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Farm Machinery &  
Labor Sharing Manual

Tools to help you evaluate sharing machinery and 

labor as an option in your farming operation.

 Cooperative approaches can provide a viable alternative 
for producers to reduce risks and more effectively manage 
farm resources. Faced with a shortage of available skilled 
labor and rapidly rising equipment costs, some producers 
have found creative ways to share both labor and equipment 
in their operations. Sharing resources in farm operations can 
reduce overall machinery costs and increase labor efficiency. 
 This manual has been developed to create producer 
awareness about cooperative strategies for sharing resources 
and provide the tools for developing a tailored arrangement.
It discusses a number of important issues to consider 
when forming machinery and labor sharing arrangements, 
including:

•	 Benefits and drawbacks of sharing equipment and labor

•	 Different sharing structures

•	 Tax, liability, and farm payment eligibility issues 
associated with equipment and labor sharing

•	 Planning for sharing resources

Preface
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 This workbook also includes tools to help evaluate or 
create a sharing arrangement, including:

•	 Sample operating and organization agreements

•	 Joint machinery ownership agreements

•	 Choosing partners exercise

•	 Additional resources

 In addition, a number of cases studies of producers who 
have tried machinery and labor sharing arrangements are 
included. These case studies highlight the various types of 
arrangements, identify potential problems associated with 
sharing resources, and explain the strategies these groups 
used to resolve them. The case studies provide information 
on topics such as: 

•	 Legal and operating structures

•	 Governance and dispute resolution plans

•	 Planning daily operations including budgeting and 
recordkeeping techniques
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Similarity versus Complementarity

 One way to think about the types of characteristics 
you might seek in potential partners is to consider both 
similarities and complementarities. For some aspects of 
the farming operation you will want to find like-minded 
partners. For example, we have a natural tendency to 
associate with people who are “like” us. This can make 
communication among group members and group decision 
making easier, but assembling a group of “like” members 
may also result in overlapping skills and knowledge.
 Having partners that complement you and your operation 
may work to your advantage. If group members bring 
different skills, strengths, and interests to the group, “the 
total may be greater than the sum of the parts.” For example, 
if you dislike bookwork and numbers, finding a partner who 
enjoys recordkeeping could provide a real benefit.

Farm Characteristics

 A self-assessment can be a good place to start. Table 
1-1 provides some examples of farm characteristics, work 
habits, unique skills and personality traits that may be 
important to consider. Some basic issues include whether 
you or your partners need time to care for livestock, whether 

your farming practices and machinery types are compatible 
or could be made compatible, and whether your cropping 
patterns are similar.

Work Habits

 Work habits are another area for consideration. Do you 
like to start early, work long hours, keep a regular schedule? 
Do you have an off-farm job? Do you take time out to 
attend your children’s ball games or other activities? Do you 
prefer to fix machinery yourself, or hire someone else to do 
it? It will be important to come to an agreement with your 
partners about such issues. Keep in mind that in some cases, 
having different work habits could work to your advantage. 
For example, you may like to start work early during harvest 
and be done early. Your partner may prefer starting later, but 
is willing to work late into the evenings. Rather than seeing 
this as a conflict, you could implement shifts that keep the 
combine running more hours per day.

Personal Traits

 Finally, while we don’t often think about our personality 
traits as a farm management factor, they can play a big 
role in the success of group activities like equipment 

Choosing Partners

Choosing partners is a critical step in forming a successful equipment and/or labor sharing arrangement. It is 

important to find partners that you can trust, and with whom you can communicate and work with effectively. 

How will the characteristics of the farming operation, as well as the work habits, unique skills, and personality 

traits of potential partners mesh with your own?

Chapter 1

Operational Issues
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Chapter 1 – Operational Issues

sharing. Being somewhat flexible about issues like when 
crops are planted and harvested is certainly critical. Other 
personality traits, like openness to new ideas and willingness 
to take risks, can be important as well. As with both 
farm characteristics and work habits, finding partners to 
complement your strengths may work to your advantage. If 
you prefer to work alone, a sharing arrangement may not 
be for you. But if you prefer to work with others, a joint 
operation may make farming more rewarding and enjoyable.
 Which is more important – similarity or 
complementarity? Finding partners who are similar to 
you eases communication and helps to facilitate good 
personal relationships. Working with people who share your 
motives for farming could also be important. In contrast, 
complementarity can work to your advantage in other 
ways – having a variety of knowledge, skills, experience, 

equipment, and even land types could make all group 
members better off. 

Unique Skills

 Knowing what skills you bring to the table and which 
ones you lack will help you identify characteristics you 
would like to have in your partners. Do you have specific 
skills to contribute to a group? Are you good at repairs? Do 
you like to manage people? Do you enjoy marketing grain? 
Do you have an applicator's or commerical driver's license? 
Any of these skills could be useful to potential partners.

References:

Baron, R. and S. Shane, Entrepreneurship: A Process Perspective. 
Mason, OH: Thompson South-Western, 2004, page 109-113.
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Chapter 1 – Operational Issues

Table 1-1. What are you looking for?

Farm Characteristics Personal Traits

Grain only A planner

Livestock only Flexible on what land is planted first

Mixed grain and livestock Detail oriented

8 or 16 row equipment "Big picture" thinker

12 or 24 row equipment Problem solver

Have 30” rows Creative

Have narrow rows Understanding

Primarily “Heavy” soils Outgoing

Primarily “Light” soils Quiet

Outstanding shop facilities Independent

Have extra labor available Conservative

Have extra equipment capacity Takes calculated risks

Spouse is heavily involved in operation Peacemaker

Off farm obligations Optimistic

Land base is scattered Desires change

Land base is centralized Diplomatic

Accepts challenges

Enthusiastic

Quick learner

Work Habits Unique Skills

Early riser Mechanical repair

Night owl Recordkeeping

Work at a steady pace with breaks Accounting/Finance

Work until the job is done Marketing

Weekends off Fabrication

First to start  – first to finish Agronomy

Wait until conditions are "right" Animal science

Stop and fix it "right" Commercial Driver's License

Fix it quickly and keep going Commercial Applicator's License

Neatness counts People management
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 The key to successful joint ownership is for the partners 
to be able to agree on when and how to use each piece of 
equipment. Depending on weather and crop conditions, 
decisions may have to be made on a day-to-day basis. The 
objective is to complete field work for all partners in a timely 
manner while minimizing the time spent transporting 
machinery.
 All parties should have a written agreement explaining 
how the joint ownership will be dissolved in case of 
disagreement or termination of farming by one party. The 
agreement also should explain how to determine the value of 
the machinery at the time of dissolution.

Sharing Costs

 Costs of jointly owned machinery should be shared 
equitably. Many owners prefer to own machinery on a 50-50 
basis, and provide fuel and labor for use on their own acres. 
If each owner uses the machinery over approximately the 
same number of acres, this arrangement works well. Repair 
costs, financing payments, cash boot to trade, and income 
tax deductions also can be divided equally.

Unequal Use

 When one owner uses a machine over more acres than 
the other, however, different arrangements are needed. For 
example, Al and Chris, together, purchased a combine that 
will be used to harvest 1,000 acres for Al and 500 acres for 
Chris. Both will provide their own fuel and labor. The easiest 
arrangement is for Al to own two-thirds of the combine 
and Chris one-third. Al also would pay for two-thirds of the 
repairs and other costs.
 But what if the partners use the machine in a proportion 
different from their ownership share? One method is for 
both owners to contribute to a special machinery account 
(example 1-1). The amount contributed is equal to a typical 
custom rate multiplied by each person’s acres. If labor and 

fuel are furnished by each operator, use a rate equal to about 
70 to 80 percent of the custom rate. All machinery related 
expenses such as repairs, interest, and depreciation are paid 
from this account. Depreciation and interest should be paid 
to each owner in proportion to their original investment. 
Or, financing payments can be paid directly from the fund. 
At year’s end, any excess or deficit is carried over to the 
following year or refunded in proportion to each owner’s 
actual use.

Operational Issues for Informal Agreements

Many farmers have reduced their machinery costs by owning equipment jointly. This helps smaller operators 

utilize machinery more efficiently and still enjoy the convenience of owning a full line. It also helps younger 

operators get started with less capital tied up in machinery.

Example 1-1

1. Al and Chris jointly purchase a combine for $150,000, 
each paying half the cost. They agree to each 
contribute $28 per acre to a special combine account.

Al: $28/acre × 1,000 acres = $28,000

Chris: $28/acre × 500 acres = 14,000

$42,000

2. The following expenses are paid from the account.

Fuel and lubrication $7,200

Repairs and maintenance 4,500

Labor (hours/acre at $12)

300 hours paid to Al 3,600

150 hours paid to Chris 1,800

Depreciation, interest, insurance, and 
housing (16% of value of combine)

Paid to Al 12,000

Paid to Chris 12,000

$41,100

3. The excess funds can be carried over to the following 
year, or refunded in proportion to each partner’s use 
of the combine.

Income $42,000

Costs 41,100

Excess $900
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 Another common procedure is for the partner with the 
most acres to reimburse the other owner for the extra use. 
To calculate the amount of compensation, take one partner's 
ownership share times the total acres covered. Subtract 
it from the acres for which that partner actually used the 
machine. Then multiply the difference by the custom rate. 
As noted above, the custom rate should be reduced by 20 to 
30 percent if labor and fuel are furnished by each owner.
 In example 1-2, Al pays Chris $21 per acre (75 percent 
of a $28 custom rate) for each acre on which he uses the 
combine in excess of half the total. In this example, half of 
the 1,500 total acres is 750. Al’s acres exceed this by 250, 
so the total payment from Al to Chris would be $21 × 250 
acres, or $5,250.

Example 1-2

Al and Chris purchase a used combine jointly, each 
paying half of the purchase cost of $150,000.

The combine is used on 1,500 acres, 1,000 by Al and 500 
by Chris.

Both furnish their own fuel and labor, and repair costs 
are divided equally.

1. Assume that the remaining costs, excluding fuel and 
labor, are equal to 75 percent of the custom rate.

$28/acre × 75% = $21/acre

2. Al's ownership share is 50 percent. Half the total 
acres is 750. However, Al uses the combine on 250 
extra acres, beyond this.

1,000 acres – 750 acres = 250 acres

3. Al pays Chris $21 for each extra acre.

$21/acre × 250 acres = $5,250

 If Al had owned a 60 percent share of the combine, he 
would have paid Chris for only 100 extra acres.

 1,000 acres – (60% × 1,500 acres) = 100 acres

 If the jointly owned implement is not self-propelled and 
is pulled behind each operator’s own tractor, the rental value 
of the tractor also should be subtracted from the custom 
rate. Average custom rates and tractor rental charges can 
be found in surveys carried out by most state Extension 
services.

Example 1-3

Al and Chris also purchased a no-till soybean drill for 
$30,000, each paying half. Al used it on 400 acres, Chris 
on 200 acres. Each supplied the tractor to pull it, a driver, 
and fuel. They agreed on a custom rate charge of $15 per 
acre.

1. Multiply the custom rate by 75% to exclude fuel and 
labor.

$15/acre × 75% = $11.25/acre

2. They used a 175-horsepower tractor to pull the drill. If 
the average rental rate for tractors is $.20 per horse-
power-hour, the hourly charge is: 

175 hp × $.20 = $35.00 per hour

3. At the rate of 7 acres drilled per hour, the tractor 
charge per acre is:

$35.00 ÷ 7 acres per hour = $5.00 per acre

4. The charge for the use of the drill is: 

$11.25 – $5.00 = $6.25 per acre

5. Half the total acres (Al has 50 percent owernership) 
on which the drill was used is 300. Al used it on 100 
acres more than this, so he pays Chris $625.00. 

$6.25 × 100 acres = $625.00

Actual Costs

 In cases where some costs are divided differently than 
others, a complete list of actual costs and who paid them is 
needed.
 Again, assume that Al combines 1,000 acres and Chris 
500 acres, and they have equal ownership of the combine. 
They both supply their own fuel and labor, but Chris stores 
the combine and does all the repairs and maintenance 
(example 1-4). At the end of the year, all costs are totaled 
and redivided in proportion to the number of acres on which 
each one used the machine. In the example, the total cost 
of interest, depreciation, insurance, housing, and repairs 
amounts to $28,500 for the year, or $19.00 per acre. In order 
for the expenses to be divided in proportion to usage, that 
is, $19,000 for Al and $9,500 for Chris, Al must pay Chris 
$7,375.
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Example 1-4

Al and Chris purchase a used combine jointly, each paying half of the $150,000 cost. Al harvests 1,000 acres, 
Chris harvests 500 acres. They both provide labor and fuel for their own acres, but Chris stores the combine 
and performs or pays for all repairs.

Total Al Chris

1. Investment or current value of machine $150,000 $75,000 $75,000

2. * Annual interest charge at 5% 7,500 3,750 3,750

3. * Depreciation at 10% 15,000 7,500 7,500

4. Insurance at ½% 

 or $ _______ × _______ sq.ft.

750 375 375

5. Housing at ½% 

 or $ _______ × _______ sq.ft.

750 0 750

6. Fuel, lubrication (annual) 

 (zero if all parties furnishes their own fuel)

⎯ ⎯ ⎯

7. Repairs and maintenance (annual) 4,500 0 4,500

8. Labor (_______ hours at $_______) 

 (zero if all parties furnishes their own labor)

⎯ ⎯ ⎯

9. Total of costs not shared in proportion  

 to use (sum of lines 2 through 8)

$28,500 $11,625 $16,875

10. Annual use (acres, hours, etc.) 1,500 1,000 500

11. Cost per acre or hour (line 9 ÷ line 10) $19.00 ⎯ ⎯

12. Cost to each owner (line 10 × line 11) ⎯ $19,000 $9,500

13. ** Reimbursement (line 9 – line 12) 
 (Al pays Chris $7,375)

$–7,375 $+7,375

* Principal and interest payments can be substituted for depreciation and interest charges.
** The owner(s) for which line 13 is negative pays that amount to the owner(s) for which line 13 is positive.

An electronic spreadsheet version of this worksheet is available on the Ag Decision Maker web site  
(www.extension.iastate.edu/agdm) under Machinery.
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systems used, and the number of acres included. Don’t forget 
to allow additional time for transporting machinery.
 Second, take an inventory of the existing machinery. 
Decide if each piece fits into the overall plan. If it does, the 
current owner can sell it or lease it to the joint venture. If it 
does not fit, the owner must decide whether to dispose of it 
or keep it for personal use. The joint venture should not take 
on financial responsibility for unnecessary equipment just 
because one of the members already owns it. 
 A third party should be contracted to determine an 
appraised value for items acquired by the joint venture. 
Smaller items may be purchased for cash, while larger 
pieces may have to be purchased on an amortized payment 
schedule. Be aware that selling items to the joint venture 
or to a third party may trigger recapture of depreciation 
for income tax purposes. Also, be sure that machinery 
that is transferred is released from any existing financing 
agreements or mortgages.
 Third, decide how to acquire other needed equipment 
items. Choices include outright purchase, purchasing on an 
installment loan, leasing, or renting. Decisions regarding 
brand and dealer must also be made.
Finally, a fund for paying operating expenses must be 
established. Each member may be required to contribute an 
equal amount of capital, or a fixed value per acre of cropland.

Operations

 If each member uses the machinery only on his or her 
own acres, and provides all the labor for those acres, it 
is probably not necessary to keep a record of the hours 
contributed. However, one benefit of a joint venture is that 
two or more operators can work together, without regard to 
whose land it is, and complete operations more efficiently. 
If this is the case, each operator should keep track of the 
number of hours contributed. Having a logbook in each 
tractor, truck or self-propelled unit will make this easier. 

Operational Issues for Joint Ventures

The previous section describes several types of informal joint ownership arrangements and gives examples 

of how costs can be shared. However, some operators prefer to have a more formal ownership arrangement, 

especially when an entire line of machinery is shared. Such organizations increase the need for good record 

keeping and cooperation, but can reduce overall costs significantly as well as increase labor flexibility.

 A cooperative agreement can be set up, with ownership 
vested in a separate entity such as a limited liability 
company, partnership, or cooperative. More details about 
how to structure a formal joint venture will be discussed in 
Chapter 2. 
 Potential savings in joint ventures include:

•	 Greater annual use of large ticket machines

•	 More efficient use of labor during peak fieldwork times

•	 Fewer weather delays because fields are more spread out

•	 Opportunities to do custom work for other operators or 
landowners

•	 Greater use of individual operator skills and specialized 
labor

•	 More efficient use of repair and maintenance tools and 
facilities

•	 Volume discounts on purchases of inputs and supplies

 Some members of machinery joint ventures also cite the 
ability to own larger and more modern machinery as an 
advantage, although if this is carried too far, some of the cost 
savings may be negated. A recent study in Saskatchewan 
estimated that three medium sized grain farms (1,500 acres 
each) could combine their equipment and reduce their 
total machinery costs per acre from $44.66 to $28.75 under 
conventional seeding technology, and from $37.93 per acre 
to $25.36 per acre using direct seeding technology (Harris 
and Fulton, 2000a).

Getting started

 Setting up a formal machinery joint venture requires 
some careful thought and commitment. First, develop an 
accurate estimate of the types of machinery needed and the 
minimum capacity needed for each unit. This will depend 
on the crops to be grown, the type of tillage and harvesting 



11 Farm Machinery & Labor Sharing Manual

Chapter 1 – Operational Issues

The value of each person’s labor can be used to offset his/her 
share of the expenses later. Some activities such as spraying 
or repairing machinery may be given a higher value per hour 
than other activities. Don’t forget to include time spent on 
maintenance, record keeping, travel, and group meetings.
 A quick and efficient process for deciding which acres 
will be covered each day must be established. Some groups 
appoint a “field boss” on a rotating basis. Others try to move 
from farm to farm geographically, then reverse directions 
the next season or crop. Regardless of what system is used, 
it must be flexible enough to take into account different 
rainfall patterns, soil types, and crop maturities.

Cost Accounting

 All costs associated with the ownership and operation 
of the machinery line should be paid by the joint venture, 
if possible. One exception may be fuel. If all operators fill 
all fuel tanks from their own reserves when the machinery 
leaves their property, then fuel costs can be excluded. If 
members occasionally pay small expenses from their own 
pockets, they should submit the receipts for reimbursement.
 At the end of the year all costs should be summarized and 
divided by the total number of acres farmed. This includes 
lease and rental payments, installment contract payments, 
repairs and maintenance, legal fees, insurance, licenses, fuel 
(if not furnished), lubricants and other items. A depreciation 
charge may be established instead of purchase contract 
payments. A charge for the cost of machinery storage space 
contributed by members may also be built in, unless this 
contribution is nearly equal or relative to acres farmed.
 Each member is billed according to his/her acres, after 
deducting the value of labor contributed by that member. 
If there is significant variation in the crops grown or the 
number of trips over different members’ fields, then charges 
can be allocated by the total hours spent on each member’s 
land instead. However, this would require some added record 
keeping.
 If trucking of grain is carried out by the machinery joint 
venture, and not everyone’s grain is sold at the same site, 
then a separate account should be set up for transportation. 
A log should be kept for each trip, including the number 
of bushels, number of miles hauled, and the owner(s) of 
the grain. At the end of the year, or when all of the crops 
have been sold, a cost per bushel-mile can be calculated and 
billed to each member according to his/her own usage. If 
income is earned by hauling grain for nonmembers, it can be 

subtracted from the total costs before they are allocated.

Machinery Replacement

 One advantage often cited by participants in farm 
machinery joint ventures is the access to larger and more 
modern equipment than would be possible with individual 
ownership. Decisions must be made about how often to 
replace machinery and how to finance the transactions.
 If machinery is leased, the replacement cycle will 
match the term of the lease contract. Lease payments 
can be treated as an operating expense, and large capital 
expenditures are not necessary.
 When equipment is owned, user fees charged to the 
members of the joint ventures should be large enough to 
cover a realistic economic depreciation rate, say 10 to 15 
percent of the initial purchase price. These funds can be 
retained in the joint venture account until they are needed 
for replacement of equipment items.
 If machinery purchased by the joint venture has been 
financed through a company entity or a third party lender, 
the normal loan or contrat payments can take the place of 
the replacement fund. Equipment can be traded when loans 
are completely repaid, but a shorter or longer replacement 
cycle can also be used if the financer concurs.

Income Tax Treatment

 The exact handling of taxable income and expenses will 
depend on the type of legal entity selected. In general, 
though, the machinery joint venture will show income from 
the fees paid by the members for services, and deduct all 
the operating expenses, interest, and depreciation associated 
with the machinery owned. Any profits or losses will be 
passed on to the members’ tax returns. Before forming a 
machinery joint venture, members need to realize that they 
will not be able to deduct Section 179 expensing or other 
depreciation allowances on their own returns for equipment 
owned by the sharing entity. Moreover, they will probably 
have to recapture depreciation up to the value of any 
machinery that they sell to the joint venture or transfer as 
equity capital.

Concerns

 Some of the most common concerns expressed by 
members of machinery joint ventures include:

1. Need to schedule machinery use equitably when 
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timing is critical to planting and harvesting.

2. Lack of care by some members when using machinery, 
leading to excessive repairs and depreciation.

3. Lack of flexibility in tillage, planting and harvesting 
systems when everyone is using the same set of 
machinery.

4. Need to clean machinery between farms, to avoid 
commingling different types of grain or to prevent 
transporting weed seeds and insects. Removing trash 
and cans from the cab after each person uses a tractor 
or harvestor is also important.

5. Need to have seed and chemicals available when 
fieldwork is to be done on each farm.

6. Inability to use equity in the line of machinery as 
collateral for personal operating notes or other loans.

7. Need to agree on a machinery replacement cycle.

8. Need to agree on how members can enter or exit the 
joint venture.

 Nevertheless, trust and good communication among 
members can usually overcome these potential problems.

Summary 

 Joint ownership of farm machinery offers medium 
and small operators a chance to reduce costs per acre and 
increase labor efficiency. However, some flexibility and 
independence may be sacrificed. Joint ownership may be an 
informal agreement between two persons or a formal legal 
entity with a larger membership.
 However, if machinery is jointly owned, good records of 
ownership shares, costs paid, and all other facts are necessary 
for business and tax purposes. All parties should have a 
written agreement that explains how the machinery was 
acquired, and how the joint ownership will be dissolved 
in case of termination. The agreement also should explain 
how to determine the value of the machinery at the time of 
dissolution. 
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1-9 shows the other related expenses incurred by the joint 
venture during the year. This information was recorded in 
a separate location, and the totals were transferred to the 
worksheet at the end of the year. 
 Table 1-10 shows the total hours of labor contributed 
by each member. Totals were compiled from the labor log 
sheets. Field labor hours were valued at $10 each, and time 
spent performing repairs was valued at $15 per hour. In 
total, the members contributed $52,045 worth of labor to 
the joint venture.
 Table 1-11 summarizes the total crop acres that each 
member had that year, 3,294. The total of all the annual 
payments to members, dealers and lease companies, plus the 
other expenses and the value of labor contributed, came to 
$200,018.11, or $60.72 per acre. Multiplying each member’s 
acres by $60.72 gives the total that each member owes the 
joint venture for services provided. Next the total payment 
owed to each member for the value of equipment items sold 
to the joint venture (Table 1-6) is subtracted, and the value 
of the labor contributed by each member (Table 1-10) is 
subtracted. The remainder is the net amount each member 
needs to pay the joint venture that year. 
 This worksheet can be modified or expanded to show 
additional information, but the example illustrates a basic 
procedure for recording and calculating each member’s 
contributions and obligations. 

