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PREFACE

Early in 1970 South Pacific Commission acceded to a request by
the Fiji Government to finance the services of two consultants to provide a
short introductory course in farm management to Fiji Department of
Agriculture extension staff. ~ A course of two weeks' duration was designed
by Dr W.O. McCarthy and Mr P, L. Nuthall, then of the University of
Queensland, and given in May 1970 to senior extension staff. The objective
was to explain the farm management or whole farm approach to farm
planning and to illustrate its application to commercial farming in Fiji
by field exercises and discussion.

A further training programme was requested and undertaken in
May 1971 by Dr McCarthy, now of Lincoln College, and Mr B.J.P. Ryde,
also of the College. A week was spent reviewing and expanding concepts
with staff who had attended the 1970 course. Another week was spent giving
a course to junior {front-line) extension staff. About half the participants
had agriculture diploma qualifications.

This book is based on the second course and is oriented towards
the Diploma trained or equivalently experienced extension worker. Its
objective is to provide an introduction to farm management at an appropriate
level and relevant to commercial and emerging-commercial farms in Fiji.
Meantime it is a first draft to be used by Fiji Department of Agriculture
extension staff. On the basis of comments received it will be revised and
possibly expanded to meet the needs of agricultural extension staff for the
whole South Pacific Commission region.

For guidance, local colour and memorable discussions, we thank
Bernard Vunibobo, Winston Thompson and Derek Robinson. Be clear, we
do not suggest that budgeting, gross margins and other farm management
techniques are always appropriate when the extension worker is examining
and attempting to solve farmers' problems. However, we strongly assert
that the farm management approach provides a logical, step by step guide, in
gaining needed perspective, whatever the farming problem involved.

Owen McCarthy

Bruce Ryde

Lincoln College,
New Zealand.

November 1971.



CHAPTER 1

THE NATURE AND SCOPE OF FARM MANAGEMENT

The purpose of this chapter is:
(1) to define what is meant by farm management;

(ii) to indicate what techniques the extension worker uses when
he puts the farm management approach into practice when
advising farmers in his district. (The application of farm
management techniques is known as the farm management
approach.)

Farm management is defined as planning with the objective of
making the best use of land, labour and capital on an individual farm. In this
book '"Farm Management' is a technical term with a specific meaning for °
farm advisers just as terms like agronomy, soil conserwvation, have specific
specialised meanings. (Laad, labour and capital are sometimes all grouped
together and simply called farm resources.) What is meant by best use of
land, labour and capital? These resources which the farmer has on his farm
or can get, can be put to ‘many {or alternative) uses by him. It is sensible
for the farmer to use them in such a way that his own goals or objectives are
achieved as far as possible. This is what is meant by best use. Objectives
could be

(i) to make as much money as possible;

(ii) to make a reasonable amount of money but not to
have to work too hard;

(iii} to make only enough money to buy what is required
for family living but to have plenty of spare time.

The job of the farm management extension worker is to assist the
farmer to achieve his goals or objectives by applying farm management
principles in the running of his farm.

The first requirement of any planned approach is to make a list
or inventory of the resources that the farmer has available for production.
This is done by drawing up an ON-FARM report. The report lists all
resources on the farm and indicates how they are currently being used or
managed together with suggestions for improvement.

In order to find out the farm financial situation a CURRENT BUDGET



may be worked out. A current budget merely lists over twelve months

or some other convenient period, the income and expenditure that is expected
if the farm is run along certain lines. In fact any budget details the expected
financial outcome of a farm management plan. Perhaps the plan is an
informal one existing only in the mind of the farmer or he may have sat down
and worked one out in detail on paper at the beginning of the year or planning
period.

With this type of information about what resources the farmer has
and how well he is doing financially the next step is for the extension worker
and the farmer to work out a better plan for the future. Before this is done
or possibly as part of the exercise, past results in terms of crop and live-
stock productivity, costs and prices, are summarised and compared with
results for similar farms in the district. This is called COMPARATIVE
ANALYSIS and shows up strength and weaknesses of individual farms. These
can then be further studied and the weaknesses remedied.

If the farm is of a type for which a large number of production
alternatives exist - say tree crops, root crops, vegetables, rice, then the
plan for the future may be built up using the GROSS MARGINS approach.
The gross margin for a crop or other enterprise is the difference between
gross income received for the crop and the variable or running expenses
incurred in production, usually expressed on a per acre basis. Crops with
highest gross margins are chosen first.

Possibly the farm is not in full production - perhaps there is some
land yet to clear and bring under cultivation or put into pasture. Thus the
farmer and extension worker may want to work out a general development
programme for the farm say over the next 3 to 5 years. This should be
tested by a series of annual DEVELOPMENT BUDGETS which indicate the
expected financial situation at the end of each year and for the whole develop-
ment period.

In the development programme PARTIAL BUDGETING may be used
to decide on certain aspects. A partial budget is used to assess proposed
alternative activities which only make up part of the whole plan - for example
should a beef farmer breed or buy cow replacements?

Again, for each budget inward and outward cash flows should be
checked on a monthly basis to ensure that cash is available to carry out the
proposed programme without delays. Thus if money has to be spent on seed,
fertiliser and labour, before a crop is harvested and sold, a cash loan may
have to be arranged to tide the farmer over.

The development budget series ensures that development is
co-ordinated over the planning period and control is exercised. During,
and at the end of the development period, the plan is assessed and revised
if necessary and comparisons are made with results from similar farms.

In order to work out budgets and gross margins, data are needed
on crop yields, livestock production, likely prices for stock and produce,
costs of inputs and so on. Thus the extension worker needs to build up files
of information of this type. The farmer can assist here by keeping some
records also.



In summary, if the extension worker adopts the farm management
approach the procedures are well defined and follow a logical pattern. The
basis is a carefully thought out farm production plan for the future. This
has been drawn up after a thorough inventory of farm resources and assess~
ment of the ability of the farmer (his managerial capabilities). The plan
may have been developed through use of gross margins analysis and certainly
from knowledge of what other successful farmers are doing and personal
preferences of the farmer concerned. In all cases it will have been
pretested by means of development budgeting. Finally, from time to time
the plan will be evaluated using comparative analysis and possibly altered
to meet changing circumstances. '



CHAPTER 11

THE ON-FARM REPORT

A. INTRODUCTION

The previous chapter discussed what is meant by farm management
and briefly outlined the techniques to use. It was suggested that this approach
provides a sound and logical management framework for farmers and their
advisers. The first step in such planning is to make a list or inventory of
farm and farmer resources. Then sensible decisions can be made about
production because capabilities and strengths and weaknesses of farm and
farmer are clearly known and understood.

This chapter describes in detail how to go about making this
iaventory. When clearly set out in summary form it is called an on-farm
report. A blank on-farm report is included as Appendix I.

First, the reasons why reports are required and what should be
included in a report are outlined. Then, the way in which questioning and
recording on the farm should be carried out is discussed. Next, the
drawing up of the farm sketch plan is described. Finally details are given
of what data should go into each section of the on-farm report.

B. DESCRIBING AND RECORDING THE FARM
AND ITS MANAGEMENT

1. The _reasons for a report.

Farm advisers act as investigators for lending banks and advisers
for both governmental departments and private persons. In carrying out
these duties their impressions on the farm are recorded in field notebooks
and later presented in various forms to suit the kind of agency they have’
been engaged by. ) :

An adviser may be asked to submit a report on the farm and its
management supporting an application for a development loan.

A farmer may seek advice on how he may increase his financial
returns. In this case the adviser will write a report on the present manage-
ment, analyse the management and draw up suggestions and a budget that the
farmer may follow,



A veterinarian observing that the farmer's stock are in poor
health may consider that the farmer needs some '"'whole farm'' advice
covering improvement of pastures, overall stock husbandry, and
personal management. The farm adviser again records the details
of the farm in a report and gives advice.

2. Reports should be carefully written.

) Report writing is not as easy at it appears. Firstly a.
thorough farm inspection must be made, secondly the adviser must
know his agriculture and the particular district well, and thirdly he
must have ability and experience to know what to include and what
to leave out. A good report is brief but informative. It should be
written in such a way that a busy man can read and understand its
contents in a few minutes. A feature of any report is its summary.
This is 2 mini report in itself and requires a great deal of skill and
experience to write. Often the reader of a report will turn to the
summary first, so it must be very carefully written.

3. What should be covered in an On-Farm Report?

Reports should not necessarily be confined to a set form.
However for convenience they are usually written on a suitable form
drawn up after years of trial and error. The format will suit the
requirements of the report. It is conceivable to have different report
forms for sugar cane farms, for dairy farms and for mixed crop
farms.

The layout of the On-Farm report is to be found in Appendix I.
The essential requirements of this report are that
(i} the farm should be described in detail;
(ii) a sketch plan drawn of the farm;
(iii) a financial statement compiled;

(iv) that suggestions for improvement should be listed.



C. QUESTIONING AND RECORDING ON THE FARM

The writing of a farm report will involve a visit to the farm,
a proper inspection of it, and a question session with the farmer.

These matters will be covered in the following sections:

. Preparing to visit the farm.

. Meeting the farmer.

1

2.

3. The inspection of the farm.
4. Discussing the management.
5

. Summarising the visit.

1. Preparing to visit the farm,

(a) The tools of the trade of a farm adviser are a field
notebook to record the observations made and discussions had with
the farmer; several sharp pencils, a rubber and a scale ruler. Farm
buildings are essential features of farms and they must be checked
carefully., The assessment of a building is made on an estimate of
the square footage involved. This requires measurements. A
professional valuer uses a one chain tape, but if accuracy with these
measurements is not essential then the adviser can step out these
calculations.

(b) Soils are basic to the productivity of the farm and
the adviser must be able to identify and assess the different soils
found on the farm. When available soil maps are excellent guides
to what soils might be found on individual farms. They are drawn
up using different scales and where the map covers a large area, '
this is usually at a small scale. Thus the farm to be inspected may
be represented by a very small area on this map. To effectively
examine the soils the officer should use either a light spade or soil
auger.

{c) To find the way to the farm, local district maps are
essential. Topographical maps, if available, show contour, altitude,
landmarks, streams, bush areas, shelter belts, and often fence
lines. From aerial photographs the adviser can identify the locality
and often the individual farms. If the photos have been recently taken .
they can be most informative, showing the physical details of the farm.
such as watercourses, fences, bush cover, aspect and contour. The
mileages to get to the farm and the location of the farm must be -
defermined before going to the farm.

{(d) An accurate outline plan of the farm showing the
boundarles must be available for the inspection, as the adviser is
required to draw a sketch plan of the farm. This outline may be
obtained from either (i) the lease document, (ii) the Sale agreement,
or (iii) the legal title deeds. The farmer may have a map but it may



not be accurate or complete, it may be one he has drawn up as his
interpretation of what his farm looks like on paper.

From the legal documents check the area of the farm.
(e) The next move is to organise the actual visit to the

farm. The date and expected time of arrival should be arranged and
confirmed with the farmer by letter if possible,

2. Meeting the farmer.

The adviser should arrive at the time arranged. If he
doesn't know the area too well and the individual farm, it is a good
practice to quietly drive around the roads near the farm, having a
look over on to the farm and the neighbours' if the opportunity offers.

Upon meeting the farmer he should discuss the following
before inspecting the farm:

{a) Confirm that the area you have been given is the
actual area of the farmm. The farmer may have recently purchased
or leased or even sold land.

(b) Check the tenure. If it is leasehold it is important
to obtain the main details of the lease. The kind of lease, the term
of the lease, the rental being paid, determine if the farmer has the
right to renew the lease, and also if he can obtain compensation for
any improvements he adds to the land.

(c) The details about the locality and how well served it
is by trading and marketing, with schools and transport. Determine
the distances to his nearest village, to the schools, to the railhead,
to the port and other farming facilities. The locality has an
influence on market opportunities, on transport costs, and the
saleability of the farm.

(d) Discuss the climate if you are not sure about it.
However you should discuss any problems associated with the weather,
such as the spread of rainfall, floods, crop damage, and the effect the
climate has on the growth of crops and pastures.

{e) Briefly discuss the system of farming the farmer is
adopting. Later you will fully discuss the management but at this
early stage find out how many stock he is carrying, how many cows
he is milking, or what are the kinds of crops that are grown and the
areas of each crop.

This discussion opens the way to the farm inspection. It
should be brief but it should aim at obtaining an outline of the system
of farming adopted by the farmer.



3. The inspection of the farm.

The inspection should always be thorough, When the adviser
leaves he must be confident he has obtained a good knowledge of the
farm. The best approach is to plan the field notebook before the
inspection takes place. At the front will be the sketch plan and
following it should be a list of headings covering the main questions
that will be asked.

- Some of these points will assist an adviser with an inspection.

(a) Locate yourself on the farm. Get the farmer to
point out the boundaries and any landmarks or prominent features
that will help with the placing of fencing lines on your sketch plan.

(b) As you inspect each paddock sort out and enter into
the sketch plan; soils, contour, fence lines, water supply, cover,
species of padsture plants, weeds, general condition of the cover (note
down if it is very good, good, fair, or poor), drainage. Determine
the area of the paddock or the area of the crop, ask the farmer, but
use your judgement. It might be necessary to measure up the area
to determine the financial return that can be expected from the crop.

(c) Look at the stock. Count them. Sort out their age
groups as best as you can. Look at the condition of the stock, are
their coats in good order, are their feet sound? Are the young
stock well grown and healthy and getting the right feed? Are they
the right breed of stock for this property? Are they well grazed?

(d) Inspect the buildings. Measure each one by either
stepping around it or by using a tape. Look closely at its condition
and the materials used in building it. An old building may not last
another three or four years, and this may entail the farmer in a
considerable expenditure when he is faced with replacing it, so be
very conscious of the condition and expected life of each building.

(e) Draw up a list of the plant as you inspect the farm.
Add a comment about the condition of each item of plant. When you
see the knapsack sprayer add "in poor order, new one required'.
Especially when you know how important it is to have a good sprayer.
Check with the farmer that they are all his, and if any items are at
present on loan to someone,

As the inspection is being made around the farm, the
adviser draws up his sketch plan, and generally discusses the manage-
ment practices employed by the farmer, noting down these points in
his field notebook. All these matters are dealt with as they are
encountered from paddock to paddock and the notes in the field book
grow under the various headings, side by side with the filling up of
the sketch plan as more and more of the farm is covered.



4. . Discussing the management.

The walk round the farm should enable the adviser to cover
the whole farm, to see into each paddock and crop and to inspect the
stock, the buildings and the plant. Usually the farmer accompanies
the adviser and they discuss the management as they go around.
Sometimes the adviser inspects the farm on his own after the initial
meeting with the farmer, and then has another discussion with him
to talk about the management.

The information required will vary with the kind of
report to be written but generally they should cover the following:

(a) The personal aspects of the farmer.

(b) The husbandry details of the crops and

pastures,and the stock.

(c) The labour.

(d} The general maintenance of the farm.

(e) The financial aspects.

(f) Any alternative systems of farming.

(a) Personal aspects of the farmer:

Determine what his objectives are: (i) does he want to
earn a high net income for himself and his family, or (ii) does he
want to earn enough to live on and to educate his children, or
(iii) does he want to increase the area of his farming operations to
enable his sons to farm in partnership with him and eventually take
over the farm?

What family has he? = The number, ages and sex of his
children, how many work on the farm, how many are at school, and
what will they be doing when they leave school? How many relatives
is he supporting? How much does he live on and how much is
required for schooling?

The farmer's age and his health will influence his manage-
ment. Ask these questions diplomatically for you may be treading
on delicate ground and the farmer may consider you are being too
personal. How long has he owned the farm? Had he worked on
other farms before coming to this farm?

The adviser will be writing comments in his report about
the farmer's ability as a farmer and about his ability to organise
himself and the labour he employs. It is difficult to ask direct
questions on these aspects of the farmer's management, but the
adviser should be observing the farmer's results by the levels of
production, yields and condition of stock or crops or pastures, and
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his financial results. Does he keep records? These are a most
important feature of e£f1c1ent management and if they are kept they
will greatly assist with the report.. These records may be kept in
the form of a diary, or a paddock book, or as stock production records.
He may keep his financial records documented from the previous years.

