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PERPETUATING THE FARM BUSINESS Mailed to Mr. G. R. Cochran 9/16/65 
(A Suggested Teaching Unit for Adult Agriculture) 
Charles M. Painter - Austin Area Vocational-Technical School 1964 

In a series of ten two-hour meetings on : 1Perpetuating the Farm Business" the 
local instructor should be able to conduct five or six of these himself. The 
skeleton outline here is but one possibility of many that instructors might wish 
to follow. 

Lesson I 

Lesson II 

Lesson III 

Lesson IV 

Lesson V 

Lesson VI 

Income, Family Living and Family Protectlon - by local instructor 

What farm families spend, need to spend and what is available 
for spending. 
The quality, quantity and organization of the farm business 
Can credit contribute to a more desirable situation? How? 

Family Protection - by local instructor 

Theoryof insurance - why have? 
Mortality tables 
Kinds of insurance 
Policies 
Coverage and exemptions 
Loan and settlement values 

Adequate Family Protection - by RUests (insurance i social security) 

Review of insurance needs 
Protection provided 
Cost of protection 
Minimum needs and maximum that can be afforded 
Supplementing with social security 
Protection of the farm business throup,h term insurance or 
insured loan 

Adequate Retirement and Adequate Estates - by instructor 

Provisions for wills, insurance beneficiaries, requests, trusts, etc. 
for young families 
Provisions for older families 
Sources of retirement income 
Sources of survivor income 

Financing the YounR Farm Family - by guest (credit) 

Use of records and farm analysis 
Fannin� with partner 
Farminp, alone 

Legal Problems in Protecting Farm Families and the Farm Business 
by guest (legal) 

Partnerships and corporations 
Problems in handling estates 
Legal falacies and misconceptions 
Alternatives and factors in determining choices 



Lesson VII Typical Situations - by instructor 

Explore two or three situations in the �eneral p,eographic 
farming area 

The case must not be revealed 
Farm analysis information coverin� at least three years should 

be available 
Identify the problems relating to farming efficiency, credit 

needs, insurance needs� and legal problems 
Select one situation for intensive study 

Lesson VIII The Case Farm - by instructor 

Lesson IX. 

Lesson X 

Indentify credit, protection and lev.al problems 
Proposed. solutions from the group 

The Case Farm - by guests (lepal and insurance) 

Same as above except from resource personnel 

Panel Discussion - by instructor� farmer, insurance, legal & credit 

First part of meeting covered by review of problems in group 
sessions with resource person in each �roup 

Panel discussion last half of the period 

* * {:

Lesson I - Income� Family Living and Family Protection 

A. What are family needs and what do they cost?
l. llhat are livinfr. and personal needs?

a. Estimates frorn families who have not kept complete household
records. Use the househol<l and personal records pa�es in the
Minnesota Farm Account Book as the basis for a family budget

b. Review of accounts of those families havin;,; had one or more
years of household records

c. Study the household and personal expenditure tables found in
various farm management reports

d. Show a typical breakdown expenditure including food and meals,
operatin8 and supplies� furnishings and equipment, etc.

2. What are family protection needs?
a. Minimum protection and cost

(l) Social security
(2) Life insurance
(3) Accident and health
(4) Personal liability

b. Risks that may need to be assumed

B. 11hat is the family source of income?
l. Laobr - operators labor earnings� family labor, non-farm labor
2. Interest on equity in farm business
3. Emergency sources

a. Depreciation - failure to replace or provide for replacement
b. Delayed upkeep and repair
c. Unpaid interest on indebtedness
d. Inflation - borrowinp, more money on increased land values



C. Based on hourly returns what will my labor earnings be?
1. See page 2 - July 1964 newsletter (pp. 2-4) to determine labor earnin�s
2. Will (or does) my return to capital and family labor cover living�

personal and protection needs of the family?
3. What are my goals for return to capital and family labor?
4, ilhat is a realistic estimate of return to capital and family labor? 

a. In averare years?
b. In a poor year?

