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FARM MANAGEMENT SURVEY

FINANCIAL RESULTS FOR 1948 AND FOR THE FIVE YEARS
1944 TO 1948%

THE results given in the first part of this report cover a year ending at various dates
between Michaelmas, 1948 and Ladyday, 1949 : in 76 cases the accounts were closed
on or about Michaelmas, 1948, in 24 cases about the end of 1948, in 78 cases on or about
Ladyday, 1949 and in 22 cases at various other dates. Broadly speaking, the results
so far as crops are concerned refer to the 1948 cropping year and for convenience they
will be called the results for the year 1948. They are based entirely upon financial
accounts, prepared either by the farmer himself or by an accountant or, in the case
of some of the small farms, by this Department. The accounts have been drawn up
according to the rules laid down for the Survey, which is on a national scale, and the
results are not necessarily in full agreement with those put forward for taxation
purposes. For example, an allowance is made in the expenditure for ordinary manual
work done by “‘ unpaid ’ members of the farmer’s household and also by the farmer
himself, but nothing is included for interest on capital, whether paid or not, or for the
managerial services of the farmer; depreciation rates on farm machinery and
implements are those. generally used for taxation purposes, but the special allowance
on new machinery has not been included in the expenditure.

The second part of the report summarizes and discusses the financial results on
the same 61 farms for the five years 1944 to 1948.

PART I

THE SAMPLE

This investigation depends upon the voluntary co-operation of farmers, and hence
it is not possible to draw a sample of farms according to statistical rules. Nevertheless,
every effort has been made to obtain a sample that will represent the different sizes of
farms, different types of farming and different districts within the province. The 1948
sample includes 200 farms which fall into two groups. The first and main group consists
of 168 general “ mixed ” farms, that is, farms engaged mainly in the production of

" livestock and livestock products, corn, potatoes, sugar-beet and other staple farm

“«

crops, while the second group is made up of 32 “specialized ” farms on which the
principal sale products are fruit, hops and market garden crops in varying proportions.
Of the 168 mixed farms, 102 are in Kent, 14 in Surrey, 29 in East Sussex and 23 in
West Sussex ; of the 32 specialized farms, 30 are in Kent, one in Surrey and one in
East Sussex.
’ Although much importance must be attached to the results for each year, the
comparative results from year to year are perhaps of still greater importance, that is,
a principal object of the investigation is to show the #rend in the level of profitability
in farming. Hence, it is highly desirable that the sample of farms should remain as
nearly as possible the same from year to year. Complete uniformity is not possible
for two reasons. For one thing, farms are not fixed units—partnerships are formed
* The field work for this investigation was carried out by Mr. J. H. Hooper and Mr. R. F.

Lord. The summary tables in the Appendix were prepared by Mr. J. M. Brewin. The Head of the
Department is responsible for the commentary on the results.
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and dissolved, adjoining land may be taken over and so on ; for another, it is too much
to expect that the same farmers will be both willing and able to co-operate year after
year. For example, of the 183 mixed farms included in the 1945 investigation 29 or
15-8 per cent. had to be excluded, for one reason or another, in 1946 ; of the 179
mixed farms included in 1946, 31 or 17-3 per cent. did not co-operate in 1947 ; and
of the 164 mixed farms in 1947, I8 or II per cent. were not included in 1948. It is
obvious, therefore, that in order to maintain the size of the sample a number of new
farms must be introduced each year. )

Despite these unavoidable changes in the make-up of the sample, it is beheved
that the yearly results can be relied upon to show, with a reasonably hlgh degree of
reliability, the trend of farm profits from year to year.

SCOPE OF INVESTIGATION

This investigation is concerned with the financial results of farming rather than
with the causes of these results. In this province, farming is so extremely diversified
and there are such great variations in the size of the farms, the layout, the topography,
the soil, etc., that any -small sample which purports to represent the farming in the
province must include a great variety of types. Hence, a detailed classification of the
sample farms would result in only a few farms falling into each class and the average
results from these small classes could not be used to explain the differences in the
results in the different classes. One of the tables in this report classifies the mixed
farms into size-groups, but it must be emphasized that the differences in the profit
from the different size-groups are not necessarily due entirely, or even mainly, to the
size-of-farm factor. The true effect of the size-factor on the net results could only
be shown by comparing the results from farms that are reasonably alike in all respects
except size. Nevertheless, the results from assortments of farms in the different
size-groups are not without interest and significance.

PRESENTATION OF RESULTS '

Financial accounts can be summarized in a variety of ways, the best method
depending on the purposes for which the summary is wanted. This is not the place
for a full discussion of all the different methods, but it is necessary to explain the method
that has been adopted in thls report. Perhaps a few examples will be more effective
- than much discussion. '

(1) The valuation of artificial manures at the beginning of the year was £150, the cost

of manures purchased during the year was £800, and the value of the stock in hand

- at the end of the year was £300. Clearly, the value of the manures #sed during the

year was £150 plus £800 minus £300, or £650. Since stocks in hand can and do

vary quite considerably from year to year, even on the same farm, the best figure

to use for comparative purposes is the value of the manures used rather than that

of the manures purchased. In this case, the gross expenditure was £800 while

what might be called the nef expenditure was £650, and in this report 1t is the net
expenditure that is used. '

The valuation of machinery and implements at the beginning of the year was £2,000,
purchases amounted to £600, sales to £300 and the valuation at the end of the year
to £2,050. Here, the net expenditure, commonly called depreciation, is (£2,000
plus £600) minus (£300 plus £2,050) or £250. '
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(3) The valuation of the sheep flock was £9oo at the beginning of the year, sheep were
bought for £1,000, sales of sheep and wool were £1,666 and the flock was valued
at £1,140 at the end of the year. The net revenue or output in this case is (£1,666
plus £1,140) minus (£goo plus £1,000) or £906.

(4) The valuation of crops and tillages at the beginning of the year was £3,500 and at
the end of the year £3,000, while sales of crops amounted to £8,500. Here the
net revenue is £8,500 plus £3,000 minus £3,500; or £8,000.

