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TABLE OF SYMBOLS USED iIN THE STATISTICAL SUMMARIES

The symbols used in depicting the results of statistical analyses are

principally those used by Snedeécor (7). They are as follows:-

Symbol Description
X Every item successively.
SX "Summation X".
N Total number of items.
n Number of items in each class or group (Sn equals N)
x The arithmetical mean.
s Standard Deviation.
b 4 Deviation of an item from the class mean.
s/z Coefficient of Variation.
Sx Standard error of the mean.
Ss Standard error of the standard deviation.
t Student's (t) test of significance of mean difference.
St, Standard error of "tt.
r Total correlation or product moment correlation.
F Fisher's "F" test of the differences among group means.
SS Sum of the squares.
MS Mean square or variance.
Sign,

NS Not significant at the 5% level.

S Significant at or above the 5% level.

HS Significant at or above the 1% level.
df Degrees of freedom.

( (50)?)

C Correction factor ( n
B, C, D.M. Butter, Cheese, Dried Milk factory supplying farms respectively.
1/4, 1/3, 1/2. Farms on which the type of share milking contract in operation

is commonly known as Quarter-Share, Third-Share and Half-Share

respectively.
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PARTYT I

SECTION I

INTRODUCTION AND REVIEW OF THE LITERATURE

Associated with the outstanding development of the dairy industry in New
Zealand over the years of this century has been the rapid growth of that section
of dairying known as share-milking. The term 'share-milking', in this country,
applies to that type of dairy farm labour, the wages for which are based upon
some proportion of the proceeds of the sale of farm produce. This general

definition covers in New Zealand three principal systems of share-farming:

(a) 'Quarter share-milking', where the farm owner supplies the land and
capital (including the herd) and the share-milker supplies only the labour
required for the milking and care of the stock. He does not do general
farm maintenance except for added remuneration and received, at the time
to which this study applies, 273% of the proceeds of the sale of dairy

products and half the proceeds of the by-products.

(b) 'Third share-milking, where the farm owner supplies the land and
capital (including the herd) and the share-milker provides the labour for,
and does, the general farm maintenance in addition to the milking and
care of the stock. His share of the receipts was (at the time to which
this applies) 36-2/3% of the dairy cheque and half the proceeds fram the

sale of by-products.

(c) 'Half share-milking', where the farm owner supplies the land and
fixed capital and the share-milker supplies the herd in addition to all
the farm labour. He generally receives half the dairy cheque and half
the proceeds fram the sale of by-products. This division may bejand
often is, varied as there is no Statutory Regulation for this type of
agreement. See Appendix II for the regulations covering the proportionate
receipts and payments of each of the two parties under the first two types

of agreement. A popular half share agreement is also appended.

The earliest record of share-milking in New Zealand relates to the

Henley Land Coy. on the Taieri, where lir. J. Stevens introduced the system



in 1884 (I). Towards the end of the last century this system was being used
in Taranaki - it is recorded as being used by !r. Chew Chong as early as

1887 (1) - and from this it spread to the _‘znswatu. About the close of the
1914-18 War the main centre 5 share-milking began to transfer to the Waikato.
At the same time half share-milking, aided by the various Stock and Station
Agencies, wes ecteblished.  Since then all three systems have found ever wider
application, until today their importance in thedairy industry can be gauged
both from the number of farms on which share-milking is practised and from the

effects of the current disputes between the parties involved.

It is very difficult to get an accurate and up to date approximation of
the number of 'share-milking farms', but estimates (N.Z. Workers' Union and
Federated Farmers of N.Z. Inc., private communications) would appear to place
this near the four thousand mark. The total number of dairy factory suppliers
for the season 1945/L6 was 56,225 (2) of which nurber probably fifteen thousand
did not rely on the sale of dairy produce for their main source of income.

If this estimate is true, it would appear that herds milked by share-milkers
form about ten percent of the total full-time suppliers. Doig (3) estimated
the figure as at eleven percent but his sample was one of larger than average
farms. Both estimates would need to be reduced to apply to all herds. The
Government Statiticians survey in the 1935/36 season (2) places the proportion
of all farms where share-milkers are employed, but where the owner is non-
resident, at three point seven percent. If non-resident owners are found in
about half the cases (page &%) then the proportion of all dairy farms on which
share-milking is practised is in the region of seven percent. This figure

checks with the N.Z2.%W.U. and F.F. of N.Z. estimates above.

Share-milking has in the past been sub ject to but scant attention in New
Zealand literature. This can be attributed to lack of official data, to lack
of investigational work and to lack of appreciation of the importance of share-
milkers as a tenancy group. Published information is, for all practical
purposes, confined to that found in 'The Dairy Industry in N.Z.' - Hamilton;
'Standards of Life of Dairy Farmers in New Zealand' - Doig; 'New Zealand
Official Year Book, 1938' - Government Statistician; and to brief mention

in "A History of the New Zealand Dairy Industry" - Phillpot. Unpublished



information is confined to "Dairy Farming in the Waikato" - Stephens, an
unpublished M.A. thesis; to "The New Zealand Dairy Industry®, Belshaw, an
unpublished M.A. thesis; and to evidence placed before the Coﬁrt of Arbitration,
Wellington, in April 1946 by both the New Zealand Farmers' Union and the New

Zealand Workers' Union.

Hamilton (4) confines himself to a brief review of two systems of share-
milking, and to an estimate of the possible percentage of farms where these

systems are practised. Doig (2) refers to some of the more socielogical aspects

of this form of tenure and makes an estimate of the percentage of farms in which
share-milkers are employed. The Government Statistician (2) gives figures for
the percentage of all dairy farms on which share milkers are employed and on
which the ggrm owner non-resident, while Phillpot (1) mentions the earliest
recorded use of share-milking in New Zealand. Stephens (6) comments on the
fact that there are two major types of share contracﬁ, both of which have been
associated with compulsory purchasing clauses. Furthermore he refers to the
general disadvantages of metayer tenancies (15) and attributes the rise of share

" tenancy to land aggregation and the retirement of farm owners. He is the first

writer to mention the rise of a share-milking class or rural proletariat.

Both the N.Z. Farmers' Union and the N.Z. Workers' Union in their evidence
before the Court of Arbitration in Wellington (14) attempted to determine the
incomes accruing to sharemilkers. These two organisations were the first to
approach the subject of share-milkers with any degree of analytical method. The
former organisation relied upon the results of a survey of a number of farms in
the Waikato to illustrate the good economic position of share-milkers relative
to their employers. The latter organisation relied upon a break up of the

Guaranteed Price to show the reverse.

The present study goes somewhat further than either of these and is an

attempt to apply statistical analyses to data collected by means of a survey.



SECTION II

SCOPE_AND METHOD

Scope.

The scope of the following analysis is of necessity somewhat limited.

It may be broadly classified into three sections:-

(a) a study of the size of, the production on and the capital investment
in a sample of farms located in the Waikato area and on which share-milkers

were employed during 1945/46.

(b) a study of some of the factors which influenced the economic reward
accruing to the farm owner and the share milker for capital invested,

management exercised and labour performed on these same farms.

(¢) a study of some of the characteristics of labour utilisation on these

same farms.

Except for data relating to the standard of housing (see p.3.) and to the
length of tenure (see p.55) no information of a socialogical nature was collected,
and no conclusions of a socialogical nature are intended. Nor was data collected
with the object of drawing comparisons between the incomes of sharemilkers and
their employers. In fact it was in several instances a condition that was
demanded before information would be supplied. Employer-employee analyses

have therefore been avoided.

Method.
The investigation was carried out in three definite stages. The first

was preparatory, the second the collection of the data and the third the

analysis of the data. Each of these requires some explanation as each is

subject to certain limitations affecting the final results.

(a) Preparatory.
The schedules of information sought (see appended copy in Appendix I)

were drawn up early in 1946 and were baséd upon those used by Fawcett (5) and

Doig (3) and incorporated the provisions of the Share-milking Agreement Order 1937
and its amendments. The schedules of information required, therefore, refer

only to the farm owner's share of the farm receipts and exnenses and to the
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share-milkers receipts and expenses respectively. Both schedules were so
designed that they would cover variations in receipts and expenses due both

to the typed contract and to the type of factory supplied. It was not
anticipated, and this happened to be the case, that all the items as listed would
be answerable in detail. The schedule was drawn up in detail, however, in

case some person provided data one way and others in a different way. This also

proved to be the case.

During the May vacation of 1946 a trial investigation, aimed at testing the
coverage of the schedule, the availability of the data and the technique of
collection, was carried out in the Manawatu district. 1In this investigation
data was collected from 18 farms and as a result of this work the schedule was
modified slightly to its present form. The information collected at this time,
however, is not included in the general analysis because of the different location
of the farms in question. Despite this non use of the data, however, the
preliminary investigation proved to have been of considerable value as it
resulted in modification of the schedule as well as giving experience in the
practice of data collection. In deciding upon the Waikato as the locality.
of the main investigation, account was taken of the importance of that area
as far asshare-milking is concerned, and of the fact that though Taranaki
contains a considerable number of share-milking farms, there was a likelihood
of the%e being some difficulty in obtaining sufficient butter supplying farms

and sufficient half-share-milking farms.

In deciding upon the number of farms (i.e. the number of farm owners and the
number of share-milkers) to be investigated, account was taken of the types of
share-milking agreements in operation and of the types of factory supplied by
the farms, as well as considerations of the statistical reliability of the
results (7). The number finally decided on was 125 owners and 125 share-milkers
as a minimum and more to be done if possible. This was to allow for rejection
of data for unreliability. The farms were to be divided into six groups of
twenty as shown in Table I. It was intended to include, if possible, some farms
supplying dried milk factories, but the main object was to study the effect of
the type of contract on the tenure groups. As will be seen later, (p.’.)
this plan had to be somewhat modified on account of the structure of the share-
milking industry in the area investigated.
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Table I. Intended subdivision of the sample.

Farm Ovner |[Share-Milker
IW

Contract /4 1/3|1/2| 1/4) 1/3]| 1/2

—— — .-.%

Butter 20 | 20 |20 | 20 | 20 | 20

>
(=]
2,
o,
o)
[}

Cheese 20 | 20 |20 | 20 | 20 | 20

In order that a sufficient number of "contacts" be made prior to the period
of data collection, a number of dairy company secretaries were approached and
asked to provide lists of the names of suppliers who, to their knowledge, were
employers of share-milkers. In this way the names and addresses, as well as
the approximate locality and type of supply of their farms, of approximately
170 employers of share-milkers were obtained. The disadvantages of such a
method of approach are mainly that in many cases the share-milkers have left the
farm in question. Furthermore it was not possible, except in a few cases, to
know in advance the type of agreement in operation on the farm. The advantages
are those of speed and representativeness as the farms supplied by the companies

were obviously not selected all for high standard or all for low standard.

(b) Collection of the Data.

The information contained in this analysis was collected by the "survey"
method which, though it has the disadvantages of lack of accuracy in detail, has
the advantages of wide application. The greater number of farms capable of
being surveyed in the time available tends to reduce any irregularities of the
individual figures. In each case the farm owner and the share-milker was visited
personally and data supplied by each was, with the exception of a few cases,
drawn from income-tax returns. Where the parties were not able to supply all
the required information themselves they gave permission for it to be supplied by

their accountant or their solicitor.

The survey was carried out during the period mid-November 1946 to mid-March
1947, and the area shown on map No.l. The number of farms visited in each

county is as follows:-

Franklin .... 14 Raglan T |
Waikato olnpels 20 Piako eees L4
Waipa sxme 20 latamata shamw 2k
Otorohanga .... 3 Total .... 126



The above table does not mean that 126 farm owners and 126 share-milkers
from 126 farms supplied data. Owing to the shifting of some share-milkers, the
inaccessibility of some owners and the lack of co-operation of a very few owners
and milkers, it was not possible to collect complete particulars of the 126
farms in the time available. Only in 81 cases was it possible to interview
both the farm ovner and the share-milker on the same farm. The balance of the
126 farms was made up of 30 farm owners and 15 share-milkers. This in itself
does not directly affect the results because the comparisons are not made between
owner and share-milker but between different groups of owners or between different
groups of share-milkers. The only effect it has is through a reduction in the

possibility of checking the figures for production, cow numbers, acreages etc.

It has been mentioned previously that the survey as planned was not adhered
to. Owing to the fact that quarter-share farms, were, with four exceptions,
impossible to locate in the time available, a new classification was adopted.

This was the substitution of dried milk supplying farms for the quarter-share
farms. The survey was therefore done on three types of supply and two types of
contract. The finally collected sample was somewhat different again from this.
There were more than 20 items collected for each of the butter classes and fewer
than 20 for each of the dried milk classes. In addition, details of four quarter-
share farms were collected and these serve as a useful comparison in the following

sections.

As the survey was carried out over the summer 1946/47, it was not possible
to collect figures relating to the then current season. The practice adopted,
therefore, was that of collecting the production figures for the dairy season
June to llay 1945/L6; the income and expenses figures for the taxation year
April to March 1945/46; the investment figures and the herd size figures were

collected for the position as at mid-January 1946.

April 1945 March 1946
I 1 Income and expenses year
June 1945 May 1946
I I Production year (dairy season)

These figures have been collected for two different periods because neither

the farmers nor the share-milkers kept any figures for any period other than

the taxation year. As a result of this, the butterfat production figures do

not bear an exact relationship to those of the income, and any comparison of the
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two (Section V) should therefore be interpreted with this fact in mind.

This three months intervals between the two periods does not invalidate,

however, all comparisons made between the two sets of figures. The relative
scales of production of the farms as a measure of their relative size will

not, it is reasonable to suppose, be altered by that interval which falls towards
the end of the season. The drought in the Autumn of 1946 affected the results

of the production and income analyses in a differential manner. It is suggested,
however, that any inaccuracies from this source are snaller than those that would
have resulted had the information been collected for the preceeding twelve-monthly

periods.

The system adopted for the actual survey was to divide the farms roughly
into locality groups and make each visit from some "base" centrally situated
in the area. The advantage of such a method is that it is in itself an
introduction to the co-operators in that district. Its effect upon the facility
with which data can be collected can be judged from the fact that of the eight

refusals met with, six were in a district in which this system was not adopted.

(c) Analysis of Data.

ror the purpose of analysis all farms have been taken as single units.
Where the figures sﬁpplied were for those where the farm owner employed more than
one share-milker, the owners' and the farms'figures have been adjusted to take
account of this; e.g. size of farm .... if data provided was that representing
two farms, the total area of all farms would be divided by an additional unit to
get the class average. ithere certain information on a schedule wés either
unreliable or not collected, only the individual data in question was omitted
from this analysis. ‘The balance of the data on the schedule was used for
analysis where required. In this way the maximum use could be made of the
information gathered. Had the survey been more extensive, the correct procedure
would have been to reject the whole schedule and work from completed schedules alone.
As a consequence of the policy adopted, however, it will be noted that only the
totals relating to the same set of figures will correspond but they will be often

different from the grand totals of 126 farms, 110 farm owners and 93 share-milkers.

The gross income of the farm owner was determined either by totalling his
share of the receipts, including those from sales of cull stock and adding on
the value of any farm produce used or, by deducting the payments made to the
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share-milker from the total gross farm income. The share-milkers gross income
was determined by totalling his share of the receipts, including sales of cull
stock, and adding the sum of £75 for the value of house and perquisites.

Though the actual analysis used £75 for the value of housing purposes, a truer
figure would have been somewhat higher than this as in nearly every instance
the standard of housing compared very favourably with 'the average suburban
dwelling'. There were two or three notable exceptions to this, however, but
where the standard of housing was lower than the standard taken, the disparity
has been ignored. The same applies to the cases where the standard of housing

was higher than the average.

The net income of the farm owner was arrived at by deduction of paid out
costs plus depreciation and mortgage or overdraft interest from his gross income.
From this figure, which approximates the taxable income, interest on equity
capital (Section V) calculated at 5%, and wages of his own labour were deducted.
The last figure being derived by varying the adult male wage (5 guineas per week
for that year) according to the time worked per week. The balance left represents
a combination of management reward and pure profit. It is this figure which is
used (Section 5) as a means of comparing the incames of the different groups of
farm owners. The net income of the share-milker was found by deducting his paid
out costs, depreciation, mortgage or overdraft interest and a calculated wage
for family labour from his gross income. Next was deducted interest on equity
capital, if any, and a personal labour reward of £273. The balance left, as in
the case of the farm owner, represents a cambination of management reward and
pure profit. It is this figure that is used as a means of comparing the different
groups of share-milkers. In the determination of the figure representing the
management reward and pure profit (hereafter called the management-reward) the only
tax deducted as a farm expense was land tax. No account was taken either of
Social Security or Income Tax as these were regarded as being a distribution of
the income once earned and not connected with farm costs. The disadvantage of
comparing the position of half-share, third-share and quarter-share farm owners
on the basis of their management-reward is that in each group the degree of
management exercised is quite different. (See App.IV) The advantage is that
there is a minimum of arbitrary assumption involved. In the following relevant
sections the assumptions and definitions not covered, or only covered in a general
way in this section, will be dealt with in detail.

-9 -



PART Il

RESULTS




PART II

SL£CTION III

GENERAL NATURE OF KFARKS ON WHICH SHARE-MILKING CARRIED QUT

SIZk OF FARMS

For the purpose of group comparison the area devoted to dairying (effective
area) on the farms has been calculated as the total area minus that occupied by
house and buildings, minus any non-usable waste and minus any area given over to
other types of production. It does include, however, the area given over to
drains, hedges and shelter belts. Doig (3) calculated the effective area of the
farms he surveyed as approximately 8l% of the total area. ‘This figure is, by
inspection, too low for the farms covered by the present survey. The comparable
figure would in this case be approximately 95% to 97%. It should be noted,
however, that there is a slight difference in the definition of the effective area;
Doig includes the area occupied by house and buildings. Altering either definition
to comply with the other is not likely, however, to make a difference of more than

one percent in either calculated effective area.

Table 2, showing the average effective areas of the three classes of farms
under survey, illustrates that share-milking is carried out on considerably larger

than average farms (Section VI).

Table 2., Average effective area in acres of the farms surveyed.

Contract Total Area No., of farms Av, effective area

1/L share 756 Ih 189.0

1/3 share 8,961 59 151.9

1/2 share 7,478 62 * 120.6

All farms | 17,195 125 137.6 X

% Omits one farm where data on area not reliable.

The table also shows the increase in area accompanying any reduction in the

share-milker's share of the farm proceeds.

The standard deviations of the 1/3 share and 1/2 share groups, as calculated

2

from the formula .. s = |3%X- 58.8 % Sedand 41.2 = .3/ respectively.
n -1, are 2
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These figures indicate that, (a) Both types of contract are found over a wide
range of farm size. (b) The variation in area is greater for the 1/3 share

100
farms than it is for 1/2 share farms. As shown by the formula s/x = 'éi‘ ’

the Coefficients of Variation of the two groups are 38.7% and 34.2% respectively.
That is there is a greater absolute variation in the third share group about the
third share mean than there is in the half share group about the half share mean.
The implications of these figures are therefore that while share-milking is in the
main carried out on somewhat_larger than average farms, both the principal contracts

are found in operation on quite small farms as well as on very large ones.

Graphs J. and .2. show the frequency distribution of the various sizes of
farms in class intervals of 40 - 59, 60 - 79 acres etc. From these graphs it is
observed:-~

(a) That there are more farms below the average size than above it.

(b) That with the exception of the 1/3 share farms the modal farm is smaller
than the average farm; i.e. in the 1/2 share farm group and the
'all farm' group there is a degree of skewness in the sample.

(c) That if it was not for the isolated very large farm the 1/2 share average
and modal farms would tend to fall in the same class interval, but that
the modal 1/3 share farm would tend to fall in a higher class interval
than the average 1/3 share farm.

(d) That, as would be expected, all the 1/4 share farms fall in higher class

intervals than do either the average or modal farms in the 'all farm' group.

While Table 2 shows the means of the 1/3 share and the 1/2 share farm group to
be quite widely separated, graphs J.. and .2. indicate that there is a considerable
degree of overlap in farm size in the two groups. A 't' test (7) applied to the
two means, indicates however, that the two samples are drawn from different
populations. Significance is at the one percent level when the following analysis

is made.

L]

d
v - ST (see App. V for example)

1°1.9 - 12C.6

J/ 20C679 &+ 1C4GCO
50 +61

I I
- ’).4 I{O ::)u

(The I% level of"t" for n =121 ig2626)
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SIZE OF HERD

The average size of herd in each of the different groups, as shown by
Table 3, has been calculated from the effective number of cows in milk for that
season. In order to arrive at this latter figure the cows in milk on the night
of January 15th 1946 on each farm have been multiplied by 1.055 (16). The results
shown, therefore, refer not to the cows in milk at any one period but to camplete

lactation equivalents.

The collection of information twelve amd thirteen months after the time to
which it applies, involves the risk of error in that information. It is suggested,
however, that as the information relating to the particular herd size had also
been collected by the various dairy companies for the Dairy Board, the particular
figures sought would be more clearly in the mind of the co-operator than a figure
relating to any other period. For this reason the possible error will have been
considerably reduced. It is further maintained that, as the herd sizes are

nearly all fairly large, any absolute error will be but a small percentage error.

Table 3. Average effective size of herd.

Contract Total Cows No. of Herds Av. Effective
Herd Size

1/. share L6L.2 L 116.1

1/3 share 5,719.9 59 9.9

1/2 share 5,164.0 63 82,0

A1l farms 11,348.1 126 90.0

The above table illustrates that for each increase in the share-milker's share
of the farm proceeds, the size of the herd decreases considerably. A 't' test
applied to the means of the 1/3 share and the 1/2 share farm groups indicated that

the two means were significantly different.

96.9 - 8C.C

./'50559.?z " 64553-%8 ‘/ %9 . 1

t

50 + 63

4.6 EeSe

(The I4 level of 't' for n =122 ig262¢)
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Graph No 4

Frequency distribution of Herd size.
(A1l farmsj

Quarter share farms thus.?7.

4C 7
3¢&

36
34

3

3¢
ot

N/
v

‘requenc

B

I

o

-

- 1 H

4C 60 8C 100 1:C 14C IEC 1BC 20C

(Cize of Ferd , Bftentive,



A comparison of Tables 2 and 3 indicates that as the size of farm and herd

increase, the average carrying capacity decreases.

*

Table 4. Relationship of Contract to Carrying Capacity

Contract Cows carried per
100 acres

1/l share 61

1/3 share 64

1/2 share 68

% Carrying capacity is the average cows carried per acre in each of the contract

groups. In this instance it is an average of an average and not a true mean.

The standard deviations 29.5 ¥ 2s.7 and 25.2 £.24¢ about the 1/3 share and
1/2 share farm group means respectively, show that the range of herd size is quite
considerable. Any differences in the distribution of the herd sizes about the
mean, as implied by the differences in the standard deviations, are, however, due
to the significant differences in the means. The Coefficient of Variation for
each of the two groups is the same. viz. 1/3 share farms s/% = 30.44%

1/2 share farms s/X = 30.73%
It will be noted that the Coefficient of Variation of each of these groups is
smaller than the corresponding figures for variations in farm size. Graphs e
and .4.. show the frequency distributions of the various herd sizes in 20 cow class
intervals, the actual limits of which are 39.95 to 59.94, 59.95 to 79.94 etc.
These graphs bear out the above statements and, furthermore, illustrate that:-
(a) The modal 1/3 share farm herd is smaller than the average herd size
of that group.
(b) The modal 1/2 share herd is similar in size to the average 1/2 share herd.
(c) Any skewness in the two samples is due to the presence of a few very
large herds.
(d) In the 'all farm' group the average herd size falls within the modal
class for that group.
(e) Each of the 1/4 share herds is as large or larger than either the mean

or nodel herd in the 'all farm! group.
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Graph Xo 6

Frequency distribution of production per Acre.
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AVERAGY BUTTERKFAT PRODUCTION FEr ACRE

A 't' test shows that the average butterfat production per acre of effective

dairying land, Table 5, is non-significantly different in each of the two main groups.
I34.C - I125.4

t = —
7G,546.1G 4+ 64 AL 1 %
/ 5‘“‘5‘11"“1’"44“’115 / 2T T4s

= I.2 Y.5. (The 5. level of 't' is I-994)
rrom this analysis has been omitted the four 1/2 share farms and two 1/3 share
farms on which no replacements were reared. The inclusion of these data would

tend to bring the means even closer together.