(b) Husbandry details:

(i) For each crop discuss: Areas grown, cultivation
practices, sowing, fertilisers, weed and pest control, harvesting,
selling, prices received, and the timing of these events. The
rotation that the crops follow.

(ii)- With the pastures discuss: The establishment
techniques, the species and amounts sown or planted per acre,
fertilisers applied and when, the growth of pastures at different
times of the year. Determine how the farmer balances the growth
of his pastures with the feed requirements of his stock during the year.
Does he conserve any feed in the form of hay or ensilage? Does he
buy in any feed, hay, concentrates or roots?

(iii) Concerning the stock discuss: The levels of
production obtained. Butterfat for the year, the monthly pattern of
production could be obtained from the dairy factory. Milk production
if supply is whole milk for human consumption, gallons of milk for
each month. The number of cows milked each month will enable the
adviser.to determine milk or butterfat production per cow.

. The number of calves born, numbers kept, numbers
sold. Numbers and prices of adult stock sold. The number of deaths.

Replacement stock bought, kind, age, where from,
prices paid. Source of sires.

Timing of these events, calving, purchasing, and selling.

i Stock reconciliations must be drawn up with the farmer.
The number of stock that a farmer plans to have on hand next year is
needed to enable the officer to compile his stock reconciliation {stock
‘reconciliations are discussed on page 36).

Grazing management. Control and prevention of
diseases, drenching, vaccinating, mastitis control, calf rearing..

Beef cattle growth rates, welgl'ung bought-in stock and
wexghmg during the growing period.

Pig management, rearing, buying in, kinds and amounts
of feed.

The management of the different enterprises undertaken on
the farm affect the levels of production obtained from the farm. A
lot of time can be taken up in discussing the management (sometimes
called husbandry, for example, crop husbandry, cattle husbandry).
Try to determine the weak link in the husbandries and discuss those



aspects more fully. Where husbandry is sound and levels of production
confirm it to be so, don't take too much time in discussing it. It may
be necessary for the adviser to bring in a specialist to assist him to
determine the answer to any problems associated with the husbandries.
The adviser may have to collect soil samples or crop disease samples
to have them analysed.

(c) The labour situation:

) Establish what is the actual labour force employed on the
farm and determine if this labour force is sufficient for all the work
undertaken throughout the year. Thus the adviser enquires about:
the number of workers, are they permanent or casual? How much
are they paid? What are their responsibilities, tractor driving,
milking or stock managers? Contract workers may be engaged for
different tasks, such as cultivation, bush felling, or harvesting.

Labour is costly, it is essential, it must be organised to
fit in with the working requirements of the farm. For a large farm
or one which has many different enterprises, the adviser may later
have to work out monthly schedule of labour supply and demand.

(Refer to page2l for an example of a labour supply and demand schedule.

(d) The general maintenance of the farm:

All the improvements on the farm such as the buildings,
the fences, the drains, and also the implements and tractors, have
to be maintained. When inspecting the farm the standard of
maintenance will have been observed, but it may be necessary to discuss
when the buildings were last repaired or painted, or what length of
fencing will be renewed or repaired this year.

If the farm improvements are in good order it may not be
necessary to question the farmer on these aspects of maintenance.

(e) Financial aspects:

This section is covered in two parts:
{i) Farm Capital, and

{ii) Income and Expenses.

(i) Farm Capital. It is necessary to establish the total
farm capital, by valuing the land, buildings, stock and plant.
The adviser may be a valuer and capable of working out the
value of the farm, which will include all the improvements., If
he is not a valuer, then ask the farmer if he knows what his
farm is worth. The farm may have been valued by a Governmental
institution for either a loan or for rating purposes. The farmer
may know what other farms in his locality have been selling for.

A farm adviser should be quite capable of valuing the
stock and plant. The farmer may have an optimistic opinion

~—



about the value of these assets but nevertheless that opinion
could be a good guide.

Determine what loans the farmer has, the amount
outstanding, who it has been borrowed from, the interest and
principal payments that have to be paid and when. Has he any
other debts outstanding with other firms or agencies? Has he
any cash in the bank or post office?

(ii) Income and expenses. The adviser may be required
ta prepare a budget and so he must ask all the relevant questions
that are necessary to complete it. Last year's figures for all
the income and expenditure items are an excellent guide to help
drawing up a budget, and they can be analysed to obtain a
measure of the farmer's efficiency. The farmer may have
these assembled by his accountant in a convenient form. If
the last three years' figures are available they will give a good
guide to the financial productivity of the farm, for they will
average out the variation of the seasons and the variation of
prices that may have been experienced over the three year period.

Use the budget forms to check you have covered all the
items.

The farmer's living requirements would probably have
been discussed earlier. However, after drawing up a budget with
the farmer, it may be that the farmer may not be able to spend this
amount on his family living, so the adviser should discuss what
might be done in this respect.

(f) Alternative systems of farming:

The adviser might consider there could be other ways to
farm this property so they should be discussed with the farmer to
find out if he is interested or not. These alternatives might give
greater returns or possibly be an easier way for the farmer who may
be getting older.

Earlier the comment was made that a report should be
brief and to the point. The same could apply to the questions on
the management. If the farm is well run and all the enterprises,
stock, crops and pastures, are in good productive order, then it
is not necessary to ask about every aspect involved but just to discuss
enough to determine the main reasons why the farm is so well run.

5. Summarising the visit

The adviser should take a little time to coliect his
thoughts and impressions about the farm unit. This is probably
best done down the road from the farm, where perhaps he could
look back over the farm.



(a)

(b)

(c)

(d)

Then he should summarise:-
What makes up this farm?

(i) The different soils, their present use
and their production.

(ii) The pastures and their patfern of growth
" during the year.

(iii) The stock, do they use the pastures to
produce at high levels of production?

The farmer.
(i) Is he a good farmer? Why is he? Or why isn't he?

(ii} Are his objectives reasonable? Can he achieve them?
How better can this farm be farmed?

(i) The feed management; would a legume increase
pasture production; would an improved grass
species increase the total dry matter production;
would fertilisers or drainage or fencing improve
the productivity?

(ii) The stock management.

(iii) The crops. The yields are low, the farmer is a
poor cultivator, the crops are weedy. A larger
tractor would help the farmer to cultivate at the
right time. <Can he finance a larger tractor? A
cultivation programme may have to be worked out
to ensure that the timing of cultivation and sowing
are correct.

What is the potential of this farm and what are the factors
restricting this farmer from obtaining this potential?

(i) This farm should be producing 'so much' -
pounds of butterfat per acre,
yields of crop per acre,
it should have a net income of 'so much'' per acre.

(ii) Why isn't it?

The farmer is a poor organiser of himself and
his labour. A work schedule will have to be drawn
up.

A development loan should be applied for so he
can buy a larger tractor, break in more bush country,
establish more pasture, and purchase more stock.

(iii) What will the benefits be?
A higher net income.
More labour will be required so the son at
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secondary school can be employed on the home
farm next year. A capital gain will be made
because of the increased sale value of the farm.
This may enable the farmer to sell out and buy
a larger farm, which might later be subdivided
between his sons.

These thoughts should be noted down in the field notebook
at the end of the visit. The adviser might be thinking them over on
the way home and later write them down.

The report should be written up as soon as possible after
the farm visit, but in case circumstances do not permit, greater
reliance than ever must be made on a well laid out field notebook
and field sketch plan. The adviser may be able to contact the
farmer again to check up on topics he didn't ask about. But it is
more satisfactory to make a thorough inspection, to cover the manage-
ment adequately and to compile an orderly set of written notes taken in
the field.

D. THE SKETCH PLAN

A pictorial record of a farm is an essential asset for an
adviser or a farmer to have. An aerial photograph is the most
accurate record but additional information describing the cover has
to be written on it, and such a photograph is fairly expensive, so it
is better not marked. Thus it is advisable for the farm adviser to
obtain a farm outline and fill in all the necessary details required to
portray the farm on a sketch plan.

1. What is the purpose of the sketch plan?

(a) A sketch plan greatly assists the adviser when he
writes up his on-farm report. On the plan is an inventory of the
physical features of the farm, contour, soils and aspect. The
cover is described and the location of buildings is shown. :

(b} A sketch plan assists with management of the farm.
Paddock areas can be worked out from the scale used, fence lines
determined, and so forward planning and development schemes can
be worked out with the sketch plan as a basic aid.

{c) A valuer uses a sketch plan to measure up fence
lines, shelter belts and the areas of the different classes of country
as détermined by soil types, contour and aspect.

2, The content of sketch plan should indicate:
(a) The boundaries of the farm, with names of the




neighbours noted down. The boundary lines should be accurately
obtained from off the legal documents. Any ''give and take' departures
from the legal boundary should be carefully noted down. If a stream
or river forms the boundary, an indication that the bank or the middle
of the river is the legal boundary.

(b) The location of the property by showing where the
roads lead to and the distances to these places.

(c) The situation of the buildings.

(d) The physical features, soils, contour, aspect, water
courses, and access tracks. The North point is an important feature
on a sketch plan.

(e) The fence lines, the water supply, the planted shelter
belts. ’

(f) The paddock names or numbers and the areas of each
paddock.

(g) The cover descriptions, state the present cover, the
list of species of the cover, the condition of the cover (good, fair, or
poor). The weeds that have an effect upon the management and
productivity of the unit should be noted down in the areas they are
to be found.

(h) The symbols used should be standard ones commonly
accepted by those who draw up sketch plans. The only satisfactory
method of recording the multitude of data on a plan is by means of
symbols. A legend explaining the symbols should be clear and
explicit.

3. The general layout of the sketch plan.

(a) Where possible the maps should be set out so that
the North points to the top of the page. Most maps and map readers
have the North point to the top of the page. The plan might fit the
page better if the outline is tilted to one side, it is sufficient then to
have the North pointing in the general direction of the top of the page.

(b) The scale should be in multiples of 5 for ease of
working out linear measurements. The map should fit the page,
it might be necessary to draw a larger plan but generally a tidy map
with clear and concise information can be fitted on to one page.

(c) The title should be below the map and should state
the owner's name, the district, the area, and the adviser's name

and the date if the map is drawn on a detached page.

(d) . The legend should be on the right hand side of the map.
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(e) The printing should be parallel to the bottom of the
page. If this is not possible then the printing should be readable
from the bottom right of the page..

(f) Emphasis to the important features should be indicated
by larger or heavier printing or by underlining the printing.

(g) The use of colour is useful to indicate cover on the
different soil types. Colour can be overdone and so spoil a map.
For an example of a sketch plan see Appendix Ia, page 88.

An accurate, clear and concise map is an extremely useful
tool in farm management, and care and attention should be taken when
drawing it up. The map will be used for several purposes so the
materials used should be capable of standing up to a lot of use.

E. THE COMPLETED ON-FARM REPORT

The report is drawn up after the farm inspection and the
questioning of the farmer, it is written on this form, most sections
of which are self-explanatory, but some comments on the various
sections follow to assist with its compilation,

See Appendix I for the On-Farm Report Form.,

1. Name and address - of the owner of the property and the
address of the farm.

2. Area: Tenure: Freehold/Leasehold. Cross
out the one that doesn't apply. If leasehold then state:
the kind of lease; the term of the lease; the date the
lease was granted or alternatively the date the lease
expires; the rental; and any other features that affect
the management such as maintenance, compensation,
or restrictions.

3. Legal description:

4. Sketch plan: {includes fences, buildings, water supply, paddock
areas and cover, contour, aspect, location, North point). '
These features of a sketch plan are noted in the report form.
There are others that would be included where applicable.
Part D 2. of this chapter outlines what the contents of a
sketch plan should cover.

It is important to state the scale of the plan and to
use well known symbols which should be further explained
with a concise legend, preferably on the right hand side of
the page. Try to set the plan out so that the North points
to the top of the page.
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4a. Buildings and Plant: The location of the buildings would be
shown on the sketch plan, but in this section each building
should be briefly described, stating:

(i) The building materials.
W. 1, would mean wood and iron roof.

(ii) . The condition of the building, good, fair, poor.
(iii) The area, 1100 square feet.

(iv) The value of the building.

This is best set out in a tabular form:

House W. I G. 1100 sq.ft. $4400
Implement shed 1. F. 250sq.ft. $ 150

The plant should be listed in a similar tabulated form;
each of the main items of plant should be described stating
condition and value.

An overall comment on the general condition and
adequacy of the buildings and plant should be noted. If
the house is in poor order and a new one is required in
three or four years, this will mean that money must be
found either by raising a loan or saving it out of income.
If the buildings are poorly sited, either at an inconvenient
end of the farm or near a low lying part of the farm, both
affecting access and the easy working of the farm, this
should be stated.

A comment on the plant should indicate that there is
or there is not a sufficient range of plant available and
that it is in good working order.

5. Cover: (crops, pasture, undeveloped). It is best to discuss the
cover on a tabulated form and that the order outlined on
the form be followed describing firstly the crops, then the
pastures and then the undeveloped area.

Note the cover described should be the actual cover
at the date of inspection. For fallow land there should
be an indication what the ground is being prepared for.

Crops: State the condition, the strike, the presence
of weeds, pests and diseases, the necessity to
spray, and the probable yield of the crop.

Fallows: State the present condition, weeds, what crop
the ground is being prepared for, and the cultivation
that will be required before sowing or planting.



about the value of these assets but nevertheless that opinion
could be a good guide.

Determine what loans the farmer has, the amount
outstanding, who it has been borrowed from, the interest and
principal payments that have to be paid and when. Has he any
other debts outstanding with other firms or agencies? Has he
any cash in the bank or post office?

(ii) Income and expenses. The adviser may be required
to prepare a budget and so he must ask all the relevant questions
that are necessary to complete it. Last year's figures for all
the income and expenditure items are an excellent guide to help
drawing up a budget, and they can be analysed to obtain a
measure of the farmer's efficiency. The farmer may have
these assembled by his accountant in a convenient form. If
the last three years' figures are available they will give a good
guide to the financial productivity of the farm, for they will
average out the variation of the seasons and the variation of
prices that may have been experienced over the three year period.

Use the budget forms to check you have covered all the
items.

The farmer's living requirements would probably have
been discussed earlier. However, after drawing up a budget with
the farmer, it may be that the farmer may not be able to spend this
amount on his family living, so the adviser should discuss what
might be done in this respect.

(f) Alternative systems of farming:

The adviser might consider there could be other ways to
farm this property so they should be discussed with the farmer to
find out if he is interested or not. These alternatives might give
greater returns or possibly be an easier way for the farmer who may
be getting older.

Earlier the comment was made that a report should be
brief and to the point. The same could apply to the questions on
the management. If the farm is well run and all the enterprises,
stock, crops and pastures, are in good productive order, then it
is not necessary to ask about every aspect involved but just to discuss
enough to determine the main reasons why the farm is so well run.

5. Summarising the visit

The adviser should take a little time to collect his
thoughts and impressions about the farm unit. This is probably
best done down the road from the farm, where perhaps he could
look back over the farm.
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List the weeds, pests and diseases in order of their
seriousness. Highlighf the worst problems by describing
them first. Indicate the extent of the problem on the farm,
how it affects productivity and how it can be controlled.

10. Labour: (permanent, contract, casual, family).

Outline what the actual labour force is in line with the
kinds in the brackets. Comment on the sufficiency of labour
or the reasons for it being in excess of the normal require-
ments on a farm of this type. The owner may be old or in
poor health, hence the extra labour unit.

Labour is certainly the largest contributor to farm income.
Land and capital, the other factors connected with production,
would not be effective without the use of labour on farms.
Unlike factories where automation is reducing the amount of
labour involved with production, farm labour is needed to
tend to stock, to shift them from one paddock to another,
and also to establish crops, to weed them, to spray them,
to harvest them, and then to market them.

Subsistence farmers growing their own needs work

their farms by themselves and with their families. Emerging
commercial farmers growing more than their only family .
requirements, and marketing some of their products may need
some assgistance at certain times of the year to sow or attend
to their crops or stock and may get a neighbour in to help and
later go and help him on a reciprocal basis. One morning's
work for a morning on his farm.

