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.FIGURE 1.—PER CENT OF EACH KIND OF ESTIMATED COST IN TOTAL
COSTS OF PRODUCING ONE SHIH CATTY OF COTTON BY 41
COTTON FARMS IN KWANGHWA, HUPEH, IN A NORMAL YEAR.
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COST OF PRODUCING COTTON IN KWANGHWA, HUPEH

Arrangements for cooperative work were made in September,
1937 between the Department of Agricultural Economics of the
University of Nanking and two government institutions in Hupeh,
the Cotton Market Administration and the Bureau of Cotton
Anti-adulteration, to make a study of the cost of cotton production
on a small scale. The purpose of this study is to determine.the
relative profitableness of the cotton industry and the so called
“ fair price ” of cotton that should be paid to the cotton growers
in Hupeh. Being aware of the impossibility and difficulty of
guaranteeing and stabilizing cotton prices, as experienced by
some other countries, the writers were interested in taking up this
project for the purpose of determining the technique of cost
studies and presenting some outstanding facts on this subject
to the general publiec, At the time when this plan was made, the
local government officials were facing two imminent problems:
(1) how would they be able to dispose of the bumper cotton crop
in prospect? (2) what should be done to cope with the then
prevailing downward movement of the price of cotton? Evidently
the price of cotton was very low in Hankow at that time for two
reasons: (a) the price of cotton all over the world was declining
and (b) domestic consumption of cotton had dwindled because
of the closing down of Japanese and Chinese spinning and
weaving factories in Shanghai, Hankow, and other ports caused
by the Sino-Japanese hostilities. It was also apparent that the
production of the coming cotton crop would be excellent, were
it not damaged by flood just before the picking season began.
~ Available information indicates that the average cotton yield in

1937 amounted to only a little more than 20 per cent of normal.
Consequently, the unit costs were unreasonably high and cannot
be considered as representative of normal conditions. A few
supplementary questions were, however, asked in order to throw
some light on conditions in normal years.

Method of Study :

Book-keeping has been the only method used in making cost
studies up to the present time. This method has several disadvant-
ages: (a) the cost of obtaining a record is too high, (b) the time
required for making such a study is too long, (¢) the education
or iraining necessary for keeping such farm records prevents its
general application, and (d) the results are usually biased because
of a small or unrepresentative sample. In China, book-keeping
cannot become popular, because most of our farm folk are
illiterate. It is therefore very desirable to employ some method
other than book-keeping.

The survey method was used in making this study. Since
we had only a very small fund at our disposal, less than 2,000
yvuan, only 150 cotton farms were studied in Northern Hupeh: 50
farms in Kwanghwa Hsien, 50 in Siangyang Hsien, and another
50 in Tsaoyang Hsien. The following are some results from
Kwanghwa Hsien.

1 Average yield of cotton per shih mow is 21.8 shih catties in a normal year
and 4.6 in 1937.
— 490 —
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TABLE 1.—AVERAGE SIZE OF FARM AND UTILIZATION OF FARM LAND
’ 50 farms, Kwanghwa Hsien, Hupeh, 1937

HE LR 2ZHMM HH & W H 5 3

_ Use of farm land Area {Shih mow) Per cent
i B Crop.cveueeececoreenees ceeereeaes et srernaeseanas . 19.6 92.1
-3 2 Farmstendeseeereerecseeeseeseescremseessesssassnes 0.9 4.4
9 15 Threshing floor...uevrceissiinrrvenncrirnncsserens 0.5 2.4
E:: § Hi Grave 1aN@ ..ccvevveeviiiinciiinerarsiersasansans 0.2 0.8
B B iR IR Path and dike...ccveieereiiiiiiiicrienenniennens 0.1 0.3
g A EIE Pond and diteh covevieeiiiiiiiiiiciiiciiiniinenes nil nil
- 3 # Total : 21.3 100.0
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Size of Farm and Land Utilization

The average size of farm in Kwanghwa is 21.3 shih mow.2
Two-thirds of these fifty farms had below 25 shih mow, and over
one-third of them between 5 to 15 shih mow. '

__Field crops are the main source of income of Chinese farmers,
while animal husbandry and forestry are only sidelines, and
Kwanghwa farmers are no exception to the general rule. The
crop area, which was devoted chiefly to field crops, amounted to
over 92 per cent of the farm area. (Table 1, page 491). Out
of the total farm area of 21.3 shih mow, the crop area amounts to
as much as 19.6 shih mow. The size of the non-productive area
per farm was 1.7 shih mow, which represented 7.9 per cent of
the total farm area. The largest area for non-productive purposes
was occupied by farmsteads, which represented 4.4 per cent of
the total farm land area.

Farm Layout

On ‘the average, there were four fields per farm. Half of
these 50 farms had only 2 to 3 fields; one farm had as many as
19 fields. The larger the farm, the greater the number of fields
in each farm. The correlation coefficient between the number of
fields in each farm and size of farm reached 4+ 0.74.

The smallest field was only 0.6 shih mow in size and the
largest 24.2 shih mow. The average size per field was 4.8 shih
mow. Two shih mow, however, represented the most usual size
of field in Kwanghwa. There was also a moderate relationship
between the size of farm and the size of fields in each farm. Their
correlation coefficient reached 4 0.53, which was not so marked as
that between the size of farm and number of fields.

The distance between crop fields and farmsteads indicates
the amount of non-productive work which farmers have to perform
before they can start any productive work. Because of a level
topography, intensive cultivation, and the small size of farm, the
distance between crop fields and farmsteads in Kwanghwa is less
than that in North China. The furthest distance was 2 1i,2 and

the average was 0.7 li.

Crops . |
Nine different field crops were grown by these 50 cotton
farms in Kwanghwa. Of these wheat was by far the most import-
ant and occupied 69 per cent of the crop area and 34.9 per cent of
the crop mow area (Table 2, page 493). Corn ranked next
occupying 40 per cent of crop area. Cotton came third in
importance; it was planted in about 33 per cent of the crop area
or 16.4 per cent of the crop mow area. Besides wheat, corn and
cotton, broad beans and millet were crops that occupied over 20
per cent of the crop area. All other crops amounted to less
than 5 per cent each of the crop area. The total percentage of
crop area devoted to various crops was 197.8, which is the index

of double cropping. :

2 1 shih mow = 0.1644 acres = 6.6687 ares
3 1 i = 0.3579 miles
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TABLE 2.—AREA AND PERCENTAGE OF AREA DEVOTED TO VARIOUS
CROPS GROWN BY 50 FARMS IN KWANGHWA, HUPEH, 1937

B W oo
HHE () Percentage in
e 4 R o . Dorooutage in
Kind of crop (hib mow)  fERESOR  fithmistp
Crop mow area Crop area
M 2B Wheabi i 13.52 34.9 69.0
E R O COraniniininriinsninaa, 7.91 20.4 40.4
i AE Cobion.eimereiimrinirrnrenseanies 6.38 16.4 32.6
g B Broad Beans.......cicieviieiainnne, 4,94 12.4 25.2
s e Millebeeervriarinrrenrarenreisniararenns 3.92 10.1 20.0
7o) B Field peas..ccccviecviiineiesnonininns 0.73 1.9 8.7
i I Ka0llang . iveerniisacesniiassnricnnines 0.57 1.5 2.9
- f - TR o - DR RPE 0.51 1.8 2.6
) 2 Barley..cccocviiiciiciniiianinninina, 0.15 0.4 0.7
AR PEE Wheat and peas .vinveeeieninronnns 0.15 0.4 0.7
M g Total 38.78 100.0 197.8
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Among these nine crops, four are winter crops: wheat, broad
beans, field peas and barley; five crops are grown after the winter
crops, corn, cotton, millet, kaoliang and sesame. Cotton is usually
planted in the wheat fields before the latter is harvested because
of cotton’s longer growing season. :

Costs of Production in Normal Years

. It has been shown that the cotton yield was unusually poor
in 1937, hence the unit cost of production would be extremely
high. Estimation and adjustments had to be made in order to
give a fairly representative picture on this subject. Due to the
incompleteness of the desired information frem nine of the farms,
only forty-one farms have been included in this analysis.

The average net cost of producing cotton in Kwanghwa was
0.54 yuan per shih catty* (Table 3, page 494). Therefore, cotton
prices received by Kwanghwa farmers were not high enough to
compensate for the outlay necessary to produce this crop, even in
years of high price and normal yield. A market price of 0.54
yuan per shih catty would be uncommon even in consuming
centers such as Hankow, Tientsin and Shanghai. Since cotton is
a commodity with a worldwide market, its price is determined
mainly by the supply and demand situation of the whole world,
and tariff and monetary policies of the particular country con-
cerned. The influence of a few farmers or of a small district on
its price cannot be signigicant. On account of the diminutive
size of farm business in China, production is not efficient, and with
the high interest rates prevailing in rural districts, the cost of
production would be unquestionably higher in China than in some
other countries. This reveals the absurdity and ridiculousness of
the theory that cost determines price. The highest cost per shih
catty was 1.20 yuan. If the market price of any commodity were
determined by the marginal costs, the farm price of cotton in

WM=FR WEAEMARN-RBERERHEEERFZMFT

TABLE 3.—ESTIMATED AVERAGE COSTS OF COTTON PRODUCTION, 41
COTTON FARMS IN KWANGHWA, HUPEH, IN A NORMAL YEAR

P RM
E X R & & AR M (skZ2| Eh L )
Type of average Gross costsa Netb;%m::te of
deducted)
Z yuan X yuan
R R A W W Modian «vevveeresenee 0.58 0.52
[ ] W72y Simple arithmetic... 0.61 0.54
Costs per shih @ity o st Weighted .............. 0.49 0.44
[ :
c;'fsfer AR K msTay Weighted...... 10.69 9.47

4 1 shih catty = 0.6 kilogram = 1.1023 lbs.
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TABLE 4.—CLASSIFICATION OF ESTIMATED COSTS OF PRODUCING
ONE SHIH CATTY OF COTTON (WEIGHTED AVERAGE) BY 41
COTTON FARMS IN KWANGHWA, HUPEH, IN A NORMAL YEAR.

% & F B A Fi g wm
R A A S Costs per shih catty W Z L
Per cent of
Kind of costs 3 & FEHL & # A eachkindin
Cash Non-cash Total total costs
I x x AgTE
yuan yuan yuan %%
M M Land .....coiineniinnnans 0.01 0.24 0.25 b1.4
¥ % Buildings ........c..000.n — 0.02 0.02 3.8
M B Threshing floor .......... - — —_— — 0.5
R H Implements .............. _— 0.02 0.02 3.3
T B Wages .ovcvvenraennncnns 0.06 - 012 0.18 36.2
% TI. Animal labor ............ 0 — — 0.3
H F Seeds ....ccvveervvvecanes 0 0.01 _ 0.01 1.5
B ¥ Fertilizers ......o.ocvcev-. —_— —_ _— 0.1
B, B Gmning .....cciiviiinnnn 0.01 — 0.01 2.9
AEM Gross costs8 ......vo0vnn-- 0.08 0.41 0.49 100.0
WRIB Net costs .....oevevevenes 0.07 0.37 0.44 §8.6
—~ %/ nil



Kwatn.ghwa would be around 120 yuan per shih picul. In 1937,
the highest price of cotton in Hankow was 46.5 yuan in June; it
'sagged thereafter to around 20 yuan in September and October.

