmil ll'CCE 

llcrey Bo, 1oooed During Yeill': 
LOIi!! 1111"9 110+ yrs) ~-Book 

01' lender 
lnl!l'W!diilh (1-10 yrsl 

9lort lffll ((I yrl 

Sublolal 

D. lbiHhold-f ui ly IN:DR 
. . 

Off fll"I lllges (gross) IC! FDnl(Sl 

Dividends, l!'lom;I, Rwnl ar~Bk 
OI' . . 

6ifls, IMll"ih,n1 Ric. 
' 

hr FDl"IS 

Otlwr: 

Subtotal 

TOTll. RJIDS AYRIL.All.£ 

I 
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Table 6.5 Cash Outflow 

Su-.ary or lNr'e Ovr Money &:,e,s 

This .-:>rkshHt can be u~ to look lwck l, 2 or J w,1!"'i, Source of 
A. FiNrcJil Institution 19 19 19 Jr,,foraition - -- -

Dl<ckboolc 8"1 Dec JI Oleckbook --- --- ---
C.sh on Hand Dec JI --- -- ---
S.vings 8"1 Dec JI --- --- --- Po1ssbool< 

Subtol•l -
B, Fira Busiress E1penses 

FU11 Op,r•ting Expenses --- --- --- Tu-5ch.F 

Livestock Purth for Resile --- --- --- Tax-Sch.F 

C.pit•l Pureh.ses: 
urd1 Buildings, ••. --- --- Acct.Book -.--

Madlinery, Equip, •.. --- --- --- Acct. Book 

8"'eding Livestock --- --- --- Acct.Book 

Subtotal 

C. Credit Payoents 

Principle P•yoents llide 
L""!I Teno --- --- --- Acct,Bool< 

or lerder 
Interardiate --- ---
Short Teno --- ---

Subtotal 

D. Household-faoi ly Expenses 

C-api tal Purchases 
Household Personal Prop --- --- Oleckbook 

Ho<IS<hold laproveoents --- --- o,- AcctBk 

Soc Sec I Ire hx Paid --- --- Tn For.s 

Other: 5..ivings l Invest. --- ---- Passbook 

Subtotal 

TOTll FOOS IJ5Eil 

Toto1l Furils Avo1il (Prev P•gel --- --- ---
Total Funds Used (Abovel --- --- ---
App,1.rent F.uiily Consuaption 

,1rd Savings --- --- ---
VilW! of Produc,, Us,d in the - --- --- ---

(froo sepe,-ate sheet} 
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The Farm Earnings Statement 

The farm earnings statement is a summary of revenue (gross receipts) minus 
expenses associated with generating that revenue. It provides a financial 
11 motion picture" of business revenues, expenses, and net income for a 
specific period of time. That period of time is most likely 1 year, which 
is usually the same period used for reporting income taxes. The farm 
earnings statement is similar to the cash flow statement but differs from 
it in a ~ew key aspects. One major difference is that the farm earnings 
statement, unlike the cash flow statement, includes an adjustment for 
changes in inventory values for farm business personal property such as 
grain and livestock, supplies 

Table 6.6: FARM EARNINGS STATEMENT 

II. 

III. 

I. CASH OPERATING STAn:HEHT: 

CASH OPERATING IMCXIHE: CJ.SH OPERATING EXPENSES: 

Crop Sales (include sale Cash Operat1ng Expenses 
of PIX certificates) ( l ) !.!:f.il 7 (Irom Schedule f 

Livestock and Livestock 1040) 
Product Sales (include Depreciation 
breeding livestock) (21 1S'f o,;, (Schedule F 1040) 

Government Program TOTAL CASH FARM 
Payments (cash & PIK) (J) I 'if 'fOO OPERATING EXPENSES 

Other Farm Income (6 - 7) 
(include custom ~ork 
done, coop dividends, 
gas tax refunds) <•J s S~9 

TOTAL CASH FARM NET CASH FARH OPERATING 
OPERATING INCOME (S) S 776CO INCOHE (5 - 8) 
(1+2+3+4) 

INVENTORY ADJUS'lliENTS: 

Feed 

'"' Grain 

Supplies 
Mar-ket and 
Live- Prepaid 
stock Expenses 

Accounts Accounts 
Receiv- Pay
able able 

Ending Inventor-y (lO) ~y,eo 7S"O 

Beginning 
Inventory 

NET INVENTORY 
ADJUSDIENT 
(10-11) 

(Il) ~ Dt/0 .300 

/~<) 

(beginning) 

(6) l~ZJW• 

(7) $ ?7DtJ 

(B)1W!1 

(9)~ 

ADJUSTED NET FARM 
OPERATING INCOHE 
(9;)2) 

(13) $/8' .li~ 

CAPITAL ITOO ADJUS'IHENTS: 

Breeding 
Livestodt. 

Ending Inventory (14) ~:I ¥00 
~ 

Plus Sales (15) xxxx 
Subtotal (l4+lS) (16) _;~ "DO 

Beginning (17) 3;i. 000 
Inventor-)' 

Plus Pur-chases (18) ---
Subtot-al (17+18) (19) ~.:, ooo 
NET CAPITAL ADJUSTMENTS "'" '"/Do 

(16-19) 

Machinery Buildings 

'"' '"' Eguiement lrnE!rovements 

~ ---

= 
S"~ DOO ---
"~ DO() 

NET FARM EARNINGS (13 + 20) 
(Return to Labor, Hinagement and Net Worth) 
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- - - - -- ---------------------------------------

and prepaid expenses, accounts receivable, accounts payable, and capital 
item adjustments. The second difference is that the farm earnings 
statement does not include nonfarm income, family living expenditures, 
personal income tax and social security, gifts, inheritance, personal 
investments, principal payments, or money borrowed. 

The farm earnings statement is 
statement or operating statement. 
earnings statement. 

also referred to as a profit and 
Table 6. 6 shows an example of a 

loss 
farm 

The earnings statement is a means by which you can calculate the 
profitability of your farm business. Profitability results when the sale 
of goods produced exceeds the cost of the resources used in their 
production. 

The first section of the farm earnings statement is the cash operating 
statement. The section is divided into two parts, cash operating income 
and cash operating expenses. 

I. CASH OPERATING STAID1ENT: 

CASH OPERATING INCOME, CASH OPERATING EXPEHSES, 
Crop Sele3 (include sale 

(l ) 1.!:f..§.J_ 7 
Cash Operating Expenses 

of PIX certificates) ( from Schedule F 
Livestock nnd Livestock 1040) (6)~ 

Product Sales (include Depreciation 
breeding livestock) (2) sS'f OS';' (Schedule F 1040) (7) $ 7 7{)(J 

Government Program TOT AL CASH FARM 
Payments (cash & PIK) ( 3) ~() OPERATING EXPENSES (B) $GI bf~ 

Other Farm Income (6 - 7) 
(include custom work 
done, coop dividends, 
gas tax refunds) (4) S S';,.9 

TOTAL CASH FARM NET CASH FARM OPERATING 
OPERATING INCOHE (5) S 776DO INCOME (5 - 8) (9) SIS'9t;_ 
(1+2+3+4) 

Item 1 includes all crop sales, including the cash sales of PIK 
certificates on hand. Item 2 includes all livestock and livestock product 
sales, including the sale of breeding livestock. Item 3 includes all 
government program payments such as feed grain program payments, ·PIK 
certificates, storage payments, CRP payments, disaster payments, etc., 
received during the statement year. Item 4 accounts for all other farm 
income such as custom work you have done, coop dividend payments, and gas 
tax refunds. Totaling items 1 through 4 will calculate total cash farm 
operating income. 

Item 6 is the cash operating expense for the farm business. This figure is 
listed on your Schedule F, 1040 tax form. Item 7 is the depreciation 
deduction you listed for tax purposes and also comes from your Schedule F, 
1040 tax form. For financial management purposes, depreciation is not 
considered a cash operating expense. Therefore, as you complete the farm 
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earnings statement, you must subtract depreciation from cash operating 
expenses. The result of the calculation is total cash farm operating 
income. 

The last calculation for section one of the farm earnings statement is to 
determine net cash farm operation income or the net dollars remaining after 
accounting for all cash income and expenses. This calculation is made by 
subtracting total cash farm operating expenses, item 8, from total cash 
farm operating income, item 5. 

Section two of the farm earnings statement allows you to account for 
inventory adjustments within the farm business. There are five main 
categories requiring inventory adjustment calculation. They include feed 
and grain, market livestock, supplies and prepaid expenses, accounts 
receivable, and accounts payable. 

II. INVENTORY ADJ\JSTHEIITS: 
Supplies 

Feed Market and 
and Live- Prepaid 
Grain stock Expenses 

Ending Inventory (10) .:2{1.W 71>0 

Beginning 
Inventory 

NET INVENTORY 
ADJUSTMENT 
(10-11) 

(11) ;J,;l O'?O Joo 

ADJUSTED NET FARM 
OPERATING INCOME 
(9:tl2) 

Accounts Accounts 
Receiv- Pay
able able 

¥-no /~O 
~ -+-- (beginning) 

(ending) 

.:J,t'70 3S-o (12) s ;i, boo 

(13) stl! S"I.;;.. 

Item 10 requires an ending inventory value entry for the first four 
categories and a beginning inventory value entry for accounts payable. 
Item 11 requires a beginning inventory value entry for the first four 
categories and an ending inventory value entry for accounts payable. 
Subtracting each inventory value entry in item 11 from each inventory value 
entry in item 10 will result in a net inventory adjustment. Category net 
inventory adjustment values need to be totaled across the form to item 12. 
Inventory values for these entries can be taken from your completed balance 
sheets. 

Once section one and two have completed, an intermediate calculation can be 
made to complete the farm earnings statement through section two. This is 
accomplished by adjusting item 9, net cash farm operating income, for net 
inventory changes listed in item 12. 

The result of this calculation is adjusted net farm operating income, which 
represents cash farm income after inventory changes. 
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The final portion of the farm earnings statement involves an adjustment for 
capital item purchases and sales. 

III. CAPITAL ITEMS ADJUS'IMENTS: 

Machinery Buildinss 
Breeding and and 
Livestock Egui2ment lr.iQrovements 

Ending Inventory (14) .3;i 'k>o sg-oov -,---
Plus Sales (15) xxxx ---
Subtotal (14+15) (16) .3il <;oo S-8 DQO -,--
Beginning 

(17) 3;i CJOO C,:l DO() Inventory 
Plus Purchases (18) ------ ---
Subtotal (l 7+18) (19) .3~ 000 ,~ tJOO 

NET CAPITAL ADJUS11-IENTS T ¥00 ~ (20) $ -3 . .,oo 
(16-19) 

There are three capital items that require an adjustment for purchases and 
sales: breeding livestock, machinery and equipment, and buildings and 
improvements. Land does not appear on the list. The rationale is that 
first, land values fluctuate drastically and therefore would give an 
incorrect farm earnings calculation, and second, the asset value or 
valuation of the land is not directly related to the earnings capacity of 
the farm business. 

Item 14 requires an ending inventory value entry for each category. These 
values are found on your balance sheets. Item 15 requires an entry totaling 
all capital sales for the year in each category. Note that no entry for 
capital sales under breeding livestock is required. Any breeding livestock 
sale income is accounted for under section one, item two. These amounts 
should be listed in your records. Item 16 is a subtotal resulting from the 
addition of ending inventory values and capital sales. Item 17 requires a 
beginning inventory value entry and is also listed on your balance sheets. 
Item 18 requires an entry equal to the dollar amount spent for capital 
purchases during the year. These data should also be available in your 
farm business records. The next calculation required is subtracting item 
19 from item 16, resulting in net capital adjustments for item 20 . 
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The final calculation for completing the farm earnings 
calculate net farm earnings. This is done by either 
number) or subtracting (negative number) net capital 
adjusted net farm operating income. 

statement is to 
adding (positive 
adjustments from 

I. 

u. 

CASH OPERATING STATF.MEtrr: 

CASH OPERATING INCOME: CASH OPERATING EXPENSES: 

Crop Sales (include sale 
(1) $1¥~17 

Cash Operating Expenses 
of Plk certificates} (from Schedule F 

Livestock and Livestock 1040) 
Product Sales (include Depreciation 
breeding livestock) c2J s.f'/ or,; (Schedule F 1040) 

Government Program TOTAL CASH FARM 
Payments (cash & PIK) (3) ~o OPERATING EXPENSES 

Other Farm Income (6 - 7) 
(include custom vork 
done, coop dividends, 

(4) S S';J.9 gas tax refunds) 

TOTAL CASH FARM NET CASH FARM OPERATING 
OPERATING INCOME (5) I 'i"7.6CO INCOME (5 - B) 
(1+2+3+4) 

INVENTORY ADJlJSTMENTS: 

Feed 
and 
Grain 

Supplies 
Market and 
Live- Prepaid 
~ Expenses 

Accounts Accounts 
Receiv- Pay
able able 

Ending Inventory (10) ~'p'UJ 7S-O 

Beginning 
Inventory (11) ~ 090 Joo 

I ;,.co 
(beginning) 

(ending) 

(6) 1~•p~e 
(7) $ 77DO 

(B) $61 6tf 

(9) $IS'ft~ 

NET INVENTORY 
ADJUSTMENT 
(10-11) 

.:/, D70 .3S'O (12) $ ;I ~DD 

ADJUSTED NET FARM 
OPERATING INCOME 
(9±12) 

(13) $/5 .$"/~ 

III. CAPITAL ITEMS ADJlJSTMEIITS: 

Machinery Duildings 
Breeding and and 
Livestock Equipment Iraprovements 

Ending Inventory (14) ~;1 \l<)D 
-r-- Si'txJlJ 

Plus Sales (15) __xm_ ---
Subtotal (14+15) (16) .3~ '-/00 

Beginning (17) ~ coo 
Inventory 

Plus Purchases (1B) ------
Subtotal (17+18) (19) .il.:l ooo ''" ooo 
NET CAPITAL ADJUSTMENTS -,. '{oo -'l'. 000 

(16-19) 
NET FARM EARNINGS (13 + 20) 

(Return to Labor, M'anagement and Net Worth) 
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The resulting calculation is net farm earnings. item, 21 which is also 
defined as the farm business operator's return to labor, management, and 
net worth. 

Purposes and Uses of the Farm Earnings Statement 

The several purposes and uses of a profit and loss statement include: 

Summarizing revenue/receipts and expenses associated 
with business operation over a period of time taking 
into account inventory changes. 

Supplying data necessary for calculating several financial 
ratios for use when analyzing business strengths and 
weaknesses, profitability. and efficiency. 

Supplying necessary farm business documentation of financial 
performance to creditors. 
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TABL! 6. 6: FARM EARNINGS STATEMENT 
(Profit and Loss Statement or Operating Statement) 

I. CASH OPERATING STATEMENT: 

CASH OPERATING INCOME: CASH OPERATING EXPEHSES: 

II. 

Crop Sales (include sale 
(l) $ i'/..fD/7 

Cash Operating Expenses 
of PIK certificates) (from Schedule F 

Livestock and Livestock ' 1040) 
Product Sales (include Depreciation 
breeding livestock) (2) $5''/. 0.5''1 (Schedule F 1040) 

; 

Government Program TOTAL CASH FARM 
Payments (cash & PIK) (3) $ Q'. 'fOO OPERATING EXPENSES 

Other Farm Income I 
(6 - 7) 

(include custom work 
done, coop dividends, 
gas tax refunds) {4) S 5~9 

TOTAL CASH FARM NET CASH FARM OPERATING 
OPERATING INCOME (5) $ 7'1,6C:O INCOME (5 - 8) 
(1+2+3+4) 

INVENTORY ADJUSTMENTS: 

Feed 
and 
Grain 

Supplies 
Market and 
Live- Prepaid 
stock Expenses 

Accounts Accounts 
Receiv- Pay
able able 

Ending Inventory (10) ol~1.20 7~0 

Beginning 
Inventory ( 11) 3..fJ _ _o Joo 

'I ;J70 
-+-

'8,.lDO 

/~O 
(beginning) 

'iS-0 
(ending) 

( 6) $~i J88' 

(7) $ 'l.10() 

(8) $GI. 6f'! 
' 

(9) i/S:91~ 
' 

NET INVENTORY 
ADJUSTMENT 
(10-11) 

.;, i,70 3S-O (12) $ .;;l ¢,DO 
< 

ADJUSTED NET FARM 
OPERATING INCOME 
(9+12) 

(13) $/6', ,SJ,;;.._ 
• 

III. CAPITAL ITEMS ADJUSTIIENTS: 

Machinery Buildings 
Breeding and and 
Livestock Eguipment Improvements 

Ending Inventory 

Plus Sales 

Subtotal (14+15) 

Beginning 
Inventory 

(14) 

(15) 

(16) 

(17) 

Plus Purchases (18) 

!>.:! '/-DO 

xxxx 
.3~ t./-fJ() 

3:J. 000 

Subtotal (17+18) (19) .3ol ODD 

NET CAPITAL ADJUSTMENTS .,. 'loo 
(16-19) 

NET FARM EARNINGS (13 + 20) 
(Return to Labor, Management 

~000 

S°8 DDO 

~;i ooo 

and Net Worth) 
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II. 

TAB!.! 6. 6: FARM EARNINGS STATEMENT 

I. 

(Profit and Loss Statement or Operating Statement) 

CASH OPERATING STATEMENT: 

CASH OPERATING INCOME: CASH OPERATING EXPENSES: 

Crop Sales (include sale Cash Operating Expenses 
of PIK certificates) (l) $ ( from Schedule F' 

Livestock and Livestock 1040) 
Product Sales (include Depreciation 
breeding livestock) (2) $ (Schedule F 1040) 

Government Program TOTAL CASH FARM 
Payments (cash & PIK) (3) i OPERATING EXPENSES 

Other Farm Income (6 - 7) 
(include custom work 
done, coop dividends, 
gas tax refunds) ( 4) S 

TOTAL CASH FARM NET CASH FARM OPERATING 
OPERATING INCOME ( 5) $ INCOME (5 - 8) 
(1+2+3+4) 

INVENTORY ADJUSTMENTS: 

Feed 
and 
Grain 

Supplies 
Market and 
Live- Prepaid 
stock Expenses 

Accounts Accounts 
Receiv- Pay
able able 

Ending Inventory (10) _ 

Beginning 
Inventory (ll) ---- --

(beginning) 

(ending) 

(6) $ 

(7) $ 

(8) $ 

(9) $ 

NET INVENTORY 
ADJUSTMENT 
(10-11) (12) ==== 

ADJUSTED NET FARM 
OPERATING INCOME 
(9±12) 

(13) i..._ __ _ 

III. CAPITAL ITEMS ADJUS'I1'!ENTS: 

Ending Inventory (14) 

Plus Sales (15) 

Subtotal (14+15) (16) 

Beginning 
( 17) Inventory 

Plus Purchases (18) 

Subtotal (17+18) (19) 

Machinery 
Breeding and 
Livestock Equipment 

xxxx 

NET CAPITAL ADJUSTI1ENTS __ _ 
(16-19) 

Buildings 
and 
Improvements 

NET FARM EARNINGS (13 + 20) 
(Return to Labor, Management and Net Worth) 
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Farm Financial And Production Data History 

Having a data history for your farm business is important for a number of 
reasons. First, when analyzing past business performance and consequently 
planning for future business direction, it is helpful to have key farm 
business data to base your analysis and planning on. Selecting key data 
from your yearly record system and listing it in concise form on one or two 
sheets reduces confusion and stress and aids your decision making process. 
Table 6.7 is one example of a farm financial and production data history 
sheet. As more years of data appear on the history sheet, performance 
trends appear, giving you hints for future business direction. Secondly, 
when working with creditors, having a data history reduces the time it 
takes to justify financial data on a balance sheet, cash flow statement, or 
farm earnings statement. It also gives your creditors 'a quick outline of 
your farm business. Keeping creditors informed about your business will 
emphasize a positive working relationship. 

These are only two benefits of having a farm business data history. There 
are more, which means you should supplement your record system with a 
concise data history. 
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TABLE 6. 7: FARM FINANCIAL AND PRODUCTION DATA HISTORY 

**FARM DESCRIPTION:. 

1. Total Acres Farmed •.••••••••••••••••••••••••••••••••••.• 
2. Total Tillable Acres Farmed ••··•••••••••·•··•·•••·•••• 
3. Total Tillable Acres Rented ••••••••••••••••••••••••••• 
4. Number Of Full-Time Family Workers •••••••••••••••••••• 
5. Number Of Full-Time Hired Employees ••••••••·•·•·••••·· 
6. Number Of Weeks Of Seasonal Hired Labor ••••••••••••••• 
7. Total Current Assets •·••••••••••··•••···•••••••·•••··• 
8. Total Intermediate Assets ••••••••••••••••••••••••••••• 
9. Total Long-Term Assets •••••••••••••••••••••••••••••••• 

10. Total Assets (lines 7+8+9) ••••••••••••••••••••••••• , •• 
11. Total Current Liabilities ••••••••••••••••••••••••••••• 
12. Total Intermediate Liabilities •••••••••••••••••••••••• 
13. Total Long-Term Liabilities •••.••••••••••••••••••••••• 
14. Total Liabilities (lines 11+12+13) •••••••••••••••••••• 
15. Total Gross Farm Income •••••••••••••••••••••••••••••.• 
16. Total Non-Farm Income ••••••••••••••••••••••••••••••••• 
17. Total Farm And Non-Farm Income (line 15+16) ••••••••••• 
18. Total Farm Cash Operating Expense ••••••••••••••••••••• 
19. Total Interest Paid Annually ·••·•·••·•··••••·••••••··· 
20. Interest As Percent Of Gross Income (line 19~15) •••••••• 
21. Total Depreciation Taken ····•·•••·•·••·••••••···•••·•· 
22. Personal/Family Annual Living Expense ••···••·••·••••·• 
23. Personal/Family Annual Investment (savings, IRA, bonds). 

""PRODUCTION/MANAGEMENT EFFICIENCY MEASURES: 

..-Corn: 

24. Number Of Acres Planted ~t'! .. 4~~-;~q{). ... . ~IJ:~f'-.'!.~:. 
25. Total Bushels Produced •••••••••••••••••••••••••••••••• 
26. Average Yield Per Acre (line 25724) l'l~.C-.!f -Ji~N .. ( ~P.~, 
27. Cost Of Production Per Bushel ••••••••••••••••••••••••• 
28. Average Sale Price Per Bushel ••••••••••••••••••••••••• 

"Corn Silage: 

29. Number Of Acres Planted ••••••••••••••••.•••••••••••••• 
30. Total Tons Produced ••••••••••••••••••••••••••••••••••• 
31. Average Yield Per Acre •·••••••··•••··••·•••·•••·•··•·· 
32. Cost Of Production Per Ton ••••••••••••••.••••••••••••• 
33. Average Sale Price Per Ton ••.••••••••••••••••••••••••• 

*Soybeans: 

34. 
35. 
36. 
37. 
38. 

Number Of Acres Planted 
Total Bushels Produced 
Average Yield Per Acre 
Cost Of Production Per 
Av~rage Sale Price Per 

.............................. ............................... 
(line 35~34) ••••••·•••···•··•• 
Bushel : ••••••••••••••••••••••. 
Bushel ......................... 
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*Alfalfa: 
39. Number Of Acres Planted •••••.•••••••••••••••••••••••• 
40. Total Tons Produced .••.•••..••••••••..•••••.••••.••.• 
41. Average Yield Per Acre (line 40~39) .•••••••••.••.•••. 
42. Cost Of Production Per Ton •••••••••••.••••••••••.•••• 
43. Average Sale Price Per Ton ••••.•..••••••••..••.•••••. 

* ~ 
44. iC/UA,~ ··························· 45.3;,e.~~-·-························· 46. _ -'--- _ ........•..•..•••••....•... 
4 7. ------------ ••••••••••••••••••••••••••• 
48. ----------- ...•..•.•••••.•••••.••.•••. 

*Dairy: 

49. Average Number Of Cows In Herd For The Year •••••••••• 
50. Total Pounds Of Milk Sold Annually •••••••••••••••••.• 
51. Pounds Of Hilk Sold Annually Per Cow (line 50~49) •••.• 
52. Cost Of Production Per Cwt. Of Milk •••••••••• : ••••••••• 
53. Average Annual Milk Price Per Cwt. ••·•••·••···•·••••• 54. Percent Culling Rate ••••••·••···••·•···••••••·••···•• 
55. Average Calving Interval ••••••••••·•••••··••••·•••••• 
56. Average Percent Of Cows In Milk •••••···•••••·····•··· 

*Hogs: 

57. 
SB. 
59. 
60. 
61. 
62. 
63. 
64. 

* 
65. 
66. 
67. 
68. 
69. 

Average Number Of Sows In Herd ••••••••••••••••••••••• 
Average Litters Per Sow Per Year ••·•·•··•·•·····•••·• 
Average Number Of Pigs Sold Per Litter Per Year 
Total Cwts. Of Pork Sold Annually •••••••••••••••••••• 
Cost Of Production Per Cwt. Sold ···•••··•··••••••••·· 
Average Price Per Cwt. Sold ··•·•·••••·••••·•••••·•··· 
Total Pounds Of Feed Fed ••••••••·••·•··•••••••·•··•·• 
Pounds Feed Per Pounds Of Pork Sold (line 63~((ln 60xlCO) 

. .................... . 

. .................... . 
• ••••••••• ■ ••••••••••• 

. .................... . . .................... . 
""BUSINESS FINANCIAL RATIOS: 

70. Current Liability/Asset Ratio (line 1177) •..•...•.... 
71. Intermediate Liability/Asset Ratio (line 1218) .•.....• 
72. Long-Term Liability/Asset Ratio (line 1379) .•••.•••••• 
73. Total Liability/Asset Ratio (line 14~10) .•............ 
74. ---------------- • • · • • • • • · • • · · · 
75. ---------------- ••••··••·•••·· 

So 
17Ca 
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TABLE 6. 7: FARM FINANCIAL AND PRODUCTION DATA HISTORY 

**FARM DESCRIPTION:. 

1. Total Acres Farmed ..•••••••••••••••••••••••••••.•••••••• 
2. Total Tillable Acres Farmed ··•·••••••·•••••··••••···•· 
3. Total Tillable Acres Rented ·•••••••······••••••····••• 
4. Number Of Full-Time Family Workers ····•·····••••·•·••· 
5. Number Of Full-Time Hired Employees ••••••••••••••••••• 
6. Number Of Weeks Of Seasonal Hired Labor ••····•••··•••• 
7. Total Current Assets •••••••••••••••••••••••••••••••••• 
8. Total Intermediate Assets ••••••••.•••••••••••••••••••• 
9. Total Long-Term Assets •••••••••••••••••••••••••••.•••• 

10. Total Assets (lines 7+8+9) ••••••••••••••••••••••.••••• 
11. Total Current Liabilities ••••••••••••••••••••••••••••• 
12. Total Intermediate Liabilities •••••••••••••••••••••••• 
13. Total Long-Term Liabilities ••••.•••••••••••••••••••••• 
14. Total Liabilities (lines 11+12+13) •••••••••••••••••••• 
15. Total Gross Farm Income ••••••··••••···•••••••••••·•·•· 
16. Total Non-Farm Income ••••·•··••••··•·••••···•••••·•••· 
17. Total Farm And Non-Farm Income (line 15+16) •••••••.••• 
18. Total Farm Cash Operating Expense ••••••••••••••••••••• 
19. Total Interest Paid Annually •••••••••••••••••••••••••• 
20. Interest As Percent Of Gross Income (line 19715) •••.•.•• 
21. Total Depreciation Taken ••·••••··•••····•••••·•·•·•··· 
22. Personal/Family Annual Living Expense ••••••••••••••••• 
23. Personal/Family Annual Investment (savings, IRA, bonds). 

**PRODUCTION/MANAGEMENT EFFICIENCY MEASURES: 

-Corn: 

24. Number Of Acres Planted ••••••••••••••••••••••••••••••• 
25. Total Bushels Produced •••••••••••••••••••••••••••••••• 
26. Average Yield Per Acre (line 25:24) ···••••••·•·••••··· 
27. Cost Of Production Per Bushel ••••••••••••••••••••••••• 
28. Average Sale Price Per Bushel ••••••••••••••••••••••••• 

*Corn Silage: 

29. Number Of Acres Planted ••••••••••••••••••••••••••••••• 
30. Total Tons Produced ••••••••••••.•••••••••••••••••••••• 
31. Average Yield Per Acre •••••••••••••••.•••••••••••••••• 
32. Cost Of Production Per Ton •··••···•••··•••••···•··•··• 
33. Average Sale Price Per Ton •••••••••••••••••••••••••••• 

*Soybeans: 

34. 
35. 
36. 
37. 
38. 

Number Of Acres Planted 
Total Bushels Produced 
Average Yield Per Acre 
Cost Of Production Per 
Av~rage Sale Price Per 

................................ 
(line 35~34) ••.••••••••••••••• 
Bushel : •••••••••••••••.•••••.• 
Bushel 
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*Alfalfa: 

39. Number Of Acres Planted •··••········•••·••••·•······• 
40. Total Tons Produced •••···•••••··••·••••········•·•••• 
41. Average Yield Per Acre (line 40~39) .•.•••••••••.•••.• 
42. Cost Of Production Per Ton ·•·•··········•••••·••····· 
43. Average Sale Price Per Ton •···•·•••·••••··••·•·•··••• 

* 
44. -----------
45. -----------
46. -----------
47. 
48. 

*Dairy: 

49. Average Number Of Cows In Herd For The Year ••·•·••••• 
SO. Total Pounds Of Milk Sold Annually •••••••••••.••••••• 
51. Pounds Of Milk Sold Annually Per Cow (line 50~49) ••••• 
52. Cost Of Production Per Cwt. Of Milk •••••••••• : ••••••••• 
53. Average Annual Milk Price Per Cwt. ••···••••·•••···•·· 
54. Percent Culling Rate ••••.•••••••••••••••••••••••••.•• 
55. Average Calving Interval ..•••••••••••.•••••••••••••.• 
56. Average Percent Of Cows In Milk •••.•••••••••••••••••• 

"Hogs: 

57. 
58. 
59. 
60. 
61. 
62. 
63. 
64. 

* 
65. 
66. 
67. 
68. 
69. 

Average Number Of Sows In Herd ·····•••••••••••••••••• 
Average Litters Per Sow Per Year ••.•.••..•.••••.•••.. 
Average Number Of Pigs Sold Per Litter Per Year 
Total Cwts. Of Pork Sold Annually ••.••••••..•••••••.• 
Cost Of Production Per Cwt. Sold •·······•····••••••·• 
Average Price Per Cwt. Sold •·••••••••·····•••··•·•··• 
Total Pounds Of Feed Fed •••••••··•··•·••••••••·•••••• 
Pounds Feed Per Pounds Of Pork Sold (line 63.,-((ln 60xl0'.l) 

"*BUSINESS FINANCIAL RATIOS: 

70. Current Liability/Asset Ratio (line 11.,-7) •••..••..•.• 
71. Intermediate Liability/Asset Ratio (line 12~8) ••.••.•. 
72. Long-Term Liability/Asset Ratio (line 13❖9) •••..•••... 
73. Total Liability/Asset Ratio (line 14 ❖10) .••••.•.•..•.• 
74. --------------- ••••••..•...•• 
75. --------------- ••••••••••••.. 
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Chapter 7 

ASSESSING FARM BUSINESS STRENGTHS AND WEAKNESSES 

Outline 

A. Balance Sheet Analysis 

1. Liabilities to Assets Ratios 
2. Three-Year Balance Sheet Analysis 
3. Additional Comments on the Balance Sheet 

B. Cash Flow Analysis 

1. Analyzing Your 1040 Schedule F 
2. Financial Measures Calculated from Schedule F 

C. Farm Earnings Statement Analysis 

1. Farm Earnings Measures 

D. Production Standards and Guidelines 

1. Dairy Production and Marketing Performance Standards 
2. Hog Production and Marketing Performance Standards 
3. Beef Production and Marketing Performance Standards 

E. Assessing Strengths and Weaknesses 

F. Deciding on an Adjustment Route 
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ASSESSING FARM BUSINESS STRENGTHS AND WEAKNESSES 

In this chapter, the three basic farm management 
sheet, the cash flow statement, and the farm 
analyzed for strengths and weaknesses. 

instruments--the balance 
earnings statement--are 

Balance Sheet Analysis 

Table 7.1: Balance Sheet 

FINPACK Balance Sheet 
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Liabilities to Assets Ratios 

The balance sheet (Table 7.1) is a list of all assets and liabilities. By 
looking at the accompanying balance sheet the following calculations can be 
made: 

Total liabilities 
Total assets 

$271,100 
$328,778 

82.4% in debt. 

This is a very highly leveraged farm business, and there will likely be a 
cash flow problem if this situation persists. Ideally, most creditors 
would want a ratio of $1.00 of liabilities for each $2.00 of assets, or no 
more than 50% debt. Reality tells us that this is not always possible. 
Farm managers normally should avoid going over 75 or 80% in debt. Why? 
Because a small drop in asset value can make the business insolvent. 

Current liabilities 
Current assets 

$13,250 
$29,178 

45.4% in debt. 

This is a good ratio. 

Intermediate liabilities 
Intermediate assets 

$12,000 
$90,400 

13.3% in debt. 

This is an excellent ratio; creditors would be pleased with this loan. 

Three-Year Balance Sheet Analysis 

Where is the farm business going financially? 
to compare balance sheets for several years. 
can be made from the net worth change statement 

One good way to find out is 
The following observations 
shown in Table 7.2. 

Intermediate assets have been declining in value. probably because the 
machinery replacement rate has been slower than the rate of depreciation. 

Long-term assets have been devalued by $24,000 in 1987 and $20,800 in 1988. 

Long-term principal payments are being made each year. 

Net worth is going down even though intermediate and long-term debt 
obligations are being paid. Why? Because they are not being paid off as 
fast as land values are being written down. The major reasons this farm 
family is getting into financial trouble are factors outside the farm 
business. 

Knowing the real reasons why good and bad things are happening in the 
balance sheet is very important. You cannot address a problem if you don't 
know what it is. 

Note: How the debt is structured and how that debt structure changes over 
time is also important. 

7-3 



Table 7.2 Net Worth Change Statement 

ASSETS 19 8, 1987 1988 

CURRENT .;17. 9140 .;iss,r B'1 l7fl 

INTERMEDIATE /0/ !>tJO CJ'/ t)Ot) 'l.0,¥00 

LONG TERM cl.3:J. 000 ol-0~ t) oo 187 c)..00 

TOTAL (Al $ 3M '/-fao (Al$ 3;J. 7 .$75' (Al$ 30b 77S 

LIABILITIES 

CURRENT $ ;). 'f '/-c>o / 'l .;i.DD /3 oL:,tJ 

INTERMEDIATE IS" 00D /3 s-s-o l:J. 000 

LONG TERM :,.S7 133 a.SI '17'1 :J.3/£" 36;>. 

TOTAL (Bl $ ;J.'J(, sa::. (Bl$ cJ.'i?'f ;).;;J..'f (Bl$ .:J7/J, lf,/:J.. 
• 

NET WORTH (A-Bl 

CHANGE IN NET WORTH 
(D-Cl 

(cl $ It,'/ '1;l7 (Dl$ 1/3J19/ (El$ 3~,/t,,{,, 

CHANGE IN NET WORTH 
(E-Dl 

Additional Comments on the Balance Sheet 

$ -7 1a.S 

New Capital Investments. A $1.00 investment in highly specialized 
investments like high technology, poultry and hog facilities, and overbuilt 
farmsteads on small acreages can be discounted as much as 50-75%. These 
added investments add little value to the land. Farm managers who add 
similar improvements to their farm real estate ought to realize that new 
.capital investments reduce net worth proportionally to the investment. 
Investments in some multi-use buildings and general farm improvements like 
machine sheds, a farm dwelling, and tilling wet spots in their farm fields 
can nearly all be recovered when the land is sold. 

Intermediate Versus Long-Term-Liabilities. As a general rule, a farm 
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manager must repay about 15% of intermediate loan principal each year. 
Intermediate loan collateral is usually depreciable property. As a result, 
new capital investments are scheduled to be repaid over a 5- to 10-year 
period. Long term assets and land improvements usually must be repaid at 
the rate of 4-5% of principal each year. Bare land repayment schedules can 
be as little as 2.5-3% of the principal repaid each year, whereas land 
improvements can be as high as 7-10% per year. Land is not usually 
throught of as.a depreciable asset, in fact just the opposite. Land 
improvements can be depreciable assets, but when they are, it is at a rate 
much slower than intermediate assets. 

All managers need to know where the strengths and weaknesses are in their 
financial statement. At the same time, they should keep in mind that new 
capital investments will change that balance sheet. New capital 
investments will also change the farm business cash flow. 

Cash Flow Analysis (see discussion in Chapter 6) 

The cash flow statement summarizes all the sources of cash inflows and 
outflows that affected a business during any given period such as the 
business year, one quarter, or 1 month. It is important to remember that 
only cash items are included in this statement. 

A deficit cash flow means it is unlikely that capital will be replaced in a 
timely manner, family living goals will not be achieved, and debt repayment 
will be difficult. When cash flow deficits do occur, family living suffers 
just as the farm business does. The stress level in and between family 
members is usually elevated. 

Analyzing Your 1040 Schedule F 

The Schedule F can provide managers with a lot of insight into their farm 
(see Table 7. 3). In this example, farm income was $77,600 for 1987 which 
indicates this is a small commercial farm. Farmers in this income group 
tend to have a lot of problems with not enough net income. They are too 
small to be able to use all the latest technology in agriculture that can 
reduce production costs and improve labor efficiency. Government programs 
do not benefit farmers in this gross income category as much as they do 
farmers with large ($250,000+ gross income) commercial farms. 

Most of the gross farm income ($49,446) in this business comes from milk 
sales. The balance sheet on page 7-2 tells us there are 32 cows on this 
farm. Dairy is the major source of income and the major farm enterprise. 
Milk sales are $1,545 per dairy cow and livestock sales are $144 per dairy 
cow unit, ($4,608 divided by 32 cows). 

Total operating deductions are $69,388 minus depreciation ($7,700 per 
year), equal to $61,688 of cash operating expense in 1987. That means 
$.795 out of each dollar of income went to pay operating expenses. 
Interest expenses paid in 1987 were $23,007; that means $.296 out of each 
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Ii 

$1.00 of income went to pay interest expense. 
income must be spent on interest expense, 
business is headed for financial trouble. 

When this high proportion of 
it usually means the farm 

An example of another calculation that could be made is purchased feed 
costs per dairy cow unit. Those purchased feed costs are $206 per dairy 
cow unit per year ($6,607 divided by 32 cows) Many more calculations on 
livestock and crops could be made; the point is that a lot of production 
and financial information is contained in the Schedule F form. 

Table 7.3 Schedule F (Form 1040) 

SCHEDULE F 
(Form 1040) 

Depof'\Jnenl ol IN,,.,,..,., 
1n1..,...1 R..-11"' S•~t 

Farm Income and Expenses 
► AUach to Form 1040, Form 1041, Form 1041S, or Form 1065. 

► SH ln1tructlom for Sdledule F (Form J(),110), 
lldalMCU>tt,11-..CISJ'fJ 

/.1.3~: 51:. 7. 6 

C Aceo,.r,tina:Mt\Jlod: = 6543~ 
t Did rou make an election in a prior year to include commodity credit loan proceeds as Income in that year? , • • • • D Yes [1 No 
, Did ytiu "materially participate" in the operatlonol lh!1 business during 1987? (See Instructions for limitation on lesses.) , . D Yes D No 

If "No" and you ha.~e a rou on line 37, you must attach Fotm 8582. 
G Ate JilU electing not to capitalize certain preplOdudive period tlpenses?(Ntw rules apply lo theseeipense,, see Instructions.) O Yes O No 
1ml farm Income-Cash Method-Complete Parts I and II 

(Accrual method laxpayerscomplele Parts II and Ill, and line 12 of Part I.) 
Do not Include a.ales 01 llveslock held for draft, breeding. sport. or dairy purposes; report these u.les on Form 4797. 

Safes of livestock and other items you bought for resale . • . • . f-"-+------+- 0 !' 
2 Cost or other basis ol llvestockaJld othyitems you bo~ht for reF!le / ~;-,I-,-,:-:,.-,-,--.,= 
3 Sublract line 2 lrom line 1 ~:.. 4.9,"1"'- ,.I.A, ,,t.c,L,~ .i''-~.P -~ .-,.~+---~--+--
4 Sales of livestock, produce, grains, and other products you raised~ 7 ("•. 1~. . 

5 a Tola I distributions received from cooperatives (lro!ll r°'Bl 1099-PATR). p'•'+------+--
b Less: Nonincome Items , . . . . . . ~•••~-----~-

6 Net distributions, Subtract line Sb from line Sa 
7 Agricultural program payments: 

' 9 
10 
11 
12 

13 
14 
15 

16 

17 

18 
19 
20 
21 
22 
23 

a Cash • • • • • . • • • • • . • 

b Materials and services . . • • . . • • 

• 
b 

Commodity credit loans under election (or forfeited) 

Crop insurance proceeds. If e!ectign eUached la Include in Income In year lollowlng dam.age, clleck h~re ► D t-"'-l------+-
Machine work (custom hire) income . ( Cg.VI"'-~ ,,. '. 3.it), . . . , , . . >-""-<---~=-+-
Other income, Including Federal and state gasoline tax credit or refund (see lnsll'uctions) , • • • µ'-l----"'-''--1-
Gross Income. Add amounts on lines 3, 4, 6, and 7a lhrough 11. If accrual method taxpayer, enter 
the amount from Part Ill, line 52. , , • . . . , , , , , • • , , , , . , . • ► 

Farm Deductions-Cash and Accrual Method (Do nol include personal or living expenses such as laan, insurance, 
repairs, etc., on your home.) 

Breeding lees 
Chemicals, 
.Conservation expen~s (you must 
allach Form 8645) . 

