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Why should we plan before we farm?

▪ Farming is typically very demanding
▪ It needs your resources such as

▪ Land, labor, money, time, etc. etc.

▪ Farming is inherently risky
▪ You have to spend money, before making money

▪ How much you produce and how much money you make are all uncertain

▪ Farming can profoundly affect
▪ Your life, your relationships, your family, and your community

▪ Making the right decisions can make many people better off due to your farming

▪ Making the wrong decisions can hurt you and many other people



How to make good decisions when 
selecting what to farm and how to sell 
your products? 

Adapted from T. Woods, and S. Isaacs.  2000.  A PRIMER for 
selecting new enterprises for your farm. University of Kentucky, 
publication: Agricultural Economics-Extension No. 00-13.



Six factors for making good farming decisions

▪ Profitability

▪ Resources

▪ Information

▪ Marketing

▪ Enthusiasm

▪ Risk



Profitablility:
Profit = revenue – operating cost –fixed cost

▪ Does the enterprise under review have the potential for 
significant positive profits?
▪ To determine profits, you need to obtain enterprise budgets; get help from local 

extension service or ag-economists in Land Grant universities
▪ Modify enterprise budget using a calculator or Excel

▪ If product prices dropped 5%, 10%, 25%, are you still making a profit?
▪ If gasoline or diesel prices went to $4/gallon, are you still making a profit?
▪ If you have to pay for more hired labor than anticipated, are you still making a 

profit?
▪ If your yield dropped below the yield in the enterprise budget, are you still 

making a profit?



Profitablility: production cycle & payback period

▪ How long is a production cycle ? 
▪ Lettuce: 45 days, broilers: 56 days, sweet corn: 75 days, cattle backgrounding: 7 months, catfish: 18 

months, apples: 2 to 6 years

▪ How many years needed to payback the investment in the 
enterprise?
▪ Suppose you invested $10,000 in a chicken enterprise; in year 1 your profit =$3,000, year 2 profit = 

$4,000, and year 3 profit =$5,000;

▪ Payback period = 2 + (10,000-3,000-4,000)/5,000 = 2+3,000/5,000 = 2.6 years = 2 years & 7 months



Profitablility: return on investment (ROI)

▪ Suppose Joe invests $10,000 in a small produce farm and makes $1,000 profit in Year 
1, $2,000 in Year 2, $3,000 in Year 3, $4,000 in Year 4, and $5,000 in Year 5, after which 
he retires

▪ What is Joe’s ROI?  Ignoring the time value of money, ROI =

▪ {($1,000+$2,000+$3,000+$4,000+$5,000)-$10,000}/$10,000 = 0.5  or Joe gets 50 ¢ 
per dollar invested

▪ Suppose Moe invests $8,000 in a pastured poultry farm and makes $1,000 profit in 
Year 1, $2,000 in Year 2, $2,500 in Year 3, $2,700 in Year 4, and $2,800 in Year 5, after 
which he retires

▪ Moe’s ROI = {($1,000+$2,000+$2,500+$2,700+$2,800)-$8,000}/$8,000 = 0.375 or Moe 
gets 37 ¢ per dollar invested



Profitability from small-scale horticulture

Hi-demand 
vegetables

Expected yield (UK) Farmers’ market price (UK)

Tomatoes 100 lb/100´ row≈2lb/plant $1.35 to $3.49/lb or $135 to $349/100´ row

Sweet corn 10 doz/100´ row≈1 ear/plant $4 to $6/doz or $40 to $60/100´ row

Bell peppers 60 lb/100´ row≈1 lb/plant $0.50 to $0.75/pepper or $120 to $180/100´ row

Spinach 60 lb/100´ row≈0.3 lb/plant $2 to $3 per bunch

Green beans 120 lb/100´ row≈0.6 lb/plant $2 to $3/lb or $240 to $360/100´ row 

Lettuce mix 50 lb/100´ row≈0.016 lb/plant $8/lb or $400/100´ row

Watermelon 40 fruits/100´ row≈2.5 fruits/plant $5 to $7/fruit or $200 to $280/100´ row

Carrots 100 lb/100´ row≈0.25 lb/plant $2.50/dozen or $83/100´ row

Cucumbers 120 lb/100´ row≈3.6 lb/plant $0.50 to $1/cucumber or $60 to $100/100´ row   



Resources

▪ Different resources are often needed for different enterprises
▪ Resource sharing: cattle backgrounding followed by pastured poultry share the same 

pastures; catfish free swimming with tilapia in cages share the same pond/aerator/labor

▪ If current resources of land, labor, & capital can be used for new 
enterprises, the risk of diversification is reduced
▪ E.g.: adding hemp to a produce farm, versus adding goats to a produce farm

▪ Labor resource management is crucial to selecting enterprises
▪ If farmer already has a labor-intensive enterprise (produce farming), its best not to select 

another labor-intensive enterprise (intensive fish farming)



Resources: taking a resource inventory

▪ Why??  Because this inventory helps you to figure out:
▪ The ability of your farm to produce food & collateral for future loan applications

▪ Where to invest money in future to make your farm resource base more capable

▪ Filing insurance claims in case of damages to your resources (theft, fire, natural disaster)

▪ Categories of resources on your farm
▪ Physical & natural resources

▪ Human resources

▪ Equipment resources

▪ Animal resources

▪ Financial resources



Your farm’s physical & natural resources

▪ Need a map of your farm, with pastures, fences, trees, streams, ponds, wells, 
potable water sources & flow rates, storage buildings, etc. 

▪ Soil surveys, soil test results from prospective locations of vegetable and grain 
production (UK Extension can help)

▪ Types of forage plants in pastures

▪ Presence of wildlife that can harm the farm (deer, raccoons, coyotes, birds, etc.)

