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ABSTRACT

When people migrate they carry with them the investments which have
been made in them. This phenomenon has long been recognized and the
literature abounds with references and near references to it, but rela-
tively little has been done to systematically estimate the transfer of
social capital which off farm migration occasions.

In this study an attempt was made to determine the magnitude of the

-—

unamortized agriculturally derived public educational investment which
resided in off farm migrants of the 1940 decade. The estimating pro- :
cedures used involved making estimates of the educational attainment ]
of the migrants and converting these to the number of years of elementary
and secondary education and the number of years of college training.
Appropriate adjustments were made to allow for the fact that presumably
in time the investment in education amortizes itself.

Estimates of the cost of education in 1940 were used to produce
estimates of total public investment in the education of off farm
migrants. Next, estimates of that proportion of the total public in-
vestment derived from agriculture were used to produce estimates of
agriculture's contribution.

It appeared that the educational investment made by agriculture in
the migrants was about $2.5 billion in 1940 dollars. This amounted to
a little over $5 billion in terms of 1959 dollars.

These estimates of agricultural contribution to the social capital

of the nonfarm economy could be viewed in perspective only if it was
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realized that this drain on agricultural incomes was only a small part
of the total drain which resulted from excess population in agriculture.
Conservative estimates indicated that fa.mﬂy expenses far exceeded the
agriculturally derived public investment in the education of these
migrants. Government payments over the decade were about $4.5 billion
in terms of 1940 dollars. This suggested that agriculture contributed
more to the growth of the nonfarm economy than farmers received in
government subsidy, for the drain on agricultural incomes occasioned

by the rearing of off farm migrants far exceeded the transfer payments
by government to agriculture.

Net new investment in physical farm assets for the 1940 decade was
about $4.6 billion in 1940 dollars. Agriculturally derived public edu-
cational investment embodied in the decade's off farm migrants was about
$2.5 billion. This sug.gests that during the "forties" for every two
dollars of net new investment in physical farm assets, about one dollar
of investment by agriculture in the education of off farm migrants be-
came part of the social capital of the nonfarm economy.

This study clearly indicated that there is a flow of social capital
from agriculture to nonagriculture. At the time of this study it
appeared that the society was very cognizant of the nonfarm to farm
income transfer through government agricultural programs and only
slightly cognizant of the reverse flow of social capital.

Should the nonfarm sector become aware of the contribution which
it appears to be receiving from agriculture it is possible that attempts

may be made to find ways by which more '"equitable" participation may be






had in the costs of rearing and educating farm people who are destined

to make their productive contribution to the nonfarm economy.

The implications are many, but only those with respect to education
are dealt with here. For states in which the off farm migrants remain
within the state, state aid to schools could help reduce the heavy
pressure on the agricultural sector. For those migrants who leave the
state, there seems no alternative to federal aid to education, if the
intent is to remove the heavy demands upon agriculture that have arisen
(and will continue as out migration continues) as a result of the in-
vestment that is made in the education of rural youth who then migrate
to the nonfarm economy.

From the standpoint of society as a whole there is considerable
evidence that a much greater investment than is now being made in the
education of most migrants would be justified. In view of the already
heavy burden borne by agriculture, it is probably too much to expect
that industry to substantially increase its expenditures in the educa-
tion of off farm migrants, especially since the nonfarm economy would

be the major beneficiary of such increased provision of social capital.
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CHAPTER I

INTRODUCTION!
The Problem and Its Background

It is generally believed, and there is evidence to suggest, that
investment in the human factor is important in relation to the pro-
ductivity of the society as a whole. In addition, it has implications
for the productivity of sectors of society.

If a nation is viewed as a single unit in which there is a large
degree of equality in income and asset ownership, the source of invest-
ment made in the human factor is irrelevant. However, when the
economic structure of society is viewed as composed of more than one
unit and when certain resources tend to flow in one direction, the
extent to which a sector contributes to investment, the benefits of
which accrue to the other sectors, becomes a relevant consideration.

