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HOW 70 STUDY A FARM BUSINESS

This monucl on fho subjoct of "h6W'to study o form business® ineludos
the following scotiona:

la  How to sumnnrize the rocord of a yoorts business

Ze Moasufos of profits -

%e Anolysis of the business

lle Comparison with standards

T4 15 ipbended to be uscd in connection with Iabor Income Blank WHoe Lo,
and the Bﬁsiness Chart for Now York Farms. Both of theso arc avellable

throush the Dopartmont of Agricultural Economibs, Cornell University.

0% TC SUMMARIZE THE RECORD OF A YEAR'S BUSINESS

in crder to study a form business it ié first noéossary to put the
availablo rocords topethor in a briof form. Since farming is a year-round
business it is best to summerize the rccords on an annual basise. This
summary wmight be for the form as a whole, or for‘edch onterprise separatelys
In order Lo summarize cach enterpriso separately, mony more rocords arc
neadod thon to swmarizo the business as one unit., This manuol givos di-

{

reotions for summarizing the farm business as o wholce

Get the Avwnilable Rccords Togothor

The first‘job is torcclloct 211l the svailable records concerning
the past year!s businesse Theso rocords include financial accounts, farm
inventory for the boginning and cnd of tho year, and production records for
crops and 13vo stocke If completo financial accounts arc nob avallable,

check stubs, milk slips, rceoipted bills, ond seles reccips will prove useful.



Fill in Iohor Income Blank To. 40

Teing these available vecords start te £ill iu the labor income blank,
Don't be discourared if vou fiad some items for whieh you do ant have all the

information, Often these items will be of small imcortance. Meke your best

gatimste on then., Nobt many farm records would be svmaasrized if we waited for

Woteg on Filling in the Blank

Corn Silage Yields: To figure corn gilage yields use ths following tabler:

APPROXINATE CAPACITY OF CYLINDRICAL SITOS

Dentis of

silage

aftsr

setbliing Diameter of silo in feet

2 dnvs 10 12 _ 14 16 14 20

{feet) (tone) (tons) {(tons) (tons) (tons) {tons)

5 4 5 G 11 14 17

10 10 15 20 25 33 41
15 18 25 3 b 57 70
20 26 75 51 67 &5 105
29 36 h2 70 92 116 143
70 Iy 57 91 119 151 187
35 ' 58 gl 11k 149 188 232
40 . 70 10 138 120 229 - 280.
lig ge 118 160 213 271 %3l
50 gl 137 186 olig 319 389
Bh 1R5 212 i H5 bidy
£0 . . , oo - 719 Uik 500

Hey Yieldg: In estimeting hey yields, the best way 1s to measure the mows, and

wae the following table:

Gubic feet per ton of hay and strew (approximate)

Hay -~ low mow or ton of mow 50

average | - R EOO -
bottom of mow 50

Straw 1200
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Crop Sales: If you have on hand sowe crons which are going to be sold onbor

thom in tablo 2 as swles. Volue these orops at what you expoct to get for

theme

HMille Selcs:  Enbor in table 3 the total volue of the milk solds This may be
nere than the milk check, if the milk haulirng ond plont purchasos werc do=
dueted from the check. Enter all deductions for farm purpeses, such as milk

houling and strainor pads, in the expense table T Do not cnter deductions

for dairy products nurchased for home usc. Those are personal cXDenscoe

Veduc of one Year'!s Use of the Dwelling: The ammual cost of s house isusually

about 10 per cent of its valuc. This covors deprecistion, intorest, repoirs,
toxos and insuranco. These items are sometimes called the "DIRTI five'.
Another basls for estimating the use of the dwelling is Mihet would it

ront fopre!

Livestock Valuss: Velue the liwstock at whot you think they would sell for.

If possible, avold including increases in Inventory velues which are merely a
rofleetion of o genoral riso in livestock valucse That is, avoid showing

"paper profits",

Huawher of Hens: I hons arc on important enterprisé on your farm, vou nced
Lo know tho avernge numbor for the year. The average of tworinvontorios‘
seldom gives o cor?gct annurl averago. Tho bost way Lo get the average for
fhé year is the avorage of "13 inventorios", This mesns o average the number
of hens on luﬂd‘gt.ths first of coch month, and the last of the last montha

| If thege monthly inventories cre not awvailable, £ill in'the lines aé
the bobbtom of tublo 6, giving the approximate number of hens kept cach month,

and then avercge thoso monthly figurecs to get the annunl average,
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Tnpeid Lebor: e work donme by members of the family whe do not recelve

regular wages soounld be valued on the beosis of what it would have cost to aire
that worl done., A chaarge for unpaild labor should be made whenever a member of

the family does woirk for which help wounld otherwise need to be hired.

