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CHAPTER I 

FARM CREDIT BACKGROUND 

I. INTRODUCTION 

Use of credit in American agriculture is rooted in the experience 

of the first settlers. Tlhen the understocked colonies were looking for 

greater profit to be derived from their land, they endeavored to borrow 

as much as they could from the mother country.^ The use of credit has /. 

increased through the years. It became even more important after TIRsrld 

TIfer II, Tivhen total farm debt increased from 8,3 billion dollars in 19h^t 

to 27,7 billion dollars on January 1, 1962, as shovm in Tables I and II. 

During the same period farm business units followed an upward 

trend in capital investments and spent increasing amounts of funds for 

working capital. The trend was a result of rapid changes in technology 

with a greater dependence on non-farm inputs| enterprise adjustments^ 

consolidation of farms into larger units, and inflated land values. 

The bxiildup of the present farm capital structure largely came 

p 
from the farmer's own income and savings. However, the influence of 

credit in the growth of the agriciiltural plant cannot be ignored, for . 

"in this as in many economic developments it is the marginal elements 

^Adam Smith, The Wealth of Nations (New Yorkj P. F, Colliere and 
Son, 1902), Book II, p. 361. 

2 
Alvin S. Tostlebe, Capital in Agricultinrei Its Formation and 

Financing Since 1870 (Princeton: Princeton University Press, 1957 
pTu: 

1 



2 

that are likely to be crucial."-^ Moreover, the influence of credit is 

also supported by an estimate made by the U. S. Department of Agricultxire 

■vjhich showed that credit was used to finance about 23 per cent of the 

363 billion dollars American farmers spent dtiring on goods and 

services for farm and home purposes including real estate.^ 
The Farmers Home Administration had the smallest volume of loans 

outstanding among the various lending institutions (Tables I and II). A 

study of loans made by this agency is important; especially in states 

such as Tennessee because the Farmers Home Administration was created to 

help low-income, low-eqtiity farm families. 

II. OBJECTIVES OF THE STUDT 

The major objective of the study was to determine the effect of 

supervised credit on the financial status of families living in Middle 

Tennessee who were active borrowers of Farmers Home Administration in 

1958 and/or in I96I. 

Other objectives of the study were to determine changes experi 

enced by borrowers diiring the period inj (1) gross and net family 

income; (2) gross and net farm income; (3) net farm worth; (U) use of 

non-farm inputs; (5) amount of funds borrowed; (6) debt repayment; and 

(7) changes in farm enterprises. 

^Ibid., p. 151. 
^Fred L. Garlock, "Financing Capital Requirements," U. S. 

Department of Agriculture, The Yearbook of Agriculture 1962 (Washington! 
U. S, Government Printing Office, 1962), p. 376. 
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TABLE I 

FAR1«I0RTGAGE DEBT; Al'iOUNT OUTSTANDING JANUARY 1, SPECIFIED YEARS 
19U0 TO 1962, AND PERCENTAGE CHANGE, SPECIFIED YEARS 19^0 TO 

1962, BY LENDERS, UNITED STATES^* 

AMOUNT OUTSTANDING 

Farmers Individuals 

Federal home life Insured and 
Year land adminis- insurance^ commercial miscel- Total 

banks^ tration^ 2companies banks laneousO debt 

Million Million Million Million Million Million 

dollars dollars dollars dollars dollars dollars 

19U0 2,010 32 98U 53U 3,026 6,586 
19U5 1,210 195 938 U50 2,lli8 0,901 
1950 906 193 1,172 880 2,U28 5,579 
1955 1,267 287 2,052 1,136 3,5ii7 8,289 
1957 1,722 290 2,li77 1,311 U,108 9,908 
1958 1,897 3U0 2,579 l,3lil li,350 10,507 
1959 2,065 388 2,661 1,1013 0,697 11,250 
I960 2,335 ii37 2,820 l,55U 5,103 12,289 
1961. 2,538 ii82 2,97ii 1,617 5,078 13,089 
19625 2,802 566 3,162 1,718 5,908 10,196 

PERCENTAGE CHANGE^ 

Per cent Per cent Per cent Per cent Per cent Per cent 

1950 to 
1962 209.3 192.9 169.7 95.3 105.O 150.0 
1961 to 
1962 10.U 17.6 6.3 6.3 8.6 8.5 

^For U8 states only. 

^Includes regular mortgages, purchase-money mortgages, and sales 
contracts. 

^Data for 19l|0 include only tenant-purchase loans and direct soil 
and vrater loans to individuals. Thereafter, data include also farm-
development, farm-enlargement and project-liquidation loansj farm-housing 
loans beginning July 19^0j and building-improvement loans beginning 1955. 

^Includes data for Federal Farm Mortgage Corporation as follows; 
19liO, $713,290,000j 19U5, $3l;7,307,000j 1950, $58,650,000; and 1955, 
$12,83h,000. On June 30, 1955, loans of the Federal Farm Mortgage 
Corporation were sold to the 12 Federal land banks. 

.V i.' 



 

 

TABLE I (continued) 

'Preliminary, 

Computed from unrounded data. 

^tSo\irce: United States Department of Agriculture, The Balance 
Sheet of Agriculture 1962, Economic Research Service, Agriculture 
Information Bulletin No, 270 (Washington: Government Printing Office, 
August, 1962), p. 20. 
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III. DEFINITION OF TERMS 

The present section contains definitions of some of the terms 

that will be used frequently in this report. 

Capital. One of the various definitions used in the literature 

refers to capital as a quantity of wealth existing at an instant of 

time.^ To another author, it is that sum of means of payment which is 

available at any moment for transference to entrepreneurs.^ As used in 

the present work, however, capital refers to a stock of wealth saved 

from past consumption and used to assist in future production."^ 

Credit. Using a legalistic conception, credit is defined as a 

right to demand and receive payments for a past transaction, the 

8
indebtedness for which continues to exist. For the borrower, it 

represents the power to borrow on which he possesses which in tiim 

depends upon the degree of confidence the potential creditor allows him.^ 

^Irving Fisher, The Nature of Capital and Income (New Yorkj The 
Macmillan Company, 1912),p. 66. 

^Joseph A, Schumpeter, The Theory of Economic Development, trans. 
R. Opie (Cambridge; Harvard University Press, 1936), p. 122. 

7 
R. G, Spitze, "Determinants of Capital Formation," E. L. Baum, 

H. G. Diesslin and E. 0. Heady, ed.. Capital and Credit Needs in a 
Changing Agriculture (Ames; The Iowa University Press, 1961), pp. 19-21. 

^Theodore N. Beckman, Credit and Collections in Theory and 
Practice (fifth editionj New York; McGraw Hill Book Company, 19k9), 
pp. ii-V. 

9 
H. Belshaw, "Capital and Credit," I. F. Davis, ed.. Selected 

Readings in Agricultural Credit (Berkeley; University of California, 
1952;, p.1^. 



Credit is also defined as the creation of purchasing power for the 

purpose of transferring it to the entrepreneur.^*^ More commonly ex 

pressed, credit is the ability to command the capital of another in 

return for a promise to pay at some specified time in the future. 

In any case, it is important to notice that practically all the 

definitions include explicitly or implicitly two elements that are 

essential characteristics of every credit transaction: future time and 

risk. Another important fact is that credit in itself is neither 

capital nor wealth. 

There are two main types of farm credit: (1) consumer credit, 

which is used to finance farm family living expenses, and (2) business 

credit that is granted to aid farmers in the ownership of real estate 

and production of agricultural commodities. 

Considered from the time involved in each transaction, it is 

sub-divided in (1) short-term credit, made up to one year; (2) inter 

mediate-term credit which is made from one to seven years; (3) long-

term credit, up to i|0 years. TShen classified by purpose credit is 

grouped in (1) operating loans, those used to acquire goods and/or 

services that are used up in the production process. The repayment of 

operating loans must primarily come from gross cash farm income and (2) 

A, Schumpeter, op, cit,, p, 107. 

G, Murray and A. G, Nelson, Agricultural Finance (fourth 
edition; Ames: The Iowa State University Press, I960), p, 36, 

1 p
■^^Terms mentioned here are those used by Farmers Home Adminis 

tration. Length of time for intermediate and long-term credit changes 
according with lending institutions. 
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investment loans "which are us"ually made to biiy land and their repayment 

must be made from net farm or family income. 

Capital rationing. Farmers are subject to two types of capital 

rationing. External rationing, due to limitations beyond the farmer's 

control such as those imposed by lenders or landlords, and to internal 

capital rationing resulting from subjective limitations placed by the 

farmers themselves. The field of capital rationing deserves study in 

agricultural credit policy to estimate "whether or not available resources 

are combined on an optimum basis. 

Some factors related to capital rationing from the "viewpoint of 

an indi"vldual farmer are amount of net worth, reaction to uncertainty 

(increasing risk), knowledge of credit sources and attitude toward 

credit use. 

Gross family income. It is the total of all family business 

receipts, including farm and non-farm earnings. 

Gross farm income. It is the sum of annual receipts from farm 

sales and increase in farm capital. 

Met farm income. It is the compensation for farm capital, family 

labor and management of the operator. It is obtained ty deducting total 

farm expenditures from gross farm income. 

F. Hesser and M. R. Janssen, Capital Rationing Among Farmers, 
Agricultural Experiment Station Bulletin No. 703 (Lafayette, Indianaj 
Purdue University, November, I960), p. 11. 
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Farm ovmershlp loans. Farm OTimership or real-estate loans are 

made to purchase a farm, to purchase additional land and/or to finance 

buildings. These loans are usually made for long term and are secured 

by a mortgage on the property. 

Operating loans. Operating or production loans are normally made 

for short or intermediate term. These loans are used for making 

adjustments and improvements in the farm and home operations, purchasing 

breeding livestock and machinery, and for financing operating expenses. 

IV. SOURCES OF FAmi CAPITAL 

Capital formation in agriculture. Historically, capital accumu 

lation in agriculture has mainly been the result of the gradual 

"plowing back" of farm earnings, rather than the effect of external 

financing^^ (Table III). 

TUhen the growth of farm capital is analyzed the outstanding fact 

is the increase in value of total physical assets from 11,8 billion 

dollars in 1870 to 107.ij. billion dollars in 1950, expressed in current 

dollars. This phenomenal growth was partially tempered when measured in 

1910-lU prices, in which case the change was from 19»7 billion dollars 

in 1870 to 53.6 billion dollars in 1950.l5 Although an important 

supplier of the physical assets owned by farmers was the public domain. 

^^R. S. Tostlebe, op, cit., p, 19. 

l^ibid., pp. 52-72. 
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TABLE III 

SOURCES OF NEVir CAPITAL IN FARMING, UNITED STATES, 
BY DECADES, 1900-19l;9* 

(Billions of dollars)** 

Source 1900-09 1910-19 1920-29 1930-39 19iiO-li9 

Loans and book credits 

Financial reserves 

Gross farm income 

2.7 
0 

6.6 

9.7 
0 

6.6 

l.ii 
1.5 
8.3 

0.6 
0.5 
6.6 

3.0 
0 

29.U 

Total 9.3 16.3 11.2 9.7 32.1i 

*Sourcej R. S. Tostlebe, op. cit., p. 19. 

**Current dollars. 
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it is remarkable that seven-eighths of the gross capital accumulated 

during the period came from the farmers' gross saving and only one-

eighth came from credit. 

The land-appreciation value should also be regarded as another 

source of farm capital formation, Ihis process is different from 

inflation and it refers to the net increase of land values over time. 

It is generally true in a growing economy. It stems from dynamic 

conditions such as the growth of population and demand for land for 

many uses.^"^ 

Sources of capital for the individual farmer. As individuals, 

farmers obtain capital funds by (1) saving from current income, (2) 

leasing, (3) inheritance, and (U) borrowing. 

Savings. Savings, or the residual resulting from disposable in 

come minus consumption, constitute one of the most important sources of 

capital formation for the individual farmer as well as for the entire 

econonQT. The high degree of saving capacity characteristic of farm 

families stems from the peculiar condition of farming that constantly 

forces them to re-invest their incomes into the business. On the other 

hand, though the rate of financial progress an individual farmer can 

reach is largely a function of the volume of savings and their subsequent 

F. G. Spitze, 0£. cit., p. 27. 

17James R. Martin and John H. Southern, Part-Time Farming in 
Northeast Texas, Texas Agricultural Experiment Station Bulletin 970 
(College Station, Texasj The Agricultural and Mechanical College of 
Texas, January, 1961), pp. 15 and 23. 
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transfer to productive assets, there is also the fact that often farmers 

in need of capital are those nho have saved little and have the least 

saving ability.^® This unequal saving capacity is particularly impor 

tant in formulating financial policies intended to help low-income 

farmers. 

Moreover, it is evident that rising farm costa and higher stand 

ards of living have limited the value of saving as a factor of capital 

formation for the individual farmer,. Baum and Bachman, referring to a 

stucfy undertaken by the U. 5. Department of Agriculture in 19^7, indi 

cate that $12,000 of total farm sales would be necessary to produce 

incomes of $3^500 to operator and family labor. TShen results of this 

study are compared with data in Table IV it becomes evident that only 

79UiOOO, or 21 per cent, of the 2,U million U. S. comnercial farms in 

1959 were able-dio reach the projected income of $3,500j idiich in turn., 

practically leaves no margin for saving. 

Leasing. Renting is a convenient method farmers have for con 

trolling larger amounts of capital and a means of obtaining higher net 

returns, particularly -ahen they possess adequate managerial ability but 

limited credit opportunity. By expanding farm size, farm operators are 

able to utilize unused management, labor and operating capital while 

avoiding the risk and equity problems associated with ownership. 

