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Module 4: Financial Management 
The following draws heavily from the Building Farmers in the West curriculum . 1

All businesses require three different kinds of strengths: passion for the product, marketing, and accounting. 
However, it’s incredibly rare for one human to have all three of those characteristics. As entrepreneurs, we all 
typically have passion for the product. Beyond that, we each generally get excited about either the marketing OR 
the accounting. It’s important to figure out which of these things is our strength early on and where we can bring 
on a business partner, accountant, or marketing assistant to help with areas where we need extra help. 

Even if you do decide to hire help in the area that isn’t your strength, it’s critical that you understand your 
business finances. Good bookkeeping and understanding those books allows the business owner (the farmer) to 
see whether the business is profitable, set and monitor progress toward goals, and, above all, plan for the financial 
stability of the farm. Remember, the quickest way to get out of farming is to lose financial stability! Good financial 
recordkeeping policies will help you with: 

1. Tracking your business' financial position: It takes more than an estimate of gross sales to know if you are 
having a good or a bad year. How do you measure a good year? Is it when you walk away with money in your 
pocket? Knowing when you’re having a good year or a bad year will allow you to pivot, make changes, and plan 
better for next year. 

2. Talking to potential lenders, investors, and donors: Having your records in order and understanding the 
numbers will allow you to demonstrate your managerial expertise to the loan officer when it comes to the 
financial health of your business. The better you understand your own finances, the more comfortable you’ll be 
answering questions from a lender. 

3. Maintaining good credit: Don’t forget about your credit score. If you need to improve your credit score, there 
are numerous guides online that can help you identify ways to do so. For starters, keep an eye on your credit 
reports and be sure to pay your bills on time. Good credit is slow to earn and quick to lose! 

4. Weighing investment alternatives: Imagine that you are considering buying land to start your farming 
enterprise and your lender has offered you several financing 
options. Which one will work best for you from a cash flow 
standpoint? Financial planning can help you decide.

5: Planning for start-up: Most businesses, and certainly farms, 
have a lot of costs in the first five years of start-up – the same 
time when sales are probably lowest as you’re getting the word 
out about your business! In fact, only 57% of farm businesses 
make it past their first five years. Understanding your true costs 
and profit potential will help you avoid this pitfall.  

What each of these examples illustrates is that you need 
information to make good decisions as a farm manager. It is very 
likely that you are starting a commercial farm because you are 
good at farming. It is not as likely that you are farming because 
you want to sit in an office, in front of a computer, and make 
business decisions. However, some amount of business and 
financial management skills are going to be necessary to keep 
your business sustainable and capable of supporting you and 
your partners over the long term. 

 Colorado State University, Building Farmers in the West. 2007. http://buildingfarmers.colostate.edu/1
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Stories	from	the	Fields	
A"er	the	first	year,	I	could	run	real	numbers.	I	ran	
all	these	spreadsheets	and	I	knew	for	every	cow	
the	price	we	sold	it	for,	how	we	sold	it,	and	broke	
down	each	animal	whether	it	was	direct,	eighths,	
quarters,	halves,	or	wholes,	and	then	I	knew	
overall	what	we	made	based	on	what	the	
margins	of	each	of	those	animals	was,	and	
because	I	kept	really	good	track	of	our	costs.	I’ve	
a@ended	numerous	Ranching	for	Profit	talks	and	
I’ll	go	to	that	school	probably	this	winter.	I	believe	
in	not	learning	from	my	own	mistakes,	even	
though	I	do	that	every	single	day,	so	I	talk	to	
people	and	ask	them	stupid	quesCons	but	then	
ideally,	I	learn	before	I	make	mistakes.	I’d	rather	
learn	from	them	rather	than	kill	a	cow	or	lose	my	
business.	-	Oxbow	Ca@le	Company,	Missoula



Financial Statements  
This section draws heavily from Basic Accounting: Guidance for Beginning Farmers.  2

Every small business needs a few essential financial statements to be successful and meet your income goals. The 
statements described below are the foundation of sound farm financial management. A template for each of these 
statements is available electronically. The template has example categories and example numbers so you can see 
how it might look.  Feel free to take the statements and make them your own, creating your own categories and 
beginning to track your own numbers.  A program like Quickbooks will create an Income & Expense Sheet and 
Balance Sheet for you, but to complete them and the rest of the statements, you’ll need to punch in your expenses 
and income yourself!  For educational purposes, simplified versions of these templates are included as 
worksheets at the end of this module, but we encourage you to visit the electronic versions to get a better sense of 
how they work.

Schedule F, IRS Form 1040, Profit or Loss from Farming 
When you fill out your taxes each year, the Schedule F is the form you use to report your income and expenses 
from farming.  If you have any farm-related income, you must submit a Schedule F and you’ll also need to keep 
track of years pre-start-up when you only have expenses. Check with your financial 
advisor – they may encourage you to file those expenses once you have income or they 
may encourage you to file those expenses annually as you go, even if you aren’t 
making any income. The Schedule F is a great reminder of why we keep records: Every 
item you pay for on your farm is tax-deductible! If you don’t keep track and keep those 
receipts, you can’t use them at tax time. For example, the IRS rate for mileage in August 
of 2015 is $0.575. If you drive 2,000 miles in one year for your business, you can claim 
$1,150 in deductions – but only if you’ve tracked your mileage! Note that the Schedule 
F has a specific list of expense categories so make sure you consider them when you’re 
setting up your other financial statements. You can find those categories in Worksheet 
4A: Sample Financial Statements. For more information on accounting, particularly as it 
pertains to taxes, see IRS publication 225 for help specifically for farmers.  

Chart of Accounts:  
A chart of accounts identifies all of the categories that track your income and expenses. Think of it as a filing 
system that helps you organize all of your receipts and income. Many standard book keeping programs can help 
you create a chart of accounts. It’s smart to think ahead to tax season and make your categories agree with the 
expense categories on the Schedule F. You should define the categories so that they make the most sense to you as 
you’re dealing with receipts and invoices, but make sure they also agree with the categories in the Schedule F so 
you don’t have to re-categorize costs at tax time.

Cash Flow Statement: 
A cash flow statement is typically required for most loan applications.  This helps to answer whether all expenses 
will be covered over the course of a year. Although you can make a cash flow statement that looks only at your 
business income and expenses, it can be helpful to look at money flowing into a farm household vs. just a farm 
business, since many start-ups use off-farm income to help support the farm’s first few years.  If your cash flow 
statement is for the farm household, it will incorporate all cash including off farm jobs, loans, selling capital 
assets, etc. It also looks at outflow from family living expenses, paying a loan, and buying new farm assets. 
Basically, the bank needs to be assured that if they loan you money you have the resources to pay it back.

Cash Flow Projections or Projected Farm Budget: 
This statement is similar to the cash flow statement, but is a projection for future seasons or years, rather than a 
statement on the past season or year. It is helpful in farm planning to compare your projected cash flow to your 

 National Center for Appropriate Technology, Basic Accounting. 2012. https://attra.ncat.org/attra-pub/summaries/summary.php?pub=4252
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Some	farmers	stop	here	
and	only	collect	
informa3on	they’ll	use	for	
their	Schedule	F	and	only	
look	at	their	financials	
once	a	year	at	tax	3me.	
Don’t	do	it!	Read	the	
record	keeping	sec3on	for	
more	info	on	why	and	how	
to	keep	your	financials	
regularly	up	to	date.



actual cash flow at the end of the year to see where costs and profits were higher or lower than expected. This 
exercise is useful for developing your projected cash flow for your following season as well as identifying times 
when you may be short on cash (for crop farms this is typically in the beginning of the season when expenses are 
high and income is low).  You’ll notice that in the example in the template, the farm has negative cash flow (i.e. 
more expenses than income) projected in January, February, March, November, and December, even though it has 
a positive profit for the year overall. It doesn’t mean that the farm won’t make money, but it does mean that the 
farm will have a “cash flow issue.” This tells the farmer that they will need to use savings, an operating loan, or 
another source of funds to support the business during those months.  

Income & Expense Statement 
This is also often called a profit and loss statement. It includes the same expense and income categories as a cash 
flow statement but excludes the purchase amount for big capital purchases, like a tractor, and instead includes 
depreciation (more on calculating depreciation in the glossary below). The income statement is very similar to 
what a schedule F looks like for your farm taxes and would be one of the statements used to file a schedule F.  
This statement allows you to see whether the farming operation is making money and to examine the relationship 
between your gross and net income (see the glossary for further explanations of these terms).

Balance Sheet 
The balance sheet is essentially the score card for how your farm is doing at a specific moment in time, a 
summary of the total financial worth of your farm’s assets. While the income & expense statement covers a period 
of time (a month or a year, for example), the balance sheet is a snapshot on a single day. It summarizes the total 
financial worth including your own investments and what you owe – how much money you could keep if the 
farm were sold today. It displays a balanced equation where assets (what you own) on the left side equal the 
liabilities (what you owe) plus equity on the right side. Your “equity” is the amount of wealth you’ve built – your 
investment in the farm. It represents your savings and what you’ve already paid off on your loans. If the farm 
were sold today, your “equity” is what you would walk away with.  Sometimes it’s easier to understand the 
equation by thinking of it as equity = assets – liabilities. The balance sheet just flips the formula around. Note that 
while capital purchases like equipment, buildings, and land are listed as depreciation in the income statement, 
they are shown as assets on the balance sheet.