Each year rather substantial sums are allocated by the agricultural
sector for health, education, and welfare of youth who are destined to
spend their productive lives in the nonfarm sector.

When people migrate from the agricultural sector of the economy
they carry with them the investments made in them by individuals and

by the society as a whole. This, coupled with the tremendous off farm

IThe noun agriculture and the adjectives and adverbs which can be de-
rived from it are used frequently in the report of this study. These
words are used in a very narrow sense. In this study, agriculture
refers to farms and that alone.

Frequent use has been made of the words migrants and migration. In
every case, it is to be understood that reference is made to persons
who physically migrated from farms and to the process of off farm
migration, respectively.






migration in the United States, 8,610,0002 for the 1940 decade, suggests

the hypothesis that the agricultural sector of the economy provides a
substantial contribution to the social capital residing in the nonfarm
economy in the form of education.

It may be argued that this social capital paid for by agriculture
provides a gain for that portion of the economy receiving the migrants.
To the extent that the educational investment in off farm migrants
increases their productivity, the nonfarm sector benefits. Also, to
the extent that the provision of surplus population by the farm sector
negates the investment which the nonfarm sector must make in order to
supply its labor needs, the nonfarm sector benefits.3 Stated alter-
natively, the first proposition is, given that the off farm migrants
go to the nonfarm sector, any increase in their productivity resulting
from investment in the human agent by the farm sector will increase the
benefit accruing to the nonfarm sector. The second proposition refers
to the cost of obtaining labor which the nonfarm society would have
had to incur had not the farm sector supplied increments of labor
through off farm migration.

The fact that the migration of people involves transfers of social

capital is hardly a new phenomenon nor has it just been recognized.

zcladys K. Bowles, Farm Population, Net Migration from the Rural-
Farm Population, 1940-50, Statistical Bulletin No. 176, (Washington:
Agricultural Marketing Service, United States Department of Agriculture,
June 1956), p. 17.

3These two types of benefit are not necessarily mutually exclusive.
The benefits which occur in the real world are a mixture of the two.






Pareto calculated the presumed economic loss to Italy resulting from

emigration, a problem also investigated by Beneduce and Coletti.%
Since the beginning of the century, migratory movements, of particular
importance in Italy's case, have attracted attention. Studies dealing
with the economic value of emigrants, assimilation, and eugenic effects
of emigration have been contributed by Savorgnan, L. Livi, DeVergottini,
Gini, Mortara, Lasorsa, and Parenti and Pienfrancesco.>

Baker and Manny discussed the transfer of wealth from farms to
cities and su‘gges:ed this had been associated with the failure of
wealth to be accumulated on the farms.®

Japanese industrial development, according to Tobata, owes much to
agriculture for agriculture's education of youth who then moved to
1ndustty.7 '

Brinley Thomas pointed out the boost which periodic injections of
labor give to a developing economy and he implied that this assistance

is greater because the recipient of this labor does not have to bear the

cost of the up-bringing of the labor.8

4Allessandra Costanzo, 'Contributions of Italy to Demography',
Chapter 10, The Study of Population, edited by Philip M. Hauser and Otis
Dudley Duncan, (Chicago: University of Chicago Press, 1959), p. 229.

SLoc. cit.
60, E. Baker and T. B. Manny, "Population Trends and the National
Welfare,'" Bureau of Agricultural Economics, United States Department of

Agriculture, mimeo, 1935, p. 7.

7Se1ichi Tobata, An Introduction to Agriculture of Japan, (Tokyo:
Maruzen Company Limited, 1958), pp. 17-18.

