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magine that you wake up to-

morrow to find yourself on an
airplane that has just taken off.
What would you think if this an-
nouncement came over the in-
tercom?

“Ladies and gentlemen, this
is your captain speaking. The
jet stream is with us today, and
we’ll soon be traveling at more
than 600 miles per hour. If all
goes well, in an hour or so we
should be able to look down
and see land below. When we
do, we'll look for a city with an
airport. When we find one that
we think looks safe, we’ll try to
land. We hope you have an en-
joyable flying experience with
us. Thank you for flying Random
Air today.”

Would you choose to ride on
an airplane with an uncertain des-
tination? Would you wonder why
you were traveling at 600 miles
per hour with no one on board
sure where you were going? How
does this relate to the average cat-
tleman you know?

If you have not identified
your ranch management goals or
do not know how you are going
to achieve them, you are not
alone. Too many cattlemen—just
along for the ride—are only
hoping for a better future. The
more successful, however, estab-
lish ranch management goals de-
scribing the future they want,
determine how they can achieve
their goals, and then manage for
goal achievement. It can be
done. But it takes a plan.
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So You're in the Cattle
Business: Do You Know
Where You're Going?

Ranch Management
Goals

A goal is simply a statement
of what an individual or business
wants to achieve in the future.
Each individual or business unit
should identify and commit to
writing its goals for the future.
You are more likely to achieve the
things you want if you identify
what you want, specify the means
(people, resources, potential con-
flicts, ways to resolve potential
conflicts, etc.) for carrying out ac-
tions, and determine a target date
for completing these efforts.

The first step is to commit
your goal(s) to writing. Begin
with goals that are specific and
measurable. Begin by making a
list of the things you want to ac-
complish with your farm/ranch
operation. Below is a short list
of possibilities others are using:

e To make a living from the
ranch operation ($xx,xxx/year)
e To provide supplemental in-
come ($x,xxx/year)

e To expand, maintain, or re-
duce the ranch operation

e To improve pasture forages
and forage use

e To improve land (or labor)
use in the ranch operation

e To improve the natural
resources of the land

e To enjoy the rural life

e To hold land for appreciation
or other investment purposes

e To provide or develop recre-
ational activities (fishing, hunt-
ing, etc.)

These are only a few of the
possible goals you may want to
consider. Be sure to list as many
as you can think of to help you
determine what is important to
your operation. Then go over
the list and rank them from most
to least important. Be sure to in-
volve anyone, spouse and/or
business associate, who has an
interest in your farm or ranch
operation.

The second step is to catego-
rize the management goals you
have listed. An easy way to get
started is to categorize your
goals into personal and business
categories (Figure 1). Personal
goals are statements about what
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Figure |. Types of ranch management goals
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you as an individual want to do
in the future. These are the goals
that give you personal satisfaction.
Business goals, on the other hand,
are statements about what you
want the business to do in the fu-
ture. Business goals are often, but
not always, expressed in financial
terms.

Personal Goals

Personal goals may deal with
the landscape or appearance of
your farm or ranch, such as the
appearance of fences, pastures,
roads, and barns and working
facilities, or the conservation or
improvement of your natural re-
sources. The quality of life on a
farm or ranch is very often a
personal goal that many people
express. Such things as achiev-
ing a more comfortable standard
of living, enjoying a less hectic
life, being your own boss, the
opportunity to make decisions,
enjoying the freedom to take
chances, being outdoors breath-
ing the fresh air, and being sur-
rounded by the natural environ-
ment all express the quality of
life possible on a farm or ranch.
Production goals, which may in-
volve achieving certain levels of
production (acres, bushels, head,
tons, etc.) or raising a champion
animal or producing a record
crop yield, are also personal
goals which some people desire.

Business Goals

Business goals are often
more easily identified and mea-
sured. Business goals are com-
monly expressed as a certain
level of returns on assets, returns
on equity, and returns to man-
agement and labor, or income in
all three instances. Business
goals may also include goals re-
lating to farm/ranch growth,
business organization, family
transfer of assets, retirement, etc.
It is necessary that you develop
accurate financial statements
(balance sheet, cash flow, and

income statements) and monitor
them closely to achieve most
business goals. Often, the diffi-
culty with business goals is in
determining how much is
enough without restricting or
eliminating alternatives and in
balancing returns with farm sta-
bility and flexibility.

You are no doubt aware that
some personal and business goals
overlap and are quite related. That
is, some personal and business
goals complement each other,
while others may be conflicting.
For example, a personal produc-
tion goal to attain a high average
weaning weight may conflict with
a business goal to attain a given
level of returns to management
and labor when attaining the high
weaning weight is unprofitable
(physical maximum vs. financial
optimum). In the event that your
goals conflict, you must decide
which you want the most, or re-
vise your goals, or settle on some
compromise which would allow
you to have a measure of both.