Worksheet: Joint Venture

The Joint Venture Worksheet shows how to organize a record of the initial capital contributions made by 

members of a machinery joint venture, and how to calculate the annual payment each member will make to the 

joint venture for its services.

 The example on the following page shows a sample set 
of values for four farmers, P.J., Roger, Kim and Ole, who 
formed a machinery cooperative. Table 1-5 shows all of the 
equipment items contributed by each member when the 
joint venture was formed. In the example, 8 separate items 
were contributed. The table shows the agreed on initial value 
of each item and the name of the member who contributed 
it. In this example the members agreed that ten percent of 
the value of each item would be considered to be an initial 
contribution of equity capital, and they would be paid for 
the remaining 90 percent. Further, the members decided 
that the joint venture needed to have an initial capital fund 
of $50,000, or $12,500 from each member. The next to last 
line of Table 1-5 shows how much cash each member had 
to contribute, after receiving credit for the machinery equity 
contributed. 
 Table 1-6 shows the annual payments that will be made 
to each member for the equipment items they sold to the 
joint venture. They decided to pay each member 90 percent 
of the value of each item, amortized over 5 equal annual 
payments at 7 percent annual interest. The payments to 
members total $18,010.11 each year.
 Table 1-7 shows the equipment items purchased on 
contract from machinery dealers, and the annual payment 
for each one. Table 1-8 shows the items that the joint 
venture leased, and the annual payment for each one. Table 
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Joint Venture Worksheet - Example

Initial Capital Contributions from Members

Table 1-5. Purchases from Members Percent

Equity Contributed 10%

Equipment Item Initial Value Seller P.J. Roger Kim Ole

Disk $12,500.00 Roger $ — $1,250.00 $ — $ —

Field cultivator 15,350.00 P.J. 1,535.00 —  —  —

Sprayer 5,000.00 Ole  —  —  — 500.00

Rotary hoe 3,000.00 Ole  —  —  — 300.00

V-ripper 11,600.00 Kim  —  — 1,160.00  —

2 grain wagons 14,000.00 Roger  — 1,400.00  —  —

2 augers 5,000.00 Kim  —  — 500.00  —

Grain truck 15,600.00 P.J. 1,560.00  —  —  —

Equipment equity contributed $8,205.00 $3,095.00 $2,650.00 $1,660.00 $800.00

Cash contributed 41,795.00 9,405.00 9,850.00 10,840.00 11,700.00

Total equity contributed $50,000.00 $12,500.00 $12,500.00 $12,500.00 $12,500.00

Annual Payments and Operating Expenses

Table 1-6. Purchases from Members 5 years

Remainder
Owed

7% Annual Payment

Payment P.J. Roger Kim Ole

Disk $11,250.00 $2,743.77 $ — $2,743.77 $ — $ —

Field Cultivator 13,815 .00 3,369.35 3,369.35  —  —  —

Sprayer 4,500.00 1,097.51  —  —  — 1,097.51

Rotary hoe 2,700.00 658.50  —  —  — 658.50

V-ripper 10,440.00 2,546.22  —  — 2,546.22  —

2 grain wagons 12,600.00 3,073.02  — 3,073.02  —  —

2 augers 4,500.00 1,097.51  —  — 1,097.51  —

Grain truck 14,040.00 3,424.23 3,3424.23  —  —  —

Total $73,845.00 $18,010.11 $6,793.58 $5,816.79 $3,643.73 $1,756.01

Table 1-7. Purchases from Dealers Table 1-8. Leased Items Table 1-9. Other Expenses

Initial Cost Annual Payment Annual Payment Annual Cost

Tractor $35,678.00 $7,300.00 Tractor $24,589.00 Insurance $2,750.00

Grain cart 21,600.00 5,233.00 Tractor $17,654.00 Licenses 1,123.00

Chisel plow 18,700.00 4,467.00 Combine $41,871.00 Parts & repairs 11,267.00

Fuel cart 5,677.00 1,566.00 Grain Truck $8,766.00 Lubricants 432.00

Cultivator 12,398.00 2,578.00 Total $92,880.00 Fuel contributed

Total $94,053.00 $21,144.00 Miscellaneous 367.00

Total $15,939.00
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Table 1-10. Labor Contributions

Total P.J. Roger Kim Ole

Labor hours at: $10.00 4,546 1,128 962 869 1,587

Labor hours at: $15.00 439 127 312

Labor value contributed $52,045.00 $11,280.00 $11,525.00 $8,690.00 $20,550.00

Table 1-11: Summary

Total P.J. Roger Kim Ole

Total crop acres 3,294 809 734 623 1,128

Total cost per acre $60.72

Total payments and labor $200,018.11 $49,124.06 $44,569.91 $37,829.78 $68,494.36

Less purchase payments to members $18,010.11 $6,793.58 $5,816.79 $3,643.73 $1,756.01

Less value of labor contributed $52,045.00 $11,280.00 $11,525.00 $8,690.00 $20,550.00

Net payable to joint venture $129,963.00 $31,050.48 $27,228.12 $25,496.05 $46,188.35
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Worksheet: Joint Venture

Initial Capital Contributions from Members

Table 1-5. Purchases from Members Percent

Equity Contributed  %

Equipment Item Initial Value Seller

$ $ $ $ $

$ $ $ $ $

$ $ $ $ $

$ $ $ $ $

$ $ $ $ $

$ $ $ $ $

$ $ $ $ $

$ $ $ $ $

Equipment equity contributed $ $ $ $ $

Cash contributed $ $ $ $ $

Total equity contributed $ $ $ $ $

Annual Payments and Operating Expenses

Table 1-6. Purchases from Members years

Remainder 
Owed

 % Annual Payment

Payment

$ $ $ $ $ $

$ $ $ $ $ $

$ $ $ $ $ $

$ $ $ $ $ $

$ $ $ $ $ $

$ $ $ $ $ $

$ $ $ $ $ $

$ $ $ $ $ $

Total $ $ $ $ $ $

Table 1-7. Purchases from Dealers Table 1-8. Leased Items Table 1-9. Other Expenses

Initial Cost Annual Payment Annual Payment Annual Cost

$ $ $ Insurance $

$ $ $ Licenses $

$ $ $ Parts & Repairs $

$ $ $ Lubricants $

$ $ Total $ Fuel $

Total $ $ Miscellaneous $

Total
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Table 1-10. Labor Contributions

Total

Labor hours at: $

Labor hours at: $

Labor value contributed $ $ $ $ $

Table 1-11: Summary

Total

Total crop acres

Total cost per acre $

Total payments and labor $ $ $ $ $

Less purchase payments to members $ $ $ $ $

Less value of labor contributed $ $ $ $ $

Net payable to joint venture $ $ $ $ $

An electronic spreadsheet version of this worksheet is available on the Ag Decision Maker web site  
(www.extension.iastate.edu/agdm) under Machinery.
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 Machinery and labor sharing costs can be grouped 
into formation costs and operational costs. Some of the 
formation costs include the time and effort needed to 
identify partners, prepare an operating agreement, create a 
legal structure if necessary, and explain the arrangement to 
individuals or other businesses that interact with the sharing 
group1. There are also ongoing operating costs to a sharing 
arrangement, which include the extra time needed for 
planning and coordination between participants, additional 
record keeping costs, periodic review and update of the 
operating agreement, and possible increased tax preparation 
and reporting costs.
 The main objective of a machinery and labor sharing 
arrangement is to create the greatest possible net benefit 
from cooperation. This section will discuss two key elements 
to an arrangement which can impact the overall cost of 
the arrangement and the potential risk exposure for the 
participants: the choice of organizational structure and the 
development of an operating agreement.
 Before deciding on the nature of the operating agreement 
and alternative organizational structures, it is important 

to establish the short term and long term goals for the 
sharing arrangement. Is the goal to share a single piece of 
equipment or are multiple machines going to be included in 
the arrangement? Will the group members share labor and 
work together as part of the arrangement, or will each party 
work independently? Will the participants purchase inputs 
jointly to capture quantity discounts or economies of scale? 
Will the participants sell production as a group to capture 
premiums or economies of scale? The answers to these 
questions will help determine the organizational structure 
that is best suited to meet the needs of the group.

Alternative Sharing Structures

 There are four general structures used for sharing 
machinery and labor. This section will briefly outline 
and discuss each of these structures. For simplicity, the 
examples used to describe each structure will assume that 
two individuals, Party A and Party B, are entering into 
a machinery and labor sharing agreement for a single 
machine. Each general structure can be extended to include 
more than two individuals and/or multiple machines.

Chapter 2

Organizational Issues

Alternative Organizational Structures  
and the Operating Agreement

There are some benefits to forming machinery and labor sharing arrangements, including reduced machinery 

costs per acre or per hour, improved reliability and access to new technology, increased machine efficiency from 

sharing labor, access to specialized skills, and price advantages from volume purchases or sales. However, there 

are also costs associated with forming and maintaining a sharing arrangement. 

1 These could include machinery dealers, lenders, landlords, the Farm Service Agency, and the Internal Revenue Service.
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Figure 2-1. Custom Hire Agreement

Payment

Use

Party 
A

Party 
B

Machinery

Ownership

Single Owner with Custom Hire Agreement

 The simplest machinery sharing arrangement is to share 
a machine on a ‘custom hire’ basis. Under this structure, 
Party A would purchase the machine and charge Party 
B to use the machine on a per acre or per hour basis. The 
custom hire charges could include or exclude operator labor 
and fuel. Repair and maintenance costs would normally be 
included in the custom rate paid by Party B. In addition, 
Party A would typically be responsible for providing 
housing, insurance, paying any property taxes, and financing 
the purchase. The custom hire income would be used to 
offset depreciation and would provide the cash flow needed 
for principal and interest payments on machine debt. The 
agreement could be made for one season, a single year, or 
multiple years.  
 For income tax purposes, Party B would be allowed to 
deduct the custom hire charges, as well as any fuel, repairs 
and/or hired labor expenses not included in the custom hire 
payment. Party A would be able to claim the appropriate 

fuel, repairs, and insurance expenses, as well as the entire 
allowable depreciation expense. The custom hire payments 
would be included as part of farm income for Party A.

Joint Lease

 In this structure, Party A and Party B jointly lease a 
machine from a machinery dealer or leasing agency. Each 
party is responsible for his/her negotiated share of the 
annual lease payment. Each party would also be responsible 
for his/her respective share of the operating expenses, like 
fuel, repairs, insurance, and property taxes. Payments to third 
parties, like lease payments and repair costs, could be made 
individually or from a joint account created specifically for 
paying shared expenses. Once again, shared expenses could 
be internally allocated between the parties based upon acres 
or hours of use, depending upon which is most appropriate.

Figure 2-2. Joint Lease

Machinery

Party 
A

Party 
B

Lease 
Payment

Lease 
Payment

Operating Costs

Use

 Each party is allowed to deduct his/her respective share 
of the lease payment and operating costs as an expense 
for income tax reporting. One of the main advantages of a 
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joint lease is that it is relatively simple to end the sharing 
arrangement if necessary. The parties could simply wait until 
the lease expires and chose not to renew the arrangement. 
There is no need to determine a salvage value for the 
machine, which would be required in the joint ownership 
structures. The parties could also end the sharing agreement 
before the lease expires, but would be responsible for any 
early termination fees.

 Joint Ownership as Individual Persons

 In a joint ownership structure, both Party A and Party B 
share title to the machine. The joint ownership could be as 
tenants in common or in joint tenancy. Operating expenses 
could be shared based upon acres or hours of use and could 
be paid individually or from a shared expense account, as 
described above.

Figure 2-3. Joint Ownership

Machinery
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A
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B

Ownership 
Costs 

Ownership 
Costs

Operating Costs

Use

 Financing the purchase of a jointly owned machine 
requires greater coordination between the parties and their 
respective lenders, as compared to a joint lease agreement. 
If the parties use the same lender for the purchase, the 
lender will prepare a joint loan agreement and typically 
require a cross collateralization agreement. The joint loan 
agreement assures the lender that if either Party A or 
Party B do not fulfill their payment obligations, the other 
party can be held responsible for the loan obligations. 
The cross collateralization agreement allows the lender 
to use additional farm assets from each party as extra 
collateral for the machine loan. If the machinery sharing 
parties use different lenders, the process becomes more 
complex. Each lender will need to clearly understand the 
sharing arrangement, closely coordinate and recognize 

the loan agreements at the other lending agency, as well 
as acknowledge any cross collateralization agreement 
across the lenders. For federal income tax purposes, each 
party is allowed to claim his/her respective portion of the 
depreciation expense and deduct their proportional share of 
the operating expenses.

Machinery Owned by a Separate Business Entity

 An alternative to jointly owning a machine as individuals 
is to create a separate business entity which owns the 
machine. This separate entity is, in turn, owned by the 
parties involved in the sharing arrangement. Choices for the 
business entity include:

•	 General Partnership

•	 Limited Partnersip (LP)

•	 Limited Liability Partnership (LLP)

•	 Limited Liability Company (LLC)

•	 S Corporation

•	 C Corporation

•	 Coopeative

 The LLC and Cooperative forms are the most widely 
used for machinery/labor joint ventures and are familiar to 
most producers.

Figure 2-4. Separate Business Entity 
 Operating costs paid individually
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 A separate entity has two main advantages over jointly 
owning a machine as individuals. First, creating a separate 
entity may make it easier to obtain credit. The business 
entity maintains title to the machine and is responsible for 
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the loan obligations, which simplifies the loan application 
process. The individual parties are responsible for providing 
the business entity with the funds necessary to establish the 
required equity base, make principle and interest payments, 
and pay any shared operating expenses. The individual 
parties may be asked to provide additional farm assets as 
supporting collateral for the business entity. The second 
main advantage for using a separate business entity is to 
provide an additional layer of liability protection between 
the individuals involved in the sharing arrangement. 
 Machine operating expenses, like fuel, repairs, insurance, 
and property taxes, could either be paid directly by the 
business entity or paid individually by the parties. Once 
again, if the business entity is responsible for paying 
operating expenses, the individuals owning the entity are 
responsible for providing the funds necessary to pay the 
operating expenses. This could be done by direct infusions of 
capital or by the entity charging the parties a custom hire fee 
for each acre or hour of use.
 There are also additional costs associated with forming 
and maintaining a separate business entity for sharing 
machinery. First, there are legal and filing fees required for 
creating a new business entity. In addition, business entities 
are required to file a federal income tax return with the 
Internal Revenue Service, which may require additional 
tax preparation fees. The specific income tax liability and 
payment of income taxes will depend upon the type of 
business entity chosen. In some cases, the business entity 
is responsible for paying the income tax liability directly. 
In other cases, the business entity reports the income and 
expenses, but passes the tax liability on net income through 
to the owners of the entity.

Figure 2-5. Separate Business Entity 
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 Table 2-1 provides an overview of key characteristics of 
alternative business structures. This table is intended to be 
a general guide for comparing alternative organizational 
structures. Each party’s attorney and tax specialist should be 
consulted to determine which organizational structure best 
fits your situation and goals.

CUMAs

 Farm machinery joint ventures have been common in 
France and Quebec for many decades. They are known 
as “Cooperatives for the Utilization of Agricultural 
Machinery,” or CUMAs. At least 50 CUMAs existed 
in Quebec in the year 2000, with more than a thousand 
members. While they are similar to the machinery joint 
ventures described so far in this module, they have some 
important differences, too.
 First, they tend to include more, but smaller, farming 
operations. This is typical of the small-scale livestock and 
forage farms that are common in eastern Canada. Second, 
members can join “activity branches.” Membership in an 
activity branch entitles an operator to the use of a particular 
machine rather than an entire line of equipment. Each 
member must commit to a membership period of three 
to five years, which matches the term of the installment 
contract under which the machine is being purchased. Each 
member also contributes an equal share of equity capital 
to finance the down payment. Membership fees cover the 
financing payments and operating costs, and are assessed in 
proportion to each member’s usage of the machine.
 CUMAs are organized according to traditional 
cooperative principles. Some CUMAs have extended 
the sharing concept to supplying fill-in laborers when a 
member must be away from home. For more information 
on CUMAs in Quebec and Ontario, see Harris and Fulton 
(2000a).

The Operating Agreement

 Regardless of the organizational structure chosen, it is 
important to take time to design and periodically review the 
operating agreement for the machinery and labor sharing 
arrangement. An operating agreement is a written summary 
of the key rights and responsibilities of each party in the 
arrangement. There are four very general categories of issues 
that should be addressed within an operating agreement: 
1) operational issues, 2) division of benefits and costs, 3) 
financing issues, and 4) strategic issues. These categories 
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are not intended to provide a comprehensive list of issues 
or topics, but rather to introduce important issues which 
can impact the effectiveness and efficiency of a sharing 
arrangement.

Operational Issues

 This category outlines how the sharing arrangement will 
function on a day-to-day basis. It discusses what machinery 
and labor will be shared, how farm operations will be 
sequenced, the general expectations for machine service 
and maintenance, a time line for replacing machinery, 
the individual versus shared decision rights of the parties, 
the role spouses and employees may play in the sharing 
arrangement, and how possible disputes can be resolved.

Division of Benefits and Costs

 This category outlines how benefits and costs will be 
distributed between the parties. This section identifies what 
records will be kept and who is responsible for keeping 
them, who has access to the records, how expenses will be 
paid, who is responsible for paying the expenses when due, 
how internal transfers of income and expenses will be made, 
and the appropriate insurance coverage for the machinery, 
employees, and partners.

Financing Issues

 Financing issues include which lender or lenders will be 
used to finance machinery purchases and shared operating 
expenses, how and when financial information will be shared 
between parties within the arrangement, how and when 
financial information will be shared with lenders or input 
suppliers, how much capital will be required from each 
party to begin the sharing arrangement, what machinery 
replacement cycle will be used, whether personal guarantees 

for loans will be required, and how and when new capital 
contributions will be made.

Strategic Issues

 The strategic issues focus on changes to the sharing 
arrangement which can have longer term impacts on its 
benefits and costs. These can include the process used to 
add or remove partners, how to transfer ownership between 
partners, how increases or decreases in land base will be 
handled, how the arrangement will be dissolved, and how to 
address the death or retirement of a partner.
 The entity will also need to develop a long-term 
replacement strategy. Surplus cash after operating expenses 
and financing payments are paid can either be returned to 
members, retained for finacning future purchases, or some 
combination of both.
 The operating agreement can range from a formal 
contract prepared by an attorney to a less formal set of 
procedures agreed upon by all of the parties. The primary 
goal is to develop some form of written statement, which 
is signed by all parties, and describes how the sharing 
arrangement is structured and what the responsibilities of 
each party are.
 Preparing an operating agreement provides an 
opportunity for the parties to discuss the main elements of 
a sharing arrangement and agree on a set of expectations 
about how the arrangement should function. Creating an 
operating agreement is a good way for potential partners 
to determine if they are compatible, especially during the 
early stages of establishing an arrangement. A well designed 
operating agreement can prevent disputes or disagreements 
from occurring in the future, and can be a good reference for 
resolving disputes or disagreements between parties if they 
do occur.
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 A basic sample operating agreement for any business type 
includes language about the parties involved, management 
of the business, member voting procedures and rights, and 
dissolution. While there are many templates for operating 
agreements available, it is important that you take the time 
to tailor the agreement for your specific needs. In addition, 
you should seek the advice of your legal counsel before 
signing the agreement. Other areas that you might want to 
discuss with potential partners and legal consultants include:

•	 Business organization 
What type of business and legal structure is most 
suitable for the business venture you are looking at and 
how might this need change over time?

•	 Capital contributions 
How much is each member expected to contribute 
initially? Will only cash be acceptable, or will you accept 
equipment contributions? How will contributions be 
valued? When and how often will contributions be 
expected? What will be the timing of payments? Is 
there the possibility of additional calls for capital?

•	 Land holdings 
How will unequal land holdings be dealt with? Will 
you charge an hourly or per acre rate for machinery 
use to compensate for differences in use? Will the 
differences in ownership equity be adjusted? What 
provisions will be made for renting or buying new acres 
that will be farmed by the group? Can land be subleased 
to the group’s farming entity? How will the rate be 
determined? 

•	 Profits and losses 
Is the company designed to make money, and if it is, 
how and when will the funds be withdrawn? Tied 
together with the allocations of profits is the allocation 
of losses. How will the company deal with losses? 

Does it have the right to require that more equity 
be contributed by the members? What happens if a 
member fails to send the money?

•	 Rights to file suit 
Do you want to limit the legal rights of members such 
as requiring them to go through arbitration before 
filing suit? Do you want to restrict them to “binding 
arbitration?”

•	 Transfer of membership interest 
Can I sell my shares to anybody? Does the company 
have any special rights to buy back? At what price? Are 
there provisions to dissolve the company, provisions for 
retirements, death or insolvency of a partner? How soon 
will capital refunds be paid?

•	 Spouses 
What are the expectations for spouses? Do they need 
to sign loan documents? Are they legally bound to the 
terms of the agreement? Are they required to sign so 
they have full knowledge of the terms?

•	 Termination and dissolution 
Is there a specific life of the company? If the members 
decide to liquidate the company, what are the steps 
necessary and how would it be handled?

•	 Personnel
Are you going to hire anyone to work for the company? 
Who is responsible for recordkeeping, machinery 
repairs, etc.? Is there a business manager? How will the 
manager be compensated?

•	 Insurance 
What insurance does the company need (i.e., Board 
of Managers, individuals) and how will these costs be 
allocated?

Details to Include in an Operating Agreement for  
Machinery and Labor Sharing

It is a good idea to have an operating agreement that spells out as many details of your sharing arrangement as 

possible. This will help you discuss important issues upfront and provide a basis for resolving potential conflicts 

that might arise in the future.
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•	 Recordkeeping 
How will accounting records be handled and by whom? 
Who has access to records? How often will reports be 
issued?

•	 Meetings and communication 
How often will you have formal meetings? What 
business can be done at informal meetings? What is 
the standard procedure for communication? How are 
“emergency” decisions made?

•	 Financing 
Who is authorized to make financial commitments? 
Where will banking occur? Who will handle the 
finances? What kind of reports will be generated and 
how often? Who has access to the books?

•	 Replacement of equipment 
Is there a plan on how and when the decision to 
replace equipment will be made? How will the costs be 
allocated?

•	 Use of equipment outside the system 
What if a member wants to use a piece of equipment 
for outside custom or contract work? Is it allowed, and 
if it is, what is the fee?

