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INTRODUCTION

Benchmarking analysis
and interpretation is a
means of objectively identifying opportunities to
improve management and
increase farm profitability.
AgInsights Volume 20
presents benchmarking
data from the 2016 to
2017 period and examines
those factors that led to
the variation in financial
performance between
participants.

INTRODUCTION
Holmes Sackett’s farm benchmarking is distinctive because
it measures both the financial
and production performance
of farm managers. Benchmarking identifies the strengths and
weaknesses of a farm business
by comparing results with other
farming par ticipants. The value
in benchmarking is delivered
when oppor tunities for improvement in profitabilit y are identified and strategies for change
are implemented.

The information presented in
AgInsights Volume 20 comes
from the Holmes Sackett benchmarking data. It is unique in
Australian agriculture because it
uses the data to establish the features
of the most profitable cohor t of managers that distinguishes them from the
remainder across a range of broad
acre agricultural enterprises.
AgInsight’s strength lies in the depth
of the collated production data and the
analysis of this in conjunction with financial performance benchmarks. The
key aim of each chapter is to deliver
key recommendations for improvements in profitabilit y based on evidence and data, not populist belief.
The analysis investigates the dif ferences in income, enterprise expenses
and overhead expenses bet ween the
pooled average and the average of the
top 20% of benchmarking par ticipants.
The top 20% are ranked on profit in a
way that allows for dif ferentiation bet ween the impact of rainfall, markets
and the impact of management on the
result.
Over the long term, the most profitable
livestock producers generate approximately $30,000 more profit per million
dollars’ wor th of asset value than the

average. Over the average asset value
of $10 million this equates to an additional $300,000 in profit.
Benchmarking shows that production
per hectare is the key dif ference bet ween the most profitable and the remainder. Usually the higher production
is a function of ef ficient systems and a
willingness to manage optimum stocking rates.
Ef ficient livestock systems match feed
supply with feed demand as much as
possible. The reason these issues are
critical is that they lead to a low cost of
production.
The keys to profitable cropping are
timeliness of operations, par ticularly
sowing. Fallow management and fallow weed control has become increasingly impor tant with less spring rainfall.
The best crop producers tend to have
a simple rotation and a cost structure
commensurate with the expected yield.
There were 170 farms from the Holmes Sackett dataset included in the
data presented in AgInsights Volume
20. Farm businesses are divided into
mixed farms, which are those where
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Am I confident whether the market
acted irrationally to date?
Have I made the most
of the opportunities given
in the previous few years?
What is my plan for the

next couple of years?
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FARM PERFORMANCE
THE BIG PICTURE

This chapter looks at the
profits and profitability of
the whole farm business
in 2017 and compares it to
years gone by. In any business, recognizing where
you are at in the business
cycle is important to making the most of opportunities as they present themselves. In 2017, and the
previous few years, asset
values have been lagging
profits. How each business
interprets the outcome of
this will determines how
they strategically position
themselves for the future.

FARM PERFORMANCE - THE
BIG PICTURE
The results from this benchmarking analysis comes from a skewed
sample of the industry when compared with ABARES data. Farms
in this analysis will be, on average, larger and more profitable
than the industry average. This is
an important consideration when
interpreting the results, and for individuals trying to make sense of
the benchmark data.

A total of 170 farms are included
in the 2017 AgInsights analysis.
The 170 farms in the analysis
had $1.79 billion in assets under management. The total sales
generated from those assets were
$243 million, with $143 million spent on
operating expenses (enterprise and
overhead) leaving $100 million retained
as profits before finance, lease and ta x
costs (Graph 2.01). This represented a
$26 million increase in total profits from

Graph 2.01: The interest cover ratio
increased to 7:1 in
2017, which puts
this sample of the
industry in a very
strong financial position

2016. The significant increase in profit
generated is a much smaller increase in
profitability because an extra $260 million of assets under management were
used to generate the additional profit.
The interest and lease commitments
totaled $14 million which means profit
covers interest cost across the whole
database on a ratio of 7:1. This is the
highest interest cost cover ratio seen
on the Holmes Sackett database since
2002. This sample of the industry, as a
whole, is in a very sound financial position. That is not to say that there are not
individual farms within the analysis who’s
financial position is more precarious.
The good times were reflected in significant capital purchases (land, plant and
equipment) which equated to $33 million.
At the whole farm level Holmes Sackett benchmarking uses return on assets
managed (ROAM) as the key indicator
of profitability. This measure considers
the value of all assets and expenses engaged to generate farm business profit,

