%‘““‘“\N Ag Econ sxes
/‘ RESEARCH IN AGRICUITURAL & APPLIED ECONOMICS

The World’s Largest Open Access Agricultural & Applied Economics Digital Library

This document is discoverable and free to researchers across the
globe due to the work of AgEcon Search.

Help ensure our sustainability.

Give to AgEcon Search

AgEcon Search
http://ageconsearch.umn.edu

aesearch@umn.edu

Papers downloaded from AgEcon Search may be used for non-commercial purposes and personal study only.
No other use, including posting to another Internet site, is permitted without permission from the copyright
owner (not AgEcon Search), or as allowed under the provisions of Fair Use, U.S. Copyright Act, Title 17 U.S.C.

No endorsement of AgEcon Search or its fundraising activities by the author(s) of the following work or their
employer(s) is intended or implied.


https://shorturl.at/nIvhR
mailto:aesearch@umn.edu
http://ageconsearch.umn.edu/

54/4/(*

/

Flnancla?
S
Strucfur.ﬁ .

VIRGINIA >
AGRICULTURE

AVERAGE INVESTMENT
ALL COMMERCIAL FARMS

Land and buildings . .. .$10,725
LiVestioak s 5 o L -, - 1,849
Machinery and equipment 1,728
Miscellaneous . ... ... 984

............. $15,286

Agriculture Information Bulletin No. 97

UNITED STATES DEPARTMENT OF AGRICULTURE
BUREAU OF AGRICULTURAL ECONOMICS

WASHINGTON, D. C. FEBRUARY 1953



CONTENTS

Summary and main conclusions . . .« ¢« . ¢ ¢ e e e e e e e e e e e
Introduction . . . . ¢« « « ¢ ¢ . . e e e s e e e e e e e e e e
Farm resources - types and ownershlp e e e e e e e s e e e e e e
Agricultural production of Virginia farm operators . . . . . . .
Cash farm expenses and net agricultural income . . . . . . . .
Other income of Virginia farm operators . . . . . . . . . . . .
Financial condition of Virginia farm operators . . . . . . . . .
Definitions of economic classes of farms . . . . . . . + . . . .
Dominance of commercial farming in Virginia . . . . . . . .
Relative position of part-time farms and residential units . . .
Consolidated balance sheet and income statement, by operator
classes . . . . . . . . . .« .o c e e e o e .
Characteristics of various classes of farms and operators o« e e .
Intensity of operation . . . « « « ¢ ¢ ¢ ¢ ¢ ¢ o 4 e o 00 ..
Incomes of operators . . . . . .« « « .« . . . . . e e e e e .
Average financial condition of different classes of operators .
Banking relationships of operators . . . . . . . . « ¢« « « « .+ &
Commercial farms - capital and income . . . . . « « ¢ ¢ ¢« o ¢ o &
Size of farm business, by type of farming . . . . . . . . . . .
Capital requirements, by type of farm . . . . . . . . « « . . .
Capital provided by operators . . . . . « . « ¢« ¢ o o o o o .
Sources of supplementary capital . . . . . . « . ¢ ¢ o . .. .
Income of commercial operators . . . « « + ¢ ¢ ¢ ¢ ¢ o o e o o .

Commercial farmers - investment policies . . . . . . . . e e .

Relation of farm and nonfarm investments to net worth of operator.

Types of nonfarm assets . . . . e e e e e e . . .
Relation of types of nonfarm assets owned to net worth of operator
Life iNSUTANCE . « v o o o o o o o o o o o o o s o o o o o o o o
Distribution of liquid financial reserves among commercial farmers
General investment policy . . . < ¢ ¢ ¢ ¢ s e s e e e e e e e
Commercial farmers - debts and sources of credit . . . . e e
Distribution of commercial operators by ratio of debts to assets
Relative use of farm credit on farms of different value . . . .
Sources of short-term farm credit . . . . . . « . « . < . .
Sources of farm-mortgage credit . . . . . . . e e e e e e
Commercial farmers - relation of tenure and age to f1nanc1al
condition . . v v i 4 e e e e e e e e e e e e e e e e e e
Net worth and age of operator . . . . « « « « ¢ ¢ ¢« ¢« o ¢ o« & &
Owners' financial and income averages - relation to age . . .
Tepants' financial and income averages - relation to age . . . .
General relation of age to earnings and wealth . . . . . . . . .
Relation of farm income to tenure . . . . . ¢ ¢« & & ¢ ¢ o o o &
Appendix . . . .« e . . e e e e e e e e e e e e e e
Statistical methods and check data e e e e e s e e e e e e e e e

Questionnaire . . . . . . e . e . e e e e e e e e e e e e e . .

F:
V)
(1)

EEE
O OO0V =3\ v



SUMMARY AND MAIN CONCLUSIONS

Although a majority of farms in Virginia are commercial farms, as
defined by the census, a third or more are part-time and residential
farms.

On the average, commercial farms are more than twice as large and
more intensively operated than are part-time and residential farms. How-
ever, because they receive much larger incomes from off-farm sources, the
operators of part-time and residential farms have total net incomes that
average almost as large as those of commercial farmers.

Although part-time and residential farms are important sources of
income for many families, they account for only a small part of the ag-
ricultural production of the State. For this reason, this report deals
chiefly with commercial farms and farmers.

In any type of farming, both gross and net farm incomes of com-
mercial farmers in Virginia are closely related to the amount of capital
employed in their operations. However, to produce any given amount of
gross or net income, a good deal more capital is required in livestock
and dairy farming than in tobacco or peanut farming, which have more
intensive labor requirements.

In 1949, the average investment per commercial farm in land, build-
ings, livestock, machinery, crop inventories, and supplies was more than
$26,000 for livestock farms, nearly $22,000 for dairy farms, about $9,000
for tobacco farms, nearly $10,000 for peanut farms, and about $14,000 for
other types of farms. For all commercial farms, the average investment

was about $15,000.

Most of the commercial farms in Virginia, however, involved in-
vestments of less-than-average size. More than a fifth of tkhem involved
investments of less than $5,000, and a third involved investments of
only $5,000 to $9,999. Moreover, nearly three-fifths of the commercial
farms contained less than 100 acres and, in 1948, nearly two-thirds pro-
duced gross cash receipts of less than $2,500.

Small-scale farming is found to such an extent in Virginia because
physical conditions are favorable to tobacco and peanut farming, which
are typically small-scale, and also because of financial factors and
business practices as follows:

1. In 1949 nearly a third of the commercial farmers of Virginia
had net worths below $5,000, and more than a fourth had net
worths of only $5,000 to $9,999. With their small net worths,
these farmers were confined to small-scale operations unless
they Pborrowed or leased most of the capital used in their

operations.

2. As a rule, however, farmers with small net worths did not
borrow or lease most of the capital used in their operationms.
Even among farmers whose net worths were below $5,000 in
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1949, only two-fifths were tenants; and among those whose net
worths were $5,000 to $9,999, only 1 in 12 were tenants.
Moreover, more than three-fifths of those whose gross cash
farm receipts were less than $2,500 in 1948 reported that
they were using no borrowed capital in mid-1949. Of the total
capital employed by the small operators in 1949, only about

5 percent was borrowed and about 15 percent was leased. The
remainder of the capital, approximately 80 percent, was sup-
plied by these operators from their own net worths.

In 1948 average net cash farm receipts of commercial farmers in
Virginia ranged from a little more than $600 for those whose gross cash
farm receipts were below $2,500 to nearly $6,000 for those whose gross
cash farm receipts were $10,000 or more. Because of the predominance of
small-scale farms, average net cash farm receipts for all commercial
farmers were only about $1,300.

When off-farm income and the value of home-consumed products are
added to net cash farm receipts, the average total net income of commer-
cial farmers increased to about $2,135.

At all age groups, tenants earned, on the average, nearly as much
from their farming operations as did owner-operators, although their net
worths were only a fourth to a fifth as large as those of owner-operators.

Nearly three-fifths of the operators of commercial farms reported
no debts at mid-1949; and the frequency of debt was less among operators
of small farms than among operators of large farms. Only 6 percent of
the commercial farm operators had debts that amounted to 30 percent or
more of the value of their assets.

Banks are the principal single source of non-real-estate credit
for farmers who operate farm assets valued at $5,000 or more, whereas
merchants and dealers are the principal source for farmers who operate
farm assets of lesser value. However, regardless of the value of the
farm assets they operate, Virginia farmers obtain loans from several
sources. These sources include banks, production credit associations,
merchants and dealers, and private lenders, including other farmers. The
Farmers Home Administration serves chiefly the small farmers.

Banks also appear to be the principal single source of real estate
credit for all groups of Virginia farmers, except those who operate farm
assets valued at less than $5,000. For the latter, nonfarm individuals
are the principal source. Other sources of these smaller farmers, in
order of importance, are miscellaneous lenders (including merchants and
dealers), banks, and other farmers.

As would be expected, large-scale commercial farmers own larger
amounts of liquid financial reserves and other nonfarm assets than do
small-scale farmers. Such assets are also a larger percentage of the
total assets of large-scale than of small-scale farmers. However, non-
farm assets averaged in 1949 only about 15 percent of the total assets
of tne large-scale farmers. Many of the small-scale farmers reported
that they owned no financial reserves or other nonfarm assets.
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Only 23 percent of the farm operators in Virginia who had net
worths below $5,000 were depositors of banks, compared with 50 percent
of those who had net worths of $5,000 to $9,999 and 100 percent of those
who had net worths of $50,000 or more. Operators who were not bank de-
positors had, on the average, only small amounts of liquid reserves.

The large-scale commercial farmers had more life insurance than
did the small-scale operators, and they were more frequently insured.
The percentages of farmers insured increased from about 45 percent of
those who operated farm assets valued at less than $5,000 to more than
80 percent of those who operated farm assets valued at $50,000 or more.
The average amount of life insurance per insured farmer varied from
about $350 for the smallest-scale operators to more than $9,000 for the
largest-scale operators.

The main conclusions suggested by the study are as follows:

(1) The chief weakness in the financial structure of Virginia
agriculture is the large number of commercial farmers who operate on a
scale too small to produce an adequate income. For the most part, the
financial condition of medium~- and large-scale operators is good. Their
incomes are larger, their debts are moderate in relation to the value of
their assets, and many have accumulated substantial financial reserves.

(2) As would be expected, most small-scale farmers have little in
the nature of liquid financial reserves. Probably they are wise to use
virtually all funds they can accumulate to increase their livestock and
mechinery and to improve their farms. But some medium- and large-scele
operators alsc have small financial reserves. Although modern farming
methods have increased the cash costs of farming, apparently these oper-
ators could strengthen their financial positions by accumulating larger
financial reserves to serve as a buffer against possible declines in
farm income.

(3) The problems of small-scale operators arise from many sources,
but the only ones touched upon in this report are low income, small net
worth, little use of credit, and an apparent aversion to operating as
tenants. Low income makes it difficult for these farmers to build up
their net worths. It limits their ability, and probably also their de-
sire, to borrow capital. Their aversion to operating as tenants, com-
bined with their small net worths and limited use of credit, confines
them to farming operations that involve little capital investment and
produce little income.

(4) This circle of relationships, which for many appeers to be a
closed circle, might be broken in verious ways. Adoption of improved
farming systems that give year-round productive employment to the farmer
would help in many cases, but would probably require more capital or more
credit. Use of more borrowed capital, combined when necessary with as-
sistance in planning operations, would enable many to improve their sit-
uations. It would help also if the conditions of tenancy could be changed
to make tenant operation more attractive to farmers with limited capital.
This study indicates that many small-scale operators could increase their
incomes substantially by investing their small capital more largely in
livestock and machinery and operating as tenants of larger farms, instead

of buying small farms.
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FINANCIAL STRUCTURE OF VIRGINIA AGRICULTURE ;/

By Fred L. Garlock and Malcolm E. Wallace, Agricultural Economists, Bureau
of Agricultural Economics; Russell W. Bierman, Agricultural Economist,
Federal Reserve Bank of Richmond; and Harry M. Love, Head, Department
of Agricultural Economics and Rural Sociology, Virginia Polytechnic
Institute

INTRODUCTION

Following World War II, Virginia farms underwent a rapid transfor-
mation. As wartime shortages disappeared, farmers bought new automoblles
and motortrucks, replaced worn-out tractors and equipment, and repaired
run-down buildings. In addition, they built many new homes and service
buildings, made large expenditures for household furnishings and equip-
ment, and greatly increased their inventories of power equipment.

This improvement, or "dressing up," of farms was accompanied by
other changes. Many returned veterans reestablished themselves in farm-
ing; numerous changes in ownership of farms occurred as tenants, veterans,
and others bought farms or enlarged their holdings; new dairy farms were
established as the Jashington, D. C., milkshed spread farther south and
west; and many new rural residences and part-time farms were established

by workers in towns and cities.

For the most part, farmers and others who established themselves
on farms, could do these things because they had accumulated sizable
reserves of cash and savings bonds during the war and because farm and
other income rose rapidly as prices and wages increased following the
war. However, many found it necessary to borrow, and the agricultural
loans of banks and other lenders in Virginia moved rapidly upward. During
the 3 years following January 1, 1946, the farm-mortgage debt in Virginia
increased 35 percent and the non-real-estate debt of farmers to banks and
federally sponsored agencies increased T5 percent.

Because of extensive changes in agriculture during the early post-
war years, a need was felt for a study of the ways in which these changes
had affected the financial condition of farmers. The desirability of
such a study was discussed in the summer of 1948 by representatives of
the Virginia Polytechnic Institute and the Bureau of Agricultural Eco-
nomics, United States Department of Agriculture. Farm prices and incomes

l/ Special acknowledgment is due to W. M. Early, Jr., formerly Chairman
of the Committee on Agriculture, and Marchant D. Wornom, formerly Secre-
tary of the Virginia Bankers Association; Edward A. Wayne, Vice President,
and Stuart P. Fishburne, of the Federal Reserve Bank of Richmond; James R.
Austin of the Virginia Polytechnic Institute; Lawrence A. Jones of the
Bureau of Agricultural Economics; and Richard G. Schmitt, Jr., formerly
of the Bureau of Agricultural Economics, United States Department of Agri-
culture. Mr. Austin had primary responsibility for editing, tabulating,
and analyzing the data until his graduation in June 1350.
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were already declining from their postwar peaks but farm costs were still
moving upward. It appeared that a price readjustment might be starting
which would bring about conditions less favorable for farmers. Of par-
ticular interest were the extent to which farmers still held liquid
financial reserves after their recent large expenditures for farm and
home improvements and the extent to which they were assuming debts that
might prove burdensome. A study of these points could also be broadened
to throw light on the current cost of acquiring and operating farms and
to provide other information in which interest was widespread, such as
the importance of nonfarm income to farmers and the ways in which farm-
ers financed their operations.

Following this discussion, further consideration was given at the
Virginia Polytechnic Institute to the value and costs of such a study.
It appeared that results of the study would be of value to banks, as
well as to others. As the banks of the State were active in their sup-
port of agriculture, it was decided to ask the Virginia Bankers Associa-
tion to cooperate in making a survey of Virginia farmers. Officials of
the association expressed interest in the information that would be pro-
vided by the survey and agreed to help organize and conduct it. The
Federal Reserve Bank of Richmond and the Bureau of Agricultural Economics
were also asked to cooperate.2/ Plans for the survey were developed
during the following months and the survey was formally launched in March
1949, at the annual Bankers Farm Credit Conference at Natural Bridge, Va.

Preliminary results of the survey were presented at the annual
Bankers Farm Credit Conference in March 1950. As work on the data pro-
ceeded, other reports were prepared. These included a thesis for the
Master of Science degree at Virginia Polytechnic Institute by James R.
Austin, entitled "Financial Status of Virginia Farmers" and an article
by Malcolm E. Wallace entitled "Financial Survey of Virginia Agriculture,"
which appeared in the November 1950 issue of the Agricultural Finance

Review.