Depreciation and section 179 ex• 
pense deduction (from Form 4562) 
Employee benefil prog,ams other 

lhan on line 26 
Feed pu1chased. 
Fertilizers and lime • 
Freight, trucking, 
Gasoline, fuel, oll 
Insurance . 
Interest: 
Mortgage (paid to financial institu-
lions) 
Other 

24a Laborhired 5.lilo 
b Jobs credit 
c Net labor hired (subtract line 24b 

lrom line 24a) • , . . • , 
25 Machine (custom) hire , . , • 

e----'Lll"-e--l 26 Pension and profit-sharing plans. 
27 Renl al farm, pasture . 

1----,-.,--1--i 28 Repairs, maintenance • 
e----~-~,--; 29 Seeds, plants purchased 

,, -~- ., 

30 Storage. warehousing 
31 Supplies purchased . 
32 Taxes . , , , , 
33 Utilities. , , . , 
34 Veterinary fees, medicine . 
35 Olher expenses (specify): . ~-~··-·--· 

: w,,_ .. µ,.,,,.~. 
36 Total deductions from Part II. Add amounts in columns for lines 13 throu h 35c • , , , • ► 

37 Net farm profit or(loss). Sublractline 36 from line 12. lfa profit, enter on Form 1040, line 18, and on 
Schedule SE, line I. Ir a loss, you MUST go on to line 38. (Fiduciaries and partnerships, see lnsll'uctions.) 

l8 II you have a loss, you MUST answer lhi, question: "Do you have amount!. for which you are not at risk in this 
bu'iiness?" (SH lnstruclions.) . . . , • . . . , . , . , • . O Ves D No 
II "Yl'~.' yon MUST ;11\,1ch form 6198.11 "No: r.nlt•1 lhu lo~so11 Fann 1040, lul'I 18, and on Schm.luleSE.huo I. 

for P1perworll R1ductlon Ad Nolle1, ue form 1040 ln11tuc\JonL Sd!1dul1 f (form 1040) 1911 
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The owner of this farm will likely have a difficult time servicing debt 
from the farm business because only $15,912 ($8,212 net farm profit, plus 
depreciation of $7, 700) is available for principal payments and family 
living expenses. Anyone working with this farm family should ask them if 
they have any nonfarm income. Fortunately for the family in this example, 
one spouse works full-time off the farm and makes $20,400 annually. 

Financial Measures Calculated from Schedule F 

Cash Operating Expenses. The cash operating expense/gross farm income 
ratio indicates to the manager the proportion of gross income that will be 
left to pay family living and principal payments. 

Cash operating expense 
Gross farm income 

Ratio guidelines are as follows: 

$61,688 
$77,600 

Excellent performance range - 55 to 65% 
Normal performance range - 70 to 76% 
Poor performance range - 80 to 100% 

.795 or 79.5% 

An excellent performance ratio can only be achieved when a farm business 
has: 

High production levels. 
Excellent production cost control. 
Low level of debt. 
Excellent labor utilization. 
Excellent utilization of modest investment in crop machinery 
and livestock facilities. 

The poor performance ratio and high production expense farms usually have 
the following kinds of problems: 

Low to average production levels. 
High to average production costs. 
High to average debt load. 
Unproductive labor. 
High capital investments in livestock facilities and crop machinery. 
Poorly utilized crop machinery and livestock facilities. 

Normal operating expenses differ among different types of farms. The more 
labor intensive the enterprises are, the lower is the normal cash operating 
expense. For example, specialty crops, dairy enterprises, and hog 
enterprises are below normal and cattle and hog feeding enterprises are 
above normal. 

Farm Interest Expense: The farm interest/gross farm income ratio indicates 
the proportion of gross farm income that must be spent to service interest 
expense on borrowed funds. Considering the guidelines that follow, this 
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example farm is in serious financial trouble. 

Farm interest expense 
Gross farm income 

$23,007 
$77,600 

.296 or 29.6% 

Ratio guidelines are as follows: 

Desirable ratio range - 0 to 6% 
Ratio range that most farm businesses can live with - 9 to 14% 
Ratio range indicating serious farm business problems 18 to 40% 

Money that is spent to service personal property loans, real estate 
property loans, and operating loans is money that cannot be used for farm 
debt reduction or family living. The two factors that create high farm 
interest costs are the amount of the farm debt and the interest rate on 
that debt. A farm manager who is in a situation similar to this example 
has to make some major changes in farm business debt structure to survive. 

Farm Earnings Statement Analylsis 

The farm earnings statement is a 
modified cash flow statement that 
includes inventory and capital 
adjustments. With this statement, 
a manager can determine the 
profitability of the business on 
an accrual basis. 

The farm earnings statement in 
the example shows net cash farm 
operating income to be $15,912. 
But, when net income is adjusted 
for inventory changes (+$9,368) 
and capital item changes (-$3,600), 
net farm earnings rose to $21,680. 
This indicates that some feed and 
grain inventory changes took place 
during the year, and that crop 
machinery and livestock equipment 
were not replaced as fast as they 
wore out. 

Table 7.4 Farm Earnings Statement 

I. CASH OPEllATIHC STATEl'll:NT1 

CASH OPEJIATIIIG lh'CXtlE: 

Crop s .. 1111 {lnclude nle 
ot Pilt urttltc■ tu) ( L) f I'/ 1,/7 

l.lunoek a11d L1n:sto,:k 
Product Sales (lncludc 
breedina Unstock) (2) JS¥ CS''( 

Covernroc11t Program 
Payments (cull & PD:) (J) ~o 

Ocher Farm Incoce 
( 1ni:lud1 custOIII work 
done, coop dhidcnds, 
su tu refunds) (41 J S'~9 

TOTAL CASH fARN 
OPERATING IIIOJI-JE (S) $?'16CO 
(1+2+3♦4) 

II. Il'VtKTORJ ADJlJS1l1DfTS: 

CASH OPEJIATHfC E.ll'UIS£S: 

Cuh OpuatinB E•pensn 
(fro- Schedule r 
1040) (6) 1'Z.1!" 

l>epncuc1on 
(Schedule f 1040) (7) S '17()0 

torAL CASH FARM 
OPERATING ElP£h'SES (8) ~ 
(6 - 7) 

IIET CASH FW1 OPEiATllfC 
IIICOtit O - 8) (9) ~ 

SuppliH 
Feed Market and 
and Lhe- Prepllld 
2!!1!!. ~ Expenses 

Ending lnYcntorr (10) ~ 7,a() 

Beginning 
lnwcntorr 

NET INVENTORY 
ADJUSTHOO 
(10-11) 

(11) .;i.:I 0'10 Jc,o 

•.:to ¥SO 

ADJUSTED /ff;!' fARN 
OP£RAT1/,'G TNCOME 
(9=_12) 

Acco11nts Accovnts 
Rtceh- Par-
~ . ~ 

-= (end tog) 

3St:, (ll)~ 

Ill. CAPITAL l'IDIS >Jl.JUSlMEHTS: 

7-8 

Ha.chinUJ 
Buedins "' Lhutocl< rquiproenr 

Ending ln•e11tor1 (It.) ~ ~ 
Pl111 Saln (15) ~ 
S11btotd ( 14tl5) (16) ~ .r., DOO 

Beg~::!::orJ (17) .&:I DOO t..:z 000 

Plus Pun:huu ( 18) 

Svbtotd (17+18) (19) .3.:>DOO 

H&T CAPITAL ADJUSntIN,:s ... '/Do 
(16-19) 

B111ldin1:s .,, 
li;iproveHnts 

---

HET FARM EARHIHCS (l) + 20) 
(Return to Labor, !G"nagement and Her l,larlh) 

(20) ~ 

(21) ~ 



Farm Earnings Measures 

Labor and Management Earnings. A traditional measure for a typical family 
farm is labor and management earnings. It is calculated as follows: 

Return to Labor, Management, and Net Worth 
Less Interest on Farm Net Worth (6%) 
Labor and Management Earnings 

$14,912 
- S 3,461 

$11,451 

In this example, net worth is declining even though the return to labor and 
management is a positive $11,451. This may be enough money for one family 
to live on, but, if two or more families had to live on it or if a large 
debt level had to be serviced, financial problems could arise. 

Return on Farm Investments. This measure is being used more widely in 
farming as businessess get larger and as the manager becomes more concerned 
as to the rate of return he/she is making. It is calculated as follows: 

Return to Labor Management and Net Worth 
Plus Farm Interest Paid 
Sub Total 
Less Labor and Management Charge 
Return to Farm Investment 

$11,451 
+ $23,007 

$34,458 
- $15,000 

$19,458 

Return to the farm busisness totals $19,458. This figure is then used to 
calculate return on farm investment. To complete this calculation you must 
first determine the average farm investment. The formula is as follows: 

Ave. Total Farm 
Investment 

Beginning Total Farm Inv, & Ending Total Farm Inv. 
2 

For this example beginning total farm inventory is $327,515 (from 1987 
balance sheet) and the ending total farm inventory is $306,778 (from 1988 
balance sheet). The calculation is as follows: 

Ave. Total Farm 
Investment 

$327,515 + $306,778 - $317,147 
2 

Return on Farm Investment 
Ave. Total Farm Investment 

$19,458 
$317,147 

.061 or 6.1% 

This is a normal return, as can be noted from the guidelines below. 
Obviously, the manager cannot effectively compete for borrowed funds, which 
would likely cost 10-12%. Because earnings are so low, the farm business 
cannot provide a reasonable family living and at the same time service 
considerable debt. 

Ratio guidelines are as follows: 

Excellent return on farm investment range - 12 to 20%. 
Normal return on farm investment range - 4 to 8%. 
Undesirable rate of return on farm investment - -3 to 2%. 
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On farms that enjoy an excellent return on farm investments, the following 
conditions usually are present: 

Excellent crop and livestock performance. 
Manager is good at marketing agricultural products. 
A small debt on land owned or rent all land farmed. 
Low production costs and overhead costs are under control. 
Highly productive labor. 
Modest capital investments in crop and livestock enterprises. 

Factors and farm business conditions that help to lower farm return on 
investment to the undesirable range are: 

Poor to average crop and livestock performance. 
Agricultural products .marketed at prices below season average. 
Unproductive labor. 
High investment costs in land, livestock facilities, and crop machinery. 
Crop machinery system larger than needed for acreage farmed. 
Livestock facilities not used at capacity, 

The ratio of return on farm investments is affected by two underlying 
conditions or measures: The asset turnover ratio and the net profit 
margin. 
Asset Turnover Ratio. 
the adjusted gross 

The asset turnover ratio is calculated by dividing 
income of the business by the average total farm 

investment. 

The adjusted gross farm income is gross farm income adjusted for feeder 
livestock purchases. Total farm assets are from the balance sheets. 

Ave. Total Farm 
Investment 

Beginning Total Farm Inv, & Ending Total Farm Inv. 
2 

Asset Turnover 
Ratio 

Adjusted gross income 
Average total farm investment 

$77,600 - .245 or 24.5% 
$317,147 

The asset turnover ratio indicates whether assets are being used 
effectively. In this example, the turnover ratio is 24.5%; in other words, 
it would take about 4 years total farm income to equal the average total 
farm asset value. 

Guidelines are as follows: 

Desirable turnover range - .7 to 1.0 
Normal turnover range - .4 to .6 
Undesirable range indicating financial trouble= .1 to .3 

The desirable turnover ratio is achieved when the following farm business 
conditions exist: 

Superior crop and livestock performance. 
Superior marketing performance. 
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Little land owned. 
Modest, but adequate, crop machinery is owned. 
Crop machinery used on a lot of acres. 
Modest, but adequate, livestock facilities owned, 
Livestock facilities utilized at capacity. 

Usually, an undesirable asset turnover ratio, which is a slow rate of 
turnover, occurs in farm businesses in which the following conditions are 
usually present: 

Poor to average crop yields and poor livestock performance. 
Agricultural products sold at prices below seasonal average prices. 
Manager owns most or all of land farmed. 
Beef cow herd enterprise present. 
Too large and too new crop machinery inventory for acreage farmed. 
High investment in livestock facilities and they are not used to 
capacity. 

The normal turnover ratio can be affected by enterprise selection. Fast 
asset turnover is found on specialty crop farms, dairy farms, and farrow
to-finish hog farms. Beef cow herd farms have the slowest turnover ratio. 

Net Profit Margin. The net profit margin is calculated by dividing the 
return on farm investment by the adjusted gross farm income. 

Return on Farm Investment 
Adjusted Gross Farm Income 

$19,267 
$77,600 

.248 or 24.8% 

The measure is basically the mirror image of the cash operating 
expense/adjusted gross farm income ratio discussed earlier in this chapter. 
It is the amount of net income that is earned for each dollar of sales. 
Some ratio guidelines would be: 

Excellent performance range - 35 to 45% 
Normal performance range 25 to 30% 
Poor performance range - 0 to 20% 

The factors affecting net profit margin are basically the same as those 
listed in the cash operating expense/gross farm income ratio section. 

Note that all the good things or bad things that happen on the earnings 
statement are reflected on the balance sheet at the end of the year. 
Therefore, it is absolutely essential that managers take the time to 
analyze their earnings statement for strengths and weaknesses. 

Production Standards and Guidelines 

How does a farm manager or adviser know when a certain level of livestock 
performance should be rated good, average, or poor? Some guidelines or 
benchmarks are provided on dairy, hogs, and beef on the following pages. 
Remember, that these are just benchmark figures that represent only the 
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author's experience after many years of working with farmers, creditors, 
and agricultural advisers. Use DHI or other comparable production records 
to check against these benchmarks. Commercial farmers who have a small farm 
acreage base (240 acres or less) must have good animal husbandry skills. 
If they do not have an interest in livestock or lack animal husbandry 
skills, they should think seriously about selling the livestock and taking 
an off-farm job. In other words, they should think about becoming part
time farmers. 
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Table 7,5. DAIRY PRODUCTION-MARKETING PERFORMANCE STANDARDS/GUIDELINES 

Rank the dairy enterprise in each of the variables listed below. 

Dairy 

Item to be Evaluated 

Milk production/cow 
(Holsteins) (lbs,) 

B.F. production/cow 
(lb.) 

Milk sold per farm 
family unit per 
year (lb.) 

Age of heifer at 
first calving (mo.) 

Calving interval 
(mo.) 

Conception rate 

Days open 

% dry over 70 days 

% of milking h~rd 
replaced by heifers 
each year 

% sec positive 
(SCC greater than 
550,000 cells) 

Purchased feed (protein 
salt, & minerals) per 
dairy cow unit with a 
14-15,000 lb. herd 
average 

Acres of tillable 
land needed to raise 
all the feed forage 
for one dairy 
cow unit 

Level of Performance 
I 

~ Danger range 1 Normal range 1 Good range 
➔ 

Failing Poor Average 

8-10 ,000- 12-13,000 I 15-16 ,000 

350 460 

300,000 450,000 

30 29 

14.0+ 13.5 

50%- 52% 

195+ 150 

50%+ 40% 

25%- 28% 

38%+ 30% 

$300+ 

NE&EC 5.6+ 
C&WC 5.0+ 
SE&SC 4.2+ 

$250 

7-14 

4.8 
4.3 
3.6 

570 

600,000 

27-28 

12.9-13.1 

53%-56% 

135-120 

30-25% 

30%-33% 

23%-26% 

$140-$200 

4.0-4.5 
3.6-3.9 
3.0-3.3 

1 Good Top Farmer 

I 18,000 20,000+ 
I 

660 

I 700,000 
I 

26 

12. 8 

58% 

110 

18% 

37% 

18% 

$125 

3.7 
3.4 
2.8 

725+ 

800,000· 

25-

12. 7 

60%+ 

90-

10% 

40%+ 

15% 

$100-

3.4-
3.2-
2.6-



Table 7. 6 HOG PRODUCTION AND MARKETING PERFORMANCE STANDARDS 

Rank the hog enterprise in each of the variables listed below, 

Level of Performance 

~---=D-=an=ge=-r=-crc.:an=g..,e'---

Item to be Evaluated 

Farrow-to-finish 

Pregnancy rate, % 

Farrowing rate,% 

Pigs sold per litter 

Litters per sow/year 

Avg. age of 225 lbs. 
in days 

Pigs sold per farm 
family unit/year 

Feed conversion in 

Failing 

70-

65-

6.0-

1.4-

205+ 

500-

Poor 

73 

68 

7.0 

1.55 

190 

700 

cwt. of pork sold (lb.) 500+ 450 

Farrowing selling 40-lb. 
feeder pigs 

Pigs sold per litter 

Litter per sow/year 

Avg. daily gain 
40/1 to 225/1 

Pigs sold per farm 
family unit/year 

Price received per 
feeder pig sold 

Finishing feeder pigs 

Gross margin per 
head sold 

Feed conversion per 
cwt of pork sold 
(lb.) 

6.2- 7.3 

1.4- 1.55 

1.2- 1.35 

1,000- 1,500 

-$2.00 -$1.00 
per pig per pig 

-$7.00 
per pig 

430+ 

-$3.00 
per pig 

405 

7-16 

Normal range 1 

Average 

Good range > 
Good Top Farmer 

75-80 

73-78 

7 .6-8.2 

l. 73-1. 78 

175 

850-925 

390-415 

83 

82 

8.5 

1.9 

165 

1,050 

370 

88+ 

87+ 

9.0 

2.o+ 

155-

1,200+ 

350 

7 .8-8.3 8. 7 9.2+ 

1.73-1.78 1.9 2,o+ 

1,5 1.6 1.7+ 

1, 700-2 ,000 I 2,100 2 ,500+ 

area average1 +$1.00 +$2.00 
price/year per pig per pig 

area average 1 +$3.00 
price/year I per pig 

360-380 340 

-$7.00 
per pig 

320-



Table 7.7 BEEF PRODUCTION-MARKETING PERFORMANCE STANDARDS/GUIDELINES 

Rank the beef enterprise in each of the variables listed below. 

Beef Level of eerformance 
I I 

Danger range I 
Norma 1 range : Good range < I 

Item to be evaluated Failing Poor I Average I Good Toe farmer 
I I 

Beef breeding herd I I 

i calf crop 75- 80 
I 

85-89 I 93 98+ I I 
Weight of fall sold I I 

or transferred steer I 
calves, lb. 325- 375 410-450 I 475 525+ 

Total feed costs per 
beef cow/year $250+ $220 $170-$190 $165 $160+ 

Finishing cattle 

Gross margin per 
cwt. on calves -$5.00 -$2.00 area average +$2.00 +$5.00 

Gross margin per cwt. 
of gain, yearlings* -$6.00 -$3.00 area average +$3.00 +$6.00 

per cwt. per cwt. price/year per cwt. per cwt. 

-------caicuiation for gross margin: 

Gross margin per cwt. = sale value - eurchase cost 
cwt. of gain 

(1050 x $65/cwt.) - (450# x $70/cwt.) = $682.50-$315 
600# gain 6 cwt. 

$367.50 = $61.25/cwt. of gain 
6 
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Assessing Farm Business Strengths and Weaknesses 

To size up your present success level, you need to look at a number of 
important factors that contribute to the success of the family farm 
business. In this chapter, we have tried to break the farm business into 
specific parts so it can be analyzed and rated. After all this has been 
done, it still must be concluded that the most important ingredient to 
success of any business is it's management. Most outcomes in farming can 
be influenced by the manager's action. 

Summary of Warning Signals 

A lot of factors contribute to the success of a farm business. Likewise, 
there are a number of financial factors that can contribute to its decline: 

Problem 
(Warning signals) 

High Interest costs 
Low 'profits 
Low prices 
Low yields 
Low asset turnover 
Low farm sales 

Causes of Problem 
(Outside force) (Farm factor) 

High interest rates 
Low profits 
Price cycles 
Poor weather 
Poor price/weather 
Poor price/weather 

High leverage level 
High costs 
No marketing plan 
Untimely practices 
Poor enterprise choice 
Underemployment 

Summary of Factors Affecting Debt Servicing Ability 

Listed on Table 7. 8 are most of the important areas that affect a farm 
manager's ability to service farm debt. Each family and each farm is 
different. Those differences make it very hard to set up reliable 
guidelines. On the next page in Table 7.8 you should try to rate yourself, 
your family and your farm b~siness in the first seven areas. The results of 
your ratings will tell you where you should be on line 8. You should know 
how you compare to others. You should also know what areas you are strong 
in and what areas need improvement. 

The factors in Table 7.8 affect the manager's ability to service debt. The 
key farm profitability variables are these same variables with the 
exception of family living expense and non-farm income. 
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Table 7.8 FACTORS AFFECTING DEBT SERVICING ABILITY 

MAJOR CONSIDERATIONS THAT AFFECT A FARMER'S ABILITY TO SERVICE DEBT 

Poor Choice/Performance/Mana£ement Level To Best 

Poor Average 

1. Total Percent in Debt. 

100% 75% 50% 25% 

2. Percent of Real Estate property owned and actually farmed. 

100% 75% 50% 25% 

3. Level of Production/Marketing/Management Performance. 

Milk prod. /cow 

10 ,00011 12, 000// 

Liters/sow 

1.2 1.4 

Corn Sale Price 

-15% -5% 

4. Major Farm Enterprise* 

Beef Cow Herd 

5. 

Cattle Feeding 

Oats 

Family Living Expense 

$30,000+ $25,000 

6. Net Off Farm Income 

0 $6,000 

14,0001/ 

1.6 

Seasonal 

Finishing Hogs 

Soybean 

Wheat 

$20,000 

$12,000 

16, 000/1 

1.8 

Average 

Corn 

Alfalfa 

$15,000 

$18,000 

7. Full Employment of the Families Labor Resources 

Milk sold/Family: 

300, 000// 450, 0001/ 600, 000/1 7 50, 000// 

Acres Corn & Soybeans/Family: 

300 450 600 700 

Best 

0% 

0% 

18, 000// 20, 000/1 

2.0 2.2 

+5% +10% 

Farrow-To-Finish Hogs 

Dairy 

Specialty Crops 

$10,000 

$24,000 

900 ,000// 

800 

8. What is the maximum% of income you can be expected to spend on interest? 

0% 4% 8% 12% 18% 25% 

* Historically the most profitable enterprises have been dairy and farrow-to
finish hogs in livestock. Hog cycles do affect the profitability of hogs in 
any one year. Historically corn and alfalfa have been the best crop selection 
in southern Minnesota and wheat, potatoes and sugar beets in the Red River 
Valley area. Changing government feed grain programs can affect the profit
ability of corn, wheat, oats, barley and sugar beets. 
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Deciding on an Adjustment Route 

To date, you have analyzed your business in terms of where you are and 
where you have been. You are now at the point of deciding what adjustment 
route to follow. If your goals and commitment limits are not too different 
from your present situation, you may decide to stay with your current 
operation while making only minor changes. If so, you will want to follow 
the discussion in Chapters 8 and 10. 

If your goals are quite a bit higher than your present situation, you will 
probably want to explore reorganizing or expanding your business. If, on 
the other hand, your business is in financial difficulty or you want to cut 
back on the size of your operation for personal or family reasons, you will 
need to explore possible ways of retrenching or transferring your 
operation. In either of these cases, you will want to follow the 
discussion in Chapters 9 and 11. 
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Developing A Farm Plan 
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Chapter 8 

DEVELOPING A WORKABLE FARM PLAN - A ROAD MAP 

Outline 

A. Phase 1 - Analysis 

1. Analyzing Past Performance 
2. Analyzing Present Performance 
3. Analyzing A Likely Future 

B. Phase 2 - Planning 

1. Setting Goals 
2. Identifying and Analyzing Alternatives 

C. Phase 3 - Implementing/Controlling The Plan 

1. Involving Key People 
2. Making Changes 
3. Evaluate Progress 
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DEVELOPING A WORKABLE FARM PLAN - A ROAD MAP 

Because each farm family faces a different financial situation, one of the 
major objectives of this educatonal series is to provide you with an 
orderly sequence for making the kinds of business decisions you will likely 
face. Such a sequence or "road map" is shown in Figure 8 .1. The 
discussion in this chapter is designed to walk you through this diagram, 
referring to the relevant other chapters in this workbook as we go. 

Phase #l - Analysis: Analyzing Your Past, Present and Likely Future 
Business Performances 

The farm business decision making process can be broken into three highly 
interrelated phases or steps: Analysis, Planning, and Implementation/ 
Control as shown in Figure 8.1. 

Figure 8.1 Road Map of the Farm Business Decision Making Process 

AC'l'IVITY/11.:!LATED QO!STIOSS: 

Pho,, t1 - Analysis 
'1here ere we? 
Vb.ere have we been? 
Where are we heeded? 

Pbnne #2 · Planning 
Where do we want to be? 
\lhat are our alterruitives? 
Can we get there from here? 
Deciding on a workable plan 

Stability 
Expansion/ 

Reorganization 

Analysis 

Balance Sheet 

Income Statement 

Projecting Present 
Operation 

Resources/ 
Goals I--+--< Restrictions 

Identifying 
Alternatives 

Retrenchment/ 
Transfer 

Combination 

Analyzing Minor 
Adjustments 

Analyzing Major 
Adjustments 

Partial 
Budget 

Phene #l - Implementation/Control Decide 
Will lender go along? 
Is a change needed in: 

Long Range 
Planning 

Annual and Trans
itional Planning 

- Business arrangements, 
estate plans? Implementation and Control 

- Family labor/work force? 
Are we making desired progress? 

Analysis 
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Each phase builds on the previous phase. The process is a continuous one 
as the farm business moves through the year or business cycle. Using this 
type of "road map" decision process gives producers a framework upon which 
to rely for business management decisions. The process or framework, being 
integrated and flexible, allows a producer to move in any direction on the 
"road map" when making management decisions. Utilizaiton of such a 
technique will assist producers in avoiding or at least lessoning the 
effects of financial stress on their farm business. 

In the analysis phase, in Figure 8.2, you will first need to make a careful 
analysis of your past and present business performance. Special attention 
needs to be placed on past and present profitability and financial sound
ness of the business. This involves developing a balance sheet and income 
statement for the past year and gathering past financial and production 
performances as available. 

This information gathering process is 
discussed in Chapter 6, "Basic Farm 
Financial Instruments." Once this 
information has been gathered it needs 
to be analyzed. Chapter 7, "Assessing 
Farm Business Strengths and Weaknesses'" 
discusses the process of analyzing the 
balance sheet, the cash flow/living 
check, the earnings statement and 
provides illustrative production 
standards and guidelines. 

Figure 8.2 Analysis Phase 

Bala.ncn Shoet 

Analysis Income State11enc 

trend Analysis 

Projecting Present 
Operation 

Having looked at the past and present business situation, the remaining 
question in your analysis is: where are you headed? That is, if we keep 
farming the way we are now what is the likely profitability and financial 
soundness future of our business: Where are we headed? To answer this 
question you will need to make a long range projection of your business, 
either using a computer or hand method of analysis. A discussion of long 
range planning is contained in Chapter 11, "Whole Farm Planning". 

Phase #2 - Planning: Setting Goals and Restrictions: 
Analyzing Alternatives: Making a 

Identifying and 
Decision 

The planning process can be broken into three inter-related activities. 
The first activity involves developing a realistic set of family and 
business goals and planning restrictions; the second involves identifying 
and analyzing relevant business alternatives and finally reaching a 
decision as to the future course of your business. These steps are shown 
in Figure 8. 3 
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Setting Goals: Evaluating Resources and Planning Restrictions 

By now you should be in a good position to develop a realistic set of 
personal, family and business goals. Keep in mind your present family and 
business situation as well as the demands of the farming industry. Chapter 
5, "Setting Farm and Family Goals", provides a series of useful forms for 
the goal setting process. 

We now turn to an evaluation of the resource situation in which you must 
achieve these goals and the setting of related planning restrictions. The 
land resources can be looked at from two standpoints: The productivity and 
flexibility of use perspective as well as the general availability of land 
in your community. The labor supply is composed of two parts. The first 

Figure 8.3 Planning Phase 

Stability 
Expansion/ 

Reorganization 

Resources/ 
Goals f--~---, Restrictions 

Identifying 
Alternatives 

Retrenchment/ 
Transfer 

Combination 

Analyzing Minor 
Adjustments 

Analyzing Major 
Adjustments 

Partial 
Budget 

Ann=l 
Planning 

Long Range 
Planning 

Annual and Trans
itional Planning 

is the operator and family labor availability and their desires. The 
second is the hired labor available to the farm. Working assets and 
capital position are two aspects of the farm's capital position and use. 
Your working assets are the machinery, buildings and breeding livestock. 
As far as machinery and buildings the question is whether they are adequate 
or more than adequate for the present size of business. The numbers and 
productivity of breeding stock should also be noted. 

The capital position of the business is reflected in its present liquidity 
and solvency. You should also note the general availability of capital to 
the firm as well as your personal attitude toward borrowing more money. 
Perhaps the most important yet most difficult resource to judge is your 
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managerial capacity. What does your past track record say about your 
performance? Do you feel that you would be able to handle a major expan
sion or reorganization of your business? Many institutional factors such 
as laws and regulations, government programs, new technologies, and tax 
laws affect the future of your business. 

Identifying and Analyzing Adjustment Alternatives 

The next step in planning involves the identification and analysis of 
relevant adjustment alternatives. As noted in Figure 8.3, there are four 
broad adjustment alternatives open to the typical farm. A review of past 
performance, the projection of the present operation, the goals that were 
set and the evaluation of the resource situation and planning restrictions 
may point in the direction of alternatives involving little change in the 
operation - the stability option. On the other hand, the situation may 
call for an exploration of an expansion/reorganization of the business or 
a retrenchment/transfer. And, of course, in a complex business the 
situation may call for an exploration of a combination of alternatives 
where parts of the business may remain stable, parts expanding or reor
ganizing and possibly some parts retrenching. 

At any given point in time, most farm businesses will fall into the 
stability category. Major adjustments in the business have already taken 
place, and the main thrust of management is aimed at fine tuning the status 
quo. If you are in that situation, follow the "Analyzing Minor Adjustment" 
route of Figure 8.3. Two planning procedures often used in this situation 
are the partial budget and Annual Cash Flow Plan. The partial budget is 
discussed in Chapter 10. The Annual Cash Flow procedure is discussed in 
Chapter 11. 

If you have identified the need for a major change in your operation, then 
you should be considering use of whole farm budgeting procedures. First 
you should make a long-run projection of one or more alternatives. You 
should then develop annual and transitional projections to see if you can 
reach your long-run objectives from where you are now at. These procedures 
are discussed in Chapter 11. 

Eventually, you will need to reach a decision: which alternative plan best 
meets your goals, etc.? This involves a process of weighing the results of 
your analysis - the measurable factors and also the unmeasurable, qualita
tive factors. It has been observed that decisions usually involve a 
rational, measured look at the alternatives while part of the process will 
involve a "gut" feeling of the situation. Part of the reason for making a 
detailed analysis of alternatives is to shift the decision making emphasis 
toward the rational approach with less emphasis on a "gut" feeling 
approach. 

Phase #3 - Implementing and Controlling the Resultant Plan 

Once you have analyzed proposed changes and developed a seemingly workable 
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plan, you will need to take several additional steps to ensure that the 
plan is implemented and controlled effectively as shown in Figure 8.4. 

To effectively implement your new 
plan you will need to first touch 
base with several key people. First, 
you need to discuss your plan 
thoroughly with your lender. Develop 
a good working relationship with 
him/her, so that neither of you are 
caught unawares. Major changes in 
the business often have tax and legal 
dimensions that should be explored 
carefully. Your accountant and 
attorney can be helpful in re
viewing the tax ramifications of 
these adjustments and in deciding 
on a change in your business 
arrangements or your estate plan. 
You should also keep your family 
and your work force informed re
garding changes which may change 
their role in the business. 

Figure 8.4 Implementation Phase 

Decide 

Implementation and Control 

Analysis 

Procedures for monitoring your adjustment plan once it is implemented 
should be specified as part of the planning process. The control process 
involves three parts: l) establishment of standards which reflect expected 
performances (your plan should provide that); 2) the measurement of the 
actual performance with comparison with standards (see Chapter 12 on 
recordkeeping;); and 3) correcting the deviations from standards or change 
the standards to better meet the new situation. 

A final look at Figure 8 .1, suggests we have come full circle in our 
decision making process. We have analyzed the business, planned changes, 
implemented them, and have made provision for analyzing the result. If 
plans are just not working out you may have to go through parts of the 
decision making process again. In any event, you will likely make some 
minor changes and lay plans for the coming year. 
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Chapter 9 

COMPUTERIZED FARM BUSINESS PLANNING AND ANALYSIS 

Outline 

A. Definition and History of FINPACK 

B. Design of FINPACK 

C. Purpose and Uses of FINPACK 

1. Profitability 
2. Liquidity 
3. Solvency 

D. FINPACK Components 

1. FINAN 
2. FINLRB 
3. FINTRAN 
4. FINFLO 
5 FINANX 

E. FINPACK Input Data 

1. Financial Statement (Balance Sheet) 
2. Crop/Livestock Data 
3. FINAN, FINLRB, FINTRAN, FINFLO Input Data 

F. FINPACK Output 
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COMPUTERIZED FARM BUSINESS PLANNING AND ANALYSIS 

When analyzing a farm business and developing a farm business plan and 
goals, it is extremely beneficial to project the results of various 
alternatives, evaluate the results, select the best alternative or 
alternatives, and begin moving the structure of the farm business toward 
the alternative. With the arrival of computers, we have been given the 
means for making speedy, arithmetically accurate analyses of these various 
farm business alternatives. The computer processes the data you have 
collected through your farm business record system and transforms the data 
into information about the farm business. You can then concentrate on the 
information as a means of setting both current and future directions for 
your business. This method of utilizing a computer to "farm on paper" 
allows for rapid exploration of business alternatives, reduces financial 
risk through more accurate projection as you change or reorganize your 
business, allows you to monitor your business as it moves through the 
business year, and supplies excellent supporting documentation for credit 
purposes. 

There are 
available. 

several computer software farm business analysis programs 
One such program is called FINPACK, a farm financial package. 

Definition and History of FINPACK 

FINPACK is a computerized farm financial planning and analysis package. 
The system allows farm operators, farm managers, and agricultural lenders 
to analyze the profitability, liquidity, and solvency of a farm business. 

FINPACK was developed by the University of Minnesota farm management staff. 
The program format is based on a north central regional publication dealing 
with financial management that was used with farmers and lenders as early 
as 1972. The FINPACK computerized version is currently being used in 30 
states by more than 1,280 trained users. In Minnesota, more than 460 
extension staff members, vo-ag instructors, FMHA staff members, bankers, 
and consultants use FINPACK when assisting farm families. 

Design of FINPACK 

FINPACK is an inclusive title representing a set of four computer programs: 
FINAN (Annual Farm Financial Analysis), FINI.RB (Long-Range Farm Budgeting), 
FINTRAN (Farm Transitional Planning), and FINFLO (Monthly Farm Cash Flow 
Planning). Each program has a unique function. Each program requires a 
balance sheet (financial statement), crop or livestock data, and other 
supplemental information as input data. The result is printed output 
describing the farm operation in question. A unique factor of FINPACK is 
that it can be used with any recordkeeping system. 
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Purpose and Uses of FINPACK 

FINPACK allows us to analyze a farm business from the perspective of three 
business objectives: profitability (return to labor, management, and 
owner's equity), liquidity (the ability to meet financial obligations as 
they come due), and solvency (the ability to pay all debts if liquidated at 
a given point in time) . When used together, the four FINPACK programs 
provide comprehensive assistance to farm families in the financial 
management and control of the farm business, provide feedback regarding the 
accuracy of farm plans, and build a track record of year-to-year financial 
progress. 

FINPACK enhances the teaching, learning, and application of financial 
concepts by applying them in analyzing a farm business. Program use 
strengthens management ability and decision making. FINPACK is built 
around assisting farm families with questions such as: Where am I? Where 
do I want to be? and How can I get there? FINPACK also supplies the farm 
family with answers to questions from their creditors: Is the business 
sound? Will it have repayment capacity? Are we going in the right 
direction? 

FINPACK Components 

FINAN is used to analyze the financial performance of a farm business 
during the preceding year. Based on the farm's financial position at the 
beginning and end of the year and on income and expenses during the year, 
FINAN is run year after year, charting the performance of the farm 
business. In addition, if a cash flow plan is developed at the beginning 
of the year (FINFLO or FINTRAN), a comparison of planned versus actual cash 
flows is included. 

FINLRB is a procedure for comparing the long-range profitability, debt 
repayment ability, and potential for net worth growth of alternative farm 
plans, which may involve new enterprises, new resources, different sizes or 
combinations of current enterprises, changes in efficiency, or changes in 
debt structure. FINLRB allows the user to easily investigate the 
feasibility of a change before it is implemented. 

FINTRAN is used to project farm cash flows for 3 years of business. It is 
most useful in projecting cash flows for the transitional period when a 
major change is being implemented. FINTRAN projects quarterly cash flows 
for the 1st year and annual cash flows for the 2nd and 3rd years. 

FINFLO is used to project farm cash flows for 1 year of business. It is a 
planning and control tool that details cash inflows, outflows, and annual 
operating loan transactions monthly for the coming year. FINFLO can be 
used to help determine annual operating loan needs and the timing of 
borrowing and repayment during the year. In addition, a monthly accounting 
of inventories, production, feeding, and sales of crops and livestock is 
included. Because it is computerized, it allows for ease in developing and 
refining a cash flow plan. 
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FINANX is used to analyze the past years farm business performance by 
enterprise. It incorporates the profitability, liquidity, and solvency 
features of FINAN by enterprise rather than on a whole farm basis. 
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FINPACK Input Data 

The financial 
of the farm 
business 
actually 

as 
owed 

statement (balance sheet, 
business assets (items of 
of the statement date) 
as of the statement date) 

new worth statement) is a summary 
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and liabilities (all obligations 
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Net worth or equity is determined by the difference between total assets 
and total liabilities. Most farm financial statements are designed for 
listing assets and liabilities in three categories: current, intermediate, 
and long term. Current assets/liabilities have an expected life of less 
than 1 year. Intermediate assets and the intermediate liabilities 
supporting those assets have an expected life of 1 to 10 years. Long-term 
assets and the corresponding debts have an expected life of greater than 10 
years. Values assigned to assets for the purpose of securing credit and 
financial analysis should equal the fair market value of those assets. 

The crop and livestock data banks contain budgets that list production 
levels, expenses, labor hours, and feed requirements on a per acre, per 
head, or per litter basis. Data banks are developed using records and 
actual data from the farm business in question. 
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The data banks shown are only examples; other data banks are designed for 
specific areas of Minnesota and given management and production levels. 

FINI.RB, FINFLO, FINTRAN, and FINAN each require an additional input form to 
supplement the financial statement and data banks. Among the items listed 
on these forms are crop acres, number of head or litters of livestock, 
other related operating expenses not listed on data banks,· debt payments, 
scheduling by month given expenses and income, crop and, livestock sold, 
crop and livestock prices, adjustments for debt restructuring, government 
crops and payments, capital purchases and sales, feed prices, and annual 
operating loan data. 

FINPAGK Output 

FINLRB output includes a description of the farm plan, a profit and loss 
statement, profitability measures, cash flow capacity liquidity measures, 
solvency measures (debt/asset ratios), a crop and livestock summary, and a 
sensitivity analysis used to determine risk. 

FINFLO output lists all planned business cash inflows and outflows, capital 
purchases, new credit and capital sales, all debt payments, annual 
operating loan transactions and balances, inventory adjustments, annual 
crop and livestock production, and a crop and livestock summary and 
projects profitability and change in net worth. All data are listed by the 
month in which the transaction is planned. 

FINTRAN output includes all the items listed for FINFLO. The difference is 
that FINTRAN covers a 3-year period rather than 1 year. Output for the 1st 
year is listed by quarter rather than by the month. Output for the last 2 
years is listed by total for the year rather than by quarter or month. 

FINAN is an end of the year analysis that includes a check of family living 
expenses and liabilities, a profit and loss statement, profit-net worth 
change, inventory changes, depreciation and capital purchase adjustments, 
profitability, liquidity, solvency, a crop and livestock production 
summary, planned vs. actual expenses, and a comparative trend analysis. 

FINANX is a computerized procedure to analyze the financial performance of 
a whole farm business and the enterprises it comprises for a 1-year period. 
It examines whole farm profitability, liquidity, and solvency based on the 
farm's financial position at the beginning and end of the year and on 
income and expenses during the year. Then, based on records of individual 
enterprise production, direct expenses, and allocation of overhead 
expenses, FINANX reports on enterprise analysis for each crop and livestock 
type produced during the year. 
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PARTIAL-FARM BUDGETING 

Purposes and Uses of Partial Budgets 

During the course of a year, you usually make several changes and 
adjustments in your farm business plan. Some changes are minor and do not 
affect your entire farm business. If a potential change affects only a 
small segment of your total business, partial-farm budgeting rather than 
whole-farm budgeting can effectively help you analyze the financial impact 
of such a change. 

The process of partial budgeting is used to estimate the change in farm 
profit or loss by examining the income and expenses that would change 
because of a potential adjustment to your farm business. For the income 
portion of the partial budget, consider all added returns and reduced costs 
resulting from the business adjustment. For the expenses portion of the 
partial budget, consider all added costs and reduced returns resulting from 
the business adjustment. The objective here is to determine which income 
and expense items will be affected by your proposed business adjustment. 
Do not concern yourself with income and expense items not affected by the 
business adjustment. 

If a potential change will affect several parts of your total business, or 
if your business is in a weak or marginal financial position, you should 
consider using the whole-farm budgeting approach rather than a partial 
budget. The whole-farm budget approach minimizes the chances of 
overlooking important aspects of the business and provides a better picture 
of your farm's financial situation following the change. 

There are several situations in which you might decide to use a partial 
budget when comparing income and expenses associated with a farm business 
change. Example situations may include: 

Adding 10 or 20 sows to your sow herd or adding 5 or 10 
milk cows to your dairy herd. 