Income and Expense Logs 
Whether you do your recordkeeping with pen and paper, in an excel spreadsheet, or in Quickbooks or another 
computer-based program, it will save you a lot of time and energy during tax season if you keep an ongoing log 
of your revenue and costs. We’ll have more on this in the Recordkeeping section at the end of this module.

Other Financial Concepts Glossary 
Throughout these financial statements and in conversations with your lenders and investors, you’ll come across a 
variety of other terms and it’s good to know what they mean and how they apply to your numbers. Also, know 
that unfortunately, different people and organizations oftentimes use different terms – even for financial 
statements. Don’t be alarmed if your lender uses a different term. Ask them to explain and it’s likely that it will 
correlate with one of the concepts we’ve covered.

Assets are the things you own – even if you don’t own them outright. They’re captured on your financial 
statements because they have value and they’re things that you could use to pay down debts or commitments if 
needed.  A list of assets can also include money that you’re owed, such as if you have invoiced a restaurant or 
wholesaler for products you delivered but they haven’t paid you yet. These assets are known as accounts 
receivable. 

Assets are sometimes divided into current assets and long-term assets. Current assets are what you use to pay 
your day-to-day operations and ongoing expenses. For example, this could include the farm’s checking or savings 
account or inventory you are soon to sell.  Long-term assets are things like your tractor or your land that you 
could sell if you needed to pay a debt, but that aren’t as easily convertible into cash as current assets. 
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One thing to consider when you are valuing your assets for your balance sheet: should you value them based on 
their cost to you or their market value? Land, for example, may go up in market value, causing your balance sheet 
to look great, and then plummet, causing your balance sheet to look awful. It’s best to ask your lender/investor 
for their advice on this, but many farm financial experts recommend that you base your assets on their actual cost 
to you so that any improvement in your farm financials is due only to how well your farm is doing.

Depreciation is a way to express the everyday wear and tear on equipment, spreading the cost of replacement 
over the useful life of the product. For example, if you purchase a tractor for $10,000, the first step toward 
calculating its depreciation would be to subtract its residual value from that price. The residual value is the 
amount you expect to be able to sell the used equipment for when you no longer need it. Dividing the result by 
the number of years you expect to use the tractor tells you its depreciation. If you figure you want to keep the 
tractor for 10 years and that you’ll be able to sell it for $1,000 at that time, its depreciation would be $900: $10,000 
(purchase price) - $1,000 (residual value) = $9,000, divided by 10 years = $900. In your income & expense 
statement and Schedule F, you would enter $900 depreciation each year for the tractor.

Expenses are broken down into capital and operating costs.  Capital costs are things like tools or fencing that you 
purchase once and which last a long time (hopefully).  If they’re valuable enough, some of these capital purchases 

may also show up as assets on your balance sheet, such as a 
tractor.  Operating costs are the things that you have to buy or pay 
for regularly, like seeds, insurance, or fuel. Capital and operating 
costs are typically separated on your cash flow and other financial 
statements because operating costs come up regularly throughout 
the year to help you run your business, whereas capital expenses 
may occur more irregularly. Operating costs are sometimes 
further broken down into variable costs (those that vary directly 
with your production levels) and overhead costs (those that are 
static, regardless of your production). For example, seeds are a 
variable cost but your insurance bill is an overhead cost.

As we noted in the section above on Financial Statements, the 
Schedule F has a specific set of expense categories (find them in 
Worksheet 4A: Sample Financial Statements) into which you will 
need to fit your expense categories when tax season arrives. 
However, the Schedule F expense categories may not apply to 
your business very effectively and for financial planning 
purposes, it’s likely that you will want to create your own expense 
categories.  For example, one of the expense categories on the 

Schedule F is “Fertilizers and Lime.” If you want to evaluate how much you’re spending on soil amendments to 
see if there’s one that you can cut, you may want to create categories that fit your business, such as Compost, 
Manure, Gypsum, Kelp Meal, Fish Meal, and Other.  When it comes time to work on your taxes, you would 
simply add those categories together for the Schedule F “Fertilizers and Lime” category.  The best way to do this 
is to write out all of the categories you want to track and then compare them with the Schedule F categories to 
figure out where they fit best.  If you wind up with 100 categories you’re tracking, you aren’t likely to use them all 
and they’ll be hard to keep track of.  However, it’s likely worthwhile to add in a few additional categories to make 
your recordkeeping meaningful for your operation. Keep your categories simple, especially in your first year or 
two and remember that you can always divide a category up later if it seems like you’d rather track some costs 
separately.

Income may seem more straightforward, but it still can be a bit complicated.  You may have operating income 
throughout the year that comes directly from your sales and you may have an “owner’s contribution” that comes 
from your personal checking account or an off-farm job that you use to subsidize farm costs during low-income 
times of the year. In addition, you may seek out an operating loan (used to pay for operating expenses, like seed 
or feed) or a capital loan (used to purchase a capital investment, like a tractor).  If you do have a loan, make sure 
that you’re capturing the loan as income when you get the money and that you’re capturing the interest and fees 
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Stories	from	the	Fields	
It’s	really	helpful	to	keep	detailed	records	so	that	
you	can	look	at	the	past	year	and	make	
decisions.	SomeCmes	at	the	end	of	the	year	you	
have	feeling	about	a	certain	crop	–	I’ll	get	
obsessed	with	a	certain	crop	at	the	end	of	a	
season	–	and	it	may	or	may	not	actually	be	
worth	growing	on	paper,	and	that’s	a	decision	
that	could	go	either	way.	We	were	growing	
arugula	salad	seed	for	a	while,	but	a"er	
crunching	the	numbers	I	realized	on	a	bed	of	
seed	we	were	saving	maybe	$120	but	if	we	just	
grew	salad	and	arugula	for	the	season	we	could	
make	four	Cmes	that.	So	on	a	small	farm	like	
ours	it	makes	more	sense	for	us	to	buy	seed	and	
just	grow	the	salad	because	we	don’t	have	the	
space	to	do	both.	-	County	Rail	Farm,	Dixon



that you’re paying as expenses.  Regardless, it’s good to have separate categories for each of these types of income 
so you can understand how you’re making a profit.  If your farm is only profitable because of the owner’s 
contributions you’re making throughout the year, that’s something you should know. Perhaps you will develop a 
new market in the coming year or find a way to reduce expenses. It will also allow you to keep track of your 
overall investment in the farm so that when it becomes profitable, the farm can begin paying you back for that 
investment.

Liabilities are your financial obligations – electric bills, seed invoices, operating loans, student loans (if you’re 
including personal financial items in your financials), etc. Think of them as anything that you don’t pay for 
outright when you buy them.  Take a tractor for example. If you pay for the tractor when you go to pick it up, it’s 
an expense on your cash flow and on your income and expense statement. However, if the person who sells the 
tractor to you sends you an invoice instead or you get on a payment plan of some kind, then the tractor is still a 
financial obligation, and therefore would show up as a liability on your balance sheet until you’ve paid it off. 
(Note: the tractor will also be factored into depreciation costs if it is something you plan on reselling at some 
point).  Similarly, an electric bill may show up on your Balance Sheet as an “accounts payable” when you’ve 
received the bill but haven’t paid it yet, and then once you’ve paid it, the bill will show up as an expense on your 
cash flow and income & expense statements.  This doesn’t mean that you have to make changes to your balance 
sheet every time a bill comes in and then move it to your cash flow as soon as you’ve paid it, but it does mean 
that if you create a balance sheet when you have unpaid bills, those liabilities should be captured.

Liabilities can also be divided into current and long-term. Similarly to assets, current liabilities are typically those 
that are due within one year. This could include a short-term loan that you take out to pay for seeds or feed, for 
example, that you’ll pay back when you have a higher flow of income later in the year.  Long-term liabilities are 
again, things like tractors or land that you will take more than a year to pay for.  Once you’ve completely paid 
them off, they will become assets and will no longer show up as liabilities on your balance sheet. 

Net and Gross are terms we use to define profit.  Your gross profits are everything you make in a certain time 
period (typically over a year).  For example, if you go to the farmer’s market and sell $1,500 worth of lamb, 
you’ve grossed $1,500 at that market. However, we all know that doesn’t mean that you made $1,500 in profits. 
Your net profits are your gross profits minus your expenses.  That’s the number that matters most! 

Owner Investment/Withdrawals are often listed under “equity” on your balance sheet, and are similar to your 
“owner’s contribution” in the cash flow as outlined in the section above on income. You should include here any 
money you directly invest in the business or withdraw as your share of profits for the year. It typically makes 
better business sense to pay yourself an hourly wage for your time working on the farm. It is better for financial 
planning and it is better for making sure that you get paid. Also, counting your labor as a monthly expense means 
that if you get hurt and have to hire someone to do your work, you will already have those funds allocated in 
your budget. However, if you don’t give yourself a regular paycheck, you may be withdrawing business funds to 
pay yourself for the work you perform and you should be sure to capture those on your balance sheet. For more 
info on how to capture this, we recommend discussing it with your accountant, as this will often have different 
ramifications depending on whether you’re operating as a sole proprietorship, LLC, or other format.

Tax Accounting Methods refer to the way in which you report your income and expenses to the IRS. There are 
three ways your farm income can be reported:

1. Cash method: You report harvest revenue in the year cash is received from buyers and deduct all farming 
expenses in the year you pay them.

