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CHAPTER I 

INTRODUCTION 

Decisions Faced by Farmers 

Modem farming is a complex business involving 

the knowledge of many basic and applied sciences. The 

manager of a farm is continually faced with responsi 

bility of making decisions that affect the welfare of 

his business and his family. These decisions may vary 

from deciding whether to milk before or after breakfast 

to deciding whether to shift from beef to daixT* or maybe 

whether to buy the tract of adjoining land. Not only 

must the farmer have knowledge of the technology of these 

various alternatives, but he needs to know scaaething 

about how to choose the best alternative. This process 

by which one choice is selected frcaa among those that 

are available is known as the decision making process.^ 

1 
Carl C. Malone and Lucile Holaday Malone, Book 

Preview: Decision Making and Management for Fsyn and 
Home (Ames: The Iowa State College Press, 195b), p.7. 

t 
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Information Needed In Deoision Making 

Scmie economists contend that there are only two 

kinds of Information involved in the management of a 

farmt (1) price data and (2) Input-output data. A more 

careful look indicates five broad subject-matter areas 
2 

which managers must study: 

1. Price structure and change. 

2. Production methods and responses (Including 

weather effects)• 

Prospective technological developments. 

The behavior and capacities of people asso 

ciated with fam businesses. 

5* The economic, political, and social situation 

in which a farm business operates. 

The farm manager deals with decision making in 

connection with economic organization and operation of 

the farm. In the area of organization the operator 

must decide on the kinds and amounts of products to be 

produced and the kinds and amounts of resources to use 

in obtaining their production. In the area of operation 

2 
Glenn L, Johnson and Cecil B. Haver, Deoision 

Making Principles In Farm Management, Kentucky Agricul 
tural Experiment Station, Bulletin 593» 1953» P» 8-
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h« must decide how to get the work done, the order of 

operation, how much time to devote to each Job and the 

method or practice to use. 

The decision making process is a mental, not physi 

cal, operation. It is the responsibility of management 

and the process begins when the family sees something 

they think is worth trying to change. The steps or tasks 

in this process may be classified as: (1) observation, 

(2) analysis, (3) decision concerning the problezas under 

consideration, (i4.) aotlon*taklng, and (^) acceptance of 

responsibility for the decision.^ A sixth step might be 
getting ready to move on to other things when the Job 

tmderway is finished. To intelligently make these de 

cisions there is need for knowledge which can be used 

as a guide in predicting the results of the proposed 

action. One good source of this information can be found 

in the analysis of accurately recorded happenings in the 

farm records on the farm in question. Records from other 

farms with similar situations or records from a group of 

farms with probleias closely associated with the problem 

confronting the Individual may also be helpful. 

Glenn L. Johnson, Manaj^rial Concepts for Agrl-
culture, Kentuc^ Agricultural Experiment Station, Bul 
letin bl9, 19$k» p. 12. 



Need for Vise Decisions 

Characterietlcs of agriculture today point to the 

need for more accurate and personalised Information to be 

used by the indlYidual farmer as a basis for the develop 

ment of both short and long range farm plans. Changing 

economic conditions have placed the farmer in a position 

where he must use all available sources of information 

and techniques to maintain or improve his inccsiw position. 

The realized net income (income available for spending 

after the farmer has paid all of his production expenses) 

of the farmer in the United States in 19^7 was four per 

cent lower than The Tennessee fsarmer did not fare 

so well since the estimated realized net income in 1957 

was eleven per cent lower than 1956. 

Production expenses on Tennessee farms have in 

creased from 1^.6*3 per cent of the realized gross income 

in 1950 to 56.2 per cent in 1957*^ Records kept by test 
demonstration farmers in Tennessee showed that production 

S. Department of Agriculture, Agricultiiral 
Marketing Service Farm Income Situation PIS—167, February 
1958 (Washingtoni Government Printing Office, 1958)» P* 1# 

^Xbid., p. 26. 
6 
U. S. Department of Agriculture, Agricultural 

Marketing Service Farm Income Situation FIS—165, Sept^-
ber 1957 (Washington; Government Priniing Office, 1957), 
pp. 12-13. 



•xpensee 57*3 c«nt of the gross fftna inoome in 

1951 and 67•8 per cent in 1956 

If the level of living now attained by the farm 

family is to be continued, the net income level must be 

maintained or improved. According to the 195^; Census of 

Apyiculture farm families in Tennessee are enjoying many 

of the home conveniences similar to the urban families. 

The extent of these conveniences is indicated by the per 

cent of the farm families reporting the following items:
8 

1. 91 per cent with electricity. 

2. 36 per cent with piped-running water. 

3. 30 per cent with telephones 

1|., 25 per cent with television 

17 per cent with home freezer 

The type and quantity of farm expenses and level 

of living expected by the farm family have helped place 

the fsumer in the position where careful management and 

improved technology must be applied if these obligations 

are to be met and the living standards maintained or im 

proved. The analysis and use of farm business records 

^Parra Management Department, "Changes Pound on 100 
Test Demonstration Farms 1951-1956 {Unpublished prelimi 
nary tabulation, Agricultural Extension Service, The Uni 
versity of Tennessee, Knoxville, 1958). 

8 
U. S. Bureau of the Census, 195^ Census of Agri 

culture, Tennessee, Vol. 1, Part 20 (Washington: Govern 
ment Printing Office, 1956), p. 9h« 
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can contribute very materially in providing guide lines 

for successful planning and operation of the farm* 

Problems of a Becord Program 

In looking at the problems connected with the 

future conduct of a record program it is necessary to 

look at the source of records to be used* Will it be 

only those records associated with some other program 

as test demonstration, fax*m and home development, or some 

other classification of required record keepers? If only 

those who request record analysis are used will it give a 

eroas section of the agricultural conditions in Tennessee? 

How can the cross sectional requirement be reached most 

effectively? 

The varied conditions of Tennessee agriculture 

with fifteen major areas and twenty-five minor areas 

ranging from the small general mountain farm in the 

eastern part of the state to cotton farma in the Misela* 

sippi River Bottom make the standardisation of farm 

records quite difficult*"^ The usual record including 

9
B, H* Luebke, et al,, Tgyes of Fuming In Ten 

nessee, Tennessee Agricultural Experiment Station, Bul 
letin 169* 1939» P* ij-0. 
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inventories, financial transactionB and production in 

formation could in a general way meet the needs. The 

addition of enterprise, poultry production or milk pro 

duction (DHIA) records could add valuable information 

for both the farmer and educational programs. 

The kind of record analysis would depend upon the 

use to be made of it. This ranges from the needs of the 

farmer completing his tax return, or preparing a net worth 

statement for his banker to justify a loan, to the agri 

cultural specialist attempting to determine the most ef 

ficient combination of enterprises for a particular area 

in the state or secure "input-output" data for a particu 

lar type of farm. 

How many records would be analyzed? This antici 

pates the analysis taking place at the College of Agri 

culture, either at one central point or under the super 

vision of the college at different locations in the state. 

Again the problem as to the kind of analysis to make be 

comes important, A brief net income calculation could be 

worked fairly rapidly while group analysis involving effi 

ciency factors would be much more time consuming. Along 

with the number to be analyzed would come the question of 

the size of the budget for this work. Would it be large 

enough to mechanize the analysis process? 



8 

The superviaion of the project presents a problem 

of consideration of change from the present organization* 

Could more effectiTe organization of the project be accom 

plished vith a change in supervision in keeping with the 

objectives of the existing record project? 

Purpose or Objectives of the Study 

This is a study of farm record analysis, particu 

larly as it relates to the records of the families who are 

cooperating with the Tennessee Agricultural Extension Ser 

vice farm record project. The major objectives of this 

study aret 

1* To examine the present methods of farm record 

analysis being used in Tennessee* This includes farm, 

county, and state level analysis* A study of methods can 

not be done very effectively without considering the use 

which is made of the analysis. Thus it becomes a problem 

requiring the application of basic economics, relating 

the "input" of finances and time required to prepare the 

analysis to the "output" of effective use of the analy 

sis* 

2. To examine the methods used in other states by 

the college of agriculture and other organizations, giving 

particular attention to trends in the work and possible 
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projections of activity. 

