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CHAPTER I

THE PROBLEM OF THE STDBT

Introduction

Throu^ knowledge man has been able to control and exploit his

environment to meet his own purposes, and thus, multiply the benefits

of his labor many times.

This study is devoted to a small but significant segment of man's

social, economic, and political endeavors. Knowledge of his credit op-

porttinities can advance a fanner far on the road of economic advancement,

while inadequate knowledge of these opportunities can greatly hinder if

not absolutely prohibit this advancement.

Strategic to any study of knowledge are the attitudes and opinions

which are associated with knowledge. Attitudes and opinions may or may

not be beliefs of knowledge. If they are knowledge, then the actions

which result from them are contributory to man's economic and social

betterment. But if these beliefs are disingenuous, if they do not in

clude, consist of, and apply knowledge, then the resulting actions are

regressive and may eventuate in debacle and bankruptcy.

The Purpose of the Study

This study was initiated through the belief that Tennessee farmers

were not acting in the credit market to their best advantage. It is
^
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believed that farmers have too negative attitudes and inadequate knowledge

about credit to make optimum use of it as a productive tool.

In the investigation of this belief, five hypotheses were set xsp

to be tested.

I^othesis I

A farmer's actions in the credit market are determined by his
attitudes, opinions, knowledge, and deliberation about credit. They are
further determined ̂  such factors as:

(1) Age
(2) Educational level
(3) Size of farm
(U) Tenure status
(5) Type of farm
(6) Location in state
(7) Amount of off-farm income

The definitions and conceptual role of attitudes, opinions, know

ledge, and deliberation will be presented in Chapter II. As iiiportant

as these factors, however, are the environmental factors which interact

with these conceptual beliefs and determine credit action. The seven

environmental characteristics listed above are deemed of sufficient im

portance in their influence on the conceptual beliefs and on credit

action directly to merit investigation.

Age would appear to be of inportance, because older farmers have

had longer and more varied e3q)erience than yoTinger fanners, and one would

expect them to have evolved somewhat different attitudes toward credit

use than younger farmers. Also, as fanners grow older the goal of

retirement replaces the goal of farm expansion, and older farmers probably

do not have as much interest or desire to borrow.
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The benefits of education should not only furnish an increased

awareness of the productiveness and usefulness of credit but should also

train mental abilities toward making better and more deliberative decisions.

Education should affect farmers' knowledge, attitudes, and deliberation

about credit.

Farmers operating farms under different tenure statuses should vary

in their need and use of credit as well as in the volume of credit avail

able to them. Also, because of the environmental characteristics of any

tenure situation, the tenure status of farmers should be closely asso

ciated with credit knowledge and attitudes.

A similar situation would exist irith the size of farai. The operators

of large farms have more expanded credit opportunities and more credit

available to them than do the operators of small farms. On the other

hand, those farmers on small farms may have proportionately greater

financial pressTires both in the family and on the farm.

Farmers on different types of farms may have different credit needs

and use different amounts of it. Farms which are predominately crop

enterprises will have greater seasonal peaks in farm expenses and income.

They may have a larger need for credit to meet these seasonal peaks.

There exists in Tennessee significant cultural, topographical,

and agricultural differences between the three major areas of the statej

East, »a.ddle, and West. It is thought that there not only exists dif

ferences in credit needs and use between the areas but also differences

in attitudes, knowledge, and deliberation about credit. East Tennesseans,

it is believed, are of more conservative stock, have less positive

attitudes toward credit, and use less of it.
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There are a considerable number of part-time fanners in an areas

of the state, especiaUy in counties suijacenb to metropolitan areas.

This factor is considered iitportant because of the possible lack of in

terest of small part-time farmers in farm credit or in the expansion of

their farm businesses thro\igh credit.

Hypothesis II

The areas of attitudes which are most influential in fanner de

cisions regarding whether to borrow or not to borrow aret

(1) Credit social stigmas
(2) Attitudes toward change
(3) Conceptions of risk

Large scale commercial fanning utilizing large amounts of both

short and long-term credit is a relatively new phenomenon in American

agriculture, particularly in certain sections of the South. Previous to

this era of commercial farming, many attitudes developed which restricted

both credit knowledge and credit use. These attitudes developed as a

result of credit abuses, inadequate controls on the credit market, and

ignorance regarding the use and productivity of credit.

There may be many attitudesi, still common among farmers and non-

farmers alike, which prohibit the fullest use of credit as a productive

tool. Perhaps there remains some social stigma attached to credit.

Some Tennessee farmers, it is believed, associate indebtedness with poor

management and a lack of thrift. Such a stigma m^ not only stop many

farmers from making the fullest use of their available credit, but also

could deter mary from talking with neighbors and credit people so as to
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become better informed about credit. Credit is often considered secretive

and personal and outside of the general business affairs of the farm.

Farmer conservatism also seems to play a role in loan decision

making. Many farmers find it difficult to break away from traditional

ideas and practices. A significant number of these traditional ideas

and practices are neither practical or applicable to the present loan

market. A misuse of credit can conceivably result in disaster and loss

of farm through banknqjtcy. As traditional ideas and practices are

usually considered safer than new ideas and practices, farmers may tend

to be extremely conseiTvative in the adoption of new credit practices and

in their actions in the loan market.

It appears that farmers evaluate the risk factor out of proportion

to its in5)ortance. The intelligent use of credit does not necessarily

increase the risk of fanning. In those isolated instances where a farmer

' does suffer bankruptcy and the loss of his farm, the incident becomes

widely known not because such banknjptcy is the rule, but because it is

the exception. Many such cases are undoubtedly a result of poor farming

practices outside as well as within the field of credit management.

Hypothesis III

Fanners have little knowledge and/or do little deliberation about
the:

(1) Range of credit sources available to them
(2) Practices, policies, and types of credit offered by the

various sovirces

Mary soTirces are relatively new and their practices, policies, and

types of credit offered change frequently. Also, many of the loan sources
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with the lower interest rates do little advertising, while those lenders

who have the least attractive product to offer do considerable advertising.

It is believed that margr farmers have too little information on their

credit alternatives to make an intelligent credit source selection.

Some farmers have the necessary information available to them but

do not appear to use it. It is believed that most decisions of loan

source selection are non-deliberative and habitual in nature. Habitual

decisions are probably the result of a deliberative decision sometime in

the past and a continuation of the practice. Also, negative attitudes

resvlt in little search for information on loan sources, and if and when

a loan is ever desired, there is little knowledge of the available al

ternatives. Those farmers who conceive of credit as an emergency stop

gap rather than as a productive tool probab!ly have little knowledge of

credit sources. In such cases sho\ild an emergency arise, an irrational

and uninformed credit source selection is likely to be made.

Only when a farner has knowledge of a range of farm credit sotirces

and the practices, policies, and "^^es of credit offered by each, can he

make the best possible loan for his purposes. Not to recognize these

factors may subject bim to exorbitant interest rates, the non-use of the

safer and more reliable sources, and the non-use of the more economical

and purposeful credit types and terms.

Hypothesis IV

Farmers have little general knowledge about the:

(1) Varying purposes for which credit may be obtained
(2) Economic and productive aspects of credit
(3) Credit terms: Calculation of interest rates, collateral

requirements, repayment plans, etc.
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In past generations little credit was used on the farm and credit

knowledge was neither needed or learned. Farm capital needs were not

great and many of the present farm credit agencies were not in existence.

Similar to the situation with attitudes^ much of the knowledge of credit

and other economic phenomena which was applicable to an earlier era is

not a realistic formulation of the agricultural econouy of today.

The farm loan market is not a static structure. If farmers keep

informed of its changes, if they luiderstand the overall puipose of
i

credit and the purposes for which it may be obtained, if they recognize

the great diversity of credit ̂ encies which are available to them, if

they understand the calculation of interest rates and service charges,

if they realize the variation in cost of credit between institutions

and coitprehend collateral and repayment reqmrements and other loan

terms, then and only then is it possible for farmers to make intelligent

credit decisions. Not to recognize these factors may result in sacri

ficed farm expansion and income, the Tise of wrong types of credit for

one's purposes, the effects of gullibility to overly persuasive and

unethical lenders, and excessive risk through uninformed credit decisions.

Economic opportunities and potentials exist for farmers only as

farmers have knowledge of their existence. In addition to this, im

perfect knowledge also decreases the elasticity of the credit demand

curve for each firm, resulting in a more highly monopolistic market for

lenders. Thus, it is to a farmer's advantage not only to have a sound

knowledge of his credit opportunities, but for his neighbors to have this
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same knowledge/ for widespread knowledge creates bargaining power for the

purchaser, as it forces competition upon the seller*

Hypothesis V

The main factors which farmers value and consider in the selection

of a credit source are:

(1) Interest rate
(2) Amounts offered in relation to collateral ("external

capital rationing")
(3) Repayment period
(U) "Red tape"
(5) Lender stpervision
(6) Flexibility of terms
(7) Personal relationships
(8) Convenience of location

Fanners, it is believed, are not utilizing their most economical

credit cilternatives, possibly because many patronize credit sources for

non-economic reasons even when knowledge of the price and tenns is present.

When farmers make somewhat regular purchases of a certain type of product,

they often do not buy on a basis of price or on an evaluation of the other

terms of the transaction. They may often trade with the merchants with

whom they are acquainted and most friendly.

This m^ be especially true when it is small businesses with vdiich

they are dealing. In the farm credit market,non-economic considerations

are inportant because of the mutual trust involved in any credit trans

action. Where friendship is the reason for patronizing a particular

credit source, a buyer may not recognize price differences and would

think a 2 or 3 per cent lower interest rate negligible if he did. Farmers

could easily be overly trustful of their lenders and make no inquiiy

into the loan terms.
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A farmer may be resistant to changing his credit source for this

reason, and also because he may dislike discussing his "personal" credit

affairs with strangers. There may be many attitudes, common among farmers

and nonfairoers alike, which prohibit the selection of the best credit

sources for their purposes. Non-economic values may be of prime inpor-

tance in the selection of credit sources.

Objectives of the Study

The seriousness of the problems and the validity of the relation

ships as posed above are still largely a matter of conjecture. Present

statistics deal largely with types and amoimts of credit used and the

productivity of capital in vaidous uses, and not with the reasons for

the extent and pattern of use. This study will provide evidence regarding

how, in vdiat manner, and to what extent farmers* attitudes, knowledge,

and deliberation influence their use of credit. The scope of the study

excludes any analysis of fanners' credit requirements or the profit

ability of credit in alternative uses.

Identification of strategic factors affecting credit management

by farmers may enable lenders to gear their lending programs better to

the demands and attitudes of farmers. A basis for evaluating the need

for education in the use of credit and for identifying weaknesses in

existing education^ programs dealing with credit should also be provided

^ this study.. Farmsrs should be further benefited by having available

infomatlon with which to analyze intelligently their own credit practices.
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In summary, the hypotheses above can be restated in terms of the

objectives and scope of the study. With the universe the farmers in

Tennessee, the objectives are:

(1) To determine the con^jarative influences of credit attitudes,
knowledge, deliberation, and their associated environmental characteris
tics on credit action.

(2) To determine the specific attitudes which are most influential
in farmer credit decisions.

(3) To deteimine the extent to which farmers make deliberative
decisions and have knowledge about the range of sources available to
them and the practices, policies, and types of credit offered by these
sources.

(li) To determine the extent to which farmers have knowledge of
the ptuposes of credit, the economic and productive aspects of credit,
and the meaning of the varying types of credit terms offered.

To determine the factors which faimers value and consider

in their selection of a credit source.

The Importance of Credit in the Farm Economy

To the borrower of money a loan is debt, to the lender it is credit,

Our moral standards put a premium on savings and a stigma on debt. This

is done even though debt plays an economic role so important that our

economic system is sometimes called a "credit economy".

Credit plays many roles in the economy. Through checking opera

tions, charge accounts, and loans it vastly reduces the amount of paper

and coined money which is needed to cariy on the business of the country.

Even currency itself is credit as it is a promise to pay by the Federal

Reserve Bank or the United States Treasury. Debt is not parasitic to the
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econony nor is it singly a case of people "living over their means".

Ninety per cent (by value) of all business in the American econony is

carried on by credit.^
As the national product of a country rises it results in increased

welfare and/or increased wealth. Algebraically;

National Product = Consultation plus Savings (or Investment)

Decreasing either consunption or investment, however, does not neces

sarily cause an increase in the other. It may result in a lower national

product through the creation of uneuployment.

Thus, the paradox of thrift is formed. The good aspect of savings

and thrift is that it is an accumulation of wealth and the capacity for

future consunption. The bad aspect is that thrift is not spent for con-

sunption, does not contribute to immediate welfare, and may create idle

ness and unenployment of resources.

In order to be productive, however, savings must be transfeired

to the investment (or consuijption) sectors of the economy. This is neces

sary to prevent the unenployment which can result from hoarded savings.

One method of this transference is credit, and if savings are to continue

to have a high moral value, they must be accoii5)anied by a hi^ly advanced

credit system. Through debt creation, a large part of the capital in

uiproductive sources can move into productive uses. By the use of pro

duction credit savings can be channeled to investment, and by consumption

^Ralph H. Blodgett, Principles of Economics (3rd ed.j New York:
RLnehart and Compaiy, Inc., 1951), P« ll91«
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credit channeled to constmption. Both resxilt in an increased national

product.

Consunption credit enables people to space their consunption

thro\i^ time. It enables a person to pattern his consunption to meet

his consunption needs. He is able through credit to make those large

purchases at the time when he needs them and before the time he could

otherwise pay for them. The pattern of income through a person's life

span rarely follows the pattern of his consuirption needs.

Thus, if the use or non-use of consimption credit was purely a

problem of economic values, the decision would be made by the answeidng

of the following question: Is the additional time for which a person

has the use of the item to be purchased worth the associated interest

charges and the risk of uipredictable future income, assuming expected

future income ia sufficient to pay for the item? However, there are

non-economic values involved. Concepts of ownership, independence, and

security seem to be especially inpoitant in credit-use decisions.

Productive processes are also facilitated by credit. As productive

processes require both capital and time, credit is a major source of

production financing. Farming, as well as many other types of business,

has high seasonal requirements of capital. Through short-tenn credit

entrepreneurs are able to procure sufficient capital to meet these

seasonal peaks at minimum cost.

Through hi^ off-farm migration, the capital organization of

agriculture is constantly disrupted, and many farm operators are left
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with insTifficient capital to efficiently operate their farms. If a

fanner's capital received from inheritance, savings, and possibly rental

is not adequate to support an efficient operation, credit is his only

other source of capital. Thus, credit can allow maiy to operate who could

not operate otherwise and for others can furnish the capital which is

essential for rapid escpansion and progress. The deciding question for

the use or non-use of production credit should be: Will the returns on

the credit investinent be sufficient to both pay the interest charges and

allow a sufficient profit margin to account for the risk factor?

For a farmer or other businessman not to recognize the functions

of credit means not taking advantage of the income opportunities it

creates and is, in most cases, a failure to carry on his busiress in the

most advantageous manner. When a farmer does not use credit at the point

where marginal credit cost equals marginal revenue received, he does not

operate at the point of maxiimim profit. By greater or lesser borrowing,

profits could be increased.

It should be mentioned, however, that to utilize credit past this

point is to commit a managerial sin as great as if credit is used in

amounts not to reach this point. And because of variable prices, urpre-

dictable weather, and practically unlimited merchant installment credit,

it is relatively easy for the unwary or uninformed farmer to borrow

past the point of maximum profit and toward the point of bankruptcy.
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Procedures and Sources of Data

Few studies have been done in the field of the psychology of

farmers' credit actions. Those that have been done were limited to the

small portion of the problem involving preferences of specific loan sources

and practices.

In order to procure data which would verily the l^otheses listed

above, it was decided to conduct a survey of Tennessee farmers. This

involved the selection of a sanple of farmers to be interviewed and

the construction of a questionnaire which would get at the desired in

formation.

The Saaple

2
The sanpling universe was the ninety-one rural counties in Tennessee.

The census definition of a farm was used in order to furnish a basis for

3
a proportional sar^jling procedure.

^The four urban counties of Shelby (Menphis), Davidson (Nashville),
Hamilton (Chattanooga), and Knox (Knoxville), were excluded from the study.
These counties are composed mostly of part-time farmers to whom this study
was not primarily directed and whose urban influence, if included in the
study, wovild greatly increase the variance of the universe and decrease
the sampling precision in the more iitportant rural co\mties.

■^"A Farm. - For the 19Sh Census of Agriculture, places of 3 or more
acres were counted as farms if the annual value of agricultural products,
exclusive of home-garden products, amounted to $l50 or more. The agri
cultural products could have been either for home use or for sale. Places
of less than 3 acres were counted as farms only if the annual value of
sales of agricultural products amounted to $l50 or more. Places for which
the value of agricultural products for 19^ was less than these minima
because of crop failure or other unusual conditions, and places operated
at the time of the Census for the first time were coimted as farms if
normally they cotild be esqjected to produce these minimum quantities of
agricultural products." U. S. Bureau of Census, ISBh Census of Agricul
ture, Vol. 3-pt. 8 (Washington: Government Printing Office, 1956)j P* VII.
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The ssurple was stratified by means of cross-classifjd-ng the counties

on a chart by:

(1) Average total sales per farm

(2) Per cent of total sales from crops

(3) Location in East, Middle, or West Tennessee

The counties were then delineated into twelve somewhat homogeneous areas,

and one county was randomly selected from each of the twelve areas through

the use of a table of random numbers. The sampling areas and sanpling

counties are shown in Plate 1, Statistical tests were used to determine

ttri n-i Tmiin precision at various saitple sizes, and a sanple size of 500 was

decided upon.

Three strata covering the number of harvested acres per farm were

then set up, and from 19^ census data the numbers of farms by counties

were confuted and added to make the saii^jle proportional to the universe.^
By this stratified random sampling procedure the saitple and the universe

were then proportional in:

(1) Acreage strata within the areas

(2) Area strata within East, Middle, and West Tennessee

(3) East, Middle and West Tennessee regions within the state

This procedure allowed census checks on the final results by the sinple

multiplication of a constant.^ Within the counties, farmers were selected

^lle three acreage strata within the counties were based on the
number of harvested acres in the preceding crop year: Small, 0-9 acres;
medium, 10-U9 acres; large, 50 acres or more.

^In this sample design, 380.2.
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interviewing every fanner in randomly selected square mile blocks

until the quota of farms for each of the acreage strata in the county

was filled.

Construction of the Knowledge Scale

A measure was desired which would s^jpraise farmers' knowledge of

credit source alternatives, and a scale, based on rationale typically used

in the construction of intelligence scales, was constructed.^
A questionnaire consisting of sixty-eight questions on the loca

tion, interest rates, terms, and other loan criteria of the major credit

sources was tested through personal interview with forty-nine farmers in

East, Middle, and West Tennessee. Sixty-eight biserial correlations were

then constructed between the total scores farmers made on the sixty-eight

question test and the correctness (yes or no) of their answers to each

question. This was done in order to determine the strength each question

had in the placing of farmers on a scale.

The cpiestions with the highest coefficients of correlation with

the total were then selected to be used in a twenty point scale. In cases

where the coefficients of correlation were roughly equal, the question

was chosen which by observation seemed independently the most functional.

It was believed that this method of selecting questions for a necessarily

short scale could give the scale strength and discrimination it could

never have without such field testing and statistical support.

i- ^Allen
and Education

L. Edwards, Statistical Analysis for Students ̂  Psycholop
(New York: Rinehart and Coii5)any, Inc., 19h^)) PP« 112-116.
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Construction of the Questionnaire

To determine the ̂ ecific problem areas within the overall problem

of attitudes about credit, informal interviews were made with farmers,

bankers, credit agents, and merchants. Questionnaires were then con

structed and revised while intermittently being tested on fifty farmers

in East and West Tennessee. The testing was done mainly to determine the

pertinence of the subject matter to the problem, the form of questions

used, and the wording of the questions. Three questionnaires were con

structed to be used in the final survey. A main set of questions was to

be asked to an farmers. A second questionnaire was to be asked for

every loan a farmer had outstanding at the time of interview. A third

questionnaire was to be asked for every loan a farmer had repaid within

the preceding three-year period.

Collection of Data

The data was collected ty personal interview with 500 farmers be

tween August, 19^ and March, 1957. Eighty per cent of the interviewing

was done by the writer and 20 per cent ly another full-time interviewer

who was familiar with the technique and poirpose of the study and who aided

in the construction and testing of the questionnaire.

Analysis of Data

The esqjlanatory answers to the open ended questions on the ques

tionnaire were lifted and categories were constructed. These categories

were made as inutually exclusive as was possible. In order to reduce the

bias in classif^ng each answer into one of the established categories.
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every answer was independently classified by two people, and in those

instances where disagreement arose, a third person made the deciding

classification. The three persons involved were all fanaliar with the

study.

In the analyses of the data and construction of tables, IBM cal

culating machines were used. The questionnaires were coded and the

information coded was punched into IBM cards. All analyses and tables

presented in this paper were derived from IBM procedures.

* i ^ . r- - V- i • — - {
1 -



CHAPTER II

CONCEPTUAL FRAMEWORK AND DEFINITION OF TERMS

i' .
Introduction

If the actions of fanners in the credit market are to be under

stood, it is necessary to understand the conceptual functions of the

beliefs which determine those actions. In this chapter a conceptual

framework of the decision making process will be proposed and the terms

uSed therein wiH be defined.

The first section of this chapter is directed at the meaning and

definition of attitudes and opinions. The second section surveys the

existing definitions and theories of knowledge and proposes one for use

in this paper. The third section explains the functions and roles of

these concepts in the decision making process. The fimctional indices

and scales used to measure these concepts will be presented in the foxirth

section.

Definitions of Beliefs, Attitudes, Values, and Opinions

The earliest work on attitudes was done by Sigmund Freud tdio con

cluded that attitudes were the result of "inner motivational dynamics"

and the "upheavals and vicissitudes of the in^julsive life," He conceived

.ii j.!. ■-.'j c
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of attitudes as springing from inner frustrations and not from external

environmental problems.^

Present day psychologists reject this and believe attitudes come

from the environment and are molded and adjusted in the personality,

Krech and Crutchfield define an attitude as "an enduring organization of

motivational, emotional, perceptual, and cognitive processes with some

aspect of the individual's world". Attitude foniiation and maintenance are

2
a mere extension of motivation, emotion, perception, and cognition.

Smith, Bruner, and White make a similar definition of an attitude.

They conceive of an attitude as:

A predisposition to experience a class of objects in certain
ways with characteristic affectj to be motivated by this class
of objects in certain waysj and to act with respect to these
objects in a characteristic fashion. In brief, an attitude is
a predisposition to experience, to be motivated by, and to act
toward, a class of objects in a predictable manner.

Attitude, opinion, sentiment—all of these terms refer to
the kind of predisposition we have in mind. The permanence of
such a predisposition is less a problem of definition than of
measurement , . , we do not think the time is right to be
theoretically solemn about the definition of an attitude.
Definitions are matters of convenience, and they gain high
status only in the advanced stages of a science. In time,
greater precision will come. In the meantime we think that
little is served about quarreling about definition in the
abstract,3

^M. Brewster Smith, Jerome S. Bruner, Robert S, White, Opi^ons
and Personality (New York: John Wiley and Sons, Inc., 19$6), p, k2»

^David Krech and Richard S, Crutchfield, Theory and Problems of
Social Psychology (New York: McGraw-Hill Book Co,, 19U8), p, 1^2,

^Sraith, Bruner, and White, op, cit,, p. 33.
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The definitions to be proposed below agree with the definitions

of Krech and Crutchfield and Smith; Bruner, and White, Attitudes and

opinions are formed by the joint interaction of a person with his en

vironment. However, in the definition to be proposed an attenpt will be

made to distinguish between attitudes and opinions and to better delineate

the effects of attitudes and opinions \3pon action.

A belief is defined in this paper as a conceptual recognition of

experience or formulation of fact. It is through beliefs that a person

records his experience as he conceives it, which is not necessarily as

it actually happened.

Attitudes and opinions are both beliefs. However, they are dif

ferent from each other in that an attitude involves an evaluation and is

a predisposition for action. An opinion is a non-evaluating belief and

is neutral in its orientation toward action by the holder.

An opinion can form and rate a relationship for its validity, but

only an attitude can evaluate iitportance and relevance to a problem. An

attitude evaluates personal desirability or favorableness. An opinion

merely reflects the dependability of the relationships and in no sense

evaluates the relationship as being good or bad. The orientation of this

evaluative aspect of attitudes as either favorable or unfavorable is

called the object value characteristic of the attitude.

These conceptions are interconnected and interdependent. Attitudes

through their determination of deliberation and action select those ex-

peiriences to be conceptualized in opinion and belief. Opinions serve as

the base for attitudes and are evaluated by attitudes.
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Attitudes not only evaluate and cause the formation of opinions,

but they also rank subsequent attitudes and opinions. As this process

continues and builds on itself and an attitude becomes hi^ly organized

and interconnected with other beliefs, this attitude becomes a value,

A value is a highly organized, strong, and durable attitude with

great influence on conduct and action. Thus, differences between atti

tudes and values are differences of degree. They aire on the same continuum.

