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PREFACE

This report is thevfirst in a new series of economic
surveys on New Zealand wheatgrowing farms. Until now, the
surveys,undertaken by the Agricultural Economics Research Unit
at Lincoln College on behalf of the Wheatgrowers Sub-section
of Federated Farmers of NZ (Inc.), have concentrated on the
enterprise cost and return aspects of wheatgrowing. Three
lenterprise surveys over the years have now been reported and
refer to the 197€-77, 1977-78 and 1978-79 wheat years.

This series of surveys and reports will continue as in

the past.

The principal objective of the new series of surveys
is to establish, from farm accounts and personal interviews,
financial data pertaining to wheatgrowing farms. Such data
will allow a more comprehensive picture of wheatgrowing
in New Zealand, in line with that available for other major

New Zealand farming industries. The first report in this new

series refers to the 1977-78 financial year.

The accounts analysis was carried out by Roger
Lough and Robyn MacLean, Computer analysis aided by Patrick
McCartin, and the Report compiled by Roger Lough and

Michael Rich.

J.B. Dent

Director
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SUMMARY

1. The average value of total assets was $311,395;
90 per cent was invested in farm capital, 3 per cent

in crop on hand and 7 per cent in off farm assets.

2. Total liabilities per farm of $79,284 amounted to
25 per cent of total assets. Current liabilities were
24 per cent of total liabilities and increased with

' increasing cropping intensity.

3. Average gross farm income for all surveyed farms of
$55,418 came principally from livestock (51 per cent),
wheat (22 per cent) and other crops including barley and

small seeds (23 per cent).

4. Expenditure per farm of $41,776 was made up of

mostly farm working expenses (43 per cent), tractor and
vehicle expenses including depreciation (25 per cent)

and debt servicing (18 per cent).

5. Average net farm income was $13,642 or 25 per cent
of gross farm income. Net farm income per hectare before

debt servicing was similar irrespective of cropping intensity.

6. Available cash per farm of $31,106 came from direct farm
trading (53 per cent), increase in term liabilities
(22 per cent), sale of assets (13 per cent) and non farm

income (9 per cent).

7. Average Cash expenditure for all surveyed farms of
$33,199 was made up of capital expenditure (45 per cent),

personal drawings and taxation (37 per cent), loan
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repayments (12 per cent) and sundry investments (5 per

cent) .

8. On £hose farms where 25 to 50 per cent of gross farm
income was from crops, the increase in liabilities

was three times greater than loan repayments. There-

fore these farms will face a large increase in future

debt servicing charges.On those farms where the contribution
of crop income to gross farm income was either less than
25 per cent or greater than 50 per cent, increases in
liabilities were similar to loan repayments. Therefore
future debt servicing on these farms should not change

significantly.

9. The average cash deficit per farm of $2,093, the increase
in sundry debtors of $556 and income equalisation deposit
of $543 were financed by a $2,522 reduction in cash held in

the current accounts plus a $70 increase in sundry creditors.

10. The average adjusted cash deficit per farm, that is
the cash deficit with allowances for inventory changes was
$715. The principal inventory change was an increase in

the value of livestock of $1,150.

11. Farms with greater than 50 per cent of gross income

from crops experienced the greatest liquidity problem

because cash expenditure exceeded total available cash by
$6,494. This was largely due to the retention of livestock
with an estimated market value exceeding $3,000 and an increase

in the value of crop carried over of $1,701.






CHAPTER 1

INTRCDUCTION

1.1 Background

During 1978 the Wheatgrowers Sub Section of Federated
Farmers requested the Agricultural Economics Research
' Unit at Lincoln College to undertake a financial analysis
of those farms in the New Zealand Wheatgrowers Survey.
The analysis was based upon the annual financial state-
ments prepared for the wheatgrowers by their accountants.
The purpose of the analysis was to provide financial
data related to New Zealand wheatgrowing farms and was
therefore complementary to the existing wheat enterprise

survey conducted on the same properties.

