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Table 1. A regional comparison of characteristics of farms able or unable to initialk service 
their debt in 1984-85. 

Figure 1. Farm Indebtedness 
(as at 1 March 1983 and 1 March 1984) 
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(a) See map. 

1 Not all respondents in each region were included due to missing data on any item. 

* Indicates a significant difference at the 10 per cent or less probability level. 

+ In the survey farmers' own valuations of land and plant assets were used. Consequently equity values may be inflated 
and the actual difference in equities between the groups could be larger than given in this table. 

having purchased additional land in the past five 
years and were smaller farms in terms of arable 
area. 
Often it seemed that farms were in financial 
difficulties because the results of the 1983 and 
earlier seasons increased the cost of decisions 
made two or more years ago. 

For example, some farmers in the late seventies 
and early eighties bought extra land. Often the 
servicing of the loans required for the land 
purchases forced farmers into the then more 
profitable cropping activities. Increasing the size 
of their cropping operations required further 
investment in crop machinery and greater 
demands for short-term finance. However, poor 
seasons and adverse cost-price movements in 
recent years have worsened the financial ' 
positions of many of these farmers. 

In hindsight, for many farms, less capital 
intensive and risk-offsetting strategies would 
have been preferable. However, many farmers 
in the short-term were more or less locked into 
cropping strategies by virtue of hire purchase 
and lease commitments on machinery and 
because they had reduced their sheep numbers 
to cater for increased cropping. 

The cost of being locked into cropping 
dominant strategies during poor seasons and 
adverse cost-price movements can be high and 
is a reason for the increase in farm 
indebtedness. In other words, management 
strategies in combination with seasonal changes 
and changes in the profitability of farm 
enterprises substantially influence a farm's 
ability to service debt. 

Regional resul ts 

Given that the 1983-84 season affected regions 
of the wheatbelt differently, the variation in 
indebtedness across regions (see map) was 
examined. 

Results indicated that, apart from the north­
eastern wheatbelt, the largest increases in 
indebtedness were recorded in the lower rainfall 
marginal areas of the wheatbelt (regions 7, 9 and 
11). Farms in these areas had a higher 
percentage of farm area in crop and were on 
average larger farms. The late start and dry 
spring of the 1983 season resulted in low yields 
in these areas and reduced farm revenue. As a 
result many farms retained overdraft deficits in 
March 1984. Particularly in the far south-east 
areas of the wheatbelt (regions 11, 12 and 13), 
debt-servicing was a common problem. 
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