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Electronic data processing has become a new factor to con-

sider in the operation of farm accounting projects. The deviation

from the more traditional account project to the use of electronic

processing equipment to process, classify, and report data sent in

periodically is a new and popular approach in farm accounting. With

the introduction of these new developments a re-appraisal of farm

accounts as a tool for individual decision xraking and as a basis for

management research and extension education is needed.

The specific objectives of this study were: (1) Evaluate the

specific strengths and shortcomings of electronic farm accounting

as compared to the conventional method of record keeping. (2) Re-

view the organizational framework, approach and procedures of
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several electronic mail-in prpgrams currently operating. (3) Out-

line factors to consider and recommendations in developing such a

program for Saskatchewan.

A properly organized electronic mail-in farm accounting pro-

gram will be able to satisfy a wider diversity of interests than is

possible under manually operated accounting projects. The inter-

ests and objectives with regard to farm accounts, of farmers, re-

search people, or extension agents can be and usually are quite dif-

ferent. The great flexibility possible in electronic accounting pro-

grams permits them to be operated in various ways and at different

levels of intensity to best meet the objectives desired

The first mail-in electronic accounting project in the United

States was established at Michigan State University in 1957. Since

1957 growth has been widespread and there is considerable interest

in this approach at the present time There are numerous varia-

tions among the electronic accounting programs as all of the states

with active projects are not following the same procedures nor do

they embrace the same objectives. While the early programs were

concerned mainly with financial records only, many of the programs

are now providing more comprehensiveand complete farm account-

ing systems. At the present time a number of areas are in the pro-

cess of development and refinement in order to facilitate a more



fully mechanized program. A great deal of progress has been made

in adapting electronic data processing to farm accounting, however,

more time and effort is needed to fully develop and capitalize on the

possibilities associated with this approach.

In the organization and development of an electronic mail-in

farm accounting program for Saskatchewan a multi-purpose project

designed to serve the objectives and interest of farmers, extension,

research and others interested in farm records is recommended.

This would be a joint effort sponsored by the Department of Agri-

cultural Economics at the University of Saskatchewan and the Farm

Management Division of the Saskatchewan Department of Agriculture

in close and cooperating roles with other i.nterested groups

The overall electronic accounting project would be organized

with three coordinated phases, including a research phase, exten-

sion phase and a service phase, with a central data processing sys-

tem. It would provide a complete and comprehensive accounting

system capable of collecting and processing detailed physical and

financial data. Individual cooperators will be able to select from a

list of available options, the degree of detail and depth of analysis

that he desires in farm accounting.
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AN EVALUATIVE STUDY OF MAIL-IN ELECTRONIC
FARM ACCOUNTiNG SSTMS WITH FACTORS TO

CONSIDER IN DEVELOPING A PROGRAM IN
SASKATCHEWAN, CANADA

INTRODUCTION

Farmers as a group maintain rather meagre records of their

business. Mostfarmers keep some kind of account but for the most

part they are sketchy and fail to provide the necessary, information

whereby a full analysis of the business may be made. There are,

however, farmers who keep complete physical and financial accounts

which are summarized at the end of the year and used as a basis for

decision making. Many of these farmers are successful in their

business. The failure of farmers in this department of their work

is due largely to the fact that farmers have failed to recognize farm-

ing as a business and have not yet realized the utility of record keep-

ing.

Progress has been slow in the practical application of conven-

tional accounting methods to the farm This may be due to a corn-

binati,on of causes. First, conventional accounting is a special and

somewhat laborious process and requires a degree of clerical skill

not usually available on the farm. Another cause for the failure of

the development of accounting on the farm has been the rather
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general failure in educating farmers to the importance of farm rec

ords and record analysis for improved business management. This

is evidenced by the fact that a high proportion of farmers keep only

the minimum amount of financial records for income tax reporting

purposes.

The management problems of farmers and the adjustments re

quired continue to increase and become more complex. Such prob

lems are traceable to changing production techniques, improved

technology, increased pressures from costs, and shifts in the mar

keting system. Competition in farming has become very keen

Farmers are competing not only with farmers in their local region

and the rest of the nation, but with farmers of other countries.

Farming also appears to face stiffer competition with other indus

tries for the use of resources such as labor, land, and water.

Farming decisions change under varying conditions. Yester-

day's right decision may be wrong today. A few years ago, with

relatively favorable cost-price ratios, the right decision was to

get quantity of production at almost any price. The emphasis was

on production. Today income differences are closely associated

with differences in efficiency-crop yields, livestock feedconversion

ratios, how much is accomplished in a day, efficiency in use of pow-

er and machinery. Having shifted to tighter cost-price ratios,
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efficiency becomes the prime consideration. Agriculture today em-

ploys much larger amounts of capital than ever before. Some of the

decisions today involve a large quantity of money and may commit a

person to a program involving many years. Mistakes are costly. In

order to be in adjustment with the economic climate in which one op-

erates his business, current reliable input-output information must

be available and secondly, one must be able to apply it. Increased

efficiency in production, larger scale of operation and adoption of

better business methods have become necessary in our highly com-

mercial agriculture.

In the complex changes that have affected modern agriculture,

mechanization has played a large part. he invention and perfection

of automatic or partly automatic machines and their increasing use

haverelieved many of the production processes of their former de-

pendence on human labor. Engineers have mechanized harvesting

and tillage operations. They have taken the backbreak out of barn-

yard chores. Even the farm housewife has an easier time due to

electric refrigeration, central heating and water on tap. With auto-

mation all over the farm, one of the last areas to be mechanized has

been farm accounting but now with electronic data processing a major

breakthrough is shaping up in this area..

The mechanization of farm accounting has developed around
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mail-in systems making use of electronic data processing equip-

ment. There are a number of mail-in account programs at present

in operation involving the use of electronic data processing equip-

ment. Although there are minor variations among these programs

with respect to operating procedures, the following is a brief out-

line of the principal operating features of a mail-in electronic farm

account system. The farmer records all financial transactions as

they occur on a basic data sheet. Each transaction is coded either

by the farmer himself or at a central coding center according to a

specified coding system. The farmer mails his completed basic

data sheets periodically to a collection center where they may be

coded, checked and sent on to the processing center where business

machines perform the sorts and calculations. Periodically during

the year reports are mailed back to the farmers giving a classifica-

tion and summary totals of all transactions to date.

In the past, an old shoe box has been the extent of mechaniza-

tion in farm accounting. It was handy for receipts and bills record-

ing day to day transactions. Trouble began when the farmer had to

sort out the contents and figure his income tax for the year. Even

with simplified account books the sorting and calculations were

added effort on top of all other duties. While the farmer partici-

pating in the mail-in electronic farm accounting system still must
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report the details of his transactions on some type of input form, the

records are basically kept by machine in the central office with to-

tals accumulated automatically as the year progresses.

The development of electronic farm accounting has received

varying comments ranging from, "the greatest accounting device

since the invention of the pencil, " to that of the skeptics, "just an-

other gimmick. " Technological developments have brought dram-

atic changes in farm organization and operation. Farming has

changed from a largely self-sufficing industry in which the farmer

produced not only his own food but also much of his clothing and

equipment, to the present specialized commercial type of produc-

tion Even in the present specialized production, the typical farm

manager is his own technician, personnel man, financial expert,

and engineer Today many commercial farmers do not have the

time and usually lack the ability to keep the records needed to sat-

isfactorily analyzea farm business. Automatic data processing has

become a new variable or factor to consider in the operation of farm

accounting projects. Mail-in farm accounts employing automatic

data processing equipment offer possibilities as a method of provid-

ing much of this information at a minimum of effort and at a reason-

able cost to the farmer.



Objectives of the Study

It is the purpose of this study to review the objectives, prob-.

lems and experience of conventional accounting methods; to evaluate

the potential of the electronic farm accounting approach; to outline

the major factors to consider in the organization of such a program

by using the experience of electronic farm accounting projects in op-

er ation.

The specific objectives of this study may be stated as follows:

In as far as possible, evaluate the specific strengths and

shortcomings of electronic farm accounting as compared to the con-

ventional method of record keeping

Review the organizational framework, approach and pro-

cedures of several electronic mail-in programs currently operating

Outline factors to consider and recommendations in devel-

oping such a program for Saskatchewan

Method of Study and Source of Data

This study is divided into two parts. The first involves a re-

view of the development of mail-in electronic farm accounting pro-

grams investigating possibilities and limitations The second part

of this study is to outline major factors to consider in organizing a

6
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mail-in electronic farm accounting program in Saskatchewan. The

direction of outlining major factors to consider is contingent upon

the results of the previous analysis of existing electronic farm ac-
/

counting programs.

The data procured were primarily from various secondary

sources and from mail correspondence with those in charge of sev-

eral operating electronic farm accounting programs. The writer

had the opportunity to attend a meeting at Pullmans Washington of

the Western Farm Management Extension Committee which was held

to discuss the Development and Initiation of an Electronic Farm Ac-

counting Project on a cooperative basis with other Western States.

Some information and points of view presented in this study, there-

fore, were drawn from first hand contact with individuals attending

the above meeting.



APPRAISAL OF FARM ACCOUNTING PROJECTS

This chapter is devoted to a review of objectives, problems

and past experiences with farm account projects, with an appraisal

of the value of electronic mail-in farm accounts as compared to the

conventional method of keeping records. The approach considers

this subject under the following headings:

Farm accounts as a tool for the individual farmer.

The place of farm accounting projects in an extension pro-

gram.

Farm accounts as a source of data for farm management

research

Each of these areas is discussed separately, considering criticisms

and weaknesses of farm records in serving the objectives of the ar-

eas outlined. Although electronic mail-in farm accounting programs

are relatively recent, the limited experience available is used to e-

valuate the potential of this method as an alternative to the conven-

tional method of farm record keeping.

Farm Accounts as a Tool for the Individual Farmer

8

Individual farmers have varying objectives and purposes for

recording information pertaining to their farm business operations.



Many want records to serve only for income tax filing requirements.

Others desire information for general farm analysis and still others

are interested in detailed enterprise accounts. Farm accounts gen-

erally can be divided into two major types, each of which may be

kept in varying degrees of detaiL The general financial account pro-

vides information on the entire farm business rather than for any

separate enterprise. It will include information on total receipts

and expenses, which are required for tax reporting and may in-

clude additional information so that an analysis can be made of the

farm business. The enterprise account provides detailed informa-

tion on each enterprise within the farm business. While only a few

farmers keep this type of record, it is from the enterprise account

that the farmer can determine his costs of production and profitabil-

ity of each enterprise. Physical records have often been the neglec-

ted part of farm accounts. Physical records indicate whether the

physical performance of the various enterprises is up to a satisfac-

tory standard. Physical records are just as important as the finan-

cial records to the farmers who are interested in improving the ef-

ficiency of operation of their farm business.

Devising an accounting system to serve the various objectives

individually or collectively has been a difficult problem with conven-

tional accounting methods. Such a system needs to be sufficiently
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flexible to provide a minimum of detail to the farmer who wants a

simple accounting system, yet it must accommodate the farmer who

wants a complex accounting system.

Electronic record systems offer definite possibilities of being

a very flexible system able to serve various objectives and adapt it-

self to various degrees of detail. Enterprise accounting can be ac-

complished with little added effort. Classifying information is ac-

complished through the use of an enterprise code. The enterprise

code facilitates the allocation of costs and returns and physical quan-

tities among enterprises, crop years and in other ways within afarm

business. This overcomes the problem of separate pages and mul-

tiple columns in an account book to record entries belonging to dif-

ferent enterprises Farmers can record all types of transactions on

the same sheet The sorting, cumulating, and calculating can be

carried out by machines

It should be emphasized, however, that common (joint) costs

still must be divided among the specific enterprises. The allocation

of common costs is often a troublesome area in enterprise account

ing. While enterprise accounts are often desirable in making better

decisions, care needs to be exercised in interpreting the results cor-

rectly.

One of the basic problems of conventional accounting is the
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procrastination in recording the items as they occur. Inasmuch as

farmers must submit their information periodically in mail-in ac-

counting projects, the more timely recording should improve the

accuracy of the information, especially the recording of physical

data.

Farm records do not reach their full potential unless they are

analyzed, interpreted, and used by the farm manager in decision

making. The end product of this job, the farm business analysis,

will be used by farmers as a guide for making changes in the organ-

ization and management of their farm business. Accuracy is of pri-

mary importance in processing the data contained in the records.

Therefore, the analysis should be as accurate as the data allow.

Otherwise, the analysis is of little value and may cause a farmer

to make wrong decisions This could damage his business hundreds

of dollars.

In mail-in farm accounts, especially if the process can be

largely mechanized, the extent and quality of farm business analysis

would be greatly improved over conventional methods. In addition

to the periodic processing of financial transactions a completely

mechanized processing program will include, the mechanized hand-

ling of inventories, depreciation schedules, credit accounts and

other information essential to analyzing a farm business. Also, all
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individual farm business and analysis factors would be programmed

to be computed by electronic computers. This would not only elim-.

mate the possibility of human errors but the quicker calculation of

yearly farm business analysis would enable a more time1yavailabil-.

ity of this information to the farmer for consideration in making the

following year 's plan.

One feature of electronic accounting is that it may lead to less

understanding on the part of the farmer. The farmer is less involved

in mechanics as compared with conventional programs. If the farm'-

er receives the results without further training or information, his

understanding of these results will likely be limited. Care must be

taken in interpreting the results of the analysis and the manager

must have an understanding of economic concepts in applying this

information to the more profitable operation of the farm business.

