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research those groups involved in the many aspects of New Zealand primary production 
and product processing, distribution and marketing. 
Major sources of funding have been annual grants from the Department of Scientific 
and Industrial Research and the College. However, a substantial proportion of the 
Unit's budget is derived from specific project research under contract to government 
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groups. 
The Unit is involved in a wide spectrum of agricultural economics and management 
research, with some concentration on production economics, natural resource 
economics, marketing, processing and transportation. The results of research projects 
are published as Research Reports or Discussion Papers. (For further information 
regarding the Unit's publications see the inside back cover). The Unit also sponsors 
periodic conferences and seminars on topics of regional and national interest, often in 
conjunction with other organisations. 
The Unit is guided in policy formation by an Advisory Committee first established in 
1982. 
The AERU, the Department of Agricultural Economics and Marketing, and the 
Department of Farm Management and Rural Valuation maintain a close working 
relationship on  research and associated matters. The heads of these two Departments 
are represented on the Advisory Committee, and together with the Director, constitute 
an AERU Policy Committee. 
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PREFACE 

T h i s  R e p o r t  i s  t h e  f i f t h  i n  an  a n n u a l  s e r i e s  of economic  
s u r v e y s  which  c o n c e n t r a t e  on f i n a n c i a l  a s p e c t s  of  N e w  Z e a l a n d  
whea tg rowing  f a r m s .  T h e s e  s u r v e y s  h a v e  b e e n  u n d e r t a k e n  by  t h e  
A g r i c u l t u r a l  Economics  R e s e a r c h  U n i t  a t  L i n c o l n  C o l l e g e  on 
b e h a l f  of t h e  Wheat Growers S u b - S e c t i o n  o f  F e d e r a t e d  F a r m e r s  
of  New Z e a l a n d  I n c .  

The p r i n c i p a l  o b j e c t i v e  of  t h i s  s u r v e y  i s  t o  e s t a b l i s h ,  
f rom f a r m  a c c o u n t s  and  p e r s o n a l  i n t e r v i e w s ,  f i n a n c i a l  d a t a  
p e r t a i n i n g  t o  whea tg rowing  f a r m s  i n  t h e  1981-82 f i n a n c i a l .  
y e a r .  Such d a t a  w i l l  a l l o w  a  more c o m p r e h e n s i v e  p i c t u r e  of 
wkea tg rowing  i n  New Z e a l a n d ,  i n  l i n e  w i t h  t h a t  a v a i l a b l e  f o r  
o t h e r  rna j o r  New Z e a l a n d  f a r m i n g  i n d u s t r i e s .  

The a c c o u n t s  a n a l y s i s  was c a r r i e d  o u t  b y  Roger Lough,  
computer  p rogramming by  P a t r i c k  McCar t in ,  a n d  t h e  r e p o r t  
compi l ed  by Roger  Lough and  P a t r i c k  M c C a r t i n .  

P.D. C h u d l e i g h  
D i r e c t o r .  
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SUMMARY 

No one s i n g l e  f a c t o r  can a d e q u a t e l y  a s s e s s  farm o r  
i n t e r f a r m  p r o f i t a b i l i t y .  ' I t  i s  t h e r e f o r e  t h e  i n t e n t i o n  of 
t h i s  r e p o r t  t o  e v a l u a t e  t h e  fo l l owing  f a c t o r s  which i n f l u e n c e  
t h e  p r o f i t a b i l i t y  of wheat p roduc ing  p r o p e r t i e s  i n  New 
Zealand' S a r a b l e  s e c t o r  namel y: 

a )  C a p i t a l  s t r u c t u r e  and a s s e t  growth 
b )  Adjus ted  farm income and e x p e n d i t u r e  
C )  Cash r e s o u r c e s  and farm l i q u i d i t y  

CAPITAL STRUCTURE AND ASSET GROWTH 

l. T o t a l  farm c a p i t a l  f o r  t h e  average  New Zealand survey  
farm amounted t o  $566,825. However t h e  working c a p i t a l  
d e f i c i t  of $16,279 exceeded produce on hand by $3,576 
r e s u l t i n g  i n  t o t a l  farm a s s e t s  i n c l u d i n g  working c a p i t a l  of 
$563,249. 

2. T o t a l  farm l i a b i l i t i e s  f o r  t h e  ave rage  New Zealand survey  
farm were $102,232 o r  18.1 p e r c e n t  of t o t a l  farm a s s e t s  
i n c l u d i n g  n e t  working c a p i t a l .  

3. The c a p i t a l  v a l u e  of l and  and b u i l d i n g s  f o r  t h e  average  
New Zealand survey  farm i n c r e a s e d  from $2,407 p e r  h e c t a r e  t o  
$3,547 pe r  h e c t a r e  i n  t h e  1981-82 p e r i o d .  Marginal  i n c r e a s e s  
i n  t h e  v a l u e  of p l a n t  and machinery o f f s e t  a  s m a l l  d e c l i n e  i n  
t h e  va lue  of c a p i t a l  s t o c k  a l l owing  t o t a l  farm c a p i t a l  t o  
i n c r e a s e  by $1,153 p e r  h e c t a r e .  Th i s  c a p i t a l  growth was 
o f f s e t  by a  $9 p e r  h e c t a r e  i n c r e a s e  i n  t h e  working c a p i t a l  
d e f i c i t  and a  $37 p e r  h e c t a r e  i n c r e a s e  i n  farm l i a b i l i t i e s ,  
r e s u l t i n g  i n  farm e q u i t y  i n c r e a s i n g  by $ 1 , 1 0 7  per  h e c t a r e .  

ADJUSTED FARM I N C O M E  AND E X P E N D I T U R E  

4. Gross farm p r o f i t  f o r  t h e  average  New Zealand survey farm 
was $98,431. The p r i n c i p a l  components were l i v e s t o c k  ( 5 9  
p e r c e n t ) ,  wheat (18 p e r c e n t )  and o t h e r  c rops  i n c l u d i n g  b a r l e y ,  
peas  and sma l l  s e e d s  (26 p e r c e n t ) .  

5.  Expendi tu re  of $86,916 f o r  t h e  ave rage  New Zealand survey  
farm was made up of farm working expenses ( 4 3  p e r c e n t ) ,  
t r a c t o r  and v e h i c l e  expenses i n c l u d i n g  d e p r e c i a t i o n  (24 
p e r c e n t )  and d e b t  s e r v i c i n g  (17 p e r c e n t ) .  

6. Net farm p r o f i t  f o r  t h e  average  New Zealand survey farm 
was $11,595 o r  n e a r l y  12 p e r c e n t  of g r o s s  farm p r o f i t .  The 
h i g h e s t  n e t  farm p r o f i t  of $82 pe r  h e c t a r e  was achieved on 
t h o s e  farms where over 50 p e r c e n t  of g r o s s  farm p r o f i t  came 
from crop p r o d u c t i o n .  

C A S H  RESOURCES AND FARM L I Q U I D I T Y  

7. T o t a l  a v a i l a b l e  cash f o r  t h e  average  New Zealand survey 
farm of  $45,683 came from d i r e c t  farm t r a d i n g  (51 p e r c e n t ) ,  
i n c r e a s e  i n  t e rm l i a b i l i t i e s  (26 p e r c e n t ) ,  s a l e  of a s s e t s  ( 9 3  



p e r c e n t )  and  non f  arm-income ( 10 p e r c e n t ) .  

8 .  T o t a l  c a s h  d i s p o s i t i o n  f o r  t h e  a v e r a g e  N e w  Z e a l a n d  s u r v e y  
f a r m  of  $47 ,184  c o m p r i s e d  c a p i t a l  e x p e n d i t u r e  ( 4 6  p e r c e n t ) ,  
p e r s o n a l  e x p e n d i t u r e  ( 4 4  p e r c e n t )  and  l o a n  r e p a y m e n t s  ( 10 
p e r c e n t ) .  

9, The a v e r a g e  c a s h  d e f i c i t  of $1 ,501  was f i n a n c e 8  by  a  
i n c r e a s e  i n  s n n d r y  d e b t o r s  o f  $649,  a d e c r e a s e  i n  c u r r e n t  
a c c o u n t  a t  t h e  s t o c k  f i r m  and  bank of $1 ,876 ,  a d e c r e a s e  i n  
s u n d r y  c r e d i t o r s  o f  $78 and  w i t h d r a w a l s  f r o m  t h e  Income 
E q u a l i s a t i o n  Scheme of  $196. 

10.  The a d j u s t e d  c a s h  s u r p l u s  f o r  t h e  a v e r a g e  New Zea land  
s u r v e y  f a rm,  t h a t  i s ,  t h e  c a s h  s u r p l u s  a d j u s t e d  f o r  u n s o l d  
p r o d u c e  and  c h a n g e  i n  l i v e s t o c k  numbers  was $2 ,057 .  A 
d e c r e a s e  i n  t h e  v a l u e  o f  l i v e s t o c k  of  $354,  woo l  $187 and  c r o p  
on hand of $15 w e r e  t h e  p r i n c i p a l  r e a s o n s  f o r  t h e  d i f f e r e n c e  
be tween  t h e  c a s h  d e f i c i t  and  a d j u s t e d  c a s h  s u r p l u s .  

1 %  ., The c a s h  d e f i c i t  of  f a r m s  w i t h  l e s s  t h a n  5  p e r c e n t  of 
g r o s s  f a r m  income f rom c r o p  was $1 ,426  which ,  a f t e r  a d j u s t i n g  
f o r  changes  i n  p r o d u c e  on hand ,  f e l l  t o  a n  a d j u s t e d  c a s h  
d e f i c i t  of  $ 783. Those  f a r m s  w i t h  5  t o  24 p e r c e n t  of  g r o s s  
f a r m  p r o f i t  f rom c r o p  h a d  a  c a s h  d e f i c i t  o f  $637 but  an 
i n v e n t o r y  c h a n g e  of $344 r e s u l t e d  i n  an  a d j u s t e d  c a s h  d e f i c i t  
o f  $333. Farms w i t h  25  t o  49 p e r c e n t  of g r o s s  p r o f i t  f rom 
c rop  had  a  c a s h  d e f i c i t  of $1,950 b u t  t h i s  was o f f s e e  by a  
$540 i n c r e a s e  i n  l i v e s t o c k  and  c r o p  on hand  t o  g i v e  an 
a d j u s t e d  c a s h  d e f i c i t  of  $1 ,410 .  Farms w i t h  o v e r  50 p e r c e n t  
o f  g r o s s  f a r m  p r o f i t  f rom c r o p  showed a  c a s h  d e f i c i t  of 
$1 ,728 .  A r e d u c t i o n  i n  t h e  v a l u e  of  l i v e s t o c k  a n d  c r o p  on 
hand  of  $2,924 compounded t h i s  d e f i c i t  w i t h  t h e  r e s u l t  t h a t  
t h e  a d j u s t e d  c a s h  d e f i c i t  was a s s e s s e d  a t  $4 ,652 .  

ECONOMIC INDICATORS 

1 % .  The r e t u r n  on t o t a l  f a r m  c a p i t a l  f o r  t h e  a v e r a g e  New 
Z e a l a n d  s u r v e y  f a r m  was 5.1 p e r c e n t  and t h e  r e t u r n  on f a rm 
e q u i t y  3 . 0  p e r c e n t .  Farms  w i t h  5-24 p e r c e n t  of t h e i r  g r o s s  
f a r m  p r o f i t  f rom c r o p  h a d  a  r e t u r n  on c a p i t a l  of 4 .6  percent .  
Those  f a r m s  w i t h  25- 49 p e r c e n t  of  g r o s s  f a r m  p r o f i t  f r ~ m  c r o p  
showed a  5.1 p e r c e n t  r e t u r n  on c a p i t a l  w h i l e  f o r  t h o s e  w i t h  
a b o v e  50  p e r c e n t  o f  g r o s s  f a r m  p r o f i t  f rom c r o p  t h e  r e t u r n  on 
f a r m  c a p i t a l  was 5 .8  p e r c e n t .  Farms w i t h  be low 5 p e r c e n t  0 %  

t h e i r  g r o s s  f a r m  p r o f i t  f rom c r o p  showed a  r e t u r n  on c a p i t a l  
of 3 . 8  p e r c e n t .  

1 3 e  When a d j u s t e d  f o r  c a p i t a l  g rowth  t h e  r e t u r n  on f a rm 
c a p i t a l  v a r i e d  f rom 37.3 p e r c e n t  i n  g roup  2  t o  51.5 p e r c e n t  
f o r  g roup  4  f a r m s .  The r e t u r n  t o  f a r m  e q u i t y  a d j u s t e d  f o r  
c a p i t a l  g rowth  v a r i e d  f rom 43 .5  p e r c e n t  i n  g roup  1  t o  60.3 
p e r c e n t  i n  g r o u p  4  f a r m s  i n d i c a t i n g  t h a t  t h e  g rowth  i n  f a r m  
c a p i t a l  o f f s e t  t h e  i n e f f i c i e n t  u s e  of bor rowed c a p i t a l .  



CHAPTER 1  

INTRODUCTION 

1 .1  B a c k g r o u n d  a n d  S u r v e y  D e s c r i p t i o n  

The p u r p o s e  o f  t h i s  economic  a n a l y s i s  i s  t o  p r o v i d e  
f i n a n c i a l  d a t a  r e l a t i n g  t o  t h o s e  New Z e a l a n d  w h e a t g r o w i n g  
f a r m s  t h a t  p a r t i c i p a t e d  i n  t h e  1981-82 w h e a t  e n t e r p r i s e  
s u r v e y .  The  a n a l y s i s  was b a s e d  upon  t h e  a n n u a l  f i n a n c i a l  
s t a t e m e n t s  p r e p a r e d  f o r  w h e a t g r o w e r s  b y  t h e i r  a c c o u n t a n t s .  

