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FARM MANAGEMENT

Meaning

Farm Managementcomprisesoftwowordsi.e.Farm andManagement.

Farm meansapieceoflandwherecropsandlivestockenterprisesaretakenupunder

commonmanagementandhasspecificboundaries.

Farm isasocioeconomicunitwhichnotonlyprovidesincometoafarmerbutalsoa

sourceofhappinesstohim andhisfamily.Itisalsoadecisionmakingunitwherethe

farmerhasmanyalternativesforhisresourcesintheproductionofcropsandlivestock

enterprisesandtheirdisposal.

Managementistheartofgettingworkdoneoutofothersworkinginagroup.

Managementistheprocessofdesigningandmaintaininganenvironmentinwhich

individualsworkingtogetheringroupsaccomplishselectedaims.

Managementis the key ingredient.The managermakes orbreaks a business.

Managementtakes on a new dimension and importance in agriculture which is

mechanized,usesmanytechnologicalinnovations,andoperateswithlargeamountsof

borrowedcapital.

Farm managementisconcernedwithresourceallocation.Ononehand,afarmerhasa

setoffarm resourcessuch asland,labour,farm buildings,working capital,farm

equipments,etc.thatarerelativelyscarce.Ontheotherhand,thefarmerhasasetof

goalsorobjectivestoachievemaybemaximum familysatisfactionthroughincreasing

netfarm incomeandemploymentgeneration.Inbetweenthesetwoends,thefarmer

himselfis with a specific degree ofability and awareness.The study offarm

managementwouldbeusefultoimpartknowledgeandskillforoptimizingtheresource

useandmaximizingtheprofit.

DEFINITIONS

“Farm managementisanartoforganizationandoperationofthefarm successfullyas

measuredbythetestofprofitableness”.-AndrewBoss,H.C.TaylorandL.C.Gray

“Itisascienceoforganizationandoperationofthefarm enterprisesforthepurposeof

securingthemaximum profitonacontinuousbasis”.-G.F.WarnerandJ.N.Effersen

“Itisastudyofthebusinessphaseoffarming”.-L.A.MoorehouseandW.J.Spillman
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ScopeofFarm Management

1.Farm ManagementResearch

2.Farm ManagementTeaching

3.Farm ManagementExtension

1.Farm ManagementResearch

a)Delineationofhomogeneoustype-offarming-areasinvariousregionsofthe

country,

b)Generationofinput-outputcoefficientsandworkingoutcomparativeeconomics

ofvariousfarm enterprises

c)Formulationofstandardfarm plansandoptimum croppingpatternsfordifferent

areasandtypesoffarming,

d)Developingsuitablemodelsofmechanizationandmodernization

e)Evaluationofagriculturalpolicieshavingabearingondevelopmentandgrowth

ofthefarm-firms.

ImportanceofFarm Management

1)Increaseinfarm income

2)Technicalprogressoffarm

3)Industrialdevelopmentofcountry

4)Farm managementaseducationaltool

ObjectivesofFarm Management

1)Tostudyexistingresources

2)Tooutlineconditionsforprofitmaximaization,familysatisfaction&income

distribution

3)Toworkoutcosts&returnsoffarm enterprise

NatureOfFarm Management

1.Farm managementdealswiththebusinessprinciplesoffarmingfrom thepoint

ofviewofanindividualfarm.



3

2.Itsfieldofstudyislimitedtotheindividualfarm asaunitanditisinterestedin

maximum possiblereturnstotheindividualfarmer.

3.Itappliesthelocalknowledgeaswellasscientificfindingtotheindividualfarm

business.

4.Farm managementinshortbecalledasascienceofchoiceordecisionmaking.
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TYPESOFFARMING

Onthebasisofsimilarityincropproductionandlivestockrearing.

1.SPECIALIZEDFARMING:

Whenafarm isorganizedfortheproductionofasinglecommodityandthiscommodity

istheonlysourceofincome,thefarm issaidtobespecialized.Themajorenterprise

contributesmorethan50%ofthetotalfarm income.

Examplesaresugarcanefarm,cottonfarm,poultryfarm,dairyfarm,wheatfarm etc.

Advantages:
1.Betteruseofland-Itismoreprofitabletogrowacroponalandbestsuitedtoit.For

example,jutecultivationonaswampyland.

