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Abstract:

This thesis is an exploratory study in the extension-farm management problem area. It is based on the
diverted wheat acreage problem in Montana. Wheat acreage allocations generate enterprise selection
and combination problems for specialized wheat farmers. Extension agencies may be involved in
educating these farmers in how best to seek a solution to their current problems.

It is thought that farmers faced with problems of this kind can best prepare themselves for
decision-making relative to their individual circumstances by using a budgeting method of analyzing
the alternatives which lie before them. The objective of this study is to lay out a budgeting method
which can serve this end as well as provide a vehicle for extension demonstration of how on-the-farm
choices between alternatives may be made. A series of illustrative budgets for a synthesized case farm
is used as a model.

Analysis of this array of budgets indicates some of the short-comings of the method yet demonstrates
the potential effectiveness of budgeting in compelling the budgeter to make a critical study of his
business operation and an explicit selection of assumptions relevant to the problem.

The comparisons made bring the budgeter into decision-making areas of thought relative to purely
monetary considerations. However the budgets fail to take explicit account of the non-monetary aspects
involved in the farmer's considerations, which nevertheless have far-reaching effects on his economic
decisions.

Some thought is directed towards the development of a formalized consideration of these non-monetary
objectives of the farmer. Also considered is the possibility of improvement in the kind and sources of
data basic to farm budgeting. Further research in these two problem fields is indicated.
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ABSTRACT

This thesis is an exploratory study in the extension-farm management
problem area. It is based on the diverted wheat acreage problem in
Montana, Wheat_acreage allocations generate enterprise selection and -
combination problems for specialized wheat farmers, Extension agencies
may be involved in educating these farmers in how best to seek a solution
to their current problems.

It is thought that farmers faced with problems of this kind can best
prepare themselves for decision-making relative to their individual cir-
cumstances by using a budgeting method of analyzing the alternatives which
Jie before them. 'The objective of this study is to lay out a budgeting
method which can serve this end as well as provide a vehicle for extension
demonstration of how on-the-farm choices between alternatives may be made.
A series of illustrative budgets for a synthesized case farm is used as a
model.

Analysis of this array of budgets indicates some of the short-comings
of the method yet demonstrates the potential effectiveness of budgeting
in compelling the budgeter to make a critical study of his business. oper-
ation and an explicit selection of assumptions relevant to the problem.
The compariscas made bring the budgeter into decision-making areas of -
thought relative to purely monetary considerations. However the budgets
fail to take explicit. account of the non-monetary aspects involved in =
the farmer's considerations, which nevertheless have far-reaching effects
on his economic decisions,

Some thought is directed towards the development of a formalized
consideration of these non-monetary objectives of the farmer. Also
considered is the possibility of improvement in the kind and sources of
data basic to farm budgeting. Further research in these two problem
fields is indicated.
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PART I
INTROD UCTION

Extension-~Economics Problem Area

What a man hears he may doubt; what he sees, he may doubt; but what
he himself does, he cannot doubt.™ 1/ .This statement illuminates one of
the basic means of achieving the objective of agricultural extension, the
effective transfomation of ideas inta practice. .It is particularly
apropos in reveéling a weakness in the field of extension farm management,
Heretofore widespread efforts in telling and”showing farmers the value of
farm ménagemenﬂ as a conscious activifynéeem to have met with rather lim-
ited acceptance, even in the elementary phase of keeping adequate farm
records. g/ What lies behind this slow adoption.of a worthwhile practice
in an enviromment calling for increas;ngly urgent farm adaptability?

Background to exténsionéfarm'management problem.-~-Two of the more obvious

characteristics of the agr{cultural industry are its magnitude and wide

i/ Anonymous statement .appearing in Saskatchewan Farm Science, Ext. Dept.
College of Agrlculture, Univ, of Saskatchewan, Vol. 1, NO. l (Febru-
ary,.1954) p. 2.

2/ According to Bradford and Johnson, management is an intangible part of
< production seen only through observing the decision-making process and
its results. A good manager must have the self-discipline to:
"Direct thinklng toward opportunity for attainment.
Attack problems preventing attainment of his objectives.
Extract the optimum information from his enviromment.
Carry analysis for each decision to a favorable degree.
Take prompt action on his decisions.
Accept the consequences of his actions.!
Bradford, Lawrence A., and Johnson, Glenn L., Farm Management Analysis,
John Wiley & Sons, Inc., New York, (1953),
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dispersion. Both of these features tend to obstruct rapid dissemination
of information because the industry depends not on easily reachéd, largé
scale, centralized, and co-ordinated areas of activity, but on the indiv-
idual efforts of numerous independent and virtually isolated one-man fimms.
In non~-agricultural industry progress depends on the skillful and personal
competitive managerial capacity of relatively small and well trained admin=-
istrative groups. Prdgress in agriculture depends less on concentrated
managment and more on an infiltration of ideas (or eise outright regulation)
throughout.the‘industrydwide distribution of the single~celled farm entities
which comprise a country'!s agricultural base.

All manner of means may be used in the presentation of these ideas
but the. consummation of prégress will not be complete until an idea is
accepted, assimilated, and put into action by each and every farmer
concerned, BEach one, by the very nature of his independence, will be
stimulated at a different time, by a different means, and to a different
degree of activity than his neighbor. | |

There was a time when decision-making on fhe fam revolved around
the production of personal household requiremenﬁg_pf subsistence, Changés
came slowly enough.that consequences of mistakes cauld almost be ignored,
and if they became too oppreési&e for the farmer to bear, he could move on
and make a new start on the frontier.

Farm management decisions now revolve around those‘enterprises which
ultimately produce marketable goods from which the greatest return possible

may be derived from the resourcesspplied to their production. For the
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individual contemporary farmer a faulty decision resulting in poor timing,
inadequate use or availability of resources, or a mis-estimate of marketing
conditions; may be so critical to the well-being of his farm as to spéll
the diffefenée bétween success and failure.

‘Yéar by year the consequences of mistakes in farm management have
becbme increasingly damaging to individual well-being., Intelligent
decision-making on the part of all farmers is thereby becoming of paramount
importance to the well-being of the industry. The alternatives indicated
are either agricultural chaos and hardship, or an glléembracing adminis-
trative regulation which replaces a large part of the individual respons=-
ibility for correct decision at the farm level.

Extension functions in farm management.--Every year there are fewer farmers

in the United Stateé. Farm firms are larger. Produetion is higher than
ever. Faced with buoyant costs and subsiding product prices, these business
firms are more dependent than ever before on efficiency for success. There
is less and‘less room for management errors. There is more and more room
for management techniques designed to overcome difficulties in fitting pro-
tductioﬁ éystéms to farm resource patterns aﬁd marketing outlooks. Extensim
programs need to provide means for more intelligible interpretation of
information relevant %o immediate-problems and to ereate vehicles capable of
drawing farmers into active and conscious participation in decision-making
processes. The aim should be to break down any inertia present in farmers:!

attitudes towards farm management problems, stimulate recognition of problem.
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situations, stimulate anticipation of forthcoming shifts in economic
environment, and stimulate logical step by step reaction to these
sipuations. To sum up, extension should seek to lead the farmer into
practicing systematic farm management decision-making procedures.

This calls for further study of any'pecuiiar economic character=~
istics of the farm firm from which stem obstacles to theapplication of
ordinary busiﬁess management procedures. " There are other obstacles
with sooiological rootSQ particularly in the innate character of man
withdrawn into the security of his own domain, Every farm has elements
of a minute independent principality which leads to a lack of uniformity
aswell as an economic and social disunity not commonly foumd elsewhere
in society° Such attitudes of independence and selfhsufficiency assoc=
iated with farming are vestlges of past stages in social development
which are not in keeping Wlth the organization of contemporary society.
Yet ”wishful thinking® of this order is probably the main reaeoh'fermers
cling to their farms, even though they may be better off economlca;ly in
other occupations.

"Extension has to breach these barriers with farm management idea§
which impose on the prerogative of the farmer who may say "I know how to
run'my own business® or WNobody can tell me what to do on'my farm.®
These feelings go a long'way in explaining nonwreceptive attitudes
encountered on many farms. However these same farmers admit their need

of farm management help by the all too common retort, "You don't need to

tell me how, I alreay know more than I can put into practice.™ This is
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the crux of the extension problem in farm management, to achieve an effect-
ive demonstration of how to get from where you are to where you-would like
to be in conclusive terms.

Certainly no'pahacea is éxpected to be found which ﬁill solve this
problem of Mgetting across® to farmers with farm management technidues.:
The great heierogeneity of the agriéultural industry denies that a@yﬂ9v§?=
all detailed method is likely to bejdevelopedo Rather if each segment is
taken separaﬁely, the weak spots may be ascertained and the préblem attacked
according to the individual charaétéristiés of that segment. The wheat |
producers of the United States constitute such a segment of the agricultural
industry. A weak spot offering one possible area vulnerable to extension
attack is the diversion of acreage from wheat production resulting from the
surplus wheat situatioch.

The Nature of the Surpius Wheat Problem

In the United States there are large agricultural areas in which wheat
has characteristics of adaptation which make it easier to grow than competing
crops. Because it is more dependable than other cash crops, it may be
grown in preference to other.kinds.of grain whether wheat prices ‘are favor-
able or not. There is also a high degree of uncertainty from one year to
another as to the eventual out<turn of eacﬂ succeeding crop. In the face
of these conditions an oversupply situatign is little deterrent to produc-
tion. Historically, as well, the reaction\oi siﬁgle-enterprise wheat

farmers to depressed price levels has been an\effort to produce more of

their product, thus accentuating any existing surplus difficulties. Tn the

L]

ll
f
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short«run, therefore, wheat produceion in this country responds slowly
to unfavorable market conditions, and uncertain though it may be, tends
to exceed national needs, ‘ -

The world market for United States wheat is equally changeablé, there~
by increasing the problems of surplus disposal., For instapcé the post-war
return of off-shore countries to greater self-sufficiency in wheat produce
tion tends to dry up Uﬁited States export trade in wheat. In the femaining
free markets United States wheat may sometimes be at a disadvan%age due to
exchange and quality cénsiderations. At the same time the home market,
rather than expéndiﬁg with the current population increase, remains rela-
tively static due to a declining trend in per capita consumption of Bpe%@.g/

Thus commercial wheat producers as a group have occupied an inherently
unstable position in the national economy. In an effort to stabilize the
position of these wheat producers but somewhat in contradiction teo the

import of the above circumsﬁaﬁces, national agricultural policy in the past

several years has encouraged a continuing full-scale production of wheat.

3/ Gray, Sorensen, and Cochrane cite M. K. Bennett as the original author

T and then proceed to elaborate on the relationship between wheat and
potato consumption expressed as a national Wcereal=potato ratio® which
is primarily associated with the level of economic development of a
country. The advancing economic development of the United States has
resulted in a trend towards an increasingly varied diet which in turn
has led to declines in both potato and wheat per capita consumption.
Other factors leading to continuing adjustments may emerge. For fur-
ther details see Roger W. Gray, Vernon R. Sorenson and Willard W,
Cochrane, The Impact of Govermment Programs on the Potats Industry,
2Ur111m .of an,v Agric. Exp. Sta., Tech. Bull, 211, (June, 1954), pps 15-
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This has been effected by guaranteeing a relatively favorable (by com-
parison with other agricultural products) and for most conditions a profit-
able price level for wheat, h/ This high minimum price level has had the
subsidiary effect of still further restricting the mariet for wheat by
shutting off its effective competition with other products for use as live-
stock feed or for industrial non-food processes. Add to this situation
the effects of a run of good years combined with technological advances
in agricultural production which together have resulted in wheat crops con-
siderably above expectations based on past experience.

Altogether, many natural and economic phenomena have led to the
accumulation of ample reserve stocks and an actually burdensome surplus of
many classes of wheat in the United States. The growth of this surplus

is illustrated by Table I.

Table !.--Wheat supply and disappearance. United States, 195>0-5lu a/

Tear Be- Supply Disappearance
ginning  Carry- Production Total Processed Other Exports Total
July 1. over b/ for Food Uses and

Disposal

- 1>000,000 bushels - 1,000,000 bushels —

1950 h2h.l 1019.U Ik56.0 489.8 235.5 3345 1059.6
1951 196.2 980.8 1408.7 481.5 201.2 470.3  1153.0
1952 255.7 1299.0 1576.2 474.2 223.8 315.7 1013.7
1953 562.5 1169.5 1737.5 473.8 146.6 215.2 835.6
1951 d/ 901.9 969.8 (1874.7)

a / Compiled from the Wheat Situation, U.S.D.A. Agricultural Marketing
Service, (February 28, 1955)e

b/ Includes small imports; not a direct summation of carryover and production,
c/ U, S. procurement for export. d/ Preliminary.

h/ Some indication of the possible effects of price supports on the wheat
industry may be drawn from the study of Gray, Sorenson, and Cochrane,
op. cit. pp. 86-8?.
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This, then constitutes the current national pfoblem rélative to wheat
production, Héw may the surplus be reduced or held %o manageable size
without throwing the affected segment of agricultural industry intt chaos

or disrupting the currently accepted international economic ;elationships?

To handle the problem within the United States constraint of off-farm sales -

of wheat has been suggeéted. This merely places the onus of storage upon
the farmer. Although there may be ﬁore waste the surplus problem remains
since there is no strong force to limit production as long as priée
maintenance remains an integral part of agricultural policy. The Thited
States govermment has choéen to institute a direet means of production
control through wheat acreage-redﬁction, with a supported wheat price‘only
directly available to the production from the allocated acreage., At this
point the natienal problem generates a problem of direct concern to thg
wheat farmer in that he must decide how he will adjust his farm operation

to comply with the new constraints.,

Diverted Acreage Research In Montana

This problem of what to do with aereage diverted from wheat production

has been the subject of a study first initiated at Montana State College

in 1948, Briefly stated, the objective of the:study at that time was to
find out the_feasibility and cost of shifting wheat land out of wheat
production into alternative_uses. The reason for starting the invest-
igation then was the prospect thatla mounting surplus of wheat would either

necessitate an acreage control program or cause a decline in wheat prices.

R
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Progréss up to 195k4.--0. L. Mimms lists a number of possible alternatives in
the use of diverted wheat 1and.§/ He also discusses the obstacles which lie
in the way of satisfactory use of diverted acreage. First, he says,
farmers' Wlack of informationM impedes decision-making relative to acreage
reduction because they suffer uncertainty as to price levels and the dir-
ection of government policy. Secondly, wheat farmers lack experiepce with
other crops and livestock enterprises. Thirdly, many wheat farms lack the
water and pasture resources imperative for stock production. Fourth, theése
farmers face financial obstacles in the form of the investment costs required
for establishing new enterprises. Flfth, some areas lack adequate comiun-
ity facilitieé; such as schools, to permit year round residence on .the farm.
Sixth many farms are too small, a vital féctdr, perhaps under-rated. Mimms
describgs the critical factor here as Eeing that even without acreage
reduction many wheat farms are-so small that "pressure for survival is
greata“é/ Even a substantial resource diversion on these farms provides
inadequate land or other resources to support a worthwhile alﬁernative
enterprise. The seveﬁth and last obstacle listed is the prevalence of
tenancy., This creates obstacles to efficient use of divérted acreage be-

cause owner-operator agreements are rigid -and the contracting parties

5/ Mimms, O. L. "Diverted Acres in the West. - Some Farm Organization and
Other Problems," Proceedings, Western Farm Economics Association; (1950).

é/ For further details see. Rainer Schickele, YFarmers Adaptations %o
Income Uncertainty,® Journal of Famm Economlcs, Vol. 32, (Aug., 1950)
ppo 363=37k.
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resist change, while the location and size of rented tracts relative to the
operator's head-quarters are frequently unhandy.

Research up to 1950, reported by Mimms, indicated that increases of
sumerfallow (with some exceptions) to take up the diverted acreage con-
stituted one of the best alternatives, assuming that crop yields responded
asexpected. Other alternatives had obstacles such as probable administrative
controls fof barley and féed wheat, price and yield uncertainties for
crested wheat grass seed, significant added investment for cattle or hogs.

He indicated that considerable refinement of standards used in setting upﬁ}ﬂ
budgets was necessary and that c¢ontinuing research on the problem would;g;“
yield returns in more perfect knowledge. | .

However, interest in the problem remained relatively dormant during
the Korean hostilities, and the project was sidetracked. TIn 1953 Baker
re~-opened active consideration of the research when he revised Mimms' bud-
gets in line with then{current prices.7/ He pointed out that a 25 percent
reduction in wheat acreage would, if né adjustment were made to other useé
of the‘resources,_reduce net income on dryland farms by about 35 percent.
The feasibility of the possible alternati%?sgrelative to Mimms' results,
remained much the same income-wise except that the cow-calf enterprise

assumed a lower position due to decline in cattle prices. For all alter-

natives the level of income had declined since 1950 because product prices

7/ Baker, C. B,, "hat Are Alternatives for Reduced Wheat Acres?W,
Montana Farmer-Stockman, (July 15, 1953). .
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had remained‘stable or fallen off, while costs had reached higher levels.
Baker's work indicated that enterprise replacement possibilities are
largely limited to those which can minimize but not wholly replace the
ioss of income resulting from wheat acreage reduction.

In this connection thére is another course of action for which fhe

possibilities have been described by M. C. Taylor in a recent article.8/
He develops instances of economic situations-some of which would févor'COm—

pliance and others non-compliance with the acreage allotment program, as it

"exists for the current 1955 season. So long as the control legislation

remains permissive, as it is now, a farmer in his own interest (this however
may not be in the national interest)may decide fhat his best alternative
cou;d,be non-compliance rather than compliance. Currently this decision
would rest on the amount of over=-seeding and the farmer's anticipated wheat |
yield relative to "mormal® yield for his farm, as well as anticipations
regarding relative yield and price of barley in fequct to wheat. ;A ¢6h7
fingent factor would be availability of storage for any excess Wheat that .
might be produced.

Iﬁplications of research aiready published.--There is a rather general

ided that possible alternatives for specialized wheat farmers are Quite_
restricted. This may result from the long-time dominant position of wheat

which has tended to obscure recognition and acceptance of the altefnatives

8/ Taylor, M. C. "Wheat Acreage Allotments -= Compliance or Noh-compliance, ™
Montana Farmer-Stockman, (March 15, 1955).
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which are available, However examples of successful development of enter-
prises other than wheat can be found in wheat producing areas.g/

"A review of the work already done establishes thé fact that there are
many relatively unexplored alternatives which may temporarily reliéve tha
financial stress imposed by acreage restriction. In addition an e;tegsiqn
publication provides information and suggests uses for diverted aéfeage,
aimed not only at maintenance of income, but at indirect benefité such as
coﬁservatién and weed controlelg/ However in the light of the obstacles
listed by Mimms all the alternatives which may be proposed cannot be con-
sidered bﬁ all farmers faced with acreage.réduction. In fact it appears
that many will not succeed in finding a suitable alternative at ali.

It can be seen that the number of possible alternatives are nét . 5o
restricted, but the oppg?tnnities for developing them are. The implication
is that public and private research should be aimed at uncovering not only
all the possibilities that -are presented but also means of_circumventing'
the obstacles to their development. This further_impliesvthatvextension
services should be prepared to demonstrate how tlhose concerned can develop

their individual opportunities for adjustment'to new situations.

9/ The combination sheep and wheat or cattle and wheat ranch’ appears on

" all sides. The writer has observed a 5,000 acre wheat farm near Taber,
Alberta, from which turkeys have been marketed since 1946, reaching a
volume of 12,000 birds in 1953.

}Q/ Diverted Acres, Ext. Pub. Ag. = 26 (Revised), Extension Service,
Montana State. College, (September, 1953).
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Orientation of Current Study

Wheat acreage diversion implications for extension,--The application of

wheat acreage allotments forces changes to be made on wheat farms., The
extensive adjustments which have to be made may be best illustrated by
the remarks of O. L. Mimms when introducing a 1950 report on his study
dealing with the situation, He said:

"Under wartime pressures and later incentives wheat far-
mers in parts of the Great Plains and other areas extended their
acreage to the limit. Some continued good practices and kept
near the optimum amount of fallow., But others stubbled in a
lot of wheat. Several million acres of grassland were broken
and seeded to wheat, In total the increase was 30 million acres
--from 53,000,000 in 1942 to 84,900,000 in 1949. While I doubt
that we either shall or should cut back to the 1942 acreage,
some cut is inevitable and desirable. We may need 20 to 23
million fewer acres in wheat. The 1950 acreage is about 12
million below 1949. Specifically where the cuts will be is
one thing and where they should be may be quite another, But
we may be quite sure that the big portion of any major cut,
acreage and production wise, will be in the wheat country.

