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CHAPTER I

INTRODUCTION

Farm businesses have increased in size in recent 

years. Along with this increase has been a material 

advance in the amount of capital required. In order to 

meet these requirements, many farm operators have found it 

necessary and profitable to borrow money# The problem is 

to determine when an operator should or should not use 

credit in the fans business. This is an important manage­

ment decision.

The use of credit can help farm operators achieve 

a better balance among the factors of production. Through 

use of borrowed funds, the size of the farm can be 

increased and enterprises added or enlarged to get near 

optimum combinations of land, labor and capital equipment. 

This will increase the net income on many farms. An 

adequate volume of business is an essential prerequisite of 

a successful farm business. The high fixed costs of our 

present highly competitive agriculture must be spread among 

an adequate number of units of output so that total per 

unit costs are low enough to give the operators a margin of 

profit. This means large capital Investments in buildings, 

equipment, and other operating inputs. On most farms the

task cannot be accomplished without using borrowed funds.
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Consumer credit does not contribute directly to In­

creased income* but can be used to help accomplish living 

goals# Families can enjoy consumption items while paying 

for them and thus lengthen the period of more comfortable 

living, if they expect income later to bo adequate for loan 

repayment#

Credit may facilitate purchase of goods at an 

advantageous time# It can be used to level out the flow of 

purchases when farm Income la variable# If properly used. 

It can advance family goals and raise levels of living, but 

unwise use can handicap a farm family by pledging too large 

a proportion of future Income to consumption it mas, thus 

leaving the business short of production capital#

I# PURPOSE OF STUD!

Several studies have been made of the amounts 

borrowed by farm people and the purposes for which the 

funds were used# However, little research has been done 

to determine the attitude of farm families toward use of 

credit# Whether or not credit is used depends largely on 

their needs for additional funds, ability to borrow and 

willingness to assume debt# It appears that credit is 

looked upon as a means of taking care of emergencies and 

not as a convenient procedure for gaining control of needed 

resources or goods for both production and consumption#
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The need for funds In a g rtw ltu re  has been well known 

fo r several decades. This need has been increasing ra ther 
than diminishing. Information is  needed as to the more 
p ro fitab le  uses of funds and the amounts th a t can be 
borrowed without danger of severe financial lo ss . This 
area of inquiry is  outside the scope and purpose of th is 
study#

The research reported here has attempted to discover 
the relationship  between a ttitu d es  toward cred it and the 
extent to which i t  is  used# No attempt w e made to deter­
mine p ro f ita b ili ty  of c red it. The information w ill be 
helpful to lending agencies, farmers# educators and 
research workers#

I I .  SUMMARY OF RELATED RESEARCH

Young investigated use of cred it in  Ralls County# 
Missouri in  1940.^ She found th a t 73 percent of the 
fam ilies used production and real esta te  cred it and 44 
percent used consumption c red it. Tenure was found to 
a ffec t production cred it use# The use of consumer cred it 
was closely re la ted  to the level of cash income* The

^Louise A. Young# "A Study of the Use of Consumer 
Credit by 188 Farm Families# Ralls County# Missouri#" 
(Unpublished Master’s thesis# The University of Missouri# 
Columbia# Missouri# 1941), pp. 8M 9*
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educational level of borrower® also affected the amount and 
frequency of use of consumption credit* She concluded th a t 
farm fam ilies needed more knowledge of available sources 
and cost of c red it,

Korando made a sim ilar study in  Lawrence County, 
Missouri in 1941*2 About 80 percent of the fam ilies from 
whom data were obtained used cred it between August, 1940 
and August, 1941. F ifty-nine percent of the loans were 
fo r purchase of production items and real e s ta te , while 
41 percent were fo r consumption purposes. The author 
concluded th a t trad itio n a l a ttitu d e , lack of information 
on sources, and cost of funds lim ited the use of consump­
tion  credit*

Swanson investigated cred it a ttitu d es  in  a study in 
Southern Iowa in  19513 fie found th a t expansion of far® 
enterprises was prevented by lim itations arising  from (1) 
the fixed supply of items of production and (2) the in­
creased risk  from low equity when additional cred it was 
used. Farm operators gave these reasons approximately

^Sidney Korando, "The Use of Credit by 154 Farm 
Families, Lawrence County, M issouri,’* (Unpublished Master*® 
th e s is , The University of Missouri, Columbia, Missouri, 
1942), pp* 83-91.

^Earl R. Swanson, "Agriculture Resources Produc­
t iv i ty  and Attitudes Toward the Use of Credit in  Southern 
Iowa," (Unpublished Ph*D. th e sis , Iowa State College, Ames, 
Iowa, 1951), pp. 62-94*
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equal weight as limitations on expansion of farm enter­

prises* The mores of a community seemed to be of no impor­

tance in directing the activities of young farmers* 

Members of this group were expected to borrow money, but 

some censure was directed at older farmers who were in 

debt*

Heady and others in a study of the interdependence 

of the farm business and the home in North Central Iowa 

investigated the attitudes of farmers toward credit3 

Young farmers borrowed largely for production purposes, 

but discontinued borrowing when equity became low because 

of risk aversion* Middle aged operators used large amounts 

of real estate credit* Older farmers who already had 

accumulated enough capital to operate businesses success­

fully continued to increase equity rather than make full 

use of their ability to borrow. The operator’s attitude 

toward borrowing was more favorable during the early years 

of operatorship than later.

In 1957# Bivens found that farmers in Greene County* 

Iowa were of the conviction that borrowed money could be

^Earl 0. Heady* William B* Black* and G* A* Peterson* 

W p 2 r t # , M i f f l t as B£| M M M ^  t o w p E p n j^ ^  _ ,
Agidoultural IXperiment Station Bulletin 398*..Iowa State 
College* June 1953, pp. 418-419* 424-425*
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used fo r financial progress*^ He found reluctance to 

assume debt, but tha t fam ilies were more w illing to use 

cred it fo r production items o r purchase of rea l esta te 

than fo r consumption purposes. The younger operators 

seemed sign ifican tly  more w illing to borrow than older 

operators* The high socio-economic status group seemed 

more w illing to borrow than those in  low status* The 

education of the operator sign ifican tly  affected positively 

the amount of cred it used*
Venetian studied the a ttitu d es  of farm fam ilies in 

the use of production cred it in Southern Iowa and Northern 

M issouri.$ He discovered th a t over one-half of the fam­

i l i e s  gave p rio rity  to production credit over consumption 

credit* In general i t  appeared th a t families were reluc­

ta n t to borrow money for e ith e r purpose* He found a 

sign ifican t positive relationship between willingness to 

assume debt and to ta l amount of cred it used, Fara operators 

with large assets borrowed more than those with small 
assets* The number of years farmed and the age of the

^Gordon E. Bivens, "Firm-Household Interdependence 
and other Factors in  Relation to Use of Credit by Farm 
Families in  Greene County, Iowa," (Unpublished Ph.O. thesis 
Iowa State College, Ames, lo w , 1957) PP* 95-103.

Eduardo L. Venetian, "Use of Production Credit By 
Farm Families," (Unpublished Master’s th e s is , Iowa State 
College, Ames, Iowa, 1959) pp* 80-87*
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operator were significant factors associated with the 

amounts borrowed* Younger operators used production credit 

more often and in greater amounts* These items were 

thought to be associated with the family cycle* Tenure 

also affected the use of credit* Renters borrowed money 

more often and in larger amounts than did owners and part 

owners* The level of education of the operator also affects 

the amount of production credit used in a positive manner* 

Corliss conducted research on consumer credit by 

farm families in Southern Iowa and Northam Missouri*? 

She discovered that its use was associated with farm tenure 

and net worth* Families who were renters used more consump­

tion credit than did families who owned part or all of 

their land* Knowledge of source and costs was associated 

with use of consumption credit* Families possessing the 

greater 'knowledge made greater use of this type of credit*

?Mary J* Corliss, "Social and Economics Factors 
Related to Use of consumer Credit by Farm Families," 
(Unpublished Master’s thesis, Iowa State College, Ames, 
Iowa, 1958) PP* 54-57*



CHAPTER I I

METHOD OF INVESTIGATION

I* SOURCE OF DATA

The d a ta  used in  t h i s  study were co llec ted  by i n t e r ­
viewing fa m  fa m ilie s . In  Census Economic Sub-region 71# 
This sub-region contains 19 counties in  Southam  Iowa and 
32 counties in  Northern M issouri and i s  p rim arily  a  l iv e - 
stock -pastu re  a re a . Fam ilies to  be interviewed were 
se lec ted  a t  random by the  Iowa S ta te  U niversity  S t a t i s t i c a l
lab o ra to ry . The area  chosen contained 445 dw ellings, and 
i t  was expected that 300 e l ig ib le  schedules would be 
ob tained . However, only 203 schedules were u sab le . Many 
o f th e  fa m ilie s  were not e l ig ib le  and 29 were not completed 
fo r  various o th e r reasons. Reasons fo r  non s u a b i l i t y  and
non completion were as fo llow s:

No farm operation  in  th e 
period covered in  th e  study 27.0 percent

le s s  than  one-half o f cash income 
from th e  fa m  business 16.9 percent

Husband o r  w ife did not re s id e  on 
fa m 16.2 percent

No fa m  operation  l a s t  year 12.6 percent
Married le s s  than a year 12.2 percent
No fa m  operation  th i s  year 5.4 percent
le s s  than  30 ac res in  fa m 1.4 percent
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Not living on farm operated 0*7 percent

Refused to cooperate and other 
reasons 5*4 percent

Total 100,0 percent

The interviews were made in May and June of 1957 in 

Iowa, and July and August of the same year in Missouri* 

The schedules were divided into two parts# (1) questions 

dealing with consumer credit and (2) questions dealing 

with production and real estate credit* The wife answered 

the questions on consumer credit, the section on family 

goals, and family census* The operator was ashed to 

answer the questions about production and real estate 

credit and the farm balance sheet.

