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Can We Cure Farm Poverty With Commercial 
Farm Policy? 

James P. Houck, Professor, Agricu ltural Economics 

If poverty in the United States is 
erased, massive hange will occur in the 
nation's rural areas. For th is is where mi l
lions of poor Americans live and work. 
Approximately 26 million of our citizens 
are poor: one ou t of every eight persons. • 
Of these 26 million, half live in rural 
areas where they represent about 20 per
cent of all rural residents. Although 9 
million of the 13 million rural are white, 
the rate of poverty among rural, non
whi te ci tizens is 55 percent. 

The President's ational Advisory 
Commission on Rural Poverty agreed that 
in 1967, "Rural poverty is so widespread 
and so acute as to be a national disgrace, 
and its consequen es have swept into our 
cities, violently." 

Most of the nation's 13 mi llion rural 
poor do not live and work on farm s. 
Eleven million of these poverty-ridden 
people live in small towns, villages, and 
in the op n coun try. Generally speaking, 
their living onditions and prospects are 
among the most wretch d anywh re in 
our society. But what about the 2 mi l
lion poor persons who live on farms? The 
purpose of this artie] is to examine the 
poverty among the nation's farm popula
tion and to assess the prospects for allevi
ating it through xisting national farm 
price and income support programs. 

FARM POVERTY 

The rate of poverty among farm I eo
ple is even higher than for rural residents 
as a whole. About 23 percent of all farm 

0 The data and some background inform ation for 
thi < art icle were drawn from Til e People Left Bc
lliucl, Report of the Nnlional Ad isory Commission 
on Hural Poverty, \<Vnshington , D . . , Sept. 1967, 
and from U.S. Bureau of the ensus, Curreut 
!'np r~/ation Reports. Series P-60, o. 68, "Poverty 
Ill the Un ited States : 1959 lo 1968," U.S. Gov
c• rnment Printing om C, \Vashington , D . . , 1969. 

people are poor, while the rate among 
nonwhi te farmers is a shocking 64 per
cent. A four-person farm family is con
sidered "poor" by the Census Bureau if 
its total money income was less than 
$3,034 per year in 1968. 

In 1968, the nation's nearly ll mil
lion farm people lived and worked on 3 
million farm units. Over the whole coun
try, this is an average of three and two
thirds people per farm. Consequently, the 
four-person family unit usually used for 
income comparisons is reasonably appro
priate for farms and farm family con
siderations. These ll million farm resi
dents were scattered over production 

units that differ almost as much from 
each other as General Motors differs from 
a local garage. 

The first two columns of table 1 con
tain data that illustrate how the farms of 
this country were dispersed according to 
the value of fmm product sales in 1966. 
(Data for 1966 are used here because the 
special calculations discussed below are 
not availab le for later years.) More than 
half of the farms produced less than 
$5,000 worth of food and fiber products 
in 1966. Many farms in this group are 
part-time and retirement farms. Yet they 
provide a dwelling place and some cash 
income for their operators. 

Totice that over 68 percent of the na
tion's farms generated less than $10,000 
worth of gross sales. It is here in these 
two low gross income categories that we 
wou ld expect to find most of the rural 
fa1m poor. A glance at column 4 confi1ms 
it. For farms grossing less than $5,000, 
net farm income averaged only $1,071. 
Un less fami lies on farms of this size 
have substantial nonfarm income, they 
are bound to be poor. Moreover, we also 
can expect that at least some fa~ms in the 
$5,000-$9,999 gross sales category gen
erated family incomes below the poverty 
line. It is estimated that only half of the 
farmers grossing less than $10,000 have 
additional income from nonfarm sources. 

The 2 million farm poor probably live 
on about 500,000 separate farms. These 
families are mostly located on farms that 
gross under $10,000, with the heaviest 
concentration in the less than $5,000 
category. 