As farms produce greater quantities of output and greater
range of products, the farmer requires more labour. It
may be the employment of permanent men year in and year out,
or casual labour on a daily basis from the local village to help
out at irregular times.

Contractors with their harvesting machines or tractors
or haybalers are specialists who may be called in to carry
out their special tasks, to harvest the rice crop with their
headers, to cultivate the ground with their tractors and
implements. All employed labour has to be paid wages and
in addition some of the permanent labour may have to be
housed, so it is important to use labour effectively, to use
just the right number of labour units and to schedule their
work carefully to comply with the objective of obtaining high
net returns.

What are some of the factors that influence the
labour requirements on farms?

{i) The kind of production is certainly the main factor.
Different standards have been produced in the developed
countries, indicating the number of labour units that
are required on seasonal dairy farms, on beef cattle

- farms, on pig farms, with the cereal crops, with rice



20

farming, with tobacco and with market vegetable

crops. The amount of cultivation, weeding, harvesting,
marketirig, affects these standards so the farm '
management adviser should establish his own

standards for his district.

(ii) Soils influence the amount of cultivation.
Weather will have a bearing on the growing season,
the time of planting and harvesting. There may be

a rush of work to get crops sown at the right time or
to harvest before adverse weather hits the farm.
Where growing seasons and climatic hazards are fairly
well defined, planting and harvesting at the right time
is most important and the farmer may critically rely
on sufficient labour for that vital week or two.
Alternatively he won't grow that risky crop and might
be prepared to forego the high income from it, for a
crop less labour demanding.

(iii) Farm layout and the layout and siting of the
farm buildings influence labour requirements. Where
access around the farm is affected by a large hill or a
stream through the farm, especially on a stock farm,
a lot of time is taken shifting stock. Tracks and

- bridges would relieve this problem. Races on the
dairy farm mean that only one gate has to be opened
and shut when shifting stock. The siting of buildings
in a central position on a farm where produce has to
be graded, packaged and stored, reduces travelling
time. Construction and layout of individual buildings
aids efficiency and time.

Time and motion studies to get the most out of
labour, where labour has been a limiting factor, have
quite significantly influenced the construction and
layout of buildings.

(iv) Machinery saves labour and can get the job
done in a short time. The amount of substitution
between labour and machinery is a matter of capital,
of returns and of costs. These factors have to be
analysed. The farmer has a lot of analysing to do
when considering whether or not to replace his labour
force with an automatic grader and packing machine
for the handling of his fruit crop. It is not such a
difficult job to work out the advantages and disadvant-.
ages between cultivating with a bullock team and a
tractor.

{v) The amount of work the owner does himself
influences the labour force he engages. If his age
and health is failing he has to work less and so he

has to consider whether or not he can afford to employ
a labour unit to replace his work load, or retire from
farming and lease his farm for a rental which will be
anffiriont favr hia livine recuirements.
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What factors affect the work output of labour?

(i) A reluctant worker is a poor worker. A farm
worker must be willing to work in the open and under
adverse climatic conditions at times.

(ii) He must be paid a wage comparable with other
jobs he may be able to work at. If he lives on the
farm he should have a comfortable home.

(iii) Work output for the individuals vary with their
age, their experience and their ability. Women
workers may not be able to handle heavy loads, but
could be faster harvesters than men.

How to improve labour situations.

(i) If labour is scarce then a more than comparable
wage may have to be paid. At that stage labour may
have to be substituted for machinery. However a good
wage is always an inducement to get good work out of

labour,
(ii) Labour should be allowed to contribute to
making some of the management decisions. This

gives labour a feeling of involvement in the organisation.-
Labour should be well organised, for example be told
what his work schedule is say for the week ahead.

This improves relations between the farmer and his

workers.

(iii) = Improving the workers' technical skills by
better education will increase their efficiency and
effectiveness.

Analysing labour requirements.

Labour schedules can be drawn up on a farm showing
the monthly pattern of labour supply and labour demand. Ona
farm with a complex range of products requiring a lot of labour,
either throughout the year or at peak periods, a labour schedule
is a must.

Depending on the intensity of labour, this schedule
could either be worked on a man-day basis, or on an hour basis.
On a large plantation a farmer knows what a labour unit is
capable of doing in a day and so the schedule would be worked
out on a man-day basis. On an intensive vegetable crop farm
the farmer knows how many rows can be hoed in an hour or
how many rows can be picked in an hour, or how many boxes
can be packed in an hour and so the schedule would be worked
out on an hour basis.

It might be necessary to standardise the work output
of women and youths to man equivalents, they might be .8 or
.9 of a man. :



Demand

The layout of a labour schedule can be like this.

Labour Demand & Supply (man hours)

Name of farmer

Jan .Feb Mar Apr May June July Aug Sep Oct Nov Dec Total

Egg plant
Rice

Okra
Cassava
Beans
Other veg.
Fruit trees

Stock

Total
Hours

Supply

Owner
Son

Wife &
family

Casual
Tractor

driver

Total '

‘Hours




Having drawn up the schedule the farmer then has to
balance the demand requirements with the supply of labour.
Adjustments may be made both ways. An excess of labour
may be put to more use by growing another crop if it fits in
with the overall farm programme. He may put off labour
and buy a tractor to balance the schedule. He may be prepared
to pay high overtime rates to get the labour to work longer hours
during the period where the demand exceeds the supply.

The schedule can be varied, the months across the top
could start with the month that starts the farmer's financial
year. The headings will vary with the kind of farm. The
totals for each item will indicate the actual demand associated
with the item. This could later be used to analyse the returns
from each item. These totals could also lead to suggestions
for better layout of the buildings and the farm after highlighting
what the work load is actually associated with on the farm.

11, Personal: (age, family, aims, ability).

As in many other sections the comments about the personal
factor of the farmer are rather subjective, but it is important to
assess the farmer's ability in line with his aims in farming.

First impressions may be misleading, so don't be too -
critical about a farmer who at the first meeting seems to have
a lot of failings. He may have been under some stress of health
or bad tempered on the day. Be cautious with any derogatory
remarks, give him the benefit of the doubt. Always try to find
out more about the farmer from others whose opinions are
respected. The bank manager, the manager of a local firm
with whom the farmer deals, are frequently called upon for
character references.

The farmer's age and his health give a guide to the amount
of physical work he can do. His family should be listed, the
number and ages of his sons or an indication of those members,
ages and sex, of his family who help on the farm or will be able
to work on the farm in the next year or two.

12, Pasture and crop, production and management:
(Crop yields, fertilisers, pasture maintenance and use by stock.)

The cover has been described as at the date of inspection in
Section 5; in this section the productivity of and the actual manage-
ment of the crops and pastures are discussed. It is essential to
keep to the main points but if there is not enough room on the form
then another page can be added to the report. )

Discuss each crop covering, area normally grown, production
and returns obtained, the basic husbandry requirements, sowing time,
fertilisers, pest and disease control, harvesting. With pastures
discuss the different classes of pastures found on the farm if
applicable, otherwise discuss the overall pasture management and
how it is utilised by the stock and how it is conserved as standing
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L't

feed or as hay or ensilage. Outline how the pastures are established,
fertilisers used, the growth pattern:throughout the year and the way it
is grazed by stock, the number of paddocks or size of paddocks fo

facilitate stock grazing.:

Comment on the eff1c1é ? f. Ehe management of the c'rops..,._-- :
and if not satisfactory indicate §6.and state that suggestions as.
to how to improve the management will be found in Section-15."
The same applies to pastures.

Stock production and management:
(butterfat, average cattle weights and pnces of cattle sold,
calving percentages, replacement policy, animal health).

A separate section for each type of production should be
compiled:

(i) Dairy production: Obtain the last three years' pounds
of butterfat or gallons of whole milk from the factory supplied.
Analyse the production per cow and per acre. List the
calving percentage, the number and prices obtained for
stock sold, the percentage of deaths. Outline the replace-
ment policy, the number of heifers brought in to the herd
each year, the numbers reared and/or the numbers
purchased as replacements., Briefly cover the management
of the herd, when the cows are calved, the system of
feeding, calf rearing, animal health problems - mastitis,

" metabolic disorders, and milking procedures.

(ii) Beef cattle production: The general policy of
management, buying in stock of a certain age and weight
and selling at a certain date, age and weight according

to feed supplies. Or stock are bred, reared and fattened
to certain weights. Cover the timing of these events plus
animal health.

(iii) Pig production: The general policy buying and
fattening or breeding and selling as stores or fats, The
number of litters per sow per year, the number of pigs
weaned per sow and the total number of pigs that sold, their
average weights and prices. The feeding management of the
pigs, analyse the amount of feed fed per 1lb of pig meat sold.
The times of farrowing and the general management of the
pigs through the year. The percentage of deaths. The life
of the sows and the boars. )

(iv). Sheep production: The replacement policy, buying
or breeding. The production of wool per class of sheep -
ewes, hoggets, rams, lambs, wethers. The lambing percent-
ages, death percentages. The general management of the
sheep through the year, lambing, weaning, selling, shearing,
dipping, drenching. Animal health would be covered at the
same time. Grazing management.

Comment on the efficiency of the stock management and
how the stock feed requirements are integrated with the supply
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of feed available from the pastures, crops, and conserved
feeds. Any suggestions that will be made should again be
referred to the fact that they will be covered in Section 15,

14. Financial:
The form indicates two aspects of the financial side of the

farm that should be covered.

(i) The Farm _Capita.l and Farm Debts

.(ii) The Farm Inco.me and Expenditure

(i) The Farm Capital should be the current market value

of the land, the buildings, the stock and the plant. The
valuation of the land and the buildings may be obtained
from the Government Department responsible for valuing
the land for either taxation or rating purposes. However
the valuation may not be up to date, it may have been made
three to four years earlier. A guide may be obtained from
sales of land in the locality. The adviser should be most
conscious of the total Farm Capital and the farmer's equity
in the property. The farmer's equity is the difference
between the Farm Capital and the Farm Debts. The

Farm Debts are the current amounts of money the farmer .
owes to the lenders or mortgagees and to the firms he buys
his farm requirements from, or the bank with whom he has
an overdraft.

(ii) The Farm Income and Expenditure should set out
either last year's or the current year's itemised list of
Income and Expenditure. These may be extracted out of
the Accounts if these have been prepared for taxation
purposes, Alternatively the farmer may have kept a
record of them himself. An analysis of the Income and
Expenditure will show the net income or surplus for the
year that can be obtained from off the farm. Measures of
efficiency can be also analysed to determine the return on
Farm Capital and other measures that enable the adviser
to decide the weaknesses and strengths of the farmer’s
management, and system of farming the property.

Refer to Chapter VIII for measures of efficiency that
can be determined. From the cash farm surplus the farmer's
living expenses have to be found, so a further breakdown is
required of the farm surplus to show living and schooling
expenses, taxes and mortgage principal payments when
applicable. .

Close attention should be given to this Financial section by
the adviser. The Farm Capital and Annual Farm Surpluses are a
most important function of sound farm planning. Any subsequent
replanning and development that the adviser may suggest, either -
out of income or by borrowing more money, will have to take account
of the Farm Capital to determine if there is sufficient security for
the loan, and the Farm Surplus to ensure there is money to meet
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the interest and principal payments of the new loan.

Suggestions for Improvement:

These suggestions should be numbered in order of

importance. However the adviser should group his suggestions
possibly in this manner:

(a)

(b)

(c)

Is the best use being made of this farm? Should other
crops be grown? Should the farm switch from beef
cattle to dairying? Gross Margin analysis could be

of value here. However, be conscious of the farmer's
wishes and ability to handle the alternative system.

The management of the farm: Suggestions to the farmer
how he can improve his levels of production. Introduction
of better crop or pasture species and legumes, use of
fertilisers, better stock management.

The financial side of the farm. Can he buy more
fertilisers if suggested? The adviser will have to
replan with the aid of a budget to see how much can be
spent each year on improvements. This might have to
be a development programme over a four or five year
period with supporting budgets., Alternatively the adviser
may assist the farmer with an application for a development
loan to carry out these suggestions.

The suggestions must be carefully drawn up, they must

 take account of the farmer's ability and his wishes. They

should cover the farm as a whole which includes the farmer,
the farm and the financial aspects.



CHAPTER 1III

FARM BUDGETING 1

PRINCIPLES AND SUPPORTING STATEMENTS

A, INTRODUCTION

Recall that a budget details income and expenditure that is
estimated to accrue if a particular farm management plan is put into
operation. The type of budget will vary depending on the type of plan
adopted. Thus current, development, and partial budgets have
already been mentioned.

Nevertheless all types of budgets are based on the same principles
and have common features. These are discussed here to avoid repetition
in future chapters when individual types of budgets are outlined in detail.-

Initially budgets are defined and reasons for budgeting are
outlined. Next the steps to follow in budgeting are listed. Then some
of the necessary supporting statements which have to be drawn up are
discussed. These include feed supply and demand and livestock
reconciliation.

B. GENERAL ASPECTS

The next step after having drawn up an inventory of the farm
resources in the on-farm report, is to plan a profitable organisation of
these resources. There are two aspects here. A written plan to
follow in managing the farm and a budget which lists the estimated
income and expenditure if the plan is carried out. For convenience
the two aspects are usually just referred to simply as a farm budget.

There are various general aspects associated with it that
will be discussed as follows:- i
1. What a budget is.
2. Why draw up a budget?
3. When to budget.
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1. What a budget is.

A farm budget consists of a written plan for the use of the
farm resources in an ensuing period together with an estimate of the
anticipated financial results., The farm programme is drawn up and
the estimated income and expenditure based on it can be determined.

Planning is part of the decision making process. All farmers
plan, some more than others. They should be encouraged to plan more.
Certainly more if the farm business is large and complex.

A budget can be detailed or general, it can be complete
covering the whole farm, or a Partial Budget, covering only sections
of the farm business.

Budgets are usually made for the next 12 month period coming
up. This budget is referred to as a Forecast Budget. During the :
period the budget is being carried out it is referred to as a Current Budget.
The period of 12 months is frequently associated with the financial period
of accounting for taxation purposes. It could be from 1lst January to
31st December. Often it is drawn up to fit in the farming year which
covers the cycle of events on the farm, from sowing to harvest, from

* buying in - fattening - to selling, or from calving through the milking
year to drying off as on a seasonal dairy farm. Thus the farming year
could be 1lst July to 30th June or 1st April to 31st March.

) When an extensive development plan is drawn up. it may be
necessary to budget each year of the proposed plan until completion.
This may be a 3 or a 5 year programme of Development Budgets.

2. Why draw up a budget?

Many successful practical farmers may not have a written
plan. This does not mean that they have no plan; on the contrary the
farmer may have an excellent plan despite the fact he has not written
down any part of it. To be successful he has probably accumulated
years of experience and has slowly introduced new practices that have
been proven by other farmers.

However, most successful farmers have a definite farm
plan and budget. Outlined are some of the reasons why.

(a) Budgeting assists in selecting enterprises or systems

of farming more wisely., Individual enterprises may be analysed -
to determine which is the more profitable of the competing enter-
_prises, for example egg plant returns are much higher than the
returns from Okra. On beef farms, buying in yearling steers

and selling fat 3-year old steers may be a more profitable system
of farming than running a herd of cows and fattening their
offspring.

The farmer may select complementary enterprises to obtain
greater utilisation of his farm resources. The pasture period of a



cropping rotation can be used by cattle for either milk or beef
production. Supplementary enterprises may be added to fully
utilise the resources especially those that occupy the labour
force during slack periods.

These individual enterprises or systems of farming must
be incorporated into an overall plan and the most sensible practice
is to work out alternative budgets.

(b) Budgets confirm that a farmer is soundly based to achieve
his objects in farming, which although they vary with the individuals,
are: ’

(i) to provide a living for himself and his family;

(ii) to maintain his assets and possibly improve them.

This means to make sure his soil is not depleted by over-
cropping, to control weeds, pests and diseases, to keep his stock
healthy and well grown, to maintain his stock numbers, and to
maintain his building and plant. (In the short run he may be able
to defer maintenance on his buildings when his income is down, and
then catch up on this deferred maintenance when his income improves.)

(iii) To pay his interest and principal charges on
the loans he has borrowed.

