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How Is Farm Fmanctal Stress Affectmg Rural Amenca? By Mmdy Petrulls

Rtrral Economtcs Dlvlsmn Economlc Rcsearch Service; U.S. Department of
Agriculture. Agricultural Fconomic Report No. 568.

Abstract

Recent farm ﬁnanclal -stiess has hn the Mtdwest the hardcst because farmmg thiere
is spectahzed and the Mldwest s overall economy has not rebounded Yrom the
1980-82 recessions.. Though the nuniber of farmers working off the farm is gx:owiﬂé

nationally, more plentiful ronfarm jobs in the Northeast and South have helped

offset farmers’ financial stress. Economically. diversified and aertﬁely settled areas

with y younger residents have fared best; whxie heantv farmmg dependent areas have

fared worst and lost population: This report contains indepth comiparisons of rural
America's current economic health by region and by reliance on farming.

Keywerds’: Ag'ribii.{iiieiﬁ,; faﬁﬁiﬁdﬁfafiﬁ liﬁkagéi, dEbt/'aééet ratios; diversification,
metro, nonmetro, population, regicn.
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Summary

Farming-dependent counties are some of the most economically distressed parts of
nonmetropolitan America because their inability to diversify economically has left
them vulnerable to changes in natural resource markets, commodity prices, and-
farm conditions. The Midwest has been hit hardest. This report contains indepth
comparisons of raral America's current economic health by region and by reliance
on farming:

In the last few years, the farm sector has faced excess capacity; low commodity
prices, dependence on export-oriented crops coupled with shrinking foreign - -
markets, downward pressure on farmland values, and persistently high debt levels.
Nonmetro farming-dependent areas are feeling the impact the most because their
economies can no longer offer adequate alternatives to displaced farmers and can
ill_afford the retail and service job losses bound 6 accompany outmigration. The
report suggests that these areas will need hielp from State and Federal Governments
to provide a stable environment for econoniic growth and to smooth adjustment to
population decline.

Among the report’s major findings:

Farm sector distress

*  The greatest proportions of highly and very highly leveraged farms are in
the Northern Plains, Lake States, and Corn Belt. More than 25 percent

of the farmas there are saddled with debt/asset ratios of 40 percent o
more; a high proportion also has serious cash flow problems.

®  Farmland values have dropped the most (30 percent or more) in the
Corn Belt, Lake States, Northern Plains, and Delta States. Post-1981
declinies have been most dramatic in the major farm States of the
Midwest.

*  Farm financial stress has hit the Midwest (particularly the Corn Belt) the

hardest, because farming there is speci-*zed and its overall economy has

not recovered as quickly from the 1980-82 recessions as the rest of the
courtry:

*  Dependerice on major export-oriented farm commodities, th;sei;q:)é;ts
have drepped 42 percent since-the.r 1981 peak; continues to be greatest
in the Midwest and the Delta States.

*  Farming-dependert communit’ s located closer to processing ceriters and

urban markets appear to be ferding off farm fiscal stress better than

those more remote:

Nonfarm income

*  Nationally, off-farm income is on the rise, increasing from 40 percent of
total farm family income in 1960 to 60 percent since 1981. The nonfarm

sector_appears to_provide more of a safety net for economically stressed

farm families in the Northeast and South than ini the West and Midwest.
i
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Economic diversification
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cent of the Natlon s nonmetro farming dependent counties dunng
1980 84 ...arply contrastlnngxth populatlon drops in only 29 percent of
other nonmentro countles The proportlon of farmlng dependent coun

percent in Appalachla.
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Mmdy Petruhs, Bernal L Green,

Fred Hines, Richard Nolan,
and Judith Sommer*

Introductxon

U.S. agriculture faces serious financial problems taday.
Many U.S. farmers are saddled with hlstoncally hxgh

debt/asset ratios. Some are so.deeply in debt that costs

of servicing loans will be too high for them to continue

Qper;umg at recent levels. For regions, States, and com-

munitics that rely heavily on farming, financial stress of
farmers translates to areawide distress, at least in the

This report describes how American rural communities

are faring in the wake of the farm sector’s financial

crisis. The report chronicles the role that agriculture has

played. in the economic development of the Nation and
identifies regions which have most suiccessfully provided
nenfarm jobs to displaced farm operators. It identifies
factors leadmg to the current farm crisis and indicates
the dirensions of the preblem, Pinpointing the location
and characteristics of today's farming-dependent regions
and counties; the report compares links between farming

and farrn -related mdusmes in ﬁmenea 5 farm produc

mformauorl on factors wluch affect a reglon § or-com-
munity's vulnerabxllty to the curfent crisis in_agriculture
and on areas which are most ably diversifying their
economic bases.

Hisorical Perpeciv

which rehed mcreasmgly on manufactunng, and now_to

one oriented more toward service-producing industries.

For over 200 years, millions of Americans raised on

- *The authors-are cconomists with the Agricultare and Rara)
Economics Division, Economic Research Service, U.S. Deartment of
Agriculture.

A
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farms or. msmall farm based communities left thelr

birthplace to find employment in urban industrial -

centers. The first official U.S. Censiis of 1790 found that
95. -percerit of Amencans hved in rural areas. By 1980,
only abouit 25 percent of Americans lived in rural areas:
and the-majority of these 59 million people followed

economic pursuits outside agriculture. In fact; less than

10 percent of the rural population lived on.farms, and

these 5.6 million farm residents represented only 2.5 per-

cent of the American population.

ﬁmencan agnculture has played a plvotal role in the .

Nation's economiic development Technological advances
in farming have made U.S. farmers more productive but
also more dependent on purchased inputs and processing

and marketmg services from the nonfarm economy. The

efficiency gains greatly reduced demand for agricultural

labor, creating a surplus of farm-born and farm-reared.

workers. This labor surplus provided resources for rapxd
growth of the nonfarm economy. However, labor demaiids
varied among regions,-and not all areas of the country
were equally successful in providing nonfarm jobs for
displaced farmers. Also, nonfarm demand for labor has
varied over time. The g-owth of the large manufacturing
cities in_the Northeast and Lake States during the late
19th and early 20th centuries exemplifies the early siic-

cesses that some areas had in creatmg new jObS for ,
areas of the 7M1dygcst 7South, and West also g grew and at-
tracted surplus-labor from American farms and farm-
based communities.

Durmg most of thé post- World War II penod many
rural areas experienced employment decline or slow
growth. In the 30 years between 1940 and 1970, the in-
crease in total nonmetropolitan (nonmetro) employment
was only three-fourths of the increase from 1970 to 1980

(table 1). Although many rural jobs opened np in manu-

facturing, construction; and government and service-

producing industries; job losses in agriculture and other



Table i:iaﬁiisu;;i;;éit ’cﬁiﬁgi in nonmetro United States

Industry 1940-50 1950-60 1960-70 1970-80

Million employees
Total 208 0326 207 599
Resource-based -1.1 -234 -132 -.18
Service and .government 1.82 1.68 2.20 4.:41
Manufacturing and s i c oo
construction 1.36 92 1.20 140

INunmetro status is based on designations applied by the U.S. Office
of Management and Budget in 1974 (5).

Source: (21).

natural resource. ¢ industries such as forestty and mmmg
were largely offsetting. During this period, nonmetro
areas -vere- sxmply unable to generate sufﬁcxent Jobs to

metro areas gamed only one manufactunng _|ob for every

three they lost in the natural resource industries.

