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FOREWORD

"Accountlng as an end in itself has no attractlons for the practlcal
farmer. It must be a direct means to the attalnment of some deflnltely
uéeful purpose if it is to make any appeal to the man whose interests are
very largely centred in crops'and stock, which are often not only the source
of his profits, but the basis of his reputation as a farmer as well". Thus
wrote J.S. King in the introduction to his book "Cost Accounting Applied
to Agrlculture" a half a century ago. While interest in, and an apprecia-
tion of farm recording and account keeplng is much more widespread today
than was the case only a few years back, this side of farming has little
more attraction for the modern farmer than it had for his father. This
despite the very considerable attention which has been given to the
development and popularising of methods of recording, account analyses and

the appllcation of farm business facts to the management of the farm.

This situation stems partly from the fact that farm accounting is
still "an irksome and rather monotonous business" but perhaps more SO from
the difficﬁlties inherent in the farming process: ", ... the organic
nature of the farming business, its prbcesses being the exploitation of
living organisms which require the maintenance of suitable conditions for
development, and a consequent dependence on natural forces cc.. a state -
of affairs in which limiting factors of an uncontrollable kind are con-
stantly in operation, and in which a balance of activities must be maintained;
conditions which are to a great extent eliminated in factory ‘industry
where 1nert material is being dealt with in a controlled environment ccee.
the farmer's problem is the grouping of activ1t1es within a glrcumscrlbed
field oeo." This compiexity of the farming process is greatly increased
if we consider the wide-ranging circumstances, both geo-physical and
historical, under which farming is carried 6n which have cqmbined to

produce a great range in farming systems and_types of farms.

Little wonder that there has grown up many schools of thought con-

cerning what was the most‘appropriate accounting systems for farming.

Volumes have been devoted to this subject. Obviously the system advocated
must take cognlzance of the purposes for which accounts are requiredo

For the farmer, "a good system of accounts should enable hlm to analyse

the past and the present in a way that will give definite 1nd1cat10ns of what
may or shopld not be done ... Farm records and accounts, analysed properly,

should form the basis for answering the most important managerial'questions




of what to grow and to rear and how to'do it most efficientlysco." The
policy maker needs much the same kind of information for the agricultural
iﬁdustry as a whole° Over the past forty years the trend in farm management
accountlng practlces has been largely in the hands of the agrlcultural econo-
mist which is understandable since, accordlng to HoCs Taylor, "the function ..
of the agrioultural economist is to throw light on'the pathway of the

farmer and the agrarian statesman'.

It is in the detailed aims and objectives of account keeping that con-
troversy has arisen. In their early role as farm management advisers, :
agricultural economists were divided into the "whole farm approach" school
on the one hand, and the "cost accountlng" school on the other - admlrably
summarlsed by King thus: "The difference between book-keeplng and cost
accounting should be definitely understood. Book-keeping is the keeplng
of records that will set forth the income, cost,rand profit of the bﬁsinéss‘
as a whole or complete unit; cost accounting involves the finding of cost,
returns, and profit on production units - on a pound of beef, a quart of
milk, a bushel ofvgrain soeo The businesa farmer wishes to know how much he
is making or losing on his business each year, how much he is making or
losing on each crop or class of animal, and how he can improve his business

so as to make more money".

The special nature of the farming process, to which reference has
already been made, preéented the proponents of the "cost accounting" school
with very real.problems when they came to apply their system to the actual
business of farming. King had already hinted that modifications of
accepted systems might be calied for. "Scientific method in accounting,
as in any other brand of human activity, is only perfected by a process of
trial and errorc' No scientific weapon‘was ever forged that proved
entirely suitable under trial and that could not be sharpeﬁed on the wheél
of critical discusaion eoos TO that.end, where weaknesses may have been
established in existing methods, new lines of approach to the same problems
have been sugqgested a;;a It is proposed to eliminate some of the wearisome

labour of apportionment without, it is hoped, any loss of vital information.."

Indeed, in the U.S.A., where farm accounting for managemeht was

developed much earlier than in this country, we find H.C. Taylor, as early
as 1905, strongly advocating modification of the cost'accouhting approach
whlch, at that tlme, could be deflned as the determlnatlon of the individual

product cost and the separation of the profit and losses on the several




branches of the farm activities (as distinguished from the keeping of
ordinary financial books of account). In his (Taylor'é) view, "the cost
system should be confined to a few comparisohs at a time, otherwise it
becomes too much involved. If the comparison is between corn and tobacco,
simply charge each of these crops for all it gets in the way of labour and
supplies .... accounts of this kind are invaluable because they show which
of twp more profitable crops will add the greater amount to the total profits
of the farm. It should be kept in mind that in agriculture the purpose of
cost accounts is not to find out the specific cost of the different products
but to ascertain the relative profitableness of the different types of
farming and the different competing elements in each type of farming. Not
cost but relative profitableness is the basis of answering all the economic
questions in farm management". This development in concept considerably
narrows the gap between the two schools. The gap is made narrower still
if, in arriving at the same point of view, the approach is made from the
basis of the whole farm account. Jo M. Saulnier hints at this possibility
when, in suggesting this narrower use for cost accounts, as advocated by
Taylor, he adds that the intention is "to extend, but not to replace,

ordinary financial accountssoss

For many and varied reasons, in the United Kingdom it was the whole
farm approach - in the form of the Farm Management Survey, supplemented by
enterprise costings ~ which was to be accepted at the national level as the
official means of obtaining data on farming for advisory and policy purposes.

-However, with the intensification of advisory work from 1950 onwards, the
limitations in the whole farm approach became increasingly obvious and, in
accordance with King's philosophy of modification and adaptation, resort
was made to '"new lines ef approach" which resulted, among other developments,
in the incorporation into the financial account of the "Gross Margin" con-
cept where "comparison between the variable elements of cost and returns
may be sufficient evidence of relative profitableness for practical purposes'.
The eventual adoption of the gross margin concept within the context of the
whole farm approach was certainly not entirely new in United Kingdom

experience; for many years this had been the scheme of accounting advocated

in Northern'Ireland by Liversage. What practice has surely taught, however,

following this adoption, is that, if the gross margin concept is to win a
wider measure of acceptance then its application must essentially be seen
as involving a break-down of the whole farm account which, within limits,
is capable of independent verification. The concept should not merely be .

regarded as providing a basis for deriving an appropriate number of separately




constructed components which, in aggregate, might infer a total income

poéition which, if tested, would prove untenable. It is as an exercise in

the implementation of the former of these two approaches that the following

report is presented.

August 1972. ) ' ' S.T. Morris.




CONTENTS

Foreword by S. T. Morris

Introduction
A Gross Margin Approach to Whole Farm Analysis

Individual Enterprise Performance, 1968/69 to 1970/71

Margins, Overheads and Incomes

Conclusion

APPENDIX: ' Definitions




ACKNOWLEDGEMENTS

In order to obtain the information on which this report is based it

was necessary to seek again the help of co-operators within the continuing

Farm Management Survey. To those who provided such help this Unit extends

its sincere thanks.

The nature of the analysis which has been undertaken has also made
additional demands on both field and office staff and, in this connection,
the authors would like to express their thanks to D.G. Balogh, G.D.D. Davies,
G. Kerr and K.G. Tyers for their part ih collecting the data presented in the
report and to Miss Kathleen Cornelius, Miss Pamela Hexter and W.L. Rook for

their efforts in processing the material.