8B:-inl.ey Thomas, Migration and Economic Growth, (Cambridge: The
University Press, 1954), pp. 30-31.
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Henry C. Taylor suggested that the movement of population from
country to city, which has been so great in recent years in the United
States, resulted in the transfer of a vast amount of wealth from the
agricultural indusl:ry.9 This wealth, according to Professor Taylor,
must be replaced from some source if the wealth of farmers is not to
decline.l0 Likewise Hoffer pointed out that "cityward migration of
youth is a drain on the country."u

Lewis argued that the area from which migrants come has to bear
the cost of educating them only to lose them when they reach the pro-
ductive years. As the young leave, the proportion of older people and
dependents in the population rises and the demands on the remaining
working age people is correspondingly larger.lz Here Lewis was referring
especially to demands for publicly financed services such as education
and health.

In his Economics of Migration, Isaac stated that it has been argued
that the source of migrants bears the cost of maintaining the migrants
during their unproductive years while it is the place to which they
migrate which derives the direct benefit of their productive energies.
This, he suggested, was true and he pointed out that the gain may be

considerable.l3

9Henry C. Taylor, Qutlines of Agricultural Economics, (New York:
The MacMillan Company, 1925), p. 272.

Opoc. cit.

llc, R. Hoffer, Introduction to Rural Sociology, (New York: Richard
R. Smith, Inc., 1930), p. 36.

Uw. Arthur Lewis, The Theory of Economic Growth, (Homewood, Illinois:
D. Irwin, Inc., 1955), pp. 359-360.

Bjulius Isaac, Economics of Migration, (New York: Oxford University
Press, 1947) pp. 228-230.






In a study of four townships in Whitman County, Washington, in

1931 and 1932, Yoder reported that the facts seemed to bear out the
theory of some agricultural economists and rural sociologists that one

of the results of migration of farm population to cities is the transfer

of wealth from farming communities to the cities.14

Duncan suggested ''that there is a continued drain of agricultural
wealth to the city in the form of the costs of education and rearing

of the migrants who leave the farms at the thresholds of their most

productive years." 15

An interesting observation was found in the work of Lively and
Taeuber.

"Although the effects of net migration from country to city
have generally been regarded as beneficial to both in terms of
population redistribution and plane of living, whether the quality
of the residual population is lowered has not been satisfactorily
settled. Migration seriously depletes the wealth of rural com-
munities which bear the cost of rearing children for the cities,
while the payment of inheritance claims to migrants offers another
channel through which rural wealth is lost to urban areas. More-
over, where rural migration is both rapid and severe, it causes
maladjustments in rural organizations and institutions."16

ll’Fred R. Yoder, "Migration of Population and the Flow of Farm
Wealth', Journal of Farm Economics, Volume XIX, No. 1, (February 1937),
ppP. 358-359 and Fred R. Yoder and A. A. Smick, Migration of Farm Popula-
tion and the Flow of Farm Wealth, Bulletin No. 315, Agricultural Experi-
ment Station, State College of Washington, Pullman, Washington, September
1935.

150:is Durant Duncan, The Theory and Consequences of Mobility of
Farm Population, Experiment Station Circular No. 88, May 1940, Oklahoma

Agricultural and Mechanical College, Stillwater, p. 21.

16c, E. Lively and Conrad Taeuber, Rural Migration in the United
States, (Washington: Works Progress Administration, 1939), p. xx.







Rutledge, after looking at Cache County, Utah, and examining some

of the consequences of heavy outmigration concluded that while migration
has been praised as a remedy for farm depression, there are negative
aspects which have been overlooked, namely the purchasing power transfers
which result.l?

According to Professor Schultz, 'the necessary cost inherent in
maintaining the social efficiency of the individual--a cost that con-
stantly rises in our society--is, as things now stand, borne primarily
by the family and l.ocnli.l:y."18 This is one of the main reasons why the
transfer of social capital from the farm sector puts pressure on that
sector as it attempts to '"maintain social efficiency."