Results of the survey that pertain to agricultural resources such
as land, farm buildings, livestock, machinery, crops, and miscellaneous
supplies on farms, cover all farms of the State except manager-operated
farms. However, the data presented on the financial condition and in-~
comes of farmers cover only the operators of farms. To be considered an
operator, a person had to operate a place that would meet the census
specifications for a farm; in addition, he had to own at least part of
the land, livestock, or machinery used in the operation and to share in

5/ The Federal Reserve Bank of Richmond cooperated in the survey in
line with its policy of assisting the banks of its district, and the Bu-
reau of Agricultural Economics because of its interest in the survey as
a pilot study which might lead to similar surveys in other States.

3/ An explanation of the organization of the project may be found in
the July 1950 issue of Bamking in an article entitled "How One State
Inventoried Agriculture," by W. M. Early, Jr., who at that time was
Chairmen of the Committee on Agriculture of the Virginia Bankers Asso-

ciation. See also Appendix.
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the management of the farm. These requirements are presumed to have ex-
cluded hired managers of farms, hired laborers on farms, and sharecroppers,
as well as nonoperating owners of farms.

In presenting the results of this survey, chief emphasis is placed
on differences in the capital structures of various types and sizes of
farms and on the financial condition of the farm operators. Information
of this type is not available in census reports or in other sources of
agricultural data. In addition, the report shows how the agricultural
resources of Virginia are divided among various economic classes of farms
and discusses several points concerned with the financing of farms and
the investment practices of farmers.

FARM RESOURCES - TYPES AND OWNERSHIP
At midyear 1949, the farms of Virginia, excluding manager-operated

farms, were valued at slightly more than 2 billion dollars, as shown by
the following tabulation:

Item Value
Million
dollars
Farm resources:
Land and buildings-————==m——mmmee e 1,434
Machinery and equipment-----——-c-eeeemmmmeeeeee 220
Livestock-=—=——cmme e 223
Miscellaneous ————————— 137
Total--- - 2,01k
Claimants:
Creditors: :
Real estate debt- - 90
Non-real-estate debt _— L6
Nonoperating owners:
Equity in property leased to operators-—--—--- 233
Operating owners:
Equity in property leased to other operators- e d
Equity in property operated personally------- 12228
Total - - 2,014

The total valuation includes real estate, machinery, equipment,
livestock, and miscellaneous assets on farms. It does not include the
value of crops under cultivation at the time of the survey.

Real estate was the principal agricultural asset. Farm land and
buildings were valued at more than 1.4 billion dollars, or about Tl per-
cent of the total for all farm properties. Machinery and equipment,



-8 -

worth approximately 220 million dollars, constituted 11 percent of the
total, and livestock, valued at about 223 million, represented 1l per-
cent. Miscellaneous assets made up the remaining 7 percent.

Most of these agricultural assets were owned by the farm operators
themselves. Their equities amounted to more than 1.6 billion dollars
(including ownership of 47 million dollars' worth of farm assets they
leased to fellow farmers) at midyear 1949. Equities of nonoperating
owners (that is, the value of farm properties they leased to operators
minus debts against these properties) came to about 233 million dollars,
or approximately 12 percent of the total valuation. Farm debts of ap-
proximately 136 million dollars made up the remaining claim against the
farm assets; these claims of creditors amounted to 7 percent of the total
valuation of farm property.

Agricultural Production of Virginia Farm Operators

From the production achieved with the farm assets they employed,
Virginia farm operators reported that they sold more than 372 million
dollars' worth of agricultural products during 1948. In addition, oper-
ators estimated that they had consumed at home 68 million dollars' worth
of farm products. Thus, the gross agricultural production reported by
Virginia farm operators amounted to more than L4O million dollars, as
shown in the following tabuletion:

Item Amount
Million dollars

Gross cash farm receipts ;/ ——————————————— 372
Value of home-consumed products------——---- 68
Total gross farm income---------=====--- EE§
Cash farm expenses-—-———=—————=———====—=—= 229
Total net farm income--------—---—=-- 211
Nonfarm cash income-----—-—--————=—= 122
Total net income---=-=—==—-—---—-- 333

;/7Data do not include agricultural conservation program payments.

The amount of the gross farm income may be an understatement, as
independent estimates made by the Bureau of Agricultural Economics indi-
cate that 1948 sales of products from Virginia farms (reduced 4 percent
to eliminate sales from manager-operated farms) brought 422 million dol-
lars. Jith home consumption added, this would give a total agricultural
preduction worth nearly half a billion dollars for the farms covered by

the survey.E

as in other enumerative surveys. apperently there was consider-
he respondents. For this resson tke income dete
should be regsrded witbh cemtion. These date mey be thought of as genersl indicators,
rather than precise measures, of what the operators actually eerned. However, part
of the difference between the ssles reported by respondents in this survey, and the
seles estimated independently by the Bureau of Agricultural Economics, may be atirib-
u*ed to tenants who reported only their share of the proceeds from the crops they

proluced.

4/ In this survey,
able underreporting of income by %
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Cash Farm Expenses and Net Agricultural Income

From the gross farm income it is necessary to subtract approxi-
mately 229 million dollars of farm expenses reported by the operators.
This would leave a net farm income of 211 million dollars - 143 million
in cash and 68 million in farm produce.

A net farm income of 211 million dollars represents a little more
than 10 percent of the value of the farm assets that produced it, but
such a comparison would be misleading if presented as earnings on the
farm assets alone. Farm income is both a return on the capital employed
and a payment for the farmer's labor, and usually the labor of some fam-
ily members.

Other Income of Virginia Farm Operators

In addition to their agricultural income, Virginia farmers also
received substantial income from off-farm sources. For 1948 they re-
ported approximately 122 million dollars of off-farm earnings. Combined
with the farm incomes they reported, this indicates a total net income
of about 333 million dollars.

Financial Condition of Virginia Farm Operators

Recipients of this income were, as a group, in relatively good
financiel condition at midyear 1949. Total assets of Virginia farm oper-
ators amounted to about 2.1 billion dollars. With a total indebtedness
of only 136 million dollars, their combined net worth was almost 2 bil-
lion dollars.

Farm properties made up the bulk of the operators' assets, as
shown in the following tabulation:

Itea Velue
Million dollers
Assets: y
Farm-opersted:
Lend and buildingg-------=--—ccccommececmnmmaoa 1,176
Machinery and equipmente-—----=-e---ocromccmmcnax 209
Livestock-————mcccmrccmcmcc e e 212
Miscelleneous farm assetg------cececmcmeccraneon 131
Total farm-cperested assets--------—--oc-coco-ue 1,72
Other assets: _
Ferm property leased to others--------=-----c-o-e 47
Liquid finencisl asgsets-------------ceecmacameo—o 209
Other nonfarm assets—-------—--c---cmcoomrcmmanan 10
Total other assetg-------vcmemmcmrcaccccaaaono. 361
Totel assets----- TP . 2,089
Liebilities: 1/ -
Farm reel estate debt==--—ccccc—accccacccccmnmaann 8
Other ferm debte----ememceccccccccaccararcrrcceen e 42
Nonfsrm resl estate debt------cc-ccoccmcmcncanooo
Total debt--c—cecccmcercccccccmcmcci e e am 1 2
Net worthe--cmeeroc oo e e ee - fgg'
TPotal lisbilities--=--c-cmmccmccrmcccmceeo 2,089

ﬁ Includes only the assets and 1leblllties of Iarm operstors, whereas the tebula-
tion on page 7 covers ell ferm assets and all claims thereto.

245337 O—53—2
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The owned part of the farm-operated assets was valued at about
1.7 billion dollars. Operators also owned 47 million dollars' worth of
other farm properties which they leased to fellow farmers. In addition,
they reported owning liquid financial assets of about 209 million dol-
lars, and other nonfarm assets, such as town real estate, nonfarming
enterprises, and the like, of about 105 million dollars.

Against these assets only a relatively small amount of debt was
outstanding. Farm real estate mortgages amounted to approximately
85 million dollars, "short-term" farm debts totaled 46 million dollars,
and nonfarm mortgages about 5 million dollars. Thus the aggregate debt
of Virginia farm operators amounted to approximately 136 million dol-
lars, or less than one-fifteenth of the value of their assets.

Definitions of Economic Classes of Farms

This brief, over-all picture of the agricultural industry of
Virginia and of the earnings and financial condition of Virginia farm
operators is useful for many purposes, but it gives no clue to the wide
diversity of conditions found among different classes of farms and
among individusl farms and operators. The remainder of this report
deals chiefly with these differences.

The basic economic classification of farms used hereafter is as
follows: (1) Commercial farms, (2) part-time farms, and (3) residential
units. Commevrcial farms are mainly those from which gross farm sales of
at least $1,200 were reported. However, they include farms from which
sales of only $250 to $1,199 were reported when the operator's principal
income was derived from his farming operations. Part-time farms are
those from which gross farm sales of between $250 and $1,200 were re-
ported but whose operators did not receive their principal income from
farming operations. Residential units are those from which gross farm
sales of less than $250 were reported.

It seemed advisable, also, to subdivide commercial farms into_ two
groups: (1) Commercial A farms operated by those whose income was almost
exclusively from the farm Sthat is, operators reporting off-farm earnings
of less than $250), and (2) commercial B farms operated by those reporting
earnings of $250 or more from off-farm sources. As shown later, commer-
cial B farms on the average are considerably larger and more vaiuable, and
are operated by persons of greater means, than are comumercial A farms.

Dominance of Commercial Farming in Virginiaz/

Commercial A farms are by far the more important class of farms in
Virginia. They included 52 percent of all farms, 65 percent of the acre-
age, and 58 percent of the value of farm assets represented in the

/ The results of the survey apparently overstete to soue gxtent the importfnce.of
comuercisl ferus in Virginie. Approximately &7 percent of the ferms reprcsenu?d in
the survey were classified as coumerciel farms. whereas the 1990 Census 5f Agriculture

cleesified only 52 percent es coumerciel. o o . N
Some of the discrepsncy srises frow the f=ct tact tue survey Geterwined the eco-
nomic classification of farms on the basis of 1543 fary seles, wherees tae 1950 cemsus
cetermiced it on tie basis of 1949 fgra sales. Ahs 1540 sales were greap§r then Ehose
in 1349 (by ebout 20 million dollers), a consicerable nugbe; oi farus wnich @o§lu heave
ourlified ns smell-scele commercisl fzrms on the basis of the 1543 seles used in the

survey, fsiled to do so on the tasis of the 1549 seles used by the census.
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survey (table 1). But the most striking preeminence of commercial A farms
was in agricultural production. These farms accounted for 71 percent of
gross agricultural production by all farms represented in the survey. If
home-consumed production is excluded, and only sales in the market are
considered, the share from commercial A farms was Tk percent.

Most of the remainder of Virginia's agricultural production came
from the other group of commercial farms, the commercial B farms. These
farms, 15 percent of the total number represented in the survey, accounted
for 22 percent of the gross agricultural production and of sales in the
market. These commercial B farms contained 20 percent of the acreage and
24 percent of the value of farm assets represented in the survey.

Table l.- Percentage distribution of farms operated, farm assets,
cash receipts, and farm production, by classes of farms,

Virginia 1/

| |
Class | Mid-1949 | 1948
of | | Value | A | Gross | Farm
farm I Fargsd | of farm | crea%edl cash | produc-
|OPETated | gggets | OPETALEC receipts| tion
| Percent | Percent | Percent | Percent | Percent
| | | | |
Commercial A-—--eee—e—- | 52 | 58 | 65 | T | T1
Commercial B-=—=————m- | 15 | 24 | 20 | 2 | 22
All commercial----—- : 67 : 82 : 85 : 96 : 93
| | | | |
Part-time-——————m—eeee- | 12 | 9 | T | 3 1 L
Residentigal———ee—me—e—- | 21 | 9 | 8 | 1 | 3
All farms-——=——=c—e-- : 100 : 100 : 100 : 100 : 100

1/ Excluding manager-operated farms.

Relative Position of Part-Time Farms and Residential Units

As the two groups of commercial farms together produced 93 percent
of the total agricultural output and made 96 percent of the farm sales,
it is clear that the part-time farms and residential units were of minor
significance from the standpoint of Virginia's total agricultural produc-
tion. However, they included about a third of the total number of farums,
about 18 percent, by value, of the farm resources, and 15 percent of the
acreage of all farms represented in the survey.

Although the aggregate agricultural production of the noncommercial
farms was relatively unimportant in comparison with the total output of
the commercial farms, farm products raised on the part-time and residen-
tial units were of considerable significance to many operators. Home-
consumed products produced on these noncommercial farms in 1948 were
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reported as worth about 17 million dollars, and from their gross farm
sales of about 12 million dollars the operators reported net cash re-
ceipts of a little more than 3 million dollars. Although most of the
noncommercial operators conducted their farming activities as a side
line to their off-farm interests, or lived on their farms in retirement,
nevertheless their reported net income from farming totaled 20 million
dollars. Considering both home-consumed products ard sales in the mar-
ket, the reported net income from farming operations averaged approx-
imately $611 for part-time farms and $279 for residential units.

Consolidated Balance Sheet and Income Statement, by Operator Classes

The financial condition and income of the various operator groups
are shown in aggregate amounts in tables 2 and 3. These aggregate fig-
ures reemphasize the predominant position of the two commercial farmer
groups in the agricultural industry of Virginia.

CHARACTERISTICS OF VARIOUS CLASSES OF FARMS AND OPERATORS

Farms of the various economic classes varied widely in average
size, value of production, and value of farm assets operated (table k4).
Commercial B farms led in all three respects, but commercial A farms
followed closely in acreage and value of production. Part-time and res-
idential farms were a great deal smaller than commercial farms. They
had assets of much lower value than those employed in commercial farming,
and the value of their production was only a fourth and a tenth, re-
spectively, of that of the commercial farms.

Intensity of Operation

Commercial farms were operated more intensively than part-time
and residential farms (table 5). The average value of production per
acre for commercial farms was about $30. Part-time farms averaged only
$17 an acre, and residential farms only $10 an acre. As shown in table L,
most of the production of residential farms was for home consumption

rather than for sale.

Still greater differences among the economic classes of farms were
reflected by the value of production per $100 of farm assets operated.
These differences were due partly to the differences in value of produc-
tion per acre but they also resulted partly from other causes. For com-
mercial farms, it is probable that the average value of the buildings,
particularly residences, was considerably higher in relation to the acre-
age and value of the land on commercial B than on commercial A farms.

The value of buildings was also relatively high on part-time and resi-
dential farms - the residence alone often represented a large part of the
total investment. Moreover, it is probable that the part-time and resi-
dential farms were located closer to towns and cities than were commercial
farms (no data were collected on this point) and that the per-acre land
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values of these farms were higher than those of commercial farms. In
any event, part-time and residential farms produced far less income, in
relation to value of the farm assets operated, than did commercial farms,
and commercial B farms produced relatively less income than commercial A

farms.

