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A lot has been written about consolidation 
at the farm level, especially over the past 
30 years or so.  Following the farm crisis of 
the early 1980’s (think farm auctions), USDA 
surveys began to show a rapidly growing 
share of gross farm revenue collected 
by large farms.  At that time, farms with 
over 1 million in sales accounted for 
approximately two-thirds of all gross farm 
income.  Today that number is well over 
50 percent.  It is also estimated that fewer 
than 100,000 US farms produce over three-
fourths of all farm products.  For a country 
as large as the US, that is a staggering 
figure when you consider all of the products 
grown for both domestic use and export.  
This rapid pace of change over the past 
30 plus years has led to well-documented 
business and social change across farm 
dependent communities.  

Fewer farms handling larger acreage 
each has greatly impacted the ability of 
so many small towns to maintain a vibrant 
business environment which then leads to 
challenges related to municipal services, 
schools, infrastructure upkeep and a myriad 
of other downstream community activities 
that depend on a stable population and 
local tax base.  And, it is not just the 
consolidation of farms that concern these 
farm-dependent cities and counties.  Over 
this same time period, consolidation of 
most major service providers has added to 
the challenges.  It is hard not to notice how 
few seed, chemical, fertilizer, equipment, 

commodity handling, transportation, and 
banking firms there are in a given area.  Of 
course, this same reality could be extended 
to most major industries from airlines to 
energy to food sales and distribution.  
Among farmers, there seems to be a few 
key circumstances that have kept this trend 
going.

Working across the South Plains region of 
the US, I have been accustomed to farms 
with large acreage for some time.  Since 
this area is more drought prone that most 
other crop production regions in the US, 
it has always been necessary to try to 
spread costs over a larger area given the 
lower yield environment, especially on 
the non-irrigated acres that make up the 
vast majority of farmland here.  But, even 
the South Plains is experiencing ongoing 
consolidation.  Greater regulation has 
certainly played a role, as it has with virtually 
all business sectors.  Computerization 
has helped with the increased paperwork 
associated with farming activities, but with 
more agencies involved in rule making and 
enforcement, there has been added liability 
and associated legal costs trimming the 
bottom line.  

A changing labor market has also created 
challenges, especially in those areas where 
booming industries such as oil and gas 
have competed strongly for farm-related 
labor, which has raised labor prices and 
made it much more difficult to retain 
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qualified help.  Fresh on our minds also is the trend of 
falling commodity prices in the face of input prices that have 
remained much more rigid, especially since the end of the 
2007-2013 commodity boom.  This same technology, whether 
in the form of seed genetics or other inputs that have 
provided so much opportunity for the farm, has required 
sticky prices.  And, this extends very much to equipment.  In 
the area in which I serve, I suggest that the cost of equipment 
is one of the lead drivers in the need being felt by farm 
families or managers to expand the operation in an effort to 
maximize the return from machinery use and maintenance.  
Of course, we could go on to list many other factors that 
drive farm owners to strive to acquire more land, but with the 
understanding that this is trend comes the desire to learn 
what others are doing to make this transition successful.

There is no question that I can safely say the average acreage 
managed by of our farmer clients has more than doubled 
over the past 20 years.  And, this statement holds in all 
pockets of production across the South Plains.  One basic 
observation is that it is the larger of the farms, rather than 
the smaller ones, that tend to take on more land and get 
even larger.  This seems to be due to a complicated set 

of factors related to landlord perceptions, advantages 
in lending arrangements, volume discounts, labor 
and equipment efficiencies, a larger pool of family 

participation to pull from and the like.  Social 
economies of scale to some degree.  Of course, 

this is a generalization with many exceptions, 
but is validated to me over and over.  