•	 Day to day issues 
How will repairs and repair costs be handled? What 
about servicing, storing, transporting and scheduling of 
equipment and operations? Who decides?
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Worksheet: Operating Agreement Provisions

Where will the machinery and equipment be stored (long-term)? _______________________________________

___________________________________________________________________________________________  

Will compensation be paid for storing machinery? ______________ If so, describe how it will be determined:

___________________________________________________________________________________________

How will fuel be supplied for tractors and self-propelled equipment? Check one.

____ Each operator will supply fuel for his/her acres

____ Fuel will be supplied from a common location, at _______________________________________________

____ Other arrangements (describe) _____________________________________________________________

Who will be responsible for performing repairs and maintenance? Check one or more.

____ Designated owner(s): _____________________________________________________________________

____ A third party: ___________________________________________________________________________

____ Other arrangements (describe) _____________________________________________________________

How will each owner or lessee contribute to the operating costs of the property? Check one.

____ In the same proportion as ownership. Usage by each owner/lessee will be approximately equal to the 

 percent of ownership/leasing. If the number of acres farmed changes significantly, this agreement will be 

 reviewed.

____ Operating costs will be paid from a designated account. At the end of the year each owner/lessee will pay a

 percent of the total costs based on his/her usage for the year. Costs to be paid from this account are 

 (check those that apply):

  _____ fuel

  _____ repairs and maintenance

  _____ labor

  _____ insurance

  _____ financing payments

  _____ lease payments

  _____ other costs
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____ Each owner or lessee will contribute a fixed amount per acre or hour of use toward operating costs,

 based on  _______% of the current custom rate. 

 Custom rate value will be taken from _________________________________________________________

____ Each owner or lessee will reimburse the others for costs not shared in proportion to use,

 using the Joint Machinery Ownership Worksheet on page 29.

Who will be responsible for insuring the jointly owned or leased property? Check one.

____ Each owner or lessee will insure his/her own share of the property.

____ Other arrangements (describe) _____________________________________________________________

Who will have the responsibility for paying joint expenses and other obligations? _________________________

___________________________________________________________________________________________

How will labor for operating the property be contributed?

____ Each owner will operate or supply labor for operating the machinery on his/her own land.

____ Labor will be contributed jointly to operate shared machinery on each party’s land as needed. 

____ Labor will be contributed jointly to perform the following tasks: ____________________________________

___________________________________________________________________________________________

If extra labor contributed is to be compensated, how will its value be determined? __________________________

___________________________________________________________________________________________

The general goal or strategy for replacing machinery will be as follows: ________________________________

___________________________________________________________________________________________

___________________________________________________________________________________________

The following records of the use of joint machinery and/or labor contribution will be kept: __________________

___________________________________________________________________________________________

___________________________________________________________________________________________

Responsibility for keeping the above records will be assumed as follows: _______________________________

___________________________________________________________________________________________

___________________________________________________________________________________________
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Will use of the owned machinery for performing custom hired work for parties not included in this agreement be 

allowed? Check one.

____ No outside custom work will be performed with the property. 

____ Outside custom work may be performed as follows: _____________________________________________

___________________________________________________________________________________________

___________________________________________________________________________________________

An owner who wishes to withdraw from this agreement shall give  _________________________  (time period) 

advance notice to the others.

In the event of withdrawal of an owner, liquidation of his/her share of ownership will be carried out as follows:

___________________________________________________________________________________________

___________________________________________________________________________________________

Signatures

Owner 1:  _____________________________   ___________________________________   _______________

 Name Signature Date

Owner 2:  _____________________________   ___________________________________   _______________

 Name Signature Date

Owner 3:  _____________________________   ___________________________________   _______________

 Name Signature Date

Owner 4:  _____________________________   ___________________________________   _______________

 Name Signature Date
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ARTICLES OF ORGANIZATION
OF 

ACME MACHINERY, L.L.C.

TO THE SECRETARY OF STATE
OF THE STATE OF IOWA:

Pursuant to Section 301 of the Iowa Limited Liability Company Act, the undersigned adopts the following articles of 
organization for the company:

ARTICLE I

The name of the limited liability company is ACME MACHINERY, L.L.C.

ARTICLE II

The address of the initial registered office of the limited liability company is 4020 John Deere Road, Waterloo, Iowa. The 
initial registered agent is Johnny Twocylinder.

ARTICLE III

The address of the principal office of the limited liability company is 4020 John Deere Road, Waterloo, Iowa.

ARTICLE IV

The limited liability company’s existence shall commence after the acceptance of these Articles of Organization by the 
Secretary of State of Iowa for filing in accordance with the Iowa Limited Liability Act and shall continue perpetually, unless 
sooner dissolved pursuant to the terms of its operating agreement, or as otherwise provided for by law.

ARTICLE V

The purpose of the Company shall to be to engage in any legal and lawful business and to engage in all other such activities as 
necessary, customary, or authorized to conduct.

Sample Articles of Organization and Operating Agreement

Following are an example of articles of incorporation for a machinery sharing entity and an example of an 

operating agreement for the same entity. These examples are for discussion purposes only. Before signing any 

legal document you should seek the advice of your own legal counsel. 
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ARTICLE VI

The management of the Company shall be vested in its members in the manner described in the Operating Agreement of 
the Company. No member shall be an agent of the Company unless expressly authorized in the Operating Agreement. No 
member’s or any other person’s act shall bind the Company except as expressly authorized by the Operating Agreement of the 
Company.

ARTICLE VII

The business of the Company shall be governed by managers elected by the members as described in the Companies 
operating agreement.

ARTICLE VIII

A manager of the company SHALL NOT BE PERSONALLY LIABLE to the Company or its members for monetary 
damages for a breach of fiduciary duty as a manager, except that this Article does not eliminate the liability of a manager 
to the extent the manager is found liable for any of the following: (1) breach of the manager’s duty of loyalty, (2) an act or 
omission not in good faith or an act or omission that involves intentional misconduct or a knowing violation of the law on 
the part of the manager, or (3) a transaction from which the manager derives an improper personal benefit or a wrongful 
distribution in violation of the Iowa Code. In addition, a manager shall not be liable to the fullest extent allowed by any 
provision of the statues of Iowa currently allowed or hereafter enacted that further limits or eliminates the liability of a 
manager. 

These Articles of Organization have been duly executed on September 15, 2008, by the undersigned.

________________________________________________

Johnny Twocylinder, Organizer



34Farm Machinery & Labor Sharing Manual

Chapter 2 – Organizational Issues

OPERATING AGREEMENT
OF 

ACME MACHINERY, L.L.C.

This is for discussion purposes only.  
Before signing any legal document you should seek the advice of your own legal counsel.
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Chapter 1

The name of the limited liability company is ACME MACHINERY, L.L.C.

Chapter 2

The address of the initial registered office of the limited liability company is 4020 John Deere Road, Waterloo, Iowa. The 
initial registered agent is Johnny Twocylinder.

Chapter 3

The address of the principal office of the limited liability company is 4020 John Deere Road, Waterloo, Iowa.

Chapter 4

The limited liability company’s existence shall commence after the acceptance of these Articles of Organization by the 
Secretary of State of Iowa for filing in accordance with the Iowa Limited Liability Act and shall continue perpetually, unless 
sooner dissolved pursuant to the terms of its operating agreement, or as otherwise provided for by law.

Chapter 5

The purpose of the Company shall to be to engage in any legal and lawful business and to engage in all other such activities as 
necessary, customary, or authorized to conduct.

Chapter 6

The Management of the Company shall be vested in Managers elected by the Members. No Member shall be an agent of 
the Company unless expressly authorized in the Operating Agreement. No Member’s or any other person’s act shall bind the 
Company except as expressly authorized by the Operating Agreement of the Company

Chapter 7

The founding Members of the organization are:

Johnny Twocylinder
4020 John Deere Road
Waterloo, Iowa

Red McCormick
222 Harvest Road
Waterloo, IA

Silver King
55 Speedway
Waterloo, Iowa
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Chapter 8

The Managers of the company shall be elected at the first annual meeting to be held on October 1, 2007 or as such date as 
agreed to by the Members upon organization of the Company. In the organizational phase the three Members listed below 
shall serve as Managers.

Johnny Twocylinder
4020 John Deere Road
Waterloo, Iowa

Red McCormick
222 Harvest Road
Waterloo, IA

Silver King
55 Speedway
Waterloo, Iowa

A Manager of the company SHALL NOT BE PERSONALLY LIABLE to the Company or its members for monetary 
damages for a breach of fiduciary duty as a Manager, except that this Article does not eliminate the liability of a Manager 
to the extent the Manager is found liable for any of the following: (1) breach of the Manager’s duty of loyalty, (2) an act or 
omission not in good faith or an act or omission that involves intentional misconduct or a knowing violation of the law on 
the part of the Manager, or (3) a transaction from which the Manager derives an improper personal benefit or a wrongful 
distribution in violation of the Iowa Code. In addition, a Manager shall not be liable to the fullest extent allowed by any 
provision of the statutes of Iowa currently allowed or hereafter enacted that further limits or eliminates the liability of a 
Manger. Any repeal or modification of this Article by the Members of the Company shall be prospective only, and shall not 
adversely affect any limitation on the person liability, or any other right or protection, of a Member of the Company with 
respect to any state of facts existing at or prior to the time of such repeal or modification.

Chapter 9

The Managers will oversee the operation of the company and hire the officers. The offices will include: President, Vice-
President, Secretary, and Treasurer. The Mangers will set the compensation for all officers. Officers are not required to be 
Members.

Upon startup of the company the following will serve:

President – Johnny Twocylinder

Vice-President – Red McCormick

Treasurer – Silver King

Secretary – Fast Freddie

Chapter 10

The official bank for checking, savings or any other financial matters will be Rock Solid State Bank, Waterloo, Iowa. The 
account may have any officer or multiple officers listed on the account or accounts. The treasurer is the only officer authorized 
to write checks for the company. Expenditures of over $100 require approval from the Managers.
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Chapter 11

The initial price of a Unit of Membership is $100. The secretary will maintain a listing of all Membership Units, the date 
of purchase, the cost of the Units, and any transfers. No certificates of ownership will be issued. There are no restrictions on 
who can purchase Units or the number of Units that can be issued other than restrictions under Iowa law. The Company has 
no obligation to repurchase any Units or maintain any market for the Units. The Company will initially offer three hundred 
Units; one hundred to each of the three listed Members.

Chapter 12

Regular items of business that are voted upon by the Mangers will require a simple majority for passage.

Chapter 13

Any modification of the Articles of Organization or amendments to the Operating Agreement will require a two-thirds 
majority vote of the Members; and must not conflict with Iowa law. If a section is found to conflict with Iowa law only that 
section is void. The rest of the document is still binding on the members, Managers, Officers and Heirs.

Chapter 14

The Company will be taxed as a partnership with all earnings, losses, depreciation and other tax attributes passing through 
to its Members. The company shall not be required to disburse all earnings, as earnings may be retained for future operating 
needs. The Company will operate on a calendar “fiscal year.”

Chapter 15

The Company may be dissolved by passage of a resolution by two-thirds of the Members.

The following members hereby agree to the above stated Operating Agreement.

________________________________________________   _______________________________

Johnny Twocylinder Dated

________________________________________________   _______________________________

Red McCormick Dated

________________________________________________   _______________________________

Silver King Dated
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Templates and Guides

"Machinery Cooperative Feasibility Template" Provides a detailed financial projection for a multi-member machinery 
cooperative. Phil Kenkel and Garret Long, Oklahoma State University. 
http://agecon.okstate.edu/coops

"Building a Sustainable Business: A Guide to Developing a Business Plan for Farms and Rural Businesses" is a 
comprehensive workbook that will help you develop a business plan. It includes a sample business plan and numerous 
worksheets. Available from the Minnesota Institute for Sustainable Agriculture (MISA)
www.misa.umn.edu/vd/bizplan.html

Center for Farm Financial Management Business Plan Software
www.cffm.umn.edu/Software/BusinessPlan/index.aspx

Business Plan templates for Microsoft Word
http://office.microsoft.com/en-us/templates/CT101172331033.aspx?av=ZWD000

Articles and Other Resources

Agricultural Marketing Resource Center (AgMRC) website on Business Plans
www.agmrc.org/agmrc/business/startingbusiness/businessplans.htm

National Sustainable Agriculture Information List 
Agricultural Business Planning Templates and Resources: Business and Marketing Resource List
http://attra.ncat.org/attra-pub/agriculture_planning.html

Center for Farm Financial Management, University of Minnesota
www.cffm.umn.edu/Publications/BusinessPlanning/index.aspx

Legal organization resources

Organizational and Ownership Options Available for Agricultural Enterprises 
Carol R. Goforth, Professor, University of Arkansas School of Law

This two-part article provides an overview of most of the organizational choices available to persons interested in owning and 
operating an agricultural enterprise. Part I addresses sole proprietorships, general partnerships, limited liability partnerships, 
limited partnerships, and limited liability partnerships. Part II covers limited liability companies, corporations, and 
cooperatives.
www.nationalaglawcenter.org/research/#ownership

Additional Organizational Resources
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Business Organizations, Chapter 4 in The Farmer’s Legal Guide to Producer Marketing Associations 

Doug O’Brien, Staff Attorney, National Agricultural Law Center and Drake University Agricultural Law Center, 

Neil D. Hamilton, Director, Drake University Agricultural Law Center, Robert Luedeman, Attorney, Des Moines, Iowa 

www.nationalaglawcenter.org/assets/articles/obrien_producermarketing_ch4.pdf

The Farm Corporation, NCR-11, available from Midwest Plan Service
www.mwps.org

Planning the Financial/Organizational Structure of Farm and Agribusiness Firms: What Are the Options? NCR568
http://extension.missouri.edu/explore/regpubs/ncr568.htm 

Organizing a Machinery Cooperative. Phil Kenkel and Garret Long, Oklahoma State University. AE 07042, July 2007.
http://agecon.okstate.edu/coops

Options for Joint Machinery Ownership. Phil Kenkel and Garret Long, Oklahoma State University. AE 07041, July 2007.
http://agecon.okstate.edu/coops

Tax considerations

Major Tax Considerations When Transferring Assets, University of Minnesota Extension, Transferring the Farm Series #7 
www.extension.umn.edu/distribution/businessmanagement/components/M1177-7.pdf

Two-Generation Farming: Transferring Machinery and Livestock, Iowa State University Extension,  
PM-1474d, November 1998
www.extension.iastate.edu/Publications/PM1474D.pdf
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Foreward

 Cooperative approaches are one way for small- and 
medium-sized producers to remain competitive in an 
increasingly concentrated agricultural industry. Faced 
with a shortage of available skilled labor and rapidly 
rising equipment costs, some U.S. producers have found 
creative ways to share both labor and equipment in their 
operations. These cooperative arrangements appear to 
have great promise in providing better access to efficient 
machinery, technology, labor, and knowledge as well as cost 
savings and increased opportunities for marketing farm 
products. However, the benefits and potential pitfalls of such 
arrangements for U.S. producers have not, to date, been well 
documented.
 Many producers occasionally share a piece of equipment 
or trade a few days labor. But some producers are working 
together in a more routine way. Informal equipment sharing 
agreements, such as two producers sharing a combine 
during harvest, are probably the most common form of 
resource sharing among producers. There are some groups of 
producers, however, who have formalized their sharing into 
a cooperative or other business structure to collectively own 
and operate machinery. Although they are organized around 

machinery, these more formal arrangements go beyond 
simply sharing equipment. They often involve shared labor, 
common production schedules, standardized production 
processes and, in some cases, marketing their product in 
volume. The case studies that follow describe several of these 
arrangements for sharing machinery and labor, most of 
which operate or have operated in the Central and Western 
Corn Belt of the United States.

Methodology

 We initially identified groups of producers sharing 
equipment and labor through a web-based survey of county 
Extension professionals in Illinois, Iowa, Nebraska, North 
Dakota, and Wisconsin. This survey, conducted in late 2003 
and early 2004, identified approximately 50 Central and 
Western Corn Belt producer resource sharing arrangements. 
While the survey was by no means complete enough to 
identify all of the arrangements, it did provide an indication 
that they are not uncommon. In addition, several other 
groups of producers engaged in resource sharing were 
located through word-of-mouth or through workshops 
conducted or attended by project coordinators.
 A wide range of cooperative arrangements were identified 

Chapter 3

Case Studies

Sharing for Success: 
Profiles of Machinery and Labor Sharing in the Midwest

Authors 

Georgeanne Artz, Assistant Professor of Agricultural Economics and Public Affairs, University of Missouri

Greg Colson, Graduate Research Assistant, Department of Economics, Iowa State University 

Roger Ginder, Extension Professor, Department of Economics, Iowa State University



42Farm Machinery & Labor Sharing Manual

Chapter 3 – Case Studies

in the survey. For example, some producers only share the 
cost of a single piece of equipment. Other groups share 
whole machinery sets as well as labor for operating the 
equipment. Groups can be further classified by the formality 
of the sharing arrangement (i.e., verbal agreement, written 
contract, formal business structure). From this database of 
producer groups, we selected cases to reflect the variety of 
group types and geography identified. This approach helped 
us make comparisons among groups and ensured that 
the findings of the study may be generalized. Case study 
interviews were conducted between June 2004 and January 
2005.

Common themes

 Our interviews revealed a number of factors that appear 
to be critical for the success of a machinery and labor 
sharing arrangement. Issues facing all groups, regardless of 

size or complexity, include how to handle member entry and 
exit, schedule use of equipment, compensate for unequal 
contributions of time and equipment use, and make group 
decisions.  Personal trust coupled with planning and good 
communication among members is also a key ingredient for 
success. While a number of the groups were motivated to 
share equipment by the promise of cost savings and greater 
efficiency, in many cases having access to the skilled labor of 
their partners matched or surpassed the equipment benefits.
 We believe cooperation at the farm level is an emerging 
trend that will become increasingly important as machinery 
costs continue to rise and the level of technical knowledge 
and skill required for production increases. We hope you will 
find valuable information for evaluating sharing as an option 
in your farm operation in the stories of cooperation that 
follow.

Comments and questions should be directed to Dr. Artz at Department of Agricultural Economics, 215 Mumford Hall, Columbia, MO 65211,  
telephone (573) 882-5669, e-Mail: artzg@missouri.edu.
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Disclaimer

The identities of the individuals and organizations included in these profiles have been changed to protect their privacy. Any errors or omissions in reporting 
are the sole responsibility of the authors. These profiles are provided “as is” without warranty of any kind, either expressed or implied. In no event shall the 
producers of these profiles be liable to you for any damages including lost profits, lost savings or other indirect, incidental or consequential damages arising 
out of the use or inability to use the information contained within.

Photos of and references to specific makes and models of farm machinery are for informational purposes only, and do not imply an endorsement or 
recommendation of such products.
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Summary

•	 Two neighboring farms  
(~800 acres each)

•	 Shortage of skilled labor,  
out-dated combines

•	 Jointly purchased a 
combine in 2003

•	 Financed 50/50 through 
dealer

•	 Repairs/Maintenance split 
50/50 – bill divided by 
dealer

•	 Do not track fuel costs

•	 Harvest together

•	 No written agreement

Johnson and Olson

Background

 Gary Johnson and David Olson are two neighboring corn and soybean 
producers who found a solution to their labor and equipment problems through 
cooperation, trust, and flexibility. Johnson farms approximately 800 acres with his 
brother and father and has a livestock operation with about 150 cow calves and 25 
sows. He has gradually taken control of the family farming operation as his father 
has begun to ease into retirement. Johnson’s brother works full-time off-farm, but 
does help out, particularly during the busy planting and harvest seasons. Olson 
farms 800 acres nearby and had been operating independently since his father 
passed away in 1999. Olson hires a retired producer to help out during peak times.

Motivations

 In 2003, Johnson and Olson found themselves confronted with remarkably 
similar problems. Both owned aging combines that were nearing the point where 
they should be replaced. Productivity, in particular, was a major concern for 
Olson who had lost several days in the field during harvest because of combine 
breakdowns. At the same time, both were shorthanded for the busy harvest season. 
Johnson needed to find a reliable skilled person to fill the labor void left by his 
retiring father and the retired producer assisting Olson was increasingly unreliable 
due to progressive health problems. After discussing their mutual problems, 
Johnson and Olson decided to try sharing as a solution. Although they do not 
have a formal written agreement, they did some advance planning. Each made a 
list of issues they wanted to discuss, such as how repair and fuel costs would be 
handled and what their expectations were for contributing labor on each other’s 
land. They met to discuss these issues and to hammer out the specific details of 
their arrangement.

Equipment Solution

 Purchasing a top-of-the-line combine was not an economically feasible choice 
for Johnson or Olson individually. They realized that by buying together, they 
would be able to purchase a new, larger combine that had the technological 
improvements they both desired (e.g., GPS mapping, yield and moisture 
monitors). To purchase the combine, each traded in their old machines, corn 
heads, and platforms then financed the remaining balance 50/50 with Case Credit. 
Each farming operation owns 50% of the new combine. 
 Neither producer reported any problem arranging their joint combine purchase 
with the credit company. They are billed separately for their respective half of the 
equipment payments. They share expenses for repairs evenly. They do not track 
their fuel expenses. Instead, they share fuel costs by filling up the combine on 
whichever farm they are operating on at the time.
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Labor Solution

 To solve their common labor crunch, Johnson and Olson 
decided to work together. During harvest, they view their 
fields as one farm, harvesting the crops on each producer’s 
land as they become ready. Generally, when operating on 
Johnson’s land, Olson runs the combine while Johnson 
handles storage and drying and vice versa when operating 
on Olson’s land. While both are capable combine drivers, 
each needs to make storage and drying decisions for his 
own operation. They do not have an established schedule for 
harvesting fields. Each evening, they simply discuss which 
fields they will harvest the next day and what time they will 
start. They do not keep track of the hours they contribute 
and do not pay each other for their time. This is largely 
because they farm a similar number of acres and felt the 
time spent on each farm was approximately even.
 Johnson and Olson agreed that their labor costs 
have been reduced because they no longer need to hire 
outside help. In addition, their sharing has resulted in 
greater efficiency and improved work hours. Before their 
arrangement, Olson recalled that repairs routinely took 
up the better part of the day, leaving him to work late into 
the night to make up for the lost time. Now, because of 
the higher capacity of the new combine and fewer and less 
serious breakdowns, they keep fairly regular hours during 
harvest.

Benefits and Difficulties

 Johnson and Olson’s decision to jointly purchase and 
share a new combine and to harvest their land together was 
not a drastic change in their independent farm operations, 
but it has successfully solved their common problems. 
Purchasing the new combine, which was not feasible 
individually, eliminated productivity losses from breakdowns, 
reduced their respective combine costs, increased the speed 
of harvests, and allowed them access to technological 
features of new combines. By harvesting together, each 
producer has been able to eliminate both the expense of 
hired labor and the difficulty of finding dependable skilled 
labor.
 While neither producer reported any drawbacks from 
their cooperative efforts, they did not plan to extend their 
cooperation beyond harvest. They felt that harvest time 
sharing provided the largest benefits since the combine was 
their biggest machinery expense and the relative length 
of harvest gave them flexibility for scheduling. They felt 

disagreements about scheduling would be more likely, with 
other operations, like planting and spraying, which generally 
need to be completed in shorter frames.