Buying a piece of equipment rather than leasing or custom 
hiring your combining, planting, or spraying. 

Renting an additional parcel of land. 

Adding a new enterprise to your farm business. 

Adopting a new production practice such as ridge-till 
planting or chisel plowing in place of moldboard plowing. 

Substituting one crop for another when only a small portion 
of your acreage is involved or when both crops have roughly 
the same machinery and labor requirements. Examples may 
include substituting corn for soybeans or wheat for barley. 
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Considering the purchase of a new machine to replace an old 
one. 
Determining the feasibility of making capital improvements. 

Deciding whether or not to participate in the government feed 
grain program or deciding at what level to participate. 

Components of a Partial Budget 

When preparing a partial budget, it is crucial that the data be organized 
in a concise and orderly fashion. This will reduce the changes of 
overlooking a key variable or perhaps counting a variable twice. The 
accuracy of prediction based on the partial budget hinges on the accuracy 
of the data and the methodical analysis of these data. 

A simple but effective method for completing a partial budget is to utilize 
a "T" account or simple ledger system. Table 10.1 is an example of this 
method. This partial-farm budget format has four segments: a heading, 
total income resulting from your proposed change, total expenses resulting 
from your proposed change, and a net income or profit calculation resulting 
from the proposed farm business change. 

Table 10.1 Partial-Farm Budget 
PARTIAL-FARM BUDGET 

Proposed Farm Business Change or Plan: ___________ , 

(11 Added Income: (4) Reduced Income: 

$___ ------- $, ____ , 

(2) Reduced Costs: {Sl Added Fixed Costs: 

Total Income: 
(1+21 

13),=$== 

Net Income+ (3 - 7) $ 

(6) Added Variable Costs: 

Total Expenses 17),_$=== 
14+5+6) -
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Heading 

The heading is the portion of the budget where you list or describe the 
proposed change in your farm business. This exercise serves a number of 
purposes. By writing down your proposed change, the change begins to take 
shape and becomes more clear to you. By listing the proposed change, 
anyone else reading the description will be aware of your plan. This can 
be particularly important when working with creditors. When describing 
your proposed change or plan, be concise yet include enough of a 
description to be complete. 

Total Income 

This section, located on the left side of the budget. form, deals with those 
items that will increase farm business income as a result of your proposed 
change. The section is divided into two parts: those items dealing with 
added income resulting from the change, and those items dealing with 
reduced costs resulting from the proposed change. 

Items listed under added income may include increased hog or milk sales 
resulting from a herd increase, or increased crop sales or government 
payments resulting from an increase in rented acres. To calculate the 
dollar amounts for these items, merely multiply the increase in production 
by the unit price. 

Items listed under reduced costs may include custom rate fees no longer 
paid, reduced fertilizer costs due to. increased manure application; or 
reduced chemical expenses because of a change in application method. List 
actual dollar amounts on the budget form. 

To calculate total receipts resulting from your proposed change, merely add 
together all the added income dollar amounts and all reduced cost dollar 
amounts. 

Total Expenses 

This section, located on the right side of the budget form, deals with 
those items that will increase farm business expenses as a result of your 
proposed change. The section is divided into three parts: items dealing 
with reduced income, items of added overhead costs, and items of added 
operating expenses, all resulting from your proposed change. 

Items listed under reduced income may include corn fed to an increased 
number of hogs or dairy that would otherwise be sold or placed in 
government reserve, reduced sales of a given crop when a cropping change is 
made, or lost income from a part-time job given up to manage more livestock 
or crop land. 

The next section under expenses deals with added overhead costs. Fixed 
costs are those costs that occur once a machine has been purchased; they 

10-4 



are not affected by how much a machine is used. 

Overhead costs include depreciation, interest, taxes, and insurance. If 
your proposed business change includes additional equipment beyond what you 
already utilize, fixed costs must be calculated and added to the budget 
form. 

To calculate average depreciation, subtract the salvage value of the 
equipment from the purchase price and divide by the years of useful life. 
The formula is as follows: 

Depreciation - (purchase cost - salvage value) 
(years you will use machine) 

Although this figure may differ from actual tax depreciation, it is 
appropriate for partial budget purposes. 

To calculate interest cost, add 
together. Divide that figure by 
rate on loans for similar assets. 

the purchase price and salvage value 
2 and multiply by the current interest 
The formula is as follows: 

Interest 
per year purchase cost+ salvage value x interest rate 

2 

Some states assess personal property tax against machinery and equipment. 
Use actual amounts for this cost (none in Minnesota). A second cost 
involved is insurance to protect against casualty loss or damage. A simple 
formula is: 

Insurance 
per year~ purchase cost+ salvage value x rate 

2 

A third cost may be storage or housing 
space to house a piece of equipment. 
square foot basis. An example formula 

costs if, 
This is 

would be: 

for example, you rent shed 
typically calculated on a 

Housing 
per year price per square foot x square feet of 

shelter required 

A typical rental rate in Minnesota is 20-25 cents per square foot. 

The next section under expenses is added variable costs. Variable costs 
are those costs that are directly affected by and proportional to equipment 
use. 

Repairs are sometimes considered a cost falling between fixed and variable 
costs. For the purpose of this chapter, however, repairs are considered a 
variable cost. There are a number of methods for calculating repairs, 
including an estimated cost based on past records or an estimate as a 
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percentage of the purchase price. If using a percentage of purchase price, 
consider a typical figure of 2-2.5 % of the purchase price for repair 
costs. 

Fuel and lubricant costs are another part of variable costs. Fuel costs 
are calculated by multiplying fuel consumption by the price per gallon of 
fuel. Farm machinery bulletins from your extension office list average fuel 
consumption for a number of tractors and pieces of motorized equipment. 
These values would aid you in your calculations. To calculate lubricant 
costs, a good rule of thumb is to use 10 percent of fuel cost. 

The last item included under operating cost is labor. Labor is usually 
calculated at an hourly rate. Multiply total labor hours for a given 
operation by the hourly wage in your area. Normally unskilled labor, such 
as driving tractor, is paid less per hour than skilled labor, such as 
working as a dairy or swine herdsman. 

To calculate total expenses resulting from your proposed change, add 
together all the figures listed under reduced income, added overhead costs, 
and added operating costs. 

Net Income 

The final calculation on the partial-farm budget or "T" account is net 
income. To make this calculation, subtract total expenses (7) from total 
income (3). The result is the profit or loss of profit resulting from your 
proposed farm business change. 

Partial-Farm Budget Example 

As an example for a partial-farm budget, let us consider John Farmer, who 
currently does not own a combine. His father has been doing this combining 
for $10 per acre. But the combine is wearing out and John's father, who is 
60 years old, does not want to invest in any more equipment. This 
situation leaves John with two choices. He can hire someone else to 
combine his corn, soybeans, and small grain, or he can purchase a used 
combine from his neighbor, who is retiring. Before John makes his 
decision, he is going to compare his choices by using a partial budget. 

The custom rate harvesting charge in John's area is $26 per acre for corn, 
$18 per acre for soybeans, and $16 per acre for small grains. These prices 
include fuel for the operation. The combine John has an opportunity to 
purchase is a 1981 model with 900 hours on it. It is in very good 
condition due to excellent maintenance and being stored inside. It has a 
four-row, narrow corn head, bean-bar, small grain platform, and cab. The 
purchase price would be $28,500. 

First, let's consider the income side of the budget: 

Under added income, John can expect more crop because of a more timely and 
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diligent harvest. Increased crops will include 6 bushels of corn x 38 
acres, $1. 70 per bushel; 4 bushels of soybeans x 15 acres x $4. 80 per 
bushel; and 3 bushels of oats x 16 acres x $1.10 per bushel. Total added 
income equals $728. John realizes that, even though he would be getting a 
good deal on the combine, he will have to do some additional custom work to 
break even. He visits with his father, George, who agrees to have John do 

PARTIAL-FARM BUDGET 

Proposed Farm Business Change or Plan: 

=============================--============================== 
(1) Added Income: 

lw.,,4~ $_~2~::>.=S'.~ 
~ ......14 ~G.fo 

(2) Reduced Costs: 

~--4t,d- /1138 
' 

Total Income: 
(1+2) 

(3) $ s; eo., 

{4) Reduced Income: 

$_~0~ 

(5) Added Fixed Costs: 

cf.f b P<ir1 ~ 
hoee1t: 
d::!T11C-:'t◄ :11<f' 

(6) Added Variable Costs: 

Total Expenses 
( 4+5+6) 

~70 

79 
'1 

(7)$~§}'7 

=============================--============================== 

Net Income± (3 - 7) $ 

his combining at the going custom rate charges. George has to harvest 80 
acres of corn x $26 per acre, 60 acres of soybeans x $18 per acre, and 30 
acres of oats x $16 per acre for a total custom work income for John of 
$3,640. 
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Under reduced costs, John would include the custom harvest costs he would 
not pay if he purchased the combine. George can no longer do the 
combining, so John would have to pay going rates. Those would include 38 
acres of corn x $24 per acre, plus 15 acres of soybeans x $18 per acre, 
plus 16 acres of oats x $16 per acre, which totals $1,438. · 

Total income related to John's combine purchase versus custom hiring of his 
crop harvest is the total of added income and reduced costs or $5,806 
annually. 

The second step in John's process is to calculate total expenses connected 
with the combine purchase versus custom harvesting. For this example, 
there is no reduced income, John's crop bushels harvested would increase 
but his livestock numbers would remain constant. He can run the combine 
himself and would not be giving up any off-farm income because he is not 
employed off the farm. 

If John purchases the combine, he would incur some overhead costs such as 
depreciation, interest, and insurance. To calculate depreciation, he 
subtracts the salvage value of the combine ($6,000) from the purchase price 
($28,500) and divides by the years of useful service (10), for an annual 
depreciation cost of $2,250. 

The next cost to John is interest. To calculate this cost, he adds the 
purchase price ($28,500) and salvage value ($6,000) and then divides by 2. 
He then multiplies that figure by the interest rate, which is 12%. John's 
annual interest charge is then $2,070. 

The last overhead cost item John needs to calculate is insurance. The 
purchase cost ($28,500) plus the salvage value ($6,000) divided by 2 and 
multiplied by $.0021 ($2.10 per $1,000 worth of coverage for fire and wind) 
equals an annual insurance cost of roughly $36. 

John has adequate machine storage space, so there would be no cost for 
housing. And, since there are no property taxes on machinery in Minnesota, 
there is no cost to John. 

Next, John must calculate his additional operating costs including repairs, 
fuel, lubricant, and labor. Repairs are calculated at 2% of the purchase 
price or $570. Average fuel usage is 2 gallons per acre x 69 acres 
annually x $. 72 per gallon (net cost) for a total annual fuel cost for 
combining of $99. Lubricant cost is 10% of the fuel cost or $9 annually. 

John will be combining his crop plus his father's crop. This will be no 
problem at oat harvest time, but, in the fall, when corn and soybean 
harvest begins, John will need some additional help. He can hire a young 
person in his area for such unskilled labor as driving tractor, hauling 
grain, and fall field work. This person would work for $3. 75 per hour. 
John will need an additional 150 hours of labor to manage fall harvest. So 
John's total labor cost created by the combine purchase is $3.75 per hour x 
150 hours or $563. 
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To finish the expense portion of the budget, John totals the figures for 
items four through six, which equals $5,597. He makes the final 
calculation by subtracting total expenses ($5,597) from total income 
($5,806), resulting in a net profit of $209 due to the combine purchase. 

Analysis of Partial-Farm Budgets 

As we have seen, a partial-farm budget measures profitability or loss of 
profitability due to a business change. Even though a projected plan 
predicts profitability, however, there are some limitations to partial 
budgeting and some additional considerations to weigh before proceeding 
with a change or plan. 

Partial budgeting compares only two alternatives, which may result in an 
alternative that allows for less than maximum profit unless you budget all 
possibilities. The budget is only as accurate as the data and numbers you 
use. Also, partial budgeting does not account for the time value of money; 
that is, it does not account for immediate income being more valuable than 
future income and immediate expenditures being more costly than future 
expenditures. Lastly, it is difficult to determine those items that will 
be affected by the proposed business change. Care must be taken not to 
omit a key item. 

Along with profitability, you need to consider liquidity. Will the change 
allow for enough cash generation to adequately service financial 
obligations? For example, establishing too short a payment schedule could 
be a problem. A 3-year payment schedule for a piece of equipment with a 
serviceable life of 7 years may cause too large a payment early in the plan 
and make it difficult to meet financial obligations in a timely manner. 
Stretching the payment schedule to perhaps 5 years may ease the payment 
pressure. Decreased solvency may also jeopardize borrowing ability and 
also increase the probability of default and foreclosure. 

When considering a business change, also evaluate your management ability. 
Do you have the skill to manage efficiently the change as it occurs in the 
business? Also consider the timeliness of the change. Perhaps a machinery 
purchase is best made in an off-season period of the year, such as the 
combine purchase in our example. Consider any changes in work load and 
peak labor demands as to when they occur, such as daily or seasonally. Can 
these changes be incorporated into your farm business without causing major 
problems? Finally, consider any tax or legal implications that may occur 
as a result of your proposed business change. Do not rely completely on 
the figure listed opposite net income at the bottom of the partial budget. 

You also need to consider any impact the change will have on the family. 
Is the change consistent with farm business and family goals? Will it 
require that a family member spend more time away from the family? Will it 
place an unfair financial burden on the family? A successful farm business 
depends on the successful interpersonal relationships of all family members 
and the blending of family and farm business goals. 
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PARTIAL-FARM BUDGET 

Proposed Farm Business Change or Plan: 

i 

=====================----====--==-----========--=-==========-

(1) Added Income: 

~~ $ _ _.7'-"~"-"~'-

~ ~ 3.ra J/o , 

(2) Reduced Costs: 

~hH.-~ J.1/~8 
I 

Total Income: 
( 1+2) 

(3) $ S,804? 

(4) Reduced Income: 

$ 0 

(5) Added Fixed Costs: 

dyaM-•/4~ 
~ 

~ 

ef~4rl'{A.4-:1'Af" 0 ... 

(6) Added Variable Costs: 

Total Expenses 
(4+5+6) 

070 

29 

( 7 ) $ :r: .£'17 
• 

========----==================-============================== 

Net Income + (3 - 7) $ + at:J'f ==:::::::::::======== 
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PARTIAL-FARM BUDGET 

Proposed Farm Business Change or Plan: ______________ _ 

(1) Added Income: 

(2) Reduced Costs: 

Total Income: 
(1+2) 

$ ___ _ 

(3)~$ __ _ 

--=----===========-===-=--------
(4) Reduced Income: 

$ ___ _ 

(5) Added Fixed Costs: 

(6) Added Variable Costs: 

Total Expenses (?)~$ ___ _ 
( 4+5+6) 

======-=----==================-================================ 

Net Income+ (3 - 7) $ ======== 
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WHOLE-FARM !'LANNING 

The Whole-Farm l'lanning l'rocess 

l'urpose of Whole-Farm l'lanning 

Whole-farm planning provides a systematic process for evaluating potential 
alternative farm business arrangements. Utilizing the process correctly 
allows you to assess the effect of a major business change as it relates to 
crop and livestock production; the amount of land, labor, and capital 
(financing) required to accomplish the change; expected income and expenses 
resulting from the change; and the business financial strength resulting 
from the change measured by solvency, liquidity, and profitability. 
Utilizing the process also allows you to assess labor requirements, 
required managerial skills, and the potential risk associated with the 
business change. Making these comparisons between alternatives equips you 
with the required information to make sound business and financial 
decisions regarding the future direction of your farm business. 

When to Use Whole-Farm l'lanning 

The process of partial budgeting is discussed in Chapter 10. A partial 
budget is used to estimate the change in farm profit or loss due to a minor 
change in the farm business such as renting a small amount of land or 
purchasing a combine rather than custom hiring harvest. Unlike partial-. 
farm budgeting, whole-farm planning is used when a farm business adjustment 
changes the size of the business, when it changes the organization of the 
business, or when it has a long-term impact on the business regarding 
financing, enterprises, management skills, labor, etc. Farm business 
changes that would require whole-farm budgeting may include a son joining 
his father in the farm business, the purchase of an additional farm, major 
expansion of or addition of a new crop or livestock enterprise, and major 
farm business debt restructuring. 

Categories of Whole-Farm l'lanning 

For purposes of discussion, we will divide whole-farm planning into two 
segments and deal with· each segment in detail. The first segment of whole
farm planning is long-run or complete planning. This approach allows you 
to compare your present farm business operation with potential business 
alternatives. You can focus on a business alternative in a typical year 
sometime in the future (3-5 years or more hence). By doing so you can 
compare the profitability, solvency, and liquidity of the future business 
alternatives with your current operation. Even though such projections, 
especially commodity prices, change rapidly, this process assists you with 
planning for change and can be one aspect of future survival. 

The second segment 
projected cash flow. 

of whole-farm planning is 
This process deals with 

11-2 

short-run planning or 
the next year of your 



business operation. The process involves projecting and recording all 
sources and uses of cash throughout the next business year. Income and 
expenses are normally recorded on a monthly basis and projected against 
actual income and expense which are evaluated on a quarterly basis. 

Steps for Completing a Whole-Farm Plan 

There are three steps to be addressed when completing a whole-farm plan, 
either long-run or short-run. The steps are establishing specific goals, 
analyzing business resources, and assessing planning restrictions. 

Prior to data gathering and before actual design and construction of 
potential farm business alternatives can take place, a farm family (or any 
other business arrangement, for that matter) must have a road map to guide 
the business. The manager and operator must know what tools are available 
and what obstacles may be encountered. Planning cannot guarantee success 
but can help you control future direction and lessen the potential for 
future negative impact on your farm business. 

Determining Future Direction for the Farm Business 

Establishing Farm Business Goals 

Establishing specific goals is discussed in detail in Chapter 5. For the 
purpose of this chapter, goals relate to both long- and short-run planning. 
They must be specific, require some action to take place, and have a 
measurable outcome. Goals can be divided into three categories: personal, 
family, and business goals. Goals within each of these categories can be 
divided into three more categories based on length of time to completion, 
that is, short-term (1 year or less), intermediate (2-4 years), and long
term (5 years or more). Setting goals is a process whereby you set future 
direction for your farm business. Examples may include securing an 
operating loan for the next business year, increasing crop acres from 600 
to 800 in 1 year, increasing per cow milk production by 2,500 pounds in 1 
1/2 years, or including a son or daughter in the farm business in 5 years. 
All such plans set a measurable goal that requires some action or a series 
of actions to achieve the goal. 

Taking an Inventory of Farm Business Resources 

Analyzing business resources is the second step in both short- and long-run 
planning. This process is described in Chapter 7, but it requires mention 
as a part of whole-farm planning. This step requires taking an inventory 
of the land, labor, productive assets, and capital available to the farm 
operation. A land inventory would include the locations of land being 
utilized, soil ,types, drainage, realistic yield potential, and 
accessibility to additional land. To assess the availability of labor, you 
need to assess both family labor and hired labor, as well as the skills 
required of and possessed by each individual. When analyzing productive 
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assets such as machinery, breeding livestock, and buildings, take inventory 
of the number, size, condition, and future potential of the assets, One 
example might be whether your machinery is adequate for your current 
business size and whether there is room for expanding acreage. A second 
example might be to determine whether current buildings are being fully 
utilized or whether there is room for adding to or expanding an enterprise. 
Having a current balance sheet and a calculation of solvency measures (debt 
to asset ratios) will assist you with evaluating your capital (financial) 
position and whether or not there is room for change in your business 
operation. Include in capital assessment your willingness to assume risk 
and at what level of risk you feel comfortable. 

Assessing Planning Restrictions 

In this category, you must assess your managerial capacity and the local 
and national regulatory guidelines and international factors that affect 
your farm business. Determining your managerial capacity includes 
determining whether a change in size, type of enterprise, or business 
organization is within your capability. Although this is difficult to 
judge, utilizing the history of the types of crops and livestock you have 
produced, the levels of production, your farm financial strength, etc., may 
aid you in this analysis, The farm production and financial data history 
discussed in Chapter 6 will be of help. An additional approach is to 
compare your production and financial data with those in adult farm 
management classes and farm management associations. The state and federal 
government can affect your farm operation through countless regulations 
such as feed grain and dairy buyout programs, subsidies, conservation 
requirements, pesticide regulations, pollution control regulations, 
monetary zoning laws. International banking, trade agreements, technology 
export, monetary policy, etc., also can have impact on your farm business. 
Be aware of and invest time in understanding such policies. Understand how 
they will affect your farm business and figure out strategies for using 
them to maximize the benefit to you. Again, although this work and 
planning cannot guarantee success, it can take a great deal of the surprise 
out of the impact of government decisions that are imposed on you. 

A Long-R1lll Farm Business Plan 

Analyzing Past Farm Business Performance 

In Chapter 7, the discussion centered around analyzing your past business 
performance. This assessment is the basis for determining the future 
potential for and direction of your farm business. The process involves 
completing and analyzing balance sheets, net worth change statements, cash 
fiow statements, farm earnings statements, and Schedule F, 1040 tax forms. 
Such an assessment helps you determine whether you have a business problem 
and then whether that problem centers around business profitability, 
liquidity, solvency, or a combination of these factors. Such an assessment 
also helps you take inventory of your productive resources and management 
capacity, as discussed earlier in this chapter. If done correctly, the 
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assessment will be the starting point for your new business direction. 

Identifying Alternative Long-Run Plans 

The first step in long-run planning is to budget your present operation 
assuming that you were to continue with no major changes. The budgeting 
should be calculated around a typical year sometime in the future. For 
crop yields, use a 5- or 10-year average; use long-range planning prices 
for crops and livestock, not current prices, etc. Remember that this is a 
long-run budget, not a cash flow statement for next year. To complete the 
process, follow these steps: 

Calculate typical gross income from crops by multiplying 
yield per acre times the number of acres times the prices 
per unit for each crop raised. 

Calculate typical gross income from all livestock and 
livestock products sold. 

Calculate typical cash production expenses. Again use 
long-term averages from your records. Earlier you 
calculated acres of each crop raised; simply multiply 
the per acre cost for each input by the number of acres 
involved. The same approach using typical livestock numbers 
times the per unit cost of inputs will equal expenses. 
Simply total crop and livestock expenses for total cash 
production expenses. 

Calculate and add to expenses the portions of other expenses 
that apply to crops and livestock. Examples are real estate 
taxes, farm insurance, repairs, fuel, utilities, rent, and 
other miscellaneous expenses not included under crop and 
livestock input or production expenses. Be sure you do not 
include an expense twice. 

Calculate typical principal and interest on all term debt. 
Also include interest on any operating debt financed by debt 
capital. 

Calculate depreciation and family living expenditures for a 
typical year. 

This then is the basis for a numerical analysis of your present operation. 
Merely total all expenses plus depreciation and family living expenses and 
subtract them from your gross income, 

The next step is to design future potential alternatives for your farm 
business and compare your present operation with the alternatives. If, 
through the business assessment process mentioned earlier, you discover 
that your farm business has a problem, you need to pinpoint the problem and 
select strategies for addressing it. 
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If profitability is a concern, you may want to consider alternatives 
directed toward better use of existing resources such as improved 
production management, improved commodity marketing management, improved 
financial management, or a combination of these. Improving production 
management may include increased production efficiency within enterprises, 
a more efficient combination of enterprises, more efficient use of 
buildings and equipment, or a more timely replacement of fixed assets. To 
improve marketing management is to improve your commodity marketing skills 
in order to reduce the cost for inputs and increase the sale price for 
outputs. This is done through an increase in marketing knowledge and the_ 
development of sound marketing plans. These are both difficult, but not 
impossible, tasks. You can improve_ financial management through a number 
of alternatives directed at the financing of your farm business, such as 
restructuring debt, finding alternative sources of financing, and selling 
excess or unnecessary assets. The extent of adjustment in this area 
depends on your management capacity and being able to improve your 
management and on whether you have sufficient resources to manage and 
complete the adjustment. 

If liquidity is a concern, select alternatives directed toward the level 
and timing of debt payment. This is accomplished by utilizing the cash 
flow statement. Alternatives may include selecting or increasing 
enterprises that produce income when you need it, restructuring the time 
when a debt payment is due to coincide with when you have income or cash 
available, etc. 

If solvency is your concern, select alternatives that will lead toward a 
realignment of your farm business balance sheet. Examples may include 
giving up land or machinery ownership with a rent-back provision, selling 
excess, unnecessary, or unproductive assets; or refinancing. Such action 
will change your liability and asset alignment so as to bring your farm 
business into a solvent position. 

Example Long-Run Plan 

To more clearly illustrate the long-run plan concept and the comparison of 
alternatives with a current, unchanged operation, let's examine an example 
farm. The farm operation and alternatives have been analyzed using FINLRB 
(Financial Long-Range Budgeting Procedure), a computerized planning program 
described in Chapter 9. FINLRB is one of four computerized parts of 
FINPACK). The examples are about John and Mary Jo Farmer. Currently, John 
operates a 312-acre (240 acres tillable) farm with his father, George. The 
farm is financed on a contract for deed. George operates a 400-acre (302 
acres tillable) farm. John milks 32 cows with an annual production of 
13,100 pounds of milk. George has 51 head of purebred Holstein dairy cows. 
John's current crop yields are: 

Corn--105 bushels per acre 
Corn silage--16 tons per acre 
Oats--55 bushels per acre 
Alfalfa hay--3 tons per acre 
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Soybeans--30 bushels per acre 

Mary Jo works off the farm as a nurse and earns $20,400 per year. The 
family spends $15,000 for family living. 

John wants to make some changes and comes up with two alternative plans. 
The alternate plans to his current operation are: 

Alternative One: Purchase five cows to enlarge the dairy herd to 37 cows. 
Renegotiate the contract for deed, lowering the payment by $8,304. Have 
Mary Jo continue to work off the farm. Keep dairy production the same 
with minor adjustments to the cropping system to accommodate the increase 
in cows. 

Alternative Two: Purchase additional dairy cows and enlarge the herd to 44 
(the barn and additional buildings will support this number). Renegotiate 
the contract for deed, lowering the payment by $8,304. Have Mary Jo quit 
her nursing job. The result is an increase of 2,400 pounds of milk per cow 
and an increase in yields of 17 bushels per acre for corn, 2 tons per acre 
for corn silage, 1.2 tons per acre for alfalfa hay, and 5 bushels per acre 
for oats. Family living expenditures are reduced to $14,000 annually. 

As you study the comparison of alternatives, keep in mind that the base 
plan is John and Mary Jo's current operation budget. Alternatives 1 and 2 
(columns two and three) are their alternate plans. 
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Profitability improves as adjustments are made in the Base Plan. The best 
alternative of course is Alternative 2 shown below. 

***PROFITABILITY*** 

PROFIT OR LOSS STATEMENT (Typical Year) Base Plan Alt. 1 Alt. 2 

Corn Equivalents $ 2.10/Bu. 11,091 9,241 10,870 
Soybeans 4. 90/Bu. 7,203 5,586 8,918 
Milk 10.50/cwt 44,016 50,894 71,610 
CUll Livestock Income 3,840 4,440 6,600 
Other Livestock Income 768 888 1,056 
Other Farm Income 500 500 500 

(A) Gross Cash Farm Income 67,418 71,549 99,554 

Seed 3,616 3,582 3,380 Fertilizer 4,515 4,585 4,412 
Crop Chemicals 3,229 2,998 3,292 Crop Insurance 735 570 780 custom Hire 1,352 1,220 1,382 Purchased Feed 6,592 7,622 7,480 Purchased Hay $ 70. 00/Ton 35 0 28 Artificial Insemination 768 888 1,540 Veterinary 1,664 1,924 2,288 Livestock Supplies 1,920 2,220 2,640 Livestock Marketing 1,696 1,961 2,728 Machine Hire 1,240 1,240 1,240 Fuel & Oil 3,900 3,900 3,900 Repairs 3,620 3,900 4,200 Hirea Labor 540 540 540 Farm Taxes 1,889 1,889 1,889 Farm Insurance 850 850 850 Utilities 3,840 4,000 4,500 Interest 21,891 18,319 19,081 Miscellaneous 2,010 2,290 2,100 

(C) Cash Operating Expense 65,902 64,498 68,850 

(D) Net Cash Farm Income (A-C) 1,516 7,050 30,704 Depreciation (-) 7,700 7,700 7,700 (E) Profit Or Loss (=) -6,184 -650 23,004 

Profitability measures also improve as adjustments are made in the Base 
Plan as shown here. 
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PROFITABILITY MEASURES Base Plan Alt. l Alt. 2 

Returns To Labor, Mgt, & Net Worth (E) -6,184 -650 23,004 
Labor & Management Earnings (E-F) -8,354 -6,262 17,465 
Rate Of Return on Farm Investment (I/J) -0.l % 0.5 % 7.8 % Rate Of Return on Farm Net Worth (K/L) -61.0 % -17 .9 % 6.0 % Rate Of Return on Added Investment (M/N) 43.9 % 250.2 % Net Profit Margin (I/0) -0.2 % 2.2 % 24.7 % Asset Turnover (0/J) 22.0 % 23.l % 31.6 % 

(F) Interest on Farm Net Worth {L*6%) 2,170 5,612 5,540 
{G) Farm Interest Pafd 21,891. 18,319 19,081 
(H) Value Operators Labor & Mgt 15,871 1.6,077 17,478 
(I) Return On Farm Investment (E+G-H) -164 1,592 24,608 
(J) Total Farm Investment 306,778 309,978 314,678 
(K) Return To Farm Net Worth (E-H) -22,055 -16, 727 5,527 
(L) Total Farm Net Worth 36,166 93,528 92,328 
(M) Added Return To Added Investment 1,756 24,771 
(N) Added Capital Invested 4,000 9,900 
(0) Value Of Farm Production (A-B) 67,418 71,549 99,554 

Labor and management earnings, value of farm production, and net profit 
margin improve with both Alternative 1 and 2 over their current situation. 
Of the alternatives considered, Alternative 2 apparently would result in 
the best situation for John and Mary Jo. 

Liquidity measures and projected liquidity also point to the fact that 
Alternative 2 would be a major improvement over the current situation as 
shown. 

(P) 

(Q) 

***LIQUIDITY*** 

CASH FLOW (Typical Year) 

Net Cash Farm Income (D) 
Nonfann Income (+) 
Net Cash Available (=) 
Family Living (-) 
Income Tax & Social Security (-) 
Cash Available For Principal Payments {=) 
Farm Interest Paid (+) 
Cash Avail. For Principal And Interest(=) 

Contract For Deed Payment 
Contract For Deed Payment 
Bank#l Non R.E. Payment 
Bank#l Non R.E. Payment 
Bank#l Non R.E. Payment 
Operating Loan Interest 

Total Scheduled Principal And Interest(-) 
Cash Available After Loan Payments (=) 

Annual Replacement (Mach,Equip,Br Lvstk) 
Farm Non R.E. Principal Paid 

(R) Cash Required For Replacement (-) 

(S) Cash surplus Or Deficit (=) 
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Base Plan Alt. 1 

1,516 
20,400 
21,916 
15,000 

655 
6,261 

21,891 
28,152 
26,230 

0 
3,951 

0 
0 

1,920 
32,101 
-3,949 

8,000 
2,511 
5,489 

-9,439 

7,050 
20,400 
27,450 
15,000 

2,276 
10,175 
18,319 
28,494 

0 
17,926 

0 
3,506 

0 
1,914 

23,346 
5,148 

8,200 
1,586 
6,614 

-1,466 

Alt. 2 

30,704 
0 

30, 704 
14,000 

4,037 
12,668 
19,081 
31,749 

0 
17,926 

0 
0 

4,799 
1,968 

24,693 
7,056 

8,500 
2,171 
6,329 

727 



LIQUIDITY MEASURES Base Plan Alt. l Alt. 2 

Cash Available For Principal Payments (P) 6,261 10,175 12,668 
Annual Farm R.E. Principal Payments (-) 7,699 3,441 3,441 

(T) Cash Available For Farm Non R.E. Debt (=) -1,439 6,734 9,227 
(U) Farm Non R.E. Debt To Be Served 12,000 16,000 21,900 

Years To Turnover Farm Non R.E. Debt (U/T) 999.0 2.4 2.4 

Surplus As% of Payments (S/ (Q+R)) -25.l % -4.9 % 2.3 % 
Cash Farm Expense As% Of Income (C/A) 97.B % 90.l % 69.2 % 
Farm Interest As% Of Value Of Prod. (G/0) 32.5 % 25.6 % 19.2 % 
Farm Debt Pay. As% Of Value Of Prod. 47.6 % 32.6 % 24.8 % 

Cash available for principal payments increases due to more income and 
reduced debt. Real estate payments decrease due to renegotiation of the 
contract for deed. Cash farm expenses decrease with Alternative 2, as does 
the amount of income going to interest payments. All of these are sound 
improvements over the current situation. Projected liquidity or cash flow 
capacity also points toward Alternative 2 as a good choice. 

Debt payments decrease and a cash surplus appears under Alternative 2. The 
solvency of John and Mary Jo's business also improves with Alternative 2. 

*** SOLVENCY *** 
BALANCE SHEET 

current Farm Assets 29,178 29,178 29,178 
Intermediate Farm Assets (+) 90,400 93,600 98,300 
Long Term Farm Assets (+) 187,200 187,200 187,200 
Nonfarm Assets (+) 22,000 22,000 22,000 

(V) Total Assets (=) 328,778 331,978 336,678 

current Farm Liabilities 13,250 13,250 13,250 
Intermediate Farm Liabilities (+) 12,000 16,000 21,900 
Long Term Farm Liabilities (+) 245,362 187,200 187,200 
Nonfarm Liabilities (+) 488 488 488 

(W) Total Liabilities (=) 271,100 216,938 222,838 
Net Worth (V-W) 57,678 115,040 113,840 

SOLVENCY MEASURES 

current Percent in Debt 45.4 % 45. 4 % 45.4 % 
current+ Intermediate Pct In Debt 21.l % 23.8 % 27.6 % 
Long Term Percent In Debt 131.1 % 100.0 % 100.0 % 
Nonfarm Percent In Debt 2.2 % 2.2 % 2.2 % 
Total Percent In Debt (W/V) 82.5 % 65.3 % 66.2 % 

NET WORTH CHANGE (Typical Year) 

Profit Or Loss -6,184 -650 23,004 
Nonfarm Income (+) 20,400 20,400 0 
Family Living (-) 15,000 15,000 14,000 
Income Tax & Social Security (-) 655 2,276 4,037 
Net Worth Change Per Year (=) -1,439 2,475 4,968 

11-10 



Total assets increase while total liabilities decrease, causing the total 
liability to asset ratio to decrease and putting the farm business in a 
stronger financial position. Net worth change per year becomes a positive 
with Alternative 2. 

Although all the numbers point to Alternative 2 as a good choice for John 
and Mary Jo, there are several other aspects to consider. Can they 
realistically determine whether they have the management skills to achieve 
the increased dairy and crop production, will their buildings support the 
extra cows, and can they successfully renegotiate the contract for deed? 
Were all the numbers from the data gathering process accurate? Are there 
better alternative plans than 1 and 2? How much risk is involved with 
Alternative 2 and are they willing to accept that risk? Will their 
creditors buy into the plan? The point is that you cannot rely totally on 
the numbers. You must consider realistically all other possible aspects of 
a farm business change and then realistically determine whether you can 
handle those many aspects. 

A Short-Run Farm Business Plan 

Determining Farm Business Structure 

When developing a short-run farm business plan or cash flow, you follow the 
same procedure you follow for developing a long-run plan. The only 
difference is that you focus on the next 1 year of business, not on a 
typical year sometime in the near future. You must establish personal, 
family, and business goals for the short-run. You must inventory all the 
productive assets and available labor at your disposal for conducting next 
year's business. It is critical that you also analyze any planning 
restrictions such as management capacity, government programs, the world 
agricultural commodity situation, etc. 

Follow the previous steps regarding data gathering with respect to crop, 
livestock, and livestock product income and all production expenses. Here, 
the only difference from long-run planning is that you can use current 
prices for inputs and sale prices. When projecting expenses such as 
repairs, depreciation, etc., use last year's cost as a base and adjust 
appropriately. If values for the previous year's expenditures for these 
items were unusually high or low, use a typical year value. 
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Identifying and Scheduling Income and Expenses 

Once you have gathered all expense and income figures, including government 
payments and PIC certificates, you must project as best you can which month 
the income and expenses will occur. Include all debt payments as well as 
any capital purchases and sales. Also include a payment for family living 
expenditures. This cash flow procedure can be done in many ways, such as 
on a hand calculated worksheet or by using FINFLO, a computerized monthly 
cash flow program and part of FINPACK, which is discussed in Chapter 9. As 
shown, cash inflow and cash outflow are allocated in FINFLO by month and 
totaled on the right-hand side of the printout. 

*** CASH INFLOUS *** 

Beg Cash Bal 

Milk 
Soybeans 
Feed Corn 
cull & Other 
Def. & Div. 
Other Fm Inc 

Other N·fann 
Total Inflow 

Jan 

BOD 
4262 

1700 
7212 

Feb 

SOD 
4262 

1700 
6462 

*** CASH OOTFLOUS *** 

Seed 
Fertil fzer 
Chemicals 
crop lnsur. 
custom Hire 
Purch. Feed 
Purch. Hay 
A.I. 
Veterinary 
Lstk Supply 
Lvstk. Hk.tg. 
Fuel & Oil 
Repairs 
Hired Labor 
Farm Taxes 
Farm Insur. 
Utfl ftfes 
Misc. 
Accounts Pay 

F6111. Living 
Inc & SS Tax 

Min End Bal 
Tot. outflow 

opr. surplus 

560 560 

66 66 
139 139 
160 160 
148 132 

600 
302 302 

945 

300 300 
168 168 

283 
1250 1250 

3200 
500 500 

3592 8604 

3619 ·2142 

Mar 

500 
4262 

450 
2128 
300 

Apr 

500 
3970 
9240 

450 

Hay 

500 
3823 

1700 1700 1700 
6023 9340 15860 

567 

66 
143 
165 
148 

302 

425 
300 
168 

1250 

500 
4034 

5306 

2786 
67S 

490 
2632 
2789 

555 543 
54 

64 61 
143 143 
165 165 
143 122 

600 
302 302 

90 

270 240 
168 168 

1250 1250 

500 500 
7020 10149 

8840 ·4126 

Jun 

500 
3676 

100 
1700 
5976 

524 

59 
139 
160 
117 

302 
45 

240 
168 
283 

1250 

500 
3786 

2190 

11-12 

Jul 

500 
3547 

900 

1700 
6647 

324 

524 

59 
139 
160 
151 

302 
45 

240 
168 

1250 

500 
3860 

2787 

Aug 

500 
3689 

450 

1700 
6339 

324 

536 

61 
139 
160 
139 
600 
302 
90 

945 

240 
168 

1250 

500 
5452 

887 

Sep 

500 
3831 

450 

100 

Oct 

500 
4045 

Nov 

500 
4189 

11330 
900 558 

3680 

1700 1700 1700 
6581 10825 18278 

541 

64 
134 
155 
143 

302 
90 

425 
330 
168 

1250 

500 
4102 

2479 

735 
490 662 
553 566 

66 69 
134 134 
155 155 
165 157 

600 
302 302 
135 45 

540 540 
168 168 
283 

1250 1250 

500 500 
4741 5881 

6084 12396 

Dec Total 

500 800 
4045 47600 

9240 
11330 
4608 
5808 
500 

1700 20400 
6245 100287 

3276 
3955 
2789 
735 

1152 
560 6589 

54 
66 768 

139 1664 
160 1920 
132 1696 

2400 
302 3620 

540 
1889 
850 

300 3840 
168 2010 

850 
1250 15000 

3200 
500 500 

3576 59298 

2669 40989 



The bottom line of the page shows the surplus or deficit resulting from the 
subtraction of cash outflows from cash inflows. In John and Mary Jo's 
case, there is a surplus that is then allocated for capital purchases, debt 
payments (principal and interest), and annual operating loan transactions. 

••• CAPITAL PURCHASES••• 

Jan Feb Har Apr Hay Jun Jul Aug Sep Oct Nov Dec 

Mach. Purch. 8500 
Tot. Cap Pur 8500 

*** LOAN PAYMENTS*** 

Con For Deed 26230 
Benk1 Non RE 1J76 1976 
Tot Loan Pay 1976 1976 26230 

surp. or Def 3619 ·2142 3331 340 -4126 2190 2787 887 503 6084 · 13834 2669 

*** ANNUAL OPERATING LOAN TRANSACTIONS & BALANCES*** 

Beg AO Bal 12400 10065 12207 9099 8850 12976 11004 8327 7524 7096 1083 14917 
AO Borrowing 2142 4126 13834 
AO Int. Pay 1284 223 91 218 110 83 75 71 160 
AO Prfn. Pay 2335 3108 249 1971 2677 803 428 6013 2509 

End AO Bal. 10065 12207 9099 8850 12976 11004 8327 7524 7096 1083 14917 12407 
Accrued Int. 101 88 11 
End Cash Bal 500 500 500 500 500 500 500 500 500 500 500 500 

Here, FINFLO lists, by month, any annual operating loan transactions as 
well as a monthly annual operating balance. The same procedure should be 
followed if your cash flow is done on a hand calculated worksheet. 

The last items on the FINFLO output are the adjustment for inventory, 
projected profit or loss, and the projected net worth change. 