Lesson II - Family Protection 

A. Life insurance and social security
1. Mortality tables - obtainable from insurance agents, some instructors.

What is the death expectancy per 100�000 population at different ap;es?
2. Reasons for life insurance

a. Protection of the family in case of loss of the family income
provider (may be both husband and wife). This is generally
considered to be the main purpose of life insurance.

b. Investment - the rate of return for that portion the premium over
and above death expectancy is about the same as most low interest
investments such as certificates of deposit, r,overnment bonds� etc.
Adv�ntages are that it is systematic saving. Disadvantages are that
inflation can dissipate savings and that money is needed for
business purposes.

3. Kinds of life insurance
a. Terms insurance provides maximum protection nt minimum cost.

There is no benefit of savinp,. but for a younp, man trying to
build up an equity in a business it has many advantages. It
may be converted into a life or endowrnwnt policy if the provision
is made at the time of purchase. When used to cover a loan term
insurance can be set up on a <limini�hinf'!'. valu� payment plan.

b. Another type of term insuranec is the insured loan. This has
one advantaJY,e over the ter.m insurance in that health and ap;e
are not limitinr: factors. The disadvantap;es are thnt the insur
ance settlement p;oes only to1-1ard the payment of the loan and the
cost is much hir;heI' for a :,•ounp: pe]:\son tban tho regular torm
insurance.

c. Straight life insurance is next to term insurance for economy.
It is payable for life and may be difficult to maintain in late
life. Uith dividends credited to the policy it will build up
a substantial benefit after a long period of time.

d. Limited pay life insurance is of advantage to those who sish

to pay up their policies while their earning capacity is h!r-h.
If a man took out a thirty yoar pay policy at twenty-four� it
would be paid up at fifty-four and remain in force until death.
The shorter the term of pay, the higher the rate.

e. Endowment insurance combines protection and savinRs. It is the
most costly. It matures to face value at the end of the pay
period.

f. Combination plans are common and are usually designed to give the
policy holder the kind of protection he most needs. The family
plan is an example. This provides varying death benefits for all
members of the family and an income benefit for a widow and depend
ents. Such a policy would cover such emergencies as funeral
expenses for any member of the family. a larger lump sum for the
!loss of the family provider plus income during dependency. Funds
for educations are sometimes provided.



4. Social Security is usually an important supplement to life insurance.
When social security is carried long enouP,h to be active it provides
much security for a widow and surviving childre. It is, of course,
also set up for life income after aP,e 65. The supplementing advan
tage to a surviving widow and five children is that while the children
are under eighteen she will receive $232 per month. When the last
child reaches eight�en, she will receive no income until she herself
reach�s age 62.

5. What life insurance plan for a youn1, farmer? Each situation will be
dlfferent, but the following will serve as a p;uide
a. Life insurance should ba for protection and vover emergencies

in case of death of one or perhaps each member of the family
b. T�rm insurance will be the most economical for covering the

major indebtedness
c. The need for a family income plan will pro!)ably depend upon whether

social security is active. If active, a surviving widow would have
f�om a, b. and c above: life insurance� the rent income from
operation of, of income from sale of, the farm� and monthly social
s�curity payments if any surviving dependent was under eighteen.

6. Life insurance policies
a. Wliat n.re coverages and exeT11ptions?
b. �lhat are rates per $1000 coverage at different ages? Compare policies
c. When does the policy have a cash surrender value?
d. Options of settlement on a policy in force; surrender or loan

value, paid up insurance, extended insuranc.e
c. Application of dividends

Bea Health and Acciddnt 
l. Protection needs include hospitalization� major sur�ery� loss of time

and permanent injury
2. Hospitalization and surgical

a. May be combined or separate
b. Hospitalization at fixed daily rate
cl Su�gicul at set allowances 
cl. Limited to maximum benefits
e. Initial cost (cash amount) deductible or ne deduction

C. Liability, Property Damaee. etc.

D. Fittinr; protection into the family budget
1. !.abor earninp;s

a. Needed for living and personal
b. Needecl for debt retirement
c. Available for protection

2. Insurance and protection program (from le)
a. Yearly cost of sGK:ial security
b. Cost of life insurance
c. Cost of medical and hospitalization
d. Cost of othet• protection



Lesson III - Guest Instructors from Insurance Agencies and Social Security. 
Su�gestions to follow in the October newsletter 

