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Abstract:
The purpose of this study is to develop a method which may be used to determine the effect that
alternative degrees of livestock-grassland type of farming would have upon the financial position of an
irrigated farm unit.

Part I develops the various aspects of the problem and thus provides a basis for the study. The basic
concepts and principles of the theory of the firm are discussed. The relationship that exists between the
firm theory and the budget method as a mean's of making empirical investigations is presented. • The
budget method is described in the following pages.

In Part II the results of a previous study are summarized and used as the basis for the analysis upon
which the present study is centered. Three selected types of price movement are. applied to the
"typical" farm organization. Costs and receipts are adjusted by the use of appropriate indexes. The
analysis of each alternative for each year are presented in a series of annual budgets. The results of
these budgets are used to make comparisons in changes in borrower-creditor equity.

Part III draws the conclusion that any expansion of the livestock organisation by the use of borrowed
funds would jeopardize the financial position of a farm operator. This part is also concerned with the
general implications of the study for individual farmers and agricultural credit agencies. Last, it
considers the limitations that can be associated with this type of study. 
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