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ones that are carrying more debt
than the farm itself can support.
And it is not too hard to find the
limits of debt that a farm can
assume. The problem is finding a
way to bring the debts within the
limits imposed by the income
ability ofthe farm.

Several techniques can be
employed to determine the
financial stability of a farm
operation. All of them require the
use of good financial records,
whether they are obtained from
the IRS 1040F, or more intensive
Farm Analysis Records like PFA,
or FederalLand Bank Analysis. In
some instances, the figures are so
obviously disheartening that no
analysis is needed to see that the
system can’t work. Sometimes it
takes a little digging and probing
to see where the weaknesses lie,
and if they can be corrected.

Financial Stability
In the course of my duties as a

trouble shooter for the Farmers
Home Administration, I find that
debt is the biggest obstacle to

success,
Pure and simple, the farms that

are under stress financially are the One of the easiest and first
techniques that I use is the Debt-to-

WHY SPEND MONEY
IN COSTLY TRACTOR

4-Wheel DRIVE
TKcA Saving Place
ijOPBCR
I ■ INTERCOURSE PA . REPAIRS WHEN YOU

CAN OWN A NEW
&STEIGER

INTERCOURSE, PA

PUMA 1000 WITH
STEIGER'S 5 YR. NO RISK PROTECTION

FOR AS LOW AS

$54.500
With These Features:
• Cummins 6 Cylinder Engine - 505 CID, Turbocharged,

Aftercooled @ 190 HP
• Powershift Transmission - Full 12 Speed Forward;

2 Speed Reverse
• Wet Hydraulic Master Clutch
• Hydraulic Disc Brakes
• Dual, 27 GPM Remote Hydraulic Valves
• 115Gallon Fuel Tank
• Super Quiet Cab w/50.75Sq. Ft. of Tinted Glass
• Deluxe, Adjustable, Air-Ride Seat
•AM-FM Radio
• Climate ControlledAir Conditioning and Heating
• 14’ Turning Radius toCenter OfDrawbar
• 17,000 Lbs. Shipping Weight
• 5 YEAR “STEIGER TRACTOREXTENDED PROTECTION*”

PUMA 1000
190Horsepower

STEIGER POWER, COMFORT AND
DEPENDABILITY AT A LOW PRICE
AND WITH 5 YEAR NO RISK S.T.E.P.

PROTECTION
...It's /Much /More Than A Tillage Tractor

* Covers Engine, Transmission, Clutch, Transfer Case, Driveline, Axles.

TWO CONVENIENTLOCATIONS

ItOOBCR ALL NEWAND USED PRODUCTS
BACKED BY

HOOBER PARTS
AND SERVICEINTERCOURSE, PA

(717) 768-8231
MIDDLETOWN, DE
(302) 378-9655

Lancaster Farming, Saturday, July 12,19K-A35
Asset ratio. It is figured by
dividing the total farm debt by the
total value of farm assets. The
result is a decimal percentage
figure called the D:A ratio.

Suppose that the total farm debt
is $300,000. The total value of the
farm assets is currently $350,000.
The D;A is .857, or 85.7 percent.
Farm Economists have been
telling us that anything over 40
percent is too high, and flags a
warning.

For a young family starting out
with little or no assets above what
they borrow, it is impossible to
have a D:A with an acceptable
range. Many are actually
negative, with debtstotalling more
than the assets.

Another simple test is Debt per
cow. If the above farm has 52
milking animals, the Debt per cow
is $300,000/52 or $5769 per cow.
Economists figure that $4OOO per

cow should be tops, for survival.
This is a second warning flag. It
can’t be improved by simply add-
ing cows, because the debt would
also have to be increased, with no
net reduction in the Debt per cow.

I have also used several different
types of analysis, including the
Farm Mini-analysis developed by
the Extension service.

If good sound figures can be
obtained, this type of analysis
gives a good picture of the
financial health of a farmbusiness.
It also provides projections of what
might happen if certain goals are
increased.

When we play “waht if?” with
these computerized formulas, we
can quickly see what the effect
would be if production per cow is
increased 5 or 10 percent, crop
production is increased, feed
quality stepped up, and any or all
combinations of those factors. We
can also project some altered
figures reflecting lower expenses,
higher (or lower) milk prices, and
lower family income.

However, this is a dangerous
game, and can blind us to reality,
leading to bad miscalculation.

The fact of life is that the times
in which we are presently living
are NOT the same as we had 15 or
20 years ago. The success achieved
by dad in the last 25years will be
very hard to duplicate by the son.
Even with some reduction in land
prices from several years ago, the
price may still be too high to af-
ford.

Some young farmers are in
many ways better dairy managers
than their fathers were. But the
times have changed so drastically
that they will be hard pressed to
duplicate what their parents have
done.

I have spent many hours trying
to convince good young farmers
that they are much better off
renting a goodfarm, and spending
their talents and resources in
developinga goodherd.

The only way to start in farming
and survive is by keeping the total
debts within the debt-paying
ability of the business. That figure
can be calculated accurately
within the known limits of income
and expenses. If total debts equal
or exceed the debt-paying ability of
a business, it is nearly impossible
to survive, let alone succeed.
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