2. Accrual method: Essentially the opposite of the cash method, in that you record farming income in the year you 
finalize a sale—even if you don't get paid until the following year—and deduct costs in the year you become 
liable for payment, regardless of when you actually pay them.

3. Crop method: You wait until the year you sell your crops to report the related income and expenses on 
Schedule F, if you obtain IRS approval first.

Discuss your options with your accountant as your accounting methods will affect how your business’ 
profitability appears on your tax returns.  
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Estimating Your Costs and Income 
Now that you know what the financial statements are and what the terms in them mean, how do you wrap your 
mind around diving in? Many beginning farmers are daunted by the financial statements listed above. Part of the 
intimidation is due to not knowing how to determine your costs and income. When they do figure them out, 
many new business owners feel nervous about their business projections – did I get the numbers right? What did 
I miss? This section will walk you through some ways to build confidence in your estimates.

If it’s too overwhelming to imagine estimating costs for your whole farm at the outset, it might be a good idea to 
start with an enterprise budget, which looks at just one crop or product from your farm, i.e. carrots, yogurt, or 
ground lamb. This provides an outline of the types of costs you can expect for your farm, but since it’s only for 
one product, it can be an easier way to jump in and wrap your mind around some of your costs and income. 
However, enterprise budgets can also be difficult for very diverse operations, since you’re only looking at one of a 
number of your enterprises. You can also try using an enterprise budget to outline your estimated cost categories.  
Visit www.extension.iastate.edu/agdm for some sample enterprise budget tools.

In The Organic Farmer’s Business Handbook, Richard Wiswall 
describes a simple enterprise budgeting exercise that showed him 
a more than $10,000 difference between his average crop earnings 
per acre and his profits on one of his highest earning crops. 
Wiswall knew that he had gross sales of around $5,000 per acre on 
average. He knew that some crops did better than others but he 
wasn’t sure which. To compare the crops, he removed all of the 
fixed expenses that were equal across the farm and created 
enterprise budgets (he calls them crop budgets) with specific 
labor, machinery, and product costs and income for preparing, 
cultivating, harvesting, and post-harvest efforts. His enterprise 
budget for carrots showed him that he was making a net profit of 

over $15,000 per acre! That made a big difference in his future crop planning.3

So how do you find out the costs of labor, machinery, and materials that are listed in your cash flow projection or 
budget? Below are a few tips to get you started. Most importantly though, don’t let the price tag of an expense 
scare you off if it’s something you need! Obviously, if you evaluate whether to purchase a tractor and it doesn’t 
pencil out, don’t buy it. But if you start researching costs and see something that could help your farm but you are 
turned off by a high price tag, you could be missing something that would really help you. 

Wiswall offers another example of this: early on he was using a hanging scale and, because of the time involved in 
making complicated calculations on the fly, he had been 
rounding the weights from, for example, 1-1/8 pounds to 1 
pound. He finally made the decision to purchase a $400 self-
calculating digital scale when he realized that he was losing 
money at the market by not having one. If he sold 400 pounds of 
tomatoes each week at $3/pound, he knew he should be making 
$1,200 on them. But he found that if he made 355 of the same 
tomato sales of 1-1/8 pounds each but only charged the 
customer for 1 pound, he was only making $1,065. That’s $135 
less than when he used the digital scale, which paid for itself 
within a couple of weeks. Over a five month market season, that 
would add up to $2,700 in added income. More on this in the 
module on financial planning, but for now, just remember that 
sometimes you have to spend money to make money!4

 Richard Wiswall, The Organic Farmer’s Business Handbook. Chelsea Green Publishing, 2009.3

 Ibid4
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Stories	from	the	Fields	
We	just	invested	in	the	necessiCes.	We	put	tunnels	
up	as	they	were	needed	and	we	made	them	
ourselves	with	a	hoop	bender.	We’ve	never	been	
tractor	farmers	so	we	started	with	a	Cller	and	it	
broke	so	we	broad	forked	everything.	We	purchased	
addiConal	things	as	we	saw	the	need	for	them.	
PuTng	up	hoop	houses	and	having	row	cover	were	
essenCal	and	as	far	as	other	investments,	we	felt	
we	could	do	most	things	manually	which	kept	costs	
low	to	start	out.	-	Ian	and	Ellen	Farm,	Hamilton

Stories	from	the	Fields	
The	Japanese	Paper	Pot	Transplanter,	was	a	
significant	investment	for	me,	not	huge	compared	
to	other	pieces	of	equipment,	but	it	allowed	me,	
for	example	to	transplant	over	13,000	onions,	
and	I	did	it	by	myself	in	a	day	without	crawling	on	
my	hands	and	knees.	That	would’ve	taken	me	
and	a	crew	of	people	mulCple	days,	so	I	had	to	
look	at	saving	labor	and	I	don’t	have	a	lot	of	
labor	available	to	me,	so	I	make	it	up	with	some	
key	efficiencies.	-	Fresh	Roots	Farm,	Polson



Don’t forget: estimating your costs isn’t just 
something that you do before you start. Chris 
Blanchard of Purple Pitchfork recommends 
that farmers rigorously evaluate their 
expenses, especially feed and labor, which can 
quickly get higher than we realize. As you’re 
doing your recordkeeping, think about your 
expenses and compare them to your budget – 
are certain areas higher than you expected? 
Revisit the tips below to find ways to reduce 
your costs and stay viable.

Pricing seeds/transplants 
For fruits and vegetables, you can work with 
your seed catalogs to price out seeds, or talk to 
the greenhouses to get up-to-date figures for 
flats of transplants. Johnny’s Select Seeds 
(www.JohnnySeeds.com) has tools to help you 
with calculating seed needs. Their seed 
calculator will help you figure out how many 
seeds you need for a certain length of row (for 
example, 100 feet of beets). Next, price your 
seed. You can use any catalog to do this, but if 
you have a primary seed supplier, then work 
off of their prices.  There are now also a few 
seed producers in Montana, like Triple Divide 
Seeds, who may be able to offer seed that’s 
specifically suited to your climate. Fedco Seeds 
(www.FedcoSeeds.com) has created catalog 
codes that include descriptions about how 
seeds are grown.

If you’re buying large quantities of grass or 
grain seed for a livestock or grain operation, 
the best resource on prices can oftentimes be 
your local seed dealer. If you’re new to a 
community and would like some feedback on 
the differences between seed dealers, try 
contacting your local Extension office or 
Natural Resources Conservation Service.  If 
you’re looking for a specific kind of seed or 
organic/sustainably-grown seeds that you 
can’t find in your local community, Fedco 
Seeds’ Organic Grower’s Supply also has grass 
and grain seeds for sale.

Pricing your equipment costs 
The equipment needs on your farm will be 
unique to the way in which you run your 
operation. If you aren’t sure about your needs, 
try reaching out to similar farms in your area 
to see what they started out with. They will 
likely have tried things that failed and know 
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Machinery	Acquisi7on	Op7ons	
Full	ownership.	Ownership	is	the	most	common	method	of	acquiring	
long-term	control	of	farm	machinery.	Ownership	advantages	include	
control	over	the	machine’s	use	and	scheduling.	The	disadvantages	of	
full	ownership	include	responsibility	for	machine	opera3on,	repairs,	
maintenance,	liquida3on	and	obsolescence,	and	capital	investments.	

Joint	ownership.	Joint	ownership	is	becoming	more	common	as	a	
way	to	distribute	responsibility	for	investment	costs,	repairs,	and	
labor	among	two	or	more	businesses.	However,	coopera3on	is	
essen3al.	Equipment	use	must	be	coordinated	and	capital	payments	
made	in	a	3mely	manner.	Problems	can	arise	when	the	par3es	
involved	do	not	share	a	similar	work	and	finance	ethic.	WriLen	
agreements	are	highly	recommended.	

Exchange	work.	Machinery	exchange	among	neighbors	is	one	of	the	
oldest	forms	of	farm	machinery	acquisi3on	on	a	short-term	basis.	
Two	or	more	farmers	working	together	to	share	labor	and	equipment	
can	reduce	their	individual	investments	in	machinery	while	giving	
each	access	to	a	complete	system.	Exchange	work	is	s3ll	a	common	
method	of	machinery	acquisi3on	among	young	or	beginning	farmers	
who	need	machinery	and	an	older	neighbor	who	requires	labor.	As	
with	joint	ownership,	a	working	agreement	is	very	important	to	
determine	whose	farm	is	serviced	first	and	who	pays	for	repair	costs.	

Custom	hire.	Under	tradi3onal	custom	hire	arrangements,	the	farm	
operator	or	landowner	hires	a	custom	operator	to	do	one	or	more	
field	opera3ons.	The	custom	operator	provides	the	machinery,	labor	
and	fuel	and	agrees	to	perform	specified	du3es	at	predetermined	
costs.	Today,	however,	custom	farming	(the	landowner	hires	a	custom	
operator	to	perform	most	or	all	field	opera3ons)	is	gaining	more	
interest.	Under	this	arrangement,	the	landowner	usually	pays	all	cash	
costs,	including	seed	and	fer3lizer.	If	you	are	considering	a	custom	
farming	arrangement,	you	will	need	to	specify	the	following	in	a	
wriLen	agreement:	loca3on	and	acreage	involved,	custom	services	
required,	landowner	obliga3ons,	provisions	for	default,	and	a	
schedule	of	custom	rates	and	a	payment	plan.	