Table 5. Averace Lffective Butterfat Production per Acre.

Contract Total B.r. No. of Acres Av. B.r. per acre n
1/l share 98,134 746 131.5 4
1/3 v 1,093,635 8,109 104.9 53
1/2 »n 671,062 5,352 125.4 L5
A1l farms |1,862,831 14,217 131.2 102

The standard deviations about the means of the 1/3 share and 1/2 share groups,
39.3 ¥ 3.8and 38.3 * 4l respectively, indicate a wide range of variation.
The coefficients of variation of the two groups, however, show that in proportion
to the size of their means 1/3 share farms vary to a lesser degree than do half
share farms in production per acre.

s/x =29.13% and 30.53% (1/3 and 1/2 shares respectively)

Graphs-ﬁ;é. show this difference in the variations but also illustrates that if it
was not for the case of the one very low producing half share farm, this difference
would be considerably less. Graphs 5,A are drawn in class intervals, the actual
limits of which are 39.95 to 59.94, 59.95 to 79.94 etc., so that a comparison of
the three may be more readily made.  Graph OA.. is drawn with similarly sized
class intervals but with a different lower class limit. It will be observed that_
when this practice is adopted the graph takes on a much more 'normal'! appearance.
The cause of this is the concentration of farms in the 150 to 159 lbs. of B.F.
group. This makes the data very sensitive to any change in the lower class limit.
These graphs further illustrate that the per acre production from the average half-

share is lower than that from the modal 1/2 share farm, but that the average

1/3 share farm falls in the modal class for that group. In the 'all farm' group

-1 -



the lower average production per farm is the result of one very low producing

1/3 share farm, an explanation that is applicable to the 1/2 share group also.

Hamilton (4) using figures compiled by the Government Statistician (2)
concludes that 'the increased efficiency of labour in the larger herds is assoc-
iated with higher average production per cow and increased carrying capacity
reflected in higher per acre production!'. The deviation of the results of the
present survey from these conclusions is possibly explanable in the following way.
As the 1/3 share farm group (the farms of which are larger than the 1/2 share
farms) tends to have a slightly lower carrying capacity (Table 4) than the half-
share farm group, any higher average production per cow (Table 6) is not signif-
icantly reflected in higher per acre production. The lower carrying capacity
apparently nullifies the higher production per cow. An alternative explanation
is that as the 1/2 share group and the 1/3 share group are each comparatively
small, the variation within each group is sufficient to reduce any between group

variation to a level of non-significance.

AVERAGE BUTTERFAT PRODUCIICN PER OQW,

The average effective production per cow for the different contract groups
has been determined by dividing the season's factory supply by the effective number
of cows. The result of this analysis as indicated by Table 6, is to show that
the average production per cow on 1/3 share farms is considerably higher than the
average production per cow on 1/2 share fams. A 't! test of the means of the
two groups indicates that these two means are significantly different. Significance

is at the 1% level. )
t = 215.1 - 19_408

€7274.1 4 50440.26 [ 1 1
53 + 40 J 54 4G

= 2.8 E.S.
(The Ix level of 't* for n =107 3ig2-62()

Table 6. Average Effective Butterfat Production per Cow,

Contract Total B.i'. No. of Cows Av. B.F. per Cow | n
1/l share 98,134 L4 .2 211.4 L
1/3 share | 1,115,075 5,351.7 215.1 55
1/2 share | 771,823 3,961.2 194.8 49
All farms 2,021,032 Q. 777.1 206.7 108

- 15 -
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The disparity between the number of items in this table and the number in
Table 5 is due to the inclusion in this table of the six farms on which no young
stock was reared. The standard deviations of the 1/3 and 1/2 share groups are
30.8% 249 and 42.6%.4+4. respectively. The coefficients of variation indicate
that relative to the size of the means, there is considerably more variation in
per cow production within the 1/2 share group than within the 1/3 share group.
1/3 share group s/X a« 14.27%
/2 » " s/X = 21.87%
Graphs??@i.. which are drawn in 20 1lb, class intervals, the actual upper and lower
limits of which are 99.95 and 119.94, 119.95 and 139.94 etc., show the concentra-
tion of the 1/3 share group about its mean and also demonstrate that even the
removal of the one low producing herd from the half share group would not cause

this group to be as concentrated as the 1/3 share group.

Hamilton (4) gives as a possible explanation of the higher per cow production
of the larger herds, the view that it 'may be due, in part, to the fact that the
larger herds tend to be concentrated in the better dairying areas, while many
small herds are in non dairying areas’. The difficulty in applying such an
explanation to the differences found between the 1/3 and 1/2 share farm groups
lies in that both the samples in this survey were drawn from the same area.
turthermore it is a commonly held view that if a farm is not very highly developed
it is likely to be held on 1/3 share rather than on 1/2 share. Admittedly,
such a generalization would be difficult to justify by objective measurement
but, if carrying capacity is accepted as a measure of the state of development,
Table 4 would bear out this statement. Two explanations of the problem do,
however, appear as likely alternatives. The first is that the number of cows
actually carried per acre is not a true measure of the optimum carrying capacity
of the farms. If this was so the implication would be that, as the 1/2 share
farms were more heavily stocked per 100 acres than the 1/3 share farms there was
either over stocking on the 1/2 share farms or under stocking on the 1/3 share
farms. Either situation would have been advantageous to the 1/3 share herds
because these herds would have been more adequately fed than the herds on the
more heavily stocked on the 1/2 share farms. The other explanation is that the
higher production per cow is the result of extra management exercised on the farm
where the herd is owned by the farm owner. Of the two alternatives it is
suggested that the former is the more likely, though sight should not be lost of

the fact that the two farm groups are separated not only by the size of the herds,

- 16 -



but also by the type of contract. It is possible therefore, that the lower
production per cow on the half-share farms is the immediate result of the higher
rate of stocking on these farms. ‘Ihe higher rate of stocking in turn, was
possibly due to pressure by either the farm owner or the sharemilker, or both,
as they attempted to get the largest possible return from farms, that in many
cases are too small to give a going rate of return to all the factors of
production. (Section V). It should be borne in mind, however, that 1945/46

was a drought year and that in a normal season this increased stocking may not

have resulted in a lower per cow production.

TOTAL OUTPUT CF BUTTERFAT PER FARM

The figures for the total butterfat production per farm (Table 7) are the
total factory supplies for the dairy season 1945/46. The period covered by these
figures is either from the lst June to the 31lst May or the lst July to the
30th June, depending upon the factory practice in the district. In most
instances the figures are for the former period. In all except a possible
nine or ten cases the figures are those shown on the farm owner's or the share-
milker's dairy statement. In the cases where this does not apply, the production

levels were estimated by either the owner or the share-milker, or both.

Table 7. Average Factory supply of B.r. per farm, 1lbs.

Contract Total B.F. n B.tf'. per farm
1/l share 98,134 4 24,531
1/3 share 1,151,075 55 20,929
1/2 share 771,823 49 15,752
A1l farms 2,021,032 108 * 18,713

% This Table includes the six items where no young stock were reared on the
property.
A 't' test applied to the 1/3 and 1/2 share group means indicated that they were

significantly different. Significance was at the one percent level.

-t - 2(,003 st 15705
48 %

+ 5 75 755

= 4,18 Hede
(The I, level of *'t' for n = /04 ig2-620)
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The coefficients of variation of the 1/3 and 1/2 share group indicate that there
is, relative to the size of the means, more variation in total production in the
1/2 share group than in the 1/3 share group.

6630 £ 832 , s/X = 31.29%

1/2 share group s = 6070 £ 6i3. , s/ = 38.53%

1/3 share group s

The extent of this variation is illustrated graphically by graphs 9a .%.9b They
show that while there may be more relative variation within the half-share group
this group is relatively free of skewness, but that the 1/3 share group has been

skewed to some slight extent. The 'all farm' group is somewhat skew also.

''he size of the farm business is probably best shown by the total B.F.
production per farm, since it sums up the number of acres, the carrying capacity
and the production per cow. Graph J&&. illustrates that while the bulk of
the herds produce between 10,000 and 30,000 1lbs. B.r'. there are some which produce
either more or less than this amount. The problems associated with the
division of the total returns do not tend to be acute, however, when the herd
production is large, but they do become when the total production falls below
a certain level (Section V). Therefore the total production figures, the type
of contract and the value of the payout being known,do give quite a good rough
and ready indication of just what constitutes the lower limits of the economic

share-milking farm.

CAPTIAL TNVISTRENT

Method of Determination.

The term 'Capital Investment', as used in this study, has not the same
meaning as either of the terms 'productive value', or 'Government capital value!'.
It is an historical record of the money that has been invested in the farm since
and including its purchase. It is an approximation of the amount of money that,
up to the time of the survey, would have heen available for alternative investment
had it not been put into the farm. Cepital investment was chosen in preference
to 'present capital value'! because the determination of the latter is in itself
a question begging process. The present capital value is that value which will
give, at the ruling rate of interest, a return just equal to the 'surplus! from

which it was determined.

.



To the purchase price of the property was added the cost of extended
buildings (other than the farm owners house and zarage), fences, shelter belts,
drainage, water supply, plant and implements, roading and bridging, vehicles
(other than cars), stock, pasture laid down for the first time, and the initial
cost of clearing land. The cost of personal labour was calculated as accurately
as possible and included where applicable. Improvements to the capital value
of the pasture have been ignored throughout as the determination of a figure
representative of this item, recuires a much more intimate knowledge of the farm
than it is possible to gain in a brief visit. Similarly, improvements made to
existing capital assets have been omitted. They have been classified as mainten-
ance of existing capital. In all cases {except with stock) the figures gathered
were the actual cost at the tine the improvement was made, and hence do not
represent the rresent day replacement cost.. In the case of stcck investment

the actual cost basis had to be abandoned because of the difficulty in calculating

costs of herd expansion. The figures used in this case are the replacement cost
-

values. They are 12 for milking cows, £% for yearling heifers, £4 for calves

§25 for horses and #£4 for sows. No account has been taken of depreciation of

the capital assets as it was contended, that for the purpose of this analysis any
depreciation would have been balanced by the theoretical 'depreciation fund'.

The assumption underlying this approach was Lhat the depreciation fund was interest
bearing at the same rate as the invested capital. The equity capital was there-
fore calculated as heing the capital investment minus the capital indebtedness.

The omission of any consideration of the amount of depreciation assumes that the
depreciation fund has not been added to the original capital investment by
re-investment in the farm. Depreciation money has however, in the majority of
farms in New Zealand, been put back immediately into the farm either in the form
of additional assets or mortgage repayment. If either of these practices has been
adopted on the farms surveyed, and they most likely have been, the capital
investment figures will be shown in the analysis as somewhat larger than they

should be. As, however,
(a) the stock have been put in at a standard replacement value,
(b) the plant and implements have not been counted cumulatively,
(¢) the only other depreciating item is buildings which have tended to

depreciate little in money,

there will not be much disparity due to depreciation being amitted.

- 19 -



It is suggested that a capital figure determined from an historical record
of investment somewhat understates the present day Waikato value of the farm
and etc. by about £10 to 415 per cow. The advantages of the system adopted,
however, are that it relates the capital invested to the date of purchase (see
later) and it avoids use of methods that are even more arbitrary. The alter-
natives might be to -

(a) wuse'present day values' which, as has been noted previously, would be
an attempt to fix the values so that the average return would just

equal the percentage regarded as appropriate.

(b) ‘'Correct' the capitalization per cow by a regression coefficient on

to the present day payout.

(c) Give an artificial capitalisation per cow from the more up-to-date

investments.

(a) Capital Investment in telation to Type of Contract and Supply.

There were only eightyone cases in which it was possible to get information
relating to the same farm from both the owner and the sharemilker. In 10
additional cases, however, 1/3 share owners provided data without the share-milker,
for various reasons, doing so. In these cases an estimate has been made of the
share-milker'!s capital investment so that these farms may be included in the
capital investment and the capital indebtedness sections. No estimation of
1/2 sharemilker's capital investment has been made. In the case of thé 1/3 share-
milkers it was found (see App.V), that the mean and the modal investment were £0..4
per cow where the supply was to a butter factory. Where the supply was to a
cheese factory the sharemilker's modal investment was §0.0 and an average of £0,32
per cow, In no case did a 1/3 sharemilker have either a business overdraft or
a mortgage. For five butter supplying farms and five cheese supplying farms,
therefore, the sharemilker's capital investment was estimated and included in the
analysis. The rates of interpolation were £0,4 and §0.2 per cow for butter and
cheese supplying farms respectively. It is probable that these figures are a
little on the high side, but this will allow for any deviation from the modal

figures.

Included in the capital investment and the capital indebtedness sections are
five farms, where no young stock were reared for replacements that season. In
would
order that the greater number of cows in milk on these farms #s not unduly lower

the capital investment per cow figure, an estimate was made of the number of
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cows that would have been in milk had young stock been reared on the farms. It
is this reduced number of milking stock that was used as the basis for calculating
investment per cow in the land and dead stock. For the determination of invest-
ment per cow in the live stock, the actual number of cows in milk was used.
Failure to do this would have resulted in the investment per cow in the live stock
being over-estimated by about a quarter. In all cases the term 'capital
investment per cow! refers to capital investment per effective number of cows in
milk.

Table 8 classifies the average capital investment per cow by type of contract and
supply when the owner and the sharemilker both provided information relating to
the same farm. Table 9 demonstrates the average capital investment per cow of
all the farm owners and the average investment per cow of all the sharemilkers
when they are classified by type of contract only.

Table 8. Average Capital Investment per Cow (£) on Farms where both parties

supplied data.

Contract ButteJ n Cheese n D.l&, n All supplies n
£ & & 4
1/4 share }57.9 3 86.3 1 - - 65.0 L
1/3 share*|78.8 26 90.8 20 79.0 9 83.1 55
1/2 share 85,7 | 19 92.4 | 6 93.6 | 7 88.8 32
A1l
contracts |80,1 48 91.0 27 5.4 | 16 8L.3 91

Table 9. Average Investment per Cow (£),all Owners and all Sharemilkers.

Contract Owners n || sharemilkers n
1/L share 64,7 Lo 0.2 4
1/3 share 82.6 55 0.46 56
1/2 share 71.0 19 16.7 L3

3  Includes ten farms where the sharemilkker's investment has been estimated
(see above).

The above tables indicate that both the type of supply and the type of contract
affect the investment per cow. Table 9 illustrates the division of capital
between the farm owner and the sharemilker under the three types of contract.

The most important part of this table is the division under the system of half-
share milking. In the case of the 1/4 and 1/3 sharemilkers the small investment
is accounted for almost wholly by the ownership of half the pigs. 'The capital
investment of the 1/2 share-milkers is made up of herd ownership and, in many cases,
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though not in all, ownership of implements and pigs. ‘The reduced capital
investment per cow of the 1/2 share farm owners, as compared with the 1/3 share
owners, is due to the ownership of the livestock by the latter class and the

lack of stock investment by the former.

When the data summarised in Table & was subjected to investigation by the
Analysis of Variance method (7) the differences between the means of the sub-classes
were seen to be less significant than the table would indicate. (See App.V for
working data). As there was no dataavailable for the 1/4 share D.M. sub-class,
the method of analysis adopted was that of sub-classing in the following way.

(a) All contracts for cheese and butter supplies.

(b) All supplies for 1/3 and 1/2 share contracts.

By the former of the two methods the results obtained indicate that there is
a definite variation in investment per cow as between cheese and butter supplying
farms. The cheese farms have a significantly higher investment per cow than the
butter farms. Significance is at the one percent level. The variation in
investment per cow as between 1/4, 1/3 and 1/2 share farms, is, however, not so
highly significant. Significance is only at the 20% level. (Probably 10% but
tables not available for checking). The between groups variations are shown in
Table 10 which follows.

Table 10. Capital Investment per Cow on 1/4, 1/3 and 1/2 share Farms supplying

butter and cheese factories.

Source of Variation d.f. Sl M.S. F. Sign

Sub-classes 5 808,8

Between contracts 2 311.1 155.6 2.15 N.S.*%
Between Supplies 1 369.7 369.7 5.11 H.S.

Interaction 2 128.0 64.0 - N.S.

Error 67 - 72,27

# Significant at the 20% level and probably at the 10% level.

When the latter of the two methods was used the indication is that, as between
all supplies, there is no significant difference. The difference between 1/2 and
1/3 share farms as regards contract differences is, however, maintained at the
20% level and probably so at the 10% level. 1/2 share farms are, by this analysis,

shown to have a higher capitalisation per cow than 1/3 share farms for all types

of supply.
ST



Table 11. Analysis of Variance. Capital Investment per Cow on 1/2 and 1/3 share

Farms supplying Butter, Cheese and Dried Milk ractories.

Source of Variation d.f. SHo M. S. F. Sign
Sub-classes 5 219.6
Between contracts 1 £d. 88.9 3.30 N.S.%#
Between supply 2 87.9 4349 1.63 N.S.
Interaction 2 4,2.8 214 - N.S.
Error 79 - 26.9

\

# DNon significant at the 5% level but significant at the 20% level and probably

so at the 10% level.

hen the data is further analysed under the sub-divisions of,
(a) All contracts
(b) A1l supplies,
irrespective of the other factor, the results indicate that there is a significant
difference between contracts and & significant difference between supplies for

investments per cow.

Table 12. Analysis of Variance. Capital Investment per Cow.

(Classification by type of supply).

Sources of Variation d.f. SIS M.S. . Sign
Total ggst 27,647.8

Between Croup 2 2,009.3 1,004.6 EA S
Jithin Group 86 25,638.5 298.1

Table 13. Analysis of Variance. Capital Investment per Cow.

(Classification by type of contract).

Sources of Variation d.f. SR .S F. Sign
Total 88 27,647.8

Between Groups 2 2,180,7 1C90,3 3.7 S
Within Groups 86 25,467,.1 296.1

% As in two cases, the data refers to two farms, N is reduced from 91 to 89 and the

degree of freedom to 88.
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From the above anzlyses it is concluded that there is a general difference in
the extent of investment per cow as between farms differing in the type of contract.
Also between farms differing in the nature of supply. ihen the farms are sub-
classified into different contracts and supply groups, however, these differences
may be lost. There is, though, a significant. difference between 1/2 and 1/3
share farms, no matter what the supply, (at the 20% and probably the 10% levels),
and between cheese and butter farms, no matter what the contract, in the extent

of investient per cow.

The difference between the contract groups is attributed to differences in
area and herd size of these groups (See pJl3..). The smaller farms, which are
the 1/2 share farms, spread a similar capital investment over a smaller number
of cows. The differences between cheese and butter farms are attributed to the
greater investment in transport and shed equipment on the cheese farms. This
higher rate of investment is not cancelled out by a lower investment in piggeries
in the Waikato area, as many cheese supplying farms are as well equipped as butter
farms with piggeries. The dried milk supplying farms appear to have a lower
average investment per cow than the cheese farms. This would indicate that the
higher shed investment in the former is more than cancelled by a lack of invest-
ment in pigs or piggeries (if they have been supplying dried milk under contract
for some length of time, as was the case with the majority of farms surveyed.)
This difference between cheese and dried milk farms, however, appears to be non-

significant,

(b) Capital Investment in Relation to Date of the Farm. Purchase.

Ffrom graph J/.. it will be seen that both the half and the third share farm
groups were purchased over a similar period of time. In both groups approx-
imately twice as many farms were purchased after 1928 as prior to that date.

1928 is the median year of the graph when the omitted purchase is included. Any
differences between the two groups in the amount of capital investment is, therefore,

not due to .an uneven number of farms being purchased at a low price period.

If, however, the farms for which both the farm owner and the sharemilker
have supplied data, are grouped according to the year of their purchase and the
average investment per cow for each of these year classes is plotted against the
year of purchase, the resulting curve will resemble, in outline, the N.z. trade

cycle curve. In graph JL2. the average investment per cow up to the time of the

-2l -



P TS

fer@

k)

and
Trafis
CO0g

g &

wm
. it Y

£5 b

&C j

3€ I /

| ! [ i ! 1 J— ! | | i/ 1 | 1 L 1 | 1

. 7 & ¢ 10 II Iz 13 14 15 16 17 1b 19 20 2r 22 23 =4
E Year of Farm purchase




arapf 1.0

lcCoe
Investment per Cow (cwner plus Share-milker)

as at 15/1/46 and the average payout per 1lb B.F. in the year

that the Farm was purchased.
Farms classified according to the year in

which they were purchased.

5 K +
SRR AN . ;‘@‘4;\ G 2
FTET PE 5 e 3 T

Year of Farm Purchase

P TN :
2]
Q.
S
0 n
s O
SO #
O™~
-
95- ¢
o . Investment per Cow (Average)
ol fence per 1lb. B.Fe —====—=a (Average)
v 2-D
ILand transfers (Thousands
o P (Rural and Urban)
» I"
75§ “
I\
[ |
[\ | \
|\
L ’ \
oF I
|
; I
oL [ j
’ B
’A\‘ | /
/ \ I |
\ f |
/ \ /
( | / \ | ‘
/ \ [ |
/ \ [ |
4 / 1 //‘ |
/ AN
! e ST
4( l /
J \//
T ! \
35 / \
// W/
_}(, v
/
//
25 G 3
/ ——— /
- =~ \\ /
- W S~
C
(=
15
| i 1 i ‘|' ] il 1 | | | | | ! ! | 1 1 L | ' 1 1 | 1 ] 23 i | 1 | | | 1
c 3¢ II I2 13 14 15 1o 17 1lb 19 20 2122 2B 4 <5 26 &7
28 29 30 31 32 33 34 35 36 37 38 8
40 41 4c 4



survey has been plotted against the year in which the farms were bought. Plotted
against year in the same graph are that year's transfersof land, in 0O0Os, (2).
and average butterfat payout in pence per 1lb. B.r. (4). It should be noted,
however, that while there is a general relationship between transfers of land,
average butterfat payout, and capital investment, two sets of the data refer to
one twelve month period and the other refers to a different period. The B.F.
payout figures apply to the end of the dairy season in the year mentioned.
Transfers of land (both by conveyance and memoranda of transfer) and the capital
investment figures, on the other hand, refer to the end of the official statistical
year (2) which comes some six months later. There is therefore a 'time lag!
between the former and the latter sets of data, and it is the latter set which

'lags!. This time lag of six months is demonstrated in the following example.

1st June 31st May
I T B.F. payout
1st Jan. 31st Dec. ( Transfers of land
I— I ( capital investment
1918 1919
1919 1919

The data campounded in graph f&. was analysed to determine the significance,
if any, of the correlation between the curves. The method adopted was that of
tabulating the data in sets of two, regarding each as a time series, and analysing

for the correlation coefficient by the following formula. (See app. V for working

data).
Sy
r= [x% x 52 (D)
aQy
where Sxy - SXY - —- nSY
2
O !
! 2
(sy)
sy? = SY° - =

The results of these analyses indicated that the number of transfers of land
in each calendar year was significantly correlated with the average Dominion B.F.

payout for the twelve months ending six months earlier (see sample above).
r = SXY
5x€ x gy?2

=

1819.1

= .?56 : .(-/?9 H.S. d
(The I, level for this value of n is.456

-
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Furthermore, the average investment per cow, up to the time of the survey, was
found to be significantly correlated with the average B.¥. payout for the year

in which the farm was purchased. The time lag in the analysis was again six

or seven months.

833.2
T =9708.5

= 488434 %uwhich is significant at the one percent level.
(the 1% level for this value of ﬂ is 1478, )
It is suggested that the course of events is as follows. Fluctuations in
the payout for B.F. materially affect the demand for land, and hence the rate of
land transfer.  The variations in the demand for land, in turn, affect the level
of investment per cow. koreover fluctuations in the purchase of farms have a
zreater effect upon the level of capital investment today than do the minor
variations in the rate of capital accumulation since the date of purchase. 1In
order that fluctuations due to the relatively small :ize of the sample, could be
eliminated from the analysis, the graphs and calculations were repeated after

the data had been reduced to five year end-point moving averages.

