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The Knowing — Doing Gap

“As companies talk about the importance
of learning, intellectual capital, and
knowledge managemenhey frequently
fail to take the vital next step of
transforming knowledge into action”

The Knowing — Doing Gap “How Smart Companies Turn Knowledge
into Action (Pfeiffer & Sutton, 1999)




The Knowing — Doing Gap

® Types of Knowledge transfer
Traditional view
Codified, paper or electronic transfer
Billions $ spent on developing systems for repgriimformation
Tangible good
Research findings

70% of information transfer is done in an informanner
Learn from experience
Learn from teaching/coaching

Tacit knowledge

& How do | turn “codified” knowledge into “tacit” knowdge?

The Knowing — Doing Gap “How Smart Companies Turn Knowledge
into Action (Pfeffer & Sutton, 1999)

The Knowing — Doing Gap

# Reasons for failing to turn knowledge into
action

Talk substitutes for action

Memory is substitute for thinking

Fear prevents acting on knowledge
Measurements obstructs judgment

Internal competition turns friends into enemies

The Knowing — Doing Gap “How Smart Companies Turn Knowledge
into Action (Pfeffer & Sutton, 1999)




The Knowing — Doing Gap

® Measurements Obstructs Good Judgment

Overly complex system
To many measures to monitor and understand
Subjective in implementation
Focus on preciseness may miss the big picture

Lack of leadership in developing “what needs to
be measured”

Meeting short term financial goals often
contradictory in “best interest” long term

The Knowing — Doing Gap “How Smart Companies Turn Knowledge
into Action (Pfeffer & Sutton, 1999)

The Knowing — Doing Gap

#® Turning “Measuring Systems” into Tacit
knowledge

Redefine Measurement Systems that guide behavior
Primary measures
Identify what is important
Progress measures
Evaluate trends
In Process (real time) measures
Learn while doing

The Knowing — Doing Gap “How Smart Companies Turn Knowledge
into Action (Pfeffer & Sutton, 1999)




The Knowing — Doing Gap

2 Measurement System Challenge

“Control and improvement come from measures
that provide information about processes,
measures that give people immediate and
understandable information about how they need
to act”

How can a managerial accounting information
system transform “coded” information into
“tacit information”?

The Knowing — Doing Gap “How Smart Companies Turn Knowledge
into Action (Pfeffer & Sutton, 1999)

On Farm Informational Needs




On Farm Informational Needs

StockHolders Informational
Needs

# Ownership issues
Tax Planning
Generational transfers
# Multi Entity complications
Proper intercompany exchanges
Personal N/R or N/P within entities
# Ratio & trend analysis

# Lender’s annual requirements




Consolidated Financial
Statements

# Multi Entity Financial Statement

Requires Intercompany Division

Identifies “eliminating” column
Consistent COA across entities

Internal ID’s must match
Anticipated Challenges

Non common fiscal yrs

Equity and net income presentation
‘Parent entity’ ownership of related entities

Consolidated Statements

g (FSC06) Balance Sheet
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I 1 1
mam | | e n 1
— - T Hnld Tos

Accounls Fayabe 0 460 TETRE 1B ek




Divisional Based Reporting

& Consolidated Cost Analysis

Divisional Based Income Statement
Group Common Centers into Columns
Does not utilize the TA+ “Division” nomenclature

One of the most difficult reports to setup!

Divisional Income Statement

® Consolidated Cost Analysis with Center Mapping
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upport Centers
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econdary Revenues

IET FRODUCTION COSTS
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CCA Center Mapping