In many businesses outside of agriculture, monthly analyses

are made of the financial records in order to keep a constant check

on.the control of the operations. Perhaps this is too frequent for

many farming operations but periodic checks of his business could

serve many useful purposes. Prompt detection of weak points in

the business may prevent serious losses. Periodic checks and

summaries are possible with conventional methods. However,

most farmers simply dontt have the time or patience to do this
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tedious sorting, classifying and accumulation. As a result of the

difficulty in doing this job manually, farmers have relied strictly on

year end figures. Undoubtedly they have missed opportunities to

make current management decisions. The monthly or quarterly bus-

iness summary with cumulative totals provided by electronic ac-

counting systems enables a farmer to appraise operations and make

a partial business analysis without waiting until the end of the year

The cumulative figures provided by electronic record systems

should put the farmer in a much better position for effective income

tax management practices. The accumulated totals provide the in-

formation required so that he can shift sales or purchases or pay-

ments in tax planning. A problem often arising in farm accounting

is the conflict of grouping and breakdowns required for farm analy-

sis and that suitable for income tax reporting. For example, in re-

porting cash transactions for the year, there may be some expenses

or receipts this year which were really last year's business. For

the business analysis to be more accurate these items should be

left out of this year's business. But on reporting for income tax on

a cash basis, these items should be included in the year which the

expenses were paid or receipts received although they pertained

to last year's operations. This problem is overcome in electronic

systems by preparing two listings. The first lists all transactions
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grouped by expense and income categories appropriate fo income

tax reporting purposes, while the second listing specifies total re-

ceipts and expenses for each enterprise category designated. The

preparation of two listings is not a serious inconvenience with ma-

chine processing although it often is shied away from in manual

proces sing.

Ability to obtain credit and tie it to the specific purposes of

the farm business is greatly facilitated bya set of systematic ac-

counts. Farmers with records showing their efficiency have much

easier access to credit than thosewho can offer only general and

verbal statements concerning their earning power. Some credit

sources require their borrowers to keep systematic accounts, and

most lenders recommend it. Several credit agencies have given

favorable recommendations to mail-in accounting programs and

farmers cooperating inthese programs should increase their ability

to obtain credit at the lowest cost possible as well as having accur-

ate information on which to base the use of credit wisely. With the

increased use of operating credit, the handling of open operating

credit accounts has caused numerous accounting problems and has

been the source of many errors. Those responsible for electronic

accounting systems have developed methods of handling credit trans-

actions which provide farmers with periodic statements showing all



credit transactions and end of period balances on all accounts re-

ceivable and payable This information is important in making a

critical evaluation of a farm business operation

The Place of Farm Accounting Projects in an xtension Program

Over the years extension education has devoted its efforts pri-

marily to the farmer 's technical problems associated with the use of

his land, capital, and labor factors of production. Comparatively

little emphasis has been given to problems directly associated with

the management factor of production. Yet, it is the management

factor which plans and organizes the optimum use of the other fac-

tors of production. Increasing importance of the management factor

was recognized in the Scope Report' and there has been a trend to

devoting greater quantity of resources to the area of farm manage-

ment education.

There are a number of problems in the development of an ef-

fective farm management extension program. One of the basic

problems is the content of an educational program in management

that will represent effective assistance to the farmer. A second

important question is how should the educational resources

15

'A Statement of Scope and Responsibility - The Cooperative Exten-
sion Service Today, 1957 Extension Committee on Organization
and Policy.
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available be organized and mobilized to convey skills in the applica-

tion of the management concept to farmers in sufficient numbers to

be an effective force for the improvement of their income position.

One apparent weakness of farm management extension pro-

grams has been the "piecemeal" approach of the educational pro-

grams. Many extension farm management programs have been de-

signed to teach farmers managerial skills, tools and techniques.

Such a program undoubtedly is incomplete. On the other hand, a

program devoted only to teaching economic principles and factual

material is incomplete. Farm management educational efforts gen-

erally have been characterized by a narrowapproach and have been

handicapped by the allocation of so few educational resources that

the program had little chance of reaching more than a comparative

handful of farm operators.

Teaching management to farmers is not an easy task and de-

veloping effective programs has been a difficult problem especially

considering the limited resources available in this field. What ap-

pears to be required is a programwhich is both comprehensive as

well as intensive. No type of educational resource or method should

be regarded as sufficient. An examination of the basic elements of

the management factor provides us with an insight into the require-

ments for an effective farm management program. Three essential



elements of management as outlined by Pulver are:

The hard core center of the individual manager is
his basic decision-making ability;
this hard core is surrounded by a body of economic
principles, management concepts, and working tools;
and
a collection of facts and relationships which are re-
lated to the problems at hand through the decision-
making process and economic concepts. (13, p. 1463)

Since management involves all three elements, it is not suffi-

cient that a farm management extension program focus on any one

element alone as the effective manager will need to possess all

three basic attributes.

Teaching basic decision-making and management concepts is

difficult because of its complex and sometimes abstract nature. Yet

accepting the individuality of farm firms, and the rapidly changing

conditions, greatest long range benefits should be obtained with this

approach. In teaching the basic decision-making process, efforts

should be made to show the application of the various tools and eco-

nomic concepts. Farm accounting projects, besides furnishing in-

struction in the use of one of the required tools, may perform sev-

eral additional functions in a farm management extension program.

A conceptional structure of the steps involved in the decision

making process is helpful both in understanding and in developing a

teaching approach. There are differences among students of man-

agement on the exact number and order of the functions. in the

17
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management process. However, it is believed there is general

agreement that they might be listed in the following steps:

Recognition of problems.

Observation of relevant facts.

Analysis and specification of alternatives.

Choice of alternatives (decision-making).

Taking action, accepting responsibility and r e - evaluation.

Problem identification is an important function in the decision-

making process. Formulation of goals and objectives, and problem

recognition are closely related. Sometimes goal orientation is listed

as a first step in the process as problems present themselves in

terms of the goals of the individual. Defining problems will usually

have to lead from the overall farm situation to the specific parts of

the business. Here detailed records and systematic analysis pro-

cedures with guide lines based on farm business analysis studies

provide opportunities for locating strong and weak points in the bus-

iness. Farm accounting analysis concepts are particularly well a-

dapted for pinpointing causal factors of price relationships, size of

business and use of resources.

Observation or the gathering of relevant information is an im-

portant function of management Poor decisions may be the result

of incomplete or inaccurate information. Information needs to be
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gathered both on and off the farm. The individual farmer needs to

possess, or have ready access to a body of facts and relationships

which can be used in conjunction with appropriate management con-

cepts. The scope and types of information required in commercial

farming today is broad and covers many fields. Technical informa-

tion in physical and biological areas as well as knowledge of price

trends, labor and machinery availability, and the provisions of gov-

ernment programs and services are all required. The farmers can-

not and need not be expert in all these fields but he must know the

sources of information and be able to select relevant information for

his particular situation.

Farm accounting projects are very useful sources of informa-

tion about the farm business both in providing information requiredby

the individual and as a source of information for illustrative purposes

in teaching. They provide a process of fact gathering which supplies

a continuous flow of financial and physical information. Farm ac-

counting data needs to be supplemented with additional data from

other sources but where input and output relationships can be de-

rived from farm accounts, they are germane to the situation of each

manager.

Determining and evaluating alternatives provides opportunity

for the application of the economist's working tools. Many concepts,
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principles and relationships are relevant at this step. These include

diminishing returns; marginal costs; fixed and variable costs; op-

potunity costs; enterprise relationships; complementary, supple -

mentary and competitive relationships as a partial list. In ex-

plaining and demonstrating the above, the use of available local

data personalizes the approach and makes it more acceptable when

used in educational meetings. Farmers are not mentally disci-

plined to the study of abstract theory out of context to present day

problems. Generally, there is a plethora of agricultural economic

information available which is unrelated to local conditions, but for

economic information to be most helpful and meaningful to farmers

it should be interpreted in the light of the local and regional situa-

tion. Arbitrary selection of illustrative data and "brush-off" replies

to inquiries of the source often void the good intent of the teaching

effort. Accounting projects can be used to provide data directly rel-

evant to local problems and conditions, both by supplying informa-

tion directly and as a means for encouraging further research.

In the final step the decision maker implements his choice of

actions and accepts responsibilityfor his choice. Perhaps the most

vital part of this stage is the evaluation of results. An important

element includes the evaluation of the results in terms of whether

there was a loss or profit. But it also is broader in that it includes



21

answering whether the goal or objective was achieved, if not why not,

and could the goal have been achieved more economically. Summary

and analysis of farm records serve as an instrument for check-

ing the results of action by the measuring of financial progress and

factor analysis.

Farm people are not particularly interested in learning the

decision-making process or economic principles per se and usually

little openly expressed demand is made for such educational service.

It is also difficult to teach basic decision-making and economic prin-

ciples on a one-shot meeting basis. Farm accounting projects can

be used as the center, of integrated farm management programs.

They serve as an effective educational entre, to open the door for

educational work with farmers providing personal contact and the

opportunity to move into over-all management education. Farm ac-

counting projects can be used as a focal point for repetitive contacts

over a period of time and thus serve as a basis for sequential in-

struction.

Farming today is a highly dynamic business and demands a

dynamic approach to its economic problems. The farm management

worker needs to keep abreast of the thinking of the farmer and the

changes that are occurring in farm technique. A continuing and close

contact with key groups of farmers through a continuing farm
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accounting project is one of the most effective ways of accomplish-

ing this.

While several advantages and strong points can be credited to

a farm accounting project in a farm management extension program,

it also has its shortcomings. Much of the criticism of farm account

projects in the past may have been justified, but with the develop-

ment of business machines to process and report data we need to

re-appraise the place of farm records and farm business analysis

as part of an extension program. One of the main criticisms, of ac-

counting projects as part of an extension program has been that they

tend to be closer to a service rather than an educational tool. Al-

though there is considerable educational merit in an accounting

project for new members, continual effort by extension workers in

individual record summary, farm analysis, or income tax can be

considered closer to service than to education. A second criticism

has been that farm account projects may monopolize extension re-

sources. Rather than being one of the segments of an integrated

program the account project may tend to constitute the whole farm

management extension program. Department funds and specialist's

time become tied up in the account project and nothing is left for

other aspects of a broad program or to work with other farmers who

are not in the project. When a large portion of the program is
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devoted to farm accounting the public image of farm management

becomes tied to farm records only and the farm management spec-

ialist becomes identified as a farm records or "accounting" spec-

ialist. The tool of record keeping becomes identified with the real

objectives of managerial economics while of course there is more

to farm management than record keeping.

While the continual processing of individual accounts may

rightfully be considered a service, it is a service which many farm-

ers can profitably use and should be willing to pay for. Yet farm

records alone are not sufficient. The farmer must be able to use

them, know how to interpret them and realize that the returns are

often high for the time spent in accounting and management decis-

ions. Education in the use and application of farm accounting and

other management aspects is an extension responsibility. From the

experience of farm management associations and several other ac-

counting projects many farmers appear willing to pay a reasonable

fee for this service.

Mail-in farm accounting with electronic processing equipment

offers possibilities for providing this servjce on a commercial bas-

is. It shows potential of being able to handle large numbers of farm

records more accurately and on a more complete and thorough basis

than any other known system. Electronic accounting systems, once
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fully developed and operational, hold possibilities of being able to

replace professional management time involved in accounting mech-

anics with business machine methods. If the system can be fully

mechanized and the cost of operation made largely self-supporting,

it should definitely leave greater resources available for other as-

pects of a broad program in farm management extension and make

the program available to a greater number of farmers.

From the experience of programs in operation, electronic mail-

in farm accounting appears to have considerable farmer appeal and

should be an effective motivational device. The value and possibility

of employing electronic computers as a motivational device pertaining

to management education programs is recognized in the following

statement.

Most extension programs in the physical sciences through
the years have had some type of tangible process tied di-
rectly to it - e g , soil testi,ng, demonstrations, produc-
tion testing and thelike. The electronic computer. has
been a practical reality in the business world for many
years now In fact, our own scientists have been rçiak-
ing widespread use of these machines in carrying for-
ward their research programs. Have we as farmman-
agement specialists perhaps missed a bet by not tieing
the electronic computer toour program and profession
as a symbol of the type of educational program in which
we are involved2 Granted, it would be more a spot-
light or attention getter than an educational device per
se. Historically, this has also been true of the gim-
micks involved in the educational programs of the phys-
ical sciences. Perhaps it is not too late to evaluate
this device carefully to see how it might be fitted into
the program, cautioning ourselves, of course, that this
can never be an end in itself. (3, p. 122)
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Generally the resources available to dofarmmanagement ex-

tension work are scarce. There is a limited number of farm man-

agement specialists. It appears necessary to have increased re-

sources oriented toward farm management if those in extension are

to carry on satisfactory management education programs in the fu-

ture. Electronic mail-in account programs may serve as an instru-

ment in attracting additional resources to do farm management ex-

tension work.