Farm a c c o u n t s  f o r  t h e  1981-82 f i n a n c i a l  y e a r  w e r e  
c o l l e c t e d  f o l l o w i n g  t h e  f a r m  v i s i t  i n  1 9 8 3 .  T h o s e  a v a i l a b l e  
f o r  a n a l y s i s  were g r o u p e d ,  a s  shown i n  T a b l e  l ,  a c c o r d i n g  t o  
t h e  d e g r e e  o f  c r o p p i n g  i n t e n s i t y  w h i c h  was  d e t e r m i n e d  b y  
e x p r e s s i n g  c r o p  i n c o m e  a s  a  p e r c e n t a g e  o f  g r o s s  f a r m  p r o f i t .  
C r o p  i n c o m e  i n c l u d e d  i n c o m e  f r o m  w h e a t ,  b a r l e y ,  s m a l l  s e e d s  
a n d  o t h e r  c r o p s .  

Of t h e  180 f a r m s  i n  t h e  1981-82 N e w  Z e a l a n d  w h e a t  
e n t e r p r i s e  s u r v e y ,  5 8  p e r c e n t  p r o v i d e d  f i n a n c i a l  s t a t e m e n t s  
s u i t a b l e  f o r  a n a l y s i s ,  8  p e r c e n t  p r o v i d e d  f i n a n c i a l  
s t a t e m e n t s  u n s u i t a b l e  f o r  a n a l y s i s  b e c a u s e  o f  i n s u f f i c i e n t  
i n f o r m a t i o n  w h i l e  34 p e r c e n t  e i t h e r  were u n a b l e ,  o r  r e f u s e d ,  
f o r  v a r y i n g  r e a s o n s  t o  p r o v i d e  f i n a n c i a l  s t a t e m e n t s .  W 1 1  
f a r m s  s u i t a b l e  f o r  a n a l y s i s  w e r e  " o w n e r - o p e r a t o r "  
p r o p e r t i e s .  

S i n c e  t h e  1980-89 f i n a n c i a l  a n a l y s i s  t h e  v a r i o u s  
f  i n a n c i a l  m e a s u r e s  u s e d ,  t e r m i n o l o g y ,  a n d  p r o c e d u r e s  h a v e  
b e e n  s t a n d a r d i s e d .  Minor  c h a n g e s  h a v e  t h e r e f o r e  r e s u l t e d  
f r o m  p r e v i o u s  r e p o r t s  (1977-78 t o  1 9 7 9 - 8 0 ) .  D e f i n i t i o n s  o f  
t e r m i n o l o g y  a n d  p r o c e d u r e s  u s e d  a r e  d e t a i l e d  i n  Append ix  A. 

1 .2  P h y s i c a l  C h a r a c t e r i s t i c s  o f  Fa rms  

The p h y s i c a l  c h a r a c t e r i s t i c s  o f  t h e  f o u r  f a r m i n g  g r o u p s  
a r e  s u m m a r i s e d  i n  T a b l e  2. The  t a b l e  s h o w s  t h e  e m p h a s i s  o n  
l i v e s t o c k  p r o d u c t i o n  i n  g r o u p  1  a n d  a n  i n c r e a s i n g  a r e a  
d e v o t e d  t o  c r o p p i n g  i n  g r o u p s  2 , 3  a n d  4. 

4 The  w h e a t  e n t e r p r i s e  s u r v e y  i s  a n  a n n u a l  s u r v e y  
u n d e r t a k e n  b y  t h e  A g r i c u l t u r a l  E c o n o m i c s  R e s e a r c h  U n i t  o n  
b e h a l f  o f  t h e  W h e a t g r o w i n g  S u b - S e c t i o n  o f  F e d e r a t e d  F a r m e r s  
o f  New Z e a l a n d  I n c .  R e s u l t s  f o r  t h e  1981-82 y e a r  a r e  
c o n t a i n e d  i n  R e s e a r c h  R e p o r t  No. 131 a n d  f o r  t h e  1982-83 
y e a r ,  i n  R e s e a r c h  R e p o r t  No. 942 



T A B L E  1  

F a r m  G r o u p s  ............................................................. ............................................................. 
G r o u p  C r o p  I n c o m e  a s  Percen tage  of G r o s s  N u m b e r  of  

F a r m  P r o f i t  F a r m s  
P__------O----------------~-~~-----~-----~---------~~~-~--~~~ 

Range A v e r a g e  N u m b e r  

4 50  and above 7 1 . 6  32 

A l l  F a r m s  3 7 . 6  1 0 5  ............................................................. ............................................................. 

TABLE 2  

P h y s i c a l  F a r m  C h a r a c t e r i s t i c s  ............................................................. ............................................................. 
G r o u p  l 2  3 4 A 1 1  F Z L ~ P ~ P S  

T o t a l  A r e a  ( h a )  2 5 5 0 4  2 0 3 . 8  1 9 6 . 0  168 .4  1 9 5 , 8  

E f f e c t i v e  A r e a  ( h a )  2 5 0 . 5  996 .9  185 .7  1 6 3 . 8  1 8 8 . 8  

S t o c k  U n i t s  ( n o )  ' 3184 2 5 4 5  1800  1 1 4 3  1936  

W h e a t  A r e a  (ha) 2 - 3  1 2 c 0  1 8 . 4  3 0 . 9  1 8 , 9  

B a r l e y  A r e a  ( h a )  O 0 0  4 0  4 42.7 2 2 . 0  1 % * 2  

Pea A r e a  ( h a )  O 0 8  0 o 0  2 . 8  1 3 . 6  5 . 1  

S m a l l  Seed A r e a  ( h a )  0 0 6  3 o  1 2 . 5  2 9 . 5  1 8 . 7  

O t h e r  C r o p  A r e a  ( h a )  9 . Q  1 0 7  4 . 2  4 . 9  3 6 4 

Crop A r e a  ( %  of 1 0 6  1 0 0 6  2 1  - 9  6 1  , 6  26 , 6  
E f f e c t i v e  A r e a )  ............................................................. ............................................................. 



CHAPTER 2 

CAPITAL STRUCTURE 

The  c a p i t a l  s t r u c t u r e  o f  w h e a t g r o w i n g  f a r m s  i n  N e w  
Z e a l a n d  i s  d e t a i l e d  i n  T a b l e  3 .  V a l u a t i o n s  o f  l a n d  a n d  
b u i l d i n g s ,  l i v e s t o c k ,  p l a n t  a n d  m a c h i n e r y  a p p l y  a s  a t  t h e  
s t a r t  o f  t h e  1981-82 f i n a n c i a l  y e a r .  D e f i n i t i o n s  o f  
t e r m i n o l o g y  a n d  p r o c e d u r e s  u s e d  a r e  d e t a i l e d  i n  A p p e n d i x  A. 

2 .1  Farm A s s e t s  

T o t a l  f a r m  a s s e t s  on t h e  a v e r a g e  N e w  Z e a l a n d  s u r e v y  f a r m  
were  v a l u e d  a t  $ 5 7 9 , 5 2 8 ;  7 8  p e r c e n t  o f  t o t a l  f a r m  a s s e t s  w e r e  
i n v e s t e d  i n  l a n d  a n d  b u i l d i n g s ,  19  p e r c e n t  i n  l i v e s t o c k  a n d  
p l a n t  a n d  3 p e r c e n t  i n  c r o p  on h a n d .  C u r r e n t  l i a b i l i t i e s  
e x c e e d e d  c u r r e n t  a s s e t s  r e s u l t i n g  i n  a w o r k i n g  c a p i t a l  d e f i c i t  
o f  $ 1 6 , 2 7 9 .  T o t a l  f a r m  a s s e t s  i n c l u d i n g  w o r k i n g  c a p i t a l  
t h e r e f o r e  a m o u n t e d  t o  $ 5 6 3 , 2 4 9 .  

2 . 2  Farm L i a b i l i t i e s  

T o t a l  f a r m  l i a b i l i t i e s  on t h e  a v e r a g e  N e w  Z e a l a n d  s u r v e y  
f a r m  w e r e  v a l u e d  a t  $ 1 0 2 , 2 7 2 .  T h e  two  m a i n  s o u r c e s  of  f a r m  
l i a b i l i t i e s  i n  o r d e r  o f  i m p o r t a n c e  w e r e  p r i v a t e  l e n d e r s  
i n c l u d i n g  s o l i c i t o r s  ( 5 2 . 0  p e r c e n t  o f  t o t a l  f a r m  l i a b i l i t i e s )  
a n d  t h e  R u r a l  Bank ( 2 3 - 1  p e r c e n t  o f  t o t a l  f a r m  l i a b i f i t i e s ) .  

Group 2  f a r m s  h a d  t h e  h i g h e s t  l e v e l  o f  f a r m  l i a b i l i t i e s  
a t  $1 1 9 , 8 1 9 ,  t h i s  b e i n g  57 p e r c e n t  h i g h e r  t h a n  g r o u p  1.  

2 P l a n t  a n d  m a c h i n e r y  were v a l u e d  a t  h i s t o r i c a l  c o s t  e x  
t h e  f i n a n c i a l  s t a t e m e n t s  w h i l e  m a r k e t  v a l u e s  were u s e d  f o r  
l i v e s t o c k .  



TABLE 3 

, C a ~ i t a l  S t r u c t u r e  ( a t  S t a r t  of  Y e a r 1  ............................................................. ............................................................. 
Group l 2 3 4 A l l  

Farms 

Land and  
B u i l d i n g s  446,318 477,249 404,174 493,490 454,600 

T r a c t o r ,  T ruck ,  
Header  28,937 35 92 1 38 048 57,923 42,604 

O t h e r  P l a n t  8,396 15,684 16,068 22,679 17, 180 
s h e e p  69,597 60,591 42,504 22,519 43,903 
C a t t l e  26,343 13,272 3,229 1, 164 7,604 
o t h e r  0 0 2,426 410 934 

-----P- -_---_- _ _ _ - - _ P  -----_- ----P-- 
T o t a l  Farm 

C a p i t a l  579,591 602,319 506,449 598,185 566,825 

P r o d u c e  on Hand 

Wheat 40 0 5,027 6#865 10,661 6,872 
B a r l e y  0 1 19 1,182 2,806 1,280 
p e a s  0 0 Q l, 720 524 
S m a l l  Seeds  182 454 8 0 2  8,388 2,960 
O t h e r  Crops  127 Q 9 18 74 l 545 
Wool 6380 793 369 693 522 ----- ----- 0 0 _ - _  ----- ----- 

T o t a l  P r o d u c e  2,009 6,393 10,136 24,509 12,703 

T o t a l  Farm A s s e t s  581,600 689,110 516,585 622,694 579,528 

Working C a p i t a l  

Bank -3,343 -5,849 -3,380 -4,524 -4,493 
S t o c k  F i rm -1,904 -5 ,667  -10,675 -6,795 -7,286 
E q u a l i s a t i o n  

D e p o s i t s  1, Q00 1,522 0 703 710 
Sundry  D e b t o r s  2,958 3,667 2,828 4,675 3,620 
Sundry  C r e d i t o r s  5,862 6,256 7,372 13,617 8,830 ----- - - - - m  - m - - -  W - - - - -  ----- 

Working C a p i t a l  - 7 , 1 5 1  -12,583 -18,999 -19,558 -16,279 

T o t a l  Farm A s s e t s  
I n c l u d i n g  Working 

C a p i t a l  574,449 596,527 497,586 603,136 563,249 ............................................................. 
( T a b l e  3 Cont  . )  



TABLE 3 ( C o n t . )  

C a p i t a l  S t r u c t u r e  ............................................................. 
Group l 2 3 4 A 1  l 

Farms ............................................................. 
Farm ~ i a b i l i t i e s  $ $ $ $ $ 

F i x e d  L i a b i l i t i e s  
R u r a l  Bank 
Govt .  A g e n c i e s  
O t h e r  t h a n  t h e  
R u r a l  Bank 
Commercial  Bank 
I n s u r a n c e  Coy. 
S t o c k  F i rm 
P r i v a t e  
County C o u n c i l  
H i r e  P u r c h a s e  
O t h e r  F i n a n c i a l  

I n s t i t u t i o n s  
S o l i c i t o r s  

Sub T o t a l  

S p e c i f i c  R e s e r v e s  1,000 1,522 0 703 710 ------ - - - - m -  ------ -a---- ------ 
T o t a l  Farm 

L i a b i l i t i e s  75,825 119,819 81,581 119,194 102,272 
----09- -_----- - - _ - 0 - -  - - W - - - -  ------_ 

Farm E q u i t y  498,624 476,708 416,005 483,942 460,977 

 on-  arm A s s e t s  

P e r s o n a l  A s s e t s  168 2 ,  63'7 l , 035 169 958 
I n v e s t m e n t s  16,451 11,572 3,759 9,586 8,873 

---a-- - W - - - -  - - - W - -  - - - - m -  v----- 

T o t a l  Non-Farm 
A s s e t s  16,569 13,709 4,794 9,755 9,831 

- W - - - -  W-- - - -  - - - -m-  - - - m - -  ------ 
Net  Worth 515,193 490,417 420,799 493,697 470,808 
................................................................... 



