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Whole Farm Level

Nr. Name of variable Explanation / definition

Cost structure used for profitability calculations

Cash cost Cash costforpurchased feed, fertiliser, seeds, fuel, maintenance, land rents, interest on liabilities, wages paid, veterinary costs
plus medicine, water, insurance,accounting, etc (excl. VAT).

Costfrom the profitand lossaccount Cash cost +depreciation.

Depreciation Lineardepreciation on machinery and buildings, calculated on replacementvalues.

Factor cost Sum oflabour,land and capital cost (including opportunity cost).

Non-factor cost The residualoftotal costless factor costsincluding depreciation.

Opportunity cost Calculated costforusing own production factors like labour (family working hours *wage for qualified locallabour, land (own

land *regionalland rents)and capital (non-land equity *long-term governmentbonds interestrate).

Price indices in national currencies

Domesticimpact The change in costs associated with changes in domestic prices and productivity with the USD exchange rate kept constant.
Exchangerate impact The changein costs associated with changesin the USD-exchange rate with nationalprice and productivities kept constant.
GDP-Deflator Itisa price index measuring changesin pricesofallnew,domestically produced, finalgoodsand servicesinan economy.GDP

stands for gross domestic product, the totalvalue ofallgoodsand services produced within thateconomy during a specified
period.The listof GDP-deflators used is provided in Annex A.1.

Realprices Realpricesare derived by adjusting nominal (market) prices forinflation.To do this,an appropriate deflator has to be chosen.
Forthis exercise, the decision was made forthe GDP-deflatorasitreflectsallgoods and services of the economy.To obtain the
realprice index from the nominalprice index the following calculation was performed:Nominalprice index /GDP-deflator *
100.

Calculation flow on whole farm level

Total receipts
marketreturns enterprises
coupled governmentpayments enterprises
decoupled paymentswhole farm level
- Total expenses
variable costs enterprises (direct costs)
fixed/overhead costswhole farm
paid wageswhole farm
paidland rentwhole farm
paid intereston liabilitieswhole farm
NET CASH FARM INCOME
- Depreciation
+/- Changeininventory
+ Intereston savings
+/- Capitalgains/losses
= PROFIT, FARM INCOME
- Opportunity costs
(+calculated interston own capital)
(+calculated renton land)
(+calculated costforown labour)
= RETURN TO MANAGEMENT
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