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Farm Family Incomes lmprove:

Farmers Scarcely Keep Up

by
Edward 1. Reinsel *

In the ias; few years increasing a&t&n@i@@ has been given to an
important trend affecting incomes of ﬁagm,§¢¢@&@, 1&5 j@%ﬁ became avail~
able within g@mmgtiﬂg range, farm families qu@ﬁ,gg;geﬁ to ﬁagg;#g@k,_.
This devg;@gm@nm'garaiieleé Ehgvigrgg aga&éﬂau@@igxagi@n,iram-agt@aglzure
and can be thought of as part of #ha same a@juﬁﬁmeéé @m@ggss ££g?,3},

It would be a&&y 1o assum% that mifmfarm income @fﬁgxs the solution

,m@ remaining law ina@@a problems of farm people, In iﬁizgrgﬁﬁﬁiaxm iﬁc@me

accounted for about half of th@-t@t@l income of farm operator families

[ 5, p. 72). However, there are gti@l families wha»havé,n@t been able ga
take advantage of this means of inproving their income or who have bene-
fited in only & minor way. ﬁiewi@g,@if*ﬁgﬁm;e@ﬁﬁiﬁgs @sia gaaasaé f@f’

income problems of farm people could thus lead to policy errors.

This article considers recent changes inmﬁ@tai family imc@@ébgf”t@@

ma@@g graups with close ties to faxmgng, farm iamllieﬁ {residence concept)
: 1/
and farmer and faxm,manager fanilies éﬁgcmgagiﬁn cancept} These two

| LA
® Agricultural Ec@ammmst, Economic Research Sevvice, U.S. Eepartment of

agri@@ltar@, Views expressed ave th@ aﬁﬁhgr‘s gnﬁ de n@t necess&rily.remv
flect those of Economic Research Saﬁvi@g or "the U.S. Department oi,Agxi%
culture, Appregiati@m is expressed to Mary Darhanian for assistance in
developing the data.
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groups overlap but are n@tjiégntieal populations. ﬁat@»ﬁamiligﬁ are
2/
fam&lies living on farms. Farmer and.

farm manager fami
»headaé by persons w%afwurkad more during the ﬁwrv&y week as ﬁarm@xs or
farm managers than at any other Qﬁ@&@@ii@ﬁ;‘

Most farmer and gaxm‘m%&aggr families live on farms, but some have
nonfarn residences and are thus counted as nonfarm fawilies. Many
fanily heads living on ﬁ@rﬁs work mainly at aonfarm jobs aﬁ&-tﬁua are not
ﬁonsié@wéﬁ farmers and faxmama@aggr& unéeg'mhg chupaﬁi@n c@ﬁaéﬁ&; The
,rala@i@mship befweem th@ residence Q@ﬁ@&pﬁ ané oceypation a@naagt is |
‘illustrated in figﬂ@ﬁ 1. ;

-E@st of the iﬁﬁ@@@vﬂaéa used £%§ this areicle are from the Current
P@gulagx@u 3ﬁﬁ¥ﬁ¥ of the Bureau of ﬁns ﬁﬁﬁ&ﬁﬁ £%} Mﬁ@i@n ﬁamily in@ﬂmas
for tﬁe y@azg helng stmﬁi@é were c@nw@@tﬁﬁ g@ g@nstang 1972 deliars £o
account for changes in gzxag~i§we&$. These guxvey ﬁaﬁa.nge aypgiamaﬁteé*
with iﬂf@émaai@ﬁlﬁw@m gh@ Qﬁﬂ@@& of A@figuigaﬁﬁ and i&ﬁmﬂﬁﬁéﬁﬁal'ﬁﬁﬁ@mﬁ
tax Zetuxnﬁ @f persons mith farn income.

xn@@mﬁ ga&as @f families aiv&ng on farws ané @i gha smaﬁgatimn aiaasA
farmers and iaxm manag&r& were e@m@&xﬁﬁ with gains made by all E ﬁ@‘

“;;re were 2.6 mxliiﬂn farm fa&iiie& and 1.4 million ﬁaxmars

families.
- and farm manager families in iﬁ?&, complete data fat 19?2 are not yet avail*

able.