3. To determine the possibility of all three di 

visions of the college of agriculture participating in 

the farm record project* 

1|.« To make recommendations as to the area in 

which the college of agriculture could be working, the 

departments or groups Involved and the sise of the pro 

ject* 

No attempt was made to reach a final conclusion 

which would preclude any further study of the problem. 

Instead the attempt was to appraise the strength and 

weaknesses of the alternative possibilities. 

A few basic assumptions must be recognized in 

this study. First, the fana record is to be the basis 

of the infozmiation to be analyzed. Second, a farm busi 

ness survey can be of much value in farm management re 

search, This study, however, will not attempt to per 

suade anyone to forsake the survey method and take up 

records, as its concern is in the analysis and use of 

records. Third, while the project leadership in Ten 

nessee rests with extension personnel, this does not 

preclude the future possibility of research leadership 

or joint extension-research-teaching participation. 

Fourth, the farmer automatically grants permission for 
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tho use of record analysis Information In group studies. 

For case studies it may be advisable to secure the spe 

cific permission of the record keeper before publishing 

the results of analysis. 

Procedure and Source of Data 

Zt is difficult to attempt to evaluate a project 

of this kind. The evaluation of methods, as in this case, 

may be based too much on judgment and bias may be inject 

ed into the conclusions. Also the analysis of the situa 

tion may not include all influences, for example, all 

test demonstrators were required to keep a complete farm 

business record and this resulted in some poor quality 

records being submitted for analysis. 

Much of the data for this study comes from the 

files of the farm nuanagement department of the Tennessee 

Agricultural Extension Service and was based on more than 

thirty years of records and experience. Procedures fol 

lowed by other states were studied. The Southern Region 

Extension Farm Management Committee was interviewed by 

an infoxmial questionnaire. Reports made by such groups 

as the various regional farm management research commit 

tees were also helpful. The Journal of Farm Economics 
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provided aome excellent discuseions on methodology# The 

agricultural Censvu# Reports and unpublished annual reports 

of the Tennessee Agricultural Extension Service were also 

sourees of basic Iziformatlon. Numerous books on account-

Ingf Fazmi Management, and Agricultural Economics were 

helpful* 

Organization of the Study 

This thesis is organized into six chapters* Chap* 

ten I Is the Introduction giving the nature of the problem, 

objectives of the study, approach to the problem, and the 

organization of the report. 

Chapter II discusses the present program as It is 

being carried out. 

Chapter III Includes the potential role of the 

record program In extension, teaching, and research. 

Chapter IV Includes a study of the kinds of reo^ 

ords to be kept and the axialysis to be made. 

Chapter V is a study of the organization of the 

record program. 

Chapter VI Is the summary and concluslcnas. 



CHAPTER IZ 

mSSmS PBOGOiAM 

The present progrtus eftimet be acciiretely discussed 

without making a brief study of the history of farm record 

work in Tennessee, Such a review includes the beginning 

of farm record work* those factors contributing to the 

success as well as those wtiioh have tended to place lim 

its on it. The kinds of record used* the types of analy 

sis» and the uses made of them are also a part of this 

discussion. 

Historical Development 

For more than thirty years the Tennessee AgrlcuX** 

tiaral Extension Service has been analyzing farm business 

records as a part of its educational program in farm 

management. This record analysis project has been an ex 

tension service activity from the beginning with the 

county agent being responsible for the field contact and 

the specialist providing much of the technical informa 

tion and promotional leadership* 

The ground work for this project was laid in 1918 

with the newly appointed extension farm management 
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specialist distributing sooe farm record forms and giving 

instructions on keeping these records*^ The demand for 

expansion of research and teaching at college level caused 

the specialist assigned to the project to be reassigned 

to research and teaching activities and the z^ecord project 

was dropped. 

The project remained dormant until 192? when it was 

reorganised under the supervision of the extension A^ono-» 

my Specialist.'' A review of the history of Farm Hsnage-

menty and farm recoz>d8 are a segment of that field, shows 

that it "grew out of the applied agricultural sciences 

rather than as a logical expansion of the general field 

of economics."^ Andrew Boss and V, M. Hays of Minnesota 
were agronomists, G« Warren of Cornell was a horticul* 

h 
turist. Activities in Tennessee followed the pattern of 

other institutions by placing farm management in the hands 

of an agronomist. 

The project started in 192? by 

• • • assisting farmers in Greene, Washington 
and Cheatham Counties to keep farm business 

Annual Report, Farm Management Department, Agri 
cultural Extension Service, The University of Tennessee, 
1918, p. 214.5. (Unpublished.) 

2 
Annual Reports, Farm Management Department, Agri 

cultural Extension Service, The University of Tennessee, 
1914-1957. (Unpublished.) 

2j. Herman Efferson, Principles of Farm Management 
(New Yorks HcGraw Hill Book Company, Inc., 1953)» P« 12. 

^Ibid.. p. 11. 
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records. Sixteen records were completed. A 
report of each record was made to the farmers 
and county agents concerned and general in 
formation from the group of records was made 
available to all Extension workers.5 

Establishment of the Department 

A department of Farm Management was established 

In 1931 with the former agronomist as head of the depart 

ment and an assistant specialist assigned to each of the 

four extension districts, A major responsibility of each 

specialist was supervising the keeping and analysis of 

farm records. The expansion of this work, as shown in 

Table X, was reflected in the fact that the number of 

records analysed in 1932 was 543. which was more than 

twice the number in the project the previous year. The 

sli^t reduction in 1933 to I4.88 records laay have been in 

fluenced by the general economic instability and by the 

fact that one of the farm management specialists was as 

signed to assist with an out-of-state project for part 

of the year. 

5 
Historical Appraisal of Agricultural Extension 

Work in Tennessee 1914-1939, Agricultural Extension 
Service, The University of Tennessee, 1939, p. I38. 
(Unpublished,) 
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TABLE I 

NUMBER OP FARM RECORDS SUMMARIZED El 
TEARS, TEMESSEE, 1927-1957® 

Number of Number of 
Year Records Year Records 

1927 16 1945 903 
1928 116 1946 900 
1929 154 1947 936 

1948 800 
1930 212 1949 878 
1931 265 
1932 1950 1,064 
1933 488 1951 524 
193k 101 1952 400 

1953 417 
1935 1,156 1954 493 
1936 2,486 
1937 3,358 1955 412 
1938 3,157 1956 308 
1939 3,004 1957 

1958 
300, 
390^ 

191^0 2,953 
1941 2,929 
1942 2,60? 
1943 2,250 
1944 2,296 

& 
Source: Tenneaaee Agricultural Extension Annual 

Reports and Extension Farm Management Reports# (Unpub 
lished.) 

b 
Tobal number farm records submitted in 1958 for 

the 1957 production year. 
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Th« depression along with Extension responsibility 

for the Agricultural Adjustment Administration (Triple A) 

program largely aocounts for the tremendous drop in 1934 

to 101 records* The emphasis placed on farm records by 

the Agricultural Adjustment Administration through their 

educational efforts and their distribution of a record 

book to any one desiring it helped to increase the number 

analysed in 1935 bo 1156. To this point the farm record 

program had been on a voluntary basis. Any farmer %dxo 

completed a farm record and wanted an analysis could sub 

mit the book to the county agent and the summary and 

analysis would be prepared. Two federal programs assist 

ed in the analysis work. A W.P.A, (Works Progress Ad 

ministration) project was approved providing some full 

time clerical assistance for the farm record project. 

The other was the ST.Y.A. (National Youth Administration) 

which provided funds for employing college students on a 

part-time basis to help with their educational program. 

Test Demonstration 

The next big mile-post in record work in Tennessee 

came with the introduction of test demonstration late in 

the fall of 1934 spring of 1935- This was a coopera 

tive program of the Extension Service and the Tennessee 
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Valley Authority. Through a contractual arrangement 

T.V.A, made available fertilizer materiale "for experi* 

mentatiOHj) education, and intxoduotion of the use of 

such products in cooperation with practical farmers so 

as to obtain information as to the value, effect, and 

best method of their use."6 They also contracted with 

the Agricultural Extension Service to employ personnel 

to supervise the use of this fertiliser material and de 

termine the results of its use. This placed an assistant 

county agent in each of the counties draining into the 

Tennessee River and its tributaries. One of the responsi 

bilities of this assistant agent was to work with from I4.0 

to 125 test demonstration fanoers in farm planning and 

record keeping. 

