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TABLE OF SYMBOLS USED lN THE STATISTICAL SU1�IES 

The symbols used in depicting the results of statistical analyses are 

principally those used by Snedecor (?). They are as follows:-

Symbol Description 

X 

sx 

N 

n 

X 

s 

X 

s/X 
sx 

ss 

t 

r 

F 

ss 

MS 

Sign, 
NS 

s 

HS 

df 

c 

B, C, D.M. 

1/4, 1/3, 1/2. 

Ever,y item successively. 

"Summation X11• 

Total number of items. 

Number of items in each class or group (Sn equals N) 

The arithmetical mean. 

Standard Deviation. 

Deviation of an item from the class mean. 

Coefficient of Variation. 

Standard error of the mean. 

Standard error of the standard deviation. 

Student's (t) test of significance of mean difference. 

Standard error of 11t11• 

Total correlation or product moment c orrelation. 

Fisher's 11F11 test of the differences among group means. 

Sum of the squares. 

Mean square or variance. 

Not significant at the 5% level. 

Significant at or above the 5% level. 

Significant at or above the 1% level. 

Degrees of freedom. 
2 ( (SX) ) 

Correction factor ( :0 ) 
Butter, Cheese, Dried 1ulk factory supplying farms respectively. 

Farms on which the type of share milking c ontract in operation 

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

respectively. 
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P A R T I 

S E G T I 0 N I 

INTRODUCTION AND REVIEW OF THE LITERATURE 

Associated w ith 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 I share-milking I , in this country, 

applies to that type of dairy farm labour, the wag es for which are b ased upon 

some proportion of the proceeds of the sale of farm produce. This g eneral 

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

( a ) 'Quarter share-milking', where the farm o"r'''ler s upplies the land and 

capital ( including the herd ) and the share-milker supplies only th e 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, 27!% 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 h alf the proceeds from the 

sale of by-products. 

( c ) 'Half sh are-milking', where the farm o\mer s upplies the land and 

fixed capital and the share-milker supplies the herd in addition to all 

the farm labour. He generally receives half the d airy cheque and half 

the proceeds from the sale of by-products. This division may be> and 

often is, varied as there is no Statutory Regulation for this type of 

agreement. See Appendix II for the regulations covering the proportionat e  

receipts a n d  payments of each o f  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 �oy. on the Taieri, where Mr. 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 beine used by 1ir. Chew Chong as early as 

1887 (I) - and from this it spread to the :'cinawatu. About the close of the 

1914-18 War the main centre C)f share-milking began to transfer to the \'laikato. 

At the same time ttalf share-milking, aided by the various Stock and Station 

Agencies, w.s.s established. Since then all three systems have found ever wider 

application, until today their importance in tbedairy industry can be gauged 

both from the number of farms on ·which share-milking is practised arrl 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 1945/46 was 56,225 (2) of which number probably fifteen thousand 

did not rely on the sale of dairy p roduce 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 i s  non-

resident, at three point seven percent. If non-resident owners are found in 

about half the cases (page A-.Q) then the proportion of all dairy farms on which 

share-milking is practised is in the region of seven percent. 

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

This figure 

Share-milking has in the past been subject 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 i mportance 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 
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information is confined t o  "Dairy Farming in the 'Naikato" - Stephens; an 

unpublished M. A. thesis; to "The New Zealand Dairy Industryn, Belshaw, an 

unpublished M.A. thesis; and to evidence placed before the Court of Arbitration, 

Wellington, in April 1946 by both the New Zealaod Farmers' Union and the New 

Zealand Work ers' Union. 

Hamilton (4) confines himself to a brief review of two systems of share-

milking, and to an estim ate of the possible percent age of farms w here these 

systems are practised. Doig (3) refers to some o f  the more socialogical aspects 

of t his form o f  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 f arms on which share milkers are employed and on 

which the farm owner non-resident, whil e Phillpot (1) mentions the earliest 
I 

recorded use of share-milking in New Zealand. Stephens (6) comments on the 

fact that there are two major types of share contract, b oth 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 t he 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. Worke rs' Union in their evidence 

before the Court of Arbitration in Wellington (14) attempted to determine the 

incomes accruing to sharemilkers. These two organis ations w ere the first to 

approach the subject of share- milkers with any degree of analytical method. The 

former organisation relied upon the result s of a survey of a number of farms in 

the Waikato to illustrate the good economic position of share-milkers relat ive 

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. 

- 3 -



Scope. 

S E C T I 0 N II 

SCOPE AND METHOD 

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

It may be b roadly classified into three sections:-

(a) a study of the size of, the production on and the capital investmmt 

in a sample of farm> locate d  in the Wai kato area and on which share-milkers 

w ere employed during 1945/46. 

(b) a study of some of the factors w hich influenced the economic reward 

accruing to the farm owner am the share m ilker for capital invested, 

management exercised and labour performed on these same farms. 

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

same fanns. 

Except for data relating to the standard of housing (see p.9.) and to the 

length of t enure (see p.5'5) 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 fa ct it was in several instances a condition that was 

demanied befo re information would be supplied. Employer-employee �alyses 

have therefore been avoided. 

Method. 

The investigation was carried out in three definite stages. The f irst 

was preparatory, the s econd the collection of t he data and the third the 

analysis of the d ata. Each of th ese requires some explanation as each i s  

subject to c ertain limitations affecting the final res ults. 

(a) Preparatory. 

The schedules of information sought (see a ppended c opy in Appendix I) 

were drawn up early in 1946 and were based upon those used by Fawcett (5) an d  

Doig (3) and incorporated the provisions o f  the Share-milking Agreement Order 1937 

and its amendments. The schedules of i nformation required, the refore, refer 

only to the farm owner's share of the farm receipts and expenses and to the 
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share-milker� receipts and expenses respectively. Both schedules were so 

designed that they would cover variations in receipts and expenses due both 

to the typeaf 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 dra¥m 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 1�y vacation of 1946 a trial investigation, aimed at testing the 

coverage of the schedule, the availability of the d ata and the technique of 

collection, was carried out in the Manawatu district. In 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• being some d ifficulty in obtaining sufficient butter supplying farms 

and sufficient half-share-milking farms. 

In deciding upon the number of farms (i.e. the number of fann 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 (?). The number finally decided on was 125 ovmers and 125 share-milkers 

as a minimum and more to be done if possi ble. 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.7..) 

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 Owner Share-Milker 

Contract 1/4 1/3 1/2 1/4 1/3 1/2 

!::/ 
Butter 20 20 20 20 20 20 0.. 0.. ;j Cl) 
Cheese 20 20 20 20 20 20 

I 

In order th at 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 a nd addresses, as well as 

the approximate locality and type of supply of their farms, of approximately 

170 employers of s hare-milkers were obtained. The disadvantages of such a 

method of approach are mainly that in many cases t he share-milkers have left the 

farm in question. Furthermore it was not possible, except in a few cases, to 

know in advance th e type of agreement in o peration on the farm. The advantages 

are those of speed and representativeness as the fanns supplied by the companies 

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

( b ) Collection of the Data. 

The information c ontained in this analysis was collected by t he "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 c apable of 

being surveyed in the time available tends to reduce any irregularities of the 

indi vidual figures. In each case the farm owner and the share-milker was visited 

personally and d ata 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 infonnation 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 s hown on map No.l. 

county is as follows:-

Franklin 
Waikato 
Waipa 
Otorohanga 

14 
20 
20 
3 

- 6 -

The number of farms visited in each 

Raglan 
Piako 
Matamata 

1 
44 
24 

Total • • • •  126 



The above table does not mean that 126 farm owners and 126 share-mil kers 

from 126 farms supplied data. Owing to the shifting of some s hare-milkers, the 

inaccessibility of some owners and the l ack 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 VTas it possibl e to interview 

both the farm ovmer 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 t he comparisons are not made between 

owner and share-milker but be tween different groups of owners or be tween different 

groups of share-milkers. The only effect it has is th rough a reduction in the 

possibility of check ing t he figures for production, cow numbers, acreages etc. 

It has been mentioned previou sly th at 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 t herefore 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 a ddition, details of four quarter-

share farms were collected and these serve as a useful c omparison 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 p roduction figures for the d airy season 

June to f.�y 1945/4£; the income and expenses figures for the taxation year 

April to March 1945/46; the investment figures and the herd size f igures were 

collected for the position as at mid-January 1946. 

April 1945 March 1946 
I---------------------------------------I 

June 1945 May 1946 
1.--------------------------------I 

Income and expenses year 

Production year (dairy season) 

These figures have been collected for two different periods because nei ther 

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

the taxation year. As a result of this , the butterfat pr oduction 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 s ets 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 smaller than those that would 

have resulted had the information been collected for the preceeding twelve�onthly 

periods. 

The system adopted for the actual survey was t o  divide the farms roughly 

into locality groups and make each visit from same 11base11 centrally situated 

in the area. The advantage of ruch 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 a dopted. 

(c) Ana!ysis of Data. 

!"or the purpose of analysis all farms have been taken as single units. 

vfuere the figures supplied 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. where certain information on a schedule was 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 d�ducting 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 1the 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 ienored. 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 t�ne 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 incomes of the d ifferent 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 combination 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 c onnected 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. 
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P A lt 'I' II 

S E C T I 0 N III 

GENERAL NATURE OF FARMS ON WHICH SHARE-MILKING CARRIED OUT 

SIZE OJ:i' .l:"AHMS 

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 

�ains , hedges and shelter belts. Doig (3 ) calculated the effective area of the 

farms he surveyed as approximately 81% 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�ilking 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 

1/4 share 756 4 

1/3 share 8, 961 59 

1/2 share 7,478 62 7� 

All farms 17, 195 125 

* Omits one farm where data on area not reliable. 

Av. effective 

189.0  

151. 9  

120 .6 

137. 6  

area 

X 

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 

from the formula • • s = J Sx
2 

1 
58.8 ! .5: .4 and 41.2 = .)•7 respectively. 

n - , are -
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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 

s 100 
farms than it is for 1/2 share farms. As shown by the formula s/X = y , 
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 .Z. show the frequency distribution of the various sizes of 

farms in class intervals of 4.0 - 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 �verage 

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/J 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 m eans 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 cons iderable 

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. 

is made. 

Significance is at the one percent level when the following analysis 

d 
(see App. V for example) 

: 151.9 - I20.6 j 2006�� + I04000 8 +hl j I 
5'9 

: 3•4 E.S. 

I 
+� 

(The I/'; level of"t11 for n =121 ia-2·(,.2.') 
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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 beenmultiplied by 1.055 (16). The results 

shown, therefore, refer not to the cows in milk at any one period but to complete 

lactation equivalents. 

The collection of information twelve arrl thirteen months after the time to 

which it applie�involves the risk of error in that infor.mation. 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 

1/4 share 464.2 

l/3 share 5,719.9 

l/2 share 5,164.0 

All farms 11,348.1 

No. of Herds Av. Effective 
Herd Size 

4 116.1 

59 96.9 

63 82.0 

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 1t1 test 

applied to the means of tbe 1/3 share and the 1/2 share farm groups indicated that 

the two means were significantly different. 

J5o�i9lf: ��553 .38 

= 4.6 H .s. 

(The I�� level of 't' for n = 12.1 is 2..·62G ) 
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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 ! 2,.7 and 25.2-:- .z.� 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/x = 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 • 3 .. 
and .4 .. show the frequency distributions of the various herd sizes in 20 cow class 

intervals, the actual limits of �ich 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 modal ! erd in the 1 all farm' group. 

- 13 -
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A VE!\AG.t!; BU'l'Tl!.:J:{fAT PJ:{ODUGTION PEH AG.tlli 

A 1 t 1  test shows that the avera3e butterfat production per acre of  effective 

dairying land, Table 5, is non-significantly different 

t = I 3 4 • ? - I � 5. 4 __ 

in each of the two main groups . 

j 79 , 5.46 . I 9-=-�1J.Z1.2:. � 9  
5I + 4 1-

= 1 . 2 1: • .3 . ( Th e  5�." leve l of ' t '  i s  1 - q�4- ) 
J:<'rom this analysi s  has been omitted the four 1/2 share farms and two 1/3 share 

farms on which no replacement s were reared . The inclusion of the se data would 

tend to bring the mean s  even closer t ogether . 

Table .,2. Average Effective Butterfat Pro duction per Acre . 

Gontract Total B . F . No . o f  Acres Av . B .J:<' . per acre n 

1/4 share 98 , D 4  746 D l.5 4 

1/3 11 1 , 093 , 63 5 8 , 109 D4 . 9 53 

1/2 11 671 , 062 5,352 125.4 45 

All farms 1 , 862, 831 lh. , 217 D l . 2  102 

The standard deviations about the m eans of the 1/3 share and 1/2 s hare groups , 

39 .3 + 3.•.8and 3 8 .3 :t ,4;.] respectivelJ', j nrlicat e a wide range o f  variation . 

The coefficients  of var; ation of th e two groups , however , show that in proportion 

to the size of their means 1/J share farms vary to a lesser degree th an do half 

share farms in producU on per acre . 

s/X = 29 . Dft> and 30 . 53% ( 1/J and 1/2 sh ares respe ctively )  

Graphs S. 6. show this difference in the variations but also illustrates t hat if it 

was not for the case of the one very low producing half share farm, this difference 

would be cons iderably less . Graphs ?.£. are drawn in class intervals , the actual 

limits of w hich are 39 . 95 to 59 . 94 , '9 . 95 to 79 . 9L� e tc . , so t hat a comparison of 

the t hree may be more readily made . IJ.raph 5.0. . is drawn with similarly sized 

class intervals but vd.th a different lower c lass limit . It will be observed that 

when this practice i s  adopted the graph takes on a much more 1 nor.mal 1 appearance . 

The cause of  this is the concentration of  far.ms in the 150 to 159 lbs .  of B .l'· . 

group . This makes the data very sensitive to any change in the lower c lass limit . 

These graphs further illustrat e 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 c lass for that group . In the ' all farm ' group 

- 14 -



the lower average production per fa.rm is the result of one very low producing 

1/3 share farm, an explanation that is applic::thle to the 1/2 s h ar e  group a lso . 

Hamilton (4) us ing figures compiled by t h e  Government Statistician (2 )  

conclud es that ' the increased effici ency of labour in the larger herds is ass o c-

iated with higher average production per cow and increased carrying capacity 

refle cted in higher per acre pr oduction ' .  The deviation of the result s o f  the 

present s urvey from thes e conclusions is pos s ibly 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 s liehtly lower carrying capacity ( Table 4 ) than the half-

share farm group , any higher average production per cow ( Tab le 6 )  is not signif-

icantly r eflected in higher per acre produc ti on . The lower c arrying capacity 

apparently nullifies t he higher product ion per cow . An alternative explanation 

is that as the 1/2 share group and th e 1/3 share group are each comparatively 

small , the variation within each group is suff icient to reduce any between group 

variation to a level of non-s ignific ance . 

AVE.ttf.GE BU'l1'.liliFAT PHODUCTION PER CCNi. 

The average effective pro duction per c ow for the d ifferent contract groups 

has been d et ermined by dividing the s eason ' s factory supply by t he effective number 

of cows . The resu lt o f  this analysis as indicated by Tab le 6 ,  i s  t o  show that 

the av�rage production per cow on 1/3 share farms is c on siderably higher than the 

average production per cow on 1/2 share fann s . A 1 t '  test of the me ans of th e 

two gro ups ind i cates that these two means are significantly different . 

is at the 1% level .  
t = .Q2!l --ill-.· __ e __ _ 

J 8 72 7 4 . I + 50440 • 2 9 I I 53 + 48 ! 54 
- 2 . 8  E . S . 

I 
+ 49 

Significance 

( The  I;; l e v e l of ' t ' f or n • 10 7 is2 · 62 6 ) 

Table 6 .  Average Effective Butterfat Product ion per Cow . 

Gontract Total B . l" . No . of Cows Av . B . F . per 

1/4 share 98, 134 4£4.2 211.4 

1/3 share 1, 115 ,075 5 ,3 51. 7 215 . 1 

1/2 share 771, 823 3 ,961 .2 194 . 8 

All farms 2 ,021,032 9 ,777 . 1 2riJ . 7 
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The disparity between the number of items in this table and the number in 

Table 5 is due t o  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 s hare groups are 

3o. s t. � .. 9 and 42 . 6±".4 , �. respe ctive ly .  The coefficient s of variation indicate 

t hat relative t o  the size of the m eans ,  there is considerably more variation in 

per cow product ion within the 1/2 share group t han within t he 1/3 share group. 

1/3 share group s/X • 14.27% 

1/2 1 1  11  s/x = 21.87% 

Graphs 7t>:..8 • • whic h are drawn in 20 lb . class int ervals , the actual upper and lower 

limit s  of which are 99 . 95 and 119 . 94 ,  119 . 95 and 139.94 et c . , show the concentra­

tion of the 1/3 share group about it s me an and also d emonstrat e  that even the 

removal of the one low producing herd from the half share group would not c ause 

this group to be as conc entrat ed as th e 1/3 sh are group . 

Hamilton ( 4) gives as a possible explanation of the higher per cow production 

of the larger herds , the view th at it 'may be due , in part , to t he fact that t h e  

larger herds t end t o  b e  conc entrated in th e be tter dairying areas , while many 

small herds are in non dairying areas ' . The diffi culty in applying such an 

explanation to the differences found between the 1/3 and 1/2 share farm groups 

lies in that b oth the samples in this survey were drawn from the same area • 

.t"urthermore it is a c ommonly held view that if a farm is not very highly developed 

it is likely to be h e ld on 1/3 share rather than on 1/2 share . Admittedly, 

such � �eneralizati6n would be diffi cult to justify by obj e ctive measurement 

bu� if carrying capacity is accepted as a measure of the state of development , 

Table 4 would b ear out t his statement . Two explanations o f  the problem do , 

however , appear as likely alternatives . The fir st is that the number o f  cows 

actually carried per acre is not a true measure of t h e  optimum carrying capacity 

of the farms . If t his was s o  the implication would be that , as the 1/2 share 

farms were more heavily stocked per 100 acres t han the 1/3 s hare farms there was 

e ith er over sto cking on the 1/2 share farms or under stocking on the 1/3 share 

farms . Either situation �uld h ave been advantageous to the 1/3 share herds 

becaus e these herds would have been more adequately fed than t he herds on the 

more h eavily stocked on the 1/2 share far.m s .  The other explanation i s  that the 

higher production per cow is the result of extra management exercised on the farm 

where t h e  herd is owned by th e farm o;�er . Of the two alternatives it i s  

suggested that t he fonner i s  the more likely, though sight should not be lost of 

the fact t hat th e two farm groups are separated not only by the size o f  the herds , 

- 16 -
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but also by the type of c ontract . It is possible therefore, that the lower 

production per cow on the half-share farms is th� immediate result of the higher 

rate of stocking on these farms . 'l'he 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 t he 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 OF 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 e ither from the 1st June to the 3 1st May or the 1st 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 fieures are those shown on the farm owner ' s or the share-

milker ' s dairy s tatement . 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 . F . per farm, lbs . 

Contract Total B . F . n B .F . per farm 

1/4 share 98, 134 4 24, 534 

1/3 share 1, 151,075 55 20 , 929 

1/2 share 771, 823 49 15 ,752 

All farms 2 , 021,032 108 -l� 18 ,713 

* This Table includes the s ix items where no young stock were reared on the 

property . 

A 1 t 1 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. 

• 4 . 1 8  H • ..J .  
( The 1 1., lev e l  of ' t ' f o r n • 1 04- i s  2. · G2G ) 
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The coefficients of variation of the 1/3 and 1/2 share group indicate that there 

is , re lative to the size of the means , more variation in total production in the 

1/2 share group than in the 1/3 share group . 

1/3 share group s = 6630 :!:. .6...i 5 , s/x = 31.2  9% 

1/2 share group s = 6070 � 6f3. , s/X • 38 . 53% 

The extent of this variation is illustrated graphically by graphs 9."' .� . 9b They 

show that while there may be more relative variation vdthin the half-share group 

this group is relatively free of skewne s s ,  but t hat the 1/3 share group has b een 

skewed to some s light e xtent . Th e ' all farm ' group is s omewhat skew also . 

'rhe 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 �.Q . illustrates that while the bulk o f  

the herds produce between 10, 000 and 30,000 lbs . 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 acut e ,  however, when the herd 

production is l arge , 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 t he lower limits of the e conomic 

share-milking farm . 

CAP I'l'A L IN VE.STI·.�N'l' 

Method of Determination . 

The t erm ' Capital Investment ' , as us ed in this study, has not t he 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 pur chase . It i s  an approximation of the amount o f  money that , 

up t.o th e time of the survey, would have b een available for alternative investment 

had it not been put into the farm. Capital Dlvestment was chos en in preference 

to ' present capital value ' because the determination of the latter is in itself 

a question beggin� process . The present capital value is that value which will 

give , at the ruling rate of int erest , a return just equal to th e ' surplus • from 

which it was detennined .  
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To the pur chase price of t h e  property was added the c o st of extended 

buildings ( other than the farm owner's house and ::;arage ) ,  fences , she lt er belt s ,  

drainage , water supply, plant and implement s ,  roadine and bridging, vehicle s  

( other than cars ) , sto ck ,  pR sture laid down f or t h e  fir st time, and the initial 

cost of clearinG land . The co st of pnrsonal labour was calculated as accurately 

as poss i ble and if' cluded where applicable . Improvements to the capital value 

of t he pasture have been ienored throughout as t he det ermination of a igure 

representative of this it em, requires a much more intimat e knowledge of the farm 

than it is pos sible t o  gain in a brief visit . Similarly, improvements made to 

existing capital assets have been omi tted . They have been classified as mainten-

a.nce of existine capital . In all cas es  ( except with sto ck ) the figures gathered 

were the actual c ost at t h e  �:L •. e the i.wprovement was made , and hence do not 

represent t h e  r:re scnt day replac Ement, cos t . In the c a se of s tock investment 

the actu al cost basis had to be ab andoned b ecause of t he difficulty in calculatine 

cost s of herd eypansion . The fiGures us e in t his case are the replacement cost 

values . They ar e .r12 f'o r rnilkin [: c ows , J'9 for ye arling heifers , £4 for calves 

£25 for horses and f'-4 for sows . No account has been t aken of depreciation of  

the capital assets a s  it was cont ended , t hat or the purpos e of this analysis any 

depreciation would h ave been balanced bJ' the theoretical 1 depreciation fund 1 • 

The assumption underlying this approach was t hat the depreciation fund was interest 

b earing at the same Fd.te as t h e  invested capit al . The equity capital was there-

fore calculated as bei ng the capi t al investment minus the capital indebtedness . 

