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Welcome Letter

Welcome to Cultivating Success, a farm and homestead planning workbook
developed by Cooperative Extension to guide new and beginning farmers,
homesteaders, and small-acreage landowners as they explore opportunities in
agriculture.

Since 1914, Cooperative Extension has maintained a long-standing commitment
to supporting farmers, strengthening rural communities, and providing research-
based education. Our team of agricultural experts, researchers, and educators
collaborated to create this workbook with the goal of helping individuals and
families make informed decisions about their farms, homesteads, and
agricultural enterprises. Whether your goal is to feed your family, cover farm
expenses, or build a profitable business, we believe in your potential and are
here to support your journey.

This workbook focuses on planning and decision-making rather than production
practices. It is designed to help you evaluate your goals, resources,
opportunities, and challenges while building a foundation for long-term success.
Throughout the workbook, you will explore key topics such as goal setting,
resource assessment, enterprise selection, financial considerations, marketing,
and risk management.

The workbook combines written highlights, practical applications, and
supplemental activities to help you apply concepts to your own operation. Upon
completion, we encourage you to participate in live programming or connect
with your local Extension faculty for additional guidance and support as you
continue developing your farm, homestead, or agricultural enterprise.

Presented By:



Getting Started

Instructions for Use

The Structure

This workbook is comprised of eleven chapters, each of which
builds on the one prior. Follow the sequence to gain a
comprehensive understanding of your farm, homestead, or
agricultural enterprise and the decisions that shape its future.

Where to Start

If you are starting from scratch, we recommend completing
the workbook in order, beginning with Chapter 1. If you are
purchasing, inheriting, or taking over an existing operation,
you may choose to begin with Chapter 3 and return to
Chapters 1 and 2 as needed.

Take Your Time & Stay Practical

Each chapter includes an introduction to key concepts along
with thought-provoking exercises and activities. Take time to
reflect on your answers and ground them in your current
resources, circumstances, and goals.

Use Additional Resources

The more information you gather, the stronger your
foundation. Don’t hesitate to research, talk to experts, and
connect with other farmers and homesteaders.

Continuous Refinement

This workbook is not a one-time exercise but a living
document. Revisit your answers periodically, update your
goals, and adapt your plans as needed.




What do you want your farm or

homestead to do?

Feed My Family

My primary goal is to produce food, fiber, or other agricultural
products for my household.
Examples:

e Growing a family garden

e Raising chickens for eggs

e Producing food primarily for family consumption.

Cover My Costs

| would like my farm or homestead to generate enough
income to pay for feed, seed, supplies, equipment, livestock,
or other farm-related expenses.
Examples:

* Selling produce at a local market

e Offering eggs or meat for sale

* Producing enough revenue to offset expenses

Make Money

| intend to operate my farm as a business and generate
supplemental income or profit.

EXamptes:
e Expanding production to meet market demand
e Tracking profitability and business performance
e Generating income that contributes to household finances

Remember

There is no "right" answer, and many farms fit more than one category. Your goals
may evolve over time as your interests, resources, and circumstances change. This
workbook is designed to help you make informed decisions and plan for success,
regardless of where you are today. 5



Gut Check

Can You Handle Farming?

This readiness assessment is designed to help you think about the planning,
resources, lifestyle, and knowledge needed to achieve your goals. Whether you
want to feed your family, cover farm expenses, or generate income, these
questions can help identify areas where additional planning, education, or support
may be beneficial.

Please answer each question with Yes, No, or | Don't Know.

Farming Preparation
1. Have you clearly defined what you want your farm or homestead to accomplish?
Yes | Don’t Know No
2. Have you considered how much time you can realistically devote to your
operation?
Yes | Don’t Know No
3. Have you identified enterprises that align with your goals, interests, and

available resources?
Yes | Don’'t Know No

4. Do you have access to the resources you need to get started?

Yes | Don’'t Know No

Financial Readiness

1. Do you have a basic understanding of the costs involved in your planned
enterprises?

Yes | Don’t Know No
2. Have you considered how your farm or homestead may affect your household
finances?

Yes | Don’t Know No
3. Do you have a plan for handling unexpected expenses, setbacks, or

emergencies?
Yes | Don’'t Know No 6



Personal & Lifestyle Factors

1. Are you willing to learn new skills and adapt when things do not go as planned?
Yes | Don’t Know No

2. Are you prepared for the physical, mental, and time commitments involved?
Yes | Don’t Know No

3. Do the people who share your household understand and support your goals?

Yes | Don’'t Know No

Knowledge & Compliance

1. Do you understand the basic skills needed for your planned enterprises?
Yes | Don’t Know No
2. Do you know where to find reliable information and technical assistance when
questions arise?
Yes | Don’t Know No
3. Have you discussed your plans with an experienced farmer, homesteader, or
agricultural professional?
Yes | Don’t Know No
4.Are you aware of any regulations that may apply to your operation?

Yes | Don’t Know No

Assessing Your Results

The purpose of this assessment is to encourage
reflection on what it takes to achieve your
goals in agriculture. If you answered “yes” to
most of the questions, you likely have a strong
foundation for moving forward with your farm
or homestead plans.

If you answered “no” or “I don’'t know” often,
don’t be discouraged. Use your responses to
identify areas where additional planning,
education, or support may be beneficial as you
continue developing your operation.



Chapter1

ldentity & Vis

O
-

In this chapter, we will help you explore what makes your farm or homestead
unique. You'll reflect on your values, motivations, and goals while considering
what success means to you. Whether your goal is to feed your family, cover costs,
generate income, or a combination of these, understanding your purpose is an
important first step. You'll also have the opportunity to think about your short-
term and long-term goals and evaluate your operation's strengths, weaknesses,
opportunities, and threats (SWOT). By the end of this chapter, you'll have a
clearer vision for the future and a stronger foundation for making decisions about
your farm, homestead, or agricultural enterprise.

After Reviewing This Chapter, You Will Be Able To:
e Define your values, motivations, and goals for your farm, homestead, or
agricultural enterprise.
e Establish clear and realistic goals for personal and operational success.
e Develop a vision for the future of your operation and the factors that may
influence it.



Questions from an Agent

Before investing significant time, money, or resources into your farm or
homestead, take a moment to consider the following questions:

About You & Your Operation
e Why do you want to farm or homestead?
e What do you hope your operation will accomplish?
e Who is involved in the operation and what role will they play?
e Do the people involved share similar goals and expectations?

About Your Values & Priorities
 What values are most important to you?
e How do those values influence your farming decisions?
e What does success look like for you?

About Your Future
e Where would you like your operation to be in 1 year? 5 years? 10 years?
e What are your most important short-term and long-term goals?
e What strengths can you build upon?
e What challenges may stand in your way?

About Taking Action
e What steps can you begin taking today?
 What resources, skills, or support do you still need?
e How will you know if you are making progress toward your goals?



Who’s Involved?

Key Concepts

e Understanding who is involved with your
farm or homestead is important: it helps
identify who will participate in the operation,
what experience they bring, and how they
contribute to achieving your goals.

e |ldentifying the individuals involved allows
you to define roles and responsibilities and
consider the future of the operation as it
grows or changes over time.

Practical Application
e Allows you to define roles and
responsibilities.
e Supports long-term and transitions.
e |dentifies gaps in skills, knowledge, or labor.

Personalities, Values, & Beliefs

Key Concepts

e Personalities can influence decision-making,
communication, and how work is
accomplished within an operation.

e |dentifying the values and beliefs that guide
your interest in farming can provide insight
into your motivations and goals.

e Aligning your vision, goals, and management
decisions with values can contribute to long-
term resilience, sustainability, and success.

Practical Application
e Match personalities to responsibilities to
bolster morale and motivation and increase
teamwork.
e Use core values and beliefs to help define a
shared farm vision.

10



Why Farming?

Key Concepts

Recognize your farm or homestead as something that can provide
value beyond the products it produces.

Setting overarching objectives for what you hope your farm or
homestead will accomplish can guide decision-making, resource
allocation, and daily activities.

Recognize that your operation may influence your family, local
community, natural resources, and, in some cases, broader markets.
Celebrate and leverage the unique aspects that set your operation
apart from others.

Evaluate the benefits your operation provides, including food
production, income generation, recreation, stewardship of natural
resources, and community well-being.

Ensure that your “why” is based on your core values and beliefs to
create a meaningful and purpose-driven operation

Practical Application

Develop a clear, written vision statement for your operation. A vision
statement provides long-term perspective and motivation that can
guide decision-making and future development.

Write a mission statement for your farm or homestead. A mission
statement captures the core values and purpose of your operation:
what do you do, and why do you do it? It can help define your identity
and provide direction for future decisions.

Use your “why” to guide relationships, influence strategic decisions,
and communicate the purpose of your operation to others.

11



Farm Goals

Key Concepts

Farm goals should be clear, consistent,
and understood by everyone involved in
the operation.

Goal-setting is a skill many people
struggle with, and that's understandable.
Take care to ensure farm goals are
aligned with the mission and vision of
the farm.

All goals should be S.M.A.R.T. goals—
specific, measurable, achievable,
relevant, and time-bound.

Set goals with individuals involved in the
operation to ensure their interests,

priorities, and aspirations are considered.

Define operational goals to guide daily
activities, including targets for
production, efficiency, sustainability, and
quality of life.

Goals should be set for both the short
term, which provides a roadmap for
immediate action and achievement, and
the long term, which sets the strategic
direction for the future.

If income generation is one of your goals,
consider setting an income target and
estimating the revenue needed to
achieve it.

Practical Application

Set short-term and long-term goals for
both the individuals involved and the
operation as a whole.

12



Farm Future

Key Concepts

e SWOT (Strengths, Weaknesses, Opportunities, and Threats) analysis is
used to assess the internal and external factors that influence an
operation.

e« SWOT analysis provides a comprehensive view of the current situation
and can help identify areas for growth, improvement, and future
planning.

e Envisioning your operation over short-term (1-2 years), medium-term (5
years), and long-term (10 years) time horizons can guide decision-making
and align daily activities with future goals.

e Breaking down your current situation and future vision into practical
actions is critical for implementation.

» Action steps provide a roadmap for achieving goals, guide day-to-day
decisions and resource allocation, and help turn vision into reality.

Practical Application
e Conduct a SWOT analysis to capitalize on strengths, minimize
weaknesses, seize opportunities, and reduce threats to your operation.
e Ensure your long-term goals are aligned with the short-, medium-, and
long-term vision you have for your farm or homestead.
e Qutline specific action steps needed to accomplish your short- and long-
term goals.

13



Your Next Steps

After completing this chapter, you should have a clearer understanding of your
goals, motivations, and vision for the future. Use the checklist below to ensure
you have completed the key planning activities before moving on.

Complete the Following:

Identify everyone involved in your operation.

Define roles and responsibilities for key participants.

Reflect on your personal values, motivations, and reasons for farming or
homesteading.

Develop a draft vision statement.

Develop a draft mission statement.

Establish at least three short-term goals.

Establish at least three long-term goals.

Complete a SWOT analysis.

Identify your operation's greatest strengths and challenges.

Develop at least three action steps to move your operation closer to its
goals.

Before Moving Forward
Consider discussing your goals, vision, and plans with:

Family members

Farm partners

Mentors

Extension personnel

Other farmers or homesteaders

14



Action Activity #1: Define Your Direction

Outcome: A one-page direction statement that links people, values,
mission, vision, goals, and immediate actions.

Step 1. Name the decision team for the farm

Relevant Decisions this

Farm role
strengths/skills person makes

Vegetable production; Crop plan and harvest

Example: Jordan Lee Production manager . .
equipment repair schedule

Step 2. Agree on the farm’s core

Circle or add five values that should guide decisions: family, profitability,
stewardship, independence, service, innovation, quality, safety, community,
lifestyle, growth, tradition, other: . Then, narrow the list to the three
values the decision team will protect when tradeoffs arise.

What it looks like in A tradeoff we are
daily farm decisions willing to make

Priority value

Use soil-test results and cover Accept a slightly higher seed

Example: Stewardship crops before adding fertilizer cost to reduce erosion

15



Action Activity #1: Define Your Direction

Draft the statements
Mission (what we do, for whom, and how):

Three-to-five year vision (what success will look like):

Step 3. Setting SMART Goals

SMART goal Measure/ Due date First action
baseline in 30 days
Example: Sell 120 Baseline: 75 Survey 15 prior
weekly produce boxes last season Casey Aug. 31 customers by
boxes by Aug. 31 Mar. 15

Step 4. Turn the vision into action

What we will do
because of it

Finding Evidence

Example - Opportunity: nearby Manager estimated demand for | Pilot workplace pickup for six
workplace wants local food 25 boxes/week weeks before expanding

Strength:

Weakness:

Opportunity:

Threat:

Decision test: Does this advance our mission, support our goals, fit our
values, and address a SWOT finding? If not, pause and gather more evidence.

16



Section 1 Skill Check

[0 Our mission identifies what we do, who benefits, and how we operate.
[0 Our vision describes a future condition rather than a task list.

[0 Every goal has a measure, an owner, and deadline.

[0 At least one SWOT finding has been converted into a dated action.

The item we still need to strengthen is:

Extension source: Oregon State University Extension advises that small-farm goals realistically,
account for family needs and values, finances, talents, and the desired role of the farm.
https://extension.oregonstate.edu/catalog/ec-1529-what-can-i-do-my-small-farm-selecting-
enterprise-small-acreages.

17
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Chapter 2

Farm Inventory

This chapter helps you evaluate the resources available to your farm or
homestead and determine how they align with your goals. You'll begin by
assessing what you already have, including land, water, infrastructure,
equipment, and existing enterprises. Next, you'll explore opportunities for future
growth, whether that involves producing food for your family, expanding an
existing operation, or developing a new agricultural enterprise. You'll also identify
the skills, knowledge, and resources needed to achieve your goals while
considering the support available through your community and agricultural
networks. By the end of this chapter, you'll have a clearer understanding of your
current resources, future opportunities, and the steps needed to move forward.

After Reviewing This Chapter, You Will Be Able To:
» Assess the resources, assets, and history of your farm or homestead.
* Evaluate the feasibility of potential enterprises based on your goals and
available resources.
* |dentify the skills, knowledge, and support needed to achieve your goals.



Questions from an Agent

Every farm and homestead is unique. Before deciding what to produce or how
to grow, take time to evaluate your resources, opportunities, and future plans.
The following questions can help guide your thinking as you complete this
chapter.