By the 19605. galns in manufactunng were. begmmng to
balance losses in the natural resource. industries. Finally,
in the late 1960's and early 1970’s, a large number of
rural communities began to gain sufficient nonfarm jobs
to more than offset their losses in farm employment
This turnaround in the total eriipltiyiiient i:ii’c’t’ur?-

producmg Jobs JertaL Arnertca Inmasﬁ dunng the
1970’s occurred in_government and other service in- .
dustries, manufacttmng construction, and even in the
natural resource industries. - Manufactunng employment

contlnued to increase rapldly i -fioninetro areas diring

the 1960's and 1970's while it ﬁltered in metro areas.
Associated with the rapid employment growth was the
well- ﬁﬁbliéii?d revival of rural ’pi:ii:iula"ti’dn grBWih (n.!
In fact, the population growth rate was 1% times higher

lnmral areas and small towns than in metro areas dur-
ing the 1970's.

The current financial distress amgng farmem farm.

lenders, and farm-based regions and communities is

rooted in excesses induced by. the inflationary conditions
of the 1970's and exaggerated expectations of worldwide
demand for farm products. These excesses made it ex-

'talicized numbers in parentheses refer to items ini the Refercncss at
the end of this report.

tremely difficult »r impossible for many farmers to ad-
just to the radica.ly different economic conditions of the
1980's.

Throughout the 1!170 5, U S ag'ncultural capacxty ex-
panded rapidly as farmers took advartage of accelerat-
1ng lnﬂatlt)n and very low ‘to- negatlve real interest rates

inflation rate) (fig 1). Durlng that decade the value of
the dollar declined, making American products for ex-

port progresswely cheaper; agncultural exports more

than quintupled (fig. 2). Farmers responded t5 these
favorable conditions by borrowing heavily to invest in -
new caplta! equipment, new and costly produgtlon teeh
niques, and increasingly expensive farmland. Farm debt
rose, on average, more than 10 percent annually and
tripled by 1980. Land values rose even faster, creating
the expectation on the part of both farmers and lenders

that investment in ag'nculture would always be highly
profitable and relatively free of risk: In this environment
of rapid exparision, U.S. agncultural produetlon surged
and agribusinesses and farm-based communities and
regions prospered.

By the early 1980's. the forces that had driven economic

expansion had rcversed direction. Worldwide recession. -

and the dollar's rise in value reduced the export demand
for U.S. products At the same time, relauvely hith loan
rates for U.S. farm commodmes whlch set a floor under
domestic prices of Government-supported farm eommod
ities, provided incentives to other countries to-substan-
tiéllji increase their grain supply. Former fdrEigii

customers entered_the world market as U.S. competitors.®

By 1985, these economic forces combined to sharply __

lower farm commodity prices and cut U:S. farm exports
by 33 percent from their peak of 1981: On the cost side,
fagners were -hiirt as stringent fmonetary cpntrolg curbed
inflation,- real interest rates climbed -to -unprecedented
livels of 8-10 percent, and prices paid by farmers for
farm inputs (including interest; taxes;, and wage rates)
began to exceed the prices they received for farm prod-
ucts (17).*. As net farm income fluctuated and real net
farm income declined at a steeper rate in 1980-85 than
in the previous 5-year period, land values fell (15). The

situation develqped because of expectauons that fFeturns

cipétatmns nor were. they aceeptable to their lenders in

the changed economic environment of the 1980's:

- ’For an- enluanotrof the eﬂ'eet: of- the dollars apprecunon on U. S.

prices; exports; and grain stocks; see (8).
3See (12) for a discussion of the macrocconomics of agnculture aid
its effects on rural America.

8§



Major Economic Indicators of the
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By 1986 farmland values had decllned 27 percent from

their 1981 -peak for the Nation as a whole, and values in
some farming-dependent States and regions fell by __
almost 60 percent. As a result, many farmers who had
borrowed hcavxlym the late i970 5 to buy hlgh prlced

solvcncy For. example on Janua!y 1 1986 nearly 9 per
cent of U.S. farmers were very hlghly leveraged with a
debt/asset ratio of over 70- percent, and some were
operatlng under extreme financial stress.

The eharp deterioration of ﬁnanctal condltlons in the

farm economy. is now forcing some farmers_to curtall

operations or to drscontmue farmmg éntlrely Of course,

tant trend through most of the ag'ncultural hlstory of the
United States. What distinguishes today's displacement

from some earlier ones are the changed characteristics

and economic position of the farmers who are leaving

agriculture. The rapid decline in the number of farms

and farm poputation between 1950-70 was caused main-

ly by mechanization and other laborsavmg innovations.
That development encouraged some ﬁrm famrlxes to ac-

or replacements were attracted to urban areas by the
availability of higher paying jobs. Today, displacement

extends to the larger and more efficient farm operators
who made investment decisions based on the favorable
ecanomic environment of the 1970's, a situation dras-
tlcaily different from. todays environinernt of low farm
prices, declining land values, and pessimism -about the
future of export markets. Because much of the economic
distress now is concentrated in about 11 percent of farm

operations, displacement has chiefly involved ownership

changes of some existing farms rather than substantial

declines in the total number of farms;

What Makes an Area Volsersble?

T'hee&‘fetsoftheamemMEu;mUS

agriculture on rural regions and commuriities de-

pendmoltlyonmdxﬁcmn—- -

N
Emap

’i‘he Farm Sector’s Ecorioriic i—iéﬁltl’i

Three major indicators of the economic health of z a reg:on s

or State’s farm sector are farm debt/asset ratios, changes

in the value of farmland; and the importarnce of export-
sensitive farmi commodities to the local farm sector.

Debt/Asset Ratios

The ratio of debts to assets.is one. of the > Major | lndlcators
of a farms overall fi nancral soundness - Typically, farms
are con51dered to be hlghly leveraged if thelr debt/ asset
have problems meetlng repayments on debt . prmcxpal
but they still have adequate net worth_to collateralize
loans. At debt/asset ratios of 70 percent, many farmers
have problems meeting both their principal and interest
commitments. As their net worth declines because of
fallmg land values many of these farmers approach
insolvency.*

Q§BA s ﬂzrm C’osts and Retum:s Survey. conducted in
the spring of 1986, showed that the Northern Plains,
Lake States and Com Belt have the hxghest proportxon
each,of tl';e.se farm productlon,reglons, more than 25
percent of the farms are saddled w"l,',dibl/, asset ratios _

some of thejnghest proportlorrs (rangmg from 12- 20 per-
cent) of farmers with the most serious financial prob-
lems; not only high debt/asset ratios but also cash flow
difficulties. The high proportlon of farms under poten-

tlal and actual f' nanc1al stress .in the Midwest may be

medium-sized farms, whlch tend ,to,have,,hlgh,er debt/
asset ratios; and by the high number of farmers_
specializing in cash grains and dairy products:® Pro-.
ducers in the Corn Belt and Northern Plains depend
heavily on cash grain farming and therefore have been
especially hard hit by farm commodity -price declines in-
duced by the strong dollar and weakening international
markets for U.S. grains and oilseeds. In the Lake States;,
financial stress is high because of concentrated dairy
farming which has been affected since 1982 by falling.
milk prices and; consequently, by declines in land and
herd vzlues: The critical factor, however, has been the
sharp drop in farmland values which has rediiced asset
values and thereby increased debt/asset ratios.

- 4By definition; farmers are technically insolvent when their
debt/aset ratios exceed 100 perceiit.