In every state where an electronic mail-in account program
has been established ithas: .served as an instrument for at-
tracting resources to the'management area. This will con-
tinue to happen whether the emphasis is on the field educa-
tion side or on research. it has been called a novel gad-
get. It may be this:butitis far more. The rather wide
publicity received basedon relatively limited accomplish-
ments to date indicates the extent of Interest. Most farm
management educators have failed to recognize the extent
of resources conceivably within their reach to do vital
management work through an approach as electronic ac-
counting. The additional resources may come from edu-
cation institutions, farrners, agri-business people, or
even from grants. (4, p. 51)

Farm Accounts as a Source of Data for Farm ManagementResearch

Farm management research based on farm accounts was initi-

ated in Minnesota in 1902 by W H. Hays and Andrew Boss. This

was the first organized continuing research project in the entire field

of agricultural economics in the United States. Farm records and

accounts have continued to be an important source of farm
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management research data, especially in certain sectors of the

country, Information available from this source has some limita-

tions, of course, but so do similar data from other sources such as

farm surveys and controlled experiments.

One of the limitations of farm accounting studies for research

purposes is the difficulty of getting a cross section or random sam-

pie of any group of farmers. The selection is based at least in part

on the willingness of the individual farmer to keep records. This

in turn tends to weight the study with a greater proportion of the

more progressive and more successful farmers, and usually with

those on larger farms and who are more highly financed. A survey,

if properly done, would give a more representative sample when the

nature of the research demands a random selection of observations

from a defined population.

However, data obtained from farm accounts have some advan-

tages over that obtained from surveys. The records are more com-

plete and internally consistent; it is often possible to follow the in-

fluence of a factor from one section of the business to another than

is possible if the information came from a survey and depended on

the recollection of the farmer some months in the past. The mem-

ory recall bias is minimized because of reporting at the time of ac-

tion. Also more data can be requested than are typically possible
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from a one or two hour interview.

Farm records serve an important function in supplementing

the controlled experiments conducted by the agronomist, animal sci-

entist, etc. Often the results obtained on farms differ from those at

the experiment station or in the laboratory. The only safe way to

find out just how the new practices work is to try them and get a

record of the results.

The approximately 500 farm accounts that we summarize
each year are extremely valuable in checking the validity
of input-output çoefficients. The records allow us to
move from ttwhat ought to be" to "what is" in our think-
ing. For example, we go to theproduction scientist
for feed requirement data to use in budgeting. Based
on feeding trials, he tells us whatthe requirements
should be. The requirements under controlled condi-
tions must be raised about 20 percent in order to match
the feed actually being us:ed in farm account farms.
For average or below averag.e operators the discrep-
ancy would be even greater. We must constantly check
our input-output relationships with what good farmers
are able to do if we are to keep the proper perspective.
(15, p. 61)

A criticism similar to that directed against accounting proj-

ectsas part of extension programs also exists in the use of farm ac-

counts for research purposes. Servicing individual accounts absorbs

so much of the researchers time that he has little time left to go be-

yond routine tabulations. The repetitive nature of a farm record

study always carries with it the threat of becoming routine and ster-

eotyped. It is easy to become lost in the mass of detail and to grind
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out mere figures rather than useful, timely, and significant facts

that will serve the farmer.

Another criticism of farm records has been that it takes so

long to accumulate the needed data that they are obsolete by the

time they reach the publication stage. This criticism is probably

true of much of the research work in farm management and it was

especially true of some of the earlier cost accounting work.

The greatly increased ease of handling farm record data and

extensiveness possible in calculation wi,th electronic processing

makes it much more feasible to gather and include both financial

and physical information by enterprise breakdowns. The enterprise

code facilitates the allocation of financial and physical data among

enterprises, crop years, individual machines, buildings and mother

ways within a farm business. This system could also be adapted

for time and motion studies as a specialized phase of a general farm

accounting program. The quicker calculation of data should provide

for a more timely availability of publications and the flexibility of

the system provides an opportunity for greater variety of studies.

The problem of obtaining a random sample is difficult to over-

come but if a large number of farmers were encouraged to maintain

records, this would provide a pool from which different types of

samples might be selected. This would still have limitations for
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certain studies, such as the description of farming in anarea. How-

ever, a random sample is not of a prime essential in obtaining data

for many kinds of farm management research.

The rapid change with which new techniques enter the farm

picture tend to make obsolete some fairly recent data and necessi-

tates frequent repetition if input-output data a.re to be kept current.

A continuing accounting project employing electronic processing

equipment c.n serve an important function in mainta.ining input-out-

put relationships up to date. The plea of many farm management

extension people is for more input-output data i. e. building blocks,

coefficients or factor-product relationships. Numerous articles

point out the lack of available information and material for extension

farm management programs. Some of the material turned out by re-

search people has very limitedapplication in solving the current

day-to-day problems encountered by the extension agent. This type

of information has been slow in coming out and the quantity available

in relation to the total needis exceedingly small. An electronic

mail-in account effort may be a means to encourage more applied

research.

The gap betweenagrcultural economics research results
in the United States and the needs of extension workers
and other field educators is not narrowing. In Michigan
with the old account book project, there were seldom any
recognized research studies: conducted in conjunction with
the farm record work. In1962, there were 9 special



research efforts carried on -in conjunction with the
electronic mail-in account program. This type of
effort appears to offer possibilities at least as great
for research as for extensior programs. To the ex-
tent that it may be able to bring the two closer to-
gether, the effort deserves support. (4, p. 51)
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Electronic processing equipment has been widely used by in-

dustry and research institutions. The Dairy Herd Improvement As-

sociation has been one of the firstagencies in agriculture to employ

electronic computers in the processing of records. It was tried

first in Utah and Illinois in 1951 and has since gained wide accept-

ance among Dairy Herd Improvement Associations.

The first continuing electronic mail-in, farm account program

in the United St.tes was established at Michigan State University in

1957. Since 1957 there has been tremendous interest and substan-

tial growth in electronic farm accounting programs. At the present

time there are more than 30 states at the university level now in-

volved to some extent in electronic farm account programs. In ad-

dition there are a number of State Farm Bureaus and commercial

firms who are employing this method of farm accounting.

While there are variations among the programs, a number of

features are common to nearly all electronic mail-in farm account-

ing projects. All the programs operate on a Hmail_insystemfl,

whereby the communications between the farmer supplying the basic

data and the processing agency who performs the accounting is pro-

vided by mail delivery. The farmer reports his financial
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transactions and other required data periodically on basic data

forms. Most programs use numerical codes as the language for

transmitting the data into the electronic processing machines. How-

ever, there are variations in the programs .s to the responsibility

for the actual coding of entries. Periodic reports, either on a

monthly or quarterly basis, are returned to the farmers showing

the details of all entries sent in. Totals are shown both for the

particular period involved and also on a cumulative basis to date.

Annual financial summaries and a arm business analysis are pro-

vided participants in many of these programs. All information per-

taining to the individual farm business is handled as strictly confi-

dential throughout all phases of the accounting systems.

Basic Operating Features of Six Mail-In Electronic
Accounting Programs Operating in 1962

Michigan

The program developed by the Department of Agricultural Ec-

onomics at Michigan State University is a cooperative effort of ex-

tension and research with service to farmers not being a. primary ob-

jective. Approximately 1300 records were included in the 1962 pro-

gram. This is a limited enrollment program with the cooperators

being selected to serve three major purposes:



1) To keep farm management extension men competent.
2.) To train county agents in on-the-farm business anal-

ysis work.
3) To provide cooperators for research. (9, p. 12)

Although an annual charge of $3. 00 per participant is made for

record supplies used by the farmer, this fee is so low it may be con-

sidered a free program for practical purposes. Participants agree

to provide special research information in return for the service

which they receive. From this supplementary information several

research projects are carried on in connection with the mail-mac-

counting project. These research projects save included: a credit

study, feed utilization studies for various livestock enterprises, in-

vestment intentions, family living costs and several other similar

type studies.

The estimated cost per record for the 1962 project was $42. 00

based on 1300 records summarized. This cost does not include

charges for administration, specialist time, assistance given by

county field staff, travel or the cost of printing farm business analy-

sis reports which are fr general distribution. In conjunction with

the business machine people at Michigan State University, costs

have been budgeted for 3000 and 6000 records on the basis of the

present accounting system. For 3000 records they estimated the

cost could be reduced to $37. 00 and with 6000 records, it could go

down to $34. 00.

33
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Farmers report information on income, expenses, and invest-

ments on a monthly basis. All coding of entries is done at the pro-

cessing center by a coding clerk under the direction of farm man-

agement extension staff members. Each transaction is punched and

verified on business machine cards. Quarterly business machine

reports are returned to the farmers showing the details of all entries

sent in, This report shows a listing of each item with totals both for

the particular quarter nd cumulative totals for the year to date. A

year-end summary listing of expenses, receipts and investments

with totals classifiedfor income tax reporting is sent each coopera-

tor during January.

During January and February farm management specialists

and county agents visit all cooperators to get information for com-

pleting the farm business analysis and to clarify any questions aris-

ing out of the monthly reports and summaries. Information obtained

includes inventory data which the farmer keeps in a four year inven-

tory and depreciation book, crop production records, and supple-

mentary facts required for completing a farm business analysis.

All of this information together with the year-end financial summar-

ies for each cooperator is consolidated on an office summary sheet.

The results of the year's farm operation and the financial data ap-

pearing on the individual farm summary sheet are computed and
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recorded manually. The individual farm summary data are then

transferred to business machine cards. These cards are then pro-

cessed through sorting and tabulating machines to assemble the

group reports. Cooperators receive copies of these group reports

for farm business comparison purposes together with their individ-

ual farm figures.

In 196Z Michigan operations employed the following business

machines; Key puncher, Verifier, Sorter, Collator, Interpreter and

I. B. M. Tabulator 407.

Northeastern Regional ?rogram

The Northeastern Regional program is known as '1Elfac" (elec-

tronic farm accounting). Elfac is a regional extension program

which includes the eight states of Vermont, Maine, New Hampshire,

New York, Massachusetts, Connecticut, Rhode Islazd, Delaware and

the Canadian provinces of Quebec, Ontario and Nova Scotia. Elfac

is sponsored by the Northeast Farm Management Extension Corn-

mittee" and operates under the guidance of a seven man steering

committee composed of Farm Management Extension and Research

workers chosen from among the participating states and the Federal

Extension Service.

The total enrollment of participants in 1962 was 336 with an
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increased enrollment in 1963. Farmers pay for all materials and

the entire processing charge. The service fees follow a complex

rate schedule iith a basic charge of $20. 00 and a. variable charge

ba.sed on individual crop a.creages and size of livestock enterprises.

Average charge ma.de per cooperator in 1962 was $45. 59. Approxi-

mately $6, 00 of this amount went for materia.ls and miscellaneous

costs and the remajnder for processing. The actual ma.chine pro-

cessing of the data is beingdone byan independent firm, Ayrshire

Breeders Association, Brandon, Vermont, on a contra.ct basis. The

Breeders Association employs much the same type of equipment as

used at Michigan State.

Farmer participants in the Elfac program report receipts, ex-

penses, credit transactions and all other financial and physical in-

formation on a single basic data sheet. Farmers do all the coding of

entries themselves and mail in completed data sheets weekly to the

farm mana.gement specialist in their respective state or province.

The state specialist is responsible for the checking of basic data

sheets and coding and forwarding these sheets to the contracting

processing center.

Monthly summary reports are mailed to the state specialist

who channels them back to the participating farmers. These reports

contain an orderly listing of farm receipts and expenses with monthly
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and cumuatjve totals of volume and dollars. If desired the report

will provide a listing of credit accounts showing charges, payments

and balances. Classification of financial transactions according to

enterprises, capital purchases and sales, household and personal ex-

penditures can be provided.

Further analysis and the preparation of business reports is the

responsibility of the farm management extension staff of the respec-

tive state or province. The local extension agent under the direc-

tion of state farm management extension specialists is responsible

for enrolling cooperators and training farmers in filling out the bas-

ic data sheets. The extensionagents provide assistance in making

out farm inventories and obtaining basic information needed to make

a complete farm business analysis.

Elfac is the only regional mail-in electronic farm accounting

project in operation at the present time. It is the only program out-

lined here where the farmer doesall the coding of entries and sub-

mits reports of his financial transactions on a weekly basis.

Wisconsin

The Wisconsin project is a cooperative effort between the Uni-

versity of Wisconsin Extension Service, two independent Wisconsin

farm management associations and the Agricultural Records



'The Agricultural Records Cooperative of Madison, Wisconsin, is
an independent firm which was organized several years ago. It
does all the machine record processing for the Wisconsin Dairy
Herd Improvement Associations.
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cooperative. This is a trial program for l96-l963 involving 40

farmers who are regular members of the two farm business a.ssoci-

atlQns. It is the intentior to make this program available on an op-

tioa.l basis to all farm management association members throughout

the state in 1964.

In 1962 the Agricultural Records Service received a flat fee

of $25. 00 per farm for the electronic data processing of the records.

The two farm management associations involved paid one half of the

processing cost from association funds and the participatingfarmers

paid the other half. The participating farmers continued to pay the

regular membership fee of their respective associations, which av-

erages about $55 00 annually, in addition to their portion of the elec-

tronic data processing cost. For 1963 the Agricultural Records

Service has offered two alternative fee schedule plans 1) A flat fee

of $50 00 per farm or 2) a flat enrollment fee of $15 00 per farm

plus 05 for each financial transaction submitted for processing

Farmers submit their financial transactions, together with

selected livestock number information monthly. The coding is all

done centrally. In 1962 it was done by the University Extension
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Service but this function is being performed by the Agricultural

Records Cooperative in 1963. Two biisiness machine listings of

cash transactions are processed and mailed to participating farmers

on a monthly basis. The first report is a listing of all current trans-

actions grouped by expense and income categories appropriate for

income tax reporting purposes. Figiires can be shown for both the

operator and the landlord with totals on the current month and year-

to-date basis, The second report lists receipts and expenses for

each designated enterprise category, on both a current month and

year-to-da,te basis.