Farm History
e How has this property been used in the past?
e What past agricultural activities were successful here?
* Are there any existing features or infrastructure that could be useful?
e What challenges or limitations have previous owners experienced?

Farm Inventory
* What natural resources are available on the property?
e What infrastructure, equipment, or facilities already exist?
e Which resources are strengths for your operation?
e What resources are missing or need improvement?

Proposed Enterprises
e What would you like to produce or offer?
Why are these enterprises appealing to you?
Do your proposed enterprises align with your goals?
What resources, skills, and time will be required?
Who will be your customers, and how will you reach them?
Are there enterprises that may be a better fit for your situation?

Skill Development
e What skills do you already possess?
e What skills will you need to develop?
* Who can help you learn those skills?
e What educational resources are available to you?
¢ How much time and money are you willing to invest in learning?

19



Farm History

Key Concepts

e Many properties have been used for
agricultural purposes in the past, and
understanding their history can assist you
in decision-making for your own
operation.

e Past farming practices and land-use
decisions may influence the choices you
make today.

e Consider previous and current uses of the
property, including crops, livestock,
gardens, forestry, recreation, or other
agricultural activities.

Practical Application
e Research your farm history to gain a
better understanding of how it has been
used in the past.

Farm Inventory

Key Concepts

e Properties have natural assets such as
water sources, soil quality, topography,
and land composition that influence
future plans and decisions.

e Man-made assets such as fences,
infrastructure, buildings, and equipment
that can be leveraged to support your
goals.

Practical Application
e Consider both natural and man-made
assets: Where can existing resources
help meet your needs?
e Creating a physical map of your
property's assets may be useful for
planning and decision-making.

20



Matching Goals to Opportunities

Key Concepts

e There are many types of agricultural enterprises, including animal-
based, plant-based, service-based, and value-added products.
Consider each of these when deciding what activities or enterprises to
pursue.

e Consider how feasible each enterprise is based on the knowledge,
skills, and resources required. Think about farming experience,
mechanical skills, business skills, personal interests, crop production
knowledge, and livestock production knowledge.

e Successfully raising or producing something requires different
resources and skills than successfully marketing or selling it. If
generating income is one of your goals, consider both production and
marketing when evaluating potential enterprises.

 The most sustainable enterprises are those that align with your goals,
available resources, interests, and abilities.

Practical Application
e Conduct an analysis of the resources needed to successfully
implement your proposed enterprise(s). Include:
o Farm resources - land, fencing, livestock, crops, equipment,
infrastructure, etc.
o Personal resources - labor, finances, skills, knowledge, and
available time.
o Market resources - target customers, sales outlets, transportation
needs, and income potential (if applicable).
o Community resources - support services, educational
opportunities, regulations, mentors, and local networks.
e Evaluate how well each proposed enterprise aligns with your goals,
resources, skills, and available time.



Skill Development

Key Concepts

e Agriculture is constantly evolving, with new research, technology, and
management practices emerging regularly.

e |dentify areas where additional knowledge or skills may be needed
based on your goals and proposed enterprises. Consider gaps in farming
experience, technical knowledge, business skills, and other areas
relevant to your operation.

e Both formal and informal learning opportunities can help build
knowledge and skills, including online resources, books, classes,
mentorships, workshops, and hands-on experiences.

e Consider the time, effort, and cost required to develop the skills and
knowledge needed to successfully achieve your goals.

Practical Application

e Set goals related to skill development for yourself and others involved in
the operation.

e |dentify learning opportunities that can help address knowledge or skill
gaps.

e Dedicate time and resources to continued learning and skill
development.

e Encourage the sharing of knowledge and experiences among family
members, partners, mentors, and others involved in the operation.

22



Your Next Steps

After completing this chapter, you should have a better understanding of your
farm or homestead's resources, opportunities, and limitations. Before moving
forward, consider the following action steps:

Complete the Following:
e Research the history of your property and its past agricultural uses.
e Inventory the natural resources available on your property.
* |Inventory existing infrastructure, equipment, and facilities.
e Create a map of important farm or homestead assets.
e |dentify enterprises that align with your goals and available resources.
e Evaluate the feasibility of your proposed enterprises.
* Assess your current skills, knowledge, and experience.
» |dentify skill or knowledge gaps that may limit success.
e Locate educational resources, mentors, or technical assistance.
e Develop a plan for building the skills needed to achieve your goals.

Before Moving Forward
Consider the following questions:
e What are the greatest strengths of your farm or homestead?
* What resources or assets can you leverage to achieve your goals?
e What challenges or limitations may affect your plans?
e Which proposed enterprises are the best fit for your situation?
¢ What additional skills, knowledge, or resources do you need?
e What are the most important next steps for your operation?

23



Action Activity #2: Take Inventory

Outcome: Create a clear picture of your farm's resources, limitations,
and opportunities so you can identify enterprises that fit your operation.

Step 1. Create a farm resource map

On a separate sheet or aerial image, mark boundaries; fields/paddocks; slopes
and drainage; soil differences; water sources; utilities; roads and customer
access; buildings; fences; handling/storage areas; sensitive areas; neighboring
land uses; and safety hazards. Date the map and list the information sources

used.

Resource or
constraint

Quantity/

condition

Ownership/
access

Evidence

needed or next

inspection

Example: Water

One well; 12 gpm
measured in July

Owned; shared with
residence

Confirm peak
irrigation demand
with Extension
educator

Land/soil

Water

Buildings/fencing

Equipment/storage

Labor/time

Capital/credit

Markets/transportation

24



Action Activity #2: Take Inventory

Step 2. Evaluate Your Options

Rate each enterprise from 1 to 5 for each factor, with 1 indicating a poor fit and 5
indicating a strong fit. Use the score as a guide. One major limitation, such as water
availability, labor, regulations, or market access, may outweigh a high overall score.

Screening
factor

Enterprise A

Enterprise B

Enterprise C

Evidence/
source

Example: Scores
for market
demand

4 - produce boxes

3 - cut flowers

2 - pastured
poultry

Three buyer
interviews and
2025 market sales
records

Market demand
and buyer access

Expected price
and sales season

Land, water, and
infrastructure fit

Production
knowledge and
experience

Labor timing and
physical demands

Startup and
operating capital

Rules, permits,
and food safety

Weather,
biological, and
market risk

Fit with family
goals and values

TOTAL (maximum
45)

25




Action Activity #2: Take Inventory

Step 3. Choose one unknown, close one knowledge gap

Highest- Ext i
'ghes How we will xtension Go/no-go

priority contact/ .
test or learn evidence
unknown resource

Example: Will .
P . . : At least 15 paid
customers commit | Run a six-week, Local Extension
. . May 1 weekly orders by
to workplace 20-box pilot marketing program
. week four
pickup?

Chapter 2 Skill Check

[0 Our map identifies both usable assets and limiting conditions.

[0 Enterprise scores rely on information, not enthusiasm alone.

[0 We evaluated the ability to sell as well as the ability to produce.

[0 We selected a low-cost test or learning step before a large commitment.

Extenston source: Oregon State University Extension recommends comparing candidate
enterprises across marketing, production, information, resources, and risk, while matching them
to farm and family goals. hitps://extension.ovegonstate.edu/catalog/pnw-202-farm-direct-

marketing-costs-enterprise-selection

Extension source: Penn State Extension provides a farmland assessment checklist for prospective

properties. hittps://extension.psu.edu/farmland-assessment-checklist/

26
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Chapter 3

The Business Plan

In this chapter, you will begin bringing together the information you have
gathered about your goals, resources, and proposed enterprises. Using what you
learned in previous sections, you'll explore how your operation can move from
ideas to action by considering production, marketing, and financial planning.
Whether your goal is producing food for your family, supporting your operation, or
generating income, your plan will help guide future decisions and priorities.

After Reviewing This Chapter, You Will Be Able To:
e Develop a plan for producing and/or marketing your products or services.
e Evaluate how proposed enterprises align with your goals and available
resources.
* |dentify the information and records needed to support decision-making.



Questions from an Agent

A successful plan begins with understanding your customers, your operation,
and your goals. Consider the following questions:

Market Research
 Who are your potential customers, and what products or services are they
looking for?
 What makes your operation different from others?
e Who are your competitors?

Branding
e What story do you want your farm or homestead to tell?
e What values do you want your brand to represent?
e How do you want customers to remember your operation?
e Does your brand reflect your goals and target audience?

Marketing
e How will customers learn about your products or services?
e Which marketing methods are most likely to reach your target audience?
e How will you build relationships with customers?

Production Planning
e What products or services do you plan to offer?
e How much can you realistically produce with your available resources?
e What resources and inputs will be required?

Financial Planning
e What will it cost to operate your enterprise?
e How will you price your products or services?
e What records will you need to maintain?
e Will additional financing or investments be needed?

28



Market Research

Key Concepts

e If you plan to sell products or services,
market research involves evaluating

potential customers, the selling
environment, and competitors.

e Customers often have preferences
related to product quality, production
practices, labels, convenience, and price.

e Understanding market trends and

changes in regulations, technologies, and
consumer behavior can help inform

decision-making.

e Evaluating competitor strengths and
weaknesses can help identify market
gaps and opportunities for differentiation.

Practical Application

e If income generation is one of your goals,
identify how your operation can meet
customer needs and stand out from

similar products or services.

Branding

Key Concepts

e People connect with people, and
branding is one way to tell the story of
your farm or homestead.

e A brand's visual identity may include its
name, logo, colors, social media
presence, website, packaging, and other
materials.

e Consistent branding helps create a
recognizable identity and can build trust
with customers and the community.

Practical Application
e Develop a brand identity that highlights
your farm’s unique story, and use it
consistently. 29



Marketing Streams

Key Concepts

e If you plan to sell products or services, focus your marketing efforts on
two or three methods that are most likely to reach your target
customers.

e Personal connections and word-of-mouth recommendations can help
build relationships, increase visibility, and create a loyal customer
base.

e A strong online presence can be a valuable marketing tool, particularly
for operations that sell directly to consumers.

* Consider marketing tools such as social media, websites, email
newsletters, online marketplaces, community events, or local
partnerships based on the needs of your operation and customers.

Practical Application
e Based on your goals and target audience, identify two or three
marketing channels that will help you connect with potential
customers.
e Use consistent branding and messaging across your marketing efforts
to build recognition, trust, and credibility.
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Production Plans

Key Concepts

¢ Production plans identify the products, services, or activities offered by
your operation, including specifics such as varieties, breeds, quantities,
and intended uses based on your goals, available resources, and
production capacity.

e A production calendar should outline important activities throughout the
year, such as planting, harvesting, breeding, herd management,
maintenance, and other seasonal tasks.

e Production plans should also include strategies for successful
management, such as soil fertility, pest control, irrigation, livestock care,
and securing needed inputs such as feed, seed, hay, or supplies.

e Working from a written production plan can improve organization,
support efficient use of resources, and help keep your operation on
track.

Practical Application
e Based on your goals and available resources, determine what products,
services, or activities are realistic for your operation.
e Create and follow a written production plan for each enterprise, including
a seasonal schedule of major activities and management practices.



Financial Planning

Key Concepts

Financial planning includes considerations
such as pricing, projected income and
expenses, cash flow, lending needs, and
recordkeeping.

If you plan to sell products or services,
pricing should account for production
costs (fixed and variable expenses) as
well as any income or profit goals.
Enterprise budgets can be used to
estimate expected income, expenses,
and profitability for proposed enterprises.
Cash flow budgets or statements help
forecast when money will enter and leave
the operation, making it easier to plan for
seasonal expenses and financial
obligations.

Balance sheets provide a snapshot of an
operation's financial position at a specific
point in time, including assets, liabilities,
and equity.

Financial planning may also include
evaluating financing needs for operating
expenses, capital investments, or future
growth.

Accurate recordkeeping is essential for
understanding the financial health of an
operation and supporting informed
decision-making.

Practical Application

Establish a recordkeeping system that
allows you to track income, expenses,
assets, liabilities, and other financial
information relevant to your operation.
Financial management will be covered in
more depth in Chapter 6.
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Your Next Steps

A successful plan requires more than a good idea, it requires thoughtful
preparation. Use the following action steps to ensure you have evaluated your
market, production, and financial considerations before moving forward.

Complete the Following:
e |dentify your target customers and evaluate market opportunities.
e Research competitors and identify ways to differentiate your operation.
e Develop a brand identity that reflects your goals and values.
e Select two or three marketing channels to reach your target audience.
e |dentify the products or services you plan to offer.
e Develop a basic production plan for each proposed enterprise.
* Create a seasonal calendar of major production activities.
e Estimate expected income and expenses for your proposed enterprises.
e Consider pricing strategies for your products or services.
e |dentify records and financial information that should be tracked.

Before Moving Forward
Consider the following questions:
e Which parts of your plan are based on facts, and which are based on
assumptions?
e What obstacles could prevent you from achieving your goals?
e Which enterprise appears most feasible given your resources and
constraints?
e What is the biggest risk to your plan's success?
e What information do you still need before investing significant time or
money?
e What are your highest-priority next steps?



Action Activity #3: Test Before You Invest

Outcome: Test your idea with potential customers and develop a
practical plan for producing, marketing, and selling your product.

Step 1. Learn from Potential Customers
Talk with at least three potential customers. Ask questions, listen carefully, and look
for common themes in their responses. Focus on understanding their needs before
discussing your product or idea.

Question

Interview 1

Interview 2

Interview 3

Example: What do you buy now,
how often, and where?

Weekly produce
box from farmers
market

Vegetables twice
monthly at grocery
store

Seasonal box from
another farm

What do you buy now, how
often, and where?

What matters most: quality,
convenience, story, attributes,
or price?

What frustrates you about
current options?

What quantity/pack size/timing
is useful?

What would cause you to switch
or not buy?

What price range have you
actually paid?

Evidence Summary: What responses were repeated? What challenged our
assumptions? What should we test or learn more about next?
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Action Activity #3: Test Before You Invest

Step 2. What Will You Offer and Deliver?

Decision Farm-specific response

Employees at two workplaces within 10 miles

2[RI RS who want convenient weekly produce pickup

Target customer (specific, reachable group)

Problem or need addressed

Product/service and differentiating value

Primary sales channel and backup channel

Price and unit of sale

Planned quantity and sales period

Production milestones and responsible person

Quality, handling, and customer-service standard
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Action Activity #3: Test Before You Invest

Step 3. Does the Math Work?