The omi ssion o f  an:/ cons irl era.tion of the amount of depreciation asswnes that t h e  

depreciation fund has not b een added t o  the original capital investment by 

re-investment in the farm. Depreciation money ha s however , in the majority of 

farms in New L eala.nd, been put back immediately into t he farm e ither in the form 

o f  add itional ass ets or mortgage repayment . If either of these practi ces has been 

adopt ed on the  farms surveyed , and they mos t likely have b een , the c apital 

investment f igures w ill be shown in the analysis as somewhat larger than they 

should be . As,  however , 

( a )  the sto ck have been put in at a s tandard replacement value, 

(b)  the plant and implements have not b een counted cwnulati vely, 
( c )  the only other depreciating item i s  building s  which have tended t o  

depreciate little in money, 

there will not be much disparity due to d epreciation being omitted . 
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It is sugeested that a capital figure determined from an historical record 

of investment somewhat understates the present day Waikato value of t he farm 

and etc . by about .no to .n5 per cow . The advantages of the system adopt ed , 

however, are that it relates the capital invested to the dat e  of purchase ( s ee 

later ) and it avoids use of methods that are even more arbitrary . The alter-

natives might be to -

( a )  us e ' present day values ' whi ch , as ha s been noted previously, would be 

an att empt 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 regre ssion coeffici ent on 

to the present day payout . 

( c )  Give an art ifi cial capitalisation per cow from the more up-to-date 

investments . 

( a )  Capital Investment in Helation 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 t h e  share-milker , 

for various reason� doing so . In these cases an estimate h as been made of the 

share-milker ' s c apital investment s o  that these farms may be in cluded in the 

capital investment and the capital indebtedness sections . No estimation of 

1/2 sharanilker ' s capital investment has been made . In the case of the 1/3 share-

milkers it was found ( see App .V ) , that the mean and the modal investment were £0.4 

per c ow where the supply was to a butter factory .  1/here the supply was to a 

cheese fac tory the sharemilker ' s modal investment was 10 . 0 and an average of £0 .32 

per c ow .  In no case did a 1/3 sharemilker have either a bus ine ss overdraft o r  

a mortgage . For five butter s upplying farms and five cheese supplying farms , 

therefore , the sharemilker ' s c apital inv estment was estimated and included in the 

analysis . The rates of interpolation were £0.4 and £0. 2 per c ow for butter and 

cheese supplying farms respective ly . It i s  probable that these figures are a 

little on the high side ,  but t his will allow for any deviation from the modal 

figur e s . 

Included in the capit al investment and the capital indebtedness sections are 

five farms , where no young stock were reared for r eplac ements that s eason . In 
would 

order t hat t he greater nwnber of cows in milk on these farms �e not unduly lower 

the capital investment per cow figur e ,  an estimate was made of the number of 
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cows that would h ave been in milk had young stock been reared on the farms . It 

is t his reduced number of milking stock that was used as t he basis fo r c alculating 

investment per c ow in the land and dead stock . For the deter.mination of invest-

ment per cow in the live stock ,  the actual number of cows in milk was u sed . 

Failure to do thi s  would have resulted in the investment per cow in the live sto ck 

being over-estimated by about a quarter . In all cases th e term ' capital 

investment per cow' refers to capital investment per effective number of cows in 

milk . 

Table 8 class ifies the average capital investment per cow by type of contract and 

supply when the owner and the sharemilker bo th provided information relating to 

the same farm . Table 9 demonstrates the average capital investment per cow o f  

all the farm owners and t he average investment pe r  cow o f  a ll the sharemilkers 

when they are classified by type of contract only .  

Table 8 . Average Capital Investme nt per Cow (.f') on Farms where both parties 

supplied data . 

Contract Butte1 n Cheese 
£ £ 

1/4 share 57 . 9 3 86 .3 

1/3 share�- 78. 8 26 90 .8 

1/2 s hare 85 .7 19 92 .4 
All 

contract s 80. 1 h8 91 .0  

n 

1 

20 

6 

27 

- - '"' -
D .l!. . 

£ -
79 .0 

93 .6 

85 .4 

n All supplies 
n 

cL - 65 .0 

9 83 . 1 

7 88 . 8 

16 84.3 

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

Contract Owners n Sharemilkers n 

£ � 
cL 

1/4 share 64.7 4 0.2 4 

1/3 share 82 .6 55  0.46 56-Y� 

1/2 s hare 71.0 h9 16 .7 43 

n 

4 

5 5  

32 

91 

i< Includes ten farms where the sharemiJJ<er 1 s investment has been estimated 

( see above ) • 

The above t ables indicate that both th e type of supply and the type of contract 

affect the investment per cow . Tab le 9 illustrates the division of capital 

between the farm owner and the shar�ilker under t he three types of contract . 

The most important p art of this table is the division under the system of half-

share milking . In the case o f  the 1/4 and 1/3 s haremilkers the small investment 

is a ccounted for almost \molly by the ownership of half the pigs . 'I'he capit al 

investme nt 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 . 'l'he reduc ed 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 t he latter c lass and the 

lack of sto ck investment by t he former . 

iVhen the dat a summarised in Table 8 was s ubj ected t o  investigation by the 

Analysis of Variance method ( 7 )  the differences between the means of the sub-classes 

were seen to be less s ignificant than th e table would indicat e . ( See App .V for 

working dat a) . As there was no dataavailable for the 1/4 share D . M . sub-class,  

the method of analysis adopt ed was that of  sub-c lassing in the following way . 

( a )  All contracts for c heese and butter supplies . 

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

By the former of the two methods the result s obtained indicate that there i s  

a definite variation in investme nt per cow as between cheese and butter supplying 

farms . The cheese farms have a significantly higher investment per c ow than the 

butt er farms . Signifi cance is at the one percent level . The variation in 

investment per c ow 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 

butt er and cheese factorie s . 

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

Sub-classes 5 808 . 8 

Between contracts 2 311 . 1  15 5 . 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 - 7 2.27 

* Significant at the 20� level and probably at the 10� level . 

When the lat ter of the two method s was used the indication is that , as between 

all supplie s ,  there i s  no significant difference . The difference between 1/2 and 

1/3 share farms as regards contract differences i s ,  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 . 
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Table 11 .  Analysis of Variance . Capital Investment per Cow on 1/2 and 1/3 share 

farms suepl,ying Butter, Cheese and !Jried ! filk factorie s .  

Source of Variation d . f . s . s . �.: . s . F . Sign 

Sub-classes 5 219 . 6 

Between contrac t s  1 23 . 9 88 . 9 3 .30 N . s .�� 

Between supply 2 87 . 9 43 . 9 1 .63 N . ::> . 

In teraction 2 1;.2 . 8 21.4 - N .S . 

Error ,.,Q I / 
- 26 . 9 

-

-l� Non significant. at Lhe 5� level but s ignificant at the 20% level and probably 

so at t h e  10% level . 

':,Jhen the data is  further analysed under tr.e sub-divisions o f ,  

( a )  All cont.r�ets 

(b ) All supplies , 

irrespective of U e other "actor , t.he result s  i..r1dicat e  t hat t here is a significant 

difference 1) etv1een contrC!cts and <• s ignj fi cant diff erenc e between supplies for 

investments per cow . 

Table J2 . Analysis of Varian c e . Caeital Investm ent per Cow . 

( ClassHication by tyre of supply ) . 

Sources of Variation d .f . s . s . H . S .  

Total 88'>� 27 , 647 . 8 

Betwe en Group 2 2 , 009 .3 1, 004 . 6 

:lithin Group 86 25 , 63 8. 5 298 . 1 

.Table 13 .  Analysis of V a.riance . Capital Investment per Cow . 

(Classification by type o f  contract ) . 

Sources of Variation d . f . s . s .  �.f . s .  

Total gg.;: 27, 647 . 8 

Between Groups 2 2 , 180 . 7 1090 .3 

Within Groups 86 25 , 467 . 1 296 . 1 

F .  Sign 

3 .4 s 

F . Sign 

3 .7 s 

-l< As in two cases , th e data  refers to two farms , N i s  reduced from 91 to 89 and the 

degree of freedom to 88 . 
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From th e above analyses it i s  con cluded that t h ere is a general difference in 

t he extent of investment per cow as between farms differing in t h e  type o f  contract . 

Also between farms di ffering in the nature of s upply . When the farms are sub-

classified into different contract s and supply groups , however, these differences 

may b e  lost . There is , though, a significant d ifference between 1/2 and 1/3 

share farm� no matter what the supply , ( at th e 20% and probably the 10% levels ) , 

and between cheese and butter farms , no matter what t h e  c ontract , in the extent 

o f investment per cow . 

The difference between t he c ontract groups is attributed to differences in 

area and h erd s ize of t hese groups ( See p ) • .3 • •  ) . The smaller farms , whic h  are 

the 1/2 share farms , spread a s imilar c apital investment over a smaller number 

of c ows , The differences between cheese and butt er farms are attributed t o  the 

greater investment in transport and s hed equipnent on the cheese farms . This 

higher rate of investment is not c ancelled out by a lower investment in piggeries 

in the ':iaikato area, as many cheese supplyin.g farms are as well equipped as butter 

farms with piggerie s .  The dried milk supplying farms appear to h ave a lower 

average inv estment per cow than t he cheese farms . This would ind icate that the 

higher shed investment in the former is more t han c ancelled by a lack of invest­

ment in pigs or piggeries ( if t h ey have been s upplying dried milk under c ontract 

for some length of time , as was the cas e  vrith the ma jority of farms s urveyed . )  

This d i fference b etween chee se and dried milk farms , however , appears to be non­

signifi cant . 

( b )  Capital Investment in Relation to Date of th e Farm . Pu r chas e  • 

From graph .�Z . it will be seen t hat both the half and the third share farm 

groups were purchased over a similar p eriod of time . In both groups approx-

imate ly twice a s  many farms were purc hased after 1928 as prior to t hat dat e .  

1928 i s  th e median year o f  the graph wh en the omitt ed purchase i s  included . Any 
differenc es between t he two groups in t he amount of c apital investment i s ,  therefore , 

not due to �n uneven number of farms b eing purchased at a low pri ce period . 

I f ,  however , the farms for which both the farm owner and the sharemilker 

have supplied data, are grouped acc ording to the year of their purchase and t he 

average investment per cow for each o f  these year c lasses i s  plotted against t h e  

year o f  purchas e , the resulting curve wi ll resemble , i n  outline ,  the N . z . trade 

cycle curve . In graph )..� .  the avera�e investment per cow up to the time o f  t he 
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survey has been plotted against the year in which the farms were bought . Plotted 

against year in the same graph are that year ' s transfers of land ,  in OOOs ,  ( 2 )  

and average butterfat payout in pence per lb . B • .l:'· . (4) . It should be noted, 

however, that while there is a eeneral relationship between transfers of land, 

average butterfat payout , and capit al 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 an p·noranda of transfer )  and the capital 

investment figures,  on the other hand, refer t o  the end of t he official statistical 

year ( 2 )  which comes some s i x  months later . There is therefore a 1 t�ne lag 1 

between t he former and the latter sets of data, and it is the latter set mic h  

' lags 1 • This t L�e lag of s ix  months  is demonstrated in the following example . 

1st June 3 1st 1Cay 
I----------------------I B . F .  payout 

1st Jan . 3 1st Dec . ( Transfers of land 
I ( Capital investment 

1918 1919 
1919 1919 

'rhe data compounded in graph l-1::. . was analysed t o  determine the significance ,  

if any, o f  the correlation between the curves .  The m ethod adopted was that of 

tabulating the data in sets of two , regarding each as a time serie s ,  and analysing 

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

data. ) . 

Sxy 
r = Jsx2 x sy2 (7 )  

where Sxy � SXY 
�sxHsY2 

n 

Sx2 
= sx2 ( SX ) 2 

n 

s? SY
2 ( SY) 2 

= n 

The result s 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 s ix months earlier ( see sample above ) . 

r : .;;;S.;;.;x;;.o�y __ _ jsx2 x sy2 
= I8I . I 

24(..' • 9 
= • 7 56 : . 07 9  E • .3 . 

( The I p  l e ve l f o r  thi s va lue of n i s . 4 56 )  
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furthermore , the average investment pe r  c ow ,  up t o  the t ime o f  t he survey, was 

found to be significantly corre lated vri.th the average B . f .  payout for the year 

in which the farm was purc ha s ed .  The time lag in the analysis was again six 

or seven month s .  

833 . 2 
r =1708 . 5 

= .488 .!. ' � �,9 whic h is s ignificant at the one percent level . 

( the 1� level for this value o f  n i s  : �.�� . ) 
It is suggested that t he course of events is as follows . Fluctuations in 

the payout f or B . F . mat erially a f' "ect the demand for land , a nd hence t he r at e  of 

land trans fe r .  the variations in th e demand for land , in turn , affect t h e  level 

of investment per cow . �oreover fluctuations in the purchase of farms have a 

greater effect upon t he l evel of capital investment today than do the minor 

variations in the rat e o f  capit al accumt.lation sinc e th e dat e of purchase . In 

order t hat fluctuations due to t h e  r e lat ively small dz e of the sample , could be 

eliminated from the analys i s , th e graphs and calculations were repeated after 

the data had been reduced to five year end-point movin� average s . 

Grc:�ph 1.3 . •  pres ents th e same pic Lur e as graph J.� . except t hat the curves 

have been plotted from enCl.-point moving avera,::es and the average payout curve 

has oeen plotted on the half J'(ar . Th< t, i s ,  the a veraee payout curve has b een 

moved back half a ye ar to hrinr; the corre spond ing months o f  e ach curve into line . 

'Nhen th e correlation coeffic ients of these moving average dat a were determined ,  

( App .V for wo rkin.:; data ) , the l evf'] ::>f' s · cnificance was increased in each cas e . 

'i/ith t he noving avera8E? o f the aver;lge R . l'· . payout and t rans fers of land ( six 

months tir.1e lag ) the coeffi cient of correlation , r ,  equalled . 858 � ·.:r.;; . 
(the lp level for this value of n_-4� 

The correlc.tion co e ffici ent l •etwecn t r  e moving e.vera.ge of the average B . f • 

payout and investr'!ent per r. ow is • 70C ::!:. , {;.9 when the time lag is six months . 

( the b', level for this value o f  n i s  • 496 ) 
'1'here is , despite Vw hi..jh valu<es of r ,  one suaUfication to b e  made about these 

analyses . The met hod useJ pr es11�po s e s  a t endency line and sx2 and Sy2 are each 

the square s  of the deviat ions r .• Oi 1 • hat t r:mdency line . The presupposit ion of a 

tendency li'1e , or mean line , jJnrlie s tbr:.t t h is analysis must b e  regarded as a 

long t erm one and no t a measure of the year t o  year movement . The averages are 

moving a.verages and the c orrelations are correlations of moving averages and not 
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correlations o f  the devi :=J.tions from th e movinG averages . 

In order t o  find tlw ext ent o f  any t ime lag between payout and either 

investm ent per c ov1 or tro nsfers 0f land , a thi rd pair of correlation co-effici ents 

was det ermined . B . F.  pa�·out "or ttH� peri od ended June in each year was carrel-

ated vJith both inves tment per c ow and with the transfe r s  of lan d ( 000 ' s ) for 

the p eriod s tart ins s ix mont hs later and endin2 ei.:;hteen nonths later . That 

is , t he correlations werP- mad e  wh 8n t he time lag was eighteen months . In both 

instanc es r h ad a hiJher value than previo us ly . In tabular form t he three 

pairs of correlation coeff ici ent s are a..c; follows : -

Correlation B .F . payout v.Jith t re.nsfers S . F .  payout with invest-
of l.s.nd ment per cow 

Unsmoothed data r • • ?56 :!: . pJ.� r = . 488 ± .  Q�P • 
( 6  months t ime lag) 

Smoothed data r = . 858 � i J2I r = .700 ± .  <..�9. 
( a )  6 months  t irne lag 
( b )  18 " 11 " I  r = • 93 4  "!: r P26 r = .715 :!: • � \12  • 

From this it is conclud ed t h at the a.mount o f  c apital investment in farms i s  

influenc ed , via th e d emand for land , by the average B . F . payout in the years 

immediately precee ding the years in w h ic h  the farms were purchased . The expected 

future e arnings of t h e  farms t end, apparent ly , to be regarded as s imilar to t h eir 

earnings in the immediat e past . 

CAPITAL IND�BTEDN �SS 

It has been stated previou s ly  t hat , for the purpo s e s  of this analysi s ,  capital 

investment in the farm includes all moneys conv erted into fixed as s ets . It is in 

fact the amount of c apital controlled by ei ther t h e  farm owner or the share-milker . 

Equity c apit al , as di stinct from t hi s  c ontrol c apit al , is the amount of the farm 

owner ' s or the share�ilker ' s investment minus that part held under mortgage ,  

overdraft or lien on sto ck and chattels . It is t h e  unencumb ered capital of the 

owner or the share�ilker . C apital indebtedne s s  i s  that part of the investment 

which h as been inv e s t ed by any person o t he r  t h an the farm owner or the share-

milker ( or by t he vendor in the cas e of a vendor mortgag e ) . The t erm ' percentage 

capital indebtedness ' refers to th e encumb ered c apital at a percent age of the 

c ont rolled c apit al , not at a perc entage of the equity capit al . The factors 
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affecting the absolute and the relat ive amount of capital indebtedness are t he 

type of contract and the peri od of ownership of the property, or the s tock and 

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

(a )  Farm owners . 

Table 14 .  Distribution of capita l  indebtedness between 1/4, 1/3 and 1/2 share 

farm owner sroups . 

Contract j Encumbered farms Unencumbered farms 
1 

1/4 share I 4 ;::;, 100% Nil • 0% 

1/3 I l 11 I 34 ;:;. 62% 21 = 38% , 
I 

1/2 11 25 ::; 56% 20 = 44% 
All contracts 59 - 59% 41 = 41% 

In Tab le 14 it will be seen t hat in all three c ontract groups there are 

considerably more farm owners with some c apital indebtedness than without ai\Y. 

This is probably due to th e fact that more farms have been purchased since 1928 

than before that dat e, ( see graph . ! t . ) and t h ere just has not been t ime to pay 

off the indebtedness . Graphs 1.4��dillustrate the repayment t endency by showing 

that , in each of the contract groups, there is a fairly uniform increase in the 

number of items within each class as th e percentage of controlled capital held 

under mortgage declines . In e;raph .J. 5 .  the a ctual average capital indebtedness 

( farm owner ) and the percentage capital indebtedness at the t �e of the s urvey 

has been plotted against the dat P. of  purchase of t he farm . The average B . f . 

payout has a lso been plotted against each year . All data are five year end-

point moving averages . In this graph t he general t rend of the actual and the 

percentage indebtedness curves is oppo sed to t he curve of average B . l" . payout . 

ilhen the  t :ime lag between pa�rout and date of purchas e was six months , the 

actual indebtedness at t he time o f  the s u rvey was f ound to b e  non-significantly 

correlated with the payout . 

r = - . JOT �: t.b.2 ( th e 5P level for n = 25 is .388 )  
The percentage indebtedness of the far'l v V!' :,.� 1 !'1 c::tpit al was ,  however , significantly 

negatively c orrelated with the payout when the t ime lag between payout and d ate 

of purchase was again six months . Signi:icance is at the 1% level .  

r - - . 565 :!, ].-:lS' ( th e  1% level for n = 25 is  .496 ) 
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Similarly, the actual and the percentace capital indebtedness at the time of the 

survey were found to be signifi cantly necatively correlat ed with the B . F . payout 

when the time lag between payout and purchase was eighteen months . Significanc e 

was at the  1% l evel in each case . r equalled - • 57 4 -!:. • PJ3.3 and - • 7 44 ± ' J..Q7 
respectively . ( The 1% l evel for n = 21� is . 50 5 ) A furth er correlation analysis 

of the capit al indebt edness in 1946 ( farm owners ) with the number of years that 

the farm has been owned, indicated that the larger the period of ownership the 

lower the percentage of capjt al indebtedness in 1946 . 

1% l evel . 

Signifi c anc e was at the 

r • - . 744 � · Q9L ( the 1% level far n = 25 is . 496 ) 

There was no reason to suppose that a person buying a farm in the boom year s  

had any more equity capital with which t o  make the pur chas e t h an  a person buying 

in the slump year s .  I t  was expe c ted , therefore , t hat the person buying in boom 

times would h ave a greater absolute and greater percentage capita l  indebtednes s  

than a person buying in  th�  slump years : i . e . the level o f  c apital indebtednes s  

would be postively influenc ed by the B . F .  payout . Instead o f  this , it was 

negatively influenced in the present sample . The explanation of the opposing 

tendencies can b e  seen in graph ].) . where th e payout curve falls over the greater 

part of the  period under review . This downward trend of the payout curve 

oppos es the trend of the indebtedness curv e .  The latter curve rises as the 

peri od of ownersh ip decreases . Any tendency for the data to move in sympathy 

over the short run, and it  i s  s �gested that such a movement is  apparent in the 

graph , i s  th erefore nullified by t h e  long term tendency t o  move in opposition . 

(b ) Share�lkers . 

In no case did any 1/4 or 1/3 share nulker have any stock or chattels 

secur ed . The dat a  in this section, therefore, applies merely t o  the 1/2 share-

milkers . 
Table 15 . Level of Capital Indebtedness of 1/2 s hare�ilkers . 

Contract Encwnbered Unencumbered 

1/2 s hare 19 :. 45% 23 = 55% 
--- -

Graph { �F. , as well as illustrating the relatively laree number of 1/2 share�ilkers 

that are debt free , illustrates the importance of the 50% sto ck s e curity . There 

are only three of 42 share-mi lkers with more t han 40% - 60% capital indebtedness , 
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but t here are seven with 40% - 60% and nine with less than this . V'Jhere the 

1/2 sharemilker cannot find all his own capital, he can,  usually, borrow up t o  

50% of  the value of the live and dead stock quite readily from a bank, dairy 

company or vendor . This sum can be , and in most cases is , paid off fairly 

quickly.  