2 . 3  Movement i n  C a p i t a l  S t r u c t u r e  and  Farm E a u i t v  
p e r  E f f e c t i v e  H e c t a r e  

A summary of  t h e  c h a n g e  i n  c a p i t a l  s t r u c t u r e  a n d  f a r m  
e q u i t y  p e r  h e c t a r d  f o r  t h e  p e r i o d  1981 -82  i s  g i v e n  i n  T a b l e  
4 .  T o t a l  f a r m  c a p i t a l  o n  t h e  a v e r a g e  New Z e a l a n d  s u r v e y  f a r m  
was $ 3 0 0 2  p e r  h e c t a r e  a t  the s t a r t  of t h e  f i n a n c i a l  y e a r .  
T h i s  i n c r e a s e d  by $ 1 9 5 3  p e r  h e c t a r e  d u r i n g  t h e  y e a r  t o  $4155  
p e r  h e c t a r e .  The v a l u e  of  p r o d u c e  on hand  d e c r e a s e d  by $ 1  p e r  
k e c t a r e  and  t h e  work ing  c a p i t a l  p o s i t i o n  d e c l i n e d  b y  $8  p e r  
h e c t a r e  t o  o f f s e t  t h e  improvement  i n  f a r m  c a p i t a l  w i t h  t h e  
r e s u l t  t h a t  t o t a l  f a r m  a s s e t s  a d j u s t e d  f o r  w o r k i n g  c a p i t a l  
i n c r e a s e d  by  $ 1 1 4 4  p e r  h e c t a r e  to $ 4 1 2 7  p e r  h e c t a r e  o v e r  t h e  
t w e l v e  month p e r i o d .  Farm l i a b i l i t i e s ,  however ,  i n c r e a s e d  by 
$ 3 7  p e r  h e c t a r e  t o  $599 p e r  h e c t a r e  w i t h  t h e  r e s u l t  t h a t  f a r m  
e q u i t y  i n c r e a s e d  f rom $ 2 4 4 1  p e r  h e c t a r e  t o  $ 3 5 4 8  p e r  h e c t a r e  
o v e r  t h e  t w e l v e  month p e r i o d .  Farm e q u i t y  a s  a p e r c e n t a g e  of  
t o t a l  f a r m  a s s e t s  i n c l u d i n g  w ~ r k i n g  c a p i t a l  i n c r e a s e d  from 
8 1 0 8  p e r c e n t  a t  t h e  s t a r t  of the year t o  8 & e 8  p e r c e n t  by t h e  
e n d ,  However, t h e  l i q u i d i t y  p o s i t i o n ,  a s s e s s e d  a s  awss%d 
p r o d u c e  l e s s  n e t  w o r k i n g  c a p i t a l ,  d e c l i n e d  %ram a  d e f i c i t  of  
$19 p e r  k e c t a r e  a t  t h e  s t a r t  of t h e  y e a r  t o  a d e f i c i t  of $ 2 8  
p e r  h e c t a r e  a t  t h e  end of  t h e  y e a r o  

Non-farm a s s e t s  i n  g r o u p s  1 , 2  and  4 were s i m i l i a r  a t  
be tween  $60 and  $ 7 0  per h e c t a r e  a t  t h e  s t a r t  o f  t h e  year 
i n c r e a s i n g  t o  be tween  $ 7 0  and $85  p e r  h e c t a r e  by  t h e  end o f  
% h e  y e a r .  I n  g roup  3  f a r m s  non-farm a s s e t s  i n c r e a s e d  f rom $ 2 6  
p e r  h e c t a r e  a t  t h e  s t a r t  t o  $37 p e r  h e c t a r e  by  t h e  end of  t h e  
y e a r .  

_- - - - - - - -0__-_-_9_ 

3 A l l  f i g u r e s  a r e  on a p e r  e f f e c t i v e  h e c t a r e  b a s i s .  



TABLE 4 

C a p i t a l  S t r u c t u r e  P e r  E f f e c t i v e  H e c t a r e  ............................................................. ............................................................. 
Group l 2 3 4 A l l  

Farms 
e-o---------------------------------------------------------- 

$ $ $ $ $ 
S t a r t  of t h e  Year 

C a p i t a l  V a l u e  
Land and  

B u i l d i n g s  1,782 2,424 2,176 3,012 2,407 
L i v e s t o c k  3 8 3  3 7 5  259  144  278  
P l a n t  and  

Machinery  1 4 9  2 6 2  29  1 4 9 2  3 17  
m - - - -  - - - W -  - - m - -  - - - - W  - -m- -  

T o t a l  Farm C a p i t a l  2,314 3 ,061 2,726 3 ,651 3,002 

P r o d u c e  on Hand 8 3 2  55  150  6 %  
Working C a p i t a l  -29  - 6 4  -102  - 1  1 9  -86  

- - -m- -m-- -  ----- ----- - - -m- 

T o t a l  Farm A s s e t s  
I n c l u d i n g  Working 

C a p i t a l  2 , 293  3,029 2,679 3 ,682 2,983 
T o t a l  Farm 

L i a b i l i t i e s  3 0 3  6 0 9  439  7 2 8  54 2 ----- ----- - - - m -  ----- -m-- -  

Farm E q u i t y  1,990 2,420 2 , 240 2 ,954 2,441 

Non-Farm A s s e t s  6 6  7 0  26  6 0  5 2  ----- - - - - W  - m - - -  - W - - -  ----- 
Net  Worth 2,056 2,490 2 , 266  3 ,014 2,493 

End O f  Year 

C a p i t a l  V a l u e  
Land and  

B u i l d i n g s  2,672 3 ,451 3,103 4 ,662 3,547 
L i v e s t o c k  3 6 2  3 6 8  260 1 4 1  27 1 
P l a n t  and  

Machinery  133  2 5 7  304 5 6 6  337 
----m ---a- - - - -m - -m--  ----- 

T o t a l  Farm C a p i t a l  3,167 4,076 3,667 5,369 4,155 

P r o d u c e  on Hand 2 2 8  59 1 4 9  6 6  
Working C a p i t a l  - 3 4  -67  - 1  13 -130  -94  

T o t a l  Farm A s s e t s  
I n c l u d i n g  Working 

C a p i t a l  3, 135  4,037 3,613 5,388 4,127 
o - - - - - - - - - - - - - - o - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - m - - - - - -  

( T a b l e  4 C o n t . . . )  



TABLE 4  ( C o n t . . . )  

C a p i t a l  S t r u c t u r e  P e r  E f f e c t i v e  H e c t a r e  ............................................................. ............................................................. 
Group 1  2  3  4 A I  l. 

Farms 
---o------o_------o--------------------------~--~--~~-~~--~-- 

S $ S S $ 

T o t a l  Farm 
~ i a b i l i t i e s  324  6 2 3  47  0  8 0 5  5 7 9  

----a - - - -m - - W - -  W - - - -  - W - - -  

Farm E q u i t y  2,8410 3 , 4 1 4  3 , 1 4 3  4 , 5 8 3  3 , 5 4 8  
Non-Farm A s s e t s  7  9 8 6  3'4 7 4  6 5  

--m-- --*-- m - - - -  ----- - - - - m  

B e t  Worth 2 , 8 8 1  3 , 5 0 0  3 , 1 8 0  4 , 6 5 7  3,6413 

Changes  i n :  

T o t a l  F a r m  C a p i t a l  853 1,015 94 1 4,"%48 %,l553 

P r o d u c e  on Hand -6 -4 - 4  - 1  - 1  
Working C a p i t a l  - S  -3  - 1  9 - 1  4 -8  

--v-- - -m--  _-___ - - - W -  - W - = -  

T o t a l  Farm A s s e t s  
I n c l u d i n g  Working 

C a p i t a l  8 4 2  1 , 0 0 8  926 4,9986 '1, '144 

T o t a l  Farm 
L i a b i l i t i e s  2 1  14 31  77  37 

Farm E q u i t y  8 2 %  994 8 9 5  4 ,629  4 ,187  

Non-Farm Ass @$S 5 $ 6  1 %  '14 13 

N e t  Worth 8 2 6  1 , 0 1 0  906  1 , 6 4 3  1 ,  420 

C a p i t a l  R a t i o s  

Parm E q u i t y  as 
P e r c e n t a g e  of  T o t a l  
Farm A s s e t s  i n c l u d i n g  
Working C a p i t a l  

S t a r t  o f  Year ( % )  8 G e 8  7 g 0 9  
End o f  Year  ( % )  8 9 . 6  8308 

P r o d u c e  on Hand l e s s  
Working C a p i t a l  

S t a r t  o f  Year ( $ )  - % I  -32  -47 3  9 -19 
End o f  Year  ( $ )  - 3 2  -39 - 5 4  4 9  - 2 8  ............................................................. ............................................................. 



CHAPTER 3  

INCOME AND EXPENDITURE 

G r o s s  f a r m  p r o f i t  and  e x p e n d i t u r e  d e t a i l s ,  a l o n g  w i t h  t h e  
d i s p o s i t i o n  of  n e t  f a r m  p r o f i t ,  a r e  g i v e n  i n  T a b l e  5 .  
D e f i n i t i o n s  of  t e r m i n o l o g y  a n d  p r o c e d u r e s  u s e d  a r e  d e t a i l e d  i n  
Appendix  A.  

G r o s s  Farm P r o f i t  

T a b l e  5 shows t h a t  t h e  g r o s s  f a r m  p r o f i t  f o r  t h e  a v e r a g e  
New Z e a l a n d  s u r v e y  f a r m  was $98 ,431  of  which 59 p e r c e n t  came 
f rom l i v e s t o c k  p r o d u c t i o n .  The o t h e r  s o u r c e s  of  income were  
whea t  ( 1 8  p e r c e n t )  and  o t h e r  c r o p s  i n c l u d i n g  b a r l e y ,  p e a s  and  
s m a l l  s e e d s  ( 26 p e r c e n t ) .  G r o s s  f a r m  p r o f i t  i n c r e a s e d  w i t h  
i n c r e a s i n g  c r o p  i n t e n s i t y ;  g r o s s  f a r m  p r o f i t  of  $198 ,373  f o r  
g r o u p  4  f a r m s  was 48 p e r c e n t  g r e a t e r  t h a n  g roup  1  f a r m s .  

T a b l e  6 d e t a i l s  g r o s s  f a r m  p r o f i t  f o r  v a r i o u s  e n t e r p r i s e s  
on  a  p e r  h e c t a r e  and  p e r  s t o c k  u n i t  b a s i s .  I t  i s  s e e n  t h a t :  

l. T o t a l  gross f a r m  p r o f i t  p e r  h e c t a r e  i n c r e a s e d  w i t h  
i n c r e a s e d  c r o p p i n g  i n t e n s i t y .  

2 .  L i v e s t o c k  g r o s s  f a r m  p r o f i t  p e r  s t o c k  u n i t  i n  g r o u p s  2  
a n d  3 was s i m i l i a r  a t  a r o u n d  $28 t o  $30 p e r  s t o c k  u c i t .  Group 
4 f a r m s  had  a  l i v e s t o c k  g r o s s  p r o f i t  p e r  s t o c k  u n i t  of  $26.60 
w h i l e  on g roup  1 p r o p e r t i e s  i t  f e l l  t o  $24.40 p e r  s t o c k  u n i t .  

3 .  I n c r e a s e d  c r o p p i n g  i n t e n s i t y  was a s s o c i a t e d  w i t h  
i n c r e a s e d  whea t  g r o s s  p r o f i t  p e r  t o t a l  f a rm h e c t a r e .  However, 
when wheat  g r o s s  p r o f i t  was e x p r e s s e d  on a  p e r  h e c t a r e  of  
w h e a t  grown b a s i s ,  whea t  g r o s s  p r o f i t  peaked  on g r o u p  3 f a rms  
a n d  t h e n  f e l l  by n e a r l y  17 p e r c e n t  on group  4 f a r m s .  

4.  Income p e r  h e c t a r e  of  o t h e r  c r o p s  grown i n c r e a s e d  w i t h  
i n c r e a s i n g  c r o p p i n g  i n t e n s i t y .  I n  group  2  o t h e r  c r o p  income 
p e r  h e c t a r e  was s i m i l a r  t o  l i v e s t o c k  income p e r  h e c t a r e  b u t  
l e s s  t h a n  wheat  income p e r  h e c t a r e  of  wheat  grown. I n  g roups  
3 and  4 ,  o t h e r  c r o p  income was h i g h e r  t h a n  l i v e s t o c k  g r o s s  
income b u t  l ower  t h a n  whea t  income p e r  h e c t a r e .  



TABLE 5 
Gross Farm P r o f i t  and E x ~ e n d i t u r e  ............................................................. ............................................................. 

Group I 2 3 4 a l l  
Farms ............................................................. 

$ $ $ $ $ 
Gross Farm P r o f i t  

Gross Farm Revenue 
wool 35,866 
Sheep 36,221 
c a t t l e  15,794 
Wheat 1,114 
B a r l e y  0  
Peas  0 
Small  Seeds  - 1 %  
O t h e r  Crops 137 
Webates /Subsidies  826 
Produce, Milk, Pigs Q 
Sundry- 

Hay, Grazing 3 0 5  

SUE) T o t a l  9 0 , i 5 1  

Less  L i v e s t o c k  Purchases 

Sheep 
C a t t l e  
o t h e r  

T o t e l  Purchases  3 8 , 9 3 7  1 2 , 0 5 2  12,418 8 a 956 1 1 , 0 3 Q  

Gross Farm P r o f i t  8 0 , 1 1 4  9 4 , 1 9 1  89,286 918 ,373  9 8 , 4 3 1  
_ - - _ - _ _ _ - - - 9 _ d _ _ _ - _ - - - - - ~ ~ - - - - - - - * - - - - - - - - - - - ~ ~ - - - - - ~ - ~ - ~ ~ - ~ ~  

(Table 5 Conto,,) 



TABLE 5 ( C o n t . . . )  
G r o s s  Farm P r o f i t  a n d  E x p e n d i t u r e  ............................................................. ............................................................. 