{c) Budgeting helps to plan more completely. For example
consider the amount of money to put aside for fertiliser., The
soil might have to be tested and research results of trials might
have to be found out about. Likewise with seeding rates, sprays
for weed, pest and disease control.

(d) Budget assists planning ahead. Assists with labour schedules
to determine the supply and demand patterns well ahead so that the
farmer can arrange with casual workers that he will be engaging
them around such and such a date.

Assists with spreading the risks. Hasty decisions can be
avoided by planning ahead and by committing this plan to a formal
written document. :

(e) - A written plan makes a good impression on other people.

It confirms that the farmer has worked out his programme, has
determined his financial outcome, and can indicate the outcome of
changes to his plan. Bank managers, lending institutions, and
firm managers, favour farmers who have written plans.

(f) Budgets thus help when wanting to borrow money. They show
the overdraft money needs for each month of the year when a
monthly cash flow budget is drawn up. The debt servicing ability
(ability to repay debt) of 2 farm plan can also be confirmed, so
ensuring the payment of the interest plus principal sums as they
fall due for payment.

(g) Budgets:;f.ar.-cé farmers to work out all the items of expenditure.
Often many of these are overlooked and forgotten about.



(h) A budget is a money saver. It ‘is much cheaper to make a
mistake on paper than in fact,

For farmers and farm advisers a budget is an excellent way
to learn how to plan and how to revise farm plans.

3. When to budget,

- Farm budgeting aids with the planning of future farming
programmes especially when comparing the existing plan which the farm
adviser is sure is not as sound as the alternative he is proposing. He
has a "hunch' that the alternative system is better and he proves it with
a budget. It is then up to the farmer to accept or reject it.

A budget is of special value to a farmer taking over a new
farm. It has often been said, "It takes a farmer five years to find his
feet on a new farm.'" This period can be reduced with a formal plan
to guide him.

When buying a new farm or adding additional land to an existing
farm, budgets aid to select the best farm in terms of the prices being
asked. It might be considered a huge task to budget each farm being
looked at, but a considerable outlay of capital is going to be involved
and a little more care and time taken in selecting the farm with the
best returns in relation to the capital involved, can be worthwhile.

When developing, budgets are a formal plan that greatly aid
with organising labour to fell bush, to plant pastures, to determine the
stock numbers that have to be bought in for the areas of pastures being
brought into production each year. To determine how much money has
to be borrowed each year to develop plus stock the land and for the
farmer to live on.

Before being able to budget, the farm adviser must have an
inventory of costs and prices of all the items that will be involved.
Guesses are not particularly convincing to a bank manager. Prudent
or conservative estimates of prices that products will realise are better
than being optimistic and expecting to receive high prices.

However, with all items of expenditure there is a présent cost
price. Depending on the future term of the budget, it might be prudent
to allow for a slight rise in these costs. A manual of costs and prices
for all farm products and farm requirements is an essential piece of
equipment that a farm adviser must have to enable him to budget soundly.



C. THE STEPS IN BUDGETING

. There are different methods in drawing up a budget. An
orderly approach should be adopted and the use of budget forms is
recommended. See Appendix II for Budget work sheets and Budget
summary.

1. An inventory of the farm capital and debts should be made.
This will indicate how much credit is available if the farmer needs to
borrow money.

2. The physical resources are planned. These are the cropping
and/or the livestock systems where the paddock by paddock, or crop by
crop, programmes are detailed and/or the livestock numbers and
production are worked out. Stock feeding requirements are integrated
with feed supply summaries to confirm that the farmer is able to carry
the stock and achieve the levels of production planned for.

3. The income and expenditure for the farm as a whole is
worked out item by item on budget work sheets and then brought together
as a budget summary.

It is usual to group the income and expenditure items
associated with the different enterprises: .

(a) Income items.

(i) The crops are listed togethér to show the total crop income.

(ii) The stock sales are listed in the various types and
classes of stock, the price per head stated and the total stock
income shown. Pig sales would be separate from cattle sales.
Beef cattle might be shown separate from dairy cattle sales.

(iii) Dairy produce sales would itemise the number of
cows milked, the expected production per cow in pounds of
butterfat or gallons of milk. The total production determined
and with the price per unit of production the total dairy produce
income shown. ) .

(iv) Other income might cover, sale of implements, reward
for work done with either labour or implements, and interest on
any investments.

(b) Expenditure items.

(i) Family living expenses. The farmer's month living
expenses will depend on the number of dependents requiring food,
clothing and extras. There will be school fees. Other expenses
may include insurance premiums on his life or on other members
of his family, donations to his church, and expenses he incurs
when he performs public duties for his local organisation.

(ii)  Stock purchases. List each class of stock that will
be purchased, the price per head that will be paid and the cartage
plus any charges levied by the firms or agencies buying them for



him. This will give a total charge per head landed on the farm.

(iii) Interest and principal. List those charges
associated with his capital. - The interest and principal charges
on his loans or bank overdraft.

(iv) Rent and rates. The rent charge on land. Rates
charged by local district authorities or Government.

(v) Labour. Wages paid to the permanent employees,
amounts paid the casual workers on either a per day or per hour
basis.” Any payments made for contract work, contract picking,
contract bush felling and clearing, contract planting.

(vi) Running expenses. (Or operating expenses.)
Cover a wide list of costs incurred with the running of the farm.

1. Animal health expenses would cover drenches, dipping,
vaccinations, veterinary charges. Breeding expenses, if
artificial breeding services are used, herd testing. Dairy
shed expenses. Animal feeding expenses on bought-in hay,
calf rearing meals, pig meals and other kinds of feedstuffs,

2. Cost of seeds and plants.
3. Fertilisers.
4. Weed, pest and disease control. Control sprays
or dusts.
-5, Bags and boxes etc., used in harvesting and packing.
6. Cartage of stock or produce to and from market.
7. Selling costs of stock and produce such as commissions

and market charges.
8. Fuel and oil for engines, tractors, trucks and cars.

9. Repairs. The expenses on repairing and maintaining
the farm house and buildings, the fences, the water supply, the
tracks, the tractors and the other items of plant.

(vii) Development expenditure on clearing bush, planting
new country, initial fertilisers. New buildings, new fences;
essentially any expenditure that is associated with new development
or capital expenditure.

(viii) Taxes. Taxation laws must be known so that the amount
of taxes can be worked out for the year. Income tax, capital gains :
tax, or whatever system of taxation is enforced. Some items of
expenditure may not be tax deductible, new buildings and new plant
for instance, but there will probably be a depreciation allowance
.that is tax deductible. Depreciation is not a cash expense, it is
an allowance for the wasting away of an asset but can be charged
as an expense for tax purposes.

(ix) Other. An item called ""Other' is usually included
to cover any expenses not conveniently listed elsewhere or which are
of a minor nature. It could for example include postage, electricity,
insurance, legal expenses.
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4. The Budget Summary is drawn up on one page with the income
in the right hand column and the expenditure in the left hand column.
This summarises the Cash Flow Statement for the year, when the
Total Cash Expenditure is deducted from the Total Cash Income to show
the Net Cash Income for the year. There may be a Cash Deficit that
may cause the farmer to replan his farm programme, or it may be only
short term while the benefits from development are building up and he
may get assistance from the bank to cover all the expenses budgeted for,
knowing that next year there will be a cash net income enabling him to
repay the bank. '

5. The Monthly Cash Flow Budget further divides the income and
expenditure items into months. It shows the months that receipts will
be received (for the income items) and the months that the accounts have
to be paid (for the expenditure items).

The totals of income and expenditure for each month will
indicate the cash on hand or the cash deficit that will have to be met,
This cash deficit is met out of cash reserves held in the bank account
or with the approval of the bank manager, by borrowing money on short
term in the form of an overdraft. Some firms may give credit on a short
term basis. The monthly cash budget will show the bank manager when
he can expect to have the overdraft reduced.

6. Revising Budgets. Budgeting is used by the farmer to plan
and carry out the most efficient use of his farm resources, land, labour
and capital. As the plan is drawn up a year ahead it is best to be
somewhat cautious in estimating income and to be somewhat generous
in estimating expenditure. However as the year progresses changes
may occur. Unexpected pests, or diseases, or weather, may reduce
expected returns. Alternatively high yields or high prices may be
obtained. These situations must be expected, the plan must be flexible
to allow for changes. When these changes occur, be they good or bad,
the budget should be revised. A good return may allow the farmer to
spend more on repairing his house, a reduction in his income may mean
he has to reduce his expenses somewhere. The budgets should be revised
aft-er the first six months and perhaps again atnine months. The
progressive farmer is constantly comparing his actual income and
expenditure with the budget estimates and is able to make changes quickly
and avoid any financial problems.
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D. FEED SUPPLY AND DEMAND

1. General

When a yearly budget is drawn up for a livestock farm - say
a dairy farm or a beef cattle farm, it is necessary to ensure that there
is enough pasture available at various times of the year to carry the
stock that the plan specifies. More precisely information is required on -

Supply of pasture.
Demand for pasture by livestock.

One possibility is to think in terms of annual dry matter
production. Thus, for example, it could be assumed that an acre of
Koronivia pasture supplies 7000 1b dry matter per year and a milking
cow requires the equivalent of say 10, 000 1bs of dry matter per lactation.
But such a system may not take account of feed value of different types
of pasture at different times of the year.

A preferred method would be to think in terms of feed units.
Thus it could be said that an acre supplies so many feed units at specified
times of the year and different types of stock require so many feed units
at particular times.

One type of feed unit commonly used is the STOCK UNIT (S. U.).
This classifies the pasture according to the number of stock it can '
support. (Research workers have analysed the pastures and carried out
the necessary calculations. They also know how much feed various classes
of stock require.)

For example it is known for Fiji that an acre of batiki will
provide enough summer feed to enable a 6-12 month beef steer to grow
at a satisfactory rate. But instead of talking about stock units in this
way livestock and pasture could be given a stock unit rating to make
calculations easier.

Thus it could be said that 1 acre of batiki provides 6 5. U,
over the summet and a 6-12 month beef steer requires 6 S. U, over the
summer. Feed supply is expressed in S, U, and feed demand is expressed
the same way. :

Because pastures grow at different rates over the year it is
sensible to divide the year into a number of periods to calculate supply
more accurately, Say 2 or 3 periods (winter and summer or winter,
spring and summer).

T 2. Feed supply and demand tables

Table 1 overleaf indicates feed supply figures for typical
Fiji pastures.



Table 1 : Feed Supply (S.U.) Fiji Pastures

Pasture Summer Winter
S.U. per acre S.U. per acre

Carpet grass 4.0 1.0

Batiki grass 6.0(9.0) - 1.5(3.0)

Para grass 6.5(9.5) 1.5(3.0)

Koronivia grass 6.0(9.0) 1.5(3.5)

In this example the year has been divided into two periods -

Summer (December - May)
Winter (June - November)

Thus it is assumed for example that Batiki has a S. U, value in the summer

of 6 but in the winter only 1.5, The figures in brackets represent values
for fertilised pasture.

In calculations it is sensible to allow for a carryover of feed
from summer to winter (with some loss in feeding value). A reasonable
assumption would be to say that 1 S, U, saved as standing feed in the late
summer provides 0.5 S, U. in the winter. ..

Table 2 includes examples of S. U, requirements for various
classes of stock for a six month period. More detailed tables are
available.

Table 2 : Stock Requirements S. U. Basis

1. Beef cattle

Breeding cow 900 1b with calf 6.58S.U,

‘ . without calf 5.0 8.U,
Bull 6.08S.0.
7-12 month steers 3.08.U.
13-18 month steers 4.58. 0,
19-24 month steers 6.08S.U,
ZSm'nths .and older . 6.58,U.

2. Dau'y cows (250 gals milk @ 4% test)
1st6 manths “after calving 6.58
2nd 6 months after calving = 5

The table indicates for example that a 19-24 month steer requires 6 s.u.
for maintenance and growth for a six month period. . If annual require-
ments were being estimated the figure would have to be multiplied by two.



3.7 A feed supply ‘;xnd demand example

In December afarmer buys a 180 acre beef cattle farm
consisting of . '
80 ac batiki
60 ac koronivia
20 ac fertiliser para grass
20 ac heavy bush

The stock on the farm consist of

22 13-18 month steers
33 19-24 month steers
37 25 months and older steers

He wishes to know whether he will have sufficient feed for the summer
and next winter. '

Feed supply Summer S. U, Winter S, U.
80 ac batiki 480 120
60 ac koronivia 360 90
20 ac fertilised para 190 60
20 ac heavy bush - -

Total 1030 S.U. 370 8. U,
Feed demand Summer S. U, Winter S. U,
22 13-18 mth steers 99
33 19-24 mth steers 198
37 25 mth and older steers 240.5

Total 537.5 S.U,

By winter these are six months older so he has

© 22 19-24 mth steers 132
70 25 mth and older steers 455
Total 587 S.U.

His summer feed demand is 537.5 S, U. but the supply 1030 S. U.
80 he has excess feed. However his requirements for winter are 587 5. U.
but the supply is only 370 S,U, So he is short of winter feed. If no feed
carryover is assumed he will have to sell some stock before winter. However
if 1 S, U, of summer carryover is worth .5 S, U. in the winter the position
changes., He has 1030 - 537.5 = 492.5 S, U. over from the summer.

This is worth 492.5 =+ 2 = 246.25 S, U. as winter feed. Add
actual growth of 370 S. U, so total winter feed available equals 616.25 S, U,
Requirements are only 587 S, U, so he has sufficient under the assumptions
made.
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LIVESTOCK RECONCILIATIONS

In constructing a budget for a twelve month period it is

necessary to isolate the total stock production for the year in

question.

1.

This is done in a stock reconciliation which sets out:

(i) The number of stock in the varying age groups
which are on the property at the beginning of the
financial year.

(ii) The number of stock bred or bought during
the year.

(1ii) An estimate of the deaths likely during the year.
{(iv) An estimate of the numbers of stock likely to

be killed for home consumption by the farmer and

his employees, during the year.

(v) The number of stock sold during the year.

(vi) The number of stock transferred from one

class to the next class during the year. Thus a

one year heifer becomes a two year heifer and

the next year becomes a milking cow.

What is a Stock reconciliation like?

Before outlining the uses that farm advisers make of stock

reconciliations, examples of a dairy and a beef fattening farm
reconciliations will be drawn up. The top line headings will apply
to all stock reconciliations but the classes of animals listed down
the side will naturally vary with the kinds of animals found on the
individual farms. It is usual to start with the young stock at the
top of the list and progress down with the increasing age classes.



Example 1:

Stock reconciliation for a dairy herd.
80 cows and replacements,

The herd comprises
the effective milkers numbering

74 cows.

o.on { No. Natural Trans] Est, on
Class jhand |bought| increases| Sales {Deaths|Killers| within hand

.7.72 herd | 30.6.73
Heifer | - | _ e U C2: T W R R U R RN -
Calves 14 2 20
Bull | - - 36
Calves 35 1 r
Yring 20 - 20

...... ikt SECEEEEEET SESEREY TESSTE EERTEE EEPETES EESPEEEE
Heifers 2 2 - 16 20
Milking .

Cows .80 __]_ RN R 1 -é-----i ------ e [N PO S
& Hfrs. 13 3 - - 80
Bulls 2 - -

- - - - 2
Totals (102 + - +108 ={ 64 +f 8 + 4+ 36 +102
Summar}; lo? Sales: 49 Bobby Calves
2 2 year old in -calf heifers
13 Cull cows
64
Example 2: Stock reconciliation for a beef cattle fattening farm. The

farmer buys in l-year steers, fattens them and sells most

of them as 3-year steers,

In this example the stock numbers

are not static as they were in Example 1, and the cattle
numbers on hand at the end of the year are higher than at
the start of the year.

No. on | No. Natural Trans.| Est. on
Class hand |bought | increases| Sales|DeathsjKillers| within| hand
1.7.72 ‘herd 30.6.73 .
R R 38 .. IS SRS AR I SR
l-yr steens’ 1 29 38
-2 .29 e
2yr steers' 22 29
S 2 T F RO SN ISP UNENIIOS USRS MNP ST
3yr steer 25 1 2 22
' 2
g R e s R et Hie ety EE bbby Rl Cte s
4yr steers| - 2
Totals 80 38 53 25 2 - 53 91

171

171



2. What use can be made of a stock reconciliation?

From the examples given several uses can be 6btained.
Other uses could be incorporated into the reconciliations and these
will be outlined.