▪ Current market value of your farm



Your farm’s human resources

▪ Farmer, family, full or part-time employees, custom hire, friends
▪ Special knowledge or skills that will help you grow and sell food?  

▪ Ex: Spanish speaking employee can help with direct marketing to Hispanics

▪ What are their assigned duties on the farm?

▪ If someone becomes ill, what personnel backups do you have?  

▪ I-9 form, tax, SS, and insurance information



Your farm’s equipment resources

▪ Farm equipment: 
▪ Soil working, harvesting, hay making : Tractors (hp) and implements

▪ Transportation: trucks and trailers

▪ Storage: produce cooler, freezers, ice machines

▪ Cattle, sheep, & goat handling equipment 

▪ Age and condition of equipment; when it needs replacement



Your farm’s animal resources

▪ Inventory of livestock, guard animals, other animals

▪ Breeds, health records, growth records

▪ Number of acres, forage yield records

▪ Types of forages in each pasture 



Your farm’s financial resources

▪ Cash, bank accounts, savings accounts, amount owed the farm…

▪ Debts: lender, amount owed, interest rate, time remaining

▪ Operating loans you expect to have every year

▪ Other credit: feed store tab



Information

▪ Good info is essential in making good farming decisions

▪ Unusual/exotic enterprises (e.g., pharmaceutical crops, indoor shrimp farms) typically require 
farmers to spend much money and time in workshops, schooling to learn proper management

▪ Beware of people who charge money to teach you a surefire way of making lots of money



Information

▪ Smart farmers create an inventory of people with information about production 
management, disease control, pest control, harvesting & handling, marketing, farm 
records, financial analysis

▪ Examples:
▪ Extension agents & specialists, Land Grant university specialists,  feed mills, seed sellers, veterinarians, 

local bee clubs,  farmers’ market managers, stockyard managers, etc.

▪ Other farmers and farm mentors are some of the best people to give you information

▪ Websites with up to date marketing information: farmers’ market prices for vegetables, meat & eggs 
published every year by UK, extension fact sheets, farming magazines



Marketing

▪ How much effort are you willing to put into marketing?  Wholesale Vs Retail
▪ How capable are you at communicating your products to buyers?

▪ Do you have Spanish speakers on your team?  

▪ Selling food to Hispanics (get retail price for whole fish and live animals)

▪ Commodity marketing or niche marketing?
▪ Marketing risk in niche marketing 

▪ If niche market has too many suppliers, prices become low

▪ If a few buyers stop buying in a niche market, you can lose big



Marketing

▪ How accepted are your products?  Arugula Vs. Watermelon
▪ How differentiated are your products? 

▪ Locally grown, certified organic, heirloom, non-GMO,  chemical/antibiotic free, grass-fed

▪ Can your product be sold directly to consumers?  Vegetables Vs. Grains

▪ Can you add value to your products? 
▪ Grilled fish fillets at FM instead of raw fillets

▪ What is your market intelligence? 
▪ Do you know prices, quality grades, transaction costs, buyer preferences prior to sales?



Enthusiasm: Why do you want to farm and 
what makes you suitable for success in farming

▪ What are your goals?  Income?? Do you want money for livelihood, for a vacation, to pay for 
the farm, to put kids through college?

▪ Specific – the goal has a specific thing to do that can be defined:
▪ Produce & sell 1,000 pounds of tomatoes

▪ Measurable – the goal can be measured and proven 
▪ Are you keeping good farm records so you know if you are meeting, surpassing, not meeting your goals?

▪ Attainable – the goal is realistic
▪ If you are using a community garden plot, you are unlikely to grow 1,000 pounds of tomatoes

▪ Rewarding – moves your farm towards where you want it to be
▪ Selling 1,000 pounds of tomatoes for $1,500 to $2,000: does this help you realize your overall goals?

▪ Timely – there is a time limit to reach each goal
▪ Is there sufficient time to plant, grow, and sell 1,000 pounds of tomatoes?



Risks in agriculture: 5 areas of risk management

▪ Production: how adaptable is the enterprise to your area?  Goats are more disease prone than 
sheep in KY; watermelons do better in the deep South than in KY; 

▪ Marketing: need a widely accepted product that can be consumed without specialized processing
▪ If you are selling to only 2 restaurants, and one stop buying, you just lost 50% of your market

▪ Financial: does you farming plan allow you to save money so you never have a negative balance in 
your cash flow statement?

▪ Legal: are your fences strong enough to contain your animals that might otherwise escape & harm 
lives or property?

▪ Human: what type of insurance do you have if people are hurt by your farming activities?  Are you 
compliant with all the regulations associated with your farming practices?  If we lose you, who will 
inherit your farm?



SWOT Analysis: the Good, the Bad, and the Ugly

▪ For a small produce operation  
▪ The following is a SWOT analysis for this business:

July 22, 2012Footer text here 22

STRENGTHS WEAKNESSES

• Small-scale, low –investment operations
• Mostly family labor is used
• Family labor is willing to work evenings on Thursdays 

and Fridays to get produce to farmers’ markets by 
Saturday

• The farm is located in Franklin County, known for its 
high income tax rate

• The farm does not afford to buy a produce cooler, so 
harvesting must occur one day before sales or on the 
day of sales

• The farm is too dependent on family labor

OPPORTUNITIES THREATS

• Sufficient number of farmers’ markets exist near the 
farm to sell 200 pounds of produce per week

• Might start blackberry and strawberry production if 
there is not much supply at the farmers’ markets

• Opportunity to sell fresh herbs & peppers to local 
Hispanics

• There is already a lot of produce farms nearby, selling at 
farmers’ markets

• Many customers want sweet corn and green beans and 
these crops are not very profitable for this farm because 
of the lack of resources



Thank you for participating
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