*In this report. the Midwest refers to three farm producuon reg:om

the Comn Belt; Northern Plains. and Lake States:

0
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s of the Continental

Unlted States

Table Z—stmbuuon of troubled or potennally troubled farms by regmn, January 1; 1986 o

B Potential ﬁnauﬂaum:ss e ———— A'ctiiéii financial stress

Region Highly leveraged Very highly leveraged Highly leveraged, very High debt/asset ratios

{40-70 percent_ €70-100 percent highly leveraged. and -- (over 40 percent)

_ debt/asset ratio) debt/asset ratio) technically insolvent! tive cash flow®

Percent

United States 12.7 4.6 21.3 1.2
Northeast * 93 5.3 14.0 6.6
Appalachia 6.7 1.1 93 5.7
Southeast 9.8 3.4 15.8 7.9
Delta-- - 7:7 3.0 16.5 11.3
Comn Belt 15.6 5.6 26:3 11.7
Lake States 19.1 7.3 52.8 19.8
Northern Plains 17.6 8.8 33.2 17:1
Southern Plains .9:.0 3.2 15.2 -8.0
Maountain 16.0 4.9 238 12.2
40 16.6 7.8

Pacific 105

1chhmczlly msolw-m refers 1o farms with debe/asset ratios over 100 percent
. 2Cash flow refers to riet cash opcratlng income of farm households and reflects estimated pnncnpal repayments, nonfarm income; and estimated

Emlly living allowances.

3U.S. totals do not include Alaska and Hawiu

Sources: (?, 7).
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Ghanges in the Value of Farmland

1977 81 and then fell 27 percent durlng 1981-86. The

largest declines, 50 | percent or more: occurred in the
Corn Belt, the Lake States, the Northern Plains. and the
Delta States (table 3). Although State-to-State percent-
age increases in farmland values during the earlier -
period tended to he fairly uniform, declines since 1981
have been. niost. dramatlc in the major farm States of the
Midwest (16, 20). In lowa, Minnesota, and Mebraska;

the average value per acre_of farmland has dropped

more than 50 percent. In these States and in Illinois,
Indiana, Kansas, and Ohio, the land value declines

more. than offset the galns made d| rmg 1977 81 ﬂtates

actually experlenced steady increases in farmland value;

Recent declines in land values are an mtegx.u part of the

financial distress in the farm econiomy because farmland
accounts for about 75 percent of total farm assets.

Lower land values create difficulties not orly for farmers
but also for farm-related businesses and rural commu-
nities. For example; rural banks and credit institutions

in farming-dependent areas are faced with a growing
volume of problem loans; some local businesses suffer -
losses because farmers are unable to pay for goods and
semces purchased on credlt, and rural commumtles that

budgetary problems and éven cus in publlcly provnded
goods and services.®

Dependence on Export-Sensitive Farm
Commodities

Growth i in U 5 farm ex; s spurred investmerit iii the
farm sector durmg the mid- to late 1970's.- During

1975 81, the value of farm exports doabled. Farm com-
modities that contributed heavily to this growth with.
large percentage increases were corn (79 percent) wheat

(52 percent), soybeans (116 percent), and cotton (128

percent). These commodities accounted for 50 percent of

the growth in U.S. farm exports from 1975 to 1981.

Smce thelr peak of 1981 - exports. of these major com-

§lackemng forelgn demar.d partly due to i increases in
world production and stepped-up domestic_pre . action in
importing countries, has cut both the volume and prices

of exported U.S: commodities and consequently reduced
farm income: For example, in fiscal year 1985, wheat -
productlon in importinig countries increased whlle world
consumptlronrbegan to decline, thus dampening the de-
mand for imports (18). At the same time. U.S. wheat
exports dropped 32 percent to 28.5 million tons, and the

U.S. share of the export market continued to fall. Ship-

ments to the USSR declined. the most (62 percent), drop-
ping the Soviets to second place among purchasers of
U:S: wheat and elevating Japan to first place. However,
Japan, too, has scaled back its purchases. A record
harvest in the People’s Republic of China in 1984/8%
allowed the Chinese to cut total wheat purchases to 77

- SFor a-discussion ai:d ani assessmient of the i nmpacts that decllnlng
farmland values have on local government spending, see (13).

Table 3-—-Farm real estaie values from 1977-86: Average valuc per acre of farmland and bunlnmgs by reglon'

Region 1977 1981 1936 1977-81 1981-86
........................... Dollars ~-:2ioiiiiisiii . -w-- Percentage change® .-

United States’ 474 819 596 42:1 ~27.2
Northeaﬁt 887 1,865 1,418 35.0 -8.5
Appa'achia 650 1,098 984 40:5 -10:0
Southeast 636 1,126 996 43.5 -11.5
Delra - 548 1,146 796 52.6 ~30.5
Corn Belt 1,098 1,776 902 8.2 -49.2
Lake States 669 1,248 702 46.2 -4835
Northern Plains 825 535 328 89.8 - 89.6
Southern Plains 318 510 229 876 -8.7
Mountain 174 308 - 248 43.5 ~19:5
595 1,248 1,105 52.1 11.1

Pacxf ic

1Farm real estate values are as of lj‘ebruary 1.

2Based on index of average value per aere, 1981 = 160.

SU.S. totals do not include Alaska anid Hawaii:

Sources: (16, 20).
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percent of the previous year's volume and U S wheat
purchases to only 30 percent of the fiscal year. 1984 level

and Australla aggresswely pursu1ng the wheat trade w1th
lower prices, the U.S. position has deteriorated . __
significantly. In States and communities where produc-

ing wheat and other -export- sensltlve farm commodltles is

In every farm producuon regxon dependence on export-

semsitive farm commodities increased between 1978 and
1982. Bunng this perlod the percerntage of total gToss -
sales from the four major commodttles more than doubled

have the,greatestoverall,dependence on export-onented
farm commodities. About 25 percent of all the nonmetro
counties in these areas are highly dependent on com-
modities whose export markets expanded rapldly durmg
the 1970's but shrank substantially during the 1980's.” In
the Delta region, export-oriented conimodities accounted
for 40 percent of all farm sales in 1982; in the Midwest;
sales of those commodities ranged_from 49_percent of all
farm sales in the Corn Belt to 25 percent in the Lake
States (table 4). In contrast; sales of export-oriented
commodities amounted to only about 14 percerit of total

farrn sales i in the Southeast 12 percent in the Pacific

A few States produce most of the export-sensitive farm

commodities. In 1982, for instance; seven States produced
75 percent of the U:S: corn crop (table 5). Seven States
also produced 66  percent of the soybean crop, 57 percent
of the wheat crop, and 89 percent of the cotton crop.
The Corn Belt States of-Iowa, Illinois, and Indiana pro-
duced 48 percent of U.S. corn and 40 percent of U.S.
soybeans. Iowa; whose entire economy depends highly on
farming and farm-related activities such as farm =
machinery manufacturing, produced 20 percent of uss:
corn and 15 percent of U.S. soybeans. Other examples -
are Kansas and North Dakota, which together produced
28 percent of the U.S. wheat crop, and California.and
Texas, which together accounted for 49 percent of the
U.S. cotton crop. Within these major producing States,

those communities that have little economic activity out-

side the farm sector are currently hard pressed to find
new options for economic growth.