There is considerable justification for reporting that the litera-
ture contained much reference to the flow of farm wealth as a result of
off farm migration. The material just discussed certainly bears out
such a contention. In addition, the literature contains much about
peripheral problems, enough to justify the conclusion that the recognition
of the phenomenon of investment transfers has been implied by writers

who did not specifically mention it.l?

178, u. Rutledge, '"The Relation of the Flow of Population to the
Problem of Rural and Urban Economic Inequality," Journal of Farm
Economics, Volume XII, No. 3, (July 1930), pp. 427 £.f. and p. 439.

18Theodore W. Schultz, Agriculture in an Unstable Economy, (New
York: McGraw-Hill Book Company, Inc., 1945), p. 206.

1gl?m- examples see C. T. Pihlbad and C. L. Gregory, '"Selection
Aspects Among Missouri High School Graduates," American Sociological
Review, Volume XIX, No. 3, (June 1954), pp. 314-324, and Gilbert A.
Sanford, "Selective Migration in a Rural Alabama Community," American
Sociological Review, Volume V, No. 5 (October 1940), pp. 759-766.







Despite this rather wide allusion to the flow of farm wealth, rela-

tively little has been done to either develop a satisfactory conceptural
apparatus or systematically investigate its nature and its magnitude.
One notable exception is the work of Dorner20 who investigated the loss
of wealth to Tennessee farmers as a result of having reared excess popu-
lation. The loss for 1949 was calculated at about $600 per farm and
this calculation did not include the investment by society as a whole,21
In a kindred study, Tarver investigated the costs of rearing and
educating farm children, but he did not go further and specifically
relate to the social expenditures made by agriculture and mvolv_ed in

23

the off farm movement.2? Baker has a related study“” which was con- .

ducted some years earlier.

20peter Dorner, An Excess Farm Population and the Loss of Farm
Wealth, unpublished master's thesis, Department of Agricultural Economics

and Rural Sociology, University of Tennessee, 1953.

21grven J. Long and Peter Dorner, "Excess Farm Population and the
Loss of Agricultural Capital," Land Ecomomics, Volume XXX, No. 4,
(November 1954), pp. 367-368.

223ames D. Tarver, '"Costs of Rearing and Educating Farm Children",
ournal of Farm Economics, Volume XXXVIII, No. 1, (February 1956),
pp. 144-153.

230. E. Baker, "Rural-Urban Migration and the National Welfare.'

Annals of the Association of American Geographers, Volume XXIII, No. 2
(June 1933), pp. 86-87 and Two Trends of Great Agricultural Significance,
United States Department of Agriculture, Extension Service Circular

No. 306, June 1939, p. 6.






Marshall stated that 'the most valuable of all capital is that in-
4

vested in human beings"z and he pointed out the difficulty that whoever
may incur the expense of investing in developing the abilities of the
workman25 finds in a free society this investment the property of the
workman, 28

From a study of the literature, it appeared that while there were
references made to the investments made in the rearing and educating of
farm people, somewhat less has been done in adequately relating this to

off farm migration and the resulting transfer of agriculturally derived

social capital.

Scope and Objective of the Study
In view of the widespread discussions in the public forum at the
time of this study, it would have been desirable to investigate all the
capital flows, both real and social, and all the income transfers which
take place between the farm and the nonfarm economies. Unfortunately
such was far too ambitious an undertaking, given the limits of time and
other resources which, of necessity, had to be imposed upon this study.

A much smaller area of inquiry, therefore, had to be delineated.

24p1fred Marshall, Principles of Economics, eighth edition, (London:
MacMillan and Co. Ltd., 1956), p. 469.

25For a discussion of early calculations of the amount of capital
investment made in people see footnote, Marshall, op. cit. pp. 469-470.
Here he refers to the work of Petty, Cantillion, Smith, Engel, and Farr.

26Marshall, op. cit., p. 470.






