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CHAPTER I: INTRODUCTION

The major emphasis of farm record keeping in the past has
been for tax purposes. To satisfy this requirement was to
reach the objective for keeping records. However the changes
occurring in agriculture in recent years have placed new demands
on farm record keeping systems. Increasing farm size and the
substitution of capital for labor have resulted in rapidly
increasing capital requirements. Rising input costs and lagging
product prices have encouraged enterprise specialization and
larger volumes of business to more efficiently utilize land,
labor, and capital. These trends in agriculture necessitate a
farm record keeping system which provides for financial plan-
ning and enhances the securing of credit. Farm records also
must facilitate evaluating the allocation of resources, the
efficiency of production, and the performance of management.

In some cases because the farm business has grown gquite large
and complex, the farm operator must rely on his farm records to
retain contact with all areas of the farming operation.

Farmers are realizing that they need a system that will handle
a vast amount of data quickly, efficiently, and accurately.
They want, and need, to be able to analyze their business op-
eration through monthly reports rather than just at the end of
the year when filling out income tax forms. Forward planning
is becoming a necessity rather than an exception. For these

reasons electronic data processing (EDP) is making itself known



in farm record keeping.

Through EDP programs, farmers are receiving quarterly and
monthly financial reports and are thus able to exert financial
control throughout the year rather than just at the end of the
year when filling out income tax forms. Today's farmers cannot
keep records just for tax purposes; they must use their records
to become better managers so they will not be one of the
statistical numbers that left farming. Mistakes today are
likely to involve 800 acres of crop land rather than 80, or 150
dairy cows rather than 15. The existence of a high degree of
risk and uncertainty in agriculture further emphasizes the need
for effective farm records (10, p. 142). Through EDP, farmers
are computerizing some of the pencil pushing in record keeping.
Many are realizing for the first time the value of accurate,
current, detailed farm records. The days of farm records in a

shoe box are over.
Objectives of the Study

This study was funded by the Iowa Agricultural Experiment
Station1 and was undertaken to gather information on farm
record keeping through electronic data processing. The specif-

ic objectives of this study were:

lproject 1573.



1. To provide information about EDP services available
to Iowa farmers

2. To develop guidelines for farmers in selecting an EDP
record keeping program

3. To outline decision areas encountered in developing
and offering EDP record services

Methods and Procedures

Literature on farm record keeping, accounting, management
information systems, computer usage, and other related topics
was reviewed as background material for this research project.
Little published material or research work of the nature of
this study was available for review. A major portion of the
literature reviewed consisted of EDP subscriber manuals, output
reports, and other material prepared by firms offering EDP
services. Due to the varying nature of the literature reviewed
and its relationship to this research study, it can most
appropriately be included in this thesis through supporting

illustrations, guotations, and footnotes.

Collection of data

Data and information were gathered through personal inter-
views with officials of six firms offering EDP services to
Iowa farmers, and with 34 subscribers to these EDP programs.
The personal interviews with EDP firm officials provided an
in-depth survey of the capabilities of EDP record keeping

programs, the operational procedures employed, the types of



information and output reports provided, and the major problems
encountered in offering EDP services. With the help of
officials from EDP firms, a cross section of subscribers,
representing varying types of farming operations, was selected
for interviewing. These subscriber interviews provided a
survey of the record keeping procedures used, their reasons for
subscribing to an EDP record keeping program, the problems
encountered, their appraisal of the program they were using,
and their suggestions of ways to improve it.

Also, questionnaires were mailed to farm management
economists at eleven midwestern land grant universities to
determine the extent and acceptance of EDP in other midwestern
states, to determine the extent of EDP services being offered
by other midwestern universities, and to gather ideas on some
of the expected trends in farm record keeping.

A more comprehensive discussion of the results of these

surveys appears in the appendices.

Limitations of the study

The survey results and contents of this thesis are based
upon a limited number of personal interviews and mail question-
naires from a selected sample of EDP firms, subscribers, and
midwest universities.

The number of firms offering EDP services to Iowa farmers
is limited. Although only six EDP firms were surveyed, this

represents the major bank offered EDP programs and all other



major firms offering EDP services to Iowa farmers. EDP firms
in other states were not surveyed.

The objective of the subscriber survey was simply to
interview farmers to gather information on EDP record keeping
programs.

The university questionnaires were designed to gather
ideas on expected trends in farm record keeping and to gather
information on the extent and acceptance of EDP in other mid-
western states. Eleven midwestern land grant universities were
contacted.

This thesis is based upon a review of published materials
and the previously mentioned surveys and not upon personal use

of the EDP programs by the author.
Why Keep Farm Records?

Considering the previously mentioned trends which are
taking place in agriculture today, this may seem a senseless
question to ask. The purpose of this elementary beginning is
to provide a backdrop for this discussion of electronic data
processing of farm records.

As citizens of this country we are subject to legal
requirements which demand that we keep basic business and
personal records. For many farmers, this is the extent of
their desire to keep records. However, the changes that are

taking place in agriculture are forcing the development of a



new attitude towards farm record keeping. Hopkins and Heady
describe agriculture today as a businessman's industry. They
state, "Hard physical work no longer assures success. Machines
are available to do the hard work. While farmers still have to
guide the machines and herd the animals, it is exercise of
their minds which brings business success." (6, p. 3).

In order to make wise farm business decisions, information
must be available in an organized form. "The foundation of
any successful business is a well organized set of records and
accounts...they record the heartbeat of the business." (7, p. 1)
In recording the heartbeat of the farm business, farm records
actually serve many basic functions. One list of the functions
of farm records appears below: (8, pp. 59-60)

Functions Served by Farm Accounting Systems
for Individual Farmers

I. Control of Financial Affairs

A. Record of bills paid, income received

B. Accounts payable, accounts receivable

C. Inventory control

D. Partnerships, profit-sharing agreements, land-
lord-tenant settlements, farm corporations

II. Legal and Institutional Requirements

A. Income tax: capital gains, investment credit,
and investment credit recapture

B. ©Social Security: self-employed and employee
accounts

C. Historical records: estate settlement, cost
basis of real property, ASCS programs

D. Insurance: coverage, damage claims, and
evidence of losses

III. Farm Business Analysis

A. Total farm business; trend and comparative
analysis, detecting strong and weak points in
organization and management performance

B. Enterprise analysis

C. Lease evaluation

D. Financial position of business (balance sheet)



IV. Basis for Forward Planning and Budgeting
A. Information provided by records '
1. Basic profit and loss statement on farm unit
2. Selected input-output relationships
3. Inventory of physical and financial
resources available
4. Management performance of operator
B. Applications of record data in planning
1. Projected production and operating plans
2. Alternative resource and product combina-
tions compared with existing unit
3. Projected financial and cash flow require-
ments, credit requirements, and debt
repayment schedules
To tabulate information by hand in all of these areas
requires much time and a good understanding of accounting and
record analysis. Farmers often do not possess the necessary
training and skills to do this, and as a result are at a loss
in knowing what basic data to gather from their records to use
in analyzing their business operation. Through EDP, farmers
can receive information in all of these areas without knowing
a great deal about accounting. Data tabulation is performed by
the computer. Since subscribers are freed of these responsi-
bilities, they can concentrate on recording the data, an area

of record keeping in which farmers feel much more competent.
Record Keeping Practices of Iowa Farmers

This section summarizes the record keeping practices of
Iowa farmers using conventional hand calculated records as
reported by Hickman (5, p. 85). The data was collected through

a random sample survey of 322 Iowa farm operators in 1965.



The purpose of examining the record keeping practices of
farmers with conventional record keeping methods is to provide
further background information for discussing electronic data
processing of farm records. For purposes of this discussion,
the information in Tables 1-3 has been arranged according to
the percent of farmers keeping the record item or computing

the analysis measure.

Whole farm

The information in Table 1 indicates that 87.9 percent of
the farmers tabulated a net profit statement for their business
and 62.1 percent used their records to compute the profits of
individual enterprises. However, upon examining the other
records kept, it is found that only 48.8 percent tabulated a
net worth statement and 45 percent made an inventory. Only
26 percent computed their returns to livestock above the wvalue
of feeds fed. This would indicate that the profit and loss
statements were probably of a cash flow nature and thus did not

include important non-cash items.

Crop enterprises

The information in Table 2 indicates the kind of records
and analyses completed for crop enterprises. The list is
headed by records of fertilizer use and crop yields. This is
followed by a number of comparative analyses. Key cost

analyses and efficiency measures conclude the list at quite



Table 1. Record items and analysis measures for the overall
farm business by number and percent of operators
keeping the item or computing the measure in 1965

(b, p. 85)
Record item or Total Operators keeping
analysis measure number of item or computing
operators measure
No. %

Cash income 322 319 9.4
Cash expense 322 319 99.1
Depreciation schedule 320 311 97.2
Net profit (or loss) of

overall farm business 322 282 87.9
Used records to compute

profit (or loss) made

by individual enterprises 322 200 62.1
Used records to help in

improving farming practices 322 197 61.2
Physical inventory at the

beginning of the year 322 197 6l.2
Death loss record 315 191 60.6
Farm products used at home 270 134 49.6
Net worth statement 322 157 48.8
Valuation of the inventory 322 145 45.0
Used records to adjust size

and scope of enterprises 322 127 39.4
Family living expenses 322 97 30.1
Returns above value of

feed fed to livestock 305 79 25.9
Operator and family labor '

used 322 30 9.3
Returns per $100 of feed

fed to livestock 305 28 9.2

a
Includes only those operators for which the item or
measure is applicable.
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Table 2. Record items and analysis measures for the crops .
enterprise by number and percent of operators keeping
the item or computing the measure in 1965 (5, p. 88)

Record item or Total Operators keeping
analysis measure number of item or computing
operators measure
No. %

Amounts of fertilizer applied
per acre for each crop 281 237 84.3

Crop yields per acre 310 251 81.0

History of crops grown on
fields each year 308 245 79.5

Amounts and kinds of fertilizer
applied on each field

each year 298 220 73:8
Comparison of crop yields

with those of neighbors 310 223 71.9
Value of crops harvested 310 189 61.0
Comparison of crop yields with

average yields in county 310 147 47.4
Yields of crops grown on each

field each year 308 133 43.2
Comparison of crop yields with

average yields in state 310 114 36.8

Value of crops harvested
per crop acre 310 83 26.8

Net profit (or loss) for
each crop 310 69 22.3

Yield comparisons between
different varieties,

fields, etc. 310 56 18.1
Total expenses per crop acre 310 52 16.8
Net profit (or loss) per acre

for each crop 310 40 12.9
Machinery costs per crop acre 310 30 ST
Labor costs per crop acre 310 13 4.2

2Includes only those operators for which the item or
measure is applicable.
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low percentages. Only 16.8 percent of the farmers calculated
total expenses per crop acre and even less, 9.7 percent calcu-
lated machinery costs per acre. Unsurprisingly, labor cost

per acre is at the bottom of the list.

Livestock enterprises

The beef cattle enterprise in Table 3 illustrates typical
survey results of the record keeping practices for livestock
enterprises. Physical data that is easy to measure or calcu-
late heads the list. Some of this information is supplied to
the farmer at the time of a livestock sale or purchase. Again,
important cost analyses and efficiency measures fall at the
bottom of the list at low percentage levels.

General observations from the data in Tables 1-3 are that
cost analyses and the calculation of production efficiency
measures are lacking in the record keeping practices of many
farm operators. This is especially true at the enterprise
level. It also appears that record analysis is an area in
which farmers need major assistance and training, not only in
completing the calculations, but also in knowing the value and
importance of this information.

A summary of the record keeping practices of Iowa farmers
subscribing to EDP programs appears in Appendix B. Although
this summary does not present the same information as Tables 1-
3, if the EDP programs these farmers subscribe to are examined,

it is evident that much of this record information is kept.
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Table 3. Record items and analysis measures for the beef
cattle enterprise by number and percent of operators
keeping the item or computing the measure in 1965

{5, p. 921)
Record item or Total Operators keeping
analysis measure number of item or computing
operators measure
No. %

Weights of fat cattle sold 125 123 98.4
Number of calves kept and fed

out on farm 53 51 96.2
Weights of feeder cattle

purchased 97 91 93.8
Percentage calf crop 132 110 83.3
Amount of supplement fed 186 126 677
Calving records (dates) 132 74 56.1
Breeding records (dates) 132 73 55,3
Net profit (or loss) from

beef cattle 212 113 53.8
Average daily rate of gain 125 53 42.4
Amount of grain fed 195 54 27:7
Separate feed record for

cow herd and cattle

fattened for slaughter 44 12 27.3
Amount of hay and roughage

fed 211 56 26.5
Pasture and grazing costs 182 37 20.3
Returns above value of feed

fed 212 38 17.9
Weaning weights of calves 132 231 15:9
Average weaning weights of

calves 132 18 13.6
Amount of feed fed per 100#

of gain 125 11 8.8
Feed costs per 100# of beef

produced 211 16 7.6
Returns per $100 of feed fed 212 14 6.6
Total costs per calf weaned 125 7 5.6
Labor costs per 100# of beef

produced 211 3 p

@Includes only those operators for which the item or
measure is applicable.
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Adequacy of records

Hickman reported that 54.7 percent of the farm operators
surveyed felt that their records were inadequate (5, p. 98).
The ways in which these operators felt their farm records

could be improved are given in Table 4.

Table 4. Ways in which operators felt their farm records in
1965 could have been improved (5, p. 99)

Method of improving %

More complete and accurate 43.8
More detailed records on individual enterprises 29.6
Kept a record of feed fed to livestock 3.6
Made use of a record book 4.5
Made a more complete analysis of records kept 4.0
No specific way indicated 4.5

Total 100.0

The reasons given by these operators for not keeping better

farm records are outlined in Table 5.

Table 5. Operators reasons for not keeping better farm
business records in 1965 (5, p. 100)

Reason .
Lack of time 58.5
Negligence 29.0
Lack of knowledge 10,2
No scales for weighing feed or livestock 10.2
Other 2.8
No specific reason indicated 13.6

a y
Does not total 100 percent since some operators
indicated more than one reason.
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In Hickman's survey, only 45.3 percent of the farm
operators were of the opinion that their 1965 farm records were
adequate. He concludes the following about this group.

"The proportion of these operators completing some
of the more important record items and analysis
measures was determined. Results indicated that the
farm business records of many of these individuals were
not, in fact, sufficient. Almost 40 percent of these
farmers had not taken a physical inventory at the
beginning of the year, 13.7 percent had not computed
net profit (or loss) earned by the overall farm
business, and 44.5 percent had failed to use their
records to determine the net profit of any of their
individual enterprises. Only 43.8 percent of these
operators had prepared a net worth statement in 1965.
It is probable that many of these individuals were
simply reluctant to admit to the interviewers that
their records were inadequate. However, one might
also conclude that some operators, because of a lack
of education and training in farm management and
decision-making processes, were not aware of the value
?f detailed farm records and their subsequent analysis."