Concluding Remarks

 Johnson and Olson entered into a cooperative agreement 
because each needed skilled labor during harvest and each 
owned an outdated combine. Their common circumstances 
made cooperation a logical solution to their problems.
 The success of this cooperative arrangement is largely 
the result of three key factors. First, sharing a combine 
has in fact reduced equipment costs while giving these 
producers access to technological advances, such as GPS 
mapping, that neither could have afforded on their own. 
Second, Johnson and Olson trust one another to operate on 
each other’s land and uphold their agreement. While each 
certainly appreciates not having to hire and pay for outside 
labor, this is only possible because of their mutual trust and 
respect. Related to this is good communication. Both felt it 
was important to talk about issues as they arose, rather than 
letting frustrations build over time. The third key factor in 
their success is flexibility. Operating together inevitably leads 
to some change in each individual’s routine and perhaps 
even to different ways of doing things. As Olson put it, “You 
have to do some give and take.”
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Stevens and Smiths 

Background

 Beginning in 2002, John Stevens and brothers Bill and Joe Smith began 
a labor and combine sharing arrangement that has not only reduced their 
equipment and labor costs, but has made harvest more enjoyable for all of them. 
A fourth member, Sam Peterson, joined the group recently. Peterson is a family 
acquaintance of the Smiths and a beginning producer. They farm approximately 
3,100 acres of corn and soybeans within an eight-mile radius. Their land is split 
fairly evenly between the two crops. Stevens farms 1,300 acres, the Smiths have 
1,500 acres, and Peterson farms around 400 acres.

Motivations

 Before working together, both Stevens and the Smiths were having trouble 
finding help during harvest. A third Smith brother, who had managed their 
harvest and operated the combine, passed away in 1998. In addition, the brothers 
had expanded their hog operation and were having difficulty providing enough 
labor for both their grain and livestock operations. Stevens faced a similar 
problem. He was shorthanded following his father’s retirement in 2002. 
 All three producers were also concerned that individually owning an 
underutilized combine hurt their profitability. They agreed that forming a team 
and working their fields together with one capable combine would reduce costs 
and make them more efficient. As one member stated, “Three people go [harvest] 
twice as fast as two.” Peterson, a beginning producer joined the group later, trading 
his labor for use of their machinery. This was a way for him to try his hand at 
farming without having to purchase expensive equipment upfront.

Equipment Solution

 Stevens and the Smiths purchased a used International combine from a local 
dealer for approximately $82,000 and jointly financed the purchase 50-50 between 
the two farms. They felt the split in financing roughly followed their share of total 
acres. The combine had only 250 hours on it and had been used on a test track 
by the manufacturer. It had a rice kit with stainless steel elevators and augers in 
addition to all the updates of the newest combines at the time. While the combine 
needed some work, they agreed it was a very good deal.
 The month before Stevens approached them about sharing, the Smiths had 
purchased a brand new Gleaner combine. Despite this, they were willing to trade 
it for the Case IH combine with Stevens not only because of the advantages they 
saw in sharing, but also because of Stevens’ familiarity with Case IH equipment 
and his ability to repair and maintain the machines for many years. The base 
machine is the only piece of equipment they own together. Stevens supplies the 
headers for the combine while the Smiths purchased the air reel. In addition, they 
each contribute grain carts and trucks to the harvest operation.
 Stevens and the Smiths do not exchange any money. They have a dual account 

Summary

•	 Two nearby farms,  
non-adjacent, different 
cropping systems (ridge till/
no till)

•	 Jointly purchased a 
combine in 2002

•	 Stevens responsible for all 
maintenance and repair, 
insurance

•	 Stevens supplies headers, 
Smiths purchased an air 
reel

•	 Harvest together

•	 No written agreement 

•	 Added beginning farmer 
(contributes labor only)
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with the local dealer to handle expenses, such as repairs 
and parts. Each provides fuel for the combine when it 
is operating on their land. Insurance for the combine is 
covered under Stevens’s blanket farm policy. At this time, 
Peterson does not have any ownership in the equipment and 
does not contribute to expenses. Because of Stevens’ ability 
to repair the combine, the Smiths felt comfortable letting 
Stevens make the decision about when to trade the machine.

Labor Solution

 Labor is a particularly important aspect of this sharing 
arrangement. In fact, they suggested that their agreement 
is more about the labor than the combine. The biggest 
advantage is having people to move trucks and grain carts 
so that the combine can run continuously. “…it’s never been 
the combine; it’s always been…moving stuff or getting stuff 
away from the combine.” In particular, the Smiths have 
found that the addition of Stevens and Peterson has solved 
their labor shortage problem and helped them to balance 
their growing livestock operation with the crop demands 
during harvest.
 During harvest, the group treats their individual land as 
one unit, harvesting fields as they are ready. Stevens, who 
is an early riser, starts his day well before sunrise, while the 
Smiths prefer to start their day later and work later into 
the evening. The differences in group members’ work hours 
might have been a potential source of conflict. Instead, they 
view these differences as a positive. The group has found 
that staggering their hours keeps the combine running more 
hours per day than would be the case if they were operating 
individually.

Benefits and Difficulties

 By all accounts, this combine and labor sharing 
arrangement has been a success. In addition to the cost 
savings from jointly owning the combine, Stevens’ skill as a 
mechanic has saved the group additional expenses for repair 
work and maintenance. Furthermore, it allowed them to buy 
a less expensive, used machine that needed some work. It is 
important to note that Stevens is not compensated for his 
mechanic work. He feels the benefits he receives from sharing 
with the Smiths and Peterson is sufficient compensation for 
providing the service. Sharing labor has eliminated the need 
for hiring outside help and avoids the common problem of 
training and overseeing new help every season.
 Aside from the financial and time advantages, the group 

felt that having more people involved in harvest reduced 
much of their stress. The larger pool of labor allows them to 
occasionally take time off during harvest. “… if the kid has 
something going on you can quit and not feel guilty about 
going… as long as it’s [the combine] running, that’s all that 
matters.” They also enjoy working with one another. “Well, 
we have a lot of fun… That’s kind of important, really. Yeah, 
if it’s no fun, why am I farming anyway?” 
 While Stevens and the Smiths have similar operations 
in terms of acreage, they have different planting methods. 
Stevens uses ridge till while the Smiths predominantly no 
till. This difference limits the possibility they will extend 
their sharing arrangement to planting. They thought a 
more logical next step would be joint ownership of a self-
propelled sprayer. Also, they do not purchase inputs together. 
They buy from different seed dealers and did not see any 
cost benefits from pooling their purchases.

Concluding Remarks

 Some factors in this group’s success are common to other 
sharing arrangements, while other factors are more unique 
to this group. Like other sharing arrangements, the members 
in this group were frustrated with having an expensive piece 
of machinery that was not being used to its full potential. 
Both the Smiths and Stevens needed more help during 
harvest. Their sharing agreement has successfully addressed 
both these issues. As with other successful cooperative 
arrangements, good communication among members, 
mutual trust, and flexibility are also important to the group’s 
success. As one member put it, “Matter of fact, our wives 
probably think we nice each other to death.”
 More unique to this group is Stevens’ mechanical skill 
and interest in maintaining and repairing their International 
combine for as long as possible. Similar groups without 
this skill would have higher machinery costs, as they would 
have to buy newer machines under warranty, perhaps trade 
more often, and pay more for repairs they could not make 
themselves. Another fairly unique aspect of this group is the 
addition of the beginning producer, Peterson, who trades 
his labor for use of the group’s equipment. While the group 
certainly benefits from Peterson’s contribution in their 
cropping operation, the Smiths also benefit from Peterson’s 
occasional help with their hog operation. They recognized 
that Stevens in particular was being quite generous toward 
Peterson, allowing him to “test the waters” farming without 
substantial risk.
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Duncans and Fergusons

Background

 Since 1997, Charles Ferguson and brothers Dan and Jeff Duncan have jointly 
owned and shared a combine between their farms, despite the fact that their 
farms are nearly 500 miles apart in different states. At the time their sharing 
arrangement started, Ferguson was farming approximately 4,500 acres of small 
grains with his brother, Ronald, while the Duncans had about 2,100 acres of corn, 
soybeans, and sugar beets. Their arrangement has now been operating for eight 
years. It has survived despite such obstacles as Ronald’s death and serious financial 
difficulties experienced by the Duncan brothers after two years of lost sugar beet 
crop and the failure of their local sugar processing cooperative.

Motivations

 In 1996, the Fergusons were looking to trade in one of their two combines. 
Due to the rising cost of machinery, they were searching for a better way to utilize 
such a high priced piece of equipment.  The idea of sharing a combine was sparked 
by a Machinery Link exhibit at their regional Ag Show. At the time, Machinery 
Link was primarily engaged in trying to help producers find partners for forming 
long distance sharing arrangements. The exhibit had a list of producers who were 
looking to share equipment. The brothers contacted three different prospective 
partners about the possibility of sharing a combine.
 One of the prospective partners was the Duncan brothers. The Duncans 
had also been looking to upgrade their equipment and were motivated to try 
to share because of the expense. As Dan Duncan stated, “Sheer cost per acre 
didn’t pencil out.” Sharing was not a particularly new idea for the Duncans. Dan 
Duncan had worked for a seed farm in the 1970s. The farm’s neighbors had been 
successfully sharing machinery with another farm over two hundred miles south 
for years. When the Duncans read about Machinery Link in a farm magazine, 
they subscribed to the organization hoping to find another farm with which they 
could share a combine. Each month Machinery Link mailed members a list of 
producers who were looking to share various pieces of equipment, either through 
joint ownership or by way of a leasing arrangement. The Duncans were looking for 
someone in the “right” geographic area, meaning that their growing seasons would 
compliment rather than conflict. After about a year not finding a match, they gave 
up and bought a used combine in the fall of 1996. Then in February of 1997, Ron 
Ferguson contacted Dan about the possibility of sharing a combine. Dan recalled 
that they seemed to “hit it off ” over the phone. After this initial conversation, 
Ronald visited the Duncans’ farm to discuss details of the arrangement and to 
share financial information (balance sheets) with one another.
 The needs of the two farms seemed to be compatible based on the number 
of machine hours they each required, their timing needs, and the fact that they 
were running the same brand of combine. While both partners were motivated to 
reduce their combine costs, inefficient use of the combine was also a concern for 

Summary

•	 Two farms in different 
states 

•	 Formed an LLP to jointly 
own a combine in 1997

•	 Move combine between 
farms on September 20 
each year (with some 
flexibility)

•	 Written operating 
agreement specifies 
timing of trade, movement 
of combine, repairs, 
maintenance, storage, exit 
strategy

•	 LLP owns combine, pays all 
expenses

•	 Pay rental rate to cover 
expenses, including 
transportation; adjusts for 
differential usage
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the Fergusons. The combine they share with the Duncan 
brothers is a second combine for the operation. Having 
access to a second combine is most crucial for late summer 
harvesting of small grains like wheat and barley, which 
account for most of their acres. In addition, the timing of 
harvest for these crops is very important to ensure quality. 
For their fall harvested crops, sunflowers and corn, timing 
is somewhat less critical. And since a smaller percentage of 
their acres are planted to these crops, they need only one 
combine to complete their harvest.

Equipment Solution

 Once they had agreed to share a combine, each farm 
solicited quotes from their local dealer for a new combine. 
They settled on the Duncans’ dealer, since Fergusons’ dealer 
would have needed to fit the machine with special tires 
to accommodate the Duncans’ corn and soybean rotation. 
The Duncans traded in their combine, while the Ferguson 
brothers sold their old machine. This triggered recapture 
for the Fergusons whose machine was not completely 
depreciated out, but they gained some depreciation on the 
new machine and felt it was worth it in the long run. The 
Fergusons financed the combine and used a contract for 
deed to transfer ownership to a limited liability partnership 
the partners established. The bank preferred to loan funds to 
the Fergusons rather than to the LLP since the LLP has no 
other assets.
 Purchasing the original combine required a lot of 
negotiation between the two partners. At the time, the 
Fergusons were not growing corn or soybeans and they 
wanted a larger combine than the Duncans did. Charles 

Ferguson recalled they had to convince the Duncans to 
agree to a larger combine. The two farms also had different 
needs when it came to upgrades and how the combine was 
configured. For example, Fergusons needed a small grains 
kit, while the Duncans needed duals and smaller tires to 
handle their row cropping system. They had to add some 
custom pieces that increased the cost of the machine. Dan 
Duncan remembered that the joint purchase required some 
“give and take” to get everything both farms needed. Each 
farm owns their own heads. They jointly own and share only 
the base machine.
 Originally the Duncans and the Fergusons had planned 
to trade the combine for a newer model every two years 
as the warranty expired. Unfortunately, a combination of 
rising machinery cost and financial difficulties suffered 
by the Duncans made this impractical, so they kept the 
original combine for seven years. In 2004, they were faced 
with $15,000 in repairs and decided to trade. They found a 
holdover combine at a dealer about halfway between their 
farms that made trading in their shared combine financially 
feasible. Ferguson again financed it. They received zero 
percent interest for a year, a two-year warranty, and the 
dealer agreed to store the combine over the winter.

Logistics 

 The two farms established a limited liability partnership 
(LLP) that owns the combine and pays all associated 
expenses, but has no other assets. Ronald, Charles, Dan, 
and Jeff each owned 25% of the LLP. Any profits left at the 
end of the year rollback to the owners based on their share 
of ownership. Each farm pays the LLP $80 per hour to 
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rent the combine, which adjusts for any differences in how 
much each partner uses the machine. This payment covers 
their expenses, including the $1,300 one-way transportation 
cost of hiring someone to haul the combine between their 
farms. They keep a small cash fund in the LLP for cash 
flow purposes. The LLP does not take depreciation on 
the combine. The lease payments each farm makes to the 
partnership are fully deductible on their personal tax returns.
 They hired a lawyer to draft the LLP agreement and an 
operating agreement that outlines the terms of operation, 
purchase, liability, and an exit strategy. They split the $976 
cost for this between them. Charles Ferguson does all 
the bookkeeping for the LLP and pays the bills. Duncan 
estimates the cost of the combine was around $50 an 
hour the first couple of years, then somewhat less after the 
machine was paid for. Once the machine was off warranty, 
their repairs ran about $5,000 per year.
 Repairs are taken care of as needed in either location 
and split between the partners. With the new combine still 
under warranty, their respective local dealers can perform 
repairs at either location. Both farms do regular maintenance 
as needed, but Charles Ferguson takes care of all the 
mechanical work typically done on the machine in the 
spring. When the Duncans get the combine in September, it 
is ready to go. Since they paired up with the Fergusons, the 
Duncans claimed they have not spent any time repairing the 
combine unless there is a breakdown in the field.
 Until the recent agreement with the dealer mid-way 
between their farms, they had stored the combine at the 
Duncan farm. The machine moves to the Ferguson farm 
in the spring for small grain harvest. On September 20, it 
moves to the Duncans’ farm for corn and soybean harvest. 
This September 20 date is flexible depending on the 
harvest conditions in any given year. For example, in 2004, 
harvest was late in both locations, so the Fergusons kept 
the combine past this deadline. They try to be flexible and 
communicate with each other to work out solutions that 
benefit both parties.

Benefits and Difficulties

 Both Ferguson and the Duncans have been satisfied with 
their sharing arrangement, since it has greatly reduced their 
combine costs. As Ferguson notes, they paid only $100,000 
for a $200,000 machine. Upgrading to the bigger, newer 

machine they currently own has also saved some time in 
the field. While possibilities for sharing other pieces of 
equipment are very limited, they have considered jointly 
purchasing a trailer to haul the combine between their 
farms.
 Their partnership has survived a number of significant 
changes. In 2000, Ronald Ferguson passed away. Charles 
assumed his share of the LLP, so he now holds 50% of the 
LLP. The Duncans’ farm has faced some obstacles as well. 
When the partnership began, they were farming 2,100 acres. 
Now, they are down to 1,000 acres because some of the land 
they rented was sold. Also, after losing 1,200 acres of sugar 
beets two years in a row, they quit growing sugar beets and 
leased their sugar beet shares. Dan now has a full-time, 
off-farm job, while Jeff supplements his income hauling 
seed for various local companies. The big drop in acreage 
has impacted their machinery cost per acre. In one sense 
this makes sharing more attractive because their combine 
payments are halved. In another sense, it is less attractive 
because now they have more capacity than they need. Dan 
mentioned that they have considered taking on some custom 
work to try to lower their combine cost per acre.

Concluding Remarks

 As with any sharing arrangement, flexibility and good 
communication are key factors in this group’s success. 
They communicate by telephone as needed and meet face 
to face when purchasing or trading combines. Without a 
willingness to be flexible and understanding of one another’s 
circumstances, it is doubtful their partnership would have 
survived eight years.
 One of the biggest issues with sharing equipment over 
long distances is trust. It is risky to enter into an agreement 
with unfamiliar people. What if a partner does not make 
their payments? How will a partner treat the equipment? 
Ferguson said that any worry he had about this was reduced 
by the limited liability agreement they put in place. There 
was some comfort in having an explicit written contract that 
spelled out the terms of the agreement. Although they have 
been willing to be flexible in enforcing the agreement, it still 
provides a level of protection for those involved. Sharing 
their financial information before they formed the LLP 
was also important for easing doubts about whether the 
partnership would succeed.
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Erickson and Zimmerman

Background

 Bill Erickson and Ray Zimmerman, two neighboring corn and soybean 
producers in southeast Iowa, have been farming together for more than 20 years. 
Their cooperation began with a custom combining arrangement and has since 
evolved to the point where they jointly own several pieces of machinery and 
work together year-round to farm their individually owned or leased acres as 
one unit. At the time they began working together, Erickson farmed 240 acres. 
Over the years, he has expanded his crop operation to about 800 acres and has 
built a livestock operation that finishes about 10,000 hogs annually. Likewise, 
Zimmerman’s operation has grown from about 300 acres to roughly 750 acres, and 
he has developed his own hog finishing operation that now averages about 7,500 
head per year.

Motivations

 Erickson and Zimmerman started farming about the same time; Zimmerman 
with his father, Erickson with his uncle. For many years Zimmerman combined 
for Erickson who did not own a combine. Then, as he describes it, one spring 
Zimmerman had this idea:

“…my farm was kind of up on the hill and his was little more down by the 
river. I‘m up there kind of watching what he is doing. We’d jump on the 
tractor and take the field cultivator and go out there for a while and then 
we’d go back and jump on the planter. One time I said, you know why don’t 
we get together here. One of us could be running the field cultivator and 
the next guy could be planting. I think that’s kind of the way it got going.” 

 By working together and specializing in tasks, they saw that they could work 
more efficiently and reduce the amount of equipment each needed to own.
 An important factor in Zimmerman’s initial insight and the partnership’s 
success is the fact that their neighboring farms differ in elevation and soil 
conditions. Erickson’s property is low and consists of river and creek bottom land 
while Zimmerman has mostly hill ground. Therefore, Zimmerman’s property can 
usually be worked sooner than Erickson’s. They realized that by working together 
they could avoid some of the timing problems associated with working bottom 
ground before it was ready and working the upland more slowly than would be 
desirable. In other words, if the fields were planted as if each producer’s land were 
part of a single, larger operation the outcome for both producers as individuals 
would be better.
 As their labor sharing arrangement evolved, Erickson and Zimmerman also 
saw that they could reduce their equipment costs by eliminating duplicate pieces 
of machinery. Instead of each owning a planter, sprayer, and combine, they could 
share the cost of a single piece of equipment to be used on both producers’ land.

Summary

•	 Two neighboring farms

•	 Working together more 
than 20 years

•	 Began with a custom 
combining agreement, 
evolved overtime

•	 Joint ownership (50-50) of 
combine, planter

•	 Other pieces contributed of 
roughly equal value

•	 Farm land as one unit, each 
contribute equal amounts 
of labor

•	 Some specialization 
of tasks (e.g. CDL and 
Equipment Operation) 

•	 No written agreement
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Equipment Solution

 Erickson and Zimmerman own several pieces of 
machinery together as well as each contributing individually 
owned equipment. They currently own a combine, planter 
field cultivator, and four-wheel drive tractor jointly. All of 
the joint equipment purchases are split 50/50. Each has a 
separate loan for his half of the purchase. Each lists half the 
value on his inventory and takes half of the depreciation. 
Repairs on jointly-owned machinery are shared equally as 
well. Their parts dealer knows what they own together and 
automatically bills each for half the cost. Decisions about 
when to trade are made jointly.
 Other equipment is owned individually, but accessible 
to either producer as if jointly owned. For example, smaller 
tractors associated with livestock work and equipment 
used in hauling are shared as if jointly owned. They try 
to maintain approximately equal shares, or a “rough 
parity,” between the equipment they contribute to their 
collaborative effort and the expenses they bear for joint 
purchases.
 “You get a feel for what’s fair. That’s what we are trying 
to shoot for. He has a newer front wheel assist tractor that 
we put on the planter which is equipped to handle all the 
monitors. It’s a high dollar tractor. So in my mind a couple 
of years ago I’m saying to offset that, to be really fair, I need 
to do something. So I went and bought a semi and a sprayer. 
You both try to shoot for what’s fair. You can’t go wrong,” 
Erickson explained.
 The “rough parity” concept extends to all aspects of the 
operation, including the size of the operation. Although 
they farm roughly the same amount of acres, their acreage 

shares do fluctuate somewhat from year to year. Generally, 
they reported being within 50 to 100 acres of one another. 
Despite this difference, they did not track expenses on a per 
acre basis. Zimmerman stated, “We decided a long time ago 
we don’t want to try to keep records on a lot of the details, 
split hairs, because that only causes problems as you go.” 
They allocate fuel costs by simply filling up on whichever 
farm they are working on at the time. “We really have no 
clue who burns the most hours on the combine or anything, 
we really have no idea and we really don’t care to go there. 
Just whatever it takes to get the crop out,” Zimmerman said. 
At the same time, they recognized that a larger disparity 
would require some adjustment: “If I have a landlord that 
goes out and buys 300 acres then we would have to start 
looking at some adjustment. It looks to me that if it got 
more than 150 or 200 acres out of whack then we would 
address that,” Erickson said.