The Great Plains and the Pacific Northwest had about 80 per-
cent of the 1949 acreage. Most of the wartime and later
increases were here also--8l percent of the 30 million,

"The big increase in wheaf acreage is relatively recent
but many farm organizations are geared to the high level,

A cut back of 15 or 20 or 25 percent would not be simple,
farm by farm, and it would add up to one of the greatest land
use problems faced since the dust bowl and depression l930's,§l£/

Even without intervention by the govermment the surplus wheat site
uation would have necessitated eventual widespread ad justments among wheat
farmers.- The remarks above hint at’ other mal-ad justments such as land

abusée The need for adjustment of farm practice is reason enough to expect

11/ Mimms, 0. L., op. cit.
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the involvement of extension services in the problem areas, These circum=
stances suggest that there couidkewide—gpread opportunities'for worthwhile
communication between farmer and extension agent.
- In this situation adjustment probiems are seen mainly as those of
enterprise combination and organization. Decisions have to be made one
way or another. This should provide a target for extension work in farm
management, sihce wheat fammers may be susceptible to management suggestions
when failure to respond to the acreage reduction program spells a loss‘of
income, Here perhaps progresé could be made in introducing improved tech-

niques for resolving problems of enterprise combination on the farm.

Projection into objectives of current study.--The problem of surpliis whedt

production ﬁay long be with us. rQonsequenfly wheat farmers are motre and
more likely to.be found wrestling with problems concerning enierprise_‘
alternatives, If they can approach their problems in a systematic manner
and draw on any local features or individual circumstances which give £hem
an advantage, the resultant decisions should place them in the most favor-
able poéition possibie° Cerﬁainly the variation from farm to farm, in
‘possibilities for the use of resources diverted from wheat productibn,'is'
great epdugh that the solution can more easily:be found on an ‘individual
basis than on a group basis. Further it may be anticipated that other
problems will develop from acreage diversion. Perhaps there will result
from this a neeq(to provide single enterprise wheat farmers with additional
training in.how'bgst to cope with problems of enterprise combination. -This
thesis attempts to anticipate this need and suggest ways in which extension ‘

services may go about the job,
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Tpé work oflthis thesis becomes, therefore, not an effort to find
suitable alternatives, but a projection into the field of extension. The
enterpris;s suggested by this(study are likely to be useful to relatively
feﬁ farmers from the point of view of putting them into actual practice.
However, the work is developed only in part to be used as a guide for
those who may be best situated for adopting the altermatives consideréd.
Beyond this point the methodology is designed to be helpful to a larger
group as an illustration of a method of comparing'enterprise alternétives
of any kind that might be of interest to them. The main objective will be
to demonstrate how a selection may be made from>among the known alternatives,
thus ﬁroviding a tool which the extension workers may use in their eontacts
with wheat farmers.

Locale of study.--Alternatives may be expected to vary greatly over a

widely dispersed group of wheat farmers such as would be found in the

state of Montana., Previous work on this project has related to two main
"dryland! farming areas. These differed markedly in enviromment sg that
considerable difference in respoﬁse to acreage reduction might be éxpécﬁéd.
Consequently the area of consideration for this study has been confiﬁed

to the MTriangle® area. In order to reduce the scope of study still fur-
ther the ensuing budgets apply primafily to a relatively homogeneous group
of winter wheat farms concentrated in the inverted apex of the'so—called
triangle, It is within this environment that the reactions and ﬂeedé‘of

the farmer will be examined as a base for extension work.
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Description of study area;--}g/uThe area referred to occupies a large part
of the north cent%al érop repor£ing distriet and the northern portion of
the central district. Specifically the couﬁties receiving consideration
for comparative purposes arei Judith Easin, Fergus, Cascade, Chotéau,-
Teton, Pondera, Glacier,-Toole, Iiberty, and Hill. '

Iﬁ'the main, dry farm land in this central and north central part
of Montana vgries from level to gently rolling. The chestnut and bkqwn
plains soils are relativel& deep and generaily of loam to clay loam,i .
textures, Altitudes range from below 3000 feet in the norpheasﬁ part of
the area and in excess of 4000 feet in the western and southern portions.
At the higher altitudes the frost-free season averages as little as 105
days, although fqr the major part of the area the season will extend to
120 frost free days or more. The winters are shortened and moderated by
virtue of being in the Chinook belt, but the same windé for the baldhée
éf the year are detrimental since they are very drying and their tur-
bulence tends to 1ift the soil readily. Precipitation is most favorable
adjacent to the Rocky Mountains in the northwest and particularly in the
apex of the triangle rnorth of the Little Belt Mountains, where the average
annual precipitation is in the fifteen to twenty inch zone. ‘By contrast,
the northern base of the triangle adjoining Canada is in the ten tp

thirteen inch zone.

12/ Bolster, H. A. and Stucky, H. R., Montana's Agriculture, Montana Agric.
Ext. Service Bulletin 228, (May, 19L5).
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Type of fanning.—The climatic features, which are characteristically
extremely variable from year to year, have been mainly responsible for the
development of the predominant kind of agriculture in the area. Besides
climate, topography and soils generally favor a large-scale mechanized
system of farming. The altitude and latitude are within a range favorable
to cereals. Consequently, the predominant type of farm is the cash grain

classification shown in Table II.

Table 1l.—Number of farms by type of farm—selected counties of Montana.
19#. a/
Acreage in tio. of Farms type of Farm
County Farms and  and Ranches Cash Grain  Livestock  Other
Ranches
1000's IT T " ~T~
omitted
Judith Basin 860 190 53.5 1*0.0 6.5
Fergus 201*6 1203 1*5.8 36.7 17.5
Cascade 11*98 111*6 31*5 31*5 31.0
Choteau 2217 111*3 80.0 13.0 7.0
Teton 1227 1001 65.5 13.5 21.0
Pondera 817 688 77.6 12.1* 10.0
Glacier 1020 152 32.7 31*.6 32.7
Toole 1082 1*38 71*.2 12.6 13.2
Liberty 896 362 78.5 li*.9 6.6
Hill 161*1 959 60.9 22.1* 16.7
Total 13>301* 7882 1*653 1882 131*7
% 100 59.0 23.9 17.1

a/ Compiled from Federal Census, (April I, 1950).
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Precipitation is a critical factor for crop growth as demonstrated

indirectly by Table 111 which shows a high proportion of the arable land
,Table 1ll.—Main land use—selected counties of Montana, 1950» a/
Acres 1979
County Harvested Cultlvated Non-Cultivated Acreage
Cropland Summerfallow Pasture Irrigated
other than Woodland
% % % %
Judith Basin 19.6 i0.5 69.9 1.0
Fergus 19.1 .k 68.3 0.6
Cascade 17.3 11.k 66.3 2.5
Choteau 23.0 21.0 55.6 0.2
Teton 214.8 17.7 ko.5 8.5
Pondera 32.3 28.5 27.U 5.9
Glacier 13.0 7.6 76.2 1.6
Toole 19.0 17.7 63.3 0.2
liberty 26.3 26.3 k7.k 0.2
Hill 2k.6 26.U u9.0 0.2
Total Acreage 2,666,927 2,176,1467 7,k29,275 221,1149
% 21.7 17.7 60.6 1.8

a/ Compiled from Federal Census, (April, 1950).

cultivated for summer fallow in order to conserve otherwise inadequate
rainfall. Crops are favored which have a low water requirement. Those
capable of making maximum use of spring moisture and able to avoid mid-
summer drought have an added advantage. Also desirable are crops which

can to some degree protect bare summerfallow from wind in the fall and
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spring. Winter wheat succeeds best in relation to these determinants and
therefore is used wherever possible. However, the seasonally variable
nature of the climatic factors results in frequent -occurrences of unfavor-
able seeding and growth conditions so that harvested acreage of winter
wheat varies greatly from year to year. Table 1v shows that winter wheat
is not by any means supreme, and is definitely least predominant in the

Table IV -Cereal crop distribution—selected counties of Montana, 1953 a/
Acres Harvested 1953

Area County Winter Spring Barley
Wheat Wheat s Oats
Judith Basin 57,300 57,500 21,500
Central Winter  Fergus 130,000 106,U00 39,300
Wheat Area
o Cascade 153,200 36,200 19,600
Census
Area VI
<
Choteau 231,500 272,800 27,500
Teton b/ 122,600 108,000 3U,900
Pondera 39,800 175,500 U8,900
Glacier 8,800 63,100 87,300
Triangle  Northern >
Area < Spring S
Wheat Area -
Toole 12,U30 223,000 27,600
Liberty 23,200 206,100 5,700
VvV JtLII 6U,300 Uo7,600 19,500

a/ Montana Agricultural Statistics, Montana Dept, of Agric. s« U.S.D.A.,
(December, 195>i*).

b/ Preceding years, spring wheat acreage exceeded winter wheat acreage.
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‘dry northern -segment of the triangle. One of the reasons for this is that
the;lowef Precipitation levels experienced in that zone are inimical to
strong fall establishment and winter survi&al of fall sown crops. Some=-
times winter killing is attributed to exposure due to lack of énow cover,
Other reasons put forward are severe over-winter dessication in cold dry
soil regardless of snow cover, and lack of a@equate plant respiration \
when the fields are iced over for extended periods of time after a-heafy
thaw, Therefofes even in the mgsﬁ favorable locations, secondary re;iance
is placed on a less broductive spring wheat crop. Table IV illustfates,
if examined in conjunction with a generalized precipitation map of Montana,
that ‘the spring Wheat crop gecomes almost completely dominant in the driest‘
counties. On thé other hand, in rélatioh to winter and spring wheat in
‘these dryland counties, feed grains have Been’of minor importaﬁce dpe to
their higher water requifement and greater susceptibility to dFough£ when
gfoWn-oﬁ'dry land. However where somewhat more favorable moisture condi~-
tions exisf, such as are found adjacent to the mountains and in the best_

winter wheat areas, experience has shown that suitable varieties of these

crops can be successfully grown.
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PART II
THE PROBLEM AND HYPOTHESES
The Problem -

The farmer's 'point of view.——For the purpose of this study we are now con-

cerned specifically with those few thousand specialized:wheat farmers oper-—
ating in the winter wheat belt of cenfral Montana., It may be postulated
that the case of one will fairly well represent the situation of all because
of the environment underlying the development of a relatively homogeneous
group of cash wheat-summerfallew farms in tﬁe area, The problem thérefore
is nérrowed in the following discussions to the approach that any one such
farmer might take, . |

Confronted by a management problem, which in this case is one of
adjustment to an economic situation of administrative origin, the farm
manager finds himself in a situation where he has impérfect knowledge ;/@
How a farmer may behave in this situation is well described.bj Johnson and
Haver in their classification of five knowledge conditions summarized below.

They‘suggest that there are three levels of subjective uncertainty,
First 1is the inactive situation wherein ". . . the manager does not have
enough knewledge to be willing to take a contemplated action and he does
not value prospective improvements in_his knowledge enough to cover the

Tgost? of making such improvements.® The second level is the learning -

;/ Johnson, Glem L., and Haver, Cecil B., Decision Making Principles in
Farm Management, Kentucky Agric. Exp., Sta. Bull. 593, (January, 195_7,
DPo ll=13. ,
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situation which is ", , ..ohe?in%which?ég%erson's knowledée?isﬁhot'complete
-eﬁéugh for him to be willing to- take a contemplated action but in which he
values improvements in his knowledge more than the cost of making such
improvements."® The third‘level is the forced action situation wherein a
farm manager may be ". . . forced by circumstance to take a contemplated
action even thoughihe does) not know enough about it to be willing to do so."

* Then there is the subjective risk situation in which the manager ", . .
.does not see the probable results of a contempiated,action perfectly but
nevertheless has enough information to decide whether to act or not to act;
further he is willing to accept the conseguences of this decision and ac-—
tion." Finally there is tﬁe subjective certainty or apparently perfect
knowledge situation in which the manager's knowledgé"&.. » becomés nearly
enough perfect for (him) to operate as though (he) had perfect knowledge .

The imposition of a wheat acreage reduction program involves each farm
manager in a seguential decision-making process relative to the successive
stages of knowledge in which ﬁe finds hirﬁéelf° The menager of a wheat farm
first has to €ind oub if-the regulations will apply to his operation. - In

other words: he must learn’ somethingtabout the program or suffer the conse-

quences. of not complying:ﬁith the constraints it implies., Ifrhe finds that

the provisions exclude.his “type of operation he may permit. himself to relax
. . { -

. into an inactive role regarding the program provided he plans to continue

'his accustomed practice, If,:as in the case of the winter wheatnproducer

und.er"di'sc{xssi'on9 the administrétive regulations apply to his oﬁeration,.he

is faced with a further learning process before he can take appropriate
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-action, He'will'want to learn what the conseguences of non-zompliance will
be, He will want to learn what demands compliance will impose upoé him, |
This then reguires still further kndwledge, in the form of appraisal of the
production alternatives available to him, in terms.of their rela tive advan-
tages and dis%&yantages in the use of resources diverted from wheat pro-
duction. Om this appraisal depends his decision as to what action to take
in the present situation. ge still must learh how to accomplish the desired
action effectively. |

" For any wheat rancher this decision cannot-await indefinitely the
welghing of pros and cons growing out of the learning process. The ad-
vancing seasons sooner or later place him in succeeding forced action situa=—
tions whether hé thinks he knows well enough or not what alternative he
might best adopt, He finds that commitments should be made, such as for
a supply of seed'Whiéh then should be planted at the opportune time to
ﬁake a Crope .All the attendant chain 6f operétions invblved in his farm-
iﬁg system must be consummated in their turm. How then can this manager,

before he reaches these forced action positions, go about making the dew

terminations necessary to reveal which of the alternatives known “to him

~may best suit his individual circumstances? 2/

g/ Here also are implications relative to the flexibility of the farmer's
plant or his ability combined with the capacity of the plant for con-
summating changes of organization as new information is forthcoming. As
Castle says "Since it is recognized that complete stability can never
be achieved an entrepreneur may desire an organization that is capable
of rapid change.® 3ee Castle, Emery N., Adapting Western Kansas Farms
to Uncertain Prices and Yields, Kansas Tech. Bul. 75, (February, 1954),
Peo 109 . )
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The extension worker's point of view.-=The extension wrker’s objective

will be to prov1de the farmer with a method for maklng the best selection
possible among the available alternatives. He will de31re to do this
without actualiy making any choices for the farmero The problem is to
‘get fhe farmer launched in a learning process that will result in his
reaching definite conclusions about the alternatives in relation to his
own epecific environment. On the basis of these conclusions the farmef
may be encouraged to make his own decisions as to choice of enterprise and
manner of organization of resources, prior to finding himself in a forced
action situation, Even if the extension worker cannot reach this objective
he should consider that any learning he can stimulate would increase the
probability that the farmer could make tHe right decision when in a forced
action positicne

A'better'eomprehension of the extension worker's task may be il]us-

trated by the following quotation:
"Today's counn& agent must not only understend the farmer's

needs, but also what motivates him to make decisiens. The pro-

cess of accepting new practices has always been a slow, tedious

one, The four basic steps thefarmer invariabily follows have

been well outlined by EBugene H, Wilkening, associate professor of
- rural soclology at the University of Wisconsing

WFirst the farmer must hear about the practice before he can
proceed to make up his mind about it. - Second, before deciding
that the practice is a 'good idea', he must learn enough about it
to see that its merits outweigh the merits of ex1st1ng practices
and the costs, labor, and 'trouble' involved in putting it into
operation. - Thirdly, the farmer must obtain the specific infor-
mation needed to try out the practice on his particular farm.

~
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WFinally,'after trying the practice, its complete adoption

‘may .depend upon his understanding the reasons for any Tailure or
problems: that  6cecurred in-the initial trial." 3/

The practices referred to here are physical production pechniqueS'put
, into action following relevant fafm management deciéions° However, the
reasoning is-applicable to the practice of -farm management, too. Will the
method proposed for problem solution motivate thg user to make decisions?
Will écceptance of the methodology speed up deciéionwmaking activity? Does
the methodology satisfy conditions of comprehensibility and facilit&‘of use
which will "sell" it well enough that it will supersede existing decision-
making processes? Does the method previde enough information that the
farmer can try it out succeséfully? Will the reasoné-for any failu;e be
sﬁfficiently clegr fhat the method itself will be exonerated? It is the
success with which a method satisfies such questions, that détermines
whether the method proposed as an exfension tool in farm management is

efficient or not.

The research problem.—-The problem of this thesis is to develop a method of

enterprise selection by which extension workers can demonstrate té farmers
how they may go about resolving on~the—farm'choices between alternatives.
The method settled upon will need to satisfy several condjtions already

touched upon. Has it the'simplicity'required to be readily comprehensible

and'demonstfable to farmers? Is it adaptable to the Various.situations

" 3/ Berg, Gordon L., "In Summing Up," County Agent and Vo-Ag Teacher,
Vol. 10, No. 6? (June, 1954), p. L8 ”




=35~

present in the preblem area? Does it prepare the budget user for making
those decisions which will initiate a line of action likely to be ﬁost
suitable for him in his particular environment? Qoes it permit extension
consultants -to-participate in a problem solving program, yet avoid specify-

ing the choices to be méde?

Hypotheses

Hypotheses relative to the reaction of farmers to the problem situation .-

The hypotheses offered in this section are advanced because it is felt that
‘théy illuminate subsequent parts of this thesis., However, these may be
considered as little more than conjectural assumptions,.partidularly since
no direct effort to test their validity is anticipated for this study.
Unless a method‘of attacking the problem is brought to their notice it
is expected that many farmers will take the easy way out and make a decision
at the moment when they are forced intp action. Each farmer's decisipn may
be based on his hunches at the time, ﬁhe way he feels that day in the light
of any past experience he may have relative to the problem, or on any in-
formation that méy have so far come his way which he thinks has a bearing
on what he should do. He will, however, have no rgal reason- to expect
that the immediate solution will prove to be the best one for the production
‘period involved.,
There will be other farmers who will acknowledge that a problem situa-
tion exists and make a systematic attack on it. A fafmef in this positiqn
will attempt to foresee.or learn the probable results of certain lines of

action and plan his operations accordingly.
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It may be expected that even without a systematic way of'attacking it,

the farmer's problem will be solved sooner or later either by his own

logical reasoning as he gains experience, or by the propititious promptings

of succeeding forced action decisions, or by asking someone else (perhaps

the government) to solve it for him.

Hypotheses relative to the research problem.-=It is thought that among the

methods that might be used to select between alternatives a budgeting pro-
cedure will best fit the requirements of this case. First of all, it is
considered to have a degree of simplicit;} which will make it more compre-—
hensible to farmers than other methods, For this reason it is anticipated
that it will be useful as an extension aid in demonstrating'how:enterprisé
éelection may be undertaken., It is thought that these characteristics
will makg the budget method of dealing with the problem useful £o larger
numbers of extension persomnel and farmers than less easily understood
and demonstrated means of enterprise selection. This suitability for

extensive distribution is desirable to allow for due consideration being

~given to the specific environment of each farm and the alternatives avail-~

able to its manager.