^®Harold C, Larsen, "limitations to Obtaining Developmental Capi 
tal in Agriculture," Irving T. Davis, ed., Selected Readings in AgricTil-
tural Credit (Berkeley: University of California, 1952), p. 2F, 

L. Baum and K. L. Bachman, "The Economic Problem," E, L. 
Ba\an, H. G. Diesslin, E. 0. Heady, ed., op. cit., p. 9. 
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TABLE IV 

iraiTED STATES FARMS BT ECONOMIC CLASS, 1959* 

Farms Niimber 

Commercial farms 2,l4l2,l60 
Class I (farms with sales of $U0,000 or more) 102,1U3 
Class II (farms with sales of $20,000 to $39,999) 209,97U 
Class III (farms with sales of $10,000 to $19>999) !4.8l,881i 
Class IV (farms with sales of $5,000 to $9,999) 652,938 
Class V (farms with sales of $2,500 to $U,999) 616,839 
Class VI (farms with sales of $50 to $2,[|.99) 3^8,382 

Other farms 1,289,166 
Part-time (operator under 65 years of age, and 

working off farm 100 or more days or 
with income from other sources greater 
than farm products sold, and sales of 
farm products $50 to $2,U99) 882,371 

Part-retirement (operator 65 years old or over 
and sales $50 to $2,li99) li03,696 

Abnormal 3>099 

Total 3>701,326 

*Source: United States Department of Agriculture, Farmers Home 
Administration, Loan Programs of the Farmers Home Administration 
(Washington: Government Printing Office, June, 1962), p. 26. 
(Mimeographed,) 
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That rental arrangements are specially attractive for starting 

farmers, ■who usually are short of capital, was illustrated by a study 

conducted in Misso-uri which indicated that 77 per cent in a sample of 

17^ beginning farmers who made a start in farming since 195U entered 

agriculture as tenant operators or in father-son arrangements. 20^ 

Despite these apparent advantages for beginning farmers, the 

trend in tenancy continued downward in the past decade. The number of 

total tenants in the United States dropped from l.U million in 19lj.9 to 

7^0,000 in 19^9. The proportion of tenancy diminished by 6,3 per cent 

in spite of the 30 per cent reduction in number of owners (Table V). 

Inheritance. In an economic sense, inheritance is the transfer 

of an amount of capital accumulated by incremental process over time. 

For the individual farmer, inheritance may constitute an important 

source of capital. 21 In the American system, however, inheritance has 

limited value as different shares of the estate may be inherited by 

various heirs when the fanner-owner dies. This fact brings about the 

problem of refinancing the farm business each generation which consti 

tutes one of the distinctive features of agriculture. It is a 

contributing factor which makes farm financing difficult. 

^Opranklin J, Reiss, Getting Started and Established in Fanning,
North Central Regional Extension Publication No. d (Urbana* University
of Illinois, i960), pp. II1.-I5. 

^^Phillip M. Raup, "Farm Family Capital Accmialation and Invest 
ment Process," E. L. Baum, H. G. Diesslin, E. 0. Heady, ed., op. cit., 
pp. 163-165. 
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TABLE V 

UNITED STATES FARM OPERATORS BY TENURE, 19h9 
COMPARED TJITH 19^9* 

Farm operators Number 

Full OTmers: 

19^9 2,116,026 
191^9 3,089,583 

Part owners: 

1959 809,600 
1919 82U,923 

Managers: 
1959 20,503 
19h9 23,527 

All tenants: 

1959 757,513 
19li9 1,1M,129 

Proportion of tenancy 
Year Per cent 

1959 20.5 
19U9 26.8 

•wSource: United States Department of Agriculture, Farmers Home 
Adninistration, Loan Programs of the Farmers Home Administration 
(Washington: Government Printing Office, June, 1962), p. 26. 
(Mimeographed.) 

"•v J 
.'Su 
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7. ECONOMICS OF CREDIT USE 

An analysis of farm credit is aided by the use of some principles 

derived from economic theory. In the following pages an attempt will be 

made to discuss three important economic principles} (1) marginal 

productivity; (2) iincertainty, and (3) repayment capacity. 

Marginal productivity. Farmer borrowers as well as all other 

farmers are confronted with an optimizing problem in the allocation of 

both owned and borrowed funds. The fundamental conditions to reach an 

optimum combination of resources are dictated by the concept of marginal 

productivity* i.e.* each monetary unit should be allocated idiere the 

return to the factor is the moat profitable. Farmer managers, therefore* 

shotild apply their resources to esxpand total output to the point iriiere 

marginal returns equal marginal costs. At this level of output, also the 

marginal physical product (MPP) per dollars worth of aiiy^of the factors 

equals the marginal physical product per dollars worth'of'each Of the 

factors used in the production process. 

Assuming four factors* land* labor* capital and i^agment* the 

least cost combination at any output will occur when 

MPP land MPP labor MPP capital MPP management ,. 
P land P labor P capital P management 

and profit will be maximized when 

^^i^on F. Hesser and Melvin R. Janssen, Capital Rationing Among 
Farmers* Research Bulletin No. 703 (Lafayette, Indiana: Purdue 
University, I960)* p. 3. 
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MPP land ̂  MPP labor ̂  MPP capital ̂  MPP management „ 1 ^2) 
P land P labor P capital P management 

in which the Pj^ (i = land, labor capital, management) are prices per 

unit of the factors and Py is the price per unit of the product. 

TShen applying this principle, farmers attempt to allocate their 

resources in the crop and livestock enterprises which are most profit 

able. 

Uncertainty. Farmers as managers are forced to formulate 

production plans and make decisions based on current knowledge in antic 

ipation of future events. Since knowledge of the future is imperfect, 

farmers are faced with uncertainty in making such decisions. 

One of the most important causes of uncertainty in farm credit is 

fluctuation of income from which loans have to be repaid. These fluctu 

ations in income are a consequence of unpredictable changes in farm 

yields and of price variations from the time expenditures are committed 

to the date in which the farm output is sold. 

Production uncertainties in agriculture are those connected with 

weather and other natural hazards, any one of which would change the 

yields farmers expect from a given combination of inputs in the pro 

duction of a farm commodity. 

Market or price uncertainty refers to unexpected changes in price 

of products. Although this uncertainty is common to any industry, it 

^3ibid., p. 3. 

^^Milton H. Spencer and Louis Siegelmen, Managerial Economics 
(Homewood, Illinois: Richard D. Irwin, Inc., 1959)> pp. 5-7^ 
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is particxilarly important in agricnlttire because prices of individual 

farm commodities are highly variable. Changes in demand and supply for 

both", inputs used in production and for farm commodities resulting from 

it, along iirith changes in technology that occur during the long agricul 

tural production process sometimes have the effect of altering the best 

combination of inputs for each enterprise and for the various enter 

prises within the farm firm. 

Agricxilture lacks flexibility not only because fixed resources, 

such as land and buildings and often machinery, constitute a high 

percentage of farm capital, but also becaiise once variable inputs are 

committed to the production of farm commodities, they become fixed costs 

and farm plans cannot be easily changed. IBiis low flexibility of the 

industry leads farmers to continue in production as long as farm 

receipts cover variable cash costs. Additionally, individual farmers 

act as perfect competitors but have to deal with oligopolies in buying 

their productive inputs or with oligopsonies when selling their outputs. 

The farmers' position in the market place is better understood in 

considering that only eight farm machinery manufacturers produce about 

65 per cent of the sales of the industry, while 20 feed manufacturing 

companies accouirt for ii3 per cent of totaO. value of shipments. 

Inversely, firms to which farmers sell their products tend to be larger 

and fewer in number. 

^^Kenneth E. Ogren and Grlin J, Scoville, "Farm Supply and 
Marketing Activities," Mervin G. Smith, ed.. Adjustments in Agriculture— 
A National Basebook (Amesj Iowa State University Press, 19*61), pp. 
?3IP53F: 
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Forced to deal in this realm of less than pure competition -with 

about 60 per cent of production costs linked to off-farm inputs, and 

marketing highly perishable products in some cases, farmers have little 

market alternative, that leads to profit -uncertainty. 

Repayment capacity. Borrowers increase their repayment capacity 

by using at least three basic proceduresj 

1. By investing their net income in excess of li-ving expenses 

to increase their net worth which, according with the 

theory of capital formation, is concomitant with larger 

net returns if li-ving expenditures are held constant. 

2. By means of adequate repayment schedules, debt repayments 

should be carefully coordinated with periods in -vnhich the 

farm firm will receive the cash retiim for its products. 

3. By keeping non-self-liquidating loans to a minimum, such as 

real estate loans, farmers expand their capacity to meet 

credit payments. 

VI. METHODOLOGY 

Eleven Farmers Home Administration county offices of Middle 

Tennessee were selected for collection of data on -which the present -work 

Tiras based. Data collected comprised the total number of Farmers Home 

Administration active borrowers in these eleven coimty offices for 19^8 

and 1961. The number of cases recorded in 1938 was 281 farmer borrowers 

while in I96I this number increased to 333 cases. 
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Data were collected during the sumer of 1962 from two different 

sources: (1) annual reports filed at the State office in Nashville, and 

(2) from "Farm and Home ELans" corresponding to each individual borrower 

whose records were kept at the eleven different "county" offices. 

Processing of data was partially made through IBM facilities. Names and 

description of the eleven coixnties are included in Chapter II, 

VII. FARMERS HOME ADMINISTRATION 

The Farmers Home Administration^^ is an agency in the U. S. 

Department of Agriculture created by an Act of Congress on August lU, 

I9I4.6. The main objective of this agency is to make loans to low-income, 

low-equity farm families to enable them to become soundly established in 

agriculture. To this purpose, loans are made only to farmers whose 

credit rating is below that accepted by conventional lenders. Borrowers 

receive continuing management and technical advice from coinity super 

visors. Funds are disbursed according to annual farm and home plans. 

Loans made by FHA cover all types of farm credit and can be made up to 

100 per cent of the normal value of the security. 

A conservative rate of appraisal, careful consideration of the 

earning power of the farm firm including the farmer's character and 

managerial ability, along with adequate supervision have decreased the 

risk involved in this type of operation, as shown by the low per cent 

of total loans charged off since the inception of this program,(Table VI), 

26Referred to as FHA in the following pages. 
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TABLE VI 

farmers home AI3MINISTRA.TI0N 

LOAN, COLLECTION AND DEBT ADJUSTMENT ACTIVITIES 
(FROM INCEPTION OF PROGRAM TO JUNE 30, 1961)* 

Activities Dollars 

Amount of loan advances $5>5U7,733»802 

Credit on principal; 
Repayments U>0lil|.,7ii.3j770 
Charged off 227,132,668^ 
Judgments 8,14.22,714.6 

Total credit on principal U,280,599,181; 

Amount outstanding close l,267,13ii,6l8 

Interest payments to U. S. government 57U,869,927 

Total principal and interest payments [(.,619,613,697 

Per cent of loan advances; 
Principal repayments 72.9 
Charged off U.l^ 
Judgments .2 
Amount outstanding 22,8 

Total 100.0 

^■Includes amoxmt charged off on rural rehabilitation, emergency 
crop and feed loans. On programs currently active, less than one per 
cent of total amount loaned has been charged off. 

*Source; United States Department of Agricizlture, Farmers Home 
Administration, Loan Programs of the Farmers Home Administration 
(Washington; Government Printxnjg Office, June, 1962), p. 22. 
(liimeographed.) 
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The six major lending programs operated by FHA arej (1) oper 

ating loans to make basic farm adjustments -which include the refinancir^ 

of chattel debts. Loans in this category may not exceed f35,OOOj (2) 

farm onmership loans to enlarge, de-velop and buy farms not larger than 

family farms, and to refinance debts. Maximum amount in this category 

is $60,000j (3) rural housing loans up to $8,000 to families li-vlng in 
OO 

rural areas, for construction of home and farm buildings; (Ij.) water 

and soil conservation loans, up to $60,000 if made to individuals; up to 

$500,000 if appropriated funds are used or up to $1,000,000 if insured 

funds are used when loaned to associations; (5) emergency loans, and (6) 

watershed loans. 

Funds for regular loans are pro-vlded by the Federal Treasury. 

Funds for emergency loans are authorized by Congress from a revolving 

fund, while fiinds for insured loans come from commercial lenders. 

Insured loans may be made up to 100 per cent of the normal value of the 

farm. Table VII shows the funds distribution by loan type since 19U6. 

^'^FHA defines family tjrpe farms as those "large enough to produce 
enough income to pay (1) farm operating expenses; (2) family li-ving 
expenses; (3) annual installments in debts, and (U) establish a reserve" 
.... and -which "are small enough so that the family can do most of 
the work on the farm," U. S. Department of Agriculture, Loan Programs 
of the Farmers Home Administration, Publication PA 360 (Washington: 
^vernment Printing Office, 1961), p. 3» 

^®Since I96I includes non-farm families li-ving in rural areas. 

^^United States Department of Agriculture, Farmers Home Adminis 
tration, Loan Programs of the Farmers Home Administration (Washington: 
Government Printing Office, June, 1962), p. 26. (Mimeographed.) 
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FHA is organized on a nation-wide basis, including Puerto Rico, 

with a national office in Washington, D. C«, lj.3 state offices and about 

1,500 county offices. 

It has been estimated that about two million farmers have borrowed 

some ̂ ,5 billion dollars from FHA and its predecessor agencies, the Farm 

Security Administration and the Crop and Feed Program, since the time 

they were established in 1935 to June, 1962, 

VIII. RELATED RESEARCH 

In 1957 the University of Minnesota conducted a study of 189 farm 

ownership loans made by FHA.^*^ The study was designed to determine (1) 

the size of loans and use of funds, (2) income and expenses analysis, 

(3) size of farms and earning capacity, (U) financial progress, (5) 

repayment record, and (6) an overall analysis of the loan program of 

FHA. 

The findings of the study show that the average farm ownership 

loan was $9,589 with 137 farmers receiving tenant purchase loans, 10 

farm enlargement loans, and 33 farm development loans. Substantial 

parts of both farm enlargement and farm development loans were used to 

re-finance existing debts. Since the borrower's average gross farm in 

come was $5>936, which scarcely covered operating and family expenses, 

the farmers had to rely on off-farm income for debt repayment. A more 

^^Peter Helmberger and Reynold Dahl, Financing Farm llE.th 100 Per 
Cent Loans, Bulletin 1U).7 (Saint Paulj University of Minnesota, 1958), 
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critical'problem was faced by 25 per cent of the borrowers i/diose net 

cash farm income was less than $1,000, which was too small to cover cash 

family living expenses. Over one-fourth of borrowers farmed less than 

100 acres which was considered by the author to be an inefficient size 

farm. The high degree of lending risk was demonstrated by the low 

average equity of borrowers (l).8,5 per cent) idiich was as low as 30 per 

cent in lit per cent of the cases. Careful selection of applicants and 

productive farms are required before approving 100 per cent loans if 

disappointments and losses are to be held to a minimum, the author 

concluded. 