I

INTRODUCTION

- The main purpose of the Farm Managemént Survey for many years has been
to provide a continuing source of information concerning the trend in the
profitability of different types of farming within the national farm leaving
the profitability of individual farm enterprises to be determined, in the
main, by other surveys. One of the primary reasons for this long-standing
division of function lay.in the understandable difficulty in finding, in
adequate numbers, co-operators who would be willing to keep sufficiently
detailed records to permit the varying objectives of existing surveys being
attained by means of a single, all-embracing survey. Nevertheless, it was
generally recognised that the additional information obtainable from an
expanded financial analysis of the whole farm on a gross margin basis(i)
would greatly assist in the explanation of changes in farm income over time
and, as a consequence, an interest in the eventual possibility ofran enter-
prise approach to the analysis of Farm Management Survey material was

maintained.

In 1965, therefore, a pilot survey was initiated within the continuing
Farm Management Survey(Z) which required a sub-sample of co-operators to
keep physical records relating to the enterprise usage of a limited range
of farm materials and to crop and livestock transfers from one enterprise
to another. The data provided by these records, after appropriate trans-
lation into financial terms, were then used to amplify the normally pre-

pared annual accountse.

Among the benefits to which, it was hoped, this expanded form of

account analysis would give rise were:

a) the possibility it provides for a more detailed explanation of
farm income trends and the assessment of farm enterprise per-
formance;

the opportunity it provides for the derivation of additional
standards for farm business planning;

(1) See "Planning on the Farm" by D. B. Wallace and H. Burr (Report No. 60,
Agricultural Economics Unit, University of Cambridge) for a useful
discussion of the principles underlying the gross margin concept.

(2) Ministry of Agriculture, Fisheries and Food, '"Farm Management Survey
Gross Margins Pilot Survey 1966", January 1969.
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c) 1its usefulness as a means of inter-farm comparison of the relative

efficiencies achieved in the performance of a given enterprise;

d) its value to the individual co-operator as a source of performance

- figures relating to his own farm.

It is from the South Western representatives in the sub-sample of Farm
Management Survey farms participating in the Ministry's pilot gross margin “

scheme that the data presented in this report has been drawne.
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IT

A GROSS MARGIN APPROACH TO WHOLE FARM ANALYSIS

In the early stages of its development, the gross margin technique was
primarily used in farm management analysis to assess the effect of postulated
changes in enterprise size on the individual farm. Employed in this con- ’
text, the concept of gross margins took into aceount any identifiable item
within the cost structure of the farm concerned which was considered to vary
~in a direct sense with the size of its constituent enterprises: for example,
seeds, fertilisera, spraYs, feedingstuffs, veterinary expenses, casual
labour and contractor's services. However, in any attempt to utilise the
technique for comparative pukposes, one is immediately confronted with the
fact that the fdllvrange of such costs is not common to all farms, and
furthermore, that cost ‘elements such as casual labour and contractor's
‘ charges are frequently substltutes for regular labour and machinery inputs
which are normally regarded as forming part of the overhead, or flxed,
cost structure. '

In modifying the gross margin approach for collective analysis, there-
‘fore, it has been necessary to define as variable only those items which are
generally commen to the cost structures of all farms with similar enter-
prises: ‘that is, to the material items of seeds, fertilisers and sprays
for crop production, and of purchased or home-grown concentratevfeeding—
stuffs and”veterinary inputs for livestock production. In this way a
measure of comparability of data relating to both gross margihs and over-
head (or fixed) costs has been achieved albeit at the expense of some
departure from the strict definition of the gross margin concept. Thus,

in undertaklng the analysis described later in this report, each component

farm account has been analysed as follows:

Individual Enterprises

‘Enterprise Cutput

Seeds, both purchased and home-grown

: Fertilisers and sprays

Less Material Costs R Purchased feedingstuffs and home-grown
cereals fed

Veterinary expenses

= Enterprise "Gross Margin"




Whole Farm

Farm "Gross Margin" (Total of Enterprise "Gross Margins")

{Total labour

/ Rent and rates

\ Machinery
Miscellaneous costs

Less Overhead (Fixed) Costs

= Net Farm Income

By acknowledglng the practlcal difficulties inherent in any attempt to
undertake a full cost analy51s on an enterprise baSlS and by adopting a
modified approach wblch requires co-operators to keep only a minimum of records
relating td the enterprise use of materials; it was hoped that a sufficient
measure of co-operation would be forthcoming from farmers and in the event
the aid of 40, out of a total provincial sémple of some 230 farmers was en-
listeds Each of these 40 farmers agreed to keep diaries relating to their
crop and livestock enterprises while a field worker would visit the farm
twice a year to help with any interim difficulties. Few problems were, in
fact, encountered w1th the crop diaries but experience with the livestock
enterprise diaries was less successful particularly where the farmer under-
took the milling and mixing of hls own feed rations. In cases of the
latter, discrepancies’— often attributable to the inadvertent omission from
the diaries of entries relatlng to feed mixes = 1nvar1ably emerged when
reconc;llatlon with annual input data, derived by the adjustment of recorded
purchases for openlng.and closing stock positions, was attempted. However,
by analysing merchants! invoices in some detail at the data processing
stage, the allocation of méterials on an.enterprise basis was reliably
achieved for all but seven of fhe original sample of 40 férms, failure to
complete an allocation for these seven being almost entirely due to

deficiencies in milling and mixing records which could not be rectified.

In the light of the experience gained with the pilot sample, - subsequent

practice has been to ask farmers co-operating in the Gross Margin Survey
to keep records only}inirespect of those feedingstuffs fed by them to more
than one class of stocke. Feedlngstuffs which are utilised by only one
enterprise, having once been identified by the farmer, can be allocated
from a scrutiny of the invoices at the time the account is processed.

While this has inevitably meant some additional office work the proéedﬁre
has worked reasonably well and the survey sample, in the most recently
completed year, has been increased to 67, of which 55 provide the identical

sample for the years 1968/69, 1969/70 and 1970/71 on which this report is




based.

Composition of Three-Year Identical Sémple

The 55 farms included in the sample exhibit a wide range in farm size
measured in terms of both adjusted(i)'acreage“and Standard Man Day require-
ments. This is demonstrated by Table 1 from which it can be seen that
while, in 1968/69, 18 of the farms were under 100 acres in size, nine were
of 300 acres or over. Similarly, 14 possessed a labour requirement of
less than 600 S.M.D's while there were five farms with a requirement of at
least 2,400 S.M.D's. However, the average farm size for the sample for
the first of the three study years was, in terms of acreage, 192 and, in
terms of S.M.D's, 1,195,

Comparable data for 1970/71, also shown in Table 1, show that the
average size of farm in terms of acres had increased by only about five per
cent (from 192 to 202 acres) but that in terms of S.M.D. requirements an
increase of some 11 per cent (from 1,195 to 1,326 S.M.D's) was recorded
between 1968/69 and 1970/71 indicating a measure of increased intensity of
production.