-

Preakdown of Exvensest Table 7 provides for listing expenses in detail, While

thie is desirsble, it is not necessary. For sxample, you may have your feed
warchases all in one item, and it may be difficult to separate the sexpense
for cattle fesd from that for pouliry feed, In sSuch a casc, simply bracket

the lines for feed and eanter the cne item,

Beard of hired lobor: The chargze for board of hired labor should be oaly

for the cosih cost, The cost of nrodocing the farm products used by the hired
Lelp will be included elsewiere in the sxpenses. If you do not have a good

heois for estimabing the cash cost of board, a comuon figure is fifty cents

ner day or $15.00 vpeor month.

Building Repairs: Enbter the amount actually paid during the current year,.,

Tnter at the left the average expensc ovVer & period of years, This should

e the avera e exXpPensec necessary to mainbain the buildings.

Tarm Share of Aube Costsr In table 7 and table 9 the item "farm share cf

aute appears, If the auto is not useé for farm parposges, don't put‘anything
in these spaces, Ususlly the auto is uged partly for the business and partij
Tor §efsona1; It is necesgary to estimate the share which should be chargéd-

ta tha husiuness,
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Fquipment Reprirs: Under repeirs to other equipment be sure to include

such items s plow points, mower gucrds, binder conves, miiking mechine

rerta, ete.

Volue of the Forme In plecing o velue on the form try Lo put dowm vhet o

villing Buyer would pey to r willing seller. Put this down as the vriue of
the end of the venr. For the beginning of the yerr teke this volue and add
to it the cvernge cnnuel expense required to keep the huildings from depreci-

eting, rnd subtract from it the repeirs end improvements made durlng the yeor.

MEASURES OF PROFITS

There are meny weys to messure form profits. This is very confusing
beceuse people frequently tnlk sbout "profits® without expleining how they
nnde their crlenlabions. Following nre definitions end directions for cel-

culeoting four meocsures.

Fomily Net Cosh Income  is the cmount availablo for famlly living

amd for ornving. Subtroct the crsh expenses (lineB in toble 10)

from the cash roceipbs {line 5 in teoble 10}, end from this subtrect the in-
torest setunlly peid on indebtodness. Add suy eesh income from non-form
scurces. This "net cash income" is whét_buys the groceries end the new hots,
A8 n bosis for studying the frrm business it is not o good meosurc, A meo
mey heve o high cesh income beceuse of decrecsing his inventery, or becouse
members of . the frmily worked without receiving regulor weges, or becnuse

hehed o lerge investment snd no debts, or beceuse he hnd non~farm 1ncome.,




n Imeome: iz vhet is left to pry for the fermer's-:

{oer the wso of irvested crpital. Unpeid lebor emd inventory

inses ore ceongldered in eclculrting form income. Since some farmers hove

wueh were erpitel invesbod then others do, this messure of profits gilves

e opdventoge te fermers with large eepital irvestoent. !

Lrehor Income:  is vhet o former recelves for his yeer's work sftor poying
r11 farm business exponses rnd interest on the crpitel invested, 1In oddition
+the fermer hos o house cnd form products used in the household.

The lebhor incoms of o frrm oporetor is coaparable to the cosh wiges

f o owmerried mon vhe is furnished with o house end form products.

o]

Tn order to rut oll frrms on on equel basis, inberest ot 5% is

fisursd on the totel cepitnl invested. This is the avernge of the cepiteal

ot the Lerinning mmd end of the yecr. Interest is fipgured on the entire

sonitel whotlier thore cre debbs ornot. It is not necessory to lmow sbout

debts in order to figure lahor incomc.

Tabor Errnings: ore lebor income plus the velue of  the ferm products used”

in the operrtor's houschold rnd tho velue of one yerrts uso of operator's

Lebor ecrnings is ¢ better measure of profits then Iebor income. °

+
e

Tt i¢ not used os much, boeruse of the difficulty of obbtrining rccurate

%

spformetion on the emount rnd voluse of ferm products ueod in the households



= BUSTNESS

omerized

records for the —ecr, it i1s desirabdle

o » ogane stonderds to locote the strong ond week Doints,
Tl 3 wost likely places for lmprowveaent,

fectin those under

nrofits, the nost importent of

I
(o]

Lae fervaers! control sre size of busipess, vroduction retes of crops and enmimnls,

srises, cad labor afficiency. The wost successful Tarmers

ally heove:

1. A rusiness as lerse os, cor Lerger than the average of the region.

7, Troducticn of crops and animels as pood as, or bebter then local
EVErnses.