(a) The movement of each class of stock from the beginning
of the year to the end can be traced.

The transfers out of that class drop down to the next age
group. Each line is a reconciliation of its own.

(b) The number of replacements that can be introduced into

the milking herd can be confirmed. If the milking herd is to

be increased in another two years, as a result of land development,
will there be enough heifers, or will the farmer have to buy them in?
Thus forward planning can be undertaken'and the heifers purchased
at the right time.

{c) A balanced age composition of the milking herd can be ensured.
Two and three year heifers produce less butterfat than mature cows
and later in the age groups when cows are over eight years old then
production starts to drop off. Thus it is necessary to have a
balanced herd of young and older stock. ’

(d) If an even number of stock are to be bought and sold each
year and so avoid fluctuations of income, the reconciliation assists
in these decisions.

(e) Feed supply calculations and stock reconciliations taken together
will confirm that there will or will not be sufficient feed for the stock
that will be on hand the next year. Both these calculations should be
closely correlated especially when drawing up development programmes.

(f) From bought and sold columns it is possible to estimate the
cash income from the stock for the year. These figures will
confirm whether or not the farmer can afford to hold on to his
stock to increase numbers for the next year; he might be short
of cash income by doing this.

(g) A valuation of the stock at the beginning and the end of the year
can be compiled.

(h) A calculation of the number of stock units can be determined
at the beginning and end of the year, to assist in feed supply and
demand calculations. i

Stock reconciliations are a most important calculation that a
farm management adviser must prepare as part of drawing up a budget.



CHAPTER 1V

FARM BUDGETING II

THE CURRENT BUDGET

A, INTRODUCTION

The previous chapter discussed principles of budgeting and set
out some of the usual budget supporting statements.

This chapter is concerned with a specific example of a particular
type of budget, namely the current budget. The purpose of the current
budget is to estimate the farm financial situation if the farm programme
continues as before. First the budget circumstances are outlined and
the budget is then drawn up. A monthly cash flow statement is also
drawn up to check whether the production plan is financially feasible.
Finally comments are made on aspects of management which the budget
reveals.

B, A CURRENT BUDGET PROBLEM

Mr A, B. Dabaku has a 19.4 acre leasehold farm devoted to
vegetables and tree crops. He is 53 and has 5 sons aged 3 to 15. He
wishes to provide for their education and his old age. Hence he considers
he should attempt to increase farm income and consuits his farm adviser.
The first steps are to draw up an on-farm report which will indicate what
farm resources are available and a current budget for the next year to
indicate the likely financial position. With this information available
Mr Dabaku and his adviser can draw up a long term plan for farm
improvement. So the current budget is a necessary preliminary
financial stocktaking just as the on-farm report is the physical stocktaking.



C. DRAWING UP THE CURRENT BUDGET

aa

As indicated in Chapter II the farm will have been inspected

and the on-farm report filled in. The steps actually involved in budgeting

have been set out in Chapter III and will have been followed.

The result will be a completed set of budget work sheets, a
completed budget summary form, and a monthly cash flow statement.

These follow below as Tables 3, 4 and 5.

The present land use pattern is as follows.

Family labour is sufficient for most purposes except for harvesting

10 ac coconuts
3 ac bananas
2 ac cocoa

.5 ac eggplant

.5 ac chilli

3 ac

__.4 ac house etc.
19.4 ac

waste (swamp

vegetables when some casual labour is employed.

Mr Dabaku has a loan of $600.

Interest is paid annually on lst January.

Table 3 : Budget Work Sheets

He is paying back at the rate
of $100 per year ($50 1st January, $50 1st July) plus interest at 8%.

INCOME
22. Crops
Type Acre Yield Price Total
Coconuts 10 86 nuts/tree 50 cents/dog $450
Bananas 3 P00 cases/ac. $1.50 $900
Cocoa 2 30 pods/tree 1 cent $240
Egg plant .5 8 tons/ac. ég ‘21 Ezz:: $225
Chilli .5 1200 1b/ac. 12 cents/1b| $144

Total

$195¢




Iib]: 3 (;Qnt'd)

23.

24.

10.

Nil,

Nil.

EXPENDITURE

Family Living

School fees
Other

Total

Stock Puri¢hases
Nil. |

Interest & Principal

$600 @ 8%
Repays

Rent & Rates

Leasehol

Labour

Personal/month 33 x12 $396
$ 88
$484

Loan at 1st Jan.
$100 principal
$ 48 interest
d and annual rental $10
No.‘.N.i.1 ..... at o eieanne

6. Permnent
7. Casual
8. Contract
Animal Health
Nil.

Seeds, Plants

Nil.

No....4..... days...2%.... at ..$8L.20 per day

(for vegetable harvest and
banana packing)

$484

$148

per month

$115



Table 3 (cont'd)

11, Fertiliser

Crop Acres Type cwt/acre Total Cost Total Cost
Coconuts 10 NPK 3 40 $3.50 105
Bananas 3 NPK 6(2x3) 18 $3.50 63
Cocoa 2 NPK 4 8 $3.50 28
Egg plant .5 N 4 2 $3.60 7
Chilli - .5 N 3 1.5  $3.60 6

$209

12, Weed & Pest control

Banana leaf diseases (spray) $20

DDT $1.40

Vegetables DDT Malathion $4.50 $ 26
13. Bags etc.

Bags Bananas 600 cases @ 40 cents $240 $240

Boxes

Baskets ’

Other

14, - Cartage

QOutward
Coconuts (5cents/doz) $45
Bananas (10cents/case) $60

Vegetables $22
(Cocoa picked up by Department of Agriculture). $127
15, Selling Costs '
Stall rent .
Agent's fees $184
16. Fuel & Oil
Nil.
17. Repairs
Plant Knapsack spray $12 $12
Tool handles etc. $5 $ 5
Fences....%....... cwt. wire 2£.6.25 $25
posts ....at......
Buildings Shed $20) new timber $20
House $40) & iron $40

$102
18. Tax Nil.

19. Other
Insurance $ 4



Table 4 : Yearly Budget Summary for Mr Dabaku

Expenditure

W ~ o0 ! W N -

10.
11.
12.
13.
14.
15.

16. -

17.

18.
19.
20.
21.
27.
28.

29.

30.

3.
32,

Family living 484
Stock purchases -
Interest & Principal 148
‘Rent & Rates 10
Labour

Permanent

Casual 115

Contract

Animal health & feeding

Seeds, plants etc.

Fertiliser 209
‘Weed & pest control 26
Bags etc. 240
Cartage . 127
Selling costs 184
Fuel & oil
“Repa.irs

Plant, fences, buildings 102
Tax
Other 4

Total cash expenditure

Net Cash income last year 385

Capital position (at beginning of year)

Land & buildings 4450
Stock & plant 184
Cash at bank’ 215
Total 4849
Net capital worth 4249

Net capital worth last year °

Efficiency factors

Yields per acre, livestock production

Cash income per acre

1649
Net Cash income (26-20) _ 310

310 —

Income

22, Crops

R

24. Dairy produce
Butterfat
Milk

26, Total Cash income _ $1959

Loan account
Other debts(o/draft) 600
4122
E o

Below average.

19.4 = $16.



Table 5 : Monthly Cash Flow Budget

1972

Jany., Feby. Mar. April May June July Aug. Sept. Oct. Nov. Dec. Tc;t:;lfor

INCOME

' Coconuts 22 23 36 54 54 54 36 36 45 45 23 22 450

Bananas 80 100 90 95 105 80 100 110 70 70 900

Cocoa . 24 26 24 22 24 24 25 23 22 26 240

Eggplant : 40 40 50 53. 42 225

Chilli 31 27 28 29 29 144
Total Income 22 23 140 180 168 171 165 211 237 256 197 189 1959
EXPENDITURE
Family living 33 ‘33+30 33 33 33430 33 33 33428 33 33 33 33 484
Int. & Principal 50+48 50 ' 148
Rent & Rates 10 10
Casual 10 5 20 21 19 25 15 115
Fertiliser 55 44 30 30 30 20 209
Weed & Best 3 6 2 12 3 26
Bags etc. 5 15 30 30 25 35 32 30 28 10 240
Cartage 2 12 14 11 9 19 17 17 14 12 127
Selling Costs 15 13 12 20 19 20 25 18 22 20 184

cont'd



Table 5 (cont'd)

1972

Jany. Feby. Mar. April May  June . July Aug. Sept. Oct. Nov. Dec Total for

_year

EXPENDITURE
(cont'd)

Repairs - plant,

42 8 12 ’ 102
fences, bldgs. 40 '

Other 4 4

Total

A 135 63 98 79 119 201 197 205 173 147 142 90 1649
Expenditure .

Monthly

-113 -40 +42 +101 449 -30 -32 46 +64 4109 +55 499
Balance + or -

Cumulative

Balance

{starting bal. 1oz 62 104
$215)

205 254 224 192 198 262 371 426 525

a¥

Note: Must include ALL sources of cash income and expenditure.
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D. COMMENTS ON BUDGET

The budget indicates that a cash surplus of $310 can be expected.
This (together with any money that can be borrowed) is the sum available
for further farm development.

The major income earner is bananas followed by coconuts.
Vegetables do not contribute much to gross income.

Main iter_ns of expenditure (apart from family living expenses)
are cases for bananas, fertiliser, agents' fees for se€lling produce and
overdraft repayment.

The monthly cash flow position is relatively satisfactory.

Cash income does not start to build up until March but he has
a cash balance at the bank at 1st January of $215 so his excess expenditure
over income is covered.

The budget also provides an indication of where improvements to
management might be made. Yields do not appear to be good. The
reasons for this should be investigated. It could be fertiliser (although
this appears about right) or disease control. He doesn't appear to spend
enough on sprays, insecticides and so on.

His selling expenses are high. Perhaps he should investigate
the possibility of an export quota on bananas as the export price is higher.
Also does he need as many cases for the local market? He might be able
to get second hand ones cheap.



CHAPTER V

FARM BUDGETING II1

THE DEVELOPMENT BUDGET

A, INTRODUCTION

The previous chapter dealt with the relatively simple current
budget situation. It was assumed that farm organisation and management
would continue in the ensuing year along the same lines as in previous
years. :

This chapter examines a much more complex planning problem -
the drawing up of a 5-year development plan plus the annual budgets and
" other supporting data. :

Initially the chapter outlines the general objectives of farm
development. Then, necessary conditions for success in development
are discussed. These are, a willing and able farmer backed by adequate
finance. Next the steps in development planning are detailed. Finally
some points are made about the benefits obtained from development.

B. WHAT IS FARM DEVELOPMENT ALL ABOUT?

Farm development aims at obtaining the potential levels of
production that are possible to achieve on any specified block of farm land.-
This may be achieved in two main ways. Firstly by bringing into production
new areas of land out of bush, or swamp, or reclaiming tidal mud flats.
Secondly by increasing the output of land already farmed by more fertilisers,
renewal of pastures, introduction of legumes, fences, drainage and labour.

Development programmes vary in scale from the clearing or
draining of small areas of land on the farm where the costs involved do not
greatly affect the normal farm programme, to the large scale development
of virgin country which may later be subdivided into economic farms and
sold to new farmers. The large scale schemes are usually undertaken by
Government instigated Agricultural Development schemes with either their
own money or by borrowing it from the World Bank or through the F.A.O,

One of the first requirements when planning development is to
inspect thoroughly the area and draw up an inventory of the resources and
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to determine the factors that are restricting production. These may be
the introduction of a legume, or drainage, or renewal of pastures. It
Mmay even be the farmer's own lack of ability and effort.

The limiting factors have to be overcome, but the planner must
know what the potential of the land is and the technical methods of reaching
this goal and the time that will be taken. He must be able to recognise
the soundness of the scheme in terms of costs and what returns will be
coming in during the period of development and the ultimate returns when
the land is in full production. The planner must identify the productivity
of the soils, he must work out the areas that can be cultivated, the areas
and density of the different kinds of bush, for they all affect the programme.

A thorough examination of the property is a fundamental start
to any farm development programme.

C. NECESSARY CONDITIONS FOR FARM DEVELOPMENT

There are two essential factors that must be established before
proceeding with any farm development programme. They are:- !

1. The ability of the farmer and his willingness to develop.
2. The availability of finance over the period of development.

1. The farmer.

The management of a farm development scheme is generally
carried out by the farmer so the programme drawn up must take into
congideration the farmer's ability and skill to organise and implement
the scheme. He has to accept that there may be an added work load
and management burden resulting from the higher carrymg capacity or
productivity of the farm.

He has to be motivated to accept all this. The degree of moti-
vation will be influenced by his ability, his age, his family, if he has sons
coming along he may well be motivated to develop his farm. He must
also be prepared to accept an increased level of indebtedness if money
is to be borrowed.

2. The finance.

Development requires money to purchase materials and to pay
for the labour carrying out the scheme. ' The amount of money that is
available determines the rate at which development is able to proceed.

An application may have to be made to borrow this money and it is
essential to make sure that enough money is available as most development
plans extend over a period of years. The programme would plan for a
certain amount .of loan money to be available each year depending on the
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income that is being generated by the increased crops or stock numbers.
. The interest and principal payments are often deferred in the

early years of development, but if the lenders do not agree to this then
the programme must be carefully planned to pay these amounts.

D. THE BASIC PLAN OF DEVELOPMENT

A basic plan is the key to the whole programme when development
is extended over a period of years. It must be carefully drawn up and it
could take up to a week of office time to complete.

A great deal of success with any scheme depends upon the
selection of the correct methods to be used in the development of the land.
In some instances the correct methods are well established, in others
little may be known and the work may be based on field plot trials or
trials that have been conducted at research stations. Whatever the
situation the developer must select the best methods and graft them into

.a plan based on an accurately recorded thorough inspection, and careful
survey of the financial situation. '

When the plan is ready to be drawn up on paper it is best set
out as follows: ‘

1. A series of sketch plans.

2. The paddock programme.

3. The summaries of available stock feed.

4. The stock reconciliation schedules.

5. The preparation of the annual budgets for the period.

The development programme that is considered here is for a

200 acre hill country beef cattle farm owned by Mr C. D. Kumar. A
5 year programme is outlined.

1. The sketch plans

The series of sketches for each year of the development can.
show a pictorial record of the scheme. The areas to be cleared and
planted, the fence lines, the tracks, the water supply and the buildings,
can be shown on a new map for every year. It is desirable to use
different colours so that new development planned for that year is a
different colour from the work already done. The sketch plans are used
to determine the areas of paddocks and the lengths of fence lines. The
layout of the paddocks can be planned on the sketch plan to help with the
ease of running the farm with right shaped paddocks, access tracks and
races, and the correct siting of farm buildings. ’



Two examples of sketch plans are on page 53, and page 54,
where they are associated with the section on the paddock programme.
They illustrate the sketch of the initial inspection and the sketch plan
of the fifth year of the development scheme.

2. The paddock programme.

The areas that are developed each year affect the stock numbers
that are to be carried out, and in turn affect the budgets that are to be
drawn up, so that the whole plan is integrated together. There may be a
certain amount of trial and error in drawing up the plan for a start. The
programme may run out of money if too big an area is developed initially.
Alternatively with a small area broken in at the start there may be unused
borrowed monies still available at the end - not that this should cause great
concern for borrowed money has to be repaid; however the plan could
have gone ahead a little faster at the beginning. A balanced development
programme is the aim of all developers. A little conservatism is
desirable to retrieve any mistakes or mishaps that might occur during the
actual development, and this will allow the developer to call on some
reserves of finance or feed or stock numbers still in hand in the programme.

The whole programme should be revised and brought up to date
at the end of each year. A well drawn up initial programme can greatly
help with these revisions. The predictions of prices and the carrying out
of plans may appear to be somewhat uncertain when planning into the future,
80 it is advisable to draw up development programmes in multiples of
either 3 or 5 years.

The paddock programme should start with a brief report on the
method of development, clearing by tractor, or hand felling and clearing,
the cultivation methods and sowing or planting, the fertilisers to be used,
the fencing, and the stock grazing methods.