Labor Solution

 Erickson and Zimmerman view their individual fields 
as one operation. “We’ve given up looking at our cropping 
operations as two separate operations. We say okay, we start 
at point A and need to get to point Z. What do we have 
to do to get there,” Zimmerman said. They state that they 
never argue about which fields are planted or harvested first, 
but instead select the one that is most fit to be worked. The 
close proximity of their farms makes this kind of approach 
possible. Equipment does not need to be moved long 
distances to accommodate this strategy.
 Their decisions about what to plant are not made jointly. 
However, they do coordinate their hybrid selection and 
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stagger maturity dates. Zimmerman explained, “He doesn’t 
tell me what specific hybrids and I don’t tell him what 
specific hybrids, [but] we know that in general we need to 
have somewhere in the neighborhood of a 110 day hybrid 
on this end of the stick and somewhere in the general 
neighborhood of 112 days on this end of the stick.”
 Harvesting is done as fields become mature. They 
believe this minimizes losses due to timing. They selected 
their drying systems to complement one another as well. 
Zimmerman has a batch drying system that will permit 
harvesting at higher moisture levels in seasons where 
dry-down is slow and it is necessary to begin harvesting at 
higher moisture levels. Erickson’s system includes an in-bin 
blower and stirring system. Presumably in extremely wet 
harvest conditions the batch system could be moved to 
accommodate wet grain that cannot be handled by the bin 
blower.
 Both feel comfortable having the other work on their 
land without supervision. They do not keep track of their 
hours. Generally, they simply discuss the plan for the 
day and go to work, often times working individually in 
separate fields and on different tasks as needed. “…more 
days than not we’ll say good morning to each other no 
matter what we are doing whether it’s planting or harvest. 
We won’t talk to each other the rest of the day. Whether 
we are farming on his or mine or a combination both. 
Because we have done it for 20 years together, we know 
exactly each other’s operations from front to back. I don’t 
care if he is planting my corn and he doesn’t care if I’m 
planting his corn. It makes no difference. If he takes off on 
Saturday and goes to visit with his family I know where 
the sprayer is standing and I can get the thing running,” 
Zimmerman said.
 Erickson and Zimmerman felt their personalities and 
preferences complemented one another well. Working 
together has made it possible for each to avoid some of the 
tasks they least enjoy. For example, Zimmerman, a mechanic 
by training, takes care of most maintenance and repairs. He 
also typically runs the combine. “I don’t particularly care 
to combine. And that’s been a real advantage in my mind,” 
Erickson stated. Erickson handles most all the hauling 
and scheduling with the local cooperative, since he has a 
commercial drivers license while Zimmerman does not. “We 
can both do anything but we’ve found areas where we are 
each better at doing one thing so that’s kind of where we 
concentrate.”

Benefits and Difficulties

 Erickson and Zimmerman described a number of 
advantages of their long-standing sharing arrangement. 
By combining their resources to jointly purchase more 
costly machinery, eliminating duplicate equipment, and 
maintaining a balance in individually contributed equipment 
they have significantly reduced their overall equipment costs. 
Zimmerman explained, “Our operations are both to the 
point where they are really too large for one guy unless you 
have big equipment. So really my operation would require, 
if I were to do it myself, a lot of the same equipment that 
we are running now - that you really couldn’t afford… If 
you stop and think … you take your payments alone on 
$300,000 worth of equipment versus $150,000 worth of 
equipment, the payments alone add cash flow.”
 This added cash flow is particularly important in down 
years, such as in recent years when soybean yields were 
atypically low. Zimmerman offered this example: “We never 
grew 30 bushel soybeans and you know that just leaves a 
tremendous cash flow hole out there… which makes us both 
glad that we don’t each have a combine.” 
 By farming together, they have avoided hiring outside 
labor as their operations have expanded and have improved 
their timing and efficiency in working fields. “It’s more 
efficient for us to be working together,” Zimmerman said. 
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“We can keep the combine running, keep the planter 
running, and he can go get beans, or I can do this and he 
knows the machine stays in the field and keeps going and 
that’s what’s important … in the industry today it is the 
efficiency that we can generate.”
 It is interesting to note that the arrangement has 
permitted each of the partners to grow their individual 
holdings. When the arrangement was started more than 
20 years ago, each partner had 240 to 300 acres and 40 to 
70 sows. They were using a four-row planter and a two-
row combine. They have transitioned through a six-row 
planter and now use a twelve-row planter. One farms 750 
acres and the other farms 800. They no longer farrow, but 
contract finish hogs with an LLC they own with seven 
other producers. Although they primarily own and rent land 
as individuals, they have in the past rented some land as 
partners.

Concluding Remarks

 Erickson and Zimmerman’s success in working together 
is due in part to the different, but complementary nature 
of their land, one having lower elevation river bottom 
land while the other having mostly hill ground. In effect, 

because of their different land types, working their fields 
jointly extends the window of time for optimal planting and 
harvesting. More importantly, they attribute their success 
to having compatible personalities, which they discovered 
before their sharing arrangement began. “We knew we were 
compatible because he had been combining my corn and 
beans for a couple of years and we knew our personalities 
… didn’t clash with each other,” Erickson explained. “We 
probably are an exception to the rules, our personalities. He 
has his strong points and I have mine and they happen to be 
in different areas so it works good and we knew that before 
we started.”
 Another important factor is their flexibility and their 
willingness to accept an approximate balance in their 
contributions. While they share operating expenses 
equally, they are willing to accept “rough parity” in other 
contributions such as the individually owned equipment and 
number of acres each operates. As Zimmerman stated, “To 
make the big picture work some of the stuff really doesn’t 
make all that much difference.” The twenty-year life of the 
partnership is proof that they have an established method 
of operating that provides significant benefits for both 
producers.
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Parker and Anderson

Background

 A casual conversation between two producers during a local farm sale in 
1997 ultimately led them to a labor and machinery sharing arrangement that 
has strengthened each of their operations and has grown over time. Sam Parker 
and Keith Anderson both had reputations in town as hard working, careful 
operators, but did not know each other well before they began working together. 
Both producers owned land near town and had livestock operations. During the 
first year of partnership, they planted and harvested their soybeans jointly but 
harvested their corn separately using their own combines. Since the initial success 
of working together in 1997, the two producers have steadily increased their level 
of cooperation. They now work together planting, spraying, and harvesting crops. 
They have rented more land, both individually and jointly, and have expanded 
their total acreage from 2,000 to approximately 4,600 acres. In addition to 
operating the land they own or lease, they occasionally provide custom planting, 
spraying, and harvesting services for other neighboring farms.

Motivations

 Parker and Anderson were motivated to enter into their sharing arrangement 
for different reasons. With the retirement of his father, Parker found himself 
shorthanded, but he did not feel he could afford to hire full-time help. In contrast, 
Anderson wanted to upgrade to larger, newer machinery, but due in part to losses 
in his livestock operation, was unable to do so. Combining their resources seemed 
a logical solution to both their problems. In exchange for using Parker’s bigger 
machinery, Anderson provides Parker with the additional help he needs. This frees 
up Parker to devote more time to his 400-head livestock operation. Anderson sold 
off his livestock shortly after he began working with Parker.

Equipment Solution

 When they first started working together, both Parker and Anderson had full 
lines of equipment. Initially, Anderson kept all of his equipment but operated 
Parker’s newer, larger machinery on both his and Parker’s land. Since then, 
Anderson has gradually sold the majority of his smaller equipment while Parker 
has expanded his equipment ownership to handle the growing acreage of their 
farms. After the first year, Anderson sold his six row planter and Parker traded his 
planter for a larger twelve-row planter. Anderson traded his combine for a newer 
model, and now trades up nearly every year. Without the arrangement, Anderson 
claimed, he could not have afforded the larger, quality combine he now owns.
 Currently, Parker owns the majority of the equipment used by the pair. His 
contributed pieces include a combine, three large tractors, two twelve-row 
planters, and a sprayer. Anderson contributes a combine, a small tractor, and 
two trucks. Despite the apparent disparity in contribution, Anderson does not 
pay Parker for use of his machinery. In addition to their individual pieces of 

Summary

•	 Two farmers, same town,  
non-adjacent land

•	 Began trading labor for 
machinery use in 1996

•	 Parker owns most 
equipment (combine, three 
tractors, two planters, 
sprayer)

•	 Joint ownership of select 
pieces (V-ripper, water 
semi, grain cart)

•	 50/50 split on maintenance 
and repairs

•	 Purchase inputs jointly

•	 Use Iowa State University 
custom rates to value labor 
to adjust for differential in 
farm sizes

•	 Have expanded acreage 
significantly from 2,000 to 
4,600 acres

•	 Rent some land jointly

•	 No written agreement
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equipment, the producers have jointly purchased a V-ripper, 
a water semi, and a grain cart. They financed these purchases 
through a local dealer, who bills each of them separately for 
half the payment. They equally split all maintenance and 
repair costs on their jointly-owned equipment, but each is 
responsible for these costs on pieces they own individually. 
 They purchase all their inputs jointly, feeling they receive 
better deals as a result. Parker estimates they save between 
15 and 20 percent on seed and chemicals by combining 
their orders. Inputs are billed to them under Parker’s name. 
Anderson pays his share of the cost to Parker when the bill 
is due.

Labor Solution

 This pair farms their land both together and separately. 
During planting, they tend to work the fields individually, 
although it is not necessarily the case that each plants his 
own fields. In recent years, one has started on land east of 
town, the other on land west of town and they have moved 
toward one another, ending in the same field on the last 
day of planting. They harvest jointly due to the amount of 
equipment and people required in the field at any one time. 
Working together has allowed them to forgo some of the 
cost of hiring extra help, although they do hire seasonal help 
during harvest, usually local retirees and Anderson’s stepson. 
Despite the fact that they work together, the need for 
outside help has increased somewhat over the years because 
the number of acres they farm has more than doubled. They 
have considered hiring someone to run their sprayer, but 
mentioned that it has been hard to find a careful operator.
 Anderson also provides some labor to Parker’s cattle 
operation when needed. To make up for the difference in 
their acres, Parker, who has the larger share, compensates 
Anderson for his time on the extra acres. They use the Iowa 
State University custom rate to value their labor on a per 
acre basis. Parker keeps yield records for their operation and 
Parker’s wife does their bookkeeping.

Benefits and Difficulties

 Anderson and Parker are very pleased with their sharing 
arrangement. Working together, they have not only solved 
their respective labor and machinery problems, but have 
expanded their operations well beyond the level that they 
believe they could have achieved individually. In fact, they 
have nearly reached their goal of farming 5,000 acres. 
Purchasing inputs together has provided cost savings and, 

they felt, their larger volume purchases resulted in improved 
service from their dealers.
 They described some of the biggest benefits of their 
partnership as having “someone to share ideas with,” “to get 
a second opinion from” and “to fall back on.” For example, 
even though they market their crops separately, they 
routinely discuss marketing strategies. As Anderson put it, 
“Two heads are better than one.” Anderson also reported 
feeling more relaxed now because the partnership has eased 
some of the stress and financial risk he faced when working 
alone.
 Neither have children they foresee bringing into their 
farming operations. They suggested they would consider 
bringing another partner into the arrangement, but 
that it “would have to be the right person,” adding that 
finding someone with a compatible personality would 
be the most important factor in the decision. They have 
no plan for dissolving their arrangement, should it be 
necessary. However, they did not feel it would be difficult to 
disentangle their operations, since most of the equipment 
is individually owned. The most difficult issue would be 
dividing up the land they rent together.

Concluding Remarks

 Anderson and Parker attribute their success to having 
a similar work ethic and similar views about how things 
should be done on their farms. They talk everyday and spend 
much of their time together, making decisions about their 
operations jointly. They view one another as equal partners 
and seem to easily maintain a sense of balance. As Parker 
explained, “You don’t ask somebody to do something that 
you wouldn’t do yourself.”
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Bennett, Nelson, and Taylor*

Background

 Thinking they could reduce their equipment costs and operate more efficiently, 
three good friends, Ralph Bennett, Fred Nelson, and Marvin Taylor, decided 
to begin farming together in 1996. Each farmed about 1,200 acres of corn and 
soybeans within about an eight-mile stretch. While they enjoyed the camaraderie 
of working together, they faced a variety of differences they could not overcome. 
Their partnership dissolved in 1998. Two of the three are no longer farming. 

Motivations

 Bennett, Nelson, and Taylor had heard about other successful machinery 
partnerships and liked the idea. First, they saw benefits from sharing labor, 
especially from having extra help for planting and harvesting. Bennett worked 
full-time off-farm, as did his wife. He hired his brother to help him during the 
fall. Nelson owned a trucking company and had a small livestock operation in 
addition to his cropland. He had help from his wife and his father, but did not feel 
he could afford to hire outside labor. Taylor farmed full-time and his wife worked 
full-time off the farm. His only other source of labor was occasional help from his 
son. Like Nelson, he did not feel he could afford to hire extra help.
 Second, they saw potential for reducing their machinery costs by jointly 
owning larger equipment and eliminating their duplicate pieces. By combining 
their resources, they could afford newer, larger equipment that would cover 
their combined acres faster and at a much lower cost per acre. Finally, as friends, 
they were looking forward to working with one another. The three producers 
put together a written outline of how their arrangement would work, but did 
not involve an outside party in drafting a more formal agreement. Nor did they 
share any of their financial data in advance or create a business plan for their 
arrangement. Because they were friends, they assumed they would be able to work 
through any problems that arose.

Machinery

 In the winter of 1996, before they began operating as a group, each sold their 
combines and planters. They jointly leased a new 16-row planter and a new John 
Deere 9620 combine with an eight-row cornhead and a 30-foot grain platform. 
Bennett traded his four-wheel drive tractor for a lease on a large 300 horsepower 
tractor that he supplied to the group. This tractor was used primarily for tillage. 
Since he owned a trucking company, Nelson contributed semis to the group. 
Taylor provided the tractor he owned to the group for use with the planter. 
These contributions were viewed as equal shares. The combine was leased with a 
maintenance agreement, which they felt would “help keep them in the field.” In 
contrast, each was personally responsible for repairs to any pieces of machinery 
owned individually although contributed for use to the group.
 They purchased fuel in bulk and stored it on Nelson’s farm. Nelson had a 

Summary

•	 Three friends 

•	 Sold individually-owned 
combines and planters 

•	 Jointly leased a new 
combine and planter; 
complementary pieces 
contributed to the group

•	 Combined 3,100 acres

•	 Each contributed labor, 
farmed together during 
planting and harvest

•	 No written agreement

•	 Dissolved after two years

* This case study is based 
on an interview with only 
one of the three members, 
Ralph Bennett.
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10,000 gallon in-ground tank that allowed them to buy semi 
loads of fuel, saving an estimated 25 cents per gallon. Each 
had transfer tanks on their trucks and meters so they could 
track fuel costs on a per field basis.

Labor

 In addition to sharing equipment, an important part of 
the group’s agreement was shared labor. Going into the 
arrangement, they thought they shared a similar work ethic 
and views toward farming. They did not track hours and did 
not compensate one another for their time. As mentioned 
above, in addition to Bennett, Nelson, and Taylor, Nelson’s 
father and Taylor’s son also helped during busy times. 
Neither was paid for their time. Bennett hired his brother 
to complete fall tillage on his land while he worked with 
the others harvesting. Because of his full-time off-farm job, 
Bennett had limited time off during harvest. Hiring his 
brother was the only way he felt he could complete both his 
harvest and fall tillage before he needed to return to his job 
in town.

Benefits and Difficulties

 Unfortunately, this sharing agreement encountered more 
difficulties than benefits. However, there were a few things 
Bennett felt had worked well. They were able to save money 
on fuel by buying in bulk. Another bright spot Bennett 
noted was the experience of having someone to work with. 
“You know the camaraderie, we did have that. That was a 
high point.”
 One of the first problems in their arrangement arose from 
differences in work hours. Bennett was an early riser who 
preferred to be in the field by sunrise. Taylor, in contrast, 
felt that machinery performed better once the dew had 
dried from the crop. Nelson could not begin work in the 
field until he finished his livestock chores and maintenance 
on the trucks in his trucking operation; however, he did 
not mind working late into the night. While staggered 
schedules might have been a benefit, allowing the group 
to keep the combine running longer each day, additional 
factors prevented this from happening. For example, Taylor’s 
opinion about when to start was more a philosophy of farm 
practice than a simple issue of what time to start work. In 
addition, Nelson would not allow the others, even his own 
father, to work in his fields unless he was present. Bennett 
guessed this was partly because Nelson feared his landlords 
would not approve, but in fact, this rule held with all his 

land, that which he rented as well as that which he owned.
 They also had trouble deciding which fields to work 
due to their concern about landlords’ perceptions. Even 
though much of their rented land was cash rented, they felt 
appearances were important and were anxious that their 
landlords see them as timely. They tended to work one field 
at a time and had difficulty moving between fields. This 
delayed any fall tillage until the entire harvest was complete, 
with the exception that Bennett separately hired brother to 
till his land so that he could return to work when harvest 
was over. Unfortunately, Nelson and Taylor still needed to 
complete their fall field work and the fact that Bennett was 
not available to help created some resentment.
 These scheduling problems and their lack of coordination 
contributed to the group’s inability to get through their first 
harvest together with the one combine they had leased. 
They were forced to bear the unexpected expense of hiring 
a neighbor who had finished his harvest to help them 
complete the job. Maintenance and repair costs also became 
a point of contention. During planting, Taylor’s tractor 
broke down in the field. Under their agreement, Taylor 
was solely responsible for the cost of repairs, so he chose to 
perform the work himself instead of hiring help to fix the 
problem. While Taylor did not mind taking three days out 
of planting to fix his tractor, the lost planting days frustrated 
Bennett and Nelson.

Dissolution

 The combination of these various disagreements 
eventually led to what Bennett described as the group’s 
“explosion.” The breaking point came in 1998. Taylor, 
who was in charge of scheduling a combine for harvest, 
had not begun to make arrangements for the lease when 
the group met in August. To make matters worse, he was 
not sure if he would get around to it in the next couple 
of weeks. Frustrated with the lack of initiative, Bennett 
recalled, “I said I can get my own combine. It can be done 
by the end of the day. Within an hour, I said, I can have a 
combine lined up and I can do my own harvest if you guys 
can’t make a decision.” When Nelson and Taylor did not 
respond, Bennett arranged to lease a combine on his own 
and withdrew from the group agreement. Nelson and Taylor 
eventually leased a combine for the two of them and went 
ahead with harvest together, but ended their relationship at 
the end of the season. Luckily, with three local implement 
dealers and a strong market for machinery at the time, 
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they were able to get out of their leases fairly easily. Taylor 
continues to farm, but after one more season on their own, 
Bennett and Nelson both rented out their land and quit 
farming. While they continue to speak civilly with one 
another, unfortunately their good friendship ended when 
their sharing arrangement did.

Concluding Remarks

 Several factors contributed to the group’s downfall. None 
of these factors, taken individually, would probably have 
been enough to cause their breakup, but the combination 
was overwhelming and far outweighed any benefits of 
working cooperatively.
 Among the more important factors were basic 
philosophical differences about: (1) how to farm; (2) work 
ethic, including timeliness in the field and timeliness in 
making important decisions; and (3) the responsibility of 
individual members to consider the wellbeing of the group. 
While Bennett, Nelson, and Taylor did not realize they held 
conflicting views regarding these factors at the outset, in the 
end, these basic differences made it impossible for them to 
operate effectively as a group.
 Another factor that compounded their disagreements was 
the fact that their individual operations were not financially 
sound going into their agreement. In addition, the years they 
worked together, 1996 through 1998, were not particularly 
good crop years, and they were paying relatively high cash 
rents, ranging from $160 to $180 per acre. Bennett admitted 
that working together made it more difficult to acknowledge 
financial strain and to make adjustments in costs that they 
might have made individually. “Whether the year crop-
wise was good or bad, it still was something that we weren’t 
able to adjust to as maybe we could have individually. 
Individually we would have made those decisions and said 
okay we don’t do this, this, or this. We have to institute 
those cost controls. Those cost controls were harder to 
make and acknowledge with the three of us.” Selling their 
individually owned planters and combines in the first year 
was a related mistake. “We probably shouldn’t have made the 
commitment to machinery leases that [first year]; we should 
probably have tried to work through that first year with 
what we had.” When the group was unable to get through 
harvest with their one leased combine that first year, they 
had nothing to fall back on.
 The group’s concern about their landlords’ perceptions 
also appears to have been a major factor in the group’s 

failure. Not only were they concerned with timeliness, they 
also worried that their landlords might view their sharing 
arrangement as a sign of financial instability. In retrospect, 
Bennett felt that communicating with landlords about who 
was to be involved in the arrangement, how the group would 
function, and why they were working together might have 
solved this problem.
 Finally, it is clear that there was not enough initial 
discussion about how their joint operation would run. The 
members appear to have come into the group with different 
assumptions about: (1) how it would operate, (2) how 
problems would be settled when they arose, (3) the financial 
position of the other group members, and (4) what other 
members expected from the group arrangement. Discussion 
with a third party prior to forming the group might have 
surfaced some of these issues early on and avoided some 
of the misunderstandings that eventually proved fatal to 
the arrangement. At a minimum, a third party could have 
helped to develop a more realistic budget and business plan. 
Despite his ordeal, Bennett remained optimistic about the 
possibilities for sharing arrangements. “You know as I go 
back and reflect on what was done — financial statements, 
budgets for the group, communications, [we had] a stripped 
business approach. Irregardless of personalities, friendships, 
… you never want to approach this and assume anything, 
take things for granted. The devil’s in the details. In 
hindsight, would these work? Absolutely. They do every day.”
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The Spauldings

Background

 The Spauldings, family members who farm corn and soybeans, have developed 
a successful arrangement for pooling their machinery and labor to reduce 
expenses, increase efficiency, and provide economic support for younger family 
members starting farms of their own. Their current collaboration evolved from an 
initial partnership between two brothers, Don and Darrell, who began farming 
rented land together using their father’s machinery while Darrell, the younger, 
was still in high school. After college, Don returned to farm with his father, 
John. Darrell worked off-farm as a school teacher, but did rent 345 acres from his 
father-in-law, which he farmed using John’s equipment. When John retired and 
passed his farm on to both sons, “it seemed logical” for the two brothers to work 
together, Darrell recalled. As the brothers have expanded their operations and 
raised families of their own, they have each brought a son into their cooperative 
effort. Don’s son Andrew farms full-time, while Darrell’s son Neil runs an 
agriculture-related business in addition to farming. These four comprise the core 
members of the group. In addition, John, Darrell’s father-in-law, Don and Darrell’s 
younger brother, and Don’s son-in-law, Mark, all contribute labor and some land 
to the group, but are not involved in group decision-making.

Motivations

 It is very common for two family members — a father and son or two brothers, 
for example — to farm together, sharing equipment and labor, as Don and Darrell 
have done for years. This type of arrangement is not typically considered a “group”, 
but rather just one type of family farm. However, when Don and Darrell’s sons 
decided to rent land and begin farming, they saw the potential for their sharing 
arrangement to help their sons make the transition into farming without a lot 
of cash upfront. Once Andrew and Neil entered the sharing arrangement, it 
became more complex, and has taken on more formal qualities seen in sharing 
arrangements between non-related producers.
 For the first two years, Andrew and Neil traded labor for use of their fathers’ 
equipment, making no contribution to machinery payments. This allowed them to 
build up some savings before taking on more financial responsibility in the group. 
As Darrell observed about beginning farmers like his son and nephew, “You have 
to get the cash flowing in and you also got to live.” Their transitional approach 
allows for just that.
 This past year, Don’s son-in-law, Mark, rented a farm as well. Mark works full-
time in town, and having not grown up on a farm, is not particularly comfortable 
operating farm machinery. Until he gains more experience and can contribute 
more labor, he has offered to pay a rental rate to the group to farm his land. In 
keeping with their commitment to helping the next generation, Don and Darrell 
planned to set this rate very low, at $20 to $25 an acre.

