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BALANCE ERTVWSEN FARM AND PAMILY EXPENDITURES 

Address by Carl Melone, Professor in Agricultural Economics in 
Farm Management, Towa State College at the 24th Annual Agricultural 
Outlook Conference, ‘iashington, D. C., October 95) 1946, 

This ever recurring problem is a difficult one for both farm families 
end for educators because of the neture of the problems involved. Only 
& part of the problem is in the economic field and is subject to eco- 
nomic enalysis md interpretetion. Study of the problem should be a 
joint entersrise; in the family between the various members; among 
educators; home economists as well as farm economists. 

The basic elements of. the problem can be divided into three parts: 

1. The farm business side, SSS Ria thw Taser chet eaaecicalbie ba cdl 

a. Farmers are independent business men. The farm femily has 
: four uses fer money instead of the one or two of the wage 

earner or salary man, (1) business cepital (2) business 
expenses (3) living expenses (4) capital for femily living. 

b. Farming requires large amounts of capitel per worker, emong 
the largest of any industry. This even though the typical 
‘farm business is small in capital value. 

Ce. Parmers expect to furnish most of their ow cepitel: thas we 
heve femily rather thm factory or large scele farms. Sincd 
farm families typically begin with little capital of thoir 
own, they must seve the additional capital out of their in- 
come. For exemple, if a family hoped to eccumulate $12,000 
in land, personal rroperty and life insurence, they must 
save an average of $400 per yeer for 30 years out of their 
income. On most farms, this would be difficult to do except 

“in fevorable yeers. BA,E. studies show: 

Net Cash for Living ane Savings 
1920-45 averege. (16 yeers) 

Dairy farm, New York $1060 - under 4650, 6 years 
Hog-beef farm, Corn Belt 1490 - under 650, 6 ycers 
Cotton farm, Delta Ares 650 - under 650,10 yeers 

a, Within the fermer's control, at given level of pric2s, farm 
income is closely releted to the amount of cepitel used; 
hence the very greet effort of the farm family to add to thoir 
eapital resources even 2% the expense of better living. We 
ere in & period of rapid technological change. Many of the 
changes call for using more capitel. ‘rrmers elso want to 
shorten the working hours end this frequently calls for using 
more cevitel. AY 
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2. The femily living side. 
—— ee oncmaneeal 

a. Rurel stendards of capitel used in living heve generally been 

lower than for ople ron tae similer education o2nd.income levels 

in urban ees Wo now see a strong tendency for rursl people a 

to try to “entch up." Housing and equipment are expensive. 

Less can be done than formerly by the family itself - furnace, 

equipment, wiring, ¢tc, Qn some ite ms , the farm fomily must e 

pay & highcr price mer unit. On others, farm costs are lower. 
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es now dosire & greater range of choice in food, 

dq ay rnishings for the home. They are asking -for' en 

mmunity and’ public program in better heelth, recreas 

imiler services; All of these call for more use of 

aednomy snd an increaso in the cash expenditures for 1 

5 

eof farm women to shorten their working hours and * to 

site more in social effeirs of the community tonds to 

inerorse the cash needs. It my clso decrense the emount of 

home food production, clothing construction, Ste. “TAs is 

offset somowhr t by aie labor soving equipment end perheps by 

more efficiency in homemaking. 

d. -Femily: living stenderds ere incrersing in other directions, 

many of which vill require cddition.1 expenditures. « longer 

form l educstion for the children is mere cxpensive to the 

fomily. gn eee went more cducetion for themselves and this 

costs money. As rocds end transportrtion focilities. improve 

(they cost more, too) the femily's interest widens gceogreph- 

ically. This calls. for more miles of travel per yerr, more 

eating away from home, a wider vericty of clothing and so on. “ 

es. Fermers tend to renk form ownership vary one in the use of 

their Mest They elso tend to veluc innd too hichly. Partly 

they went to owm lend for profit rensons, orrtly for erases 

and partly for reasons of p paspaagiee A good many becausc they 

hope to obtain windfrll ge uc to increasing lend prices. 

Over tho yerrs, this ides is dying out. Reecntly, this reason 

got & big dose of stinulean Ke et Fe pte 

yi 
becruso of the rising lend prices Be 

during the war. ileny fermcrs ero tempted to buy end hold lrnd . 

for this resson 2s well cs for operrting usc. ‘ 

be Mrny farm families expect to furnish their own old ago secur= 

ity. They gonerrlly heve shown Litt le interest. in other al ter= 

natives. Not only this but they fool thet they ought to ac- ; 

cumulaté sufficicnt capitel so they crn live off their capitel ‘ 

income in old cge rather then consume their sevings in lnter 

life. Thus the hich "propensity to seve" cmong fermers for 

this reason among cthers. 
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©. Boceuse of the wey farming is organized (in family owned farms 
end farm property) and becsuse of our inheritence peattcrn, farm 
apitel is constrntly being transferrcd from the farm to the 

non-farm populetion. Thus there is a constant “loss" of farm 
capital due to the inhcritence factor. No one has proposed eny 
acceptable alternate. The cost of raising and educating farm 
children who go to non-farm work (about helf of them) is snother 
arsin on farm income which benefits the non-farm populetion as 
well ~s the individuel. Meny families expect to help the chil- 
¢ren who stay on the farm get sterted in setting up housekeeping 
end in getting ferming under wey. 