. The average gross cost for growing one shih mow of cotton
was 10.69 yuan, and the net cost 9.47 yuan. This difference of
1.22 yuan represented the receipts obtained from cotton seeds and
stalks per shih mow. -

The use of land accounted for over half of the total cost
(Table 4, page 495, figure 1, page 488). It would require 0.25
yuan for land rental, interest on investment, land taxes, ete. to
produce one shih catty of cotton. Compensations for human labor,
both paid and unpaid, amounted to a little over 36 per cent of
the total, which was 0.18 yuan per shih catty. The use of
buildings and implements represented 3.8 and 3.3 per cent of the
total respectively. On the average, about one cent was paid for
ginning one shih catty of cotton. The total net cost was 88.6 per
cent of the total gross cost, which indicates that the value of by-
products, such as cotton seeds and stalks, made up about 11.4 per
cent of the total gross cost.

If cash outlay only were considered as cost, the gross
production cost of cotton per shih catty would amount to 0.08
yuan. After cash receipts from by-products had been deducted,
cash expenditure amounted only to 0.07 yuan per shih catty. The
total cash cost represent only 15 per cent of the total cost,
while the non-cash cost aggregated 85 per cent — about 5.5 times
as much as the former (Table 5, page 496). This high percentage
of the non-cash cost serves as a buffer or margin of safety against
natural and economic calamaties such as floods, insects, or falling

WhE WEHALEEN—RREREAEEREFBTLEERSRIFRE
BHRAH | |

TABLE 5—PERCENTAGES OF CASH AND NON-CASH COSTS IN
DIFFERENT KINDS OF PRODUCTION COSTS OF COTTON IN A
NORMAL YEAR, 41 COTTON FARMS, KWANGHWA, HUPEH.

HZHRABFGEZT o H
R A& B Percentage in each kind of costs

Kind of costs # L FEH 2 1
Cash Non-cash Total

CEL L S

) 96.2 100.0

M i Land ......cmreiiriirrecrrecnceans 3.8

B 2 Builldings .......cciiiiiiiriinaeneans 34 6.6 100.0
% ¥ Threshing fleoT .......cceeeneenennns 1.7 98.3 100.0
B HImplements .........ciiiiiriiennnnns 4.3 95.7 160.0
BT T OWagesS ..ocvericiiieninnnatacananans 30.5 69.5 100.0
% T Animal labor .........ciiieiiiiinn, 0 100.0 100.0
i T Seeds ..iiiviciiieniiiireiaraaranas 0 100.9 100.0
B ¥ Fertilizers ......ociiiieviisnnrnvenes 50.0 50.0 100.0
Bl £ Ginning ... ... it iineiitiinrann 70.4 29.6 100.0
Mmi Total costs ......ennnviaaoniaen, 15.3 84.7 100.0
A Net costs .....oiiiviivennianeinnnnn, 14.6 85.4 100.0
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TABLE 6.-—COSTS OF COTTON PRODUCTION, 49 FARMS IN KWANGHWA,
HUPEH, 1937

THEEE A & P 2 R &£ it
Types of

Cash Non-cash Total
averages
¥ % y

© yuam yuan yuan

4§17 i I8 HiCoste per shih catty..
iP Net ovvvevvanreceans i {if §Median ...... 0.21 2.16 2.3
Ry Weighted ... 0.27 1.42 1.69
A Gross ..veevscersens B {y §Median ...... 0.21 2.38 2.48
i Py Weighted ..., 0.29 158 1.85

4L IR /HCosts Der shik mow. .
o Net .....cvvvvunnnns 1 Ry Weighted .... 1.24 6.46 7.90
M Grom .............. Ml g Weighted .... 130 7.11 8.42
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prices. For this reason Chinese farmers can stay in their
business much longer than can business men and even farmers
in some other countries. When conditions ‘are unfavorable, the
distributive shares for their labor and investments reduce.
Farmers can adjust this situation by lowering their standard..of
living or cutting down their savings. It would take a long time
for Chinese farmers to become bankrupt.

Among the different kinds of costs, the relative importance
of the cash or non-cash item varies greatly. Seventy per cent of
the ginning costs had to be paid in cash form; fifty per cent for
fertilizers; and cash disbursements for wages represented little
more than thirty per cent of the labor cost. There was no cash
disbursement for either animal labor or seeds. Cotton farmers
in Kwanghwa usually used their own seeds and some farmers kept
their own animals, while others hired animals in exchange for
their man labor.

Costs of Production in 1938 — A Year of Low Cotton Yield

Cotton yields per shih mow in 1937 amounted to only one
fifth of normal yleld hence the cost of production per unit was
extremely high in that year. Reports made by one farmer were
found to be unreasonably high as compared with the others, 80 .;
this one record was excluded from the cost analysis. S

The average cost of production of forty-nine farms in
Kwanghwa indicates that the net costs of producing one shih
catty of cotton in 1937 were as high-as 1.69 yuan (Table 6, page
497). Only 0.27 yuan of these costs occurred in cash form and
the remaining 1.42 yuan in non-cash expenses. Seven out of
these forty-nine farms did not have any yield of cotton,” The unit
costs of production were, therefore, mdeﬁmte This prevents the
use of simple arithmetic mean. -

Gross costs, from which the recelpts from by-producte had

not been deducted were 1.85 yuan per shih catty. It costed 8.42
yuan to grow one mow of cotton in 1937; as compared with 10.69
yuan in a normal year, the difference belng only 2.27 yuan. The
average yield in that year, however, was four-fifths less than a
normal crop. This accounts for the high cosis of producmg -ong
shih catty of cotton in 1937. '
- The use of land accounted for about 50 per cent of the gross
costs, 0.92 out of 1.85 yuan per shih catty and 4.19 out of 8.42
yuan per shih mow (Table 7, page 499). Wages were respon-
sible for over one-third of the gross costs. Buildings and
lmplements constituted roughly 4 per cent of the gross cost.
Since ginning is charged on a per-catty basis, its costs decreaged
from 2.9 per cent of the gross costs in a normal year to 0.8 per
cent in 1937, due to the relative inflexibility of other costs per
mow and of ginning costs per shih catty. The cost of fertilizers
was trifling, as the application of f.ertlhzers in Kwanghwa was
very uncommon.

The relative 1mportance of ca.sh ‘outlays and non-cash
charges was approximately the same in 1937 as in a normal year,
as has been discussed previously. No repetition seems necessary

here.
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TABLE T7.—AMOUNT AND PERCENTAGE OF VARIOUS KINDS OF
‘ PRODUCTION COSTS OF COTTON, 49 COTTON FARMS, KWANGHWA,

HUPEH, 1937
m MR M snwrn sormn HRH
B . Costs per Costs per percent in
_ Kind of costs shih mow shih ecatty gross costs
o y Jt H
B yuan yuan per cent
H B Land ... iaiii it ittt 4.19 0.92 49.7
B & Buildings .....ccoiiiiiiiiiiiiiiian. 0.37 0.08 4.4
W 38 Threshing floor ... ..o nenans 0.05 0.01 0.6
B A Implements ......................... 0.34 0.07 4.0
T O F Wages ... . iiiiiceiieienneinaatin.. 322 0.70 38.2
#H T Animal Jabor ......cciiiirinieniens 6.02 - 0.01 0.3
M OF Seeds ..covriiviicererrecinratrisrons 0.16 . 0,04 1.9
JB ¥ Pertilizers ....ovvieeerienmanrervanns 0.01 —_— 0.1
B, 1€ Ginning ....cvvveniiiiecionvenncacns 0.06 0.01 0.8
B Gross costs . ... ....iviviinnnrncaines 8.42 1.85 100.0
BRI Net costs ..ovnvnvieenniannnss cerennen 7.70 1.69 91.5
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Factors Affecting the Unit Costs of Cotton Production

One peculiarity introduced in this study is the allocation of
costs on a. field basis, ' If cotton was grown in two fields by one
operator,. all kinds of costs ‘were alloted to these two -fields
according ‘to logical reasons with the idea that the relat:onshlps
between costs and some factors pertaining to each field such as
soil, topography, ownership, land value, distance to farmstead
and size of field might be feund, in addition to factors concerning
the farm as a whole,

1. Size of Farm.—The size of farm has a very close
relationship to the cost of production. As the size of farm
becomes larger, the unit cost decreases (Table 8, 500, figure
2, page 500). In 1937, a year of poor cotton crop in Hupeh ne}
costs of producing one shih catty of cotton on an average size
farm of 8.06 shih mow was 2.37 yuan. If the average size of
farm increased to 21.3t shih mow, the net costs per catty
decreased to 1.94 yuan. As the size of farm increased further
to 55.64 mow, net costs fell to 1.24 yuan per shih catty. =~ This
relationship -indicates the competltwe advantage of large farms.
The reason for this relationship is obvious. Large farms produced
more than small ones while expenses did not increase proportlon-
ately, hence the unit costs for large farms were 1ower

BAK REZTN ﬁﬁfﬂdbﬁjﬁ{tﬁmiﬁkrl\ﬂﬁﬁ%&"il&iZﬁ{%

TABLE 8.—RELATIONSHIP BETWEEN SIZE OF FARM AND COSTS OF
COTTON PRODUCTION, KWANGHWA HUPEH, 1937

> - [:ﬂ w 45 sjv  Average gize of farm (shik mow). 8.08 21.31 55.64
- i3 ig % Number of fields in cotton ....... .22 23 2 &
45 ,ﬁ-ﬁz ;tﬁ; ﬁi Yield of cotton lint per shih mow o o '
i) (shih catty¥) ....cuverienenen 3.92 4.45 4192
;bﬁ;ﬂ_‘_AIau Nuymber of days of human labor
per shih MOW ......cevvvuvens 7.43 6.83 . 641 ¥
BHFPRA 7  # pCmsh ........ 0.10 0.28 0.32
Net cost per shih FEH mNoncsah .... 2.27 1.66 0.92
. catty {yusn) ... . # FfTotal ........ 2,37 1.94 1.24
S RB 5-'[; } ;M &Cash ........ 0.42 181 1.64
Gross costs per ahih -FEFH S Non-cash .... 9.60 8.06 - 5.20
mow (yuan) ... M #{Total ........ 10.02 2.87 6.84

H_E Wdt%ﬁ&ﬁﬁﬁ@ﬂﬁ*d*ﬁﬁiﬁﬁ@ﬁ)ﬁiﬂﬁﬁ

SHIR, M&\' ' B '

7.94 054 . =] FIGURE 2 —RELATIONSHIP "BE-
- TWEEN SIZE OF FARM AND

21 62 039 ' NET COST PER SHIH CATTY,

2748 035 | KWANGHWA, HUPEH, IN A

i Gl 6Ea 030 G40 050 -,  NORMAL YEAR!:
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TABLE 9.—RELATIONSHIP BETWEEN SIZE OF FARM AND COSTS OF
COTTON PRODUCTION, KWANGHWA, HUPEH, IN A NORMAL YEAR -

i [ﬂ g * Average size of farm (shih mow).. 7.94 21.82 47.48
BASSE im0 T
(i (shih eatty} .....cooiieiiean 18.96 20.15 24.92
sodkTenm o an e
45 FiIPRM  (55)Net costs per shih catty (yuan).. 6.54 0.50 0.35 |
W TR RN (5r)Gross costs per shih mow (yuan).. 11.60 11.28 9.82

The same relationship existed between the size of farm and
gross costs per mow. Small farms incurred more expenses for
growing one mow of cotton than large ones, because land, labor,
and capital could be utilized more efficiently by the latter than by
the former. This is well illustrated by the negative association
between the average size of farm and the number of days of
human labor required for growing one shih mow of cotton (Table
8, page 500).