$300

$250

$ (Millions)

$200

$150

$100

$50

$0
Sales

Operating
expenses

Operating
profit

Interest/lease

Net capital Free cash flow
expenditure
AgInsights
AgInsights

A
7

003

ENTERPRISE
COMPARISONS

Dual purpose sheep have taken the baton
from beef as the most profitable
enterprise in 2017.
Crop profitability is floundering, but what
would it look like if their price received
was in the same percentile as livestock?
Don’t try and jump from
one enterprise to the next!
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ENTERPRISE
COMPARISONS

This chapter compares the
relative profits of the major
broadacre livestock and
cropping farm enterprises
benchmarked during the
2017 year, and over the
longer term. With all the livestock commodities prices
at the 90th percentile, we’ll
have a level playing field to
see which ones are more
profitable. The chapter also
digs deeper into the relative
shift in average profitability
from the last five years, to
the five years prior. Finally,
to complete the picture, an
analysis has pulled apart
enterprise profitability by
rainfall zone.

ENTERPRISES EXPLAINED
The enterprises compared in
AgInsights fall under the definitions outlined below. Trading enterprises are benchmarked separately to breeding enterprises and
are not reported in these comparisons.

Beef enterprises (beef herds)
These enterprises are predominantly self-replacing beef breeding herds. Trading and seedstock
bull breeding herds are benchmarked separately.

Prime lamb enterprises (flocks)

These enterprises are those for
which both the maternal and terminal breeds are known to be
specialist prime lamb breeds with little
wool value comparative to their sheep
meat value. These flocks will include
flocks where the traditional first cross
ewes (e.g. Border Leicester x Merino) are
joined to terminal sires (predominantly
Dorset and Suffolk), and self-replacing
pure bred or composite prime lamb
flocks (e.g. Coopworth flocks).

Dual purpose sheep enterprises
(flocks)
Dual purpose sheep enterprises generate income that is relatively evenly split
between wool and meat. Most of the income from the meat component of the
income is derived from lamb. Most of
these flocks consist of surplus merino
ewes from specialist wool flocks joined
to either a maternal or terminal sire. There
are only a few dual purpose breeds represented in the data.

Wool enterprises (flocks)
Wool enterprises predominantly consist
primarily of self-replacing merino sheep
enterprises. Some of these flocks retain

wethers (castrated male sheep) in the
flock for periods of up to three years of
age.

Dryland crop enterprises
Dryland crop enterprises are dominated
by wheat and canola. Dryland crop profits have been calculated by adding 70
percent of the average wheat profit to 30
percent of the average canola profit for
each year to reflect the typical rotation
emphasis between the two major crops.

MARKETS
Historical price data from the previous
ten-year period are provided in Table
3.01. These data are expressed in percentiles. Highlighted on Table 3.01 are
the price percentiles closest to 2017’s
average price received and, where possible, 2017’s average cost of production
for that commodity.
A price percentile is the price below
which the stated proportion of historical
price observations fall. For example, the
90th percentile is the value below which
90 percent of the price observations may

AgInsights 19
A
AgInsights

004

BEEF PRODUCTION

trim expenses if prices fall
without compromising production!
50kg/Ha/100mm production.
Trading cattle fundamentals
haven’t changed weight gain
is still king.
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BEEF PRODUCTION

Despite higher average
prices and higher average rainfall beef herd
profits fell slightly from
2016 to 2017. Whilst
absolute rainfall is not a
guarantee of increased
production at a lower
cost, it is never the less
disappointing that a
combination of lower
production and higher
costs eroded the potential profits that might otherwise have come from
the price rise between
2016 and 2017, especially if in subsequent
years we see that we
were at the peak of
prices in 2017.

INTRODUCTION
There were 152 beef enterprises
benchmarked in 2017. These included breeding, trading and
seed stock cattle enterprises. This
represents 125,580 head of cattle
producing 22.6 million kilograms
of beef from just under 123,000
hectares grazed.
Approximately 50% of benchmarked herds were located in
New South Wales, 12% in Victoria, 25% in Tasmania and 11%
from south east South Australia.
The long-term average rainfall varied from 260 millimetres to 1120
millimetres, with a median of 700
millimetres.