( c )  Farm Owner and Share-milker (where both provided data for the same farm ) 
Table 16 . Distribution of Capital Indehtedness between Farm Owner and Sharemilker . 

Distribution o f  Indebtedness Number Percentage 

Owner and S/M Debt Free 30 32% 
Owner free and S/M indebted * 6 7% 

Owner Indebted and S/H free 47 52% 
I 
I Owner and S/M indebted -)� 8 9% I 

Number of farms 91 " 100% 

-l< Will all be 1/2 share farm s .  

" Includes ten 1/J share-milker interpolations ( see p gq . )  

Graph . l 6. is a graph of the frequency distribution of the percentage capital 

indebtedness where the owner 1 s anrl t h t-· sbarernilker 1 s absolute indebtedness 

have together been calculated as a percentage of t he total c apital investment 

in the farm. It shows , a.s does Table 16 above , that on two-thirds of the farms 

there is some capital indebtedn ess . l'rom t his graph it will b e  obs erved that 

on most of the farms the percentage of total capital indebtedness is  below 50%, 

and in the majori ty of cases it i s  below J Q:; . The existence of a relatively 

large number of small mortgages , other than the 1/2 share-milker 1 s stock 

security, is attrib uted firstly to lone t erm t able mortgag es and secondly to 

present day t axation rates . This latter factor affect s  the debt structure of 

the farms ir1 such a way as to make ca.pital accumulation difficult in many cases . 

The rates of int erest c harged by t h e  d ifferent mortgagees varies quite considerably 

and depends upon t he purpos e of the investment and upon its length . In Table 17 , 

below, the conmon interest rates are shown . These, in practic� may vary s omewhat 

either waJ . 
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Table 17 . Interest Rates for Lon/. an d  Short Term Farm and Stock Investments . 

Hortgagee Usu al Interest Rate Nature of Investment 

Bank 
' 4�% - 5% Short and long term 

I 
I, ', t'o -I Private 5% Short & intermediate I ... 

' I 4-l/8% - 4�% I St ate Long term l 
I ! Dairy Coy . ) ' 5% - 77'6 Short term i I I St . e: St . Ar,ency ) I . I 
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S :2: C T I O N  IV 

IJ�BOUR UTILISATION OI'! SEJlY.F -� IlKINS FAlli:TS 

GENERAL 

Improvements in the techn:i rlu e and i nt E nsitJ of dairy farming have , in ew 

Z ea la nd ,  heen capitalized into h i [;l1 er l11 nd v::Jlues . The e feet of this action 

has been to increa�: e the dlffi culty wi th wh ich lAnd n:1ay be acquired under freehold 

tenure . Th i s , in turn , has result ed in the developnent of t h e  princi of 

share-milkin..; . Such a method o f  farming allows , on the one hand , ownersh ip to 

the landlord wi thout the work oL' . •  aint en an c e  and manageme nt . On the other h and 

it allows t h e  t enant the opportunH.y for C8 ital accumulation without t h e  n ecessity 

for property ovmersh ip . That this type o f  land t enure and method o f  labour 

utilisation ha s proved advantageous to oth landlord and t enant ( farm owner and 

shar�-milker ) is e videnced by t h e  nwnber of fam.s on vlhich share-milking operat es 

and by t he time it hc..s been opPrating . 

As an occupational group , share-milkers may be c las sified into two general 

cateeori e s . This classif ication is  made purely on thP. basis of current 

observations and pas t statEment s by writers s uch as Belshaw ( 9 ) ,  Stephens ( 6 ) ,  

and Doig (J ) . It is not stat istical in nature . In the first category are 

found t h o s e  sh are-milkers who regard their o ccupation merely as a m ethod of 

employment and who , fo r s a:J.e reason , do not aspire to land own ership . Just 

how important numeri cally is t his section of the community it is difficult t o  

ascertain , but it i s  sug[;ested that the pe rmanent share-milker t oday ranks 

higher in jmportanc e than he d id in t h e  early day s  of the industry . There i s  

some evidenc e , t hat in the . Jai kato at least , the r anks o f  this c lass o f  share­

milker were swelled during t he war and the imm ed i ate post-war period by familie s  

whose principal ob j e ct was t h e  acquiring of a hous e  in which t o  live . To what 

extent t hese t emporary s h aremilkers are staying in the industry i s  unknown . 

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

The second cat eeory comprises t ho s e  sharemilkers · who have farm ownership a s  their 

eventual aim . That t his aim has , in t h e  past , been r ealised to a considerable 

degree , is evidenced by t he number of establi shed farmers who at one t ime or 

another were sh aremilkers . That sharemilkine, as a path to ownership , is not 

as certain as it i s  popularly suppos ed to be , is evidenced by the writings of 

Doig (3 ) ,  Stephens ( 6 )  and Belshaw ( 9 ) . 
- .)2 -



It would appear t hat , L� the p ast , the practice adopt ed was for the share­

milker to e ngage in 1/3 share farming in order to b ui ld up e nough equity to 

purchase a herd and , if necessary, s ome implements . After this , by half-share-

mi lki ng , h e  could clear th e s to ck and implements , build up - s ome money asset s  and 

move on t o  farm ownersh ip . Inc lud ed in this e;roup are thos e m aremilkers who 

desire farm ownership and who , f or various reas ons , cannot immediat ely achieve 

this aim .  Apart from t he pre s ent temporary check du e to land shortage, t here 

is the seriou s  ch eck for 1nany caused by a difficulty of capital accumulation, 

accompani ed by an increased amount o f  capital ne c e s s ary. So long as improvements 

in management and te chnique are capit alized int o higher land vallles, rather than 

into added labour reward, there can b e  no easing of thi s difficulty of the 

provi sion of adequ at e ca pital . 

Share-milkers as a labour group have certain characteristics different iating 

themselves fran o ther t ype s  of agricultural labour . The main differences are : -

( a )  The v ery high pe r c entage of mrri ed share-milkers as compared with the 

high percentage of unmarri ed farm labour in general . ( Table 23 ) 

( b ) Associated with ( a )  ·is t he very high degree of family labour utilisation . 

( Table 21 ) . 

( c ) The fa ct t hat th ere i s  a tendency for sharemilkers to farm properties 

t hat are larger than owner-manager farms in relation t o  the labour 

available . 

This last factor has a t end ency t oward s : ­

( a ) A high out put per labour uni t .  

(b ) A h i gh t otal farm output but not necessarily a high output per a cre . 

i . e . exten sive farming . ( Section VI ) . 
( c ) Lowered maint enance standards . 

It is an almost universal opinion that t h e  s tandard of share-milker ' s main-

tenance rork i s  below t hat of th e o rdina.ry farmer . This is , as has been 

menti oned befor e ,  purely a qualitative comparison and very diffi cult t o  measure . 

Such a t e ndency, how ever , would , it is reasonable to expect , be acc entuate d  

by th e yearly tenancy s o  common in  sh aremi lking . It i s  a canmon observation 

t hat yearly t e nures of all kinrls are as so ciated w ith poorer maintenance and 

other result s  of the pred ominance of s ho rt t erm over long t erm interest s .  

c/f England, U . S . It .  In this res pect , 1)oth the owner and the sharemilker must 

acc ept responsibility f or any lowered .r.1aintena nc e  standards . 
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OUTPUT PER FUU-TD.ffi . �ALE L.O.BOUR E0 UIVALENT 

The output of B . F . pe r unit of ] hbour can b e an alys ed in two ways . Either 

as output p er full-time labour equivalent or as output per unit o f  milking-shed 

labour . The former method will t ake int o account the share-milker 1 s own labour ,  

the farm owner 1 s labour , if any, employees
' 

labour , both full and part time , and 

family labour , bo th full and part t im e , It will be the per unit o f  labour 

assoc iated •rith the fann maint enance . It is derived from d ata c olle ct ed from 

the owners and from the share-milkers where both provided infonnation for th e  

same farm . Th e latter m eth od vdl l  tak e int o ac count only t h e  labour that is  

und er the d irecti o n  of t he sharenilker during 1nilking, and, a s  such is c onfined 

to output per sharemilker plus family, plus employee s .  I t  doe s not take into 

account any casual or farm owner labou r ,  except in so far as t hese are used for 

milking . 

( a )  Output per full-time male labour e auivalent . 

The mean output per full-t ime labour equivalent on all the farms on Which 

both owner and shar�nilker provid ed information was 8, 900 lbs . B .F r With a 

standard d eviation of 2173 � 181 lbs . That is , in two thirds of t h e  tot al 

sample , the total output was found to fall within the range 8900 ± 2173 lbs .  

Table 18 . 1:ean output per full-ti;ne labour equivalent (lbs . B . f . )  

Supply Butter I Chee s e  Dried Milk 

1/2 share 9605 8426 9992 
..;.J 
(..) 

1/3 Cll s har e  8069 9558 8416 h ..;.J c 
1/4 10962 0 share 7297 I -

(.) 
-

An analys i s of variance applied to the means in Table 18 indicated that the 

variation within each eroup was s isnifi cantly ereater than the variation between 

any c ombination of t h e  eroups . The t ab le s  have not been included in this 

s ection but will be found in App .V . Too much �nportance should not be placed 

on the 1/4 share figures , 1.s t h ey repres en t on ly four item s . Within the 1/3 

and 1/2 share fann e;roup s , however , it wi ll be observed t hat t h ere is a fairly 

uniform differenc e  between the mean output per labour equivalent and the output 

on which a guarant eed pric e structure is built . It is suggested that, rather 

than this excess product ion being m erely a sourc e of profit , it i s  a requisit e  
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of solvency . This applies e specially on the smaller farms producing below 

12 , 000 lbs . B .  F .  The d iffj cnlt y  in applyine guaranteed pri ce standards to 

share-milkin3 farms , lies in that , on these farms , two persons , owner and S/M 

hav e  t o  share in each 6 , 000 lhs . B . r' . produced . ( see Section V ) . It is certain 

that i f  the production on share-mj_lki.ng farms was not higher than 6 ,000 lbs . 

per labour unit , the pa�nent to capit al and labour would be considerably below 

transfer earnings ( Section V) . 

(b ) Output per unit of shed labour .  

An analysis o f  variance appli ed t o  the 1/2 and 1/3 share means in Table 19 

indi cated t hat t here was no s ignifi cant difference b etween the contract groups 

but t hat th ere was s ienificanc e betwee n  the supply groups . Significance was at 
the 5% level .  

Table 19 . Liean output per unit o f  sh ed labour .(lbs . B .F . ) 
Supply Butter Che ese Dried 1lilk 

� 
1/2 (.) share (- ,452 C , JhO 8,323 eO 

l i  1/3 share 8,040 7 , 491 8, 976 

1/4 share 7 , 884 10, 998 - .. 

• 'i' // ,:. r 
Furthermore , th ere appe ar s  t o  be a. degr0e of: interaction between supply and contract . ·"-, 
The level of significance of t his int er-act ion , ho W3ver, is only at approxi..rnatel./: '."'[, ,.. 
the lO;t:. level.  (Tables not avail able ) . If there is int er-action between the � 

supply and contract s it is  sugge sted t hat the cause  is the low output per shed 
( 

unit · on the 1/2 share t'utter farms . If there is a difference between supply 

groups, exclusive of int er-act io n, L he ind ication is  that there is some degree of 

locality variation . The dried r.u.JJ-:: farms would be from the highest producing 

areas and the butter fanns , in t.he maiP , ·10uld be from the lowest producing areas . 

This impress ion was not .  t;<:1ined during the peri"d of d ata colle c tion, but a larger 

sample suh j ec tecl f- o  rnore d etil " le d  i1 !Vll�rc;is J:1P.•J provr• it to be c orrect . 

Tal) le 20. Anal.ysis of Ve1 rian ce . Output per _un.it of shed labour on 1/2 and 1/3 
sh e>re f'arms suppl,ying ::lutj_,.�t..J.._ _Giteese e..nd !Jr; ed milk factories . 

Sources of V ":r fan ce 1 --·1. � .-
·· : 

Sub-classes 5 

Between C ontract 1 

Between Suppl,;: 

Interaction 

Error 

2 

71� I 

·-·- � -· ·-·----· 

s L' . o .  

3 , 20:; , 690 

322, 900 
1, 971, ?10 
1, 511, 1! 50 

--
�· Si-.:_;nificant at t he 10% level only . 

- � 5 -

I.' . S .  F .  

]22 , 900 1.21 

985 , A05 .3 .69 
755 ,725  2 . 8.3 

266 , 681 

Sign 

N . S . 

s . 
* N . S . 
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Graphsi 7.,.I.8illustrttt e th e frec1uency d istribution of t he varying outputs per 

labour equivalent and per shed un::t. between th e contract group . It will be 

observed from these t hat th ere is generally a higher output per full-time labour 

equivalent than per shed w1i t .  Thf caus e o r  thi s is the classification of part-

· time family labour as  whole units o f  sh eJ labour, on t h e  one h and, and as 

fractions of full tim e l ab ou r  tJll d v;J l �·nt. s on the other h and . The di fference 

t�etween the t;wo t�"P"'S of output i s  r-1.'1 i1 dicbticn o f  t!1 t  labour structure on 
m e a sur e s  

sh ar e-mi lYi l0 " c:.rr:1s . I t �t 1e r "C:!ianc P  plac ed on pa.rt tim e family labour for t h e  

essent ial wo rk o f  r :i L�in,::, . ( St e  .Sectlc n V ) . Thi s part t ir:1e milkine labour may 

be paid labour or .i � ·1a�r no l. , hut. t h P  it<c o;ae neverthele ss accrues t o  members of 

the fa!'Jily • • 0. s , in U 1 e  ''rF<� ority o f  + 1:e cases , 1 his extra sh ed l abour wp.s supplied 

by t he sh are-milker ' s wi "e ( unraid labour ) , t b e  d if.!'eren c e  between t h es e  outp1t s  

r�present. s a real .::a.in to t'1P. family :inc om e . T;1e gain is oomewhat under-estimated , 

however , as this unpaid labour l1 as b e en i nc luded fractionally in th e output p er  

full time labou r equival ent .  

OT.!TFUT F;<.R L\BOUR UNIT IiJ HElATICN TO SIZ� O F  'J'OTAL OUTPUT 

I n  .::;e ner::1l , +),A outpu+, ;)Pr lah:>r' r nnj  r ,  r· � t h  fnll t ime and shed labour, 

irtereases a s  tbe farm j n crf•As�s i 11  si.Z E' . To illustrAt e this in graphs � � • • •  

an:1 2.Q • •  Ut P farns werf: c la ss i f ied n�r f> i z e  acc0rdi'12 t o t ot-'3.1 output . The 

c las s intFJrva ls are 5 ,000 to S, C:99 . /""' 0 , '?99 . 5 '...o 8, 999 . 1�- lbs . etc . and the outp1t 

per labour un:i t i s  t h e  avf�ra::;e for r .. 1.ch o f  t.hPse �lasses . Individual farm 

outputs are al&o plott er] wi thh1 "<' eh cla s s  i nt erval .  

A conparison o f  �rraph J.2 . . '-; · U ::,raph f� . .  r�·veals th at th e output p er 

full time l<>.bour e c� l i  valent increas r, s  vt=,ry r clpid ly het.wPF'n tbe total output 

ThE. output per s hed unit over a s lightly larger 

rar![;e , 5 COO , t o  20 , 999 . 4 lb s . , howevPr , increas e s  much nore slowly . Both 

outputs tend to r Em ain more cons tant as t.he  output increases above th es e  point s .  

The differenc e .in rat e of increase in ou tput in th e early s tage s ,  cC'..n be 

attribut ed t o the fact that up t o  a.n output of al>out 15 ,000 lbs . the milking 

tends to he done by a mard ed couple alone . If the total output i s  di vided 

by t he t wo s h ed unit s , t h e  rat e of increas <' , w hile : unifo rm, is l ess marked 

than J f the tot al output is div j d  ed by, say, 1 .3 full timE labou r e quivalent s . 

After t his output o" approximately 1:,,000 lb s . B .F . has b een reached , there 
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is an increase in the number of full time labour e quivalent s , including the owner ' s 

labour ,  per farm. As a result , the increas r-;) Hl t i1A output per rull uJ.rne labour 

equ i valent per c lass i nterval i s  not so marked .  A s  wi ll be seen later , the amount 

of farm owner labour on the t hird share farms i s  cons iderably more than on half-

share farm s .  Furthermore, these third shar e farms tend t o  b e  ass ociated with t h e  

lareer output eroups . ( Section 3 ) .  The effect of this i s , that as t he total 

output of the 1/3 s hare farms in creas es , the increase in the output per full-time 

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

PROV I biON Of LABOFR 

The utilisat ion of family labour, especially wi ve s , for farm VIOrk is no new 

feature of dairy farming in New Z ealan d .  Both Doig (3 ) and Hamilt on (4) comment 

on this fact . Doig (3 ) furthermore , makes particular referen c e  t o  the amount o f  

farm work done by sharemilkers ' wives . It has b een stated earlier in this s tudy 

that t he s tructure of s haremilking appears to be built on a foundation of fami� 

labour in association with large h erds . The following sections attempt to illus-

trate the former part of t hat stat ement . Evidence for the latter part is t o  be 

found in the s ect ions which dealt with the size of the farms and the ir output . 

No attempt has been made to analys e the hours worked by family labour . The data 

was collected, but has been used solely for the purpose of determining t h e  wage 

equivalent of that labour for t h e  analysis of incom e s  in Section V .  The subj ect 

o f  the hours of work has been ade<luately covered by Doig 0 ) .  

( a )  Type of Labour Provided b.y Share-milkers . 

In Table 21 the t erm 1 hired laLour' refers t o  non family hired lab our . Family 

labour - sons and daughters - ma�' be hired i n  the s ense that wages are paid for 

it , but to give an indicat ion of the family nature of s haremilking labour it h as  

been excluded from hired labour . 

Table 21 . Labour utilis ed in 1:ilking. (exclude s 1/4 share farms ) .  

'l'ypP of Labour Contract 

]/2 s hare lD__�ha� 
Share-mi lker alone . 3 0 

Share-milker and wi fe . 20 15 

Share-milker , wife and family 3 3 
Share-milker , wife , family and hired labour 0 0 
Share-milker, wife and hired labour 4 8 
Share-milker , family and hired labour 2 0 

Share-milker and hired labour 6 ll 

Share-milker and fami� 5 10 

Totals lt] 47 
- 3? -



.from thj s table it will be seen that family and hired labour tend to be 

associated with the 1/J share farms . 'l'hese,  in turn, tend to be the larger farms . 

On the 1/2 share farms,  share-mi lkers or share-m1lkers and their wives milked 

more than half (23 : 43 )  of the herds . It 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 usually milked by more than tv;o persons . Table 22 swrunarises  the labour 

utilisation on the same farms in a sli,shtly different way . 

Table 22 . Labour Utilised in t.:ilking (excludes 1/4 share farms)  

Number of wives who milked 
Number who didn ' t 
Nwnber of sharemilkers who used family labour of 

some sort (wife , son , daughter ) .  
Number of sharemilkers who did not u se any 

fami ly labour -�r 

Nwnber of sharemilkers who employed non-family 
labour ( permanent ) 

Nwnber of sharemilkers who did not employ non-
family labour . 11 

53 60% 

37 40% 
70 78% 
20 22% 

31 34% 

59 66% 

Includes three farms where no labour other than the sharernilker was employed. 

11 Or else only for casual work . 

The non-family labour in the t able 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 �nployment . The outstanding features 

of this analysis are the high percentage o.f 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-milkine farms and Other Dairy Farms . 

Type of Labour SjM. 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 3 5% 53% 

* Ex . Table 1, P . 50 , N . Z .D . S . I . rl . Bull . 75 (3 ) .  The percentages obtained in 

this column are derived .from the nwnber of persons in the respe ctive categories as 

a percentage of the number of the fa��s surveyed . The r emaining s ection of Table 

22 illustrates the high degree of reU_ance placed on all types of family labour . 
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Share-milking labour is e s s entially a f;unily unit and ,  wheth er wages are paid o r  

not , the income i s  kept within th e members of t h e  family . 

(h ) Labour Provided by the Farm Owner . 

Table 24 i llus tra tes th e extent to which farm owner labour is provided for the 

farms . The term ' labour ' applies purely to the physi cal labour of mc�.intenance 

or developmental wor k .  

'l'able 24. lJistribution or 1'arm ow'1 er lab·:mr bet-.vcen C ;)ntract:. crrou s .  exclude s  
1 sh ar e  farms -r, 

I Contract I Worked part or full t ime Di d not >'O rk 
on the farms the farms 

1/3 share 24 31 
1/2 share 6 40 

Totals 30 71 

�< Th e farm owner worked on all four 1/4 share f anns . 

on To tals 

5 5  

46 

101 

The difference between the two contracts jn respect to o wner labour is 

inseparably bound up with the nat11re of the two contracts and with th e place o f  

residence of t h e  owner . On the l/3 share farms , the farm owner was resident in 

many more case s  than on +/2 share farms .  Coupled wit h  this i s  the fact that on 

1/2 share farms the sharemilker is virtually the manaeer of the property and the 

farm owner is , in all but a few respects , purely a landlord . The above t able , 

however , is not necessarily an indi cat ion o f  the management exercised by the farm 

owners . It is rather an indication of t heir occupation : retired, investor or 

farmer . The table excludes most managerial labour such as vis iting the farm, 

policy planning , and supervis ion . It r e fe rs merely to physical labour . Any 

classifi cation of the farm owners into r esident and non-re sident must , of ne cessity, 

be s omewhat arbitrary in nature . A resident owner has been defined as one who 

actually resides on the farm or immedi ately adjacent to it . The non-resident 

owner is defined as one who res i des s o:ne distance from the property . This class-

ificat ion is fairly loo se , but is con siderably les s open to erro r than a c lass-

ification based, say, on the amount of work p er fonned . Table 2 5 ,  when read in 

conjunct ion with Table 24 gives one o f  the  reason s why a much lower percentaee 

of half-share owners worked on the farms . 
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Table 25. .'ielationship of the place of res i dence to contract . 

- · - � --- - ·  - - - · - --·- - .  