Under the title of "Approaches to Income Improvement in Agri-

cultirre"^^ a study was based on the analysis of 5>555 farm operating 

loans made by FHA dtiring the period 19U7-53 throughout the nation. 

Ihe study reported that borrowers' total net cash income in 

creased by U7 per cent with only a small part of the increase resxilting 

from changes in farm prices during the period. Average net vrarth in 

creased by 60 per cent. The rate of progress made by borrowers in the 

South was lower than that achieved in other regions of the United States. 

The author believed that these differences reflected differences among 

regions in social and economic conditions, rather than differences in 

character and management capacity among the borrowers. Therefore, the 

low-income farm problem cannot be solved at the individual farm level. 

^lllfilliam E. Hendrix, Approaches to Income Improvement in Agri 
culture,Production Research Report No. 33, United States Department of 
Agriculture (Washington: Government Printing Office, 1?59). 
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but through prcgrains planned on area-wide, regional and national bases 

which would improve the production and employment opportunities of low-

income areas generally. Higher rates of progress were achieved by 

younger borrowers. THhen operating with the same quality and quantity of 

resources no significant differences were found among white and non-

white borrowers. 

Conventional lenders have implied a cause-effect principle which 

states that a farmer's present net worth measures his management capacity. 

This is often used as an index to determine the amount of credit that can 

safely be advanced to him. However, little relationship was encountered 

between the initial net irorth of the cases studied and their success in 

increasing their incomes and net worth while under the program. 

The principle of increasing risk, i.e., "marginal risk increases 

with the amount invested,"32 is a relevant concept for both lenders and 

borrowers. It is easier explained when taken on a comparative basis. 

For instance, if two farmers possess the same equity but one is in 

debted and the other one not, equal changes in the price of assets lead 

to a higher percentage variation in eqiiity for the borrower farmer than 

for the debt-free farmer. Illustrative in this aspect is a study under 

taken in Illinois of farm loans made by commercial lenders. The authors 

foimd that asset-creating loans were granted in significantly larger 

32jfi.chael Kalecki, Essays in the Theory of Economic Fluctuations 
(New Yorkj Farrar and Rinehart, Inc., 1939), p. 9^. 
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amounts than non-asset creating loans. This lenders' tendency vrould 

partially be explained as a reaction taken by bankers in order to off 

set the effects of the principle discussed above. Eventually, such a 

policy could lead to non-optimum combination of resources. 

■3^0. B. Baker and G. D. Irwin, Effects of Borrowing from Commer 
cial Lenders on Farm Organization, Bulletin 671 (Urbanaj University of 
Illinois, 196rji pp. 21-22. 



CHAPTER II 

DESCRIPTION OF THE AREA 

The general characteristics of an area result from the combination 

of physical, economic, social and biological factors. An understanding 

of how these factors combine is useful for an appraisal of the environ 

ment in which the farm operators are living and working. 

The present chapter attempts to fulfill this requirement through 

a short description regarding the area in which the eleven counties are 

located. 

I. PHYSICAL FACTORS 

Counties. The eleven counties included in the survey are listed 

in alphabetical order, with the FHA office serving the county in 

parenthesisj 

1. Cannon (MclfiLnnville) 7. PLckett (Livingston) 

2. Clay (Celina) 8. Putnam (Cookeville) 

3. DeKalb (McMLnnvllle) 9. Van Buren (Mclfinnville) 

k' Jackson (Gainesboro) 10. Warren (McMLnnvllle) 

Macon (Lafayette) 11. White (Cookeville) 

6. Overton (Livingston) 

Geography. The area is-located entirely mthin the limits 

of the geographic division known as Middle Tennessee (Figure 1). Macon, 

Clay and Pickett Counties lie toward the Northern limit of the area and 

26 
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FiaURE 1 

GECGRAPKIC LCCATION OF TIiE ELEVEN SELECTEE 
MDDLE TEILIESSEE CGUI'ITIEE 

Ref.! 

1. Ivlacon 
2. Clay 
3. Pickett 

k. Jackson 
s. Overtoi: 
6. Putna;n 

7. DeKalb 
8. Gannon 
9. Warren 

10. Tfiiite 
11. Van Buren 
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are bounded by the State of Kentucky. Warren and Van Biiren are the tiro 

most Southern counties. The Western and Eastern boundaries of this 

■whole area are approximately between the 86° and 85° meridians, re 

spectively. The area includes 3>U95 square miles, which is about 8.U 

per cent of the total state area, 

Riysiography.^ Reading from West to East, three major natural 
regions lie across the eleven counties, i.e.. Highland Rim, Central 

Basin and Cumberland FLateau. 

Soils. Although slightly different in some aspects, counties in 

the sample have common soil characteristics corresponding to those of 

Dickson-Mountview-Bodinej Baxter-Dellrose-MLmosa; Cumberland-Waynesboro-

Decaturj Sango-Bodinej Hartsells-Muskingum, and Muskingum-Hartsells 

associations. These soils are moderate to low in fertility with some 

being fairly productive \mder good managonent. The topography ranges 

from rolling to hilly. Some steep areas are relatively fertile but 

these present a farming problem because machinery cannot be utilized 

efficiently. 

Climate. Middle Tennessee lies in the humid region of the United 

States. The normal annual temperature if 59 and the normal annual 

Joe A. Martin and B, H, Luebke, Types of Farming in Tennessee,
Agricultural Experiment Station, Bulletin 3ll "(lOrioxville: Tlie University
of Tennessee, March, I960), pp, 9-20. 
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precipitation is $l.h2 inches, as recorded at the Lewisburg Experiment 

Station.^ 

II. ECONOIIIC RESOURCES 

Agriculture. Agriculture is the traditional mainstay of the 

region. A major part of the total acreage is woodland. Tobacco is the 

chief cash income crop. Corn is an important row crop which is mainly 

fed to hogs rather than being marketed as grain. Dairy and beef cattle 

are other important soiirces of farm income. 

The average size of farms in the eleven counties ranges from 88 

acres to a high of only 116 acres which, along with low soil fertility, 

makes it difficult for farmers to organize their farms into an 

economically efficient unit (Table VIII). 

Industry. One common characteristic of the region is the 

relatively low degree of industrialization. Mining, mainly coal and 

limestone rocks, and timber are important sources of industrial activ 

ity. Manufacturing includes food, apparel, furniture, leather products 

and other small factories. 

Human resources. The total population of the area, mostly 

classified as rural, is 137,000 or about 3.9 per cent of the State 

population. The people of the region are largely of Scotch-Irish and 

^United States Bureau of the Census, Historical Statistics of the 
United States, Colonial Times to 1957 (Washington: Government Printing 
Office, I960), pp. 2k6-2l^. 
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TABLE VIII 

FARM LAND AREA, FARM CAPITAL, AND FARM RECEIPTS, ELEVEN SELECTED 
MIDDLE TENNESSEE COUNTIES AS COMPARED TO THE STATE, 19^9* 

Proportion Average Average Average 

Name 
Total land Number size value Total receipts 
land area of of land and farm per 

area** in farms farms farm buildings receipts farm 

Square Per cent Number Acres Dollars Million' Dollars 
miles dollars 

State lil,762 60.2 157,688 102.0 12,1488 I47U.5 3,009 

Cannon 271 82.7 1,230 116.5 7,892 2.I4 1,986 
Clay 235 71.6 968 111.2 7,323 1.9 1,981 
DeKalb 276 80.7 1,507 9li.5 8,632 3.1 2,202 
Jackson 327 77.8 l,5U9 105.1 8,7U1 3.0 2,0014 
Macon 30h 87.6 1,93U 88.1 7,U32 9.9 3,605 
Overton h39 58.0 1,676 97.2 6,988 2.6 1,590 
Pickett 157 56.7 712 80.1 7,10U 1.1 1,5914 
Putnam li06 65.6 1,997 85.U 10,3149 3.1 1,537 
Van Buren 255 28.0 li21 108.5 6,7914 .5 1,238 
Warren 1;U2 lk.3 1,828 llU.9 11,980 6.1 3,391 
White 383 614..6 1,62U 97.5 11,557 3.ii 2,223 
Total 11 

counties 3,U95 15,U;6 37.1 

Proportion 
of state 8.36 —9.79 7.6 

■K-Source; Adapted from United States Bureau of the Census, United 
States Census of Agriculture? 1959, Vol. I, Counties—Part 31, 
Tennessee (Washingtonj Government Printing Office, 1961), pp. 1)|)| and f. 

■(HfSource! United States Bureau of the Census, County and City
Data Book, 1962 (A Statistical Abstract Supplement) (Washingtonj
Government Printing Office, 1962), pp.33d and f. 
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English descent. A large number of people tend to leave the region 

seeking employment elsewhere because of low farm incomes and the lack of 

local job opportunities. Tlhile the state population grew by 8 per cent 

during the past decade^ the population of each of the eleven counties 

decreased with the exception of larren County. 

III. FARM DATA 

The average value of land and buildings per farm in 1959 ranged 

from $6,800 in Van Buren County to $12,000 in Ihrren County, as compared 

to an average of $12,500 for the idiole state. The average value of «n 

farm products sold in 1959, on a per farm basis, ranged from $1,200 in 

Van Buren County to $3,600 in Macon County, compared with an average of 

$3,000 for all Tennessee farms. There were approximately 10,000 farm 

owners and 2,100 tenants in 1959. 

The farmers' average age was about 5l years compared with an 

average of $l,li years in the state as a ndiole (Table IX), Only 38 of the 

8,000 commercial farmers were Class I, according to the 1959 census 

(Table X).^ 

3 
According to the Census of Agriculture for 1959, Class I 

commercial farms were those with a value of farm products sold amounting 
to $li0,000 and over. 
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TABLE X 

CaiMERCIAL FARMS, ELEVEN SELECTED MIDDLE TENNESSEE COUNTIES 
AS COliPARED TO THE STATE, 1.9S9* 

All Other 

commercial Class Class Class Class Class Class farms 

farms I II III IV V VI ** 

state 82,639 619 1,760 5,713 1U,797 30,112 29,608 75,056 

.i.i 1 —Cannon 506 16 70 195 225 705 
—Clay 520 1 21 hi 197 260 Ul;5 

DeKalb 682 5 6 71 2l;0 360 820 
Jackson 885 10 28 72 270 505 615— 

Macon 1,935 16 32 115 335 777 660 832 
Overton 689 5 6 28 U6 161; 1U;0 982 

—Pickett 311 16 25 75 195 1;21 
—Putnam 759 17 86 236 1;20 1,275 

Van Buren 116 10 5 32 192 291 300 980 
Warren 830 7 1 37 100 200 290 910 
Total 11 

counties 7,868 38 60 316 1,06U 2,685 3,705 8,300 
Proportion 
of state 9.5 5.9 3.1; 5.5 7.2 8.9 12.5 11.0 

^♦Source: Adapted from United States Bureau of the Census, United 
States Census of Agriculture: 1959j Vol. I, Counties—Part 31, Tennessee 
(Washington: Government Printing Office, 1961), pp. lUi and f. 

Includes part-time, part-retirement and abnormal farms. 

. •- • •• 
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CHAPTER III 

FINDINGS OF THE STUDY 

For puiposes of analysis, farm operators were grouped by type of 

farm and by tenure status to study the differences in the farming opera 

tions and financial position of FHA borrowers in 19^8 and I96I. 

Borrowers were classified into six groups similar to the Census 

definition:^ (1) Tobacco farms, those obtaining 50 per cent or more of 

their gross farm income from tobacco salesj (2) Dairy farms, with ^0 per 

cent or more of their gross farm income provided by sales of dairy 

productsj (3) Hog farms, with per cent or more of their gross farm 

income coming from hog sales; (U) Beef farms with 50 per cent or more of 

gross farm income being derived from sales of beef cattle; (5) General 

farms, those farms producing different commodities, but no one commodity 

group making up ̂ 0 per cent of the gross farm income; and (6) "Other" 

farms, those yihose main source of income was any farm product with the 

exception of the above. 

2 
Following the Census definition, borrowers were grouped as: (1) 

Owners, those who operated only the land they owned; (2) Part owners, 

those who operated land they owned and land rented from others, and (3) 

Tenants, those who operated only rented land. 

^United States Bureau of the Census, United States Census of 
Agriculture; 1959, Vol. I, Counties—Part 31j Tennessee (Washington: 
Government Printing Office, 1961), p. XXIV. 

^Ibid., p. XXIII. 
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I. DESCRIPTIVE CHARACTERISTICS OF BORROTI*ERS 

AND THEIR FARMS 

BorroTurers' age. "Qie FHA borrowers were, on the average, younger 

than the average Tennessee farmer. In 1958 the average borrower was 

UO.9 years old and in 1961 he was Ul.3 years old, while the average age 

was 5l«li and 50 years in 1959 for Tennessee farmers and farmers in the 

eleven counties as a whole, respectively. Both in 1958 and in 1961, 

almost one half of the borrowers were younger than UO years of age, and 

more than three-fourths averaged less than 50 years of age (Tables X 

and XI). 

T^es of farming. Farm activity was fairly diversified among the 

borrowers. General farms accounted for Uli per cent of the total in 1958 

and 33 per cent in 1961 (Table XII), Dairy farmers were the second 

largest in number with 77 farms or 27 per cent in 1958 and 111 farms or 

31 per cent in I96I. Tobacco farms ranked third with about 20 per cent 

in both 1958 and I96I. 