The conditions for elegibility for the study were 

that# (1) the husband and wife had been married for at 

least one year} (2) both husband and wife llted on the 

farm they operated} (3) the husband and wife were operating 

a farm the year of the interview and had operated one the 

previous year} U )  at least one-half of their cash income 

was from farming} and (5) the size of the farm was at 

least 30 acres.

The schedule contained separate sections for each 

type of credit, and for family goals> willingness to assume 

debt, knowledge of sources of credit, a balance sheet, 

parents* attitude toward debt, and personal information 

about the family.
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II. TYPE OF ANALYSIS

The data on the schedules were edited and coded for 

punching on I.B.M. cards. As the analysis deals with 

relationships between attitudes and use of credit, measures 

of willingness to assume debt were developed by using the 

responses to eight statements. According to the nature of 

each statement a score from aero to four was assigned. Each 

statement from the goals section of the questionnaire, (i.e. 

reduce our indebtedness or get out of debt),was assigned 

a score of zero, two or four depending on whether or not it 

was selected as a primary goal, or as a secondary goal, or 

was not selected as a goal of the family. The scores for 

each of the eight statements were added to obtain a measure 

of willingness to assume debt for each family. The 

families were divided into the following groups on the 

basis of these scores: (1) low (0 to 14 total), (2) medium 

(15 to 19 total) and (3) high (20 or more total). These 

groups were used in the analysis of the data.

Non use of credit may not Indielate an unwillingness 

to borrow. There may not be a felt need for additional 

funds. Another possible reason for non use is that a 

family may be restricted from borrowing by lending institu­

tions because of low equity or other factors indicating a 

high risk to the lender.
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Some families may borrow even though they are 

opposed to the use of credit. Lack of current income may 

make them feel that it is necessary. The effects of not 

borrowing may result in dissatisfaction that is greater 

than the dissatisfaction of being in debt.

There are definite limitations in using total credit 

as an indication of attitude toward borrowing money as it 

may be heavily weighted with real estate loans. To over­

come this problem each type of credit m s  analyzed sep­

arately, but the remedy was not entirely satisfactory. 

Money that is borrowed goes into the same bank account as 

receipts from sale of farm products. Tart of a real estate 

loan may be used to purchase feeder cattle, fertilizer or 

other farm supplies* In other words, this line of delinea­

tion between investments, production and consumption credit 

is by no means clear out.

Various factors were investigated to determine their 

relationship to the willingness of farm families to assume 

debt. These factors were also checked against total credit, 

each type of credit (consumption, production, and real 

estate), and combinations of the three types.

One type of credit can be substituted for another. 

The family can borrow for production and use the money for 

consumption and vice versa. They can postpone an extra 

payment on the real estate mortgage to use the funds for



CHAPTER H I

DESCRIPTION OF TRE S A W  AHO 
THE SAMPLE AREA

Th# area used in the study was Census Economic Sub­
region 71 which includes part of Northern Missouri and 
Southern Iowa. Ths agriculture in  th is  sub-region is 
predominantly livestock ra ising  and fin ish ing , with a large 
dependence upon pasture operations* The survey data were 
comparable with census information on ce rta in  items, but 
not completely so* The census was taken in  November, 1954 
and the schedules fo r th is  study in  the summer of 1957* 
Also there were certain  screening questions which eliminated 
farms from the study th a t were included in  the census*

According to  census, there wore 67,704 commercial 
faros in  the study area in  1954* The number of usable 
schedules obtained was 203 which would give an expansion 
ra te  of approximately 334 times* The number of commercial 
farms in  the 1950 census was 74,$36. The average else of 
commercial farms was 219 acres in  the 1954 census, and 
19$ acres in 1950* The average else of farm in  the sample 
was 265 acres* Farm smaller than 30 acres and those on 
which less than one ha lf of the cash income was from farming 
were eliminated when the interviews were made* This proce­
dure obviously raised the average else of farms* The 1957 f 
census reported $96 per acre average fo r the value of farm



14

land and buildings. The value reported in 1950 was # 7 

per acre.

The types of farms from which data were obtained are 

shown in Table X. In the survey respondents were asked to 

indicate the main source of income. Farms in the census 

were classified as to type on the basis of the sales items 

on the questionnaire# This procedure may account for the 

predominance of general farms in the credit survey sample.

As stated earlier, most of the farms in this area 

are livestock raising and finishing organizations* Pasture 

plays a vital role in these organizations# The grain that 

is grown is used primarily for livestock feed. The average 

per farm reporting of leading crops were 44 acres of corn, 

21 acres of wheat and 35 acres of soybeans#

The tenure status of respondents is compared with 

census reports in Table II* Probably a large percentage of 

the farms under 30 acres in size that were eliminated from 

the study were owner operated* The census indicated that 

over 70 percent of the small farms in the area are owner 

operated*1

The average age of the operators interviewed was 49 

years* The average number of years married was 24# All

•^United States Bureau of the Census, United States 
CfaBU.fiX.ASElaiJiMpii 1954. Volume 1, Countle. and SUi. 
Economic Areas, part 9 and 10, Government Printing Office 
Washington, D.C., 1955# Tables 1-4 and 7#
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of the respondents had been married at least one year, 

because of the sample limations. It was found that 12 per­

cent of the residents of the sample segments had been 

married for less than one year* The average else of family 

was 3*5 persons* The operators had farmed an average of 

23 years*

The average respondent had assets valued at 05»390, 

and an average net worth of ^31,875* This gives a diff­

erence of #3,515 average debt per far® in the study* 

Twenty-eight percent of the families who were interviewed 

reported not having any debts outstanding* The average 

debt for those reporting loans was |5»O72*

The average amount of consumption credit outstanding 

at the time of interview was |6O8 per farm family reporting 

this type* The average for production credit was 52,086 

per far® reporting use of this type of credit* The amount 

of real estate credit was ^6,420 for the families using 

this kind of credit*

Fifty three families (26 percent of total) had off 

farm income in 1956 and 48 families (24 percent) expected 

or had received off farm Income in 1957* Twenty-six per­

cent of the operators had lived off the far® during a 

stage of earlier life* Thirty-eight percent of the wives 

had also lived off the far® at sometime in the past*

The education of the operators in this study and
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their wives is presented in Table III# The data show that 

the wives tended to be better educated than the husbands# 

Nearly 52 percent of the wives attained at least 12 years 

of formal education, whereas 37#4 percent of the operators 

attained this level#
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CHAPTER IV

FINDINGS

I .  ATTITUDES TOWARD CREDIT USE

The in te rv iew ed  f a m il ie s  were asked to  respond to 

c e r t a in  s ta te m e n ts  concern ing  u se  o f  c re d i t*  The r e s u l t s 

a r e  shown in  T able IV. The resp o n d en ts  a ls o  were asked  to 

g iv e  reaso n s f o r  t h e i r  c r e d i t  p o s it io n s *  The resp o n ses  were 

d iv id e d  in to  f iv e  g e n e ra l groups* (T able IV) 

J M J 2 B * U £ £ 2 L a & g )« ^
Almost o n e -h a lf  (47*3 p e rc e n t)  o f  th e  resp o n d en ts 

d e f i n i t e l y  ag reed  t h a t  fa m il ie s  would do w e ll to  postpone 

pu rchase  o f  household  equipment u n t i l  they  cou ld  pay cash 

f o r  i t *  Almost tw o - f i f th s  (39 p e rc e n t)  o f  th o se  d e f in i t e ly 

a g re e in g  h e ld  t h i s  o p in io n  because they  were opposed to 

d eb t f o r  consum ption purposes* About o n e -fo u r th  (24*6 p e r­

c e n t)  who ag reed  somewhat were c l a s s i f i e d  a s  b e l ie v in g  th a t 

i t  m ight be n e c essa ry  to  g e t  th e  item  a t  th e  tim e needed* 

Most o f  th e s e  resp o n ses were r a th e r  cau tions*  b u t i f  equ ip ­

ment was d e f in i t e ly  needed c r e d i t  p u rch ases  m ight be 

J u s t i f i e d *  E igh teen  p e rc e n t who agreed w ith  th e  s ta tem en t 

somewhat d id  so because th ey  b e lie v e d  i t  n ecessa ry  in  o rd e r 

to  o b ta in  household  item s* They r e p l ie d  t h a t  i t  was too 

d i f f i c u l t  to  accum ulate cash  b e fo re  th e  p u rch ases  were made. 

S ev en ty -e ig h t p e rc e n t o f  th e  ones ag re e in g  somewhat gave
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this type of answer. Of the few who definitely agreed with 

the statement, 75 percent thought the family could enjoy 

the articles while paying for them. These people had a 

greater time preference than those who thought the purchase 

should be delayed, and were willing to pay the additional 

cost, interest, and service charges for immediate possession.

The respondents who had no opinions were not 

questioned further.

Farm Ownership Necessary

More than one-third (34.8 percent) of the people who 

were interviewed thought that a farm family should own land 

to get ahead. The principal reason for this belief was the 

fact that the income would not have to be divided with a 

landlord. The responses also indicated that the rent would 

pay for the farm. Other responses Indicated an Inherent 

feeling of security in ownership ofa,farm.

Of the respondents who disagreed somewhat, 83 percent 

believed it was possible to achieve adequate financial 

progress on a rented fam. Ninety-three percent of those 

definitely disagreeing with the absolute need for land 

ownership did so because they believed renters of farms 

were able to earn normal income.

Profit from Production Credit

The majority of the people who were Interviewed 

(54.7 percent) thought most families profit by using produc­

tion credit. Only five percent disagreed. However, 10.8
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percent had no opinion. Sixty-nine percent of the respon­

dents who definitely agreed and 55 percent of those who 

agreed somewhat did so because they believed it was profit­

able to borrow for production purposes. They felt that the 

items purchased with borrowed funds would add more to the 

total value of products than the cost of the credit. Both 

groups who agreed definitely and those who agreed somewhat 

indicated that they thought it was necessary to borrow to 

get started in farming or to survive occasional bad years.

Farm people have a pronounced aversion to debt 

almost three fourths of the respondents (70.9 percent) 

thought young farm families should get out of debt as soon 

as possible. Only 11.3 percent disagreed, and two percent 

had no opinion. Of those definitely agreeing. 35 percent 

and of those agreeing somewhat 28 percent were opposed 

to debt. Some of the responses emphasized the risks, but 

most people felt that debts are a worry, a burden, or that 

debts are bad.

