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INCOME IEVEIS OI' AUSTRALIAN FARMERS. I.

(W,H, Pawley).

The level of incomes among farm groups is
a matter of prlimary i mportance in the economics of
rural Industries and certalnly the most lmportant
factor affccting the Welfare of farmers and thelr
familles. What do we know about incomeé levels

among, Australian formers?

The annual available net incomec of any farmcr 1s the
ma jor factor determining his Tamily's stundard of living and hils
ability to provide amenitiocs. It determines 1n large part tho
oextent to which he can maks provision for tho g.neral and technical
cdueation of hls childron and afford such modical and dental
attention as may bo nceded, and so has a mzjor ;boarlng upon the
lovel of efficizney of the next farm generation. It is also an
important factor in present efficiency, because a farmer on a
deprescted living standard cannot afford elther the capital or the
long=range planning necessery for elfficlent production, even if
hie spirit 1s not broken by hls conditions of 1life. Low income
levels among individuals or groups therefore tend to perpetuate

themselves,

One way of securing information on farmers'! incomes 1s
by the study of individunl cases, so solected as to nrovide as
represcntative a sample as possible for a glven imdustry or
district., This, however, is a long-rangc and palnstaking task.
Mach illuminating material on income lecvels among farmors may be
obtiinod from officlal statistles ¥, despitc thc nccossity for

using broad groupings.
What Do We Wlant to Know?

It 1s the purpose of thls, and succecding artiecles, to
usc thesc statistiles as raw material from whiech to fachion a
number of plctures that tell thelr story in understandable terms,
Is 1t possible to find out how muech farmers as a whole earn,
compared with other groups in the community? Has the aggregate
income fund accrulng to farmers been inereasing or decroasing
over the vears? How do the net earnings of farmers eomparc on
a man for man basis with wase-carners or busineose men? Do
farmers In somc industries do better than farmers in others?
How do incomes of farm-oporators comparc with those of omployces?
These are the questions to which answers arc nceded.

The flrst thin- to notice is th.t we should not, strict
speaking, talk about the ‘ncome of furmers, but only of the Inco
produced by farms. Farmers may receive lncome from all kinds of
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sources besldes their farms, such as dividends on shares in a
company or Interest on govermment bonds, These do not concern us
hore. Equally, much of the net income produced by farms may, and
does, slip through farmers! hands to others, as interest, rent or
ropayment of debt. Some account is taken of tho second point at a
later stage.
It 1s also necessary to distinguish clearly between the
ross income and the net income produced by farms. The market value
of the crops and liveStock products coming off Australian farms
each year constitutes the annual gross farm income of Australian
farmers, Out of thls gross income fund I¥ Is nocessary to meet all
production and marketing expenses, inecluding depreciation. The
concept of net lncome recuirss more carcful thought. From the
point of view of the 1ndividual farmer, wapges, interest and rent
are costs equally with such items as fertiliser, kerosene and wear
and tear on machinery. But from the point of vicw of tho whole
rural ecconomy only those expenses which represent the destruction
of some physleal resource are a cost, Wages of rural employees, for
instance, constitute their share of the income produced Ffrom the
farm. The difference between the gross value of production and the
value of the resources destroyed in the process of production
constitutes the net lncome fund out of which the claims of
employces and sharefarmerd, mortgagecs and the Crown must be met.
The balancoe 1s the incomo avallable to farm operators for current
living cxpenses and eapital accumulation.

The Gross Income Fund.

The starting point in the study of rural income is the
gross value of production. This 1s the flow which &ets the limit
to the size of the streams which branch off from it and it is the
fluctuations in gross income, rather than any changes in real
Costs or claims of other produccrs or capital owners which lead
to fluctuations in the available income of farm operators, It is
important that this fund bc not only as large as possible but be
also a stable one. Under idcal conditions 1t would inércase
Stoadily from ycar to year, It 1s interesting to compare this
ldeal of stability and growth with the actuzl conditions over the
Past thirty years as depicted in the attached diagram,

It is evident that the gross income fund has been any=-
thing but stable., To some extent this is due to alternation of
food and bad seasons, but ztudy of the graph shows that scasonal
influences have had a1 minor offcet compared with changes in the
Price level. For instanee, the index of g{ices of rural products
rocc from 774 1n 1914 to 1196 in 1919/20% Agnin, it fell from
914 in 1028/29 to 546 in 1982/33 and then rose to 795 in 1936/37,
Iﬁ i these eyclical swinge in pricec whieh have caused tho
Treully serious fluctuations in Ilncome.

S

¥ Index figures are obtuined by ecuatins to 1000 the averuge
of the prices of nll, rural products during tho perilod
1923/24 to 1927/28. °
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Studled from the point of view of farm incomc, the
hlstory of the last thirty years falls recdilly into fivc perlods:

(1) Pirst, there are the years just prior to the World
War of 1914/18, At this time Australian farms wore
producing a gross incomc of somewhat over £100 milllion
a yoar.

(1i) Sccond, thoere is the war porlod. In the plaec of the
previous stability, a period of rapidly expanding
incomes was ushered in, in 1915, and lasted until 1920,
By this time farmers! gross returns from thelr-crops
andl}iveftock were double what they had been six years
earlisr !

(111) After the war come nino or ten years of comparative
stability. Although there are large fluctuafgons Trom
yoar to ycar, thesc arc small compared with the changes
in the decades beforc and after the ninetecn-twonties.
Average income during thesc ‘ycars was about £250 million.