Comparison of data for the gross margin sample of farms with similar
data for the regional sample of F.M.S. farms (Table 1) shows the smaller
sample to reflect, in general, the characteristics of the parent sample
particularly as far as their distribution by S.M.D. grouping is concerned.
In terms of acres, however, the gross margin sample tends to provide a
somewhat greater representation of farms at either end of the acreage size

range principally at the expenses of the 100-199 acre groupe.

In the gross margin sample .of 55 farms, dairy farms tend to be better
represented than general livestock farms but, with the majority of the
dairy farms engaging in one or more other liveétock enterprises, all of the
main livestock enterprises were covered by the sample. Evidence of this
is provided by Table 2. Also shown, for the two years, 1968/69 and 1970/71,
are the total acreages of the various crops and the total numbers of live-
stock pertaining to the sample in these two years, together with average
crop acreages and average livestock numbers calculated both on a "per farm"

and a "per enterprise" basis.

(1) Total acreage after adjustment of rough grazings to a pasture equivalent.
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The figures reveal a decline in the number of farms with cereal enter-
prises and in the number of those with sheep, pigs and poultry enterprises
but, perhaps not unexpectedly, the representation of the dominant dairy
and "other cattle" enterprises remained unchanged. However, the total
acreage of wheat and oats increased so substantially, despite a decline in
the number of participating farms, that the average size of these two enter-
prises increased by 36 and 66 per cent respectivelyo Among the livestock
enterprises a similar effect is to be seen in respect of the pig enterprise
whereé the increase in total enterprise output, with fewer contributing
enterprises, was such that average enterprise size in terms of output in-
creased by 89 per cent, although as a measure of change in physical size,
the latter figure is clearly inflated to the extent that pig prices rose
during the period under review. The average size of the dairy and thg
"other cattle" enterprises, as measured by the numbers of the appropriate
livestock, also increased, by 12 and 20 per cent respectively, as total

numbers of stock rose within a constant number of enterprises. Of the

remaining livestock enterprises sheep numbers and poultry output both fell

in total; but whereas, in the case of sheep, the recorded decline, in
conjunction with the fall which occurred in the number of recorded enter-
prises, resuited in a slight apparent rise in the average size of enterprise,
in the case of poultry the decline in total numbers was sufficiently great
to result in a fall of 15 per cent in the average size of enterprise not-

withstanding fewer participating enterprises.

Changes in Net Farm Income and in Gross Margins

The extension of analysis made possible by the application of a gross
margin approach to Farm Management Survey data permits a more detailed
explanation of changes in net farm income by shedding more light on the
underlying changes which have taken place in the component items of output
and CQ§ts° At this point it may be appropriate to correct again the
popular misconception which tends to equate gross margins with profit.

- It will be cléar from what has been said earlier that gross margins involve
only a partial allocation of costs (even though it be a major one) which
requires overhead, or fixed, costs still to be charged before a measure

of profit or net farm income is determined.

Table 3 shows that, over the three-year period from 1968/69 to 1970/71,
the average net farm income of the sample of 55 farms increased by £880 per
farm, the net effect of an increase in the whole farm gross margin of £1,867

partly offset by an increase in farm overhead costs of £987 per farm.




Table 4. Comparison of the Composition of the Identical Gross Nm‘ <Samp1e and of the
~ Parent Sample of F.M,S, Farms in South West England

1968/69 and 1970/71

Gross Hargin Semple (55 farms) F.M.S. Semple
. - - (222 farms) -
Size Group 1968/69 . 970/71 . 1970/71

Number |Per cent |Number |Per cex'}t Number |Per cent

Acres:
Under 100 acres
100 - 1992 " '
o0 - 296

300 acres and over

‘A1l Farms

S.M.D?s?
" Under 600 . ' N “ N - 16 1
600 = 1199 2
1200 = 1799 l : 18
1800 = 2599 ’ _ 6 S
2400, and over | ' 7 0 3

“All Farms 55 100 : 100 .

Totel Acreage b 10566 ' 1127 -
Average Size: Acres S92 To202
SJHD¥s | 1195 . 1326

Note: S.M.D's represent standard labour reﬁuirements measured in Standard Man Days.




Number and Size of Selected Gross Margin Enterprises within the Identical

Sample of 55 F.M.S. Farms in South West England

1968/69 and 1970/71

Number of Fafms

Size of.Enterprise/Sample Farms = -

with Stated
Enterprise

Total’

- Average for all farms -

Average. for farns with j?enterprise

1968/69

1970/71 .

1968/69 :

1970/74

1968/69

| 1970/71

% changs
1968/69 to

19720/71 -

" 1968/69

1970/71 - -

% change
.1968/69 to
1970/71

Wheat

Barley

Oats and mixed corn
Potatoes

Forage

Dairy cows

Other cattle

Pigs
Poultry

(acs.)
]
2113
27
122
7582

‘, Ccow nc;s.)

2904

(1'stk nos.)
1624

(eve nos.)
2881

(£.E.0.)
52282
13550

- iCacsy)

555
882
Lk
19

m'.

wa nos.)

3240

(1'stk nos.)
1949

(ewe. nos,)
- 250
:(c..-e.o.)

LINTs
6795

(acsa)
8
38
5
2
138

(cow nos,)
53
(1'stk nos.)

20

(ewe nos,)

52
(£.E.0.)
246

(acsa)
»
34
‘g

W7

(cow nos,)
59.

(1'stkinos,)
35

(ewé nos,)
46

'(s;E.o.) |

440 -
12

+ 26
-n
+ 61
+ 6
+ 7

(aqs.)
- 3.
62
'

7
138

| Coow nos.)

6.

7(1'Vs‘tk nos,)

33

(ewe. nos.)
131

(£.E.0.)
2614

(acse) ' R

5 °
61 -
2
18 ..‘
%7

(cow nos.), :

(32]

(arstk nos;)*: |

4o

(eve nos;) .

134

(£.E.0.)
hohs
679

+ 36
“ 2
+ 66
+ 6
+ 7

All Farms

10566 acs.,

11127 acs,

202 aé.s.

£.E.0, = Enterprise Output,
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One-third of this overall increase in overhead costs is seéen to have
resulted from rising labour costs which increased, on average, by £371 per
farm, or 21 per cent.  This compares with an increase in machinery costs of
16 per cent. In 1968/69, labour and machinery had occupied approximately

the same level of importance in the structure of overhead costs. The

charge for rent and rates, which'generally accounts for about 20 per cent

of overhead costs, showed the least increase over the three-year period

(12 per cent) while the composite charde for miscellaneous unallocatable -
items, as the smallest component of overheads, showed the largest rise

(27 per cent). In the case of this latter category, two observations may "
be of relevance. First, as Table 3 reveals, the increase occurred almost
entirely between the first two years of the three-year period reflecting,
perhaps, the uneven nature of much of the expenditure in this catégory
“which includes expenses incurred in connection with the maintenance of
property; and second, the magnitude of the overall increase serves to
emphasise the difficulty of containing levels in what is a relatively small
yet significant area of costs. - Nevertheless, there is some evidence, as -
was mentioned in the most recent Farm Management Survey Report,(l) to 5uggest
that farmers have at least succeeded in containing the increase in the
general level of overhead costs to a rate somewhat less than might have
been expected in view of the extent of the increase in the price of many
of the individual component items and of the evidence which exists of in-

creasing size of business.