Summary

•	 All relatives

•	 Began with partnership 
between two brothers  
(20+ years ago)

•	 Beginning sons have two 
year grace period from 
capital contributions 

•	 Group currently leases a 
planter, two combines, and 
a sprayer jointly

•	 They trade every year

•	 Use a balance sheet 
system to track individual 
investments and determine 
“fair” payments

•	 Do not track hours 
contributed 

•	 Farm all land as a group 

•	 Purchase inputs jointly
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Equipment Solution

 In the initial years, Don and Darrell jointly leased 
planters, combines, and sprayers and divided the lease 
payments between them on a per acre basis. Typically, 
they traded these every year for one-year-old pieces of 
equipment. However, once Andrew and Neil joined the 
cooperative effort, they found that keeping track of who 
owned what percentage of each piece of equipment was 
too complicated. To address this problem, the group has 
begun coordinating individual purchases of equipment to 
be used by the group. For example, Don may buy a planter 
and Darrell, a sprayer. They use a balance sheet system 
to track their individual investments in equipment. They 
take inventory and agree on a value of all equipment used 
by the group. Each member’s expected contribution is 
calculated by multiplying their share of the group’s acres 
times this total value. For example, if Don’s land accounts 
for 40 percent of the group’s acres and their total equipment 
value is $300,000, Don would be expected to contribute 
$120,000 worth of equipment to the group. Consistent with 
their strategy of contributing individually-owned pieces of 
equipment instead of pursuing joint ownership, the group 
is moving toward individual financing of equipment as well. 
Don and Darrell have some joint credit, but for the most 
part they have found it simpler to maintain individual loans 
for equipment. They each have their own operating and land 
loans.
 Fuel costs are divided on a per acre basis and are paid 
once a year. The group has begun tracking repairs and 
maintenance costs, but to date have paid them individually 
as the need arises.

Between them, group members also own a bulldozer, 
backhoe, trackhoe, and a tile plow. The group uses this 
additional equipment to make valuable improvements to 
farms they rent. They do charge landlords for this work, but 
less than the going rate, and use this money to cover repairs. 
For tile work, the landlord pays for materials only. They felt 
this added ability to make improvements at a reduced rate 
has made the group more attractive to landlords.

Labor Solution

 The Spauldings do not keep track of their contributed 
hours and are not directly compensated for their time. 
Although Darrell tends to run the sprayer more than 
anyone else, and Don and Andrew often handle much 
of the planting in the spring, each of the group members 
can operate all of the machinery. During harvest, they 
receive extra help running the combines from John and 
Darrell’s father-in-law, who trades his time for use of the 
group’s harvesting equipment. During busier times, they 
also hire their younger brother and a retired farmer with 
a commercial driver’s license. Group members do bring 
complementary skills and interests to the group. Don 
has a Master’s degree in agronomy and is a certified crop 
consultant, while Darrell teaches computer and mapping 
classes to other farmers.

Farming Operation

 The land the Spaulding family farms spans approximately 
40 miles. They plant, spray, and harvest as a group, moving 
equipment as needed between their farms. Given the 
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distance between their farms, there is some variation in land 
type and weather patterns that can affect the timing of their 
field operations. Generally, they work fields as they are ready.
 Each member selects the seed varieties and hybrids to 
be grown on his land with some consideration for distance 
between the farms when choosing varieties. However, 
they place orders as a group. As a result of their volume 
purchases, they receive several bags of free seed each year 
from their dealers.
 Group members currently grow three corn hybrids that 
require segregation. Don and Darrell grow a food grade 
corn, Andrew raises waxy corn, and the third variety is used 
for birdseed. They also grow seed soybeans. They indicated 
that they did need to agree on common planting and tillage 
practices to make contracting the food grade corn feasible. 
Each spring, they separate and palletize the seed by farm 
before planting to save time and avoid mistakes.
 They jointly purchase chemicals and settle up at the 
end of the year. Whichever member purchases the seed or 
chemical is reimbursed interest as well as the cost of the 
input.

Benefits and Difficulties

 Working together has provided a number of benefits 
for the Spaulding family. They believe that pooling their 
individually-owned machinery and spreading it over more 
acres, significantly reduce equipment costs, especially for the 
next generation entering farming. They are able to afford 
newer and near top-of-the-line equipment with beneficial 
features such as GPS yield mapping. As a group they have 
more cash reserves, enabling them to take advantage of 

opportunities to purchase or rent land when it becomes 
available. By pooling their labor, Darrell explained they 
avoid “being out there alone.” At the same time they have 
reduced the amount of hired help needed. Operating as part 
of a group also provides individual members some security 
that their farm would be taken care of in the event that 
something happened to them.
 Besides equipment and labor sharing, the group jointly 
purchases chemicals and seed. Given the quantity of inputs 
they buy, they have received a three-dollar-an-acre rebate on 
chemicals and typically receive several bags of free seed. The 
Spauldings feel their higher volume purchases allow them 
to bargain for lower input costs and has resulted in better 
treatment from their machinery dealer and local elevators. 
For example, last harvest the local elevator remained open 
an extra hour to receive a load of grain from the group.
 One issue the group is currently facing is how to handle 
labor contributions from members who have off-farm 
employment. Mark is currently paying $20 to $25 an acre 
rent to help compensate for his reduced labor contribution. 
To date, Neil has not paid a similar fee, but his business is 
growing. Since the busy time for both operations coincide, 
contributing his share of hours to the farming operation in 
the spring and fall is increasingly difficult for him. Although 
aware of the problem, the group has not yet devised a 
solution.

Concluding Remarks

 The Spauldings’ cooperative arrangement evolved from a 
relatively loose partnership between two brothers who saw 
an expanded sharing arrangement as a way to bring the next 
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generation into farming. Today, the group’s size creates a 
more complex structure and has required group members 
to adapt their practices to suit the needs of the group. The 
high level of trust and accountability among group members 
needed to sustain this type of arrangement comes largely 
from the fact they are members of the same extended family.
 There are a number of factors that have contributed to 
the success of this group. The members are flexible in the 
scheduling of field operations. Having land spread across 
40 miles appears to make agreement about scheduling field 
work easier. The number of individuals involved, differences 
in field conditions across the area farmed, and the ability to 
put together enough equipment and labor to finish quickly 
in those areas where field conditions are right make it 
desirable to schedule work according to conditions rather 
than according to some arbitrary rotation schedule. This 
result is only possible if there is a strong sense of unity 
among members coupled with a willingness to be flexible 
about when the work is done.
 Another key factor for success is the constant pursuit of 
fairness with regard to equipment and labor contributions 
from individual members of the group. Given the size of the 
group, the yearly changes in individual acreage, individually-
owned equipment shared by the group, and jointly-owned 
equipment shared by the group, it is difficult to precisely 
account for what each member’s “fair share” of expenses 
should be. This problem is further compounded by the 
presence of members in the group who provide varying 
hours of labor throughout the year. While the group has 
implemented a common balance sheet system to account for 
equipment contributions, such a system, given their size and 

complexity, is never perfect. Regardless of likely inequalities 
that arise and change from year to year, there is a sense 
among the group that the arrangement is fundamentally 
beneficial and fair. There appears to be an expectation that if 
inequalities become too large, the group would modify their 
agreement to account for them. Their current discussion as 
to whether they should charge a fee to members providing a 
significantly lesser share of labor shows how such problems 
are identified and addressed.
 The extent of what this group views as “fair” goes beyond 
what might be present in a group that is not related. The way 
the group handles the entrance of younger members into the 
operation is the prime example. The more senior members 
believe that it is not only fair, but necessary, to grant new 
entrants a two-year grace period from contributing their 
share towards equipment expenses until they get established 
within the group. If this belief was not commonly held 
among all members, there would be potential conflicts. 
However, some limits are placed on how far the group will 
go to accommodate younger entrants. The concern about 
off-farm employment demonstrates the kinds of limits that 
may be applied.
 The Spauldings’ arrangement yields real financial benefits 
despite its imperfections and the added complications 
of operating jointly. The group has been able to reduce 
equipment costs, operate more efficiently, take advantage of 
the benefits of purchasing inputs in bulk quantities, free up 
cash to purchase or rent additional land, and reduce the need 
for hired labor. And, perhaps most importantly, they have 
created a way to bring the next generation into farming.
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Progressive Farmers, LLC

Background

 In 1999, four farmers in Northwest Iowa joined together to form Progressive 
Farmers, LLC. Their vision was to share all operating and machinery costs on a 
per acre basis and to farm their land as a single unit. By pooling their labor and 
jointly buying equipment, the group members expected to reduce their overall 
operating costs while gaining access to newer, larger machinery and the latest 
technology. The idea began with Seth King, who at the time was gradually taking 
over his father-in-law’s farm. King approached Harold Green, another farmer in 
the county, to discuss the idea of sharing. Together they recruited two other local 
farmers, Alan Bradley and Roger Ritter, who were interested in forming a group 
to share equipment and labor. These four initial members drafted a set of bylaws 
and hired a lawyer to formally establish Progressive Farmers, LLC.

Motivations

 The members of Progressive Farmers describe their motivation for working 
together in the following written statement:

“We believe that the new millennium will bring many drastic and rapid 
changes to the grain farming side of agriculture. It is obvious that the size 
of farming operations is and will continue to grow. Equipment will become 
more and more sophisticated. Better use of global positioning will result in 
variable rate planting and variable rate fertilizing thus lowering costs. With 
Bt corn and Roundup Ready soybeans, we are just seeing the tip of the 
iceberg in crop genetics. Chemicals will be developed to match a specific 
variety of grain and there may be a whole new way of applying them. 
Computers and software will be just as important as a tractor. Growers will 
be competing for contracts from feed, ethanol, cereal, pharmaceutical, and 
other companies for raising a specific-use grain. Keeping up with these 
changes will be a real challenge for some of us. To be committed, it will 
take a large investment in time and money.
 One of the main reasons for the rapid growth is efficiency. We 
believe that there are several options for us small- to medium-sized 
operations. One is to keep plugging along with our older machinery, and 
hope to be profitable enough to update occasionally. Another less attractive 
alternative is to sell our machinery and rent our farms to someone else. 
The option that looks the best to us is to form a farming cooperative where 
machinery and labor is shared. For years people have been saying that this 
will not work because farmers will not cooperate with each other, but we 
think it will work because of the people.”

 The group felt that working together would help them achieve four stated goals: 
(1) lower production costs, (2) become more efficient, (3) increase productivity, 
and (4) increase profitability.

Summary

•	 Four farmers formed an 
LLC to share operating & 
machinery costs

•	 Operating eight years

•	 LLC incurs debt for 
machinery purchase or 
lease

•	 Jointly own or lease full line 
of equipment

•	 Members contribute on a 
per acre basis, farm as one 
unit

•	 More formalized field 
rotation

•	 Each contributes labor, 
valued at the same rate 
regardless of task
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Equipment

 Sharing equipment was an essential step toward achieving 
the group’s goals. Sharing allows Progressive Farmers to 
spread machine costs over more acres, lower repair bills, 
afford current technology like GPS, and update their 
equipment more often and more economically.
 Since each member’s machinery was relatively outdated 
when they began working as a group, they decided to start 
new with their jointly-owned equipment. They sold some 
of their pieces individually, or kept some pieces, particularly 
those most useful in their livestock operations. Progressive 
Farmers purchased some pieces of equipment from group 
members and used these to trade. For example, the LLC 
bought combines from Green and Bradley. The LLC leased 
a full line of machinery for the group’s use. If they needed 
additional capacity, the LLC rented equipment from 
individual members. In the first year, as they were learning 
about their equipment needs, the LLC rented a light tractor 
from King for use by the group. More recently, the group 
has taken advantage of favorable buy-out provisions on their 
leases and low interest rates to purchase all of their machinery.
 The LLC pays for repairs and maintenance of the 
equipment. Initially, the group simply divided all costs 
and ownership on a per acre basis. While this setup works 
well for inputs, labor, and leased equipment, it is more 
complicated for equipment ownership. Since acreage for 
individual members can vary from year to year, adjusting 
ownership basis and depreciation for tax purposes is not 
straightforward. The group employs a CPA to handle 
the LLC’s taxes and prepare financial statements. At his 
suggestion, the group agreed to own equal shares in all 
equipment by making equal down payments for a small 
percentage of the equipment value. Typically, the combined 
group puts in 10 percent of the purchase price for the 
down payment on a piece of machinery and finances the 
remainder. Contributions for loan payments are still based 
on acreage shares. Thus most of the value of the equipment 
is paid on a per acre basis.
 Group members noted several benefits from their 
equipment sharing arrangement. Operating individually, 
none of the members could have afforded the superior 
quality and technological features (i.e., GPS mapping 
software) of the machinery they own as a group. They have 
also achieved some cost savings. In particular, the group has 
seen a large decline in their spraying costs as they can spread 
the machine cost over more acres and avoid the expense of 

hiring custom sprayers. They felt they had received better 
service and possibly better pricing from equipment dealers 
as a collective group relative to when they operated on their 
own. For example, when the group encountered problems 
with a new combine, the combine’s manufacturer sent two 
engineers to work with the members of Progressive Farmers 
to resolve the problems. Later, the manufacturer and dealer 
sent representatives to solicit information from the group 
regarding potential improvements to the combine.

Labor

 Progressive Farmers members work together to plant, 
spray, and harvest their individually-owned land as one 
unit. Members keep a record of their hours contributed 
and meet periodically to “settle up” differences in hours. 
They total the number of hours worked and calculate each 
member’s expected share based on his percentage share of 
the total acres farmed. For example, if one member owns 
20 percent of the total acres farmed by the group, he would 
be expected to contribute 20 percent of the total hours 
worked. If he falls short, he pays in. If his hours exceed his 
expected contribution, he receives a payment from the other 
members. Since the Progressive Farmers, LLC employs no 
labor, members currently pay one another directly rather 
than making payments to the LLC. The hourly rate for 
their labor is $15, while any hired help is paid $10 to $12 
per hour. Because they wanted each member to commit 
a fair share of labor, the rates for members’ hours were 
purposely set higher than the going rate for hired labor. 
As the going rate has increased over time, the group has 
considered increasing their compensation rate from $15 
to $20 to reflect the importance they place on having 
skilled labor contributing to the operation. They make no 
distinction between tasks when valuing their labor. For 
example, one hour of spraying is paid the same as one hour 
of bookkeeping.
 Progressive Farmers members tend not to specialize 
in certain tasks or in the operation of particular pieces of 
machinery. Instead, they find it beneficial for all members 
to be able to operate each piece of equipment. Even though 
this requires more time and effort from each member and at 
times may result in some members doing tasks they dislike, 
it increases their flexibility as individuals and as a group. The 
exception is King’s responsibility for group recordkeeping 
and some accounting. Individual members keep time sheets 
themselves, but King tracks income and expenses and pays 
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bills for the group. He maintains a small capital fund to 
handle routine expenses funded by money collected from 
the other members on a periodic basis. He keeps the records 
using Quicken accounting software and generates monthly 
summary reports for all members. The hours King spends 
on these activities are billed to the group. The information 
King provides to the group is an added benefit according to 
Green, allowing him to track his own costs more accurately 
and efficiently than he had when working independently.

Farming Operation

 The original four Progressive Farmers members jointly 
farmed approximately 2,800 acres, split fairly even among 
the four. There was a 150-acre difference between the 
member farming the most acres and the member farming 
the fewest acres. While their land was not adjacent, it did 
have a general north-south orientation. Initially, the group 
began planting corn in the north working southward. They 
would then retrace their path from south to north when 
planting soybeans. While this approach seemed efficient, 
they felt it gave the farmland in the middle an unfair 
advantage. Now the group uses a circular planting scheme 
and rotates the starting point each year. During harvest, the 
group combines fields as they are ready while making sure 
that they harvest some of each member’s land as they go, not 
leaving any one member’s land for last. Unlike some other 
equipment sharing arrangements, group members do not 
pay an hourly rate for use of the equipment. Instead, they 
have agreed on a reasonable amount of use for each piece 
of machinery, for example, one pass for the planter and two 
passes for the sprayer in a given season. If a member requires 

additional use, as for replanting fields or additional spraying, 
he pays an extra charge to the LLC. 
 Before they began working together, only one member 
had hired a crop scout to gather data on crop conditions. 
Now, all members use the same crop scout. This is especially 
helpful for making group decisions about which fields to 
spray and when to spray.
 Although they basically treat their land as one large 
farm, each member chooses the crop hybrids and varieties 
to plant on his acres. The members recognize the potential 
advantages to making these decisions jointly, such as 
avoiding equipment clean-out and coordinating timing in 
maturities, but they admitted that their individual loyalties 
to seed and chemical dealers prevented this from happening. 
They mostly use the same herbicide for corn and plant 
Roundup Ready soybeans, so they can move easily between 
fields when spraying.

Group Dynamics

 When group decisions need to be made, each member 
of Progressive Farmers has an equal voice. In other words, 
members with more land do not have greater say in group 
decisions. While their “majority rules” voting arrangement 
might lead to disagreements and resentment among 
members, the members work hard to reach consensus. King 
described some of the challenges the group had to overcome 
in order to work effectively:
 “The first problem was going to be agreeing on 
machinery. I didn’t think that would be a big deal but it was. 
Track vehicles versus wheels. We had some good sessions 
on that and they were healthy discussions. They weren’t 
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threatening discussions, but I didn’t realize that it was 
going to be that much of an issue.” Different work habits of 
group members needed to be recognized. King continued, 
“I’m fairly organized and Harold runs a little looser and 
Alan is methodical… you know we are all different in our 
personalities and in some ways that has been good.” In the 
end, flexibility is key to the group’s success. “There’s a good 
amount of give and take. We all respect that and we know 
that we are not going to win them all,” King said.
 Since the initial formation of Progressive Farmers, the 
membership has undergone some changes. One year after 
forming, a fifth member joined the group. This member 
left the group after two years when the land he had rented 
was sold, forcing him to quit farming. The group did not 
note any problems handling his exit since he contributed 
relatively few acres and at the time, the group was leasing 
all their equipment. Then in 2003, Ritter, one of the original 
partners significantly expanded his livestock operation 
and decided to leave the group in part because he could 
no longer contribute his share of labor to the group and 
also because he was less flexible than the others. The group 
did not have a specified agreement in place to handle the 
situation, so they negotiated a way for Ritter to exit. The 
members took a complete inventory of all equipment and 
each party made an estimate of the market value so that 
they could split the balances and buy out Ritter’s share. 
This approach required a good deal of negotiation, and 
they discussed and agreed upon a value for each piece of 
machinery. Once they came to a consensus for the value 
of Ritter’s share, he agreed to a combination of cash and 
custom harvesting for his share of the jointly owned and 
leased equipment. This agreement was mutually beneficial in 
that the labor portion of custom harvesting was not a direct 
cash expense for Progressive Farmers and Ritter would 
receive the harvesting services he needed below custom 
rate market cost. However, the agreement was never fully 
executed. Remaining Progressive Farmers members started 
to harvest Ritter’s acres in accordance with the agreement. 
After combining 20 acres, Ritter informed them that he had 
purchased a combine and would take care of the remaining 
harvest. This was done at his option and no further cash 
payout was made.

Concluding Remarks

 King, Green, and Bradley agree that their joint operation 
and equipment ownership has made their operations more 

successful. They feel the benefits of cooperative labor, 
modern equipment, and decreased spraying costs outweigh 
the diminished flexibility of operating as a group. The 
group offered Bradley, who is in his early 60s, a solution 
to his problem of replacing outdated equipment so near 
to retirement. Participating in the group has allowed 
King to significantly expand his livestock operation, thus 
diversifying his cash flow and risk exposure, while avoiding 
hiring additional help to cover his grain operation. King 
also felt the group offered him some protection against 
the unexpected loss of leased land due to sale or leasing to 
another party. Operating as an individual, with expensive 
and perhaps already underutilized equipment, and loss of 
rented acres can threaten a farmer’s solvency. In a group, 
this impact is blunted especially if other members have 
opportunities to rent more land.
 After the loss of Ritter, Progressive Farmers are currently 
over–equipped. Their current equipment capacity could 
easily handle an additional 1,000 acres. Consequently, their 
cost savings have declined. The group believes they could 
reduce their costs by expanding their acreage if additional 
land becomes available for members to rent or if a new 
member can be brought into the LLC. Any potential new 
member must be flexible and accept the group’s goals and 
operating procedures. The most important trait in new 
members is the ability to be flexible and a willingness to be 
a team player. As an incentive to a new member, the group 
is considering offering a reduced rate on the fixed portion 
of the machinery cost for one year. This strategy would 
also allow the group and new member to discover if their 
arrangement is a good fit.
 While there is a feeling that the advantages have 
outweighed the disadvantages, the group has dealt with 
some difficult issues. As mentioned above, handling the 
addition or departure of members can create difficult 
questions for existing members. The choice between 
accepting somewhat higher costs or bringing in an 
additional member is one such issue. Exit of one or more 
members results in the remaining group being over-
equipped. Owning more machine capacity than they can 
use effectively reduces the cost savings from collaboration 
for the remaining members. When a partner wishes to exit, 
establishing a mutually acceptable value for the exiting 
partner’s stake in the operation can be difficult. Thus far, the 
members of Progressive Farmers have managed to make 
these difficult transitions without any formal plan.
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Panhandle Farms

Background

 Panhandle Farms was founded in 1986 by six men who found themselves 
unemployed when the locally-owned elevator for whom they worked sold its 
business to a successful elevator company. When the regional company took 
over the local elevator, it elected to staff the business with its own employees and 
to drop the local elevator’s farm and land management enterprise. Needing to 
find new employment in an area with few job opportunities, the men decided to 
form a partnership and build a farming operation around the land holdings and 
other clients of the orphaned land management activity. One of the men, Carl 
Thompson, served as the farm manager for the local elevator and had gained 
experience in budgeting and working with lenders. Under his leadership, the 
initial six members of the group developed an operating budget for a farming 
partnership and succeeded in obtaining operating credit to start farming under the 
partnership agreement they had developed.
 In 1987 one member of the group decided to seek employment elsewhere. 
Since his interest in the partnership was relatively small, it was easily purchased 
by the five remaining partners. Since then, the membership in the group has 
consisted of the five current members: William Moore; George West; and 
brothers Carl, Warren, and Ted Thompson. Most of the men have college degrees 
and all have at least some post high school training. They operate as a general 
partnership with equal shares in the business and all provide equal amounts of 
labor and capital to the enterprise. 