Nineteen percent of the people who definitely agreed 

that young families should get out of debt as soon as 

possible. Indicated that greater financial progress could 

be made when free of debt. No interest to pay was the main 

reason for this feeling. Forty-eight percent of those who 

agreed somewhat gave as their reason that they believed
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rapid repayment of a l l  obligation® to be a good idea, but 
not always possible. They also indicated tha t to become 
debt free too soon might cause unnecessary re s tric tio n s  on 
necessary writing capital*

Sixty-five percent of the people disagreeing with 
the statement did so because they believed i t  desirable to 
use credit* A few indicated tha t a reduction In size of 
business would be necessary to pay debt.
a i e

Less than tw o-fifths of the people who were in te r­
viewed (38.4 percent) f e l t  tha t the only way some fam ilies 
w ill get major improvements in th e ir  houses is  to borrow! 
Those defin ite ly  agreeing and those agreeing somewhat 
indicated th a t the main reason fo r th e ir  a ttitu d e  was 
d iff ic u lty  in accumulating cash. Families in  both of these 
groups indicated a high preference fo r consumer goods.

The respondents who disagreed with the statement 
indicated a preference for use of cash* Eighty-six percent 
of the people disagreeing somewhat and 69 percent of the 
ones defin ite ly  disagreeing gave th is  reason# They were 
adverse to use of cred it fo r consumption purposes# 

M O S M J& O U & L ^^
Statement six  says " It is  b e tte r  to borrow a large 

amount fo r a large farm than to buy a smaller farm and be 
less  in debt." Of the 40.9 percent defin ite ly  agreeing



26

92 percent did so because they felt that the larger farm 

would more likely approach the optimum size. The responses 

(76 In number) indicated that the operator of a larger farm 

could lower coats per unit of product as compared to costs 

on a email unit* Other responses in this group wares ”It 

is the trend and is necessary for a profit*" Fifty-six 

percent of the group who agreed somewhat indicated the 

same reason for their response* Another 38 percent of this 

group replied in a similar manner but mentioned factor® 

that might limit the size of farming operations. Among 

those disagreeing-the more prevalent response was: "start 

with a smaller far® and expand later*" Aversion to large 

debts was also mentioned* This was a factor in most of the 

negative responses* .

M a s i £ i L g m o i ^ ^
Only 9*3 percent agreed that farm families should 

wait and accumulate funds rather than borrow for production 

purposes* Sixty-one percent of those disagreeing somewhat 

and 76 percent of those definitely agreeing gave necessity 

as the reason for their answer* They indicated that it was 

especially necessary to borrow to start a farm business* 

Also the respondents mentioned the difficulty of accu­

mulating funds while operating a small business* The second 

reason mentioned by a large percentage of those who disagreed 

was the productivity of borrowed funds* The respondents
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mentioned a b e t te r  balanced business and la rg e r  p ro f i ts 

from la rg e  sca le  opera tio n s.

» 1 .p e b t F ree .U ostogM ..^ t e r p r i e e s ..fo r.; Higher, P ro f i ts 

Statement number e ig h t i s  "Most farm fam ilies  who 

have small e n te rp rise s  fre e  o f debt make more money than 

those who enlarge them by borrowing." About one-fourth  o f 

th e  people interview ed (24 percen t) had no opinion on th is 

statem ent. This i s  a higher proportion o f indecision  than 

on the o th e r sta tem ents. The m ajority o f answers of 

respondents who agreed was th a t th i s  ac tio n  reduces r is k 

o r  avoids deb t. Of the people d isagreeing  somewhat 24 

percen t remarked th a t I t  depends on the in d iv id u a l’s 

a b i l i ty  and c o s t-p r ic e  re la tio n sh ip s . T h irty -e igh t percent 

re p lie d  th a t  la rg e  en te rp rise s  are  necessary in  order to 

y ie ld  a sa tis fa c to ry  le v e l o f income.

Of the  22.7 percent d e f in ite ly  d isag reeing , 94 per­

cent s ta te d  th a t  borrowed funds employed in  th e  la rg e r 

e n te rp r ise s  u sua lly  bring sa tis fa c to ry  re tu rn s .

About tw o-th irds o f the  respondent® thought owner­

ship w ith debt was superio r to  ren tin g  land . Less than ten 

percent d e f in i te ly  thought th a t  ren ting  was b e t te r  than 

heav ily  encumbered ownership. Another 15.8 percent would 

ra th e r  re n t, but were not strongly  in  favor of th i s 

a lte rn a tiv e *  Some thought i t  cheaper to  re n t because i t
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avoids coats of land ownership, but the majority rep lied , 
renting was temporary u n ti l  cap ita l was accumulated to 
purchase land# Only eight percent thought i t  sore p ro fit­
able to  rent o r preferred renting*

The respondents disagreeing with th is  statement 
replied th a t the rent th a t was paid usually would be 
adequate to  make the payments on the land* F ifty -four per­
cent of the respondents d e fin ite ly  agreeing th a t renting 
was preferable to  encumbered ownership, and 38 percent of 
those agreeing somewhat held th is  point of view* Of those, 
26 percent of the respondents disagreeing somewhat and 27 
percent of those d e fin ite ly  disagreeing mentioned pride of 
ownership and a permanent home as major reasons fo r purchas­
ing land* Of the ones agreeing somewhat, 2d percent replied 
th a t they would favor purchase of land over renting i f 

economic conditions were favorable* Apparently farm 
ownership has d e fin ite  amenity value fo r many people* 

M im U ^ & O jy # M ^
More than seven-tenths (70*5 percent) of the respon­

dents agreed th a t "A farmer who is  short of cap ita l often 
would p ro fit by borrowing more money before paying o ff the 

debts he already has*" Both the d e fin ite ly  agree and agree 
somewhat groups thought th a t additional funds would bring 
g reater net income* Many of these mentioned th a t i t  might 
r e s t r ic t  operations I f  additional funds were not borrowed*
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Many respondents indicated they thought the procedure would 
pay, i f  the borrower was careful of the extent of to ta l 
debt* All of those disagreeing somewhat and 76 percent of 
those agreeing somewhat thought additional borrowing should 
be avoided because being in  debt is  not good* 

t e o M M M i
These responses indicate th a t farm fam ilies are more 

disposed to  borrowing fo r production purposes than fo r 
consumption* They seem to  prefer to  postpone purchase of 
consumption items u n ti l  they have cash* However, a few 
fam ilies indicating a high time preference borrowed fo r 
consumption purposes* These people also mentioned the 
d if f ic u lty  of accumulating cash to  purchase the la rger 
consumption items* I f  income was expected, the cost of 
borrowing was not g rea t, and the family had d if f ic u lty 
accumulating cash, they were inclined to  use consumption 
c re d it. Most of the fam ilies favored postponing purchase 
of consumption items u n ti l  th e ir  debts were repaid or 
substan tia lly  reduced*

Sixty percent of the people who were interviewed 
thought production borrowing was profitable* Another 25 
percent believed th a t use of production cred it was necessary 
but not desirable* F ifty-four percent of those responding 
indicated th a t i t  was b e tte r  to  borrow fo r a  large farm 
business than fo r  a small one* Only 12 percent disagreed 
and stated i t  was b e tte r  to  s ta r t  with a small operation and



31

a resource to be used continuously, but that any money that

is borrowed should be paid back as soon as possible*

Bivens found similar results:

In a general fashion, these farm families (1) 
exhibited an awareness that borrowed funds may serve 
to further financial progress, (2) indicated a reluc­
tance to assume debt in general, but (3) indicated 
somewhat greater willingness to use credit for purchase 
of real estate and/orproduction items than for 
consumption purposes**

II* WILLINGNESS TO BORROW A W  CREDIT USE

As previously explained, the statements on use of 

credit were given a value and the scores combined to get a 

measure of willingness to assume debt. For purposes of 

analysis the respondents were divided into low, middle, and 

high willingness groups, and their attitudes related to 

certain factors, believed to be significant in successful 

use of credit*

Willingness to assume debt does not indicate that a 

family borrows considerable sums of money* The funds may 

not be needed either for production or consumption purposes* 

However, for the families interviewed there was a strong 

relationship between total credit outstanding and rank in

^Gordon E* Bivens, "Firm Household Interdependence 
and Other Factors in Relation to Use of Credit by Farm 
Families in Greene County, Iowa,” (Unpublished Ph*D* thesis, 
Iowa State College, Ames, Iowa), p. 62.
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willingness to assure debt (Table V). More than one-third

of the low willingness to assume debt group had no credit 

outstanding at the time of the interviews, and only 15*6 

percent had debts of more than #5,000. Only 17*4 percent 

of the families who were highly willing to assume debt had 

no obligations outstanding! 29*0 percent owed more than 

#5,000 and 3 6*2 percent had debts between $1 and #1,300. 

Many of the families in this group had small amounts of 

production and consumption credit, light had consumption 

credit only, seven had production loans only, seven had both 

production and consumption loans, and three had real estate 

mortgages. These people were small owners, except for two 

who ware renters.

There was a significant relationship (1 percent level) 

between willingness to assume debt and consumer credit out­

standing. Data supporting this conclusion are presented in 

Table VI. The highest percentage of families with no 

consumer credit outstanding were in the middle willingness 

to assume debt group. This situation does not mean that 

these people used no consumption credit. Soras of the money 

borrowed for other purposes may have been spent for 

consumer goods.

There was no indicated relationship between willing­

ness to assume debt and use of production credit. It has 

already been pointed out that most farmers look upon produc­

tion credit as being profitable and necessary. A high 

percentage of them borrow money to carry on their
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enterprises regardless of how they feel about debt.