Having established the trend and composition of the discernible changes
in the level of overhead costs in the period 1968/69 and 1970/71, attention
can now be turned to an analyéis of the changes in the various enterprise
margins which, ;n aggregate, must exceed overhead costs if a surplus in the
form of a net farm income is to be available. This analysis shows that.
cash crops contributed £479 per farm and grazing livestock a dominating
£1,458 per farm to the overall gross margin increase of £1,867 per farm.

On the other hand, the joint‘contribution of "pigs, poultry and miscellaneous"
fell, mainly as a result of the miscellanecous component. The trend in the
gross margin per farm in the case of the intensive pig and poultry enter-
brises corresponds broadly with the respective changes which occurred in . -
the total numbers of pigs and poultry on the sample farms, an increase in

the margin from pigs being accompanied by a decrease in that from poultry,

(1) Farm ManagementvSu:vey: Summary of Financial Results, 1969/70 and 1970/71.
Agricultural Economics Unit, University of Exeter, December, 1971, page 10.
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Within the two main groups of contributing enterprises - cash crops
and grazing livestock - there was:considerable variation in the effect on
the overall position exerted by individual enterprises. Wheat and potatoes
were the major contributors to the total change in the grossg margih derived
from cash cropping, the share of the former amounting to £191 and that of
the latter to &£130. The contribution of grazing livestock, -which was
the main constituent in the change in the whole farm gross margin was in
turn dominated by the change in the gross margin for the dairy enterprise
which alone accounted for £1,260.ocut of the total grazing livestock figure
of £1,458.

The importance. of the dairy-dominated grazing livestock sector within
the described changes in the gross margin pattern for this sample of Farm
Management Survey farms reflects the dominating part played by grazing live-
stock in the agricultural economy of the South West: In 1968/69, this broad
category of livestock utilised 72 per cent of the farmed land of the sample
holdingg and contributed almost 74 per cent of their aggregated gross
margins; by 1970/71 these proportions had risen slightly to 73 per cent

and 75 per cent respectively.

The "othér_cattle" enterprise proved only a relatively minor contributqr
to the increase in the overall gross margin level for grazing livestock
while the contribution of the sheep enterprise actually proved to be a

negative one, a fall in gross margin of £27 per farm being recorded.

Factors in Changing Gross: Margin Levels

At this stage of the analysis an examination of some of the factors
responsible for the observed changes in gross margins and in the level of
overall farm income would seem desirablé even if the extent of that examin;
ation is necessarily limited. - An attempt has, therefore, been made here
to assess that proportion of the observed changes in gross margins which
might reasonably be assigned to changes in the size of the respective enter—

prises within the aggregate sample farm. Any'residual element ofvthose

changes can then be attributed to the combined effects of product and input

price changes, changes in the efficiency of material use, and changes in
seasonal factors which reflect themselves in yields. The method adopted
involved the application of the average gross margin performance figures

for 1968/69, for the various selected enterprises, to changes inlthe average
size of these enterprises as measured by the appropriate physical units.

The procedure assumes, of course, that no gfeat variation in the efficiency,

with which material resources are proceséed\is likely to result from changes




Table 3o Average Levels of Enterprise and Whole Farm Gross Margins
and of Overhead Costs for 55 F.MeSe Farms

1968/69, 1969/70 and 1970/71

Change from
1968/69 to 1970/71

1968/69 1960/70 1970/74

Per farm { Per cent | Per farm| Per cent| Per farm{ Per cent | Per farm| Per cent

& B g g
Enterprise Marginss

¥heat 221
Barley v 9
Oats and mixed corn 177
Potatoes 166
Other oash crops 78

K11 Cash Crops

Dairy cows

Other cattle

Sheep

Other forage output

A1l Graz,L'stk. &‘ Forege

Pigs
Poultry
Miscellaneous

Whole Farm Gross Margin

Overhead Costss

Labour

Rent and rates
Hachinery and power
Miscellancous

Total Overhead Costs

Net Farm Income

Tenant's Capital




Composition of Changes in Gross Margins Per Farm
By Enterprise
1968/69 and 1970/71

Change in Gross Margin per Farm

Enterprise ‘ Estimated change |}  Residual change
Total change due to change 1) attributed tfz)
in enterprise size other factors

£ £
Wheat ’ + 58 . + 133
Barley ' + 160
Oats ;and z;-xixed corn - »A - 22
Potatoes = - ' + 123
Other cash cfopfs - . NeCo
Totel Cash Crops ' . NeCe
‘Dairy cous ‘ ' ‘ + 717
Other cattle | + 65
Sheep 1 ’ . e 20
Other forage output : NeCo

Total Grazing Livestock
Forage Output NeCo

Pigs, poultry and
Miscelleneous - 70 NeCe

Whole Farm Gross Margin + 1867 NeCe

(1) Based on changes in crop acreages and livestock numbers ned, = not onloulable.
assuning no change from 1968/69 unit  levels of gross :
margin performance,

(2) See texte
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in enterprise size of the magnitude encountered in the sample.

As an example, wheat acreage increased on average by just over two

acres per farm. The application of the average gross margin per acre.of
wheat for the 1968 harvest year, £27°5, to this change in wheat acreage
indicates that some £58 of the difference between the average gross margins
for wheat in 1968/69 and 1970/71 (which, as Table 3 shows, amounted to £191)
was accounted for by the size factor and &£133 by factors other than the
expansion of the acreage grown. In contrast, the acreage devoted to
potatoes within the sample farm changed only slightly. Consequently,
almost the entire recorded change in the gross margin for this crop within
the sample can be attributed to the net effect of prices, efficiency in

variable resource use, and seasonality factors.

The results of applying this technique over the range of selected
gross margin enterprises are set out in Table 4. With the average number
of dairy cows pef farm rising by some 12 per cent, increased enterprise
size is seen as contributing 43 per cent of the increase of £1,260 in the
gross margin per farm for the dairy enterprise which occurred between 1968/69
and 1970/71, leaving rather more than half to be accounted for by changes
in prices, efficiency in the use of variable factors and yields. In the
case of "other cattle", an increase in the number of stock emerges as the
dominant factor in the increased enterptise gross margin apparently account-
ing for more than three-quarters of the change. For the sheep enterprise,
without the moderating effect of other factors, the fall in ewe numbers
would have undoubtedly resulted in a much greater fall in gross margin

per farm than was actually recorded.

It will be noted that pigs and poultry have been excluded from this
type of analysis as the variation in the systems of production which is
encountered within these enterprises precludes any satisfactory basis for
measuring enterprise size. The pig enterprise, for example, includes not
only breeding systems but systems devoted exclusively to the fattening of
store stock. The change in the contribution of pigs and poultry to the
total gross margin of the sample (together with that of the small miscell-
aneous element) has therefore been recorded only in its aggregate form, as

has the change in the normally negative margin attributable to the forage
acreage.

Having thus made some assessment of the contribution made by the

shift in emphasis within the enterprise "mix" of the sample to the change
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in the "whole farm" gross margin for the group, attention can be directed

to an examination of the relative importance for each of the land using

enterprises, of other factors in'determining changes in average gross
margin levels between the years 1968/69 and 1970/71.