2.BetterMarketing–Specializationallowsbetterassemblinggrading,processing,

storing,transportingandfinancingoftheproduce.

3.Bettermanagement–Thefewerenterprisesonthefarm areliabletobeless

neglectedandsourcesofwastagecaneasilybedetected.

4.Lessequipmentandlabourareneeded-Afruitfarmerneedsonlyspecialmachinery

andcomparativelylesslabourforraisingfruits.

5.Costlyandefficientmachinerycanbekept–Awheatharvesterandcombinecanbe

maintainedinahighlyspecializedwheatfarm.

6.Efficiencyandskillareincreased-Specializationallowsamantobemoreefficient

andexpertatdoingafewthings.

5.Economicaltomaintaincostlymachinery

Disadvantages:
1.Greaterrisk–Failureofcropandmarkettogethermayruinthefarmer.

2.Productiveresources-Land,labourandcapitalarenotfullyutilized.

3.Fertilityofsoilcannotproperlybemaintainedforlackofsuitablerotations.

4.By-productsmaynotbefullyutilizedforlackofsufficientlivestockonthefarm.

5.Farm returnsineacharenotgenerallyreceivedmorethanonceayear.

6.Generalknowledgeoffarm enterprisesbecomeslimited.
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2.DIVERSIFIEDFARMING:

Whenafarm isorganizedtoproduceseveralproducts(commodities),eachofwhichis

itselfadirectsourceofincome,thefarm businessissaidtobediversified.Indiversified

farming,nosingleenterprisecontributes50%ofthetotalfarmsincome.

Advantages:
1.Betterutilizationofproductiveresources.

2.Reductionofrisks.

3.Regularandquickerreturns.

4.Properutilizationofbyproducts.

Disadvantages:
1.Supervisionwillbecomedifficult.

2.Marketingproblems.

3.Noteconomicaltomaintaincostlymachinery.

3.MIXEDFARMING:

Itisthetypeoffarmingunderwhichcropproductioniscombinedwithlivestockraising.

Atleast10percentofgrossincomemustbecontributedbythelivestock.This

contributioninanycaseshouldnotexceed49%.

Advantages:
1.Maintenanceofsoilfertility

2.Properuseofbyproducts

3.Facilitatesintensivecultivation

4.Higherincome

5.Milchcattleprovidedroughtanimals.

6.Employmentoflabour.

4.RANCHING:

Thepracticeofgrazinganimalsonpubliclandsiscalledranching.Ranchlandisnot

usedforraisingofcrops.RanchingisfollowedinAustralia,AmericaandTibet
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5.A.Dryfarming:

Cultivationofcropsinregionswithannualrainfalloflessthan750mm.Cropfailureis

mostcommonduetoprolongeddryspellsduringcropperiod.

B.Drylandfarming:Cultivationofcropsinregionswithannualrainfallofmorethan

750mm.Moistureconservationpracticesarenecessaryforcropproduction.

C.Rainfedfarming:Cultivationofcropsinregionswithanannualrainfallofmorethan

1150mm.

FACTORSAFFECTINGTYPESOFFARMING:

A)Physicalfactors:Climate,soils,topography.

B)Economicfactors:

1.Marketingcost

2.Relativeprofitabilityofenterprises

3.Availabilityofcapital

4.Availabilityoflabour

5.Landvalues

6.Cyclesoverandunderproduction

7.Competetionbetweenenterprises

8.Personallikesanddislikesoffarmer
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SYSTEMSOFFARMING.

Thesystem offarmingreferstotheorganizationalsetupunderwhichfarm isbeingrun.

Itinvolvesquestionslikewhoistheownerofland,whetherresourcesareusedjointlyor

individuallyandwhomakesmanagerialdecisions.Systemsoffarming,whicharebased

ondifferentorganisationalsetup,maybeclassifiedintofivebroadcategories:

a)Capitalisticfarmingb)Statefarmingc)Collectivefarmingd)Peasantfarminge)Co-

operativefarming

1.CapitalistorEstatefarming:

Inwhatisknownascapitalisticorestateorcorporatefarming,landisheldinlarge

areasbyprivatecapitalists,corporationsorsyndicates.Capitalissuppliedbyoneora

fewpersonsorbymany,inwhichcaseitrunslikeajointstockcompany.Insuchfarms,

theunitoforganizationislargeandtheworkiscarriedonwithhiredlabour;latest

technicalknowhowisusedandextensiveuseofmachinesaremadeandhencethey

areefficient.ExamplesofthistypeoffarmingarefrequentlyfoundinUSA,Australia,

CanadaandfewinIndiatoo.Suchtypesoffarmshavebeenorganizedinthestatesof

Bombay,MadrasandMysorefortheplantationofcoffee,teaandrubberandsugarcane.