The farm management associations fieldmen are responsib.e

for collecting inventory and depreciation information together with

miscellaneous data required for preparing the annual farm business

analysis. Three business machine reports are provided participants

at the close of the year. The first of these reports is a total listing

of all transactions for the year with subtotals by enterprise. The

other two reports are a business machine listing of the depreciation

record and a business machine listing of the inventory record show-

ing both beginning and ending quantities and values. In addition, two

business machine reports of a business analysis form are computed

and provided participants. One is a detailed business analysis re-

port showing data for the individual farm. The other, involving less
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detail, is a group comparative report showing business analysis data

for the individual farm together with group averages.

The 1usiness machines used in the Wisconsin project are sim-

ilar to those used in the Michigan program with the addition of an

I. B. M. 16Z0 computer with card input-output and 60K memory ca-

pacity.

This is the only mail-in electronic farm accounting program

operated in conjunction with farm management associations. One of

the objectives of this program is to develop a system wherebyall the

clerical and computational work now done by the farm management

association.fieldmen can be processed with business machines. This

would make it possible or the fieldmen to spend more time with

each farmer in management consultation or increase the number of

farmers served per fieldman. This is the most complete program

in the use of business machines in that depreciation and inventory

records as well as the faim business analysis are all set up for

computer processing.

Virginia

The Virginia electronic farm record program is a coopera-

tive effort of the Agricultural Economics Department, University of

Virginia, and the Virginia Extension Service, The mail-in electronic
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accounting system was established in 1959 as one part of a new ap-

proach infa.rm management education. The number of coope:rators

in this program is restricted, with the county agent being responsible

for selectingthe participants according to typeand size of farms de-

sired within his county quota. There were 625 participants in the

1962 program with a limit of not more than 700. The estimated av-

erage cost per recordfor the 625 cooperators in 1962 was $58. 36.

This cost does not include any charge for the coding of entries

which is done by county agen-ts or the cost of any farm business an-

alysis work.

Cooperators send reports of their transactions on a monthly

basis to their county agents office where they are checked, coded and

forwarded to the Department of Agricultural Economics at the tJni-

versity This information is punched on business machine cards

monthly. Quarterly cumulative businessmachine reports of receipts

ci expenses are processed and mailed participants throughout the

year with a year-end business machine summary of expenses and re-

ceipts for income tax reporting purposes provided following the close

of the year.

A nine year continuous inventory record book is provided par-

ticipants by the Department of Agricultural Economics for maintain-

ing inventory and depreciation records. Summaries of the farm



The Nebraska program is a coordinated effort involving the

Extension Service of the University of Nebraska and the State
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inventory together with crop records and miscellaneous information

are mailed annually to the processing center for use in preparing the

individual farm business analysis. In addition to the individual farm

business analysis, various group analyses by area and type of farm-

ing are prepared for comparative purposes.

The Department of Agricultural Economics has developed spe-

cial forms for completing enterprise analyses of the various farm

enterprises as a supplement to the general farm accounts. Sofar

they have not pursued this part of the acconnting program and have

concentrated on general farm accounts.

This program involves the county agents to a great extent

The agents are responsible for selecting the farms, accuracy and

coding of data and the educational aspects of the program. Those in

charge have recognized the need for advanced training for the county

agents to enable them to carry out their functions in the project.

They have therefore developed intensive tn-service training pro-.

grams for county agents to assist the agents in carrying out the edu-

cational aspects of the project.

Nebrska
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Department of Vocational Education. It is primarily a farm man.-

agement educational project providing information to and contact

with farmers as well as basic information for those who council and

work with students and farmers. This program is available to all

farmers inNebraska. There were 150 cooperators enrolled in 1962

with a flat fee of $50. 00 per cooperator for general farm accounts.

Enterprise accounts, farm equipment cost studies and home ac-

counts are available with a21 additional charge for each ranging from

$5.00 to.$20. 00.

The cooperating farmer records his receipts., expenditures

and other information on basic data forms and mails these forms

monthly to the University The local county agent or vocational ag-

ricultural. instructor provides instrii.ction in completing these forms

as. well à.s assistance in completing inventories, depreciation sched-

ules, crop records and other information required to completea

farm business analysis. The coding of entries and processing of

data is done at the computing center at the University under di-

rection of the extension staff of the Department of Agricultural Econ-

omics.

Cooperators receive quarterly financial summaries as well as

a ten-month income tax management summary during the year. An-

nual reports furnished at the close of the year include: farm
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management analysis of the farm business, comparisons with other

farms in the same area of the state, comparison with similar farms

from other areas, and itemized totals for preparation of income tax

returns.

Educational work in farm management receives heavy stress

in this program, with county agents and vocational agriculture

teachers responsible at the local level. The long range plan for

this program is to establish self-supporting farm record-manage-

ment associations or organizations at the local or area level which

would hire full-time farm management specialists to work with co-

operators

Missouri

The Missouri mail-in accounting program is a joint effort of

the Agricultural Economics Department of the University of Missouri

and the Missouri Extension Service. The mail-in account program

is available to all farmers in Missouri. There were 125 farmers

enrolled in 1962 with a large increase in participants for 1963.

Farmers pay a flat fee of $50. 00 per year for this service.

Monthly reports including financial transactions, livestock in-

ventory and capital transactions are collected by the county agents

who mail them to the University as a county group for processing.
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The coding of entries is done by a code clerk at the University sup-

ervised by the farm management extension staff.

Quarterly business machine reports with a classified list of

expenses and receipts for the quarter and the year to date ar re-

turned to the farmers. Farm account items are clas sifted in two

different ways, one way for farm business and budgeting and an-

other way for income tax reporting. This is handled by the coding

system where the first three digits indicate the farm account mem-

ber while the last two digits indicate the income tax account number.

In November a report classifiedand totaled according to the income

tax code is provided each cooperator for income tax management.

A detailed report of expenses and receipts, instructions for trans-

ferring these figures to the income tax return, and a detailed busi-

ness analysis of farm earnings and operations is prepared for each

cooperator t the end of the year. The business machines used in

the Missouri program are similar to those used at Michigan State

with the arm business analysis being computed manually.

Other Programs Employing Electronic Processing Equipment

There are a number of State Farm Bureaus that are presently

operating electronic mail-in farm accounting projects. The Ohio

Farm Bureau is one of these. It operates an electronic mail-in
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accounting program through an affiliate, the Ohio Agricultural Mar-

keting Association. This is a pilot program in 1963 with approxi-

ma.tely 100 cooperators, with anticipated expansion to a minimum of

350 cooperators in 16 counties in 1964. It is a service program and

operates on a graduated fee schedule based on the size of farm oper-

ation with a minimum fee of $7. 50 per month. Participants mail in

their source documents, including specially designed duplicate

checks. The farmer participant receives business machine reports

of monthly transaction summaries which contain year-to-date totals

and an annual summary in January for income tax reporting. Enter-

prise summaries of finncal transactions can be provided if de-

sired and income tax assistance is also available. The present op.-

eration appears to be largely restricted to financial accounting ser-

vice for income tax purposes. It appears to be the intention to de-

velop this program into an association type organization with a

fieldma.n servicing a group of farmers.

A private firm, Northern Electronics (known as "Agrivac"),

was a pioneer in the field of electronic processing of farm records.

Several years ago this firm had a contract with the Minnesota Farm

Bureau and the North DakoDa Farm Bureau to operate a farm accounting

service for them. Both of these contracts have since terminated

and as far as is known this firm is no longer in the farm accounting
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service.

Doane Agricultural. Service, one of the better known commer-

cial farm management service firms, organized a mail-in farm

record service utilizing electronic data processing equipment sev-

eral years ago. This service is still available but it has not gained

a large acceptance.

Farm management extension specialists in several states are

operating pilot programs wherein they are mailing records to one of

the established projects for processing. This serves as a means of

gaining experience in electronic mail-in farm accounting and also

provides a method of testing farmer reaction in these states to this

system of accounting. The farm management people in the exten-

sion service of Nevada is an example of such an arrangement. They

have been mailing records to Elfac for processingfrom an experi-

mental project consisting of 15 cooperators in 1963. The intention

is to expand this experimental project to approximately 50 coopera-

tors in 1964.

Although most of the development to date in electronic mail-in

farm accounting has occurred in the United States other countries

are also testing this system of accounting. A bookkeeping associa-

tion in Germany is operating a mail-in electronic 3ccourlting system

on a commercial basis. One of the objectives of this program is to
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show that farm records should serve not only as a basis for income

tax filing but also as a basis for improved operational management

of the farm. This program is serving as a basis for collecting data

to use in linear programming of bench mark farm organizations and

in individual farm planning. The 'arm Credit Corporation in

Canada, an agricultural credit agency somewhat similar to the

Farmers Home Admini stration, is operating a mail-in electronic

accounting program on an experimental basis in 1963. This pro-

gram is patterned after the Northeastern Elfac program adjusted to

Canadian conditions. The project includes the accounts of 117

clients representing all agricultural areas across Canada witha

planned expansion to include approximately 500 accounts in 1964.

This brief summary of electronic mail-in accounting programs

does not cover all programs in operation at the present time. It has

attempted to outline the major operating features and the procedural

variations of six of the larger programs operating in 1962 and an

overview of several other programs employing this method of farm

accounting. To complete the picture of current developments, a

brief outline of Michigan's proposed program for 1964 is presented.

Other new programs employing electronic processing equipment are

appearing on the scene rapidly and there appears to be a high degree

of interest in this approach with a number of agencies having given
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cannot be detailed.

Michigan's Proposed Program for 1964

Michigan State's proposed program for 1964 will be known as

I!Telfarmll which stands for Today's ELectronic FArm Records for

Management. This program is to be sponsored jointly by the Agri-

cultural Economics Department and Cooperative Extension Service

of Michigan State University in cooperation with bankers, Produc-

tion Credit Association personnel, Farmers Home Administration

supervisors, and vocational agricultural teachers. This is a very

ambitious program with a goal to enroll approximately three thou-

sand Michigan armers for 1964. This is about 15% of Michigan's

commercial farmers (those with a gross income of $10, 000. 00 or

more). The program will be open to anyone who wishes to parti-

cipate on a fee basis. The charge, based on tillable acres and live-

stock numbers, will be graduated from $6. 00 to $15. 00 per month

and is expected to average about $100. 00 per farm.

Michigan State University received a substantial grant of

$304, 979. 00 extending through 1965 from the Kellogg foundation to

be used in developing a mass management edicational program based

upon a mechanized farm record system. In addition the University
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has and is continuing to invest state funds and manpower into the

program. Cooperators in the program will also be sharing in the

cost of operationfor the service which they receive.

The Telfarm program is much more comprehensive than the

former electronic mail-in accounting program operated in Michigan

which has been provided without charge to farmers. It includes a

number of additional features in order to make a more complete and

comprehensive accounting system.

The Telfarm program is a very flexible system with each co-

operator in the program having the opportunity to choose the type of

records and the degree of analysis he desires. The ten available op-

tions are:

Quarterly and annual reports of farm income and
expens es.

A farm inventory and depreciation schedule for
depreciable- items.
A comparative business analysis report.
Hired labor summaries.
Enterprise summaries
Farm business credit summary.
A farm business financial statement.
Family living summaries.
A complete cash flow of funds report.
A business and personal financial statement. (14, p. 2)

Farmer cooperators may select any number and combination of the

above options at no extra cost except $15. 00 additional for home ac-

counts.

An unique feature of this program is the involvement and
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cooperation of professional agri-business personnel. Active parti-

cipation of these groups appears necessary if the program is to op-

erate on the scale proposed. A staff of six district farm manage-

ment agents has been established to work closely with the county ag-

ricultural professional and business people in providing coxitact with

the farmers.



REQUIRED PARTS OF A COMPREHENSIVE
FARM ACCOUNTING SYSTEM

The farm inventory is basic to all other accounting work and

52

An accounting system to adequately serve the multi-purposes

of the individual farmer, extension and the research worker will

need to be both comprehensive and flexible. The type of records

and accounts necessary for the individual farmer will depend on the

size of the operation, type of farming conducted, the purpose for

which the records will be used and, to a certain extent, the services

available in summarizing, analyzing and interpreting them. Some

farmers will want to keep a fairly complete set of accounts for each

enterprise in addition to the total farm. Other farmers will be able

to function with the general-purpose account with limited detail.

Records and accounts for research and extension purposes will often

require a system capable of obtaining detailed physical and financial

information on the inputs and outputs associated with each major

production process within the farm business. After this information

is collected in a detailed form it can be aggregated in a variety of

ways to serve various research and extension goals.

Inventory

usually must be kept and summarized before any other kind of record
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can be made useful. A comprehensive farm inventory is a list of

all that a farmer owns and all that he owes in connection with the

farm business at a given time, with the value of each item. It is a

necessary step in complete farm accounting. Without an inventory,

net farm income cannot be accurately computed except under very

simple farming operations. Unless inventories are taken and used

in accounting, income in one year will often be in error in one direc-

tion while that of the following year could be in error in the opposite

direction. The inventory provides a basis for computing growth in

net worth and is essential for measuring financial progress. It is

a necessary record in the preparation of credit statements and in

the application for credit or financing.