INDIVIDUAL ENTERPRISE PERFORMANCE

1968/69 to 1970/71

In this section, an assessment of the factors contributing to the chang-
ing level of performance of individual enterprises will be seen to have been
made in terms of an acre of the appropriate crop in the case of the cropping
enterprises and in terms of the appropriate animal unit in the case of the

livestock enterprises.

Wheat (see Tables 5a and 5b)

Winter and spring wheat together represented some five per cent of the
total farmed acreage of the sample in 1970/71 but contributed only four per
cent of the "whole farm" gross margin for the sample (see Tables 2 and 3).
Nevertheless, this still constituted a substantial improvement in performance

- compared with 1968/69, the gross margin per acre for wheat on the farms in
the sample growing this crop having increased, as Table 5a shows, from

&£27°5 to &£40°8, an increase of more than &£13°0 per acre.

A number of factors are secen to have contributed to this improved per-
formance not the least being the effect of increased wheat prices (including
deficiency payments) which is reflected by an increase of 21 per cent in
the measured monetary output per hundredweight of cereal yields. At the
same time average physical yields recorded for 1970/71 were some 13 per
cent above those for 1968/69 while overall material costs per acre slightly
decreased due to a fall, émounting to five per cent, in fertiliser costs

per acre. .

In Table 5b a comparison is made, for 1970/71, between the average
enterprise gross margin performance of all the wheat growing farms in the
sample and the average reported by premium performance farms, the latter
being identified as the 'top" one-third of the sample when its component
farms are ranked in ascending order according to their ehterprise margins
per acre. Also shown is the range in the performance figures achieved by

the sample.

The wide variation in enterprise margin per acre is seen to stem from
the pronounced fluctuation found within the sample in both output and cost

factors and, perhaps not surprisingly, the premium farms show themselves at
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an advantage on all, or nearly all, measured counts. Their higher average
yield (34 cwt. per acre) combined with a slightly higher unit return (£1°6
per cwt. yield) and a materials cost figure of £8 per acre to give ghem an
average enterprise margin of £45 per acre. As reference to subseqﬁént
sections will show, this result gives an advantage to wheat as a crop over
the premium performances of other cereals. However, as a result of its
‘more stringent physical requirements, there is probably a tendency to con-

fine its cultivation to the more limited acreage of better soils.

It should be added that in cases where it is deemed appropriate to
value the straw crop, the gross margin of the enterprise would be increased

accordingly.

Barley (see Tables 6a and 6b)

The importance of barley, both in terms of the proportion of the farmed
acreage of the sample devoted to the crop (17 per cent) and its contribution
to the sample's whole farm gross margin (10 per cent), declined in 1970/71
compared with 1968/69 when the comparable figures were 20 per cent and 11
per cent. The fall in acreage, incidentally, was largely due to the
decision of a few farmers with only small barley acreages to abandon it

completely as a crope.

In contrast to this apparent decline in the cropts importance, the
gross margin per acre for barley increased from £24°7 in 1968/69 to £29°4
in 1970/71 although this latter figure still represented a fall from the
exceptionally high figure of £32°5 recorded for 1969/70. In 1969/70 and
1970/71 the levels of gross margin achieved were due primarily to the high
returns attainable by barley producers as a result of the favourable price
and deficiency payment levels which prevailed although performance in
1969/70 was assisted by an average physical yield which was better than
that obtained in the other two years which proved to be relatively poor
from a barley-growing standpointe. A contributory factor to the drop in
gross margin per acre from the high levels of 1969/70 was the increased
incidence .of material costs -~ notably seeds and fertilisers - which, on

average, rose by 10 per cent.

The one-third of the barley growers showing better records of gross
margin performance achieved a higher average yield and higher average
returns from the sale of their crop than their less successful fellow co-

operators, factors which more than compensated for the higher level of costs
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Table 58 Measures of Average(1) Gross Margin Performance -
For All Farms with Wheat Enterprise '

1968/69, 1969/70 and 1970/71

Chenge from
1968/69 1969/70 1970/71 | 1968/69 to
1970/ 71

Financial Measures Per Acre

(2

Enterprise Outp

Cost of Materials:
Seeds
Fertilisers
Sprays

Total Materials

Gross Margin

Other Measures

Yield (ewtse per acre)

Enterprise output per cwt, yield (€)
Acreage devoted.to enterprise 42
Number of farms with enterprise ' 12
Average size of enterprise (acres) -7

(1) Weighted average based on total cnterprise acreagee
(2) Excludes any imputed value of strave

’Table 5b Comparison of Gross Margin Performance for All Farms
With Wheat Enterprise and High Perfornmance Farms

1970/71 -

- A11 Farms Average(.q). for
Q) High Perfore
hverage Renge mance Farms

Financial Measwres Per Acre B Y TS A

Enterprise Output(g) 47e4 35m57 53el; -

Cost of Materialss : e _
Seeds i Ze3 109690 30,
Fertilisers T heq 0760k Le2
Sprays o 0e8 000=1e4 ~ 0e8

Total Materials ' 8e2 651197 80

Gross Margin e : S 38¢9 23=48 . 45l

Other Mecasures

Yield (cwte per acre) 3l
Enterprise output per cwte. yield (&) ' 15
Size of enterprise (acres) 51

(1) Simple average of individual enterprise neasures,
(2) Excludes any imputed value of strawe -
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“

Table 6a Measures of Average Gross Margin Performance
For All Farms with Barley Enterprise

1968/69, 1969/70 and 1970/71

; Change from
1968/69 1969/70 1970/71 | 1968/69 to
1970/71

Financial Measures Per Acre

Enterprise Output(Z)
Cost of Materials:
Seeds
Fertilisers
Sprays

Total Materials

Gross Margin .

Other Measures

Yield (cutse per acre) 250
Enterprise output per cwte y:.eld ©) 13
Acreage devoted to enterprise 2113
Number of farms with enterprise 34
Average size of enterprise (acres) 62

(1) Weighted average based on total enterprise acreage.
(2) Excludes e8¥ izputed value of straw,

Table 6b Comparison of Gross Margin Performance for All Farms
‘With Barley Enterprise and High Performance Farms

1970/71

Average( ) for
High Perfor-
nance Farms .

Financial Measures Per Acre &

- Enterprise Outpu'h(z) 15-49

. Cost of Materiols:
Seeds : 103620
Fertilisers 1e3=8¢6
Sprays 0e0=104

| Total Materials o LeDle3

* Gross Margin = - : 2 Y

Other Measures

Yield (ewte per acre)
Enterprise output’per cvte yield (£)
Size of enterprise Cogres) = e

(1) Simple average of individual enterprise measures.
(2) Excludes any imputed value of straw.




- 19 -

which they appeared to incur. These higher costs, of course, should not
be directly associated with the achievement of higher yields as heavief
fertiliser and spray usage may stem from rotétional requirements on the
premium farms which in size tended to be larger than the average for the

sample.

Again, the wide range in performance both in terms of output and costs
must be emphasised and attention again drawn to the supplementary effect
on gross margin performance which would result from any valuation of the

straw yield.