Definition of Knowledge

A belief was defined as a "conceptxial recognition of eaqserience

or formulation of fact". In other words a belief is a conceptual recog

nition and formulation of "knowledge".

But what is knowledge? And how does one know when a belief actually

is knowledge?

There is not space in this paper to extensively survey the theories

of knowledge which have been advanced as answers to these questions.

Nor is there space to extensively justify the definitions which will be

used in this psper. However, a brief survey and discussion of the exist

ing theories is necessary and in order if the conceptual framework of

this paper is to have a purposive function in explaining the decision

making process as ̂ plied to credit problems.

An acceptable theory of knowledge has been of concern to philoso

phers from time immemorial. Many theories have been advanced and dis

carded, and today wide aMsms still exist between philosophers on the

meaning of "knowledge".
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The difficulties in propounding a definition of knowledge lie in

the difficully of finding a starting point on which to base such a

definition, for an adequate definition of knowledge would itself be

knowledge and subject to its own definition. To this degree circularity

exists in all existing definitions of knowledge.

Bertrand Russell points up another problem of knowledge definition

of concern to many modem philosophers.

.. . Knowledge is a vague concept for two reasons. First,
because the meaning of a word is always more or less vague
except in logic and pure mathematicsj and second because all
that we count as knowledge is in a greater or lesser degree
xmcertain and there is no way of deciding how much uncertainty
makes a belief unwortly to be called "knowledge," any more
than how much loss of hair makes a man bald.^

The earliest theories of knowledge rejected this uncertainty and

evolved around an absolute truth, the truth being grounded in some in

disputable metaphysical context. Such theories have been durable and

adaptations of them still exist today, the one most commonly accepted

being the dogma of divine revelation.

The Greek philosophers, the rationalists, propounded theories of

knowledge based purely on the mental gymnastics of logic and inference.

Empirical and even perceptual informational support was discarded as being

too undignified for use in an intellectual pursuit of knowledge. The

rationalists did not believe that knowledge covild be found from observation

bertrand Russell, Hmsin Knowledge: Its Scope and Limits (New
Torkt Simon and Schuster, Inc., 19U8), p. 98.
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or in experience. They conceived truth and knowledge as evolving purely

from mental processes of rationalization. The Greek philosophy was a

durable one and variations of it exist today. Rationalism, the theory

that the criterion of truth is intellectual rather than sensory, was pro

pounded again in the seventeenth century ly Descartes, Leibnez, anri

Spinoza.

But in the early eighteenth centtuy two theories arose in opposi

tion. The first was enpiricism which was proposed in variations by

Locke, Berkeley, and Hume. The enpiri.cists believe that all knowledge

was derived from perceptual experience and observation. Evolving from

enpirLcism came positivism (or "scientific enpiricism"). Positivism is

the theory that "knowledge describes phenomena and ii»taphysics is largely

meaningless".^ It differs from empiricism in that it applies scholasticism
to experience, and thus, is not as anti-metaphysical as enpiricism. Locke

and Berkely had abolished all metaphysical or rational concepts and re

stricted knowledge to "the field of pure science as presented in sensation

6
and elaborated by reflection"

The first major objections to the empiricists and the positivists

came from Kant and Hegel. They objected to the pxirely descriptive

functions of empiricism and positivism and attempted to apply to them an

^Hector Hawton, PMlosophy for Pleasure (New York: Fawcett
Publications, Inc., 1956), p. iSu.

^Guido De Ruggiero, "Positivism", Encyclopedia of the Social
Sciences (New York: The MacMLUan Company, 1933^ 12:206.

) .s
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explanatory character, When they did so, however, they turned further

toward metaphysics.

Hegel evolved the coherency theory of knowledge. The coherency

theory s^s that all knowledge consists of one group of mutually coherent

beliefs and that this coherent groip of beliefs evolve to an "absolute

idea". If a group of beliefs are not mutually consistent, then one or

more of them must be wrong,

Hegel's theory includes no means of determining which belief is

wrong. Coherence alone seems little evidence of truth for all the

beliefs might be wrong and still be coherent. Also, he does not state

how many beliefs on a particular subject are necessary before they become

proven by their mutual coherency.

Coherence has some value as a characteristic in that one belief

may be inferable from another and thereby achieve more certainty than if

it existed alone. But to accept this, one must also believe that all

knowledge is to some degree tentative and uncertain, which Hegel did not.

Hegel, like most other philosophers, applied his coherency theory

to the political, economic, and social state in which he lived. Co

herency, he said, is achieved by reconciling unityj that is, contradic

tions of thesis and antithesis are resolved in synthesis. The present

reality and the envisioned idea would synthesize and come together in

something higher. This hi^er stage would again divide by productive

contradiction and unif^ at a still higher level of organization, com

plexity, and unity. This was Hegel's dialectic, a "progression from
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unity through diversity to diversity-in-unity".^ This process, Hegel

said, would result in an absolute xdiere an opposites are resolved into

unity, and the sum of all things is the "absolute idea". This absolute,

he said, realized itself in the political state of Pirussia,

The followers of Hegel split at this point. The "right-wing

Hegelians" interpreted Hegel as saying what he did say, that the absolute

had realized itself in this rise of the Prussian state. By assviming that

the dialectical series had reached its final term, Hegelianism was justi

fication for conservatism and preservation of the status quo.

The "left-wing Hegelians", althou^ putting a premium on the

dialectic process, rejected or ignored the absolute. The process, they

said, was not yet conplete. From this evolved the philosophy of dialec

tical materialsm. It was first sketched by Marx and Engels and developed

further by Lenin and his successors.

The political doctrines of dialectical materialism often obscure

its more philosophical aspects. It retains Hegel's concept of mutual

coherency and interdependence as a source of knowledge. Marx believed

that the process functioned entirely from economic motives. However,

Engels at least recognized that all the aspects and relationships are

not knovm and that the pictxire must to some extent remain inconplete.

He rejected "absolute knowledge", substitutii^ the belief that all know

ledge is transitory.

... this dialectical philosophy dissolves all conceptions
of final absolute truth, and of a final absolute state of
humanity corresponding to it. For nothing is final, absolute.

Ibid., p. 296.
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sacred. It reveals the transitory character of everything and
in everything , . .

Recognizing this difficulty of absolute proof through coherency,

Nikolai Lenin believed that the proof of things lay in actual practice.

.. , study and reflection direct the thoughts to questions
of identity and difference .... All these 'moments' or steps
of knowledge are directed from the subject to the object, verify
themselves by practice, and proceed through this verification
of tCTlth.°

Lenin here is adopting some of the doctrine of pragmatism which

was arising at this time. But by admitting the necessity of verification

by practice he seems to refute the validity of the dialectic. Lenin

admits that the verification of truth lies in practice but still claims

the dialectic as the source of truth. He states; "The aggregate of all

the aspects of a phenomenon, their actuality, and their mutual dependence—

that is the source of truth.

Lenin did not explain how, if practice is the verification of

truth, the dialectic can be the source of truth when the dialectic at

the hi^er level of verification and treth irplies thesis, antithesis,

and contradiction. How does a practice verify itself when a contradiction

is its ultimate consequence?

The thesis that the truth of a proposition lay in its practical

consequences was originally formulated by Charles Pierce in 1878.

^Hector Hawton, o£. cit., p. 120, quotation by Friedrick Engels.

9loc. cit., quotation by Nikolai Lenin.

^^oc, cit.
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The conception of any object, he [Pierce] showed, can con
sist of nothing else than its anticipated consequences. These
are necessarily sensory, and guide conduct by determining our
future attitudes and action. Conceptions are systems of ex
pectation and plans of action which arise out of sensory ex
perience and lead back into it and cannot pass beyond it.^

This philosophy was further developed by William James who gave

it the name "pragmatism". Horace M. Kallen said of James:

He viewed life and mind as streams of effort, of constant
choosing between alternatives, of constant struggle to make the
choice good by its consequences. As the consequences fall out,
he observed, so are things judged .... Such judgments are
retrospective, not prospective, and they app]y as well to all
the establishments of civilization as to events in a biogr^hQr.
Law, religion, government, art, science or what you will receive
meaning and value not from what they are but from what they
acconplish.12

John Dewey brou^t in to use the tern "instrumentalism" as a syno-

for pragmatism. He extended James' philosophy to "the analysis and

interpretation of social institutions and to the redefinition and re-

13direction of education". Dewey was also influenced to a greater extent

than was James by the Hegelians and the positivists. He laid greater

emphasis on oinity and in the continuing process of experimentation, com

munication, and participation. Dewey was not as radically enpirical as

was James who believed that "the relations of things are as real as the

things themselves To Dewey the central thought was the conflict in

experience which presented a problem and required integration and tinifi-

cation.

^%orace M. Kallen, "Pragmatism", Encyclopedia of Social Sciences
(New York: The MacMillan Conpany, 1933)> 12:309.

^^Loc. cit.

^^oc. cit.

^Ibid., p. 310.
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Dewey also stressed the idea that in those instances where actual

experimentation was iupractical, the experimentation could be done through

deliberative processes. He conceived of deliberation as the antithesis

of tradition and radical enpiricism and a substitute for random experi

mentation. He added to pragmatism the characteristic of predictability.

Through deliberation one predicted the outcomes of the various conpeting

lines of action.

Deliberation is a dramatic rehearsal (in imagination) of vari
ous coBpeting lines of action .... Deliberation is an experi
ment in finding out what the various lines of possible action
are really like. It is an experiment in making various combina
tions of selected elements of habits and inpulses, to see what
the resultant action would be like if it were entered ipon. But
the trial is in imagination, not in overt fact. The experiment
is carried on by tentative rehearsals in thought which do not
affect physical facts outside the body. Thought runs ahead and
foresees outcomes, and thereby avoids having to wait the in
struction of actual failure and disaster. An act overtly tried
out is irrevocable, its consequences cannot be blotted out. An
act tried o^t in imagination is not final or fatal. It is re-
trievable.-

The pragmatism of Pierce, James, and Dewey does not recognize ab

solute truth. "Pragmatism dissolves dogmas into beliefs, eternities and

necessities into change and chance, conclusions and finalities into

processes. It does not recognize a priori "facts" or "self evidence"

throu^ sinple perception. To the pragmatist an knowledge is tentative.

l^John Dewey, Intenigence ̂  Modem Vforld (New fork: Modern
Library, 1939), P» 3Ul.

^Op. cit., Kallen, 12;3n.
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This aspect of pragmatism is widely disputed, Anti-pragmatists

say that the phenomena which one perceives with one's senses are here,

are facts, and are knowledge. They believe, like Descartes, that there

is "self-evidence". The difficulty of this argument lies in its definition

of "self-evidence". If it is to be of value it must include conceptual

evidence (e, g,, the existence of a place one has never seen). The level

at which a phenoniemn becomes "self-evident" appears to be a matter of

degree, A loud noise may be seJjC-evident, a faint one may not. Also,

sense perceptions may appear to be self-evident but their meanings may

not.

^ rejecting conceptual evidence and rationalization, knowledge

proved by self-evidence can furnish unwanted results when translated into

action. Two 6 per cent interest rates may self-evidence appear the

same. However, if one of the rates should be figured ty conplicated pro-

cedixres not easily perceived, and the true interest rate is actually 12

per cent, only the final and spurious figure of 6 per cent is self-

evident, while its procedure, proof, and results when translated into

action are not.

The question might be asked: Of what value is knowledge which

does not promote desirable ends? By pragmatic thinking, pi^moting

desirable results is the only purpose of knowledge, and thus, the as

pect on which its definition should rest,

A critic of the pragmatic theory is Bertrand Russell who al

though agreeing with James and Dewey on many points is himself a "logical
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positivist". Russell says of the pragmatic theory:

With respect to the theory that we should substitute for
^knowledge' the concept 'beliefs that promote success,' it is
sufficient to point out that it derives idiatever plausibility
it may possess from being halfhearted. It assrunes that we can
know (in the old-fashioned sense) what beliefs promote success,
for if we cannot know this the theory is useless in practice,
whereas its purpose is to glorify practice at the expense of
theory. In practice, obviously, it is very often difficult
to know what beliefs promote success, even if we have an ade
quate definition of 'success'.^7

Russell charges that pragmatic theory is "halfhearted" and that

one cannot distinguish betx^een those beliefs that do or do not promote

success. Dewey's definition, however, includes beliefs that promote

success by deliberation as well as experimentation. They also must be

predictable. Although no one can be absolutely sure that a particular

group of beliefs will promote success they are, nevertheless (by

definition), the best a person has and form the only rational basis for

decision making.

Thus, theories of knowledge have been ntimerous and varied. Each

appeared in an era of philosophical thought to which it was adapted and

adapted from. It might be said that each theory furnished a basis for

the philosophical thought of its time. The metaphysical systems appealed

to the superstitious and allied themselves with the prevailing religious

dogmas; rationalism acconpanied the highly creative and esthetic culture

of the Greeks; enpiricism and positivism were the basis for the formula

tion of the scientific method and the rise of modem science in the

^7op. cit., Russell, p. 157-158.
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eighteenth centuryj Marxism and dialectical materialism appeared and

oriented itself in a period of great economic and political \xnrestj

pragmatism reflected a period of rapid progress, the practical applica

tion of science on a mass scale, and the increasing dignity and freedom

of individuals. Each philosophy had its source, each its purpose, and

each its impact on society. All were atteirpts to answer the questions:

What is knowledge? How does one know when he has knowledge?

With the above as backgroTind, the following definition is offered

for use in this paper.

Knowledge consists of those beliefs which have been verified by

experimentation or have been verified logically by perception and

deliberation and when used as a basis for action promote the desired and

predicted result.

The major characteidstic of knowledge under this definition is

that knowledge is always tentative. Different knowledge beliefs may be

less tentative and more certain than others, the test for certainty being

predictability. If the effects of a belief are highly predictable when

translated into action, a belief is very, but never absolutely, certain

knowledge. If the effects are mpredictable, this knowledge is (or

should be) veiy tentative. Similarly, when the results of a belief when

translated into action are highly desirable, this also is very certain

knowledge.

The definition above is tentative on three levels. (1) The

knowledge of society is tentative because beliefs that better predict and

promote success will come into being and be incorporated into the term
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knowledge, (2) The knowledge of an individual is tentative for through

study and investigation it can be increased, (3) As this definition is

in itself knowledge (at least to the writer), it is tentative and better

definitions will be made in the future. Its test is how adequately it

serves the anaHytical purposes for which definitions are made.

The Decision Making Process

The actions of a person to a situation are determined by his ex

perienced environment and inherited abilities, A person is born with the

mental abilities which were "given" to him. He is then placed in an

environment not of his own choosing. These two factors are the only in

fluences on his life, and determine his future actions, A person ob

viously cannot separate himself from his mental ability, nor can he from

his environment. Any decision to leave his environment must be made in

that environment, with an intellect molded by that environment and, there

fore, partially dependent on that environment. The means by which abilities

and e3q)erience interact is through attitudes and opinions, that is,

through the conceptual recognition of experience. Beliefs, coitposed of

attitudes and opinions, are the synthesis of mental abilities and

experience and are the means by which man experiences, conceptualizes,

evaluates, remembers, re-evaluates and then acts.

The specific action which is selected is determined by attitudes

interacting among themselves and evaluating and ranking themselves in a

new order through deliberative processes. This new order reveals itself
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in a judgment which is a direct result of the new attitude order and

ranking and which determines, motivates, and ignites the new conduct or

action.

This is always a new (or different) action. If it is not new,

the decision making process vlIL not take place. A judgment will con

tinue to motivate action in the same manner until a new stimulus forces

a person to re-evaluate his present attitudes and conduct. Mien a par

ticular judgment exists for a long period of time vd.thout change, the

Insulting action terids to become habitual.

Habit is the "tendency to respond in a specific way under a wide

18variety of stimulus conditions The longer a particular judgment

remains unchanged in a person, the associated beliefs on which it is

based and the judgment itself become increasingly stronger and less sub

ject to change by outside stimuli. In changing such habitual action,

considerable discomfort to the individual may be involved. Alsc^ habit

interference makes it difficult to form good judgments if poor judgments

on the subject have been made in the past.

Action is only changed when the attitudes oriented to this action

are changed. Habitual behavior is caused by beliefs being in adjustment

and equilibrium for a length of time. A change in behavior only comes

about when these beliefs are disrupted from their previous state of

equilibrium and mutual conpatability.

^^win R. Guthrie and Francis F. Powers, Educational Psychology
(New York: The Ronald Press Compary, 1950), p. 97.

' • ̂  
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Deliberative processes only occur when beliefs are out of adjust

ment. Deliberation is the means by which a person attenpts to bring his

attitudes and opinions into equilibrium and conpstability, Action occurs

when deliberation alone is \inable to resolve this conflict between beliefs,

and then a judgment, and hence, action is instituted to adjust the external

environment in a way that will bring the attitudes and opinions back into

balance.

Thus, deliberation is the mental process idiich enables beliefs to

form and interact. It is only when this process is inadequate to reor

ganize the beliefs in a manner consistent with no change in external

environment that a judgment is eventuated and action takes place.

To summarize: The decision making process is initiated by an

external change in environmentj this change is conceptualized in opinion

and evaluated in attitudej if these new beliefs conflict with existing

beliefs,then through deliberative processes an attenpt is made to recon

cile the conflict by reranking and re-evaluating beliefs; if unsuccessful,

a judgment is formed which will change the environment (and thus, the

opinions which conceptualize it); action is initiated; and (it is hoped)

the beliefs will again return to equilibrium and conpatability.

The process of decision making does not appear to be a purely

dialectic one. It operates from forces other than those which are purely

economic as described by Marx. It does not create conflict in and of

itself, but only hopes to resolve conflict as it originates from new or

novel stimuli. Also, it does not have airy "absolute idea" or end.

It does, however, depend on coherency and inference in the de

liberative process, and it is initiated by conflict. It is cumulative
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and coherent in the sense that as the pix)cess continues, greater knowledge

accumulates in it> and a person is better equipped to make decisions.

The decision making and action forming process posed above is

based on pragmatic concepts. Actions are initiated for definitive pur

poses. These purposes are to satisfy, that is, to resolve internal

conflict. Through intelligent action man is able to change his environ

ment, and thus, resolve this internal conflict.

Action based on knowledge will resolve this conflict, at least

to the greatest possible extent. Attitudes and opinions are knowledge

insofar as they meet the conditions of the definition of knowledge as

posed in this chapter. When action is based on beliefs which are not

knowledge, not only will this action not adjust environment in a manner

which will resolve the internal conflict of beliefs, but it may make it

worse.

The best available knowledge reflected in attitudes and opinions

will not always furnish the means to completely resolve conflict. Know

ledge does not furnish man complete control over his environment. When

knowledge of control is inadequate, and knowledge of the inadequacy

exists, no judgment is formed (no decision is yet taken) or the judgments

formed are tentative and cautious.

The value of knowledge is in its results when translated into

action. As this knowledge inheres in means as much as ends, no dis

tinction can be made between them. A judgment evaluates means and ends

together for it is necessary for the conceptual means to resolve con

flict as it is for the conceptual ends. Insofar as this pragmatic
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decision making process is concerned, means and ends are the same thing.

They are instituted in the same way and as concepts perform the same

functions.

It is not overt action which resolves conflict but the judgment

which initiates that action which resolves conflict. A judgment may be

for action sometime in the future. The conflict is resolved when the

judgment for action is made. It does not have to wait until the action

is eventuated.

Two people msy be manifesting the same behavior but have different

judgments which initiated their action. Describing the overt action of

people does not necessarily explain the attitudinal motivation or pur

poses for idiich their action was taken, nor does it furnish information

which can predict under what circvimstances similar action will again be

taken. It merely inplies that the overt action is the resvilt of a

judgment which was believed to resolve internal conflict. To predict

action, one must understand its motivation, that is, the judgments, ac-

conpanying beliefs, and conflicts amorxg those beliefs which cued that

action.

h

Summary of Definition Concepts

Belief: A conceptual recognition or foniiulation of fact.

Opinion: A belief which is non-evaluative and neutral in its

orientation towai^ action.

Attitude: A belief which is normative evaluative and is a predis

position for action.
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Value: . A highly organized, strong, and durable attitude with

strong influence on action.

Knowledge: Those beliefs which have been verified by experimentation

or have been verified logically by perception and delibera

tion and when used as a basis for action promote the

desired and predicted result.

Judgment: An immediate or resolved decision for action which is a

direct result of a re-evaluation and re-ranking of existing

beliefs.

Deliberation: The mental process which brings attitudes and opinions

into equilibrium and enables beliefs to form, interact,

and function in the control of environment.

The Analytical Indices and Scales

To measure the effects of these psychological concepts as well as

the concepts themselves, some form of scaling or indexing was required.

Deliberation and attitude, indices were evolved from interviewer ap

praisals at the conclusion of each interview. A knowledge of credit

sources scale was constructed from correlation data gathered through a

test survey.

The construction and meanings of these indices and scales will be

discussed in this section. An understanding of the form, reliability,

and purpose of these indices and procedures is a prerequisite for correct

interpretation of the correlation and regression results which follow.
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"General Attitude" Index 

At the conclusion of every interview, the interviewer made an 

appraisal of the farmers' "general attitude toward credit". Every farmer 

was classified in one of the following categories. 

h Strongly in favor of credit 

3 In favor of credit 

2 Undecided about credit 

1 Against credit 

0 Stror^ly against credit 

The scores, zero to four, were assigned to the scale in order to give it 

a numerical value. Similar to all cases where such values were arbi 

trarily assigned, the values on each class may under or overstate the 

comparative differences between classes. 

The above index has two dimensions, that of saliency and that of 

object value. The difference between being strongly in favor of credit 

and just being in favor of it is one of saliency or strength. The dif 

ference between beii^ in favor or being against credit is one of object 

value. However, there is some interrelationship between these two 

characteristics, as the more radical or reactionary the attitude, the 

more likely it is to have greater strength. 

This appraisal is not in actuality an attitude scale; it is an 

interviewer's opinion of the strengths and object values of the many 

attitudes expressed by the interviewee. 

Composited attitudes cannot be ranked and still preseirve their 

attitudinal characteristics. When more than one attitude is scaled at 
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a time, the interrelationships between object value and saliency tend 

to balance and offset each other. Thus, if two attitudes, one positive 

and one negative, are scaled together, their synthesis will tend toward 

neutrality or undecidedness. 

Although more than one attitude cannot be ranked on the same scale 

and still preserve its individual characteristics, the resulting com 

posited scale or index still preserves much of the functional identity of 

attitudes. The only characteristic of an attitude which is of real value 

is the conduct that attitude determines when translated into action. 

This aspect is preserved and even strengthened in a coit^josited index of 

attitudes. 

In actuality, a conposited index of attitudes on the same stibject 

is a scale of the total attitudinal orientation toward action. This is 

to say, a conposited index is a scale of the judgment for action vAiich 

would be expected from that attitudinal organization. 

In the decision making process, action is not the result of just 

one attitude but of many attitudes coitposited into a judgment. The ob 

ject values and strengths of many attitudes and opinions are negated 

and balanced in a manner corrparable to which the interviewer balanced 

and ranked them in making the index appraisal. 

In summary, the "General Attitude" Index is a scale of the inter 

viewer's appraisal of the strength and object value of the credit judgment. 

In essence, it is a prediction based on the beliefs expressed to the 

interviewer of future credit action. The interviewer ignored farmers' 

present actions and environment in his appraisal. 
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Deliberation Index 

The deliberation index is also a con^josited and interviewer ap 

praisal scale. In this scale, the interviewer attenpted to appraise how 

much thought and investigation each farmer gave to the various credit 

matters covered by the questionnaire. It was an attenpt to reflect how 

much of a farmer's credit behavior was deliberative rather than habitual. 

The coiposited score includes deliberation about many aspects of 

credit. Similar to the "general attitude" index, it is a measure of 

deliberation relative to action rather than to ary one of the many and 

various credit attitudes involved in the deliberative process. Thus, 

it can be considered as a measure of the deliberation involved in the 

"general attitude" or Judgment index. 

It was believed that another measure of deliberation would be the 

number of "I don't know" answers for which no further explanation (reason 

or qualification) was given on selected opinion and attitude questions 

in the survey. For each farmer the number of "I don't know" answers to 

fifteen selected attitude and opinion questions was counted,and a gross 

correlation was calculated between this total number of "I don't know" 

answers and the score on the deliberation index. The gross correlation 

coefficient was 68.7 and highly significant. 

Because of the extremely skewed distribution of the "I don't know" 

answers, and the close correlation between this measure and the deliber 

ation index of appraisal, it was decided to use the appraisal as the 

analytical measure of deliberation. As in the "general attitude" index, 

arbitrary scores of zero to four were assigned. 
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Score Class

U Very deliberative

3 Deliberative

2 Somewhat deliberative

1 Slightly deliberative

0 No deliberation

There were questions in the questionnaire directed specifically

to the amount of deliberative behavior. However, in all correlation

analyses the deliberation index will be used.