The total number of active cases changed from 281 in 1958 to 353 

in 1961, an increase of 26 per cent or 72 cases. Dairy farms increased 

by almost li5 per cent, from 77 to 111 cases. This important change 

coincided with the emphasis given at this time by the Federal government 

to price support policies in favor of the dairy industry. The price 

support for manufacturing milk which was at $3.06 from Apid.1 1, 1958 to 

September 16, I96O was advanced at that time to $3.22 and then on 

? 
i. ■ «. , 

A '..J -y"- . i ..LLir •.tc.-jrl... . '•, 
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TABLE XI 

FARMERS HOME ADMINISTRATION BORROWERS CLASSIFIED BY AGE, ELEVEN 
SELECTED MIDDLE TENNESSEE COUNTIES, 19^8 AND 1961 

1958 1961 
Years of age Per cent Per cent 

Number Per cent cumulated Number Per cent cumulated 

Less than 20 1 * 

20-29 51 18 18 h9 Ih lU 
30-39 77 28 1;6 102 29 li3 
Ii0-ii9 97 35 81 123 35 78 
^0-59 h3 15 96 67 19 97 
60-69 12 h 100 11 3 100 

Total 281 100 353 100 

*Less than 1.0 per cent. 
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TABLE ni 

FARMERS HOME AEMIWISTRATION BORROWERS CUSSIFIED BY FARM TYPE, 
ELEVEN SELECTED MIDDLE TEIWESSEE COUNTIES> 

1958 AND 1961 

Niimber 
Farm tjrpe of cases Change 

1958 1961 Number Per cent 

Tobacco 50 70 20 Uo 
Per cent 18 20 

Dairy 77 111 3U Wi 
Per cent 27 31 

Hog lli IS 1 7 
Per cent 5 h 

Beef 6 16 10 167 
Per cent 2 5 

General 123 128 5 U 
Per cent Ui 36 

Other 
Per cent 

All Farms 

11 
h 

281 

13 
U 

353 

2 

72 

18 

26 

• .. 

, , -i, -

-■■} . -
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March 10, I96I to $3»U0. Tennessee prices for manufacturing grade milk 

also increased from an average of per hundredweight in 19^8, to 

$3.50 in 1961.^ Tobacco, as has already been mentioned, was an important 
cash crop in the region. In 1958 the number of tobacco farms was 50, 

while in I96I it was 70, 

Tenure status. In 1958, owners had 55 per cent of the total 

number of loans granted and part owners obtained 28 per cent (Table 

XIII). In 1961, 181 loans, or 5l per cent of the total caseload, were 

advanced to owners, and 113 loans, or 32 per cent, were made to part 

owners. 

Tenants, with 1? per cent in both 1958 and 1961, had the lowest 

percentage of loans granted. The low rate of distribution for this 

category was in line with the proportion of tenancy in the whole area, 

which ranged from k per cent to less than 20 per cent (Table X), On the 

other hand, it may be partially explained by the fact that the percent 

age of tenancy tends to be low where land prices are low. 

Size of farms. Although the average size of farm was relatively 

small, the size of the farms in the study was larger than the state 

^United States Department of Agriculture, Economic Research 
Service, DS 289 (Washington; Government Printing Office, April, 1962), 
p. 7. 

^United States Department of Agriculture, Dairy Statistics 
Ttoough i960. Economic Research Service, Statistical Bulletin No, 303 
(Washington; Government Printing Office, April, 1962), pp, 275 and 279. 
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TABLE XIII 

FARMERS HOME AIMINISTRATION BORROTIVERS CLASSIFIED BY TENURE STATUS, 
ELEVEN SELECTED MIDDLE TEI'INESSEE COUNTIES, 19^8 AND 1961 

Number 
Tenure status of cases Change 

1958 1961 Number Per cent 

Ovmers 153 181 28 18 
Per cent 55 51 

Part owners 79 113 3k k3 
Per cent 28 32 

Tenants k9 59 10 20 
Per cent 17 17 

All farms 281 26353 72 
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average of all farms as well as the average farm in the region. The 

average size of farm in the study was 1^3 acres in 19^8 and 167 acres 

in 1961 (Table XIV), compared with less than 100 acres for the 11 county 

region and 102 acres for the State in 19^9. 

The average size of farm increased by almost 10 per cent for all 

farms, with the largest increase being made by "other" farms, with an 

increase of 99 acres or 61 per cent. Tlllhile all the other categories 

except beef increased their total acreage, the average size of beef 

farms actually decreased by 20 per cent, from I69 acres in 1958 to 135 

acres in I96I. 

Crop acreage. Although total farm land is an important factor in 

regard to the value of assets, a better measure of the earning potential 

of any given farm is perhaps the acreage of cropland. Table XIV indi 

cates that cropland acreage for all farmers in the study averaged 96 

acres in 1958 and IO8 acres in I96I. Ullhen these averages were compared 

with total farm land, it was found that the rate of land utilization was 

more than 60 per cent in 1958 and 1961, 

Uhen grouped by farm type, "other" farms had the largest size, 

260 acres in 1961, but dairy farms had the highest rate of land utili 

zation, 72 per cent in I96I. 

THhen land factors were analyzed according to the tenure status of 

farm operators, the average number of total and cropland acres T»as 

approximately the same for the three categories in 1958 (Table XV). 
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TABLE XIV 

CHANGES IN TOTAL AND TILLABLE ACREAGE OPERATED, BY FARM TYPE, 
FARMERS HCtffi ADMINISTRATION BORROTI?ERS, ELEVEN SELECTED 

MIDDI£ TENNESSEE COUNTIES, 1958 AND 1961 

Farm type 

Tobacco 

Total farm land 

Total land in crops 
Proportion land in crops 

Dairy 
Total farm land 

Total land in crops 
Proportion land in crops 

Hog 
Total farm land 

Total land in crops 
Proportion land in crops 

Beef 

total farm land 
Total land in crops 
Proportion land in crops 

General 

Total farm land 

Total land in crops 
Proportion land in crops 

other 

Total farm land 

Total land in crops 
Proportion land in crops 

All farms 

Total farm land 

Total land in crops 

acres 

151 
81 

5U 

161 
110 

68 

lliO 
115 
82 

169 
119 
70 

150 
88 

59 

161 

109 
68 

153 
96 

Averaige per farm 
-T95I Change 
acres Acres Per cent 

16U 13 9 
87 6 7 
53 -1 

163 2 1 

118 8 7 
72 k 

180 uo 29 
125 10 9 
69 -13 

135 -3k -20 

89 -30 -25 
65 -5 

161; Ik 9 
105 17 19 
61; 5 

260 99 61 
156 i;7 1;3 
60 -8 

167 lU 9 
108 12 13 

2Proportion land in crops 63 65 



 � 
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TABLE XV 

CHANGES IN TOTAL AND TILLABLE ACREAGE OPERATED, BY TENURE STATUS, 
FARI;IERS HOME ADMINISTRATION BORROliYERS, ELEVEN SELECTED 

MIDDLE TEIWE5SEE COUNTIES, 1958 AND 1961 

Average per farm 
Fann type 1930 1961 Change 

Acres Acres Acres Per cent 

Owner 

^^EaT farm land 152 161 9 6 
Total land in crops 92 103 11 12 
Proportion land in crops 61 6U 3 

Fart oTimer 

Total farm land ISOl51i 26 17 
Total land in crops 117 2097 21 
Proportion land in crops 63 65 2 

Tenant 

total" farm land 157 158 1 * 

Total land in crops lOi; lOi; .i... 

Proportion land in crops 66 66 — 

All farms 

to'tal fann land 153 167 11; 9 
Total land in crops 96 108 12 13 
Proportion land in crops 63 65 2 

•J^Less than 1,0 per cent. 



Part o-wners had Increased their total land by 17 per cent and their 

cropland by 21 per cent in I96I, 

Size o£ selected enterprises. Tobacco, com and dairy enterprises 

were selected to estimate the differences in the average size of enter 

prises operated by FHA borrowers in 1958 and 1961. Table XVI reveals a 

degree of diversification among the farms. From 1958 to I96I, borrowers 

decreased com acreage by 12 per cent, from 16 to 11; acresj tobacco 

acreage was not changed (9 acres), and the average number of milk cows 

per farm increased from 5 to 8. Tobacco remained the most stable enter 

prise. 

Off-farm work. The number of months of off-farm work by all 

operators averaged 1,5 months for both 1958 and I96I. However, the 1958 

part owners were working off farm 25 per cent more than the I96I part 

owners. Tenants increased their off-farm work from 1,0 month in 1958 

to 1,6 months in I96I (Table XVII). 

TB-ves' off-farm work for all farms rose by 5t) per cent, from 2 

months in 1958 to 3 months in I96I, As it was explained in Chapter II, 

the entire region lacks off-farm job opportunities. The few available 

are probably better suited for female employment. 

In any case, it was found that over the three-year period farm 

families were relying increasingly on non-farm sources of income to 

obtain their living. The study showed that the average number of months 

worked off farm by the two groups of operators and their wives increased 

from 3.5 to 1;,5 months, a change of 29 per cent. 
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TABLE m 

CHANGES IN SIZE OF FARM ENTERPRISES OPERATED, BY FARM TYPE, 

Farm type 

Tobacco 

Com 

Tobacco 

Dairy 

Dairy 
Com 

Tobacco 

Dairy 

Hog 
Com 

Tobacco 

Dairy 

Beef 

Com 
Tobacco 

Dairy 

General 

Com 

Tobacco 

Dairy 

Other 

Com 

Tobacco 

Dairy 

All farms 

Com 

Tobacco 

Dairy-

FARMERS HOME ADMINISTRATION B0RR01I»ERS, ELEVEN SELECTED 
MIDDLE TENNESSEE COUNTIES, 1958 AND 1961 

Average per farm 
Change 

Units 1958 1961 Units Per cent 

Acre 16 13 -3 -18 
Acre 17 16 -1 -6 
Cow 3 1; 1 33 

Acre 15 lU -1 -7 
Acre 5 6 1 20 

Cow 11 18 7 6U 

Acre 32 11; -18 -56 
Acre 5 h -1 -20 

Cow 1 1 

Acre 17 9 -8 -i;7 
Acre 3 1U 33 
Cow 5 -5 -100 

Acre 16 15 -1 —6 
Acre 9 10 1 11 
Cow 3 5 2 66 

Acre 12 18 6 50 
Acre h 15 25 
Cow 5 8 603 

Acre 16 lU -2 -12 
Acre 9 9 
Cow 5 8 603 
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TABLE XVII 

MONTHS OPERATOR AND WIFE TORKED OFF-FARIi, BY TENURE STATUS, 
FARMERS HOME ADMINISTRATION BORROWERS, ELEVEN SELECTED 

MIDDLE TENNESSEE COUNTIES, 1958 AND 1961 

Average per farm 
1958 1961 Change 

Tenure status Months Months Months Per c( 

Ovmer 
Operator's work 1.7 1.7 
TIRfe's work 1.9 2.7 .8 U2 
Total U.U .8 22 

Part owner 
Operator's work 1.6 1.2 -.U -25 
Tll&fe's work 1.7 3.5 1.6 105 
Total 53 CT l.U U2 

Tenant 
Operator's work 1.0 1.6 .6 60 
TO-fe's work 2.9 3.1 .2 7 
Total 13 UTT 

All farms 
Operator's work 1.5 1.5 
Wife's work 2.0 3.0 1.0 50 
Total 53 113 1.0 29 
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Yields. Table XVIII sximmarizes the changes in production per 

unit for selected enterprises during the period under survey. 

The average annual milk production per cow for all farms in 1958 

was ii,990 poundsj it increased by llii pomds to 5>10i; pounds in 1961, 

compared to the state averages of U,300 pounds in 1958 and i;,800 pounds 

in 1961. The average yield of com remained unchanged with 53 bushels 

per acre in both years, whereas the comparative Tennessee average was 

39 bushels in 1958 and h3 bushels in 1961. Finally, the average pro 

duction per acre of bur]ey tobacco fell from about 1,860 pounds in 1958 

to 1,832 in 1961, while the state average for this commodity was 1,680 

pounds and 1,855 pounds, respectively.^ 

II. CHANGES IN FINANCIAL STRUCTURE 

Hie previous section showed the general characteristics of the 

borrowers of the tTro sampled periods and the main changes which occurred 

in type and size of farm enterprises of those borrowing in 1958 and 

1961. The present section examines the differences in the financial 

structure of the farm businesses of the two groups of borrowers. 

Balance sheet. Average beginning balance sheets for 1958 and 

for 1961 were calculated by farm type and by tenure status. Farm 

capital, in the following tables, includes only land and buildings, 

productive livestock, and workstock and equipment owned by the farmers. 

The capital represented by the rental value of farms operated under 

^For comparative averages see Table XXXIV. 



U9 

TABLE XVIII 

CHANGES IN YIELD PER ACRE OF SEUECTED CROPS AND IN DAIRY-AVERAGE 
PRODUCTION PER COW, FARlffiRS HOME ADMINISTRATION BORROWERS, 

BY FARM TYPE, ELEVEN SELECTED MIDDLE TENNESSEE 
COUNTIES, 1958 AND 1961 

Average per farm 
Change 

Farm type Unit No.* 1958 No.* 1961 Units Per cent 

Tobacco 

Com Bushel (U3) 50 (55) 50 
Tobacco** Pound (^0) 1,833 (70) 1,936 103 6 
Dairy Pound (26) 1;,1;65 (1;2) 3,9h3 -522 -12 

Dairy 
Com Bushel (69) 58 (85) 51; -1; -7 
Tobacco Pound (50) 1,733 (71;) 1,759 26 1 
Dairy Pound (69) 5,1;11 (101;) 5,797 386 7 

Hog 
Com Bushel (lU) 52 (11) 61 9 17 
Tobacco Pound (10) 1,966 (9) 1,926 -UO -2 
Dairy Pound (3) 1;,667 (1) 3,71;0 -927 -20 

Beef 

Com Bushel (6) 57 (10) 61 k 7 
Tobacco Pound (3) 1,660 (10) 1,850 190 11 
Dairy Pound (1) 5,000 

General 

Com Bushel (llii) 51 (108) 53 2 h 
Tobacco Pound 1,932(119) (116) 1,803 -129 -7 
Dairy Pound (51;) 1;,701 (65) 1;,7U3 1;2 1 

Other 

Corn Bushel (8) 65 (8) 52 -13 -20 
Tobacco Pound (5) 1,756 (6) 1,921 165 10 
Dairy Pound (1;) 5,287 (5) 5,398 111 2 

All farms 

Com Bushel (251;) 53 (277) 53 
Tobacco Pound (237) 1,863 (285) 1,832 -31 -2 
Dairy Pound (157) 1;,990 (217) 5,101; 111; 2 

^Figures in this column indicate number of cases in each enter 
prise. 

