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FOREWORD

This edition of the Farm & Ranch Management Education; A Course of Study for
Adults, is a significant contribution to Agricultural Education. It capita-
lizes on the advances made in instruction and in research in the field of
Farm & Ranch Business Management Analysis and should provide a very useful
teaching tool to those who teach in this field.

As we move ahead in program development in vocational agriculture, we must
give the highest priority to problems that are crucial to farmers and ran-
chers. These problems are both immediate and long range. They are rooted
in the economics of Farm and Ranch Management for it is in the decision
making process that a farm and ranch operator establishes his level of suc-
cuss or failure. Because this course of study identifies itself with the
significant and real needs of operators and of farm and ranch businesses,
it should prove invaluable to those responsible for instruction in this
area.

Teachers who have used the first three editions of this course of study will
find that the entire content has been revised and rewritten to bring it up
to date. Certainly this is not intended as a rigid course of study, but
rather as a guide to instruction and a suggestion that will assist those
planning programs of instruction at their local level. Basically it repre-
sents an approach to what might very well be the most significant aspect of
vocational agriculture at this time. The authors are to be congratulated
for the contribution that they have made.

Milo J. Peterson
Division of Agricultural Education
University of Minnesota



CHAPTER I
INTRODUCTION

"Adult Farmers are becoming increasingly aware of their need for education
related to the business of farming. More are enrolling in adult farmer
courses each year and most rural communities are now finding enrollment
demands so great that several courses must be organized to accomodate them.
They not only need vocational education for farm management, but_welcome
programs specifically organized to meet their particular needs." From the
standpoint of results, it is by far the most important phase of vocational
education in agriculture. Adult farmers need, want and are in a position to
use agricultural instruction.?2

Adult education in agriculture over the past fifty years emphasized approved
practices as they applied to a variety of enterprises. The adult classes

were used primarily to keep interested operators up to date on whatever their
interests happened to be. Under this plan of instruction, each of a series

of ten or more meetings may have dealt with a different topic. Some opera-
tors attended only a few meetings, while others with greater interests attended
very regularly. Generally, farmers and ranchers were not officially enrolled
in the class and were not likely to attend meetings unless particularly inter-
ested in the topic. Because of the variation in attendance of farmers and
ranchers and the infrequent contact in the classroom, it was difficult for the
vocational agriculture instructor to become well enough acquainted with each
operator to maximize the benefit from on-farm and ranch instruction. Such
instruction usually dealt with approved practices having little or no relation-
ship to the whole business. While this type of adult instruction may have met
the needs of farmers and ranchers of a decade or two ago, it is no longer ade-
quate. The tremendous changes in agriculture over this same period point to
the need for an instructional program that is complete and thorough. The
instruction must aim first at the business as a whole and secondly at the parts
which comprise the whole business.

Problems and needs of the farm and ranch operator today have expanded to a
greater degree than the physical size or capital investment of the individual
production unit. Closer margins between costs of production and selling price
have made it necessary for the operator to know more about his business. The
operator must pay more attention to both production and financial details if
he expects to compete with others. The operator must know how to produce crops
and livestock to give a return to his capital, land, labor and management and

lVocational Education for Rural America, Yearbook 1958-59, Department
of Rural Education, Pages 71-72.

2Handbook on Teaching Vocational Agriculture, Phipps-Cook, The Inter-
state, Danville, Illinois, 1956, Chapter 22.



how to combine his crop production with livestock and family labor. Even
after this ideal combination has been determined, the operator must know
how to combine machinery, fertilizer, insecticides, herbicides, varieties
and tillage practices for crops and know how to combine labor, feed, disease
control, housing and equipment and other costs to produce livestock products
efficiently. Above all this, the operator must know how to study markets
and interpret market trends. Being skillful in the operation, repair and
maintenance of machinery and equipment is also important. The operator must
know the latest techniques of crop production and the most up-to-date prac-
tices relating to livestock enterprises. In addition to knowing what to do
the operator must also know how to do it.

The purpose of this course of study is to outline a complete program of
instruction to be used in studying the management of the farm or ranch.

This book is intended to serve as a guide for instructors of vocational
agriculture in setting up a program for the local community that will help
farm and ranch families face the business management problems that are before
them, and to assist them in arriving at sound decisions in a logical and sys-
tematic manner.

A special note to instructors:

You will note the interchangeable use of the term '"client" and "student."

As you progress in the management education program you will probably find
that the term "client" is a bettter description of the people enrolled (stu-
dents) in your program. You will get to know a lot about each other - not
only in regard to the business, but also in regard to your personal lives.
Your farm or ranch enrollee will confide in you. In fact you may be the
only person outside of the family that knows as much about the farm or ranch
business as does the operator. With this confidence comes a special respon-
sibility; you must keep all that you hear and discuss with the family in
strictest confidence. You can, and will, develop a true client-professional
relationship with your students as the course progresses.



CHAPTER IT

ELEMENTS OF A MODERN ADULT EDUCATION PROGRAM
FOR FARMERS AND RANCHERS

It has been illustrated earlier that the problems of the modern farm and
ranch family are vastly different from those of a decade or two ago. 1In
a relatively simple business, each problem can be identified, isolated,
studied, evaluated and solved. This is not true in modern agriculture,
since farm and ranch businesses are rarely simple. Here there are many
factors - each more or less independently involved, but complicated by the
fact that each factor is so completely interrelated with the others that
is cannot be treated as a single variable. An instructional program for
adults must keep each phase of the farm and ranch business in proper per-
spective with the others.

Along with a caution against over-simplification, a program of instruction
for adult farmers and ranchers should include three identifiable phases:

1) farm and ranch management, 2) mechanized agriculture, and 3) enterprise
instruction. Each phase is related to the others much as the factors which
influence the business are interrelated. A complete program will also pro-
vide educational opportunities for young farmers and ranchers who are in the
process of getting established as full time operators.

Farm and Ranch Management

The farm and ranch management phase is the foundation for the entire adult
program of instruction. It begins with individual families enrolled in
specific courses composed of definite units taught in an organized sequence.
This study of farm and ranch management should be spread over a period of
three or more years to permit families to keep pace with the instruction in
carrying out programs to reach their objectives.

Management is primarily a decision making process. To be successful in manage-
ment instruction it is important that instructors understand the logical organ-
ization of activity which leads to making a sound decision. The topics which
are suggested in the lessons for farm and ranch management generally follow

the sequence suggested by the ten steps. These steps are as follows:

Analyze the present situation.

Locate the problem.

Set up objectives or goals.

Size up the resources.

Look for various alternatives.

Consider probable consequences and outcome.
Evaluate the expected results.

Decide on the course of action.

Put the plan into effect.

Evaluat. the results of the decision.
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Because agriculture is a dynamic industry, it is not possible to locate a
problem, follow through on alternatives, put a new plan into effect and
expect the job of management to be completed. Management decision making

is a continuing process with new problems coming to the fore and new solu-
tions being found. It is likely that several problems will be in the vari-
ous stages of the decision process at any one time. For some problems the
farmer or rancher may be establishing goals; for another problem he/she may
be still analyzing the present situation while for still another he/she may
be choosing a particular course of action which he/she intends to put into
effect immediately. The management education program is simply the starting
point in the over-all evaluation of the farm or ranch business and a system-
atic approach to solving problems that will follow.

Developing an understanding of the basic economic and managment principles

is an important activity in management instruction. Many of the units of
instruction in this book contain examples of the direct application of eco-
nomic principles to farm and ranch businesses, even though the principles

are not identified in the text. Instructors should be alert to the opportun-
ities to inform their families of the principles which apply to the problems
they are studying. However, instructors should avoid directing dispropor-
tionate attention to defining and discussing the principles of economics
unless there is opportunity to make direct application of the principle to
the business represented in the class.

The farm and ranch management phase must have as its beginning, an accurate
and realistic source of information which will be used to analyze the pre-
sent situation, locate the problems, and aid in setting up objectives. Infor-
mation about the business is also essential to evaluate the resources. There
is only one natural place to go for such source material and this is a record
of the farm or ranch business, including information about the home and family.
No other source can provide the data necessary for sound planning. A full
business cycle is necessary before any complete summaries can be made which
can be used to aid in the first four steps of the decision process. There-
fore, the first year of the farm and ranch management phase will be used to
motivate families to keep good records and to instruct them in keeping accur-
ate accounts. The necessary individualization in the program for the first
year can be developed through on-farm instruction. On-farm instruction in
the early stages of the program is extremely important in developing the con-~
fidence of the family in the instructor. The instructor must get acquainted
with the family and the business without seeming to pry. Every care must be
taken to keep all discussions and problems of the family on a strictly confi-
dential basis. Any breach of this rule can have nothing but harmful effects.
The need for confidentiality will offer no problem to the instructor who uses
common judgment. Many families enjoy discussing their own business and will
often inject problems of the operation into class discussion. Others, how-
ever, are more sensitive to public discussion of their private business.



Any efforts expended on keeping farm and ranch and home records are entirely
wasted unless some good use is made of the records. Although complete sum-
maries cannot be made until a full business cycle has been completed, many
uses can be made of the accounts during the first year. The most obvious of
these are checking on feed supplies and other inventories; providing credit
information; planning the cropping program; yield information; checking cash
balances and cash flow; planning for income tax; collecting a historical
record of price; determining and completing livestock information such as
births, deaths, sales and purchases. Any of this information that can be put
to good use during the year will make the families more aware of the value of
these records and increase their motivation to keep a current and accurate
account.

An analysis of the first year's records is a most logical starting place for
the beginning of the second year. Since this analysis must be done effici-
ently and accurately, it can best be done through an analysis center where
trained personnel can follow carefully planned procedures and benefit from
electronic data processing. Organized classroom material during the second
year deals with general interpretations of a business analysis. Families

can recognize general signs of weaknesses and strength throughout their own
business by a study of their business analysis. The class material suggested
in this book and its subsequent volume will also furnish background informa-
tion which will be very useful when the vocational agriculture instructor
helps the family with more specific individual interpretations on farm and
ranch visits.

The third year of the farm and ranch management phase is a continuation of
the second in that another year's business analysis is available for study.
Class work emphasizes enterprise efficiencies and deficiencies to a greater
degree, since trends within the business as shown by the record analysis, will
begin to be significant. Major emphasis during the third year can be pointed
toward a beginning study of business reorganization. Methods for developing
reorganization plans can well be illustrated through the use of examples.
Since families will approach the actual job of reorganization at varying
times, any concrete plans must be developed on an individual basis. Organiz-
ing the business to better meet farm and ranch and family goals will be one
of the major areas covered on farm and ranch and home visits.

Mechanized Agriculture

The average farmer and rancher in anywhere, U.S.A. probably has a sizable pro-
portion of his/her capital invested in machinery, equipment and buildings.
These major areas of investment and use cannot be overlooked in any comprehen-
sive education program for adult farmers and ranchers. Mechanized agriculture
should include a determination of the need for and selection of machinery,
equipment and buildings as well as the economics of ownership. The influence



of machinery and equipment on the labor output per worker is of major signi-
ficance in modern agriculture. At the same time the capital expenditure
must be carefully weighed to determine whether increased production or labor
efficiency will justify the acquisition cost. Farmstead planning and build-
ing requirements fall into this same important category.

The farm and ranch operator must know enough of the principles involved in
the operation of machinery to carry out the proper maintenance and adjust-
ments needed for successful operation. The same general skills and know-
ledges are necessary to effectively manage and operate choppers and corn
pickers, to say nothing of feed mills, augers, conveyors and metering devices
used for material handling. Machinery and equipment repair, as well as the
construction and repair of buildings, are important skills for many success-
ful farm and ranch operations.

A series of meetings should be conducted each year on some specific area of
mechanized agriculture. One year the topic may be operation, adjustment,
maintenance and repair of harvesting machinery. Another year planting mac-
hines, material handlingor farm and ranch building construction may be studied.
The topics should be determined according to the needs and interests within
the community. Agriculture mechanics is so broad and diversified that all of
the important areas cannot be covered before community needs will require a
repeat of the more popular phases.

However, because this course of study deals only with the management phase of
instruction, none of the teaching guides for mechanized agriculture have been
included. It is sufficient to suggest that every instructor will make plans
for supplementing the management instruction with a well planned and well
taught program in mechanized agriculture.

Enterprise Classes

The enterprise phase of a balanced adult agriculture program for farmers and
ranchers bears the most similarity to adult agricultural programs of the past.
It is necessary to systematically provide an opportunity for the farmers and
ranchers in the community to get up-to-date on new production and management
practices within an enterprise. This can be done by offering one or more
courses each year in such areas as swine feeding and management, crop pro-
duction, dairy feeding and management or other enterprises. Areas such as
estate planning, how to participate in local government, marketing, etc. should
also be part of the enterprise plan. Topics to be studied should be determined
by the needs and interests in the community. The enterprise phase fits in well
with the farm and ranch management phase in two respects. First, it furnished
opportunity to members of the farm and ranch management group to ''sharpen up"
enterprises found to be weak through the farm and ranch business analysis.
Second, it provides a common meeting ground for the vocational agriculture
instructor and farmers and ranchers who may be prospective members of the
management classes.



Young Farmers & Ranchers Instruction

Most adult programs in agriculture also need to pay special attention to the
educational needs of those just getting established in farming and ranching.
The management education course of study can provide a good core of instruc-
tion for the beginning operator. Some states encourage the enrollment of
beginning farmers and ranchers in the same management class as those who are
well established. This arrangement allows the beginning farmer and rancher
to learn from the class members as well as from the instructional program.
Those needs of the young farmer and rancher that are unique to his/her age
or degree of establishment are dealt with in special young farmer and rancher
classes, much as the enterprise or mechanized agriculture class relate to
topics of special interest for selected groups.

Adding the opportunity for a comprehensive study of the total management of
the business to an existing young farmer and rancher program would make an
important contribution to the education of the beginning farmer and rancher.

The omission of course of study for the mechanized farming and ranching, enter-
prise phases and young farmers and ranchers instruction in this book was nec-
sary because of limitations of space. This omission does not take away from
the importance of any instructional phase when weighed as part of a complete
program of instruction for farmers and ranchers. You should look to your
State Association of Vocational Agricultural Instructors of your universities
and colleges responsible for training teachers of agriculture for guides that
may be useful in mechanized agriculture enterprise and young farmer and ran-
cher instruction.



CHAPTER III

ORGANIZATION OF AN INSTRUCTION PROGRAM OF ADULT
EDUCATION IN AGRICULTURE

The adult education program in agriculture must be organized in such a
manner that at all times the group instruction, as well as the individual
instruction, is aimed toward the over-all objectives of the course. To
be effective in meeting the needs of the cooperating farm and ranch fami-
lies it must be systematized around the basic principles of management.