Knowledge Score

The construction of the knowledge scale was briefly discussed in

Chapter I, The scale was based on intercorrelation and designed to give

a relative measure of a farmer's knowledge of his credit source alternatives.

It is a twenty-one point scale based on the number of correct

answers out of twenty (no ri^t answers were scored zero). The questions

used in the scale are listed in Appendix A, Table I. Seven credit agencies

were mentioned in the scale. Six of them were covered with three ques

tions on each, and the seventh source (banks) was covered with two

questions.

Questions were originally constructed which seemed to have a maxi

mum amount of certainty. It was believed that these questions were

certain enou^ knowledge for the interviewer to rate the answers as "right"

or "wrong".

However, due to the difficulty of designing questions about those

sources (e. g., private individuals) which have no common loan policy and
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few universal characteristics, some questions were not as certain or de

pendable as others. The investigator recognized this defect, but because

of the scarcity of valid questions about these credit sources and because

in the statistical construction of the scale these questions did contri

bute to the strength of the scale, the investigator considered the small

distortion created as being negligible. It would not, hovrever, be

negligible in a more precise scale.

For the same reason, many of the questions were not very functional

as independent questions. This is irt5)ortant because of their lesser im

portance in influencing action. They were, however, correlated with the

total score and strei^hened the scale.

J-—. . -- -L ^ If'



CI-IAPTER III

THE MOUNTS FARMERS BORROW

Introduction

Fo\ir variables were considered central to this study. These were

knowledge score, deliberation index, attitude index, and amount borrowed.

It is these factors which can be changed, directly or indirectly, through

credit education. The other factors listed in Hypothesis I, Chapter I

either cannot be changed or their effects on credit action are subordinate

to some other economic or social purpose. The amount borrowed is con

sidered the dependent variable and indicative of credit action. The

effects of the other variables on credit action may be measured by their

effect on the amount borrowed.

The statistical analyses in this and the following chapter take

three major forms. These are correlation, regression, and analysis of

variance. An additional analysis in this chapter is the coitparison of

the above analyses by two different sair5)le sizes.

In the correlation and regression analyses certain measures were

used as indicative of others. It was also necessary to apply a numerative

characteristic to some of the measures. The method used to enumerate the

attitude and deliberation indices and the knowledge scale was explained

in Chapter II.



In order to give tenure a quantitative characteristic, it was

necessary to s^jply somewhat arbitrary numerical values to the three

tenure statures,^ The enumeration was as followss

Owner-operator 1

Renter 2

Sharecropper 3

A similar procedure was used for state area, assigning an arbi

trary numeral to each of the major state divisions. Middle Tennessee was

considered a grading area between West and East. For state area the

enumeration was as follows:

West Tennessee 1

Middle Tennessee 2

East Tennessee 3

These nunibers were more or less arbitrarily chosen and possible

resulting biases should be taken into account when interpreting the

correlation results. The numerical values may under or overstate the

actual conparative relationship.

It was believed that the most practical measure of size of farm

would be volume of gross sales, and that per cent of gross income from

tenants were defined as those farmers who rented more than three-
foiirths of the land which they operated. Sharecroppers were defined as
those farmers who furnished less than one-half of the non-real estate
capital on the farm. The direction of these enumerations should be
noted. In the correlation analyses, if sharecroppers have a hi^er
value, measured in the terms of the dependent variable, than owners, the
association will be positive. If owner-operators have the higher viLue,
the association wiU be negative.
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crops (as cortpared to livestock) wotild be the most functional quantita

tive measure of type of farm. As a measure of part versus full-time

fanning, the measure used was the per cent of net income which a farmer

received from off-farm sources. The actual figures were used for age^ and

the last grade of school con^jleted was used for education.

Table I lists the correlation and regression coefficients from

multivariate analysis on the amounts which fanners borrawedover a three-

year period from the total ̂ 0 sanple. The amount of association between

each independent variable and the dependent variable is listed and its

2
level of significance indicated.

Table II is the same analysis when restricted to the sajiple of

288 borrowers on3y. Conparisons between the tables should indicate

possible differences between variables in their influence on the decision

to borrow or not borrow versus the decision of how much to borrow.

The third major technique involved in this chapter is the analysis

of variance of the regression equation. It was believed that joint inter-

correlation existed between the independent variables which would cause

the coefficient to understate (or overstate) the actual relationship.

Joint inter correlation refers to the conibined indirect effect of two

variables over and above the direct effect of each independently. Vari

able X2 may have a direct effect on X]^ but it msy also affect X^ which

further affects Xj..

The t test was used in the testing of the partial coefficients.
The F test was used in testing the multiple coefficients. The significance
level listed is the proportionate chance that the item was not statisti
cally different from zero.
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These j'oint indirect effects are parceled out in Table III. The

Beta squares are conparable to the partial coefficients of determination

or the squares of the partial coefficients of correlation. The term

^^23pl2.m)Sl3.m^ indicates the amount of indirect association on Xi from
3

the I2 and X3 variables combined.

The total of all direct and indirect correlations are necessarily
2equal to the multiple coefficient of determination (Rx.m)*

Such correlation and regression analyses do not indicate causal

relationships, only associated relationships. The causal relationships

expressed here and in subsequent chapters are the investigator's judgments

of the causal chain and his interpretation of the data in its inter

relationships between the direct and indirect effects.

The Explained Variability

For the ̂ 00 farmer analysis the explained portion of the varia

bility in the amoxmts borrowed by the ten factors coining within the scope
2

of the study was Rx.m ° .336U9. When only those farmers who borrowed
2

were included in the analysis, = .373U5. The ten factors which ex

plained this variation will be discussed individually.

The discussion here will restrict itself to the analysis of all

farmers whether they borrowed or not. It assumes zero borrowing as

3
In the subscripture used in this paper, all factors to the right

of the decimal refer to those factors whose effects are eliminated or held
constant, m equals all other factors. For a discussion of joint relation
ships and analysis of variance of a regression equation see James G. Smith
and Acheson J. Duncan, Fundamentals of the Theory of Statistics (New York:
McGraw-Hill Book Coirpany, Inc., 19hi)-T7 PP* U22-I468.
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TABLE I

MOLTIVARIATE CORRELATION AND REGRESSION ANALYSIS OF THE AMDUNTS
FARI^RS BORROWED OVER A THREE-YEAR PERIOD

Dependent Variable: Amount Borrowed (X^)
Saiiple: 500 Farmers

Independent
variable

Gross

correlation

coefficient

Partial

coirelation

coefficient

Partial

regression
coefficient

Significance
of partials
at level

indicated

r ^l.m h-i _
±.m

X2 Attitude index .I1I7 .180 690.8 .005

^3 Deliberation index .388 .0li5 157.u .15

xu Knowledge score

OC
«

•

ro

227.6 .001

X5 Age -.116 -.121 - 27.0 .005

X6 Education .253 -.oU5 - h2.7 .15

X7 Sales .313 .201 13.3 .001

Xb Tenure status -.096 -.095 -m.2 .02

X9 Per cent crop
income .ooU .016 1.1 .35

XlO State area .172

CO
OC
0
•

1

-330.9 .025

Xll Per cent off-

farm income -.117

0
•

1

- 3.9 .15

Coefficient of multiple
correlation

Coefficient of multiple
determination

Coefficient of non-
determination

Regression constant

m

R-l.m

.^7008, significant at

.336U9, significant at

(1 - Rl.m)
a

.66351, significant at
733.77

.001

.001

.001
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TABIE II

MULTIVARIATE CORRELATION AND REGRESSION ANALYSIS OF THE AMDUNTS
BORROWERS BORROWED OVER A THREE-YEAR PERIOD

Dependent Variables Amount Borrowed (X-j^)
Saicple: 288 Borrowers Only

Independent
variable

Gross Partial
correlation correlation
coefficient coefficient

Partial
regression
coefficient

Significance
of partials

at level
indicated

r ^l.m \.m
X2 Attitude index .Uoi .160 781.6 .005

Deliberation index M3 .0^9 235.9 .15

Knowledge score .529 .273 313 .u .001

X5 Age .019 -.lOU - 27 .U .oU

^6 Education .2la -.06Ii -67,6 .15

x? Sales .360 .222 15.2 .005

X8 Tenure status

1

.

HCO
0

-.lli6 -837.5 .01

X9 Per cent crop
income -.028 .019 1.6 .35

XlO State area -.196 -.m -U78.2 .035

Xli Per cent off-
farm income -.18U -.Oli6 - ii.2 .25

Coefficient of multiple
correlation

Coefficient of multiple
determination

Coefficient of non- -
determination " (1 - Ri.m)® •62Uo6, significant at

Regression constant a = 1235*082

%.m

Rl.m

.61311, significant at

.3759U, significant at

.001

.001

.001
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TABIE III 

VARIANCE ANALTSIS OF REGRESSION EQUATION OF THE AMOUNTS FARMERS BORROWED 
OVER A THREE-YEAR PERIOD 

Dependent Variable: Amovint Borrowed (Xi) 
Sanple: ^00 Fanners and 288 Borrowers 

Fraction of variability in 
amount borrowed 

accoiinted for 
Independent variable 500 fanners 288 borrowers Symbol 

Attitude Index 
Direct association 12.m .0371a .02IM 
Indirect association: 

.01028 X2X3 Attitude -Deliberation 2(r23 512.m513.m .011)11 

X2XU Attitude -Knowledge 2(r2ij. jS 12.mj3ll4..m .057U7 .OU887 
X2X5 Attitude -Age ^r2$ B .00^77 -.00182 

X2X6 Attitude Education 2(r26 |3l2.mAl6«m -.00537 ..00361 
Attitude Sales .00770 .00752 X2X7 2(r27 pl2.mSn,m 

X2X8 Attitude Tenure 2(r28 j9l2.mpl8.m .00663 .01159 
X2X9 Attitude Per cent crop income 2(r29 pi2.mPl9.m -.00007 -.00055 
X2X10 Attitude State area 2(r2,10pi2.m/3l,10.m) .00387 .OO3U8 
X2X11 Attitude Per cent off-farm income 2(r2,lipi2.my01,ll.m) ..OOOU8 '.00089 

X3 Deliberation Index 2 
Direct association .00286 .OOU36 13•m 
Indirect association: 

X3X^ Deliberation Knowledge 2(r3U /^13»in0lU.m .01956 .027U7 
X3X5 Deliberation Age 2(r35 -.00013 -.00207 
X3X(5 Deliberation Education 2(r36 ^13.m^l6.m -.00175 -.00280 
X3K7 Deliberation Sales .003)16 .00507 2(r37 5l3.niSl7.m 

Tenure .00269 X3X8 Deliberation 2(r38 /3l3»m)6l8.m .00663 
X^9 Deliberation Per cent crop incoras -.00021 2(r39 P13 19.111 ) -.00003 
X3X10 Deliberation State area 2(r3,10^13.iii/3l,10.m) .00025 .00076 
X3X11 Deliberation Per cent off-farm income 2(r3,ll/?13.mP1,11.m) .00036 .00069 

X^ Knowledge Score 
Direct association m .07710 .10829 
Indirect association: 

XUX5 Knowledge -Age .00202 -.OO6UO 2(rU5 Plii.m6l5.m )
XUX6 Knowledge -Education 2(ri;6 BlU.mplS.m ) -.01171 -.0183U 

Knowledge -Sales .0290U .0U257 XUX7 2(rh7 piU.m5l7.ni ) 
XUX8 Knowledge -Tenure 2(ri;8 ^lU.mfilS.m ) .00805 .0201:1: 
XUX9 Knowledge -Per cent crop income 2(rl;9 j3lii.mi3l9,m ) .OOOU7 -.00090 

xuxio Knowledge -State area 2(rl;,10i3m,m/?l,10.m) .00825 .01335 
xuxn Knowledge -Per cent off-farm income 2(rU,11Plij..mPi,11.m) .00222 .OOU86 

Direct association: 
Age m .01379 .OO9I46 S2I5. X6 Education .00217 .OOI1I2 •m

(^2•̂ Sales .03668 .Ok299 ^7 P2l7.m 
X8 Tenure .00886 .02273 P2I8.in X9 Per cent crop income .00018 .OOO2U g2l9*ni State area XlO p2l>10.m .00631 .01008 
Xll Per cent off-farm income .00211 .00182 p l,ll.m 

Total e^qjlained variation .33621 .39650 

Residual of explained variation .00028 -.02056 

Coefficient of multiple determination Rl.m .336ii9 .3759li 

Unexplained variation K .66351 .621:06 l.m ® l.m 

Total variation in X^ 1.00000 1.00000 
VA 
H 
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merely the low point on the dollar continuum of total indebtedness.

Differences between the effects of the ten factors on the two decisions

of whether or not to borrow versus how much to borrow will be discussed

at the end of the chapter, as will possible factors which make up the un-
2explained portion of the variability (K-|^ The partial effects will

be discussed individually and stated in terms of the fraction of the

total variability which they explain. It shoTild be inplicitly understood

that this is the explained fraction when the other variables are held

constant.^

General Attitude Index (Xg)

In explaining the variation in the amounts farmers borrowed, the

indirect effects of attitudes were more inportant than the direct effects.

The attitude index directly explained just 3.7 per cent of the variation

in the dependent variable, while the combined indirect effect of attitudes

and knowledge explained another 5*7 per cent of the variation. In

association with deliberation, attitudes accotmted for 1.1 per cent of

the variation (see Table III).

Considering the direct effects only, it can be estimated from the

partial regression coefficient that an increase of one point on the five

^In some cases the signs of the gross and partial coefficients are
different. This means that although the factor is grossly correlated
with the dependent variable in one direction, when the other factors are
held constant, the direction of the correlation is reversed. Differences
in the amounts and signs of the gross and partial coefficients are caused
by joint intercorrelation between the independent variables. Unless
stated otherwise, only the partial coefficients will be discussed in the
text of this paper.
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point attitude scale would resiiLt in increased borrowing to the amoiint

of $691 per farmer over a three-year period, assuming all other factors

constant.^

The total effect of attitude was decreased by its association with

education.^ The attitude index did not influence the amount borrowed as

much for higher educated fanners as it did for lower educated farmers.

Although this negative effect decreased the e^lained variation just .5

per cent, the fact that it existed at all indicates that education tended

to shift attitudes from a fixed to a more flexible position.

Conversely, the joint effect of attitudes with age wh3 positive

to about the same degree. Older farmers had slightly more extreme at

titudes which affected their actions. The age and attitude factors com

plemented each other in explaining the variation in amoomt borrowed. The

education and attitude factors were substitutive in explaining this

variation.

^12.m " 690.8
^Whether the total amount of explained variability in the dependent

variable is increased or decreased through two independent variables in
joint combination is indicated by their combination sign in Table III. The
directional effect of each variable is indicated by the sign of its co
efficient of partial correlation or regression in Tables I and II, The
combination of a plus factor and a minus factor as listed in Table I or
II will result in a minus result in Table III, if the gross correlation
between these two factors is positive. If the gross correlation is nega
tive, then the joint association is negative and they contribute to a
decreased percentage of explained variability. The joint association of
any two variables was negative if any one or all three factors in the
term (R23)3 I2.mj8l3.m) were negative. If none or any two were negative,
the joint association was positive.
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Deliberation Index (X3)

The deliberation index accounted for very little of the amounts

fanners borrowed, either directly or indirectly. Its largest effect was

in its joint association with knowledge and then it explained less than

2 per cent of the variation. Its direct correlation was practically nil.

It should not be presumed, however, that deliberation plays an

uninportant role in the credit decision making process. The fact that

there was little direct association indicates only that farmers with

large loans did not deliberate more than farmers xd.th small or no loans.

It does not mean that when an individual farmer changes his borrowing

behavior he does so utilizing no deliberative processes. Deliberation

in the past resulting in habitual behavior thereafter would not neces

sarily be reflected in the deliberation index. Borrowers as well as

non-borrowers can act habitually. This will be discussed further in the

following chapter. Suffice it to say here that deliberation had little

measurable effect on amount borrowed but what effect it did have was

positive and was jointly associated with knowledge.

Knowledge Score (X|^)

The knowledge score was the single most inportant factor in ex

plaining the variability in the amounts farmers borrowed. In its com

binations with attitude and deliberation it indirectly accounted for

more variability than either of the other two did directly. Directly,

knowledge accounted for 7*7 pQr cent of the varxability in amount

borrowed.



The knowledge scale was a measure of farmers' awareness of credit

terms and sources. Due to the types of knowledge it covered, it is more

likely that attitude and deliberation would affect it more than it woifLd

affect them. That is, since the type of knowledge reflected in the index

was knowledge of credit "facts" rather than theoretical knowledge of

their meanings, one would e3qpect that the effects of this knowledge on

the attitudes and/or on the tendency to deliberate would be small. If

an index had been devised which tested the knowledge of the farmer's

ability to interpret the effect of different interest rates, collateral

requirements, and repayment terras, etc. on the optimum level of borrowing,

the opposite might have been true.

Thus, although it is a two-way relationship, the main causal chain

was considered to be attitude—deliberation—knowledge. It was believed

that an factors would be causal on knowledge rather than vice versa.

It is for this reason that the joint associations of knowledge with atti

tude and deliberation were grouped as they were in Table III. This

problem of causation is discussed fxirther in Chapter IV.

Similar to the situation with respect to attitudes and education,

the joint effects of knowledge and education were negative and subtracted

from the total explanatory power of each. Farmers with more schooling

borrowed less money, but their level of knowledge was higher. Thus, the

effects of knowledge were partially negated.

Knowledge also had an appreciable effect through its combination

with sales. This very inportant aspect is discussed below under sales.
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^ (%)

Age accounted directly for s^jprcximately l.U per cent of the varia

tion in X]^, the dependent variable. It was negative in its direction as

older fanners tended to borrow less than younger fanners.

Except for a small association with the attitude index, age had

very little joint affect when combined with any of the psychological

variables. Its association with attitude was to only slightly increase

the amount of explained variation. Older farmers had more negative at

titudes about credit and they also borrowed less money because of their

age.

Much of the effect of age was partially negated due to the fact

that the very young farmers also borrowed less money (see Table IV).

Much of this low borrowing by very young farmers was probably due to the

fact that a young farmer on a large farm would most likely still be

working with his father. The person on the farm who made the financial

decisions was the one who was interviewed, and in most cases this was the

father. A very young farmer on his own would likely be operating a small

operation with little security for credit and quite often supplementing

his income with an off-farm job. This suggests that the age coefficients

woTild have been increased had a curvilinear rather than a linear fiinction

been applied to the distribution. It also suggests that there may be

external cspital rationing on the basis of age to the veiy old and the

very young fanners.

J" . . -

.V- A<^ -ff --5
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TABIE IV

AVERAGE OUTSTANDING INDEBTEDNESS PER FAR^ER BY AGE GROUPS

Age
group

Number of

farmers

Total

indebtedness

Average
indebtedness

Dollars Dollars

17-29 32 16,921 529

30-39 85 I22,i^36 i,UUo

it0-U9 99 10U,820 1,059

5t)-59 nU 8o,oUo 702

60-69 112 7ky3hh 66ij.

70-79 53 18,930 357

80-83 5 1,500 300

!

500 .
r

*. ^ 118,991 . ; 838
' . i . . - '

itIiAM" .1 .rtii Mrfttiiifiif B'! iifil Aa'
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Education (X^)

Education had very little direct association with the dependent

variable. But as is discussed above it had some joint association,

especially through knowledge and attitudes. It also had a joint associa

tion with sales.

The positive gross correlation indicates that those farmers with

high education did borrow more than those with low education. However,

idien the other factors were held constant the partial coefficient for

7education became negative. The positive gross correlation can be ex

plained by its inverse relationship with knowledge and attitudes. Al

though the more hi^ly educated farmers borrox^ed more money, it was

in spite of, not because of their education.

The explanation of why education should have this negative direct

and negative joint effect may be that either farmers do not carry the

results of formal education over into their business affairs, or else the

correlation coefficients were due to sampling chance and statistical

error. The significance level of .15 leaves a possibility that the

education results indicated were not indicative of the true situation but

were due to sampling chance.

A more likely possibility, however, is that each of these

variables, education and amount borrowed, was further influenced by a

thi37d variable which was not included in the analysis • This variable is

inherited wealth. The better educated farmers would most likely inherit

^'16 -253! -.0U5
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more and would thus have less pressing need for credit. Even this reason 

is qualified by the fact that as is mentioned below very few farms in 

Tennessee could be considered adequately capitalized or of optimum size. 

Just twenty-five of the 500 farmers interviewed had gross sales in excess 

of $10,000, and education in its joint association with size of farm (as 

indicated ly sales) accounted for just ,U per cent of the variability in 

the amounts farmers borrowed. 

Sales (Xy) 

It was expected that farmers with higher sales, i.e., larger farms, 

would have greater credit possibilities and would utilize more credit than 

fanners with lower sales. Very few farms in Tennessee could be considered 

capitalized to the extent that th^ would be approaching diminishing 

returns. The median gross sales of the 500 farms was just $1j500. 

Sales accounted directly for 3»7 per cent of the variation in amount 

borrowed. But it accounted indirectly through knowledge for an amount al 

most as much as this, and in the analysis which included only the borrowers, 

it accounted for more. The joint association of credit source knowledge 

with operators of large farms was as inportant a determinant of the amounts 

farmers borrowed as the size of farm itself. 

To further illustrate this low direct influence of sales, the 

partial regression coefficient of sales (in $100 units) was 13.3, of 

knowledge 227,6, Thus, considering the direct effects only, an increase 

in one point on the knowledge scale would have as much influence on the 

amount borrowed as would a $1,700 increase in sales volume. 

^^7,m"13.3; '227.6 : 227.6 (100) ̂  13.3"1700 
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This low coefficient indicates that there is very little external 

capital rationing in Tennessee, If there were a large amount of external 

capital rationing (unavailability of credit) the Beta squared value of 

sales should be appreciably higher than the 3«7 per cent level. The 

rationing appears to be internal in the form of unfavorable attitudes and 

limited knowledge of opportunities and alternatives. Most fanners cotild 

borrow more even under present institutional policy. 

Tenure Status (Xg) 

Tenure accounted directly for slightly less than 1 per cent of the 

variability and indirectly with knowledge for about the same amount. The 

joint effects were additive as owners had more knowledge of credit and 

utilized more of it. 

These results should be taken as merely suggestive because of the 

arbitraiy weighting ̂ plied to the tenure statuses. 

Per Cent Income From Crops (X^) 

Contrary to what was originally hypothesized, the per cent of a 

farmer's income which he received from crops had little effect, direct 

or indirect, on the amount which he borrowed. 

Insofar as this measure was indicative of seasonal peaks in farm 

income and e3q}enses, these peaks were of little significance. The fact 

that the total loan volume included long-term mortgage credit may be a 

reason why no relationship was found. Of the ten factors included in 

the analysis, per cent of incomes from crops had the lowest level of 
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significance. There was a 35 per cent chance that its partial correlation

coefficient (Rtq „ = .016) was not statistically different from zero,
xy eln

With other factors constant, the average difference in borrowing between

fanners who were 100 per cent livestock fantfirs and 100 per cent crop farmers

was approximately fclO over the three-year period.^

State Area (X]^q)

The major variables which would be e^^jected to vary between West

and East Tennessee were included in the analysis and held constant.

Nevertheless, a small association, direct and indirect through knovrledge,

remained between state area and the amount borrowed. Location's largest

effect, however, was its joint association with the per cent of income

from crops which added another 1 per cent to the explained variability.

East Tennessee fanners borrowed less money, knew less about credit, and

received more of their income from livestock sources than did VJest

Tennesseans.

These joint associations of state division with the other factors

indicate some differences in internal credit rationing between areas.

The direct association may indicate significant differences in external

credit rationing between areas. It appears that similar to those who

borrowed from them. East Tennessee lenders were more conservative than

lenders in West Tennessee. The -.088 partial coefficient of correlation

was significant at the .025 level.

\9.m ° ^19.m d-lOO) - (1.1)(100) = 110
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On the basis of the partial regression coefficient, it can be

estimated that through the direct effects of location with all other

factors constant, a farmer in East Tennessee would borrow in a three-year

period an average of $662 less than a coii5)arable fanner in West Tennessee.

Although the direct and indirect coefficients of state area were

small, its regression coefficient in dollar terms was high, as was its

level of significance. This probably means that although cultural and

external institutional differences between areas were not great, they

did exert a very pronoiinced effect.

Per Cent of Income From Off-Farm Sources (Xtt )

The amounts of income which farmers received from off-farm sources

had little association with the amounts which they borrowed. The reason

for this may be that the credit which part-time farmers did not use in

their farm operation, they did use in home consunption.

This appeared to be the case. Farmers were questioned as to

whether they had ever used credit in their farm operation, even before

the three-year period for which loan information was taken. Four hundred

three of the 500 farmers said that they had used credit in their farm

operation at one time or another. These farmers on the average received

28.6 per cent of their income from off-farm sources. IB.nety-four farmers

said that they had never used credit in their farm operation.^^ They
received an average of U8.6 per cent of their income from nonfarm sources.