5y P« 10Q1)

This statement summarizes the need for better record
keeping practices by the majority of Iowa farmers. Considering
the suggested ways of improving farm records given in Table 4,
EDP has the potential to help many farmers improve their farm
records. Through EDP farmers are keeping more complete and
accurate records. Having confidence in the accuracy and
completeness of their records encourages them to analyze their
records and evaluate their farm business operation. With the
help of EDP, many farmers also are able to keep more detailed

records on their crop and livestock enterprises.

EDP also has the potential to help farmers overcome many

of the reasons given in Table 5 for not keeping better records.
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Through the computerization of data tabulation, much of the
time and knowledge required to tabulate data in hand calculated
record systems can be eliminated. By requiring monthly or
quarterly submittal of input information, EDP programs can act
as a stimulus to keep records up-to-date and thus reduce
negligent record keeping. In short, EDP has the potential to
help many farmers with inadequate record keeping practices to

bridge the gap to better farm records.
Classification of Record Keeping Procedures

Regardless of whether record data are tabulated by a
computer or by hand, certain basic record keeping procedures
must be used to record the information. These record keeping
procedures are most often classified according to how the data
are gathered and recorded. With this in mind, two systems of

classification evolve:

L II
1. Cash Basis Accounting 1. Single-Entry Accounting
a. single-entry a. cash basis
accounting accounting
b. accrual basis
2. Accrual Basis Accounting accounting
a. single-entry
accounting 2. Double-Entry Accounting
b. double-entry a. accrual basis
accounting accounting

Both systems classify the same records; they differ only in
emphasis. In the first, records are classified according to

the nature of the data recorded. In the second, records are
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classified according to the detail of the recording procedures.
Most farm records are kept on the cash basis of single-entry
accrual system. As the size and complexity of the business
increases the checks and balances, flexibility, and complete-
ness of the double-entry system becomes more useful. Each

system will now be explained in more detail.

Cash basis accounting

In cash accounting, revenue is recognized when cash is
received, and expenses are recognized when cash is paid. In-
ventory increases or decreases, accounts payable and receivable,
and other balance sheet information are not recorded because
cash has not exchanged hands. Due to the fact that production
is recognized the year sold and not the year produced and
expenses relate to the year purchased and not the year used,
income tabulations and business analysis ratios may be dis-
torted. Thus cash record keeping may prevent obtaining
information desired for business management purposes. While
the cash method has shortcomings in record keeping for manage-
ment purposes, it does offer flexibilities in tax reporting
which are not found in the accrual system. Also, small

businesses find it easier to use.

Accrual basis accounting

In accrual accounting, revenue is recognized when it is

earned or produced, and expenses are recognized when an
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obligation to pay is undertaken. Thus, the receipt or payment
of cash does not determine when to record a transaction or
when to recognize crop or livestock production. Increases and
decreases in inventories of farm production and input supplies
balance sales and purchases such that production is recognized
in the year it is produced and expenses for the year relate
only ﬁo that production. Transferring receipts, expenses, and
production from year to year through timing the receipt or
payment of cash is not permitted in measuring income on the
accrual basis. True production efficiency can only be measured
through accrual accounting. Thus, it may be to the advantage
of some to keep records by the accrual system but pay taxes by

the cash system.

Single-entry accounting

"The principle of the single-entry system is that receipt
and expense transactions are recorded in only one place in the
accounts." (7, p. 48) Many types of single-entry programs are
available. Some are very incomplete while others provide much
of the same information as double-entry programs. Some are
simple and easy to use while others are complex. If the
categories of information to be recorded are sufficiently
complete and if complete accuracy is maintained in recording
data, then the single-entry system can provide just as much
information as the double-entry system. What it lacks is the

built-in checks and balances to insure accuracy and
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completeness.

Double-entry accounting

"The double-entry system rests upon the principle that
there is both a source and destination to every transaction
and thus at least two entries must be made." (7, p. 49) The
double-entry system rests upon the basic accounting principle
that assets equal liabilities plus owner's equity at all times
during the accounting period. Thus the accounting process is
both more complex and requires at least twice as many record-
ings. But, because many of the double-entry accounting
responsibilities can be programmed into the computer, one can
use a double-entry EDP accounting system without knowing a
great deal about accounting procedures and experiencing the
tedium of recording masses of data. This is not to imply that
the subscriber has no additional responsibilities with a
double-entry EDP program. He must still identify the source
and destination of each transaction.

For the purposes of this thesis a slightly different
classification will be used. In the following chapter, EDP
record keeping programs will be classified into package types;
emphasis will be placed on the amount of computer involvement,
subscriber recording procedures, and the type of information
provided. This is not to ignore the previously mentioned

systems of classifying farm record keeping programs. The
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distinguishing characteristics and features of cash basis,
accrual basis, single-entry, and double-entry accounting are

as much a part of EDP record keeping programs as conventional
programs. These record keeping procedures will be alluded to
throughout the discussion of the types of EDP packages available

to Iowa farmers.
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CHAPTER II: ELECTRONIC DATA PROCESSING

SERVICES AVAILABLE TO IOWA FARMERS
Nature of Electronic Data Processing

Electronic data processing can be defined as a system of
processing accounting records on an electronic computer. The
amount of computer involvement varies with each EDP program.

In most programs, the farmer subscriber records the transaction
information on prepared forms or in a record book and submits
these to the servicing organization on a monthly, quarterly or
annual basis. The mail is the normal means of transmission.
The subscriber usually identifies each transaction according to
a predetermined code system. The servicing organization then
keypunches this information on to cards or magnetic tapes to be

read into the computer.

Computer functions

The computer can be programmed to perform essentially
four functions with the input information. First, it sorts
the varied transactions into specific categories. Expenses
are sorted from receipts and each of these may be further
sorted by like transactions, i.e. fuel purchases, labor
expenses, livestock receipts, crop receipts, etc. Second, the
machine adds, substracts, multiplies, and divides as necessary
to tabulate accounting reports and make management or effi-

ciency analyses. Third, it prints output reports. The reports
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are printed out according to the exact report format that has
been programmed into the computer. Storing information is the
fourth function of the computer. The sorted and calculated
information can be stored by the computer on magnetic tapes or
disc packages to be used with information received later to
calculate and print out reports covering longer periads of time.
For example, if transactions were reported by the farmer once a
month, the computer could be programmed to prepare both a

monthly and year-to-date summary of receipts and expenditures.
Types of EDP Packages Available

There are three basic types of EDP record keeping
packages available to Iowa farmers. The packages differ in
the amount of computer involvement required, the type of
external services offered, and the amount of information pro-
vided. The amount of computer involvement varies from
processing individually recorded transactions on a monthly
basis to processing record book summary totals on an annual
basis. Some EDP packages offer such external services as
income tax preparation, record keeping assistance by area
fieldmen, and farm management consultation. The information
provided varies from a simple cash flow summary to complete
management information systems providing accounting reports,

business analysis reports, and forward planning options.
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Year-end farm summary programs

One type of EDP package available is the year-end farm
record summary. This type of record keeping program contains
the least amount of computer involvement of any type of EDP
package. In this type of program, the farmer keeps his records
at his farm and posts transactions to them throughout the year.
At the end of the year, the receipt and expense totals, asset
and liability totals, and production totals are entered into
the computer for year-end summarization and analysis. An
income statement, net worth statement, and efficiency measures
are usually a part of the summarization.

Year-end farm record summary programs lend themselves
equally well to cash or accrual accounting procedures. In many
cases the record book is designed to accommodate both cash
basis and accrual basis record keeping.

Usually farm summary record keeping programs are designed
to employ the single-entry system of accounting. This has
resulted largely because farmers generally have had very
limited training in accounting and as a result find single-

entry recording somewhat easier to understand.

Coded ckeck programs

Coded check EDP packages are also available. These
programs require using specially printed checks and deposit
slips which allow for entering a code number on the check or

deposit slip to identify the purchase or receipt. Since coded
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checks are the major source of input information, this type of
program also has been labeled a cash-flow program. Generally,
only those transactions involving cash payments or receipts
are recorded. As a result, most coded check programs cannot
accommodate accrual record keeping. However, some coded check
packages do make provisions for supplemental reporting of

inventories and other non-checkbook type transactions.

Mail-in programs

The mail-in system is another type of EDP package
available. The subscriber records each farm transaction on a
journal form and identifies it with appropriate identification
code numbers. The forms normally contain multiple copies. At
the end of the month, quarter, or year, depending upon informa-
tion type and when it is to be processed, the subscriber mails
one or more of the carbon copies of his recorded transactions
to the servicing organization for keypunching and processing on
the computer. The subscriber keeps a carbon copy of his
recorded entries for his own records and reference.

Since most farmers use a single-entry cash recording
system, most mail-in programs have been designed to employ this
type of record keeping. However, most mail-in programs will
accommodate accrual record keeping as well. In addition, some
mail-in programs are designed for double-entry accounting
procedures. To record transactions in a double-entry account-

ing program, one must enter at least two identification code
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numbers for each transaction. The first code number indicates
the account to be debited and the second indicates the account

to be credited.

Computerized depreciation schedule

A computerized depreciation schedule is an EDP program
commonly available as part of other EDP packages. Also,
depreciation schedules are often maintained and updated by tax
accountants and lawyers providing tax services to farmers.
Since tabulating depreciation schedules by hand is such a time
consuming task, some tax professionals have computerized this
part of their tax service. However, lawyers and tax account-
ants often have not had training in computer programming or do
not have access to a computer and thus are limited in providing

a computerized depreciation schedule.

Family living packages

There are also EDP programs available which summarize
family income and expenses. As before, an identification code
number must be recorded for each income and expense entry.
Family income and expense summaries are often a part of coded
check or mail-in EDP packages. The type of forms used to
record this information varies with each package. There is
also variation in the amount of expense breakdown and informa-
tion provided. In some programs, only a few broad income and

expense categories are provided. The more complete systems
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permit itemizing in detail such expenses as food, clothing,
household items, utilities, medical, contributions, recreation,
and automobile expenses.

One may question how this relates to the farm. The
relationship is more direct than it may first appear. Profits
generated from the farming operation are allocated basically
to three destinations: (1) principal payments on present
liabilities, (2) new investments, and (3) family living. It
is important to keep track of expenditures in each of these
areas. Outstanding liabilities and new investments are part of
the farm records in most cases. However, in many conventional
record keeping programs, family expenses are often thought of
as being rather insignificant. They are sometimes totally
ignored. In contrast, many EDP subscribers feel this is one of
the more valuable services offered. For the first time, many
of these subscribers now know how much of the farm income is

being transferred to the family for family living purposes.

Specialized programs

A final category of EDP packages could be described as
specialized record keeping programs, or in some instances,
pPlanning packages. Examples are the Dairy Herd Improvement
Association (DHIA) records and beef feedlot performance records.
Planning packages include linear programming models to deter-
mine least cost feed rations, simulation models projecting

expected yields with alternative fertilization and planting
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levels, forward budgets, and projected cash flows.
Types of Firms Offering EDP Packages

There are basically five types of firms that offer EDP
services to farmers. They are: farm business associations,
state universities, banks, farm service organizations, and

private firms.

Farm business associations

In many states, farm business associations are formed
solely for the purpose of providing assistance in record
keeping, tax service, and management consultation through area
fieldmen. Farm business associations are non-profit, self-
governing organizations. Membership dues are determined by the
costs incurred by the organization in providing the farm
record keeping program. The associations are governed by an
elected board of members who coordinate and direct all activi-
ties at the area and state level. At the state level, farm
business associations are able to acquire the services of a
computer processing center and are thus able to participate in
the opportunities available through electronic data processing.
In addition to providing each member with record summaries of
his farm business, many farm business associations also provide
comparative analysis information, thus permitting a member to
compare the figures of his own farming operation with the

averages of other association members with similar resources
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and production activities.

Universities

Universities have been forerunners in the research and
development of EDP programs. In many states, the research has
been followed by the implementation of EDP services through
the Cooperative Extension Service personnel who work directly
with farmers in their record keeping activities. Universities
and farm business associations are the only known organizations
that offer management consultation as part of their record
keeping programs. The amount of electronic data processing
varies from year-end computer processed reports in some states
to monthly processing of the farm record information in other

states.

Banks

Local banks are also a source of EDP services. Banks
offer EDP programs to provide more services to their customers
and also as a means of improving and facilitating borrower-
lender relationships. Bankers want to know the present
financial condition and credit needs of their farm customers
and they want this information through accurate, easy to read
farm records. Through offering EDP services, banks are trying
to encourage farmers to keep more complete and current records.

If the bank has sufficient size, staff, and capital it

may be able to develop and market its own EDP program. In
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most cases, banks in agricultural areas are too small to
undertake this project on their own. Instead, these banks
often purchase a franchise in a developed EDP program from a
larger bank or company. The local bank then only has the
responsibility of selling and servicing the program to its
farm customers. Bank employees need to be trained in these
areas.

Many bank EDP programs are somewhat limiting in that only
cash flow and tax data information are provided. As a result,
only a minimum of business analysis information is available

in many of these programs.

Farm service organizations

Another source of EDP is with farm service organizations
such as the Farm Bureau and Production Credit Association.
These organizations are interested in providing services to
their members and have recognized farm record keeping as an
area in which to do this. These organizations have sufficient
size and membership to develop their own EDP program and
process the record information on their own computers. The
Iowa Farm Bureau services its program through group meetings,
often in conjunction with a local bank or vocational agri-
culture department, by a telephone WATS line, and by personal
contact as needed. The Production Credit Association (PCA)
offers its program through the local PCA office. In some

cases, one person at the local level is designated as a farm
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records coordinator to work exclusively with the record
keeping program. One of PCA's goals is to improve and
facilitate the borrower-lender relationship the same as with

banks.

Private firms

Private firms also have become involved in offering EDP
farm record programs. Private firms may work exclusively in
computerized farm record keeping services or their EDP services
may be one of several areas within, or products of, a large
private firm. The profit motive is the major incentive in
both situations but in the latter case it may be less direct
as a sales promotion program or as an enticement to attract
customers to the other products the firm sells. Private firms
can be just as efficient and provide their services as
economically to farmers as non-private groups. Again, if the
firm is relatively small, it may want to purchase an opera-
tional program rather than assume the large development costs
involved in offering its own program. In other cases, where
larger established firms have decided to offer EDP services,
the parent company may finance the developmental and implementa-
tion costs incurred by a subsidiary firm in getting the program

operational.
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Operational Procedures

The operational procedures used vary with each type of
EDP package. These were discussed earlier in this chapter and
were classified as (1) year-end farm summary programs,
(2) coded check programs, and (3) mail-in programs. Emphasis
in this section will be upon the last two programs since they

require the most computer processing.

Year-end farm summary programs

With year-end farm summary programs record information is
recorded throughout the year in a record book kept at the farm.
At the end of the year the farmer, or his area fieldman,
totals his record book columns for expenses, receipts, produc-
tion, assets, and other farm record information. These totals
are then entered on input forms, such as the Forms la and 1lb
from the Iowa Farm Business Association, to be submitted to
the computer for processing. Each information box on the in-
put form is numbered to correspond with similarly numbered
column totals in the record book. This insures that the
proper column total is entered in the correct space on the in-
put form. At the processing center the information is key-
punched on to cards to be read into the computer. This type
of EDP program involves a considerable amount of manual work
by the farmer or his fieldman in totaling the record book

columns and entering the information on the input forms.