75 (WLFO6) Edit CCA Map: Primary Divisions

Calumn | Description Center Range
1 || Crap Division FCO I
1 VIS 2 | Livestock Division PC02
Pl’lmal’y DIVISlonS 3 | Trucking Division PCO3
4 | Land Irvestments Lov?
5 | Other WIRLWITITIMITT?
E | Entity Level F100,GA00, I
7|=aDDTO1 20777 Ir
4 B|=20D 701 30777 "
- 9|=aDDTO1 40777
The “ADD to” function 10| =00 T07 60777
g o e 11 [*ADD TOT 99777
simplifies the center Tl 200 T0 N
1 12 [=ADD TOT 1?2377
mapplng feature 14 [*ADD TOT 17477
16 [*ADD TO M7E07
< 1E[*ADD TOT 7657
17 [=ADD 1O 97M
18 [*ADD TOT C507,C517.C567.199
19[*ADD TOT C560,0551.C564
20[*ADD TOT GO?PGYPP2.6077
21 [*=ADD TO1 5077
22 |=ADDTO2 3000,2005,3010
\ 23 |[=ADDTO2 C562,C562,C560
24 |=ADDTO2 FEOD

CCA Center Mapping

® Information users — first glance at big picture
where profitability resides
m Diagnostics
CCA Net Income = TA+ Net Income
Learn how to identify problems quickly
m Additional Programming Needs
Zero line suppression of drill down maps
Filter out common JE’s as drill down
Drill down to submaps...
Dump to spreadsheet with hyperlinks




On Farm Informational Needs

Operational
Compliance/Monitoring Needs

® Performance monitoring/control reports
Breeding and reproductive efficiencies
A/R and A/P aging reports
SC/VM reports
Group closeouts/Grower performance
Cost of Production

# Compliance reporting
Crop Insurance/FSA
Lending needs (borrowing base)
Nutrient management




Cost of Production Reporting

& Level of ReportinQCrop Audit Perspective)
Farm or field level
Marketing or Finished Goods Level

Profit Center Level

Includes Gen & Admin and Finance
Assuming consolidating line allocations

Merged Production/Marketing
Crop yr reporting

Growth Pattern — Cost
Production Reports

m Understanding flow of cost dollars

® Potential reporting limitations
Unsold Inventory
Adjusting to market value
Non Sales related $
LDP’s
Entity level costs
Denominators

# How to resolve !
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Field Level — Production Costs

A B © D

1 ACTUAL ACTUAL | ACTUAL

2 WALUE FER Bu  PER ACRE

28| Truck from Field 1919210 0.05 732

29| Caorn Drying 4222258 0.1 1611 Equiva|ent report available
30| Total ACTMITY COSTS 651,385.59 1.71 24558 ",

e at farm and field level
32 | TOTAL PRODUCTION COSTS 1,144 ,115.04 300 43661

33

34 |SECONDARY REVENUES

35| Crop Insur. Proceeds 11 570.00 0.03 4.42

36| Govt Pmts (SC) 67 054.23 0.18 25,59

37 | Total SECONDARY REVEMUES 756 B24.23 0.21 30.00 Costs transferred into
3 ;

39 [NET PRODUCTION COSTS  |1,065,490.81  2.80  406.6 marketing centers

40

41 Inventory Transfers 1,065,480.76 406.60

12

43 |PRODUCTION MARGIM {0.00) 000

\ Variance - $ missed

transfer into next stage

Traditional Marketing Center —
Unsold Inventory

A B 2 E

1 ACTUAL ACTUAL

2 VALUE PER Bu DIVISOR

B Total CROP RELATED REVENUE 7960747 208 Total Sold

7

8 OTHER REVENUE SOURCES Wacko results create
g Mrkting LDP's 149 422 25 039 Total Produced - n
10 Total OTHER REVENUE SOURCES 14942235 0.39 Total Produced lack of confidence !!

11
12 TOTAL REVENUES 229,029 72 0D Total Produced
13

14 COST OF SALES

15 Int. Raised Crop {linked)
16 Less Inventory Adj

17 | Total COST OF SALES

2.80 Current Line

Current Line What is Inventory adj?
279 Total Sold

18

19 ACTMITY COSTS

20 Storage 366.98 0.01 Total Sold
m Total ACTIMITY COSTS 366.29 0.01 Total Sold
22

23 TOTAL PRODUCTION COSTS 107 218.71 280 Total Sold

24
25 PRODUCTION MARGIN 121 811.0 032 Total Produced |s thls real ?