Table 2.- Assets and liabilities of farm operators,
by class of operator, Virginia, mid-1949 1/

: Operators
| | | |
Iten | Commercial | bt | Resi- | ALl
| | | time |dentiall
L A B | |
IMillioniMillionIMillionIMillioniMillion
|dollarsidollarsidollars|dollarsidollars
| | | | |
Assets: | | | | |
Farm-operated: | 1 | | |
Land and buildings—-——-——--- | 6521 2901 1081 126 1| 1,176
Machinery and equipment—----1 117 | 60 | 16 | 161 209
Livestock | 135 | 5L | 12 | 11 | 212
Miscellaneous farm assets——-| 70 | 33 | 14 | 14 | 131
Total farm-operated------- : 97k : 437 : 150 : 167 : 1,728
| | | | |
Other assets: | | | | |
Farm property leased to | | | 1 |
others-————————=—————————-- | 17 | 18 | T 1 51 L7
Liquid financial assets-----| 89 1 83 1 21 | 161 209
Other nonfarm assets-------- I 22 | L7 ! 16 | 20 | 105
Total other assets—————=—-— : 128 : 148 : 4h : 41 : 361
Total 8S6eLS———mmmmmm——mmm : 1,102 : 585 : 194 : 208 : 2,089
Ligbilities: | | | | |
Farm real estate debt-————e———-| 41 | 28 | 8 1 8 i 85
Other farm debt | 27 | 15 | 21 21 46
Nonfarm real estate debt--——-—- | 11 2 1 1l 1 11 -5
| | | | |
Total debt | 69 | 45 1, 11, 136
| | | |
Net worth of operators-—————--- : 1,033 | 5k0 | 183 i 97 1,953
| | | | |
Total liabilities--——==e—- | 1,102 1 585 | 194 | 208 | 2,089
| | | |

1/ Excluding managers.
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Table 3.- Income of farm operators, by class of operator,
Virginia, 1948 ;/

|
| Operators
| . | | |
Item | Commercial | Part- | Resi- | ALl
| | | time l|dentiall
LA B | |
IMillioniIMillioniMillioniMillion|Million
ldollars |dollarsldollarsidollarsidollars
| | | | |
Gross cash farm receipts-———=--- | 277 + 83 1 1.0 | 2 1 372
Value of home-consumed | | | | |
products ———————— I 39 | 12 | 7 + 10 | 68
Total gross farm income----- : 316 : 95 : 17 : 12 : Lko
| | | | |
Cash farm expenses————————m————— I 170 | 50 | 6 | 3 1 229
Total net farm income———-——- : 146 : 45 : 11 : 9 : 211
Nonfarm cash income : 2 : 39 : 36 : 45 : 122
| | | | |
Total net income-——————————- | 148 { 8% | 47 1 54 | 333
| | | |

1/ Excluding managers.

Table 4.- Average acreage, value of agricultural production and
farm assets operated, per farm, by class of farm,

Virginia ;/

Average value of agricultural

| 1 |
| | |
| | production | Average
Clas I 1 | value of
o | Average | i | farm
farm | acreage | Products | | assets
1 | Products | .opsumed | Total | operated
| 1 50 | ip home | |
| | | | |
| Acres | Dollars | Dollars | Dollars | Dollars
[ 1 | | |
Commercial A-l| 22 |1 3,324 | ey 4 3,78 |+ 13,910
Commercial B-I| 128 | 3,385 | 486 I 3,871 | 19,948
Part-time----1| 53 | 556 | 377 | 933 | 9,720
Residential--| 37 1 69 | 313 : 382 : 5,522
| |

|
l/ Value of agricultural output, 1948; acreage and value of farm assets

operated, mid-1949.
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Table 5.- Average value of agricultural production per acre and per $100
of farm assets operated, by class of farm, Virginia }/

Value of agricultural production per -

Class of farm
$100 of farm assets

1
A 1
cre | operated
|
Dollars | Dollars
|
Commercial A--———e——ee——- | 31 | 27
Commercial B-————=————— | 30 | 19
Part-time | 17 | 10
Residential-——ee——ecee— | 10 | T

| |
1/ Value of agricultural production, 1943; acreage and value of farm
assets operated, mid-19L49.

Incomes of Operators

Although production on noncommercial farms was low, the operators
of these farms did not have proportionately low total net incomes (table 6
and fig. 1). On the contrary, results of the survey indicate that they
earned, on the average, almost as much as the commercial farmers. The
total net income of residential farmers averaged $1, 632 and that of part-
time farmers $2,545, making the average for all noncommercial farmers,
$1,959. This compares with $2,141 for all commercial farmers. However,
commercial B farmers had the largest net incomes. They were followed in
order by part-time, commercial A, and residential farmers.

Teble 6.- Average net income of farm operators, by class of operator
and source, Virginias, 1948

| Ivalue ofl [
| Net | prod- Nonfarm income |
Class | cash | ucts | Total
of | farm | con- | work | | I | net
Work
operator Il re- | sumed | for ! £ | Other | | income
I ceipts! in | other hor | sources| Total |
| | home |farmers|Others | I I
Ipo1llars IDollars IDollars !Dollars IDollars IDollars IDollars
| | | | | | |
Commercial A----1 1,282 |  L6L4 | € | 71 T 20 | 1,766
Commercial B----1 1,336 | 486 1 1211 966 I 504 1 1,591 | 3,413
Part-time——————- I 23k 1 3771 36 1 1,656 | 242 | 1,934 1| 2,545
Residential---—- | =34 | 313 | 32 | 1,112 | 209 | 1,353 | 1,632
[ | | | |
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AVERAGE NET INCOME OF
FARM OPERATORS

By Class of Operator and by Source, Virginia, 1948

$ PER YR. COMM'L B —1-Nonfarm income

i _:,3'“3., ~Value of products]
3000 consumed in home

! 2,545 \Net cash hrm
5 co LA T income 7
MM’ R PART-

2,000 |— 1,766 — EEEl—— TIME RESI?(,EzNTIAL _

! i R TY: i e N
1,000 —

1,282 1,336
0 - |
$34 NET LOSS

uU. s. DE‘PARTMENT OF AGRICULTURE NEG. 48891-XX BUREAU OF AGRICULTURAL ECONOMICS

Figure 1.- Of the four classes of farmers, commercial B farmers had the
largest net incomes. They were followed, in order, by part-time
farmers, commercial A farmers, and residential farmers. The rela-
tively large net incomes of commercial B farmers resulted from the
fact that they had more farm income than any other class and they
also had substantial off-farm income. Commercial A farmers had
almost as much agricultural income as did commercial B farmers but
they had virtually no other income. Part-time and residential farm-
ers received most of their incomes from Jjobs in towns and cities.

The income sources of the various operator classes reflect the
way in which these classes were defined. The earnings of commercial A
operators had to be almost exclusively agricultural, as by definition
no operator was included in this class if he earned as much as $250 from
off-farm sources. Similarly, incomes of residential operators had to be
primarily nonagricultural, as no operator was included in this class if
he sold as much as $250 worth of farm products. Part-time operators
also by definition had to receive most of their income from off-farm

sources.

The relatively large incomes of commercial B farmers resulted
from the fact that they had more agricultural income than any other
class and they also had substantial off-farm income. Earnings from
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"other sources," which were mainly businesses, professions, and invest-
ments, were larger for commercial B farmers than for any other class.
Commercial A farmers had almost as much agricultural income as did com-
mercial B operators but they had virtually no other income. Part-time
and residential farmers received most of their income from jobs in towns
and cities. Among such operators were bus drivers, clerks, policemen,
teachers, millworkers, salesmen, fishermen, and others. Most of the
off-farm income of residentisl farmers not obtained from Jjobs with com-
mercial or governmental agencies was received from pensions, relief
funds, and gifts, although considerable amounts were received as divi-
dends, rents, and interest.

Average Financial Condition of Different Classes of Operators

Because of differences in the value of the farms they operated -
and in the relative importance of farming to their total economic activ-
ities - the financial characteristics of the operators of different
classes of farms differed considerably (table 7).

Table T7.- Average assets and liabilities of farm operators,
by class of operator, Virginia, mid-1949

: Assets : :
I Farm I Nonfarm l I l
Class | | | | Total | Net
of | Owned | Owned | | | | debt | th
operator { and | but | Liquidl | Total | G€°¢S | Wor
loperated| leased| finan-| Other | | |
| in | to | cial | | | I
| personl| othersl | | | |
IDollars|Dollars|DollarsiDollarsiDollarsiDollarsiDollars
| | | | | | |
Commercial A----| 11,7021 204 | 1,067 | 263 | 13,2361 832 | 12,40k
Commercial B----1 17,8171 739 1 3,377 | 1,905 | 23,8381 1,787 | 22,051
Part-time—————— | 8,0721 396 | 1,134 | 863 | 10,4651 595 i 9,870
Residential----- | L,9601 162 | 482 1| 604 | 6,208] 310 | 5,898
| | [ |

On the average, operators of commercial B farms were the wealthiest
among Virginia farmers. They listed total assets averaging about $23,800,
compared with approximately $13,200 for commercial A farmers and still
smaller averages for operators of part-time farms and residential units.
Commercial B farmers had by far the greatest average amounts of liquid

§/ Income from pensions, relief funds, and gifts was probably greater
than the survey data show. From some of the schedules it was apparent
that the operators had received pensions or support from children, al-

though none was reported.

245337 O—53——3
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financial reserves and cther nonfarm assets. They also had the largest
average amounts of farm assets. In fact, commercial B farmers had the
highest averages for every item listed in table 7, including debt. Not-
withstanding their larger debts, their average net worth was almost
$10,000 greater than the average of commercial A farmers, who had the
second highest net worth.

In terms of averages, commercial B farmers had the highest ratio
of debts to assets. Debts were relatively small for all groups, however,
and the indebtedness of commercial B farmers amounted to only about
T 1/2 percent of the value of their assets.

Although averages are useful in comparing classes of operators,
they could be misleading if taken as typical of the various classes.
For example, more than 60 percent of the commercial A, commercial B,
and residential farmers, and almost 60 percent of the part-time farmers,
had net worths below the average for their class (table 8). A third of
the commercial A operators had net worths below $5,000. This was also
true of a sixth of the commercial B operators, a fourth of the part-time
operators, and more than half of the residential operators. Likewise,
all classes included many operators whose net worth was greatly in excess
of the average for the class.

Both wealthy and poor farmers were included in each class. The
commercial B class, however, included relatively more operators with high
net worths and fewer operators with low net worths than any other class,
vhereas the opposite was true of the residential class.

Banking Relationships of Operators

Farm operators with net worths below $5,000 made little use of the
banks, either as depositories or sources of loan funds. With increases
in their net worth, the percentage of the operators who used banking

Table 8.- Percentage distribution of each class of farm operators
by net worth, by class of operator, Virginia, mid-1949

: Operators
Net worth of l | | |
operator | Commercial | Part- | Resi- | ALl
| | | time | dential |
A B ! |
| Percent | Percent | Percent | Percent | Percent
| | | | 1
Under $5,000-—=——=—==| 35 | 16 | 29 | 56 | 36
$5,000- 9,999-—=-===—- | 27 | 32 | 30 | 32 | 29
10,000-24,999 -~=====-- l 28 | 32 | 35 | 10 | 26
25,000-49,999 ===~ I 8 | | 6 | 11 6
50,000 or more-=--—-—--—- | 2 i 9 | 0 | 1 : 3
l : 100 : 100 : 100 I 100
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services increased sharply. All operators covered by the survey who had
net worths of more than $50,000 had deposit accounts and about a fourth
of them were borrowers from banks (table 9). The greatest percentage of
borrowers occurred among operators with net worths of $25,000-$49,999.

Table 9.- Percentage of farm operators who were depositors or borrowers
of banks, by net worth of operator, Virginia, mid-1949

(

All | All
depos-| bor-
itors | rowers

v

| Both [Neitherl|
| depos-| depos-|
|

itor | itor |
| Total

Depos-: Bor-

Net worth
itor rower

|

|

|
of operator | and | nor

|

|

l

|

i

(

only | only | por. | bor- | |
| | rower | rower | |
|Percent|Percent |Percent | Percent | Percent|
|

|

|

|

|

|

|

|

|

|

|

|

|
|Percent |Percent
| |
|
|
|
|
(
|

Under $5,000---1 20 | 10 | 3 | 67 | 100 23 1 13

$5,000- 9,999--1 42 | 11 | 8 I 39 1| 100 50 1 19

10,000-24,999--1 64 | 6 | 17 | 13 | 100 8L | 23

25,000-49,999--1 60 | 31 29 | 8 | 100 89 1 32

50,000 or more-l 76 | o | 24 0 | 100 100 | 24
I I I

| | |
;7’All depositors include operators who were depositors only and those

who were both depositors and borrowers.
g/ All borrowers include operators who were borrowers only and those

who were both depositors and borrowers.

Commercial B and part-time farmers made greater use of banking serv-
jces than did commercial A and residentisl farmers (table 10). About
two-thirds of the first two classes were depositors of banks, compared
with a little more than half of the commercial A operators and only a
third of the residential operators. Still greater differences existed
among the various classes of operators with respect to borrowing from the
banks. The percentage of commercial B operators who borrowed from banks
was four times as large as that of residential farmers. This was partly
because the former were more fully engaged in farming and business activ-
ities that required use of credit.

Table 10.- Percentage of farm operators who were depositors or borrowers
of banks, by class of operator, Virginia, mid-1949

Class of operator : Depositors : Borrowers
| Percent | Percent
| |

Commercial A | 53 | 17
Commercial B | 65 | 36
Part-time ! 66 | 23
Residential | 33 | 9

All operators : 52 : 19
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The infrequent use of banks as depositories by farmers with small
net worths was probably due to the fact that such farmers had only small
amounts of liquid funds. The average total financial reserves reported
were only $252 for operators who were borrowers only and $121 for oper-
ators who were neither depositors nor borrowers (table 11). These aver-
ages compare with $2,309 for operators who were depositors only and
$1,045 for operators who vere both depositors and borrowers. Probably
most of the operators who did not have deposit accounts could have be-
come depositors had they desired, but apparently they felt that it was
not worth while to do so.

Table 1l.- Average assets, debts, and net worth of farm operators,
by banking relationship, Virginia, mid-1949

Assets : :
Banking relationship | | | Total | Net
of operator Nonfarm | | debt | worth
| Total | 0
lreserves | Other | | |

Dollars|Dollars|Dollars|Dollars|Dollars|Dollars
| | | | |

|

|

|

I Farm

| |Liquid |
|

|

|

|

Roth depositor and |

|
2k, 7291 4,228

| | |
borrower | 22,5701 1,045 | 1,11k | | 20,501
Depositor onmly—--—====-— | 13,5091 2,309 | 763 | 16,5811 431 | 16,150
Borrower only-—————-———- | 8,3781 252 1 U161 9,0461 1,702 | 7,34k

Neither depositor nor | | | | | |
| 95 | '5,2831 226 | 5,057

| | i I

DOrrower-——==———=———-- | 5,0671 121
| |

Not nearly as many farmers were borrowers as depositors of banks.
Among those with net worths below $5,000, only 13 percent were borrowers
and the percentage rose to only 32 for the net-worth group containing the
largest percentage of bank borrowers. Data presented later show that
nearly 60 percent of the commercial farmers of Virginia were not using
credit from any source at mid-1949, and that fewer of the small than of
the large operators were using credit. The data also show that, among
operators who used credit, the small operators were financed mainly by
merchants, dealers, and jndividuals whereas the large operators were
financed mainly by banks (fig. 4 and tables 23 through 25). Banks appar-
ently made their loan services available to both small and large operators
but the large operators either applied in greater number for bank loans,
or were better able to qualify for them.

The following sections of this report deal exclusively with com-
mercial operstors and their farms, as the purpose is to comsider problems
and practices of persons who are chiefly engaged in agriculture. Part-
time and residential farmers are not ijncluded because they derive most of
their income from nonfarm sources and use their farms chiefly for resi-

dential purposes.
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COMMERCIAL FARMS - CAPITAL AND INCOME

In this study, "commercial farms" include all farms from which
there were gross sales of $1,200 or more in 1948, and also farms from
which there were sales of only $250-$1,199, provided the operator re-
ceived most of his net cash income from farming. At mid-1949, 59 per-
cent of the commercial farms in Virginis contained less than 100 acres
and 55 percent were valued at less than $10,000, counting livestock,
machinery, and miscellaneous farm assets as well as land and buildings.
In 1948, 64 percent had gross sales amounting to less than $2,500
(table 12).