However the land is acquired, I do see 
common changes in management 

approach.  More ownership of 
equipment as scale efficiencies and 

volume discounts become more 
impactful.  This may also include 

joint ventures in equipment 
across farming operations 

striving to find the most 
economical utilization of 

equipment in the face 
of rising machinery 

costs.  Co-
ownership or 

operation 
of 

equipment might be among related families or might not be.  
The addition or expansion of on-farm storage in an effort to 
extend the marketing window, better manage cash flow and 
year-end financial planning, and better meet the needs of 
the final user.  The adding of on-farm storage does ebb and 
flow with weather cycles but has been a continuous trend.  
The greater use of risk management tools.  This goes hand-
in-hand with additional on-farm storage, but also applies to 
those utilized commercial handlers as well.  The managers 
of the growing operations tend to feel the potential growing 
financial spread associated with volatile commodity prices 
and larger volume.  

Downstream marketing is another way I see the growing 
operations change.  Whether setting up equipment to 
package whole or milled grains under a brand name, or 
lining up processor direct arrangements for specialty crops, a 
growing operation often finds that even subtle moves up the 
marketing chain can add significantly to the bottom line.  

The last observation I will mention is that of a joining of 
operations.  I have seen several successful mergers of related 
or even unrelated families that have quickly found many of 
the efficiencies just discussed by simply joining forces.  All of 
a sudden, there is more labor and expertise in key positions, 
greater efficiency in equipment use and input buying 
power and in general are now experiencing a stronger 
financial standing that the joint venture has afforded.  Not 
to oversimplify, these arrangements do require considerable 
time to work through the legal and financial arrangements for 
all involved.  

No matter how growth is achieved, I feel strongly that in the 
South Plains this trend to fewer farm operations handling 
more land each will continue.  At least, until some unforeseen 
market or political forces dictate otherwise.  While I do see 
growth in farms of all sizes and characteristics, the current 
regulatory and marketplace environment seems to favor the 
larger operations in this regard.  

John Miller has been an affiliate with Hurley & Associates 
since 1999 and he works in Snook, TX.  He established 
Southwest Agribusiness Consulting, Inc., a firm that provides 
comprehensive price risk management services to producer 
and users of agricultural commodities throughout the 
Southern Plains.  He works with individual customers, and 
provides leadership in the development and implementation 
of risk management plans to fellow staff. 

Growing the Farm Often Requires Changing Practices
By John Miller
Continued from page 1
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Is It Time to Start Selling Yet?
By Jake Kubela

About a week ago, I was driving across North Dakota on 
my way back from a wedding.  I remember thinking how 
nice it was to finally see planting taking place, and thinking 
how happy the farmers must be to get into the fields.  
That feeling was short-lived because it forced me to think 
about this year’s late planting and wet spring and all of the 
uncontrollable risks farmers face every year.  This late, wet 
spring being one of them.  

Considering all of the risks that farmers have no control over, 
it’s remarkable to think about all the strides that have been 
made to help farmers manage many of these risks.  Farmers 
are strong risk managers when it comes to the production 
side of most operations.  Farmers are better than ever at 
managing this risk by using some of the following, as well as 
many more not listed:
• Variable Rate Application
• Irrigation
• Drain Tile
• Seed technology
• Increased chemical and seed effectiveness
• Farm equipment efficiencies

The advancements in technology have allowed us to do 
what we can to increase the probability of a good crop most 
years.  The reality is that farmers are now better at growing 
and harvesting a crop than they have ever been.  

But, what about the business side of the operation?  

What has been done to keep better records, know break 
evens, and manage overhead costs?  Specifically, what 
has been done to strengthen the financial side in general 
and crop marketing?   I have heard many times that one 
of the hardest parts of farming is the business side of the 
operation.  

This side of the operation generally takes a back seat to 
production, because producing a crop is what farmers love 
to do.  Most farmers I work with farm because they love to 
be in the field or in the shop.  They do not do it because 
they love to sit behind a desk, or manage hired hands.  The 
issue is that farmers carry a large amount of risk on the 
financial management side of the operation.  