Graph 4.01 shows Autumn, Winter and Spring rainfall as a deviation
from average expressed in percentage
terms for a number of towns across the
benchmarking region. Winter rainfall was

Graph 4.01: Winter
and spring rainfall
was
significantly
higher than average
in most localities in
Southern Australia

between 20% and 120% higher than average. Spring continued to be wet with
most localities receiving between 25%
and 100% over their long-term average.
The rainfall and temperatures lead to
conditions that should have been suitable for above average pasture grow th.
Graph 4.02 shows the pasture grow th
during the period from the start of June
to the end of November. It shows that
cumulatively, between 1 and 3 tonnes of
dry matter more than average was grown
during this period in 2016. It also demonstrates the magnitude of the difference
between the 2015 and 2016 feed years.
Of the total cattle numbers 94% were
commercial beef enterprises, primarily
self-replacing herds, 4% were trading cattle herds and 2% were seed stock enterprises. Closing numbers were 6% higher
than opening numbers within the year.
Herd sizes differed between breeding
and trading herds, with breeding herds
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PRIME
LAMB

What is my plan to achieve 300g/day
growth rate from birth to sale?
How will I provide the necessary feed
to achieve this?
How will I do this at a stocking rate
of 1 ewe per hectare per 100mm

of rainfall?
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PRIME LAMB
PRODUCTION

Prime Lamb profits were
better in 2017 but did
not go anywhere near
matching the profits
from 2011 or the profits from wool and beef
enterprises in 2017. The
major issue for prime
lamb continues to be
the rising cost of production, which is eroding the
benefits of higher prices.
It appears slower average growth rate to sale is
offsetting gains in flock
fertility and increased
sale weight per head.
This is a systems issue
that requires a review
of lambing date, target
market and feed quality
available to lambs post
weaning.
The more profitable producers are managing to
produce more lamb per
DSE at a higher stocking
rate per hectare per 100
millimetres of rainfall.

INTRODUCTION
In 2017, 57 Prime Lamb flocks
contributed to the Holmes Sackett
benchmarking database.
Prime Lamb enterprises are those
flocks that use specialist meat
sheep genetics (i.e. Poll Dorset, White Suffolk, Coopworth,
Composite, Dorper or Border
Leicesters x Merino). This anlaysis excludes lamb produced from
Merino ewes.

PRIME LAMB ENTERPRISES
The 57 Prime Lamb enterprises
contributing to Holmes Sackett’s
2015 AgInsights analysis were
drawn from a wide geographical
area across South East Australia
(Figure 5.01).

Rainfall zones represented in the
analysis ranged from 250 millimetres to 1100 millimetres, with
50% falling below and above the
median rainfall of 680 millimetres.
The 2017 benchmarking year saw
significantly higher average rainfall with a median rainfall of 760
millimetres.

Over the course of the year, flock numbers stayed stable with opening and
closing numbers of 230,000. There
were 195,000 ewes joined for a total of
217,000 lambs weaned. The median
number of ewes joined was 2282. The
main month of lambing was August, and
70% of flocks were self-replacing with
ewe lambs retained and joined.

PRIME LAMB PROFITABILITY
Average Prime Lamb profits in 2017
were $15.37 per DSE, 44% higher than
in 2016, and $3.40 per DSE above the
average over 10 years (Graph 5.01). This
was the third highest profit in the last ten
years but not near the peak profit seen
in 2011. The 2017 profit also lags behind
profits achieved in Wool, Dual Purpose,
Lamb, and Beef enterprises.
The improvement in profit from the previous year was a consequence of 5% higher income on the back of prices that were
10% higher to average $6.22 per kilogram dressed inclusive of the skin value.
Lamb production was also up nearly 5%
to average 8.3 kilograms Dw t per DSE.
This combined with a reduction in total
expenses of nearly 5% meant that cost

Figure 5.01: AgInsights 2017 Prime
Lamb analysis draws
data from across
South East Australia

Source: Batchgeo.com
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DUAL PURPOSE
PRODUCTION

Set up a simple, easy to implement
production system.
Think about how better than
average rainfall years can be captured.
Growth rate to sale – irrespective
of target, sale weight is very important.
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DUAL PURPOSE
PRODUCTION

2017 was a very good
profit year for Dual Purpose flocks, the second
highest recorded. Dual
purpose flocks benefited
substantially from the
rise in both wool and
lamb prices, without
incurring substantial
increases in the costs
required to produce the
wool and lamb.
Production per DSE of
both wool and lamb is
the main driver of the variation in profits, whereas
the sheep trading side of
the business was having far less impact in
2017. There have been
substantial increases in
the cost of replacement
ewes since 2017 however so this will be an
issue to watch out for
in 2018.