The inventory record is essential to the farmers who file in-

come tax returns on the accrual basis and is useful for the accumu-

lation of facts for use in establishing farming arrangements, settling

estates, and adjusting insurance claims. Finally, the calculation of

certain management or efficiency measures depend on an accurate

inventory.

Although the farm inventory record will supply the farmer with

much valuable information, it is far from being a complete system

of records for the farm business. It will not provide sufficient facts

for an adequate analysis of the operations of the farm business. A
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series of farm inventory records will show the producer whether or

not he is getting ahead financially, but they will not tell him why or

how he improved his financial position or how much profit he made

from the farm business. To obtain this necessary information other

types of records must be maintained and summarized.

More of the resources used in agriculture today are repre-

sented by equipment, machinery and buildings. These forms of

capital not only represent an increased proportion of the investment

in agriculture, but they also provide a greater proportion of the

costs. The annual costs of owning this form of capital today con-

stitutes a substantial part of total farm costs that must be deducted

from gross income in determining net income. Depreciation ac-

counting involves prorating the original cost of these assets over

their useful life. An important part of the accounting process is

to determine just how much of the original cost of such articles

should be considered a cost for one specific year.

A depreciation record is a required part of income taxreport-

ing and it must conform to tax regulations. The objectives of calcu-

lating depreciation for farm analysis and income tax purposes will

often be in conflict. There will often be tax advalitages in rapid de-

preciation methods. However, a substantially undervalued or over-

valued inventory can weaken seriously farm records for management
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purposes. Because of these conflicting objectives some farmers

carry two depreciation and inventory schedules in their accounts -

one to facilitate the management analysis and the other to conform

to tax regulations.

Record of Financial Transactions

While the farm inventory represents the worth of physical assets

at a particular time, the farm financial transaction account is a rec-

ord of the results of the operation of the farm over a period of time.

A combination of the two will show the farmer his situation at the

beginning of the year, the happenings during the year and his posi-

tion at the end of the year.

Provision needs to be made in an accounting system for re-

cording financial transactions in a systematic and consistent man-

ner. The methods and objectives in keeping financial records will

vary between farmers depending somewhat on the type of farm and

on the farmer's individual interests. There are, however, several

common objectives which such a system must consider These are

listed by Hopkins and Heady as follows:

1) In general, the accounts must be organized to provide
the farm operator with the data he needs to reach his man-
agerial decisions. During current operations the accounts
should facilitate control of the business and aid him in
putting his production plans into effect.



Monetary values of all transactions with persons or
firms outside the farm business must be recorded.

At all times the correct balances owed to or re-
ceivable from outside firms- must be available in the
accounts. -

Correct net cash income must be determined when
desired and, in any event, at the end of each accounting
period. This can be found only if all financial trans-
actions are correctly -entered as under item 2.

Correct net worth or proprietorts equity in the busi-
ness must be shown each time the inventories are sum-
marized and a balance sheet or net- worth statement is
taken off, at least at the end of each accounting period.

Net farm income must be determined. This means
that the income summary and the net worth statement
must be consistent with each other, and required adjust-
ments are made in the valuations of assets and liabilities1
Such adjustments include depr eciation, losses, increases
in values of growing crops or livestock, losses because of
bad bills receivable, and so on.

As an aid to farm management decisions, receipts or
increases in value should be related to the various produc-.
tive enterprises or sources of income.

For the same reason, expenses should be matched with
income and related to the enterprises in which they occur,
insofar as feasible. If this is not convenient, expenses may
be summarized according to functions or processes of oper-
ation.

The business should be considered a going concern. In-

come summaries should be- related to successive and contin-
uous time periods. As a series, these summaries should
give a clear history of the development of the business.

The accounting period should correspond as nearly as
possible with the pioduction cycle on the farm. Ordinarily
this means the crop production year. For convenience it
should also correspond with the income tax year.
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11) Methods of accounting and methods of valuation
used in preparing the balance sheet must be consistent
from year to year, otherwise the data for successive
years are not comparable. (5, p. 98)

Enterprise Accounts

General farm accounts will help determine whether or not d-

justments in the farm business are needed, but will not necessarily

disclose the cause of the difficulty or where the adjustment is needed.

For this type of information enterprise accounts may be desirable.

Accounts for single enterprises may be kept where each crop

and each kind of livestock, as an enterprise, is covered by one rec-

ord or group of records. Further division can be made within live-

stock enterprises or different fields of the same crop can be treated

as separate enterprises. The main purpose of enterprise account-

ing is to provide accurate information as to what each enterprise is

absorbing in resources and is contributing in the way of profit or

loss and to provide detailed statements and analysis of each. This

information makes possible a better combination and balance of en-

terprises to utilize the resources of the farm business. Analysis

of each enterprise shows changes that can be made to make it more

profitable.

Enterprise accounts involve the same principles as those em-

ployed in the general farm accounts. Physical records are
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especially important as they provide the basis for a complete analy-

sis of the enterprise. The advantages of enterprise records lie in

their aid to management and-to administration of the farm business.

Management must not only know the profit and loss in each enter-

prise, it must know the reason for the profit or loss.

Care must be taken in interpreting the results of enterprise

analysis. Enterprises are either competitive, complementary, or

supplementary. An understanding of these relationships as well as

other economic concepts is required in making correct decisions

based on enterprise data. The fact that a certain enterprise in the

farm organization does not -show a- profit at the end of the year is

not sufficient reason for dropping it from the farming system. The

enterprise may contribute to so-me other activity or may utilize ma-

terials, labor, or equipment which otherwise would be completely

idle. Also, the fact that an enterprise dOes show a profit year after

year is not in itself a sufficient reason for maintaining it in the

farming system. The enterprise may conflict with other projects

on the farm in demands for labor, land and capital which make even

greater net returns.

Farm Production-Records

In farm management accounting, non-financial records have

a very important part to play. While the financial records reflect
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the monetary aspects of activities and decisions made during the

period, the non-financial records assess the technical aspects of

such activities and decisions. Physical records indicate the mater-

ials and resources used by the various enterprises or the different

methods of organizing an enterprise. They also show the yiid,

production, or physical performance of the enterprise They pro-

vide definite standards of performance in the use of feeds, in per-

centage calf crop, in poultry mortality and others. Physical records

while f prine importance as a maagementaId to the individual

farm are often the records of greatest value for research and exten-

sión purposes and are usually the records which are the most diffi-

cult to obtain in sufficient detail.

The principal types of physical records normally include crop

records, livestock feed records, production records for individual

classes of livestock, labor records for specialized farms, and others

of special importance to the individual farm. Physical quantities of

purchased inputs and physical weights and quantities of sales of

grain and livestock are generally easily obtained and recorded,

Other physical records such as labor and feed records may be more

troublesome to maintain yet on certain types of farms these records

are of extreme importance in studying efficiency and for farm plan-

ning purposes.



Farm Business Analysis

The most important purpose of any complete system of farm
accounts should be to point out the strong and weak points of a farm
business, so that the business operations in the future can be adjust-
ed to result in the more profitable operation of the farm business.
In order to locate the strong and weak points of . farm business from
the farm records, it is necessary first to summarize the records and
compute certain farm business analysis factors.

The farm analysis will need to consider the technological per-

formance of the farm as well as the financial returns. The various
records must be integrated and the efficiency measures considered
simultaneously in locating weak spots because the inter relationships
involved are often important. All of the major types of records pre-
viously outlined are necessary to carry out the analysis. Financial
records taken in conjunction with inventories are required to com-
pute the various measures of income. The physical records pro-
vide data on yields, labor, land and other inputs used by the various
enterprises. This informatjon-can then be combined in developing

operating ratios or efficiency factors so that the performance of the
farm can be compared with that of other years or with other farms
of similar type. The comparative analysis, although it has some
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weaknesses, is a time honored method of locating strong and weak

points of a farm bl4siness. Nevertheless, great care needs to be ex-

ercised in applying inference from one farm or group to another.

The organization or method that is good on one farm is not necessar-

ily best for another.

The various efficiency factors should be employed keeping in

mind their capabilities nd limit3tions. While they will not always

point out the specific trouble of the farm business, they often will

point out those parts of the farm business where further analysis

and study is needed to find the basic difficulty. They do, however,

give an indication of the present position on the individual farm and

serve as a benchmark from which reorganization of the farm can be

developed. They will also provide much of the information required

in farm budgeting. New directions can be determined effectively

only if the farmer ha.s the technical coefficients, feed requirement,

yield outcome, and similar data to fit into alternative plans.

One fundamental purpose of keeping farm records is to obtain

facts which will aid the farmer to plan adjustments, test alterna-

tives and install improvements in the farm business and thereby earn

higher net returns. It should be recognized that diminishing returns

occur in keeping records as well as in other business activities.

The more complete and accurate the records, the greater will be
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the effort involved in keeping and summarizing them. After a cer-

rain point lhe value of the additional information may be less than

the benefits obtained.

How do Electronic Mail-mAccounting Programs Satisfy
the Requirements of a Complete Accounting System

Whether farm accounts are kept in the conventional manner or

on a mail-in basis employing electronic equipment in the processing,

all of the major types of records previously outlined are essential

for a comprehensive farm accounting system. Most of the electronic

mail-in farm accounting programs outlined in the preceding chapter

are far from being complete. However, development work in elec-

tronic processing of farm records is still in its infancy and the areas

which at the present time are lacking are being developed. Areas

that are now in the process of development in order to make a more

fully mechanized program involve the handling of: inventories, de-

preciation schedules, credit accounts, labor accounts, machinery

accounts and production accounts.

The majority of the programs in operation in 1962 have been

directed primarily towards a consideration of the processing of re-

ceipt and expense information. The major emphasis has been on

financial records for income tax purposes. Most of the early pro-

grams operated mainly with electronic accounting machines. It is
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only since 1962 that many of the projects have been experimenting

with high speed computers to process record information. A num-

ber of the projects have been using electronic accounting machines

in the processing of the receipt and expense transactions while em-

ploying manual methods in handling the other parts of the accounting

system, following the traditional procedures in preparing the farm

business analysis.

A complete accounting system requires an inventory system

and method of handling depreciation schedules. Handling of inven-

tories and depreciation schedules is required in electronic account-

ing systems if they are to provide a. fully mechanized system and

make the farmer's record more complete and timely.

Until this problem is solved, and the system becomes
completely operational, the task of large scale process-
ing of inventories information will remain the major
obstacle to the development and operation of a truly
comprehensive E.D.P. farm record system. (11, p. 8)

So far most of the programs have been using a four year or

longer continuous inventory and depreciation record book and handl-

ing this part of the system manually. Wisconsin has been doing con-

siderable work in developinga process to handle inventory records

and depreciation schedules. Michigan has also been working on

this problem and list as one of the ten options available to cooper-

ators in 1964, a farm inventory and depreciation schedule for
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depreciable items.

All of the major programs outlined are organized so that ex-
pense and receipt transactions can be allocated among enterprises.
In certain of the programs, enterprise accounting is on an optional
basis. Electronic processing makes it much easier to gather and
include both financial and physical information by enterprise break-
downs. Cooperators have recognized this ease of classifying inform-
ation and are asking for enterprise and cost accounting. Similar ex-

periences are related from other programs.

In the Elfaç program we haven't tried to sell "cost accounting".In fact xost farmers would have only a vague idea of what wasmeant by cost accounting Yet, several asked us if there wasany way to keep a separate cost record on different trutks ortractors. When shown how easily it could be done severalfarmers decided to (ollow this procedure on other pieces ofequipment. Without realizing it,. many of the. Elfac farmers
were actually doing cost accounting. (7, p. 20)

Ii keeping and using enterprise acounts, the most difficult
problem is the allocation of indirect expenses to specific enterprises.
Indirect expenses, or joint costs for more than one enterprise, make
up a large part of the total farm expenses on most farms. Before any
reliable record can be kept of the cost and returns for any single en-

terprise or group of enterprises, some method or series of methods
must be established for allocating these indirect costs to the specific
enterprises. There is no best method of allocating indirect expenses.

Where this system facilitates the keeping of cost accounts for
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service units such as tractors, trucks, combines, irrigation equip-

ment and other items that are used in the production of more than

one enterprise, it may promote greater accuracy in allocating in-

direct expenses. During the year the hours of use or percentage of

use of individual items can be kept or estimated and the cost allo-

cated accordingly to individual enterprises.

Most disappointment in the keeping of enterprise and cost ac-

counts occur not because of the complexity of the records but be-

cause of the failure to record promptly all transactions, both phys-

ical andfinancial, as they occur. The regular reporting of trans-

actions required and the periodic summaries showing transactions

to date may encourage greater regularity in recording and result

in more complete and accurate records.

Enterprise analysis has great appeal to many people inter-

ested in farm management and while the use of electronic computers

will make it more feasible to collect detailed data required for en-

terprise analysis, judgment is required in interpreting the results.

Often there is the assumption that if accurate information is kept

on individual farm enterprises, sufficient information is available

to decide on the exparsion or elimination of enterprises. As was

discussed in the previous section on enterpzise accounts, this is

not always the case. While enterprise accounts supply much of
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the necessary information, correct interpretation of the results re-

quires understanding oL such economic concepts, as fixed and vari-

able costs, opportunity costsand may involve the use of qther man-

agement tools in making a correct decision. The farm must be

treated a a. whole, as it is the maximum net farm income that

nust be the objective, and not the profit or loss in an individual

enterprise.