° -330.9! Ui,io.n. ' (-330.9)(2) - -661.8

^^hree fanners did not answer.

-jirliii'r'rtitiiii
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Although both part and full-time farmers used about the same total amount

of credit with other factors constant, fewer part-time farmers used farm

production credit.

The Analysis Restricted to Borrowers Only

V/hen the analysis was restricted to the 288 fanners who had at

least one loan within the preceding three-year period, the ten factors

e3cplained approximately U per cent more of the variability in the amounts

which farmers borrowed than they did when the analysis included all

fanners whether they borrowed or not. Some of the individual effects had

differences in importance in the two regression analyses.

Attitudes had slightly more effect when all the fanners were in

cluded in the sanple than when they weren't. When just the amount bor

rowed by borrowers only was the dependent variable, attitudes were

inversely associated with age, not as they were in the 500 sanple size.

It appears that older non-borrowers have more negative attitudes toward

credit than do younger non-borrowers, but the older borrowers have more

positive attitudes toward credit than do younger borrowers.

Deliberation appeared to have about the same effect in both

analyses. Knowledge score had more influence on the amount which bor

rowers borrowed. It had considerably more direct and indirect association

when combined with sales, tenure, or state area. These factors alone also

had more direct effect. Once the decision was made to borrow, it would
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be expected that the amount to be borrowed would to a greater degree

depend on these farm factors of size, tenure, and credit availability.

In summary, veiy few significant differences appeared in the two

analyses. It may be concluded that within the scope of this study the

factors farmers consider in their decision to borrow or not borrow are

not significantly different from the factors they consider in deciding

how much to borrow.

The Unexplained Variability

Approximately two-thirds of the variation in the amount borrowed

of each sairple size was left iinexplained by the ten variables coming

within the scope of the study. Some hypothesizing is in order as to the

factors which were responsible for this unexplained variation.

Probably the largest single factor not included in the correlation

equation was the farmer's financial situation in relation to his inheri

tance, savings, and net worth. Farmers who inherited well capitalized

farms would not be as likely to borrow as much as those who came 15) the

"agricultural ladder". Insofar as external capital rationing was not

reflected in gross sales, farmers' present income and repayment ability

\mder present institutional policy would be a factor in determining the

amounts which they borrowed. Associated with the farmer's financial

situation would be the length of time he was on his farm, age of family,

present and future consunption and production needs, etc.

The influence of the farm wife in borrowing decisions night also

be a factor. Sixty-seven per cent of the farmers (73 per cent of the
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farmers with wives) said that their wife was familiar with the biisiness 

affairs of the farm. Another 10 per cent said they were somewhat fami 

liar with it. Four per cent of the farmers said that their wives did 

not agree with them on matters concerning borrowing money, and 29 per 

cent said that their wives sometimes disagreed with them on borrowing 

money. The interviewer estimated from the scarce information available 

on the subject that the wives were dominant and made or would make the 

ultimate credit decision on at least 5 per cent of the farms. 

Another possible factor which might account for some of the imex-

plained variation was the varying types of landlord-tenant arrangements. 

Some landlords lent their sharecroppers the capital to uphold their 

sharej others furnished the goods to them directly and took their pay 

ment in a larger share of the profits, and no loan was involved. 

Error of measurement and inadequacies in the techniques undoubtedly 

contributed to the unexplained portion of the variability. The arbi 

trary enumeration of the indices, tenure status, and state location 

could have under or over weighted their coii5)arative effect. The accuracy 

of the observations was also dependent on the memories of the farmers. 

Linear correlation techniques were used and for many of the variables 

a linear line of regression may not have been the best possible fit to 

the relationship. 

These same inadequacies exist but to a lesser degree in the cor 

relation and regression analyses which follow. In spite of these tech 

nical inadequacies and the limited scope of the study, most of the 

conflation results came out highly significant. 

t r iSJ 1 ^ ^ . V ^ ̂  i 
i \ J \ . • hw* . - i-
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CHAPTER IV 

FARMERS' ATTITUDES AND DELIBERATION ABOUT CREDIT USE 

Introduction 

The attitude index was second only to the knowledge score in its 

influence on the amounts farmers borrowed. 

It sho\ild be reiterated from Chapter II that some attitudes are 

knowledge and that knowledge includes some attitudes, but neither in 

cludes all of the other. Knowledge consists of opinions as well as 

attitudes, and attitudes include attitudinal beliefs which are not 

knowledge. The knowledge scale was essentially an index or summation 

of opinions about credit sources. It included no attitudinal questions. 

The attitude index, on the other hand, was the interviewer's appraisal 

of the con^josite of attitudes which were expressed to him. Although 

interrelated, the two measures can be treated separately in analysis 

and analyzation. 

Deliberation was defined as the catalytic process which enables 

attitudes and opinions to form and interact. As was stated in Chapter 

II, the deliberation index is similar in construction to the attitude 

index. In this chapter, the factors which detennined and were associated 

with the attitude and deliberation indices as well as characteristics 

of the indices themselves will be discussed. The distribution of fanners 

on the two indices are listed in Appendix A, Table II. The attitude 
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index had a close to normal distribution, the deliberation index had a

■very skewed distribution. Again as in the preceding chapter, unless

otherwise stated, the data are presented in a form assuming all other

factors in the anaHysis constant.

Factors Determining Credit Attitudes (X2)

Knowledge (X^) and Deliberation (X3)

The nine factors in the correlation analyses in Tables V and VI

were associated to 38.7 per cent of the variability in the attitude

scale. Some of these factors were not, however, one-way causal effects

on attitude. Attitude may be more causal than caused by its association

with the deliberation index and knowledge score. These intercausations

between attitudes, deliberation, and knowledge are discussed elsewhere in

this and the preceding chapter.

Age (X|)
Age had an appreciable effect on the attitude index. It directly

accounted for 2.U per cent of the variation in the index, older farmers

having not so favorable attitudes toward credit as younger fanners. The

credit attitudes of older farmers were formed in an era when little credit

was needed or used and when the credit market was loosely controlled.

Education (X5)

Little variation in attitudes could be explained by educational

attainment. In fact, its effects were negative in orientation as hi^er
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TABIE Y

MJLTIVARIATE CORREIATION AND REGRESSION ANaETSIS

OF m ATTITUDE INDEX

Dependent Variable: Attitude Index (X2)
Sanple: 500 Farmers

Independent
variable

Gross

correlation

coefficient

Partial

correlation

coefficient

Partial

regression
coefficient

Significance
of partials
at level

indicated

r ^2.m ^2.m

^3 Deliberation index .307 .288 .001

Knowledge score .535 .2kS .066 .001

% Age -.127 -.167 -.010 .001

Education .298 -.021 -.005 .3^

h Sales .lOU -.036 -.001 .20

XCO

Tenure status -.182 -.111 -.139 .005

Per cent crop
income -.OlU .017 .0003 .35

State area -.126 -.120 -.118 .005

Xii Per cent off-farm
income .027 .0^2 .001 .10

Coefficient of multiple
correlation R2.m ° .6215U.001, significant at .001

Coefficient of multiple
determination Rp 8

.m .38707, significant at .001

Coefficient of non-

de te rmination k|.m ® .69370.001, significant at .001

Regression constant a = 2.296U3



 

TABIE VI 

VARIANCE ANkLTSIS OF THb; REGRiiSSION EQUATION OF THE ATTITUUE INDEX 

Dependent Variable: Attitude Index (X2) 
Sju!?)le: Boo Fanners 

Fraction of variability 
in attitude index 

Symbol Independent variable accounted for 

Deliberation Index 
Direct association ,1200B 
Indirect association: 

X3XU Deliberation -Knowledge 2(r3^ ^23.m^2U.m) .131U5 
X3X5 Deliberation -Age fi23»Ta.P2B»vi ..00108 

X3X6 Deliberation -Education 2(r36 ^23.m^26.m ..OOUT^ 
X3X7 Deliberation Sales 2(r37 d23.m^27.m ..00601; 

Deliberation Tenure 2(^38 d23.m/328.m .01957 
Deliberation Per cent crop income 2(1*39 023.m/529.m ^ -.00020 

X3X10 Deliberation State area 2(1*3,10 /^23.m/52,10.m) .00201; 
X3X11 Deliberation Per cent off-farm income 2(r3,ii,>23.m ̂2,ll.m) -.00217 

X]i| Knowledge Score 
Direct association .08311 21;.m 
Indirect association: 

Knowledge -Age .00278 VB ^(^U5 ^2l;,m^25.m } W Knowledge -Education ..00510 fi2k,m 026m } Knowledge -Sales 2(ri;7 fi2\xMp2lM ) ..00811 Vi 
XUX8 Knowledge -Tenure 2(ri;8 ^21;.m /528.m ) .00939 
X^Xo Knowledge -Per cent crop income 2(1*1^9 P2hM029M ) ..OOOU8 
xuxio Knowledge -State area 2(1*1;^10 P2\xM $2,10m\ .01093 
xuxn Knowledge -Per cent off-farm income 2(rU,ii ̂2i;.m ̂2,ll.m) -.00212 

Direct association: 
Age 

X6 Education 
Sales x? 
Tenure X8 
Per cent crop income 

X^ State area XlO 
Xu Per cent off-farm income 

Total explained variation 

Residual of explained variation 

Coefficient of multiple determination 

Unexplained variation 

Total variation in X2 

2 
(i22.̂m 
$226.m 
^227.ra 
6228.m 
$2^9*'^ 
Pn'^ylOM 

2,ll,m 

R;•m 

ap _ .m dM 

.02l;28 

.00038 

.00266 

.01119 

.00017 

.01028 

.00178 

.Uoool 

-.OI29I; 

.38707 

.61370 

1.00000 
0\ 
vo 
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educated fanners were less in favor of credit than lower educated farmers, 

when other factors were held constant. 

In its joint association with knowledge and deliberation, the ef 

fects of education were partially negated as hi^er educated fanners had 

more knowledge of credit sources and deliberated more about it, but they 

had less favorable attitudes toward credit and, as explained in the pre 

ceding chapter, used less of it. 

The investigator has difficully in offering a reasonable l^othesis 

as to why the better educated fanners should have less favorable attitudes 

toward credit, unless it should be that the better educated fanners came 

from wealthier families and received their present capital throu^ in 

heritance rather than throu^ credit investment. To speculate further 

would accomplish little for the significance level of the partial co 

efficient of education on attitude was quite low. There was a 35 per cent 

probability that this association was due to sampling chance. Even if 

this association is due to chance, it can still be said that education 

had little or no direct association with the attitudes farmers had about 

credit. 

Sales(^) 

Sales had a small reverse affect on attitudes. Althougji the farmers 

with hi^r sales did rate sli^tly hi^r on the attitude index than did 

farmers with lower sales, the partial coefficients of sales on attitudes 

were negative. 

Sales as they influenced knowledge and further influenced attitudes 

did not contribute but subtracted from the explained variation of each. 
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Knowledge had less effect on the attitudes of the operators of large farms

than it did on the attitudes of those who operated small farms. A similar

situation existed with the joint effects of sales and deliberation.

Larger fanners deliberated more but had less positive credit attitudes.

Many large fanners probably inherited capital and had less personal need

for credit, and thus, had more negative attitudes toward it.

Tenure Status (X3)

Tenure accounted directly for 1.1 per cent of the variation in

the attitude index, with owners having more favorable attitudes than

renters or sharecroppers. Owners had more favorable attitudes and

deliberated more about credit. Those negative attitudes toward credit

on the part of sharecroppers and renters may be a reason why many are still

share cropping and renting.

Per Cent Income From Crops (X^)

The per cent of income from crops had little or no effect upon at

titudes about credit. Predominately livestock farmers had approximately

the same level on the attitude index as did the predominately crop farmers.

State Area (X-j^q)

West Tennessee farmers had more favorable attitudes than did East

Tennessee farners. Location in the state affected the attitude index,

directly and indirectly through knowledge, each accounting for approxi

mately 1 per cent of the variation in the index. Thus, there existed

differences in internal capital rationing between areas of the state due

to the more unfavorable attitudes of farmers in East Tennessee,
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Per Cent of Off-Farm Income (Xn)

The fact that a farmer had the urban influences of off-farm employ

ment made little difference in his attitude toward credit. The average

difference between farmers who received all or none of their income from

the farm was just .1 point on the five point attitude index,^

Summary

The most favorable attitudes toward credit were held by a farmer

who was younger, had little education, and owned a small farm in West

Tennessee. The attitude index was hi^ly coirrelated with the delibera

tion index and the knowledge score, but much of this association was

probably due to the effect of attitudes on these factors rather than

vice versa. There was little effect on farmers' attitudes from education,

volume of sales, per cent of income from crops, or the per cent of income

from nonfarm sources. The nine independent variables were associated

with 39 per cent of the variability in the attitude index.

Specific Attitudes Toward Credit

The attitude index consisted of the interviewer's appraisal of

many attitudes. The more significant responses will be discussed here

in order to illustrate what attitudes made up the index and also what

attitudes appear to be of such iii5)ortance (or unimportance) as to in

fluence (or not influence) farmer actions.

^2,ll.m " b(O-lOO) - (.001)(100) - .1
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Credit Stigmaa

A small but sigiiLficant number of fanners thou^t that there was

a social stigma attached to the use of credit to the extent that borrowers

were looked down on by their nei^bors. There were 20.2 per cent who

thou^t this was even sometimes the case (see Table VII). More farmers

attached a stigma to credit in East Tennessee than they did in West

Tennessee, confirming the results above that there is more internal at-

titudinal capital rationing in East Tennessee than there is in West.

Volume of Credit in Community

Kinety--Uiree farmers thou^t that there was too much borrowing

done in their community; 196 did not; and I96 said that they did not

know how much borrowing was going on.

Thirty-two of the ninety-three farmers who thou^t there was too

much borrowing going on thou^t that farmers were forced by economic

conditions to borrow a lot in order to survive and operate their farms.

l^Lreteen thou^t farmers were borrowing too much because farmers were

in perpetual indebtedness, and fourteen thou^t that farmers were buying

ngfl on credit which they did not need.

Those who qualified their answers believed that some borrowed too

much but some didn't boirow at all.

Eighty-four of the I96 farmers who did not believe farmers were

borrowing too much thou^t that there was very little or no borrowing

done in their community. Twenty-five thou^t that they had to borrow in

order to survive on the farm. Combined with the farmers above who gave

this answer, fifty-seven of the ^00 farmers thought that borrowing was
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necessary in order to meet the operating costs of fanning, Forty-fonr

thou^t that fanners were not borrowing more than they could repay or use

to their advantage, and twenty-one stated that farners would be more suc

cessful if they borrowed even more. This last figure, however, was Just

h»2 per cent of the farmers.

It was believed that older farmers would have this negative atti

tude toward the over-use of credit more than the younger farmers. This,

however, did not seem to be the case. Ei^teen (18) per cent of an the

farmers thou^t that the farmers in their community were running too much

of their business on credit, and 26 per cent of the farmers over seventy

thou^t so. But 25 per cent of the farmers under thirty also thought so,

the proportion being much smaller in the middle age groups.

Credit Morality

Contrary to the investigator*s original belief, there was very

little feeling on the part of farmers that there was anything religiously

immoral about the use of credit. Only six farmers, or 1.2 per cent,

thought that there was anything morally wrong with borrowing money. Three

more thou^t that it nd^t be morally wrong in certain circumstances.

Credit Use and Farmer Independence

Fifty-two faiTJiers said that when a farmer borrowed money he lost

some of "his freedom to make his own decisions". Twenty-two more said

2
These beliefs were also associated with the amounts farmers bor

rowed. The extent to which these beliefs were a result rather than a
cause of their borrowing practices must be left to the Judgment of the
reader.
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that he mi^t lose some decision making freedom, depending on where he

borrowed it. Ei^ty-one said that they did not know if borrowers lost

any freedom or not, and 3U0 said that they believed borrowers did not

lose any of their independence when they borrowed money. More Negroes

than whites thou^t that at least some freedom was lost.

Credit Use and Managerial Ability

When asked who they thought were better farm managers, borrowers

or non-borrowers, I9U or 39 per cent of the farmers answered that they

thougjit the non-borrowers were. Twenty-three per cent thou^t the bor

rowers were, and 3^ i)er cent thou^t that either one may be the better

manager, depending on the circumstances.

Farmers who thou^t that borrowers were the better farm managers

achieved slightly hi^ier knowledge scores than those who thou^t they

were not the better farm managers. Those who said the borrowers were

better scored an average of 8.6, while those who said the non-borrowers

scored an average of 6.U. The farmers who answered that either mi^t

be better scored B.h, approximately the same as those who thou^t the

borrowers were better. The seventeen farmers who said that they did not

know which group was the better farm managers scored U*!*

Of the 11$ farmers who thought borrowers were the better farm

managers, sixty-one said that by borrowing fanners could operate their

farms on a larger and more efficient basis and get ahead faster. Six

teen thought borrowing would make the farmer manage better and work

harder in order to pay his debt obligations.
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Of the 193 fanners who thou^t non-borrowers were the better

managers, seventy-three thought that if a farmer cotild gpt along without

borrowing, he nmst be a better manager, per se. Thirty-six others thou^t

that fanning was too risky and variable to borrow money on, and twenty-

three farmers thou^t that non-borrowers were the better managers because

they were more independent and could use their own ideas more.

The I7U fanners who said that either group might be the better

managers thought that differences in circumstances would determine whether

or not a farmer borrowed and whether or not such borrowing was good

management practice.

Thus, farmers were somewhat prone to consider non-borrowers better

managers than borrowers. Most fanners did not consider credit a productive

tool,but a tool only to be used in emergencies or when there was no other

means to operate their farms. Only a small percentage considered credit

a means of increasing economic opportunity and profits. The answers to

■ttie questions indicated few extreme attitudes, either pro or con, toward

credit. Farmers accepted the existence of credit, but they accepted it

as a necessary evil to be used as sparingly as possible.

Consumer Credit

Farmers were asked if they thou^t farmers were justified in using

consuiier credit. The answers to this question by location in the state

are listed in Table VIII. More West Tennessee farmers thought consumer

credit was desirable than did East Tennessee farmers.

Sixty-one famers said yes, that consumer credit was jtistified,

and 175 said it was not justified. One hundred and fifty-nine farmers
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qualified their ansxrer in some mamier, usually with respect to the neces

sity or emergency character of the good or service to be purchased.

The two most common reasons given by those who did not favor con

sumer credit were that consumer credit did not repay itself and "what

a man canH afford, he doesn't need". Forty-ei^t per cent of the farmers

who said they did not believe in consumer credit gave these reasons.

Sixty-one per cent of the farmers who thou^t consumer credit was

justified thou^t a farmer was "just as justified in borrowing for those

things as anything else" or else believed that by creating obligations

they wotild have to meet, farmers could accumulate "things" faster.

Mortgages

Not one fanner stated that he did not believe a farmer was justi

fied in borrowing money if he was "pretty sure" that a loan would increase

his profits. Seven farmers did say that he would have to be "very sure"

or that they did not know if he would be justified or not.

But when asked if he would still be justified if he had to give

a mortgage on his livestock or crop in order to get a loan, 123 (2^ per

cent) said that he would not, and 202 (.'liDper cent) said that he would

not be justified in giving a mortgage on his land (see Table IX),

This attitude that UO per cent of the farmers had toward real

estate mortgages was not a rational one. They could not give rational

reasons for their beliefs. The word mortgage had a stigma of heavy in

debtedness and immiiBnt bankruptcy. To many farmers giving a mortgage
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TABIE IX

NUMBER AND FEE CENT OF FARMERS BELIEVING IT NOT JUSTIFIaBIE TO GIVE
A MORTGaGE BT TENURE STaTUS AND STATE AREA

State Number of

Number and per cent of farmers
believing it not justifiable to

area Tenure status fanners Livestock or crop Real estate

Number Per cent Number Per cent

West Owner-operator 91 9 10.0 25 27.5
Renter 30 k 13.3 12 Uo.o
Sharecropper 29 3 10.3 9 31.0

Middle Owner-operator 1U3 36 25.2 60 1;2.0
Renter 22 h 18.2 9 UO.9
Sharecropper 25 10 Uo.o 15 60.0

East Owner-operator lii3 52 36.2 6U U5.U
Renter 8 2 25.0 U 5o.o
Sharecropper 9 3 33.3 u UU.5

Total 5oo . 123 2k.6 202 1^0 .U
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was the same as losing their fam^ even though they realized that giving

a mortgage didn't increase their legal obligation.

East Tennessee fanners had a more negative attitude toward

mortgaging than West Tennessee farmers. There was little consistent

variation in this attitude by farmers of different tenure statuses.

Factors Determining Deliberation About Credit

The deliberation index was the interviewer's appraisal of the amount

of deliberation which the interviewee had made about credit, both as to

its amount and source of use.

Althou^ attitudes and knowledge are not inatuaUy exclusive, they

£a?e, nevertheless, definable entities. Deliberation is not. Deliberation

is a mental process and its relevance is derived from the beliefs in and

between which it functions. Its only characteristic is its existence

even thou^ this existence may be relative and that other characteristics

may derive from its applicable beliefs. For this reason, most discussion

of the deliberation process will be included and discussed in reference

to the other analytical variables. This section will restrict itself to

those factors which aj^ar to determine or associate themselves with

deliberation.

The nine factors included in the correlation analysis had a co-

efficient of multiple determination with the deliberation of = ,^lij.60

(see Table X), These factors were probably not all causal on delibera

tion, however. It is likely that because of the factual types of questions

in the knowledge scale, deliberation did more to affect it than such
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TiBIE X

MJLTIVARIaTE CORREIATION and RECHffiSSION AmUSIS OF
THE DEUBERATION INDEX

Dependent Variable: Deliberation Index (X^)
Sample: ^00 Fanners

Independent
variable

Gross

correlation

coefficient

Partial

correlation

coefficient

Partial

regression
coefficient

Significance
of partials
at level

indicated

r ^3.111

X2 Attitude index .551 .307 .328 .001

xu Knowledge score .6^8 .1(68 .13U .001

Age .010 .039 .002 .20

Education .351 .oU5 .012 .15

x? Sales .169 .002 .ooooU .001

X8 Tenure status -.1U7 -.195 .005

X9 Per cent crop
income -.022 .053 .001 .05

Xio State area -.029 .112 .119 .005

Xll Per cent off-
farm income -.07U -.091 -.002 .02^

Coefficient of multiple %,m " »7nh9i significant at
congelation

Coefficient of multiple
determination

Coefficient of non-
determination " (1 -

Regression constant a 

r|^j^ = .^lUBO, significant at
.U8520, significant at
.2783U

.001

.001

.001



TABIE XI 

VARIANCE ANhUSIS OF THE REGRESSION EQUATION OF DELIBERATION INDEX 

Dependent Variable: Deliberation Index (X^)
Saii?)le: 500 Fanners 

Fraction of variability 
in deliberation index 

accounted for
Symbol Independent variable 

X2 Attitude Index .07366 Direct association 032.m 
Indirect association: 

.llil30 Attitude -Knowledge 2(r2l| $32•m ̂3U.ra X2XU -.00179 Attitude -Age 032 

.00631 XgXl Attitude -Education 2(1*26 >32,m ̂36.m 

.00010
X2K7 Attitude-Sales 2(r27 y932.m ̂37.m .01217 Attitude-Tenure 2(r28 >32.m^38.m 

2(r29 -.00027 
ApA-g Attitude-Per centcrop income ;332.m039.in : 

-.00581 Attitude-State area 2(r2,l0>32.m03,lO.m/ X2Xio -.00103 X2X11 Attitude-Per cent off-farm income 2(1*2,11>832,m^3,31,m) 

Xi^ Knowledge Score .23673 Direct association P3U.m 
Indirect association: 

xux^ Knowledge -Age 2(ri;5 ^3U.m03^.m ) ..00078 
.01718

XUX6 Knowledge -Education 2(ri^ y03U.m^.m ) 
.000U5 XUX7 Knowledge -Sales 2(rU7 >83U.m^37.m ) .018U7 XUX8 Knowledge -Tenure 2(rU8 ^3U.myS38.m ) ..00223 X1;X9 Knowledge -Per cent crop income 2(ri^9 ye3U.my839.m ) -.015146

xuxio Knowledge -State area 2(rU,io/33U.mjS3,10.in) 
xuXn Knowledge -Per cent off-farm income 2(ri;,11^31;.m]53Al.in' .OO59U 

Direct association: 
.00067 Age ^235.1" .00152 Education I 3236.m .00003 Sales yS 237.m ^7 .01519 Tenure 0238.111 .00138 X9 Per cent crop income 
.00722 State area

5^10 P23,10.iii 
Per cent off-farm income .001493 Xu 03,ll.m 

Total explained variation .51575 

Residual of explained variation -.00095 

Coefficient of multiple determination R<.m .51U80 

k2 2 
Unexplained variation ^3.ni ^3.111 

1.00000 00
Total variation in X^ VjJ 



Sh

knowledge did to affect deliberation. Nevertheless, the association was
3

undoubtedly causal to some degree in each direction.