Having located most of the rural farm 
poor in te1m s of gross sales, now consider 
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Table 1. Number of farms, returns from farming, and parity returns from farming, 1966* 

Number Percentage of Net farm Actual returns 
of farms total farm income per Parity returns as percentage 

Thousands Percent sales farm 
Value of sales (1) (2) (3) (4) 

per farmt of parityt 
(5) (6) 

Under $5,000 1,769 54.4 6.7 $1,071 $3,439 31 

$5,000-$9,999 .. 446 13.7 7.9 3,989 6,453 62 

$10,000-$19,999 510 15.7 17.1 6,869 8,087 85 

$20,000 and over 527 16.2 68.3 17,539 13,579 129 

All farms ..... 3,252 100.0 100.0 5,049 6,224 81 

''' Source: USDA, Parity Returns Position of Farmers, Senate Document No. 44, 90th Congress, 1st Session, U.S. Government Printing Office, Washing
ton, D.C., Aug. 1967, pp. 22·23. 

t These are estimated returns that could have been earned elsewhere in the economy by labor and capital resources in each farm category. See the 
original source for complete details and other comparisons, especially pages 21-26. 

:j: Column 4 as a percentage of column 5. 

their contribution to the nation's food 
and fiber supplies. Column 3 in table 1 
contains data indicating that only about 
15 percent of the nation's total farm out
put in 1966 was supplied by the 68 per
cent of farmers grossing under $10,000. 
Look at the under $5,000 group alone. It 
contained over half the farms in the 
'Linited States, yet produced less than 7 
percent of total farm output in 1966. On 
the other hand, almost 70 percent of all 
farm sales were generated by only 16 
percent of the farm units, those that gross 
more than $20,000. 

POVERTY AND PARiTY INCOME 

Farmers who control few productive 
resources in agriculture and whose con
tribution to total output is small are 
bound to be poverty-stricken. The small 
farmer in this country is likely to be 
elderly, physically handicapped, or poor
ly educated. Hence, he is not likely to be 
able to gain access to land, capital, and 
other resources needed to form an ade
quate farm unit. Arthur Mauch, an expert 
in this field from Michigan State, recently 
wrote: 

We muot face the fact that most of our 
so-called farmers have farms that are 
iust too small to provide an adequate 
volume of business to make it possible 
to get an income comparable to that ob
tained by those employed in non-farm 
activities. They make very little contri
hution to our economy. Hence, while 
they are poor, we cannot say that they 
necessarilu am underpaid. 

On the other hand, a recent study by 
the U.S. Department of Agriculture indi
cates that, according to several criteria, 
small farmers are indeed underpaid, even 
though they make little contribution to 
the economy. Column 5 of table 1 pro
vides data on one particular computation 
of parity (or "fair") income by farm size. 

Parity income, in this context, is the esti
mated returns that could have been 
earned elsewhere in the economy by the 
labor and capital employed in each farm 
size category during 1966. 

This particular series of parity incomes 
is one of several alternatives investigated 
in the study. This alternative valued 
family and hired farm labor at nonfarm 
wage rates and evaluated farm capital at 
net rental rates applicable to 1966. Capi
tal gains are excluded from this parity in
come calculation. 

Column 6 of table 1 contains per
centage figures that show how actual 
average farm income in each category 
compared to the computed parity returns 
for that category. Actual income was less 
than parity income for all groups grossing 
under $20,000 annually. The lower the 
gross income, the lower was the ratio. 
Farms grossing over $20,000 and pro
viding 68.3 percent of total national farm 
sales achieved incomes in excess of parity 
according to this particular scale. 

To achieve parity, the net income of 
farmers grossing under $5,000 would 
have to be more than tripled; net income 
for the $5,000-$9,999 group would have 
to be increased by more than half; and, 
for the $10,000-$19,999 group, net in
come would need to advance nearly one
sixth of its 1966 level. 

POVERTY AND FARM POLICY 

Keeping these relationships in mind, 
consider the nature of our traditional 
commercial farm programs. In the thir
ties, a link between farm price support 
and farm income support was forged that 
has yet to be broken. The policy tools for 
providing income support to farmers 
have operated mainly through the mar
ketplace by means of direct and indirect 
supports for farm prices. 

Roughly speaking, income support to 
farming channeled through the price 
system provides income benefits in direct 
relation to the capacity that individual 
farmers have to produce and sell com
modities. Most controls on production, 
when attempted, have been relatively 
weak and, in recent years, voluntary. 
Moreover, income benefits derived from 
participation in production control pro
grams have been in proportion to either 
historic or potential production capabili
ties. 