The same procedure is used for all the other items that commonly appear in the
annual stocktaking valuations so that the summary statement of net expenditure and
net revenue is a combination of gross expenditure and gross revenue and the valua-
tions. The words * expenditure” and * revenue " are used in that sense throughout this
report.

Now it must be empha51zed ‘that the method of computlng expenditure and
revenue should be kept clearly in mind in considering such things as expenditure or
revenue (output) per 100 acres and revenue per £100 of labour. Much is heard these
days about the output per acré, output per man and so on, but it is not sufficiently
realized that the size of these outputs depends largely on how they are calculated.
It is believed that the method of calculation used in this report provides-a basis on
which comparisons can be validly made. '

A brief schedule of definitions is given in the Appendix.

Special reference must be made to the computation of the percentage return on
. the capital invested, a figure which is of particular interest to those who regard farming
- as an industry, the financial results from which should be comparable with those from
other industries. The problem can be put in this way.

Broadly speaking, the capital invested in a farm can be measured by the average
of the valuations of live and dead stock, crops, tillages, etc., at the beginning and end
~ of the financial year. Hence, the computed percentage return on the capital is linked
up with the basis on which the valuations are made. Now during the war years, when
prices were rising and taxation was heavy, farmers endeavoured to keep their valuations
at the lowest possible level acceptable to the taxation authorities. For example, a herd
of cows valued at £25 apiece in 1939 might be valued at the same figure right up to 1948,
despite the fact that the market price of the cows in 1948 was £40 or £45 apiece.
Similarly, machinery was written down as rapidly as possible, although the market
price of second-hand machinery was very much greater than the written down values.
In short, whereas in pre-war years there was a fairly close relation between the valuation
prices and the current market prices of farm live and dead stock, by 1948 this
relationship no longer existed. .It may be added that in the case of crops, tenant-right
and consumable stores (foodstuffs manures, fuel, etc.), the annual valuations have
tended to increase as costs and prices increased.

Table T in the Appendix shows an average capital investment in the general mixed
farms of about £22 per acre and this figure may be criticized on the ground that it would
require a great deal more than £22 per acre to stock and equip a typical mixed farm
to-day. In fact, such criticism would be entirely irrelevant because Table I does not
purport to show the amount of capital that would be required to start farming to-day. -

Consider what would have happened if the valuations of live and dead stock %ad
been raised to keep in line with current market prices. Profits would have increased to
a corresponding extent, taxation would have been heavier and, since taxes must be paid
in cash, the farmer’s financial position would have been correspondingly worsened.
There can be no doubt that the procedure followed in this investigation has been not
only entirely sound from an accounting’ point of view, but also it has contributed to the
stablhty of .the farmer’s financial position.




4

One further point may be mentioned here. The purchasing power of the £1 is
now very much less than it was in 1939 : it may be true in terms of simple arithmetic
that a profit of £600 in 1948 is twice as much as one of £300 in 1939, but in terms of
the standard of living it is probably rather less. This is not the place for a discussion
of all the difficulties and confusion that arise from the great fluctuations in the purchasing
power of the £1, but it is obvious that in any attempt to assess what would be a
reasonable profit for any farmer this point is one of crucial importance.

GENERAL RESULTS

MixeD FArMS. The detailed results from 168 mixed farms in 1948 are given in
the Appendix, Table I. The net result, before charging managerial salary or interest
" on capital, whether paid or not, but after charging an average of £13 per 100 acres for
unpaid family labour and £47 per 100 acres for ordinary manual work done by the farmer,
is an average profit of £341 per 100 acres, equivalent to an average return of 15-5 per
cent. on the capital (as here calculated).

The total expenditure, as above defined, averaged £22-09 per acre, of which the
cost of labour made up no less than 42-3 per cent. or £9-35 per acre. The next largest
item was the cost of maintenance and depreciation on machinery and implements which
averaged £3-18 per acre or 14-4 per cent. of the total expenditure. Rent and rates
amounted to £I-44 per acre or 6-5 per cent. of the total while the cost of purchased
foodstuffs, seeds and manures made up 9-2, 6-4 and 6-5 per cent. respectively of the
total expenditure.

It follows that on these fanns an increase of 10 per cent. in the cost of labour
 would have the same effect on the expenditure, other things remaining equal, as an
increase of 46 per cent. in the price of purchased foodstuffs or of 65 per cent. in the rent
(and rates).

The total revenue, as above defined, averaged £25-5 per acre, of which £13:93
per acre or 54-7 per cent. was derived from livestock, especially dairy cows, and £10:29 ~
per acre or 40-3 per cent. from crops. Sales of milk averaged £9 96 per acre or 39°I per
cent. of the total revenue while the net output from sheep, pigs and poultry comprised
only 6-4 per cent. of the total or £1- 63 per acre.

The average capital investment in these farms, as here calculated, was f21-94
per acre and in this connection it is worth noticing that the expenditure on new
machinery and implements averaged no less than £700 per farm.

It may be asked : Is the average net return of £861 a reasonable profit for a farm
of 275 acres (253 adjusted acres) ? The first claim on this £861 is on account of interest
actually paid on bank overdrafts and borrowed capital. This amount is not known,
since interest charges do not fall within the purview. of the investigation, but it is
something which cannot be entirely ignored. The next.charge on the profit is, of
course, Income Tax and although it is impossible even .to estimate the amount of tax
paya_ble on an “income "’ of £861, after making the necessary adjustments for ““ farmer’s
labour ”, purchases and sales of machinery and implements and so on, it is fairly certain
that the payment of tax would senously affect:the sum available for other purposes.

The third charge on the profit, in at least the great majority of cases, is the living
expenses of the farmer and his household. - No matter how moderate an allowance
may be made on this account, the conclusion is. inescapable that the average farmer
had very little left out of the profit of £861 with which to purchase new machinery,
improve the farm buildings and so on without obtaining additional capital from one
source or another. : ‘ ;
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The same conclusion is reached in another way. .The nef expenditure on
machinery and implements in 1948 was £59I per farm and it is clear that it rhust have
been impossible to finance these purchases out of a profit of £861 without additional
capital. : : .

