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Let’s put that in plain language with a couple of examples:

1) Gerry goat farmer makes cheese.  Every hundredweight of milk produces 25 pounds 

budget for the cheese (subtracting expenses for cheese ingredients, packaging, and so on), 

herd, paying himself, and so on total $110,000.  

Gerry’s math:  $110,000 divided by $310 = 355 hundredweight of milk production need-
ed, or slighly less than one hundredweight per day in milk production, which is 25 pounds 
per day in cheese production.  Gerry produces cheese about every three days, so he knows 
he will have to milk enough goats to produce 75 pounds of goat cheese each cheesemak-
ing session.

2) By adding together her farm’s rent, travel costs, utilities, owner’s pay, and all the other 

 
Freda’s enterprise budget (shown on page 14) tells her that for each half-acre she grows 

of growing the squash.  

50 (half acres).  This tells her that, if she is only growing squash, she has to grow 25 acres 
of it to break even.

2) Adding more enterprises.  But Freda does not grow only squash.  She grows six other 
crops that have similar costs and expenses to squash.  We’ll call these “fall vegetables.” 

Freda also grows heirloom tomatoes, edible-pod peas, and greens.  These crops are fairly 

Freda runs a CSA program and has 25 subscribers this year, grossing $11,250 but leaving 

Breaking Even 
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Finally, Freda has an on-farm cabin that she can rent an estimated 85 times per year, at a 

Here’s the simplest way to start thinking about a break-even point for Freda.  We know 
she has yearly expenses of $80,000 and 5 main enterprises:  1. fall vegetables; 2. cauli-

Freda is doing a planning process because she wants to know how much land she should 
put in fall vegetables and high-value vegetables in order to break even.  Her other enter-
prises are all as big as they can possibly get.  

-
itites:

Now how will Freda pay this last $53,418 in expenses?  She’ll start by splitting it in two.

are so many parts.  Freda Farmer has come up with a pretty complicated break-even point 
for her farm:
By growing and selling:

85 farm cabin stays; 9 acres fall vegetables; and
1.5 acres high-value vegetables,
Freda’s farm can break even.  
She can now go back and look at her production plan and make 
sure these levels of production are doable.  She’ll also check out her 
marketing plan and make sure she has buyers for all this product.  If 
she wants, she can shift the balance of fall veg to high-value veg to 
something other than an even split.   Next, she’ll see where and how 

 yearly farm overhead $80,000

equals $53,418 left to pay

 $26,709 to pay
with  high-value vegetables

divided  by $150 gross 
per 100 row-feet

=267 x 100 
= 26,700 row-feet

=about 1.5 acres 

 $26,709 to pay
with  fall vegetables

divided by  $1612 gross 
per half acre

=9 acres of fall vegetables
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Breaking
 Even, 

Continued

Many farms will set prices so low that even in the best years it is impossible to make a 

The break-even analysis tests whether your farm model is feasible --  whether or not 

farm, as designed, can ever
Working through your break-even analysis helps you understand which crops or prod-
ucts pull more of the weight of paying the farm’s bills, and which pay less.  Some less-

you will learn to drop.

•

•

•

Projecting Cash 
While break-even analysis tells you what it will take for your farm to pay its bills, it 
doesn’t help you at all with questions like:

When will my business reach the point where it is paying its bills?
Will I run out of money in the time it takes to reach that point?
If I’m borrowing money or using my own money to keep my farm going, how much 
can I expect to borrow?
Will I run out of money in my slow months?
Will I build up enough money in my good months to get new equipment, or expand 
the business, or pay off debt, or pay myself something extra to take care of family 
needs?

It’s a chart, often done in Excel or another spreadsheet program.
Time goes across the top, usually months but could be quarters or years.  Each column 
of the chart represents a segment of time.
The rows of the chart show income, expenses, and cash in hand.
A projection shows the future.  You can use a similar chart to look at the past.
The goal of the chart is to show all the cash that leaves or enters the business for any 
reason.  

we’re only showing two months.  

How much cash the business will have in hand at the start of the month;
How much cash the business will bring in during the month;
How much cash the business will spend during the month;
How much cash the business will gain or lose during the month (cash in - cash out);
How much cash the business will have on hand at the end of the month.  

•
•
•

•
•

•
•

•
•
•

1.
2.
3.
4.
5.

