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FOREWORD

The barley crop has become of increasing importance in the arable
areas of Scotland in recent years and now occupies as great an acreage
as that devoted to the more traditional cereal crop = oats. In many
respects this is the result of the revolutionary changes which have
taken place in farming practice over the last twenty years or so., The
introduction of new varieties suited to the requirements of new harvest-—
ing techniques, the disappearance of the horse, the extended use of °
barley as feed for other categories of livestock and the greater use of
fertilisers have all made the increased significance of barley a possi-
bility in physical tcras. On the economic side the supplementztion of
market prices has shielded the farmer from the otherwise inevitable
result of rapidly increasing production. This has undoubtedly been a
major factor in stimulating and maintaining the expansion of the crop.

This report summarises the costs of growing barley in 1961, and
compares these with the costs in 1960. Apart from minor varietions in
individual items there has been little change over all and a cost of
around £23% paer acre could be taken as a reasonable average, though costs
on individual farms showed wide variations.

The most interesting element associated with the 1961 crop has been
the introduction of differentials via the acreage deficiency payment in
an attempt to bring about a more orderly flow on to the market and thus
avoid the depressing effect of heavy sales at, or shortly after, harvest.
As yet it does not appear that this attempt has been successful as, on
average, the farms included in the 1961 sample have been penalised for
early sales of barley. This does not appear to have been due to the
absence of facilities for storing grain on the farm which, with combined
grain, could well mean immediate sale or incurring drying charges. Hany
farmers with adequate facilities sold immediately or soon after combining.
This action may have been due to a variety of reasons — the need to re-
finance the farm business at that time of the year or the absence of
reliable market intelligence on the future prospects are two which come
readily to mind. In the circumstances of the 1961-62 season therc is
little doubt that tiose who stored their barley got the best of both the
market and the acreage payment differentials. Efficient low cost
production is still a most important element but the need for orderly
marketing has been re—emphasised by the new deficiency arrangements.

The figures regarding production costs and the discussions of the
marketing situation should be of interest not only to those farmers who
have suvpiied rcecords of their own crops, but to all those concerned with
the grouing and disposal of what is now the most important cersal crop in
Scotland.

Advisory Economist




I. INTRODUCTION

This report deals with the second year of an investigation into the
costs of growinn barley in the East of Scotland. :

It was pointed out in the previous report# tgﬂb while the total cereal
acreage in Scotland is little above the pre-war level, the acreage sown to
barley had increased by two and a half times since 1938° " This trend con-—
tinued in the 1961 crop year at the expensce of the oat crop. In the East
of Scotland proévince the barley acreage excceded that soun to oats for the
first time.

For the student of barley production and marketing, the 1961 crop has
been an extremely interesting one, although for the farmer with a large pro-
portion of his cash crop acreage devoted to barley it was a worrying time.

At the end of January, 1961, concern was expressed at the amount of
Russian barley being dumped in this country at a price of £18 per ton. In
February came the nevs that the acreage of winter wheat sown in England and
Wales was about 900,000 acres below that of the previous year because of
poor weather conditions. This was somewhat countcrbalanced in late April
by the announcement that double the usual acreage of spring wheat had been -
drilled. A fortnight latver, however, it was estimated that an extra
340,000 acrcs of barley had been sown in England and Wales alone; this was
confirmed by the June returns.

At the end of May, farmers' fears of a flooded market and low prices
for the 1961 crop were somewhat allayed by the publication of details of an
incentive scheme designed to encourage tho storage of barley.

The home market for what remained of the 1960 crop was in a very
depressed state at this time because of dumping from abroad. Prices of
such barley were quoted as low as £14:12.6d. per ton for July-August
delivery. In mid-June the National Farmers' Union appealed to the govern—
ment under the anti-dumping legislation. The government satisfied itself
that dumping had been occurring and imposed a minimum landed duty-paid price

£20 per tonj imports made at lower p*loeg would be subjected to the
appronrlate duties.

Following this statement, a minimum guide price of 18s.3d. per cwt. was
suggested for home grown feed barley from the 1961 crop. Within a few weeks
alarm was expressed that farmers were ignoring the minimum guide price and
accepting prices below the Working Party's recommendation of 18s.3d. per cwh.

It was probable that the full significance of thegovernment's anti-
dumping action was not realised and the lack of knowledge of how much barley
would be available off British farms led to prices being poorly adjusted to
the new market conditions.,

By early September, forwvard contract buying on a hitherto unknown scale
had caused prices to steady considerably, The price= agreed upon were, very
often, the guide price plus the cost of storage until the delivery date. The
merchants and compounders were pleased to have the grain stored on the farms
until they were ready to use it and the farmers were happy to obtain a price
well above the market level at that time.

In November, it was possible to say that quantitatively, the selling
pattern had been more satisfactory than in recent years. Even so, the average
price for all types of barley from harvest until November was lower than in any
other post-war year for the same period. The low prices during this period

were /
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were the resultant of several factors. Despite the reactions to the
dumping of barley in this country in the first six months of 1961, more
barley was imported in the second half than for the same period in 1960.
This, together with incrcased maize imports and a larger volume of home
barley supplies, forced prices down during this period.