- 7We del' fine counties hlghly dependent on export-onented fan'n com-

modities as those in which value of farm sales from wheat; corn soy:
beans, and cotton account for 50 percent or more of total farm sales
value. P
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x armmg-Dependent Gountms

Farmlng dependent areas, dellneated as countles States
or regxons can elther be deﬁned in terms of the relatlve

and marketing 1ndustnes) or in terms of the relative im-
portance of farm income to the local economy. For ex-

ample; States in the Northem Plams and in the western

Corn Belt depend to a large extent on employment in
farming and in agribusiness industries (fig. 4). In Iowa,
Nebraska, North Dakota, and South Dakota, employ-
ment in the ag'nculture complex exceeds 30 percent.

In nonmetro America during 1975-79; there were 702
counties out of a total of 2,443 in which farm-related
earnings constituted at least 20 percent of all county
earmngs (ﬂg 5).8 Thlrteen percent of the nNONMetro.

heawly capltallzed farmlng mdusterwJuch depends on_

agricultural conditions such as soil productivity and type

of enterprise and is vulnerable to changing interest rates,
forexgn exchange rates, and national agncultural pollcy
decisions.

Many farming-dependent counties have not succeeded in
attracting a sufficient number of nonfarm jobs to fully

offset losses in farm_employment. Between 1950 and

1970, a perlod of heavy movement out of ag‘nculture

dependent cotinties-of the Mldwestem States fared poorly
total employment declined as new jobs in manufactur-
ing; construction; and other nonfarm industries failed to

match those lost in farming:

Between 1976 and 1986 the populatlon of farmmg
dependent counties grew only 8 percent, which is quite
low compared w1th -a 17-percent growth rate in other - -

nonmetro counties (table 6). Moreover, as farm financial
conditions worsened during 1980-84; over 50 percent of_

the farming-dependent counties lost population. It there-

fore appears that general demographic changes are closely

linked to agriculture in farming-dependent areas. Also,
the pattern of small, widely dispersed population groups
which typifies the farming: dependent counties makes it
difficult for many of these communities to provide an

8For the methodology to delineate farming-dependent counties, see
an.
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adequate public infrastructure to support job growth in
nonagricultural industries.

Farming-dependent counties receive, on average, over 33
percent of their earnings from farming compared with.

less than 10 percent foi other nonmetro counties:; More-.

over, farming- dependent counties obtain only 10 percent
of thelr intome from manufar.tunng Bccause the nonfarm

any. many | farm ﬁmllles have dlff' culty ﬁndmg off farm
jObS to supplement their farm eammgs Thls situation

declmmg and farm families are unable to maintain total

household income:

What Limits Growth in Farming-Dependent
Arcas?

Some counties tradiconallytid to farming have
not far?d as well as others in iﬁiﬁiiiiﬁ ii?ﬁ in-

[5‘553,“11, their. growth? Factors rcstm:tmg growth

in the nonfarm sector of farming-dependent com-
munities include—

d physncal eapatal onented toward fanmng
that has limited use in other sectors of the
economy;

1
%
4
3
F
g;
‘é
s
‘g

sarily transferable to nonfarm jobe

* a lngh proporuon of elderly residents; and

a jmall,andgeographncally dispersed

population base:

Thae condmon‘s make it parucularly dxfﬁcult for
farm-based iural communities to diversify economic

activity and participate more fully in the general
recovery of the U.S. economy.

Farmmg s Links to the Economy
of Rural Areas

economy depends on n the size of the farm sector and how
closely it is linked to the nonfarm sector. The effect will
be small where agricultural production plays a minor
role in the local economy. It will also be small where
farmers typically bypass local communities to buy inputs

or household items in larger, more distant trade centers;

8
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or where crops and livestock leave the local area for
processing.

The food and fiber system accounts for neariy 33 p"r-

cent of the jobs in nonmetro America (table 7). .Of the
6.3 mllllon nonmetro _]ObS assocxated w1th agnculture

of the other food and f'ber jObS are found in agncultural
mput mdustnes (4 percent) agrlcultural marRetmg and

wholesalmg and retallmg (26 percent).

:.3The food and fiber system includes employment mﬂﬁrmmg and "’, al]

businesses required to support the production and -eventual delivery of

food. clothing. shoes, and tobacco to domestic and foreign consumers.
For:a description of agnculturally related mdustnes see the appendlx

tahle -
.'’Data from the 1980 Census of Populanon show only 7.2 percent of the
HONTEEro employmient in agriculture, compared with 14.2 percent from

the Bureau of Economic Analysxs (BEA) U.S. Departmem of Commerce

that probably explam most of thgg discrepancy. The BEA data identify
'r mcumbents hve

jobs by where they are Iocated rather ‘than by where

numbers of n

nonagricultural jobs are counted in the nonmetro job total in thr Census
data and reduce the agriculture. percentage. Also,-the Censy- Bureau
identifies only _principal employmggt _Thus;- the Iarge minori y of farm

people who spend-a majority of their work time in nonfarm ¢ bs da ot
show up .in agriculeural employment ir the Census data but do s0 in the

etro resndent§ who commute to MEtro areas to woTa in

BEA data, which identify all agricultural employment whether it is secon-
dary or not.

Table 4—U.S. producer depziidesioe on export-i tiented

commodities

B Value of farm sales from wheat;
Region corn, soybeans; and cotton
1978! 1982

Percent

United States? 21.5 26.2
Northeast 73 7.4
Appalachia 18.4 19.3
Southeast 10.0 14.1
Delta -~ - 25.8 39.6
Corn Belt 45.1 49.0
Lake States 24.1 24.9
Northern Plains 25.8 30.0
Southern Plains 7:5 17:8
Mountain 10.4 17.7
Pacific 87 122

= 1Sales data for corn; ‘wheat; and soybeans are unavailable for 1978.
Estimated sales for 1978 were obtained by using the 1982 proportion of
com, wheat, and soybeans in total grain sales and applying this

per;emage to the value of grain sales in 1978

Source: (23).
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Table 5—Major producing States of export-oriented farm commodities, 1982

Com . Wheat _ — -
S g Cumulative percentage Cumulative percentage
Rank! State of United States Rank! State = —of United States
Production = Acreage = - - Production Acreage
1 Towa 20 18 1 Kansas - - 16 16
2 Illinois_ 39 35 2 North Dikota 28 80
3 Indiana 48 43 3 Oklahoma 85 39
4 Nebraska 57 53 4 Montana 42 46
5 Minnesota 65 61 5 Washmgfori 48 50
6 Ohioc 7 67 6 Texas 53 57
7 Wisconsin 75 71 7 Miririesota 57 61
Soybeans , Cottoni__~ ~~ = _
- Cumulative percentage L - Cumulative percentage
Rank’ State , of Umled States Rank! State _ of United States
) Production Acreage Production Acreage
1 Illinois 17 14 1 California 25 13
2 lowa 32 16 2 Texas a9 60
3 Indiana 40 33 3 Mississippi 64 70
4 Missouri 47 41 3 Arizona 74 75
5 Minnesota 55 48 5 Loiisiana 81 81
6 Ohio - 61 54 6 Arkansas 85 85
7 Arkansas 66 60 7 Alabama 89 88

IRankings apply only to production.

Source: (24).

