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CO3TS OF GROWING OATS 1945 .

I.

An interim Report on the cost of growing and harvest-
ing Oats on 25 farms in Northumberland and Durham was published
by the Branch of Farm Fconomics in November 1945 (Report G.18).
Details of costs up to the harvesting and stacking of the crop
were given in that report. Particulars of threshing costs and
yields having now been obtained, the complete costs can be pre-
sented both on a "per acre' basis and also per cwh. of oats -
growm,

Opportunity has been taken to add the figpures for
five more farms in Northumberland.

The preseunt report, therefore, summarises
of growing. harvesting and threshing oats on 30 faru
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Most farmers will probably be interestec in these re-
sults for the light they may throw on the profitability of
growing oats, which now have a guaranteed market &t a minimum
price of 15/4d. per ton (April 1946)., If supplies of alterna-
tive feeds were freely available, farmers would also be inter-
ested in assessing the comparative advantages of marketing
their oats directly or through livestock, as most fzrmers must
do with a large part of their oats in these days of gelf-suf-

fiency on the fzrm,

Jome discugsion of the accountancy of the matter may
_help towards a clearer understanding of the bearing of the cost
figures on these topical questions. : ,
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Two main questionsg of accounting principle are in-
The first iz this. The growing of a crop of oats pro-
in return for all the expense in-
curred. They are head corn, tail corn, straw for fodder and
straw for litter. HFach of these products, jointly rroduced
has a value according to its usefulness, and presumebly, should
have some peart of the total cost assigned to it. 3But there is
no scicntific formula, rule, or other standard which will de-
cide, beyond debate, how much of the total cost should be
charged against head corn, tail corn, fodder straw ond litter
strow respectively. The cost accountant hes to chicose some
mcthod and hope it will seem sufficiently plausible to be

generslly accepti~ble,

volved,
duces four separate products

, A common choicc is to apportion total costs against
the separste products in proportion to their market values or
to their presumed values by some 2lternative methsd of nssess-
ing velue, This way of allocating costs, of coursec, makes the
values determine what the costs shall be. Genernlly farmers
t

heve claimed that the costs should determine ¢ values,
The secound major cuestion follows upon the first,
that an acceptoble method has produced costs for head
corn, tz2il coru, fodder straw and litter straw, a2t whot prices
ghould these products be charged ageinst the stock consuming
them? Teaving litter straw out of the argument on the ground
that, while it coutributes to livestock production by making
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he land as
dung, there are three possible bases for charging ¢z food pro-
ducts, ramely Cost of Production, or Market Price or Feeding
Value (i.e. the calculated cost by purchase of equivalent food
content in starch and protein). Again,.there is no scientific
formula. rule, or other standard, which will deter~ine, beyond
debate, which of these alternatives is the correct one.

stock comfortable 1its main purpose is to return to t
. LY.
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The cost accountant can only choose one or other of
the alternatives, kunowing that each will give & different
figure of profit or loss on the crop taken by itself, or on the
livestock by which the corn and straw are consuned, though not
on the crop and the livestock when accounted Tor together,

In many cost investigations concerned with livestock.
the cocts of production of the crops consumed canuct he obtain-
ed and the accountant's choice in charging for crops must be
between market price andé fesdéing value. Conseguently there is
always doubt, where these basges are used, as to now much con-
cealed profit or loss there is in the prices at wiich home-
grown foods are, in fact, charged.

This is a very matcrial counsiderati wnen cost
figures are being used to determine . or to assess t.¢ adequacy
of market prices for livegtock and livestoc robGuct ..

v 1 1 g - % e v VoY

In addition to the two major questions of
principle, there is also the important questiocn of
tiveness. At appropriate places in the report .
dreyn tc the range between farm and farm, and even
field an¢ field, in the production costs as colculated.
guestion is, Docs the averagc derived from such a whio

individual cases come anywherc near whet the true average would
e

be if every crop of osts in the two counties had beeu costed in
the some detail ag thoss on the thirty farms?