That this conclusion has an important bearing upon the increased food production
campaign there can hardly be any doubt.

It may be of interest to give here a very brief summary of the results for 1948
and to compare them with those for 1945, 1946 and 1947.

’ 1945 1946 1947 1948
No. of farms = .. e 183 179 164 168
Average size (adjusted acres) .. 215 228 233 253

S £ £ £ £
Expenditure per 100 acres CoL. 1,834 1,831 2,042 2,209
Revenue v v .. 2,105 1,903 2,253 2,550

Profit s s s .. 271 72 211 341

Total labour I;er 100 acres . 775 798 - 874 935
Revenue per £100 labour .. 271 239 258 273

Capital invested per 100 acres .. 1,823 1,889 2,209
Percentage profit on capital .. 148 3-8 15°5

No. of farms showing a profit .. 129 II0 129
No. of farms showing a loss .. 54 69 53 39

, It will be seen that the average profit of £3-41 per acre was the highest for these
four years and compares very favourably with the profit of only £o0-72 per acre in 1946.
.. The’expenditure in 1948 was £3-75 per acre or 20 per cent. higher in 1948 than in 1945
but the revenue increased by £4-45 per acre or 21 per cent. and the profit by £o-75
per acre or 29 per cent.

The cost of labour advanced from £7-75 per acre in 1945 to £9-35 per acre in 1948,
that is, by 21 per cent. and it is worth noticing that despite the appreciably higher
profit the revenue per £100 labour was practically the same in 1948 as in 1945.

The heavy and sudden fall in both the production and profit per acre in 1946 is
probably a measure of the extent to which farming plans may be upset by conditions
beyond the farmer’s control: it seems very unlikely that the average managerial
efficiency of this group of farmers differed a great deal from one year to another.

SPECIALIZED FArMs. The detailed results for 32 specialized farms are given
in the Appendix, Table I and the following comparative summary of the results for
1945 to 1948 may be of interest.

1945 1946 1947 1948

No. of farms .. S .. 21 32 35 32

Average size (adjusted acres) .. 126 . 139 152 167
_ £ £ £

Expenditure per.100 acres .. 4,009 3,903 4,306 4,656

'Revenue per 100 acres .. .. 6,743 4,804 5587 . 5,643

Profit per.1oo acres = .. .. 2,644 9oT 1,281 987




Labour per 100 acres
Revenue per £100 labour

Capital invested per 100 acres ..

Percentage profit on capital . . 48-4

No. of farms showing a profit .. 30 22
No. of tarms showing a loss .. 5 10

£ £

Sales of fruit per 100 acres e ' 2,453 2,138
Sales of hops per 100 acres .. I,10I 1,084
Sales of other crops per 100 acres 1,246 1,404

—

The trend of profits on these specialized farms is quite different from that on the
mixed farms : 1945 was by far the best year and 1948 was well behind 1947. In sheer
monetary output per acre, the specialized farms are far ahead of the mixed farms :
in 1948 the average revenue per acre was £56-4 against only £25-5 on the mixed farms ;
but the expenditure was also on a much higher level : £46-6 in 1948 compared with
£22-1 on the mixed farms. In 1948, the cost of labour per acre was itself rather
greater than the fofal expenditure on the mixed farms—f22:6 against f22-1. It
is because of the relatively high cost per acre of labour, as well as of the relatively
high percentage of labour in the total expenditure (48-5 per cent. in 1948), that the
revenue per £100 labour was actually less on the specialized than on the mixed farms
(£250 against £273), despite the much higher profit per acre.

It is not proposed to discuss the results from the specialized farms in great detail :
although they form a very important part of the farming of several districts in Kent
they are primarily concerned with the production of special products, such as hops and
fruit, in which the general body of farmers have only an indirect interest. ’

TABLE A

Distribution of Farms by Profitability per 100 acres

) Up to 101 to 251 to over
Size-Group (adjusted acres) 100 acres | 250 acres | 400 acres | 400 acres

Loss over £8oo per 100 acres ..
£601-800
£401-600
£201—400
fo—200

ProFIT fo0-200 per 100 acres ..
£201—400 v
£401-600 '
£601-800 '

over £8oo

No. of farms showing a profit
No. of farms showing a loss

Average profit per 100 acres

[
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PROFITABLE AND UNPROFITABLE FARMS. One important, and to many people
surprising, feature of the financial results given above is the number of farms which
failed to show a profit. On the mixed farms, it ranged from 23 per cent. in 1948 to 39
per cent. in 1946 and on the specialized farms from two out of 21 in 1945 to 10 out of 32
in 1948. The evidence is quite clear that, despite guaranteed prices and markets for the
great bulk of the commodities produced on these farms, there was a varying, but always
significant, proportion .of farmers who could not make ends meet. Unfortunately,
beyond showing that the expenditure on these farms was greater than the revenue,
this investigation does not attempt to explain with any degree of sureness just why
they failed to make a profit.

The extent of the variation in the profitability of farmmg is clearly shown in
Table A which gives the distribution of the general mixed farms according to the net
result-per 100 acres.

It will be seen that of the 59 farms over 250 acres, 8 showed a loss which in no
case exceeded £4 per acre, whereas of the 109 farms under 250 acres, 31 failed to show
a profit and in 14 cases the loss was over £4 per acre. The detailed results for the
different size-groups are given in the next section.

RESULTS ON MIXED FARMS BY SIZE-GROUPS

The detailed results on the 168 mixed farms by size-groups are given in the
Appendix, Table II. The classification into size-groups—up to 100 acres, 10I to 250
acres, 25I to 400 acres and over 400 acres—is, of course, quite arbitrary. It is clear
that a farm of 105 acres is likely to have more points in common with one of 95 than
with one of 245 acres but the same difficulty would arice no matter where the dividing
lines were drawn : a closer sub-division would result in only a very small number of
farms falling into each group.