1.2 Survey Description

Farm accounts for the 1977-78 financial year were
collected following the autumn visit in 1979. Those
available for analysis were grouped, as shown in Table 1,
according to the degreee of cropping intensity which was
determined by expressing crop income as a percentage of
gross farm income. Crop income included income from
wheat, barley, small seeds and other crops.

Of the 146 farms which grew wheat in the 1977-78
New Zealand wheat enterprise survey, 54 per cent provided

financial statements suitable for analysis, 15 per cent



provided financial statements unsuitable for analysis
because of insufficient information, 20 per cent either
were unable or refused to provide financial statements

for various reasons and in 10 per cent of cases accountants

failed to reply to the request for information. All farms
suitable for analysis were "owner-operator" properties.

TABLE 1
Farm Groups

Average Crop

Group Crop Income Intensity Number of Farms
% Gross Farm Income 3
1 Below 25 14.7 22
2 25 - 50 37.6 30
3 Above 50 71.2 23
All Farms 44.6 ;g

Table 2 compares the characteristics of those
farms where accounts were analysed and of those

wheat survey farms where accounts were not analysed.

TABLE 2

Wheatgrowing Farm Characteristics

Survey Farms where accounts were

(i) analysed (ii) not analysed
Wheat Area (ha) 26.9 24.2
Wheat Yield (t/ha) 3.7 3.6

Gross Margin per hectare
less Machinery Overhead
Cost ($) 216.49 210.29




1.3 Physical Characteristics

The physical characteristics of the three farming
groups are summarised in Table 3. The table shows the
emphasis on livestock production in group 1 and an increased

area devoted to cropping in groups 2 and 3.

TABLE 3

Physical Farm Characteristics

Group 1 2 3 All Farms
Total Area (ha) ' 213.4 173.7 233.6 203.7
Stock Units (no) 2877 1735 1595 2027
Lambing percentage (%) 110.5 102.7 103.0 105
Wheat Area (ha) 11.4 20.5 39.4 23.6
Barley Area (ha) 3.4 7.4 17.8 9.4
Pea Area (ha) 0.7 2.1 18.7 6.8
Small Seeds Area (ha) - 2.1 17.0 6.0
Other Crop Area (ha) 2.5 5.1 10.4 6.0

Crop Area
% of Total Area) 8.4 2%.4 44,2 25.4







CHAPTER 2

CAPITAL STRUCTURE

The capital structure of wheatgrowing farms in
New Zealand 1s detailed in Table 4; valuationsapply

as of the end of the 1977-78 financial year.
2.1 Assets

Total assets on the average New Zealand survey
farm were valued at $311,395; 73 per cent were invested
in land and buildings, 17 per cent in livestock and
plant, 3 per cent in crop on hand and 7 per cent in off
farm assets.

Total assets per farm in group 3 of $385,734 were
almost 40 per cent higher than either group 1 or group
2. This was because average farm size in group 3 was
nearly 20 per cent iarger than the other groups and also
the value of land and buildings per hectare was nearly
50 per cent higher.

Total investment in plant, machinery and livestock
per farm in groups 1 and 3 was around $58,000 which was
23 per cent higher than in group 2. The value of live-
stock, as a proportion of plant, machinery and livestock
per farm was 72 per cent in group 1, 63 per cent in group

2 and 53 per cent in group 3.