Secondly, the budget method is thought to offer adequate preparation
for decision-making on the farm (at least relative to monetary consider-
ations), even though it'may not provide as clear cut results as may be

forthcoming from other mefhods. In this regard it is expected that the’
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use of budgeting on a wide scale will increase deliberate decision-making

activity .andireduce forced action decision-making, both for the individual

and in an extensive area-wide senses
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PART III
ATTACKING THE PROBLEM

The Farmer's Approach

Unsystematic - forced action.=«$he single enterprise winter wheat farmer

' faced with an administrative order calling for acreage reduction may
approach his problem without system, adopting a "wait and sée” attitude.
He may recognize that compliance will mean finding some oth‘er'use for a
part of his land, and that,ﬁon-dompliance will result in an unattractive
price for his wheat. On the other hand'he'wiii have no diverted acreage
problems. However, at fall seeding time he is not compelled to make a
choice as to whether to overseed or not since tompliance may be éut off
until a later date. There is also the possibility that acreage overseeded
may be reduced by winter kill to the requi¥éd level for compliance. Fur-
ther decision may be postponed until spring;sééding time arrives., At this
time he will hav% to select a crop for what land is still unseeded or has
been winter-killeds; But for what acreage is still ovér-seeded to wheat

he has athoice of re-seeding to some other crop or remaining out of com-
pliance until the final permissable date. If through indecision at this
point he does not spring-seed all the land that is required to be diverted
- to qualify.for compliance, he will Tose the spring seeded grain thatlﬁight
have been harves@gd/%rom the ovg;seeded acreage, or-run the ?iék.of loging
money by having to.éccept.themlower.réiurﬁs implied by the-non-compliance

penalty.
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The fammer who approaches his problem in this way passes from one
forced action position to another, solving his problem more by a default
process than by any design. At any poi;t of decision he may have very
JAittle idea as to whether the course of action he settles on should turn
. out better than the other alternatives, He probably will tend to take the

course for which the result appears most certain at the moment,

Systematic.~-0n the other hand the farmer who follows a systematic approach
“to hiS'problems will settle down and make some calculations by which he may
be guided in-decision»making.‘ He may end up by following exactly the same
program as the farmer in the previous case, exéept that he knows ahead of:

time what he plans to do and can make preparaﬁibns for his actions. He
)also may be fairly Weil assured from his own estimations that his course
of action is the best one available undér the ¢circumstances. His primary
concefﬁ may be assumed to be a maximization of net income from the resources
at his command;'or in the current problem situation a minimization of the
"loss® he anticipates-from a reduction in wheat acreage or non-cémpliancé
penalties,
| - If he remains out of compliance the diveérted acreage is no problem.
If he is in.coﬁpliance‘he has diverted acréage to utilize.andmundgr-
. employment of equipment and laber to considérfj His first move may be

to cast around in search of a suppleméntary crop enterprise which will

-

employ these resources profitably., He will attempt to select one which

will compete to a minimum degree for resources required for the wheat
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enterpfise. Such an’enterprise would be least likely to disturb the

established routine of his farm operations and his off season activities.

This constitutes a stop-gap kind of solution to his problem.

He may consider a second broad alternative--that of integrating a

complementéfyhsubplementary livestock erterprise with his farm organization.

Complementary use could be made of diverted acreage érops as feed inputs

for livestock, $upplementary use could be made of unemployed resources
Iivestock could utilize vacant land for pasture, off-season labor, and

unused facilities such as buildings and watér. But competitive aspects

¢

of the livestock énterprise would need to be considered too, since these

would offset the gain accruing from the supplementary use. Competition

would be likely for-the use of labor in busy periods, for the use of

capital and management, for the use of otherwise saleable feed, and for .

leisure time,

In planning his course of action and in order to arrive at the neces-

sary decisions the f armer would balance oné'a;ﬁernative against another

relative to the criteria he was usinge To compare anticipated performance

of alternatives relative to income considerations the method he may be

expected to use is a budgeting technique., Other comparisons such as com=

petition for labor he might assess by outlining the prospective operating

progréms, but more than likely he will make the comparisons mentally.

he makes a choice he will be free to commit himself to,certaiq lines of

Once
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action, His systematic approach thus permits a relatively less complicated
attack on the problem and provides some kind of solution upon which he may

perhaps be able to rest with some confidence,

The Extension Worker's Approach

Faced with the problem of helping thé farier make an adjustment to the
diverted acreage situation the extension worker would likely try.to visual-
ize himself in the farmer's position. In ordér to do this he would find if
necessary to thoroughly familiarize himself with the environmental character-
isties of the area. Then he would make an effort to look ahead and devise
a profitable plan of operation that would best fit the anticipated circum-
stances. He might at this stage seek information relative to the problem
from whatever research services were available. He would systematically
study the alternatives in order to elimindte those that were unsuitable and
learn what possibilities existed for favorable combinations. But the
farmer's knowledge of his own situation and objectives dre specific to his
own case and less well known to the extension person who will for this
reason only try to demonstrate how the farm bperatpr may systematiéally
appraise the alternatives Whiéh lie before him., Taking income maximization
or loss minimization as the goal he will almost surely outiine a budgeting

attack on tﬁe problem which may guide the farmer to a solution9

The Research Approach

A research worker is in a detached position relative to the problem

on the farm. The concern here is to lay out a methodology by which an
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extension worker could demonstrate to farmers the value of a constructive
analytical attack on the problem of selécting an alternative. The method
needs to be one that farmers can use as well., The objectives of +the
research worker will include a desire to provide a method that is capable

of producing a solution for each farmer which #ill be at or near the

_optimum point of production for the combination of resources applied.,

This would provide a contribution to farm efficiency which is bound to be
diéturped,by the application of acreage allotments to farms which have

achieved any degree of equilibrium.

Technical methods.--Because of an interest in the farmer's point of view and

in order to get a method most adap%able to His use, some form of budgeting

is indicated. However, before proceédiﬁg with a consideration of this

‘method the research worker would study the possible alternative methods

for clues that might improve his anélysis By illuminating strong and weak
points of the alternatives. He might consider using a statistical technique
such as was employed by Darrel F. Fienup ih détermining the relative pro-
ductivities of ce;tain faétors of .production on dry-land wheat farms. 1/
Fienup fitted a mathematical equation to his daba which indicated wvarious
points on a proéuction surface. By holding one group of variable inputs

PP k
(resources) constant he was able to measure the elasticities of output with

1/ Fienup, Darrell F, Resource Product1V1ty on Montana Dry-land Crop Farms,
Montana State  College” Agrlcultural Experiment Statlon, Mimeo. Circular
No. 66, (June, 1953),
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respect to other resources segregated as independent variables; The per-
centage dollar return per dollar of input indicated the productivity of
that input. Just how this method could be &pplied to the problem at hand
concerning the productivities of enterprise combinations is a matter of
conjecture. Possibly, since a large part of the resources on the farm
would be constant whether used or nbt, the income from the different enter-
prise combinations céuld be expressed as a function of the:receipﬁs of
each eﬁ%erprise less the particular direct expenses associated with it.

@nothezrmethod that might be considéréd is a mathematical device
commonly called "linear programmiﬁg." It is a form of Mactivity analysis®
the use of which is well illustrated by James N. Boles as he proceeds
to determine: the optimum resourse allocations for farms faced with cotton
acreage reductions. g/ Essentially his method consists of so érranging his
data that he is able to set down the per acre resource requirements and net

cash return of each alternative enterprise segregated as a linear process

-yielding constant returns and having perfect divisibility of all inputs,

The mathematical computéfions involved in the linear programming téchnique
can then.be used to detemmine which combination ofienterprises would yield
the highest net revenue within. the restrictions applied,

Contrasted with these two teechnical approaches to the problem; the

bu&get method of analysis is relatively simple in its mechanical aspects.

g/ Boles, James N.; "Linear Programming and Farm Management Analysis,®
Journal of Farm Economics, Volume 37, (February, 1955).
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Actually, the method, although widely used in research, may really be
regarded as more of an extension tool since it is based on assumptions and
represents expéctations rather than facts. It consists of a relatively
easy accounting procedure setting forth the inputs and outputs of each
enterprise combination over specified time periods. <Comparisons are made
on the basis of the'nét farm'incqme indicated, using estimated values
thought to be most appropriate to the situation considering past experience

and anticipations for the future.

Appraisal of alternative methods.--The Limitations of the three methods men-
tioned are clearly compared by‘hichard A. King. 3/ The budget method com=
pares each alternative as it exists at one specific'foint on its production
surface. The main weakness here is that the point of comparison may not
coincide with the position of optimum production for that particular combin-
ation of inputs. For the statistical approéch, a sampling of a wide distrib-
ution of the various possible combinations presen£ed by the production sur-
face with a resultant ;elatively large number of observations is desirable in
order to make possible the fitfihg of a mathematical equation to the data.
From this,. one may progress by calculation to determine an optimum point of pro-
duction. This technique impliesa forecast on the basis of past e‘xperi.ence'z, acon-

cept not entirely in keeping with this study which is concerned with alternative

3/ King, Richard A., MSome Applications of Activity Analysis in Agricultural
Economics,® Journal of Farm Economics, Volume 35, (December, 1953).
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combinations that may not have been tried ppipr to the imposition of wheat
acreage controls, The linear programming technique assumes that each pro-
duction process or alternative combination méy be expressed in linear fomm,
that is, the input-outpub ratios are conistant. Also-it is assumed that
iﬁputs which ére left free to vary are perfeéctly divisible so that thel
production function may be continuous in nature., Further the aifferent
processes (enterprise cémbiﬁat%ohs),which are to be combined need to be
additive or amenable to non-conflicting simultaneous development. One has
to assume that a marginal production surface does not éxist-nat least in
so far as diagrémming'is concerned,

Which of these methods is séiected for the analysis of any problem
depends on the data évailable for ﬁse and the kind . .of probleﬁJto be dealt
withe. fhe statistical technique in thisg case is ruled out because the
ﬁecéssany observétions have not been made undér an acreage control situation
in the wheat producing area under consi&eraticn, nor does the problem at
this point appear amenable to solution by this method. In any case the
method can hardiy be considered suitable for use by a lay farmer who is
not éS'well acquainted as the research worker with the réquirements in
mathematical computation, the segregation of éndependent variables, ahd
the significance of tests of reliability. For the linear programming
apprééch some of the same arguments may be used. First~of‘a11, data for
the solution of a specific case have not been brought together, and secondly

the,meCHaniés of ‘making the analysis are not understood by the operators of
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farms into whose hands we wish to place some method of making a decision
relative to the selection of alternatives.

Linear programming permits arrival near a point of optimum solution -
desirable from the farm efficiency stand point. However, this optimum
ié rigidly constrained by assumptions of linearity and divisibility,
especially where processes are delineated which may lack these characﬁer-
istics except for short sections of their production curve;s° Jdo. D. Shaffer/
argued that most data emanating from the wofk of physical scientists is
particularly suitable for linear programming since the great body of
research aone by experiméntal methods in égronomy, animal industry, and
so on, deals with discontinuous seéments (of production curves) which taken
alone display con;iderable linearity. E/ Howéver, the very fact of dis-
continuity denies reasonable extension By extfépolabion. Actually insuf-
ficient observations and extensions of experiments have been made, as a
rule, to display the marginal characteristics of the whole prodﬁction
functions involved. Shaffer also points out that linear programming
approximates the way in which farmers make deciéions since they do not
consciously include marginal anaLysis in their considerations., However,
in order for a fammer to use this method a great deal of work would have

to be undertaken in the preparation of tables and propedures for him to

&/ .Shaffer, J. D., "Discussion of !'Use of Economic Models'®, Journal of
Farm Economics, Volume 35, (December, 1953), ppes 8L9-851.
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follow. Consequently, in the interests of simplicity and free understanding
by lay users these two methods are abandoned for this study and we return to

a consideration of the budget method.

Appraisal of the budget.--Generally speaking, farmers might be expected to
shy away from mathematical or statiétical aﬁpfbaches to their problems,
However, as intimated previously, many farmers are.familiar with budgeting
in some fOrm“énd they put conéiderable energy and thought into the process.
It is a part of Whétever native ability and know-how they have for farming
or ranching. Any decision they make will réquire some balancing of pros ahd
cons, particularly those which have a finanéial impact., The more systemaﬁic
operators will reduce their deliberations to some kind of a balance sheet.
Even without this, the mental budgeting processes engaged in will leave
decision-making impressions in the minds of the operators. “Their economic
considerations will involve comparisons of past or anticipated expeFiences
such as market prices, costs of production, and rates of yield, which are
readily segregated. These same items;with others which are less obvious
enter into the more formal budgets set up by thé‘professional analyst. Here
" then is common gfound on which the farmér and farm management specialist

can meet.

Ihe budget method of analysis has a simpliéity adaptable to the illus-
trative purposé of the work siﬁce a solution to a specific case is not
sought. What is desired is a guide to the manner in which the manager of
any specific farm might array the information availablé to him. He is not

so concerned with an optimum combination for the different possibilities,
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but with the best fit possible under the definite regidities which his own
case presents., There may be only a relatively few points at which he can
produce due to limitations of his equipment, &creages and kind of land,
availability of labor, and so on; With these rigidities in mind the con-.
strucfion of a perfinent budget should demonétrate effectively the merits
and demerits of the alternatives under consideration.

The budget itself may cover the whole farm operation; or if desired
may be drawn up to deal with a specific phase of the organization, This
contrasts with the tendency for an all-inclusive approach implied by éta-
tistical or lineér progrémming methods. It would appear to be easier to
introduce variations into the budéet thdn inté these systems in order to
simulate conditions produced by changing etonomic enviromment. However,
this simplicitj does not make the method aﬁy more accurate. Data need to
be refined to as high a degree as for other méthods. Small-misQestimates
in basic data may be so significant budget-wise as to distor£ conclusions
seriously so that the problem of setting up satisfactory‘standardé of

tolerance is a serious one.

Use of the budget.--For this problem the budget is to be used for com-

paring enterprise alternatives as a step towards the selection of an
enterprise for cémbination With'ﬁinter.wheat production. - The character~
istics of the alternatives to be compared are appraisedlaccording to the
effect on the budgets as the different enterprises~;r resources are
substituted. The basic budget need be changed only for those items for

which variations are attributed to the substitution beiné made.
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For farms in the central area of Montana specializing in wheat produc=
tion the basic farm organization is built dround a single enterprise crop A
produétion éystem. Prior to the introduction pf acreage controls enterprise
alternatives were not a matter of concern. Any budgeting necessary might
have revolved around resource alternatives such as use of fertilizer,
varying production techniques, additions to equipment, and chahges in
financial structure. Relatively simple changes, in produption rates, and
cost and inventory”figures5 where‘applidéblé, ﬁoﬁld have revealed in short
order the probable effects of contemplated chénhges, °

With imposition of wheat acreage reductiocn, the budget must take
account of an additional factor, either the présence of idle acres or the
combination and balance of an additional enterprise or enterprises, The
budget needs an extension in the form of an operating plan to provide a
méans of appraising timing in the'use_of'resources for which the ente;prises
might be competitive. The assessment’ of possibilities will remain fairly
simple if tbe introduced change is an aéditional competiti%e cash crop or
crops, requiring only appropriate alterations in the different sections
.of the bééic budget.

However, if the contemplated alternative is of a <omplementary nature
the changes necessary in the budga£‘become more complex, Products may not
be simply sold for cash but may re-enter the production process to emerge.
as an altogether different saleable product. There will be cash costs for
one enterprise with no off—setting cash revenue, while these intermediate

products assume the nature of non-cash costs for dependent production
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ﬁrocesses which result in cash yielding products. The budget may need to
be extended to take into account a longer period of time th%n a single
crop production period. if the complementary enterprise involves the add-
ition of liveéﬁock a section"éetting forth the livestock production system
needs to be added, with corresponding extensions te the marketing or dis-
position'section and cost and inventory sectiops of the budget.,

To achieve efficiency, the combination (in the budget as well as in .
practice)’ fheﬁ has to be brought into a bBaldnte which will allow for
utilization of all intermediate unsaleable products. This balancing
requifes detailed knowledge not only of antiéipated prbduction rates but
of such things as nutritive values and consumption requiremenﬁs. Finally,
accurate information about marketiné the proposed products is desirable in

order to assess the overall return of the proposed'combination.as it com=

pares with possible alternatives.
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PART IV

ILLUSTRATIVE BUDGET SUMMARIES

Synthesis of Case Farm Model

Examination of Tables II, III,and IV 1/ indicates that the predominant

type of farm in the dryland farming area under consideration may be typified

by a single enterprise extensive wheat producing unit. The normal size of

such a unit.is more. difficult to visualize since the average farm acreages
which may be calculated from Table II are enlérged by an indéterminate
-amount through the inclusion of livestock ranches. 2/ There are, ‘however,
two additional sources which give a better idea of thezgctual size of the
grain farms in'Ehe triangle area. In the initial stages of research on
this.prdject, sixty recoré% of repqggepﬁative farms_ﬁere secured in 1949,
of which twenty-one were operating with normal dryland practices and had

less than ten head of livestock as well as ro irrigated land. However,

the averégeJacreage for this‘small'SaMﬁié may be distortéd by the extremes

of the féngéyéovéféd. ‘Perhaps a still better guide as to size of'ﬁriaﬁgie

wheat farms .is the.l9h§_ag?iculturél census master sample of dryland crop

farms for census -area VI. It indicates in. its classification (five classes

from ome-half section or less to two sections or more) that no size group

contains a significantly greatér number of farms than any other, with the

1/ Refer to PartI pages 26, 27, & 28,

g/ For the ten countles listed in Table II (page26) the average size of
all farms and ranches was. 1688 acres in 19SO°
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possible exception of the group with 300 to 600 acres of cropland. Consid-
sring these sources, and on the basis of observations in the area a typical
farm was thought to be one which might have about eight hundred 3/ cropland
acres and about half this amount of unused land. Table V sets forth these
figures. Total acreage in the case farm appears disproportionately low due
to the smallness of the figure for waste land, which is held down so as to
avoid consideration of livestock as part of the original farm organization.
Percentage summerfallow for the tiase farm also diverges from the composite
averages for actual farms since some do not always adhere to the half fallow
system.

Table V.—Average dryland wheat farm acreages in the triangle area, accord-
ing to source and date.

_ Total Total Percent Acreage
Source of Size Data Acreage Acres Summer--  Waste or
in Farm Cropland fallow Pasture
Census area VI-21 farm
survey records-191i9 1169 »1281 ur.7 188
Census area VI-181 wheat
farms-census master
sample-19L5 1357 672 13.2 685
Synthesized typical case
farm 1160 800 50.0 360

2/ Myrick, D. C. and Anderson, R. L., in preliminary tabulations from ACP
Listings sheets for 509 wheat producing farms in seven sample commun-
ities of area VI found in 1955 that the average size of farm was 1180
acres with Slit acres of cropland.
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Further characteristics) of this farm were then assumed. First,because
of the prevalence of rented land in the area, it was considered that the
unit would be more representative if 300 éf the 800 acres of cropland were
secured by lease, yielding ohe—third of the crop as rent. In line with
conditions generally existing in the area, it was calculated that an aver-
age 10 percent of the seeded winter wheat. acreage would be winter killed
annually. Usually this acreage'ﬁpﬁld be re-seeded to spring wheat. It
was assumed that the farm would be located in an area in which it was
normally feasible to seed all the summerfallow to winter wheat.’ The erop-
ping system was assumed to be one in which wheat and sunmerfallow Weré
alternated, with no stubble land being seeded. Thus, 40O acres of crop .
would be seeded each year; of which 150 acres would be on rented land., As
indicated, the farm was assumed to carry ne livestock, nor have facili?igs
for accommodating livestock other than an adéquate water supply and perhaps
some nondescript unused buildings. A single line Qf owned farm equipment
" was assumed to be present and adequate to accomplish all the tasks of the
.grain farm in a timély and efficient manner. The:farmer and his fémily.
Wefe considered to be year-round residents on the farm,. capable of handling
the year!s operations with the help of a man hired during the rush dropping‘

seasons.

Sources of Data

The main source of ddta is the series of budgets devéioped by previous

workers on this project. In these the inventory véluations of investment

FEVIEN
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in land, buildings, and machiherygas well as costs of opération;had been

worked out on the basis of the survey material collected in 1949, For
these basic budgets the ﬁrice information was relevant for that periods
From.time'to'time as the study progreséed, various items entered in these
budgets ﬁere'adjusted according to fhe‘contemporary index level for that
item (1910-191L = 100)., This permitted an easy method of by-passing
re-calculation of the inputs from year to year. However, the passage of
time and then the introduction of a new base period (1935-1939 = 100) into
the U, S.'ﬁ, A. "Farm Cost Situation® L/ made this practice less satis-
factprya Consequently members 5/ of Production Economics Research Branch
éooperating in this project re-worked the basic.computations in line With
1955 prices. - To avoid unnecessary duplication of work a number of these
budgets are reproduced herewith., The yield data.used are approximations
of the average yield expected in the area as drawn from statistics of the
Crop Reporting Service _/° Tt is. thought tﬁat fhe prices used for market-
able products are those which may be aﬁticipaiéd during the 1955 season.

Data hasic to the turkey enterprise budget which is original with this

i/ Farm Cost Situation, The, U. S. D. A. Bureau of iAgricultural Economics.
5/

Andersoﬁ, Re- Lo and Myrick, Ds Co, Production Economics Research Brand,
Marketing Service, U.S.D.A., Montana State College, Bozeman, Montana.

é/ Montana Agriculburdl Statistics, Montana Department of Agriculture
Cooperating with U.S.D.A. Agricultural Marketing Service, Vol. 5,
December, 195l
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thesis was drawn from publications of the Powltry Department 7/ and

Extension Service 8/ of the college.