\\"

'gure

[ 10-49 percent
Hl 50-99 percent

R 100-14.9 percent
HEB 150-19.9 percent

MR 20 percent or more
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Farming-Dependent Counties'

1/ Farming-dépéndent counties aré defined as those which derived 20 percent or more of labor and proprietory income
from farming over the 5 year period from 1975-79.
Source: {11),

Nonresource-based Industry Jobs Created per 100

Lost in Resource-based Industries, 1950-70'

Number of jobs

250 7 e Do . B
Service-poducing job sector

Manufacturing and construction job seclor

200

United States Lake States Plains States Midwestern farming~
- nonmetro . nohmetro nonmetro dependent counties
ILW’.’(;’)’ 2500 Industries an agrioulturs, forestry, fisheries, and mining.
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Table 6—Selected demographic and ecoriomic variables: Farming-dependent counties versus other nonmetro cotinties

Varnables

Unit

Farming-depen:dent counties'

Highly

Most h’igh’iy
dependent

dependent?

Mbdbréigly
depend :nt

Other
RoRMmietrs
counties _

Demographic:

Populatioii change

1960-70

1970-80

1980-84
Population per square mile, 1980
Population aged 25 and over who
- completed high school. 1980
Populdtion dged 65 and over, 1980

Economic structure:

Manufacturing, 1979

Farmers who worked 200 days or
more off-farm, 1982

Economic well-being:

Per capita peisonal incoriie, 1980

Per capita transfer paymerits; 1979

Per capita Federal outlays for
commodity agriculture, 1980

Per capita total Federal outlays; 1980

Thou.

Pct.
do.

Pct.
do.

do.
Dol.
do.

do.
do:

-9.3 -
6:8 1
10 1

60 58
16.3

‘:0-,7
11:6
3.2
16.6

25

56
15.4

23
16

—
—00 w3 Ot
—— 00l QW

13.3

39
7:311
1,071

.-
1,495

Note: Population growth rates are based on weighted averages.

Labor and f);oi);lclor income (LPI) from far

ing accomited for 20 percent or more of tot.
in each of the thtee groups of farming-dependent counties and 1,741 other nonmetro counties.

al county LP1 during 1975:79. There are 234 counties

_2LPI derived from farming in the top third group was 37 percent or more of total county ificortie. Fst thie middle third, it was 27 to 87 percent.
For_the bottom third; LPI was 20 o 27 pereeiit. e
3These kinds of transfer payments include Social Security and Medicare. They exclude Federal farm subsidy payments.

Table 7—Agricultural employment links in the nonmetro areas of U:S: farm production regions, 1

982

Direct agricultural links

'consumpuon

links -

Farm.

Region
sector’

industries

Processing and

marneting
industries

Total
. agri-
business

Food and fiber
wholesaling
and retailing

- Total
agricualwarally
related

United States® 14.7 1.

Northeast. 6.

Appalachia 13.8 :
Southeast 12.6 1
Delta
Corn Belt

o

16.4

17.6
21.9
19.6
1.2
154

Lakes States

Southern Plains
Mountain
Pacific

15.3 1.

Yt s (DN e
O e NV oy

NS

—

Percentage of total employment

6:0 7.2
5.7
11:0
12.8
8.
5,

W~ — OO0
WO =00 WO |
00ISI IS ~1.O
Lo IO N e

ol v

3.9
15
3.8
2.3
2.5

% 0 01 iy on
OV =3O ool O
p:q:mwmwoz‘
QO OV OV 00 O

32.7

27.4
34.3
35.5
33.0
33.4

35.6
38.8
34.9
26.4
81.7

O

!ncludes agricultural services, farm proprietors, and agricaltare wags and salary workers.

2Total includes employment in secondary or indirectly related agribusinesses.

3U.S. totals do not include Alaska and Hawaii.
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The agncultural complex is most lmportant in the non-

metro economies of the Northern Plains where the farm

sector. agricultural input industries, agricultural process-
ing an¢ marketing industries, and food and fiber whole:
saling and retailing businesses accounted for about 38
percent of local nonmetro employment in 1982. In the
nther regions, this percentage ranges from a high of _

about 36 perc:nt in the Lake States and the Southeast to

a low of about 26 percent in the Mountain region.

Agrlcultural prodnctlon has strong lmls to mdustrles
that provide inputs to farmers and to the transporting,
processing; and marketing industries. In both the
Midwest and So.rth the agribusiness sector is heavlly

conrentrated in rhe nonmetro areas of the Northern

all _]ObS in agrlcultural lnput lndustrles in the Northern

Plains are_located in_nonmetro counties; corrpared with
50 percent in_the Lake States and 46 percent in the
Corn Belt: The nonmetro counties also claim 62 percent
of the total ]obs in the agncultural processing and -
marketmg industries in the Northern Plains, -compared
with about 35 percent in the Lake States and the Corn
Belt. In the Northern Plains; 50 percent of the jobs in __

the food- and fiber-related wholesale and retail trade are

situated in nonmetro areas, although nationally these
businesses tend to be highly concentrated in metro areas.
In the South, the agricultural complex is most heavily
concentrated in Tnionmetro areas-of the Delta, where the
nonmetro counties account for 60 percent of the region’s
agriculturally related employment. The nonmetro share
of the jobs found in the Delta’s agriculturally related in-

dustries ranges from 71 perceiit in processing and mar-
keting industries, to 63 percent in input industries, to 37
percent in the focd- and fiber-related wholesale and

retail trade. In the other farm production regions of the
South; nonmetro areas account for 49 percent of Appa-
lachia's agnbusmess employment and about 34 percent

of the agribusiness jobs in the Southeast and Southern
Plains:

In mény éreés' of the 'c'o'ijn'try. férm'rEIétEd ini:lijstries

employers net only in nonmetro but alSOJn metro areas:
ln the Northern Plams for mstance 75 pereent of all
counties; while i in the more industrialized Lake States,
62 percent of all jobs in food processing and marketing
operate in metro areas. Thus, while farm dependency
appears to be highly concentrated geographically among
nonmetro areas, many urban jobs across the United
States are also tied to the farm sector.

Because of the_i rmportance of the agnbusmess complex

to. many local economies, changes in farm conditions

may substantlally affect industries associated with agn
culture. Some areas and industries will benefit; others
will be damiaged. For example, local or national conditions
conducive to-lower commodlty prlces will decrease a agrl
cultural production and weaken_the demand for pur-
chased inputs. Those agricultural centers that specialize

in manufacturing agricultural inputs such as fertilizers,

ﬁé;iiéxaéé and farm machmery would suffer ‘More spe-

Table 8—Nonmetro share of agriculturally related employment by region, 1982

) - Agricultural Food and fiber Total
Agricultural __processing wholesaling agriculturally
Region Farm _ input and markening and retail ~ related -
sector’ industries industries _ trade ___ employment®
Percent

United States® 64.9 48.0 34:0 18.4 32.7
Northeast 7.7 95.0 13.0 9.1 11.5
Appalachia 73.2 57.1 51.4 31.6 49:1
Sou.theast 59.7 60:1 50.0 17.3 4.9
Delta - 83.2 63.4 70.9 36:5 60.1
Corn Belt 718 46.3 34.3 20.8 36.5
I..Vztlfeisr'tjtesm” 68.4 50.4 87.6 22:6 87.9
Northern Plains 91.4 74.9 62.0 49.8 71.1
Southern Plains 71.8 51.0 27.9 169 32.6
Mountain 76.8 71.8 41.8 33.3 45:8
Pacific 29.3 21:8 7:1 8.0 12.3

llncludes agncultural services, farm propncton, and agnculture wage and salary workers.

2Total includes employment in secondary or indirectly related agribusinesses.

