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FOREWORD

Historically, the American farm families were thought to be and, in fact, were
more secure than their counterparts in urban areas who have been more directly af-
fected by fluctuations in economic status of the industrial society. The changes in the
modus operandi of rural America have added many of the characteristically urban
uncertainties to those peculiar to a rural economy. The security of the farm family
is a matter of public as well as individual concern, being interwoven in the concept
of the efficient use of productive resources and the orderly adjustments of agriculture
to new technology.

This regional project grew out of a conviction that farm families could be helped
toward greater financial security if more were known about the resources controlled
by farm families and the use they were making of these resources, as well as about
the financial needs that they were likely to encounter in the future. It is recognized
that the goals and aspirations of individuals or families, either in the rural or the
urban setting, are intangible and difficult to quantify numerically in any stepwise
fashion. It is further recognized that the motivating forces of a society depend basically
on the direction and strength of those forces of the human mind and social judgement
that shape up the so- called "American Farm Family." Because of the wide variability
and complexity of the many interrelated factors which ultimately exert a deciding in-
fluence on family decisions and their underlying sense of accomplishment and security,
definitive research data are scarce. One aspect of "sense of security" for the American
farm family has to do with financial status and the outlook for financial security. It
is this aspect of family security that was investigated by the NC-32 Technical Com-
mittee.

It is most difficult to draw generalizations from the research results, but it is
readily apparent from the research done by this technical committee that families need
more information if they are to plan realistically. In many cases, farm families were
found to have no plans for the support of the family in case of death or disability of
the husband or for the older farm couple after retirement. Many other farm families
undoubtedly had plans that were based on guesses or hopes rather than on objective
information. The status of family finances must be thought of as a "dynamic concept.”
Confidence in the ability of a family to meet financial needs is referred to in this report
as "the dependence of many needs on botk financial and nonfinancial resources."

The regional study reveals much about the kinds of information that are avail-
able about both the needs and resources of farm families, about areas in which more
information is needed and especially about the importance of persuading farm families
to use the information that is available. Further, it is hoped that the availability of
a publication on farm family financial security will be helpful to those in a position
to lead educational programs of assistance to rural families.

One series of interviews with farm families was summarized as follows: "The
greatest influences on the financial accomplishments since marriage were determination,
patience or ambition, family cooperation, knowledge and hard work." Educational
programs should be strengthened, but the foundation for improvement will be the
philosophy held by these farm families.

— Orville G. Bentley, Dean
Division of Agriculture and
Director, Agricultural Experiment Station
South Dakota State College
Administrative Advisor, NC- 32.



CONTENTS
SUMBIBTYL « o 55 b %@ 98 S5 0 h s 5655 850 & 6 0T 6 KRG Hob Gs b & mw o5 o35 8 6
THIROAMEBON! 50 2 5.0 6 8 i o con i g oins &7 g o s B 30 oy SH 0 G /T 7
Financial well- being and security . . . .. ...... ... . ... ... . ... . 7
Changes in the financial security of farm families. . . . .. ... ......... 7
Public programs related to financial security of farm families . . . . ... ... 8
Research related to financial security of farm families. . . . ... ... ... .. 8
The concept of financial security . . . ... ...... ... .. . ... .. ... .. 8
Interpretation of financial security by Technical Committee for NC-32 . . . . 9
Interpretations of financial security in reports of projects . . . . ... ... ... 10
Definitions of financial security used in classification of families. . . . . . . .. 11
Indexes for measuring certain aspects of financial security . . . . .. ... ... 13
Elements of financial seqmiity. '« 7o 8 s hvin i ol i s s o sscvmlae o yms 14
Fatute Hnancial meeds oo oo wimes m £ s 2 8005 6 5 575 5 8 0 86 5 6 s w5 14
Factors affecting financial security. . . . ... ... ... .. .. ... ..., 19
Methodstsed  « ik s fs s ns e v a 6o @ RER P 0S 85 F AU GRS 6 nd i as s 27
Interstate coOPeration s « = s s x s a a5 s ¢ 0 a0 o8 55 5 5.6 85 55 6 oup 5 S, 27
Oblainihgdptormation: . . 0% sloel P05 AR e d R 0 LA 4% ol S &R 27
Analyzing thedatal . . o o v o xee o5 w3 mm 6w s 0 s 5 48548682 5a0 o @ 30
Theteporting OF HOdIngs) & o6 bis s b aws im s bis i o o o ot o s 33
Literatiete ettt s o d o e 800 5 T ettt 4 b w0 @l o b sl e o et b Gl 34