Estimate what it will cost to produce and sell one unit of your product or service.

Per-unit estimate How estimated

Prices from three comparable
$32 per produce box local offerings and five
customer interviews

Example: Expected selling
price

Expected selling price

Variable cost per unit

Contribution margin (price —
variable cost)

Annual fixed costs allocated
to enterprise

Expected annual units sold

Estimated annual return
before owner
labor/management

Breakeven Point: How many units must you sell before your income covers
your fixed costs?

Breakeven units = annual fixed costs + contribution margin per unit =

Reality Check: If contribution margin is zero or negative, increasing
sales will not solve the problem. Revisit price, product, channel, or
variable cost assumptions.
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Chapter 3 Skill Check

[0 We spoke with potential customers and documented evidence.

[0 Our offer identifies a target customer, channel, price, and differentiation.
[0 Production quantity is tied to capacity and market evidence.

[1 Our price considers cost of production, not competitor price alone.

[0 We identified the next assumption to test before scaling.

Extension source: Ovegon State University Extension explains that costs, customer
willingness to pay, and competition all inform viable pricing.

https://extension.orvegonstate.edu/catalog/em-9361-how-much-can-i-charge-my-

farm-products

Extension source: University of Maryland Extension emphasizes written plans

ntegrating production, marketing, finances, and labor.

https://extension.umd.edu/programs/agriculture-food-systems/program-areas/favm-

and-agribusiness-management/maryland-rural-enterprise-development-

center/business-modules
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Chapter 4

Business Structure &
Legal Considerations

In this section, we look at the basic setup of your business, including
licenses and legal details. You’ll learn about different types of business
structures and what each one means legally. We'll also talk about
working with others, like making partnership agreements and operating
plans. Along with choosing a structure, you’ll learn about business
licenses and tax rules to help you follow the law. Finally, we’'ll cover the
rules for making your products so you meet local, state, and national
requirements. Building a strong business foundation is key to running a
successful farm.

After reviewing this chapter, you will be able to:
* |dentify the most suitable business structure for your operation.
e Obtain all required business licenses and tax numbers.
* Adhere to industry-specific regulations governing product
production and sales.



Questions from an Agent

The decisions you make about ownership, organization, and legal compliance
can have long-term impacts on your operation. Consider the following:

Ownership & Organization
 Who owns the farm, homestead, or agricultural enterprise?
* Who is responsible for making decisions?
e Are multiple individuals involved in ownership or management?
 How will responsibilities be divided among those involved?

Business Structure
e What business structure best fits your goals and situation?
e How much personal liability are you willing to assume?
« How might your chosen structure affect taxes, ownership, and future
growth?

Risk & Liability
* What risks could expose you to legal or financial liability?
e How can those risks be reduced or managed?
e Do you have adequate insurance coverage for your activities?
e Are there situations where professional legal or financial advice may be
beneficial?

Regulations & Compliance
e« What permits, licenses, registrations, or certifications may be required?
* Are there local zoning restrictions that could affect your plans?
e Will you be selling products directly to consumers?
e Are there regulations that apply to your specific enterprises or activities?

Planning for the Future
 How will ownership be transferred if circumstances change?
e Have you documented important agreements and decisions?
e Are there legal or regulatory issues that require additional research?
e What steps can you take now to protect yourself and your operation?
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Business Structures

Key Concepts

Selecting an appropriate business structure can
influence liability, taxes, ownership, and long-term
planning for your farm or homestead.

One of the primary differences among business
structures is whether the owner is personally
responsible for business debts and liabilities.

A sole proprietorship is the simplest structure,
where a business is owned and operated by one
individual.

o The owner assumes responsibility for all
business obligations, including debts and
losses.

A partnership is a business owned by two or more
individuals and may be structured as a general or
limited partnership.

o Partners typically share profits, responsibilities,
and liabilities.

A Limited Liability Company (LLC) combines
aspects of partnership and corporate structures
and may provide liability protection for owners.

o Owners are generally not personally responsible
for business liabilities, while income and
expenses are commonly reported through
personal tax returns.

In a corporation, the business is legally separate
from its owners and must comply with additional
business, tax, and recordkeeping requirements.

o Owners are generally not personally responsible
for corporate liabilities

Practical Application

Evaluate how your farm or homestead is currently
owned and managed, and determine whether a
different structure may better support your goals,
liability concerns, tax considerations, or future
plans.
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Operating and Partnership Agreeements

Key Concepts

* When multiple individuals are involved in owning or managing an
operation, it is important to clearly document expectations,
responsibilities, and decision-making processes.

e Written agreements can help prevent misunderstandings and provide
guidance if circumstances change.

e Consider having agreements reviewed by a qualified attorney to
ensure they reflect applicable laws and meet the needs of the
operation.

Practical Application
e Written agreements can be customized to fit your operation but may
include:

o

Clearly defined roles and responsibilities for each individual
involved in the operation.

A description of how income, expenses, profits, and losses will be
shared or managed.

Procedures for making decisions, including which decisions require
agreement from all parties.

Documentation of financial contributions, assets, equipment, land,
or other resources provided by each individual.

A process for resolving disagreements or conflicts.

A plan for how ownership or involvement will be handled if
someone leaves the operation.

Considerations for succession planning and future transitions.

The duration of the agreement and conditions under which it may
be modified or terminated.
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Registration for Tax Purposes

Key Concepts

e Registration requirements vary based on the
structure of your operation, whether products or
services are sold, and whether employees are
involved.

e Many operations obtain an Employer Identification
Number (EIN) from the Internal Revenue Service
(IRS), which may be used for business
identification, banking, hiring employees,
licensing, and tax reporting.

e State requirements for business registration and
tax identification vary. Check with your state's
department of revenue for guidance.

Practical Application
e Register your agribusiness with the state and
federal government if applicable.

Licensing & Permits

Key Concepts

e Licensing, permitting, and registration
requirements vary by state, locality, enterprise
type, and marketing method.

e Certain agricultural activities may require permits,
inspections, certifications, or registrations at the
federal, state, or local level.

e Requirements often depend on what products are
produced, how they are processed, and how they
are marketed or sold.

Practical Application

e Research licensing and permitting requirements
that may apply to your operation.

e Contact your state Department of Agriculture,
Extension office, or other appropriate agencies to
determine what licenses, permits, or registrations
may be needed.



Production Laws & Regulations

Key Concepts

e Many agricultural activities are regulated to protect animal welfare, food safety,
natural resources, and public health.

e Understanding and complying with regulations can help protect your operation
and avoid penalties.

e Requirements vary based on the enterprise, products produced, sales methods,
and location.

e Local regulations may include zoning, land-use restrictions, and building
permits.

e State regulations may include recordkeeping requirements, food safety
standards, pesticide licensing, animal health requirements, and production or
sales permits..

Practical Application
e Contact local zoning, planning, or business offices and your state Department of
Agriculture to determine which regulations apply to your operation.
e Consult your local Extension office for additional guidance.

Succession Planning

Key Concepts

¢ One challenge many farms and homesteads
face is planning for the future if the primary
operator can no longer manage the
operation.

e A succession plan helps prepare for the
future ownership and management of an
operation.

e Succession plans should identify potential
successors and provide guidance for how
and when responsibilities, assets, and
decision-making will transition.

Practical Application
e Consider including a succession plan in your
farm plan to help ensure the long-term
future of your operation.
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Your Next Steps

The decisions you make about ownership, organization, and legal compliance
can influence your operation for years to come. Before moving forward, take
time to complete the following activities and identify any areas that require
additional research or professional guidance.

Complete the Following

e |dentify who owns and manages the operation.

» Define roles and responsibilities for individuals involved in the operation.

e Evaluate business structure options and determine which best fits your
goals.

e Consider the liability risks associated with your operation.

* Review insurance needs for your property, products, and activities.

* |dentify permits, licenses, registrations, or certifications that may apply.

e Research local zoning requirements or land-use restrictions.

e Document any agreements between owners, partners, or family members.

» |dentify situations where legal, financial, or tax professionals may be
needed.

e Record questions that require additional research or clarification.

Before Moving Forward
Consider the following questions:
e Are there any legal, financial, or liability concerns you do not fully
understand?
» What risks could have the greatest impact on your operation?
e Have you identified situations where professional guidance may be
beneficial?
e Are there decisions that should be made before investing additional time or
money?
* What questions still need to be answered?
 What are your next priorities?



Action Activity #4: Become Advisor-Ready

Important: This activity organizes questions and documents; it does not
select a legal entity or provide legal or tax advice.

Step 1. Compare structure needs before choosing a label

Decision factor

Example: Owners and
decision authority

Our facts/questions

Two co-owners; need written
rules for purchases over
$2,500

Professional to verify

Attorney/accountant

Owners and decision
authority

Attorney/accountant

Personal liability exposure

Attorney/insurance
professional

Tax treatment and payroll

Tax professional

Capital contributions and
profit distribution

Attorney/accountant

Exit, disability, death, or
succession

Attorney/estate adviser

Recordkeeping and annual
filings

Attorney/accountant

Lender or investor
expectations

Lender/accountant
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Action Activity #4: Become Advisor-Ready

Step 2. Build a compliance map

For each enterprise or product, identify potential local, state, and federal
requirements that may apply. Record who will verify the information and when
it was confirmed. Focus on identifying questions and information sources
rather than finding every answer immediately. Requirements vary based on
the product, production practices, location, scale, and sales channel.

Possible Possible Possible Who will

Activity/ Where

local state federal confirm/
product sold . . .
issue issue issue date
County
SR Produce FSMA planning
pie: Workplace Zoning and safety and Produce office and
Washed . ] state
roduce box pickup sighage sales-tax Safety Rule .
proau rules applicability | Extension
specialist;
Mar. 10
Consider topics such as:
e Zoning and land-use regulations e Product labeling
e Business registration and tax requirements e Transportation requirements
e Hiring employees e Animal health regulations
e Weights and measures e Agritourism requirements
e Pesticide use e Sales across state lines

e Water use and wastewater management
e Food safety and processing regulations
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Action Activity #4: Become Advisor-Ready

Step 3: Prepare the advisor packet

1 Ownership names and percentages

[0 Farm and personal asset list

O Projected products, volume, and sales locations

[ Draft roles and decision rules

1 Current leases, deeds, contracts, permits, and insurance

[ Financial projections and financing plans

[0 Questions about exit, disability, death, dispute, and succession

Appointment/ Three questions Documents to Target

contact to ask bring date

Which permits may
Example: Local Extension apply? Who regulates Product list, sales

educator them? Which trainings channels, farm map
should we complete?

Mar. 10

Local Extension educator

Attorney

Tax
professional/accountant

Insurance
professional/lender
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Chapter 4 Skill Check

[0 We can explain why a structure may fit our facts, not merely name one.
0 We identified who must verify each legal, licensing, tax, and
insurance question.
[0 Shared ownership will be governed by a written agreement.
[0 We have a dated plan for professional review before registration or
major sales.

Extension source: Penn State Extension vecommends discussing agrvicultural business
structure with an accountant and attorney. hittps://extension.psu.edu/starting-your-
farm/

Extension source: University of Maryland Extension explains that structure affects
liability, taxes, control, and continuity. https://extension.umd.edu/resource/using-

business-organization-structure-limit-your-farms-liability-eb-422
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Chapter 5

Recordkeeping

In this chapter, we focus on keeping accurate records for your farm,
homestead, or agricultural enterprise. Learn how to track important
information such as income, expenses, production, inventories, and
sales. Explore different ways to organize records and understand why
maintaining accurate information is important. Good recordkeeping
supports better decision-making, helps meet tax and regulatory
requirements, and provides a clearer picture of your operation's
performance. Whether your goal is feeding your family, covering costs,
or generating income, keeping detailed records can help you make
informed decisions and plan for the future.

After Reviewing This Chapter, You Will Be Able To:
e Differentiate between common record types and their role in
managing an operation.
e Select a recordkeeping method that fits your needs and goals.
 Develop a plan for maintaining accurate financial and operational
records.



Questions from an Agent

Good records provide valuable information about your operation and can help

guide future decisions. Consider the following questions:

Current Practices
e What information do you currently track?
e How do you organize and store records?
e Are your records easy to access and understand?
e What information is missing from your current system?

Operational Records
e What production activities should be documented?
e What inventories should be tracked?
e What records would help you evaluate the success of your operation?
e How often should records be updated?

Financial Records
e How will you track income and expenses?
e What records will be needed for tax purposes?
e How will you monitor the financial performance of your operation?
e What information will help support future business decisions?

Recordkeeping Systems
e Which recordkeeping method best fits your needs?
e Do you prefer paper records, spreadsheets, software, or a combination?
 How much time can you realistically dedicate to recordkeeping?
 Who will be responsible for maintaining records?

Looking Ahead
e What decisions could be improved with better records?
e Which records are most important for achieving your goals?
e How will you ensure records remain accurate and up to date?
 What changes could improve your current recordkeeping system?
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Why Recordkeeping

Key Concepts

e Accurate records help you track progress,
identify trends, plan for the future, and
make informed decisions.

e Good records can help meet legal, tax,
and regulatory requirements while
reducing risk.

e Financial records help track income,
expenses, and cash flow, providing a
clearer picture of your operation's
financial health.

Practical Application
e Create a recordkeeping checklist by
identifying the records you need to
maintain for your operation.
e Set a schedule for reviewing and updating
records on a regular basis.

Record Types

Key Concepts

e Financial records track income,
expenses, taxes, loan payments, and
other financial obligations.

e Production records document activities,
inputs, and outputs related to crops,
livestock, gardens, or other
enterprises.

e Sales records track customers,
products, quantities sold, and payment
information when applicable.

Practical Application
e Maintain organized records for
financial, production, and sales
activities using a system that works for
you, whether paper-based or digital. g4



Choosing a Recordkeeping System

Key Concepts
e Paper-based systems are simple and familiar, making them a good

option for many small farms and homesteads. However, they can be
difficult to organize, require storage space, and may increase the risk of
errors.

Spreadsheets such as Excel or Google Sheets are flexible, affordable
tools that can help organize records, perform calculations, and track
information over time. Some training may be needed to use these tools
effectively.

Farm management software offers specialized features such as financial
tracking, inventory management, and reporting. These programs can be
useful for operations that need more detailed records but may require
additional technology, training, or expense.

Many operations use a combination of systems. For example, production
records may be kept on paper while financial records are maintained in
spreadsheets or software.

