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By JEFF WILSON and 
MEGAN DURISIN

Bloomberg 

Betting the farm on re-
cord crop, livestock and 
dairy prices has turned 
into a losing investment 
for an expanding share 
of America’s agricultural 
heartland. � e level of 
debt to income is the 
highest in three decades, 
and growers are increas-
ingly unable to make loan 
payments.w

Four years after record 
U.S. crop and farmland 
values boosted purchases 
of land and equipment, 
a global surplus has sent 
prices tumbling and farm 
income into the longest 
slump since 1977. � e Fed-
eral Reserve says growers 
are borrowing more to pay 
bills, repayment rates are 
plunging, and the num-
ber of bankers requesting 
additional collateral is the 
highest in 25 years.

While low interest rates 
and savings from big pay-
days not long ago have 
kept farmers in better + -
nancial shape than the 
bankruptcy crisis of the 
mid-1980s, signs of stress 
are increasing, especially 
for growers who invested 
during the boom years. 
Farm income is down 42 
percent from a record in 
2013, government data 
show, and MetLife Agri-
cultural Finance predicts 
farmland values will tum-
ble 20 percent by 2018.

“Unquestionably, some 
farmers are not going to 
make it,” said Dan Kow-
alski, director of research 
at CoBank, an agricul-
tural lending cooperative 
based in Greenwood Vil-
lage, Colo. “If they made 
aggressive growth deci-
sions and did it with debt, 
that won’t work out well. 
Credit quality is starting 
to slip on the farm and 
smaller agricultural busi-
nesses. Bankers are ask-
ing if they have the cash 
: ow to pay bills.”

� e Federal Reserve 
Bank of Kansas City said 
this month that rural 
lenders it surveyed are 
seeing an erosion of + -
nancial health and credit 
conditions for crop and 
livestock producers in a 
seven-state region from 
Missouri to Colorado. In 
the third quarter, nearly 
30 percent of the banks 
reported a signi+ cant 
deterioration of working 
capital for farmers, about 
twice as many as the 
same time in 2015, the 
Kansas City Fed said in its 
Nov. 10 report. An index 
tracking loan-repayment 
rates in the region was 
the lowest since 1985.

“Farmers were fairly 
: ush with cash during 
the really good times,” 
said Nathan Kau< man, 

assistant vice president 
at the Omaha Branch of 
the Kansas City Fed. “We 
continue to see deterio-
ration in general in credit 
conditions, repayment 
rates, liquidity, farm in-
come, all of those mea-
sures that would kind 
of be wrapped up in the 
general + nancial picture 
for farm borrowers.”

About 60 percent of total 
farm loans have been used 
this year to + nance operat-
ing expenses such as seed, 
fertilizer, animal feed and 
land rent, the Kansas City 
Fed said. � at’s the most in 
more than two decades.

Bankers are getting 
more bearish about the 
farm economy. � e Rural 
Mainstreet Index created 
by Creighton University, 
based on monthly surveys 
of lenders across 10 Mid-
western states, sank in Oc-
tober to the lowest since 
April 2009. � e banks ex-
pect about 22 percent of 
farmers to su< er negative 
cash : ows in 2016, and 
some lenders said farm 
foreclosures will be an in-
creasing challenge.

Farmers National Co., 
which manages more 
than 5,000 farms and 
ranches in 24 states and 
Canada, said its land-auc-
tion business is getting a 
few calls from banks that 
are demanding borrowers 
sell acres to reduce debt 
or pay o<  loans.

“I don’t see things turn-
ing around until next year, 
and I’m an optimist,” said 
Jim Farrell, the chairman 
and chief executive oA  -
cer at Omaha, Nebraska-
based Farmers National.

MetLife, which man-
ages a portfolio of mort-
gages for farms, ranches, 
food production and tim-
berland, said in a Nov. 10 
report that farmland val-
ues will keep falling for 
another two years. Prices 
are headed for their + rst 
signi+ cant slump in three 
decades, MetLife said.

In the + ve Midwest 
states monitored by the 
Federal Reserve Bank of 
Chicago, farmland values 
dropped for the fourth 
straight quarter in the three 
months through Septem-
ber, the longest slide since 
1987. Prices are down 5 
percent from a year earlier 
in Iowa and 4 percent in 
Illinois, the Fed said in a 
Nov. 10 report. � ose two 
states are the top growers 
of corn and soybeans, the 
biggest U.S. crops.

Futures prices for 
corn are down 3.5 per-
cent this year and have 
fallen by more than half 
from their all-time high 
in 2012. With cattle and 
hogs plunging more than 
38 percent from records 
in 2014, net-farm income 
will slip to a seven-year 
low of $71.5 billion.