(1v) This third pcriod como to an cnd in 1929, when a world-
wide dcpression affceted Australla, Farmers' rocoipts
tumblcd rapldly until 1932 and thon climboed morc slowly
back to the 1928/29 level,

(v) Finally, there has been another period of comparative
steadiness 1n gross incomes, commencing with the
1936/57 season and continuing until 1941/42. Gross
income 1in the last year for which figures are awvallable,
1942/43 season, reached an all-time high.

Income at Constant Prlces.

, S0 overwhelming i1s the influence of pricc lcvels on
rural income that it 1s plainly impossiblc to draw any concluslons
from Diagram 1 as to the long-term progress of our rural
industrics, as onc might wcll be tompted to do. One or two
éxamples will suffice to indicato the decoptivoncss of that
dlagram as a mecasurc of progress., The average price of all
products sold by Australian formers was twice as high in 1920
as in 1912 and hence the volume of production st have becn
mach the same in each year, Again, in 1930/31 the avercge level
of prices was much tho same as in 1912 and about half the 1920
lovel, It 1s ovident that while farm incomec was considerably
lowor in 1930/31 than in 1920/21, the volumo of production must
have becen appreciably higher.

This suggests that we might learn some Interesting
things about the development of our rural industries 1f we could
exclude the influence of price changes from the gross income
serles, This can be done by using as a measure of prlce changes
the indox of prices of all farm products. In theory at least, 1if
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not in practice, the villain of unstable prices can be removed
from the stage. It 1s proposed to usc the average pricc level
for the flve scasons from 1923/24 to 1927/28 as tho measuring
rod, beeause of the high dogrec of price stabllity over this
period.

The socond diagram shows Australian gross form income
moasured in 1923/24 to 1927/28 pricos: This diagram tells a quite
difforont story from the first, Foupr things stand out:=

(1) Australia's formors have boen producing moroc in
recent ye.rs than over beiore. Gross farm 1ncoms has
rilsen Irom mellilion prior to World War I to over
£500 mi1llion in the nineteen thirties. Record secason
so far was 1939/40.

(11) In the main it is a pileture of steed rogress, Year
to year rluctuations Eave mostly been due Eo The
weather. The disastrous drought and wheat failure of
1914 stands out. So does the 1940 wheat failure,

(111) The most rapid -rowth occurred in the early depression
O3TS, o WhAT SXtont TRTS WAE T bo T abrgasdon
more to make up for lower prices, and to what cxtont
1t was duc to farms created aftor the last wap reaching
full development at this time 1t would be hard to say,
It 1c intorcsting thit no spoeial spurt in production

dircetly duo to soldieor sottlement ean be seen anywhere,

(iv) The §rowth of our rural industries was arrested by the
19 war. €T, productlon declined stea N4
Trom 19I5 to 1919/20. As soon as labour returned and
materlal supplies became more abundant the lost ground
was quickly made up. But 1t is probable that production

would have been still higher by 1922 if thore had been

no war, :
(v) Production has been better maintainocd during the
resent than the Iast war, Despite moro IntensIive
mo sation n 18 the over-all volume of

rural production has been higher during tho first

four yzars of war than prior to 1939, This is a great
tribute to the farming community and also shows that
much of the criticism dircetod at our wartime organis-
atlon 1s rather one-sided.

There 1s not, of course, any econflict between these
two craphs. They are describing two different things, As a
Statement of the actual income received by the farming community
the first 1s quitc correct. In other words an increase in income
18 oqually beneficial to the,farmer whothor it 1is duc to highor
Production or to higher priceés - providod the priccs of the
8 the farmer has to buy do not risc, too.

TR
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Which Is Our Biggest Industry?

So far we have "lumped" all Australian farmers together,
But how much of the gross income fund goes to dalryfarmers, how
mach to agriculturalists, how much to graziers? Have some
industries been growlng faster than others?

It has often becn saild that Australla 1s carried on the
sheep's back, The third dlagram suggests that whilc this 1s
somcwhat of an exaggeration therc 1s much truth in it, Nearl
half the total wealth produced by the land comes from the pastoral
Industrios. Sheep are no:c, Ol coursc, our only pastoral Industry.
Beer cattle also fall into this class. But not more than £1 in
every £4 or £5 of pustoral revenue comes from cattle, compared
with £4 out of every £5 from sheep. Rabbits also make thelr modest
contribution to our pastorol ineome |

The agricultural group 1s a very mixed bag indecd. Wheat
is by far thc most important crop, contributing about £1 in cvery
£3 in an averagoe year, But othor important crops inelude sugar-cane
fruit, vogotzblos and fodders. "Dalrying und farmyard" covors
o%gs and poultry, and also beekeeping, as well as the production
of butter, cheese and fresh mllk,

Perhaps the most remarkable thing that this diagram
shows is the absence of changs. During thirty years in whlch
Austr.lia has” developed enormously, and the world has gone through
changes unparallelcd in history, the rclative importance of
grazing, farming and dairying in our rural economy has altered
very little indeed. In 1939, as 1in 1909, the order is pastoral
industries first, agricultural second and dalrylng third. However,
if we compare thc early years with the most recent 1t will be seen
that the gap betweon first, socond and third places has grown
narrowor, Therec has, in fact, been a persistont tendency for the
proportion of gross farm Ilncome produccd by dairyl to incrcasc;
and an oqually persistont tendoney for tho pastora industriocs!

sharo to deercasce.

This contrast is highlighted in Diagram 4, Tho first
column dopiets the averago share of cach industry ovcer the pre-
last war years from 1907 to 1914, At that time £49 of every £100
of wealth came from the pastoral industriles and only £17 from
dairying and poultry. In the last five years before the present
war the shares were £41 and £23, respectively. Thils is a slign
that our rural econory 1s growing up. It deponds less on pr mitl
forms of land-use and morc on intonsive uso of land, There is
reason to expeet this trond to econtinue.
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