Theadvantagesofsuchfarmingaregoodsupervision,strongorganizationalsetup,

sufficientresources etc.Theirweaknesses are thatitcreates socio-economic

imbalancesandtheactualcultivatorisnottheownerofthefarm.

2.Statefarming:

Statefarmingasthenameindicatesismanagedbythegovernment.Herelandisowned

bythestate.Theoperationandmanagementisdonebygovernmentofficials.Thestate

performsthefunctionofriskbearinganddecisionmaking,whichcultivationiscarried

onwithhelpofhiredlabour.Allthelabourersarehiredondailyormonthlybasisand

theyhavenorightindecidingthefarm policy.Suchfarmsarenotverypayingbecause

oflackofincentive.Thereisnodearthofresourcesatsuchfarmsbutsometimesitso

happensthattheyarenotavailableintimeandutilizedfully.

3.Collectivefarming:

Thename,collectivefarmingimpliesthecollectivemanagementoflandwhereinlarge

numberoffamiliesorvillagersresidinginthesamevillagepooltheirresourceseg:land,

livestock,andmachinery.Ageneralbodyhavingthehighestpowerisformedwhich

managesthefarms.Theresourcesdonotbelongtoanyfamilyorfarmerbuttothe

societyorcollective.Collectivefarminghascomeintomuchprominenceandhasbeen

adoptedbysomecountriesnotablybytheRussiaandChina.Theworstthingwiththis

system isthattheindividualhasnovoice.Farmingisdonegenerallyonlargescaleand
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therebyismostlymechanized.Thissystem isnotprevalentinourcountry.

4.Peasantfarming:

Thissystem offarmingreferstothetypeoforganizationinwhichanindividual

cultivatoristheowner,managerandorganizerofthefarm.Hemakesdecisionand

plansforhisfarm dependinguponhisresourceswhicharegenerallymeagerin

comparisontoothersystemsoffarming.Thebiggestadvantageofthissystem isthat

thefarmershimselfistheownerandthereforefreetotakealltypesofdecisions.A

generalweaknessofthissystem isthattheresourceswiththeindividualareless.

Anotherdifficultyisbecauseofthelawofinheritance.Anindividualholdinggoeson

reducingasallthemembersinthefamilyhaveequalrightsinthatland.

5.Cooporativefarming:

Co-operativefarmingisavoluntaryorganizationinwhichsmallfarmersandlandless

labourersincreasetheirincomebypooling land resources.According to planning

commission,Co-operative farming necessarily implies pooling ofland and joint

management.The working group on co-operative farming defines a co-operative

farming societyas “a voluntaryassociation ofcultivators forbetterutilization of

resourcesincludingmanpowerandpooledlandandinwhichmajorityofthemembers

participate in farm operation with a view to increasing agriculturalproduction,

employmentandincome.”Aco-operativefarmingsocietymakesoneofthefollowing

fourforms

I. Co-operativebetterfarming

II. C-operativeJointfarming

III. Co-operativetenantfarming

IV. Co-operativecollectivefarming

I.Co-operativebetterfarming:

Thesesocietiesarebasedonindividualownershipandindividualoperation.Farmers

whohavesmallholdingsandlimitedresourcesjointoform asocietyforsomespecific

purposeeg:useofmachinery,saleofproduct.Theyareorganizedwithaview to

introduceimprovedmethodsofagriculture.Eachfarmerpaysfortheserviceswhichhe

receivesfrom thesociety.Theearningsofthememberfrom pieceofland,after

deductingtheexpenses,hisprofit.

II.Co-operativeJointfarming:

Underthistype,therightofindividualownershipisrecognizedandrespectedbutthe
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smallownerspooltheirlandforthepurposeofjointcultivation.Theownershipis

individualbuttheoperationsarecollective.Themanagementisdemocraticandis

electedbythemembersofthesociety.Eachmemberworkingonthefarm receivesdaily

wagesforhisdailyworkandprofitisdistributedaccordingtohisshareinland.

