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What do changes in comn prices, the stock
market, and unemployment have in common?
They can ail impact farm household income. While
the effect of comn prices is straightforward, the other
effects are often downplayed Thisisthe lastina
series of Commentators that looks st the structure
aof South Dakota Agriculture. The prevalence of off-
~ farm income and how it influences farm household
income are examined. Because wages are a major
source of off-farm income. the hours worked on and
off the farm by farm households are also examined.

Off-Farm Income

income received from nonfarm (offfarm)
sources is @ maior component of net income
eamed by many farm families. Since 1964 3
majonty of net income eamed by farm families in
the U 8. has originated from off-farm sources.
These sources of income include {in order of
importance): wages and salaries, nonfarm business
samings, interest and dividends, pensions and
social security, and nonfarm rental income.  Almost
three-fifths of off4arm incoms ;s egmed as wages,
salaries, and compissions.

The most recent statistics on off-farm
income are only available at the nation az level from
the USDA. In 1988, the average | ;
nousehald had $54,347 in income : 4
that amount, however, only 10 percent came from
farming activities. On average, households with
farm sales volume below $100,000 did not have
positive income from farming.  For househalds with
sales between $100.000 and $250.000, off-farm
income was about equal to farm income. Only for
households with sales volumes above $250,000 did
farm income excesd off-farm income.

A regional breakdown of household income

;s only available as recently as 1995 (Sommer, et

. 1988} inthe U5 the average farm operator
hausahaid incomes was 344 352 of which 11
parcent came from farming. The situation was
quite different in the Northemn Plains (North Dakota,
South Dakota, Nebraska, and Kansas). Average
farm operator household income was lower at
£39.148 and 26 percent came from famming. The
percentage of income from farming in the Northern
Plains was the highest among all regions in the
.8, Hence, farm operator households in the
Northern Plaing would be more sensitive to
changes in farm income relative 1o other U.B. farm
houssholds.

Occupation and Employment Trends

Farmers themselves account for a growing
portion of the off-farm income samed by farm
households. Farming is the principal occupation of
only 73 percent of South Dakota farm operators.
The number of operators claiming a different
accupation has been increasing, and at a faster
pace in the last ten years,  The number and
propartion of farm operators reporting full-time off-
farm employment and/or reporting their principal
pooupation as “sther than farming’ has increased
over ime. In 1997, 25 percent of South Dakota
farm operators worked 200 of more days in an off-
fam job compared to 17 percent in 1878, The

_incidence of full-time, off-farm employment and

pringipal occupation of “other than farming” are
associated with very small farm operations w:t?z
less than $20.000 of gross famm sales.

Approximately two-thirds of farm operators
in 1987 that worked off-farm more than 200 days,
andfor did not consider farming to be their principal
occupation, reported gross farm sales of less than
$20.000. Senior farmers, 55 years of age and
older, were much more fikely to list their principal
pooupation as farming compared to young and
middie-aged farmers.

From 1978 to 1987 there was 3 noliceable
shift from farmers working off-farm part-time, less




than 200 days. o {anmers working closer to full-ime

off-farm, more than 200 days. The trend towards
more full time off-farm work continued from 1887 to
1887, However, cﬁmng this latler span there was a.
corresponding decrease i the percentage of
farmers mmut; f farm wotk. In 1897, orfiy 55
f farmers n d no off-farm income
while over 25 percer pried more than 200 days
of off-farm work. This trend is consistent with the
recent increase in aperatars ciaimmg pooupations
ather than farming. The Census in 1987 was also
the first time that more than a guarnter of op atms
reported wcrk;ag cisse fo fu $~iime off the famm,

A more cnmp%ete anaiyses of farm :
household employment and incoms requires
information on employment and income received
{by type} by all family members, espac;aiiy forthe
oparator and spouse. Korb {1988} reporis that farm
operators andior thelr spouses are employed in off-
farm work in 62 percent of U.S. farm houssholds.
Both farm operator and spouse are ampiayed aff-
~ farm in 26 percent of U S. farm households (T able
1). Only 38 percent of 1.6 fam households have
neither operator nor spolse wcfkmg affmfarm and
over half of these farm operators are over 85 yaars
oid. Furthermore, Kork (1899) reports that a
drawback to consider is that most farm family
members who work off the farm do so aut ofa

‘need” for at:idstwnai ncome,

For M:dwest farm households, it is more
likely that either the spouse only or both pperator
and spouse are working ofi-farm, relalive to the
148, as a whole. Adding the “spouse only and

*neither works” categories one finds that 52 percent
of Midwast farm apémmm do not work off the farm.
~ This percentage is consistent with the 55 percent of
~ South Dakota eperazors who mpertad no off farm
work. »

Hours Wbikad by .Fatm éﬂou,sehoiii@e

A more refined bregskdown of the howrs
worked by operators, wmsses and other laborers
on farms was also reported in Korb (1898). The
time the operator worked on the farm was reported,
as were the shares for different workers. Data in
Table 2 show the estimated numberof hours
worked on the farm by the different categories of
off-farm work by the fapéraivr‘ and spouse.

Several patt&ms are canszsiem with what

one would sxpect across the different categories.
When both the Qperamr} and spouse work off the

farm the fewest total hours are worked on the farm.
This category also has the mghest percantage of

“all other workers” contributing labor to the farm
operation. When only the operator ! works off the
tarm the average number of hours worked on the
farm by the operator is the lowest across the

_ different categories. The amount of hours worked

by the operators on the farm is slightly above 1000

hours or roughly 20 hours a week. The spouse’s

share of labor is hagmst for pperations in this

’catagory

The most eﬁ*farm work oocurs when only

 the spouse works off the farm This calegory is

aisn rapresematwe,a when the operator works the
largest share and most absolute hours. The fotal
worked by the opseraior is equivalent fo aboul 80
hours a week on the nperaimn The share of
spouse and all other workers is towaest for this
category, but the total hours worked on such
operations is the mghest of the different categories

2t 3.300 hours a year. The lower number of on-
_ farm hours worked by farm households where

neither works off-famm is closely refated to the fact
that more than 50% of these farm operations are
pperated by senior farmers B8 years of age and
oider,

implications

Farm househoid income levels continue fo
keep pace wsti'% mgzonai anci natmnai trends of

natxonmde ec{momzc pwspacts ana goad 3
continued increase in income levels is anticipated
for 8 D farm households. However, the source of
housshold income will most likely come from '
continued off-farm income sources and labor force
participation bya spouse, the operator, of bﬂﬁ'i
While off-farm income provides a stable source of
hous&haid income, it may come at the cost of
mnmng a amaiier or more speczahzed Qperahcm

z}f mumpiaa fa{m emerpnses
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Market
 Analysis

A marketing information program siring on South Dakota
Public Television 9t 9:30 pm CST on Friday night and again
at 12:30 pm om Satrday momning. The program is produced
by the Economics Department at SDSU, i cooperative with
the 3DSU Cooperative Extansion Service and the SDSU
College of Agriculture and Binlogical Sciences.
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