2.2 Liabilities and Net Worth

Total liabilities on the average New Zealand survey



TABLE 4

Capital Structure

Group i 2 3 All Farms
$ = $ % $ % $ g
Farm Capital
Land and Buildings 201,685 72.4 197,493 70.9 294,436 76.3 228,452 73.4
Tractor, Truck, Header 10,039 3.5 10,502 3.8 20,845 5.4 13,538 4.3
Other Plant 6,069 2.2 5751 2.1 10,018 2.6 7,153 2.3
Sheep 40,361 14.5 26,600 9.6 25,106 6.5 30,179 9.7
Cattle 1,911 0.7 1,752 0.6 1,531 0.4 1,731 0.6
Total 260,065 93.4 242,098 87.0 351,936 91.2 281,053 90.3
Crop 'on Hand
Wheat 2,326 0.8 3,219 1.2 9,343 2.4 4,835 1.6
Other 129 - 781 0.3 9,894 2.6 3,385 1.1
Total 2,455 0.8 4,000 1.5 19,237 5.0 8,220 2.7
Off-Farm Assets
Cash 4,532 1.6 6,516 2.3 3,510 0.9 5,012 1.6
Sundry Debtors 654 0.2 3,029 1.1 2,524 0.7 2,177 0.7
Income Equalisation 272 0.1 900 0.2 1,000 0.3 746 0.2
Other Assets (incl. car) 2,795 1.0 2,479. 0.9 4,118 1.0 3,074 (.9
Sundry Investments 7,780 2.9 19,464 7.0 3,409 6.9 11,113 3.6
Total 16,033 5.8 32,388 11.5 14,561 3.8 22,122 7.0

Total Assets 278,553 100.0 278,486 100.0 385,734 100.0 311,395 100.0




TABLE 4 Cont,.

Capital Structure

Group 1 N 2 3 All Farms
S % $ % $ % $ %

Fixed Liabilities

Rural Bank/Marginal

Lands anrd 17,928 24.0 12,686 ..21.3 19,540 17.9 16,326 20.6
Commercial Bank 1,924 2.5 1,948 3.4 1,598 1.5 1,833 2.3
Insurance Company 5,755 7.7 6,384 10.7 10,358 9.5 7,418 9.4 .
Stock Firm 2,409 3.2 793 1.3 2,956 2.7 1,930 2.4
Private 33,822 45.4 22,530 37.7 38,590 35.3 30,767 38.8
County Council - - 578 1.0 617 0.6 420 0.5
Other 1,943 2.5 796 1.3 2,454 2.2 1,641 2.1
Total 63,781 85.3 45,715  76.7 76,113 69.7 60,335 76.1

Current Liabilities
Commercial Banks 898 1.2 2,844 4.8 7,216 6.6 3,614 4.6
Stock Firms 5,376 7.4 4,118 6.8 10,547 9.6 6,459 8.2
Hire Purchase Firms 340 0.5 1,606 2.7 2,620 2.4 1,545 1.9
Sundry Creditors 3,623 4.9 4,984 8.3 7,472 6.8 5,348 6.7
Other 545 0.7 416 0.7 5,404 4.9 1,983 2.5
Total 10,782 14.7 13,968 23.3 33,259 30.3 18,949 23.9

Total Liabilities 74,563 100.0 59,693 100.0 109,372 100.0 79,284 100.0

Net Worth - ($) 203,990 218, 793 276,362 232,111

- (% of Total Assets) 73.2 78.6 71.6 74.5




farm were valued at $79,284, 76 per cent of which were
fixed liabilities and 24 per cent were current liabilities.
The two main sources of fixed liabilities in order of
importance were Private (39 per cent of total liabilities)
and Rural Bank/Marginal Lands Board (21 per cent of total
liabilities). The main sources of current liabilities in
order of importance were Stock firms and Commercial Banks.

Group 3 farms had the highest level of total liabi-
lities. For all three groups, fixed liabilities were 18
to 24 per cent of total assets. Between groups, current
liabilities increased with greater cropping intensity and
this was principally due to the more intensive cropping
farms having higher levels of crops on hand.

Net Worth on the average New Zealand survey farm was
$232,111 or 74 per cent of total assets. Between the three

groups, net worth ranged from 72 to 79 per cent of total

assets.

3.2 Capital Structure Per Hectare

A summary of capital structure per hectare is given
in Table 5. The table shows total farm capital and the
value of crop on hand increasing with increased cropping
intensity. Group 2 farms had higher levels of off farm
assets, relative to group 3, which offset the lower level
of total farm capital and value of crop on hand. This

resulted in both groups having a similar level of total



assets per hectare.

Total assets per hectare in groups 2 and 3 were
almost $300 and $350 respectively higher than total
assets in group 1. Total liabilities per hectare were
highest in group 3 and similar for groups 1 and 2, and
this resulted in group 2 having the highest net worth

per hectare.

