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L. Thian{ay(Ak (The Straight-ine method )
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n = wmeismsiime (Thgsy)
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Total returns = break — even supply (BE) * price (p) = BE *p
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_ vc? VC
Total costs = fixed costs(FC) + { (BE) E =FC+ (BE * E>

Principle of the Break-even point (BEP):

Total returns = Total costs

VC
So:BE*szC+<BE+—>

up
Ve
BE (p ——) = FC
up
o _FC
L,V
up

VC . .
1 = variable costs per unit of produce
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1 2 3 4 Yearly total
DA, DAl. DAl. DAl. DAl.
Inflow/Receipts
+ sales: crops 5,000 20,000
+ sales: livestock and products 2,000 5,000
+ loans to be received 8,000 20,000
+other receipts 300 2,000
Total income 15,300 47,000
Outflow/payments
- New capital investments 1,500 5,000
-Machinery replacement
-Machinery cash costs 1,000 2,500
-other production costs 1,500 6,500
-Marketing costs 300 1,000
-other costs 1,000 6,000
-Interest of loan 1,000 2,500
-Household and living expenses 2,500 10,000
-Taxes 200 1,500
Total outflow 9,000 35,000
Before loan repayment:
Surplus 6,300 12,000
Deficit
Loan repayment 7,000 10,000
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Bank balance at end of period
Positive 2,000
Negative 700
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DA. DA DAl. DAl DAl

(In Dfl. 1,000.=)
Inflow/receipts
+Crops 4.0 5.0 4.0 20.0 16.0
+sales livestock 2.5 2.0 2.5 5.0 2.0
+loan receipts 8.7 8.0 8.7 20.0 11.3
+other receipts 0.2 0.3 0.2 2.0 1.8
Total receipts 15.4 15.3 15.4 47.0 31.6
Outflow/receipts:
-new capital investments

1.0 1.5 1.0 5.0 4.0
-machinery replacement
-machinery cash costs 1.2 1.0 1.2 2.5 1.3
-other production costs 1.0 1.5 1.0 6.5 5.5
-marketing costs 0.3 0.3 0.3 1.0 0.7
-other costs 0.95 1.0 0.95 6.0 5.05
-Interest of loan 1.1 1.0 1.1 2.5 1.4
-Household and living | 3.0 2.5 3.0 10.0 7.0
expenses
-Taxes 0.25 0.2 0.25 1.5 1.25
-Total outflow/payments 8.8 9.0 8.8 35.0 26.2
Before loan repayments
Surplus 6.6 6.3 6.6 12.0 54
Deficit
loan repayment 6.6 7.0 6.6 10.0 3.4
Bank balance at end of period
positive 2.0 2.0
negative 0.7
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MmNk &.¢.m: BUINGMANIUIBA S STMIRnadRimSuigy

Yearl Year2 Year3 Year4 Yearb
(in Dfl. 1,000.=)
Inflow/receipts:
+sale of farm products 20.0 30.0 45.0 50.0 55.0
+Loan receipts 87.0 15.0
+other receipts 5.0 3.0 6.0 5.0 5.0
Total inflow/receipts 112.0 48.0 51.0 55.0 60.0
Outflow/payments:
-new capital investments 80.0 10.0 5.0
-production costs 5.0 7.5 10.0 12.5 15.0
-other costs 10.0 11.0 12.0 13.0 14.0
-Interest of loan 4.0 5.0 5.0 4.5 4.0
-Household/living expenses 10.0 11.0 12.0 13.0 13.0
-Taxes 3.0 3.5 4.0 5.0 5.5
Total outflow/payments 112.0 48.0 48.0 48.0 51.5
Before loan repayments
Surplus 3.0 7.0 8.5
Deficit
Loan repayment 3.0 7.0 8.5
Bank balance at end of period
Positive
Negative 87.0 102.0 99.0 92.0 83.0
phiwsnu@ginsinmimavgwinpuiiogodigm:s  HEMISMIMAUSWIANURRIW:

inuidigiaiys i) siiys
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Gross output = (A+B) - (C+D) +E+F + G

Closing value livestock/poultry

Sales of livestock/poultry + i
Subtotal A+B A+B
Opening value livestock/poultry C
Purchases of livestock/poultry + _D_
Subtotal C+D C+D
(Other) cash income/sales
E
- G
Home consumption of produce (ATE)—(C+D)TEIFIC
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9.a. Gross Margin
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5556@551%556\:3 (Return to capital or return to investment)
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Return to total capital

Rate of return to capital(%) = x 100 (a)

Total farm assets
Return to total capital is found in the following way ( ﬁnpmﬁiﬁeqsmim SAMNINW):
Net farm income factor income (ﬁ%ﬂmﬁggﬁﬁfﬁgﬂS(

Plus interest paid (YAGAMWMITNA(

Less opportunity cost of land ) ﬁﬁﬁ%g??ﬂ m%sﬁ(
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Less opportunity cost of labour and management) ﬁﬁﬁfgﬁmmfsﬁnﬁﬁnmﬁg Sy
[AUTAR(

Equals return to capital (16384 Gannifiifugs)
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(#) Return to equity is (6npmﬁtﬁaqsgm'j)s