Basic Budgets

Triangle area wheat faim without acreage restrictions.-~9/. This is budget I

showing the organization, costs and returns that might have been basic for
a farm similar to the model being used in this study. This assumes unre-
stricted wheat acreage and marketing, but a wheat price at the support level
anticipated for 1955, ﬁndérlsurplus';onditions this is an unrealistic con-
dition which reflects a past situation but in no way repreéents the present
or known future., This Bﬁdgeﬂ, therefore, does not illustrate a situation
with which eother alternatives should be directly compared except in so far
as it feprésents a goal in level of net farm income which it ié hoped the
returns of these other alternatives may approach. However, Budget I is
basicito the dévelopmeﬁt of subsequent budgets because it incorporates all
that is known about the case farms Here we have inventories of acreages,
current organization, investment in real estate and equipment, and expenses.
These latter are developed directly from past experience as represented

for instance by farm accounts and survey material. From this known base,

projections into the unknown can be made by ensuwing budgefsa

7/ Halbrook, E. Re, Beecklér, A. Fo,, and Smith, E. P., Tirkey Feeding
Reséarch, Montana’ Agrlcultural Experlment Statlon, Bulletin 501,
(September,. 195L). - X .

§/ Cushman, Hariette E., and Welch, Dr. Howard; Turkeys in Montana, Montana
State College Extension Service, Bulletin 238 (Noveﬁ57r9 OLT) e

2/' See Appendix A for detailed development of Budget I.
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Budget | .- Triangle area wheat farm without acreage restrictions.

LAND USE AND CROP PRODUCTION

Crops & . Produc-

Land Use Acres Yield jqp
W inter wheat liCO 18.0 7200hi.
Spring wheat (li0) 13.5 5LOhi.
Summer fallow U0
Native pasture 325
Earmstead & waste 35
TOTAL 1160
CASH EXPENSE

Item Amount
Fuel, oil & grease $815
Repairs 91U
Seed
Seed treatment 32
Weed spraying lilU
Insecticides —
Fertilizer
Hired labor, 688
Custom hauling 2ii2
Supplies & misc. 315
livestock purchases XX
Feed purchases XX
Insurance 112
Taxes 32li
Interest paid 205
TOTAL CASH EXPENSE WilBI
INVESTMENTS
VallLue

Item Total Equity
Land $ 11900 $ 9917
Buildings & fences 5130 U275
Machinery & power 183U0 15283
Livestock XX XX
TOTAL $ 35370 "$29175

Disposition Cash Income
Feed Seed Rent Sold Price Total
XX Uoo 900 5900 $1,895 $11180
XX Ho- ~w ii33 1.93 853

$12015

FINANCIAL SUMVARY
Cash Income

Grain............... L | 12015

LivestocK..iiieiiciiienen, $ —

Other. e
Total Cash Income $ 12015
Total Cash Expense —$ UuUl8l
NET CASH Income $ 783k
Depreciation - $ 1728
NET FARM Income $ 6106
Interest on Equity @5.0 » - $ iVl
LABOR AND
MANAGEIVENT Income $ 1632

Depreciation

Ave. rate Amount
3.33 * $ 170
8p % 1558
i _
XX $1728
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Triangle area wheat farm with acreage restriction and diverted acreage

iglgo--lg/Budgét IT represents the'case farm operating under a 25 percent
reduction in wheat acreage with diverted acreage idle: Because the price
of wheat is guaranteed through compliance with a known:aqreage allotment
this situation is an alternative which provides a realistic standard With.
which other alternatives may be compared. This budget may be developed from
Budget I by a substitution process. The changes in the land use and crop
production section.follow as a matter of course the basic change from LOO
to 300 acres of wheate. The variable expenses can also be changed readily
in the same proportion as the basic change in wheat acreage, while fixed
expenses and the investment section remain unchanged, One featpré of
Budget II will remain constant through the ensuing budgetsg'this being the
acreages allocated to winter and spring wheat with the dependent schedules

of items relative te¢ production, disposition, and income from wheat.

' Budgets for Cropping Alternatives

Diverted acreage in barley.--This alternative, illustrated by Budget IIT,11/ .

1n the land use and crop productlon section requlres only one ba31c change
from _foregoing budgets. In place of 100 acres of Wheat or 1dle land9 as
the case may be, Lhere will be 100 acres of barley.- This crop, following

the establighed system, will be offset by 100 acres of summerfallow. In

m_/ -See Appendix A for additional detail on Budget II.

‘_;/ See Appendix A far additional detail on Budget III,
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Budget He—Triangle area wheat farm with diverted acreage idlee

LAND USE AND CROP PRODUCTION
Crops & Produc- Disposition

Cash Income

_ Land Use Acres Yield tion Feed Seed Rent Sold Price Total
Winter wheat 300 18.0 5L00bu. XX 300 675 1125 $1,895 $8385
Spring wheat T50T 13.5 LOSbu. XX 30 5i 32h 1.93 625
Summer fallow 300
Idle 200
Native pasture 325
Farmstead & waste 35
TOTAL 1160 9901C
CASH EXPENSE

Item Amount
FINANCIAL SUMMARY
Fuel5 oil & grease 9612 Cash Income
Repairs 686 GraiN.e e $ 9010
Seed - LivestoCK ..o $ —
Seed treatment ~W ~ Other......c............ $
Weed sprayin 311
|n5ectipcigesg Total Cash Income $ 9010
Fertilizer ]
Hired labor I W Total Cash Expense - $ 3lli9
Custom hauling 182
Supp”es & misc. 259 NET CASH Income $ 5861
Livestock purchases XX o
NET FARM Income | 1433
Interest on Equity @5.0% - $ Ilit?U
Insurance 112
Taxes 32h LABOR AND
Interest pa|d 205 MANAGEIVENT Income $ 2659
TOTAL CASH EXPENSE 93149
INVESTMENTS
It Value Depreciation
em Total Equity Ave. rate  Amount
Land $ 11900 9 9917 — —
Buildings & fences 5130 4275 333 * 9 170
Machinery & power 19340 15283 8% 1558
Livestock XX XX = mm

TOTAL 9 35370 929475 XX 91728
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Budget 1'11.—Triangle area wheat farm with diverted acreage in barley.

LAND USE AND (RCP PRODUCTION

Crops & . Produc-

" Land Use Acres Yield tion

Vinter wheat 300 10.0 5LO00bu.
Spring wheat (30) 13.5 LOS5bu.
Summer fallow U0
Barley 100 27.0 2700bu.
Native pasture 325
Farmstead & waste “ 3T
TOTAL 1160

CASH EXPENSE

Item Amount
Fuel, oil & grease * 815 |,
Repairs “9ll
Seed
Seed treatment 32
Need spraying lilL
Insecticides —
Fertilizer —
Hired labor 600
Custom hauling 268
Supplies & misc. ' 315
Livestock purchases XX
Feed purchases XX
Insurance 112
Taxes 32U
Interest Paid 205
TOTAL CASH EXPENSE *1207
INVESTMENTS
Value
Item Total Equity
Land 5 11900 * 9917
Buildings & fences 5130 U275
Machinery & power 183LO 15283
Livestock XX XX

TOTAL * 35370  *29175

Disposition Cash ,Income
Feed Seed Rent Sold Price Total
XX - 675 Ui25 *1.095 * 6385
XX 30 ~5T 32li 1.93 625
XX 125 '318 2307 .05 196]

J
*10973
FINANCIAL SUMVARY
Cash Income
"Grain * 10971
Livestock $ —
Other *
Total Cash Income * 10971
Total Cash Expense - $ li207
NET CASH Income *  6761j
Depreciation - $ 1728
NET FARM Income S 5036
Interest on Equity @5.0%- * lii7lj
LABOR AND
MANAGEVENT Income * 3562

Depreciation
Ave. rate Amount
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practice this organization should utilize the resources of the wheat Farm
to the same dégree that would be the éase of the unrestricted wheat oper-
ation, Oonsequently, cash expenses are considéréd not to differ greatly
from the situation laid out in Budget I However, changes in the operatiné

program will be necessitated by the spring habit of barley in contrast with

the winter habit of wheat common to the area;

Diverted acreage in énes&ed*Wheat grass for Seed.-=~Budget IV, on the facé
of ity indicates 1ittle difference from the precéding Budgets other than

in the distribution of diverted acreages However, this is a tip~off to
_the new factor which is involveds The previous budgets described situgtians
which weére flexible from year to year because..of the " annual néture of céreal.
crops. 12/ This budget is for 4 Tess fiexiﬁle siﬁuation because'the per=
ennial nature and growth habits of crested wheat grass require commitmenbs
of resources (chiefly land) for about two yesrs Before a cash crop can be
fealizedo Cornisequently in order to make this budget comparable with the
othefss the time element must be disregarded, It can then be assumed that
the budget represents a faym with the crested ﬁhgat grass enterprise in
lfull\pfoductiOn, Under these conditions variable operating expenses'fdr
.land work shiould be somewhat. less than for cefeal crops due to reduced
: summerfal1ow\énq seeding effort, This sdving ﬁill be partially offset by

the costs of harvesting a greater aci’eage° Again the opérating program

;2/ For discussion of "time flexibilityltsee Es Os Heady, Eecoromics of
) Agiicultural Production, and Resource Use,” New York, Prentice-Hall, Ircs
(1952) ppe 52L~525. ) :
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Budget IV.—Triangle area wheat farm with diverted acreage in crested wheat
grass for seed.

LAND USE AND GRCP PRODUCTION

Crops & . Produc- disposition Cash Income
Land Use Acres Yield “tion Feed Segd lent Sold Price Total
/Vinter Wheat 300 18.0 5400 bud xx 300 615 4425 $1,895 $8385
spring Wheat (30. 13.5 405 bu. xx 30 51 324 1.93 625
summer fallow 300
'rested Wheat Grass
-Seed crop 160 125#>0,000#  xx —5500k 173004 .15 2595
-New seeding 40
Mative pasture 325
Farmstead & Waste 35
TOTAL $1160 $11605
Item Amount
:uel, oil &grease $ 676
lepairs 731 FINANCIAL SUMVIRRY
seed Cash Income
seed treatment 24 Grain ..o L
Meed spraying 414 LivestocK ..ocooviceiiiicciie e
[nsecticides Other ..o
fertilizer .
Mired labor 466 Total Cash Income $11605
Custom hauling 182
supplies & misc. 302 Total Cash Expense - $ 421E
Livestock purchases XX
Feed purchases XX NET CASH Income $ 7387
Seed cleaning 692 Depreciation - $ 1728
Insurance 112 NET FARM Income $ 5659
Taxes 324
Interest paid 295 Interest on Equity fe 5.0% - $ 1474
TOTAL CASH EXPENSE $4218
LABCR AND
MANAGEVENT Income $ 4185
INVESTIVENTS
Item Value Depreciation
Total Equity Ave. rate Amount
Land $11900 $ 9917 —

Buildings & fences 5130 4275 3.33% $ 170
Machinery & power 18340 15283 8.5 % 1558
Livestock XX XX =

TOTAL $35370  $29475 XX $ 1728
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will have to be changedg‘particulariy in respect to digtribution of labor.
Marketing uncertainty will be introduced relative to quality (e.g. combam—
ination by quack grass) and a price which is not fixed, waevergli% is
thought that the uncertainty of securing a strong catch of the grass on
newly seeded fields will be mitigated by the capacity of the crop to pro-

duce high seed yields from thin-stands,

Budgets for Livestock Alternatives

The four livestock budgets to be presented have general features which
are similar, As in previous budgets all aré consistent in having the same
amount of land allocated to cash w@eaﬁ production. Diverted acreage is
utilized in the first two mainly for annual feed gfain production, in the
others largely for forage production. Crop production expenses therefore
remain within the range observed for the previously considered cropping
budgets. Crop cash income is reduced to %ha£ which is forthcoming frem
wheat alone,or little more. Three budgets out of the four contemplate
use of a hitherto unemployed land resource; the uncropped pasture land.

Farther chafacferistics common to these livestock budgets are the
addition of sections describing inventory, feed requirements, production,
and disposition of livestock. In each case the césh expenée section has
to take account of direct 1ivestock expenses. The investment sec@ion '
indicates required additions to real estate in buildings and fences and'%&?

working capital in equipment andlivestock. Each one of these livestock
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operations exhibits a diversification with some degree of inflexibil'ihy:";_y
which is not fuily reflected in the budgets. For the turkey and hog entere
prises commitments of resources fé; producing feed grain have.to be made a
year before the livestock product can be put out at a seasonable times TFor
sheep and cattle this delay in getting into full production may be even
longer relative to establishing an adequate for;ge production base. At the
same time consideration needs-to be given to the longer period required by
these livestock for breeding and growthse To'make the budgets comparable it
is assumed that the enterprise organizations dealt with have had adequate
time 6 develop up to the equilibrium positions concéived therein,

However, the writer realizes that this is an unrealistic approach in
view of the year to<year imposition of acreage controls which in effect |

demands flexibility of operation on an ammual basis, The implicatidn is

‘ that the operator would have had foresight enough to anticipate the acreage

allotment or else the current situation will persist through the production

periods necessary to bring the alternative enterprises into the equilibrium

;positions visualized in these budgets. A realistic treatment would involve

constructing a series of transition budgets to approximate the developmental

conditions anticipated for the preoduction periods intervening between the

__/ Contrasting dlver51flcat10n with flex1b111ty in the face of uncertainty
Heady says in part, “Dlver51flcat10n is mainly a method of preventing
large losses; flex1b111ty is more nearly a method of preventing the =
sacrifice of large gains. 'Flexibility allows for changing of plans as
time passescosssse'quick changes'! at a lower cost sactifitescosscoco .
turning points in time for redecisioncsscses® Eo 0o Heady, op. cite

Po 52ho .
| |

i




-6l

current stage and the equilibrium aimed at. Then comparisons could be made
on the basis of the aggregate results of each enterprise for the period -
under consideration. This study‘will not be extended to include this

approach,

Diverted acreage as a base for a turkey eﬁterprise.-nflh/ Budget Vis a

highly speculative projection since a number of unknowns and uncertainties
are involved. Regarding erop production, wheat is the mest desirable feed
grain for turkeys., Yelt under existing‘regulations it is required o be
grown on allocated acres, which are, for this series of budgets, restricted
to the production of wheat for sale., Consequently, a wheat substitute has
been sought such as millet, speltz, grain sorghum, or even hulless oats and
barley. Not enough is. known about the performance and adaptation of such
crops as turkey feed or for the area. Added investmént would be required
for. shelter and feeding facili%ieéaS'well as for equipment to grind and
mix feedo It is assumed that adequate cash reserves and/or jntérmediate
credit is available to provide these needs. Insofar as crop production is
concefned it is thought.th;t expenses will be the same as for all grain
operations. However, additional;;xpenses will accrue from the greater use
. 'of power equipment (truck, tractd;, feed grinder) in the déily tasks of
looking after the turkeys. Because tﬁe birds 1ikely will not appear on

tax rolls no change in taxes is contemplated. However, the three large

»

lé/ See Appendix A for. detailed development of Budget V.
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Budget Mo— Triangle area wheat farm with diverted acreage as a base for a
turkey enterprise.

LAND USE AND (RCP PRCDUCTION

Crops & ) Produc- DfgDOsiti on Cash nebrie
Land Use Acres Yield tion Feed Seed Rent Sold Price total
Winter wheat 300 18.0 5400 bu. 300 615 4425 $1,895 $8385
Spring wheat 130) 13.5 405 bu. 30 51 324 1.93 625
Sunmrer fallow 400
ETlet 50 1000# 50,000# 43000# 750d 5250#
Barley 27.8 556 bu. 461 25 70
Dats ~50~ 28.2 846 bu. 680 60 106
Native pasture 325
Farmstead & waste “ 35"
TOTAL TIW | &N1C
CASH BEXPENSE
Item Amount
Fuel, oil & grease $ 925
Repairs 989 FINANCIAL SUMVARY
Seed — Cash Income
Seed treatment 33 Grain. oo $ 9010
Méd spraying 362 Livestock. . . . . . . . ..
Insecticides — Other. . . . . . .. ... O S 7895
Fertilizer
fired labor 1488 Total Cash Income $16905
Sustom hauling 182
Supplies & misc. 437 Total Cash Expense $ 9552
Livestock purchases 1700
Feed purchases 2566 NET CASH Income $ 7353
Depreciation $ 1863
Insurance 112
Taxes 324 NET FARM Income $ 5490
Interest paid 434
TOTAL CASH BEXPENSE $9552 Interest on Equity @5.0% - $ 1608
LABCR AND
NMANACEMVENT Income $ 3882
INVESTIVENTS
Item Value Depreciation
Total Equity  Ave. rate Amount
Land $11900 $ 9917 — —
Buildings & fences 7860 6550 3.33% $ 261
Vlachinery & power 18840 15700 8.5 % 1602
Livestock Z — g

TOTAL $33600  $32167 ‘x $1863 (cont.)
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Budget vo— (cont.)

LIVESTOCK ORGANIZATION

Disposition
Kind Begin Born Bought Hone Died Sales End
No. No. No. Use No. Weight Amount Price Value No.
Turkey
Poults -- — 2000 240 xx XX XX XX XX —_—
(Broad
Breasted
Bronze)
TOTAL
LIVESTOCK FEED REQUIREIVENTS
Kind No. Grain Concentrates Pasture Acres
Head Lbs. Lbs. Native Plantec
Pre-starter 2000
3. B. Bronze Millet 43000 Turkey starter 10000
Turkeys 2000 Grower Meash 8000
Barley 22128 Bran 6000
Soy meal 6000
Oats 28764 Dried skim 4000
Fish meal 2500
Meat scrap 3500

Other supplements 3000
TOTAL 113892 45000 100

LIMESTOCK PRCDUCTS

Product No. Pro- Total
of  duction pro- Hore Farm Use  Sold Price Value
head rate duction Use For Amt. Amt .

Tos 880 22# 19360# 110# 17900# $.25 $4475
lens 880 14# 12320#  70# 11400# .30 3420
(Less 1%
shrink)

TOTAL $7895
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cash items of labor, purchase of poults, and purchase of supplemental con-
centrate feeds, pose a critical problem in this enterprise. These about
double the cash expenditures nof;al for cropping. All these expenses have -
to be met in 1argé part prior to any possible receipts from flock or |
cufrent crop wheat sales. Tﬁe susceptibility of turkeys to gnfavorable
:events makes the flock itself poor collateral even for short term borrowings.
Because wheat also ié an uncertain crop.tﬂese cash demands would be 1ikelj
to place the operator in a sufficiently extenuating financial position that
“the turkey enterprise would be prohibited unless there were substantial
cash reservés to put into the venture. Consequently only a relatively
modest gddition is made to interest on account of short term borroﬁings to
meet direct éasﬁ expenses., _

Also not readily revealed by the budget is a highly complex operating
prograna The changes in cropﬁing system alone will not be easy to forecast.
Added to tﬁis would be a greatly increased demand for labor, both family
and hired$ to ibok after the turkeys through slack and busy times. ;é/
Timing will be important in working out as smooth an organizatibﬁ as
possible between the competitive features of the combined crop and turkey

eﬁterpfisesg partiéﬁlériy in respect %o labor use,

Diverted acreage aé a base for hog enterprise.-~Hog production,as can be

learned from Budget VI, offers a relatively prdblem free altérnative.