G r o u p  l 2 3 4 A l l  

Fa rms  ............................................................. 
$ $ $ $ $ 

G r o s s  Farm E x p e n d i t u r e  

Farm W o r k i n g  E x p e n s e s :  
Wages 14,862 11,232 8,120 10,055 10,216 
Animal  H e a l t h  1,764 2 ,394 1,747 @1,279 1,773 
S e e d  a n d  

F e r t i l i s e r  7,377 8,363 9,059 12,916 9,878 
F r e i g h t  2,438 2,099 1,454 2,660 2,090 
O t h e r  9,399 12,276 60,890 19 ,458 13,701 

---P-- - W - - - -  ------ ------ -- - -m-  

S u b - T o t a l  35,840 36,364 31,270 46 ,363 37 ,658 

R e p a i r s  a n d  M a i n t .  6,371 6,996 5,901 7,765 6,800 

T r a c t o r  & V e h i c l e  E x p e n s e s :  
R e p a i r s  & M a i n t .  3,952 4,469 5,720 6,480 5,445 
F u e l  & O i l  3,712 4,798 5,276 7 ,024 5,522 

Admin. ,  R a t e s  
I n s u r a n c e  5,700 5,481 4,936 6,147 5,525 

D e b t  S e r v i c i n g  10,160 13 ,929 15 ,306 16 ,365 14,736 ------ - - - -m-  - W - - - -  ------ - - - - - m  

T o t a l  Cash  
E x p e n d i t u r e  65,735 72,037 68,409 90 ,149 75 ,686 ' 

D e p r e c i a t i o n  
B u i l d i n g s  1,148 9 9 8  922  9 4 8  973  
M o t o r i s e d  P l a n t  5,787 7,184 7,605 11,509 8,496 
Non-Mot. P l a n t  8 3 9  1,737 1,607 2,268 1,761 

- - - - - m  - - - - m -  - - -a--  m-----  ------ 
G r o s s  Farm 

E x p e n d i t u r e  73,509 81,956 78,543 104,874 86 ,946  
- - - - - - - - - - - - O - - - - O - - - - - - - - - - - - - - - - - - - - - ~ - - - - - - - - - ~ - - - - - - - - - ~  

Net Farm P r o f i t  - $ 6,605 12, 155  10,743 13 ,499 19,595 - % G r o s s  Farm 
P r o f i t  8 . 2  12.9 12.0 19 ,4  '81.7 

U s e d  A s  F o l l o w s :  
P e r s o n a l  

D r a w i n g s  10,439 12,568 11,888 12 ,568  42,448 
T a x a t i o n  3,206 4,473 5,861 6,177 5,322 
" S a v i n g s "  -7  , 04 1 -4,888 -7,OO 1 -5,248 -5,924 ............................................................. ............................................................. 



TABLE 6  

G r o s s  Farm P r o f i t - E n t e r ~ r i s e  A n a l y s i s  ............................................................. ............................................................. 
Group 1  2  3 4  A l l  

Farms 

G r o s s  Farm Profits 

L i v e s t o c k  ($/ha) 3 1 0  3 8 8  2 7 6  186 287  
Wheat ( $ / h a )  4  55 1 0 1  160 9 1  
O t h e r  Crops  ( $ / h a )  1  22 76 3 5 8  125 
S u n d r y  ( $ / h a )  5 13 28 I 9  19  --- --- m - -  m-- - W -  

T o t a l  G r o s s  Farm 
P r o f i t  ( $ / h a )  320  4 7 8  48 1  7 2 3  5 2 2  

L i v e s t o c k  
% $ / s t o c k  u n i t )  2 4 . 4 0  SO. 00  28  . 50 26 , 60 2 8  . Q Q  

L i v e s t o c k  
( $ / h a  P a s t u r e )  3 I 8  426 3 2 0  3 2 9  3 6 3  

Wheat ($/ha 
whea t  grown) 4 8 4  9 0  9 41,022 850  9 0 8  

O t h e r  Crops  ( $ / h a  
o t h e r  c r o p s  grown) 7 8  474 6 2 5  8 3 6  7 5 0  ............................................................. ............................................................. 

3 .2  G r o s s  Farm E x p e n d i t u r e  

T a b l e  S shows g r s s s  f a r m  e x p e n d i t u r e  f o r  t h e  a v e r a g e  Mew 
Z e a l a n &  survey f a r m  to be $86,916; t h e  main components  a r e  
f a r m  w o r k i n g  e x p e n s e s  ( 4 %  p e r c e n t ) ,  t r a c t o r  and  v e h i c l e  
e x p e n s e s  i n c l u d i n g  d e p r e c i a t i o n  24  p e r c e n t )  a n d  d e b t  
s e r v i c i n g  ( 17 p e r e e n t  1 . 

T a b l e  7 g i v e s  a summary of g r o s s  f a r m  e x p e n d i t u r e  on a  
p e r  h e c t a r e  b a s i s .  G r o s s  f a r m  e x p e n d i t u r e  p e r  h e c t a r e  
i n c r e a s e d  w i t h  i n c r e a s i n g  c r o p p i n g  i n t e n s i t y .  I n  g r o u p  4 ,  
f a r m  w o r k i n g  e x p e n s e s  were  t w i c e  t h e  f a r m  work ing  e x p e n s e s  on 
g r o u p  1  f a r m s ,  w h i l e  t r a c t o r  a n d  v e h i c l e  e x p e n s e s  w e r e  two a n d  
a  h a l f  t i m e s  g r e a t e r e  

3 . 3  p e t  Farm P r o f i t  D i s p o s i t i o n  

T a b l e  5 shows wet f a rm p r o f i t  ( g r o s s  f a r m  p r o f i t  minus  
g r o s s  f a r m  e x p e n d i t u r e )  on t h e  a v e r a g e  New Zea land  s u r v e y  f a r m  
t o  b e  $ 1 1 , 5 1 5  o r  n e a r l y  I 2  p e r c e n t  o f  g r o s s  f a r m  p r o f i t .  
P e r s o n a l  d r a w i n g s  and  t a x a t i o n  e x c e e d e d  t h i s  n e t  f a r m  p r o f i t  
t h e r e b y  r e s u l t i n g  i n  a  d e f i c i t  p e r  f a r m  of $ 5 , 9 2 7 0  



T a b l e  8 g i v e s  a  summary o f  t h e  d i s p o s a l  o f  n e t  f a r m  
p r o f i t  on a  p e r  h e c t a r e  b a s i s .  Gross  f a r m  e x p e n d i t u r e  
i n c r e a s e d  w i t h  i n c r e a s i n g  c r o p p i n g  i n t e n s i t y  p a r t l y  o f f s e t t i n g  
t h e  i n c r e a s e d  g r o s s  f a r m  p r o f i t  c h a r a c t e r i s t i c  o f  t h e  more 
i n t e n s i v e l y  c r o p p e d  p r o p e r t i e s .  T h i s  r e s u l t e d  i n  t h e  a v e r a g e  
Mew Z e a l a n d  s u r v e y  fa rm h a v i n g  a  n e t  f a r m  p r o f i t  p e r  h e c t a r e  
of $ 6 3  which  t h o u g h  s i m i l i a r  t o  g r o u p s  2 and  3 f a r m s  was $ 1 9  
p e r  h e c t a r e  l ower  t h a n  g r o u p  4 b u t  $37 p e r  h e c t a r e  g r e a t e r  
t h a n  g r o u p  1. 

P e r s o n a l  e x p e n d i t u r e  a n d  t a x a t i o n  which on t h e  a v e r a g e  
New Z e a l a n d  s u r v e y  f a rm amounted t o  $ 9 2  p e r  h e c t a r e  e x c e e d e d  
n e t  f a r m  p r o f i t  p e r  h e c t a r e ,  a  f a c t o r  common t o  a l l  f a r m  
g r o u p s .  

TABLE 7 

E r o s s  Farm E x p e n d i t u r e  P e r  Ef f e c t i v e  H e c t a r e  ............................................................. ............................................................. 
Group 1 2 3 4 A%$. 

Farms ............................................................. 
$/ha  $ /ha  $/ha $ / h a  S /ha  

Farm Working Expenses  : 

Wages 59 57  44 6 1 54 
Animal H e a l t h  7 1 2  9 8 9 
Seed  a n d  

F e r t i l i s e r  29 43  49 79 52  
F r e i g h t  10 1 1  8 16  1 1  
O t h e r  38 6 2  57 119 73 --- W - -  --- --- --- 

S u b - T o t a l  143 185  167 283  199  

R e p a i r s  & Main t .  25 36  32 47 , 3 6  

T r a c t o r  & V e h i c l e  Expenses :  
R e p a i r s  & Main t .  16 23 3 1 40 29  
F u e l  a n d  O i l  15 2 4  28 43 2 9  

Admin., R a t e s ,  
I n s u r a n c e  23 29  2 7 38 2 9  

Debt  S e r v i c i n g  4 1 7 l 82  108 7 8  --- --B m - -  --- W-- 

T o t a l  Cash 
E x p e n d i t u r e  26 3 368  367 55 1 4 0 0  

D e p r e c i a t i o n  3 1 50  55 90 5 9  

G r o s s  Farm 
E x p e n d i t u r e  294  4 1 8  422 6 4  1 4 5 9  ............................................................. ............................................................. 



TABLE 8 

Net Farm P r o f i t  D i s p o s i t i o n  Per E f f e c t i v e  Hectare ............................................................. ............................................................. 
Group 1 2 3 Q Af % 

F a r m s  
-- -p- p - 

$/ha $%ha $/ha $/ha $/ha 
~ r s s s  Farm P r o f i t  320 4 7 8  4 8 1  723 522 
l e s s  Gross Farm 

Expenditure  294 418  422  64 1 459  --- e-- W-- m-- W - -  

Net Farm P r o f i t  26 60 59 8 2  63 

used  a s  F o l l o w s :  
Persona l  

Drawings 42 64 64 77 64 
Taxat ion  1% 23 32 38 28 
s e S a ~ i n g ~ ' o  -29 -27  -37 -33 -29 ....................................................... ----- -------------------------------------------------------=----- 



CHAPTER 4  

CASH F L O W  STATEMENT 

The  c a s h  f l o w  p o s i t i o n  o f  w h e a t  g r o w i n g  f a r m s  i n  New 
Z e a l a n d  f o r  t h e  1981-82 s e a s o n  i s  g i v e n  i n  T a b l e  9. 

4 .1  S o u r c e  a n d  D i s p o s i t i o n  o f  C a s h  

T a b l e  9  shows t h a t  t h e  a v a i l a b l e  c a s h  on t h e  a v e r a g e  New 
Z e a l a n d  s u r v e y  f a r m  was $ 4 5 , 6 8 3 ,  51  p e r c e n t  o f  w h i c h  came f r o m  
d i r e c t  f a r m  t r a d i n g .  The  o t h e r  s o u r c e s  o f  a v a i l a b l e  c a s h  w e r e  
a n  i n c r e a s e  i n  f a r m  l i a b i l i t i e s  ( 2 6  p e r c e n t ) ,  s a l e  o f  a s s e t s  
( 1 3  p e r c e n t )  a n d  non- fa rm i n c o m e  ( 1 0  p e r c e n t ) .  T o t a l  c a s h  
d i s p o s i t i o n  . o n  t h e  a v e r a g e  N e w  Z e a l a n d  s u r v e y  f a r m  was 
$ 4 7 , 1 8 4 .  T h e  c o m p o n e n t s  o f  t h i s  e x p e n d i t u r e  w e r e  c a p i t a l  
e x p e n d i t u r e  ( 4 6  p e r c e n t ) ,  p e r s o n a l  e x p e n d i t u r e  ( 4 4  p e r c e n t )  
a n d  l o a n  r e p a y m e n t s  ( 1 0  p e r c e n t ) .  A r e d u c t i o n  i n  t h e  v a l u e  o f  
p r o d u c e  a n d  c r o p  on h a n d . a t  t h e  e n d  o f  t h e  y e a r  compounded t h e  
c a s h  d e f i c i t  o f  $ 1 , 5 0 1 .  L i v e s t o c k  o n  h a n d  d e c r e a s e d  b y  $ 3 5 4 ,  
w o o l  b y  $ 1 8 7 ,  w h i l e  c r o p  on h a n d  d e c r e a s e d  by $15  g i v i n g  a  
d e c r e a s e  i n  t o t a l  i n v e n t o r y  o f  $ 5 5 6  a n d  a n  a d j u s t e d  c a s h  
d e f i c i t  o f  $2057 .  

I n  g r o u p  1  t h e  c a s h  s u r p l u s  f r o m  f a r m i n g  c o v e r e d  p e r s o n a l  
d r a w i n g s ,  t a x a t i o n  a n d  2  p e r c e n t  o f  s u n d r y  i n v e s t m e n t s .  T h e  
b a l a n c e  o f  t h e  s u n d r y  i n v e s t m e n t s ,  e x i s t i n g  l o a n  r e p a y m e n t s  
a n d  c a p i t a l  e x p e n d i t u r e  a m o u n t i n g  t o  $ 1 6 , 3 0 3  was f i n a n c e d  b y  
a n  i n c r e a s e  i n  f a r m  l i a b i l i t i e s  ( $ 7 , 3 3 9 1 ,  s a l e  o f  a s s e t s  
( $ 3 6 9 5 ) ,  a n d  non- fa rm i n c o m e  ( $ 3 , 8 4 3 1 ,  l e a v i n g  a  c a s h  d e f i c i t  
o f  $ 1 , 4 2 6 .  T h i s  c a s h  d e f i c i t  was p a r t l y  o f f s e t  b y  a n  i n c r e a s e  
i n  u n s o l d  p r o d u c e  on h a n d  of $ 6 4 3  l e a v i n g  a n  a d j u s t e d  c a s h  
d e f i c i t  o f  $783 .  The i n c r e a s e  i n  f a r m  l i a b i l i t i e s  ( $ 7 , 3 3 9 )  
was  g r e a t e r  t h a n  l o a n  r e p a y m e n t s  ( $ 2 , 2 9 7 1 ,  t h e r e f o r e  a n  
i n c r e a s e  i n  f u t u r e  d e b t  s e r v i c i n g  i s  e x p e c t e d .  