The farmer approved to use these fertilizer ma 

teriale was required to keep a farm business record and 

submit it for analysis. This reduced the record keepers 

to a "captive group" and soon the only records analyzed 

were for test demonstration. The maximum number of records 

was reached in 1937 when 3»3S8 were analyzed for the 1936 

business year. Much of the mechanical operation of analy 

sis was handled with the punch card system of IBM equipment. 

6 
I4.8 Stat. 61-63, Section $9 (1933). 
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The need of this equipment in the war effort of 

World War II removed it from the record project and in 

an attempt to continue to maintain the large number of 

records a shorter summary and analysis was planned for 

the 191+2 business records. This was not very satisfac 

tory and finally in 191+5 number was reduced still 

further, partially due to work loads and partially due 

to test demonstration policy which by now was governing 

the record project, 

A further reduction in the number of records sub 

mitted to the state office occiupred in 1951- By shifting 

the analysis for about one-half of the records to the 

county staff it was possible to xneet the test demonstra 

tion budget reduction for clerical work. 

Kinds of Records Used 

The first records were designed to give the record 

keeper information as to the net faz*m or labor income. 

This record included the financial accounts (receipts, 

expenses, and inventory valuation) and physical quanti 

ties for production and inventories for the whole farm. 

The record form was developed by the Agricultxaral 

Extension Service and distributed primarily by the county 

workers. This type record was continued until the 
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Agricultural Adjustment Administration published a book 

to be used in connection with the production control pro 

grams* Since this book was designed to be used over the 

entire United States it did not zoeet the needs of the 

Tennessee farmer as well as was desired. This fact along 

with the changes in the income tax law to provide added 

revenue for the war effort prompted the Tennessee Fajna 

Bureau to begin its activity in supplying a farm record 

book more suited to Tennessee conditions.^ This book, 

with the revisions which have been made, is currently 

in use and Farm Bureau, Internal Revenue Service and 

Extension united in a training program for its use. 

With the beginning of test demonstration in 1935» 

many methods were tried to develop and improve farm rec 

ord techniques. One of these was the use of the inventory-

type record. Extension Publication I67, "A Planned Farm 

Program" was prepared to provide an annual physical in 

ventory of land resources, livestock numbers, feed and 

supplies in inventory. 

The individual enterprise record was also develop 

ed for poultry, dairy, and a few particular crops. The 

7 
Annual Report, Farm Management Department, Agri 

cultural Extension Service, The University of Tennessee, 
I9k2, p. (Unpublished.) 
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poultry flock record and Dairy Herd Iraproveiaent Aasocia* 

tlon (DHXA) records have been most useful in the eduoa* 

tional programs when combined with the overall farm 

business record. 

Beginning in 1955 faw test demonstration fami 

lies kept a family financial record. This Included the 

non-farm receipts and expenditures of the family and 

proved helpful in determining family expenditure patterns. 

No attempt was made to include in this study the 

faxm record book activity of the various commercial con 

cerns such as machinery companies, banks, and farm supply 

fizmis. Neither was the work included of the Farmers Home 

Administration (F.H,A,) whose clients are required to 

keep a specific record book. 

Hany of the farmers using any of these various 

books may have been influenced to do so as a result of 

some promotional work by the county agent. 

Record Analysis 

The farm record analysis in Tennessee was made on 

both individual and group basis. The individual farmer 

was encouraged to keep a fam business record to assist 

with the adjustment planning of the farm operation. 

Through the analysis of the current record various 
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efriclenoy factors were calculated* These included: 

1* Measures of farm earnings, 

a* Total gross fam income, 

b* Met farm income. 

c. InccHoe per acre. 

2, Kind of organization. 

a. Per cent of land in different crops, 

b. Per cent returns from crops. 

c* Per cent returns from livestock. 

d. Animal units per acre. 

e. Number of Important sources of receipts. 

3* Size of business. 

a. Investment in land and other capital items* 

b* Acres in farm azjd quality of soil. 

c. Acres of crops. 

d. Number of men working. 

1:.. Efficiency of crop production. 

a. Yields per acre. 

b. Value of crops produced per acre. 

c. Fertilizer costs per acre. 

5* Efficiency of livestock production. 

a. Milk sales per cow both physical and monetary. 

b. Eggs per hen. 

c. Pigs per litter or per sow. 

d. Per cent calf crop. 

e. Pounds beef sold per cow or per acre. 
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6» Labor efficiency. 

a. Labor cost per acre. 

b, Man work unite per man. 

7. Machinery efficiency. 

a« Machinery coat per acre. 

b. Quantity of work per machine. 

8. Efficiency in buying and selling. 

a. Expenses per acre. 

b. Expenses per unit of livestock. 

It la doubtful if a farmer considered all of these fac 

tors at one time but any of these factors could have 

been worked by the farmer with a little assistance. 

Another type analysis that was made by the farmer 

was one which provided net fana income adjusted to meet 

the internal revenue service requirements. Since most of 

the farmers filing tax returns use the cash basis, a sim 

ple farm accounting procedure is sufficient to meet the 

requirements. It included beginning and ending inventories 

(to be used as a basis of depreciation), receipts and ex 

penses. The participants in the Farm Income Tax Training 

Schools reported that the number tax returns which they 

assisted with increased from 8,057 in 1953 to 2XS$k in 
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1957* This indication of the increasing interest in 

this phase of analysis is shown in Table IZ. 

Adjustment Planning 

The Extension Service also used the analysis of 

the individual record in adjustment planning. This has 

been referred to as "remedial planning" since it is used 

to determine the weak spots in the business and then 

offer possible remedies. This is based largely on factor 

analysis comparisons. The possibility of factor analysis 

is almost unlimited depending on the details found in the 

book. Usually this type analysis included more of the 

indexes such as crop yield index, man work units or 

animal unite than was used by the individual farmer as 

more complex calculations were necessary to determine 

these factors. 

The analysis was useful in comparing different 

types of enterprises in the organization of farms. Com 

parison of the net farm returns from a beef farm to that 

of a dairy farm or varying sizes of operation of the same 

type of farming could be made. 

8 
Annual Reports, Farm Management Specialists, 

Agricultural Extension Service, The University of Ten 
nessee, 1953-1957• (Unpublished.) 
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TABLE II 

PARTICIPATION FARM INCOffi TAX TRAINING SCHOOL 
TENNESSEE 1953-1957° 

1953 19$k 1955 1956 1957 

Number partici 
pant® 86 132 269 213 217 

Number countiea 
represented 55 61 75 61 69 

Estimated returns 
completed last 
year 8,057 12,985 13,225 19,752 21,$$k 

Anticipated num 
ber returns . . 
this year NA® NA® 19,106 21,462 21,876 

c 

Source: Annual Reports, Farm Management Special 
ist, Agricultural Extension Service, The University of 
Tennessee, 1953-1957• 

d 
Not available* 
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Case Study 

One of the more popular methods was the case study 

type analysis which was used to show progress or the lack 

of progress over a period of years* An example of this 
Q 

is found in the Earl Tester report*' 

Earl Tester was approved as a unit test dem 
onstration farmer by his neighbors at a com 
munity meeting in 1935• • • • 

Farm records show ;&31 worth of 0-10-l|. ferti 
lizer and 16 per cent phosphate purchased in 
1935 compared with ^ii56 spent for high-analysis 
phosphatef muriate of potash and nitrate of 
soda for home mixing in 1941. • . • 

Better fertilization...enables Earl to 
produce more total bushels of grain with less 
damage to his land. For example* 5^ acres of 
com made 95 bushels in 1935 but 2 3/4 acres 
made 132 bushels in 1941* • • • 

The quarterly reports prepared since 1953 for test 

demonstration activities usually included about twelve 

case studies each year* Practically all the basic in 

formation for these studies was taken from the farm 

business records* 

Group Analysis 

The early farm record analysis was largely on a 

county basis with simple averages and the high and low 

9 
Joe A, Elliott and E* P, Callahan, Farming for 

Victory and Peace, Publication 263, Agricultural Exten 
sion Service, The University of Tennessee, 1942, p* 6. 
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groupB being calculated for a number of production and 

efficiency factors* The individual farm was compared 

with the county summary* After t^e removal of IBM equip 

ment* this report was discontinued because of its com 

plexity for hand sorting. In more recent years a very 

simplified county report has been made by the county 

workers using a limited number of efficiency factors* 

This type report has been very helpful in identifying 

problem areas for the individual farm* 

Type-of-farming groupings have been made for both 

dairy and beef farming. The information in the record 

books is not in sufficient detail to be of most value in 

such an analysis. 

