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SUMMARY OF FINDINGS

Summary

The 1992-93 year was one of rural financial recovery
from the low point of 1991-92. Key financial variables
all showed significant improvement from the 1991-92
levels.

. Aggregate  turnover in 1992-93  was
$20,043.2m, a 7.9 per cent rise over the
1991-92 level. The average turnover per farm
business was $189,000 in 1992-93 compared
with $169,400 in 1991-92.

. Aggregate cash operating surplus in 1992-93
was $4,080.7m, a rise of 31.8 per cent compared
with 1991-92. Average cash operating surplus
per farm business in 1992-93 was $38,500, 36.5
per cent above the 1991-92 average per farm
business.

. [n real price estimate terms (1.€. in ferms of
1989-90 prices) cash operating surplus in
1992-93 was $3,762.1m, 29.4 per cent above the
1991-92 real price estimate. Real price
estimates of cash operating surplus remain well
below the real price estimate-of five years
earlier. (See table B page 6)

*  The profit margin for all farm businesses was
20.4 per cent, 3.7 percentage points above the
1991-92 profit margin.

- The interest coverage ratio in 1992-93 was 3.7
in 1992-93 compared with a coverage ratio of
2.71in 1991-92,

*  Farm business operating costs as a proportion of
farm business turnover in 1992-93 were 81.5
per cent. In 1991-92 farm operating costs were
85.6 per cent of turnover.

*  The rate of return on farm opcraling costs in
1992-93 was $0.25, (i.e. for each dollar of farm
operating costs incurred, 25 cents of cash
operating surplus was made). In 1991-92 the
ratc of return was $0.19.

*  Net capital expenditure by farm businesses in
1992-93 was $1,659.6m, 16.8 per cent above the
1991-92 level.

Turnover

In 1992.-93. aggregate farm business turnover was

$20,043.2m. This was $1,467.2m or 7.9 per cent higher

than the 1991-92 turnover figure of $18,576.0m. The
main contributors to the improvement in turnover were:

*  sales of crops increased by 11.1 per cent from

$7.718.3m in [991-92 to $8,572.8m in 1992-93.

The principal contribution to this increase came

from sales of wheat ($2,252.7m in 1992-93

compared to 1991-92 sales of $1,843.8m) and

barley ($700.4m in 1992-93 compared with
$527.2m in 1991-92),

»  sales of livestock which showed a 10.7 per cent
increase from 1991-92 to 1992-93. Sales were
$4,9053m in 1991-92 compared with 1992-93
sales of $5,430.9m. Both the sales of catile and
calves and of sheep and lambs showed
significant increases. .

Aggregate sales of livestock products showed liule
change from 1991-92 to 1992-93. Increased sales of
milk largely cancelled out the decreased returns from the
sale of wool.

Aggregate turnover increased in all States other than
South Australia. The most significant increases in
turnover occurred in:

. Victoria, 20.1 per cent,;

. Western Australia, 12.3 per cent; and

*  Queensland, 9.9 per cent.

Victoria's large percentage increase in turnover from
1991-92 to 1992-93 was attributable to a 20.7 per cent
increase in the sale of livestock products from $1,426.7m
in 1991-92 to $1,721.9m in 1992-93. The increase came
from the dairy industry where proceeds from the sale of
milk increased from $833.2m in 1991-92 to $1,177.5m
in 1992-93, This was a 38.0 per cent increase. Western
Australia's increased turnover was due to increased cereal
grain sales which increased from $988.7m in 1991-92 to
$1,205.1m in 1992-93. Wheat sales were the main
contributor to the increase.  Main contributors to
Queensland's improved turnover were increases in sales
of cattlc and calves ($197.2m), sugar cane ($123.9m) and
cereals ($110.9m).

TURNOVER OF FARM BUSINESSES
BY STATE,
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At the Australian level industries that showed significant
increases from 1991-92 to 1992-93 were:

*  grain - turnover increased by 37.5 per cent from
$1,787.4m to $2,457.5m due to the increased
proceeds from the sale of wheat;

*» dairy cattle - turnover increased from
$2.091.2m to $2,476.4m (18.4 per cent); and



*  sugar - turnover increased from $702.9m to
$857.1m (21.9 per cent).

Turnover for the sheep industry was down slightly, while
the pig industry experienced a significant downturn in
turnover of 19.1 per ¢ent.

AVERAGE TURNOVER OF FARM K1/SINESSFS

BY STATE AND AUSTRALIA,
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Average turnover per farm business in 1992-93 was
$189,000 compared with an average of $169,400 in
1991-92. Western Australian farm businesses, with an
average turncver of $258,200, had the highest average
turnover per farm business of all states. The cotton
industry with an average turnover per farm business of
51,240,000 had the highest average of all industrics.

Median farm business turmover in 1992-93 was $110,300
compared with a 1991-92 median turnover of $98,000.
Farm businesses making more than $300,000 in turnover
accounted for 14.4 per cemt of farm busincsses in
1992-93. These farms accounted for 508 per cent of
farm business turnover generated and 50.7 per cent of the
cash operating surplus made. At the other end of the
scale 22.3 per cent of farm businesses made less than
$50,000 in turmover and accounted for only 3.8 per cent
of total farm business turnover in 1992-93,

In 1992-93 farm operating costs were §1.5 per cent of
wrnover, 1.¢. out of every dollar of turnover 81.5 cents
was accounted for by operating costs. [n 1991-92 farm
operaiing cosis accounted for 85.6 per cent of turnover.

Cash Operating Surplus, Profit Margin and Rates of
Return

Farm businesses made, in aggregate, a cash operating
surplus of 34,080.7m in 1992-93. This was an increase
of 31.8 per cent over the 1991-92 level of $3,095.0m.

In real price terms cash operating surplus in 1992-93 was
$3,762.1m, an increase of 29.4 per cent over the 1991-92
real price estimate.

All States, except South Australia, had increases in cash
operating surplus from 1991-92 to 1992-93. Agpgregate
cash operating surplus by State in 1992.93 was;

. New South Wales, $811.3m (an increase of 21.1
per cent from 1991-92;

. Victoria, $1,045.4m (an increase of 49.0 per
cent from 1991-92);

. Queensland, $987.1m (an increasc of 41.9 per
cent from 1991-92);

*  South Australia, $425.8m (a decrease of 7.4 per
cent from 1991-92);

- Western Australia, $618 5m (an increase of
75.1 per cent from 1991-92); and

= Tasmania, $77.1m (an increase of 11 4 per cent
from 1991-92).

The dairy cattle industry, with an aggregate cash
operating surplus of $751.4m, accounted for 18.4 per
cent of the aggregate cash operating surplus made by
farm businesses in the agricultural industry. Industries
recording significant increases in cash operating surplus
from 1991-92 (0 1992-93 were:
*  grain industry, $388.6m in 1991-92 to $666.2m
in 1992-93 (a 71.4 per cent increase);
= grain-sheep-beef cattle industry, $582.3m in
1991-92 to $728.8m in 1992-93 (a 251 per cent
increase);
*  beef cattle, $235.1m in 1991-92 to $431.1m in
1992-93 (an 83.4 per cent increase); and
-+ dairy cattle industry, $530.6m in 1991-92 10
$751.4 min 1992-93 (a 41.6 per cent increasc).

The sheep industry cash operating surplus increased

almost fivefold from 1991-92 to 1992-93, increasing
from $38.6m to $185.2m. {t should be noted that the
1991-92 estimate was the lowest recorded since 1986-87.

AVERAGE CASH OFERATING SURPLUS
OF FARM BUSINESSES BY STATE AND
ALUSTRALTA, 1991-%# AND 149293
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Average cash operating surplus per farm business in
1992-93 was $38,500. This was an increase of $10,200
(36.5 per cent) over the 1991-92 average. The highest
industry average cash operating surplus was made by
cotton industry farmers, wherc the average cash
operating surplus was $234.500 per farm business.
Median farm business cash operating surplus in 1992-93
was $22.800. (In 1991-92 the median cash operating
surplus was $17,200), In 1992-93, 11.0 per cent of farm
businesses made cash operating surplus of $100.000 or



more and accounted for 609 per cent of the cash
operating surplus made. Average cash operating surplus
of farm businesscs making $100,000 or more in cash
operating surplus in 1992-93 was $213,900.

Farm business profit margin in 1992-93 was 20.4 per
cent, 3.7 percentage points above the 1991-92 profit
margin. Victorian farm businesscs had the highest profit
margin of any State and recorded a profit margin of 24.3
per cent in 1992-93,

in 1992-93 farm businesses had a rate of return on farm
operating costs of $0.25 (i.¢. for every dollar of farm
operating costs incurred farm businesses made $(0.23 in

PROFIT MARGIN OF FARM BUSINESSES
BY STATE AND AUSTR ALIA,
1991.62 ANDX 199203
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cash operating surplus). This was a 31.6 per cent
improvement on the 199192 rate of return on farm
operating costs. Victorian farm businesses with a return
of $0.31 had the best rate of return on farm operating
costs ol all the States.