III.Co-operativetenantfarming:

Suchsocietiesareusuallyorganizedbylandlessfarmers.Inthissystem usuallyland

belongstothesociety.Thelandisdividedintoplotswhichareleasedoutforcultivation

toindividualmembers.Thesocietyarrangesforagriculturalrequirementseg:credit,

seeds,manures,marketingoftheproduceetc.Eachmemberisresponsibletothe

societyforthepaymentsofrentonhisplot.Heisatlibertytodisposeofhisproducein

suchamannerashelikes.

IV.Co-operativecollectivefarming:

Bothownershipandoperationsunderthissystem arecollective.Membersdonothave

anyrightonlandandtheycannottakefarmingdecisionsindependentlybutareguided

byasupremegeneralbody.Itundertakesjointcultivationforwhichallmemberspool

theirresources.Profitisdistributedaccordingtothelabourandcapitalsinvestedbythe

members.

System offarming Typeofownership TypesofOperation

ship

I.Co-operativefarming

a.Coop.betterfarming Individual Individual

b.Coop.jointfarming Individual Collective

c.Coop.tenantfarming Collective Individual

d. Coop. collective

farming

Collective Collective

II.Collectivefarming Society/state Society/State

III.Capitalisticfarming Individual Individual

IV.Statefarming State PaidManagement

V.Peasantfarming Individual Individual
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FARM PLANNING

Farm planningreferstosettingtheobjectivesandactionstobetakenindirectingor

controllingtheorganizationoffarm businessanditprecedesallothermanagerial

functionsonthefarm toachievethedesiredresults.

Itisdecidinginadvance,theproductionmanagementproblemsviz.,whattoproduce,

howtoproduce,whentoproduce;financialmanagementproblemsviz.,howtoborrow,

how muchtoborrow,whentoborrow,wheretoborrow,andmarketingmanagement

problemsviz.,wheretobuyandsell,whentobuyandsell,howtobuyandsell,etc.

Definition

farm planning maybedefined astheprocessofmaking decisionsregarding the

organization and operation ofafarm businessso thatitresultsin acontinuous

maximizationofnetreturnsofafarm business.

Farm planningisadecisionmakingprocessinthefarm business,whichinvolves

organization and managementoflimited resources to realize the specified goals

continuously.

Importanceoffarm planningtofarmer

Ithelpsthefarmersinthefollowingmanner:

1.Choosedifferentfarm activitiessuitedtothegivenfarm conditions.

2.Lookintothefutureanddecideonsuitablecourseofaction.

3.Selectappropriateenterprisecombinationsthatresultsinthebetteruseofresources.

4.Timing variousjobsand operationsforsmooth conductofoperationswithout

competition.

5.Avoidwastagesthatoccurintheresourceuse.

6.Provideguidanceandflexibilityforensuringbetteruseandgrowthofthefarm

business.

7.Provideallocationofresourcesforproducingtherequisiteproductsformarketing

andhouseholdconsumption.
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Objectiveoffarm planning

1)Theimprovementinthelivingstandardsofthefarmers

2)Immediategoalistomaximizethenetincomesfrom thefarmingoperations

throughimprovedresourceplanning.

3)farm planningcouldbesecureincomes

4)farm planningminimizingrisk

5)farm planningminimizinglabourrequirements.

Typesoffarm plans

1)SimpleorAnnualFarm Plan

2)CompleteorLongFarm Plan

Simplefarm planimpliesplanningforminorchangesorforaparticularenterprise.

Completefarm planningenvisagesmorenumberofchangesintheexisting

organization.Itisadoptedforthefarm asawhole.

CharacteristicsOfGoodFarm Plan

1.Plansshouldaim atefficientutilizationofalltheavailableresourceson

thefarm.

2.Plans should be flexible i.e.,they should be adaptable to changing

environmentalconditions.

3.Farm plansshouldbesimpleandeasilyunderstood.

4.Consideringtheavailableresources,farm plansshouldensurebalanced

production program consisting offood crops,commercialcrops and

foddercrops.

5.The production program included in the farm plan should aim at

improvingsoilfertility.