Attitude Index (X2)

Attitudes accounted directly for 7.1i per cent of valuation in

deliberation (see Table XI). Combined with knowledge it had alU.l per

cent association with the variability in deliberation. As would be

eiqiected, those farmers with more favorable attitudes toward credit use,

deliberated more about it.

Knowledge Score (Xij)

Directly, knowledge had a 23.7 per cent association with delibera

tion. Much of this was \indoubted3y deliberation's effect on knowledge

rather than knowledge's effect on deliberation. There were significant

joint associations between knowledge and education, tenure, and state

area on deliberation.

Age (^)

Age appeared to have little association with the deliberation in

dex, directly or indirectly. The slight effect it did have was positive

in that older farmers deliberated more about credit than younger fanners.

This relationship, however, was not significant.

Statistically speaking, because of its inverse causation the
knowledge scale should not have been included in the correlation analyses
in Tables X and XI. But although the knowledge scale was composed of
factual data about credit sources, it was highly associated with the
hi^r knowledge fanners had about the theoretical relationships of credit
phenomena. Such knowledge would be more causal on deliberation.
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Education (X^)

Education had small positive direct and indirect associations vrLth

deliberation. Its indirect associations with attitude and knowledge were

hi^er than its direct. Formal education appeared to have little direct

effect on the amount of deliberation which fanners put into their decisions

about credit. The reason for this may again be inherited wealth in that

the better educated farmers would likely be wealthier and less concerned

with external soiirces of capital. But because of the scarcity of "wealthy"

farmers in Tennessee, the reason may also be that there is too little

enphasis on problem solving in the education system.

Sales (Xy)

Sales had extremely little effect on deliberation. The little it

did have, however, had a very hi^ level of significance.

Tenure Status (Xg)

Tenure was more important as a determinant of deliberation than it

was of any of the other factors under investigation. Tenvire directly

accounted for 1.5 per cent of the deliberation index, owners deliberating

more than renters or sharecroppers.

Indirectly, it accounted for another 1.2 per cent in its joint

association with attitudes. Sharecroppers and renters liad more negative

attitudes and also deliberated less about credit.

The association of tenure and knowledge, however, contributed to

a decrease in the amount of explained variation. Sharecroppers had

slightly more knowledge (with other factors constant) but deliberated
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less. In other words, sharecroppers used less deliberation in their

credit decision making processes than did owners, but for one reason or

another, they had more knowledge of it.

Per Cent of Income From Crops (X^)

There was little association of the deliberation index with the per

cent of a farmer's income which he received from crops. What variation

this measure did accoimt for was positive in that farmers with larger

shares of their income from crops deliberated less about credit. Its

gross correlation, however, was slightly negative.

State Area (Xiq)

The main effect of state area on the deliberation index was its

effect as it Jointly affected knowledge. This effect was negative, how

ever, for with other factors constant farmers in East Tennessee deliberated

more about credit than farmers in West, but they had less knowledge of

credit.

This relationship exists probably because of the previously

hypothesised conservatism of East Tennessee farmers and their shorter

history of commercial credit use. The use of credit presents a greater

attitudinal conflict to the more conservative East Tennessee farmers.

West Tennessee farmers, whose cotton culture has largely been based on

credit since the Civil War, act more habitually in the credit market and

tbrpngb their greater expeidence with credit have more knowledge of it.

Their attitudinal conflict with credit is not so great, and hence, less

deliberation is required to cue credit action.

A
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Per Cent of Income From Off-Farm Sources (Xtt )

Part-time farmers did deliberate less about credit and had less

knowledge about it than did full-time fanners. They had, however, more

favorable attitudes about credit so the joint effect of attitudes and

off-farm income in explaining the variation in deliberation was negative.

Summary

A very deliberative farmer was one who was older, well educated,

and a fuU-timB renter or sharecropper on a large East Tennessee live

stock enterprise. Just as inportant as the total of these characteris

tics, however, was his general attitude toward credit. Deliberation was

also highly associated with knowledge, probably causally. The nine

variables explained per cent of the variability in the deliberation

index.

The Amount of Credit Deliberation

The previous section indicated the variation in farmers' scores on

the deliberation index, i.e., the relative differences in deliberation

between farmers. This section will attempt to show the level at which

the deliberation index functioned, and in absolute rather than relative

terms, show the amounts and effects of fanners' credit deliberations.

The 500 fantBrs were asked if in the preceding three years they

had ever given serious thought to the expansion of their farm operation

through the use of credit (or more credit if they were already using

sone). Just ei^ty-eight of the 500 farmers said that they had given

serious thougjit to it. The reasons these fanners who had thought about
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it gave for deciding against the use of credit was usually either they

decided it woiild not pay or else they were still deliberating about it.

Just three fanners stated that they had ever drawn up a farm expansion

plan on paper.

Four hundred and sixteen farmers said they had not considered the

use of (more) credit within the preceding three years.^ The reasons they
gave for not considering more extensive use of credit are listed in

Table XH. One hvindred and ei^ty-three farmers gave either age and

health or a lack of interest in farming as their reason. It is probable

that these farmers, 37 per cent of the state total, would not be in

terested in more credit unless they could be shown credit investments

which would be labor saving. Most of them conceived of farm expansion

as necessarily costing rather than saving time and labor.

Twenty-six per cent of the farmers who were already borrowing said

that they had given serious thought to borrowing even more. Just 6 per

cent of those who were not borrowing said that they had given any serious

thou^t to borrowing.

To another question, 220 farmers said they thought credit or more

credit could not increase the profits on their farm. The reasons they

thought that it could not increase their profits are listed in Table XIII.

The reasons they gave were either that they thought the marginal product

ivity of capital was too low to justify the cost and risk or that they

were operating xinder labor supply limitations. In answering this question

^Two farmers did not answer the question.
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TABIE XII

REASONS UlS FARMERS GAVE FOR NOT GIVING "SERIOUS THOUGHT TO THE
POSSIBIUTIES OF EXP^^NDING (THEIR) FARM OPbRiiTlON

THROUGH THE USE OF (MORe.) CREDIT"

Fanners indicating reason
who were;

Reason Borrowers Non-borrowers

Number Per cent Number Per cent

Poor health or age. U8 22.1 78 39.lt

Not interested in farming. 37 17.0 20 10.1

Not enough land of sufficient pro
ductivity to justify any credit
investment. 15 7.3 7 3.5

Can't get labor and have all I can
handle nyselC. 2h 11.0 15 8.1

Should expand only as get the cashj
if borrow got good chance of
going broke. lit 6.U 13 6.6

No security to get enough credit. lit 6.1t U 2.0

Satisfied with what I have. 7 3.2 12 6.1

Don't know, never thought about it. 32 llt.7 3$ 17.6

Other. 26 11.9 13 6.6

Total 218 100.0 198 100.0
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TABIE XIII

REASONS 220 FARMERS GaVE FOR NOT BELIEVING (MORE) CREDIT COULD
INCREASE THE PROFITS ON THEIR FARIAS

Farmers indicating reason
who were:

Reason Borrowers Non-borrowers

Number Per cent Number Per cent

Poor health or age. 7 5.6 23 23.3

Not enough land of sufficient pro
ductivity to justify a.Tsy credit
investment. 22 18.2 21 21.2

Using all the credit now I can use
safely. 9 7.5 2 2.0

Prices too low and costs too high. 20 16.5 21 21.2

Am operating farm to capacity now. 2h 19.8 9 9.1

Can't get labor. 13 10.7 8 8.1

Others. 18 IJ4.9 11 11.1

Don't know why not. 3 2.5 1 1.0

No answer. 5 U.i 3 3.0

Total 121 100.0 99 100.0

f f ' }J

V r 'O.
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very few fanners considered the possibility of increasing profits through

the purchase of more land. This may have been due to the wording of the

question which asked farmers about increasing profits "on yotir farm".

Two hundred and two farmers said that they thought additional

credit could increase their profits. But when asked why they did not use

this additional credit, most of them reversed their answer by giving a

reason why it wovild not increase their profits.

Some of the fanners did, however, give reasons other than non-

profitability for not using credit. Twenty-two said that they were not

interested in fairraingj thirty-one thought that,although it would probably

increase profits,a credit investment would be too risky and that they

"would rather be safe than rich"j nineteen said that they were still

considering its use; and forty said that they just didn't know why they

didn't use it. This last figure means that 8 per cent of the farmers

never deliberated about using (more) credit even though they thought it

could increase their profits. Nor had sufficient deliberation taken

place in the past even to be able to offer a reason for such non-

deliberative and non-economic action. Similar habitual behavior as

applied to the selection of credit sources will be discussed in the next

chapter.

Thus, deliberation about credit appeared to be quite low. As has

been shown in this and the preceding chapter and as will be shown in

subsequent chapters, deliberation is a major indirect determinant of

credit action. Deliberation is a prerequisite to rational action, and

it is only through rational action that man can best fulfill his purposes

and resolve his conflicts (see Chapter II)•



CHAPTER V

smmm of credit sources ai® fari^iers • knowledge

OF SOURCES AND PRACTICES

Introduction to Chapter V;

The decision of nhere to borroTr and the decision of how much to

borrow are interconnected to the extent that they depend on each other.

Credit sources have a wide variance of interest rates and other loan

characteristics. Some sources are quite specialized in the interest,

length, and amount of loans which they offer. If capital is to be

borrowed to the point where marginal credit cost eqvials marginal profit

received (with provisions for risk), then the interest rate charged by

the credit source, as it is reflected in marginal credit cost, should to

a certain degree influence the amount to be borrowed. The requirements

of the prospective investment, the amount of loan, and the time needed

should in turn influence the selection of the source for a proposed loan,

These factors are requirements of efficient and economical bor

rowing practices. These requirements will be met as the beliefs deter

mining farmers' borrowing practices are made beliefs of knowledge. How

ever, a prerequisite even to knowledge of the practices and policies of

loan sources is knowledge of their existence.

The 500 farmers inte3nd.ewed in this study had at the time of

interview 296 loans. More than one loan at one source was still counted

as one loan. These 296 loans were held by 216 farmers -who had at least

one loan outstanding at the time of interview.
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By the same loan ccuntlng procedure, 230 farmers had had at least

one loan to.thin ihe preceding three years ndaich they had since paid off.

Ihese 230 farmers had a total of 318 past loans. The total number of

farmers ■who had at least one loan at the time of interview and/or had

repaid at least one loan within the past three years was 288. Thus, 212

of the farmers interviewed claimed to have done no borro"wing outside of

chcirge accounts within the preceding three years.

Mich of the data concerning farmers' beliefs about sources are

presented in the form patrons of sources or number of loans rather than

in the form of the preceding chapters, number or per cent of farmers.

This was necessary because the questions applied to the source which the

farmer patronized, and as is mentioned above if he patronized more than

one loan source, a questionnaire was taken for each loan. Thus, from 216

farmers there was information on 296 outstanding loans. From 230 farmers,

who may or may not have been the same farmers, da-ta was collected on 318

loans.

Ninety-eight percent (by volume) of the outstanding loans were

•with seven credit sources. Hiese sources in order of volume of credit

extended were commercial banks, private individuals. National Farm Loan

Associations, Farmers Home Administration, dealer installment credit.
Production Credit Associations, and insurance companies (see table XIV).

The extent to which farmers selected from these sources the one

■which maximally fxilfilled their needs is a major subject of this paper.
A short summary of "the major available sources of credit is needed to

support any thesis as to the quality of farmer beliefs and actions in ■the

credit market. Summaries of the seven major credit sources follow.
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TABLE XIV

VOLUME OF FARM CREDIT IN TEN1\IESSEE BY VARIOUS SOURCES^

Number Sample Est. state Per cent
of amount total amount of

Source loans outstanding outstanding^ total
Dollars Dollars

P.C.A. Hi 23,185 8,8li|,937 5.6
N.F.L.A. 20 81,200 30,872,2li0 19.7
Comm. bank 105 131,518 50,003,liili 32.0
Comm. bank

-dealer arranged 20 11,959 Ii,5ii6,8l2 2.9
Insurance co. li 18,000 6,8I;3,600 ii.ii
Pvt. individual ill 68,129 25,902,6U6 16.6
Pvt. individual

- relative 10 15,000 5,703,000 3.6
Dealer installment 68 2ii,592 9,3ii9,878 6.0
F.H.A. 9 29,500 11,215,900 7.2
Other 5 8,358 3,177,712 2.0

Total 296 lill,iilil I56,li29,868 100.0

a

Includes merchant installment credit but excludes charge account
credit unless a written contract was involved. Seasonal fluctuation is
partially eliminated as the field interviewing was done over a seven
month period between August, 1956 and March, 1957.

Shelby.
^Excludes four urban counties: Hamilton, Knox, Davidson, and

■f ■
it » T V
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< -- - r

%
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The Sources of Farm Credit

Commercial Bank

Although emphasizing short and intermediate term credit, banks

fixmish a larger portion of the farm credit in Tennessee than any other

source. Interest rates are usually around six percent, often discounted

in advance. For consumer credit financing, however, banks often set up

monthly repayment plans -which -when combined -with the interest discoiinting

procedure result in appreciably higher true rates of interest. Banks are

""sH distributed throughout -the state and for most farmers there ai*e

several fairly convenient banks from which a selection may be made.

An associated feature of bank credit is the bank loan-dealer

arranged. This type of credit is very common for machinery and appliance

purchases and not at all rare on fertilizer and other types of purchases.

Under this system "the dealer through prior agreement -with "the bank either

sends the loan to the bank -which the bank automatically accepts using

the merchandise purchased as collateral, or co-signs the loan -with the

purchaser at the bank as he makes the loan arrangements. Interest rates

on dealer arranged bank credit are usually higher than for regtilar

farmer-bank loans (see Table X7).

Private Indi-yiduals

Little is kno-nn about the lending activities of private indi-viduals.

They do extend a significantly large part of the farm credit in Tennessee

but not, it appears, as large a proportion as they have in past years.
During the field survey for this study, many farmers mentioned this

decreasing role of the private lender.
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TABLE X7

AVERAGE TRUE ANIWAL INTEREST RATES ON 2^6 OUTSTANDING LOANS IN
TENNESSEE AT MAJOR FARM CREDIT SOURCES

Source

Number

of

loans

Average
interest
rate^ .10

Interest at

Percentile level
.50 .90

P.C.A. ^ Hi 6^7 6.3 6.8 7.0
N.F.L.A.° 20 li.o U.O U.O U.O
Comm. bank 105 7..6 6.0 6.2 11.5
Comm. bank

-dealer arranged 20 12.3 6.0 6.8 22.2
Insurance co. h U.2 li.O U.O U.5
Pvt. individual° la 8.1 5.0 6.0 11.0
Pvt. individual

-relative ® 10 U.5 li.O U.O 6.0
Dealer installment ° 68 17.7 6.0 18.0 28.7
F.H.A. 9 1+.7 ii.O U.5 5.0
Other 5 15.0 U.O 5.0 36.0

^•Interest rate includes all service charges, but does not include
loss of cash discounts, title search and lawyer fees, insurance, recording
fees, or stock purchases,

bRate has since been changed to ̂  percent.

■Rate only includes those loans on which Interest was charged.
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As lenders, private individuals can be divided into three classes:

relative lenders, landlords, and other investment lenders.

Relative lenders, that is, lenders akin to the borroTrer, make loans

often bearing no interest and rarely interest in excess of 6 per cent.

Father-son loans especially are usually non-interest bearing. Six of the

ten outstanding loans iwith relatives involved no interest charges. Another

common characteristic of such loans even tdien interest charges are present

is the absence of a iitritten agreement.

Landlords in the role of lenders are, quite common in Tennessee

especially in the cottom areas. Landlords sometimes extend non-interest

bearing loans, but most landlord loans are for the tenant's short-term

operation and bear surface interest rates of at least 6 percent. Often,

however, goods are exchanged instead of cash and charges may be hidden

in the price of the goods exchanged.

The other investment lenders consist of borrowers' friends and

neighbors as well as the more wealthy people of the community looking for

investments. These loans vary widely in their rates and terms and little

generalization may be made about their quality as a source of farm credit,

National Farm Loan Association (N.F.L.A,

The National Farm Loan Association-Federal Land Bank System was

organized in 1917 with the purpose of supplying to farmers long-term

credit at reasonable rates of interest.

^Information concerning the National Farm Loan Association was based
on Farm Credit Administration, The Federal Land Bank System, How It Operates,
Circvilar 55 (Washington: Grovernment Printing Office), 1955•
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The N.F.L.A.'s operate similarly to the Production Credit

Associations in that a 5 per cent stock purchase is required. They

differ in that at the present time most N.F.L.A. 's pay a dividend on

this stock v/hich cancels the interest on the money borrowed to pay for

this stock.

At the time of the survey for this study, the interest rate was

U per cent.^

Federal Land Bank loans require real estate mortgages, making sub

stantial initial do-nn payments quite common. But this initial cost is

less significant idien compared to the length of loan the Federal Tan^

Bank offers, between five and forty years.

The National Farm Loan Associations are enabled by law to lend

amounts up to $200,000. However, more practical limits are set by their
coilateral restrictions nhich limit loans to ^7 per cent of the **nonnal

value" of the real estate offered for security. Normal value is defined

as the average price of the property over the preceding seven years. The
Federal Land Bank is the initiator of the amortized loan and is the only
organized long—term farm credit agency which allows repayment without
penalty anytime during the loan contract.

There are twenty-one National Farm Loan Associations in Tennessee,
all serviced by the Federal Land Bank of Louisville, Kentucky. The
N.F.L.A.'s have no branch offices and the nearest loan office may be
considerable distance away. Many associations, however, do have periodic
contact points in stores spread throughout the hinterland.

^In December, 19$6, during the latter stages of the survey, this
rate was raised to h and one-half per cent, and three months later raised
again to 5 per cent.
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Farmers Home Administration (F.H.A.)^

A federal agency administered by the United States Department of

Agriculture, the Farmers Home Administration has operated vinder various

names since 1933. Farmers Home Administration loans are supposed to be

made only -when farmers are unable to obtain adequate credit at reasonable

rates and terms from other sources. The F.H.A. lends directly to farmers

and also insures loans through private lenders.

The Farmers Home Administration offers five major types of credit;

operating, farm ownership, soil and water conservation, farm housing, and

emergency. The F.H.A. will not lend for many types of consumption pur

poses. Depending on the purpose the interest rates are from U to ̂

per cent, except for emergency loans -vihich only apply when the area is

pronounced a farm disaster area by the President. The interest rate on

emergency loans is 3 per cent. The terms and maximxim sizes of loans also

depend on the pxirpose with a maximum term of forty years and the amount

not to exceed 90 per cent of the "fair and reasonable value of the farm"

for insured loans and ICQ per cent for direct loans.

Loans from the F.H.A. also have a supervisory character as all farm

expense checks must pass through the coimty supervisor's office. Assis

tance is also given borrowers in preparing farm production and operating

plans and in keeping records. An F.H.A. contact point or office is in

every Tennessee county.

concerning the Farmers Home Administration was based
Department of Agriculture pamphlets. Farm Ownership Loans, PA 62,

956, and Thumbnail Sketch of the Farmers Home Administration^ 19^6.



 , 100
Merchant and Dealer Credit^

The most common type of dealer credit is the charge account or

"open book" credit for idiich there is usually no interest charged, at

least for the first thirty or siicty days. Some dealers charge a small

rate of interest after this time. Charge account credit is convenience

credit and is usually repaid within the allowable time.

Because its purpose as credit is convenience rather than economic

production or consximption, charge accounts were only investigated to a

small degree in this paper. The most important economic aspect of charge

account credit is that in some cases a cash discount may be lost.

Becoming popiilar is dealer installment credit which differs from

charge account credit in that it involves a formal written contract. The

buyer has the use of the goods but does not receive actual title until

the goods are completely paid for. Repayment terms are usxially set up

foT less than two years but on occasion will extend three or even five

years. Interest rates on this type of credit are among the highest, partly

due to the installment repayment plan and partly due to the Hi ffj cnlty of

buyers in determining what the actual true rate of interest is. The true

annual interest rates usually range between 11 and 2^ per cent and

occasionally higher (see table XV). Also on occasion, no interest at all

is charged. In addition to the interest rate, the cost effects of the

loss of a cash discoimt may run anywhere between 2 and 2$ per cent of

the cash price of the item.

^Information on dealer credit was based on Ruby Craven, Family
^siness Matters, Circular No. liUt (Rockhill, S. C.: South Carolina
Extension Service, 1952), p. 2.
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The main attributes of dealer installment credit are its

convenience and the creation of bargaining power with the seller to keep

the merchandise involved in good repair. Almost all appliance and

machinery dealers offer installment credit with practically no upper

limit, Uiere is no risk to the merchant as he retains title to the

merchandise. In fact, in cases of default and repossession the dealer

may actually make a profit.

Dealers who do not have the necessary capital themselves for this

type of financing usually procure it in one of two ways. They either

borrow the money from the bank at a lower rate of interest than they

charge their customers, or they use a financing plan offered by their

manufacturer or one of the various commercial concerns set up for this

purpose. Sometimes, they have the famer deal directly with the bank.

!Ihese instances are discussed above under commercial bank.

Production Credit Association (P.G.A.)^

A quasi-govemment but almost completely farmer owned (in Tennessee)
credit cooperative, the Production Credit Associations have been extending
short-term credit to farmers since 1933. Although operating under a

permissive policy of 3 year loans, most P.C.A. loans are for a one year
duration.^

5

on Farm conce^ng the Production Credit Association was basedpamphlets, l^at Jon ^ Know About Your
CreSt S^tS^ Anniversary, g^FrSd^tiSS"

since 1957!^® ̂  investment purposes
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There are nine Production Credit Associations in Tennessee, all

operating from the Federal Intermediate Credit Bank in Louisville,

Kentucky. Interest charges are usually 6 per cent with an additional

service charge of 1 per cent or less, the interest and service charges

varying slightly from association to association. The associations only

charge interest for the time the borrower has the loan which makes their

advertised rate of interest an actual true annual interest rate.

Membership and ownership of stock (to the extent of 5 per cent

of the loan) in the association is a prereqioisite to borrowing from the

P.O. A, If the advantages of ownership and self-management are not con

sidered, this 5 per cent stock ownership (on which dividends are not

paid) makes the actual interest charges roughly comparable to the

interest discounting procedure commonly used by banks.

There are no restrictions on the purposes for -vdiich the Production

Credit Associations may lend money. Also pertinent to the P.C.A.'s is

their "line of credit" or "budgeted loan" Tidiich sets up an account for

the farmer from which he can draw as needed.

There are for each of the nine associations in Tennessee four or

five branch offices or contact points. Although P.C.A. contact points

are more numerous than those of the N.F.L.A., not every county is served

and a prospective borrower might have considerable distance to travel to

contact the P.C.A,

Insurance Company

Insurance company loans comprise a small but significant part of
the real estate mortgage debt in Tennessee. Interest rates are among the
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lowest (usually li per cent) with liberal amounts extended for long terms

(most commonly between ten and twenty-five years). Similar to other long

term credit sources, there are often substantial initial charges.

Loans are usually set up under rigid terms and may only be repaid

as payments are due. Although insurance companies may lend larger

amounts with the same security than will the Federal Land Bank, they are

far less flexible in their dealings vrith farmers. Companies do occasionally

have representatives in rural areas, but most loans are handled through

field agents or direct with an insxirance company office in an urban

center. Insurance companies do a minimum of farm loan advertising and

may be the most difficult of all types of lenders for farmers to contact

and arrange loans.

Others

Other sources of credit iised by farmers are of little significance

in the farm credit picture in Tennessee, They include finance companies,

credit unions (through off-farm jobs), G, I, loans, and Federal Housing

Administration loans. VBien added together they consist of just 2 per

cent of the total debt load of Tennessee farmers (see table XIV).

Factors Determining Farmers• Biowledge of Credit Sources

Ihe construction of the knowledge scale was related in previous

chapters. The purpose of the scale was to measure the range of farmers'

knowledge of credit source alternatives. The distribution of farmers on

the scale is listed in Appendix A, Table III.
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This section is concerned with the causal factors which determine

fanners' knowledge of loan sources# That such knowledge was important

in influencing credit action was illustrated in Chapter IV. Analyses of

regression and variance similar to those which were done in the two pre

vious chapters were done with the knowledge score as the dependent

variable. The nine variables accounted for per cent of the varia

bility in the knowledge score (see table XVI).

Attitude Index (X2)

Attitudes were important in their direct and indirect influence

on farmers' knowledge of sources (see Table XVHI)."^ They were, however,
not nearly so important as deliberation (see Table XVII). Although the

attitude index accounted directly for U.U per cent of the variation in

the knowledge score, in its joint association with deliberation, attitudes

accounted for another 10.3 per cent of the variation. Deliberation

resulted in more positive attitudes about credit and in the gathering of
more infonnation about credit. This high level of joint association

tends to support the thesis proposed in Chapter II that deliberation is

the catalyst by which attitudes can function.

Conversely to their influence on the amounts farmers borrowed,

the joint association of attitudes and age subtracted slightly from the

explanatory power of attitudes on knowledge. Older farmers had less

positive attitudes about credit, but they had slightly more knowledge of

credit soxirces.