The government's grain stocks census showed that at the end of October
1961, farm stocks of barley were about L;% above thoss of the same month in
the previous years at the end of November, this level had dropped to 19%
and by the end of January, 1962, stocks were down to the same level as in
January, 1961. From November, 1961, until the end of the marketing period
in June, 1962, prices rose fairly steadily. The pattern of sales and
prices in Scotland for the two yearg, 1960/%1 and 1961/%2, can be seen in
the graphs in Appendix II.

Farmers still have every confidence in barley as a cash crop. The
acreage sown in 1962 is estimated to have increased by 3.1% in England and
Wales and by 10% in Scotland compared with that of 1961. The present »ricing
arrangements have a considerable stabilising influence irrespective of world
market conditions.,

II. THE SAMPLE OF FARMS

Forty~five farmers kept records on the 50 crops of barley which provide
the basis of this report. On several farms the complete barley acreage was
costed and, in all, the acreage amounted to a total of 2,587 acres. An
identical sample of 4O farms was available for comparisons between the 1960
and 1961 crop years.

TABLE I. DISTRIBUTION OF THE FARMS BY SIZE

ACRES

300-449 450599 | 600-T49 750-899 900-10L9

15 8

It can be seen that the sample is only representative of the larger
arable farms. The average farm size was 508 acres, the smallest farm was
one of 150 acres and the largest farm extended to 1,863 acres.

As may be expected, the cropping pvattern of the sample farms was almost
identical with that of the previous year, A@% of the average farm acreage
was used for cereal production. This figure was slightly exceeded on the
smaller farms (excluding a few dairy farms), while the larger farms used
rather less than this percentage of their acreage for growing grain. The
pattern was repeated when considering only the barley acreage, but with
wider differences between the groups of small and large farms. The farms
making up the 150-299 acres group used an average of 34% of their farm
acreage for growing barley, this figure was reduced to 28% for the farms
malking up the 300-449 and 450-599 acres groups, and was down to 24% for the
600-T749 acres group of farms. Tis could largely be accounted for because
the smaller farms have very limited grain storage capacity and, this last
year excepted, it has not paid to stors feeding barley in recent years.

TABLE II. /




TABLE II. AVERAGE FARM CROPPING

Cropping per 100 Acres

hversge TFarm

Acres  Acres

Barley 27.3
- Wheat ' . 12,1
Oats . Lol
Mixed Corn . 0.2

X , ~ Total Cereals
Potatoes o
Sugar Beet
- . Tétal Cash Roots

Feed Crops
" Other Crops and Fallow

TotaiyOther Crops

TOTAL TILLAGE

Temporary Grassland
Permanent Pasture

Just ' over half the crop was grovm after a cereal or pea crop, just
under one-third of the acreage followed a root crop, and the remainder
was sown after ploughed out grassland.

The Weather

The autumn and winter months of 1950 were particularly wet, which cut
the winter wheat acreage considerably and left a backlog of work to be
done in the spring. The first two months of 1961 brought an improvement
and cultivations were well ahead on the lighter soils. IlMarch and April,
despite some rain, gave good soil conditions and cultivations were
unhindered. HMay and June were cool, and the windy conditions left dry
soils, Some rain fell in July and both this and the next month were dull
and cool. In both August and September; gale force winds caused consider-
able grain shedding, although the costed crops, for the most part escaped
lightly.

- IIT. COSTS, RETURNS AND MARGINS

The following table Shows the average réturns, costs and margins.

TABLE III. /
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TABLE III. COSTS, RETURNS AND MARGIN PER
ACRE AND PER CWT, FOR 50 CROPS IN 1961

Average Yield = 34.1 cwt. per acre

Item - Per Acre

£ s. d.
Average Value of Grain s 35: Ls 6 |
Storage Incentive Payment (=) =2 5: 7%
Deficiency Payment 8310s - |

Total Returns (excluding Straw L3¢ 8:11
Total Costs - Straw Credit (1/7 of cost) 1931Ls 3

Margin - 23:1L: 8

Unadjusted Deficiency Payment as % of Returns 19,6%
Unadjusted Deficiency Payment as % of Margin ’ 35.8%

Every crop in the survey was combined and on only one crop were contract
services used.

The average total cost per acre of growing the crop was £22:19.11d. but
in the above table the straw value has been treated as a credit to facilitate
the per cwt. calculations.,

The guaranteed standard price for the 1961 barley crop was 27s. 7d. per
cwt. and the difference between this guaranteed price and the United Kingdom
average market price is the basis of the deficiency payment which is payable
on an acreage basis. ' '

The 1961 crop year saw the introduction of a scheme to encourage farmers
to spread their sales of barley throughout the marketing year. This was to
be achieved by penalising farmers who sold their barley early in the season
and offering premiums on barley which was sold later in the year. Growers
who kept their barley for farm use or who sold to another farmer for the
purchaser's own use were to be unaffected by this scheme. The scheme was
operated through the deficiency payments and the adjustments were ¢—

Barley delivered ins ‘ Adjustment per Cuwt.

July to October ' o (=) od.
Noveﬁber or December ' Basic Rate
January or February . ' (+) 1s.
liarch to June : (+) 1s.6d.

" The negative storage incentive payment in Table III shows that most
farmers sold in the first third of the marketing period and by so doing
incurred a financial penalty. This matter is discussed more fully in the
section headed "Factors Influencing Returns and Margins'.

A. ANALYSIS OF INPUTS /




(A)  ANAIYSIS OF INPUTS

Details of the average costs of labour, power and other inputs
given in Table IV,

TABLE TV. THE AVERAGE COST PER' ACRE
OF “GROWING BARLEY TN 1961: 50 CROPS: 2,587 ACRES

Item . £ s. d.

