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Introduction

This study was conducted to investigate to
what extent the information collected to
assess the success or performance of
non-agribusinesses applies to sheep and
beef farms in New Zealand. Business
information is collected for many different
reasons. For example, it helps monitoring
a business’ ongoing performance and to
plan business activities. It also helps policy
makers to understand the key aspects of
business activities within a sector, and
provide strategies and tools that help
businesses to develop.

There are many different models of
business success capturing a wide range
of business performance indicators, such
as business planning, employee relations,
and innovation. One model that has been
used in New Zealand is the Business
Practices and Performance (BPP) model
which focuses on the business practices
used and relate these to business
performance. The Ministry of Economic
Development used the BPP model to
assess a large number of New Zealand
businesses to identify the factors that are
important to focus on to be a successful
business. These factors have been used
extensively to establish policies and
indicators to measure and enhance the
performance of New Zealand businesses.

However, the government has questioned
the relevance of these performance
indicators to the agricultural industry in
New Zealand. The agricultural industry is
somewhat different from the non-
agribusiness community and there are two

key differences that may affect the
relevance of performance indicators. The
first difference is the influence and
dependence on the natural environment,
such as climatic and weather influences,
seasonal production patterns, and
biological risks. The second difference is
the size of firms in agriculture.
Agribusinesses tend to use family labour
and often do not have as many employees
as many non-agribusinesses.

The purpose of this study was to
investigate the extent to which the
performance indicators used to assess the
success of non-agribusinesses are
relevant to sheep and beef farms. It was
also investigated if farms  with
conventional, integrated or organic
management systems differ in
performance indicator measures.

Survey

A review of models of business success
was undertaken to identify business
performance indicators. The indicators
considered relevant for sheep and beef
farms were measured by conducting a
face-to-face survey with ARGOS sheep
and beef farmers and by extracting some
environmental information gathered in
previous ARGOS studies. Table 1 shows
the indicators that were investigated and
the measurements used.

The indicator measures were then
compared with financial figures collected
from the ARGOS farms, with the aim to
determine whether the indicator measures
have any relation to the financial success



of the farms. Gross farm revenue and
cash surplus per effective hectare were
used as measures of  financial

performance.

Table 1: Performance indicators
investigated and measurements used.

-Contact with
and feedback
from customers

Performance Measure
Indicator

Structure of the Number of paid staff
Sfirm Total number of staff
-Firm size
Business ¢ Have a management plan
strategy e Number of times refer to
-Business management plan
management e Value of management plan
plan
Customer focus | ® Frequency of customer

information

e Influenced by customer
information

e Percentage sales directly to
customers/end-users

employees from
the locality

-Contributions /
participation in
local groups
-Environment

Employee e Percentage staff turn over
relations e Work days lost due to
-Employee sickness and injury
turnover e Number of staff on
-Absentee performance based pay
rates/sick leave | o value of performance
-Performance based pay
based pay e Number of staff
-Training participated in training
Provisions e Number of training days
Innovation ¢ Importance of ICT usage
- Use of ICT e State of current plant and
- Investment in machinery . .
capital. e Planned investments in
technology
e Changes to management
system
Social/ e Number of staff members
environmental living locally or on-farm
factors ® % of key supplies obtained
-% of locally

e Participation in local and
national election

-% of suppliers | o Participation in community
locauylbas'ed . groups

-P art1c1pat1.0n I | e Donations to community
local/ public activities

policy making e Value of donation

e Average number of earth-
worms

Key Findings

For most parts, the performance indicators
did not appear to be related to the farms’
financial performance, and indicators that
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are useful to assess the success of non-
agribusinesses may therefore not be as
relevant to farming businesses. However,
the innovation, social and firm size
performance indicators showed a
relationship to the farms’ financial
performance. Farms that have plant and
machinery that compare well to best
available technology tend to have higher
gross revenue per effective hectare than
farms with less modern plant and
machinery; farmers that purchase a higher
percentage of their supplies locally also
tend to have higher gross revenue per
effective hectare; and farms with a higher
number of paid and unpaid staff tend to
have a lower cash surplus per effective
hectare but not higher gross farm revenue
per effective hectare as non-agribusiness
models suggest.

The results also showed that 77 percent of
ARGOS sheep and beef farmers have
paid staff; the average number of paid
staff per farm is 2; and 84 percent of
farmers use contractors for labour
requirements. It is also interesting to note
that nearly all sheep and beef farmers are
involved in a community group or support
community activities.

There did not appear to be any
considerable differences in indicator
measures between farms with
conventional, integrated or organic

management systems. The only difference
detected was for supplies purchased
locally, and showed that farmers with a
conventional management style tend to
purchase more of their supplies locally
than farm with integrated or organic
systems.

Conclusion

This study suggests that many of the
indicators of success relevant to non-
agribusinesses may not be relevant to
farming businesses. Consequently, there
is a need to identify alternative indicators
that are more relevant to farming
operations and other types  of
agribusinesses.

Interviews with a range of agribusinesses
were also conducted as part of this
research. The interviews revealed that
agribusiness firms are mainly concerned
about  macroeconomic  issues and



compliance. In contrast to non-
agribusiness firms, agribusinesses do not
necessarily want government support and
may even prefer less government
intervention. If aid was available from the
government, this should be targeted
towards  compliance  helping  with
information provision and costs, especially
for market assurance schemes.

This Research Note by Eva Zellman, Caroline
Saunders, and Bill Kaye-Blake.

For further information, please contact

Martin Emanuelsson, Programme Manager
The AgriBusiness Group, PO Box 4354,
Christchurch.

Phone: 03 365 6808

Email: martin@agribusinessgroup.com

WWW.argos.org.nz