The average rate of rcturn on farm business assets in
1992-93 was 3.7 per cent compared with a 1991-92 rate
of return on assets of 2.9 per cent. The State with the
highest rate of return on farm business assets was
Victoria, where a rate of return of 4.6 per cent was
achieved. Rates of return for major industries (in terms
of turnover) were:

+  grain-sheep-beef cattle, 3.9 per cent,

. dairy cattle, 6.3 per cent;

. beef cattle, 2.0 per cent; and

= grain, 7.6 per cent.

In 1992-93 the sheep industry had a rate of return on
assels of 1.3 per cent compared to a 1991-92 rate of 0.2
per cent.

Net Capital Expenditure

Net capital expenditure by farm businesses in 1992-93
was significantly above the 1991-92 level, Aggregate net
capitai expenditure in 1992-93 was $1,659.6m, 16.8 per
cent higher than the 199192 level. Most of the increase
came from increascd capital spending on vehicles,
machinery and cquipment,  Spending on  vebiclces,
machinery and equipment increascd from $950.4m in

1991-92 to $1,268.6m in 1992-93, an increase of 33.5
per cent. Capital spending on vehicles, machinery and
equipment accounted for 76.4 per cent of farm business
net capital expenditure in 1992-93,

All States, except New South Wales, recorded increases
in net capital spending from 1991-92 to 1992-93. In
1992-93 average net capital expenditure per farm
business was $15,600 compared with a 1991-92 average
of $13,000. Average net capital expenditure on vchicles,
machinery and equipment in 1992-93 was $12,000, 37.9
per cent higher than in 1991-92. Average net capital
expenditure by States in 1992-93  (with 1991-92
expenditure in parenthesis} was:

. New South Wales, $13,300 ($13,300);

= Victoria, $12,700 ($8,100},

*  Queensland, $16,800 ($13,400),

«  South Australia, $14,300 ($13,600),

. Western Australia, $25,100 ($20,300); and

+«  Tasmania, $13,300 (£9,000).

NET CAPIT AL EXPENDITURE OF

FARM BUSINESSES BY STATE
1991-92 AND 1992.93
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Debt and Interest Payments

Australian farm businesses had an aggregate gross
indcbtedness of $15,377.8m at the end of 1992-93, not
much different from the end of 1991-92. Farm business
indcbtedness to banks at the end of 1992-93 was
$10,222.8m or 66.5 per cent of all debt.

Average farm business gross indcbtedness at the end of
1992-93 (1991-92 figures in parenthesis) was:

*  New South Wales - $151,300 ($151,200);

*  Victoria - $96,500 ($85,700};

*  Queensland - $168,800 ($157,300);

«  South Australia - $119,700 ($105.300),

«  Western Australia - $196.900 ($169,200); and

»  Tasmania - $150,500 ($148,300),

Median farm business gross indebtedness at the end of
1992-93 was $43,500 {(1991-92 median value was
$43,700). Atthe end of 1992-93, 26,400 (24.9 per cent)
farm businesses were debt frce. The proportion of debt
free farms in 1991-92 was similar. The proportion of
farm businesses owing $200,000 or more at the end of
1992-93 was 21.0 per cent (22,200 in number). These



farm businesses owed 76.2 per cent of aggregate farm
business debt and had an average gross indcbtedness of
$527,000 at the end of 1992-93.

The debt to asset ratio of Australian farm businesses at
the end of 1992-93 was 1:7.2 (i.e. for every dollar of
debt there wag $7.20 of asset backing). The debt to asset
ratio was little changed from the 1991-92 ratio. In
1992-93, farm business turnover to gross indebtedness
ratio was 1:0.75, (i.e. if all turnover in 1992-93 had been
applied to redemption of the total farm debt then 75 per
cent of turnover would have beer used). In 1987-88 the
ratio was 1061,
DEBT TO ASSET RATIO
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Total interest payments in 1992-93 were $1,497 7m, 17.7
per cent lower than 1991-92 interest payments. The
1992-93 interest coverage ratio (i.e. how many times the
interest bill could be paid from cash operating surplus
before deducting inerest payments) was 3.7 compared
with a 1991-92 interest coverage ratio of 2.7. Interest
payments, in 1992-93, accounted for 7.5 per cent of total
farm business turnover.

INTEREST PALD AS PERCENTAGE OF TURNOYER
FARM BUSTNESSES AUSTR ALLA,
1988-8% TO 1992-03
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The average interest rate over all farm debt in 1992-93
was 9.9 per cent, 2.7 percentage points lower than the
average reported 1991-92 rate,

Assets and Net Worth

Aggregate value of farm business assets at the ¢nd of

. 1992-93 was $111,191.1m. This was $2.773.6m (2.6 per

cent) higher than the end of 1991-92 figure, Almost half
of the increase was due to increases in the value of land,
buildings and other structures. The average farm
busincss asset value at the cnd of 1992-93 was
$1.048.400.

Farm business aggregate net worth at the end of 1992-93
was $95,813.2m, a 2.4 per cent increase on the 199]1-92
net worth value. Average net worth values per farm
business by State at the end of 1992-93 (1991-92 in
parenthesis) were:

*  New South Wales - $933,300 ($923,700).

. Victoria - $727,700 ($683,100);

* - Queensland - $1,051,700 ($940,500);

«  South Australia - $755,200 ($655,900):

*  Western Australia - $1,057,700 ($1,038,600);

and

«  Tasmania- $762,600 ($633.600).
The average net worth of farm businesses at the end of
1992-93 was $903,400.

AYERAGE NET WORTH OF FARM

BUSINESSES BY STATE AND
AUSTRAIIA, 1801.52 AND 1992.93
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TABLE A: FARM BUSINESS PERFORMANCE MEASUREMENT RATIOS, 1988-89 TO 1992-93

NSW Vie old SA WA Tas  Australia

Profit margin 1988-89 21.1 26.9 24.5 32.5 315 248 2538
(per cent) 1989-90 21.0 237 23.1 333 273 23.1 24 4
1990-91 14.2 17.1 21.8 17.1 19.7 16.7 17.8

19971-92 13.0 19.6 166 240 13.8 14.4 16.7

1992-93 157 243 21.5 223 21.5 14.7 20.4

Return on asseis 1988-89 3.8 45 4.2 5.8 7.1 46 47
(per cent) 1989-90 3.8 4.2 42 6.8 5.8 4.5 4.6
1990-91 2.4 2.7 3.9 2.7 3.9 2.9 31

1991.92 2.0 32 2.8 4.7 2.7 2.7 29

1992-93 2.5 46 39 4.1 4.5 29 37

Return on net {958-89 4.2 4.9 43 6.5 8.0 52 53
worth 1959-90 4.4 47 48 7.6 6.7 5.1 5.2
(per cent) 1990-91 28 30 4.5 31 46 34 3.6
1991-92 2.4 3.6 3.2 5.4 3.2 33 33

1992-93 2.9 52 4.5 48 5.2 35 4.3

Return on farm 1988-89 26.1 357 31.2 457 43.9 323 336
aperating costs 1989-90 257 29.9 28.9 471 35.7 28.8 31.0
{per cent) 1990-91 16.1 19.9 26.8 19.7 23.7 19.1 20.9
1991-92 14.6 238 19.4 304 15.7 163 19.5

1992-93 18.2 31.4 26.8 277 26.7 16.9 25.0

Debt to asset 1988-89 8.7 114 8.7 9.0 9.0 9.7 9.2
ratio 1989-90 7.3 88 8.1 8.6 6.7 7.3 78
1990-94 7.6 8.8 7.9 7.2 6.2 6.5 1.6

1994-92 7.1 9.0 7.0 72 7.1 53 13

1992-93 7.2 B.3 7.2 7.3 6.4 6.1 7.2

Turnover to debt 1988-89 0.62 0.54 0.68 0.62 0.52 0.55 0.60
{dollars) 1989-90 0.69 (.56 0.66 0.56 0.61 0.62 0.63
- 1990-81 0.78 0.72 0.71 0.81 0.78 0.83 0.75
1991-92 0.88 0.69 0.81 0.71 0.76 0.91 0.78

1982-93 0.83 0.61 0377 0.74 0.71 6.90 0.75

Interest coverage 19588-89 3.2 4.6 38 4.6 5.7 42 4.1
ratio 1989-90 3.0 34 31 44 4.0 3.2 3.4
1990-91 22 2.6 32 24 2.9 25 27

1991-92 2.1 3.3 27 39 2.6 23 2.7

1992-93 29 43 3.9 39 42 2.7 ' 3.7

Interest paid as a {985-89 9.4 7.6 87 2.0 6.6 7.7 83
proporiion of 1989-90 10.8 10.1 10.8 2.7 9.0 10.6 10.2
turnover 1990-9] 12.2 10.6 98 11.9 10.2 I1.2 10.8
(per cent) 1991-92 12.2 8.7 9.5 8.1 8.4 11.1 9.8
1992-93 8.2 74 7.4 7.7 6.6 8.7 7.5

Farm operating 1988-89 30.8 75.5 78.4 71.1 718 76.9 76.8
costs as a proportion  1989-90 81.9 793 80.0 70.6 76.6 80.0 78.8
of turnover 1990-91 88.5 85.9 81.2 87.0 83.2 87.1 85.2
(per cent) 1991-92 893 82.5 85.7 78.8 88.1 87.9 85.6
1992-93 86.4 775 80.0 80.4 80.5 87.0 81.5

For explanation of terms used refer to paragraphs 77 to 85 of the explanatory notes.