The relationship between willingness to assume debt 

and real estate credit m s  not significant as shown by the 

chi square test of interdependence (Table VII)* However* 

the percentage of farmer® using real estate credit was 

highest among farmers with middle willingness to assume 

debt* Of the 25 families with real estate credit of §8,000 

or sore, 10 were in the group who were most willing to 

assume debt and 10 in the group that were families moderate* 

2ywilling. Of families with §3,001 to 17*999 of real 

estate debt* 26*1 percent were in the low group, $4*8 per* 

cent in the medium group, and 39*1 percent the high willing* 

ness group* For families with U  to -'1,300 of real estate 

credit outstanding an equal percentage (42,3 percent) were 

in the medium and high willingness groups, only 15*4 per­

cent of the families with this amount of real estate debt 

were in the low willingness group* Families with no credit 

outstanding were approximately equally divided among the 

low, medium and high willingness groups. It is possible 

that these families had not yet accumulated enough equity 

in their businesses to permit them to have a real estate 

loan.

Willingness to borrow does not account for all of the 

variations in use of credit* The family must have need for 

the funds and an opportunity to obtain a loan, from a
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willing lender* Sene families who are willing to borrow 

money may be unable to get the funds* Most lenders require 

security or a substantial equity in the farm business. The 

farmer with very little equity in his business may be unable 

to obtain a loan regardless of his attitude toward use of 

credit.

III. CHARACTERISTICS OF CREDIT USE

The total amount of consumption, production, and 

real estate credit outstanding was divided into four site 

groups for the purpose of analysis. The number of families 

and the average amount of each type of credit used are 

shown In Tables VIII and IX.

Consumer credit usually is not outstanding in as 

large amounts or used as often as production or real estate 

credit. Twenty-two of the 55 who had consumer credit out­

standing had amounts of less than 31,300. The average 

amount of consumer credit of these 22 families was 3247. 

Forty-nine of the 146 who used one or more of th® three 

types had credit outstanding of 31,300 or less. However, 

eom® families had fairly large consumer loans. Fourteen 

of the 55 who used consumer credit had loans that averaged 

1,027. The percentage distribution of loans by types Is 

shown in Table IX. .

The data presented in Table X show the number and
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percentage of families in each total credit group haring 

loans of different types* Production loans were the most 

common and consumption loans the least* Consumption loans 

tended to be small and real estate loans large* Of the 

families haring less than $1,300 of credit outstanding, 

65*3 percent had production loans* The average amount was 

$614* This group was 29*9 percent of all families haring 

production credit outstanding* Of the families with $1,301 

to $$,000 worth of credit outstanding, 63 percent had 

production credit* The average amount was $1,321* This 

group made up 30*3 percent of the total 107 families who 

were using production credit* More than four-fifths (35*7 

percent) of the families who had credit outstanding in 

excess of $5,000 had production loans* The average amount 

was *3,365 for the 42 families reporting* This group 

comprised 39*3 percent of all families reporting use of 

production credit* Of the families reporting real estate 

credit, 53.1 percent had total credit outstanding in excess 

of $5,000* Of families reporting credit outstanding of more 

than $5,000, 37*3 percent had real estate credit outstanding 

The average amount of real estate credit per family was 

$9,472.

The greatest number reporting consumption loans was 

in the $1 to $1,300 group and the fewest in the over $5,000 

group* However, the average amount per family using



consumption cred it is  g rea test fo r the high group and lowest 
fo r the low group* The average amount of consumption credit 
i s  le ss  than real es ta te  o r production c red it, but is 
associated with the amount of to ta l credit*

Real esta te  credit is  very Important in  the high 
to ta l  c red it outstanding group. Both the average amount 
and the number using i t  Increase as to ta l cred it outstanding 
increases* In the over $5,000 group, 36 respondents, 74 
percent, reported both rea l esta te  cred it and production 
c red it outstaying* Six of the 49 respondents had produc­
tion  and consumption cred it in excess of 5#000.

IV* ■ SOCIAL AND E.NVI RO CENTAL FACTORS 
iN W O C m  CREDIT USE

W s a u s a  '
Operators having several years of formal education 

used more cred it than those having very l i t t l e  education* 
Of the operators who had completed 12 years of education, 
31*9 percent had #5,000 or to re to ta l cred it outstanding. 
Twenty-five and nine tenths percent of those who had from 
9 to 11 years of education had #5,000 or more of c red it, 
and only 17*7 percent of the operators who had le ss  than 
eight years had #5»000 o r more to ta l  cred it outstanding 
(Table XI). Thirty percent of the college group had more 
than #5,000 outstanding. This group, however, was not
large and therefore the data say not be re liab le .
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The percentage of operator® who had no credit out* 

standing decreased as the years of formal training Increased, 

More than one-third (37*5 percent) of the operators with 

less than eight years of education had no credit outstanding, 

whereas only 15*1 percent of those with twelve years of 

training, and one-fifth of the college group were using no 

credit. For the group as a whole, the relationship between 

educational training and amount of credit used was signifi­

cant at the ten percent level#

As shown in Table XII, far® operators having sore 

education tended to have a greater willingness to assume 

debt. While the data were significant at the one percent 

level, the relationship does not appear to be consistent. 

Of the operators who had less than eight years of education, 

38,5 percent had a low willingness to assume debt, 30,9 

percent had medium willingness, and 31,3 percent a high 

willingness. For operators with 9 to 11 years of education, 

16,1 percent had a low willingness to assume debt. Of this 

group, 61,3 percent had a medium willingness to assume debt 

and 92,6 percent a high willingness, Nearly 20 percent 

(19,7) of th® operators with 12 full years of education wer® 

classified as having a low willingness to assume debt, 39*4 

percent had medium and 40,9 percent a high willingness to 

assume debt. Only ten of the 203 operators In the sample 

had one or more years of college training# Five of these
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were classified as having a high willingness to assume 

debt, two as having medium willingness, and three a low 

willingness to assume debt* The formal education of the 

wife also was closely associated with willingness to assume 

debt*

M t e U s M s
Only 21 of the 203 operators had S O B S vocational

training, but these men used more credit than did those who 

had not had vocational training* It is difficult, however, 

to draw a strong conclusion that vocational training 

influences farmer*s attitudes toward credit* The length of 

time spent and the type of vocational training varied widely* 

The types of vocational training of these operators included 

business training, pilot training, work in mechanical 

schools, and a few others* Men with vocational training

tended to be younger than the average farm operator and 

young men generally have a greater willingness to assume

debt*

M M U B S t a
Attitudes toward use of credit was not affected 

appreciable by the residential background of farm families* 

The residential background of the husband or the wife or 

the combined background of both parties was not significantly 

related to their attitude toward credit* The relationship 

between residential experience of farm operators and the 

amount of credit outstanding is shown in Table XIII*
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t o ^ i M W a
The resp o n d en ts  were q u es tio n ed  about t h e i r  p aren ts* 

a t t i t u d e  tow ard borrow ing f o r  p ro d u c tio n  and consum ption 

purposes* A ccording t o  th e  re sp o n se s  p a re n ts  ten d ed  m ild ly 

t o  f a v o r  th e  us® o f  p ro d u c tio n  c r e d i t ,  bu t th e y  m ild ly 

opposed th e  use  o f  consum ption c re d i t*  The purpose here 

was t o  f in d  o u t w hether o r  n o t th e  a t t i t u d e s  o f  p a re n ts  a re 

t r a n s f e r r e d  to  t h e i r  c h i ld re n ,  and th e re fo r e  a f f e c t  th e 

children*®  u se  o f  c r e d i t*  The d a ta  showed t h a t  th e 

a t t i t u d e s  o f  p a re n ts  had l i t t l e  o r  no e f f e c t  on th e  w i l l in g 

n ess  o f  th e  c h i ld re n  t o  borrow  money* However, th e  number 

o f  resp o n ses  was no t s u f f i c i e n t  t o  s t a t e  t h a t  th® r e s u l t s 

a r e  c o n c lu s iv e .

KNOWLw £  OF CREDIT SOURCES AND
TO CREDIT USE

RELATIONSHIP

The amount o f  c r e d i t  used by farm  fa m il ie s  was

c lo s e ly  r e la te d  to  t h e i r  knowledge o f  where lo an  fu n is  were

a v a i l a b le .  The u s e rs  may have a  g r e a t e r  knowledge o f

so u rce s  a s  a  r e s u l t  o f  t h e i r  borrow ing a c t i v i t i e s .  Many

borrow from  one so u rc e , b u t know o f  o th e r  so u rce s  and may 

u se  them when v a r ia t io n s  in  i n t e r e s t  r a t e s  o r  s e rv ic e

ch a rg es reduce th e  c o s t  o f  o b ta in in g  funds* 

M s M < t e £ & M I i ^ ^

D ata In  T able XIV in d ic a te  a  s ig n i f i c a n t  p o s i t iv e 

r e l a t io n s h ip  between knowledge o f  so u rce s  o f  c r e d i t  and 

w il l in g n e s s  to  assume debt*  For th e  low w ill in g n e s s  g roup ,
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4# *3 percent knew of two or less sources of credit that 

might be available to them* Among the medium willingness 

group, 29*3 percent know of two to four sources of credit* 

Only 22*4 percent of the families with a low willingness 

had knowledge of over four sources. Of the medium willing* 

ness group, 36*# percent know two or less sources, 34*2 

percent knew of two to four sources and 29*0 percent know 

of over four sources* Nearly 45 percent (44*9) of the 

high willingness to borrow families knew of over four 

sources* Of the families in this group, 31*9 percent had 

knowledge of two to four sources and 23*2 percent knew of 

two or less sources* The data showed that the relationship 

between knowledge of sources and willingness to assume debt 

was significant at the one percent level* 

J&S«12ag2~2£-lfi&£^^

There was a distinct positive association between 

knowledge of sources of credit and the amount of total 

credit outstanding (significant at the 5 percent level)* 

This Is shown by the data presented in Table XT. Families 

with the larger amounts of credit outstanding had the 

greater knowledge of sources of funds* Families who had 

low knowledge, that is knew of two or fewer sources, had 

less credit outstanding* Of this group, 45*# percent had 

no credit outstanding, 20*# percent had $1,300 or less, 

19*5 percent had between #1,300 wed $5,000 and only 13*9
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percent had more than #5,000 credit* Of the families who 

had knowledge of two to four sources, 23*2 percent had no 

credit outstanding# The remainder of this group was some­

what equally divided as to the amount of credit outstanding# 

Nine families or 13,6 percent of those knowing over four 

sources had no credit outstanding# Seventeen families 

(25*8 percent) had credit outstanding of less than #,300, 

18 families (27*3 percent) had credit outstanding between 

|l,300 and |5,000, and 22 families (33*3 percent) had credit 

outstanding in excess of #5,000#

J& 2)0£& ^J^^
Knowledge of sources of credit seemed to be associated 

with use of consumer credit. Of the families with low 

knowledge of sources, 84.8 percent had no consumer credit 

outstanding. Of those who knew of two to four sources, 

76.9 percent had no consumer credit. Only 56.1 percent of 

families with a high knowledge of sources had no consumer 

credit outstanding (Table XVI)# 

Knowledge of Sources and Site of Farm Business

Knowledge of credit sources was associated negatively 

with size of farm business as indicated by total assets and 

net worth (Table XVII). Families with a low knowledge of 

sources i«e. those knowing of two or fewer sources, had 

greater assets and net worth than those knowing about several 

sources. Families with a low knowledge had total assets of







#3$,649 and net worth ©f $36,474. The average total debt 

far this group was $2,175# giving the* an average equity 

of 94*4 percent.