LABOUR AND POWER:

Pre-Harvest

Labour
Tractor
Contract

Harvest and Barn Work

Labour -(a) Harvest
(b) Post Harvest

Tractor
Contract

Other Fuel

Machinery, Depreciation and Repairs

Harvest Equipment
Drying and Storage Equipment

TOTAL LABOUR AND POVZR
SEED A » 2: 6: 2
MANURES 2:15: 3
RINT 2: 3z -
MISCELLANEOUS COSTS : ~:18: 5

TOTAL DIRECT COST £17: - 8
MANURTAL RESIDUES b/f. . 3312z 7
MANURTAL EESIDUES o/f. _:18: 7
OVERHEADS : - 33533

£22:19:11

Labour and Power

Labour and power together made up 52.,2% of the direct costs and 38.7%
of the total costs. Labour alone made up 10,3% of the total costs and,
despite a wage increasc in January, 1961, was a reduction on the previous
year's figure. This was made possible by easier spring conditions and better
weather at harvest, which also cut down the amount of drying needed.

TABLE V./




TABLE V. TLABOUR AND TRACTOR HOURS AND COSTS ., PER ACRE

"It emn ‘ LABOUR ~ DRACTOR

I
06 oo oo oo

Ploughing

Cultivating

Harrowing

Rolling

Drilling and Applying
Fertiliser

Spraying

D | I I
00 ©c6 co oo
I | o

1
co oo

Sub. Total

Combining
Baling
Carting

Sub. Total

Drying
Dressing and Bagging

TOTAL £ 1:1l: 2

Tractor work accounted for 6.,8% of the total cost. . The time taken
in pre-harvest operations was less than that needed in the previous year
because of better soil conditions.

Almost all of the combines used were self-propelled machines; six
trailer machines were used on five crops. Three farmers swathed the crops
before combining. Most farmers baled the straw. Three farmers chopped
the straw and ploughed it in, three sold it loose on the ground, and one
other farmer sold a quarter of it loose and burned the remaining 170 acres.

Contract services were used by two farmers for spraying, two others
"hired sprayers. -Two crops of straw were baled by & contractor and only
one farmer employed a contract combine; +this was to help out his own machine.

Depreciation and repairs of specialised equipment was again one of the
largest single items of cost accounting for 20,3% of the total. The average
cereal acreage harvested by each of the TO combines was 159.2 acres which was
equivalent to 16.2 acres per foot of cutter bar; both these figures show

uite an improvement on last year's average performance. Two combines each
harvested 300 acres, and another ten each dealt with over 200 acres.  The
lowest acreage cut by any one machine was the 38 acres handled by a six foot
cut trailed machine. Balers also were more efficlently used. Forty-seven
machines were used on 43 farms covorﬂng an average of 239 acres each, of which
34 acres were hay. Thirty-two forms had drying and storage equipment and the
average grain acreage on these farms was 226 acres,

Sced

Seed accounted for 10.0% of the total cost. The average seed rate
used, 1l.55 cwt. per acre, was slightly higher than that of the previous year;
51% of the seed was purchased. Seeding rates varied between 1,20 and 2,00
cwt. per acre; nineteen farmers used a seed rate of 1.5 cwt. per acre.

Fertiliser.... /




Fertiliser Usage and the Place in the Rotation -

Fertilisers, including an adjustment for manurial residues, cost
£5:9.3d. per acre comprising 23,7% of the total cost. - The average cost
of the manures actually applied to the crops was £2:15.3d., 12% of the
total cost; the net value of the residues wmade up the remaining cost.

A greater number of farmers used the more concentrated fertilisers
than in the previous year and more farmers took advantage of the early
‘delivery and storage rebates offered by the manufacturers. The overall
effect is that slightly less money was spent on a smaller gquantity of
fertlll sers but more nutrients were applied to the crops.

Almost all of the manures applied were in the form of compounds.
Lime was applied before three crops were sown. Three crops received no
fertiliser at ally two of these followed root crops, the third followed
ploughed-out grassland. Straight nitrogen was applied to only three
cropss; as a top dressing in one case. The average amount of fertiliser
used was approximately equal to a dre331vg of 3 cwt. per acre of a compound
having the analysis N 12% PZO 113% K,0 1249

. TABLE VI. AVERAGE FERTILISER USAGE.

Units¥* of Fertiliser | Approximate Equivalent
Dressing of Fertiliser

N P05 K20

7 Crops after ley 28.7 29.9 32,0 3 cwt. of 10
17 " " roots 26.9 28.6 29.6 3 n n
20 v " corn 47.9 L1.5  LT.7 ’

6 " mixed : : o
cropping | 3L4.7 30.2  33.3

Overall Average 26.5 3h.1  37.6 | = 3 cwte OF

* 1 unit of fertiliser = 1/100th of 1 cwt.
. Twenty crops, or part-crops, were undersowmn and the average fertiliser
dress1ng they received, 33.1 units of nitrogen; 35.0 units of phosphatp and

37.7 units of potash, shows little variance from the overall average used.