Incidently, many people have a m1staken 1dea about the
relationship between size of farm and crop yields. They think
that the crop yield must be higher on small farms than on large
ones because small operators cultivate their land more intensively,
applying more labor, fertilizers, etc. than large ones. In some
cases, this may be true. Nevertheless, it is not uncommon for
small operators to apply less labor and fertilizers to each unit of
land area, because (1) small farms have less available capital and.
(2) there is a tendency to skimp farm work when farms are small,.
because the operators are obliged to have subsidiary occupatlon&
in order to make a living.

It is also very interesting to note one disadvantage of large
farms. Relatively speaking, large farms have more cash disburse-
ments, than small ones even though their total costs are less.
Cash outlays represented 4.2 per cent of the net production costs
for small farms, 14.4 per cent for median sized farms, and 25.8
per cent for large farms, This discloses the vulnerabdlty of large
farms toward the ever changing price level. When the price of
cotton is high, large farms will make a profit before small farms
can possibly do so. On the other hand, large farms would hawve
to lose money, i.e. cash in this case, while small farms would just
receive less for their own labor and investments if the cotton price
is low, because net cash costs per shih catty of cotton were 0.10
yuan, 0.28 yuan and 0.32 yuan for small, medium and large farms
respectively.

This negative relationship between the size of farm and unit
cost of cotton production holds true in a normal year as well as
it did in 1937 (Table 9, page 502, figures 2 and 3, pp. 500, 501). A
small farm is associafed with high costs per catty and per mow.
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As in 1937, a direct relationship occurs between the size of
farm and ylelds per mow in a normal year, and anh inverse one
between the size of farm and number of days of human labor
required to grow one mow of cotton.

2. Size of Field —The size of ﬁeld has a dlrect bearing on
the problem of labor efficiency. This point is particularly
important if farm machineries are used. The number of days of
human labor tends to decrease as the size of fields becomes bigger.
(Table 10, page 504). In addition, the cotton yield per mow

#FHrER RECTAEEHRALSASEHE RN ER A ZBE

TABLE 10.—RELATIONSHIP BETWEEN THE SIZE OF FIELD AND COSTS
OF COTTON PRODUCTION, KWANGHWA, HUPEH, 1937

2‘: ¥ HE KD Average size of field (shih mow).,. 1.32 3.27 _ _9.10- I
crwo .
F -] Number of fields in cotton ....... 17 28 22
470 nﬁ Eﬁﬁﬁ Yield of cottom lint per shih mow ,
Gl R " (shih catty} .eiiieeeiiiienes 3.22 3.93 501
4415 &) AI H& " Number of days of human labor _ .
per shih mow ..........v000ss 7.49 7.47 6.35
@1 FFREE (55) Cash ........ 0.23 0.27 0.28
Net cost per shih 3]:_%% Non-cash .... 2.94 1.87 1.14
catty (yuan) ... 8 It Total ........ 3.17 2.14 1.42
G Go) Cash ........ 0.75 1.07 147
Greoss cost per shih jgiﬁ% Non-cash ..., 10.11 8.03 6.36

mow {yuan) ... i F Total ........ 10.86 9.10 7.83

was higher on large fields than on small ones. Accordingly,
lower unit costs of production were associated with larger fields..

In a normal year, the same phenomena are noticed (Table
11, page 504 figures 5 and 6, page 503). Net costs per shih catty

Bi—-R BEARAREFREAER SRR EEEREZER
TABLE 11.—RELATIONSHIP BETWEEN THE SIZE OF FIELD AND COSTS
OF COTTON PRODUCTION IN A NORMAL YEAR, KWANGHWA, AUPEH

k.S ]zt jﬁk’j‘( iliw}) Average size of field (shih mow).. 1.38 3.42 8.08
i §i Number of fields in cotton ....... 9 21 21
4 Fiv} a ;-4 m JE fit Yield of cotton lint per shih mow
(-b‘ (shih catty) ......icvvecnen- 21.72 19.43 22.68
ﬁ__]ﬁ 74 AI B ﬁNumber of days of human Iabor
per shih mow ................ 9.88 8.12 6.34
415 IR RMGE) Net costs per shih catty (yuan).. 0.65 0.52 0.59
ﬁfﬁ“m&) Gross costs per shih mow (yuan).. 15.51 11.31 10.14
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Wik RESAREWLE AR TR E R BSR4 2R
TABLE 12.—RELATIONSHIP BETWEEN COTTON YIELD PER SHIH MOW
AND COSTS OF PRODUCTION, KWANGHWA, HUPEH, 1937

qiﬁlﬁfﬁﬂ&#ﬁiﬁﬁ Average yield of cotton lint per

shih mow {ahih catty) ......

1,84 409 7.41

b+ ﬁ B Number of fields in cotton ...... 24 21 22
500 mj\_‘]: H $fNumber of days of human labor

per gshih mow .....cvveivncans 5.756 6.92 7.31
ﬁ,fﬁﬁ-ﬁ-ﬁ}ﬁ (58) # 4 Cash ........ 0.97 0.36 0.13
cost per shih FE3H 4 Non-cash ..., 4.51 1.37 1.04
catty {(yuan) . M i+ Total ........ 5.48 1.78 1.17
@fﬁaﬂ&}ﬁ (3[2) 3 4 Cash ........ 1.24 1.50 1.07
Gross costs per ahih I 4 Non-cash .... 6.60 6.29 8.39
mow (yumn) ... i 3 Total ........ 7.94 7.79 9.46

HBH=% WLEAEABRERFESTREERREEREZHIR

TABLE 13.—RELATIONSHIP BETWEEN COTTON YIELD PER SHIH MOW
AND COSTS OF PRODUCTION IN A NORMAL YEAR,
KWANGHWA, HUPEH

-a& Average yield of cotton lint per
-"Fﬁﬁ:rh ﬁmﬁ shih mow (shih catty) .......

iB ﬁ Number of fields in cottom .......
% b ﬁ)\I f] $¢Number of days of human labor

per shih mow .....c.vecenves

Net costs shih catty ( n).
ggw&ﬂ) G::u costsp::r shih mow (:‘::n)

15.30 21.056 . 3168

18 19 13
7.09 6.39 6.86
0.61 0.44 0.31

10.39 10.45 11.87
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were 0.39 yuan for the biggest fields, 0.52 yuan for the medium
ones, and 0.65 yuan for the smallest. Likewise, gross costs per
shih mow were about 50 per cent higher for the smallest fields than
for the largest ones. The number of days of human labor
required per shih mow of cotton was also smaller for large fields,
but there was no consistent relationship between the size of the
field and the cotton yield per shih mow. ' L

3. Cotton Yields.—More striking than 'that of any other
factors. was the effect of yield on the net costs of cotton production
per shih catty (Table 12, page 505). The average cotton yield
per shih mow on the twenty-two fields which had the highest
yields in 1937 was about six times as much as that of the twenty-
four fields which had the lowest yields in the same year, while the
gross costs per shih mow for the former only increased by less
than 20 per cent. Hence the net costs per shih catty of cotton
for the 22 fields with the highest yields was only about one-fifth
of that for the 24 fields with the lowest yields.

There was no noticeable and consistent relationship between
the cotton yields and the relative importance of cash and non-cash
expenses in total costs, but the number of days of human labor
required to grow one shih mow of cotton varied proportionately
with cotton yields. This seems to contradiet what has been
discussed before. The indirect inverse association between yields
and labor was caused by their direct relationships with the size of
business. This direct relationship which existed between yield
and labor in 1937 may be explained by the abnormal eonditions
prevailing in that year. For fields which had no yield or very
low yields, the labor required for picking cotton and collecting
stalks would be saved. If there were some yield, a great deal of
extra labor would be necessary for these purposes. .

In a normal year, the cotton yield per mow has no significant
effect on the number of days of human labor required per shih
mow {(Table 13, page 505), because it cannot be saved even if
the yield per mow is comparatively lower for some fields than
for others. The labor requirement for picking 15, 21, and 32
catties of cotton per shih mow is practically the same. On the
contrary, a slight inverse relationship seems present between
these two factors, yield and human labor requirement, due to the
inter-relationship of the size of business to both labor efficiency
and cotton yield which has been discussed above.

4. Type of Soil.——No scientific study was made on soil types
for these 50 cotton farms in Kwanghwa, Hupeh. Reports made
by farmers on soil classes are usually not accurate and scientific,
The results thus obtained were, nevertheless,  surprisingly
significant. It has been commonly noticed that cotton is specially
adapted to loam and sandy soil. Clay soil is ungultabl_e for the
growing of cotton, Cotton yield on loam ranked highest, on sandy
soil next, and it was lowest on clay (Table 14, page 507).
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TABLE 14.—RELATIONSHIP BETWEEN SOIL TYPE AND COSTS OF
PRODUCTION OF COTTON, KWANGHWA, HUPEH, 1937

4 a % EqType of soil .....oveniiiiionrann, i Loam %% 1. Sanly #s £ Clay
¥ £2] He § Number of fields in cotton ....... 18 36 13
4% i @ JE f A ‘& Yield of cotton lint per shih mow
(il fl'-) (shih catty¥) ....cevovovamrnns 5.35 4.65 3.78
48 0 @2 A T B ¥ Number of days of human Iabor
per shih mow ......aveecn--a 6.96 6.99 6.21
BHFFRB () S8 4 Cash ........ 0.22 0.26 0.36
Net costs per shih ' %ﬁ% Non-cash .... 1.25 1.34 1.77
catty (yuan) ... W E Total ........ 1.47 1.60 2.13
ﬁfﬁ'ﬁ&ﬂ}ﬁ (560 32 ) Cash ........ 1.30 1.23 1.43
Gross costs per shibh #ﬁ% Non-cash .... 717 6.98 7.29
mow (yuan) ... g 4 Total ........ 8.47 8.21 8.72
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The net cost of producing cotton per shih catty was highest
on clay soil, 2.13 yuan in 1937, while on loam it was only 1.47
yuan. The higher yield on loam and sandy soil and the insignifi-
cant variation in the gross costs per shih mow accounted for this
relationship. There was not much association befween type of
soil and labor requirements; the smallest number of days of human
labor required per shih mow of clay soil must be due to the lowest
yield being on this type of soil which saved the labor of picking.