;5/ The possibility of securing partly raised poults ready to go on range
should not be overlooked. The additional cost would be offset by
savings in mortality, starter feeds, labor, and investment in brecoder
houses and equipment.
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Budget VI.—Triangle area wheat farm with diverted acreage as a base for

a hog enterprise

LAND USE AND CRCP PRODUCTION

Crops & . Produc- Disposition Cash Income
Land Use Acres Yield tion ed Seedp Rent Sold Price Total
Winter wheat 300 18.0 5400 bu. -~ 300 675 4425 $1,895 $8385
Spring wheat (SO) 13.5 405 bu. - 30 511524 1.93 625
Summer fallow 390
Barley 90 £7.8 2502 bu. 1328 112 348 714 o 607
Alfalfa hog pasture 20
Native pasture 325
Farmstead & waste 35
TOTAL 1160 $9617
Item Amount
Fuel, oil & grease $ 815 FINANCIAL SUMVARY
Repairs 914 Cash Income
Seed — Grain . e, $9617
Seed treatment 32 Livestock . . . . . .. . . .. 2363
Weed spraying 414 Other. e
Insecticides
Fertilizer — Total Cash Income..................... . .$11980
Hired labor 688
Custom hauling 208 Total Cash Expense . . . . .. $4688
Supplies & misc. 430
Livestock purchases 60 NET CASH Income $7292
Feed purchases 358
Depreciation - $1862
Insurance 112
Taxes 336 NET FARM Income $5430
Interest paid 321
TOTAL CASH EXPENSE $4688 Interest on Equity @ 5.0% - $1632
LABCR AND
INVESTVENTS MANACHVENT  Income $3798
ltem Ta"lLe Depreciation
Total Equity Ave.rate Amount
Land $11900 $9917
Buildings & fences 7810 6515 333% $ 260
Machinery & power 18840 15700 8.5% 1602
Livestock 500 500 - —
TOTAL $39050 o X xx  $1862

(cent.)
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Budget VI.—(cent.)
LIVESTOCK ORGANIZATION

_ Begin Born Bought Hoe Pied Disposition End
Kind No. No. No. Use No. Sales No
No. So. Weight Amount Price Valup
Sows 11 — 0 — — U 320# 3520# $.12 H 122 —
Boar — — I — — 1 27#  27# .12 33
Slaughter hogs — 66 — | I 3 200# 106005 .18 1908 11
TOTAL $236]
LIVESTOCK FEED REQUIREIVENTS
Kind No. Grain Hay, Tons Concentrates Pasture Acres
Head Lbs. Native Tame LbSa Native Planted
Sows 11 16160 1.1 Tankage Wo
Soy meal WIO0
Boar | 1200 1 Tankage (0]
Soy meal o 0
Spring pigs 66  U3700 .8 Tankage 950
Soy meal 2380
Bone meal |00
Salt 300
TOTAL 61060 2.0 20

Investment in working capital is modestly increased and new cash expenses

likewise are moderate enough to be easily met even if through the use of

credit. The simple cropping system differs from Budget HE only in having

slightly less barley so as to leave a few acres for hog pasture. With a
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one litter system of production from home-raised gilts problems of caring

for the herd are minimized. 16/

Diverted acreage as a base for a sheep enterprise.--Here in Budget VIT

several features emerge which make this enterprise less flexible than the
preceding operations. In the cropping systemglbng term (fpr 1and> commite-
ments must be made to pravide hay and pasture., At the same +time thelrented
land needs to be segregated in a use satisfactory to the landlord., There
will need to be a long term investment in fence and shelter structures. A
modest investment in working capital (haying equipment and a flock of ewes)
Will be needed. The collateral value of these assets should present no
credit difficulties if loan funds are required to‘seoure them. The flock
of ewes will require some additional cash expenses éuéh as for replacements,
shearihg, and fence repairs but these should not result in financing cbstacles
since there are nearly concurrent saies of lambs or wools This enterprise,
however, will place a heavy burden on family labor and management because
of the critical characteristics of the undertaking. For instance, timing
will be important relative to breeding, lambing,and shearing to avoid

labor competition with eropping enterprises. Also pest cdﬁtfol,'cu;iing3
and marketing will haveran imporbant bearing on success and will require

serious attention.

native is to maintain a herd of sows year in and year out at a some=-
What higher cost. With adequate facilities two litters per sow could
be raised each year,
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Budget VII.«~—Triangle area wheat farm with diverted acreage as a base for a
sheep enterprise.

LAND USE AND CRCP PRCDUCTION

Crops & . Produc- Dispositio @ Cash Income
Land use Acres \FAIM tion Feed Seed Rent Sold Price Total
W inter wheat 300 18.0 5U00 bu. — 300 @75 U125 11.895 $8385
Spring wheat (30) 13.5 LO5 bu. -8 30 51 32L 1.93 625
Summerfallow 337.5
Barley 37.5 27.8 10Li2 bu. 215 7 3li7 133 .85 ~J5E
C.W.G. new seeding 20
C.W.G. hay L2 1700# 35.7 T. 33.LI
C.W.G. pasture 63
Native pasture 323
farmstead & waste o
TOTAL 1160 $9378
CASH BEXPENSE
Item Amount FINANCIAL SUMVARY
Fueli oil & grease $ 76k Cash Income
Repairs 9lii GraiN e $ 9378
Seed 32 [iVeStOCK oo $ 200b
Seed treatment 30 O ther e $ 718
Weed spraying 36k
Insecticides — Total Cash Income $1210C
Fertilizer
Hired labor 602 Total Cash Expense - $ 5201
Custom hauling 198
Supplies & misc. 3ii5 NET CASH Income $ 6899
Livestock purchases 760
Feed purchases-salt ~25~ Depreciation - $ 18Si
Veterinary supplies
Shearing & tagging ~W ~ NET FARM Income $ 5018
Fence repairs 216
Insurance 112 Interest on Equity @5.0 %- $ 1685
Taxes 352
Interest paid 337 LABOR AND
TOTAL CASH EXPENSE $5201 MANAGEVENT Income $ 3333
[INVESTIVENTS
ltem Value Depreciation
Total Eouity  Ave. rate Amount
Land $11900 ¢ 9917 &— -
Buildings & fences 8391 6993 3.33 * $ 279
Machinery & power  188kO 15700 8.5 % 1602
Livestock 1300 108k —

TOTAL $kOk31  $3369k XX $1881



Budget VIlv— (cento)
LIVESTOCK ORGANIZATION
Kind  No. No.  No.

Ewes 100 -- 55
Lambs 112 —
Bucks 2 2
Total
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LIVESTOCK FEED REQUIREVENTS

No. Grain

Kind Head Lbs.
BEwes 104 8300
Bucks 2 160

Lamis 104 1860

Begin Born Bought Hne Died Disposition
Use  No. Sales
No. No. Weight Amount Price Value
-- 8 47 125# 5875# $.05 $294
.- g 104  90# 9360# ©8 1685
-- | | — 25.00 25
$2004
Hay, Tons Concentrates Pasture Acres
Native  Tamre Lbs. Native  Planted
32.1
.8
5
33.4 325 83

TOTAL 13040

LIVESTOCK PRCDUCTS

No. Pro-

Product of duction
head rate
Wool 100 10.4
Whool 2 16.0

TOTAL

Total

pro- Hme Farm Use Sold Price  Value
duction Use For Amt. Amt.
1040 —_ — 1040 $.67 $696
32 _ — 32 .67 22
718

End
No.

100

Diverted acreage as a base for a cow-calf enterprise.—Budget VIII has a

cropping system similar to the foregoing sheep budget and thereby is equally

inflexible relative to th

e crop base. Investment in buildings and fences,

equipment, and livestock shifts upward substantially for this enterprise.
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Budget VIIIO--Triangle area wheat farm with diverted acreage as a base for

cow-calf enterprise.

LAND USE AND CRCP PRODUCTION

Crops & i Produc- Disposition
Land Use Acres Yield “tion " Feed Seecl?
Winter wheat 300 18.0 5400 bu. 300
Spring wheat. 130) 13.5 405 bu. — 30
Sunmrer fallow 357.5
Barley 3705 27.8 1(542 bu. 200 47 347 458
IVNKGsew seeding 20
WG hay 42  1700# 56.7 T 35.7T
SONOGD pasture 63
Native pasture 355
Farmstead & waste 35
TOAL i160
CASH BEXPENSE
Item Amount
Fuel, oil & grease $ 764 FINANCIAL SUMVERY
Repairs 914 Cash Income
Seed 32 Grain .
Seed treatment ~55~~ Livestock . o 6 o o o o
Weed spraying 364 Other 0. 06 000 0o
Insecticides
Fertilizer —C Total Cash Income
Hired labor ~ToT
Custom hauling 198 Total Cash Expense
Supplies & misc. 345
Livestock purchases 100 NET CASH Income
Feed purchases-salt 20
Hay “NpH Depreciation
Veterinary supplies 2.0
NET FARM Income
Insurance 112
Taxes 391 Interest on Equity 6 50%
Interest paid 372
TOAL CASH HEIfENSE $ 4354 LABCR AND
MANAGEVENT  Income
INVESTVENTS
ltem Value _ Depreciation
Total Equity Ave. rate  Amount
Land $11900 $9917 "G &
Buildings & fences 10607 8840 3.33% T 353
Vlachinery & power 19140 15950 8.5% "' 1670
Livestock 3775 3280 > —&
TOTAL »45422 | 37987 XX $2023

Cash Income

Rent Sold Price Total
675 4425 $1,895 $8385
51 324 1.93 625

.85 589

$9399

. 00 $ 9399
. 00 $ 1683

$11082

$ 4325
$ 6758
$ 2023

$ 4375
$ 1899

$ 2836

(cont.)



Budget VIII. (cont.)
LIVESTOCK ORGANIZATION
Kind

No. No.
Cows 23
Bull |
Calves -- 23

Yearlings 3
2 year olds 3

Total

LIVESTOCK HEED REQUIRAIVENTS

No.

1/3

Kind No. Grain

Head Lbs.

Cows 20 6000
Bull I 300
Calves 23 1800
Yearlings 3 600
2 year olds 3 900
Total 9600

Begin Born Bought Use

Home Disposition
Died Sa Les
No. No. No. Weight Amount Price
1/2 1100# 2750# $ .10
-- M 1/3 1450#  483# .12
2 18 375# 6750# 20
- -a _ RY; o~
Hay, Tons Concentrates
Native Tare Lbs. Native
28.5
15
2.25
3.15
3.15
38.5 325

End

Value No.
$275 20
58 |
1350 3
-- 3
3

$1683

Pasture Acres

Planted

83

However, collateral value of these additions both for long-term and inter-

mediate loan funds is good*

than for other kinds of livestock.

By contrast cash operating expenses are less

The operating program is simple and may

be considered as less competitive than other livestock enterprises for

labor during the cropping season.

Cattle, too, may be less sensitive to

unfavorable events than other livestock and actually the greater investment
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in them constitutes a form of reserve as insurance against crop losses,

These characteristics are offset by the lower annual return anticipated

for this enterprise which fesults from the decidedly longer period required

for turn-over,




THE BUDGET IN DECISION-MAKTIG

IntraaBudget-Selections

The budgets already described may be regarded as the culmination of
the detailed study which a farmer,‘e:ictensie'ri,d‘emonstraters o£ research
worker, might give to the alternatives Whidﬁ hé proposes to compare. }/

" EBach budget may be described as an organized $&t of assumptions. These
gssumptions may be a reproduction of thé:facts of past experience such as
the yield or price of a crop product théught to be repreSentative of the
situation anticipated by the budget. Or théy may represent things known
with a high degree of certainty like fixed support prices. On the other
hand many assumptions of a purely speculative hature may have been intro-
duced into the budget in order to study the effect of different levels of
yleld or price. Thought of in this way éach budget takes on the character
of a trial balloon.

Even though tﬁe procedure followed might have been laid out in extreme
detail and very exact relevant information madé available, .the syhthesis of
the simplest budget will have required innumerable selections to be made
from among a'mass of alternative assuﬁptions° Item by item the budgeter
must examine, and accept or rejeep, those that are pertinent. For instance
a choice has to be made relative, to the capital valuatiens ana the depre-

ciation and interest rateS'that'ﬁould be used in connéc%?bn with the bﬁdget'

R

R Loty ) — -

1/ See Appendix A.
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series. $ome choice has to be made in order to settle on which of different
variants in operating plans would be figured on in each tentative organ-
izétion. Technical production information has to be considered so as to
determine whether spraying expenses wou%d Pe ipcluded or excluded for
different kinds of crops, or what feeding fatiOns could be bes£ ubilized
for livestock., Budgeting, no less thgn other meﬁhods of analysis, draws
I attention to myriads of these lesser problems of decision which must be
settled for every item considered beforeVany calculation méy be completed,

To achieve a complete budget, the budgeter is forced into a compre-
hensive and critical consideration of the sﬁbjéct'ﬁnder study. - Right from
the start then the budget tends to becomé a conditioning process rather
than a mechanical means of securing an dnsweér by feeding in data and
pulling out solutions. 'Actually, in thé course of completing these budgets
itwill become difficult not to draw some tentative conclusions relative to
individual alternative énterprises. Thé budget thus becomes a vehiclé for
fféﬁing a plan of organization based on the assumptions thought most.likely ;
to fit the-circumstances anticipated .for the period in mind. It is the‘
devélopment of a farm .plan on the -basis .of thg assumptions of the budget
which call for decision to be made in the copsummatioh of a relevant line

of .actioni

Inter-budget Decisions

Prior to and in the course of budgeting, the budgeter will establish
certain standards which he expects to use in measuring the comparative

merits of thé various alternatives. Having developed a series of budgets,
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the next step is to array the data whicH are pértinent to selecfion of the
best or most suitable elternatives according tp these criteria., He may
well start out with a single criterion upon ‘which he expects to depend in
makiﬁg his selection., 'Suppose this is gimply the maximization of mone%ary
income, without any clear distinction as to whether decision is to be based
on gross or net cash, or some other income.measure. Then he is likely to
come up with an array comparable to Table VT which displays the moneta;y
relationships of the eighﬁ alternatives,

| The budgeter may tend to regard Alternative T as representing a
position which whea£ acreage restriction prevenﬁs the farm operator from
attaining. The differences between Alternative I and Alternative II will
appear to represent a prospective loss of income. Now reverting for a
moment to pre-budget decisions this “felf" pi"oblem in the case of the farm
operator has led to the development of such &n array of‘budgetso ‘For ﬁhe
farmer this is an impoftant decision in itself, involving recognition of
a problem and his determination to seek a solutioh., His first move may
. have been to cast around in search of supplementary crop enterprlses whlch
could profitably utlllze the idle acres° Along the way he has decided that
the enviromment -is such that he ean also consider the supplementary-comple=~
mentary livestock enterprises used as examples. The ‘resultant budgets are

elaborations of hypothetical solutioris to his problem. g/ Table VI

g/ Larrabee; H. A., Reliable Khowledge, Houghton Mifflin Co., New York
(l9h5) 5 po 126




Table VI.—Financial summary for diverted acreage alternatives on a triangle area wheat

farm.
Gross Cash Net Deprec- Net Interest Labor &
Cash Farm Cash  iation Farm on In-  Management
Enterprise Alternatives Income Expense Income Income vestment Income
3rop - Dollars -
Unrestricted wheat (1) 12015 UlSI 7831 1728 6106 Hi71 1632
Diverted acres idle (II) 9010 31U9 5861 1728 U133 Hi7li 2659
Barley combination (111) 10971 1207 6761 1728 5036 Hi7ti 3562
Cr. wh. gr. combination 11608 U218 7387 1728 5659 IU7ii U185
(1V)
Livestock
Turkey combination (V) 16905 95%2 7353 1863 5U90 1608 3882
Hog combination (VI) 11980 1688 7292 1862 5130 1632 3798
Sheep combination (VII1) 12100 5201 6899 1881 5018 1685 3333
Cow-calf combination 11082 U321 6758 2023 U735 1899 2836

(VI11)
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.then represents the test of these hypothesegi Upon this test the farmer
will plan to make a decision. |
Suppose he decides to settle on a net farm incomé as the indicator‘

téluse; His observation upon this basig would be that any of these
alternatives could be used to recover a pbrtiﬁh of the anticipated loss
of income. Some alternatives; hqwever, appédr to be better than others.,
It is possible that at this point he will Semnsk the need of additional
criteria before he can make a final seléctioq.w“ ’

Although these budgets, on the ‘basis 6f present knowledge, reveal a
relatively satisfactory pqupective finanéial feturn; would this be secure?
What variation in net farm income might one expect from year to year due
to changing product prices and the exigenéies of production?

Reflecting on the budgets and séarching Table VI for additional clues
he might recall that one of the less attractive alternatives financially
was based on more ceréain data (e,g, the suppbrt price of barley). Aiéo he
would recollect £hat the livestock and crested wheat grass budgets required
more than a one year period to completé‘théir production cycles.

- Perhaps a more adequate basis for decision on these points would be
obtained if a'sefies of budgets were set up involving vafious price and
yiéld assumptions~over time for each of these alternati&es; Yet‘this may
tend to create further obstacles to decisiqn by multiplying the number of
possible choices and incorporating wider ranges and combinations of uncer-

tainty. : : . -
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The budgeter may note from Table VI thé VAriation between alternatives
in the amounts of cash farm expense which each requires. This too may
promote decision depending on the relati%e énticipated availability of
cash in the season when it will be needed.
Continuing these financial'cbnsiderationé, he might make his selection
‘fram among the alternatives- on the basig of his preference between a rela-.
tively low but sure income, as represented by the'bariey éombination, and
a higher but more uncertain prospect, as offersd by the turkey enterprise.
.Yét at the same timé he may feel insecure iﬁ the resultant decision because
the monetary comparisons have not served to express all the differences

between these alternatives.

Extra-Budget -Décisions

Having exhausted the major possibilities for decision-making which
resulted from a direct monetary comparison of the budgets, the budgeter
may delve into a ‘comparison qf other characteristics of the enterprises
themselves. These may be in the realm of personal pfeferences or assoc=
iated with operating features pertaining to each gnterprise° He would
recognize that an operator may readily, at any cost, decide against
turkeys because he can't abide their stupidity, or crested wheat grass
because it is too much trouble adjusting tﬁe combine and sacking and
marketing the seed. Or perhaps the farmer'é wife camnot tolerate the

smell of pigs in the yard or the persistent bleating of sheep.
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Items such as these permit decisive negation'of some alternatives
without the nécessity of budgeting. Other determinants are less easy to
isolate. For instance, having settled on some enterprise, he may discover,
in synthesizing a stable manapgement plap, that it has a feature which makes
it irrecohcil%ably competitive with the dominant wheat entefprise, however
suitable it may otherwise be. Such a feature may be the competition of the
furkey enterprise for liquid funds or short term credit to meet cash
expenses. |
| The budgeter may probe into less tangible areas. of conscious decision
origination, which for different individuals will have varying degrees of
emphasié. Among these are the persomal characteristics of the operath,(for
instance his proclivity for, or inhibition against, risk;taking) and his
sensitivity to-relativeiy sméll changes in his economic enviromment (e.g.
. prices of substitutable inputs or'oufpuis). The fammeris personal goals
may have a decided impact on the nature of decision even though this impact
may be delivered by sub-conscious rather than conscious thought. This
indqterminate influence springs from a generally vague formulation of such
personal goals ;n the mind of the individual. They are shapeg more by the
: heart gnd s9g15 and hammered by ambitions, the search for seéurity, and
the desire to build. o .
The budgeter (espgciglly the extension dr.researchmworker) woyld
conceivably like to segrégate aﬁd bring‘éll suéh facters to bear on their
selective decisions, particularly as the point of final choice apﬁroaché§.

'Although economics alone does not offer a way of‘appraising all these goals,
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some of them have been studied relative to debisionfmakiné. Thair discusses
co-existing goals (of income maximization and 4voidance of insoivency) for
- farmers under conditions of uncertainty. 3/ He relates vulnerability
factors (those farm characteristics over which a féfmer-has little control,
at least in the short run, and which contributé to the danger of bankruptcy)
to securily practices. It may occuf to the budgeter that some things like
financial vulnerability could be measurablé and thereby used as criteria for
comparing enterprise alternatives with a view to selection émong them. é/
This line of thought leads to the re=apprai§él of the budgets in terms
of their concurrent operating programs as a basis for ﬁaking decisions;
Column 1 of Tablﬁﬁz;Iﬂgemonstrates how requlrements for a resource input
such as labor, which is necessary to all eriterprises, may be measured. A‘
decision may result from this simply by comparing the column with the labor
availability (and distribution, if necéssary, by breaking down into relevant
periods such as the‘school.summer receés)o Or it might be dgpided that the
labor input for an enterprise.like the turkey propoéal is out of proportion "

to that of other enterprises which make nearly equal returns to net farm

income, ’ )

'3/ Tha:’Lr‘9 Phlllp dos Meetlng the Impact of Cropqueld Risks in Great
Plains Farming, North Dakota Agr° Expt. Sta. Bul. 392, Fargo, North
Dakota, (June, 1954), pp. 9-11.

i/ For a discussion of net income vulnerability for different organizational

T alternatives see Jensen, C. W., The Economics of Pasture Integration on
Irrigated Farms, Montana Agr. Expt. Sta. Mimeo, Circular 67, Bozeman,
(July, 1952}, ppe 7L=-78. :
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Table V II.—Comparison of budgeted alternatives relative to family labor
requirements, vulnerability to insolvency, and time flexibility,
on a triangle area wheat fann.