Group Member Skills and Division of Labor

 A somewhat unique feature of the group is that none of the original six 
partners was an independent farmer at the time the group was formed. Nor 
had any of them had any significant amount of experience as a farm operator. 
Although this would create serious problems under many circumstances, in this 
case each partner possessed many of the necessary skills and required knowledge 
to contribute to the success of the farming partnership.
 Group members have different responsibilities in the operation. Their roles 
for various areas have evolved over time based upon each member’s interest and 
past experience of the individual group members. Carl Thompson had experience 
with budgeting, accounting, marketing, and cropland leasing activities at the local 
elevator. William Moore had knowledge and experience in operating irrigation 
equipment while employed by the elevator. George West had good mechanical 
and machine operator skills. And Ted and Warren Thompson had also developed 
machine operator skills while working for the elevator. Extra responsibilities are 
assumed by those in leadership roles but all members are committed to getting the 
necessary activities done.
 The group hires little or no outside labor. The different skills and knowledge 
of the partners reduces the need to hire from outside. There is also a feeling that 

Summary

•	 Five partners; none have 
farmed independently

•	 Formed an LLC to co-own 
equipment and farm jointly

•	 Operating 20 years

•	 8,400 acres; majority is 
leased

•	 None of the land operated 
is individually owned by a 
partner

•	 Partners jointly own 15 
percent of land operated in 
a separate LLC

•	 Crops are marketed jointly

•	 Members take a “draw” – 
income derived from profits 
of LLC
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share leases, and 66-34 crop share leases. The large number 
of landlords almost guarantees that the land base for the 
operation will change annually. As landlords acquire and 
dispose of land, change lease terms, or allow leases to expire, 
the number of acres farmed by the group changes. As a 
result, the operation has been as large as 10,000 acres and 
at times lower than the current size of 8,400 acres. The size 
of the operation and the way it is organized permits some 
upward or downward flexibility in the number of acres 
operated without much of loss of economic efficiency. This 
flexibility has two advantages. First, it permits the group 
to deal with losing acres that are sold or leased to another 
party without major adverse effects on the group. Second, 
it permits the group to avoid accepting unfavorable lease 
arrangements in order to maintain a minimum number of 
acres.
 Each lease is re-evaluated annually. A decision about 
whether to retain each lease for the next year is made based 
on the lease terms and how well the land performed. If the 
group decides to let the lease go, they may choose to seek 
other property to replace it or simply operate fewer acres. 
Likewise, when opportunities to lease new acres become 
available, the lease terms are evaluated and the group decides 
whether or not to add them.
 Members of the group unanimously felt that their 
business structure gave them an advantage in leasing 
cropland. Over the years the partnership has developed a 
reputation among cash rent landlords for payment reliability 
and paying cash rent early. They also have a reputation for 
not bidding excessive rates for rented acres. While this 
occasionally results in the loss of some acres, they strongly 

hired labor does not perform as well based on the partners’ 
prior experience with the local elevator. They try to complete 
most of the work themselves and hire labor from outside the 
group only when absolutely necessary. Custom operators are 
sometimes used when there is need for additional harvest 
machines and labor.

Land Base Operated by the Group

 Unlike many of the equipment sharing groups 
interviewed, the vast majority of the land farmed by 
Panhandle Farms is leased rather than owned. Individual 
members do not hold direct title to any of the land the 
partnership farms. The small fraction of land the partners 
do own is held in a separate LLC that leases land to the 
partnership. Thus, neither the individual partners nor the 
partnership itself hold direct title to any of the land farmed. 
Furthermore, none of the land farmed by the partnership is 
leased by any individual member. All land is leased in the 
name of the partnership and all partners share equally in the 
proceeds from all tracts leased. 
 The group currently operates a total of 8,400 acres of 
dryland and irrigated crop land. The operation extends 
approximately 60 miles north and south and 40 miles east 
and west. Only about 15 percent of the total land leased and 
operated is owned by the group’s land LLC. Currently, the 
land group LLC owns only about 960 irrigated acres and 
320 dryland acres. The remaining 85 percent of the land 
operated is leased from others.
 Panhandle Farms currently leases land from 
approximately 17 landlords using several different types of 
leases, including the standard cash rent lease, 60-40 crop 
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believe that it is the best approach to cash renting land.
The group also felt that their structure was well positioned 
in the crop share lease market. Crop share landlords have a 
vested interest in timely and effective cropping operations. 
They believe that their ability to till, plant, and harvest in 
a timely fashion has increased the number of crop share 
leases they have been able to obtain. The crop share leases 
are more desirable because they have lower operating capital 
requirements per acre and carry less financial risk for the 
operation compared to cash rent leases.
 Members also noted that the size and strength of the 
partnership’s balance sheet has been an advantage with 
landlords. This is especially true in the case of landlords who 
are not local and not well acquainted with farm operators 
in the area. The group has authorized its lender to discuss 
the financial position of the partnership with potential 
landlords and real estate agents representing landlords. The 
group believes that their willingness to be open and provide 
financial transparency gains landlord confidence that more 
traditional tenants may not be willing or able to gain.

Equipment Base for the Group

 Nearly all of the equipment used by the partnership is 
owned rather than leased. Group members have a strong 
bias toward ownership and maintaining a relationship with 
dealers for heavy engine and combine repairs. Routine 
maintenance, replacement of worn parts, and less specialized 
repairs are done in Panhandle Farms’ shop. Since members 
of the group come to work on a daily basis year round, 
there is adequate time for these less technical repairs and 
maintenance activities.

 The group typically leases or rents only when they want 
to evaluate a new technology or novel piece of equipment. 
After the leases’ trial period they decide to either abandon 
the piece of equipment or buy it. In general, there was a 
feeling among the partners that ownership was a superior 
option to equipment leasing. This was in part because they 
felt it would be possible to get along with a depreciated 
piece of equipment in tough times, if necessary. They can 
also use depreciated equipment to fill the gap in the short 
time when their acres increase or decrease.
 The group believes costs for equipment leases are usually 
at least as much as what would be incurred if the item were 
purchased. Members were also frustrated by limits on the 
number of hours a piece of equipment could be operated 
without a penalty due to the lease terms. The partners agree 
that ownership offers more flexibility once they have decided 
on a specific set of production practices and the equipment 
these practices require.
 The group evaluates new production practices on an 
experimental basis prior to adoption. While they are not 
among the very first adopters of new practices, they are in a 
position to adopt promising new practices in the early stages. 
If leasing is to be used it would be in the experimental phase 
where new practices are being evaluated.
 Although the group prefers to own rather than lease 
equipment and prefers using only internal labor versus 
hiring outside labor, they depart from these principles on 
occasion. For example, when weather or other factors create 
a need for added harvesting capacity, the group will use 
custom cutters on a limited basis to provide extra machine 
capacity and labor. This strategy allows them to avoid excess 
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for the individual crops grown. They incorporate the timing 
of cash demands for the types of crops grown, the acreage 
of each, anticipated expenses, anticipated prices, and the 
expected yields. Sufficient cash balances are planned to 
permit prompt payment of cash rents as well as other 
production expenses. The cash flow budget is built on a 
monthly basis and then summed to determine the needs for 
the year.
 Such a detailed budget requires a significant amount of 
effort, but it permits greater precision in forecasting cash 
needs for the operation and creates confidence with their 
lender. This practice helps the group accurately forecast its 
credit needs and obtain sufficient credit at the beginning 
of the year. Only once during the 20 years the group has 
been farming, have they needed to request additional credit 
during the year.

Group Input Purchasing Practices and Benefits

 Savings on input purchases and handling was an 
important benefit reported by the group. Since financing for 
the entire operation is centralized, they can shop around for 
the best deal on inputs. The centralized operating credit line 
also allows them to time their purchases to take advantage 
of prepayment and cash discounts when they are favorable. 
Both of these practices tend to reduce per unit costs and 
increase operating margins for the partnership.
 Panhandle Farms also benefits from a sliding scale of 
volume discounts when buying seed. They use efficient bulk 
handling techniques for seed that also reduces seed costs. 
Fuel is purchased by the transport tanker load at discounts 
of 10-15 cents per gallon over standard tank wagon costs 
and stored in fuel facilities owned by the group. They also 
buy liquid fertilizer by the transport tanker load and store 
it in fertilizer tanks owned by the group. The bulk handling 
practices also provide efficiencies at the farm level once 
delivered. The large acreage the partnership farms makes 
bulk handling a win-win proposition for them as well as for 
the vendors.
 Savings in input costs are extended to landlords who 
are willing to sign crop share leases. For volume discounts, 
landlords are simply charged for their share at the volume 
discounted rate. The partners believe this gives them an 
advantage in getting more desirable leased property and in 
making them more attractive to those willing to use crop 
share leases.
 For early purchase or early payment discounts, the process 

machine capacity and labor costs.

Group Organizational Structure

 Panhandle Farms is organized as a general partnership 
with each member holding an equal share. None of the 
partners receive a salary from the partnership. Instead, they 
receive an equal portion of net profit for family living and 
personal expenses. When income taxes are due, an additional 
annual draw is made by each partner to pay the income taxes 
on his share of the partnership’s net profit. Farm program 
payments for each member are not explicitly withdrawn 
from the partnership.
 Cash in excess of what is drawn by the partners for family 
living and personal expenses remains in the business to 
finance growth and retire debt. This policy has permitted the 
partnership to grow at a rate that members agree is healthy 
and at the same time maintain enough equity to allow them 
to be more selective in choosing which growth opportunities 
to undertake. The group has consistently operated at a profit 
over its lifetime. The profits over time have been sufficient 
to permit the partners to draw at the agreed upon level in 
most, if not all, years. Although cash flows from depreciation 
could be used to support the budgeted draws in extremely 
low profit years, the group did not indicate that this had 
occurred.
 The effect over the 20-year life of the partnership has 
been a steady growth in equity. The partnership now has a 
solid financial position that it can use to readily obtain credit 
and present a favorable package to potential landlords.

Financing for the Operation

 Financing for the operation has been obtained as a unit 
since it began 20 years ago. Thus, some of the problems 
associated with bringing together a group of producers with 
different lines of credit, often from different lenders, have 
been avoided. 
 From its inception Panhandle Farms has obtained its 
credit from a single lender. Each year, the group presents a 
cash flow projection to the lender prior to planting season. 
This is used to secure a master note defining the amount 
of credit available. At the beginning the group reported 
that cash flow was very tight, but they managed to generate 
sufficient cash to cover expenses. As the group built equity 
in machinery and hit favorable commodity prices, the cash 
flow situation became less restricted.
 Cash flow projections are detailed and built on budgets 
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involves additional borrowing by the partnership. As a result 
the landlord is charged an interest rate equal to what the 
partnership pays on his share of the input price for early 
payment. Since the partnership has a strong equity base this 
rate is usually favorable. In summary, the partners feel that 
their credit position along with the size and scope of their 
operation is very advantageous in acquiring both purchased 
inputs and desirable leases.

Group Communication and Interactions

 Regular and detailed communication among the partners 
is an important feature of the partnership. The group meets 
on a daily basis at 6:30 a.m. in the shop to plan the day’s 
activities, discuss progress, and make any necessary decisions. 
They meet six days a week throughout the year despite the 
fact that there are no livestock or other enterprises that 
require year round operations. They are strongly committed 
to this practice and partners expressed a sense of pride in 
“showing up” for work every day. One member noted that 
all members of the partnership had been employees and, as 
a consequence, they all had developed regular work habits. 
In his opinion, they were used to working together in 
situations where cooperation was required as a result of their 
experience as employees of the elevator.
 Members felt they were less likely to demand their own 
way than if they had formerly been independent farm 
operators. They felt that it might be more difficult for 
independent producers who have been accustomed to of 
acting independently without consulting others. Regular 
communication and consensus on decisions throughout 
the year contributes to smooth implementation during the 
spring, summer, and fall work periods. One of the partners 
stated, “From the outset everyone has known what has to 
be done and that there was a responsibility to do it.” The 
practice of keeping regular work hours alleviates concerns 
about any of the partners doing his share.”
 There is an unwritten provision for partners to take 
vacation, a week or so during the slower times and shorter 
periods during the busier times. The partners reported little 
or no abuse of this informal agreement thus far. There is 
also a provision for community service. One of the partners 
serves on the board of directors of a local cooperative 
and another partner serves on their Wheat Board. These 
commitments involve travel and time away from the 
operation, but it is accepted that these absences are part of 
the leadership responsibilities of the group and recognized 

that there are benefits to the group for participating actively 
in industry leadership.
 According to the partners there is little or no involvement 
of families in the farming operation. Most of the wives 
have off-farm employment so their focus on the farming 
activity is diminished. Importantly, these off-farm jobs 
provide benefits such as health insurance and retirement 
plans. The wives and other family members may be 
involved in operations occasionally to help with such jobs 
as moving equipment from farm to farm, but there is little 
regular involvement on their part. Partners indicate that 
for the most part other family members have little say 
about operations other than what is discussed informally 
at home. The exception to this is decisions such as land 
purchases when their wives would also bear some financial 
responsibility.

Succession Plans for Exiting Partners

 The group identified succession as a major problem facing 
them in the near future. At this time, three of the five group 
members are over 60 years of age and will retire from the 
partnership over the next several years. None of the partners 
have made specific plans for their children to enter the 
operation.
 A son of one partner who is nearing retirement currently 
works with another producer in the area and may be a 
possible candidate to enter the partnership. However, 
significant amount of cash will be required for any new 
entrant to buy out the equity of an existing member of the 
partnership. The addition of different partners may also 
affect the close knit working relationship currently enjoyed 
among the existing partners.
 The group has just begun to explore the possibilities 
for succession and have not yet arrived at any likely 
solution. There are three major possibilities currently being 
considered: (1) bringing in an additional partner(s) who 
would buy out one or more of the retiring partners, (2) 
downsizing the operation as partners decide to retire and 
liquidating some of the assets to pay out the partner who is 
leaving, (3) some combination of the two where perhaps one 
or two new partner(s) are added to buy out retiring members 
and the operation is downsized to generate cash to buy out 
the other retiring member(s).
 Each of the alternatives has potential problems associated 
with it. Down-sizing enough to buy out all three retiring 
members might reduce the size of the operation to the 
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point where many of the advantages they now enjoy will 
be lost. Locating three new partners who have a strong 
financial position and the willingness to work in a non-
traditional farming operation may be difficult to accomplish 
in a relatively short period of time. Although the third 
option may offer the best results in terms of keeping an 
adequate labor pool and sufficient volume to maintain the 
size advantages the group has enjoyed in the past, it still 
hinges on finding a financially viable partner who has the 
willingness to participate in the operation. 

Concluding Remarks

 Panhandle Farms is rather unique among equipment and 
labor sharing arrangements in the United States. All the 
land operated by this group is leased by the group rather 
than leased or owned by individual members. Although the 
members of the group own about 15 percent of the land 
operated, this land is jointly-owned and held in a separate 
LLC that leases it back to Panhandle Farms. None of the 
members of Panhandle receives crops to market from any 
specific tract they operate. Instead all crops produced are 
jointly marketed. As a result, the members derive their 
income from a draw rather than from selling crops produced 
on individually-owned land. Another factor that makes the 
group unique is the background of the members prior to the 
formation of Panhandle Farms. Although each member had 
developed skills important for running a farming operation 
when working at the local elevator, none of the members 
had farmed on their own prior to forming this partnership. 
 While the group’s structure is quite unique, it has a 

number of advantages. For one, the absence of individually-
owned land eliminates potential conflicts surrounding 
timing of planting, spraying, and harvest. The incentive is to 
conduct field operations when and where the most profit can 
be obtained for the entire operation. All members benefit 
equally from operating in the most efficient way possible. 
Also, marketing crops jointly provides a very large block of 
grain to be offered. This can be attractive to some buyers and 
at times can generate a premium in the market. The group 
has taken full advantage of their size to obtain quantity 
discounts on input purchases. In some other similarly 
sized groups, loyalties to particular brands or dealers have 
prevented this. Finally the group has been able to extend 
some of the purchasing and interest rate advantages to 
potential landlords and gain advantage in the lease market.
 One of the biggest drawbacks to the group’s structure is 
succession. While other sharing arrangements may face a 
similar problem, Panhandle Farm’s succession problem is 
made more difficult by the fact that their agreement is so 
different from the owner operator model and requires all 
activities including marketing to be placed in the hands 
of the group. Potential new partners who are now farming 
and perhaps own land would need to lease their land to 
Panhandle Farms in order to enter the group as a partner.
 This runs counter to the experience and expectations of 
many existing producers who might otherwise be potential 
partners. Although the arrangement may make it easier 
to bring in sons, daughters, or sons-in-law who do not 
currently hold or rent land, it makes it more difficult to 
bring in outsiders who are now farming on their own.  
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Lakeside Machinery Cooperative

Background

 In 1970, seven farming families confronted with the common challenges of 
depressed grain prices and surging machinery costs in Saskatchewan, Canada, 
joined to form Lakeside Machinery Cooperative. Their goal was to pool their 
labor and equipment in order to reduce their machinery costs and improve their 
overall efficiency in the field.  Now operated by six second generation partners, 
Lakeside Machinery Cooperative has evolved into a multimillion dollar venture 
with a diversified set of subsidiaries including Lakeside Seed Ltd., Lakeside 
Processors Ltd., and Lakeside Pulse and Special Crops Ltd.
 Lakeside Cooperative is a legal entity with asset holdings. Members of the 
cooperative individually own or rent land, but they farm their land jointly using 
equipment owned by the cooperative. In addition, they pool their crops for 
marketing and divide the profits based upon the amount of land each member 
contributes. The cooperative is governed by a set of bylaws and managed by a 
board of directors. Membership in the cooperative gives each partner a seat on the 
board of directors and an equal vote on all decisions. The bylaws require decisions 
to be made on the basis of majority vote, although typically members strive to 
achieve unanimous agreement.

Equipment

 One of the biggest motivating factors in forming Lakeside Machinery 
Cooperative was the high cost of machinery. The group sold their individual pieces 
of equipment and through the Cooperative jointly purchased new machinery large 
enough to handle their combined acreage. This approach eliminated ownership of 
duplicate pieces. Lakeside currently owns a full line of farm machinery including 
two combines, two four-wheel drive tractors, a swather, a 62-foot Flexi-Coil air 
seeder with a 40-foot air drill, a semi, two grain trucks, assorted augers, a 100-foot 
tube conveyor, and 72 bins. The members identified several positive benefits of 
joint ownership including overall cost savings, a reduction in the amount of cash 
each member supplies to purchase equipment, and access to newer technology 
(i.e., global positioning service). In addition, the group feels that pooling resources 
has allowed them to reduce the risk from experimenting with new equipment and 
procedures. For example, Lakeside Cooperative was the first farm in the area to 
purchase an air seeder, attempt seeding by airplane, use deep-banding, and grow 
lentils.

Labor

 The members of Lakeside Cooperative farm their combined acreage as one 
farm. There are inevitably differences in the number of hours each member of 
the group contributes. Some members contribute more time in the field, while 
others spend more time on other duties such as record keeping and equipment 
maintenance. In order to ensure that each member contributes his fair share, 

Summary

•	 Cooperative formed in 
1970, seven farm families

•	 Jointly own full-line of 
equipment and farm 
together

•	 Land individually-owned

•	 Pool grain and market 
jointly

•	 Now operated by second 
generation

•	 Expanded to include 
seed cleaning and export 
businesses
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they keep track of the total number of hours spent on 
Lakeside related work and submit a monthly timesheet. The 
cooperative currently values labor at $15 an hour regardless 
of the type of work being performed (i.e., harvesting is 
valued the same as bookkeeping).  Equally valuing labor 
has allowed members to specialize and use their particular 
talents for the benefit of the group. For example, within the 
current membership of Lakeside, certain members specialize 
in welding, mechanical work, and bookkeeping.
 To compensate those who contribute a larger share of 
labor, Lakeside uses an “over/under” system. Members 
contributing fewer hours compensate those who work 
more at the agreed upon rate. The number of “over” hours 
equals the number of “under” hours. The board of directors 
set the labor rate to be “fair” and to create an incentive for 
each member to actively play their role in group operations. 
At the same time, the rate is such that it does not create 
an undo hardship for those who, at times, cannot provide 
their share of hours. For example, during the past year, one 
member’s hours were significantly reduced due to a family 
health problem. Despite being unable to work, his fields 
were tended by the other members of the cooperative. He 
simply compensated them for the difference in work hours. 
The group uses a lower wage rate for contributions by 
members’ children who help out in the field.

Grain Pooling

 When forming Lakeside, the producers recognized that 
while pooling their labor could improve their efficiency in 
the field, it also had the potential to create controversy over 
scheduling use of equipment and the timing of operating 
on each member’s land. To avoid this conflict, the group 
decided to pool and sell their harvested grain collectively. 
In accordance with Lakeside’s bylaws, the cooperative sells 
grain on behalf of the members, retaining 50 percent of the 
revenue generated to pay expenses and provide cash reserves 
for the cooperative. The remaining revenue is distributed to 
the members based upon their share of the total contributed 
acreage. In the members’ view, this system “eliminates all 
unfairness” and prevents any one member from being unduly 
harmed or helped by the timing of operations on their land. 
As one member explained, “I don’t own one bushel, I own 
20 percent of every bushel.”
 While pooling grain solves the problem of inequitable 
timing, it created other issues the group had to address 
through their bylaws. Even though most of the acreage 

operated by the cooperative is located in relatively close 
proximity, the quality of the land varies. To account for 
differences in land productivity, the group adjusts each 
owner’s share of the profits based upon a third-party 
assessment of the land. This adjustment is particularly 
important for a small portion of the group’s land that is 
sandier and rockier than the rest. Pooling their grain also 
limits the types of land rental agreements used by members. 
For example, the group said that crop share arrangements 
were too complex given their system. As a result, all of the 
land farmed by Lakeside Cooperative is either individually-
owned or cash rented.
 It is important to emphasize that the members of 
Lakeside Cooperative own or rent all of their land 
individually and that the Cooperative itself has no land 
holdings. Under Canadian tax laws, if the group were to 
pool their land and hold it as an asset of Lakeside, they 
would lose their tax status as individual producers.

Group Dynamics

 Over the thirty-five year existence of Lakeside 
Cooperative, membership has risen and fallen as new 
members have joined and other have left or retired. The 
procedure for new members to join the cooperative is 
detailed in Lakeside’s bylaws. In addition to the 50 percent 
of revenue the Cooperative retains to pay expenses, 
another 10 percent of the revenue that would normally 
be distributed to a new member is withheld to build the 
member’s equity account. The 10 percent is withheld until 
the new member has built up enough equity to match 
that of an existing member, based on his acreage share. 
The Cooperative’s equity value is appraised annually using 
prices acquired from local dealers. This system allows a new 
member to build equity gradually rather than requiring a full 
upfront investment. This gives younger producers the ability 
to join the cooperative with little cash and land of their own.
 Members who chose to retire or leave the group receive 
their share of the equity over a three-to-five-year timeframe. 
Spreading the payments over several years eases the financial 
burden on the remaining members and reduces the tax 
liability for the departing individual. This method has been 
successful in managing the transitions within Lakeside 
whose membership has been as large as 11 and as few as the 
current number of six.
 In recent years, the members of Lakeside have held only 
a handful of formal meetings per year. They also recently 
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phased out a regular Monday morning board meetings. 
However, the group meets informally almost daily as they 
head out to work in the field. One of the problems in 
the early years of Lakeside was the large amount of time 
devoted to meetings and decision making. To reduce the 
time spent in meetings, most information-gathering is 
delegated to members who then report to the entire board 
before a vote. The group has found that over time, many 
managerial tasks have become “automated,” also reducing 
the need for formal meetings.