TABLE 5

Capital Structure Per Hectare

Group 1 2 3 All
Farms
$/ha $/ha $/ha $/ha

Total Farm Capital 1218.67  1393.77  1506.57 1358. 40
Crop on Hand 11.50 23.02 82.35 39.72
Off Farm Assets | 75.13 186.45 62.33 106.92
Total Assets 1305.30  1603.24  1651.25 1505.04
Total Liabilities 349.40 343.59 468.20 383.19

Net Worth 955.90 1259.65 1183.05 1121.85
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CHAPTER 3

INCOME AND EXPENDITURE

Gross farm income and expenditure details along

with the disposition of net farm income are given in

Table 6.

3.1 Gross Farm Income
Table 6 shows gross farm income for the average
New Zealand survey farm was $55,418, 51 per cent of which
came from livestock production. The other main sources
were wheat (22 per cent) and other crops including
barley and small seeds (23 per cent). Gross farm income
between groups was highest in group 3 and lowest in group 2.
Table 7 shows gross farm income details on a
per hectare and per stock unit basis. It is seen that:
1. Total income per hectare in groups 1 and 2 were similar
but lower than in group 3.
2. Livestock income per stock unit in groups 1 and 2
were similar but higher than in group 3.
3. Livestock income per livestock hectare fell with
increasing cropping intensity especially between
groups 2 and 3.
4. Increased cropping intensity was associated with
increased wheat income per hectare, however when this
income was expressed on a per hectare of wheat grown

basis a decrease occurred.



TABLE 6 s

Income and Expenditure

Group 1 2 3 _ All Farms
$ % $ 3 $ 3 $ 3
Gross Farm Income

Wool 20,224 38.9 11,740 25.8 7,033 9.8 12,785 23.1
Sheep 21,074 40.5 13,257 29.1 9,670 13.5 14,450 26.1
Cattle 1,246 2.4 893 2.0 1,579 2.2 1,207 2.2
Wheat 6,248 12.0 10,991 24.1 19,424 27.2 12,186 22.0
Barley 948 1.8 2,375 5.2 6,256 8.7 3,146 5.7
Small Seeds 31 0.1 803 1.8 9,982 14.0 3,391 6.2
Other Crops 425 0.8 2,938 6.5 15,199 21.3 5,961 10.7
Rebates & Subsidies 747 1.4 477 1.0 217 0.3 476 0.8
Contracting 623 1.2 302 0.7 318 0.4 401 0.7
Produce,Milk,Pigs 203 0.4 1,146 2.5 1,259 1.8 904 1.6
Sundry, Hay, Grazing 271 0.5 616 1.3 604 0.8 511 0.9

Total 52,040  100.0 45,538 100.0 71,541 100.0 55,418 100.0




TABLE 6 Cont..

Income and Expenditure

Group 1 2 3 All Farms
$ % $ % $ % $ 3
Farm Expenditure
Farm Working Expenses 15,978 44.5 13,813 39.6 24,829 44.0 17,826 42.7
Repairs and Maintenance 2,029 5.6 2,059 5.9 4,089 7.3 2,673 6.4
Tractor and Vehicle
Expenses 5,690 15.8 4,849 13.9 7,771 13.8 5,992 14.3
Admin., Rates, Insurance 2,958 8.2 2,877 8.2 3,653 6.5 3,139 7.5
Debt Servicing 5,782 16.1 7,645 21.9 9,030 16.0 7,523 18.0
Depreciation 3,486 9.8 3,623 10.5 7,002 12.4 4,623 11.1
Total : ) 35,923 100.0 34,866 100.0 56,374 100.0 41,776 100.0
Net Farm Income - $ 16,117 10,672 15,167 13,642
- % Gross Farm :
Income 30.8 23.4 21.2 24 .6

Used as follows:

Personal Drawings 6,888 42.7 6,644 62.2 9,569 63.1 7,612 55.8
Taxation 5,425 33.6 4,683 43.8 4,239 27.9 4,762 34.9
Savings 3,804 23.7 -655 -6.0 1,359 9.0 1,268 9.3

€T
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5. Other crop income per hectare of other crop grown,
in group 1, is similar to livestock income per hectare
but less than wheat income per hectare of wheat
grown. In group 2,this income is higher than live-
stock income per hectare but less than wheat income
per hectare of wheat grown. In group 3, this income
is higher than livestock income per hectare and
similar to wheat income per hectare of wheat grown.