Over the past few weeks, we have welcomed a long-awaited 
rally in the corn, soybean and wheat markets due to the wet 

weather and late planting.  Granted, we would like to see 
it continue in all crops.  It is not all rainbows and unicorns 
though.  With record late planting, most farmers are still 
struggling to get the crop in the field.  So, they are not sure 
how much of a crop they will have to sell.  Do they try to take 
Prevent Plant on corn and bean acres?  How will that affect 
next year’s crop if they do?  What if there is additional price 
opportunity?  What if there is another subsidy program for 
corn beans and wheat?

With all of these questions up in the air for the coming year, 
how do we know when it is time to sell?

When the market is rallying like it has been over the last 
couple of weeks, it becomes even more difficult to pull the 
trigger on sales.  In a way, the rally seems to paralyze us 
because we do not want to sell too early.  The fact is that we 
all want higher prices.  Actually, we all want the highest price.  
Selling at the top of the market is almost an impossibility.  So 
what is the right answer?

The reality is that we need a better understanding of the 
financial side of our operations, backed by a well thought 
out marketing plan.  We have to provide reliable information 
to our lenders at the beginning of each year to help them 
put together cash flow projections.  The quality of the 
information we provide determines how they will approach 
financing each client for that year, and how smoothly the 
renewal process will go.  Lenders are beginning to request 
marketing plans from more and more customers due to 
the depressed Ag prices and increased pressure from their 
auditors.  The problem is no one really knows what the 
important parts of a plan are and how to structure it so it is 
usable.  

Along with a marketing plan, it is just as important to 
understand where your break evens are for the current 
growing year.  I used to be an Ag Lender so I understand 
that break evens are a lot like cash flow projections.  They 
are a ballpark guess, but the more accurate we are with 
the financial side of our businesses, the more accurate 
the breakeven projections will be.  These break evens are 
invaluable when it comes creating action areas on your 
market plan.

Within a good marketing plan, you should have the 
following:

continued on page 5
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China, Iran, Brexit and U.S. Weather
By John A Johnson 

Any discussion of international economic conditions naturally 
leans toward China these days as the trade dispute, war, 
disagreement or interruption (as it is variously called, 
depending on what view of the situation that the speaker 
happens to hold) stays front and center.  Problematic relations 
with China came home to roost very quickly in the agricultural 
community as the Chinese targeted agricultural goods first 
and more forcibly than any other industry.  They have long 
realized that China is a very important soybean customer for 
the whole world, especially Brazil and the U.S., and those 
soybean exports are vital to the health of the U.S. agricultural 
economy. 

This particular timing happens to coincide with anticipated 
needs for massive imports of pork for the Chinese because 
Asian Swine Fever has decimated their hog population. Some 
estimates of the shortage run as high as 50% of their entire 
breeding herd. Since pork is such an important part of the 
average Chinese diet, this is a very serious shortage.  The 
present Chinese duty on pork imports can run as high as 
62%, which would be cost prohibitive in most circumstances, 
but these are extraordinary circumstances and would not 
keep the sale from taking place if it were not for the ongoing 
trade dispute.  Many believe that the U.S. will still sell them 
significant amounts of pork, but only as a last resort and after 
all other possible supplies are exhausted. 

The trade talks seemed to be going very well until right 
before an agreement was scheduled to be announced, and 
then the U.S. and Chinese representatives broke off the 
negotiations.  The story from our side is that the Chinese had 
reneged on many of the portions of the agreement that had 
been previously settled.  One of the main sticking points from 
the U.S. point of view is the theft of intellectual property. The 
Chinese apparently have no respect for U.S. patent laws and 
freely appropriate any technology they can get their hands on.  
This administration is trying to stop the theft. 

Any resolution of this and other disagreements seems to be 
getting farther and farther away as both sides appear to be 
digging in and setting up for a long-term change in U.S./China 
trade relations. 

All of the above is also framed in a background of 
disagreements with China over their “adventures” in the South 
China Seas.  These seas have been considered international 
waters for many years, and are now being claimed by the 
Chinese as sovereign territory, as they have been building 
“islands” for military bases around the area.  Since the U.S. 

and other countries continue to use the waters, and have not 
recognized the Chinese claim, tensions are rising in the area.  