A. Sources of information
l. Contact local insurance people for assistance in settini up lesson

outlines. As a neutral, the vo. a�. teacher should try to determine
what is to the best interest of the individual farmer. Life insurance
is becomin� more and more a pro�cssional nervice and most insurance
people will want to know how they can be of �eatest service to farm
families

2. July (1964) nessletter

3. Pilot outlines prepared hy me in October, 1962
4. Group Health Kit from Group Health - 2500 Como Avenue

St. Paul B � · rtinnesota
Includes :!savings and T,ife Insurance Pror;ram of Fred Sampson Family�
Womans Division t Instituta of Life Insurance -· 488 Madison Avenue

New York 22, N.Y.
"Shar·i.nr.; the Risk•'. - Educational :>ivision, Institute of Life Insurance

5. Handbook of f.,ifc Insurance (separate f'!'Or.l Group Health Kit)
Insti�ute of Life Insurance

Lesson III - Gu�st Instrucors fron Insurance .\�encies and Social Security 

I. Briefin� of �esource Persons
A. Outlines of material covered

1. Points covered on income and protection in Lc�son I
2. Pointfl covered in I,esson II

a. Life insurance
b. Socia.l security

�. Insurance as a serviee and p'.':'Ofession 
1. Fittinr: the insurance program to the situation

a. 1-�ir.ir1ur:1 protection needs
b. Protection from loss of the income provider
c. Protection fror.. losr.; of 1;-..., farming·· unit
cl. t.r,c of the fnrm operator
c. rar,:ily 3i tuation

2. Insurance ns a part of a total protection prop:ram
3. a. Hhen supplemented uith social security

b. Uhen suppleF;entc<l with farm property or other investments
II. Presentation

A. The modified pnnel .� if both insurance and social security representatives
are u�cd at the san:c mcct:inr,. Alternative plans
l. Provide for presentation of 20 to 30 minutes for each R;Uest
2. A qucr,t ioninr; panel of throe to five interested members miirht provide

the stimulus 'for an additional 40 to 60 minute discussion
3. After brief presentations a panel iuciudinp. the instructor, an

interested nerr.ber and the �uests would 4iscuss phases of protection
through insurance and social security

D. Presentation with questions and answers
1. Prepared outlines by the speaker would be helpful
2. a. Give out at the previous meeiine

b. Written on blackboard or duplicated for the meeting
2. Questions raised at previous meetings will �ive continuity to the course

a. �!ay be suggested at the previous meeting
b. �-!ay be prepared by the instructor after tho previous meeting



3. Example Situations (discussed in advance with resource persons)
a. Protection plan for a 36 year old farmer covered by social security.

Owes $40,000 on a contract for a farm worth $50�000 on the narket.
Owes $8�000 on chattels valued at t22,ooo. The children are 11-8-4.

h. Protection plan for a 25 year old fal'.'mer with one child. Owes
$6 � 000 on $12 ., 000 worth of personal property. Rents 200 acres of
r,ood land on a cr0p-shm."'e bnnis. Ile has farmed. three years havinp;
previously p:one to school and acquired personal property on his
fathers farm. He has a $2,000 twenty year endowment policy taken ou
by his father when he was sixteen. Neither the wife (23) or the
daur;htcr (18 no.) are covered. Outline a practical fanily
protection plan.

c Other situations provided by the inst!'tlctor or resource person 

Lesson IV ·· Crenit for the Farrier 

I • Kinds of crodi t m'!ecled 
A. As to period of repaynent

1. I.onr; term cl:'edit
2. InteM:iediate credit
3. ShoY't term cre<lit

n. As to USC

1. The purchnsc of real csta�e
a. ?!orti�ap;c with dee<l required
b. Contract for deed

2. The purchase of p:r:•oductive capital
a. Livestock
b. riechint'lry and equipr.1cnt

3. Operational expenses
a. FE:ec.l ._ sac1.l and fertilizer
h . Po��cr expenses 

4 • P•)rsonnl m,d e;;;crf.cJ;cy 
,1. ".;r•occry and other hour.i:?t.old 
b. Insuranc« ar,d other r,r.otoctior.
c. Auto, Iwusehold appliancP., vacnt5.on and travel