lmﬂam@ ?@a&@&sn of F&maiﬁaa Living on Earmﬁ
Even a brief study of income data reveals that farm familias are
‘often not as well-off as other U.S. families (table 1). For example,

athaough 1972 was a year of relatively high farm income, 26 percent of farm



Figure 1.--Relationship between Farm Families (Residence Concept) and
. Farmer and Farm Manager Families (Occupation Co

neept )

o i T

Estimate Number
. ' in 1971
AREA ' o . khous.,

AB All Families living on farms - 1/ 2,593
BG All Fapilies of persons whose occupations were - »
farming or farm management 1/ 1,366
A -Families of persons living on farms with _ ' ‘
occupations other than farming orx farm management 2/ 1,528
B Families of persons living on farms with .
occupations of farming or farm management ' 2/ 1,065
€ Families of persons with occupation of lfarming :
or farm management but not 1iving on a farm ‘ -2/ 301

1/ ‘Based on "Money Income in 19?1 of Famllles and Persons
in the United States" Current Population Reports, Bureau of the
Census, Series P. 60, No. 85, December 1972

2/ Estimated fxam relationships shown in "Income of the Farm o
Related Population," 1976 Census of Population, Bureau cf Census,
PC (2)*80



Table 1.,--Income of Farm Fawilies and all U.S. Families, United States, 1972

Total family income of--

Families by

Median

T$15,000
or more

“Less than | §5,000-

residence :
85,000 $9,999

O CR I T

dom wx %
Fen @8 e
Soe we W

' Fam—-ww«—«m—-w 26 31 21 22 8,849

£23 t& LE] «yu wx Ew Y [

17 27 26 30 11,116

A1l ©.8. Famiiies

1/ From ﬂnrment Population g&p@rﬁs, Consumer Ena@me%‘"ﬁ@ney Zn@mme in 1972 of
Families and Persons in the United States,” Sevies P-60, No. 87, June 1@?3, table

2, p. 3, (Advance data from March 1973 Curvent Population Survey).
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families reported incomes of less than $5,000; only 17 percent of all
U.S, families veported such low incomes. About 56 percent of all U.S.
families, but only 43 percent of farm families, reported incomes of
$10,000 or more. The median income of farm families was about &3,3@@
lower than for all U.$. families in i9?2,

‘Farm family median imeéme, in constant 1972 dollars, igcreasaﬁ
from less than $4,100 in 1960 to more than $7,400 in 1971 and then
increased sharply to about $8,850 in 1972 (table 2). These increases
are cﬁ#@ﬁ@tgnt with trends in farm and @if*faﬁm,in@@m@ suggested by
other studies [5, p. 72, 7 ?w 7 and 3]. What is particmigr&y signi-
ficant is the way the “income gap" between families living on farms and
all U.§. families seems to be narzawiﬁg.ﬁj Median incomes of farm fa-
milies ha&e,be@n substantially lower than for all U.S. families in
recent years. However, the average annual growth rate for income be-
tween l@ﬁ@:gmd 1972 has been greater for far@;ﬁamiliés {6.? ?eta@ﬁt}
than for all U.S. families (2.8 perceat).

Linear reg&é&@ians of the income gap between farm and all U.S.
families on time showed a déwnwé:@ tﬁ@nd of nearly $80 per year in the
in@@mevg@p between 1960 and 1972 {table 3). In general, the more re- |
cent the period considered the greater the apparvent narrowing of the
income gap. For example, the shorter 1963-72 trend line indicated
that the gap was narrowing by about $136 per year in that perio&;

When 1972--a re@nﬁ@.in@@mg year--was omitted, the trend line for 1963~
71 éuggas@gd a gain of @%@uﬁ $90 per year.
| Income Gains of Earmat and Farm Manager Families

When class"ified under the occupation concept, farmer and farm

i
\ |



Farmer and
Farm Manager
Families

Farmer and
Farm Manager
Families

Families

Year ?amm

e AR AR EE %S e
dos ww aw as wn D

WE EE ER A e
j bl

10

o
®8 Be AR s A%

1960-——m=m=t 7,941 4,060 3,872 3,880 3,969
8,019 4,533 4,408 3,486 3,611
8,207 4,728 4,602 3,519 3,645