Practical Application
e Consider the size and complexity of your operation, your comfort with

technology, and the time available for recordkeeping when selecting a
system.
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Financial Records

Key Concepts

e Financial records are important for understanding the financial health of your
operation.

e Records should include documentation of income, expenses, purchases,
investments, and sales, as applicable.

e Common financial records include balance sheets, income statements, cash
flow budgets, enterprise budgets, and net worth statements.

e Financial management will be covered in greater detail in Chapter 6.

Practical Application
e Use your preferred recordkeeping system to maintain accurate financial
records for your operation.
e Consider using enterprise budgets or other planning tools to evaluate and
manage financial performance.

Meeting Legal & Tax Requirements

Key Concepts

e Maintain records of any licenses,
permits, certifications, or registrations
required for your operation.

e Financial records can support tax
preparation and help document eligible
deductions.

e Records related to health, safety,
pesticide use, livestock treatments, or
other regulated activities may be
required to demonstrate compliance.

Practical Application
e Maintain a calendar of important tax,
licensing, and reporting deadlines.
e Keep legal and regulatory documents
organized in a dedicated folder or
digital filing system.
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Your Next Steps

Accurate records are only valuable if they are organized, maintained, and used
to inform decisions. Before moving forward, establish a recordkeeping system
that supports your goals and the needs of your operation.

Complete the Following

Identify the types of records that are important for your operation.
Determine which financial records should be maintained.

Determine which production or operational records should be maintained.
Select a recordkeeping method that fits your needs and preferences.
Establish a system for organizing and storing records.

Identify who will be responsible for maintaining records.

Develop a schedule for updating records.

Create templates, spreadsheets, or forms needed for recordkeeping.
Identify records that may be required for taxes, regulations, or
certifications.

Begin documenting key activities, expenses, and production information.

Before Moving Forward
Consider the following questions:

Will your recordkeeping system provide the information needed to make
decisions?

Is your system simple enough to be maintained consistently?

What records will be most valuable in evaluating progress toward your
goals?

What information would you want available if an unexpected problem
occurred?

Are there gaps in your current records or tracking methods?

What steps can you take to make recordkeeping a regular habit?
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Action Activity #5: Keep 30-Days of Records

Objective: A recordkeeping workflow tested with real or practice
transactions, including reconciliation and backup.

Step 1. Choose the minimum viable system

Tool/ Person Entry Backup/

location responsible frequency review

Farm checking

Cloud backup;
Example: Expenses software + .
. . Casey Every Friday monthly
and receipts scanned receipt e
reconciliation
folder
Income and

customer payments

Expenses and
receipts

Production/input
records

Inventory and sales
quantities

Labor/payroll or
owner time

Permits,
certifications, and
safety records
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Action Activity #5: Keep 30-Days of Records

Step 2. Apply consistent transaction rules

For every transaction capture: date, vendor/customer, amount, payment method,
category, enterprise, quantity/unit when relevant, business purpose, and
receipt/invoice location. Keep farm and household transactions distinguishable.

c .- . Document
Date Description Income Expense Category Enterprise
saved?
Example: Drip tape i $186.40 Production Produce Yes - PDF
Mar. 7 purchase ' supplies boxes receipt

Step 3: Reconcile and audit

[0 Compare entries with bank/credit statements.

O Investigate missing, duplicate, or uncategorized transactions.
[0 Match sales totals to deposits and unpaid customer balances.
(1 Review production quantities against inventory and sales.

[0 Back up digital records or store paper copies securely.

[0 Record corrections without destroying the audit trail.

30-day result Response

Delivery fees exceeded margin on
Example: One decision the records helped us make the farthest route, so we
combined two pickup sites

Transactions entered on schedule Yes / Partly / No

Bank or cash account reconciled Yes / Partly / No

Receipts/documents retrievable within two minutes | Yes / Partly / No

One decision the records helped us make

One system improvement for next month
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Chapter 5 Skill Check

[0 The recordkeeping system captures financial, production, and sales
information needed for decisions.

[0 Each person knows what to enter, when, and where.

[0 We reconciled the records to an independent statement or cash count.
[0 We can retrieve supporting documents and recover from loss.

Extension source: Penn State Extension describes production, expense, income, and

weather records as inputs for tax, insurance, and management needs.

https://fextension.psu.edu/record-keeping-as-a-form-of-risk-management
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Chapter 6

Financials

lIn this chapter, we will explore the basics of financial management for
your farm, homestead, or agricultural enterprise. You'll learn about key
financial concepts such as income, expenses, budgeting, and cash flow.
We'll also discuss planning for future expenses, managing debt, and
using financial information to support decision-making. Regardless of
your goal, understanding your finances can help you use resources
wisely, plan for the future, and respond to unexpected challenges. A
strong financial foundation supports the long-term success and
sustainability of your operation.

After reviewing this chapter, you will be able to:
e Develop a system for tracking financial transactions.
» Create a budget that includes anticipated income and expenses.
e Organize financial records needed for decision-making and tax
purposes.



Questions from an Agent

Understanding your finances can help you make informed decisions and plan
for the future. Consider the following:

Income & Expenses
e What sources of income help support your operation?
e What are your largest expenses?
* Which expenses occur regularly?
e Do you know roughly what your operation costs each year?

Budgeting & Planning
e Do you have a plan for managing expenses?
e How will you pay for large purchases or unexpected costs?
* What financial goals are most important to you, and how will you know if
you're making progress?

Cash Flow
e When do most of your expenses occur?
« When does money typically come into the operation?
» Are there times of the year when expenses may exceed income?
e How will you prepare for those periods?

Investments & Financing
» Are there purchases or improvements you hope to make in the future?
e How will those purchases be funded?
e Will outside financing be needed?

Financial Records
e What financial information should you track?
 How will you organize income and expense records?
e What records will be needed for taxes or future planning?

59



Financial Goals

Key Concepts
e Financial goals should be specific, measurable, achievable, relevant, and
time-bound (SMART).
e Short-term goals help address immediate needs while supporting longer-term
objectives.
e Financial goals should align with the overall vision and priorities of the
operation.

Practical Application
e If income generation is one of your goals, define income targets and outline
steps to achieve them.
* Develop a savings plan to build reserves for emergencies, maintenance, or
future investments.

Income

Key Concepts

e Income includes revenue generated by the operation, such as sales of crops,
livestock, products, services, or other farm-related activities.

e Diversifying income sources can help reduce the impact of changes in
production, weather, or market conditions.

e Accurate income records support informed decisions about pricing,
production, and future investments.

e Seasonal variations in income and expenses should be monitored to support
effective financial planning.

e Additional sources of income, such as grants, cost-share programs, or other
assistance programs, may help support the operation.

Practical Application
e Establish a recordkeeping system to track income by category (e.qg., livestock
sales, produce sales, agritourism, grants, or other sources).
e Review income records regularly to identify trends and evaluate progress
toward your goals.
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Expenses

Key Concepts

e Expenses include all costs associated with operating the farm or
homestead, such as supplies, utilities, maintenance, equipment, and
labor.

e Categorizing expenses into groups, such as production, marketing,
equipment, or household-related expenses, can help identify spending
patterns.

e Variable costs, such as feed, seed, or fuel, change based on
production levels, while fixed costs, such as loan payments, insurance,
or property taxes, tend to remain consistent.

e Understanding the difference between fixed and variable costs can
improve budgeting and financial planning.

Practical Application
e Use a recordkeeping system to track expenses and categorize them
by type or enterprise.
* Review expenses regularly to identify trends, plan for future
purchases, and evaluate opportunities to improve efficiency or reduce
costs.
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Budgeting

Key Concepts

e A farm budget outlines expected income and expenses, helping guide
spending, investments, and financial decisions throughout the year.

e Budgets may include categories such as operating expenses, equipment
purchases, improvements, and projected income from products, services, or
other farm activities.

e Enterprise budgets, often developed by agricultural economists and
Extension specialists, can help estimate the costs and returns associated
with specific enterprises and support planning decisions.

Practical Application
e Create an annual budget that includes expected expenses (fixed and
variable) and projected income, if applicable.
e Consider using enterprise budgets and other planning tools to support
financial decision-making.

Debt & Loan Management

Key Concepts

e Borrowing can help fund land,
equipment, livestock, infrastructure, or
other farm investments, but loans
should be managed carefully.

e Interest rates affect the total cost of
borrowing and may influence decisions.

e Structured repayment plans help ensure
timely payments and support long-term
financial stability.

e Monitoring debt levels can provide
insight into the financial health of your
operation.

Practical Application
e Compare financing options based on
interest rates, repayment terms, and
overall costs before borrowing.
e Track loan balances, payment due
dates, and repayment progress using
your recordkeeping system
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Measuring Success

Key Concepts

e Evaluating financial performance helps determine whether an
enterprise is meeting its intended goals and making effective use of
resources.

e Comparing the costs and returns of different enterprises can help
identify strengths, challenges, and opportunities for improvement.

e Resources such as time, money, land, and labor should be allocated to
activities that best support the goals of the operation.

» Profitability is one measure of success, but other goals, such as food
production, lifestyle benefits, or conservation outcomes, may also
influence decision-making.

Practical Application
* Create budgets for each enterprise and track associated income and
expenses, when applicable.
e Review financial records regularly to identify trends and evaluate
enterprise performance.
e Use financial information to guide future decisions about investments,
production levels, and resource allocation.
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Tax Planning

Key Concepts

e Tax credits and deductions may help
reduce tax liability and improve the
financial health of your operation;
however, eligibility varies based on
your operation, income, activities,
and applicable tax laws.

e Accurate records of income and
expenses support tax compliance
and help ensure eligible deductions
are not overlooked.

e Filing taxes correctly and on time can
help avoid penalties and other
complications.

e Tax planning is an important part of
financial management and can help
prepare for future purchases,
investments, or other financial goals.

Practical Application

e Maintain organized records of
income, expenses, receipts, invoices,
and other financial documents
throughout the year.

e Consider working with a tax
professional familiar with agricultural
operations and applicable tax
regulations.

* Review financial records regularly to
ensure they are complete and ready
for tax preparation.



Financial Statements

Key Concepts

e Financial statements provide a
snapshot of the financial health of
your farm, homestead, or
agricultural operation.

e The three primary financial
statements are the balance sheet,
income statement, and cash flow
statement.

e Together, these statements can
help you understand net worth,
financial performance, and future
financial needs.

The Balance Sheet

Key Concepts
e A balance sheet lists assets,

liabilities, and net worth at a
specific point in time.

e Assets include property,

equipment, livestock, cash, and
other items of value owned by or
owed to the operation.

Liabilities include loans, debts, and
other financial obligations.

e Agricultural balance sheets often

separate assets and liabilities into
current, intermediate, long-term,
and personal categories.

Practical Application
e Update your balance sheet

annually using the same date each
year to allow for meaningful
comparisons over time. December

31 or January 1 are commonly

used dates. 65



The Balance Sheet: Assets

Key Concepts

Balance sheets typically categorize assets as current, intermediate, long-
term, or personal.

Current assets are expected to be used, sold, or converted to cash within
one year. Examples include checking account balances, inventories,
supplies, prepaid expenses, and accounts receivable.

Intermediate assets have a useful life of one to ten years and may include
machinery, equipment, vehicles, and breeding livestock.

Long-term assets have a useful life greater than ten years and typically
include land and buildings.

Personal assets include items not directly related to the operation, such
as retirement accounts, personal vehicles, or other personal property.

The Balance Sheet Liabilities

Key Concepts

Balance sheets also categorize liabilities as current, intermediate, long-
term, or personal.

Current liabilities are debts due within one year, such as accounts payable,
operating loans, and loan payments due during the year.

Intermediate liabilities are loans with repayment terms of one to ten years
and often include loans for machinery, equipment, vehicles, or breeding
livestock.

Long-term liabilities are loans with repayment terms greater than ten years
and commonly include land or building loans.

Personal liabilities are debts not directly related to the operation, such as

student loans, personal vehicle loans, credit card debt, or home mortgages.
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The Balance Sheet: Totals & Net Worth

Key Concepts
Total assets are the combined value of all current, intermediate, long-

term, and personal assets.

Total liabilities are the combined value of all debts and financial

obligations.

Net worth is calculated by subtracting total liabilities from total assets.
In a properly prepared balance sheet, total assets will always equal total

liabilities plus net worth.

The Balance Sheet: Asset Value

Key Concepts

When preparing a balance sheet, it is
important to determine the value of
each asset.

Two common valuation methods are
market value and cost value.

Market value reflects the estimated
amount an asset could be sold for
under current market conditions, less
any selling costs.

Cost value reflects the original
purchase price of an asset minus
depreciation.

Market value may fluctuate over time
due to changes in asset values, while
cost value provides a more consistent
measure for comparison.

Practical Application

Select a valuation method that best
fits your needs and use it consistently
from year to year. Consistency will
improve the usefulness of your
balance sheet and allow for more
meaningful comparisons over time..
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The Balance Sheet: Liquidity and Solvency

Key Concepts

The balance sheet can be used to evaluate both liquidity and solvency.
Liquidity refers to an operation's ability to meet short-term financial
obligations and access cash when needed.

One measure of liquidity is the current ratio, which is calculated by dividing
current assets by current liabilities.

Solvency refers to an operation's ability to meet its overall debt obligations.

One measure of solvency is the debt-to-asset ratio, which is calculated by

dividing total liabilities by total assets.
The debt-to-asset ratio indicates how much of the operation's assets are
financed through debt.
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The Income Statement

Key Concepts

An income statement summarizes the income and expenses of an
operation over a specific period of time, typically one year.

Income statements help evaluate profitability, identify spending
patterns, and support financial decision-making.

Many farmers use information from their Schedule F tax form to help
prepare an income statement because it includes income sources and
operating expenses for the year.

Tax records do not always provide a complete picture of financial
performance because accounting methods, depreciation, and
inventory changes can affect reported income.

An accrual-adjusted income statement accounts for inventory changes
and depreciation, providing a more accurate measure of farm income.
Income statements can be used to calculate financial performance
measures such as net farm income, return on assets, and return on
equity.

Net farm income represents the return to labor, management, and
equity invested in the operation.

