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Got To Start Out with 
Records for Management

• After all, we keep financial records for:
– Tax Return Preparation
– Banker

• Instead, let’s also use these for:
– Better understanding our business
– Making informed decisions

• Blend together production & financial info
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We Should Also Utilize Records to 
Control Our Business

• Setting goals
• Measure, collect, report results
• Evaluate or interpret
• Take action

Set Goals

• Set a target

• Be results oriented

• Be in all key areas of your business
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Measure, Collect & Report 
Results

• Provides feedback

• Must Be:
– Practical
– Usable
– Timely

Evaluate and Interpret

• Measure actual results to standard

• Do you like what you see?
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Take Corrective Action

Be a good problem solver
Use your data

After all, it’s results that count!

Doing This Yourself

• Takes Time
• Take Notes
• Enterprise your records

– AgCheck = Enterprise
– Quickbooks = Class
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Got to Understand Cost of 
Production & 
Break Even 

Cost of Production

A True Economic Measure:

It’s 
All Expenses

+
Depreciation

Divided by ttl. Cwt. Sold
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Break Even

Cash Flow Measure
Can I pay all my

All expenses
+

Principal Payments

Divided by ttl. Cwt. Sold

Budgeting gives us an idea of what 
the future will look like.
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Budgeting

“Farm By Pencil”

Mistakes are not as costly!

Try it, you might like it!

Whole Farm Budgets
• We’re tying to anticipate what next year might 

look like
• Trying to get the big picture
• Looking at our net cost of production and break-

even

• Annual or Monthly?
– Annual - test the year or multiple years
– Monthly - when you want to really get your financial 

arms around the business !



8

Counts Everything

Income
Expenses

Living Draws
Payments

Borrowed Funds
Capital Purchases

Considerations

• Variable expenses
– Change proportionately

• Fixed expenses
– No change

• Inflation
– Definitely for multiple years
– Labor & real estate taxes are easy candidates
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Doing Whole Farm Budget

• Computer and pad for notes
– But …

Pad & pencil & calculator still work!

• Microsoft Excel works great
– Records software are limited

Getting Set to Create Budget for 
2010
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Need to Know some History

• Determine performance of last couple 
of years.

• Make accrual adjustments.  Look at balance sheet 
changes.  Always will adjust for pre-pays 
and accounts payables between years.

• Write down what is going to be different in 2010.

• Don’t get overwhelmed by data

Balance Sheet

• A/R  aging
• Inventory quantity & Value
• A/P aging
• Total debts
• Working Capital



11

Need to Determine Dairy
Efficiency Factors

Cows per worker

Pounds sold per worker

Factors Which Determine Gross 
Income

• Project Productive Units - the cow 
numbers.

• Determine realistic production levels.
• Research milk price.

• Might consider determining your milk price basis.
• Watch Class III futures, adjust projection 

accordingly.
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ASK LENDER ABOUT 
SCHEDULED DEBT SERVICE

• Your break-even milk price necessary to 
“cash flow” will be influenced by:

–Profitable earnings (net income)
–Family living expenses
–Non-farm income and expenses
–And, scheduled debt service (P+I)
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Summary
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Making Profitable Decisions

• Purpose

– Analysis tools

– Know your business

– Do comparative analysis.  Benchmarking

Build A Wealth of Knowledge

• Get Serious About Your Records
• Know Your True Profitability
• Look at Business Trends
• Know Your Cost of Production
• Know Your Break Even Cost
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Don’t Be Afraid 

“Just Do It”

Take a logical, common sense approach

We are here to help!

Thank You!