6.Farm plansshouldfacilitateefficientmarketingoffarm products.

7.Itshouldtakeintoaccountup-to-datetechnology.

8.Farm plansshouldconsiderthegoals,knowledge,trainingandexperience

ofthefarmers,andtheirattitudetowardsrisk.
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9.Farm plansshouldavoidtooriskyenterprises.

10.Farm plansshouldprovideforborrowing,usingandrepayingthecredit.
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Limitationsoffarm planning

1)Farm planningisconsideredtimeconsumingandexpensiveexercise.

2)Goodfarm plansshouldbebasedontheactualrecordedfacts,particularlygiving

thedataontheavailabilityandrequirementofresources.

3)Therecordsprovideadequateinformationforplanningprocess.

4)Thepertinentinformationonfarmsparticularlyinrespectofclimate,water

supply,markets,etc.,isnotfoundintherequiredform.

5)Thesourcesofdatafordiagnosisandplanningarealsolacking.

Toolsoffarm planning

1.Productionfunctionmodels

2.Farm budgetingtechniques

3.Linearprogramming

4.Operationalresearchtechniques

StepsinFarm Planning

a)Planning:

Thisincludestheidentificationanddefinitionoftheproblem,collectionof

information,identifyingalternativesolutionsandanalyzingeachalternative.

Planningisthebasicmanagementfunctionasitmeansdecidingonacourseof

action,procedureorpolicy.Thecontrolfunctionisasourceofnewinformation,

astheresultsoftheinitialplanbecomeknown.

b)Implementation:

Oncetheplanningprocessiscompleted,thebestalternativemustbeselected

andactionshouldbetakentoplacetheplanintooperation.Thisrequiresthe

acquisitionandorganizationofnecessaryland,labour,capitalandotherinputs.

Animportantpartoftheimplementationfunctionisthefinancingofthe

necessaryresources.

c)Control:

Thisprovidesforobservingtheresultsoftheimplementedplantoseeifthe

specifiedgoalsandobjectivesarebeingmet.Manythingscancauseaplantogo

“offitstrack”.Priceandotherchanges,whichoccuraftertheimplementationof
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theplan,cancausetheactualresultstodeviatefrom theexpected.Control

requiresasystem formakingregularchecksontheplanandmonitoring

progressandresultsasmeasuredagainsttheestablishedgoals
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FinancialAnalysis

Financialanalysisisoneoftherootsofmanagementusedtocarryoutitscontrolling

function.Properinterpretationofdatapresentedbythefinancialstatementhelpsin

judgingtheprofitabilityofoperationsduringgiventimeperiods,indeterminingthe

soundnessoffinancialconditionataspecificdate.Theterm financialstatement

referstotwobasicstatementsthatanaccountantpreparesattheendofaspecified

periodoftimeforabusinessenterprise.

1.Balancesheet:Itisastatementoffinancialpositionofafirm ataparticular

pointoftime.

2.Income statement:Itis also called profit-loss statement.Itshows firm‟s

earningsfortheperiodcovered,usuallyhalfyearlyoryearly.

Balancesheet

BalanceSheetFrom ananalystpointofview,itisawrittenrepresentationof

resourcesandliabilitiesofthebusinessfirm.Itshowsthefinancialconditionofthe

businessfirm atagivendate.Thebalancesheetcontainsandreportsonassets,

liabilitiesandnetworthofafirm.Assetsmustalwaysequalthesum ofliabilitiesand

networth.Whatisownedby orowedtofirm (assets)mustequalwhatthefirm

owestoitscreditorspluswhatisowedtoitsowners(networth).Balancesheet

indicatesthesourcesfrom whichbusinessobtainedcapitalforitsoperationsand

theform inwhichthatcapitalisinvestedonaspecificdate.

Limitation:

Itisaninterim statementbetweentwooperatingperiods.Itsummarizessolvencyof

businessatagiventimeratherthanfinancialtransactionsoccurredinbusiness

duringanaccountingperiod.