d. Illm�ss -· hospitaliz�ticn� medical" loss of vtork

II. Uses of Credit
A. For high return - increased livestock and crop production effid.encies as

fertilizer:,, fend pm•chased for a critical market period, good seed stock,
labor for critical periods
l. Some inveotrCJcnts yiel<l a high return <)ften more than doublinp, the

investment
2. The farm operator Ii!Ust lie in u position to take advanta�e of: high

return inveBt:-rier�ts
2. For fair return ·· d'::?pending on the price situation - female breeding animals

such as dairy cows, cims, sow:., fec<!ing dnimals, additional land to provide
an econonic unit 3 �quipt'.\cnt to provl<le rnaximum labor output.

C. Low return - nont land investment� most machinery and building investments,
most invest;11ents in pUI'ebred female breeding stock

i). ifo return - borrowed. money for residence, auto for personal use� groceries, 
medical expenses, vacations 



III. Handling Credit
A. Borrow at a reasonable rate of interest·· many people pay 30% annually

for money borrowed when it ls seldon necessal''Y to pay nore than 7t
1. Interest should he paid only nn remainin�; rmlance
2. Avoi<l u.nuecossa:r:r carryinp: charr-es

:c. L5.'r.dt all borrnwing to onP- o:r two sources - real estate and non-real
estate cr.',,<l:t t
1. Cr-.rrry <!hDI','"';t� account$ for no lonP,er than 30 days. Tr,ese may include

{�rocep5.os , feed, fuel, credit card accounts, etc.
2. Borrow n1oncy fror<i hank or similar lending agency for all non-real

estato :i.nc1.ehtAclness incurred (accounts over 30 days)
3. NoI"Il'lally� reRl estate should carry as nuch of the total debt

loa.d as poss:i.hle
C. The operator nust have adequate equity in his farm business

1. Few oper.-1to1"s shoul(� attempt to farm �Tith less than a 3596 equity in
their business

2. Th<, 100d operator may :find it to his advnntnp;e to=use more credit
when his qn..uity becomes r;reater than 65%

D. Plan ahead for credit needs
1. Borrow slightly in excess of anticipated needs
2. Set due date when income will be adequate to meet the payment

a. Avoid being forced to sell crops or productive livestock at a
sac:::•ificf: to the business

b. A:-;sume that the note can be renewed if pror,ress has been shown
E. Build 11p a h.i.p;h crec'li t rating

L :"feet ohlirrations on time or JT1ake arranr,eMcnts with creditors when 
emerr,encies make this impossible

2. Get releases when SE'lllinv; mortRap;ed property (law requires this)
3. Purchases requirinf, a<lditional borrowinr, should he discussed with

cr,editm,
4. Ghm1 pr>os;ress in building up net worth

IV. Determining Ability to �cpay Loand (review pp. 2 C 3 of July, 1964 newsletter)

Lesson V -· Financing the Young Farm Family ( gu,.)st or guest::. from bank� PCA or FHA)

I. Brief :i.ng - <lo not use mor(;! than tt.10 resource persons for this meetinr,;. Go
uver outlim� of previous r11ectinp:. lliscuss earning capacities as det;rmined
from pp. 2 :; 3 - ,Tuly, 1964 newsletter with resonrce persons
A. t-Hnir.mm standards fr,:r• bmd.noss to retire loan pr•incipal

1. Size of hiwim�ss Gnd relation to credit
2. Quality of business

B. Extent of crecit n�edc<l
II. Credit prohle:ns to be discussed

A. ObtaininP, credit
1. Sources of crP-dit
2. Sources c;f security

a. Insurance
b. Chattel property

B. Loaning noney
l. :CXtent of credit
2. Intf?rest rates, mortgages� notes, renewing notes, etc.
3. �redit policies of the institution

C. The creditors responsibilities and restrictions
l. Banking laws and regulations
2. Credit laws

D. Questions and answers
1. From pertinent questions raised at the previous meeting
2. Prepared by a committee of three
3. From the meetin1, - spontaneous



Lesson VI-Planning for Retirement and Transfer of Farm Property 

I. Sources of income for the retiring farmer
A. 

B. 

C. 