31

(emol ‘070D ‘UOT3ETOOSSY SsSaursng
wrieg emoIl 2y3 jo uotssTuwrad Aq pesn) wroj jndur AJeuwmns wIeJ pus-IeaX BT WIOJ

e o
. . — - =
= [ P . w . - NS e
#i1 11 rii ti i 1 g o1 o i o 0
e = - T
ey =] [T = e w— e | oasy | iy Fﬂ!‘?. ] o= = HH
e ] vy ¥ -y o e dmgee o e
§ ko s r ¥ v | I pma| |3 i L = T
Eel Nesd ™A
. r : . - = T
rrEy XX O XXXX axAN ol FFRE P | wXRR o | xxEx wm AR EOE
1 - = = -
ey ¥YEx oo KXAX T R L | wap. gl R el aray W VevEn W sl = ory peerven S 1 1
t —_
XXX XXXX OO XXNE YXAA o XEXE xxx w0 xxxx oo xxxx omax  cxxx owe T e 0r paag b |
TXXT  wemx xR o | XXX ,au ..-! T T o ez !“I .I...lul‘ '
1| e - TOLE e
noxx xxux xexx ooex
= 2 = o B O WIWGOw GROIONY
- - ] A g ) i 8 EDOIAN ———— =
[ | " » Ll L3 x 5 » ) ] ! r I3 KO ANveeRE sty sheey) E
e duy U 1 00k | Amnos ! [ 1 v
—— -~ — —
! Eu ¥OEYT QEOTCHYY
[ ot we|9 90 i PP giedo | % UMV
- e i ——
_ i el § 5 ez |5 290 § SISV a0 = ¥ i
¥ D ; rr w e
Trxx il XXEX  EEXE s1uemescaday ——

2 = [ e
rxxx ﬂﬂuﬂ TXXX  XXEX  s3assy FUTHION - NOILVIOZHAA B T =3e: v
—oe ~ 008y, vo0e T R R 3IF T
xIN ¥ TXEX rxxy XXXX ozz | b | XExx ﬁilll cdum o} 3 L | [T by
Trex mrxu&s TEIEX | NNEK ENEE | TTOOPE_ | wxks  xaxx g SLF LT
L =

iz L] S RS
1153 o DOPES wxzx  xxax| xxax | Bﬂﬁ\‘ Xxx:  EEEx = [y ve— i FeicwATC
; ™ ol AP i R kel i L Lo T3inod 01 Fea pees - i
i qql o S 1 7 7 Taywet o3 pai pees i
EEXX »nu-um SaTTTaded i 'ﬂi‘n 9 J90E 01 Ped pasad
Li )
xTEX _“u-: upeas ‘suwandoc A 1 SR 958 03 peZ Fesd
AKX XNRE "oy ' ML
n-” & A S v E N ¥R0) ¥TTH ;O "Of
[ — . L2 ®393371 Jo 'OR
., Nd.l- Bupeny oy [ ow [ UKOD Jaeg JO "Of
S
| 514 = prere— S
<= sl =il WOILONA0NA ADOLSZALT
v Ty el

(ty s g LSO #O TN M

— =



32

(emoI ‘OT0D ‘UOT3EBTOOSSY SSauTsng
ureg emoIl 2yl Jo uorssTwaad Aq pesn) wiol 3ndut AIeuums wIej pua-Ieadx gl WIog

TADR O LIVEES L NNN.,.! Wﬁi = T 0w



33

Code systems

In EDP packages utilizing the computer more fully, such
as the mail-in and coded check programs, each farm transaction
is entered into the computer. This necessitates devising some
way to indicate to the computer the nature of the transaction.
The most common method of doing this is by a numerical code.
It is this aspect of EDP that is most foreign to subscribers.
Farmers are accustomed to writing expenses or receipts under
the proper column heading in a record book, as in the program
previously described, rather than using a code number to
indicate the nature of the entry. It is not difficult to use
EDP code systems but it does require some "getting used to".
The code system must be understood and properly used to receive
accurate output reports and information. Assigning the proper
code number to each transaction entry is one of the most
important responsibilities of an EDP subscriber. Some
servicing organizations will, for an additional fee, code the
recorded entries and thus relieve a subscriber of this
responsibility.

There are many different types of coding systems used.
Form 2 illustrates a three digit code system from Rec-Chek as
an example of what is used in bank oriented programs.

With this particular coding system only the most common
category headings are listed. The unusea code numbers are

available to the user to identify items as desired for further
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item specification. For example, item number 500 labeled
"Feeds" could be itemized to the following feed categories:
501 Beef Feed
502 Dairy Feed
503 Hog Feed
504 Poultry Feed

505 Sheep Feed

AGRICULTURAL
RECORD SYSTEM

CATEGORIES
|_SHEEP.

H NETF—RATITE
] ::I((!—I:_:'i:—ﬂﬂil‘

T‘-

T ANTMAL DRUG HEALTH SUPPLIES
W68 | BREEDING If(S —
470 | CROP CHEMICALS

FE

CuRITiES, SAVINGS, THVisT | ‘W}mﬁl‘——"

e | e
AXES  PERSONAL [ 96| eov

UTILITIES NONFARM || 600 | ARM INSURMNGE

3, SATARTES _NOWTARM | %10 | FaRw INTEREST

[ 820 | VRRIGATION

55 | LIME
LIVESTC CITRATH
63| WISCELLANEOUS —
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TR | FARM WAGLS. SALARIER
[®0_| womk_Custod

BUILD N
BUILDI!

N HY

| i
SIS | touiPMENT_FERTILITER
| [ NI HANVESTING

0| ¥a WAN
| PWINT PLARTING
= R RTT —
W0 | FGuiPMEN] TRACTOR, WHIET
[0 IFENT Yo il
[ 1 rouieMiNT waliw SvATiN
Jiiﬁﬁmm&, =

COPYRIGHY IREC-CHEY INC. NiVADA. 1OWA MAY 1948

Form 2. Three digit code system (used by permission of Rec-
Chek Incorporated, Nevada, Iowa)
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Most EDP code systems offer categories for itemizing
personal and family expenses as does this system (codes 000
through 099). This is an area of farm record keeping systems
which often is totally ignored or treated in a lump sum fashion.
Valuable information regarding consumer spending habits can be
revealed by even these simple personal and family categories.

Again one could itemize categories of particular interest such

006 Clothing--Father 021 Food--Groceries

007 Clothing--Mother 022 Food--Meat

008 Clothing--Child A 023 Food--Restaurant Meals
009 Clothing--Child B 024 Food--School Lunches

Other code systems use four or more digit codes to
identify specific items and transactions. The following 5
digit code system from Farm Bureau is illustrative of those
systems with more than 3 digits. It is structured to identify
the type of transaction and to indicate the type of item
involved in the transaction. Here is how it works:

A. The first digit is used for Tax Identification.

The numbers 1 to 9 are used to identify specific
kinds of transactions as follows:

1 = Ordinary Farm Income (100% taxable) or Ordinary
Farm Expense (100% tax-deductible).

2 = Item Purchased for Resale (feeder cattle, feeder
pigs, etc.) and the gross profit is taxable.

3 = Sale or Purchase of Capital Assets (breeding and
dairy livestock, machinery, buildings, etc.).
Sales are subject to Capital Gains Tax.

4 = Money Borrowed or Debt Principle Paid. Not
subject to any taxes.
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Non-Farm Income or Personal Non-Farm Expense.

Non-Farm Tax-Deductible Personal Expense (medical,
dental, etc.).

Non-Cash. This number is used to record intra-
farm transactions.

second digit is used for Major Class Identifica-

tion. The numbers 1 to 9 are used to identify

specific classes of property or activity as follows:

0

1l =

The

Labor 5 = Crops Related

Feed 6 = Machinery and Equipment

Livestock 7 = Land, Buildings, and
Improvements

Livestock Related 8 = General Income and Expense
Crops 9 = Personal Income and Expense

third digit is used for Specific Identification.

It identifies specifically the type of major class

item indicated by the second digit. For example, if

the

second digit is 2 (Livestock), the third digit

would indicate the type of livestock. For the third

digit:

1 = Beef 4 = Dairy 7 = Sheep

2 = Beef 5 = Horses 8 = Hogs

3 = Dairy 6 = Poultry 9 = Other Livestock
The fourth and fifth numbers are used for Individual

Identification to allow for recording transactions

involving individual lots of livestock or individual

machinery items.
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.

An example may make this code system more clear. Suppose
a farmer buys some feeder pigs. The first digit of the code
number to record this transaction would be 2 since feeder pigs
are an item purchased for resale. The second digit would also
be 2 to designate the item as livestock, and the third number
would be 8, to indicate the livestock are hogs. If the farmer
desires to keep a separate record of the income and expenses
charged to this group of feeder pigs, he could designate a lot
number-to this group by using the fourth and fifth digits of
the code number. Assuming the feeder pigs are designated as
group number 11, the 5 digit code number for this transaction
is 22811.

There are many ways in which a coding system can be built
or structured. The double-entry code system used by Pioneer
Data Systems is designed to emphasize assets, liabilities, and
equity accounts. The first digit of the 5 digit Pioneer code
indicates the type of the account or the type of transaction.
For example:

i |

Assets 3

I

Net Worth 5 = Expenses

2 Liabilities 4 = Income

The second digit of the code serves two purposes. With asset

and liability accounts the following format is used.

1l = Current Assets or Current Liabilities
2 = Intermediate Assets or Intermediate Liabilities
3 = Fixed Assets or Long-Term Liabilities
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For income and expense transactions the second digit identifies

the transaction in the following way.

Income Expenses
1l = Livestock Sales 1l = Livestock Expenses
2 = Crop Sales 2 = Crop Expenses
3 = Labor and Services Income 3 = Family Expenses
4 = Investment Income 4 = Operating Expenses
5 = Other Income 5 = Other Overhead Expenses

The third digit carries the identification process still
farther. For example, Intermediate Assets are identified as
machinery, equipment, and breeding stock while livestock sales
are broken down to hog sales, cattle sales, and the sale of
other livestock. The fourth and fifth digits continue the
breakdown by identifying breeding stock as sows, boars, cows,
bulls, etc. Hog sales are broken down to feeder pig sales,
gilt sales, sow sales, boar sales, etc.

Other EDP programs use a key work code system to identify
the transactions instead of a numerical code system. The
following code word examples from Michigan State University's
TELFARM program illustrate this type of code system.

CATTLERSL = feeder cattle purchased for resale

GASTAXS = state gas tax refund

BORROWED = money borrowed or charged

SUPPLEMENT = supplement and soybean meal

I

RPRMACH repairs for machinery

TAXINCF

Federal Income Tax paid
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When evaluating EDP programs the coding system can not be
overlooked; it is used on every transaction that is entered
into the program. It must be well designed and contain enough

flexibility to meet the needs of the farming operation.

Input forms

The forms used to submit the record data to the EDP
processing center vary with the firm offering the EDP service.
With bank programs, the usual type of input forms are coded
checks and special deposit slips. Form 3 illustrates a check
used for this type of input procedure for Rec-Chek. The bank
provides a check book size listing of the code categories to
be used. An example of this has been previously illustrated
in Form 2. Recording of the transaction is done at the time
of the purchase. The only additional responsibility, other
than writing the check, is to record the code number for the
items purchased. Often a check is issued for the purchase of
several items at the same store. In this case it is helpful
to be able to identify the different items on the same check
rather than write several checks.

With bank EDP programs, check size deposit slips also are
supplied to record receipts and to identify the source of
income by code number. An example of this can be seen in Form

4.
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JAMES C. MORRISON 118
1765 SHERIDAN DRIVE

YOUR CITY, U. 8. A. 60618 7 ﬁ 23 IQE 202-:&__75@
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Form 3. Coded check input form (used by permission of Rec-Chek
Incorporated, Nevada, Iowa)

——{CHECKING ACCOUNT DEPOSIT TICKET | —— CASL{ cummency | .
COIN g
CODE ENT NO.___|WT. AMT. ——
K1Y A 0 6|2)| 4499 | %5.10 i | 865 Jo | Sy
35 ML K 41 1343.91 E' _ | 343 91 | 00-6789
P st | 2345
TOTAL FROM OTHER SIDE Checks and othar items
paTew? £, AS 19 734 TOTAL | 72 0@ lpf | wbise 1o e tarms apd
C m’ I o I 3 : ’ LESS CASH RECEIVED 5 Eulll:hun ::"‘:::“:3:'"" ’
9 . NET DEPOSIT | /2 0 s PROPERLY INDORSED
USTOTHI JRMRS 62 MORRISOR

1765 SHERIDAN DRIVE
MWSMBM YOUR CITY, U. 5. A. 60618
w

YOUR CITY, U.B.A.

e 23ILSwE 789 L2ILSETATQE

Form 4. Coded deposit slip input form (used by permission of
Rec-Chek Incorporated, Nevada, Iowa)
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With bank offered EDP programs, processing is usually done
monthly. The bank sends the coded checks and deposit slips to
its processing center. The receipt and expense data recorded
on the checks and deposit slips are processed for reporting
back to the farmer. The bank usually receives a duplicate copy
of the output information received by the farmer.

As mentioned earlier, not all EDP programs use coded
checks and deposit slips to record transaction information.
Forms 5 and 6 from the Farm Bureau program illustrate input
forms used to record receipts and expense payments in mail-in
systems. The same basic information is recorded as with check
input systems, but one does not have the convenience of simply
adding code numbers to a check to identify the purchase. How-
ever, with mail-in systems, it is usually possible to record
more complete transaction information and submit items for
which a check was not written. In coded check systems, non=-
checkbook type information must be recorded on supplemental
input forms and mailed to the processing center to be tabulated
with the coded check and deposit slip data. Thus inventories,
intra-farm transfers, and other accrual information can be
submitted much easier in a mail-in system.

The transactions on Forms 5 and 6 are journal entries.

In this case there is not a single journal, but rather, an
income journal and an expense journal. Instead of posting

these journal entries to the respective ledger accounts, the
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subscriber relies on the computer to perform this accounting
procedure. When these input forms are mailed to the processing
center at the end of the month, a keypunch operator will punch
the code numbers and respective amounts onto cards or magnetic
tape to be fed into the computer. The computer has been
programmed to recognize the specific codes. For example, the
code number 13200 for milk sales shown on Form 5 would tell the
computer to add $335.75 to the milk sales ledger account. This
same procedure is repeated for every journal entry input into

the computer.

Intra-farm transfers

If a farmer desires to measure the true contribution of
each enterprise to the total farming operation, he needs to
record intra-farm transfers. Examples are the transfer of
calves from a beef raising enterprise to a beef feeding enter-
prise and the transfer of corn for feed from the corn growing
enterprise to the beef feeding enterprise. The beef raising
and corn growing enterprises should be credited for the value
of the product transferred and the beef feeding enterprise
should be charged (debited) for these same amounts just as if
they had been cash transactions.