Betting the farm and 
losing: Banks seek 
collateral for debts

LAST WEEK, we dis-
cussed how much you and 
possibly your spouse should 
be paid as part of your busi-
ness plan. My strong rec-
ommendation is that the 
amount of your pay be 
slightly above the minimum 
wage. Insisting that you’d 
work for nothing always in-
sinuates unfairness to the 
founder(s), and investors 
are made to feel as if they 
owe some favor. 

Let us understand one 
thing clear. Unfairness, such 
as you’d work for nothing 
till your startup gets o<  the 
ground, an uncertain and 
unde+ nable point in time, 
is de+ nitely unfair to the 
founder. But that unfairness 
might someday turn against 
the investor any time as the 
return of that favor.

Now you must collect 
and summarize all other 
minutia of running your 
business. Phone, internet, 
copy machine, paper, etc. If 
you feel you don’t want to 
waste your productive time 
in this bureaucratic minu-
tia, you may just use a lump 
sum of $500 a month and 
won’t be too far o<  from the 
real value.

If you use your home as 
your oA  ces and manufac-
turing space, then measure 
the area, and list it as a 
legitimate item. How much 
do you want to charge? If 
your house is 1,000 square 
feet, and you use 200 square 
feet for your business, 
then you should charge 20 
percent of the mortgage, tax 
and maintenance expenses 
to that business.

Manufacturing cost: Next 
step is to assess the manu-
facturing cost of the very 
product — NailSafe. I have 
mentioned that you should 

ask suppliers to give you 
quotations. Ask at least 
three suppliers by show-
ing your drawings. I sug-
gested that the target cost is 
around $2.50 per the rotary 
+ le piece, and if you wish 
to market the system with 
a hand-held motor, the 
+ nal price may be around 
$30. � us production cost 
(purchase cost) should be 
about $10.

Your real revenue: Simple 
rules of thumb in sales 
distribution is that retail-
ers take 30 percent from 
the list price, and the sales 
representative makes 15 
percent. So, assuming you 
could purchase the set (the 
rotary + le and the handheld 
motor) for $10, and the list 
price being $30, the retailer 
would take $10, the sales 
representative would take 
$4.50. � us $30 — ($10 + 
$4.50) = $15.50. Since you 
have to pay the manufactur-
er $10, your margin revenue 
is $5.50 per unit sold.

Now, of course, this com-
putation is assuming that 
the retail price is upheld by 
the retailers, and there isn’t 
going to be a nasty com-
petitors showing up and 
disrupting everything.

I used to be an owner of 
a manufacturing company 
in the television broadcast 
industry. � is + rm did have 
some unique technology, 
but in the + eld of high-
technology, uniqueness is 
an ephemeral item that dis-
appears very quickly, and 
you would be facing very 
sti<  competitions soon. So, 
unfortunately, the margin 
revenue — the amount of 
revenue when one unit is 
sold by a retailer — that 
you had calculated isn’t an 
exactly dependable and 
constant + gure. � is Nail-
Safe isn’t exactly a unique 
product and isn’t protected 
by any patent yet. (Remem-
ber this is an academic 
exercise of writing your 
business plan, and the core 
invention of NailSafe is just 
an example). Also, let us as-

sume you do not have some 
$20,000 in savings to pursue 
a full patent application.

Let’s start adding num-
bers. 

• Pay for you and your 
spouse: ($15/hour/per-
son, 20 hour/week) equals 
$31,200/year. 

• Averaged oA  ce expense, 
including rent of your house 
as oA  ce ($500/month) 
equals $6,000/year. 

• Total expense equals 
$37,200/year. 

• Average contribution by 
selling one NailSafe equals 
$5.50/unit. 

• � e breakeven num-
ber of units to be sold 
($37,200/$5.50) equals 
6,764 units/year or equals 
564/month. 
� is very simple exercise 
tells you several important 
factors that constitutes vi-
ability of your business, and 
potential remedies for its 
survival. In the past I have 
encountered many + nan-
cial projections delineating 
many detailed items that 
bewildered my eyes. But the 
most important test comes 
from this very simple trial 
calculation.

What we learn from the 
above are: 

1) � e owner(s) must sell 
nearly 600 NailSafe units a 
month to break even.

2) � e largest expense 
component is the pay for 
the owners.

3) � e average contribu-
tion of $5.50 may be too 
small.

� e following list consti-
tutes what the owners must 
do to survive and become 
pro+ table: 

(From  No. 1): a)  No 
business would survive 
without the initial capital 
outlay. � e simple indicates 
this business needs about 
$50,000 initially to be viable.

b) Start market study 
immediately. Inquire at 
large and small retail shops 
just what they think of the 
product and idea of the 
market size. You’d encoun-
ter all sorts of answers. Be 

thorough and patient. Take 
meticulous notes.

c) � e owners must nego-
tiate with the manufacturer 
to get the unit cost down as 
much as possible to in-
crease the contribution, and 
resist their demand for cash 
in advance (CIA) treatment. 
In an infantile business, 
conservation of cash is of 
utmost importance.