IncomeStatement

IncomeStatementItisalsocalledprofitandlossstatement.Itstatesthesourceof

firm‟sincomes,describesthenatureoftheexpenses,andshowsthenetprofit

earned(ornetlossincurred)duringanaccountingperiod.Itissupportingevidence

tobalancesheet,inthesense,thatitexplainsthechangeinretainedearningsonthe

balance sheet.This is an importantfinancialrecord because itmeasures the

financialprogressandprofitabilityoveraperiodoftime.Itisasummaryofboth

cash and non-cash transaction ofthe farm business.In non-cash financial

transaction,wegetcapitalgainanddepreciation.Incomestatementisdividedinto

twomajorcategories,viz.,incomeandexpenses.Incomeincludescashreceipts,

capitalsalesofbusinessandchangesininventoryvalueofitemsproducedinthe
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farm.Expensesincludeoperatingandfixedexpenses.
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UsesofIncomeStatement

1.Candeterminewhatprofitisearnedbythebusiness.

2.Canfindparticularcausesoflowprofitoroperatinglosses.

3.Managementcantakeactiontopreventtheoccurrencesoffuturelossesorto

preventfurtherdeclineinprofits

ComparisonOfBalanceSheetAndIncomeStatement

No BalancesheetorNetworth

statement

Incomestatementorprofitorloss

statement

1 Networthstatementisasummaryof

assets,liabilitiesandowner’sequityat

agivenpointoftime

Incomestatementisasummaryofboth

cashandnoncashfinancialtransactions

offarm businessaccruedduringthe

selectedaccountingperiod

2 Themostcommonlyrequested

documentbyalenderinreviewinga

loanrequest.

Itisusedtomeasurethefinancial

profitabilityofbusinessduringaperiod

oftime.

3 Itisusedinpreparationofincome

statementandtaxreturns

Itisusedinmakingananalysisofthe

businessprofitability,efficiencyand

financialstability.

4 Networthstatementoffersalittle

insightintofinancialtransactionsof

accruedinbusinessduringan

accountingperiod.

Informationfrom thisdocumentisused

inpreparationofcashflowsummary.

FinancialTestsRatioanalysis:

Ithasthefollowingadvantages

1.Hasnounits

2.Comparesnumeratorwithrespecttodenominator

3.Relativeandcomparable

Ratio analysis willexplain whatstrength,weakness,pressures and forces are

currentlyatworkinyourbusinessoperationfarm businessmanagerswillneedafull
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timejobaccountantforthechangeaccruinginhiscapitalstructureandnetworthas

revealedinhisbalancesheet.
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FARM BUDGETING

Itmaybedefinedasadetailedphysicalandfinancialstatementofafarm planovera

certainperiodoftime.Farm budgetingisamethodofanalyzingplansfortheuseof

agriculturalresourcesatthecommandofthedecision-maker.Inotherwords,the

expressionoffarm planinmonetarytermsthroughtheestimationofreceipts,expenses

andprofitiscalledfarm budgeting.

TypesofFarm Budgeting:

Thefollowingarethedifferenttypesoffarm budgetingtechniques:

a)PartialBudgeting.

b)EnterpriseBudgeting.

c)Complete/Total/WholeBudgeting.

a)PartialBudgeting:

Thisreferstoestimatingtheoutcomeorreturnsforapartofthebusiness,i.e.,oneor

fewactivities.Apartialbudgetisusedtocalculatetheexpectedchangeinprofitfora

proposedchangeinthefarm business.Partialbudgetingtechniqueisgenerallyusedto

evaluatetheprofitabilityofinputsubstitution,enterprisesubstitutionand scaleof

operation.Itconsistsoffourimportantelementsviz.,addedcosts,addedreturns,

reducedreturnsandreducedcosts.

Partialchangedoesnotalwaysprovideacompletesolution.

b)EnterpriseBudgeting:

Enterpriseisdefinedasasinglecroporlivestockcommodity.Mostfarmsconsistofa

combinationofseveralenterprises.Anenterprisebudgetisanestimateofallincome

andexpensesassociatedwithaspecificenterpriseandanestimateofitsprofitability.

c)CompleteBudgeting

Itisamethodofestimatingexpectedincome,expenseandprofitsforthefarm as

whole.Itisatechniqueforassemblingandorganizingtheinformationaboutthewhole

farm inordertofacilitatedecisions

Uses:

i)Itprovidesabasisforcomparingalternativeplansforprofitability.Thiscanbe

particularlyusefulwhenplanningiscarriedoutforgrowthandexpansion.
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ii)Adetailedwholefarm budgetshowingtheestimatedprofitcanbeusedtoborrowthe

necessaryoperatingcapital

StepsinFarm PlanningAndBudgeting

1.Statementofobjective.