The paddock summary chart is drawn up in close reference to
the sketch plans. The progressive condition of the cover is indicated by
G. for good, F. for fair, and P. for poor. An example of the paddock
summary chart follows. '

) The programme of development is to improve the established
pastures first by topdressing them and by stocking them fairly hard to
graze out the weeds. The swamp area is easily drained and as the soil
is rich para grass can be planted in 1972. A one wire fence will
subdivide the area from the rest of the paddock and access can be gained
from paddock la.

The reverted bush area will be felled, cleared and fenced,
then planted with Koronivia grass. The dense bush will be developed
near the end of the period. Large numbers of stock will be available
by 1975/76 to control any regrowth.

The fences are planned to give access along the low ridge
running into the property, a race is not necessary but paddocks 2c and 5
will enable the farmer to get access to several adjoining paddocks.



Farm Development Scheme on the Property of Mr C.D. Kumar

Paddock Programme (ex sketch plans)

Pdk.no. Area 1971/72 1972/73 - 1973/74 1974/75 1975/76
la 50 Batiki (F) 10 Batiki (G) 20 Batiki (G) -20 Batiki (G) -20 Batiki (G)
b 15 Batiki (G) 15 Batiki (G) 15 Batiki (G) 15 Batiki (G)
c 15 Batiki (G) 15 Batiki (G) 15 Batiki (G) 15 Batiki (G)
2a 50 Reverted bush 6 swamp Para. 6 Para. 6 Para 6 Para
10 cleared 10 new Koro 10 Koro (G) 10 Koro (Q)
b 18 reverted bush 18 cleared 18 new Koro 18 1-yr Koro (QG)
c 16 cleared 16 new Koro 16 Koro 16 Koro (G)
3a 2‘0 Koronivia (F) 10 Koro (G) 10 Koro (QG) 10 Koro (Q) 10 Koro (Q)
b 10 Koro (G) 10 Koro (Q) 10 Koro (Q) 10 Koro (Q)
4. 80 Bish 80 Bush 15 cleared 15 new Koro 25 1-yr Koro
5. 65 bush 20 cleared bush 20 new Koro
6. 15 cleared bush 15 new Koro
7. 30 bush 15 cleared bush
8. 15 dense bush
200 ac. 200 ac. 200 ac. 200 ac. 200 ac.

e
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Water is available from both streams but paddocks 1b, 1c and 2¢c will

not have access to either stream. This fact should not restrict stock
Mmanagement and production in this climate. In paddock 6 there is a
steep bank down to the river flat, a track may have to be cut down this
bank to improve access to water. The cattle yards are not conveniently
sited. When greater numbers of stock are carried and when more money
is available they should be resited.

Note that priorities have been established. Firstly the best
country has been improved early in the programme and there is little
cost involved to achieve an increase in production. Secondly, the
reverted bush country is developed before the more costly dense bush.
Fencing and increased stock numbers are carried out together to control
and improve the pastures. One notable omission at this stage is that no
legumes have been introduced. A trial plot should be established in the
first year to find out the most suitable variety. A legume will supply
nitrogen for the grasses and be valuable protein feed for the cattle.
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Farm Development Scheme on the property of Mr C. D. Kumar,

Sketch plan of farm at date of initial inspection.
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Farm Development Scheme on the property of Mr C,. D, Kumar

N Sketch plan of farm for year 1975/76
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3. The summaries of available stock feed.

At the bottom of the paddock programme schedule a summary of
the feed position over the two periods of the year is drawn up. These
are for the periods when the feed supply and stock demand have to be
balanced by buying or selling stock or buying feed or carrying feed into
the next period. They are usually the summer and the winter periods.
The feed supply and the stock carried are converted to a Stock Unit basis.
The method of calculating feed supply and demand schedules is covered in
Chapter IIL:

4. The stock reconciliation schedules.

Associated with the feed summaries are the stock reconciliations,
as the two schedules are dependent on each other. The stock reconciliations
will trace the movements of stock from one year to the next, number of
stock bought and sold and the numbers on hand at the beginning and end
of each year.

In the schedules of Feed Supply and Stock Reconciliation are
outlined the following Stock Unit (S, U.) standards used:

Feed Supply Summer Winter Stock - 8.U.
Koronivia new and Fair 3 1 1-13 yr steer 4.5
Koronivia Good 6 1.5 11-2 yr steer 6
Batiki new and Fair 3 1 2 - 3 yr steer 6.5
Batiki  Good 6 1.5
Paragrass Good 7 2.5
Grazing off cleared bush 2 .5
Carried over feed worth 50% For a 6 month period.




Class of Feed

Koronivia G
Koronivia F
Batiki G
Batiki F
Paragrass
Reverted bush
Cleared bush

Bush
Totals

Carried over
Feed

Balance feed
available

Farm Development Scheme on the Property of Mr C.D. Kumar

Feed Supply Schedule

e 1971-72 1972-73 1973-74 _.1974-75 1975-76
Summer| Winter| Summey Winter| Summer| Winter] Surnmer| Winter| Summers} Winter
Ac. SU| Ac SU| Ac. SUl Ac. SUl Ac. SU| Ac. SU Ac. S Ac, SU Ac, SUl Ac. ST
_ 20120 20] 30} 20| 120f 20 30| 46 | 264 46] 69| 79 | 474| 79] 119
20| 60 | 20] 20 | 26| 78| 26{ 26{ 33| 99| 33| 33] 35 |105| 35 35

50300 50| 75§ 50| 300{ 50] 75| 50 | 300] 50 .75 50 |300| 50 75
50 |150 50 50
61 42 6] 15} 6 42] 6| 15] 6 42| 6] 15| 6 | 42 61 15
50 100 50} 25} 28| 56 28| 14
16| 32 16 8] 33 66] 33| 17} 35 70| 351 18} 15 30| 15 8
80 80 80 65 65 30 30 15 15
200 B10 200} 95 200 [550 [200 j142 200 | 606 {200 J163 {200 } 775 {200 }210 200 |951 J200 ')252
-120 |. ‘60 250 +125 . -220 +110 -270 +135 -400 H20C
190 155 300 67 386 283 505 345 551 452

',



1l -yr steers
2 -yr steers
3-yr steers

4-yr steers

Total

Total S, U,

Stock Rt'ecor-lciliation Schedule

1972-73 .1973-74 1974-75

End Begin Buy Sell Dths End Begin Buy Sell Dths End Begin Buy Sell Dths End
32 32 25 1 25 25 35 1 35 35 42 1 42
12 13 13 1 }31 31 1 |24 .4 .1 | 34
8, 11 11 11 12 12 12. 30 30 30 23
33 . 56 56 68 68 89 89 99

S\unni’efr"v" « . Winter Summer Winter Summer Winter Bummer Winter

182 " 156 295 270 376 286 496 354

To fit in wi,ththe feed supply, the 1-yr steers will be bought in
afterthe winter,  and most of the 3-yr steers will be sold before the winter.

~ne
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5. The preparation of the annual budgets for the period.

The budgets are preparéd in the same way as outlined in
earlier chapters. The budget form is divided to cover separately the
normal expenditure involved in the already developed country and the
development expenses. The normal expenditure is worked out first and
then the amount of money available for development can be determined.
It could be the difference between the income and the normal expenditure
if no loan monies were available for development. However in most
plans loan money is available and the budgets would show the amount that
is required each year. i

Budgeting is largely mechanical and can be adjusted annually
or at any time when changes occur to the prices or when the programme
is affected by unpredicted climatic events.

The limits that might be imposed on the amount of loan money
that is available may be a restraining factcr on the rate of development,
but once development has started it is important to follow up, to look
after the work that has been done, to fertilise adequately the pastures
and to graze them properly with the right kind and the right number of
stock.

An example of the format of the development budget is shown
on the following page.
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Farm Development Scheme on the Property of Mr C.D. Kumar

Income

Crops
Cattle sales @ $80
Other outside work

Total Cash Income

Expenditure

Family living
Stock purchases
Principal repay-
ment (no int. )
Other
Normal wages
Animal expenses
Animal feeds
Crop expenses
Normal fertilisers
Weed, pest, disease
control
Fuel & oil
Repairs

Total normal Expenses

Development expenses

Stock purchases

@ $20
Clearing @ $10/ac.
Planting @ $15/ac.
Fertilisers
Fencing

Total development
Expenses

Taxes
Total Expenditure
Cash Gain or Deficit

Loan Balance Outstanding

Development Budget

1971/72

150
640
150

940

420

10

25

460

(32) 640

140
60

740

1200
- 260
260

1972/73
150
(11) 880
930
420
10
10
140
580
(25)500
(26) 260
(32) 480
15
1255
1835
- 905
1165

1973/74
150
(12) 960
1110
420
10
10
155
595
(35)700
(33)330
(33)495
55
1580
2178
-1065
2230
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E. THE BENEFITS OBTAINED FROM DEVELOPMENT

The results of any farm programme should be considered in
relation to the objectives of the farmer. It is his land, he is taking the
risks with the borrowing of money, he has to organise the process of
development, and he will be continuing to farm after the development.

The benefits obtained, in relation to the objectives of a
progressive farmer, are threefold.

1. That a higher net income will be obtained when the
development has been completed and the farming programme
consolidated, than what was being obtained before development.

A further budget, say 2 years after development based on a stable
stock situation, and not including any further expenditure on
development, would show the improved position the farmer would
be in.

2. By improving the productivity of his land with development

he should, after deducting his debts from his increased assets,

have a more valuable land, more valuable improvements and a
greater asset in stock, have a much higher equity or selling-up
value than before. Some farmers use this equity to borrow .
more money for the purpose of buying more land. This may help
the farmer to get his sons on to the land, which often is a further
objective of a progressive farmer.

3. The objective of satisfaction at having a highly productive
farm, well laid out and easier to manage than before. To have

a farm that will enable him to employ a man or one of his own sons
and so share the duties and have time off to enjoy other things in
life that he could not afford either the money, or the time, to do
before.

In conclusion it must be appreciated by now that development
programmes are complex affairs, that test thoroughly the skill of the
farmer and the farm adviser. They are likely to involve all the
principles and practices of management associated with the many aspects
of the individual farm. By careful planning of development programmes
mistakes are kept to 2 minimum and success is achieved.
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CHAPTER VI

FARM BUDGETING IV

THE PARTIAL BUDGET

A. INTRODUCTION

The previous chapter looked at planning for the farm as a whole
the question of overall farm development. Sometimes the problems
faced by the farmer are not as fundamental and wide ranging as this.
Maybe he only wants to investigate a small change in organisation or
management. If this is the case partial budgeting could be appropriate.

) This chapter defines what a partial budget is and works through
some examples. Also, shortcomings of partial budgets are listed. The
partial budget is not a substitute for the current budget. It merely
investigates some particular aspect of planning and conclusions may in
fact be incorporated in the current budget.

B. WHAT IS A PARTIAL BUDGET?

A farmer draws up a programme for his whole farm; he
chooses the best combination of crops and livestock policy that he considers
will give him a high net income. This enables him to compile a complete
budget. If he wishes to.compare other combinations of crops and other
livestock policies he would compile alternative budgets and compare the
results on a whole farm basis.

Partial budgeting is used to estimate the outcome or returns
for small parts of the farm business. The farm as a whole is not budgeted;
it is only the particular alternatives under investigation. Thus the farm
. adviser or farmer is concerned with looking at extra or additional income
or expenditure or savings to be made under the proposals. Another use
of partial budgets is that they save a great deal of time by helping to decide
which system of management or which crops should be grown, when
compiling a complete farm budget. ( Rather than do a whole lot of complete
budgets for each alternative.)

A partial budget could be used to decide whether a farmer should
run sows and breed his own pigs for fattening or should he buy in weaners
and fatten them. Should he run his own bulls or should he use artificial



insemination - this can be costed out, as a bull could make way for
another milking cow or a part of a milking cow. Should the farmer
replace his bullocks with a tractor of should he engage a contractor
to do his cultivation? Should the harvesting of the rice be done by
hand with his own labour or should he get a contractor with a combine
header to harvest it?

It is of course possible to compare all these alternatives
with complete budgeting but this could become very time consuming.
An indication of the relative advantages can be obtained with partial
budgeting and then the best alternative be incorporated into the whole
farm plan and complete budget.

C. EXAMPLES OF PARTIAL BUDGETS

A few examples of partial budgets will be drawn up to act as
guide lines for the many other comparisons that can be made.

In drawing up a partial budget it is essential that the alternatives
are budgeted for the same farm under the same circumstances. Assume
returns from okra are being compared with the returns from egg plant.
Okra yields 2500 lbs on this farm. Egg plant isn't usually grown on
this farm but would yield 9500 1bs (not 12, 000 1bs which might be

obtained under very good management on another farm which is more
fertile).

The examples will be concerned with:
1. An alternative livestock system.
2. Alternative cropping systems and practices.
3. Capital.

1, An Alternative livestock system.

The question is whether to switch from beef fattening to
dairying.

A farm adviser might be asked by Mr Kumar to draw
up a comparison between beef fattening and dairying on his farm when
it is fully developed. In this case two partial budgets would give an
indication of the relative returns from these two systems of
management.
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Feed supply available for both systems.

) Saner' Winter
50 ac Batiki @ 4.5 225 @l.5 75
6 ac Para @7 42 @2.5 15
130 ac Koronivia @>s 650 @1l.5 195
10 ac stream banks
4 ac waste
200 ac 917 S. U. 285 8. U.

Beef cattle system of management,

Beef cattle reconciliation:

On hand Bgt in On hand
begin Trsf.in Sales Deaths Transf. end
1 yr steer 37 37 1 36 37
2 yr steers 36 36 1 35 36
3 yr steers 35 35 34 - 1 - 35
Totals 108 ' 108

Cattle feed requirements

Summer Winter
1 yr steers 37 @4.5 166 13 yr steers 36 @ 6 216
2 yr steers 36 @6 216 21 yr steers 35@ 6 210
3 yr steers 35 @6.5 227
Total 609 S, U. Total 426 5. U.

The 1-yr steers are bought in the spring. The 3-yr steers are. sold
before the winter.

. Feed Supply adjustments

Summer Winter
Available 917 S.U. Available 285
To‘be carried over 300 ’ Carried over 150

Balance 617 : Balance 435
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Capital Involved

Stock 37 l-yr steers at $20 = 740

36 2-yr steers at $45 = 1620

35 3-yr steers at $75 = 2625

$4985

Cattle yards _115

' Total - $6000

Income & Expenditure

Expenditure_ Income_

37 1-yr steers at $20 $ 740 34 3A-yr steers at $8_0 $2720

Interest on capital

$6000 at 6% 360
Net Income 1620
$2720 Total Income_ $2720

Relative net income from the beef system $1,620

Dairying system of management

The basic system would be to calve the cows in the spring,
milk them over the spring, summer and autumn and dry them off before
the winter. In this way the feed requirements of the dairy herd fit closer
to the natural feed supply although there would be some carryover.

Dairy herd reconciliation

Transf. )
On hand in or Transf. ©On hand

begin, buy Sell Deaths out end
Heifer calves 25 7 18
‘Bobby calves 25 25
1 -yr heifers 18 18 1 17 18
2-yr heifers i7 17 1 1 15 17
Cows 70 15 12 3 - 70
Bulls 2 i 2 2

Totals . 107 107
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Dairy feed requirements

Summer ) . Winter
70 cows. @7 490 70 cows & heifers @ 5 350
17 2-yr heifers @ 4.5 76 18 13-yr heifers @ 4 72
18 1-yr heifers @ 3.5 63 2 bulls @6 12
2 bulls @6 12 _
o 641 S.U. 4348.U.

The cull cows would be sold before the winter.

Feed Supply adjustments

Summer Winter
Available 917 Available 285
To be carried over 230 Carried over 135
647 S, U. 420 S. U.

