farm management

Today’sfarm

When a
plan comes
together
There are many different kinds of plans and
every farm family should have one
James McDonnell
Financial specialist, Teagasc
Rural Economy Development
Programme.

F

arming is a risky business and
the best way to manage risks
is to plan for them. Some are
within our control, and by managing what is within our control, we
make the business stronger to meet
the challenges from beyond the farm
gate.
For example, by using good genetics, we can ensure that when we sell
animals, milk or crops that we get
an above average price, even if the
general price available is poor due to
market forces outside our control.

What should a plan look like?

Most farm plans that I have seen are
a document that could run to 20 or
30 pages, but plans do not need to
be any longer than a few pages. For
some, the farm plan is about keeping
the farm business going more or less
along the same lines, while making
UHJXODUWZHDNVWRLPSURYHSURoW
Plans do not have to be ambitious.
Many farmers are part-time now. If
\RXoWLQWRWKLVFDWHJRU\\RXUELJJHVW
challenge might be achieving a good
work/life balance by running the operation with fewer hours. For others,
the goal could be a succession plan.
Taxes on transferring assets to the
next generation can be very high
without good planning, and by delaying making a plan, you could run out
of options. So what do you think your
plan should look like?

What will this cost me?

Most of us when we hear the words
‘farm-planning’, think there is a lot
involved and that it will be costly.
Often, plans are completed as part of

a bank loan application, contain lots
RI oJXUHVDQGDUHGLIoFXOWWRIROORZ
by the untrained eye.
But most plans should not cost
anything more than some time, if you
have the right tools at your disposal.
The main purpose of the plan is to
achieve something, so the cost will be
more than covered by the return, as
the saying goes: “You must throw a
sprat to catch a salmon.”

Where do I start?

Teagasc has planning tools that you
can use to help. You may need guidance on which tools to use or how to
use them, depending on the purpose
of the plan. This is when you need
some help from your advisor, mentor,
RUIDPLO\7KHSODQFRXOGEHDoQDQcial, succession, time management or
other.

Financial plan
3ULRUWRFRPSOHWLQJDQ\SODQWKHoUVW
step is to analyse the farm business
as it stands now. The requirement
here is to look at yourself as a farm
manager and ask: “Have I being doing

a good job managing the farm?” To
answer this question honestly, a set of
management accounts is needed.
7KH7HDJDVF3URoW0RQLWRUFDQKHOS
with this. By getting your business
analysed in this way, you can benchmark your farm business against
other farms with the same mix of
enterprises. This benchmark is your
kHIoFLHQF\OHYHOy
Many farm business are not as ef-

Figure 1: Contribution of Direct Payments to Family Farm Income

1994 – 2018 (source NFS). *From 2012 onwards farmers with sales of less than
€8000 were excluded from the data
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oFLHQWDVWKH\FRXOGEHqLI \RXUIDUP
LVLQWKLVFDWHJRU\\RXUEXVLQHVVSODQ
VKRXOGIRFXVRQDGGUHVVLQJWKLV
,I WKHSODQLVWRJURZWKHIDUPEXVLQHVVWKHQDGHWDLOHGoQDQFLDOSODQLV
UHTXLUHG7KHZRUNERRNk0\)DUP
0\3ODQ3ODQQLQJP\)XWXUHyLVD
WRRO\RXFDQXVHWRJDWKHUWKHLQIRUPDWLRQWRKHOS\RXDQG\RXUDGYLVRU
FRPSOHWHDoQDQFLDOSODQ
7KHDGYLVRUFDQWKHQSURMHFWIRUZDUGXVLQJDFRPSXWHUSURJUDPPHWR
oJXUHRXWZKDWLVDFKLHYDEOH

Succession plans
7KHDYHUDJH,ULVKIDUPHULVDOPRVW
\HDUVRI DJHDQGPDQ\KDYHQHYHU
WKRXJKWRI UHWLUHPHQW7HDJDVFKRVWV
DQXPEHURI k7UDQVIHUULQJWKH)DPLO\)DUPyHYHQWVHDFKDXWXPQZLWK
WKHVROHSXUSRVHRI SURYLGLQJLQIRUPDWLRQWRIDUPHUVZLVKLQJWRSXWD
VXFFHVVLRQSODQLQSODFH
)DUPVXFFHVVLRQLVDYHU\FRPSOH[
DUHD&DSLWDOWD[HVDUHFRPSOH[DQG
VRWRRDUHWKHG\QDPLFVRI IDPLOLHV
k7KH)DUP6XFFHVVLRQDQG7UDQVIHU
*XLGHyLVDZRUNERRNDYDLODEOHIURP
7HDJDVFRIoFHVWRKHOS\RXZULWHD
VXFFHVVLRQSODQ<RXUORFDO7HDJDVF