Table B gives a condensed version of Table II and may help to show up the
salient points of difference between the acreage-groups.

" The chief features of Tables IT and B are as follows

(1) The average computed profit on the farms under 100 acres was only
£59 per farm but since £173 per farm was charged for ordinary work done by the
farmer there was actually f£232 per farm available for the living expenses of the
farmer and his household. In other words, the average farmer in this group
earned nothing on his capital and less than the minimum agricultural wage for his work
and management. "

" In the 101 to 250 acres group, the average computed profit was £360 per farm,
after allowing £115 for the farmer’s work : that is, the average farmer earned 5 per cent.
on his capital and nearly £6 per week for his work and management.

The financial position on the farms over 250 acres was much stronger, since the
profit was sufficient to pay 5 per cent on the capital, a reasonable salary for management
and still leave something for “ pure’” profit. Nevertheless, the cash position was
worsened by the heavy expenditure on new machinery and implements: on the 251
" to 400 acres farms there was a net expenditure on this account of £736 out of a
profit of f1,472 and on the over 400 acres farms of no less than £1,456 out of
a profit of £2,386. It seems unlikely that, after allowing for tax payments and
living expenses, the heavy expenditure on new equipment could be entirely met out
of the profits.
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TaBLE B

Summary of Results per 100 acres by Acreage-Groups

Up to 101 to 251 to over
Size-Group 100 acres | 250 acres | 400 acres | 400 acres

No. of farms in group .. . .. .. 38 70. 23 36
Average size of farms (adjusted acres) .. . 65 163 323 584

EXPENDITURE :’ : £ £ £
Labour: Hired .. .. .. .. .. 773 967 784 863
Family .. .. .. .. .. 29 22 9 8

Farmer .. .. .. .. .. 264 71 45 9

TortAL . .. .. .. .. 1,066 1,060 838

Foodstuffs .. . .. - .. .. 394 230 182
Seeds and Manures .. .. .. .. 240 261 " 277
Rent and rates L. . 185 151 137
Depreciation and Maintenance of ) \Iachmery R
and Implements .. .. .. .. 313 294
Contract work .. .. .. .. .. 69 62
Fuel .. .. .. .. .. .. 104 91
Sundries .. .. .. .. .. .. 199 165

. TOTAL EXPENDITURE .. .. .. .. R 2,387

REVENUE :
Livestock output : . :
Cattle .. .. e 198
Sheep .. .. .. .. .. ’ 106
Pigs - .. L. .. .. . 27
Poultry .. e .. .. ! : 56

) ToTAL .. .. .. .. 387
Milk .. .. N .. . i

Crops .. .. .. .. .. —l 841
Sundries .. e .. . ‘

TOTAL REVENUE ..

ProFIT

Capital Invested .
Percentage of Proﬁt on Capltal

Revenue per £100 labour

Cost of New Machinery and Implements
Sales of Machinery and Implements

‘No. of farms showing a profit ..
No. of farms showing a loss

(2) What may be called the comparative profit, that is, the profit obtained after
charging unpaid family labour and ordinary work done by the farmer, was much hlgher
-on the over.250 acres than on the under 250 acres farms. On 38 farms, averaging 65
acres, the average profit per acre was only 18s. and on 70 farms, averaging 163 acres,
it was 44s. per acre, whereas on 23 farms, averaging 323 acres, the average profit per
acre was 91s. and on 36 farms, averaging 584 acres, it was 81s.

It must again be emphasized that the differerice in the profitability from one
size-group to another may not be due entirely, or even mainly, to the size-factor since
the different types of farming may not-be evenly spread over the different groups.

(See Table D.)
) -
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(3) The total expenditure ranged from £26-3 per acre on the smallest farms to only
£21-05 on the over 400 acres group. Of this difference; £5-25 per acre, the cost of labour
accounted for £1:86, the cost of foodstuffs £2-24 and the cost of contract work £o-76.
leaving a net difference of £o-39 for all other items. It is worth noticing, however,
that the largest farms spent £8-63 per acre on hired labour against £7-73 for the smallest
farms. On the other hand, the percentage of labour in the total expenditure did not
differ very widely : 40-5 on the smallest and 41-8 on the largest farms.

(4) The total revenue per acre was £27-2 on the up to 100 acres group and £25-14
on the over 400 acres group and the make-up of the revenue varied considerably from
group to group. ' '

: Sales of milk and (net) sales of cattle comprised 56-9 per cent. of the revenue
on the up to 100 acres group compared with only 44-5 per cent. on the over 400 acres
group whereas crop sales made up 46-4 per cent. of the revenue on the largest and only -
27 per cent. on the smallest farms. It is clear, therefore, that whatever the effect of
the size-factor on the profit per acre, the difference between the smallest and largest

* farms is likely to be partly due to the type-of-farming factor.

(5) The average capital investment per acre did not vary a great'deal from the
average of £22-09 per acre: it was £23-64 on the up to 100 acres group and £20-81
on the 25I to 400 acres group but in view of the method of computing the capital the
differences between the acreage-groups are probably not significant.

(6) The percentage profit on the capital ranged from only 3-8 on the up to 100
acres group to 21-9 per cent. on the 251 to 400 acres group. Had the capital require-
ments been assessed on the basis of current prices for live and dead stock, etc., these
percentage return figures would have been considerably lower: a point of much
importance to anyone embarking on farming under present conditions.