Most of the early mail-in farm accounting programs were

directed primarily in the area of processing financial tra.nsactions.

The classifying, sorting and tabulating pf financial transactions did

not require the use of computers as does the mechanization of the

depreciation schedule or the farm business analysis. A great deal

of the early emphasis has been On the income tax filing objective.

These early programs are being expanded to include greater detail

and more classifications of transactions for management purposes.

It is possible to identify and retain details of the description, physi-

cal, financial and marketing information which is unique to each

transaction. These transactions can then be aggregated at any

level of interest desired. For example, feed may be aggregated

as a specific type of dairy feed such as concentrate, as dairy feed,

or as feed in general. The classification of financial transactions

to serve multi-purposes such as income tax reporting, business
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analysis, ?.nd enterprise analysis can be easily accomplished with

this system.

In a conventional accounting system it has been difficult or

impossible to develop afarm account book suitable for different types

of farming operations or to fill the needs of varying degrees of detail

desired by individual farmers or research workers. The flexible

reporting system of electronic accounting systems will serve the re-

porting needs of any type of farm and once the material has been

properly coded for machine processing, a number of accounting ob-

jectives are possible.

Development of the mechanization of the analysis pçocedure

depends to a large extent on the availability of electronic computers

and programming the machines to develop the type of analysis de-

sired. At the present time there is a great deal of work going on

in this area.

Several State E,ctension-Services have used electronic data

processing equipment in analyzing records and preparing the indi-

vidual analysis reports of record projects kept in the conventional

manner. Using the factors-affecting-profit type of analysis they

have successfully applied machine processing to this type of analy-.

sis. At the Ontario Agricultural College they have been able to

perform the analysis procedure in three and one-half minutes using
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electronic data processing equipment as compared to the customary

three and one-half hours using the previous manual system. The

employment of such a system shouldfacilitate getting the record

analysis back to the farmers early enough to be used in planning

for the coming year.

Flaunt suggests another method of farm business analysis

which would follow a different approach than the familiar factors-

affecting-profits type of analysis.

It is hoped that a farm business analysis system will be
developed which will take the basic information provided
by the receipts and expenses system on the one hand, and
the inventories system on the other, and prepare a par-
tial budget for each of the major enterprises ona given
farm and a complete budgetfor the farm as a whole. In
so doing it is hoped that it will be possible to measure
those physical and financial inputs and outputs that de-
termine the profits that accrue to a given enterprise,
and in this way to provide part of the information re-
quired to estimate Ithe profitability of any proposed
change in the farm business. (ii, p. 8)

The quarterly or monthly summaries of transactions maybe

very useful as a basis for a partial analysis of the business during

the year. If the farmer is attempting to keep a budget these periodic

summaries permit a comparison of actual results with the expected

results of the original plan. Even without a definite budget, com-

parison with figures £or the corresponding period in the preceding

year may yield useful information. By using the periodic summa.r-

ies, especially the physical data, a preliminary analysis can be
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made of enterprises. Using the input-output relationships in con-

junction with expected price levels and costs, partial budgets can be

calculated to help in making decisions concerning, the expansion or

curtailment of enterprises during the year. In particular types of

farming profitable changes may be made during the year when im-

portant price changes are expected or where the records uncover

some serious defect in the previous operation.

With the appication of electronic computers to the analysis

process there is the possibility of a breakthrough into the greater use

of linear programming in farm planning. In the application of linear

programming methods one of the limiting factors is the lack of ade-

quate data. Here is where electronic mail-in accounting programs

would be integrated with the linear programming technique. By hav-

ing the information stored on magnetic tapes or business machine

cards, the individual items of original data can be sorted and resort-

ed to provide the desired information. The application of linear pro-

gramming methods to individual farms may not be feasible at the

present time. However, the programming of bench mark or type-

of -farm situations could serve a very useful purpose in extension

farm management work. Starting with the. bench mark farms, ad-

justment can be made to fit the individual farm situation using sim-

plified programming or partial budgeting methods. The availability
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of realistic restriction and hltailor_madelt input-output coefficients

will help farmers make better decisions about their organization and
operation.



FACTORS TO CONSIDER AND RECOMMENDATIONS
IN DEVELOPING AN ELECTRONIC FARM

ACCOTJNTWG PROJECT IN SASKATCHEWAN

Mail-in electronic farm accounting systems can overcome

many of the shortcomings of the traditional farm accounting proj-

ects. It is the opinion of this writer that such a system could be

adapted to serve the objectives of farmers, extension workers, re-

search people, and others interested in farm accounts in Sa.skatche-

wan. Some of the apparent advantages of developing an electronic

farm accounting project for Saskatchewan are summarized as fol-

lows.

An electronic mail-in accounting project can be a very

flexible system which can be adjusted to meet the objectives of var-

ious agencies interested in farm accounts. The flexible reporting

system will serve the needs of any type of farm, and once the ma-

terial has been properly coded it can be classified to serve for in-

come tax reporting, for business analysis purposes, and other

farm accounting objectives.

The use of electronic processing machines will make it

possible to handle large numbers of records more completely, ac-

curatelyand quickly than conventional methods. It permits collect-

ing and preserving descriptive, physical, financial and marketing
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information which is unique to each transaction. This detailed in-

formation can then be assembled in numerous ways to serve various

research and extension goals. The regular reporting and checking

of data provides more accurate information than the annual collec-

tion and summary of farm account books.

Most of the mechanics of an electronic mail-in account

program can be handled by machine methods and once the programs

and procedures are perfected, the processing of the records should

become a.lmost routine. An electronic accounting project will re-

quire less professional time thanis required in servicing the con-

ventional accounting project and professional workers will be able

to concentrate their efforts on other aspects of their respective pro-

grams.

An electronic accounting system should create greaten in-

terest in accounting as a tool for management by both farmers and

extension personnel. It should attract additional resources with

which to do management education work. This could come about in

several ways. In addition to the possibility of obtaining sipport

from financial institutions and agri-business, it could shift the em-

phasis within the extension service to a greater management orien-

tation. It should also serve as a link in obtaining closer coordina-

tion between research and extension workers with mutual benefit to

both.



General Background

The province of Saskatchewan, with an area of approximately

250, 000 square miles, lies in the north central portion of the Great

Continental Plain of North America. The total farm area consists

of about 64. 5 million acres with approximately 94, 000 farms. Al-

though it is still predominantly a grain growing area, livestock has

attained greater importance in recent years. With the completion

and development of the South Saskatchewan River Dam project, irri-

gation farming will also gain in importance.

The total farm management educational nee4s of farmers in

Saskatchewan are increasing each year with increases in commer-

cializati.on. The trend, as in many other areas, is to larger and

fewer farms and as each operator combines his labor with more

capital, the importance of the management function increases. Past

and prospective changes in the size and complexity of farm busi-

nesses has placed a premium on improved decision making for

successful farm operations. Increased efficiency of production,

larger scale of operation, greater specialization and adoption of

better business methods are becoming essential.

The farm management extension program in Saskatchewan is

relatively recent, having been established in 1957 with the
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appointment of one farm management specialist to the farm manage-

ment extension division. The farm management extension division

is organized as part of the provincial agricultural extension depart-

ment. The present staff consists of five full-time specialists organ-

ized on an area basis with four district areas and a central office.

Close cooperation is maintained with the Department of Agricultural

Economics at the University of Saskatchewan, Federal and Provin-

cial Agriculti.iral Economic Research Departments and Vocational

Agricultural Instructors. With limited resources and a large num-

ber of farmers to work with, farm management extension work in

Saskatchewan isconfronted with the same basic problems as else-

where. Not only do farmers need to adjust to the changing situation,

but those in extension also need to search for improved approaches

and methods.

A farm accounting project has been operated as part of the

farm management extension program since its inception in 1957.

This project has served as a basis for getting interested farmers

together for sequential instructionin farm management and as a

basis for providing information for both individual and general

farm management education work. The accounting summaries and

farm business analysis have been processed employing the tradi-

tional hand methods.
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Although the current farm accounting project has contributed

a great deal to the farm management extension program, it has sev-

eral shortcomings. The hand methods involved in processing the

ieords have been time consuming and expensive. It is highly sea-

sonal in.its resource requiremerts. At the end of the accounting

year there is pressure to do the hand computational work in a hurry

to faqilitate getting the individual and group summaries and analysis

processed. It also establishes anupper limit to the number of ac-

counts that can be analyzed without devoting an unduly great portion

of the resources to the accounting project and hence infringing on

other parts of the overall program

Consideration has been given by the Saskatchewan farm man-

agement extension staff to the employment of electronic data pro-

cessing procedures as an instrument in improving the effectiveness

of the farm management education program. There has also been

widespreadinterest on the part of research people and business

agencies in electrorUc mail- in farm accounting.

The review of electronic mail-in accounting projects has

demonstrated numerous procedural variations in the operation

of these projects. Variations among programs are natural

for objectives are not identical and techniques which work in one

program may not work in another. However, taking advantage of
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the developments and experience with the described programs

should save much time and money for those consideringlaunching

ai electronic mail-in account project. The remainder of this chap-

ter will consider several factors and recommendations for develop-

ing an electronic mail-in farm accouiiting program in Saskatchewan.

Responsibility for Providing Electronic Accounting System

Whether an educational institution lilce the University of

Saskatchewan or the provincial extension service should sponsor

the operation of an electronic accounting system has raised differ-

encés of opinions. There are those who question the propriety qf

direct educational institution engagement in record service pro-

grams, claiming it should be left to private enterprise since this

is a service and educational institutions should be in education and

not in service businesses. It has been suggested that the best ar-

rangement might be to have a commercial or business grouppro-

vide the service features and the educational aspects be left to edu-

cational institutions. The question is should it be structured on a

strictly commercial basis or is it necessary that the university and

extension be involved for an effective program. There appears to

be several reasons why it is necessary and desirable to have such a

system developed and coordinated through educational institutions.
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AU of the major programs discussed previously involve edu-

cational institutions directly. The developments and progress made

to date have almost entirely come through educational institution ef-

forts. Two of the programs, "Elfac" and the Wisconsin project,

employ private facilities to process the records, but in each case

the appropriate University is responsible for the coordination of the

accounting project.

The organizational and development cost of an electronic ac-

counting system is high. It requires a great deal of promotion and

there appears to. be limited profitability in a comprehensive pro-

gram of this type. Considering the large amount of resources, both

manpower and financial which the Universities have invested in this

system together with the various grants received, it is doubtful if

private enterprise would or could develop such a program in the im-

mediate future. The system is still not fully developed by any

means and a great deal of further development and refining is re-

quired.

Several private enterprise systems have failed in the past.

There may be several reasons for this one being that a certain

amount of personal contact is essential for the effective operation

of such a prpgrarzi.



The lack of effective personal contact with the farmer
has been a critical factor leading to the demise or
stagnation of some commercial mail-in record pro-
grams. (7, p. 17)

Another reason for the failure of commercial farm accounting

systems- is that farm records by themselves are not enough. A

farm record should not be an end in itself but a tool for attempting

to make better farm management decisions. Like any other tool,

the- success of the record is -dependent directly on the use made of

it after it is obtained. For farmers to receive the full benefit from

an electronic mail-in farm accounting system, accompanying educa-

tional aspects of management are -a prime necessity. Facts without

proper interpretation and without accompanying assistance to the

farm operator in developing the skills in integrating these facts,

concepts and principles may well lead to actions with more serious

accompanying consequences than might accompany no action at all.

In the past, farmers in general and the accounting projects of com-

mercial firms have emphasized records for income tax reporting.

The primary objective of an electronic accounting program spon-

sored by a public educational agency should be to provide informa-.

tion for making better management decisions and guidance in imple-

menting these decisions into the farm business. Only in this way

can the use of public funds and resources be justified. Tax inform-

ation and assistance can be a part of such a program. However, we

78
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have had too many farmers keeping records for income tax purposes

only. It needs to be recognized that there are very few farmers

whose income is more affected by the taxes paid than by the income

losses due to poor management.

The facilities of electronic farm accounting should be made

available to all who wish to participate, as is pointed out byRobbins.

(13, p. 7) If a private enterprise, such as a commercial bank, sets

up a program, does it process records and provide assistance to

clients of Production Credit Associations orwho provides service

for those who don't belong to either of these groups? Low cost op-

eration of such a system appears to require a high volume of records

so that several different groups attempting to provide such a service

would likely result in unprofitable operations for all. Hence, such

competition is not likely to result in lower service cost to farmers

but would likely also restrict the quality of services rendered.

Regional Approach

In developing and organizing an electronic mail-in accounting

project in Saskatchewan it is recommended that careful consideration

be given to the possibility of organizing a regional program. A re-

gional project including the prairie provinces of Saskatchewan,

Alberta, and Manitoba would have a number of advantages both in
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the short and long run. There would also be advantages of expand-

ing a regional program into a national effort in the future. How-

ver, a regiorial project i,ncluding the three prairie provinces

should be promoted. The main types of farming enterprises in

the three provinces are similar Also a cooperative effort has al-

ready been established in an attempt to promote a joint farm ac-

court book and a standard method of analysis. The northeastern

states 1Elfac program is an example of an operating regionally

organized effort.