Social Security 
1. Income after age 65

2. a. For husband and wife
b. For husband
c. · For surviving spouse

2. Limitation of earninr,s
Life Insurance
1. riay buy annuity
2. Income for surviving spouse in
Investments
1. From sale of per'sonal property
2. From sale of farm real estate

a. Interest
b. Payment on principal

3. From real estate rental

case of death 

4. Interest, dividends, �owth on otl1er investments
D. Earned income

II. Ways of transferrin� the farm busin�ss
A. Limited partnerships

1. Property acquired througi, supeI"lised farminR pro�ams
2. Partial ownership - may or may not include renting of additional land

B. Partnership
C. Leasing the farm

l. The 50-50 live3tock shar� urrangeuent
2 • Crop share 
3. Cash rent

D. Farm purchase
l. The contract for deed
2. Sale by deed - with or without rnortgagu

III. Early planning -· an example probleD
A 38 year old farmer has ttto sons, 15 and 11, and two daughters, 12 and 6. All
members of the family are at p1:•enent interested in faF.ming;. He wants to plan now
for including one or possibly· both of his sons in the farminp; ope1�ation. Harket
value of the farm is $50,000. Total Hebt, $16,000. Barket value of personal
property, f>25 ,000. :2.etux:•n to capital and family labor for the past five years is
$7,200, $11,000, $8,600, 07.700 and $10,800.

He has a $15,000 terr,1 insurance policy and $8 � 000 straip.;ht life policy 1 $2,000
straight life policy on his wife and $2,000 thirty year endcw,�ent policies on
each child. Consider stcos he should take no� to cxnand his business. Consider
how the sons should start.Luiltlinp, up an equity in the business. Will it be
easier or aore difficutt if both sons want to farm? If a dau�hter marries a man
who wants to fart"'? Consider that in twenty years the farr11CY' will he 58, still
7 years short of 65. The children will be 35, 32, 31 and 26. Three of them will
Three of them will be of ap;e in ten year•s.

IV. Retirement and transfer plannin7. delayed until near �etirament
A. Problems
B. Possible solutions

1. Prospective operator may have difficulty in changinp. occupatior.
2. Equitable �istribution of estate may be difficult



Lesson VII - Adequate Retirement and Adequate Estates 

I. Young Family estates
A. Sources of estate property

1. Insurance - strai�ht life term, etc.
2. Personal property - how is shax-e established? Is basis legal?
3. Share of real estate - legal basis

B. Heirs ri�hts to other inherltances
II. Estates of established farmers

A. Real estate 3nd other farm property
1. Expenses to be met

a. Taxes, death, inheritance. ca.'.".)i tal �ain!':
b. Probate costs
c. Medical and funeral

2. Protection of heirs
a. The o�erator of the farm
1'. Heirs not involved with the fa.rm operation 

B. Other estate property
1. Mortp-ages and contracts
2. Life insurance
3. Residence
4. Investments

III. Rights of Heirs
A. Widow's rlirht of 1/3 of property rci;ardless o� ·-rill'. homectcad rip;hts
E. Without wills (intestate)

1. t-ridomi shar1:- cr:_u,J.l to any child -� 1/2 to widow, 1/2 to one child
2. THdow' s shcr/3 is 1/3 if ·uor::. thc.!I cue ch.i.ld - a:'3 1/3 to widow: 1/6

tc each of four children

Lesson VIII - Legal Problems in Farm FamjJ.y Du�inesscs 3nd Er::tatcs 

Guest speaker should be an attorney. Suo:.c,;ested briefinr,- in the ov. newsl�tter 

Lesson VIII - Lep;al Problems in Farm Family Bu�.tncssr:m and Estates - Guest Attorney 

I. !3riefine - Tl-le r::!s:,,J.rce 1)e-rson (a.ttor.-ncy) �houl<l �� c:1.:.":.d:t�llv selected. Some
attorJeys arc s�ecinlists in patents, somP. in rer.l �stat0 titles, some in
corporate law, etc. So.re attorneys may be brilli.:'. ,t 5.n their specialty, but
know much 16ss thnn :-r,o�t vocational a�iculture teach�rs '1bout some of the
lep;al implications of farm manap,err.ent. T'ic :7ue>::t should :'Je 1'.l.:lda familiar with
what will be cover0d $ever,:il �.,e�ks ln advance .-..!d ::�.:1.t ls �:;;Dectcd at the meeting.
Before he is asked it should !;c d�tor:r.iD�d whcthc� t,::? f.:::)1:-:; qualif.ied to discuss
the material you have outlined for the rneetin�. �et su;�cstions from the resource
person relative tc this ,:i.nd the :r.eetinrr:: -;::recG(-:ln: :it.