Graph L3 .. presents the same picture as graph X2. except that the curves
have been plotted from end-point moving averages and the average payout curve
has been plotted on the half year. ‘That is, the average payout curve has been
moved back half a year to bring the corresponding months of each curve into line.
When the correlation coefficients of these moving average data were determined,
(App.V for working data), the level of significance was increased in each case.
With the moving average of the average RB.r. payout and transfers of land (six
months time lag) the coefficient of correlation, r, equalled .858 * 131

(the 1% level for this value of n=4<

The correlation coefficient hetween the moving average of the average B.r.

payout. and investment per cow is .700 = «¢C when the time lag is six months.
(the 1% level for this value of n is «496 )

There is, despite the hizh values of r, one qualification to be made about these
analyses. The method used presupposes a tendency line and sz and Sy2 are each
the squares of the deviations from Lhat tendency line. The presupposition of a
tendency line, or mean line, implies that this analysis must be regarded as a
long term one and not a measure of the year to year movement. The averages are

moving averages and the correlations are correlations of moving averages and not

- 26 -



correlations of the deviations from the moving averages.

In order to find the extent of any time lag between payout and either
investment per cow or transfers of land, a third pair of correlation co-efficients
was determined.  B.#. payout for the period ended June in each year was correl-
ated with both investment per cow and with the transfers of land (000's) for
the period starting six months later and endinz eizhteen months later. That
is, the correlations were made when the time lag was eighteen months. In both
instances r had a higher value than previously. In tabular form the three

pairs of correlation coefficients are as follows:-

Correlation B.F. payout with transfers B.F. payout with invest-
of land ment per cow
Unsmoothed data rs= .756 * « €79 r= 488 *e C46.

(6 months time lag)

Smoothed data r= 858 £ 4121 r = 700 *.(94.
(a) 6 months time lag
(b)18 moon| r= 934 % 626 r= 715 2. 102,

From this it is concluded that the amount of capital investment in farms is
influenced, via the demand for land, by the average B.F. payout in the years
immediately preceeding the years in which the farms were purchased. The expected
future earnings of the farms tend, apparently, to be regarded as similar to their

earnings in the immediate past.

CAPITAL IND®RTEDNHKSS

It has been stated previously that, for the purposes of this analysis, capital
investment in the farm includes all moneys converted into fixed assets. It is in
fact the amount of capital controlled by either the farm owner or the share-milker.
Bquity capital, as distinct from this control capital, is the amount of the farm
owner's or the share-milker's investment minus that part held under mortgage,
overdraft or lien on stock and chattels. It is the unencumbered capital of the
owner or the share-milker, Capital indebtedness is that part of the investment
which has been invested by any person other than the farm owner or the share-
milker (or by the vendor in the case of a vendor mortgage). The term 'percentage
capital indebtedness! refers to the encumbered capital at a percentage of the

controlled capital, not at a percentage of the equity capital. The factors

- 27 -



1
Y

quency

¥re

Frequency.

20 F

18
16

I4

rn

Graph No

14

Frequency distribution of percentage of
controlled capital held under mortgage.

flalf share (wners,

I14a
tialf share-milkers,l4c
Third share Cwners,l4b
Third and lalf share (Cwners,

I4d

(Quarter share thus{44 )

Graph I4a

o

20

o

I

C_ 0 2C 4cC

6C 8C 100

Graph I4c

.

=

¢

4

1

cC 4C 6C &0 1

Graph I14d

GC

¢ ¢ <cC 4C

6C 8C 10C

C

{
Percentage of capital that is indebt

el

L

4C



affecting the absolute and the relative amount of capital indebtedness are the
type of contract and the period of ownership of the property, or the stock and

implements in the case of a 1/2 share-milker.

(a) Farm owners.

Table 1,. Distribution of capital indebtedness between 1/L4, 1/3 and l[Z share

farm owner sroups.

Contract Encumbered farms Unencumbered farms
l/h share L4, = 100% Nil = 0%
1/3 oo v 34 = 62% 21 = 38%
1
/2 25 = 56% 20 = LL%
All contracts 59 = 594 41 = 41%

In Table 14 it will be seen that in all three contract groups there are
considerably more farm owners with same capital indebtedness than without any.
This is probably due to the fact that more farms have been purchased since 1928
than before that date, (see graph .!..) and there just has not been time to pay
off the indebtedness. Graphs 143Pdillustrate the repayment tendency by showing
that, in each of the contract groups, there is a fairly uniform increase in the
number of items within each class as the percentage of controlled capital held
under mortgage declines. In graph J 5. the actual average capital indebtedness
(farm owner) and the percentage capital indebtedness at the time of the survey
has been plotted against the date of purchase of the farm. The average B.F.
payout has also been plotted against each year. All data are five year end-
point moving averages. In this graph the general trend of the actual and the

percentage indebtedness curves is opposed to the curve of average B.t'. payout.

ihen the time lag between payout and date of purchase was six months, the

actual indebtedness at the time of the survey was found to be non-significantly
correlated with the payout.

r= - J307*:82 (the 5% level for n = 25 is ,388)
The percentage indebtedness of the farm cwneir's capital was, however, significantly
negatively correlated with the payout when the time lag between payout and d ate
of purchase was again six months. Significance is at the 1% level.

r = - .565%13Y (the 1% level for n = 25 is .496)
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Similarly, the actual and the percentage capital indebtedness at the time of the
survey were found to be significantly negatively correlated with the B.F. payout
when the time lag between payout and purchase was eighteen months. Significance
was at the 1% level in each case. r equalled - .574% <083 and - 744 %107
respectively. (The 1% level for n = 24 is .505) A further correlation analysis
of the capital indebtedness in 1946 (farm owners) with the number of years that
thé farm has been owned, indicated that the larger the period of ownership the
lower the percentage of capital indebtedness in 1946. Significance was at the
1% level.

re-.704%Q9]. (the 1% level for n = 25 is .496)

There was no reason to suppose that a person buying a farm in the boom years
had any more eauity capital with which to make the purchase than a person buying
in the slump years. It was expected, therefore, that the person buying in boom
times would have a greater absolute and greater percentage capital indebtedness
than a person buying in the slump years: i.e. the level of capital indebtedness
would be postively influenced by the B.F., payout. Instead of this, it was
negatively influenced in the present sample. The explanation of the opposing
tendencies can be seen in graph 1.2. where the payout curve falls over the greater
part of the period under review. This downward trend of the payout curve
opposes the trend of the indebtedness curve. The latter curve rises as the
period of ownership decreases. Any tendency for the data to move in sympathy
over the short run, and it is suzgested that such a movement is apparent in the
graph, is therefore nullified by the long term tendency to move in opposition.

(b) Share-milkers.

In no case did any 1/4 or 1/3 share milker have any stock or chattels
secured. The data in this section, therefore,applies merely to the 1/2 share-
milkers.

Table 15. Level of Capital Indebtedness of 1/2 share-milkers.

Contract Encunbered Unencumbered

1/2 share 19 = 45% 23 = 55%

Graph I??., as well as illustrating the relatively larze number of 1/2 share-milkers
that are debt free, illustrates the importance of the 50% stock security. There
are only three of 42 share-milkers with more than L0% - 60% capital indebtedness,

-29 -



Graph No 14

Frequency districuticn of percentage capital
indebtedness(owner plus share-milker; on the farms
where both provided data.

Frequencys

—™
L

3C

20
18
16

1a

IC

1

A

g

. [ 1]

C ¢

IC

20

3C

4C

s 6c 7¢ 8c ¢C IcC

percentage of total farm capital mortgaged.



but there are seven with 40% - 0% and nine with less than this. Where the
1/2 sharemilker cannot find all his own capital, he can, usually, borrow ﬁp to
50% of the value of the live and dead stock cuite readily from a bank, dairy
company or vendor, This sum can be, and in most cases is, paid off fairly
quickly.

(¢) Farm Owner and Share-milker (where beth provided data for the same farm)

Table 16. Distribution of Capital Indebtedness between Farm Owner and Sharemilker.

Distribution of Indebtedness Number Percentage
Owner and S/M Debt Free 30 32%
Owner free and SAf indebted * 6 7%
Owner Indebted and S/ free L7 52%

2 Owner and S/M indebted s 8 9%
Number of farms ! o1 n 100%

¥ Will all be 1/2 share farms.

" Includes ten 1/3 share-milker interpolations (see p AQ.)

Graph 16, is a graph of the frequency distribution of the percentage capital
indebtedness where the owner's and the sharemilker's absolute indebtedness

have together been calculated as a percentage of the total capital investment

in the farm. It shows, as does Teble 16 above, that on two-thirds of the farms
there is some capital indebtedness. rrom this graph it will be observed that

on most of the farms the percentage of total capital indebtedness is below 50%,
and in the majority of cases it is below 30%. The existence of a relatively
large number of small mortgages, other than the 1/2 share-milker's stock

security, is attributed firstly to long term table mortgages and secondly to
present day taxation rates. This latter factor affects the debt structure of
the farms in such a way as to make capital accumulation difficult in many cases.
The rates of interest charged by the different mortgagees varies quite considerably
and depends upon the purpose of the investment and upon its length. In Table 17,
below; the common interest rates are shown. These,in practice,may vary somewhat

either way.



Table 17. Interest Rates for

Ton> and Short Term Farm and Stock Investments.

Mortgagee

Usual Interest Rate

Nature of Investment

Bank
Private
State

Dairy Coy. )
St. % St. Agency)

Lib - 5%
Lot - 5%
L-1/8% - L%

-
Db - Tk

Short and long term
Short & intermediate
Long term

Short term

- 21 -




SECTION IV

LABOUR UTILISATION CM SHARE-MITKING FARMS

GENERAL

Improvements in the technique and intensity of dairy farming have, in New
Zealand, been capitalized into higher land values. The effect of this action
has been to increase the difficulty with which land may be accquired under freehold
tenure. This, in turn, has resulted in the developnent of the princip‘!-of
share-milking.  Such a method of farming allows, on the one hand, ownership to
the landlord without the work of maintenance and management. On the other hand
it allows the tenant the opportunity for capital accumulation without the necessity
for property ownership. That this type of land tenure and method of labour
utilisation has proved advantageous to both landlord and tenant (farm owner and
share-milker) is evidenced by the number of farms on which share-milking operates

and by the time it has been operating.

As an occupational group, share-milkers may be classified into two general
categories. This classification is made purely on the basis of current
observations and past statements by writers such as Belshaw (9), Stephens (6),
and Doig (3). Tt is not statistical in nature. In the first category are
found those share-milkers who regard their occupation merely as a method of
employment and who, for sane reason, do not aspire to land ownership. Just
how important numerically is this section of the community it is difficult to
ascertain, but it is suggested that the permanent share-milker today ranks
higher in importance tran he did in the early days of the industry. There is
some evidence, that in the iaikato at least, the ranks of this class of share-
milker were swelled during the war and the immediate post-war period by families
whose principal object was the acquiring of a house in which to live, To what
extent these temporary sharemilkers are staying in the industry is unknown.

The possibility is, however, that they are reverting to previous occupations.

The second category comprises those sharemilkers who have farm ownership as their
eventual aim. That this aim has, in the past, been realised to a considerable
degree, 1s evidenced by the number of established farmers who at one time or
another were sharemilkers. That sharemilking,as a path to ownership, is not

as certain as it is popularly supposed to be, is evidenced by the writings of

Deig (3), Stephens (6) and Belshaw (9).
- 52 -



It would appear that, in the past, the practice adopted was for the share-
milker to engage in 1/3 share farming in order to build up enough equity to
purchase a herd and, if necessary, some implements. After this, by half-share-
milking, he could clear the stock and implements, build up-some money assets and
move on to farm ownership. Included in this group are those sharemilkers who
desire farm ownership and who, for various reasons, cannot immediately achieve
this aim. Apart from the present temporary check due to land shortage, there
is the serious check for many caused by a difficulty of capital accumulation,
accompanied by an increased amount of capital necessary. So long as improvements
in management and technique are capitalized into higher land values, rather than
into added labour reward, there can he no easing of this difficulty of the

provision of adequate capital.

Share-milkers as a labour group have certain characteristics differentiating
themselves fram other types of agricultural labour. The main differences are:-

(a) The very high percentage of married share-milkers as compared with the
hizh percentage of unmarried farm labour in general. (Table 23)

(b) Associated with (a) is the very high degree of family labour utilisation.
(Table 21).

(c) The fact that there is a tendency for sharemilkers to farm properties
that are larger than owner-manager farms in relation to the labour
available.

This last factor has a tendency towards:-

(a) A high output per labour unit.

(b) A high total farm output but not necessarily a high output per acre.
i.e. extensive farming. (Section V1).

(¢c) Lowered maintenance standards.

It is an almost universal opinion that the standard of share-milker's main-
tenance work is below that of the ordinary farmer. This is, as has been
mentioned bhefore, purely a qualitative comparison and very difficult to measure.
Such a tendency, however, would, it is reasonable to expect, be accentuated
by the yearly tenancy so common in sharemilking. It is a common observation
that yearly tenures of all kinds are associated with poorer maintenance and
other results of the predominance of short term over long term interests.

¢/f England, U.S.A. In this respect, both the owner and the sharemilker must

accept responsibility for any lowered maintenance standards.
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OUTPUT PER FILI-~TTME MALE TABCUR ECQUIVALENT

The output of B.F. per unit of labour can be analysed in two ways. Either
as output per full-time labour eguivalent or as output per unit of milking-shed
labour. The former method will take into account the share-milker's own labour,
the farm owner's labour, if any, employees labour, both full and part time, and
family labour, both full and part time, It will be the per unit of labour
associated with the farmm maintenance. It is derived from data collected from
the owners and fram the share-milkers where both provided infomation for the
same farm, The latter method will take into account only the labour that is
under the direction of the sharemilker during milking, and, as such is confined
to output per sharemilker plus family, plus employees. It does not take into
account any casual or farm owner labour, except in so far as these are used for

milking.

(a) Output per full-time male labour ecuivalent.

The mean output per full-time labour equivalent on all the farms on which
both owner and sharemilker provided information was 8,300 1lbs. B.F. With a
standard deviation of 2173 ¥ 131 1bs. That is, in two thirds of the total

sample, the total output was found to fall within the range 8900 t 2173 1bs.

Table 18. Mean output per full-time labour equivalent (lbs. B.F.)

Supply Butter Cheese Dried Milk
1/2 share 9605 8426 9992
§ 1/3 share 8049 9558 8416
§ 1/L share 7297 10962 -

An analysis of variance applied to the means in Table 18 indicated that the
variation within each zroup was significantly greater than the variation between
any combination of the groups. The tables have not been included in this
section but will be found in App.V. Too much importance should not be placed
on the 1/ share figures, as they represent only four items. Within the 1/3
and 1/2 share farm groups, however, it will be observed that there is a fairly
uniform difference between the mean output per labour equivalent and the output
on which a guaranteed price structure is built. It is suggested that, rather
than this excess production being merely a source of profit, it is a requisite
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of solvency.

12,000 1bs. B.F.

This applies especially on the smaller farms producing below

The difficulty in applying guaranteed price standards to

share-milking farms, lies in that, on these farms, two persons, owner and S/

have to share in each 6,000 lbs, B.#. produced. (see Section V).

that if the production on share-milking farms was not higher than 6,000 lbs.

per labour unit, the payment to capital and labour would be considerably below

transfer earnings (Section V).

(b) Output per unit of shed labour.

An analysis of variance applied to the 1/2 and 1/3 share means in Table 19

indicated that there was no significant difference between the contract groups

cut that there was significance between the supply groups.

the 5% level.

Significance was at

It is certain

Table 19. liean output per unit of shed labour.(lbs. B.F.)
Supply Butter Cheese Dried }ilk
4+ » -
E 1/2 share 6,452 8,340 8,323
£
<+
5 1/3 share | 2,040 7,491 8,976
O
1/4 share 7,88L 10,99¢ - i
3
;:’ Vi
{
Furthermore,

there appears to be a degree of interaction between supply and contyact.
b

The level of significance of this inter-action, however, is only at approximatei%
T

the 10% level. (Tables not available). If there is inter-action between the

v

15
supply and contracts it is suggested that the cause is the low output per shed ;f

unit ‘on the 1/2 share butter farms. If there is a difference between supply .
groups, exclusive of inter-action, the indication is that there is some degree of
locality variation. The dried milk farms would be from the highest producing

areas and the butter farms, in the main, would be from the lowest producing areas.
This impression was not gained during the period of data collection, but a larger

sample subjected to more detailed analysis may prove it to be correct.

Table 20. Analysis of Variance. OQutput per unit of shed labour on 1/2 and 1/3
share farms supplvinz Butter, Cheese and Dried milk factories.

Sources of Variance .f. | Babe 1.S. F. Sign
Sub-classes 5 3,805,690
Between Contract 1 322,900 322,900 1.21 N.S.
Between Supply 2 1,971,210 985,405 3.69 S.
Interaction 2 1,511,450 755,725 2.83 * N.S.
Error 7 266,681

% Significant at the 10% level only.
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Graph No zC
' Cutput per full-time male labour eguivaleut
in relatien to size of the total farm output.

Plotted in each class interval are the
individual items making up the class average.
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Graph No I9
Output per shed unit in relation to size
of the total farm output.

Plotted in each class interval are the
individual items making up the class average,
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Graphslybﬂleillustrate the frecuency distribution of the varying outputs per
labour equivalent and per shed unit between the contract group. It will be
observed fran these that there is generally a higher output per full-time labour
equivalent than per shed unit. The cause of this is the classification of part-
‘time family labour as whole units of shed labour, on the one hand, and as
fractions of full time labour equivalents on the other hand. The difference
tetween the two t;pes of output is an indication of the labour structure on

measures

share-milking farms. It the relance placed cn part time family labour for the
essential work of milking. (See Secticn V). This part time milking labour may

be paid labcur or it may not, bul the income nevertheless accrues to members of

the family. A4s, in the majority of the cases, this extra shed labour was supplied
by the share-milker's wife (unpaid labour), the difference between these outputs
represents a real gain to the family inccme., The gain is somewhat under-estimated,
however, as this unpaid labour has been included fractionally in the output per

full time labour equivalent.

CUTFUT FZR IABCUR UNIT IN KEIATICN TO SIZX CF TOTAL CUTPUT

In general, the output per lahouy wnit  both full time and shed labour,
increases as the farm increases in size. To illustrate this in graphs 1§...
and 2Q.. the farms were classified by size according to total output. The
class intervals are 5,000 to 5,999.4, 6,999.5 to 8,999.4 lbs, etc. and the output
per labour unit is the average for each of these classes, Individual farm

outputs are also plotted within each class interval.

1

A comparison cf graph 1., witt gragh 20,.. reveals that the output per
full time labour ecnivalent increases very rapidly between the total output
range 5,000 to 14,999.4 lbs. The output per shed unit over a slightly larger
range, 5000, to 20,999.4 lbs., however, increases much rore slowly. Both
outputs tend to remain more ccnstant as the output increases above these points.
The difference in rate of increase in output in the early stages, can be
attributed to the fact that up to an output of about 15,000 lbs. the milking
tends to be done by a married couple alone. If the total output is divided
by the two shed units, the rate of increase, while . uniform, is less marked
than if the total output is divided by, say,l.2 full time labour eguivalents.
After this output o aspproximately 17,000 lbs, B.F. has been reached, there
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is an increase in the number of full time labour eguivalents, including the owner's
labour, per farm. As a result, the increase 1n tie output per tull cvime labour
ecquivalent per class interval is not so marked. As will be seen later, the amount
of farm owner labour on the third share farms is considerably more than on half-
share farms.  Furthermore, these third share farms tend to be associated with the
larger output groups. (Section 3). The effect of this is, that as the total

output of the 1/3 share farms increases, the increase in the output per full-time

labour equivalent is not so rapid as the increase on 1/2 share farms.

PROVISION O LABOUR

The utilisation of family labour, especially wives, for farm work is no new
feature of dairy farming in New Zealand. Both Doig (3) and Hamilton (4) comment
on this fact. Doig (3) furthermore, makes particular reference to the amount of
farm work done by sharemilkers' wives. It has been stated earlier in this study
that the structure of sharemilking appears to be built on a foundation of family
labour in association with large herds. The following sections attempt to illus-
trate the former part of that statement., Evidence for the latter part is to be
found in the sections which dealt with the size of the farms and their output.

No attempt has been made to analyse the hours worked by family labour. The data
was collected, but has been used solely for the purpose of determining the wage
equivalent of that labour for the analysis of incomes in Section V. The subject

of the hours of work has been adequately covered by Doig (3).

(a) Tvpe of labour Provided by Share-milkers.

In Table 21 the term 'hired labour' refers to non family hired labour. Family
labour - sons and daughters - may be hired in the sense that wages are paid for
it, but to give an indication of the family nature of sharemilking labour it has
been excluded from hired labour.

Table 21. Labour utilised in Milkinos. (excludes 1// share farms).

Type of Labour Contract
1/2 share |1/3 share
Share-milker alone. 3 0
Share-milker and wife. 20 15
Share-milker, wife and family 3 3
Share-milker, wife, family and hired labour 0 0
Share-milker, wife and hired labour L 8
Share-milker, family and hired labour 2
Share-milker and hired labour 6 11
Share-milker and family 5 10
Totals L3 L7




Fran this table it will be seen that family and hired labour tend to be
associated with the 1/3 share farms. These, in turn, tend to be the larger farms,
On the 1/2 share farms, share-milkers or share-milkers and their wives milked
more than half (23:43) of the herds. Tt was only on a third (15:47) of the
1/3 share farms that this was the case. In the latter type of farming the herd
is usvally milked by more than two persons. Table 22 suwnmarises the labour

utilisation on the same farms in a slightly different way.

Table 22. Labour Utilised in Lilking (excludes 1/L share farms)

Number of wives who milked 53 60%
Number who didn't 37 L0%
Nunber of sharemilkers who used family labour of

some sort (wife, son, daughter). 70 78%
Number of sharemilkers who did not use any

family labour i 20 22%
Number of sharemilkers who employed non-family

labour (permanent) 31 3L%
Nunber of sharemilkers who did not employ non-

family labour. " 59 66%

% 1Includes three farms where no labour other than the sharemilker was employed.

" Or else only for casual work.

The non-family labour in the table above refers only to full time labour.
On nearly all of the farms, however, non-family labour other than the farm owner,
was employed for casual work. In that respect Table 22 gives a somewhat
erroneous picture of the non-family labour employment. ‘he outstanding features
of this analysis are the high percentage of farms on which the wives helped in the
shed, and the low percentage of farms employing full-time non-family labour.
Table 23 shows the difference between sharemilking farms and all dairy farms in

respect to these two types of labour.

Table 23, Labour Utilisation on Share-milking farms and Other Dairy Farms.

- -
Type of Labour S, Farms Other Dairy Farms

Percentage of farms on which
wives helped in the shed. 60% 32%

Non-family employees as a
percentage of the farms surveyed 35% 53%

% Ex. Table 1, P. 50, N.Z.D.S.I.R. Bull. 75 (3). The percentages obtained in
this column are derived from the number of persons in the respective categories as
a percentage of the number of the farms surveyed. The remaining section of Table

22 illustrates the high degree of reliance placed on all types of family labour.
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Share-milking labour is essentially a family unit and, whether wages are paid or

not, the income is kept within the members of the family.

(b) Labour Provided by the Farm Owner.

Table 24 illustrates the extent to which farm owner labour is provided for the
farms. The term 'labour' applies purely to the physical labour of maintenance
or developmental work.

‘fable 24. pistribution of tarm owner labour batwcen contract sroups. (excludes
1/, share farms) ¥

Contract Wiorked part or full time Did not work on | Totals
on the farms the farms

1/3 share 24 31 55

1/2 share 6 40 46

Totals 30 71 101

#*  The farm owner worked on all four 1/4 share farms.

The difference between the two contracts in respect to owner labour is
inseparably bound up with the nature of the two contracts and with the place of
residence of the owner. On the 1/3 share farms, the farm owner was resident in
many more cases than on ]/2 share farms. Coupled with this is the fact that on
1/2 share farms the sharemilker is virtually the manager of the property and the
farm owner is, in all but a few respects, purely a landlord. The above table,
however, is not necessarily an indication of the management exercised by the farm
owners. It is rather an indication of their occupation: retired, investor or
farmer. The table excludes most managerial labour such as visiting the farm,
policy planning, and supervision. It refers merely to physical labour. Any
classification of the farm owners into resident and non-resident must, of necessity,
be somewhat arbitrary in nature. A resident owner has been defined as one who
actually resides on the farm or immediately adjacent to it. The non-resident
owner is defined as one who resides some distance from the property. This class-
ification is fairly loose, but is considerably less open to error than a class-
ification based, say, on the amount of work performed. Table 25, when read in
conjunction with Table 24 gives one of the reasons why a much lower percentage

of half-share owners worked on the farms.
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Table 25. AHelationship of the place of residence to contract.