The adjustment for inventory compares beginning and ending inventory values 
as a measure of change in the financial position of the business. 
Subtracting beginning inventory values from ending inventory values results 
in a figure that reflects a true projected change in the current financial 
position of the farm business. In this case, John and Mary Jo show a $+ 
1800 positive change in their current business position. By not adjusting 
for inventory values, one might sell off a large number of current assets 
or inventory, resulting in a positive cash flow but an eroded cash position 
from which to begin the next year's business. 
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Total 

8500 
8500 

26230 
3951 

30181 

2308 

12400 
20101 
2315 

20094 

12407 

500 



•- PROJECTED CHANGE IN CURRENT INVENTORIES*** 

Ending Ending Begin Begin 
Ccmnocli ty Inventory $/Unft Value Inventory $/Unit Value 

Corn Equivalents 5081 1.80 9146 4900 1.55 7580 
Hay Equivalents 74 80.00 5940 74 70.00 5180 
Silage Equivalents 160 17.00 2722 160 16.00 2560 
Soybeans 1480 6.50 9620 1410 4.61 6500 
CCC Feed Corn 3000 0.00 0 3000 0.00 0 
Dairy Steers 0 o,oo 0 6 125.00 750 

Prepaid Expenses & Supplies 0 0 
Accounts Receivable 3600 5808 
Other Current Assets 0 0 
Accrued Interest & Accts Payable (Beg) 0 (Ending) 850 

Subtotal A 31028 Subtotal B 29228 

Current Inventory Change CA·B) 1800 

*** PROJECTED PROFIT OR LOSS*** •- PROJECTED NET WORTH CHANGE•-

Gross Cash Farm Income 79087 
Cash farm Expense (Exe_ Int) (·) 40598 
Farm Interest Paid C·) 23495 
Net Cash Farm tlicome (=) 14994 
Current Inventory Change (+/·) 1800 
Estimated Depreciation <·> noo 
Projected Profit Or Loss <=> 9093 

Projected Profft Or Loss 
Nonfarm Income 
Family Living Expense 
Income Tax & Social Sec. 
Nonfarm Interest Paid 
Earned Net Worth Change 

9093 
(+) 20400 
(·) 15000 
(·) 3200 
(·) 0 
(=) 11293 

The projected profit or loss represents the return (positive or negative) 
to operator labor, management and the owner's equity or net worth for the 
period of time included in the FINFLO. It is a measure of the net income 
the farm operator and family is projected to receive in payment for their 
investment of time, management, and equity capital in the farm business. 
I 

The projected net worth change is a measure of progress made by the farm 
business. When the farm business is profitable the operator's net worth or 
equity in the business will increase. This is a healthy business position. 
If the net worth change is negative the business may not be profitable in 
the long-run and the operator spends his business equity or net worth to 
keep the farm business going. This situation is not a favorable one. 

Developing this monthly cash flow will enable you to evaluate how accurate 
your farm business plan projection is. Projected income and expenses can 
and should be monitored quarterly by comparing actual figures with those 
projected on the cash flow. Such an analysis will assist in determining 
whether any business adjustments are needed before the end of the year and 
it becomes too late to adjust. 
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Evaluating the Liquidity, Solvency, and Profitability of the Short-Run Plan 

The projected cash flow just described 
business liquidity for the next year. 
liquidity measures for the long-run plan. 

is a projection of your farm 
Analyze it just as we did the 

As with the long-run plan, do not rely totally on the numbers generated by 
hand or by computer. Assess all other aspects relating to the long-run 
plan as they relate to the short-run plan. 

11-15 



Bibliography: Whole-Farm Planning 

Boehlje, Michael D., and Vernon R. Eidmann. Farm Management. 
"An Overview Of Whole-Farm Planning." New York: John Wiley and 
Sons, 1984. 

Hawkins, Richard 0. Business Management in Agriculture, "Analyzing 
Business Adjustments: Whole-Farm Budgeting," Minnesota Farm 
Credit Services, 1986. 

11-16 



Farm Recordkeeping 

l 



Chapter 12 

FARM RECORDKEEPING 

Outline 

A. Definition of Recordkeeping 

B. Components of Recordkeeping 

C. Purposes of Recordkeeping 

D. Uses of Farm Records 

E. Types of Records Needed 

F. Selecting a Record System 

G. Organizing a Filing System 

H. Record/Documentation Requirements for Credit Renewal 

12-1 



FARM RECORDKEEPING 

Definition of Recordkeeping 

Farm recordkeeping can be defined as· an orderly system for maintaining an 
account of all farm business transactions. A recordkeeping system is more 
than bookkeeping, which is merely the mechanical routine of entering and 
totaling data. A good record system is an accounting system whereby you 
can specify what you want to find out about the business, collect the data 
needed, and then analyze and interpret those data. 

To be a good recordkeeper, you must be interested in the process, be 
motivated, pay attention to detail, know how the records will be used, have 
the ability to develop good recordkeeping habits, and have the ability to 
follow directions. 

Caution: A major pitfall of recordkeeping is accumulating too much data. 
Decide what you need to know about your business and then tailor the 
collected data to those needs. Keep only the records that you will use! 
Be certain they are complete and accurate enough to be useful. 

Components of Recordkeeping 

There are two general types of recordkeeping systems--enterprise records 
and a journal ledger system. In the enterprise system, information is 
recorded according to the enterprise involved (corn, dairy, etc.). One 
example of this system is the Minnesota Farm Account Book. In the journal 
ledger or transaction journal system, all income and expense transactions 
are listed in chronological order and then posted to a number of supporting 
reports. The enterprise system is the one most commonly used by farmers. 
The ledger system which ls much more complex, is used less frequently by 
farmers but is very common in commercial business and industry. 

Two additional aspects of recordkeeping that need to be considered are the 
accounting period and the accounting method. For the accounting period, 
you can select either a calendar year (January 1 to December 31) or a 
fiscal year (a 12-month period ending on any date other than December 31). 
Select the period that most accurately reflects a normal year's operation. 
the most frequently used period is the calendar year. For the accounting 
method, you can choose either cash or accrual. Under the cash method, 
income is reported in the year it is actually or constructively received 
and expenses are recognized in the year paid. This method is by far the 
most common and offers considerable flexibility for income tax planning. 
The cash method has the potential disadvantage of not showing a true income 
picture for a given year. For example, a grain farmer might sell the 
current year's crop and some of last year's crop, which has been held in 
storage, in the same tax year. All the income is reported in the current 
year even though the stored grain was produced in an earlier year. ·rn 
contrast, under the accrual method, income is recognized when the right to 
receive that income has been established. Expenses are deductible in the 
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year they actually were incurred, or obligated, regardless of whether 
payment has actually occurred. 

The fourth accounting issue is whether to use the single-entry or double
entry system. Simply put, in a single-entry system, a single entry is made 
to record each receipt or expenditure. In a double-entry system, two equal 
and offsetting entries are made for each transaction. Most farmers use the 
single-entry system. 

Purposes of Recordkeeping 

Farmers are facing some of the most difficult economic situations they have 
seen in many years. Profit margins are getting thinner, and being a good 
farmer is no longer enough. To be successful, a farmer must also be a good 
financial manager. One of the first requirements for being a good 
financial manager is keeping good records. Without proper records, many 
business decisions are made on gut feelings and emotions that can lead to 
foregoing more profitable opportunities. 

Good records are important in such areas as measuring production and 
financial performance, supporting loan requests, measuring the 
profitability of individual enterprises, developing sound marketing plans, 
analyzing assets, monitoring inventories, and completing tax reports. 

Uses of Farm Records 

As a service tool, farm records can be useful for: 

Maintaining or improving one's credit profile by documenting 
production and financial performance and building a support 
history upon which to base future business direction. 

Facilitating farm business arrangements by recording all 
legal transactions between business members, recording all 
legal documents such as leases and rental contracts, and 
maintaining adequate insurance records. 

Meeting legal requirements such as for filing income tax and 
social security reports, as well as other required documents. 

As a diagnostic tool, farm records can be used to: 

Identify business strengths by highlighting those items in 
the business that add to its success. 

Identify business weaknesses by pinpointing those aspects of 
the business that require adjustment or change to improve the 
overall success of the business. 

Control the present operation through maintenance of the 
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day-to-day records required to remain productive. Such records 
might include DHIA or sow herd records as well as the sources 
and uses of funds. 

As an indicator of progress, records can be used to: 

Ascertain financial progress by measuring the profitability, 
solvency, and liquidity of the farm business. Measuring 
financial progress may also involve comparing actual farm 
business performance against planned performance goals and 
comparing actual performance against standards for similar 
type and size operations. 

Ascertain production progress by monitoring production and 
marketing efficiency as well as by providing comparisons of 
actual performance with planned performance levels and with 
performance level standards for similar type and size 
operations. 

Records are also useful for both short- and long-run planning: 

Cash flow records facilitate the projection of a cash 
flow budget for short-run planning. Such records measure 
the business debt repayment capacity and the level and 
timing of credit needed for business operation. 

In the short run, records not only facilitate 
the development of a cash flow statement, but also aid in 
decisions regarding the purchase of inputs, costs of 
alternative inputs, and other credit needs. In the long-run 
one can analyze the kind and size of enterprises, the overall 
size of the business, whether full productive employment is 
being achieved, and the effects of business change such as 
enterprise changes, debt restructuring, etc. 

Types of Records Needed 

Inventory records are important for completing a balance sheet, determining 
amounts of feed for livestock, deciding on a crop plan, making marketing 
decisions, etc. Examples include: 

crops and feed (grown and purchased) 
livestock and poultry (breeding and market livestock) 
supplies on hand (fertilizer, chemicals, seed, veterinary 
supplies, buildings, fences, tile, etc.) 

Enterprise records may include the following items: 

type, amount, and price of inputs 
production levels (DHIA, sow records, crop yields, etc.) 
sales: amounts and prices 
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livestock numbers, births, deaths, transfers, identification, 
etc. 
feed utilization (DHIA, etc.) 
field history, including varieties, fertilizer, soil tests, 
weed problems, wet spots, pesticide applications (product, 
date, rate, and weather/wind conditions) 

If possible, labor utilization records should be kept by enterprise as well 
as for the total farm business. Such records are essential when completing 
tax reports and analyzing full employment criteria. Be sure to include: 

operator and family labor 
hired labor (full- and part-time) 
seasonal labor 
social security, taxes, and insurance 

Income and expense records should include all income and expenses on both 
an enterprise and whole-farm basis. 

Government transaction records must be accurate because more government 
payments are being made more frequently during the year. Be certain to 
list dates and dollar amounts for each transaction. Examples would be: 

set aside acres 
deficiency payments 
PIK certificate transactions 
loan and reserve transactions 
acreage res.erves 

Liability records should include loan number, if possible, security for the 
liability, principal amount owed, interest charge, annual principal and 
interest payment, if possible, and the termination date of the liability. 
Include: 

current, intermediate, and long-term liabilities 
borrowi~g transactions 
repayment transactions (both interest and principal) 

Internal noncash transfer records include such transfers as bull calves 
from the dairy operation to the dairy steer lot and soybean seed from grain 
to seed. List amounts (number of head, bushels, etc.) transferred as well 
as the date of the transfer and a dollar value for the items transferred. 

Land records include items such as: 

field maps 
rents received or paid 
taxes paid 
improvements (both depreciable or amortizable) 

Depreciation and other tax data records should 
dates, and descriptions of items in this category. 
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auto and truck (farm and home) 
power and machinery 
livestock equipment 
irrigation equipment 
buildings, fences, tiling, etc. 
livestock (breeding) 

Nonfarm assets/liabilities records include 
appliances, clothing, vehicles, stocks/bonds, 
against those assets. 

such assets as furniture, 
and corresponding liabilities 

Household/personal or familv living expense records include all those 
expenditures made to maintain a household and family. Items to include are 
discussed in Chapter 13. 

Selecting a Record System 

Criteria to consider in selecting a recordkeeping system include the 
following: 

Objectives of the farm business: how will the business change 
in the future, what enterprises will be involved, what will the 
size and scale of the business be? 

Needs from a farm record system: are you interested only 
in records for tax purposes, or will you need financial 
and production information, information by enterprises, etc.? 

Alternative farm record systems available: what is 
available, what costs are involved, what does the system 
deliver, and will it give you what you need? 

Capabilities of various farm record systems: is the system 
flexible and adaptable, is the information readily available, 
is the system too complex or too basic for your needs, etc.? 

Cost/investment/return: does the added cost of the system 
generate enough added return to result in benefit or is there 
added cost with no increased benefit? 

Detail: how much detail is involved in the system and is it 
more than you need? Keep only that information that is of 
benefit to you! 

There are three general types of record systems: 

Hand systems range from notebooks to the Minnesota Farm Account Book. 

A central computer system involves entering data on standardized forms, 
delivering them to a central processing location, and receiving in return a 
computer printout. Examples would include the Farm Bureau's system and 
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Farm Credit Services' Agri-Fax. 

An on-farm computer system may have either a host-dependent or stand alone 
micro-computer. The farm family can input data and generate an immediate 
printout. Examples include F.A.R.M., Red Wing General Ledger, and Great 
Plains. 

Organizing a Filing System 

Organizing a functional, orderly filing system is essential for supporting 
any recordkeeping system. The filing system should consist of five major 
sections, including a provision for handling mail, action files, a monthly 
bill payment procedure, a yearly storage system, and a permanent or 
historical file. 

Handling mail is the starting point in the process. 
Once the mail arrives, try to sort and deal with it 
immediately. If possible, sort your mail in the same 
location in your home or office each time. Sort the mail 
into one of five categories: newspapers, magazines, and 
other dated material; personal or family mail; bills 
that need to be paid; business correspondence; and junk 
mail. Read and then discard newspapers, magazines, and 
other such materials. File bills that need to be paid 
and business correspondence in the action file. Throw 
junk mail away immediately. 

Action files are frequently used files that need to be 
organized for easy and quick access. Possible categories 
for this file include bills to be paid, bank statements, 
balance sheets, cash flow statements, farm loans, government 
program transactions, and current inventories, to name a few. 
Once you decide what your list of topics will be, label file 
folders with those topics and place the folders in a file 
drawer in alphabetical order. One last folder you may wish to 
include is one labeled "filing," in which you can place items 
to be filed appropriately at a later time. Caution: Do not 
let overuse of this folder defeat the purpose of your action 
file system. 

A monthly bill payment system will help you with the important 
task of meeting your financial obligations. Remove the bills 
from the unpaid bills folder and pay them with a check, thus 
creating an automatic receipt. Avoid paying any bill with 
cash. Once you have written the check, address an envelope and 
mail the check. Place the receipt or invoice in one of twelve 
current monthly receipt folders, and your task is complete. 

On occasion, 
information. 
you can deal 

you will receive bills or other correspondence with 
Place these in a separate folder labeled "problem 

with them at a later time. 
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A yearly storage system is crucial, particularly for tax 
purposes. The system should include three segments. 
The first segment involves labeling folders for the four 
quarters of the tax year: January-March, April-June, 
July-September, and October-December, provided you are on 
a calendar year reporting schedule. 

The second segment involves labeling three folders for federal and state 
tax returns, depreciation schedule, and miscellaneous tax returns such as 
employee or truck taxes. 

The third segment should include other folders you think are necessary for 
your business. Possible topics may include balance sheets, cash flow 
statements, loan repayment records, tax deductible receipts, and record 
books. At the end of the tax year, pull all your receipts and invoices 
from your paid bill file and place them in the quarterly tax files. Put 
original copies of other records in the appropriate files within the yearly 
system. Once your yearly system is complete, place the entire file in a 
storage box, such as a cardboard bankers box with a cover, and place it in 
storage for 5 years. 

At the end of 5 years, sort through your yearly file boxes. Discard any 
unnecessary records. Keep and file in your permanent file those records 
you need for future reference. To help with this process, Figure 12 .1 
lists what you should keep and for what length of time. This is only a 
suggested list; before you discard any material, check with your 
accountant, attorney, or tax preparer. 

An alphabetical permanent file system will complete your 
filing system. The permanent file system should be used 
for information that must be kept for more than 1 year, 
such as tax returns, record books, loan information, and 
insurance policies. Because of the importance of the 
material in this file, store it in a fireproof cabinet. 
Organize your file using an alphabetical listing of file topics 
or heading titles. Headings might include such items as 
agricultural programs, bank (including all loan transactions), 
crop production, depreciation, insurance policies, livestock, 
machinery, taxes, and wills. This is only a partial list. 
You will need to develop a list that fits your situation. 

You may want to include subheadings under each major heading. An example 
might be: 

Heading: crop production 

Subheadings: 

- budget 
- chemicals 
- fertilizer 
- field records 
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- grain sales 
- seed purchases 
- soil maps 
- soil tests 

As with any filing system, you will need to sort through and discard 
unnecessary material periodically as your file storage area fills up. Use 
caution when discarding material, but do not get caught in the trap of 
keeping material you may never need. Check with your accountant, attorney, 
or tax preparer. 
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Figure 12-1. Guidelines for Keeping Farm Records. 

Years to be retained 
after closing date 

Cash Records 
Bank statements ••.•. 
Duplicate deposit slips. 
Bank reconciliations 
Cancelled checks •• 
Drafts paid .•..• 

Sales Records 
Cash receipts journal or sales journal 
Sales invoices •.. 
Sales correspondence . 
Sales tax returns .••. 

DfsburseEnt Records 
Cash disbursements journal or purchase journal 
Expense account analysis. 
Employee travel expense reports .•.•.••. 

Payroll Records 
Payroll tax returns •..•• 
Individual employee earnings 
Time cards and time sheets 
Payroll journals •• 

General Ledger . .... . 
Financial Statellents 
Year-end audit reports .•• 
Monthly statements and other 

internal financial reports 

Corporate Records 
Certificate of incorporation 
Charter and bylaws ••••. 
Stockholders' records •... 
Minutes ••.•••..•.. 

records 

Federal and State Incme Tax Retums 
Inventories 
Year-end listings, cost records, etc .• 

Retinsent Plans 
Participants accounts .....••..• 
General ledgers and financial statements 
Correspondence, etc. 
IRS approval letter .•••..••.•• 

Other Records 
Deeds • • . • • • • • • • • . • • 
Contracts, agreements, and leases. 
Cancelled notes and mortgages. 
Law correspondence . 
Fixed asset records ...•••.. 
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5 years 
3 years 
3 years 
5 years 
3 years 

5 years 
5 years 
3 years 
5 years 

5 years 
3 years 
3 years 

5 years 
6 years 
3 years 
5 years 

Permanent 

Permanent 

3 years 

Permanent 
Permanent 
Permanent 
Permanent 

Permanent 

3 years 

Permanent 
Permanent 
5 years 
Permanent 

Permanent 
20 years after termination 
6 years after cancellation 
20 years 
Permanent 
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Record/Documentation Requirements for Credit Renewal 

If you are an established borrower with a given creditor, requirements for 
you may be less than for new borrowers. Documentation required of an 
established borrower includes: 

A balance sheet completed and signed by you. Be prepared 
to explain all the data on it. 

A cash flow statement completed by you. Be prepared to 
explain where the numbers come from.and what they mean. 
It would be a good idea to take supporting documents 
along to verify production levels and prices. 

A machinery list, which must be current and, if at all 
possible, list a fair market value, not depreciation 
schedule value, for each item. If such a list is not 
available, take your depreciation schedule. 

All rent and lease contracts. Be prepared to explain your 
rent and lease arrangements. 

Other appropriate records, including supporting records such 
as DHIA records, Schedule F's, financial and production 
histories, and your net worth change history. 

Family living expenses, which is the amount required for your 
family to live during the next year. It would be beneficial 
to have a family account in which all purchases are recorded 
by check. Having such an account makes family living very 
easy to justify, not in terms of the amount spent, but in 
terms of what was included in your family living expenditures. 

If you are a new borrower with a given creditor, you will have to supply 
more information, especially in regard to your past business performance. 
You may be required to supply all the items listed above plus your Schedule 
F's for the past 3 years as well as copies of any land contracts/leases you 
may have. 

The keys to credit renewal (or any credit dealings, for that matter) are to 
be orepared and to anticipate what the creditor may require. Be open and 
honest, but be firm and ready to logically and factually defend your 
position. 

As a borrower, know that your legal an financial obligations are in each of 
these situations: (a) before a spouse co-signs a farm loan for the first 
time, (b) before a parent co-signs a farm loan, (c) or when your creditor 
requests additional collateral 
on a given loan. 
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Spouse co-signs: 

do they have assets in their name only, i.e. inheritance, 
previous marriage, etc. 

if spouse is employed off the farm can their wages be garnisheed 
to pay a debt. 

Parent co-signs: 

when a parent co-signs, all their assets are pledged as 
collateral. 

- a farming child's 
that loan maybe 
because the parent 

farm loan may have seriously deteriorated, but 
allowed to continue to deteriorate further 
has pledged their assets 

Request for more collateral: 

pledging additional collateral increases the risk of mare asset 
loss, i.e. loss of more assets, loss of bankruptcy exemptions. 

- pledging additional 
decision, i.e. is 
survive and repay 
restructured? 

collateral must be a sound management 
the farm business profitable enough to 
debt, or should the business loans be 

12-13 



' ' , 

Bibliography: Farm Recordkeeping 

Freeman, Mervin L. Selecting A Farm Record System, Minnesota, University 
of Minnesota, 1980. 

Jorgensen, Ann, Julianne Anderson, and Janice Geiken, Put Paperwork In Its 
Place: A Quick and Easy Guide To Farm Filing. Illinois, Wallace
Homestead, 1983. 

Luening, R. A., and R.M. Klemme. Selecting A Farm Business Records 
System, Wisconsin, University of Wisconsin, 1982. 

Wittman, L, R, Business Management in Agriculture. "Selecting and 
Implementing a Farm Record System.• Minnesota, Farm Credit 
Services, 1986. 

12-14 



I 

i 

Farm Family Financial Management 

' 
.. --= 
ii 
!l -



Chapter 13 

FARM FAMILY FINANCIAL MANAGEMENT 

Outline 

A. Family Financial Management Is Important 

B. Allocation of Income 

C. Cash Flow 

D. Estimated Expenses 

E. Cash Living Expenses Categories 

F. Cash Investment and Other Family Living Expense 

G. Savings Set Aside 

H. Value of Farm Produce Used 

I. Total Family Living Allocation 

J. Allocation Worksheet 

K. Matching Income and Expenses 

L. Summary 

13-1 



FARM FAMILY FINANCIAL MANAGEMENT 

Financial management is the process of managing the resources of the 
family. This task becomes difficult for many individuals and families when 
the family and the business are closely tied together. It is particularly 
difficult when the timing and the amount of income are unknown. 

For many farm families, income has varied over the past few years. For 
many, money resources left over after farm business expenditures were 
allotted for family living expenses. Families who cannot make ends meet 
often drop essential items such as medical care and insurance protection. 

Family Financial Management Is Important 

When family income fluctuates, it is important for families to develop a 
recordkeeping system and a spending plan based on a determination of 
essential family needs. Gaining control of small sums of money increases 
the chance for effective resource management while at the same time 
increasing self-esteem. When individuals and families feel in control of 
their financial situation, confidence increases. Increased self-confidence 
and stronger decision making skills can strengthen management of the total 
farm and family operation. 

Another reason to focus on family financial management is that family 
living expense records are necessary for other financial matters, including 
income tax preparation and for the FINPACK program. Still a third reason 
for financial management is that doing it as a family can provide an 
opportunity for young family members to learn financial skills. 

There are four basic ideas related to financial management. 
include: 

These ideas 

- Financial management must be learned. We do not have enough 
resources to satisfy all our wants; rather, we have to make 
choices. The way in which we make these choices is influenced 
by our families, friends, and personal experiences. 

- Financial management must be practiced. Our habits influence 
our choices. To feel satisfied and in control of 
our financial situation, we must examine the choices we 
make and change our behavior when necessary. 

- Financial management is a family affair. Communication about 
needs, wants, and goals is a key to effective family financial 
management. Discussion about future goals and plans needs to 
include all family members. 

- There is no right or wrong way to handle financial management. 
Each individual has values and goals that they want to achieve 
with current and future resources. Whatever the method of 
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managing finances, there is no "right" way for all families. 
Working toward possible changes concerning goals and resources 
will help in the whole process of financial management. 

Allocation of Income 

Families must decide on the method they are going to use to allocate income 
for family living expenses. Some families allocate a percentage of farm 
income. It is then up to the family to live within that amount. 

Others transfer a fixed amount per period, usually each month or some other 
agreed-upon timing. For this system to succeed, the fixed amount needs to 
satisfy the needs and wants discussed by most family members. 

Some families use only off-farm income. This amount could be a pooled 
amount with several members contributing to family living expenses. 

Still other families have no idea what their family living costs are. They 
just spend as needed. Families who use one checking account for both 
business and family expenses and do not keep records will have a difficult 
time making some decisions about family living costs. When there is not 
enough income, a plan helps direct the limited resources to meet the most 
important goals established by the family. 

Cash Flow 

Cash flow is matching income with expenses. For farm families, as for 
other self-employed people, cash flow management can be a challenging task. 
The family's income and cash flow management can be influenced by both the 
timing of the income and the amount of the income. The difficulty of the 
cash flow process depends on how these concepts come together for each 
family. 

When both the timing and the amount of income are known, as with a regular 
paycheck, cash flow management is comparatively easy. Families with off
farm income allocated for family living expenses have this situation. 

The timing of the income can be known but the amount may be variable. This 
situation is usually fairly easy to manage, especially if the income amount 
allows for some flexibility. 

Then there can be constant income, but the family does not know when they 
will receive it. Income like this results when the price is per job or by 
the hour with no guarantee of how long a job may last or how many jobs can 
be completed. This combination is often difficult to manage. Irregular 
income with a variable amount is the hardest to manage. Such a situation 
requires planning and management on a continual basis because of the 
constant change involved. 
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Estimated Expenses 
Irregular income along with competing financial needs and goals for the 
family can create management problems. This problem can be simplified if 
it is broken down into smaller parts. The first step is to determine 
expenses. 

You can use the accompanying worksheet whether or not you have records. 
Use it as a guide to help you think through what current family living 
expenses you have. You will be able to leave some categories blank because 
they will not be pertinent to your situation. Specific detail for each 
category has been included to help jog your memory. Researchers in family 
recordkeeping indicate that the more detail you have, the easier it is to 
estimate expenses. · 

Use the worksheet to estimate what you spend for family living. If you 
have no recordkeeping system, you may have to reconstruct records to 
determine previous spending amounts. This can be accomplished by reviewing 
checking account registers, previously paid bill receipts, and tax records. 
If you primarily used cash, you will have to estimate previous spending. 
Record these monthly amounts for family 
living expenses on the worksheet. Then multiply the monthly amount by 12 
to obtain yearly expenses. If you have yearly expenses, use only the 
yearly column. 

If you have records and know what your expenses are (rather than having to 
estimate them), find the matching categories and record your expenses. If 
you have expenses for which there no categories, use the miscellaneous or 
other lines provided on the worksheet. Cross out any category that does 
not pertain to your situation and write in your own category. Make · the 
worksheet personal to your situation. You may want to use this worksheet 
as a guide and create your own pages in your record book. 

If you have some records and not others, use your records and estimate the 
rest of your expenses. Your goal is to get a family living figure that is 
as accurate as possible. A credit card section is included for your 
convenience. If your family purchases most things with credit cards, you 
may find it easier to use the credit card section. Be careful not to 
record things twice. For example, if you purchase a garment at a store 
with a credit card, record the purchase in only one place, either in the 
clothing section or the credit card section. 

Families that keep separate accounts for family and farm will find planning 
for family living expenses somewhat easier than will families that do not 
have separate checking accounts or do not keep family and business records 
separate. 

Ask yourself what percentage of your family living expenses can be 
supported from farm income and what percentage from other sources. Only 
you can think through these questions and find an answer for your family 
and your current situation. 
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Cash Living Expenses Categories 

This section includes the family living items that generally are paid for 
through cash outlays. It also includes items that entail both personal 
(family living) and business components but are paid in one bill (i.e., 
electricity, telephone). You may not have expenses in all these 
categories, but reviewing them will help you think through the process. 

Food: All food consumed by family members at home, school, or away from 
home. Your grocery store expenses may include costs for beer, cigarettes, 
and personal care and household operating items, such as laundry soap, 
toilet paper, etc. Generally, such items account for 20-25 percent of the 
total grocery store bill. It would be best to change the category to 
grocery bill if you want to record all i terns in only one place. Meals 
eaten out are recorded here rather than in the entertainment section. 

Clothing: Outerwear, underwear, nightwear, hosiery, footwear, hats, 
gloves, accessories, sport garments, rental clothing. Care costs include 
all costs for care of clothing purchased, such as dry cleaning. 

Health: Costs for insurance premiums. This cost may be a part of a 
nonfarm or business employee's benefits and be deducted from the paycheck. 
Care costs include eye care (glasses, exams, etc.), drug/medicine 
(prescription and nonprescription), hospital/doctor/chiropractor costs not 
covered by insurance, dental costs, ambulance fees, health costs not paid 
by insurance, and any deductible amounts not paid by insurance). 

Household repair and supplies: 
supplies such as paper towels, 

Operating equipment, repair on 
cleaning supplies, and laundry. 

appliances, 

Rent: House or mobile home rent and any costs associated with a mobile 
home such as lot rental. 

Giving: Contributions (money spent for religious, educational, medical, 
political, and social welfare groups such as church, 4-H, scouts), gifts 
(presents for special occasions), and special events (money spent by family 
members to attend special events such as weddings, birthdays, proms, and 
confirmations, etc.) 

Personal care: Haircuts, hygiene needs, and toiletries. 

Personal spending: Allowances, unaccounted personal funds. 

Child care: Direct costs for day care or any care in or out of the home. 

Extended family support: Alimony (payment to former spouse), child support 
(payments for children living with former spouse or someone else), parental 
and other adult support, and legal fees (all legal costs pertinent to the 
family such as for wills, divorces, adoption costs). 

Education: Preschool, elementary, high school, and post-high-school 
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expenses for all items of an educational nature such as books, tuition, 
magazines and newspapers, records, tapes, tutors, book rental, music 
lessons, and instrument rental. 

Recreation and entertainment: Costs for purchase or rental of equipment 
such as VCRs; lecture, theater, or sports tickets; club dues; purchase of 
games, supplies, liquor, beer, tobacco. 

Vacation and leisure: Costs 
well a11 personal interests. 
fishing. 

incurred away from work, such as for trips as 
Costs for licenses such as for hunting and 

Nonbusiness housing utilities: Telephone expenses that are nonbusiness, 
heating costs for oil, gas, wood, and other uses of electricity used in the 
home, other uses of electricity (including nonfarm air conditioning), 
garbage expenses (cost of having garbage and debris hauled away, or dumping 
costs, if you haul it yourself), and water purchased for the family's use. 

Nonbusiness motor vehicle(s): 
inst.lrance, etc. 

Gas, oil, tires, repairs, licenses, 

Personal share of other farm expenses: Postage for nonbusiness use, 
property and liability insurance, a portion of property taxes and a portion 
of consumer durable items like mini bikes, three-wheelers, ATVs, computers, 
etc., used by family members for nonbusiness. 

Family debt: Outstanding credit card balances, loans for durable goods 
such as appliances or automobiles, home improvement or new house loans. Do 
not record these debts in any other category. For example, record a car 
loan either here or in the auto purchases section, not in both. 

Miscellaneous: Costs not recorded previously. 

Other: Use these categories so you can personalize your expenses. You may 
have items not included above that you want-to include. 

Cash Investment and Other Family Living Expense Categories 

In this section include any direct purchases or loans that you have for 
furnishings, appliances, home improvements, mortgages, and vehicles. 

Household furnishing and appliances: Direct purchase only, or the portion 
you are paying on a loan for these items. 

Household improvement or new house: All cash costs incurred for improving 
of property or the annual amount for any mortgages. 

Auto purchases: 
loans. 

Cash payments, sales tax, and time payment(s) for auto 

Life insurance: Premium costs. Life insurance used to cover high business 
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debt and for estate tax purposes 
basically a family living expense. 
it is not a tax deductible item. 

is included here even though it is not 
It is included in family living because 

Retirement investments: Mutual funds, IRAs, Keogh plans, etc., set aside 
for retirement. These are investments that you do not plan to cash in 
order to be used for current spending. 

Social Security tax: Costs for social security. 

Income tax: Taxes paid to the state and federal government. 

Savings Set Aside 

Farm families need emergency funds as much or more than other families. 
Savings (emergency funds) are used to pay the deductible amount on 
insurance policies, if needed. The tighter and more pressed the financial 
situation of the family is, the greater is the need for an adequate 
emergency fund. The less liquidity the family business has, the greater is 
the need to cover emergencies for family living. Investment savings is 
also included here because it is not a current cash outlay, but a 
futuristic purchase. Included here would be savings certificates, bonds, 
stocks, treasury bills, etc. 

Value of Farm Produce Used 

If your family consumes any of your farm produce, you need to include that 
cost in order to determine what portion of farm inputs supports family 
living. This item is included because many farm records include it in 
family living costs. Another reason it is included is to help a farm 
family understand the value obtained from the business. 

Total Family Living Allocation 

This figure represents the amount that would be allocated for consumption 
and savings for family members. This would be a base amount that your 
family needs to support its current lifestyle. 

If moving is a possibility for your family, other costs would be added to 
this allocation. Such costs would include housing (structure) costs, 
unless you included a new house in your current cash investment. Short
term costs such as moving expenses and job search costs would also be 
included. 
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PERSONAL/FAMILY LIVING EXPENSE AND ALLOCATION WORKSHEET 

CASH LIVING EXPENSES 

Food: Purchased (groceries) •••••••••••••••• 

Meals eaten out .......................... . 

School lunch •••••••••••••••.••••••••.••••• 

Clothing: Purchases •••••••••••••••••••••••• 

Care costs ••.•••••••.•••••••••••. 

Health: Insurance ......................... . 

WEEKLY 

Care costs •••••••••••••••••••••••••••••••••• 

Household repair and supplies ••••••••••••••• 

Rent •••••••••••••••••••••• • • • • • • • • • • • • • • • · • • • • • • · • • • • 

Giving: Contributions •••••••••••••••••••••• 

Gifts ••••••••••••••••••••••••••••••••••.•••• 

Special events ............................. . 

Personal care . ............................. . 

Personal spending . ......................... . 

Child care . ................................ . 

Extended family support . ............................ . 

Education •••••••••••••.•••••••••••••••••••••••••••••• 

Recreation and entertainment .••••.••••••••••••••••••• 

Vacation and leisure ••.•••••••••••••••••••••••••••••• 

Nonbusiness housing utilities: Telephone •••••••••••• 
Heating ••••••.••••••• 
Electricity ..•••••••• 
Garbage •••••••••••••• 
Water (if purchased). 

Nonbusiness motor vehicle(s): operating & ownership 
(gas, oil,.license, insurance, repairs) •••••••••••• 

Personal share of other general farm expenses 

Family debt: 

Person/Company 

-----------------···················· .................... -----------------
-----------------···················· .................... -----------------

.................... -----------------
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Miscellaneous . ........................... . 

Other ..•.•.•.••...•.•...•.••••...••••...•• 

Other ••...•..•••..••.•..••••••••••••••.••• 

WEEKLY MONTHLY 

*TOTAL CASH FAMILY LIVING EXPENSES (A)$ __ (A)$ __ _ 

CASH INVESTMENT AND OTHER FAMILY LIVING EXPENSES 

Household furnishings and appliances and 
replacement ••••••••••••.•••••••••••••••••••••.••••• 

Household improvements or new house or 
replacement ••.•••••••••.••.••••.••...••••.••••••••• 

Auto purchases and replacement ..•...•..•.•.•.•..••••• 

Life insurance .. .................................... . 

Retirement investments (IRA, Keogh) •.•••••••••••••••• 

Social security tax •.•••••.•••••••••.••••••••••..•••• 

Income tax •.• , •••••••••••••••••••••••••••••.••••••••• 

*TOTAL CASH INVESTMENT AND OTHER FAMILY LIVING 
EXPENSES.................. . • • • • • • • . • . • . . . . • • . • • • • • . (B) $ 

SAVINGS SET ASIDE 

'Family living emergencies •••.••••••••• ,, •••• ,, .• ,, .•• 

Investments ......................................... . 

*TOTAL SAVINGS SET ASIDE •.••••••••••••••••.•.•.•••..• (C) $ 

VALUE OF FARM PRODUCE USED 

Milk, meat, fish, eggs, vegetables and fruit ••••••••• 

*TOTAL VALUE OF FARM PRODUCE USED •••••.•..••..•..•.••• (D) $ 

TOTAL FAMILY LIVING ALLOCATION (A+ B + C + D) •••.••• 

Date 

----

----

----

YEARLY 

(A)$ __ 

(B)$ __ _ 

(C)$ __ 

(D)$ __ 

----------
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Matching Income and Expenses 

Keeping an accurate accounting of family living income and expenses is a 
very important process. Establishing family living cash flow means that 
family living income and expenses are matched based on the income and outgo 
of financial resources. Separating farm and family expenses and 
establishing family living cash flow offer both a challenge and an 
opportunity for your family. 

The accompanying chart can help you match income with outgo so cash flow 
can be controlled. In the example below, the family decided to allow 
$1,200 a month for family living expenses. Last month they spent $80 more 
than they had available, so that amount is subtracted to get the total 
available for expenses this month. Next the family keeps track of the 
expenses for the month and spends and saves $1,090 for the month, leaving 
$30 to be added to the next month's allocation. The more uneven your 
monthly allocation is, the more important it is to track your spending and 
saving closely. 

Month 

Example Jan. Feb. Mar. Apr. May June 
Allocation $1,200 
Other Income 
Previous balance (- )+ - (80) 
Total available 1,120 
Expenses from 

worksheet 1,090 

Balance $ 30 

July Aug. Sep. Oct. Nov. Dec. 
Allocation 
Other Income 
Previous balance (- )+ 
Total available 
Expenses from 

worksheet 

Balance 

To continue this process of matching income and expenses, ask your 
family the following questions: 

o What is the total amount we need for family living each month? 
o Are there places where we could reduce expenses in order to meet 

current obligations? List possible reductions. 
o How can we better time large expenses such as health insurance or 
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loan payments based on the timing of our income throughout the 
year? 

o What can we do to match income with outgo in order to create a 
family living cash flow? 

o What changes in lifestyle could we make within the family that 
relate to financial management? 

Summary 

Having a plan is important! The spending plan is like a road map. 
It can tell you where you are, where you have been, and how to move 
ahead. A plan can help you outline the total financial picture of 
your family situation. 

Because household expenditures are small when compared to the total 
farm operation, many individuals think that keeping track of family 
living income and expenses is unimportant. But doing so can help a 
family gain a sense of control over its financial situation. 
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Accrued Interest: Interest earned or due but not yet paid or collected. 

Acquisition Cost: The price paid by an owner for any property at the time 
of purchase, usually referring to property used over an extended or 
indefinite period. 

Acreage Reduction Program (ARP) : A program that requires a farmer to 
reduce the amount of a crop planted below base acreage to qualify the crop 
for price supports and target prices if such a program is in effect. 

Advance Payments: Payments made in advance of the time that data are 
available to compute the exact program benefits. 

Agribusiness: Firms engaged in production and distribution of agricultural 
supplies and equipment or in the marketing, processing, or distribution of 
agricultural commodities. 

Agricultural Policy: A broad term used to encompass those government 
programs that most directly affect the prices and incomes received by 
farmers. 

Amortization Period: The period of time over which the principal of a loan 
is repaid. 

Annuity: A fixed sum payable periodically, usually for life. 

Asset: Anything having value and owned or controlled by a business or 
individual. 

Balloon Payment: A lump sum payment of principal due at the end of a 
contracted period of time. The contract can be renegotiated or the buyer 
seeks out a new source of credit. 

Bankruptcy: 
opportunity 
parties. 

Legal process by which a borrower (individual) is afforded an 
to effectively settle hisjher debts for the protection of all 

·Chapter 13: A section of the bankruptcy law specifying a legal procedure 
which determines the process by which individuals and small businesses 
with less than $100,000 in debt may "rehabilitate" their financial 
situation. Few farms fall under this category. 

Chapter 12: New section of bankruptcy law (effective 11/29/86) which 
specifies the legal procedure for family farm to reorganize or dispose of 
debt. Many technicalities, procedures and rules will not be available 
until further work, court cases and court rulings are made. Many 
provisions are in effect only until 1993. 

Chapter 11: A section of the bankruptcy law specifying a legal procedure 
which allows borrowers to put off creditors and foreclosure and gain 
access to new credit provided the business can be "reorganized" to once 
again meet its financial obligations. A five year business plan to meet 
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the obligations 
bankruptcy court. 
7's. 

to the secured creditors must be approved by the 
Eighty to eighty-five of chapter 11 's become chapter 

Chapter 7: A section of the bankruptcy law in which assets of a borrower 
are sold. Secured creditors then recovered their proportion of the total 
debt. Unsecured creditors divided up the balance of the proceeds if 
there are any. This generally is the end of the business (liquidation). 

Beneficiary: One for whose benefit a trust is created. The person to whom 
a policy of insurance is payable. 

Biotechnology: The science or study of biological systems of practical or 
industrial improvement. 

Blended Credit: A financing plan for export sales in which a government 
credit guarantee, or government credit at lower interest rates, is blended 
with regular commercial credit to provide lower interest rates and more 
favorable terms for foreign buyers. 

Capital Asset: An item owned by a business which is typically held for 
more than a year. This might include breeding livestock, machinery, land, 
etc. 

Capital Gains: When property is sold for more than the owner paid for it, 
the difference between the purchase price and the sale price, after all 
expenses are paid, is called the capital gain. 

Carryover: The supply or volume of a farm commodity not yet used at the 
end of a marketing year. It either continues to be stored or is used 
during the following marketing year. Carryover may be referred to as the 
end of year stocks. 

Cash Flow Statement: A summary of the period-by-period income, expenses, 
borrowings and payments in the operation of a business or family. Often 
reflects the projected and actual events of a business' financial 
transactions. 

Cash Operating Expense: All annual inputs purchased during the year, such 
as seed, fertilizer, chemicals, fuel, repair, rents, taxes, interest, hired 
labor, cost of feeder livestock, etc. 

Cereal Grains: 
rye. 

Grains used for human food, for example, wheat, rice, or 

Check-Off: A program by which a small amount of money per-unit of product 
is deducted at time of sale from the proceeds of a farm commodity, usually 
by the first buyer, to support research or promote sales of that product. 