Adult instruction in agriculture is not unlike other courses offered by
the public schools. It must be systematic instruction possessing the
following five characteristics:

1. Specific enrollees in each course.
2. Specific units taught as part of each course.
3. A definite and regular sequence of courses.

4, Continunity between courses with progression toward the most
effective business organization and greatest operating effi-
ciency.

5. Individual on-farm and ranch instruction is an integral part
of the teaching plan.

As these five features are analyzed, the importance of each becomes very
apparent. A vocational agriculture instructor would not consider teaching
a course in welding unless he had a system so that individuals would have
Lesson I before going on to Lesson II. The student must learn how to run
a bead before he can properly weld a broken machine. Nor would an instruc-
tor with facilities for ten consider teaching fifty in one course of weld-
ing. If facilities are overloaded any course becomes less effective, but
more important, without time for individual supervision, the course would be
a dismal failure. The class members must be definitely enrolled so that
each client will have Lesson I before he attempts Lesson II. In addition,
the class enrollment must be definite and limited to the number that can
be given individual attention and on-the-farm and ranch instruction.

Every teacher of vocational agriculture has, at one time or another, been
asked a question similar to this: ''What is the best kind of a dairy barn
to build?" This is, without doubt, a "loaded" question that cannot be ans-
wered until many other questions have been asked and answered. The voca-
tional agriculture instructor should be thinking, "are you a good dairyman?"



This question would be just as "loaded" as the first because the farmer would
have to answer many other questions before he could provide the response. In
some cases this farmer may be able to check back on his records to find infor-
mation. In many cases, however, he/she would have to begin keeping records
which eventually would furnish part of the basis for the answer. Even if
he/she could be reasonably certain that he/she was a good dairyman, he/she
would be involved in a whole maze of other interrelated questions. How does
the dairy enterprise fit the farm, the available labor and the available cap-
ital? How does the dairy enterprise compete with, or supplement other enter-
prises? What is the future market for dairy products in the area? This
relates back to the more basic question, '"'should I have a dairy enterprise?"
even before the question, 'should I build a dairy barn?" Up to this point
nothing has been said about the size of the dairy barn, the cost, the location
or the type of barn because all of these are contingent upon the answers to
more basic questions. These many interdependent questions point out the need
for taking first things first and the necessity of basing instruction first on
principles and later on details. There is more or less definite order in which
questions must be asked if a logical and sound solution is to be reached.

The adult education program in agriculture must begin with a good foundation.
The educational activities should help the families with the first step - that
of building up a stockpile of information about their own business upon which
they can base judgments at a later time. The best way to accomplish this task
is to develop a good set of business records. The use which will be made of
record information should be illustrated so record-keeping families realize
that every entry made will have some future value. Using a standard account
book with the clients enrolled facilitates uniformity of teaching the mechanics
of entries and makes possible a comparative analysis of the data contained in
the record at the end of the year. The first year may be called "Farm and
Ranch Management I," "Beginning Farm and Ranch Records," or a number of other
titles. Briefly, the beginning course deals with the reasons for keeping
records, what records to keep and how to keep them easily and accurately.

Since farming and ranching is a year-round business, keeping records must also
be a year-round task. The year-round feature of the business makes it natural
to hold organized class meetings throughout the entire year with the most fre-
quent meetings being held in the late fall and early winter when it is easiest
to fit meetings into the farm and ranch work schedules. At this time the new
year's records are being started and the past year's records are being completed.

The on-farm and ranch instruction during the first year will accomplish several
purposes - it will enable the vocational agriculture instructor to become ac-
quainted with the farm or ranch and the family; it will furnish opportunity for
the family to get acquainted with the instructor and gain confidence in his
understanding and knowledge. In addition, it will furnish opportunity for
instruction in accounting procedures that require personal attention not possi-
ble in a larger group. The harmony that is developed during this first year
between the instructor and the client family will determine the success or
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failure with which the family persists in the management program in suc-
ceeding years. Some on-farm and ranch instruction during this year will

be devoted to improvement practices that obviously are not directly related
to efficient management. Many times work of this kind, though relatively
unimportant as far as the whole business is concerned, furnished the oppor-
tunity for development of good communication between the instructor and the
client family. A farm and ranch visit each month during the first year,

in addition to one or more class meetings per month, should provide contact
frequently enough to maintain high interst and deal with problems relating
to keeping and using the business and home accounts. It also permits time
to observe cropping and livestock programs.

Closing out the accounting system and sending it to the center for analysis
will complete the first year of instruction. This naturally leads to the
second year which deals with the study and interpretation of the business
analysis in general, as well as the individual study and interpretation of
the first business analysis of the individual farm or ranch.

Some instruction during the second year deals with the continuation of farm
and ranch and home accounts. As the families become better acquainted with
the account book procedures, considerably less time will be spent in this

area than was spent during the first year. Refinements in feed records and
greater accuracy in inventories and depreciation are stressed as accounts

for the second year are begun. The main emphasis during this year is on the
study and interpretation of the past year's analysis. The instructor assists
in the interpretation and study of the business analysis by illustrating signs
of weakness or strength within the business and pointing out the need for fur-
ther study of these areas. Major study can be made of the capital investments
in livestock, machinery, equipment and buildings on the basis of one year's
record. Size of the business, as measured in several different ways, can dlso
be emphasized. Feeding efficiencies should also be studied, but only preli-
minary judgments can be made on the basis of one year's record.

The third.phase of the management program may be appropriately called '"Farm
and Ranch Business Organization." During this phase, farm and ranch and home
accounts will be continued. The analysis report for the second year's record
will be studied and interpreted. Interpretations now begin to be useful in
making plans for future changes or expansion in various areas of the business.
Studies now can be made to determine income possibilities with various com-
binations of crop and livestock enterprises. The importance of transitional
stages when major changes are contemplated must be given considerable emphasis.

As the client family progresses toward the development of alternative plans
and the selection of the most appropriate alternatives, more emphasis will
be placed on work with individual families through on-farm and ranch instruc-
tion and less emphasis on group instruction. At this point the help of spe-
cialists in buildings, material handling and evaluation of plans is more
worthwhile for both the instructor and the client family.
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While this set of volumes does not contain a detailed course of study for
groups enrolled for more than three years, this omission should not be inter-
preted as placing little value on continuing instruction. Practice shows
that some families require the most assistance beyond the third year. As
they plan a reorganization of their business they need additional help in
searching out the alternatives and evaluating the outcomes of their many
possible decisions. Research shows the returns to management instruction

to continue well beyond the third year and in fact, demonstrates the highest
returns for educational investments beginning with the sixth and seventh year.

Research serves best to demonstrate that improvement in farm and ranch opera-
tion, organization and efficiency is highly individualized. Instructors must
be patient to permit their client families ample time to thoroughly weigh
theilr many possible alternative decisions. Management is primarily a deci-
sion making process, but making the decision is the prerogative of the client
family.
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CHAPTER IV
HOW TO USE THE COURSE OF STUDY FOR ADULT INSTRUCTION

Having a course of study available is not enough. The user must know how
the authors intended the course of study to be used if it is to be most
effective. The brief description which follows is intended to convey these
intentions.

The title of each lesson should be descriptive of the content and offer a
challenge to the client family. Titles may be used in promotion of the
management program. Preparation of public relations materials for use
with prospective farm and ranch cooperators and other community leaders is
a good way to inform the public of the purpose and content of adult agri-
culture instruction.

Part I. Student Objectives

Each unit begins with Student Objectives. Users will find that these objec-
tives are rather specific and behavorial in structure. A well written
objective should specify under what conditions and to what extent a certain
kind of student performance can be expected to take place. Teachers should
keep in mind the ways in which attainment of the objectives will be measured
in order to be able to evaluate their instruction. Measurement will usually
take the form of observing the changes in actual practice in the clients
business.

Part II. Transition of Units

To assist the instructor and the client in grasping the sequence of instruc-
tional units a brief summary of the previous unit, the current unit and the
following unit have been included in this part.

Part III. The Lesson

Each lesson begins with an attention focuser. The purpose of this device is
to motivate all of the students into thinking about the lesson. The atten-
tion focuser is usually activity orientated and should be viewed as an essen-
tial part of each lesson. Hopefully, each instructor will be able to think of
even better ways to focus attention on the topic than those suggested.

The subject content of each lesson is centered around a series of key questions.
Each of the key questions in turn is related to the student objectives. Much
of the subject content material is organized in outline form with appropriate
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narrative comments. Each key question contains a suggested teaching stra-
tegy. Wherever appropriate,subject content material is put in a large type
format in the appendices, with suggestions for how to use it appearing in
the suggested teaching strategies. The large type format found in the
appendices can be used in a duplicated handout form or as transparency
masters for overhead projectors.

While the material in each lesson is relatively complete and supported by
appropriate appendices, the instructor must, in addition, draw from his/her
knowledge of the local area. This will insure that the subject matter is
related to the problems in which the class members may be involved. Data
selected from area summaries should be revised each year as new summaries
of the records become available through the area vo-ag coordinators of the
business analysis centers.

Part IV. Summary

Each lesson should be summarized as the class session is concluded with the
students. This part offers a summary of the key points in the lesson.

Part V. At-The-Farm Activity

The activities suggested for individual at-the-~farm activity help to bring
the generalities of the classroom to the specifics of the farm families own
farm and ranch and home business. Many of the activities have been selected
from A Guide to On-Farm Instruction3 by Eugene Francis. They may serve as

a basis for scheduling the major activity of many of the farm and ranch
visits. Because on-farm and ranch instruction is so vital to the success of
the management education program, instructors must plan this phase very care-
fully. Individual instruction is expensive. Farmers and ranchers and exper-
ienced instructors consider it the most valuable phase of instruction. Any
instruction with such high value and comparatively high costs deserves every
effort to maximize the returns to the education investment.

The on-farm and ranch instruction is suggested on the assumption that there
has been pre-enrollment contact with the family at which time the instruc-

tor became acquainted with the family, secured an enrollment agreement and

explained the operation of the program. The instructor must make clear the
obligations the family has for attending classes or group sessions and of

availing themselves for on-farm and ranch instruction.

3Francis, Eugene V. A Guide to On-Farm Instruction in Farm Management
and Farm Business Analysis, Agricultural Education Department, University
of Minnesota, St. Paul, 1967, 147 pages.
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Part VI. Resources

This part includes the materials a teacher should have available to teach the
material in the lesson.

Part VII. References

The instructor may wish to expand his/her knowledge on the topic of the unit
or add to the unit. This part cites a list of references which will be help-
ful in locating relevant material.

Part VIII. Appendices

All of the teaching aids referred to in the suggested teaching strategies
will be found in the appendix.

Often instructors know what they want to teach, but have difficultly in
deciding how to proceed. The suggested teaching activities and experiences
will demonstrate procedures that have proven successful to the authors.

Farm and ranch families will find the activities worthwhile. They will be
challenged by many of the procedures to think carefully about their business
and to evaluate their own plans and past actions. Many units suggest acti-
vities for the farm and ranch families as a method of focusing their atten-
tion on the subject for discussion and stimulating them to participate in
the learning activity.
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CHAPTER V

FARM AND RANCH MANAGEMENT I - FARM AND RANCH
RECORDS AND ACCOUNTS

The vocational agriculture instructor in each community must develop his
own method of contacting and enrolling families in Farm and Ranch Management
I. Personal contact, invitation by letter, announcements in the local news-
paper, local radio broadcasts or perhaps contact through high school stu-
dents; all these methods are appropriate. Probably a combination of several
of the above media will work best. An enrollment goal, as well as the maxi-
mum number that can be handled in each class, should be determined well in
advance.

A carefully laid plan must be followed and special effort put forth to begin
Farm and Ranch Management I with a class of interested families. Progress
in enrollment and interest in later years will depend on the success of the
first year. For this reason, an enthusiastic start and dedicated follow-up
will pay future dividends.

All of the preliminary planning and enrolling should be accomplished far
enough in advance so that the first organized class can be held no later than
October. An early start permits time to present introductory material and
motivation units before beginning on the accounting system in December.

Farm and ranch earnings are necessary to make funds available for family
living. Choices must often be made between personal expenditures for
family living and production expenses connected with the farm and ranch
business. Because of this interrelated spending, it is very important that
planning in both of these areas be done jointly by the farmer and rancher
and his/her spouse. This planning can best be done if both the operator
and his/her spouse participate in the farm and ranch management phase of
the adult program. The interest and participation of the operators spouse
will often result in a more accurate and up-to-date farm and ranch account
book. Even though the person in charge of the household usually has his/her
time fully occupied with regular duties, often a few minutes a day can be
found to keep account book entries of receipts and expenses up-to-date
throughout the entire year. Often the farm or ranch operator will neglect
this task during periods of pressing farm and ranch work. If the household
keeper completes the receipts and expense phase of the account book and the
operator keeps the feed records and inventories, a very accurate and complete
record will result. This combination often furnishes opportunity for the
partners to discuss problems relating to the business and the home that
heretofore have not been openly discussed.

The following teaching units are suggested as guides. They should be modi-
fied to fit local conditions and kept up to date with the most current infor-
mation.
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Unit I -1
STIMULATING AN INTEREST IN FARM MANAGEMENT

PART I. Student Objectives

A. Given an opportunity to reflect upon changes that have occured in
class members' own farm businesses, and reinforced with illustra-
tive data from past and present farm business analysis summaries,
the student will be able to outline five specific trends that il-
lustrate changes in farming in the past 10-20 years.

B. Utilizing current and past data on farm business measures of or-
ganization and efficiency, students will be able to identify some

of the factors that contribute to the complexity of the modern day
farm.

C. Following a discussion of goal setting and the relationshi of goals
to earnings, families will be able to write a set of family and farm
goals that will prcvide a sense of direction for their business de-
cision making.

PART II. Transition of Units

Since this is the first group session for the participants, it will be

important for the members to begin to establish good personal relation-
ships with each other. The instructor should encourage as much discus-
sion as possible to get the families involved in the teaching process,

and to feel at ease in the group setting.

With this unit the family will begin the important task of establishing
goals for the business and for the family. The rapid changes in the
nature of farm businesses and the increasing complexity y of the manage-
ment and operation of farms-is emphasized to illustrate the need for ad-
vanced planning. An important aspect of this unit is to illsutrate the
close tie between farm and family goals.

The unit which follows will direct attention to the need for good farm
records. How changes in the farm business that can effect earnings can
be illustrated by an analysis of the farm business will be demonstrated.
The major summary measures that differentiate between high and low
earning farms will be illustrated.