5. Value of Owned Land.—It would be very interesting to
know what effect the value of land has on the costs of producing
cotton. In the United States, agricultural economists frequently
urge the farmers to buy the most expensive land, because good
land is usually undervalued and poor land overvalued, when
judged from the viewpeint of its earning power, even though the
good land costs more than the poor. It istrue that in Kwanghwa,
land of higher value produced more cotton per mow than land of
lower value in 1937 (Table 15, page 508), but this increase in
yield did not counter-balance other unfavorable factors; therefore,
the net costs of producing one shih catty of cotton were higher
on good land than on poor land. In the first place, expensive
land did not save much labor, represented more than one-third
of the total costs. Secondly, the interest rate on investments was
too high in China as compared with Western countries. Hence
the increase in cotton yield on good land did not correspond with
the increase of gross costs per shih mow, caused by the additional
capital costs. _ : . _

A rough check has been made from the information available
for a normal year and the same result has been found. On land

of lowest average. value, net costs per shih catty were approxi-
mately 40 cents, while on that of medium value, they were 60

to 70 cents. :

BrhRE REHSEWLEEAEES b 2@ RIGTEEERK ARG

TABLE 15.—RELATIONSHIP BETWEEN VALUE OF OWNED LAND AND
COSTS OF PRODUCTION OF COTTON, KWANGHWA, HUPEH, 1937

H 1;,‘ W M 4§ i|f miAverage value of owned land per

ZABE (55)  shih mow (yuan) ............ 28.28 41,32 52.64
4] H Ht W Number of fields in cotton ....... 18 12 9
43 1l B F¢ b A B Yield of cotton lint per shih mow
Gh Y (shih eatty) ................. 4.09 4.32 5.22
4 i W A I # $Number of days of human labor
per shih mow ............... 7.28 7.16 7.51
HFHRFRE ) ] 4 Cash ........ 0.23 0.33 0.29
Net costs per shib JEHl4y Non-cash .... 1.97 2.44 2.54
catty (yuan) ... M 2 Total ._...... 2.20 2.77 2.83
HRATH (o) B 4 Cash ........ 1.01 1.49 1.57
g‘ms costs per shih FHH 4 Non-cash .... 8.68 11.07 13.89
mow {yuan) ... R I Total ........ .69 12.56 15.46
-— 508 —



HER BB MREEL DS CGEROARSBTER) » BER 20 » R
RUB IR ZEMER » HEEBS 240 » PSR

o REAREE RS o B— BRAZEM » BRELEBEZAT
$ﬂﬁ}’\1§ﬁl ' RIGBRA=AZ—D ke 8B PREBENSG B2
HEE o BRER > Bz LESMPBEMZEER » AFRELSR LIRS
AR AR » SHBARZAEM o

SSAE B EWHE 6 LS B 2 S ks B T 2

"o ¥ FIGURE 9.—RELATIONSHIP BE-
S264 1242 | TWEEN VALUE OF OWNED
41.32 12,56 A LAND AND GROSS COST PER
262 = I SHIH MOW, KWANGHWA,
Lol Ly HUPEH, 1937.

MFAFZRRET » FEREEAHR » MUBE 25 o HgEm
REBHASERH o LTHEBLREL » G HEF 285 B8N0
7 3 MFBBRMEPESIREE » BRORPELOH o

FERRATREARM—~HR > UBEEHSEEHEBR » kR R iE
it o EIMEFIRT » HWERR S o UAMTRUIKA Z 28 » REHE
BRZE o RICGEARE » SRS MBITNR » LR LS
ZH i o

GRYHBPERE  B15 #GHY » S8R Z MuEE » THayg
BEE A HRENEL « AAL » HEBM— e ONLTT o AR
HEEZHM » LEARTFLEE c MPE AR » BUEN MG HRZIE
B > B HUBALE ) R EMENEAZE BHE-OFHETAR)
o BUMDIRIZHER o TFIRIERE o WAMEMMTHZ AT > AR LB D

P CHA HETAZ AN » BEEEX= « 15 A RRELF2
PRAEEESEMN » BEUEL K o Ko

Bra REHSERSPTIAERESTRERDZEHE

e | Jomrnirasaistsd FIGURE 10—RELATIONSHIP BE-
TWEEN LAND OWNERSHIP

T ST T R T AND GROSS COST PER SHIH
0 " py GYUAN 8 10 12 MOW, KWANGHWA, HUPEH,
B2 8 & owe # 3 renTED 1937.

— 509 —



The writers do not want to leave the impression with readers
that farmers should try to get cheap land. Any investment
should be analyzed scientifically by its earnings. For cotton
growing in Kwanghwa, the investment in good land was not
justified by its returns.

6. Land Ownership.—It was found that the value of rented
land had a higher average than owned land: 47.88 yuan per shih
mow for the former and 41.09 for the latter. A tentative
assumption was made that the productivity of rented land must
be greater also. This assumption becomes cogent if cotton yields
per shih mow of rented land are compared with those of owned
land. The difference was about 7 per cent (Table 16, page 510).
In addition, labor requirement was less for rented than for owned
land. Correspondingly, gross costs per shih mow for owned land
were 2.2 times as much as those for rented land and net costs per
shih catty of cotton on owned land were 2.6 times as much (figure

10, page 509).

BHA% RESAERILACATE A ERER S A ZRHE

TABLE 16.—RELATIONSHIP BETWEEN LAND OWNERSHIP AND COSTS
OF PRODUCTION OF COTTON, KWANGHWA, HUPTH, 1937

311 m)ﬁ,ﬁ‘ﬁ Lznd ownership HA Owned M Rented
ﬁ Number of fields in cotion ....... 39 28
ﬁ, -ﬁ -ﬂ Jia 1;5 Eine]'j of cotton lint per shik mow
i) (shib eatty) ................. 4.40 470
m 1 WmMAT H &Number of days of human labor
per shih mow .........c.vcrn 7.28 6.31
WiHFERA (D B & Cash ........ ’ 0.28 0.26
Net costs per shtih #ﬁ% Non-cash .... 2.28 0.71
catty (yuan) ... a §‘-|~ Total ........ 2.56 0.97
HIRARH Cash ........ 131 1.30
Gross costs per shih 3}3&@ Non-cash .... 10.85 4.05
mow (yuan) ... a “f Total ........ 11.96 5.35

The fact that the labor requirement for owned land was more
than for rented land may have two explanations: (1) rented land
was usually associated with farms of a large size, therefore labor
could be employed efficiently, and (2) the labor spent on rented
land was usually less than on owned land because of the seifish
proclivity of human beings. The first reasoning seems more valid

than the second.

A rough estimate shows that 58 cents and 31 cents would be
recquired in order to produce one shih catty of cotton on owned and

rented land respectively in a normal year.
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TABLE 17.—RELATIONSHIP BETWEEN DISTANCE OF COTTON FIELD
FROM FARMSTEAD AND COSTS OF PRODUGTION OF COTTON,

| KWANGHWA, HUPEH, 1937

Average distance of coiton field

i Fin
n & 2 H it frem farmstead .............. 0.22 0.57 1.10
i) M i By Number of fields in cotton ....... 13 31 23

B h W JE Hy /3% i Yield of cotton lint per shih mow
(th) (shih catty) .ccvvcrvrnrnnnrns 4.83 5.26 3.69

4 ¥t A T H B Number of days of human Iabor
per shih mow .........i0vveu. 6.72 6.53 7.02
BHRFPRAE D ) Cash ........ 0.21 0.18 0.46
Net costs per shih ;-,l};fﬁ:&z Non-cash ... 1.22 1.30 1.78
catty {(yuan) ... @ 3 Total ........ 1.43 1.48 219
BhwEE (D Cash ........ 112 0.99 1.74
Gross costs per shih ' 3}5&}1& Non-cash .... 6.94 7.49 6.82
mow (yuan) ... @ E Total ........ 8.06 8.48 8.56
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FRZENMBEREZ o AlERA » EE » LMVBEESZEASHB » 5
BERERZ o

(MEBUTBZALRE REHE» BB EEEZHERp
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7. Distance of Cotton Field from Farmstead.—Theoretically,
more labor would be required on a field which is far from the.
farmstead than on a field which is near. Due to the presence of
other interrelating factors, the number of days of human labor
per shih mow was smallest for those fields which, on the average,
were 0.57 li from the farmstead, and more labor was spent for fields
averaging only 0.22 li from the farmsteads. This might be caused
by the close relationship between the number of fields and the
size of farm (r = + 0.74). Since large farms were associated
with a greater number of fields, there must be some fields on large
farms which are not very close to the farmsteads. Because a
large farm could utilize labor efficiently, the number of days of
human labor required per mow would naturally be less. If,
however, the distance of the field from the farmstead exceeded
one li, the lahor requirement would be noticeably increased.
Yields were lowest on fields that were furthest away from the
farmstead. Accordingly, net costs per shih catty of cotton did
not show much difference for fields averaging 0.22 1i and those
. averaging 0.57 li, 1.43 yuan for the former and 1.48 yuan for the

latter; while for fields which were furthest from farmsteads, they

were 2.19 yuan per shih catty.

Gross costs per shih mow increased the further the fields were
from the farmsteads, but this could not be explained by the
difference in their labor requirements only. The joint reldtionship
of the size of farm, yields, land value ete. should all be taken into

consideration.

8. Number of Days of Human Labor Required per Mow.—
Labor represented 38 per cent of the total costs of cotton produc-
tion in Kwangswa, in 1937. Presumably, the number of days of
human labor required per mow would have a very important effect
on the costs of production per shih catty of cotton and per shih
mow. An analysis of 67 fields indicates that the greater number
of days of labor required per shih mow was associated with higher
costs per shih catty and per shih mow (Table 18, page 513). Iis
effect on the latter was still more striking. In 1937, as we have
pointed out, a higher cotton yield required more labor, therefore
the average number of days of human labor required per shih mow
was associated with increased yields. The augmentation of cotton
yields, however, did not counter-balance the increase in the gross

EHAR  WHEROELRRR T A e AL B BOREIE A A R AR

TABLE 19.—RELATIONSHIP BETWEEN THE NUMBER OF DAYS OF
HUMAN LABOR REQUIRED PER SHIH MOW AND COSTS OF
COTTON PRODUCTION, KWANGHWA, HUPEH, IN A NORMAL YEAR

45 N W EAverage number of days of human _
x> }( THWY labor required per shih mow.. 4.40 6.61 10.06
- ] m i FyNumber of fields in cottom ...... 11 19 21
4 Yield of cotton lint per shih mow
i (—,5}%.? Eg (shih Catty) ...c.cienieennees 23.88 21.76 10.76
& FIPRE(L) Net costs per shih catty (yuan).. 0.35 0.43 0.55
ﬁmm(i:‘) Gross costs per shih mow (yuan).. 9.51 10.41 12.00

—— 512 —



WARIEZ AR R A » MABREZEE o A LIERBME 2 » ARG
TATERAALAREESE » S TRETRAZRATES (BE-=HE
TAR) o MAHTHRERZEE > BREE o BELRHR » HREH
N MEERBISE » THALRES o Bk A TN ER 2R
?Jll » FREVERETWREAERER RNy RALBEES:X » Iie
W HES BRI o
AEER > FBZ AL Sy SMEER » MEHZHIE c AL
Z8my g hhr 2@ R » R4 EAEM » FEREE (EHE—-
ZHBTALE) 0
HTTBEALAR » FHEN « 9> BB ERNESL  A—
HKrBHRAFBEREBRBD ZHL o MALTFEEES «A—H AlEHR
%ﬁﬁﬁﬂiﬁf OeM—TrBHIFRAFEO « B=5C o mBHMAL
TRBE~O OB M TEEBRGTFGEN y 8B ——
OOXAO R 0