SU.S: totals do not include Alaska and Hawaii.
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diminish job opportunities for both rural nonfarm
residents and small-scale farmers in an area such as
northern lowa that relies on off-farm employment for a

major portion of its income: On the other hand, agricultural
service centers spectallzmg in transportmg processmg

abroad and boost the volume of products moving through
the export chain.

Our llmlted current knowledge of economic links i in
rural areas, between the farm sector and the total local

areas, does not allow; us to quantlfy them. However; we
can be sure that selective changes in agriculuural conditions
such as commniodity programs will p.-oduce differential

geographic effects. For example; Congress formulated

the 20-percent set- aslde provnsron in the 1986 feed g'rams

where the farm sector and the agrlculttiral input and
processmg industries account for about 30 percent of the

total local employment.

In areas less dependent on local agribusiness-jobs, on the
other hand, such farm program provisions will affect in-

local economies. An examplc ls thc urban—dommated

corn and soybean_growing areas of Illinois where agricul-

tural input and processing industries account for about 3

percent of total local employment.'!

*ﬁié i..btﬁl and iiegio’ﬁai Econioiny’s

Economlc stresses stemmmg from problems in agrlcul
ture can be offset, to some extent, by growth of off-farm
economic oppo tumtles Thls dynamlc is especnally true

How plentiful are the second: ry jor. ‘rtunities es for

farm operators across the country? ¢ ieasure of off-
farm employment opportunities is ti: ‘ber of days
that a farm operator works off the far: or example,

”Por a descnptlon of therlrmponancre of agrlculturalltrelated

employment among multicounty agricultural trading regions specializ-
ing in various types of agriculture; see (10): -

~ '2This measure is only a partlal indicator of off-farm econoitiic. op-
portunities since a farn operator is only one contributor to total farm

houschold income. There are no readily available data on the employ-

ment status of the other members of a farim household:

‘t. -
Q VN
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farmmgdependent areas, such: pff farm employment op-
portunities are not prevalent, or if they are, the demands of

the farm operation preVent operators from participating.

Off-farm opportunities are lacking in the farming-

dependent counties of the Northern Plains and the west-
ern Corn Belt where the percentage of farm ‘operators _
reportmg off-farm work was substantlally below the U.S.
average. In farmmg dependent counties of the Lake

States the low percentage of farmers wlth off- farm JObS

dalry operatlons which are hlghly labor intensive: In the

four subreglons of the South; on the other hand; the

proportion of farmers who worked off- farm was much

higher than nationwide: This high participation in out-
side employment reflects the prevalem,e of nonfarm

alternatives brought about by industrialization of the

South durmg the 1960's and 1970’s.

nonfarr"l sources mcreased from an average of about 40
percent in 1960, to 55 percent in 1979, to around 60

percent since 1981. This growing reliance on off-farm

income dainpcns the effect of farm- related stress for

many communities, States, and regions. The nonfarm
sector appears to provrde mmore of a safety net for eco-

Table 9—U.S. farm 6p6r§t6r dependence on off-farm
cmployment, 1982

iiegwﬁ Operators working 200+ days

_ off-farm

Percent
United States' $4.6
Northeast: 33.6
Appalachia 59.2
Southeast 42.6
Delta 37.3
Corn Belt 32.6
Lake States 27.5
Northern Plains 20.5
Southern Plains 43.1
Mountain 51.5
Pacific 39:1

1U.S. total does not include Alaska and Hawaii.

Soiirce: (23).
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accounted for 64 percent of total farm family income in
1979, than in the sparsely scttled Midwest and West,
where 47 percent of total farm family income came from
off-farm sources (taBlé ib);

percent of nonfarm earn}ngsfor farmers and their
families in 1979 (table 11). Other major nonfarm in-
come sources include interest and dividends (14 percent),

retirement and public assistance (9 _percent); and non-

farm business (9 percent). Wages and salaries from non-

farm jobs are a relatively less important source of

income (about 10 percentage points lower) for farmers
and their famxhes in the Northern Plains, Southern -
Plalns and the West than in the other-farm production
regions. Where geographic areas have large and g growmg
nonfarm sources of income and employment, as_in the
Northeast and the South during the 1970's, adverse ef.

fects of declines in farm and farm-related activities can

be offset; at least partly; by growth in other sectors.

Sluggish Recovery in Farming-Dependent
Areas

The tontintiEd outmxgratron of large numbers of workers

from farming historically occurred because of farm pro-
ductivity gains and the lure of plentiful nonfarm jobs.

However; during the early 1980’s, overal! economic
growth has been extremely weak in most farmlng
dependenit States and regions. The depressed farm-sector
coupled with the sluggish recovery of other industries
{especially manufacturing) from the 1980 and the

1981-82 recessions has slowed economic revival in these

Table 10—Farin and off-farm income as a percentage of
total net cash income by reg-lon, 1979

Source of net ca_b income

Region Net cash —
income Farm Off-farm

Million dollars ~ -------. Percent ----...-
United States! 5§ 735 45.3 54.7
Northeast 4.236 37.9 62.1
Appalachia 6,767 30.5 69:5
Southeast 5.015 10.3 59.7
Delta - 3,442 40.2 59.8
Corn Belt 12,518 47.0 5%.0
Lake States. 5,671 52:3 47.7
Northern Plains 5,206 62.0 38.0
Southern Plains 6,659 4.9 65.1
Mountain 3,721 51.5 48.5
Pacific 6,501 ~ 56.5 43.5

1U.S. totals do riot include Alaska anid Hawaii,

Source: (22).
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areas. Slow growth in nonagncultural industries has
made it difficult for farmers who rely on the nonfarm
economy to supplement thexr farm income and at. the

For ;nstance dunng the 1979-82 downturn, total
Erriployrnent in the Corn Belt’s jiéiiﬁiéifé counues fell

rose 0.8 percent (table 12). Then; in the 1982 84

upturn; nonmetro employment growth in the Corn Beit
continued to lag the overall employment growth rate of
the Us. economy (1.6 percent versus-5.3 percent).

Morever the unemployment rate in the Co*n Belt s

unemployment rate probably is onderestxmated in the

farrmng dependent areas:'

Plams and Lake States mdxcate the pervaswe nature of
dlmxmshed economic performance in these regions; par
ticularly in Corn Belt States. Although U.S. employment

increased 11.1 percent dunng the 8-year period ending

October 1985; employment in much of the Corn Belt in-
creased less than 50 percent of the national rate after
dechmng dramancally from the busmess cycle peak in
January 1980 (table 13). In Iowa for example, where
meat processing and farm machinery manufacturing are
closely linked to agnculture manufacturing employment
was up only 3.5 | percent in October 1985 from the reces-
sionary levels 3 years earlier:

A major trend has been the continued population loss in

many farming- dependent areas. In fact; the top one-

third of the counties most_dependent on. fanmng had the

highest proportion of counties losmg populatron dunng

18.0-70, 1970-80, 1980-82, and 1982-84 (table 14). Dur-
ing 1980-82 and 1982-84, almost 60 percent of these
coumties lost 7populat1on A substantial proportion (40
percent) of the counties:that depend less heavily on
farm income also recorded population losses during

1982-84. These high proportions contrasted sharply with

other parts of nonmetro America, where only 9 percent

: lsl-‘or an assessment of employment and underemployment statistics
for nonmetro areas, see (9). Nilsen found that metro-nonmetro dif-
ferences-in_economic structure result in labor force statistics that fre-
quently portray conditions ini normetro areas to be better than they
actually are. For example more nonmetro residents a are self-employed.