PART III. The Lesson

As families arrive, give each family a 3 x 5 note card and pencil. Have
the cands numbered. When families have all awviuived, pair up the families
using the number on their carnds (L.e. No. 1 6 3, No. 264, No. 56 7,
ete.). Give the families 10 minutes to find out all the information they
need to intrhoduce thein partnens to the class. Suggest that they f4ind
out about the family, the family's interests and something about the garm.
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KEY QUESTION 1. What are some of the changes that have occurred in the
farm business in the past 10-20 years?

It is evident from Table 1 that there are a great many changes that have
occurred in the farm business in the past 10-20 years. The major changes
that are evident from Table 1 are (1) the changes in farm size as measured
by acres, (2) changes in the amount of capital required in the business,
(3) changes in the cash flow in both cash receipts and cash expenses,

(4) marked differences in the earnings level of farms as measured by labor
earnings, and (5) major increases in the amount of cash required for family
living.

TABLE 1. SOME MEASURES OF FARM ORGANIZATIONL

1955 1965 1975
Labor Earnings -~ High Profit 5,154 19,107 41,188
Labor Earnings - Low Profit -1,320 1,197 -11,489
Capital Investment (Dec 31) 49,844 86,032 284,025
Cash Receipts 17,207 31,372 89,482
Cash Operating Expenses 10,095 18,988 53,331
Number of Acres in Farm 211 279 356
Cash Farm Living Expenses 2,832 5,686 13,570

lEast South Central Annual Farm Business Management Summary - 1956, 1966,
1976, Austin Area Vocational Technical Institute, Austin, MN.

Suggested Teaching Strategy

Pose the question: "What are the major changes you have noticed im farming
in the past 10 years on 40?" Give the class a few minutes to think about
the question. ERicdit thein nesponses and record them on the chalkboard on
overhead. When the discussion has addressed several of the changes, rein-
fornce the {ssues by utilizing actuak farm data grom Table 1.

KEY QUESTION 2. How has the business of farming become more complex
during the past 10-20 year period?

Some of the complexities in the business are suggested by the items listed
in Table 1. Business size, as illustrated by both acres and capital re-
quirements suggest that the complexities have greatly increased. However,
many of the complexities are caused by changes in the use of agricultural
technology. An example of the way in which such complexities are reflected
in the farm businesses can be shown from the analysis of one of the crop
enterprises.
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Table 2 illustrates the way in which the practices in corn production
have been reported in the farm business analysis summaries for 1955,
1965, and 1975. As the business has become more dependent upon the
application of technology, those changes have been reflected in the

complexity of the crop analysis.

TABLE 2. CROP DATA FOR THE CORN ENTERPRISE

PER ACRE AVERAGE

ITEMS 1955 1965
1 Acres 56.2 86.7
2 Yield 53.7 73.2
3 Value Per Production Unit $
4 Crop Product Return
5 Other Crop Income
6 Total Crop Return $

7 Supplemental Costs
8 Fertilizer
9 Chemicals
10 Seed and Other
11 Special Hired Labor
12 Custom Work Hired
13 Irrigation Operation
14 Total Supplemental Costs §
15 Return Over Supplemental Costs $

16 Allocated Costs

17 Farm Power and Mach-Ownership
18 Farm Power and Mach-Operation
19 Irrigation Equipment-Ownership
20 Land Costs

21 Miscellaneous Costs
22 *Interest on Mach + Equip Investment
23 Total Allocated Costs $

24 Return Over All Listed Costs $

25 Supplementary Management Information

26 Work Units Assigned Per Acre .70 .70
27 Power Costs Allocation Factor

28 Total Cost Per Unit of Production $

29 Return Over Listed Costs Per Unit $

30 Total Listed Costs Per Acre $
30A Breakeven Yield
31 *Does Not Include Interest On Investment In Irrigation

Equirment or Land
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151
82
2
210

211
46
13
15

4
80
130

19
15

49.

89.
41.

1
2

169
66

75

4
.2
.56
.38
.78
.16

47
.92
.55
.16
.19
.02
.31
.85

.15
.64

12

.26
17
68

.55
.49
.06
.51
48
.20
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Suggested Teaching Strategy

To help LLLustrate the complexity of the business, select a single
enterprnise that 48 common to most of the farumens in your area. Ask

the students to List as many changes Ain practices or new practices that
they have used on heard about 4in the past 10-20 years. Record their re-
sponses on the chalkboard orn overhead. When you have Listed a number
04§ changes on new practices, summarnize the Adea of a complex business

by utilizing data §rom TabLe 2. 1t 48 Likely that you will be able to
nelate almost every response elicited on the board to one of the Litems
that appearn 4in Table 2. Use no more than 10 minutes of the class
period on this key question.

KEY QUESTION 3. What changes are. you planning for your farm and your
family?

As the previous discussion has suggested, farming is undergoing constant
change. There is no evidence to suggest that the rate or complexity of
change will decline. But not all farms are alike. Not all farm families
are alike. There was a time when farming was thought of as a 'way of
life" rather than a business. Some farmers still prefer to categorize
farming that way. However, most families are no longer satisfied to do
without the goods and services which other people enjoy. Each family has
a different set of values upon which they base the decisions which affect
their farm operation and their level of family living. It is the purpose
of the management program to help people farm more effectively so they
can attain their family goals more easily.

The visual of the farm family tree helps to illustrate the close tie be-
tween the family and the farm. The "soil" of the tree, as represented
by land, labor and capital, must be used by the family to produce a
healthy tree. With careful management the family tries to develop the
main root system of crop and/or livestock enterprises. Caring for the
root system is essential. Good crop varieties, proper fertilization,
adequate weed control, balanced rations, etc. are needed for vigorous
growth.

The products flow through the marketing system to provide the income
necessary to support the branches. The branches represent the goals for
family living. Here each family has to chart its own course. Some may
want a very large, fruitful tree; others may prefer a smaller variety
that will satisfy their demands for goods and services. The income to
be used for family living, together with community facilities and the
time, energy and health of family members, and the skills and knowledge
of the family managers are the resources the family can spend to satisfy
family goals.

What the family wants is the motivation for good management of the farm
and home brsiness. It seems then that the first thing a family must do
is to take time to establish a set of short, intermediate and long term
goals to assist them in making sound decisioms.
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Setting goals is not an easy task. For many it is a job they have not

done before, at least in any formal way. The cartoon of the two donkeys
found in the appendix illustrates one of the problems that families may
face when they first try to establish goals for the farm and the family.

Goal setting will require several important steps. Some are illustrated
by the cartoon: first, goals must be identified, second, some compro-
mises will need to be made and third, there will have to be some priorities
established.

In setting up goals the following additional points should be recognized:

All family members should contribute.

Recognize that there are both individual and family goals.
Recognize both long and short term goals.

Select goals in terms of available resources. )
Competition between goals is normal and desirable.

Goals must be modified as resources change.

[o) NG, BE SR UCRN SN

Suggested Teaching Strategy

Begin this portion of the class by asking for a show of hands of all stu-
dents who in the past year have sat down with thein family and wiitten
down the things they wanted to attain in the next 12 months. (It 48 un-
Likely that you will get a response.)

Review some 0§ the material in the subfect content using the farm gamily
tree. Pass out a "Rate Yourn Goals" sheet to each member of the class.
Ask husbands and wives to complLete the worksheet separately. AlLow only
5 minutes for them to complete the sheet. Now allow a few minutes for
husbands and wives to compare notes. Determine A4 there wat any disa-
gheement between husbands and wives. This discussion will provide a
natural Lead-in to the use of the "Donkey" visual and references to the
subject content.

Following the discussion of goals, hand out 2 copies of the worksheet

"What Does Your Family Want?" Ask the families to wonk togathm to be-

gin Zo formalise thein goals. Ask each family to hand in a copy of their
goals for your wonking filLe, s0 that you, the instructor, can heep in mind
the goals the family has developed as you work with them in the coming yean.

Aftern the worksheets are completed, the )LMOMMP 04 gamily goals %o

a profitable farm business should be brought out in the discussion. At
this point, the idea should be §irmly established that a well managed busi-
ness 4is the key to supplying the wants and satisfactions for the entirne
gamily. This discussion will Lead to the gfinal question, "Where does one
begin to determine how the business can be more effective in meeting the
goals?"

Distrnibute another set of worksheets on goals. Ask each family to take
.hem home and discuss the goals they recorded on the in-class worksheet.
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They should, agten theirn discussion, rewnite theirn goals prion to the
48t on-farum insthuctional session.

PART IV. Summary
A. Farming has changed significantly over the past 20 years.

B. Increasing complexity in farming has had an effect on farm earnings
when comparing the high earnings farms to the low earnings farms.

C. To determine where one wants to go a statement of short and long
term farm and family goals is important.

PART V. At-The-Farm Activity
Get acquainted with the family and the business. Review the current
status of the business and the future plans for the business and the
family. Pay careful attention to the "What Does Your Family Want?"
worksheet. Assist the family in formalizing some of the goals they
have discussed.

PART VI. Learning Resources
Overhead Projector
Chalkboard
Handouts: '"Rate Your Goals", "What Does Your Family Want?"
Transparencies: Table 1, Table 2, Farm Management Tree, Donkey Objectives
Supply of Lined Paper and Pencils
3 x 5 Note Cards, Numbered

PART VII. References

Austin Area Vocational Technical Institute, Vocational Agriculture Farm
Management Program, Annual Reports, 1955, 1965, 1975, Austin, MN.

PART VIII. Appendices

A. Rate Your Goals

B. What Does Your Family Want

C. Our Objectives: Now and Later

D. Table 1 - Some Measures of Farm Organization
E. Table 2 - Crop Data for the Corn Enterprise
F. Family Living

G. Mutual Objectives



RATE YOUR GOALS

Rate the following goals in terms of their importance to you.
1 after the goal that is most important, etc.

1.

8.

10.

To provide more leisure time to engage in hobbies, to
enjoy good friends, and for self improvement.

To provide an attractive, comfortable, and efficient
home to meet family needs and happiness.

To provide the needs of a job or business operation
with modern tools, equipment or buildings before im-
proving the home.

To provide economic security (to be reasonably cer-
tain of insuring an income adequate for family needs).

To provide for the needs of the home, using credit and
other income before improving the business operation
or job needs.

To provide financially for good educational opportunities
for the children.

To enjoy good health.

To provide as much income as possible from a business
operation or employment

To provide income levels from work which will enable con-
tinued enjoyment of it's freedom and independence.

To help plan and use influence in guiding policies and
activities in the city and the county for worthwhile
purposes.

List number

List 5 specific things you wish to accomplish in the next couple of years.

Name

22
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"WHAT DOES YOUR FAMILY WANT?"

DREAMS? IDEAS? GOALS? ACTION?

WHAT DOES YOUR FAMILY WANT? Clarifying our ideas as to what we really
want is one of the first steps in improving both family living and the
farm business. Each family has some idea of its objectives in terms of
"absolute necessities", '"desirable needs'", and "nice-to-have-wants'.
Too often, however, there has not been adequate communication between
family members in identifying common goals, their priorities, and how
and when they are to be accomplished.

CONSTRUCTIVE ACTION USUALLY FOLLOWS POSITIVE THINKING. The following
pages are an outline for your convenience. Consider them a kind of
"goal bin'", with some labeled compartments in which to sort out and ar-
range family ideas. If all the labels don't fit, substitute your own.
Get everyone into the act. Some ideas should have attention now; others
should wait; some may be only pipe-dreams. Place a priority rating on
as many as possible.

WHEN IDEAS GET "RIPE", THEY BECOME GOALS. Merely making a long list of
ideas, and filing them away, is like planting a garden and going on
vacation for the summer. The weeds will out-do the seeds. It's hard
to over-cultivate a good idea. The list should be reviewed as often

as possible, and should get a thorough "plowing'" at least once a year.

MOST GOALS GROW AND MATURE ON DOLLARS. Tangible goals without money to
feed on seldom yield very much. There are many fancy names for money
planning, such as "complete budgets'", '"partial budgets'", and 'cash-flow
projections'. They all boil down to the same thing; if ideas are to
succeed, money must be planned for ahead of time, and be there when
needed. Credit is normally the pivot-point of business money planning.
If wisely used, its financial leverage can put ideas into actionj; if
abused, it will transform yesterday's dreams into tommorrow's night-
mares.

WHERE DOES RECORD KEEPING FIT IT? Setting goals is one thing, getting
there is another. Good records are like sights on a rifle. Properly
used, they put us on target; without them, it's mostly point and hope.

We need a system of record keeping with defined objectives, and planned
use. That is what this course is all about. It needs your understanding,
your planning, and your practical application. -Plan well, the farm you
save may be your own.



OUR OBJECTIVES: NOW AND LATER

THIS YEAR IN THE FUTURE

For providing a statisfying living

For self-development of each person in the family

For improving our financial security: Family and business

For improving our soil, cropping system, and land use

24



OUR OBJECTIVES: NOW AND LATER

THIS YEAR IN THE FUTURE

For improving our livestock program

For improving our use of machinery and equipment

For improving use of our buildings, and the farmstead

For improving, and using, our farm record system

25
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TABLE 1. SOME MEASURES OF FARM ORGANIZATION!

LABOR EARNINGS - HiGH PROFIT

LABoR EARNINGS - Low PROFIT
CapiTAL INVESTMENT (Dec. 31)
CAsH RecelPTs

CasH OPERATING EXPENSES
NuMBER OF ACRES IN FARM

CAsH FARM L1VING EXPENSES

1955
5,154

-1,320
49,344
17,207
10,095
211
2,832

1365
19,107

1,197
86,032
31,372
18,988

279

5,686

1975 .
41,188

-11, 489
284,025
89,482
53,331
356
15,570

IEAsT SouTH CENTRAL ANNUAL FARM BUSINESS MANAGEMENT SUMMARY - 1956, 1966, 1976,
AusTIN AREA VoCATIONAL TECHNICAL INSTITUTE, AusTIN, MN,



TABLE 2.