Contract H.esident Non-resident Totals 

1/3 share 36 19 5 5  

1/2 share 10 36 J±_b 

Totals 46 ___ 22._ 101 -

The importance of the place of res id ence is secondary to that of t he contract 

in it s effect on owner labour, but bo th are important . The 1/3 share owner, 

therefore , has a .:;reater opportunit;/ of workin.:; on the farm. The extent to w hich 

this opportunity is availed of is illustrated by Table 24 . 

ADDENDUM 

A chi - s quar e analy s i s of th e da t e  i n  tab le s  2 1 , � 4 and 2. 5  

i nd i ca t e d  tha t : -

( a ) Th e numb e r of h e r d s  tha t we r e  mi lked by the Shar e -

m i lke r  o r  the Shar e -mi lke r and hi s wi f e  wa s n o t  s i �;n i f i c an t ly 

d i ff e r en t  a s b e tw e en t h e  I/3 an d I/� sha r e  g r oups . 

• 

G{ft -f o )  
f t  

2 . 4 • • • • • •  N . S • 
( t ll e 5�: _point of = J . 84I ) 

(b ) The numb e r  of f ar m- own e r s wh o w o r k e d  f .1 l l  or par t -

t ime on th e farms was s i gni f i can t ly g r e a t e r  in th e I/3 shar e 

f arm g r oup than i n  th e I/2 sha r e gr oup . 

·r 2 -.i\, - 7. 8 • • • • • •  H . S • 
( th e  I� po i n t  of = 6 . 63 5 ) 

( c )  The n umb e r of r e s i d en t own e r s v:a s s i sn i f i c an t ly g r e a t e r  

i n  th e I/3 shar e g r o:1p than i n  the I/� shar e gr oup . 

9 · 9 • • .  • • •  H . S . ( the r; po i n t  of 

- 40 -

- '­
./\.. = 6 . 6 3 5 )  



S E C T I 0 N V 

FACTORS AFFECTING THE RETUENS TO }.:ANAGE!'.�T 

In nny farming venture the reward earned by management is subjected to a 

multiplicity of influences . In sh ar e  dairy farming, however , t h ere is an additional 

set of influences conditioned by the  n ature of t he enterprise and by the division of 

the rec e ipt s and expenditure between two parties . This study has been confined to 

an analys is of some of t h e  influenc e s  ·which affect t h e  si z e of management incomes 

on sharemilking farms as separate fron any farm . 

In the introductory s e ct ion it was stated that the management reward was 

determined by a deduction of paid out and unpaid out long term costs fran the gross 

incane . In sane d etail the method adopted was as follows . ( See App . I  for examples ) . 

any 
From the farm owner ' s sh are of the gross income was d educted wages charge ,  

includ ing keep , other t han the sharemilker ' s share of t h e  gross returns and r eward 

for personal labou r .  Th i s  was mainly t h e  owner 1 s s hare o f  t h e  casual wages bill, 

but in the c as e  of th e 1/4 share farms it includ ed payment s made to the sharemilker 

for farm maintenance work . The next deduction was rent and interest on mortgage 

or overdraft . General working cos ts included items s hared wi th the share-milker , 

as well as wholly payable by the f arm owner . This deduction included the payment 

made by the f arm owner, to th e sharemilker , for use of t h e  latte r ' s truck and/or 

implements i n  the rare cas e s  m1 ere t his was charged . The deduction of the repairs 

and maint enance costs inc luded thos e paJ�ents made for the purpose of maintaining 

the depreciatine capi tal intact . The sto ck maint enance charge included payments 

made for calf rearing and stock purchas es , plus an estimated loss for deaths .  

Each death of a cow was ass e s s ed as a loss of £? ,  i . e .  th e loss of it s boner value . · 

The method of determining the net stock replacement costs was by deduct ing stock 

purchases and deaths from stock s ale s . This takes no account of any increase 

or decrease in t h e  sto ck numbers over the year . Suffj cient data to det ermine this 

variation was not. c olle ct ed . It i s  cont e nded, however , t hat a s  the contracts 

specified the munber of cows t o  be milked , wit h i n  a narrow range , the variation 

between the b eginning and the end of the season is not likely to be very large . 

It is probably of the order of one or t.wo cows , with t hree as a maximum . In which 

cas e the probabl e level of error in the sto ck replacement cos t s , assuming there is 

variation , will be of the o rd er of J'l2 to I'24, eith er way .  
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Deprec iation was d educted at income tax exemption rat es .  In some cases the 

farmer did not c laim a depreciation e xemption for taxation . He w ould c laim the 

diff erence b etween the sale or dis carding of an asset . and its repla cement cost . 

In thes e  cas es a d epr<O:c.iation d eduction was estimat ed from t h e  approximate age of 

the asset and the normal taxation exemption rat e .  The f inal deductions were those 

o f  rates and land tax. The balanc e now l eft approximates the taxable income of the 

farm owner under a syst em of double e nt ry b ook-keeping . .l' ram t his balance was 

deducted interest on. :::quit.y invos t 'l8 'lt at t h e  r at e  o f  5fo . .t he balance now inc ludes 

the reward of labou1.· and management plus oome pure 
·work 

an estima te o f  the value of the phys ical�performed 

pro fit . from t h i s  was d educted 

by t he farm owner .  The 

estimation was b as ed on the proporU on 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 .f9l (l/3 x 273)a year . Th e final balance represents the earnings of 

management plus pure profit . The former i s  s imilar t o  wage s and represent s t h e  

reward for supervi sion . In that respe ct it i s  a d eductable cost agains t the farm . 

The balance after dedu ction o f  this ' mana�ement charge ' represent s pure profit . 

An attempt was made to separate these two i t em s  but t h e  re sults proved t o  be 

unsatisfactory . ( See App . IV ) .  The comparison between t he groups of incomes 

has ,  t herefore , been made b,y comparing the average 'management-profit ' ( h ereafter 

called t he management r eward ) . A s  with t h e  sharemilker 1 s income the unit of 

compari son is the management r eward per 1 , 000 lb s .  B . F . From the share-milker ' s 

share o f  the gro ss inc om e  costs were d edu cterl. in a way similar to the farm owner ' s 

deduct ion s .  The only differences i n  technique lie i n  t h e  m et ho d  us ed t o  det ermine 

pers onal and ' family ' labour charge s . In many ins tances rnemb ers of a s hare-milker ' s 

family provided h e lp, e ither full or part t ime , on the farms . Where they were paid 

wages by the sharemilker no problem was e ncount ered . This , however , was a minority 

group and in t h e  maj ority of c ases the h e lp was provided by t he wife and consequently 

th ere was no wage payment 1nade . Under these conditions an estimate was made of the 

value of t he labour uti li s ed and this sum was c harged agains t the gross income as 

a cost . The basi s of the calculation was th e Under H.at e 7fages Provision of the 

Agri cultural \'iorkers 1 Act of 1936 . Th e s t andard adopt ed was a wage of .f2 . 1S .6 ( 10 )  

for a 63 hour week ( 10 ) . The actual charge mad e was dependant on the hours worked 

per day and the period of the .J'ear covered . e · 6 · if a wife helped in t he shed fo r 

four hours a day for a peri od of n i ne month s ,  the labour char,ge would be : -

4 X 9 X f2 . 1S. 6 X 52 
9 12 1 1 

: 1 X �152 . 2 . 0 
j 1 
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'l'he value of th e Ph'lrem� .::.: .-.,� • f' l •T :..; 1 J '- • was assessed at £273 a yea:r in 

all cases . 

In App . I will b e  found a c opy of the schedules used with the fann owners 

and the sharemilkers . ·lith each s chedulP i s  r rovi ded a hypothetical example 

of the receipt s and expens es pa,yi'Ients  made by each party to a 1/3 and a 1/2 share 

agreement . The example s  are provided as i'in illustration o f  technique and not as 

an example of t he actual cost  s+,ructure o f  S f C' C i  ic farms . 

SO:.!E FACTORS A.F'FECTING THE FAm.: o:JNER 1 S ;.:.ANAGEHENT REWARD -- -------- - -

TI-IE EFfECT or· TP>< '�'YPE C:r' COtJTP.ACT A�m SUPPLY 

On the farms suppl;yin.:: butt er fa dories the chie source of inc or:J.e i s  fran 

the sale of B . F . and pi.c:;rneat . On cheese factory supplj�ng f arms of the s ame 

output there i s  a s auewhat larger incorr:e f 'a':l sale o f  '3 . F . ,  but a considerably 

lowered income from the sale of pi,s·11 eats . On the dried milk f arms the income from 

the sale of B . J<' .  i s  larger s till , b ut there i s  no income fran the sale of pigmeat . 

Table 26 illustratt· s the effect of the di ffer ent c ombinations of B . F .  and pigmeat 

income upon the manageme nt reward per farn , in the three supply groups . VJhen 

this reward , per farm ,  is converted to a ,'lanage!'!e nt rewarri per 000 lb s . B .F . ,  

however , t he difference , while reta.ined, does not appear to b e  s o marked . (Table 27 ) 

In the same taLles the diffprence in the m ean s i z e  of the 1/4, 1/3 and 1/2 share 

farms is reflected both in tht Planae;an ,nt reward per farm a.nd per 000 lbs . B . F .  

A s  would b e  expected, also, the differences are more m arked in the managemen t  

reward per farm . 

Table 26 . Average lfanagernent Heward per farm . (farm own er ) . 

Contract Butt er Cheese 

£ £ 
1/4 share 628 559  

1/3 share 251 303 

1/2 share 136 331 

Mean �� 2 2 1  3 2 0  

.,'" The averages here are \veighted averaees . 
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.f 
-

h54 

h04 

42 9 

Mean�-

£ 
6 I I  

3 03 
�3 3 
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Table 27. Averaze E¥lagement Reward per 000 lbs . B . F .  lf.arm owner ) .  

Contract Butter Chee se 
----,- ---£ £ 

1/4 share 29 . 1 16 . 9 

l/3 share l2 . L�  12 . 9  

1/2 s hare 5 . 7 18 . 1  

Mean * 10. 5 _lJ . 9 

�� The averages here are "\veight.ecl averages . 

Dried MiLlc N:ean * 

£ £ 
- 2.6 . 1 

17 . 1  13 � 0 

17 .4 I O . 7 

1 7. 2 N = _91+_ 

From the s e  tab le s  it would appear that. , because of economie s  of s cale , th e 

advantage lies with the 1/J a nd 1/4 s h are farms . A ls o ,  the tab les indicate the 

tendency for the butter farms to be at a relative income disadvantage . Apparent ly, 

the product ion of pigrneat on t h es e farns is not ca.rried on at a level high e nough 

to equalise the compensatory payments paid to the other two s upply groups . 

Wh en the dat a c ompri sing· Table 27 was sllbj ected to an analys i s  of variance ,  

however , the appar ent differences proved t o  be actually non-significant . The 

variation within each c ontract , supply and contract-supply group was enough to 

e ither nullify any significc..n � difference betw:::en the groups or to reduce it to 

the 2 0:,t, l evel .  ( See App . V for wo rking data ) . Tables 28 and 29 which surrunaris e  

t h e  differences between the contra ct groups and the supply groups respectively 

( not sub-c lass ed ) , indi cat e t hat for the r eason in the preceuing paragraph any 

Furthermore , any apparent effect 

of the type of contract is sien i ficant only at t he 20% level . 

Table 28 . Analys i s  o f  Varia.nc e . The 'l'hree Contract Groups (all supplies included)  

Source o f  Variance d . f . s . s .  hl . S . F . Sign 

Total 92 11 21 , 537 . 8 
Between Group 2 880 .8 440. �. 1 .91 N . S .* 

Within Group 90 20 , 657 . 0 229 . 5 

Table 29 . Analysis of Variance . The Three Suppl,;r Groups (al l contract s includ ed ) 

Sour ce of Var ianc e d . f . s . s . M . S . F .  Sign 

Total 92 lt 21, 5.37 . 8 
Between Group 2 6f>3 .3 331 .6 1 .4  N . S .  

Within Group 90 20 , 874 . 5 231 . 9 

11 The inc lusion o f  two s et s  o f  data i n  one reduces N from 94 to 9.3 and hence d . f . 
from 93 to 92 . 

"'l*" At the 20% level only . 
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When the 1/h share farms ar n e:rc lt1d er"l. r1 nd "'- ! 1 e  8DC1.lysis i s  done vdth t h e  s ix  

sub-classes as illustrat ed in Tabl0 1 0, the contract d i fferenc e disappear s , but th e 

effect of t h e  supply i s  s e en to be s i2;ni fi cant at t h e 'JQ•r, level . 

Table 30 . Sub-clas s Anal''tl i s  of Vc- rl ;1nce . 1/; and 1/2 sltare farms with th ree types 
of suppl;r . 

.. �-

11 

( a ) l,�ean of Sub-c l ass �· s  Table . 

-·-· - - ·----r-·-·-

Contract nutter Che•' S e  Dri eel l: "il k  �.fean ,. 

j' J' 
1/3 share 12 . 4 12 . 9 

..J.../.� Ar'1.l"P 
-· • - � ._'1.!_7 - -�8 . 1 ·-·· .. 

Mean -�� -- 15 . 5 

(b ) Analysi s of Suh-C'la �' s e s  Tab le . 

Source of VPriAn ce -1 
SubclR sses 

Between C ontract 

Between Supply 

I nt eract ion 

Error 

l�ean of <m averA ge . 

rl . f .  

5 

1 

2 
2 

B)_ __ 

- .  ·------

s . s .  
·- ..- -- --- -· 

llO J ·2 

o . n  

74 . (.>2 

] 5 . 76 

_ _  .. _ ... ___ _ 

Si,gni f) cant at th e 20% level only . 

J '  
17 . 1  

17 ._LJ. 

17 .3 

]( . s .  

0 . 2h 

'37 . 1 1 

17 . 82 

_.l..l . lh - ·-L-· 

J' 
14 . 1 

13 .7 
N :!P 90 

F .  

1 .76 

----

Sign 

N . S . 

N . S .  " 

N . S . 

Of the two anal�rses ( non suh-e la s s  .<J.n cl blJt-class )  the lat.ter is probably the 

more reliable as it excludes th 1/L. s ' 1  .. re f,lrms of "''h i  eh ", h ere are only four . 

A s ,  however , the l evel 0 f  s i.:;ni f'i canc1e i r> onl;; 1 � ,  t h  .. ?0'� level it appears unwi s e  

to say any more than t hat t.!H ' ty pe of �ont"act appar,,nt ly did not c aus e a difference 

between t he farm owners 1 average I:lana::einent-rev;.qrd per 000 lbs . B . F . on t h e  1/3 

and 1/2 s har e farms . 'l'his \voulr1 tend :.-o ind i cate, that .• i.th the divis ion of the 

gro s s  receipt s and eypen s e s  comnonly foun..l  i 'l the hvo types of contra ct , prior to 

th e 4t h Sept ember ,  191.� 6 (App . II ) the 1/3 sh n.r·e anr1 1/2 sh<�.re farm owners received 

a s imi ar reward for naPa�an ent per 000 l'o s . B . �<' .  Furthennore, t here does not 

appear to be any marked difference in the farm ownArs 1 averaee management reward 

per 000 1bs . B . F .  as h etween butt er, che P s e ,  and d ried milk s upplying farms . There 

i s ,  however, sor'le j nd i cation i hAt t ho s e  who receive><� compensatory payment s  in t h e  

p la c e  of incor.JC from t h e  sale o f  p j  [}'' eat s were , o n  s h a.rerri l.�ing farms , at somewhat 

of an advantage . 



Table 32 . Analys is of Varianc e .  1�anagement-reward per farm of Resi dent 

" 

and Non-resident 1/3 share Farm Owners .  

Source of Variance d. f. s. s. • M. S .  F .  Sign 

Total 53 5 , 561 , 324 

B etween Group 1 152 , 128 152 , 128 1 . 5  N. s. u 

Within Group 52 5 , 409 , 196 104 , 023 
I 

The varianc e in each group i s  large b ecause the original data has b e en coded. 

In order t hat all the management-rewards be po sitive , 600 has b e en added to 

each item. 

The 20-'la l evel for thi s value of N i s  1 . 68 .  

The r esult s  o f  thi s analysis woul d t end t o  indicat e that the income avail­

abl e  to meet the farm owner ' s and henc e the sharemilker' s management reward 

is unaffected by the farm being owned by a non-resident landlord. 

turn , v�uld t end to indicate either that -

Thi s ,  in 

( a ) The resident o\qners contribut e relatively litt l e  to the management 

of th e farm - or 

( b ) The sharemil ker on " non-resident ovmer" farms i s  capab l e  of exerci s ing 

some of the management normally exercised by the res ident farm owner . 

In the ab s enc e of data relating to the tasks actually performed by the owner and 

the sharemilker of these farms , i t  would b e  difficult to say which of the 

alt ernatives is the more important . 

EFFECT OF THE NillvffiER OF FARMS OWNED 

Any invers e  relationship between the numb er of farms owned by a landlord 

and income availabl e to pay the management reward on each of them ( as indicat ed 

by the farms surveyed) , would ,  it i s  sugg est ed, be due to a dilution of the 

managerial s up ervision. In that respect , there i s  a parall el between t hi s  

sub-section and the previous one. Just as a non-resi dent third share farm 

O\n1er i s  no t in t he position t o  exercise the s ame degree of managerial super­

vis ion as a resident owner , there is reason to expect that the ownership of 

s everal farms would result in lowered supervis ion on each. When all the farms , 

l/4 ,  l/3 and l/2 ,  are classifi ed according to the number of farms owned by the 

farm owner , there is no apparent or regular, differenc e in the average manage­

ment reward of the s everal groups . 
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Table 33 . Classification of the average l1fanagement-Reward,  Owners ' , by the 

number of farms owned. 

I No . of farrr� owned 1 I 2 I 3 4 I 5 6 & over I I 

I I I I 
I Management-reward 

per farm (£ )  301 221 153 I 820 262 352 

n I 63 l 22 5 3 I 1 5 

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

groups is  considerably greater than any difference between the groups. 

'.Vhen the J./2 share and the four special case 1/4 share farms are ranoved 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 farrrt is slightly higher than that of the owner of only one farm. 

The figures are £315 and £277 respectively. 7fuen an analysis of variance was 

carried out , however, these means were shovnn to be non-significantly different . 

( table 34) . 

Table 34. Analysis of Varianc�.:. _ _lvlanagement-reward per farm of Owners of one farm 

and ovnners of two or more fa� _U/3 share grouE only) . 

* 

�.eans of the sub-classes .  

No . of farms owned ! One J n � Two or more 
--

A
-
v. Management-r::�277 I 35 1 

Analysis of the sub-classes . 

Source of Variation 

Total 

Bet¥reen Group 

: 

d. £. 1 1 51 I 4 

I 1 : 

�-
'
-
N
-
it
_

h
_

i
_
n 

___ 
G
_
r_o._u_P _________ �l-� 

S. S. * j_:rt.. S. 
, 987 ,513 I 

I 
15 , 692 I 15 , 692 

, 971 ,821 I s:J9 , 436 

£315 

F .  

-

n J 
17 1 

Sign 

N. S. 

In this analysis the it ems are uncoded. Instead, both positive and 

negative management rewards have been squared to find sx2 • 

The results of this analysis would t end to indicate that neither the mvners 

nor the shar�nilker' 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 'rHE FAm'.� ON 'l'HE '1.ANAGEr1JEJITT REWARD 

In New Zealand the guaranteed price for but t er i s  a " co st o f  pro duction" 

price which takes into account both farm and manufacturing costs. The farm costs 

s ect ion of t hi s  price i s  based upon the somewhat arbitrary farm producing 6 ,000 lbs .  

B . F . per full t:iJne labour unit , carrying 24 cows per full t:iJne labour unit and 

having a certain cost structure. Furthennore , it is designed for the farm on 

which the owner i s  a working manager , and on which any other labour is paid the 

award wage. Cons equently the guarant eed price co st structure does not parallel 

the cost of production structure of sharemilking farms . 

On sharemi lking farms , the divis ion of responsibility between two persons , 

the farm ovmer and the sharemilker , o ft en r esults in cost b eing incurred in excess 

o f  the guaranteed price " margin" . The more the s e  co sts are incurred, the smaller 

the amount that is left as a slll'"plus for the payment of the manag ement-reward of 

the party or parties involved. On this latter type of farm, therefore, whil e  

there are often economies due to large scale product ion , there are also diseconom­

i es due to c ertain co sts b eing incurred in excess o f  the guarant eed price provi sions 

In a sharemilking contract the division of the working and maintenance costs is 

specified fairly rigidly, and henc e there is little likelihood of any appreciab l e  

cost commitment over and above that provided for in t h e  guarant eed price .  

Furthermo re ,  the payment of capital costs i s ,  wi t h  the exc ept ion of t he relatively 

low interest cos ts of the �2 shar�nilker , the responsibility of the farm owner. 

If we exclude tl1e added capital cost due to over-capitalisation , common to both 

ovfller-manager and sharemilking farms , there can be very little capi tal cost payment 

beyond that provided for. Tnere i s ,  however , some considerable opportunity for 

bo th parties , and especially the farm owner , to incur both paid out and unpaid out 

labour costs in excess of tl1is amount provided for. This is due to the fact that 

the share received by the farm owner is mainly for the payment o f  fixed costs. 

If the farm ovmer works on the farm, therefore , and i f  such work do es not nett him, 

after deduction o f  the sharemilker ' s share o f  the proc eeds , a return at least 

equal to the costs incurred, his management reward will be reduc ed. It is sugg­

ested furthermore , that b ecause o f  t he nature of the �3 and �2 share agreement s 

the farm o;vner will rarely be able to just ify , in t erms of current income , he 

himself doing maint enance work. He will have to pay the sharemilker irrespective 

of who does t he work. The farm owner ' s rmvard is more likely to be in that he 
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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 great er than that which derives 

from the slightly increased economic "management" reward. In section IV it was 

pointed out that very half share farm ovmers work on their farms , but that quite 

a nwnber of J./3 share farm owners did work part time. The foregoing remarks , 

therefore , apply in practice mainly to J./ 3 share farms . In particular, they 

apply to the J./3 share farm owner on the farm which is  smal l  relatively by share-

milld.ng farm standards . On the large farms the economies of large scale produc• 

tion are sufficient to outweigh the diseconomies of excessive labour payments .  