However, as a part-time activity, self-employment eamlngs are low.
Yet a slgnlﬁcant proportion of the nonmetro labor force is self-
employed in-a secondary job. Workers thiariejald off from or quit
their primary jobs will not be counted in unemployment statistics based
on houschold data (such as Current Population Survey), since such

workers will normally be self-employed.

20
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Industrial and

o professional . . Retirement, -
Region wages and L Interest and - disability, -and o
salaries Farmwork Nonfarm_ business dividends _  paublic assistarnice Total!

Percent

United States’ 64:8 3:3 8.8 14.1 9.0 100.0
Northeast 67.3 2.5 10.2 12.6 7.4 100.0
Appalachia 68.2 2.0 8:0 11:5 10.3 100.0
Southeasi 66.3 3.1 7.9 12.8 9.8 100:0
Delta 67:3 25 7.7 11.9 10.7 100.0
Corn Belt 67.9 3.9 7.7 12:9 7.6 100.0
Lake States 68.5 3.2 68 2.2 9.2 100 0
Northern Pla:ns 58.8 4.7 9.3 18.7 8.5 100:0
Southern Plains 61.9 2.8 8.4 16.8 10.0 100.0
Mountain 57.9 4.5 119 17:3 8.5 100.0
Picific 55.8 4.8 18.2 18.4 8.2 100.0

IDetail may not add to total due to rounding.
2U.S. totals do not include Ajaska and Hawaii.

Source: (22).

Table 12—Employment and unemployment change in non-
metro coup ‘ies and in the United States, 1979-84

Employment change Unemployment rate

Region ————
cgron 1979:82 1982:84 1979 1982 1984
Percent
United States' 0:8 53 58 97 1.5
Northeast i 4z 70 w06 sl
Appalachia -2.9 4.5 6.4 12:4 10:2
Southeast 1.5 5.1 63 1.7 89
Delta -ii 22 638 118 112
Corn Belt -57 1.6 5.7 11.8 9
Lake States. -2.3 2.2 6.5 12:3 10:2
Northern Plains -1.2 1.5 3.1 58 4.9
Southern Plains 11:0 35 40 68 6.7
Mountain 5.1 38 5.7 10.2 8.0
Pacific -1.2 2.9 9.6 15.1 128

lincludes noniietre and métro areas.
Source: (25).

ie 1970s and 29

percent dunng 1982-84.

When populatlon change is compared among farm g pro

duction regions, a more diverse picture emerges. A high

proportion of farming-dependent counties in the Corn

Belt; Northern Plains; and Lake States lost population
during 1982-84 (table 15). The Lake States siand out as
having the highest proportion (73 percent) of farming-
dependent counties experiencing pupulation losses com-

Aruitoxt provided by Eic:

pared with Appalachia, which registered one of the low-
est proportions (26 percent). Still, the general pattern.
appears to indicate that the farming-dependent counties

have been and are much more prone to losing population

than other nonmetro counties:

Implications

Num'e'r'o;is factiirs ha\}'é caiiséd lbi&er cbmmédit}i prices

resource reallocations in the farm sector. For farmers
many of these factors such as climate; soil type; local
industrial structure; and national and international
economic conditions are beyond their control. Similarly,

rural communltles that depend heav:ly on farmmg have

not be readlly usable in other parts of the e economy.
However; it is likely that major economic dislocations in
rural America will be largely confined to the Midwest
and to the Delta subregion of the South. Even in the
Midwest the effects will be extremely uneven, becausc
rehance on agriculture is so varied. Adjustments c[early
will be most severe for those who live in the several hun-
dred sparsely settled specialized farming areas that are
highly concentrated in a few States.

The tr transition to a more dlvcrsxfied economy in farming-

depcndent counties wrll be dlfficult at bcst The dlf

concentrauon in areas ﬁr frqm most ma_|qr urban markets,
and a pattern of outmigration that has left them with a
relatively high proportion of elderly.

- 15
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Table IS—Reccm employmen( trends in dewcstcrn States

Employment change from july 1981
recession)

(peak before the 1981 82

Employment change from November 1982
(rrough of the 1981-82 recession)

State to October 1985 - to Ociober 1985
B Total Manufacturing Total " Manufacturing
Percent

United States 7.3 -58 1.1 6.4
Tilincis -~ 3.2 ~20.0 3.3 -13
Iowa 1.0 -11.8 2.8 35
Ohio 1.2 -10.9 6.0 3.8
Micnigan 1.2 -53 9.1 16.2
North Dakota 2.8 1.9 E 75
Wisc nsin 3.3 -8.1 8.2 15.7
Nebraska 3.8 -8.7 7.0 7.0
South Dakota 4.8 ~11.0 6.4 =53
Missouri 4.4 9 4.8 6.8
Kansas 2.6 5.4 7.9 11.7
Indiana 7.1 -5.9 13.1 11:3
Minnesota 9.1 .3 12.5 12.0

Source: (25)

Table 14—Propori|on of nonietro counties losing population,

Table 15—Proportion of nonmetro counties losing population,

1960-84 1982-84
- _ Farlrllngdeperr(lent courties' Other i e —
Years  Most highly  Highly qusrately nonmetro Resion _ ] Counties
dependent  dependent dependent  counties & Farmiing-dependent  Other riocnmetro
Percent Percent
1960-70 87 79 69 a2 United States 48 29
1970-80 63 41 25 -9 .
1980-82 58 35 41 28 Northeast * 22
1982-84 58 47 40 29 Appalachia 26 24
— — —  Southeast 31 20
- ILabor and proprietor income (LPI) from_farming accounted for 20 Delta 41 23
percent or more of total cournty LPI during 1975-79. There were 234 Corn Belt 67 42
courities in each of the three groups of fanmng dependent counties -
and a total of 1,741 other nonmetro counties. Lake States 73 40
) : Northern Plains 58 39
- - Southern Plains 49
Durmg the pastr 30 yirarsi }llﬁgf?coinomlc structure of rural h::‘:m;?nPlams 23 gg
America as a whole has become more diversified; Slgnlfl Pacific 21 34

cantly diminishing its overall valnerability to changes in
natural resource markets commodlty pnces and farm

ﬁ'ow tied more tofoyerall natlonal economic growth than
to the success or failure of any one_business sector. This

is net, however, the case for the residents of farming-
dependent rural counties or for other individuals whose

economic fortunes are tied dlrectly to agrlculture

dlstrqss !q the agrlculture sector has been concpmratgg
in only 11 percent of farm operations; Aithough ‘fany

6

RIC

Aruitoxt provided by Eic:

20 perccm or more of total county LPI during 1975.79.

ing, the actual losses (oankruptmes and foreclosures) are
not as dramatic as might be-suggested by the number
who are under severe financial stress (negative cash flow
and debt equal to over 40 percent of their assets): Even
if a large proportion of the highly stressed farm

operators were to lcave farming in any one year, this dls-

placement would not be nearly as great as the annual
loss of farms that took place throughout the 1950's. In
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fact the present restructurmg of agnculture has mvolved
mostly ownershxp changes of exnstmg farms rather than

haye been able to absorb many of the displaced farmers
either through existing jobs or through the creation of
new ones.

Further restructurmg in the agncultural sector seems
unavoidable; at least in the short run. Although both in-
terest rates and the value. of the dollar abroad dropped

,giie,the
farm economy If thesc trends accelerate more farm
sales; foreclosures; and bankruptcies are inevitable: And,

more farm operators will have to face dlfﬁcult economic
ad]ustments in the 1mmed1ate future Thxs bloc of

haps. an }pcreasmg number of the smaller operators who
rely on off-farm employment for a major part of their
household income.