"^^1+3.m ; ri^2.m = •2U6.
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TABIE XVI

MULTIVARIATE COREEIATION AM) REC3RESSI0N ANalXSIS OF

THE KNOWIED® SCORE

Dependent Variable: Knowledge Score (Xlj.)
Sattgjle: 500 Fanners

Independent
vailable

Significance
Gross Partial Partial of partials

correlation correlation regression at level
coefficient coefficient coefficient indicated

r ^.m ^U.m

Xg Attitude index .536 .2J46 .9IU .001

Deliberation index .658 .1|68 1.630 .001

^5 Age -.031 .091 .020 .02

Education .U53 .283 .266 .001

X7 Sales .273 .122 .008 .005

^8 Tenure status -.15U .055 .25U .10

X9 Per cent crop
income -.06I4. -.076 -.005 .050

H

State area -.187 -.166 -.613 .005

^11 Per cent off-farm
income -.087 -.027 -.002 .30

^ " .73857, significant at
Coefficient of multiple
correlation

Coefficient of multiple
detennination

Coefficient of non- _
determination " (1 - •U5U5h, significant at

Regression constant a » .77285

R^ ̂  significant at
.001

.001

.001
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TABIE XVII 

VAmNGE ANtUZSIS OF THE REGRESSION EQUATION OF THE KNDWIEDGE SCORE 

Dependent Variable: Knowledge Score (Xj^) 
Saiiple: ^00 Fanners 

Symbol Independent variable 

X2 Attitude Index 
Direct association 

Indirect association: 

X2X3 Attitude -Deliberation 

X2X5 Attitude -Age 
X2X6 Attitude -Education 

X2X7 Attitude -Sales 

X2X8 Attitude -Tenure 

X2X9 Attitude -Per cent crop income 
Attitude -State area X2X10 
Attitude -Per cent off-farm income X2X11 

Deliberation Index 
Direct association 
Indirect association: 

X3X5 Deliberation -Age 
Deliberation -Education X3X6 

X3X7 Deliberation -Sales 

X3X8 Deliberation -Tenure 

X3X9 Deliberation -Per cent crop income 
Deliberation -State area X3K10 

X3X11 Deliberation -Per cent off-farm income 

Direct association: 

X^ Age 
Education 

Sales
^7 Tenure X8 
X9 Per cent crop income 

State area XlD 
Per cent off-farm income ^11 

Total oaqplained variation 

Residual of explained variation 

Coefficient of multiple determination 

Unexplained variation 

Total variation in X^ 

^U2.m 

2(r23 /3U2.mi3U3.m 
2(^25 0l;2,mAU5*iii 
2(2*26 /3i;2.mpI]6.m 
2(2*27 y9U2.mAU7.m
2(r28 /3U2.mgU8.m
2(2*29 pU2.mflU9.m
2(r2,10/3U2.mfll|,10.m)
2(r2,lipU2.mJflU,ll.m) 

2 

Pli3»m 

^(^35 j3U3.nij9U5.ni I 
2(2*36 /3U3.mj3U6.m )
2(r37 SU3.nipU7.ni j 
^(^38 PU3.nipU8.m )
2^39 ^U3.mpU9.m )
2(2*3,10AU3.mPU,10.m)
2(r3,ii^U3.ni/3U,ll.m) 

^2^5.m 
32^.m 
^2^7.m 
32^8.m 
32^9.m 
32ii*10.m 
3 U,ll.m 

Kim "i 

Fraction of variability 
in knowledge scores 

accoiinted for 

.OU369 

.IO3UI 
-.00379 
.O296U 
.ooUn 
-.00337 
.00029 
.00635 
-.00022 

.20156 

.0006U 

.07U99 

.01U33 
..01061 
.00097 
.0031U 
.00128 

.00509 

.05662 

.00892 

.00196 

.OO2U3 

.01U5U 

.00037 

.5^3U 

-.01088 

.5U5U6 

.U5U5U 

1.00000 
H 
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TABLE XVIII

FARMERS AVERAGE KKO'iVLEDGE SCORES BT GENERAL ATTITUDE
INDEX MD STATE AREA

State area
Number of Average

Attitude index farmers knowledge score

West Teimessee Strongly in favor 1$ li;
In favor 75 10
Undecided h2 6
Against 10 5
Strongly against 8 3

Middle Tennessee Strongly in favor 11 13
In favor 77 9
Undecided 59 6
Against 77 5
Strongly against 11 k

East Tennessee Strongly in favor 2 13
In favor 68 8
Undecided 59 6
Against 27 5
Strongly against h 5

Total 500 Average 7.5
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The attitude index-education jointness indirectly increased the

amount of explained variation in the knowledge score by almost 3 per

cent. Knowledge of sources was increased by education through its

favorable effect on attitudes.

Deliberation Index (X3)

Deliberation was the single most important factor influencing the

knowledge score. In its direct and indirect effects it was associated

with knowledge to the extent of accounting for 39 per cent of the

variation in the knowledge score. Directly it accoimted for slightly

more than 20 per cent of the variation. As it was influenced by

education it accounted for another 7.5 per cent of the variation. Ihere

was also a small positive indirect effect with sales and a negative one

with tenure.

Considering the direct effects only, an increase in one point on

the deliberation scale would cause an increase in 1.6 points on the twenty-

one point knowledge scale. A comparable increase in the attitude index

would cause less than a one point increase in the knowledge scale.^

Age (X^)

Age appeared to have very little effect, direct or indirect, on

farmers' knowledge of credit sources, lhat little it did have uras

positive in that older farmers had slightly more awareness of credit

sources than younger farmers.

8bU3.m - 1-630J b^2.m "
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Education (X^)

In spite of its negative association Yiith the amounts farmers

borrowed, education was a very important determinant of farmers' know

ledge of credit sources. Considering the direct association alone,

education accounted for per cent of the variation in the knowledge

score. It accounted for another 10 per cent through its joint effects

on attitude and deliberation. Table XIX lists the average knowledge

scores of farmers f&io achieved various educational levels.

Sales (Xy)

Despite the high joint relationship of sales and knowledge on

the amount borrowed, sales had little effect on knowledge. This measure

of size of farm acco\inted directly for less than 1 per cent of the

variation in knowledge scores and a $100 increase in sales would result

in just a .008 point increase in the knowledge score.? Sales had a

joint association witJi deliberation accounting for l.U per cent of the

variation, the operators of large farms deliberating and procuring more

knowledge about credit.

Tenure Status (Xg)

Although tenure had little effect on knowledge, it was significant

because the effect it did have was reverse from what had been originally

hypothesized. Ovmers deliberated somewhat more about credit than did

sharecroppers, and they also had slightly more knowledge of credit. But

\7.m - -OOS.
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TABLE XIX

FARLiERS' AVERAGE KNOILEDGE SCORES AT ALL LEVEIS OF EDUCATION

Last grade of
school completed

Number
of farmers

Average
knoTrledge score

0

1

2

3

h

5

6

-v \ A ^

10

11

12

College: 1 year

College: 2 years

College: 3 years

College: 1: years or more

Total

25

11

16

37

k9

k8

37

li3

103

18

18

21

55

8

2

2

7

500

t. V

Average

5.1i

li.5

it.il

5.ii

6.2

6.6

7.2

7.1

7.8

9.8

8.0

9.8

10.7

8.5

10.0

11.0

li|.3

7.5
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their knowledge was in spite of, not because of, their tenure status.

The gross correlation of tenure status with knowledge was negative, but

its partial correlation was positive Thus the causal effect of tenure

was toward sharecroppers having more knowledge about credit than farm

owners, even though in absolute teniis, the owners had the higher level

of credit knowledge.

Twenty-seven and four-tenths per cent of the sharecroppers were

Negroes, Although Negroes and whites achieved approximately the same

average knowledge scores, Negroes made slightly higher scores when com

pared by tenure status (see Table XX), This relationship existed because

just 9 per cent of the whites were sharecroppers while ^1 per cent of

the Negroes were sharecroppers. The group which achieved the highest

knowledge scores were the Negro owners; the lowest, the white share

croppers, Because of the Negroes' lesser amount of inherited wealth,

a Negro who achieved ownership status would most likely have to use

extensive amounts of credit, which would explain his better knowledge

of credit.

Per Cent of Income from Crops (X9)

This measure appeared to have no more influence on knowledge

than it did on the amount borrowed. It had very slight effect, directly

or indirectly.

10.r^3 = -,l5Uj ri;8.ra = *0^^'
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TABLE XX 

FAHMEEJS' AVERAGE KNOWLEDGE SCORES BY RACE AND TENURE STATUS 

Race Tenure status 
Number of 
farmers 

Average knowledge 
score 

White Owner-operator 

Renter 

Share cropper 

366 

k9 

liO 

7.8 

7.7 

5.1; 

Negro O«mer-operator 

Renter 

Share cropper 

11 

11 

23 

9.1 

8.9 

6.1 

Total 500 Average 7.5 

■ i" "m "i 1^"- » 
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State Area (Xiq) 

State area accoionted for I.I4. per cent of the variation in the 

Icnowledge score. The reason is probably simply that more West Tennesseans 

■used credit and they iised more of it than Middle or East Tennesseans. 

Table XXI sho'ws the differences in knowledge scores bet'ween those 

fanners "vdio did and those lAio did not borrow in the -three areas of the 

state. It can be seen that West Tennessee non-borrowers had about the 

same knowledge level as the East Tennessee borro-wers. 

This, however, does not explain itaj in Middle Tennessee, an 

area -which had an even lower percentage of farmers borrowing than 

East Tennessee, the farmers should have average knowledge scores almost 

comparable to the high borrowing West Tennessee farmers. Even though 
fewer farmers in Middle Tennessee borrowed, the average borrowing 

farmer (^882) in Middle Tennessee -was higher than the average 
borro-wing per farmer ($8l8) in East Tennessee. Sampling error might 
also be a factor as the randomness of the sample appeared to select 

a greater number of the more industrialized and urbanized counties 

in East Tennessee than it did in Middle Tennessee. 

Per Cent of Income from Off-Farm Sources (X^j) 
It was thought that farmers whose main source of income was 

not their fann business would not have as much interest in or knowledge 
of farm credit sources. This -was true to a degree so slight as to 
be significant only at the .30 level. 

A possible reason for this low value is that many of the part-
time farmers may have been potential full-time farmers in that they 

* r,. 
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TABLE XXI

DIFFERENCES IN KNOl'VIEDGE SCORES BET^VEEN FARl^IERS TOO HAD AND TOO HAD
NOT BORROTOD TOTHIN A THREE-IEAR PERIOD BY STATE AREA

State area Borrowing status
Number

of farmers

Average
knoTfledge score

West Borrowers loU 9
Non-borrowers 1;6 7

Middle Borrowers 88 9
Non-borrowers 102 6

East Borrowers 96 7
Non-borrowers 6h 6
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were atten^jting to supplement their income until they could reach such

size as to farm full time. This type of farmer would be interested

and acquainted with credit sources even though just a small percentage

of his income came from the farm.

Summary

A farmer with a high knowledge of credit sources would most

likely be an older farmer, highly educated, and renting or sharecropping

a large farm in West Tennessee. More inportant than these factors,

however, would be his attitudes toward credit and the amount of

deliberating he did about it.

The nine factors under investigation accounted for 5U.5 per

cent of the variation in farmers' knowledge scores.

Knowledge of Credit Source Alternatives

Maiy farmers appeared to have little conception of the range

of credit sources available to them. Wien a loan was under consideration

extremely few farmers had knowledge of more than two alternatives from

which to make a selection. Mary farmers had knowledge of just one sotirce,

and a veiy considerable number had none.

Every one of the 500 farmers was asked the question: "If you

desired a $500 loan for one year or less for yotir farm operation, to

what credit source would you apply?" The answers to this question

and the reasons given for the answers are listed in Appendix A, Table V.

Forty-two farmers said that they did not know vrhere they would go for

such a loan.
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A similar question was asked for a long-term loan. -192 farmers

said they did not know where they would go, and most of them said or

intimated that they didn't know of any loan source at which they

thought they could get the type of loan in question (see ̂ pendix A,

Table V).

A sTirprisingly large percentage of the farmers who did giv®

a so\3rce gave as their reason that for one reason or another they

considered it their only alternative. I4O.I per cent of the farmers

gave this reason for a short-term source. This included per

cent who stated that it was the place they thought they were most

likely to receive a loan, and 12 per cent who said that they did

not know of any other source. To the comparable question on long-

term credit, a smaller percentage of farmers gave only alternative

as the reason for their credit source selection. This was probably

because there were ll|l fewer farmers who gave a long-term source

as who gave a short-term source, and the large group who had short-

term possxbilxtxes Ixmxted to one probably had long—term possibilities

limited to zero. But only alternative was still given as a reason

27 per cent of the farmers who mentioned a long-term source. This

27 per cent again included 7*5 per cent who responded that it was

the only or most likely source at which they could get a loan, and

^3*^ P®r cent who stated that they knew of no other source which

gave long-term loans.

Ihen the borrowers were asked what factors they liked about

the loans they had outstanding, many similar answers were given.
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For forty-three of the 296 outstanding loans the answer was that they

had not been tumed down. For nineteen others the statement was

made that there wasn't anything they "especially" liked. The mere

fact that a loan was granted seemed sufficient justification to

patronize a credit source.

These answers would be justified if there were evidence of

serious external capital rationing. But most capital rationing

appeared to be internally created by farmers' lack of knowledge of

its availability. The forty-two farmers who said that they did not

know vhere they would go for a short-term loan scored an average
of i;.8 on the knowledge test. The 182 idio said they did not know
where they would go for a long-term loan scored 5.8. These figures
are 2.7 and 1.7 points below the 500 fanner average. Of the fanners
who did mention, a short-term source, those who said that it was the
one at which they thought they were most likely to get a loan

scored an average knowledge score of just 6.5 and those who said
that it was the only source they knew of scored 5.5. Similar
results occurred for long-term loans.

Farmers alternative possibilities for credit were veiy
limited, but they were Hmited by their own lack of knowledge of
them.
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I&iowledge of Specific Source Alternatives

Mar^ farmers did not appear to have knowledge of the existence of

some of the faim credit agencies. Some indications of their awareness

of the various agencies can be gained from t heir answers to the specific

questions on the knowledge scale in Appendix A> Table I. Just UO per

cent knew that insurance companies ever made farm loans, barely 10 per

cent knew that the initials P.O.A, stood for the Production Credit

Association (and these initials are the associations' name in their

advertising programs). Twenty-four per cent knew of an office at which

they could obtain a loan from the P.O.A,,and 30 per cent knew of an office

of the National Farm loan Association. Forty-two per cent answered that

they thought there was a government agency which made loans to farmers

who could not get adequate credit elsewhere, but only 11 per cent knew

the name of the agency, the Farmers Home Administration.

There was a popular misconception among farmers about which

sources were and were not government agencies. TUhen asked where they

would go for long-term loans, forty-two farmers stated that they wovild

go to the government. On probing it was found that seventeen of these

farmers really meant a National Farm Loan Association, and five were

thinking of the Farmers Home Administration. For the other twenty farmers

it was not possible to determine what agency they were thinking of when

they said "Government". This misconception is probably even more common

than is indicated here for any farmer who did not believe in "government

lending" would not have mentioned the government, or any agency he thought

was associated with the government, as a desirable source of credit.
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The farm credit cooperatives vrere less well knoum than the banks,

probably because of their younger age and fewer niunber of contact points.

It would be expected that only farmers -nith a fairly high level of

knowledge about their credit source alternatives would have the opportunity

to make contact with the lesser known credit cooperatives. A similar case

would be expected for insurance companies.

Table XXII gives the average knowledge scores of the patrons of

each of the major credit sources. Earmers who patronized certain sources

achieved significantly higher scores on the knowledge scale than those

who patronized other sources. The highest scores by sources were achieved

by P.C.A. and N.F.L.A, borrowers. Their average scores of 13 and II4 were

approximately 20 per cent higher than the scores of the bank borrowers,

and 30 per cent higher than those who used dealer installment credit or

dealer arranged bank credit. Insurance company and Farmers Home

Administration borrowers scored not quite as high as the borrowers from

credit cooperatives but higher than the bank borrowers. Installment
I

credit users, whose knowledge was among the lovrest, would in most cases

have this credit offered to them by the dealer, even if thqr did not apply

for it first. Little knowledge was needed to contact them. But as the

interest rates on this type of credit are the highest of all sources, it

appears that many might patronize dealer credit because of limited

knowledge of alternatives.

The differences between the knowledge scores of the patrons of

each source were even more extreme when each patron's score was counted

only if he used that source as his major source of short, intermediate.
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TABIE mi

FARI'ERS' average; KNOWLEDGE SCORES BY THE SOURCES OF CREDIT
WHICH THEY PATRONIZED

Avg. knowledge score of farmers using
sources for;

Source

Outstanding
loans

Past

loans

Short-

term

Intermediate

term

Long-
term

P.C.A. 13.8 lU.3 ii+.5 - -

N.F.L.A. 13 .U lU.O -
- 13.2

Commercial bank 9.2 9.5 9.U 9.3 8.8

Commercial bank-dealer

arranged 7.1 5.7 5.9 5.3 -

Insurance conpary 12.0 - - 9.0 13.0

Finance coitpary - 7.5 6.0 - -

Pvt. individual 8.3 7.5 6.9 7.1 8.6

Pvt. individual-relative 9.6 6.8 5.8 6.7 12.8

Dealer installment 7.6 8.U 6.6 8.3 10.0

F.H.A. 11.8 10.3 9.0 12.0 10.5

Other 10.2 12.0 11.0 13.0 7.5

No sotirce used 6.5 6.U 6.5 7.U 7.1

Average knowledge score,
all farmers 7.5

®Major source was defined as the source at which a fanner had his
largest (or only) short (one year or less), middle (more than one year
but less than five years), and long (five years or longer) term loans.
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or long term credit. Each borrower was counted under the sources at

which he had his largest short, intermediate, and long term loans

(see J^pendix A, Table IV).

For almost all sources, the patrons' average knowledge score was

higher than the ^00 fanner average which included the non-borrowers.

Those farmers who had no loans outstanding scored an average of 6.5, or

one point below the average of all farmers.

Jppendix Table VI summarized the percentages of right answers for

four groups of farmersj the patrons of the source referred to in the

question, the non-patrons of the referred to source, those who were

non-patrons of the referred to source but who borrowed elsewhere, and

those who did not borrow anywhere.

As expected, the patrons of the referred to source had the highest

percentages of right answers. This was especially true of the lesser

known farm credit cooperatives and insurance conpanies. The one exception

was the users of dealer installment credit who had a lesser knowledge of

such credit than those who used some credit but not dealer instaHnent

credit. This is grounds for a possible presunption that as farmers

receive more knowledge about dealer installment credit, the less they use

of it.

Fanners who did not borrow anywhere gave very small percentages

of right answers. This was probably due to the lack of interest of non-

borrowers in credit sources. A farmer who does not plan to borrow will

not make much effort to seek information about loan sources, nor will he

give such information much attention even if it is brought to him. The
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knowledge scale might be considered biased to the extent that a fanner

who patronized a credit soTirce should have good knowledge of at least

one source mereHy through its use. This bias was negated by the

assuitption that he must have had at least some previous knowledge of the

source before applying to the source for a loan.

Thus the evidence further indicates that farmers' credit

alternatives were seriously limited by their lack of knowledge of the

alternatives. Many farmers appeared not to have knowledge of even the

existence of many credit sources. Not only does this limit their credit

possibilities, but it also limits their source alternatives for

conparative or evaluative puiposes. Farmers' ipso facto knowledge of

their credit alternatives limited their choice even before any consideration

of their desirability was made. As there was little knowledge of many

of the lower interest rate sources, the portion of the credit market to

which limited knowledge restricts them is probably not the most desirable

portion.

It should be noted that efforts to furnish better quality credit

to farmers are of little avail, if additional efforts are not made to

educate them of its existence.

Deliberation About Sources

In spite of their limited knowledge of source alternatives,

farmers appeared to make little effort or even have an interest in

improving their knowledge of credit sources.

Of the borrowers who had given only alternative as the reason for

which they patronized their particular credit source, just 13 per cent
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stated that they had actually "seriously considered" any other soxirce

for their loan. For just thirty of the 296 outstanding loans did the

borrovrers say they had considered other possible sources before taking

their present loans, and just eighteen (6 per cent) of the loans did

they say were ever refused at some other source.

3Ihe holders of the 266 loans iwho said they had not considered

another source were asked why they had not considered any other source.

The results to this question are listed in Table XXin. Such results

illustrate the difficulty which people have in explaining their own

non-deliberative or habitual behavior. If they could give reasons for

such behavior, such behavior would not be habitual. It is probable that

those farmers who did give an explanation other than a repetition of

their non-deliberativeness were not acting as habitually as the others;
i.e., a deliberative decision on credit sources was made in the more

recent past, and the attitudes idiich determined that decision were still

fresh in their minds.

It does not appear, however, that this habitual behavior was based
on sound past judgments of knowledge. The next section will show some

results of this habitual and uninformed behavior.

Farmers ' Knowledge of and Deliberation About Interest Rates

The preceding sections of this chapter dealt mainly with farmers«

knowledge of credit sources, i^ facto. This section will deal with his
knowledge of the interest rates at the various farm credit sources and his
understanding of how such rates were calculated.
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TABLE XXIII

i?EASONS GIVEN BI FARMERS IN REGARD TO TlfHt THE! HAD NOT CONSIDERED ANY
OTHER SOURCE BEFORE TAKING THEIR PRESENT LOAN

Reason

Loans for iiihich reason
"was given

Number Per cent

Easier and more convenient here.

Received good service in past.

Knew could get it here; didn't
need to look at any other.

Don't know, no particular reason.

Don't know of any other source.

Thought this about as good as I
could do.

Lowest interest here.

Was advised that this was a good
place to borrow.

Other.

No answer.

Total who said they did not
consider any other sourcel

Total who said they did consider
another source.

Total number of loans.

89

30

28

35

23

11

9

19

8

266

30

296

J [

33

12

11

13

9

5

k

3

7

3

89.9

10.1

100.0
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Fanners had very little knowledge of the practices of various

sources, as can be evidenced from the knowledge scale questions (see

^pendix A, Table I). Just 26 per cent knew that insurance conpanies

specialized in long-term loansj 20 per cent knew witliin a 2 point range

the actual interest rate of the National Farm Loan Association; less than

10 per cent knew the rate within the same range for the Production Credit

Association, and just 6 per cent of those who did not patronize the P»C,A,

knew this interest rate (see Appendix A, Table IV).

Knowledge of Interest Rate Calculation

A lack of knowledge of the interest rates at sources which a

farmer does not patronize may be a serious hindrance to his economic

and productive usage of credit. But a lack of knowledge of interest

rates at other sources is not nearly so serious as a lack of knowledge

of the interest rates at sources which he does patronize, and mary farmers

did not have such knowledge.

Table XXTV lists for the 296 outstanding loans the interest rate

which the farmer beHeved he was paying and the actual interest rate he

was paying as figured by the investigator. There were wide differences

between these figures, especially among the higher rate loans. Eighty-two

(28 per cent) of the loans had interest rates in excess of 9 per cent per

annum. For just ten of these ei^ty-two loans did the borrower know

that he was paying a rate in excess of 9 per cent. Oidy in rare cases

did boirowers realize the adverse effects on interest rates of interest

discounting procedtires and installment repayment plans without

accoitparylng adjustments in interest charges. For fifty-two of the 296
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loans, the borrowers said that they did not even know how much interest

they were payir^. The average interest rate for these loans was 1^,9

4. 11per cent.

The interest rate a farmer paid was related to his knowledge

score. Those borrowers who scored five points or less on the knowledge

scale thought they were paying an average of 5*9 per cent on their loans

but were actually paying 8,0 per cent. Those boirowers who scored

sixteen or better thought they were paying an average of 5»2 per cent on

their loans and were actually payir^ an average of 5*5 per cent, HEigh

knowledge farmers paid less interest than low knowledge fanners. Similar

to the farmers with high knowledge scores, the farmers with high delibera

tion scores had more realistic opinions of the interest rates which they

were paying. Farmers who were scaled as highly deliberative paid lower

interest charges than farmers who were scaled as making little or no

deliberation about credit.

Not only did fanners not have knowledge of the actual interest

charges they were paying, but they did not believe that such knowledge

was inportant. Farmers made very few efforts to inprove their under

standing of interest rates. For 218 of the outstanding loans, farmers

said that they did not know of any source which lent at a lower rate of

■'^he reason for this high rate was that most of these loans for
which borrowers did not know the interest rates were of the dealer in
stallment type. This is usually a veiy high interest type of credit and
one in which the interest charges are easily hidden. Had the losses from
cash discounts been figtired into these rates, they would have been higher
still.
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interest than the one which they patronized. These borrowers thoiight

they were paying an average interest rate of 5.76 per cent. Actually,

they were paying an average rate of 9.68 per cent.