I n  g r o u p  2  t h e  c a s h  s u r p l u s  f r o m  f a r m i n g  c o v e r e d  p e r s o n a l  
d r a w i n g s ,  t a x a t i o n ,  s u n d r y  i n v e s t m e n t s  a n d  7  p e r c e n t  o f  t h e  
l o a n  r e p a y m e n t s .  The b a l a n c e  o f  t h e  l o a n  r e p a y m e n t s  a n d  t h e  
c a p i t a l  e x p e n d i t u r e  a m o u n t i n g  t o  $ 1 6 , 9 0 8  was f i n a n c e d  b y  a n  
i n c r e a s e  i n  f a r m  l i a b i l i t i e s  o f  $ 7 , 3 2 5 ,  s a l e  o f  a s s e t s  of 
$ 4 , 9 5 5  a n d  n o n - f a r m  i n c o m e  o f  $ 3 , 9 5 3 ,  l e a v i n g  a  c a s h  d e f i c i t  
o f  $677 .  T h i s  c a s h  d e f i c i t  was  o f f s e t  b y  a n  i n c r e a s e  i n  
l i v e s t o c k  a n d  c r o p  on h a n d  e s t i m a t e d  t o  b e  $344.  The  i n c r e a s e  
i n  f a r m  l i a b i l i t i e s  e x c e e d e d  l o a n  r e p a y m e n t s  by $ 3 , 3 7 3 .  

I n  g r o u p  3  t h e  c a s h  s u r p l u s  f r o m  f a r m i n g  c o v e r e d  p e r s o n a l  
d r a w i n g s ,  t a x a t i o n  a n d  96 p e r c e n t  o f  s u n d r y  i n v e s t m e n t s .  The  
b a l a n c e  o f  t h e  s u n d r y  i n v e s t m e n t s ,  l o a n  r e p a y m e n t s  a n d  c a p i t a l  
e x p e n d i t u r e  a m o u n t i n g  t o  $ 2 1 , 8 3 3  was f i n a n c e d  by a n  i n c r e a s e  
i n  f a r m  l i a b i l i t i e s  ( $ 9 , 8 2 7 ) ,  s a l e  o f  a s s e t s  ( $ 4 , 8 3 8 1 ,  a n d  
n o n - f a r m  i n c o m e  ( $ 5 , 2 1 8 ) ,  l e a v i n g  a  c a s h  d e f i c i t  o f  $ 1 , 9 5 0 .  
T h i s  c a s h  d e f i c i t  was p a r t l y  o f f s e t  b y  a n  i n c r e a s e  i n  t h e  
v a l u e  o f  p r o d u c e  on h a n d  e s t i m a t e d  t o  b e  $540 .  The  i n c r e a s e  
i n  f a r m  l i a b i l i t i e s  e x c e e d e d  l o a n  r e p a y m e n t s  by  $ 5 , 5 6 6 .  
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I n  g r o u p  4  t h e  c a s h  s u r p l u s  f r o m  f a r m i n g  c o v e r e d  p e r s o n a l  
d r a w i n g s ,  t a x a t i o n ,  s u n d r y  i n v e s t m e n t s ,  l o a n  r e p a y m e n t s  a n d  9  
p e r c e n t  o f  c a p i t a l  e x p e n d i t u r e .  T h e  b a l a n c e  o f  t h e  c a p i t a l  
e x p e n d i t u r e  a m o u n t i n g  i n  t o t a l  t o  $ 3 4 , 6 2 3  was  f i n a n c e d  b y  a n  
i n c r e a s e  i n  f a r m  l i a b i l i t i e s  ( $ 1 9 , 6 2 2 1 ,  s a l e  o f  a sse t s ($8 ,@19) '  
a n d  n o n - f a r m  i n c o m e  ( $ 4 , 4 5 4 ) .  The  r e s u l t i n g  c a s h  d e f i c i t  was  
$ 1 , 7 2 8 .  T h i s  c a s h  d e f i c i t  was compounded b y  a $2924 d e c r e a s e  
i n  t h e  v a l u e  of p r o d u c e  on h a n d ,  T h e  i n c r e a s e  in f a r m  
l i a b i l i t i e s  e x c e e d e d  l o a n  r e p a y m e n t s  by $93,186.  

4 . 2  F i n a n c i n g  t h e  Cash  D e f i c i t  

T a b l e  10 shows  t h a t  t h e  i n c r e a s e  i n  w o r k i n g  c a p i t a l  
d e f i c i t  on  t h e  a v e r a g e  N e w  Z e a l a n d  s u r v e y  f a r m  r e s u l t e d  i n  a  
$ 1 , 8 7 6  d e c r e a s e  i n  c a s h  r e s o u r c e s  h e l d  in t h e  Bank a n d  S t o c k  
F i r m  c u r r e n t  a c c o u n t s ,  a  d e c r e a s e  o f  $196  i n  I n c o m e  
E q u a l i s a t i o n  d e p o s i t s ,  a  d e c r e a s e  of $ 7 8  i n  s u n d r y  c r e d i t o r s  
a n d  a n  i n c r e a s e  o f  $649 i n  s u n d r y  d e b t o r s .  

TABLE 10 

F i n a n c i n g  t h e  Chancre i n  W o r k i n g  C a p i t a l  ............................................................. ............................................................. 
Group  l 2  3 4  A l l  

Fa rms  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
$ $ $ $ 9 

C h a n g e s  o f  F u n d s  i n  
C u r r e n t  A c c o u n t :  

Bank 2 , 5 4 5  -9 ,232  8 4 7  -3 ,424  -811 
S t o c k  F i r m  -2 ,490  2 , 2 7 1  -1 300 -3s 1 3 %  -1 865 
Sundry D e b t o r s  789 -215  454 1 , 5 4 6  649  
f n e s m e  E q u a b i s a -  

t i o n  D e p o s i t s  364 -485 194  -484 -996 
S u n d r y  

C r e d i t o r s  - 2 , 6 3 4  - 1 , 0 1 6  - 2 , 0 6 5  3 , 7 5 2  -78 
- W - - - -  ------ - - - - - W  - - - -m-  ---a-- 

Cash  S u r p l u s /  
D e f i c i t  - 1 , 4 2 6  -677 - 1 , 9 5 0  - 1 , 7 2 8  - 1 , 5 0 1  

--------------------------=---------------------------------- 
----------------------m--- .................................. 



C H A P T E R  5  

E C O N O M I C  INDICATORS 

T h i s  c h a p t e r  p r e s e n t s  t h e  f i n a n c i a l  p r o d u c t i v i t y  a n d  
f i n a n c i a l  s t a b i l i t y  of whea t  g rowing  p r o p e r t i e s  i n  New 
Zea land .  The d a t a  a r e  summar ised  i n  T a b l e  11  w i t h  a  more 
d e t a i l e d  a n a l y s i s  i n  Appendix B. D e f i n i t i o n s  of  t e r m i n o l o g y  
and  p r o c e d u r e s  u s e d  a r e  d e t a i l e d  i n  Appendix A.  

5 . 1  F i n a n c i a l  P r o d u c t i v i t y  

The economic f a rm s u r p l u s  which  i n c l u d e s  an a d j u s t m e n t  
f o r  u n c o n s i d e r e d  r e v e n u e  and  d e b t  s e r v i c i n g  i s  r e l a t e d  t o  t h e  
f a c t o r s  of  p r o d u c t i o n  namely l a n d ,  l a b o u r  and  c a p i t a l .  

5 . 1 . 1  Economic Farm S u r p l u s .  

The a v e r a g e  New Zea land  s u r v e y  f a r m  g r o s s  f a r m  p r o f i t ,  
a s s e s s e d  a t  $ 5 2 2  p e r  h e c t a r e ,  when a d j u s t e d  f o r  u n c o n s i d e r e d  
r e v e n u e  i t e m s  gave  a  g r o s s  f a r m  income of $ 5 4 8  p e r  h e c t a r e .  
G r o s s  f a r m  e x p e n d i t u r e  a s s e s s e d  a t  $ 4 5 9  p e r  h e c t a r e  when 
a d j u s t e d  f o r  d e b t  s e r v i c i n g  a n d  u n c o n s i d e r e d  e x p e n d i t u r e  g a v e  
t o t a l  f a r m  e x p e n s e s  of  $ 3 2 8  p e r  h e c a t r e .  Economic f a r m  
s u r p l u s  ( g r o s s  f a rm income l e s s  t o t a l  f a r m  e x p e n s e s )  was 
a s s e s s e d  t h e r e f o r e  a t  $ 2 2 0  p e r  h e c t a r e .  

The economic  f a r m  s u r p l u s  i n c r e a s e d  w i t h  i n c r e a s i n g  c r o p  
i n t e n s i t y  b e i n g  $136  p e r  h e c t a r e  f o r  Group 1 f a r m s  i n c r e a s i n g  
t o  $ 2 9 1  p e r  h e c t a r e  f o r  Group 4 f a r m s .  The e x p e n d i t u r e  r a t i o  
was c o n s t a n t  d e s p i t e  i n c r e a s i n g  c r o p p i n g  i n t e n s i t y .  

5 . 1 . 2  R e t u r n  t o  Land. 

The a v e r a g e  New Z e a l a n d  s u r v e y  f a r m  s p e c i f i c  l and  r e n t  
r e t u r n  was 3 . 6  p e r c e n t  which i n c r e a s e d  t o  4 9 . 8  p e r c e n t  when 
a d j u s t e d  f o r  t h e  c a p i t a l  i n c r e m e n t  a s s o c i a t e d  w i t h  l a n d  and  
b u i l d i n g s .  Whi l e  g roups  2 and  3  f a r m s  had s i m i f i a r  l a n d  r e n t  
r e t u r n s  o f  3 . 0  and 3 . 6  p e r c e n t ,  g r o u p  1  l a n d  r e n t  r e t u r n  was 
9 . 9  p e r c e n t  w h i l e  i n  g roup  4 it was 4 .4  p e r c e n t .  When t h e  
l a n d  r e n t  was a d j u s t e d  f o r  c a p i t a l  g rowth  t h e  l a n d  r e n t  r e t u r n  
i n c r e a s e d  f rom 4 4 . 8  p e r c e n t  on g r o u p  2 f a r m s  t o  57.6  p e r c e n t  
on g r o u p  4 f a r m s .  

5 . 1 . 3  R e t u r n  t o  Labour  and Management. 

The r e t u r n  t o  l a b o u r  and  management h a s  been  a s s e s s e d  on 
a r e i n v e s t m e n t  b a s i s ,  t h a t  i s ,  t h e  economic s u r p l u s  i s  r e l a t e d  
t o  t h e  o p p o r t u n i t y  c o s t  of  i n v e s t i n g  t h e  o w n e r - o p e r a t o r ' s  
e q u i t y  i n  an  i n v e s t m e n t  r e t u r n i n g  1 5 . 5  p e r c e n t  p e r  annum. 

The a v e r a g e  New Zea land  s u r v e y  f a r m  o w n e r ' s  s u r p l u s  was 



TABLE I I 

Economic Indicators 

Group il 2 3 4 APE 
Fams 

Financial Productivity 

Gross Farm Profit $/ha 320 478  4 8  1 723  562 
+ Unconsidered Revenue $/ha 20 2 5 26 3 0 2 6 

= Gross Farm Income 340 5 0 3  507 7 5 3  54 8 

Gross Farm Expenditure $/ha 
- Debt Servicing $/ha 
- Unconsidered Expenditure 
= Total Farm Expenses 204 300 300 462  328 

Economic Farm Surplus $/ha 136 203 207 29 1 220  

Expenditure Ratio 0 . 6 0 :  1 0 . 6 0 :  1 0 . 5 9 :  1 0 . 6 1 :  1 0 . 6 0 :  1 

Returns to Factors of Production 

Return to Land (%) 

Specific Land Rent Return 

Land Rent Return Including 
Capital Incrercent of 
Land and Buildings 49,9 4 4 . 8  45 .5  57 ,6  49 .8  

Return to Labour and Management ($1 

Ownervs Surpl us -53 ,43  1 - 47 ,555  -4 1,4 13 -43,632 -44,896 
Wages of Management 11,932 12,490 12,322 13,042 12,545 
O m e  f s Excess -65 ,660  -60,Q45 -53 ,735 -56,674 -57,441 
Owner's Excess Return Including 
Capital Increment 139,766 136,835 117,611 216,673 155,096 

Return to Capital (%) 

Return to Capital 3.8 4.6 5 .1  5 .8  5.1 
Return to Farm Capital Including 
Capital Increment 39.2 37.3 39.0 51.5 42 .6  

Return to Equity ( % l  

Return to P a n  Equity 2.4 2 . 9  2.6 3 . 8  3 .  Cl 
Return to Farm Equi ty  Including 
CapiCaE Increment 4 3 . 5  44 .2  43 .8  60.3 49 .2  

Table 1 1  Cont ...l 



TABLE 1 1  (Cont ...I 

Group 1 2 3 
A1 l 
Farms 

Financial Stability 

Capital Increment: 

Total Farm Capital ($/ha) 
Start of Year 
End of Year 

Working Capital (including 
Produce on Hand) ($/ha) 
Start of Year 
End of Year 

Total Farm Liabilities ($/ha) 
Start of Year 
End of Year 

Farm Equity ($/ha) 
Start of Year 
End of Year 

Liquidity: 

Financial Gearing (%) 
Start of Year 
End of Year 

Working Capital Ratio 
Start of Year 
End of Year 

Liquidity Ratio 
Start of Year 
End of Year 



$ 4 4 , 8 9 6  l e s s  t h a n  i f  h e  h a d  i n v e s t e d  h i s  e q u i t y  i n  a n o t h e r  
f o r m  of  i n v e s t m e n t  r e t u r n i n g  1 5 . 5  p e r c e n t .  I f  t h e  o p p o r t u n i t y  
c o s t  o f  t h e  o w n e r ' s  l a b o u r  i s  v a l u e d  a t  $ 1 2 , 5 4 5  ( w a g e s  o f  
management )  t h e n  t h e  o w n e r ' s  e x c e s s ,  t h a t  i s ,  t h e  r e t u r n  t o  
t h e  o w n e r ' s  management ,  was $ 5 7 , 4 4 1  l e s s  t h a n  t h e  o p p o r t u n i t y  
c o s t  o f  a n  a l t e r n a t i v e  f o r m  of  i n v e s t m e n t .  However,  i f  t h e  
c a p i t a l  i n c r e m e n t  was a l s o  i n c l u d e d  t h i s  t o t a l  r e t u r n  was  
$ 1 5 5 8 0 9 6  g r e a t e r  t h a n  t h e  a l t e r n a t i v e  f o r m  o f  i n v e s t m e n t .  T h e  
owner  b e x c e s s  a d j u s t e d  f o r  c a p i t a l  i n c r e m e n t  i n c r e a s e d  f r o m  
$ 1 1 7 , 6 1 1  i n  g r o u p  3  t o  $ 2 1 6 , 6 7 3  i n  g r o u p  4 .  