TABLE VII. THE .CRCPS PRECEDINT BARLEY — 1961

Preceding Crop

Barley
Wheat
Oats
Peas

Turnips

Potatoes

Sugar Beet

Other Root and Green Crops

Grags

In/




In East Perth 73% of the barley aoreage was a second barley crop;
in Roxburgh, Angus and the Lothians 52%, 55% and 4% of the barley
acreages; respectively, were second whlte crops.

The barley crops following grassland yieldea an average of 38 cﬁf.
per acre, those following roots 35 cwt. per acre and the second whitc .
crops yielded 33 cwi.
Rent

The average rent per acre was £2:3s. which was 9.4% of the total
cost. Individual rents ranged between 13s.7d. and &4 per acre. Twenty-

two farmers rented their lands the other 23 were owner-occupiers.

Miscellaneous Costs

These include such items as spray materials, baler twine and sack
hire, The first two items make up most of the. average cost of 18s.5d. per
acre.

TABLE VIII. THE SPRAYS USED

Acreage

Type of Spray Sprayed

M.CaPohe ' 1766
M.C.P.B. . ' 227
. C.M.P.P. (Mecoprop) 88
D.N.0.C, 33
2.4.D. C22
D.N.B.P. (Dinoseb) . 12

Overheads

This figure is an empirical attempt to allow for those fixed costs
which are not already acccunted for. The figures used have been slightly
increased compared with those used for the 1960 crop costing.  The
difference amounts to about Ls. per acre.

The following table shows the distribution of the . individual costs
per acre of the 50 crops under review. These ranged from £14:16.7d. to
&£34:13%,2d. per acre. Twenty—-six crops cost less than the overall average
of £22:19,11d. per acre while 36 fell within the limits of £1T7:10s. and
£25:10s. per acre.

TABLE IX. DISTRIBUTION OF COSTS

COSTS PER ACRE

g202- | 225
225 2274

11 11 14 5

% £101-€15 = £14:19.11d.

(B) FACTORS.../
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(B) FACTORS INFLUENCING RETURNS AND MARGINS

Returns

. In addition to the yield and the quality of the grain as factors
influencing the levels of returns, the date of sale made a considerable
difference to returns for the 1961 crop. This was because of the
‘government's storage incentive scheme and also the rising market price
during the last six months of the selling year. These two factors did,
in fact, become of overriding importances several farmers sold seconds
towards the end of the season at prices in excess of those they had
received earlier in the year for first quality grain. The average
deficiency payment may be ignored ror the purpose of discussing the
significance of these factors,

TABLE X. BARLEY VARIETIES GROWN, YIELDS PER ACRE,
PRICES PER CWT,, AND RETURNS PER ACRE '

Total No. of |Per Cent|Average | Average | Average Returns
Variety | Acreage| Crops or | of Total| Yield |Price per| per Acre from
Costed |Part Crops|Acreage |per Acre Cwrt. Grain only

N

Cirb. sede | £ s d.

33,1 203 I 33:12: L
29.2 203 L4 29:12: 5
31.6 208 ~ 32s 2310
3643 19310
33.8 20210
3.2 265 7
3543 19: 3
3402 213 3
30,0 23310
38,8 193 2
42.2 223 -
26.3 2l: 6
41.9 20¢ L

Ymer 1310%
Beorna - 252%
Drost 227
Freja 202%
Mentor 146%
Rika, 120%
Maythorpe 100 .
Carlsberg 57%
Bonus II n
Ingrid 45
Vada 27
Proctor 26
Hunter 25

n
NMHEFMNDMMNOHEEUMIIDOIWUM
L] ¢ &

.

L[] L ZE - 3 * L 3

HEHMHEMHNDWESE U 000 O
.

..

L J
[ONoNe L NeRVANGE NN NecNocNe s NorV
] PO MNOREW

Average 3.1 20: 8

The similar table in last year's report enabled one to pick out those
variecties which commanded a premium, this is impossible from the above table.

The four crops of Rika were all sold for seed; the best crop produced
L3 cwt. of saleable grain which was sold for 32s.6d. per cwt. The highest
yield was 48.8 cwt. per acre from a field of Vada; this same crop shared the
doubtful distinction of selling at the lowest price of 16s.6d. per cwt. off
the combine. The other crop of Vada gave a much lower yield but was sold
for seed. ' '

TABLE XT. DISTRIBUTION OF BARLEY YIELDS

Yields in Cwt. per Acre

25-30% 30-35 35-40 LO=L5 45-50

10 20 15 3

% 25-30 = 25-29.9
TABLE XTI /
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TABLE XII, DISPOSAL OF THE 1961 BARLEY CROP
AVERAGE PRICE RECEIVED

27s. |

.-"% TIncentive
26s., | ‘

25s. ] ' larket
- Price

24s. |
23s, A
205, |

21Sa T

20s.

/s
P
19s. 4 ///,\\/ .

N

18s,

!

'
A )
N
A\l

Disincentive

Jul. "Aug. Sep. Oct. Nov,Dec. Jan.reb. Mar. Apr. May June

Average

Yarket Price - 18/9 190 18/7 195 A0 22/ 2540 24/9 23/724/8 25/-

T Incentive -9 -9d -9d -9 - - +V- +1/- +16 +1/6 +1/6 +1/6

DISPOSAL OF GRAIN

REPATNED
Cwt .

