




Pollywog Financial Planning Session

Eloise, George, Gracie and Chellie had put aside a full weekend to begin drafting a financial plan for Pollywog Farm.  Gracie procured childcare during the days for Friday, Saturday and Sunday, freeing her up to devote her full attention to the process.  
Starting Friday morning the group got together over breakfast and plotted out their game plan.  They used their financial planning notes from class and also took out their “whole under management” and holistic goal.”  They started with step one:  looking back across the farm last season and also assessing progress towards their holistic goal.  This step involves assessing whether there was a major logjam and adverse factors.
As they looked at their major logjam for the season they realized that it was poor communication.  Poor communication was the overriding trouble maker on their farm.  It resulted in wasted time, inefficiency, lost products, and even poor organization and lost tools. After brainstorming a number of options, they decided to hold a breakfast meeting Monday morning and a dinner meeting Friday evening.  No true expenses were needed to hold these.  Yet they also decided to purchase a white board for the farm at a cost of $35. This would allow them to write notes and tasks.  They also decided to purchase radios to be able to stay in touch.  These they found on-line for $55 from a clearance web site.

Okay then, some adverse factors; again it was lack of tillage and cultivation equipment to expand their production.  After ruling out the purchase of a tractor, they decided to barter with Howard for vegetables and use of some of their land for grazing his livestock.  There was no cost to this agreement and it would help them expand their CSA and other potential enterprises.  Marketing was another adverse factor they had to deal with.  They had to figure out how to reach more people, how to educate people about the value of their products, why they were priced as they were, and the benefits of buying locally.  George saw the “networks” section in their “whole under management” and thought that would be a great starting place.  They realized they could reach people through their networks and decided to prepare brochures using Eloise’s skills and software.  It costs $0.05 per brochure and they would make 1,000 for a total cost of $50, very reasonable indeed.  Eloise knew the power of E-commerce and felt they could use brochures to send people to a web site where they could learn more and also sign up and purchase things on line.  To do so, they would need to set up a web page that allowed for this.  Eloise had done this enough to know it would cost $3,000.  They did not have $3,000 from the farm, but George felt they could take that amount from $10,000 of off-farm income he and Eloise are giving.
The next step involved doing a balance sheet to assess their starting net worth.  They decided to use a rather simple one they were handed in class.  At various other educational workshops they received some more complex ones; yet keeping it simple at this stage was fine for them.  

Next they had to plan their income, time to sharpen the pencil for this.  Gracie really wanted to increase the number of CSA members to about 60 shares.  Eloise wanted to ratchet up the chicken enterprise and knew they needed to move to a pasture based system and abandon the dilapidated building now they had.   She also loved to process and can, so keeping or expanding the salsa business was a must.   Likewise, she and Gracie had spoken about beginning bee keeping.  They all felt that adding products like honey and eggs to their CSA would strengthen interest and also provide added income. They also had the farm stand and their networks to move products as well.  So they crunched their numbers based on these potential enterprises.
The next step involved planning their profit.  George really liked this step and was very interested to see the theory of I-P = E put into practice!  So they got work identifying what profit they were seeking this year.  They all understood from their discussions that being a startup farm, they needed to have patience and seek to reach the level of profit they ultimately wanted over time, perhaps even as long as five years!  The first category according to their notes was an equipment replacement fund.  The CSA had a total cost of $1,310 per year for replacement of equipment.  The hen house and fencing had a yearly replacement cost of $200 and the bees had $300 for yearly replacement costs.  
Ideally, the farm would produce $15,000 for Salary & Living Expenses, this was a hope but we would need the figures to bear this out.   Quality of Life was very important to all, especially Gracie, being a young mother of two.  So they put in $500 for family camping trip and to attend the NOFA summer conference.

They continued to follow their notes and also put in money for health insurance.  All they felt they could afford was $500 for calamity insurance for Gracie.  Ideally they would have like to put in money for retirement and for a college fund, but no third year farm could pay for that they felt, so they left this for another year.
Now it was time to go through each enterprise and identify its weak link, brainstorm ways to address the weak link, thus reinvesting in their farm.  They looked to see if the weak points in their chain of production was in converting raw resources such as sunlight and water into products, or if it was in getting their products into a marketable form, or if the weak link was in marketing the products and thus putting cash in the bank.  
For their CSA enterprise they were fairly certain that their weak link was in resource conversion.  They were hoping to really ratchet up the number of shares they sold and knew they would need more vegetables and products than they were currently producing to meet the demand.  They felt that they particularly needed to invest in this area of their farm.  An irrigation system would really help them produce more per acre and not be so susceptible to the weather.  They used the testing questions to truly make sure the decision was addressing the root cause and would return on their investment.  They identified areas they needed more information on and decided to spend some time over the next week gathering data.
The egg laying enterprise was again a resource conversion weak link.  Currently the chickens were in a broken down barn, not getting enough light, predators were getting some at night, and they were against this confinement.  They also really wanted to take advantage of pasture and produce the eggs in a manner congruent with their values and with customer demand.  They decided that building a mobile hen house with fence would address this weak link.  
The salsa enterprise was the final existing enterprise to analyze.  They thought hard about this one.  They grew the ingredients pretty darn well, clearly this could be improved, but was it their weak link?  Converting the vegetables into salsa was an issue before they found they could rent the community kitchen.  Last year they were able to get their systems down and make 200 jars per day.  So they figured it was not a product conversion weak link.  Then it dawned on them, all those jars of salsa they did not sell.  They had 50 left out of 1,000, yet they gave many “customer appreciation” jars away.  They concluded that market conversion was their weak link for this enterprise.  Now what to do about it?  They felt that they would not invest any more money in this enterprise aside from the web site and brochures they already funded when exploring the adverse factors.
Their final enterprise, honey, was brand new, so resource conversion and their start up investments would suffice.
The next step was to sort their expenses.  So they got out their worksheets, labeled the expenses and put them onto the appropriate sheets.  They had a “wealth generating” worksheet, and then a worksheet for each enterprise which listed the maintenance and inescapable expenses.  They also created an “overhead expense” worksheet and labeled expenses on this sheet accordingly.
The expenses were put into the months they would be incurred, as was the income on the “planned income” worksheet.  Thus the cash flow was now done.  Now it was time to balance the financial plan….
Of course, as predicted, the plan did not balance the first time around.  Can you help them make this balance?
Thanks to your efforts, Pollywog Farm finally was able to make it balance.

Next they re-drafted a balance sheet based on the reinvestments they intended to make in their financial plan.  

The final step was to develop a strategy to enter data and monitor the plan monthly.  This would let them make changes during the growing season and better control expenses.  Likewise they could adjust their marketing strategies if the income was not as predicted.  Chellie offered to help put numbers into a computer program and George said he would help do this once a month.  Gracie and Eloise decided to each take one hour per week to organize bills and receipts to make this job easier.  They would monitor the plan during a farm meeting each month.  Would this monitoring plan work?  Well they would just have to wait and see.
The group felt really excited, for the first time they had actual projections, analyzed their business, and felt empowered that the farm could be a viable business for them!
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