Inclusion of Entity Level $

A B T E

1 ACTUAL ACTUAL

2 VALUE PERBu | DMISOR

73 | TOTAL PRODUCTION COSTS 107 218.71 2.80 Total Sald Inclusion of Entity $
24 3 PIP

25 |PRODUCTION MARGIN 121 811.01 0.32 [Total Produced via consolidating
23 lines

27 |[ENTITY LEVEL COSTS B ’

28| Gea 65,308.45 Total Produced (% allocation)
29 Financing 41 205,76 0.11 |Total Produced

30| Tatal ENTITY LEVEL COSTS 106,514.22 0.28 [Total Produceg

31

22 |NET INCOME 15,296.79 0.04 |Total Produced

Inclusion of Market Value

A B c
1 ACTUAL ACTUAL
2 WVALUE FER Bu
3 CROP RELATED REVEMNUE
4| Crop Sales 7845 208 Inclusion of unrecognized loss
5 INT Crop Sales to /S 78,879.02 208 b4
&  Total CROF RELATED REVENUE 79,607 .47 2.08 (($2.65-2.81=-10.16)
7 " *Qty Unsold Invt
8 OTHER REVENUE SOURCES Qty y)
9 | UnRealized Gainfloss) Unsaold Ity 54,755.10 0.16)
10 Mrkting LDP's AT T 1.33
11 Other Income 0.00
12| Total OTHER REVENUE SOURCES 94 567,15 0.25
13 |
14 TOTAL REVENUES 174274 @ y Still Wacko!
A B C
27 |PRODUCTION MARGIN 57 055.91 0.18
]
29 |ENTITY LEVEL COSTS Total & per bu
30| GeA 55,308.46 0.17 values are now
il Financing 41 205.78 0
32 | Tatal ENTITY LEVEL COSTS 106 514.22 026 accurate!
ES)
34 |NET INCOME -39 458.31 0.10)

12



Market VValuation on Balance
Sheet

Acct. | Dezscription Cazh Accrual 4 anagement Market §y
INVENTORIES I
115 wip Purch Feeder Lvs 0.00 475197 46 475,197 .45 47519746 |
120 wip Crop [nvty 000 103701316 1.037.002316  1.037.01316 I
125  wip Feed Inventory 0.00 45.856.35 45.85E6.35 45 85E6.35
120 wip Invest Grow Crop 0.00 128.489.36 128.489.36 128.489.36
131 wip Seed Inviy 0.00 595.856.45 55.85E6.45 595.85E6.45
132 wip Chemical [nvty 0.00 337861 337861 337861 |
133 wip Fertilizer [nvby 0.00 5713813 5713813 5713813 "
134 wip Fuel [nvty 0.00 8.585.45 i: 850545 §
135 Irwby to LOCK 0.oo .00 -54. 755,10 e
136 Invhy to Mrkk 0.00 0.00 : 31.133.00
Tatal INVENTORIES 0oo 1.851.51497 0 1,796.759.87 1. o

Mgmt Report Level - > LOCM adjustment
Market Report Level -> Market adjustment

Inclusion of Unsold Inventory

A B C E F
1 ACTUAL ACTUAL DIVISOR
2 WALUE PER Bu DIVISOR Bu
3 Crop Related REVEMUE
4 EXT Crop Sales 728,45 206 Current Line 352.89
) INT Crop Sales to /S 78,879.00 2.07 Current Line 37 002 28
-] I Walue of Unsold Invty G907 396,00 2,65 Current Line 342 94400 l
7 T Tolal Crop Relaled REWENUE 087 003 25 50 Tofal Produced T
g
9 |Other Revenues
10 LDP's 14342225 0.39 Total Produced 3531,199.17
11 | Total Other Revenues 149 422 25 0,39 Total Produced 381,199.17
12
13 TOTAL REVEMUES 1,136,42570 al Produced 381,198.17
A B E F
26 |PRODUCTION Margin 67 055.92 0.18 Total Produced 381,189.17
26
27 |[ENTITY LEVEL COSTS
28| GaA 65,308.46 0.17 |Total Produced 381,199.17
29 Financing a4 20576 0.11 |Total Produced 3681,199.17
30| Total ENTITY LEVEL COSTS 106,514.22 0.28 Total Produced 381,198.17
H
32 [NET MARGIN -35 458.30 (0.10) Tatal Produced 381,189.17
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Remaining Issues

User Driven Requests!