TABLE B: REAL ESTIMATES, STATES AND AUSTRALIA (BASE YEAR = 1989-90)

Cash Real Cash Net Worth Real
Operating Operating Surplus Net Worth

Surplus :
Sw _ 3m S S
Australia 1958-89 52273 5,536.6 105.989.2 112.260.8
1989-90 35,3300 5,330.6 98,239.0 98,2390
1990-9} 3,142.8 3,013.4 92,768.3 §8.949.2
1991-92 3.093.0 29083 93,598.4 87.951.3
1992-93 +.080.7 3,762.7 95,813.2 88.346.0
NSW 1992-93 8113 751.6 26.870.1 24.891.7
Vie 1992-93 1,045.4 961.2 20,883.1 19,200.7
oid 1992-93 987.1 2116 22,4744 20.734.6
SA 1992-93 425.8 386.6 9.378.9 8.514.4
A 1992-93 6185 575.9 11,778.5 10,967.1
Tas 1892-93 77.1 69.9 2,393.1 2.170.1

Real estimates

Real estimates of two key statistics derived from the
Agricultural Finance Survey collection are included in
this publication. The statistics are cash operating siurplus
and net worth. Real estimates are simifar to conslant
price estimates in that they exclude the dircet cffects of
inflation. but they are slightly different measurcs, 1 the
current price value (ie the value based on the data reported
in a given vear) of a statistic can be thought of as (he
product of a price and a quantity (such as an item of
turnover), then a constant price value can be obtained by
replacing the price in the current peniod by the price in a
base period. However, some current price slatistics cannot
be regarded as the product of a price and a quantity.
Examples include income statistics, such as cash
operating surplus, and financial assets, which are
components of net worth. Both these types of statistic can
only be thought of as money, and so it is impossible lo
derive constant price estimates of them.

Nevertheless, 'real' estimates can be obtained by revaluing
them in terms of a basket of goods and services that the
money is, or could be, spent on.

Real values of cash operating surplus and net worth have
been derived by deflating the current price estimates with
the implicit price deflator (IPD) of domestic final demand.
IPDs arc themselves a derived measure, obtained by
dividing a current price estimate with the corresponding
constant price estimate, The [PD for Australian domestic
final demand is published in Table 71 of .lustrafian
National Accounts:. National Income, Expenditure and
Product (5206.0). IPDs for State fina! demand can be
derived from the current and constant price estimates of
final demand published in Tables 52 and 47 of Australian
National Accounts: State Accounts (5242.0), respectively.
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EXPLANATORY NOTES

Introduction

1. The estimates in this publication have been derived from
the 1992-93 Agricultural Finance Survey (AFS). The
survey aims to meet demands of users who require annual
financial statistics on a consistent basis across all
agricultural industries in each Statc and Australia.

2. The estimates for 1992-93 are now final and replace
those previously issued in the preliminary publication
(7506.0) released on 31 January 1994,

Scope and content

3. The population of the AFS consisted of all economic
units (management units) the principal activity of which
resulled in them being classified within Sub-division 01
‘Agriculture’ of the Australian and New Zealand Standard
fndustrial Classification (ANZSIC) and which had an
Estimated Value of Agricultural Operations (EVAQO) of
$22 500 or more.

4. The management unit is the highest level accounting
unit within a business, having regard for industry
homogeneity, for which accounts are maintained; in nearly
all cases it coincides with the legal entity owning the
business (i.e. company, partnership, trust, sole operator,
cic.}. In the case of large diversified businesses, however,
there may be more than one management unit, cach
coinciding with a 'Division' or ‘line of business'
Management units which have a predominant activity in
the agricultural sector are called farm businesses. Farm
businesses that operate establishments in more than one
State or Territory are catled ‘multi-State farm busingsses'.

5. The 1992-93 AFS consisted of approximately 3,500
farm businesses, selected at random from all in-scope farm
businesses on the ABS's business register (sec Paragraph
9.

6. Selections were made for each State and the two
Territorics and a special selection was made to cover
‘multi-State farm businesses' (refer to Paragraph 4 above).
In the tables, estimates for multi-State farm businesses and
the Northern Territory are only included in Australian
totals. Estimates for the Australian Capital Territory are
included with New South Wales. A small number of
industries, particularly the pigs, cotton, poultry and beef
cattle industries, are affected to a significant extent by
multi State farm businesses. Considerable caution needs to
be exercised in using data for those industries, classified by
State. For further details on this issue, contact Frank
McCallum on 008 - 030084,

7. The financial details collected in the AFS relate to the
agricultural and (where applicable) non-agricultural

business activities of the selected farm businesses. Any
management unit which was predominanily engaged in
non-agricultural activity was regarded as out of scopc of
the AFS cven though il may have had one or morc
establishments engaged in agriculture.

8. In most cases data values or cstimates were collected
from farm businesses by personal interview using trained
ABS intervicwers. Mail forms were used for those farm
businesses that requested them or for those in remote
localities.

Industry classification

9. The industry classification of economic units on the
ABS business register involves the valuing of physical crop
and livestock information, collected primarily in the
annual Agricultural Census, and the assessment of
predominant activity on the basis of the estimated derived
value. The valuation procedure enables the industry
classification of individual farm businesses to be
determincd annually, This classification review reflects
significant changes in activities and industry estimates.
The procedure also provides for a dampening or
‘resistance’ effect to offset instability in classifications
which would arise from short-term factors such as flood,
drought or sudden changes in market values. The
valuation procedure takes into account the area of crops
sown and numbers of livestock on holdings at a point in
time as well as the crops produced and livestock turned-ofT
during the year. A morc detailed explanation of the units
involved in agriculture and the determination of the
industry and size of these economic units is given in the
publication Agricultural Industries, Structure of Operating
Units, Australia, (71102.0).

10. Industry financial estimates in this publication are
presenied in terms of ANZSIC (Australian and New
Zcaland Standard Industrial Classification) which replaced
ASIC (Australian Standard Industrial Classification). For
the majority of industry classes in the ANZSIC
Sub-division Q1 there was either a one to onc or a many to
one correspondence from ASIC to ANZSIC. The industry
¢stimates for years prior to 1992-93 have been rc-compiled
based on ANZSIC. It has been necessary i{o make
confidential two of the recompiled ANZSIC industry
classes. They are ANZSIC 0113, Vegctable growing and
ANZSICS 0111-0112, 0152-0159, 0169, Other agriculture.
This action was necessary to prevent derivation of
confidential information.

11. In the 1991-92 AFS, the industry 'Cotton' was split
from 'Other Agriculture' and consequently subsequent data
for these industries is not comparable to previous periods.



Reliability of estimates

12, Since the estimates are based on information obtained
from a sample drawn from farm businesses in the surveyed
population, the estimates are subject to sampling
variability; that is, they may differ from the figures that
would have been produced if all farm businesses had been
included in the AFS. One measure of the likely difference
is given by the standard error, which indicates the extent
to which an estimate might have varied by chance because
only a sample of farm businesses were included. There are
about two chances in three that a sample estimate will
differ by less than one standard error from the figure that
would have been obtained if all farm businesses had been
included, and about nineteen chances in tweniy that the
difference will be less than two standard errors.

13. In this publication sampling variability is measured by
the relative standard crror which is oblained by expressing
the standard error as a percentage of the estimale (o which
it refers. The relative standard error is a useful measure in
that it provides an immediate indication of the percentage
crrors likely 1o have occurred duc to sampling, and thus
avoids the need 1o refer also to the size of the estimate.

14, As an example of the above, using the relative standard
error as the measure of reliability, a sample survey gives
an estimate of $4,000 million and the ‘relative standard
ermor is 2 per cent. The small value of the relative
standard error indicates that the estimate to which it refers
may be considered reliable. A direct assessment of
reliabitity can be performed by converting the 2 per cent
relative standard error into a standard error of $80 million.
There would be two chances in three that, if all farm
businesses had been included in the survey, a figure within
the_range of $3.920 million to $4,080 million would have
been oblained (a confidence interval of 66%). There
would be nineteen chances in twenty that the figure would
have been within the range of $3,840 million to $4.160
million {a confidence interval of 93%).