Return on assets and return on equity help evaluate how effectively
farm resources and investments are generating financial returns.
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Cash Flow Statement

Key Concepts

e cash flow statement estimates when
money is expected to enter and leave the
operation over a future period, often the
next year.

e Cash flow statements help identify
periods when income may be lower,
expenses may be higher, or additional
cash may be needed.

e Cash flow statements typically include
three sections:

o Cash from operations: Income from
products or services minus operating
expenses.

o Cash from investing: Purchases and
sales of capital assets such as
equipment, buildings, or land.

o Cash from financing: Borrowing, loan
payments, owner contributions, and
personal withdrawals.

e Cash flow statements can be organized
monthly or quarterly to track expected
income and expenses throughout the
year.

e Comparing projected and actual cash
flow can help identify challenges early
and support better financial decision-
making.

Practical Application

e Create a cash flow statement at the
beginning of the year and update it
regularly as income and expenses occur.

e Review monthly or quarterly cash flow
projections to identify potential
shortages, surpluses, or changes from
your original plan.



Cash Flow Financial Ratios

Key Concepts
e An operation has positive cash flow when incoming revenue is
sufficient to cover upcoming expenses and financial obligations.
e The term debt coverage ratio measures whether the operation
generates enough income to make scheduled loan payments.
e Financial efficiency ratios help evaluate how income is being used
within the operation and can highlight areas for improvement.
¢ Common financial efficiency ratios include:
o Operating expense ratio: The percentage of income spent on
operating expenses.
o Depreciation expense ratio: The percentage of income associated
with equipment, building, and asset depreciation.
o |nterest expense ratio: The percentage of income spent on
interest payments.
o Net farm income ratio: The percentage of income remaining after
expenses are paid.

Practical Application
e Use financial ratios to evaluate the financial health of your operation
and identify opportunities to improve efficiency and profitability.
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Financial Records

Key Concepts

Recordkeeping is an essential part
of managing a successful farm,
homestead, or agricultural
operation.

Recordkeeping systems range from
farm management software to
spreadsheets, notebooks, and
other paper-based methods.

Ease of use, cost, and the ability to
organize financial, inventory, and
production records are important
factors when selecting a system.
Spreadsheet templates, notebooks,
or simple recordkeeping forms can
be effective starting points.
Records should be maintained
regularly to improve accuracy and
avoid end-of-year backlogs.
Reviewing records over time can
help track progress toward farm
goals.

Maintaining Records

Key Concepts

e Enter transactions regularly (at
least monthly) to keep records
current.

e Reconcile records regularly by
comparing them with bank
statements and loan balances to
ensure accuracy.

e Accurate recordkeeping helps
prevent costly errors and
frustration later. Avoid "garbage in,
garbage out."
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Your Next Steps

Strong financial management helps you make informed decisions, prepare for
unexpected expenses, and work toward your goals. Before moving forward,
take time to evaluate the financial needs of your operation and establish a
plan for managing them.

Complete the Following

Identify the primary sources of income and expenses for your operation.
Estimate annual income and expenses for your farm, homestead, or
enterprise.

Develop a budget that reflects your goals and available resources.
Identify fixed and variable expenses.

Consider how seasonal changes may affect income and expenses.
Identify major purchases, improvements, or investments you hope to make
in the future.

Evaluate potential financing needs and funding sources.

Organize financial records and supporting documents.

Establish a process for regularly reviewing financial information.
Identify financial goals for the next year.

Before Moving Forward
Consider the following questions:

Do you understand where your money is coming from and where it is being
spent?

Does your budget reflect your goals and priorities?

Are there expenses that could be reduced or managed differently?

How prepared are you for unexpected costs or emergencies?

What financial risks may affect your operation?

What financial opportunities could help you achieve your goals?

What are your next financial priorities?
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Action Activity #6: Build and Stress-Test a
Financial Snapshot

Outcome: A dated financial snapshot, basic measures, and a seasonal
cash-flow response plan. Use consistent valuation methods and estimates.

step 1. Create the snapshot

Measure Farm amount Calculation or source

Dec. 31 balance sheet: cash,

Example: Current assets $28,000 ; .
receivables, and inventory

Current assets

Current liabilities

Total farm assets

Total farm liabilities

Total assets — total

Farm net worth e
liabilities

Projected annual cash inflows

Projected annual cash
outflows, including debt
service

Beginning cash + inflows

Expected ending cash balance
— outflows




Action Activity #6: Build and Stress-Test a

Financial Snapshot

Step 2: Calculate and interpret

Measure

Formula

Result

What the result
means for our
next decision

Example: Current
ratio

$28,000/ $14,000

We can cover
current obligations,
but will test the ratio
after the planned
purchase

Current ratio

Current assets + current
liabilities

Debt-to-asset ratio

Total liabilities + total
assets

Net farm income

Farm revenue — farm
expenses, accrual adjusted
when possible

Break-even price

Total enterprise cost +
expected units

Term debt
coverage

Repayment capacity +
scheduled term debt
payments

Interpret carefully: Ratios are decision aids, not universal pass/fail grades.
Compare trends over time, use consistent definitions, and discuss
benchmarks and lender expectations with an Extension farm-management

professional or qualified adviser.
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Action Activity #6: Build and Stress-Test a
Financial Snapshot

Step 3: Stress-test seasonal cash flow

Month/quarter of Planned
greatest response and
shortage trigger

Scenario Change to cash

flow

Delay cooler upgrade if
confirmed orders are
below 80% by June 1

Example: Sales price
10% lower

Quarter 3; projected

Annual inflow falls $9,600 shortage $4,200

Base projection

Sales price 10%
lower

Yield/units sold 20%
lower

Major input cost
15% higher

Unexpected repair
or family withdrawal

Chapter 6 Skill Check

[ Our statements use a specific “as of” date or reporting period.

[0 Assets and liabilities are complete and valued consistently.

[0 Our cash-flow plan shows when—not just whether—cash is short.

[0 A trigger tells us when to contact a lender or adviser rather than waiting for a
crisis.

Extenston source: University of Minnesota Extension links the balance sheet to liquidity and

solvency and the cash-flow statement to repayment capacity. hitps://extension.umn.edu/farvm-

finance/ratios-and-measurements

Extension source: Oregon State recommends that farm businesses prepare a balance sheet,

income statement, and cash-flow statement. hittps://extension.oregonstate.edu/catalog/pnw-206-

farm-divect-marketing-financial-management
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Chapter 7

Risk Management

In this chapter, we'll discuss the risks that can affect farms,
homesteads, and agricultural enterprises, and how to prepare for them.
Risks can come from many sources, including weather, pests, market
changes, equipment failures, accidents, or unexpected personal
circumstances. You'll learn what risk management means, how to
identify potential risks, and how to determine which ones deserve the
most attention. We'll also explore strategies for reducing risk, such as
insurance, diversification, emergency planning, and preventative
measures. By the end of this chapter, you'll be better prepared to
respond to challenges and keep your operation moving forward when
things don't go as planned.

After Reviewing This Chapter, You Will Be Able To:
» |dentify potential risks that could affect your operation.
e Assess the likelihood and potential impact of adverse events.
* Develop contingency plans for uncertain situations.
e Reduce exposure to identified risks through preventative measures
and safety practices.



Questions from an Agent

Every farm, homestead, and agricultural enterprise faces uncertainty. Consider
the following questions as you evaluate potential risks and develop strategies
to prepare for them.

Identifying Risks
e What events or circumstances could negatively affect your operation?
e Which risks concern you the most?
e What risks are within your control, and which are outside your control?

Production & Property Risks
« How could weather, pests, diseases, or natural disasters affect your plans?
e Are there equipment, infrastructure, or property issues that could create
problems?
e What resources are most critical to the success of your operation?

Financial Risks
 How would unexpected expenses affect your operation?
e What financial challenges could prevent you from achieving your goals?
e Do you have a plan for managing financial setbacks?

Personal & Family Risks
 What would happen if you became sick or injured?
* Are responsibilities shared among others involved in the operation?
e How might changes in your personal circumstances affect your plans?

Planning & Preparedness
e What steps can you take now to reduce risk?
e Do you have backup plans for major challenges?
e Are there risks that should be transferred through insurance or other
protections?
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The World According to Risk

Risk is not inherently bad; there is often a trade-off between risk and
potential reward.

Risk can be managed, but it is difficult to manage what you do not
understand or measure.

Good information is essential for making informed decisions and
managing risk effectively.

Individuals perceive and respond to risk differently based on their
experiences, goals, and comfort levels.

There is often more than one appropriate way to respond to a risk.

Where to Begin

One common method of classifying risk is to look at risk as it affects the
various functions on a farm:

Production

Marketing

Finance

Human Resources

Legal [Remember—there is tremendous overlap and interaction between
these categories.
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Production Risk

Key Concepts

e Production risk includes any
uncertainty that affects the ability of
an operation to produce crops,
livestock, products, or services as
planned.

e Production risks can affect yields,
quality, animal performance,
production costs, and overall success.

e Crop production risks often result
from weather, disease, insects,
weeds, and other biological factors.

e Livestock production risks may
include disease, parasites, predators,
adverse weather, injuries, or
reproductive challenges.

Examples & Practical Application
1.Environmental Risk
a.Drought (too dry)
b.Excess moisture (too wet)
c. Temperature (too hot or too cold;
improper chilling hours; etc)
2.Biological Risk
a. Diseases
b. Weeds
C. Pests
3. Operational Risks
a.0ld and unreliable machinery
b.Increasing input costs (diesel,
fertilizer, etc.)
4. Infrastructure Risks
a.Damage to facilities
b.Power Outages



Marketing & Financial Risk
Key Concept

Financial and marketing risks include any
uncertainty that affects farm income,
expenses, cash flow, borrowing, or the sale
of products and services.

Prices received for products can fluctuate,
creating uncertainty in revenue.

Input costs, such as seed, feed, fertilizer,
fuel, or supplies, may increase unexpectedly
and affect profitability.

Changes in consumer preferences, market
trends, or demand can influence sales
opportunities and pricing.

Access to reliable markets, buyers, lenders,
and financing can impact the success and
growth of an operation.

Global events, economic conditions, weather,
and trade disruptions can influence both
input costs and market prices.

Financial and marketing risk also involve
making decisions about borrowing, investing,
pricing, and when and where to sell
products.

Examples & Practical Application

Marketing Risks

o Changes in product prices

o Rising input costs

o Loss of a buyer or market outlet
o Shifts in consumer demand

o |ncreased competition

Financial Risks
o Difficulty obtaining loan approval
o Poor debt structure or loan terms
o High debt levels
o Cash flow shortages
o Poor credit history
o High consumer or credit card debt
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Human Resource Risk

Key Concepts

e Human resource risk includes any uncertainty related to the people
involved in the operation.

* The health, skills, availability, relationships, and decision-making of
individuals can affect farm success.

e Major life events, such as illness, disability, death, retirement, or
divorce, can significantly impact farm operations.

e Challenges involving family members, business partners, employees, or
volunteers can affect productivity, communication, and long-term
stability.

* Planning for labor needs, leadership transitions, and unexpected life
events can help reduce human resource risk.

Examples & Practical Application
o Off-farm employment opportunities that reduce available labor
* Poor health, injury, disability, or unexpected life events
e Availability, reliability, or cost of hired labor
e Lack of a written operating plan
e Lack of a retirement or succession plan
e Challenges associated with working with family members or business
partners
e Exhaustion, stress, and burnout
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Legal Risk

Key Concepts

Legal risk includes any activity or
event that could result in legal action,
financial penalties, or regulatory issues
for the operation.

Risks can arise from business
structure, ownership arrangements,
liability exposure, and estate or
succession planning.

Contracts can create risk if
responsibilities, expectations, or terms
are unclear or not followed.

Liability risks may occur when people,
animals, property, or products cause
injury or damage.

Compliance with local, state, and
federal laws is essential for
maintaining the operation's legal
standing.

Environmental concerns and land-use
issues can also create legal challenges
if not properly addressed.

Examples and Practical Applications

Contract requirements
Product liability

Personal or employee liability
Property title/ownership
entanglements
Environmental regulations
Farm succession planning and
generational transfer
Urban/rural interaction issues
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Risk Management

Key Concepts

e Risk management involves identifying,
evaluating, and responding to risks that may
affect the success of your operation.

e Effective risk management helps protect
income, assets, and the long-term
sustainability of the farm.

e Risk and potential reward are often
connected, and successful operators learn
how to balance both when making decisions.

Not all risks can be eliminated, but many can be
reduced, transferred, or planned for in advance.

1) Identification & Assessment

» Review your farm's assets, operations, and resources. A thorough
inventory can help identify areas of potential risk.

» Regularly identify and categorize risks to better prepare for future
challenges.

» Evaluate the likelihood and potential impact of each risk. Consider
rating risks as high, medium, or low priority to help determine
where to focus your efforts.

Questions to Consider

o Production risks: What natural events, equipment failures,
diseases, or other challenges could affect production?

o Marketing risks: How could changes in prices, demand,
competition, or market access affect your operation?

o Financial risks: Could cash flow shortages, rising costs, debt
levels, or limited access to credit affect financial stability?

o Human resource risks: Are there concerns related to labor
availability, health, burnout, retirement, or family dynamics?

o Legal risks: Could contracts, regulations, liability concerns, or
ownership issues create legal challenges?
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2) Treatment & Implementation

» Develop action steps to reduce priority risks and establish realistic
timelines for implementation.

« Determine what resources, time, and assistance may be needed to
carry out each risk management strategy.

« Focus first on risks that are most likely to occur or would have the
greatest impact on your operation.

Examples of Risk Management Strategies

o Production risk: Diversify enterprises, improve pest or
disease management, maintain equipment, or consider
insurance options.

o Marketing risk: Diversify sales channels, develop new
customer relationships, or use contracts when appropriate.

o Financial risk: Build emergency savings, manage debt
carefully, maintain accurate financial records, and develop
cash flow projections.

o Human resource risk: Cross-train workers or family
members, create written operating procedures, and develop
succession or contingency plans.

o Legal risk: Review contracts, maintain required licenses and
permits, ensure regulatory compliance, and consider
appropriate insurance coverage.



3) Evaluation

Regularly evaluate whether your risk management strategies are
effectively reducing identified risks.
Track relevant measures, such as financial performance, production
outcomes, equipment reliability, or other indicators important to your
operation.
After significant events such as severe weather, market disruptions,
equipment failures, or labor challenges, review how well your plans
worked.

o Did the event have a greater or lesser impact than expected?

o What worked well?

o What changes could improve your response in the future?
Involve family members, employees, business partners, or other
stakeholders when evaluating risk management strategies.

Establish a regular schedule to review and update risk management plans

as conditions, goals, and operations change.
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Your Next Steps

While risks cannot be eliminated entirely, they can often be anticipated and
managed. Before moving forward, take time to identify the greatest risks
facing your operation and develop strategies to reduce their impact.