DGYLVRUFDQDOVRKHOS\RXZLWKWKLV
7KHVWDUWLQJSRLQWLVWRZULWHDZLOO
DVWKLVGHFLGHVZKDWKDSSHQV\RXU
SRVVHVVLRQVLI \RXSDVVSULRUWRFRPSOHWLQJ\RXUVXFFHVVLRQSODQ3XWWLQJ
DVXFFHVVLRQSODQWRJHWKHULVWLPH
FRQVXPLQJVRLWQHHGVWREHVWDUWHG
DVVRRQDV\RXFDQ
6RPHWLPHVSHRSOHSXWWKHPVHOYHV
LQDVLWXDWLRQE\GHOD\LQJZKHUHWKH
SODQEHFRPHVDVDOYDJHRSHUDWLRQEHFDXVHWKHUHLVOHDNDJHWRWD[RURWKHU
FRVWVWKDWZHUHXQIRUHVHHQ5HPHPEHUWKHIDUPFDQEHSXWDWULVNE\
GRLQJQRWKLQJ

How does a plan reduce risk?
6RPHWLPHVLWVHHPVOLNHIDUPLQJLV
VXIIHULQJDGHDWKE\FXWVZLWK
ZHDWKHUSULFHpXFWXDWLRQVFRPSOLDQFHFRVWVZLWKUXOHVDQGWKHUHGXFLQJYDOXHRI HQWLWOHPHQWV+DYLQJ
DSODQKHOSV\RXWRFRSHZLWKWKHVH
FKDOOHQJHV
,I \RXDUHoQGLQJWKDWIDUPLQJLVEHFRPLQJDQLQFUHDVLQJO\GLIoFXOWZD\
WRHDUQLQFRPHRWKHURSWLRQVZRUWK
FRQVLGHULQJFRXOGEHODQGOHDVLQJ
IDUPSDUWQHUVKLSVIRUHVWU\RUVKDUH
IDUPLQJWRQDPHDIHZ

0RVWSHRSOHFRQVLGHUIDUPLQFRPH
WKHELJJHVWULVNDQGIRUWKHPDMRULW\RI ,ULVKIDUPHUVWKH(8VXSSRUW
SD\PHQW %36 PDNHVDVLJQLoFDQW
FRQWULEXWLRQWRIDUPLQFRPH VHH
)LJXUH 
%\WKHWLPH\RXUHDGWKLVDUWLFOH,
KRSHWKDWDQHZ&$3DJUHHPHQWZLOO
KDYHEHHQDJUHHGDOORZLQJXVDGYLVRUVWRKHOS\RXSODQXQWLO
NQRZLQJZKDWWKHGLUHFWSD\PHQWV
ZLOOEH
)RUPRVWULVNVWKHUHDUHWKLQJV\RX
FDQWRGRKHOSIRUH[DPSOH\RXFRXOG
WDNHRXWLQVXUDQFHWRSURYLGHODERXU
LI \RXJHWVLFN,I \RXDUHQHUYRXVRI 
EXOOVGRQ WNHHSDQ\
7KHFKDOOHQJHLVWRLGHQWLI\WKH
ULVNV6RPHWLPHVZHGRQ WHYHQVHH
WKHULVNGHVSLWHZDONLQJSDVWLW
HYHU\GD\VRIURPDKHDOWKDQGVDIHW\
SHUVSHFWLYHLWLVRIWHQEHWWHUWRJHWWKH
KHOSRI DQRWKHUIDUPHUWRFKHFNKRZ
VDIH\RXUIDUP\DUGUHDOO\LV
)LQDOO\LWLVZRUWKSXWWLQJLQWKHHIIRUWWRSODQEXWLWFDQEHGLIoFXOWVR
XVHZKDWHYHUKHOS\RXFDQJHW
,ZLOOoQLVKRQDTXRWHIURPWKH
V79VKRZThe A-Teamk,ORYHLW
ZKHQDSODQFRPHVWRJHWKHUy
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