Special studies have been made from the farm rec 

ords* For example, "A Study of the Developaaent of 100 

Farm Unit Test Demonstrations in The Norris Area 1935-

1939."^° 

The primary purpose of farm unit test demon 
strations is to test t^e effect of liberal ap 
plications of phosphate fertilizers to farms 
representative of the important agricultural 
conditions of the region. 

This study is an attempt to measure and de 
scribe the stages in the development of farm 

10 
A Statement of Results of the Farm Unit Test 

Demonstration Work, Agricultural Extension Service. The 
\Jnlversity of Tennessee, Special Circular No* I5l» 19^1, 
P. 27. 
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unit test demonstrations to date in the terms 
expressed by the farm business records kept by 
test demonstration farmers. For this purpose, 
transcripts of the records of 100 test demon 
stration farms in the area surrounding the Nor-
ris Reservoir for the years 1935-1939, inclu 
sive, were assembled. 

There is at the present time a study underway to 

determine some changes occurring on 100 test demonstra 

tion farms using the records for 1951 through 1955* 

Some special analysis were made under contract 

for a specific purpose. In 1937 the Agricultural Adjust 

ment Administration contracted for a project described 

11 M 
as An analysis of records from tenant farms in select 

ed type-of-farming areas in Tennessee, with special refer 

ence to the formulation of program under the Soil Conser 

vation and Domestic Allotment Act." The objectives were: 

"To determine the nature of farm leasing and cropper ar 

rangements in selected type-of-farming areas in Tennessee 

and the relation of tenxxre status to land use, soil con 

servation, fazva management practices and the distribution 

of farm income." The procedure provided: "Prom approxi 

mately 1000 farm business records . . « for the year 1936, 

data will be tabulated and analyzed.. . •" 

11 
Memorandum of Agreement between Tennessee Agri 

cultural Extension Service, U. S, Department of Agricul 
ture, Department of Agricultural Economics and the Agri 
cultural Adjustment Administration, Effective Date April 
1, 1937. 
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POTENTIAL ROLE OP A FARM RECORD PROGRAM 

Any difioussion of farm records very quickly begins 

to Include farm management and It would be very Impracti 

cal to discuss the potential role of farm record program 

without relating it to farm management. Other sources of 

farm management data must a3,8o be considered. 

A farm record program as discussed here logically 

considers four groups: (1) the record keepers, (2) agri 

cultural extension, (3) research and (4) resident teaching 

at college level. A discussion of the role of each com 

bine to Budce up this chapter. 

A farm record la the written story of the farm 

business recorded by the farmer as it happened. It in 

cludes (1) the inventories of resources used, both ii^ysl-

eal quantity and monetary value, (2) receipts and expenses 

Incurred in the farming operation and (3) production in 

formation for both crops and livestock. This implies that 

the Information will be In sufficient detail and organised 

in such a manner that the picture of the farm operation 

can be reconstructed at any future time either by the 

farmer or by professional workers. 
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Qualifications must now be established. One of 

the basic rules in a record project provides that} 

No farm record should be kept until the pro 
ducer has a definite need for the information 
to bo assembled and a concrete use for the col 
lected data after sumarization at the close of 
the year. There is neither glory nor profit in 
records kept merely for the sake of keeping rec 
ords. If records kept on the farm are adapted 
to the needs of the individual farmer and are 
used after having been assembled and summarized, 
however, the returns per hour of work applied on 
the records are likely to be higher than the _ 
earnings per hour from enterprise on the farm.* 

In looking at the potential role of farm business 

records it was assumed that records were of value in the 

area of farm management. Farm management can be defined 

as *'tbe science which involves the organization and opera 

tion of the individual farm from the view point of effi-
2 

ciency and continuous profit." Dr. Black becomes more 

specific when he states: 

Farm management as now conceived in the United 
States is both a pure and an applied science. As 
a pure science, it seeks to extend a growing body 
of principles relating to the way in which agri 
cultural resources are used; as an applied science, 
it endeavors to apply such of these principles as 
seem useful as a guide in the task of setting up 
and operating individual farms.3 

1 
Norman Efferson, Principles of Fam M^agement 

{New Yorki McGraw-Hill Book Company, Inc., 1953)» P» 
2 
Ibid., p. I4.7. 

^John D. Black, Farm Management As Applied Science 
(New York: Social Science" Research Council, Bulletin Num-
ber 13, 1932), p. 11. 
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Basic fam management facts from which thase farm 

management principles are developed may be obtained from 

(1) farm records, (2) fam surveys, (3) individual farms 

organized to take advantage of the controlled experimental 

method and (i^.) theoretical farm models developed according 

to the principles of economic theory and then tested under 

farming conditions.^ 
Farm accounts and farm surveys provide the most of 

the management facts from which these principles have been 

developed. The experimental method has been of little 

value to farm zoanagement research due to excessive ex 

pense in developing and maintaining sufficient individual 

farms to study the varying problems of management. It is 

more useful in the area enterprises rather than for the 

entire operating unit. Limited work in this field such 

as the pilot farms at the Ames Plantation is being started. 

The theoretical approach has been of little value in es 

tablishing farm management principles for farmers. It has 

been of value, however, when used as a check on the results 

obtained by other methods and to serve as a guide to aid in 

pointing out definite problems euid in developing principles 

relating to these problems. 

li , _ 
Efferson, op, cit., p, ii-o. 
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Thus any farm record or organized system of farm 

accounting is Just another farm tool and serves to aid 

the producer in obtaining greater net income or to smLxi-> 

mize what ever satisfactions happen to be the goal of the 

farm operator and his family. If these records are not 

serving this purpose they are of no more value to the 

farmer than a piece of farm equipment which has been pur 

chased but not used. 

The record project must therefore be developed on 

these assumptions: 

1, Records of the farm business, if accurately 

recorded and properly analyzed, are valuable tools to be 

used by the farm operator in making future adjustments. 

2, Farm business records are a valuable source of 

information for: 

a. The professional agricultural worker, particular 

ly in the area of farm management. (It is pos 

sible for workers in other subject-matter areas 

to secure valuable information; however, too 

often the analysis is not made with this objec 

tive in mind,} 

b. The county extension worker in county program 

planning. 

c. Other farmers in planning their farm adjustments. 
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Role for Exteneioa Service 

Moet states agree that farm accounting should be 

a basic project in any Pairo Management extension progran 

either at the state or county level. The Intensity, siee, 

and objectives of the project, however, tend to bring 

about a wide range of opinions. A recent survey made by 

the North Central Regional Parra Management Research C(»a~ 

mittee listed fourteen different classifications of ob 

jectives in the farm accounting studies in the thirteen 

states within the region,^ 

Problem Identification 

One of the basic objectives of the Farm Management 

Extension record or accounting project was to assist with 

the identification of problems on the Individual farm. 

The acceptance of new ideas is a rather complex process. 

beginning with becoming aware of the idea, practice or 

problem,^ In the decision-making process the first step 
is observation and the second is analysis.^ Thus, if the 

"^North Central Farm Management Research Committee, 
"Farm Record Projects in the North Central States," 1958, 
p. 2. (Mimeographed.) 

%orth Central Rural Sociology Committee, How Parra 
People Accept New Ideas. Iowa Agricultural Extension Ser-
vice. Special Report No, 15, 1955j P« 3« 

7 
'Glenn L. Johnson, Managerial Concepts for Agricul 

ture, Kentucky Agricultural Experiment Station, Bulletin 
1954* p. 12. 
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record keeper can be assieted in locating problema or 

weakneeses In hie farm bueineee, one of the basic etepe 

In adjuetxoent planning will have been acootmpliehed. The 

problem may be of a very simple nature such that adjust 

ment in production practices may be all that is needed 

or it could be more comi«pehensive and involve action in 

cluding the entire operation of the farm, 

Hany times the problem identification process leads 

to the deiaand for a particular specialist. An analysis of 

the 1955 farm business record of a medium size East Tennes 

see farm revealed that the net farm income was not in keep 

ing with what might reasonably be expected for the program 

which was underway. With poultry, tobacco, and beef pro 

viding the sources of income it was not too difficult to 

separate the individual enterprises. The egg production 

was above average (caged layers with a good culling sched 

ule was used), poultry feed costs were not excessive, and 

mortality was not hi^; thus the return to poultry was 

good. The tobacco enterprise showed good yields and 

quality (as indicated by sale price) and fertilisation 

costs were in line with recommendations. This left the 

beef enterprise to bear the blame. The record revealed: 

(1) the calf crop was much below average, (2) losses by 

death were high, (3) the breeding program was poorly 

planned (calves dropped in every month of the year), (4) 



 , 3k 

th« amrketlng program appeared to have little planning 

(cattle aold at varying velghta and througd^out the en 

tire year)« 

Thua the problem pointed to the need of counaeling 

by a apeoialiat In beef production. A viait to the farm 

by the county agent and the Extenaion Animal Husbandman 

confirmed these auspiclona and further identified the 

problem. 