15. In particular cases, where the size of an estimate is
small compared o previous estimate values, the size of the
relative standard error may be a misleading indicator of
the reliability of that estimate. This siluation may OCcur
where, although the relative standard error is very high,
the value of the standard error compares favourably with
those of previous estimates that were considered reliable.
Accordingly, since the size of the confidence interval for
such an estimate would compare favourably with those of
past reliable estimates, we may assume that the current
estimate is as reliable. Such a sitvation may occur where
an estimate may legitimately have a positive or negative
value and, currently, is near zero (and, historically, has
had a large value). Estimates falling into the above
catcgory have been identified by a double asterisk (*¥).
{Refer to Table C Page 48.)
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16. As an example of the above, a sample survey gives an
estimate in the current year of $0.8 million with a relative
standard error of 4,766 per cent. The standard error is $39
million. There are two chances in three that if all farm
businesses had been included in the survey, a figure within
the range of -$39 million to $40 million would have been
obtained and nineteen chances in twenty that the figure
would have been within the range of -$78 million to $80
million. In this example, the previous estimate was $82
million with a standard error of $51 million. The 66%
confidence interval was $31 million to $133 million and
the 95% confidence interval was -$20 million to $183
million. It can be seen that the width of the confidence
interval for the current estimate is smaller than the
associated interval for the previous estimate. Since the
previous estimate was considered to be sufficiently
accurate we may conclude that the current estimate is as
accurate.

17. The estimate of change between two years is also
subject to sampling error. The standard error of change
depends on the level of the estimates,. When measuring
the change at the level of State, Australian and All
Industry estimates, the standard error is approximately
equal to the standard error of the 1992-93 estimate. When
measuring the change at the Industry or State by Industry
level, the standard error is approximately 1.3 times the
standard error of the 1992-93 estimate. An example of the
use of standard error for change is as follows. If the
standard error of an industry estimate is $50 million then
the standard error of the change between two vears will be
approximately $65 million. If the estimate of change is
$300 million then there are two chances in three that if ail
units had been enumerated, the change would have been in
the range of $235 million to $365 million and ninetecn
chances in twenty that it would have been in the range of
$170 million to $430 million.

18. Some of the standard errors associated with the
estimates contained in this publication are rclatively high,
It is important for users to check that the estimates are
refiable enough for the particular purpose for which they
require the statistics. It is left to the user to exercise the
necessary caution in wsing the estimates in  this
publication.

19. The imprecision due to sampling, which is measured
by the standard error, is not the only type of inaccuracy to
which estimates are subject. Other inaccuracies, referred
to collectively as non-sampling crror, may occur because
of, for example, inadequacies in available sources from
which the coverage list was compiled and imperfections in
reporting by respondents. Every effort is made to reduce
non-sampling error t0 a minimum by the use of trained
field interviewers, efficient operating procedures and
appropriate methodologies.



Variable State

New South Wales
New South Walcs

Cash Operating Surplus
Net Indebtedness

Net Indebtedness Victoria

Cash Operating Surplus Queensland
Gross Operating Surplus Queensland
Cash Operating Surplus Quecnsland
Net Capital Expenditure Queensland

Western Australia
Western Australia
Western Australia

Net Indebledness
Net Indebtedness
Net Indebtedness

Gross Operating Surplus Tasmania
Cash Operating Surplus Tasmania
Gross Operating Surplus Tasmania

TABLE C

1992-93 1992-93 1991-92

Industry Estimate  Standard Standard

Error Error

Sm Sm Sm

Beef cattle -34.8 348 280
Sugar 0.3 13.2 11.6

Beef cattle -28.9 73.7 98.8
Poultry 1.1 2.7 114

Sheep 7.3 7.7 11.9

Sheep 6.2 6.7 10.1
Sheep-beef cattle : 7.6 7.8 8.3
Pouliry 1.7 7.1 73

Sheep 75.6 78.6 108.0

Beef cattle -14.1 42.0 579
Shecp -1.6 2.7 2.0

Sheep 0.6 3.4 L5
Sheep-beef cattle -23 35 33

Comparison with the Australian National Accounts

20. At present, some differences exist between the income
and expenditure estimates incorporated in the National
Accounts and those included in this publication.

21. The National Accounts estimates measure the income
accruing from production aficr allowing for related
expenditures, while the estimates in this publication have
been based on items generally reported on a cash basis.
For instance, in the case of a farm business receiving
payment in the current year for a previous year's
production, the National Accounts would include the value
of the transaction in the previous year while the AFS
would include it in the current year.

227 The AFS measures the total sales of livestock by farm
businesses (i.¢. whether for slaughter, fattening or
breeding). whereas the National Accounts measurc only
the value of the stock sold for slanghter. Consequently,
purchases of livestock are included in the AFS estimates of
expenses but are not reflected in the National Accounts.

23. Marketing costs in the National Accounis are based on
expenses incurred in transporting farm produce between
the farm and the principal markets, whether they are paid
by the farm businesses or the buyer. On the other hand,
only marketing costs actually incurred by the farm
business are included in the AFS. In addition the National
Accounts estimates of marketing costs include the
marketing expenses of various Marketing Boards (e.g.
Australian Wheat Board) whi¢h arc not inctuded in the
AFS,

24, The National Accounts estimates for the Agricultural
Sector in practice exclude financial transactions related to
non-agricultural activity, whereas the AFS estimates
include financial data relating to all activities which are
undertaken by management units the predominant activity
of which is agriculture,

25. The National Accounts estimates of farm income relate
to ANZSIC Subdivisions 01 and 02 and hence also
include estimaies of income of management units
predominantly involved in providing agricultural services
(such as contract harvesting and aerial spraying). The
AFS only includes financial data relating to agricultural
scrvices activitics of management units which had a
predominant activity of agriculture (i.e. coded to ANZSIC
Subdivision 01). A further difference is that in the
National Accounts, payments to shearing contractors are
regarded as wages, whereas in the AFS such payments are
included under the item ‘Pavments to Contractors'.

26. The National Accounts estimates of farm production
include the value of crops and seed produced and
consumed on the farm, whereas the AFS includes only the
value of proceeds for crops sold. Similarly, the National
Accounts estimates for seed and fodder costs includes the
value of seed and fodder produced and consumed on the
holding, whereas the AFS mcasures only the value of those
items purchased.

27. No provision has been made in the AFS to calculate
depreciation, whereas the National Accounts includes an
estimate for these items. The National Accounts also
provide an estimate for the ‘equipment' component of gross
fixed capital expenditure for Division A of the ANZSIC,
which includes expenditure by the forestry, fishing and
hunting industrics. On the other hand the AFS provides
an estimate for total gross fixed capital expenditure which
includes not only expenditure on cquipment but also
expenditure on both dwellings and non-dwelling
construction. This eslimate is only for ANZSIC Division
A, Subdivision 01, *Agriculture’.

28. In view of these conceptual differences, the diffcrent
sources of the estimatcs, and the standard error, caution
should be exercised in drawing inferences from a



comparison between the AFS estimates and the estimates
in the National Accounts.

Data items

29. As a consequence of the ABS's adoption of an
integrated statistical framework, the data itcms contained
in this publication are compatible with those produced by
the ABS for the mining, manufacturing and other sectors
of the economy,

Explanation of terms used

30. Safes from crops includes proceeds from sales of cereal
grains and other crops (oilseeds, cotton, sugar cane,
tobacco, eic.) and fruit and vegetables. Included also are
premiums and amounts received from pools.

31. Sales from livestock includes proceeds from sales of
sheep, cattle, pigs, poultry, etc. Excluded are proceeds
from livestock services and artificial insemination.

32. Sales from livestock products includes proceeds from
sales of wool, mitk, epgs, etc.

33. Keni and leasing revenue {other than land) includes
proceeds from the renting and lcasing of motor vehicles,
machinery, equipment and buildings. Also included is an
inputed value for free accommodation provided to
employees other than members of family.

34, Other miscellaneous revenue inchudes both sundry
agricultural proceeds {such as proceeds from insurance
recoveries, agistment, livestock services, artificial
insemination, government relief pavments, agricuitural
services such as contract shearing, harvesting, etc.) and
also receipts from any non-agricultural activity of the farm
business.

35. Turnover includes all proceeds received during the
vear from the sale of crops, livestock, livestock products
and other miscellaneous revenue. Proceeds are the gross
receipts obtained by farm businesses prior to deductions by
agents or marketing boards. They are those receipts
abtained during the financial year and do not necessarily
relate 1o the production of that ycar. For example, receipts
from wheat could include the first advance payment on the
current scason's crop and pool paymenis received during
the year for previous crops.

36. Marketing expenses include all marketing cosis
incurred (such as commission, packaging, freight and
cartage, (nsurance, handling charges, etc.), whether
deducted by a marketing agency or authority prior to
payment to the farm business or paid directly by the farm
business. Also included are market selling expenses for
any non-agricultural activity conducted by the farm
business. It excludes tolls {compulsory loans to grain
pools, ctc.), liens/mortages, dockages, penalty payments,
overseas freight and fruit and vegetable grading charges.
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37. Purchases of livestock includes all livestock purchases,
whether for addition or replacement of the breeding herd
or store stock. Also included are freight, cartage and other
charges associated with the transportation of livestock to
the holding.

