
Glossary of terms used in agri benchmark

Whole Farm Level

Nr. Name of variable Explanation / definition

Cost structure used for profitability calculations
C a s h  c o s t C a s h  c o s t fo r  p u rc h a s e d  fe e d , fe rtilis e r , s e e d s , fu e l, m a in te n a n c e , la n d  re n ts , in te re s t o n  lia b ilit ie s , w a g e s  p a id , v e te r in a ry  c o s ts  

p lu s  m e d ic in e , w a te r, in s u ra n c e , a c c o u n tin g , e tc  (e x c l. V A T ).
C o s t fro m  th e  p ro fit  a n d  lo s s  a c c o u n t C a s h  c o s t + d e p re c ia tio n .
D e p re c ia tio n L in e a r  d e p re c ia tio n  o n  m a c h in e ry  a n d  b u ild in g s , c a lc u la te d  o n  re p la c e m e n t v a lu e s .
F a c to r  c o s t S u m  o f la b o u r, la n d  a n d  c a p ita l c o s t (in c lu d in g  o p p o rtu n ity  c o s t).
N o n -fa c to r  c o s t T h e  re s id u a l o f to ta l c o s t le s s  fa c to r  c o s ts  in c lu d in g  d e p re c ia tio n .
O p p o rtu n ity  c o s t C a lc u la te d  c o s t fo r  u s in g  o w n  p ro d u c tio n  fa c to rs  lik e  la b o u r  (fa m ily  w o rk in g  h o u rs  * w a g e  fo r  q u a lifie d  lo c a l la b o u r, la n d  (o w n  

la n d  * re g io n a l la n d  re n ts ) a n d  c a p ita l (n o n -la n d  e q u ity  * lo n g -te rm  g o v e rn m e n t b o n d s  in te re s t ra te ).

Price indices in national currencies
D o m e s tic  im p a c t T h e  c h a n g e  in  c o s ts  a s s o c ia te d  w ith  c h a n g e s  in  d o m e s tic  p r ic e s  a n d  p ro d u c tiv ity  w ith  th e  U S D  e x c h a n g e  ra te  k e p t c o n s ta n t.

E x c h a n g e  ra te  im p a c t T h e  c h a n g e  in  c o s ts  a s s o c ia te d  w ith  c h a n g e s  in  th e  U S D -e x c h a n g e  ra te  w ith  n a tio n a l p r ic e  a n d  p ro d u c tiv it ie s  k e p t c o n s ta n t.

G D P -D e fla to r It  is  a  p r ic e  in d e x  m e a s u rin g  c h a n g e s  in  p r ic e s  o f a ll n e w , d o m e s tic a lly  p ro d u c e d , fin a l g o o d s  a n d  s e rv ic e s  in  a n  e c o n o m y . G D P  
s ta n d s  fo r  g ro s s  d o m e s tic  p ro d u c t, th e  to ta l v a lu e  o f a ll g o o d s  a n d  s e rv ic e s  p ro d u c e d  w ith in  th a t e c o n o m y  d u rin g  a  s p e c ifie d  
p e r io d . T h e  lis t  o f G D P -d e fla to rs  u s e d  is  p ro v id e d  in  A n n e x  A .1 .

R e a l p r ic e s R e a l p r ic e s  a re  d e r iv e d  b y  a d ju s tin g  n o m in a l (m a rk e t) p r ic e s  fo r  in fla tio n . T o  d o  th is , a n  a p p ro p ria te  d e fla to r  h a s  to  b e  c h o s e n . 
F o r  th is  e x e rc is e , th e  d e c is io n  w a s  m a d e  fo r  th e  G D P -d e fla to r  a s  it  re fle c ts  a ll g o o d s  a n d  s e rv ic e s  o f th e  e c o n o m y . T o  o b ta in  th e  
re a l p r ic e  in d e x  fro m  th e  n o m in a l p r ic e  in d e x  th e  fo llo w in g  c a lc u la tio n  w a s  p e rfo rm e d : N o m in a l p r ic e  in d e x  / G D P -d e fla to r  * 
1 0 0 .

Calculation flow on whole farm level

Total receipts
+ m a rk e t re tu rn s  e n te rp r is e s
+ c o u p le d  g o v e rn m e n t p a y m e n ts  e n te rp r is e s
+ d e c o u p le d  p a y m e n ts  w h o le  fa rm  le v e l
– Total expenses

+ v a r ia b le  c o s ts  e n te rp r is e s  (d ire c t c o s ts )
+ fix e d /o v e rh e a d  c o s ts  w h o le  fa rm

 + p a id  w a g e s  w h o le  fa rm
+ p a id  la n d  re n t w h o le  fa rm
+ p a id  in te re s t o n  lia b ilitie s  w h o le  fa rm
 = NET CASH FARM INCOME
– D e p re c ia tio n

 + / - C h a n g e  in  in v e n to ry
+ In te re s t o n  s a v in g s

 + / - C a p ita l g a in s  / lo s s e s
 = PROFIT, FARM INCOME
– O p p o rtu n ity  c o s ts

(+ c a lc u la te d  in te rs t o n  o w n  c a p ita l)
(+ c a lc u la te d  re n t o n  la n d )
(+ c a lc u la te d  c o s t fo r  o w n  la b o u r)

 = RETURN TO MANAGEMENT
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