Iran remains another trouble spot and the U.S. has sent 
men, arms and equipment in the form of naval and aircraft 
equipment to handle any potential trouble that arises. We 
have already recalled all but essential personnel from the area.  
The U.S. is also tightening any and all available economic 
sanctions against Iran and anyone who buys products (i.e. oil) 
from them without express waivers from the U.S. 

Europe, and especially Britain is struggling with “Brexit” as 
Ms. May valiantly struggles to find an acceptable solution to 
the problem of getting an agreement between her parliament 
and the European Union as to the actual mechanics for 
Britain’s extricating herself from the Union in a manner that 
is acceptable to all. Each proposal meets resounding defeat, 
and options are quickly being spent, while the Brexit clock 
is ticking more and more loudly. The June 29th  deadline is 
looming ever closer.  

 Venezuela, while not in the news every day, is still in the death 
throes of the present regime.  The entire government is in 
disarray as the U.S. and many other countries recognize Juan 
Guaidó as the rightful president, and Mr. Maduro doggedly 
tries to hang on to power with force of the Venezuelan 
military backing him up.  Many citizens have been killed 
or wounded as food, medicine, and all other necessities 
of life are becoming more and more problematic for the 
population.  Representatives of both factions are reportedly 
in Oslo, Norway, involved in indirect talks to try to reach some 
agreement.

Every coffee shop in any farm community in the U.S. these 
days is full of conversations about rain, cold, prevent plant, 
floods, tornadoes and if one can believe it, snow in late May!  
As of May 20, corn planting is some 30% behind last year 
and the five-year average. After five consecutive years of 
lower commodity prices, the farm economy cannot stand a 
small crop and low prices at the same time. Under “ordinary” 
circumstances, (who knows what is “ordinary” anymore?), late 
planting and low yields would result in much higher prices, 
but in these days of huge surpluses and increasing world 
production, the effect of a short crop on price will be lessened 
if not eliminated. 

Another factor in the huge weather issue is the spring 
flooding that has damaged many commercial and private 
grain facilities, lessening marketing opportunities for many 

continued on page 6
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What do you most enjoy about your 
job?
I enjoy the atmosphere of working with 
a great group of people who are all 
energetic and upbeat.  We also have 
the ability to work with similar minded 
producers that are passionate about 
what they do.  There hasn’t been a day 

that I’ve dreaded coming to work in the morning!

How did you get started in your career?
The connections that exist in the world are crazy!  Long 
story short, our Brookings manager took me out to lunch 
one day and here I am.

What are you most passionate about when it comes to 
serving clients?
Once you gear yourself differently, being proactive can 
be such an easy thing to do, yet very rarely done.  I enjoy 
looking into the future with my clients and pointing 
out opportunities.  Seeing clients instill trust with us 
and allowing us to become part of their operation is 
extremely rewarding.  

What would be your ideal vacation? 
My wife and I went to New Zealand for our anniversary, 
I’d like to go back and see more of that country.  However 
after the winter we’ve had I’d settle for a cold beverage 
on any warm beach.

Tyler grew up on his family’s grain and livestock farm 
north of Pipestone, MN. Hard work and responsibility 
are part of his core values and his foundation in the 
Ag industry. He graduated from SDSU with degrees 
in Agricultural Systems Technology and Agricultural 
Business. Prior to Hurley, Tyler spent 5 years in the 
machinery industry as a sales person and precision 
farming specialist discovering individual operator needs, 
optimizing machinery lines and integration into the 
operation.

Tyler and his wife Alissa believe there is no better place 
to raise a family than on a farm. They currently live on an 
acreage raising a flock of Dorset sheep, which they sell 
and show at regional and national events. Tyler and Alissa 
hope to instill core qualities in their children the same way 
they were raised.

Being immersed in agriculture his entire life, Tyler 
understands that gratification doesn’t come without its’ 
hardships. He appreciates the trust producers place with 
him that allows Hurley & Associates to become a partner 
in their operation.

Consultant Spotlight:
TYLER FRUECHTEIs It Time to Start Selling Yet?