INTRODUCTION
In 2017, 56 dual purpose flocks
contributed to the Holmes Sackett benchmarking database. Dual
purpose enterprises are those
flocks that either join merino ewes
to maternal or terminal sires or
alternatively use dual purpose
breeds. There were three businesses with Dual Purpose breeds
in the 2017 data. Primarily then
the dataset reflects either surplus
merino ewes run alongside wool
flocks or enterprise where merino
ewes are purchased in to join to
terminal sires.

DUAL PURPOSE
ENTERPRISES
The 56 Dual Purpose enterprises
contributing to Holmes Sackett’s
2017 AgInsights analysis were
drawn from a wide geographical
area across South East Australia
(Figure 6.01).

Rainfall zones represented in the
analysis ranged from 350 millimetres to
960 millimetres, with 50% falling below
and above the median rainfall of 625 mil-

limetres. The 2017 benchmarking year
saw substantially higher rainfall with a
median rainfall of 734 millimetres.
The median number of ewes joined was
1675. The main month of lambing was
August. Lambing date did vary as early as March to as late as October. Sale
weight varied from a low of 9 kilograms
dressed weight to a high of 27 kilograms
dressed weight.
Over the course of the year there was a
14% increase in total sheep numbers,
from the database opening number of
183,000 to a closing number of 210,000.
It is common in dual purpose flocks
that there can be substantial movement
in flock numbers over the course of the
year amongst individual flocks. In 2017
two thirds of the flocks benchmarked
had closing sheep numbers higher than
opening sheep numbers. This is probably a reflection of both the good sheep
and wool prices experienced and the
good seasons associated with better
rainfall.
The inventory valuations of sheep for
dual purpose flocks are listed in Table
6.01. If sheep numbers increase and

Figure 6.01: AgInsights 2017 dual
purpose
analysis
draws data from
across South East
Australia

Source: Batchgeo.com
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WOOL PRODUCTION

Start thinking about 2018/19:
• Stock numbers
• Events calendar
• Operational expenditure budget
reflecting production potential
• Capital expenditure budgeted to generate
adequate returns
The top 10 producers have earned their
stripes by generating 60% more
income per hectare per 100mm.
We have bourgeoning wool market,
low cost of production, but where is all
the wool? Start finding ways to produce
more wool while you can.
Does your breeding objective focus
on fleece weight and micron,
or is yesteryear’s traditional
fine wool market affecting
your decision making?
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WOOL PRODUCTION

2017 marks the 20th consecutive analysis of Holmes
Sacketts wool flock benchmarking dataset published
in AgInsights. This chapter
looks at 2017’s wool flock
performance and places
it in context with an overview of wool’s historical
performance over the last
20 years. It also unravels
some secrets of the most
profitable 10 wool producers and investigates the
current state of traditional
fine wool flocks.

A PROFILE OF HOLMES SACKETT’S 2017 DATASET
Holmes Sackett’s wool dataset
represents merino flocks, either
self-replacing breeding flocks
or trading wether flocks. Merino
ewes joined to terminal or maternal sires are considered “dual
purpose” flocks and are excluded
from the wool analysis.
The 2017 benchmarked year saw
85 of these specialist wool flocks
benchmarked. Regions represented in the dataset included:
• Tasmania,
• Central and south west Victoria,

• South, south east, east, north east &
far north west New South Wales,
• Central Queensland,
• South east South Australia,
• Flinders Island,
• Kangaroo Island,
• Western Australia.
Figure 7.01 shows the spread of 2017’s
wool dataset. The red pins indicate flocks
in the top 20%, and the blue pins indicate
the rest of the flocks in the dataset. The
spread of the red pins across south east
Australia suggests that region wasn’t a
driver of profitability per DSE in 2017.

Figure 7.01: The
2017 Holmes Sackett wool dataset encompasses a wide
cross section of
south east Australia

Top 20%

The rest
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CROP PRODUCTION

Rain + WUE = $$$
What can be done to increase WUE
in the good years?
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CROP PRODUCTION

A high rainfall year exposed
significant opportunity for
cropping enterprises. The
drop off in water use efficiency means that there
is potential yield left in the
paddock. The most profitable 20% managed to
leave less behind than the
rest but they still have the
challenge of how to better capture the additional
water available.
Despite the difficulties the
wet year provides and the
slump in cereal prices, the
additional rainfall and yield
overall meant that is was a
reasonable year in historical terms.