BEAR %% I%I;.fw‘.@i&ﬂ;lb BEARETRTHALE BRIGIEEERLA

TABLE 18.—RELATIONSHIF BETWEEN THE NUMBER OF DAYS OF
HUMAN LABOR REQUIRED PER SHIH MOW AND COSTS OF
COTTON PRODUCTION, KWANGHWA, HUPEH, 1937

& % W %Avemge number of days of human

¥ g ZATL labor required per shih mow .. 4.31 6.62 10.09
| 2] e 3 Number of fields in cotton ...... 23 22 22
5 TH ®X s #gYield of cotton lint per shih mow

E ﬁ (ﬁj‘fi—) (shih catty) . rrasiwmarnn 3.89 4.60 5.33
WE RN o 39 4 Cash ........ 0.20 0.35 0.22
Net costs per shih _:j]g}ﬁ.% Non-cash .... 1.09 1.40 1.76

eatty (yuan} ... £ F+ Total ........ 1.28 1.78 1.97
BHRARHE GO 3 4 Cash ........ 0.83 1.65 1.27
Gross cosits per shih Jesfl4- Non-cash .... 4.94 7.08 9,92

mow (yuan) ... a 8t Total ........ 5.77 8.73 11.19
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costs of cotton production per shih mow, hence the net costs per
shih catty of cotton became slightly higher as the labor require-
ments increased. ‘ :

The number of days of human labor do not have a direct
relationship to the cotton yield per mow in a normal year, but the
Increases of both net costs per shih catty and gross costs per shih
mow caused by the increase of human labor becomes very notice-
able (Table 19, page 512).

When the average number of days of human labor required
per shih mow is 4.4, gross costs per shih mow are only 9.81 yuan
and net costs per shih catty only 0.35. As the labor requirement
Increases to 6.61 days, gross costs per shih mow advance to 10.41
yuan and net costs per shih catty to 0.43. If the labor requirement
per shih mow reaches 10.06 days, gross costs per shih mow and
net costs per shih catty advance to 12.00 and 0.55 yuan respectively.

9. Investment on Implements.—Expenses on implements
accounted for only 4 per cent of the total gross costs of producing
cotton in Kwanghwa. The investment on implements should not
have a conspicuous effect un the variation of the production cost.
Due to the presence of other inter-relating factors, this effect should
not be overlooked either. The amount of investment on imple-
ments would naturally be related to the size of farm. It would be
easier for large farme to use their implements, other capital
investments and labor more efficiently than small farms. It
happened that cotton yields and size of farm were directly
associated in 19387. Correspondingly, low production costs and
high investments were related (Table 20, page 514).

BotR REHARTUEESE E A B R A R AR

TABLE 20.—RELATIONSHIP BETWEEN THE INVESTMENT ON IMPLE-
MENTS PER FARM AND COSTS OF COTTON PRODUCTION,
KWANGHWA, HUPEH, 1937

ﬁ: 1] g B 2 Average value of implements per
= 3: 00 K RG] farm (yuBM) ....vcivnriainns 7.24 1%.60 61.34
8 | & Number of fields in cotton ...... 21 24 22
7 Bt Yield of cotton lint per shih mow
%1 (-.}?E f-r? AR (shih catty) .....e.ieieeion 3.33 452 5.08
W % T K Number of days of human labor
U RA H % per shih mow ... .ovivevannen, 7.05 6.88 6.51
&1 FERA G M 4 Cash ........ 0.22 0.31 0.25
Net costs per shih jﬁﬂ% Non-cash .... 2.64 1.35 1.17
catty (yuan) ... @ 3f Total ........ 2.86 166 1.42
Sl RA OO . 3 & Cash ... 0.75 1.46 1.36
Gross costs per ahih ;’aiﬁ& Non-eash . ... 9.42 6.80 6.56
mow (yuan) ... a #f Total ........ 10.17 8.26 7.92

In a normal year, the lowest net costs per shih catty occur in
the medium group of implement-investment, because the average
cotton yield is the highest for that group. Therefore, cotton yield
is the important factor determining the unit cost of cotton
production rather than the investment in implements.
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TABLE 21.-—-RELATIONSHIP BETWEEN THE INVESTMENT ON AND
OWNERSHIP OF FARMSTEADS AND COSTS OF COTTON
PRODUCTION, KWANGHWA, HUPEH, 1937

ﬁ % A Ownership of farmsteads A Owned 8 £ Renied

qﬂj&a 2rikfli (55)Average value of farmsteads (vusn) 56.82 115.19 398.06 188.39
Number of fields in cotton ...... 17 21 18 56 11

L e
- i ﬁ W m & it Yield of cotton lint per shih mow
&) (shih catty) .......oeciueinnn 4.63 4.42 4.913 4.68 3.73

ﬁ'ﬁiﬁj\'j‘ f HiNumber of days of human labor .
per shih MOW .....vcvvvannan- 6.10 8.01 6.34 6.88 5.82

SRR G 3 4 Cash ........ oqz 632 031 021 032

Net costa per shih 4 Non-cash ..., 125 1.58 1.56 1.50 0.65
catty (yuan) ... A it Total ........ 1.37 1.90 1.87 1.97 0.97
SHRARH B # 4 Cash ........ 0.58 144 160 131 121
Groses costs per shih H#I[ ¢ Non-cash .... 6.58 7.49 8.38 7.66 3.12
mow (yuan) ... M i Total ........ .16 8.93 9.98 B.97 433
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10. Investment in and Ownership of Farmstead.—Since the
size of farm business in China is very small, the investment in
farmsteads is often excessive, even though the dwelling house of
most farmers does not permit a decent living. For farms having
small investments in farmsteads, the cost of cotton production was
usually lower than for those having large investments (Tables 21,
and 22, pages 515 and 516). This relationship was, however,
obscured to a certain extent by the presence of other disturbing
factors in 1937.

B WHEELARDE B A B2 B A AU A R A 2 AR

TABLE 22 —RELATIONSHIP BETWEEN THE INVESTMENT ON AND
OWNERSHIP OF FARMSTEADS AND COSTS OF COTTON
PRODUCTION, KWANGHWA, HUPEH, IN A NORMAL YEAR

Xk q A TR
Ownership of farmsteads Owned . Rented
qsxgﬁgmﬁ (5¢)Average value of farmsteads (yuan) 53.83 113.06 898.06 209.13  —
B iy Number of fields in cotiom ...... 12 i6 18 46 5
&% a ¥z 4% R B Yield of ocotton lint per shih mow
) (hik catty) .......cc.iiinien 1B.78 21.89  24.37 22.36 16.27
ﬁﬂiaAI A ¥Number of dsys of human labor
per shih MOW ©uvvvvrrrveerens 637 836 634 698 674

% iR RMA (L) Net costs her shih catty (yuan).. 0.41 0.44 0.45 0.44 0.38
LR (5E) Gross coste per shih mow (yuan).. 9.05 10.60 12.26  11.02 7.40

Owing to the high interest rate in China, the desirability for
farmers themselves to possess farmsteads from a business viewpoint
becomes doubtful. In all circumstances, the costs of producing
cotton were lower for farmers who did not own their farmsteads
(Tables 21 and 22, pages 515 and 516). Net costs per shih catty
were 1.77 yuan for farms with owned farmsteads, and only 0.97
yuan for those with rented ones in 1937. In the same year, the
gross costs per shih mow were 8.97 for the former and 4.33 for the
latter.. Average costs were 0.44 yuan per shih catty and 11.02 per
shih mow for farms with owned farmsteads as compared with only
0.38 yuan per shih catty and 7.40 per shih mow for those without
owred farmsteads in a year of normal yield. In the present
situation, it is, therefore, not advisable for farmers in China to
try to own their land and farmsteads if they can get reasonable
terms and secured contracts from their landlords. The goverr-
ment should help tenant farmers to get better terms and secured
contracts. To lend money to tenants for the purpose of purchasing
land and farmsteads is too risky for both the lendmg 1nst1tut10ns
and the farmers, as the interest rate prevailing in China is too high
and the earning power of the land is too low in relation to its

capital investments.

Summary

1. Due to the diminutive size of farm business in China,
hence a Iow efficiency of production, and high interest rates
prevailing in rural districts, costs of production were very high.
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The average net cost of producing cotton in Kv\}anghwa was 0.54
yuan per shih catty and average gross cost per shih mow, 10.69
yuan in a normal year. )

2. In a year of normal yield, the use of land accounted for
51.4 per cent of total costs. Compensation for labor, both paid
and unpaid, amounted to a little over 36 per cent. All other costs
sucl! as buildings, threshing floor, implements, animal labor, seeds,
fertilizers and ginning represented only 12 per cent of the total.

3. After cash receipts from by-products were deducted,
cash ‘expenditures amounted to only 0.07 yuan per shih catty.
Total cash costs represented approximately 15 per cent of total
cests, while non-cash costs aggregated 85 per cent. This high
percentage of non-cash costs serves as a buffer or margin of safety
against natural and economic calamaties such as flood, insects, or
‘falling prices.

4. Cotton yields per shih mow in 1937 amounted to only
one fifth of those of a normal year. Hence the cost of production
per unit was extremely high in that year. The average of forty-
nine farms in Kwanghwa indicates that the net costs of producing
one shih catty of cotton in 1937 was as high as 1.69 yuan. Only
0.27 yuan was made in cash form and the other 1.42 yuan in non-
cash expenses. The relative importance of various kinds of costs
did not change very much in 1937 as compared with a normal
year, except by a slight increase in wages, building and imple-
ments, and a slight decrease in the use of land, and ginning costs.

5. As the size of farm becomes larger, the unit cost
decreases. This relationship indicates the competitive advantage
of large farms. But large farms had more cash disbursements
than small ones. Cash outlays represented 4.2 per cent of the
net production costs for small farms, 14.4 per cent for medium
sized farms, and 25.8 per cent for large farms. This discloses the
vulnerability of large farms toward the ever-changing- price level.
This negative relationship between the size of farm and unit cost
of cotton production holds true in a normal year as well as in 1937.

6. The size of the field has a negative relationship to the
costs of cotton production. The lower unit costs of production
were associated with larger field. In a normal year, net costs
per shih catty were 0.39 yuan for the biggest fields, and 0.65 yuan
for the smallest. Likewise, gross costs per shih mow were about
50 per cent higher for the smallest fields than for the largest. The
relationship of labor efficiency to the size of the field accounts for

this association.

7. More striking than that of any other factors was the
effect of the cotton yield on the costs of cotton production. The
net cost per shih catty of cotton for fields with highest yields was
about one-fifth of that for those fields with iowest yields,

' 8. Net costs of production per shih catty of cotton were
highest on clay soil, 2.13 yuan in 1937, while on loam, they were

only 1.47 yuan.
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9. Land of higher value produced more cotton than land
of lower value in 1987, but this increase in yield did not counter-
halancg other unfavorable factors, therefore the net costs of
producing one shih catty of cotton were higher on land of greater
value than on that of lower value. |

10. It wasfound that the gross costs per shih mow for owned
land were 2.2 times as much as those for rented land and net costs
per shih catty were 2.6 times as much.