CROP DATA FOR THE CORN ENTERPRISE

ITEMS

30
30A
31

AcrES
YIELD
VaLue Per ProbucTioN UNIT $
CrRoP PRODUCTION RETURN
OTHER CROP INCOME
TotaL CRoP RETURN $
SupPLEMENTAL CosTs
FERTILIZER
CHEMICALS
SEeD AND OTHER
SpecIAL HIRED LABOR
Custom Work HIRED
IRRIGATION OPERATION
ToTAL SuppPLEMENTAL CosTs $
RETURN OVER SuppLEMENTAL CosTs $
ALLocaTep CosTs
FARM Power AND MACH-OWNERSHIP
FARM Power AND MACH-OPERATION
IRR1GATION EQUIPMENT-OWNERSHIP
LaND CosTs
MisceLLANEOUS CosTs
*INTEREST ON MACH + Equip INVESTMENT
ToTAL ALLocATED CosTs $
RETURN OVER ALL LisTep Costs $
SUuPPLEMENTARY MANAGEMENT INFORMATION
Work UNI1TS AssIGNED PER ACRE
Power CosTs ALLOCATION FACTOR
TotAaL CosT PErR UNIT oF PrRODUCTION $
RETURN Over LisTeDp Costs PER UNIT $
“TotaL LisTep Costs PER Acre $
BREAKEVEN YIELD

27

PER AcRE AVERAGE
1955 1965 1975

56.2 86.7 151.4
53.7 73.2 82.2
2,56

210.38

.78

211.16

46.47
13.92
15.55
.16
4,19
.02
80.31
130.85

19.15
15.64

49.12

5.26

89.17

41.68

.70 .70 .55
1.49
2,06
.51
169.48

66.20

*Does Not INcLUDE INTEREST ON INVESTMENT IN IRRIGATION

EQuIPMENT OR LAND
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Unit I - 2
SHOWING THE NEED FOR FARM RECORDS
PART I. Student Objectives

A. Given a sample "Range of Farm Earnings'" and the opportunity to dis-
cuss variations in earnings, the student will be able to illustrate
how the reasons for variations in earnings can be shown through the
analysis of the farm business.

B. After studying the many causes of farm earnings variation, students
will be able to identify those causes over which they have either
immediate or long range management control.

C. Following familiarization with terms that measure managerial organi-
zation and efficiency, students will be able to make an estimate of
how their business compares with their neighbor's for each factor.

PART II. Transition of Units

The last unit introduced the idea that families must establish goals if
they are to succeed. The unit stressed the fact that each family's goals
will probably be unique. The unit illustrated some of the changes that
have occurred in farming in the past decade and reinforced the notion
that changes are likely to continue to occur.

This unit deals with the variations in earnings among farmers. Some of
the ways in which the variations can be explained ard measured are iden-
tified. The unit culminates in the identification of the causes of varia-
tion of earnings that can be controlled by management.

The unit which follows will help families identify some of the ways in
which the progress of the business can be measured. The kinds of farm
records are defined and the usefulness of reccrds to the management of
the business is emphasized.

PART III. The Lesson
Attention Focuser

Focus attention on the task by starting with a guessing game. Have a
pint jarn gilled with soybeans orn other Lange seeded chop. Before §i&ling
the jarn, insent an inverted paper cup o other object in the jar to take
up space, but make sure the object is not visable to the guessens. When
everyone has had an opportunity to guess, hecornd theirn guesses on the
boarnd. Then ask the students to recount the factons that ingluenced thein
guess. Record the items on the boarnd. You should expect to get responses
such as the size of the jar, size of the beans, how §ull the jar happened
to be, ete. When you have exhausted the £ist, reveal the number of beans
in the jan and awarnd a prize to the winnern. Then pour the beans out to
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reveal the object that took up space. CLose the focusern by reminding
the students that they could have guessed the number of beans more
accurately A4 they had been there to observe you §i8Ling the jar--if
they had had a hecord of your activity.

KEY QUESTION 1. How much do farm earnings vary from farm to farm?

Just as estimates at the number of beans in the jar varied, so do the
actual number of "beans'" or dollars vary from farm to farm. The level

of farm earnings is one way to examine farm variability. The last unit
used data from high earning and low earning farms to illustrate changes
that have occurred in farming over a long period of time. It is impor-
tant to recognize that even within a single . year, there is a wide varia-
tion in earnings among farms in the same area. The chart on farm earnings
taken from the Austin Summary of farm earnings for 1975 illustrates how
extreme the variation is from the highest earning to the lowviest earning
farm. Given a few minutes to examine the chart, each family should be
asked to make a mental note of where they think their farm would have
been placed on the chart last year.

Each farmer that participates in the farm management education program
will find out where his/her farm falls in the earning chart when their
analysis is completed. An added advantage is that each farmer can see
how others, as expressed in group averages, have done in the same year.
In doing so, one has the opportunity to observe how you are performing
in relationship to "par'" or the average farmer in your area. Farmers
can also be grouped into earning groups. All of the analysis summaries
report three groups of averages; an average for the top 20% in earnings,
the average of all farmers, and the average of the bottom 20%.

Suggested Teaching Strategy

Secure one or two estimates of the extreme top in Labor earnings, the
extrneme bottom, and the average for Last year. Record them on the board.
Use the chart of farun earnings in the appendix to iLLustrate how earnings
vary. Develop the materials Listed under Key Question 1 to help explain
the significance of the chart. Insist that each family place their own
earnings on the chart, by making a mental note of where they think they
§it. Suggest that they categorize their eawnings as high, above average,
average, below average of Low.

KEY QUESTION 2. What are some of the reasons why the earnings varied so
much from high profit to low profit forms.

Obviously the variations in earnings were not an accident. There is al-
most always a cause for the variation. What are some of the causes? A
brief list of the causes of variations should help to illustrate that many
of the factors are the result of management decisions. Although there are
some factors over which the farmer has little control.
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Some of the factors that may be important are:

Size of business

Yield of crops
Productivity of livestock
Selling prices

Control of costs

Kind of crops raised
Kind of livestock raised
Timeliness of the operations
. Weather conditions

10. Productivity of the soil
11. Disasters

LWCoOoONOTUL W

It will be noted from the list that a majority of the factors can be
controlled by the manager, at least in the long term. Differences in
earnings do not just happen. They are caused by the decisions each
manager makes.

Suggested Teaching Strategy

Having viewed the variations in earnings, elicit grom the group heasons
why the earnings vary. Split the class into groups of 2 or 3 garm
couples. Give each group 84ix minutes to come up with 84ix good reasons
why the eanings varied. At the end of s4ix minutes, record thein reasons
on the board, asking for only one or two reasons from each group witil
thein Lists are exhausted. Recond the responses Lin two colwms on the
board; one §or manageable factors and one for things over which the
operator has Little Lif any control. Do not put a heading orn title on
the colwms until all neasons are Listed. Then Label the two "manage-
able" and "not manageable". As you review the Lists, ask if there are
any {tems that should be in the opposite List -- have you made good
chodices in Labeling the factor "manageable" and "not-manageable"? Sum-
manize by emphasizing that the vast majornity of factors are manageable
and that even the unmanageable factors can be controfled on modified by
good management decision making.

KEY QUESTION 3. 1Is there a relationship between labor earnings and the
factors that have been identified as having some effect
on earnings?

To answer the question of the relationship of various factors to earnings,
one must first ask, "What kind of farm and under what conditions?" It
should be obvious that a farm which derives all of its income from crops
will be affected by different factors than one dependent primarily upon
livestock for income. But in general it is safe to say that a farm that
is organized better and managed more efficiently will earn more than a
farm treated in a less professional way. To examine that relationship,
one can direct attention to Table 1. This table, taken from the 1975
business analysis in the Austin area, shows farms arranged on the basis
of earnings, into high profit, average, and low profit farms.
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TABLE 1. MEASURES OF FARM ORGANIZATION & EFFICIENCY, AUSTIN AREA FARMS

Low Average High

Profit Profit Profit
Labor Earnings -11,489 10,112 41,188
Crop Yields Index 99 100 109
Percent Land in High Net Crops 65.4 66.9 74.2
Gross Return/Harvested Acres 169.97 175.54 193.94

(Excluding Pasture)

Index of Return/$100 Acres 88 100 109
Livestock Units/100 Acres 28.4 34.1 51.6
Size of Business - Work Units 432.9 428.1 565.2
Work Units/Worker 246.8 254.3 295.1
Power, Mach, Equip, Bldg, Exp/W.U. 52.55 46.90 49.00
Farm Cap. Investment/Worker 164.412 161.583 205.825

The relationship of the factors listed to earnings can be most easily
illustrated in graphic form. For example:

CROP 110 109

YIELD 105

INDEX 100, 9%
95
90
85
80

Low Avg. High
Profit Profit Profit

FIGURE 1. RELATIONSHIP OF CROP YIELDS TO EARNINGS

Since the high profit farms have a much higher crop yield index than low
profit farms, and since the average falls somewhere in between, it is
readily seen that there is some relationship between the two factors:
yields and earnings.

The opposite effect can be illustrated in this particular year with
power, machinery, equipment and building costs per work unit.

POWER, MACHINERY 64
EQUIPMNET & 60
BUILDING EXP/W.U. 56
52
48
44

40,

Low Avg. High

Profit Profit Profit

4 .00

FIGURE 2. RELATIONSHIP OF COSTS CONTROL TO EARNINGS
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In this instance, lower costs are not necessarily associated with higher
profit.

It should also be noted that in some years, some factors may not appear
to have any relation to earnings when looking at all farms in general.
However, examining specific kinds of farms may show these same factors
to be very important.

In one of the previous Key Questions, a list of factors that cause vari-
ations in earnings was outlined. It is important to tie these factors

to the measures of farm organization and efficiency shown in Table 1. An
example is index of crop yields. From the previous list of factors af-
fecting earnings, it is possible to relate the following to yields:

Kind of crop raised
Timeliness of operation
Weather conditions

Soil productivity

S wN =

Additional factors can be illustrated in a like manner, using the list
of variations in earnings elicited from the class.

The fact that the management factors in a general way explain the vari-
ation in earnings can also be illustrated from the following chart.
This illustration shows clearly that the greater number of factors in
which a farm excells, the higher the income produced by the farm.

NUMBER OF FACTORS
ABOVE AVERAGE

NS wN -

~5000 0 +5000 +10000 +15000 +20000 +40000

FIGURE 3. RELATIONSHIP OF FARM EARNINGS TO NUMBER OF ABOVE AVERAGE
MANAGEMENT FACTORS

An important comparison can be made between the earning level of farms
with 6~7 factors above average and the earning level of the 20% most pro-
fitable farms shown in Table 1. While the management factors are related
to earning, it does not necessarily mean that the high profit farms always
excell in all of the factors. As pointed out in an earlier discussion,
one has to answer the question, ""What kind of farms and under what condi-
tions?" 1In a particular year, farms may fall in the high profit category
(Table 1) because of the way in which they are organized. Thus, for ex-
ample, farms with little livestock, poorly managed may still be in the
high profit groups if the cropping program was extensive and well managed.
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Suggested Teaching Strategy

Begin the discussion by giving a very brief, concise definition, in
Laymen's tenms, of each of the factorns Listed in Table 1. 1§ 48 not
necessarny at this time to be precise in definition of the factors; only
to develop an understanding of what each factor purports to measure.

Using the diagrams in Figures 1 & 2, {LRustrate more precisely how the
factons nelate to earnings. Some of the factors may have Little or no
nelationship in some yearns. When this phenonmenon occuns, ask the
class to suggest reasons forn the Lack of relationship.

1t 48 Amportant duning this session and subsequent ones to refer gre-
quently to the farun business analysis summary for your area. The
students should be neminded that the information L& §rom actual faruns
within thein area, and that theirn faums are subjected to analysis, their
neconds will become part of the averages but their individual farm will
not be identifiable among the averages.

Close the discussion by placing the following question on the board
on a thansparnency:

"How will my farm fare in the coming year in each of the
management gactorns?"

"WiLL my management show?"
KEY QUESTION 4. What will my management show for the coming year?

High earnings do not just happen.  They are generally the result of
careful planning, including the establishment of realistic goals. At
the last session each family enumerated individual family and farm goals.
While families do not have an analysis on which to base their forward
planning, they can nevertheless make some broad estimates of goals re-
lated to the management factors. To aid in reminding the families of
the management factors, it would be useful to have each family make a
self evaluation of how they think they will compare with their neigh-
bors.

Suggested Teaching Strategy

In the appendices L5 a worksheet entitled "WiLL My Management Game Be
Up To Pan?" Have each family complete the worksheet in duplicate.
When 4t is completed, put one copy in their working §ile and ask that
they place thein copy 4in theirn own {ile for future reference.

PART IV. Summary
A. Farm earnings: not only fluctuate from year to year, but also from

farm to farm. The variation among farms is much greater than the
variations between years.
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B. Variations in earnings do not just happen; most can be shown to
result from differences in management decisions.

C. Farm records and the resulting business analysis can be used to
determine why the farm performed at a certain level of income.

D. Farms which excell in the management factors generally perform
better when performance is measured in earnings.

E. The level at which a farm performs in each of the factors can
generally be related back to the management decisions and result-
ing practices that the farmer implemented.

F. Since good management, as reflected in the management factors, is
planned, it is possible to project the level of performance in each
factor based upon the level of management planned.

PART V. At-The-Farm Activity

Using the worksheet, '"Will My Management Game Be Up To Par?", review

the projections the family has made. When you have a good idea of the
level of management of the family projects, take time to become familiar
with the farm. If the farmer has an aerial photo of the farm, carry the
photo with you as you make a walking tour of the farm, noting particular
problems associated with drainage, erosion, land capability, weed growth
or other factors that might have an effect upon the projections of the
factors related to crops.

PART VI. Learning Resources

Chalkboard

Overhead Projector

Handouts: Range In Earnings, Will My Management Game Be Up To Par?
Transparencies: Table 1, Figure 1, Figure 2, Figure 3, & Handouts

PART VII. References

Austin Area Vocational Technical Institute, Vocational Agriculture
Farm Management Program, Annual Report, 1976, Austin, MN

Herbst, J.H., Farm Management: Principles, Budgets and Plans, Stripes
Publishing Co.

PART VIII. Appendices

A. Range in Farm Earnings

B. Will My Management Game Be Up To Par?

C. Table 1 - Measures of Farm Organization & Figure 1 - Relationship
of Crop Yields to Earnings )

D. Figure 2 - Relationship of Cost Control & Figure 3 - Relationship
of Farm Earnings to Number of Above Average Management Factors
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RANGE OF LABOR EARNINGS

THIS CHART SHOWS THE RANGE OF LABOR EARNINGS STARTING WITH THE
HIGHEST AND ENDING WITH THE LOWEST IN THE 0 TO 9 PERCENTILE.
EACH PERCENTILE GROUP REPRESENTS 46 TO 47 FARMS. THE AVERAGE
OPERATOR LABOR EARNINGS LISTED FOR EACH GROUP REPRESENTS ONLY
THE AVERAGE OF THAT GROUP, THE RANGE OF EARNINGS GIVES THE
LOWEST AND THE HIGHEST INDIVIDUAL OPERATOR LABOR EARNINGS IN
THAT GROUP,

PERCENTILE No. oF CAses AVERAGE RANGE

90-100 47 $56,647  $32,475 & Up

80-89 47 25,089 20,642 - 31,756
70-79 46 16,181 12,295 - 20,623
60-69 U6 10,186 8,054 - 11,912
50-59 4o 6,460 4,692 - 7,903
40-49 4o $ 3,464 $ 2,179 - 4,637
30-39 4o 622 -990 - 2,157
20-29 4o -2,625 -1,079 - -4,298
10-19 47 -6,302 -4,323 - -9,499

0-9 47 -18,121  -9,531 - Down



WILL MY MANAGEMENT BE UP TO PAR?