II. Farm business arra���mcnts
A. The partnership and its legal aspects
�. The 

L 

2. 

c. The
L

2.

far:.' lease 
Legality of leases 
Ownershi!) of property under certain landlord-tcn,:1.nt .�rranrtements 
,3. r,ivc3to�k nnd c,thc!" personal property 
b. Real cstat� iMprovo�ents
corr,oratior.
How farm businesses TYJ.a7 be incorporat2c
Advantages ur:d <.!isadvar.tares



2. Advantages and disadvantages
a. Under what conditions might incorppration be advisable
b. Under what conditions would it be ,nadvisable

3. How the corporation operates
4. Importance of superior legal assistance

D. Contracts for deed
E. Ownership of real estate

1. Designation - corporation tenancy in common, joint tenancy
2. Mortgages and llens

III. Property Inheritances
A. Hills

1. Importance ·- who should have and uhat shoul<l be col1taln�d
2. Legal aspects
3. Advantages in estato planninp;

D. Haza1"Cls of intestate J,)r>oro:t.'ties
C. General procedures in estate oettle111ent
D. Costs of estate settlenv.mt

Lesson IX Typical Situations Found in Farm Businesses {instructor will conduct this 
discussion, but may have guest resource people observinR) 

I. General situation in the community
A. 'fhe f ar;ning arrangement

1. Aee rental arran�einents equitable and ler--al? Do they r>rovide adequate
2. Vo owners have le�al possession of property? Protection? 

B. Preparation for tran�fe:,:, of nrope1"ty?
l. Is property ownership J.t?rrally irl�:mtified?
2. l.lo wills provide for the <lesired transfer?
3. Is the finnncial �tl''.lCtlti."1.1 l)ound?

a. Does it �ako transfer possible?
l>. Will all heira x•evcive fair treatment?

C. Case situations (typical of the com.'!lunity but outsddo ·che co,:ununity to
prevent recoRnition)
l. Earninp, capacity
2. Legal al•.L"ange1n,.mt ( p1,1!s�11t)
3. Situation as to ,�state planninr

a. Insurance
b • Parm proparty 
c. In<lebtcdnes3
d. ifo.:1--Jarii assets

II. Intl"Oduction of the example fari� situation
A. The Thor and Ole iimskavard,m prohlen

l. This has the advantnrn of analysis at previous uorkchops
2. The instructor ohoulJ c;ill for a feu sur.:ri:ontions fror.t the �oui) after

handi� out the pro2.Jlcr.: for review.
D. Find a problem to fit the local situation

l. Considerable extra work would be necessary- to prannre a new p:rchlem
2. The probleri would be fresh and mir�ht stfoulc:..te the .i.nr,tructor
J. The probler.1 should cor.-e from a farm outside the local area



Lesson X - Analysis of the Example Situation (guest resource persons - legal & insuranc« 

I. Procedure
A. Brief discussion of the problem
B. Divide class into two gi"'oups

l. Each group to spend half of the period with each resource person
2. An attorney will cover legal aspects. An insurance aP,ent will cover

protection aspects
3. Assign chairmen dn<l reporters for each group

II. Previous preparation
A, Discussion of the probll:};11 with resource persons
B. Check important points that should grow out of discussions

Lesson XI - Summary Meeting 

I. Reports from. Groups

II. Panel Discussion
A. Discuss implications iffi the problem
B. Personnel of panel will be instructor and four or five members

including the two resource people� one group chc1i:rn1an or reporter
and one credit rep1."'esentative

III. Reactor Panel or Committee of Farmers to Present Problems and Raise Questions
after the Panel Presentation

(The unit on · Pe:t'petuating the Fa.t'fll Business' should be extended over two
years if the instructor is limited :for either time or 1,esourcc persons.
Quality is more important than quantity in offerinp; this unit)