•»w-Burley. 
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lease contracts was not included. Neither crop inventories nor house 

hold inventories and financial assets were included. The aim was to 

emphasize only the differences that occurred in the farm asset segment 

owned by 1958 and 1961 borrowers. All values in the study were expressed 

in current dollars. 

The beginning balance sheet for 1958 showed that borrowers in the 

study had accumulated assets averaging approximately $12,000 of idiich 

$7,1;78 were owned and $li,5l7 were debts (Table XIX). By January, 1961, 

total production assets increased to about $16,000, or 33 per cent 

above the initial amount. Most of this increase was the effect of 

credit obtained by farmers during the study period. Total liabilities 

between the two groups increased by 58 per cent from $1^,517 to '$7,123. 

Operating debt accounted for almost $2,600 of this total (an increase of 

more than 80 per cent), and real estate debt accounted for about $l4.,500 

in 1961, which was U6 per cent above the 1958 average. Average net 

worth for all farms reached almost $8,900 in 1961, up $1,1;00 from 1958, 

or a gain of 19 per cent. As might be expected, since the farmers were 

relying on debt financing, the equity ratio (ratio of net worth to total 

assets) fell over the study period from 62 to 55. This meant, in other 

words, that the overall financial strength of the farmers in I96I was 

weaker than the overall financial strength of borrowers in 1958. The 

largest increase in net worth was made by "other" farms, who also 

increased their equity ratio from U9 to 61. Inversely, in 1961 beef 

farms• net worth dropped by almost 50 per cent, and tobacco farms• net 

worth declined by 6 per cent over similar 1958 categories. 
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TABLE XIX 

PRODUCTION FARM CAPITAL (EXCLUDING CROP INVENTORIES), LIABILITIES, 
AND NET TITDRTH, FARl^ffiRS HOME AIMINISTRATION BORROWERS, 

BY FARM TYPE, ELEVEN SELECTED MIDDLE TEIfflESSEE COUNTIES, 
BEGINNING OF 1958 AND 1961 

Farm type 

Tobacco 

Production fann assets 

Real estate debt 

Operating debt 
Total liabilities 

Net worth 

Proportion of farm assets 

Dairy 
Production farm assets 
Real estate debt 

Operating debt 
Total liabilities 

Net worth 

Proportion of farm assets 

Hog 
Production farm assets 

Real estate debt 

Operating debt 
Total liabilities 
Net worth 

Proportion of farm assets 

Beef 

Production fann assets 

Real estate debt 

Operating debt 
Total liabilities 

Net worth 

Proportion of farm assets 

General 

Production farm assets 
Real estate debt 
Operating debt 
Total liabilities 

Net worth 

1958 
Dollars 

9,301 
2,lliO 
1,109 
3,2l;9 
6,052 

65 

1U,583 
U,33U 
1,777 
6,111 
8,li72 

58 

13,605 
2,U82 
1,638 
ii,120 
9,li85 

70 

22,807 
U,26l 
1,976 
6,237 
16,570 

73 

10, 
2,599 
1,072 
3,671 
6,773 

Average per farm 
1961 Change 

Dollars Dollars Per cent 

9,735 U3U 5 
2,607 1;67 22 

1,U52 3h3 31 
ii,059 810 25 
5,676 -376 -6 

58 

21,037 6,451; 44 
6,963 2,629 61 
3,671; 1,897 107 

10,637 U,526 74 
10,1;00 1,928 23 

1;9 

20,392 6,787 50 
6,ia5 3,933 158 
2,829 1,191 73 
9,214; 5,121; 124 

ll,ll;8 1,663 18 
55 

li;,329 -8,478 -37 
2,917 -1,344 -32 
2,788 812 41 
5,705 -532 -9 
8,621; -7,946 -48 

60 

13,877 3,433 33 
3,14;5 846 33 
1,981; 912 85 
5,1;29 1,758 48 
8,ia;8 1,675 25 

Proportion of farm assets 65 61 
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TABLE XIX (continued) 

Average per farm 
195« 1961 nhanffffi 

Farm type Dollars Dollars Dollars Per cent 

Other 

Production farm assets 15,500 2U,lt32 9,060 57 
Real estate debt 5,023 5,365 3U2 7 
Operating debt 2,91;8 li,2l6 1,266 h3 
Total liabilities 7,971 9,581 1,610 20 

Net •worth 7,529 lli,85l 7,ii50 95 
Proportion of farm assets h9 61 

All farms 

Production farm assets 11,995 15,991 3,999 33 
Real estate debt 3,117 U,558 l,hhl hS 
Operating debt 1,U00 2,565 1,165 83 
Total liabilities U,5l7 7,123 2,606 58 
Net ■worth 7,U78 8,871 1,393 19 
Proportion of farm assets 62 55 
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■When the balance sheet uras analyzed by tenure status (Table XX), 

it showed increases in net worth for 1961 owners and part owners and a 

decrease for tenants over similar 1958 categories. In 1958, owners had 

a net worth of $8,395 which in 1961 rose to $10,1413^ part owners in 

creased their net WDrth from $7,814.2 in 1958 to $9,5914- in 1961. On the 

contrary, tenants* net worth in 1961 was 32 per cent lower than in 1958. 

This negative change was the result of their decline in total assets 

(12 per cent) together with an increase of 66 per cent in their average 

debt. 

Changes in farm capital. To complement the foregoing analysis a 

study was made regarding changes in farm capital (Table XXI). 

In 1958, the farm capital of farmers averaged over $6,500 in land 

and buildings or about one-half of the $12,500 average for the whole 

state in 1959 (Table VII). The value of productive livestock averaged 

$2,886, and the value of workstock and equipment averaged $2,5l4l. The 

combined value of these items gave an average for all farm assets of 

about $12,000. 

Total capital values in 1958 ranged from a high of $22,800 for 

beef farms to a low of $9,300 for tobacco farms. Three years later, the 

total capital for all farmers averaged $16,000, an increase of $li,000, 

or 33 per cent. The value of land and buildings rose by 3U per cent 

from $6,568 to $8,826j productive livestock increased by 35 per cent, 

from $2,886 to $3,908, and the value of workstock and equipment in 

creased by $719, a 28 per cent gain. 
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TABLE XX 

PRODUCTION FARM ASSETS OWNED (EXCLUDING CROP INVENTORIES), 
LIABILITIES, AND NET WORTH, FAR1;5ERS HOME ADLCENISTRATION 
BORROWERS, BY TENURE STATUS, ELEVEN SELECTED MIDDLE 

TENNESSEE COUNTIES, 1958 AND 1961 

Tenure status 

Owner 

Farm assets 

Real estate debt 

Operating debt 
Total liabilities 

Net worth 

Proportion of farm assets 

Part owner 

Farm assets 

Real estate debt 

Operating debt 
Total liabilities 

Net worth 

Proportion of farm assets 

Tenant 

Parm assets 
Real estate debt 

Operating debt 
Total liabilities 

Net worth 

Proportion of farm assets 

All farms 

Farm assets 

Real estate debt 

Operating debt 
Total liabilities 

Net worth 

Proportion of farm assets 

1958 
Dollars 

1U,166 
ii,309 
l,ii62 
5,771 
8,395 

59 

12,112 
2,7Ui 
1,526 
U,270 
7,8U2 

65 

5,023 

1,000 
1,000 
u,023 
• 80 

11,995 
3,117 
1,U00 
hr$n 
7,ii78 

62 

Average per farm 
1961 Change 
Dollars Dollars Per cent' 

18,991 1;,825 31; 
6,079 1,770 1;1 
2,li99 1,037 71 
8,578 2,807 1;9 

10,U13 2,018 21; 
55 

17,2l;0 5,128 1;2 
U,502 1,758 6U 
3,lUlt 1,618 106 
7,6k6 3,376 19 
9,59U 1,752 22 

56 

l4,i;07 -616 -12 
— 

1,658 658 66 
1,658 658 66 
2,7li9 -l,27U -32 

62 

15,991; 3,999 33 
ii,558 l,hhX 1;6 
2,565 1,165 83 
7,123 2,606 58 
8,871 1,393 19 

55 
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TABLE XXI 

CHANGES IN PRODUCTION FARM CAPITAL OWNED, FARMERS HOME ADMINISTRATION 
BORROWERS, BY FARM TYPE, ELEVEN SELECTED IIEDDLE TENNESSEE 

COUNTIES, 1958 AND 1961 

Farm type 

Tobacco 

Land and buildings 
Productive livestock 

Workstock and equipment 
Total capital 

Dairy 
Land and buildings 
Productive livestock 

Tffcrkstock and equipment 
Total capital 

Hog 
Land and buildings 
Productive livestock 

Workstock and equipment 
Total capital 

Beef 

Land and buildings 
Productive livestock 

Workstock and equipment 
Total capital 

General 

Land and buildings 
Productive livestock 

Workstock and equipment 
Total capital 

Other 

Land and buildings 
Productive livestock 
Wcrkstock and equipment 
Total capital 

1958 
Dollars 

5,78U 
1,651; 
1,863 
9,301 

7,622 
3,930 
3,031 
11,583 

6,107 
3,188 
1;,310 

13,605 

10,250 
8,257 
1;,300 
22,807 

5,867 
2,1;00 
2,177 

lOjlOiU 

9,155 
3,305 
3,0l;0 

15,500 

Average per farm 
1961 Change 
Dollars Dollars Per cent 

*5,791 7 
2,088 l;3l; 26 . 
1,856 -7 * 

9,735 i;3l; 

11,157 3,535 1;6 
5,610 1,680 h3 
1;,270 1,239 la 
21,037 6,1;51; lU; 

11,220 5,113 81; 
5,158 1,970 62 
1,011; -296 -7 
20,392 6,787 50 

7,556 -2,691; -26 

3,523 -1,735 -57 
3,250 -1,050 -21; 

ll;,329 -8,1;71 -37 

7,959 2,092 36 
3,038 638 27 
2,880 703 32 

13,877 3,1;33 33 

12,592 3,1;37 38 
6,772 3,1;67 105 
5,068 2,028 67 
2h>k32 8,932 58 

5 
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TABLE XXI (contimied) 

Average per farm 
195« 1961 Change 

Farm type Dollars Dollars Dollars Per cent 

All farms 

Land and "buildings 6,568 8.826 2,258 3h 
Productive livestock 2,886 3,908 1,022 35 
Workstock and equipment 2,5Ul 3,260 719 28 
Total capital 11,995 15,991; 3,999 33 

■M'Less than 1.0 per cent. 
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The relative positions of the farm types in 1961 "were "visibly 

changed. Farm capital for beef farms in the 1961 group "was $8,1|.71, or 

37 per cent smaller than the farm capital on beef farms in 1958. Ihe 

largest increase both monetarily and percentage-wise "was made by "other" 

farms. The value of total assets for this category increased by 58 per 

cent over the study period. The value of productive livestock more than 

doubled. The remainder of the farm types held greater amounts of farm 

capital in 1961 than did similar groups in 1958, "with the exception of 

tobacco farms. 

Grouped by tenure status, the largest difference in total 

capital between similar groups "was achieved by part o"wners, a change of 

U2 per cent (Table XXII). 

Over the same period, tenants' capital decreased by 12 per cent 

from $5,000 to $[|,,1|00„ The negative change may be partially explained • 

by the follo"wing factorsj (1) Operators in this group did not benefit 

from inflated real estate values, as it "was "the case "with "bhe other 

categoriesI (2) Operators' lea"vlng the tenant category tend to have a 

relatively high financial position when they are transferred to other 

categories. 

III. INCOME AND EXPENSE ANALYSIS 

It was assumed that the main purpose farmers had in mind for 

borrowing funds was to increase their incomes. To gain insight into how 

this objective was attained, average income and expense statements "were 

calciilated for the borrowers based on their financial records. 
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TABLE XXII 

CHANGES IN PRODUCTION FARM CAPITAL OWNED, FARMERS HOlffi ADMINISTRATION 
B0RR0TI7ERS, BY TENURE STATUS, ELEVEN SELECTED MIDDLE 

TENNESSEE COUNTIES, 1958 AND 1961 

Tenure status 

Owner 

tand and buildings 
Productive livestock 
Workstock and equipment 
Total capital 

Part-o-ymer 

Land and buildings 
Productive livestock 
Workstock and equipment 
Total capital 

Tenant 

Land and buildings 
Productive livestock 

Workstock and equipment 
Total capital 

All farms 

Land and buildings 
Productive livestock 
Workstock and equipment 
Total capital 

1958 
Dollars 

8,660 
3>03h 
2,1472 

1U,166 

6,589 
2,785 
2,738 

12,112 

2,587 
2,1436 
5,023 

6,568 
2,886 
2,5141 

11,995 

Average per farm 
1961 Change 
Dollars Dollars Per ceiit 

11,U73 2,813 32 
14,182 1,1148 38 
3,336 86I4 35 
18,991 14,825 3I4 

9,193 2,6014 39 
14,322 1,537 55 
3,725 987 36 

17,2140 5,128 I42 

2,273 -3II4 -12 

2,1314 -302 -12 

14,1407 -616 -12 

8,826 2,258 3I4 
3,908 1,022 35 
3,260 719 28 

15,9914 3,999 33 
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Gross cash farm income. Gross cash farm income is a measure of 

farm output in terms of dollars. Its study becomes relevant -when loans 

are granted to low equity farmers, such as those included in this study. 