38. Payments for seed includes payments for pasture sced
and inoculum, crop seed, vegetable seed and seedlings,
young trees for orchards, windbreaks, etc. All inward
freight costs associated with the above purchases are also
included. :

39. Payments for fodder includes purchases of livestock
feed, fodder and supplements. All inward freight costs
associated with these purchases are also included.

40. Payments for fertiliser includes expenditure on
fertiliser and soil conditioners and all associated inward
freight costs.

41. Payments for crop and pasture chemiicals includes
expenditure on fungicides, weedicides, herbicides,
insecticides, pickling compounds, ctc. and all associated
inward freight charges.

42. Payments for veterinary supplies and services includes
expenditure on dips, drenches, vaccines, veterinary fees,
ete.

43. Payments for electricity includes payments to
electricity supply authorities ({excluding instaliation
charges).

44. Pavments for fuels includes pavments for petrol,
distillate, LPG and lubricants used by the farm business.

45. Water and drainage charges includes water and
drainage rates for water used for irrigation and livestock
purposes and drainage and [lood control.

46. FPayments to contractors includes payments to
contractors for wool classing, shearing, marking,
harvesting and contract spreading charges, etc and aiso for
contract work for non-agricultural activity. Payments to
contractors for the construction of fixed assets is included
under Capital Expenditure.

47. Repairs and maintenance includes repairs and
maintenance 10 motor vehicles, machinery and equipment,
buildings, structurcs and other developments.

48. Rent and leasing expenses (other than land) includes
rent and leasing expenses for motor vehicles, machinery,
equipment and buildings. Excluded are rental payments
for dwellings for the owner and family.

49. Other selected expenses includes expenditure on
registration, third party insurance and comprehensive



insurance of motor vehicles, aircraft, etc. Payments for
agistment, livestock services and antificial insemination
and other cxpenses associated with non-agricultural
activity are also included in this item.

50. Purchases and selected expenses rtefers to cash
payments made during the year by farm businesses for
goods and scrvices relating (o either agricultural or
non-agricultural activity. As with turnover, expenditure
need not necessarily relate to agricultural production for a
particular year but rather to payments made during the
vear.  Livestock purchascs have been included under
purchases and selected expenses, rather than capital
expenditure,

31, Value added is the estimate of turnover plus an
estimate of the value of increase in livestock less the
estimate of purchases and selected expenses. Value added
is a measure of an industry's contribution to total economic
activity.

52. Conceptually, the change in stocks for value added
purposcs should include data for livestock, hay and stocks
of other agricultural commodities. In this publication,
only livestock data have been included, because of their
relative significance and because of the difficulties
associated with collecting and valuing data relating to
other farm stocks.

33. Purchases of livestock such as dairy catle, sheep for
wool, and breeding stock generally should be considered to
be capital purchases, and thercfore excluded from the
calculation of wvalue added. Because of practical
considerations, all increases in livestock, whether arising
from purchases or natural increase, have been included in
the calculation of this item.

34. The estimate for the value of increase in livestock
included in value added has been derived by obtaining
opening and closing stock numbers for the financial year
for cach selected farm business and valuing thesc by
average annual prices.

55. Rates and taxes includes payments of rates {o local
government authorities, payments to vermin and weed
control authorities and other rates, taxes and licences (such
as road tax, land tax and pay-roll tax). Income and
company taxcs paid are ¢xcluded from the AFS,

56. Insurance payments includes payments on dwellings
and buildings, crops, livestock, machinery and equipment.
public lability and workers compensation.  Personal
insurance, iife assurance and payments 1o medical funds
are excluded.

37. Other expenses includes administrative expenses such
as postage and telephone charges, accountancy, farm
management consultancy fees and legal fees, business

travelling expenses, subscriptions to farmers' unions,
organisations, papers, journals, etc.; bank service charges,
office supplies and all other sundry expenses (such as
general freight charges) not already included in the above
groups of expenditure.

58. Adjusted value added 1s the estimate of value added
less the estimates of rates and taxes, insurance payments
and other expenses. Adjusted valuc added is 2 close
approximation of the concept gross product at factor cost,
as used in the National Accounts, but still subject to the
limitations outlined in Paragraphs 17 to 25 above.

59. Wages, Salaries and supplements includes payments by
farm businesses to their employces in the nature of wages
and salaries, cash payments for work done in the form of a
proportion of proceeds from sales, estimated value of
produce for payments in kind, superannuation paid by the
farm businesses, rations for employees and contractors and
the imputed value of free accommodation.

60. Gross operating surplus is the estimate of adjusted
value added less the estimaic of wapes, salaries and
supplements.

61. Interest paid includes interest paid on loans by banks,
pastoral finance companies, insurance companies and
government agencics, interest paid on loans under hire
purchase and other instalment credit and interest paid on
other amounts owing.

62. Land rent paid inciudes land rent and land lcase
payments to the government and other land rent and land
lease payments.

63. interest, land remt received includes land rent and
lease proceeds, bank intcrest and other interest from
business investments, bonds, securitics, etc.; and rovaltics
received,

64. Cash operating surplus is the estimate of LTSS
operating surplus less an estimate of the value of increase
in livestock, less estimates of interest and land rent paid,
plus estimates of interest and land rent received. Cash
operating surplus is not quite a truc measure of the surplus
available for profit since depreciation and income tax have
not been deducted.

65. Net capital expenditure on vehicles, machinery and
equipment includes expenditure on new and second hand
motor vehicles, machinery and equipment less trade-in
allowances, cash discounts and sales of existing assets.
Expenditure on repairs and maintcnance, being current
expenditure, is cxcluded.

66, Net capital expenditure on buildings, structures and
other developments includes expenditure on dwellings and
quarters for employees, buildings and structures, yards, etc
and expenditure on developments such as fences, dams,



roads and drains. K includes expenditure on new and
second hand assets less sales of existing assets.
Expenditure on repairs and maintenance, being current
expenditure, is excluded.

67. Total net capital expenditure i1s the sum of net capital
expenditure on vehicles, machinery and equipment and on
buildings, structures and other developments.

68. Value of land. buildings and other siructures includes
the value of land, buildings and other improvements leased
10 other parties. It also excludes the value of livestock,
land, buildings and other improvements leased from other
partiecs. The estimate is based on the total valuc which
respondents considered the asscts would have realised had
it been necessary to sell them at 30 June.

69, Value of motor vehicles, machinery and equipment
excludes the value of personal assets, and is estimated as
the respondents’ assessment of market value at 30 fune.

70, Value of financial assets includes the value of the
invesiments of the businesses (such as sharcholdings,
bonds, securities, and cash deposits).

71. Value of livestock has been derived by oblaining
livestock numbers as at 30 June from surveyed farm
businesses and valuing them by an average price for the
month of June.

72. Total value of assets comprises the estimates for the
value of land, buildings and other structures, motor
vehicles and machinery and equipment and the value of
livestock. It also includes estimates of the value of the
mvestments of the businesses (such as shareholdings,
bonds, securities, and cash deposits).

73. Gross indebtedness refers (0 the amounts owed by farm
busingsses at 30 June:
{a) 10 banks. pasioral companies, insurance
companies and government agencies;
(b} under hire purchasc agreements, instalment
credit and for finance leasc arrangements; and
{c) to other lenders such as suppliers, solicitors'
trust funds and local government authorities,
cle.

74, The lerm 'gross' has been used to indicate that the
amounis owing have not been reduced by the value of any
cash deposits by farm businesses with the various lending
organisations.

75. Net indebtedness is the estimate of gross indebtedness
less the estimated value of financial assets.

76. Net worth is the estimate for total valuc of asscls less
the estimate for gross indebtedness.
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Farmn business performance measurement ratios

77. Profit margin: profit margin is calculated by dividing
the cash operating surplus by turnover and expressing the
result as a percentage i.c. cash operating surplus divide by
turnover X100 cquals profit margin. In 1992-93 the profit
margin was 20.4% which meant that for every dollar of
turnover 20.4 cents of cash operating surplus was
generated.

78. Return on assets: is calculated by dividing the cash
operating surplus by the average value of farm assets.
(The average value of farm assets is calculated by
summing the asset value from the current and previous
years and dividing by two. This is done because cash
operating surplus is a flow i.e. accrues throughout the vear
and assct values are at a point in time.) The result is
expressed as a percentage. In 1992-93 the return on assets
was 3.7 per cent.

79. Return on net worth: is calculated by dividing cash
operating surplus by average net worth. Avcrage net
worth is calculated in the same way as average asset value
and the result expressed as a percentage. It represents the
return on unencumbered farm assets. In 1992-93 the
return on net worth of Australian farm businesses was 4.3
per cent.