Z.  Lehor efficiency shove the averc

lie The Aifferent entervrises so combined that lebor, lend, by-product

feeds, arnd monure cre used in the most nrofitabhle menner, consider-

pre importent, but usually sre not so important as

mevy weys of wmesnsuring the size of business. The best measure

to use depends to o considerchle exbtent om the tyne of ferm. The important

TILEUTEes Lre cathar with o brief stabement of the uges pnd limi-~

cations of ench,

1, Totsl seres is ccmmonly used os o measure of size of business.
Cimee forms vare crently in the intensity of the use of the land this measure

Trtel pores merne oll the lend everated os onse und
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2, Acres in cropg is 3 good measure when comparing farms which grow
: S

cropg of sinilar intensity, and on wilch livestock 1s act ilmportant.

3, Acres of the most irmortant crop or group of crops is a good way to

eyl

r

mesgsure the size of business on farms which specialize in one crop or group of

cromg, and on iek livestock are neot impeortant,

I, The number of cows, hens, or obther important stock is a good measure

~f gize on Trrme which specialize in one kind of livestock and on which cash
craps are aot important,

In computing the average number of cows or other important stock, take

the average of the twe inventories, unless it is known that some other number

more correchly repregments the mumber actually handled.

5. QCanital invested 1is a useful measure, warticularly when comparing

dirfersnt tvmes of farms in the same region. Siunce the major item of canital is-

tenelly the farm ttself, inaccuracies in valuing the farm will cause variations

neagure of siume,

Tre total capital ineludes the investment of both landlord and tenant
on rented farms. The average investment at the beginning and end of the year
showld be used,

f. XNormber of men is a2 partienlarly useful neasure of sipge wihen comnmpar-

ing farms in different regicns, or differvent types of farms in the same region,
There is cne difficulty with this measure.Since mon work more efficiently on some
farms‘thaﬁ an others, the same mumber of men on tuo differént farme may represent
cuite different amcounts of business,

Mo caleulate number of men (men eqnival@nt) 2dd togsther thé ﬁonthsa
Lf work done on the farm., Count the operator's time as 12 months. Lount 26

devs of day labor a —onth, Change the time Ior woman and child labor to an egui-

walent for men if the rate of work was different., Divide by 1,
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7. Productive man worl vnits i the best single messure of size. A

productive mon work

[
Pt
jeh

irectly oroductive werk ac-

The tobtol nuaber of trocductive men work

the cmcunt of rroductive worls sccomplished

on Lt ferp Jdvring the “eor.

e mumbor of sroduetive men Troris unit s on e farm is eclouvloted by multi-

n

the voereg of oh eroyw rnd the nuaber of ecch kind of crimels by units

)

heern enbrhlished on the besis of the aversze ocmount of time recuired

il

ove
o hendle one rero or one rniwrl, Urits for the nost common livestoclt cnd erons

in Wew York cre (iven on the prirted bueiness snalysis sheet. Units for sone

rod crimele ere ligted below. A1l units ere brsed on Hew York
smditions snd methods, For enterprises not listed, units shovld he estimabted

oroeonmoring with simdler enterprizes vhich sre lilsted,

WET VORI VORF UNITS FOR VARIOUS ENTERPRISES
Vepebibles (ner core) Fruit (per acre)
. ing foctory k Berrles

{net ineluding plelking) Cherries
Rerns, 30 Gropes

i, 25 Penches
Teats, tolle~bunched i) Perrs
Beets, bohle-topped 25
Corrota, bunched L5 e

' ? - - Retnil wmillk, per 200 ots.
Cerrots, tonoed 25 . A e , L

1 fl 7 Feel cnttle, ner heoc
e WET S ;
Gl oy i Cettle Fobtered or vinterod,
ver hecd hindled 2
clbs, per hecod
~1lions, not ”0r¢ed 1
cellion feez, eoch
Lembs Tetbtened, per hend
ieby chicks, hotched, per 1000

e -3

g peon

U ]

=D Y

-3 O v O

Berns

—

M2

o
4

Corn, swecb-merk
Cueumbars, wholescled 10
Lettuce %0
el 10
Telons ) !
T J Bees, ner hive
Onions 10 g
Pers, corming footory 2 Forgst Products
rlie 22 Meple syrup, per 100 prllons 19
Spinreh 15 " Lumber, ner 1000 ft, 2
Sguzsh 10 Pirewood, per 12" cord 1
g, cemring foetory 1l ‘ :

