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Executive summary

The TROPICSAFE D5.5 — Report on the implementation of Business Plan to participating
farms has been conceived as an operation manual for the use of an on-line tool developed
in the framework of the Italian FADN and designed as a Simplified Financial Statement
(SFS). The main objective of this instrument is the assessment of farm performance, the
implementation of impact and scenario analysis and the evaluation of farm sustainability.

Inside TROPICSAFE, this instrument has been proposed as a software to support the
farmers in the evaluation of their activity and in the assessment of the negative
consequences of diseases or pest management strategies in terms of economic results. In
these cases, the increase in the farm costs and the decrease in productivity could led to
negative farm revenues. In some cases, especially for perennial crops, the orchards are
carried out until revenues cover costs. But sometimes, an early eradication is crucial to
avoid the spread of the disease and in this case a crop diversification or other rentable
activities could help farmers to manage the quarantine period and face the increasing costs.

The economic feasibility of the new control measures has been discussed in the D5.1,
through several case studies chosen to evaluate the pest consequences, the costs and
benefits connected to the implementation of the innovative solutions developed inside the
project. In some of these approaches, the economic assessment has been based on the
yearly gross margin of the crop; in other cases, the analysis has compared different
production techniques. The classical biological control proposed in Spain against Trioza
erytreae the insect vector of “huanglongbing” (HLB) has been analysed through the
benefits/costs analysis approach. In this case, farmers are not involved directly in the
strategy and most part of the costs are incurred by external subjects. Since the pest
management strategies are related with permanent crops (coconut, citrus and grapevine),
the impact evaluation goes over the length of the project. Assessing the economic impact of
a future eradication strategy applied in Cuba or the practices of organic farming techniques
against HLB in Guadeloupe requires the monitoring of costs, revenues, and disease for the
future years. The SFS might be considered an instrument to monitor the farm every year
and during the time and a decision support system available for the farmer.

The deliverable describes one example of how the SFS can be used by means of a
simulation of a farm accounting management in a normal situation and assuming the
presence of the disease. The software is available online, in English, for farmers of the
participating Countries.

In the following chapters one example of the use of SFS for a grapevine growing farm is
described while the Annex A show the different sections of the SFS. Further details are
described in the D5.5.
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1. The Simplified Financial Statement (SFS) as a part of the
Business Plan

The financial analysis section in a Business Plan includes these elements:
¢ financial Statement (Balance Sheet and Income Statement);
e cash-flow analysis;
e break-even analysis.

Unless required by the law for the big farms, farmers are not obliged to maintain accounting
system in their farm. The predominance of small family farms makes clear the limited use of
accounting in agriculture. Increasing this knowledge is one of the objectives of CREA,
Liaison Agency in ltaly for the Farm Accountancy Data Network (FADN) and owner of
several instruments supporting farmers management capacity, as the SFS.

The application has been realized in MS Windows, with “.NET” platform technologies and
using objects and programming instruments of MS Visual Studio 2010. The database run
under MS SQL Server 2016 Standard.

SFS does not require particular accounting and informatic competences. A minimum
knowledge on agricultural economics nomenclature and the farm management is opportune
(allocation of Utilized Agricultural Area, livestock management, products and productions
processed or not).
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2. Use of SFS: some examples of farm analysis

The outputs of the SFS online are three: the Balance Sheet, the Income Statement and a set
of financial statement ratios elaborated on the basis of the structural and economic data.

To have an idea about the analysis performed by this tool and hot it can help in the
evaluation of pest consequences and farm management, some examples are presented.

2.1. Farm 1 — Grapevine growing farm

The farm Mario Rossi is located in Treviso, and it is divided in two plots, cultivated with
Glera: the first has an acreage of 1.20 hectares, in property; the second is rented, on a
surface of 1.40 hectares. The production is transformed outside the farm to obtain
Prosecco, a certificated wine (Protected Designation of Origin).

Data about buildings, assets, current capital are showed in the following scheme of Balance
Sheet (Table 1).

Table 1: Balance Sheet (assets and liabilities) — Farm 1.

ltems | Euro ltems Euro
Company Lands 180,000 Warehouse Stocks 0,000
Plantations 26,880 Credits 0,000
Buildings 21,000 Cash Bank c/c 25,000
Quotas and other rights 0,000 Current Capital - KA2 25,000
Land Capital — KF 227,880 Operating Debts 0,000
Machinery and equipment 42,067 Financing Debts 0,000
Livestock 0,000 Work Capital Found 0,000
Fixed Capital - KA1 42,067 Net Assets 294,947

Yearn

It is assumed that vineyards have not problems of grapevine yellows (GY), and that
fertilizers and crop protection products are used for the normal management practices. At
the end of the year the grapes production has been equal to 270 quintals, sold to local
Cooperatives for the transformation (190 euros per quintal). The normal management of the
vineyards in a normal year led to the economic results shown in Table 2, column A. The
farm net revenue is 23,600 euros.