Column 1 Column 2 Column 3
Enterprise Percent Change  Degree of Degree of
Alternative in Family Laoor Vulnerability Time Flexibility c/

requirement a/ to Insolvency b/ Crop Livestock Combination

Unrestricted 0.0 .66 .500 — .500
wheat (1)
Diverted acres -25.0 .76 .625 — 625
idle (11)
Barley combin- + 5.0 12 581 — 581:
ation (I11)
C.W.G. combin- —0.0 .68 375 — 375
ation (1V)
Turkey combin- +10.0 .79 1:25 .50 1:25
ation (V)
Hog combin- +10.0 .70 .556 .625 .556
ation (VI)
Sheep combin- +20.0 .Ih .265 .50 .265
ation (VII)
Cow-calf com- +15.0 .66 .265 .25 .25

bination (VIII)
al ,Formulas Percent change in family labor requirement =
[[Die ~ DIw) + (P2 ~P2w) * (P3¢ ~ Djw) * (Dlte ~ Dltw)J 100
Diw + Dgw + D'w + D'w

where: D = man days of labor; I, 2, 3, &It = consecutive quarters of the
year; e = enterprise combination being examined; w = unrestricted wheat
enterprise.
Ec * Ep * D
b/ Formulas Degree of vulnerability to insolvency =—5—7-71-é----
nc +

where5 E = expenses (¢ = cash farm and p = personal living, which is
arbitrarily set at $2,000 for all combinations); D = depreciation;

R = receipts (c = cash farm); L = equity in foundation livestock

(c = cash or collateral value). (continued on next page)
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"(Continued from preceding page) -

c/ Formulaes Time flexibility of crop enterprise =

TR

Time flexibility of livestock enterprise = 1 ~ 1P,

wheres P = period in years that resources are committed to production
before cash return is forthcomlng, A = acres (w = wheat, t = total
cropyand ¢ = crop one, ¢p = crop two, etc.)

Still, the optimistic operator may be a plunger and like to try the
turkeys. He may feason that he,might save 125 moré birds and pare feed
costé a little, if the range was good, thus making another four'hﬁndred
to one thousand dollars{-

Conversely, what might be the thinking of a cautious man? In order
to stay in business annual farm cash expenses and annual living costs must
be met from farm proceeds., To this should be added depreciation. Failure
to allow for maintenance of productive equipment may impair the prodictive
ability of the farm. If he has only a small capital equity, one bad year
could bankrupt him. In spite of the high net worth indicated by the
capitai equities of the case farm, the preésure of short run liabilities

could force him oubt of business, even though he were not insolvent in so

far as equity is considered. Consequently to gain security, the cautious

operator will select the most certain enterprise even though a lower return
is forthcomingo\ The degree of finaﬁcial vulnerability'(relatiée to
solyency) associated with these various entérpri;e'coﬁbinatiéns might be
gauged (without regard to unqer?ainty) in the manner demonstrated by the

ratios in Column 2 of Table VII, The smaller this ratio the safer mlght

the operator consider his business from unfortunate events, In this case
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he might -be satisfied to keep range cattle; affording less income but more
financial security aé Wéll as advantéges in hardiness and ease of handling
relative to other livestock. ‘

Still another féétox*may appeal to the operator who is-;ensitive to
relatively small changesrin the markets for agricultural products and who
has competence in diverse lines of agricultural production; He may be’
interested -in the rapidity with which he can enter ana get out of the
contemplated enterprise. Assuming that his farm facilities permit this
flexibility, he will want to select an enterprise wherein his décisibn to
commit resources té its production may b? deiayed as long as there remains
a choice of alternatives, The ultimate aim will be to select an enterprise
which for an equai return ties up.fesourées for the shortest length of £ime¢
Column 3 in Table VIT indicates the relative pefformance of the different
enterprises in the length of time resources are tied up. Thé larger the
ratio the more flexible is the enterprise or combination. Assuming that the
differences in net return are not large enough to alter the decision, the
logical choice among crop alternatives would be to.érﬁw barley. Among the
1iyéstock enterprises, commitments for turkeys and hogs wouid be least
constricting, makiﬁg these entérprises most éttractive.

Tn the case of complementary enterprises, like crop and 1i§esﬁock
combinations, the period resources are committed tocrops in these calcul-
ations includes time allowances to permit a crop tO'Be grown, fed, and
transformed into a saleable product as livestock marketable at the time

planned., “Thus grain has to be grown for turkeys and hogs in the year
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preceding the feeding period. For sheep and cattle some resources are
committed to crested wheat grass for a year and a half before marketable
livestock can be prodﬁced from it. The critical ratio to be considered
is, therefore, the smallest of the crop and livestock ratios. For
example, a ewe may be bred in the fall of the year and one yearllaﬁer
the lamb will be marketable. But in.order'to secure crested wheat grass
pasture for that lamb thé seeding has to be made a year, or under favoff

able circumstances six months, prior to breeding date.
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PART VI
CONCLUSION

Effectiveness of the Budget in Decision-Making

The farmer, extension worker, and research worker undertake budgeting
as laid out in the preceding sections because they entertain hypothésés
relative to their problem which fhe& hope to pre-test by the budgeting
proces;° An éctualitest by practice, of any organization selected through
budgeting, may never be a@complished since the assﬁmptions employed in
deyelopiﬁg'the budget almost never can be duplicated by eipe;ienceﬁy
Budgeting is an aﬁtemp? to approximate what experience will bring to pass
in order to guide ;néself towérds events that might be favorab1e~rather
than unfavorable. The budgeter's hypothesés take the form of anticipating
that soﬁé lines of action may be more_favorgble than others. He wishes
to make organizational decisions that will lead to the most satisfactory
line of action. The budget is expected to demonstrate the probable result
. of a family of inter-dependent choices aSsociéted with a line of action.
Does it do this?

The bu@get as the tentative c?nsgﬁmation of a line of fam Planning
leads to nﬁmerous budgeting selectibns but these_are not active fam
planning decisions. Only when the budgeﬁ'is adopted as a guide for a line
of-action will actual decisions be made. The farm operator Will,iniﬁiate
a decisive-coursg of action either if he has confidence in the budget and

N

the'figures which enter into it, or when he has ' no choice but to take some




-89-
action. 1/ in the first instance budgeting can be expected fo have can-
tributed substantially to the readiness with which he can reach a.decision.
In the second casé some on the spot crude budgetihg undoubtedly takes place
as a basis for the initial decisibns whiqh define the direction of the 1ine
of action. In this case the lack of prior budgeting may be expected to
make the decisions of the moment less dependable.

Awareness of the probable divergences in efficiency in decision-making
has for a long time interested those workers involved in extension.
Budgeting has been promoted as a means of stimulating purposeful, systematic,
individual action towards desirable ends. " The. degree to which this goal'
"may be abttained depends in part on the réliability of the bﬁdget within
the cbﬁtext of its highly individualistic environment. This first requires
that the framework of the budget‘be suéh that all relevant considerations
are included and secondly that the data used are accurate forecasts of
coming events. The extension worker, in order to demonstrate the effective-
ness of budgeting, must need to have his budgeted lines of action perform
well in the rough and tumble of éctﬁal experience, How well would the pléﬁs'
as laid out by budgets three to.eight fare in practice?

Theé framework of these budgets may be regarded as effective in drawing
the attention of the budgeter to relevant details of imporﬁance for the
study ofpsimilar production processes, It calls for inventories of re-

- sources in physical terms, delineation of input-output relationships, and

1/ Johnson, Glenn L., and Haver, Cecil B., op. Cite, pe 13.
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formulation of expectations as to probable prices to be recieved, In this
case it has drawn attention to resources not currently being used. Thus the
employment of the pasture land and off=season labor in é productive manner
may be considered where otherwise the full potential of these resources’
might have been o&erlookedo However this framewofk is adequate for onlyh
those operators well versed in the range of alternatives covered. In other
wofds before a man can use it to test the altérhétives before him, heamust"
learn at least the salieﬂt operational features of each onehorﬁelse the
ﬁ&dgéts will hidé inéénsistencieé likely to be detrimental to their results,
The bﬁdget cénnot be depended on, for instance, to remind the operator fhat
there may be an expense Item conﬁected with docking lambs and shearing
sheep, or that in calculating returﬁs on turkeys there is shrinkage to be
accounted for. This is where the extension worker must first concentrate
his attention in seeing that the budgeting farmer gets adequate information
to make all his assumptions explicit.

In bpdgeting, assumptions may be made”that management is typical, but
this is hard to match with real life conditions. For éven on a farm con-’
stituted exactly like the case farm model the framework of thg budget
éxcludes an evaluétion of personal management fgct9#§:. No provision is
made to expose the individualistic non=ﬁonefary objectives of .the far@er
himself. Although basic to farm managément since they'affect his economic

activities, these objectives may be held in relatively inérticulate form
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 in the mind of the farmer. 2/ The budgets as drawn up in this study culmin-
ate in a distinction between enterprlses-malnly on the basis of income-
results. The farmer almost unconscicusly may reject those alternatives
which, by theéé criteria; should bé the best, Some things in such a budge£
have made an impression, that he may or may not be gble to pin-point, which
indicates that the type of operation under consideration does not coincide
with his goals., This again is‘an area in which the extension economist

can be ﬁarticularly helpful to the budgeﬁer on a personal and discreet basis.
His job here will be to help the farmer to define his objectivés and find
the points at which the proposed plans are at variance with them. This

. may promote the formulation of decisions which otherwise may be blocked

by misunderstanding. However the monetary comparison of alterﬁatives

should not be abandonea in any event, since this apﬁroach serves to

demonstrate the possible cost of rejecting a plan which is superior in

monetary terms.

Tn summary, then, it may be said that .the farmer, before he startsA
budgeting, shouid be willing to expend considerable effort in a study of
details relevant to his ciréumstaﬁces. Because of the inherent differe?cés
. between his farm‘aﬁd other farms in physical features and arrafigement, and

becausé he with his family have joint goals which will ihvé;iably have at

least subtle differences from those around him, the budgeting, to be

2/ TFor a discussion of farmers' obJectlves in farming relative to business
~  survival, see Thair, Philip J., op. 01t,, pp. 8-10,




-9
satisfactory, needs ‘to be done on an individuél farm basis. This is not
"to say the budgets as laid out herein are useless, for they provide thé'
framework by which such budgeting may be guided. The farmer then, through
budgeting, is expected to arrive at a décision=making point which is
relevant to his situation. There ﬁrobably is little doubt that the bud-
geting brings him. into decision-making areas of thought. But whether it
is adequate-to promote actuai willingness' to make a choice between alter-
natives is another matter.
. It seems to this writer that the budget needs an additional secti’ori2
possibly in the fﬁrm of a balance sheet for non-monetary objectives, which
will sﬁbstitute for the role of the extension economist, as stated above,
in probing out the real underlying objectives of the family. . Such an
addition is needed as a guide for the economist as well as the farmer.
The conclusion then is that the budget methodlmay be framed in such a way
as to be readily comprehensible for individuals to follow, and that it is
a useful planning tool. A further conclusion is that the budget in the
form used herein may bring the user into decision-making areaé of thoughﬁ
but fails to answer all the questions that assail the budgétgf in less
than fully articulate fom. In other words the budget is by no means a
ferystal ball® but rather is a systematic collection of éééumptions! For
those with foresight in the form of sound economic perception the budget
may be a very considerable aid in probing futﬁfe probabili’cies° For
those with less perfect knowledge, the budget may serve merely to indicate

in which direction the most likely possibilities of success might lie.
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In any case the budgeter should end up with a clearer notion of the
most suitable alternatives available. He has used the budgeting'proceés
as an analytiéal tool to study the strengths ahd weaknesses of the current
farm organizafioﬁ and search out the factors affecting success. Almost
concurrently he'hﬁs used the budgeﬁ‘as a synthesizing tool to reconstruct
a tentative new organization for famm operation under a managﬁent plan
which has been changed in response to a changed environment. He can hardly
esgaﬁe the process without gaining some new or rejuvenated ideas. It may
well be that one of the ﬁost important features of budgeting is the psychic
dividend to be obtained. The lessons of systematization persisting in the
mind of the budget user, become a production device indissolubly wrapped
up in his planning processes. For the farm user the provisions of the -
bpdget éiisting in his memory become a coﬁcrete part of his farm management

N

practices,

‘Extension Implications

In recent years mﬁch has been said about the increasing ’complexity
of farming. Most people aré aware of the more conspicuous evideﬁces of
this as displayed broadly by mechanization, spedializations and mafketing
innovations. Few noh=agricultural people realize fully the intense organ=-
izational activity underlying even the more simple agricultural efforts.
More and morey; success of the farmer depends on his skill in the management
of an inwvolved produciioﬁ and marketing process. ALl too often urban, and

rural people as well, have not recognized the farmer's way of life as a
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business. Nevertheless his operation has the characteristics of a business
firm and reacts to many economic forces in essentially the same manner.

The farmer himself has been relatively slow in recogniziﬁg these
economic influences to which he is subject. Changes, to which adjustménts
must be made, éfe forced on farmers perhaps more fréquently than on entre-
preneurs in other kinds of business. Extension workers are becoming more
concerned with these ctiumstanées yet they ﬁay hesitate to presume on the
managemeht prerogaﬁiﬁes of the fammer by offering clearly defined detailed -
management programs. Piece-meal attacks on specific problem areas have
been the rule as for example animal heaith, soil conservation, and promotion

of crop and breed improvement, But little, even in the way of business

training, and much less the overall farm ﬁanagement approach, has been

attempted. in management education.

The theoretical economist is able to delineate fairly well the way in
which the farm organism and the agricultural industry will react to various
economic stimuli, But there is not a great deal he can do to guide the

individual farmer in his practical operations. The theorist makes con-

‘tributions in broader understanding, prediction, and probabilities which.

are iﬁ too nebulous a form for utilization by most men on the land, B&
contrast the economisf as a farm ménagement specialist has more to offer
when he can concehtraﬂe on an individual farm. He can effectively appraise
its resources and for any point in time determine the mést efficient com~
binaﬁioﬁiof the known variables, But £hefe his practical service may end

other than in providing the method by which a solution may be found.
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Because his solution in one éase would'farely apply to another, he can
only by demonstration direct farmers in general as to how they may bring
about an economical recombination of their resc;urces° Any specific recom-
mendations (except as to method) are little better than the insubstantial
prediépions ﬁpon which he must base his. judgement.

Back on the farm the farmer must still be his own economist. Some=-
how he needs té combine into a usable mahagement procedure what are to
‘him the vague and chimerical outlines of the theorist with the practical
balances of the management speciélist° Here is fruitful ground for farﬁers
.theméelveé to ihiﬁiate searching studies into'préblems particularly relevant
to tﬁeir own.opera'bionso But few possess tools other than native ability
and’ know=how with which to attack the problem. Most, however, do put con-
siderable energy and thought into "doping out' courses of action which
~ promise to return to them either satisfaction or profit. Some will get
down to brass ﬁacks with pencil and .paper while others merely go through
a crude mental budgeting process., Beyond changes in eQuipmeht and teché.
nology £ﬂeir considerations will involve a comparison, of their antiecipa-
tions relative to markets, yieldsslweather, and so on, with the results
of past experiences. It is an uncertain and often frustrating process,
not only because of unsatisfactory %redictabilitys but also because there
is seldom an adequate test of the results.

The extepsion worker is the bridge between the better informed
theorists and specialists on the one side and the less well informed

farmers on the other. Good communication depends on the capacity of
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this bridge. The effectiveness of the bridge, however, depends on the .
amount of support it gets from either side. Extension services need
adequate comprehensible information from the résearch side for aﬁplica=
tion to the problems at hand, This must be presented by extension
personnel in such a way that the farming side will recognize that it
applies to their problems, A reverse flow of information is just as
important, in that the farmers should bring theirfbroblems freely to the
extension service whence they are presented to the scientific side in a
manner that can result in research directed towards finding solutions.
Up till now farm management and economics as such h&%e constituted a
rather small part of this exchange sysfemo With economic pressﬁfes
building up on farms and continuing development of social science research ~
relative thereto, the resultant traffic over the extension bridge is
expected to increase.

The budgets and analysis contained in this thesis are intended to
fit into this framework., From the research side the work has been
aimed at probing into the problem of converting scientific method\iﬁte
action on the farm., The budget methed is develbped t? illustrate how

extension personnel and farmers may attack the immediate problem of

enterprise selection and combination on an individual farm basis,

po hE

Because extension staffs cannot expect to collaboratg_in working out
individual solutions for each case, the method also.has to.be one .that
is demonstrable on a mass basis. It is thought that the budget method

is basically amenable to these purposes, whereas other more exact techniques
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which are less easily mastered could not serve these several ends

}
concurrently.

There are further implications for extension channels relative ﬁo

developing fully the effectiveness of any work done by budgeting as pro-

posed., Besides demonstrating the use of the method to prospective users

farm management consultants will have other responsibilities. These

include:

L

3.

Moulding the budget framework to be used for attacking any

problem so as to best serve the needs of the community in

which it is being used by taking cogqizancé of local features,

This involves detailed development of each budget section so

as to include pertinent headings, stubsvand spacings.

Providing sufficient, sgitables and current non-farm data

Where it is needed, This might involve compiling community

data as well as reference to adequate exiétiné sources.

Cultivating a philosophical appréaqh to their probleﬁs by

the involved co-operators throughs

(a) developing among them ways of appraising their own indiv=
idual goals objectively,

(b) instilling the idea that the budgeting or any method of
lattacking their problems has weaknesses which must be fecoga
nized, Thus discoﬁragemeﬁts may be overcome, and.jnagement
enhanced when the inevitable oécurrances of failure supplant

rosiér expectations.
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Lo Stimulating farm operators to keep adequate farm records so that )
they‘develop a more precise notion of what has happened on their
farms. The existence of what amounts to an extended farm history
as a source of primary data is of invaluable uge in the develop-
ment of realistic assumptions for budget construction.”

In these responsibilities the extension consultant shguld acquire that
degrée of tact and flexibility relative to his contacts which will permit
him to understand and reflect the value systéms used by the farmers he is
trying to help. An approach devéloped_along these several lines and
applied with finesse may help to advance what is seen as a broad objective
for extension in farm management. This may be summed up as constituting an

effort to improve the foresight of farmers. Thereby the frequency of their

mistakes, so easily seen by hindsight, may be reduced.

Research Implications

- The formalized framework of fhe budget provides an adequate vehicle
for the presentation of the sfrictly monetary results that méy be antici-
pated from a group of alternativeé under situdy. I:Iowever‘9 at one point or
another the budget user may be aésailed by doubts as.to thé reliabili£y of
the figures which he finds it necessary to use or estimate in order to c-;’om-=
plete his budgetss There are as well the aspects pf the study problem
which the budget by itself does not fully cover. '

For instance the budget formally studied excludes rigorous considera-
tion of personal factors associatéd with farm management. Héwéver, the

farmer will consider the more obvious non-budget factors by not budgebing
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those enteérprises that his personal knowledge warns him wili be unsatis-
factory. For the farmer, the budget in this way;is more flexible in regard
to personal and physical limitations than it is for non-farm budgeters.

Also only inpidenﬁally treated by use of the budget are features of
the operating program such as the utilization of labor and the timing of
necessary events in the production sequences of combined enterprises°
The budget may also be considered as‘lackihg in not drawing specific
attention to less well understood phenomena such as vulnerability and
flexibility. It is in these areas relative to the budget that research
may be productive in illuminating the various adjuncts to budgeting that
are necessary to more fully prepare the budgeter for decisfi’.oh=niaking°
Some tentative proposals follow.

Improvement of basic data.for budgeting purposes.--For many- budgeting

operations on the farm the experience of the farmer himself may be the

best source of information. But when non-farm data are required his
experience may not éncompass a wide enough field; nor -his records

extend far enough, to provide him with adequate information. fhis is
particulariy true relative to any market and price information for which
assumptions have to be made, Even the extensioh and research worker will

be discouraged by the unsuitability of much of the &ata available to them,
As in the case of the budgets constructed herein, mqéh of the information ‘
is non-specific, invélving estimations‘and interpolations., Take for

instance the construction of budget V dealing with a turkey enterprise.

v /"’/:ﬂ.']/.i Vi
gy AL
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Basic information was contained in Bulletin 248 consisting of forty-two
pages. 2/ It required close reading to secure the data pertinent to
rations, consumption, and care, But'price data relevant to local éonditiohs
had to be secured by hearsay. Other marketing information was very scanty.
Development of such & budget would have been next to impossible for most
farmers. The éame is true of the crested wheat grass budget for here again
only scattered sources of information were available and data so scanty
as to appear controversial. L/

Reséérch workers are in a position which permits access to nearly
all'éources of data and they are able-to»call on specialists to secure
the kind of data they require. But the farmer is more limited in his
sources of information although he is thg only one that has data spec=
ifically adapted to his own farm, or knowledge of personal factors
pertinent to his management problems. |

The whole thought behind this thesis is directed towards involving
more farmers in budgeting on their own account. Yet it appears that much
essential information is not available in a form thaf is adequate for
their use at the farm level, To minimize these difficulties £he thought

is advanced that some effort could be put into collecting and arranging

3/ Cushman; Hariette E., and Welch, Dr. Howard, op. cit.

