
Farm Financial 
B h kiBenchmarking

Dale Nordquist
Center for Farm Financial Management

University of Minnesota
dnord@umn.edu

© 2009, University of Minnesota

dnord@umn.edu



What We Have Learned What We Have Learned 
from 50 Years of 

Farm Benchmarking

Dale NordquistDale Nordquist
Center for Farm Financial Management

University of Minnesota
dnord@umn edu

© 2009, University of Minnesota

dnord@umn.edu



Farm Financial BenchmarkingFarm Financial Benchmarking

The process of comparing the performance of an 
agricultural enterprise against the performance of other 

i il  t i  th gh th   f bl  d similar enterprises, through the use of comparable and 
reliable data, to identify business management 
strengths  weaknesses  and steps necessary to improve strengths, weaknesses, and steps necessary to improve 
management performance and business profitability. 



Is there a need for benchmarking in Is there a need for benchmarking in 
agriculture?
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On Farm Benchmarking:
How to Do It and How to Do it Better

The evidences shows, “different farmers are 
getting very different results from the same getting very different results from the same 
quantity of inputs.”

On Farm Benchmarking:  How to Do It and How to Do it Better, J. R. 
Franks and Jimi Collis  International Farm Management Conference  2003Franks and Jimi Collis, International Farm Management Conference, 2003
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Corn by Net Return
FINBIN Database, So MN, Cash Rented, 2010

Net Return Group
Lo Return

20 % 20-40% 40-60% 60-80%
Hi Return 

20%

Yield 183 187 193 190 195

Gross return (with govt pymts) $788 $852 $917 $939 $1042

Seed 100 97 99 100 96

Fertilizer 129 129 123 108 98

Chemicals 24 25 23 23 24Chemicals 24 25 23 23 24

Rent 179 174 172 161 154

Total direct expenses 582 557 544 503 480

Total expenses 690 653 636 583 559

Net return to operator lbr & mgt 98 199 281 356 483
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Cost of production 3.98 3.68 3.49 3.20 2.97
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FINPACK:  Benchmarking at Analysis Time
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RankeEm:  Benchmarking for the Local Program
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FINBIN:  Benchmarking On Demand
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myFINBIN:  Benchmarking Against My Peers 
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Limitations of BenchmarkingLimitations of Benchmarking
1. Ignores economic principals*
2. Doesn’t identify cause and effect*
3. Doesn’t help top farmers*3. Doesn t help top farmers
4. It’s expensive

You don’t want your benchmarking to indicate that you – You don’t want your benchmarking to indicate that you 
are spending too much on benchmarking

5 Doesn’t recognize unique management practices5. Doesn’t recognize unique management practices
*From:  Is farm benchmarking the new acceptable face of comparative analysis?,      

Fleming, Farrell, Villano, and Fleming, Australian Agribusiness Review,
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Interpreting Benchmark ComparisonsInterpreting Benchmark Comparisons

• Key• Key
– Each farm has a unique situation

There are reasons for differences– There are reasons for differences
– Some of those reasons are due to the unique goals and 

management strategies of the farm managermanagement strategies of the farm manager
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What do you need to benchmark your 
farm?

1 Financial metrics for your farm or ranch1. Financial metrics for your farm or ranch
– Accurate and complete

C i t t ith b h k  d t b– Consistent with benchmark  database
2. Database to benchmark against

– Accurate
– Comparable
– Uniform 
– Large enough to be meaningful
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What metrics should we benchmark?What metrics should we benchmark?
• Whole farm financial ratios and measures

– Diagnostic

E t i  l l• Enterprise level
– Prescriptive

• Profit center and cost center

• Activity level
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How Accurate is Our Data?How Accurate is Our Data?
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NAFBAS/NFRBMEA Study 2006NAFBAS/NFRBMEA Study 2006
Analysis System #1 #2 #3 #4 #5

Net Farm Income 158 373 184 815 173 793 124 649 151 730Net Farm Income 158,373 184,815 173,793 124,649 151,730

Adjust for owner wages 47,368 47,368 47,368

Adjust depreciation -29,126 -6,602 -2,289 12,950

Error 27,800

Net farm income 176,615 178,213 171,504 172,017 239,848
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NAFBAS/NFRBMEA Study 2006NAFBAS/NFRBMEA Study 2006
Analysis System #1 #2 #3 #4 #5

Current Ratio 4 70 6 32 6 57 3 73 6 51Current Ratio 4.70 6.32 6.57 3.73 6.51

Current assets 407,712 547,364 436,081 407,712 439,891

Deferred pat/oth cur -40,774

Dairy calves 10,150

Breeding livestock -139,650

Error 13,900,

Total current assets 407,712 407,714 405,457 407,712 453,791
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NAFBAS/NFRBMEA Study 2006NAFBAS/NFRBMEA Study 2006
Analysis System #1 #2 #3 #4 #5

Current Ratio 4 70 6 32 6 57 3 73 6 51Current Ratio 4.70 6.32 6.57 3.73 6.51

Current liabilities 86,679 86,640 66,422 108,743 67,571

CPLTD 16,513 15,365

Accrued interest 39 3,744 50 3,744

Accrued tax liability -22,114

Total current liabilities 86,679 86,679 86,679 86,679 86,680, , , , ,
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NAFBAS/NFRBMEA Study 2006NAFBAS/NFRBMEA Study 2006
Analysis System #1 #2 #3 #4 #5

Total current assets 407 712 407 714 405 457 407 712 453 791Total current assets 407,712 407,714 405,457 407,712 453,791

Total current liabilities 86,679 86,679 86,679 86,679 86,680

Current ratio 4.70 4.70 4.68 4.70 5.24

© 2009, University of Minnesota



Key analysis issues – whole farmKey analysis issues whole farm
• Chart of accounts issues
• Balance sheets at cost or market
• Inventory valuation
• Depreciation 
• Value of unpaid labor and management
• Charge for equity capital
• Paid operator labor
• Entities vs sole props
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Key analysis issues – enterprise levelKey analysis issues enterprise level
• Transfer costs at cost or market
• Land costs
• Operator labor & management vs. owner withdrawals
• Charge for equity capital
• Government payments
• Other questions

– Manure value
– Soybean fertilizer
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One Final Thought on BenchmarkingOne Final Thought on Benchmarking

• You have to do something with them
– An active assessment of strengths and 

weaknesses and commitment to change
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