Expansion and Diversification

 The current scale and scope of Lakeside Cooperative 
is much greater than the initial grain operation founded 
in 1970. In 1971, the cooperative grew only four different 
crops. Over the years, their operation has expanded into 
12 different crops and over 30 different varieties. In 1984, 
the cooperative voted to create a subsidiary called Lakeside 
Seeds in an effort to diversify into the seed business. They 
built a seed cleaning plant in 1987 that currently cleans 
lentils, canola, hard red spring wheat, Canada Prairie 
Spring white wheat, flax, peas, two-row barley, coriander, 
and mustard. In 1996, the cooperative formed Lakeside 
Processors as a joint venture with the Saskatchewan Wheat 
Pool. They built a 60,000 metric ton special crops cleaning 
facility. The venture custom cleans and exports crops around 
the world. They specialize in lentils, mustard, peas, flax, 
and canola. In 2000, the cooperative once again expanded, 
forming Lakeside Pulse and Special Crops Ltd. to market 
specialty crops worldwide. The subsidiary researches and 
secures export markets for Western Canadian specialty 
crops. Through this series of expansions, Lakeside has 
significantly diversified their sources of revenue and been 
able to integrate forward into some value added activities 
beyond production agriculture. This strategy has increased 
their profitability without continually expanding their 
total acreage to produce crops for sale into lower-value 
commodity markets.

Concluding Remarks

 Lakeside Cooperative has flourished over 35 years with 
a continually evolving membership and scope of operation. 
The group has successfully reduced their equipment 
costs, increased labor efficiency, and freed capital for use 
in diversifying expansions. By pooling their grain, the 
group found a workable solution to the difficulty of field 

timing that can arise when a large group shares equipment. 
They have also spread the risks associated with individual 
commodities. Thus far, their system of gradual equity 
buildup for new members and gradual buy out for departing 
members has been successful in handling transitions in their 
partnership. As one member said, “I wouldn’t be a farmer 
if not for the co-op taking a chance on me. I came in with 
virtually nothing but labor and built equity over time.”
 Yet these benefits do not come without a cost. 
Membership requires a degree of loss of individual decision 
making authority and can reduce the ability to make quick 
decisions due to the group voting process. “If you are the 
type of person who has to have your own way, don’t join a 
co-op.” While the creation of subsidiaries has been lucrative, 
the substantial increase in equity required to capitalize 
them creates new problems for the entrance and departure 
of members. Current members may have difficulty liqui-
dating their equity if they are unable to find new members 
to take ownership of the cooperative when they decide to 
retire. Much of their investment is tied up in enterprises 
that might be difficult to sell off piecemeal at their full value. 
To cash out the equity stake of retiring members at full 
value, it will probably be necessary to locate new members 
who are willing and able to buy in. Despite these concerns, 
the members of Lakeside Cooperative are proud of their 
operation and the growth they have experienced over the 
years.
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 Editor’s Note: As a special premium that went with 
the premier issue of our new Doane Strategic Planning 
Quarterly, we had a separate report on the concept of 
“shuttle farming,” where you spread your labor and 
equipment over more acres by farming in different parts 
of the country with different planting and harvest seasons. 
But we also talked about small-to-mid sized farmers 
who cut machinery costs while running the biggest and 
latest equipment by sharing big-ticket implements like 
combines. Here is an account by a group of such farmers in 
South Dakota who went together to purchase much larger 
combines, planters, and four-wheel drive tractors than any of 
them could have justified for their farm alone. I interviewed 
these farmers a while back, but haven’t had the occasion 
to publish until now. They wish to remain anonymous for 
reasons that become obvious in the narrative. (i.e. “We’ve 
got neighbors who would love to see us fail.”) So I’ve simply 
named them “Tom, Dick, Harry and Steve.” 
 Notes from “Tom”: Things have really exceeded our 
expectations in terms of operational efficiencies. We’ve been 
able to expand the scope of our respective operations faster 
together than we could have separately. And it’s expanded 
my net worth much faster than I expected, mostly due to 
the larger acreage I’ve been able to farm than I would have 
otherwise, given my share of the equipment expense.
 Some areas have fallen short of expectations, however. 
My machinery investment per acre has actually gone up 
because all my equipment was 20 years old and paid for. But 
I was able to be part of much larger, newer equipment than 
I would have if I’d had to replace my equipment on my own, 
just for my own operation. So I’m thinking my cost per acre 
might have gone up even more if I’d gone that route instead 
of our machinery-sharing co-op, as we call it.
 No real “unanticipated” problems. That’s the key word; 

“unanticipated.” We knew we’d run into some problems, but 
we tried very hard to plan for them in advance and agree on 
a procedure for resolving them, should they arise. Everybody 
has different personalities. I’ve served on many different 
boards and have learned to accept that. One example of a 
conflict was the decision to replant a field this spring. It was 
my portion of the big block of ground we rented, about 560 
acres. I really didn’t want to tear it up and replant because it 
was so dry and I wanted to conserve the moisture.
 But when I took the planter down there to try and 
plant no-till, the planter openers wouldn’t even go into 
the ground! So, I let them talk me into tearing it up. In 
hindsight, it turned out to be the right thing to do. Even if 
it hadn’t been the right decision, we followed our plan for 
talking through a conflict of opinion. We made the decision 
as a group and we don’t look back, trying to second-guess 
each other or pout if we were “out-voted.” That’s important.
 Surprising thing to avoid: Previous social or business ties. 
Could farmers in any community be successful in following 
our model? Well, I think it was important that we had 
no strong business or social ties among any of us before 
we went into this. You really don’t want too many cross-
connections by family relations, same church, same bowling 
team or card club and such. Why? Because then there’s 
higher risk of jealousy developing, accusations of favoritism, 
or other non-business situations can get into the business 
relationship and mess things up.
 I also think it’s significant in our own machinery-sharing 
partnership that none of us had any “baggage” of bad blood 
handed down from grandparents or parents that could get 
in the way of our own business relationship. If you have your 
guard up for one of the guys because your dad and his dad 
had a big feud when THEY were farming, it can become a 
problem of “perception” by the other fellow, especially if he’s 
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also aware of the granddad feud and wary of YOU for the 
same reason!
 Also, it helps to keep a great sense of humor. We’ve got 
“Steve” (not his real name), who can really be a nut. Just 
when things are getting tense, he has a knack for popping 
off with a wisecrack that cracks us ALL up and helps keep 
the tension under control.
 Then there’s this commitment we have to make it work! 
We’ve got neighbors who would like nothing more than 
to see us fail ... and that helps motivate us to keep the 
relationship working. You have to realize a relationship like 
this is much like getting married; You have to be committed 
to the relationship above all else ... meaning you can’t 
get your own way all the time. If you go into a marriage 
thinking there’s always a divorce option, then that alone sets 
up a 50% chance you won’t make it.
 Success factors: Having “complementary” rather than 
“overlapping” skill sets is important. One of us is really good 
at handling PR issues that arise for any farming business 
with a high profile in the rural community. He’s also our 
best big machinery operator, so we typically let him run the 
combine no matter who’s farm we’re on, while the rest of us 
haul grain away, for example.
 Another of us is really good at math and bookkeeping. 
He has an amazing memory for numbers and details. As 
for me, I’m our designated mechanic. I just have always 
enjoyed maintaining and fixing machinery and I’m good at 
it. Sometimes I get a little overworked and the others will 
help me fix a machine, but only at my direction. If we had 
another “mechanic” among us, I’m afraid we’d probably butt 
heads every now and then and that wouldn’t be so good. 
 And finally, we have another of us who is the “deep 
thinker” of the bunch. When we’re facing a problem and 
busy discussing solutions, he doesn’t say much. He just 
listens intently. When he’s absorbed all of our thinking 
and remarks, he invariably comes up with the best possible 
solution. Like a judge rendering his verdict after viewing all 
the evidence and listening to all the testimony presented by 
the rest of us, he’ll have absorbed all the facts and come up 
with the right answer. 
 Setting up operational goals is critical. One of the goals of 
the other three, before they brought me into the machinery 
co-op, was to get up to 10,000 acres in production, where 
there’d be no question they could justify the very biggest 
capacity machines. We’re almost there. But you have to agree 
on the goals and the strategy for getting there in advance. 

Frankly, I’m not sure that working separately we’d be 
anywhere near 10,000 acres among the four of us. 
 For example, I was running into a labor problem. My Dad 
was up in years and unwilling to work much past 5 o’clock. 
My wife really didn’t like helping with fieldwork at all. I 
suppose this will get me in trouble with your female readers, 
but I think it helps if the wives are not involved closely in 
every little business detail because it’s too easy for mountains 
to be made out of molehills. For example, just the way the 
weather has gone this year, one of our guys had almost all 
his corn and beans done and we hadn’t even started at my 
place. And the last two years, we ended up finishing harvest 
at my place, too. 
 I could have gotten miffed, and my wife did get miffed, 
but the fact was that their land just dries and plants faster 
in the spring. And frankly, the earlier stuff we harvested for 
silage at another partner’s place was pretty wet and yucky, 
but the later silage we harvested here at my place was near 
perfect ... and I made sure my wife knew that!
 Reaction of the rest of the farming community? My 
closest neighbor has no problem with it. Some of our 
relations give us more trouble than neighbors. One thing 
people don’t like is that we paid some pretty high cash rent 
on this 3,300-acre block that pushed us near our 10,000-
acre goal. But doggone-it, the farm was worth it. It’s all 
well drained. It has no fences, a great bin site, and very little 
tied up in CRP. When I make people really look at a fair 
comparison, we didn’t pay too much for it. 
 Oh gosh, and then my mother-in-law, told people the 
co-op was backing us and that we didn’t need to come up 
with any money down when we ordered out fertilizer, or 
seed, or chemicals. That wasn’t true! It’s true we get perks, 
but nothing any single farmer with the kind of volume we 
buy could offer a supplier. It bothered me at first, but before 
I joined this machinery-sharing arrangement, I used to buy 
my seed from two neighbors who were farmer/dealers for a 
brand I preferred. But we agreed as a group to buy it all from 
the co-op because of the nice volume-discount we would 
qualify for. Yes, it does hurt the small-scale dealers, so you 
have to accept getting labeled the “big corporate farm” and 
all the anger and jealousy that goes with it in any small rural 
town in this country.
 What do I miss most about farming independently? 
Well, certain management preferences. Like that field I 
would not have torn up to replant, but that we decided as a 
group to till anyway. What do I miss the least? The everyday 
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management decisions about every aspect of the operation 
and the pressure of having to make them alone, where if it’s 
a bad decision you get all the blame heaped on you, or take 
the blame on yourself, and it eats away at your mood and 
confidence.
 What about land rented by the partnership? We rented 
that big block of 3,300 acres as a group because frankly, 
any of our individual bankers would have balked at letting 
any one of us take on that much more risk by ourselves. It 
worked best to apportion specific acreage out of the rented 
farm to each other rather than farm as the LLC because 
of Amendment E. Last year, we were billed for services 
according to our share. This year, we’re billing only for what’s 
actually done to the acreage.
 Any other farmers want in since you formed? There have 
been a couple who wanted to join in after the four of us got 
together. But we’re pretty satisfied with what we have. If it’s 
a labor issue, we’ll just hire it. If somebody brought some 
skill or talent to the team that we are lacking, that would 
be different. For example, if somebody came along who had 
proof that he was a marketing wizard, we’d probably let 
him in because none of us have a lot of confidence in our 
marketing skills.
 Because of that, we let one of our guys work with a 
local marketing service. Our guy really understands the 
various marketing tools and is able to follow the pro’s advice 
quite well. They’ve done fairly well, but last year they had 
us sell way too far ahead and we missed some amazing 
opportunities. But you know what? When I just did my own 
marketing, I was married to that crop in the bin and would 
surely have missed the summer highs myself ... probably 
even worse. That’s why I went along with the others and we 
just turned marketing of our collective production over to 
the pro.
 Comments from “Dick”: How has it affected my family 
life and relationships? It has certainly made farming less 
stressful. Our kids are married. Even though we’re putting 
in long hours with all the extra land, when I need to do 
something with the family, the work doesn’t stand still. I can 
go and the others just cover for me, like I’ll cover for any of 
them when they have some family matter or event to attend. 
In fact, a couple of the other guys have kids still in school, 
in sports or something, and if they don’t want to go because 
farm work is pressing, I encourage them to go and we will 
cover for them! It just makes me feel bad if they don’t. Those 
kids grow up awfully fast. 

 Anything we’d change in the LLC documents? No, I 
don’t think there’s anything in our LLC documents we’d 
change if we had it to do over. We put a lot of time into 
the by-laws that have covered almost any contingency or 
potential dispute we’ve run into so far. Also, there are buy-
out provisions well stated and very clear in the event one of 
us ever decides we want out and to go back to just owning 
our own equipment and farming separately.
 Any operational efficiencies or inefficiencies? In terms 
of operational efficiencies we’ve gained, I’d have to say it’s 
the sheer capacity we have to get things done fast that 
have exceeded expectations. There were times last fall when 
we had good weather and crop conditions and we were 
harvesting 30,000 bushels per day.
 In terms of efficiencies where we’ve fallen short of 
expectations, I agree with “Tom,” it’s usually been related 
to whose work is going to get done when. Sometimes it’s 
just impractical to keep everybody on the same pace with 
planting or harvest because corner to corner, we’re spread 
out nearly 30 miles. We just have to go where soil or harvest 
conditions are most fit. And if everything is going good at 
one place, we just keep rolling until we get that field done. 
The way you have to look at it is that no matter where you’re 
working, you’re working as if it were your own field.
 Are we unique in our ability to get along with each 
other? I don’t think so, but I know it would be tough for 
some farmers. Too many farmers have an ingrained trait 
that I think is just unprofessional; like the need to remain 
“independent” at any cost. We are not just in competition 
with the neighbors anymore. We’re in competition with 
farmers all over the world. As a group, we ask ourselves all 
the time what we can do to enhance our collective income. 
Out of those discussions we’ve tried some specialty grain, 
such as high oil corn for hog feed. 
 So far, we haven’t had any problems or jealousy among 
our wives. We try to get together a couple times a year or so, 
like a post-harvest celebration, or something. But other than 
that, we pretty much maintain separate family and social 
lives. Among us guys, we all knew each other before we 
formed the partnership. I think having enough history with 
each other to really know each other’s personalities and work 
habits is very important to making it work. 
 Critical success factors for making this work? Well first 
of all, I think precision farming technology is a must for top 
efficiency in this age, and without going together none of 
us would have had enough size to justify the expense. For 
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example, we’re using variable rate fertilizer application now, 
utilizing data generated by yield maps. That’s going to save 
us considerable money. Another example was our ability 
to take on an additional 3,300 acres in one block. Not that 
many individual farmers could suddenly take on acreage that 
big without completely upgrading all their equipment. 
 What elements of independence do I miss the most? I 
really don’t feel like I’ve given up much independence. We’re 
still farming our own land and get income only off what 
our land produces. And even on the big piece we rented 
as a group, we have a pro rata share of that land based on 
our share of the LLC and we get paid on exactly what our 
share of that jointly-rented 3,300 acres produces. We pay all 
inputs on a pro rata basis as well, and nobody has a problem 
with that.
 As for what we pay the LLC for services, it’s all based on 
costs of owning and maintaining the equipment. The goal 
for the LLC itself is to just break even. I’ll admit, the first 
year we didn’t put enough in for repairs and maintenance, 
so we had to fix that. And, there are definite advantages that 
greatly outweigh any sacrifice of independence. For example, 
we buy so much seed as a group that we always qualify 
for the maximum discounts. Also, the service we get from 
the local implement dealers is great. When you’re buying 
a couple big combines every year, they’re going to want to 
keep you happy!
 In terms of things I miss least about farming alone, it’s 
that when you have a problem, the whole burden of solving 
it falls on you. But when you’ve got four heads working on 
a problem, it’s a lot easier and faster to solve that problem. 
And normally, the solutions we come up with together turn 
out to be the right ones, better than any we’d come up with 
on our own as individuals. 
 Then there’s the one mentioned earlier, missing important 
events with the kids in school due to work demands. With 
this LLC we’ve formed, we’re collectively farming more 
acres than we ever could individually. And because of that, 
I put in longer days than I used to. But it’s by choice and 
it’s helped keep me in business. And it’s also given me 
opportunities to get away for important family occasions ... 
even during planting and harvest ... because the others could 
cover for me and keep things going.
 Comments from “Harry”: Not every farmer is wired to 
be in such a partnership. Sharing machinery and farming 
together is not something every farmer could do. You know 
farmers; there are some so independent-minded you just 

never could work with them. But then, I guess those kind 
of farmers would never get to the point where they’d even 
be discussing something like this. But there are bound to 
be farmers in any farming community who could make this 
work, just like we have.
 The single biggest success factor is the chemistry among 
the participating farmers and their wives. Another one is 
diversity of skills, so that each member contributes efficiency 
to the partnership that the others agree is better than any 
of their own efficiency in that particular area. So, if all four 
of us thought of ourselves as expert mechanics and none of 
us was particularly strong in another area, you’d be set up 
for conflict from the beginning because you’d fight over a 
machine repair project and other key management decisions 
would slip through the cracks!
 Another success factor is having spouses willing to turn 
over individual management to a group effort; which can 
be a challenge for spouses who were heavily involved, if 
not completely responsible, for day-to-day management 
decisions on their individual operation.
 Reaction of the rest of the community: Yeah, you’ll have 
some folks who will hate you out of envy or jealousy. They’ll 
accuse you of driving up rents, or getting unfair preferential 
treatment by suppliers. We’ve been accused of a lot of things 
we haven’t done. And some folks would prefer if all farmers 
were still farming with a Farmall “M” and a 3-bottom plow! 
 But in terms of what I miss most about “independence” 
is the ability to just decide to take a day off once in awhile 
without having to ask anybody if it’s okay. In this LLC, 
you have to make arrangements for that with the others. 
But at least there are others who WILL cover for you in a 
pinch and the necessary work still gets done! What I miss 
the least is the same as what “Tom” and “Dick” said; having 
the pressure and responsibility of having to make every key 
management decision yourself — and only yourself to blame 
and beat up on if, in hindsight, there was a better, smarter 
decision you could have made.
 How has it affected family relationships? No negatives 
at all. From “neutral” to “plusses” I think. The most positive 
effect has been on my two boys. They love the arrangement. 
They say it’s lowered the stress level in our family. If nothing 
else, they have seen that the other three men and I can 
find a way to have fun no matter how frustrating it can get. 
And they have found that if I can find humor in stressful 
situations, it helps. I don’t take it out on my wife or those 
boys! And for that reason, we’ve not had any jealousy or 
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resentment among our wives, either. They all like this 
arrangement, too!
 Comments from “Steve”: I really don’t think we are that 
unique in our ability to get along. I think our model would 
work almost anywhere as long as you have groups of farmers 
who at least know each other by reputation, understand 
going in they have to operate as a team and learn how to 
compromise when there are differences of opinion. But let 
me summarize the other key success factors my partners 
have shared already:

•	 The group should have at least compatible, if not 
complementary, business goals and farming skills.

•	 They need to sit down first and anticipate all areas of 
potential conflict or differences of opinion and have 
procedures in writing for reaching a consensus that all 
participants agree to.

•	 They must recognize they can’t anticipate everything. 
Each member has to believe the others will be 
reasonable and recognize that while there may be times 
where circumstances may not seem quite fair, it will 
never be by design. Over time, all the little inequities 
that happen for reasons beyond our control even 
themselves out among the partners.

•	 Spouses have to accept that while we’ll try to cover 
for each other when family events are happening, 
sometimes personal family enterprises or activities will 
have to come in second to each one holding up their 
end of the partnership.

•	 Don’t get too close socially. This is an area where 
inequity, jealousy and resentment can thrive because 
you’re never going to become equally close to each of 
the other partners and their spouses. And it’s just as 
important that none of the wives involved get too close 
to each other for the same reasons.

 Summarizing the benefits: Elements of farming 
independently I miss the most? I can’t really think of any. I 
think this idea of farmers being independent is overrated. 
But if I could summarize the biggest benefits we’ve all 
mentioned, one way or another, they’d be these three:

•	 We have found we make better management decisions 
as a group.

•	 We have less stress managing our land together.

•	 We have a more normal personal and family life — like 
non-farmers have.
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Chapter 4

Resources

Acquiring Farm Machinery Services

Iowa State University Extension Ag Decision Maker Publication File A3-21
www.extension.iastate.edu/agdm/crops/html/a3-21.html

Farm Machinery Selection

Iowa State University Extension Ag Decision Maker Publication File A3-23
www.extension.iastate.edu/agdm/crops/html/a3-23.html

Estimating the Field Capacity of Farm Machines

Iowa State University Extension Ag Decision Maker Publication File A3-24
www.extension.iastate.edu/AGDm/crops/html/a3-24.html

Fuel Required for Field Operations

Iowa State University Extension Ag Decision Maker Publication File A3-27
www.extension.iastate.edu/agdm/crops/html/a3-27.html

Fieldwork Days in Iowa

Iowa State University Extension Ag Decision Maker Publication File A3-25
www.extension.iastate.edu/agdm/crops/html/a3-25.html

Estimating the Number of Field Days Required

Iowa State University Extension Ag Decision Maker Publication File A3-28
www.extension.iastate.edu/agdm/crops/html/a3-28.html

Estimating Farm Machinery Costs

Iowa State University Extension Ag Decision Maker Publication File A3-29
www.extension.iastate.edu/agdm/crops/html/a3-29.html

Other Machinery Related Information
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Replacement Strategies for Farm Machinery

Iowa State University Extension Ag Decision Maker Publication File A3-30
www.extension.iastate.edu/agdm/crops/html/a3-30.html

Combine Ownership or Custom Hire

Iowa State University Extension Ag Decision Maker Publication File A3-33
http://www.extension.iastate.edu/agdm/crops/html/a3-33.html

Buying Used Machinery

Iowa State University Extension Ag Decision Maker Publication File A3-22
http://www.extension.iastate.edu/AgDM/crops/html/a3-22.html

Matching Tractor Power and Implement Size

Iowa State University Extension Ag Decision Maker Publication File A3-26
http://www.extension.iastate.edu/agdm/crops/html/a3-26.html

Machinery Leasing - Is it for you?

Iowa State University Extension Ag Decision Maker Publication File A3-35
http://www.extension.iastate.edu/agdm/crops/html/a3-35.html

Income Tax Considerations when Buying Farm Machinery

Iowa State University Extension Ag Decision Maker Publication File A3-31
www.extension.iastate.edu/agdm/crops/html/a3-31.html

Transferring Ownership of Farm Machinery

Iowa State University Extension Ag Decision Maker Publication File A3-32
www.extension.iastate.edu/agdm/crops/html/a3-32.html

Iowa Farm Custom Rate Survey

Iowa State University Extension Ag Decision Maker Publication File A3-10
www.extension.iastate.edu/agdm/crops/html/a3-10.html
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