Net farm income factor income ( G0 mﬁqgﬁﬁfﬁ'gﬂ S(

v

Less opportunity cost of land ) ﬁﬁfﬁgﬁfﬂ ﬁﬁsﬁ(
Less opportunity cost of labour and management) ﬁﬁﬁi‘g?mmfsﬁnﬁﬁnmﬁg 84
[AUTAR(

Equals return to equity (16384 Ganmufiifussna)
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Return to equity
net worth/Owners equity

X 100%

9.8 (PASRABAN g%sag:mﬁs{? 12838 (Factor income or net farm income)
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Enterprise

Total

Cash

Costs

SwG:taNu

Depreciation
(Intermediate

deliveries)

Gross

=
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Non Opportunity costs of : Enterprise
Factor
land labour capital
or
Gross costs | Cash Enterprise
Net income
costs
Enterprise profit
Margin
Output
mt?mﬁéngmﬁﬁﬁ?ig]smsthhm:nh
Gross Intermediate
depreciation
Gross
Margins Deliveries
Opportunity Factor
Costs of: Income
Margin
Individual To and from Labour Or
Land Net farm
capital income
farm Management
enterprise Enterprises income
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mNi 9.9 MAMARIDAGANU ML

CASH NON-CASH
Livestock: Livestock:
*sales minus purchases (+) *closing value minus
Opening value (+)
Produce: *home consumed (+)
*marketed (+) *given away (+)
Produce:
*home consumed (+)
*given away (+)
*intermediate deliveries to (an) other
enterprise (s) of the farm

Subtotal 1 subtotal 2

GROSS OUTPUT subtotal 3 =subtotal 1 + subtotal 2

*consumed purchased feed (+)
*maintenance of lasting assets (+)
*other costs (+)
Subtotal 4

GROSS MARIN subtotal 5 = subtotal 3 — subtotal 4
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*depreciation of

lasting assets (+)
*intermediate deliveries from

(an) other enterprise (s)

of the farm (+)

Subtotal 6

ENTERPRISE FACTOR INCOME OR NET ENTERPRISE INCOME Subtotal 7 = subtotal 5 —

subtotal 6
Opportunity costs of
*land (+)
*labour (+)
*capital
(investments) (+)
Subtotal 8

ENTERPRISE PROFIT subtotal 9 = subtotal 7 — subtotal 8

MmNl B0 MAMARINATHNUDENS

(RUAYHAY)

Column a Column b

CASH NON-CASH
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GROSS MARGINS OF:

Enterprise/subsystem A

Enterprise/subsystem B

Enterprise/subsystem C

Etc.

Sub-total columns a, b

Sub-total columnsa + b

MINUS
INTERMEDIATE DELIVERIES (ID):

From enterprise/ subsystem . . to..

From enterprise/ subsystem..to..

From enterprise/ subsystem..to..

Etc.

GROSS MARGIN (farm as a whole )

Sub-total columns a, b

Sub-total columnsa + b

MINUS
NON-CASH COSTS:

Depreciation of assets

Opportunity costs of

- lLand
- Labour
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- capital

Sub-total a, b
MANAGEMENT INCOME

Sub-total columns a + b

FARM FAMILY LABOUR INCOME = FACTOR INCOME minus
OPPORTUNITY COSTS of LAND
and CAPITAL

OR
FARM FAMILY LABOUR INCOME = MANAGEMENT INCOME plus

OPPORTUNITY COSTS of LABOUR

5.99 msgmaasi’meﬁs{‘sﬁg

MIMARINRAGAY (NSMAWamywmimanois Shaunmuuisi) B
m&:fm"mwt:mmzﬁmugmmﬁh&gm%saﬁmﬁ wwmimassimagumusigihdanm
SuSnmuiidiann S aSHMBRUGNNMINMYUIAATENNRY USAISFIHI: Ry
AR Internal Rate of Return (IRR) Net Present Worth (NPW) S% Benefit/Cost Ratio
(B/C)4 wsifiangguistgsfivmimimanigindny:

matiinin: mimas:hwilvapil aasisifamneadnmRngan
ARIATYHEMARIe1g)alR UG NIEAR AR
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V. MmaEAG: MTmAIS:UTLWwAINY IWABHTS A RE ARG
IUMN 9.99.9 tIMAMNg

A Aihamim nfjﬂﬂ m/ﬁfﬁ“lﬁﬁjm S Sﬁfmﬁ'ﬁi[ﬁ]ﬁ
mwﬁummnummmmaﬁ H” J9
Economics Agriculture Accountancy
1 | ]
Farm budgets
Farm Agricultural
income project
analysis analysis
| |
| 1 | 1
Farm Net farm income Financial Economic
Enterprise/subsystem Or analysis analysls
| |
1 1 1
Gross Farm Farm Farm Farm Net
output family family family family net benefit
labour invest- manage benefit
income ment ment
or income income
dispose-
able
infAme
Net f'aneg"en? Incremental
OUtpUt arm EHE.lt benefit
l net benefit
Gross I I
- Internal Internal
margin
financial rate economic
of return* rate of
. (percentage) return®
Profit (percentage)

"FAO (2011). Livestock for traction and transport: world trends, key issues and policy implications. Animal Production and
Health Working Paper, Food and Agriculture Organization
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