These, it scoms to me, sre th basic élemonts th-t must be taken into 
account in any discussion of the division of expenditures between the farm 
end the family. 

C. They =lso need to consider the possible sources of purchasing power 
being used for these various purposcs. They do not oll rest on the 
same footing. 
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Accumuleted savings that are not yet put to permanent use by the 
femily. Such savings may be cither consuncd or invested, They 
may go into cithcr productive use (the firm business) or non=-pro- 
ductive use, (family living). If they are unwisely used, they 
constitute opportunities forcgone rather. than endangering the 
future. 

: 

Current income, The amount of this is hishly erratic due to the 
neture of ferming. It is much nore erratic in some ares than in 
others; more so on some types of frrms than others. This frct of 
erratic income must be rceleted to the much stcedicr current cash 
necds of the femily living. The trend is towerd morc ond moro of 
fixed expenditures in living; monthly clectric and telephone bills, 
locker rent, insurenee cof numerous kinds, such as life rnd hospital 
insurance as well as property, the dues of organizetions and social 
groups, ete. In addition, current upkeep costs inererse cs capitel 
investments in household equipment ere added. Neither will farm 
income keep in step with the price level of items used in frmily 
Living. : 

Credit. We mst distinguish between credit for production snd thet 
for consumption including housing. Since we heve not yet stabil- 
ized our American "boom end bust" economic: system, risk may be con- 
Sidcrable whether the borrowed money is used for production or in 
living. Neither do we heve 4 well organized medium term crodit 
system which is needed for meny femily living investments. 

Pies 

Another source, ever: the. longer run, is thet of inheritances. Since 
the time that such inheritance may he available has no usual rela- 
tion to frmily needs or other similer frctors, it is not easily 
brought into the plmning process, But it may be of considerable 
importence, When aveilable, it brings in many of the seme plenning, 
probloms as docs ccunulated savings. However, sentimental consid- 
eretions are morc apt to guide its usc. 
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We should belyv ferm people ses their ore blém "es wrote 
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The rele of sducators. COS fee tate teers, Aerts Sich eet 

First, we rise betweon 

home economis Fie , rere econch 

4 of. al ms $i so” intsrreélaved wun 
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ferm end tne fanily side, “Thess Fre 

scldom be discussed seporetely. 3 
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wife are involved, both in ‘plenning and carrying Ob cecisions, 

They will need specific. informetion on perts ‘of the problem. Fer 

exemple wo cen supply-such frets ase 
i ” 
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a, Wht -edditionel capitel will Likely return if) pasgaa tig tar 
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Whey it will cdéd; comfort, convenience, v.ppearrncec, savo time, 
Ww + er a ce i 3 2 3 vw 

éte. (fonen :lso count in onicymont and sccial prests Ge) 

de> Possibilities fer irpreving the non-mrteoricl Living level of 

the fantiy'. ‘Thi of Sc } 

e, The kind, nature and ecst of altornste sccurity possibilities 

for th Daa ondoney to bid land* prices up on. thenselves, 
ats 5 

reduces 

f, The problem of property transfer 1 4 

o farm in the foily is cften-the goal. But there arc mony 

pitfalls, 

Nete’ thet the ebove flhost inyrriebly calls for? familys 

tors eannot, we daro not, try te-set up ‘the patter 

thet any individurl fremily should try to fellow.” Also sin 

not know much about the Lloncer run future, we esnnot 

preise ‘the possibilitics «na risks in rny given comps 

the frmily Life cycle, [uc canecne shoule furnish speci 

informetion. ‘ie clso nucd to help people think through choices on 

weich valucs 
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We nocd also to rémind them thet. the world is’ dynamic so de 

mist nesrly flways te modified in the future, ne 

in "Hd vdine for’ 200 Yorrs,,” he 2 ee ave at fle 
end spending develops. orr t 

The tools we use should not be too complex or detailed, ne ither 

should they be so sinple as to herve Littlo use. Frm pooplo ere 

net very adept at pencil work, though they are improving in this, 

but they are used to shining about complex shite 50°? so we should 

not underestinate the 

language. : 



1 on the problem of balence between farm and end 
s is not an exact and easily developed process, It 

t be approached with the background of the people in mind with 
mwe are working, It requires 2 good deal of versatility on 

art of the educator, a real interest in their problems and 
8 onsiderable amount of technical knowledge. Farm people find 

Pe _ it useful though the results of such education do not lend them- 
bs ry selves well to the traditional poe for reporting. ea nS ta 
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