Successful Farm Identification 

Farm records provide a method of locating examples 

of outstanding farm success. Usually this assuxoea profit 

maximization to be the objective and aucceas la measured 

in terms of net farm Income. It is possible to locate 

other successful farms on which the objective may be maxi 

mizing conservation, production, or some other goals. 

These exaiaples make good oases for study at field 

days or farm tours where other farswra may observe the 

operations. They also serve as a basis for news stories 

for the press, radio, and television. 

The records provide an effective sieans of evaluat 

ing farming systems, size of farm business or types of 

faming. This is particularly true if there are suffi 

cient records to give a representative sample of the 

situations to be found in the state or area under 
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consideration* Too often {generalizations have been made 

on the basis of conclusions arrived at from observing one 

or, at the most, just a few records# Farm record informa 

tion would be most helpful in areas where new enterprises 

were under consideratitm, for young farmers who were get 

ting started in farming or the group of farmers who were 

considering reducing the work load for their operations. 

There is usually a problem of adapting research 

findings to farm conditions and being able to measure re 

sponses# The farm record project would be helpful in de 

termining the response of these findings under farm con 

ditions# In 1935 the experiment station reconaoendations 

for fertilization of pastures and sod crops were tried 

very extensively across the state in the test demonstra 

tion program.® The results found in the farm records 

called for additional research and new recommendations# 

The farm records provide a source of current 

localized information on the trends in farm costs and 

incomes# This information is extremely important for 

the extension worker to have available when discussing 

adjustments with a farmer or group of farmers# Records 

Q 

Joe A. Elliott and E# P. Callahan, Farming for 
Victory and Peye, Publication 263# Agricultural Exten 
sion Searvice, The University of Tennessee, 19l\2, p# 3* 
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. kept by teat demonstration famera in Tennessee showed 

that production expenses were 57«3 per cent of the gross 

farm income in 1951 and 67*8 per cent of the gross farm 
Q 

income in 1956. 

Farm Planning 

The records provide localised data for farm plan 

ning or budgeting. The types of plans according to D, M. 

Thorpe fall into three groups: 

1. The Informal judgnwnt plan which is based on 

observation (if it works on one farm it ought to work on 

another farm) with no economic analysis such as budgeting 

being used and nothing is written down. 

2. Farm record book analysis or remedial planning 

is a popular type of planning. In this approach the rec 

ord books kept by the farmer or annual suimaaries of them, 

prepared by the Extension Farm Kanagement Department» are 

reviewed with the farmer and servo ae a basis for diagnos 

ing the problems and suggesting eolutione: 

9 
Changes Found on 100 Test Demonstration Farms, 

1951-1956, Preliminary Tabulation, Farm Management Depart 
ment, Agricultural Extension Service, The University of 
Tennessee, 1958. (Unpublished.) 

10 
D. M. Thorpe, Application of Principles of Farm 

Management in the Agricultural Extension Service," Pro 
ceedings of the Workshop in Fsmily Financial Management, 
College of Agriculture, The University of Tennessee, 1956, 
pp. 13li--137. (Mimeographed.) 
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a. If properly done, it providoa an accurate basis 

for identifying weak points in the farm business 

and introducing measures to corz*ect them. 

b« It provides a basis for deriving measures such, as 

labor Income, cost-return ratio, and crop yield 

indexes. 

o. It provides a basis for deriving estimates of in 

put-output data for the various classes of land 

found on the farm. 

d. It provides a considerable amount of teaching ma 

terial for use in a farm management program com 

bined with farm classification and use of model 

farms for special study. 

Some of the disadvantages are: 

a. When used as the main or only approach it requires 

a considerable investment of Extension resources 

in checking, summarizing and assisting farmers 

with analysis. 

b. When not combined with forward planning, it tends 

to result in static plans (farm records are back 

ward looking—planning is forward looking)• 

c. It often results in overemphasis on the on-farm 

situation and resources and inadequate considera 

tion of off-farm factors affecting production 

possibilities. 
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3* Budget analysis is a more technical type of 

planning. 

A budget is a suncnary of the production, 
prices, receipts, expenses and net income ex 
pected from a farming program, A budget is a 
means of looking forward into the future. Its 
primary purpose is to aid in choosing among al 
ternative farming plans by estimating the a-
mount of income that each will yield. Its sec 
ondary purpose is to estimate the quantities of 
inputs such as feed, labor and cash operating 
expense that will be needed during the year.il 

Farm planning by the budget analysis method can 

bo done at different levels of intensity or completeness. 

From this viewpoint four forms of budgeting, with varying 

intensities within each, are commonly used by Extension 

workers. They are (1) partial budgeting, (2) simple 

whole farm budgeting, limited to cash receipts and ex 

penses and more or less limited to an introduotionary 

approach with farm fsmilies; {3) intermediate whole farm 

budgeting which includes full budgeting of inputs and 

outputs, receipts and expenses for the major alternatives, 

associated changes in investment, and an accompanying fi 

nancial plan; (i{.) advanced whole fam budgeting, which in 

cludes the intermediate plan plus a year-by-year program 

for developing the plan chosen, with budgets of receipts 

11 
Raymond R, Beneke, Managing the Farm Business 

(New York: John Wiley and Sons, Inc., 1^55)» P* 292, 
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«nd expenditures for each year and accompanying schedules 

of annual borrowings and repayments. 

Records also provide an excellent basis of inforiaa-

tion not only for selecting farms to be used but also guide 

materials for use in training extension personnel in work 

ing with specific farm problems and situations. This is 

particularly true in the area of Farm and Home Develop 

ment where personnel are dealing with the unit approach 

to problem solving. 

Role for College Teaching 

The student in the classroom needs localized cur 

rent data to use in applying the principles of farm manage 

ment found in the college text books* In many instances 

the data relating to the farming operation are several years 

out of date and are based on situations localized by the 

writers. Accurately recorded and properly analyzed farm 

records can bridge the gap from abstract situations or 

unfamiliar conditions to areas about which the student is 

more familiar. This information could include production 

practices and data for budgeting and planning giving an 

opportunity to compare the plan against the actual situa 

tion. It could also provide a source of local illustra 

tions for classroom study of good farm organization. 
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Farm reoorde could provide a basis for classroom 

study of methods of analysis and information to b® used 

in computing management factors. The student would also 

b® provided with an opportunity to follow all the steps 

in a record project from assisting the farmer to start a 

record to an analysis of th® information; then assist the 

farmer in planning adjustments, preparing income tax re 

turn, and any other uses which the farmer may be planning 

to make of it. 

Role for Research 

Probably no phase of farm management research can 

claim the seniority that goes with the farm accounting 

projects. "The first organized continuing research pro 

ject in farm management in the United States was a fam 

accounting study."12 project began in 1902 in Min 

nesota with a recording of crop costs. In 1904 the pro 

ject was expanded to include the entire farm business 

and has been in operation since except for 1918 and 1919 

and 1948 through 1950.^^ 

12
George A. Pond, Farm Accounts as a Source of 

Data for Farm Management Research, Technical Bulletin 
i219. Agricultural Experiment Station, University of 
Minnesota, 19^6, p. 3* 

^^Ibid., p. 8. 
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The North Central Farm Management Research Comlt-

tee reports twenty-one objectives given by the thirteen 

etates in the North Central Region.^ A reclassification 
might list these objectives ast 

1. To provide current and historical data on the 

whole farm and enterprise basis by: 

a* Size of farm* 

b* Type of farm. 

c* Tenure. . ; 

d. Income. 

e* Expenses. 

f. Net earnings. 

g. Amounts and sources of capital. 

h. Machinery costs and rates of performance. 