80. Return on farm operating costs: this is calculated by
dividing cash operating surplus by operating costs. Farm
operating costs are the sum of purchases and selected
expenses plus rates and taxes pfus insurance payments plus
olher expenses plus wages and salaries and supplements
plus interest paid plus land rent paid. In 1992-93 the
return on farm operating cests was 25.0 per cent, i.e. for
every $100 of farm operating costs $25 of cash operating
surplus was generated.

81. Debt fo asset ratio: is calculated by dividing total value
of assets by gross indebtedness (both are point in time
values). The result is expressed as a ratio. At the end of
1992-93 the debt to asset ratio was 1:72 i.e. for every
dollar of debt there was $7.20 of asset backing.

82. Farm business turnover to debt: is calculated by
dividing average gross indebtedness by turnover and
expressing the result as a ratio. In 1992-93 the farm
business turnover ratio was 1:0.8 i.e. for each dollar of
turnover made there was $0.80 of debt. A one to one ratio
would mean if debt were to be paid off in a given year all
of the turnover would have to be put into debt redemption.

83. Interest coverage ratio: this is calculated by dividing
the sum of cash operating surplus plus interest paid by
interest paid. The resultant figure shows how many times
the farm interest bill could be paid out of cash operating
surplus before the deduction of interest.



84, Imterest ax proportion of turnover: calculated by
dividing intcrest patd by turnover and expressing as a
percentage. It says what proportion of farm busincss
trnover is accounted for by the farm business interest bill.
[n 1992-93 the farm business as a proportion of turnover
was 7.5 per cent.

83. Farm operating costs as a proportion of turnover:
this is calculated by dividing farm operating costs by
turnover and expressing the result as a percentage. It is an
indicator of cost effectiveness of farm opcrations. The
lower the percentage figure the more cost efficient the farm
business. In 1992-93 farm operating cost as a proportion
of wrnover was 82 per cent i.e. for every 82 cents of farm
operating costs incurred. one dollar of turnover was
generated.

Related publications
Agricultural Industries, Financial Statistics, Australia,
Preliminary Fstimates, (7506.0) - issued annually

Agricultural  Industries, Characteristies of Australian
Farms, (7102.0) - issued annually

Australian  and New Zealand Standard  Industriaf

Classification, 1993 {1292.(0)

Livestock and Livestock Products, Australia (7221.0) -
issued annually

Summary of Crops, Australia (7330.0) - issued annually

Value of Agricultural Commodities Produced, Australia,
(7503.0) - issued annually

—

52

86. Current publications produced by the ABS are listed in
the Catalogue of Publications and Products, Australia
{1101.0). The ABS also issues on Tuesdays and Fridays, a
Publications Advice (1105.0) which lists publications to be
released in the next few days, The Cataloguc and
Publications Advice are available from any ABS office.

Urpublished statistics

87. As well as the statistics included in this and related
publications, the ABS has a large amount of other relevant
unpublished data available. Enquiries should be made 10
the contact in the Phonc Enquiries box on the Contents
page of this publication.

Symbols and other usages

SE% -

nil or less than half the final digit shown
percentage standard error (see Explanatory Notes
Paragraphs 12-19)

* SE% greater than 100. Estimate included for
completeness. Sampling variability too high for
maost practical purposes (see Explanatory Notes
Paragraphs 12-19)

Sce Explanatory Notes Paragraph 15 and Table
C (Page 48)

r figure revised since previous issue
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84. interest as proportion of turnover: calculated by
dividing interest paid by wurnover and expressing as a
percentage. [t says what proportion of farm business
turnover is accounted for by the farm business interest bill.
In 1992-93 the farm business as a proportion of turnover
was 7.5 per cent.

83. Farm operating cosls as a proportion of turnover:
this is calculated by dividing farm operating costs by
turnover and expressing the result as a percentage. Tt is an
indicator of cost effectiveness of farm operations. The
lower the percentage figure the more cost efficient the farm
business. In 1992-93 farm operating cost as a proportion
of turnover was 82 per cent 1.¢. for every 82 cents of farm
operating costs incurred. one dollar of turnover was
generated.

Related publications
Agricultural Industries, Financial Statistics, Australia,
Preliminary Estimates, {7506.0) - 1ssued annually

Agricultural  Industries, Characteristics of Australian
Farms, (7102.0) - issued annually

Awstralian  and  New Zealand Standard  Industrial

Classification, 1993 (1292.0)

Livestock and Livestock Products, Australia (7221.0) -
issued annuatly '

Summary of Crops, Australia (7330.0) - issued annually

Value of Agricultural Commodities Produced, Australia,
{7503.0} - issued annually

-
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86. Current publications produced by the ABS are listed in
the Catalogue of Publications and Products, Australia
(1101.0). The ABS also issues on Tuesdays and Fridays, a
Publications Advice (1105.0) which lists publications to be
relcased in the next few days. The Catalogue and
Publications Advice are available from any ABS office.

Unpublished statistics

87. As well as the statistics included in this and related
publications, the ABS has a large amount of other relevant
unpublished data available. Engquiries should be made to
the contact in the Phone Enquirics box on the Contents
page of this publication.

Symbols and other usages

nil or less than half the final digit shown

percentage standard error {see Explanatory Notes

Paragraphs 12-19)

* SE% greater than 100. Estimate included for
completeness. Sampling variabilitv too high for
most practical purposes (sce Explanatory Notcs
Paragraphs 12-19)

SE% .

** See Explanatory Notes Paragraph 15 and Table
C (Page 48)
r figure revised since previous issue



insurance of motor vehicles, aircrafi, ¢tc. Payments for
agistment, livestock services and artificial insemination
and other expenses associated with non-agricultural
activity are alse included in this itcm,

50. Purchases and selected expenses refers 1o cash
payments made during the vear by farm businesses for
goods and services relating (o either agricultural or
nen-agricultural activity. As with turnover, expenditure
need not necessarily relate 1o agricultural production for a
particular year but rather to payments made during the
year. Livestock purchases have been included under
purchases and selected expenses, rather than capital
expenditure.

51. Value added is the estimate of turnover plus an
estimate of the value of increase in livestock less the
estimate of purchases and sclected expenses. Value added
1s a measure of an industry's contribution to total economic
activity.

52. Conceptually, the change in siocks for value added
purposes should include data for livesiock, hay and stocks
of other agricultural commoditics. [In this publication,
only livestock data have been included, because of their
reiative significance and because of the difficulties
associatcd with collecting and valuing data relating to
other farm stocks.

53. Purchases of livestock such as dairy cattle, sheep for
wool, and breeding stock generally should be considered to
be capital purchases, and therefore excluded from the
calculation of value added. Because of practical
considerations, all increases in livestock, whether arising
from purchases or naturai increase, have been included in
the calculation of this itcm.

54. The estimate for the value of increase in livestock
included in value added has been dcrived by obtaining
opening and closing stock numbers for the financial year
for each selected farm business and wvaluing (hese by
average annual prices.

55. Rates and taxes includes payments of rates to local
government authoritics, payments to vermin and weed
control authorities and other rates, taxes and licences (such
as road tax, land tax and pay-roll tax). Income and
company taxes paid are excluded from the AFS,

56. Insurance payments includes payments on dwellings
and buildings, crops, livestock, machinery and equipment,
public hability and workers compensation.  Personal
insurance, life assurance and payments to medical funds
are excluded.

57. Other expenses includes administrative expenses such
as postage and telephone charges. accountancy, farm
management consultancy fees and legal fees, business

travelling expenses, subscriptions to farmers' unions,
organisations, papers, journals, etc.; bank service charges,
office supplies and all other sundry expenses (such as
general freight charges) not alrcady included in the above
groups of expenditure.

58. Adjusted value added is the estimate of value added
less the estimates of rates and taxes, insurance payments
and other expenses. Adjusted value added is a close
approximation of the concept gross product at factor cost,
as used in the National Accounts, but still subject to the
limitations outlined in Paragraphs 17 1o 25 above.

59. Wages, Salaries and supplements includes payments by
farm businesses to their employees in the naturc of wages
and salaries, cash payments for work done in the form of a
proportion of proceeds from salcs, estimaled value of
preduce for payments in kind, superannuation paid by the
farm businesses, rations for employees and contractors and
the imputed value of free accommeodation.

60. Gross operating surplus is the estimate of adjusted
value added less the cstimate of wages, salaries and
supplements.

61. Interest paid includes interest paid on loans by banks,
pastoral finance companies, insurance companies and
government agencies, interest paid on loans under hirc
purchase and other instalment credit and interest paid on
other amounts owing.

62, Land rent paid includes land rent and land lease
payments to the government and other land rent and fand
lease payments.

63. Interest, land rent received includes land rent and
leasc proceeds, bank intercst and other interest from
business investments, bonds. sccurities. etc.; and royalties
received.

64. Cash operating surplus is thc estimatc of gross
operating surplus less an estimate of the value of increasc
in ietvestock, less estimates of intercst and land rent paid,
plus estimates of interest and land rent received. Cash
operating surplus is not quite a true measure of the surplus
available for profit since depreciation and income tax have
not been deducted.