Complete the Following

Identify the major risks that could affect your operation.

Assess the likelihood and potential impact of each risk.

Prioritize risks that require immediate attention.

Identify strategies to reduce or manage identified risks.

Evaluate insurance needs and available risk management tools.

Develop contingency plans for high-priority risks.

Review safety practices and identify areas for improvement.

Identify people, organizations, or resources that could provide assistance
during an emergency.

Document action steps for responding to unexpected events.

Before Moving Forward
Consider the following questions:

Which risks pose the greatest threat to your goals?

Are there risks that could be reduced through better planning or
preparation?

How prepared are you to respond to an unexpected challenge?

Are there areas where additional information or assistance is needed?
What actions can you take now to improve the resilience of your operation?
What risk management strategies should be prioritized moving forward?
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Action Activity #7: Build a Prioritized Risk
Register

Outcome: A short list of farm risks with owners, triggers, treatments, and
review dates.

Step 1. Identify and score

Use a 1-5 scale for likelihood and impact. Priority score = likelihood x impact.
Consider production, marketing, financial, human, and legal risk, including
interactions among categories.

Likelihood Impact

1.5 1.5 Score Current controls

Risk event Category

Annual service;
backup repair
contact; emergency
reserve

Example: Irrigation
pump fails during peak | Production 3 5 15
harvest

Step 2. Treat the top three

Choose a treatment: avoid the activity, reduce likelihood or impact, transfer/share
through insurance or contract, or retain with reserves and a contingency plan.

o Trigger or
Priorit . . . .
risk y Treatment/action Owner early Deadline Residual risk
warning
Reduce: preseason Moderate -
Example: . . Pressure drops
.o inspection and rental may not
Irrigation . Jordan or pump cycles | Apr. 1 . .
. written backup- . be immediately
pump failure irregularly

rental plan available
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Action Activity #7: Build a Prioritized Risk
Register

Step 3. Run a tabletop scenario
Select the highest-priority risk and walk through the first 24 hours, first week, and
recovery period. Identify who decides, who communicates, what record is needed,
what backup resource is available, and what condition activates the plan.

Actions/decisions

People and
contacts

Records/
resources

Example: First 24
hours

Stop irrigation, diagnose
safely, call repair and rental
providers, prioritize high-
value blocks

Jordan; pump
technician; Extension
educator

Equipment
manual, field map,
vendor list, cash
reserve policy

First 24 hours

First week

Recovery/review

Chapter 7 Skill Check

[0 We considered all five major farm risk categories.
[ Priority is based on likelihood and impact rather than worry alone.
[0 Each top risk has an owner, deadline, and trigger.
I Insurance is not our only risk strategy.
[0 We scheduled a review after an event and at least annually.

financial, legal, and human visk for new and beginning farmers.

Extension source: Penn State Extension’s rvisk checklist addvesses production, marketing,

farmers/

https://extension.psu.edu/building-a-risk-management-toolkit-for-new-and-beginning-
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Chapter 8

Capital Investments

This chapter focuses on making thoughtful decisions about major
purchases and improvements for your farm, homestead, or agricultural
enterprise. Capital investments may include land, equipment, buildings,
infrastructure, livestock, or other assets that support your goals and
improve the operation over time. Making informed investment decisions
can help increase efficiency, reduce costs, expand opportunities, and
improve long-term sustainability. When considering a major purchase, it
is important to evaluate the expected benefits, costs, financing options,
and how the investment aligns with your future plans. With careful
planning, capital investments can help your operation grow and adapt
as your needs change.

After Reviewing This Chapter, You Will Be Able To:
» Evaluate the costs and benefits of potential capital investments.
e Develop a multi-year capital improvement plan with estimated costs
and timelines.
e |dentify strategies for maintaining equipment and infrastructure to
reduce downtime and unexpected expenses.



Questions from an Agent

Capital investments can shape the future of your operation for years to come.
Consider the following questions as you evaluate potential purchases and
improvements.

Current Assets
e What equipment, infrastructure, or assets do you currently have?
e Are your current resources meeting your needs?
e What assets require repair, replacement, or improvement?

Future Needs
e What purchases or improvements would help you achieve your goals?
e Which investments are needs, and which are wants?
 How might your needs change over the next several years?

Evaluating Investments
¢ How will the investment benefit your operation?
e Will it save time, reduce costs, increase production, or improve quality of
life?
» Are there lower-cost alternatives that could meet the same need?
e |s the investment consistent with your long-term goals?

Financial Considerations
e What will the investment cost?
e How will you pay for it?
e Will financing be required?
e Can your budget support the purchase and ongoing maintenance costs?

Planning for the Future
e Which investments should be prioritized first?
 What maintenance will be required to protect your investment?
e Are there opportunities to share, rent, or borrow equipment instead of
purchasing?
e What actions can you take now to prepare for future investments?
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Capital Investments

Key Concepts
e Capital investments involve purchasing or improving long-term assets such
as equipment, buildings, infrastructure, livestock, or technology.
e These investments can improve efficiency, productivity, safety, or quality of
life on the farm.
e Capital investment decisions should consider the potential benefits, costs,
risks, and long-term goals of the operation.

Practical Application
e |dentify and list the key assets your operation currently relies on and assess
their long-term value.
e Consider how a specific investment, such as equipment, infrastructure, or
technology, could address current challenges or improve operations.

Assessing Key Assets

Key Concepts

e Assessing current assets involves
evaluating the resources your operation
already owns to determine their
condition, value, and usefulness.

e Understanding the lifespan,
maintenance requirements, and
performance of existing assets can help
identify opportunities for repair,
replacement, or improvement.

e Evaluating current assets helps prioritize
future investments and supports
efficient use of available resources..

Practical Application
* Inventory your current assets, noting
their age, condition, and performance.
e Evaluate whether existing assets meet
your current and future needs or present
challenges due to age, inefficiency, or

maintenance requirements.
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Prioritizing Capital Needs

Key Concepts

e Prioritizing capital needs involves
determining which investments
will have the greatest impact on
the operation's goals, efficiency,
sustainability, or profitability.

e Itis important to evaluate the
costs, benefits, and expected
return of each potential
investment.

e Factors such as urgency, cost,
available resources, and
expected benefits should be
considered when deciding which
investments to make first.

e Some investments may be
critical for maintaining current
operations, while others may
support future growth or
improvements.

Practical Application

e Create a list of potential capital
investments and rank them
based on urgency, cost, and
expected benefits.

e« Compare investment options to
ensure available resources are
directed toward the areas that
will have the greatest impact on
your operation.



Return on Investment

Key Concepts

e Return on Investment (ROI) is a way to evaluate the value gained from
an investment compared to its cost.

e ROI can help determine whether an investment is meeting its intended
purpose, such as increasing income, reducing expenses, saving time,
improving efficiency, or enhancing safety.

e A higher ROI generally indicates a greater return relative to the
investment cost.

e Factors that influence ROI include the initial investment amount,
ongoing costs, expected benefits, and the time required to realize
those benefits.

Practical Application

e Evaluate major investments by comparing their costs to the benefits
they provide, such as increased productivity, reduced expenses,
improved safety, or additional income.

e Periodically review past investments to determine whether they met
expectations and identify lessons for future decision-making.

 When considering new investments, focus on those that align with
your goals and have the potential to provide meaningful long-term
benefits.



Capital Investment Plan

Key Concepts

e A multi-year capital investment plan helps
identify future equipment, infrastructure,
livestock, land, or technology needs and
align them with the long-term goals of the
operation.

e Planning ahead allows you to anticipate
future needs and make investments
gradually rather than reacting to
unexpected challenges.

e Future investment needs may be
influenced by changes in production goals,
available resources, market conditions,
technology, or family and lifestyle
priorities.

e Regularly reviewing your financial situation
and available resources can support
informed investment decisions while
maintaining financial stability.

Practical Application

e Develop a long-term investment plan that
identifies future needs and potential
funding sources.

e Estimate the expected benefits of planned
investments, such as increased income,
cost savings, improved efficiency,
enhanced safety, or reduced labor
requirements.

e Consider setting aside funds regularly to
help prepare for future purchases, repairs,
replacements, or improvements.



Financing Options

Key Concepts

e Capital investments can be financed through loans, leases, grants, cost-
share programs, or personal savings.

e Each financing option has different requirements, costs, benefits, and
repayment obligations.

e Understanding the advantages and disadvantages of each financing
method can help you select the option that best fits your goals and
financial situation.

e Evaluating the long-term financial impact of financing decisions can help
maintain financial stability and support future growth or improvements.

Practical Application

e Explore available financing options, including traditional lenders,
government programs, grants, cost-share opportunities, and personal
savings.

e Compare financing options by considering interest rates, fees, repayment
terms, and overall cost.

e Consider how each option may affect cash flow, financial flexibility, and
long-term goals before making a decision.
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Your Next Steps

Major purchases and improvements can have a lasting impact on your
operation. Before moving forward, take time to evaluate your current needs,
future goals, and available resources to ensure investments are made
strategically.

Complete the Following

Inventory major equipment, infrastructure, and assets currently available.
Identify assets that require repair, replacement, or improvement.
Develop a list of desired purchases or capital improvements.

Prioritize investments based on their potential impact and urgency.
Estimate the costs associated with each proposed investment.

Identify potential funding or financing sources.

Develop a multi-year capital improvement plan with estimated timelines.
Evaluate maintenance needs for existing equipment and infrastructure.
Create a plan for reducing equipment downtime and unexpected repair
costs.

Before Moving Forward
Consider the following questions:

Which investments are most critical to achieving your goals?

Are there lower-cost alternatives that could meet your needs?

Can you afford the purchase, maintenance, and operating costs associated
with the investment?

How will the investment improve your operation?

Are there investments that should be delayed until resources become
available?

What are your highest-priority capital improvement projects?
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Action Activity #8: Write an Investment
Decision Brief

Outcome: A transparent comparison of alternatives and a five-year
capital schedule tied to farm goals and cash flow.

Step 1. Define the problem before the purchase

Prompt Response

Current cooler is full during the June harvest peak,

Example: Operational problem
. ? . causing delayed cooling and lost quality

Operational problem or opportunity

Evidence of size/frequency/cost

Required capacity and timing

Goal advanced by solving it

Consequences of delaying one year

Step 2. Compare feasible alternatives

Factor Repair/ Buy Used Buy New Lease Custom
Keep hire/share
Example: Up-front $1,500 $4,000 $8,000 $1,200 $0; pay per
cash/down payment repair down down deposit use

Up-front cash/down
payment

Annual payment or
ownership cost

Operating/repair/labor
cost

Capacity, reliability, and
downtime

Resale value or end-of-
term condition

Effect on peak-season
cash flow

Major risk/unknown
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Action Activity #8: Write an Investment
Decision Brief

Step 3. Estimate the return

Select the highest-priority risk and walk through the first 24 hours, first week, and
recovery period. ldentify who decides, who communicates, what record is needed,
what backup resource is available, and what condition activates the plan.

Annual estimate

$8,000 from reducing product loss

Example: Added revenue and serving 10 additional
boxes/week

Added revenue

Cost savings

Added operating costs

Annualized ownership/financing costs

Estimated annual net benefit

Simple payback: investment cost + annual net beneft

What changes if use, price, yield, or cost is 20% worse?

Caution: A positive simple ROI or payback estimate does not prove the
farm can make payments when due. Review monthly or quarterly cash flow,
taxes, financing terms, risk, useful life, and nonfinancial constraints.
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Action Activity #8: Write an Investment
Decision Brief

Step 4. Five-year capital plan

.. Estimated Funding Decision

Asset/need Why/priority Cost source date

Reduces

. peak-season $4,000
Example: Year 1 e iElLaly loss; supports $20,000 | cash + Nov. 15

cooler .

confirmed term loan

demand

Chapter 8 Skill Check

[0 The decision brief begins with a verified need.

[] At least three alternatives were compared.

O Costs include ownership, operation, financing, and downtime—not purchase price
alone.

[0 We tested a worse-than-expected case and checked seasonal cash flow.

[0 The investment appears in a prioritized five-year plan.

Extension source: Oregon State University Extension’s AgBiz Logic materials describe
analyzing profitability and risk before adopting crops or making long-tevm investments.

https://fextension.oregonstate.edu/catalog/em-9655-agbiz-logic-helps-reduce-risk-long-

term-farm-planning
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Chapter g

Mental Health

In this chapter, we'll explore the importance of mental health and well-
being in agriculture. Managing a farm or homestead can be rewarding,
but it can also bring stress from financial pressures, time demands,
physical labor, unexpected setbacks, and competing personal
responsibilities. We'll discuss strategies for managing stress,
recognizing signs of burnout, and maintaining a healthy balance
between work and personal life. You'll also learn about resources and
support systems that can help during difficult times. Prioritizing your
well-being supports not only your personal health, but also your ability
to care for your family, your operation, and your future goals.

After Reviewing This Chapter, You Will Be Able To:
* |dentify sources of stress that may affect your personal well-being
and operation.
e Develop strategies for managing stress and maintaining resilience.
e Locate mental health and support resources available in your
community.



Questions from an Agent

Managing a farm, homestead, or agricultural enterprise requires more than
physical resources, it also requires taking care of yourself. Consider the
following questions as you work through this chapter.

Stress & Well-Being
e What aspects of your operation create the most stress?
e How do you typically respond to stressful situations?
e Are there times of the year when stress is higher than usual?
 How does stress affect your decision-making, relationships, or overall well-
being?

Work-Life Balance
 How do you balance agricultural responsibilities with work, family, and
personal commitments?
e Do you make time for rest, hobbies, and activities you enjoy?
e Are your expectations for yourself realistic and sustainable?
e What changes could improve your work-life balance?

Support Systems
e Who can you turn to when you need help or support?
* Are responsibilities shared among family members or partners?
e Do you have trusted friends, neighbors, mentors, or professionals you can
talk to?
e What community resources are available to support you?

Building Resilience
e What strategies help you manage stress and setbacks?
e How do you adapt when things don't go according to plan?
e What habits contribute positively to your physical and mental well-being?
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The Importance of Mental Health

Key Concepts

Farming and homesteading can be rewarding, but they can also involve
significant stress related to finances, weather, production challenges,
family responsibilities, and uncertainty.

Stress, anxiety, depression, and burnout can affect anyone involved in
agriculture, regardless of the size or type of operation.