[0l 5 B ]
o o
WO OO
:
&

O
»
\JT -

Pavs,

Tometoe



S 10/9L
P ¥ 10

Production Retes

191 per cow.  On nnst doiry forms the totel pounds of millk sold is

41y cwrileble,  The totel numbor of vounds divided by the nvercge number of

rar

cives the smount scld wer cow. This figure is lower then the

covs for

totr 1 oroduction per cow which is reported in D.H.I.A. records, beocuse some

I

ol the =il is not solds

¥et gold per cow. Jultiply the pounde of milk sold per cow by the cverage

"t test,.

Beps por hen, Divide the totel nmumber of eggs produced by the cveroge

mumber of  hens for ths verr (see prge %).

Y

Wy vields., In eclouleting hey ylelds divide the tobel tons from o1l

cutbinge by the rercs in

o

LA .
X

Crop index., Sometimes crep ylelds ore combined into one figure knowm s

the Merop index®,

iz the cron vields on the frrm being stﬁdied exproessed

rz oo rer cont of some ovVernfc.

Lebor Efficiency

Tori urdts per men is the best single mecsure of leker effliclency, To

Ly

selonlete this divide the totel verk units on the feorm by the men equivrlent.

i~

This mersure of lrbor efficiency trkes into ceoount 11 the productive work on

the ferm, but docs not comsider vields per acere rnd productien per rnimol.

Yenura Por hferue of Creds
Tn order to ccliculnto the emount of monure

rreileble per cere of erops it is first necessery to erleulnte the tobel rmount
ol livestock on the fori. This is done by use of "rnimcl unite", Ar Tonimel
anit” is one horsc, OF One COTE OF the equivrlent in other livestooi.

Tho unite for the vorious closses of livestock are given on the printed

tusiness tnelysis sheot. Units for erttle or sheep vhich ere fottened should be
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cetimrted on the hesisg of the numbor of .wonths they ore lept.

Approximctely 12 tons of moanure inciuding bedding is mrde per yecr by on

erimel units  The proncrilon of thig recovercd for use on oropped lend verios

vith pesturisg, preotices ond moathods of hrndling the menure. In Few York r.hout

cre recovered per onimnl unit Por rotucrl use on the

1 e - 4%
O tong, om the

i

cronned lrnd.

COMPARISC T 171 STLNDARDS

ifter heving crleulnted the importont buginess fretors these should bo

rIrred vith stenderds to loerte the strong cnd werl pointe. Tho.printod
Tovginess Chort  for Few York Frrme® hes beer! preporcd for this purpose. . For
some of Lkc erops which rre mot irnluded on She husiness chert, state cverope
vields cre pivoen on Poge 1P,

If, in rny column on the business chert, the form being studied renks
chove the hipncet number on tho chort, drow oo line ct the top of the column rnd
write in the fipure for the ferm being gtudied.

Drew lines only in the coluwns which ore of SCRO sipnifiaernce for the
fh?ﬁ,bﬁiﬂg stulicd. This i¢ importont, ©s o Jine dravm for cn itenm wvhich is of

no gijhificrnos will serve o cuphesize itoms which should not be enphasizeds
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TER=YEAR AVERAGE CROFP YIELDS FOR WEW YORK STATE, 19%0-1939%

T

TBeans, snap for morkot 118 bu.
Boons, smap for canning 1.6 tong
Bects, for canming 3 5.3 tons
Buckwhoat 17 bus
Carrobs for market L5 bue
Cauliflowor, Long Island 219 crates (1.5 bue)
Upstoto 181 eratos (1.5 bu,)
€clory 327 eratos (904F)
Cern, swoot for conming 2¢1 Lona
Cucumbers, for morket 121 bue
Cucumbers, for picklcs 96 bue
- Gropes 1.5 tons
ILottuee P22 erates (704)
Onions 237 socks {L10CGF)
Ferns for market 8% bue
Rye . 16 bu.
Strawberrics 79 crates {2l gbs.)
Tomatocs for markob 217 e

Dato from roports of the U. S. Dopbs of Agriculture.

For gropess avorage 1928=37 crop as roported in "Agricultural State
isties™ divided by cetbimated acres as follows: Average boaring vines
as revorbed by the Consus for 1930 and 1935, using 650 per acres