There are several methods of handling intra-farm transfer
information for EDP programs. In most cases, supplemental or
intra-farm journal sheets are required to record this informa-

tion, but as previously illustrated, the Farm Bureau code
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system is structured to facilitate coding intra-farm and non-
cash transfers. In this system the number nine is used as the
first digit in the five digit code as described previously,
and no supplemental entry sheets are required. With EDP
programs where this feature is not part of the code system,
entry forms such as the one from Pioneer Data Systems (Form 7)
are required. With bank programs, check size slips are often

provided to record these transfer entries.

Correcting errors

At the bottom of Form 7 is an area for correcting errors
in transactions coded in prior months. In this example,
reference number 400 indicated that this entry corrects a
previous month's family expense entry numbered 400. Making
such errors are not uncommon and there needs to be provisions
for correcting them. Errors can originate with the farmer or
at the processing center. It is not always eésy to detect
errors of this sort in coded entries. The computer can be
programmed to locate errors such as illegitimate code numbers
and non-coded entries; but no matter how complete and compre-
hensive the EDP program, some error checking remains in the
hands of the subscriber. Careful checking of the coded entries
cannot be overemphasized. The coded entries should be double
checked for correct code, dollar amount, and any other informa-
tion required to indicate the nature of the transaction before

being sent to the processing center. Output reports should be
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checked with bank statements, expense vouchers, and any other
record information available to insure that incorrect informa-
tion has not been submitted into the computer. Keypunching of
the record information at the processing center is also subject
to human error. By checking over the output reports carefully
possible errors arising is this way can be detected. Once the
information gets into the computer free of error, one can be
virtually 100 percent certain to get accurate, error free

information in return.

Depreciable assets

Recording of new capital purchases and changes in depreci-
able assets requires detailed information, as Form 8 from
Agrifax illustrates. In this area computers eliminate much
work. Each machinery item, building, and depreciable breeding
animal is assigned a code number to maintain its identity in
the computer. When an animal is sold or a machine traded, its
code number is deleted. New numbers are assigned to the new
purchases.

Any of the common methods of depreciation can be used.
When a farmer has only a pencil and a scratch pad to work with,
human tendencies often guide him to the simpler straight-line
depreciation method. For the computer the more complicated
faster write-off methods are no more difficult. When pro-
grammed, it can calculate declining-balance and sum-of-the-

years-digits depreciation just as fast as straight-line
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depreciation. A completed depreciation schedule is illustrated

in the output reports section as Form 12.

Inventories

Some EDP’ programs provide net worth statements. This
requires the submission of inventory information such as
illustrated on Form 9 from Agrifax. The amount of cash on
hand will need to be determined from the latest bank statement
adjusted for transactions since the date of the statement and
in-pocket cash. Crop and livestock inventories are obtained by
measuring and valuation techniques. Accounts receivable and
payable are obtained from liability accounts kept at the farm
or as a part of the EDP package. Depreciable property such as
buildings and equipment receive a value as determined in the
depreciation schedule. The value of land can be entered into
the computer to be recalled as needed with no value change
until permanent improvements are made or general land values

change significantly.
Output Reports

The type of output reports provided varies with each firm
offering EDP services. Some firms provide only cash flow
information. Those offering more complete information packages
provide enterprise analysis reports, depreciation schedules,
net worth statements, tax summaries, family expense summaries,

and farm business analysis reports, as well as cash flow
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reports. Together, all these reports can supply a farmer with
a relatively complete physical and financial picture of his
farm business operation. In addition these reports provide

data useful for business analyses and forward planning.

Cash flow reports

Cash receipt and expense reports are usually printed
monthly or quarterly in EDP programs. As shown in Form 10
from the Farm Bureau, the amounts for the current month and the
year-to-date are usually printed for comparative purposes.
This eliminates the need to add up the totals from previous
months to determine the year-to-date figure. Form 11 from
Pioneer Data Systems illustrates an alternative type of cash
flow report. 1In this case, the report presents information
relating only to one month. Each cash journal entry for the
month is printed including the date, reference, payee, enter-
prise, description, and amount to aid in identifying the
specific cash flow entry. 1In this EDP program, the intra-farm
transfers for the month are also printed even though having no

effect on the cash flow analysis.

Tax reports

The nature of reports providing income tax information
varies with each EDP program. Most EDP programs provide
depreciation schedules which can be attached to the Schedule D

income tax form. Many EDP programs provide a tax summary in



Form 10. Cash flow report (used by permission of the Farm
Bureau Agricultural Business Corporation,
Des Moines, Iowa)



Farm' Bureau A ricunural Business Corp.
Slreet
Des Mumes 50309
Phone [515) 282 817

Naine
Modern Farmer

CASH FARM RECEIPTS

Kmn_

1 Cattle .

2 Beef calves .

3 Sheep

4 Swine

5 Poultry

6  Dairy products .

7 Eggs

8  Wool

9 Cotton

10 Tobacco

11 Vegetables

12 Gram

13 Fruts and nuts

14 Other (specity):

15 fieuw,

16 Hery

17 Flenmry

18 Wewad & Lumber

19 Seeds Sold
20 Uther Livestock Sold
21 (ther Products

22 Machine work

23 Patronage dividends, Refunds & Rebates
24 Per.unit retains

25  Agricultural program payments: |
20 (1) Cash . . i A I

) (2) Materials and services |
"R Conmunodity Credit loans under election
A Federal gasoline tax credit

iy State gasoline tax refund

1 Other (specify):

56

32 Total Ordinary Farm Income vim o m =
13 Total Sales — Purchased for Resale . . . .
14 Breeding & Dairy Lvstk. Soid .

3% Machinery & Equip. Sold

3 Bidg., Tile, Fence etc. Sold .
37 Total Money Borrowed . .
38 Total Personal Income .
19

40 TOTAL CASH RECEIPTS
FOR PERSONAL USE ONLY

Lot Ul Khouk Balance

Beginning of month %

Nel Cash income (Expense)
Adjustments
Larnm Checkook Balance
End of Manth

FREDDIE COMPUTER

FARM RECORDS SERVICE

CASH RECEIPTS AND PAYMENTS

Freddie Computer
Farm Records Service

3 U ) Page
123-43-6789 12-3170 1-01"000 -
| CASH FARM PAYMENTS
Current Petwd B u:ﬁ_h -_I;l- Hems Current Period Year 1o Date
166578 | 21919196 | Labor hired . . I 23350 1766 65
I I IE | Repairs, maintenance I 31;‘6 1688 L6
: : : : | Interest | dSUO hs
| I } 1 Rent of farm, pasture | | |
! 8321 1 ﬁ‘ﬁgl' 16 | Feed purchased : 553|84 l|763 73
: 239: 15 2:706: 05 seed, plants purchased | | 323 PG
| | | | Fertilizers, lime 1 I 1746 08
! ! I ! Machine hire 119671 175765
: 1 : : Supplies purchased . : 33& :205 h3
| t | i Breeding fees . | | | |
: : : ' Veterinary, medicine . : 3268 }102 Pﬁ
189387 3.739 99 ‘ Gasoline, fuel, oil . | 11611 |517 ,57
| I | | Storage, warehouseing | I
! ! ! / Taxes ! | {055 '92
: I : : Insurance . : : 1204 |96
T P Utilities I 4946 |548 67
: 1 : : Freight, trucking . } 2?45 :303 Pﬁ
| | | | Conservation expenses . | | | |
! | ! ! Retirement plans, etc. ! | 1 I
: : : : Other (specify): . : ! : :
| I | | Auto (Farm Share) | 1&81 1304 00
| | | l | Truck ! 1?1,3 |687 |5 3
: : : 59: 65| Advertising i : i I I
I I | 1 Pouitry & Other Lvstk. Purchased ' | | | |
oo [ Commissions, Yard Fees, etc. [ I
: qu 00 :658‘ 00 Misc. Livestock Expense : ! : 19 '84
o | Office Supplies 4 I 1525 | 76 80
| ! 3 577' 89 Mgmt. Records, Tax, Lega! (I | 7500
: : I 4267 Bank Charges, Org. Dues ! ! I 13128
| 74 - i i I 65 'oo
| | | 7"| 62 Meetings, Travel (Reimb.) | | |
| | ! | | OtherMisc. . . [ I
28 B8O | T649797 [Total Total Ordinary Farm :xp.nm 163759 1526‘53
| 063 02 | 16{690| 79 [Total Payments—Purchased forResate. | | 85 534 00
1853 29 [Breeding & Dairy Lstk, Purchased . . o 1753150
g0 : : Machinery & Equip. Purchased . . . L4 124300
| | Bidg., Tile, Fence stc. Purch, . | | | |
: : 16' Blol 15 |Total Debt Principal Paid . . . . . | az?oo 9300100
I | 94| 75 Total Personal Expenses. . . . . . : 133726
| 1 [ Total Personal Tax Deductible Expenses | 3*33 181261
10' 35193 | 53 098’ 97 TOTAL CASH PAYMENTS . . . . . 4 34497 |
i Use this Form to Estimate Income
1,569.13 For Tax Purposes (Cash Method)
7,001,.96 Ordinary Farm Income (Year to-dale) 18,649.99
Ordinary Farm Exp. (Yearto-date)
Net 5,123.36
8,571.09 Plus Grass Profit on sale of ltems
Purchased for Resale 6,796.19
Plus Estimated taxable income from
Sale of Breeding & Dairy & other
' Cap. Assets (Schedule D) 426,00
Total estimated gross income 12,345.55
Minus estimated depr expense 2, 248,00
Estimated taxable income year to date 10, 097,55
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October or November listing all receipts and expenses for the
year-to-date to aid subscribers in planning purchases and sales
during the remainder of the year. Also, some income statements
are patterned after Internal Revenue Service forms for the
convenience of reporting taxes. In other programs, the in-
formation needed for tax reporting must be drawn from the
various accounting reports provided. Regardless of the format
of reporting information, all EDP programs are tax conscious
and are designed to facilitate the preparation of income tax

returns.

Depreciation schedule

Nearly all EDP depreciation schedules are of the type
shown in Form 12. Usually the depreciable assets are grouped
into such categories as livestock, machinery and equipment, and
buildings and improvements. Totals are tabulated for each
category and for the total schedule. Note that several

depreciation methods have been used in the report shown.

Income statement

The Farm Bureau income statement illustrated in Form 13
has been tabulated on the cash basis. Since most farmers pay
taxes on the cash basis, most EDP income statements are tabu-
lated using this method. However, accrual income statements
also can be tabulated with some single-entry programs. In
double-entry programs, only accrual income statements are

provided. The format of the statement illustrated parallels
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Form 13. Income statement (used by permission of the Farm
Bureau Agricultural Business Corporation,
Des Moines, Iowa)
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Farm Bureau Farm Records
507 10th Street
[ees Mames, lowa 50309
Phone (515) 2828171
BT Sut See N

__Modern Farmer 123-45-6789

Sales of Purchased Livestock aru:l Other l!ems Purchased lor Resale

Do not nclude sale of hivestock held tor deatt. reeding or il
sales, an ‘n hedule D

FARM INCOME AND EXPENSES

~ Farm Income —Cash Receipts and 'Dnshurwmmh Mvu'md

Fanm Reconl - =

For Earm Burean WMeodars

Farm No Page

1-01-000 ____ 1

1hitee
12-31-70

FARM BUREAU ATTACH TO
IRS FORM

I__ 1
515883 } 1 MOF
113['?5 ‘ Transfer only total profit (or
150311 loss) of Sales of items pur
chased for resale to line 3d
| 1040F . Transter only total on
6,79619 line 26 & line 49 to line 26 &

line 49 on 1040F

{l “l‘xllllllwlll 5 Arrgvanl o sl

) I r__ i i
Beef Cattle | 12487143 | 71328160
Sheep I 1306 125 1:172:00
Hogs 2897 11 | 1,394,00

| | 1 I | |

TOTAL | 1669079 | 9/89460

L & i o

i | |

b L

I ] I 1

i | I I

| | ' i

1 I I | I
Satles ol Markel Livestock andd Prodes o Based el Dl Proionily

Tor Sades s O ber Faarmn Ine onme

Pl Wivied oy

AL atth

By Herel aalves

e Shesp

7 Swanne

H Pouly

9 Py products
T I
ol
12 Cotton |
4 Iobacco
1A Vipetabiles,

14 G
Tee bavude i tiats

1A E0 e (spneely)

Fre
| }
ihny
Fivnis |
Viwad & ot
f Taid
TR (I ) ]
o J

GG ) ARM INCOM)

TR Mo b winik

Pt divnbornd Retinu. % Roeluilee
LR LR TTTT] R ER RTINS
U AR ] sy
L sk
1 Mateeesate o] Gty es
oty Crooghet losvs ander sdeClon (o torfeated)
SO el gasaliens Lax credit
b Sbates asobinwe Lax oot

SO fspieonly)

LAkl s 4 Dol Y

* 2191996

|
4691 16

2'706'05

378999

89 65

658 00

367789
42 67
74 62

FARM RECOhDS

[Part 1]

Farm Deductions

|lh BN e prersoinal on liviigg espaiies ol a1t abile 1 .lmlu Imrl o

T e, S 1 s Lases, i, orpanes el o g el

e |> Arwsint
29 Labor hired s _1:};[55
30 Repairs, maintenance 168846
31 Interest . 2:300:28

32 Rent of farm, pasture I I
33 Feed purchased 11763'73
34 Seed, plants purchased :323 :06
35 Fertilizers, lime 11746108
36 Machine hire 1757165
37 Supplies purchased . :205 :63

38 Breeding fees | |
39 Veterinary, medicine 110286
40 Gasoline, fuel, ol :5 17 :57

41 Storage, warehouseing . | i
42 Taxes 105592
43 Insurance . :204 196
44 Utilities 1548167
45 Freight, trucking 130376

46 Conservalion expenses : :

47 Retirement plans, elc | !

(other than your | |

share  See separate | |

instrue tions) 1 |

48 Other (specity) | |
Aurto (F arrm Shared :30& :00
Truca |687 ;53

Advertising | |

Poultry & Other Lvsth. Purchased : :

Commissions, Yard £ ees, efc I i
Misc Livestock Experise "19 :34
Office Supplies : 76 80
Mgmi. Records. Tax, Legal 1 7500
Bank Charges. Org Dues | 1328
Meelings, Travel (Rennb ) | 65100

Other Misc | 1

| [

I |

| [

i l

' T

18 64999 49 Add lines 29 through 48

’s

| |
1352663
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that of Form 1040F of the Internal Revenue Service. This
report is designed to be attached to the income tax forms to

support the totals which are entered on Form 1040F.

Net worth statement

Form 14 from Agrifax illustrates the format of EDP net
worth statements. Not all EDP packages provide this report or
information. Some EDP programs provide this information as
often as monthly. In addition to the ending net worth informa-
tion, the Agrifax report also includes a brief listing of
assets, liabilities, and net worth at the beginning of the
year. Thus, one can identify some of the basic trends which
have occurred during the past year. At the bottom of the
statement illustrated, there is a place to verify its accuracy
with the signature of the subscriber after checking that the
information correctly reflects his financial position. This
indicates to the subscriber's local Production Credit Associa-
tion that the information is accurate and permits them to use
this report in evaluating his financial position and credit

needs for the coming year.