The problem of farmers' understanding of interest rate calculation

is interconnected with their lack of knowledge of their other alternatives,

It is unlikely that a farmer will make much effort to inform himself of

his alternative sources until he understands the actual rate he pays at

his present source. The reason that 7U por cent of the farmers did not

know of any lower rate sources when these same farmers paid an average

interest rate in excess of 9 per cent was that (1) they did not realize

how high an interest rate they were actually paying, and (2) they were

not acquainted with the existence of or the amount of interest charged

by alternative sources.



CHAPTER VI

FARI.iERS' PREFERENCES OF LOAN PRACTICES AND SOURCES

Introduction to Chapter VI

A preference is an attitude, and thus an evaluation pro or con.

As was mentioned in Chapter II, besides this characteristic, attitudes

also have the characteristic of strength. An attitude may evaluate a

phenomenon in a ceTrtain direction, but if this attitude has little

strength, that is, if it is not to any degree dominant and central in

the decision at hand, then this attitude is of little importance. Its

predisposition for and influence on action is negligible.

It is not enough to know the object value of an attitude. One

must also know how important that attitude is to a person, aid to what

extent it influences his action. In the attempt to determine the

characteristics of loans and loan sources to which feirmers have favorable

and unfavorable attitudes, this factor of attitude strength -was considered.

Two different questioning techniques were utilized. To measure

strength, the technique was to ask farmers what factors they particularly

liked about the credit sources with which they were dealing. Farmers

were also asked to name the sources to idiich they would apply in the

event they wanted short or long-term loans, and were then asked why they

would apply to those sources rather than others. It was believed that

by getting farmers to volunteer such reasons and preferences they would

mention the characteristics uppermost in their minds, i.e., it was hoped

that they would mention those beliefs which to them had the most strength.
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The second questioning technique was directed at determining the

farmers' object value toward certain preconceived (by the investigator)

characteristics. This was done by direct questions on past loans. Of

course the open ended questions determined the object value as -well as

the strength, but certain loan characteristics were originally

hypothesized to be of prime importance.

By combining the results of these questions it was hoped to

arrive at a cross-measure on the open responses of farmers' loan

preferences.

Farmers' Shoirb-Term Source Preferences

THhen asked where they woiold go for a short-term loan supposing

that they WEUited one, 358 of the farmers said that they would go to the

bank (see Table XXV). Ninety-eight of these farmers offered as a reason

the fact that they were better acquainted -with banks than they were with

other loan sources. This reason seemed particularly, if not peculiarly,

restricted to banks because from the ninety-six farmers who said they

would patronize other short-term loan sources, it was mentioned only

nine times. Most farmers gave more than one reason for their source

preferences.

It wo\xld appear that those who would patronize banks would do so

because of an already established acquaintanceship with the banker

rather than for other reasons. This contention is further supported by

the fact that only 16 per cent of the reasons why farmers would patronize

banks referred to the desirability of the loan terms while for the
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Production Credit Associations and Private Individuals, the banks main

competitors in the short-term farm credit field, iU. and hk per cent

respectively referred to the loan terms. Those farmers inho mentioned

banks also seemed to value convenience and less "red tape" more than did

the others.

Knowledge seemed to play little part in the farmers' value of

acquaintanceship with their creditors or in their preference of banks

over other sources. Ninety-seven farmers (2? per cent) offered as the

reason for their bank preference the statement that it was either the

only loan source at which they thought they could get a loan or the

only source they knew about. Similarly, 22 per cent of those idio said

they would go to the Production Credit Association and 27 per cent of

those who would go to a private individual, gave these answers as their

reasons.

Production Credit Association borrowers seemed to value low

interest rates as 63 per cent of those who preferred P.C.A. mentioned

low interest. The friendliness of the agency personnel also counted

highly with the farmers yiho preferred P.C.A. Thirty per cent of them

mentioned friendliness while only 12 per cent of the bank borrowers

mentioned it, and of those who preferred borrowing fixjm a private

individual, just 2 per cent mentioned friendliness.

The appeal of the Private Individuals as a source of credit was

low interest and dependability of renewal through their not pushing for
repayment. Twenty-one per cent of those 'vrtio preferred this source

mentioned this latter reason. For both the bank and the P.C.A., this
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reason was given about ij. per cent of the time or less than one-fifth

as frequently.

Farmers • Long-Term Soiirce Preferences

IWien asked about their probable actions in long-term borrowings

some different types of responses appeared (see Table XXVI). Of the $00

farmei^ asked the question of -vdiere they would go for a long-term loan,

182 of them stated that they did not know. They explained either that

they did not know of anyone tdio extended long-term credit or that they

had never thought about it and woiald have to check around. Thirty-five

farmers (over and above this 182) stated that they would never take such

a loan under any conditions. In most cases, fear of inflexible payments

was the reason given. These answers were discussed briefly in Chapter V.

Of the 282 farmers mentioning a long-term credit source, 128

gave the National Farm Loan Association as the source to which they would

prefer to apply. Seventy per cent of these farmers gave as their reason

a low interest rate. Only one mentioned personal acquaintance as a

reason, vdaile twenty-six or 32 per cent of those who said they woiild

patronize the bank mentioned personal acquaintance. Thus, the major

differences in the reasons why farmers said they would patronize the

N.F.L.A. or the bank for long-term credit were the same as the reasons

why they would patronize the P.O.A. or the bank for short-term credit,

only more extreme.

For long-term credit, farmers seemed to place a greater value on

low interest than they did for short-term credit, as one would expect.
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Of all the fanners irtio gave a short-term credit source, just 21 per cent

mentioned the interest rate as important; "vdiile for long-terra sources,

I4.7 per cent mentioned the interest rate. Also for long-terra sources,

58 per cent of all the reasons given referred to the loan terras "while

only 22 per cent of the reasons for short-term sources referred to the

loan terms. Convenience and less "red "tape" "were discounted by farmers

in the selection of a long-term source; apparently because the amounts

involved "were large and transactions were infrequent. Convenience and

"red tape" "were mentioned only seventeen times by "the 282 farmers "who

mentioned a long-term source and I3I times by the hBh farmers "mho

mentioned a short-term credit source. Still, as in the case for short-

term credit, nifiien given as a reason, it "vras usually applied to banks.

It "would appear that for short-term loans, farmers consider

small differences in interest rate negligible. For longer terra loans,

the interest rate becomes a more serious factor. This same consideration

spread through other aspects of loan agencies. If a short-terra source

offered convenience and friendliness, it "was enough. A long term source,

ho"wever, must offer the fanner desirable loan terms.

The above relationships existed even "though interest charges in

some cases varied as much as 15 per cent for comparable short-term loans.

It would appear "that under present conditions in "this area. Production

Credit Associations and other short-term lovr cost lenders are not likely

to be a very potent factor in providing leadership in improving the "terms

and charges on short maturities. However, if "through credit education

farmers can be made more familiar with and alert to the costs of short-

' '■'' ^
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term credit, these conditions need not necessarily be present. Apparently,

the lack of credit knowledge of farmers is a seriously limiting factor to

the improvement of the short term loan market. Further support for this

conclusion is provided by the fact (referred to above) that those farmers

who did use low cost lenders such as the P.C.A. said that they did so

because of low interest. Such relationships suggest reasons why P.C.A.'s

and other low cost short-term lenders should be more interested in credit

education than either the high cost short-term lenders or any of the

long-term lenders.

Borrowers' Attitudes Toward Specific Loan Practices and Sources

"When farmers were asked what they liked and disliked about the

credit sources -with which they were dealing, the results were similar to

the results related in the previous section on hypothetical borrowing

practices. The purpose of these questions was to determine what attitudes

were dominant in the borrowers' conception of loan practices. Table XXVII

is a summary of the most frequently mentioned characteristics.

PsLrmers were also asked direct questions about various borrowing

practices. This was to determine the object value of attitudes the in

vestigator had thought to be particularly important. The results of

these questions, listed by the number and percentage of farmers who had

the mentioned attitude with a negative (unfavorable) object value, are

listed in Table XXVIII. These questions were asked for the 318 loans

the farmers had repaid within the preceding three years. As there were

not a sufficient number of loans with the National Faim Loan Associations



137

insurance companies, relatives, or the Farmers Home Administration to

reflect any significant results, these sources were excluded from

Table XXVIII. The table shows that farmers found very few faults with

the credit agencies with which they dealt. This would be expected, for

if they had seidous objections to a particular policy of a so-urce, it

is unlikely that they would deal with that source. The only exception

to this was the interest rate.

The object values and strengths of attitudes toward various

credit sources and practices are discussed individually below.

"Red Tape" and Convenience

"Red tape" normally includes both a time and a trouble factor.

FOr 12 per cent of the outstanding loans, little "red tape" was mentioned

as a factor the borrower liked. Convenient location was mentioned on 18

per cent, and quickness of the loan procedure was mentioned on 9 per cent.

For less than 2 per cent of the outstanding loans was too much "red tape"

mentioned as a factor the borrower disliked. Inconvenience and sloimess

were mentioned for less than 1 per cent of the loans.

A possible reason for these answers is that red tape was par

ticularly important to a borrower, and they did not patronize those sources

at which they have previously experienced or heard that there was consider

able red tape. Also, at many sources there is very little procedure for

all loans after the first one. It appears that there may be a popular

misconception among farmers as well as others that arranging a loan

involves considerable more red tape than it actually does. And iirtien they

do borrow, they find considerably less red tape than they expected and

i--.
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appreciate it. The outstanding loan source for which the greatest

percentage of the borrowers voluntarily mentioned little "red tape"

was the P.C,A, It was, nevertheless, only the fotorth most inportant

factor mentioned by P.C,A, borrowers.

Convenience of location was mentioned frequently, the largest

group mentioning it being the users of dealer installment credit. These

borrowers were the only ones who mentioned convenience more times than

any other characteristic, as for no "red tape" and quickness, all

borrowing grotps mentioned at least one other characteristic more

frequently.

Convenience and "red tape" appeared to be inportant factors, but

not the most inportant factors in loan decision making. This is fortunate

for in cases when "red tape" and convenience were mentioned, they did

not appear to contribute to the farmers' economic betterment. Of the

thirty-five loans for which no "red tape" was mentioned as a desirable

characteristic, twenty-seven had interest rates in excess of 9 per

cent. Twenty-nine of the fifty-four loans mentioned for convenience

had rates at least this high, and thirteen of the twenty-eight loans

preferred for their quickness had interest rates 9 per cent or above.

Friendliness

Friendliness was mentioned for 21 per cent of the loans. Only six

farmers when asked directly stated that they thought the agency personnel

were not fidendly. Three meirtioned unfriendlxness as a factor which they

disliked about their loans.

It is not difficult for lenders to furnish a friendly environment,

and it appears that most of them did. However, the scarcity which the
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borrowers replied that the lender was not friendly may indicate that

borrowers will not patronize sources at which they do not receive

friendly treatment.

Friendliness was volunteered more times as a favorable factor

than any other factor at the P.C.a. and insurance coitpanies. On the

direct question, five of the six statements that the personnel were

unfriendly were applied to banks. This, however, was still less than

U per cent of the bank loans.

Interest Rate

Low interest was the most frequently mentioned favorable character

istic. It was mentioned as a desirable characteristic for 25 per cent

of the outstanding loans. High interest was also the most frequently

mentioned unfavorable characteristic. It was mentioned as being an

undesirable characteristic for 11,5 per cent of the outstanding loans

which was almost three times the frequency any other undesirable factor

was mentioned.

On the direct question for past loans (did they think the interest

rate was too high?), 31 per cent gave a «»yes» answer. This also was

almost three times the amount any other factor was answered as being

unfavorable under specific questioning.

Interest was, by frequency of mention, the single most important

loan characteristic. However, the fact that it was mentioned as being

undesirable almost as many times as it was mentioned as desirable appears

to indicate that farmers cannot or do not think that they can do anything

about the interest rate. The main inference to be gained from the preceding
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chapter was that fanners have very little knowledge of their credit

alternatives, the calculation of interest rates, or of what a true

annual interest rate actually is. It appears that although farmers

disclaimed high interest rates, the strength of this attitude iras not

sufficient for them to seek better knowledge of lower interest rate

sources.

Twenty-two per cent of the outstanding dealer installment loans,

the borrowers said, had the undesirable character of high interest.

Forty—five per cent were rated as too high under direct questioning.

Low interest v/as mentioned on 18 per cent of the installment loans as a

desirable characteristic. Biis was second only to convenience of location

as a desirable characteristic of dealer credit.

Low interest was volunteered as the most desirable characteristic

of the following sources: N.F.L.A., insurance company, relative lender,

and F.H.A.

Tinder direct questioning about high interest charges, they were

mentioned most for dealer installment and dealer arranged bank loans

and least for P.O.A. loans. Farmers did believe that they were paying
too much interest for dealer and dealer arranged credit, even though many

did not know how much that interest was. But this belief was not strong
enough for many of them to go to the trouble of changing sources or of

looking around for a better one. To a certain degree interest was

mentioned as too high at those sources at which the interest actually
was quite high. There was an associated tendency, however, to conceive

of interest in amounts instead of rates and to complain of interest on

the larger sized loans.
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Length of Repayinent Period and Renewal Policy

It appeared that more inportant than the length of repayment

period offered by the lender was the lender's renewal policy. It did

not seem to matter to a farmer how long he had to repay a loan, if he

was certain that if he could not repay it, it woxild be renewed. And in

most cases farmers thought the lender would renew. For the 296 loans

outstanding, 229 said they believed their loan could be renewed, fifty

said they were not sure if the loan could be renewed or not, and just

seventeen said they did not believe that their loan could be renewed.

As would be expected, long terms were mentioned very frequently

for the long-term credit sources: The National Farm loan Associations

and insurance coirpanies. These two sources were also mentioned by

half their borrowers as being desirable because they would not push

for payments. This factor was mentioned for just one of the nine Farmers

Home Administration loans.

On the direct question for past loans, length of repayment period

was stated as not being long enough on just 9 per cent of all loans, 3U

per cent of the loans with private individuals, and 9 per cent of the

bank loans. It was not stated as being too short for any of the P.O.A.

or bank-dealer arranged loans.

Loan Supervision

Little loan supervision was voluntarily mentioned as being desirable

on just slightly more than 2 per cent of the outstanding loans and was

never voluntarily mentioned as being too much or undesirable even for the

F.H.A., which promotes a supervised loan. Supervision was mentioned as
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being too great on just ten of the 318 past loans. On this direct

questioning on past loans, there were just three F.H.A. past loans for

which one was said to have had too much supervision. It was stated as

being too much for 3 per cent of the bank loans and no borrower stated

that there was too much supervision from P.O.A., N.F.L.A., bank-dealer

arranged, private individual, or relative lender.

Supervision by the lender did not seem to be extensive and when

present did not seem to be objected to by the fanners. In fact, in a

few cases farmers mentioned that they would like to have even more

supervision. But in most cases farmers seemed content to be let alone.

Lender Unders tanding of Farmers' Problems

For just S per cent past loans did farmers say that they did not

think the lender had a good understanding of farm problems. It was

mentioned most for banks and then just twice for 135 loans. The question

was not asked on dealer and dealer arranged bank loans.

Farmers thought lenders had a fairly good understanding of their

problems. They not only thought it but expected them to have a good

understanding, because they mentioned it just three times as being a

factor they liked about their source. And then they mentioned it in the

form that the lender was more interested in farmers. It was never

voluntarily mentioned as being an undesirable aspect of a credit source.

Personal Information Required

Farmers did not seem to feel that they had to answer too many

questions about their personal affairs when applying for loans. For

just two loans did the borrowers state that the fewness of the questions
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was a factor which they liked about the source. It was never mentioned

as a factor which they disliked, and in response to a direct question,

just two fanners stated that the lender wanted too much personal

information.

Co nfide ntialne s s

Fanners also did not feel that there was insvifficient privacy

when they talked over their loan terms. The fact that all the lenders'

business was confidential was mentioned just twice as being desirable and

its opposite was never mentioned as being undesirable. Farn®rs also did

not feel that there was insufficient pidvacy when they talked over their

loan terms.

Volume of Credit Extended

On the whole, farmers said that lenders would lend them as much

money as they wanted. On the direct questioning on past loans, external

credit rationing was mentioned for 10 per cent of the bank loans and never

more than once for ar^y other source. It was volunteered as an undesirable

characteristic on U per cent of the outstanding bank loans and was never

mentioned as a desirable characteristic of a bank loan. From evidence

cited in previous chapters, it appears that only a few farmers were in a
position to judge the adequacy of their loan volume, however. The past
loans did not include National Farm Loan Association loans because of

the small number of them which had been reapid within the preceding three

years. Of the twenty N.F.L.A. loans outstanding, five of them were
mentioned as being undesirable because of their limited amount. On five
other loans the holder said he had checked with the N.F.L.A. first, but
for one reason or another, they would not lend him enough money.

I ifr i rn'i ' iril
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More Negroes than i^hites mentioned credit unavailability.

Flexibility of Terms

Farmers appeared to value the privilege of repaying a loan -nhen-

ever they -wanted and not suffering interest penalties, especially for

long-term loans.

It Tf»as mentioned for 20 per cent of the N.F.L.A. loans and 7 per

cent of the P.O.A. loans, both of "which allow the practice. It -was

also mentioned for 7 per cent of the loans with private individuals who

usually also allow repayment anytime.

No optional repayment was mentioned as an undesirable factor for

three of the four past insurance company loans. Insurance companies do

not allow optional repayment "without penalty.

Other Characteristics

For only small percentages of the loans did the holders mention

as factors which they liked the fact that an agency was home business (2
per cent), honest and reliable (3 per cent), and that they didn't require
a cosigner (1 per cent). Appendix A, Table V lists all the preferences

Which farmers had about "their loans. It was previously believed that
these factors were of greater significance than this. For cosigning,
the revere, seemed to be the case end getting a cosigner was mentioned
as desirable because of its convenience more than It mas mentioned as
being undesirable.

General Acceptabilit;?"

Farmers mere fairly mell satisfied rnlth their loan sources. Tor
oust eighteen of the 316 past loans did the holder state that he mould
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not return again for another loan if he wanted one. Eleven of these

were dealer or dealer arranged bank installment loans, an of the P.C.A.,

N,F,L.a. and relative borrowers said they would return to those sources

again in the event they should want other loans.
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GHM>TER VII

SOTlMiiRY AND CONCLUSIONS

Summary of Procedures

The results of this study were based on a proportional stratified

random saitple of 500 Tennessee fanters. These farmers were taken from

randomly selected square mile blocks in twelve representative Tennessee

counties.

Two hundred and sixteen farmers had loans outstanding at the

time of interview and 288 fanners had loans outstanding and/or had repaid

loans within the preceding three-year period (195U-56). Data were

collected on 296 outstanding loans and 318 past loans. Ifere than one

loan at a particular credit source was counted as just one loan.

Five point indices based on interviewer appraisals were made for

attitudes about credit and deliberation about credit. A twenty-one point

knowledge scale was constructed to measure farmers' awareness of loan

source alternatives and teiros. These measures and their associated

environmental characteristics were incorporated into correlation and

regression analyses^ and their conparative associations with each other

and/or the amounts farmers borrowed were measured. In other parts of the

study sinple tabular analyses were used.
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Validity of the Hypotheses

The purpose of the study was formulated in the form of five

hypotheses stated in Chapter I. The validity of these hypotheses will

be discussed here in the same order as their earlier presentation in

Chapter I,

Hypothesis I

Hypothesis I was verified to a certain degree. Attitudes,

deliberation, and knowledge and their associated environmental factors

accounted for 3U per cent of the variability in the amounts fanners

borrowed. When the analysis was restricted to just the farmers who

borrowed, they explained 38 per cent of the variability.

When attitudes, deliberation, and knowledge were extracted from

the analysis and treated as separate dependent variables, the remaining

factors were associated with 39 psr cent of the attitude index, 5l per

cent of the deliberation index, and per cent of the knowledge score.

It was lypothesized that the large amounts of unexplained variation left

ty these multiple coefficients of determination were probably due to

factors not included within the scope of the study (e.g., inheritance

and credit needs of fanners, institutional lending policies, etc.), and

also to inadequacies in the techniques used to measure the variability

in the factors. In spite of these scope limitations and technical

inadequacies, all of the multiple and many of the partial correlation

results came out highly significant.

There was considerable joint association between the independent

variables, and often the indirect associations of a variable were greater
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Validity of the I^ypotheses 

The purpose of the study was formulated in the form of five 

hypotheses stated in Chapter I, The validity of these hypotheses will 

be discussed here in the same order as their earlier presentation in 

Chapter I. 

I^othesis I 

I^ypothesis I was verified to a certain degree. Attitudes, 

deliberation, and knowledge and their associated environmental factors 

accounted for 3k per cent of the variability in the amounts farmers 

borrowed. When the analysis was restricted to just the farmers who 

borrowed, they esjplained 38 per cent of the variability. 

When attitudes, deliberation, and knowledge were extracted from 

the analysis and treated as separate dependent variables, the remaining 

factors were associated with 39 per cent of the attitude index, 5l per 

cent of the deliberation index, and per cent of the knowledge score. 

It was hypothesized that the large amounts of unexplained variation left 

by these multiple coefficients of determination were probably due to 

factors not included within the scope of the study (@.g., inheritance 

and credit needs of farmers, institutional lending policies, etc.), and 

also to inadequacies in the techniques used to measure the variability 

in the factors. In spite of these scope limitations and technical 

inadequacies, an of the multiple and many of the partial correlation 

results came out highly significant. 

There was considerable joint association between the independent 

variables, awi often the indirect associations of a variable were greater 
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than its direct association. The most inporbant determinants of the 

amount borrowed were the direct and indirect effects of knowledge, 

attitudes, and sales. Deliberation had a high gross association but only 

a small partial correlation with the amount borrowed, most of its effect 

being exerted indirectly through knowledge. Age, tenure status, and state 

area also had some association: With other factors constant, younger 

farmers borrowed more than older farmers, owners borrowed more than 

sharecroppers, and West Tennessee farmers borrowed more than East 

Tennessee farmers. Although education was grossly correlated with the 

amount borrowed, its partial correlation was negative, indicating that 

the better educated fanners borrowed less money when the other factors 

were held constant. The reason for this was probably a greater amount of 

inheritance and wealth on the part of the better educated farmers. The 

per cent of farmers' incomes received from crops or the per cent of their 

incomes received from off-farm sources had little association with the 

amounts which fanners borrowed or with their attitudes, deliberation, 

or knowledge about credit. 

hypothesis II 

There did appear to be some stigma attached to the use of credit, 

but not as much as hypothesized. Twenty per cent of the fanners thought 

that borrowers were at least sometimes looked down upon by their neighbors, 

And 39 p0r cent though^ that non-borrowers were better fanii managers than 

borrowers (as conpared to 23 per cent who thought that borrov/ers were 

better). These differences in beliefs, however, probably reflected in 

part differences in farmers' need for credit. 
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The farm credit cooperatives have probably done much through

their membership meetings in demonstrating positive attitudes toward

credit. The continuation of this practice and increased contact and

sponsorship by lenders of farm and community groups should eventually

break down negative stigma attitudes toward borrowing money.

There was a carry-over of traditional credit beliefs. Mai^

beliefs appeared oriented toward a non-existent situation from an

earlier era. Many farmers (and not necessarily just the older farmers)

did not accept the new economic environment where large amotmts of

capital are needed to farm. They were attempting to operate small

under-capitalized farms as their fathers had before them and seemed not

to understand why their farms were not profitable. There even existed a

paranoiac belief among some farmers that "somebody is out to get the

little farmer". If credit and other economic attitudes would be formed

with a more realistic awareness of the existing economic environment#

these farmers would understand the economic forces acting on them and

operate more profitable and progressive farms.

Negative attitudes appeared to be more common in East than in

West Tennessee. Larger percentages of East Tennessee farmers expressed

negative object values to the attitude questions than did West Tennessee

farmers. Also, the correlation results indicated that East Tennessee

farmers had less knowledge of and less favorable attitudes toward credit

than West Tennessee farmers, but they deliberated more about it. It is

probable that traditional credit attitudes of East Tennessee farmers are

in conflict with their existing environment, and that the high amount of
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deliberation is a restilt of as well as an attenpt to reconcile this con 

flict. Such a conflict accompanied l?y low credit knowledge indicates that 

East Tennessee may be a fertile ground for credit education programs. 

The risk factor appeared inportant, especially as it applied to 

the giving of mortgages. Twenty-five per cent of the fanners said they 

did not think it justifiable to give a mortgage on livestock or crops, 

and Uo per cent thought it not justifiable to give one on real estate. 

This attitude on mortgages existed even though mary farmers realized that 

giving a mortgage did not increase their legal obligation to the lender. 

Credit agencies should be aware of the attitude of fanraers toward 

mortgages. In making loans they should only require mortgages when they 

consider it necessary for their protection, and when a mortgage is in 

quired, they should carefully explain to the farmer what a mortgage 

actually involves and why they require it. 

Hypothesis III 

Fanners' knowledge of the farm credit sources available to them 

and of the practices of these soxirces was, as hypothesized, very limited. 