I t  is for this reason that the total output of the farm, a s  a measure o f  farm size,  

is so  important to the farm cwmer. 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 l.�y 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 t end to be similar in most cases . 

( a) Ivianagement-reward per farm in relation to total output of B. F . ( 000 lbs . ) 

The advantag e  to the farm owner of large scale share farming is illustrated in 

graph 2 l  . . opposit e ·p • 50. 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 . �J.  illustrates quite strongly that : -

( a) On share-milking farms the B. F. production needs to be greater than a 

certain minimum level b efore all the owner' s costs,  other than management , 

are met . 

( b )  Production needs t o  b e  greater still i f  a reasonable management-reward 

is to be  expected. 

On the farms surveyed, the minimtnn production that gave any management-reward fell 

somewhere in the 9 , 000 lbs .  to 10 , 999 lbs.  class . The minimum production that gave 

a management-reward at all commensurate with the size of the enterprise fell some-
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where in the 11,000 lbs .  to 12 ,999 lb s .  clas s .  I t  must b e  borne in mind, however , 

that production on these farms was down to approximately 15% b elow the average 

( see Section III ) . Furthermore this decline in production would not , in the case 

of the farm owner be accompani ed by a similar decline in costs of production. 

Th e farm rr�er ' s costs are largely the fixed costs o f  interes t ,  capital deprec-

iat ion and c apital maintenance .  'rhe size of the minimum economic holding in 

000 lbs . B . F . can therefore b e  regarded as being s lightly small er than the above 

figures would indicate. The minimwn economic unit can, however , only be kept 

down to this s i z e  if t he output per labour unit exc eeds the guaranteed price 

st andards by the considerable amount that it do e s .  I f  product ion was to fall 

unt il the output per full time labour e quivalent was only 6,000 lb s . B. F . inst ead 

of 8 , 900 , it i s  probable that the minimwn economic unit would be somewhat over 

12 ,000 lbs .  or 13 , 000 lb s .  B . F . Thi s would apply to both �3 share and 1/2 share 

farms as it has been s hown that the management reward does not differ significantly 

b etween the c ontract groups . 

( b ) Management-reward per 000 lbs . B . F . in relat ion to t otal output (000 lb s . ) 
Not only doe s  t he farm owner '  s management reward per farm increase with an 

increase in output , but , a s  i s  shown by graph • � • ...., opp . p 7-. • hi s management-

reward per thousand lb s .  of B . J..' , increases also . Unlike the total manag ement-

reward graph , however , the per thousand lbs .  B . F . management-reward graph appears 

to level off gradually unti l  at about 30 ,000 lbs . output there are apparent ly no 

further defini t e  economi es of scal e to be gai ned. 

Thi s graph, No . < ? .  , would tend to indicate that the increa sed income of t he 

large scale farn1 owner i s  largely due to a lowering of co sts per 000 lb s .  B. F. 

as output increas es . The explanat ion of this i s  to b e  found in the division o f  

c o s t s  b etween the farm owner and the sharemilker . The farn1 owner has to meet 

principally the c apital charges on t he farm and these do not t end to increase 

directly with the size of the total output . Conse quently an increas ed scale o f  

output i s  reflected i n  lower co sts per 000 lb s . B . F . or, conversely ,  in higher 

management-r�1aru per 000 lbs . B. F . If the farm owne;r' s costs were all fixed 

co sts , it would be ecpec t ed that the rat e of increa s e  of t he manag ement reward 

per 000 lbs .  B . F . would t end to decline slowly , but only after a c ertain output 

had been reached. Under these circumstances the n�nagement reward per farm 

would t end to increa se more rapidly than is shown in graph .<� . ,  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 t he Dairy Industry Cornmis sion , 1934, p . l44 ) . That the curve i s  not 

concave is due , it is suggested, to the inclusion of the variable co sts of the 

1/4- and l/3 share farm owners in the same graph as the 1/2 share farm owners . 

If a sampl e ,  l arge enough to b e  divi ded into the three contract groups could b e  

collected, i t  i s  suggested that the manag ement reward per farm o f  the owner on 

the 1/2 share farms would increa s e  more rapidly with each c lass int erval than on 

the 1/3 share farn� . This in t urn ,  woul d be expect ed to increase at a great er 

rat e , and to l evel off at a higher production, than the 1/4 share farms . 

Elt'l"ECT OF 'I.'HE DA'l'E OF FURCHA� ON 'rBE l:ANAGEJ�NT P.EW.ARD 

In the previous sub-s ect ion the point was brought out that the farm owner ' s 

costs were primarily the fixed costs of c apita l  depreciat ion , maint enanc e ,  and 

int ere s t .  The manag ement-reward , it wa s thought , therefore , would be inversely 

proportional to the amount of capital invest ed. Furthermore ,  in Section III it 

was pointed out that the capital ir.vest ed up to the time of the survey was 

signifi cru1tly correlated with the date of purchas e ,  when that date was clas Sfied 

by the average B . P . payout for that particular year . 

In order to find the relationship between the management-reward and t he B . F . 

payout , and henc e the dat e of purchas e  and the capital j nvestment , at the time 

of purchase ,  the management reward was first added to the orig inal deduction of 

interest on e quity capital . The who l e  surn was then expressed at an int erest 

return on e quity capital , and then plott ed against the payout at the dat e of 

purchase . \Vhen the co effici ent o f  correlat ion ,  r ,  betwe en the two groups was 

worked out , the re sul ts were non- signifi cant . Thus , despite there being s ome 

apparent t endency for the " int erest return on capi tal" to b e  inversely proport ional 

to the B . F. payout , r was only - . 015 : •• C:C� 

The average rat e of int erest return, thus calculated, o n  capital was 7 . 5%-

Thi s  figure , however , i s  not absolutely correct for as was indicated in Sect ion III , 

the capital investment fi�ure included reinvested depreciation funds . Thi s would 

t end t o  lower the int ere st rate somewhat b elow its correct percentage . Included 

in t his int erest return , however , is the undeduc t ed management charg e against the 

farm, ( not the management-reV'Jard but the true charge for managerial supervision) . 

Therefore in this respect the interest rat e i s  too high . If this charge (App . IV) 
is first deducted it i s  probable tha t ,  allowing for t he high c apital inves tment 

figure, the rat e o f  int erest on equity c apital would b e  approximat ely 5� to 6%-
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SOviE FACTORS .AJ!'"'}'ECTING TliE SHARE -:t,:JLKER ' S lvi.ANAGEMENT REWARD 

EFFECT OF 'l'YPE OF CONTRACT AND SUPPLY 

The principal difference "b etween the t enure of J./3 and J./2 share-milkers i s  

that t h e  latt er have capital invest ed i n  the f arm and have to meet the c o s t s  

as sociated with that capita l .  I n  addition , the 1/2 sharemil ker i s ,  "b ecause his 

t enure more clo s ely approaches that of l easehold , required to exercise more 

managerial supervision than the 1/3 sharemilker . This lat ter point wil l  not 

affect the management r eward, as ·previously defined , though it wil l  considerably 

influence the proport ions of the management charge and pure profi t ,  making up the 

manag ement reward. ( App . IV) . 

For his extra co sts and duties , the 1/2 share-mi lker receives an extra 131% 

of t he rec eipts from the s ale of R . F . That this extra sum is suffici ent to meet 

these extra costs is indicat ed by analysis of variance ( Tab l e  36) of the average 

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

Table 35 . Average l"anagement-reward per 000 lbs . B. F . ( sharemilker) 

Contract But t er Cheese Dri ed ��lk Means 

£ £ £ £ 
J./4 share 10. 3 12 . 9 - t o ·e 

J./3 share 12 . 2 14. 2 12 . 5 12. · � 

J./2 share 9 . 3 12 . 4 8 . 2 5·3 
Beans 1 0 ·8 13 ·5  10·3 N = 84 

The apparent advantag e of the 1/3 sharemi lkers in Tabl e  35 above i s  shown , 

as follows , to oe significant only at the 20cb l evel . 

Tab l e  36.  Sub-cla ss Analysis of Varianc e .  ��nagement-reward of 1/2 and 1/3 

Share-milkers ( all suppli es inc luded) per 000 lbs .  B . F . 

Heans of the Suo-cla sses . 

Contract Butter Cheese Dri ed J.,!i lk Means 

£ £ J� £ 
J./3 share 12 . 2 14. 2 12 . 5 13 .0 

1/2 share 9 . 3 12 . 4 8 . 2 10 . 0 

Means 10 . 6 13 . 3 10 . 4 N = 80 
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Analysis of the Sub-classes . 

I 1 I ! Source of Variance I d. f.  s. s. M. s . F. Sign 
1 

Sub-clas ses ! I I I 5 25 . 32 1 
I I I I 

I Between Contract 1 13 . 51 I 13 . 51 1. 95 N. S. * I I I I 1 
l Between Supply i 2 10 . 25 l 5. 13 N. S. 
I Int eraction I I 
! 2 1 . 56 I 0 . 78 I N. S. 

1 

I I 
�

rror 
I 

77 I 1 6. S l I 
* Significant at the 20:; l evel only. 

1.'/hen all t he items are included, and the groups are not sub-classed as above , 

but merely s eparated out into the three contract or the three supply groups , the 

value of F in each case i s  not significant . ( Not even at the 20�6' l evel ) . ( Tabl e 37 , 38 )  

Tabl e 37 . Analysis of Varianc e. 

Source of Variance d. f.  

Total 83 

Between Group 2 

Vithin Group 8 1  

The Three Contract Groups . 

! s. s.  lri . S. F .  Sign 

l 5 , 856 . 49 I 
I 

195 . 43 97 . 72 1. 39 N. S. 

I 5 , 66 1 . 06 69 . 88 

The 'l'hree Supply Groups . 

:��So��ur��c�e��o�f��V�a�r�i�an��c�e��-- --.-1 ���-d�·=f-.--.--_-_-s. S ·_ 
L H���----·--+-�----�==F=·=���:===�S�i�g�n

-
-
_
�
--1 

Total 

Betw·een Group 

Within Group 
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It would appear , therefore ,  that , as in the case of the farm owner groups , 

the type of contract has a non-significant influence on the share-mi lker ' s 

management-reward per 000 lbs . B • .t'' · It is suigested, however , that if the corn-

parison ilad 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 compared vrith the present sub-section, it will b e  not ed that 

in the former the bevNeen supply varianc e i s  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 manag�nent 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 J/2 and J/3 sharemilkers and between the J/.3 and 1/2 share farm owners 

were , in the season covered, sw"'ficient to compensate each party for the different 

costs involved. That is ,  there was apparently no relative advantage , per 000 lbs .  

B. F . ,  in adopting one or other o f  the two contracts . \'fuether or not the results 

would have been the ffilne 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 adopt ed, the J/2 share farm 

owner would have been at a relative advantage as compared with the J/3 share farm 

mmer. Furthermore , the J/3 share milker would have been at a relative advantage 

as compared with the J/2 sharemilker. ( App. IV) . The effect of the recent 

Arbitration Court alteration to the J/3 share agreement , and the effect of this 

alteration on the margin between J/3 and 1/2 share receipts ,  will be discussed in 

Section VII . 

EPFECT OF LENGTH 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 thos e 

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 visit ed. The classes into 

which the sharemilkers were grouped were five in number and included, at one end, 

tho se 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 s eason 1944/45 . 

The average management-reward of each class is tabulat ed in Table 39. It should 

be not ed, 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 :roonths 

prior to the period covered by the survey. 
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Table 39.  Average M8.l}agement-reward per l<'arm according to the Period of Occupancy. 

( Sharemilker) . 

l 
Length of occupancy in years I 1 2 3 4 5 

Aver�; management-reward (£) 
share milkers 262 314 263 258 268 

Aver�� management-r�1ard (£) 
share-milkers 118 131 214 160 152 

---

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

were subjected to ru1 analysis of variance ,  the results were non-significant ( Table 40; 

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

in relation to length of occup�· 

Source of Variance d. f. s. s.  11. s. 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 

be�ffeen the sharemilker' s management-rffivard and his l ength of occupancy is probably 

due to the fact that , unlike a new owner rnanag er, 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 familiar, 

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. 

G h 
?J a 2 -� b  f 1/ 1 1 · this rap s No . - • •  and . 4 . show that , o the 47 3 sharemi kers supp J2ng 

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-sedtion, 23, or just over half, had been on 

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

for fewer than six years . 
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The general t endency for the occupancy of share-milkers to be of a short 

t erm type may , however , affect the farm owner and the sharemilker in ways not 

indicated by this s ection' s analysi s .  It may result i n  a lowered st andard o f  

maint enanc e . This re-act s  to the detriment of the farm owner more than to t hat 

of the shar emi lker, b ecaus e ,  while the co st of any neglect ed work is legal ly 

recoverable from the sharemi lker ( App . I I ) , it is rarely co ll ected. The work in 

mo st cas e s  is done at the end of the sea son at the farm owner ' s  expens e .  I t  i s  

not ,  however , fair to attribut e t o  the sharemilker a l l  the re spons ibil ity for 

short t erm t enures. The impress ion gained during the survey was that whil e  many 

sharemilkers shift from farm to farm voluntary , there are also farm owners who 

make a practice of changing the sharemil ker at short interva l s .  Their contention 

is that 11 a new broom sweeps c lean" . 

present t ime ,  i s  lacking . 

If thi s be so , the evidenc e ,  up to the 

Not only may the effect of short t enure be regi st ered in lowered maint enance 

standards ,  but the stab ility of the " industry" may b e  undermined. The effect 

of frequent changes of farms upon the schooling received by he children and upon 

their family life is evidenc e enough. Furthermore , the sharemilker ' s  chance s  of 

g et t ing to be a farm owner hims elf are reduced. The nett effect i s  the e stablish-

ment of a migratory and unstable " sharemilking class " . It matt ers not who is 

responsible for the short tenure occupancy. What do es matt er is that there b e  a 

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

EFFECT OF THE SIZE o:B' 'rill FARl11 ON THE .SH.ARE:MILKER ' S MANAGEMENT REWARD 

The majority of the pro duction co st s for which the sharemilker i s  re sponsibl e 

are , unlike tho s e  of the fann owner , variable co st s .  They comprise princ ipally 

labour, shed and in the case of l/2 sharemilkers , certain capi t al cos t s  associat ed 

with the maint enance of the herd. There i s ,  however , one import ant fixed c o st , 

and that i s  the charg e against the sharemi lker ' s own l abour . Thi s has been put 

in at £273 in each cas e .  I t  i s  t o  b e  expect ed, therefore , that the effect o f  t he 

size of the farm mentioned_ in t erms of total output on the management reward o f  

the sharemi lker ,  will be somewhat different frorr; the effect o n  t h e  f arm  owner ' s 

reward. In the farm owner ' s sub- section, the cli s econ omi es of small scal e 

production, were shown to b e  due to a disproportionate capital i nvestment and 

oft en t o  extra l abour cost s .  The sharemilker ' s  share o f  the gro ss receipt s is 
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prin<:ipally a labour reward. Thi s applies even in the case of the l/2 share-mi lker. 

If , t herefor e ,  capital cost s  are rai sed over the amount allowed for , the amount 

left for the management reward i s  d imini shed. Thi s ,  however , is not as s erious 

as the effects of exc essive labour uti l j sation , for it i s  pos s ible for the share-

milker to be some 000 lb s . B . F. behind the guarant e ed price calculat ions . On a 

12 ,000 lb s . B. I•' . productio
.
n fann, e . g . the guarant e ed price allows for the full t ime 

u 11 , r9 
employment of t-wo labour 'I' or i t s  e quivalent in part t ime labour. On thi s size 

shar e-mi lldne; fann , the sharemilker rec eives the income from only 6 ,000 lb s .  B. F . 

for the payment of labour and other co st s .  Hence , if the production per labmur 

unit was only 6 ,000 lb s . B . :B' . (which is only sui'ficient to pay the two ful l t ime 

labour uni ts plus a very small remainder ) , the sharemilker woul d  lose financially 

to the ext ent of his other cost s .  Thi s  s ituat ion vrould b e  accentuate d  on l/3 

share farms . It wa s rarely found , however , that it took two full t ime labour 

equival ents to pro duce 12 ,000 lbs . B . F . ( or three, 18 ,000 lb s .  etc . ) as , in most 

cases , t he output per full time labour unit was consi derably higher t han 6 ,000 lbs .  

B . F . ( Sect ion IV) . The higher the output per full t ime labour equival ent , the 

less pressing b ecame the labour cost s .  On small farms , however , there i s  a maximum 

output that can be gained per ful l time labour equivalent . Thi s maximum i s  limited 

not by the labour avai l abl e ,  but by the size of the farm. It is on these farms that 

th e problem of meeting alJ cost s becon.es s erious . It is the s e  farms which shovr 

the great est di s economi es of scal e ,  because the minimUJ.J labour charge is £273 . 

-� 4 25 In Graphs f . . . and • • • are shown t he effect s of the total output on the management 

reward per farm and per 000 lbs . B . F . respectively. These graphs ,  the same a s  

graphs .�� . and f�. . .  shoul d b e  read i n  the l ight of the fact that the total 

produc t ion figures apply to a slightly different period from the management reward 

figures . 

( a ) Management-reward per fann in relat ion to the total output of B. F. (000 lbey 
Like the graph of the farm owner ' s manag ement reward , that of the sharemilkers 

increases consi derably with increa s e s  in the total output . The graph of this 

management reward , however , differs from the farm owner ' s in two re spect s : -

( a ) Ins t ea d  of increasin� directly with the output , it t ends to increase by 

smaller increment s in each cla ss over the 19 ,000 lb s .  B. F . output . 

Prior to thi s output the increase is rapid and more or less direct ly 

proport ional to output increases . 
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(b ) At no output , not even in the 5 , 000 lbs .  to 6 , 999 lb s .  class , do es the 

class averag e management reward of the sharemilker fail to b e  po sitive. 

thi s  may be due , hmvever , t o  the inclusion of one or two very good 

farms in this output range .  

The management rewards b elow the 9 , 000 lbs .  t o  10 , 999 lbs .  class are , however , 

too small to provi de a manag ement incor.1e at all commensurate with the dut i es 

involved ( App. IV) . E ach of these charact eri stic s  of the management-reward can 

be attribut ed to the type of production co sts paid by the sharemilker . In t he 

main , they are variabl e  co sts and can be adjusted, within limit s ,  to a scal e of 

production. Thi s woul d account for the apparent solvency of even the small e st 

output clas s e s .  The co s t s  do , how·ever , include the large fixed cost i t ern  o f  

t h e  share-milker ' s own labour and, i n  some cases ,  the relatively fixed o r  stable 

cos t s  of capi tal maintenance .  The influence o f  these i s  such as to cause 

cons iderable dis economi es with small scale product ion . The management-reward 

therefore , increases rapidly with increases in product ion up to about 19 , 000 lbs .  

B . F . Above that level of production the large variable costs of labour appar-

ently t ends t o  reduc e any economy of scal e .  The graph, as a re sult , t ends t o  

flat t en out .  Neverthele s s ,  caution i s  necessary in int erpreting thi s graph as 

there is a definite pauCity of H ems in the higher classes . 

(b ) l\ .. ianagement-reward per 0\.)0 lb s .  B . F . in relat ion to t ot al output (000 lbs . ) 
As would b e  expected from the above , it i s  very difficult to detect any 

significant increas e  in the management-reward per 000 lb s .  B . F . when the total 

output increas e s .  The graph, .? 5. , of the management-reward per 000 lbs .  B . F . 

shows some slight increase over the output rang e 5 ,000 lbs . to 20 , 999 lb s .  B . F . , 

but t hi s  is no t nearly so 1narked as the increase in the corresponding farm owner 

graph. For outputs above the 19 ,000 to 20 , 999 lb s .  clas s ,  there is apparently 

no increase in the management reward per 000 lbs .  B . F . The management reward 

p er 000 lb s .  B . F . may not increase beyond thi s  output rang e ,  but as it is a 

positive amount it do es mean that the sharemilker who is responsible for t he 

work of a larger output doe s  g et an increasing absolut e amount of manag ement 

reward. Below 19 ,000 lb s .  B . F . an increase of output means both more manag ement 

reward per 000 lbs . and more uni t s  of 000 lbs .  so that the management reward i s  

increasing at a faster proportionate rat e than is output it self. 
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I f  all t he costs were truly variable the management p er 000 lbs .  B . F . would 

be no greater for an output of 30 , 000 lb s .  than for one of 6 ,000 lbs . That the 

management reward is greater at the higher output levels is due to the c ombination 

of 1/2 , l/ 3 and l/ 4 shares in the one graph. Secondly, it is due to the lowering 

of t he fixed cost s ,  such a s  the sharemil ker ' s  own l abour ,  per 000 lb s .  B . F . as 

output increases . I t  i s  probable t hat , whil e  increasing returns due t o  the fixed 

cost s are b eing gained all the t ime , dimini shing returns due to the variable cost s  

set in a t  about the 9 , 000 lbs. out put l evel . At thi s stage t he f irst full time 

labour unit ,  the large fixed c ost of the sharemilkers labour will be fully occupied. 

Added labour cost wil l ,  aft er thi s , probably cause the economies of the fixed 

be 
co st to t@€ oppos ed by di s economie s  due to the variable costs over the output range 

of 9 , 000 lbs. to 20 , 999 lbs . B. F . At the latt er point they appear to be e qual in 

effect on the management rBvard. Above the output of about 20 ,000 lbs . to 21 ,000 lb� 

decreasing returns ( or increas ing cos t s  of the variabl e  factors ) appear to be a more 

important ir�luence on t he management reward per farm than do increasing returns , 

( or cl ecreasing costs of the fixed factors ) . The nett effect i s  that the management 

reward per farm increases at a slower rat e  per class int erval increase in total 

production. 

A compari son between groups of sharemilker� which i s  based on their management 

r eward , is a comparison of incomes aft er several co st s ,  which are not normally 

paid out co st s , have b een deduct ed. In actual practice a share-mi lking family 

for i t s  labour and capi t al inve st eel ,  '.l.l' i ncome consi derably higher than that 

indicat ed by the preceeding analys e s .  The earnings o f  the family, a s  a working 

unit , include the wages received for their own labour , plus int erest on any capital 

invest ed, in addi t ion to that income which has be en styled the management reward. 