Families with medium knowledge of sources of credit, 

had average total assets of 116#562 and not worth of $32,563 

(an average equity of 69*1 percent).

Families with the highest knowledge of sources of 

loans had the lowest total assets and the lowest equities 

in their businesses. The average totalassets of this 

group were $30,676 and their net worths $26, 14$ • This 

gave them an average total debt for the group of $4*526, 

and an average equity of $5*2 percent.

The data show that knowledge of credit sources was 

related to use. It increased with willingness to borrow 

money and with the amount of credit outstanding. From the 

factors available for the analysis it was not determined 

whether knowledge was a result of experience in the use of 

credit or whether knowledge tended to make farmers more 

willing to borrow. Farmers may be more willing to borrow 

after having had contact with credit institutions. 

Families who do not have this knowledge may avoid debt 

because of lack of understanding about use of credit. They 

may h a w  had very little experience with credit or that 

which they had may have been unsatisfactory.



56

W S M O I U J ^O ^ L ^
Information in Table XVIII Indicates that the use of 

more types of credit Is positively associated with knowledge 

of credit sources* Of families with no credit outstanding, 

57.9 percent had knowledge of two or fewer sources. Of 

families using only one type of credit, 37.7 percent had 

knowledge of two to four sources. The largest percentage 

(46.4 percent) of families with combinations of consumption, 

production, and real estate credit had knowledge of over 

four sources.

Information 1® not available as to whether the 

families with combinations of types of credit had a separate 

source for each type. It is not determinable from this 

information whether the knowledge is a result of use or 

vise versa.

VI. GOALS AFFECTING CREDIT

An effort was made to determine the effects of family 

goals upon attitude towards credit, and upon the amount of 

credit used. Each housewife was given 14 goals and 

Instructed to select four which the family was working 

particularly hard to accomplish. She m e  also asked to 

select four additional goals to which the family was giving 

special attention. The goals selected were compared with

the credit attitudes of the respondents and to determine
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their relationship to the use of credit

to to a o ls L Xj f * t t ™

Goals wore classified as to whether they were 

related to production or to consumption# Thirty-two per­

cent of the families were rated as being low in the ratio 

of production to consumption goals* Their ratio was less 

than 0.9* Twelve and two tenths portent had a ratio between 

0.9 and 1.09* These people emphasised production and 

consumption goals with approximately equal intensity. Fifty- 

five and eight tenths percent of the families had goals 

oriented clearly towards production considerations, with 

ratios above 1.10. The results may seem unrealistic as 

the final reason for production is consumption. However, 

many farm families may believe that a high level of produc­

tion will make it possible for them to maintain consumption 

at a high level.

M l t M M M M i U ^
The data in Table XXX show the relationship of goals 

to credit attitudes and credit use. Only those goals which 

were found to have significant relationships will be discuss­

ed. The complete list is given in the appendix. Thore was 

a significant positive relationship between the goal to 

reduce indebtedness or get out of debt and willingness to 

assume debt. Families with a low willingness to assume 

debt gave this goal a high priority. Fifty-three and
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five tenths percent of the low willingness families selected 

it as a goal they were working particularly hard to 

accomplish. Eight and six tenths percent included it in 

the second group of goals, and 37*9 percent did not select 

It as a goal. Families with a middle willingness to assume 

debt considered this goal less Important. Only 40.7 percent 

selected it in the first group, 13*2 percent selected it in 

the second group* In the high willingness to assume debt 

group, only 29 percent of the families gave this goal a 

high priority. About 20.3 percent selected it in the second 

group, and 50.7 percent did not include it as a goal,

A goal that had a significant negative relationship 

with willingness to assume debt was the desire to Increase 

savings* Of the families in the low willingness to assume 

debt group, 53*4 percent gave increased savings as a high 

priority goal. Of these families, 345 percent selected the 

goal In the second group, and 12.1 percent did not Include 

it as a goal* Thirty-nine and five tenths percent of the 

families in the middle willingness to assume debt group 

selected this goal in the first group, whereas 40,8 percent 

selected it in the second four* Of the high willingness to 

assume debt fsailles, 39*1 percent selected the goal In the 

first group, 26*1 percent Included It a® a secondary goal, 

and 34,8 percent did m t  select it as a goal.

The desire to provide for special education for



children such as music lessons, business or nurses training, 

or college training was another goal which was related to 

credit attitudes* Families In the high willingness to assume 

debt group gave this goal high priority. Almost one*third 

(31*9 percent) of the families selected it in the first 

group of goals, and 17,4 percent included it as a secondary 

goal. The remaining 50,7 percent did not select it as a 

goal. Of the families in the medium willingness to assume 

debt group, 26.3 percent gave this goal first priority and 

21.1 percent placed it in the second group of goals. 

Nineteen percent of families with a low willingness to 

assume debt selected this goal In the first group? 15,5 

percent included it in the second group? and 65.5 percent 

did not include it in either goal priority group*

The goal to provide recreational activities for each 

family member, or as a family group was not of major impor­

tance on the farms studied. Only 7*4 percent of the 

families included it in the first group and 17,3 percent 

selected it in the second group. Fourteen and five tenths 

percent of the families with a high willingness to assume 

debt selected this goal in the first group? 20*3 percent 

placed it in the second group, and 65,2 percent did not 

select the goal. Three and nine tenths percent of the 

families with a medium willingness to assume debt selected 

this as a goal in the first group? 21.1 percent Included it
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in the second group? and 75 percent did not choose i t  as 
one of the ir top eight goals. Within the group of families 
with a low willingness to assume debt# only 3,4 percent 
selected the goal in the f i r s t  group# 3,6 percent in the 
second group# and 88 percent did not select i t , 

M U & B O ^ J ^ U i
The goal of improving fam buildings and adding to 

fixed equipment was closely associated with the to ta l 
credit outstanding (Table XX), Of the families with no 
credit outstanding# 52,6 percent selected th is goal in the 
f i r s t  group# 28,1 percent included i t  in the second group# 
and 19,3 percent did not select i t  as a goal. This goal 
was selected in the f i r s t  group by 30,6 percent of the 
families with credit outstanding. I t  was included in the 
second goal group by 22,5 percent of these families# 
Approximately 48 percent (47,9) of the families with credit 
outstanding between ##301 and 55»000# selected th is goal 
as receiving special attention. Twenty-five percent 
selected I t  as being a goal receiving secondary attention# 
and 27,1 percent did not include i t  among the eight 
selected goals, Forty-nine of the families with credit 
outstanding in excess of B»000 selected th is goal as having 
high priority? 38.8 percent gave I t  second priority  and 
only 12.2 percent did not include i t  in the f i r s t  eight.

The families with large amounts of credit outstanding#
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and families with no credit outstanding of whoa a high 

percentage wanted to add to farm buildings and fixed equip­

ment* had high average net worths and total assets* 

Families with large amount® of credit outstanding 

often selected the goal of paying their debts* Almost 

three-fourths (73*5 percent) of those with total debts of 

more than ?5,000 had as one of their principal objectives 

to reduce their obligations or get out of debt* An 

additional 14,3 percent of these families selected this 

goal in the second group objectives* whereas only 12.2 per­

cent did not choose this goal* Among families with debts 

between £1,301 and 05#000* 54.2 percent selected freedom 

from or reduction of debt as one of their principal goals, 

18.7 percent selected this goal in the second group# and 

27*1 percent did not include it in the eight goals they 

selected. Forty-nine percent of families with 01,300 or 

less of credit outstanding did not select this goal, but 

32*7 percent gave it high priority, and 18,3 percent gave 

it secondary priority.

The fact that there was a high positive association 

between willingness to assume debt and total credit out­

standing already has been mentioned* Families with large 

amounts of total credit outstanding were more concerned 

about reducing or paying off their debts than families with 

small amounts of credit outstanding. This fact Indicates
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that aven though these families are willing to use large 

amounts of credit, they are concerned about repayment of 

their debts*

Families with a low willingness to assume debt were 

more concerned about repayment than those with a high 

willingness to assume debt* The data show that farm people 

do not look upon credit as a resource to be used in improv* 

Ing the combination of economic factors that make up a farm 

business* Instead, many consider credit as an emergency 

resource to be used sparingly to keep the business going*

T O *  SIZE OF FARM AND CREDIT ATTITUDE

The amount of credit outstanding was related to the 

else of fanes* The percentage of operators who used no 

credit declined as farms increased in total acreage (Table 

XXI)* likewise, the percentage of operators with #5,000 or 

more of credit outstanding increased with the total acres 

in the farms* This may have been the result of additional 

borrowing to purchase land* A greater percentage of 

operators with fewer than one hundred sixty acres had no 

credit outstanding than did operators of medium sised and 

large farms*

For families with #1,300 or less of total credit the 

average acreage was 213* For those with #1,301 to |5»OOO 

outstanding ths average site was 2^0 acres* Families with
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credit outstanding in excess of 35,000 had an average of 

333 acres (Table XXII).