Rental.	Rental	usually	takes	place	for	a	short,	specified	period.	In	this	
case,	the	farm	owner	rents	a	par3cular	piece	of	machinery	and	
performs	all	required	work.	The	renter	is	responsible	for	daily	
maintenance	of	the	machinery.	Generally,	there	are	two	rental	
op3ons—pure	rental	and	rental	purchase.	If	you	are	considering	a	
rental	arrangement,	be	sure	to	review	the	terms	of	each	op3on.	

Leasing.	Unlike	rental,	leasing	allows	the	farm	business	owner	to	
access	the	machinery	for	a	longer	period	of	3me	and	oXen3mes	
build	up	to	equipment	ownership.	The	advantage	of	the	lease	
arrangement,	from	a	cash	flow	perspec3ve,	is	that	payments	are	
typically	less	than	payments	on	borrowed	money	to	own	the	
machine.	Leasing	also	carries	its	disadvantages.	OXen	the	lease	
payment	schedule	extends	beyond	a	debt	payment	schedule	and	
therefore	the	total	amount	paid	for	the	machine	usually	exceeds	the	
full	ownership	cost.	Moreover,	by	leasing,	it	is	oXen	more	difficult	to	
enforce	warranty	claims	against	the	lessor	or	dealer.



which tools they wished they’d had earlier and it’s always great to learn from other peoples’ mistakes! Just like in 
the module on market research, don’t forget to consider what you can offer back to them in thanks for their help.

Not sure what kind of equipment you want to buy? The table below outlines typical equipment needs at various 
scales of vegetable production although, as was pointed out in the Stories from the Fields note above from Ian and 
Ellen Farm, it is certainly feasible to do quite a bit on a shoestring budget.

To estimate usage costs, Richard Wiswall, author of The Organic Farmer’s Business Handbook, suggests that tractor 
owners fill the tractor with fuel and use it for exactly one hour. Go back and top it off with fuel again, so you 
know how much fuel you are using in an hour. Pick an average task like discing,and an average speed. There will 
be some variation, but this gives you a good starting point. Price the fuel used in an hour, and use this number as 
a per-hour use cost. 

Remember, when calculating your cost for products, you also need to put in fixed costs so that your enterprises 
will eventually pay for the cost of replacing equipment. If you bought a tractor for $15,000 and you think it will be 
useful for 10 more years, the yearly cost will be $1500 spread over all enterprises. If you are using different 
enterprise budgets and have 10 enterprises that use the tractor equally, each one will need to cover $150 worth of 
fixed tractor costs per year, plus the variable costs of the tractor (fuel). Remember to do this with all fixed costs 
when pricing your enterprises. 

If you do not have a tractor, you can try shopping around to see what you might spend on one. If you are going to 
use a tiller, the same ideas apply as with a tractor, but the tiller is smaller/cheaper and you put in more labor per 
acre.  

Labor

In order to get an accurate idea of labor costs, you will need to monitor your activities during the growing season. 
Carrying around a pocket notebook in the field is a great way to do this. When you start and complete each 
activity, note the time and the activity. After a while you will know how long it takes to weed the lettuce or move 

Market	Gardening:	A	Start-Up	Guide		
By	Janet	Bachmann		

NCAT	Agriculture	Specialist

Table	1.	Es7mated	Equipment	Needs	for	Various	Sizes	of	Vegetable	Farms

Scale
Seed	
Star7ng

Power	
Source	and	
Tillage

Direct	
Seeding

Produc7on	
Equipment Cul7va7on Harves7ng

Postharvest	
Handling Delivery

1-3	
acres

Small	hoop	
house,	grow	
lights,	
plan3ng	trays

Roto3ller	or	
walking	
tractor,	
custom	work

Earthway	
seeder,	
Cyclone	
seeder

Backpack	
sprayer,	
irriga3on,	
tools

Wheel	hoe,	
hand	hoes,	
digging	forks,	
spades

Field	knives,	
hand	boxes,	
buckets,	carts

Bulk	tank,	
canopy,	
packing	
containers

Pickup	with	
topper	or	van

4-6	
acres

1000	sq.	X.	
greenhouse,	
cold	frames,	
field	tunnels,	
plan3ng	trays

35-40hp	
tractor,	with	
creeper	gear,	
power	
steering	and	
high	
clearance

Planet	Jr.	
plate	
seeder

1-row	
transplanter,	
irriga3on,	
more	tools

Cul3va3ng	
tractor	(IH	Super	
A	or	IH	140)

Potato	digger,	
bed	liXer,	
wagon,	more	
boxes,	
buckets

Roller	track	
conveyor,	
hand	carts,	
walk-in	cooler

Cargo	van

7-10	
acres

Addi3onal	
cold	frames,	
plan3ng	trays

40-60	hp	
tractor,	chisel	
plow,	spader

Stanhay	
preceision	
belt	seeder	
with	belts

2-row	
transplanter,	
sprayer,	

Tool	bar	
implements:	
beet	knives,	
basket	weeder

More	field	
crates

Barrel	washer,	
spinner,	pallet	
jack

1	ton	truck	
with	refrig.

20	+	
acres

2,000	sq.	X.	
greenhouse

80	hp	tractor	
with	loader	
bucket,	forks,	
compost	
spreader

Nibex	or	
Monosem	
seeder

Irriga3on,	bed	
shaper,	mulch	
layer

Sweeps,	Budding	
finger	weeders,	
flame	weeder,	
potato	hiller,	2nd	
tractor	

Asa	liX,	
harvest	
wagon

Wash	line,	
larger	cooler,	
packing	shed	
and	loading	
dock

Refrigerated	
truck

Adapted from table distributed at Michael Fields Institute Advanced Organic Vegetable Production Workshop, 2/2001, Jefferson City, MO.
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the sheep. Chris Blanchard of Purple Pitchfork, a farming consulting firm, has 
some great, simple tools to help evaluate labor costs.  The picture at right 
shows one of his examples, a notebook he had printed for a labor time log. 
With well-trained employees, you could fill out a few sheets with the day’s 
required tasks and then send them out to work, reminding them to enter their 
times and bushels at the end. For examples of more complex ones from Chris, 
see Worksheet 4B: Labor Time Log Examples.

There also are all kinds of apps for this kind of time-tracking, like Toggl or 
ATracker. Searching the internet for “time-tracking app” should bring up an 
array of results.  Some will let you voice record the name of the task and then 
hit a start and end button, while others can create charts and exportable 
spreadsheets that you can use to evaluate time later. All of this data can be 
especially helpful when you start evaluating your profits on individual 
products because you can see how much time you’re spending weeding, 
harvesting, cleaning, and packing kale versus carrots or milking, moving, and feeding sheep versus goats. 

What if you don’t have a farm yet and want to evaluate costs in 
advance for a budget? This is another great thing to ask 
neighboring farms about, or you can look at the Roxbury farm 
website for some start-up numbers (www.roxburyfarm.com). Go to 
the “Information for Farmers” tab and look at the crop manual.  It’s 
also a great reason to work on a farm before you start your own. 
Even if the farm you’re working for doesn’t keep this kind of data, 
you can! The info will undoubtedly be helpful when you go to start 
your own farm. If you’ve worked on farms in the past but didn’t 
keep this kind of data while you were there, you can try to do it 
from memory. Just remember that we’re likely to think we’re a lot 
quicker in retrospect. It’s a good idea to add 10-15% more time 
onto each task.

One last note on labor, if you decide to use these types of tools with 
your employees: To have the greatest success in engaging your 
employees with recordkeeping, be clear about what you want. Set 
your expectations from the day they’re hired and make sure their 
expectations about their position are realistic. Then, provide clear 
instructions on a daily basis – about how you want things planted, 
moved, cleaned, etc. and how you want them to enter that 
information into your logs. You’ll notice that the logs ask them to 
initial or enter their name regularly and that will help to maintain 
accountability both on tasks and on recordkeeping. Making sure 
that they clearly understand what you are looking for will ensure 
that the records you keep are valuable to you and the work is done 
well. For more great resources on labor management, visit the blog 

from Chris Blanchard of Purple Pitchfork: http://www.purplepitchfork.com/blog/category/farm%20labor.

Other Costs 
Information about many other types of costs can be obtained through catalogs, or calling the local compost 
suppliers and hardware stores. Suppliers such as Growers Greenhouse Supply catalog and Farmtek, Peaceful 
Valley, and Johnny’s Selected Seeds sell many agricultural supplies and have good search functions on their web 
sites. Also consider talking with any mentors and friends that own farms. If you have a mentoring relationship 
with a farmer, they will likely be willing to tell you what their typical costs are.  Use Worksheet 4C: Enterprise 
Checklists to brainstorm costs that you should be considering. You may have used this worksheet in the module 
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Stories	from	the	Fields	
A	lot	of	our	original	numbers	for	planning	came	
from	working	with	the	Western	Montana	
Growers’	CooperaCve	and	from	Brian’s	
background	working	with	Helen	A@howe.	
Helen	really	gave	us	a	sense	of	specific	crops	
which	would	produce	the	highest	financial	
yields	per	acre.	We	started	from	there	and	now	
that	we’ve	been	growing	for	a	few	seasons,	we	
can	look	at	our	own	records	and	make	
decisions.	We	realized	that	a	specific	crop	could	
net	$90,000	per	acre	in	one	season.	Of	course,	
the	next	quesCon	was	how	to	scale	our	
operaCon	in	way	that	made	sense	with	what	
we	wanted.	That	crop	could	net	$90,000,	but	it	
would	take	200	hours	of	labor	per	week	to	
harvest	so	we	need	to	consider	how	to	balance	
the	outcome	of	a	crop	with	the	ability	and	
needs	of	ourselves	and	our	crew.	We	knew	
what	we	thought	we	could	handle	so	we	
started	with	that	and	each	year	we	reflected	on	
the	previous	season	to	plan	ahead.	Then,	in	the	
spring	we	made	sure	to	constantly	check	in	
with	ourselves	about	whether	our	ambiCons	
were	reasonable.	-	Harlequin	Produce,	Arlee



on Strategic Planning, but revisit it here to make sure you have considered all of the possible costs that you could 
encounter on your farm.