Henc e ,  if �vo sharemilkers receive t he same management-reward , the sharemilker with 

the larger family ana/or t he larger capital investment will receive the larger 

family income . 

During t he 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 l abour was ,  furthermore , divided into over 16 and under 16 

years of age groups . The l att er group was defined as family help and the former 
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as real wage earners . No data was c ol lected conc erning tho s e  over ?, l  or under 

21 years of age .  I n  graph 2.6 . . the members o f  the family , other than the wife , 

over s ixteen years of ag e ,  have been cla ssifi ed as wage earners and hence as 

non-family labour . They are merely employees who happened to be memb ers of the 

family. On the same graph , however , i s  plott ed the income accruing to all the 

memb er s  of the sharemi lker ' s family. The heavy l ine graph appli es to t he share­

milker , his wife and all ot!1er immediate family labour irrespect ive of its age .  

I t  repr esent s the earnings o f  labour other than the non-family employees and other 

than the farm owner ' s labour earning s .  

The earnings per farm o f  thi s family group are very oft en more than £273 

greater than the sharemi lker ' s  management reward and ,  furthermore , increas ed 

directly with any increase in the scale of product :i_on. The se earnings represent 

th e maximum rate ( if taxes , living expenses etc . are deduct ed) at which the 

sharemilker and the memb ers of hi s farni ly could accumulat e capital if they all 

de sired to invest , say ,  in a farm . If the average earnings of the family member s ,  

other than the wif e ,  over sixt een year s of age, are deducted from each clas s ,  

the balance represent s the corrected family income . This income is indicat ed by 

the dot t ed l ines through the class int ervals in the cases where there were " family 

employees" over sixt een years of age . In t he remaining class int ervals the 

correct ed family income is the same as the income for all the members of the family. 

The corr ected family incon1e curve , unlike the heavy line curve , while r epres enting 

a greater incorne than the management reward curve , t ends to fo llow the same shape 

as the management reward curve. If the scarcity of it ems in the higher output 

classes is borne in mind, the graph appears to indicate that after about the 

23 ,000 lb s . to 24, 999 lbs . B . F . output i s  reached, the family per farm shows very 

l itt l e ,  if any , increa s e .  That i s ,  above this output some o f  the family labour 

is earning l e s s  than its transfer earning s .  It i s  qui te probab l e ,  however , that 

thi s finding i s  in error , because of the scarcity of items in each of the higher 

output c la ss e s . 

It do es appear clear , however , that : -

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

management r eward. Thi s is due to the int ensive use of family labour on 

sharemilk:Lng farms . 
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(b)  The larger family o n  the larger farm receive s generally, a higher income 

per farm than the small family on the small farm. 

however , earn a greater income per family member .  

They may not , 

The larger income 

is due ,  no doubt , to the economies of labour ut ilisation on the larger 

farms . Other writers , especially Hamilton and The Dairy Industry 

Corrunission, refer to the higher output per labour unit , and consequently 

the greater efficiency of labour on larger size farms . 
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P A R  '.l' III 

S E C T I O N VI 

( a) A Comparison of Shc'lre -mi ll�inp; farms with O·wner-mano.p;er farms : 

In this comparis on of the s hare -mi lking farms s urveyed with owner-manager 

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

is t ics . Furthermore , the at tempt has been made to confine the comparison in 

as many ins tances as pos s ib le , to the area under survey. Where this was not 

pos s ible the comparison was confined to farms s ituated in the Auckland land 

district . The confining of the comparison to a relative ly restricted area ,  

however, introduces an error into the results . The error is due to the 

inclus ion ,  by those who compile the Agri cultural and Pas toral statis t i cs ,  of 

share -milking and tenant farm dat a in the s am.e avera.ees and summaries as 

owner-manager farms . 

The comparison is therefore really be tween a s ample of share-milking farms 

and a populatioJ\ made up of owner-manaser , tenant and share-milking farms . The 

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

of tenant and s hare-milkine farms in the Auckland, espe ci al ly the Waikato , area.. 

If the error , however , is accepted, the data in this s ecti on does place the 

share -milldn.g farm s ample in re lief against a background of the populat ion from 

whi ch it was drawn. 

Tab le A: Comparison of Share -mi lldng fa_-rms with Owner-manager farms : 

Variable Source of Informat ion 

s;tr farms Owner-manager farms 
Present 

Govt . Stat . N. Z . D. B . 
S urvey Doig ( 3) ( 2) ( 17) 

Effect ive herd s i ze 90 . 0 58. 8 - 53. 8 

Effe ct ive area ( acres) 137 . 6 105 . 53 91  -

Cows per lOO acres 65 . 9 - - -

Product ion per cow( lbs ) 206 . 7 - - 190. 5 

Product ion per farm( lbs) 18,713 - - 10 , 250 

Dairy Ind-
ustry Comm 

��� 
*117. 9 

* 54. 1 

-

-

I t  is not indicated whether this refers t o  the effect ive or the total area . 

The date relating to herd s i ze ,  product ion per cow and per farm, has been 
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derived from informat ion supplied by the Hew Zealand Dairy Board ( 17) . 'rhis 

Board provided the data upon receipt of the necess ary authoris at ion from the 

Dairy Companies s ituated in the area of the s urvey. 

as it was their des ire to remain anonymous . 

They have not been named 

Herd S i ze :  

In Sect ion III i t  was shovm that the mean effect ive s i ze of the 126 herds 

in the s ample surveyed was 90 cows . The average effect ive s i ze of the 5066 

herds ( 17) located in the area of the pres ent s urvey was , for the seas on under 

review, 53 . 8 cows . This corres ponds very clos e ly to the average herd s ize 

of Do ig ' s s ample ( 3) of 413 herds . The averas e s i ze in this case was 58. 8 cows . 

F igures compi led by the Department of Acricult ure for the Dairy Indus try 

Commiss ion in 1934 ( 13) indicate that there is some range abo ut these means . 

The Commiss ion ' s data ( 13) , when class ified by loca li ty, is as follows : 

N orthern Waika to 

Mid Waikato 

Eas t  W aika to 

48. 0 cows 

63. 6 cows 

81.7 cows 

Weighted mean 64. 6 cows . 

Whi chever s e t  of dat a is us ed for the comparison, the di fference in herd 

s ize be tween the share -milking farms of the pres ent s urvey and o ther dairy farms 

is quite cons iderab le . 

� Area: 

The mean effect ive area of the share-mi1kine; farms s urveyed was 137. 6 acres . 

It was not pos s ib le to get the average effective Grea of a ll the farms in the 

locality nnder survey, but s ome comparat ive dat a has been drawn from Doig ( 3) ,  

the Gov ' t .  Stat ist ician ( 2) and the Report of the Dairy Industry Commission ( 13) . 

The average total area of Doig ' s  ( o) sample was 130 . 48 acres and the 

average effect ive 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 o f  the farms s urveyed for the Dairy Indus try Commis s ion ( 13) was , 

by locality, as follovrs : 

Northern Waika to 

Mid VI aikato 

Eas t Waikato 
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99 . 2 acres 

120 . 4 acres 

132 . 8 a cres 

Weighted mean, 117. 9 acres . 



This latter set of data, however, may refer to either the average total 

area or the average effective �rea. It  is not stated to which it applies in 

Table 20E ( 13) . If the figures apply to the average total area, then the 

difference in area between share-milking farms and othe r dairy farms will be 

even more marked. 

Cows Carried per lOO acres : 

The cows carried per lOO acres on the share-miJJdne farms surveyed were 

61, 64 and 68 for the l/4, l/3 and l/2 share groups res1�ctively (Table 4) . 

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

Industry Commiss ion ( 13) were as follows : 

Northern Uaikato 48. 3 cows 

Mid ','{ailcato 5 2. 8 covrs 

East \'faikato 6 1. 5 cows 

Vfeighted mean, 54. 1 cows . 

It  is probab le , however, that these figures refer to the number of covm 

carried per total lOO acres and not per effect ive lOO acres . If this is so,  

then the disparity between the t¥ro sets of figures should not be as great as 

shovm in this section. 

Product ion per Cmy 
I 

I 

The average produ4tion per cow for the farms under survey was 206. 7 lbs . 

This was somewhat hi.c;her than the product ion in the s ame season on the sample 

of 5066 dairy farms ( 17) located in the s ame area . The average effective 

product ion per cow on t he s e  farms was 190. 5 lbs .  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 s amples are large , the difference will be s ignificant . The New 

Zealand Dairy Board, in the Report for the 1945/46 season , estimated that the 

average effective product ion per cow in the Horth Is land vms 190 . 6 lbs . B . F. ,  

and that for the Dominion it was 186 lbs . 

Production rer: .�: 

Corresponding ¥rith the larger herd size on share-miJJcing farms , as compared 

vrith other dairy farms , is the much gre ater 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 lbs . 

Effect of the autumn dro��ht in 1946 : 

Both the per cow o.nd per farm output figures above refer to the s ame 

period and to approximately the s ame locality. It can be expected, therefore , 

that t he  effect of the droueht will have been s irn:ilar in both s amples . If 

this is so , it would appear that the tot al butterfat product ion on share -milking 

farms is ne arly doub le that of other dai ry farms . The per cow production , 

however, whi le probab ly being s ignifi cantly hieher, does not appear to be 

markedly different . 

(b) A Comparison of N ew Ze aland Share-milldnp; t enancies with overs eas share 
t enancies : 

There are three main differences between share-farming in N ew Zealand 

and share-farming in overseas countries . Each of these di fferences reflects 

to the advantage of the N ew Zealand sys t em . 

Firs t ly, in New Z ealand , as in Aus tralia , share-farming is confined to 

dairy fazming . In Europe and on the North American Continent it is found in 

as so ciat ion va th both cropping and divers ified farming , as we ll as with dairying . 

As a result of b e ing confined t o  a [;ras s land system of farming , share-farming 

in New Zealand does not suffer from the great risk of s oil fert ility deplet ion 

common to many overseas share tenancies . The deplet ion of the fixed as sets on 

New Zealand farms is , therefore , much less marked , even vri th short tenancies , 

than in the principal overseas share groups . 

S econdly, t he tendency overs eas , and in the U . S . A . in part icular, is for 

share-farming to be as sociated vrith the poorer s oi l  fertility areas ( 18, 19) . 

In New Zealand, on the o ther hand, share -farming (milking) is found on land 

that is j us t  as fert i le and j us t  as valuable as that farmed by any other tenure 

group. 

Thirdly, in the U. S . A. and Europe , s hare -farming is found in associat ion 

wi th units that tend towards the small s i ze ( 19) . In New Zealand, however, the 

reverse is the case . 

The s e cond and third of t hese differences are the mos t important in the short 

run. The firs t one will , hov1ever, exert jus t  as important an e ffect in the 

long run. 

Share farming , apart from .Aus tralas ia , is found in France , I taly, Portugal, 

the Danub ian S tates , the U. S . A. and parts of the Far East . Of these countries 
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France a nd the United Sta te s have provi�ed most · of the subject material for 
published work s .  In the TJ . ... ; . "'� • s ha re tenancy wa s ,  in 1920 (20) , more conmon 

than cash t enancy. There -He re a t  thR t t ime 1 , son , 634 tenants who pa id their 

rental either wholly or partly in the form of a share of the produce or proceeds 

there from. There �-e re only 585 , 0 )5 tena r:ts �..-ho, a t  that t ime ,  pa id a fixed 

ca sh rental. By 1935 the number of tenant fa rmers ha d increa sed to 2 , 865 , 155 , 

or to 42 pe rcent of the to ta l numbe r of fa n1 fa�i: ies 24) . The number of 

share tenants ha s  l ikewise increa sPd , The four common systems of s ha re-farming 

in the U. E: . A . (20) , i'rhen tl-1f cla s s ifica t ion is base i U:DOn the s hare rece ived 

by the land lord , a re a s  foll o-.vs : 

(a ) The one -fourth syste:n : Thi s  :i s  found on the We s tern edge of the 

whea t re gion. 

(b) The one-third system : This sys tem i s  very common throughout the 

U . S . A . , wi th the excep t ion of the high and value regions of the 

North Centra l Sta te s . 

(c ) The two-fifths sys tem : In the Co�n 3el t  the 2/5 sys tem ha s been an 

intermedia te s tage in the rise of shere rents from a third to half 

of the crop. 

(d ) The half-share sys tem :  This i s  found i n  all pa rts of the U. S . A .  

I t  is the rincipal sha re tenancy of the c o t ton and tobacco regions 

of the South. 

(e ) The �No-thirds sys tem : This sys tem is not very common in the Uni ted 

S ta te s . It is , ho-Never , +he nea res t approa ch to w'ha t is called the 

third-share sys te!r. in New Z e a 1 and , for the landlord supplies everything 

but the labour for curr�nt opera tions. 

In France the sha re or ne tayer system is , a t  bes � s ta tiona ry (19). It is , 

howeve r , the opinion tha t the sy stem ha s resul ted in improved a gricultural 

pra c tices in the Depa rtments �here th is fen� of tenure outnumbers ordinary 

lea ses . The divis ion of the procee l "  in tl:is syc tem has been well es tablished 

by custom, even dcvm to the T"linute s t  deta ils. The most f're uent le th of 

tenancy gra n ted to the metayer used to be one yea r , but it would appear that 

there is a tendency now for the period of occupancy to be six or even ten yea rs .  

I n  the U . S . A . , o n  the o the r han d , �he averRge length of occupancy o n  all 
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tenant fa rms (sha re and ca sh) -;:: s fc• lr y,:;2 c:-c: in the 1 9'/ 0s (22 ) . 

Vogt (22 ) s ta tes tha t the "incre B se i :r  ter:ant fa rminz , including sha re -

fa rming , ha s be en mos t  ma rked i n  the U. S . A . s ince the middle of the la s t century. 
This , he s ta te s , ha s coincided -.vi-:h the passins of conditions tha t ma de it more 

des irable to take up ne-:r lano rather than rent land a lrea dy :improved by others. 

Tha t is , i t  ha s coincided �vi th the periol of s te adily increa sing land va lues. 

In New Zea land i t  woul d appea r tha t the i11crease in share-milking ha s been mos t  

marked s ince the early 1 920s.  This l)eriod coincided -.,i th the complete 

occupa tion of the Waika -:o ba sin and. -:.'ith the s teady increa se in land va lues 

throughout New Zealand da irying districts. �1rthermore , prior to 1920 there 

had been a pe riod of s tea dily ris ir.c butterfa t prices. This situa tion favoure d 

the use of a sna ll equi ty and lar.::e morteqse for the purchu se of newly opened 

up a reas - e .  g. the 1\'o. ika to. After 1 920 this cc�Yse , � � , due to the l�nered 

butterfa t prices , no t so e a sy to � dopt. As a cons'3quePce res sure was dire c ted 

tovmrds a sys tern of .?nd tenure tL:. t -:ro•Jld open np a :ne-.�, avenue to land 

owne rship. Such en avenue -,-;a s fcur:d. i :!'l '.;�_e " n optirJ:r '.J:: tenancy and share-

tenancy sys teus. 

in i ts use to sha re -fnrminG oversea s . '.::'' ,c. t "->c sys tem provides in oversea s 

count ries todey , A s  -,vel] a c_:  :n Yew ? e a le nd , n :rn.uch more restricted and difficul t 

1·a th to mme rs hip (Sect. IV) i:c r"fcr:::cd to by Eo-.vard. (('\3) . She s ta tes " . . .  a 

sys tem whe rP fino nci:.:-. 1 re sf...;ns ib:.l � ty is dividecJ be t-:-een the owner of the land 

end t he ten.<.mt "!l['y , in ce !.' Lc in respc c "ts_. cons titute a rung in the agricultural 

ladder • . . . . .  :'"'ut ag;: in  :rl th the close r; s_' : •-e l.Ji:::n, C' l' _.;eriod in farming , such 

·ccome a :;>ennane t 

osi tion in -Nhich the sr...a re-fa rrner rerr.aim: nll 'b� . .:; li:.:'e -;v i  thout a ttaining 

ownership. " 



S E C T I C N VI!. 

In the i-ntroduc tory Section it -:ras mentioned. tha t sha re-milking apparently 

origina ted in '�'!ew Zeal&nd towards the cJ c se of th� l a s t  centurJ. From wha t can 

be discovered fron:. ;:;o·Jrce :.., e- t�.·;; ::.· tl,;::n _)u1: li:::hcd ··;crl'::s , it ap:;:ec.rs tha t about the 

turn of the century the share-:miH:er �s c.: f'Ule rece i ve-:1 t-.vcntyfi ve percent of 

the butterfa t Ghec�'.l8 and the sar:e pro)vl'tiol • c:f' the b�r-rroduc t rece ipts. For 

this he did a l2. the ma in-'.:en • :-;c.� ·,•r0rk .--,-f' +he f'3 rnl and -:ra s a lso expected to do 

so::>e clevelopr:!Pr: tt:: l ._.,ork. 

·.vhich they were ·,vor:dne,. 

Coincidenta l  ,d th t he tr-=- n--fcc;r o<' ��he . .  -."l in centre of share-milking to the 

Waika to about the tiDe of t}�e ]. 91' -::!.8 ','/:..: r ,  ·JT;d -:ri th the s ta rt of " ha lf" sha re-

milking (p. 2 ) , there we re two ch:::nce:..; 5.n the U.h"ision of the gross receipts. 

Firs tly , tre s ha re of the butter:'::: t cher_;_·cl�� wP s i!:cred.sed to one third. Secondly , 

the by-product shure ro se 2 l s c  :o one third. ." .-:.:.  the 3 greeme nts between the 

share-milker an.:: the fann-ownAr -:fer<: r:n� ullbject to S ta tutory Regula tion a t  this 

time , the re ·;re re va riations fr0:r:1 f� rm to fe:.rm il" the percentage share division. 

For example the share of the by-product receipts va ried , a s  seen by inspection 

of old contra c ts , :-. e t-.veen c-..:'"' third ?.I' l one ' · " l.f. :JuriU[; this period , and up 

to 1937, the na ture of the a greement .'rn s  governeC. 1 y individual barga ining a nd 

by local custoJll .. 

In 1937, ho-.•:ever, Legisln ti0Y1 (2 5 . , -.vhich defined the minimum percentage of -

returns for sha re -milkers bnd t�c rP- spcctivc respons ibilities of t he farm owner 

an<l the share -wiD;:e r, -,.,.8 s p8 D � I?. d  ir P<1 rli am�nt. This Ac t (25 )  ruled tha t the 

" qua rter" share-rril:cP:r ·.'!a s to r�c'?. i vP ::-- c-. � l � :J s  �han t-Nen-f:yfive percent of the 

da iry c heque other than share -holders " vmus p:.!J"llents . The third share-milker 

was to rece ive no t less than thirty three �! ncl a third percent of the dairy 

che que o the r than sha re bonus payment:c; .  In each c a se thA share-milker wa s  

to receive ha lf the proceeds from the s <>. l e  of b�r-products including half the 

value of ca lves rea red for herd repla cemen�s. 
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The provisions of thi s schedule of s tcndr ' -v>d t erms (25 ) were cla rified and 

slightly amended by an Order (26)  in 1939. A furthe r  Orde r (27) in 1941 made 

a l te ra tions in the procedure to 1)e a dopte d if a rbi tra tion wa s res orted to. 

Neither of these Orders alte red the pe rcentage divis ion of' the re turns or profits. 

By the Share-mill-::ing greP;nentn Or.'le r 10t14 (28 ) , however , the share to be 

received by the share -milker -.va s i:wrea seC. frow t-:ventyf'ive percent ar..d thirty­

thre e  a nd a third percent to twentyfi ve l'c rcent :t>hls ten percent of t;ventyfi ve 

perce nt , a nd t o  th irtythre e a nd E thirli percent plus ten percent of thirtythree 

o nJ a third -i_)e rcent on " c:ua rter" a nd " 1-hirr::" sb=>re-f[l rrns re spe ctive ly. Tha t is 

the sha re s nm·v s tooc :i t  t-Nentysever: ::: r:C:. -� E ]  +> ?Jercent and thirtys ix and t-.vo 

thirds percent. Suchw=� s  tl .:- s i tua tion a t  �:!:.e tiJne to which the da ta collected 

on this survey app�ies. A copy of the Sl1A re-milk:ing Acreernents Order 1944 (28 ) 
is to be foQnd in Appe ndix II. 

Neither the Share -n.::.lking Ag.ceement.:: Let ( �;))  nor any of its amending Orders 

ha s made any provision for half-sha re a 2reement s other than to s ta te tha t  other 

clas se s  of share-nilking agreements may be brou[ht within the scope of the Act 

" if a t  any time the Governor_,......eneral is sa tisfie d . • . •  tha t s ta nda rd terms and 

cond i tions ha ve been agreed to by represent a tive organisa t ions of employe rs a11d 

share-milke rs . . • • •  " 

THE PRESK·lT FORE CF THS s:L.Ulli-}�II.KDTG AGR�.1ENT 

As indica ted by the copy of t!:P Share-milking Agreements Order 1946 (29) 
in Appendix II , the present shares receiveu uy the s ha remilkers are twentynine 

percent and thirtyni:ne percent for " qua rter" n nd " third" sha re agreeiP.ents 

respectively. The clauses rel& tin� to the divin ion of the proceeds from the 

sale of the by-products have rema ined una tered. Furthermore , the " half11 share 

agreement still remains outs ide the s copr; of the Share-nilking Agreements .Act 

(25 ) .  The Court o f  Arbi tra tion , l o;'!eve r, has recon:nr.8Dded , a G the result of 

eviuence pla ced before it in 194-6 (14 ) , Lha t the Minis ter of Labour take such 

s teps a s  a re nece s sa ry to h&ve a stam1P rJ. " l> lf" shn :ce ngreement dra;vn up. 

I t  was mentioned in the previous Dubsection tha t such an agreement can 

only be drawn up if both the em loyers 1 f '1d the sha re-milkers 1 representa tives 

agree upon the clauses. Up till �'Iay of 1947 , how·ever, the employe rs ' 
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organis ation had refused to me et the share-milkers ' representatives on this 

s ubject. They contended that a s tandard agreement c ould not be applied to the 

half share contract . Therefore , unless the parties can be prevai led upon to 

come to conference or the M inister of Labour instructs them by an Order in 

Regulation to do s o ,  the half share aereement will remain outs ide the s cope 

of the Act ( 25) . 