Lack of per acre values
Lack of conventional ledger detail of field costs

Revenue & entity costs at field level
How to Resolve?

Items 1 & 2 Crop Year Reporting
Proper center/project yr setup
Merge field level & marketing centers

Item 3 — ASK Norm & FFSC !l

Crop Year & Unsold Inventory
Reporting

A D E F
1 TOTAL ACTUAL | ACTUAL
2 VALUE PER B |PER ACRE
3 Crop Related REVENLUE
4 EXT Crop Seles 728.45 208 0.28
5 NI CropSalesto LS 18873.02 208 00
6 (Cvalue of Ungold invty 507 396,00 268 34627 )
7 Total Crop Related REVENLE 587,003.47 258 37565
8
10 LoPs 14942225 039 57.02
12
e 13 | TOTAL REVENUES 113842572 298 43358
Detall lines 14
v 15 DIRECT COSTS
hidden for 18 Fertiizer 223,788.71 058 85.40
e 17 | Lime Application 4,852.60 001 1.89
display 2
43 TOTAL PRODUCTION COSTS 1,145,004.08 a0 430.09
purposes 4
48| Total Secondary Revenues 7852423 021 30.00
49
50 NET PRODLICTION COSTS 1,088,379.83 281 408.09
51
52 PRODUCTION Margin 67.045.89 0.8 25.59
53
54 ENTITY LEVEL COSTS
55| e 6530846 01 2482
5 Financing 420576 T 1572
57 | Total ENTITY LEVEL COSTS 108514 028 4085 j
58
59 |NET MARGN @ (0.0 (15.08)

’

| have been
looking for
this report
for 13 +
yrs!

Small difference
due to inclusion
of “missed”
variance @
transfer
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Procedures Crop Year Reporting

® Proper center and project yr setup

Production centers x crop yr

Marketing centers x crop yr ??

Separation of raised and purchased inventories

& JE postings

Adjustment to market value

Unsold inventory

New module in development ?
® Report parameters

| DON'T know!
In development & testing

On Farm Informational Needs

15



Strategic Planning/Budgeting

# Entity/Ownership objectives
# Divisional & managerial goals
& Financial modeling
Multi year projected trends
Short term, rolling budgets
# Growth and capital expenditure needs
Capital budgeting
Net Present Value analysis

My Goals

# \Want to move forward...

My Interests
Looking forward — Budgeting and what ifs
Ratio Analysis
Variance Analysis
Improved monitoring of marketing positions

16



Futuristic Reporting — Statistical
Analysis

CloseQuts
Feed Conversion

Plot Area

360
3.40
320
2.00
0

Moo
S o

Variance Analysis

# Reporting on variability and trends

Effective managerstianage
deviations from expectations

Unexplained deviations creates lack of
credibility

17



Futuristic Reporting
Activity Cost Analysis

80,000
Sprayer 5000
Annual Costs

40,000

20,000

0

I AR S R SRR & o
@Q@\\ PRV -@.@\\ P + @@Q\ O #
g S L - &S =

& A & A & P

& & &

4.00

3.00

Sprayer Per 200 Value o Magor Griclnes
Acre Costs

1.00

0.00

UG O g O oD A oD
f@ Q@ \‘\,5\ @ § @'@\ C\é ‘_yé @? Q_@ \‘\rg ‘_ﬁ ”1,6?
& W F &

P #

Futuristic Reporting
Trend Variance Analysis
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Futuristic Reporting - SixSigma

Closing Summary — Again !

® Measurement System Challenge

“Control and improvement come from measures
that provide information about processes,
measures that give people immediate and
understandable information about how they need
to act”

How can a managerial accounting information
system transform “coded” information into
“tacit information”?

The Knowing — Doing Gap “How Smart Companies Turn Knowledge
into Action (Pfeffer & Sutton, 1999)
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Thank You !

Daryl Ellis

20