The third step is to identify
short-term goals that will allow
you to reach your long-term
goal. Consider the example pro-
vided by Figure 2. The business
goal identified for “Returns to
Management and Labor” is to
make a profit ten years out of

ten. This is a long-term business
goal with the time period defi-
nitely noted. The short-term
goals that will contribute to
reaching the long-term business
goal include: to achieve 500
pounds of calf production per
breeding cow; to attain calf
market prices that are 5 percent
above average; and to keep unit
cost of production (cost per hun-
dredweight, or $/cwt.) at less
than 50 percent of the maximum
cattle cycle calf price. These
short-term goals provide the
cow-calf producer with a road
map of how to attain his or her
long-term goal.

The fourth step involves the
written details and plans of ac-
tion for achieving these goals.
Figure 3 provides a format for
committing your long- and short-
term goals to writing. Use a sep-
arate worksheet for each long-
term goal. List the short-term
goals that you believe will con-
tribute toward reaching your
long-term goal. In addition, note
possible conflicts, ways to re-
solve possible conflicts, re-
sources needed, assigned person
or persons, and time allowed to
achieve each short-term goal. By
giving some serious thought to
what you want to achieve with
your farm/ranch operation and

Business Goal

Returns to Management & Labor:
To make a profit ten years
out of ten

To keep unit cost of
production ($/cwt.) at

To achieve 500 pounds
of calf production per

breeding cow

To attain calf market
prices that are 5%
above average

less than 50% of the
maximum cattle cycle
calf price

Figure 2. Example ranch management business goal, Seldom Rest Ranch, Inc.
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committing these thoughts to
writing, you will be able to man-
age for goal achievement more
effectively.

For instance, the short-term
goal of “to achieve 500 pounds of
calf production per breeding
cow” will not happen without un-
derstanding what needs to be
done to accomplish this goal.
Once you have identified that in-
sufficient herd records, low con-
ception rate, and inadequate ge-
netics are potential conflicts for
attaining your short-term goal,
you can begin to examine ways
to resolve these conflicts, identify
the resources needed, assign a
person responsible for taking the
appropriate action and allow suf-
ficient time to achieve the short-
term goal. By successfully identi-
fying and achieving these short-
term goals, you will soon have
your long-term goal in sight.

Again, you want to be aware
that some short-term goals com-
plement each other, while others
will conflict or compete for the
same resources. When some
goals conflict or compete for the
same resources, you will want to
reassess these goals or settle on
some compromise that will
allow you to achieve each of
them.

The final step is putting your
plan into action. Without taking
action, it is only by chance that
you will achieve your goals.

The Beef Cattle
Business

Ranch management goals
change over time due to numer-
ous considerations—births,
deaths, marriage, divorce, age,
health, economics, government
policies/regulations, etc. There-
fore, developing and achieving
management goals is not an
event, but a process that must be
reviewed and adjusted as it is ap-
plied over time. The beef cattle
business is complicated and must
always be viewed in its entirety.

Figure 4 describes the three
basic phases of any business.
These include the start-up, oper-
ating, and transfer phases.

These three phases are
linked by arrows on the top and
bottom of the figure. These ar-
rows suggest that information,
decisions, and goals established
in the start-up phase will have a
strong influence on the operat-
ing and transfer phases. Like-
wise, the information, decisions,
and goals that you have for the
transfer phase will strongly influ-
ence the start-up and operating
phases of your operation.
Therefore, it is important to re-
view and discuss the contents of
the three phases as you develop
the long- and short-term goals of
your beef cattle business.

We are not saying that identi-
fying and achieving your man-
agement goals is easy. It requires
much time and effort for every-
one, and above all, it requires
being honest about what is im-
portant to you in the future. You
may begin by answering the
question, “Are you just along for
the ride or do you have goals
you want to achieve?” Remem-
ber, the worst person to fool in

life is yourself. So be careful
how you answer this question.

Like the pilot who needs to
know where the flight is going,
what route to travel, and when it
is to arrive at its desired destina-
tion, beef cattle producers
should know where they are
going, what plan will get them
there, and when they can expect
to be there.

This publication provides the
basic information for setting
farm and ranch management
goals. Only the individual owner
or producer, however, can iden-
tify the goals that describe where
he or she would like to be at a
certain future time, choose the
plan of action that will lead to
those goals, and get into action.
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Figure 4. The three phases of the beef cattle business

Start-Up Phase
Resources
Land
Labor
Capital
Management
Water
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Sole Proprietorship
Partnership
Corporation

-

Operating Phase
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Tax Management
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Income
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Retirement Planning
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Management
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Transfer Phase
Retirement Planning
Retirement Income
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Estate Planning
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Liquidate Business
Sale Considerations
Timing
Markets
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Federal
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J. Walter Prevatt, Extension Economist, Professor, Agricultural Economics and
Rural Sociology, Auburn University

For more information, call your county Extension office. Look in your telephone direc-
tory under your county’s name to find the number.
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