Table 12.- Percentage distribution of commercial farms by acreage
operated, value of farm assets, and cash receipts,
by type of farm, Virginia

Item | Tive I I I
| stock | Deiry Tobacco, Peanut; Other | Al

|Percent | Percent |Percent |Percent |Percent |Percent
| | | | | |

16

Type of farm

Acres operated:l/

| | I I I |
Under 30 | 2 | 6 | 30 | 1 32 | 22
30-99 P35 1 45 1 3% 1 b7 o1 37T 1 37
100-219 I 3% |1 3 | 26 1 29 | 20 | 27
220 Or MOre-=————————- I 29 | 14 | 10 | 8 | 11 | 14
Total : 100 : 100 : 100 : 100 : 100 : 100
| I I I I I
Farm assets operated:l/ | | | | | 1
Under $5,000-——==—aao- | 9 1 5 I 33 1 30 | 21 | 22
$5,000- 9,999---—----- I 20 1 37 & 3% 1 4 I 35 1 33
10,000-24 ,999==mmmmmmm I 37 1 30 1 28 1 25 1 3% 1 3
25,000-49,999-===----- P2k 1 19 | Lo Lo 8 1 10
50,000 Or mOre———————- I 10 | 9 | o | 1 | 2 | b
Total : 100 : 100 : 100 : 100 : 100 : 100
| ] 1 ] I |
Gross cash farm | | | | | i
receipts:2 | | | | | |
$250- 1,199-==—mmmme—m I 37 & 37T | 31 | 9 I k2 | 34
1,200-2,499 - —cmmem e I 20 1 28 1 38 1 3 I 25 1 30
2,500-4,999-———mm e 28 1 1% 1 24 1 37 1 1 1 22
5,000-9,999~=—wmmmmmmm I 12 1 9 1 6 I 15 t+ 13 | 10
10,000-24,999-~=——==-= | 6 1 10 | 11 2 1 5 | I
25,000 or more-——--——-- | 1 | 2 | 0 1 o 1| 1 1 1
Total : 100 : 100 : 100 : 100 : 100 : 100
1/ Mid-1949.

2/ 1948.
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Size of Farm Business, by Type of Farming

The size of a farming operation or business can be measured in
several ways. The acreage of a farm is a common measure of its size,
but acreage in itself tells nothing of the differences among farms with
respect to productivity of the land, value of farm improvements, kinds
and quality of stock and equipment, or intensity of operation. Better
measures of the size of a farm business are the value of the farm assets
operated - land, buildings, livestock, equipment, and other physical
assets - and the gross revenues produced, or the gross cash farm receipts.

With respect to acreage, livestock farms were in general larger
than any of the other types. Sixty-three percent of the livestock farms
contained 100 or more acres each. This compares with 49 percent for
dairy farms and less than 4O percent for tobacco, peanut, and other
types. Only 2 percent of the livestock farms and 6 percent of the dairy
farms were less than 30 acres in extent, compared with the much higher
percentage of small units among tobacco, peanut, and other types of farms.

Similar differences among farm types are found when the size of
farm business is measured by the value of the farm assets operated. This
is partly a reflection of the fact that land itself constitutes a large
part of the value of farm assets operated. Livestock farms generally
involved considerably higher asset values than did other types; dairy
farms were next in order. Farm assets operated in livestock and dairy
farming were seldom valued at less than $5,000 whereas, among tobacco,
peanut, and other types of farms, taken as a group, the percentages with
farm assets so valued ranged from 21 to 33.

With respect to gross cash farm receipts, which are perhaps the
best measure of the size of a farm business because they reflect inten-
sity of operation as well as other factors, the various types of farming
stood in quite a different relationship from that suggested by the acre-
ages and farm values involved. Notwithstanding their large acreages and
the relatively high value of the assets operated, both livestock and dairy
farms contained a large number of units from which gross cash receipts
were comparatively low. In peanut farming, by contrast, relatively few
units had very low gross cash receipts despite the large number of units
with small acrcages and small asset values.

Capital Requirements, by Type of Farm

Asset values, or capital investment, used to produce a given amount
of gross cash farm receipts were in general much greater for livestock and
dairy farms than for peanut or tobacco farms, or for other types taken as

a group (tables 13 and 1k).

At all gross-receipts levels, livestock farms had the largest in-
vestment in real estate. They also had the largest livestock holdings.
Only with respect to machinery and equipment did livestock farms fail to
have the largest investments, and even here they were near the top.
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Table 13.- Average value of farm assets per dollar of receipts, used to
produce specified amounts of gross cash farm receipts, by
type of commercial farm, Virginia l/

|
Gross cash farm |

receipts | Live- | . | 1 I |
| stock | Deiry |Tobacco, Peanut  Other , All

IDollars|Dollars|Dollars|Dollars|Dollars|Dollars
| | | | | |

Type of farm

$250-$2, 499 - mm e e | 13.75 1 9.48 1 5901 3.86 1| T7.73 1 7.82
2,500-9,999 -— i T7.25 1 5.41 1 3.8 1 3.12 1 L7 | L.46
10,000 Or more-——=———=-- I 5.28 1 3.09 | 2.6k 1 2,051 1.33 1 2.63

All amounts—————————— : 7.60 : 4.88 : .21 : 3.05 : 2.99 : 4.58

1/ Value of farm assets operated, mid-1G49; gross cash farm receipts,
1948. The property values per dollar of gross cash receipts are be-
lieved to be somewhat high because gross cash farm receipts probably
have not been reported in full.

Dairy farms ranked next to livestock farms in total asset value,
in value of real estate, and in value of livestock. Among the small and
middle-sized units, they had the largest investments in machinery and
equipment of any farm type.

Among the other types, peanut farms in general used the smallest
amount of capital.

Figure 2 indicates the amounts of capital used to produce stated
amounts of net cash farm receipts. Although net cash farm receipts prob-
ably were underreported by the respondents in the survey, it is believed
that the data reflect fairly accurately the relative amounts of capital
used in various types of farming to produce the stated incomes. These
data support the conclusion reached - that, for any given amount of in-
come, livestock farms used the greatest amount of capital, and peanut
farms the smallest. The other types ranged, for net cash farm receipts,
in the same order as for gross cash farm receipts.

The relationships between capital and income shown by these data
are not typical of either the most efficient or the least efficient oper-
ators. They are merely averages for the commercial farmers covered by
the survey, some of whom were much more efficient than others.

The major reason for these variations in the use of capital is
that types of farms differ widely in the possibilities they offer for
combining capital and labor. Peanut and tobacco farms require so much
labor at the periods of greatest seascnal activity that growers cannot
handle large acreages without having extra labor. These farms do not
require expensive buildings and the possibilities of substituting machine
work for labor are limited. In contrast, to utilize the labor of a farm
family, livestock and dairy farms require a relatively heavy investment
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in livestock and buildings, and sizable acreages to grow the necessary
feeds. In cultivating and harvesting the feed crops, machinery can be
substituted to a large extent for labor. Thus farms of these types, with
their less intensive labor requirements, offer greater possibilities for
the use of capital.

Table 1lk.- Average value of principal types of farm assets used to
produce specified amounts of gross cash farm receipts, by
type of commercial farm, Virginia 1/

IAND AND BUILDINGS

Type of farm
| | | | 1

Gross cash farm

receipts Live= | Dairy ITobaccol Peanut| Other | All
| stock | | | |
|Dollars |Dollars|Dollars|Dollars|Dollars|Dollars
| | | | | |
$250-$2,499 | 11,367 7,8931 5,8291 L,3211 6,3291 7,082
2,500-9,999-=====-m—m-—- | 20,840 | 18,8201 10,44k} 10,3571 14,2121 13,888

I
I

10,000 or more-———-—:=——- | 61,350 | 39,559 33,6251 16,0001 36,5331 43,928
I I
]

All emounts-—---————- : 18,466 1&,229: 6,703: 7,26&{ 10,120, 10,725
LIVESTOCK
I | | | I I
$250-$2, 499 { 1,593 | 1,570l 594 | LhTi 6161 885
2,500-9,999 | 5,151 | 13,9661 1,038l 8851 1,665 2,172
10,000 Or more-————-—---- I 17,550 | 13,4771 2,2251 2,5001 4,7291 11,025

All amounts———————--- | 4,179 : 3,572: 718: 679: 1,2&8: 1,849

MACHINERY AND EQUIPMENT
i | | 2 | |

$250-$2,499 ] gk7 | 11,1211 642| 7341 1,070l 869
2,500"9,999 ------------- | 3,309 l h‘,zl)"" 1,692| 1,89:“ 3,0)“'3' 2’520
10,000 Or more---------- | 8,580 | 8,200l T,4501 3,7501 9,2191 8,4u8

All amounts----—----- : 2,24k : 2,780: 98h: 1,&33: 1,978: 1,728

ALL FARM ASSETS 2/

I I I I ] I
11,2151 T,5851 5,924 8,6191 9,kl1

$250-$2,499 I 14,750 |

2,500-9,999--——========= | 30,963 | 28,31ki 14,2991 13,8851 20,1951 19,805

10,000 or more---------- | 92,400 | 64,6321 45,750i 24,5501 54,4621 67,329
All amounts————-————- : 26,476 : 21,73h: 9,130: 9,980: 14,280: 15,286

lé Value of farm assets operated, mid-1949; gross cash farm receipts,
1943.

2/ Includes miscellaneous farm assets.
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CAPITAL USED TO PRODUCE
VARYING NET CASH FARM INCOMES

By Type of Farm, Virginia, 1949
CAPITAL* ($ THOUS.)

|
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mm mm Dairy
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50

f ] L | 1 | ]
(0] $2,000 $4,000 $6,000 $8,000 $10,000
AY.NET CASH FARM INCOME

% LAND, BUILDINGS, LIVESTOCK, MACHINERY, AND OTHER CAPITAL ITEMS; EXCLUDES
BANK DEPOSITS AND OTHER NONFARM ASSETS OF OPERATOR
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Figure 2.- To produce any given amount of net cash income, much more cap-
ital was used in livestock and dairy farming than in tobacco or peanut
farming; and livestock farming required more capital than dairy farm-
ing. In each of these types of farming, net cash income was a greater
percentage of capital for medium- and large-scale farms than for small-
scale farms. Although net cash income was not wholly a return on cap-
ital, apparently farmers could get better returns for both their cap-
ital and their labor if they operated at the higher income-producing

levels.,

A further reason for variations in use of capital is that many
farms in Virginia are operated by people whose main interests and incomes
are connected with nonfarming activities. Many of these farms are of
high value but they do not have proportionately high output and returns.
Thus they tend to decrease the average ratio of returns to investment
among the types of farms where they more commonly occur. These farms are
more likely to be livestock or dairy farms - particularly livestock
farms - than other types. Few tobacco or peanut farms are of this type.

For these and perhaps other reasons, the capital used to produce
any given amount of cash farm receipts, gross or net, was greater for
livestock and dairy farms than for other types of farms.

245337 O---33——4
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Medium- and large-scale farming of all types was more profitable
than small-scale farming. That is to say, the incomes produced by
medium- and large-scale farms were a higher percentage of the value of
the farm assets operated than those of small-scale farms. Farm income
was not wholly a return on capital. For many farmers, it was mainly a
return for their labor. Apparently, however, farmers could get larger
net returns for both their labor and capital if they operated at the
higher gross income-producing levels. The poor returns from small-scale
operations were owipg to several conditions. A disproportionate part of
the total capital of some farmers was invested in living quarters for
the operator and his family. For others, the farm was too small, or it
was not worked with sufficient intensity, to utilize more than a small
part of the operator's time.

Capital Provided by Operators

In view of the advantages to be gained by operating on a larger
scale, one might ask why so large a percentage of the farms (more than
60 percent) were so small, or were operated with so little intensity,
as to produce less than $2,500 worth of products in a year like 1948.

One of the more obvious reasons is that the smaller operators, as
a rule, did not have sufficient capital to enlarge or intensify their
operations. On the average, operators whose gross farm cash receipts
were in the range of $2,500 to $9,999 had net worths more than twice as
large as those whose gross farm receipts were below $2,500; and those
whose gross cash receipts were $10,000 or more had net worths many times
as large as those of the small-scale operators (table 15). So fer as
the net worth of the operator - the value cof his assets minus the amount
of his debts - fixes a limit to his scale of operations, it can be seen
that smaller-scale operators, on the average, were handicapped by lack
of capital. This was particularly true in livestock and dairy farming,
which had higher capital requirements than other types of farming.

But a distinction needs to be drawn here between the situations
of commercial A and commercial B operators. The former, it will be re-
called, had less than $250 of off-farm income in 1948 and so depended
chiefly upon farming for their living, whereas many of the commercial B
operators had more income from nonfarm sources than from farming. Com-
mercial B operators in all groups except the largest-scale livestock
producers had substantially greater net worths than the commercial A
farmers. Moreover, when the assets owned by commercial A and commer-
cial B operators are compared, as in table 16, it will be noted that the
commercial B farmers also were better supplied than commercial A oper-
ators with liquid financial reserves and other nonfarm assets, which at
least in part could have been used to expand or intensify their farming
operations. Shortage of capital was particularly acute with the smaller
commercial A operators. Apparently the pressure of nonfarm business
activities, rather than lack of capital, explains why many commercial B
operators did not enlarge, or intensify, their farming operations.
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Table 15.- Average net worth of commercial farm operators, by specified
amounts of gross cash farm receipts, and by type of commercial
farm, Virginia, mid-1949

ALL COMMERCIAL OPERATORS

Gross cash farm Type of farm

receipts

Live- | ] | ] 1 1
stock | Deiry Tobacco, Peanut| Other | All

|

|

|

|

| Dollars|Dollars|Dollars|Dollars|Dollars|Dollars
|

|

|

| I I I I
$250-$2,499 13,645 | 10,0891 6,0661 L,2611 8,197 8,313
2,500-9,999 31,032 | 22,2231 12,9141 88,7681 19,4311 17,916
10,000 Or more---———————- | 89,690 | 53,2821 47,9501 13,8001 55,3861 63,022

All amounts————-———-- | 24,485 : 17,857: 7,825: 6,512: 13,272: 14,580

COMMERCIAL A OPERATORS

[ [ | | [
$250-$2,499-——-————ceev | 11,811 | 9,954 5,6161 3,481 17,3241 7,379
2,500-9,999~—=———mrmmmm == | 26,430 | 18,8911 11,2201 - 8,54k| 18,0831 15,363

|

|

|

46,4891 24,8001 13,8001 53,7801 61,68k
16,784, 6,666 6,270, 12,894, 12,kok

COMMERCIAL B OPERATORS
| | I | | |

$250-$2,499 | 19,008 | 10,458 9,3111 7,714 11,014l 12,139
2,500-9,999-———mm e e | 42,867 | 27,8621 20,2761 12,5001 26,079 28,162
10,000 Or more-—---—---—--— | 67,583 | 83,8501 55,6671 1/ 1 59,4001 66,542

All amounts———-————mm : 32,118 : 20,233: 13,&69: 8,&19: 1&,385: 22,051

;/ﬁNo commercial B operators in this class.

Sources of Supplementary Capital

Farm operators in Virginia were not limited to a scale of operations
that they could carry on with their own capital (net worth). They were
able to supplement their own capital with borrowed capital (loans) and with
capital in the form of physical properties obtained under various arrange-
ments, such as leases, joint tenancy, and partnership agreements (table 17).
As a general rule, however, operators themselves supplied most of the cap-
ital needed in their operations, although many tenants leased farms that
were worth more than their own assets. On the average, commercial A oper-
ators supplied about 80 percent of the capital they used, compared with
about 85 percent for commercisl B operators.

For both commercial A and commercial B operators, leases and other
arrangements under which operators were able to obtain the use of physical
properties were a more important source of supplementary capital than were
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Table 16.- Average value of assets owned by commercial farm operators,
by specified amounts of gross cash farm receipts,
Virginia, mid-1949

COMMERCIAL A OPERATORS

I
| Assets
Gross cash | | Nonf |
farm receipts | : | oniarm |
| Ferm Y/ e (  Total
| | financial |  OtBeT
| Dollars | Dollars | Dollars | Dollars
| ] I I
$250-$2,499—~=—- | 6,980 | 625 | 61 | 7,666
2,500~9,999-~=—- ! 14,400 | 1,538 | 314 | 16,252
10,000 or more--| 63,438 | 3,838 | 2,168 | 69, Lk
All amounﬁs——: 11,906 : 1,067 : 263 : 13,236
COMMERCIAL B OPERATORS
I I I I
$250-$2, 499 -~ —~- | 11,217 | 1,550 | 632 | 13,399
2,500-9,999-~=-~1| 25,071 | 3,220 | 1,910 | 30,201
10,000 or mecre--| 52,752 | 12,932 | 6,132 | 71,816
All amounts-—: 18,556 : 3,377 : 1,905 : 23,838

;/7Includes all farm property owned, whether operated personally or
not.

loans. This was particularly true of commercial A operators, among whom
the rate of tenancy was higher than among commercial B operators. More-
over, such arrangements were most important, relative to loans, among

the commercial A operators who conducted small-scale operations. This
was due, partly at least, to the fact that the tenancy rate was highest
of all among these operators. But even among large-scale operators, with
high net worths, these arrangements for obtaining the use of physical
properties were s more important source of capital than were loans.