By Jake Kubela
Continued from page 3

1) Total number of projected bushels
2) Action areas for sales (e.g. $4.00 Dec19 Futures)
3) Designated amount of bushels to be sold at each level
4) Strategy to be taken on each sale (e.g. Cash sale, Put 
Option, Futures Fixed…)

The marketing plan is so important to the operation because 
it allows you to scale into opportunities as they come.  By 
having pre-set action areas to sell your grain, you already 
know what you are going to do before the market gets 
there.  

It seems like it is harder to make sales when the market is 
rallying, because a higher market tomorrow makes us feel 
like we should not have sold the crop yesterday.  In reality, by 
stepping into the rally we are doing the exact thing we are 
supposed to be doing … making sales in an up market, and 
following the marketing plan. 
 
“We are always wrong when marketing grain.  Either we sold 
too much, or didn’t sell enough.”

Having a market plan is a form of security for our operation.  
It allows us to be proactive in our marketing strategy.  
Utilizing projected break evens in the plan gives us the 
power to know if we are profitable or not at the current 
market levels.  When the market is rallying and we are unsure 
whether or not to sell, go to the plan, and stick to it.  

History tells us:  follow the plan, scale into opportunities, and 
be thankful for the rally.  Do not be paralyzed by it.  

You do not have to be a “jack of all trades” on your 
operation.  Build a team of trusted people to help 
strengthen each aspect of our operations that we do not 
enjoy doing.  Do what we can to control the business risks of 
our operations.  We have to be successful in every aspect of 
our farm operations in this environment.   

Jake Kubela is a Farm Marketing Consultant with Hurley & 
Associates, based in our Wheaton, MN office.  He works 
primarily with producers in west central Minnesota and 
eastern North Dakota.  



corn, soybean and wheat producers. In addition, ethanol 
production, which was already struggling economically, will 
be curtailed even further by flooded facilities.  Many have 
been damaged while others are totally destroyed.  There 
are estimates that as many as 10 million bushels of corn for 
ethanol may be affected.   

We already have talk in Washington of a bailout for Ag 
producers for the loss of Chinese markets, which has spurred 
many other industries to begin to point out their economic 
damage from the current dispute, so far no mention has 
been made of any economic relief as a result of the cold, wet 
spring.  

John A Johnson has worked for Hurley & Associates since 
2007.  John is semi-retired now living the life of chasing his 
grandkids.  John is based in Sikeston, MO. 

In 1988, Ida Hurley founded Hurley & Associates Agri-
Marketing Centers of Charleston, Inc., the consulting 
arm of our business, and Hurley & Associates, Inc., the 
commodity brokerage arm.  Although Ida is now retired, 
her husband, Dennis, still works as CFO and Chairman of 
the Board of Directors.  Sons, Trent and David serve as 
CEO and President, respectively.  In 2019, the Hurley & 
Associates’ corporate office expanded their location to 
better accommodate the employees and the growth of the 
company.  Renovations and additional space were added 
to the original building and were completed April 1. 2019.  

The new building has allowed our corporate office to 
separate the building into different work groups.  On one 
side of the building, the corporate operations occur and 
the retail employees are located on the other side of the 
building.  We added on thirty-two hundred square feet 
to the existing building, which includes six new offices, 
a large conference room, file space, two restrooms, and 
a new kitchen/break area, along with new parking for 
the employees.  We also gutted 1,000 square feet of the 

original building, a vital change in the construction allowed 
for the Hedge Desk to have more room to work efficiently.   

Trent Hurley worked up the blue prints on which the 
construction workers were to refer for the expansion 
as well as the renovation.  Tanya Bledsoe, Corporate 
Office Manager, worked behind the scenes to make sure 
that things were completed on schedule.  Tanya was 
instrumental to the process of the expansion.  When 
additional work or information was needed, Tanya stepped 
in and got the job done.  Tanya also spearheaded the 
development of new furniture and orchestrated a seamless 
move into the new part of the building.  