We don't knov what the true average is but we do know,
by the rules of statistics, that it cannot be calculoted from
the average of our sample within anything but & very wide
margin of error, If the anunual cstimates of the yield cf oats
per 2cre given in the official statistics, are accepted 2s
accurate measures Table 3) then it is fairly clear that
there must be many farms in the two counties on which tho
vields of oats are very considerably below the yiclds obtained
on the ferms contributing to this inguiry and on which, in con-
seguecnce, the costs per hundredwelght are likely to be con-
siderably higher. '
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The genersl bearing of these di: ssions on account-
ing and statistical principlcs is thav i 70U most unwise
to dogmntise about the cost of producing oats, v the indug-
try 28 o vnole, i.e. for =21l the crops of oats growa in the
country, t=ken together, there is a cost of producticn which
may be called the cost of production, Nobody knowi or ever
will knov, what this figure is. Otherwise, in this or that
area, 0r on this or thet farm, there is a cost of procuction
which iz not neccssarily the same as in an adjoiniu; eres or on
the viext farm, The figures presénted in this report will help
to give a clearer notion of the limits within which lie the
costs of growing o2ts in two estsbliched oat growing ercas by
farmers accustomed to growing oots on land and under other con~
ditions well suited tc the crop. ‘
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Some of the points mede above may be illustrated by .
practical examples. For a number of years the Branch has parti-
cipatec in the national milk costs investigation, the object of
which ig to obtain data on the cost of milk procduction. Since
the war oats have formed an important part of the ration fed to
dairy cows on most farms and iun the absence of cost data for the
oat crop on farms in the scheme, oats have been charged at feed-
ing value, based oun the prices of alternative foods.  In 1944-5
this figure was 11/5¢. per cwt. and, on this basis, the net
cost per gallon of wmilk was 16.49 pence., Had oets been charged
at the cost figure arrived at in the present report, namely
6/11a. per cwt., the net cost of producing milk woulilé have been
-reduced to 15.87 penge or a decresse of just over rd. per
gallon.

' A similar calculation may be made in the cost of beef
cattle, In an investigation carried out by the Braach in the
winter of 1944-5 the total cost of yard feeding cattle in
Northumberlsnd was £16.11.0. per head (see Report No. G.19).
For reasons discussed in that revort oats, which formed the
bulk of the concentrate ration, were charged on the basis of
merket price at 14/6d. per cwt. (including grinding). Had the
cost of production, a2s calculated for the Northumbcrland farms
in the present report, becn used (i.c. 6/5d. plus cost of
grinding) the total cost of feeding cattle would have been re-
duced to £14.14.10. per hcad. :

; It must not be inferred from the above cxamples that
the alterations indicatced would necessarily have increased the
accuracy of the results, They illustrate the differences
which can follow from the use of different accounting methods
and cmphasise the need for careful attention to the method used
in = particular iunvestigention or presentotion of costs if cost-
ings rcsults are to be correctly interpreted and apnlied.

IT.

The scope of the date summarised in this report is
“shown belov, ' '

i
i

TABLE 1. » - ! Northumb'd Durhem Total
. i |

No. of farms costed .... | X 11 ; 30

ot fields e 18 : 46

Avernge size of Ficlds . 2 o121 19.7

Totnl Aren costed, acres | 68 218 +1 0 906.5

PEr

A general description of the farms and of the costing
technicuec employed wes given in the interim report (¢.18). The
five additional farms were similar in type to the rest of the
Northumberland semple, 3

Tn crlculating the eost of threshing, hired equipment
has been charged a2t the contract price, usually chout £6 per
day (including 2 men). Threshing equipment owned by the farmer
has been charged on the basis: of dcpreciation (estimated at 2/6
per hour) plus the direct costs incurred,




Tahle 2 shows the average costs per acre for the 30
farms.

TABLE .2, AVERAGE COST PER ACRE : Nerth'land Durham | 4ll Farms
o i.:1 £. s. d.

. 1.10. 9.
1.16. 4,
1.10. 2,
4, 17
2.

Q.

Cultivations .eeessoeescnncoes i
Harvesting ceeescesosse-ooovse |
Threshing .csceseseccocsossceans |
Total ..eeeceiecoaoeceans
BeedsS .-:co00sesssnecss oo
MaUTEeS . 2cecssasssodsoannsaes
Rettt .. :0vco0enceessecsosreonons
Twine, €tC.oscrcecconccscesocns
Net Resicdual Values ...cco.
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Apart from the addition of threshing charges, the
costs do not differ materially from the figures previously
given for 25 farms. The charge for manures in Northumberland
is less than that previously shown but this is more than
counterbalanced by an increased debit for residual wvalues.

Threshing cost rather more in Durham tken in North-
umberland, mainly because only one farm possessed threshing
equipment,- whereas in Northumberland 12 out of the 19 farms
costed had their ovn threshers., This is an obvious e xemple
of the savings which can be effected when the farm is suffici-
ently large to warrant such special equipment.

Yields were generally satisfactory, anc¢ are given in
the following table, which also shows the latest jublished ten
year average yield as reported in the official statistics.

TABLE 3, YIELDS OF CORN, North'land! Durham All Farms
: excluding tailings. .

Average Yield of Corn per acre
on costed farms 25.5 cwts.i 26.5 cwt.