Year n+1

It is assumed an incidence of GY on 20% of production and an increasing in costs due to
the initial management of the pest, requiring the presence of a consultant of the detection of
the disease (included in the “general costs”). The final result is shown in Table 2, column B
and the farm net revenue is 10,900 euros.
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Year n+2

It is assumed an incidence of GY on 50% of production and the presence of an agronomist
on the field to decide the pest management strategy. In this case, the farm net revenue is
negative (Table 2, column C), and it is more convenient to start a new and healthy
plantation.

Table 2: Income statement — Farm 1 in case of (A) no disease, (B) 20% incidence of GY, (C) 50%
incidence of GY.

- r\ﬁ(cn;Z( 2805»2213 5005/2232\2
Revenue Sale 51,300 39,900 25,650
Subsidies | Pillar 1,500 1,500 1,500
Stock Changes 0 0 0
Gross Profit Liv 0 0 0
Gross Saleable Production 52,800 41,400 27,150
Other Revenues 0 0 0
Total Revenues 52,800 41,400 27,150
Cultivation Costs 11,950 13,250 13,080
Livestock Costs 0 0 0
Machinery Costs 2,170 2,170 2,770
Processing Costs 0,000 0,000 0,000
General Costs 1,200 1,200 1,200
OGA Costs 0 0 0
Value Added 37,480 24,780 10,100
Depreciation 7,230 7,230 7,230
Net Product 30,250 17,550 2,870
Wages 4,350 4,350 5,150
Rent Paid 2300 2 2
Operative Revenue 23,600 10,900 -4,580
Taxes 0,000 0,000 0,000
Other Subsidies 0 0 0
Extra Costs 0 0 0
Extra Revenues 0 0 0
Net Revenue 23,600 10,900 -4,580

Another output of the SFS is the set of financial and technical indicators calculated using
the parameters measured during the accounting year and recorded in the Balance Sheet
and in the Income Statement. These ratios calculated by dividing one number by another,
represent the relationships among the several information collected and can be used to
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analyse the profitability and efficiency of the farms or for comparison purposes. Financial
ratios are used for multiple purposes. The set of ratios provide information about the
holding’s financial status and are used by the farm to monitor the situation (in a moment or
over the time) or by banks or other subjects interested to this kind of analysis (i.e. in case of
financial evaluation for the provision of money for a specific investment). The technical
relationship between productive factors measures the characteristics of the farming
activities and, if compared, represent useful information about the usage efficiency. Some
financial ratios are time sensitive: they present a picture of the holding in a given moment
that can change as a consequence of a new investment, a new cultivation practice, a
change in the crop.

The set of indicators are grouped in four categories.

o Technical indicators: provide information about the use of the production factor and
their mutual relationship, giving a measure of the intensity in the use of land, work
and mechanization.

e Economic indicators: provide information about management’s performance in the
use of the resources. They give a measure of the return on the money invested in the
farm and permit comparison with alternative activities. This set of rations is influenced
by the prices, the production volume and the expenses.

o Assets indicators: give the measure of the efficiency and intensity of the use of farm
assets:

e Profitability indicators: are calculated comparing the intermediate results of the
Income Statements. Are the most common indicators used to evaluate the general
farm performance.

Tables 3 and 4 show two groups of economic and profitability indicators resulting from the
elaboration of the parameters calculated for the Farm 1 in case of no disease (A) and
different incidence of GY (B and C). The value of the profitability indicators decreases in the
three considered cases. The incidence of costs on the total revenues (CC/TR and PC/TR)
is increasing, revealing the worse financial condition due to the disease and its impact on
the farm economic sustainability.

Table 3: Economic indicators - Farm 1 in case of (A) no disease, (B) 20% incidence of GY, (C) 50%
incidence of GY.

Economic indicators :  No Disease 20% Disease 50% Disease
GSP/AWU  Gross work productivity euro 52,800 41,400 27,150
GSP/UAA  Gross land productivity euro 20,308 15,923 10,442
TR/KFIX Fixed capital efficiency nr 0.1955 0.1533 0.1005
CC/TR Current costs incidence % 0.29 0.40 0.63
PC/TR Pluriannual costs incidence % 0.22 0.28 0.46
VA/UAA Net land productivity euro 14,415 9,531 3,885
VA/KCUR  Current capital efficiency nr 0.5588 0.3694 0.1505
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Table 4: Profitability indicators - Farm 1 in case of (A) no disease, (B) 20% incidence of GY, (C) 50%
incidence of GY.