Hurley & Associates consultants work closely with their 
communities to educate and promote agriculture in the 
United States.  We work in thirteen different states and 
have eighty associates providing crop marketing and risk 
management services.  Our Charleston, Missouri location 
serves as our company headquarters.  

China, Iran, Brexit 
and U.S. Weather
By John A Johnson
Continued from page 4

Expansion in Charleston, Missouri
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Basis Contracts -
The Easy Decision May 
Not Be The Best Decision
By Freddie Norman

First, let me be clear that this discussion refers to basis 
contracts used to continue ownership after delivery as 
opposed to setting a basis prior to harvest at historically 
high basis levels.  Most producers use the contracts to 
retain upside price participation if they do not have storage 
available.  In addition, they are used because they are the 
easiest market decision to make at the time.  

What I would like to discuss is how these contracts work and 
what the risk is and offer some alternatives.  

Several years ago, most grain facilities stopped offering 
storage to producers.  This allowed them to better manage 
their flow of grain.  After that, you could either sell your 
grain as it was delivered or you could set the basis at current 
levels and delay fixing the futures portion of the contract. 

Let’s look at what the buyer does when you deliver your 
grain.  

1. The buyer can sell that grain for domestic use or for 
export.

2. The buyer can store your grain, hedge it, hold for basis 
appreciation, sell it later, and lift his hedge.

Let’s take a look at how you are affected:

1. If the buyer sells your grain, he purchases that amount 
of futures contracts to cover his risk on your contracts.  
The buyer will pass along any gain or loss to you if the 
market rises or falls when you fix your futures price.  The 
buyer uses the proceeds from the sale of your grain 
to margin his futures position.  He may advance you a 
portion of your money, up to 70%.  He holds the balance 
of your money as a no interest loan until you call your 
price. If he advances you money, you may be liable for 
margin calls if the market falls below your equity level.  

2. The buyer may hold your grain for basis appreciation 
and sell it later.  If you have not fixed your futures 
price at that time the buyer will do the same process 

described in #1 with regard to 
replacing your grain with futures. 

3. Your desired futures level does not 
reach your intended goal and you must 
decide to price the basis only contract or 
roll to the next futures month which would 
weaken your basis in most cases.

Now let’s take a look at some alternatives.

1.  Use futures in your account.  The risk is the same!  
Rather than let someone else use your money, use 
it yourself.  If you have a basis contract on 100,000 
bu of corn @$4.00, you have $400,000 tied up owning 
something you can own in your futures account.  The 
swings in the market are the same; you just have to deal 
with it instead of the buyer. At 5% interest on $400,000 
the cost is approximately $1665.00 a month.  Pay off 
your loans and cut off interest charges.  

2. Sell your grain and buy calls.  I can hear you saying, “I 
never make money on calls”.  If your calls do not make 
money, the odds are you may have lost more on your 
basis contract because price went down.  Plus you may 
be saving enough in interest to pay for a portion of your 
call expense as well as knowing what your minimum 
price will be.  

My goal here is to assist you in making better marketing 
decisions.  Some of these ideas may cause you to operate 
out of your comfort zone a time or two, but from my 
marketing experience, there is far too much equity lost 
due to taking the easy option vs making a wiser business 
decision on these contracts.  

Freddie Norman has been an advisor to Hurley & Associates 
since 1988 and is based in Memphis, TN.
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contain trademarks, service marks and trade names of Hurley & Associates 
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crop conditions, and therefore, Hurley & Associates Agri-Marketing Centers of 
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strictly hypothetical and no representation is being made that any person will or is 
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Decisions based on information contained in this newsletter are the sole 
responsibility of the reader, and in exchange for receiving this information, the 
reader agrees to hold Hurley & Associates Agri-Marketing Centers of Charleston, 
Inc. and/or its affiliates harmless against any claims for damages arising from any 
decisions that the reader makes based on such information. The risk of loss in 
trading commodities can be substantial, therefore, carefully consider whether such 
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not indicative of future results, and there is no guarantee that your trading 
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