Oats (see Tables 7a and 7b)

The adreage of oats and mixed corn showed some increase over the -
three-year period although in 1970/71 it claimed only some four per cent of
‘the total sample acreage and contributed just over two per cent of the
whole farm gross margin. _ On average, the yield of oats was consistently
higher than that of barley over the three-year period but was higher than
that of wheat only in the first year of the investigation period, there-
after showihg a fall. This pattern in relative yield levels is largely
repeated in a éompérison of the gross margin performance of the three
‘cereal enterprises;' an eight per cent increase in material costs over the
period in thé case of the oat énterprise counterbalanced an increase of
seven per cent in the value of output per cwt. yield to make the fall in
average yield a determining factor in the gross margin performance of the

 crop.

The importance of yield as a factor in gross margin performance is also

suggested by the measures for 1970/71 appropriate to the more successful
of the oat growers whose yields, on average, were substantially higher than
those for "all farms" while their average level of material costs was little

different from, and their average level of output per cwt. yield actually

" 'slightly lower than, the comparable level for the parentisample°

- However, the wide range in performance encountered in this, as in the
other cereal enterprises, serves to emphasise the caution with which
average measures should be employed as standards, particularly, for ekample,
where the incorporation of the crop into a farming system is being con-

sidered as a new venturc.




Potatoes (see Tables 8a and 8b)

With only a relatively small number of the sample farms growing potatoes
" this crop accounted for a very small proportion (some one per cent) of the
total farmed acreage of the sample but, for the farms concerned, the
presenee of the crop can have a significant effect on income due to the
very wide yearly fluctuations in gross margin per acre to which the crop is

prone.

Over the period 1968/69 to 1970/71 the total acreage of potatees grown
by the sample farms increased very slightly and, with yields and material
costs per acre also varying only to a modest extent, the principal factor
in fluctuating margins would seem to be that of average sale price as
revealed by changes in the enterprise output per ton yield which varied from
a little under £13 in 1968/69 to just over £22 in 1969/70 and to rather less
than £18 in 1970/71. |

The overriding 1mportance of commodity price in the case of this crop
is reflected again by a comparison of the average performance for all farms
in 1970/71 with that of the high performance farms fo; the same year, a
comparison which also demonsfrates the small differences in average Crop
yields and material cost levels which are clearly'insufficieht to account

for the revealed difference in gross margin performance.

It is interesting to note that seed costs are by far the most s1gn1f1cant
of the material cost components while the prevalance of farm gate sales with-
in the pattern of disposals seem to be the main factor in the achlevement of

higher average levels of unit returns.

Dairying (see Tables 9a and 9b)

Although it cannot claim to be statistically representative of the
entire region, the present identical sample, with 47 of its total of 55
farms containing a dairy herd, can at least provide an indication of recent
trends in an enterprise which is of primary importance to the‘farming
economy of the South West. For exemple, while the proportion of the farmed
acreage of the sample which dairy cows utilised remained relatively constant,
their contribution to the whole farm gross margin increased, as was shown in
Table 3, from 55 per cent in 1968/69 to 57 per cent in 1970/71.  Moreover,
the total size of the sample herd increased by 12 per cent but, with the

stocking rate of the farms on which these dairy cows were found showing an
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Table 7a ‘ Measures of Average(q). Gross Margin Performance OATS AND MIXED CORN
For All Ferms with Oats and Mixed Corn Enterprise

1968/694 1969/70 and 1970/74

. -1968/69 1969/70 1970/74

Financial Measures Per Acre

Enterprise Oubputca)
Cost of Materials:
Seeds
Fertilisers
Sprays

Total Materials

Gross Margin

Other Measures

Yield (cwts. per acre)

Enterprise output per cwte yield (£)
Acreage devoted to enterprise 266
Number of farms with enterprise 14
Average size of enterprise (acres) 19

(1) Weighted average based on total enterprise acreage.
(2) Excludes any imputed value of straw,

Table 7b Comparison of Gross Margin Performance for All Farms
Yith Oats and Mixed Corn Enterprise and High Performance Farms

1970/ 71

(©)

Average” “for
High Perfore
nance Farms

Financial Measures Per Acre £

Enterprise Output(z) ) 389

Cost of Materials:
Seeds 301
Fertilisers 38
Sprays ' ) 07

Total Materials . ’ 746

Gross Margin 3103

Other Heasures .

Yield (cwte per acre) 278
Enterprise output per cwt, yield (£) e
Size cf enterprise (acres) 32

(1) simple average of individual enterprise measurese
(2) Excludes any itputed value of straw.




- 22 —

Table 8a ©  Measures of Average(1) Gross Margin Performance
~ For All Farms with Potato Enterprise

1968/69, 1969/70 and 1970/71

i Change fron
- 1968/69 1969/70 1970/71 1968/69 to
1970/ 71

Financial Measures Per Acre %

Enterprise Output

Cost of Materials:
Seeds
Fertilisers
Sprays

Total Materials

Gross Margin

Other Measures

yield (tons per acre) 9e7
Enterprise output per ton yield (£) 12¢9
Acreage devoted to enterprise 122
Mumber of farms with enterprise 7
hverage size of enterprise (acres) 17

(1) Veighted average based on total enterprise acreage,

Table 8b Comparison of Gross Margin Performance for All Farms
With Potato Enterprise and High Performance Farms

1970/71 |

(1)

Average for
) High Perfor-
Average pance Farns

Financial. Measures Per Acre’ [

Enterprise Output 120-237
Cost ‘of Mzterials: )
Sceds 18¢0-280
Fertilisers : . 1004=17+0
" Sprays . 0001102

Total Materials 5200-554

Gross Margin - ' 73182

Other Measures
Yield (tons per acre) 8-11
Enterprise output per ton yicld (8) 14012240
Size of enterprise (acres) 19 1-56

(1) Sinple average of individual enterprise measures.
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improvement from 1°4 acres to 1°3 acres per cow, the acreage of the sample

"farm" supporting them has increased, in absolute terms, by only six per

cent.

Cverall performance, measured in terms of average gross margin per
dairy cow, increased over the three years from £89 to £101: that is, by
14 per cent. In terms of gross margin per acre it increased from £63 to
£75 (20 per.cent).s These trends were achieved by an expansion of enterprise
output per cow to which an increase in the price of milk and an increase
in average milk yield (from 868 to 897 gallons) contributed. Milk sales
per cow, in fact, increased over the period by £13 to £154 the difference
in this latter figure and the figure of £157 recorded for enterprise oﬁtput
per cow in 1970/71 being accounted for by the additional output resulting
Ifrom the excess of calf prices over the charge for herd depreciation. The
comparable figure for this element of output additional to milk sales per

cow was a small negative amount in 1968/69 due to lower calf prices.

In view of the rate of increase in the unit cost of concentrates in
the 1970/71 winter and the increase in average milk yields recorded in the
final year of the period it is perhaps surprising that the increase in
concentrate costs per cow has been contained to an annual level of less
than five per cent, the overall rate of increase from 1968/69 to 1970/71
being 10 per cent. As the concentrate bill forms such a dominant part

- of total material costs (inclusive of fertilisers) its control has clearly

been a significant factor in increasing the dairy enterprise margin.

Veterinary costs have been treated in this and in other livestock
enterprise analysis as an item of material costs because of their close
relationship with production. While representing only some eight per cent
of the total cost of materials they can be seen to have increased over the
period of the study at a faster rate than other costs‘(by'19 per cent).

It is impossible to say, however, to what extent this increase was due to
increased veterinary charges or to the increased demand for veterinary

services consequent upon a rising incidence of veterinary problems.