Profitability indicators Unit No Disease 20% Disease 50% Disease
VA/AWU  Farm work performance euro 37,480 24,780 10,100
NP/TR Profitability of total revenues % 0.57 0.42 0.1
OI/AWU  Gross work profitability euro 23,600 10,900 -4,580
Ol/FWU  Gross familiar work profitability | euro 23,600 10,900 -4,580
OI/UAA  Gross land profitability euro 9,077 4,192 -1,762

The scheme could be applied, for instance, to compare the Integrated Pest Management
strategies against the organic practices for citrus in Guadeloupe (D5.5), collecting more
specific data regarding machinery and farm assets. With this scheme, the evaluation will be
not based only in the estimation of consequences on the gross margin but on the farm net
revenue (considering the farm as a whole). The same concept could be applied to the
Cuban case, where cost of eradication and new plantation must be considered and when
the growing of alternative crops can limit the negative impacts of the disease.
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3. Accession

The Simplified Balance Sheet is online at: https://bilanciosemplificatorica.crea.gov.it

username: demo.rica@crea.gov.it password: demo.rica

It is available in English. For further information about the use of the tool, please contact
sonia.marongiu@crea.gov.it
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ANNEX A: Simplified Financial Statement tool

The first step in the creation of a new farm account in the SFS is add a new farm indicating
the general farm data, the information on holder and selecting the accounting year.

L‘Bilanciu

~ Semplificato

ADD NEW

cempeny eenauzter fiid

Once the farm and farmer information have been defined, is possible to start with the
accounting data entry.

DASHBOARD: shows the data summary (lands, plantations, building, machinery, livestock,
herbaceous crops, contributions, related activities, company occupation, temporary
workers, cost structure, production of livestock, plantations, herbaceous crops). Each item
is a table. The white dot indicates that there is no information for that table (in this case, a
farm growing grapevine does not have livestock, related activities, contributions or other
crops).

1D Farm: 18069 | Mario Rossi Treviso (TV) | Year2022 &

DASHBOARD

Lands

Flantations

Machinery

L3
L
@ Buildings
L
o]

Livastock

o]

Herbacaous Crops

Contributions

o]

Related Activities

o]

Company Occupation

Temporary Workers

Costs Structuns

Productions -» Livestock

Productions -* Plantations

o--®- -0 @8 8 @

Productions -» Herbaceous Crops

10
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LANDS: the table collects the information regarding the type of land in the farm, in general
terms (arable land, forest, permanent crops, permanent grassland and meadows, others)
and referring to the ownership. The value per hectare in case of ownership must be also

indicated.

Land Detail

Description

Type of Land

Title Possassion
surface ha

value per hectare

Total value

Co-financed Purchase

Arable land

Free loan

S —

PLANTATIONS: the table must be completed indicating for each kind of plantation the
ownership, acreage, year of full production, age, total cost of plantation. If the plantation
has been planted by the farmer, this cost is the total cost of materials and other stuffs. If the
plantation has been bought, normally this cost is an estimation on the basis of local prices.

Type of plantation

Description

Title possession

surface ha

Year of full production

Age of plantation

Expected Duration (Years)

Total plantation cost ha

annual Amortization

Prasent Value

(none)

Co-financed Purchase

Frea loon

W

11
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For BUILDINGS and MACHINERY the data entry is similar: a box will require details and
information once the new item will be added.

Building Type

Description

Tenure Status

Dimension [Nr.

unit of Measure

Year Purch

Manufact Cost

Year Building

Expected Duration (Years)

Year Depreciation

Current Value

Other buildings

Co Financed Purchase

Free loan

Number

0,00

2022

oD

Machinery Detail

Machine Type

Description

Tanura Status

Power CV (horsepower)

Year Of Purchase

Purchase value

Machine age

Expected Life

Residual value

Annual Amortisation

Present Value

Combined harvester

Co-financed purchase

Free loan

2022

o

12
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WORK: regarding work, it is necessary to indicate the familiar work, fixed-term and
permanent contract workers or other types of work. It is very important to indicate the days
of work and the hours of work (including those attributed to related activities), important for
the calculation of the Annual Work Units, the salary and the social security costs.

TipologiaOccupazione Fixed-term contract hd

Fixed-tarm contract

Worker [s Description Holder/Manager
Other
Permanent contract

Days Of work in the Farm
spouse/Partner of the holder

of which Related Activities 0,00
Hours Worked in the Farm 0,00
Gross Salary

Social Security Contributions o]

annual Provisions ERT (end of
relationship treatment)

o

In the table of temporary workers details, seasonal works must be indicated in terms of
days, hours, salary and social costs.

worker/s Description

Number Of Parsons 4]
Days Of Work in the Farm 0.00
of which Related Activities 0.00
Hours Workead in the Fanm 0.00
Gross Salary 4]
Social Security Contributions 0

o

13
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COSTS: this is one of the most COSTS STRUCTURE
important tables. All the costs incurred
during the year must be typed here.
The costs are grouped in distinct
categories: cost for the purchase of
goods and services for crops and
livestock, cost for mechanization,
costs for transformation, taxes, land TR e
costs, financial costs, costs for gainful e i ncilesantien}
activities. R A