Farm business analysis reports

In addition to financial statements, the more complete
EDP packages also provide farm business analysis reports.
Whole farm analysis reports highlight income, expenses, and

production in various ways to call a farmer's attention to key
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01-01- ROBERT J SAMPL' MEMBER NO 02-06-01-05432
MODEL 200 RR I OWNER NO 11
ANYTOWN U. S. A. 55551 PAGE NO 1 06/20/
__ S FINANCIAL STATEMENT
ASSETS LIABILITIES
L R PR e S — 32 8,700.00 0% PCA 58,18R.00
11 BRED HFRS 13 2,600.00 51 FEED 331.00
@ |l OPEN HFRS 17 2,040.00 08 1,500,00
—H—GALYES - - 24 960.00
12 STEERS 20 2,400.00
@ )3 LAYING HENS 6,317 1,895.10 .
- 90-CORN— ——— ———— 27300~ BU — " Z,300.00
20 OAT 3,000 BU 1,800.00
@ 0w 3,000 BAL 1,200.00 .
=20-STRAN-—— ~~ = 1,500 BAL 450.00
20 HAYLAGE 150 TON 1,500.00
@ 20 CORN SILAGE 150 TON 900.00 . -
20 CONCENTRATE ——  —~ — "I 10N "~ 20000
51 A/REC 150.00
@ 52 SUPPLIES 480.00 o
“OT FARN CHECKBOOK ~ ~ 7 77 7 "T1,437.97 .
71 SAV & OTHER CAS . 25.00
@ 70 PCA STOX 4,060.00 . -
I,800.00
98 CASH VAL INS 600.00
@ 28 MaCH ST 35,160.00 .
—29 KUTO 2340,
® TOTAL CUR ASSETS $73,098.07 TOTAL CUR DEBTS $60,019.00
70 REAL ESTATE 100,875.00 08 INDIVIDUAL 34,000.00
® e oT o $173797 07— TOTAL DERTS- ————994;019:00—
Py NET WORTH $79,954.07
CHANGE NET WORTH $5,821.19
. ia,n _‘_9_—___ oy - —
TOTAL CUR ASSETS 74,144.00 73,098.07 -
@ ML AtteTs 176,644.00 173,973.07
- 6T B — — —60y810.00- - - . mr e e
TOTAL DEBTS 102,511.12 94,019.00
Py NET WORTH 74,132.88 79,954.07
&
[ e — - ——
® . - o
&
" I haraby certify that this statement is trve and correct.
[ ] Date signed. ==
Signature
Form 14. Net worth statement (used by permission of the

Federal Intermediate Credit Bank, Omaha, Nebracka)

-~
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analysis figures which give some indication of his efficiency
and quality of management in the farming operation. Forms 15
and 16 from the Iowa Farm Business Association illustrate
whole-farm business analysis reports. Some EDP programs do not
supply whole-farm management information of this type. Other
EDP programs supply guideline ratios such as livestock returns
per $100 feed fed, power and equipment investment per crop
acre, current assets to current liabilities, and total liabili-
ties to total net worth. EDP programs offered by universities
and farm business associations often provide comparative
analysis figures as contained in Forms 15 and 16. As a result,
each subscriber is able to compare each aspect of his own
farming operation with average farm figures of other sub-
scribers.

Comparative analysis information is good in that it indi-
cates to a subscriber how his farming operation compares to
others and points to strong and weak areas of his business.

But average figures can be misleading in that often they con-
tain many varied types of farming operations and thus may be
difficult to apply to specific situations. Also, what may be
an economic level of production for one farmer may not be for
another farmer. It would be more useful to compare common
enterprises rather than an aggregate of enterprises of several

types.
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Enterprise analysis reports

EDP programs also have the capability of producing enter-
prise analysis reports accurately and easily if the required
record information has been recorded. This would include
recording intra-farm transfers and a detailed itemization of
expenses and receipts to the respective enterprises. Form 17
from Pioneer Data Systems analyzes a livestock feeding enter-
prise. While Form 18 from Agrifax is an analysis of a dairy
enterprise. EDP programs permit all kinds of enterprise
analysis possibilities. Not only can one analyze the major
crop and livestock enterprises, but also individual lots or
pens of livestock or fields of crops. For example, a farmer
may feed hogs in confinement, in drylot, and on pasture on his
farm and desire to know if one method is more profitable than
another. Each of the three hog production methods could be
enterprised for this analysis. Some EDP subscribers enter-
prise a large farm machine such as a combine to determine its
cost of operation in relation to the amount of work performed.
This is especially useful where the machine is used for custom
work and thus generates cash income to the farm operation.

A word of caution is needed here in regard to enterprise
analysis reports. It may sound simple to get this information
from an EDP program. In a way, this is true, in that it only
takes the computer a few extra seconds to print out the report.

But, the report is only as good as the information recorded on
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the input forms. To accurately analyze the three hog producing
methods, all feed going to each group of hogs should be weighed,
valued, and recorded. Veterinary and medicine expenses and
other variable expenses must be itemized for each lot. The
fixed costs of facilities, including depreciation, needs to be
allocated to each lot, and operator labor charges should be
specified for each group of hogs. Often EDP subscribers fail
to realize the amount of detailed information that is necessary

for accurate enterprise analysis reports.

Historical summary

Form 19 illustrates another capability of the computer.
With proper data storage, reports summarizing key information
over a period of years can be produced. In addition to the
balance sheet illustrated in Form 18, historical summaries of
income statements, financial ratios, and farm production could
be produced. Historical summaries such as these present a
concise long run picture of the farm business operation. With
this type of information one can easily identify trends which
have been taking place and better analyze what really has

been occurring in the farming operation.
External Services Provided

External services most commonly provided as part of EDP
packages include farm management consultation, farm tours,

farm analysis meetings, tax service, and forward planning.



Form 19. Historical comparative analysis summary (10, p. 68)
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John P. Recorder
R. 1

Hometown, Indiana
Balance Sheet

Dec. Dec. Dec, Dec, Dec.
1965 1966 1967 1968 1969
Assets
Farm Assets
Current Assets
Beef Cattle Inv,. 36478 37680 31231 27240 26036
Hogs Inventory 3295 3122 5675 6980 8860
Corn Inventory 5650 7264 2984 9622 7948
Com, Feed Inv, *k *% 2609 *% 2400
All Other Cur, Assets¥* 460 210 77 . 180 346
Total Current Assets 45883 48276 42576 44022 45589
Fixed Assets
Land 124354 124354 124354 124354 125054
Buildings + Improv. 10680 9874 15486 15142 16240
Machinery + Equip. 9675 11240 10897 11476 14568
Total Fixed Assets 144709 145468 150737 150972 155862
Total Farm Assets 190592 193744 193313 194994 201451
Non-Farm Assets
Current Assets
Cash vVal, of Life Ins, 1145 1238 1342 1448 1550
Cash in Bank 480 *k 1460 787 650
Bonds 500 500 500 500 500
Accounts Receivable Fok ok Fk Fok 468
All Other Cur. Assets* 28 23 41 52 132
Total Current Assets 2153 1761 3343 2787 3300
Fixed Assets
Buildings + Improv, 18468 19450 21592 21376 23550
Total Fixed Assets 18468 19450 21592 21376 23550
Total Non-Farm Assets 20621 21211 24935 24163 26850
Total Assets 211213 214955 218248 219157 228301
Liabilities
Current Liabilities
Notes Payable 31956 26820 25225 19146 15400
Accounts Payable wok 475 F*¥k 769 600
Taxes Payable Wk 375 Fok 501 504
All Other Cur, Liabilities¥* 160 240 138 342 287
Total Current Liabilities 32116 27910 25363 20758 16893
Fixed Liabilities
Real Estate Mortgages 95080 93880 92680 91680 88480
Notes Payable ¥k Fok 4240 3270 3020
All Other Fixed Liabil.* 541 274 515 182 460
Total Fixed Liabilities 95621 94154 97435 95132 91960
Total Liabilities 127737 122064 122798 115890 108751
Net Worth 83476 92891 95450 103267 119560
Net Worth + Liabilities 211213 214955 218248 219157 228245

*Includes items amounting to less than 2 pct, of group total,
**Included in -all other-, Amount is less than 2 pct., of group total
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These external services are usually associated with EDP pro-
grams offered by farm business associations and universities.
This basically is because these organizations frequently
provide full-time area farm management fieldmen. Through
periodic farm visits, these men provide personal management
consultation for each subscriber. Farm analysis group meetings
offer the opportunity for the fieldmen and subscribers to
analyze trends in farming, market prices, government farm pro-
grams, and new developments appearing in agriculture. Farm
tours offer the opportunity to see efficient methods and ideas
in operation. Forward planning services take a variety of
forms including budgeting and linear programming. Projected
cash flows as illustrated in Form 20 are common budgets

developed with farmers by credit institutions.

Cash flow performance report

Not only is it important to trace the movement of cash
into and out of the farm business throughout the year, but also
it is important to develop a plan for this cash movement.
Developing projected cash flow budgets is a first step in
exercising closer financial control of the farm business opera-
tion. Form 20 from Agrifax illustrates the type of EDP report
which can be produced to give a picture of the actual cash flow

of the farm operation in relation to the planned cash flow.

The actual amount, the budgeted amount, and the difference

between the actual and budgeted amounts are shown for both the
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CASH FLOW PERFORMANCE REPORT

CURRENT MONTH YEAR-TO-DATE
MARCH JANUARY THRU MARCH
PROJECTED  ACTUAL DIFFERENCE PROJECTED  ACTUAL DIFFERENCE
INCOKE
CURR FARM REC
AEEF CATTLE 4,250 4,740 490
crQP 9,000 9,000~ 58,000 58,000~
CORN 4,015 4,015 64534 64534
HAY L78 178
FLAX 1,081 1,081 74795 74795
REFUND 46 4%
GAS TAX 553 553
AGR PROG PAY
CUSTOM 50 50
MACHINE 338 338
NTHER
MISCEL _ 80 80 80 80
BEEF CATTLE 203 203
TOTAL 9,000 S:176 3,824~ 62,250 20,517 4leT33=
MONFY BORROWED 154556 15,596
TOT CASH AVAIL 9,000 5,176 3,824~ 624250 36,113 264137~
EXPENSES
WAGES 300 209 91= 300 498 402~
SCC SFCURITY 227 227
REPAIR . 500 719 219 1,000 2,012 1,012
INTEREST 2,64R 2,648 64100 9,379 3,279
FEED 100 14139 1,039 ‘ 300 14456 1,156
SEED PLANTS 19234 19234 - 2,691 2,951
FERTLZER=LME
CUSTOM ’ 18 18 18 18
SUPPLIES 66 66 200 68 132~
AREECING 50 50~
VET AND MED 59 49 45 49
PETROL 760 760
TAXES 54000 34915 L+ 085=
INSURANCE 300 471 171 600 471 129=
UTILITIES 126 126 37% 3179
LEASE
MARKTNG
AUTO EXPSE 93 93
TRUCK 250 250
OTHER 11 11 100 617 517
BEEF CATTLE 12,280 12,280
TOTAL 1,200 64690 5,490 14,250 35,463 21,213
FAMILY LIVING 500 500 2,000 3,150 Ly150
PUR DEP. CAPTL 500 164913 164413 500 165913 16,413
DEBY PRIN PAY ' 4,800 4,768 32~
TOTAL 1,000 17,413 16,413 7300 26,031 17,531
TOT EXPNDITURES 2,200 24,103 21,903 21,550 60,294 38,744
PCA PAYMENTS 25417 24417 15,045 15:045
PCA ADVANCES 2,200 7,000 4,800 21,850 36,110 14,260
PCA BALANCE 103,331 151,797 49,466 103,331 151,797 48,466

Form 20. Cash flow performance report (used by permission of
Federal Intermediate Credit Bank, Omaha, Nebraska)
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current period and the year-to-date. This report can be very
useful in analyzing the cash flow position of the farm business
operation. With this concise cash -flow picture, one can
readily locate those areas which are exceeding or falling

short of the goals which have been set.
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CHAPTER III. GUIDELINES FOR

SELECTING AN EDP SYSTEM

This discussion of electronic data processing has covered
several methods of processing farm records and accounts on
computers. The types of packages available have been discussed
and the basic operational procedures have been described. In-
put forms and output reports have been illustrated and the more
common external services offered have been described. But even
with this information, one may still be uncertain about which

record keeping program best meets his needs.
Information Needs

The first step is to determine your information needs. It
is important to realize that your information needs are unique.
They depend upon such factors as the size, type, and complexity
of your farming operation, your age, your educational back-
ground, your training and experience in record keeping, the
amount of time available for record keeping, and how the in-
formation will be used. The following checklist contains the
types of information available in EDP packages. Check the
information you need for planning and operating a profitable
farm business. Not only is it necessary to know the type of

information needed, but also how frequently it is desired.
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Information Needed from an EDP System

an itemized journal list of receipts, expenses.and otber
input entries in chronological order for checking against
the journal entries submitted

summaries of receipts, expenses and other input entries
categorized into ledger accounts

categorized reports of cash flowing into and out of the
farm business

statements of net income for the month and year-to-date
a tax summary listing all receipts and expenses for the
year-to-date to aid in planning purchases and sales
during the remainder of the year

a summary of capital purchases and sales during the year
depreciation schedule

crop inventory listing

a list of firms with whom you have accounts payable

a list of accounts which are owed to you

a net worth statement of your farm business

a summary of principal and interest payments made during
the year

summaries of wages paid, federal and state withholding,
social security payments, and other benefits paid to
employees

summaries categorizing family living expenses

enterprise analysis reports

whole farm business analysis reports

Comparative analysis reports

reports comparing actual performance with projected plans

reports comparing this year's performance with that of
previous years
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reports comparing your farm with other farms of similar
resources and production activities

Accounting Method

One can next evaluate, in terms of the information needed,
whether cash or accrual, single-entry or double-entry recording
is most desirable. The advantages and disadvantages of each of
these accounting methods were discussed in Chapter I. The
information you need will very likely indicate which method to
use. For example, if you desire enterprise analysis reports
which accurately reflect the profit or loss of each enterprise,
information will need to be recorded on the accrual basis. If
only cash flow information is desired, a single-entry cash
accounting system will be adequate. If your farming operation
is of such size and complexity that you are unable to maintain
close contact with all phases of it, a double-entry accounting
system is advisable. Select a system that provides the informa-
tion you need to plan and operate a profitable business

operation.
External Services

External services are an integral part of some EDP record
keeping programs and are not offered in others. Some EDP firms
do not have the type or number of personnel needed to offer
these services. Select a program which provides the type of

external services you need to operate an efficient farm
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business. Again, your needs are unique. Some farm operators
do not desire external services while others have found them
to be very helpful. The following checklist contains some of
the more common external services offered. Check the services
you need and desire in an EDP program.

management consultation

farm tours

tax service

farm analysis meetings

forward planning assistance

Operational Procedures

The operational procedures are the heart of any EDP record
keeping program. It is extremely important that the code
system, recording procedures, output reports, and the assistance
available be carefully evaluated before selecting a program.
The code system is used for every transaction that is recorded.
It should be simple and easy to use. To receive accurate
information, the recording procedures must be followed explic-
itly. The procedures should be as simple as possible and still
permit the type of record keeping you desire. The output
reports must be clear and understandable and provide the
information needed. Do not select a more elaborate system than
you have time to maintain during peak labor periods or one that

provides information you do not need. And finally, the type of
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assistance available can play an extremely large role in your

success with EDP record keeping.