Contract Resident Non-resident Totals
1/3 share 36 19 55
1/2 share 10 36 L6 .
Totals L6 1. 55 101

The importance of the place of residence is secondary to that of the contract
in its effect on owner labour, but both are important. The 1/3 share owner,
therefore, has a greater opportunity of working on the farm, The extent to which

this opportunity is availed of is illustrated by Table 24.

ADDENDUM

Chi-Sgquare of data in Tables 2I,24,25.

A chi-square analysis of the date in tables 21,24 and <5
indicated that :-

(a) The number of herds that were milked by the Suare-
milker or the Share-milker and his wife was not significantly

different as between the I/3 and I/Z share groups.

X2 5(£t-10)

It

- 2e4 o....0 N.S.

(the 5. point of &% = 3.84I)
(b) The number of farme-owners who worked f2l1l1 or part-
time on the farms was significantly greater in the I1/3 share
farm group than in the I/2 share group.

1{2 = 7.8 e o o 000 H.S. T

(the I5 point of X° = 6.635)
(c) The number of resident owners was signiticantly greater
in the I1/3 share group than in the I/c share group.

X2 9,6 ..,... H.S. !
(the I, point of A = 6.635)
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SECTICN V

FACTCRS AFFECTIN7G THX RETURNS TC MANAGELENT

In any farming venture the reward earned by management is subjected to a
multiplicity of influences. In share dairy farming, however, there is an additional
set of influences conditioned by the nature of the enterprise and by the division of
the receipts and expenditure between two parties. This study has been confined to
an analysis of some of the influences which affect the size of management incomes

on sharemilking farms as separate from any farm.

In the introductory section it was stated that the management reward was
determined by a deduction of paid out and unpaid out long term costs from the gross
income. In same detail the method adopted was as follows. (See App.I for examples).

any
Fron the farm owner's share of the gross income was deducted wages charge,

including keep, other than the sharemilker's share of the gross returns and reward
for personal labour. This was mainly the owner's share of the casual wages bill,
but in the case of the 1/l share farms it included payments made to the sharemilker
for farm maintenance work. The next deduction was rent and interest on mortgage
or overdraft. General working costs included items shared with the share-milker,
as well as wholly payable by the farm owner. This deduction included the payment
made by the farm owner, to the sharemilker, for use of the latter's truck and/or
implements in the rare cases where this was charged. The deduction of the repairs
and maintenance costs included those payments made for the purpose of maintaining
the depreciating capital intact. The stock maintenance charge included payments
made for calf rearing and stock purchases, plus an estimated loss for deaths.

Each death of a cow was assessed as a loss of £7, i.e. the loss of its boner value.
The method of determining the net stock replacement costs was by deducting stock
purchases and deaths from stock sales. This takes no account of any increase

or decrease in the stock numbers over the year, Sufficient data to determine this
variation was ndét. collected. It is contended, however, that as the contracts
specified the number of cows to be milked, within a narrow range, the variation
between the beginning and the end of the season is not likely to be very large.

It is probably of the order of one or two cows, with three as a maximwn. In which
case the probable level of error in the stock replacement costs, assuming there is

variation, will be of the order of #£12 to £24, either way.
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Depreciation was dedncted at income tax exemption rates. In some cases the
farmer did not claim a depreciation exemption for taxation. He would claim the
difference between the sale or discarding of an asset . and its replacement cost.

In these cases a deprcciation deduction was estimated from the approximate age of
the asset and the normal taxation exemption rate. 'The final deductions were those
of rates and land tax. The balance now left approximates the taxable income of the
farm owner under a system ot double entry book-keeping. rram this balance was
dedueted interesst on 2guity iavest2nf at the rate of 5p. the balance now includes
the reward of labou. and managenent plus some pure profit. From this was deducted
an estimate of the value of the physicZii;erfonned by the farm owner. The
estimétion was based on the proportion of the week that was worked. If e.g. the
farm owner worked for 1/3 (2 days) of the week, the value of his labour was

assessed at £91(1/3 x 273 year. The final balance represents the earnings of
management plus pure profit. The former is similar to wages and represents the
reward for supervision. In that respect it is a deductable cost against the farm.
The balance after deduction of this 'manarement charge' represents pure profit.

An attempt was made to separate these two items but the results proved to be
unsatisfactory. (See App. IV). The comparison between the groups of incomes

has, therefore, been made by comparing the average 'management-profit' (hereafter
called the management reward). As with the sharemilker's income the unit of
comparison is the management reward per 1,000 1lbs. B.F. From the share-milker;s
share of the gross income costs were deducted in a way similar to the farm owner's
deductions. The only differences in technique lie in the method used to determine
personal and 'family' labour charges. In many instances members of a share-milker!'s
family provided help, either full or part time, on thé farms. ‘Where they were paid
wages by the sharemilker no problem was encountered., This, however, was a minority
group and in the majority of cases the help was provided by the wife and consequently
there was no wage payment made. Under these conditions an estimate was.made of the
value of the labour utilised and this sum was charged against the gross income as

a cost. The basis of the calculation was the Under Rate ¥Wages Provision of the
Agricultural Workers' Act of 1936. 'The standard adopted was a wage of £2,18.6 (10)
for a 63 hour week (10). The actual charge made was dependant on the hours worked
per day and the period of the year covered. e,2, if a wife helped in the shed for
four hours a day for a period of nine months, the labour charge would be:-

1 x ®152.2.0 = 4§51 (more or less)
3 1
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T'he value of the sharemillw»te cvr l:i oo was assessed at £273 a year in

all cases.

In App. I will be found a copy of the schedules used with the farm owners
and the sharemilkers. #ith each schedule is provided a hypothetical example
of the receipts and expenses payments made by each party to a 1/3 and a 1/2 share
agreement., The examples are provided as an illustration of technique and not as

an example of the actual cost structure of srecific farms.

SCXE FACTORS AFFECTING THE FARM CWNER'S LANAGEMENT REWARD

THE EFFECT C¥ THE TYPE O CONTRACT AND SUPPLY

On the farms supplyinz butter factories the chief source of income is fram
the sale of B.F. and pimeat. On cheese factory supplying farms of the same
output there is a samewhat larger income from sale of 3.F., but a considerably
lowered income from the sale of pigmeats. On the dried milk farms the income from
the sale of B.¥. is larger still, but there is no income from the sale of pigmeat.
Table 26 illustrates the effect of the different combinations of B.F. and pigmeat
income upon the management reward per farm, in the three supply groups. Vhen
this reward, per farm, is converted to a management reward per 000 lbs. B.F.,
however, the difference, while retained, does not appear to be so marked. (Table 27)
In the same tables the difference in the mean size of the 1/4, 1/3 and 1/2 share
farms is reflected both in the managanent reward per farm and per 000 lbs. B.F.
As would be expected,also, the differences are more marked in the management

reward per farm.

Table 26. Averace Management Reward per farm. (farm owner).

Contract Butter Cheese Dried kKilk Mean¥
£ £ £ £
1/L share 628 559 - 611
1/3 share 251 303 454 303
1/2 share 136 331 104 233
Mean g2l 3eC 429 N - 94

%  The averages here are weighted averages.
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Table 27. Average Yanagzement Réward<per 000 1bs. B.F. (Farm owner).
Contract Butter Cheese Dried Milk Mean *
£ £ £ £
1/l share 29,1 16.9 - 26 A
1/3 share 12.4 12.9 17.1 13.¢
1/2 share 5.7 18.1 17.4 I0.7
Mean % 10.5 I13.9 17.2 N =94

% The averages here are weighted averages.

From these tables it would appear that., because of economies of scale, the
advantage lies with the 1/3 and 1/L share farms. Also, the tables indicate the
tendency for the butter farms tc be at a relative income disadvantage. Apparently,
the production of pigmeat on these farms is not carried on at a level high enough
to equalise the compensatory payments paid to the other two supply groups.
Wnen the data comprising Table 27 was swbjected to an analysis of variance,
however, the apparent differences proved to be actually non-significant. The
variation within each contract, supply and contract-supply group was enough to
either nullify any significani difference between the groups or to reduce it to
the 20% level. (See App.V for working data). Tables 28 and 29 which summarise
the differences between the contract groups and the supply groups respectively
(not sub-classed), indicate that for the reason in the preceuing paragraph any
apparent eftect ot supply is non-sizniticant,  Furthermore, any apparent effect

of the type of contract is significant only at the 20% level.

Table 28. Analysis of Variance. The ‘Ihree Gontract Groups (all supplies included)
Source of Variance diofis SES. HS. F. Sign
Total 92 21,537.8
Between Group 2 £80.8 L4504 1.91 N.S.*
Within Group G0 20,657.0 229,5

Table 29. Analysis of Variance. The Three Supplv Groups (all contracts included)
Source of Variance | d.f. SeiSs M.S. F. Sign
Total 92 21,537.8
Between Group 2 663.3 331.6 1.4 N.S.
Within Group G0 20,874.5 231.9

L The inclusion of two sets of data in one reduces N from 94 to 93 and hence d.f.
from 93 to 92.
% At the 20% level only.
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When the 1/ share farms are excluded and the analysis is done with the six
sub-clesses as illustrated in Table 30, the contract difference disappears, but the
effect of the supply is seen to be siznificant at the 20% level.

Table 30. Sub-class Analvsis of Variance. 1/3 and 1/2 shere farms with three types
f o
of supplv.

(a) lean of Sub-classes Table.

Contract., Butter Cheese Dried 111k | Mean ¥
i & & &

1/3 share 12.4 12.9 17.1 .1

A2 share | 5,7 18,3 B L7 ok 13.7

Mean 9el 15,5 | 17.3 N =9

(b) Analysis of Sub-classes Table.

Source of Variance d.f. S.3. k.S, F. Sign

Subclasses 5 110,52

Between Contract 1 0.2}, 0.24 N.S.

Between Supply 2 74,62 37.31 1.76 N.S.m
Interaction ' 2 35.76 17.88 N.S.

Error 83 21.16

3
>

Mean of an average.
" Significant at the 20% level only.

Of the two analyses (non sub-class and sub-class) the latter is probably the
more reliable as it excludes the 1/4 share farms of which there are only four.
As, however, the level of significance is only at the 20% level it appears unwise
to say any more than that the type of contract apparently did not cause a difference
hetween the farm owners' average manarement-reward per 000 lbs. B.F. on the 1/3
and 1/2 share farms. ''his would tend to indicate,that with the division of the
gross receipts and expenses comnaonly found in the two types of contract, prior to
the Lth September, 1944 (Apg.TI) the 1/3 share and 1/2 share farm owners received
a similar reward for management per 000 lvs, B.¥. Furtnermore, there does not
appear to be any marked difference in the farm owners! average management reward
per 000 lbs. B.F. as between butter, cheese, and dried milk supplying farms. There
is, however, some indication that those who received compensatory payments in the
place of income from the sale of pigmeats were, on sharemil¥ing farms, at somewhat

of an advantage. i~



Table 32. Analysis of Variance. lanagement-reward per farm of Resident

and Non-resident 1/% share Farm Owners.

Source of Variance d.f. S.5.* M.S. F. Sign
Total 53 5,561,324
Between Group 1 152,128 152,128 1.5 N.S."
Within Group 52 5,409,196 104,023

> The variance in each group is large because the original data has been coded.

In order that all the management-rewards be positive, 600 has been added to
each item.

0 The 20% level for this value of N is 1.68.

The results of this analysis would tend to indicate that the income avail-
able to meet the farm owner's and hence the sharemilker's management reward
is unaffected by the farm being owned by a non-resident landlord. This, in
turn, would tend to indicate either that -
(a) The resident owners contribute relatively little to the management
of the farm - or
(b) The sharemilker on "non-resident ovmer" farms is capable of exercising
some of the management normally exercised by the resident farm owner.
In the absence of data relating to the tasks actually performed by the owner and
the sharemilker of these farms, it would be difficult to say which of the

alternatives is the more important.

EFFECT OF THE NUMBER OrF FARMS OWNED

Any inverse relationship between the number of farms owned by a landlord
and income available to pay the management reward on each of them (as indicated
by the farms surveyed), would, it is suggested, be due to a dilution of the
managerial supervision. In that respect, there is a parallel between this
sub-section and the previous one. Just as a non-resident third share farm
ovmer is not in the position to exercise the same degree of managerial super-
vision as a resident owner, there is reason to expect that the ownership of
several farms would result in lowered supervision on each. When all the farms,
1/4, 1/5 and 1/2, are classified according to the number of farms owned by the
farm ovner, there is no apparent or regular, difference in the average manage-

ment reward of the several groups.

...4_'7_



Table 33. Classification of the average lianagement-Reward, Owners', by the

number of farms owned.

! No. of farms owned 1 2 5} 4 5 6 & over

lianagement-reward
per farm (£) 301 221 153 820 262 352
n 63 22 5 3 1 )

Examination of the crude data reveals that the variation within each of these

groups is considerably greater than any difference between the groups.

'Then the 1/92 share and the four special case 1/4 share farms are removed from
this table, and the management-rewards of the remaining 1/3 share farms are
analysed, it is found that the average management-reward per farm of the owner
of more than one farm is slightly higher than that of the owner of only one farm.
The figures are £315 and £277 respectively. Vlhen an analysis of variance was
carried out, however, these means were showvm to be non-significantly different.

(table 34).

Table 34. Analysis of Variance. lianagement-reward per farm of Owners of one farm

and_ovmers of two or more farms. (1/3 share group only).

M.eans of the sub-classes.

| No. of farms owned ] One I n T#O Or more n l
—— " 1
Av. Management-reward £277 I 35 £315 17 ]
nalysis of the sub-classes.
Source of Variation d.if. S.3.% M. S. F. Sign

Total 51 4,987,513

Between Group 1 4 15,692 15,692 = N. S.

Within Group

e

50 L 4,971,821 | 99,436

® In this analysis the items are uncoded. Instead, both positive and
negative management rewards have been squared to find SXZ.
The results of this analysis would tend to indicate that neither the owners
nor the sharemilker's management-reward is significantly affected by the number of
farms owned by the farm owner. This bears out the findings in the previous sub-

section, in which many, but not all, of the resident farm owners were owners of

only one farm.
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EFFECT OF THE SIZE OF TiE FARK ON THE »ANAGELENT REWARD

In New Zealand the guaranteed price for butter is a "cost of production"
price which takes into account both farm and manufacturing costs. The farm costs
section of this price is based upon the somewhat arbitrary farm producing 6,000 lbs-
3.7. per full time labour unit, carrying 24 cows per full time labour unit and
having a certain cost structure. Furthermore, it is designed for the farm on
which the owner is a working manager, and on which any other labour is paid the
award wage. Consequently the guaranteed price cost structure does not parallel

the cost of production structure of sharemilking farms.

On sharemilking farms, the division of responsibility between two persons,
the farm ovner and the sharemilker, often results in cost being incurred in excess
of the guaranteed price "margin". The more these costs are incurred, the smaller
the amount that is left as a surplus for the payment of the management-reward of
the party or parties involved. On this latter type of farm, therefore, while
there are often economies due to large scale production, there are also diseconom-—
ies due to certain costs being incurred in excess of the guaranteed price provisions
In a sharemilking contract the division of the working and maintenance costs is
specified fairly rigidly, and hence there is little likelihood of any appreciable
cost commitment over and above that provided for in the guaranteed price.
Furthermore, the payment of capital costs is, with the exception of the relatively
low interest costs of the 1/2 sharenilker, the responsibility of the farm owner.
If we exclude the added capital cost due to over-capitalisation, common to both
ovnier-manager and sharemilking farms, there can be very little capital cost payment
beyond that provided for. There is, however, some considerable opportunity for
both parties, and especially the farm owner, to incur both paid out and unpaid out
labour costs in excess of this amount provided for. This is due to the fact that
the share received by the farm owner is mainly for the payment of fixed costs.
If the farm ovmer works on the farm, therefore, and if such work does not nett him,
after deduction of the sharemilker's share of the proceeds, a return at least
equal to the costs incurred, his management reward will be reduced. It is sugg-
ested furthermore, that because of the nature of the 1/3 and 1/2 share agreements
the farm owner will rarely be able to justify,in terms of current income, he
himself doing maintenance work. He will have to pay the sharemilker irrespective

of who does the work. The farm owner's reward is more likely to be in that he
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Graph No <1

The farm-owner's management-reward per farm
in relation to the size of the tctal butterfat output.

rlotted in each class interval are the items
making up the class average.
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has something to do or that the farm is being improved. The personal satisfaction
that derives from these latter rewards is obviously greater than that which derives
from the slightly increased economic "management" reward. In section IV it was
pointed out that very half share farm owners work on their farms, but that quite

a nuwber of 1/3 share farm owners did work part time. The foregoing remarks,
therefore, apply in practice mainly to 1/3 share farms. In particular, they
apply to the 1/3 share farm ovmer on the farm which is small relatively by share-
milking farm standards. On the large farms the economies of large scale produc* -
tion are sufficient to outweigh the diseconomies of excessive labour payments.

It is for this reason that the total output of the farm, as a measure of farm size,
is so important to the farm owmer. The effect of the foregoing on the management

reward of the sharemilker will be discussed in a later sub=-section.

In Section III it was pointed out that the financial data collected covers
the period 1st April 1945 to the 31st March 1946, while the production figures
apply to the dairy season 1945/46. This latter period ended either two or three
months later, depending upon the company supplied, though in most cases it ended
on the 30th lMay 1946. The management-reward figures consequently bear only an
approximate, and not an absolute, relationship to the output of the farm. As the
sample was drawn from a relatively small and uniform area (see map 1), the relat-

ionship of the two should tend to be similar in most cases.

(a) lanagement-reward per farm in relation to total output of B.F. (000 1bs.)

Tne advantage to the farm owner of large scale share farming is illustrated in
graph ¢l.. opposite p .90. in which the returns to management per farm are shown
to vary directly with the size of the B.F. output. That there are irregularities
in the graph can be attributed to the small number of items in some of the class
intervals. This graph, No. «d. illustrates quite strongly that:-

(a) On share-milking farms the B.I'. production needs to be greater than a
certain minimum level before all the owner's costs,other than management,
are met.

(b) Production needs to be greater still if a reasonable management-reward
is to be expected.

On the farms surveyed, the minimum production that gave any management-reward fell
somewhere in the 9,000 1lbs. to 10,999 1lbs. class. The minimum production that gave
a management-reward at all commensurate with the size of the enterprise fell some-

-50.—



Ty
)

‘OS 3.2

cxr CCCl

R

lL.anagement-reward

Graph No ce

The farm-owner's management -reward per
CCClbs B.F. in relation to the size of the total
butterfat output.

rlotted in each class interval are the
items niaking up the class average.

th

-4 () g > ,',., X . § . o | \ \ . " | | " | %
cC 3 7 I1 15 19 3 .7 3I 359369
( 3 )

Cutput per farm (CCClbs 3.-.




where in the 11,000 1bs. to 12,999 1bs. class. It must be borne in mind, however,
that production on these farms was down to approximately 15% below the average
(see Section III). Furthermore this decline in production would not, in the case
of the farm owner be accompanied by a similar decline in costs of production.

The farm owner's costs are largely the fixed costs of interest, capital deprec-
iation and capital maintenance. The size of the minimuwn economic holding in

000 1bs. B.F. can therefore be regarded as being slightly smaller than the above
figures would indicate. The minimum economic unit can, however, only be kept
dowvn to this size if the output per labour unit exceeds the guaranteed price
standards by the considerable amount that it does. If production was to fall
until the output per full time labour equivalent was only 6,000 lbs. B.F. instead
of 8,900, it is probable that the minimumn economic unit would be somewhat over
12,000 1bs. or 13,000 1bs. B.F. This would apply to both 1/3 share and 1/2 share
farms as it has been shown that the management reward does not differ significantly

between the contract groups.

(b) WManagement-reward per 000 lbs. B.F. in relation to total output (000 1bs.)

Not only does the farm owner's management reward per farm increase with an
increase in output, but, as is shown by graph .RA opps P JL.. nis management-
reward per thousand 1lbs. of B.I'. increases also. Unlike the total management-
reward graph, however, the per thousand 1lbs. B.I'. management-reward graph appears
to level off gradually until at about 30,000 1lbs. output there are apparently no

further definite economies of scale to be gained.

This graph, No. Q2. , would tend to indicate that the increased income of the
large scale farm owner is largely due to a lowering of costs per 000 lbs. B.F.
as output increases. The explanation of this is to be found in the division of
costs between the farm owner and the sharemilker. The farm owner has to meet
principally the capital charges on the farm and these do not tend to increase
directly with the size of the total output. Consequently an increased scale of
output is reflected in lower costs per 000 lbs. B.F. or, conversely, in higher
management-reward per 000 1bs. B.TF. If the farm owner's costs were all fixed
costs, it would be expected that the rate of increase of the management reward
ver 000 1lbs. B.F. would éend to decline slowly, but only after a certain output
had been reached. Under these circumstances the nanagement reward per farm
would tend to increase more rapidly than is shown in graph 21., and the graph
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would have a concave shape. (Evidence in favour of this is to be found in the
Report of the Dairy Industry Cormission, 19234, p.144). That the curve is not
concave is due, it is suggested, to the inclusion of the variable costs of the
1/4 and 1/3 share farm owners in the same graph as the 1/2 share farm owners.

If a sample, large enough to be divided into the three contract groups could be
col%ected, it is suggested that the nmanagement reward per farm of the owner on
the 1/2 share farms would increase more rapidly with each class interval than on
the 1/3 share farms. This in turn, would be expected to increase at a greater

rate,and to level off at a higher production, than the 1/4 share farms.

EFTECT CF TFL DATE OF FURCHASE ON THE NANAGEMENT REWARD

In the previous sub-section the point was brought out that the farm owner's
costs were primarily the fixed costs of capital depreciation, maintenance, and
interest. The management-reward, it was thought, therefore, would be inversely
proportional to the amount of capital invested. Furthermore, in Section III it
was pointed out that the capital irvested up to the time of the survey was
significantly correlated with the date of purchase, when that date was classfied

by the average B.I'. payout for that particular year.

In order to find the relationship between the management-reward and the B.F.
payout, and hence the date of purchase and the capital investment, at the time
of purchase, the management reward was first added to the original deduction of
interest on equity capital. The whole sum was then expressed at an interest
return on equity capital, and then plotted against the payout at the date of
purchase. When the coefficient of correlation, r, between the two groups was
worked out, the results were non-significant. Thus, despite there being some
apparent tendency for the "interest return on capital"” to be inversely proportional

to the B.F. payout, r was only - .015 + Q02

The average rate of interest return, thus calculated, on capital was 7.5%.
This figure, however, is not absolutely correct for as was indicated in Section III,
the capital investment figure included reinvested depreciation funds. This would
tend to lower the interest rate somewhat below its correct percentage. Included
in this interest return, however, is the undeducted management charge against the
farm, (not the management-reward but the true charge for managerial supervision).

Therefore in this respect the interest rate is too high. If this charge (App.IV)
is first deducted it is probable that, allowing for the high capital investment

figure, the rate of interest on eaquity capital would be approximately 5% to 6%
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SOME FACTORS AFrECTING THE SHARE-HILKER'S MANAGEMENT REWARD

EFFECT OF TYPR OF CONTRACT AND SUFPYLY

The principal difference between the tenure of 1/3 and 1/2 share-milkers is
that the latter have capital invested in the farm and have to meet the costs
associated with that capital. In addition, the 1/2 sharemilker is, because his
tenure more closely approaches that of leasehold, required to exercise more
managerial supervision than the 1/3 sharemilker. This latter point will not
affect the management reward, as previously defined, though it will considerably
influence the proportions of the management charge and pure profit, making up the

management reward. (App.IV).

For his extra costs and duties, the 1/92 share-milker receives an extra 15%%
of the receipts from the sale of B.:'. That this extra sum is sufficient to meet
these extra costs is indicated by analysis of variance (Table 36) of the average

management rewards of the various groups. (Table 35).