The Medium willingness to assume debt group had the 

largest average total assets, 139,339 as compared to 

$34,0*3 for the high group and 131,476 for the low group 

(Table XXIII). The medium willingness to assume debt group 

likewise had the largest net worth* However, the average 

debt was greatest for the high willingness to assume debt 

group. Associated with this situation was a lower percent 

of equity. The high group had an average of 88*0 percent 

equity} whereas the medium group had a 90.5 percent average 

equity and the low group 92.4 percent average equity. All 

groups had collateral enough for additional credit. If the 

members had wanted to borrow more money.

The data In TableMil show the relationship between 

credit outstanding and total assets by borrower groups. 

The group with more than #5,000 worth of debts outstanding 

had the greatest average total assets and net worth! but 

they had the lowest percent of equity. Again the net worth 

was adequate to support additional debt for the average 

operator in the group.

The average farmer in the area is not using as much 

credit as the equity in his business would justify. No 

doubt returns are reduced by this failure* Farm records

from Northern Missouri show that the average Investment
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in  farm businesses th a t brought in  #5>225 of net income in 
1957 was $53 >576.2  The average investment of farmers in 
th ia  study was 131,486 and of those who had no cred it out­
standing was t3 5 » 7 ^ . Both amounts are below the optimum 
fo r f u l l  u t i l is a t io n  of economic factors in  a farm business.

T i l l . ' 0 ® H  ABD T® FAMILY CYCLE*

There seemed to  be a re la tionsh ip  between the stage 
in  the family cycle and c red it use on the farms in  th is 
study. The family cycle was measured by the age of operator 
and wife, number of years married, and family composition. 

AM  .
Age of the farm operator may be a fac to r in determin­

ing his w illingness to  assume debt. Younger operators had 
a greater w illingness to  borrow, as indicated by th e ir 
responses to  the a ttitu d e  statements. This re la tionsh ip  i s 
indicated by data tn  Tabla XXIV. Of the operatons under 
fo rty , 42.9 percent were in  the high willingness to  assume 
debt group, whereas only 23.0 percent of those 55 and older

2 Faul H. Bebermeyer, M ssourl Farm Buplimsa Swy e rv . 
1957, A gricultural Esstension JseW i^, u n iv e rs lty o O S sB o u rl, 
1958, pp. 13 and 15.

♦Stags 1. Establishment of the family, Stage 2. Child­
bearing and preschool, Stage 3. Elementary school period, 
Stage 4* High school period. Stage 5. College period, Stage 
6. Recovery period.. Stag® 7. Retirement period. (For a 
more complete discussion of family cycle seo the appendix).
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were in this group* Only 25 percent of the young operators 

were in the low willingness category, whereas 38.7 percent 

of the oldest operator® were reluctant to assume debt. The 

chi square test showed that the relationship was significant 

at the 10 percent level.

A similar analysis of the ages and attitudes of 

wives showed that the younger wives were more inclined to 

borrow money than those who were older. However, the 

relationship between the wife*® attitude toward debt and 

her age was not as significant as for th® farm operators. 

dumber Years Married

As the number of years farm couples had been married 

increased their willingness to assume debt decreased (Table 

XXV), For couples married fifteen years or less, 24.6 

percent were unwilling to assume debt, while 37.7 percent 

were in the high willingness group. Of the couples married 

15 to 29 years, 21.8 percent were in the low willingness 

group, and 33*4 percent in the high group. Couples married 

30 or more years were even less willing to assume debtj 

38.9 percent were in the low willingness group, and only 

31,9 percent in the high group. No doubt this relationship 

reflects the Increasing conservatism of people as they grow 

older. It may also indicate a decreasing need for credit 

as a family becomes more firmly established in a farm 

business.
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A similar relationship was exhibited between number 

of years married and total credit outstanding as was 

evident between years married and attitude measured in 

terms of willingness to assume debt# Eighty-three percent 

of the couples married lees than fifteen years had some 

credit outstanding# Of couples married from fifteen to 

twenty nine years, 79*5 percent had credit outstanding: 

and 55.6 percent of the couples married thirty years or 

more had loans outstanding (Table XXVI).

The data in Table XXVII further illustrate these 

relationships, In this table is presented the average 

number of years married, number years fanned and size of 

family for each size of credit outstanding group. The debt 

free group and low credit groups had been farming and 

married a greater number of years on the average than had 

those with larger amounts of debts.

Stubbs, in a study of Indiana farm families, found 

that “The percent of all families reporting debts over 

15,000 increased with each stage in the family cycle to the 

recovery stage then sharply declined.** No family In the 

retirement stage reported debt as high as 110,000# Eighty­

eight percent of all families in the retirement stage 

reported indebtedness in the lowest group 11,000 and under#$

^Alice Stubbs, "A Study of Factors Affecting Financial 
Security in a Group of Indiana Farm Families, No# 1 (Secure 
Families).” (Unpublished Ph#D. thesis, Purdue University, 
Lafayette, Indiana), p. 37.
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M 2 O W 1 U S

The average size of family shotted a positive 

relationship with credit outstanding as shown in Table 

XXVII. The average size of family with no credit out­

standing was 2.9 as compared to 4.0 for those with debt 

of over #5,000#

Families with no children at home had a lower 

willingness to assume debt than those having children 

under 13 years of age. In only two of seventy-two families 

with no children was the wife under thirty five years old. 

This group was made up of older couples with no children 

at home. As shown in Table XXVIII, families with children 

under fourteen years of age tended to have the greatest 

willingness to assume debt. Families with children 

fourteen years of age and older seem to be slightly less 

willing to assume debt than families which include no 

children. However, this difference does not seem to be 

significant.

Table XXIX shows the relationship between family 

composition and the amount of credit outstanding. The 

data Indicate greater use of credit by families when the 

children are all under 13 years. Families with children 14 

years and older seemed to use less credit and in smaller 

amounts, but used more than those families with no children.

The importance of family composition would seem to
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be important as affecting the amount of credit outstanding * 

The importance ie probably the stage of the family cycle in 

relation to progress of capital accumulation and debt 

repayment in the farm business# In the next section the 

relationship of the farm business cycle with credit 

attitudes and credit use will be discussed#

IX# EVIDENCE OF FARM CREDIT CYCLE

The amount and type of credit outstanding seemed to 

vary with the process of capital accumulation and establish­

ment of the farm business# The following section 1® an 

analysis of credit use in thie setting#

Total .credit# The total amount of credit outstanding 

was significantly related negatively to the number of years 

the operators had been fanning. The data in Table XXX show 

that operators who had farmed less than fifteen years had 

more credit outstanding, than those who had farmed a 

greater number of years# No credit outstanding was reported 

by 43*1 percent of the operators who had farmed thirty 

yeans or more# Whereas, of the operators who had farmed 

less than fifteen years only 11*1 percent had no credit 

outstanding. More than one-fourth (28*4 percent) of the 

operators who had farmed from 15 to 29 years M d  no credit 

outstanding# The data show further, that 31#7 percent of
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the operators who had farmed less than 15 years had #5,000 

or more of credit outstanding# Only 12.3 percent of those 

who had farmed JO years or more had this amount outstanding 

Consumer credit#* The amount of consumer credit out­

standing was not cloeely related to the number of years the 

operator and his wife had been married (Table XXXI). The 

greatest amount was used by couples who had been married 

from 15 to 29 years. Over one-half of the families having 

over $650 of consumer credit outstanding were in this 

group.

A reason for this attitude might be that young 

families are using production credit In the early years of 

their farming career and curtail expenditures for consumer 

goods# until production capital has been accumulated and 

credit for this purpose has been reduced.

Families who used only consumption credit had farmed 

an average of 24.9 years. Those who used production credit 

only had been farming an average of 17.9 years. Families 

who used both production and consumption credit had been 

farming an average of 19.9 years.

Production credit. The data in Table XXXII show 

that operators who had been farming the shortest time were 

using the most production credit. Twenty-seven percent of 

those who had been farming less than fifteen years had over 

#2,600 of production credit outstanding5 only 4.8 percent 

of the operators who had been farming over thirty years had
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this amount# Of the operator® who had farmed less than 

fifteen years, 25.4 percent had production loans between 

1901 and 82,600. Two-thirds of the men who had farmed lee® 

than fifteen year® had some production credit outstanding* 

About 58*1 percent of those 15 to 29 years were using 

production credit, and only 36.9 percent of those who had 

farmed 30 or more years used production credit.

Heal estate credit* An analysis of the use of real 

estate credit revealed that 36.8 percent of the farmers 

interviewed had mortgages on their farms. There was a 

tendency for the men who had been farming the shortest time 

to have larger mortgages than those who had been farming 30 

or more years, but the results were not conclusive* The 

chi square test was not significant at the 10 percent level. 

Tenure

Operators who rented their farms tended to be less 

willing to assume debt than owners or part owners, but the 

difference was not significant at the 10 percent level. 

Approximately one third of the number in each tenure group 

were classed as high in their willingness to assume debt* 

.Total credit* The most significant fact in comparing 

total credit and th® tenure of farm operators was the fact 

that more tenants had debts outstanding of between $1 and 

11,300 {Table XXXIII), than did owners or part owners. 

Forty-two and one tenths percent of tenant operators had
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this amount of credit outstanding compared to 16,7 percent 

of part owners and 22*2 percent of full owners* About one­

fifth (21.1 percent) of the tenant operator® had no credit 

outstanding, whereas 22.7 percent of the part owners and 

$4.4 percent of the full owners had no debts. More than 

one-third (36.4 percent) of the part owners had v5,000 or 

more of credit outstanding (Table XXXIII).