Clear Title: After 1986, buyers of agricultural commodities are cleared 
from liability on liens against commodities bought from farmers unless 
buyers have been given direct notice of those liens or the information is 
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available through a state registry system. 

Coalition: A combination of organizations and groups working together to 
influence a single piece of legislation or government decision. 

Commodities: Broadly defined, any goods exchanged in trade, but the term 
usually refers to widely traded raw materials and agricultural products 
such as wheat or corn. 

Commodity Credit Corporation (CCC): Federal agency responsible for making 
loans to farmers for products stored for future sale and for disposal of 
products forfeited by farmers. 

Communication: The g1.v1.ng and receiving of information, signals, or 
messages by talk, body language, gestures, writing, etc. 

Comparative Advantage: The situation that arises when a farm or a country 
produces and sells the goods and services that it can produce at relatively 
low cost and buys the products and services that others can produce at 
relatively less cost, the central concept in modern trade theory. 

Conflict: A disagreement or opposition of interests, 
' 

ideas, values, 
viewpoints, etc. 

Conservation Reserve: A program in which owners receive annual payment for 
retiring highly erodible land from crop production and planting it to grass 
or trees for a period of years. 

Considered Planted: In calculating base acreage, land is considered 
planted to a program crop if it was used for conservation acreage under an 
acreage reduction or set-aside program, if the producer was prevented from 
planting the crop because of drought, flood, other natural disaster, or 
other condition beyond the control of the producer; or acreage planted to a 
nonprogram crop is planted on land permitted to be planted to the program 

·crop, and any acreage on the farm that the Secretary of Agriculture 
determines is necessary to be included in establishing a fair and equitable 
crop acreage base. 

Contract for Deed: Legal agreement between the buyer of property (usually 
real estate) and the previous owner stipulating the terms of the sale 
including principal and interest payment schedule. The buyer will receive 
the deed to the property upon full payment of the contract. 

Cooperative: A form of business owned by the customers. There are many 
types of farmer-owned cooperatives that provide supplies and services or 
buy and sell agricultural commodities. The Capper-Volstead Act of 1922 
exempted cooperatives from restrictions of the antitrust law and 
established government support and assistance to farmer cooperatives as a 
national policy. 

Corporate Farm: A farm business that is legally incorporated under state 
law. The stock may be held by a farm family, closely held and not 
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available for public purchase, or it may be listed on a public stock 
exchange. The term may be used incorrectly in reference to large farm 
operations, which are in fact sole proprietorships or partnerships. 

Co-Signature: Signature required when there is joint ownership or when a 
second party signature is required by a creditor for loan purposes. 

Cost-Of-Production: The average amount, in dollars-per-unit, spent to grow 
or raise a farm product, including all purchased items and sometimes 
including allowances for management and use of land owned by the farm 
operator. The cost may be expressed in units of a bushel, pound, ton, or 
per-acre, depending on the product involved. 

Cost Sharing: The practice of the government sharing the cost of certain 
farm practices with the farm owner or operator in certain farm conservation 
programs. 

Crop Acreage Base: As defined in the Food Security Act of 1985, the 
average number of acres planted and considered planted to a program crop 
for harvest in the previous five years. Where the program crop was not 
grown on the farm in each of the previous five years, the law provides for 
procedures to develop a crop acreage base for that farm. 

Crop Insurance: A program operated or insured by the Federal Crop 
Insurance Corporation in which farmers can purchase insurance against crop 
disasters. The producers pay about 70 percent of the cost, and the 
government pays about 30 percent of the total program costs. 

Cross-Compliance: The requirement that the farmer meet program provisions 
for other major crops grown if the farmer wishes to participate in a price 
support program and qualify for price support and loan in that program. 
(Also see OFF-SETTING COMPLIANCE.) 

Current (Liquid) Assets: Property easily converted to cash within one year 
- examples - money in savings or checking, feed, livestock held for resale. 

Current Liabilities: Liabilities to be paid in one year or less - examples 
- bills, taxes. 

Dairy Price Support Program: The program established by Congress in the 
Agricultural Act of 1949. From 1949 until 1981, milk prices were supported 
by law at 75 to 90 percent of parity. Since 1981, Congress passed several 
bills that have set lower minimum support prices for milk. Prices are 
supported by government purchases of manufactured dairy products to 
maintain the minimum price for milk established by Congress. 

Debt Servicing: Expression indicating the amount of debt to be paid in a 
given year and the ability of the business to meet these repayment demands. 

Debt Structure: The distribution of current, intermediate and long term 
liability as compared to current, intermediate, and long term assets. 
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Deficiency Payments: Federal government funds paid to farmers when farm 
prices are below the target price. The payment rate is determined by 
taking the difference between the target price and the average price 
received by farmers for the marketing year, or the average price for the 
first five months of the marketing year, or the loan rate depending upon 
the commodity, and the determinations of the Secretary of Agriculture. The 
total payment is determined by multiplying the payment rate times the 
acreage base times the program payment yield. (Also see TARGET PRICE.) 

Demand Loan: A loan that is judged as being substandard (an unsafe or 
unsound investment) by an auditor or examiner because of poor repayment, 
lack of collateral or high risk. 

Depreciation: The loss in value of fixed assets such as machinery and 
buildings over a period of time - usually one year. 

Depreciation Schedule: Listing of items of property which tend to decline 
in value. Such a schedule is required for income tax purpose. 

Disaster Payments: Federal government payments to farmers participating in 
certain government programs when the farmers are prevented from planting 
their crop or when their crop yields are abnormally low. Under the 1985 
farm bill, the Secretary of Agriculture is required to make such payments 
in areas where federal crop insurance is not available. He may also make 
such payments if crop insurance is inadequate, or when he determines that 
such payments are necessary in order to avert an economic emergency. 

Disposable Income: Earnings available to be spend, invested, or saved 
after deductions of all direct taxes on those earnings. 

Diversion Payment: Payments made to farm owners and operators for 
diverting land from certain crop into conservation uses. 

Diverted Acres: Under acreage reduction programs, those acres that are 
taken out of production and diverted to some conservation use. 

Economic Decisionmaking: When a resource (money, time, human energy) is 
distributed among many different and competing goals. 

Emergency Loans: 
programs, usually 
natural disasters. 

Loans made to farm producers under emergency credit 
for conditions resulting from drought, floods, or other 

Enterprise: 
business. 

A particular type of crop or livestock raised by the farm 

Equity: The net worth of an individual farmer or business firm, the net 
value of property after all debts are deducted. 

European Economic Community (EEG): The federation of twelve European 
countries organized to promote economic growth and trade between the member 
countries: Belgium, Denmark, France, Greece, Great Britain, Ireland, Italy, 
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Luxembourg, Netherlands, Spain, Portugal and West Germany. 
Portugal joined the EEC in 1986. 

Spain and 

Exchange Rate: The rate at which the currency of one country can be 
exchanged for the currency of another. 

Export Allocations or Quotas: Specific restrictions or target objectives 
on the value or volume of exports of specified goods imposed by the 
government of the exporting country. 

Exports: The goods, services, and products that are sold to buyers in 
foreign countries. 

Export Subsidy: A government grant made to a private enterprise to 
facilitate exports. In Europe, it is often termed restitution. 

Family Farm: A farm on which a family provides most of the labor, 
management decisions, and operating capital. The land may be owned, partly 
owned, or rented. Some economists estimate that most family farms would 
have annual sales between $40,000 and $200,000. 

Family Living Expenditures: Those expenditures which maintain the health 
and well-being of the family unit. Such items include housing, food, 
clothing, medical payments, insurances, etc. 

Farm Acreage Base: The total of crop acreage bases on the farm. In 1987 
and later years, the farm acreage base will include all crop acreage bases 
plus the average acres planted to soybeans in 1986 and later years and the 
average acreage devoted to conservation uses in 1986 and later years. 

Farmer-Owned Reserve (FOR): A program of long-term CCC loans for wheat and 
feed grains that is intended to stabilize prices and hold reserves for 
times of short production. Under the program, farmers who place their 
grain in storage receive an extended nonrecourse loan for three to five 
years. Interest on the loan may be waived, and farmers may receive annual 
storage payments from the government. The farmer cannot take his grain out· 
of storage without penalty until the market prices reach a specific 
"release price". At that point, the farmer may decide to remove his grain 
from the reserve, but is not required to do so. In an emergency, the USDA 
can require repayment of the loans. The program was first established in 
the 1977 Food and Agriculture Act and was extended with modifications in 
1981 and 1985. 

Farm Plan: A description of the combination of crops and livestock to be 
grown in the coming year or years. 

Federal Crop Insurance: A voluntary program, available to farmers since 
the 1930's, that was revised under legislation passed by Congress in 1980. 
At present, farmers pay about 70 percent of the cost, and government pays 
about 30 percent. 

Feed Grains: Those grains, or coarse grains, most commonly used for 
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livestock or poultry feed. Corn, grain sorghum, oats, and barley are the 
primary feed grains produced in the United States. 

Fiduciary: A person having a duty to act primarily for another's benefit. 
A "fiduciary relationship" is a relationship between parties founded upon 
trust and confidence and requiring complete good faith. 

Financial Statement, Balance Sheet, Net Worth Statement: Three terms all 
used to describe an inventory of assets and liabilities using assigned 
values at any one point in time. 

First Mortgage: Mortgage giving the mortgage holder the first right to 
receipts from the sale of property. 

Fiscal Policy: Policy, made by Congress and the executive branch, which 
deals with the amount of money expended and the amount of revenue raised by 
the federal government. 

Fixed Costs: Those costs that are not affected by a present decision. 
They result from past decisions and are not changed by current decisions. 

Food Security Act Of 1985: The comprehensive farm bill that replaced the 
Agriculture and Food Act of 1981 and that sets United States farm policy 
through September 30, 1990. 

Foreclosure: Liquidation (sale) of the borrower's assets in the event of 
mortgage default. (Can be forced by the lender or agreed upon by both 
parties). 

Free Market: A market in which prices are set by competitive forces 
without direct government influence. 

Free Trade: A theoretical concept to describe international trade 
unhampered by governmental barriers such as tariffs, quotas, and embargoes. 

Full Employment: Terms used to indicate that the farm business is of 
sufficient size and type to make full use of the labor available. 

General Accounting Office (GAO): An agency of Congress that investigates 
the operations of various programs and the expenditure of appropriated 
funds. Most investigations are conducted at the reques't of congressional 
committees or individual members of Congress. 

General Agreement on Tariffs and Trade (GATT): A multilateral pact 
subscribed to by 87 countries that together account for more than four
fifths of world trade. The primary objective is to liberalize world trade 
and place it on a secure basis, thereby contributing to worldwide economic 
growth and development. GATT is the only multilateral agreement that sets 
down rules for international trade. Headquarters for the organization that 
enforces the agreement is in Geneva, Switzerland. 

Goals: A position, destination, or end that one strives to attain or 
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achieve. 

Gramm-Rudman-Hollings: An act passed in 1985 that specified rules for 
moving toward a balanced budget through systematic cuts in federal 
expenditures. Provisions of the Gramm-Rudman-Hollings Act could lead to 
sharply reduced farm program expenditures as long as the federal budget 
deficit remains. 

Gross Farm Income: The total cash income received from the sale of farm 
products during a given year. 

Highly Erodible Cropland: As defined in the Food Security Act of 1985, 
land that is in cropland use and is classified by the Soil Conservation 
Service as class IV, VI, VII, or VIII under the land capability 
classification system in effect at the time the law was enacted. 

Horizontal Integration: Situation where the farm operator expands hisjher 
operation by adding more land or facilities for the production of more of a 
given product or products. 

Import Quota: The maximum quantity or value of a commodity allowed to 
enter a country during a specified period of time. 

Import Quotas : 
United States, 
to protect the 

Quotas placed on the import of certain products. In the 
there are import quotas on sugar, beef, and dairy products 

markets of domestic producers. 

Imports: The goods, services, and products that a country buys from other 
countries. 

Interest: The price paid for the use of money or credit. 

Intermediate Asset: Property less easily converted to cash , generally a 
useful life of one to seven years - examples - machinery, breeding stock, 
(i.e. chattel property). 

Intermediate Liability: Liabilities to be paid over a 1-7 year period
examples - chattel loans. 

International Commodity Agreement: An understanding, formally accepted by 
the principal exporters and importers, regarding international trading of a 
raw material, and usually intended to affect its price. 

International Trade Barriers: Regulations used by government to restrict 
imports from, and exports to, other countries. Examples are tariffs, 
embargoes, import quotas, and unnecessary sanitary restrictions. 

Intestate: Without making a will. A person who dies without a will. The 
intestate succession laws are those which provide for the disposition of 
estates of persons who die without disposing of their estates by will 

Inventory: Goods awaiting sale. Goods in the process of production or 
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goods to be consumed directly or indirectly in production. 

Joint Tenancy: An estate held by two or more persons in which the entire 
estate belongs to the survivors on the death of another owner. The co
owners are called "joint tenants," 

Judgment: 
bill goes 
notice, 

A legal document enacted by a person/firm owed a bill when the 
unpaid. A judgment is filed with the county and is for public 

Liability: (Debt) obligations owed to another - examples - outstanding 
bills, loans, mortgages, etc. 

Life Estate: An estate in land or interest in a trust whose duration is 
limited to the life of the person holding it or of some other person. The 
holder of a life estate is called a "life tenant." 

Line of Credit: An agreement between a creditor and customer whereby the 
lender agrees to lend the borrower funds up to an agreed maximum amount. 
This is usually for use as "operating" or "working" capital. 

Liquidity: A measure for the cash flow strength of a business or the 
ability of a business to meet it's financial obligation in a timely manner. 

Loan: Agreement or contract in which the lender agrees to let the borrower 
use an asset (usually money) for a period of time in return for an interest 
fee and future repayment. 

Loan Deficiency Payment: The difference between the loan repayment rate 
and the rate at which the loan was obtained when a marketing loan is in 
effect. This term may also apply to a situation whenever the secretary 
lowers the formula-determined loan rate up to an additional 20 percent for 
wheat and feed grains as he did in 1986. In such a case, payments must be 
made to producers 'in order to provide the same return as if the loan rate 
had not been reduced. 

Loan Forfeiture: The forfeiting of commodities placed under loan instead 
of repaying the loan in cash. 

Long Term Asset: Property not easily converted to cash, with a useful life 
of over seven years - example - real estate (land and buildings). 

Long Term Liability: Liabilities to be paid over an 8-40 year period
example - real estate loans. 

Market-Oriented Farm Policy: A policy with an objective of letting prices 
be set primarily in a public market rather than by government actions. 

Market Price: The amount received or paid for a unit of a commodity. Most 
market prices of farm commodities are quoted in bushels, pounds or hundred 
pounds, tons, or dozens. 
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Marketing Board: A central government authority in certain foreign 
countries that directs all purchases and sales of a given commodity in both 
the domestic and foreign markets. The management of exports is the most 
frequently performed function of a marketing board. 

Marketing Orders and Agreements: Federal government regulatory programs 
that permit agricultural producers collectively to promote orderly 
marketings of a crop or commodity. Orders and agreements are requested by 
producers and issued by the Secretary of Agriculture. To go into effect, 
an agreement or order must be approved by producers in a referendum, 
usually by a two-thirds majority. The marketing order permits producers to 
join together to regulate marketing of the commodity by means of regulatory 
restrictions binding on all handlers of the commodity in the area covered 
by the order. Such restrictions may involve packing standards, grades, 
size, price and limitations on quantities shipped or marketed. Agreements 
may be issued in conjunction with orders or may be issued without orders. 
If issued without orders, there are less restrictions on marketing 
procedures and only apply to those producers or handlers who agree 
voluntarily to enter into the agreement with the Secretary of Agriculture. 

Marketing Quota: The quantity of a crop that will provide adequate and 
normal market supplies at the national level. This quantity is translated 
into acreage or individual farm marketing quotas based on a farm's previous 
production of that commodity. For marketing quotas to be in effect in the 
past, producers had to approve by a two-thirds majority in a referendum. 
When it is in effect, a producers cannot market more than his quota without 
penalty. A poundage quota may apply as well as an acreage allotment for 
certain tobaccos. 

Marketing Year: The period of twelve months beginning at the start of 
harvest of a crop and extending to the same time in the following year. 
The marketing year for wheat, oats, and barley begins on June 1 and extends 
through May 30 the following year. Beginning with 1986, the marketing year 
for corn, grain, sorghum, and soybeans is from September 1 through August 
31. 

Milk Assessments: Deductions from dairy farmer milk checks to finance 
special federal government supply reduction programs. 

Milk Diversion Program: The program passed by Congress in 1983 by which 
milk producers could receive direct payments by agreeing to reduce 
production in their herds between January 1, 1984 and March 31, 1985. 

Milk Marketing Orders: The programs covering much of the fluid milk 
marketed in the United States, fixing minimum prices that buyers must pay. 

Monetary Policy: Policies carried out by the Federal Reserve Board to 
influence the supply of money and the rate of interest. 

Moratorium on Foreclosure: A right granted to the borrower to postpone 
foreclosure proceedings for a specified period of time. 
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Mortgage: An instrument by which the borrower gives the lender a lien on 
real estate as security for a loan. 

Mortgage Loan: 
estate loan). 

A loan secured by a mortgage on real estate (i.e. real 

National Weighted Average Market Price: The average price received by 
producers for a commodity, taking into consideration the amounts marketed 
at different prices and at different locations. 

Net Farm Income: Is normally defined as the residual income available 
after paying cash operating expenses and making proper adjustment for 
inventory changes and changes in value of capital items. In effect it is 
the return to operator, labor, management and net worth. 

Net Worth: The difference between the value of assets and the value of 
liabilities (i.e. Owners value or equity; what you are worth). 

Nonrecourse Loans: Price support loans to farmers to enable them to hold 
their crops for later sale. The loans are nonrecourse because if a farmer 
cannot profitably sell the commodity and repay the loan with interest when 
it matures, the commodity for which the loan was advanced can be delivered 
to the government in full settlement of the loan. The farmer can redeem 
his commodities by paying off the loan with interest. 

Off-Setting Compliance: The requirement that if a 
participate in a program for one farm, he must also 
provisions for other farms that he owns or operates. 
COMPLIANCE) 

farmer wishes to 
meet the program 
(Also see CROSS-

Operating Loan: Loan made to finance day-to-day operation of a farm 
business; generally less than 12 months in duration. Example - used to pay 
for seed, fertilizer, etc. in spring and repaid when crop is harvested or 
sold. 

Paid Diversion Program: 
in return for diverting 
conservation use. 

A program that provides direct payments to farmers 
a specified amount of acreage of certain crops into 

Parity: A relationship that defines a level of purchasing power for 
farmers equal to an earlier base period. The base period as defined by law 
and used in calculating parity prices is 1910-14. Rather than using the 
technical definition above, some farmers think of parity as simply "a fair 
price plus a reasonable profit." 

Parity Price: The price for a commodity that would give it the same 
purchasing power that it had in the base period. 

Payment-In-Kind (PIK): A program that provides payment to farmers in the 
form of commodities for reducing acreage of certain crops and placing that 
acreage in conservation uses. The term may also apply to export 
enhancement programs or other programs in which payments are made in the 
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form of commodities. 

Percent in Debt: Dollar value of total liabilities divided by 
of total assets times 100 - also known as debt to asset ratio. 
every dollar owned that is owed to someone else. 

dollar value 
The part of 

Personal Property: 
improvements thereon. 

All property other than real estate and the 

Price Supports: Government programs that aim to keep farm prices from 
falling below specific minimum prices. Most price support programs are 
carried out by providing loans to farmers so that they can store their 
crops during periods of low prices, making direct purchases of certain 
commodities, or making direct payments under certain conditions. 

Principal: The actual sum of money owed to a creditor. 

Production Control Programs: Any government program intended to limit 
production. At various times these programs have been called acreage 
reduction, reduced acreage, set-aside, diverted acreage, acreage 
allotments, marketing quotas, PIK, and soil bank. 

P & L (Profit and Loss) Statement - A record of actual income and expenses 
relating to the operation of a business; a summary of the transactions of 
the inventory must be adjusted for. Sometimes referred to as "Operating 
Statement" or "Income Statement 11

• 

Profitability: A measure of the profit producing capability of a business. 

Program Benefits: The various forms of financial assistance available to 
those farmers who sign up for and agree to comply with the requirements of 
government farm programs. These benefits may include eligibility for CCC 
loans, deficiency payments, diversion payments if offered, and disaster 
payments under certain circumstances. 

Protectionism: The setting of customs duties or quotas high enough either 
to limit foreign imports or to raise their prices sufficiently to enable 
relatively inefficient domestic producers to complete successfully with 
foreign producers. These barriers "protect" domestic producers from lower 
priced foreign goods. 

Real Property: Real estate or land and the improvements thereon. 

Real Rate of Interest: The rate of interest earned after deducting the 
average rate of inflation. 

Recourse Loan: A loan in which commodities could be 
which would have to be repaid in cash rather 
commodities permitted under a nonrecourse loan. 

used as collateral 
than delivering 

but 
the 

Restructuring Debt: 
comparable classes 

Redistribution of debt so 
of assets. Often involves 

as to be proportional 
reamoritizing a loan 

to the 
over a 
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longer repayment period or renegotiating the terms of the repayment 
possibly including interest rate changes. 

Risk: The chance one takes when becoming involved in a given enterprise. 
Risks may include variations in price and yields as well as those financial 
risks associated with the use of debt capital. 

Salvage Value: The market price that an owner could receive for any 
property already being used in production, if it were offered for sale. 
Such a value is usually less than acquisition cost. 

Second Mortgage: Mortgage giving the mortgage holder the second right to 
the receipts from the sale of the property after the first mortgage holder 
has been satisfied. 

Security/Collateral: Specific property that a borrower pledges to fulfill 
the obligation of a loan. 

Social Decisionmaking: When the 
conflict between two or more people. 

situation involves a value or 
Goals result from the process. 

role 

Sodbuster Bills: Bills introduced in Congress designed to prevent the 
plowing up of rangeland and the planting of grain crops. The Food Security 
Act of 1985 had sodbuster provisions that restricted plowing up of highly 
erodible land for crop production and required approved soil conservation 
plans on highly erodible land in crop production in order to be eligible 
for government farm program benefits. 

Solvency: The comparison of assets and liabilities and is expressed as net 
worth. Solvency measures the financial health of a business. 

Strategic Planning: Taking an overall longer term look at the future of a 
farm business in such a way that through a series of decisions and actions, 
personal, family and business objectives will be more fully achieved. 

Support Price: The minimum price of a commodity, such as milk, which the 
government will maintain for producers through various programs. In the 
case of milk the government purchases excess dairy production in order to 
maintain a minimum price. 

Swampbuster Bills: Legislation that places restrictions on the draining of 
natural wetlands for crop production. 

Target Price: The price level of a commodity, such as milk or corn, which 
the government has determined is the market price producers should receive. 
This is accomplished through deficiency payments if the market price does 
not reach the targeted price level for supported commodities. 

Tariff: A tax on imports; the rate at which imported goods are taxed. 
Sometimes tariff refers to a list or schedule of articles of merchandise, 
with the rate of duty to be paid to the government for their importation. 
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Tenancy in Common: An estate under which two or more persons own undivided 
portions of a common piece of property without any element of survivorship. 

Trade Barriers: Means of preventing or slowing the import or export of 
commodities by raising the tariff or imposing other restrictions that 
reduce the flow of goods in international trade. Such barriers may include 
tariffs, embargoes, import quotas, and unnecessary sanitary restrictions. 

Trade Deficit: The amount by which a country' s imports of goods and 
services exceeds its exports. 

Trust: An arrangement by which management, control and legal title to 
property are placed in the hands of one person for the benefit of specified 
beneficiaries. A "living trust" is created by an agreement with the 
trustee and is operative during the settlor's life. A "testamentary trust" 
is created by the settlor's will. 

Trustee: The person, bank or trust company that manages a trust. 

Unilateral: An action by a country acting alone and no dependent or 
conditional on any action by another county, 

Unsecured Loan: Loan, often accounts payable, to suppliers 
creditors who do not hold a security interest in any property. 
feed, seed, fertilizer bills; signature note). 

and other 
(Examples: 

Value Added Exports: Products that have undergone some phase of processing 
before being exported. Soybean meal and oil are value added exports, 
whereas raw soybeans are not. 

Values: A value is a viewpoint, opinion, belief, or feeling that is held 
in high regard by an individual. 

Variable Costs: Those costs that can be influenced by current decisions. 

Vertical Integration: When a farm operator or other business person 
becomes involved in more than one phase of the production, processing and 
marketing of a farm product. 

Will: A revocable instrument by which a person makes a disposition of his 
property to take effect after his death. 
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Chapter 15 

WEIGHTS, MEASURES AND CONVERSIONS 

Outline 

A. U.S. Customary Weights and Measures 

B. Metric and U.S. Equivalents 

G. Measurement Formulas 

D. Weights of Common Feeds 

E. Shelled Corn Conversion Factor 

F. Computing Corn Yields 

G. Safe Gorn Storage Periods 

H. Conversion Bushels by Volume to Bushels by Weight 
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J. High Moisture Shelled Corn and Ground Ear Corn Cylinder (Silo) 
Capacities 

K. Annual Payments per $1 of Loan at Given Interest Rates and Maturities 
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WEIGHTS, MEASURES AND CONVERSIONS 

U.S. Customary Weights and Measures: 

Linear Measure: 

12 inches 

3 feet .. 

5 1/2 yards 

40 rods .. 

8 furlongs. 

Area Measure: 

144 square inches 

9 square feet 

30 1/4 square yards 

160 square rods 

1 acre .. 

640 acres 

1 foot 

1 yard 

1 rod 

1 furlong 

1 mile 

1 sq. foot 

1 sq. yard 

1 sq. rod 

1 acre 

. - 43.560 sq. ft . 

1 sq. mile 

Liquid Measure: 

1/16 pint 

4 ounces. 

4 gills 

2 pints 

1 quart 

1 quart. 

4 quarts. 

31 1/2 gallons. 

Dry Measure: 

2 pints 

1 quart 

1 ounce (oz) 

l gill 

1 pint 

1 quart 

57.75 cubic 
inches 

32 ounces 

1 gallon 

1 barrel 

1 quart 

67. 2 cubic 
inches 

1 mile square 1 section 8 quarts ....... - 1 peck 

6 miles square. 

1 township ... 

Cubic Measure: 

1,728 cubic inches. 

27 cubic feet. 

128 cubic feet. 

231 cubic inches. 

2,150.4 cubic inches. 

(land) 

1 township 4 pecks. 

36 sq. miles 1 bushel 

1 cubic ft. Avoirdupois weights: 

1 cubic yd. 16 .drams 

1 cord (wood) 16 ounces. 

- 1 gallon 100 pounds 

1 bushel 20 cwt 
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1 bushel 

32 quarts 

1 ounce 

1 pound 

1 cwt. 

1 ton 



Metric and U.S. Equivalents: 

Length: 

1 inch 2.54 centimeters 

1 inch 25.4 millimeter 

1 foot - 0.3048 meters 

1 meter. 3.28083 feet 

1 yard 0. 9144 meters 

1 meter. 1.09361 yards 

1 mile 1.609347 kilometer 

1 kilometer. 0. 62137 miles 

Capacity - Liquid: 

1 fluid ounce ... - 29.57 ml. 

1 cup. 

1 pint 

1 quart. 

1 gallon 

1 liter. 

Capacity - Dry: 

1 quart. 

1 liter. 

1 peck 

Mars - Avoirdupois: 

1 pound. . 

1 kilogram 

236.6 ml. 

473.2 ml. 

0.94633 liters 

3.78533 liters 

0.26418 gallons 

- 1.1 liters 

0. 908 quarts 

0.1135 pecks 

- 0.45359 kilogram 

2.20462 pounds 
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Measurement Formulas: 

Circumference of circle 
3.1416 x diameter, or 
22 x diameter 

7 

Area of a circle -
.7854 x diameter 
x diameter 

Area of a rectangle 
length x width 

Area of a triangle -
.5 x base x altitude 

Area of curved surface of 
cylinder (like a silo) -
3.1416 x diameter x height 

Volume of a cylinder -
.7854 x height x diameter 
x diameter 

Volume of a sphere -
.5236 x diameter x 
diameter x diameter 

Volume of a pyramid -
1/3 x area of base 
x altitude 

Volume of a cone 
(like a pile of grain) -
.2618 x height x diameter 
x diameter 



WEIGHTS OF COMMON FEEDS 

Weight 
of 1 Weight 
quart to of 1 Pounds 
nearest bushel per 
quarter (approxi- cubic 

Feed pound mate) foot 

Barley 1 1/2 48 39 
Alfalfa feed 3/4 25 20 
Beet pulp (dried) 1/2 19 15 
Brewers' grains (dried) 1/2 19 15 
Buckwheat 1 1/2 50 40 
Buckwheat bran 1 29 23 
Charcoal 1/2 20 16 
Corn, husked, ear 70 28 
Corn, cracked 1 1/2 so 40 
Corn, shelled 1 3/4 56 45 
Corn meal 1 1/2 so 40 
Corn-and-cob meal 1 1/2 45 36 
Cottonseed meal 1 1/2 48 39 
Cowpeas 2 60 48 
Distillers 1/2 19 15 
Fish meal 1 35 28 
Gluten feed 1 1/4 42 34 
Grain sorghum 1 3/4 56 45 
Linseed meal (new process) 1 35 28 
Meat scrap 1 1/4 42 34 
Molasses feed 3/4 26 21 
Oats 1 32 26 
Oats, ground 3/4 22 18 
Oat middlings 1 1/2 48 39 
Peanut meal 1 29 23 
Rice bran 3/4 26 21 
Rye 1 3/4 56 45 
Soybeans 1 3/4 60 48 
Tankage 1 1/4 40 32 
Velvet beans, shelled 1 1/2 60 48 
Wheat 2 60 48 
Wheat bran 1/2 19 15 
Wheat middlings, standard 3/4 26 21 
Wheat screenings 1 32 26 
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NO. 2 SHELLED GORN EQUIVALENT BUSHEL WEIGHT AND CONVERSION 
FACTOR FOR DIFFERENT MOISTURE TESTS. 

Moisture 
Content 

11% 
12% 
13% 
14% 
15% 
16% 
17% 
18% 
19% 
20% 
21% 
22% 
23% 

Wt. one 
Bushel 

53.17 lb. 
53.77 lb. 
54.39 lb. 
55.02 lb. 
55.67 lb. 
56. 33 lb. 
57. 01 lb. 
57. 71 lb. 
58 .42 lb. 
59 .15 lb. 
59. 90 lb. 
60.67 lb. 
61.45 lb. 

Conversion 
Factor 

1.05 
1.04 
1.03 
1.02 
1.0 
1.0 

.98 

.97 

.96 

.95 

.93 

.92 

. 91 

Moisture 
Content 

24% 
25% 
26% 
27% 
28% 
29% 
30% 
31% 
32% 
33% 
34% 
35% 
36% 

Wt. one 
Bushel 

62.26 lb. 
63.09 lb. 
63.95 lb. 
64.82 lb. 
65.72 lb. 
66.65 lb. 
67.60 lb. 
68.58 lb. 
69. 59 lb. 
70. 63 lb. 
71. 70 lb. 
72.80 lb. 
73.94 lb . 

Conversion 
Factor 

. 90 

.89 

.87 

.86 

.85 

.84 

.83 

.82 

.80 

.79 

.78 

. 77 

.76 

To convert a known quantity of 
standard moisture of 15 1/2%. 
factor for the given moisture. 

shelled corn at any given moisture content to 
Multiply the known quantity by the conversion 

2900 bu. 24% Moisture - 2900 x .90 - 2610 bu. 15 1/2% Gorn 
7170 lb. of 34% Shelled Gorn - 7170 x .78 - 5594 lb. of 15 1/2% Corn. 

To convert a known weight of shelled corn to standard 15 1/2% moisture, 
divide the known weight by the weight of one bushel for the moisture content 
of corn. 

17000 lbs. of 25% moisture corn - 17000 - 269.5 bu. 15 1/2% Corn 
63.09 

COMPUTING CORN YIELDS 

Row Width 

20" 
28" 
30 11 

32" 
34 11 

36" 
38 11 

40 11 

Amount to Husk for 1/100 

To compute yield, multiply the weight of the 
100 and divide by the pounds per bushel 
percentage. 
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Acre 

Drilled or Hill-Dropped 

262 feet in a row 
186 feet in a row 
174 feet in a row 
163 feet in a row 
154 feet in a row 
145 feet in a row 
137 feet in a row 
131 feet in a row 

corn from the above check by 
as determined by moisture 



Safe Corn Storage Periods* 

Storage Air Corn Moisture Content 
Temperature 15% 20% 25% 

75 F 116.0 days 12.1 days 4.3 
70 155.0 16.1 5.8 
65 207.0 21. 5 7.8 
60 259.0 27.0 9.6 
55 337.0 35.0 12.5 
50 466.0 48.0 17.0 
45 725.0 75.0 27.0 
40 906.0 94.0 34.0 
35 1,140.0 118.0 42.0 

*Based on 1/2% dry matter decomposition 

Reference: Agricultural Research April 1968 

(Wet Basis) 
30% 

days 2.6 
3.5 
4.6 
5.8 
7.5 

10.0 
16.0 
20.0 
25.0 

Note: Grain deterioration is accumulative. Use of the above 
table should accumulate percentages of the safe storage 
period used. 

days 

Example: Assume corn was harvested at 25% moisture and allowed to 
set in a truck overnight (12 hours) before unloading. Assume the 
average grain temperature in the truck was 70 F. The corn was then 
placed in holding bins equipped with a cooling fan. Assume the bin 
was cooled down to 40 F in 2 days. Approximately how long can the 
corn be held at 40 F without excessive deterioration? 

,5 day or 9% of the safe storage time was used setting in the truck 
5.8 days 

2 days or 
12.5 days 

16% of the allowable time was used during the 2 days of 
cooling (assuming 55 F average temperature during 
cooling) 

Thus 16 + 9 or 25% of the safe storage period was used in unloading 
and cooling the corn. 

Thus 75% of 34 days or 25 days of safe storage remain. 
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FACTOR FOR CONVERSION OF BUSHELS BY VOLUME TO BUSHELS BY WEIGHT 

Test Weight of 
One Bushel 

(Pounds) 

64 
62 
60 
58 
56 
54 
52 
50 
48 
46 
44 
42 
40 
38 
36 
34 
32 
30 
28 
26 
24 

Wheat, & 
Soybeans 

1.07 
1.03 
1.00 

. 97 

.93 

.90 

.87 

.83 

.BO 

.77 

.70 

.70 

.67 

.63 

.60 

Shelled Corn 
Grain Sorghum, 
Flax, & Rye Barley 

1.07 
1.04 
1.00 

.96 

.93 1.08 

.89 1.04 

.86 1.00 

.82 .96 

.79 .92 

.75 .87 

. 71 .83 

.68 .79 

.64 .75 

Oats 

1.37 
1. 31 
1.25 
1.18 
1.12 
1.06 
1.00 

.94 

.87 

.81 

.75 

Multiply bushels by volume by conversion factor to obtain corrected 
bushels by weight. 

Example: 200 vol. bu. of 52# Corn - 200 x .93 - 186 bu. standard 
weight corn. 

320 vol. bu. of 36# Oats - 320 x 1.12 - 358.4 bu. standard 
weight oats. 
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SILO °CAPACITIES 

Ce111 !lllag• C.m S1109■ Hayla.u• IMllki C■,11 r ... , Shelletl Orewnll la, Tani OnwAd 
s1 .. Cwltlc ft. 72% M. H"faM. SD% M. 21% .M. lu. 21"' M. C,m 21%,•M lat C,m 

. lw. Cern 21 "-' M. 

12x30 3 390 70 60 42 2 413 79 1 •93 ~" 
·12x35 3 955 88 75 52 2 815 93 1 0 ". 
12x40 4.520 106 90 63 3 218 106 2 124 96 
12x45 5 085 126 107 75 3 620 119 2 389 1 
12x50 5 650 147 125 88 4 022 132 2 655 !?Q 
12x55 6215 162 138 97 A A04 145 2 _, "' 
1Ax30 46?0 96 8? ., • 108 ? "" "" 
14x35 5390 119 101 71 3 832 126 2 0 11• 
14x40 6 160 145 123 87 4 o79 1A4 ? " "' 14x45 6930 171 145 102 4 927 162 ' •.. 147 
l4x50 7.700 200 170 120 5474 180 3 614 164 
1Ax .... • 464 230 196 138 6021 198 3 976 180 
l4x60 9 ?4n 260 271 156 6 •68 216 4 ?10 I 

16x40 8,040 190 162 114 5720 188 3776 171 
l6x45 9.045 225 191 135 6 435 211 4 248 192 

-1ox--.11 10050 265 225 159 7 150 235 4.720 214 
16x .... 11 055 306 260 183 7 865 258 5 192 235 
16x60 1~060 345 293 207 8 580 282 5 664 256 
16x65 13,065 391 332 235 9 295 ' 305 6 136 277 

18x40 10 160 240 206 144 7 240 238 4779 216 
18x4"' 11 444 285 245 ,• 171 8 145 268 5176 ?40 
18x50 12 700 330 284 198 904? 297 5 974 270 

X ,987 380 327 228 9 954 ,-,7 6 571 297 
X 0 "4□ 430 370 258 10859 ~ 7 168 324 
X '10 4H3 415 289 11 .764 7 76• 351 
X 0 7.780 539 464 323 12 669 416 8,362 378 

20x40 12 560 295 254 177 8 938 294 5 900 267 
20x45 14.130 350 301 210 10 05~, 6,637 300 
20x50 15.700 407 350 244 11 172 7-u!:I 334 
20x55 17270 468 402 280 1·, '""89 404 8 112 367 
20x60 18 840 530 456 318 13 407 441 8,850 401 

x6< 410 -'93 •10 """ 14-~-.r4 4,, a t=.97 434 
20x70 21,980 660 568 396 15,641 514 10,325 467 

22x50 19000 492 423 295 13 518 444 8 923 404 
X ,aon 486 339 141,uo 489 9 6 444 
x6n •oo 640 550 384 16,Tl"2 533 10,708 485 

22x65 24 700 716 616 429 ,, 4 577 111,Qo 
22x70 36 600 790 679 474 18 926 , " 12 493 ..... 
24x50 22 600 583 501 349 16 088 529 10620 481 
24x55 24 860 673 579 · 403 17 697 582 11791 529 
2.4x60 27 120 760 654 456 19 305 634 12 743 577 
24x65 29 380 855 735 513 20 914 687 13,815 625 
24x70 31 640 948 815 568 3 740 14 877 6n 
24x75 33 900 1 040 894 624 24 132 793 15 939 721 
24x80 36.160 1 137 978 682 25741 846 17 002 769 

30x50 •5 300 913 785 547 25 160 827 16.606 751 
30x55 38 885 1 070 920 642 27 673 909 18264 826 
30x60 42 360 1.195 1.028 717 30 190 992 19,925 902 
30x65 45 955 1.326 1.140 795 3? 703 1 075 21,584 9n 
30x70 49420 1 460 1.256 876 35,..,..,1 1,157 ., i,246 ) ) I l"J 

3Qx.,~ I A If I :i91 •u 74n T?40 24 '-IIIM 1.1:u 
30x80 56480 1.764 1 517 1.058 40 259 1 323 26 571 1 202 
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HIGH MOISTURE CORN-SHELLED AND GROUND EAR CORN 

U, S. Bu, Per Foot of Height 

·Diameter Circumference Shelled Corn Grotmd Ear Corn 
in feet in feet Moisture Moisture 

15.5¾ 20¾ 24% 28¾ 32% 20% 24% 28% 32¾ ----------------- ---------- ------ ------------------
10 31.4 63,11 59. 77 56.73 53, 77 50.80 38,50 36,60 35,02 33,57 

12 37.7 90. 88 86.06 81. 70 77. 43 73.16 55,43 52. 71 50,44 48, 35 
,._. 
Ln 14 44,0 123,70 117.14 111.21 105. 39 99,58 75,57 71. 74 68.65 65,80 
' \0 

16 50,3 161.57 153.01 145.25 137,66 130,06 98.55 93.71 89.67 85.95 

18 56.5 204.48 193. 64 183.83 174.22 164,61 124.73 118. 60 113.48 108. 78 

20 62.8 252.45 239. 07 226.95 215, 09 203. 22 153.99 146.42 140.10 134,30 

22 69.1 306.40 290.16 275.45 261.05 246.65 186. 90 177. 71 170,05 163,00 

24 75,4 363,52 344.25 326,80 309. 72 292.63 221,75 210. 84 201. 75 193. 39 

26 81.7 426.63 404.02 383. 54 363.49 343.43 I 260,24 247.47 
I 

236,78 226.97 

28 88,0 494.79 468.5 7 444.81 421.56 I 286.98 274.60 263.23 398, 30 I 301, 82 
I 

30 94.3 568.01 537.90 510, 64 483. 94 
I . 