In. the more £armmg dependent areas, these adJuStments
can be most difficult for communities that lack a diver-
sified economic base and the potential for job growth.
Their llmlted capacity to absorb more displaced farmers
may translate into not only a loss of farm families but

o By

RIC a2
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also additional job and population:losses in the local
service and retail sectors. The resulting financial stress
for rural governments would mean that without outside.

help from State and Federal Governments; many will be

unable to. provrde a stable environment for economic

growth; or even manage population decline effectively.

Beeause the problems rn’ay turn out to be-widespread
s for the

ture the farm sector and to ease the adverse effects; For

example; one possible option might be broadening
USDA's direct respansibility for farmers’ welfare to

encompass the transition of marginal farmers to other

occupatxorfs Programs to- help dxsplaced farmers find
new jobs could include a Federal presence in providing

educatxon and training, helping ex-farmers start new

businesses, and easing capital losses associated with leav:
ing agrxculture A determination by USDA_not to aban-

don producers as soon as they stop active farmxhg would

fulfill a long-time commitment to these people who,
because they have been farmers, are not well served by
the Nation's social safety net programs such as unem-
ploymenit compensationi. Moreover, Federal involvement
could lessen disruption and-promote the orderly move-
ment of surplus human and physical capital resources_

out of agrxculture benchtmg th: rest of the farm sector
and the Nation as a whole:
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Industries

Agricultural Input Industries

Primary industries:2

Chemical and fertilizer mmmg

Agricultural chemicals

Farm machinery

Farm supplies and machmery
~wholesale trade

Farm credit agencies and commodlty
dealers

Secondary mdusmes
Water well dnllmg - -
Prefabncated metalwork and bulldmgs
Pumps and pumpmg equipment
Miscellaneous repair shops

Agricvltural Production

Primary industries:?
Farm proprietors -
Farm wage and salary employment
Agricultural services

Agricultural Processing and Marketing Industries

anary mdustnes 2
Food and kindred products
Tobacco
Apparel and textiles

Leather
Warehousing - 7 -
Farm-product raw materials wholesaling

Secondary industries:®
Miscellanieous textile products
Containers

Chemicals

Primary and fabricated metal products
Food products machinery
Miscellaneous manufacturing

See footnotes at end of table.
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Standard Industial
Cldssification code’

147, 1492
287
3523

5083, 5191

611, 622

178 o
3444 3448
3561

7692, 7699

2292 2298 9, 231 8, 2597
31

4221, 4222

515

2295 2393 2395

2441, 2449, 262, 263 2641
2643, 2645-6, 2651-5, 3221,

8262, 3274
2823-4, 2893

8315-7, 334, 3411, 3466, 3497
3551
8962-4, 3993

Continued -
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Appendix table—Agribusiness classification—Continued

Industries Standcrd Industrial
Cldassification code’
Food and Fiber Wholesaling and Retailing
Primary industries:*
Wholesale trade 513- 4, 518 5194
Retail trade 54, 56, 58
Secondary mdustnes" o .
Printing and publlshmg 271-2, 274, 2751-2, 2754,
2791, 2793-5

NA = Not applicable.
'The U.S. Office of Management and Budyet developed the Standard Industrial Classification code as a method for industries to conform with the

compasition and structure of the economy covering the entire ficld of econoniic activities.

2Primary industries are-defined as those industries which used all of their work force in the produmon necessary to sinsfy the U:S: final demands

for food and fiber ini 1972
SSecondary industries are defined as those industries which used between 50 and 100 percent of their work force in the production necessary to

satisfy the U.S. final demands for food and fiber in 1972.
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OTHER PUBLICATIONS OF INTEREST ON RURAL ISSUES

The U.S. Farm Sector: How Is It Weathering the 1980's? by David Harrington snd Thomas A.
g,é-rlﬁlo, - - - - STt N _ - S e- =
Finds that 28 percent of all farms (those with gross annual sales of $40,000 ur more) had positive.
after-tax rates of return to equity in 1985: But, overall, the farm eciriomy has deteriorated Since

1981 when farmland values began to decline. By 1984, farming households earned only about 80 -
percent as-much as the national average; compared with their historic high in 1973 when they earnied
almost 50 percent more thar the national average. As many as 15 percent of all farm operators who

were in business before 1980 may leave farming for financial reasons before the current econommic
idjs;méhtsend L oL ol Dol TTolol
AIB-506. April1987. 32 pp. $1.50. SN: 001-019-00506-8.

Federal Outlays by Type of Nonmetro County, by Bernal L. Green. ..

Groups Federal payments into six categories to exafmine how the payments were distributed amiong
eight types of nonmetro. counties in FY 1980. "Income transfers” (which include Social Security) -
constituted the highest Federal payments to nonmetro areas; agricultural payments {(which include
commodity and other farm programs) constituted the lowest.. Per capita income transfers were .
highest in "retirement" counties {counties that attract retirees), suggesting that the economic base of
these counties may be more stable than that of counties that depend mainly on f arming,

rhanufagtﬁurmﬁgio;jpmmg S R U N L e N
RDRR-65. January 1987. 24 pp. $1.25 SN: 001=019=00493-2.

How Well Can Alternative Folicies Reduce Rural Substandard Housing? by Donald L. Lerman.,

Examines where substandard housing is concentrated and compares building new. .iousing with ,
subsidiz:ng existing housing. Also looks at a combined program of new.construction in low-vacancy

areas and subsidies in high-vacancy areas as a cost-effective way to reduce rural substandard housing
édnditiOfIS; Il LT oo T DL . T,
RDRR-64. December 1986. 12 pp: $1:00: SN: 001-019-00485-1.

Social and Economic Characteristics of the Population in Metro and Nonmetro Counties, 1970-80,

by David A. McGranahan, John C. Hession, Fred K. Hines, and Max F. Jordan. ... . .
Reports that rapid growth in manufacturing, ificreasing numbers of working women with children, and
a steep rise in single-parent families were leading changes in the economic and social profile of rural
counties during the 1970's. Documents changes in the economic and social characteristics of both
metro and nonmetro residents from 1970-80. Although median family income in nonmetro areas

continues to improve compared with metro areas, nonmetro median iricome was orily 79 percent of
metro income in 1979, compared with 69 percent in1959.
RDRR-58. September 1986. 72 pp. $3.75. SN: 001-919-00442-8-

Order these reports from:

Superintendent of Documents.
U.S. Government Printing Office
Washington, DC 20402

Specify title and stock number. Make your check or money order payable to Superintendent of
Documents. For faster service; call GPO's order desk at (202) 783-3238 and charge your purchase to
your Visa, MasterCard, or GPO Deposit Account: -No additional charges for postage to domestic

addresses; but foreign addresses; please add 25 percent extra; Bulk discounts available.

A Periodical of Rural Ideas

For a new perspective on issues facing rural America, subscribe to Rural

Development Perspectives.- An eclectic mix of rural information and ideas, with
each-article-writtern in & crisp, nontechnical manner,; generously illustrated with

photos, maps, and charts. RDP also includes book reviews, a digest of recent
research of note, and a section of charts and maps measuring various rural
conditions: It costs only $5.00 (domestic addressees) or $6.25 (foreign =
addressees). You receive three issues per year in February, June, and October.

To subscribe; send your check or money order to GPO's address above.
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