Personal Costs and Income 
You have the option of including your personal budget with your business budget. First-time lenders may be 
interested in seeing your personal budget, so it’s important to at least have those numbers figured out.  In 
particular, this will come up if you have off-farm income that will be used to pay a portion of your bills, such as 
truck payments, mortgage, etc. Your lender or investor will understand that personal bills will almost always get 
paid first in the grand scheme of things, so they will want to know that you have enough money to pay your 
personal bills and pay them!  

Also, understanding your personal budget will help you in determining income goals for your farm.  Use 
Worksheet 4D: Estimating Personal Goals for Profit to evaluate your personal budget and to understand how 
much money you will need to make from the farm in order to ensure that your personal bills get paid.  How 
much money does your farm need to net to meet that income goal?

Farm Income 
Once you have a solid understanding of your costs, you get to start thinking about how to pay for them. An 
approach suggested by the Canadian Organic Growers publication “Crop Planning,” is to start by developing a 
personal income goal and work back from there. How much money does your farm need to gross in order to meet 
that income goal? Once you have an estimation of your personal and business costs, you can estimate how much 
money your farm will need to make and outline some markets to make that happen.  5

You have to outline your markets and have a marketing plan in order to estimate your income. Having a 
diversified marketing strategy is great for beginners, but it is important to get out there and see what niches your 
product or enterprise can fill.  These numbers will be based on the research you did in the module on Market 
Analysis, as well as the pricing evaluation you did in the module on Market Differentiation. Once you have 
completed your market research and identified your prices, you will be able to determine how much income you 
can expect from each channel.  Your market research will tell you how much your planned market channels can 
absorb and your price research will tell you how much each channel will pay.

From there it’s a simple calculation.  For example, if your personal costs and income research tells you that your 
farm needs to bring in $30,000 to help pay your personal bills, and 
your research on farm costs and expenses tells you that your 
farming costs will be $40,000, then your farm will need to gross 
$70,000 in order to meet your income goal of $30,000.  

Using the information from your market research and price 
research, you will be able to determine how much income you’ll 
need to gain from each market channel to hit that $70,000 mark. It 
might look something like this:

Farmers markets: $20,000
Co-op sales: $20,000
CSA: $10,000
Restaurants: $20,000 
Total Sales: $70,000

With these numbers on hand, along with the background info they 
represent about your sales estimates and prices, you will have an 
idea of how much product you will need to supply on a weekly 
basis in order to meet those income goals. If you look at those 
targets and they seem unrealistic – for example, you know how 

 Frederic Theriault and Daniel Brisebois, Crop Planning for Organic Vegetable Growers. Canadian Organic Growers, 2010.5
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Stories	from	the	Fields	
We’ve	grown	into	producing	higher	volumes	of	
cheap	crops.	We	knew	we	needed	more	market	
and	we	knew	where	those	markets	were	so	we	
got	really	good	at	growing	a	few	cheap	crops	
and	we	mechanized	where	necessary	so	that	we	
could	grow	enough	to	make	it	worth	it.	Also,	our	
highest	value	crops	are	some	of	the	most	risky.	
A	mistake	early	in	the	season	can	seal	the	deal	
for	the	rest	of	the	year.	We	haven’t	maxed	out	
the	market	for	these	crops,	we	could	certainly	
grow	more,	but	there’s	a	balance	between	these	
high	risk,	high	return	crops	and	the	diversity	in	
other	crop	areas	which	allows	us	to	grow	in	
other	ways.	One	of	our	crops	was	completely	
lost	last	year	for	example	but	we	were	okay	
because	we	had	a	great	year	for	another	crop.	
The	diversity	was	key.	-	Harlequin	Produce,	Arlee



much you’ll have to produce to sell $20,000 worth of products at the farmer’s market and you don’t think you can 
do it on the land you have available – you’ll need to go back to the drawing board and figure out ways that you 
can increase your income through another avenue or decrease your costs.  You might be able to live without a 
second car or you might be able to take on a second job to cover more of your personal expenses. Figuring out this 
balancing act is probably the most important part of your financial management piece. 

Are My Numbers Right? 
One of the biggest fears we encounter among new business owners is whether they’ve calculated their expenses 
and income accurately. Unfortunately, the pre-start-up reality is that you can only make your best, most highly-
educated guess. Use the resources in this module to identify resources for accurately estimating your costs and 
income. Talk with other farmers in your area or in other similar regions to get a sense of any costs you may be 
overlooking. Research price points and evaluate market capacity when you do your market analysis (Module 2).  
This will help to give you your best guess at an accurate financial plan.

Once you have numbers you feel pretty good about, here are some additional things to consider: 

• Use average production levels and prices that realistically can be expected over the long run. Don’t be overly 
optimistic or conservative. It seems that it is human 
nature to be one or the other. If you are overly optimistic, 
you may be fooling yourself into making a major 
mistake. But if you are overly conservative, you may 
steer yourself away from a real opportunity. Adding 
10-20% to your expenses and reducing 10-20% of your 
income estimates will help you to see if you can bounce 
back in the face of tough markets or high costs.

• When possible, estimate costs on a per unit basis first 
(such as per acre or per unit of production), then 
calculate totals for each alternative. For example, rather 
than trying to figure out the cost of all of your seeds at 
once, figure out the cost of each of your seed types per acre. Once you have those numbers, you can look at 
your operation and calculate your costs for doing ¼ acre of carrots, 1/8 acre of kale, etc. This will make 
looking at multiple alternatives much easier as you’ll have the original costs per acre on hand.

• Include the annual ownership costs of capital investments, not the capital investments themselves. These 
costs are sometimes called the DIRTI costs (depreciation, interest, repairs, taxes and insurance). While you’ll 
pay for the capital investment in a loan, that actually shows up in your bills and on your financial statements 
as DIRTI costs. Definitely don’t forget repairs! You can also include a savings line for a “replacement budget” 
that you can use to pay for a down payment when something breaks down. 

• While it’s easy to think, “We’ve got plenty of hay to feed the animals,” it’s important to allocate home-
produced feed properly. For home-produced feeds, estimate your total production in an average year and the 
total livestock requirements. If the balance is positive, include the balance in crop sales if you plan to sell 
excess feed. If the balance is negative, include it in feed purchases, as you’ll need to buy feed to make up the 
difference. 

• Be consistent between alternatives. Try not to let your emotions or your desires favor one plan over the other. 
Your desires will obviously impact your final decisions, but first, get the facts so you can make an informed 
decision. 

• Create a separate document (or use “Comments” in Excel) to keep track of your assumptions as you’re 
calculating costs. That way, when you find out that your chicken feed will cost more than you thought, you 
don’t have to re-calculate your entire feed budget, because you’ll have written down the amount you 
assumed you’d spend on each item within that budget.  For example, your feed line item might say $2,400, 
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Stories	from	the	Fields	
When	I	wrote	the	business	plan,	I	had	the	three-to-five	
year	plan	to	start	making	money.	And	now,	looking	at	it,	
it	will	probably	be	five	years	before	I’m	in	the	black,	The	
first	year,	the	margins	were	so	thin.	We	did	really	well	
for	a	first	year,	but	when	you’re	building	infrastructure	
and	building	a	business	it	takes	a	lot	of	money.	And	we	
both	knew	going	into	it	that	we	would	need	to	rely	on	
our	partner’s	income	going	into	it	before	we	could	make	
this	on	its	own.	-	Oxbow	Ca@le	Company,	Missoula



but the comment or separate document will say “$100/month for chicken feed, $75/month for turkey feed, 
$25/month for rabbit feed.” 

Most importantly, realize that your plans will not be perfect. Don’t agonize over an individual income or expense 
item too long. But keep your assumptions, and how sure you are about them, in mind when you consider the 
results. That will help you to remember any weak areas that need more research and it will help you to convey 
the strength of your financials when talking to a lender or investor.

What do you do if you decide your numbers look correct, but they don’t show a profitable farm? Don’t quit yet! 
Go back to the drawing board?  Sometimes changing the portion of high-value to low-value crops will do the 
difference. Keep playing with the numbers and figure out a farm operation that meets your goals and makes your 
lender happy. 

Recordkeeping 
Now that you’ve learned all about the financial statements you should be keeping, you may be wondering how 
you can integrate recordkeeping into your life. A common mistake is that some farmers don’t make a 
recordkeeping plan or only save receipts, which makes matters more complicated during tax time. You know if 
your crops are growing in the field or if your cows are looking healthy. Don’t you want to know whether they’re 
making enough money to let you farm another year? It’s hard to answer those questions if you don’t have good 
metrics and a system for tracking the numbers.

