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Financial Stress on the Farm 

The Farm Financial CrlSIS: SocIOeconomIc D,mensIOns 
and ImplICatIons for Producers and Rural Areas. 
Ed,ted by Steue H Murdock and F Larry LelStrltz 
Boulder, CO WestvIew Press, 1987, 186 pages, $1895 

Reviewed by Jeff Trlpaldl and Joel Schor 

Farmers have never been able to control all the 
varIables necessary to grow and market their crop 
profitably Despite success In increasing prodUction, 
farmers have become more, rather than less, depen 
dent on external factors The assistance of agrICul
tural economics and sCience to the farmer IS valuable, 
prOVided that prognosticatIOn IS accurate and produc
tIOn IS adjusted In line With domestic and foreign 
demand In the early 1980's, the forecasts were inac
curate, and as a resu1t, the recent farm financial 
CrISIS caught the farm sector by surprIse The editors 
dISCUSS the ongins of. the CrISIS, prOVIde an Important 
defimtlOn of the term financial stress, and Identify 
both prImary and secondary effects In rural AmerICa 

Although the Great DepreSSIOn too began In rural 
Amenca before spreading to the rest of the economy, 
the recent economic distress on farms IS not anal
agous The editors document the uneven nature of 
th_at distress, how It fell disproportIOnately on the 
middle class ($40,000-$150,000 sales), innovative, 
and youthful producers (an entire profile IS prOVided) 
That the entire farm sector was not distressed, 
however, proVides lIttle comfort for a number of 
reasons (1) those distressed were among the most in
novative, creative, leadership elements Within rural 
areas, (2) their number was high, conservatively com
puted by the editors at 213,500, (3) the secondary and 
tertiary effects of such a displacement may surpass 1 
millIon workers, and (4) thiS may erode substantially 
the revenue base of rural AmerIca 

On the other hand, overall productIOn of food and 
fiber IS not lIkely to be reduced by the cnSlS, and con
sumer pnces for food are not lIkely to Increase much 
Nevertheless, the authors of the papers In thiS book 
conclude that from a fourth to a third of the popula
tIOn m agriculturally dependent counties wIll leave 
over the next few years Because these migrants Will 
constitute the vigorous leadership and the older and 
less active Will remain, the future shape of agricul
ture IS very much an Issue 

Trlpaldl IS a former economiCS research Intern, and Schor 18 a 
histOrian, Agriculture and Rural Economy DIVISIon, ERS 

CrUCial to their diSCUSSIOn IS the debt/asset ratio, 
which at 40 percent or above becomes a determinant 
m predicting stress In the early chapters, the hiS
torICal causes of the cnsls are laid out brIefly the 
lIberal credit polICies of the 1970's and 1980's, the 
contractIOn of markets In the early 1980's (which 
went unnoticed by most, economists), the increasing 
farm debt, and the decline of land values (upon which 
the level of farm eqUity/credit IS based at the bank), 
all accompamed by declines m farm Income The 
recesslOnary perIOd from 1979-82 was the most severe 
SInce the DepreSSIOn, the edltors assert, and was ac
compamed by record high mterest rates To them, the 
first event In thiS cham of causatIOn was the deCISIOn 
by the Federal Reserve Board m October 1979 to lImit 
the supply of credit to lImit mflatlOn The effect of 
tight money, they contend, was compounded by the 
fiscal polIcy embodied In the Economic Recovery Act 
of 1981 Tax: cuts of such a magnitude Virtually en
sured massive defiCits Thus, the farm sector would 
experIence a large reductIOn m credit 

As defined by the authors, farm finanCial stress con
tams a soclaVpsychologIcal component-a feelIng of 
helplessness, frustratIOn, anger, and despair-from 
knOWing that one can no longer meet one's cash-flow 
commitments The editors derIved from ERS publIca
tions and prIvate surveys much of the data compiled 
to measure the degrees and forms of such stress 
Although the matenalls by no means complete, It IS 
probably the best avaIlable at the moment and IS 
clearly presented In graphs, charts, figIIres, and 
IllustratIOns 