329.44 315. 24 302.18 457.25 I 346,49 
I 



Annual Payment per $1 of loan At Given 
· Interest Rates and Maturities 

(Amortization Table) 

Year 4,i; 5,i; 6" 7" s,i; g,i; 10,i; 11,i; 12:.: l3l!i 14,i; 15,i; 16" 11,i; 18" 19" 20" 

I 1.0400 1.0500 1.0600 1.0700 1.0800 .1.0900 1.1000 1.1100 1.1200 1.1300 1.1400 1.1500 1.1600 1.1700 1.1800 1.1900 1.2000 
2 .5301 .5378 .5454 .5530 .5607 .5684 .5761 .5839 .5916 .5994 .6072 .6151 .6229 .6308 .6387 .6466 .6545 ,_. 3 .3603 .3672 .3741 .3810 .3880 .3950 .4021 .4092 .4163 .4235 .4307 .4379 .4452' .4525 .4599 .4673 .4747 u, 
4 .2754 .2820 .2885 .2952 .3019 .3086 .3154 .3223 .3292 .3361 .3432 .3502 .3573 .3645 .3717 .3789 .3862 ' ,_. 
5 .2246 .2309 .2373 .2438 .2504 .2570 .2637 .2705 .2774 ·.2843 .2912 .2983 .3054' .3125 .3197 .3270 .3343 0 

6 .1907 .1970 .2033 .2097 .2163 .2229 .2296 .2363 .2432 .2501 .2571 .2642 .2713 .2786 .2859 .2932 .3007 
7 .1666 .1728 .1791 .1855 .1920 .1986 .2054 .2122 .2191 .2261 .2331 .2403 .2476 .2549 .2623 .2698 .2774 ' I 
8 .1485 .1547 .1610 .1674 .1740 .1806 .1874 .1943 .2013 .2083 .2155 .2228 .2302 .2376 .2452 .2528 .2606 I 

I 9 .1344 .1406 .1470 .1534 .1600 .1667 .1736 .1806 .1876 .1948 .2021 .2095 .2170 .2246 .2323 .2401 .2480 . I 

10 .1232 .1295 .1358 • 1423 .1490 . .1558 .1627 .1698 .1769 .1842 .1917 .1992 .2069 .2146 .2225 .2304 .2385 
11 .1141 .1203 .1267 .1333 .1400 .1469 .1539 .1611 .1684 .1758 .1833 .1910 .1988 .2067 .2147 .2228 .2311 
12 .1065 .1128 .1192 .1259 .1326 .1396 ,1467 .1540 .1614 .1689 .1766 .1844 .1924 .2004 .2086 .2168 .2252 
13 .1001 .1064 .1129 .1196 .1265 .1335 .1407 .1481 .1556 .1633 .1711 .1791 .1871 .1953 .2036 .2121 .2206 
14 .0946 .1010 .1075 .1143 .1212 .1284 .1357 .1432 .1508 .1586 .1666 .1746 .1828 .1912 .1996 .2082 .2168 
15 .0899 .0963 .1029 .1097 .1168 .1240 .1314 .1390 .1468 .1547 .1628 .1710 .1793 .1878 .1964 .2050 .2138 
16 ·.0858 · .0922 .0989 .1058 .1129 .. 1203 .1278 .1355 .1433 .1514 .1596 .1679 .1764 .1850 .1937 .2025 .. 2114 
17 .0821 .0886 .0954 .1024 .1096 .1170 .1246 .1324 .1404 .1486 .1569 .1653 .1739 .1826 .1914 .2004 .2094 
18 .0789 .0855 .0923 .0994 .1067 .1142 .1219 .1298 .1379 .1462 .1546 .1631 .1718 .1807 .1896 .1986 .2078 
19 .0761 .0827 .0896 .0967 .1041 .II 17 .1195 .1275 .1357 .1441 .1526 .1613 .1701 .1790 · ·.1881 .1972 .2064 
20 .0735 .0802 .0871 .0943 .1018 .1095 .1174 .1255 .1338 .1423 .1509 .1597 .1686 .1776 .1862 .1960 .2053 
25 .0640 .0709 .0782 .0858 .0936 .1018 .1101 .1187 .1275 .1364 .1454 .1546 .1640 .1734 .1829 .1924 .2021 
~ .0578 .0650 .0726 .0805 .0888 .0973 .1060 .1150 .1241 .1334 .1428 .• 1523 .1618 .1715 .1812 .1910 .2008 
35 .0535 .0610 .0689 .0772 .0858 .0946 .1036 .1129 .1223 .1318 .1414 .1511 .1608 .1707 .1805 .1904 .2003 
40 .0505 .0505 .0664 .0750 .0838 .0929 .1022 .1117 .1213 .1309 .1407 .1505 .1604 .1703 .1802 .1901 .2001 
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Chapter 16 

RESOURCE LIST 

Outline 

A. List of Supportive Educational Resources 
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RESOURCE LIST 

Analyzing Your Numbers (Managing the 
Financial Future) 

Budget Planning 

Building Family Strengths 

Business Family Spending/Saving 
Plan for Family Living 

Business Family Spending/Saving 
Plan Worksheets 

Buying Farm Land: What Is It Worth? 
Can You Afford It 

Cash Farm Lease (With Flexible Provisions) 

Change, Crisis and Loss in Our Lives 

Crop Share or Crop Share-Cash Rental 
Arrangements For Your Farm 

Crop-Share or Crop-Share-Cash Farm Lease 

Determining Your Goals and Values 

Developing Marketing Strategies and 
Keeping Records on Corn 

Developing Your Long Range Plan 

Evaluating Your Production Management 
Alternatives 

Family Communication in Time of Stress 

Family Living Expense Planning For Farm and 
Business Families 

Farm Business Arrangements: Which One 
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ITEM NO. 

AG-BU-2882 

HE-FS-2651 

HE-F0-2468 

HE-F0-3041 

HE-F0-3065 

AG-BU-0509 

AG-F0-1510 

HE-F0-2466 

AG-F0-1358 

AG-F0-1514 

AG-BU-2880 

AG-BU-2935 

AG-BU-2885 

AG-BU-2884 

HE-FS-2465 

HE-F0-2801 

AG-BU-1338 

AUTHORS 

U. of 
Wisconsin 

Goss, 
Johnson 

Pitzer 

Bauer 

Bauer 

Hasbargen, 
Thomas 

Kansas 
State U. 

Pitzer 

Kansas 
State U. 

Kansas 
State U. 

Fuller 

Ferris 

Fuller 

Iowa State 
u. 

Pitzer 

Bauer 
Anderson, 
Harder 

Thomas 



Farm Family Living Expenses-Taking Control 

Farm Leases 

Farm Personal Management 

Financing the Farm Operation 

Fixed and Flexible Cash Rental Arrangements 

Gathering the Numbers You Need 

HE-F0-2674 

AG-FS-2593 

AG-F0-2480 

AG-FS-2589 

AG-BU-1346 

AG-BU-2881 

Implementing Your Annual Plan AG-BU-2886 

It's About Time HE-BU-3234 

Land Rental Arrangements for Minnesota Farm Land AG-BU-2534 

Livestock-Share Rental Arrangements AG-BU-2382 

Living Resourcefully With Reduced Income HE-F0-2475 

Managing Your Farm Financial Future AG-PC-1329 

Minnesota Farm Machinery Economic Cost AG-F0-2308 
Estimates for 1987 

Perception: A Key Variable in Family Stress HE-FS-2776 

Personal/Family Living Allocations for Farm and HE-F0-2802 
Business Families 

Solving Family Problems Involve. Social HE-FS-3104 
Decision Making 

The Partial Budget AG-F0-1332 

Using Your Numbers in Decision Making AG-BU-2883 

Your Annual Farm Plan AG-F0-1334 
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U. of 
Missouri 

Kunkel, 
Thomas 

Thomas 

Kunkel, 
Thomas 

Kansas 
State U. 

U. of 
Wisconsin 

Fuller 

Iowa State 
u. 

Hasbargen, 
Thomas 

Kansas 
State U. 

Mangum, 
Bauer 

Thomas 

Fuller 

Pitzer 

Bauer, 
Anderson, 
Harder 

Danes, 
Rettig 

Thomas 

U. of 
Wisconsin 

Thomas 



Your Long-Range Plan AG-F0-1333 

VIDEO: 
Families In Transition: 

"Human Dynamics of Farm Financial Education" AG-VC-3371 
(3/4" tape) 

The above publications are available from: 

Distribution Center 

AG-VH-3442 
(1/2" tape) 

3 Coffey Hall, 1420 Eckles Avenue 
University of Minnesota 
St. Paul, MN. 55108 
(612) 625-8173 
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A. 

B. 

C. 

D. 

E. 

F. 

G. 

H. 

I. 

Chapter 17 

CASE FARM 

Outline 

Family Background 

Farm Business Description 

Farm Business Alternatives 

Supporting Farm Business Information 

Case Farm Schedule F Tax Forms 

Case Farm Balance Sheets 

Case Farm Finpack Data Banks 

Case Farm FINI.RB (Long-range Budget) 

Case Farm FINFLO (Cash Flow) 
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THE CASE OF JOHN AND MARY JO FARMER 

John and Mary Jo Farmer are both 33 years old. They live on their 320-acre 
farm near John's parents with their daughters, Linda, age seven, and Kathy, 
age five. 

They are a popular young couple who belong to a local square dance club. 
They both enjoy this form of social entertainment very much. Every year 
they take a winter vacation for a week during the coldest part of the 
winter. They enjoy visiting old friends and relatives that way. 

John and Mary Jo met while they were in high school. John was an excellent 
athlete but only an average student. He enrolled in the FFA program and 
was an officer in his senior year. Mary Jo was a popular student who was 
involved in many school activities. She received a lot of recognition for 
leadership activities and academic achievement. 

After high school Mary Jo went off to college, while John went to work for 
his father on the family farm. Mary Jo attended a local private college, 
where she received her B.A. and R.N. certificate in four years. After 
graduation from college she worked as a nurse for a large hospital in a 
nearby trade center city. Two years later Mary Jo and John were married. 

John is an easy-going person with excellent work habits. He is the 
youngest of three boys. His older brother, Carl, .age 37, is vice president 
and ag loan officer for a major bank in a town located 85 miles away. 
John's other brother was killed in Vietnam. 

Mary Jo is bright and energetic. She is a Sunday school teacher. She 
takes pride in being a gourmet cook and in sewing her own and her 
daughters' clothes. Her house is a model of organization and love. 

John's Parents 

George, age 60, is a large man with a loud voice and a distinguished 
appearance. From his German parents he learned that men are strong, 
authoritative leaders of the family. George enjoys his role as a leader of 
his family. Carl, his oldest son, does not see eye-to-eye with him on many 
issues. In fact, they don't get along well at all. Despite this problem, 
George is still proud of his achievements: 

He and his wife own a well-kept 400-acre farm with 302 
tillable acres. 
He has a 51-cow purebred Holstein dairy herd. 
He has less than $30,000 of total debt. What little debt he 
has is on real estate. 
He is in great physical shape and can outwork most men half 
his age. 
He is thrifty and doesn't waste money on vacations or needless 
luxuries. 
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Marie, age 58, is a plain looking, quiet woman who is totally dedicated to 
taking care of her husband and sons. She has no interests outside of her 
home and family, but she is devoted to her grandchildren and is interested 
in their activities. She looks forward to all family gatherings so she can 
cook and take care of her family. Marie is a tireless worker who spends 
many hours each day working in the dairy barn and in the fields. She often 
neglects her own housework to help her husband and son with their work. As 
a result, her house usually is untidy. 

John and Mary Jo's Farming Career 

For six years, John worked for his father for $400 a month plus room and 
board. When John and Mary Jo were married, George raised John's salary to 
$600 a month. He also bought them a small trailer home, which Mary Jo 
turned into a comfortable place to live. 

At the time of his marriage, John owned a few head of cattle and several 
pieces of crop machinery. Mary Jo kept her job at the hospital for two 
years, until their first child, Linda, was born. She was delighted to stay 
home and care for her daughter and husband rather than drive 64 miles each 
day. 

In 1980, shortly after Linda's birth, John and Mary Jo bought a farm that 
is just a mile from George and Marie's farm. They had saved $17,000 for 
part of the down payment of $32,000. George loaned them the other $15,000; 
in 1982 he made this loan a gift. They paid $975 per acre ($312,000) for 
the 320-acre farm, which has 230 tillable acres. The farm was purchased on 
a contract for deed with an 8% interest rate and a $26,230 annual loan 
payment. The debt was fully amortized over a 25-year period with a balloon 
payment of $223,931 due in 10 years (1990) . After the purchase of the 
farm, John and Mary Jo had a hard time getting an operating loan. George 
co-signed for them. With the money, John bought 22 bred heifers, a 
tractor, a plow, a disk, seed, fertilizer, and crop chemicals. 

Things have not gone well for John and Mary Jo during the last eight years. 
They have continued to get deeper into financial trouble. About four years 
ago Mary Jo took a job as night charge nurse at a nursing home five miles 
away. She works~ the 11:00 p.m. to 7:00 a.m. shift, Sunday through 
Thursday. John objected to Mary Jo's off.farm job at first, but he soon 
realized the they needed her $20,400 a year income and her medical 
insurance. They both know that her job has kept them on the farm. Since 
Mary Jo did not ask George for his approval, he raged at her for taking the 
job. Although George now realizes that John and Mary Jo need that money, 
he still does not approve because he believes that women should be at home 
with their children. 

Where Do They go at This Crossroad in Their Farm Career? 

John and Mary Jo are unhappy about their present situation. 
work hard, they seem to fall farther behind each year. 
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situation is as follows: 

They have 32 dairy cows in a barn that has 41 stanchions. 
They are selling 13,100 pounds of milk per cow annually. 
All the grain and forage they raise is fed to the dairy cows 
except for 49 acres of soybeans and about 5282 bushels of corn. 
They now have a full line of machinery; however, they do 
hire a custom operator to fill their silo with corn silage. 

Carl's perspective and his recommendations for John and Mary Jo are as 
follows: 

Separate their unit from his parents' farm. By doing this 
Carl thinks they can do a lot to improve their net farm 
income by staying at home and doing a better job of farming 
on their farm. Some of Carl's suggestions for improving net 
income are: 

forage test and balance dairy cow rations at least 
three times each year. 
use better A-I bulls. 
improve their herd health program for heifers so 
they can keep heifer calves alive. 
grow heifers out faster and get them into the 
milking herd faster. 
improve cow herd health program to reduce their 
mastitis problem. 
buy 9 bred and 5 nonbred heifers to fill all the barn 
stanchions with dairy cows. 
improve crop yields by planting and harvesting 
in a more timely manner. 
soil test every year and fertilize according to 
University of Minnesota recommendations. 

Allow Mary Jo to get more involved with the management of their 
farm. 
Rewrite the contract for deed on their farm, or let their farm 
go back to the seller. John and Mary Jo made a mistake buying 
their farm in 1980 and that mistake needs correcting now. 

John's perspective is that he spends too much time away from his farm. He 
realizes that: 

He eats too many meals at his parents' house. 
He lets his father do too much of the managing and decision 
making on his farm. 
Mary Jo does not have much input into what goes on their 
farm. She is left out of the farm planning and decision 
almost entirely. 
His father holds guilt over his head when he suggests 
changing the present management method. George reminds 
him that: 
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he gave John and Mary Jo $15,000 in 1982. 
he co-signed their first operating loan in 1980. 
he has let them use his crop machinery at very 
little cost for the last 8 years. 
he needs John's help to run his farm. 
his dream (George's) is to sell John the family farm 
(George and Marie's farm) because it has been in the 
family for 110 years. 

Mary Jo's perspective is that she does not like the control John's father 
has over him and she resents being left out of the management of their 
farm. Mary Jo has these statements to make: 

I want to separate our farm business from that of John's 
parents. 
I believe my husband would be a much better manager if he 
could get away from the influence of his parents. 
I am tired of working long hours and not getting ahead 
financially. 
We must do something about the contract for deed arrangement 
on our farm. Our farm ownership costs are very high; they 
have put a financial drain on our cash flow. I am afraid 
there is no way we can refinance the farm and pay off the 
balloon payment when it comes due in 1990. 
I want to use my brain and talents in the farm business, 
not just be a bookkeeper. 
I would like more support from my husband in raising our 
children. 
I want to stop working off the farm as soon as possible. 
I am tired of hearing negative comments from my father-in-law 
about my nursing job, about John and I taking a week's vacation 
every year, and about having an occasional weekend away from 
the farm. We need more space from John's parents in our lives. 

What Can John and Mary Jo Do? 

After talking with some close friends and their county extension agent, 
John and Mary Jo decided to attend the "Managing Our Farm Family Future" 
workshop. They decided to do this because: 

They believe their present farm business arrangement is 
putting too much stress on them and their marriage. 
They want to identify some goals and set priorities on 
their own personal, family, and business goals. 
They want to develop a farm plan to put direction into 
their decision making. 
They believe they can increase the net income of their 
farm business through improved farm management practices. 
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Comment: More detailed information on this farm ,can be found on 
pages 17-7 and 17-8. Information on the farm family's 
financial situation can be found on pages 17-9 through 
17-19. 
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SUPPORTING INFORMATION 

(John and Mary Jo Farmer) 

Current Crop Program: 

Corn grain, bushels 
Corn silage, tons 
Corn set-aside, acres 
Oats, bushels (seed down 
Alfalfa baled hay, ton 
Soybeans, bushels 
Pasture land, acres 
Farmstead and wasteland 

alfalfa) 

Yield 
per acre 

105 
16 
xx 
55 
3.0 

30 
xx 
xx 

Total 
acres 

66.2 
13.8 
20 
28 
55 
47 
72 
18 

Total acres 320 

Dairy Cow Unit Annual Feed Requirements: 

Per Unit 

Corn grain, bushels 
Corn silage, tons 
Oats, bushels 
Alfalfa baled hay, tons 
Purchased feed (mineral, salt, 

& protein 

1987 Government Payments: 

Corn base 100 acres 
Set-aside .20 acres 
Planted acres of corn .80 acres 
Sign-up payment .80 acres 
March, 1988 payment .80 acres 
October, 1988 payment .80 acres 

X 100 
X 100 
X 100 

128 
6.9 

26 
5.19 

$206 

bu. yield 
bu. yield 
bu. yield 

Total payment for 1987 crop 

X 

X 

X 

$.484 
$.266 
Li§_ 

$1.21 

Total 
production 

6951 
221 
xx 

1540 
165 

1410 
xx 
xx 

Herd Totals 

4096 
221 
845 
166 

$6592 

$3,872.00 
$2,128.00 
$3,680.00 

$9,680.00 

The projected amount of future government payments was reduced to $8,500 
per year and that amount was used in the FINI.RB. 

Pastures: The pasture is poor, and it is understocked with dairy 
heifer replacements and dry cows. 
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Land Ownership Cost: 

Expense item 

Annual principal and 
interest payment 

Taxes 

Wind, fire, & liability 
insurance 

TOTAL 

Contract for Deed 

SUPPORTING INFORMATION 

(John and Mary Jo Farmer) 

Total cost 

$26,230 

1,889 

850 

$28,969 

320 acre 
parcel 
per acre cost 

$81.97 

5.90 

2.66 

$90.53 

1980: Purchase price - $975/acre x 320 acres= $312,000 

Down payment made for December 15, 1980 
Contract for deed written for 

32,000 
280,000 

Annual payments: 8% interest & a 25 yr. loan= 

230 acres 
tillable 
per acre 

$114.04 

8.21 

$125.95 

$26,230 

Interest Principal Balance on contract 

1981 $22,400 $3,830 $276,170 
1982 21,787 4,443 271,727 
1983 21,738 4,492 267,225 
1984 21,378 4,852 262,373 
1985 20,989 5,240 257,133 
1986 20,571 5,659 251,474 
1987 20,118 6,112 245,362 
1988 19,629 6,601 238,761 
1989 19,100 7,130 231,631 
1990 18,530 7,700 223,931 

A balloon payment of $223,931 ($699.78/acre) is due on December 31, 1990. 

Proposed contract for deed debt restructuring plan in Alternatives 1 & 2: 

Write the debt down to fair market value, $584.37 per acre or $187,200. 
Keep the other terms as written and then the annual payment would be 
$17,926 per year. 
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SCHEDULE F 

(Form 1040) 

Ofp,al'lrnent of the T1a,asu,y 
lnte,n,I Revenue Srrvice CIJ 

Farm Income and Expenses 
► Attach ta Form 1040, Farm 1041, Farm 1041S, or Form 1065. 

► See Instruction• for Schedule F (form 1040). 

OMBNo. 1S4!J-Ol74 

tl®85 
Social wcutllJ number (SSN) 

ld3J/, Sb, 7f'1o 
A JllrlMlp.al Jllroduct (0.ICflbe 11'1 I A&rkuHu,al Ac:Uvltr Codi (The code, 

ate on p.1&• 2.) ► 

C AQ.ounlln& Methe>ct Emplo111 ID number (NOT SSN) 

~ C.sh O Accrual "i i: 7 b 5" I/- .3 .2 / 
D If you made an election in e prior year to include commodity credit loan proceeds as income in that year, check here . . • . . ► 

Farm ncome- ash Method-Complete Parts I and II 
(Accrual method taxpayers complete Parts II and Ill, and line 12 of Part I.) 
Do not lncludo sales of llvostock held for draft, breedlni, sport, or dairy purpoIeI: report the.., sal11 on Form 4797. 

1 Sales of livestock and other items you bought forresale . • . . . 1--'l--,1-------+--
2 Cost or other basis of livestock a!'d othe~tems you boUj~ for resale . ~2-''-:--,----....,,-'--
3 Subtract line 2 from line 1 ,m",LL=.. $d., 0'7t>. ~-1:,.,;~,,__t 9~df,S -~-=. S:?77. t-;-t---,--=--,,t--
4 Sales of livestock, produce, grains, and other products you rai~~- =-. :11.'0 • • • • • 

5 a Total distributions received from cooperatives (from form 1099-PATR). ,-..::5c::A+------l--
b Less: Nonincome items • . . • . • . L..C5-"b....._ _____ _. __ 

6 Net distributions. Subtract line Sb from line Sa 

7 Agricultural program payments: 
I Cash. . • . • • • • • • • . . • 7a 

b Materials and services • • • • • • • • 7b 
8 Commodity credit loans under election (or forfeited) 8 

9 
10 
11 

Crop i~surance procp9.._ds. If electi~n !ttached to ~nc~de in_i"fome In year followingdemage, check here ► D l-:-c--il-----,-,-+-
Mach1ne work • {,<!,,~ ,tv. J.,;.,;,J,,,.,. .- ~ $1/-1,J. . . . • • . . . . . . . • • t-:-:,--+--~~~+-
Other income, including Federal and state gasoline tax cred~ or refund (see Instructions) . • . . !-=-=-l----"""'=+-

9 
10 .31/-1 
11 l> 

12 Gross lncomo. Add amounts on lines 3, 4, 6, and 7a through 11. If accrual method taxpayer, enter 
the amount from Part Ill, line 53. • • • • . • . • • • . • . • • • • . • . • ► 12 (.1>. 5""oo 

Farm Deductions-Cash and Accrual Method 

Do not lncludo personal or llvlng expenses (such H taxes, lnaurance, repairs, etc., on ~our home) which do not produce 
farm Income. Reduce the amount of your farm deduction• by any reimbursements before enterln1 tho deduction below. 

13 Breeding fees. 

14 Chemicals. 

15 Conservation expenses. 

16 Depreciation, and section 179 ex-
pense deduction (from Form 4562) 

17 Employee benefit programs other 
than on line 27 

18 ·Feed purchased • 

19 Fertihzers and lime . 

20 Freight, trucking. 

21 Gasoline, fuel, oil 

22 Insurance , 

23 Interest: 

26 
27 
28 
29 

771>0 30 
31 
32 
33 
34 
35 
36 

Machine hire . • . . • • . 

Pension and profit-sharing plans. 
Rent of farm, pasture . 
Repairs, maintenance • 
Seeds, plants purchased 

Storage, warehousing 

Supplies purchased . 

Taxes . . . . . 
Utilities. • • • . 

Veterinary fees, medicine . 
Other expenses (specify): 

• t!lu,f?,~ -----
b ~-r..~4+-~ 

a Mortgage (paid to financial institutions) 
C ~J-----------------
d --------------------------
• ---------------------------

b Other 

24 o Labor hired 

b Jobs credit ' 25 Net labor hired (subtract line 24b g ---------------------------
from line 24a h 

37 Total deduction, from Part It. Add amounts in columns for lines 13 throu h 36h . . . . • ► 37 

38 Net farm profit or (1011) (subtract line 37 from line 12). If a profit. enter on Form 1040, line 19, and 
on Schedule SE, Part I, line 1. If a loss, you MUST go on to line 39. (Fiduciaries and partnerships, 
see the Instructions. . . . . . . • . . . . • . . . . . . . . . . . . . . 38 

39 If you have a loss. you MUST answer this question: 
·oo you have amounts for which you are not at risk in this farm?· (See Instructions.) • • • • . . . . • D Yes 
If -ves." you MUST attach Form 6198. If -No." enter the loss on Form 1040. line 19. and on Schedule SE. Part I. line 1. 

0 

0 No 

For Paperwork Reduction Act Notice, ae• form 1G40 lnatrucllona. Schedule f (form 1040) 1986 
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SCHEDULE F 

(Form 1D4D) 
Farm Income and Expenses 0Ma•0 154,001• 

Dep,artm,nt ol the Trenury 
Intern.ii R~enue SefVlct (I) 

► Attach to Form 1040, Form 1041, Form 10415, or Form 1065. ~ @8 6 
► See Instructions for Schedule F (Form 1040). Auai:::n~o 14 

Social 1ecurity number (SSH) 

'+ m /.).:',!/, ,s't,, ?J'9o 
A Prlnclpal Product (Dflcribe 1n one B A&rlcuhur■ I Actl"l1r Coda (The codes 

are on p,aee 2.) ► 

C Ac.::ountlnt Melhod: Employer ID number (NOT SSN) 

6!;l Cash D Accrual , 7 (. S ~ .;i / 
II you made an election in a prior year to include commodity credit loan proceeds as income in that year, check here. . ► 

Farm Income-Cash Method-Complete Parts I and II 
(Accrual method taxpayers complete Parts II and Ill, and line 12 of Part 1.) 
Do not Include sales of livestock held for draft, breeding. sport, or dairy purposes; report the1e &ales on Form 4797. 

1 Sales of livestock and other items you bought for resale . . . . . l-'1'-+-------1--
2 Cost or other basis of livestock ar,~ 9the1tems you bought for resalet. '-'2'-"------~L,--

3 Subtract line 2 from line 1,.,,,,,t.t..=. ,$"0,,1,i.o -~~":-"'f:/liJ. ~"~. f--c,-J---~----,--
4 Sales of livestock, produce, grains, and other products you rais~ . .,. .115."S'~ 

5 a Total distributions received from cooperatives (from Form 1099-PATR). i-,5,e•'-+------~>----
b Less: Nonincome items L..:5:.:b:....i. ______ -'---

6 Net distributions. Subtract line Sb from line Sa 

7 Agricultural program payments: 
I Cash. . . . . . 

Materials and services • 
Commodity credit loans under election (or forfeited) 

b 
8 
9 

10 
11 

12 

Crop insurance proce7ds. If electio!1 ~ttached to in~ude in_i~come in year following damage, check here ► 0 l-'9'-+-------1-
Machine work . t ~--~ ~ ? . ~.:I.SJ . . . . . . . . . . . . . . . 1-1"-'0'-+--~=.;i.'-'s-=--l-
Other income, including Federal and state gasoline tax credit or refund (see Instructions) . 

Gross Income. Add amounts on lines 3, 4, 6, and 7a through 11. If accrual method taxpayer, enter 
the amount from Part Ill, line 53. • . . . . . . . . . . • ► 

Farm Deductions-Cash and Accrual Method 

11 Jo 

12 

Do not Include personal or llvlne expenses (such as taxes, Insurance, repairs, etc., on your home) which do not produce 
farm Income. Reduce the amount of your farm deductions by any reimbursements before enterlne the deduction below. 

13 Breeding fees. 26 Machine hire . . . ,;I.I .3o 
14 Chemicals. 
15 Conservation expenses. 
16 Depreciation, and section 179 ex• 

pense deduction (from Form 4562) 

17 Employee benefit programs other 
tt,an on line 27 

18 feed purchased . 

19 Fertilizers and lime . 

20 Freight. trucking. 

21 Gasoline, fuel, oil 
22 Insurance . 
23 Interest: 

27 Pension and profit-sharing plans. 
28 Rent of farm, pasture . 
29 Repairs, maintenance . 
30 Seeds, plants purchased 

31 Storage, warehousing 
32 Supplies purchased . 

33 Taxes . . 
34 Utilities. . • . 

35 Veterinary fees, medicine . 

36 Other expenses (specify): . -~-~------
b _f'#.t:V:~"4J,,-~-

1 Mortgage (paid to financial institutions) 

b Other • . . . . . . • . • 
c ~"----------------- ~----"'-"-'"'-4--

24• 
b 

25 

Labor hired 
Jobs credit 
Net labor hired (subtract line 24b 
from line 24a 

d 

• 
I 
Ii: 
h 

37 Total deductions from Part II. Add amounts in columns for lines 13 throu h 36h .. ► 37 

38 Net farm profit or (1011) (subtract line 37 from line 12). If a profit, enter on Form 1040, line 19, and 
on Schedule SE, Part I, line l. If a loss, you MUST go on to line 39. (Fiduciaries and partnerships, 
see the Instructions. . . . . . . . . . 38 

39 If you have a loss, you MUST answer this question: 
3o 

·oo you have amounts for which you are not at risk in this farm?· (See Instructions.). . . . . . . . D Yes 
If "Yes.· you MUST attach Form 6198. If "No," enter the loss on Form 1040, line 19, and on Schedule SE, Part I, line I. 

0 No 

far P•perwork R,ductlon Act Notice, He form 1_040 ln1trucllon1. Sch■dul■ F (Form 1040) 1916 
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SCHEDULE F 

(Form 1040) 

Oepartmenl ol the Treasury 
lnlernal Revenue Service 

Farm Income and Expenses 
► Attach to Form 1040, Form 1041, Form 1041S, or Form 1065. 

► See Instructions for Schedule F (Form 1040). 

0MB No. 154!)-0074 

4l®87 
Attachment 

uence No. 14 
Name ol proprietor Soc:lal HCurlty numbu (SSH) 

A Principal Producl (Describe 1n B Agricultural Activity Code 
(Item Part IV) ► 

C Accountmg Method: D Employer ID number (Not SSH) 

Cash O Amual K': 7 b 5 If- 3 -< I 
E Did you make an election in a prior year to include commodity credit loan proceeds as income in that year? . . . D Yes [J No 
r Did you ~materially participate· in the operation of this business during 1987? (See Instructions for limitation on losses.) . . D Yes D No 

If "No" and you have a loss on line 37, you must attach Form 8582. 
G Are you electing not to capitalize certain preproductive period expenses? (New rules apply to these expenses, see Instructions.) D Yes D No 

i4ii ~arm Income-Cash Method-Complete Parts I and II 
(Accrual method taxpayers complete Parts II and Ill, and line 12 of Part I.) 
Do not Include sales of livestock held for draft, breeding, sport, or dairy purposes; report these sales on Form 4797. 

l Sales of livestock and other items you bought for resale . . . . . 1-'.....,f------+--.j 
2 Cost or other basis of livestock and oth1 items you bou~hl for resale ,t '--"2'-"'--~--~,-L---, 
3 Subtract line 2 from line 1 ~:: . 11.9, 'fll(. -~ ~ . '14 ~_1 ·'J:i-1,t,,,u,. =. ¥?/.""!-_,,_+--~~---l--
4 Sales of livestock, produce, grains, and other products you raised ~ 7 ~01

•
1
-'. . . . . . . 

5 a Total distributions received from cooperatives (lrom form 1099-PATR) • .....,.5.,a+------1-_.., 
b Less: Nonincome items . . . . . . . c..:5:,:b..J.... ______ L-__, 

6 Net distributions. Subtract line 5b from line 5a 

7 Agricultural program payments: 
a Cash . . . . . . . . . 

b 
8 

Materials and services . . . . . . . . . . 

Commodity credit loans under election (or forfeited) 8 

9 
10 
11 
12 

Crop insurance proceeds. If election attached to include in income in year following damage, check here ► 0 .__,9~,_ _____ _,_ __ 
Machine work (custom hire) income . ( Cl>-1/f'. ~ .,,_ ~ 3.1.,j). . . . . . . . ....,.10~1---~~~ ...... -
0ther income, including Federal and state gasoline tax credit or refund (see Instructions) . . . • ~1,.1 +----"'"'-''--1-

13 
14 
15 

16 

17 

18 
19 
20 
21 
22 
23 

36 

Gross Income. Add amounts on lines 3, 4, 6, and 7a through 11. If accrual method taxpayer, enter 
the amount from Part 111, line 52. . . . . . . . . . . . . . . . . . . . . ► 12 ?7 0 

Farm Deductions-Cash and Accrual Method (Do not include personal or living expenses such as taxes, insurance, 
repairs, etc., on your home.) 

Breeding fees 

Chemicals. 

Conservation expenses (you must 

attach Form 8645) . 
Depreciation and section 179 ex-

pense deduction (from Form 4562) 
Employee benefit programs other 

than on line 26 
Feed purchased . 

Fertilizers and lime . 

Freight, trucking. 
Gasoline, fuel, oil 

Insurance . 

Interest: 
a Mortgage (paid to financial institu

tions) 

b Other . . . . . . . . . . L....----"=<..51--L--, 

24 a Labor hired 5'1 o 
b Jobs credit 
c Net labor hired (subtract line 24b 

from line 24a) . . . . . . 
25 Machine (custom) hire . . . . 
26 Pension and profit-sharing plans . 

27 Rent of farm, pasture . 
28 Repairs, maintenance . 

29 Seeds, plants purchased 
30 Storage, warehousing 
31 Supplies purchased . 
32 Taxes . . . . . 
33 
34 

Utilities. . . . . 

Veterinary fees, medicine . 

35 Other expenses (specify): 

a ~-~-------
b ~'t-~ .J.J/' -~-
c 

Total deductions from Part II. Add amounts in columns for lines 13 throu h 35c . . . . . ► 

37 Net farm profit or (losa). Subtract line 36 from line 12. If a profit. enter on Form 1040, line 18, and on 
Schedule SE, line l. If a loss, you MUST go on to line 38. (Fiduciaries and partnerships. See Instructions.) 37 

38 If you have a loss, you MUST answer this question: ·oo you have amounts for which you are not at risk in this 
business?" (See Instructions.) . . . . . . . . . . . . . . . . . . . . D Yes D No 
Jf ·ves: you MUST attach Form 6198. If •No,· enter the loss on Form 1040, line 18, and on Schedule SE, line 1. 

For Paperwork Reduction Act Notice, see Form 1040 Instructions. Schedule f (Form 1040) 1917 
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FINPACK Balance Sheet /I VERSKlN 7.0 (2) 

NAME: TT=z-,1l"li-~ I .,. •• IL.. ..,.- . 
DATE:~ 

CURRENT FARM ASSETS II :-:-_a (I V Value CURRENT FARM LIABILITIES v T ~ ¼"' ¼. WJ¥a! 
Cash, checking baJance 14 ,,e,; Fann accounts payable and accrued expenses Amoonl 

Prepaid expenses and SUppllOS 15 - , 
(l._f'h _...,.__ __ ,.,, 

'--~ 
Gmw!ng crops 16 - .. :-1 .. J'I - . • ..... .• .1- ---Accounts recetvaNe 17 ... ,,,. _,,_J'! .-.a.u 1"': ' ... "p,-, 
Hedging accounts 16 ., 1M. ••• • .r .. • ,_., oc, 

19 7 u 
Crops held ror sale or reed ~ """' °""''' 11 •.. Ill 20 "I 

,.,,, .. ,,_,,,.,.. 
:T7. ½t 21 .-,.- ---,yo •.1.00 
--· , 

22 I , !J" 0 I I ~ ,, ,., 
,_ 

23 • / r, 0 1-. O -. 24 2/ -a-,_ ----;,:if O -
7 25 

26 Subtotal accounla Nnmhle and accrued expenses I 79 -~ ~J'o 
27 current fann noles payable ""' 

, ... _ .~- ~ .. Prlndpol&lan<e A 

28 /1 __ 1, -·· 
1 ___ • I, .:l J o.:i.o 

~ 

29 

Crops under govt. loan - °"""'' 35 

36 

37 

36 Tola! current Fmm Uabllllles leol ~ 
39 INTERMEDIATE FARM LIABILITIES M MM 
40 

~R 

Descnollon ·rr~ 1-~- o.~~ .. Principal 8d!ance 
Uvesloek neld ror sale ,,. ,..,. ,. • "'' 

,. 
""'S'J ,:r 000 .,...,. - . 

/.} __ ,, _-, 
45 ··- ,;'" 

46 

47 .. 
49 

50 

51 
Total Curront Farm Assets , ...• 
INTERMEDIATE FAAM ASSETS 

"7,; : ~<>o 

Breeding ltvestock 
~ - -

-A_. J.....7 ,, --;, .:too . lo-IS" nru,. .. .,~00 Tola! Intermediate Farm Uabllltlos 1951 

~ -... 
. ' . •-- "- ~ -"'-o LONG TERM FARM UABIL.ITIES a,'dj 
• Description ..,. • •• 1-··-,,,.. ... .,;;cc::-_._ ·--

Farm macnlnery and equipment ✓ Q 000 (!.l'I I . .:lo-- (7 .:u.~ ~o --.. , .. 
7 ,, 

L. =Q .11() ! 71 -· -· ,, I r, ~· ... - - . 0 

Total lntennedtate Fann Assets '"':Ml • u -- 'i I\ 
LONG TERM FAAM ASSETS 

Farm real estate Ac~ -,. J :l.:/.0 •' • OOC> , - ..,,.._._7 
Tola! Lonn Tonn Fann Uabllllles Igel . ., , 'I/I' :I!; 

TOT& FARM llA81LIT1ES ·~ FLB stock and co-op equity NONFARM LIABILITlES 

TolaJ I .....,. Term Farm Assots [7oJ ~ - o- Nonfann eccounls payable and accrued expenses 

TOTAL FARM ASSETS 
I~ NON FARM ASSETS 

Venlcies I • - Nonferm noles ~o ,..,. II~ I -:';:::,., ,;;;="-· Prlnclp,al Balance 

HousehOkJ goods • ' .... .- 0 

casn value of ltfe Insurance ,u 00 

SlockS and bonds -;:, - 0 

Tolal Nonferm Uabllitles les 0 
Tola! Nonfann Assets lnsl ,u V. 0 TOT& LIABILITlES ~CH- "°J ,t~ 

TOTAL>SSETS I :z--' .. ✓ 0 NETWORTtt '7.0 ?.;J,.? 

Dalo g.MJ. 
I certify lhat lhe stalamenlS made by me a:ranc• sheet are lrue, complele, and C01Ted lo the best or my lcnoY,1edge and belle/. 

I, l'/J'{. Slgnature(s) .Jtl/l/mllU n/a11, (1, ---JU,JK?'k:· 
.7 
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Land • Legal Ooscrfpllon 

Olher nems - Descr1pllon 

G,..-.•F.-:!Codlil G...ir.-C-hCodM 

IC.O,..(bJJ 11 Com(bJ) 
2 Ool• (buj 12 OIi.• (bu) 
l l!,Mlrf (bul 13. Ba7'-Y (bu) 
tG'W"~(bu! , , c...in ,orgllum (bu) 
s spmg~fbul I!. Sp,tr,g •"- (bu) 
aw~wt.-(bu) ltlWlnt••..,_(bul 
1 w.. fcwo 17.U.lla(CIIII) 
80.twrg,&ln"' 18. °'"'' ~n I I 
II o,,-g,u, 12 111 Ohal grain 12 
10 Ctr•i,lllnU 20.SGle.:. 

B...cflno;lu..stock ·- e, FNdlodamb prod. 
2 F- to finish 7.~ .. n, 
:, ~pig prod e.Horwb'Ndlng ·-- ·--~~'-"bpt-odlJClbn 10 Ho,-.y pn,duello<'I 

,.,,.. Annual Paymenl Explrauon 

Landk><d Total Crnp Type Of Lease Gash Ren! Dale(s) Dale 

Annual Peymonl Uplrallon 

°"""' Number Of Units Type Of Lease Pe.ym&nl Dale(s) Date 

other lnfooneuon 

CROP CODES 

'°""""""' "-"C= V~-Frub Oll'•••Cropa 

21.AZl .. at.y 33 S0vt-ni(bu) ~ Collon ('ibl !7.~ .. ...,,_. a, . .,... .,,~ 
22.1-9),49 ,. o,yti.r-.(t'Vll.l .ae.em011-,('ibl sa. err:c:co:1 7'0.s-.a.com 12. p..,,._ 1:13 Patun, (Al.!U) 

23.Gralhay :)S Plrto _,,. (CWII) ,1_,._._...('ibl .. c..._ 71 S-pi;Lmc.s .,_,_ IM. AIUoffl'll.h IPBl-lnJ (AUY) 

2,. l.b-1.,.., :J8 Di.wufl'I _,_ (bu) && Totaceo (lb) .,_ea.,_ 1'2.Tomac.1 .. _,...,.. ,.,_ 
25. felc111 hay 31 s....,_,,,,. cc-11 olQ.fl~-.lllbl 91.Carn:u n ou .. w,g. "' M.flapl»QI llllChrlsl.irml,_. ,.._ 

31..S~•(lonl 50.CS-.-i(lbl "'·°"" ,._ 0."9fwg. n ... - i1. r ... ,_,,_ 
27. Ot-er lo,aga SI. RSI (bU) !U. fnc111...ctllbl 113.CI.K:~ ~=-~ r/1.S-.Cthatrln Q! fi,tgra1 

~Comallagl 410. Ry. (bu) !12. Tmcl:hy .-.cl {lb) o<Umo- •r.11,c....,.._ liO.O.t.,Crop 

,. ""'"" ,,_ CMf'\ hay (Ion) ll Grm:, SNd llbl .. ~ T7.81Ulbamll &Smsll~ 

30. ~ allagl 42,Pop:om(CIIII) 54.C-,,cn;,p#1 

,._ 
,. """"""" 00.0llwfrull '1 

31.Slhlllg,M'lsllagll a3.St,.. rton) ~Cl!Shc,np#1 "·"""' 
,.._ 

ii. Cll'•a, ltull #2 

31,Qlwallagl W.RQ(lbl ~Callcrop#3 .. -- .,_ __ 
LIVESTOCK CODES 

l.Mllocil Gro-tng l Anbhtno 

11. 9N pr,:,dualon ~:~~~~ 
25.KollNcall~ 'Ok~-~ 3:3. Grailng hell•~ 37. 1/-' ptOdUdlon 41.Brni.:.~ 

12.~ 2G.Yrtg. ■-r~ 30 k~ground hel•~ :l,f_ Cwlom lod bNI 3;S.I.Ambllnllhlng U.Calbh 

13.~• ?3 0..,flr\lahlng 27.'frlgt.l.,~ 31. 8w grulng )5.Dalfylll- 39 Ulffibg,ulng Q C,-!bh 

i. U!!klng S'-P 21 SIN< at! flnQl'llng 2(1 Bid l:ackQroundlro ~.GIU'rlg ■- :,eo.i,yl'litlletW _,_ Tlrtsyl w,-

CENTER FOR FARM RNANCIAL MANAGEMENT, UNIVERSITY OF MINNESOTA 
Copyright o 1935, 1986, 1987 Mlnno-teta Exten•lon ScMGe, Unlvorslty of MlnnHOta 
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FINPACK Balance Sheet VERSION 7 0 (2) 

NAME: .:[i,),.,,. t kl4-- ··- h>-.,.er- DATE: ..:, a.,,,,,,.., I J qjr;, 

CURRENT FARM ASSETS ,J "·" Value CURRENT FARM UABILITIES I~ -·.:~-~:· . 