Capital Involved

. . Stock_ (excluding pigs)
70 cows @ 75 4250
172-yrhfs @ 40 680

181-yr hfs @ 20 360
2 bulls @ 100 _200

$6490

Extra buildings

Cowshed
Piggery
Man's quarters  $1200

Plant

Separator, Tractor,
Implements $ 610

Water supply to
cowshed $_200

Total $8500
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Income and Expenditure

Expenditure Income_
Labour, 1 man plus keep $35 420 67 cows at 100 1b b/f 2680
Stock purchases % bull 80 6700 1bs b/f @ 40c
Animal expenses 125 Pigs, fed on 13000 gls
Animal feed calf meal 75 skim net 500
Tractor fuel 350 hours 100 Cull cows 12 @ 40 480
Repairs to extra buildings - 50 Cull 2yr hfs 1 @ 30 30
Insurance on extra buildings 5 Bobby calves
Interest on Capital $8500 @ 6% 510 32 @ $10 320
Bull 1 @ $100 50
Net Income $2695 880
$4060 $4060
Relative Net Income from the Dairy system $2695
Relative Net Income from the Beef system $1620
Relative advantage to the Dairy system $1075
Points to note.
1. There are a lot more skills in the management of a dairy herd
that Mr Kumar may not appreciate.
2. Mr Kumar would require over $2500 to change over to dairying

to pay for stock, buildings and plant.

3. What if the price of butterfat falls 5 cents per pound and
the returns of the 3-year steer goes up to $90? The gap is
narrowed to $390 in favour of the dairying system.

In any calculations like these it is wise to look at some of the
other prices before making a decision one way or the other.

4. Just how accurate and relative are the various factors used
in these two calculations? Mr Kumar is expected to milk the cows
by hand; he has a man to help him and possibly Mrs Kumar will
assist at milking, Perhaps the calculations should have included
milking machines. However this could be determined by another
partial budget.

What about a decision?

That is up to Mr Kumar. If he is capable of the management
of a dairy farm, if he can get a man to work for him, and if he can borrow
over $2500, then thereare prospects of making greater net returns by
dairying on his farm. °
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2. Alternative cropping systems_and practices.

. Partial budgets are commonly used to determine the best
combination of crops that should be grown and harvested on a farm.
The most sophisticated method is a linear programme to compare all
the alternatives, but a computer is needed to handle the many
calculations involved.

The simplest and quickest method to get a comparison between
different crops is by working out the Gross Margins for each crop.
Gross Margins analysis is covered in Chapter VII. Reference is made
there that this system is to be used as a first step and that complete
budgets are the final method to compare different cropping systems.

3. Capital

In developed countries farmers frequently investigate the
relative advantages and disadvantages of owning their own headers or
haybalers. The farmers with small areas to be harvested or with only
relatively small quantities of hay to be baled, get contractors to do these
jobs. However when these contractors don't arrive on time because they
~have been busy on another farm, the farmer can lose a great quantity of
his crop which should have been harvested at the right time.  The farmer
then asks ""Should I spend $10, 000, if I can get it, on a header to do my
own harvesting?'' A partial budget is a useful method of working this
problem out. ‘

Let us look at the problem of whether Mr Kumar should milk
his dairy cows by hand or with milking machines.

What are some of the basic facts involved? ' To milk 70 cows a
two bale, doubled up cowshed and milking plant are required. Mr Kumar
would be able to milk the cows on his own, 80 a man would not be employed.
The cows would spend less time in the cowshed. They would probably suffer
from a lot less mastitis, and so for both of these reasons their production
per head would be at least 30 1bs of butterfat higher.

A more strongly built cowshed would be required when using
milking machines, probably costing $1000 more than a cowshed for
hand milking in. = Either an electric or diesel motor is needed to drive
the milking machines, and more water required for washing them down.

Additional capital costs $ :

Milking plant 750
Motor . 250
Cowshed (additional) 1000

Water supply (additioml) 200

Total $2200
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Additional Income and Expenditure

Expenditure Income_
Deductions
Man's wage and keep 420 Extra butterfat at 30 1b
Less penicillin 10 per head : 67 cows at 804

301b=2010 1b @ 40c.
Extra pig profits from 75
extra 5000 glns milk

$430 Total additional income $&79

Additional costs.
Fuel for motor 600 glns 144

Dairy shed exes, rubbers 140

Extra repairs to machines
and motors 70

Extra repairs to cowshed

and water supply 25
Interest on additional Capital

$2200 at 6% 132

’ Total $511
Additional Expenditure $ 81
Net Additional Income $798

Points to note:

1. If these costs are correct and if additional production can be
achieved, then the calculations confirm the benefit gained by
installing a milking machine.

2. If butterfat falls to 35 cents per lb butterfat there is still
financial benefit gained. .

3. The farmer's satisfaction and efficiency would increase when
he spends less time in the cowshed. -
4. He would not need to employ a man, but the calculations show

that when he is paying these wages he can continue to employ him
and still obtain an additional $368 with milking machines.
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D. DEFICIENCIES OF PARTIAL BUDGETS

The use of partial budgets are helpful ways to compare quickly
alternatives that come to mind when the farm adviser is drawing up a
farm programme.

They should be used only asguide lines as they have several
deficiencies:

1. "The farmer may not be experienced and capable of handling
the alternative and so a loss might occur. If the alternative is
worthwhile, then the farmer should gain experience by growing a
small area of the crop or running a few of the stock that the partial
budget indicates as giving the higher returns.

2. There may be marketing problems when a greater amount of
the suggested crop is grown. Will there be the same spread of income
from the alternative? This is not shown in the partial budget.

3. There may be greater risks from pests, weeds or disease
and climate that the partial budget didn't allow for.

4. There may be more capital and labour costs than what is
allowed for in the partial budgets, more supervision may be
required, more buildings might be required. If a permanent man
replaces a casual man a house may have to be built.

The use of partial budgeting is another valuable aid to the
farm adviser. It is a quick way to compare alternative systems without
involving all the rest of the costs that are involved in a complete budget.
However note the comments above and use partial budgets as a guide
only for replanning.
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CHAPTER VII

GROSS MARGINS ANALYSIS

A, INTRODUCTION

Previous chapters have been concerned with the use of budgeting
as a planning aid for farmers. Budgets are based on production plans
which have previously been decided on by the farmer or his advisers or
both., The budget merely indicates whether the plan is financially sound
or not. If the budget shows the plan to be unprofitable a new plan needs
to be worked out.

An alternative is not to start with a set plan but to build up a
plan by combining a number of avenues of production that could be undertaken
on the particular farm. The combination is chosen from all possible
alternatives on the basis of profitability. This is the gross margins_
method and is the subject of this chapter.

B.  WHAT GROSS MARGINS IS ABOUT

Consider a farmer producing fruit and vegetables for the Suva
market. The number of alternative crops and combinations of crops
that he has to choose from is very large. He could work out a series of
production plans and budget each of these and then select the most profit -
able plan. However this could be a very time consuming exercise and
there is no guarantee that the plan chosen would make best use of the farm
resources. ' '

A preferred approach is to work out the profitability of each crop.
Then build up a plan by including as much of the most profitable crop as
possible (size of the market or some other restriction may limit the whole
farm being sown to a single crop), plus as much of the next most profitable
crop as possible and 8o on. This is what the gross margins method does.
Profitability is measured in terms of the gross margin which is the
difference between gross income and variable costs. For example if
the gross income from an acre of dalo is 350 dollars and the variable
costs of growing, harvesting and selling, are 120 dollars per acre, then
the gross margin is 230 dollars (350 - 120 = 230). Gross margins is ’
a short cut method because it ignores fixed costs although these are taken
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into account later when the plan which has been built up is budgeted and
“income and costs for the whole farm estimated.

o To clarify the method, gross income, variable costs and fixed
costs are defined:

Gross income is the total amount of money receivable for the crop
or livestock at the market or from an agent.

Variable costs are costs of producing the crop or livestock.
If the crop is not grown or the livestock are not raised there will be no
variable costs. Fertiliser, seed, cartage, are examples.

Fixed costs are costs which go on regardless of whether crops
or livestock are produced or not. Examples are rent, bank repayment.

Labour can be either a fixed or variable cost. Wages for a
permanent full time farm worker who would still be employed whatever
was being produced, are a fixed cost. However, wages for extra or
casual labour employed only to help say with weeding or harvesting are
a variable cost. Repairs to plant and machinery already on the farm or
used for a number of different purposes are a fixed cost.

Another aspect is the necessity to convert gross margins to
a standard or common basis for comparison. Usually gross margins
are expressed per acre per year. :

Thus a farmer may only be able or may only wish to grow
% acre of some crop but 1% actes of another. Two crop cycles a year
are possible with one, but only one crop cycle a year with the other.
Using the total gross margin per crop figure would be incorrect. The
gross margin must be converted to a per acre per year basis.

Suppose l% acres of egg plant is being compared with % acre
of long beans. Assume also that only one egg plant crop is possible
a year but over the same period two crops of long beans can be sown
and harvested in the same piece of ground. It is estimated that § acre
of long beans gives a total gross margin of 40 dollars per crop.

Also 13 acres of egg plant gives a total gross margin of
300 dollars per crop.

So 1 acre of long beans will give a gross margin per acre
per year of 320 dollars (40 x 4 x 2). One acre of egg plant will give
a gross margin per acre per year of 200 dollars (300 x 2/3 x 1).
Therefore long beans is preferable.
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C. A GROSS MARGINS PROBLEM

Mr G.H. Tinoke has a 10 acre farm used for growing vegetables
for the local market. He wishes to draw up a cropping programme for
next year, He seeks the guidance of the local extension adviser who
decides that gross margins analysis would be appropriate to help solve
the problem. '

D. WORKING OUT THE GROSS MARGINS

In summary the procedure is as follows:
1. List all resources available on the farm.

2. List alternative avenues of production and estimate
gross margins for each.

3. Consider restraints on production.
4. Fit alternatives to resources in the best possible

way, taking account of restraints.

1. Listing available resources.

In effect this involves preparing an on-farm budget (Appendix I).
Remember the purpose of the on-farm report is toc make a stocktaking of
the farm, its resources and management, including financial aspects and
suggestions for improvement.

2. Listing avenues of production and estimating gross margins

It is assumed that choice is confined to the crops listed in
Table 6. This may not be strictly true. Other crops perhaps should
be included but it is considered that a reasonable range of possibilities
is given. ’

For each crop gross income and variable costs are estimated,
as is indicated in the table. This requires that yields and prices be
estimated and that all variable costs likely to occur are included.
Records kept by the farmer or extension worker should provide some
of the necessary information, or estimates might have to be made based
on other available data. The experience of neighbouring farmers might
have to be drawn on for crops not previously grown.

In working out the final gross margins figure, care should be
taken to ensure that all crops are reduced to a per acre per year basis.



74

The table indicates that crops in order of highest gross margins
are dalo, egg plant, pumpkin, cassava, chilli, long bean, cabbage, okra,
rice, cucumber and maize. A copy of the table is included as Appendix III.
It should be used as a guide when estimating gross margins.

Table 7 works through an example for rice in more detail and
indicates the type of data required. The numbers 1-22 correspond to

the numbers in Table 6.

3. = Considering restraints on production

Although it may be possible to produce all the crops listed in
Table 6 on Mr Tinoke's farm, there may be restrictions or restraints
on production which mean that the choice is narrowed down in practice.
For example a crop may require a lot of extra labour at harvesting but
very little extra labour is normally available in Mr Tinoke's district.
Or, there may be different soil types on the farm not all of which are
suitable for some crops. Or the market may be limited.

A convenient classification of restraints is

(a) Physical and financial.
(b) Institutional.
(c) Personal.

‘ Physical and financial These include restraints on land
such as soil type, fertility, altitude, contour, weeds and pests, water
availability. As far as labour is concerned the availability and quality
of extra labour is important. Extra capital may be needed. Can cash
be borrowed, can the debt be repaid, is the interest rate reasonable?

Institutional. There may be quotas on production of certain
crops or growing might all be on a contract basis. Perhaps the commodity
is only in demand at certain times of the year.

Personal. The farmer himself may prefer to grow some crops
and not others. He may consider some too labour intensive or as taking
too much out of the soil, or too risky. :

For Mr Tinoke the major restraints are as follows.

He requires l-acre of rice for himself and his family and has .
to keep a further 1 acre under pasture for working bullocks and a horse.
One acre is occupied by houses and farm buildings. One-third of an
acre is wet and is unsuitable for some crops for this reason.

He has problems with nut grass so fallows about 1 acre each
year. In his particular locality egg plant and beans are susceptible to
crop diseases. He does not like employing outside labour so crops
requiring large amounts of labour for planting, cultivating or harvesting
are not regarded favourably.
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From experience he knows that the market is often oversupplied
with chilli and egg plant, resulting in low prices.

Finally he needs income coming in throughout the year as he only
has a small credit in his bank account.

4, Fitting alternatives to resources '

Of the 10 acres

acre is needed for rice
acre for bullocks and horse
acre for building etc.,

acre fallow.

Ny b =

This leaves 6% acres.

The crop with the highest gross margin is dalo. However dalo
doesn't grow particularly well on his soils except on an area of about
2 acres of better soil. Assume 2 acres is planted, leaving 41 acres
for other crops. The next most profitable is egg plant. Because of
disease he cannot plant it in the same ground more often than once in
three years. Thus the maximum possible is one-third of the 44 acres
left (say 2 acres). Z% acres now remain unplanted.

The third most profitable crop is pumpkin. This has a high
labour requirement at harvesting and he considers 1 acre is the most he
and his family could handle. Cassava comes next but he is not
experienced in growing it and although it matures quickly it gives a
poor spread of income throughout the year. Assume 1 acre is planted.

Chilli is the next most profitable but the market price varies
considerably over the year. In any case he likes growing okra as it is
a safe crop with few disease problems, giving a steady income over the
year. So he puts } acre in chilli and 2 acre in okra. Long bean and
cabbage both have higher gross margins than okra but he considers they
have disease problems and require too much labour.

His land ufilisation then is

Rice 1 acre
Bullocks 1 acre
House 1 acre
Fallow Lacre
Dalo 2 acres
Egg plant 2 acres
Pumpkin L acre
Cassava 1l acre
. Chilli L acre
Okra 2 acre
10 acres
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In order to estimate total income and expenditure a current
budget would be drawn up along the lines indicated in previous chapters.
Also a monthly cash flow analysis would be necessary to check that the
proposed plan ensured enough income coming in to meet accounts as
they became due.

E. STEPS TO FOLLOW IN DRAWING UP A GROSS MARGINS PLAN

1. Complete an ON-FARM report. This provides a full list
of all resources available on the farm. The farmer's attitude to
employing outside labour and borrowing money to buy equipment and
so on should also be recorded in the report. This is because some of
the crops that could be grown might require extra labour or plant.

2. List all the crops and livestock that could be produced on
the farm. This requires finding out what the farmer himself is producing
at present or has done in the past. Also what neighbouring farmers are
producing. Finally what the extension worker thinks could be produced -
based on his own knowledge and experience elsewhere.

For each of these possibilities a gross margins per acre per
year needs to be estimated as indicated above.

3. From discussions with the farmer and knowledge of the farm,
list the restraints on production for the particular farm_and farmer.
Remember these can be physical and financial, institutional or personal.

4. Starting with the crop or enterprise with the highest gross
margins work out the land utilisation plan. As many acres as possible
are grown of the highest gross margins enterprise until stopped by one
of the restrictions. The next highest gross margins then comes in
until restricted. The final plan is built up in this way. i

5. When the final land use plan is complete, work out a current
budget to obtain an estimate of net income. Also a monthly cash flow
analysis to check that accounts can be paid without undue delay. Say the
plan means that over the planning period (e.g. 12 months), income doesn't
come in until the last two or three months. Unless the farmer is able to
carry on in the meantime from cash in the bank or elsewhere the plan
might have to be changed. '



Table 6 :

Gross Margins Various Crops

$ per acre

"
: . % % o }é

1. Crop slo|E 1218 lwels | 312258
24855 |S BE|S | 2|85 8)8

2. Total gross income per crop

3. Gross income per ac per crop{l150 400 170

4. Gross income per ac per yr 300 400 510

5. Variable costs

6. Extra labour*

7. Clearing

8. Planting 1 70 2

9. Weeding 3

10. Harvesting 9 130 10

11. Tractor fuel & oil 23 4 ) 4

12. Fertiliser 3 7

13. Seeds, plants 4 2

14, Weed & pest control 32 41 3 4] 8

15. Bags, boxes, baskets 1 51 2 1 11100

16. Cartage 2 5| 7 21 2} 20

17. Selling costs 5| 2 2| 1 5

18. Other costs 29

19. Total variable costs per crop

20. Variable costs /ac 105 232 148

21. Variable costs /ac /year 210 232 434

22. GM per acre per yr (4-21) 90 168 76

*
Contract or casual extra to that permanently employed.