Here’s another good reason for recordkeeping: avoiding burnout. One more task to add to your day might sound 
like something that could induce burnout, but actually, it’s quite the opposite. One of the things that makes 
farmers burn out the fastest is doing work that doesn’t pay them. For example, if you plant 10 rows of kale 
because you have extra seed and extra rows in the beginning of the season, but you only sell 5 rows of kale, that’s 
a lot of work in planting, watering, weeding, harvesting, packing, and marketing that you aren’t getting paid for.  
As Curtis Stone of Green City Acres in Kelowna, BC states in a Permaculture Voices podcast, “If you’re harvesting 
food you aren’t selling, you may be building social capital by giving it away to friends, selling it on the cheap at 
the end of the farmers’ market, or donating it to the food bank, but 
it’s all lost income and used time and resources and eventually, it 
will burn you out.”6

If instead, you’re keeping track of what you’re selling at what point 
during the season and to whom, in your planning for next year, 
you will know that perhaps you should just plant 5 rows of kale or 
that perhaps raising all of your calves to market weight isn’t the 
best idea until the market grows or you access new markets.  It will 
help you to know what you’ve done and help you to have better 
income and expense expectations, all of which will help you work 
less.

Hopefully we’ve convinced you to do your recordkeeping. The next big question that may come up is whether to 
do it on paper or on a computer. If you hate computers and you know that if it’s computerized, you won’t do it, 
choose paper! You can find business records books at your local office supply store that contain something that 
looks like an income and expense log. If you’re going to use a paper format, it’s a good idea to copy and tape a list 
of your categories into the front of the log so that you can categorize things as you go.

However, if you think you can handle getting on a computer regularly to enter receipts, pay bills, and keep your 
financials up to date, there are some great benefits to this approach. One key benefit of using a computer-based 
program is that they are often capable of automatically creating financial statements from the expenses and 
income you enter. You won’t need to remember what goes into a balance sheet and what goes into an income and 
expense statement because the program will do it for you.  In addition, it can be a quicker way to reconcile bank 
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Stories	from	the	Fields	
We	really	focus	on	high	quality	retail	and	farmers	
markets	rather	than	quanCty.	At	the	market	we	
found	that	it	can	actually	help	to	have	a	li@le	less	
than	people	want	so	you’re	not	wasCng	what	
you	harvest	and	it’s	a	really	good	feeling	to	sell	
out	of	things	and	to	do	well	rather	than	to	just	
get	in	over	your	head	and	have	too	much	and	
not	have	resources	established	yet	to	sell	what	
you’re	growing.	-	Ian	and	Ellen	Farm,	Hamilton



accounts and record cash and credit card transactions. Many 
computer-based programs will also allow you to maintain vendor 
and customer lists and manage your inventory.

You can also use them to plan your weekly, monthly, and annual 
budgets, noting when certain bills are due and reminding you to 
pay them. There also are apps like You Need A Budget (YNAB) 
that you can use to plan personal and business budgets and enter 
expenses or income on your phone or on the computer. Rather 
than writing out your whole farm budget each year, you can even 
have some programs automatically fill in the budget based on 
your costs from the prior year and then you can alter and update 
costs from there. That’s a big step towards making sure you’re not 
forgetting something. 

There are a lot of programs you can use, each with its own benefits 
and drawbacks.  A few of the major ones are Excel, Quicken, 
Quickbooks, Moneydance, YNAB, Peachtree, FarmLogic, and 
AgSquared, but new programs are coming online every day. Take 
some time to think about what you want from a recordkeeping 
program and see what’s out there. Each program has different 
tools and capabilities that can help you, but make sure you’re only 
paying for what you’ll use. It’s worth contacting your accountant 
(if you have one) to see if they have a preferred program.

Recordkeeping Tips 
Whether you choose a paper- or computer-based tool, how can you make recordkeeping easy? Here are a few 
ways:

• Design your farm operation to make recordkeeping easy. Whether this consists of mapping out equally-sized 
grazing pastures for rotations in advance or making all of your bed lengths the same, you can build in 
physical tools to simplify your data.

• Similarly, design your markets to make recordkeeping easy. If you have restaurant or wholesale accounts, 
make two copies of the invoice you take to them so you will know how much you’re owed and the date the 
invoice was delivered. When they pay you, you can move that invoice straight from the accounts receivable 
file into the income file. To make that work, make sure that your invoices contain everything you need to 
know – date, amount, category, business name, etc. 

• Plan recordkeeping into your day. Figure out where you could put your clipboard and pen or your computer 
or your receipts so that you’ll actually use them. If you want to track the weight of washed product you have 
going out the door, put the scale and clipboard right next 
to the wash station. If you know that you always drive 
the same truck to town, put your receipt organizer in the 
truck. 

• Whether you use a receipt organizer like the one shown 
at right or a set of manila envelopes to organize your 
receipts, set up your system so that the expense 
categories are a part of it. For example, label the manila 
envelopes or the tops of the folders with your expense 
categories. If you buy a lot of things online and have receipts stored on your computer, don’t just dump them 
in a “Receipts” file. Make sub-folders in your Receipts folder with each of your expense categories. Whatever 
you do, just make sure that you keep them in the same place and that that place is a central part of your day 
already, like in the kitchen or next to the bed, so that you will always put your receipts there. You don’t want 
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Stories	from	the	Fields	
Ini3ally,	Connie	Surber	and	Laura	Ginsburg	of	
the	Golden	Yoke	Dairy	in	St.	Igna3us	used	
spreadsheets	for	their	recordkeeping.	Recently,	
a	loan	through	the	Montana	Community	
Development	Corpora3on	(MCDC)	allowed	
Laura	and	Connie	to	purchase	Quickbooks	for	
their	accoun3ng.	Connie	notes,	“I	think	
Quickbooks	is	a	really	good	program,	but	you	
need	some	basic	accoun3ng	to	understand	
categorizing	or	you	need	someone	to	help	you	
understand	it.”	Connie	and	Laura	took	a	very	
affordable	Quickbooks	basics	class	through	the	
Lake	County	Community	Development	
Corpora3on.	“Then	I	just	kind	of	played	around	
with	it,”	says	Connie.	“And	with	MCDC	I	can	call	
the	CPA	there	and	say,	‘Hey,	I	just	really	messed	
up	Quickbooks.	Can	you	talk	me	through	this?’	
There	are	really	good	youtube	videos	that	will	
talk	you	through	Quickbooks	as	well.	So	there’s	
lots	of	good	informa3on	out	there,	it’s	just	
figuring	out	what	works	best	for	you.”



to have to go searching for them at the end of the week.  Remember that oftentimes, a receipt may contain 
purchases that can be broken into more than one category, like if you buy yourself a pair of pants and feed on 
a trip to your local feed store – one more reason to sort through these receipts each week!

• For receipts or invoices that you receive via email, always download them immediately or flag the email to 
remember it later. When you download it, save the receipt with a file name that includes helpful information 
so you don’t have to open it each time to remember what’s in it. For example, if you ordered seeds and 
irrigation tubing online, the file name could be saved as Fedco_Seeds_Irrigation_2015.08 (business 
name_what you purchased_year.month). You can also put the date at the beginning of the file name and then 
your folder will automatically organize your receipts by their year and month. Want to have all your receipts 
on your computer without having to scan them all? Take a picture on your phone and email it to yourself!

• If you choose to use a computer program for your recordkeeping, get a computer with a number pad or buy a 
number pad that you can plug into your computer. It will make your recordkeeping work go much more 
quickly.

• When you plan your day or your week, set aside time for recordkeeping. Use this time to sort through your 
receipts and enter them into your paper log or a computer-based program. If you can do this once a week, it 
will go quickly and the data will be there when you want it.  

• If it gets overwhelming, limit your tracking to a couple 
key things each year. If you have an inkling that carrots 
aren’t making you any money and that basil is making 
you a lot of money, just track income and expenses 
specific to those two. Of course, you’ll still need to keep 
your records for the whole farm, but you can put more 
time and effort into the ones you’re focused on. More on 
using this data in the module on Financial Planning.

Still having a tough time building recordkeeping into your 
business? Check out the chapter on Effective Management in 
The Organic Farmer’s Business Handbook for more good ideas. 
Fearless Farm Finances, which was published by the Midwest Organic and Sustainable Education Service (MOSES), 
also has some great resources on financial planning and setting up your recordkeeping.
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Stories	from	the	Fields	
We	kept	closer	track	of	labor	inputs	in	parCcular	on	
most	veggies	this	year	and	during	the	winter	we’ll	
really	look	at	what	our	most	profitable	crops	have	
been.	And	keeping	track	was	just	wriCng	down	Cmes	
in	my	notebook.	I	would	do	it	a	few	Cmes	for	a	specific	
task	and	get	a	good	baseline	of	how	long	things	took	
and	then	I	wouldn’t	necessarily	write	them	down	
again	if	I	felt	I	had	a	good	sense	of	the	labor	involved	
with	something.	-	Prairie	Heritage	Farm,	Power



Worksheet 4A: Sample Financial Statements 
From the National Center for Appropriate Technology’s Basic Farm Accounting and Recordkeeping Templates, 
including example numbers from Cloverleaf Farms. All samples are available electronically in Excel format.