(7) The revenue per £100 labour varied in a rather curious way : it was £255 for the
up to I00 acres group, fell to £246 for the 101 to 250 acres group and then rose to £298
for the 251 to 400 acres group. Once again it would appear that there is no close
relationship between the revenue per £100 labour and the profit per acre, perhaps not
so very surprising if it is kept in mind that the cost of labour forms only about 40 per
cent. of the total expenditure and that the total revenue is the result of a combination
of a great many factors—labour, foodstuffs, manures, etc. Further, the amount of
contract work was much higher on the up to I00 acres group than on the other groups
and it is obvious that this must affect the revenue obtained from £100 of farm labour :
if most of the work was done on contract the revenue per £100 farm labour might easily
reach astronomical amounts. -

(8) The net expenditure on new machinery. and implements did not vary a great deal :
it was £2-43 per acre on the smallest and £2-5 on the largest farms, against an average
of £2-38 per acre over all the farms. It helps to keep things in perspective to find that
a net expenditure on new machinery and implements of £160 per farm on farms
averaging 65 acres means nearly the same expenditure per acre as one of £1,456 per
farm on farms averaging 584 acres. Only depreciation on the new machinery and
implements is brought into the expenditure and it is worth noticing that the cost per
acre of depreciation, repairs and maintenance averaged almost exactly the same on the
smallest and on the largest farms: £3-25 against £3-26, while the percentage of these

- costs in the total expenditure was 15-5 on the largest against only 12-4 on the smallest
farms.

~ (9) The distribution of the farms in the various size-groups according ‘to
profitability has been shown in Table A and this analysis serves to emphasize the
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greater financial strength of the farms over 250 acres. It is particularly significant
that whereas 14 of the farms under 250 acres showed a loss of over £4 per acre not one
of the farms over 250 acres showed such a heavy loss.

[N

“TaBLE C

Principal Resuzts by Acreage-Groups for 1945, 1946, 1947 and 1948

Up to 10I to 251 to Over
100 acres | 250 acres | 400 acres | 400 acres

-No. of farms .. .. .. .. 50 83 21 29
39 81 28 31
38 71 24 31
38 70 23 36

Average size (adjusted acres) .. .. 163 : 317 547
162 . 316 519
162 321 - 541
163 323 584

Expenditure per 100 acres .. .. 2,o£11 I,5£62 I,7£19
: . 2,047 1,713 1,651

2,281 2,020 1,837
2,387 2,046 2,105

Revenue per 100 acres .. .. 2,256 1,850 1,997
: 2,017 1,891 1,762
2,378 2,308 2,123
2,608 ‘2,501 2,514

Profit or loss per 100 acres . .. .. 245 288 278
. ’ (-)30 178 III

’ 97 288
221 455

Labour per 100 acres .. .. 878 647

) 928 " 748
1,007 849
1,060 838

Revenue per £100 labour .. .. 257
217
236
246

Capital per 100 acres

Percentage profit on capital

Farms showing a profit

Farms showing a loss
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RESULTS FOR FOUR YEARS, 1945 TO 1948, BY SIZE-GROUPS

It is generally recognized that financial results in farming depend to a large
extent upon seasonal conditions beyond the farmer’s control and it is always advisable,
though not always possible, to review the results for any one year against a background
of the results over a period of years. Table C summarizes the principal results, by
size-groups, for the four years 1945 to 1948. Attention may be drawn to the following
points. -

(1) In each year, the expenditure per 100 acres is considerably higher on the farms
under than on those over 250 acres and, except in 1945, the higher revenue on the smaller
farms is not sufficient to counter-balance the higher expenditure so that, except in
1945, the larger farms have a considerable advantage in profit per 100 acres. In other
words, the larger farms produce food more economically but they produce less of it
per acre. However, this comparison between large and small farms must not be pushed
too far, since the capital expenditure necessary to convert the small farms into large
ones or the large farms into small ones would be extremely heavy. )

(2) Tt will be noticed that the net results in 1945 do not conform to those of 1946,
1947 and 1948 chiefly because of the exceptionally high revenue on the farms up to
250 acres. -

(3) In each year, the labour cost per 100 acres is much higher on the smaller than
on the larger farms and the revenue per £I00 labour is appreciably lower on. the small
farms. These differences are no doubt partly due to the size-factor but they may be
also due to the types of farming practised on the different size-groups.

(4) In each group, there is a steady increase in the expenditure from 1945 to 1948
—19 per cent. between 1945 and 1948 on the group of smallest farms and 22 per cent.
on the group of largest farms. The revenue, on the other hand, fell sharply in 1946
and then rose substantially in 1947 and 1948—on the smallest farms it was fully 8 per
cent. higher in 1948 than in 1945 and on the largest farms it was 26 per cent. higher.
Here also the larger farms gained a considerable advantage over the smaller ones.

(5) These results illustrate one of the dilemmas of the price-fixing authorities.
On the evidence of Table C it must be extremely difficult to fix prices which will be
““ fair and reasonable ”’ to the smaller farmers without being over-generous to the larger
ones. '

It has already been pointed out that the differences shown in the acreage-group
results may be due partly to the type of farming as well as to the size of the farm. In
Table D the results of three of the acreage-groups are sub-divided according to the
percentage of the total revenue derived from milk sales, this, of course, being only one
basis for sub-division. ' '

This analysis might be expected to give some guidance as to the relative
profitability of farms on which milk production was either the most important or an
important enterprise (Types A and B) and those on which it was either of little or of
no importance (Types C and D) but what it does show is that the average profit for any
group of farms depends not only upon the size of the farm and the importance of the
milk production enterprise but also upon other factors, of which managerial capacity
is probably the most important. = For example, on the up to 100 acres group it is highly
improbable that the large difference in the average profit for types B and C ({1,175 per
100 acres) can be entirely or even mainly attributed to the difference in the type of
farming. In the 10I to 250 acres group, the difference of £301 in the profit per 100.
acres between Types A and B is probably partly due to a difference in the average
managerial capacity in the two type-groups and this also applies to Types B and C
in the 251 to 400 acres group.
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_ ‘Put in another way, it may be concluded that the number of farms in each
acreage-group type is not large enough to ensure that the average managerlal efﬁc1ency
is about the same for each type-group.