The following checklist contains features and points to

consider in evaluating EDP record keeping programs. Check the

features which are contained in the EDP program you are con-

sidering.

Operational Procedures

Code system

yes

no

Is the code system simple and easy to use?

Does the code system permit recording and expenses
to individual livestock groups and crop fields for
enterprise analysis?

Does the code system permit both general and
detailed levels of record keeping?

Are the code categories appropriate for the record
entries of your farming operation?

Can additional code categories be assigned if
desired?

procedures
Does the subscriber code the record entries?

Does the servicing organization code some record
entries?

Are the input forms uniform and concise? (i.e.
consistency of column headings, location of code
numbers, etc.)

Are common terminology and quantity units used in
recording input information?

Are there provisions for itemizing group purchases?
(for example, several different items purchased at
a farm supply store)
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no
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Can depreciable assets be recorded?
Can capital purchases and sales be recorded?

Can intra-farm transfers be recorded for enterprise
analysis?

Can inventory information be recorded?

Do the recording procedures permit the degree of
detail you desire in recording information?

Does the program permit the method of record keeping
you desire? (i.e. cash, accrual, single-entry,
double-entry)

Is the error correction procedure simple and easy to
use?

Output reports

Are the output reports as uniform as possible?
(location of headings, information, etc.)

Is the terminology used clear and understandable?

Do the output reports provide the degree of detail
you desire in the output information?

Do the reports provide the type and amount of
information you desire?

Is a report listing all transaction information sub-
mitted to the computer provided to aid in locating
errors?

Does the program contain built-in accuracy checks
on the information submitted to the computer?

Does the journal summary report contain space to
write a personal description of each transaction
if desired?

Are the cash flow reports correlated with the check-
book balance?
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yes no
Is the turn-around time acceptable? (i.e. days
elapsed from the date information is submitted to
the date output reports are received)
Assistance available

Is personal assistance available locally?

Is assistance available by telephone?

Is assistance available through group meetings?

Is assistance provided through regularly scheduled
visits?

Is assistance available only when requested?

Is assistance available only at an additional fee?
Does the program provide the type of assistance and
external services you desire?

Advantages and Disadvantages of the EDP Packages

In Chapter II, the types of EDP packages available were
discussed and the basic operation procedures were illustrated.
It is also important to recognize the basic advantages and dis-

advantages of each type of EDP package.

Year-end farm summary programs

Year-end farm summary programs differ from other programs
in that the information is fecorded in a record book kept at
the farm throughout the year. The primary advantage of this
program is that the farmer has his record book at home at all
times for his personal use. Every time he records items he

has the opportunity to review his business finances. He can
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record any notes, explanations, etc. he sees useful. It may
not take much more time to post an entry in his record book
than to list it on an input form with the appropriate code
number. The major disadvantage of year-end farm summary pro-
grams is that output reports are usually produced only at the
end of the year. Monthly summaries, cash balances, year-to-
date figures, etc. are normally not tabulated. Thus, some of
the important control aspects of the business are not available.
Another disadvantage is that it is difficult to make accuracy
checks such as correlating the record book entries with the
bank balance. Also, year-end summary tabulations are time con-

suming and add another place for errors to occur.

Coded check programs

One of the attractive features of coded check programs is
that they are simple and easy to use. The only requirement is
to add the proper code number to a check or deposit slip.

Since this type of program is usually offered by banks, personal
assistance is available locally which is an important advantage.
Other advantages include providing monthly cash flow reports
which are correlated with the bank statement thus providing an
accuracy check on the information. It is advisable to select a
coded check program which employs multiple entry checks to
permit itemizing group purchases. Having to write an individual
check for each item purchased at the farm supply store is

inconvenient.
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The major disadvantage of most coded check programs is
that they are limited to basically cash flow record keeping.
Often there is no means of recording inventories, intra-farm
transfers and other non-cash information. In coded check
programs where this information can be recorded, supplemental
entry forms are required. Also, depreciation schedules are
only sometimes offered. A problem encountered in some coded
check programs is that the procedure for recording refunds to

specific code categories may be somewhat confusing.

Mail-in programs

Mail-in programs offer the most flexibility in the type
and amount of information provided. All accounting methods
including cash, accrual, single-entry and double-entry, are
available and thus the advantages and disadvantages of each of
these accounting methods can be found in mail-in programs.
Double-entry accounting is available only in mail-in programs.
Thus, if your farming operation demands the detail and control
of a double-entry system, a mail-in program is advisable. Code
numbers for mail-in programs are characteristically of more
digits than those of coded check programs. This permits more
detailed record keeping and accommodates accrual recording. By
requiring monthly or quarterly submittal of input information,
mail-in programs can act as a stimulus for keeping farm records
up-to-date. However, one should not mistake this as a

guarantee of up-to-date farm records.
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A disadvantage of some mail-in programs is the lack of
personal assistance. Since the servicing organizations may be
quite distant, personal assistance may not be available locally.
Assistance is more likely to be provided by telephone or by
area group meetings. In general, mail-in programs are more
complete record keeping programs than coded check programs.
However, for some farmers mail-in programs may seem too complex

or difficult to use.
Program Cost

Costs also are important to consider in evaluating EDP
programs. The cost of an EDP program depends upon the size of
the farming operation and on the type of EDP program selected.
Costs for year-end farm summary programs including fieldman
services range between $100 and $200 per year. Coded check
programs range between $70 and $140 per year. Typical costs of
single-entry mail-in programs are between $80 and $200 per year
while double-entry mail-in programs range between $200 and
$1000 per year. Some EDP programs involve a flat fee for the
basic program and additional charges for the optional reports.
Other firms base their fees on the level of gross farm income.
A third method is to charge on a per transaction basis. Regard-
less of the method used to assess fees, one should remember
that the cost of the program is not always a measure of its

quality.
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Personal Background

A final consideration to take into account in selecting an
EDP program is your own background in record keeping. If you
have had limited training or experience in record keeping, it
may be advisable to start with a fairly simple EDP program or
one that permits flexibility in the level of participation.
Over time, as experience is gained, one may advance to programs
offering more detailed information.

In subscribing to an EDP program, one must be willing to
learn new record keeping procedures. These can be a source of
confusion and errors until they are mastered fully. New
terminology will be encountered, both in entering information
on the input forms and in receiving the output reports. One
must be willing to undertake these new procedures and responsi-
bilities to receive the benefits offered through electronic
data processing.

The computer is a machine which can be used to help you
keep accurate farm records. Through EDP some of the pencil
pushing in record keeping can be computerized. But subscribing
to an EDP program is not a guarantee that you will have accurate
farm records. No matter how fancy and professional the print-
out reports may look, the output information is only as good as

the information you put into the machine.
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CHAPTER IV: DECISION AREAS ENCOUNTERED IN

DEVELOPING AND OFFERING EDP SERVICES

To fully discuss electronic data processing of farm
records, attention must also be turned to the firm or organiza-
tion offering these services. The approach to this aspect of
EDP will be to outline major decision areas that firms en-
counter in developing and offering EDP record services. The
discussion in this chapter is organized into the following
major areas: the type of program to offer, the operational
procedures to be employed, reporting information to the sub-
scriber, stimulating interest in the EDP record keeping program,
and educating the subscriber about EDP and record keeping.

The background material for this section comes from the
surveys of firms and universities offering EDP services. Some
of the areas discussed in this section were those identified as
problem areas by the survey respondents. These problem areas
are often crucial in determining the success of the EDP program.
A more complete description of the surveys and information

gathered is contained in the Appendices A and C.
Type of Program to Offer

Determining the type of program to offer is a very major
decision. The approach to making this decision must be syste-
matic and thorough. The following are some of the areas to be

examined and evaluated in determining the type of program to
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offer.

Market potential study

One of the first steps in approaching this decision might
be to study the market potential of EDP services. Factors
which can have a major influence on the type of program to
offer are: the extent, type, cost, and success of record pro-
grams and services of competitors, the types and sizes of
farming operations in the area to be served, the age of the
farmers, their record keeping practices, and the ways in which
they use their records. Information in these areas is likely
to give an indication of the type of market available for EDP
services and should be valuable in deciding whether to develop
a program for mass marketing or for a selected subset of the
total market. A firm should also get an indication of the
price farmers would be willing to pay for EDP services. With
some farm families, the cost of a record keeping program
competes with family living costs, rather than farm expenses

(11, p. 49).

Objectives in developing an EDP record keeping system

The goals and objectives in developing EDP record services
may be quite varied. A firm may desire to earn profits through
processing farm records or through increasing the sales of
other products. In other cases the predominant goal may be

service to customers or to members of the organization. EDP
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services may also be offered as a source of data for research,
teaching, and educational programs. Certainly combinations of
the above and other purposes exist as objectives in developing
EDP record services. Whatever the objectives are, they play

an important role in determining the type of EDP record keeping

program developed.

Type of information to offer

Determining the type of information to offer is a key
decision in the development of the EDP program. This may best
be looked at in terms of the record keeping needs and objec-
tives of the farmers which a firm desires to serve. Some
farmers desire only a simple record of the flow of cash into
and out of the farm business. Others desire a more complete
management information system, one that provides such informa-
tion as enterprise analysis, whole farm business analysis, a
record of capital gains and losses, tax work sheets, net worth
statements, income statements, comparative analysis information,
and coefficients for forward planning. Thus, if the program
is to be mass-marketed, it must be flexible in permitting
varying degrees of record detail and levels of subscriber
participation.

Another area to consider is how tax oriented the output
information will be. If information is provided for tax
purposes, constant updating of the computer software will be

required to keep the program current with new tax laws. In
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providing tax information, what legal liabilities and responsi-
bilities are encountered? Certainly this question must be
given consideration in determining the type of information tc
offer.

The type of information offered in some cases may depend
on the purpose of the firm in developing the record service.
For example, a university requiring a continuing source of
detailed farm record data for research and teaching would
likely want to design the program to meet their own information
needs as well as those of farm operators.

The type of information provided will likely determine
whether cash or accrual, single-entry or double-entry account-
ing methods should be used.

The advantages and disadvantages of each type of EDP
program in terms of the ability to provide certain types of
information were discussed in Chapéer III. These same flexi-
bilities and limitations need to be considered by firms as well

when determining the type of program to offer.

Type of assistance and external services to offer

With any EDP program, no matter how simple it may be
designed, there will be basic questions and problems that arise
from subscribers. Problem solving assistance in some form must
be available to provide help. The surveys in this research
study revealed that subscribers strongly prefer that problem

solving assistance be available locally on an individual basis.
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The type of assistance provided may depend to a large extent
upon the location of the servicing organization or office in
relation to subscribers. Local banks can provide personal
assistance to subscribers when needed quite easily. However,
this becomes a problem with firms where servicing personnel are
located more distantly. In some programs area fieldmen are
available to provide this assistance on a personal individual
basis. Frequently, these men also provide such external
services as management consultation, forward planning assis-
tance, and tax service. However, a field staff, with proper
training to administer these services, will add significantly

to the cost of providing EDP services.
Operational Procedures

As mentioned in Chapter III, the operational procedures
are the heart of any EDP record keeping program. They must be
carefully planned and designed. One of the first things to
realize is that in order to utilize computers efficiently, it
is generally not sufficient to simply transfer a manual
accounting system directly to a computer (4, p. 1184). The
following discussion outlines some of the major operational

procedures to be planned.



97

Collecting the data

"The value of an EDP farm record system depends in large,
upon the accuracy, reliability, and completeness with which the
data is reported. The data collection procedures should be
designed to facilitate this reporting" (9, p. 1194). The
importance of this statement cannot be overemphasized. The
input forms must be designed to facilitate recording the
required information. There should be as much consistency of
data location and column headings as possible on the input
forms. Above all, the input forms should be convenient for the
subscriber to use. This means that input data is recorded in
terminology and quantity units familiar to farmers. Farmers
can supply data much more readily if familiar ratios and
guantities are used; they have somewhat of an instinct for what
is reasonable if a coefficient is expressed in their terms (1,
p. 72). Accepting farmer quantity units may involve additional
programming of the computer to convert the data to a more use-
able form for the calculations to be performed. The computer
can be programmed to do this efficiently and without error and
this route is likely to prevent many problems causing inaccurate

input data.

Code system

In most EDP programs, collecting input data involves the
use of a code system. As the operational procedures are the

heart of the EDP program, likewise the code system is the heart
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of the operational procedures. The code system is used to
facilitate collecting the data for processing on the computer.
It must be simple and easy to use. There are many ways in
which code systems can be designed. Numerical code systems,
varying from three to eight digits, are most commonly used;
code word systems have also been developed. Much of the flexi-
bility of the entire program depends upon the design of the
code system. However, more digits do not necessarily insure
more program flexibility. The type of information to be pro-
vided should determine the design of the code system. For
example, if enterprise analysis information is to be provided,
more than three digits may be needed to record the transactions
in adequate detail. And if only cash flow information is to be
provided; there would be no need to have a five digit code
system.

Another decision to be made concerning the code system is
whether the subscriber or the servicing organization is to code
the input information. The time required to code individual
record transactions is sizable. For this reason it may be
preferable to have the subscriber code the record information.
However, of any of the responsibilities delegated to the
farmer, the code system is probably the most foreign to him.

As a result, the code system can be a source of subscriber

errors and confusion until it is mastered and fully understood.
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Error detection and correction

Regardless of who coded the information, procedures for
correcting errors must be developed. Missing code numbers,
incorrect code numbers, transposed numbers and the wrong
quantity units are examples of common input errors. In addi-
tion keypunch errors also occur. Survey replies from firms
and universities presently offering EDP services indicate that
the biggest bottlenecks in providing EDP services are assuring
that the input data is accurate and getting it correctly key-
punched for processing on the computer. Many of the program
changes being made by these firms involve developing more
comprehensive computer editing programs to more thoroughly

check for invalid input data.
Reporting to Subscribers

The output reports are probably the area of EDP which
will come under closest scrutiny by subscribers. The output
reports play a major role in a farmer's decision to subscribe
to an EDP record keeping program. Certainly the type of
information to be provided will have a major influence on the
format and design of the output reports. An overriding goal
in the design of output reports should be to keep each report

as simple as possible.
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Terminology used

A vital consideration in reporting to the subscribers is
the terminology used on the output reports. It must be clear
and understandable and still adequately explain the information
contained in the report. To a farmer, "debits" and "credits"
may be confusing since either of these terms can indicate an
increase or decrease depending on the account affected by the
transaction. To avoid this confusion, a firm may consider
using such terms as "increase" and "decrease", "plus" and

"minus", or "receipts" and "expenses".