Forage costs per acre over the period as a whole have shown no in-
crease despite the improvement recorded in the rate of stocking. and the
general.increqse in fertiliser prices in the same period. In total, how-
ever, material costs (concentrates, veterinary costs and forage costs) in-

creased from £51°4 to £55°6 per acre - an increase of some eight per cent.
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With dairy gross margins for individual farms within the sample ranging
from £72 to £149 per cow and from £38 to &£176 per acre the scope for improv-
ing the contribution of this enterprise to the whole farm gross margin for
the sample would appear to be considerable and, with dairying already the
major enterprise on the preponderance of farms in the South West, the effect

on their average level of income could well be considerable.

Marked variation is visible in most of the contributing elements to the
gross margin measure of performance: enterprise output, for example ranged
from £107 to £238 per cow while. the charge for concentrates, which were the

major item of material costs, varied from £17-1 to £91¢3 per cowe

While it may be tempting to infer from the figures relating to the
designated high performance farms that high yields must inevitably be a
feature of such farms, inspection of the individual farm results indicated
that this is not necessarily the case and that disproportionately high
levels of material use may entirely negate the beneficial effects of high
yields while relatively low yields associated with commensurately modest
levels of material use were still capable of giving rise to adequate margins
over material and forage costs. . Thus, included in the high performance
farms, when farms in the sample are ranked by gross margin per cow, is one
farm with an average yield of only 714 gallons per cow but a gross margin
of £114 per cow. In contrast, the farms classed in the same ranking
exercise as being of low performance contain one farm with an average yield

of 1,031 gallons per cow but a gross margin of only £81 per cow.

As one would expect, some yearly variation in the performance of in--
dividual farms is encountered and, in fact, of the farms classified as
having achieved a high performance in 1970/71 in respect of their dairy
enterprise, only half of them enjoyed such a position in 1968/69. However,
some 70 per cent of the farms classified for 1970/71 as falling within the
one~third of the sample containing the poorest performances were found to

have occupied a corresponding position in 1968/69.

Where land is the limiting resource farmers may prefer to measure their

standards of performance on a "per acre" rather than a "per cow" basis and for

this reason both bases have been employed in the accompahying tables relating

to the dairy enterprise. When ranked according to their gross margin per-
formance per acre the reconstituted high performance group is found to

contain only about a half of those farms assigned to the premium group on




Measures ‘of- t.verage< ) Gross Margin Performance
_.For All Farms with Dairy Enterprise

1968/69, 1969/70 ‘and 1970/71

Table 9a

- 1968/69

1960/70

1970/71

Change from
1968/€9 to
1970/74

Financial Measures Per Cow

Enterprise Output

Cost of Materialss
Concentrates
Veterinary costs

Margin over Concentrates and
Veterinary Costs

Forage Costs '

Gross Margin

15
1405

3743
302

100+0
109

g
AWe5

388
307

99+0
111

%

89+1

879

(Gross Margin Per Acre .

627

63+9

Other Measures ™ . .. .-

Yield (galls, per cow)

Stocking rate (forage acres per cow)
Milk sales per cow (£)

Milk price per gall.(p)

‘Total number of cows in enterprises
Numbér of farms with enterprisc
hverage- size of herd

868
el
1444
1692
2903
47
62

859
1ok

- ko
16¢3
2087
Y
66

(1) Weighted average based on‘total. number-of ‘cows in enterprisess

Table 9b

Comparison of Gross Margin Performance for All Farms

Ulth Da:.ry Enterprise and High Peri‘orm:mce Farns

4970/71

A1l Farms

Average

(1)

for High

Performance Farms

‘hverage"

)

Renge

By nargin
per cow

By margin
per acre

Financial Measures Per Cow

Enterprise Output
. Cost 'of Materialss
Concentrates '
Veterinary costs 3
Margin over Concentrates and
Veterinary Costs
Forage Costs

Gross Margin -

o
107-238

1721-~01¢3
0e7-76

72156
- 4o7u2303

< pew

£

ﬁ .
17504

4geg
hod

- q22eh
1240

72-149

11094

- Gross Margin Per hcre.

- 38-176

1025

Other Measurcs

* Yield (galls, per cow)

) Stockmg rate (forage acres per cow)
Milk sales per cow ()
Milk ‘price per galll(p)
Size of herd. ..

895
1eh
155
173
- 69

6201294
0¢8=2¢6
108-230

150222201
10-227

(1) Simple average of individual enterprise

meAsuresSe
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Table 10a HMeasures' of Average(1). Gross Mérgin Performance - OTHER CAITLE. . -

“For A1l Farms with "Other Cattle" Enterprise '
1968/69, 1969/70 and 1970/71 -

fi

‘.

1063/69 | 1969/70 !

Financial Measures Per LoU. .. L&
Enterprise Output ’ 711
Cost of Materialss =~ - -

Concentrates : : ‘ 235
Veterinary costs 143
Margin over Concentrates and SO
Veterinary Costs hees -
Forage Costs ’ SR P 807 .. ..

Gross Hargin o e |

Gross Margin Per Acre R 25¢6

ther i’leastﬁ'es

Stocking rate (forage acres per L.U.) - 4e5
Total number of LeUs!s in enterprises 62h
‘Number of farms with enterprise = k9 .
Average size of enterprise (LoUe's)’ . 33 38

(1) Veighted average based on total number of LuUl's in_en{cerpxji-.séf_s.',»,f ‘

Table 10b Cogérisbn of Gross Margin Performance for All Parms -
With "Other Cattle" Enterprise and High Perfornmance Farns

1970/71

Average(q) for High

alr Performance Farms

\ ‘l‘iirérage(")

Bvagm» i By margin
Range per L.Us per acre

Financial Measures Per LeU. , £ BEREY SRR EERRN SRR
Enterprise Output oo 85k | 8199 .
~ Cost of Materdals:: . . . - - | . o
Concentrates - - - . : 21k . 23eh | 2302 .
Veterinary costs ' : 15 Cdeh L ae2
Margin over Concentrates and: - oo C
Veterinary Costs - : 47e5 60°6 575
Forage Costs - : cee e 996 747 80

Gross Margin Per Acre S a2 | B9 362 | 3805

Other Measures

Stocking rate (forage acres per L.Us) el _ 3 5,
Size of chterprise (LaU.3s) . s B /A

(1) simple average of individusl enterprise measurese. -




- 27 =

the basis of their performance per cow, the complement of the group being -
maintained by other farms whose performance in terms of stocking rates over-
rides their less satisfactory standard of performance measured on -a "per

cow" basis. Thus, for these latter farms, yields on average amount to

982 gallons per cow and enterprise output to £175 per cow, measures which,
with somewhat higher concentrate and forage cost levels (£49 and £12 per

cow respectively) result in a gross margin per cow of £110, some £13 less

than the figure obtained on average by those farms where the "per cow" measure
of performance was made the basis of the ranking procedure. A stocking -
rate of only 1°1 acres:per cow, however, results in the achievement of a -

gross margin per acre of £102.