TABLE D
Summary of Results by Type-Groups per 100 acres (adjusted)

(1) Up to 100 acres

! Type A ‘ Type B

No. of farms in group .. .. . .. . l 12 9*

£

: £
Labour .. .. .. .. e . 1,208
Other expendlture .. .. .. .. ..| 1,577

Total expenditure .. .. .. ..l 2,875

Milk .. .. .. .. .. .. ..l 2,363
Other revenue .. .. .. .. .. .. 748

Total revenue .. .. .. .. .. 3,111

Profit or Loss (-) .. .. .. .. .. 236

" (2) Between 101 and 250 acres

No. of farms in group .. .. .. . .. 13

Labour
Other expendlture

Total expenditure

Milk
Other revenue

Total revenue

Profit

(3) Between 251 and 400 .acres

No. of farms in group .. . . . .. ** 7

Labour .. ~ .. .. .. e 837
Other expendlture .. . .. . .. 1,176

Total expenditure .. .. o .. . 2,013

Milk .. .. .. .. oo o 1,204
Other revenue .. .. .. .. .. .. 1,044

Total revenue .. .. .. .. .. ‘2,248

Profit .. ‘e .. .. .. .. .. 235

Type A—7yo per cent. and over of revenue from milk.
Type B—40 to 69 per cent. of revenue from milk.
Type C—Less than 40 per cent. of revenue from milk.

Type D—Non-milk-producing farms.
* One farm excluded because of the highly abnormal results

** Two farms only.




'PAurr‘II

- RESULTS FOR THE SAME 61 FARMS FOR THE FIVE YEARS
' 1944 TO 1948

In view of the unavmdable changes in the make-up of the yearly sample of farms
and since a great deal of importance is likely to be attached to the comparative.annual
results, the average annual results for.an identical sample of 61 farms for the five years
1944 to 1948 are given in the Appendix, Table III. For this purpose only farms between
I0I and 400 acres are included as it is believed that in this way the #rend of results can
be more accurately shown. It is the results for these 61 farms that are discussed in this
section of the report but first of all it may be of interest to give the compa.ratlve results
from these farms and from all the farms included each year.

I944  I945  I946 1947 = 1948

. £ £ £ £
The same 61 farms 185 261 - 88 145 298
All the farms .. 205 271 72 211 341

(1) It will be seen that the frend of profits is the same for both sets of results although
some of the yearly results are appreciably different. In both 1947 and 1948 the over
400 acres group of farms showed comparatively high proﬁts and this explains the lower
average profits for the 61 farms than for all the farms in these years. -

(2) During these five years, the average expenditure on 61 farms increased, some-
what irregularly, from £16-1 per acre in 1944 to £21-32 in 1948, that is, by fully 32 per
cent. Except for a falling off in 1946, the average revenue also increased, somewhat
irregularly, from £17-95 per acre in 1944 to £24-3 in 1948, that is, by fully 35 per cent.
Hence, the average profit per acre fluctuated considerably from £1-85 in 1944 to £2-61
in 1945, to only £0-88 in 1946 and then up to a maximum of nearly £3 in 1948.

(3) The largest increase on the expenditure side was £2- 3 per acre or 32-6 per cent.
on account of labour in spite of which the percentage of labour in the total expenditure
was exactly the same—43+8; the smallest increase was for rent and rates which
advanced by only 2s. from 27s. 2d. to 29s. 2d. per acre. Depreciation and maintenance
on machlnery and 1mp1ements increased in cost by no less than 77 per cent. from 30s. 2d.

per acre in 1944 -to 54s. in 1948.

(4) It will be noticed that, except for the very minor item of horse depreciation,
every single item of expenditure shows a more or less steady increase, nor can it be said
‘that there seems any prospect of a reversal of the trend for any. smgle item'; on the
contrary, there seems every prospect of a quickening of the rate of increase in several
items in 1949 and onwards. S

(5) On the revenue side, the increase in the returns from milk and crops between
1944 and 1948 was very nearly the same—£1-98 and £1-93 per acre—while the increase
in the net output from livestock was £z-22 per acre. The total revenue in 1948, £24-3
per acre, was no less than £5-57 greater than in 1946 when it was only £18-73 per acre,
a difference chiefly due to the abnormally low revenue from crops in 1946, £7-3 per acre.

(6) The revenue per £100 labour varied from a minimum of £231 in 1946 to a
maximum of £272 in 1945 but there is no close relationship between the revenue per.
75100 labour and the profit. .




14

(7) In 1944 the met expenditure on new machinery and implements averaged
13s. 5d. per acre whereas in 1948 it was 41s. 5d. or fully three times as much. The
steady increase in the expenditure on this account is an indication that the mechanization
of these farms has been progressing at'an ever increasing rate. )

It may be helpful to give here the principal results for these 61 farms for these
five years..

Per 100 acres
1945 1946  I947  I948
: £ £ £ £
" Total expenditure .. .. 1,722 1,785 2,079 2,132
Total revenue .. .. .. 1,083 1,873 2,224 2,430

Total profit .. . .. 261 88 145 208

Depreciation and upkeep of ,

machinery and implements 248
Net expenditure on new

machinery and implements

Total labour ..
Revenue per £100 labour

Capital invested
Per cent. profit on capital

No. of farms showing a profit
No. of farms showing a loss

GENERAL OBSERVATIONS

It is not proposed to carry the analysis of the 1948 results any further in this
report since it would add nothing to the somewhat negative conclusions that were
drawn in Reports I and II in this series. Mr. Brewin has spent a considerable amount
of time in applying statistical methods to the analysis of the results and has received
invaluable assistance from Mr. S. C. Pearce and Miss J. M. S. Thom of the East Malling
Research Station but so far the findings have been almost entirely negative.