Seods and seodlings
Festilizers (mincral and seganiz)
Plant protocthsn predssis

Gertilioa hans

Couts lof the purchase of goods oned services lof Crogs

Farages purchased

Fodders {simple and complex) purchased
Weberina ry Coats and PRarmaceutical Prod st
Livesberies serviees

Livesbesics i saina i e

Other ivestocks Cosls

Soubs lor the purchase of goeds ond servioes lor Uvestocks

Faiizls

LubFisants

CrdiFvdry Friadin benonoe, Fepo ond Spans parts
Other achine Cosls

Gouts lor mechanization

Row i Do | pisne g sl
Trais forrratiod Servioss
Techrisal meons [or rom o ten

Gouts lor the trorslomrmatien

Diiped Tannes

‘Waolct

Ebciricity

Lomnd N Surorndes Cosls
Passivi Ivlerests
Other Land Costs

Lond ared generol oosts

Finamceal Seats
Sommurity Fires

Poasive Rentals of Land Capital

Other Sainhl Activities Costs

14
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PRODUCTION: the production is
entered differently (from plantations,
crops and livestock). The data must
be entered choosing the product, the
unit of measures, indicating if there is
an initial stock and detailing the
quantity produced and the revenues.
Transformed production also must be
entered here.
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Plantation

Product Description

Unit of Measure

Initial Stock

Farm production

Pourchases

Redeployments

Trasformation

Final Stock

Average Price

Trasformated

Certificate

Quintals ~

Q0

INCOME STATEMENT and BALANCE SHEET: the final outcomes of the SFS are the
income statement and the balance sheet. The first calculates the net revenue as difference
between revenues and costs. The second summarizes assets and liabilities of the farm.

Income Statement

Gross Saleable Production - GSP

ther Revenues

Total Revenues - TR

Net Revenue

Balance Sheet

ormp Lands
Flantations
Bui 5
GQuotas and other rights

Land Capital - KF
Mochinery and equipments

vestock

Fixed Capital - KAl

Current Capital - KA2
Operatig Debts
Financing Debts

Work Caopital Found

MNet Assots

15
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FINANCIAL STATEMENT RATIOS, PARAMETERS AND INDICATORS: the accounting
survey led to the calculation of income statement and balance sheet which items are used for
the definition of rations, parameters and indicators useful to summarize the whole farm
management in terms of technical and economic characteristics, land and labour productivity
and rentability.

Financial Statement Ratios Tochnleni valitas
Asset Indices

Technical Parameters

KFIX/AWU - Caopitalizzazione fondiaria del laovoro

TUAA — Total Utilized Agricultural Area Incidence of land ownership

) ) KFIX Fived assets intensity
UAA - Utilized Agricultural Area Work intensity o e ¥

KCUR{AWU - Capitalizzazione agraria del lavoro

FUAA — Fodd icultural Area LU/ AWU - Livestock management intensity
TUAApP — TUAA owned LUfuss — Animal density \ — Current capital efficiency

AWL — Annual Work Unit Ty .
AWU — Annual Work Unit KCUR{UANM - Cumeant os:

ts intensity

FwU — Familiar Work Unit o
ME/UAA — Mechanization rate

THW - Total hours worked HP/UAA - Mechanization land intensity
LU — Livestock Units HPawU - Mechanization work intensity B .
Economic Indices
HP — Horsa Power

i P/ AWL — Gross work productivity
Asset Indices G5P AWL Fo ork productivity

jiaria del lavoro GSP/UAA — Gross land productivity

Economic Paramaeters Capitalizzazio

Tk - Total revenues Fixed assets intensity TR/KFIX - Fixed capital efficie

GSP - Gross Saleable Production Cophitalizzazions agrarsdeliovon CC/TR - Current costs incidence

Current capital efficiency

PC/TR - Pluriennal cx

Current nte

Vi - Value Added

VA UAA — Net land productivity

MF — Met Product chanization rate

VAJKCUR - Cumrent capital efficie

PC - Pluriannual costs
Economic indices
Ol - Operating Income

GSP/AWU - Gross work productivity Indaxes Profitability

GSPfuAA — Gross lond productivity

Asset Parameters

Farrm work p:-r"orm ance

TR/KFIX - Fixed capital efficiency
LV - Land Value aF g NEITR

) CC/TR - Current costs incidence
KCUR - Current capital ! S R e

Olf WU

/TR - P annol costs
KFIX - Fixed capital PC/TR urienndl costs
NN o . OIf/PWU - Gross familiar work profitability
Va/uas — Net land productivity

ME — Machinery and Equipments

[KCUR - Current capital aefficiency olfusa - Gross lond profitability

LTD - Lang-term debts

16
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