2.Diagnosisoftheexistingorganization

3.Assessmentofresourceendowmentsonthefarm.

4.Identificationofenterprisestobeincluded.

5.Preparationofenterprisebudgets.

6.Identificationofrisks

7.Preparationofaplan.

1.Statementofobjective:Theobjectiveofthefarmermaybeprofitmaximizationor

costminimization.Inselectingenterprisesandtheircombinations,thefarmeraimsat

maximization ofprofits.On the otherhand,while choosing resources and their

combinations,heaimsatcostminimization.

2.Diagnosisofthe existing organization:Diagnosisand prescription are the two

important components of planning.The planner has to examine the existing

organizationoffarm businesscarefullyandidentifytheweaknessesordefectsor

loopholesinthecurrentplan.Oncemistakesareidentified,correctivestepscanbe

takeninfuture.Farm plansprimarilyprescriberemediesforthedefectsoftheexisting

plan.

3.Assessmentofresourceendowmentonthefarm:

a)Land:Herethereisaneedtospelloutthelandholdingarea,typeoflandi.e.wetland

ordryland,cropsgrown,typeofsoilsavailable,topography,texture,fertilitystatus,

drainage,soilandwaterdevelopment,soilandwaterconservationmethods,etc.

b)Labour:Theextentoffamilylabouravailablewiththefarmerviz.,women,menand

childrenalongwiththeirage,householdworkandfarm workdonebythem shouldbe

indicated.Permanentlabourersifanyengagedbythefarmer,typeofworkdoneand

amountofremunerationpaidshouldbeindicated.Laboursupply,inthevillageand

demandforlabourfordifferentcropsindifferentseasonsshouldbeassessed.The

supplypositionwithreferencetolivestockshouldbeassessedcorrectly.

c)Capital:Workingcapitalrequiredforraisingcropsshouldbeindicated.Ownedfunds

availableandtheamountoffundsborrowed,from differentsources,interestpaid,etc.,
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needtobeclearlyspecified.Specificationofrepaymentdates,termsandconditions,

etc.,isalso required.Fixed capitalrelatesto informationonfarm buildings,farm

equipment,farm machinery,etc.

d)Organization:Thefarmer’sknowledgeinfarming,hisexpertise,hisexperiencein

farmingandconfidenceinadaptingnew potentialtechnologyshouldbeassessed.

Basedonthisinformationrelevantfarm planshouldbedevised.Ifthefarmerisrisk-

averse,farm plans,whichprovidestableincomeunderrisk,shouldbegenerated.

e)Irrigationsources:Availabilityofdifferentsourcesofirrigation,areacoveredunder

differentsources,periodofavailabilityofirrigation,quantityofirrigationwateravailable,

cropdemands

forirrigationwater,accessibilityoflandtotheirrigationsourcessuchascanalandtank,

etc.,should also be indicated.In addition to this costofirrigation needs to be

mentioned.

4.Identificationofenterprisestobeincluded:Listofenterprisesnotonlygrownbythe

farmerbutalsoenterprisesgrowninthatareaandalsocroprotationsareidentified.

Estimatetheinput-outputcoefficientsintermsofacreorhectareorheadoflivestock

foralltheenterprises,whichweproposetoinclude.Informationoninputandoutput

pricesshouldbecollectedsoastoworkoutthecostsandreturns.

5.Preparationofenterprisebudgets:Estimatetheincome,costandprofitabilityofeach

enterprisetobeincludedintheplan.Thepreparationofenterprisebudgetsfacilitates

comparisonofprofitabilityofdifferententerprises.

6.Identificationofrisks:Listoutalltypesofrisksviz.,productionrisk,weatherrisk,

technologicalrisk,institutionalrisk,marketing risk,etc.,faced by the farmers.

Particularly the incidence ofpests,rodents and diseases,frequency ofdrought

occurrenceovertime,cyclones,floodsandtheirhavoccausedtofarm plans.Marketing

riskscomprisingofriskemanatingfrom pricefluctuationsandfailureofmarketsto

arrestthemalpracticesofmiddlemenshouldbeindicated.