The average gross cash farm income of 1961 borronrers was 29 per 

cent over 1958 borrowers. Gross cash farm income was $3j268 in 1958 and 

$U,220 in 1961 (Table XXIIl). Dairy farms showed the largest difference, 

increasing by almost 60 per cent, from about $3^800 in 1958 to $5j9li7 

in 1961. 

Higher milk prices prevalent since March, 1961, and the in 

creased productivity per cow were among the factors responsible for the 

increased gross income of dairy fanns. General farms in 1961 had an 

average gross income of $3,577 or $700 more than in 1958. Though the 

average for "other" farms slightly decreased during the study period, 

they still had the largest amount of income in 1961, -vdiich averaged 

$7,087. Beef farms in I96I had an average gross income of $2,1;85 or 

lili per cent less than in 1958. 

mhen the borrowers were analyzed according to their tenure status 

the following differences were foundj 

(1) Although owners increased their gross farm income by 29 per 

cent, much of the gain was offset by larger expenditures 

in family living expenses, which rose by 22 per cent 

between the 1958 and 1961 groups (Table XXIV). 

(2) While part owners' gross cash farm income was improved by iil 

per cent, the gross income of tenants was slightly reduced. 
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TABLE mil 

GROSS AND NET CASH FARM INCOME, AND INCOME FOR DEBT REPAYMENT AND 
INVESTMENT, FARMERS HOME ADMINISTRATION BORROTfllERS 

BY FARM TYPE, ELEVEN SELECTED MIDDLE 
TENNESSEE COUNTIES, 1958 AND 1961 

Average per farm 
1958 1961 Change 

Farm type Dollars Dollars Dollars Per cent 

Tobacco 

Gross cash farm income 
Farm operating expenses 

2,336 
l,12li 

2,559 
1,294 

223 
170 

10 

15 
Net cash farm income l,2l2 1,265 53 4 
Proportion of gross cash farm income 52 49 -3 
Cash family living expenses 862 924 62 7 
Income for debt repayment and investment 356 341 -9 -3 
Proportion of net cash farm income 29 27 -3 

Dairy 
Gross cash farm income 
Farm operating expenses 

3,796 
2,282 

5,947 
3,670 

2,151 
1,388 

57 
61 

Net cash farm income 
Proportion of gross cash fam income liO 

2,277 
38 

763 50 
-2 

Gash family living expenses 1,033 1,176 143 14 
Income for debt repayment and investment liBl 1,101 620 129 
Proportion of net cash farm income 31 48 —. 17 

Hog 
Gross cash farm income 
Farm operating expenses 

3,583 
1,888 

4,089 
3,287 

506 
1,399 

14 
74 

Net cash farm income 
Proportion of gross cash farm income 

1,695 
hi 

862 
20 

-893 -53 
-27 

Cash family living expenses 9hk 1,132 188 20 
Income for debt repayment and investment 751 -336 
Proportion of net cash farm income hh 

Beef 

Gross cash farm income 
Farm operating expenses 

U,386 
2,2liii 

2,435 -1,951 
1,540 -704 

-44 
-31 

Net cash farm income 
Proportion of gross cash farm income 

2,lii2 
k9 

895' 
37 

-1,247 -58 
-12 

Cash family living expenses 
Income for debt repayment and investment 

703 
1,459 

1,039 336 48 

Proportion of net cash farm income 67 
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TABLE XXIII (continued) 

Average per farm 
19^8 1961 Change 

Farm type Dollar's Dollars Dollars Per cent 

General 

dross cash farm income 2,86^ 3sSn 712 25 
Farm operating expenses ljUiO 2,028 588 la 
Net cash farm income l,5ii9 12li 9 
Proportion of gross cash farm income 50 h3 -1 

Gash family living expenses 867 1.097 230 26 
Income for debt repayment and investment ii52 -106 -19 
Proportion of net cash farm income 39 29 —— -10 

Other 

Gross cash farm income 7^300 7,087 -213 -3 
Farm operating expenses U.,371 lr,389 18 
Net cash farm income 2,929 2.69B -231 -8 
Proportion of gross cash farm income ho 38 -2 

Cash family living expenses 962 1,618 656 68 
Income for debt repayment and investment 1.967 1,080 -887 -U5 
Proportion of net cash farm income 67 liO -27— 

All farms 

Srbss cash farm income 3.268 U.220 952 29 
Farm operating expenses 1.769 2,517 7U8 h2 
Net cash farm income l.i;99 17^ 20U llr 
Proportion of gross cash farm income U6 Uo -6—— 

Cash family living expenses 916 1,106 190 21 

Income for debt repayment and investment 583 597 lU 2 
Proportion of net cash farm income 39 35 -h 

*Less than 1,0 per cent. 
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TABLE XXIV 

GROSS AM)NET CASH FAEM INCOME, AND INCOlffl FOR DEBT REPAYMENT AND 
mVESTMENT, FARMERS HOME ADMINISTRATION BORROTITERS, BY TENURE 

STATUS, ELEVEN SELECTED MIDDLE TENNESSEE COUNTIES, 
1958 AND 1961 

Average per farm 
1958 1961 Change 

Tenure status Dollars Dollars Dollars Per cent 

Owner 

Srbas cash farm income 3j50U 4,541 1,037 29 
Farm operating expenses 1,908 2,761 853 45 
Net cash farm income 1,596 1,780 184 11 
Proportion of gross cash farm income h$ 39 —=. -6 
Cash family living expenses 937 1,146 209 22 

Income for debt repayment and investment 65^ 634 -25 -4 
Proportion of net cash farm income iO. 36 —- -5 

Part owner 

Gross cash farm income 3,208 4,535 1,327 41 
Farm operating expenses l,781i 2,755 971 54 
Net cash farm income 1,1^14: 1,786 356 25 
Proportion of gross cash farm income hh 39 -5 
Cash family living expenses 877 1,161 284 32 
Income for debt repayment and investment 547 619 72 13 
Proportion of net cash faim income 38 35 — -3 

Tenant 

Bross cash farm income 2,637 2,629 -8 -3 
Farm operating expenses 1,309 1,315 6 4 
Net cash farm income 1,328 1,314 -14 -1 
Propoiiiion of gross cash farm income 50 50 — 

Cash family living expenses 911 877 -34 -4 
Income for debt repaymaat and investment iil? 437 20 5 
Proportion of net cash farm income —31 33 2 

All farms 

Siross cash farm income 3,268 4,220 952 29 
Farm operating expenses 1,769 2,517 748 42 
Net cash farm income l,k99 1,703 204 14 
Proportion of gross cash farm income 46 40 -6—— 

Cash family living expenses 916 1,106 190 21 
Income for debt repayment and investment 585 "597 14 2 
Proportion of net cash farm income 39 35 -4 
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Farmers' expenditures. In order to evaluate these changes, an 

analysis of farmers' outlays was made (Table XXIII). In 1961, cash farm 

operating expenses^ for all farms averaged about $2,500, up lj.2 per cent 

from the 19^8 average. Cash family living expenses increased 21 per 

cent, reaching an average of $1,106 in 1961. In addition to this cash 

outlay, the family had farm products to use in the home and a house 

in which to live. 

Ihen the analysis was made by tenure status (Table XXIV), it was 

observed that owners increased their cash farm operating expenses by 1^5 

per cent, equivalent to about $850, while their cash family living 

expenses in 1961 were $200 more than in 1958. Part owners in 1961 had 

cash operating expenses averaging $971 above their initial average of 

$1,78U in 1958. Their family living expenditiires were increased by 32 

per cent, or about $300. Tenants in the two periods made little change 

in their operating expenses and actually reduced their average family 

expenditures by U per cent. 

Annual cash expenses. Average cash outlays for annual operating 

expenses for all farms increased from $1,769 in 1958 to $2,517 in 1961, 

an increase of U2 per cent. Funds used to buy such inputs as fertilizer, 

seed and fuel, were increased by 14,6 per cent, a change of $l450 (Table 

XXV). The largest increase in expenditures for these off-farm inputs 

was made by dairy farms, by an average of 81 per cent or $972 over the 

beginning average. This increase was in line with improved yields and 

higher farm incomes attained by this group. 

6iio allowance was included for depreciation. 
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TABLE XXV 

CHANGES IN OFF-FARM EXPENSES, FARMERS HOME ADMINISTRATION B0RR01«ERS, 
BY FARlvI TYPE, ELEVEl^f SELECTED MIDDLE TEI'JNESSEE COUNTIES, 

1958 AND 1961 

Average per farm 
1958 I96I Change 

Farm type Dollars Dollars Dollars Per cent 

Tobac30 

Feed expenditures, 101 137 36 36 
Seed and fertilizer expenses 239 260 21 9 
Fuel expenses 89 113 2k 27 
Hired labor expenses Ih 176 102 138 
Total off-farm expenses 5nj m 183 36 
Total farm operating expenses 1,12U 1,29k 170 15 
Proportion of farm operating expenses li5 53 — 8 

Dairy 
Feed expenditures 508 1,006 k98 98 
Seed and fertilizer expenses 393 611 218 7U 
Fuel expenses 208 3li7 139 67 
Hired labor expenses 97 21U 117 113 
Total off-farm expenses 1,206 2,178 972 81 
Total farm operating expenses 2,282 3,670 1,388 61 
Proportion of farm operating expenses 53 59 — 6 

Hog 
Fee'd expenditures l|i49 853 kok 90 
Seed and fertilizer expenses 359 UQO 121 3li 
Fuel expenses 209 22k 15 7 
Hired labor expenses 122 135 13 11 
Total off-farm expenses IA39 1,692 553 U9 
Total farm operating expenses 1,886 3,287 1,399 7U 
Proportion of farm operating expenses 60 51 —- 9 

Beef 

Feed expenditures 181 188 7 U 
Seed and fertilizer expenses 579 290 -289 -50 
Fuel expenses 173 152 -21 -12 
Hired labor expenses 85 107 -22 -26 
Total off-farm expenses 1,618 -281 -28757 
Total farm operating expenses 2,2liii i,51iO -701; -31 
Proportion of farm operating expenses U5 kQ 3 



(6 

TABLE XXV (continued) 

Farm type 

General 

Feed expenditures 
Seed and fertilizer expenses 
Fuel expenses 
Hired labor expenses 
Total off-faim expenses 
Total farm operating expenses 
Proportion of farm operating expenses 

Other 

teedexpenditures 
S(eed and fertilizer expenses 
Fuel expenses 
Hired labor expenses 
Total ofl>-farm expenses 
Total farm operating expenses 
Proportion of farm operating expenses 

All farms 

Feed expenditures 
Seed and fertilizer expenses 
Fuel expenses 
Hired labor expenses 
Total off-farm expenses 
Total farm operating expenses 
Proportion of farm operating expensed 

-;<-Less than 1,0 per cent. 

Average per farm 
"im' W _ Change 
Bollars Dollars ̂ Dollars Per cent 

2iih 320 76 31 
325 36U 39 12 

136 190 5U Uo 
88 139 51 58 

1,C13 220 28 
i,UiO 2,028 588 hi 

5^ 50 5—— 

2,535 885 -1,650 -65 
363 587 22U 62 
329 1,9U8 1,619 h92 
119 266 lli7 12k 

3,3ii6 3,686 3U0 10 

h,371 li,389 18 ■» 

—77 8U 7 

389 537 lUe 38 
337 h31 9h 28 
159 288 129 81 

91 173 82 90 
■976 1,12$ U5o 1+6 

1,769 2,517 71+8 1+2 
—55 57 2 
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Net farm Income. Net cash farm income and non-farm income provide 

the means for family expenses, capital outlays and debt repayment. 

Analysis of these two items are made in this and in the following 

section. 

The analysis of Tables XXIII and XXIV indicated that on the 

average the borrowers had a net cash farm income of less than $1,500 in 

1958 and about $1,700 in I96I, The increase in net cash farm income 

made by farmers from 1958 to I96I was not substantial. 

There was considerable variation according to farm type in the 

amount of net cash farm income. Dairy farms in I96I had a net cash 

farm income 50 per cent over 1958 borrowers, from $l,5lU to $2,277. 

However, "other" farms had the highest net income with $2,929 in 1958 

and $2,698 in I96I. In I96I, hog and beef farm categories had a lower 

net cash farm income than in 1958. 

The distribution of net cash farm income by tenure status was 

analyzed. Owners' net cash farm income increased by 11 per cent for 

the 1958-1961 period. Part owners increased their average by 25 per 

cent and had a net cash farm income of $1,700 in I96I. Tenants' net 

farm income slightly decreased by 1 per cent, from about $1,330 to 

almost $1,315. 

In 1958, average family expenses for all farms was $916. In 

1961, it was $1,106, a change of $l50 or 21 per cent. 

After deduction of family expenses was made from net cash farm 

income, the borrowers in 1958 had an average of $583 available for debt 

repayment and capital expenditures. In I96I, they had $597 for these 

purposes. 
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These amoiints vere not sufficient to cover the average annual 

outlay for debt retirement •which amounted to $1,179 In 1958 and to 

$l,6l5 In 1961. This meant that, on the average, the farming operation 

of borro-wers did not yield enough Income for debt repayment and Invest 

ment, even excluding depreciation. This was tnie both In 1958 and In 

1961. Hence, part of the borrowers had to rely on off-farm Income for 

retirement of their debts. 

Off-farm Income. For all farms, gross cash Income In 1961 was 

29 per cent higher than In 1958 due to -the combined Increase In gross 

cash farm Income, 29 per cent higher, and In off-farm Income, liilch was 

31 per cent higher (Table XXVI). The analysis sho-wed that overall 

earnings for beef and hog farms ■were depending more and more upon non-

farm Income than other types. The 53 per cent decrease experienced by 

hog farms In their net farm income ■was more than compensated by the 165 

per cent Increase In their non-farm income. By the same -token, beef 

farms more than doubled their off-farm receipts during the study 

period. Although general and "other" farms did not Increase their non-

farm Incomes as much as beef farms, the Increase iras large enough to 

offset their smaller net farm Incomes. Finally, dairy faras did not 

substantially change their rate of non-farm Income. 