Loans were the source of about 6 to 8 percent of the capital used
by ae various groups of commercial B operators and of about 3, 4, and
10 percent respectively of the capital employed by small-, medium-, and
large-scale commercial A operators. As shown later, less than a third
of the commercisl farm operators in Virginia who operated farm assets
valued below $10,000 had non-real-estate loans and less than a sixth had
mortgages on their farms. Frequency of debt was considerably greater
than this among larger scale operators. It appears from this and from
the data in table 17, that the smaller scale operators, particularly
those who depended mainly vpon farming for their living, made little use
of credit to enlarge or intensify their operations.
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Table 17.- Average capital used by commercial farm operators, by source
and by specified amounts of gross cash farm receipts,
Virginia, mid-1949

COMMERCIAL A OPERATORS

Source of capital

|
|
Gross caéh | Net worth | | Leases |
farm receipts of | Loans 2/ | and [ Total
| operator 1/ | | other 3/ |
| Dollars | Dollars | Dollars | Dollars
| | | (I
$250-$2,499-=~—=1 7,379 | 288 | 1,718 1 9,4k5
2,500-9,999--~-- | 15,363 | 890 | 3,718 | 20,031
10,000 or more--| 61,684 | 7,760 | 7,836 | 77,280
ALl amoumts--|  12,h0k | 832 | 2,208 | 1s,ukk
COMMERCIAL B OPERATORS
| | | i
$250-82, 499 ——m— | 12,139 I 1,261 | 1,810 | 15,210
2,500-9,999---==1 28,162 | 2,039 | 2,99k 1 33,195
10,000 or more--| 66,542 | 5,274 | 7,490 | 79,306
All amounts——: 22,051 : 1,787 : 2,131 : 25,969

1/ Borrowers' own capital.
g/ Borrowed capital.
3/ Rented capital and capital supplied througk joint ownership.

Income of Commercial Operators

The comparatively small use of credit by the small-scale commer-
cial A operators is more readily understood when the data on net cash
incomes of the operators are examined (table 18). Even though the in-
comes of the operators may have been understated’ to some extent, this
would not invalidate the main conclusion suggested by the data. This
conclusion is that incomes of the small-scale commercial A operators were
so low as to raise serious doubt, on the part of both lenders and oper-
ators, as to whether loans could be repaid.

The problem of debt-repayment was not nearly so acute with small-
scale commercial B operators, because of their substantial off-farm
incomes, as with small-scale commercial A operators. However, as most
of the income of these operators came from jobs in towns and cities,
their ability to repay loans (except through liquidation of their assets)
depended mainly upon the security of their jobs. So far as their farm
earnings were concerned, the small-scale commercial B farmers were no
more able to repay loans than were commercial A farmers.
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Table 18.- Average net cash income of commercial farm operators,
by source and by specified amounts of gross cash farm
receipts, Virginia, 1948

COMMERCTAL A OPERATORS

Gross cash Cash income

farm receipts

Farm : off-farm : Total
Dollars | Dollars | Dollars
| |
$250-$2,499—~————- I 621 | 17 | 638
2,500-9,999-====-- I 2,023 | 15 l 2,038
10,000 or more----| 6,092 | 28 | 6,120
| ] |
All amounts---- 1,282 | 20 | 1,302
COMMERCIAL B OPERATORS
| | |
$250-$2, 499 ~mm=m=- | 602 | 1,316 | 1,918
2,500-9,999--===~- | 2,075 I 1,535 | 3,610
10,000 or more----| 5,700 | 2,911 | 8,611
ALl amounts----| 1,336 : 1,591 : 2,927

It should be recognized that the net cash incomes shown in table 18
were by no means the entire net incomes of the operators. Most of the
operators reported that they consumed in their homes products from their
farms valued at $400 to $600. Moreover, they had no cash expenses for
house rent. If the rental values of the farm homes were computed, they
would add meny hundreds of dollars to the incomes of operators who live
on the better improved farms. For small-scale farmers, particularly the
commercial A operators, it would appear safe to add at least $600 or $700
to the cash incomes shown (table 18) to cover the value of home-produced
food .and rent-free housings and to add much larger amounts for the medium-

and large-scale operators.

Notwithstending this noncash income, the smaller scale commercial A
operators, as a group, appear to have a difficult problem. Their opera-
tions are apparently less profitable, from the standpoint of both labor
income and return on capital, than those of the medium- and large-scale
operators; they have little ability to save from their present low in-
comes; and without more ability to save, they are unable to accumulate
the capital necessary to increase their scale of operations. Moreover,
even if they had more capital, many would have to move to other farms or
to buy additional land in order to use it effectively.

Despite these circumstances, some small-scale operators manage each
to move to & higher income level, and it is possible that more could

year
A hopeful aspect of the situation is that the ability of small-

do so.
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scale operators to accumulate additional capital - and to enlarge or
intensify their scale of operations - apparently could be increased sub-
stantially by a comparatively small increase in their incomes. With the
rapid development of improved farming methods, including better balanced
operations to give year-round productive employment to the farm family,
there are increasing possibilities for the small-scale operators, as
well as the medium- and large-scale operators, to increase their incomes.

COMMERCIAL FARMERS - INVESTMENT POLICIES

Farm assets were the principal investment of both commercial A
and commercial B operators. This was true of all except a few individual
farmers. For commercial farmers as a whole, farm assets represented
approximately 86 percent of all owned assets. This includes the farm
assets operated personally (84 percent of total assets) and those owned

but leased to others (2 percent).

Investment in farm assets was relatively greater among commer-
cial A farmers than among commercial B operators, because the economic
activities of the former were more exclusively agricultural. Farm Prop-
erties constituted 90 percent of the total assets of commercial A farmers
(approximately 88 percent represented by farm properties operated per-
sonally and about 2 percent by properties leased to others). The farm
assets of commercial B overators made up approximately 78 percent of
their total assets (75 percent operated personally and 3 percent leased

to others).

Relation of Farm and Nonfarm Investments to Net Worth of Operator

Nonfarm investments represented a greater amount of total invest-
ments for commercial operators with larger net worths than for those with
smaller net worths (fig. 3). This association of diversification of
investments with the larger net worths was noticeable among commercial B
farmers, and it appears also to some extent among commercial A farmers.

The smallest commercial B farmers (those with net worths of less
than $5,000) listed only 6 percent of their total assets as nonfarm
assets and 94 percent as farm assets. However, for each of the succes-
sively higher net-worth classes the percentage for nonfarm assets increased
and the percentage for farm assets declined until the proportions for the
largest commercial B farmers (those with net worths of $50,000 or more)
were 27 percent for nonfarm assets and 73 percent for farm assets. Among
the commercial A farmers, nonfarm assets represented 6 percent of total
assets for operators with the smallest net worths, 8 percent for oper-
ators in the next higher net-worth group (nmet worths of $5,000 to $9,999),
and about 10 percent for operators in the three largest net-worth classes.



- 32 -

FARM AND NONFARM ASSETS OF
COMMERCIAL FARM OPERATORS

By Net Worth and Class of Operator, Va., Mid-1949

COMMERCIAL A COMMERCIAL B
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Figure 3.- Commercial B farmers with large net worths had a considerably
greater part of their total assets in the form of nonfarm assets than
did those with small net worths. This relationship between net worth
and diversification of assets also appeared among commercial A farmers,
though less noticeably than among commercial B farmers. For both
classes of commercial farmers, and at all net-worth levels, the nonfarm
assets owned by farmers consisted mainly of liquid financial reserves.

Types of Nonfarm Assets

Nonfarm assets have been grouped into two major classes for the
purposes of this report: (1) Liquid fimancial reserves and (2) other

nonfarm assets.

The liquid financial reserves consist of checking accounts, sav-
ings accounts, United States Savings Bonds, and a miscellaneous category
which includes cash on hand, postal savings, and corporate stocks and
bonds. The primary characteristic of the assets in this group is their

liquidity.

Some of the other nonfarm assets are scarcely less liquid, but for
the most part they appear to be more permanent investments. The items
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included in this group are town and city property, stock in cooperatives,
notes and mortgages due from farmers, and notes and mortgages due from
nonfarmers.

Commercial operators held larger amounts of liquid financial re-
serves than of other nonfarm assets. As a group, they had approximately
172 million dollars of liquid financial reserves and about 69 million
dollars of other nonfarm assets. Thus the greater part of their total
nonfarm assets was readily available for use in their farming business
if the need arose.

Commercial A farmers kept a greater part of their nonfarm assets
in liquid form than commercial B operators. The total nonfarm assets of
the former group consisted of 80 percent of liquid financial reserves
and 20 percent of other nonfarm assets. Commercial B farmers held only
64 percent in liquid form and had 36 percent invested in relatively more
permanent nonfarm assets.

Relation of Types of Nonfarm Assets Owned to Net Worth of Operator

Table 19 shows the average values of the various types of nonfarm
assets held by the operators at each net-worth level. One of the more
important nonfarm asset items was checking accounts. Among the commer-
cial A farmers, checking accounts represented the largest nonfarm asset
of all, regardless of the net-worth class, and this is also true among
the commercial B farmers at the smaller net-worth levels. Among the
larger commercial B farmers, holdings of United States Savings Bonds
exceeded amounts in checking accounts, and in one net-worth class "other"
liquid reserves and investments in town property also exceeded them.

At almost all net-worth levels the ownership of United States
Savings Bonds and of savings accounts at banks accounted for a signif-
icant amount of total nonfarm assets. In general, the savings accounts
were larger than the bond holdings among the operators with smaller net
worths and smaller than bond holdings among the operators with larger
net worths.

Among both commercial A and commercial B farmers, operators with
net worths of $50,000 or more had fairly substantial amounts of notes and
mortgages. Commercial B farmers in this class held, on the average, more
than $3,000 of these assets. About 73 percent of this was owed to them
by nonfarmers. Commercial A farmers in the $50,000 or more net-worth
class held, on the average, about $2,100 of such assets. Most of their
lending - about 54 percent - was to other farmers.

Larger operators (both commercial A and commercial B) placed rel-
atively greater emphasis upon the more permanent type of nonfarm assets
than did the smaller operators. Among the commercial A farmers, the
operators at the three lower net-worth levels had roughly about seven
times as much in liquid financial reserves as in other nonfarm assets,
but those at the two higher net-worth levels had, respectively, only
about three and two times as much.



Table 19.- Average amounts of nonfarm assets owned by commercial farmers, by type of assets and
by class and net worth of operator, Virginia, mid-1949

COMMERCIAL A OPERATORS

Nonfarm assets

Liquid financial reserves : Other
| I I | | | [ | |
Net worth | | I I I I | | Notes and |
of | | IUnited | | | Stock | Value | mortgages |
operator Check= - gs (States | : : in  lof town: due from - :
IacigﬁntlaccountIsaVingsl Other | Total jcooper~ | prop- I i I Total
I I | Bonds I |jatives | erty | Non- |
| | | | l | 1 |FOrmers, . mers! '
| [ | [ [ | | | [ | @
IDollars !Dollars IDollars IDollars IDollars |Dollars IDollars IDollars IDollars IDollars '
I I | | | l | | | I
Under $5,000-————=a—-- | 59 | 43 | 19 | 20 | 11| 21 0| 31 17 1 22
$5,000-9,999-—=mmem——- | 2311 215 | 92 | 39 1 577 | 5 1 L | 5 1 28 | 82
10,000-24,999---——---- I 564 | L8L | L466 | 95 | 1,609 | 43 | 60 | 41 | 71 221
25,000-49,999-———mmmmm | 1,170 | 489 1 9341 304 12,897 1 14k 1 3431 2131 1711 871
50,000 or more-------- i 2,84k 1 1,356 1 2,115 1 263 16,5781 2781 959 | 1,133 | 956 | 3,326
I I I [ I | I I I |
COMMERCIAL B OPERATORS
I [ I | | i I | I I
Under $5,000-—=———==un I 77 | 8 1 L6 | L 135 | 01 01 4oy 38 1 L2
$5,000-9,999-====—==—= [ 200 | 127 | 93 | bs | 465 | 51 115 | L | T1 131
10,000-24,999--==-==—- | skh | 2601 600 1 249 | 1,653 | 781 3661 112 | 36 | 592
25,000-49,999~—————-—- | 94h 1 734 ) 2,353 1 1,084 | 5,115 1 109 | 1,931 1 203 | 62 | 2,305
50,000 or more--—-----| 3,178 | 3,141 | 5,519 | 1,759 113,597 | 2,44k | 2,519 | 830 | 2,211 | 8,004
| | | I | | [ I |
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Life Insurance

An additional type of investment held by many Virginia farmers is
represented by their life insurance policies. Approximately half of the
operators of commercial farms had some life insurance. The face amount
of their policies totaled about 135 million dollars, or an average of
more than $2,500 for each insured operator.

No effort has been made to compute the current cash value of these
policies. This value consequently is not included among the assets shown
in the balance sheet for Virginia farm operators. However, it is a siz-
able resource which the farmers could use if necessary, either by borrow-
ing on, or surrendering, their policies.

As would be expected, the operators of the more valuable proper-
ties carried the larger life insurance policies and were more frequently
insured (table 20). Among commercial A farmers, the frequency of insur-
ance increased markedly as the value of farm assets operated increased.
Among commercial B farmers this tendency was not so sharp, as insurance
policies were prevalent among all classes of commercial B operators.
About 67 percent of all commercial B farmers had life insurance, and
their policies averaged about $3,450 per insured farmer. Comparable data
for commercial A farmers were 44 percent and $2,1L40.

Table 20.- Percentage of commercial farmers with life insurance policies
and average face amount of these policies, by class of oper-
ator and by value of farms operated, Virginia, mid-1949

COMMERCIAL A OPERATORS

Average face amount
of policy per

Percentage of

Value of farm assets operators with

I I
ted ' '
operate | life insurance | insured operator

| Percent | Dollars

| I
Under $5,000==-—c—ccmameaaa- I 36 | 214
$5,000—9,999 --------------- | 39 | 1)019
10,000-2U4 ,999 === mmmmmm e - I L I 2,106
25,000-49,999-=-===m=mmmmmm- | < | 4,350
50,000 Or more----———----—-- I 83 | 9,117
All amounts-—————m——mem—m- : Ly : 2,139

COMMERCIAL B OPERATORS

I |
Under $5,000--==——cmmmmmeee— | 61 | 780
$5,000-9,999-—===mm e I Sk I 1,696
10,000-24,999 === cmmmmmm I T4 I 2,6LkL
25,000-49,999-======memmmueu- | 71 | 5,318
50,000 Or more--—-—-———————--- | 87 | 9,959
All amounts-------—-mmee | 67 | 3,452
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Distribution of Liquid Financial Reserves Among Commercial Farmers

In a sense, liquid financial reserves are an integral part of the
farm business, as they are available on short notice to pay production
expenses, to buy machinery and equipment, improve farm buildings, or
contribute in some other way toward the success of the farming operations.

Despite the importance of these assets to the farm business, and
for meeting family emergencies, a large number of the commercial farm
operators of Virginia reported that they had little or nothing in the
nature of a financial reserve (table 21). Half of the commercial A farm-
ers and about a third of the commercial B operators reported that they
owned less than $200 of these assets. An additional 15 percent of all
commercial farmers reported holdings of $200 to $499. At the other end
of the scale, 27 percent of the commercial farmers reported that their
financial reserves amounted to $1,000 or more, and T percent reported
reserves of $5,000 or more.