Long work hours, isolation, and the pressure of managing an operation
can contribute to mental health challenges.

Mental health stigma may prevent some individuals from seeking help or
discussing personal struggles with others.

Major life events, financial challenges, health concerns, and transitions in
farm ownership or management can increase stress and affect overall
well-being.

Recognizing signs of stress and seeking support when needed are
important steps in maintaining personal well-being and the long-term
success of the operation.
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What is Stress?

Key Concepts

Stress is a natural response to challenges
or demands, but it can become harmful
when experienced frequently or for long
periods of time.

There are different types of stress,
including acute stress, which is short-
term, and chronic stress, which persists
over time and can affect both physical
and mental health.

Stress can arise from many sources,
including workload, financial pressures,
weather-related challenges, family
responsibilities, or personal relationships.
People experience and respond to stress
differently, so it is important to recognize
your own signs and triggers.

Common signs of stress may include
anxiety, irritability, difficulty
concentrating, sleep disturbances,
fatigue, headaches, or other physical
symptoms.

Understanding stress can help individuals
take proactive steps to manage it and
support overall well-being.

Practical Application

Identify situations, tasks, or events that
commonly cause stress or tension in your
life.

Recognize how stress affects you by
noting changes in your thoughts,
emotions, behaviors, or physical health.
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Farm-Related Stressors

Key Concepts

e Agriculture-related stress can arise from many sources, including weather,
production challenges, financial pressures, market changes, labor shortages,
and family responsibilities.

e The physical demands of farming and homesteading can contribute to
fatigue, burnout, and other health concerns if not managed appropriately.

e Many individuals involved in agriculture carry significant responsibility for
managing people, animals, equipment, land, and finances.

e |solation can be a challenge, particularly for those who work independently or
in rural areas with limited opportunities for social interaction.

e Financial uncertainty, unexpected expenses, and concerns about the future
of the operation can contribute to stress and anxiety.

Practical Application
e Evaluate your workload regularly and prioritize tasks to help maintain
realistic expectations and avoid becoming overwhelmed.
e Build a support network through family, friends, neighbors, agricultural
organizations, community groups, or online communities.
e Identify trusted individuals you can turn to when facing challenges or making
difficult decisions.
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Managing Stress
Key Concepts

Physical health and mental health are
closely connected. Regular physical
activity, balanced nutrition, and adequate
sleep can help improve overall well-being
and resilience to stress.
Stress-management practices such as
deep breathing, mindfulness, meditation,
prayer, journaling, or other relaxation
techniques can help individuals cope with
challenges and maintain perspective.
Time management and prioritization can
help reduce feelings of overwhelm by
focusing attention on the most important
tasks.

Building a support system and seeking
help when needed are important parts of
maintaining mental well-being.
Professional support from counselors,
therapists, coaches, healthcare providers,
or other trusted professionals can be
beneficial during periods of prolonged
stress or significant life challenges.

Practical Application

Experiment with stress-management
techniques and identify the strategies
that work best for you.

Schedule time for rest, hobbies, social
connections, and activities that support
your physical and mental health.

Seek support from trusted individuals or
professionals when challenges become
difficult to manage alone.
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Building Resiliance

Key Concepts

Resilience is the ability to adapt, recover, and move forward when faced
with challenges, setbacks, or unexpected changes.

In agriculture, resilience can include adapting to weather events,
production challenges, market changes, financial pressures, or personal
and family circumstances.

Building resilience often involves reducing dependence on any single
enterprise, income source, customer, or strategy.

Strong support networks, including family, friends, neighbors, mentors,
agricultural organizations, and community groups, can provide valuable
assistance during difficult times.

Financial resilience can be strengthened through careful planning,
emergency savings, appropriate insurance coverage, and maintaining
flexibility in decision-making.

Personal resilience can be supported through stress-management
practices, healthy routines, and maintaining connections with supportive
people.

Practical Application

Identify ways to diversify your operation, income sources, skills, or
resources to reduce vulnerability to unexpected challenges.

Build relationships with individuals and organizations that can provide
guidance, support, or assistance when needed.

Develop an emergency plan and set aside resources, when possible, to
help manage unexpected expenses or disruptions.

Reflect on past challenges and identify lessons learned that can
strengthen your ability to respond to future setbacks.
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Burnout & Crisis

Key Concepts

Burnout is a state of physical, emotional, and mental
exhaustion that can result from prolonged stress,
excessive demands, or a lack of balance between
work and personal life.

Common signs of burnout include fatigue, irritability,
loss of motivation, difficulty concentrating, feelings
of overwhelm, detachment from responsibilities, and
changes in sleep or overall well-being.

Individuals involved in agriculture may be
particularly vulnerable to burnout due to long hours,
financial pressures, physical demands, uncertainty,
and limited time away from responsibilities.
Recognizing the signs of burnout early can help
prevent more serious impacts on personal well-
being, relationships, and the operation itself.
Recovery from burnout often requires rest, support,
realistic expectations, and changes to workload or
routines.

Practical Application

Regularly check in with yourself and others involved
in the operation to assess physical, emotional, and
mental well-being.

Seek support from trusted individuals, agricultural
support organizations, healthcare providers, or
mental health professionals when needed.

Set realistic expectations and break large tasks into
manageable steps to reduce feelings of overwhelm.
Schedule time for rest, recreation, and activities
outside of farming to help maintain balance and
prevent burnout.
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Your Next Steps

Your well-being is one of the most important resources available to your
operation. Before moving forward, take time to identify potential stressors,
strengthen support systems, and develop strategies for maintaining your
mental health.

Complete the Following

* |dentify the primary sources of stress in your life and operation.

e Reflect on how stress affects your well-being and decision-making.

» |dentify healthy coping strategies that work for you.

e Develop a plan for managing stress during busy or challenging periods.

e |dentify individuals who can provide support when needed.

e Research mental health and wellness resources available in your
community.

e Evaluate your current work-life balance and identify areas for
improvement.

e Set one or more goals related to personal well-being.

Before Moving Forward

Consider the following questions:
e Are your current responsibilities realistic and sustainable?
e Do you have a support system you can rely on during difficult times?
e What signs might indicate that additional support is needed?
* What habits contribute positively to your mental and physical well-being?
e How can you make your health and well-being a priority moving forward?
 What actions can you take today to build resilience for the future?
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Action Activity #9: Build a Farm Stress,
Resilience, and Support Plan
Safety note: This activity supports awareness and planning; it does

not diagnose or treat a mental-health condition. If someone may
be in immediate danger, call emergency services. In the United

States, call or text 988 for the Suicide & Crisis Lifeline. Stay with
the person when it is safe to do so, reduce access to immediate
hazards when possible, and connect the person with qualified help.

Outcome: A practical plan that connects farm stressors and warning signs with
workload changes, healthy coping, trusted support, professional care, and crisis
action. Complete it before a high-stress season and revisit it when conditions
change.

Step 1. Recognize stressors, signs, and effects

UGA Extension Circular 1314 emphasizes that stress can appear in the body,
thoughts, emotions, and behavior; can affect health, relationships, safety, and
decisions; and deserves early attention. Think about patterns rather than one
difficult day. Include farm pressures such as finances, weather, workload, injury,
family conflict, isolation, transition, or loss. Note changes that others may notice and
any effect on safe work or sound decisions.

Early signs in body, Effect on work,
Farm or life stressor thoughts, emotions, safety, decisions, or One early response

or behavior relationships

Example: Several Poor sleep, irritability, Rushed repairs and Pause nonurgent
equipment failures in skipped meals, short temper with repairs and triage tasks
one week difficulty concentrating | family with Casey
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Action Activity #9: Build a Farm Stress,
Resilience, and Support Plan

Step 2. Sort what can be acted on now

Stress often grows when every concern feels equally urgent. Separate a practical
next action from an uncertainty that must be monitored or accepted, then name the

support needed.

Concern

Influence
or monitor

Control Now

control

Outside my Next action and

support

Example: Repair
backlog

Call repair
providers and
delegate harvest

Track parts
arrival and

rental options

Exact repair
timing

Call two helpers today;
reassess Friday

Step 3. Protect capacity during the next seven days

Protective action

When/where

Who can help

How | will know it
happened

Example: One task to
delegate

Saturday morning
harvest

Neighboring
farmer and two
paid helpers

Helpers confirm by
Thursday and appear on
the schedule

Sleep/rest boundary

Food, water, movement,
or medical care

One task to postpone,
delegate, or simplify

Connection with a trusted
person

Brief calming or recovery
practice
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Action Activity #9: Build a Farm Stress,
Resilience, and Support Plan

Step 4. Build a support ladder before it is needed

Person/service and
contact

When | will use it

When a farm problem persists
after initial checks or
threatens the crop

Example: Farm problem- County Extension educator -
solving office number saved in phone

Everyday support: friend,
family, peer, faith/community
contact

Farm problem-solving:
Extension educator, lender,
veterinarian, crop adviser

Professional support: primary
care or behavioral-health
provider

Urgent/crisis support: local
crisis service, 988, emergency
services

Step 5. Plan a supportive conversation

If you are worried about someone, choose a private time, describe the changes you
have noticed without judgment, listen, ask directly about immediate safety when
warranted, and connect the person with appropriate help. Do not promise secrecy
when safety may be at risk.

What I noticed How | can op.en the Who can help us Imn'!edl.ate-safety
conversation connect action if needed
Sl Three mhais | have noticed you Casey;.p.rlmary-. Stay with the person
. seem exhausted and | care clinic; 988 if when safe, pause
of little sleep and unsafe i ) .. ,
e are taking risks. How | crisis support is hazardous work, and call
are you doing? needed 988 or emergency
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Chapter 9 Skill Check

[0 | can connect at least one stressor with my early signs and its effect on work,
safety, decisions, or relationships.

[0 My plan includes a specific workload change, healthy coping action, and
trusted person—not willpower alone.

[1 Every level of the support ladder has a real, accessible contact.

[0 |1 can begin a nonjudgmental conversation with someone | am concerned
about and help connect that person to support.

[0 | have a clear threshold for professional help and know what to do in
immediate danger.

Extension sourvce: UGA Extension Circular 1314 addresses farm stress, warning signs,
coping, supporting another person, substance-use concerns, veferval, and crisis
resources. hittps://extension.uga.edu/publications/detail. html?number-Ciz14

Extension source: UGA Extension’s Mental Well-being resourvce hub connects farm
families with research-based education, emergency resources, and favm-stress

supports. https://site.extension.uga.edu/mentalwellbeing/

Extenston source: Additional Extension support: Colorado State University Extension
recommends recognizing strvess responses, dvawing on support, and identifying
coping strategies that helped in previous crises.
https://extension.colostate.edu/resource/coping-with-emotions-after-a-natural-
disaster/

Extenston source: Additional Extension support: University of Minnesota Extension
provides farm and rural stress education and resources for farm families.
https://extension.umn.edu/community/family-and-wellness/rural-stress
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Chapter 10

Assess Your Knowledge

The following section includes several activities to assist you on your
agribusiness journey. Complete the cumulative review to test what
you’'ve learned, and check your answers with the provided key. Walk
through the Master Farm Planning Checklist thinking about your specific
farm or homestead as the example.



Cumulative Review: Can You Use the Farm
Business Tools?

Part 1. Scenario

Riverbend Farm: Jordan and Casey have 12 acres, a well, an older tractor, a small
barn, $18,000 in savings, and off-farm jobs. They are considering vegetables,
pastured poultry, and farm workshops. They have not interviewed customers. They
estimate annual sales of $45,000 but have not included owner labor, delivery time,
insurance, permits, or equipment replacement. Sales would be seasonal. They are
considering financing a $32,000 refrigerated trailer. Receipts are kept in a truck
console. Jordan reports poor sleep and feeling unable to take a day away.

1. Direction and enterprise fit

1. Write one question Jordan and Casey should answer about their values,
household needs, or desired role of the farm before choosing an enterprise.

2. Name two resources or constraints that should be mapped or verified.

3. Identify three types of evidence needed to compare the proposed
enterprises.

2. Market and business plan

1. Write two customer-interview questions that test actual buying behavior.

2.Which missing costs could make the sales projection misleading?

3. ldentify three types of evidence needed to compare the proposed
enterprises.
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Cumulative Review: Can You Use the Farm
Business Tools?

Part 1. Scenario

Riverbend Farm: Jordan and Casey have 12 acres, a well, an older tractor, a small
barn, $18,000 in savings, and off-farm jobs. They are considering vegetables,
pastured poultry, and farm workshops. They have not interviewed customers. They
estimate annual sales of $45,000 but have not included owner labor, delivery time,
insurance, permits, or equipment replacement. Sales would be seasonal. They are
considering financing a $32,000 refrigerated trailer. Receipts are kept in a truck
console. Jordan reports poor sleep and feeling unable to take a day away.

3. Legal, records, and finance

1. Which professionals or offices should be consulted before sales begin, and what
should each verify?

2. Design a weekly routine that replaces the truck-console receipt system.

3. List the statements/calculations needed before financing the trailer and explain why
timing of cash matters.

4. Risk, capital, and well-being

1.ldentify one risk in each category: production, marketing, financial, human, and legal.

2.Name at least three alternatives to buying the refrigerated trailer and one criterion
for comparing them.

3. Write one immediate workload/support action and one threshold for seeking
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Cumulative Review: Can You Use the Farm
Business Tools?

Part 2. Knowledge and Judgement Check | Multiple Choice

1.A SMART goal must include:

A. Marketing B. A measure

plan and deadline C. A financial plan D. A corporation

2.A strong enterprise screen evaluates:

C. Market,
A. Production B. Market only production, D. Personal
only resources, preference only

information, and risk

3.The best first evidence of demand is:

B. Conversations

A. Lik t actual .
.I > on'a abou ac'ua C. A competitor’s D. Acreage
social media purchasing 1000 Jvailable
post behavior and a g

small sales test

4.Business structure should be selected after considering:

A. Liability, tax,

control, B. Farm color C. What your family D. Community
ownership, and scheme thinks Needs
continuity
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Cumulative Review: Can You Use the Farm
Business Tools?

Part 2. Knowledge and Judgement Check | Multiple Choice

5.Reconciliation means:

B. Comparing records

. , . with bank/cash or C. Filing receipts D. Deleting
A. Estimating yield other independent by color errors
evidence

6.Current ratio primarily addresses:

A. Liquidity B. Solvency only C. Branding D. Yield

7.Debt-to-asset ratio primarily addresses:

. h D.L
A. Customer loyalty B. Solvency C. Cash drawer , .abor
accuracy efficiency
8.A risk trigger is:
A. An early warning
or threshold that B. A guarantee C. A tax form D. A slogan

activates a planned
response
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Cumulative Review: Can You Use the Farm
Business Tools?