Thus, income support through the mar
ket mechanism produces benefits to those 
who can use the mechanism; that is, to 
farmers with access to and control over 
productive resources in agriculture. Price 
supports on commodities provide little 
benefit to those who have little to sell. 

Table 2 shows the extent of average 
price changes needed in 1966 by each of 
the gross sales categories to return 100 
percent of parity income. A doubling of 
average farm prices would not have 
solved income problems in the group that 
contains most impoverished farmers. And, 
for the largest of the five groups, parity 
income might even be consistent with a 
somewhat lower average price level than 
existed in 1966. 

Attempts to alleviate income prob
lems of poor people living on small farms 
by making the prices of farm commodi
ties sufficiently high through government 
programs is bound to be expensive and 
wasteful. 

The expense would occCJr either as 
higher government costs, higher food and 
fiber prices to consumers, or both. Tlw 
waste from this sort of policy would 
occur as windfall gains to farmers in the 
larger size categories. Imagine the conse
quences, economically and politically, if 
the net incomes earned by farmers in the 
lowest of the gross sales categories were 
raised anywhere near parity by higher 
prices or income payments based on pro
ductive capacity. 
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Table 2. Percentage changes in prices re· 
ceived by farmers needed to provide 100 
percent of parity returns by gross sales 
categories, 1966* 

Value of sales 

Required percentage 
change in prices 

receivedt 

Under $5,000 ........ . 

$5,000-$9,999 ....... . 

$10,000-$19,999 

$20,000 and over ... . 

All farms ............ . 

+ 170 

+ 38 

+ 10 
9 

+ 11 

· Source: USDA, Parity Returns Position of Farm
ers, Senate Document No. 44, 90th Congress, 
lst Session, U.S. Government Printing Office, 
Washington, D.C., Aug. 1967, p. 25. 

'I' Assuming no significant change in volume sold. 

The current debate about limiting 
price support payments to individual 
farmers would seem tame compared to 
the rancor that would be generated by 
serious proposals to deal with farm pov
erty in this way. The conclusion is un
avoidable: we simply cannot solve or 
even substantially ease the desperate fi
nancial plight of small, poverty-ridden 
farmers through our current system of 
farm price programs, all of which provide 
benefits linked to productive capacity. 

This apparent dilemma has led many 
people to agree with economist T. W. 
Schultz, who argues that: 

. . _ behavior of rural people, their 
representatives, and their institutions 
implies a materialistic bias in favor of 
plants, land and animals against people. 

Observations like this, while provocative 
and timely, have also convinced some 
that the present farm program network is 
somehow oppressive and detrimental, by 
its existence, to low income farmers and 
the rest of the rural poor. 

Although no one knows what U.S. 
agriculture would now look like if farm 
price and income support programs had 
never existed, economists do know the 
general consequences of an abrupt end to 
these programs. A number of studies sug
gest that net returns to all farmers in the 
<tbsence of government supports would 
fall betvveen 25-60 percent in the short 
nm. In particular, it would reduce prices 
and incomes to small farmers for the little 
thev have to sell and would provide 
nothing in return. 

Of course, it can be argued that elimi
nation or curtailment of commodity sup
port programs in agriculture would per
mit the funding of other programs direct
ly beneficial to the rural poor. This is 
correct, but it is equally true for reduc-
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tions in any ongoing government program 
such as defense or space exploration. 

There are many good and urgent rea
sons for revising our commercial farm 
price programs, but solving the poverty 
problem in agriculture is not one of them. 
That is the main point of this discussion: 
No amount of tinkering with a system de
signed to stabilize and support prices of 
commodities can solve the problems of 
farmers who have little to sell and whose 
prospects of getting enough resources to 
increase production to profitable levels 
are slim. 

Perhaps some farmers now in the 
smaller size categories can escape poverty 
by growing larger through better access 
to credit, planning assistance, manage
ment training, and advanced technical 
know-how. A few, but not many, may 
travel this route. One recent estimate is 
that only about 10 percent of today's low 
income farmers can hope to farm their 
way out of poverty. But what about the 
majority of low income farmers? Are they 
trapped, or can rural farm poverty be 
alleviated? 