'11. Net costs per shih catty of cotton did not vary much
for fields averaging a distance of 0.22 li and 0.57 1i from the farm-
stead; 1.43 yuan for the former and 1.48 for the latter; while for
the fields furthest from the farmsteads, they were 2.19 yuan per
shih catty.

12. Net costs per shih catty of cotton became slightly higher
as the labor requirements per mow increased.

13. Low production costs and high investments on imple-
ments were related to each other. :

14. In all circumstances, the costs of producing cotton were
lower for farmers who rented their farmsteads or had the smallest
investment in farmsteads. Owing to the high interest rate in
China, the desirability of the farmers themselves possessing farm-
steads from a business viewpoint becomes doubtful.

W. Y. Yang
Pan Hong-sheng

THE SINO-JAPANESE WAR AND THE CHUNGKING
MARKET

Chungking, a central market for south-west China, situat.ed
on the Yangtze River, has become the headquarters of defensive
resources since the outbreak of the Sino-Japanese hostilities. The
successive fall of Shanghai and Nanking and the closing of the
lower Yangtze have had disastrous effects on the Chungking
market and in consequence the commerce, industries, and agricul-
ture in the south-western interior are also faced with bad times.
This paper attempts to review the situation existing during the

crisis and the remedies that have been applied.
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Prices of imports rose by 84 per cent from July, 1937, to March, 1938,
owing to the closing of the usual sources since August, 1937. Export prices
fell precipitously by 40 points from June, 1937, to January, 1938, on account
of the impossibility of using the Yangtze river as a route of export,
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The Divergence of Export and Import Prices

Index numbers of import prices in Chungking have been
calculated from twelve imported commodities (1937 — 100)?
(figure 1, page 521). Prices of imports in the first half of 1937
shovged a slow upward tendency. From August to September
the index rose from 96 to 114, because sources of imports had
been cut off by the closing of the boom in the lower Yangtze at
the outbreak of hostilities in Shanghai. From September to
November the index rose only two points, because of the hesitation
to purchase on the part of the consumers, due to the sudden rise
of prices of imported commodities in previous months. But after
Qeople realized that the river would not be navigable for a long
time, the index rose by leaps and bounds and reached i72 in
March, 1938, 84 per cent higher than that of July, 1937. Prices
of metals rose more rapidly in 1988 than those of any other
commodities, as there was a rush demand for them for the building
of dugouts, because people had been alarmed by air raid warnings
in February. However, owing to the diminished stocks, the actual
sales were few.

The index numbers of export prices are computed from nine
exported commodities.2 Foreign trade was active in the first half
of 1937 and so the index, from January to June, 1937, rose from
97 to 114. The outbreak of the Lukouchiao incident on July 7
and the tenseness of the Shanghai situation arrested the further
rise of export prices. From July to September the index fell
precipitously by 25 points and slumped to 74.4 in January, 1938.
The index in January, 1938, was lower than that in June, 1937, by
40 points. From January to March prices had risen 14 points,
but they declined again from March to May.

Wood oil was one of Chungking’s major exports. In June,
1937, the price of wood oil was 43.17 yuan per picul. From June
to December, 1937, the price of wood oil declined by 24.17 yuan
per picul and in January, 1938, it was worth only 17.4 yuan as
compared with 40.12 yuan per picul in January, 1937. The
average price per picul during August to December, 1937, was 24.8
yuan, whereas that for the same period in 1936 was 46 yuan.

1 The index numbers of import prices are simple arithmetic averages of price
relatives of the following commodities:—
Shirtings, Yin-tan-shih-lin. Candies, Crown Brand.
Shirting, Hsien Pao Brand. Bamboo steel.

Cotton. Flexible cord.
Coal No. 2. Cigarettes, Small Ruby Queen.

Kerosene, Eagle Brand. News printing paper,
Reduced indigo, 60 per cent, Lion and Horse Brand,

2 The index numbers of export prices are simpie arithmetic averages of price’
relatives of the following commeoddities:—

Sugar, dried syrup. Wood oil.

Sugar, white, Drug, Chwan Kong.
Wine, Tachu. Drug, Tang Ewei.
Cow hides. ] Mustard roct. salted.

Bristles, black.
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Adverse Trend of Export Trade

In recent years forest and game products and drugs have
taken the leading places in exports. Since the decline of the silk
trade, forest and game products and drugs have amounted to 43
and 38 per cent respectively of the total value of goods exported.
While drugs were mostly for domestic consumption, forest and
game products were exported to foreign couutries. Since the
blocking of the Yangtze River these products have been stored in
Hankow, Wan Hsien and Chungking. According to the estimation
of the Bureau of Trade of Szechwan, at the end of 1937 these
goods in Chungking amounted to 4,476,472 yuan in value. The
commodity exchange was substantially reduced. If the trade in
wood oil is studied throughout this period, it is found that the
average volume of transaction for August to December, 1937, was
3,636 piculs, while that for the same months of the preceding year
was 15,294 piculs, that is to say that the oil business in August
to December, 1936, was four times greater in volume than for the
same period in 1937. Actually very few oil transactions have been
completed since September, 1937.

Financial Crisis

In 1936 the Chungking market was steady. In the beginning
of 1937, while the general condition of business in the whole
country indicated future prosperity, commerce in Chungking also
was progressing favorably, as is shown by the value of inter-bank
clearings and collections in figure 2 (page 525). From January
to December, 1936, bank clearings rose from 47.4 million yuan to
70.5 million yuan. From December, 1936, to May, 1937, the
clearing value rose from 70.5 million yuan to 138.2 million yuan,
and from May to July it fell by 14.7 million yuan. From July to
August, 1937, the value of clearings suddenly slumped from 123.5
million yuan to 6.9 million yuan. Thereafter the value of clear-
ings fluctuated below the level of 16.0 million yuan. The value
of inter-bank collections in pre-war times seldom exceeded 20 per
cent of the total value of clearings. Since the outbreak of war,
the collection value fluctuated vigorously within a range of 38 to
73 per cent of the total value of clearings. The interest rate on
demand deposits for the end of July and the middle of August
rose to 1.1 per cent per month (figure 3, page 526)3, reflecting a
shortage of available cash.

As regards the price of provincial bonds, from January, 1936,
to June, 1937, the price of rehabilitation bonds has risen from
637.5 yuan to 848 yuan per 1000 yuan par vaiue (figure 4, page
529). The news of the Lukouchiao incident immediately
depressed the prices of rehabilitation bonds, causing them to fall
from 843 yuan to 655 yuan. In other words they fell 188 yuan
within one month. Reconstruction bonds fell by 142 yuan in

3 Loans in upper Yangtze Valiey district due on dates at the midaie or end
of the month, 524
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The value of inter-bank elearings was rising during 1936 and the first
haif of 1937. From July to August, 1937, it suddenly dropped by 94.4 per cent
and thereafter the value of clearings fluctuated below the level of 16 million
yuan. The collection, at normal times within 20 per cent of the total clearings,
fluctuated vigorously between 38 and 73 per cent of the latest clearings after
the outbreak of the war,
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The interest rate for the end of July and the middle of August, 1937,
rose to 1.1 per cent per month, reflecting a short of available cash.

July. Outstanding value of provincial bonds amounted to 14
miillion yuan, therefore, the tremendous fall in bond prices ereated
an unfavorable balance for the merchant bondholder, and became
an overwhelming menace to the Chungking financial circle:
Prices have been nominally unchanged since the fixing of the
lowest limit of prices by the Ministry =f Finance in August.

Measures taken by Interested Organizations for Meeting The Crisis

During the crisis, the government, merchants and bankers in
Chungking united in finding means to relicv: the market situation
by establishing some specific organizations for suitable relief. The
remedies put into action may be classified under the following

ma’n headings:
Stubilization of Commodity Prices:

In September, 1937, the Provincial Government instructed
the Bureau of Business Taxation and Bureau of Land Taxation to
levy war profit taxes to prevent illegal manipulations and an
inflational rise of prices. Profit which owned its origin to the
war would be taxed according to a progressive rate.
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At the same time, a committee for the controlling of prices
was formed under the auspices of the Chungking Municipal
Government, to discuss devices for fixing prices, limiting consump-
tion, and other means of controlling the market. .

Development of Trade:

| On account of the lack and restriction of three important
business facilities, namely, communications, war insurance and
working capital, foreign trade had suffered a severe set-back since
the outbreak of hostilities. The Bureau of Trade, Szechwan, the
Committee of Foreign Trade Adjustment, the Bureau of Foreign
Trade, and the financial circle in Chungking jointly considered
these problems in the following way:—

A. Cqmmunication: Since the use of the Yangtze River
was impossible three other routes remained open for the export
of Szechwan merchandise to foreign ports.

1. Chungking-Hankow-Hongkong Route :-~—Goods are shipped
from Chungking to Hankow by river and then transported
to Hongkong by the Hankow-Canton Railway and Canton-Kowloon
Railway. The cost of transportation is low, but owing to the
lack of navigating vessels, intensive military transportation and
repeated bombings along the railroad, this route is not a very

satisfactory one,

2. Chungking—Kweiyang—Kumming—-Haifong Route:—Goods
are transported by trucks from Chungking through Kwei-
vang to Kunming and then by the Yunnan-Annam Railway to
‘Haifong. An experimental shipment cost approximately 60 yuan
per Hai-Kwan picul. But owing to the lack of trucks over this
route it is impossible to maintain prompt commercial transporta-
tion,

3. Chungking—EpingaKunming—Haifong Route:—Goods can
be transported by junk or motor boat from Chungking to
Eping and thence to Kunming on draft animals. By this way the
cost of transportation is low, but the goods are a longer {ime on
the road. The hides and like merchandise can be exported in

this manner.

B. War Insurance: The Central Trustee Company }_ms
ovened a department for war instrance, to cover transportation
risks on goods for forei_gn trade.

C. Finance: The Ministry of Finance has appropriated 20
million yuan to the Committee of Foreign Trade Adjustment for
the subsidizing of export business. The three National Banks
have formed a discounting and loaning committee to extend
credit to farmers, industrialists, and merchanis. The important
securities acceptable are agricultural, mineral, and industrial

products, and Central Government Bonds.
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+ Prices of bonds were rising during 1936 and the first half of 1937. The
outbreak of hostilities in North China immediately depressed the prices of
rehabilitation and reconstruction bonds by 188 and 142 yuan respectively in
July, 1937. After that, lowest price limits were fixed by the Central Govern-
ment, consequently prices have remained unchanged as in normal times.
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Restoration of Finance:

_The difficulties before the financial circle were the deficiency
of circulating curreney, inadequacy of appropriable cash, and the
slump in the prices of provincial bonds. These difficulties were
solved in the following ways:— o '

A. Issue of Secured Circulating Notes:—A joint reserve
committee was organized by the modern banks and the native
banlgs in Chungking to issue 8,000,000 yuan of circulating notes
for joint relief. Securities authorized were provincial bonds,
general stocks, bills, documents guaranteed by commodities, gold
and silver bullion, and commodities.