(From No. 2) d) � e own-
ers’ pay, the largest cost 
item, should be studied if it 
could be reduced. Perhaps 
they don’t need to work 
(and charge) half time. 
One spouse may not need 
to work at all for the ini-
tial period. Do some soul 
searching.

(From No. 3) e) � e 
contribution might be too 
small, or the volume might 
be too small. And the third 
angle is to try to carry more 
products manufactured and 
available from other sourc-
es to broaden your product 
line. Since you started to 
solve the problem of cutting 
toe nails safely, you may 
wish to encompass prod-
ucts related to the activity 
of toe nail trimming. Again 
this requires serious e< ort 
to do the market research.

To be continued 


Shintaro “Sam” Asano of New Castle 
was named by MIT as one of the 10 most 
in$ uential inventors of the 20th century. 
Write to him at sasano@gmail.com.

How much will it cost to make your new product?

Miller named to St. 
Paul’s School  board

MANCHESTER — Sheehan 
Phinney shareholder Rob-
ert H. Miller 
was named 
to the Board 
of Overseers 
for St. Paul’s 
School Ad-
vanced Stud-
ies Program 
for a three-
year term.

� e board 
oversees the Advanced 
Studies Program, a sum-
mer academic program for 
public and parochial high 
school juniors founded in 
1957.  

Phaneuf receives 
award

MANCHESTER — Phaneuf Fu-
neral Homes and Crematorium 
was named the recipient of 
the 2017 Innovation & Excel-
lence Global Award by Cor-
porate LiveWire, a provider 
of business news and devel-
opments from around the 
globe. Winners are chosen 
on merit, excellence, inno-
vation and strong leadership 
over the past 12 months. 

Head joins law ! rm
CONCORD — Attorney Rich-

ard W. Head joined the Envi-
ronmental Practice Group 
of Rath, Young and Pig-
natelli, P.C., a law + rm based 
in Concord with oA  ces in 

Nashua and 
Boston. 

B e f o r e 
joining the 
+ rm, Head 
was a part-
ner at SL En-
vironmental 
Law Group. 
After spend-
ing 10 years in private prac-
tice as a litigator, Head spent 
15 years at the New Hamp-
shire Department of Justice.

WEI earns national 
kudos

SALEM — WEI, an informa-
tion technology consulting 
and solutions company, was 
honored by the National 
Minority Supplier Develop-
ment Council, NMSDC, as 
Class IV 2016 Supplier of 
the Year. � e Salem-based 
company was nominated 
by Blue Cross Blue Shield of 
Massachusetts.

Hetu joins
accounting ! rm

CONCORD — Cynthia A. Hetu 
joined the professional sta<  
of account-
ing + rm 
of Nathan 
Wechsler & 
Co., P.A. As 
a tax associ-
ate, Hetu will 
provide a 
full-range of 
tax services 
to individual 
and small business clients. 

She specializes in services 
for construction companies, 
veterinary businesses, small 
retail storefronts, and pro-
fessional service + rms. 

Reynolds named
to Samaritan team

MANCHESTER — � e Denver-
based Samaritan Institute 
recently named PCS Execu-
tive Director David B. Reyn-
olds to the leadership team 
of the Clergy and Congrega-
tion Care (CCC). PCS, based 
in Manches-
ter, is ac-
credited by 
the Samari-
tan Institute. 
� rough the 
a f f i l i a t i o n , 
PCS, which 
p r o v i d e s 
c o u n s e l i n g 
services, is 
part of an international net-
work of 89 Samaritan Cen-
ters across the world. 

University system 
earns nursing award

CONCORD — � e Univer-
sity System of New Hampshire 
received this year’s New 
Hampshire Nurses Associa-
tion “Champion of Nursing” 
Award. � e annual award 
recognizes organizations 
that provide exceptional 
support to the profession of 
nursing. � is year the NHNA 
Champion of Nursing award 
will be extended for the RN 

to BSN Pathway Program, a 
partnership of the Universi-
ty System of New Hampshire 
and the Community College 
System of New Hampshire. 

Rudraraju joins
Red Brick

PORTSMOUTH — Red Brick 
Data appointed Varma Rudr-
araju as its chief architect for 
Microsoft Cloud and Pro-
ductivity Solutions. In this 
newly formed role, Rudr-
araju will provide leadership 
and guidance in the iden-
ti+ cation and architecture 
development of productiv-
ity solutions for enterprise 
customers using Microsoft 
Platforms including: OA  ce 
365, SharePoint, SQL and 
Business Intelligence.

Stoddard joins
institute board

CONCORD — � e New 
Hampshire Fiscal Policy 
Institute ap-
pointed Kris-
tine Stoddard 
of Bow to 
the organiza-
tion’s board 
of directors. 
S t o d d a r d 
serves as the 
director of 
New Hamp-
shire Public 
Policy for Bi-State Primary 
Care Association, based in 
Bow. 
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