Cloverleaf	Chart	of	Accounts Expense	Categories	in	IRS	Schedule	F:
Assets	(1000)

1000 Cash Line	10 Car	and	truck	expenses
1010 Checking	Account Line	11 Chemicals
1020 Savings	Account Line	12 Conserva3on	expenses
1030 Accounts	Receivable Line	13 Custom		hire	(machine	work)
5100 Tools Line	14 Deprecia3on	and	sec3on	179	expense
5110 Fencing Line	15 Employee	benefit	programs-except	Line	23
5120 Irriga3on	Equipment Line	16 Feed

Line	17 Fer3lizers	and	lime
Liabili7es	(2000) Line	18 Freight	and	trucking

2000 Accounts	Payable Line	19 Gasoline,	fuel,	and	oil
2020 Loans	Payable Line	20 Insurance	(other	than	health)

Line	21 Interest:
Equity	(3000) 			Line	21a 			Mortgage	(paid	to	banks,	etc.)

3000 Total	Investments 			Line	21b 			Other
3010 Partner	1	investment Line	22 Labor	hired	(less	employment	credits)
3020 Partner	2	investment Line	23 Pension	and	profit-sharing	plans
3030 Net	Profit	(Earnings) Line	24 Rent	or	lease:

			Line	24a 			Vehicles,	machinery,	equipment
Revenue	(4000) 			Line	24b 			Other	(land,	animals,	etc.)

4000 Total	Sales	 Line	25 Repairs	and	maintenance
4010 Sales	CSA Line	26 Seeds	and	plants
4020 Sales	Farm	Stand Line	27 Storage	and	warehousing
4030 Sales	Wholesale Line	28 Supplies

Line	29 Taxes
Expenses	(5000) Line	30 U3li3es

5000 Accounts	Payable Line	31 Veterinary,	breeding,	and	medicine
5010 Sprays		 Line	32 Other	expenses	(specify	your	own)
5020 Fer3lizers
5030 Fuel/oil	
5040 Insurance
5050 Rent
5060 Repairs
5070 Seeds	&	plants
5080 Supplies	
5090 Fees
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Cloverleaf	Projected	Farm	Budget	2012
Jan	 Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec Total

Income
CSA $3,000 $3,000 $3,000 $3,000 $12,000
Farm	Stand $250 $1,000 $1,000 $1,500 $1,000 $500 $5,250
Wholesale $1,000 $1,000 $1,000 $1,000 $4,000
Total	Income $0 $0 $0 $3,000 $3,250 $2,000 $2,000 $5,500 $5,000 $500 $0 $0 $21,250

Opera7ng	Expenses
Sprays		 $250 $50 $300
Fer3lizers $500 $500 $1,000
Fuel/oil	 $50 $50 $50 $50 $50 $50 $50 $50 $50 $50 $50 $50 $600
Insurance $825 $825
Rent $2,500 $2,500
Repairs $250 $250 $500
Seeds	&	plants $600 $400 $1,000
Supplies	 $500 $500 $1,000
Fees $200 $200
Total	OperaCng $7,925
Capital	Expenses
Tools $300 $250 $150 $700
Fencing $1,000 $1,000
Irriga3on	Equip $500 $500 $500 $1,500
Total	Capital $3,200
Total	Expenses $4,400 $2,500 $550 $50 $1,375 $300 $50 $550 $300 $50 $250 $50 $11,125

Monthly	Net	 ($4,400) ($2,500) ($550) $2,950 $1,875 $1,700 $1,950 $4,950 $4,700 $450 ($250) ($50) $10,125

Cloverleaf	Cash	Flow	Statement	2012
Jan	 Feb Mar Apr May Jun	 Jul Aug Sep	 Oct Nov Dec Total

Beginning	Cash	 $8,000 $4,275 $825 ($1,875) $2,420 $4,845 $5,570 $8,110 $12,690 $14,895 $14,710 $14,670
Income
CSA $5,600 $2,400 $2,600 $1,400 $12,000
Farm	Stand $450 $950 $1,800 $2,600 $650 $300 $150 $6,900
Wholesale $400 $280 $950 $920 $850 $3,400
Total	Income $8,000 $0 $0 $6,000 $2,850 $1,230 $2,750 $6,120 $2,900 $300 $150 $0 $22,300

Opera7ng	Expenses
Sprays		 $100 $150 $50 $90 $180 $570
Fer3lizers $350 $600 $800 $1,750
Fuel/oil	 $50 $55 $75 $75 $85 $90 $45 $35 $35 $30 $575
Insurance $200 $625 $825
Rent $2,500 $150 $2,650
Repairs $100 $80 $125 $25 $65 $395
Seeds	&	plants $225 $350 $600 $550 $350 $350 $2,425
Supplies	 $750 $150 $300 $250 $300 $1,750
Fees $450 $450
Total	OperaCng $11,390
Capital	Expenses
Tools $300 $250 $150 $700
Fencing $600 $900 $1,500
Irriga3on	Equip $600 $1,200 $450 $2,250
Total	Capital $3,750
Total	Expenses $3,725 $3,450 $2,700 $1,705 $425 $505 $210 $1,540 $695 $485 $190 $210 $15,140

Monthly	Net	 $4,275 ($3,450) ($2,700) $4,295 $2,425 $725 $2,540 $4,580 $2,205 ($185) ($40) ($210) $7,160
Ending	Cash	 $4,275 $825 ($1,875) $2,420 $4,845 $5,570 $8,110 $12,690 $14,895 $14,710 $14,670 $14,460
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Income	&	Expense	Statement																											
(Jan	1	-	Dec	31,	2012) Balance	Sheet	(Dec	31,	2012)

Income Assets

CSA $12,000 Checking	Account $14,460

Farm	Stand $6,900 Savings	Account $0

Wholesale $3,400 Accounts	Receivable $540

Total	Income $22,300 Tools $700

Fencing $1,500

Expenses Irriga3on	Equipment $2,250

Sprays		 $570 Accumulated	DepreciaCon	
-	Total -$1,483

Fer3lizers $1,750 Total	Assets $17,967

Fuel/oil	 $575

Insurance $825 Liabili7es

Rent $2,650 Accounts	Payable $540

Repairs $395 OperaCng	Loan	Balance $0

Seeds	&	plants $2,425 Truck	Loan	Balance $0

Supplies	 $1,750 Land	Loan	Balance $0

Fees $450 Total	Liabili7es $540

DepreciaCon	expense $1,483

Total	Opera7ng	Expenses $12,873 Equity

Partner	1	investment $4,000

Net	Income	(Profit/Loss) $9,427 Partner	2	investment $4,000
Net	Profit	or	Loss	
(Retained	Earnings) $9,427

Total	Equity $17,427

Assets	=	Total	Liabili7es	+	
Total	Equity $17,967
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Cloverleaf	Farm	Income	Records
Date Received	

from Amount Check	# Deposited Account Enterprise Notes

8/22/12
Be	Well	
Market $525.70 264033 8/31/12 Wholesale fruit 8/10/12

8/29/12 Lily's	
Kitchen

$39.94 1152 8/31/12 Wholesale fruit
53#	

O'Henry	
seconds

8/31/12 Farmstand	 $980.00 cash 9/15/13 Farmstand veg	&	fruit

9/14/12 Emilie	PraL $170.00 2141 10/5/12 CSA veg	&	fruit
CSA	half	+	
wild	card

9/14/12
Melanie	
Williams $250.00 2663 10/5/12 CSA veg	&	fruit CSA	full

9/12/12
Jessica	
Green $250.00 121 10/5/12 CSA veg	&	fruit CSA	full

9/30/12 Farmstand	 $265.00 cash 10/5/12 Farmstand veg	&	fruit

9/20/12
An3ca	
Restaurant $60.50 4360 10/5/12 Wholesale fruit

9#	apricots	
firsts

10/7/12 Farmstand	 $198.00 cash 10/12/12 Farmstand veg	&	fruit

9/10/12
Soul	Food	
Farms $58.31 5683 10/5/12 Wholesale fruit

8-18	
farmstand

Cloverleaf	Farm	Expense	Records
Date Paid	To Amount Check	# Account Enterprise Notes

1/5/12
Irriga3on	
Supply	
Hardware

$345.00 1102 Irriga3on	
Equip

vegetables layflat	for	veggies

1/5/12
Ron	
MaLhews $2,500.00 1103 Rent fruit rent	for	orchard

1/8/13
High	
Mowing	
Seeds

$150.00 debit Seeds	&	
plants

vegetables online	-	organic

1/10/12
Johnny's	
Seeds $645.00 debit

Seeds	&	
plants vegetables online

1/13/12
Orchard	
Supply	
Hardware

$55.00 debit Supplies vegetables hoes,	gloves,	buckets

1/14/13
Growers	Ag	
Services $100.00 debit Sprays fruit lime	sulfur	-	brown	rot
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Worksheet 4B: Labor Time Log Examples 
These examples are derived from logs created by Chris Blanchard of Purple Pitchfork, a farm consulting firm.  For 
more info on Chris, visit his website at www.purplepitchfork.com. The first log shown is an example harvest log, 
but you can create similar logs for processing, moving fences, or any other major task on your farm, as shown on 
the second log, the post-harvest log.
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Instructions for Harvest Plan and Log  
Complete	the	plan	por3on	of	this	log	to	guide	the	crew	(or	yourself)	in	the	crops	that	are	to	be	harvested.	If	
harvests	are	taking	place	at	the	same	3me	on	different	farms,	complete	a	separate	log	sheet	for	each	farm.		