This worksheet is a projection of where you think your farm will rank on
each management factor in the coming year. If you manage your farm as you
have planned, how will you rank?

Lower About the Higher
than my same as my than my
FACTOR neighbors neighbors neighbors

Return for my labor & management
Crop Yields

Percent of my land in high
return crops

Returns for each $100 of feed
fed to my livestock

Gross crop return for each
acre cropped

Amount of livestock per acre
Size of my business

Work accomplished by each
worker

Control of overhead costs

Amount of capital invested
for each worker

38

If you have checked any of the items ''lower than my neighbors'", use the space

to jot down some of the reasons you think your neighbor will do better than
you in the coming year.
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TABLE 1. MEASURES OF FARM ORGANIZATION & EFFICIENCY, AUSTIN
AREA FARMS - 1975

Low AVERAGE HiGH
PrRoFIT  PROFIT  PROFIT

LABOR EARNINGS -11,489 10,112 41,188
Crop YI1ELDS INDEX 99 100 109
PercenT LAND IN HieH NET CroPS 65.4 66.9 /4.2
GRoss RETURN/HARVESTED ACRE 169.97 175.54 193.94
(ExcLubiNG PASTURE)
INDEX oF ReTurRN/$100 Feep Fep 88 100 109
LivesTock UN1Ts/100 Acres 28.4 34,1 51.6
S1ze oF Business - Work UNITS 432.9 428.1 565.2
Work UNI1TS/WORKER 246.,8 254.,3 295.1
Power, MacH, Eauip, BLpe Exp/W.U. 52.55 46.90 49.00
FARM CAP. INVESTMENT/WORKER 164.412 161.583 205.825
CROP
YIELD 110 109
INDEX 105

100 99 10

95

90

85

80

Low AVERAGE HiGH

PROFIT PROFIT PROFIT

FIGURE 1. RELATIONSHIP OF CROP YIELDS TO EARNINGS
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Power, MACHINERY, b4y
EQuiPMENT & BuILDING 60
Exp/W.U. 56
52
48
Ly 46.90
40

Low AVERAGE HiGH
PROFIT PROFIT PROFIT

FIGURE 2. RELATIONSHIP OF COST CONTROL TO EARNING

W W W W W W NN W NN W W NN W W NN W NN NN W NN NN W NN NN W NN NN W NN N NN NN NN NN

NUMBER OF FACTORS
ABOVE AVERAGE

NoOOUvTiEWN

-5000 0  +5000  +10000  +15000  +20000  +400OO

FIGURE 3. RELATIONSHIP OF FARM EARNINGS TO NUMBER OF ABOVE
AVERAGE MANAGEMENT FACTORS
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Unit I - 3
USING FARM & HOME RECORDS TO MEASURE FAMILY PROGRESS

PART I. Student Objectives

A. Given the home and family self appraisal, families will be able
to identify areas under six general headings that are indicators
of personal living goals.

B. Having had an opportunity to complete a net worth worksheet esti-
mate, families will be able to identify and calculate measures of
family financial progress as shown by estimated gain in net worth.

C. Families will be able to identify the eight kinds of records essen-
tial for a complex business analysis and describe how each kind of
record contributes to the understanding of their farm businesses.

D. Following discussion of uses for farm and home records, families
will be able to identify at least six sound reasons for keeping
complete farm and home accounts.

PART II. Transition of Units.

The previous unit demonstrated the wide variation in earnings among
farmers. The majority of the reasons for variation were due to factors
over which the farmer had either immediate or long term managerial con-
trol. The management level of the farms can be measured in some degree
by the management factors available through analysis. These factors can
in turn be associated with practices which the manager implements. Eval-
uation of the success of his management can be shown at year end by a
business analysis.

This unit addresses the record system used to compile analysis data. A
link is made between the collection of data (the record), measures of
progress (the analysis) and family living (goals).

The unit which follows will introduce families to the first step in
keeping a good farm record: keeping inventories.

PART III. The Lesson
Attention Focusern

As families assemble, ask each family to complete the "Home and Family
Self Appraisal" farm. Ask each family to number the 2hree most Ampontant
Ltems they think thein family should address theirn effornt toward in the
coming year. Request that they numbern the Ltems 1, 2, 3 in onder of
dmpontance. Encourage family members to discuss the items as they complete
the check List 50 that there is no misunderstanding among family memberns

a8 to the importance and priority of the .items.
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KEY QUESTION 1. How far has your family progressed in reaching goals for
satisfying family living

The previous unit illustrated that there is a wide variation in the earn-
ing level among farms. One of the items that was not suggested in the
list of reasons is that families often have diverse views as to what con-
stitutes satisfying living, and thus have different motivations for exper-
iencing financial success.

It is also evident that families have reached differing levels of success
in terms of satisfying family living requirements. Some families may have
checked almost all items "yes" while some may have indicated "yes" to only
a few. Probably more diverse will be the order in which families as-
signed priorities to the items they check ' f

Oﬁe of the key points in managing the farm business is to understand the
relationship between farm success and family satisfaction. A number of
the items in the checklist are closely related to the financial success of
the business. Only when the business succeeds financially will the family
be able to satisfy their goals for family living.

Suggested Teaching Strategy

When the students have completed the checklist and have ranked the top
three items in prionity onden, begin discussing the s4ix general areas

04 the checklist. Make a tally on the chalkboard or overhead thans-
parency of the numbern of gamilies who have chosen one or more of the
items in the section as among the top priority items for family consider-
ation. Develop a chart as folLows:

No. of Families with

Item Héigh Prnionity
Sound Farm-Home Business XX
An Attractive Home XX
Famcly Member Development XX
Family Relationships XX
Family Health XX
Financial Security XX

Based upon the class nesponses, direct the discussion at the areas where
Zhe most people nesponded by Listing some item undern the general heading
as having a high priority.

Impress upon the gamily that just Like faum earnings, the items they
nesponded to are subject to management. Each of the items represents

Zo some degree a measure on direction of gamily progress. Deterunine by

a show of hands if any of the items checked as having high priornity can
be neached if the business s not profitable? Relate business success

to family satisfaction, but emphasize that the measure of what constitutes
gamily satisfaction 45 dependent upon the value system of the family.
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KEY QUESTION 2. How can you measure the success of the farm business?

The success of the family enterprise can be measured by the things that
give family members satisfaction. The success of the farm business is
usually measured in dollars and cents. But what dollar and cents measure-
ment is the best for measuring progress? Most managers would agree that

a gain (or loss) in net yorth provides one of the best measures of how
the business has progressed.

The point was made previously that labor earnings and family progress
both vary a great deal from farm to farm. Gains or losses in net worth
are also variable. Table 1 illustrates the gains (and losses) in net
worth that are associated with the low, average, and high earnings groups
who are enrolled in the farm/ranch management education program.

TABLE 1. NET WORTH STATEMENT OF LOW, AVERAGE, AND HIGH PROFIT FARMS,
1975 (AUSTIN AREA)

Low Average High

Jan. 1 Dec. 31 Jan. 1 Dec. 31 Jan. 1 Dec. 31
Total Livestock $22,670 $24,062 $24,679 $28,852 $41,492 $51,420
Crop, Seed & Feed 39,098 33,522 39,271 38,282 62,134 67,528
Total Power & Mach. 30,335 31,326 28,294 32,999 39,617 48,319
Land 60,709 62,917 53,579 59,300 76,376 88,202
Buildings 27,741 31,948 28,728 35,020 43,973 56,193
Total Farm Capital $180,553 $183,775 $174,551 $194,453 $263,592 $311,662
Non-Farm Assets 18,186 17,892 17,595 19,532 26,005 30,188
Dwelling 8,645 8,753 9,414 10,717 11,675 14,376
Total Assets $207,384 $210,420 $201,560 $224,702 $301,272 $356,226
Real Estate Debt. 44,613 45,349 41,680 47,121 45,810 55,029
Chattel Mortgages 27,868 34,224 21,720 29,742 22,536 31,750
Note Pay. 7,462 11,646 8,117 10,956 9,829 12,533
Accounts Pay. 1,965 2,671 2,111 2,503 3,207 3,096
Total Liabilities $81,908 $93,890 $73,628 $90,322 $81,382 $102,408
Net Worth (9-12) $125,476 $116,530 $127,932 $134,380 $219,890 $253,818
Gain in Net Worth $(~-8,946) $6,448 $33,928

While gain in net worth is the best single measure of financial progress it
is important to note that gain in net worth does not have first claim on
family income. Family living necessary for survival has first claim on
income. Once the basic necessities of life have been satisfied, families
must work to keep expenditures for the family within the level of family
income. Obviously families that earn more have more freedom to choose the
way in which family needs will be satisfied. Good records of the farm and
family enterprise can help to guide a family to a balance between income
and expense.
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Suggested Teaching Strategy

Hand out the net wonth worksheet found Ln the appendix. Indicate that
now that the family has shown the proghress of the family enterprise
through the use of the checklist, they can do the same to show ginancial
progress by using the net wornth worksheet (measuring your §inancial pro-
ghess). Allow about 10 minutes for the family to complete the worksheet.
Many gamilies wilf be unable to complete the worksheet without frustra-
tion since they will not have had a recent inventorny of either assets

orn Riabilities. When the families are finished, ask them to write the
nesponses to two questions on the bottom of thein sheet.

1. Are you satisfied with your progress?

2. Was your §inancial progress Less than, equal to, or greater than
that of othens in your neighborhood?

(Less than) (equat to) (greaten than)

Using Table 1 as a trhansparency (see appendix) discuss the elements of a
net wonth statement and the necords that are necessarny to obtain an accu-
nate statement.

KEY QUESTION 3. What are some of the uses that can be made of a complete
set of farm and home business records?

An accurate net worth statement has already been demonstrated as one of
the outcomes of a good record system. What are some of the other uses
that farm families may have for good farm and home records?

1) Furnish information for income tax purposes.
2) Determine level of farm earnings.
3) To observe financial progress.
4) To find enterprises that are most profitable.
5) To determine weaknesses and strengths of the farm business
in total and in specific enterprises.
6) To evaluate personal spending.
7) To preserve information about the business for futher
references.
8) To aid in obtaining credit.
9) To supply data for future planning.
10) To plan future cash flow.

Suggested Teaching Strategy

Most families have kept some fomm of hecords of thein business. Ask
gfamilies to enumenate the uses they have made of their records s0 far.
(The List will probably be shont.) Then ask the families to suggest uses
that could be made of records if they were available. Add to the List
witil all of the uses Listed above have been enumerated.
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KEY QUESTION 4. What kind of records should one keep if records are to
be used as the list of uses indicates?

A complete set of records for analyzing the total business and its indi-
vidual categories should contain the following:

1) Farm receipts and expenses.

2) Inventories of livestock, crops and feed.

3) Machinery, equipment and building inventories and depreciation.
4) Records of feed fed to livestock.

5) Crops raised.

6) Livestock acquisition and disappearance.

7) Non-farm assets and liabilities.

8) Household and personal records.

One of the keys to keeping good records is understanding how each record
will be used. Records which will not be used are a waste of time to keep,
but records that are not kept cannot be used. Each of the records sug-
gested in this key question can be used in one or more of the items
suggested in Key Question 3. TFor example, in order to find which enter-
prises are most profitable, records 1, 2, 3, 4, and 6 must be kept. In
order for the operator to check the accuracy of 4, 5 must also be kept.

Household and personal records, while not part of the farm record will
be useful in evaluating personal spending and also as part of the accuracy
checks for the farm record and for projections of cash flow.

Suggested Teaching Strategy

Either through class discussion orn by insthuctor presentation, List the
kinds of necords that should be kept. Spend considerable time on LLLus-
thating how each record can be used to satisfy the reasons for ox usesd
04§ good farm reconds.

Hand out an account book to each family. Ask them to complete the infor-
mation called for on the cover. When that task 4is complete, {LLustrate
how the book 48 organized to provide a place to keep each kind of record
that you have Listed. Encourage families to examine the account book at
thein Leisure and make any notations or questions in the account for
futune nregerence.

PART IV. Summary

A. Family progress can be measured by the things that provide the family
with satisfaction.

B. Farm financial progress can best be measured by changes in net worth.
C. There are numerous uses of a good farm record system, but probably

the most important are those that provide information helpful in
making management decisions.
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D. Complete farm records are made up of a number of distinct kinds
of records, each of which has a use in helping discover informa-
tion that will be helpful in managing the farm and the family
resources.

E. There is a link between the farm and family record, the analysis
of the business and family goals.

PART V. At-The-Farm Activity

Review an analysis report with the family. Illustrate to them how the
estimates they made the previous two visits concerning production levels
& profits can be verified by accounts. Encourage them to make notes in
their account book about their estimates of livestock and crop efficiency.
Review any questions they have about the accounting system to be used.
Ask about the results of the soil or feed samples taken at the previous
visit. Help the family record or file the information for future refer-
ence. In the case of feed samples, be prepared to assist in examining
and adjusting the feeding program.

PART VI. Learning Resources
Overhead Projector
Chalkboard
Record Books
Handouts: Measuring Your Financial Progress, Home & Family Self Appraisal
Transparencies: Table 1, Uses of Farm Records, Types of Farm Records To
Keep
PART VII. References

Nodland, Truman R., Minnesota Farm Account Book, Burgess Publishing Co.,
Minneapolis, MN

Hopkins, John and Earl O. Heady, Farm Records, Iowa State College Press,
Ames, Iowa 1952

Herbst, J.H., Farm Management: Principles, Budgets, Plans, Stipes Publishing
Co., Champaign, Ill., 1968

PART VIII. Appendices
A. Measuring Your Financial Progress
B. Home and Family Self Appraisal
C. Table 1

D. Uses for Farm Records and Types of Farm Records to Keep



MEASURING YOUR FINANCIAL PROGRESS

1. What is your best estimate of your present net worth?#*

47

2. What was your net worth when you started farming?#*

3. How many years have you farmed?

What Progress Have You Made?

4, Present Net Worth
5. Less Beginning Net Worth
Total Gain in Net Worth
6. Total Gain in Net Worth¥* +

(Years Farming)
7. Average Net Worth Gain per Year

*Subtract any property that was a gift.
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HOME AND FAMILY SELF APPRAISAL

Name Address Date

Although the goals of each family differ in many respects from those of other
families, the 6 types of things listed below are long time goals of interest to
many. Use this check list to help clarify the possibilities you have. '"No"
answers may indicate places where you wish to raise further questions, discuss
possible changes or ask for information.

1.