B. Raising the mortgage value of provincial bonds:— At
ordinary times, provincial bonds can be pledged at only 40 per
cent or 50 per cent of their par value. In order to ease the
financial situation the Discounting and Loaning Committee was
instructed to raise the margin by 10 per cent.

C. Stabilization of the price of bonds: By the order of the
Ministry of Finance in August 1937, the lowest price limits were
announced for rehabilitation and reconstruction bonds at 760 and
710 yuan respectively,

Summary

The closing of the Yangtze immediately arrested trade in
Chungking. Prices of imports advanced rapidly and prices of
exports dropped precipitously. Prices of rehabilitation and recon-
struction bonds declined by 188 and 142 yuan respectively in one
month. Commerce and finance in Chungking were seriously
affected. Agriculture and industries in the interior also were
faced with collapse. Measures for relief were taken one by one,
to stabilize prices, subsidize trade, issue circulating notes, extend
loans, and discount and raise the mortgage value of bonds. The
recovery of the market could not be as swift as its depression had
been. Real prosperity depends upon a flourishing trade, increase
of production and a stable currency.

Hu Kwoh-hwa
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- ANALYSIS -OF-PRICES OF FARM CROPS IN
\ CHENGTING, HOPEH, 1907 - 1937

. .. The'size of sample in compiling a price index for any locality
is limited by the number of commodities for which a satisfactory
series of price data are available. It is practically impossible to
include all kinds of commodities in the compilation of an index.
1t is behgvgd that the sample used here is fairly representative of
the cash income of the farmers of Chengting from different sources.

Data for the earlier years are from the Land Utilization Study
made; in the years 1930 to 1933. Since 1934 monthly prices for
15 crops have been recorded regularly by the local price reporter.
In combining price indexes for single commodities into a general
index, and 'monthly indexes into annual indexes, the problem arises
as to whether a simple arithmetic average or other methods should
be used. Owing to the lack of information on weights, the use
of a weighted average is out of the question. The differences
between the results obtained from the use of a simple arithmetic
average and a weighted average are, however, very insignificant if
the sample chosen is fairly representative. :

The price index of farm crops for Shanghai and Tientsin have
been available for a number of years, but it would be a mistake
to suppose that the price movement in any near-by market town
in China would be exactly the same as that in Shanghai or Tientsin,
The varieties of crops produced in different places are not identical.
The conditions of supply and demand of a particular crop in one
distriet do not resemble those of other districts. Consequently,
the analysis of price movement in Chengting is necessary if we are
concerned with the distress or prosperity of farmers in that

particular district.

Price movement in Chengting since 1907

The major movements of prices of farm crops in Chengting
(figure 1, page 533) are governed by the changes in the general
price level in China. Changes in the general price level represent
variations in the commodity value or purchasing power of money.
The index numbers of wholesale prices in North China! indicate
that the price level has had an upward trend from 1910 to 1931,

1 1907-1912 Ho Lien Index (Original index 1913 = 100. Please refer to
Bankers’ Monthly Vol. VII, No. 2).
Converted to 1926 = 100.

1913-1936 Nankai Institute of ‘Economics: Nankai Index Numbers, 1936..
1937 - National Tariff Commission: Prices and Price Yndexes in
Shanghai. '
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The trend of farm prices in Chengting was governed chleﬂy by the
general price level in China.
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The pricez of farm crops in Chengting seemed to be more flexible: than
those in North China, but both fluctuated over a similar course.

and again from 1935 to 1937, and fell abruptly from 1931 to 1934,
Prices of farm crops in Chengting followed just the same course.
Because the charges such as freight, tzansportation, etc., which
influence wholesale prices are slow: moving, wholesale prices are
always less flexible than farm prices. . This relationship is true
for all localities. Before 1931, the general price level of wholesale
prices in North China rose steadlly, but farm prices fluctuated
1rregularly along this main trend. After 1931, during which
prices declined, there was a wide discrepancy between these two
curves, but this discrepancy was soon adjusted when prices
speeded up again.

Prices of farm crops in Chengtmg and in North China

A comparison of th prlces of farm crops in Chengting with
those of North China is shown in figure 2 (page 534). The prices
of farm crops in North China seem to be less flexible than those
of Chengting. This may be explained by the facts that, firstly,

'
[
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FIGURE 3.—INDEX OF
PRICES OF COTTON
WITH ITS SECULAR
TREND AND PUR-
CHASING POWER,
CHENGTING, HOPEH
1907 — 1937, .

1926 = 100

The purchasing power
of cotton has a remarkable
upward trend, which reveals
the increasing demand for
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FIGURE 4.—INDEX NUM-
BERS OF FARM
PRICES OF PROSO-
MILLET WITH ITS
SECULAR TREND
AND  PURCHASING
POWER, CHENGTING,
HOPEH, 1907 ~ 1937,

1926 = 100

The yearly increase
in the price of proso-millet
was fairly high, its purchas-
ing power reveals a slightly
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the wholesale prices of farm -crops in North China included the
cost of distribution and freight rates, which are, comparatively
inflexible; secondly, the fluctuations in the farm prices in‘ Cheng-
ting respond quickly to changing economic and meteorological
conditions while those of the wholesale prices of North China were
somewhat minimized by other urban factors; and, thirdly, the
number of commodities included in both indexes were different.
There were 21 kinds of crops included in the North China index
and only 15 in the Chengting index. :

The trend of prices of fa}-m crops

For the purpose of comparing the trends in the prices of
different products the yearly increase in the price for each com-
modity has been expressed as a percentage of the middle year
(table 1, page 536). It was found that cotton increased the most.
Cotton was an important cash crop in Chengting, 83 per cent of
the total production being sold.? The growing demand for cotton,
due to the expansion and establishment of weaving and spinning

B—R FLEZBEWEESF S EENEN L AR
T BZERKE -

~hOEE~-RELTE

TABLE 1.——YEARLY INCREASE IN PRICES FOR 31 YEARS, 1907 — 1937,
EXPRESSED AS A PERCENTAGE OF THE MIDDLE YEAR 1922
CHENGTING, HOPEH.

R
W hE W o)
Commuodities increase
(per cent)
W% COLLOM «vvavs e ane e esesdiatee i iedseneivnnareriinds 592 -
Xx Glutinous proso millet ... ciiivurinisnnetsniranannanes 2.63
B g - Soybean, - white .. il iololil rrrneaaa rmaeeanees 2.62
¥ g Soybean, yellow .....c.ie-irinartatininetniannnnaianes 2.56
% G Green DEADS ...iieieiiiiieceiiiacniiiniins reernaeens 2.51
B G Black DeAnus ...o..o.iiiiiiiiiiaiiinitiirinsinaeas 2.34
v - 2B WHEBE ..eeiireeiieiieaaer e 2.27
w BE Besame ........iiieiiiiiiiiiiiii i, 2.24
i E Buckwhefl ...ocvevivensrorasunccrsasnrsssanrsnnssssnrens 211
o CRICE c.iiiernrinieiceeeiiiieiiiiaa Geieiiranaaaas 2.10
i ¥ Halled millet .....ocoiiiiimniiiiairaiisirionisraee, wr 2.06
- 3 Red kaoliang "..vvivcevrverenvonncauass Cereeverrrneenn 2.08
ﬂ_&%&(ﬁg{,ﬁ{!)z&ﬂ commodities {wholesale price) N. China 2.04
F OB ZE COFM aveeerrreninianraninsaineeiiiinaniaas cervereenns 2.02
=] g - S White KBOMADE ...crevatrscoravunrnsessnssnsvamsenssss 2.02
B @ Field peas .....co...o. e S 173

2 J. Lossing Buck: Land utilization in China, statistics, chapter IIL
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in the price of wheat for 31
years w== 227 per cent of
that of its middle year. Neo

R X 2

T

i
. [
140k H . WITH ITS SECULAR
!
!
f

120

120

| I A N}

7 NV2aa

/ N
\ . *
~\ 11 significant trend was observed
solbiibbon Ll Lol el iU o in the purchasing power of
wheat,

— 8537 —



factories in Tientsin, Tsingtao and other places after the World

War, accounts for cotton having a greater increase than any other
commodity. Millet, corn and soybeans are important food crops
of the farmers of Chengting, thus the slower price increase for
these crops does not affect the farmers’ cash income seriously.

Purchasing power of the important crops

The purchasing power of prices of different crops has been
calculated at wholesale prices in North China (figures 3-7,
pages 535-538). It was found that in each case the
fluctuations between purchasing power and prices revealed
a similar relationship. In the beginning of the period studied,
from 1907 to 1920, a big gap occurred between the two curves.
This may be explained by the exchange value of silver. From
1907 to 1920 the value of silver was comparatively higher, thus
the farm prices were low compared to those of 1926, Since the
prices of all commodities were also low, the purchasing power of
farm products was higher. From 1926 to 1931 the value of silver
continued to decline steadily, which was reflected in the noticeable
rising of wholesale prices. This again caused the purchasing
power and prices of farm crops to fluctuate away from each other.

The purchasing power of cotton, glutinous proso millet and
white soybeans showed a marked upward trend, while that of
corn, white kaoliang and field peas declined. This shows the
relative profitableness of the cotton industry in Chengting in recent

years,

HEE WEETZHGEEREVSEEARBRI-LOLE-LELSE
— R 2R E=—00 . :
REB S » ARSI EERS  RERHUATERZEY » ERHEZR
BEEZLHHBO
& K|

INDEX

p BERS OF FARM
i PRICES OF FIELD
. ¥ 7 i PEAS WITH ITS
; / SECULAR TREND
H AND PURCHASING
; POWER, CHENGTING,

HOPEH, 1907 — 1937,

1926 = 100

The yearly increase
in the price of h=iZ peas was
the slowest and its purcluas-
ing power showed a down-

' ward trend because of the
(e e tipgpt oot bappdiredllic] jower demand for it 25 a
910 1915 1920 1925 930 1935 food crop.
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FIGURE 8.—INDEX NUMBERS OF PRICES RECEIBED BY FARMERS FOR
FARM CROPS AND OF FARM WAGES IN CHENGTING, HOPEH,

1507 - 1937,
1926 = 100

Both farm prices and farm wages fluctuated over a similar course, only
the rise or fall of the wage rate usually lagged one year behind the correspond-
ing changes in farm prices.
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FIGURE 9.—INDEX NUMBERS OF PRICES RECEIVED BY FARMERS FOR
FARM CROPS AND OF FARM LAND IN CHENGTING, HOFEH, 1907 -

1937,
1926 = 100

. The -ge{leral trend of farm land value in Chengting retained its normal
relationship with farm prices until 1933. The collapse of farm land value in
vecent years has probably been caused by frequent natural calamities,

Relationships of Farm Price

In the long run, farm prices and farm wages rise or fall
following a similar course (figure 8, page 539). In Chengting,
Hopeh, the wage index rose steadily irrespective of the irregular
price movement which was of short duration, until 1932. After
that year, the drastic drop of farm prices pulled down the
wage rate to a very noticeable extent. The rise or fall of the
wage rate usually lagged one year behind such changes in farm
prices. During the depression period many wages did not
decline with prices, but since farm wages are more flexible than
city wezes, soon the decreasing farm income resulted in a fall in
the farm wage rate. This relationship between farm wages and
prices is again proved during a period of rising prices, when farm
wages were gradually pulled up because farm incomes had risen.
The general trend of farm land value in Chengting maintained
its normal relationship with farm prices until 1933. It dropped
suddenly in 1934 and in 1935, when it reached the lowest level
since 1905 (figure 9, page 540). This price relationship of farm
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prices to farm land value in Chengting was typical throughout
phma during this period. The violent collapse of farm land value
in Chengting during recent years was probably caused by frequent
calamaties, such as the floods in 1933 and 1934.