It has been difficult todevelopa standard account book for the

three provinces because of the numerous types of farming encoun-

tered and the different objectives of farm accounting. Even if a

compromise is reached it will only fulfill the minimum needs of

each objective. A book which is complete enough to accommodate

theminimum financial accounting objectives will be lacking in de-

tail required to fill many research objectives It is also extremely

difficult to design an account book which can accommodate all types

of farming. A book designed specifically for a grain farm will be

of little interest or value for a vegetable producer. Theflexibility

of the electronic accounting system in meeting various objectives

would be able to overcome many of these shortcomings.

One advantage of a regional program would be the development
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and use of one standard method of farm business analysis. Once

this is completed and agreed upon, results from one province can

be compared with results from other provinces employing this meth-

od of analysis. In the past such comparisons have been virtually

impossible because of differences in methods.

Since types of farming do not follow provincial lines, workers

in a province with a limited number of records in a specific type of

farming can make a meaningful study by combining forces with ad-

jacent provinces. Suc1 cooperative efforts would encourage and

strengthen regional studies. If such a system could be developed

on a national basis, industry wide collection of data and analysis

would enable the determination of areas of comparative advantage

for crop and livestock production operations.

A coordinated approach enables cooperating parties to con-

centrate on problems peculiar to its region, while at the same time

all findings are available to other regions. It allows delegating

problems of common concern among several specialists and avoids

dupUcaton of eIfort.

A regional program would permit capitalizing on economies

of scale. It is estimated from Michigan's experience that at least

3000 records are required for a reasonable level of efficiency.

This number of records is unlikely to be obtained in an individual
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province for a number of years, yet the three provinces together

might approach this figure in a short period. There does not ap-

pear to be an upper limit if the demand for service should increase

above this figure as more modern and faster electronic processing

e quiprnent is rapidly be coming available.

Recommended Structural Organization for Saskatchewan

The electronic mail-infarm accounting project would be spon-

sored jointly by the Agricultural Economics Dep.rtment of the Uni-

versity of Saskatchewan and the Farm Management Division of the

Cooperative Extension Service of the Saskatchewan Department of

Agriculture in cooperation with Federal and Provincial Agricultural

Economic Research Departments and the Department of Vocational

Agriculture. it is felt these are the most logically cooperating

groups in the province for such a project.

The objectives of the various groups inter ested in a farm ac-

counting project in Saskatchewan will overlap and differ. In order

to assist the different groups in reaching their objectives with re-

spect to farm records, the following organizational structure is

recommended. The electronic accounting project would be organ-

ized as one overall project with joint planning and coordination and

a central processing system. The overall project as envisioned
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would be organized with three coordinated phases as follows:

1) An extension mail-in accounting phase which would be oper-

ated in connection with the present three year farm management ex-

tension program sponsored by the Saskatchewan Extension Service.

This would be a rotating group as each year there will be the addi-

tion of new cooperators and the graduation of members from this

program. It may be desirable to maintain selected farms of this

group for trend analysis and other research purposes. These

would be carried as part of the research phase which follows. The

extension records phase would provide information on the major

types of farming, by size, and all geographic areas of the province.

These records would provide extension workers with contacts with

farmers and information on current developments in farm business

operations.

Z) The research mail-in accounting phase would be organized

to serve the objectives of farm management research. This phase

wouldinclude survey research projects involving farm records.

Needs of particular research studies which require a stratified

random sample group of cooperators would not be satisfied by the

extension phase as cooperators in the extension phase wouldnotbe on

a elective basis. However, this phase could include some of the

extension group of cooperators if they satisfied the needs of the
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sample and were willing to provide the required information. In-

cluded in this phase would be specialized enterprise accounts of

selected groups of highly specialized cooperators. Also special

economic studies on the application of new equipment and new meth-

ods may be desired in order to evaluate new technology. Some of

these detailed studies would be done on alimited number of farms

as they would require close supervision to obtain the detail desired.

3) The service phase would provide records and business an-

alysis to farmers for a fee. This would be available to all farmers

in Saskatchewan. It would provide the opportunity for former coop-

erators in the above two groups to continue this system of farm ac-

counting if they wished. These cooperators could select from among

a set of available options and would be able to choose the degree of

detail and type of records which they desire.

The processing center would be located at the University of

Saskatchewan where modern electronic data processing equipment

is available. The processing center would be under the direction of

a record laboratory supervisor. This individual should be both re-

search and extension orientated and would need to be well acquainted

with farming. lie should be well enough acquainted with machine

programming and electronic processing machines so that he would

know what can be done and what can't be done regarding procedures.
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His job will be to see that records flow through with reports going

out to farmers and other pre agreed parties. He would work with

the extension specialists to aid them in their efforts and reports,

and with the research workers in their research studies and publi-

cations.

The overall project would be coordinated by a steering com-

mittee consisting of one representative from each of the five coop-

erating groups, plus the record laboratory supervisor. The steer-

ing committee would provide liason between the phases and guide the

overall project.

All information from the accounts will be treated as confiden-

tial and will be used in no way which would associate the information

with the individual cooperator without his specific permission. The

reports on file at the processing center from all phases will be avail-

able to any member of the cooperating groups in making group aver-

ages for ise in research, teaching, and extension.

The electronic accounting program will provide a flexible sys-

tem of classifying and reporting. It will provide the individual coop_

eratQr with minimum financial information for tax reporting or pro-

vide detailed information required to make an enterprise analysis.

The comprehensive accounting system will be capable of collecting

and processing detailed physical and financial information on the
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inputs and outputs associated with each major production process

within the farm business. This information can t1en be aggregated

at different levels in attaining a number of research and extension

goa1s. In addition, provision will be made for obtaining and hand-

ling additional information required in specific project studies.

Supplementary information which would be required for specific

studies could include feeding practices, use of credit, investment

intentions, and o forth. The following features will be provided

for Saskatchewan farmers on an optional basis so that cooperators

will be able to choose the type of records and degree of detail which

they desire in farm accounting.

Periodic, and annual income, expense, and investment

summaries.

Farm inventory and depreciation summaries classified

for farm analysis purposes.

Enterprise summary, at least involving an allocation of

cash income and expenses by enterprises.

An analysis report comparing the cooperator '5 business

with similar types of farms.

Family living summaries.

In the development and initiation of the electronic farm ac-

counting project a limited pilot project would be operated for at
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least one year. Becoming involved in an operating program is the
best way to learn about electronic mail-in farm accounting. This
pilot effort would be on a relatively sm3ll scale of probably less

than fifty farms in the first year. It would include three or four
basic types of farming and would not attempt to incorporate all poss-
ible features initially. There would be advantages i selecting these
farmers from among cooperators in the present accountiig project,
as these farmers will have inventory records and experience in ac-
counting methods. A pilot project provides an opportunity to gain
experience in the mechanical and processing operations, in addi-
tion to working out the details of organization. It will also allow
the testing of reporting forms and coding system, and permit adjust-
ments and modifications to meet local requirements. Careful ad-
vance planning and programming is necessary in the use of elec-
tronic machines. Close coordination and communication with

processing personnel will need to be maintained in overcoming

inexperience and working out complications.

Reporting Forms

The reporting forms are a very important part of an electronic

mail-ia accounting system. The accurate and timely recording of
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information depends to alarge extent on the proper filling out of

these forms. In a comprehensive system of accounting, detailed

reportingforms are required to get sufficient detail to describe each

transactoi adequately so that it can be properly identified and coded.

These forms do become quite complex especially to sqmeone who

may not be accustomed to keeping records. While they usually do

not require any information which is not easily provided, they may

be quite difficult and laborious to some farmers. It is the writerts

opinion that certain of the forms studied are better organized than

others, yet farmers will probably require considerable help initially

to get these forms filled out properly and completely.

Separate reporting forms for the periodic reporting of expense

and receipt transactions are recommended. While a single report-

ing form is complete and allows all transactjons - farm, home, and

capital items - to be entered on the same sheet, separate forms

seem to have a number of advantages. When separate reporting

forms are used, each individual form requires fewer columns and

less information and hence are less complicated, Ease of reporting

from the standpoint of the farmer needs to be emphasized and sim-

plicity of outline where possible is very important in obtaining accu-

rate and complete information. Using separate expense and receipt

forms, there is little danger of confusing receipt and expense items
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if these items are not adequately identified. The two forms can be

differentiated by using different colored paper. A separate section

on the bottom of the reporting forms for capital purchases and sales

should also be incorporated into the forms. Capital sales and pur-

chases require different information and classifications, both for

income tax reporting and business analysis purposes, than is re-
quired by other ftnancial transactions. This would make the main

part of the forms more straight forward, yet provide for listing the

detailed information required on capital transactions. From corres-

pondence with states operating active projects, information involving

capital transactions and inventory changes is listed as one of the

main problems encountered in achieving accurate reporting of in-

formation.

The periodic reporting of basic information of receipts, ex-

penses and all other financial and physical information puts pres-

sure on the farmer to keep up to date with his entries. While the

weekly reporting of data may be tOo often or unnecessary for most

farming operations in Saskatchewan, monthly reporting of informa-.

tion should not be too often and is necessary for obtaining accurate

information. Monthly reporting of transactions permits checking

on accuracy and omissions while the individual transactions are

still relatively recent and easily recalled and corrected. The
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monthly reporting of record data will allow spreading the work load

out evenly over the year at the control and processing center.

Coding System

The possibility of accomplishing several purposes from a

single set of detailed data depends to a large extent upon the capac-

ity and flexibility of the coding system employed. A comprehensive

coding system is required if it is to be capable of identifying and re-

taining a great degree of detail. If the detail of the individual items

is maintained it can be aggregated at various levels for use in in-

corie tax reporting, management, or research purposes.

A Federal Extension Service grant has been made available in

the United States to develop a national flexible coding system for gen-

eral distribution. This system of coding is being developed at

Michigan State University and will be published in 1964. The basic

system has been developed and is being tested at several locations

but is still undergoing changes to make it consistent and complete

for general use. Those who have had experience with this system

appear to like the general structure of the system and find it to be

very comprehensive.

Michigan State has, in my opinion, developed a coding
system which can handle input data in almost any degree
of detail. (13, p. 5)



The only coding system the aithor was able to obtain
that provides sufficient capacity and flexibility is the
system developed by Warren Vincent of Michigan State
University. (17, p. 5)

This system is more comprehensive than would normally be used by

anindividual or institution. Provision has been made for expansion

and inclusion of items initially omitted or unknown.

Since the proposed electronic accounting program for

Saskatchewan has broad objectives, a comprehensive and flexible

coding system will be required. If the information from an elec-

tronic accounting system is to beused to provide comparative data

between regions or as a basis for a regional reporting service, a

comprehensive national coding system will be a first requirement.

The coding system being developed at Michigan State should fill both

of these requirerrients. The portion of this coding system which is

applicable to Saskatchewan farming operations would be extracted

and expanded to meet the requirements of all types of farming en-

terprises in Saskatchewan.

Although there are advantages to having the coding of entries

done locally, it is felt for a multi-purpose project as outlined here

centralized coding will be the most efficient. Since a comprehen-

sive and detailed coding system will be employed, farmers should

not be tied up with the detailed coding of entries as much of the de-

tail will be required for specific research or extension projects.

91
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Rather than spend time in teaching farmers how to code entries this

time would be more valuable to farmers if spent on instruction in the

mechanics of accounting methods, or in utilizing the information

from the accounts.

Coding clerks working fulitime on records quickly become ex-

pert at coding and are able to code transactions rapidly. Central

coding will provide greater uniforrriity in the coding of entries than

is likely possible withiocal coding. The data included under each

category must be uniform from farm to farm particularly if a com-

parative analysis is to be made. Uniformity of coding entries is

particularly important for the attainment of consistent research in-

formation.

Business Summaries

One of the unique features of the electronic mail-in system of

accounting is the frequency and number of reports and summaries

provided cooperators. The periodic summary reports during the

year will likely be an important factor in maintaining farmer inter-

est and in obtaining timely and accurate reporting of the basic data.

Quarterly summary reports during the accounting year should

be frequent enough for making current management decisions for

most farm operations in Saskatchewan. Some types of farm
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operations in Saskatchewan such as feeder livestock operations and

poultry enterprises could benefit from more frequent summaries.

The frequency of periodic summaries would be left somewhat flex-

ible with quarterly summaries being the standard procedure unless

more frequent summaries are requested. This should not create

too much difficulty once the information is placed on the electronic

data processing cards or on magnetic tapes. Each set of farm rec-

ords when on cards or tape may be summarized at any interval de-

sired, monthly, quarterly, annually, or an accumulated summary

can be obtained from the beginning of the accounting period to any

time within the accounting year. It will also be possible to provide

summaries based on a financial year basis rather than on a calendar

year if requested. Such a summary may be desired for income tax

reporting. For those cooperators receiving quarterly business sum-

maries, an additional ten or eleven month accumulated totals sum-

mary report would be provided for income tax management purposes.

The information on the periodic summary forms should be or-
/

ganized and summarized in such a way that it is easy to understand

and in a form which facilitates its use for decision making purposes.

Rather than having the sub-totals and totals of the different classifi-

cations listed only in rows and designated by asterisks, it is recom-

mended that the various levels of aggregation be listed in separate
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columns. This makes the report more readable and easier to under-

stand. A separate memoranda column makes the record more com-

plete and can provide useful reference information for farmers.