Yes No
Sound Farm-Home Business to Give Adequate Farm Income
Have you been getting ahead financially during the time
you have been farming?
Do you consider your income adequate to meet farm, home
and family needs? (Retire debts, save for education,
build equity)
Do you know your living costs?
Do you feel you spend about right for each area of family
living?

An Attractive, Comfortable, Efficient House to Meet Family
Needs

Do all family members take pride in and enjoy their home?
Do all family members enjoy entertaining friends in their
home?

Are sleeping space and furnishings adequate for needed
rest?

Is equipment adequate for doing work easily, quickly, and
well?

Is the home easy to keep clean and uncluttered?

Family Members Who Are Developing and Living Happy Useful
Lives

Is everyone given responsibilities which help him grow?
Are recreational and educational reading materials pro-
vided?

Are home and community providing cultural development?
Have you had a family vacation in the past two years?

Is everyone given experiences in handling money of his own?

Family Relationships Which Build Security and Happiness
Are family plans, including business, discussed by all
members?

Is there time in the family schedule for talking together
aneé enjoying each other?

Does the family enjoy meals together each day?

Family Members Who Have Good Health
Does everyone in the family seem to be in good health?

Financial Security - Now and For the Future

Are living expenses kept within your spending plan?

Do you have a definite plan for paying debts?

Are risks of loss by fire, accident, storm decreased by
insurance?

Do you have some type of emergency fund?

Is life insurance and social security adequate to cover
indebtedness, death expense, and to provide a minimum
income for dependents?

Have you considered financial plans for retirement?



TABLE 1. NET WORTH STATEMENTS OF LOW, AVERAGE, AND HIGH PROFIT FARMS, 1975 (AUSTIN AREA)

Low AVERAGE HiGH

JAN, 1  DEC, 31 Jan, 1 DEC, 31 JAN, 1  DEC, 31
ToTAL LI1vesToCK $22,670 $24,062 $24,679 $28,852 $41,492 $51,420
Crop, SEeD & FEED 39,098 33,522 39,271 38,282 62,134 67,528
ToTAL Power & MAcH. 30,335 31,326 28,294 32,999 39,617 48,319
LAND 60,709 62,917 53,579 59,300 76,376 88,202
BUILDINGS 27,741 31,948 28,728 35,020 43,973 56,193
ToTaL FARM CAPITAL $180,553 $183,775 $174,551  $194,453  $263,592 $311,662
NoN-FARM ASSETS 18,186 17,892 17,595 19,532 26,005 30,188
DWELLING 8.645 8,753 9,414 10,717 11.675 14,376
ToTAL ASSETS $207,384  $210,420 $201,560 $224,702 $301,272 $356,226
ReaL EsTATE DEBT. 44,613 45,349 41,680 47,121 45,810 55,029
CHATTEL MORTGAGES 27,868 34,224 21,720 29,742 22,536 31,750
NoTEs Pay. 7,462 11,646 8,117 10,956 9,829 12,533
AccounTs Pay, 1,965 2,671 2,111 2,503 3,207 3,096
ToTAL LIABILITIES $81,908 $93,390 $73,628 $90, 322 $81,382 $102,408
NeT WorTH (9-12) $125,476  $116,530 $127,932 $134,380 $219,890 $253,818

GAIN IN NET WORTH $(-8,946) $6,448 $33,928
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3)
)
5)

6)
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8)
9)
10)

USES OF EARM RECORDS

FURNISH INFORMATION FOR INCOME TAX PURPOSES.
DETERMINE LEVEL OF FARM EARNINGS.

To OBSERVE FINANCIAL PROGRESS.

To FIND ENTERPRISES THAT ARE MOST PROFITABLE.
To DETERMINE WEAKNESSES AND STRENGTHS OF THE FARM
BUSINESS IN TOTAL AND IN SPECIFIC ENTERPRISES.
To EVALUATE PERSONAL SPENDING.

To PRESERVE INFORMATION ABOUT THE BUSINESS FOR
FURTHER REFERENCES.

To AID IN OBTAINING CREDIT,

To SUPPLY DATA FOR FUTURE PLANNING,

To PLAN FUTURE CASH FLOW,

3 3 3 I W W W W W NN NN NN NN W NN W NN N NN NN NNNNN®

1
2)
3)

)
5)
3)
/)
8)

TYPES OF EARM RECORDS 1O KEEP

FARM RECEIPTS AND EXPENSES,
INVENTORIES OF LIVESTOCK, CROPS AND FEED.

"MACHINERY, EQUIPMENT & BUILDING INVENTORIES &

DEPRECIATION.
RECORDS OF FEED FED TO LIVESTOCK.

CROPS RAISED.

LIVESTODK ACQUISITION AND DISAPPEARANCE,
NON-FARM ASSETS AND LIABILITIES,
HOUSEHOLD AND PERSONAL RECORDS.

50
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Unit I - 4
THE INVENTORIES - WHY? HOW?

PART I. Student Objectives

A. Given a sample farm business analysis, the students will be able
to determine at least four major measures of farm organization or
efficiency that are dependent upon accurate inventory data.

B. Given a list of assets and liabilities for the farm business, the
student will be able to devise a balance sheet or net worth state-
ment.

C. Students will be able to record the inventories and assign reason-
able values for all of the common crop and livestock enterprises
grown in the area.

D. Students will be able to determine the proper inventorying procedure
for all fixed assets, depreciable machinery and equipment and lia-
bilities to be recorded in their account.

PART II. Transition of Units

The previous lesson directed attention at some of the ways in which farm
family progress can be measured. Included was an attempt to estimate the
net worth of the farm family to determine the progress made since becoming
established in farming.

This unit will concentrate on why and how inventories should be kept.
Considerable emphasis will be placed on what inventories can add to the
managers knowledge of the business. Some basic rules for taking inventory
are reviewed, as well as the specific rules for placing value on all items
inventoried.

The unit which follows addresses the problem of making the normal trans-
action entries in the account book and introduced the idea that the farm

business must be operated as a business by suggesting procedures for
establishing an office system and filing mechanism for each farm.

PART 1II. The Lesson
Attention Focusen
Before families arrive, wriite the following on the chalkboard on overhead.
Faruner Broun's Recond - 1975
Total Farm Sales $34,781
Total Farm Expenses $36,435

What kind of a year did Mr. Brown have in 19752



52

As families avive call their attention to the Aitems on the board.
Tell each family that you will expect them to prepare an oral state-
ment about the success of Mr. Brown's farm operation, and give some
suggestions as to how his income could have reached Aits present state.

When all gamilies have had an opportunity to study the problem for a
few minutes, call on o orn three families to discuss Mr. Brown's
situation.

Using the complete excerpt from a 1975 farm business analysis grom the
appendix, iLLlusthate that Mi. Brown did not have as bad a yearn as the
figurnes indicate. Show how the increase in inventory must be considered
in onder to get a complete picture of the farm business.

KEY QUESTION 1. What is a complete inventory?

An inventory could be likened to a snapshot of the farm business, taken
with a wide angle lense. It is a '"picture'" of all of the tangible assets
of the business, the home and the money owed to others, at a particular
time during the year.

While it would be possible to take an inventory of the business each day,
most farmers take a complete inventory only once during the year. This
inventory marks the beginning and end of the accounting period.

Suggested Teaching Strategy

Ask one o4 the men in the class to rnemove everything from his pocket
except his handkerchief and place it on the tablLe in front of him. Give
him a sheet of paper and pencil and ask him to necord everything he has
placed on the table, noting the date and time on his record. Inquire of
him what he has fust done. He wilf probably respond that he has "taken
an inventory." Now pick up one of the items from the table and ask him
Af his inventory 448 cornect. He will probably cross the item you have
rnemoved from his List. The object of this exercise 48 to remind the
class that an Lnventory has several important features.

1. 1t is a complete List of the assets and Liabilities of the
gfarm and househotd.

2. 1t must be necornded in some gorm.

3. Once an inventorny has been taken, subsequent actions that add
to ondelete from the assets and Liabilities do not alter the
Anventory taken on a specific time. 1t 45 a "snapshot" and
not a moving pictunre.

KEY QUESTION 2. When should an inventory be taken?

As mentioned previously, an inventory could be taken every day, but as
a practical matter a complete inventory is taken usually once during the
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year. The inventory will usually be taken at the beginning of the accoun-
ing year. While for most farms the record year runs from January 1 -
December 1, there are an increasing number of farmers who operate on a
different fiscal year. The complete inventory must coincide with the
record year.

Although most inventories are taken as of midnight, December 31, it is
unlikely that many farmers complete an inventory on New Year's Eve. It
is more likely that the inventory will be completed in the first days
of January. Since it has been established that an inventory is a "snap-
shot'" of the business, it will be important that the inventory taken be
adjusted to reflect the actual inventory on midnight, December 31.

For example, the inventory will have to be adjusted upward to reflect
feed fed between December 31 and January 5, livestock sold, crops sold,
etc. Conversely, the inventory for December 31 will have to be adjusted
downward if livestock were added, feed bought or other changes made in
the assets between the inventory official date and the time the actual
physical count was made.

KEY QUESTION 3. How can inventory data be used?

As demonstrated in the attention focuser, one of the uses of inventory

is to determine the actual earnings of the farm business. But the inven-
tory has other uses as well. Some of the most common are illustrated
below:

1. Inventories can be used to determine the net worth of the
business, and evaluate the rrogress the business has made.

2. Inventories are used in helping to determine the production
of livestock enterprises for the year.

3. Inventories can be used to help plan the cash flow patterms
for the coming year by highlighting the products that will
be available for sale.

4. Inventories will be useful in establishing the amount of col-
lateral available for securing credit.

Suggested Teaching Strategy

Now that you have identified what an inventory is, elicit grom the class
ways Lin which they think an inventory will be useful. After you have
reconded several suggestions on the chalkboard, use a thansparency of
analysis tables 1, 2a, 2b, 5 and one of the Livestock tables for an
enterprise common to your area to illusthate the four uses Listed above.
Strhess that the inventories will be useful only Lf they are accurate.

KEY QUESTION 4. How should the inventory be organized?
How you organize the inventory depends a lot on how it will be used.

Since the records kept in the farm and ranch management education program
will be used to provide information for a business analysis, there are
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some specific rules that should be followed. Generally the asset inventory
will be recorded in the following categories:

1. Livestock Enterprises (each enterprise separately, e.g. dairy
cows, other dairy cattle, complete hogs, etc. Use the Master
Livestock Code List to determine how enterprises should be
categorized -- See Documentation or Master Enterprise List.
Crop, Seed and Feed

Auto's and Trucks

Power and Crop Machinery

Irrigation Equipment

Livestock Equipment

Custom Work Equipment

Land

Buildings

Non-Farm Assets

oOwoo~wNOULLpPWN
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The 1iability inventory will also need to be recorded & categorized in the
following manner.

1. Mortgages on Real Estate

2. Chattel Mortgages and Intermediate Term Contracts
3. Notes, including C.C.C. loans

4, Accounts Payable

An inventory organized in this manner will not only be useful for the busi- .
ness analysis, but will also fit the needs of credit agencies who generally
classify assets and liabilities accovding to the degree of liquidity. The
credit agency may ask that assets be categorized as a) Current Assets (those
assets that can readily be converted to cash and are for the purpose of
producing immediate cash income. Such things as cash in the bank, live-
stock ready for sale, grains and other feedstuffs, and accounts receivable);
b) Working Assets (assets used in the course of the business to produce
income or carry out the functions of the business, such things as dairy
cows, beef cows, other breeding stock and machinery); c) Fixed Assets (assets
that can generally not be readily converted to cash, and when converted,
cause the business to cease. Land and buildings are the primary examples).

Suggested Teaching Strategy

Using a transparency that captunres the key points in the discussion, out-
Line briefly how the inventory should be organized. Point out that the
account book is ornganized in that same fashion, se Lt wilf not requinre
any special adaptations to gollow the rules outlined.

KEY QUESTION 5. How should the inventory be taken?

STEPS KEY POINTS
1. Proceed systematically to re- 1.1 Starting at the front of the
cord the inventory account book, follow through

page by page, completing each
inventory item as it is called
for.
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STEPS

Record all quantities in
the units requested.

Depreciable Item Inventory
should be taken from the
latest tax schedule.

(This step may be omitted

at this time if time has

been set aside for completing
the record of depreciable
assets later in the year.)

Complete Inventory of
Liabilities.

1.2

2.1

2.2

2.3

2.4

3.1

3.2

3.3

4.1

4.2
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KEY POINTS

If an item must be skipped to allow
time to gather the information, place
a note in the account book as a
reminder.

Livestock that require only numbers
on hand (Dairy for example) should
be physically counted. The actual
number on hand does not always agree
with the number you think are on hand.
Livestock that require weights must
be estimated carefully. If possible,
weigh a few representative head to
improve accuracy.

Grains should be adjusted for both
moisture content and bushel test
weight. See the account book cover
for ways in which to estimate quan-
tity.

Roughages should be estimated care-
fully with adjustments in weights
made for moisture. Hay and haylage
should be adjusted to standard mois-
ture content.

Utilizing the latest tax schedule

for depreciation will keep the values
consistent for tax and analysis pur-
poses.

Watch the tax schedules for errors
and omissions. The 4 year deprecia-
tion schedule in the account book will
be helpful in spotting omissions.
Record the items in the special asset
categories as described previously. in
Key Question 4.

Inventories must be actual not esti-
mates: The farmer should secure the
data direct from the lending source

if his own records are inadequate or
unclear.

Be sure to include liability accrued
for items purchased late in the pre-
vious year on a deferred payment plan.
Both the item and the liability in-
curred must be recorded.



STEPS

5. Record all household and per- 5.1
sonal assets.
5‘2

5.3

6. Place a value on all items 6.1
included in the inventory.

6.2
6.3

6.4

Suggested Teaching Strategy
Develop the Lesson through discussion.
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KEY POINTS

Enter only cash surrender value

of life insurance.

Shares in co-op marketing organi-
zations should include both voting
stock and equity stock.

Values on household goods, furni-
ture, etc. should be based on a
depreciated replacement cost.

Raised dairy cows, beef cows and
brood mares should be given a con-
servative market value. Once the
value is established, it remains
with the animal as long as it is in
the herd. In the case of dairy and
beef cows, the value will be a com-
promise between the salvage or
slaughter price and the cost of
buying a replacement.

Raised Market Stock should be
valued at market prices with ad-
justments for cost of sale.
Purchased breeding stock should be
valued at cost less allowable depre-
ciation.

Livestock purchased for resale
should reflect purchase cost with
adjustment for gain (or loss) in
weight.

List the steps on an overhead thans-

parency and utilize the chalkboard to emphasize the main key points. En-
courage families to make notes Lin their account book as you proceed through
the account. While the discussion of gatherning physical quantities and
recording values are handled separately in the outline, they may be done
sdmultaneously A4 each entenprise L& handled separnately.

