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Financial Management 
Resources and Education 



1.  financial skills training resources  
2.  basic concepts and best practices 
3.  an example of a tool to integrate 
4.  expectations for obtaining credit 
5.  secret recipes and insider information 

Where we are headed… 



Trainers Resource Guide 



Trainers Resource Guide – 
Resources  



Trainers’ Resource Guide 

www.farmbiztrainer.com  



basic concepts 
 
 
setting expectations for 
operating a farm business  



•  Record keeping is required (for taxes) 
•  Ultimate goal is to manage from records 
•  Need up-to-date and accurate records 
•  Create budget with expectations and 

measurable results 

set farm business record-
keeping expectations 



•  Define success, plan to be happy 
•  Tell farm story in a business plan 
•  A budget is a plan in numbers 
•  Plan for contingencies 

set farm business 
planning expectations 



Three basic business management skills: 
1.  Financial 
2.  Production 
3.  Marketing  

set farm business 
management skills 
expectations 



tools for business planning:  
resource strategies 

•  Stuff you already know 
•  The challenge of new curricula 
•  “Subcontract” teaching to partners 
•  Hope for the best 







Historical Dollars % of Sales   

   Sales (total income) $134,400 100%   

- Cost of Goods Sold: 
    (variable costs) 

$80,096       60%   

= Gross Margin: $54,304         40%   

- Overhead(fixed costs) $10,472      8%   

= Profit (Net Margin) $43,832 33%   

The 5-Line Income Statement 



This 5-Line 
Income Statement 

Becomes the basis 
of this Cash Flow 
Analysis 
Spreadsheet 

Showing Annual Business Results 
Historical Dollars % of Sales   

   Sales (total income) $134,400 100%   

- Cost of Goods Sold: 
    (variable costs) 

$80,096       60%   

= Gross Margin: $54,304         40%   

- Overhead(fixed costs) $10,472      8%   

= Profit (Net Margin) $43,832 33%   



The Concept of Cash Flow Budgeting 



Cash Flow Analysis 
Monthly Results Spreadsheet 

Cash flows are 
highlighted in 

yellow 





Download the live spreadsheet: 
(this is all one long website address) 

www.farmbiztrainer.com/ 
resources/ 
groups/ 
one-page-planning-suite/ 



best practices for  
business planning:  
teaching strategies 
•  Incremental, repeated, cumulative 
•  Direct relation to hands-on skills 
•  Build a culture of business success 
•  Peer/team accountability 
•  Mentoring 





issue messaging for  
business planning:  
 
•  Business planning is the core of preparation 
•  Financial and planning skills are measurable 
•  Financial and planning skills are transferable 
•  Financial and planning skills are the basis of 

informed participation and long term success 



awareness and expectations 
for obtaining credit 
 



Constructive 
Credit 
is an: 

Appropriately structured loan… 
To achieve realizable goals… 
That are within the capacity of the 

 borrower to manage and achieve… 
In order to accomplish repayment. 

 
 



Constructive Credit is NOT: 

A loan for more than you need… 
For a farm enterprise purpose neither 

 you nor the lender understand… 
Without adequate assessment of risk… 
Without likelihood of repayment. 



Outsider’s perception of a lending operation 

Goal:  Show me how to get what I want 



Loans	  to	  farmers	  

Insider’s perception of lending operation 

Goal:  Single version of the truth 



Lender’s View of the World 
 
• Understand business risks of borrowers 
• Make loans to people who intend to repay 
• Share risks with borrowers via their own

 investment (equity) and collateral 
• Properly rate the risk of loss for each loan 
• Budget for 1.5% net profit 
• Build capital reserves to cover losses 

 
 

 



Business Plan-Your design for the 
 world you wish to inhabit 

 
 

 

Obtaining Constructive Credit 



Evaluating farm business 
performance versus 
comparing farm 
production practices 



What you can measure, 
You can manage 



    secret recipes and  
    insider information 
 



•  Good financial records 
•  Operational information 
•  May include production measures, 

safety ratings, human resources  
•  Input from member businesses 
 

What goes into a benchmark? 



Percent of Sales 
Revenue Growth 
Gross Markup 
Gross Margin 
Overhead 
Net Margin 
Net Worth 
Safety 
Environmental Compliance 

Labor Hours 
Labor Efficiency 
Allocation of Duties 
Comp/Benefits of Key Labor 
Positions 
Trends (with the business) 
Per Share 
Transaction 
Per Acre 



CSA Benchmarks 
% of Sales Per Acre 

Net Profit 13% - 15% $2,400 - $2,600 

Interest (overhead) 1% - 2% $300 - $350 
Rent (overhead) 2% - 3% $325 - $375 
Repairs (overhead) 5% - 6% $850 - $1,000 
Insurance (overhead) 1% - 2% $300 - $350 
Total Overhead 24% - 26% $3,900 - $4,300 
Gross Margin (after COGS) 40% - 42% $6,600 - $6,900 
Total Cost of Goods (COGS) 58% - 60% $9,500 - $10,000 
Hired Labor Expense (hybrid) 33% - 35% $6,200 - $6,500 
Crop Inputs (COGS) 15% - 17% $2,500 - $2,700 
Purchases for Resale (COGS) 7% - 9% $1,200 - $1,600 
Sales $18,000 - $20,000 



define success 



The point…  

•  Agriculture is always changing 
•  New farm business opportunities in the 

marketplace, particularly local food 
•  Lenders need to see:  

– Business plans and strategies 
– Demonstrated experience, projections of 

future earnings and performance 
– Solid financial skills 
– Creative individuals with passion and vision 
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Monitor your credit score 
www. AnnualCreditReport.com 



1. Character 

2. Capital at risk 

3. Capacity to repay  

4. Collateral pledged 

5. Conditions that 
mitigate risk 

 

The 5 C’s of Credit: 



Expected financial performance of Retail Agriculture business models* 

  Wholesale Vegetable Retail Farm Market CSA 
Acreage owned 100 100 100 

Acreage in Production 80 40 25 
Typical Number of Customers Fewer than 10 brokers 10,000 retail customers 750 shares 

How products are sold Wholesale, large quantities, 
by the box 

Retail, small amounts, by the 
pound or piece 

“share” entitling a certain 
amount of product per week 

for the season  
Sales per transaction Several thousand $$$ $20-30 $300-600 

Sales 100% 100% 100% 
Cost of Goods Sold (w/ labor) 76% 60% 65% 

Gross Margin 24% 40% 35% 
Overhead 20% 30% 15% 

Net Margin 4% 10% 15% 
Number of crops grown 15-20 20-30 75-100 

Working Capital borrowed 50% of crop 15% of crop Less than 5% of crop 
Gross Sales 

$640,000                               
($8,000/ac gross X 80 acres) 

$1,000,000                                    
(10,000 customers average 

sale $25, 4 times a year) 
$450,000                             

(750 shares at $600) 
Net Profit $26,000  $100,000  $67,500  

Working Capital Cost Interest from planting through 
harvest, (at least half a 

season) 
Interest through part of 

season; steadier cash flow, 
not one big chunk 

None, as shares are pre-paid 

Inventory None  Must maintain inventory of 
related products and sell 

seasonally  
None 

*Illustration of synthetic archetypes based on case studies 