Table 35. Average lianagement-reward per 000 lbs. B.F. (sharemilker)
Contract Butter Cheese Dried Milk Means
£ £ £ £
1/4 share 10. 3 12.9 - 109
1/3 share 12.2 14.2 12.5 129
1/2 share 9.3 12.4 8.2 98
lieans {08 13:5 10-3 N = 84

The apparent advantage of the 1/3 sharemilkers in Table 35 above is shown,

as follows, to be significant only at the 20% level.

lanagement-reward of 1/2 and 1/3

Table 36. Sub-class Analysis of Variance.

Share-milkers (all supplies included) per 000 1lbs. B.F.

lleans of the Sub-classes.

Contract Butter Cheese Dried Milk Means
£ £ £ £
1/3 share 12.2 14.2 12.5 13.0
1/2 share 9.3 12.4 8.2 10.0
Means 10.6 15.3 10.4 N =80
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Analysis of the Sub-classes.

Source of Variance g d.f. S.S. M. S. P. Sign
T |
Sub-classes i 5 25.32 !
t
Between Contract | 1 15.51 | 13.51 1.95 N.S.*
| i
| Between Supply : 2 10.25 | 5.18 N. 3.
I
i Interaction l 2 1.56 | 0.78 N.S.
i 1
i
Error 77 i 6.€1

* Significant at the 20% level only.

Yhen all the items are included, and the groups are not sub-classed as above,
but merely separated out into the three contract or the three supply groups, the
value of F in each case is not significant. (Not even at the 207% level). (Table37,38)

Table 37. Analysis of Variance. The Three Contract Groups.

Source of Variance d. . 3.5 Fie Se r. Sign
Total 83 5,856.49

Between Group 2 195.43 97.72 1.39 N.S.
Within Group 81 5,661.06 69.88

Teble 38. Analysis of Variance. The Three Supply Groups.

Source of Variance d.f. S.S. M.S. F. Sign
Bt
1
: f
Total I 83 5,856.49 |
Between Group 2 i 147.48 73.74 1.04 N.S.
Within Group 81 J 5,709.01 70.48

It would appear, therefore, that, as in the case of the farm owner groups.
the tyoe of contract has a non-significant influence or. the share-milker's
management-reward per 000 lbs. B.i. It is suggested, however, that if the com-
parison had been made on the basis of the pure profit (App.IV), the differential
deductions would have caused a significant difference between the groups.
Similarly the effect of the type of supply is apparently, in the case of share-

milkers, non-significant.

If the sub-section dealing with the effect of the contract and supply on the
farm owner's income is coupared vwith the present sub-section, it will be noted that

in the former the between supply variance is significant at the 20% level.
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Furthermore, the between contract variance is not significant even at the 20%
level. This is the reverse of the present sub-section. It appears reasonable
to conclude, therefore, that neither in the case of the farm owner nor the share-
milker was the average management reward significantly affected by the type of
contract or the type of supply. If this be so, the indication is that the margins
between the 1/2 and 1/3 sharemilkers and between the 1/3 and 1/2 share farm owners
were, in the season covered, sufficient to coimnpensate each party for the different
costs involved. That is, there was apparently no relative advantage, per 000 1lbs.
B.F., in adopting one or other of the two contracts. Whether or not the results
would have been the same had the comparisons been made on the basis of the pure
profit (App.IV), is not discernable by the present method of analysis. It is
suggested, however, that, had the latter course been adopted, the 1/2 share farm
owner would have been at a relative advantage as compared with the 1/3 share farm
owner. Furthermore, the 1/3 share milker would have been at a relative édvantage
as compared with the 1/2 sharemilker. (App-IV). The effect of the recent
Arbitration Court alteration to the 1/3 share agreement, and the effect of this
alteration on the margin between 1/3 and 1/2 share receipts, will be discussed in

Section VII.

EFFECT OF IENGTH OF OCCUPANCY

The first years, and especially the first year, of occupancy of a farm and
management of a herd can generally be regarded as being less profitable than those

coming after secure establishment.

In order to find whether or not this generalisation was applicable to share-
milkers, the sharemilkers of each of the two main contract groups were classified
according to their length of occupancy on the farm visited. The classes into
which the sharemilkers were grouped were five in number and included,at one end,
those who had been on the farm for five or more years. At the other extreme,
were those who had been on the farm only since the start of the season 1944/45.
The average management-reward of each class is tabulated in Table 39. It should
be noted, however, that this table and this whole survey excludes many of the

annual migrants because they would have arrived on the farm only a few months

prior to the period covered by the survey.
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Table 39. Average Management-reward per Yarm according to the Period of Occupancy.
( Sharemilker).
Length of occupancy in years 1 2 3 4 5

Average management-reward (3)
3 share milkers 262 314 263 258 268

Average management-reward (£)
2 share-milkers 118 131 214 160 152

When the 1/2 share classes, the means of which appear to have a general increase

were subjected to an analysis of variance, the results were non-significant (Table 40,

Table 40. Analysis of Variance. lianagement-reward per farm of the 1/2 share-milker

in relation to length of occupancy.

Source of Variance d.f. 3. 5. M. 3. F. Sign
Total 42 691,611

Between Group 4 36,291 9,075 - N.S.
Within Group 38 655,320 17,245

Because the means of the 1/3 share classes, with the exception of one class,
fell within a range of £10, no analysis was carried out on this contract. Exam-
ination of the crude data was sufficient to show that the within group variation
would outweigh any between group variation. The apparent lack of relationship
between the sharemilker's management-reward and his length of occupancy is probably
due to the fact that, unlike a new owner manager, a new sharemilker comes on to a

farm on which there has been little change of management. It is very rarely that

both the farm owner and the sharemilker change farms simultaneously. Furthermore,
in many cases, the 1/2 sharemilker brings his own herd, with which he is familar,
with him to the new farm. Both of these considerations are such as to reduce

the difference between the effects of short and long periods of occupancy.

Graphs No.“3%& and €3P show that, of the 47 1/3 sharemilkers supplying this
data, 24,or Just over half, had been on the farm either two or three years. A
further three had been on the farm for only one year. Similarly, of the 43

1/2 sharemilkers included in this sub-section, 23, or just over half, had been on

the farm for three or fewer years. All but seven of them had been in occupation

for fewer than six years.
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The general tendency for the occupancy of share-milkers to be of a short
term type may, however, affect the farm owner and the sharemilker in ways not
indicated by this section's analysis. It may result in a lowered standard of
maintenance. This re-acts to the detriment of the farm owner more than to that
of the sharemilker, because, while the cost of any neglected work is legally
recoverable from the sharemilker (App.II), it is rarely collected. The work in
most cases is done at the end of the season at the farm owner's expense. It is
not, however, fair to attribute to the sharemilker all the responsibility for
short term tenures. The impression gained during the survey was that while many
sharemilkers shift from farm to farm voluntary, there are also farm owners who
make a practice of changing the sharemilker at short intervals. Their contention
is that "a new broom sweeps clean". If this be so, the evidence, up to the

present time, is lacking.

Not only may the effect of short tenure be registered in lowered maintenance
standards, but the stability of the "industry" may be undermined. The effect
of freguent changes of farms upon the schooling received by fhe children and upon
their family life is evidence enough.  Furthermore, the sharemilker's chances of
getting to be a farm owner himself are reduced. The nett effect is the establish-
ment of a migratory and unstable "sharemilking class". It matters not who is
responsible for the short tenure occupancy. What does matter is that there be a

move away from it, for in its present form it cannot be condemned strongly enough.

EFFSCT OF THm SIZE OF Til2 FARi ON TilE SHARDZMILKER'S MANAGENENT REWARD

The majority of the production costs for which the sharemilker is responsible
are, unlike those of the farm owvmer, variable costs. They comprise principally
labour, shed and in the case of 1/2 sharemilkers, certain capital costs associated
with the maintenance of the herd. There is, however, one important fixed cost,
and that is the charge against the sharemilker's own labour. This has been put
in at £273 in each case. It is to be expected, therefore, that the effect of the
size of the farm mentioned in terms of total output on the management reward of
the sharendilker, will be somewhat different from the effect on the farm owner's
rewvard. In the farm owner's sub-section, the diseconomies of small scale
production, were shown to be due to a disproportionate capital investment and
often to extra labour costs. The sharemilker's share of the gross receipts is
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Graph Xo 24.
Share-milker's management-reward per farm

in relation to the size of the total butteriat production.
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principally a labour reward. This applies even in the case of the 1/2 share-milker.
If, therefore, capital costs are raised over the amount allowed for, the amount

left for the management reward is diminished. This, however, is not as serious

as the effects of excessive labour utilisation, for it is possible for the share-
milker to be some 000 lbs. B.¥. behind the guaranteed price calculations. On a
12,000 1lbs. B.X. productiop farm, e.g. the guaranteed price allows for the full time
employment of two labouu%mg} its equivalent in part time labour. On this size
share-milking farm, the sharemilker receives the income from only 6,000 lbs. B.F.
for the payment of labour and other costs. Hence, if the production per labéur
unit was only 6,000 lbs. B.}. (which is only sufficient to pay the two full time
labour units plus a very small remainder), the sharemilker would lose financially

to the extent of his other costs. This situation would be accentuated on 1/3

share farms. It was rarely found, however, that it took two full time labour
equivalents to produce 12,000 1lbs. B.F. (or three, 18,000 lbs. etc.) as, in most
cases, the output per full time labour unit was considerably higher than 6,000 1bs.
B.F. (Section IV). The higher the output per full time labour equivalent, the
less pressing became the labour costs. On small farms, however, there is a maximum
output that can be gained per full time labour equivalent. This maximum is limited
not by the labour available, but by the size of the farm. It is on these farms that
the problem of meeting all costs becones serious. It is these farms which show

the greatest diseconomies of scale, because the minimum lsbour charge is £273.

In Graphs ¢4, and .27. are shown the effects of the total output on the management
reward per farm and per O0C 1lbs. B.Ff. respectively. These graphs, the same as
graphs .%%. and 2€... should be read in the light of the fact that the total
production figures apply to a slightly different period from the management reward

figures.

(a) Management-reward per farm in relation to the total output of B.F. (000 lbé

Like the graph of the farm owner's management reward, that of the sharemilkers
increases considerably with increases in the total output. The graph of this
management reward, however, differs from the farm owner's in two respects:-

(a) Instead of increasing directly with the output,it tends to increase by

smaller increments in each class over the 19,000 lbs. B. . output.
Prior to this output the increase is rapid and more or less directly
proportional to output increases.
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(b) At no output, not even in the 5,000 1lbs. to 6,999 lbs. class, does the
class average management reward of the sharemilker fail to be positive.
this may be due, however, to the inclusion of one or two very good
farms in this output range.

The management rewards below the 9,000 lbs. to 10,999 lbs. class are, however,
too small to provide a management income at all commensurate with the duties
involved (App.IV). Each of these characteristics of the management-reward can
be attributed to the type of production costs paid by the sharemilker. In the
main, they are variable costs and can be adjusted,within limits, to a scale of
production. This would account for the apparent solvency of even the smallest
output classes. The costs do, however, include the large fixed cost item of
the share-milker's own labour and, in some cases, the relatively fixed o; stable
costs of capital maintenance. The influence of these is such as to cause
considerable diseconomies with small scale production. The management-reward
therefore, increases rapidly with increases in production up to about 19,000 1bs.
B.F.  Above that level of production the large variable costs of labour appar-
ently tends to reduce any economy of scale. The graph, as a result, tends to

flatten out. Nevertheless, caution is necessary in interpreting this graph as

there is a definite paugity of items in the higher classes.

(b) lanagement-reward per 000 lbs. B.F. in relation to total output (000 1bs.)

As would be expected from the above, it is very difficult to detect any
significant increase in the management-reward per OO0 1lbs. B.F. when the total
output increases. The graph,.¥5; , of the management-reward per 00O 1lbs. B.F.
shows some slight increase over the output range 5,000 lbs. to 20,999 1lbs. B.F.,
but this is not nearly so marked as the increase in the corresponding farm owner
graph. For outputs above the 19,000 to 20,999 1bs. class, there is apparently
no increase in the management reward per 000 lbs. B.F. The management reward
per 000 1lbs. B.F. may not increase beyond this output range, but as it is a
positive amount it does mean that the sharemilker who is responsible for the
work of a larger output does get an increasing absolute amount of management
reward. Below 19,000 lbs. B.F. an increase of output means both more management
reward per 000 1lbs. and more units of 000 lbs. so that the management reward is

increasing at a faster proportionate rate than is output itself.



If all the costs were truly variable the management per 000 1lbs. B.F. would
be no greater for an output of 30,000 1bs. than for one of 6,000 lbs. That the
management reward is greater at the higher output levels is due to the combination
of 1/2, 1/3 and 1/4 shares in the one graph. Secondly, it is due to the lowering
of the fixed costs, such as the sharemilker's own labour, per 000 lbs. B.F. as
output increases. It is probable that, while increasing returns due to the fixed
costs are being gained all the time, diminishing returns due to the variable costs
set in at about the 9,000 1lbs. cutput level. At this stage the first full time
labour unit, the large fixed cost of the sharemilker’s labour will be fully occupied.
Added labour cost will, after this, probably cause the economies of the fixed
cost to tﬁé opposed by diseconomies due to the variable costs over the output range
of 9,000 1bs. to 20,999 1lbs. B.T. 4t the latter point they appear to be equal in
effect on the management reward. Above the output of about 20,000 1lbs. to 21,000 1lbs
decreasing returns (or increasing costs of the variable factors) appear to be a more
important influence on the management reward per farm than do increasing returns,
(or decreasing costs of the fixed factors). The nett effect is that the management
reward per farm increases at a slower rate per class interval increase in total

production.

EFFECT OF THE SIZE OF THZ SHARE-MILKER'S FAMILY ON HIS MANAGEMENT REWARD

A comparison between groups of sharemilkers, which is based on their management
reward, is a comparison of incomes after several costs, which are not normally
paid out costs, have been deducted. Tn actual practice a share-milldng family
for its labour and capital invested, =an income considerably higher than that
indicated by the preceeding analyses. The earnings of the family, as a working
unit, include the wages received for their own labour, plus interest on any capital
invested, in addition to that income which has been styled the management reward.
Hence, if two sharemilkers receive the same management-reward, the sharemilker with
the larger family and/or the larger capital investment will receive the larger

family income.

During the survey, data was collected concerning the capital investment,
the family labour employed on the farm, and the payment, if any, that was made for
that labour. Family labour was, furthermore, divided into over 16 and under 16

years of age groups. The latter group was defined as family help and the former
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as real wage earners. No data was collected concerning those over 21 or under
21 years of age. In gra@ﬂlaﬁ.. the members of the family, other than the wife,

over sixteen years of age, have been classified as wage earners and hence as

non-family labour. They are merely employees who happened to be members of the
family. On the same graph, however, is plotted the income accruing to all the
members of the sharemilker's family. The heavy line graph applies to the share-

milker, his wife and all other immediate family labour irrespective of its age.
It represents the earnings of labour other than the non-family employees and other

than the farm owner's labour earnings.

The earnings per farm of this family group are very often more than £273
greater than the sharemilker's management reward and, furthermore, increased
directly with any increase in the scale of production. These earnings represent
the maximun rate (if taxes, living expenses etc. are deducted) at which the
sharemilker and the members of his family could accumulate capital if they all
desired to invest, say, in a farm. If the average earnings of the family members,
other than the wife, over sixteen years of age, are deducted from each class,
the balance represents the corrected family income. This income is indicated by
the dotted lines through the class intervals in the cases where there were "family
employees" over sixteen years of age. In the remaining class intervals the
corrected family income is the same as the income for all the members of the family.
The corrected family income curve, unlike the heavy line curve, while representing
a greater income than the management reward curve, tends to follow the same shape
as the management reward curve. If the scarcity of items in the higher output
classes is borne in mind, the graph appears to indicate that after about the
23,000 lbs. to 24,999 1lbs. B.F. output is reached, the family per farm shows very
little, if any, increase. That is, above this output some of the family labour
is earning less than its transfer earnings. It is quite probable, however, that
this finding is in error, because of the scarcity of items in each of the higher
output classes.

It does appear clear, however, that:-

{a) The family income is considerably greater than £273 above the sharemilker's

management reward. This is due to the intensive use of family labour on

sharemilking farms.



(b)

The larger family on the larger farm receives generally, a higher income
per farm than the small family on the small farm. They may not,
however, earn a greater income per family member. The larger income

is due, no doubt, to the economies of labour utilisation on the larger
farms. Other writers, especially Hamilton and The Dairy Industry
Cormmission, refer to the higher output per labour unit,and consequently

the greater efficiency of labour on larger size farms.
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SECTION

(a) A Comparison of Share-milking farms with Ovmer-manager farms:

In this comparison of the share-milking farms surveyed with owner-manager

farms, attention has been confined to a limited number of general character-

istics.

as many instances as possible, to the area under survey.

Furthermore, the attempt has been made to confine the comparison in

Where this was not

possible the comparison was confined to farms situated in the Auckland land

district.

however, introduces an error into the results.

The confining of the comparison to a relatively restricted area,

The error is due to the

inclusion, by those who compile the Agricultural and Pastoral statistics, of

share-milking and tenant farm data in the same averapges and summaries as

owner-manager farms,

The comparison is thereforc really between a sample of share-milking farms

and a population, made up of owner-manager, tenant and share-milking farms.

The

degree of error in this comparison is directly proportional to the importance

of tenant and share-milking farms in the Auckland, especially the Waikato, area.

If the error, however, is accepted, the data in this section does place the

share-milking farm sample in relief against a background of the population from

which it was drawn.

Table A: Comparison of Share-milkine farms with Owner-manager farms:
Variable Source of Inflormation

SAL farms Owner-manager farms

gziizgt Doig (3) Govfé?tat. N.%i?SB. B:izg(iiiz
Effective herd size 90,0 58.8 - 53.8 éi?g
Effective area (acres) 157.6 105.53 91 = *117.9
Cows per 100 acres 65.9 = - - * 54,1
Production per cow(1lbs) 206.7 - - 190.5 -
Production per fam(lbs)| 18,713 = - 10,250 -

It is not indicated whether this refers to the effective or the total area.

The date relating to herd size, production per cow and per farm, has been
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derived from information supplied by the ilew Zealand Dairy Board (17). This
Board provided the data upon receipt of the necessary authorisation from the
Dairy Companies situated in the area of the survey. They have not been named
as it was their desire to remain anonymous.

Herd Size:

In Section IIT it was shovm that the mean effective size of the 126 herds
in the sample surveyed was 90 cows. The average effective size of.the 5066
herds (17) located in the area of the present survey was, for the season under
review, 53,8 cows. This corresponds very closely %o the average herd size .
of Doig's sample (3) of 413 herds. The averagce size in this case was 58.8 cows.
Figures compiled by the Department of Agriculture for the Dairy Industry
Commission in 1934 (15) indicate that there is some range about these means,

The Commission's data (13), when classified by locality, is as follows:

Northern Wailkato 48,0 cows
Mid Waikato 63.6 cows
Kast Waikato 31.7 cows

Weighted mean 64.6 cows.
Whichever set of data is used for the comparison, the difference in herd
size between the share-milking farms of the present survey and other dairy farms

is quite considerable.

Farm Area:

The mean effective area of the share-milking farus surveyed was 137.6 acres.
It was not possible to get the average effective area of all the farms in the
locality under survey, but some comparative data has been drawn from Doig (3),

the Gov't. Statistician (2) and the Report of the Dairy Industry Commission (13).

The average total area of Doig's (3) sample was 130.43 acres and the
average effective area was 105.53 acres. The average area devoted to dairying
on the 19,307 farms surveyed by the Gov't Statistician (2) was 91 acres. The
average area of the farms surveyed for the Dairy Industry Commission (13) was,

by locality, as follows:

Northern Waikato 99,2 acres
Mid Waikato 120.4 acres
Bast Wailato 132.8 acres

Weighted mean, 117.9 acres.
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This latter set of data, however, may refer to either the average total
area or the average effective area., It is not stated to which it applies in
Table 20E (15), If the figures apply to the averape total area, then the
difference in area between share-milking farms and other dairy farms will be

even more marked.

Cows Carried per 100 acres:

The cows carried per 100 acres on the share-milking farms surveyed were

61, 64 and 68 for the 1/4, 1/3 and 1/2 share groups respectively (Table 4).

The cows carried per 100 acres on the 550 farms supplying data to the Dairy

Industry Commission (13) were as follows:

Northern Waikato 48.3 cows
Mid Wailkato 52.8 cows
East ailato 61,5 cows

Weighted mean, 54.1 cows.
It is probable, however, that these figures refer to the number of covs
carried per total 100 acres and not per effective 100 acres. If this is so,
then the disparity between the two sets of figures should not be as great as

shovm in this section.

/

Production per Cow;

The average produdfion per cow for the farms under survey was 206.7 lbs,
This was somewhat highér than the production in the same season on the sample
of 5066 dairy farms (17) located in the same area. The average effective ’
production per cow on these farms was 190.5 1lbs. of butterfat. Whether
or not the means are significantly different is indeterminable as no individual
farm data was supplied for the 5066 farm sample. It is probable, however,
that, as the samples are large, the difference will be significant. The New
Zealand Dairy Board, in the Report for the 1945/46 season, estimated that the

averdge effective production per cow in the lorth Island was 190.6 1lbs. B.F.,

and that for the Dominion it was 186 1bs,

Production per l'arm:

Corresponding with the larger herd size on share-milking farms, as compared
vith other dairy farms, is the much greater average production of butterfat per
farm. On the share-milking farm sample the mean output of butterfat was
18,713 lbs. On the sample of 5066 dairy farms in the same area (17) the mean
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output was 10,250 Ibs.

Effect of the autumn droucght in 1946:

Both the per cow and pner farm output figures above refer to the same
period and to approximately the same locality. It can be expected, therefore,
that the effect of the drought will have been similar in both samples. If
this is so, it would appear that the total butterfat production on share-milking
farms is nearly double that of other dairy farms. The per cow production,
however, while probably being significantly higher, does not appear to be
markedly different.

(b) A Comparison of New Zealand Share-milkins tenancies with overseas share
tenancies:

There are three main differences between share-farming in New Zealand
and share-farming in overseas countries. Kach of these differences reflects

to the advantage of the New Zealand system.

Firstly, in New Zealand, as in Australia, share-farming is confined to
dairy farming. In Europe and on the North American Continent it is found in
association with both cropping and diversified farming, as well as with dairying.
As a result of being confined to a grassland system of farming, share-farming
in New Zealand does not suffer from the great risk of soil fertility depletion
common to many overseas share tenancies. The depletion of the fixed assets on
New Zealand farms is, therefore, much less marked, even with short tenancies,

than in the principal overseas share groups.

Secondly, the tendency overseas, and in the U.S.A. in particular, is for
share-farming to be associated with the poorer soil fertility areas (18,19).
In New Zealand, on the other hand, share-farming (milking) is found on land
that is just as fertile and just as valuable as that farmed by any other tenure

group.

Thirdly, in the U.S5.A. and Europe, share-farming is found in association
with units that tend towards the small size (19). In New Zealand, however, the
reverse 1is the case.
The second and third of these differences are the most important in the short
rumn. The first one will, however, exert just as important an effect in the
long run.
Share farming, apart from Australasia, is found in France, Italy, Portugal,

the Danubian States, the U.S.A. and parts of the Far Hast. Of these countries
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France and the United States have proviced most -of the subject material fer
published works. In the U.i..4. share tenancy was, in 1920 (20), more common
than cash tenancy. There were zt that time 1,806,634 tenants who paid their
rental either wholly or partly in the form of a share of the produce or proceeds
therefrom.. There were only 585,005 tenants who,at that time, paid a fixed
cash rental. Py 1935 the number of tenant farmers had increased to 2,865,155,
or to 42 percent of the totsl number of farm families (24). The number of
shere tenants has likewise increased. The four common systems of share-farming
in the U.S.4. (20), when the classificaticn is based upcn the share received

by the larndlord, sre as follows:

(a) The one-fourth system: This is found on the Western edge of the

wheat region.

(b) The one-third system: This system is very common throughout the

U.S.A., with the exception of the high larnd value regions of the
North Central States.