POSSIBLE SOLUTIONS 

The solution to rural farm poverty is 
essentiallv the same as that for urban 
poverty: 'jobs and money. 

The first and perhaps the most funda
mental to all proposed solutions is a 
healthy economy. Fiscal and monetary 
policies that provide full employment, 
encourage investment, promote efficiency, 
and accelerate growth provide the setting 
in which poverty can be defeated. 

For people who can and wish to leave 
farming and other low-paying rural work, 
specific mobility-enhancing programs can 
be developed. These include training 
courses in vocational and high schools 
that prepare young people for good off
farm jobs. 

Income payments to assist people in 
the transition from fann to nonfarm jobs 
could ease the human strain and tension 
that accompany major vocational and 
geographic changes. 

Improved information and employ
ment-locating services in rural areas 
would help to match people seeking 
work with available jobs. 

To help small farmers who wish to 
leave farming, improvements in pro
grams to help retire land and capital 
from small unprofitable farms would be 
an alternative to leaving these resources 
in agriculture and allowing them to act 
as a drag on people who othe1wise 
might cease low income farming. 

Issued in furtherance of cooperative extension work in agriculture and home economics, acts of 
May 8 and June 30, 1914, in cooperation with the U.S. Department of Agriculture, Roland H. Abra
ham, Director of Agricultural Extension Service, University of Minnesota, St. Pa~l. Minnesota 55101. 
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Not all of the adjustments out of un
profitable farming need to involve sub
stantial geographic mobility. In fact, 
there is a growing feeling that the tur
bulent social conditions in large cities 
are aggravated by continuing rural-urban 
migration. Some experts feel that the mi
gration flow should even be reversed. 

Consequently, it is possible that some 
industries might be encouraged, through 
future policy, to move to selected growth 
centers away from huge metropolitan 
areas. To the extent that these industries 
might be inefficiently located, at least at 
the outset, our economy would sustain 
some costs in lower real output and 
possibly slower growth. But these might 
be costs we would be willing to pay in 
the interest of other social objectives. 
Yet holding people on small farms 
through more attractive versions of our 
present price support programs is clearly 
more inefficient in terms of the benefits 
that would be bestowed on already com
mercialized farms and considering the 
higher prices and government costs that 
would be sustained. 

Many low income farmers are "boxed 
in." They could not leave agriculture 
even if they wished. They are elderly; 
they lack skills and training for nonfarm 
jobs; they are in poor health. 

Helping these individuals escape the 
cruelties of poverty involves devices and 
programs that are being advocated and 
applied to poverty elsewhere. Improved 
and expanded social security and health 
programs are needed. Income assistance 
and negative income tax proposals are 
now emerging to help ease the lot of 
these persons. (Next month's Minnesota 
Agriwltural Economist will carry a dis
cussion of the new income proposals.) 
Expanded and more liberal food aid 
programs can and are being developed 
for adults and children trapped in both 
rural and urban poverty. 

These and similar approaches are the 
answers to poverty problems, both on and 
off farms. To be effective, thev must be 
applied without discrimination-, racial or 
othe1wise. The problems of poverty are 
not easy to solve, nor will they go away 
by themselves. In 1915, humorist Frank 
Hubbard summed it up this way: 

It's no disgrace to be poor, but it might 
as u:ell be. 

""--~-... 
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Prepared by the Agricultural Extension Service 
and the Department of Agricultural Economics. 
Views expressed herein are those of the authors 
but not necessarily those of the sponsoring insti
tutions. 



JULY 1970 MINNESOTA AGRICULTURAL ECONOMIST 

IN PERSPECTIIIE k 
Poverty: Nine Years of 

Experience* 
W. Keith Bryant, Professor 

Agricultural Economics 

Six years have gone by since the vVar 
on Poverty was declared by President 
Johnson in his 1964 State of the Union 
Address. Poverty now has become but 
one among several major issues on the 
nation's political agenda. In some ways, 
it has become yesterday's issue. Yet pov
ertv as a condition of life remains for 
ma.'ny, as do the vestiges of the war be
gun with the purpose of eliminating it. 
This article reviews the progress we have 
made over the past 9 years in reducing 
poverty. 