]

Feed Seed Jul. Aug. Sep. Oct.Nov, ,Iec.Janm;Feb, Har . Apn;May Jun;
16053 1529 - 4550 25832 519 4664 3760 7189 6616 4037 2989 204 194

Percentage

of Sales - 6.8 38.4 7.7 6.9 5.6 10.7 9.8 6.0 4.5 3.3 0.3




Yields ranged between a minimum of 25.2 cwt. per acre and a maximunm
of 48.8 cwt. per acre, the overall average being 3L4.1 cwt. per acre.

An attempt to relate yields to manurial practice for the 1960 crop
did no more than cast doubts on the system of calculating manurial
residues. PFor the 1961 crop no correlation was found between yield
and the level of manuring or the calculated value of manurial residues
brought forward. : : : :

Undersovm grass seemed to have little -effect on yield. Twenty crops
or part crops were undersown, covering 955 acres, from which the average
yield was 33.5 cwt. per acre.

On average (i.e. the simple average of all the individual farm pro-
portions) 85 of the barley crops was sold. In Table XII, which shows
when the barley was disposed of, only 79.3% of the total quantity produced
was sold. This figure is weighted in favour of grain retained for home
consumption, in particular by two farmers who, between them costed 550
acres and kept most of the grain produced.

In the month of January, when a ls. per cwt. premium became payable
under the storage incentive scheme, grain sales increased sharply. Most
of the grain leaving the farms in February was sold for seed.

Those farmers who sold early in the season, although they had plenty
of storage room, suffered from the market uncertainty at the beginning of
the sales period. Few crops were sold on forward contract. Only one
farmer sold a large quantity of grain this way, contracting to sell over
200 tons between January and June at prices which proved to be well below
the market average for this period.

By the end of October 53%.of the total quantity of barley sold had
left the farms and incurred the penalty of 9d. per cwt. January and
February sales accounted for another 203% of the total grain sold and
gained a premium of ls. per cwt.j; the 14% of grain sold in the last four
nonths received a premium of 1s.6d. per cwt. '

Straw

Thirty-two estimates of straw yield werc obtained, these varied
between 12 and 43 cwt. per acre with an average of 25 cwt. per acre. At
1/7th of the total cost, the value placed on the straw per acre was con-
giderably below market value. ' :

TABLE XIII. DISTRIBUTION OF TOTAL = RETURNS

TOTAL RETURNS PER ACRE

£40-845 | £45-250 | £50-855 | 255-260 | £60-265 £85-£90

18 8 8 L 1

*  £35-840 = &35-8£34:19,11d.

The figures in the above table include the values of the grain, straw
and deficiency payment adjusted for the storage incentive schene. Returns
ranged from £35:18g, to £8530,3d. per acre. The average. figure was
£46:14,8d. per acre.

Margins /




Hargins

The individual margins of returns over growing costs varied very
widely, as is showm in Table XIV.

TABLE XTV. DISTRIBUTION OF MARGINS

MARGINS PER ACRE

£15-820 | £20-825 | £25-£30 | £30-£35

13 12 5

% £5-8£10 555—59:19.11&.

The margins in the table above ranged between £9:15.10d. and £60:14.104.
per acre. Thirty-eight crops produced margins within the range of from £15
to £30 per acre; the average margin was £23:14.8d. per acre.

The fortunes of individual farmers, as represented by the margins
obtained, varied greatly from 1960 to 1961. This is, therefore, a convenient
point at which to make a comparative study of the results for the two years.

IV. TUO YEARS! RESULTS COMPARED

The costs, returns and margins for the two years are very similar. The
small differences between individual cost itens have already been discussed,
but are briefly repcated for convenience.

Despite the increased wage rates in 1961 both labour and tractor costs
were lower than in 1960 This was because of better weather conditions at
spring and harvest. Combines and balers were nore fully used. Farmers made
much more use of the early delivery rebates offered by fertiliser manufacturers.

Wheat and cats are still harvested by binder on a great many farms although
the barley crop may have been harvested by cowmbine for some years past. The
combine is, however, being incrceasingly used; some of the reasons are the
declining acreage of oats, the falling labour force and the increasing practice
of indoor potato storage making bunches of thrashed wheat straw less necessary.
These factors would-largely contribute to the better use made of combines in
1961, In addition, the 1961 harvest weather was better than that of 1960,
which neant that harvest was a relatively straightforward operation and that
combines were available for additional work either durlng or after the harvest
on any one farrm,

An average of £4,960 per farm was invested by those farmers with drying
and storage equipnent. The figures referring to capital investment in Table
- XV show that on the farms concerned the acreage of crops combine harvested
- was in excess of the cereal acreage grown. On one farn grass seed production
was an inportant enterprise but in nost cases farmers were helping out neighbours
or relatives if they had the spare capacity: the grain would also be dried if
necessary. The figures dc not show the anount of contract drying done. On
four farms contract drying for merchants was carried out on a large scale and
several farners dried small lots for neighbours.

TABLE XV, /




RESULTS
LO  FARIIS

TABLE XV,
AN IDENTICAL

THO YEARS?

QAT T R
bi’d‘iL Li_“ i

PER  ACRE 1960

Fixed Costs

Labour
Tractor Work
Depreciation and Repairs:
Harvest Equipment
_ Drying and Storage Equipment
Rent
Overheads
Manurial Residues b/f.

TOTAL FIXED COSTS A.