(¢) The two-fifths system: In the Corn Zelt the 2/5 system has been an

intermediate stage in the rise of share rents from a third te half
of the crep.

() The half-share system: This is found in all parts of the U.S.A.

It is the principal share tenancy of the cotton eand tobacce regions
of the South.

(e) The two-thirds system: This system is not very cormon in the United

States. It is, however, *he nearest epproach to what is cslled the
third-share system in New Zealand, for the lendlord supplies everything

Tut the labour for currert cperations.

In France the share or meteyer system is, at best, stationary (19). It is,
however, the opinion that the system has resulted in improved egricultural
practices in the Departments where this fcrm of tenure cutnumbers ordinary -
leases. The division of the proceeds in this system has been well estelblished
by custom, even dcvm to the minutest detaile. The most frsquent length of
tenancy granted to the metayer used to e one year, but it would apéear that
there is a tendency now for the period cf occupancy to be six or even ten years.

In the U.S.A., on the other hand, the average length of occupancy on all
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tenant farms (shore and cash) was four yee»s in the 1920s {(22).

Vogt (22) states that the increase in terant faming, including share-
farming, hos been most marked in the U.3.A. since the midAle of the last century,
This, he states, has coincided with the passing of conditions that made it more
desirable to take up new land rather than rent land already improved by others.
That is, it has coincided with the pericd of steadily increasing land values.

In New Zealand it would appezr that the increase in share-milking has been most
marked since the early 192Cs. Thiz period coincided with the complefe
occupation of the Waikato tasin and with the steady increase in land values
throughout New Zealand dairying districts. Fuerthermore, prior to 1920 there
had been a pericd of steadily rising butterfat prices. This situation favoured
the use of 2 smell equity and large mortgage for the purchase of newly opened

a7

up areas — e.g. the Walkato. After 192C this ccurse, mas, due to the lowered
butterfat prices, not so easy to adcpt. As a consequence pressure was directed
towards a system of land tenure thet would open np a new avenue to land

cwnership. Such on avenue was found in the adoptior of tenancy and share-
tenancy systems. In that respect share-millring in Iew Zealand has been similar
in its use to share~farming overseas. That “hc¢ system provides in overseas
countrics todey, as well as “n Mew Zealand, a much more restricted and difficult
path to ownership (Sect.IV) is referrcd %o Ly loward (23).  She states "... a
system where finocucial respensibility is divided between the owner of the land

end the tenant mey, in certein respects,constitute a rung in the agricultural :

2

ladder...... v agein with the close cf the pionger Deriod in farming, such
opportunities become rarcr cnl shara—farm ing tends to hecome a perms nent
pcsition in whici the share-farmer rereins all hic 1ile without attaining

ownersuig. " :



SECTTS2XY VIT

THE_SHARE-MIIKING AGREEMENT

THE DEVELORMVENT OF TIE SHARTMILXING AGREEMENT

In tke Introductory Section it was mentioned that share-milking épparently
originated in Mew Zealand towards the clcse of the last century. From what can
be discovered from zovrces ctlicr than sukliched werlls, it appears that about the
turn of the century the share-milker as & rule receiveld twentyfive percent of

1

he bi-product receipts. Tor

«t

the butterfat cheqgue =2nd the same proportien of
this he did all the msinienance work of the farm and was 2lso expected to do
gore developmertal ork. This latter stipulation was not confined to New
Zeeland for Vogt has mentioned (22) that in some cases tenants and share-tenants

in the United Stztes were expected to 2id in the development of the farms on

which they were worlcing.

Coincidental with the transfer of the main centre of share-milking to the
Waikato about the time of the 1914-18 Wur, and with the start of "helf" share-
milking (p.2), there were two chonges in the division of the gross receipts.

acrezsed to one third. Secondly,

'.h

Pirstly, tre share of the butterfut cherue was
the by-product share rose also to one third. ..z the agreements between the
share-miller and the farm—owner werc nnt cubject to Statutory Regulation at this
time, there were variations from farm to farm in the pcrcentage share division.
For example the share of the by—product receipts varied, as seen by inspection
of 0ld contracts, between cne third =21l one half. During this period, and up

.

to 1937, the nature of the sgreement was governed by individual bargaining and

by local custom.

In 1937, however, Legislation (25), which defined the minimm percentage of -
returns for share-milkers and the recpective responsibilities of the farm owmer
end the share-nilicer, was passed in Parliament. This Act (25) ruled that the
"quarter" share-miller wes to raceive rot less than twentyfive percent of the
dairy checue other than share-holders bonus poyments.  The third share-milker

.

vas to receive not less than thirtythree and a third percent of the dairy
cheque other than share tonus paymerts.  In each case the share-milker was
to receive half the proceeds from the sale of ty-products including half the

value of calves reared for herd replacements.
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The provisions of this schedule of stonderd terms (25) were clarified and
slightly amended by an Order (26) in 1939. A further Order (27) in 1941 made
alterations in the procedure to be adopted if srbitration was resorted to.
Neither of these Orders altered the percentage division of the returns or profits.
By the Share-milliing Agreements Order 1944 (28), however, the share to be
received by the share-milker was increased from twentyfive percent ard thirty-
three a2nd a third percent to twentyfive percent plus ten percent of twentyfive:
percent, and to thirtythree and & thiréd percent plus ten percent of thirtythree
¢nd a third percent on "quarter" and "third" share-forms respectively. © That is
the shares now stooc ut trentyseven zri a helf nercent and thirtysix and two
thirds percent. Suchms the situation at *the time to which the data collected
on this survey spplies. A copy cf the Share-milking Arreements Order 1944 (28)

is to be found in Appendix II.

Neither the Share-n:lking Agcreementz ct (23) nor eny of its amending Orders
~has made any provision for half-share agreements other than to state that other
classes of share-milking agreements mzy be brougcht within the scope of the Act
"if 2t any time the Governor-General is satisfied .... that standard terms and
conditions have been agreed to by representative organisations of employers and

share-milkers....."

THE PRIESENT FORM CF THEE CTIARS-MILKING AGRELLENT

As indiceted by the copy of the Share-milking Agreements Order 1946 (29)
in Appendix II, the present shsres received by the sharemilkers are twentynine
percent and thirtynire percent far "quarter" and "third" share agreements
respectively. The clauses relsctine to the division of the péoceeds from the
sale of the by-products have remained unaltered. Furthermore, the "helf" share
agreement still remains outside the scope of the Share-milking Agreements Act
(25). The Court of Arbitration, however, has recomrended, as the result of
evidence placed before it in 1946 (14), that the Minister of Lsbour take such

steps as are necessary to heve a standard "h=1f" sharce agreement drawn up.

It was mentioned in the previous subsection that such an agreement can

only be drawn up if both the employers' e1d the share-milkers' representatives

agree upon the clsuses. Up till May of 1947, however, the employers'
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organisation had refused to meet the share-milkers' representatives on this
subject. They contended that a standard agreement could not be applied to the
half share contract. Therefore, unless the parties can be prevailed upon to
come to conference or the Minister of Labour instructs them by an Order in
Regulation to do so, the half share agreement will remain outside the scope

of the Act (25).

SOME POSSIBLE FUTURE CHANGES IIT SHARE-MIIKING TENURES
ANND TN  SHARE-MIIKILIG AGREEMENTS.

The three topics considered under this heading are, firstly, the possible
outcome of the recommendation that half-share agreements be brought within the
scope of the Share-milking Agreements Act, 1937. Secondly, an already evident
effect and some possible future effects of the decision to raise the "third"
share-milker's share to thirtynine percent. Thirdly, a tentatively suggested
agreement that might overcome some of the effects arising out of the second

topic and out of the small size of farm on which share-milking is sometimes found.

It would appear that there is a decided possibility that the "half" share
agreement will be brought within the scope of the Act (25), despite the
opposition of the employers' organisation. Furthermore, it would appear that
there is a likelihood of the share-milker's share being set at sixty percent
and not fifty percent. The argument put forward in favour of increasing the
share to sixty percent appears to be that as the "third" share has been raised
to thirtynine percent, it is only fair to raise the "half" share somewhat in
oxrder to bring the two agreements into line. It is suggested, however, on the
basis of the present survey (Section V), that an increase of ten percent would
be considerably more than sufficient to compensate the "half" share-milker for .
any increases given to the "third" share-milker. On the "half" share-farms
surveyed some three or four share-milkers received either fiftytwo and a half
percent, fiftyfive percent or sixty percent of the dairy cheque. (This was
not mentioned in the appropriate section, nor was it stated that in these
circumstances the income figures of both the farm-owner and the share-milker
have, for analysis purposes, been converted to a fifty percent share.) On
three other half share farms, however, the share-milker was not permitted to
rear replacement stock on the farm. On these farms the share-milkers were

definitely at a disadvantage as compared with third share-milkers, and they
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would undoubtedly benefit from any Regulations that made a reasonable allow-

ance for stock replacements.

The immediate effects of raising the third share-milker's percentage
receipts to thirtynine percent were twofold. On the one hand there was a
swing over to "quarter" share-milking by some farm-ovmers. They contended,
and this view was also held by their Organisation, that the ten percent differ-
ence between twentynine percent and thirtynine percent was more than sufficient
to cover the extra maintenance costs associated with "quarter" share-milking.
This applied particularly to the farms on which the farm-owner was able and
willing to do some of the maintenance work hiwmself., The other effect was a
reduction in the number of farms on which share-milking was practised. The
extent to which the numbers were reduced was not accurately ascertainable on
the survey but it would appear that there has been some swing over to the

employment of wage labour and to labour hired on a wages plus bonus system.

Associated with this latter method of labour payment has been the devel-
opment of a system based on a "contract of service". The contract is intended
to give the employee as good a return as he enjoyed under the thirtysix and
two thirds percent share-milking agreement. It is also adjustable to meet
the requirements of "quarter" share farming, in which case the income would be
as high as under the twentyseven and a half percent agreement. In effect, the
aim of those using such a contract is to utilize some type of share agreement
which is outside the scope of the Share-milking Agreements Act of 1937, and in
particular the Share-milking Agreements Order of 1946. The contract, if
applied, provides for the weekly payment of some set "Manager's wage". in
addition the farm owner contracts to pay the milker, or lManager as he may now
be termed, a bonus equal to the difference between that wage and thirtysix and
two thirds percent of the dairy cheque, less the costs normally borne by the
third share-milker. When this type of contract is used, however, the prov-
isions of the Agricultural Workers' Act of 1936 have to be observed as the
removal of the system from the scope of the Share-milking Agreements Act auto-

matically brings it within the scope of the former Act.

In Section V it was pointed out that share-milking is unprofitable to both
the farm owner and the share-milker when the butterfat output of the farm falls
below a certain level. In this section it has been mentioned that the recent
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-
increase the "quarter" and "third" share-milkers' percentage receipts (29)

had resulted in some "third" share-farms changing to "quarter" shares, wage
labour or 'contract of service" labour. This change, it would appear, without
accurate and factual data, tends to be most marked in the larger, higher
producing and more highly developed farms. It is Jjust this type of farm,
ceteris paribis, that is most suited to share-milking, as in these places the
butterfat production is high enough to adequately reward all the factors
employed. It is tentatively suggested, therefore, that in order to discourage
share-milking on the smaller output farms and to encourage it on the more
highly productive farms, some system based upon a graduated scale of payments

. could be adopted.

Under these circumstances the scale of payments to the share-milker might
vary, for "third" share farms, between say forty percent on small farms and
thirtyfive percent on the large farms. Such a scheme, however, could only
be Justified provided,

(a) incentives to higher production are retained, and

(b) the income being paid to the share-milker on the larger farms ade-

quately compensates him for the extra managerial duties involved in
large unit production.
The full implications of the foregoing proposal are too many to be adequately
covered by an analysis.of this nature. It is likely, however, that if a
method such as this could be fully developed, it would be possible to introduce
some degree of flexibility into the present inflexible share-farming system.

Therein, it is contended, would lie its greatest merit.
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SECTION_ VIII

SIMMARY  AID  CONCLUSIONS.

A survey of a number of dairy farms, on which share-milkers were employed,
was carried‘in the counties of Franklin, Raglan, Waipa, Piako, Waikato,
Matamaté and Otorohanga, during the period mid November to mid March, 1946-47.
Information was collected from a number of farm-owners and share-milkers
concerning the size of, the production on and the capital invested in these
farms. Furthermore, data was collected relating to the nature of labour
utilisation on the farms as well as to some of the factors influencing the

monetary reward accruing to each for labour performed, management exercised and

capital invested.

As a result of the analysis of the data collected, the following points

became evident.

(1) The "third" share-farms were significantly larger than the "half™
share-farms and the former carried herds that were significantly
larger than those on the latter. As a result the average total
output per farm on the "third" share-farms was nearly double that

on the "half" share-farms.

(2) The average carrying capacity of the "half" share-farms was higher
than that of the "third" share-farms. These latter farms, in turn,

had a higher carrying capacity than "quarter" share-famms.

(3) The average production per cow was higher on "third" share-farms

than on the half share-farms, but there appeared to be no significant
difference between the two groups in respect to average production
per acre.

(4) The amount of capital invested in the farms was seen to be dependant
upon three factors.

i) The nature of the contract.
ii) The nature of the supply.

iii) The year in which the farms were purchased and upon the
average Dominion butterfat payout in the years immediately

preceeding the date of purchase.

- 74 -



(5)

(6)

(7)

(8)

The level of the farm owmer's capital indebtedness in 1947 was found
to be dependent primarily upon the number of years that the farm had
been owned and only secondarily upon the general level of prices at
the time the farm was purchased. The amount of the share-milker's
capital indebtedness was seen to depend upon the nature of the con-
tract. No "third" share-milker had a business mortgage, and of the

"half" share-milkers surveyed more than half were debt free.

The labour utilised on these share-milking farms had certain definite
characteristics which differentiated it from labour utilised on
owner-manager farms.

i) There was a high percentage of share-milkers who were married.

ii) As a result of (i) there was a very high degree of family labour
utilisation., |

iii) There was a high output of butterfat per labour unit (both shed
units and full time labour equivalents). This output per labour
unit was proportional to the total output of the farm but was
not dependent upon the type of contract.

iv) There was only a small percentage of farm-owners who worked part
or full time on the farms. Whether or not the farm owner did
work on the farms was largely dependent upon the contract in
operation on the farm.

The management-reward of the farm-owner per 000 1lbs. B.F. did not

appear to be significantly affected by either the nature of the supply

or the nature of the contract. Nor was it significantly affected

by the farm-ovmer being a resident or non-resident landlord. Similarly,

neither the number of farms ovmed nor the date of purchase of the :

farm surveyed had any significant effect upon the management-reward

per 000 1lbs B.F. Both the management-reward per farm and per 000

lbs. B.TF., however, were considerably affected by the size of the

total farm output. '

The management-reward of the share-milker per 000 lbs. B.F. did not

appear to be significantly influenced by the nature of either the

supply or the contract. The number of years that the share-milker

had been in occupation on the property surveyed apparently had no

uniform effect upon his management-reward. The survey, however,
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(9)

(10)

excluded the yearly migrants and it may be found that these vould
have a lower management-reward than share-milkers who stay for at
least two seasons on the same farm. As with the farm-owmer, the
management reward of the share-milker per farm and per 000 lbs. B.F.
was considerably affected by the size of the total farm output.

It would appear that the recent increase in the percentage share of

-the "third" and "quarter" share-milkers has caused some reduction

in the number of farms on which share-milkers are employed.

In order to counter the effect of (9) above it would appear that
there is a need for the "industry" to adopt a more flexible type of
agreement. Furthermore, in order to counter the sociological,

but not necessarily economic, effects of short tenures and annual
migrations, there appears to be a necessity for the adoption of
some form of agreement that encourages stability and harmony in

employer-employee relationships.
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NO. _LA

FARM OWNER INFORMATION Ao QUIRED
le Area Ol farm (a) total lo4 acres
(o) effective dairying lLoo gcres
(c) agevoted LO othier uses acres
zo Number 0. cows in wmilk (a) nizht of 15tn Jan. 36

(b) ei'fective = 86 x 1.055 = 89.6

b« Nature of supply Cheese
4. desident on [{arm (ES N
5. Nature oI the season Dry
3.  Nature of tenure (a) freehold {es
(b) leasehold - rent £ -

iength of tenure -

7. Nature of contract 5 shares

8. Period of ownership 3 years

9. Number of faims owned one

10. Total purchase prige £5560 £40 Jacre

li. Jovernment capitul vzluation (cate) & - . = Jacre

12. Today's estimated murket valuation £ 8340 £60 [acre

ls. Capital invested (&) initially £9060
(o) Bapital improvewents £2485
(¢) amount of mortgage £1065 wortgagee Bank
(d) rate of interest on mortguge at 5%
- LO6.u.7

(e) Overarurt £ = at ~ % interest =
(f) total or' eyuiiy capital £6780
(z/ totul of controllea capital £784b5
l4. Hetuins (a) outterfat 13104 lbs share _
£ 1,942.7.0 £ 971 *
(b) nizs g - shure £ -
(c) calves £ 55.14.0 share £ 18
(d) purouuce & - £ -
(e, other stock (iJ shecep £ -
(1i, pealzrres stock & =
(iii/ culls ki -
(£j payment in Kind £ 5.0.0
(z) % value oi truck (where applicuble) £ =
(h) heifers & -
(i) bulls i -
(j} town supply L -
® excludes shure-holders' vonus. [he share-holders! bonus in

which the share milker does not sha.e, has been rezarded as a
separate source of income [or the Jarm owner.

15. Yorkinz costs (a/) Eaovour costs \otner thun share miliker)

hale Feusle Vazes Keep  Time working

(a) Permunent . .
> e o

(p) Casual £ - £




(c/ Own lavour
(i) wilking -
fii) maintenance -

(b) ianure % seed (supplementary crops) £ =

(c/) Pigs £ -

(d) Shed (i) 3 power x fuel for water £ =
(1ii) shovels and ropes £ -
fotal shed £ =

(e) dater pumping £ =

() hanure % lime (for wuaintenance) £106.19.6

{z) vrovinz £ =

(h) Insurunce (i) fire £ J)n;

(1i) accident g )29 10

(ii 2/5 OGGZLne, 0il % runninz costs £ -

9% vilue ol truck £ -
1% vaiue ol implements £ o

(Jy uutgfazing &L -

(k) Cartazc to iactory etc. £26.14.2

L1) 3t02K 00U and .edlcine £10.10.0

lw) Fera testing £

(nj :unuxj farm costs £2.15.9

(o) fecninz costs (muterial &for iaoour)f (see below

Ep/ Pedizree stock (extra cost) £
g) Lates £)
(r; Land tax £ )49.15.0
(s) waintenance (i) stock (bulls, deaths
czlil rearing) &= =
(ii) olazs. & pizzeries £ )
(iii/ implewments’ £ )
\iV{ plant 55 ?67-1.6
(vi truck £
(V1) tractor £ ')
(vii/ roaus \less .igobour) £ )
(tj Depreciution (i) bldirs. & pigzgeries £s52.10.0

(ii/ implement x plant £24.15.-
(iii, tractor £ )50 10.0
{iv/ truck

(v) traveiling.

0]

EsTUMATE of RETUaNS To LiBOUR, MANAZ LuwzNT AND CAPITAL

(a) Labour costs (i) to share milker (other tnan

contract sharey £ -
{1i, other £ -
(o) Norkinz costs (aj interest £96.5.0
(b/ ; ‘c:ﬁel‘:-;l i;l? lo 190 O
(¢ waintenance (i) stock £ =
(i) pliunt 2na implements, buil.iaings,
I'0xGs, truck, tractor £67.0.0
(d) Depreciation (i/ puiiuinzs £) -~
(ii) piunt and implements £ )107.15.0
(iiis criatteis, truck, tractor £)
(e Senerul (11 rates £ )49 15.0
(ii/ l=2na tax L)
Total £ 453
J.ctal revenue £ 994
Jigposynie irncuug 2 54l



Lvss (1) personal laoour reward £ - ‘
(iiJ interest on eyuity capivul SEEIC = 5%
surplus to manaleunent i 20
Lress amanagemncnl fnarge £ 10 (3Seey
App. IV )
Fure prolit £ 19¢ (See
App. IV )

Interest on equity cupital investuent (2202 + 389) =

£ 541 1 7.9%*

Py

*lhis Tirure incliuues the lrue eurninis oi mwnazement
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7.

e

T

INFOrMATION REGUIAR

Nature of contruct 5 Sshale

Nature of suupliy Cheese

Size of arm

Nunber ol cows udlked (a) nizbt of 15th Jan

NO

5

13

(c) Levoteu to other use = ucres

6

(a) Totul 144 zcres (b, Efective dairying

lvo acres

(o) effective numoer - 36 X 1.055 = 89.6

lenryth of time on farm thiree years

Capital investment (a/ herd L1117

(n/) truck & =
(c/ implenents £ 26

(d) awount of mortyuze £B0.llortgagzee,

Vendor

(e) rate ol interest on mortgage at 5%

- L4
(') overdraf't £ = v = %
{g)

L e

gjulty touay £ —

neturns (a/ outterfat [8lo4hs share

(o) pizs & =

£1,942.740

S
(c) calves £35.14.0  snure 18
{(d) produce L
(e) other stock (i) sneeg

ca

(ii) pedizree stock
(iii¢ cuils

) rsual lavour
) (i) &. truck aepreciation

/

(ii) 1% plant & implements

supplied

(h/ payment in kind
(i) town suppdiy

Yorkinzy costs

(a) pizs
(b) sned (i) ruovoerwure
(11, ovuckets and
brushware
(1ii/ wliking power

)

(iv) water hezting (3

) fence wulntenznce
d) insurance (i, lire

interest £ =

ety bLibhyts hbhtob s

R e
Nt‘

)

R
(&)
“+

D S~

estimuatea value ol sharemilKkers

5
=
g
=

L see below

: £ )z,17.0
(ii/) accident /
(e) 1/ benzine, oil and
runniny sosts £7.10.
J% denreciation -
(1) whitewash o saed L=
(7/ water pumbing (£0/59) £ in power
() depreciation on implements and plant
(1/ ilwpleuents L£56 & 75 £4
(1i) plunt L~-9 % £ -
(111, truck L-@ p» &£ -
{iv/ trucior L~s % & -
(1] zepulirs znud maeintenance
\i/ nera repluce.ent £114
(11) implcuents £
(iii/ plunt £ )46
(iv) truek £)
(v) tructor £ ) '



X

(& out tezirg £21.C. C
{l./ Loreds and manure £ -
(1, sundries £5.10.0
(m) cartuze £ -
(n) stock :fooc ana medicine £6.6.0
(o4 c»r (tax allowance! £15.0.0
(p) herd testinz £ -

9. labour (i) faumily

Male Female Vazes Keep Time working
bas uncer 16 - - Lo £ - -
(b)) over 16 - 7ile £o4 L - 2 hrs.per day
fmilking)
(ii) non-family
ug le feuiale Vazes  Keep Tice working
(&) pelmanent one . £274 incl. full time
(b) casusal ’
/65 ~ - - - -
38 £3 harvesting
ESTImATE OF RETUANS TO 140U~ ANL CAPITAL
(a) Maintenance of (i) stock £114
(ii/ plant und implements £ 46
(b) Depreciztion (is piant and implements 2 4
(¢c) laoour costs £315
li/ interest £ 4
(d) Norking costs (i) £ 86
Total £569
Ifotul revenue £1120
Disposable income £594
less (1) personsl labour rewsrd L2746 )
(11) interest on ejuity cupital £ 58 = 5 of
: £1120
surplus to manaement £2=0
Less munugement charge £30 (sece App.IV)

Pure piofit . £190 (see App. IV,



Ao

No. zA

OWEL INSCEMATION HEUIRED

9.

10.
11.
lz.

LS.

14.

19.

