


You earned $3 at the

farmers’ market.
(Gross Income)

You bought supplies
that cost $2.

(Expenses)

You earned $1.
(Profit)



Presenter
Presentation Notes
Two kinds of profit – gross profit versus net profit

net profit is equal to the gross profit minus all of your expenses.
Gross profit is how much money you made before you take into consideration everything you paid for – expenses.

Net profit is the BOTTOM LINE.
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Capital expenses: capital is a fancy way of saying “property”. So capital expenses are bigger costs for solid assets, solid things, property, like land or tractors. Farming as a business can require a lot of investment – a lot of upfront purchasing – of property – of tools and land and other things that are critical to farming as a business.

Investment: to invest is to pt money to use by buying something that offers potential profitable returns, income or increase in value. So you might buy gold because you believe that gold will go up in value. The gold is then an investment.

Loans: money – or really anything – that is given to you under the condition that it will be returned. Can be books from the library, money from a bank or tools from a neighbor. Lots of people for instance have loans that help them buy cars. Anyone’s family have a car loan? We will get to more about loans later.

Gross income: the total amount of earned money – of revenue – received before you take out your costs. So before you subtract your expenses for rent, taxes, seeds, tools, water, packaging, etc. At home, your gross income would be your whole paycheck, before the government takes out taxes and before you pay your rent, buy groceries or pay your electric bill.

Profit: the amount of money you have left over after all of your expenses are paid. In business, this is what we want. We want a profit.




Remember Pema?

She’s a farmer who wants to
grow eggplants.




Pema makes an agreement with
her markets

e She talks to the produce buyer at City
Market and they plan to purchase 500-
1,000 pounds of eggplant from her.

 Pema signs up for a farmers market where
she plans to sell 400-800lb of eggplant
during the year.



Budgeting Expenses!
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Business we’ve defined.
Budget: a Budget is a breakdown and plan of how much money you have coming in and where it does. It is important for households and businesses to keep track of money in order to be successful. Who keeps a household budget? How does it help you?
�This is an example of a student’s budget. 

Income: the money you receive for goods or services, so money from a job, or in this example, from babysitting and weeding. Or it can come from gifts, in this case, a gift from her grandmother.
Income taxes are the taxes you pay the government on the money you make.
Revenue: another word for income. Most often refers to the collective items or amounts of income of a person or business. So for instance, my income might be from my job, and also some income from selling gloves that I knit, and from babysitting. All three together would be my revenue. In this example, all her earnings and gifts and everything else could be considered revenue.

Expenses: a cost or charge. In a budget, the expenses are all the things that have cost you money.
She’s got fixed expenses, like snacks, her phone and putting money into savings. For adults, your fixed expenses in your house are your rent, insurance, utilities, car payment, phone bill. Other expenses could be groceries, gasoline, clothes, etc. What are some expenses for farms? Seeds, tools, land rent, insurance, taxes, equipment, fertilizer, pesticides, labor, water. 


Business Plan Budget

Harvest Yield , Eggplant
Unsellable

Total Ib sold to City Market

Price per pound sale to City Market
Total Ib sold at farmers market
Price per pound at Farmers market
Gross Income

Expenses

Y% acre
1,000Ib
100Ib
500Ib
$1.50
400
$2.50
$1,750

1 acre
2,000Ib
200Ib
1,0001b
$1.50
800
$2.50

$3,500.00
- $1,800

PROFIT:

$700.00

$1,700.00



Question

* Would you be happy with this profit?
Would you a start the business?



Staying on Budget

 If you do start your business, you'll need to
stay on budget

 You'll also need to keep track of your
expenses for your own, as well as tax
records.



Expenses Budget to Actual

Date Spending Budgeted Amount Left

Water B(125.80) 3160.00 3420
Compost B(39.26) 5140.00 $100.74
Hay b 51000 51000
Pest control 5(30.26) $50.00 $19.74
Twine b(36.43) $20.00 b{16.43)
Stakes $(69.40) $50.00 B(19.40)
Lock 3- $16.00 516.00
Seeds B(973.68) 51,065.00 $91.12
Packaging B(169.75) 5285 a4 $116.09
Farmers market fees %(285 66) $286_6R T-

b4 7.66

b(47_68)

Totals $(1,713.44) $2,083.50 $370.06
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Presentation Notes
Actuals: How much money you actually spent.

A good example of budget to actuals – so you can see where they spent over. The () mean “substract” or “negative”




Keeping records of your
expenses

* Enter expense amounts into your budget
to actual table.

o Keep receipts
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