Rupel in a study of farm financial security of a 

group of Indiana farm families found a definite relationship 

between tenure and total indebtedness. She found that only 

two percent of the renters had #0,000 or more total 

indebtedness. Of all renters, 87 percent had |5»000 or 

less total Indebtedness.11

Production credit. Less than one-third of the renters 

had production credit outstanding in amounts between 1900 

and §2,600. More than one-fourth of the part owners were 

using more than §2,600 for production purposes* Full owners 

did not use very much production credit (Table XXXIV)*

Number of years farmed. Of the operator® who had 

farmed less than fifteen years, 41,2 percent were renters 

(Table XXXV). Only 4*4 percent of the men who had farmed 

from 15 to 30 years were renters, and 12*7 percent of those

^Annabel J. Rupel, "A Study of Factors Related to the 

Financial Security of a Group of Indiana Farm Families, No. 
1 (Secure Families).** (Unpublished Master’s thesis, Purdue 
University, Lafayette, Indiana), page 112.
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who had famed th ir ty  years o r more were tenants. Of the 
operators who had fanned le ss  than 15 years only 28.6 p e r­
cent were owners; 47.1 percent of those who had famed 15 
to 30 years were owners, while 69 percent of the men who 
had farmed 30 years or more were owner operators. Apparent­
ly  i t  le  s t i l l  possible to climb the agricu ltu ra l ladder 
but the ascent may be slow.

Number acres. The operators who rented part o r a l l 
of th e ir  land had la rger acreages than those who owned 
th e ir  land (Table XXXVI). More than one-third of the 
ren ters (36.1 percent) and more than one-half (56.0 percent) 
of the part owners were on farms of three hundred or more 
acres. Only 18.2 percent of the fu ll  owners were operating 
farms of th is  s i te .  A large percentage of renters (41.7 
percent) operated fam s between 161 and 299 acres In s ize . 
More than one-half of the owners (52.5 percent) were on 
farms of fewer titan 160 acres.

M J f f i i *  I h ® ^ a  l n  Table XXXVII show that 
tenure was closely re la ted  to the net worth of farm operators. 
Almost three fourths (72*2 percent) of the renters had net 
worths of lees than £15,000. No operator in  th is  group 
had net worths in excess of §30,000. Approximately one­
fourth (24.2 percent) of the part owners had net worths of 
le ss  than 115,000, whereas 36.4 percent were in the $30,000 
o r more group. Among fu l l  owners 44.2 percent had net
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worths in excess of 330,000, and only 23.2 percent had net 

assets of less than $15,000. Mo doubt the financial 

conditions of ©embers of those groups influenced their 

attitudes and the amount of credit used. Most lenders want 

substantial collateral for loans. People who hare a small 

net worth may develop a negative attitude toward credit 

because of their inability to obtain loans. Similarly 

if the funds that are available do not permit the farmer 

to organise his enterprises efficiently the income above 

operating costs will be low and his credit experience 

unsatisfactory. Tims a borrower develops a negative 

attitude toward the use of credit*

The data tend to indicate that credit use is 

associated with the family cycle. The results cannot be 

considered conclusive because this study was done at a 

particular time. It may be that the families in the sample 

were not representative of the various stages in the cycle 

or the indication of the changes in the field of credit. In 

order to study this problem effectively it would be necessary 

to examine data covering a period of years. It would also 

be necessary to study a particular group of farm families 

and follow their changing environment over a period of 

years.

The data also indicate that the farmers who had been
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operators for 15 to 29 years had larger businesses in terms 

of acreage and net worth than those who had been operators 

for either longer or shorter periods* This may be an 

indication that the older operators tend to taper off or 

else they are just maintaining the smaller size unit which 

was appropriate at the time they built up their farm 

businesses*

Most of the younger operators rented their farms and 

were using production credit as a means of gaining posses­

ion of working capital* They were also trying to build up 

equity in order to purchase farm land with a real estate 

mortgage* The tendency was for the older operators to h a w 

a rather low level of credit outstanding* This low debt 

level may h a w  been a result of having accumulated their 

own funds already or perhaps less need for funds because of 

reduced farming activity* They also have been trying to 

avoid the risk of debt In their later years*

X* CREDIT COMBINATIONS

The data in Table XXXVIII show that nearly three- 

fourths (71*9 percent) of all families who were interviewed 

used some kind of credit* About one-half (52*7 percent) 

had production credit outstanding, 27*1 percent were using 

consumer credit, and 36.4 percent had real estate credit* 

The most commonly used combinations were types of production 

and real estate credit* This combination was used by 14*3
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TABB X K ? m

Percent of*

Bcm # 23.1

One o r  ware o f  th re e  t ^ s I M

0 W B ^ # l 55 27.1

Production 52*7

Real E state 74 36*4

C a isw tn .a i a l ly 6*4

P reductia i only 18*7

Betti E state  only 10*8

ConswKptim and ProdeetlOB 30 9*8

Consw^t? a i  and Beal E state . 3 1.5

Production and Baal Estate 30 14*8

C onsur^tiai, Production and Beal E sta te I f 9*4
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percent of the families* Only three fam ilies or 1*5 per­
cent of those interviewed had both consumption and rea l 
• s ta te  credit*

Less than one-tenth (9*8 percent) of the fam ilies 
who had consumption cred it also had production loans* and 
9*4 percent were using i t  in  combination with production 
and rea l esta te  loans* Six and four tenths percent of the 
fam ilies who were using consumption cred it had no other 
type of loan.

Production credit was used by i t s e l f  most frequently 
ra th e r than in  a combination.

An e ffo rt was made to determine the relationship 
between the number of years in  farming, to ta l acre® operated, 
net worth of the operator, and the amount of each type of 
c red it used. The data are presented in Tables XXXIX and 
XL.

■ Families using production cred it only had been 
farming an average of 17.9 years. Families with both rea l 
e s ta te  and production cred it outstanding had farmed an 
average of 19.3 years. Those fam ilies using both produc­
tio n  and consumption cred it had farmed an average of 19.9 
years. Families who were using consumption cred it only had 
farmed an average of 24,9 years* The fam ilies with no 
cred it outstanding had been farming the longest (30.1 years). 

Those fam ilies with rea l esta te  cred it outstanding
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only had an average of 289 total acres, whereas those with 

both real estate and production credit had an average 

acreage of 312. The smallest average acreage was on farms 

using only consumption credit*

Families using both real estate and production 

credit had the -higher average total assets, 151,703 as 

compared to #8,659 for those with real estate credit only. 

However, those with real estate credit only had a higher 

average net worth* The families with no credit outstanding 

operated fewer acres and had lower net worths than did the 

families using real estate credit or a combination of 

production and real estate credit. However, they had 

larger net worths and total assets than the farms in all 

other groups. Families who used consumption credit, 

production credit, and real estate credit in this combina­

tion operated an average of 247 acres, had total assets of 

134,261, and net worths of $26,627.

The families who used consumption and production 

credit in combination may have been oriented toward use 

of Income for consumption purposes which had reduced their 

rate of capital accumulation. Families using production 

credit had lower net worths and total assets than did other 

group®. These families had low net worths and were 

renters.

Data in Table XL show the average amount of credit
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outstanding in various combinations# The greatest amount 

was used by families who had both production and real estate 

credit outstanding* They had an average of #13,269 credit, 

A large proportion of this amount was real estate credit, 

but the amount of production credit outstanding exceeded ' 

that used by other groups# Families who used real estate 

credit only had an average of |5,O88 outstanding# Those 

who used all three types had #7,423 of credit outstanding# 

The largest part of this was real estate (14,788), whereas 

production loans made up fl,871, and consumption credit 

#764*

Among owners, real estate.credit was the largest 

item# However, large amounts were used for production 

purposes# -Rather small amounts were used for consumption 

purposes# Production credit was the most often used single 

type. Thirty-six percent of all families and 56*2.percent 

of those with loans outstanding used two or more types in 

combination rather than a single type#



CHAPTER V

SUMMARY AND CONCLUSIONS

I* SUMMARY

This study was made to determine the attitudes of 

fans families toward the use of different types of credit, 

the reasons for these attitudes, and their effect upon the 

amount of credit outstanding at the time th® families were 

interviewed. The data were obtained by interviewing 203 

far® families in Economic Sub-region 71 of Northern Mssouri 

and Southern Iowa* Th® information obtained included 

family goal®, attitude® toward use of credit, amount® of 

different types of credit used, farm balance sheet, purposes 

for which credit was.used, sources of Income, residential 

experience, and choice of alternative uses of funds and 

census information.

Th® responses to questions on attitudes toward 

credit use were combined Into score® to indicate the 

families willingness to assume debt. These were ranked and 

divided into three groups for the purpose of analysis. The 

relationships between willingness to assume debt and 

various credit used factors were then explored.

In general the families favored us® of earnings 

rather than credit for consumption items. Most of them 

believed it wise to postpone consumption until debts were 

reduced, or paid off. A few indicated a high time
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preference and favored purchase of consumer items on credit. 
These mentioned enjoying the artic les while paying for the® 
and the difficulty  of accumulating enough capital to make 
the cash purchase a® the major reasons for using consumption 
credit.

Most families were willing to borrow money for 
production purposes. Of the families interviewed, 60.3 
percent believed that production borrowing was productive 
and profitable. An additional 25.1 percent thought i t  was 
necessary. Most families believed that i t  was better to 
borrow than trying to accumulate cash to use credit for 
production purposes. Of the to ta l sample 36,8 percent 
responded positively to statements concerning use of 
production credit.

Most farm families feel that owning their own farm 
is  an important goal. Very few preferred permanent renting. 
They believed rent payment would pay for the fam .

Some families indicated an aversion to debt. Most 
families believed i t  wise to reduce debt as soon as possible 
because of r i  sice involved.

The families seamed willing to borrow for larger 
enterprises. Of families responding, 59.8 percent believed 
i t  better to buy a larger farm rather than s ta rt small and 
expand.