1. Production rates. 

J• Land use. 

2. To provide current information needed in farm 

and enterprise budgeting. 

3. To determine the relative profitability of dif 

ferent enterprises and enterprise corabination, 

4* To keep research workers in touch with current 

farm operations sind with the farmers objectives and gen 

eral philosophy. 

1 N̂orth Central Farm Management Research Commit 
tee, "Farm Record Projects in the North Central States," 
1958» 2, (Mimeographed.) 



A survey of the record work In Illinoie revealed 

the records to be useful sources of research data in 

l«i 
these areas: 

1» Farm organization and operation. This is 

•specially useful as a steans of swasuring the economic 

value of many farm organization end operation practices# 

The annual anal.yBis for each farm account keeper shows 

how profitably he has operated his fam, those crop and 

livestock projects in which he excels and those places 

whore the so-called leaks occur. 

2, Land appraisal. This has proved particularly 

valuable as a means of arriving at a long-time productive 

value of farm lands. 

3. Landlord-tenant relations. Records show the 

contributions and the return to each party, thus offering 

an opportunity for adjustment if it is needed. 

I|.. Father-son agreement. Records have about the 

same value here as for landlord-tenant relations. 

Determining the value of soil conservation 

practices. Records furnished most of ilie data for a 

study of the data for a study of the economic effects 

of a planned conservation program. 

L. Kosher, "Thirty Years of Farm Records in 
Illinois," Journal of Farm Economics, XXVII, 19li^» PP. 
30-37. T : 



k3 

6« Farm credit studies, 

7* Farm tajc and transportation rate studies, 

8, Evaluation of the use of TVA phoaphatea* 

9. Evaluating the personal qualities of good 

farmers, 

10, Farm planning for soil conservation and oco-

nomio operation, 

11, Graduate study programs. 



CHAPTER IV 

KINDS OP RECORDS AND ANALYSIS 

There seemed to be at one time a general impres 

sion among those working with farmers and to some extent 

among farmers themselTes that there was only one type of 

account which could be used and only one method of ana 

lysing the account* This type of account and analysis 

was related very closely to the usual double-entry book 

keeping system used by most business firms* The belief 

that farm accounting must follow the standard double-

entry procedure did much to retard farmer adoption of 

record keeping since it appeared to be too formal for 

the untrained farmer. The other extreme is illustrated 

in the story that is told of the farmer who ran into his 

burning barn, tore down the crib door and stumbled out 

of the fire badly scorched* When questioned about his 

action he stated that he could not let the crib door 

burn because it had his farm business records for the 

last ten years recorded on it. Somewhere in between 

the "formal bookkeeping methods" and the informal barn 

door record is an area which should be workable and help 

ful to farmers. 
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In this chapter the dlscuaslon will Include the 

types of jpecords such as general costs and returns, en 

terprise accounts and physical records along with their 

adYantages and limitations* 

''' '' ■-

General Costs and Hetums 

Essentially this Is a financial record of the farm 

business* It Includes the receipts and expenditures In 

curred, usually on an annual basis, in the operation of 

the farm; the beginning and ending Inventory, both for 

quantitative and monetary amountsj and production data 

for both crops and livestock. This has been the princi 

pal type of record for the project In Tennessee, In the 

southern region it Is also the predominate type of record* 

However, In the North Central area of the United States 

other types of records such as cost or enterprise records 

seem to have a higher priority. 
1 

Advantages of Costs and Returns Records 

Information reooz>ded in an accurate cost and return 

record of the faming operation Is most helpful In prepar 

ing a schedule P for the Income tax return. Most farmers 

1
North Central Farm Management Research Committee,

"Farm Record Projects In the North Central States," 1958, 
p. 8, (Mimeographed.) 
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in Tennessee use the cash method of reporting their in 

come tax and this cost and returns type of record can 

supply practically all the information needed to com 

plete the return* 

Also if the tax return should happen to be ques 

tioned, in many instances the farm account book vill be 

accepted as documentary evidence. 

The cost and returns record can give an indication 

of over-all progress. In Tennessee it is used rather ex 

tensively as the basis of information for the individual 

farm progress reports which make up a part of the quarterly 

report submitted to TVA for test-demonstration. This rec 

ord is particularly helpful in making comparisons of the 

same fazmi over a period of years or comparing a farm with 

other farms for the same year. 

One of the more coosaon comparisons is on the basis 

of Income or factors related to income* Since profit 

maximization seems to be a prevalent goal of the farmer* 

his achievement must be measured in terms of net farm in 

come or returns to labor and management. The coat and re 

turns record, if accurately recorded and properly analyzed, 

will provide the inforxuation needed to determine such 

change or progress. Nearly seventy per cent of the North 

Central States reported using some measure of farm earnings 
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or fln&ncial success of the whole farm in their record 

2 
studies* 

Limitations of Cost and Returns Records 

While an advantage of this record is to provide 

incoise tax information this use tends to place a restric 

tion that the farm busineas activities be recorded for 

tax purposes only* The farmer is required by law* within 

certain limitations* to file a tax return and a self-em 

ployment return for social security benefits. There is 

direct oorapetition for the use of the record by those 

preparing the farm management analysis for educational 

purposes and farmer preparing a tax return* This period 

of competition has been lengthened by the moving of the 

final date for filing the tax return to April 1^* There 

is also the problem of the entries in the record being 

made with the tax return in mind. This can be confusing 

particularly in the area of depreciation when certain 

"fast write off" schedules are allowed such as was the 

case for grain storage or soil and water conservation 

costs. 

The general cost and returns record* in many in-

stancea* is not in sufficient detail to determine physical 

^Ibid** p* 17» 
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input-output relationshipa. The records in Tennessee do 

usually provide the physical quantities of fertilizer and 

lime for the various crops^ but the record may not indi 

cate the quantity of seed or labor for the enterprise. 

This seems to be the usual situation for most enterprises. 

The total quantity of feed purchased or produced is listed, 

and as a result of the feed, management and investment the 

amount of incaaie is determined but the feed input-output 

relationship is hot usually obtainable. This is especially 

true if there happens to be more than one enterprise using 

the same or similar input. For example, how are the ferti 

lizer inputs determined for a miall grain-lespedeza combi 

nation? How can the feed inputs from pasture be related 

to the out-puts of cattle and hogs that have grazed on the 

same field? These questions cannot be easily answered 

from a general costs and returns record. 

The record, unless it helps to improve the farm 

operation, is of little value to the farmer. This pre 

sents the problem of how to analyze the information re 

corded so that it gives the most accurate and complete 

interpretation of the sitiiation. 

Factor Analysis 

Much of the work in Tennessee has been built around 

factor analysis. This method included the conventional 
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efficiency factors with variations for localised situa 

tions. The efficiency factors appear to be more easily 

understood than some of the other methods of record anal 

ysis. This may be the result of these factors having 

been used before farm groups for more than thirty years, 

thus becoming a part of the farioer's vocabulary. The 

firmer compares these factors for his operation to some 

established standard which gives him pride if he is equal 

to or above the standard. 

The efficiency factor analysis method can be used 

with one farm or a group of farms so that it is rather 

flexible. This eliminates the need for a specific number 

of records* 

This method furnishes the farmer a diagnosis of the 

strong and weak points in his farm organisation. It be 

comes a starting point for adjustments in the farm oiiera-

tion. 

It provides the professional worker, in this case 

the Extension Economist, and indication of areas needing 

attention. If for example a number of the records show 

milk sales per cow to be about 5>000 pounds, then it is 

time to schedule some work with the dairy specialist in 

those counties to discuss feeding and management. 

There are limitations to the use of the factor 

analysis method. The nature of the farm business makes 
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the meaBurement of ItB effiolenoy a raal problem. The 

following conditions contribute to the difficulty of 
•a 

evaluating the efficiency of the farm as a unit: 

1, The farm operator normally furnishes both 

labor and loanagement on a non-cash basis. 

2, Management is particularly hard to evaluate 

since it varies widely In capacity and has no well-es 

tablished market, 

3, Members of the family, with widely varying 

abilities, contribute labor and at times management on 

a non-cash basis. 