TABLE 7

Gross Farm Income

Group 1 2 3 All Farms

Livestock ($/ha) 199.36 149.05 78.26  139.63
Wheat ($/ha) 29.27 63.27 83.15 59.82
Other Crops ($/ha) 6.57 35.21 134.57 61.35
Sundry ($/ha) 8.60 14.60 10.30 11.25
Total ($/ha) 243.80 262.13 306.28 272.05
Livestock ($/Stock unit) 14.78 14.92 11.46 14.05
Livestock ($/livestock ha) 216.39 184.92 126.95 180.10
Wheat ($/ha wheat grown) 548.07 536.14 492.99 516.35

Other crops ($/ha other crops
grown) 212.72 345.53 491.97 443.19

3.2 Farm Expenditure

Table 6 shows farm expenditure for the average New
Zealand survey farm to be $41,776; the main components
were farm working expenses (43 per cent), tractor and
vehicle expenses including depreciation (25 per cent),

and debt servicing (18 per cent).
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Table 8 gives a summary of farm expenditure on
a per héctare basis. The main reason group 2 farms had
a higher farm expenditure per hectare than group 1 was
because of higher debt servicing. Group 3 farms had the
highest farm expenditure per hectare. In this group
farm working expenses were 42 per cent higher than group
1, tractor and vehicle expenses were 25 per cent higher

and depreciation was 83 per cent higher.

TABLE 8

Farm Expenditure Per Hectare

Group 1 2 3 All Farms

$/ha $/ha $/ha $/ha
Farm working expenses 74.90 79.50 106.30 87.51

Repairs and maintenance 9.50 11.90 17.50 13.12
Tractor and Vehicle

Expenses 26.70 27.90 33.30 29.42
Admin. ,Rates, Insurance 13.70 16.70 15.60 15.41
Debt Servicing 27.10 44 .00 38.70 36.93
Depreciation 16.40 20.90 30.00 22.70.
Total 168.30 200.90 241.40 205.09

3.3 Net Farm Income

Table 6 shows net farm income on the average New
Zealand survey farm to be $13,642 or 24.6 per cent of

gross farm income. This net farm income was used on
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personal drawings (56 per cent), taxation (35 per cent)
and savings (9 per cent). Net farm incomes for group 1 and
3 were similar while in group 2 the figure was significantly
lower.

Table 9 gives a summary of the diSposal of net
farm income on a per hectare basis. Between groups, net
farm income before debt servicing showed no significant
difference despite the larger capital investment and
increasing cropping intensity associated with group 3
farms. These group 3 farms had the highest level of
personal drawings and the lowest taxation. Group 2
farms had the second lowest level of personal drawings
per hectare but the lowest level of personal drawings per
farm (see Table 6). The level of savings was inversely
related to the level of debt servicing. For example, group
2 farms had the lowest savings and the highest debt
servicing committment, while, group 1 farms had the
hichest savings and the lowest debt servicing.

TABLE 9

Net Farm Income Disposition Per Hectare

Group 1 2 3 All Farms
$/ha $/ha $/ha $/ha
Net Farm Income Before
Debt Servicing 102.70 105.30 103.60 103.90
~Debt Servicing 27.10 44.00 38.70 36.93
Net Farm Income ) 75.60 61.30 64.90 66.97

Used as follows:
Personal Drawings 32.30 38.20 41.00 37.37
Taxation 25.40 26.90 18.10 23.38
Savings 17.90 -3.80 5.80 6.22
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3.4 Economic Indicators

Table 10 shows the average New Zealand survey farm
to have a rate of return on total farm capital of 4.1 per
cent, and a return on equity capital of 6.5 per cent.
By rewarding equity capital a market interest rate of
10 per cent,a labour and management residual of $-7254
is obtained. |

Definitions of terms used are given in Appendix A.