INTRODUCTION

SEASONAL SUMMARY

This chapter analyses the performance of winter crops grown
in southern Australia. The majority of the crop benchmarking data
fits into this category with the remainder being summer crop or
irrigated intensive crop. Management and financial performance
in this chapter are presented for
the 2017 benchmarking year. This
refers to year end of the benchmarked year, thus it includes winter crops grown during the winter
and spring of 2016.

Plant available water for the 2017 benchmarking year was 46% higher than the
long-term average for southern Australia.
Plant available water is the portion of total
rainfall available to the crop for grow th.
Annual rainfall for the same period was
up 18% from the long-term average, suggesting that a significant proportion of
the annual rainfall fell inside of the crop
growing season.

Rankings of crop performance in
this analysis are made based on
profit per hectare per 100 millimetres of rainfall. This provides managers with crop enterprises from
low rainfall areas with an equal opportunity to rank highly as those
in high rainfall environments.

Above average rainfall in January was
followed up by consistent monthly rainfall
in most of southern Australia. May-June
saw well above average rainfalls as did
September which was the second-wettest September on record for Australia
and the wettest on record for NSW. This
was associated with flooding in many
areas of south-eastern Australia. Graph
8.01 shows the range of plant available
water and year analysed rainfall as a percentage of long term rainfall.

Crop enterprises benchmarked in
2017 covered an area of 43,358
hectares. Approximately 94% of the area
was comprised of the mainstay winter
dryland crops including wheat, canola
and barley. Of the winter crops wheat accounted for 58% of the total area, canola
30% and other cereals including barley,
oats and triticale the remaining 12% of
the total area. The total wheat yield harvested was 61,616 tonnes from 17,837
hectares and canola yielded 16,499
tonnes from 9,085 hectares.

CROP ROTATION PERFORMANCE
The average rotation profit for winter
dryland crop producers was $179 per
hectare which is on par with the 2016
benchmarked period. Irrigated crop producers enjoyed an average rotation profit
of $552 which is a year on year increase
of 33%.
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APPENDIX I - COMPARATIVE DATA

Detailed results for the whole farm and individual enterprises are presented on
the following pages.
Table A: Grazing farms . ..................................................................................................... 112
Table B: Mixed farms . ......................................................................................................... 113
Table C: Wheat .................................................................................................................... 114
Table D: Canola . ................................................................................................................. 116
Table E: Barley .................................................................................................................... 118
Table F: Grazing wheat ....................................................................................................... 120
Table G: Wool flocks ........................................................................................................... 122
Table H: Dual purpose flocks .............................................................................................. 124
Table I: Prime lamb flocks ................................................................................................... 126
Table J: Beef herds ............................................................................................................. 128
Table K: Trading cattle ......................................................................................................... 130
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APPENDIX II - METHODOLOGY

The purpose of AgInsights Volume 20 is to
describe how the major broadacre enterprises performed in the 2017 year and interpret the data to help the reader make more
profitable decisions.

of farms and the stocking rate variation that
accompanies this rainfall range, is considerable. Therefore, any per hectare comparisons
for livestock could be misleading because of
the stocking rate effect.

The performance is measured in both productivity and profitability terms, and comparisons are made bet ween the overall average
result and the performance of the top 20%
and bottom 20%. The top 20% and bottom
20% groups are determined on the basis
of net profit per hectare per 100 millimetres
rainfall or DSE, depending on the enterprise
in question. The results are presented in
this way firstly, to give you an appreciation
of the range of performance seen, and also
to make it easier to identif y the key differences bet ween the average, bottom and top
performers.

The DSE comparison that we use brings
every farm back to a common production unit
and allows more meaningful comparisons to
be made. However, we still consider the hectare to be the productive unit for livestock on
an individual farm or for comparisons within
districts where rainfall variability is low.