Area of rarm (a/ totul 140 azcres
(o) efl'ective dairying 145 acres

(ci devotea Lo otner uses - acres
Number of cows in milk (a/ night of 15tn Jan. 75
{n/ efrective - 75 x 1.055 - 78.1
wgture of supply Butter
nesldent on farm LES hu, 8!
Nature of the season ey
Nature of tenure (a) freenold yes

(D) leaseliola - rent £ -
iengin or tenure -

Nature of contract 1/s snare

feriod of ownership 4 years

Nunper of farms owned one
Jotal vurcnase orice £6600 47 pver acre
zovernment capital valustion (date - &£ = [ acre

&
Today's estimated market valuation £ =- £ =~ /[ acre

Capital invested (a) initially 26600
(0) capital improvewents £1200 :
(c) =aount or wortzaze £2400 mortgagee Bank
\d) rale of interest on mortgage at 44%

= E1O8
(e overdralt £ - at - % interest. - =
£/ totul o egquity cubital £5400
(3 total or controlled capital £7800

Returns (a/ butteriat 19606 Ibs. shure
$£1609 £ 1016
(o) pigs £100 share £ 50 nett
(c) calves £30.10.0 share £ 15.5.0
\dJ produce & - £ =
(e) other stock (1/ sneep L =
(ii) pedizree stock &£ =
(iiis culls £ 58
(') payment in kind . £5
(3) & value of' truck (where applicable £
(hs heirers £ -
(i) bulls | £ -
(js town supply £ -
Norkinz costs (a/ Lavour costs (other tnan share milker)
lng.e femnale fages Keep Time working
(1) Permanent - - £ - S -
44 . pulldozin
(b) casual two o £ § £ ~ harVestiné

(c/ own lbour (i, milking -
(ii) maintenance £27
(b) hanure & seed supplement-
al'ly CIrops 8§ -
(cs pizs £ -



ESTILATE Of REIUNS TO L..30Ud, MANASE

(di shed (i/ 5 power and ruel
for water
(ii/ snovels and ropes
\e) wuter nuaping
(f) manure & lime (for mainten-
ance
(z) droving
(h) insurzwnce (i/ fire
{11/ acciaent
(1) 2/% venzine, cil & running
coats
o value of truck
10, value ol 1lmpleuents
(j/ ocutgrazing
(k) ca:tzare to Cactory
(17 stock rooc and wedicine
(n) herd testinz
(n) sundry furu costs
(o) Tenciny costs (i.aterial
and/or luaoour)
(p) pedizres stock (extra cost)
(q/ rates
(ri luane tax
(s) waintenance
(i) stock (pulls, death,
culf rewrinz)
(1i) Blurs. « pizzeries
(iii/ implaments
(iv) plunt
(v, truck
(vi) tractor
(vii) rowas (less labour)
(t/ depreziation

(i) oiazs. & pizzeries
(ii) implewents & plunt

(1iii) tractor
(1v/ truck/wazZon
(v/ traveilinz

£3¢0.0

£ (in r&M)
£8.15.0

£105.0.0
£2.10.0

£ )
P )10.6.6

= = 0

L]

-~ O Ui
(@R N e
O 6O

(in R & M)

;44.0.0

ety kbbbl W

th
N
~
(@)
(@]

~"

’105.10.0

bt e

e
1 GO
oo
oc

ool oW o oo R o

210.10.0

eNT AND CAPITAL

ba,

(0D

(c)

(aj

(e)

Lanour costs (i) to share millkeriotner thoun
contract sniarel
(11) othner

lorsin> costs (u/ interest
(D) zeneral

Maintenance (1/ stock _
\ii) plunt una implements, ouild-
invs, roads, truck, tractor

Depreciation (1) bulliuinis
(11) planl and ilmpicments
\1ii/j cliattels, truck tractor

Jeneral (1) rates
(1i) land tax
lotal
Total revenue

Disposabie 1inguue

£ -
£49.0.C

£108.0.0
£2£7.10.0

£47.0.0
£105.,10.0
)

)31.0.0
)

ttth bbbty

144.0.0

£61«.0.0

£1198.0.0



Less (i) personal luvour rewszrd L 27

{ii) interest on e¢julty capital £270
surplus to management £2£9
less management churle £ 30
Pure proflfit £199

Interest on ejuity capital investuent (£2<9

£499*

*

(see App.1V)

(see App.1V)

T<1s "izure inciudes thne true earninis oif management



No. 2B

SHARs WIiKbkiy INAOi ATION i JUIKED

7.

Se

Nature or contract i/o snure

Nature ol supply Jutter

Size of Tur (a) total 140 acres (b) eflective duirying
135 acres

(¢c/) devoted to other use
- acres

Mumper of cows wmi_lked (as nizht ol 15th Jan 75
(b) effective numover - 75 x 1.005 -
7% 1

lenzth o time on famm 2 yeurs

Capital investuent (a/ herd £3%
(o) tiuckfcar 38 -
(c) ilullements £ =
(d) amount of mortzuge £ - mortzagee -
(e) rute 2I 1nterest on wortgage
at "~ o= z
overdralt £ - @ - ¢ interest &£
€slimated vaoiue 0. snaremilikers
€ Uity today £ -

——
ug o
~ ~

aetuine (a) outteriat 19oJolbs snai'e

L1600 L£587
(bs pizs £100 share £50 (nett)
(c) culves & - share 37 (includes payment

for calf rearing)

»

\as procuce &L -

(<) otner stock (i/ sncep L=
\ii) peairree

stock SH

(iii/ culls £ -

(f) casuul l=bour £ -

(z/) (iJ 5% truck degreciation &£ -

(ii) 193¢ plint znc imple-
Bents suppliecd 5
(h) payuwent in kina £75
(i) town supply &

Yorkins costs (a/ pizs £ -
(b)) st.ed (1) ruoberware £ see R & M
(ii/ bucrets and brush
_ WuIe £ see R & M
(111, milking £ 154.10.0

(iv) water neatinz (s £

(¢c) fence walnlenance L =
(d) insu:ance \i, rire g )1.0.0
(i1/) acciuent i
(e) 1jo venzine, 0il una running
COsts - £ -
([/ Y% cepieciation L -

() whitewasn ol srned

o~
(3) water puaping 30750 £ -
(h) de reciation on impliement and plant
(l/implemstits £ - @ % LR
(1i/ olant “ = w 0 £ =
(ii1) truck L+ e p & =
- i“ -

(iv/ tractor Z G e
(17 repulrs wnu malntenwace

{1/ herd repiuceaent £ -

(1i) lmpiements L ?

(iii) piunt L i24,7.1
(iv) truck = )
\vJ) tractor L)



9.

(J/ outzrazinzy
(k) seeds and manuce
(1) sundries

() cartaze

{nJ) stock food und medicine
(tax allowunce)

(o) car
(p) herd testinz

Lagbour (i) family

£ -
L -

Sen 106
£ -
£12.10.0

(b)

(c) Lanour costs

(d/

(i) intcrest

Yorkinz coats (1) zeneral

Total

Total revenue
Disposunle inceue

looour reward
on eyuity caollal

less (1
(iiy

DEL'SONUL
interest

surplus to muanazeunent
less manuzement charze

Pare prorit

plant and imolcuents

hale Feuale Yazes Keep Time working
(z) Uncer 46 - - L - £ - -
(b) over L6 - Vire bz £ = wilking
4 hrs. per day
(1i) non-family
wale fews:le Jazes Keen Time working |
(aj permanent - = = L = - '
(b) casual
1/0 s two - £3 R harvesting
z s - - Lo~ L= -
ESTIMATE o RETU.NS TC 1A30Uxn AND CAPITAL
(a) wazintenance (i) stock £ -
(ii) plant and implements £24.10.0
Depreciation (i, £ -

£60.0.0
S =
£4z.10.0

I.:lt:7 . O o\

£749.0.0

L347.0.0

£ 10.0.0 (3ee App.
V)
£357.0,0 ( * nm )
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Serial Number 1944/ 146

THE SHARE-MILKING AGREEMENTS ORDER 1944

C. L. N. NEWALL, Governor-General
ORDER IN COUNCIL

At the Government House at Wellington, this 11th day of
October, 1944

Present :
His ExceELLENCY THE (GOVERNOR-GENERAL 1IN CoUNCIL

PursuaNT to the authority conferred upon him by section 4 of the
Share-milking Agreements Act, 1937, and being satisfied as to the
fact of agreement between the New Zealand Farmers’ Union and the
New Zealand Workers’ Industrial Union of Workers to the revocation
of the terms and conditions set out in the Schedule to the Share-
milking Agreements Order 1939,* as amended by the Share-milking

Agreements Order 1939, Amendment No. 1f, and the substitution

therefor of the terms and conditions contained in the Schedule hereto,
which shall take effect on and from the date specified herein in that
behalf, His Excellency the Governor-General, acting by and with the
advice and consent of the Executive Council, doth hereby order as
follows :—

I. This Order may be cited as the Share-milking Agreements
Order 1944.

II. The terms and conditions set out in the Schedule to the Share-
milking Agreements Order 1939, as amended by the Share-milking
Agreements Order 1939, Amendment No. 1, are hereby revoked, and
the terms and conditions set out in the Schedule hereto substituted
therefor.

ITI. This Order shall operate on and from the 1st day of August,
1944,

SCHEDULE

STANDARD TERMsS AND CONDITIONS OF SHARE-MILKING AGREEMENT (APFLICABLE
ONLY IN CASES WHERE THE FARMER-OWNER PROVIDES THE HERD) as
SETTLED ON BEHALF OF THE NEW ZEALAND FARMERS’ UNION AND THE
NEw ZEaLAND WORKERS' INDUSTRIAL UNION OF \VORKERS

Conditions of Fmployment for Share-milkers

1. Any agreement shall be operative for the period specified.

2. Before entering into any agreement share-milkers shall have made avail-
able to them in writing the previous year’s figures of production, the number of
cows producing those figures, and the minimum quantity of manure to be applied
in any one season.

* Statutory Regulations 1939, Serial number 1939/86, page 370.
1 Statutory Regulations 1941, Serial uumber 1941/155, page 501.
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3. Share-milkers whose duties comprise only milking and care, feeding of
stock, including pigs, shall receive not less than 25 per cent. of milk and cream
cheques and deferred payments. Where he also does maintenance work he shall
receive not less than 33} per cent. in either case, after deduction of cartage of
cream and milk. To the above shares of 25 per cent. and 334 per cent. shall be
added a surcharge of 10 per cent. of the share-milker’s share. He shall not
contribute towards the payment of any shares nor receive any benefit from the
share bonus unless mutually agreed upon.

4. If the farm-owner provides an eflicient bull paddock the share-milker
shall undertake care and custody of the bull or bulls and other stock, and shall
be responsible for damage done by wandering bull or other stock.

5. The share-milker shall receive half-share of the value of all calves, which
shall be valued as grades, including bobby calves and pigs, which shall be valued
as grades, providing the share-milker buys in as grades.

6. Calves reared shall be valued during January or February as mutually
agreed upon. The farm-owner to take over the calves as at that date.

7. The farm-owner may require calves for rearing for replacement purposes
up to 25 per cent. of the herd. In cases where additional replacements are needed
this number may be increased by agreement in writing at the commencement
of the season.

8. Toth parties shall pay equally all costs of breeding-sows and other pigs,
including cost of supplementary feeding, cartage, and commission.

9. Farm-owner shall provide reasonable facilities for feeding, housing, and
grazing all pigs, such reasonable facilities to include separate house for each
breeding-sow at farrowing-time. Pigs shall be efficiently ringed according to
directions of the farm-owner, and where pigs are not so ringed, the share-milker
shall be responsible for any damage done.

10. The farm-owner shall provide motor-lorry or horse conveyance for the
purpose of carting milk to the factory and for other farm purposes, except where
the share-milker agrees to provide his own. The share-milker to pay one-third
of the cost of benzine, oil, and running-costs, also one-third of the registration
and license fee, and also depreciation at the rate of 5 per cent. per annum.

11. (a) The farm-owner shall provide all implements, plant, and equipment
for the efficient working of the farm except where the share-milker agrees to
provide his own. Any expense incurred by the farm-owner through damage to
his plant or equipment caused by the neglect of the share-milker shall, at the
termination of the contract, be the responsibility of the share-milker and be met
by him: Provided always that the farm-owner shall provide suitable cover or
shed for all such plant and equipment. In the case of a dispute, a competent
person shall be appointed, acceptable to both parties, to examine the equipment
and to decide the responsibility for payment.

(b) Share-milkers agreeing to supply milking-plant, horses, wagons, and
cans, or any part of same, shall receive such additional amount as shall be agreed
upon for the value of such equipment as at the commencement of the contract,
but in no case less than 10 per cent. of the value of such equipment, to be paid in
equal monthly instalments. Share-milkers agreeing to supply lorries for the
purpose of carting milk to the factory, and for other farm purposes only, shall
be paid two-thirds of the cost of benzine, oil, and running-costs, also two-thirds
of the costs of registration and license, also depreciation at the rate of 5 per cent.
per annum. Thefarm-owner shall be responsible for meeting the cost of reasonable
repairs to such implements except where such repairs are rendered necessary
through the neglect of the share-milker. The farm-owner shall provide suitable
cover or shed for all such plant and equipment.

12. All rubberware shall be in a satisfactory condition at the commencement
of contract, and shall be left by the share-milker in the same condition at
termination of contract.

13. Buckets and brushware shall be supplied by the share-milker, but at
the commencement of each season the farm-owner shall equip the shed with leg
ropes and a shed shovel.

14. The share-milker shall pay power-costs for milking, but it shall be the
duty of the farm-owner to supply adequate facilities for boiling water, and to pay
half power and fuel costs for same.

15. The farm-owner shall have the right to determine the factory or company
to be supplied, and whether milk or cream shall be supplied.

16. The cost of-seed and manure for supplementary and/or winter crops
shall be borne by the farm-owner, and the work shall be done by the share-milker.

17. General farm-work which shall be done on the farm shall be outlined in
writing at the commencement of the contract by the farm-owner and carried
out by the share-milker. Stumping, clearing, erection of new fences, and generally
breaking in rough farmland to be the responsibility of the farmer, and not to be
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included as general farm-work. Where work which is the responsibility of the
share-milker is not carried out satisfactorily, the owner, after giving reasonable
notice in writing to the share-milker, shall have the right, if it is not performed
by the share-milker, to have the work done at the expense of the share-milker.
Where through sickness or otherwise the share-milker is unable to carry out his
part of the agreement, he shall give notice in writing to the farm-owner so that
arrangements can be made to carry eut the work. In the cvent of any dispute
regarding the matters contained in this clause, the matter shall be referred to
arbitration.

18. Cost of manure for maintenance purposes, including cartage, shall be
borne by the farm-owner.

19. The additional labour required for hay and ensilage making for the
herd shall be: proviced oy the share-milker and farm-owner equally.

20. The farm-owner shall provide adequate water forstock, sheds, and house-
hold purposes. \Where satisfactory drinking-water for domestic use cannot be
obtained from other sources, sufficient tank accommodation for the collection of
rain-water shall be made available at the house of the share-milker. The farm-
owner shall pay actual cost of power for pumping water for stock, sheds, and
household purposes. .

21. Except as hereafter provided, fences, drains, and hedges to be maintained
in a satisfactory state of repair by the share-milker, but the cost of trimming
any hedge which has not been trimmed within three years shall be borne by the
farm-owner. Temporary subdivision fences shall be erected by the share-milker
with material supplied by the farm-owner. New permanent subdivision fences
shall be erected and paid for by the farm-owner who shall supply all thenecessary
material. \Where drains exceed a length of 1 chain per cow milked, the cost of
cleaning the additional length of drains shall be borne on a fifty-fifty basis by the
share-milker and the farm-owner, but the responsibility of the share-milker in
this respect shall not apply in the case of drains which do not directly drain that
portion of the property on which the dairying operations are carried on.

22. Farm-owner shall pay for all herd-testing, including tester’s board at
2s. per item.

23. The share-milker shall provide and shall have complete control of all
labour to be engaged by him. .

24. The share-milker shall bear his proportion of deduction in connection
with tne grading of milk and cream except in the case of proved neglect, when
the responsible party shall bear the whole of such deductions.

25. Farm-owner shall supply all medicines, &c., for the health of stock,
same to be uszd by ~hare-milker as directed.  Share-milker shall take all necessary
precautions to prevent disease in the herd, and in case of disease shall notify
farm-owner immediately, but shall not be held responsible for disease or replace-
ments of stock rendered necessary owing to disease, &c., but due to no neglect
or fault of the sharc-milker. A suitable locker shall be installed in a convenient
lace.

! 26. The share-milker shall take all reasonable care to prevent the spread
and/or introduction of noxious weeds, the cost of material to be borne by the
farm-owner.

27. Share-milker shall whitewash sheds when required by the farm-owner,
but not more often than once yearly except at the expense of the farm-owner.
Nevertheless, in cascs of supply to towns or institutions the shed shall be maintained
according to the requirements of the appropriate authorities, the material only
to be supplied by the farm-owner. There shall be lavatory accommodation within
reasonable distance of the milking-sheds.

28. Noadditional stock (except replacement stock up to 25 per cent. annually),
including sheep, shall be grazed on milking paddocks used by the share-milker
except by mutual consent, which consent shall not be unreasonably withheld,
and all culls shall be removed from milking paddocks within one month from the
date of culling. The share-milker and the farm-owner each to have the right
to run up to fifteen sheep for killing purposes.

29. Milking must be efficiently carried out, and the farm-workers shall be
competent, but the number and sex to be employed shall be mutually agreed
upon between the farm-owner and the share-milker.

30. Share-milker’s share of the cheque without any unauthorized deduction
shall be paid by farmer direct into share-milker’s banking account, or direct to
the share-milker, accompanied by copy of monthly statement in either case ;
settlement to be made within three days of receipt of money by the farm-owner.

31. All moneys due to the share-milker for pigs sold in farm-owner’s name
by share-milker shall be paid over to the share-milker by the 25th of the month
following the sale of same. A statement of all pigs sold to be supplied to the
share-milker.
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32. If either party does not propose to enter into another contract for a
further period, notice thereof shall be given in writing to the other party not less-
than one month prior to the expiry of the current contract.

33. Farm-owner shall pay all droving fees.

34. The stipulated number of cows to be milked shall be stated in writing,
including the words *“ and not less than.” Such stipulated number of cows shall
be in-calf cows or heifers, and shall not include cows which prove at calving
to have lost two or more quarters.

35. The owner shall have the right at any time during the continuance of
this agreement to sell the said land or any part thereof and cancel this agreement,
in which case the share-milker shall be entitled to receive from the owner an
amount equal to the share-milker’s proportion of the value of the estimated butter-
fat for the balance of the season, including deferred or final payment ar bonus.
In the event of the owner and the milker failing to agree as to this estimated amount
of butterfat, the previous year’s production shall be taken as a basis. The total
production of butterfat in the previous season for the months in question shall
be divided by the number of cows milked during these months giving for the
purposes of this agreement a standard production per cow which, multiplied by
the number of cows being milked at the time of the sale, will be taken as the
amount of butterfat for which payment as above shall be made.

36. A suitable area of ground shall be attached to the accommodation of
sufficient size for the share-milker to grow vegetables for his own use. Such
area shall be enclosed against cattle and pigs, and where live hedges are planted
around the house such hedges shall be maintained by the share-milker.

37. The farm-owner shall decide, after consultation with the share-milker,
when the cows are to be dried off.

38. In the event of a dispute arising out of the terms of the contract, each
party shall, within thirty days of either party giving notice in writing to the
other, proceed to arbitration. Each party shall appoint an arbitrator who shall
decide, but in the event of their being unable to agree the arbitrators shall appoint
a third party, whose decision shall be final. In the event of the arbitrators being
unable to agree on the third party to be appointed, the dispute shall be referred
to the Department of Labour, which shall, in collaboration with the Department
of Agriculture, appoint a person with the requisite specialized knowledge to
settle it.

39. There shall be no reduction during the period of the contract of the area
available to the herd except by mutual agreement in writing.

40. In cases where pedigree stock is raised there shall be a mutual agreement
entered into between the farm-owner and the share-milker whereby the share-
milker shall be recompensed for the extra cost incurred by him.

41. The farm-owner shall, during the continuation of the agreement, insure
and keep insured the share-milker and all the workers employed by the farm-
owner against any claims under the Workers’ Compensation Act, 1922, and its
amendments, and shall, when required so to do, produce within thirty days to
the share-milker the policy of such insurance, and the receipt for the premiums
from time to time payable thereunder, and in case the farm-owner shall make
default in so doing, or shall fail to effect or keep such insurance continued, then
the share-milker may, if he thinks fit, effect such insurance or pay the premiums
thereunder either in his own name or in the name of the farm-owner, and may
recover from the farm-owner all the moneys paid for effecting such insurance or
renewal thereof.

The share-milker shall, during the continuance of the agreement, insure and
keep insured the workers employed by him against any claims under the Workers’
Compensation Act, 1922, and its amendments, and shall, when required to do so,
produce within thirty days to the farm-owner the policy of such insurance and
the receipt for the premiums from time to time payable thereunder, and in case
the share-milker shall make default in so doing, or shall fail to effect or keep such
insurance continued, then the farm-owner may, if he thinks fit, effect such insurance
or pay the premiums thereunder either in his own name or in the name of the
share-milker, and may recover all moneys so paid for effecting such insurance or
renewal thereof.

42. When the share-milker agrees to perform work outside the scope of the:
Share-milkers’ Agreement, he shall be paid at a rate to be mutually agreed upon in .
writing, but in no case shall such rate be less than 2s. 6d. per hour, and settlement
for any such work shall be made quarterly. Except by agreement with the farm-
owner, the share-milker shall not undertake work outside the farm.

43. Bath to be provided at share-milker’s house, with arrangements for hot
water adjacent thereto.
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44. Suitable first-aid appliances shall be provided, the recommended contents
of a first-aid outfit are :—
Antiseptic solution with directions for use. (A 4 oz. bottle of Lysol is
suggested, and, in addition, an 8 oz. bottle of weak tincture of iodine.)
One yard packet of plain absorbent gauze.
One 4 oz. packet of absorbent cotton-wool.
One 2 oz. packet of plain lint.
Half-dozen 2 in. by 6 yard white open-wove bandage.
4 oz. bottle of 1-per-cent. picric acid for burns.
One 2 oz. tin of boracic ointment.
One spool adhesive Z.0. plaster 2 inches by 5 yards.
1 pair of scissors, 5} in., blunt points.
One dozen safety pins.
One triangular bandage.
First-aid outfit to be supplied by farm-owner.
45. Reasonable facilities shall be given by the farm-owner or his agent to
the union organizer or other official of the union to enable him to transact all
business of the union.

46. Each farm-owner shall provide free grazing for one horse for share-milker’s
own personal use.

C. A. JEFFERY,
Clerk of the Executive Council.

Issued under the authority of the Regulations Act, 1936.
Date of notitication in Gazette : 19th day of October, 1944.
These regulations are administered in the Department of Labour.

By Authority: E. V. PavL, Government Printer, Wellington.—1944.
Price 6d.]
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Memorandum of HGreement made this day of

One thousand nine hundred and

BETWEEN of
Farmer in the Provincial District of (hereinafter termed “the Owner”) ¢f the one part
AND of

in the Provincial District of (hereinafter termed “the Milker’) of the other part
WHEREAS the Owner is possessed of a farm at

containing acres more or less being

(hereinafter termed ‘‘the said land”) AND WHEREAS the Milker has agrged to supp]y a herd ef

cows and heifers and bulls (hereinafter referréd to as “the said cows’)

farm horses and other live stock (the whole of which cows heifers /bulls horses and other live

stock are hereinafter refeired to as “the said stock”) and chattels as in thj§ agreement provided AND

WHEREAS the Milker has agreed to milk and attend to the said cows on the said land of the Owner as a

dairy farm and to supply and keep on the said land for such purposes the sdid stock and chattels on and
subject to the terms and conditions hereinafter contained.

NOW THIS AGREEMENT WITNESSETH that it is hereby declared and ggreed by and between the parties
hereto as follows:—

Definition. 1. EXCEPT where the context demands a different construction the term ‘fows” when used herein shall mean and
include all cows heifers and bulls at any time brought on to the said land for ang of the purposes of this agreement and the
term “stock” when used herein shall mean and include all cows pigs horses and/other stock whether alive or dead necessary
for any of the purposes of this agrement but shall not include any stock th¢ presence of which on the said land is not
necessary for any of the purposes of this agreement. Geese ducks fowls turkeys and other poultry are hereby excluded from

the term “stock.”
Status of Parties. 2. THIS agreement shall not be deemed to create a partnership between the Owner and the Milker nor shall the Milker

be deemed in any way a tenant of the said land or of any buildings theregn nor shall this agreement be deemed to create a
bailment of any stock or chattels subject to this agreement and belonging either to the Owner or the Milker.