SOME roSSIBLE FUTURE CH.AHGE.S JliT SHARE-M:ILKJNG TENURES 
.AND JN SHARE-M:IIKnm AGREEMENTS .  

The three topics considered under this heading are , firstly, the possible 

out come of the recommendat ion that half-share agreements be brought within the 

s cope of the Share-mi lking Agreements Act , 1937. Secondly, an already evident 

effect and s ome possible future effects of the decision to raise the " third" 

share-milker ' s  share to thirtynine percent . Thirdly, a tentat ively suggested 

agreement that might overcome some of the effects arising out of the se cond 

topi c and out of the sma ll s ize of farm on whi ch share-milking is s ometimes fotmd. 

I t  would appear that there is a decided possib ility that the "half" share 

agreement will be brought within the s cope of the Act ( 25) , despite the 

oppos it ion of the employers ' organisat ion. Furthermore , it would appear that 

there is a likelihood of the share -mi lker ' s share b eing set at s ixty percent 

and not fifty percent . The argument put fonvard in favour of increas ing the 

share to s ixty percent appears to be that as the ''third" share has been raised 

to thirtynine percent , it is only fair to rais e  the " half" share s omewhat in 

order t o  bring the two agreements into line . It is sueges ted, however, on the 

bas is of the present survey (Sect ion V) , that an increase of ten percent would 

be considerably more than sufficient to compens at e the "half" share-milker for 

any increases given to the " third" share-mi lker. On the " half" share-farms 

surveyed s ome three or four share -mi lkers received e ither fiftytwo and a half 

percent , fiftyfive percent or s ixty percent of the dairy cheque . (This was 

not ment ioned in the appropriate section, nor was it s tated that in these 

circumstances the income figures of both the farm-owner and the share-millcer 

have , for analys is purpos es , 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-mi lkers 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 reas onable allow­

ance for stock replacements . 

The immediate effects of rais ing the third share-milker ' s percentage 

receipts to thirtynine percent were twofo ld. On the one hand there was a 

swing aver to " quarter" share-milking by s ome fa:nn-owners . They contended, 

and this view was also held by their Organisat ion, that the t en percent differ­

ence between twentynine percent and thirtynine percent was more than sufficient 

to cover the extra maintenance cos ts associated with " quarter" share-milking . 

This applied part icularly to the farms on which the farm-owner was able and 

willing to do s ome of the maintenance work hims e lf. The other effect was a 

red1.,1ction in the number of farms on which share -mi lldng was pract ised. 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 deve l­

opnent 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-mi llcing 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 thos e us ing such a contract is to utilize s ome type of share agreement 

which is outs ide the s cope of the Share -mi lking Agreements Act of 1937 , and in 

part icular the Share-milking Agreements Order of 1940. The contract , if 

applied, prwides for the weekly payment of some set "Manager ' s wage" . In 

addition the farm owner contracts to pay the milker, or Manager as he may now 

be termed, a bonus equal to the difference between that wage and thirtysix and 

�vo thirds percent of the dairy che que , less the costs normally borne by the 

third share-milker. When this type of contract is us ed, however, the prov-

is ions of the .Agricultural Vforkers ' Act of 1936 have to be observed as the 

removal of the system from the s cope of the Share -milking Agreements Act auto­

matically brings it within the s cope of the former Act . 

In Sect ion V it was pointed out that share -millcing is unprofitable to both 

the farm owner and the share -mi lker when the butterfat output of the fa:nn falls 

below a certain leve l .  I n  this section it ha s  been ment ioned that the recent 
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w. 
increase the " quarter" ani " third" share-milkers ' percentage receipts ( 29) 

had resulted in s ome " third" share -farms changing to " quarter" shares , wage 

labour or ''contract of service" labour. This change , it would appear, without 

accurate and factual dat a ,  tends to be most marked in the larger, higher 

producing and more highly developed farms . It is just this type 9f farm, 

ceteris parib�s , that is most suited to share -mi Dcing , as in these places the 

but terfat production is high e�ough to ade quate ly reward all the factors 

employed. It is tentat ively suggested, therefore , that in order to dis courage 

share-miDcing on the smaller output farms and to encourage it on the more 

highly product ive farms , some sys tem based upon a graduated s cale of payments 

. could be adopted. 

Under these circumstances the s cale 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 product ion are retained, and 

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

quate ly compens ates him for the extra managerial dut ies involved in 

large unit product ion. 

The full implicat ions of the foregoing proposal are too many to be adequate ly 

covered by an analys is . of this nature . It is likely, however, that if a 

method such as this could be fully deve loped, it would be poss ib le to introduce 

some degree of flexib i lity into the present in:f'lexible share-farming system. 

There in, it is contended , would lie its greates t merit . 

- 73 -



S E C T I 0 N VIII . 

SUMMARY 1\.ND COITCLUSIONS . 

A survey of a number of dairy farms , on which share-milkers were employed, 

out was carried in the count ies of Franklin, Raglan, Waipa , Piako , Waikato ,  

Matamat a and Otorohanga, during the period mid November to mid March, 1940-47. 

Information was collected from a number of farm-owners and share-mi llcers 

concerning the size of , the product ion on and the capital invested in these 

farms . Furthermore , data was collected relating to the nature of labour 

uti lisation on the farms as we ll as to s ome of the factors influencing the 

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

capital invested. 

As a result of the analys is of the data collected, the following points 

became evident . 

( 1) The " third" share -farms were s ignifi cant ly larger than the " half" 

share�farms and the former carried herds that were significant ly 

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 11 quarter" share-farms . 

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

than on the half share-farms , but there appeared to be no s ignificant 

difference be tween the two groups in respect to average product ion 

per acre . 

( 4) The amount of capital invested in the farms was s een to be dependant 

upon three factors . 

i) The nature of the contract . 

ii) The nature of the s upply. 

iii) The year in which the farms were purchased and upon the 

average Dominion butterfat payout in the years immediate ly 

preceeding the date of purchase . 
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( 5) The level of the farm ovmer ' s capit al indebtedness in 1947 was found 

to be dependent primari ly upon the number of years that the farm had 

been owned and only secondari ly upon the general leve l of prices at 

the t ime the farm was purchased. The amount of the share-milker ' s  

capit al indebtedness was s een to depend upon the nature of the con-

tract . No " third" share-mi lker had a bus iness mortgage , and of the 

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

( 6) The labour ut i lised on these share-mi lking farms had certain definit e 

characteristics \v.hich differentiated it from labour utilised oh 

owner-manager farms . 

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

i i) As a result of ( i) there was a very high degree of family labour 

ut i lisat ion. 

i i i) There was a high output of butterfat per labour unit (both shed 

units and full t ime 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 t ime on the farms . Whe ther or not the farm owner did 

work on the farms was large ly dependent upon the contract in 

operat ion on the farm. 

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

appear to be s ignificant ly affected by e ither the nature of the s upply 

or the nature of the contract . Nor was it s ignificant ly affected 

by the farm-mvner be ing a res ident or non-resident landlord. Similarly, 

neither the number of farms ovrned nor the date of purchase of the 

farm s urveyed had any s ignificant effect upon the management -reward 

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

lbs .  B . F . ,  however, were cons iderably affected by the s ize of the 

total farm output . 

( 8) The management -reward of the share-mi lker per 000 lbs . B . F. did not 

appear to be s ignificant ly influenced by the nature of either the 

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

had been in occupation on the property surveyed apparent ly had no 

uniform effect upon his management-reward . The survey, however, 
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excluded the ye arly migrants and it may be formd that these vJOuld 

have a lower management -revrord than share-millcers who stay for at 

least two seas ons on the same farm. As with the farm-owner, the 

management reward of the share-mi lker p�r farm and per 000 lbs . B . F. 

was cons iderably affected by the s i ze of the total farm output . 

( 9) It would appear that the recent increase in the percentage share of 

· the " third" and " quarter" share-millcers has caused some reduction 

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

( 10) In order to counter the effect o f  ( 9) above it would appear that 

there is a need for the " indus try" to adopt a more flexible type of 

agreement . Furthermore , in order to counter the s ociological, 

but not neces sari ly economic , effects of short tenures and annual 

migrat ions , there appears to be a necessity for the adoption of 

s ome form of agreement that encourages stabi lity and harmony in 

employer-employee relat ionships . 
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£4 7 p er acre 

£ £ I ac re 

£ £ I ac re 

C ::J. p i  t a l impl·ov et11 e�1 t s  £ 1;:::00 
( a J  
( b )  
( c )  
\ d )  

CLtc� oun t o (  1; ortgc.q e £2400 m ortg ag e e Bank 
I':l l e  o f  i n t er e s G on mortg age at 4i% 

1 4 . Re turn s ( a l 
( b ) 
( c J 
� ci ) 
( e )  

( f )  
( � )  ( h J  
( i ) 
( j j 

i1J 9 
( e ;  
( f )  
( :s )  

ov e rd r�� t £ at % int e r e st 
t o tal  o f  e �u i ty c up i t 1:1l £5400 
t o t.::1l o r' c on t r o l le d  c a.p i  tal £ 7 8 00 

bu tt e r1' 9.t 1�}60 6 l l>s.  
L 1 6 0 6  

p i g s  £100 
c a lv e s  �o0 . 1 0 . 0 
pro uu o e .L 
o the r s t ock ( i ; sne ep 

( i i J  p e o i ;sree  
( iii  J c u l l s  

pa.ym e n  t i n  kin d  
fij) V <;i. l u e  of' t .cu c K  ( wh e 1' e  
h e i f ers 
bu l l s  
t own supply 

3har e 
£ 10 1 6  

share £ 5 0  n e t t  
share £ 15 . 5 . 0 

£ 
£ 

s t oc K  £. 
£ 52 
£ 5 

c.1.pp lic abl e £ 

£ 
£ 
.c 

15. Working c os t s ( a ; laoour c o s t s  � o t h e r  tnon sh �re m i lker ) 

l11 a l e  F en1 ,-J. l e  lfage s K e ep Tim e  w orking 

( a ) P erman en t £ - £ -

( b ) C <:1SU a l  t w o  £47 £ - bu l ld o z ing 
harv e s t ing 

( c J own lliour ( i J 
( i i )  

m i lking 
main t ena.nc e £27 
( b ;  l�.anure & s e e d  supp l em en t -

ury c r op s £ 
( c J  p i gs £ 

.. " 



- i:::. -

( d J  s L e d  ( i J :-: p o..ver an d  ;:' ue l 
f o r wa ter 

£o . o . o 

( i i J  snove l s  an d r J p e s  .£: ( in R&M J  
( e J Wel t e r  :_J u:np i n 3  £8 . 15 . 0 -
( f )  w�nure & l i m e ( f or m � in t en ­

an.c e 
t ::O  drov in� 
( h ;  i n � ur �n c e ( i l  f i r e  

( i i ;  ac c i d en t  
( i ) 2/ o b e n z i n �.:: , o i l & runn i n g  

c :::. s t s 
�j, .  v a :::..u e  o f  tru ck 
10 , v a l u e  or im p l e:.:J en ts 

( j ; ou tsraz in·g 
( k ) c a� t �] t t o  f ct c t ory 
( l ; s t ock l' o oc ..:! :':d r.1 e d i c in e  
( rn J h e r d  te s t i n :s 
( n J  sunc1 ry i' .l. r:.1 c o .s t s  

£ 165 . 0 . 0 
£2 . 10 . 0 
£ ) 
£ ) 10 . 6 . 6 

£ 
£ 
£ 
£ 
£ 
£25 . 5 . 0 
£ 16 . 7 . 6 
£ 11 · 0 . 0 

( o  J f e nc i n ;  c o s t s ( i  .. a t e r L t l  
-9..'1d I o r  i. a rJ O u r  J £ ( i n R & M )  

( p )  p e d igree s t o ck ( e xt r a  c o st J  £ 
( q J ra t e s � ) 4  0 o ( r J  Lmu t ax .£ ) 4 • • 

( s )  Li in t e n :m c  e 
( i ) s t o cK ( o� l l s , d eath , 

c � l f l' e ·; r· in _� J 
( i i J  8l O J S · � pi � � e r i es 

( i i i J imp l em en t s 
l iv )  p l :�,n t  

( v 1 t r·u ck 
( v i ;  tro.c t or 

( v i i J  r o�a s l l e 0 s  l a oour J 
( t J  d epre c i � L i on 

( i )  o lu � s . a p i �z e r i e s  
( i i ; imp l e:u en t s  & Pl :ill t 

l i i i J t .f· J.c L Ol' 
( iv ;  t ru c kf w�J � On 

( v ;  t r• ctv e l l i n ,:s  

£47 . 0 . 0 
£ ) 
£ ) 
£ ) . 
£ ) 10 5 . 10 . 0 
£ 
£ 
£ 15 - 0 . 0 
£ 16 . 0 . 0 
t -
£ -
£ 15 · 10 . 0 

!,a ) La oour c o s t s ( i J  t o  sha-re 1H l ll€r( o t ner t r1::tn 
c on t ra c t  sr1:J.I' e J  £ 

£4 9 . o . c \ i i  J o t r1 e r  

l 0 )  /o r.c dn·J'  c o s t s l :J. J i n t e 1· e s t ·-) ( b ) ·� e � e r a l  
£ 10 8 . o . 0 
£22 7 . 10 . 0 

( c )  W ai n t e n an c e  l i J  s t oc K  £4 7 . 0 . 0 
� i i ) p Lin t u.n u iuq ) l eme nt s ,  ou i lrJ -

i n �� .; , r·o ad s , t i'1 i Ck , t r.:ic tor £ 10 5 . 10 . 0 

( d )  Depr e c i d t i o n � i J uu i lu in � s  
l i i  J p l un l  ;:..n d  i mp l eu e n t s  

l i i i ) c l , � t t e l s ,  t .r u c k  tr:J. c t or 

( e ) 3 en era l ( i J ra t e s  
( i i J  land t :::l.x 

T o t ed re v en u e  

Di sp o sa b le i n c  Jill e 

r ot i:il 

£ J 
£ ) 3 1 . 0 . 0 
£ ) 
£ � 44 . 0 . 0 £ 

£6 1;::; . 0 . 0 

£1 1;5 8 . o . 0 



- ..) -

le s s  ( i J  p e r s on � l  lu o our r e ward 
l i i J  int e r e s t  on e �ui ty c �p i t�l  

:5ur·p l u s  t o  manag e1n ent 

Pur e  p r ofi t 

.L 2 7  
£2 ? 0  

£ 3 0  ( S e e  App. IV ) 

£19 9  ( Se e  App . IV ) 

Int er e s t  on e -1u i t y  c api t C:l l  i nv e s t;n e n t  ( £2� 'zl l 2 7 0 )  = 

T--_ i s  f i ::_; u re i n 8 l u d e s t h e  tru e e g,rn i n ; s o .I"  m anag emen t 

' 
·"' 



SH AHE lv, I lK Eli. 

1 ·  N atur e of c on t r a.c t 1/ 0 s r w . r e  

G • N ature o (  supply Jut t er 

"-J o . 2 B 

.J •  S i z e o f  f .:.J.I'l � a '  total 1 4 J  ac r e s  ( b J  e r r ec t i v e  d u i ry i ng 
13 5 ac r e s  

l c J de v o t ed t o  ot her u se 
- a c r e s  

.l�um oe r o f  c o ws !.n i lke o l a J n i ;s h t  o f  1 5th J an  
l b J e f f e c L iv e  num oer 

? � . 1 

7 5  
7 5  X 1. 055 -

5. Length o ;_· t it.,e on fa.nn 2 y ec;.r· s 
6 . C api t � l  i n v e s thlen t ( a ; h e r d  .L o S  

l o J t .... ·u c kj c ar l3 
l c J L"�; l em en t s  £ 
( d ;  am o un t  o f  mor t�age £ - m ortgag e e  
( e J r u.  t e :J �, i n t e r e s t  o n  i110r tgag e  

:::t t i'- £ 
� f J ov e rd r a f t  £ � - � int e re s t  £ 
( :S J  e s t im :J t e cJ  V ..J _._U e o _· s har emi lke r s  

e 1u i t :J  t o ao.y £ 

7 . fi e t u r n s  ( a J ou t t e r· f 9.t 1 ':1}? J b l l>s 
.£ 16 0 .?  

snu.r e 
£5 8 ?  

s . Yo rk in ..)' 

{ b J  p i g s  LlOO shi.l.r e £50 ( ne t t ) 
( c J  c � lv e s  .L - s ha r·e f..!.J7 l i n e  lud e s paym ent 

for c a l f  r ear ing ) 
l d ;  prouu c e  t -
( � ;  o the r s t o ck ( i ;  sne ep £ 

� i i ; �)e o i  � r e e  s t o ck  t 
( i i i J  c u l l s  £ 

{ f ) c a s u a l  l : bou� £ 
l ·,s J  \ i J  5·· - t rucl'- a e p r e c i :1 t ion £ 

· l i i  J 16s p L .n t  ::n o imp le -
ment s supp l i ed � 

l h J  paym ent i n  k i n o  £75 
( i J t own s upp l.f ...._ 

c os t s  ( a  j 
l b }  

D i J" s  - ...) 
s�� e d  ( i }  ru o b er N ar e  

( i i J bu c r-- e t s  eind bru sh 
w::;.re 

( i i i  I mi lkin::s 
( iV J  wa t e r  h e a t  i n �  ( 2 )  

( c }  f en c e  .;1U. i n L e ni.l.n C e 
( d ) in su.:. :..inc e  ( i I I' i r e  

l i i } ac c i o e :-:t 

£ 
£ 

£ 
£ 
£ 

.£ 
£ 
.L 

( e ;  1/ .j b en z i n e , o i  1 .';i.l1Q runn ing 
c os t s  £ 

l f J 51c d ep1· ec  i at., l on £ 
( f )  whi t e wa s n  0 1' s r1ed f. 
( )' ) wa.t e .r- pu:up i n  .s 50 / 50 £ .:> 
\ h )  d e  r· e c i a t i on on imp l eu e:n t a. na 

1. i }  i!n p tl: emEltl t s  t •  - � )·o .e ..... 
l i i  I p L m L • '  - � �� £ ...._ 

( i i i )  t r·u c K  ...: + � r .D 
p .... 

( i V )  t .c1.1c t or .:... - � ' "  £ 
I 

\ U  re p:J.i r s ;.;,nu . :u in t e nCJ.:l C  e 
\ i ) h e l' <i r eP l <J. C e J e n t  

,, 
( i i J  iup l E;tll en t 8 £ 

\ i i i } p l ·..�. n t  £ 
� iv J  t ru c k £ 

\ V  J t r �c t or £ 

s e e  T & M .L 

s e e  R & i ) 26 . 10 . 0 
) 
) 1· 0 .  0 

p l s.n t  

) 
) ) 24. 7 . 1 
) 



- 2 -

ou t :Sraz in :s 
s e e d s an d m anu1.· e  
sund r i e s  
c ar ta·_; e 

£ 
f.. 
£5 . 10 . 0 

l j ) 
( k 1 
l l )  
( lll ) 
( n )  
( 0 )  
l p )  

s t o c k  f o oJ �n d m e d i c i n e  
c ar ( ta x  a l l o N�n c e ;  
h e rd t e s  t in .� 

£ 
£12· 10. 0 f.. 

9 .  Labour ( i !  f am i ly 

11. a l e  

c � ; Una e r  .L.6 

( b ) o v e r  16 

l i i ) n on - f am i ly 

lv1 a l e  

( a J  p e rma.n e nt 

( b ) c <:.�.s ua l 
l/ 6 s t wo 

2 s 

( a J �a.in t en anc e ( i J s t o c k  

1:tte: l t  Ci le 

'li .c' e 

i"e1wJl e 

Va ·-se s 
n � 

i.:o� 

'/a.; e s 

.L 

£8 

f:. 

l i i  J p Lm  t and imp l em en t s  

( b J  D epre c i a t i on ( i ;  p lant and imp l em ent s 
( c J  Laoour c o s t s  

l i J i n  t e r e; a t  

( d J  Vo1.··ki n ::r c oat s l i J ,� en eral 

T o ta l  r e v en u e  

D i sp o s a. o l e  i n c om e  

Le s s  ( i i o e r son i:i. l l c_ uour r e w i:.lrci 
( ii 1 int ere s t  on e ,:;u i tJ c ··;.p i "L c;, l  

Surp lu s to mu.m.J. :s e:1. ent 

Pmr e p r ol' i t 

J\. eep Time wo rking 

£ 

£ l'·d lking 
4 hr s .  p er d ay 

Ke ep Time working 

£ 

.c 

£ 

- harv e s t ing 

-

£ 
£24 . 10 . 0 

£ 
£6 0 . J . O 
.t 

£4<:::; . 10 . 0 

.L G;::;;::; . o . o 

£2 7 ,6 . 0 . 0 

• ,  

£ 2 . 0 . 0 � 5� on£38 

£3 47 . 0 . 0 

£ 10 . 0 . 0 ( S e e  App. 
IV ) 

£337 . 0 . 0 ( tt " ) . 

... 
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Serial Number 1944/ 146 

THE SHARE-MILKING AGREEMENTS ORDER 1944 

C. L. N. NEW ALL, Governor-General 

ORDER IN COUNCIL 

At the Government House at Wellington, this 1 1 th day of 
October, 1944 

Present : 
His ExcELLENCY THE G ovERNOR-GENERAL IN 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 th e terms and conditions set out in the Schedule to the Share­
mil1cing Agreements Order 1939,* as amended by the Share-milking 
Agreements Order 1 939, A mendment No. It, and the substitutio.n __ _ 

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 :-

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

11 . 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. 

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

SCHEDULE 
STANDARD TERMS AND CONniTIONS OF SnARE·MlLKlNO Ao&EEl\IENT (APl'LICAhLE 

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' IN DUSTRIAL UNION OF '.YORKERS 

Conditions of RmJ>loyment for 8hare-rnillrers 
l .  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. t Stat.utory Regulations 1 941, Serial number 1941/155, page 501. 



2 Share-milking Agreements Order 1944 [1944/146 
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 33! 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. H the farm-owner provides an efficient bull paddock the share-milker 
shall undertake care and custody of the bull or buliB and othe.r 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 thA share-milker buys in as gradeJl, 

6. Calvf's r ared 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 ior 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. 