Tt would appear that the essential difficulty in the way of statistical analysis is
that the net result (profit or loss) in farming depends upon the relationship between
expenditure and revenue : the crucial problem in farm management is neither to reduce
the expenditure nor to increase the revenue but to strengthen the relationship between
expenditure and revenue. For example, the surest way of increasing the profit per
cow may be to increase the milking capacity of the herd (and thus increase the revenue)
despite the fact that this may call for increased expenditure per cow on foodstuffs and
perhaps labour and the surest way of reducing the profit per cow may be to stint the
cows of labour and foodstuffs. Similarly, the surest way of increasing the profit per
acre on corn or potatoes may be to increase the expenditure per acre by stepping up
the level of manuring. , ‘
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Perhaps the whole problem is summed up in the words of Report No. I (page
15):

“ The final conclusion that is worthy of record from a study of all the Tables in
this report is that broad generalizations about financial results in farming 1nvar1ab1y
conceal many things that are of vital importance. It is easy to say that Jack is taller
than Jill because there is a sure measuring stick of tallness, but to say that Jack is more
intelligent than Jill is likely to raise a heated argument (a) about what is meant by
intelligence and (b) about how it can be measured. Jack may be a brilliant
mathematician but a poor hand at literary composition, Jill may have a world
reputation as a novelist and yet be incapable of reading the gas meter. Who then is
the more intelligent ?

“ Farming efficiency, perhaps the most popular term in current agricultural
vocabulary, is also an extremely complicated thing, very hard to define and still harder
to measure. The results here given demonstrate the need for tar more detailed study
of the results on sndividual farms of all kinds and sizes because it is only by con-
centrating on the successful farms that we are likely to discover the secret of economic
efficiency in farming of any kind.”

Finally, it may be well to empha51ze that the primary object of this 1nvest1gat10n
is to show, as accurately as possible, the general financial position of farming in this
“ province ”’ from year-to year and, ultimately, by the amalgamation of all the
provincial results to show the national position from year to year.. From this point
of view Table I in the Appendix gives the essential data for 1948 and the best indication
of the trend of profits during 1944 to 1948 is given in Table III. However difficult
it may be to use the results of the 1nvest1gat10n as a clear guide to more efficient
farming there is-little doubt that the main objective has been reached. Greater con-
centration upon a smaller number of farms would almost certainly be more effective
in the study of farming efficiency but the result of greater concentration might be that
the investigation would then be less effective for its main purpose.
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SUMMARY

(1) The financial results for 168 general “ mixed "’ farms and for 32 * specialized ”’
farms for the year ending between Michaelmas, 1948 and Lady Day, 1949 are presented
and discussed.

(2) A summary is given of the annual results for an identical sample of 61 farms

for the five years 1944 to 1948.
‘ . (3) On the 168 mixed farms, averaging 253 acres in size, the average expenditure
was £22 09 per acre, the average revenue £25-5 and the average profit £3-41, com-
pared with £20-42, £22-53 and £2-II respectwely in 1947. Of these 168 farms 129
showed a profit and 39 a loss.

(4) On the 32 ‘“ specialized "’ farms, there was an average profit of £9-87 per acre,
the average expenditure being £46-56 and the average revenue £56-43 per acre.
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(5) On 38 farms up to I00 acres in size the average profit was only £o-g per acre
and on 70 farms between 101 and 250 acres it was £2-21, while on 23 farms between
251 and 400 acres it was £4-55 and on 36 farms over 400 acres it was £4-09 per acre.
The revenue per acre was appreciably higher on the farms under than on those over
250 acres but this was not sufficient to counter-balance the higher expenditure per
acre on the smaller farms. Of the 108 farms under 250 acres 14 showed a loss of over
£4 per acre whereas not one of the farms over 250 showed such a heavy loss.

(6) Analysis by size-groups shows_that in each of the three years 1946 to 1948
the financial position of the farms over 250 acres was much stronger than that of those
- under 250 acres. It also shows that the larger farms had a somewhat lower output
per acre than the smaller ones but that this reduced output was obtained more
economically than the larger output on the smaller farms.

(7) An analysis of the acreage-groups according to the type of farmmg suggests
that the differences between the various type of farming groups must be largely due
to differences in the average managerial capacity of the groups.

(8) For an identical sample of 61 farms for the five years 1944 to 1948, the
average profit per acre varied from only 17s. 8d. in 1946 to 59s. 7d. in 1948. During
these five years, the expenditure per acre increased more or less steadily but the revenue
fell from £19-8 in 1945 to £18-7 in 1946 and then rose to £24-3 in 1948.

(9) It is emphasized that, although the investigation has so far failed to give
much help in the elucidation of farm management problems, it has fulfilled its primary
purpose, namely, to provide a reliable measure of the financial position of farming from
year to year.

WYE COLLEGE,
NEAR ASHFORD, KENT.
22nd November, 1949.




APPENDIX

SCHEDULE OF DEFINITIONS

Adjusted Acreage.. Allowance is made for rough grazing and other relatively
poor land.

EXPENDITURE.

Labour. Hired: All hired labour, including salaried management. Family :
Allowance for work done by relations and family workers Farmer :
Manual work done by the farmer.

Foods. All purchased foodstuffs, hay, straw and payment for stock put out to
keep.
Note.—In arriving at the expenditure figures for foods, seeds, manures and sundries,
the opening and closing stocks on hand are taken into account.

Seeds. All seeds, plants, bushes and trees purchased.

Manures. All mixtures, lime, slag, organic and other manures. Subsidies on
slag and lime are deducted.. No allowance is made for home produced
farmyard manure.

Rent and Rates. Rent and/or rental value of the occupied land, rates on the farm-
house and cottages and drainage rates.

Repairs. Repairs to machinery and implements and the cost of small tools.
Fuel. Petrol, paraffin, oil, coke and coal.

Contract Work. Work done by contractors and hire of implements.
Sundries. All other expenses not included above.

Implement Depreciation is obtained by adding together the opening valuation
and the cost of new implements and deducting the closing valuation and
sales of implements.

Horse Depreciation is obtained by adding together the opening valuat1on and
purchases and deducting the closing valuation and sales.

REVENUE.

Livestock Output is arrived at by deducting the opening valuation plus purchases
from the closing valuation plus sales.

Milk.  All wholesale and retail milk, excluding allowances to workers and the
farmhouses, minus milk purchased.