Variable Costs
‘Seed
Manures applied
Menurial Residues c/f.
Tractor, Combine and Drying Fuel

Contract Work
Miscellaneous Costs

-318:

TOTAL VARTABLE COSTS B. £ 5:163

TOTAL COST A + B £22:19:

35:16¢
-2 L3

£12:123

Returns fron Grain at Market Value

Average
Incentive Schene (_)

Storage

Average Net Margin

L96 acres
212 u

135 n

196 écres
215 1"
13k 1t

Average Farm Size
Average Grain Acreage
Average Barley Acreage

Costed Acreage
- Average Yield

Total No. of Combines

Average Acreage cut per Combine
Average No. of Acres cut/ft. of Combine

- Cutter Bar

Total No. of Balers
Average Acreage baled per Baler

Nunmber of Farms with Drying and Storage
Equipment

¥Average Capital invested in Drying and

. Storage Equipment per Acre of Grain grown

*Average Capital invested in Drying and

Storage Equipment per acre combined

Average Fertiliser Dressing ian Units

1797 "
36.2 cwt.

59
141.4 acres

14.2 acres/ft.
L0
213
25
£21: 9s.,
£20:11s.

I.ID P. K.
31,7 379 3849

3500 3h.k 38,9}

2338 "
343 cwbe

60
160,8 acres

16.4 acres/ft.q

L2
230

26
£22:15s.

£19:16s.
N. P. K.

¥ These figures refer only to those farms with Drying

and Storage Equipuent.
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(A) A COMPARISON OF RESULTS
12 10W_COST AND 12 HIGH COST CROPS
T 1960 AND 1961

Modern grain production is such a highly nechanised business that the
difference between low cost and high cost production is very largely a neasSure
of the efficient use of costly machines and buildings. The following compari-
son of low cost and high cost crops shows the considerable advantage enjoyed by
large farms in their ability to spread the fixed costs tied up in harvesting
and storage equipment.

TABLE  XVI,
l2 HIGH COST

COST CROPS _AND
1960 AD 1961

1210w
CROPS 11l

PER ACRE _ LOW COST CROPS HIGH COST CROPS

1960 1961 1960 1961

& s do £ s. do £ s. de & s. d.

Fixed Costs

co

1:16: 2
-:153 5

2:12510 |

1:17:11
~216: 8

Labour

Tractor Work

Depreciation & Repairs:
Harvest Equipnment
Drying and Storage
Equipment

Rent

Overheads

Manurial Residues b/f.

N

-1-]

=

[\)

e0

SEETO

oo oo

N NN
o0

oo
oo

1l: 6:10
Tslhs L
2:10: L
231l 2

NN
©0 ©0 - ©0 00
=
O 0 O\
FWN NN N
oo 00 ©o co
.

€0 6o oo o0

=
L OO MK & W\

06 ¢o oo 00

o
- | o~u =

TOTAL FIXED COSTS - A £13:105 1

\O

Variable Costs-

Seed 1:16
Manures applied : ' 2:13
Manurial Residues c/f.’ -:17;
Tractor, Combine and '
Drying Fuel 9 11
Contract Work 3 =3
Miscellaneous Costs —°15 h

‘POTAL VARTARIE CCBTS-B £ L:s17s 9

£18¢ 7:10

RO O

TOTAL COST A + B

Return from Grain 32312210

+ Storage Incentive
Margin from Grain

Yield

Average Farm Acrcage

3Lhe6 cwh,
584

(=) =212:10
13:12¢ 2

3241 cwte

584

38.5 cwhe
378

(+) -°13 1
16310310

3847 crte
378

lMost of the farmers whose figures
very sinilar cost figures for the two years.

are used in the above table produced
Where any doubt existed as to

whether figures should be included or not the average of the two years! results

was used to make the decision.

It might be suggested that the method of cost 1ng places those crops with -

 high manurial residue values and grown with bough
grovn seed, at a disadvantage.

conpletely /

in seed, as opposed to home~

If the manurial residues are, therefore,




conpletely omitted, and home grown seed is charged at an opportunity cost
(what the seed might have been sold for) of £1s 5s. per cwt. plus dressing,
the considerable gap between the total costs of the two groups is closed
sonewhat, The total costs of the low cost farms for 1960 and 1961 thus
becone £17:6.9d. and £16:19,7d. per acre; respectively, and the figures
for the high cost farms for 1960 and 1961 become £26:8s. and £2h 18.64d.

The con51derable differcnces between the charges for labour and
tractor work for the low cost and high cost farms is mostly due to harvest
‘practice, and not field size., Three of the low cost farmers sold straw
loose on the ground and one farmer always chopped and ploughed his straw
in. The newer, high capacity coumbines were used by four of these farmers
in 1961. On the high cost fams, two farmers swathed the crcp before
coubining and two other farmers used tractor drawn machines. Labour and
tractor costs for cultivations were each about L4s.6d. per acre cheaper on
the low cost farms, i.es, about one hour's less work per acre. The average
field sizes were about 30 and 22 acres respectively, for the low cost and
high cost farms. It seems unlikely, under the same working conditions,
that a 22 acre field should take much longer to work per acre than a 30
acre field.

The average farm acreages of the two groups were 58L and 378 acres,
the low cost farms having the higher average acrcage. In both groups just
over 40% of the farm acreage was used for cereal production.