8,543 4,693 4,336 3,850 4,207

196 Jmmmmmmm t
1963mmmmm

va il WY, FE A8 wE &% im B SR ww (R #e #R AR sw  wH

1964rmnmni 8,861 4,802 4,495 | 4,059 4,366

B

o

*

1965=-=====1 9,221 5,463 5,301 3,758 3,920
9,667 6,238 6,186 3,429 3,483

¥ %

G
o
2
o
i
1
§
¥
1
i
i
ksl

1967==mmmn=t 9,940 6,373 5,892 3,567 4,048

3965 34@*3?5 6:9% . 6,507 661 3,868
1969---mnnni 10,768 7,289 6,476 3,479 4,294
JRT A— 10,632 7,298 R 6,614 | 3,33 4,018
 LYT E— 10,625 7,430 6,917 3,195 3,708

1972-—mmmm=s 11,116 8,849 8,303 2,267 2,813

20 fas an we u 8 W me we . we u s n -

-.n»-..-p”,-,m-,q‘p*mmng—_yar@,@nlﬁ; A vl U

Average
annual
growth rate

{lﬁﬁﬂw?z}*~

1} 5. ﬂwregu of the Census, Qurrent ?egglatimn Reports, Series Po60

¥e e Ee S 4P
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Table 3.--Regression of Income Gap between Farm and all U.8. Famildes
' on Time

»
Y
bd
.

we AW

Period Correlation Y axis ¢ Regression
: coefficient intercept - coefficient

- -»
* *

L ad

value

Jos ws ad wel

1960-72=mmwmmmm:  ~0.70 %@3@ -79 ~3.30%%
1961-72-===m===:  =.68 4069 -83 -2.92%

1962-72=mmmmmmmt . 76 4289 =105 =3.50%x

1963~ 72wt -.85 4591 o ~136 —4, 51%%

1960-Tlmmmm=mi =65 3879 -6 -2.72%
1961-T1mmmmmmmmi =58 S asst 43 ~2.15
1962-Tlrmmomemmz =73 4029 -2 -3.02%

1963=7Lmmnmmmme

S -.%0 4280 -89  -5.30

*  Significant at .05 level.

% Significant at .01 level.



menager fawily median incomes were substantially lower than those of all
U.S. families in all years 1960-72 (table 2); they were also less than
for families identified as farm §amg1&g§ hy'@@$iégnaa@ Though gg&a@ively

low, farmer and farm manager iagi$y'ia;ﬂ;pﬁ@ in constant 1972 dollars,

| improved from less tﬁan‘ségﬁﬁﬁ‘ig'iﬁﬁﬁ to $8,300 by i&?g,
 In an earlier study Boyne found that £arm@r and farm maaag&x familmaﬁ

were ﬁaliiag @gh%ﬂﬁ f21. E@ wrote:

?ke wmarked shift to highgz xﬁ@&«imﬁ@mg 1&?@1&

of xﬁa disﬁz&buti@m of all v.8. iamizies

ﬁ@axfs the uywaxﬁ shift i@r iaﬂmaz anﬁ ﬁaxmw

manager families. Thus, ghﬁ~s§1agive ia@ﬁmﬁ -

E@ﬁiﬁiﬁﬁ of £axﬁ@ts:a@§.faﬁm‘mgﬁagatﬁ @é@éxi@v

rated considerably between 1950 and 1960.
“Gr@wth xatag ammpa@gé on real iﬁaﬁmg g%ang%s c@nfitm that iarmers an&
farm maﬁag&ts were g@%ing 1&£tla ptegr&ss reiaziva to all U.S. famxlxes
é@@i@&.iﬁ&@wﬁ@ (rable 4). Income growth rates were small ox negagiva
throughout the é@@@&@'@ﬁ‘@he l?Sﬁ’s. Growth rates far farmer an& £axm
manager ﬁ@@i&iﬁgjwéxa @@nﬁi@@@a@iyfiesa than f@; all u‘s, ﬁamm£$e&g
- The E%%aﬁi@éiy high income experienced ﬁy ﬁaﬁmexa’&@& iarQ mﬁnagets in }
1950 was matched only once betueen 1951 and 1958, However, when growth
rates were @3&@@&@&?@ ﬁxgm 1960 forward, a somewhat diﬁﬁéﬁgﬂ#’giag#ﬁé
emerged. im'p@é@@nﬁage‘ terms inaséﬁa éﬁ-farmer and farm manager |
families gaineé m@x& E&pidly than insom&s of all U,S. familias.