There was a strong association between willingness
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to assume debt and amount of total credit outstanding* The 

families with greater willingness in general had the larger 

amounts of total credit* Greater willingness was also 

significantly related to use of larger amounts of consump­

tion credit*

Production credit was used most often of the three 

types* One hundred seven families or 52*7 percent used 

this type of credit* Only 27*1 percent used consumption 

credit# and 37 percent had real estate credit outstanding* 

The average debt per farm operator reporting use of credit 

was $5,072. The average difference between net worth and 

total assets of all farmers who were interviewed was $3,515* 

The average amount of consumption credit was # 0 S  for those 

reporting* Production credit averaged $2,086 for those 

farmer's using it* The average was $6,420 for those using 

real estate credit. Twenty-six families used production and 

real estate loans together, and ha# average total credit 

outstanding of #3,269* Of this amount# 1 ) 396 was produc­

tion credit and $9,393 was real estate credit* The second 

largest amount of credit was on farms where a combination of 

the three types was used* The average total amount for the 

20 families using all three types was $7,422, of which 

#4,788 was real estate credit, $1,871 was production credit# 

and $764 was consumption credit*

The following factors were tested and found to be
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statistically significant on ths farms studied:

One percent level positive relationships:

1. Willingness to assume debt and amount of credit 

outstanding*

2. Willingness to assume debt and amount of consumer 

credit outstanding*

3* Willingness to assume debt and education of 

operator*

4* Amount of total credit outstanding and education 

of the operator.

5* Willingness to assume debt and knowledge of 

sources of credit.

6. Amount of total credit outstanding and knowledge 

of sources of credit.

7* Amount of consumer credit outstanding and 

knowledge of sources of credit.

^. Amount of total credit outstanding and the goals: 

(1} Add to farm buildings and fixed equipment. 

(2) Reduce our indebtedness or get out of debt.

9. Amount of total credit outstanding and ages of 

children.

10. Amount of production credit and number of years 

farmed.

11. Amount of total credit outstanding and tenure
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One percent level negative relationships:

1* Amount of total credit outstanding and number of 

years married*

2* Amount of total credit outstanding and number of 

years of farm operation*

Five percent level positive relationships:

1* Amount of total credit outstanding and number of 

acres operated*

2* Willingness to assume debt and ages of children* 

Ten percent level positive relationships:

1* Amount of total credit outstanding and education 

of the operator*

Ten percent level negative relationship:

1* Willingness to assume debt and age of operator* 

Relationships found not to be significant at 10 

percent level:

1* Willingness to assume debt and amount of produc­

tion credit outstanding*

2* Willingness to assume debt and amount of real 

estate credit outstanding.

3* Amount of total credit outstanding and operators 

residential experience*

4* Willingness to assume debt and number years 

married*

5* Amount of consumer credit outstanding and number 

of years married*
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H e o s  not tested statistically but relationships 

were indicated by the datat

1. Knowledge of sources and average net worth, 

amount of debts outstanding, and percent of 

equity of the far® operator#

2. Willingness to assume debt and the following 

goalst

(1) To reduce indebtedness or got out of debt# 

(2) To increase the family savings#

(3) To provide special educational opportunities 

for children#

(4) To promote recreational opportunities for 

the family#

II* CONCWSIOUS

Farm families seemed to believe that borrowing money 

is necessary and profitable for production purposes# This 

attitude was indicated by the amount of production credit 

used and the responses of interviewees to the attitude 

presented in the interviews# A high percentage of the 

families indicated that they believed it better to operate 

larger enterprises with borrowed funds than to operate 

small debt free businesses# They believed that the larger 

enterprises were sore profitable#

There seemed to bo an aversion to debt on the part 

of many families# They indicated that their principal goals
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were to jay off or reduce their debts* Farm families feel 

that debts increase the risk of financial failure*

The credit cycle is closely related to the family 

cycle, young operators who are tenants use relatively large 

amounts of production credit* After accumulation of 

working capital, they strive to achieve ownership using 

both real estate and production credit* As the operator 

and wife look forward to retirement, they repay their debts 

or reduce them to low levels* As the children leave home, 

less income is needed for family living, a smaller farm 

operation is adequate to provide a satisfactory level of 

income and the amount of credit used declines*

There is need for a research program that will reveal 

the productivity of capital when optimum use is made of it 

in setting up and operating well balanced farm businesses* 

This information would help farm families to make more 

productive use of credit* It might induce them to use 

credit as a continuing resource rather than looking upon 

the practice of borrowing money as an emergency or 

necessary measure to keep the farm business going*



BIBLIOGRAPHY



109
Bebermeyer, Paul H., Missouri Farm Busings® Sammagy, 1957. 

Agricultural Extension Service, University of ssour!, 
1958.

Bivens, Gordon E. "Flrm-Household Interdependence and Other 
Factors in  Relation to Use of Credit by Farm Families 
in Greene County, Iowa.” Unpublished Ph.D. th e s is , 
Iowa State College, Ames, Iowa, 1957.

C orliss, Mary J#, "Social and Economic Factors Related to 
Use of Consumer Credit by Farm Families." Unpublished 
Master*a th esis , Iowa State College, Ames, Iowa, 1958.

Heady, Earl 0 ., Black, William B., and Peterson, G. A.,
^ m m W ? ^  B  t e l  &a8ine8| and the Fa
AgHcuituraX & perlinentStatlon B ulletin 398. Iowa

•>CEV

State College, Ames, Iowa, 1953.
Korando, Sidney, "The Use of Credit by 154 Farm Families, 

Lawrence County, Missouri." Unpublished Master’s
th e sis , University of Missouri, Columbia, Missouri, 
1942.

Hupei, Annabel J . ,  "A Study of Factors Related to the 
Financial Security of a Group of Indiana Farm Families, 
No. 1 (Secure Fam ilies)." Unpublished Master’s th e sis , 
Purdue University, Lafayette, Indiana, 1958.

Stubbs, Alice, "A Study of Factors Affecting Financial 
Security in a Group of Indiana Farm Families." 
Unpublished Ph.D. th e s is , Purdue University, Lafayette, 
Indiana.

Swanson, Earl R., "Agriculture Resource Productivity and 
A ttitudes Toward the Use of Credit in  Southern Iowa." 
Unpublished Ph.D. th e s is , Iowa State College, Ames, 
Iowa, 1951.

Troelstrup, Arch W., Consumer P^blems and Personal Finance, 
New York: McGraw-Hill Book Company, In c ., 1957.

United States Bureau of the Census, Ui 
9^4. Volume I , Conn 
and 10.

Venetian, Eduardo L ., "Use of Production Credit by Farm 
Families." Unpublished Piaster’s th e s is , Iowa State
College, Ames, Iowa, 1959.



110

Young, Louise A., ”A Study of the Use of Consumer Credit by 
188 Farm Families, Ralls County, Missouri." Unpublished 
Master’s thesis, University of Missouri, Columbia, 
Missouri, 1941.



APPENDIX



112
FAMILY CYCLE1

B t t i *  I M t t i O W U B W L *  Less money is 
needed fo r food and clothe® fo r Just the young couple* 
Savings and investment and purchase of the more expensive 
household good® are possible during the f i r s t  few years of 
married life*

S M O a  . m i ^ t e t e L ^ ^ ^  General 
©senses Increase a l i t t l e *  especially hospital and medical 
b ills*  although these can be cut by purchase of group 
insurance. Household help may be required a t  times.

^§ g O * ASBffiM lU£i32M*^^ Current expenses 
continue to increase* Food costs increase some* but cloth­
ing expenses increase considerably* The children begin to 
demand more because they see what others have*

B MO *  M ^ O ^ m X - ^ M ’ ^ s  period brings the 
la rg est demand on family income up to th is  time* Educational 
expenses* in  a broad sense* usually consume the g reatest 
p a rt of the increase in expenditures* Financial pressure* 
such as use of the family car, parties* clothes* travel* and 
personal allowances* increases g reatly . There is  much 
social pressure*

W ^ O *  J& U O LW W * I f  ^  family sends the

m mPP* 58
^  ^ J ^ ® 1 ®11^ *  M O O S  m a m  m  m o B L £• (New York: MoGraw-ni£iT^oFccni^

and 59*
>
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children to college* this period Is sore ©pensive than the 

previous one# This is usually true even if the college is 

situated in the home town and the children earn money during 

vacations and during the college year# Most families should 

establish a college education fund because current income 

may not cover th® demands of this stage# '

^ g g j *  Hecoverv period# After the children ar© on 

their own economic power* family expense® drop considerably# 

The furniture is worn out or in need of repair# The house 

may bo paid for by now, but it needs major repairs# or it 

may be larger than is necessary at this time# The 

"twilight" period is falling, and much more of the family 

income needs to be put into a retirement plan.

Current expenses are

usually moderate unless medical bills increase considerably# 

Generally, food and clothing needs are low# Travel,

however, is in the air, and winters in the warmer climates 

are desirable# Perhaps the big old house is sold for the

comforts of apartment life#



■ . 1 1 4
FAMILY GOALS

A# Here are some of the goals which farm fam ilies often 
w rit toward o r want to accomplish, . (Lay out randomised 
cards before respondent, reading each item aloud aa i t 
la  la id  down).
F irpt —t e l l  me what special goals, i f  any, your family 

la  working, toward th a t are not hares . . . ...

Second —select four (4) goals to which your family is 

W MM  B W MUX MM M  w » U M  ** the 
present time*

Third —selec t four (4) goals to which your family is 

MB. M UM  S IM M  MMMlM a t  t h e  present 
time*.
Improve farm land*

^ Jb . Increase to ta l produetion of farm.
.^ o #  Own our own farm, or add to the amount of land 

or other real e s ta te  we own.
^ ^ d .  Expand the size of the farm enterprise* (Includ­

ing further cap ita l Investment, possibly).
^ e ,  Add to or improve farm buildings (other than 

the house) and/or such fixed equipment as fence, 

feeding flo o rs , water system for livestock.

. ^ f » Reduce our indebtedness or get out of debt*
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.g« Increase our saving account.

,,_h. Add to moveable home furnishings or household 

equipment.

..1. Improve the house itself or improve or add 

such things as home water system, furnace, 

kitchen cabinet®,

.h  Improve the yard and exterior appearance of the 

house.

^ k .  Provide for special education of our children, 

such as music lessons, business or nurses 

training, or college*

„_!♦ Promote recreational activities by each family 

member, or as a family group.

,_ji. Gain and/or maintain the respect of my neighbors 

and other community members.

^ n .  Take part in community affairs and organisations.
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