Crops. Sales of crops plus valuation of harvested and growmg crops and tillages
at the end of the year, minus the valuation of harvested and growing crops
and tillages at the beginning of the year.

Fruit. All fruit sales.

Hops. All hop sales.

Sundries. Allowances. for milk and other produce to workers and to farmhouse ;
also rent and rates on farmhouse and cottages, and all other sales not
included above.
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Government Grants. The grant for ploughing up eligible pastures, and assistance
towards drainage and water supply schemes. Crop acreage payments
appear under crops.

Prorir.

Realized. The excess of receipts over payments.

Unrealized. The amount by which the total valuations at the end of the year
exceed those at the beginning of the year. -

AVERAGE VALUATIONS.

The average of the opening and closing valuations of live and dead stock, etc.

CAPITAL INVESTED.

Taken as equivalent to the average valuations.
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TaBLE 1

Average Results for 1948

No. of farms
Average acreage (total)
Average acreage (adjusted)

General Mixed Farms Specialized Farms
168 32
275 167
253 160

Per 100 Per 100 |
acres acres
(adjusted) . (adjusted)

EXPENDITURE
Labour : Hired
Family
Farmer

TotAL
Foodstuffs
Seeds
Manures ..
Rent and rates .
Repairs and renewals ..

Fuel

Contract work

Sundries . .

Deprecxatlon on horses
TOTAL EXPENDITURE

Capital invested

£

875 . , 2,181
13 . 16
47 62

-

Depreciation on machinery, etc.

935
203
140
144
144
186
132
97
63
160
5

£
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2,259
209
202
390
211
354
200
160

82
585
4

-
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2,209

o

4,656

-
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o
o

2,104 3,017

l

REVENUE
Livestock output
Cattle
Sheep
Pigs ..
Poultry and errgs

ToraL
Milk .
Crops, other than fruit and hops
Fruit
Hops
Sundries . .
Government grants

TOTAL REVENUE

ProrFiT: Realized
Unrealized

ToTAL
Percentage profit on capital
" Revenue per £100 labour

Cost of new machinery and
implements

Sales of machinery and 1;nple- '

ments

No. of farms showing a profit
No. of farms showing a loss
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TaBLE II

General Mixed Farm Results for 1948 by Size-Groups

Per farm Per 100 acres (adjusted) ~ Per cent.

Size-group (adjusted acres) .+« ../ upto | 101 tOo | 251 to up to | 101 to | 251 to over 101 to | 25T to
‘ : ' 100 250 400 400 100 250 400 400 250 400

No. of farms in group .. .. .. 38% 70 23 36

Average size of farms (adjusted acres) 163 323

EXPENDITURE £ £ £
Labour : Hired .. .. .. 1,576 2,535
Family .. .. .. 36 31 44

Farmer .. .. .. 115 145 ° 51
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ToraL .. .. .. 2,711
Foodstuffs .. .. .. .. 590 992
Seeds .. .. .. . .. 479
Manures .. .. .. .. 416
Rent and rates .. .. - 441 805
Repairs and renewals .. .. i 546
Depreciation on machinery, etc. .. 404
Fuel .. .. .. .. .. ¢ 295
Contract work - .. .. o 200 300
Sundries .. .. .. .. 509 803
Depreciation on horses .. .. 25 15

-
e}
-
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TOTAL EXPENDITURE .. .. 6,616 |12,290

(o}
-
o
o
o
[e]
o

Cost of new machinery and implements 830 1,779

Sales of machinery and implements .. 44 94 323 45 27 29

- Capital invested L .. 3,453 6,727 |13,004 | 2,364 2,119 2,081 2,227

* One farm excluded because of its very abnormal-results.




TABLE II—continued

General Mixed Farm Results for 1948 by Size-Crou;Ss

Per farm Per 100 acres (adjusted). : Per cent.

Size-group (adjusted acres) .. .. 101 to é51 to up to | 101 to | 251 to over 101 to | 251 to
250 400 100 250 400 400 250 400

‘REVENUE ' £ £ £ £ £ £
Livestock output : -
Cattle .. .. .. .. 884 253 198 238
Sheep .. .. .. .. 530 86 | 106 78

Pigs .. .. e .. 98 52 27 23
Poultry .. .. .. .. 117 145 56 1I

-
[}
o

S
B

O OwvY
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1,629 536 387 350
Milk .. .. .. .. .. 2,704 1,295 880
Crops, other than fruit and hops .. 3,246 720 777 1,137
Fruit .. .. .. .. 8 85 12 43 29
Hops .. .. .. el — —_ 21 =
Sundries .. .. .. .. 338 137 100"
Government grants .. .. .. 86 20 25 18
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TOTAL REVENUE Voo 8,088 2,720 2,514

Profit - .. .. .. .. .. 1,472 | .90 409

Per cent. profit on capital .. .. . 21°9
Revenue per £100 labour ... .. 298

No. of farms showing a profit .. . 19
No. of farms showing a loss .. .. 4




TasLe III

Results for the same 61 General Mixed Farms over Five Years
Per 100 acres (adjusted)

1944 1945

Average acreage (adjusted) .. . 200 199

EXPENDITURE £ £
Labour: Hired .. .o .. .. 641 | 669
Family .. .. . 9
Farmer .- e 50

ToraL .. .. . o 728

Foodstuffs
Seeds e .. .. ..
Manures .. .. .. .. .. 116
Rent and rates

Repairs and renewals ..
Depreciation on'machinery, etc .. 67
Fuel .. .. el .. 71
Contract work .. .. .. .. C 65
Sundries .. ... .. .. 127
Depreciation on horses

TOTAL EXPENDITURE

- Capital invested

REVENUE
Livestock output
Cattle .
Sheep
Pigs ..
Poultry and eggs

Crops (mcludmg fruxt)
Sundries ..
Government grants

TOTAL REVENUE

ProOFIT

Per cent. profit on capital

Revenue per £100 labour

Cost of new machinery and implements ..
Sales of machinery and implements

No. of farms showing a profit
No. of farms showing a loss