But rapid growth alone is not enough. When ragressed on txma the

dotlar gap between median incomes of farmer and farm manager families,and .



Table 4.--Comparative Median Income Growth Rates f@r Farmer and Faﬁm Manager Families,
and all U.S, Families 1950-62 and 1960-72 (constant 1972 dollars) 1/

Beginning year 1950

o Ending
11 U.8, ~ year
families :

Ending ¢ Family Incame ﬂg@wth
yvear : Farmer and
farm manager

_families

.»4

a»
@ ~tm

Tow

Pae w% wh EH

SN L2

wnmm-wv?fﬁgggngmm*—mmw

1951 B 3.4 1961 5.9 1.0
1952 0.1 3.0 W62 7.6 19
1953 -6.3 48 1963 29 2.8
1954 6.3 | | '3,9 i | " 1964 o 3.1 , 2.8
1955 -3.8 R A 1965 5.9 3.0
1956 .*5@..';- o 1966 7.1 3.3
w57 .01 as 1967 57 38
1958 0.8 3.1 » :g-?a&é 6.4 3.4
1958 0.8 8 1969 56 3.
1960 L3 36 v 52 3.0
1961 21 30 wn o sz 2
1962 2.3 a3 wm 63 28

1/ For the meth@d used iﬁ c@m@wﬁiag gx@wﬁk rates see {10, e liﬁ}  Growth rates are
sensitive to the choice of a base year. Annual income growth rates were computed
. for farmer and farm manager families and fer all U.S. families for all possible
. periods between 1%5@ ané i@?éi The complete tebles are availabig from the authar.
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insémeg‘ai aii ﬁai&a@ States families did not show a significant &%ﬂéxd
or downward trend, evg@ when account was taken of the impressive gain
in 1972. (table 5). Thus, with a r@iativgly large paﬁe@nnégg‘g@iﬁ the
income gap between farmer and farm manager i@wi&&gglan@ all U.S. families
did not narrow significantly. That is, farmer and farm manager families
were scarcely keeping up in dollars, although @h@§'ugrgawﬁking faster

percentage gains.

ﬁnﬁ@xatanﬁxng,ﬁhe L&miteﬁ Gains of gagmﬁrs

The d@ffexeage i@ 1ncam@ gains made by faxm resident famiixgs and
families hea&e@vby persons wh@ wexg farmers or ﬁaxM‘manageﬁs b?'@@ﬁﬁ@@”‘
tion needs té be. fati@n@}izaé. Why shﬁul& the income gap close for
farm.families but not narrow signifleanxly f@r farmer and farmpmanagez
fam&iiesg

@mg'@aégr a@nxrihute? to improved incomes of iamiliesliiviﬁg'én
"ﬁarmﬁ i$ @£fw£a£m.iac@mg; By 1969, more ghan half of famm epgrg;ars‘xéé~
?@gﬁeﬁ‘@ffwﬁarmvw@tk»&ﬂdanaxly 4 in lﬁ r@p@réeﬁ 100 days or méte éf ﬁaﬁk
&ii the fé@mg The iﬁﬁraases were relagively large between the 195& aad
lﬁﬁ? Agriculture e&nSuﬁes {table 6). | | |