Group 1 2 3 All Farms

$ $ $ $
1. Cash Expenditure 32,440 31,240 49,373 37,153
2. Managerial Reward 8,600 8,421 9,352 8,811
3. Adjusted Working Expenses 41,040 39,661 58,725 45,964
. Working Capital (0.5 x 3) 20,520 19,830 29,363 22,982
. Farm Capital 260,065 242,098 351,936 281,053
. Total Farm Capital 280,585 261,928 381, 299 304,035
. Net Farm Income 16,117 10,663 15,167 13,642
8. Debt Servicing 5,782 7,645 9,030 7,523
9. Less Managerial Reward 8,600 8,421 9,519 8,811
.Economic Farm Surplus 13,299 9,887 14,678 12,354

.Rate of Return % (10/6) 4.7 3.8 3.9 4.1
.Farm Capital 260,065 242,098 351,936 281,053
.0ff-Farm Cash 4,532 6,516 3,510 7,189
A, Less Fixed Liabilities 63,781 45,715 76,113 60,335
.Less Current Liabilities 10,782 13,968 33,259 18,949
Farm Equity Capital 190,034 188,931 246,074 208,958
.Rate of Return % (7/16) 8.5 5.6 6.2 6.5
> .Net Farm Income 16,117 10,663 15,167 13,642
. Less 10% Farm Equity Capital 19,003 18,893 24,607 20,896
© .Labour & Management Residual -2,886 -8,230 -9,440 -7,254

TABLE 10

Economic Indicators

8T
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CHAPTER 4

CASH FLOW STATEMENT

The cash flow position of wheat growing farms in

New Zealand is given in Table 11.

4.1 Sources and Disposition of Cash

Table 11 shows that the available cash on the
average New Zealand survey farm was $31,106; 53 per cent
of which came from farming. The other main sources were
an increase in term liabilities (25 per cent), sale of
assets (13 per cent) and non farm income (9 per cent).
Total cash expenditure on the average New Zealand survey
farm was $33,199. The components of this expenditure
were capital expenditure (45 per cent), personal drawings
and taxation (37 pef cent), loan repayments (12 per cent)
and sundry investments (5 per cent). The cash deficit
of $2,093 was financed principally by a fall in cash
reserves held in current accounts of $2,522.

In group 1 the cash farm surplus was enough to
cover personal drawings, taxation, loan repayments and
34 per cent of capital expenditure and sundry investments.
The remaining capital expenditure was financed by an
increase in term liabilities ($2,635), sale of assets
($2,535) and non farm income plus refunds ($2,664).
The increase in liabilities was marginally greater
than loan repa?ments therefore 10 significant