As Indicated by Table AXVlI owners' non-farm Inccnae In I96I 

averaged one-third higher than In 1958; part owners In 1961 had off-

farm Incomes averaging $1,1;19, or 56 per cent higher than those In 1958. 

On the other hand, tenants decreased their outside earnings by 20 per 
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TABLE XXVI 

CHANGES IN GROSS CASH INCOME, GROSS CASH FARM INCOME AND OFF-FARM 
INCOME, FARMERS HOME ADMINISTRATION BORROKHERS, BY FARM TYPE, 
ELEVEN SELECTED MIDDLE TENlffiSSEE COUNTIES, 1958 AND 1961 

Average per farm 
1958 1961 Change 

Farm type Dollars Dollars Dollars Per cent 

Tobacco 

Gross cash income 3,021 3,333 312 10 
Gross cash farm income 2,336 2,559 223 10 
Off-farm income 685 771i 89 13 
Proportion of gross cash income 23 23 

Dairy 
Gross cash income 7,055 2,171 14; 
Gross cash farm income 3,796 5,91i7 2,151 57 
Off-farm income 1,088 l,lo8 20 2 
Proportion of gross cash income 22 16 -6 

Hog 
Gross cash income hyh2S 6,322 1,897 h3 
Gross cash farm income 3,583 ii,089 506 Ik 
Off-farm income ^,^33 1,391 165 
Proportion of gross cash income 19 35 16 

Beef 

Gross cash income 5,319 i;,li02 -917 -17 
Gross cash farm income li,386 2,ii35 -1,951 -kk 
Off-farai income 
Proportion of gross cash income 

933 
17 

1,967 
h$ 

1,031; 111 

28 

General 

Gross cash income 3,615 U,608 993 27 
Gross cash farm income 2,865 3,577 712 25 
Off-farm income 

Proportion of gross cash income 
756 
21 

1,631 
22 

281 37 
1 

Other 

Gross cash income 8,687 8,9U3 256 3 
Gross cash farm income 7,300 7,087 -213 -3 
Off-farm income 

Proportion of gross cash income 
1,387 

16 
1,856 

21 
U69 31; 

5 
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TABLE XX7I (continued) 

Average per farm 
195b 1961 Change 

Farm type Dollars Dollars Dollars Per cent 

All farms 

Gross cash income i|,132 5,3l;8 1,216 29 
Gross cash farm income 3,268 U,220 952 29 
Off-farm income 861; 1,1^8 261; 31 
Proportion of gross cash income 21 21 

f.- r Jfc' . , ^ ,v • - . 
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TABLE XX7II 

CHANGES IN GROSS GASH INCOIE, GROSS CASH FARM INCOME AND OFF-FARM 
INCOME, FARMERS HOME ADMINISTRATION BORROTOIE?S, BY TENURE 

STATUS, ELEVEN SELECTED MIDDLE TENNESSEE COUNTIES, 
1958 AND 1961 

Average per farm 
1958 1961 Change 

Tenure status Dollars Dollars Dollars Per cent 

Owners 

Gross cash income h,31$ 5,609 1,29U 30 
Gross cash farm income 3.,5oU i;,5l5L 1,037 29 
Off-farm income 811 1,06a 257 32 
Proportion of gross cash income 19 19 — 

Part-owners 

Gross cash income i;A20 5,951; 1,831; U5 
Gross cash farm income 3^208 1;,535 1,327 la 
Off-farm income 912 1,U.9 507 56 
Proportion of gross cash income 22 21; 2 

Tenants 

Gross cash income 3,582 3,385 -197 -5 
Gross cash farm income 2,637 2,629 -8 * 

Off-farm income 9li5 ■■75'6 -189 -20 
Proportion of gross cash income 26 22 -u 

All farms 
Gross cash income U,132 5,31;8 1,216 29 
Gross cash farm income 3,268 1;,220 952 29 
Off-farm income 861; 1,128 261; 31 
Proportion of gross cash income 21 21 

*Less than 1,0 per cent. 
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cent. The foregoing analysis showed that tenants had the lowest average 

net farm income and the lowest average gross cash income. Ovmers and 

part owners were deriving their gross cash incomes from non-farm sources 

at an increasing rate and ranked higher in the financial classification. 

IV. ANALYSIS OF CAPITAL 

Gross farm income and net farm income were compared with total 

farm capital to estimate the return on invested capital. 

Although gross cash farm income for all farms in 1961 averaged 

almost $1,000 above the 1958 average, its rate of return to total 

capital decreased slightly from 27,2 per cent in 1958 to 26.14. in 1961. 

TIB-th the exception of tobacco and dairy farms, which improved their 

rate of return, the other groups in 1961 obtained a smaller rate of 

capital return than in 1958 (Table XXVIII), 

TOien the productivity of capital was estimated as a rate of return 

related to net farm income, the average for all farms dropped from 12,li 

per cent to 10,6 per cent during the period under study. In this case, 

the daily farms were the only group which increased their rate of return 

although by only one-half of 1 per cent. Rates of return for all the 

other categories were substantially reduced. No positive relationship 

was found between changes in the rate of retxim either with amounts of 

beginning capital or with increases in amounts of capital. 

The analysis by tenure status indicated an inverse relationship 

between amounts of farm-owned capital and the rate of average productivity 

of capital (Table XXIX), In both 1958 and in 1961 tenants had the lowest 
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TABLE XX7III 

GROSS AND NET CASH FARM INCOME EXPRESSED AS A PERCENTAGE RETURN ON 
PRODUCTION FARlvI CAPITAL 0\7NED BY FARMERS HOME 

ADMINISTRATION BORROWERS, BY FARM TYPE, ELEVEN SELECTED 
MIDDLE TENNESSEE COUNTIES, 1958 AND 1961 

Average per farm 
1958 1961 Change

Farm type Per cent Per cent Per cent 

Tobacco 

Gross farm income 25ol 26,0 ,9 
Net farm income 13.0 13,0 -— 

Dairy 
Gross farm income 26,0 28,2 2,2 
Net farm income 10,3 10,8 ,5 

Hog 
Gross farm income 26,3 20,0 -6,3 
Net farm income 12,U 3,9 -8,5 

Beef 

Gross farm income 19,2 16,9 -2,3 
Net fara income 9,3 6,2 -3,1 

General 

Gross farm income 27,i; 25.8 -1,6 
Net farm income 13,6 11,1 -2.5 

Other 

Gross farm income i|6,2 28,5 -17,7 
Net farm income 18,8 11,0 -7,8 

All farms 

Gross fanii income 27,2 26,1+ -,8 
Net farm income 12,1+ 10,6 -1,8 

..y xi-
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TABLE XXIX 

GROSS AND NET CASH FARM INCOME EXPRESSED AS A PERCENTAGE RETURN ON 
PRODUCTION FARM CAPITAL OWNED BY FARMERS HOME ADMINISTRATION 

BORROWERS, BY TENURE STATUS, ELEVEN SELECTED MIDDLE 
TENNESSEE COUNTIES, 1958 AND 1961 

Tenure status 

Ovmers 

Gross income 

Net income 

Part-OTimers 

Gross income 

Net income 

Tenants 

Gross income 

Net income 

All farms 

Gross income 

Net income 

~~T^— 
Per cent 

2U.7 
11.2 

26.5 
11.7 

52.5 
26.U 

27.2 
12.1; 

*Less than 1.0 per cent. 

Average per farm 
^951 
Per cent 

23.9 
9.3 

26.3 
10.3 

59.7 
29.8 

26.1; 
10.6 

•i -r-

K 

Change 
Per cent 

-.8 
-1.9 

-i.U 

7.2 

3.U 

-.8 
-1.8 

Hi??' 

f--

"• • • . .. V 
. . r': 
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amount of oimed capital but achieved the largest rates of return on a 

percentage basis. Moreover, the average productivity of capital decreased 

in the case of otmers by nearly 1 per cent •when measured in relation to 

gross income and by almost 2 per cent ■when measured by net income. Part 

oiimers did not change their rate of return as measured by gross income, 

but that rate dropped by l.l; per cent, from 11.7 to 10,3 per cent, when 

related to net income. In marked contrast, the tenants' rate of return 

increased by 7.2 per cent when measured by gross income and by 3»h per 

cent ndien net farm income was used. 

However, in evaluating the results of this analysis, one fact must 

be kept in mind. Tenants were operating larger amounts of farm capital 

than those figures in the tables because the value of their rented 

capital was excluded from the data. 

Marginal analysis iwould probably be necessary to establish more 

accurately whether the declining earning power of farm capital is 

related "to low farm capital investments ■within a given value of farm 

assets. 

On the other hand, during the study period farmers were faced 

■vrith uncontrollable economic changes ■which influenced the final result 

of their farm business. Among these changes, some important ones were 

the increased cost of non-farm inputs, the higher family budgets and a 

downward trend in prices of farm commodities with the exception of 

dairy products prices and tobacco prices."^ These factors were obviously 
connected -with the problem under discussion. 

7See Table mv. 
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V. ANALYSIS OF LOANS 

Loans advanced to farmers were classified either as operating 

loans or real estate loans. 

Changes in amounts borrowed. In 1958, operating credit borrowed 

by all farms averaged $1,125 and real estate credit averaged $958, 

making a total of nearly $2,100 (T&ble XXX). In 1961, the average 

dpel-ating loan was $1,321 (a $196, or 17 per cent, increase from 1958), 

"ihilB real estate credit was increased by 71 per cent, from $958 to 

$1,637. "Rie average of total credit borrowed in I96I was $2,958, an 

increase of $875 or ii2 per cent for the three-year period. The largest 

increase in operating credit, ll5 per cent, was made by "other" farms. 

Tobacco farms made the largest increase in real estate loans (about 

$1,U00 or 700 per cent), while dairy farms increased the same item by 

132 per cent. 

Ihen borrowers were grouped by tenure status the following changes 

were observed (Table XXXI). In 1961, part owners borrowed, on'the 

average, $3,230, which was 91 per cent higher than this group borrowed 

in 1958. The largest dlfferesce, 195 per cent, was seen In real 

estate credit, flrom $651 to $1,918. Di 1958 owners borrowed an average 

of $1,876 and in 196I more than $2,300. On the average, tenants obtained 

the largest amounts of borrowed funds, which averaged $3,366 in 1958 and 

$U,290 in 1961. 
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TABLE m 

OPERATING MD REAL ESTATE CREDIT B0RR0TI7ED DURING THE YEAR, 
FARMERS HOME ADMINISTRATION BORROWERS, BY FARI^ TYPE, 

ELEVEN SELECTED MIDDLE TENNESSEE COUNTIES, 
1958 AND 1961 

Average per farm 
1958 1961 Change 

Farm type Dollars Dollars Dollars Per cent 

Tobacco 

Operating credit 700 1,120 1;20 60 
Real estate credit 198 1,597 1,399 706 
Total borrowed m 2,717 1,819 203 

Dairy 
Operating credit 1,601 1,589 -12 * 

Real estate credit 1,016 2,356 l,3l;0 132 
Total borrowed 2,617 3,9i45 1,328 51 

Hog 
Operating credit 1,581; 857 -727 -U6 
Real estate credit 2,850 2,620 -230 -8 
Total borrowed 3,i;77 -957 -22 

Beef 

Operating credit 2,938 1,810 -1,128 -38 
Real estate credit 1;,083 1;88 -3,595 -88 
Total borrowed 7,021 2,298 -1;,723 -67 

General 

Operating credit 871; 1,120 21;6 28 
Real estate credit 889 1,151 262 29 
Total borrowed 1,765 2,271 508 29 

Other 

Operating credit 9l;7 2,038 1,091 115 
Real estate credit 673 792 119 18 
Total borrowed 1,620 2,830 1,210 75 

All farms 

Operating credit 1,125 1,321 196 17 
Real estate credit 958 1,637 679 71 
Total borrowed 2,085 2,958 875 h2 

*Less than 1,0 per cent• 
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TABLE mi 

OPERATING AND REAL ESTATE CREDIT BORROTIJED DURING THE YEAR, 
FARMERS HOME ADMINISTRATION BORROTIHERS, BY TEflURE STATUS, 

ELEVEN SELECTED MIDDLE TENNESSEE COUNTIES, 
1958 AND 1961 

Average per farm 
1958 Change 

Tenure status Dollars Dollars Dollars Per cent 

Owners 

(derating credit 1,122 1,212 90 8 
Real estate credit iSk 1,1U2 388 51 
Total borrowed 1,876 1;782,351; 25 

Part-owners 

Operating credit 1,037 1,312 275 27 
Real estate credit 651 1,918 1,267 195 
Total borrowed 1,688 3,230 1,512 91 

Tenants 

(Iterating credit 1,276 1,673 397 31 
Real estate credit* 2,090 2,617 527 25 
Total borrowed 3,366 1;,290 921; 27 

All farms 

Operaiing credit 1,125 1,321 196 17 
Real estate credit 958 1,637 679 71 
Total borrowed 2,083 2,958 875 1;2 

•MSome of the borrowers in this group began the 
year as tenants and became owners during the year through 
FHA real estate loans. 

Y" 

y. V v 

* 

iv. V, : 
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Apparently, credit emphasis was shifted from operating loans, 

which have the effect of reducing the farmers' equity, to real estate 

loans, which are asset-creating. 

Total debt outstanding. At the end of I96I the farmers had 

borrowed funds averaging $8,U66, or $3>OU5 more than those borrowing in 

1958. The average debt repaid increased from $1,179 to $l,6l5 between 

the two periods (Table XXXII). 

As of December, 1958, beef farms had the greatest amount of total 

debt outstanding ($11,221); dairy farms had the second largest worth 

$7,1;06, and tobacco farms had the smallest with $3,226. 

The analysis of debt status for the I96I borrowers showed that 

at the end of this period, the largest indebtedness was held by dairy 

farms with $12,529, followed by hog farms whose total debt averaged 

$10,699. Tobacco farms had the smallest amovmt of debt outstanding 

with an average of $5^698. 

In 1961 owners had, on the average, the largest amount of debt 

outstanding ($9*267); part owners had $8,968, and tenants $5*050 

(Table XXXIII). 