Uniformity of the reports

The uniformity of output reports is another area of
importance in reporting to the subscriber. As with input
forms, the format of output reports should contain as much
uniformity as possible. There should be consistency in informa-
tion location and column headings; otherwise, the reader must
reorient himself for each report. Some variation can not be
avoided due to the varying nature of the reports and the
information provided. However, it should be an overriding goal
to develop as much uniformity between output reports as

possible.

Length of output reports

The length of the output reports is an another important

consideration in reporting to the subscriber. Providing
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detailed information and still maintaining short concise
reports which are easy to read and understand presents a con-=
flict. In order to limit the length of the reports it may be
advisable to: (10, p. 93)

1. eliminate printing of zero entry code categories

2. determine a minimum value such that items less than

this amount are not printed in detail but rather
grouped into "all other" categories

Turn-around time

A problem area indicated by EDP firms and universities in
reporting to subscribers was slow turn-around time. Invalid
input data, inefficient data handling procedures, and pro-
gramming errors were major contributers to slow turn around
time. University representatives stressed the need for
extensive testing and debugging and the development of effi-
cient data handling procedures. Slow and erratic turn-around
time can be costly to continued participation of subscribers.
It reinforces any doubts subscribers may have about EDP and

computers.

Special features

Color coding of output reports and input forms was a
feature appreciated by subscribers. Highlighting receipts,
expenses, and other types of input information through color
coding output reports and input forms may seem rather insig-

nificant, but to some farmers it was very helpful. It
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represented an extra step to help them better understand their
output reports.

Subscribers also valued transaction journal reports which
contain their written description of the transaction rather
than just the code category heading, for example, "Dick Brown--

cultivating" rather than "labor hired".
Stimulating Interest in EDP Programs

Stimulating interest in EDP record keeping programs was
indicated to be a problem area by the firms who presently offer
EDP services. In many cases they reported that subscriber
enrollments had never reached the levels that they had initally
anticipated. Some firms felt that the number of potential EDP
subscribers was not as large as they initially projected. Many
farmers presently subscribe to other EDP systems or have
adequate record keeping systems of their own. Some farmers
view EDP as being too complicated or expensive. Other farmers
are at an age where they are not interested in engaging in a
new record keeping system. The age of the farmer is a signifi-
cant factor in his willingness to subscribe to EDP and explore
the opportunities that it offers. The vast majority of the
subscribers interviewed in this research study were young
farmers between 30 and 45 years of age. It is also important
to realize that farmers are somewhat reluctant to disclose

their farm records to outside firms and organizations.
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Educating Subscribers about EDP and Record Keeping

The most difficult problem encountered in offering EDP
services may be educating the subscriber about the EDP program
and about record keeping in general. If the subscriber is not
adegquately educated about the EDP program, its capabilities,
and the opportunities it offers, the potential usefulness of
the information system is severely limited (3, p. 1550).
"Computers can quite rapidly generate a large mass of data but
these output figures and analysis measures are useless unless
understood and acted upon by the farmer." (5, p. 161)

The survey data presented in Chapter I from Hickman's (5)
research study points out the need for educational programs on
farm record keeping and the use of farm records in making
financial and management decisions. Firms and organizations
offering EDP services should recognize, in offering these
services to farmers, that they are at the same time undertaking
the responsibility for an educational program about farm record
keeping. This aspect of EDP services may well be the area that
is most neglected even in the most complete management informa-
tion systems. Farm management economists at midwest land grant
universities replied that some EDP programs in their state
were in many cases, short lived. They attributed this largely
to the lack of an educational program. Without such a program
even detailed, accurate, up-to-date EDP output reports are

likely to fall considerably short of the functions to be served
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by farm record systems.

This chapter has outlined key decision areas encountered
in developing and offering EDP services according to surveys
conducted in this study. The following advice from officials
of EDP firms concludes and summarizes this discussion of key
areas to consider:

1. have a good reason for offering EDP services

2. keep the program simple

3. Dbe prepared to handle the program and the input
information

4. be able to mass market the program

5. develop a good advertising and promotion program to
go along with the EDP program

6. realize that farmers are somewhat reluctant to
completely disclose their farm records to outside
individuals or organizations

7. realize that the acceptance of the program may be
slow

8. have plenty of patience and capital
Summary

Changes in agricultural technology in recent years have
resulted in such things as larger farming operations, enterprise
specialization, and the substitution of capital for labor. As
a result, the capital requirements of farming have increased
tremendously in recent years. These are only some of the
reasons why the need for accurate up-to-date farm records is

of growing importance. The need is present, but in some cases
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it has gone unrecognized. Many farm record keeping systems

have not kept pace with the growth of the farming operation.
Many farmers employ few record analysis procedures and fail to
use their records in planning and making important decisions.
Through EDP, farmers can computerize some of the pencil pushing
and handle large amounts of data quickly, efficiently and
accurately. EDP offers farmers the opportunity to keep detailed
farm records on their farming operations without knowing a
great deal about accounting. EDP has made itself known in farm
record keeping and is here to stay.

In the future, EDP services will be more varied. Eisgruber
predicts there will be less concern with computerized accounting
systems and greater emphasis placed upon more sophisticated
management technologies (2, p. 37). To this point EDP has been
concentrated almost exclusively in the record keeping area of
farming. In the future, it is likely that the use of computers
will be expanded to what might be termed "special problem
areas" in farming. Some possibilities include:
market forecasting
timing of purchases and sales
resource allocation
crop and livestock production strategies
types of financing arrangements

tax planning assistance
. forward planning assistance

. s
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Information banks at computer centers may make it possible to
receive information in these areas through a telephone call

directly to the computer. Remote terminals are also a
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possibility in the future to facilitate inputting information
into the computer and receiving output reports and information.
The state of the arts in using electronic data processing
in farm management is still in its infancy. Using the computer
to summarize farm records is only scratching the surface of the
capabilities of present day computer hardware. The area of
greatest need in EDP is the development of the related software
to explore new ways of using computers in farming. Until the
proper software is developed, much of the potential of the com-

puter in farm management will remain untouched.
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Summary of Interviews with Firms Offering
EDP Services to Iowa Farmers

This summary is based on personal interviews with
officials of the following firms: Iowa Farm Business Associa-
tion, Rec-Chek Incorporated, Brenton Banks, Farm Bureau
Agricultural Business Corporation, Federal Intermediate Credit
Bank of Omaha (Production Credit Association), and Pioneer
Data Systems. Much of the information gleaned from these
interviews has been presented in the text of the thesis in
discussing the types of programs available, the types of firms
offering these services, the operational procedures employed,
and the output reports which are available. This information
will not be repeated here.

Table 6 summarizes the number of Iowa farmers subscribing
to the EDP programs of the six firms surveyed as of July, 1971.

Table 6. Number of Iowa farmers subscribing to the EDP programs
of the firms surveyed, July, 1971

Program Number
subscribing

Iowa Farm Business Association 2700
Rec-Chek Incorporated 50 Towa banks?
Brenton Banks 46
Farm Bureau Agricultural Business Corporation 660
Federal Intermediate Credit Bank of Omaha

(Production Credit Association) 479
Pioneer Data Systems 16

aNumber of farmer subscribers unknown.
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Subscribers to these EDP programs were enrolled through:
personal calls, dinner meetings, newspapers, magazines, radio,
television, billboards, direct mail, adult education meetings,
area fieldmen, and tax accountants. In most cases, EDP
officials indicated that their programs had not been as well
received as initially anticipated. Sales had been slow and the
growth rate had been slower than initially projected. However,
many of the programs had very good subscriber retention rates.

External services that are available in the EDP programs
include: forward budgeting, tax service, and farm management
consultation through area fieldmen. Assistance was available
for solving record keeping problems through scheduled farm
visits, telephone WATS lines, area group meetings, and also
through personal visits by the subscriber to the servicing
organization. Several firms reported that they could not pro-
vide area fieldmen at a price farmers would be willing to pay.
Whole farm planning through linear programming was being con-
sidered by several firms in the distant future.

Several of the EDP firms use the farm accounting informa-
tion coming into their program as a data source to tabulate
long range comparisons of geographical and enterprise trends in
farming. Financial firms offering EDP services use the informa-
tion to evaluate prospective loans and to assist their farm
customers in budgeting and determining their future credit

needs.
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The computational and processing problems encountered by

the firms in offering EDP services included: programming

errors, adapting the computer programs for use on differing

hardware installations throughout the country, communicating

with processing personnel, keypunch errors, slow turn around

time, and erroneous input information.

The administrative problems encountered included:

deciding what information was to be provided, a lack of com-

munication and support among personnel involved with the

program, and communicating to subscribers how the program works

and what input information is required.

The changes made by these firms in their programs since

they went into operation include:

Lol S
L] -

complete rewriting of the programs

switching to a multiple-entry coded check

adding more digits to the code system

producing regular monthly reports instead of
periodic reports whenever subscribers indicated
they wanted one

adding journal and cash flow reports

color coding the input forms and output reports
improving data collection procedures and methods of
reporting enterprise analysis information

adding options to increase the flexibility of the
program

Continual updating of the programs was also needed to keep them

current with changes in tax laws.

Future changes anticipated by these firms could be

summarized in one phrase--to provide more financial and

management information to subscribers. They also expect to

implement more accuracy checks on the information coming into
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their programs and in the more distant future, give considera-
tion to farm planning through linear programming and other
forward planning devices.

Table 7 on the following pages outlines more specifically
the type of information provided by the six firms surveyed.
The table lists how frequently the information is provided,

special features of the programs, and typical subscriber costs.
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Summary of Interviews with EDP Subscribers

This summary is based on personal interviews with 34 Towa
farmers subscribing to year-end farm summary, coded check, and
mail-in EDP record keeping programs. The farmers represented
a selected cross sample of Iowa farming operations. Farm size
varied from 240 acres to 2,300 acres. It was estimated that
the majority of the farm operators were between 30 and 45 years
of age.

Of the 34 subscribers interviewed, 16 kept their records
on the cash basis and 18 kept their records on the accrual
basis. Several of those who kept their records on the accrual
basis did so for management purposes and paid their income tax
on the cash basis.

The amount of time spent in record keeping varied from a
few minutes per day for coding items in coded check programs
to two months per year. This last figure was for a large grain
operation where the person keeping the records was older, did
not have the demands of field work upon him, and was able to
spend more time in record keeping. The most frequent figures
given were two to four hours per month. The majority of the
subscribers do not allot a regular time for record keeping;
however, a significant number indicated a monthly basis for
keeping records. The farmers and their wives shared the

recording responsibilities in most cases. In many instances,
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the wives did the bulk of the recording. The subscribers
usually kept their records in an office or in a desk or filing

cabinet in another room of the house.

The 34 farmers interviewed began subscribing to their EDP

record keeping program in the following years:

Year Number Year Numbexr
1956 1 1967 6
1958 2 1968 i
1963 1 1969 8
1965 1 1970 4
1966 3 1971 7

Some of the factors which led these farm operators to sub-
scribe to an EDP record keeping program were: a desire to
keep better farm records, to improve net farm income, to
receive enterprise analysis information, to have more current
record information, and to see good management in action
through farm tours. Other reasons were for more management
advice and to receive good income tax assistance. Some indi-
viduals indicated that they did not have sufficient time to
keep adequate records with a hand tabulated system. Others
wanted to get away from doing all the book work. Many farmers
subscribed largely because they belonged to a farm organization
or did business at a bank which offered EDP services.

The subscribers were also asked to indicate why they
chose their present program over other types of EDP programs.
Year-end farm summary subscribers replied: because fieldmen

services were offered as part of the program, it was referred
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to them by participating subscribers, it offered comparative
analysis information, a tax service was provided, and because
other EDP programs were not available at the time. The
majority of the coded check subscribers chose this type of EDP
program because it was so simple and easy to use and also
because their local bank offered it. The most frequent reason
given by mail-in subscribers was that they desired a more
complete information program. Others subscribed to a mail-in
program because it cost less than other programs and because
they were members of the organization which offered the
service.

Several subscribers to coded check or mail-in programs
offered by financial institutions indicated that they chose
these programs because it seemed logical to subscribe to a
record keeping program offered by the firm providing their
source of farm credit.

Several of the farmers presently subscribing to coded
check and mail-in programs formerly subscribed to a year-end
farm summary program. In a couple of cases, these subscribers
made the change because they felt they were paying too much for
the services of the year-end farm summary program while still
having to do the majority of the book work. Others did not
like the year-end summary report arriving as late as March or
April of the following year. Several younger farmers reported

that they felt a year-end farm summary program was adequate for
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an established farmer but as young farmers they wanted a cash
flow, a monthly profit and loss statement, and enterprise
analysis information.

The amount of time now spent with the farm records as
compared to time spent before subscribing to the EDP program
was more in some cases and less in others. For those spending
more time, it was because they were keeping more and better
records. A large number replied that they now spend less time
recording the information but more time studying the record
information. In some cases the farming operation had grown
sizably since subscribing to an EDP program and therefore the
present amount of time spent in record keeping could not be
accurately compared with the amount of time spent prior to
subscribing.

The records typically kept in addition to what the EDP
program required were: machinery maintenance and repair
records, crop and fertilizer records, livestock breeding
records, partnership farm records, and DHIA records. Several
subscribers indicated that they keep their own depreciation
schedule or that their tax attorney keeps this information.
One operator was keeping records of feed and production costs
by hog lots on his own, as he had encountered many problems in
trying to keep these records on his coded check program.

The majority of the subscribers submitted transaction

data or input reports to the servicing organization on a
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monthly basis. Less frequently, input information was submitted
bi-monthly, quarterly, or at the end of the year.

Subscribers generally felt that it was easy to enter the
transactions in the record book or on the input forms without
making errors. They also reported that the code systems were
simple and easy to use. In most cases only minor problems in
recording input information had occurred. These were due to
first year unfamiliarity with the EDP program and carelessness
such as forgetting to enter a code number or entering the wrong
code number. Other recording difficulties stemmed from the
code headings not being appropriate for the transactions to be
recorded. In coded check programs, the procedure for recording
refunds to specific code categories was sometimes not under-
stood. A significant number of the EDP subscribers reported
difficulties in recording livestock inventories and inventory
changes. Also, several subscribers indicated that due to in-
frequent recording, they sometimes had difficulty remembering
the exact nature of the transaction when recording it. The
subscribers to the double-entry mail-in program did not feel
that the double-entry accounting system and coding procedures
were causing them extra recording problems.

The subscribers reported the following output information
and reports to be the most helpful: cash-flow summaries for
the current month and year to date, tax summaries, accurate tax

information, accurate depreciation schedules, farm business
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analysis reports, enterprise analysis information, and compara-
tive analysis information. Most of the subscribers felt that
the terminology used on the output reports was clear and under-
standable. However, some first year subscribers were having
difficulty understanding the terminology as fully as they
desired. The majority of the subscribers indicated that they
were able to determine how key figures such as net farm income
and management return were calculated. However, they did admit
in many cases, that some of the specific points of the calcu-
lations escaped them.