When looking at the whole farm performance or the performance of crops, we make
all comparisons on a per hectare basis. The
reason for this is that the hectare is the fundamental production unit. However, with livestock the comparisons are made on a DSE
basis because of the range in rainfall across
the geographic regions that the farms have
been drawn from. In approximate terms, this
rainfall range is between 350 millimetres and
900 millimetres per annum for the majority

Table (i): Return
on assets ABARES versus
Holmes Sackett

The data presented is not drawn from a random
sample of farms. Owners of farm businesses
who choose to benchmark their performance
are, by definition, not a random sample. In
previous years we have compared the average performance of our sample of farms to
the average performance of farms analysed by
Australian Bureau of Agricultural and Resource
Economics and Sciences (ABARES). Our
sample has been shown to be significantly
better than the ABARES average in terms of
productivity and profitability (Table i).
In fact, the performance of the bottom 20% in
our farms is more closely aligned to the ABARES
average. So, when reading the AgInsights
Volume 20 it is important always to remember
that the average performance that we refer
to is not average for the industry as a whole.

Mixed farms

Grazing farms

ABARE

Holmes
Sackett

Difference

ABARE

Holmes
Sackett

Difference

2013

1.6%

3.5%

1.9%

1.5%

2.6%

1.1%

2014

1.8%

3.1%

1.3%

1.5%

3.7%

2.2%

2015

2.0%

3.0%

1.0%

1.1%

4.2%

3.1%

2016

2.2%

4.5%

2.3%

2.4%

4.2%

1.8%

2017**

3.1%

5.0%

1.9%

3.1%

4.9%

1.8%

5 year average

2.1%

3.8%

1.7%

1.9%

3.9%

2.0%

** ABARES 2017 Preliminary results
AgInsights
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APPENDIX II - METHODOLOGY

The sample of farms analysed is drawn from
a geographic area extending from the NSW
New England through the Tablelands, Slopes
and Wheat Sheep Zone countr y of NSW,
down into Victoria, Tasmania and South Australia. These are predominantly family farms
but also include the performance of a number
of corporate agriculture businesses. Where
single attributes are likely to have a significant
impact on a particular area of analysis (i.e.
scale on overhead cost structure), those
with abnormal attributes are removed from
the analysis.
A section on historical performance is
included and updated annually to provide
historical perspective. Our experience is that
a number of years of performance of a whole
farm or an individual enterprise need to be
analysed before they can be considered representative of the longer term performance.
Abnormal events in any one year, such as
the drought in 2006, can affect an individual
year’s performance, either favourably or
unfavourably.

system allows each enterprise to be responsible for its share of overhead or fixed costs.
Variable costs such as animal health and
breeding, chemicals, contract labour, selling
costs and supplementary feeding are directly
allocated against the respective enterprise.
When deducted from the income, they
provide a gross margin for that enterprise.
Overhead or fixed costs are then allocated
against enterprises so that one of the most
important benchmarks, cost of production
per kilogram or tonne of output, can be
calculated. Gross margin analysis does not
provide this. The table in Appendix II shows
the standard overhead costs and how they
are allocated.
In all analyses where the owner/operator
does not receive a wage, they are assumed
to receive a wage of $115,000. Any other
family members working on the farm are
assumed to earn $70,000. This is done to
ensure family labour is valued realistically,
so that valid comparison with professionally
managed farms can be made.

Methodology

Leasing versus owning

Holmes Sackett Farm Benchmarking shows
participants how their farm has performed
both on a production and financial basis, and
provides the benchmarks which are being
achieved by the best operators on similar
farms. They know in precise terms exactly
where their farm stands and what they need
to do to improve farm performance.

In our analysis we capitalise the value of
leased land to approximate the value of
owned land and to treat the lease figure as
interest. We have done this so that comparisons, on return to assets managed and
other financial criteria between predominantly
leased farms and predominantly owned
farms, can be made more accurately. Return
on assets owned is calculated without capitalising the value of leased land.

To understand what all the figures mean,
it is important to understand how they are
calculated.
Income for all enterprises is calculated using
a standard management accounting system
based on trading accounts. This system takes
into account inventory build up or sell down
in addition to actual sales, purchases and
deaths. Inventories are valued at market value
for the year being analysed.
Expenses are calculated using both gross
margin and full cost allocation. The latter
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It is important to point out that one of the
most impor tant big picture benchmarks,
return on assets employed, does not allow for
any change in capital value of land. In many
situations a component of expenditure in any
one year has benefits which extend beyond
that year. Despite this, most of this expenditure is not considered to be capital so there
may be a component of capital expenditure
being included in the profit and loss, possibly
resulting in an underestimate of the profit of