Table 21.- Percentage distribution of commercial farmers by amount of
liquid financial reserves owned, by class of operator,
Virginia, mid-1949

Commercial operators
Amount of liquid

| |

| |

| |

reserves owned | A | B I

| | |

| Percent | Percent | Percent

| | |
None-—--——-—===uem | 34 I 17 | 30
$1-$199-—————————- | 16 | 18 | 17
200-499——mcmm e | 14 | 15 | 15
500=-999-——=——====- | 10 ] 15 | 11
1,000-1,999------- | 10 | 9 | 9
2,000-4,999------- l 11 | 12 | 11
5,000-9,999------= | L | T | 5
10,000 or more----| 1 | T | 2

|
All amounts----: 100 : 100 | 100

Probably some farmers underreported the amount of their financial
reserves, particularly those who had only "pocket cash." Moreover, the
survey was made about midyear, when the financial reserves of Virginia
farmers were approaching their preharvest low. These factors are partly
‘responsible for the large number of operators who reported that they had
only small amounts of financial reserves Or none at all. However, 1948
was a profitable year for Virginia farmers and their liquid financial
reserves should have been relatively high the following summer when the

survey was made.
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The data reported in this survey appear consistent with the data
obtained by the Board of Governors of the Federal Reserve System in its
annual country-wide surveys of liquid asset holdings. There is every
reason to believe that a substantial number of the people of the United
States, and of Virginia farm operators, possess financial reserves of
only small amounts even in favorable years.

It should be remembered that nearly a third of the commercial
farmers of Virginia had net worths of less than $5,000 and that more
than a fourth had net worths between $5,000 and $10,000. Most of these
operators owned the land they operated. In view of the high values of
farm real estate, livestock, and machinery, and the high prices of items
used in production, it is understandable that the savings of these small
farmers were largely absorbed in the purchase and operation of their

farms.

The average amounts of financial reserves reported by the commer-
cial farmers of Virginia are expressed as percentages of their total
assets in table 22. The percentage increased for commercial B farmers
as net worth increased. It was about four times as large for farmers
with net worths of more than $50,000 as for those with net worths of
less than $5,000. The percentage also increased for commercial A farm-
ers until the net worth class of $10,000 to $24,999 was reached. Above
that point the reserve percentage decreased until it was little larger
for farmers with net worths of more than $50,000 than for those with
net worths of less than $5,000.

Table 22.- Average liquid financial reserves and average total assets,
per commercial operator, and ratio of reserves to total
assets, by net worth and class of operator, Virginia,mid-1949

COMMERCIAL A OPERATORS

Ratio of liquid

Net worth I, . . . |
of | Liquid flnan01al! Total assets | financial reserves
operator | reserves L | to total assets
| Dollars | Dollars | Percent
I I |
Under $5,000-=——-- I 14 [ 2,642 ! 5.3
$5,000-9,999------ [ 57T I 7,809 I T4
10,000-24,999----- I 1,609 I 16,674 I 9.6
25,000-49,999----- I 2,897 I 36,400 I 8.0
50,00C or more----| 6,578 I 102,667 l 6.4
| | |
COMMERCIAL B OPERATORS
I I I
Under $5,000-——=—- I 135 l 3,046 | L.y
$5:OOO‘9)999 ----- | u65 | 8;765 I 503
10,000-2k4,999-----1 1,653 I 18,266 I 9.0
25,000-49,999-----1 5,115 I 38,219 | 13.4
50,000 or more----| 13,597 | 81,126 | 16.8
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General Investment Policy

These data, together with those presented earlier on other nonfarm
assets, throw considerable light on the preferences of Virginia farmers
for various types of investments. Although there are large variations
among individual farmers, commercial A operators, both large and small,
appear to be concerned chiefly with building up their farm assets, pre-
sumably to increase their income from farming. Apparently they also
believe that they can best provide family security by accumulating
equities in farm property. Creating a financial reserve in excess of
necessary working funds apparently has a low priority among commercial A
operators. Moreover, they show little disposition to invest in nonfarm
properties. Commercial B farmers exhibit much the same tendencies, but
the larger ones give a comsiderably higher priority to financial reserves
and to nonfarm properties than do the commercial A operators.

It is probable that farmers with low net worths and, usually, with
small incomes, are wise to use virtually all of such savings as they can
accumulate to increase their livestock and equipment and to acquire and
improve farms. This enables them to use their labor and management abil-
ities most effectively in increasing their incomes. Also, it is under-
standable why many of the farmers with relatively large net worths should
confine their investments mainly to farm properties, as they know more
about such properties than about other types of property and they can
manage them personally. On the other hand, it is possible that many
Virginia farmers would better their over-all position by investing to a
greater extent in nonfarm assets, particularly by accumulating larger

financial reserves.

The need for an adequate financial reserve has increased greatly
in recent years, for modern agricultural methods and equipment have
brought a marked increase in the cash costs of farming. Farmers need
financial reserves so that if farm income should fall they would still
have the funds needed to pay for seed, fertilizer, gasoline, oil, and
electricity, to repair machinery and buildings, and to cover the many
other expenses of farming. Moreover, the cost of the motor vehicles,
tractors, and machinery that farmers use today in their operations is so
great that many farmers may need to borrow large amounts for replacements
when their power equipment wears out unless they accumulate financial

reserves for the purpose.

COMMERCIAL FARMERS - DEBTS AND SOURCES OF CREDIT

As a group, the commercial farmers of Virginia were not heavily
indebted at midyear 1949. They reported an aggregate debt of approximately
114 million dollars, or T percent of the value of their assets.

The larger part of the debt consisted of mortgages on farm real
estate, and amounted to approximately 69 million dollars. Other (non-
real-estate or short-term) farm debts totaled about 42 million dollars,

and the remainder of the obligations - 3 million dollars - were mortgages
on nonfarm properties.
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The aggregate debt of 11k million dollars averages a little more
than $1,000 for each commercial operator, but one of the more striking
features of the situation was the large number of operators who were
without debts. No debts of any kind were reported by 57 percent of all
commercial farmers. The average amount of debt - for the indebted com-
mercial operators - was about $2,460.

Distribution of Commercial Operators by Ratio of Debts to Assets

Although the debts were concentrated among a minority of the oper-
ators, in relatively few cases were the operator's debts high in relation
to the value of his assets. Figure 4 shows the distribution of the oper-
ators on this basis. In addition to the 57 percent of all commercial
operators who had no debts, 27 percent of the operators had debts total-
ing less than 15 percent of the value of their assets. Only 6 percent
of the commercial operators had debts that totaled 30 percent or more of

the velue of their assets.

A relatively high ratio of debts to assets need not indicate that
the borrower is burdened by his debts. Many tenant-operators, for exam-
Ple, have relatively small asset holdings of their cwn but are able,
through the use of leased properties, to earn good incomes. Loans Jjus-
tified by the earnings of these operators could be high in relation to
the assets they own. Likewise, owner-operators may not be burdened by
mortgages of relatively large amount if the period of payment is suffi-
ciently long or flexible, and the interest rate sufficiently low, to keep
their annual payments in reasonable relation to their incomes.

Relative Use of Farm Credit on Farms of Different Value

Credit was more frequently used in operating the larger-scale
farms of Virginia than in operating the smaller ones. With increases in
the value of the farm assets operated, there were large increases in the
average size of the farm debts reported. There were also increases -
particularly with respect to farm-mortgege debt - in the number of oper-

ators reporting debt (table 23).

Among farmers who operated farm assets valued at $25,000 or more
the number reporting short-term debt was a little more than a third,
whereas, among those who operated farm assets of less value, it was a
little less than a third. With respect to mortgage debt, the percentage
of commercial operators reporting indebtedness was almost tripled as the
value of farm assets operated increased from the smallest to the largest
class. The data on non-real-estate debt suggest that the number of com-
mercial operators who use credit to finance production and acquire work-
ing capital assets increases only slightly with increases in the value of
the farm assets operated, but this may not be true, as mortgage credit is
used frequently to finance operating and working capital requirements.
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DEBT-ASSET SITUATION

Commercial Farmers, Virginia, Mid-1949

DEBT AS % Yo OF FARMERS
OF ASSETS O 10 20 30 40 50 60

¥ | 17 7 1"
No debts ?2é%2%Zﬁﬁ?%ZZ%%%Z%%%ZZ%%Z%%%%?V

,II7

0.1-14.9 27%
|
15.0-299 V4

30.0 - 49.9 % .

50.0 & over Z 2%

T T
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Figure L4.- More than half of the commercial farmers reported that they
had no debts at mid-1949. Only 16 percent of the commercial farmers
were indebted for amounts equaling 15 percent or more of the value
of their assets, and only 2 percent for amounts equaling 50 percent
or more of the value of their assets.

The debt averages shown in table 23 are averages for only the
indebted operators in each of the respective classes. As would be ex-
pected, these averages increased as the value of the farm assets oper-
ated increased.

Sources of Short-Term Farm Credit

Commercial farm operators obtained their short-term (non-real-

estate) farm credit from a variety of sources, but the irincipal lenders
were the commercial banks. However, the relative impor-.ance of the banks
and other lenders varied with changes in the value of ti.e farm assets
operated (table 24). T/

1/ Data reported by farm operstors in the semple on short-term credit and its
sources are believed to be reasonebly accurate. ‘hen the dete fu~ the semple are
expanded, the estimates thus cbtained for credit obtsined by ali .arm opcrators (ex-
cept manegers) from the principel institutionsl lenders egree ciorely with the date
reported by these lenders. However, so smell e proportion of tiie comaercisl farm
operators reported short-term debt (less than one-third) that, vhen these operators
are grouped by value of the farm assets operated end further grouced by source of
credit, some of the groupings contain data on toc few cases to mase them relisble.
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Table 23.- Percentage of commercial farmers reporting farm debt, and
average amount of such debt, by value of farm assets
operated and by type of debt, Virginia, mid-1949

NON-REAL-ESTATE DEBT

Percentage of commer-

cial operators Average amount

Value of farm assets

I I
l |
operated | reporting debt | of debt ;/

| Percent | Dollars

l |
Under $5,000--=-—c—cee-- I 30 I 317
$5,000-9,999-=——=—==mmmm | 33 | 436
10,000-24,999-————c e | 31 l 821
25,000-49,999-----—-———- l 35 | 2,467
50,000 Or more-—=———---- | 41 | 8,214

| |

REAL ESTATE DEBT

| |
Under $5,000--==-ec=ae0—- | 13 | 990
$5,000-9,999 == ===mmmmmm | 16 l 1,277
10,000-2k4,999—=——mmmmemm I 20 | 2,664
25,000-49,999--——-—---—- | 32 I 4,995
50,000 or more----—-—=—== | 35 | 12,079

|

;/7Average for indebted operators only.

Table 24.- Percentage distribution of the non-real-estate debt
reported by commercial farmers by source, by value
of farm assets operated, Virginia, mid-1949

Percentage of non-real-estate debt owed to -

|
|
Produc-
Value of I I r? ue |Stores ! 'Farmersl I
farm assets l | tion | deal ’ I Home I l
| | creditl ~ | Other | - |
operated | Banks | asso- | €rs, |farmers | Admln_l Other | Total
| | cia- | BT~ | lstra- |
| | tions | CheBUS | tiom |
|Percent |Percent | Percent | Percent |Percent IPercent | Percent
| = | | | | |
Under $5,000----1 22 - 17 | 391 15 | 6 | 2 | 100
$5,000-9,999----1 46 6 | 21 | 11 | 8 | 8 | 100
10,000-24,999---1 k9 ! 15 | 151 13 | 2 | 6 | 100
25,000-49,999---1 61 ! 1Lk | 91 13 | 0o | 3 | 100
50,000 or more--1 69 i 7 11/ 20 | 31 o | 1 | 100
| | |

| | | |
;/'The high percentage for this class was almost certainly the result
of sampling error. If data for one sample operator were omitted, the
percentage would be 5 instead of 20.
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The principal kind of non-real-estate credit for operators of farm
assets valued at less than $5,000 was "book credit" provided by stores,
dealers, and merchaats. This kind of credit accounted for approximately
39 percent of that used by these operators, compared with 21 percent
furnished by banks, 17 percent by production credit associations, and
15 percent by other farmers.

For all other commercial operators, banks represented the principal
source of short-term credit. Banks provided almost half of the total
amount borrowed by those who operated farm assets valued between $5,000
and $24%,999, and more than half of the amount borrowed by those who oper-
ated farm assets worth $25,000 or more. Dairy farmers were prominent
among those who obtained their short-term farm loans from banks.

In contrast to the behavior of bank credit, the amount of non-real-
estate debt owed to stores, dealers, and merchants decreased as the value
of farm assets operated increased. This is indicated by the data for all
except the operators of farm assets valued at $50,000 or more. The rel-
atively high percentage of short-term credit from stores, dealers, and
merchants indicated for the operators in that class was almost certainly
the result of sampling error. One operator who reported an extremely
large amount of dealer credit dominated the relatively small sample for
that class. For the other operators in this class, credit from stores,
dealers, and merchants amounted only to 5 percent of total non-real-estate

credit.,

Short-term credit obtained from production credit associations was
second in volume only to that from banks so far as operators with net
worths above $10,000 are concerned. Production credit associations fur-
nished 15 percent of the non-real-estate credit reported by operators of
farm assets in the $10,000 to $24,999 class and 14 percent of that re-
ported by operators in the $25,000 to $49,999 class. Production credit
associations were also important lenders for the smallest commercial
farmers, providing 17 percent of the credit reported by operators of
farm assets valued at less than $5,000. Much of the PCA lending to this
group went to operators of peanut and tobacco farms. Their loans to the
"middle-sized" operators were mainly to operators of livestock and tobacco

farms.

Non-real-estate loans from the Farmers Home Administration were
found chiefly among farmers who operated farm assets valued at less than
$10,000. This reflected the eligibility rules of that agency, which
restrict loans to operators who are unable to obtain adequate credit from

other established lenders.

Other farmers represented another important source of short-term
credit utilized by Virginia operators and, except for the largest oper-
ators, this source of credit was significant. From 11 to 15 percent of
the short-term debt reported by operators of farm assets valued at less
than $50,000 was obtained from other farmers.
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Other types of non-real-estate debt enumerated in the survey in-
cluded Commodity Credit Corporation loans, loans from insurance and per-
sonal loan companies, rents and taxes due but not yet paid, current doc-
tor bills, and the like. None of these types accounted for a very large
amount of the non-reasl-estate debt outstanding at the time of the survey.

Sources of Farm-Mortgage Credit

The survey data on farm-mortgage debt, when expanded, indicate a
total farm-mortgage debt of 85 million dollars for all farm operators
in Virginia. This does not include the debt on manager-operated farms
or on farms operated by tenants. The survey estimate of 85 million dol-
lars for farm operators compares with an estimate by the Bureau of Agri-
cultural Economics, based on other data, of about 90 million dollars at
mid-1949 for all owners of farms, including nonoperating owners. It
appears that the survey estimate of the mortgage debt of farm operators
is reasonably accurate.

The survey estimates of the amounts of mortgage loans held by some
lenders, however, do not agree closely with the amounts of loans reported
by these lenders. Survey estimates of mortgage loans held by the Federal
land bank and Farmers Home Administration appear to be fairly accurate,
but the survey estimate of mortgage loans held by commercial banks is
greatly in excess of the amount reported by the banks, which includes
loans to nonoperating owners as well as to operators. Mortgage loans
held by insurance companies, and a miscellany of other lenders, including
individuals, apparently were underestimated in the survey.

It is possible that some of the reporting farmers failed to dis-
tinguish between banks as lenders and bankers acting as agents for other
lenders or as trustees under deeds of trust. Also banks may have sold
some of their mortgage loans to private investors without the borrowers
being fully aware of, or remembering, that the loans had been transferred.
Whatever the reasons for the differences between the survey estimates and
the amounts of farm-mortgage loans reported by some of the lenders, these
differences must be kept in mind in interpreting results of the survey.