Eﬂdexa& income tax raturns of persons reéaxtlng farm ine@me als@ sh@w
imgartaﬁt iaﬂteasas in affnfarm anqme.5! In recent years, wage and aalary
%arn&mga ammaunte& for about twu*thlrds ef affmﬁarm income reported on
anX returns [8, p. 13}. In 1963, abamt halﬁ of Eaxpayers reparting farm
receipts also raparteé~Wages or salaries ay 1969, nearly 60 percent re-
ported such earnings {table 7). Galns in average wages and salarles of

farm taxpayers were équally significant—-up from $5,300 in 1963 to about



- m -

Table S.-Regre@si@ﬁ of Income Gap between Farmex ané Faxm,Managar Families
A and aLl U.8. Families on Time

a®

b4

Period : Correlation
: coefficient

Regression  : &
coefficient : value

¥ axis
intercept

Ina a9 wv wa
T g wk e

1960~ 72~mmwm=

* w& wp fen

1961-72»~~—~~2 =~ .28 4047 =33 - .93

[
B

1962 72mmmmmmi = 42 4183 [ =55 -1,37

»
-

196372mmmmmmi = .58 4353 L a7 ~2.00

1960-71-mmmmz .10 3893 8 - .32
‘lQElﬂ?lww*~~« 14 3875 1 | .43
1962-71ommmmmt  =.04 - 3979 » b -3

R R B L TR T
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Table 6. Farm operators reyarblng off~farm worf and those reporting
100 days or more of eff-fawm work, for Cevsus|years, 1949-1969 lf

“Pereent of aLﬁ ogerat@vs withe-
Any off~- : 100 days or more
farn work i off-farm work _

Rumbef'

Year of farms

ERNET ST

Fhousand B | Percent

5,386 . 38.9  23.3

1949-—--—=.

B wB B em s j4e ae E 2

H

1959--—mm=: 3,708 | 4.9 29,9
315 463 324
1969-mmmmi 2,230 54,3 om0

*
.

17T —

s B EK

1/ From Census of &gzicultha.

"ot

i,

Bowd




N

3 &gm Emtma xﬁmrﬁﬂg %éﬁ hﬁléﬂﬁ Salaries and &Weragg

Table 7 -Persons wi
: ; @@@, United St ms % % ,Iaakgé Years ¥ A

Year Average Amount

Percent Reporting

doe e @w

56 6,110
60 o ?g@@@ |

1963
1966
1969

¥E aw Er 4% wR we wv leR R we W

i/ Baami on im} and on sgaai@l E@hﬁi&@im& hy u.8. Dggaﬁmmt @@ the
Treasury, mwm@ Revenue &ewﬁ@g,




$7,000 by 1969 in constant 1969 dollars. These increases in off-farm
income seem consistent with higher incomes experienced by families iiviég
on farms. Many farm families now receive much of their income £xmm~@f£¥
farm sources.

Unlike families who live on farms but have a variety of occupations,
farmer and ﬁarm managaﬁ families work mainly at faxmiug, Given their oc-
cupational tie to ﬁamming, farmer and farm manager families weuié be ex~
pected to depend heavily on farming fa& income. Thus, the %&eenz Ane
crease in off-farm incone prahably did not help faxmar and f@rm manager
families as mmch as it did all families living on farms, Also, some .
.ﬁawmex-ané‘ﬁagm.mgnagez ﬁammliasvwmuld have been reglassifia& into ather
@cmupa@a@aﬁ as off-farm gmglayment 1n¢xgased.‘ '

This analysis does not reflect the reecord farm incones ef 1&?3.
Bﬁcause of their heavy @ependﬁnae on farming much of the increase w@uld_
be expected to accrue to farmats aﬁ¢~£arm manager3 an@ w@nldrhé ax?&atéé
to improve the relative éasitiaa of these £amilies; vﬂheth&# income levels
ﬁxpgrian¢@@ aigeﬁvléyl will be maintained or furthex iagréQSed'ramaims‘t@
be seen. - Q@mﬁin&@tién‘af recent ra@i¢‘gaiﬁ$fin.ﬁarm.iﬁ@@me‘waél& hg'ex~
pected to 5igni£ieantly narrow the incoume gag between farmﬁx aﬁévfarm"
manager families and all U.S. families. Also, the data do not account
for increases inm w&a&ﬁh which need to be @@haidﬁred aiong with income to
megsura economic w@ileh@i@g‘{ﬁig Finally, no a@nsiaexgti@m.ﬂgsfgiVen‘to

changes in veturns to capital as investments of farmers increased.