!(.. The valuation of farm products consumed on 

the farm is difficult to determine since usually no 

record is kept. (Tennessee gave up trying to secure 

this years ago.) 

5, The charge for land is difficult to deter 

mine. 

The factor method seems to assume a continuing in 

crease of output for all units of input. It implies that 

neither the principle of diminishing economic returns nor 

the principle of diminishing physical returns applies. 

This could be interpreted that all is needed to increase 

output is to increase the units of input. 

D. M, Case and Paul E, Johnson, Principles of 
Farm Management (Chicago: J. B, Lippincott Company, 1953). 
p, 324. 
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The factor method also seems to assume that each 

farmer can perform in a similar manner since their ef-

fioienoy factors are compared to a set of uniform stand 

ards. 

Budget Analysis 

The farm record provides the farmer with the his 

tory of the operation of the farm. It suggests areas 

where changes could have been made to increase profits 

or production. The farmer needs to make plans for the 

years ahead and to predict the outcome of these plans. 

Budget analysis has the advantage of presenting 

in an orderly fashion the various alternatives whether 

they are for a se^ent of the operation or the entire 

farm. The accuracy with which the outcome is predicted 

is dependent upon the reliability of the input-output 

data and the way it is organized in the budget. 

Since the cost and returns type of account is not 

usually in sufficient detail to provide the input-output 

data needed in budget analysis another type account must 

be considered to help supply this information. 
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Enterprise Accounts 

Since enterprise accounts were not used In connec 

tion with the record project the discussion must be on 

somewhat of an objective basis* The enterprise account 

should not be expected to replace the general costs and 

returns record. Its best use Is to supplement the whole 

farm record so as to more adequately supply the data need 

ed for the farmer to manage a farm on an efficient and In 

telligent basis. Not all farmers can or should keep en 

terprise accounts, and very few farmers would need to 

keep enterprise accounts on all the enterprises on their 

farm. This type of account consists of two groups of 

Itemss (1} those associated with the cost of the enter 

prise and (2) the returns or Income from the enterprise. 

The enterprise account provides a source of Infor 

mation as to the physical quantities for an individual 

enterprise and the costs associated with them. It pro 

vides the basic data needed for budgeting end Is very 

useful when combined with the whole farm cost and re 

turns account. 

One of the big problems Is the difficulty In secur 

ing the Information In sufficient detail to be useful In 

enterprise accounting. The farmer has not been trained In 

this field and sometimes It appears to that a "lump 
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sum" ooBt figure is sufficient, this type record is ex 

pensive to analyze since there is so much information to 

be summarized and studied. A representative sample is 

needed to provide reliable results and this representa 

tion may be difficult to obtain. 

Oftentimes it is quite difficult if not impossible 

to prorate some of the expense on income items among the 

various enterprises. 

Physical Records 

This record loay be Included in the enterprise ac 

count since there is soxm overlapping. This type record 

includes the physical quantities of the inputs of produc 

tion such as seed» fertilizer^ feed, labor, and machinery; 

and the ];^ysical qxiantities of the outputs such as pounds 

of milk, beef, pork, poultry, or poinds, bushels, or tons 

of grain, hay, pasture, and the like. 

This is a good source of the data needed in budget 

ing. It is difficult to secure accurately when the farmer 

is responsible for recording it. 



Personal and Dooumentary Records 

A good prograra of raanageaent requires some addi*^ 

tional records which are not ordinarily considered as 

"business records," This group consists of the record 

ing of sone transactions for self protection such as 

deeds of the sale of property, deeds of trust, easeawnts, 

and right-of-way leases. Another type of record includes 

the ones used by the purebred livestock producer to veri 

fy the pedigree of the animal. While tliese are not or 

dinarily considered a part of a standard farm account, 

they do perform a very important role in the successful 

operation of the farm. 

lllltf' t 
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ORGANIZATION OP A RECORD PROGRAM 

Tha auoceaa of a farm record book project like 

euccess In managing a farm le dependent on several fac 

tors, Not only muat the kind of record, the method of 

analysis, and the instruction to the record keeper be 

given careful planning, but the organizational setup 

for the program must be adequately developed. 

Decisions must be made as tos (1) the organiza 

tion to sponsor the project; (2) the methods to be used 

in tabulation, manual or mechanical; (3) the scope of 

the svsnmaries, state or local; and {1^} the method of the 

selection of the cooperators. 

Project Supervision 

Many of the farm record projects are promoted and 

supervised by the research or extension divisions of the 

agricultural college or by Joint arrangements of these di 

visions of the college. The North Central region reports 

that two of the states receive all of their support from 

research and one receives all of its support from exten 

sion; four states did not report this information, and the 
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other six used a combination arrangement. In the South-

em region six states reported 100 per cent extension; 

one reported 100 per cent research, and the other three 

states reported a combination arrangement as indicated 

in Table III. There seems to be a sli^t tendency for 

research to play a more prominent role in the North Cen 

tral region while in the Southern region, extension ser 

vice seemed to have more respcns^.bility. One factor that 

may have influenced each report was the fact that research 

workers laade the study in one region and extension workers 

completed an informal questionnaire in the other region. 

Also in the Southern region more than one-half the states 

were participating in the test-demonstration program 

which usually requires a farm record and it is extension 

sponsored. 

Extension Supervision 

One of the big advsntages of extension supervision 

is the availability of a channel of farmer contact. The 

extension specialist working through the county staff has 

an entree already established. If a selling Job is to be 

done the county agent is available to assist; if particular 

1 
North Central Farm Management Research Committee, 

"Farm Record Projects in the North Central States," 1958» 
p. 7* (Mimeographed.) 
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TABLE III 

FARM RECORDS AND SUPERVISION RESPONSIBILITY 
SOUTHERN REGION STATES—.1958® 

State 

Alabama 

Arkansas 

Florida 

Georgia 

Kentucky 

Louisiana 

Mississippi 

North Carolina 

Oklahoma 

South Carolina 

Tennessee 

Texas 

Virginia 

e 
Sourcet 

Number of Supervision Per Cent 
Records Extension Research 

0 0 0 

300 50 50 

NR^ 

1256 100 

looS 100 100 

NR^ 

lOOS 100 

300® 90 10 

25® 50 50 
25 

60 100 

390® 100 

0 0 0 

375^ 100 

Infozmial questionnaire submitted to mem 
bers of Southern Region Extension Farm Management Commit 
tee• 

^No report. 
^est Demonstration Farms only, 

^est Demonstration Number not given. 
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specIfloations require certain types of farms» again the 

county agent should be able to direct the specialist to 

the farms zoeeting the requirements. 

The extension worker can take the results of the 

records back to other farmers throu^ the established 

channels and help to create more interest in the project 

or bring about favorable changes. 

The supervision may be less expensive since the 

contacts may be made at the same time the specialist is 

In the county on other projects* or he may work on the 

record project in one county and some other project in 

another, thus reducing travel cost by being able to pro 

rate it. 

Trying to work a record project along with other 

projects may be one of the limitations of extension super 

vision. The extension specialist becomes so busy with 

other projects that not enou^ time can be devoted to the 

record project to laake it a success. 

In many instances the extension worker is not suf 

ficiently trained in methods of analysis to do the best 

Job, This may result in Just taking off part of the "top 

cream" analysis instead of making a more complete analy 

sis. 

Farm record analysis or analysis of any data re 

quires some time for concentration. It cannot be picked 



^9 

up for one day and then pushed aside for several days 

then back to it again. This is especially true in group 

analysis or the analysis of changes occurring over a 

period of time for one farm. 

Research Supervision 

A major advantage of research supervision is that 

by training and experience the research worker is usually 

in a better position to supervise the analysis of farm 

records. Research supervision may make it possible to 

shift emphasis of the record project as a result of the 

findings in other projects. 

If the field work must be done by the research 

worker* and it requires special supervision* the work 

could be more expensive on a per unit basis. The expense 

might be reduced by placing a graduate student in charge 

of the project. Then the experience and training advantage 

might be lost. 

Sometimes the research report tends to become rather 

technical so that it is not as easily understood by the 

farmer. 

Joint Extension-Research Supervision 

This combination could unite the advantages of the 

contact channels of extension with the improved technical 

know-how of research so as to give a strong* well balanced 

record project. 
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If the record analyses of research are of value 

in farm management research, they should also be useful 

in extension farm managexaent teaching; and if extension 

record projects are sufficiently complete and accurate 

to do extension teaching they should also provide useful 

research data. If this be the case then by joint super 

vision there should be some economy of funds and personnel. 