5 .1- .4  R e t u r n  t o  C a p i t a l .  

The a v e r a g e  N e w  Z e a l a n d  s u r v e y  f a r m ' s  r e t u r n  t o  c a p i t a l  
was 5 . 1  p e r c e n t  a n d  r e t u r n  t o  f a r m  e q u i t y  was 3 .0  p e r c e n t .  
T h i s  w o u l d  i n d i c a t e  t h a t  deb t  s e r v i c i n g  a m o u n t i n g  t o  $ 7 8  p e r  
h e c t a r e  e x c e e d e d  i n c r e m e n t a l  p r o d u c t i o n  r e s u l t i n g  f r o m  t h i s  
l e v e l  o f  b o r r o w i n g  b y  $ 4 1  p e r  h e c t a r e  ( B a s i s  o f  a s s e s s m e n t  
g i v e n  i n  A p p e n d i x  A 13 1 .  Group 4 f a r m s  showed a 3.8 p e r c e n t  
r e t u r n  t o  c a p i t a l  a n d  a 2 e 4  p e r c e n t  r e t u r n  t o  f a r m  e q u i t y  
t h e r e b y  i n d i c a t i n g  t h a t  t h e  d e b t  s e r v i c i n g  of  $44 p e r  h e c t a r e  
e x c e e d e d  i n c r e m e n t a l  p r o d u c t i o n  r e s u l t i n g  f r s m  t h i s  l e v e l  o f  
b o r r o w i n g  b y  $ 2 3  p e r  h e c t a r e .  G r o u p  2  f a r m s  showed a 4 . 6  
p e r c e n t  r e t u r n  t o  c a p i t a l  a n d  a  r e t u r n  t o  f a r m  e q u i t y  o f  2 . 9  
p e r c e n t ,  t h e r e b y  i n d i c a t i n g  t h e  d e b t  s e r v i c i n g  o f  $ 4 1  p e r  
h e c t a r e  e x c e e d e d  i n c r e m e n t a l .  p r o d u c t i o n  f r s m  t h i s  l e v e l  of 
b o r r o w i n g  by $31 p e r  h e c t a r e .  

Group 3 f a r m s  showed a  5 . 1  p e r c e n t  r e t u r n  t o  c a p i t a l  a n d  
a  r e t u r n  t o  f a r m  e q u i t y  of  2 .6  p e r c e n t o  D e b t  s e r v i c i n g  of  $ 8 2  
p e r  h e c t a r e  t h e r e f o r e  e x c e e d e d  i n c r e m e n t a l  p r o d u c t i o n  
r e s u l t i n g  f r o m  t h i s  l e v e l  o f  b o r r o w i n g  by $ 4 8  p e r  h e c t a r e .  
Group 4  f a r m s  s h ~ w e d  a 5.8 p e r c e n t  r e t u r n  t o  c a p i t a l  a n d  a 
r e t u r n  t o  f a r m  e q u i t y  of  % * 8  p e r c e n t ,  D e b t  s e r v i c i n g  oE $ 1 0 0  
p e r  h e c t a r e  t h e r e f o r e  e x c e e d e d  i n c r e m e n t a l  p r o d u c t i s n  
r e s u l t i n g  f r o m  t h i s  l e v e l  o f  b o r r o w i n g  by  n e a r l y  $ 4 2  p e r  
h e c t a r e .  

When a d j u s t e d  f o r  c a p i t a l  i n c r e m e n t ,  r e t u r n  t o  c a p i t a l  
f o r  t h e  a v e r a g e  N e w  Z e a l a n d  s u r v e y  f a r m  was 4 2 Q 6  p e r c e n t  w h i l e  
t h e  r e t u r n  t o  f a r m  e q u i t y  was 4 9 * 2  p e r c e n t  i n d i c a t i n g  t h a t  
c a p i t a l  g r o w t h  c o m p e n s a t e d  f o r  t h e  p o o r  u t i l i s a t i o n  o f  
b o r r o w e d  f u n d s .  

5 . 2  F i n a n c i a l  S t a b i l i t y  

The c h a n g e  i n  t o t a l  a s s e t s ,  f i x e d  l i a b i l i t i e s  a n d  w o r k i n g  
c a p i t a l  i s  a s s e s s e d  o v e r  t h e  t w e l v e  month  p e r i o d  e n d i n g  J u n e  
19820 



5 . 2 . 1  C a p i t a l  Growth. 

The a v e r a g e  New Zea land  s u r v e y  f a r m  showed a  g rowth  i n  
f a r m  c a p i t a l  of  $ 1 1 5 3  p e r  h e c t a r e .  T h i s  was o f f s e t  b y  a  $9 
p e r  h e c t a r e  d e c l i n e  i n  t h e  n e t  w o r k i n g  c a p i t a l  p o s i t i o n  a n d  a  
$ 3 7  p e r  h e c t a r e  i n c r e a s e  i n  f a r m  l i a b i l i t i e s  r e s u l t i n g  i n  f a r m  
e q u i t y  i n c r e a s i n g  by $ 1 1 0 7  p e r  h e c t a r e .  

5 . 2 . 2  L i q u i d i t y .  

D e s p i t e  t h e  i n c r e a s e  i n  f a r m  l i a b i l i t i e s ,  f i n a n c i a l  
g e a r i n g  f o r  t h e  a v e r a g e  s u r v e y  f a r m  improved  f rom 1 8 . 2  p e r c e n t  
a t  t h e  s t a r t  o f  t h e  y e a r  t o  1 4 . 0  p e r c e n t  a t  t h e  end o f  t h e  
y e a r .  A l l  g r o u p s  showed f i n a n c i a l  g e a r i n g  which i n c r e a s e d  
be tween  t h e  s t a r t  and  t h e  end o f  t h e  y e a r .  

The w o r k i n g  c a p i t a l  r a t i o  f o r  a l l  s u r v e y e d  f a r m s  
i n d i c a t e s  t h a t  c u r r e n t  l i a b i l i t i e s  exceeded  c u r r e n t  a s s e t s  by  
17 p e r c e n t  a t  t h e  s t a r t  of t h e  y e a r  a n d  by 23  p e r c e n t  a t  t h e  
end of  t h e  y e a r ,  i n d i c a t i n g  a  d e t e r i o r a t i o n  i n  t h e  n e t  w o r k i n g  
c a p i t a l  p o s i t i o n .  The l i q u i d i t y  r a t i o  i n d i c a t e s  t h a t  t h e  c a s h  
r e s o u r c e s  a v a i l a b l e  t o  c o v e r  c u r r e n t  a c c o u n t  l i a b i l i t i e s  was 
o n l y  6 c e n t s  i n  t h e  d o l l a r  a t  t h e  s t a r t  of t h e  y e a r  a n d  t h a t  
t h i s  f e l l  t o  4  c e n t s  i n  t h e  d o l l a r  by  t h e  end o f  t h e  y e a r .  

Working c a p i t a l  improved  w i t h  i n c r e a s i n g  c r o p p i n g  
i n t e n s i t y .  However, l i q u i d i t y  r a t i o s  d e c l i n e d  w i t h  i n c r e a s i n g  
c r o p  i n t e n s i t y  i n d i c a t i n g  t h e  g r e a t e r  l i q u i d i t y  p rob lems  f a c e d  
by  i n t e n s i v e l y  c r o p p e d  p r o p e r t i e s .  





CHAPTER 6 

TRENDS I N  FINANCIAL PERFORMANCE 

T h i s  c h a p t e r  compares t h e  f i n a n c i a l  r e t u r n s  of  t h e  
a v e r a g e  New Zealand wheatgrowing fa rm a s  d e t e r m i n e d  f rom 
whea tg rowers '  f i n a n c i a l  s t a t e m e n t s .  A d i r e c t  compars ion  i s  
made between t h e  p e r i o d  1981-82 a n d  t h e  p r e v i o u s  y e a r  1980-81. 
The b a s e  y e a r  f i g u r e s  (1977/78) h a v e  been i n c l u d e d  f o r  f u r t h e r  
comparis on. D e f i n i t i o n s  of  t e r m i n o l o g y  and p r o c e d u r e s  u s e d  
a r e  d e t a i l e d  i n  Appendix A. 

6.1 C a p i t a l  S t r u c t u r e  

T a b l e  12 shows t h a t  t o t a l  f a r m  a s s e t s  i n c l u d i n g  w o r k i n g  
c a p i t a l  i n c r e a s e d  23.9 p e r c e n t  o v e r  t h e  p r e v i o u s  y e a r  t o  $2983 
p e r  h e c t a r e ,  w h i l e  t o t a l  f a rm l i a b i l i t i e s  i n c r e a s e d  by 22.9 
p e r c e n t  t o  $542 p e r  h e c t a r e .  T h i s  r e s u l t e d  i n  fa rm e q u i t y  
i n c r e a s i n g  f rom $1967 t o  $2441 p e r  h e c t a r e .  The major  f a c t o r  
a f f e c t i n g  t h e  i n c r e a s e  i n  t o t a l  f a r m  a s s e t s  was a  30.7 p e r c e n t  
i n c r e a s e  i n  t h e  v a l u e  of l a n d  and b u i l d i n g s .  The n e t  work ing  
c a p i t a l  d e c l i n e d  by 38.7 p e r c e n t  t o  a  d e f i c i t  of $86 p e r  
h e c t a r e .  

6.2 G r o s s  Farm P r o f i t  and E x p e n d i t u r e  

T a b l e  13 shows t h a t  a 45.4 p e r c e n t  i n c r e a s e  i n  g r o s s  
p r o f i t  f rom c r o p s  o t h e r  t h a n  wheat  was t h e  major  f a c t o r  which 
c o n t r i b u t e d  t o  t h e  t o t a l  g r o s s  f a r m  p r o f i t  i n c r e a s i n g  by 18.4 
p e r c e n t  t o  $522 p e r  h e c t a r e .  G r o s s  fa rm e x p e n d i t u r e  i n c r e a s e d  
by 20.5 p e r c e n t  t o  $459 p e r  h e c t a r e .  These  movements c a u s e d  
n e t  f a r m  p r o f i t  t o  i n c r e a s e  by 5.0 p e r c e n t  from $60 p e r  
h e c t a r e  t o  $ 63 p e r  h e c t a r e .  

6.3 Cash Flow S t a t e m e n t  

T a b l e  14 shows t h a t  a 24.0 p e r c e n t  i n c r e a s e  i n  c a s h  f a r m  
income t o  $583 p e r  h e c t a r e  was p a r t l y  o f f s e t  by a  20.8 p e r c e n t  
i n c r e s e  i n  c a s h  fa rm e x p e n d i t u r e .  The c a s h  s u r p l u s  f rom 
f a r m i n g  i n c r e a s e d  by 37,8 p e r c e n t  t o  $124 p e r  h e c t a r e .  Non- 
fa rm income i n c r e a s e d  by 14 .3  p e r c e n t ,  f a rm l i a b i l i t i e s  by 
26.0 p e r c e n t  and t h e  s a f e  of a s s e t s  by 45.5 p e r c e n t  r e s u l t i n g  
i n  a  32.8 p e r c e n t  i n c r e a s e  i n  t o t a l  a v a i l a b l e  cash  t o  $243 p e r  
h e c t a r e .  

The t o t a l  d i s p o s i t i o n  of c a s h  r e s o u r c e s  i n c r e a s e d  by 24.4 
p e r c e n t  t o  $250 p e r  h e c t a r e .  The major  f a c t o r s  c o n t r i b u t i n g  
t o  t h i s  s i t u a t i o n  were a  25.0 p e r c e n t  i n c r e a s e  i n  c a p i t a l  
e x p e n d i t u r e ,  a  8.7 p e r c e n t  i n c r e a s e  i n  l o a n  repayments  and a  
27.9 p e r c e n t  i n c r e a s e  i n  p e r s o n a l  e x p e n d i t u r e .  The 1980-81 
c a s h  d e f i c i t  of $18 p e r  h e c t a r e  was r educed  t o  a  c a s h  d e f i c i t  
of  $7 p e r  h e c t a r e  i n  1981-82. T h i s  c a s h  d e f i c i t  however was 
compounded by a  d e c r e a s e  i n  t h e  v a l u e  of c r o p  and l i v e s t o c k  on 



hand e s t i m a t e d  a t  $ 3  p e r  h e c t a r e .  Th i s  r e s u l t e d  i n  an 
a d j u s t e d  d e f i c i t  of $ 1 0  p e r  h e c t a r e ,  s i g n i f i c a n t l y  lower t h a n  
t h e  $ 4  p e r  h e c t a r e  s u r p l u s  i n  1980-81 .  