Foundations Ver. 2010.3   Copyright 2011 Mountain BizWorks 97

Jennifer Miyakawa




         Farm Business Planning Workshop  19

Mar-07 Apr-07

Cash at start of month 3000 402
Cash In
Owner’s Investment
Loan or Grant money in
On Farm Sales-cheese 1100 1800
Wholesale Sales -cheese 2800 2500
Market Sales 700 2800
Live Goat Sales 1000
Services 100 600
Total Cash In 4700 8700

Direct Expenses
packaging 128 234
labeling 40
merchant fees 33 54
other ingredients 470 870
Total Direct Expenses 671 1158

Capital Expenses
Equipment
Building
Remodeling 1200
Total Capital Expenses 0 1200

Monthly Expenses
Gas (utility) 332 410
Water 40 40
Phone 40 40
Cell Phone 85 85
Electric 140 160

40
Health Insurance 50 50
Owner’s Pay 2000 2000
Professional Fees & Memberships
Market and Booth Fees 60
Truck and Tractor Insurance 120 120
Gas and Oil 210 210
Dog Expenses 60 40

150 150
Postage 110 114
Vehicle Maintenance 0 200
Other Maintenance & Repair 50 50
Supplies 150 150
Veterinary 120 120
Advertising 250 250
Accounting 400
Loan Payments 420 420
Labor 1500 1500
Payroll Taxes 180 180
Total Overhead Costs 6047 6749

Goat Feed, hay and straw 580 200
Total Farm Inputs 580 200

Total Expenses for Month 7298 9307

-2598 -607
cash at end of month 402 -205

Many farms experience 
short-term cash shortages 
that are unexpected, and 
they end up in crisis mode:  
borrowing money at high 
rates or underfunding their 
farm, leading to reduced 
yield, damaged customer 
relationships, and higher 
expenses later.

keep you from running out 
of cash, but it will make you 
smarter and more prepared 
to deal with it when it 
happens.

form on the next page.
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Jan-07 Feb-07 Mar-07 Apr-07 May-07 Jun-07

Cash at start of month (= ending cash from month before)
Cash In
Owner’s Investment
Loan or Grant money in
On Farm Sales
Wholesale Sales 
Direct Consumer Sales
Services
Other
Total Cash In (add above lines)

Direct Expenses
packaging and labeling
Merchant fees
other 
other 
Total Direct Expenses (add this section)
direct expenses: costs that disappear into the product or happen only when you make a sale

Capital Expenses
Equipment
Building
Remodeling
Total Capital Expenses (add this section)
capital expenses: costs for things that are durable and don’t need to be bought again and again; start-up costs

Monthly Overhead Expenses
Gas (utility)
Water
Phone & Cell Phone
Electric

Owner’s Pay
Professional Fees & Memberships
Market and Booth Fees
Truck and Tractor Insurance
Gas and Oil

Postage
Vehicle Maintenance
Other Maintenance & Repair
Farm and Market Supplies
Advertising
Loan Payments
Labor
Payroll Taxes
Other
Other 
Total Overhead Costs (add this section)
overhead:  monthly bills it takes to keep the farm running.

Soil Amendments
Other
Total Farm Inputs

Total Expenses for Month
(add inputs, overhead, capital expense, and direct expense)
gain/loss for the month (income minus expenses)
cash at end of month (starting cash plus gain or minus loss)
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Jul-07 Aug-07 Sep-07 Oct-07 Nov-07 Dec-07

Cash at start of month (= ending cash from month before)
Cash In
Owner’s Investment
Loan or Grant money in
On Farm Sales
Wholesale Sales 
Direct Consumer Sales
Services
Other
Total Cash In (add above lines)

Direct Expenses
packaging and labeling
Merchant fees
other 
other 
Total Direct Expenses (add this section)
direct expenses: costs that disappear into the product or happen only when you make a sale

Capital Expenses
Equipment
Building
Remodeling
Total Capital Expenses (add this section)
capital expenses: costs for things that are durable and don’t need to be bought again and again; start-up costs

Monthly Overhead Expenses
Gas (utility)
Water
Phone & Cell Phone
Electric

Owner’s Pay
Professional Fees & Memberships
Market and Booth Fees
Truck and Tractor Insurance
Gas and Oil

Postage
Vehicle Maintenance
Other Maintenance & Repair
Farm and Market Supplies
Advertising
Loan Payments
Labor
Payroll Taxes
Other
Other 
Total Overhead Costs (add this section)
overhead:  monthly bills it takes to keep the farm running.

Soil Amendments
Other
Total Farm Inputs

Total Expenses for Month
(add inputs, overhead, capital expense, and direct expense)
gain/loss for the month (income minus expenses)
cash at end of month (starting cash plus gain or minus loss)
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