Operators of the less valuable farm assets reported that they re-
ceived more of their farm real estate credit from nonfarming individuals
than from any other source (table 25). They listed about a fourth of
their real estate credit as coming from nonfarming individuals, as com-
pared with about a fifth from banks and 16 percent from their fellow
farmers. The remainder of the farm-mortgage debt reported by these oper-
ators was described as coming from the Federal land bank (7 percent), from
savings and loan associations and insurance companies (9 percent), and
from miscellaneous sources (23 percent). No mortgage indebtedness to the
Farmers Home Administration was reported by these operators, but a larger
sample might have revealed some. The 23 percent of mortgage debt ascribed
to miscellaneous sources by these smaller operators may be overstated. At
any rate, it is clear that these smaller operators had a more even dis-
tribution of their mortgage debt among various lenders than did the larger
operators. This was also true of their short-term debt.
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Table 25.- Percentage distribution of the farm-real-estate debt reported
by commercial farmers by source, by value of farm assets
operated, Virginia, mid-1949

Percentage of farm-real-estate debt owed to -

|
|
: | | | lFarm IInsur- | |
| | ( ~ | ance | |
Value of | | ?On‘ | req. | 5o 1and | |
farm assets | | 12787 10ther | Fe 1 Home | oy | Mis-
operated |Banks | i. \farm- | ST8L Admin- ings | cel- | potal
| | indi- land  istra- lane-
. | ers | 1= | and | |
| vid- bank tion ous
| ual | | | | loan | |
S
| | | | | | com- | |
| | | | | Ipanies| |
| Per- | Per- | Per- | Per- | Per- | Per- | Per- | Per-
| cent | cent | cent | cent | cent | cent | cent | cent
| | | | | | | |
Under $5,000----- I 19 | 26 | 16 | T 1 o | 9 | 23 1 100
$5,000-9,999 -~~~ | 42 | 18 |1 18 | 8 | 9 | o | 5 1 100
10,000-24,999-—--1 43 1 23 1 1 | 10 | 2 1 2 1 6 1 100
25,000-49,999----1 50 | 23 | 8 | 14 | 1 | Lo O | 100
50,000 or more---I| 6k | 23 | o | 8 | o | 5 1 o | 100
| i | | | | |

As in the field of non-real-estate debt, the importance of bank
lending appears to have increased with increases in the value of the farm
assets operated, and among all except the smallest operators banks appar-
ently were the most prominent single source of farm-mortgage credit. How-
ever, as noted above, the results of the survey overstate their importance

in this field of credit.

Nonfarming individuals represented a significant source of mortgage
credit for the operators of all classes of commercial farms. The survey
indicates that, in addition to furnishing about a fourth of the mortgage
credit borrowed by the smallest operators, they provided nearly a fifth
of that borrowed by operators of farm assets in the $5,000-t0-$9,999 class
and more than a fifth of that obtained by operators of farm assets in each
of the three largest value classes. These data doubtless understate the
actual importance of nonfarming individuals as mortgage lenders.

Commercial operators also borrowed a relatively large amount from
their fellow farmers. Although the survey revealed no mortgage indebted-
ness to other farmers by the largest operators, a larger sample might have
indicated a small amount of this type of indebtedness. It is likely that
farmers also were underweighted as a source of credit by the survey.

The Federal land bank was listed as a mortgage creditor by all
classes of operators. Operators of "middle-sized" farms relied on this
lender a little more extensively than those operating fafrm assets of
either large or small value. One-tenth of the operators in the $10,000-
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to-$24,999 class, and 14 percent of those in the $25,000-to-$49,999 class
listed the Federal land bank as the source of their farm-mortgage credit.

The Farmers Home Administration was responsible for about a tenth
of the farm real estate credit extended to operators in the $5,000-to-
$9,999 class. It may also have had some loans outstanding to operators
in the class under $5,000, although none appeared in the survey. By
reason of its lending policies, the FHA is relatively unimportant as a
lender to the larger scale operators.

Savings and loan associations and insurance companies were enumer-
ated together in the survey. Together they may have held as much as
10 percent of the farm-mortgage loans of Virginia farm operators. As
noted above, their importance is substantially understated in the results

of the survey.

Miscellaneous sources of farm-mortgage credit included business
firms such as stores, dealers, and merchants doing business with farmers,
and nonprofit institutions. These sources were most important to oper-
ators of low-valued farm assets.

COMMERCIAL FARMERS - RELATION OF TENURE AND AGE TO FINANCIAL CONDITION

As a general rule, commercial farmers in Virginia who can afford
to do so prefer to buy farm real estate and become owner-operators rather
than to operate as tenants. Approximately five in six commercial farmers
owned some or all of the real estate they operated. Most of the one-
sixth who were tenants would be unable to buy a very valuable farm even
if they were to put all their capital into real estate.

Evidence of this is presented in table 26. Among the operators
with net worths of less than $5,000, only 60 percent were farm owners.
But in the next higher net-worth class - $5,000 to $9,999 - the percent-
age of owners was 92, and in the net-worth classes of $10,000 or more,
almost all the operators owned farm real estate. Presumably, then, only
a relatively small number of the operators who are now tenants would con-
tinue as such if they accumulated more sizable net worths and could buy

farms of their own.

As a group, tenants were younger than owner-operators (table 27).
Thirteen percent of the tenants were under 30 years of age, and L4 per-
cent were in their thirties or forties, making a total of 57 percent who
were less than 50 years old. In contrast, only 39 percent of the owners
were less than 50 years old. Thus tenancy is more prevalent among young
farmers than among older farmers who have had more time to accumulate

net worth (fig. 5).
Net Worth and Age of Operator

The net worths of fermers do not always represent accumulations
from past earnings. Other factors are present in many cases, such as
inheritances, gifts, and properties acquired through marriage. Also
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Table 26.- Percentage distribution of commercial farmers by tenure,
by net worth of operator, Virginia, mid-1949

| | |
Net worth | | |
of operator | Owners | Tenants | Total
| | |
| Percent | Percent | Percent
| | |
Under $5,000----—- I 60 | 40 | 100
$5,000-9,999------ I 92 I 8 | 100
10,000-24,999~---- | 96 | L 1 100
25,000-49,999--—-- | 99 1 1 | 100
50,000 or more----| 100 I 0 | 100
All net worths-: 8L : 16 : 100

Table 27.- Percentage distribution of commercial farmers by age,
by tenure, Virginia, mid-1949

! |
Age of operator : Owners : Tenants
| i
| Percent | Percent
| f
Under 30 years----—-—----- 1 3 | 13
30-49 years-———-——————--- I 36 I L
50-69 years----—=——-—=-- l L7 | Lo
70 years or over-------- I 1k I 3
All ages-—---——--—-—=-—- : 100 : 100

farmers' net worths have been increased by the appreciation of farm asset
velues during the recent years of inflation. (Farmers who have only re-
cently bought farms have not gained as much from appreciation as have
those who-bought at lower price levels.) However, it is probably safe to
assume that the majority of the farmers have accumulated most of their
present wealth from past earnings and from appreciation of assets bought
with their earnings. And from this viewpoint the relation between net

worth and age may be compared.

For commercial farmers as a group, the lowest net-worth average is
found among the youngest operators. Farmers less than 30 years old had
net worths averaging approximately $9,800, compared with $13,800 for
operators in their thirties and forties and $17,900 for those in their
fifties and sixties (table 28). However, after the latter age group is
reached, the increase in net worth ends, for among the operators aged 70

or more the average falls back to $14,400.
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PERCENTAGE OF OWNERS AMONG
COMMERCIAL FARM OPERATORS

By Age Groups, Ya., Mid-1949
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Figure 5.- The tenancy rate was low in Virginia. Almost all the older
commercial farmers were part- or full-owners of the farms they oper-
ated, and, even among farmers less than 30 years old, more than half
were owners.

Operators in these various age groups are different persons,
rather than the same operators at different age levels. However, the
changes in net-worth averages from one age group to another probably
describe, at least roughly, the way in which the average net worths of
commercial farmers vary during their lifetimes. Young operators begin
farming on a fairly modest scale and add considerably to their resources
during their most productive years. At some point in later life they
begin to curtail their activities and, perhaps by gradually selling some
of their capital assets, to live off their prior accumulations.

Among owners the characteristic changes are essentially the same
as those already shown, but the net-worth averages of tenants follow a
slightly different pattern. The largest net worth is found among ten-
ants in their thirties and forties, whereas among owners the highest
average was reported by operators in their fifties and sixties.
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Table 28.- Average net worth of commercial farmers, by age and tenure,
Virginia, mid-1949

| | |
Age of operator | Owners | Tenants | All
| [ 1
| Dollars | Dollars | Dollars
| | I
Under 30 years----| 14,867 I 3,375 I 9,759
30-49 years------- | 16,688 | 4,123 | 13,833
50-69 years—------ | 20,342 I 2,923 | 17,859
70 years or over--| 15,139 I 3,443 I 14,445
| |

This difference is not surprising. The younger tenants undoubt-
edly include many operators who aspire to be owners. If they are suc-
cessful in accumuwlating the weelth necessary to make that shift, they
disappear from the tenant class. Thus in the older age groups among
the tenants relatively few tenant-operators who have large net worths
remain, as many of those with large net worths have already become

owners. 8/

Owners' Financial and Income Averages - Relation to Age

Differences in financial conditior among the various age groups
of operators are brought out more clearly when asset, debt, and income
averages are presented along with the net-worth averages. Table 29
shows the pattern of these averages among the owner-operators.

The youngest owner-operators owned farm assets averaging almost
$16,000, as compared with the top average of approximately $18,400 among
operators in their fifties and sixties. (Both figures include the value
of farm assets owned but leased to others.) However, the farm equities
of the two groups differ more than these two averages indicate, for the
younger operators had, on the average, almost $2,400 of debt against
their assets, whereas the operators in their fifties and sixties had
debts averaging only about $970. The larger indebtedness of the younger
operators - as well as their smsller accumulations of liquid financial
reserves - reflects the fact that they had had only a short period in
which to pay on their obligations and to build up their financial reserves.

In passing from owner-operators of less than 30 years of age to
those in their thirties and forties, the average value of farm properties
increases to approximately $16,700. Operators' equities alsc increase

8/ It should be added, with reference to table 28, that the net-worth
average of tenants aged 7O or more may be subject to considerable sam-
pling error, as the number of tenant-operators in that age group was very

small.
2/ These averages refer to the operators' total debts, but only a very

small part represents nonfarm debts.



Table 29.- Average assets, debt, net worth, and net income of commercial farm owner-operators,
by age of operator, Virginia, mid-1949

| I I I
I I I I
| Assets | | | Net income
| I | |
I | I I
I | | I | I |
I I I I I I I
| Farm | Nonfarm | | | | |
I I I I I I I
Age of | | | | Total | Net | |
operator | | | | 1 | debts | worth | |
| | | | | | | | z;g? | rotal
| Owned | | | | Total | | | ~
| end | 0¥ | r40uiq | | | | |m%““e| 2
| oper- | Y% | finan- | | | | LY
| ated | le@5€d 4551 pe.y Other | | | |
| person-| to | serves | | | 1 | |
| ally | Others | | | | | |
I I I I I I I I I
| I I I I I I | I
| Dollars| Dollars| Dollars| Dollars! Dollars| Dollars| Dollars| Dollars| Dollars
I I I I I I | I |
Under 30 years---| 15,774 | 183 | 890 | 383 | 17,230 | 2,363 | 14,867 | 1,643 | 2,253
I I I I I I I I I
30-49 years------ | 16,550 | 124 | 1,570 | 576 | 18,820 | 2,132 | 16,688 | 2,234 | 2,835
I I I I I I I I I
50-69 years------ | 17,936 1 505 | 2,075 | 820 | 21,316 | 974 | 20,342 | 2,053 | 2,316
I | I I | I I I I
70 years or more-| 13,699 | 141 | 1,578 | 146 | 15,564 | 425 | 15,139 | 1,44k | 1,555
I | |

1/ 1948 income.
g/ 1948 income.

Includes the value of home-consumed products.

Net income from agriculture plus net income from nonfarm sources.

_61.(-
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through reduction of debt. At the same time, liquid financial reserves
and other nonfarm assets increase considerably.

The highest average for each type of asset is found among owner-
operators in their fifties and sixties. However, these operators do not
earn the highest incomes. From the standpoint of earnings, the best span
of years apparently occurs when operators are in their thirties and for-
ties. ;9/

It is not advisable to relate the income averages in table 29
directly to the asset averages as a measure of operating efficiency, for
the farm assets listed there are only the farm assets actually owned by
the operators. Many of these owners increased the scale of their farm
enterprises by operating additional assets under lease from others. It
is probable that this practice was more prevalent among operators under
50 years of age than among those past 50.

Tenants' Financial and Income Averages - Relation to Age

Tenant-operators had much more modest asset and net-worth averages
than did owners of comparable age (table 30). However, through the use
of leased assets, tenants earned incomes of nearly the same magnitude as
those earned by the owners.

The peak earning years for tenant-operators apparently occurred
when they were in their thirties and forties, Jjust as among owner-
operators. Operators in this age group were also the wealthiest of the
tenants. As noted earlier, the tendency for the financially stronger
tenants to become owners means that in the older age groups of tenants
there are relatively few operators of substantial means.

Average debts of the tenant groups were much lower than those of
the owner groups. However, tenants' debts follow the same pattern as the
debts of owners. Debts were highest among the youngest operators and
they diminished with incCreases in the operators' ages.

General Relation of Age to Earnings and Wealth

Among both owners and tenants, farmers earning the highest average
incomes were those in their thirties and forties. Apparently these mid-
dle years are the period in which experience and vigor are best balanced.

Although they earn the highest incomes, it does not necessarily
follow that farmers in the 30-through-49 age group can add to their accu-
mulations at a greater rate than operators in the other age groups. As a

ig/rThese age limits must be regarded as only approximate. A different
age classification might modify the conclusions somewhat. For example,
it is possible that another span of 20 years (say, from age 35 through age
54) would yield higher income averages than those for the 3C -through-49

groups.



Table 30.- Average assets, debt, net worth, and net income of commercial farm tenant-operators,
by age of operator, Virginia, mid-19.49

| | | |
| | | |
| Assets | | | Net income
| | | |
| | | |
| | | | | | |
| | | | | | |
| Farm | Nonfarm | | | | |
| | | | | | |
Age of | | | I Total | Net | |
operator | | | | | | debts | worth | |
| | l | | | | | From
| Ovned | | | | Total | | | eeri- | Total
| and 1 O"ed | 750uia | | | | | culture| 2/
| oper- but  y finan- | | | | A
| ated | leased Ilcial re-| Other | | | | |
| person-| to | serves | | | | | |
| ally | others | | | | | |
| | | | | | | | |
| | | | | | | | |
| Dollars! Dollarsl Dollars| Dollars| Dollars| Dollars| Dollars| Dollars| Dollars
I I | | | | | | |
Under 30 years---| 3,279 | Lo 500 | 113 | 3,896 | 521 1 3,375 | 1,733 | 1,954
I | | | | | | | |
30-49 years------ | 3,253 1 201 | Thly | 263 | 4,461 1 338 | Lk,123 1 2,126 | 2,27k
| | | | | | | | |
50-69 years------ I 2,537 1 43 | 390 | 7 1 3,117 1 94 | 2,923 1 1,743 | 1,810
| | | | | | | | |
70 vears or over-l 2,457 | 0 1| 1,000 | 0 1 3,457 1 14 1 3,443 1 1,129 | 1,129
| |

1/ 1948 income. Includes the value of home-consumed products.
g/ 1948 income. Net income from agriculture plus net income from nonfarm sources.

_Tg_
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rule, the middle years are also the period when the operator's family
expenses are greatest, both because the family group is generally largest
during these years and because most of the expenses for education come

in this period. .

Because of this it is reasonable to suppose that farmers in the
30-through-49 age group, even those with the highest average incomes,
are not in as good a position to increase their holdings as are those
whose family responsibilities have been materially reduced. This would
explain the fact that the wealthiest group of operators were those in
their fifties and sixties (except among tenants, for reasons already
noted). Operators aged TO or more were little burdened by family re-
sponsibilities, but most of them were well past their best earning years
and were in no position to add to their wealth from current income. The
data suggest that in general they were doing the opposite - supplementing
current income by liquidating some of their investments.