Gash, checking balance 14 9,}..S- Fann accounts payable and accrued expenses Amounl 

Prepaid expenses and supplies 15 

Growtng crops 16 r--"O..'r-vtS e,.,,o o,c: b; II Uoo 

Accounts recetvable f>,,,,:.._ 17 •,.too I\.•/-~. L - -'J ',h~ r.1, - -- .t.:. ~ __ ,.. .;i.,o 
Hedging accounls 16 "'"' ~ - .,... ,I C: _,: ~ •0 Lo,,_ 'r I"--+, r30 

19 lk r I 
Cmns held for sale or feed ~ ~roo 

°"""'' Y{fJ}ffrffAf$ffi~t:f;f_: 
./,/&,., b,J,zJ 20 "' .-,,1 ., ....... ,., 
C•"--' C. ' , ,,_ • .0 21 -= ,-;,-,... ~-(oo 

0,.,..,__ I 22 I ULt:)t, 1_.:a,.,o 
"'---'- 23 .,,, 

J <J. DO l '7 00 
.. ,_,.,. /,.,.. - ~ 24 -, a , JJ. () () 1. ""0 

I 25 

26 Subtotal aceounts payable and accrued expenses I 79 

27 CUrrenl farm notes payab~ !"" I'!•- - ·- Principal Balance ' • 0e11n~--... 

26 (' -~- (!t,o -o) 0 
' 29 

Crops under govt loan ~ Croo FS'/41~ 12. 1, ,. , ..... I"' '~"'"'"' Oianth1 

r'-~ ~ <!.<!. 35 I do-'""' 0 I I 
,1,.,, - .. I, ~,, /i "'I 36 

I / 37 

36 TolaJ Cumml Fann Uabllilles laol /9 ~00 

39 INTERMEDlATE FARM LIABILITIES ,,,_;J§"fffJ!lJ;J!.i.t;;.::.;;_•. 

40 Descnptlon R..~ Int••-- - Amourot 
Principe! Balance 

' ' • 0e11nftuan1 

Uveslock held for saJe \:.:" ~Ylllk 
Ouan!~" ~l-'1/f"-%"////@"'$ 

1J,~ !I ,-A 11\,0~ 45 -,,r J ~.,o :p k 11\0.. .. J ..... - q, J'"'j ."'IY.t;/ I" .S-S"O 
46 / ~ 

47 

46 

49 
50 

51 

Tolal Current Farm Assets leol ; L .. ~ C 

INTERMEDIATE FARM ASSETS 
~,, Breeding ltvestock Numti.1 Im WI(!, 

J,,.:r1.. C,,-.,.s 3~ DO 
J..~...l '7 "~o o 

·~s ' /4 /.( -o, J ., "u DO Total lntenned/ate Farm Uabllltles 1951 J ~ 5:_rn 

' ~-Jtl:!I~_ ,,.,..,J.,,... ,:,; ~A, ,; ~o~ LONG TERM FARM UABIUTIES i,i';,/1~$.@i 
, 

Oesct1ptlon ,;,;; 1irurn ·- -~ Principal Balance ,., lns111,,.n1 o.i·---r,1 

Farm mach!mny and equipment /..;i_ 002> t!-P ~ ,-c i' ,}J.::,.3c :>..~/,, 7li 

r .-... •- ....,.,.._:, =- "~"'/ '9 /11 .. . _ ..... ,• "lu.f. 

Total lnlennedlale Farm Assets le5I OIDI!> , I S,:;11;. t;JrlA •A / '( /_ ,aa7 

LONGTERM FARM ASSETS l'IJ i% ' , -
Fann real estate ,._ 
J' =-..-- ":?~- ~ot:> IJ~O 

r i t. .t:;o I- - -- "J 
, ., 

Tola! L --- Term Farm Uabllnles l9ol , U?U 

TOTAl. FARM UABILmES I .:).=-",,,. ~cl.U 

FLB slock and co,.op equity NONFARM LIABILITIES ;:(\;ffftff~i1.t%t 
Total Long Term Farm Assets 1701 ~- 000 Nonfarm accounts payable and accrued expenses 

TOTAL FARM ASSETS I .3 a., '<"" r • L; II -!,D 0 

NONFARM ASSETS W//4:;,!,!J:t,:.! 1/4,i~%% 

Vehlcles '3~D0 Nonfann noles payable "-" ·~- - ........ 
Principal Balar,ee I ,..,.,,, """ • 

HousehOld goods' 0 0&10 
Gash value ol llfe Insurance I <;/"O 0 
Stocks and bonds l'oo 

Total Nonfarm Uabllilles ,,. • DO 

Total Nonfarm Assets 1151 a.o1 Qno TOTAL LlABIUTIES ~~,. 7,;i.U 

TOTAL ASSETS I """"o. "-'•" NETWORTH /4.< . ft:,9 I 

Dale 

I ce"l!y that the statements maoe by me on lh~ balance sheet are lrue, comptete, and correct to lhe best ol my know1e<I~ 

➔- 0 /9'/J Slgnature(s) '1,-L ~ ~ ~ 't., 
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Land - legal Description 

other nems • Descrlpllon 

Grains· F-SC:00- G...,,.. C.,heocta 

'Com""' 11.CO...(bu) 
2' Ollll(b:l} 12. ca (buJ 
3. ewi.y ('bul ll.8erl9y(bu) 
"G~,c,ghuln{tlu) U,. G...., IOfghum (bu) 
5 Spm;i ""- (bu! I 5 Spring .,._ (buj 
a Wlrl9t _,_ (bu) 1&. w".,..,.__ lbUI 
7. Ym• (t'A11 17. MIia [ewl) 
a0:i-.,~,, Ill. O:IW i,aln 11 
II Cllt.1 grBIII "2 1'1. Cit.I grain 1J2 
10. OV••gtalt\#3 :io.S,,lleldl 

e,~u..,,;oek 

'""" l!l F..i.1 lamb p,od. 
2. FurtJ# ID llnbll 7.laytnghetll 
3 FNl!;tlrplgp,td ·--48-ltcN.,eatl 11.0abygDIU 
S '6:: laml>p"Oducl.lQn to. Ho...-y produal0n 

Acres Annual Paymenl Explrauoo 

LJ,n,Jlo«l TolaJ Crop Type or Lease cash Aenl 08,te(s) Dale 

Annual Payment Explratton 

o.rn.r Number or Unlls Type Of lea.so Paymenl Dale(s) Dale 

other 1nrOOM1k>n 

CROP CODE8 
-.,c,,,. ea,,c,,,. V~-Frub Cl1'111Crop1 

21 . .U••ll!y :nSO,.....(bu) ..SCOOon(lbl !;7.~ '8S,aptaa.-a 111.1&-t a;?.Pll(al'l:9 "·- )t Oryt-ell,(C'M.) ea.c.mon-1{1bl .. """'' ,.,__ 82.hac,.. al. Pau,a (AU"') 

23.Gl'all '-Y 35 Phot:..r>l(C'M.) n. P--.w \!bl '"·"""- 71.S.......p:t.111:0IIII "·- IW. AJ\.1"'1!11h orazino {AU"'l 
2,.Wudll!y 38. O\n.lffl ..,_,_ (bu) ol&. Tot.cco (lb} "'""'- 72To<nltcca .,,.__Pl~ ... ,_ 
25.Fneial-ey l7. S1n'h-11 {CWIJ ,Q B1~-it1t11 111.c.ntu n.O:,.,-..g.11 a5,.RMpbllmlll 115.Chl!,1..._t,_. ,.._ 

lG.Suga,l)e,atl(lonJ 50. eso,- .... (lb) ",,_, 7" OIIW-.g.12 l!IO.Sl.~rrlM w.T_..,_ 
71. oi-.,rcnga s Aa (buJ !,I. fneta .-1 (lb! "°"""""" ~~kbama 

s:r. s-.. cl'emlll QB.Tu/lg,-, 
20.Cornallag,t olO. Ap (bu) $,2. Tmothy 111«1 (lb! 154-~'-'- ea T.., ct.rrlts &a. 01'-• Crop 

,.°"'"" fl C.h hay !Ion) llGl'JISSSMld\lbl '6.0...... n.Dhabamn lllil.Slnllllll.lll 

.l0.SO,uh.,:n9119 "2. l'opc:om (~) Sl.c.l'lcro,p,1 
.,_ 

"°"""- £0. 011.., frull ,1 
31. Sm,,/1 g,alntl!aga Cl Q,- (\on) !.ac.shcrop,2 "·- ,,._ 

111.0thallrull,2 
32 Olhenllaga M.11.109(11>) 51S.cahel'OC),3 Sl'ol■(M "'·""""' 

UVEBTOCK CODES 
U...ocli GtlJOl'lr,Q II,~ 

11. 8N pn,du:tloro 21.l-t>Qllr,b~ 2S. HDl191'all llnlahlng 251. Bll:kgru,..nd -- 33. G,azlrw;j hllllor, 37. v,., production 41. Brc,11111 

12.S~ 22.C~om!8d 21!!. l'IQ ■OIi IWshlng :m kkgroln:t ,_,.,. 3'. C~om lod bod 38. Lomb flnlatllng 4a.Cc:dbh 

11 Rabbi.I 7.1. Boll"lhlehlng 21. Yrlg_ htforrlnbhlrig 31.Boll" gt&l'lng 3$.0olry ■-. 351. l.atnb g,mlng 'l.CIIIIO!bh 
14. Ullklng ShNp 24.$1•fc:alll"Wlbhlt'G 2l!l e.., bllckgtourdlng 32.Grazlng ••11 31!!.DakyhoUor, ... ,...,, u.. Trc,1,1 

CENTER FOR FARM ANANCIAL MANAGEMENT, UNIVERSITY OF MINNESOTA 
Copyright Cl 1985, 1988, 1987 Mlnne,ota Extension So...-leo, Untwraltyof Minnesota 
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FINPACK B1l1nc1 Sheol 

NAME: 

CURRENT FARM ASSETS 

cash, checking balanee 

Prepa)d expenses and supplles 

GrOWlng crops 
Accoonts recetvable 1) , V 
Hedging accounts 

Crops held for sale or feed 
11-- ,. , fl /}, fl 

s , 
I 

u.. 

20 

21 

22 

23 

24 

25 
26 

'Zl 

28 

29 

Crops under govt. loan ~ 

uveslock held fOJ sale 
'i? .. JJ ~ A. . 

Tola! Current Farm Assets 

INTERMEDlATE FARM ASSETS 

Breeding IIVestock 
n 

-.. , ·D ' ., /J 

L-/n' ~-

37 

38 

39 

40 

;:;.· 
45 

46 

47 
48 

49 

50 

51 

c~, 
,11 
~<;/ 

I 
.:,. 
3~ 

~rop 

I 

,_,. . ~ ..... /,,. ... - ~ 

Farm machinery and oqulpment 

Own\lty .,., 

-
14 

15 

16 

17 

18 

19 

lfliO 
',l~OO 

11/- 00 

11/-10 

"'""'" ~o 

laol 

VERSION 7 0 (2) 

DATE: .7c14<.,. / . / 'f KK' 

Value CURRENT FARM LIABILITIES I ;;,- . ,, 
Fann accounts payable and accrued expenses Amounl 

. I. ,, ___ - 044,, ....,,~.,,, 

,,,,,r IL I ..s.. A•.,-i~,..L.,, 

~- _n C A - - • 0 I 0 
, 

I @7///~ 

S/~O 
., r/-o 
~9IIO 
/700 
&, ~-00 

SUbtolal 8CCOUnls payable and accrued expenses I 79 8!.0 
CUnent farm noles payable E~ Intern! M,._, o!~ ... Prlrn:lpal Balence , ... 1-1-a 

"~- a~ r~ ,,.~ 0) 0 
~.,.J... ··. . '" /:;/_ '/00 

!m/Wf,j I 

0 

Total Curren! Farm Uabllilles lao 
INTERMEDIATE FARM LIABILITIES 

Desctlpllon lnt■ r■ll ...... ......., 
R11.I ■ 1-···1-11., O.!!nr,,-nL Principal Balance 

-- ,. Id. ~9.r/ - . 
, I 

• L ,, - Ul()-0 
.. • - - ,I 

T ' . In"" 

"'W. ~ liifa' !iMLli, 
W, W, ·~®~------__jf---1---l----1---+----~ 

.;z o-

Total Intermediate Farm Uabllltles 

LONG TERM FARM LIABILITIES 

Description o ... 

I ff 

···, .. 
1851 / a..eJ O 0 

1,!;f'J;ff,1$-W~4%K 
~in-.,,._ n1 Principal Balance 

r~=~~.,~'"rr"'•~;:='":i,.-"•=•::==~=;~1s----~---••_•_'' .?;iiff~. I-------'---+---+--'+_.,'.. __ ''+''°"' __ 1--j------l 
1-c•ci"""r"'oa1-"-e<1=a1:.:•'-r-,---------,--="'"-=-:- r;;"'~iilliq. ________ -+---+--+---"l----1------~ 

·
1 

.. hil~ -:1 ... D 00 

FLB stock and co-op equity 

TOlal LIVVI Term Farm Assets 

TOTAL FARM ASSETS 

NONFARM ASSETS 

Vetllcles 

Househok:1 goods 

cash value ol llfe Insurance 

StockS and bonds 

Total Nonfarm Assels 

TOTAL~ETS 

1701 

I 

TolaJ Lonn Tenn Farm Uabllltles 

TOTAL FARM UABIUTIES 

NONFARM UABIUTIES 

Nonfarm accounls payable and accrued expenses 
K -1-" .t?.~•up 

ijf.fJ?£fi((}f'/{,'f:°?,} IJ.- ~ -Av, A • 

7 t,00 Nonfarm noles payable 

,.10---

ff( 00 
Total Noofarm Uabllilles 

'"' 3- 'i}-00'9 TOTAL LLABIUTIES 

NET WORTH 

I a,7/J I,,, 

Principal Balance 

.. , 
.;J.71100 

I cer1tfy Iha! !he slalemenls made by me on this t>alance she-el are !rue, compJele, and correct to tne best of my knowledge and bellef. 

Data JML I, t'f'icf° Slgnature(s) Jk4-,.-~ 'tM,)I..~ ~- ~/Mp)J 
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Land • Legal Descr1pllon 

Olher nems • Descr1pllon 

Graln:I • F-=!Codes Gllln•Caheodlil 

I.COm(bu) II.Com (bu) 
2, o,u (bu) 12. OU (bU) 
3 8-rl.y(bu) 13. B.arley(bu) 
'Gra!n,orghuffl(bu) 14 GIUI ~ (bUJ 
~Sprlrl;~{bu) 15 Sprw,iwt-.(bu) 
aw1r1 .. whld(bu) 1!. Wlruw wt.a (bu) 
1.wn.(c-11 17,Ylll«{CW!J 
ll OthiJ, glUln '1 1&. Clher grain ill 
11 Oll'er~f'2 UIC:U-.rgralnH 
10 °'""''g,aln"3 :;ics.:i:.ic. 

B...slngO.-oc:lf ·- I!,. f..cl9rlemb prod. 
2 femJWtofi»Gh 7. \.aylnQ ham 
3 ~•pig prod ·--.... _ 

9 Dalrygoa1 
S UIQ. lombp,tldud.'10" 10.t-to,,ey~lon 

~ AllnuaJ Paymenl Expiration 

Landk><d Total Crop Typo Of Leruia Cash Rent Date(s) Dole 

Annual Payment Expiration 

OMler Number Of UnHs Type or Lease Paymenl Date(s) Dole 

other Jnfonn.idlOn 

CROP CODES 

'-°""' c.,"""' v~-~ "''"'-
'1.»dlat.y ,,..,_..""" "5. COtton ~bl 57.Aspngl.ll s. Snap tant II. Llrl "·'-
22.~tlQII l-4.0rytiaw'll(e'IIII) ~coaona09Cl{lbl .. ._, l'll.S-a:m 82.P~ 11:1. Po.in CAUl,f) 
2l.Gl'll:llmy 35 Pno t.1111 (cwt) '1'.~(lbl "·"""""' 71S--.pcXac. m.-. IM. Al'Llonr«l'I g,cazkw;J (AUi.i) 
2,.1.11!<.:llmy :,e. Dlsum _,,_ (bU) ~ Totax:o (lb) o,.ea,- n. Tornai.s IM. Pluma ......... 
,s,~,..r.y 37.Sunlo-r,(ewt) ~-Bl~ INCi {lbj lll.c.1UI 71 Ol,._ -..Q. I' 1 l!i!i.Ra~ 111,.Ci'v!,tf!l!ll\rae, ,.,,._ 36.S~(lon) !50. esa.., ..:i {!bl O,.C.,,, 1,.01 .... ..g. #'l .. ~- 11'7,f,_,w..-

27.0l1-'le>r9 3lil.R.iet,.,I 51.~IM-'(lbl o,.eu,.-., ~~~ er.s-..u.rm 118. T..tg,,m 
29.COmellaQII «I. Ry. (bu) 5.2. Tlmcthy -:i (lb) M ...... t..'O 00..TMc...,._ 1111.0lhf•Cl'Qf:I ,..,._ ,1.Cahtmy(tonJ ~Grm:is-:l(lbl " °"""' n.1511.Sberrta 08 Sm:!1111114 

30.SotvunlilaOI Q.Pop::o,n{CWI) 5-4.C-l'leropf'I .,.,_ 
,._ 

Q).Cl ..... lrul!f'I 

31.Smrll~•IO a. St,_ flOn) !!6.CmhcropH "·- ,.._ 
91.C:ll'••INl\1'2 

32_0;,_, ... 44. l'lb (!bl SO.Cahtt09lll 
...... _ ,._,. 

LIVESTOCK CODES 
U...oc:kG!t!WW,l&flnklllng 

11. S.. production 21.1-togllnll~ 2S. Hlll .. call I~~ 20 Bclrgl!:uld ••n 33. Grai)ng ~ll1n 37.1/-~Jon U Drolei. 
12. SptMnlng 22. Ciacom led 20. Y1lg. •- flnlahlng 30k~t.11.n ,. C~om lid b-' 3ll Lamb rlnlahlng Q Cirfbll 

13.Rabbb 23. BNl'll••Nng 21.Y11Q.l'alf..-llnahlng 31.8-v-zr,Q :JS.Delry ■Nfl lSI l.ambgn,:zlng "3 C ..... lsll 

11. l.llllrlng Sl>Np 21.St•r~fl,.!'llng 29.Blllll'tac~ 32. Grvn;J a_.. 3ll OCl!ryhlU.,. .ao.T~ 4,11 rro,., 

CENTER FOR FARM ANANCW. MANAGEMENT, UNIVERSITY OF MINNESOTA 
Copyrlghl Cl 1985, 1008, 1987 Mlnneaola E>d0fl11ion Sorvlea, Unlw,stty of M!nnHOto. 

17-21 



Minnesota Version 7.0 
October 1987 

F~NPACK -CROP DATA BANK -SE120 
Enterprise Code 1oolFeed Corn 102 learn SIiago 1041 Oats (alfalfa establishment) 

Typical Lg. Range 1st Year Typical Lg.Range 1st Year Typical Lg.Range 1st Year 

Una number 100 101 102 103 104 105 

Crop code I 28 .;ig_ 2 ~ 
Yield per acre 120 Lr,.!> 18.5 li:z 65 5.5" 
Price per unit s 0 i 0 $ 0 i. 2 $ 0 e 0 

Seed s 21.00 $_ ,JJ. QO s 21.00 ~ .3.l 20 s 33.50 t f, 00 

Fertilizer s 26.50 ,2.1, 00 $ 26.50 .ai"2 s 54.00 t:l£.Qo 
Crop chemicals $ 20.50 d~-12° $ 20.50 ~o.o $ 0 0 

Crop insurance s 8.00 ~ $ 8.00 0 $ 0 0 

Drying fuel $ 12.00 0 $ 0 0 $ 0 0 

Irrigation energy $ 0 0 $ 0 0 $ 0 0 

Custom hire $ 0 lO- • • $ 0 0 $ 0 0 

Direct crop labor s 0 0 $ 0 0 $ 0 0 

Interest $ 5.45 I. £.l• $ 5.45 ~ S:~o $ 5.25 /. /.S"o 
Labor hours 4.5 ![!, 6 {,,_ 4 tf. 

-:: 

Enterprise Code 1061Allalfa Hay 108 I Soybeans 1101---&,.., "A 

Typical Lg. Range 1st Year Typical Lg.Range 1st Year TypicaJ Lg. Range 1st ,fear 

Une number 106 107 108 109 110 111 

Crop code 21 .ii I 33 B 15 .u 
Yield per acre 4.5 3 40 ./10 50 ll 
Price per unit s 0 J 0 tI::··:-ii;// $ 4.95 t.1..• 2Q $ 3.10 e. 0 

Seed $ 0 I. Q $ 12.00 lD1 '212 $ 12.00 ~,Ueo 
Fertilizer $ 20.00 /J.. i2'2 $ 12.00 ,f 120 $ 18.00 '1.f. 60. 

Crop chemicals $ 0 Q $ 18.00 d..l- QQ $ 2.00 
~1Q:!2 

Crop insurance $ 0 0 $ 16.00 lfb. aA $ 4.00 0 

Drying fuel $ 0 12 $ 0 0 $ 0 0 

Irrigation energy $ 0 S2 $ 0 0 $ 0 0 

Custom hire s 0 0 $ 0 ~.•o $ 0 0 

Direct crop labor $ 0 $ 0 0 $ 0 0 

Interest $ 1.20 ; /: 00 $ 3.35 i 1/,u //~_/:::;.::::.·,,.,: ... $ 1.90 ~5:V-o 
labor hours 7.5 1. :})j/ 4 !J. 

:··:•//:::~.::: 3.5 t, 

CAOPCODE8 

Grains-Feed Codn Gralm.cmh Codes HeyCrt>911 Cash Crops Vegelab!e-s Fruits Olher Crops 

""'""' """"~ '""""" ' 11.Com(bu') fl.AJallatay ' ,,.._. ... 411 Col!O"l(R,j !i7 Atpa18Q .. ,...,_ .,,_ 
2.0als(t,.4 • 12. 0.1 (t,.4 

,, __ 
• lolClryt...(ear!J 45.COtton_,(ltil """""" Til&e:i.t.fflM 'iQ p..,11 .. (e.,,1 ,...., ... • 13.°"""f'(t,.4 ,..,_.., 
' 35 Pnot...(c-11 C7.~('lbl '"'""- ,,...,_ IM.lol!111T11111.IIO'WT'\lt .... 

• Greln90,gfun{bl.t • •--G.-.n~(bl,I ,.._.., 
' :JII.DI.Nn .... lbl.e ~-Tota::co (lrJj "'""""- ,.,,.,._ 11&.fal"-"" 

.5~.,,_lbl.e ,., 1.5.Sllff"G.,.._lbl.e ,.,_,..., 
' 37 &n._. (cwtl c!lluogtml..i(a)l 1!11. Canalt ,......, ~ 0,,111 ... 1.-

&.'Mrur.,,_(t,.4 ... 111.'Mnl.,..,_(b..l 26.SIOW91' ·" 3&~1l011 50 O,.,....i(IJ) 1!1.'.C.i.ry ........ ri,r,..re....... 
l~[c-1\ ,. 17.MIDlll(c.iJ n.ou .. , 1o,aa11 ' 311.AD:(t,.4 !i\,faciall..t(a)l l!Q.CU:~ " - l:il!S Tll19fB1 
&OU-~1'I ' I& Ollar grain#! «I.It,-. lb<-' 52.Twot,,,._,~ 

,. .... _ 
"·-- gg OthJf()w 

9.0t,...ir-"1'2 ' 111.01 .... ;,-wnn '1. Cal'! twy (tort .53.GtaaS-'fltll ... -. .,....., 
10 Ot,..,~,3 ' 20 Sl!.mkja SilageCfope Q.Popc,orTl(~I Sol. Cmfl C!Op "I ei,_p_, """"' a.su-(lort ~- C.1'1 Cl'OP '2 51', PaPJII" !15 Aa,p0911"1-1 

SIIQIEq/l'on .W.Alc:e('ltJI !4C.l'lc1'00•3 1!1:1 Potatc.1 ell S1lll"'ltl9rn., 
.e.eom,._, ' 1111 S,apbN,. 975--1,::r., ... 

"""' .... ' 70 s-1com l!lfl, 7111 Cl'latr_, 
:lltl 5o<vrun1i.ao,, ' 11. S-1 po1atoe1 ae s,..ar,..-, 
31.S.,...o,.lrll'-Oa ' 7' To ... ton 90 011-.rlnAl'I 

~OlhJf•IIQI ' n ou .. ,""'11 "' 111.011-.,11U1n 
71 Ol"-•""'11 "' 

TYP£CODE9 

Eatab!lahm•nt - C.0p Code • 1 Double Crop • Crop Code • Z Irrigated - Crop C~. l 
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Enterprise Code 112 - Oa!S_ £.af. 114 - 176 Ii Corra 

Typical Lg. Rango Typical Typical Lg.Range 1st Year ---
Una number 112 113 114 115 116 117 ---
Crop code 2 ,L 66 ~l 70 I 
Yield per acre 70 &!2 3200 t.,;i, 6 

~ ';.2, Price per unit $ 0 I 0 $ 0.080 l 0 $ 45.00 

Seed $ 10.00 t If.. OD $ 33.00 ~ 0 $ 10.00 l,3.t oo 

Fertilizer $ 12.50 .1.S:..t1.o $ 23.00 l.J... oo $ 26.50 .?.l 212 
Crop chemicals $ 2.00 0 $ 4.00 0 $ 20.50 .?..?.-12• 
Crop insurance $ 2.50 0 $ 7.20 0 $ 7.50 __ D_ 

O!ying fuel $ 0 0 $ 0 0 $ 0 ___ o 

Irrigation energy $ 0 0 $ 0 0 $ 0 __ o_ 

Custom hire $ 0 0 $ 0 0 $ 0 ~· 
Direct crop labor $ 0 0 $ 0 0 $ 0 0 -
Interest $ 1.45 t /. S'o $ 3.60 , /. DO s 3.40 t, S:.fi.o 
labor hours 3.5 .3 --- 2 7 4 ____!f. 

Enterprise Code 118 Alfalfa Establishment 120 .-.ui. 122 

Typical Lg.Range 1st Year Typical Lg.Range 1st Year Typical Lg.Range 1st Year ---
Line number 118 119 120 121 122 123 

Crop code 21. 1 ,?.I. I.I.. 93 J.I. I;/., J..?. 
Yield per acre 1.75 . S" 1.5 l- o ~5" 
Price per unit $ 0 e 0 $ 0 t 0 $ It f-f• 
Seed $ 27.00 f, ~4.oo $ 0 i. ~!i. 2• $ t_ lfJ. r.12 

Fertilizer $ 48.00 0 $ 0 0 $ f 00 

Crap chemicals $ 5.00 0 $ 0 0 $ ,J./. 00 

Crop insurance $ 0 0 $ 0 0 $ /1.. QQ 

O!ying fuel $ 0 0 $ 0 0 $ __Q 

Irrigation energy $ 0 0 $ 0 0 $ 0 

Custom hire $ 0 0 $ 0 0 $ ~Cl 

Direct crop labor $ 0 2 $ 0 0 $ 0 -
Interest $ 6.40 ~ l, 2o. $ 0 ft. 7o ~:?:;::::-"'·> . $ ~ 0/l_ 

Labor hours 5 3. 1 3 + 

Share Code ~,,,,•·? . . :.:-:/ ~ 
Line Number 170 171 172 173 174 175 

0 % production 100 50 60 

CROPSHARERENTALARRANGEMENTS FINLRB FEED PRICES 

Typical Lg. Range 
Line# 180 

p % seod 100 50 100 Corn 
E % fertilizer 100 50 60 purch. 2.35 ,.i_."-!> 
R % crop chemicals 100 50 100 sold 2.25 _.A.J_o 
A % crop insurance 100 50 60 Hay 
T % drying fuel 100 50 60 purch. 70.00 ZfJ. 
0 % irrigation energy 100 50 100 sold 50.00 ,fc, 

R % custom hire 100 100 100 Silage 

% direct crop labor 100 100 100 purch. 20.00 ~ 
sold 0 __ o 

ADJUSTMENTS TO THE FEED CONVERSION FACTORS 
Line Crop Conv. Line Crop Conv. 

Crop No. Code Factor Crop No. Code Factor 

AUMS 
purch. 0 0 

sold 0 S2 

190 191 

Copyright C 1987 Hlnnesota Extension Service, University of Minnesota 
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Minnesota Version 7,0 
October 1987 

FiNPACK - LIVESTOCK DATA BANK - L 1 

BREEDING LIVESTOCK - Product or Per Head Sales 

Enterprise Code 200 I Dairy Cow & Replacaments 

Typical 

Line Number 

Livestock code 

Sales quantity 150 cwt 

Price $ 10.50 

Cull Income $ 150.00 

Other sales $ 60.00 

Purchased feed $ 200.00 
Artificial insem. $ 32.00 

Health $ 60.00 

Supplies $ 50.00 

Marketing I 58.00 
Interest $ 5.00 

labor hours 50 

Corn equivalents 125 

Hay equivalents 5.6 

Silage equivalents 5.7 

AUMs 0 

Lg.Range 

200 

I 

l!l 
II l~ 2i:I 
l,l,O,t>O 

~"'· 00 

.2..tl.&1 {:1:0 
ld.'.t. 00 

5_.J.. ~12 ,o. ~g 

~i,-QQ 
ti.. £q_ 

{;,_" 
~I 
s.s-
{,.9 

0 

1st Year 

201 

:~·:d ii¥#{{i 
ttffr(_0#tW¥-t 

;#t?#=frf:WX 
;'.;L'.>'\:&..~:LLi 

202 !Feeder Pigs-1 Utter 

Typical Lg. Range 

202 

3 

7.5 

$ 38.00 

$ 41.00 

! 0 

s 94.00 

$ 0 

$ 15.00 

$ 6.00 

$ 8.00 
$ 5.65 

10 

30 

0 

a 
0 

1st Year 

203 

204 ,,,✓._.,,. _____ ,,_, _, .f 

Typical V Lg. Range 1st Year 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

204 205 

I 

ti'o qo 

,i'f 99 
t1o oo 
,35: 99 

f.;2. 00 

t.o OP 

4».00 
11 . .s-2 /3,.->:s. cii~t;:M 
t.o wnwwx~m::~ 

t'iS: 
I,, t> 

5:b . ----
0 

LIVESTOCK GROWING & FINISHING • Purchased At A Per Head Price 

Enterprise Code 2201 Raised Dairy Steer (120-1200) 

Line Number 

Livestock code 

Selling weight 

Price 
Purchase costjhead 

Purchased feed 

Health 

Supplies 

Marketing 

Interest 
Labor hours 

Death loss% 

Corn equivalents 

Hay equivalents 

Silage equivalents 

AUMs 

Months on farm 

.. _ 
2.r.-101..,. 
3.r--pligp,cd. 
•.a.t~ 

Typical Lg. Range 

220 

1st Year 

221 

35 

1200 

$ 55.00 
$ 0 

$ 64.00 
$ 7.00 
$ 8.00 
$ 12.00 

s 3.85 

15 

1 

85 

2.3 

1.1 

0 

18 

Breeding Uveetoell 

B.f-s.,lan'Clprud. 
7,lo)4rQta,,. ·-- II. BM p-ocu:llon 

12.S~ ,._, 
1•.MlltlrQStMp 

5- IAt. ~ p-ocu:tlon ·--10. Honlyprodl£llon 

222 IFJnlsh Feeder Pigs 

Typical Lg. Range 

222 
21 

230 

£ 44.00 

$ 38.00 

$ 21.00 

$ 1.50 
$ 1.00 

s 2.00 

$ 2.35 

0.5 

2.5 

9.75 

0 

0 

0 

4 

UYEBTOCIC CODEii 

1st Year 

223 

Typical 

$ 

$ 

$ 

$ 

$ 

$ 

s 

Lg. Range 

224 

---

----

1st Year 

225 

b'-=\iii:)=fd 

:/ 

l.Jveltock Orowlng and Rnlahlng 

21.t'k)g~ 2'9.Yll;.rue,~ 31.a.lgra:zlrig _315.c.i,yr.w.,, •t.lli"ollalt 
22.0-aomlafl'Cgl 8.Y,tg.td•fWINrv 32. GtaJrQ •!- 37. Ytal p-odwlon .,_,_., ,,,...,,_ 2G.e.llit.:~ 33. GnulrG htl.,. :z~~Nn;i ... .,.. .. 
2'&.SI-~~ 2Qlllll:~CI- ~- ei..1om 19d t.t ,......,...,... U.TIIIII 
25.HDl•ailf~ 30..~ ... 11111 ~- DalrytlMII 40. Tlll<o,e 

Copyright D 1987 Hlnne5ota Exten51on Service, Unlver5lty of Hlnne5ota 
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Enterprise Code 2101 Farrow to Finish - 1 Litter 

Line Number 

Livestock code 

Sales quantity 

Selling weight 

Price per cwt 

Cull income 

Other sales 

Purchased feed 

Artificial lnsem. 

Health 

Supplies 

Marl<eting 

Interest 

Labor hours 

Com equivalents 

Hay equivalents 

Silage equivalents 

AUMs 

$ 

$ 

1 
$ 

$ 

$ 

$ 

1 
$ 

T~ical 

2 

7.25 

230 

44.00 

41.00 

g 
220.00 

o 
20.00 

15.00 

~.~ 
13.20 

13 

100 

o 
0 

o 

Lg.Range 
210 

1st Year 

211 

BREEDING LIVESTOCK - Per Cwt Sales 

212 I Beel Cow- Calf 

$ 
$ 

1 
$ 

$ 

$ 

$ 

Ii 
$ 

Typical 

4 

0.75 

450 

67.00 

65.00 

g 
14.00 

o 
12.00 

5.00 

4.~ 

1.70 

9 

8 

2.4 

1.8 

6.25 

Lg. Range 

212 
1st Year 

213 

:-:-~:_._:)\t'.tt2 

214 I Market Lamb Production 

T)'_Elcal La.Range 1st Year 

214 215 

5 
1.3 

110 

$ 63.00 

$ 3.00 

Ii 11.§g 

$ 8.00 

$ o 
$ 3.00 

$ 3.50 

Ii 2.~ 
$ 1.00 

6 

7.2 

0.6 

o 
0.85 

LIVESTOCK GROWING & FINISHING - Purchased At A Per Cwt Price 

Enterprise Code 230 I Finish Stoor Calf 232 I Finish Yearling Steer 234 I Winter Steer Calf 

Tl'!'ical lg.Range 1st Year Tl'!'lcal Lg. Rango 1st Year Typical Lg, Range 1st Year 
Line Number 230 231 232 233 234 235 
Livestock code 24 26 29 
Selling weight 1100 1150 750 
Price per cwt i ~1-~ $ 61.0Q § ~2.~ 
Purchase weight 430 650 430 
Purchase price/cwt $ 67.00 $ 62.00 $ 67.00 
Purchased feed $ 42.00 $ 31.00 $ 20.50 
Health $ 5.00 $ 4.00 $ 2.50 
Supplies $ 4.00 $ 3.00 $ 2.00 
Marketing I 1~-~ $ 1§.sg § ~-00.. 
Interest $ 33.00 $ 30.00 $ 15.50 
Labor hours 6 ~/. 

___ 4._5_ ---- ~'''~• =="' 2.5 
Ooath loss% 1 1 1 
Com equivalents 55 48 20 
Hay equivalents 0.5 0.3 -------- 0.25 
Silage equivalents 2.4 1.8 1 
AUMs o 0 o 
Months on farm 10 7 5 

216 I 
Typical 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

2361 

TY,Elcal 

$ 

$ 

$ 

$ 

$ 

$ 
$ 

Lg.Range 
216 

lg.Range 

236 

1st Year 

217 

1st Year 

237 



Three alternative farm plans are compared in the following FINI.RB example: 

Base Plan: 

The present farm plan is just projected into the future. See pages 17-7 
for farm plan details and the output printout on pages 17-35 through 17-39. 

Alternative #1: 

* Buy 5 more cows and milk 37 cows. 

* Change crop program to meet the needs of the larger dairy herd. 

* Write contract for deed down to fair market value. 

Alternative #2: 

* Allow Mary Jo to stop working at the local nursing home. 

* Adjust family living down $1,000/year because Mary Jo has 
no off-farm job. 

* Buy 5 more cows and 8 bred heifers to expand dairy herd. 

* Buy 5 younger open heifers as replacement animals. 

* Adjust the crop program to fit the needs of the dairy herd. 

* Write contract for deed down to the fair market value. 

* Increase production performance on crop and livestock because 
Mary Jo is home all the time. 

(Detailed information on the crop and livestock program can be found in the 
output printout.) 
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INPUT FORM FOR 

FINLRB 
A Computerized Long Range 
Farm Budgeting Procedure 

DATA FILE NAME j UlrmJ.lv 

LINE NUMBER NAME AND ADDRESS 

4 ( LL • a., m111w 'J. 7. . -. 
" qv 

LINE NUMBER 10 

CROP DATA BANK NAME St tJ.o 

LNESTOCK DATA BANK NAME 

CENTER FOR FARM FINANCIAL MANAGEMENT 
UNIVERSITY OF MINNESOTA 

I- I 

Copyrtght o 1985, 1986, 1987 Minnesota Exlensk>n Service, Untverslty or Minnesota 
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CROP AND LIVESTOCK PLANS 
Line Enterprise Share Base Plan Alt. #1 Alt. #2 

CROPS No. Code Code Acres Acres Acres 

,..,,_ ' 300 , ,, 0 0 Pl. 1 ~J/ -
l"'M_, ... "A .. _ 301 io • 0 ·~ fl I/. 0 

.,,....,..,,,1 ,,.. .. , ,_ ~ ,_ • _.,_ ~4 . I .,.. ) 302 10.L n ~7 ~ 'I 0 

• J > ,. -~ , 
- 303 101:, ..... <II /_ 2 0 . , ~. - ~ ,, I'. J. . -r . - .. "' 304 ,, , 0 •7 1q 0 

' • 305 ' ,.,..,.,. ' 306 I/'- 0 ,., 
" 91 . .J.. 

,. __ , ~: 6 307 J/ 0 0 " 0 /-'I.fl 

_, T",,, ({' I . , ,,.-1:.,1·1 .. . -r ) 308 I /.2.. 0 0 0 ~o 

• J ' ,: ". .. ~ , 309 ,,J. 0 0 0 ...-1> 

,A ~- I 'l. . ..; ,, • J ·---~ ~- - . 310 1-.0 0 0 0 ..:I 0 

j t • 311 

312 

. I. . , 313 Joi' 0 JL9 lfi 0 
__ § , ..... .. 314 ,~.,_ 0 0 0 s..,_ 

Cl Line Enterprise No. No. No. 
LIVESTOCK No. Code Units Un~s Un~s 

A . .... - - , 350 . - ~ If.• If,, " 
~ .. II. ' . 351 .. "- " C, 

,,,, 
,7 352 

353 

354 

355 

356 

357 

TOTAL LEASED AUMs 370 W/18'~~iii! iii! 

BALANCE SHEET CHANGES-ALTERNATIVE #1 

Purchase Price Increase In Assets Increase In Liabilities 
Or Value For Raised Assets Inter- Long Inter- Long 

Description Farm Nonfarm Current mediate Term Nonfarm Current mediate Term Nonfarm 

5 ~000 0 0 :, _'I.., - n 0 0 ¥ - 0 0 

Total I 311 ~o-" 0 0 .3~oo 0 0 C, d.ooo 0 0 

Decrease In Assets Decrease In Liabilities 

Sales Price Inter- Long Inter- Long 
Description Farm Nonfarm Current mediate Term Nonfarm Current mediate Term Nonfarm 

('. r r ./..,, ~ ,I ... _, ... :tr,. J T. I _J. •- . .. 
II I 

Total I 312 a 0 0 0 0 0 0 0 Sill,~ 0 l 
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BALANCE SHEET CHANGES -ALTERNATIVE #2 

Purchase Price Increase In Assets Increase In Liabilities 

01 Value For Raised Assets Inter- Long Inter- Long 

Description Farm Nonfarm Current mediate Term Nonfarm Current mediate Term Nonfarm 
t:;A .. , ...... ~ d - -. ,.., " - •• 0 0 - ,1/,., -o 0 0 

7 1..,J L, "L . ,19,.,,., ,, 0 390 0 - 0 ~ ,La_,.. 0 0 

j; -•-• L ••J • J I-. r,,.,.. 0 n <>,. ,., ,.. 0 , .... ,,.,0 0 -
• I 

Total I 373 9900 0 0 79 •• C, 0 "' "19 •• 0 0 

Decrease In Assets Decrease In Liabilities 

Sales Price Inter- Long Inter- Long 
Description Farm Nonfarm Current mediate Term Nonfarm Current mediate Term Nonfarm 

( • . -r ,_ t: _,_ ... .J . -•. _,.._ J I- .. , .. 
. ' . 