In 1959, there were 39.5 million 
Americans defined as poor; approximate
ly one American in every five was 
poverty-stricken. In 1959, gross national 
product (GNP) stood at $476 billion 
(1958 prices) and the unemployment 
rate was 5.5 percent. 

By 1968, the number in poverty had 
dropped by almost 36 percent to 25.4 
million people; approximately one per
son in seven remained in poverty. GNP 
had grown by about 49 percent, taking 
rising prices into account, while the un
employment rate had declined to 3.6 
percent. 

\ill e are not likely to match this impres
sive record again. Economic growth, 
along with the poverty programs, has 
lifted the "easiest to lift" out of poverty. 
Those remaining in poverty will take 
more "pulling." 

Let us examine the anatomy of pover
ty and how it has changed over time. 
We shall look closely at the record for 

"Data are from U.S. Bureau of the Census, Cur
rent Population Reports, Series P60, No. 68, 
"Poverty in the United States; 1959-1968." 

families and neglect the single poor per
son. Data on the single poor person are 
unavailable, although we know that re
latively more single persons were poor in 
1968 than in 1959. 

Let us first look at families classified 
bv sex of the family head and by color. 
While only 6 percent of all white families 
headed by males were poor in 1968, 19 
percent of all nonwhite families headed 
by males were poor. Similarly, while 
about 25 percent of all white families 
hended by females were poor in 1968, 
53 percent of all nonwhite families head
ed by females were poor. These poverty 
rates all have declined since 1959, but 
those for males and for whites have de
clined much more rapidly than those for 
females and for nonwhites. 

Nonwhite families headed bv females 
are most poverty-prone and hav'e escaped 
from poverty least rapidly. White fami
lies headed by males are least poverty
prone and have escaped poverty most ra
pidly. Our labor market, education and 
training systems, housing market, and 
transportation systems all work to pro
duce this result. 

Females are paid lower wages and 
have fewer kinds of jobs available to 
them than males. Moreover, females with 
families typically must cope with the ad
ditional burdens of having to find and 
finance daycare for their families if they 
are to work. 

Nonwhites, especially Black and Indian 
Americans, face discrimination in the la
bor market and must cope with the 
handicap of inferior education and train
ing obtained in segregated (however 
achieved) schools. Moreover, nonwhites 
typically live in segregated areas of cities 
and in rural areas where fewer jobs exist 
and where the employment gro\vth rate 
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is less than elsewhere. And they typical
ly have less access to transportation to 
where the jobs are. 

Another comparison is by type of par
ticipation in the labor force. From 1959 
to 1968, the percentage of all employed 
families in poverty declined by half, fall
ing to 6 percent. Nineteen percent of all 
unemployed families were poor in 1968, 
a drop of 43 percent from 1959. And 
of all families not in the labor force in 
1968, some 26 percent were poor, com
pared with 41 percent in 1959. Clearly, 
those families that participated in the 
labor force, with or without help from 
the various poverty programs, shared far 
more in national economic growth than 
those who remained outside the labor 
force. 

Of special interest are farm residents 
and families of farmers and farm labor
ers. Poverty remains more prevalent 
among farm families than among non
farm residents, and more prevalent 
among farming families than among 
other occupational groups. Changing to 
a higher paying occupation, either with
in the community or by relocation in 
areas with more job opportunities, is an 
important means that farm residents, 
farmers, and farm laborers have used in 
escaping from poverty. In the article on 
the preceding pages, support programs 
have been shown to be ineffective anti
poverty programs. 

A rapidly expanding economy, and 
consequently rapidly expanding job op
portunities and incomes, appears to have 
been the most important antipoverty pro
gram in the past 9 years. Of the families 
that remain poor, 24 percent have elder
ly heads, 35 percent have female heads, 
36 percent have at least five family mem
bers and hence have many children, and 
over 29 percent are nonwhite. All of 
these represent groups that will derive 
few benefits simply as a result of national 
economic growth. Other kinds of progress 
besides a rapidly expanding economy are 
now required to lift such families out of 
poverty. • 
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