Range of Yield: . Highest ' 32.8 " 31.7
Lowest 5.0 " 5.0 ¢

Ten Year Average 1929-38 18.5 ¢ 18,3
(official statlstlcs) :

The average cost per cwt. is shown in Teltle 4,

TABLE 4, AVERAGE COST PER CWL, North'land Durh@ §Enll Farms
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In the above table the whole cost of the crop is
charged against the grain., On many farms oat strew is a valu-
able product and full use of it is made for stock feeding. Any
division of costs between grain and straw would be purely
arbitrary and it has been thought best to exclude the value of
the straw from the calculation entirely.

An analysis of labour and power costs in relation to
vield of grain is given in Table 5.

-~

Durham A1l farms.

North'land%
TABOUR & POWER PER CVT :

TABLE 5,

 Hours_s.d.

A’IOU.I'S l.:od

Hours

S.d.

Tractor Work .

Horse v,
Manuzal LU

e © 0 0

o e 0

o & 0 o o

Threghing Tackle

.28
.14
1.70
.04

.25§
~32§
1.80 2.

$19
1.68

.04

3.

i

The extent of the variation in individual costs around
the average may be illustrated by a consideration of the range of
cost on different fields. Tables 5 and 6 show the numbers of
fields where costs per acre and per cwt, respectively fall within
the stated limits. ' -

TASLE 6, DISTRIBUTION OF COST PER ACRE. (by fields)

o

Cost Range

£7-£97

£9~£11

PL1-FLY sxj;£15?£15;£12

Northuriberland

Durham

£5-£7,:
6

11

6

9 1

1

6

i
H

All Fieclds

17

10

7

TABLE 7,

DIoTRIBUTIOW OF COST PER CWT.

(by fields)

Cost Range

45-53

Ss-éé

bs-78

7g5-8s

.9-108

10-1ls

over 1lls

Nofthumbérland

Durham

4

2

9
2

6
1

1
6

All Fielcds

7 .

11

7

7

These tables indicate that the simple averages shown in
Tables 2 and 4 mask very considerable variations iun different

fields
cvy for
t0 the

average;
the average to represent the general tendency of the costs.

as well as on different farms.
2 majority of the costs to approximate re
and it ie this fact which justifies the use of

There 1s however a tenden-
asonably closely

Thus

Table 5 shows that 27 out of the 46 fields had costs within
the average figure,
were within about 2/- of the average cost per cwt.

about £2 per =a

cre of

Similarly 29 fields
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Vield per acre is obviously an important factor in
deteraining costs, and in the following table the costs per acre

and per cwt. are grouped

each field,

TABLE 8. RELATION BETWEEN YIELDS

according to the yielde recorded from

AND CO3T3.

-

Cost per acre

Cost wner Cwt.

Yieldé per Acre

cwts,
cwhs,
cwts.
cwts.

15 cwts., to 19
20 cwis. to 24
25 cwts, to 29
30 cwts. to 34

North'lznd : Durham
£. %. d.) z. £. s‘ dﬂ
7nl E) 50 .

8. 7. 4.)1 913 7.
8.10. 6. :11.17. 9.
80120 O. .11.17Q 10

tht'land { Durham

& Nor

5 s, d,
.9. 4.

8.11.
7. 9.

The cost per acre increases as yields increase, but the
extra cost iz more than compensated by the additiownal crop and
the cozt per cwt. steadily falls.

ITI.

On three farms in Northumberland the cro: wes cut with
a combine harvester. These farms have been excluceéd from the
foregcing tables, but they do not provide a gufficiently large
sample for separate tabulation. The average total cosgt of the
crop (including combining and drying) on these three farms was
slightly higher than the cost on farms which harvested in the
ordinary way, although the yield of grain_ was practically identi-
cal (25.6 cwt. per acre against 25.5 cwt.) The cost averaged
£9. 1. 10. per acre compared with an average cost in Northumber-
1and of £3. 3. 7. Combining and Drying cost £1. 1. 9. and
£2, 2. 7. per acre respectively, a total of £3. 4. 4. as against
£3., 1. 4, for cutting, stacking and threshing. The cost per cwt,
of combining and drying was 2/6d. compared with 2/5d. for the
usual method of harvesting.

In the absence of long term records, however, any
estimate of the cost of combine work involves numerous assump-
tiong. The incidence of depreciation and, even more important,
of obsolescence, is a major factor in the estimation of cost, and
it is one which cannot be fixed with any degree of certainty.

The amount of work which the machine is able to do in any season
is also an important factor and this is controlled no% only by
the westher but by the acreage of corn crops on the farm and by
the scope which exists for undertaking contract work.

Tn calculating the figures given above, a charge of
32/- per hour has been made for a 12 ft. self-propelled combine
and 16/- for the smaller tractor drawn type. These figures are
based on the best available estimete€s. Grain drying has been
charged st 30/- per ton, which was the usual contract price in
the

e
Qxred,