L/ See Diverted Acres, op. cit., pp. 26-30 and p. L4l. Also see Field
Crop Varieties in Montana, Mont. Agr. Expt. Staa, Circular 198,

(Bpril, 1952), P. 50.
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information pertinent to budgeting. This should be helpful to farmers,
extension personnel, and research workers alike.

Much publishea material relating to agriculture, which is of a
statistical or scientifie nature, appears in a form which farmers generally
regard with some suspicion because of its origin and mode of expression.
They fail to use it because it lacks instructions on how to adapt the infor-
mation to their own use in the light of their own objectives, Because it
tends to be bulky and is issued piece-meal, subject by subject, and
department by department, it is seldom collected or filed in a manner that
makes it a complete or easil& referred to body of informatien.

There are handbooks piled on handbooks but another one appears as
the most likely aid. The famer frequently refers to a pocket almanac
distributed by insufance or equipment firms. The county agents have
theif encyclopedic files and laose leaf handbooks. Neither are too
suitable for budgeting use, first of all because they are not specific
to an area and secondly because they provide no price information. For
physical production data there are possibly basic models in the extension
publications."Diverted Acres® é/ and "Guide to Farm Practice in Saskatch-
ewaﬁﬁé/ (revised every three years). Some marketing leaflets carry infor-

mation revealing price trends of products and éommédities from week to

5/ Diverted Acres,iop. cit.

6/ Guide to Farm Practice in Saskatchewan, Dept. of Extension, University
of Saskatchewan, Saskatoon, Saskatcheian, Canada.
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week'or month to month, Z/ A few publications atteﬁﬁt to project these
trends into the future, Statistical services compile da?awaﬁnually relative
to prices, yields, and grades of .farm products? §/ Iﬁdexes of prices
received and paid by Montana farmers and ranchers provide historical bases
of comparison anq opportunities for revision on a monthly basis. 2/ ;g/

All such information has to be drawn upon'When one starts budgeting
seriously. It is thought that processing this information and combining
it in a handbook designed to present budget information could lead to
more effective use of published research and statistical material. After
all the aim is to make the farmer more self-sufficient in individual
economic anagysis. Yet we can hardly expect him to acquire the broad
economic training that will permit him to range over all the economic
informgtion that is available and select the items that are relevant to
his éituation. It would seem that there should be some intermediate stage
Which would sort oﬁt and fumnel this relevant information to him, Such
& handbook is conceived as having the primary purpose of c:'cmsol:"Ldaﬁ:ilﬂ_g-.9

into one easily referred to source, the non-farm information that is

Z/ Livestock and Meat Trade Report, Market Information Section, Marketing
Service, Canada, Dept, of Agric., Ottawa, Canada, (weekly).

8/ Montana Agricultural Statistics, op.: cite

2/ Taylor; M. C., Indexss of Prices Paid by Montana Farmers and Ranchers
1935-1952, Bulletin L92, Ag., Exp. Sta., Montana State Gollege, Bozeman,

(November, 1953).

}9/ Tajlorg M. C.s Prices Recieved by Montana Farmers and Ranchers 1910-1952,
Bulletin 503, Ag. Exp. Sta., Montana State College, Bozeman, (November,
195L) '
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available., The serviceability of such a volume might be increased mater-
ially by pfoviding a means of keeping it up to date with periodical
releases of new research data, Finally because such a handbﬁok is proposed
to be helpful in budgeting it could contain a series of "check-lists® for
budgets dealing with various enterprises so that no item that should be
considered will be o&erlookedo This may also include brief refergnces to
relevant material for study,.or the location of information elsewhere in
the handbook., It is théught that many farm operatérs might find the effort
they put into férm planning more productive if they Wefe armed with tﬁe
informatioﬁ pfovided in such a handbook-and briefed in the use of hudgets.
The simmering down of the available information, as proposed above, might
bring many more farmers into the fold of those who gain immediate benefits
from scientific progress in agriculture.

Extending the budget framework to include features of the operating pro-

gram,-=The budget as presented in thié thesis leaves out a formal ton=-
sideration of the operatiné programs associated with different alternatives.
However the budgeter cannot affort to neglect study of the variatigns in
operating requirements. In this vein an attempt to appraise family labor
requirements was made. l;/ There is also the consideration of scarce

resources such as water for livestock to be balanced between: enterprises,

11/ See Part V., Table VII, p08h‘% For different treatment of problem see
Quenemoen, M, E,, Economic Aspécts of Water Spreader Developments .om
Southeastern Montana Ranches, Mont. Agr. Exp. Sta. Mim. Cir. 69,
(December, 1952), pp. L1=l3,
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Perhaps other aspects of the pfoposed.éémbination of enterprises are
competitive as in the case of funds for cash operating expenses., How does
a budgeter uncever such feaﬁures and give them the attention they.require?
The suggestion is put forward that a section could be added to the
budget with an auxiliary or concurrent relationship which would sati$=
factorily afford consideration of any features such as fhese, Som§ gtudy

would be required to formalize the mammer in which relative information

could be adequately reduced to comparable terms., The important thing would

be to get the tems in which comparison was to be made completely compre-

hensible to the budget user, if these were not’ of a quantitative nature,

]

Extending the budget framework to include a considerétion of the fgrmer“s
preferences,=-Thié perhaps is hardly necessary as an adjunet to budgeting
since the farmer concerned may automatiéally con;ider his preferenqes
through the strong feeling’that is ordinarily associated with likes

and dislikes., However some appraisal may be desirable to accounﬁ‘for the

preferences of other members of the family and to take cognizance of degrees

of preference, It is thought that such features could be handled by a

section designed to probe, draw out, and balance the farm family's reactions

to the proposed alternatives. This perhaps could be handled in a mamner

similar to the techniques employed by testing and counselling serviees.

Extending the budget framework to include a consideration of the‘farmgrﬂs_

objectives.-=The suggestion has been made in this thesis that before
making final decisions the fammer will at least subconsciously consider

other aspects of his enviromment in making his choice between enterprises.
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Such situations as vulnerability and flexibility may be thought over in
terms relevant to the farmer's experience. There may be many other equally
important circﬁmstances that infringe on this area of consideratién° Evi-
dence of this may be found in the articles of research journals which touch
on various facets of this area and present hypotheses on why farmers
behave as they do and how they respond to certain stimuli.

In this area of thought the budgeter is left entirely to his own
devices; Yet such matters may be of paramount importance in arriving
at effective determinate decisions, which may be reached at a point far
beyond the monetary comparison concluding the budgeting of a group of
alternatives, After all how can the layman reduce sensed rather than
intuitively known events such as vulnerability5 flexibility, risk aversion,
or other similar phenomena to understandable terms? lg/ Is he aware of them
beyond vague instincts to seek or flout safety in business? Yet different
enterprises should require varying degrees of concern relative .to these
aspects. |

The approach to this problem which an extension consultant might
take is to Iay out the monetary comparisons of the budgeted alternati#es
but explain what the consequences might be in terms of these other factors.
This depends on the consultant!s understanding of the implications involved

and the farmer's realization of their existence. Surely it would be

12/ Income vulnerability is discussed in a technical manner hardly suit-
able to lay use, by Jengen, Go P, 0p. cit., pp. 76=77.,




~106=~
desirable and helpful if the budget demonstration had some means of
uncoveriné and laying out the objectives of the farmer,'and comprehending
what circumstances would divert him from his goals. Clearer knowledge
and definition of these matters should be helpful to the farmer as We}l;

Here again it is thought that research could provide an e%tension to
the budget framework which would be helpful‘in decision-making. First of
all a clarificatign and classifidation of farmers' objectives in terms
which could bisﬁeasurable and comparable would be.neces_se'tryo - Then some
kind of balaﬂée sheet along the order of Table VII could be used to bring
the relevant consideratiohs together for comparison. ‘

If the results of such study were developed in readily understand-
able and easily calculated terms the budget would be much more compre=
hensive in its application. Extension workers ard budgeters would be
armed with a more useful tool capable of réaching further into decision-
makiné problem areas and stabilizing aspects of consideration of which
relatively liftle is yet known. The outcome of certain lines of action
Which\before might have been in doubt due to obscure personal management

quirks might, with such an extension; be quite easily descernible,

Need for more accurate forecasting.=-The accuracy of the budget depends

on the degree to which assumptions hay be made to approximate forth-
'comj’_ng-events, If yields and prices could be known beforehand within
relatively narrow limits the value of the Eudget would be enhanced. (Al- '
though for céMparative purposes a series of budgets may include quite
unrealistic assumﬁtionsﬂ if 211 biésed the'same way, énd still provide a

sound basis for a valid conclusion),
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Decisionamaking would be made easier if market, priceg yield, quali%yg
and all such aSSumptions could be mgde with a high degree of cerfainty
that they would closely anticipate future circumstances, To this end
continuihg research in price forecastiqg:is important to budgeters. Out=
side the realm of economics and farm ménagemehtzimportant'contributioné to
yield forecasts’may be made by such innovations as iﬁproved lbng range
weather forecasting, deﬁeloping possibilities in weather modii’ica’ci-on9 or
determination of soil moistﬁre reserves by probing or electrical cohm
duction mea(:ns° In actuality almost any kind of agricultural research
implies an\imprdvemeﬁt in thé.ability of farmers to divine or contrél
within a narrowing range the outcome of any line of action they choose
to follow, The difficulty arises, however, that many fiﬁdings open up
édditional alternatives Which'complicate the organizational job of the

farmer. Decision-making thus tends to become more involved when uncertaint
2 - g .

increases due to technological change,

New Research Indicated‘

The work qf %hig thgsis serves as a'Bare-introdqctioﬁ_to further more
intensive sﬁudy; Suggestions so far.made are of a hypotheﬁiéél"andtcon=
Jectural ﬁature which hardly qualify for' consideration as methodological
research, Perhaps problgms have been indicated towards which furfher'
research may be directed. In summary these may be separated into the two

areas re=capitulated below:
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1. A further development and consolidation of information on the socio-

2o

ec}nomic behavior of férmeTS'relative to various conditions of
their environﬁeﬁt, The problem here is that without this knowiedge
the development of farm management education is hampered. The
question may be posed thusi=-"Would it be possible to classify the
behavior patterns and-envifénmental circumstances 6f farmers in
such a way -that some formal considerétioh could be applied to
these factors when dealing‘withffarm management problems which
are now approached mainiy from the money income standpoin"t’.fM

This examination of the reaction and needs of farmers would
seem to be one of the bases upon which extéﬁsion work in farm ménc
agement might be built. The question has been askeds--"How do we
go about doing this job of extensionfeducétion in farm management?®
This thesis has not attempfed to throw much light on‘this pressing’
problem for which answers are'over=dueu'
The improvement of data available to.farmers for budgeting plrposes.
One of the things needéd is a development of techniques Which.wil}'
stimulate farmers to keep more adeqﬁate farm business récords° Qn
the scientific.side the.ﬁeed is for:céntinued improvement in the
manner of preéentation for the materi?; published for farm consump-

tion. Means of co=ordiﬁating the output of information from differ-

ent sourceé could be sought with desirable results.




=109~

How may research into these prdblemé be conducted? One %hought is
%hat'the current farm and home development program of the’éxtension service
could provide case studies in both areas of investigation. This would re=
quire the oﬁservation and recording of ‘the reaction of farmers and their
families,in the first case relative to recognizablg behavior patterns and
enviromméntal cénditidhs%and in the second case to the presentation of
educational information in various forms. The study of case da‘balso.ob=i
tained could point to more effective ways of presenting information for far=
mer use specifically for budgeting purposes. Further it is anficipated
that-the socio-economic behavior patterns of farmers might be illuminated
in such Q‘Way as to advance our understénding of- the forces at play in
this field, The development of knowledge in these two areas could be
applied to an improveﬁent of our extension education techniquéso

A second suggestion for a method of research is that a survey tech-
nigue might be employed. The critical factor here is in the design of a
survey: schedule wﬁich would élicit the desired iﬁform@ﬁioho Céncerning
socio=economic behévior patterns not only would the parameters within which
observations are to be made be difficult to estimate but also the personal
reactibns of the individuals ﬁo guestions of a private nature and relative
to nebulous afeés of thought m&ght’make it extremely difficult to secure a
cooperative response. The thoughtjis-advanced that rather than a direct
survey in this area of résearch, certain mmall items of study could be
incorporated into the schedules of.numeroﬁs field studies over a period

of time. The objective'would be to build up a fund of information over a
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period: of time$which;by consolidation according to pre-conceived piéﬁ?
ﬁould constitute-a sﬁrvey of farmer reaction to the characteristics of
environments diéplayed by tﬁe,sample strata and. problems probed in the
spécifid’survey of the moment.

Relative to the improvement of data used by farmers in budgetiﬁgs
direct survey would serve to find out WhaF farﬁers thought tﬁey would
likes what they:actually used, and the incidence of various kinds of
information on famms. Survey also would indicate the reception accarded
to disseminations of information'presentéd.in conventional and experimental
forms,

Whafever method of studying these préblems may be employed the degree
of success attéined will depend on the ingenuity of the researcher. It.is
hoped that, somewhere within this thesis, ideas are éXprqssed whiéh'may

subsequently épark such ingenious and worthwhile research.

VA |
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APPENDIX A

Demonstration of Budget Development

The purposé of these budgets is to provide a means of systematically
comparing, on the basis of the assumptions mades the rélative returns from
a group of production possibilities available to the case farm. In
essence it is an attempt to forecast the fubture consequences of certain
actions éo that decisions can be made for planning the farm organization
and thelallocation of farm resources. To do this it is necessary to
méke explicit the assumptions made and thus expose completely the workings
and potentialities of the case farm in order to lay a foundation for the
projected changes to be introduced in subsequent budgetse This may be
accomplished through an item-by-item exéﬁination of the basic fgfm business
structure and a laying out of the parts in their logical order. The tenta-
tive reconstructions of the farm business in parallel forms, as représénted
by other budgets, then display some of the effects of the éﬁahgés which it
is desired to study.

The basic budget, following the organization selected for this thesis,
has four main sections which aré repeated in all subsequeﬁt1budgétso " Hoty=
eﬁers where a livestock enterprise is introduced it is necessary to
consider another array of organizational and inputwéuﬁpui relationships.
This is done here by the addition of two sections to the original four

where livestock is the only. product and three sections where there are
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secondary products. In order to demonstrate the use of the various
sections, Budgets I, II, ITT and V are developed below as a budgeter

might go through them.

Budget I

Land use and crop production section.--This section sets forth the

operation of the cropping system generally used in the triangle area. The

‘budgeter should have no difficulty here in setting dowm an inventory of

acreages which will add up to the tofal for the farm. Half the cropland
will be seeded. to winter wheat and half Will be left for summer fallow,

But some wheat may be winter killed so the budgeter will assume that forty
acres will be shown (in brackeﬁs).asvremplanted to spring wheat, This
leaves 360 acres'unaccounted for and he shoula"qlassify this according to
its use or poténtial use. He should regard the ﬁncropped land on the

rented half section as waste since it is potentially uséless to him unless
it is fenced and watered or adjacenﬁ to potentially usable pasture available
to him{l On his own 1and.there will be unusable acreage in fafmstead%fences,
roads, and isolated corners. He will decide that the balance, here set- ab

325 acres, may be potentially valuable as pasture land. Perhaps at this

point, brought face to.face with an unused resqurce, he will speculate on :

the pogsibilities of securing some-return from it, especially if it occurs
to himvﬁhat'his:offnseason idle periods also represent unused resourcess
However, to get along with the 'budgéi:in'g9 he musﬁ now set down the

produétion of his wheat enterprise., This poses a problem. Because yield
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levels are uncertain in the area he may regartl the yields of past years as
non-typical, or anticipate an abnormality, in the season for which he is
budgeting, due to circumsbances of which he is already aware. If, as im
this budget, he settles on the long term average Yiéld rate so that it will
be comparable with the parallel long term averaée yie1d8‘of other cropsg-
for which he has no experience to refer to, he may still have to make
adjustments., These will allow for differences between his locality .and the
average, or, as in this budgetp be based on seeded acreage of winter wheat
rather than harvested acreage. In this case, too, anticipated yield has
been advanced by 3 busﬁelsﬂper acre over average yield to compeQSate for
returns to modern technology (particularlj'weedmspraying) not yet reflected
iﬁ long term averages. The budgeter will find himsélf hard pressed to make
these decisions without access to a source of outside iﬁformationy such as
reports of neighbor experiénce and eXpefiment staéioﬁ dats. He will find .
At neceésary t0 take note of any assumptions or guesses he makes in order
to construct subsequent budgets with the same bias,

Following estimation of tobal productien, the budgeter will realize
that this does not represent the quantity he Will be able to market. He
must account for other disposition--the reserve necessary for seed, and of
course the }gndlérdfs crop share. The rest he may expect ?o_eyeni@glly
sell., Bub what price can he expect? This with a price supported at a
minimum percent of parity is easiiy'de%érmined if consideration is given
to relative prices for the location, kind, and quality of wheat to be

marketeds Bubt if this budget is regarded as representing a nonecompliance
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alternative to the acréage restriction problem the returns will have tc be
calculated differentlyo'E/ The drrival at a gross reburn figure completes

this section of the budget.

Cash expense section.--~The budgeter (eéspecially if he keeps farm

records) should have relatively 1ittle. difficulty with this section. Some
of ﬁhe'cash expenses will apply to the farm in a general way such as taxes.
Others may be grouped according to resource as for instance fuel and grease.
Still others are specific to an enterprise and are conveniently added or
subtracted as in the case of hauling charges for cash grains but not for
grains used for feed on the farm. However, because costs of production may
be highly variable between farms he needs o work them oub for his own case
on the basis of the rate of use and cost of the various'ihputs_which_he

can approximate from his own experience. 2/ Relatively small cﬁénges in
costs of inputs may be anticipated and allowed for, although prices of

most items used in wheat production will not ordinarily change greatly
from year to year. The greatest difficulty encountered will be in segre-
gating and accounting for all the items that s@ould be considéred9 such aé
numerous small repair and supply expenses., The important thing will be to
construct the expense sections of all the budgets by following the samé
basic premises. If this is done the result of one budget relative to

.

1/ See Téylér;‘Maurice Co, "iheat Acfeaée'ﬂiloimehﬁs ~ Compliance or Non-
Compliance,® Montana FarmérfsﬁpckmgnslMarch_15? 1955{

2/ See Starch, E. A., Farn Organization s Affected by Mecharizations
Mont. Agr. Expte Sta. Bulle 278, Mays 1933, Dpps Lh-hJ.
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another will remain consistent and no error of Judgment in selection shcgid
occur. Total éash‘expenses for this budget were arrived at by using current
1955 cost figures applied to the inputs indicated for winbter wheat farms in
the 1919 farm survey.

Investments section.--In the previous section the budgeter should

have segregated payments of interest from principal payments on land or -
equipment. At this poin@ he could have speculated on ﬁhether the latter
payments were a cost for his farm. In all likelihood this thinking would
lead him to a consideration of'ail the money he had poured into land,
improvements, and equipment. Such capital items are not a direct cost_iﬁ
themsslves although they give rise in proportion to their rate of annual uSég
to indirect farm costs such as depletion, depreciation,and interest on
investment., Depletion ordinarily is not charged against farm land so need
not be considered here. Interest on the investments held in the farm bus=-
iness may be arrived at by considering the opportunity rate of return which
is forgone by having those funds tied up in the farm.