7.Preparationofaplan:Thefirststepisindentifyingthescarcestresourcesand

selectingthatenterprisewhichyieldsmaximum returnsperunitofscarcestresource.

Thisprocessisrepeatedtillallthescarceresourcesareputtothebestusewhich

resultsinoptimum combinationoftheenterprises.
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CostConceptsinFarm Management

Productioncostsplayanimportantroleinthedecisionsofthefarmers.Explicitlyor

implicitly,mostoftheproducerskeepinmindthecostofproducingadditionalunitsof

output.Ingeneral,atgivenlevelofprices,afarmercanincreasehisfarm incomeintwo

ways,i.e.,i)byincreasingproduction ii)byreducingthecostofproduction.Sincecost

minimizationisanindividualskill,degreeofsuccessinthisdirectiondirectlyaddstothe

profitsofthefarm.

Costsrefertothemoneyvalueofeffortextendedorsacrificemadeinproducingan

articleorrenderingaserviceorachievingaspecificpurpose.Costs,thus,arethe

expensesincurredinorganizingandcarryingouttheproductionprocess.

1.Fixedcost(FC):

Fixedcostsarethosecostswhichdonotchangeinmagnitudeastheamountof

outputproducedchangesandareincurredevenwhenproductionisnot

undertaken.Thesearealsocalledsunkcosts.Thesecouldbefixedcashcosts

suchaslandtaxes,interest,insurancepremiums,permanentlyhiredlabour,etc.

Non-cashfixedcostsincludedepreciationonbuildings,machineryintereston

capitalinvestment,costoffamilylabour&management,etc.

2.Variablecosts(VC):

Thecoststhatareincurredonvariableinputsandhencevarywiththelevelof

productionarecalledvariablecosts.HighertheproductionmorewillbeVCand

vice-versa.Expensesonfertilizer,seed,chemicalfuelconsumption,etc.

3.Totalcost(TC)

Thetotalcostcomprisesoftwocomponents,i.e.,fixedandvariablecosts.

TC=FC+VC

Totalcosts(TC)arerequiredtocomputenetrevenue(NR)

NR=TR-TC

4.Opportunitycost:

Farm resourcesarelimitedbutthesecanbeputtodifferentuses.Whenthese

areusedinourproduct,somealternativeusageisalwaysforgone.The

opportunitycostisthevalueofbestalternativeforgone.



24

FARM RECORDS

Farm records-

“Afarm recordisadocumentorbookthatisusedtokeepaccountof

differentactivities,events,materialsetc.regardingthefarm operations”.

Farm accounts–

“Farm Accountsarestatementsofmoneypaidoutorreceivedfor

goodsandservicesusedinfarmingbusiness”.

ImportanceOfFarm RecordsAndAccounts

1.Farm recordshelpafarmertokeepstockandmanageeachaspectofthefarm

properly.

2.Theyareimportantforplanningandbudgeting.Theyprovidesafarmerwith

enough

informationneededforproperplanningandbudgetingateverypointintime.

3.Theyhelpfarmersknowtheprogressandcontributionsofeachaspectofthe

farm toits

overallsuccess.

4.Theyareimportantforproperfarm management.

5.Theycanbeveryhelpfulwhenafarmerneedstoaccessfinancialaidsfrom

banksor

otherfinancialinstitutions.

AdvantagesofFarm RecordsandAccounts

a)Theyarethemeanstoincreasethefarm income.

b)Theyarethebasisfordiagnosisandplanning.

c)Theyshowthewaystoimprovethemanagerialabilityofthefarmer.

d)Theyareusefulforcreditacquisitionandmanagement.

e)Theyprovidedatabaseforconductingresearchinagriculturaleconomics.

f)Theyform thebasisfordesigninggovernmentpolicies-landpolicy,price

policy,nationalfarm policies,etc.
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ProblemsinFarm Records&Accounting

a)AsIndianfarmerscarryoutonlysubsistencenatureoffarming,recordingis

notessentialtothem.

b)Indianfarmeractsasanowner,managerandlabourer.Hence,recording

becomescomplex.

c)Illiteracyandlackofbusinessawarenessoffarmersprohibitthem tohave

farm records.

d)Fearoftaxationpreventsfarmersfrom recordingandaccountingthe

information.

e)Forecastingbecomescomplicatedbecauseofveryhighriskanduncertainties

involvedinfarming.