05. Net capital expenditure on vehicles, machinery and
equipment includes expenditure on new and second hand
motor vchicles, machinery and cquipment less trade-in
attowances, cash discounts and saics of existing assets.
Expenditure on repairs and maintenance, being current
expenditure, is excluded.

66. Net capital expenditure on buildings, structures and
other developments includes expenditure on dwellings and
quarters for employees, buildings and structures, yards, etc
and expenditure on developments such as fences, dams,



VYariable State

Cash Operating Surplus New South Wales
Net Indebtedness New South Wales
Net Indebtedness Victoria

Cash Operating Surplus Queensland
Gross Operating Surplus Queensland

Cash Operating Surplus Queensland

Net Capital Expenditure Queensland

Western Australia
Western Australia
Western Australia

Net Indebtedness
Net Indebtedness
Net Indebtedness

Gross Operating Surplus Tasmania
Cash Operating Surplus Tasmania
Gross Operating Surplus Tasmania

TABLE C

1992-93 1992.93 199192

Industry Estimate  Standard Standard

Error Error

Smr S Em

Beef cattle -34.8 348 28.0
Sugar 0.3 13.2 11.6

Beef cattle -28.9 73.7 98.8
Poultry 1.1 2.7 11.4

Sheep 73 7.7 11.9

Sheep 6.2 6.7 10.1
Sheep-becef cattle 7.6 7.8 8.3
Poultry 1.7 7.1 7.3

Sheep 75.6 78.6 108.0

Beef cattle -14.1 42.0 37.9
Sheep -1.6 2.7 2.0

Sheep 0.6 3.4 1.5
Sheep-beef cattle -2.3 33 33

Comparison with the Australian National Accounts

20. At present, some differences exist between the income
and expendilure estimates incorporated in the National
Accounis and those included in this publication.

2i. The National Accounts estimates measure the income
accruing from production after allowing for related
expenditures, while the estimates in this publication have
been based on items generally reported on a cash basis.
For instance, in the case of a farm business receiving
payment in the current year for a previous year's
production, the National Accounts would include the value
of the transaction in the previous year while the AFS
would include it in the current year.

22" The AFS measures the total sales of livestock by farm
businesses (i.e. whether for slaughter, fattening or
breeding), whereas the Naticnal Accounts measurc only
the value of the stock sold for slanghter. Consequentty,
purchases of livestock are included in the AFS estimates of
expenses but are not reflected in the National Accounts.

23, Marketing costs in the National Accounts are based on
expenscs incurred in transporting farm produce between
the farm and the principal markets, whether they are paid
by the farm businesses or the buyer. On the other hand,
only marketing costs actually incurred by the farm
business are included in the AFS. In addition the National
Accourts estimates of marketing costs include the
marketing expenses of various Marketing Boards (e.g.
Australian Wheat Board) which arc not included in the
AFS.

24, The National Accounts estimates for the Agricultural
Sector in practice exclude financial transactions related to
non-agricultural activity, whereas the AFS estimates
include financial data relating to all activitics which are
undertaken by management units the predominant activity
of which is agriculture.

25. The National Accounts estimates of farm income relate
to ANZSIC Subdivisions 01 and 02 and hence also
include estimates of income of management units
predominantly involved in providing agricultural services
(such as contract harvesting and acrial spraying). The
AFS only includes financial data relating to agricultural
scrviges activitics of management units which had a
predominant activity of agriculture (i.e. coded 10 ANZSIC
Subdivision 01). A further difference is that in the
National Accounts, payments to shearing contractors are
regarded as wages, whereas in the AFS such payvments are
included under the item "Payments to Contractors'.

26. The National Accounts estimates of farm production
include the value of crops and seed produced and
consumed on the farm, whereas the AFS includes only the
value of proceeds for crops sold. Similarly, the National
Accounts estimates for seed and fodder costs includes the
value of seed and fodder produced and consumed on the
holding, whereas the AFS measures only the value of those
items purchased.

27. No provision has been made in the AFS to calculate
depreciation, whereas the National Accounts includes an
estimate for these items. The National Accounts also
provide an estimate for the 'equipment’ component of gross
fixed capital expenditure for Division A of the ANZSIC,
which includes expenditure by the forestry, fishing and
hunting industrics. On the other hand the AFS provides
an estimate for total gross fixed capital expenditure which
includes nol only expenditure on cquipment but also
expenditure on both dwellings and non-dwelling
construction. This estimate is only for ANZSIC Division
A, Subdivision 01, 'Agriculture’.

28, In view of these conceptual differences, the diffcrent
sources of the cstimates, and the standard error, caution
should be exercised in drawing inferences from a
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EXPLANATORY NOTES

Introduction

1. The estimates in this publication have been derived from
the 1992-93 Agricultural Finance Survey (AFS). The
survey aims to meet demands of users who require annual
financial stalistics on a consistent basis across all
apricultural industries in each State and Australia.

2. The estimates for 1992-93 are now final and replace
those previously issued in the preliminary publication
(7506.0) released on 31 January 1994,

Scope and content

3. The population of the AFS consisted of all economic
units (management units) the principal activity of which
resulted in them being classified within Sub-division (1
"Agriculture' of the Australian and New Zealand Standard
Industrial Classification (ANZSIC) and which had an
Estimated Value of Agricultural Operations (EVAQO) of
$22.500 or more.

4. The management unit is thc highest level accounting
unit within a business, having regard for industry
homogeneity, for which accounts are maintained; in nearly
all cases it coincides with the legal entity owning the
business (i.e. company, partnership, trust, sole operator,
etc.). In the case of large diversified businesses, however,
there may be more than one management unit, each
coinciding with a 'Division’ or ‘'line of business'
Management units which have a predominant activity in
the agricultural sector are called farm businesses. Farm
busincsses that operate establishments in more than one
State or Territory are called 'multi-State farm businesses',

5. The 1992-93 AFS consisted of approximately 3,500
farm busincsses, selected at random from all in-scope farm
businesses on the ABS's business register (se¢ Paragraph
9.

6. Selections were made for each State and the two
Territories and a special selection was made to cover
'multi-State farm businesses' (refer to Paragraph 4 above).
[n the tables, estimates for multi-Stat¢ farm businesses and
the Northern Territory are only included in Austratian
lotals. Estimates for the Australian Capital Territory are
included with New South Wales. A small number of
industries, particularly the pigs, cotton, poultry and beef
cattle industries, are affected to a significant extent by
multi State farm businesses. Considerable caution needs to
be exercised in using data for those industries, classified by
State. For further details on this issue, contact Frank
McCallum on 008 - 030084,

7. The financial details collected in the AFS relate to the
agricultural and (where applicable) non-agricultural

business activities of the selected farm businesses. Any
management unit which was predominantly engaged in
non-agricultural activity was regarded as out of scope of
the AFS even though it may have had one or more
establishments engaged in agriculture.

8. In most cases data values or estimates were collected
from farm businesses by personal interview using trained
ABS interviewers. Mail forms were used for those farm
businesses that requested them or for those in remolc
localitics.

Industry classification

9. The industry classification of economic uniis on the
ABS business register involves the valuing of physical crop
and livestock information, collected primarily in the
annual Agricultural Census, and the asscssment of
predominant activity on the basis of the estimated derived
value. The valuation procedure enables the industry
classification of individual farm businesses to be
determined annually. This classification review reflecis
significant changes in activities and industry estimates.
The procedure also provides for a dampening or
‘resistance’ effect to offset instability in classifications
which would arise from short-term factors such as flood,
drought or sudden changes in market values. The
valuation procedure takes into account the area of crops
sown and numbers of livestock on holdings at a point in
time as well as the crops produced and livestock turncd-off
during the year. A more detailed explanation of the units
involved in agriculture and the determination of the
industry and size of these economic units is given in the
publication Agricultural Industries, Structure of Operating
Units, Australia, (7102.0).

10. Industry financial estimates in this publication are
presented in terms of ANZSIC (Australian and New
Zealand Standard Industrial Classification) which replaced
ASIC (Australian Standard Industrial Classification). For
the majority of indusiry classes in the ANZSIC
Sub-division ¢1 there was cither a one to one or a many to
one correspondence from ASIC to ANZSIC. The industry
estimates for ycars prior to 1992-93 have been re-compiled
based on ANZSIC. It has been necessary to make
confidential two of the re-compiled ANZSIC industry
classcs. They are ANZSIC 0113, Vegetable growing and
ANZSICS 0111-0112, 0152-0159, 0169, Other agriculture.
This action was necessary to prevent derivation of
confidential information.

1. In the 1991-92 AFS, the industry 'Cotton' was split
from 'Other Agriculture' and consequently subsequent data
for these industries is not comparable to previous periods.