Total credit used by all farms on the average in 1958 was 

$6,600, and in 1961 averaged $10,08l. As of January, 1961 farmers' 

average debt was $7,123, and at the end of the same year the average was 

$8,li66. 

The changes in the financial structure, net faim income, non-

farm income, production expenses, family living expenses, and debt 
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TABLE mil 

CHANGES IN BORROMD FUNDS AND DEBT REPAID, FARMERS HOME ADMINISTRATION 
BORROWERS, BY FARM TYPE, ELEVEN SELECTED MIDDLE TENNESSEE 

COUNTIES, 19^8 AND 1961 

Average per farm 
1958 1961 Change 

Farm type Dollars Dollars Dollars Per cent 

Tobacco 

be"bt beginning year 3,2U9 U,059 810 25 
Borrowed during year 898 2,717 1,819 203 
Total credit h,lh7 6,776 2,629 63 
Debt paid 921 1,078 157 17 
Debt end of year 3,226 ^,698 2,i;72 77 

Dairy 
Debt beginning year 6,111 10,637 U,526 7U 
Borrowed during year 2,617 3,9U5 1,328 51 
Total credit 8,728 1U,582 5,851i 67 
Debt paid 1,322 2,053 731 55 
Debt end of year 7,W6 12,52$ 5,123 69 

Hog 
Debt beginning year U,120 9,2UI; 5,12U 12U 
Borrowed during year h,h3k 3,U77 -957 -22 
Total credit 12,721 U,167 h9 
Debt paid 1,199 2,022 823 69 
Debt end of year 7,3^^ 10,699 

Beef 

Debt beginning year 6,237 5,705 -532 -9 
Borrowed during year 7,021 2,298 -1,723 -67 
Total credit 13,258 8,003 -5,255 -iiO 
Debt paid 2,037 1,658 -379 -19 
Debt end of year 11,221 6,3i;5 -ii,876 -13 

General 

Debt beginning year 3,671 5,U29 1,758 kB 
Borrowed during year 1,763 2,271 508 29 
Total credit 5,U3b. 7,700 2,266 U2 
Debt paid 1,018 1,368 350 3h 
Debt end of year U,l|i6 6,332 1,916 h3 
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TABLE XXXII (continued) 

1958 1961 Change 
Farm type Dollars Dollars Dollars Per cent 

Other 

!bebt' beginning year 7,971 9,581 1,610 20 
Borrowed during year 1,620 2,830 1,210 75 
Total credit 9,591 12,U11 2,820 29 
Debt paid 2,656 2,660 U * 

Debt end of year 6,955 9,751 2,816 I4I 

All farms 

Debt beginning year k»5n 7,123 2,606 58 
Borrowed during year 2,083 2,958 875 . li2 
Total credit 6,600 io,oai 3,U8l 53 
Debt paid 1,179 1,615 li36 37 
Debt end of year 5,U21 8,h66 3,Oli5 56 

*Less than 1,0 per cent. 
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TABLE XXXIII 

CHANGES IN BORROWED FUNDS AND DEBT REPAID, FARMERS HOME ADICNISTRATION 
BORROWERS, BY TENURE STATUS, ELEVEN SELECTED MIDDLE TENNESSEE 

COUNTIES, 1958 AND 1961 

Average per farm 
1958 1961 Change 

Tenure status Dollars Dollars Dollars Per cent 

Ovmers 

Deb'i" beginning year 5,779 8,578 2,799 1;9 
Borrowed during year 1,876 2,351; 1;78 25 
Total credit 7,655 10,932 3,277 h3 
Debt paid 1,283 1,665 382 30 
Debt end of year 6,372 9,267 

Part-owners 

Debt beginning year ii,270 7,61i6 3,376 79 
Borrowed during year 1,688 3,230 1,51;2 91 
Total credit 5,958 10,876 1;,918 83 
Debt paid 1,107 1,908 801 72 
Debt end of year U,851 8,968 li,117 85 

Tenants 

Debt beginning year 1,000 1,658 658 66 
Borrowed during year 3,366 1;,290 921; 27 
Total credit li,366 5,9i;8 1,582 36 
Debt paid 970 898 72 1 

Debt end of year 3,396 5,050 1,510 lU; 

All farms 

Debt beginning year U,517 7,123 2,606 58 
Borrowed during year 2,083 2,958 875 1;2 
Total credit 6,600 10,081 3,l;8l 53 
Debt paid 1,179 1,615 U36 37 
Debt end of year 5,li21 8,li66 3,Ol;5 56 
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outstanding were some of the principal items covered in the analysis. 

These data apply only to the 11 county area of Middle Tennessee for 

19^8 and 1961. However, a more general application may be made through 

comparison of similar farm types and tenure groups in other areas. 
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CHAPTER IV 

SUimRY AND CONCLUSIONS 

Simmary. Ihis study was concerned with differences in two popu 

lations (one for each year of 1958 and 1961) of Farmers Home Adminis 

tration borrowers. Emphasis was placed upon the differences in the 

financial structure and farm and non-farm income. 

The data were developed almost entirely from FHA records. A 

sample of eleven Middle Tennessee counties was selected to insure repre 

sentation of similar kinds of agricultural and economic conditions. Some 

of the common factors among them were the low soil fertility, a rela 

tively low degree of industrial development, and lack of non-farm job 

opportunities. In 1959> the average gross cash farm income in the 

sample region ranged from a low of $1,238 in Van Buren County to a high 

of $3>605 in Macon County. This compares to a state average of $3,009 

for the same year. 

In.1958, there were 201 FHA borro?rers in the selected area. In 

1961, there were 353 borrowers, an increase of 26 per cent or 72 cases. 

In 1958, the average borrower was UO.9 years old, while in I96I the 

borrower's average age was ltl.3 years, compared with 5l.i|. years of 

average age for all state farmers in 1959. 

Conclusions in this work necessarily refer statistically to aver 

ages for the turo populations under analysis. However, many of the gen 

eral findings may be true of the general population of similar farms in 

the area. 
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The borrowers were classified into six categories according to 

their type of fanning (tobacco, dairy, hog, beef, general and "other" 

types of fann)j and into three tenure status categories (owners, part-

owners, and tenants). 

In 1958, as well as in 1961, general farms were the predominant 

type of farms. Dairy and tobacco farms were the second and third 

largest types. In both years, the remainder of farm types accounted 

for less than l5 per cent of all farms. Owners were granted more than 

50 per cent of all loans in both 1958 and I96I. Part owners obtained 

28 per cent of all loans in 1958 and 32 per cent in 1961. Tenants had 

17 per cent of the number of loans in 1958 and I96I. 

In 1961, non-farm income made up a larger percentage of total 

family income than in 1958. In 1958, the average farm operator and his 

wife devoted about one-fourth of their Tjorking time to non-farm jobs. 

In 1961, they worked more than one-third of the year in off-farm employ 

ment. 

The average size of fann was l53 and 167 acres in 1958 and I96I, 

respectively. In both years these averages were about 50 per cent 

greater than the 1959 state average of 102 acres. More than two-thirds 

of the borrowers' land was tillable acreage. In 1958, the average 

borrower produced 9 acres of tobacco and 8 acres of com, and had 5 

milk cows. In 1961, tobacco acreage was 9 acres, while corn acreage was 

5 acres. The average number of milk cows was 8, In both 1958 and I96I, 

com yields were higher than the state averages for the two periods. In 

1958, tobacco yield per acre was 1,863 pounds while in 1961 it was 1,832 
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pounds per acre. In 1961, the annual milk production per cow was 2 per 

cent higher than the hi9?0 pounds obtained in 1958. 

Among agricultural production assets the study data included land 

and buildings, workstock and equipment, and productive livestock. Ihey 

excluded liquid assets, household and consumption goods, and crop inven 

tories. Also excluded was the value of real estate capital rented by 

tenants and part owners. 

The value of farm capital used by the borrowers in 1961 was 

$3,999 more than the $11,995 of capital the borrowers had in 1958. As 

of January 1, 1961, families in the study had total liabilities averaging 

$7,123, or $2,606 more than the borrowers had at the beginning of 1958. 

Differences in net worth did not parallel the differences in farm capital 

between the two borrowers' groups under study. IShile the average equity 

ratio was 62 per cent for the 1958 borrowers, those borrowing in I96I 

had an equity ratio of 55 per cent. 

In 1958, the FHA borrowers had a gross cash farm income of $3,268, 

compared vrith $U,220 obtained by those farmers borrowing in I96I. Both 

figures -were higher than the comparative 1959 census average of $3,009 

for all state farmers. In 1958, farm operating expenses amounted to 

$1,769. In 1961, these expenses had advanced to $2,5l7. However, per 

centage-wise farm operating expenses in 1958 absorbed U6 per cent of the 

borrowers' gross cash farm income, while in I96I they only accounted for 

UO per cent of the equivalent income. The amount spent by the two groups 

of borrowers in family living expenses was also different. The FHA 

borrowers of I96I were spending $190 more on family living than the $916 

borrowers spent in 1958. 
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After deductions were made for farm and living expenses, in both 

19^8 and 1961, the average borrower had less than $600 of farm income 

available for debt repayment and investment. In both years these amounts 

were not large enough to pay the scheduled debt commitment of the average 

borrower. Therefore, the borrowers had to rely on off-farm income for 

part of the debt retirement and new investment. Non-farm income accounted 

for 21 per cent of the farmers' gross cash income in both 1958 and 1961. 

In 1958, borrowers had only $861i. of non-farm income while those borrowing 

in 1961 had $1,128 of off-farm income. Besides the above incomes, the 

farmers had other returns that were not accounted for in the farmers' 

records such as rental value of the dwelling, value of farm perquisites, 

and land-appreciation value, the latter in the case of owners and part 

owners only. 

On a comparative basis and percentage-wise, the rate of return on 

total farm production capital, as measured by gross and net cash farm 

incomes, was lower in I96I than in 1958. That was true for all borrow 

ers, except tenants. Tenants, in fact, obtained higher rates of rettxm 

in 1961 thsin those obtained in 1958 by the similar group. 

In 1958, the average farmer borrowed $2,083. Over one-half of 

this amount, $1,125, was for operating expenses. In 1961, the average 

farmer borrowed $2,958, but in this year over 55 per cent of borrowed 

funds, or $1,637, was in real estate loans. 

At the end of 1958, the average debt load for all farms amounted 

to $5,ii21, Ttfiile at the end of I96I it amounted to $8,U66. This increased 
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indebtedness of or $6 per cent, showed the growing dependence of 

the borrowers upon credit sources. 

Conclusions. It is commonly accepted that one of the causes of 

low farm income is lack of productive resources, mainly land and working 

capital. On the other hand, it is also stated that good management of 
}, 

these productive resources is a determinant factor with respect to the 

level of production efficiency. Hence, size of business capital and 

managerial ability have an important bearing on the rate of progress 

achieved by individual farmers. 

During the last decade, agriculture has experienced many changes. 

Improved technology, widespread use of expensive machinery and higher 

land prices have increased the capital requirements per fann. Conse 

quently, economic progress has become increasingly difficult for low-

income, low-equity farmers. Usually, these farmers are not acceptable 

credit risks for conventional lenders. However, they are eligible for 

FHA loans. 

The results of this study showed that the financial changes made 

by the FHA borrowers under survey were in line with the general pattern 

stated above. Based on the differences between the 1958 and 1961 

groups, it may be concluded that there were no important improvements in 

the individual farmers' financial status. The amounts of their cash 

fann income available for debt retirement and capital expenditures were, 

on the average, too small for the scheduled debt repayment^ hence, sub 

stantial non-farm earnings were essential to bridge the gap. 
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The findings of the study seem to indicate that the low-income 

problem of these farmers was only partly solved through the financial 

and technical aid provided by the lending agency. 

The inescapable conclusion seems to be that in addition to FHA, 

assistance other area-wide, or nation-wide, long-run policies will be 

necessary before these farmers simnount the great problems that face 

them. 
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TABLE XXXIV 

AVERAGE YIELDS PER ACRE OF CORN AND BURLEY TOBACCO, 
AND AVERAGE ANNUAL MILK PRODUCTION PER COW, 

TENNESSEE, 1958 AND 1961 

Average Change 
Product Unit 1958 1961 Units Per cent 

Com* Bushel 39 U3 li 10 

Burley tobacco* Pound 1,680 1,855 175 10 

Milk** Pound U,300 It,800 500 12 

Sourcej -MComputed form United States Department of Agriculture 
Statistical Reporting Service; Tennessee Department of Agriculture, 
Federal-State Cooperative Crop Reporting Service (Nashvillej Periodical 
Reports 1959and 1962). (Mimeographed.) 

•SBfStanton P. Parry and Donna G. Greiner, Changes in the Structure 
of the Tennessee Daily Industry, Agricultural Experiment~S'tation 
Bulletin 3h8 (Khoxvilie: Die University of Tennessee, August, 1962), 
p. 9. 
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TABLE XXXV 

ANNUAL AVERAGE PRICES RECEIVED BY FARMERS, SELECTED COIO-IODITIES, 
TENNESSEE, 1958 AND 1961* 

1958 1961 Change 
Commodity Unit Dollars Dollars Dollars Per cent 

Milk, -wholesale, all Cwt. U.06 U.19 0.13 3 
Beef cattle Cwt. 17.50 -819.10 -1.60 
Hogs Cwt. 19.55 16.80 -2.75 -Ik 
Tobacco, burley** Cwt. 65.70 66.60 0.90 1 
Com Bushel 1.36 1.20 -0.16 -12 

*Sourcess Data for 1958 computed fromj United States Department 
of Agriculture, Agricultural Prices, Agricultural Marketing Service, 
Crop Reporting Board, Pr 1 (l-5b; through Pr 1 (12-58) (Washington: 
Government Printing Office, January to December, 1958). 

Data for 1961 computed from: United States Department of 
Agriculture, ̂ ricultural Prices, 1961 Annual Summary, Statistical 
Reporting Service, Crop Reporting Board, Pr 1-3 (62) (Washington: 
Government Printing Office, June, 1962), pp. 13-51:. 

**6eason average. 