It is difficult to evolve a simple means of measuring the possible use
of a combine. One method is to divide the cereal acreage on the farm by
the width of the cutter bar in feetj this ignores the different thrashing
capacities of different machines and also the fact that some farmers are
more interested in straw than others. Using this method, the larger, low
cost farms, had averages of 15.6 and 16.4 acres per foot of cutter bar in
1960 and 1961, respectively, compared with 14.6 and 12.9 acres on the smaller,
high cost farms. These figures would suggest that the low cost farms can
make better use of combines on the home farm than the high cost farms can.
The figures for the low cost farms increased in 1961 because of a slight
increase in cereal acreage and a reduction in combine cut caused by the re-
Placement of obsolete machines by new, high capacity machines.

The'acreage to cutter bar ratio for the high cost farms showed a reduction
in 1961 compared with 1960 because of a decrease in the grain acreage and an
additional combine was bought by one farmer.

The actual utilisation rates for the low cost farms were 16.7 and 18.14
acres per foot of combine cut in 1960 and 1961 respectively. These figures
"show that quite a lot of work was done away from the home farm. The corres—
ponding figures on the smaller high cost farms were 13%.7 and 14.5 acres. In
1960 the binder was used on some farms, but in 1961 the combines covered an
acreage in excess of the total grain acreage on this group of farms. ’

Ten of the low cost farms had drying and storage plants ‘comnpared with
nine of the high cost farms. The average capital outlay per farm on this
type of equipment for cach of the two groups was almost identical, this sun
being spread over a greater acreage in the case of the low cost farms.

As was to be expected, the rental per acre was lower on the larger farms,
although it increased between 1960 and 1961. ~

More home grown seed was used on the low cost farms than on the high cost
farmsj the farmer also used a higher level of nitrogenous nanuring.

There was no consistency from year to year in the yields recorded from
the individual farms. The low cost group was weighted by Border farms, five
from the Kelso area of Roxburgh and two from Berwickshire. Of the remaining
farms, two each were from West Lothian and Perthshire and one fronm

East/




East Lothian. Most of the high cost farms were north of. the Forth.
Five were in the "fringe of gold around the beggar's mantle" of Fife,
two each were in Angus and Perthshire, and one each were from Midlothian,
East Lothian and Berwickshire.

Fromn Table XVI it can be seen that in 1960 the low cost farms had the
better financial results even with their lower average yield. In 1961
the results twere reversed, The table shows that in that year the majority
of the low cost farmers sold soon after harvest; most of the high cost
farmers sold later in the season receiving rwuch better prices. Four of
the latter group of farmers regularly aim at seed production. In 1960
only two of them received seed prices, while in 1961 all four received good
- seed prices along with one other farmer.

One farmer in the high cost group achieved outstanding results in 1961,
If his figures are removed from this group, the average margin of the other
11 farmers falls to just over £13 per acre, which is below the margin achieved
by the low cost farms.

(B) A COMPARISON OF RESULTS
12 LOW MARGIN AND 12 HIGH MARGIN CROPS IN
1960 AND 1961

Results in 1961 were so.much influenced by the date of sale that a
table of detailed production data for the two groups is of little compara-
tive value. A yield of 35 cwbt. per acre sold in January, 1962, realised
nearly £10 per acre more than the same quantity sold immediately after the
1961 harvest. The financial advantage from selling late in the marketing
year frequently masked relatively high production costs.

TABLE XVII, 12 TLOW MARGIN CROPS AND
12 HIGH MARGIN CROPS 1IN 1960 AND 1961

PER ACRE LOW MARGIN CROPS HIGH MARGIN CROPS

1960 1961 © 1960 1961
£ s. de £ s. d. £ s. d £ S

d
Fixed Costs - 21s =31 18:11s 3 13:13s 9 16:16¢
Variable Costs Te Gs 5¢10:10 5816210 6311

0
9

Total Cost £28: Ts T g2Ls 2: 1 £19:10: 7 £23%3 Ts
3

: £302 Lt T £,0: 5:10 |  &4h:12s
+ Storage Incentive (=) =-31532 - |(+) -:13:

Margin from Grain | & 5: -: 8 £ 53 Ts 4 £20:15s 3 £21:17¢
Yield of Grain 3.1 ot 31.6 cwt. 38,7 cwt.

Returns from Grain &£33:

- For the 1960 crop year cost was the major factor influencing the margin.
In the group of high margin crops for that year, six of the farms concerned
also appear -in the low cost division in Table XVI, and five of the remaining
crops were produced at relatively low cost. Correspondingly, seven of the
low margin crops for 1960 in the above table also appeared in Table XVI as
high cost crops.

For the 1961 crop year, although low costs were still important, the
date of sale made a tremendous difference to returns, and thus to the margin.
In the above table, of course, there is quite a difference in average yield
recorded for the two groups but, after allowing for the effects of the
incentive scheme, there is a difference of 5s. 5d. per cwt, in price in
favour of the high margin farms.

o/
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Of the grain sold from the low margin farms in 1961, 80% was sold
in the period up to, and including, October, when selling prices were
eround 19s. per cwt. and the penalty of 9d. per cwt. was incurred. On
the high nargin farms 60% of the grain to be sold did not leave the
farms until the new year, whenconsiderably higher prices were being
obtained and the storage incentives of 1s. or ls.6d. per cwt. were
receivable, depending on the time of sale.