44

‘10012 tionEIndwos 1o etecl |

2 VIerin! SLIV'SOI 4 8806901 2 I et 0'9L5'81 06161 £ L080'p 0'660'E 8TIv'e [may.
9 ETLEEL 8180°8¢ 00TS'SE $ POy CEIP'E PSRy § 60171 I'+#30'1 L9ITl 19A0 pUe 000'007
T L8ge's 1 ) preL's o TG 0'960'1 LE01'1 o LT 1'26Z P67 666°661-000°001
IiT ovep't PETs L 8LL6L Y 6'6L1'T 66FE' 1 o P6lE £6LT 6'E6¢ 666'66-000°05
2 98£9%6 ¥ 108°6 TLPS'R & 9w £eor'l LOSE' 5 OPIE 910¢ AL 666 6¥-000'ST
6§ Lo L'61S6 6609t § Tl RIT'T 0eIzt g 861 #'90¢ SEIT 666'PZ-000'01
6 6001 8°6E8'01 vIH'6 6  9TI 9'9¥Z°1 £ppll 6 6C8 068 6°SL 666'6-000'S
(1 o0 00 I'l - - — 10 (v oo 00 00 666'%- 1
2 L6IP'ET L81T'LT ['8F5'9T g e $I10Z'E PLI9'E 4= EE08- L'i86— YELE N
wg w§ wy {g) ssaupargapur 5040y \o ang

%HS %Has IS

£6-2661 Z6° 1667 [6-0661 £6Z66f 61667 16-06671 E6-Z667 z657 1661 16-0661
$12550 fo anoa foa g 1200UN] JOO | snyd.ms Sptpasdo ysoo joto g
SRVLSAPUL 11D - 2Ty
£6-766T OL [6-0661 ‘VI'TVILSNY
'SLASSY J0 ANTYA ANV YTAONUNL ‘SO1dUNS ONLLYEAIO HEVD ‘SSANTALATANI SSOU D A0 AZIS Ad SASSANISEE WHVA BT ATIVL

‘foi1a vonmnduad 10 ere(] [
£ LL6P'T F0z8'l 09907 £ RLUES TEI8YI SOPI'TI H 150901 PE9'601 €801 Mo
2 bCHT 612 6'F9Z B ROEH'T 6908 [ 06’1 §  6¥69l1 EPL'ST ZIrLt 12A0 U (00'00T
£ 898 gL 06 [ k49 §Tve 6004 0 9It'9 9L’ Lot's 666'661-000°001
& Tl £ €01 801 Bl C06L 9'£98 L6 OF  bs1'6 o16'L £6£'01 666'66-000°05
Zi sl 98I 6011 Zr oot SRl 69€L 6 997! jorTord | 8LT'TI 666'67-000'6T
YA 501 L2t Pl 5906 §128 9°008 AT d | ILZP1 £TT'El 666'F7-000°01
80T 1°€51 IS §T &TRI'I 6LLT] T'FOI'1 g 9011 £5Z'51 726'v1 666'6-000'S
- - — 00 {1 oo oD o (N o 0 61 6661
A 1 Y 6924 I'606 —  Ui8%'% gier's T189'5 ¢ ¢BY'[Z £57'8T F8lo7 N
g wg ‘oN (g) ssaupaigapur sso20 fo 2215

%3S %3S IS

£6-766{ 6 1667 f6-0661 £6-2861 Z6- 1661 1870661 5677667 7677661 16-0667
piod jsasam jriof sfaupaigapu sso4f fo1e g 335820 q uLpf Jo iaqump)

salushpn je - aemmmoidy

£6-7661 O.L I6-0661 ‘VITYALSNY

‘QTvd LSAUIENI ANY SSANQALITANI SSOHD J_m_mEDZ ‘SSENAHLAFAN] SSOHD 40 AZIS A4 SASSANISNE WHYA €1 TT4V.L



42

(soopN Asoreuerdxy

2 jo g -7 1 sydriiiereg 01 1ap03]) (S1RWMSS A1) JO J03I3 pIepUers Y1 01 [enbo $111 SUFYM DIBWNSD SINSOPUT [V SY1 30] 1000XT) DILWMED DI FO JOLD PIRPUELS 911 SOWM §' [ ST sIe0k om] uesmiaq afuryo JO 1013 pIPPURIS ' F T ON
smop] Aroteuerdyq gt jo 9 ydeaFernd o1 1ayey (2} atiosuUFe sewc) oy SPIRLINSS QYT UL POPTL[DIN ALDM LOVIOT) IAF MBUMSS 91 Z6-T66T
©110U] (p) JA0q-dInys-uIRI) s PAPAToOUT STEWMEs pUe =Elg stp ut weoywdis wu Ansapup (3)  o03seAT] UT 95ERLIUT A1) JO Su(EA SI 10§ FIEUTISD UR SIPN[IXH () HP01SIAT] UT SSE2011 D13 JO IN[EA DU} I0F TEWMS UL SIPHYIU] (e)

LA 13 i) S61°E £70°¢ 6 €81 ‘du du - - -— — SISSIUISNE WLIL) Jo JAqIUNN
oI T'E6ET yv20'T £ ¥i LG8 du du - — — — GuUOom 12N
67 $'89¢ brbe 8¢87 6f  LOT ‘du du - — — — SS3UPRIGIPUT 19N
g TUY LEit oror S A 4 du ‘du - — - - $SUPAGIPUL §5011)
6  £698'C 1°86¢'2 F119'T ZI 0Ell du du - - — -— S19SSE JO INEA [RIC],
¥O9ly 987 TLE £2 0% du du - — - — arnmpuadxs Jenndes 10U [0 ]
£ UL T69 208 2z 09 du du - - — — (wsn(dins Sunriado ysey
& S5y £'es €% 9z Ll du du - — — — pred 1513141 [R10],
¢f  0g01 9121 £'eh 61 ¥6 “du “du -~ - — —_ snfdins Bumrsado ssoury
9 9'g91 6641 981 ¥ 091 dv du - — — — P3ppe onfea paisnlpy
§ 8T 9’012 £r8I1 £ 981 du ‘du - - — — (»)pappe sn[Ep
yoLYOE iz 80LT b4 B ¥4 du du - — — — sasuadya patoaes pue saseyaIng
L S %4 L8y L'v8Y I 9o du “du - - — — I3A0wn |,
£ 8L 6991 681 g6 LT “du “du - — - — s19npordi YOOIS3A][ WOIJ s3[es
4 1'eel g1 CLet 9F 97 du “du _ - — - NI01SIAN WoJJ 53[e§
L ®E6l S 191 tigl 9f €% du du - — — - sdoss woiy safeg
wg usg g wig wg wg wg wig g sutajt
%HS EYAY EAY
£6-2667 261661 16-0681 562661 T6-1667 760667 £6-2661 1671661 16-066F
(3} savasmps o B BSIOISIOTHIOTIIO 2970
2.mipnorly (0) d4mymor1o fa) wono
43410
- — - e 8 €F 88 9 S bl 098 8L 538S3UISNQ WLAE) JO JIGWNN]
- = — — 77 6l [ 691 b S () £ 6bp TeUb Juom 19N
- — — — £ 6% I'vl 1'9 §Z 119 05L 9 $S3UpsIapI 1aN
- — — - ef 8L 861 $9 oz 178 $'18 AL SSAUPSIGIPUL SSOLD)
- — — — 9 LT 0% t'ET or  $EIS L'9ES 656 S13SSE JO an|eA [10],
— = — — g Ll vl 90 67 T¥l 101 0l annpuadxe [ndes jou jeo ]
— - — — s 20 sl 9 8 6LT 67T v5T (ysnydms gumessdo ysen)
- — — — Pz 50 ¢l 60 iz g0l 811 601 pied 1saoun er0 |
- - — - 7780 66 g1 v o TLe sojdins Sunsssdo ssoin
- — — — o6l £L 82 2l 0¥s 0¥ SEp Pappe 3a]ea pansnfpy
- - — — 2 (a4 £8 £e i rmw 909 £6b (e)pappe anfep
—_ = — — 86 871 vi 6  $€9 6€9 $8s sasuadya paroafas pue saseyung
- — — — § €1l '8l S0l At Al €811 £501 Joaown ]
- — — — ff D o1 b0 ] 0'oR 208 €74 s1onpold YoeIsaAl] wkly sa[eg
- — — — 9 &6 L€l b8 iz Lst 1ot £TT Yo0183A1] W01 s
- — — — ¥z 9l 0T ol £ L2 L01 09 sdoio wo.g sajeg
wiy wg wig we wy g wig we g sy
B : BHS %S
£6-2861 261667 [6°0661 £6-2661 761661 76-0667 £6°2661 Z6-1661 16-066F
1970 Isio ogro
ioéng &g #npo Lo

panutiuo>— g6-7661 O.L 16-0661 'VINVIWSYL ‘AULSNAN] A “SASSANISNE WAV *SILLSILY.LS TYIONYNLA 03003748 A0 SALYOHAUDHY 0L TTAVL