S.· r oth parties shall pay eq ually 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 acco�ding 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. 'l'h.£. share-11' :lkN· 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. 

1 1 . (a) The farm-owner shall provide all implements, plant, and equipment 
--- -ror the efficient w.orking of the farm except where the share-milker a�ees 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 tha _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. The farm-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. 

1 5. 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 



1 944/146] Share-milking Agreements Order 1944 3 
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 &hare-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 aut the work. In the event of any dispute 
r!"garding the matters cont�tined in this clause, the matter shall be referred to 
arbitration. 

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

1 9. The arlriitional labour required for hay and ensilage making for the 
herd shall b£- pn.J\ " • 11 · •y the share-milker and fftrrn-owner equaJiy. 

:W. The farm -owner shall provide adequate water for stock, sheds, and house­
hold purposes. \\'h<'re satisfactory drinking-water for domestic use cannot be 
obtained from other sources, sufficient tank accommodation for the collection of 
rain-water shall be made ava ila ble at the house of the share-milker. The farm­
owner shall pay actual <·ost of power for pumping water for stock, sheds, and 
housl·hold purposes. 

21 .  Except as hereafter provided, fences, drains, and hedges to be maintained 
in a oatisfactory 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 su bdivision fences 
shall be erected and paid for by the farm-owner who shall supply all thepecessary 
material. \Vhere drains exceed a length of I 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 dr�in 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 slHdl 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 - - -­

wi t h  .. n• grading of milk and cream e x cept 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 US'"'] hy 'harl'-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 sharl'-milker. A su it.ab!C' locker shall be installed in a convenient 
place. 

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-mi l ker 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 cas<·s 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 lavawry accommodation within 
reasonable distance of the mil king-slwds .  

:!8.  N o  additional stock (ex cept replacement stock up t o  2 5  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 kiJJing purposes. 

29. Milking must be efficiently carriPd out, and the farm-workers shall be 
competent, Lut the number and sex to be employed shaJJ 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 ; 
settlemen.t to be made within three clays of receipt of money by the farm-owner. 

3 1 .  All moneys due to the share-mi lker for pigs sold in farm-owner's name 
by share-milker sha.Jl 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 fee!. 
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 or 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 sh&ll be made. 

36. A suitable area of ground sl!.all be attached to the accommodation or 
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 

---- _o£ 4griculture, 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 fMm-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'll 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.O. 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, 1 936. 
Date of notification in Gazette : 1 9th day of October, 1944. 
These regulations are administered in the Department of Labour. 

l3y Authority : E. V. PAUL, Government Printer, Wellingion.-1944.. 

Price 6d.] 
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mtmorandum of JIQr.ttm�nt made this 

One thousand nine hundred and 

BETWEEN 

Farmer in the Provincial District of 

AND 

in the Provincial District of 

WHEREAS the Owner is possessed of a farm at 

containing acres more or less being 

agreement 
day of 

of 

(hereinafter termed "the Owner") 

of 

(hereinafter termed "the Milker" 

the one part 

(hereinafter termed "the said land") . AND WHE REAS the Milker has agr ed to supply a herd ef 

cows and heifers and bulls (hereinafter referr, d to as "the said cows';) 
farm horses and other live stock ( the whole of which cows heifers ulls horses and other live 

stock are hereinafter refe:(red to as "the said stock") and . chattels as in th' agreement provided AND 
WHEREAS the Milker has agreed to milk and attend to the said cows on tl said land of the Owner as a 
dairy farm and to supply and keep on the said land for such purposes the id stock and chattels on and 
subject to the terms and conditions hereinafter contained. 

NOW THIS AGREEMENT WITNESSETH that it is hereby declared and greed by and .between the parties 
hereto as follows :-

1.  EXCEPT where the context demands a different cons truction the term ' ows" when used herein shall mean and 
include all cows heifers and bulls at any time brought on to the said land for a of the purposes of this agreement and the 
term "stock" when used herein shall mean and include all cows pig-s horses an other stock whether alive or dead necessary 
for any of the purposes of this agrement but shall not includ e any stock th presence of which on the said land is not 
necessary for any of the purposes of this agreement. Geese d ucks fowls tur ys and other poultry are hereby excluded from 
the term "stock." 

Status of Parties. 2. THIS agreement shall not be deemed to create a pa rtnership b ween the Owner and the Milker nor shall the Milker 
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be deemed in any way a tenant of the said land or of any buildings there n nor shall this agreement be deemed to create a 
bailment of any stock or chattels subject to this agreement a nd belon ng either to the Owner or the Milker. 

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

One thousand nine hundred and continue until the day of 
' 

One thousand nine hundred and subject to prior determination as hereinafter 

provided. 

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 ag eement graze or depasture on the said land any stock not subject 
to this agreement provided nothing here contained shall rohibit the Milker from keeping on the said land dogs and poultry. 

5. THE Milker shall throughout the continuance of his agreement supply 

( ) nor more than ( 
profit and all necessary bulls and shall by culling a U replacements keep the 

and maintain a herd of not less than 
) good milking cows and heifers in 

aforesaid herd up to a reasonable standard. 

6. THE Milker shall supply ) farm horses and such farm implements as may be 
agreed upon mutually by the parties hereto and s ecified in writing. 

7. THE Milker shall have the right durin the continuance of this agreement to use and occupy free of charge the 
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. 

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· e electric motors or other power plant separator implements and machinery now 
on the. said land and the Milker hereby acknowledges that the same are in good order and condition and ready for innnedillte 
use. 

9. t expressly provided otherwise the Milker shall provide at his own cost al't other 
stock gear utensils appliances and · plements necessary for the proper and effectual carrying out of this agreement. 

10. THE Milker shall proper care for and tend all stock depasturing or being on the said land from time to time during 
the period of this agreement an shall do all things necessary t o  keep the same on the said land and shall be responsible and 
liable for all consequences aris· g from failure to do so. 

11. ily clean out all sheds and yards in which the said cows are milked and also will daily wash with 
boiling water and thorough cleanse and keep sweet and clean all utensils and appliances used for the purposes of this agree­
ment and also will daily operly and efficiently clean and steril ize all parts of the milking plant which require cleansing and 
sterilising and will at al times operate and manipulate the plan t and machinery in a skilful and workmanlike mlmner. All 
manures taken from t shed or yards shall each day be spread on the said land by the Milker in such places as the Owner may 

ll whitewash once yearly in a proper manner the interior of all cowsheds on the said land. Any diminu­
tion in value or lo of cream or milk arising by reason of inferior grade or grading down of cream or milk due to failure of 
the Milker to m ntain a proper standard of cleanliness in shed s yards utensils or appliances or .to manipulate and operate 
the plant and achinery in a skilful and workmanlike manner may be deducted by the Owner from moneys due to t:_he Milker 
provided tha he Milker shall not be responsible for any diminution in value or loss which may arise from causes beyond his 
control. T e basis of adjustment shall be in the cas·e of default by the Milker that the Owner is entitled to assume all cream 
or milk s pp lied will be of finest quality. 

1 . THE Milker shall supply or pay for all brushware and cleaning apparatus necessary for the milking machine and 
pla and appliances and also all rubbers tubing belting and parts oil fuel benzine and electric power from time to time during 
t 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 Mi lker will pay for all electric power used in the dwellhig-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 be.en topdressed at the proper season with suitable fertilizer of a quantity per acre not less 
than is specifie.d in Clause 29 hereof. 

14. THE Owner shall at his own expense and before the commencement of this agreement place or cause to be placed in 
good order condition and repair all existing buildings erections fences gates drains and other improvements required for the 
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 deliven 
of the cream or milk and in all other respects comply with the p1•ovisions -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 s�ock shall show indications of 
disease proper steps shall be taken by_ the Milker for treatm ent 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 he.ifer 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· M ilker shall within seven days of the birth of calves have the 
option of deciding what calves if . any of the said cows shall b e  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. 

Proceeds of culled 20. SUBJECT to the provisiops of Clauses 18 and 19 hereof and except as may be otherwise expressly provided in this 
or discarded agreement the said stock and chattels shall be and remain the property of the Milker and the proceeds of the sale of any 
Stoek & Chattels. 

animal or chattel culled or discarded shall be the property of the Milker. 
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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 re quired 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 agreeme11t the milk of any �ow 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 cr�>amery propriet ors 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 d esires the Owner shall arrange with and authorise the dairy 
company to furnish the milker regularly with copies of month! y and other credit notes showing particulars of the quantity test 
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 household use and for use in the household of the Owner not �xceed­
ing one gallon of whole milk each daily) and shall deliver each morning the cream so sep,arated to the proper delivery OI 
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 prop erly cool and treat the milk and without separating will 1ieliver 
the milk produced from the said cows to the cheese casein or o ther 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 11ppliances 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 require.d. 

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 fence.d. All pig feed shall be found by the Ownel' 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 r eceipt 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 ta 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 e1ther 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 value r 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. 

Top-dressing. 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 
y�>ar 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. 

Root crops and 30. THE Milker shall ,sow in root crops for winter fee.d and shut up for the purposes of hay and/or ensilage such portion 
Feedins· out. of the said land and at such times as the Owner shall direct p rovided ·such portion shall not exceed the area required for hay 

ensilage or roots for the purpose of providing supplementary summer or autumn feeding and winterii�g 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. 

Planting and 31. THE Milker shall at his own cost in all things do or cause to be done the carting out and distribution of 
Harveating. 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 ;1creage which is now on the said land. The Milker will generally farm the land in a proper and husbandmanlike 
manner and subject to the t'rovisions of clause 15 hereof shall keep the same and the roadways adjoining the same 
to the centre thereof free and clear of all noxio\,ls 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 shal l make good to the Owner any loss arising by reason of faulty 
workmanship. The area of crop to be grown annually except a s  otherwise provided by this agreement .shall be determined by 
mutual arrangement' between the parties and if not so determin&d shall be settled by arbitration in manner hereinafter provided. 



Croppine 
New Land. 

Assignment of 
.Righta. 

Accident 
Insurance. 

Water Supply. 

Employment of 
Assistant&. 

Protection of 
Shelter. 

Control of Farm. 

Payment& to 
Milker. 

Prior 
Determination 
of Agreement. 

32. WliERE any new ground is required to be broken u p  and sown in grass or crop (and save as in this agreement 
otherwise expressly provided it shall be in the sole discretion o f  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-u p sowing and cropping shall be done by the Milker at his oft 
cost. The area of any new ground to be broken up under th e conditions of this clause shall not exceed an area which in 
conjunction with the area then in cultivation will be required f or the wintering of or supply of green feed necessary for the 
stock. The Milker shall not be required to assist or participa te in the grassing or c1·opping 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 insured all workers employed by him against claims under the "Workers' Compensation Act 1922" and its 
amendments such poi'icy to be taken out in his own name. Th e Milker shall from time to time deliver such policy and the 
receipts of the premiumr; from time to time payable thereund er to the Owner and in case the Milker shall make default in 
so doing or shall fail to effeet O!' keep on foot such insurance th en the Owner may if he thinks fit effect such insurance or pay 
the premiums thereunder either in his own name or in the nam e 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 Mi lker 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 persom 
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 agreerMnt 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 th•� 
Owner may at his option without further notice or demand whatsoever thereupon or at any time thereafter determine thi:a 
agreement ( in which case the Milker shall be e11titled only to moneys actually due to him at date of such determination} 
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. 

Death of Milker 41. IN the event of the death of the Milker occurring during the currency of this agreement the Owner shall be entitled 
or Owner. 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 betwe.en 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. 

· 

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

Arbitration. 43. ANY and every dispute difference or question which may at any time hereafter arise between the pa,rties 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 p arties 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 a nd subject to the provisions of the said Act. 

AS WITNESS the hands of the parties hereto : 

SIGNED by the said . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  as Owner } . . . . . . . . . . . . . . . . . . . . . .................................. ........ . 

in the presence of 

Name . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  . 

Address . . . . . . . . . . . . . . . . . . . . . ......... . . . . . . . . . . . . . . . . . . . . ...... . . . . .. . . . . . . . . . . . . .. ....... . . . . ..  . 

Occupation . . .. . . . .. . . . . . . . . . . .. . . .. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . ... . . . . . . . . . . . . . . . . . . .  

· 

. . . ... . . .  . 

SIGNED by the said . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .. . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  as Milker } ..... . . ...... .. . . ... .... ............ ..... : ... ·---·- ·-·---�· -

in the presence of 

Name . . . . . . . . . . . . . . . . . . . . . . . .. . . .. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 
Address 

Occupation . . . . . . . . . . . . . . . . . . . . . . . .. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .. . . . . . . . . . . . . . . . . .  . . 
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APPENDIX IV 

ESTIMATE OF THE FARM OWNERS 1 AND SHARE-MILKEHS 1 

MANAGEMENT CHARGl!,; 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 far.m owner ' s  or the share-milker ' s  

share of the gross income . A compari son made between groups of owners or between 

groups of share�lkers on this basis , will it is sugge sted , give a different result 

from a comparison of the group management-rewards . This s ection is appended so 

that this point may be expanded and clarified arrl so that the use of a management-

reward c omparison may be justified despite its weaknesses . 

During the greater part of the period under the survey the labour and 

management-reward of the guarant eed price was 11 . 44d .  per lb . B . F .  and t he award 

wage was five guineas per week, (£273 a year ) . If the total labour and management-

reward b e  calculated for farms of different sizes (different outputs of B.F. ) ,  it 

is seen that there is s ame small excess of the t otal reward over and above the £273 
per 6,000 lbs . B . F .  labour reward: e . g .  with an output o f  6 ,000 lbs .  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 fann . If the output i s  12000 lbs. B.F. 
the surplus is £26 , o r  10/- a week, and so o n  for various s cales o f  production. 

(Table 41) .  

Table 41. Management charge in relation to size of output . 

Output Labour and :Manage- Labour Management 
lbs .  B . r' .  ment Income Heward Reward 

£ £ £ 
6 ,000 286 273 13 

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 fanning, 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) . Further.more the share�lker 

in many cases perfor.ms managerial duties,  and, as a result , is entitled to some 

share of the management income of the farm o 

It is suggested that the relative amounts of managerial supervision could be 
as 

somewhat set 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 £J3 • 

Table 42. Percentage Allocation of Management Income between Owner and Share-milker . 

Resident Owner Non-resident Owner 

Contract Owner S/M Owner S/M 
1/4 (plus 10%) 100% 0 90% 10% 

1/3 ( plus 10%) 75% 25% 50% 50% 

1/2 25� 75% lO:f; 9(Yf, 

If this theme is carried out to completion 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 owner� 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 us ed , would give a truer 

figure for group comparisons . 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 

'l'able 41 is too low for the output to which it applies o 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 the s e  two reasons comparisons have b een made of the management-reward 

and not pure profit . In c omparison with the example quoted above , if on the same 

farm the omer was non-resident then his s hare of the management income would b e  

only one half o f  £52 .  This would increase the pure profit frcm £3 ll  to £324 

because a smaller share of t he management-reward was earned by his own application . 

The effect of correcting the management-reward to a pure profit in t his way would 

be t o  lower the resident owner ' s  comparison figure relat ive to the non-resident 

owner ' s .  It would also lower the quarter share owner ' s  comparis on figure relat-

ive t o  the third-share owner ' s  and t his again would be lower t han the average 

of the half-share owner ' s  group . In all cases the share-milker� group average 

ccmparitive figure would be affected in th e reverse way as is shown by a com-

bination of Table s 41 and 42 . The foregoing is not an att empt to solve the 

problem of an equitable management-reward for farms ; that would involve consider-

ably more space and time than is at present warrant ed . It is merely an attempt 

to indicate some of the errors inherent in group comparisons of the management­

reward, and an att empt to illustrat e t h e  difficult ies involved in the e�ation 

of these e rrors . 
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Analys i s  o f  var i an c e 
\ a J c la s s i f i c a t. i o n  by tJP e oi' c ont rc�.c t . 

To t a l N 7 5 

sx 6 6 7 4 '3 7  

s x2 68�7<j<zl�260 

C ·- 5 940 51R OOO 

sx2 - .) 4� �± 8 Q 2;jO 

Be t we en G ro · �p s  
2 2 

Sourc e o f  

( J../.i J -t .la..L 
n n 

- 5 9 5 40 0 600 0 

59 40bl(300 0  
16,4'35,0 0 0  

c 

i ( 256441) 2 ., 
;)0 c 

Var i an c e df ss 1vi S F '  Sign 
T o t ct. l  
Be t we e n  } l'OU P S  
Vi th i n  .Jro u p s  

Tot:.a l s x2 

Be t w e e n  G r ou p s  -

S o u :r· c  e of 
Var Lm c e  

T o t a. l  

Be t w e  en 3-roups 

'Vi th in 3-roups 

'1 4 .)<± /, '±9Q .::::o0 
'_.J "" lo,4 85,000 6,7 4 2,50 0  1 . 45 

'1 2 �66.'j 9 5,26 0  4,6 683 &:::&::: 

( b i  c l a s s l f' i c at i on by type o r  supp ly 

j4�49 q260 

( B j  2 1 ( C j 2 ( Dlv: ) 2 
1 -- - c -- --

n n n 

( l7 ? 9L!: 9 J 2 . ( lG 8 '3 5 ;1 ) 2 

2 0  
I 14 

5'::142C.:G4300 

o 9 4 0 5 .L  '3J OO 
1'1 06800 I I 

df ss 

7 4  o4 ?,48 Q 2.)0 
. .. (..., i.,7 0 6 9 0 0  ' ' 

MS 

8561400 

( 660785)
2 

4 1  - c 

F 

7 c.  l.l45,7 '3 o,4 60 480 G547 
I ' 5 . 6 • 

N . s . 

I 

N . s .  
H . s . 

Vl:l.r i a t i on wi t h i n  � u.ch  _ _,; roup i .::> sign i f l c cmt ly gr eat er t han 

v ari C:J. t i on b e twe en gr oup s .  

, . 
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Subo htss a.rlalys i s  . .  o C  v o.r i a.nc e Tl 1 r e e  ly p e s o f  supply ; } and i/3 . 
s t u l' e  t' ct rm s  

( a ) Pre l im i n �ry an o. ly s i s  

1 
k 

To l a. l  

B e t  w e  en }roup s  

.sourc e of 
Var i 3.nc e d f  

T o t o. l  7 1.  
B e t ·,ve e n  'J r o u p s  5 

'/i t h i n  J. r o u p s  6 6  

N 7 ..L  

S X  :.. 6..J4 6o 4 

· · x2 u -· 

s0 

s s  

ili2 -r { C J .::. 
n n 

( .3o99 <;H ; 2 1 
3 9  

5 6 7 4 1o 6 9 00 

5 6 7 ;::; 6 9 0 0 0 0  
14�- 6 '\00 J v .J 

MS 

4 19,10q00 l 

( DUU 2 ,.. -- -
n 

( 166 99 7 } 2  
.19 

F 

l'±:.:i 6 9 0 0  
I J 2 9 1:350 N . s . 

4 17,-o <xs:::o 1 �o G'S';J 7 ;:;: 

l 
17 ) 

• 16 7 ( � 0 7 6  '1  • 1o '7 I • l'.L·.:, • • l'± G;  I e 0 '±7 · 1 . Q 5 8 ) 

Err ob term � 6 , ..J ;::;7 ,  7 G  x . 10 � - 6 64'±o 7 

( b ; Subc � a. s s  an o. ly s i s 

B 

1/ �  9 6 0 5  

;f ·9 06 9 
sx 1 '7 6 7 4  
s xi::: 

Su bc l as s e s  

c 

8 4 ;::; 6 

9 � 5'3 
17 <j R 4  

D11i 

Si ';;J ';;Ji:;:; 

9 4 16 
1 9L1 \.) 9  

4 °. 7 1'l 'l ? O O  
J l9 l ( H o J , 

Be twe e n  sup p ly 

4'37 19R 7 00 
l..J5,7 9 0  

sx sx 

<:; 0 0 G6 <:;G oU<;J o b 6 5  
;::;604J ;::;.:,'7 2.:: �619 .L 

5 4 0 6 6  � �� 
4':j u 0 �-l o  '1 '± 6 

- c 

c 

( 128 8 5;) ) 2  
J.4 



Be tween contr�c t 2 
= ( .b.; 2 

-r ( h c 

sour-ce of 
Var i a.nc e 

Su bc la.ss e s  

2 3 

497 19.9 '7 00 
65..J 4 0 0  

df 0S 

5 6,19 1.04 6 
3 e t w e en C on t rac t l 10 6,7 9 0 
Be L v e en sup o ly 
In te r::tc t i on 

Erro r  t e n. 

2 
2 

6 9  

6 534 0 0  
I 

G 40 � R 5 6 I > 

MS F S ign . 

1. 55,7 9 0  N . s . . 
3 2 6)00 N . s . " 

1,204,4 2 8  1 - 8 1 N . s . 
6 64,4..57 
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PART I .  

Section I. 

Section II. 

PART II. Resul ts. 

Section III. 

Section V. 

In troc.tuc ::ion '1 nd J.ev�c-:, 

Genern l na turP. of ::::J·a rc: -wilki1'16 fa rms. 

Arec cf 

Siz0 of the herd. 

Pro:.'l.uc tir:r- l'· .!.. ' c.. ere . 

PrnC.uc tic:."l per co··r. 

Produc tion per ffl rr::. 

Capital Ir.ves tment. 

L:abcur '..J-:i2.isc.. tion on 3hare-milkin,s fanns. 

General.  

Ou t1)'..! t 9er full. ti_n� -:J.Dle 1:.> bn�r equi vn lent. 

Output _per unit of shed lnbour. 

Ou.t_rHf- ::;->r .,., 2.:;" 1 ..,. , -.- mi.. t ir: relution to size of 
totz l rmtpnt.  

Provisi nr r "' ]_,; OG'Ul' "'.. y ".:l!e Src. re-.milker. 

P::cc'. J ...!..-. !1 r:: ]..�:·'""'t...r 1- , - :hP. .Fe rm-o·mer. " 

(a ) FL l,L-:>wne , 

The type of contract Lnd supply. 

',\'Le -!-1 ·- �· re:.; :i_ • ,ut m1 the farm or not. 

1" -'' .::. 3 te of f�o n.. u1·ch.:: se. 

'l'Le si�e 0f -t .  n fall'ily unit. 
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