KEY QUESTION 6. Now that the inventories are recorded, what use can be

made of the data?

The first use that can be made of the inventory data is to compile a
balance sheet or net worth statement. (If the students are using the
Minnesota Farm Account Book, they will find a financial summary sheet in
the back cover). In a previous lesson, students were asked to measure
their financial progress. Most found they were unable to do so because
they lacked adequate information. One of the first steps in the mange-
ment process is finding your current status. The inventories just kept
should be the first step in determining how much progress has already

been made.
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Suggested Teaching Strategy

Make sure each gamily has a copy of the Financial Summaries Worksheet
grom thein account book, or make copies grom the specimen found in the
appendix to this unit. ALso distribute another copy of the worksheet -
"Measurning Your Financial Proghess" from the previous Lesson. Ask each
gamily to complete both items priorn to your next on-faum-instrwetional
visit.

PART IV. Summary
A. Inventories are an essential part of a complete farm and ranch report.

B. Inventories should be taken at least once a year, preferable at the
beginning and end of the accounting period.

C. The inventory must be taken in a systematic fashion, with the items
categorized according to a scheme that will permit business analysis.

D. Inventory quantities and values must be estimated with great care.

E. An accurate inventory will provide a net worth statement useful in
measuring progress and many other aspects of the business.

PART V. On-The-Farm Instruction

Families will need assistance in completing the inventory correctly.
Check the inventory carefully to be sure that all quantities and values
have been recorded accurately. Assist the families in completing the
Net Worth Statement. Spend some time discussing the '"Measuring Your
Financial Progress'" worksheet. Review the Net Worth Statement by cal-
culating the ratio of assets to liabilities for the three categories of
assets. Ask the family to recall the list of family and farm goals
devised at the beginning of the course. Discuss the relationship of
their goals to the new evidence of available resources as shown by the
Inventory.

PART VI. Resources

Overhead Projector/Chalkboard

Transparencies: Analysis Table 1, 2a, 2b, 5, Livestock Tables, Excerpts
from a Farm Business Analysis, Rules for Categorizing the Inventory (Key
Question 4), Steps in Taking Inventory (Key Question 5), Farm Financial
Summary (Class Quantity), Measuring Your Financial Progress (Class
Quantity.

PART VII. References

Summary of Farm Business Records, (Latest Edition), Any Area Analysis
Center.

Nodland, Truman R., Minnesota Farm Account Bogk, Burgess Publishing
Co., Minneapolis, MN



Persons, Edgar A., Documentation For the Farm Business Analysis,
Division of Agricultural Education, University of Minnesota, 1977

PART VIII. Appendices

Excerpts From A Farm Business Analysis

Steps in Taking Inventory

Rules for Categorizing the Inventory

Financial Summaries for Minnesota Farm Account Book

Measuring Your Financial Progress
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EXCERPTS FROM A FARM BUSINESS ANALYSIS
OF A FARIBAULT AREA FARMER

[TEMS Jan, 1 Dec. 31
S1ze oF FARM (TOTAL ACRES) 185.0
S1ze oF BUSINESS (WORK UNITS) 591.61
NUMBER OF WORKERS 1.3
ProbucTIVE LIVESTOCK $ 6,200 $ 6,000
Da1ry Cows
OTHER DAIRY CATTLE 1,075 1,400
Hoas 9,075 9,224
TotaL ProbucTIVE L.S. 16,979 16,624
CrRop, SEED AND FEED 10,929 9,722
Power, MACHINERY & EQUIPMENT
Auto & TrRuck (FARM SHARE) 1,514
Power & MACHINERY 7,442 5,909
Livestock EQUIPMENT 3,111 4,395
ToTAL Power, MacH. & Eaulr. 10,553 11,818
LAND 12,000 12,000
BuiLpines, Fences, Etc. 17,737 27,277
ToTAaL FARM CAPITAL $68,198 $77,441

W W W W N W NN W N W NN W NN W NN W NN W NN W N NN W W NN NN NN

SUMMARY
ToTAL FARM SALES
TotaL FARM ExXPENSE (INCLUDING INTEREST ON

CAPITAL) 36,435
APPARENT NET LOSS -1,654
TotaL FARM RECEIPTS Ly,258
TotaL FARM EXPENSE 36,435

LABOR EARNINGS /7,823
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STEPS IN TAKING INVENTORY

PROCEED SYSTEMATICALLY TO RECORD THE INVENTORY,

RECORD ALL QUANTITIES IN THE UNITS REQUESTED,

DEPRECIABLE ITEM INVENTORY SHOULD BE TAKEN FROM THE
LATEST TAX SCHEDULE.

(THIS STEP MAY BE OMITTED AT THIS TIME IF TIME HAS
BEEN SET ASIDE FOR COMPLETING THE RECORD OF DEPRE-
CIABLE ASSETS LATER IN THE YEAR.)

CoMPLETE INVENTORY OF LIABILITIES.

RECORD ALL HOUSEHOLD AND PERSONAL ASSETS.

PLACE A VALUE ON ALL ITEMS INCLUDED IN THE INVENTORY,
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RULES FOR CATEGORIZING THE INVENTORY

ASSET INVENTORY

ll

O W 60 N OO U1 &= W DN

—

L1vesTocK ENTERPRISES (EACH ENTERPRISE SEPARATELY,
E.G. DAIRY COWS, OTHER DAIRY CATTLE, COMPLETE HOGS,
ETC.) USE THE MASTER LIVESTOCK CODE LIST TO DETER-
MINE HOW ENTERPRISES SHOULD BE CATEGORIZED - SEE
DoCUMENTATION

Crop, SEED AND FEED
Auto’s AND TRucKs

Power AND CROP MACHINERY
IRRIGATION EQUIPMENT
LivesTock EQUIPMENT
CustoM Work EQUIPMENT
LAND

BuiLpiNnes

NonN-FARM ASSETS

LIABILITY INVENTORY

1.
2,
3,
I

MORTGAGES ON REAL ESTATE

CHATTEL MorRTGAGES AND INTERMEDIATE TERM CONTRACTS
Notes, INcrLupine C.C.C. LoaNs

AccounTs PAYABLE
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FINANCIAL SUMMARIES

MINNESOTA FARM ACCOUNT BOOK
(Third Edition)

Name: ......covceevvicerennnne rervenreeeresssrannnaes reveernaen ereerranea. veranes ererrreeen rereerennrereeeeaan eeeesnrerniereeesnrrreeeararanernans eerrerreertererre st et n e areeeeenbaataesrnreeen
Address ........ terevessanes Nertreeiee e ebe e aaeesee eesreeens eeesreesaaneees County ..... resrneeeesntreeianeeeesn st reenererreenaeean State .....ccvviriiinriiiiiieineaens
For Year Beginning .....ccccccceiccceeeeeenieeeicureeeeseeesssssnsensesssssnnnseesssssnnes el 19 and Ending ......cccciieiiiiiiecciire e sne e e e e e 19........

Farm Account Book (ninth revision).

GENERAL INSTRUCTIONS
These financial summaries are provided for use with the Minnesota

It provides a convenient form

for bringing together the information for the year. A careful study
of these summaries, qnd a comparison with similar summaries for
previous years, will give many ideas for improvement of the farm

business.

Item
Dairy Cows
Other Dairy Cattle
Beef Breeding Cattle

Feeders

Hogs
Sheep
Chickens

Horses

Crops, Seed and Feed

Auto and Truck (Farm share)

Mechanical Power and
Crop and General Mauchinery

Livestock Equipment

Buildings, Fencing, Tiling
(Omit Operotor’s House)

Bare Land

Total Farm Capital

Operator’s House

(+) Non Farm Assets

Total Assets

(—) Liabilities

Farmer's Net Worth

The columns labeled ‘From Page’’ indicates the page in the Min-
nesota Farm Account Book from which the information shown is
taken. If the page number is preceded by a “"D” (as D 4-5) it
refers to the Depreciation Schedule. If the letters A, B, or C appear
in this column, pick up the figures from section A, B, or C of this
summary sheet.

SUMMARY OF FARM CAPITAL AND NET WORTH

From
Page

S5or7

10
12
14-15
16
18
20

23

31

D2-3

4-11

12-15

16-19

14-15

DI16-17

Whole Farm
8 V?Iug
nning
:? Year
$

Year

Operator’s Share Landlord’s Share
Value Value Value Value Value
End of Be?inning End of Beginning End of
of Year Year of Year Year
$ H 3 3



MEASURING YOUR FINANCIAL PROGRESS

1. What is your best estimate of your present net worth?*

63

2. What was your net worth when you started farming?*

3. How many years have you farmed?

What Progress Have You Made?

4. Present Net Worth

5. Less Beginning Net Worth

Total Gain in Net Worth

6. Total Gain in Net Worth* +

(Years Farming)

7. Average Net Worth Gain pexr Year

*Subtract any property that was a gift.
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Unit I - 5
KEEPING FARM RECORDS CURRENT
PART I. Student Objectives

A. Students will be able to enter all of the ordinary items of income
and expenditures for their farm business in their account book
within allowable tolerance for error.

B. Having posted all bills and receipts in the accounting system, the
student will be able to organize the filing and storage of such
items for future reference.

C. Having examined the kinds of records that must be kept for the busi-
ness, the family will establish a plan for keeping the appropriate
records.

PART II. Transition of Units

The previous lesson concentrated on one aspect of complete farm accounts-
inventories. The job should now be completed, with each family having
a current net worth statement.

This unit will deal with the every day tasks of keeping the account up
to date and handling the paper after the items have been posted to the
account. Families will develop a plan and procedure for keeping the
accounts current.

The unit which follows will establish the plans for the cropping program
for the coming crop year. It will be the first step in comprehensive
planning for the farm business. It will relate to the family goals
established in Unit 1 and to the resources listed in Unit 4.

PART III. The Lesson
Attention Focusen

Prion %o the meeting prepare index tabs for all of the major sections of
the account book. Have enough tabs available forn each class member. As
gamilies arnive Lnvite them to pick up the tabs for their account book
anc place them on the appropriate pages. Note: Because the Minnesota
Farm Account Book will not §it in a §iling cabinet if tabbed on the end,
encourage families to place the tabs on the top of the account book
pages.

KEY QUESTION 1. How can you develop a system that will simplify the
bookkeeping process?

A good system of record keeping begins with an orderly process of keeping
the bills and receipts in order until they are posted. While several
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systems could be used, select one that is simple and accessible to all
members of the family. The easiest to use is a safety spindle. Each
paper is placed on the spindle as it is received. When the items are
posted, the pile can be removed from the spindle and inverted. The
items will then be in the order in which they were placed on the spindle.

If some separation of accounts prior to posting is desired, an expanding
folder works well to store the slips prior to posting. This system re-
quires more time and is probably not necessary except for the more
sophisticated farm operations.

One of the most important elements is to simply develop good record keep-
ing habits. The family will have to determine who is '"in charge" of the
record system. Often this will be a shared responsibility with the wife
keeping the income and expense sections and the husband supplying infor-
mation about crop and livestock production. Some time should be set aside
each week to bring the records up to date. Records should be kept in
pencil the first year so that errors can be easily corrected.

Suggested Teaching Strategy

Using a handful of bills and receipts, iLLustrate how the safety spindle
and the expanding §iLe can be wsed to keep papers in order until they are
posted. Through discussion, establish the need gor developing a good
"system." The system will probably be different for each family. The
key point to emphasize 45 that good records will noit just happen; there
will have to be a simple plan developed and agreement among family members
as to how the system will function.

KEY QUESTION 2. What special things should you watch for when completing
the account?

Each enterprise has some unique records that must be maintained in order
for the record to be useful for analysis. The following items should be
given special attention.
A. Page 2 - Dairy Products Sold

1) Quantity, Lbs. of Butterfat and Gross Value.
B. Page 3 - Expenses Usually Deducted from Milk Check

1) End of the Year Transfer
C. Page 9 - Other Dairy Cattle Sold

1) Record number, weight and value.

2) System for identifying capital gains sales. Key all capital
gains sales so they can be easily retrievad at tax time.



Pages 10-15 - Beef and Feeders

1) Record number, weight and value of all livestock brought and
sold.

2) For the breeding herd, make a note of the number of cows and
heifers that were supposed to drop calves - used in
determing % calf crop.

Pages 16-17 - Hogs

1) Record number, weight and value of all hogs bought and sold.

2) Record breeding hogs (capital gains) in columns 1 through 8,
page 17.

3) Record market hogs in columns 9 through 16, page 17.

Pages 18-19 - Sheep

1) Record number, weight and value.

2) Record sheep, wool and incentive in appropriate places.

3) To get the % lamb crop it will be necessary to make a note of
the number of Ewes and Ewe Lambs that were supposed to drop
lambs.

Pages 20-22 - Chickens
1) Record dozens and value of eggs sold.
2) Use proper column for hens and for other chickens bought and

sold.

Pages 24-25 - Miscellaneous Livestock Expense

1) Record entries in separate columns for each class of livestock.

a. Record dairy cows and other dairy expenses in separate
columns.
2) Separate and identify veterinary expenses from all other mis-
cellaneous L.S. expense.

Pages 28-31 - Feed Bought

1) Use separate page sections for each livestock enterprises.
a. Record feed bought for cows separate from other dairy.

2) Record quantities in pounds or bushels.

3) Record farm type grains such as corn or oats separately from
commercial feeds. This can be easily done by recording the
commercial feeds starting at the top of each column and the
grains and roughages from the bottom up.

4) Total commercial feed (quantity and value) purchased is
essential. It is not necessary to separate salt, mineral
or vitamins from protein feeds.

5) If a complete ration is purchased, clearly identify it as such.

66
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Pages 36-37 - Crops Sold

1) Record quantity sold and value.
2) Record all sales of landlord's crops.
3) Record diverted acre payments separately - in appropriate place.

Pages 38-39 - Crop Expenses

1) Record fertilizer, chemicals and other crop expenses in place
indicated on the pages.
2) Allocate each expense according to crop.
a. Record expenses for corn grain separate from corn for
silage.

Page 40 - Custom Work Hired

1) Identify each custom work job in the description column.
2) Allocate the custom work in columns 6 through 12 to the crop
or livestock enterprise for which the custom work was hired.

Page 42 - Machinery, Equipment and Real Estate Bought

1) Pay special attention to accuracy in cash paid column.

2) Only items purchases that are capital assets are entered in
this section.

3) Review the special instructions on handling sales tax.

Page 43 - Taxes

1) Be sure to include actual or estimated taxes on rented land
under the total value and landlords share.

Pages 44-45 - Gas, 0il, Grease Bought

1) Be sure to record quantity (gallons). This is needed for gas
tax credit and refund.