To arrive at depréciation the budgeter will need to make a‘cafeful
inventory and evaluation of the improvements such as buildings and fences
(although excluding his personal residencej and calcuia%e a rate of déprecw
iation which would be sufficient to create a reserve adequate to replace
them when they deberiorate to the point of uselessness, If he is a thHought-
ful man, this task will delay him with considerations of original cost,
féplgcemenﬁ cost, dbsqlescéﬂce (esg. a horse barn in good condition bub

unsuitable for current building requirements), and flexibility (usefulness
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and therefore value for burposes other than that for which it was con-
structed) . é/ The same process will be followed in astimating depreciation
for his equipment, except that for many items here he will have a bebtter
idea of rates of deterioraﬁipn and obsolescence.

At this point he may wonder if he is justified from a business point
of view in owning certain pieces of equipment which exhibit a high anrmal
cost for the services that they give offo Pbsséssidn of such items repre-
sents a form of unused resource for which he may be well advised to develop
greater use such as by custom work, expansion of his own operation, or sube
stitution of one pieée of equipment where two are maintained now (e.ge. noble
blade and duck foot cultivator, or disker and tiller, or press drill and
¢onventional drili)¢ ﬂ

One other consideration may be mentioned at this points &t what level
should the value of land and improvements be set? The objective should be
a valuation in keeping with a productivity of the land which could return
interest andlrecGMpense for the risks involved in holding the investment
in lands Too low an evaluation may lead to ¢omplacency with small returns
‘while too high an evaluation may create dissatisfaction when a low rate of
return to investment, labor, and management is indicated. Such situations
may lead to unwarranted decisions relative to non-farm opportupitiese How-
ever, for the purposes of this study of enterprise alternatives within the

farm, the budgeter will realize that these considerations are beside the

3/ TFor discussion of plant flexibility see E. O, Heady, op. cit.,
Phe 282—283o
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point so long as, for each subsequent budget, items of investment are
trested equally.

Financial summary section.--This section serves te bring all the parts

of the budget togethers From the monetary point of view it is the eritical
area wherefrom comparisons for deciéionqmaking may flow. The budgeter may
be impressed by the high level of cash income indicated by his calculations.
In fact, those farm operators that do not make a practiceiof budgeting are
frequently misled into an unsuitable line of action by the rosy picture
pfesented by such gross return figures. JIn this case the ﬂraﬁsfer‘of tobal
cash expenses to this section wiil permit the more conservative net cash
inceme to be examined., More sobering still is the determination of net
farm income by subtracting the depreciation, which is calculated in the
investment section on totalwvaluegynot onn equity. Net farm income is the
important figure, for on the satisfactoriness of this sum dépends the wel-
fars of the farmer's family and the attaimment of his goals in life., This
net farm ineome, which represents the economic product of the farmer owned
rescurces organized at a level of efficiency in keeping with circumstances
prevailing up to the time of acreage allotments, provides the monetary goal -
of subsequent organizations. Here again the budgeter may pause to speculate
that té justify the existence of the farm there should be an adequate neb
ineome'yield over the long run to provide interest on equity in investment -
and a labor and management income sufficient to satisfy the needs of the
farm family, This net farm income should be comparable with the returns

the farmer controlled resources would earn in alternative employment.
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Budget IT -
Budget IT demonstrates the ﬁosﬁtioﬁ‘of the operator who complies with
the aésuméd wheat acreage reduction of 25 percent yeb méies no attempt to

substitute another enterprise to utilize the acreage removed, from production,

The cropping system (land use and crop production section) is the same as

| before but land utilization differs in that Budget IT shows 200 cropiand
acres idle, -This in practice would be the least productive or most costly
land to work. The actual operator of a farm would be able to make some
allowance for this situation which would permit more accurate caleulations.
for cash income and cash expense. Consequently this budget, which treats
all the land as homogeneous, is unrealistic in that there is no effective
way in which the relevant production and cost figures may be adjusted
except in direct proportion to the acreage involved. Budget IT, on this
account, probably shows a greater relative reduction in net farm inegme
than would occur undef most actual farm situations.

Tn dealing with farm operating costs (cash expense section), these

cannot all be adjgsted according to the amount of cropland achtually seeded.
For the reasons stated above, some expenses may be less then in proportion
to the acreage used. Taxes will remain the same as in Budget I, and insur-
ance or interest would only be changed in special cases where the améun%s
involved relate to cfopping operations (e.g. hail insurance) and not to the
farm buildings and equipment. EvgnISupplies and miscellaneous expenses
(electrieity, paint, etc.) could decline less than proportionally to the

acreage reduction. The fixed costs, represented by depreciation of
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buildings and fences, (investments section) remain the same, as does the

L]

depreciation of equipment, for all practical purposes, since obsolescence
and exposure contribute a relatively large proporticn of decreased value,
by comparison with deterioration through use. Consequently the percentage

decrease in income (finanecial summary section) through acreage .control is

greater than the actual percentage of acreage reduction. .

Budget ITI

Land use and crop production section.=-The land use system allows for

1,00 acres of crop and:hOO acres of summgrfallow és in the basic organization.
Howevérs the substitgﬂion of 100 acres of barley for the displaced wheat
involves a Whole new set of management decisions, This agreage would have
lain over Wlnter unprotected by the eubtqmary winter wheat crop. It may
have been subjected to varying degrees of wind and wabter ero;ion and .
'undodbtedly'willlhavé a crusted surface, Early scarification is necessary
to et down moisture loss and create a clﬂddy’éﬁrfaceo V

The planting of a cover crop in thé‘pfeceding'summér might have been
a profitable practice conservation-wise, especially if the cover crop could
have been used or sold for grézingo 2/ However a cover crop would reduce

the moisture reserves available for the spring crop, which would be critiecal

-

é/ Wheat farmers in sections of southern Alberta have made a practice of
seeding protective cereal grains on summerfallow in late July or early
August. The sale of grazing rights on these fields to cattle feeders
in the fall has been reported as more than compenSatnng for the cost of
seeding plus any loss of yield on the subsequent spring crop.
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in the case of barley. The choice between this pair of alternatives will
depend on the relative gain possible from the cover crop in contrast to the
probable loss of return from the subseéuent barley crops, as well as on the
valué ascribed to the conservation practice. The farmer must keep in mind

that barley is shallow rooted and does better with a deep seed bed in a

* finer state of tilth than necessary for wheat. The earliest possible

seeding, providing that frost is not a hazard, will generally be most
productive. The farmer must prepare for this spring task which is addi-
tional to his cﬁstomary spring work. |

The variety he chooses to grow will affeet his later activities.
However, among numerous varieties only Compana is recommended. It és an
earlys drought resistant, two row, non-shabttering variety which may Ee
straight combinedﬂ.while other kinds require more careful'harvesting?
Special attention must be. given to securing seed ffee from loesg smut and
stripe mosaic. Although barley competes with early weeds, spraying will
generaliy be proi‘iﬁableo Here again, more attention must be given to bar-
ley than to wheat since barley is more susceptible to damage, especially
since farmers are less aware of the sensitive stages of devélopmenb for
this erope

Barley, hcweverg'may permit a better distribution of labor. First,
it may relieve ?he pressure of seeding fall wheat sbout harvest time.
Sécondly9 the usé of an early variety may allow the barley to precede
winter wheat in the harvesting séqﬁeﬁcé;  Provision will need to be made

for additional grain storage facilities due to the bulky nature of barley
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and its higher bushel yield relative to wheats From season to season, the
out=burn from bafley is less dependable and more variable than wheat, there-
fore extending the extremss of uﬁeertainﬂy in the farm business, not by any
means reduecing the variance, Market-wise, the price of farley‘is supported
in the same manner as wheat. Hence, no problem gxisﬁs in determining wﬁat

minimum price may be anticipated for a given grade at any selected locabion,

’

Cash expense, investments, and financial summary sections.--The cash

expense section covers about the same size of operation for the wheab-barley
organization as for wheat alone so that little significant change is antice
ipated in costs except for hauling the grains It is alsc assumed that the

investment inventory covers adequate storage capacity %o look -after the buds
geted increase of about one thousand bushels in total grains. The financial

summary is completed as before, -

Budget V

Land use and crop production sections=-Again the land use system pro-

vides for half crop and half summerfallow with the maximum acreage allow-
able in wheat. The diverted acreage is divided between barley, cats, and

some crop which can substitute for wheat or corn in the turkey diebs 5/

5/ Actually, wheat would make the most satisfactory and relatively the
the largest constituent of a normal turkey ration. However, the
.regulations regarding acreage allotment would require any wheat pro-
duced for feed to come from acreage within the conbrol Llimitations
 With an assured support price for the cash wheat crop it is asstmed
that the farmer would be reluctant to use wheat for feed in view of
its more uncertain return through the livestock.

{Continued on next paged)
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This division is made on a basis which should produce these grains in
proportions most nearly approximating the desired overall grain ration for
the growing turkeys. Selections have to be made between varieties which
will provide a suitable seqﬁence of seeding and harvesting operations, as
well as suitabllity for handling with the equipment on the farm. Pérhaps
the use of hulless oats and barley varieties would permit a higher pro-
portion of these grgins tb be fed to the turkeys. Some éhanges may be
introdyced depending on the relative productivities of the different grains
in pounds or T.D.N.'s ﬁer acre. Rye is:unpélatable to turkeys, hence un-
suitable as a wheat substitute; but hog millét and dwarf varieties of grain
sorghum may serve, although not enough is known abou£ yields and feéding |
characteristics locally. Some thought should be given, when introdicing
new varieties or kinds of grain, to'the protection of Montana's high
quality wheat from coﬁtamination with volunteer grains. As with the
barley alternative, particular attention must be given to weed spray appli=

cation if it is used, since oats are sensitive at stages when wheat and bar-

ley are safe from damagé°

(Continued from preceding page)

5/ Because of its superiority as turkey feed it might appear to be

T productive to use some wheat in the turkey ration rather than selling
it. However, a question then arises concerning the use of the diverted
acreage which already, for the size of project considered, will pro-
duce the maximum of coarse grains which can be used in the feed ration.
To consider the use of wheat then would make an increase in the size
of the turkey feeding project necessary, in order to use the diverted
acreage for feed production. A turkey farm rather than a grain farm
would result.
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Consideration of the lard usé system must also allow for turkey range.
Initially? as in this budget, the unused pasture may be utilized if it is
accessible, If turkeys are to be produced in succeeding years, a longer—
run program should be initlated. Turkeys should not be returned to the
seme land oftener than once in three years due to danger of disease losses,
as well as the fact that nutritional deficiences seem to show up very
quickly on continuously used range. In one year 2000.turkeys can use 20
acres of good pasture, but for dry unimpréved range this figure will be
much larger. Adequaté good range may éave up éo-ZO percent of the grain
(ecalculated at 10 percent for this budget). Consequently, it may pay each
year 1o switéh'20 acres of the diverted acreage into alfalfa if a produch-
ive and convenient piece of ground is available. This, howevefg'woﬁld
involve isolation or fencing problems. Probably mors satisfactory would
be utilization of a cover crop seeded on summerfallow earmarked for spring
seeding. With L00 zcres in summerfallow, an isolated area could be selected
to avoid ﬁhe'necessitj of fencing. Neither of these alternatives is allowed
for in Budgeb V.

Cash expense section.--Farm costs are adjusted to conform to the

changed crop system. Fuel, e¢il, and repairs are increased to take care

of addilional field operations, tractor use in moviné turkey equipment,

and grinding grain for mash. Also, considerable daily use of truck and

car would bé necessary in feeding and watering the birds, thus increasing
operating costse. Orain hauling, for wheat only, is the same as in Budget IT.

Seed treatment and spray material are adjusted to fit the needs of the




=125-

substitute feed crops. Supplies and miscellaneoué expenses would increase
materially with additional electricity for brooding'and pumping water, sacks,
veterinary expenses, and sanitation requirements. TFour months additional
hired labor is also added to provide for a turkey herder, Insurance and
taxes remain-the same as in preceding budgets. Bub the inberest item
will increase, first bacause of long term interest on addition to invest-
ment (bnly'S/g §f which is paid for) and secondly, because it is expected
that interest will need to be paid on short term borrowings to meet some
of the cash costs of poults, feed, labor, repairs, or fuel, oil, and grease.
A large amount-of direct livestock expenses is associated with the
turkey project. The cost of the poults is a major item which may be
reduced if poulté could be.secured at léss than the maximum price allowed
for here. The thrift of the turkeys will depend to a large extent on
supplements which will need to be purchased at relatively high costs
through the normal chamnels. It would be poésible to ﬁare feed costs by
careful ration reconstruction with the cheapest protein ingredients avail-
able. In this budget expensive Tish oil was partly replaced by cheaper
soy bean (expellgr) meal. Availability of a source of skim milk or
buttermilk Wbﬁld reduse the cost of protein supplements.

Investments section.--=This section allows for the additional investe

ment neceséary to accommodate the turkey enteiprise. Buildings of a mini-
mum nature for summer brooding of the poults, as well as the fencing and
equipment fqr the feeding, wabering, and handling of the growing turkeys

is eétimated at a material cost of $2730, It is assumed that the farmer
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could aecomplish the necessary construction by using the off-season or
" slack season labor already on the fa-rm° Because success has been achieved
with turkeys sleeping on the ground with less stampeaing danger than when
roosts are buiit5 investment in this is not accounted for. WNor is equip-
ment for herder living,protection from predators or storm%considefed in
thié budget. It may well be thabt the farm has unused buildings or material
that can be converted to brooder housing thus saving a portion of the |
above investment. Also, new construction of gfain or implement storage
méy'be so designed as to provide facilities for dual use during the
brooding season. Broeder housing may serve as fall shelter, particularly
if built with portability it mind. In this budget as well, an allowance "
under machinery is made for the addition of a feed grinder and feed mixer.

Tivestock organization section.--The budgéter“s hypothesis about the

turkey alternative will be conditioned by the desire to wtilize as fééd
all the product of diverted acreéage. An Extension release reveals that
2000 birds handled somewhat like a band of sheep will constitute a one man
unite. é/ Consequently, this seems to be a reasonable number to budget for
in view of the fach that one half or one quarter of this number would nob
utilize all the feed yet would demand. a large part of one man“s‘time?

The livestock system set forth in fhis budgetlfiTSt inﬁélveS‘eoﬁ;

sideration of breed, once a decision to raise turkeys has been made. Also,

6/ Diverted Acres, Extension Publication Ag-36, (Revised)g_Extensiqn Ser~
vice, Montana. State College, Bozeman, Montana, (September, 1935) po 35,

\
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an order for poults must be placed with a hatchery as early as January lst
in'brder to get the delivery time and the kind desired., For this eperation
Broad.BreéstediBronzé have been selected due to their large size, rapid and
efficient growth characteristics, and relative hardihood for the open rangs.
Beltsville Whites may be less désirable for the extensive operation planned
in this budget, although they should market at a higher price., Both these
and White Hollands are less prone to fighting, but their ﬁhiﬁe color may
make them more vulnersble to predators. Because turkeys are vulnerable to
. many hazards, certain losses must be anticipated in sgpite of care which is
assumed to involve continuous supervision of the flock; Extreme watchfule-
ness is necessary to ward off troubles within the flock asiwell as from
oubside sources. Crippled and injured birds should be slaughtered and
salvaged to prevent cannibalism. Diseased birds must be detected early,
the cause determined, affected birds destroyed, and stringent cérrectivé
measures appiied@ Losses as low as S'percent'afe not impossible. For .
large supervised flocks, they should not exceed 10 pereert, althbugh this
budget allows for about 12 percent loss,

Organization of this turkey feeding project requires careful integra-
tion with the seasonal operations of the farm. In this budget it is
plamed that the poplts will arrive after the spring seceding is .aceom-
plished, probably'between.May 15th and June 1st. It is assumed that the
farmer himself, with family help, could care for the poults in the critical
stérting period of 8 to 12 weeks fitted between spring work and harvest

‘time. The regular hired man can keep up with the field work at this time,
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Children coming out of school about June 1st would be available to partic-
ipate in the project. Once the turkeys go out on range the labor load will
increase and with harvest approaching the famer could revert to supervision,
hiring an additional man to herd the turkeys for thé remaining gfowth and
fattening period. This additional hired labor accounts for the sharp
inerease shown in farm labor cost. The alternative possibility, that
already. started poults (ready to go onm the range) could be secured, is
remote. However, such an alternative would make it unnecessary to invest
in brooding equipment and housing. Prohibitive added costs of the poults
and disease considerations. may make the scheme untenable although a case of
this practice has been recorded in Montana, while development of 15'pig
hatcheries® is a precedent., B

In any case the growing %ufkeyé on range should be brought along with
three marketing periods in mind. Tﬁe earliest is,Thaﬁksgivings followed
by Christmas aund then the Winter Pool of frozen furkeys. The producer may
aim at any one of these markets but a distribubtion between them will afford
an opportunity to dispose of the birds as they reach prime condition. Since
the flock will not all develop at the same rate, this practice will resuld
in a higher percentage of'top quaiity productol fhis is particularly
important if the producef plans on marketing other than live birds., How-
ever, facilities for on the farm processing are not 1ikely to be available
to the producer, and, without freezing equipment, proeess%ng such a large

number would not be practical on the farm.
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The producer in the "triangle®area would need to make arrangements
for marketing well in advance since.processing capacity in Great Falls and
other Montana points is limited in capacity. Consequently, selling the
birds alive, in conformity with current practice, is likely to prove most
satisfactory., Modern trucks can reach distant markets without diffieculty
with a live load and bids can be secured from various purchasers. Thus,
the farmer may be able to wiﬁd up his feeding project within seven months
of receiving his poults. For those who plan to leave their farms during
the winter this is an advantage over other kinds of 1iveétocko

Livestock feed requirements section.--Some consideration has to be

given to this sechion before the land use and erop production or the
1i€estock organization sections can be completedol The production of feed
on one side needs to be balanced by the consumption on the cther. Z/
Seriods study has to be given to the consﬁitution §f of suiﬁablé rabions 2/
from the feed resources purchaseable or available en the farm. The gquan-
+1ty and value of these purchased feeds has o be calculated before the
cash expenze section can be completed. Purchased mixed feed is allowed

for the first ten weeks at least, as being the safest means of securing

7/ Cushmsn, Hariette E. and Welch, Dr. Howard, ope oit., P» 256
8/ Cughman, Hariette B. and Welch, Dr. Howard, 0ps “eibey Po 1le

9/ Halbrook, E. Ro, Beeckler, A, Fo, and Smith, B. Po, Op. ¢it.
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an ideal starting ration. For the growing and fabtening period the home

grown grains are used, with about half as whole grain, and half ground and
mixed with the purchased concentrates shown, which are adequate to maintain
the nutritional requirements of the turkeys on range. If mortality due to
fighting and cannibalism is to be held to a minimum, care should be taken

to maintain the level of nubritional supplements represented by these cone
centrates.

Livestock products section.--This section records the output and

return anticipated for the turkey enterprise. Turkeys customarily have
been sold on a "New York dressed® basis. Hens command a higher price than
toms, bubt average seveféi pounds lighter when marketed at six to seven -
months of age. The oub-turn is estimated at a%eraéé'WeightS but a shrink
of Seven.pereent is estimated becausé’iﬁ is anticipated the turkeys will
be moved a long distence for slaughter. Price per pound is slightly lower
than that prevailing in 195) due %o a less favorable prospect in 1955,
However, it is expected that the prices will maintain their réiationship
with the prices of other meats so that a drastic priee change is not
1ikely,

FTinsneial summeary section.--This part can be éompleted when all other .

sections are worked ouf. The significant change is the very much larger
cash income which indicates the substantial increase in the size of the
farm Buéinéss; This is achieved through increasing and intensifying the
use of labor, managemenb, and short term eredit Br cash reserves, withoub

a great increase in fixed investment.
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The first question may be whether the net farm income is increased
enough to offset the increased effort and the financial hazardSvinvblvéda
Uncertainties are faced at every turn such as the availability and skill
of labor, prices of feeds and the product, the thrifs and weight gain of
the turkeys, and, above all, the mortality of turkeys due +to weather evénts,
care, and diseasé. One effect is probably an increase in the variability
of net farm income through the adding of uncertainties which are rot neg-
ati%ely correlated.

Considering the budget developed here, the addiﬁibn.df'a cent or twa
to the estimated price or a pound or two to thé avérage weight, is Quite_
within the bounds of possibility. Both would substantially incérease ‘i‘ncdmeo
But like 1osses could occur. Similar changes would reésult from saving or
losing an additional fifty turkeys, or experiencing moré or less shrink,

In spite of this variability the inéreaséd size of business and a larger
turnover would Iikely result in a higher average net farm income over

the long run,.given adequate management. .
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