Relation of Farm Incone to Tenure

At each net worth level, tenants reported larger net farm incomes
than did owners. Table 31 shows this for farmers whose net worths were
below $25,000. Data for farmers whose net worths were above $25,000 are
not presented because the number of tenants in these net worth classes
was too small to provide a dependable basis for comparison.

Although the data cover only 1 year, they suggest that farmers
can earn larger incomes by investing their capital in livestock and farm
machinery than by investing it in farm land and buildings. Probably the
main reason for this is that farmers who rent farms and invest most of
their capital in livestock and farm machinery can operate on a larger
scale, and make fuller and more effective use of their time, than can
farmers with equal wealth who invest most of their capital in farm land
and buildings. However, in the proportion that they are used in Virginia,
capital in the form of livestock and machinery may be more productive
than capital in the form of farm land and buildings.

Table 31.- Average net worth and average net farm income of commercial
farm operators, by tenure and net worth of operator, Virginia

Average net worth 1/ Average net farm income 2/

| |
Net worth I ‘ : ‘
of operator : Owners | Temants |  Owners |  Tenants
| Dollars | Dollars | Dollars | Dollars
| | | |
Under $5,000----1 3,032 | 1,712 | 1,033 I 1,632
$5,000-9,999----1 7,382 | 6,917 | 1,374 I 2,031
10,000-24,999---1 15,851 | 14,325 | 1,936 | 3,231

| | | |
1/ Mid-1949. 2/ 1948. 1Includes value of products consumed in the
home.
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APPENDIX

Statistical Methods and Check Data

Original plans for the survey were for interviewers to visit 600
farms in each of 6 regions into which the State of Virginia was divided
for survey purposes. These farms included all located within the bound-
aries of 726 small areas chosen by random selection by the Statistical
Laboratory at Iowa State College, Ames, Iowa. The number of these areas
varied from 110 to 139 in the various regions.

Interviewers were to try to obtain records from each of the farm
operators, except managers and sharecroppers, who lived within the des-
ignated areas.l&/ It was recognized that the desired information would
not be obtained from all "eligible" farm operators but records were ex-
pected from about 3,000.

Had the survey worked out as planned, the data obtained should
have been representative of all farm operators, except managers and
sharecroppers, for each of the regions and for the State as a whole.
Under such circumstances, distributions and averages for each region
could have been computed directly from the regional data, and regional
totals could have been obtained by expanding the sample data by the ratio
of the total number of farms in the region, excluding manager- and
cropper-operated farms, to the number of farms in the sample. State
totals and distributions could have been obtained simply by adding the
regional totals and distributioms.

For various reasons, these methods could not be applied. Only
1,467 usable records were obtained - less than half the number expected -
and these reflected an undersampling of operators of small farms. These
shortcomings resulted partly from failure of the interviewers to cover
all the sample areas and from the fact that many sample areas did not
contain as many farm operators as had been expected. Moreover, the oper-
ators of many small units that should have been included in the survey
apparently were passed over by the interviewers in the belief that they
were not operating farms. All but a few of the farmers who were inter-
viewed willingly gave the information requested. The small number of
records obtained made it impracticable to attempt to present regional
data and the undersampling of small-farm operators required the develop-
ment of a new plan for handling the data to obtain State totals, averages,

and distributions.

The method decided upon, after considerable experimentation, was
to divide the sample farm operators of each region into four groups,
based on the acreage of the farms they operated. Each operator was then
given a weight determined by dividing the total acreage operated by all
operators of the region (except managers) in his acreage group by the

11/ Managers and sharecroppers were excluded on the grounds that nei-
ther had to finance the operation of farms. Copy of questionnaire is

shown on p. 57.
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total acreage operated by all sample operators of the region in his acre-
age group. The 1945 Census of Agriculture was used to determine the
acreage operated by all operators of the region, as the weights were com-
puted before results of the 1950 census became available. The weights,
or expansion ratios, derived by this method are shown in table 32.

Table 32.- Expansion factors used in weighting data collected
in 1949 Virginia survey, by specified areas and
by acreage of farms

|
Acres in | Area
farm | | | | | |
X oy o2 3 kb5 6
| I I I I |
Under 30----1 100.8 | 375.8 1 110.5 | 184.8 1 523.3 | 351.2
30-99——————- I 65.1 1| 127.3 | 58.5 | 126.5 | 228.6 | 120.h4
100-219-—--- | 50.8 |  60.7 | L8.4 | 66.7 | 133.2 | 86.4
220 or more-| 37.4 1 53.9 | 66.4 | 64.8 | 77.7 | 107.6
| | I | |

These ratios were used to expand the sample data into State totals
and also, in preparing frequency distributions and some of the averages,
to give proportionate weight to farms - or the operators of farms - of
various sizes. Weighted averages were used in the analysis when data for
farms of widely different sizes or values - or farm operators of widely
different net worths - were combined. Simple averages were used when the
data of closely similar magnitudes were combined.

In the analysis, chief emphasis is placed on the capital required
to operate farms of various types and sizes and on the financial condi-
tion of the operators of such farms. Except for certain biases in the
data, which are noted below, the survey results used for these purposes
are believed to be reasonably accurate.

Beyond this, however, the data were expanded to provide State
estimates of the value of all farm assets in Virginia, except those of
manager-operated farms, and of the assets and liabilities of all farm
operators, except managers and sharecroppers. These estimates are sub-
ject to question because of the sampling and weighting methods employed.
Particularly subject to question is the inclusion (in the estimates) of
cropper-operated farms and of those who were considered to be the real
operators of these farms, when sharecroppers and cropper-operated farms
were omitted from the sample. The methods used, however, produced State
estimates which correspond closely enough to check data from the census
and other sources to warrant confidence that they are ic general reason-

ably accurate (tables 33 and 3L4).
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Table 33.- Results of the 1949 survey and other sources. by items, Virginia

associations, .

. 1949 Other sources

. Unit , surve . -
tten : * : da.tay : Data | Source and date
: : Thousands : Thousands :
1. Farm operators H H
excluding man- : : : :
agers and share- : : : :
croppers), by : : : :
size of farm : : 3 :
operated: : 3 3 :
: : : :
Under 30 acres---: Number : 52 : 56 : Cez;;z; of Agriculture,

30-99 acres------ fe-omdomm-: 56 56 Do.

100-219 acres----i----do--=: 35 34 : Do.

220 acres or more:----do---: 16 : 15 : Do.

2. Value of farm land : Dollars x 1,434,000 1,225,000 Census of Agriculture.
and buildings, H 5 H t 19%0. 1/ 2
excluding manager- : : 1,380,000 : Census of Agriculture,
operated ferms. : : ¢ 1940, adjusted for in-

: : : ¢ crease shown by BAE
: H : : index of land values.y

3. Value of 1ivestock :----dow--: 223,000 : 208,000 : Agricultural Estimates,
on farms. : : : :  BAE, Jan. 1, 1949. 1/

4. Value of crops and ;----do---; 372,000 422,000 : Burean of Agricultural
livestock mar- : : : :  Economics. l/
keted. : H s :

5. Farmer-owned demand!---=do--=-: 65,000 : 105,000 : Estimate by Federal
deposits. : : : ¢t Reserve Board, for

: H : s Jen. 31, 1949.

6. Faru-mortgage debt :----do---% 85,000 80,000 : Bureau of Agricultural
owed by owner- : : : Economics (total farm-
operators. : : : : mortgage debt minus es-

H H : : timate for tenant- and
: : : : mensger-operated farms).
: 3 H :

7. Farm-aortgage : H : :
loans: H : : :

Commercial banks ;-—--do---; 3/ 46,229 : _4_/ 27,805 Federal Deposit Insurance

t : : ¢ Corporation, June 30,
: : : : 1949.

Federal land bank:--=-do---: 3_/ 7,929 : A/ 8,983 : Farm Credit Administra-
and Land Bank : : : : tion, June 30, 1949.
Comni ssioner : : : H
loans. s H : :

8. Non-real-estate : :
loans: $ s H :

Comnercial banks :----do---1 3/ 27,586 : 5/ 30,910 : Federal Deposit Insurance

: : H ¢ Corporation, June 30,
: 3 H s 1949.
Production credit:---~do-=-: 3] 4,287 . 2/ 7+072 : Farm Credit Administra-

tion. June 30, 1949.

1/ Value reduced by 4 percent to eliminate
20-percent sample of farms.

then in earlier cemsuses.

rowers on farm resl estate security.

active farm operators.

menager-operated farms. 2/ Based on
More restrictive definition of ferms was used in 1950
Loans to farm operators only.
ﬂ May include some loens to others than

Loans to all bor-
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34.- Percentage distribution of commercial farms by value
of products sold, by source of data, Virginia

Value of products sold

Percentage of commercial farms

|
Survey 1/ l Census 2/
|
Percent | Percent
|
$250-$1,199--—-————-—--- | 34 | 31
1,200-2,499-————cmeeme - | 30 | 31
2,500-4,999-—————mmmeem i 21 I 21
5,000-9,999 ~=~----—----- ! 10 | 9
10,000-24,999 ——=———mmmem— | L I 6
25,000 or more---—------- | 1 | 2
U P ' 100 | 100

1/ 1948 sales as reported in survey.
2/ 1949 sales as reported in 1950 census.

Nevertheless, the data contain some known biases, most of which
are discussed in the text, as follows:

1.

Small farms are still slightly underweighted compared with
large farms; and noncommercial farms are substantially
underweighted compared with commercial farms.

Both gross and net farm income appear to have been under-
reported.

There may also have been underreporting of the liquid assets
owned by farmers, although this is not certain. A large
part of the discrepancy between the survey estimate and the
Federal Reserve estimate of farmer-owned demand deposits,
shown in table 33, may be explained by the difference in
dates to which the estimates apply. Farmer-owned deposits
in Virginia are usually much lower at midyear than at the
end of January because of seasonal factors.

Although farm debts in general appear to have been reported
with reasonable accuracy, the survey estimate for bank-held

farm-mortgage debt is far too high.
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QUESTIONNAIRE

County Segment No.

A STUDY OF THE FINANCIAL STATUS OF VIRGINIA FARMERS, MARCH 1949

Does the occupant of this place conduct any farming operation on this
place or elsewhere which includes 3 acres or more of land or will
produce $250 or more of products this year? Yes_ No (If answer
is no, stop interview at this point.)

Does the occupant own any of the land, livestock or equipment and
share in the management of the land farmed? Yes No (If answer
is no, stop interview at this point.)

Is the operator: owner or tenant 2 (If tenant, give name and
address of landlord.)

Does the operator of this place receive more than one-half of his net
income from farming? Yes No

A. How many acres are operated either personally or with hired labor
or croppers?

Acres in this place . . . . . . ¢ « v ¢ ¢ 4 0 0 e ..
Other land operated . . . . . . ¢« « ¢« ¢ « o « ¢ o o o
Total land operated . . . . . ¢« ¢« « « ¢ ¢« « o ¢ o &

B. Of the total acreage above, how much is owned by the operator H
owned by members of the operator's family ; owned by others ?

C. How many acres of other land are owned by the operator but rented
to others?

What is the age of the operator? years.
What is the total amount of life insurance on the operator? $

What is the fair current value of all property operated?

Cwned by
Operator Others

A. Land and Buildings . . . e e e . B $ $
Land (exclusive of bulldlngs) $

B. Machinery and Equipment:

TruecX . . . . . « « No.___ . . . . $ $
Tractor . . . . . .No. . .. .. % $
Automobile . . . . . No. . . . . B $
Cultivators, Plows, Disk, Harrow, etc $ $
Planter, Drills, Sprayer, Wagons, etc. § $
Harvesting Equipment, Mower, Binder, etc. $ $
Dairy and Poultry Equipment A $
Small Tools and Other . . . . . . . . § $
TotBLl v « 4 & v o 4 e e e e e e . B $ $
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C. Livestock:
Horses and Mules . . .
Dairy Cows, Heifers, Bulls, etc.
Beef Cattle, Cows and Calves .
Hogs, Shoats and Pigs
Sheep and Lambs
Turkeys
Hens and Laylng Flock
Broilers . .« e e
Total .

€ f € €€ R L1 €A R
€ €1 €A A - 4R R &5

D. Miscellaneous:
Supplies, Hay, Grain, Fertilizer, etc.
on Hand .
Fruits and Crops in Storage
Farm Household Furnishings, etc.
Other . . . . . ..

Total . . .
TOTAL VALUE OF ALL PROPERTY .

€7 €7 & 4R &
- €A €0 A

$

9. Value of other farm property owned by the operator in Virginia $
other States $__

10. What is the current value of nonfarm property owned by the operator?
Stock or certificates in cooperatives e e e e e e e e .
Town or City Property . . .
Notes, Mortgages or Accounts Due from Farmers .
Notes, Mortgages or Accounts Due from Others . . . . .
U. S. Savings Bonds (Maturity Value) . . . . . . . . .
Savings Account at Bank . . . . . . . .« ¢ ¢ o 0 0 . .
Checking Account in Bank . . .
Other, Cash on Hand, Corporation Stock Postal Savings etc $

Total Nonfarm Assets . . « « « « v o ¢ « o ¢ o o o« « « $

- L €6 €A

11. What are the amounts owed on real estate mortgages against the real
estate owned by the operator of this place?

Nonfarm
Type of lender Farm property property
Commercial Banks . $ . $
Other Farmers . . $ . $
Individuals (not farmers) . $ - $ _
Federal Land Bank . . . . $ . .3
Farmers Home Administration . ;) . $
Savings and Loan Association,
Insurance Companies . . $ . $
Other . . $ .. $
Total .3 . $
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12. Non-real-estate credit - what are the amounts owed by the operator on
chattel mortgages, crop liens, unsecured notes, open accounts, etc.
and approximately what was the largest amount owed at any one time
last year?

Largest amount
Type of lender Owed now owed last year

To: Commercial Banks (exclude CCC loan) § ...
Other Farmers . . . . . - . .
Production Credit Assoc1at10ns )
Stores, Dealers, and Time Merchants $
Commodity Credit Corporation . . . $ e

»
P

L

Farmers Home Administration . . .
Insurance or Personal Loan Companns
Taxes, Interests, Rent, Doctors

and Others . . . . «. + « ¢« « . . . e .

Total non-real-estate Debt . . $ . e .

R T h e

13. Operator's gross cash farm receipts 1948 § ; cash farm ex-
PS - y

penses 1948 §

14. What were the two or three principal sources of gross cash farm re-
ceipts in 19487 Secure only the principal items, at least 75 percent

of total.
Dairy Products $ , Livestock $ , Grain $ ,
Fruit $ , Tobacco $ , Truck Crop $ , Pea-

nuts $ , Poultry $ , Potatoes § , Other $

15. How much nonfarm income was received by the operator in l9h8 from:
Work for Other Farmers . . . . . Days__ . . .. .. . $§

Other Work . . . . . . . . . . . Days__ .. .« - . B
Other Sources (interests, rents, dividends, etc ) . $
Total « & & ¢ v v v v 4 e e e e e e e e e e e e e $

16. Approximate value of home-grown products used in the home in 1948.

17. A. How much does the operator expect to spend in the next 12 months
for the following:
Buy Farm or Additional Land . . . . . e e e
Land Improvements - fence, tile drain, terracing ..
New Buildings or Building Repairs . . . . . « . . .
Farm Machinery, Tractors, Auto, Truck, Livestock . .
Home Furnishings or Equipment . . . . . . . . . . .
Other . . & & & ¢ ¢t ¢ v o v v e s e e e e e e e e

Total . & ¢ & ¢ ¢ & o o o s o o o 4 4 e e 4 e e

B. Money for the above expenditures to be obtained from:
Cash Funds Nowon Hand . . . . . . . . . + ¢« &« « « .
Redemption of Savings Bonds . . . . . . +« . « « o« .
Liquidation of Other Assets . . . . . . . . . . . .
Income to be Earned During Year . . . . . . . . . .
Borrowlng . . ¢ ¢« ¢ ¢ ¢ 0 b s et e e e e e e e
Other Sources . . . ¢ ¢ ¢ ¢ ¢ ¢ ¢ e ¢ o o o o o o &

Total (should agree with above) . . . . . . . . .
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