Those states reporting extension-research projects 

2 
as satisfactory noted definite economies* More informa 

tion was made available to each party to the cooperative 

arrangement and at less cost per unit than if they had 

worked alone* 

Methods of Tabulation 

One of the big problems with a farm record project 

is the large amount of work required to make the necessary 

analysis of the records. This work can all be manual, or 

it can be primarily mechanical* 

The record book work in Tennessee has been manual 

since about 191;^• At the present two clerical workers 

2 
George A. Pond, Farm Accounts as a Sourco of Data 

for Farm Management Research, Technical Bulletin 219, Agri 
cultural Experiment Station, University of Minnesota, 19^6, 
p. 19. 
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devote nearly full time to the project thus placing the 

cost per record at approximately twenty dollars. However, 

only a very limited analysis can be made since there is 

so little time left after making a file copy of the basic 

information. 

The field checking and supervisory costs are dif 

ficult to calculate accurately due to the Joint costs 

which cannot be allocated. In the five states with non-

association projects the field costs were estimated from 

no cost listed to twenty-five dollars per record,^ 

If the record infoimiation in Tennessee could be 

placed on cards for use with IBM equipment, the group 

cnalysis work would be almost unlimited. However, the 

cost for this would be at least fifty per cent higher 

for about the same number of records since the present 

staff could not perform the added work of coding the in 

formation for cards. There is a possibility that all the 

present test-demonstration records (approximately 1,000) 

could be submitted to state office for summary and analy 

sis, thus giving a much larger sample. This change would 

probably loore than double the total costs, but the county 

staff would be free to expand their other activities. If 

3 
North Central Farm Management Research Committee, 

"Farm Record Projects in the North Central States," 1956, 
p« 23* (Mimeographed.) 
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a system could be devised to satisfactorily take the in 

formation directly from the record book to the card some 

savings might be effected. 

Type of Summaries 

The determination of this decision could be reached 

in conclusion for the problem above. If it were decided 

to use IBM equipment it would of necessity be at state 

level. This would preclude the possibility of suaataries 

at the local level. 

Local Summaries 

The local summary may be considered for localized 

record information or it may refer to the analysis being 

made at the local level. Localized information, on a 

county basis in Tennessee, has the advantage in an exten 

sion program of being more acceptable by the farm people. 

They know the conditions under which the farming was done. 

It seems closer to their situation than a study made in 

some other part of the state. 

If the report is prepared locally it may come 

nearer having the information desired in it without extra 

material which could be confusing. It is possible to 

have the report prepared when it is needed and thus serve 

a more valuable purpose. 
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LocaI Buamuuplee have a tendency to be very limited 

with only a very few farms of a specific type Included. 

The information presented could be misleading under these 

conditions. Local preparation of the report could be 

rather expensive in terms of opportunity costs. The local 

staff is not usually trained to do this worki end their 

efforts might be more profitably spent in other areas. 

State SuBsaaries 

A state-wide report in most instances will contain 

a larger sample of farms and will eome more nearly repre 

senting the various situations found across the state. A 

state summary can contain more information due to the 

training of those preparing the report and the equipment 

available for their use. 

A state summary loay not always be prepared in time 

to be of most value. It takes longer to prepare as it 

must be held until all the records are sumcoarised. Zn 

some instances it contains information that is of little 

interest or value to all the local groups. 

Selection of Cooperators 

In planning a record project the question soon 

arises as to who will supply the record information. This 

becomes an important item for consideration since the 
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record keepers can be selected by statistical methods; 

they can be proposed by their neighbors; they can be any 

farmer «ho wants to submit a record; or they can be a 

contract group such as test-demonstration. 

Statistical Sample 

Writers in the field of farm management probably 

criticise farm records as a source of farm sumagement 

data more because they are not representative than for 

any other reason. However« the predominance of the ac 

counting method over the survey in farm management re 

search in the Horth Central States seems to suggest that 

a random sample is not a prime essential in obtaining 

data for many kinds of farm aanagmaent research.^ 
The statistical sample is good if it can be ob 

tained but one major requiremwit in a record project is 

the willingness of the individual farmer to keep records* 

Many of the farm account studies seem to include farms 

with a sufficiently wide range of 8iee» quality and or 

ganisation to cover most of the farm management problems 

of the area. 

h 
Pond, OP* cit., p* 17 
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Selection by Local Groups 

The records used at the present time are the re 

sult of indirect selection by local groups. The farmer 

was selected by his neighbors to become a test-demonstra 

tion farmer, and a farm record is one requir«nent of test-

demonstration. This method of local selection usually re 

flects some of the local influence which could give a dis 

torted picture, particularly if the object of the study 

were to determine tiie importance of a specific enterprise 

or practice. 



CHAPTER VI 

SUMmRSr AHD CONCLTOOinS 

During the last thirty years the Agricultural Ex 

tension Farm Management Department has received more than 

36pOOO farm records (most of them from test-demonstrators) 

for summary and analysis* Each record that was complete 

was summarized and a copy filed in the Farm Management Of 

fice* Each farmer whose record was complete received a 

standardized efficiency factor analysis of the operation 

for the year. Until about 19l|2 a county summary was pre 

pared on an efficiency factor basis and a copy of this 

summary was sent each farmer whose record was complete* 

Several hundred farms have been used for case 

studies based on the farm business records kept during 

this time. These studies have been used to illustrate 

changes occurring in farming systems both for more effi 

cient operation of the present system and the addition 

of new enterprises. They provided excellent result demon 

strations for use in communities to illustrate to other 

farmers that "it can be done." 

The individual case studies have been used to help 

Justify the continuation projects such as test-demonstra-

tion« or to give an illustration of Extension Service ac 

tivities to the Tennessee members of Congress. 
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Some group analyees have been made to determine 

patterns of farm operation for specifio types of farming 

such as dairying. Attempts have been made to determine 

the changes occxu'ring in an area such as Chestuee Vater-

shed. During the earlier years of test-demonstration the 

records were used to detemine the order of change when 

fam adjustments were made. 

Until the last few years all the analysis work was 

done at one central office at state level. This provided 

a more complete cross section of the agricult\tre for the 

counties in the Tennessee River Valley area. Kore recent 

ly some of the analysis has been made by the Special Agents 

in Test-Demonstration on the county level using efficiency 

factor Biethods. This has helped create an appreciation 

for records and emphasize the need for completeness and 

detail* 

One of the values of the records reaching the Knox-

ville Office has been t^e availability of a good source of 

current information of actual farm operations. It has 

helped to evaluate practices and enterprises in tezms of 

idiat happened on the farm. It helps to keep the feet of 

the professional worker "down to earth" in regard to dis 

cussions and recoimaendations. 

The farm record analysis project could be improved 

and strengthened in Tennessee. 
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The agriculture of the entire state should be In 

cluded in the record project. At present important areas 

like much of Western Tennessee* the Central Basin* dark 

tobacco. Eastern Rim* Upper Cumberland River, and Cumber 

land Plateau are not Included. To be of value on the 

local level each county needs at least a fev records in 

the analysis project. A small number like this would 

mean that the records could be used primarily as case 

studies and that the sample would be too small to con-

elder OS indicating changes In forming systems. 

The farmers should be encouraged to keep produo* 

tion records such as DHIA* poultry flock records, per 

formance testing for beef and other enterprise records. 

If much of these data could be recorded in i^ysical 

quantities it would provide the needed input-output In 

formation which would improve the effectiveness of the 

budgeting technique In form management. 

Information in these form records would add much 

to the educational program of the College of Agriculture 

if it could be supplied to the various departments at an 

earlier date. This might be accomplished through the use 

of modern equipment designed to handle jobs of this kind. 

The IBM equipment used in some states has speeded up the 

analysis process* 

i • 
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It is possible that the record project could be 

improved if a jointly supervised project of Extension-

research could be developed. If it should be under 

taken, it would be necessary to prepare a formal pro 

ject agXHiement so that there would be a clear under 

standing of the responsibilities. 

If there were no opportunity to include more com 

plete representation of the farming of the state in the 

record project then it mig|it be advisable to consider 

reducing the i«*esent number to the point that only a 

few case study analyses be made. 
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