The group of high margin farns in 1961 was mostly made up of the
best of the low cost and; surprisingly, the best of the high cost farms
shown in Table XVI. Four farms were in the low cost group (three of
which sold their grain in September) and seven farms in the high cost
group. The latter produced good yields, sold their grain in the new year
and received very good prices. Included in the high margin group is a farm which,
because of very poor conditians. in the area, recorded the lowest yield in
the survey, 25.2 cwt. per acre. The same farm, however, was responsible
for the lowest-cost in each of the two years, and this performance in 1961
brought it into the bigh margin group.

The.low margin group contained several farms producing grain at under
£20 per acre; unfortunately they combineld below average yields (for the
farms concerned) with early selling dates. In fact, four of these farms
had been in the high margin. group the previous year.

V., SUMMARY

In 1961, for the first tine, the barley acreage in the East of Scotland
exceeded that of the oat crop.

The sample was made. up of 50 crops on 45 farms, the total acreage
costed was 2,587 acres. All of the crops were combined.

Total returns, grain plus straw and the deficiency payment, adjusted
for the storage incentive payment, averaged £46:14.8d. per acre.
The average total cost per acre was £22:19.11d. leaving an average
nargin of £23%:14.9d. per acre. The average yield was 34.1 cwt. of
grain.

The largest single cost items were the depreciation and repair charges
for specialised equipment, making up 20.3% of the total cost, and the
panurial charge, net of residues brought and carried forward, which
was 23.7% of the total. cost.

Yomer was the most widely grown variety, being grown on 51% of the
costed acreaged.

Along with growing costs and the yield, the date of sale had a great
influence on the size of margin.

The results of an identical sample of 40 faras in 1960 and 1961 were
very simjlar-for the two years.

For the 1960 crop year the largest margins were clearly associated with
low cost crops, whereas in the 1961 crop year, the largest margins
were obtained by farmers who produced high yields, often at high cost,

and sold late in the marketing season.
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(1)
APPENDIX I

COSTING METHCD

Manual Labour

All labour, including that of the farmer, was charged at the hourly
rates ruling on the farm. ‘ .

Tractor Work

Wheeled Tractors - Ls.6d. per hour

Tracklaying Tractors — 12s.-d. " n
Other Fuel
This includes fuel used by combines, balers and for drying.

Machinery Depreciation and Repairs

A charge of 20% was made on theinitial cost of specialised machinery
such as combines, balers, drying and storage wmachinery. For structures
such as storage bins, pits and buildings housing drying and storage plant
. the charge was 8%.

Sesd
Purchased . at cost

Home Grown 12s, per cwt. excluding
cost of dressing.

Manures and Manurial Residues

(a) Dung was charged at 17s. per ton plus the cost of application.
(b) Artificial manures were charged at cost.
(¢) Manurial residues brought forward and carried forward were
calculated in accordance with the recommendations in
"Residual Values of Fertilisers and Feeding stuffs',; the
thirteenth report of the Scottish Standing Cormittee.
“Rent

Rent was charged at the average rental for arable land on the farm.

Miscellaneous Costs

These included such items as spray costs, twine and sack hire.

Overheads

Overheads were charged at the rates agreed by the Scottish Conference
of Azricultural Economists. These were as follows s-—

. Per £1 Per Tractor Per

Labour Hour Acre
Dairy Farms 65, ~d. Ts. 6d. 15s.3d.
Othel‘ Farms 6So 9do ‘53; 3d0 ll(-So“do

" Wo charges have been made for interest on tenant's capital or for the
farmer's managerial work.

Averages

Throughout this report éimple averages have been used.




(i1)
BARLEY MARKETING IN SCOTLAND 1960/61

Quantities and Prices from the 23 towns prescribed under the Corn Returns Act.
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BARLEY MARKETING IN SCOTLAND 1961/62

Quantities and Prices from the 23 towns prescribed under the Corn Returns Act.
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(iv)
APPENDIX III

STANDARD APPENDIX

The figures in this Appendix are based on 50 records on 2,587
acres on 45 farms.,

TABLE T. SUMIARY OF AVERAGE COSTS PER_ACRE

ITEM OF COST

Hours

Men | Youthsy Females

Regular Labour 2.8 | 0.1 0.2

Casual and Gang Labour
Power ¢ Tractor

Horse

€
!

°
°

Machinery Depreciation and Repair Allowance

8
Contract Services -3 3

her Fuel 3
Materialss Sced 23 63
Fertilisers and Manures applied 2:15s 3

Sundries -318:

23 3:

TOTAL DIRECT COSTS £18:15:10
Share of General Farn Expenses 1:10: 1

Adjustnent for Residual Manurial Values 2:1Ls ~

GROSS COST £22319:11

| Credit Value of Straw 3s 5: 8

NET COST £19:1h4e 3

TABLE II. /




(v)

SUMMARY OF AVERAGE YIELDS AND RECEIPTS

TABLE TIT.

Barley used on farm

Barley Sold

Average Adjusted Deficiency
Payment

Quantity per Acre

Receipts

cwbo
Lol

29.7

£8: L: 5d. per acre

TABLE TIIT.

SUMMARY OF AVERAGE QUANTITIES

OF MATERTIALS PER ACRE

Material

OQerall Average
per Acre

Seed: Purchased

Home Grown

cwhe
0.79

0.76

1.55

Area Dressed Only

Pertilisers and Manures:
F‘Y.L@G

Line

Artificials: Straights -
Nitrogenous
Potassic

Phosphatic

Conmpounds

Cwt. per
Acres Acre