Summary and Implications
Farm families have héé a history of low incomes compared with non~

farm families. waeVer, recent data do not sﬁppbrt the view that families -



living on farms are losing ground, in fact, just f&e ﬂ@@ﬂ&i@é:may be true..

Ihg income gainms nay be explained hy iﬁaxaﬁﬂ&mg ¥$ii@nﬁg o8 aifqﬁarm in-

come by farm residents, j |
Farmers and farm managers«~a subpggulatign based on occupation-~also

apyeax to be impr@vimg their incomes. And @h& percentage gains seem to be

greater than,ﬁax all ©.s. iamﬁiies! However, because they are so far behind,
}ﬁhe rates of imcxgas@ in income experienced between 1960 and 1972 will just
}maimtain the income gap between farmers a@é-ﬁa@ﬂ}mgﬁagéxs-aﬂﬁ other U.S,
,ﬁégilies*‘ More xépi& znareasesfin income u@zi ke neéﬁedvté”élasé‘thé gaﬁ;_

An important imylisa@&an of these ﬁimé;ngs is tha@ tha farm @@pul&tzﬁﬂ
is éifﬁ@rent fx@m iha farmer ané farm manager p@pulat&@n‘: $§atistics on th@
faza&mg seaaox n@eé to distiﬁgulsh bgtwean these y@pui&tlans to better de—
scribe thg fatmiag sect@r and allaw more effective ec@n@mic pollﬁiES. Whether
@x,m@g a ﬁam@&y lxvaa\ea a'ﬁgxm has little re;evaa@@ in an age when many
'fiailias living ﬁ#rfaﬁms e@xa‘mést of their ingoﬁg‘@iﬁffafﬁ'éné_same,famiiiésvg
livg in nonfaram resi&ances but work as ﬁaxmﬁrg._ | vv o |

As xnCQmﬁs @f famili&a 1;?1&5,@@ farms apgzaagh th@sakaﬁ n@nfarm(-
families, zeseaxch&xg mili ne&d sa bezter idemtliy lew incmm@ gr@ups that
;havg n@t been ahig tﬁ uﬁe wagg wark to realize gains in 1nc@mg Hhiie 1t will_
fmo longer be aarweg@ to heli@ue that all p&@yle lavxng on faxmg have - law

family incomes, nei&hex @an wg assame that a&l farmers hav@ aéequa&e garnings.



Footnotes
1/ Total family income ineluéas money wages and salaries, met income

from m&f%&@&@ SNt , m&w&%mﬁt}? and veterans benefits,dividends,

interest, income from estates and trust, rental income, royalties, wel-
fare, unemployment cempensation, private pensions, @@iﬂ@ﬂ&g contribu~

tions from persons not living in the househeld, and other money income,

2/ Farms weﬁg‘dgiéﬁgﬁ‘@ﬁ,giécgs of Eﬁ\éﬁ:&s @r>ﬁ§¥g with annual sales of
farm products of $50 or more or places of less than 10 acves with sales

of $250 or more. »
| | . ,

3/ Thé aéﬁmgaai@@_e%aéﬁiﬁiaétﬁé@ héaeé.@m data for %ﬁa aawﬁey veek was
used he@aﬁse ghﬁé@ é@@é aré availa&&a'fni a longer ziﬁg-geri@é;‘ A

second me@hﬁé of glaﬁsiiying iamiiias Ey @@eupatmmn in @urxent ?@pu&ati&n-

_Eurvey data is h@aﬁﬁ on Che leongest job h@lﬁ durxng thg income yeara

%! The income gap is defined as the &&iﬁexenne in madian income betwgen

the two gr@u@s.

5/ Use of tax records was 1imxted’a@~gabii§hed data g@é special tabula~

tions made by Internal Revenue Service sh@wzng aggzagated égga,b Iﬁdiviﬁuai
tax records were not analyzed. Tax ﬁa@a exclude a szgnxﬁ&canz nuﬁbetbaf :
 persons with E@-ii&ﬁiﬁ income that tﬁey arerﬁet rﬁéﬁiraé té report. Tax~
‘gayéra~ysé special rules for reporting which tend to minimize taszable
incone. @Qiﬁarg and social s@@@xiﬁy payments are mét taxable.ané are zh@s

not reported.
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