TABLE 12 

Capital Structure Comparisons 

Change 
1977-18 1978-79 1979-80 1980-8 1 198 1-82 1980-8 1 
S /ha $ /ha S /ha S /ha $/ha to 198 1-82 

( X >  

Land & Buildings 1,120 

Plant & Machinery . 10 1 

Livestock 156 

Total Farm Capital 1,337 

Plus Crop on Hand 40 

Working Capital -46 

Total Farm Assets 
inc. Working Capital 1,37 1 

Total Farm Liabilities 304 

Farm Equity 1,067 

Non-Farm Assets 55 

Net Worth 1,122 

a 
effective hectares 



TABLE 13 

Gross Farm Profit and Expenditure Comparisons 

Change 
1977-78 1978-79 1979-80 1980-8 1 198 1-82 1980-8 1 
$/ha $/ha S /ha S /ha $/ha to 1981-82 

( X >  

Gross Farm Profit 

Livestock 
Wheat 
Other Crops 
Sundry 

Total 

Gross Farm 
Expenditure 

Farm Working 
Expenses 

Repairs and 
Maintenance 

Tractor & Vehicle 
Expenses 

Admin. & Rates 
Debt Servicing 
Depreciation 

Total 

Net Farm Profit 

Used as Follows 

Personal Drawings 
Taxat ion 
II Savings" 



TABLE 14 

Cash Flow Statement Comparisons 

- 

Change 
1977-78 1978-79 1979-80 1980-8 1 198 1-82 1980-8 1 
S /ha S /ha $/ha S /ha $/ha to 1981-82 

( Z )  

Total Cash Farm Income 291 

Total Cash Farm 
Expense S 2 10 

Cash Surplus from 
. Farming 8 1 

Non-Farm Income 18 

Increase in Farm 
Liabilities 34 

Sale of Assets 20 - 
Total Available Cash 153 

Capital Expenditure 74 

Loan Repayments 2 0 

Personal Expenditure 69 - 
Total Cash 
Disposition 163 

Cash Surplus /Deficit - 10 

Inventory Change 7 

Adjusted Surplus/ 
Deficit -3 





A P P E N D I X  A 

SURVEY DEFINITIONS AND D A T A  TREATMENT 

C a p i t a l  S t r u c t u r e  

1 .  V a l u a t i o n  of  l a n d  and  b u i l d i n g s  was t a k e n  f rom t h e  
l a t e s t  Government v a l u a t i o n  f i g u r e s  and  u p d a t e d  u s i n g  t h e  
"Farmland  S a l e s  P r i c e  I n d e x " .  

2.  P l a n t  and  mach ine ry  v a l u a t i o n s  w e r e  t a k e n  a t  h i s t o r i c a l  
c o s t  f rom t h e  d e p r e c i a t i o n  s c h e d u l e  of  t h e  1981-82  f i n a n c i a l  
s t a t e m e n t .  I n  p r e v i o u s  s u r v e y s  ( 1 9 7 7 - 7 8  t o  1979-80  1 v a l u e s  
were  b a s e d  on book v a l u e s .  The p l a n t  and  mach ine ry  v a l u a t i o n s  
i n c l u d e  c a r s  b u t  e x c l u d e  b o a t s  and  c a r a v a n s  which a r e  i n c l u d e d  
u n d e r  O t h e r  A s s e t s .  

3 .  The f o l l o w i n g  p e r  head  f i g u r e s  h a v e  been  u s e d  t o  a s s e s s  
t h e  v a l u e  o f  l i v e s t o c k  on hand  a t  t h e  s t a r t  and  end o f  t h e  
1981 -82  f i n a n c i a l  y e a r :  

C a n t e r b u r y  and  S o u t h l a n d  
Sou th  C a n t e r b u r y  

s t a r t  End S t a r t  End 
$ $ $ $ 

Sheep:  Ewes 20 20 2  5 2 9  
Hogge t s  25 20  30 2 8  
~ a m b s  12 14 42 12 

C a t t l e :  Cows 240 2 1 0  
2  y r .  C a t t l e  335 3 5 0  
Y e a r l i n g s  290 2 4 0  
Weaners  175 140 
B u l l s  300  3 0 0  

4 .  V a l u e s  of  c r o p  on hand  w e r e  o b t a i n e d  from t h e  c r o p  
a c c o u n t s  f o r  t h e  1981 -82  y e a r .  

5 .  Off - f a rm a s s e t s  were  v a l u e d  a s  p r e s e n t e d  i n  t h e  1 9 8 1 - 8 2  
f i n a n c i a l  s t a t e m e n t .  

6 ,  Both  f i x e d  and  c u r r e n t  l i a b i l i t i e s  were  a s  r e c o r d e d  i n  
t h e  b a l a n c e  s h e e t  a t  t h e  end of  t h e  1981 -82  y e a r .  

7 .  S p e c i f i c  r e s e r v e s  r e l a t e  t o  f u n d s  r e c o r d e d  i n  t h e  b a l a n c e  
s h e e t  a s  s p e c i f i c  r e s e r v e s  e .  g ,  Income e q u a l i s a t i o n  d e p o s i t s .  



G r o s s  Farm P r o f i t  

8 .  G r o s s  income f o r  woo l ,  s h e e p ,  c a t t l e ,  w h e a t ,  b a r l e y ,  
s m a l l  s e e d s ,  o t h e r  c r o p s ,  p r o d u c e  a n d  s u n d r y  income, w e r e  
a s s e s s e d  a s  f o l l o w s :  

Cash S a l e s  
+ S t o c k  on hand a t  end of  y e a r  a t  m a r k e t  v a l u e s  

S t o c k  on hand a t  s t a r t  o f  y e a r  a t  m a r k e t  v a l u e s  - P u r c h a s e s  
- - G r o s s  Farm P r o f i t  

9 .  R e b a t e s ,  s u b s i d i e s  and  c o n t r a c t i n g  a r e  a s  p r e s e n t e d  i n  
t h e  f i n a n c i a l  s t a t e m e n t s  f o r  1981-82.  

G r o s s  Farm E x p e n d i t u r e  

9 0 .  G r o s s  f a r m  e x p e n d i t u r e  i s  a s  p r e s e n t e d  i n  t h e  f i n a n c i a l  
s t a t e m e n t  f o r  1981-82 w i t h  t h e  f o l l o w i n g  a d j u s t m e n t s  i f  
a p p l i c a b l e :  

% i )  A p p r o p r i a t i o n  of p r i v a t e  c a r  e x p e n s e s .  
( f i l  D e l e t i o n  of m a n a g e r i a l  s a l a r i e s  

(iii) D e l e t i o n  of  s p e c i a l  d e p r e c i a t i o n  a l % s w a n e e s  
( i v )  D e l e t i o n  of  i t e m i s e d  d e v e l o p m e n t  e x p e n d i t u r e  

19 ,  Breakdown of  f a rm e x p e n d i t u r e  i t e m s  c a n  b e  summarised as 
f s fbows :  

( h )  R e p a i r s  and  m a i n t e n a n c e  i n c l u d e s  t h a t  done to 
b u i l d i n g s ,  f e n c e s ,  t r a c k s ,  c u l v e r t s  e t c .  p l u s  any 
u n i t e m i s  ed  deve lopmen t  e x p e n d i t u r e  

( i i )  T r a c t o r  a n d  v e h i c l e  e x p e n s e s  i n c l u d e s  a%% 
e x p e n s e s  a s s o c i a t e d  w i t h  b o t h  mechan i sed  and non- 
m e c h a n i s e d  p l a n t  and  m a c h i n e r y .  

( i i i l  A d m i n i s t r a t i o n ,  r a t e s ,  i n s u r a n c e  i n c l u d e s  aP% 
a d m i n i s t r a t i v e ,  power,  t e l e p h o n e  and  o v e r h e a d  
e x p e n s e s  . 
( i v )  Debt  S e r v i c i n g  i n c l u d e s  a l l  i n t e r e s t  and r e n t  
c h a r g e s .  

92. S a v i n g s  i s  t h e  r e s i d u a l  a f t e r  p e r s o n a l  d rawings  a n d  
t a x a t i o n  h a v e  b e e n  d e d u c t e d  f rom n e t  f a r m  income.  

13. Economic Indicators. 

The f o l l o w i n g  a r e  t h e  d e f i n i t i o n s  of  t e r m s  used:  

Gross  Farm P r o f i t :  S e e  Appendix A 8 .  



U n c o n s i d e r e d  Revenue :  An a l l o w a n c e  f o r  f a c t o r s  o f  f a r m  
c a p i t a l  f o r  w h i c h  n o  income i s  r e c e i v e d ,  namely :  

Farm d w e l l i n g  r e n t a l ,  a s s e s s e d  a t  10 p e r c e n t  o f  c o s t  
Fa rm c a r ,  a s s e s s e d  on a n  a p p r o p r i a t e  c o s t  p e r  km. b a s i s  
Farm p r o d u c e  u s e d  on t h e  f a r m ,  a d j u s t e d  t o  r e a s o n a b l e  
m a r k e t  v a l u e .  

G r o s s  Farm Income:  G r o s s  f a r m  p r o f i t  a d j u s t e d  f o r  
u n c o n s i d e r e d  r e v e n u e .  

G r o s s  Farm E x p e n d i t u r e :  S e e  A p p e n d i x  A 10 a n d  11.  

T o t a l  Fa rm E x p e n d i t u r e :  G r o s s  f a r m  e x p e n d i t u r e  ( w h i c h  
i n c l u d e s  u n c o n s i d e r e d  e x p e n d i t u r e  s e e  A p p e n d i x  A 1 0 )  l ess  d e b t  
s e r v i c i n g .  

Economic  Farm S u r p l u s :  G r o s s  f a r m  i n c o m e  ( g r o s s  f a r m  p r o f i t  
p l u s  u n c o n s i d e r e d  r e v e n u e )  l e s s  t o t a l  f a r m  e x p e n d i t u r e  ( g r o s s  
f a r m  e x p e n d i t u r e  l e s s  d e b t  s e r v i c i n g )  e q u a l s  economic  f a r m  
s u r p l u s .  

E x p e n d i t u r e  R a t i o :  T o t a l  f a r m  e x p e n d i t u r e  : G r o s s  f a r m  i n c o m e  

Land R e n t :  T h i s  i s  c o m p u t e d  a s  t h e  r e s i d u a l  a f t e r  a n  
a l l o w a n c e  i s  made f o r  t h e  r e t u r n  t o  l a b o u r  ( w a g e s  o f  
m a n a g e m e n t ) ,  a n d  s t o c k  a n d  p l a n t  ( s t o c k  a n d  p l a n t  r e n t )  

S t o c k  a n d  P l a n t  R e n t :  Assessed a s  10 p e r c e n t  o f :  
o p e n i n g  s t o c k  a t  o p e n i n g  v a l u e s  

4- o p e n i n g  p l a n t  a t  o p e n i n g  v a l u e s  
+ p l a n t  s a l e s  l e s s  p l a n t  p u r c h a s e s .  

Wages o f  Management:  C o n s i s t s  o f  two  c o m p o n e n t s :  
a )  A m a r r i e d  c o u p l e ' s  b a s i c  wage r e f l e c t i n g  t h e  r e t u r n  t o  

l a b o u r  
b) Management a s s e s s e d  a s  f o l l o w s :  

2 p e r c e n t  g r o s s  f a r m  p r o f i t  t o  a l l o w  f o r  s c a l e  a n d  
i n t e n s i t y  

+ 5 p e r c e n t  n e t  f a r m  p r o f i t  a s  a  g u i d e  t o  t h e  l e v e l  o f  
f i n a n c i a l  e f f i c i e n c y .  

R e t u r n  t o  L a b o u r  a n d  Management:  A s s e s s e d  on t h e  b a s i s  o f  
o w n e r ' s  s u r p l u s  a n d  o w n e r ' s  e x c e s s  e x p r e s s e d  i n  d o l l a r  t e r m s -  

O w n e r ' s  S u r p l u s :  I s  t a k e n  a s  t h e  e c o n o m i c  f a r m  s u r p l u s  l e s s  
d e b t  s e r v i c i n g  l ess  t h e  o p p o r t u n i t y  c o s t  o f  i n v e s t i n g  t h e  
o w n e r ' s  e q u i t y  ( t a k e n  t o  b e  t h e  w e i g h t e d  a v e r a g e  o f  i n t e r e s t s  
c h a r g e d  on c u r r e n t  a c c o u n t  d e f i c i t s ) .  I n  b r i e f ,  t h e  r e t u r n  t o  
l a b o u r  a n d  management  ( o w n e r '  S s u r p l u s )  s h o u l d  b e  a t  l e a s t  a s  
g r e a t  a s  t h e  o p p o r t u n i t y  c o s t  o f  t h e  o w n e r ' s  l a b o u r  a n d  
management  i n  a  n o n - f a r m i n g  c c c u p a t i o n .  