increases in future debt servicing is expected. Non farm



TABLE 11

Cash Flow Statement

Group 1 2 3 All Farms
$ % $ % $ % $ %
1. Cash Farm Income
Vool 19,575 35.1 11,792 23.1 6,913 9.4 12,579 21.2
Sheep 23,366  41.9 16,075 31.5 14,036 19.1 17,588 29.6
Cattle 3,055 5.5 3,773 7.4 1,419 1.9 2,840 4.8
Wheat 7,273 13.0 10,565 20.8 18,380 25.0 11,996 20.2
Barley 1,048 1.9 2,459 4.8 6,749 9.2 3,361 5.7
Small Seeds 31 0.1 1,172 2.3 9,018 12.3 3,243 5.5
Other Crops 301 0.5 2,909 5.7 15,013 20.4 5,856 9.9
Rebates, subsidies 747 1.3 477 0.9 217 0.3 476 0.8
Sundry 405 0.7 1,788 3.5 1,787 2.4 1,382 2.3
Total 55,801 100.0 51,010 100.0 73,532  100.0 59,321 | 100.0
2. Source of Cash Farm
Surplus
Cash Farm Income 55,801 51,010 73,532 59,321
Less Stdck Purxchases 4,634 5,427 7,125 5,715
Less Cash Farm Expenses 32,440 31,240 49,373 37,153
Cash Farm Surplus
-3 18,727 14,343 17,034 1€,453
- (% Cash Farm
Income) 33.6 28.1 23.2 27.7
3. Available Cash : .
Cash Farm Surplus 18,727  70.5 14,343 42.8 17,034 52.8 16,453 52.9
Non farm income:
Contracting, Wages 766 2.9 702 2.1 420 1.3 634 2.0
Interest, dividends,
fees 744 2.9 1,715 675 2. 1,120
Insurance claims, gifts 155 0.4 1,905 5.7 1,405 .6 1,227 3.9
Increase in liabilities:
Term liabilities 2,635 9.9 8,690 25.9 5,135 15.9 5,827 18.7
Hire purchase - - 1,371 4.1 1,508 4.7 1,011 3.3
Livestock incentive
scheme - - 19 0.1 - - 7 -
Refunds:
Taxation 166 0.6 47 168 119
Wool retention 480 501 1.5 293 0. 431
Income equalisation 363 1.5 200 0.6 173 249 0.8
Sale of assets:
Plant & Machinery 2,100 7.9 2,010 4,451 13.8 2,785 9.0
Sundry investments 435 1.6 2,034 6.0 1,014 3.1 1,252 4.0
Total Available Cash 26,571 100.0 33,537 100.0 32,276 100.0 31,106 100.0

0z



TABLE 11 Cont..

Cash Flow Statement

Group 1 2 3 All Farms
$ % $ % $ % $ K
4. Cash Expenditure
Capital Expenditure:
Land & Buildings 2,084 8.0 7,176 21.1 4,314 11.1 4,805 14.5
Mechanised Plant 3,892 14.9 6,326 18.6 9,301 24.0 6,525 19.7
Other Plant 1,955 7.5 2,043 6.0 3,766 9.7 2,545 7.7
Car 2,068 7.9 701 2.1 862 2.2 1,151 3.5
Loan Repayments:
Term Loans 2,461 2,836 3,888 10.0 3,049
Hire Purchase 71 0.3 530 1.6 2,352 6.2 954 2.9
Other
Sundry Investments 1,329 5.0 3,149 9.2 479 1.2 1,796 5.4
Personal Drawings 6,885 26.3 6,645 19.5 9,569 24.7 7,612 22.9
Taxation 5,422 20.7 4,680 13.6 4,239 10.9 4,762 14.2
Total Cash Expenditure 26,167 100.0 34,086 100.0 38,770 100.0 33,199 100.0
5. Source of Cash Surplus
Available Cash 26,561 33,537 32,276 31,106
Less Cash Expendi-
ture 26,167 34,086 38,770 33,199
Cash Surplus - § 394 -549 -6,494 -2,093
- % Available
Cash 1.5 0.6 20.1 6.7
6. Effect of Cash Surplus
on Working Capital
Position
FPunds in current Account 699 -2,160 -6,076 -2,522
Sundry Debtors 120 1,880 -759 556
Income Equalisation
Deposits 272 391 1,000 543
Less Sundry Creditors 697 660 659 670
. 153 —— ey —w
7. Adjusted Cash Surplus o4 >49 6,494 2,093
Cash Surplus 394 -549 - 6,494 -2,093
Livestock Inventory
Change 1,182 -323 3,039 1,150
Wheat Inventory
Change -1,025 426 1,044 190
Other Crops Inventory
Change 24 -424 657 38
. - . — )
Total Adjusted Cash 575 -870 -1,754 -715 =

Surplus
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income together with sale of assets amounted to
nearly 16 per cent of total ayailable cash.

In group 2 the cash farm surplus covered personal
drawings, taxation, and 90 per cent of loan repayments.
This surplus made no contribution towards capital
expenditure and sundry investments amounting in total
to $19,395. The increase in liabilities of $10,080 was
three times larger than loan repayments and this will
result in future debt servicing charges being large. Non
farm income and sale of assets amounted to nearly 25
per cent of total available cash.