When fanners were asked where they would go for short and long-term 

loans, if they wanted them; 8 per cent of the farmers said they did not 

know where they would go for a short-term loan, and 36 per cent did not 

know where they would go for a long-term loan. Most of these fanners said 

or intimated that they did not know of any source at which they could get 

the type of loan in question. In addition to these farmers, UO per cent 

of the farmers who did give a short-term source and 27 per cent of those 

who mentioned a long-term source, gave as a reason for their selection 
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the belief that for one reason or another it was their only loan source 

alternative. 

Such answers would not necessarily be indicative of a lack of 

knowledge of alternatives, if there existed evidence of serious external 

capital rationing caused by conservative institutional lending policies. 

Also, the knowledge scores achieved by the farmers who gave the above answers 

were on the average one to three points lower than the average score 

achieved "by all farmers. 

Mary fanners did not even appear to have ipso facto knowledge of 

the existence of some of the less well known farm credit agencies, i.e., 

the Farmers Home Administration and the farm credit cooperatives. There 

appeared to be little desire on the part of farmers to irprove their 

knowledge, because for ̂ ust thirty of the 296 outstanding loans did 

borrowers say that they had "seriously considered" ary other source for 

their loans. 

Although external capital rationing did not exist to a significant 

degree, internal rationing created 1:^ limited knowledge of alternatives 

did exist. Farmers also had a tendency to have least knowledge of the 

lower interest rate sources of credit. If farmers had better knowledge 

of these lower cost alternatives and used them, profits could be increased 

both through the lower cost of their present volume of credit and also 

through the increased expansion potential created by the lower marginal 

cost of capital. 

Hypothesis 17 

Contrary to what was hypothesized, mary farmers did appear to have 

some understanding of the varying purposes and the productive aspects of 
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credit. They recognized that credit had a profit making characteristic;

butihey, nevertheless, conceived of credit not as a productive tool to

expand the farm operation, but as a tool for emergencies and bad years

to maintain the status quo of the operation. The same basic theoretical

relationships are involved in the latter as in the former, but their

attitudes oriented knowledge in Just one direction: that of farm main

tenance rather than expansion, i.e., the survival of the going concern in

abnormal times rather than in the long run. The risk factor was probably

the reason for this attitude orientation. Most farmers seemed to feel

that they should do the best possible Job of farming with their existing

^^^cilities rather than to risk these facilities in an attempt to e35)and

them.

Education appeared needed not only on the attitude toward the

productivity of credit, but also on credit terms. For fifty-two loans,

the borrower stated that he did not know how much interest he was paying.

As figured by the investigator, the average true annual rate of interest

on these loans was 15.9 per cent. Eighty loans out of a total of 296

loans outstanding had interest rates in excess of 9 percent, but for only
ten of them did the borrower realize that he was paying this high an

interest rate. Education on interest rates should emphasize the effects

of interest discounting procedures, service charges, installment repayment

plans, and cash discounts. Many farmers did not recognize the effects of

these practices on their true rate. Farmers should be educated on how to

calculate interest rates and also to the need to calculate the interest

themselves before taking a loan. For Just forty-two of the 296 outstanding
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loans did the borrower say that he had eTrer figured the interest rate

on that loan. A lack of knowledge of the interest rates which they

paid subjected farmers to high interest rates and also furnished no

incentive to investigate other sources which may have had a lower in

terest rate as well as other more desirable featu3?es •

Hypothesis V

Thft major characteristics borrowers said they liked about their

loans in order of frequency of mention were: Low interest, friendliness,

renewal policy, convenient location, no red tape, long terras, quickness,

and optional repayment. The characteristics about their past loans which

borrowers raentioned as being vindesirable under direct questioning were

in order of frequent^ of mention: Hi^ interest rate, too much red

tape, too short repayment period, and the requirement of too much personal

information. The only factor which a significant number of farmers

volunteered as being undesirable on outstanding loans was hi^ interest

which was raentioned three times as frequently as any other factor. Few

farmers raentioned such factors as loan si?)ervision, co-signing practices,

lender understanding of farmer's pipbleras, confidentialness, reliability

and honesty of the lender, or that a farmer should patronize home

businesses.

In their selection of short-terra credit sources, farmers valued

personal relationships with the lender more than they did loan terras.

For long-term credit, however, they put a greater value on credit terms.

Just 22 per cent of the farmers raentioned loan terms as a factor which
would influence their decision in regard to where they would apply for a
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term loan. Such a circumstance points up a possible greater need for

credit education in the short-term field, as farmers were susceptible

to high interest charges from short-term lenders more so than they were

from long-term lenders. Farmers should be educated to the fact that

yearly short-term loans can be as great or greater an interest burden

than one long-term loan.

Although farmers deplored high interest charges, they still

patronized high interest rate sources, and they made little attempt to

deliberate or improve their knowledge about low cost sources. If it were

not for the low level of deliberation about sources, one might expect

that if farmers were just furnished information on their lower cost

alternatives, they would make immediate use of such information and

patronize the low interest rate sources. But the low amount of deliberation

and investigation which farmers made about alternative sources implies the

lack of any attitudinal conflict, and may mean that at least for short-

term loans, farmers either were not as dissatisfied with their interest

rates as they claimed to be, or else they thought they were already
getting the lowest interest rates possible. The most probable explanation

for this is noted above under hypothesis IV: Many farmers did not have

knowledge of the high interest rates they yrere act\ially paying or of the
interest rates at alternative sources. Thus, the motive to deliberate

and investigate interest rates and loan sources was missing, and deliberation

and investigation did not take place. If a credit program is to be of

significance, it must implant this motivation.
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Theoretics of Credit Education

Credit decisions and actions are initiated by conflicts among

beliefs. A poor crop year or a dissatisfaction -with his present level

of operation and income may cause a farmer to reevaluate his management

practices. If his attitudes toward credit use are unfavorable and strong,

he will either never even consider the use of credit, or else he will

consider it but he will reject it. In either case, he probably will

attempt to rationalize his beliefs through deliberation to the extent

that they achieve equilibrium, probably by substantiating an existing

belief that he is already doing all that he can do.

If this rationalization through deliberation is inadequate, or if

his attitudes toward credit are less strongly negative, or if through

this deliberation process new opinions and knowledge are gained liiich make

his attitudes toward credit more favorable, then he may initiate a

judgment Triiich will manifest action.

Any educational program directed at changing farmers actions in

the credit market must eventually change his attitudes and judgments

about credit. However, it is impossible to change attitudes and judgments

without also changing the jointly associated opinions, but because

opinions do not involve a personal evaluation, th^ are more subject to

change than are attitudes. It is also possible to furnish a farmer new

opinions of knowledge which are pure additions to knowledge and do not

conflict with argr existing beliefs.

Education should involve complementing existing beliefs. Education

of attitudes and judgments directly involves a substitution and replacement
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of existing attitudes and judgments. A credit education program for

fanners should give them new credit opinions in order that they may

form more penetrating attitudes on their own and, hence, more sagacious

credit actions. Fanners need more information (opinions of knowledge)

on the actual credit market situation. Such opinions as how interest

charges are calculated and masked, varying types of loans available,

legal infonnation on mortgages, the role and inportance of credit in

modem economic society, etc., should induce him to reform existing

attitudes about credit.

This is not to say that a discvission of attitudes about credit

does not have a place in a farm credit education program. A disctission

of attitudes does have a place in pointing xcp the need for credit know

ledge, and in orienting farmers' deliberative processes along desired

lines. Such a discussion should limit itself to those negative attitudes

which do not appear to function for economic betterment. If these

attitudes can be destroyed, new and moire functional attitudes will take

their place, and they will be a result of farmers' own deliberative

processes and stronger as a result thereof.

Attitudinal conflict is desirable in an education program,

because it is such conflict vrhich causes deliberation, ^y getting

farmers to deliberate about credit, the benefits of an education program

can be multiplied through subsequent and continuing fanner deliberation

and investigation of credit phenomena. But the conflict to spur

deliberation should be created indirectly through showing the pragmatic

results of alternative actions and through furnishing new opinions of
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knowledge to supplement existing beliefs; and not through attempting 

to indoctrinate farmers with attitudes -vdiich are foreign to them. 

People often close their minds and reject that which directly conflicts 

with their existing attitudes. On the other hand, if farmers can be 

made to want to change their attitudes (by showing them the desirable 

results of actions which their existing attitudes would never eventuate) 

then the motivation to deliberate, investigate and learn about credit 

has been implanted, and an education program has been successful. 

In view of the results of this study, any credit education program 

should include four major points. 

(1) Knowledge showing the economic effects of various credit 

actions. 

(2) Knowledge of -tiie purposes, uses, and functions of credit; 

the sources, practices, and credit terms available to farmers; the 

calculation of interest rates; and the ease of credit acquirement. 

(3) Logical analysis of existing disingenuous attitudes showing 
the effects of such attitudes idxen translated into action, their 

inconsistancies with knowledge, and why such attitudes are in existence. 

(U) Infoimation on individual credit situations and problems. 
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TABIE I

THE KNOWIEDGE SCALE AND COifflECTNESS OF FARliERS'
RESPONSES TO THE SCALE

No.
Number of answers rated as

Question Right Don't know TI9ix?ng

1. Do private individuals, other than
relatives, sometimes mAke loans to
farmers? lt26 62 12

2. Can you give me the name of an
individual "who makes loans to
farmers? 230 270 0

3. Is it legal for a private individ
ual to make a real estate mortgage
loan to a farmer? 228 261 11

l4.

5.

6.

7.

8.

9.

10.

Do insurance companies ever make
farm loans ? 201

Can you give me the name of an
insurance company Tirtiich makes loans
to farmers ? 55

TShich type of loan urould you more
likely receive from an insurance
company, a short-time production
loan or a long-time mortgage loan? 132

Do government regulations make all
local banks charge the same interest
rates? 150

Do you think that making loans is a
major part of a bank's business or
Just a sideline? 333

Tlllhat do the initials P.O.A, stand
for? 51

Tillhere is the nearest office that you
can obtain a loan from the Production
Credit Association? 119

270

hh3

350

276

117

hl6

375

29

18

72

50

k

- Continued
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TABLE I (CONTINUED)

THE KNCMLEDGE SCALE AND CORRECTNESS OF FAiaiERS ' ' |
RESPONSES TO THE SCALE

Number of answers rated as

No. Question Right Don't know Wrong

11. What interest (only) rate does llie
Production Credit Association charge
for loans? U9 U39 12

12. Where is toe nearest office that you
can obtain a loan from toe National
Farm Loan Association-Federal Land
Bank? i5o 326 2li

13. Does the National Farm Loan Associ
ation-Federal Land Bank charge toe
same interest rate to both large
and small farmers? 117 377 6

111. I^hat interest rate does toe National
Farm Loan Association-Federal T^nd
Bank charge for loans? 9h 381 25

15. Are the carrying charges on dealer
installment credit (that is^ buying
something with a doTm payment and the
rest on time) usually lower than the
interest rate at a bank for a
similar loan? 275 165 60

16. Mil a dealer sometimes give a
discount for cash that he won't give
if the sale is made on time? k29 1;8 23

1?. Will dealers sometimes give a
discount for volume purchases? 38? 93 20

18« Is there in existence any government
agency which makes loans to farmers
"iriio cannot get adequate credit else-
where? 208 2?? 13

-Continued
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TABLE I (CONTIMIfca))

THE KNCMLEDGE SCALE AND CORRECTNESS OF FARMERS'

RESPONSES TO THE SCALE

Ntunber of ansT/ers rated as
No. Question Right Don't know Wrong

19. yjhat is the name of this agency? ^7 h39 u

20. inhere is the nearest loan office
of the Fanners Home Administration

(F.H.A.)? 80 1(13 7

f,.'.

Total 3771 5831 398

* Average 189 291 20
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TABIE II

DISTRIBUTION OF FARMERS ON THE "GENERAL ATTITUDE"
AND DELIBERATION INDICES

"General Attitude" Index

Score Class Number of Farmers

k Strongly in favor of credit 28
3 In favor of credit 220
2 Undecided about credit 160
1 Against credit 17
0 Strongly against credit 17

Score

h
3
2

1

0

Deliberation Index

Class Number of Farmers

Very deliberative
Deliberative
Someiihat deliberative
Slightly deliberative
No deliberation

ll;2
160
90

25
83

1



 � 
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TABIE III

DISTRIBUTION OF KNaTLEDGE SCORES

i ^

Knowledge Score
(Number Right)

Number of

Faimiers

Cumulative Total
No. Per Cent

0 it 1; .8

1 lU 18 3.6

2 27 1;5 9.0

3 21; 69 13.8

li 53 122 2l;.l;

5 58 180 36.0

6 39 219 1;3.8

7 53 272 51;.1;

8 1;5 317 63.1;

9 1;3 360 72.0

10 32 392 78.1;

11 29 1;21 81;. 2

12 19 U;0 88.0

13 15 1;55 91.0

11; 9 1;61; 92.8

15 11; 1;78 95.6

16 . 10 1;88 97.6

17 h 1;92 98.1;

T 18 k 1;96 99.2

• 19
V-

2 1;98 99.6

20 2 500 100.0

Total 5oo

Average 7.51;
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CONFIDHITIALSample Unit Number Schedule Number_
Name ^County

Addr e s s Toim Ihtervlewer

Race j TiShite Negro

UNIVERSITY OF TENNESSEE
Agricultural Experiment Station

Department of Agricultural Economics and Rural Sociology-

Attitudes and Opinions of Tennessee Fanners
Concerning Credit and Credit Sources

Questionnarie

(B)

1. Acreage: Total in farm
Cropland (excl, -woods & pastT '
incl. field & tow crops)

No
2. Do you have total yearly sales of over $150? Yes

3• Tenure status: Owner operator
Renter (over 3A land)
Sh. cropper (under 1/2 non R,E. cap.)

it. Number of years farm operator? years

5. How many of the years between 1930-39 were you on the farm? ^years
6. Age? years

7. Last grade schooling completed grade.

8. Last grade schooling completed by wife grade.

9. ^ you think that farmers in your community are running too much of
too much moLy torun their businesses? Yes Qual. No. Don't knL^

10. TOiy?
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11. Some farmers borrow money in the operation of their farms. Other
farmers do not borrow. Vlhich do you believe to be the better farm
managers, the borrowers or the nonborrowers?

borrowers

nonborrowers ————
either ———
don't know

12. You say the (borrowers)(nonborrowers) are the better farm managers.
Would you say that this is always the case?

usually the case?
or just occasionally the case?

13. Why do you believe that the (borrowers)(nonborrowers) are the
better farm managers?^

li;. Do you believe that there is anything morally wrong with borrowing
money? (probe) Yes No Don't know

15. (If yes) what do you feel is morally wrong about it?

16. Do you believe that when a farmer borrows money he loses any of his
freedom to make his own decisions? Yes No don't know

17. (If yes) Do you believe it enough to worry about? Yes No

18. (If yes) How does he lose independence?

19. Is a farmer justified in borrowing money if he feels pretty sure that
it will increase his farm's profits? Yes No Don't know

20. (If no) Why do you not feel that he is justified?

21. (If yes) If he has to give the lender a mortgage on his live
stock or crop, do you still think that he would be justified
in borrowing the money? Yes Qual. No Don't know

22. (If yes) Would he be justified if he has to give the lender
a mortgage on his farm? Yes Qual. No Don't know

23. (If no or qual. to 21 or 22) Explain

... .j;.- '.w, ...
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21;, If it "will increase his profits, do you believe a farmer is
justified in borroiwing money for fertilizer? Yes Qual.
No Don't knoYT

25. For machinery? Yes Qual, No Don't know

26. For land? Yes Qual, No Don't know

27, (If no or qual, to 21;, 25 or 26) Explain

28, Do you believe that a farmer is justified in using consumer credit?
!Ehat is, should a farmer borrow money for things to be used in the
home? Yes Qual, No Don't know

29. TOiy?

30, Do you think that people irtio borrow are looked down upon by their
neighbors? Yes Qual, No Don't know

Tw7
31, Is your wife familiar with the business and financial aspects of

this farm? Yes Qual, No

32, Does your wife generally agree with you on matters concerning
borrowing money? Yes Qual, No Don't know

^ rrr:

33' Have you loaned anyone an amount over $50 in the past 3 years?
Yes No

3h' (If yes) Was the loan made to a relative?
friend?
business acquaintance?
wage hand?
sharecropper?

35. Have you ever, at any time, used credit in your farming operation?
Yes No

36, (If no) Have you ever, at ai^ time, borrowed money for any
purpose whatsoever? Yes No

(K) Scale

R DN W
37. Do private individuals, other than relatives, some

times make loans to farmers? Yes No Don't know ( ) ( ) ( )
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R DN JL
38. Can you give me the name of an individual -who makes

loans to fanners? Don't know
)( )()

39. Is it legal for a private individual to make a real
estate mortgage loan to a fanner? Yes No
Don't know

)()( )
ho. Do insurance companies ever make farm loans?

Yqs No Don't know
)()( )

hi. Can you give me the name of an insurance company
which makes loans to farmers?

Don't know )()( )
h2. Ihi^ type of loan would you more likely receive from

an insurance company, a short—time production loan or
a long-time mortgage loan? short-term long-term
don't know ^

) ()()
h3. Do government regulations make all local banks charge

the same interest rate? Yes No don't know
)()()

hh. Do you think that making loans is a major part of a
's business or just a sideline? major part

sideline don't know
)()()

h^. TOiat do the initials P.C.A. stand for?
Don't know ) ()()

h6. TOiere is the nearest office that you can obtain a
loan from the Production Credit Association?
— ^Don't know )( )( )

h7. What interest (only) rate does the Production Credit
Association charge for loans? Don't know

)( )()
h8. Where is the nearest office that you can obtain a

loan from the National Farm loan Association-Federal
Land Bank? Don't know

)( ) C )
h9. Does the National Farm loan Association-Federal

Bank chaise the same interest rate to both large and
small farmers? Yes No don't know

)()( )
50. What interest rate does the National Farm Loan

Association-Federal Land Bank charge for loans?
Don't know ' ^ j

()( )



 

 

^ V

H \ ^ •

i

'vi •>? •*

R DN
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W

51. Are the carrying charges on dealer installment credit
(that is, buying something -with a doiin payment and the
rest on time) usually loirer than the interest rate at
a bank for a similar loan? Yes No Don't know

52. T(B.ll a dealer sometimes give a discount for cash that
he won't give if the sale is made on time? Yes
No Don't know

53. HITill dealers sometimes give a discount for volume
purchases? Yes No Don't know

51i. Is there in existence any government agency ndiich
makes loans to farmers who cannot get adequate
credit elsewhere? Yes No Don't know

55. Vlhat is the name of this agency?
Don't know

56. inhere is the nearest loan office of the Farmers
Home Administration (F.S.A.)?

Don't know
Total

57. Is the Production Credit Association government
owned or farmer owned? government owned
farmer owned don't know

58. Do its borrowers have a vote in determining the
policies of the National Farm Loan Association-
Federal. Land Bank? Yes No Don't know

(c) Charge Accounts

59. About what proportion of your total yearly purchases at each of the
following places are made on charge account or open book credit?

% on
charge
acct.

h over

30 interest cash disc. Name of
days (x if yes) (x if yes) store

a) Farm supply store
b) Grocery store
c) Gas and oil co.

% Cf

%

60. About what proportion of your charge account purchases at each place
did you let run over 30 days?

61, Was there any interest charge made when they ran over (30)(60) days?
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62. Coiild you have received a discount on the price if you had used
cash instead of charge account?

'(SP)"'So^urce Preferenc^es "" ""

63. If you desired a $500 loan of 1 year or less for your farm operation,
to -vdiat credit source would you apply?

61j.. Ihy YTOuld you select this source rather than some other source?

65. Any other reasons?

66. If you desired a long-term real estate mortgage loan to expand your
farming business, to what credit source would you apply?

67. THIhy would you select this source rather than some other source?

68. Any other reasons?

69. Do you think that a farmer who desires a loan should see about
getting the loan from a relative or close friend before he goes to
a bank or other credit agency? Yes No Qual. yes
Poor relatives Don't know

70. Ihy?

71. Do you think a lender is justified in asking for a financial state
ment and expected income figtires from a borrower before lending him
the money? Yes Qual. No Don't know

Tb7

72. Do you work off the farm any during the year? Yes No

73. Iffliat proportion of your income comes from off-farm work? %

Gross Salesj

7h' Total last year $

75. livestock & livestock prod. $ Crops $
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76. Tobacco $

77. Cotton $

78. Major enterprise $
Are you usiiig credit in any form from any of the follovring?"

Present Past 3
time years

79. Production Credit Association

80. National Farm Loan Association

81. Bank

82. Insurance Company

83. Finance Company

8U. Private individTial , ^ ^
85. Merchant or dealer installments

86. Farmers Home Administration

87. Other

Borrower Nbhborrower

88. In the past 3 years have you ever given serious through to the
possibilities of expanding your farm operation through the use of
(more) credit? Yes No

89, (If no) TShy have you not considered it?

90, (If yes) TIShy did you decide against it?

91. (If yes) Did you ever draw up such a plan on paper? Yes No

92. Do you believe that at the present time (more) credit could increase
the profits on your farm? Yes No Don't know

93. (If yes) Tlllhy do you not use it?
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9h» (If no) Ihy do you think credit cannot increase your profits?

TiA) Interviewer appraisals ~

95. Amount of deliberation concerning credit matters.

Husband ~Vife
sitting in)
99.

Very deliberative
Deliberative

Somewhat deliberative

Slightly deliberative
No deliberation

96. General awareness

Veiy aware
Aware

Somewhat aware

Slightly avuare
No awareness

97. General attitude toward credit.

Strongly in favor
In favor

Neutral

Against
Strongly against

98. Receptiveness to questions.

Very receptive
Receptive
Little receptiveness
No receptiveness
Hostile

103. Final decision dominated by

Husband

Wife

Both
Questionable

*.
• t:

•i 9

IJ

()
()
()
()
()

()
()
()
()
()

()
()
()
()
()

()
()
()
()
()

()
()
()
()
()

100.

()
()
()
()
()

101.

()
()
()
()
()

102.

()
()
()
()
()

■iUa
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Schedule Number

(LO)

Analysis of Loans Outstanding

Name of borrower
Interviewer

1. Source of loan

2. Address of source

3» ^ount of loan $ Amount outstanding $

U. Date borrowed Purtxjse*
5. Date due ^ !
6. Length of loan

7. Are you satisfied with this loan source? Yes No

6. What things do you like about this loan source?

9. Anything else?

10. What things do you dislike about this loan source?

11. Anything else?

money, did you consider any other loan sources
to get this loan? Yes No

13* (if yes) What source(s)?

11;. (If yes) Why did you not borrow from this source?

15. (If no) Why did you not consider any other source?

16. Whs this loan refused by any credit source? Yes No

17. (if yes) What source?
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18. How much interest do you pay on this loan? ^ per year
per year

19. Are there any charges besides interest on this loan? Yes
No Don't know

20, (If yes) "Bhat are they?

21, Do you know of any credit source which lends at a lower rate of
interest than this? Yes No

22, (If yes) 'What source 1

23, (If yes) Why did you not borrow from this source?

21;, Did you yourself ever figure the true interest rate on this loan?
Yes No

257 "Actual amount rece^ived from"lo^an ̂

26, Charges:

27, Interest

28, Service charge

29, Non-use of cash discount

30, Appraisal charge

31, Recording charge (or insur,)

32, Title search

33, Surveying charge

3U. Other

% of

% of

% of

% of

% of

% of

% of

Total finance charge % of

Total
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35# Total amount to be repaid $

36. Number repayment periods in year

37. Total number repayment periods for loan

38. Yearly finance charge $

39. True annual interest rate % per year

liO. If you -wish, do you believe that you can renew this loan nidien it
comes due? Yes No Don't know

Ijl. Did you seek anyone's advice before making this loan? Yes No

li2. (If yes) TlShose advice did you seek?

Co. agent
Friend
family
Lawyer
Acct.

Banker

Other

1+3. T/Jhere did you first hear about this loan soixrce?

i+li. Tiniy did you go to this loan source?

Interviewer appraisal:

ll5. Loan was (1) habitual
(2) result of unforeseen circumstances
(3) planned
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Schedule Number

(PL)

Analysis of Past Loan Sources
(3 years)

Name of borrower

Interviewer

1.

2.

3.

It.

5.

6.

7.

8.

9.

10.

11.

12.

13.

lit.

15.

16.

Name of lender

Location

Amount of loan Collateral

Purpose(s) of loan

Do you think that there was too much red tape?

TOiy?

Do you think that there was a friendly attitude on the
part of the personnel?

Do you think the cost of the loan was too high?

Do you think that the repayment period allowed was
long enough?

Do you "Uiink that there was too much supervision
on the loan?

Do you feel that the personnel who gave you the loan
had a good understanding of fanners' problems?

Was the agency in a convenient location?

Do you feel that they wanted too much personal information
from you before they gave you the loan?

Do you feel there was sufficient privacy when you talked
over the terms of the loan?

Would they loan you as much money eis you thought
you needed?

Would you go back to this loan source for another loan?

Yes No
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