An annual farm business analysis summary including relevant

area and type of farm data of a comparative nature will be provided

farmers as an aid in maintaining interest and stimulating action.

While discrimination needs to be applied in using this information

it is a useful basis for locating strong points and weaknesses in the

organization and operation of a given farm business. A mail-in

electronic system should make available a larger number of rec-

ords which can be sorted into more groups than is possible in the

present program using manual methods of processing. It will be

possible to make sorts that will give a better basis .for comparison

and more accurate information about profitable organization and

operation of various groups. When a farmer is able to compare

figuies with the average of a similar group, there is a strong mo-

tivation for changes which he should make, since he made his own

record and he standards are established by other farmers.

Cost and Financing

It is very difficult to estimate and project the exact cost of

electronic accounting systems for Saskatchewan on the basis of
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accumulated experience in the United States. Most of the programs

are still in the development stage and hence have not been able to

establish efficient opera.ting processes. Also most of the programs

have so far operated on a relatively small scale. Many of the cost

estirna.tes have been calculated for systems employing essentially

obsolete machines and there is little information available for com-

plete accounting systems employing modern high speed equipment.

The direct comparison of the costs of mechanized versus man-

ual systems is also diUicult. To arrive at a realistic comparison

many factors need to be considered which are difficult to evaluate.

Consideration should be given to such factors as the opportunity

cost of the farmers time and the timeand cost required to get the

data ready for processing. From the standpoint of obtaining data

for research and extensionpurposes, those in charge of the

Michigan program estimated the operating cost per record for

their mail-in accounts has been no greater than those formally

processed manually. In addition there has been an increase in the

quantity and accuracy of the data obtained.

The University of Saskatchewan Department of Agricultural

Economics and the Farm Management Division of the Saskatchewan

Extension Service would take the leading role in the development of

reporting forms, coding systems, and programming computers on
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processing the various farm business summaries and analysis for

the individual cooperator. The objective would be to place the over-

all electronic accounting project on a self-paying basis and there

should not be any large amount of public resources used beyond the

initial organization and the development stage. Each agency or de-

partment will be responsible for supplying the resources necessary

for collecting, processing and analyzing the records associated with

that department's specific interest. This project would provide the

means for-obtaining a pool of data for research and education needs.

Also much of the data presently obtained should be hd at a lower

public cost.

In the present accounting project sponsored by the Extension

Service the cooperator's account books are being summarized and

analyzed on a free basis. The personal services being rendered are

considered to serve merely as inducement for participation in the

program presumed to have general educational value. This same

policy should be continued in the mail-in accounting project during

the developmental stage. However, once the system is refined and

perfected and an efficient operating procedure is established, coop-

erators should be expected to pay the entire cost of processing.

Where special purpose studies are requested and additional data

ar required for specified research or extension projects, the



97

additional cost would be absorbed by the appropriate agency.

The research phase would be financed by the agency involved

in the particular research project. These records should be on a

free basis to the cooperators in order for the research worker to

obtain the type of records desired on the farms desired for the

particular research project. On such a basis it may be possible

to overcome partially at least the difficulty of obtaining a random

sample of farms for research purposes.

For records under the service phase of the accounting projects

a sliding rate schedule will need to be established. Although it re-

quires greater administration and is more complex, a variable fee

schedule rather than a flat charge is recommended. A nominal

basic charge plus a transaction charge is more equitable and more

palatable to farmers, from the experience of projects charging fees.

The basic charge should take into consideration the number of avail-

able options such as, enterprise summaries, household accounts,

and others which the participant chooses. Unless a charge is

made for the various options available, participants may sign up

for more than they complete and records only half completed are

of little or no value to anyone. Also farmers may desire to have

certain options at a reduced rate rather than the complete program

at a flat rate. The determination of the actual fee formula would be
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developed after a cost analysis is made following the completion of

the pilot project,



SUMMARY

There are very few businesses outside of agriculture who neg-

lect the accounting part of their operations. Most businesses have

a bookkeeping staff or hire accounting firms to analyze their opera-

tions. Accounting is just as important in agriculture where the bus-

iness is so complex and becoming increasingly more so. Farm

records do not create profits directly but they are one of the re-

quired tools that will promote more accurate management decisions.

With the trend to specialization in many areas, farmers too may be

able to profit by employing modern machine methods to assist them

with their accounting and decision making.

An accounting project cannot be a complete farm management

extension program. We have to recognize and guard against using

farm records exclusively and overlook other tools and methods.

Educational programs need to include other aspects such as the

teaching of economic principles and concepts, budgeting program-

ming, and information on taxation, inheritance, machinery econ-

omics and other related topics. An accounting project can, how-

ever, serve several useful functions in an extension program.

Farm accounts as a source of research data have certain

limitations just as do other means of getting similar information.

99
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Farm accounts alone do not form an adequate basis for a farm man-

agement research program. However, continuous accounting proj-

ects in the principle farming areas are highly desirable from the

standpoint of keeping up with technological changes and longer time

trends. They provide a practical way of checking on the validity of

input-output information and budgeted or programmed results.

When this information can be obtained in conjunction with a multi-

purpose accounting project it can be an economical source of re-

search information.

With conventional methods of farm accounting it has been diffi-

cult to attain objectives of different groups through a general farm

account project. The availability of electronic business machines

and developments in data processing have led to the possibility that

objectives previously considered unobtainable through a manual

farm account program, are now attainable through a mail-in elec-

tronic accounting system. A mail-in accounting project can be or-

ganized to serve at least partially the objectives and interest of the

farmer, farm management research, farm management extension,

and others interested in farm accounts. The electronic accounting

program can be organized and operated in various ways and at dif-

ferent degrees of intensity to best meet a specific set of objectives

or certain combinations of objectives. The great flexibility possible
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to adjust the program and operation to meet the various objectives

desired is probably one of the strongest single features of this sys-

tem of accounting.

The use of electronic processing machines makes it feasible to

collect and process large quantities of data more efficiently than was

possible before with conventional methods. The electronic system of

data handling allows for the classification of data into many more

subdivisions than are practical with manual record systems. This

should greatly increase the value of the data for both research and

educational purposes. Once this system has proceeded through the

developmental stage and the programs and procedures are perfected,

the handling of large numbers of records should become almost

routine. Farm accounting projects should then require less profes-

sional time in servicing them and more time will be available to

concentrate on helping farmers to decide on improvements to be

made rather than in obtaining facts and analyzing the situation as it

exists. The heavy involvement of professional time required in

servicing most successful manual systems is one of the most com-

mon criticisms leveled at farm account projects. However, consid-

erable time and effort are required initially to develop and organize

mail-in electronic farm accounting programs.

The regular reporting of record data allows for the evening out
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of the work load at the control and processing center. This helps

eliminate the seasonality of the processing of the records of con-

ventional accounting projects. It facilitates hiring a staff on a full

time basis rather than having to hire a larger number of workers

on a part time basis. This should permit the maintenance of a more

qualified staff and provide for a more efficient operation. A major

advantage of handling the records electronically is that the reports

can be returned to participating farmers soon enough for making tax

reports and the comparative analysis reports are received early

enough so that they can be used in planning the current year's opera-

tion.

The use of business machines in processing data does not alter

the need for a comprehensive program for effective farm manage-

ment education. The computer doesn't eliminate management in

any way. In fact it emphasizes the need for stronger management

by providing pertinent information upon which a more intelligent

management decision can be made. The computer serves as a

highly intelligent unemotional assistant. It will help do the paper-

work required and free more time to be spent on the job of manage-

ment.

Electronic processing of records will not improve the accur-

acy of the information furnished. The timely and accurate reporting
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of the originaldata on expenses, income, inventory and production

is still one of the most important factors in farm accounting. If the

details of a transaction are not known accurately or tabulated cor-

rectly, then a summary of such information will be inaccurate

whether processed by hand or with electronic equipment. However,

the periodic reporting and checking of data does result in more ac-

curate information over annual collection and summarization of ac-

counting books. Methods have been developed for reporting errors

and questionable entries to the participant for clarification and re-

entry while the transaction is still relatively recent. Farm man-

agement extension agents using this system also report there is a

cert3in '3gimmick" attraction to an electronic system which encour-

ages farmers to keep their reports up to date.

Mail-in farm accounting projects employing electronic pro-

ces1ng equipment are a new and popular approach and have a certain

appeal or attraction to many farmers. This motivational factor if

capitalized on offers possibilities for increasing the effectiveness

of farm management extension programs and in obtaining research

information. Farmers appear willing to pay a reasonable fee for

this service. However, enrolling a farmer in an electronic account-

ing program and maintaining enrollment will be two different prob-

lems, especially if farmers are going to be paying for this service.
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The farmer 's continual involvement is going to depend to a large ex-

tent on the benefits he receives If the participants are to gain max-

imum individual benefit from any accounting program, they will re-

quire education on both the mechanics of accounting methods and in

utilizing the farm accQunts for improved management decisions.

At the present time almost every state at the university level

in the United States is involved in a mail-in electronic farm ac-

counting program to some extent or are seriously considering some

type of pilot effort in 1964. Other agencies and countries are also

employing this system of accounting. The early programs were

mainly concerned with financial records and emphasized informa-

tion for income tax reporting. Many of these programs are being

expanded to include other phases necessary to comprise a complete

and comprehensive accounting system. The availability of high

speed computers and programming the handling of data on same

have facilitated the complete mechanization of the accounting pro-

cess from the handling of financial transactions to the assembling

of the group business analysis reports. There has been consider-

able progress but most of the programs at the present time are

still not complete. More time and effort is needed to fully develop

and capitalize on the possibilities associated with this type of pro-

gram. It will probably take several more years of field testing and
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development work on procedures and techniques to determine the

most desirable longer-run organization and arrangements.

New methods of production are being adopted in farming at

an accelerated rate. Evaluating the effect of new technology on

the individual farm operation is an important area of farm decision

making in modern commercial farming. Individual producers find

it profitable to introduce new production methods when such methods

reduce per unit costs or lessen the degree of uncertainty. The re-

duction in per unit costs may come about in a number of ways. To-

tal output may remain stable while total costs decline. Total costs

may remain unchanged while output increases. Both output and total

costs may increase with output increasing more than total costs. An

accounting system capable of determining the effects of new technol-

ogy must consider all costs. Records of financial transactions alone

is not enough as overhead costs must also be considered. The tech-

nical aspects and physical records must also be determined. Eval-

uating alternatives and making farm organization adjustments in

many of today's farm operations requires a complete and compre-

hensive system of accounts.

Information gained from studying the organization and operat-

ing procedures of active electronic mail-in farm accounting pro-

grams, and with consideration of local factors the following
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framework is recommended for organizing such a program in

Saskatchewan. It is felt that the most efficient organization for

attaining the objectives of different groups interested in mail-in

electronic farm accounting in Saskatchewan, is a multi-purpose

project designed to accomplish several different sub objectives

and gain the advantages of centralized processingfacilities. This

project would be sponsored by the Agricultural Economics Depart-

ment of the University of Saskatchewan and the Farm Management

Division of the Saskatchewan Extension Service in cooperation with

other interested groups. The overall project would be divided into

three coordinated phases, with a common data processing center.

The three separate sections would include an extension phase, re-

search phase, and service phase. This type of organization would

make the facilities of electronic farm accounting available to all

farmers in Saskatchewan, as well as assisting the various groups

interested in farm accounts in reaching their individual objectives.

In developing an electronic accounting program in Saskatchewan

the possibilities of establishing a regional project including the three

prairie provinces of Saskatchewan, Alberta and Manitoba shrniUd be

thoroughly investigated. There are many advantages to offer an or-

ganizational framework on a regional basis for this type of program.

A limited pilot program would be operated for at least one
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year to test reporting forms, coding system and work out details of

operation. This will provide an opportunity to gain experience in

mechanical and processing operations and develop the skills and ex-

perienced personnel required to service an electronic accounting

program.

A multi-purpose project will require a comprehensive ac-

cointing system which is capable of collecting and processing both

detailed physical and financial information. Once this detailed in-

formation is obtained it is possible to assemble it in numerous ways

to serve a wide variety of research and extension goals. Reporting

forms will be developed capable of handling all relevant detail. Sim-

plicity of outline appears to be very important in reporting forms

and it is recommended that separate forms for expense and receipt

transactions be considered as a means of obtaining complete and ac-

curate reporting of the basic data by cooperating farmers. The per-

iodic reporting ofinformation by farmers would be on a monthly

basis in order to obtain accurate data and spread the workload at

the processing center out evenly over the year.

The coding system being developed at Michigan State University

for national use will be modified and expanded to meet Saskatchewan

requirements. All coding of entries will be done centrally, relieving

the farmers of this task and obtaining uniformity of coding among
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accounts.

In designing periodic reports and summaries the needs and

interests of the individual farmer will be given high priority. Em-

phasis will be given to providing the information in these reports in

a form which is usable and which farmers can readily comprehend.

The frequency of periodic summaries for participating farmers dur-

ing the accounting year will be on a flexible basis, with quarterly

sumriaries being the common practice.

An individual farmer may choose the type of records and de-

gree of detail that he desires from a list of available options. A

variable fee schedule with a basic charge based on the number of

options selectedplus a transaction charge3 rather than a flat rate

would be used. For farmers who are in the extension or research

phase of the project this service would be provided on a free basis

in exchange for maintaining thetype of records, and providing sup-

plementary information required for research and extension pur-

poses.
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