2) All items must be recorded in the total value column as well as
being allocated to the proper use - Fuel for irrigation and/or
custom work should be kept separate from other fuel costs.

Pages 46-51 - Repair of Truck and Auto, Tractor and Crop Machinery and
Livestock Equipment

1) All items must be recorded in column 3 and again in the appro-
priate use category.
2) Don't forget auto and truck license and insurance.
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Q. Pages 52-53 - Wages of hired Labor

1) Record time worked, wages earned and amount paid. Be sure to
keep track of all deductions for state and federal income tax
and FICA contributions.

R. Income from Work off the Farm

1) Identify the job done and indicate machines used.
2) Work done for which social security or income tax has been
withheld should not be entered here but as non-farm income.

S. Co-op Patronage Refunds

1) Enter total value, (cash & equity), as well as the cash and
equity.

T. Money Borrowed, Payment on Debts

1) Payments on debts are entered only for money owed at the begin-
ning or borrowed during the year.
2) Payments on items purchased during the year on open accounts
are not to be recorded here.
a. Discuss systems for recording charged items throughout
the account book.

U. Taxes and Household and Personal Expenses

1) Call special attention to tax payments and refunds.
2) Refer to instructions for classifying personal expenses.

Suggested Teaching Strategy

Each student should §ollow threugh the account book page by page as the
Anstwcton reviews the items forn special attention and emphasis. Encourage
the families to take notes in theirn account book. Skip those enterprnises
not represented by class membership.

KEY QUESTION 3. What should you do with the papers after they have been
posted?

Most farmers are not by nature good organizers of receipts, bills, records,
reference materials, and in general, paper work needed to carry out their
farm business. They can, however, be taught to improve themselves in this
area.

Because the farm business is becoming more and more complex each year, it
is apparent that the farm family needs a place where they can carry out
the day-to-day transactions and make important decisions. Sound decisions
do not just happen, they are the result of careful study, research and
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planning on the part of the operator. A most valuable tool to aid the
operator in decision-making is a place where he can work and think undis-
turbed by noise and family interruptionms.

To illustrate to the families how they might improve their filing system
and home office, the following activities are suggested:

A. Develop slides and overlays that will show several different farm
office arrangements.

B. Show slides and overlays of various kinds of equipment that can be
used in the office, such as desks, chairs, lighting, file cabinets,
etc.

Some portion of the house should be set aside as the office center for the
business. It need not be,elaborate nor necessarily separated from other
areas, but should provide a central location where all of the recordkeeping
work for the farm can take place.

Keeping track of the papers of the business so they can be easily retrieved
is also an important part of the record process. Families will find the
task easier if they develop or purchase a good filing system. A filing
system should be developed that fits the farm business and is capable of
being expanded or modified as the business changes. Families would not
think of doing the field work without the proper equipment, recognizing
that the equipment will require an investment. Neither should they con-
sider developing a good management system without the proper tools. A
filing system and office space are some of the essential tools.

Suggested Teaching Strategy

Inquine 0§ the class where the record keeping 445 done 4in their home. Some
04 the cLass members may have an office, but most will probably use the
kRitchen table as their necornd center. 1§ a member has an office, ask them
to describe how they decided to equip thein office. What features do they
think an office must have? Show sLides orn overlays of various office
avangements pointing out the features of each. 1t would be helpful %o
have sevenal pieces of office equipment available to {LLustrate the kinds
0f furnishings families would find most useful.

Have one on more samples of §iling systems available to {LLustrate how a
§Ling system might be constructed to facilitate the storage and retrieval
04 farnm business papers. Insthuctors may wish to have one or more copies
0§ the Farm & Ranch Filing System, available grom PACE Productions, 2565
Fernwood Avenue, St. Paul, MN 55114 available f§or review.

PART IV. Summary

A. Keeping farm records is relatively easy if the family develops a
system and has one member of the family "in charge."



70

B. Keeping records requires attention to details and the details may
be slightly different for each livestock and crop enterprise. It
is important that the family follow instructions.

C. Organizing an office work space will make the job or record keeping
easier. Since good management requires good tools, families should
consider the equipment and fixtures of files for the farm business
part of the investment necessary to carry out the management of the
firm.

PART V. At-The-Farm Activity

Review the accounting procedures with the family record keepers. Check
the correctness of the initial account entries and assist families in
recording unusual transactions. Show how the accounts will be used to
file income taxes and how they will be used in the business analysis
procedure. Encourage families to establish a farm office. Assist them
in securing or developing a good filing system.

PART VI. Resources

Class quantities of index tabs for all major account headings.
Overhead Projectors (Chalkboard)

Transparencies or slides of office arrangements for farms.
Sample filing system.

Specimens of common office machines useful to the farm business.
Safety spindle, expanding file.

PART VII. References

Farm & Ranch Filing System, PACE Productions, Inc., 2565 Fernwood Ave.
St. Paul, MN 55114

Your Home Business Center, Bulletin C-344, Cooperative Extension
Service, Kansas State University, Manhattan, Kansas.

Minnesota Farm Account Book, Burgess Publishing Company, Minneapolis,
MN
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Unit I - 6
PLANNING THE CROPPING PROGRAM
PART I. Student Objectives

A. Students will be able to identify the influence that cropping pro-
grams have on farm income and the proportion of income that is
attributable to the crops enterprise.

B. Students will be able to identify at least six important factors
that affect crop yields that are manageable.

C. Given a crop planning sheet, students will be able to plan a real-
istic crop program for their farm that is within the limits of their
resources and consistent with their farm goals.

PART II. Transition of Units

The last session concentrated on the business of keeping farm accounts
current and setting up the home office in a business-like manner. Special
emphasis was placed on the necessity of keeping accurate records so that

a meaningful business analysis could be devised at year end.

This unit concentrates on another form of record, the cropping plan.
Here it is illustrated how historical data on the cropping program is
put to use in planning the current crop. The farmer will have to recall
past cropping, yield, fertilizer and pesticide treatments to do an
effective job of planning. The result of this session should be a
cropping plan that combines the elements of goal planning and resource
use with the information gained from historical crop program data.

The unit which follows will examine the procedures used in keeping the
feed record. Costs of feed, methods of keeping records and the analysis
information which will result are all part of the plan.

PART III. The Lesson
Attention Focusen

On a trhansparency, iLLusthate the crop table (Table 10) for corn ghain
(1975, Austin Area), showing only the 179 high and 179 Low faums. Use
only the §inst six Lines in the {lLustration. When families have had a
few minutes to study the {LLustration, ask them to help you devise a
List of 6-7 key questions you should ask the Low progit garums to help
them discover why they are not as progitable as the high profit group.
Compile a Rist of the questions on the chalkboard. Point out that you
have Looked at only one crop, and there are many possible causes gor
poor performance. 1t 45 natural then to Lead to the §inst key questions
aA6 tz ﬂﬂle nelationship of the performance of all crops to the profitability
04 the faun.
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KEY QUESTION 1. In general, how does the cropping program affect farm
earnings?

It would be safe to say that in most years, high earnings farms have
higher yields, plant a larger proportion of their land in high return
crops, have a higher crop gross return per acre, and plant more acres
than average or low profit farms. But are more acres the only key to
profitability? You will note that in Table 1 the low earnings farms

had only 313 acres, while the average had 314 acres and the high profit
had 445 acres. If acres were the only criteria for profitability, the
high profit farm would have had crop production worth only $67,896, based
upon the gross return per acre for the low profit farms rather than the
$86,330 production actually obtained. Viewed another way, the low
earnings farms would have increased their earnings by $7,512 if they had
attained the same gross earnings as high profit farms. While size is
certainly an important factor in total farmproductivity, the kind of
crops grown (% land in high return crops) and the yield from those crops
(index of crop yields) also are important income factors.

TABLE 1. SELECTED FACTORS OF CROPPING ORGANIZATION AND 1975 FARM BUSINESS
SUMMARIES--AUSTIN AREA-~EFFICIENCY

LOW AVERAGE HIGH
Index of Crops Yields 99 100 109
% Land in High Return Crops 65.4 66.9 74.2
Gross Return/Cropped Acres 169.97 175.54 193.94
Tillable Acres 313 314 445
Labor Earnings - Whole Farm -$11,489 $10,112 $41,188

Some farmers may not recognize the importance aof crops to the success of
their business if crops are fed rather than sold. The-excerpts from Table
3 in the farm business analysis help point out the net increases in
earnings attributable to crops even for farms that have large amounts of
livestock. It is easy to see that increasing the crop return by 10% on
low profit farms would increase the net contribution to earnings by
$2,917.

TABLE 2. EXCERPTS FROM THE FARM BUSINESS ANALYSIS

(Table 3) - 1975 LOW AVERAGE HIGH
Line 17 Return over Feed -
All Livestock 3,532 18,551 50,060

Line 18 Net Increases -
Crop Seed & Feed 29,176 34,435 55,202
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Suggested Teaching Strategy

Using the information contained in TabLe 1 and TablLe 2, discuss the

key question. 1t will be necessary to make only a very simple explana-
tion of the management factons so that the students will underdtand the
onigin and significance of the measures. Both Tables 1 and 2 should

be prepared on a trhansparency or placed on the chalkboard for discussion.

KEY QUESTION 2. Are the organization and efficiency factors shown in
Table 1 always related to earnings in the same way as
illustrated?

Cropping programs and livestock programs are almost always related.

The dairy farm, for example, may have a large acreage of forage crops,
while the beef/hog farm may have mostly corn. It stands to reason then,
that if the price relationship between dairy products and hogs is

out of line, the factors that measures crop selection (% land in high
return crops) will not necessarily show a high relationship to earnings.
Since crop selection is usually related to the livestock enterprises,
relative prices of livestock will affect the apparent relationship to
earnings.

Index of crop yields and gross return per acre are almost always posi-
tively related to earnings except in years when one or more livestock
enterprises suffer serious losses.

Suggested Teaching Strategy

Choose two ganmers f§rom the class who have different Livestock enterprises
and approximately the same size farms (tillable acres). Ask each faumern
Lo List his nommal crhopping progham, (check before class to gain their
consent). Recornd the List on the board. Use the farms to {LLudtrate how
Livestock selection & crop selection go hand 4in hand. Point out how a poor
Livestock year with the garmer with the most Land in high retwwn chops can
nlify the effect that selecting high return chops can have on income.

The 1975 year 448 an {lLusthation of a case where Livestock prices for hogs
and beef, (the faums that also raise much corn) were more favorable than
the prices forn dainy products.

KEY QUESTION 3. What causes crop yields and gross return/acre to vary?

Good crop yields do not just happen; they are managed. There are, of
course, a great many factors that affect crop yield--some that are manage-
able, and some that are not. When a list of the factors is assembled, it
can be easily seen that a large majority of the factors are under the
control of the manager.

Some of the more important factors that affect the total crop production
of the farm, other than size, are listed below.

1. Weather conditions
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2. Native soil capabilities, including drainage

3. Crop rotation and selection

4, Fertilizer and manure use (both prior and present)
5. Varieties

6. Weed and insect control practices

7. Planting rates

8. Disease control

9. Tillage practices
10. Pasture management
11. Timeliness of all operations

Suggested Teaching Strategy

In one of the previous classes, you asked the class to indicate the fac-
tons that make total farm earnings vary grom farm to farm. Ask the group
to thy and necall the factorns you Listed, and to sont out those factons
that affect crop yields and the ghoss neturn pen ache. Give the families
a few minutes to jot down some items they nrecall, orn to compile a new
List., Call upon several farmens {in tuwn to establish a List of factons
that influence crop yields and gross retww. List them in two columnd

on the chalkboard - (manageable and not manageable). When the Lists

are complete, Label the columns manageable and not manageable. Establish
the idea that the majonity of factorns are manageable to some degree.

Good management should be reflected in yields and in gross neturn/acre.

KEY QUESTION 4. If crop yields can be managed, how does one lay out a
crop management plan?

Most good plans start with an inventory of the resources. In the case of
crops, this is a plot of the farm with fields and their native capabilities
laid out for review. Many farmers will have a map prepared by the S.C.S.
which will outline fields and indicate land class and soil type. Others
will have to provide their own map if they are to really attack the pro-"
blem of crop planning.

Noting prior crop history is the second step in the plan. Kind of crop,
fertilizer treatment, herbicide use, yields and special seasonal problems
are important things to note, since each will have some bearing on the
current plan.

Organization of the cropping program should be considered next. :Most
farmers will need to match the cropping program to the livestock program
even though they recognize that good management would usually match in
the reverse order - livestock to the cropping program. Because of
building facilities, livestock programs are often fixed in the short
term, and can be altered only with a major organization of the business.

Establishing yield goals is an important part of the plan. Each crop
needs to be examined individually. Given that a certain crop is to be
planted on a certain field, what yield should the farmer strive to reach?
To answer that question, it is important to consider the following:

1. Capability of the soil
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Past cropping history and yields obtained
Fertilizer and manure used in prior years

Resources available for fertilizer, herbicides, etc.
. Expected rainfall or irrigation intent

nepwnN

Crop planning is not complete until the details of the plan have each
been considered. The final plan should include:

Variety of crops

Plant population, including row spacing

Kind, quantity and timing of fertilizer application

Kind, quantity and timing of herbicide application
Standby insect and disease control plans

A timetable for planting, giving the critical last day for
planting without reduced yields

LB WN -

Suggested Teaching Strategy

Distribute copies of the crop and fertilizer plan to each student. Have
them begin by {§ilLing out a rough sketch of the farm on page 32 of the
account book. The purpose 0§ this plan is to be able to identify each
gield and to note any of the factorns mentioned in the process of plan
development. Each gield should carry a notation of the total acres and
the crop grown in each of the priorn iwo yearns. 1t is not necessary o
dnaw the plot to scale.

Since the crops to be grown and the acres of each are wsually decided by
this time of year, have each family complete the "kind of crop" and "acres"
columns on the crop data page of the account book. To facilitate recording
yields, iLRustrate how £o Leave 3 orn morne Lines for each alfalfa §ield,

one for each harvest. Acnes for such crops as corn silage should be esti-
mated since the total corn aches devoted to silage will probably be dic-
Zated by the yields obtained and s4ilo capacity. Make sure that the total
acres Listed on the crop data page aghee with the total known actes o4
both owned and rented Land.

Have gamilies begin the crop and fertilizer plan by recording the §ields,
crops to be grown and whatever pieces of history they can remember at

the time. The plan will be completed at the next on-farm visit. Families
should be instructed to complete as much of the plan as possible prion

to that time.

PART IV. Summary

A. Farm earnings are related to the management factors that indicate
the organization and efficiency of the cropping program.

B. The influence of crop factors on earnings is tempered by the
relative profitability of livestock enterprises.




































































































































































































































































































































