Owner '  S E x c e s s :  O w n e r ' s  s u r p l u s  l e s s  w a g e s  o f  management ,  
w h e r e  wages  o f  management  r e f l e c t s  t h e  o p p o r t u n i t y  c o s t  o f  t h e  
o w n e r '  S l a b o u r .  T h e  r e s i d u a l  a f t e r  s u b t r a c t i n g  t h e  
o p p o r t u n i t y  c o s t  o f  l a b o u r  a n d  c a p i t a l  r e p r e s e n t s  t h e  r e t u r n  
t o  t h e  o w n e r '  S management .  

R e t u r n  t o  Farm C a p i t a l :  The  e c o n o m i c  f a r m  s u r p l u s  l e s s  wages  
o f  management  ( i n t e r e s t  s u r p l u s )  e x p r e s s e d  a s  a  p e r c e n t a g e  of 
t o t a l  f a r m  c a p i t a l .  

R e t u r n  t o  Farm E q u i t y :  The  e c o n o m i c  f a r m  s u r p l u s  less  w a g e s  
o f  management  a n d  d e b t  s e r v i c i n g  ( e q u i t y  s u r p l u s )  e x p r e s s e d  a s  
a  p e r c e n t a g e  o f  f a r m  e q u i t y .  

The r e l a t i o n s h i p  b e t w e e n  t h e  r e t u r n  t o  f a r m  c a p i t a l  a n d  
r e t u r n  t o  f a r m  e q u i t y  i n d i c a t e s  t h e  e f f i c i e n c y  w i t h  w h i c h  
b o r r o w e d  f u n d s  a r e  u s e d .  T h i s  i n  t u r n  d e p e n d s  on i n t e r e s t  
r a t e s  c h a r g e d  a n d  t h e  i n c r e m e n t a l  p r o d u c t i o n  r e s u l t i n g  f r o m  
t h e  b o r r o w e d  f u n d s .  When t h e  r e t u r n  t o  t o t a l  f a r m  c a p i t a l  
e x c e e d s  t h e  r e t u r n  t o  f a r m  e q u i t y  t h e n  t h e  i n c r e m e n t a l  
p r o d u c t i o n  r e s u l t i n g  f r o m  t h e  b o r r o w i n g  f a i b s  t o  c o v e r  t h e  
d e b t  s e r v i c i n g  commi tments .  The  r e s u l t i n g  d e f i c i t  c a n  b e  
q u a n t i f i e d  a s  f o l l o w s :  

A l l  Farms  G r o u p  

T o t a l  Farm C a p i t a l  
P e r c e n t a g e  D i s t r i b u t i o n  
Economic  Farm S u r p l u s  - Wages o f  Management 

B a s i c  
Reward 

= I n t e r e s t  S u r p l u s  

T o t a l  = 
F u n d s  

$ 
5 6 6 ,  E325 

1 0 0 . 0  
4 1 , 2 9 1  

E q u i t y  9 Borrowed  
F u n d s  F u n d s  

$ $ 
4 6 4 , 5 5 3  1 0 2 8 2 7 2  

8 1 e 8  1 8 e 2  
3 3 , 7 7 6  7 , 5 1 4  

R e t u r n  t o  T o t a l  Farm 
C a p i t a l  ( $ 1  5 . 1  rB09 6 . 9  

+ C a p i t a l  I n c r e m e n t  2 1 2 , 5 3 7  1 7 3 , 8 5 5  38  , 6 8 2  
= I n t e r e s t  S u r p l u s  i n c l u d i n g  

C a p i t a l  I n c r e m e n t  2 4 1 , 2 8 3  1 9 5 , 5 4 9  4 5 , 7 3 3  

R e t u r n  t o  T o t a l  Fa rm C a p i t a l  
i n c l u d i n g  C a p i t a l  I n c r e m e n t  4 2 . 8  

I n t e r e s t  S u r p l u s  
- D e b t  S e r v i c i n g  

= E q u i t y  S u r p l u s  1 4 , 0 1 0  2 1 , 6 9 4  - 7 , 6 8 5  

+ C a p i t a l  I n c r e m e n t  2 1 2 , 5 3 7  1 7 3 , 8 5 5  3 8 , 6 8 2  

= E q u i t y  S u r p l u s  i n c l u d i n g  
C a p i t a l  I n c r e m e n t  2 2 6 , 5 4 7  1 9 5 , 5 4 9  30 998 



F i n a n c i a l  G e a r i n g :  T o t a l  l i a b i l i t i e s  e x p r e s s e d  a s  a  
p e r c e n t a g e  of t o t a l  fa rm a s s e t s  i n c l u d i n g  work ing  c a p i t a l .  

Working C a p i t a l  R a t i o :  Cash r e s e r v e s ,  c r o p  on hand  p l u s  
s u n d r y  d e b t o r s  ( c u r r e n t  a s s e t s )  : C u r r e n t  a c c o u n t  o v e r d r a f t  
p l u s  s u n d r y  c r e d i t o r s  ( c u r r e n t  l i a b i l i t i e s ) .  

L i q u i d i t y  R a t i o :  c a s h  r e s e r v e s  i n c l u d i n g  E q u a l i s a t i o n  
d e p o s i t s  ( c a s h  a s s e t s )  : C u r r e n t  a c c o u n t  o v e r d r a f t  ( c a s h  
l i a b i l i t i e s ) .  

Cash Flow S t a t e m e n t :  I n  a s s e s s i n g  t h e  c a s h  f l o w  s t a t e m e n t ,  an  
a t t e m p t  was made t o  d e l e t e  f rom t h e  f i n a n c i a l  s t a t e m e n t :  

( i )  A l l  non-cash  t r a n s a c t i o n s  
( i i )  A l l  c u r r e n t  a s s e t s  s u b j e c t  t o  v a l u a t i o n ,  t h a t  i s ,  

l i v e s t o c k  a n d  c r o p  on hand.  





APPENDIX B 

PROFITABILITY ANALYSIS 

Economic  f a r m  s u r p l u s  i s  a s s e s s e d  a s  f o l l o w s :  

TABLE 15 

ECONOMIC FARM SURPLUS ............................................................. ............................................................. 
G r o u p  l 2  3  4  A l l  

F a r m s  
- p p p - - p - p p - 

$ $ $ $ $ 
Met Farm P r o f i t  6 , 6 0 5  1 2 , 1 5 5  1 0 , 7 4 3  1 3 , 4 9 9  1 1 , 5 1 5  
9 U n c o n s i d e r e d  

Revenue 5 , 0 7 1  4 , 9 7 0  4 , 9 0 2  4 , 9 8 0  4 , 9 6 9  
= G r o s s  Farm 

f ncome 1 1 , 6 1 6  1 7 , 0 6 5  1 5 , 6 4 5  1 8 , 4 7 9  1 6 , 4 8 4  

+ L a b o u r  a n d  
Management F e e  1 0 , 0 6 5  7 , 9 1 5  5 , 9 9 1  8 , 6 9 4  7 , 7 3 6  

+ D e b t  S e r v i c i n g  1 0 , 1 6 0  1 3 , 9 2 9  1 5 , 3 0 6  1 6 , 3 6 5  1 4 , 7 3 6  
+ D e v e l o p m e n t  

E x p e n s e s  2 , 1 7 4  1 ,355  1 , 4 3 1  4 , 2 0 6  2 , 3 3 5  
= Economic  Farm 

S u r p l u s  3 4 , 0 1 5  4 0 , 2 6 4  3 8 , 3 7 3  4 7 , 7 4 4  4 1 , 2 9 1  
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

T h e  f o l l o w i n g  d e t a i l s  t h e  a n a l y s e s  o f  r e t u r n s  t o  t h e  
t h r e e  f a c t o r s  o f  p r o d u c t i o n ,  n a m e l y :  

L a n d  : L a n d ,  b u i l d i n g s  a n d  i m p r o v e m e n t s .  
L a b o u r  : O w n e r ' s  l a b o u r  a n d  management  r e s p o n s i b i l i t i e s .  
C a p i t a l  : T o t a l  f a r m  c a p i t a l  a n d  e q u i t y  c a p i t a l  



T A B L E  16 

RETURN TO LAND ............................................................. ............................................................. 
Group 1 2 3 4 A 1 1  

Farms 
~ ~ ~ ~ ~ - - - - - - O O - O P - O ~ ~ - - - - - ~ ~ - ~ ~ - - - - - - - ~ - - - ~ - - ~ - - - ~ ~ - - - ~ - - ~ ~ - - -  

$ $ $ S $ 
Economic  Farm 

S u r p l u s  34,015 40,264 38,373 44,744 41,291 - Wages o f  
Management 11,932 12,490 12,322 13,042 12,545 - S t o c k  and  P l a n t  

Rent  13,594 13,333 31,373 13,055 12,622 
= S p e c i f i c  Land 

R e n t  8,489 44,441 14,678 21,647 16,424 

C a p i t a l  Growth i n  Land 
and  B u i l d i n g s  223 ,055  202,321 172,491 270,132 215,116 

- D e v e l o p m e n t  
Expena es 8,704 2,890 3,157 7 ,799 5,078 

= C a p i t a l  I n c r e m e n t  Lawd 
and B u i l d i n g s  2 4 4 , 3 5 1  199,431 169,034 262,353 210,038 

S p e c i f i c  Land R e n t  
I n c l u d i n g  C a p i t a l  
I n c r e m e n t  o f  Land 

a n d  B u i l d i n g s  222,840 213,872 183,712 284,080 226,462 
V a l u e  Land a n d  

B u i l d i n g s  446 ,318  477,249 404 ,174  493,490 454,600 
Land R e n t  

R e t u r n  ( %  1 1 .9  L 0  3.6 4.4 3.6 
Land R e n t  R e t u r n  
I n c l u d i n g  C a p i t a l  
I n c r e m e n t  o f  Lawd 

a n d  B u i l d i n g s  ( $ 1  49,9 4 4 0 8  4 5 , 5  57 .6  4 9 - 8  ............................................................. ............................................................. 



T A B L E  17 

RETURN TO LABOUR AND MANAGEMENT 
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

G r o u p  1 2 3 4 A l l  
F a r m s  ............................................................. 

$ $ $ $ 
E c o n o m i c  F a r m  

Surplus  34,015 40,264 38,373 47,744 41,291 - O p p o r t u n i t y  C o s t  of  
E q u i t y a t  15.5% 77,286 73,890 64,480 75,011 71,451 - D e b t  S e r v i c i n g  10,160 1'3,929 15,306 16,365 14,736 
= Owner's Surplus-53,431 -47,555 -41,413 -83,632 -44,896 
- Wages of 

M a n a g e m e n t  11,932 12,490 12,322 13,042 12,545 
= O w n e r ' s  E x c e s s  -65,363 -60,045 -53,735 -56,674 -57,441 
G r o w t h  T o t a l  F a r m  

C a p i t a l  213,833 199,770 174,503 281,126 217,615 - D e v e l o p m e n t  
E x p e n s e s  8,704 2,990 3,157 7,779 5,078 

= C a p i t a l  
I n c r e m e n t  205,129 196,880 171,346 273,347 212,537 

O w n e r ' s  E x c e s s  
I n c l u d i n g  C a p i t a l  

I n c r e m e n t  139,766 636,835 117,611 216,673 155,096 ............................................................. ............................................................. 



TABLE 18  

RETURN TO CAPITAL ............................................................. ............................................................. 
Group 1 2 4 4 A I ~  

Farms 
- _ - - - - - - - - - -o - - - -_ - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - -w - - -  

$ $ $ 8 S 
Economic Farm 

Surplus 34,015 40,264 38,373 47,744 41,291 
- Wages of  

Management 11,932 12,490 12,322 9 3 ,  Q 4 2  12,545 
= I n t e r e s t  

Surpl us  22,083 27,774 26,05 l 34,782 28,746 
Growth T o t a l  Parm 

C a p i t a l  213,833 999,770 474,503 289,926 217,615 - Development 
Expenses 8,784 2,890 3 ,157 7 ,779 5,078 

= C a p i t a l  
Inerernewt 205 ,129  196,880 171,346 273 ,347  212,537 

I n t e r e s t  Surplus 
PnePuding c a p i t a l  

Increment 227,212 224,654 197,397 308 ,049  243,283 
Totab Parm 

Capital 579,592 602,717 506,448 598,187 566,824 
Return to Farm 

C a p i t a l  ( $ 1  3 - 8  4.6 5.1 5 .8  5 . 1  
Return to F a r m  
Capital I s e l u d i n g  

C a p i t a l  
Increment(% 1 39.2 37 .3  39 . 0 51 .5  42.6 ............................................................. ............................................................. 



TABLE 19  

RETURN TO FARM E Q U I T Y  ............................................................. ............................................................. 
Group l 2 3 4 A l l  

Farms 
_------------_-------*--------------------------------------- 

$ S $ $ $ 
Economic Farm 

Surplus  34,015 40 ,264 38 ,373 47 ,744 41,291 - Wages of 
Management 11,932 12,490 12,322 13,042 12,545 - Debt S e r v i c i n g  10,160 13,929 15,306 16,365 14 ,736 

Equity Surp lus  1 1  ,923 13,845 10,745 18,337 14,010 
Growth T o t a l  Farm 

C a p i t a l  213,833 199,770 174,503 281,126 217,615 - Development 
Expenses 8,704 2,890 3,157 7,779 5,048 

= C a p i t a l  
Increment 205,129 196,880 171,346 273,347 212,537 

Equity Surplus  
I n c l u d i n g  C a p i t a l  

Growth 217,052 240,725 182,091 291,684 226,547 
T o t a l  Farm 

Equity 498,625 476,709 416,002 483,943 460 ,974  
Return t o  Farm 

Equity ( $ 1  2 . 4  2.9 2.6 3.8 . 3.0 
Return t o  Farm 
Equity I n c l u d i n g  

C a p i t a l  
Increment ( %  1 43 5 4 4 - 2  43 8 60.3 49  . 2 ............................................................. ............................................................. 
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