The problem, then, with which this study was concerned was an

estimation of the magnitude of the agriculturally derived social capital
transferred by the off farm migration of people who take with them
public investment in their education. Stated alternatively, the pur-
pose of this study was to estimate the contribution made by agriculture
through the tax system to the education of rural people who then left
agriculture and carried with them this investment as they joined the
nonfarm economy. Such transfers of social capital represented, in a
sense, a contribution by agriculture to nonagriculture.

How large was this transfer? It was the hypothesis of this study
that the amounts were considerable.2’

Long and Dorner offered no evidence to the contrary when they
stated the following:

"Finally, above and beyond these expenditures borne directly
by families are certain expenditures borne only indirectly by the
families in the form of public tax funds. There are, no doubt
certain costs shared by the community as a whole with regard to
such items as medical care and recreation. These items are con-
sidered to be of minor importance and have not been incorporated

in this analysis. Perhaps the largest item of this kind is the
support of the educational system."28

27The writer was well aware of the fact that this was a hypothesis
which could not be tested precisely for the reason that "considerable"
was not quantitatively defined. Yet the alternative was to hypothesize
that the amount was less than, equal to, or more than some arbitrary
amount and there was little justification of this unless one wished to
be "scientific" in what is in reality a pseudo sense. Therefore, in one
way of thinking this study had no hypothesis to test. It assumed the
existence of a phenomenon and attempted to measure its magnitude.

28Long and Dorner, op. cit. p. 367.
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ﬁere Long and Dorner suggested that the support of education via
ﬁhe tax system was a relatively small portion of the costs which a family
incurred in rearing children. They were not referring to the aggregative
figure for the entire economy.

Obviously, any measurement made had to be made for some definite
time period. The period chosen for consideration was the 1940 to 1950
decade, a period during which rather substantial off farm movement took
place and the most recent for which anything approaching adequate data
existed.

The geographical area covered in this study was the continental

United States, the forty-eight contiguous states.

Reason for the Study
Off farm migration is a phenomenon of great importance and far
reaching consequences.29 "The movement of masses of people . . . is not
a matter in which any government, given the widened conception of govern-
ment now génerally accepted, ought to disinterest itself."30 A society
viewing this or any phenomenon can devise rational response only if the
nature of the phenomenon is understood. To add to the understanding of

off farm migration, in the hope that this would provide a more adequate

29See, for example the following: (1) George M. Beal and Wallace E.
0gg, ''Secondary Adjustments from Adaptations of Agriculture", Chapter 13,
Problems and Policies of American Agriculture, (Ames: Iowa State Univer-
sity Press, 1959), edited by Earl O. Heady, pp. 226-249; (2) Glenn L.
Johnson and Joel Smith, '"Social Costs of Agricultural Adjustment--with
Particular Emphasis on Labor Mobility," Chapter 14, Problems and Policies
of American Agriculture, op. cit., Pp. 250-271.

3°A. M. Carr-Sanders, introduction to Julius Isaac, op. cit., p. xi.
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basis for intelligent resp to the ph on, was the reason for

undertaking this study.

Was the transfer of social capital from agriculture to nonagricul-
ture unique? Is it not common in our society for youth reared by one
occupational group to enter another occupational group? Obviously, it
is common, but the movement from agriculture was atypical in at least
two respects. First, few movements of people from one occupational
group to another have been as persistent or as consistent in direction
as has the movement of people off the farm. Second, in few cases has
an occupational group been the recipient of deliberate income transfers
from the rest of society via government.

Several facts appear to make relevant a study of the magnitude of
the investment in the education of off farm migrants which is borne by
agriculture. Such investment is a contribution to the social capital
of the nonfarm economy and constituted a use of agricultural incomes
which otherwise might have been used to provide increased physical
capital for the agricultural industry, increased levels of living, or
for other purposes. The income transfers which agriculture received
were a similar drain on the income of the nonfarm sector.

In view of the rather general concern for the costs of the farm
programs and the extensive review the problem was receiving in the press
at the time of this study, it seemed worthwhile to study the drains on
agricultural income which were of benefit to the nonfarm economy, for
it appeared that such phenomenae were not generally recognized.