Note (1) 2 crops per year for rice and 3 crops per year for cucumber,
so multiply income and costs by 2 and 3 respectively.

(2) Use lines 2 and 19 only if estimates are based on areas of
other than 1 acre.
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Table 7 : Gross Margins Example - Irrigated Rice

Two crops were grown (wet season, dry
season) in a year on 10 acres. Yields
were 1.75 and 1.25 tons per acre respectively.

Crop - rice

Total gross income (1.75 +1.25) x $100 per ton x 10 =
Gross income per acre = $300

Gross income per acre per year = $300

Variable costs (l1st crop)

Contract labour was used to level at $2 per acre,
plough once at $4 per acre and harrow at $4 per acre.
The farmer planted the seed himself (broadcast)
sprayed with insecticide four times and with weedicide
once. He also spent one day per week on maintaining
drains, watering etc. Harvesting was by contract
combine at $12 per acre.

1 cwt per acre urea/crop at $2. 30 (net of subsidy)
80 1b seed per acre at 4 cents per 1b

D.D.T. was used at 2 gal. per acre at $4 per gal
(one application). Gesapon was applied 3 times
at 20 lbs/acre at 28 cents lb. For weed control
Stantox F was used once at $12 per acre.

Ric‘e was delivered bagged to mill. 1 cwt bags
cost 5 cents. (350 bags lst crop, 250 bags 2nd crop.) =

Cartage cost 10 cents per bag. =
Nil. Bought by mill owner.

Cost of irrigation water was $7 per acre per crop =
Total variable costs 1st crop

Variable costs per acre lst crop

Variable costs per acre per year lst and 2nd crops

G.M. per acre per year

$3000

$ 220
$ 23

$ 3.60

$ 318

$ 17.50

$ 35

$ 140

$ 757.10
$ 75.71
$ 149.92
$ 150.08
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CHAPTER VIII

RECORD KEEPING AND COMPARATIVE ANALYSIS

A, INTRODUCTION

Previous chapters have explained and given examples of the
use of various farm planning techniques to assist farmers in making best
use of their resources. If sensible plans are to be prepared and budgeted,
background data are required. For example, to estimate income,
information on likely crop or produce yields and prices at the time of
sale is necessary. Or, if a farmer is planning to grow a crop he hasn't
tried before he may wish to know how much labour is involved in planting,
cultivation and harvesting so he can make necessary arrangements and
estimate costs. Such information will only be available if records have
been kept by the farmer or extension worker or similar persons,

This chapter indicates the type of records that should be kept
or collected and who should do this.

When the recording and planning phase has been completed
the next step is to put the plan into operation. If circumstances alter,
for example relative prices of crops change or more or less labour is
available than originally allowed for, then the plan is modified to meet
the new conditions. It's foolish to stick to an original plan if changes
become necessary because of altered circumstances.

Finally the outcome of the plan has to be evaluated from time
to time (usually at the end of a financial or tax year) and a better plaa
drawn up and put into action. The evaluation is carried out by using
comparative analysis which is explained later in this chapter after
farm records are discussed. '
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B. RECORD KEEPING

1. What records should be kept?

If the purpose of keeping records is to assist in planning and
budget and gross margins preparation then the budget and gross margins
worksheets provide a guide as to the type of information which should be
collected and recorded. A set of budget worksheets and a budget summary
are included as Appendix Il and a gross margins analysis form as
Appendix III. Data required fall into two main groups -

Financial data
Physical data
Financial data comprise lists of costs and prices. Main items are
as follows:
(a) Crop and livestock purchase and sale prices.
(b) Labour costs.
(c) Planting, growing and harvesting costs and animal health.
(d) Cartage and selling costs. .
(e) Repairs.
‘(f) Fixed costs - rent, rates, debt repayment, insurance.
] Physical data relate to crop yields and livestock performance -
for example milk or butterfat per cow, cattle liveweight gains, Figures
for good, poor and average years and good and average farmers should

be collected and appropriate ones used in planning. Thus if a farmer is
sowing a crop for the first time a conservative yield could be appropriate.

Physical data also include details of management practices.
Thus for a particular crop, when and how much per acre to sow, what
fertiliser to use, what other cultivation practices to follow, when and
how to harvest, what crop might follow and so on. Again, some details
such as these will be already recorded in the on-farm report.

2. Who should keep the records?

1t may appear from the above that if the farm management
approach is adopted a great deal of extra record keeping is required.
This is not true.

A capable and enthusiastic extension worker and a sound and
conscientious farmer will already have much of this information available.
Perhaps it won't be all neatly assembled and filed but some at least will
be tucked away in their minds. Thus the extension worker will know from
experience crop yields for various parts of his district under different
weather and management conditions. The farmer will usually know many
of his costs, what his stock will produce and so on.



oa

For many items all that will be necessary will be to write
them down in an orderly way in a book or books kept for that purpose.
For other items details may have to be obtained from various sources
and brought up to date periodically. For example costs of fertiliser,
seed and weedicides, animal drenches and vaccines, can be obtained
from merchants. The latest labour costs could be found by checking
with neighbours who recently had employed such people. Selling
costs could be obtained from market agents.

Actual record keeping should be shared between the extension
worker and the farmer. One possibility is that the extension worker
keeps lists of costs and prices and district crop and livestock yields.
The farmer records his own yields, keeps lists of his stock, plant
and machinery and records, what happens in each paddock or plot over
the year.

Thus the extension worker would have a book with sections
devoted to costs and prices as set out from (a) to (f) above. Or the
sections could follow the headings in the budget summary. Also,
there would be separate sections for district crop and livestock yields
expressed probably as a range. That is, what could be expected from
an average farmer compared with a good farmer, with or without
fertiliser, in a good or poor season. As well the extension worker
should build up a file on each farm he visits regularly. The first
requirements is an on~farm report. The information in the report
would be added to and updated after each visit. Appendix I contains
an outline of an on-farm report.

The book kept by the farmer should have an up-to-date list
of stock and plant and machinery. Next there should be a section
for each paddock or plot, and what was done there over the year. For
example if a paddock was used for rice, when the rice was planted,
what variety and rate of seeding, what fertiliser, weed and pest control
details, when harvesting and yield. An alternative is to use a large
scale map of the farm and write in the details. A new map is needed
each year. .

Another section in the farmer's book would record details
of livestock production. For a dairy farm calving dates, calving
percentages, production per cow, length of lactation.

A final section would include a list of his fixed charges, and
if applicable a copy of his tax return.

The above suggestions merely give a general outline of the
type of records that should be kept. Some farmers and advisers might
wish to go into greater detail than others. Some farmers might prefer
to keep their own costs and prices as well. In any case, as mentioned
before, much of this information is already available and it may only be
a matter of getting it all together in an organised form in a book as
suggested. :
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C. COMPARATIVE ANALYSIS

After a farmer has been working to a plan for some time, he
will want to know how well he has been doing and what further improve -
ments can be made. He wishes to evaluate his performance and that of
the farm. This can be done by comparative analysis - that is by
comparing his results with those of others. Five aspects are relevant
here:

1. Comparison with what?
2. Comparison of what?
3. Organisation for comparison.

4. How is comparison carried out?

5. Care is needed when using comparative analysis.

1. Cofnparison with what?

Results should be compared with similar farms. Similar in
the sense of being in the same district, of about the same size and stage
of development and carrying on the same type of farming. Thus
comparison between wet and dry zone farms or farms with and without
irrigation could lead to wrong conclusions. Basically the comparison -
is trying to pinpoint strengths and weaknesses in management practices
(the way the farm is being run). So factors beyond the control of the
farmer, e.g. rainfall, climate, soil type, should be eliminated when
choosing the farms for comparison,

If similar farms are not available a number of other alternatives
are possible {but not as satisfactory). Farm results for one year could
be compared with the results for earlier years. Or, comparison could
be made with theoretical standards. For example the farm extension
worker might suggest that, on the basis of his experience, a yield of
2.5 tons per acre of wet season rice should be possible under good manage-
ment. The farmer compares his yield with this and tries to account for
the difference. Farmers who are much better than average may need to
do this in any case because they won't get any benefit by comparing their
results with farms or farmers which are not as good.

2. Comparison of what?

The basis of comparison is physical and financial results or
performance. :

Physical results include levels of production and yields.

Financial results include gross and net income and costs.
These can beexpressed as a total or on a per acre or per livestock
unit basis.
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For example gross income from rice or gross income per
acre or net income per acre. Gross income for milking cow or per
sow. Expenses per milking cow.

A great many measures can be thought of and used for
comparison. Which ones are actually used will depend on the particular
farm and type of farming. However there are a small number of key
measures which should always be included. These are

_Gross income per acre

This is an indication of productivity.

Net income per acre

This takes expenses into account.

Per cent return on capital

This is the best single measure to use for commercial farming.
It assesses the farm as a business and measures efficiency in use of all
resources. However it may not be particularly meaningful for small
family holdings or emerging commercial farms. ‘

3. Organisation for comparison

The most useful form for this purpose is the annual profit and
loss statement which lists income and experditure for the previous
financial year. The budget summary form of Appendix II could be used.
For comparative analysis purposes it should list income and costs
actually incurred over the previous year. (Remember its purpose so
far has been to summarise expected income and expenditure for the year
ahead.)

4, How is comparison carried out?

Assume the comparison is between two similar dairy farms.
Or it could be a group of dairy farms and the comparison between any
one and the average of the others. Similar means they would be of
about the same size and stage of development in the same district,
carrying approximately the same number of milking cows. The
procedure is as follows: '

(a) Check gross income.

If this is low check levels of production per cow and
per sow, and prices received for produce. Are sales of
cull cows low? If production is low it could be because of
poor feeding, poor breeding, or poor management, Check
all these possibilities. = Compare feeding, breeding and
management practices with a view to suggesting improvements.
if prices received for produce are low it may be a quality
problem or may not be selling in the best market.
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(b) Check expenses.

If low or high look into the costs in more detail and
attempt to find out why. Examine management practices
underlying individual costs. For example repair costs
may be high because plant and machinery is worn out and
needs replacing. Animal health expenses may be high
because stock are not well fed and become more prone
to disease. Labour expenses may be high because too
much labour is employed and time is being wasted.

In summary, comparison means looking at physical and
financial data, finding out where differences lie and attempting to
explain why these differences occur. The final step is to make
suggestions for improvement regarding weaknesses in management
which have been discovered by the analysis.

5. Care is needed when using comparative analysis.

When comparisons are made along the lines suggested, be
cautious not to jump to hasty or ill-founded conclusions. Many
circumstances other than levels of management could lead to the
differences observed in income and expenses. The better the
extension worker knows the farm and the farmer, the less likely
he is to make wrong deductions. In any case if differences occur
these could be pointed out to the farmer and farmer and extension
worker together attempt to explain them.

. However, in spite of such problems comparative analysis
is a useful exercise. It fosters a businesslike attitude to farming
because farmers can see the value of record keeping and drawing
up a set of physical and financial accounts for each year.



APPENDIX I

ON-FARM REPORT

1. Name and address

Freehold

2. Area: Tenure: |  sehold

3. Legal description

4. SKETCH PLAN

(Include fences, buildings, water supply, paddock areas
and cover, contour, location, north point.)

4.(a) Buildings and plant (list and comment).



10.

11.
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Cover (crops, pasture, undeveloped) 6. Stock numbers

Rainfall inches.......summer inches....... winter inches.....

Soils (areas, type, drainage, erosion)

Weeds & Pests

Labour (permanent, contract, casual, family)

Personal (age, family, aims, ability)
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12. Pasture and crop production and management
(crop yields, fertilisers, pasture maintenance and use by stock)

13. - Stock production and management ‘
(butterfat, av.cattle wts, sale prices,
calving, replacement policy, health)



14. Financial

Farm capital $ Farm debts $

Land Mortgage and

-Buildings interest

Stock Other

Plant

Total Total

Cash

Farm Income (last year) Farm expenditure (last year)

Family living expenses/Month.........

15. Suggestions for improvement
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APPENDIX Ia

Example of a Sketch Plan
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APPENDIX II

BUDGET SUMMARY

Expenditure Income__
1, Family living 22. Crops
2. Stock purchases N
3. Interest & Principal cesecessvane
4. Rent & Rates Cerereseaeas
5. Labour Cesessrencns
6. Permanent 23. Stock
7. Casual
8. ‘'Contract Ceaseseesons
9. Animal Health & feeding 24. Dairy produce

. 10. Seeds, plants etc. Butterfat

11. Fertiliser Milk

12, . Weed & pest control

13, Bags etc.
14. Cartage
15. Selling cost
16. Fuel & oil
17.  Repairs
Plant, fences, buildings

18. Tax

19. Other

20. Total cash expenditure 26. Total Cash income

21. Net Cash income(26-20)

27. Net cash income last year

28. Capital position

. Land & buildings Loan account

Stock & plant Other debts
Cash at bank

29. ' Total

30. Net capital worth —_—

al. Net capital worth last year

32, Efficiency factors

cmmbanle AawAdv~tinn
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BUDGET WORK SHEETS

INCOME _
22. Crops
Type Acre Yield Price Total
Total
23, STOCK CATTLE
Cull cows at
Breeding cows at
Heifers at
Calves at
Steers at
at
at
Total sold
PIGS
at
at
at
Total sold
24. DAIRY PRODUCE:
cows milked at 1b. b/fat/ cow
Total b/fat 1b at c. per lb.

Town milk

OTHER
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EXPENDITURE

Family Living
Personal/month x 12
School fees
Other

Total

STOCK PURCHASES.

Purchase | Cartage + Total
Class No. Type | From Price Commission Head
Interest & Principal
Rent & Rates_
Labour
Permanent No........ . at...o... ..+ per month
Casual No....voun days..... at..... per day
Contract

Animal Health
Drenches
Stock food
Other




10.

11,

12,

13.

14.

15,

Seeds, P

, Plants

Fertiliser

Crop Acres

Type cwt/acre Total Cost

Weed & Pest control

Bags etc.
Bags
Boxes
Baskets

Other

Cartage_

Inward

Selling Costs
Stall rent

Agents fees

Outward

Total Cost



16.

17.

18.

19.
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Fuel & Oil

Diesel [P caeoes . gals at

Petrol ... ... ... gals at

Oil e ... gals at
Repairs

Plant

Fences ......e00000.. cCWt wire ......

posts cherean

Buildings

Tax

Other




72

STOCK RECONCILIATION

Class No.on No. Natural [Pales|Deaths Killers{Trans-|[Sub |Estim-
hand bought | Increase fers Total [ated on
1/7/.. Transfers| out hand

in 30/6/
.................. P P
..... R LT T PR o * e e o O N R
..... S P P O I S e T
----- +10-4-o-0 e e % » v . .1.-..-------..-‘
..... | N A
..... R R .
..... I T T
.....  IEICIRIEY PERIRIPEPIIR | SPIPIPY EPUPE
----- i.a-u..-.-.-..z v ale o o . a o e o o 4 2 s o o wfe 2 e ofs o 0 o o




APPENDIX III

GROSS MARGINS VARIOUS CROPS

1. Crop

2. Total gross income per crop

3. Gross income /[ac /crop

4. Gross income /[ac /yr
5. Variable costs

6. Extra labour*

7. Clearing

8. Planting

9. Weeding

10. Harvesting

11l. Tractor fuel & oil

12. Fertiliser

13. Seeds, plants

14. Weed.& pest control

15. Bags, boxes, baskets

16. Cartage

17. Selling costs

18. Other costs

19. Total variable costs /crop
20. Variables costs /ac /crop

21. Variable costs /[ac /year

22. GM per acre per yr (4-21)

*
Contract or casual extra to that permanently employed.

Note: Use lines 2 and 19 only if estimates are based on areas
of other than 1 acre.
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