To see that incorrect information had not been submitted
to the computer, the subscribers checked the output reports
with their cancelled checks or with sales receipts and purchase
tickets. However, in some cases, no accuracy checks were used.
Reliance was placed upon the servicing organization to check
the record information before processing it on the computer.

The record information and output reports were generally
indicated to be available when needed. However, the year-end
farm summary subscribers strongly emphasized that their output
information was not available when most needed. It usually
arrived in March or April of the following year after crop plans
for the coming year had already been made. Spring labor
requirements were increasing and subscribers did not have suf-
ficient time to study their summary report when it arrived.

For coded check and mail-in programs, there were only a few
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instances of monthly output reports arriving late.

The difficulties encountered in using and understanding
the output reports were, in most cases, minimal. One person
on a coded check program mentioned that in the past he had
received output with the check number keypunched instead of the
recorded code number.

Subscribers to several of the EDP programs reported that
their tax accountant or lawyer was at first very reluctant to
use the EDP output reports and information in preparing their
income tax return. In several cases the tax professionals
refused to use the EDP information. However, after several
years of confrontation, many of these tax professionals now
view EDP more favorably. Some actually appreciate the detailed,
summarized EDP information and feel that they can do a better
job in preparing income tax returns with this information.

Many of the subscribers felt that their EDP program pro-
vided them with information they would not otherwise have
accessible. This information was indicated to be: tax
summaries with year-to-date totals of receipts and expenses,
personal and family record information, enterprise analysis
information, and comparative analysis information. Several
subscribers replied that even basic management information on
their own farm would not be available since they would not take

the time to calculate this themselves.
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When asked how they actually used the output information
in managing their farming operation, the subscribers indicated
it was used in keeping closer account of expenses, to evaluate
new machinery and equipment purchases, for making changes in
the farm enterprises, for forward purchasing and general farm
budgeting, and for income tax purposes. One person was con-
sidering the purchase of new "large bale" hay equipment and
delayed his decision one year to separately record all expenses
incurred in his present hay harvesting system. As a result he
hopes to be better able to analyze the price of the new hay
equipment and compare it to the present labor expense he could
expect to save.

Most of the farmers felt that they had not made major
changes in their farming operations which could be attributed
to their EDP program. However, approximately 25 percent of the
farmers indicated that one or more of the following changes had
been made or were being made in their farming operations:

1. changing the relative volumes of the enterprises

2. putting a higher percentage of the farm acres in row
crops
adopting a continuous corn crop rotation
being more selective in land purchases
implementing labor saving machinery
rearranging farm sales to smooth out the cash flow
eliminating the dairy enterprise because of the
labor requirement

. attempting to increase feed returns
undertaking fewer farm enterprises than previously

N e W
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One farmer indicated that as a result of subscribing to an EDP
program and realizing the difference in his return on invest-
ment between cattle and hogs, he had shifted entirely to a hog
feeding operation. However, he now feels that basing the
decision entirely on this information was not completely sound;
the additional labor requirements for hogs should have been
given more consideration.

The areas of the farming operation which subscribers felt
had been helped most by their EDP program tended to be the
major enterprises of the farm. Many felt that their entire
farming operation as a whole had been helped. One subscriber
indicated that his EDP records helped him to buy his present
farm. He felt that he would not have been able to secure the
necessary credit had he not had a good farm record keeping
program. In addition, nearly all of the subscribers listed
farm record keeping as the area helped the most by subscribing
to an EDP program. Many reported that their program had helped
them to keep better track of their farm and family expenses.

As a result, some subscribers had modified their buying habits.

When asked in what ways they were better farm managers as
a result of subscribing to an EDP record keeping program, the
subscribers replied that they now are more income and expense
conscious, have more confidence in their farm records, and have
more time to spend on management decisions. As a result they

now make better use of management information, have a better
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idea of what enterprises in the farming operation are making
money, and are more aware of where their farming operation is
headed. However, two subscribers felt that they were not
better farm managers having subscribed to an EDP program.
They reported that they now spend less time with their records
and that their EDP program makes them lazy.

Nearly all of the subscribers interviewed felt that their
EDP program was equally oriented towards all farm enterprises.
However, one subscriber indicated that he felt that enterprises
such as beef cows and pasture land were somewhat neglected in
his EDP program. One turkey operator felt that the poultry
information in his EDP program was more designed for chickens
than turkeys. Another individual suggested that year-end farm
summary programs were adapted more to the needs of the grain
operator than the livestock man. He reasoned that receiving
output information only once per year was sufficient for a
grain operator but not for a livestock man. Several subscribers
to coded check programs felt that their program was oriented
more towards cash record keeping than accrual record keeping.

The subscribers described the amount of personal contact
with personnel of the servicing organization as adequate to very
good. The very good ratings were most often given to coded
check programs where assistance was available at the local bank
whenever needed by the subscriber. The lower ratings were

given to mail-in programs which use a telephone WATS line and
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have area group meetings to provide assistance to subscribers.
In general subscribers preferred conferring with a local
representative on an individual basis as needed to solve their
record keeping problems.

Subscribers were also asked to indicate the strong and
weak areas of their EDP program. These replies are summarized
in Table 8.

Typical costs of the EDP programs were $100 to $200. Sub-
scribers were asked at what point they would discontinue
subscribing to their EDP program and present services if the
cost were to increase. The replies ranged from a 50 percent
increase to a two-fold increase. The majority said that if
the price were to increase by 50 percent they would discontinue
the service. However, several replied that they valued their
EDP program so highly that they could never afford to dis-
continue the program.

Subscribers were also asked to indicate which of the
following external services they desired to receive as part of
their EDP program: farm planning through linear programming,
cash flow budgeting assistance, income tax service, and
management consultation through area fieldmen. Of the 34
subscribers interviewed the following expressed some interest

in these services:
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Service Number of Subscribers
Expressing an Interest
linear programming 15
cash flow budgeting assistance 10
income tax service 9
management consultation 11

In addition to the subscribers expressing an interest in the
above services, others were presently receiving these services
through their EDP program. Ten were receiving cash flow
budgeting assistance, 13 were receiving income tax service, and
seven were receiving management consultation. Most subscribers
had strong feelings about fieldman services. Some subscribers
would be very interested in a fieldman for management consulta-
tion while others indicated they would want no part of a field-

man to help them manage their farm.



131

APPENDIX C
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Summary of University Questionnaires

This summary is based on replies to questionnaires mailed
to farm management economists at eleven midwestern land grant
universities. Nine economists responded to these question-
naires. The questionnaires were designed to gather opinions
on expected trends in farm record keeping and to determine the
extent and acceptance of EDP services offered by private firms
and land grant universities in other midwestern states.

In general these economists felt that a single-entry
accounting system with inventory information would meet the
needs of 90 to 95 percent of the farmers in their state in the
next decade. However, they did feel that some of the more
progressive farmers and operators of farming operations having
above $200,000 in gross sales will go to a double-entry
accounting system in the future for financial and tax manage-
ment purposes. They also expected farm operators who desire
cost accounting information to use a double-entry system in the
future.

Respondents were next asked which of the following farm
record functions is most neglected by farmers: farm business
analysis, financial control, or forward planning and budgeting.
Many rated all three of these areas as generally lacking or in-
sufficient. However, in summarizing the replies, the majority
indicated both financial control and forward planning as most

neglected.
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Financial control was described as most lacking because
farmers do a rather poor job of keeping financial records other
than what is needed for income tax purposes. It was reported
that even subscribers to EDP systems which contain good
financial accounting reports fail to use this information in
ways that contribute positively to the farm operation.

Factors which make forward planning a very neglected area
include: farmer's lack of arithmetic skills in knowing what
basic data to gather, the time that is required for planning,
and also the lack of available counselors to interpret and
analyze the information. It was felt that work is still needed
to make farmers realize that in most cases the returns from
forward planning are greater than the cost of learning what the
best alternative is. One economist felt that a lack of forward
planning and budgeting is not always associated with insuf-
ficient records or record keeping practices. Many farmers with
good records do not utilize forward planning and budgeting
techniques which are known and available.

The potential of linear programming to improve farm
records as a forward planning tool was reported to depend upon
whether or not accurate information can be gathered and whether
or not sufficient educational resources are available to help
interpret the plans to farmers. One economist felt that
linear programming is a good motivator to encourage farmers to

keep better records because it shows them how information from
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their records can be used for forward planning. The majority
of the respondents felt that the use of linear programming in
the future by farmers will be limited. Limited manpower and
computer facilities were described to be a restriction to the
use of linear programming in one state. Another economist

felt that farmers will use linear programming more in the
future if economists do a better job of identifying appropriate
situations for its use.

The extent of private firms offering EDP services and
programs to farmers in these midwestern states was generally
described as limited and as having decreased in recent years.
The short lived nature of many of the EDP programs in these
states was attributed to the lack of an educational program
accompanying the EDP services.

The private firms most frequently providing EDP services
in these states were Farm Bureau, Production Credit Association,
Rec-Chek Incorporated and other bank originated programs.
Banks and other lending organizations were described as
generally having shown interest and some support in EDP. How-
ever, in several states it was reported that interest by banks
has dropped recently. They have not found the payoff to be
sufficient to develop and maintain their own record systems.
At the same time, the economists felt that bankers hold the
key to the future growth of EDP. If bankers would require

detailed cash flows, projected budgets, and net worth
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statements, participation in EDP record programs would increase
substantially.

The university economists generally felt that the
university has three primary roles in providing EDP record
keeping services. They are:

1. take the leadership in the research and development
of the programs and services

2. provide EDP services to support teaching and extension
educational programs

3. provide EDP services to a limited sample of farmers
to maintain a data source

Once these three primary roles have been filled, it was
generally felt that EDP services should be in the hands of an
independent cooperative or private business. Universities
should continue to provide the service only if the private
sector is unable or unwilling to provide EDP services.

The economists also were asked to indicate the nature of
the EDP services which are available through their university
and extension programs. Table 9 summarizes the type of
information provided by eight EDP programs at seven universi-
ties. The replies from two of the universities were too in-
complete to summarize and thus have not been included. Fees
ranged from no charge to $250 per year. The number of sub-
scribers participating in the programs varied from 20 farmers
selected to provide a data source to 7,000 farmers subscribing

to a year-end farm summary program. Of the eight EDP programs
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Information provided in EDP programs offered by
midwest universities

Table 9.

Number of programs

Information provided .
providing the information

Summary of input entries 7
Ledger account balances 3
Cash flow reports 8
Income Statements 8

Summaries of receipts, expenses etc.

for tax planning 5
Capital purchases and sales 7
Depreciation schedule 6
Crop inventory listing 8
Livestock inventory listing 8
Accounts payable 8
Accounts receivable 8
Net worth statements 7

Summary of principal and interest

payments 6
Payroll summaries 3
Comparative analysis with projected plans 2
Comparative analysis with previous years 6
Comparative analysis with other firms 4




137

offered, five were mail-in programs, one was a coded check

program, one was a year-end farm summary program, and one was

a combination coded check mail-in program.

The respondents listed the following as reasons for their

universities developing and offering EDP services:

1.

no EDP services were available in the state at the
time and the potential for using computers in farm
record keeping was not being developed

to increase the amount of analysis information
supplied to farmers

to help farmers improve their management skills and
income

to help extension agents improve their skills as
management advisors

as a tool for gathering cost and return information
to be used in farm management research and educational
programs

the farm management associations in the state needed
to convert to an electronic system in order to
reduce the work load

it was felt that other EDP record systems had not
reached their initial objectives of becoming
complete management information systems

with the number of EDP systems moving into the state,
it was felt that the university should provide a
complete educational program in regard to EDP systems

Approximately one-half of the university representatives

felt that their programs had been received as well as they had

initially anticipated. This did not necessarily mean that

there were a large number of participants in the program. The

primary interest of several universities was research and

development and to maintain a farm record data source. Thus,
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in several states no attempt was made to mass market the pro-
gram. Those representatives replying that their program had
not been as well received as anticipated indicated that they
had not achieved the level of enrollment that was thought
possible. It was also added that subscriber dropout rates were
high until area farm management specialists were provided to
service the program.

Universities were also asked whether they offer any of the
following services as part of their program: farm planning
through linear programming, forward budget analysis, area
fieldmen, or a tax service. Linear programming was presently
being offered on a very limited basis for educational programs
or was being planned in the future at five universities. Three
of the universities provide forward budget analysis information
through their EDP programs. One university was planning to
implement this into its program in the future while another
university provided this information through hand calculations.
Area fieldmen were provided in three states. In another state
the university encouraged financial institutions, such as the
Production Credit Association, to continue to work in this area.
A tax service was offered by two universities. Another offered
this service on a contract basis with a private firm and two
indicated that they conduct educational programs in the tax

service area.
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The amount of personal contact the university staff had
with subscribers in most cases was two to three farm visits per
year and additional occasions such as farm tours, annual
meetings, and year-end analysis work. In other cases, the
telephone was used as needed and periodic newsletters were
mailed to participants.

The farm accounting information coming into the program
was used by the universities for classwork teaching, research,
and extension education programs. It was also used for annual
publication of analysis summaries, inservice training of area
fieldmen, and as data for budgeting and linear programming.

The most frequently listed computational and processing
problem encountered with the EDP programs was slow turn around
time. Other problems included: keeping the software updated
to make maximum utilization of current hardware, getting the
programs completely debugged, and the actual handling of input
data by processing personnel.

Administrative problems encountered by these universities
included: difficulties in getting adequate finances to develop
a program, getting accountants in the states to accept what
they thought might be competition from the university in their
professional field, a lack of priority and enthusiasm by field-
men, and rising expenses. Other problems have included
training farm operators to do the coding of input information

and getting the time requirement of professional staff people
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down to an acceptable level.

The changes made in these university programs since they
went into operation include: changing the code system and
format of input forms to permit farmers to code the information,
providing additional output information, and providing more
detailed output information. Also, it was reported in one case,
that the method of allocating overhead costs to enterprises and
the method of handling the input data have been changed.

Future changes anticipated by these universities include:
(1) offering additional help and educational programs to
farmers to enable them to use their records more efficiently
for forward planning and short run decisions and (2) adding
more program editing procedures to check the accuracy of the
input information.

These representatives offered the following advice in
regard to developing and offering EDP services:

1. be sure the need is present

2. have adequate resources--including better than
average computer programming assistance

3. carefully think out exactly what should be done in the
program and how it should be done

4. keep the program simple in the beginning stages

5. do not meet all record keeping needs or research
needs the first year

6. the program must have enough flexibility so that each
farmer can tailor the program to his own individual
needs
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7. the code system and input forms must be simple for
subscribers to understand and use
8. consider obtaining an operational system from another
organization or university rather than developing
your own
The representatives also strongly emphasized that an
adequate field staff and some form of personal, periodic con-
tact with farmers is a must. These fieldmen must be highly
motivated people who are qualified to train subscribers on how

to record information for the program, interpret the output,

and use the information in management decisions.
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