- In view of the wide variation in herd size- (from 10 fb 227 cows) found
on the 47 farms during the three years of the study, attempts were made to
ascertain the existance of 'a direct relationship between herd size and gross
margin per cow or'gross margin per acre but this could not be discerned
because of the wide variations in performance which were found to occur with-
in the selected herd-size groups. It should not be construed from this
that an individual farmer, on expanding his herd size, need-necessarily
expect his level of performance to remain unchanged as the outcome of such
a policy will certainly be affected, in the first instance, by his personal
managerial ability. Nevertheless, it might suggest that,: for any given -
standard of management, any increased efficiency in the use of resources as
a consequence of herd expansion is more likely to arise from the more
effective spread of overhead costs such as labour and machinery than from -

the more productive combination of materials.

Other Cattle (see Tables 10a. and 10b)

'Notwithstanding the marked differences which may exist between the
labour and the capifal'requirements of "other cattle" as an énterprise and
those of dairy cows, the difference in their respectiﬁe margins is very
striking. Moréover, fhe_rélative movement in those margins over the three
years 1968/69 to 1970/71 would appear to suggest that the diffefence'is not

narrowinge.

Certainly the range in performance of the "other cattle" enterprise
appears dgreater than for any other enterprise but this is nb doubt attribut-
able to the fact that within the enterpriseHSO designated is to be found
a wide variety of systems which range from the very extensive - with-a very

slow rate of turnover - to the very intensive.  The higher performance -
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farms, by their results expressed both on a "per acre" and a "per livestock
unit" basis, indicate the importance of achieving greater output (net of
livestock purchaseskand cost of transfers) as their relative success appears
to have been attained with few additional material costs but the smallness
of the sample effectively precludes any association of better results with

a particular system of production.

The failure of the margin from cattle rearing to increase, in the three
years to 1970/71, as-much as one might have been led to expect by the trend
in the sale prices of cattle over this period is perhaps explained by several
factors. First, to the extent that buoyant cattle prices reflect them-
selves in the realised value of young calves, this benefit has been trans-
ferred to the dairy enterprise with which it is usual to credit the value
of the calf. Second, the increase in cattle prices, in the period con-
cerned, tended to relate to beef cattle rather than to calving heifers
whereas the "other cattle" results include both systems of rearing. In- .
spection of the individual records for this enterprise. did reveal, in fact,
that the few specialist beef rearers in the sample had, on.average, in-
creased their margins from a position somewhat. below the average for farms
specialising in dairy replacements to one of -comparative advantage. ~With
the more recent rise in the value of dairy heifers, however, this may have

proved only a temporary situation.

It should be noticed that the_varions livestock categories found within

the "other cattle" enterprise make it necessary, in determining densities
of‘stocking, to employ a standard unit of measurement in respect of livestock
numbers, the livestock unit. This is based on the estimated food require-
ments of a dairy cow, the livestock unit factors: for the other categories
of livestock belng determined by the proportional relationship of their
respectlve estlmated food, requlrements to this standardo(l) Expressed in
terms of 11vestock units, therefore, the average size ofbthe "other cattle"
enterprise is seen to have increased by more than 20 per cent 1n the three
years from 1968/69, while the enterprise output per livestock unit in-
creased by some five per cent over the three years to nearly &£75 1n 1970/71°
At this latter level, however, it still only amounted to approxlmately half
the comparable enterprlse output figure for one dairy cow which 1ncreased

~ by some 12 per cent in the same period. Thus, while the cost of con-

centrates and, 1ndeed, of materlals generally, desplte the rate of increase

(1) See the Appendix for the Scale of Livestock Units actually employed.

/
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Table 11a = - Measures of .Average

Gross‘rllargin Perfornance

For All Farms with Sheep Enterprise
1968/69, 1969/70 and 1970/71

1968/69 1969/70

1970/71

&
103

Financial Measures Per Ewe

Enterprise Output

Cost of Materialss
Concentrates
Veterinary costs

Margin over Concentrates and
Veterinary Costs

Forage Costs

12 .
05

86
a0l

Gross Margin 72

Gross lMargin Per Acre 22e44

Other Measures

102
3e1
73
o7
88
- 2559 -

16

160

Lambs rearcd per ewe

Stocking rate (ewes per porage acre)
Fat lamb price (£ per lamb)

‘Yool sales (£ per ewe)

Wool sales (1bs, per ewe)

Total number of cwes in enterprises
Number of farms with enterprise’
Average size of flock

13
31
71
149
10+1
2622
- 16
164

192
33
81
17
91
2450
16
153

(1) VWeighted average based on total number of ewes in enterprises, Farms with winter

fattening of hoggets. have been excludeds

Table 11b

Comparison of. Gross Margin Performance for All Farms

With Sheep Enterprise and High Performance Farms

1970/71

A1) Farms

Average
Perfor

) fof High

mance Farns

Avérage( » Range

By margin -

per ewe

By margin
per acre

Financial Measures Per Ewe £

109

£
- 7-16

Enterprise Output

Cost of Materialss
Concentrates -
Veterinary costs :

Margin over Concentrates and -
*Veterinary Costs

Forage Costs

103
003

0¢3=30
0e1=1¢0

5'0-';13‘8
Qo407

Qe3.
1°3

&
bl
108
Oeks

1242
16

£
1395

18
03

1104
el

Gross Margin "~ 8¢0 2=12

1046

10°0

Gross Margin Per Acre: 2607 8=lt3

35e4

36°5

Other Measurcs

.2
303
801
19

1003

- 153

Lanbs reared per ewe

Stocking rate (ewes per forage acre)
Fat lamb price (£ per lamb)

Wool sales (£ per ewe)

Wool sales (1bs, per ewe)

Size of flock

0°0=106
2e3ulie
6o5-9et
007340
306-19¢3
38-360

1ok
3ol
86
2¢2
119
46 -

o qel
347
8¢5
202

102
136

(1) Simple average of individual enterprise measures, Farms with winter fattening of hoggets

have been excludede
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Gross Margin Performance

GRAZING LIVESTOCK AND

For All Farms with Grazing Livestock and Forege Crop Enterprise FORAGE CROPS

1968/694 1969/70 and 1970/71 -

-, 1968/69 1969/70

1970/ 71

Financial Measurcs Per Acre

Gross Margin Centribution Froms
Dairy cous (excl, forage crops)
Other cattle (excl, forage crops)
Sheep (excl, forage crops)
Sundry forage crop output

Total

Material Costs of Forage Crops.
Seeds”’
Fertilisers
Sprays

Total Materials

Gross Margin

Other Heasures

Total acreage of grazing enterprises
Total livestock units
Stocking rate (forage acres per L.Us) .

7582
5103
195
55

* No, of farms with grazing enterprises

808z

5697

1k
55

(1) Weighted average based on total forage acresge.

Nele = not meaningful

Table 12b Comparison of Gross Margin Performance for All Farms
With Grazing Livestock and Forage Crop Enterprise and High Performance Farns

1970/7

All Farns

(©)

Average- Range

Average(q) for
High Performance
Farns

FPinancial Measures Per Acre

- Gross Margin Contribution Froms ﬁ
Dairy cows (excle forage crops)
Other oattle (excl, forage crops)
Sheep (excle forage crops)
Sundry forage crop output

g £

£

Total

Material Costs of Forage Crops'
Seeds
Fertilisers
Sprays

Total Materials

Gross Margin

Other Measures

Stocking rate (forage acres: per L.U.)
Forage acres per farm

(1) Simple average of individual performance