That an economist should choose to study pecuniary sums was not sur-

prising, but why, it well may be asked, was this particular drain on
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agricultural incomes chosen for study? Has investment in the education
of off farm migrants some special significance?

In an attempt to answer this question, it was necessary to build a
framework within which the costs of rearing children could be analyzed.
Costs were broken into two types -- capital or investment and noncapitol
or noninvestment. The first type was defined so as to include (1) that
minimal level of outlay for food, shelter, health, and clothing necessary
to sustain life and (2) any sums spent for such things as health and edu-
cation so long as these expenditures resulted in the increased produc- |
tivity of the individual. The second type included any expenditure not
included in the first.3! In short, the capital items had implications
with respect to the productivity of the human agent and the noncapital
items had no such implications. It was reasoned that these capital
expenditureé, because of their contribution to the increased produc-
tivity of the off farm migrant, had important implications for the
nonfarm society. Presumably, because the capital expenditures had been
made, the gain to the nonfarm society through off farm migration was
greater than it would have been l‘13d not the investment been made. Thus,
it appeared that no segment of society could afford to ignore the im-

portance of such capital or investment expenditures.

31lyhile these two categories were set up as mutually exclusive,
it must be recognized that a specific expenditure may involve elements
of both. For instance, a pair of shoes in January may well be a capital
item while a second pair would be a noncapital item.
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Expenditures for education may be part investment and part noninvest-
ment, or consumption, in nature. In some societies it may well be that a
relatively large part of educational expenditure has been used to provide
education for which the economy had little economic demand; however, in
the United States our education has been such that it appeared that the
expenditures for education were by amd large capital or investment in
nature., Of these costs of education there were two components =-- that
borne by the family directly and that borne by society through its comatri-
butions to the tax funds. The costs borne directly by the family were
largely discretionary in nature,32 but those borne through the tax system
were not so discretionary.

The taxes levied on farm people to support the education of off farm
migrants fell on both families from which there came off farm migrants and
on families from which there was mo exodus to the monfarm sector. Im
addition, there were families that furnished off farm migrants amd comntri-
buted little to the tax support of their educatiom. The varied sources
and incidence of the taxes alluded to above made it clear that it was not
possible to view them as voluntary consumption expenditures made by the

families which contributed the migrants.

327he family borne costs were largely discretionary im nature omly
with respect to some absolute minimal level. With respect to some cul-
turally acceptable level, a much smallar share of the family borme costs
was discretiomary.
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Once a decision as to the level of public educational expenditure had

33

been made through the tax rate,” no real choice was left to farm people.

Indeed, even the tax rate was not completely discretionary since certain

i These

minimal levels of education were imposed by society as a whole.

expenditures for education were by and large a commitment which was in-

stitutionalized and had to be met. As a relatively fixed commitment, it

was of special importance to farm people who found that it had to be met

without regard to its return, a return which was to accrue mainly to the

nonfarm economy through the increased productivity of the off farm mignnr..35
Thus it seemed that the portion of public investment in the educa-

tion of off farm migrants paid for by agriculture was of particular im-

portance. It was a drain on the resources of the farm sector over which

individual families had limited control and from which the nonfarm sector

would derive the major benefit through the increased productivity of the

off farm migrant. Indeed, it was a type of forced savings. Because of

the implications for productivity, it seemed quite possible that a fairly

small capital transfer of this nature, i.e., social capital, might well be

of more far reaching importance to the society than a much larger volume

of noncapital expenditure made in the rearing of off farm migrants.

33’1‘he decision as to tax rate was of particular importance to farmers
since much of the school tax was raised from real estate taxes. That the
real estate tax may not be according to earning capacity is well known.

3[’Indeed, it is doubtful if the farm sector was the instigator or
even supported in early <ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>