In group 3 the cash surplus from farming covered
drawings, taxation, and 52 per cent of loan repayments.
This surplus made no contribution towards capital
expenditure plus sundry investments amounting in total
to $18,722. 1Increase in liabilities ($6,643) margin-
ally exceeded loan repayments, therefore no significant
increases in future debt servicing is expected. Non
farm income together with sale of assets amounted to
nearly 25 per cent of total available cash. This still
left a cash deficit of $6,494, which was financed

principally by a reduction of cash in current account.

4.2 Inventory Changes

Table 11 shows that the cash deficit, on the average
New Zealand survey farm, was .$2,093, This deficit plus
the increase in sundry debtors of $556 and income equalisa-
tion deposit of $543 were financed by a $2,522 reduction
in cash held in the current account plus a $670 increase

in sundry creditors. The cash deficit reduced to an
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adjusteéd cash deficit of $715 after allowances had been

made for inventory changes. The principal inventory

change was a $1,150 increase in the value of livestock.
The main inventory changes for the different

farm groups included:

1. 7TIn group 1, a decrease in the value of wheat carried

over which almost offset an increase in the value of

livestock.

2. In group 2 an increase in the value of wheat carried

over which almost offset a decrease in the value of other

crops carried over. The small decrease in livestock

values suggests that livestock numbers were marginally

reduced.

3.. In group 3, an increase in livestock values of $3,039

and an increase in the value of crop carried over of

$1,701.
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APPENDIX A

Survey Definitions and Treatment of Data

Capital Structure

1.

Value of land and buildings is taken from the latest
Government valuation figures and up-dated using the

Farmland Sales Price Index.

Plant and machinery valuations are taken from the
depreciation schedule for the 1977-78 financial

statement but exclude car, boats and caravans.

The following per head figures have been used to
assess the value of livestock on hand at the end

of the 1977-78 financial year:

Sheep $15
Cows $120
2 yr Cattle $90
Yearlings $50
Bulls $200

Values of crop on hand are obtained from the crop

accounts for the 1977-78 year.

Off-farm assets are valued at the end of the 1977-78

financial year.

Both fixed and current liabilities are as recorded

in the balance sheet at the end of the 1977-78 year.

Net worth is total assets less total liabilities and

reflects the level of the farmer's investment.
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1. Gross Income for wool, sheep, cattle, wheat, barley,
small seeds, other crops, produce and sundry income,

is assessed as follows:

Gross Income = Cash Sales
+ Stock on hand at end of year
- Purchases
- Stock on hand at start of year

2. Rebates, subsidies and contracting are as presented

in-the financial statements for 1977-78.

Gross Farm Expenditure

1. Gross Farm Expenditure is as presented in the
financial statement for 1977-78 with the following
adjustments if applicable:

(i) Appropriation of private car expenses
(ii) Deletion df managerial salaries

(iii) Deletion of special depreciation allowances.

2. Breakdown of Farm Expenditure can be summarised as
follows:
(i) Farm Working Expenses includes wages,
animal health, seeds, fertilisers, freight,
weed and pest control.
(ii) Repairs and maintenance includes that done to
| buildings, fences, tracks, culverts etc. plus
any development expenditure.
(iii) Tractor and vehicle expenses includes all

expenses associated with both mechanised and
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non-mechanised plant and machinery.
(iv). Administration, rates, insurance include
all administrative, power, telephone and
overhead expenses.
(v) Debt Servicing includes all interest and rent

charges.

6. Savings is the residual after personal drawings and

taxation have been deducted from net farm income.

Economic Indicators

1. Managerial reward is assessed as $6,000 plus 1 per

.cent of to+tal farm capital-

Cash Flow Statement

In assessing the cash flow statement, an attempt was
made to delete from the financial statement:

1. All non-cash transactions

2. All current assets subject to valuation, that is,

livestock and crop on hand.
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