V 
Total I 374 0 0 0 0 0 0 0 0 ,:;fib~ t> 

DEBTS TO BE REPAID OVER MORE THAN ONE YEAR 

DEBTS ON WHICH ANNUAL PAYMENT IS KNOWN 

Line Loan Interest Principal Annual Pavment (P & ll 

Loan Identification No. Code Rate Balance Base Plan Alternative # 1 Alternative #2 

380 
381 
382 
383 

384 
/7,, r. /- 1,.. ,1 •• J 385 S" g 1 "-~ 3bd.J ''-.'.l'lo 0 0 

fl ,: ___ I-L! ,_ 
,J •• A 386 -~ i Jlf'7 ~.,, 0 1'79.~t.. /79,d, & 

b 387 
388 

DEBTS ON WHICH ANNUAL PAYMENT IS UNKNOWN 

Line Loan Interest Years Outstanding Principal Balance 

Loan Identification No. Code Rate Remaininq Base Plan Alternative # 1 Alternative #2 
0. I., L" ,, 400 , A '". ,J. ,, ., ....... 0 ,.. 0 -
"2. lo i .,_ti . 1- L 401 - ,. ,.;z, '1 ~ J/ """' n 0 
LI ,. - _l ~11· __ ., J, 402 ,A '" 

.., 
" <) ... ,a O 

403 .. 
404 
405 
406 
407 
408 

LOANCXXJES 
Farm Real Eslal:a Fmm Non Re.al Esta!& Noof-

1.FmHA 4. Bank 12 7, lndMdual 10. Bank I 1 13.PCA 16. Individual 25. House 
2. Federal Land Bank !S. Contrae1 For Deed 8. Other 11. Bank 12 14. ASCS Fa.clllty 17. OlhM 26. Automobile 
3. Bank I 1 6. Insurance Company 9, Minn. Fa.rm Security 12.FmHA 15. lmplemen! Oee.!er 27. Olher 
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RELATED OPERATING EXPENSES 
Base Plan Alternative # 1 Alternative #2 

Line number 420 421 422 
Farm taxes (real estale & P(ll'llOnel prop,11rty jf applluib~) 1 fl r,9 '"i''l , <> fl'i 
Farm insurance• I?<- c>..-0 <><'~ 
Land rent 

0 0 0 
Machinery and building leases 

0 0 0 
Grazing fees 

0 0 -Hired labor• ,.,.,,~ <NA ,C-,i -
Machine hire• J~iJ,.. ,__, >,/. 0 /.J",A 
Crop marketing and commercial storage• 

0 ~ ~ 

Utilities• :, '"I A "~00 .1-.. .-.. 
Fuel and oil* JIQ • A ""A,> :, ,,_ 0 

Repairs • , ., 0 ""•o .1 • - 0 

Miscellaneous _,I)' 0 •-"90 "I.., ' .... 
Interest on related operating expenses It),:,"/,, q60 q. l> .,, . ~ 

* Exdude any of these expenses already scheduled In the data banks 

OTHER INFORMATION 
Line number 423 424 425 
Depreciation '1'1A A '1'7.-- '1'7.-. 
Annual replacement (machinery, &quipment & breeding lr.estoek purchases) Pooo 01 00 0/._ 
Custom work income 0 0 0 
Other farm income fr-..... .,_ J. = ,.,,,2_. - ., I'. M. J:, __ ,,~ ) e. o ,;-,. 0 ~ .. o 
Nonfarm wages and'Salaries ~fore ta,,;esJ r , ~.,, "" ,11,,J.,~ -Other nonfarm income (befo1e ,~es) 0 0 -
Nonfarm income - nontaxable 

"' 0 -
Family living expense ,ro,.o I~---- 1,/ A 0,,,... 

Number of families involved (enter zero for CQlPOratio<'ls) J I I 
Total number of tax exemptions (arr families) ,1 ,t. ,L 

BALANCE SHEET CHANGES - BASE PLAN 
Purchase Price Increase In Assets Increase In Liabilities 

Or Value For Raised Assets Inter- Long Inter- Long 
Description Farm Nonfarm Current mediate Term Nonfarm Current mediate Term Nonfarm 

Total I 431 

Decrease In Assets Decrease In Liabilities 
Sales Price Inter- Long Inter- Long 

Descriotion Farm Nonfarm Current mediate Term Nonfarm Current mediate Term Nonfarm 

Total I 432 
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John and Mary Jo Farmer Farmland, MN. 
FINLRB: Long Range Farm Budget 
Center For Farm Financial Management 
(C)l987 Minnesota Extension Service 
University Of Minnesota 

File: FARMER2 Date: 06-03-1988 
Dept. Of Ag & Applied Economics 
University Of Minnesota 
User ID: Joe Agent 
Mandria County Extension Service 

*** PLAN DESCRIPTION*** 

.Total Crop Acres 
Total Farm Labor Hours 
Change In Farm Assets 
Change In Farm Liabilities 

Crop Acres 
Feed Corn 
Corn Silage 
Feed Oats 
Alfalfa Hay 

*Alfalfa Hay Estab. 
Feed Corn 
Corn Silage 
Feed Oats 
Alfalfa Hay 

*Alfalfa Hay Estab. 
Soybeans 
Soybeans 

(*=Double Crop) 

Yield/Acre 
105.0 Bu. 

16.0 Tons 
55.0 Bu. 
3.0 Tons 
0.5 Tons 

122.0 Bu. 
18.0 Tons 
60.0 Bu. 
4.2 Tons 
1. O Tons 

30.0 Bu. 
35.0 Bu. 

Share 
100 % 
100 % 
100 % 
100 % 
100 % 
100 % 
100 % 
100 % 
100 % 
100 % 
100 % 
100 % 

Livestock Plan 
Dairy 
Dairy 

Unit 
Cows 
Cows 

Sales/Unit 
131 cwts 
155 cwts 

Corn Equivalents 
Produced 
Fed 
Balance 

Hay Equivalents 
Produced 
Fed 
Balance 

Silage Equivalents 
Produced 
Fed 
Balance 

Bu. 

Ton 

Ton 
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LONG RANGE TYPICAL YEAR PLANS 
Base Plan Alt. 1 Alt. 2 

230 
3,154 

0 
0 

86.2 
13.8 
27.0 
54.0 
27.0 
0.0 
0.0 
0.0 
o.o 
0.0 

49.0 
o.o 

32 
0 

9,794 
4,512 
5,282 

176 
176 
-1 

221 
221 

0 

230 
3,490 
3,200 

-54,162 

84.0 
16.0 
29.0 
63.0 
29.0 
0.0 
0.0 
0.0 
o.o 
0.0 

38.0 
0.0 

37 
0 

9,618 
5,217 
4,401 

204 
204 

0 

256 
255 

1 

230 
3,802 
7,900 

-48,262 

o.o 
o.o 
0.0 
o.o 
o.o 

86.2 
13.8 
20.0 
58.0 
20.0 

0.0 
52.0 

0 
44 

11,116 
5,940 
5,176 

264 
264 
-0 

248 
246 

2 



***PROFITABILITY*** 

PROFIT OR LOSS STATEMENT (Typical Year) Base Plan Alt. 1 Alt. 2 

Corn Equivalents $ 2 .10/Bu. 11,091 9,241 10,870 
Soybeans 4.90/Bu. 7,203 5,586 8,918 
Milk 10.50/Cwt 44,016 50,894 71,610 
Cull Livestock Income 3,840 4,440 6,600 
Other Livestock Income 768 888 1,056 
Other Farm Income 500 500 500 

(A) Gross Cash Farm Income 67,418 71,549 99,554 

Seed 3,616 3,582 3,380 
Fertilizer 4,515 4,585 4,412 
Crop Chemicals 3,229 2,998 3,292 
Crop Insurance 735 570 780 
Custom Hire 1,352 1,220 1,382 
Purchased Feed 6,592 7,622 7,480 
Purchased Hay $ 70.00/Ton 35 0 28' 
Artificial Insemination 768 888 1,540 
Veterinary 1,664 1,924 2,288 
Livestock Supplies 1,920 2,220 2,640 
Livestock Marketing 1,696 1,961 2,728 
Machine Hire 1,240 1,240 1,240 
Fuel & Oil 3,900 3,900 3,900 
Repairs 3,620 3,900 4,200 
Hired Labor 540 540 540 
Farm Taxes 1,889 1,889 1,889 
Farm Insurance 850 850 850 
utilities 3,840 4,000 4,500 
Interest 21,891 18,319 19,081 
Miscellaneous 2,010 2,290 2,700 

(C) Cash Operating Expense 65,902 64,498 68,850 

(D) Net Cash Farm Income (A-C) 1,516 7,050 30,704 
Depreciation (-) 7,700 7,700 7,700 

(E) Profit Or Loss (=) -6,184 -650 23,004 
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PROFITABILITY MEASURES 

Returns To Labor, Mgt, & Net Worth 
Labor & Management Earnings 
Rate Of Return On Farm Investment 
Rate Of Return On Farm Net Worth 
Rate Of Return on Added Investment 
Net Profit Margin 
Asset Turnover 

(Fl Interest On Farm Net Worth 
(Gl Farm Interest Paid 
(Hl Value Operators Labor & Mgt 
(Il Return On Farm Investment 
(Jl Total Farm Investment 
(Kl Return To Farm Net Worth 
(Ll Total Farm Net Worth 
(Ml Added Return To Added Investment 
(Nl Added Capital Invested 
(Ol Value Of Farm Production 

***LIQUIDITY*** 

CASH FLOW (Typical Year) 

(El 
(E-F) 
(I/J) 
(K/L) 
(M/N) 
(I/0) 
(0/Jl 

(L*6%) 

(E+G-H) 

(E-H) 

(A-B) 

Net Cash Farm Income (D) 
Nonfarm Income (+) 
Net cash Available (=) 
Family Living (-) 
Income Tax & Social Security (-) 

(P) Cash Available For Principal Payments (=) 
Farm Interest Paid (+) 
Cash Avail. For Principal And Interest(=) 

Contract For Deed Payment 
Contract For Deed Payment 
Bank#l Non R.E. Payment 
Bank#l Non R.E. Payment 
Bank#l Non R.E. Payment 
Operating Loan Interest 

(Q) Total Scheduled Principal And Interest (-l 
Cash Available After Loan Payments (=) 

Annual Replacement (Mach,Equip,Br Lvstk) 
Farm Non R.E. Principal Paid 

(Rl Cash Required For Replacement (-) 

(S) Cash surplus or Deficit (=) 
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Base Plan Alt. 1 

-6,184 
-8,354 

-0.1 % 
-61.0 % 

-0.2 % 
22.0 % 

2,170 
21,891 
15,871 

-164 
306,778 
-22,055 

36,166 

67,418 

-650 
-6,262 

0.5 % 
-17.9 % 

43.9 % 
2.2 % 

23.1 % 

5,612 
18,319 
16,077 
1,592 

309,978 
-16,727 

93,528 
1,756 
4,000 

71,549 

Base Plan Alt. 1 

1,516 
20,400 
21,916 
15,000 

655 
6,261 

21,891 
28,152 
26,230 

0 
3,951 

0 
0 

1,920 
32,101 
-3,949 

8,000 
2,511 
5,489 

-9,439 

7,050 
20,400 
27,450 
15,000 

2,276 
10,175 
18,319 
28,494 

0 
17,926 

0 
3,506 

0 
1,914 

23,346 
5,148 

8,200 
1,586 
6,614 

-1,466 

Alt. 2 

23., 004 
17,465 

7.8 % 
6.0 % 

250.2 % 
24.7 % 
31 .. 6 % 

5,540 
19,081 
17,478 
24,608 

314,678 
5,527 

92,328 
24,771 

9,900 
99,554 

Alt. 2 

30,704 
0 

30,704 
14,000 

4,037 
12,668 
19,081 
31,749 

0 
17,926 

0 
0 

4,799 
1,968 

24,693 
7,056 

8,500 
2,171 
6,329 

727 



LIQUIDITY MEASURES Base Plan Alt. 1 Alt. 2 

Cash Available For Principal Payments (P) 6,261 10,175 12,668 
Annual Farm R.E. Principal Payments (-) 7,699 3,441 3,441 

(T) Cash Available For Farm Non R.E. Debt (=) -1,439 6,734 9,227 
(U) Farm Non R.E. Debt To Be Served 12,000 16,000 21,900 

Years To Turnover Farm Non R.E. Debt (U/T) 999.0 2.4 2.4 

Surplus As% of Payments (S/ (Q+R)) -25.1 % -4.9 ~ 0 2.3 ~ 
0 

Cash Farm Expense As% Of Income (C/A) 97.8 % 90.1 % 69.2 ~ 0 

Farm Interest As% Of Value Of Prod. (G/0) 32.5 % 25.6 ~ 0 19.2 ~ 0 

Farm Debt Pay. As% Of Value Of Prod. 47.6 % 32.6 ~ 0 24.8 % 

***SOLVENCY*** 

BALANCE SHEET 

current Farm Assets 29,178 29,178 29,178 
Intermediate Farm Assets ( +) 90,400 93,600 98,300 
Long Term Farm Assets ( +) 187,200 187,200 187,200 
Nonfarm Assets (+) 22,000 22,000 22,000 

(V) Total Assets (=) 328,778 331,978 336,678 

Current Farm Liabilities 13,250 13,250 13,250 
Intermediate Farm Liabilities (+) 12,000 16,000 21,900 
Long Term Farm Liabilities (+) 245,362 187,200 187,200 
Nonfarm Liabilities (+) 488 488 488 

(W) Total Liabilities (=) 271,100 216,938 222,838 
Net Worth (V-W) 57,678 115,040 113,840 

SOLVENCY MEASURES 

Current Percent in Debt 45.4 % 45.4 % 45.4 % 
Current+ Intermediate Pct In Debt 21.1 % 23.8 % 27.6 ~ 0 

Long Term Percent In Debt 131.1 % 100.0 ~ 0 100.0 % 
Nonfarm Percent In Debt 2.2 % 2.2 % 2.2 ~ 

0 

Total Percent In Debt (W/V) 82.5 % 65.3 % 66.2 ~ 
0 

NET WORTH CHANGE (Typical Year) 

Profit Or Loss -6,184 -650 23,004 
Nonfarm Income (+) 20,400 20,400 0 
Family Living (-) 15,000 15,000 14,000 
Income Tax & Social Security (-) 655 2,276 4,037 
Net Worth Change Per Year (=) -1,439 2,475 4,968 
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*** CROP AND LIVESTOCK PRODUCTION *** Base Plan Alt. 1 Alt. 2 

Feed Corn Bu. 9,051 8,820 10,516 
Corn Silage Tons 221 256 248 
Feed Oats Bu. 1,485 1,595 1,200 
Alfalfa Hay Tons 176 204 264 
Soybeans Bu. 1,470 1,140 1,820 
Milk cwts Sold 4,192 4,847 6,820 

*** SENSITIVITY ANALYSIS--EFFECT OF A DECREASE IN PRODUCTION OR PRICE*** 

Effect Of A 10 % Decrease In Crops 
Profit or Loss -10,520 -5,026 17,590 
Cash Surplus or Deficit -13,520 -4,466 -2,911 
Net Worth Change Per Year -5,520 -525 1,329 

Effect Of A 10 % Decrease In Livestock 
Profit or Loss -11,046 -6,272 15,078 
cash surplus or Deficit -14,046 -5,450 -4,678 
Net Worth Change Per Year -6,046 -1,509 -437 

Effect Of A 2 % Decrease In All Enterprises 
Profit or Loss -8,024 -2,641 20,360 
cash Surplus or Deficit -11,023 -2,815 -1,066 
Net Worth Change Per Year -3,024 1,126 3,175 

Effect Of A 10 % Decrease In All Enterprises 
Profit or Loss -15,383 -10,648 9,664 
Cash surplus or Deficit -18,382 -9,589 -9,017 
Net Worth Change Per Year -10,383 -5,648 -4,776 

Decrease In Profit or Loss 9,199 9,998 13,341 
Decrease In Cash Surplus 8,944 8,123 9,743 
Decrease In Net Worth Change 8,944 8,123 9,743 
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INPUT FORM FOR 

FINFLO 
A Computerized Monthly Farm Cash Flow 

Planning Procedure 

DATA FILE NAME 

LINE NUMBER NAME AND ADDRESS 

4 (t..1~--+ml.llM. CJ.. !l-1111 .. , 
V f V 

LINE NUMBER 

YEAR 

FIRST MONTH (Jan = 1 Dec = 121 

LAST MONTH (Jan = 1, Dec = 12) 

LINE NUMBER 

CROP DATA BANK NAME 

LIVESTOCK DATA BANK NAME 

CENTER FOR FARM FINANCIAL MANAGEMENT 
UNIVERSITY OF MINNESOTA 

8 

1911 
I 

J,/l,, 

10 

~E 1a.o 

LI 

Copyright a 1985, 1986, 1987 Minnesota Ex1ensl0n 5ervk:e, University of Minnesota 
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Line Ent. Share 
Croo Name No. Code Code 

A-~ 500 '• A ~ -~ ... . 501 ... ~ 

r •. . ·- 502 ... , ..... .. •• 503 /Ob a .. .JJ"J. 504 dU 0 . • .. 505 JAJ! 0 

.. tJI - DA.,._ 1Jf1 506 Jli 0 
0 0 

Dairy 
rcw1 

Cull, omer Income 
Sows on hand 

Farrow 
To 

Finish Pnce 

Cull, other Income 

Sows on nand 
Feeder 

Pig 
PrOducllon Fee<ler I nee 

Cull, other Income 
Cows on hand 

Beel Cowscalvln 

Cow-ca11 Galves SOid 

Price per cwt 
Cull, olher Income 

LIVESTOCK FINISHING PLAN 

Sales price per unit 
Numt>er purchased 
Number sold 
Purchase price per unn 
Sales price per unlt 
Number purchased 

Number sold 
Purchase prfce per unn 
Sales prtce per unit 
Number purchased 
Number SOid 
Purchase price per unit 
Sales prtce per uni! 
Number purchased 
Number sold 
Purchase price per unn 
Sales prtce per uni! 

Line 1 
LEASED All Ms No. 

I Leased AUMs available 620 

/1.cres L, . .;i, 
'~ Jl 
"" ~-· ·-.LIQ ,l., 

Line 
No. 

550 

551 

553 

554 

555 

556 

557 

558 

559 

560 

561 

562 

563 

564 

565 

566 

567 

568 

569 

570 

571 

572 

573 

574 

une 
No, 

580 

581 

582 

583 
584 
585 
566 
587 

588 
589 

590 

591 

592 

593 

594 
595 

596 

597 

598 

599 

600 

601 

602 

603 

2 

CROP PLAN 
une Ent. 

Cron Name No. Code 

507 

508 

509 

510 

511 

512 

513 

2 3 

3 4 5 
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Share Line En!. Share 
Code l>aos Cron Name No, Code Code Acres 

514 

515 

516 

517 

518 

519 

520 I 

6 7 8 9 10 11 12 
I 
I 



' 
I 

I 

RELATED OPERATING Uno 
TOlal 

ForTlle Pal1em A"" 1 
EXPENSE No. Plan Codo Pellod 

Farm taxes 621 "'"" l. .:, . 
Farm lns.urance• 622 fl<:o 

,_ 2 

lJu1<I rem 623 

Machinery & bUlldlfli:l lease'S 624 

Grazing fees 625 

Hired lat>o .... 626 S"o 0 

Machine hire* 627 

Crop matkellng & storago• 628 
U!Ultles* 629 2040 I 
Fuel and Oil* 630 j.J/oo .3 ~ 
RepaJrs 631 .H,.io . I I 
MlsceDaneous 632 :i.010 I I 
Beg. accounts to be paid 633 P<"~ 4 .1. 

Tola! 
Une For The Pattern A"" 1 

OTHER CASH FLOWS No. Plan Code Period 

Deflcle~ & dlveBIOn """'ts 634 ~v•v -
Olher govemmenl paymenls 635 

Cuslom work Income 636 

other rann Income 637 <"•-· 0 
Nonfarm wages & salnrtes 636 

Olher nonfarm Income 639 ~•doo I I 
FamllV IMllQ 8ll'nAOS8 640 l!ft!"'--- I I 
Income laX & social secuttty 641 ~lloo C) .:, 

Une 
CROP SALES No. 

UnHs 650 

Pr1ce 651 
unns 652 

Pr1ce 653 

unns 654 
Pr1ce 655 
Units 656 

Pr1ce 657 
Units 656 

Pr1ce 659 

unns 660 

Pr1ce 561 
UnHs 662 
Pr1ce 663 

unns 664 
Pl1ce 665 

CCC LOAN AND RESERVE CROPS 
Line Crop 1 •loan Loan 

Descr1pllon No. Code 2aRe!IV. Untts Rale . ..,,_, 700 I J -~q_.-, J,LJ ·--, 701 I I •••o ,L• 
702 

Co'!"'-' 703 I I ~ 00 ,. "7, 
704 
705 

706 

2 3 

" " 
I I 

2 3 

,... 1, .. a 

C) 
,_ 

2 3 

)"-%@! %'Iii@! 

ASCS 
Mornh 

Entered 
Interest Jan•1 

Rale Dec:•12 ,_ ..... JI 
t. . .,,.. ,, 
I ~~ ,, 

Allocate Tolals To Tne Oeslre<l MonthS 

• 5 6 7 6 9 

0 
., 

I I ., .;i. 

.9 . II .I .I .i /, / 

Allocale Tolals To Tne Destred Months 
4 5 6 7 6 9 

0 .. 0 0 h 0 

C> 0 •·o ., 0 I•-

4 

wnen Liquidated• 
1 •&tll/Forfcit 

Month 2•8uyBack 
Yea, Jan•1 3•PIK&Roll Markel 

Entered O&c•12 4-PIK&l<Np Pr1ce 

i'lf JI J/. 0 
ov 0 ~ 0 

v~ 9 J ,, 

10 11 12 

-~ I 0 

/,fl I.P I 

10 11 12 

3/_o 0 0 

0 0 0 

10 12 

0 - one period ooly 
, .. fNl!lrJperiod 
2 .. every other period 
3 "' -ry third period 
4 ,. IMlry fourth period 
6 • fM!lry sixth period 

• Erter zo,o;s 11 crop will rrot be llr:pd/Jh,d dvnng plarnng penod 

CROP CODES 
G,....,=-,Coda Glaq-ClshCodl:I -.,c..,. "'""'"'" V90Ubla-Frull'I 0.11,nCropi 

'· Corn (bu) 11.Coml'bu) 21.MrAa"-Y 33 ~(bu) e. Calon (lb! 57.As~ .. ,,.,_ 81.Ulrl ,,,._, 
'·°"' (bu) 

12.0-1 {bu) n.- 3'D,yt-t-{"""l 611 Carlon -S (!bl ~ B,oc:coll 10.s--eom 82."-:l'les 93. Pmun (AUl.q 
3. a.,ir, (bu} 13. S.. a.y (bu! :aG._,-, 3$ Plrlo ....,_ (Ni.I ,.,_ Pa&no.t• (!bl '""-- 71. S-0. p:,ll!IOD ...... 1M Nl•""'llh grulng (.I.U"'! 
•-G!'alrl~(bu) ,, GIU'l.orgtun(bu) ,._,., 30 O..urn ..._ (bu) "8 Totacco (!bl "''"""- 11. TOIIWOD M.PIUffll ,,,_ 
s. spmg~ fbul 15.Spmg ..... et,.J) 2S,._ .. ,-y 31.surti.-r,o{c-11 ~ Blu,,grms-' (lb) e11.ea,,,ou Tl.a,., ..... fl 85. Rapbtrr11it ge; c,,,,,. .... 1,_ 
IIWlr'l••--[bu) 16 Wlf'laf.,.. (buJ 29 si_, 38. S~• ('Ion) !,,O ac...r-.;l(lt,) 1!1:1'. Cal•'V , .. 0.l'llo•'""' ,, MSl,..-t."'- 111r ... ~ 
7.um.l(tWII ,,.ui .. ,"""1 11.01i.,10t11g19 :,g flp t'bu! s,.rflC .. -S(l~I 113 Cuci.mt.,. ~: ~:.,,._ 117.SWNllc,_mr, li8TUII~ 
a.o.,-,gra111,1 18. 011,.., g,airlfl 79.COmlllllQII <IO Ryw fbul S2' Timothy -s (!bl ""' Uma bal!ll'II 11!1 hl'lc'-mm 119Clll,o•Cf00 
II 01,e-,gra1nn Ill. Olhl• grain 112 ,......, 'I. C.,h l'lay{lon) .!,,3 G11ms.d(lbl "°"""' 71.Bli.t.rrla 811Snwllrull 
10 o.,-,g,a1n ill 20. Sci a,ldil :,O.So,vhuffl1llage &2. Popcom {CWIJ 5oC CIISllc~"I ....... 7B. c.ulolll)9 '10.o.,-,1,u1, ,,, 

ll.S .... g,eln1naoe '3.Sl..,..(lonJ !6.Call'ICfOJ)l'J ~.Pt,ppa~ 711. G,-pa Ill 0.,-fl,ull l'J 
32.011-tallag,I .-.Ak:ai'bl ~ C.hcrop"l llfl. PalMoa "'""= 
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CAPITAL PURCHASES CAPITAL SALES 
Line Invest Pe,IOd Purctias.e Amount Loan 

Description No, Code Number Price Bonowod Code ~- no • ., ""'-- 0 ,., 
Une lnwst. Pel100 Sales 

Description No. Code Number Value 
730 

721 731 
722 732 
723 733 
724 734 
725 735 
726 T.l6 

OTHER BORROWINGS• PERCENTAGE LIVESTOCK ASSIGNMENTS 
Line PertOd Amounl Loan Line Ent Loan ..... ,. Firs! Interest Minimum 

Description No, Number Borrowed Code Oescr1nllon No, Code Code Percenl Pel100 n--ulred Pl'1nc & Int• 
740 745 
741 748 
742 747 

LOAN PAYMENTS (ottierttl■n annual operating gO'o'llmrMnl crop~• and percent ••lgnmt1ntl) 

Total 
Uno Loan Pr1nclpal & lnlereS1 Panem 

Descrfn!lon No. Code Interest Portion Code 
~ .11'. 750 ,: ,a,~• 0 -, --. T 

751 'O ~ ,s:~-. , 
752 
753 
754 
755 
756 
757 

758 
759 

760 
761 
762 

ANNUAL OPERATING LOAN INFORMATION 

Line number no 
Beginning annual operau- debl ·~ddo 
0 = lnnlnn accrued lnlerest on annual ........... ralfnn debt ,i--Zo 
Minimum desired cash on hand 

ANNUAL OPERATING 
INTEREST RATE (,equl,ed) 

Une number m 
1st nuarter .. 
2nd quarter ,.;i, 

3rd nuarter •.Z, 

4th quar1er /3,,, 

Line number 
1st quarter 

2nd quarter 

3rd quarter 

41h quar1er 

.,..AA 

FEED PRICES 

Com Hav 

n3 n4 
1,,t.o <>-
IIJS' ,,_ 
• . ., S' n 

J.35' v. 

PROFIT OR LOSS INFORMATION 

Une number ne 
Ending prepaid exp. & supplles 0 
Ending aceounls receivable 0 
Ending otMr current assets• 0 
Ending accrued interest** 0 
Ending accounts payable iS'o 
Deprec\allOn for planning period 'l?oA 

•Exclude crop and livestock ltM:ntoties 
••E;rr:IIJde Interest on annual operallng loan 

INVESTMENT CODES 

1. Ehedlr,g !hles!ock 
2. l.l.11.c:h!r.&ry & equipment 
3. Building & impr0119ment1 
,.Land 
5. Nonlann 

Croo Name 

PATTERN CODES 

o ~ one period only 
1 ,. tN&ryperiod 
2 - ewiry other period 
3 • f!YfJry third period 
4 • every fourth period 
e .. ewry sixth period 

Alk>cale Totals To The Des!red Months 
Flr.1 1 2 3 4 5 6 7 8 9 10 ,, 12 

PeOOd ,, 
2 

ANNUAL OPERATING INTEREST PAYMENTS IF SCHEDULED 

Enter •1 • Under Each Month lnteresl IS Due 
Une Pattern First 1 2 3 4 5 6 7 8 9 10 11 12 
No, Code Pertod 

m 

FEED PURCHASES llf Durchned ahead onWI 

S11..,.e Uno Crop Pel100 OUanllly Price 
n5 c,~ No. Code Numbor PUrchased Per unn ,., 780 

IS' 781 
., 782 

IS" 783 

SECOND YEAR CROP PLAN to-ion 

Uno Ent. Sllaro Uno Ent. Sllaro 
No. Code Code Acres Croo Namo No. Code Code '"""" 790 796 
791 797 

792 798 
793 799 
794 800 

795 801 

LOANCOOES 
Fam Roat Eawt9 Ferm Non Rul Estzitm Honfarm 

1.FmHA 10. Banll#1 ... ...,,, 
2. Foderal Land Bank 11. Bank #2 28. Au1omoblle 
3. 841'\II 11 12. FmHA 27. Other 
4. Bank 12 13.P<:. 
5. Contrad F0t o-:1 14. ASCS FK!!lty 
e. Insurance Company 15. Implement Dealer 
7.1nd!vldual 16. !tldMdual 
8. Othftr 17. 0thef 
8. Minn. Farm Security 
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John and Mary Jo Farmer Farmland, MN. File: FARMER2 Date: 06-03-1988 
FINFLO: Monthly Cash Flow For 1988 Dept. Of Ag & Applied Economics 
Center For Farm Financial Management University Of Minnesota 
CC)1987 Minnesota Extension Service User ID: Joe Agent 
University Of Minnesota Handria County Extension Service 

*** CASH INFLOWS*** 

Jan Feb Har Apr Hey Jun Jul Aug Sep Oct Nov Dec Total 

Beg Cash Bal 800 SOD 500 500 500 500 500 500 500 500 500 500 800 
Milk 4262 4262 4262 3970 3823 3676 3547 3689 3831 4045 4189 4045 47600 
Soybeans 9240 9240 
Feed Corn 11330 11330 
Cull & Other 450 450 450 900 450 450 900 558 4608 
Def. & Div. 2128 3680 5808 
Other Fm Inc 300 100 100 500 
Other N-Farm 1700 1700 1700 1700 1700 1700 1700 1700 1700 1700 1700 1700 20400 
Total Inflow 7212 6462 9340 15860 6023 5976 6647 6339 6581 10825 18278 6245 100287 

••• CASH OUTFL~S *** 

Seed 2786 490 3276 
Fertilizer 675 2632 324 324 3955 
Chemicals 2789 2789 
Crop Insur. 735 735 
Custom Hire 490 662 1152 
Purch. Feed 560 560 567 555 543 524 524 536 541 553 566 560 6589 
Purch. Hay 54 54 
A.I. 66 66 66 64 61 59 59 61 64 66 69 66 768 
Veterinary 139 139 143 143 143 139 139 139 134 134 134 139 1664 
Lstk Supply 160 160 165 165 165 160 160 160 155 155 155 160 1920 
Lvstk. Mktg. 148 132 148 143 122 117 151 139 143 165 157 132 1696 
Fuel & Oil 600 600 600 600 2400 
Repairs 302 302 302 302 302 302 302 302 302 302 302 302 3620 
Hired Labor 90 45 45 90 90 135 45 540 
Farm Taxes 945 945 1889 
Farm Insur. 425 425 850 
Utilities 300 300 300 270 240 240 240 240 330 540 540 300 3840 
Misc. 168 168 168 168 168 168 168 168 168 168 168 168 2010 
Accounts Pay 283 283 283 850 
Fam. Living 1250 1250 1250 1250 1250 1250 1250 1250 1250 1250 1250 1250 15000 
Inc & ss Tax 3200 3200 
Hin End Bal 500 500 500 500 500 500 500 500 500 500 500 500 500 
Tot. Outflow 3592 8604 4034 7020 10149 3786 3860 5452 4102 4741 5881 3576 59298 

Opr. Surplus 3619 -2142 5306 8840 -4126 2190 2787 887 2479 6084 12396 2669 40989 
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*** CAPITAL PURCHASES*** 

Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec Total 

Hach. Purch. 8500 8500 
Tot. Cap Pur 8500 8500 

*** LOAN PAYMENTS*** 

Con For Deed 26230 26230 
Banlc1 Non RE 1976 1976 3951 
Tot Loan Pay 1976 1976 26230 30181 

Surp. Or Def 3619 -2142 3331 340 -4126 2190 2787 887 503 6084 -13834 2669 2308 

*** ANNUAL OPERATING LOAN TRANSACTIONS & BALANCES*** 

Beg AO Bal 12400 10065 12207 9099 8850 12976 11004 8327 7524 7096 1083 14917 12400 
AO Borrowing 2142 4126 13834 20101 
AO Int. Pay 1284 223 91 218 110 83 75 71 160 2315 
AO Prin. Pay 2335 3108 249 1971 2677 803 428 6013 2509 20094 

End AO Bal. 10065 12207 9099 8850 12976 11004 8327 7524 7096 1083 14917 12407 12407 
Accrued Int. 101 88 11 
End Cash Bal 500 500 500 500 500 500 500 500 500 500 500 500 500 
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*** CROP & LIVESTOCK PRODUCTION*** 

Production Operator's 
Enterprise Units Per Unit Share Production 

Feed Corn 66.2 Acres 105.0 Bu. 100 6951 Bu. 
Corn SHage 13.8 Acres 16.0 Tons 100 221 Tons 
Feed Oats 27.0 Acres 55.0 Bu. 100 1485 Bu. 
Alfalfa Hay 54.0 Acres 3.0 Tons 100 162 Tons 
Set Aside 20.0 Acres o.o 100 0 
Soybeans 49.0 Acres 30.0 Bu. 100 1470 Bu. 

*Alfalfa Hay Estab. 27.0 Acres 0.5 Tons 100 14 Tons 
(*=Double Crop) 

Dairy 32 Cows 131.00 cwts 4192 cwts 

Total Crops 230 Acres 

*** CROP & LIVESTOCK SUMMARY*** 

Beg Jan Feb Har Apr Hay Jun Jul Aug Sep Oct Nov Dec Total 

Soybeans 
Produced Bu. 1470 1470 
Sold Bu. 1400 1400 
Pr foe $/Bu. 6.60 
Inventory BU. 1410 1410 1410 1410 10 10 10 10 10 10 1480 1480 1480 

Set Aside 
Inventory 

CCC Feed Corn 
Entered Bu. 6951 6951 
Liquidated Bu. 3000 3951 6951 
Price $/Bu. 
Inventory Bu. 3000 3000 3000 3000 3000 3000 3000 3000 3000 3000 3000 

Corn Equivalents 
Produced Bu. 743 6951 7693 
Fed Bu. 383 382 388 381 374 362 362 368 370 3TT 383 382 4512 
Inventory Bu. 4900 4517 4135 3747 3366 2991 2630 3011 2642 2273 8847 5464 5081 

Hay Equivalents 
Purchased Ton 
Price $/Ton 80.00 
Produced Ton 59 46 46 24 175 
Fed Ton 15 15 15 15 15 15 15 15 14 14 14 15 176 
Inventory Ton 74 59 45 30 14 45 76 107 117 103 89 74 

Silage Equivalents 
Produced Ton 221 221 
Fed Ton 18 18 19 19 19 18 18 18 18 18 18 18 221 
Inventory Ton 160 142 123 104 85 66 48 30 11 214 196 178 160 

Dairy 
Sold Cwts 361 361 361 348 335 322 322 335 348 361 374 361 4192 
Price $/Cwt 11.80 11 .80 11.80 11.40 11.40 11.40 11 .oo 11.00 11.00 11.20 11.20 11.20 
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*** PROJECTED CHANGE IN CURRENT INVENTORIES *** 

Ending Ending Begin Begin 
Conmodity Inventory $/Unit Value Inventory $/Unit Value 

Corn Equivalents 5081 1.80 9146 4900 1.55 7580 
Hay Equivalents 74 80.00 5940 74 70.00 5180 
Silage Equivalents 160 17.00 2722 160 16.00 2560 
Soybeans 1480 6.50 9620 1410 4.61 6500 
CCC Feed Corn 3000 0.00 0 3000 0.00 0 
Dairy Steers 0 0.00 0 6 125.00 750 

Prepaid Expenses & Supplies 0 0 
Accounts Receivable 3600 5808 
Other Current Assets 0 0 
Accrued Interest & Accts Payable (Beg) 0 (Ending) 850 

Subtotal A 31028 Subtotal B 29228 

Current Inventory Change (A-B) 1800 

*** PROJECTED PROFIT OR LOSS*** *** PROJECTED NET \JORTH CHANGE *** 

Gross Cash Farm Income 79087 Projected Profit Or loss 9093 
Cash Farm Expense (Exe Int) ( ·) 40598 Nonfarm Income (+) 20400 
farm Interest Paid (·) 23495 Family Living Expense (.) 15000 
Net Cash Farm Income (=) 14994 Income Tax & Social Sec. (·) 3200 
Current Inventory Change (+/·) 1800 Nonfarm Interest Paid (·) 0 
Estimated Depreciation ( ·) 7700 Earned Net Worth Change (=) 11293 
Projected Profit Or loss (=) 9093 
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Suggested, Educational 
Workshop Outlines 

and Objectives 



Chapter 18 

MANAGING OUR FARM FAMILY FUTURE 

outline 

TARGET AUDIENCE: 

Primary: Farm families continuing in farming 
Secondary: Ag consultants, ag creditors, Extension and Vo-Ag 

staff seeking farm and family management skills 

OBJECTIVES: Farm families successfully completing this program 
will: 

1. Understand farm business management and family financial 
management principles and concepts. 

1.1 Complete a current farm business balance sheet and 
compute net worth. 

1. 2 Hand calculate a net worth change worksheet, 
simplified cash flow statement, and simplified profit and 
loss statement. 

1.3 Understand and apply to their farm business the management 
concept of full employment. 

1.4 Understand and be able to identify the key components 
of a farm recordkeeping system and measure their existing 
recordkeeping system by these components or apply the 
components so as to develop a recordkeeping system. 

1.5 Understand and apply the farm business management concepts 
of partial budgeting and whole farm planning. 

1. 6 Understand the components of family living expenditures 
and apply those components to calculate annual family 
living expenditures. 

2. Identify and analyze farm business strengths and weaknesses. 

2.1 Analyze and utilize the balance sheet to measure 
business risk-bearing ability, structure of the 
business, and to measure the farm business solvency 
liquidity. 
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2. 2 Analyze and utilize the farm business net worth change 
worksheet to measure potential farm business risk and 
solvency. 

2.3 Analyze and utilize the simplified cash flow statement to 
identify farm business sources of cash and uses of cash. 
Utilize the statement to project farm business operating 
expenditures and credit requirements as well as debt 
repayment capacity. 

2.4 Analyze and 
statement to 
efficiency. 

utilize the simplified 
determine farm business 

profit and loss 
profitability and 

2.5 Analyze and utilize the farm business Schedule F tax forms 
to determine business structure, profitability, and 
risk-bearing ability. 

2.6 Utilize financial and production benchmark data to measure 
farm business strength and efficiency. 

3. Understand and utilize a systematic approach to strengthening 
personal and family skills. 

3 .1 Understand and apply the goal setting process to write 
personal, family, and farm business goals. 

3.2 Understand and utilize joint decision making, family 
communication, and conflict resolution techniques. 

3.3 Understand and apply coping with change techniques. 

3.4 Develop a family living budget. 

4. Understand and utilize a systematic approach for the development 
and analysis of a farm business plan. 

4.1 Identify and understand the components of a farm 
business planning system. 

4.2 Develop a farm business plan. 

4.3 Understand and utilize FINPACK to analyze the farm 
business plan or to compare alternative farm business 
plans. 

* * * * * * * * * * * * * * * * 
The University of Minnesota, including the Minnesota Extension 
Service, is committed to the policy that all persons shall have equal 
access to its programs, facilities, and employment without regard to 
race, religion, color, sex, national origin, handicap, age, veteran 
status, or sexual orientation. 
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Day 1: 

* Overview of Workshop, Objectives, and Manual 
* The Farm/Rural Situation - Chapter 1 
* Philosophy of Farm and Family Management - Chapter 2 
* Strengthening Individuals and Families (Communication) - Chapter 4 
* Family Financial Management - Chapter 13 
* Basic Farm Management Principles and Concepts - Chapter 3 
* Basic Farm Management Instruments (Balance Sheet) - Chapter 6 
* Homework Assignment: 

- read case farm 
- complete balance sheet 
- keep family living expense records 

* Evaluation 

Day 2: 

* Review of Day 1 
* Strengthening Individuals and Families (Decision Making) - Chapter 4 
* Basic Farm Management Instruments (Cash Flow, P & L) - Chapter 6 
* Farm Recordkeeping - Chapter 12 
* Computerized Farm Business Analysis - Chapter 9 
* Assessing Farm Business Strengths and Weaknesses - Chapter 7 
* Setting Farm and Family Goals - Chapter 5 
* FINPACK Forms 
* Homework Assignment: 

- complete family living budget 
- complete FINPACK crop/livestock data banks 
- complete goal sheets 

* Evaluation 

Day 3: 

* Review of Day 2 
* Partial Farm Budgeting - Chapter 10 
* Whole Farm Budgeting - Chapter 11 
* Developing a Farm Plan - Chapter 8 
* Introduction to FINLRB (Long Range Farm Budget) 
* Homework Assignment: 

- finish goal sheets 
- complete FINLRB input 

* Evaluation 

18-3 



Day 4: 

* Review of Day 3 
* Inttroduction to FINFLO (Annual Cash Flow) 
* Complete FINLRB and FINFLO Computerized Analysis 
* Wrap-Up and Evaluation 
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