Period. 3. THIS agreement shall be deemed to commence on the day of

One thousand nine hundred and and skall continue until the day of
One thousand nine hundred and / subject to prior determination as hereinafter

/

provided. /

Use of Land. 4. THE Owner shall set apart and allow to be used r the purpose of this agreement the said land and neither the
Owner nor the Milker shall during the continuance of this agyeement graze or depasture on the said land any stock not subject
to this agreement provided nothing here contained shalt/rohibit the Milker from keeping on the said land dogs and poultry.

Supply of Herd. 5. THE Milker shall throughout the continuance of fhis agreement supply and maintain a herd of not less than

( ) nor more than / ( ) good milking cows and heifers in
profit and all necessary bulls and shall by culling agd replacements keep the aforesaid herd up to a reasonable standard.

Horses and 6. THE Milker shall supply ( ) farm horses and such farm implements as 'may be

Implements. agreed upon mutually by the parties hereto and specified in writing. -

Use of House, 7. THE Milker shall have the right during;"/the continuance of this agreement to use and occupy free of charge the

i::'::m::g Milker’s dwelling house on the said land and/also the milking sheds and yard and implements and other sheds now upon

) the said land. / -

Appliances. 8. THE Owner shall provide in first {ass order and condition and appropriate to the use of the Milker for the purposes
of this agreement the milking plant eng;ﬁi electric motors or other power plant separator implements and machinery now
on the said land and the Milker hereby f"acknowledges that the same are in good order and condition and ready for immediate
use.

Appliances pro- 9. EXCEPT as in this agreemeft expressly provided otherwise the Milker shall provide at his own cost ali other

videt by Milker o0 gear utensils appliances and jmplements necessary for the proper and effectual carrying out of this agreement.

Care and Custody 10. THE Milker shall properly care for and tend all stock depasturing or being on the said land from time to time during
of Stock. the period of this agreement and/shzll do all things necessary to keep the same on the said land and shall be responsible and

liable for all consequences arisiig from failure to do so.

ily clean out all sheds and yards in which the said cows are milked and also will daily wash with
boiling water and thoroughl§ cleanse and keep sweet and clean all utensils and appliances used for the purposes of this agree-
ment and also will daily pfoperly and efiiciently clean and sterilize all parts of the milking plant which require cleansing and
sterilising and will at al)/times operate and manipulate the plant and machinery in a skilful and workmanlike manner. All
manures taken from the shed or yards shall each day be spread on the said land by the Milker in such places as the Owner may
direct. The Milker wiil whitewash once yearly in a proper manner the interior of all cowsheds on the said land. Any diminu-
tion in value or logé of cream or milk arising by reason of inferior grade or grading down of cream or milk due to failure of
the Milker to mgintain a proper standard of cleanliness in sheds yards utensils or appliances or to manipulate and operate
the plant and pfachinery in a skilful and workmanlike manner may be deducted by the Owner from moneys due to the Milker
provided that/the Milker shall not be responsible for any diminution in value or loss which may arise from causes beyond his
control. The basis of adjustment shall be in the case of default by the Milker that the Owner is entitled to assume all cream

or milk supplied will be of finest quality.

Cleaning. 11. THE Milker shall

Supply of 19/ THE Milker shall supply or pay for all brushware and cleaning apparatus necessary for the milking machine and
Requisites and plapt and appliances and also all rubbers tubing belting and parts oil fuel benzine and electric power from time to time during
S LORCHIRZCCLIN currency of this agreement required for the proper and efficient use and working of the milking plant engine and separator
nd shall personally do or have carried out all such repairs and replacements as shall from time to time be necessary and shall
keep the same in good order condition and repair or pay for and make good all damage done to the same and shall at the
end or sooner determination of this agreement hand over the same to the Owner in first class order condition and repair and
ready for immediate use (fair wear and tear excepted). The Milker will pay for all electric power used in the dwelling-house

occupied by him.
13. THE Owner hereby warrants the said land to carry satisfactorily the said stock save and except damage to or loss

of pasture or crops by fire tempest or Act of God and further hereby warrants that the said land has before the com-
mencement of this agreement been topdressed at the proper season with suitable fertilizer of a quantity per acre not less

than is specified in Clause 29 hereof.

Warranty/ by -

ondition and 14. THE Owner shall at his own expense and before the commencement of this agreement place or cause to be placed in
F:;:e‘;f ]::cﬂdi“”' good order condition and repair all existing buildings erections fences gatecs drains and other improvements required for the
T purposes hereof now on or bounding the said land and the. Milker shall during the continuance hereof keep and maintain the
same in like order and condition fair wear and tear and damage by tempest fire earthquake or other inevitable accident alone
excepted. All material for repairing buildings erections fences and gates shall be supplied promptly by and at the expense
of the Owner unless such repairs are occasioned by reason of neglect or default on the part of the Milker in which case the

Milker shall provide suitable material.
Noxious Weeds. 15. THE Owner shall at his own cost supply all sprayers appliances and weed killer required for checking or destruc-
tion of noxious weeds. The responsibility of the Milker for eradication of noxious weeds shall be limited to maintaining as far
as may be practicable the said land in the same condition as at the commencement of this agreement in respect of such

weeds.
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16. THE Milker shall in the course of milking and attending to the said cows and the separating, carting and delivery
of the cream or milk and in all other respects comply with the provisions of “The Dairy Industry Act 1908” and all
regulations thereunder.

17. THE Milker shall every day personally see and inspect each of the said cows and shall personally supervise each milk-
ing and shall properly attend to such of them as shall have slipped their calves and shall remove any such cow from the other
stock and keep the same isolated for a reasonable period to be decided by the Owner. If any stock shall show indications of
disease proper steps shall be taken by the Milker for treatment and isolation.

18. THE Milker may during each and every year of the term of this agreement if he so desires rear as his own
property for the purpose of replacements in and maintenance of the said cows heifer calves to a number not exceeding
twenty per centum (20%) of the cows and heifers in profit in that year. The heifer calves so reared may be fed on new
milk and then on skim milk or whey for the respective periods of such feeding in accordance with the practice generally
observed in the adjacent district. Any heifer calves so reared and not utilized in due course for replacement in and main-
tenance of the said cows shall be sold at a date to be agreed upon mutually and the proceeds divided in equal shares between the
Owner and the Milker provided that at the termination of this agreement all heifer calves reared under this clause and not then
used for replacement shall be and remain the property of the Milker.

19. SUBJECT to the provisions of Clause 18 hereof the Milker shall within seven days of the birth of calves have the
option of deciding what calves if any of the said cows shall be sold or killed or otherwise disposed of. Any calves not reared
or sold shall be killed and skinned by the Milker and the skins thereof as well as the proceeds of sale of calves shall belong
to the Owner and the Milker in equal shares.

20. SUBJECT to the provisions of Clauses 18 and 19 hereof and except as may be otherwise expressly provided in this
agreement the said stock and chattels shall be and remain the property of the Milker and the proceeds of the sale of any
animal or chattel culled or discarded shall be the property of the Milker. '

21. THE Milker shall at all proper times take all necessary steps to have the said cows effectively served and got in calf
and will before service have the said cows syringed out if so required by the Owner. The Milker shall faithfully and properly
record in writing the dates of all calvings and of all services of the said cows and furnish the same to the Owner when
demanded. The Milker shall not use in manner provided by this agreement the milk of any cow until five clear days after
calving.

22. THE Owner shall have the sole right to determine to which Factory the supply of cream or milk shall
be delivered and will make all necessary arrangements for the sale and disposal in his name of the said cream or milk and
shall each month collect from the factory or creamery proprietors all moneys due on account of same and shall within seven
days of the receipt thereof and subject to any adjustment under this agreement pay to the Milker
thereof and will at all reasonable times produce to the Milker all books accounts and records showing particulars of the
weight and value of the said cream or milk. If the Milker so desires the Owner shall arrange with and authorise the dairy
company to furnish the milker regularly with copies of monthly and other credit notes showing particulars of the quantity tast
and grade of cream or milk supplied and the gross value thereof. The Owner hereby nominates as the factory to which the
supply of milk or cream shall be delivered the factory of the New Zealand Co-operative Dairy Company,
Limited, at .

23. WHERE the Owner is selling cream the Milker shall after each milking separate the cream from the milk produced by
the said cows (excepting a sufficient quantity for his own houschold use and for use in the household of the Owner not zxceed-
ing one gallon of whole milk each daily) and shall deliver each morning the cream so separated to the proper delivery or
collecting point or railway station not later than a time to be stipulated by the Owner provided however that should the Owner
desire during the currency of this agreement to supply whole milk the Milker shall deliver such milk as instructed by the
Owner. Where the Owner is selling milk the Milker shall properly cool and treat the milk and without separating will deliver
the milk produced from the said cows to the cheese casein or other factory stipulated by the Owner at such times as may be
required by the Owner and will cart back to the said land all skim milk or whey. Where delivery of milk direct to the factory
is required the Milker shall effect delivery at his own expense and shall supply any vehicle for that purpose and in such case
shall be entitled to receive any premium for direct delivery paid by the factory proprietors. Should it become necessary or ad-
vantageous during the continuance of this agreement to separate the milk on the said land because of a breakdown at either
factory or farm or for any other reason the Milker agrees to be governed by the terms of this clause referring to the supply

of cream.

24, IN the event of the Owner deeming it necessary or desirable during the term of this agreement to change the
incidence of the supply from cream to milk or vice versa he shall at his own expense provide all additional plant gear cans
utensils and appliances required for the change. Where the change is made at the request of the Milker and with the consent
of the Owner the Owner shall provide at his own cost any additional plant and the Milker shall provide at his own cost any
additional cans utensils appliances and vehicles which may be required.

25. THE Owner shall be entitled from time to time to deduct from the moneys payable by him to the Milker all moneys
due or to become due and payable by the Milker to the Owner under the provisions of this agreement.

26. THE Owner and the Milker shall in equal proportions supply the pigs for the purposes of this agreement and at
the end or sooner determination of this agreement and subject to the provisions hereinafter contained for valuation of pigs
each will as far as is practicable be entitled in equal proportion to pigs of the like number and value provided that each will
be entitled to have included in his proportion and to retain any specific pig or pigs supplied by him at the commencement
hereof. The Owner and the Milker shall each have a half interest in the proceeds or value of all other pigs. The Milker
shall properly care for and feed all pigs and shall keep the paddocks and styes in which the pigs are kept clean and well and
securely fenced. All pig feed shall be found by the Owner and the Milker in equal proportions provided that the Milker shall

have the right to utilize the skimmed milk for the pigs.

27. PIGS or their progeny shall at such time or times as the Owner shall direct be sold in the name of the Owner. Half
the proceeds of the sale of all pigs shall within seven days of receipt of same by the Owner be paid to the Milker but if at the
time of sale there shall be any balance owing by the Milker te the Owner on the pig account or in respect of any other indebted-
ness by the Milker to the Owner such half share of proceeds shall be credited to the Milker either to pig account or any other

such indebtedness.

28. IMMEDIATELY upon the determination of this agreement the Owner and the Milker shall endeavour mutually to
agree upon a value of pigs held on joint account and failing an agreement a competent valuer shall be called upon to assess
the value of such pigs the cost of the valuation to be borne in equal proportions by the Owner and the Milker. If the Owner
and the Milker cannot agree as to the appointment of a valuer the value of the pigs shall be determined by arbitration as
hereinafter provided, the cost of arbitration to be borne in equal proportions by the parties. When the value has been decided
the Owner shall credit half the said value to the Milker’s account and the credits shall be used to offset any debits and any
balance due to the Milker shall be included in the final settlement between the Owner and the Milker provided that the value
of any pig or pigs retained by the Milker under Clause 26 hereof shall be debited to his account.

29, EXCEPT as is otherwise expressly provided in this agreement the Owner shall at his own cost supply provide and
transport to the said land sufficient fertilizer to top-dress the pasture portions of the said land with not less than
hundredweight ( cwt.) per acre exclusive of lime in each year of the term of this agreement. The Milker shall each
vear at the time or times mutually agreed upon with the Owner but so nevertheless that the said pasture portions of the said
land shall be topdressed once at least in each year during the term of this agreement properly top-dress whether with
fertilizer and/or lime the said pasture portions and shall after each top-dressing chain harrow the whole of the land so top-
dressed. The first of such top-dressings of fertilizer shall be applied not later than the month of in
the first year hereof.

30. THE Milker shall sow in root crops for winter feed and shut up for the purposes of hay and/or ensilage such portion
of the said land and at such times as the Owner shall direct provided such portion shall not exceed the area required for hay
ensilage or roots for the purpose of providing supplementary summer or autumn feeding and wintering of the said stock. The
Milker shall whenever required by the Owner cut pull cart and feed to the stock green feed roots hay ensilage or other fodder.
Seed and manure for root crops shall be found in equal shares by the Owner and the Milker.

31. THE Milker shall at his own cost in all things do or cause to be done the carting out and distribution of
fertilizer and lime on the said land and shall also in each year at his own cost in all things including the employ-
ment of such labour as shall be necessary cut cart and completely harvest stack and thatch hay and fence-in stacks and
lay down ensilage for winter feed for the said stock and shall on the determination of this agreement leave on the said land all
hay ensilage and other winter feed and in no case shall the quantity or acreage of feed so left be less than the quantity
or acreage which is now on the said land. The Milker will generally farm the land in a proper and husbandmanlike
manner and subject to the wnrovisions of clause 16 hereof shall keep the same and the roadways adjoining the same
to the centre thereof free and clear of all noxious weeds and growths and will at the proper season of the year trim
in a workmanlike manner all live hedges upon or bounding the said land. Where labour for performance of the
whole or any portion of the farm work is provided by or at the expense of the Milker he shall be responsible to the Owner for
the skilful and workmanlike completion of such work and shall make good to the Owner any loss arising by reason of faulty
workmanship. The area of crop to be grown annually except as otherwise provided by this agreement shall be determined by
mutual arrangement between the parties and if not so determined shall be settled by arbitration in manner hereinafter provided.
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32. WHERE any new ground is required to be broken up and sown in grass or crop (and save as in this agreement
otherwise expressly provided it shall be in the sole discretion of the Owner as to when how and what particular land shall be
so treated) the Owner shall at his own cost clear plough and prepare the same for sowing and provide all necessary seed and
fertilizer but all other work in connection with such breaking-up sowing and cropping shall be done by the Milker at his owe
cost. The area of any new ground to be broken up under the conditions of this clause shall not exceed an area which in
conjunction with the area then in cultivation will be required for the wintering of or supply of green feed necessary for the
stock. The Milker shall not be required to assist or participate in the grassing or cropping of any land except and unless
the same be required for the pasturage or feeding of the said stock. The same conditions with regard to cropping new land
shall apply to any renewal or renovation of existing pasture undertaken during the term of this agreement.

33. THE Milker shall not assign any of his rights, privileges or benefits under this agreement without the consent in
writing of the Owner first had and obtained.

34. THE Milker shall before commencing operations under this agreement insure and shall during the continuance of this
agreement keep insqred all workers employed by him against claims under the “Workers’ Compensation Act 1922” and its
amendments such policy to be taken out in his own name. The Milker shall from time to time deliver such policy and the
receipts of the premiums from time to time payable thereunder to the Owner and in case the Milker shall make default in
so doing or shall fail to effect or keep on foot such insurance then the Owner may if he thinks fit effect such insurance or pay
the premiums thereunder either in his own name or in the name of the Milker and may deduct all moneys so paid for effecting
such insurances or in premiums thereunder from moneys payable to the Milker. The moneys payable under the said policy
effected in the name of the Milker or the Owner shall be applied in payment of the claims to become payable to any worker in
exoneration of any possible claim against the Owner or the Milker as the case may be. The Owner shall insure the Milker
as a worker and the premium for so doing shall be paid by the Owner.

35. THE Owner shall be responsible for a sufficient water supply for the said land and stock and shall provide all engines
motors pumps benzine oil and electric power required for the purpose. The Milker shall attend to the water supply for the said

stock and will constantly keep available a sufficient quantity for well and properly watering such stock. The Milker will also
keep all water holes clear and clean.

36. THE Milker shall have. the right to employ such apprentices assistants or labourers as he may require to enable

him to carry out his obligations under this agreement but he shall in no case employ on the said land any person or persons
whom the Owner shall reasonably forbid him to employ.

37. THE Milker shall and will not fell or damage any native or other bush or trees or hedges upon the said land without
the express consent of the Owner first had and obtained in writing.

38. THE Owner shall retain the management and control of the said land and of all operations thereon and at his
sole discretion shall decide all questions of policy relating to the carrying out of this agreement and the efficient farming
of the said land provided nothing herein shall make it obligatory upon the Milker to carry out and observe instructions by
the Owner detrimental to the said stock and implements the property of the Milker. To the intent that the payments and
emoluments arising and payable under this agreement from the use of the said land and the said stock will be as great as

possible the Milker shall in all things observe and follow approved farming practice in an endeavour to obtain milk and
cream of finest quality.

39. THE Milker shall in addition to other emoluments hereunder and subject to any adjustment under this agreement
be entitled to of all bonuses and deferred payments if any (excepting as hereinafter provided) declared
and paid by the factory or creamery proprietors to whose factory the cream or milk from the said stock is supplied such
proportion to be paid to the Milker within seven days of receipt thereof by the Owner. Provided that the Milker shall
not be entitled to participate in any special credits or cash payments made to the Owner for the reason that the Owner is a
shareholder in the Company to which cream or milk is sent, that is to say the Milker shall not be entitled to claim any
portion of deductions or payments made by the factory or creamery proprietors on acccount of capital shares or interest.

40. IF the Milker shall make default in the observance or performance of any of the terms and conditions expressed or
implied herein and has not within seven days after written notice by the Owner so to do remedied any such default the
Owner may at his option without further notice or demand whatsoever thereupon or at any time thereafter determine thia
agreement (in which case the Milker shall be entitled only to moneys actually due to him at date of such determinatiomn)
without prejudice however to the right of the Owner to recover damages for the non-performance by the Milker of any
stipulation or agreement herein expressed or implied and without prejudice to any other rights of the Owner hereunder.

41. 1IN the event of the death of the Milker occurring during the currency of this agreement the Owner shall be entitled
to determine the agreement as from the death of the Milker in which case the estate of the Milker shall be entitled to all
moneys due to the Milker at the date of death including a share of the bonus or deferred or final payment but subject to
any adjustment which would have been made between the Owner and the Milker regarding the sale of calves calf-skins
and pigs or any matters dealt with in this agreement. In the event of the death of the Owner this agreement shall
terminate in the year of such death or in the next succeeding year as the case may be upon the day of the month herein-
before provided in Clause 3 of this agreement for the termination hereof. ]

42. THE Milker shall have the right to depasture on the said land sheep for killing purposes for home consumption only
up to but not exceeding at any one time the number of

43. ANY and every dispute difference or question which may at any time hereafter arise between the parties hereto or
their respective representatives as to the construction of these presents or as to any matter or thing connected with or arising
out of these presents or the rights duties or liabilities of the parties hereto shall in the absence of any provision to the con-
trary herein contained be referred to arbitration in accordance with and subject to the provisions of “The Arbitration Act 1908”
or any statutory amendment or modifications thereof for the time being in force and the provisions of this clause shall be
deemed to be a submission to arbitration within the meaning and subject to the provisions of the said Act.

AS WITNESS the hands of the parties hereto:

SIGNED by the Said.......oooooooiieeeeeee e as Owner }

................................................................

in the presence of

SIGNED by the said. ..o as Milker } ........................

in the presence of

Address

Occupation
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AFZTPENDIZX IV,

AN ESTIMATE CF THE FAKY OWNER'S AND THS SHARE-MILIER'S

MANAGEIENT CHARGE &CATIITST THID FARM.




APPENDIX IV

ESTIMATE OF THE #ARM OWNrRS' AND SHARE-MILKERS!
MANAGEMENT CHARGE AGAINST THE FARM

In Section V all group comparisons were made on the basis of the management-
reward. This figure, however, contains both a management charge against the farm
and a pure profit. The latter is the residue left after all costs including the
management charge have been deducted from the farm owner's or the share-milker's
share of the gross income. A comparison made between groups of owners or between
groups of share-milkers on this basis, willit is suggested, give a different result
from a comparison of the group management-rewards. This section is appended so
that this point may be expanded and clarified and so that the use of a management-

reward comparison may be justified despite its weaknesses.

During the greatér part of the period under the survey the labour and
management-reward of the guaranteed price was 1l.44d. per 1b. B.F. and the award
wage was five guineas per week, (£273 a year). If the total labour and management-
reward be calculated for farms of different sizes (different outputs of B.r.), it
is seen that there is same small excess of the total reward over and above the £273
per 6,000 1lbs. B.r. labour reward: e.g. with an output of 6,000 1lbs. B.F. the
labour reward is £273 but the total reward (6000 x 11.44d.) is £286. The surplus
of £13 is the management charge against the farm. If the output is 12000 lbs. B.F.
the surplus is £26, or 10/~ a week, and so on for various scales of production.

(Table 41).

lTable 41. Management charge in relation to size of output.

Output Labour and Manage- Labour Management
lbs. B.r. ment Income hkeward Reward
£ £ £
6,000 286 273 3
12,000 572 546 26
18,000 858 819 39
24,000 1,144 ’ 1,092 52
30,000 1,430 1,365 65
36,000 1,716 1,638 78




This means that with owner-manager farms, the farm owner can hire labour to do all
the farm work and he will receive the balance as a management-reward. Under a
system of share farming, however, the division of the guaranteed price income
between the farm owner and the employee is not so straight forward. On this

type of farm, leaving aside any considerations of the extra labour charges (p...),
the amount of management exercised by the farm owner varies with the nature of the
contract and his place of residence (Section V). Furthermore the share-milker

in many cases performs managerial duties, and,as a result, is entitled to some

share of the management income of the farm.

It is suggested that the relative amounts of managerial supervision could be
somewhataget out as in Table 42. This table implies that if, e.g. the production
of a farm is 24,000 lbs. B.F., and the contract 1/3 share and the owner resident
on the farm, then the owner should get 75% (£39) of the management income. The

sharemilker would get the remaining £13.

Table 42, Percentage Allocation of Management Income between Owner and Share-milker.

Resident Owner | Non-resident Owner
Contract Owner S/ Owner S/M
1/4 (plus 10%)| 100% 0 90% 10%
1/3 (plus 108) | 75% 25% 50% 50%
1/2 25% 5% 10% 90%

If this theme is carried out to campletion then the correct way to compare
groups of farms would be on the basis of the average pure profit. The pure profit
is the management reward (defined p...) minus the share of the management charge
against the farm: e.g. if the owners management reward for the resident owner
example just quoted was £350 his pure profit would be £311. This figure £311
is completely free, therefore, of any unpaid costs and, if used, would give a truer
figure for group camparisons. The disadvantage of using the pure profit as a
comparative figure is that it (a) tends to be rather arbitrary and depends upon the
accuracy of Table 42 for its reliability. (b) tends to be too large a figure for
a particular output. There is no doubt that the management charge calculated in
Table 41 is too low for the output to which it applies. Probably a more realistic
figure would be three times as large. The difficulty, however, in making a higher
management charge against the farm, is that on the smaller farms such a charge would
result in a great negative management-reward figure than at present obtained. This

would happen even if the management charge were proportional to the output of the



farm, For these two reasons comparisons have been made of the management-reward
and not pure profit. In camparison with the example quoted above, if on the same
farm the owner was non-resident then his share of the management income would be
only one half of £52. This would increase the pure profit fram £311 to £324
because a smaller share of the management-reward was earned by his own application.
The effect of correcting the management-reward to a pure profit in this way would
be to lower the resident owner's comparison figure relative to the non-resident
owner's, It would also lower the quarter share owner's camparison figure relat-
ive to the third-share owner's and this again would be lower than the average

of the half-share owner's group. In all cases the share-milkers group average
camparitive figure would be affected in the reverse way as is shown by a com-
bination of Tables 41 and 42. The foregoing is not an attempt to solve the
problem of an equitable management-reward for farms; that would involve consider-
ably more space and time than is at present warranted. It is merely an attempt
to indicate some of the errors inherent in group comparisons of the management-
reward, and an attempt to illustrate the difficulties involved in the elimination

of these errors.
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