In theJr concludmg chapter, the editors suggest polIcy 
optIOns, though these are not spelled out m detail 
direct finanCial assistance programs aimed at reduc
mg producers' overall levels of debt, programs aimed 
at assisting producers m renegotiating loans and 
alterIng payment schedules, assistance to producers 
In Improvmg their management and deCislOnmakmg 
skills, assistance to producers In retrammg to obtam 
nonfarm employment and assistance m relocatmg to 
alternative Job Sites, the provISIon of mental health 
and other human services (p 172) 

Wntten before the drought of 1988 and before the Im
pact of disaster aid to farmers and therefore unable to 
assess the effect upon the eXisting criSIS, the work 
nevertheless suggests the criSIS Will contmue One 
Impact not discussed IS the effect the changmg struc
ture of agriculture Will have upon the qualIty of the 
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food supply WIll the productIOn methods employed 
by the large corporate farmers, who WIll replace the 
mIddle class m'the edItors' vIew, result m the same 
quahty of food and fiber as that of the more tradI
tional methods of the famIly farmers? Clearly, the 
urban consumer has a stake m the outcome but 19 

unhkely to read such a work 

Whlie thIS book covers well the area delmeated, and 
IS Important to the overall understandmg of farm 
stress, another volume deahng wIth the hkely Im
pacts for urban,areas and other sectors of the economy 
appears necessary WhIle recent data t!"nd to reduce 
the Impact of the farm CrISIS, It IS still too early to 
predIct the effects wIth preclSlon 
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Journal of the Inl8rna~onal Society lor Ecological 
Economics (ISEE) 

Edltor-In-Chlef Robert Costanza, Solomons, MD, USA 

Associate Editors Herman Daly, Washington, DC, USA, 
Ann-Marl Jansson, Stoddlolm, Sweden, David Pearce, 
London, UK 

Concerned WIth exte"'!lng and Integrating the study and man
agement 01 "nature's hOusehold" (ecology) and "mankind's 
household" (economics) Specific researi:h areas covered Ir>
elude vaJuallon 01 natural resourc8S, sustainable agncuhure 
and development, ecologically Integraled technology, Integraled 
eoologlc-econonllC modeling aI scales ~om local to reglonatlo
global, ImpllCallOllS ollhermodynamlCS lor economICS and ec0
logy, renewable resource management and conservat"n, cnt~ 
cal assessmenls ollhe basIC assumptions underlying current 
economIC and ecologiCal paradigms and lhe Imphcallons 01 a1ter
nallve assumpllons, economIC and ecological consequences 01 
genellcally engineered organ~ms, and gene poollnvenlory and 
managemenl 

---... -.- - -- -

Contants of Volume 1, No 1 
WhailS ecological economICS? 

R Costanza (Solomons, MD,' USA) 
The hmns 10 subslDullon meta-reSource deplellon and anew 
economll:-<ICOloglcal paradigm 

P R EhrllCli(51anIO«l, CA, USA ) 
HlSlonat roots lor ecological economiCS -bIOphySical versus 
anocallVe approaches 

P P Chns/enS8f1 (Hempsread, NY, USA) 
The case lor melhodOlogicai pluralism 

RB Norgaard (Berlcs7ey, CA, USA) 
EcologiCaleconomlcs rationale and problem areas 

J L R ProoPs (Keels, UK) 
Debllor nature swaps - oV9fVlew and dISCUSSIon 01 kay ISsues 

S Hansen (Bekkes/ua, Norway) 
EnVIronmental bonds and enVironmental research In innovative 
adlVrtles 

C Pemngs (Auckland, New Zealand) 

Subscription Informaflon 1989 Vall (4 Issues) 
US$128 50 I Dli 25700, ISSN 0921'8009 

-- - - ~ 

I . • ELS~E:'l)j:B ;s'(~f[~Q,~'; PUBlJS.HE-IltS : 
T ,-,1 ~;t. - ~~ - - - .. -', ~ ~, I 

_ P.O:Box 21J l10D_O~A:AGf~lg~da~;"nic Nelherl~M~ '~~_Bo~e..~~.-MadI50n S!1~_alQ.S\all~~,~~~w YorK,jNY i0159,1U s~' _ _ I 

53 