Crop	/	Product	–	the	name	of	the	crop	or	product	being	handled.		

Goal	–	How	much	of	the	product	should	be	harvested.	Enter	“All”	if	the	en3re	crop	should	be	harvested.	If	there	
is	a	minimum	goal,	indicate	that,	as	in	“All	–	min.	124	ct.”		

Actual	–	How	much	was	actually	harvested.	Input	a	ü if	the	actual	harvest	is	the	same	as	planned	(DO	NOT	
enter	a	ü if	the	goal	is	“all”	–	you	must	enter	a	quan3ty	in	this	box).		

Field	–	the	Field	(or	tunnel)	where	the	crop	is	harvested.		

Bed(s)	–	the	Beds	in	the	Field	(or	tunnel)	where	the	crop	is	harvested.		

Lot	Codes	–	the	lot	code	of	the	crop	or	product	being	handled.		

For	the	lot	code,	record:		

• Year	–	the	last	two	digits	of	the	current	year	(for	2015,	enter	“1”	and	“5”)		
• Month	–	two	digits	represen3ng	the	current	month	(for	February,	enter	“0”	and	“2”)		
• Day	–	two	digits	represen3ng	today’s	date	(for	the	9th,	enter	“0”	and	“9”)		
• Step	–	the	“step”	for	harvest	is	always	“1”,	so	this	has	been	filled	in	for	you.		
• Batch	–	“1”,	unless	you	need	to	differen3ate	between	two	batches	of	the	same	crop	/	product.		
• OG	–	enter	“O”	and	“G”	for	organic	product	ONLY	if	harvested	from	Organic	fields,	otherwise	enter	“-	-“.		

All	harvested	product	must	be	labeled	with	a	lot	code.		

Ini7als	–	the	ini3als	of	the	person	responsible	for	coun3ng	and	verifying	quality	of	this	crop	or	product.	

Instructions for Post-Harvest Plan and Log  
Crop	/	Product	–	the	name	of	the	crop	or	product	being	handled.		

Lot	Codes	–	the	input	and	output	lot	codes	of	the	crop	or	product	being	handled.		
For	the	input	lot	code,	record	the	lot	code	from	the	container	that	holds	the	product	you	are	handling	–	one	digit	
or	leLer	in	each	box.	In	the	even	that	you	are	combining	batches,	record	addi3onal	lot	codes	elsewhere	on	this	
log,	making	it	clear	that	they	belong	to	the	described	ac3on.		

For	the	output	lot	code,	record:		
• Year	–	the	last	digit	of	the	current	year	(for	2015,	enter	“5”)		
• Month	–	two	digits	represen3ng	the	current	month	(for	February,	enter	“0”	and	“2”)		
• Day	–	two	digits	represen3ng	today’s	date	(for	the	9th,	enter	“0”	and	“9”)		
• Step	(+1)	–	add	1	to	the	number	in	the	box	above	to	create	a	new	step	code		
• Batch	–	stays	the	same,	unless	combining	batches,	in	which	case	assign	the	highest	number.		
• OG	–	enter	“O”	and	“G”	for	organic	product	ONLY	if	input	lot	codes	include	“OG”,	otherwise	enter	“-	-“.		

Ac7on	–	the	handling	ac3on	you	are	taking:	bagging,	sor3ng,	washing,	and	so	forth.		
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Goal	for	Output	–	the	target	quan3ty	and	form.	For	example,	“3	–	24	ct”	for	3	cases	of	24	count	bunches.	You	
can	include	mul3ple	outputs	for	the	same	crop.	For	example,	if	you	need	three	cases	of	kale	for	wholesale,	and	
124	bunches	for	CSA,	you	could	write:		
• 3	–	24	ct	whsl		
• 124	ct	CSA		

Actual	(ü if	same	as	planned)	–	How	much	actually	resulted	from	the	ac3vity.	Just	make	a	ü if	the	result	is	
the	same	as	the	plan,	otherwise	record	the	actual	output.		

Equipment	C	and	S	ü -	Did	you	clean	and	sani3ze	the	equipment	(sinks,	tanks,	brushes)	immediately	prior	to	
cleaning	this	crop?	Make	a	ü if	yes,	leave	blank	if	no.		

Wash	Water	San.	ppm	–	If	you	used	wash	water	sani3zer	for	this	ac3on,	record	the	results	of	the	test	strip	dip	
here.	Note:	in	the	planning	process,	if	wash	water	sani3zer	should	not	be	used,	draw	an	x	through	this	box.		

Ini7als	–	the	ini3als	of	the	person	responsible	for	coun3ng	and	verifying	quality	of	this	crop	or	product.		
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Worksheet 4C: Enterprise Checklists 
Use these checklists to think about some of the elements of your planned enterprises - and to help you think 
about what you have, what you absolutely need, and what you may be able to put off for a while.  If it helps, feel 
free to jot prices in next to these checklists or use stars to note those that are more important than others.
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Crop Enterprise Checklist
Seed, seed stock, plants, seedlings, etc.
Added Nutrients: 

Fertilizers
Herbicide
Insecticide
Fungicide
Growth regulators
Harvest aids
Other?

Custom services
Conservation consulting
Dues
Freight
Inspections
Other?

Machinery
Fuel and lube
Repairs
Purchases
Other?

Irrigation
Water (consider system efficiency)
Water district charges, taxes, and other 
expenses
Fuel and lube
Repairs
Other?

Utilities
Labor
Miscellaneous crop-specific supplies
Crop insurance
Costs of accessing market
Checkoff/assessments
Shipping/transportation
Storage/processing

Other?  
 

Livestock Enterprise Checklist
Feed, minerals, and feed additives
Forage (by type)
Animal health/performance

Veterinary services and medicines
Pest control/chemicals
Expendable health equipment and 
supplies
Other?

Breeding costs
Bull, boar, ram, stallion fee (or 
maintenance cost)
AI charge, including semen
Estrus synchronization
Pregnancy checking
Other?

Machinery and equipment, including 
buildings

Fuel/lube or utilities specific to the 
enterprise
Repairs
Other?

Labor
Grazing fees
Land rental
Pasture maintenance (seed, fertilizer, 
fencing, watering systems)
Livestock-specific supplies (feed, bedding, 
veterinary)
Marketing costs (commissions, promotion, 
packaging)
Hauling/transportation (if not reflected in 
prices used)
Checkoffs/assessments
Livestock purchased for resale
Building space required

Other?  
 



Worksheet 4D: Estimating Personal Goals for Profit 
Estimate future family expenses - family living, education, retirement, and vacation expenses - to determine your 
minimum income (“necessary contribution”) from the farm business.  It may be easiest to work from your current 
expenses when estimating future expenses. Your “future” time frame can be anywhere from 1-30 years — choose 
the future profit goals that are most relevant to you.

Family	Living	Expenses	($/year)	 	 	 Current	 	 	 	 Future	

			Food	and	meals		 	 	 	 	 	 	 	 	 	 	

			Medical	care	and	health	insurance	 	 	 	 	 	 	 	 	

			Cash	dona3ons	 	 	 	 	 	 	 	 	 	 	 	

			Household	supplies	 	 	 	 	 	 	 	 	 	 	

			Clothing	 	 	 	 	 	 	 	 	 	 	 	

			Personal	care	 	 	 	 	 	 	 	 	 	 	 	

			Child/dependent	care	 	 	 	 	 	 	 	 	 	 	

			GiXs	 	 	 	 	 	 	 	 	 	 	 	 	

			Educa3on	 	 	 	 	 	 	 	 	 	 	 	

			Recrea3on	 	 	 	 	 	 	 	 	 	 	 	

			U3li3es	(household	share)	 	 	 	 	 	 	 	 	 	

			Nonfarm	vehicle	opera3ng	expense	 	 	 	 	 	 	 	 	

			Household	real	estate	taxes	 	 	 	 	 	 	 	 	 	

			Dwelling	rent	 	 	 	 	 	 	 	 	 	 	 	

			Household	repairs	 	 	 	 	 	 	 	 	 	 	

			Nonfarm	interest	 	 	 	 	 	 	 	 	 	 	

			Life	insurance	payments	 	 	 	 	 	 	 	 	 	 	

			Other	 	 	 	 	 	 	 	 	 	 	 	 	

Total	family	living	expenses	 	 (a)	 	 	 	 	 	 	 	

Other	Nonfarm	Expenditures	 	 	 	 	 	 	 	 	 	

			Income	taxes	 	 	 	 	 	 	 	 	 	 	 	

			Furnishings	&	appliances		 	 	 	 	 	 	 	 	 	

			Nonfarm	vehicles	purchases	 	 	 	 	 	 	 	 	 	

			Nonfarm	real	estate	purchases	 	 	 	 	 	 	 	 	 	

			Other	nonfarm	capital	purchases	 	 	 	 	 	 	 	 	 	

			Nonfarm	savings	and	investments		 	 	 	 	 	 	 	 	

Total	other	nonfarm	expenditures	 														(b)	 	 	 	 	 	 	 	

Total	family	and	nonfarm	expenses					(a	+	b)	=	(c)	 	 	 	 	 	 	 	

Nonfarm	income		 														 													(d)	 	 	 	 	 	 	 	

Income	needed	from	farm	 								(c)	-	(d)	 	 	 	 	 	 	

Module 4: Financial Management Worksheets