Part 2. Knowledge and Judgement Check | Multiple Choice

9.A capital comparison should include:

B. Ownership,
A. Ffurchase operat.lng, financing, C. Color and brand only D. Sales
price only capacity, cash-flow, tax only

and risk effects

10.When stress is affecting sleep, decisions, safety, or daily functioning,

a sound
C e e B 8 e
A. Hide it B. Work longer g . b major
emergency/crisis services for
purchase

immediate danger

Part 3. Portfolio defense

Show your nine section artifacts to a peer, educator, or adviser. For each, explain: (1)
the evidence used; (2) the most uncertain assumption; (3) the decision the artifact
supports; and (4) the next revision date.

Artifact review criterion Needs revision
Specific to this farm and dated O O
Based on documented O -
evidence/assumptions
Connects production, market, financial, 0 5
people, and legal considerations
Identifies an owner, trigger/deadline, and 0 5
next review
Usable by another decision-maker or N -
adviser
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Cumulative Review: Answer Guide

Part 1.Scenario Review: Acceptable Evidence

Answers will vary. Credit responses that use farm-specific evidence, disclose
assumptions, connect decisions across sections, and identify who must verify
uncertain or location-specific information.

Item Look for

Household income and time needs; values and quality-of-life goals;
1-3 Direction/fit soil/water/capacity/access; market demand, production fit,
startup/operating cost, labor, regulations, and risk.

Questions about where, how often, how much, attributes, price
4-6 Market/plan actually paid, and reasons for switching; complete cost and labor
assumptions; a specific measure, owner, and date.

Local Extension and zoning/licensing contacts plus attorney, tax,
insurance, and lender review as applicable; scheduled entry,

7-9 Legal/records/finance document capture, reconciliation, and backup; enterprise budget,
balance sheet, income and cash-flow projections, debt repayment
capacity, sensitivity testing.

One credible event in each risk category; repair, rent, lease,
custom hire, share, outsource cold storage, smaller unit, delay;
immediate rest/delegation/support and a clear threshold for
qualified or crisis help.

10-12 Risk/capital/well-being

Part 2. Multiple Choice Answers
1-B; 2-C; 3-B; 4-A; 5-B; 6-A; 7-B; 8-A; 9-B; 10-C.

Part 3. Suggested Proficiency Interpretation

Level Evidence

All nine artifacts are usable; 8-10 knowledge items correct;

Ready to implement . . . .
y P participant explains assumptions and has dated next actions.

Most artifacts are usable; 6-7 knowledge items correct; one or
Ready with coaching more financial, market, legal, or risk assumptions require
Extension/adviser review.

Several artifacts are incomplete; 0-5 knowledge items correct;
Build the foundation first participant should complete targeted activities and meet with
Extension before a large investment or enterprise launch.
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Master Farm Planning Checklist

Chapter 1: Identity & Vision

O Identify the individuals involved in the operation and define their roles and
responsibilities.

[ Discuss long-term involvement and future succession plans.
1 Identify your core values and beliefs related to farming.

[0 Develop a written vision statement.

[0 Develop a written mission statement.

[0 Write short-term (1-2 year) goals for your operation.

[0 Write long-term (5+ year) goals for your operation.

OO0 Complete a SWOT analysis.

[0 Identify action steps needed to achieve your goals.

Chapter 2: Farm Inventory

[0 Research the history of your property or operation.

O Inventory natural resources such as soil, water, pasture, timber, or wildlife
habitat.

I Inventory infrastructure, equipment, buildings, and other physical assets.
[0 Create a farm map showing key resources and assets.

O Identify potential enterprises for your operation.

[0 Evaluate the resources needed to successfully produce and market each
enterprise.

[0 Select enterprises that align with your goals, resources, and interests.

O Identify knowledge and skill gaps related to your chosen enterprises.

(] Develop a plan to gain needed skills and experience.

Chapter 3: The Business Plan

[ Identify your target customers.

[0 Research competitors and market opportunities.

(1 Develop a brand identity for your operation.

[0 Select two or three marketing methods to focus on.
[0 Develop a production plan for each enterprise.

[0 Create a seasonal production calendar.

(1 Develop a preliminary financial plan.
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Chapter 4: Business Structures & Legal Considerations

[J Select an appropriate business structure.

[0 Determine whether business registration is needed for your operation.
(] Obtain an EIN if applicable.

[0 Review required licenses and permits.

O Verify compliance with local zoning and regulations.

[0 Develop written operating or partnership agreements if applicable.

[0 Begin developing a succession plan.

Chapter 5: Recordkeeping

[0 Create a recordkeeping checklist.

[0 Select a recordkeeping system.

[ Establish procedures for maintaining financial records.
[J Establish procedures for maintaining production records.
[0 Establish procedures for maintaining sales records.

[0 Organize legal, tax, and regulatory documents.

1 Create a schedule for reviewing and updating records.

Chapter 6: Financials

[0 Establish income tracking procedures.

1 Establish expense tracking procedures.

O] Create an annual farm budget.

[0 Set financial goals.

[0 Review financing needs and current debt obligations.
[0 Evaluate profitability of each enterprise.

[J Review tax obligations and available programs.
[0 Complete a balance sheet.

[0 Complete an income statement.

[0 Complete a cash flow projection.

[ Calculate key financial ratios.

Chapter 7: Risk Management

O Identify production risks.

O Identify marketing risks.

[0 Identify financial risks.

O Identify human resource risks.

O Identify legal risks.

1 Prioritize risks based on likelihood and impact.
[0 Develop risk management strategies.

[0 Create contingency plans for major risks.

1 Establish a schedule for reviewing and updating risk management plans. 122



Chapter 8: Capital Investments

[0 Inventory major assets and evaluate their condition.
[0 Identify future capital needs.

O Prioritize potential investments.

[0 Evaluate expected costs and benefits of major investments.

(] Develop a multi-year capital investment plan.
[0 Explore financing options for future investments.
[1 Establish a savings or reserve plan for future purchases.

Chapter 9: Mental Health

[0 Identify common sources of stress in your operation.
[0 Recognize personal signs of stress and burnout.

[0 Develop healthy stress-management practices.

[J Build a personal and professional support network.
[0 Identify local and online mental health resources.

(] Develop strategies to improve resilience.

] Create a plan for maintaining work-life balance.

Chapter 10: Additional Resources
O Identify local Extension resources.
[ Identify state and federal agricultural resources.

O Identify commodity-specific organizations relevant to your operation.

(1 Develop a list of trusted advisors and service providers.

Workbook Completion

[0 Completed all workbook chapters.

[0 Reviewed and updated my farm goals.

O Finalized my farm business plan.

O Identified my top three priorities for the next year.

(] Established a timeline for implementing my action plan.
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Reflection Questions for Planning and Growing Your Operation

Questions from an Agent

Chapter 1: Identity & Vision
1. What does success look like for your operation?
2.What motivates you to farm, homestead, or raise livestock?
3.Are the people involved in the operation working toward the same goals?
4.What do you hope your operation will provide for you, your family, or your
community?
5.Five years from now, what would make you feel proud of what you've built?

Chapter 2: Farm Inventory
1.What resources do you already have that you may be overlooking?
2.What is your property's greatest strength?
3.What limitations might make your goals more difficult to achieve?
4.Are you trying to make the farm fit the enterprise, or the enterprise fit the
farm?
5.1f you were starting over today, would you make the same production
choices?
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Chapter 3: The Business Plan
1.What need are you meeting through your operation?
2.What makes your products, services, or approach unique?
3.Are your goals realistic given your available time, resources, and experience?
4.What assumptions are you making that could affect your success?
5.How will you know whether your operation is moving in the right direction?

Chapter 4: Business Structures & Legal Considerations
1.Have you taken steps to protect yourself, your family, and your assets?
2.1f something unexpected happened tomorrow, would others know how the

operation is organized?
3.Are important decisions and agreements documented clearly?
4.What legal or regulatory requirements are easiest to overlook in your
operation?
5.Have you thought about what happens to the operation in the future?

Chapter 5: Recordkeeping
1.What information do you wish you had available when making decisions?
2.Are your records helping you understand your operation, or simply creating
more paperwork?
3.What records would be most difficult to replace if they were lost?
4.How confident are you in the accuracy of your records?
5.What could you do to make recordkeeping easier and more consistent?
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Chapter 6: Financial Management
1.Do you know where your money is going each month?
2.Which parts of your operation create the most value?
3.What expenses surprise you most often?
4.Could your operation withstand an unexpected financial setback?
5.What financial goals are most important to you right now?

Chapter 7: Risk Management
1.What keeps you up at night when you think about your operation?
2.Which risks concern you most, and why?
3.What challenges are you prepared for, and which would catch you off guard?
4.1f a major setback occurred tomorrow, what would your response be?
5.What steps could you take today to reduce future uncertainty?

Chapter 8: Capital Investments
1.What investment would make the biggest difference in your operation today?
2.Are there investments that could save significant time, labor, or frustration?
3.How do you decide when it's time to repair, replace, or upgrade something?
4.What improvements would help you reach your long-term goals?
5.Are your spending decisions supporting the future you envision for your
operation?

126



Chapter 9: Mental Health
1.How are you really doing right now?
2.What situations create the most stress in your life or operation?
3.How do you know when you need a break?
4.Who do you turn to when you need support or advice?
5.What helps you recharge when things feel overwhelming?

Chapter 10: Additional Resources
1.Who are the people you trust most for advice and guidance?
2.Where do you go when you need answers to a problem?
3.What skills or knowledge would help you feel more confident moving
forward?
4.What resources are available that you haven't fully utilized?
5.Who could help you reach your goals faster or more effectively?
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My Top Priorities

After completing this workbook:

The most important action | will take in the next 30 days:

The most important action | will take in the next 6 months:

The most important action | will take in the next year:

The biggest challenge facing my operation:

The resource or person that can help me most:

One thing | learned from this workbook:
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Chapter 11

Closing & Resources

Thank you for reviewing the Cultivating Success workbook. We hope
you have developed a fundamental understanding of agribusiness
planning and development that will serve as a solid foundation in the

future. The following pages contain optional resources to ensure your
understanding of the course content.



In Closing

Thank you for joining us on this journey
through "Cultivating Success." This
workbook is just the beginning of your path
toward building a thriving and sustainable
farm or homestead. By working through the
modules and exploring the practical
applications, you have taken important
steps toward achieving your goals as a new
and beginning farmer.

Remember, Cooperative Extension is here to
support you beyond this workbook. We are
committed to helping you navigate the
challenges and opportunities of
agribusiness.

We hope this workbook has inspired
confidence and provided valuable tools to
cultivate your success. Best wishes for a
fruitful and rewarding future in agriculture!

Need More Help?

Please contact your local Cooperative Extension Service, offered through all
public land-grant universities in the U.S. A full list of Cooperative Extension
affiliates can be found at the following link:
https://landgrantimpacts.org/extension/

Help Us Improve

If you found this workbook helpful, please complete our evaluation survey at
https://uga.questionpro.com/t/Ab98TZ90pd. Your feedback helps us improve future
educational resources and better meet the needs of farmers and homesteaders.
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Extension Sources Used

Extension Resource

University of Georgia
Cooperative Extension

Resource

Resources for Farmers Under Stress and
People Who Care About Them (Circular 1314)

URL

https://extension.uga.edu/publications/detail.html|?
number=C1314

University of Georgia
Cooperative Extension

Mental Well-being Resource Hub

https://site.extension.uga.edu/mentalwellbeing/

University of Georgia
Cooperative Extension

Thriving on the Farm

https://site.extension.uga.edu/thriving/

Colorado State University
Extension

Coping with Emotions After a Natural
Disaster

https://extension.colostate.edu/resource/coping-with-
emotions-after-a-natural-disaster/

University of Minnesota
Extension

Coping with Rural Stress

https://extension.umn.edu/community/family-and-
wellness/rural-stress

Penn State Extension

Communicating With Farmers Under Stress

https://extension.psu.edu/communicating-with-farmers-
under-stress/

eXtension Campus

Agriculture and Animals online course
catalog

https://campus.extension.org/course/index.php?
categoryid=23

Oregon State University
Extension

What Can | Do with My Small Farm? Selecting
an Enterprise for Small Acreages

https://extension.oregonstate.edu/catalog/ec-1529-
what-can-i-do-my-small-farm-selecting-enterprise-small-
acreages

Oregon State University
Extension

Farm-direct Marketing: Costs and Enterprise
Selection

https://extension.oregonstate.edu/catalog/pnw-202-
farm-direct-marketing-costs-enterprise-selection

Oregon State University
Extension

How Much Can | Charge for My Farm
Products?

https://extension.oregonstate.edu/catalog/em-9361-
how-much-can-i-charge-my-farm-products

Oregon State University
Extension

Farm-direct Marketing: Financial
Management

https://extension.oregonstate.edu/catalog/pnw-206-
farm-direct-marketing-financial-management

Oregon State University
Extension

AgBiz Logic Helps Reduce Risk in Long-term
Farm Planning

https://extension.oregonstate.edu/catalog/em-9655-
agbiz-logic-helps-reduce-risk-long-term-farm-planning

Penn State Extension

Farmland Assessment Checklist

https://extension.psu.edu/farmland-assessment-

checklist/

Penn State Extension

Record Keeping as a Form of Risk
Management

https://extension.psu.edu/record-keeping-as-a-form-of-
risk-management

Penn State Extension

Building a Risk Management Toolkit for New
and Beginning Farmers

https://extension.psu.edu/building-a-risk-management-
toolkit-for-new-and-beginning-farmers/

Penn State Extension

Starting Your Farm

https://extension.psu.edu/starting-your-farm/

University of Maryland
Extension

Business Modules

https://extension.umd.edu/programs/agriculture-food-
systems/program-areas/farm-and-agribusiness-

University of Maryland
Extension

Using a Business Organization Structure to
Limit Your Farm’s Liability

https://extension.umd.edu/resource/using-business-
organization-structure-limit-your-farms-liability-eb-422

University of Minnesota
Extension

Ratios and Measurements in Farm Finance

https://extension.umn.edu/farm-finance/ratios-and-
measurements
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