Conclusion

The trend of farm prices in Chengting was governed chiefly
by the general price level in China. During the period studied,
prices of all farm crops were rising, except in a few recent years,
but the rate of increase varied for different products. Cotton
headed all other commodities in its annual rate of price increase.
This reflected the increased demand for cotton, caused by the
expansior of the weaving and spinning industries in China arter
the World War. The purchasing power of farm crops in Cheng-
ting showed no significant upward or downward trend. The ups
and downs caused by supply and demand conditions were,
however, very noticeable. Both farm wages and land value rose
steadily irrespective of the price fluctuations which were of short
duration. The drastic drop of farm wages and land value, caused
by the agricultural depression in recent years, indicates their
general relationship with farm prices.

W. Y. Yang
Lu Sheng-hwai
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TABLE 1.—INDEX NUMBERS OF WHOLESALE PRICES IN CHINA

£ 1 n M2 3 4 W5
Shanghail Canton? Chungking® Nanning4 Hongkong$
B & X OH
Number of 154 190 92 21 85
commodities

¥ Base Period

1926 =100 1926=100 1937=100 1934=100 1926=100

1926 ....covvvinnnnn . 100.0 100.0 100.0
1927 vt rens 104.4 100.8 —
1928 ....iiiieininnn. 101.7 96.8 —
1929 ... iiiinna . 104.5 96.7 -
1930 ..o i inennne 114.8 101.4 _—
1931 .t . 126.7 112.6 134.7
1932 ... 112.4 113.8 120.7
1838 ...ttt 103.8 104.5 102.1
1934 ........ . incenn 97.1 94.3 100.0 92.3
1930 . .iriiireianne 96.4 84.6 91.1 76.8
1936 ......h i 1G85 1054 145.9 101.7
1987 it irinnans e 1291 120.5 182.2 129.3
1937
—H Jan. .......... 121.8 115.7 93.5 160.3 112.9
=B Feb., .......0.. 122.9 1i8.0 96.2 166.3 115.8
=ZH Mar. .......... 123.0 117.5 96.7 1711 120.3
MHA Apr, .......... 123.9 119.8 97.9 175.6 125.6
#iHA May .......... 1251 115.8 983 190.3 126.4
7 June ......... 126.1 118.7 g8.8 193.3 129.3
£H July .......... 125.8 116.1 95.1 182.8 128.5
AR Aug, .vivvenens 127.8 121.1 95.7 18¢.1 133.3
JuH Sept. ......... 1209 121.3 103.1 188.8 141.4
+H QOct. .......... 133.1 128.2 104.4 190.8 141.2
*H Nov. ....... was 140.3 125.1 104.0 187.3 137.7
TH Dec. ...vveans . 1414 123.7 98.3 186.5 139.1
1938
—HB Jan. ....c... .. 139.6 123.8 109.3 187.0 137.0
Z“H Feb. ..vvervan . 138.4 128.1 119.2 187.2 135.6
=4 Mar. .. vese 1392 129.2 127.2 135.9
NH Apr. . vens 142.8 129.6 1241 135.0
HAB May .......... 141.9 123.4
#B June .......... 128.2
1 MERNEAR : [ EESmAR . i
National Tariff Commission: Prices and Price Index in Shanghai.
2 gm?amﬁﬁﬁ ..
upplied by Kwangtung Statistical Burean,
3 LBMRKERREDR > WIERZBGE . .
Compiled by the Department of Agricultural Economics, University of
Nanking and Bureau of Rzconsiruction, Szechwan Provincial Government,
4 REFRERIER .
Supplied by Kwangsi Statistical Bureau.
5 Pl b DAREET R

Compiled by the Statistical Office of the Imports and Exports Department

of the Hongkong Government.
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PRICE INDEXES IN CHINA

B PHAFEZTLEBERBE
TABLE 2.—INDEX NUMBERS OF COSTS OF LIVING IN CHINA

BREBE BRI R 2
kol WO Chengtu, labor-
Shanghail Nanningt pediar class
% W
Base Period 1926=100 1931=100 Feb.-—June, 1937=100
Late
1926 ............. . 100.0 —_
1927 i, . 106.7 —_
1928 ... ........., . 102.6 —
1929 ... iiiieiann 107.9 —
1930 ------------ .. 121-8 —
1931 ... iiiiivenn 125.9 100.0
1932 ...t 1191 101.3
1933 ... 107.2 24.9
1934 ......ien... 108.2 93.1
1936 .......,. tenaa 106.6 91.7
1836 ... . ..., 113.3 159.2
1937 ..., — 209.1
1937
—H dJan, .......... 120.1 167.2 96.3
ZH Feb, .......... 120.1 191.6 100.4
ZH Mar., ....00.0n 116.8 181.6 100.9
JMH Apr., ......c... 1174 2004 101.0
FH May .......... 118.7 212.7 1004
»xH June .......... 119.0 213.3 97.3
+H July .......... - 120.0 202.7 93.2
A Aug. .......... 134.6 197.8 93.3
#.8 Sept. .......... 147.7 234.7 97.2
+H Oct. .......... 139.5 215.2 90.5
*H Nov. ....vavven 160.6 199.5 01.6
EH Dec. ....vuneen 167.2 192.4 92.6
1938
—H Jan. .. ..0000ne 154.6 193.0 98.4
=H Feb, .......... 158.5 191.3 98.9
=Z=H Mar. .......... 150.4 — 94.8
PAH Apr. «...ivnen. 148.2 — 93.7
EH May .ooennen.. 140.9 — 92.9
#*H June .......... —_ —_ 96.0

1, £ and 4 see foot notes 1, 3 and 4 on page 539
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TABLE 3.—FARM PRICES, 1936 = 100

B EAT S N REF iRy DA
Index numbers of prices Inlex numbers of prices ! %’iﬂl"
A @ received by farmers paid by farmera ‘f‘i_'g_ﬂ;}ﬁtbz
ol Wk B g LW ik Bd L, Ratioof
Month EE  WE Rl FM EE &l prices
wen Hwen received
Taiho Yuan Shan Average Taiho Yuan Shan Average to prices
Kiangsi Hupeh Shensi Kiangsi Hupeh Shensi paid
36 '

11}] July .crvans 116.9 — — i16.D §9.1 - —_— 99.1 118.0
AH Aug. ool 118.7 — — 118.7 08.5 — — 085  120.5
y. 3 H Sept. ..-naues 5.8 94.0 67.8 79.2 97.3 84.3 90.1 90.6 97.4
-|- ﬂ Oct . ces 76.7 99.4 68.9 BL.7 97.3 84.5 91.2 - 943 86.6
3 H Nov., ...... . 79.9 88.9 3.1 £4.0 97.4 90.0 3.9 93.8 £89.6
X H Dec. covvinnnn B1.0 98.4 78.3 85.9 95.8 916 96.9 94.8 290.8
gfﬂ JAM cuevee 84.0 93.7 83.8 88.8 93.7 96.2 98.3 96.1 92,4
- }3 Feb, ..ccoeen 95.3 i02.8 BR.7 95.6 96.4 101.1 i61.2 99.5 961
=H Mar. ..... b.. 1020 1024 93.0 ) 98.1 97.8 101.8 99.95 99.7 9%.4
m H April ...iven. 99.7 103.1 97.2 100.0 180.0 99.2 99.3 99.5 100.5
:,ﬁ” MEY ..ovnenes 1056.5 103.2 100.0 102.9 191.8 101.4 1018 101.7 101.2
3 H June teeae OO 91.7 100.8 96.5 99.0 §8.9 . 9.2 99.0 97.5
+ ﬂ July . 88.7 40.6 97.5 91.6 y2.8 99.3 97.1 96.4 $5.0
/_\H AUZ. +v.overen 86.0 33.8 98.3 92.7 94.1 97.5 89.2 93.6 99.0
A }1 Sept. vrvuse- . 98.8 87.6 97.7 . 94.7 102.4 94.4 97.1# 98.0 96.6
-[_H Oct. veveonnen 122.0 100.6 85.8 166.1 110.9 100.4 96.7 1027 103.3
"__"'. H Nov 112.6 109.9 114.5 112,83 165.2 106.3 165.3 105.6 106.4
E H DeC. vvevene.. 114.0 118.5 137.7 123.4 105.2 117.6 116.1 112.9 199.3
?3'-?}] Jan. ..se« va. 1222 120.1 135.8 126.0 106.0 110.7 111.8 109.5 115.1
= H Feb, ..cv.iues 129.4 124.8 151.6 135.3 106.1 11£.0 1177 113.3 119.4
_"_3_}, Mar., .......- 124.2 121.4 150.4 1320 105.1 115.4 126.3 115.6 114.2
EH ADEil vivevnnn 1206.7 113.7 150.8 128.4 102.8 117.1 127.9 116.9 110.8
E H MAY .onvuen- . 126.7 103.5 147.7 125.6 104.9 115.% 1185 1ia.v 1112
7% H June ...... .. 1263 108.3 138.4 124.3 ini4 114.1 118.1 111.2 111.8
_kH July .evveens 127.4 116.7 139.2 127.8 107.90 1144 120.6% 1140 ‘112.1
;\H AUR. .voeneas 1347 105.9 138.0 126.2 107.2 1182 117.8% 1144 110.3
A Sept. cveves.. 142.7 101.2 126.9 123.3 112.9 113.8 131.3¢* 1193 103.4
—[—H Oct. cerane 139.5 95.6 118.1* .7 117.5 120.0*% 131.8% 123.1 95.6
= H Nov. .ovannen 142.6 97.0 127.2 122.3 115.3 122.6 132.4 123.4 93.1
-'EH Dec oo 133.2 93.8 133.1 120.0 116.4 118.2 134.2 122.9 97.6

19:?3 Jen., ..... ves 12B.0 99.3 128.1 118.56 116.7 115.4 181.2 121.1 97.9
— B Feb, .....ce0 125.2 90.6 .128.0 114.6 120.8 113.1 135.3 123.1 93.1
“-'-:_-T_B Mar. ...e.ees acdB 101.7 128.9 120.1 119.56 121.¢ 1297 126.7 94.8
PRH April ........ 127.1 9.5 132.0 118.9 117.2 116.7 i61.4 1314 90.5
RH May -ooianenn 119.8 —_ — — 114.8 _— = -_— —_
< B June ..... R —_ 1452 —_ —_ —_ 179.9 —_ ——

* 4 iF {8 Bt Revised,
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