-5 131 s 5. AL S OSSR PR S S E T L T L PF e 34



FAMILY FINANCIAL SECURITY

SUMMARY

About 2,000 rural families in nine North Central states furnished the information
presented in this report. Almost all the families operated farms at the time of interview.
Both objective data about assets and expenditures and subjective data about attitudes
and expectations were obtained and analyzed.

Financial security is defined here as the assurance that resources will be available
to meet future financial needs. Different aspects of security are important at different
stages of the family life cycle as needs and resources change. Financial security is not
an end in itself but a means of assuring that families will be able to satisfy their
financial needs. Satisfaction will be increased by recognition of (1) the importance of
nonfinancial as well as financial needs, (2) the relationship among. competing or
incompatible objectives (for instance, ownership of land and freedom from debt) and
(3) the potential contributions of all available resources.

Families need to know, not only how to have more financial security, but also
how to fit financial security into their over-all plans for family living. How much
certainty of financial provision for specified needs in the future is worth the sacrifice
of present enjoyments ?

Provisions for unusual or emergency expenditures involving large amounts of
money is an important aspect of financial security in all stages of the family cycle.
The most popular single measure of ability to meet financial needs of all kinds, in-
cuding such "major expenditures," is net worth. In addition to this general resource,
certain specialized resources can increase families' abilities to meet such emergencies:

1. Credit can be used to increase productive resources and also
to protect them from unnecessary depletion in times of emer-
gency. Many families are not familiar with the kinds of credit
that are suitable in specified circumstances or the sources from
which credit can be obtained.

2. Insurance, as protection against financial loss from many
specified risks, is an important element in financial security.
Families need to know more than they do about types of
policies available and to be able to evaluate the suitability of
various types of insurance to specified situations.

3. Management plays an important part in advancing financial
security. Awareness of the principles of management and
their adaptability to different family situations could increase
the degree of security achieved with given resources.

Both objective and subjective data play important parts in research relating to
family financial security. Differences between the two kinds of data should be recog-
nized, and types of analysis should be kept appropriate to the data obtained. Estimates
of financial security based on subjective data should be distinguished from those
based on objective data, and the significance and limitations of each kind of estimate
recognized.

Farm families today face changes in the economy and society in which they
live—changes in the opportunities open to them as well as in the risks that threaten
their security. In this dynamic situation, adaptability — the capacity to take advantage
of unexpected opportunities as well as to cope with unfamiliar hazards— may be the
quality that can contribute most to security.



INTRODUCTION

"Security" is a much used word these days, and it has
great appeal. Groups as well as individuals are seeking
security: nations, families and labor, for example. They
seek different combinations of the various kinds of secu-
rity: military, financial and emotional. Considered by
itself, " security"— meaning the state of being secure— is a
neutral, even a negative word. "Secure" means protected
or not exposed to danger, or free from fear, anxiety or
care. The color and impact is in the adjective that ac-
companies "security" and tells what kinds of danger the
person or group is protected against.

Financial Well- Being and Security

A family's financial security may be thought of as its
assurance that it will be protected against threats to its
financial well- being— that it will have resources available
to meet future financial needs.

There are several reasons for the increasing interest
in family financial security. First of all, financial needs—
needs that can be met only through the use of money—
play a more important part in the well- being of more
families today than they ever did before. When families
are self- sufficient, obtaining the food, shelter and clothing
they need directly through their own efforts, they have
no "financial problems." But, as soon as families produce
more of some things than they need and depend on other
families for other things that they need, their material
well- being depends on the proportions in which they can
exchange their surpluses. As money becomes generally
used in such exchanges, prices become important in de-
termining how much of the goods and services in the
market a family can obtain. Individual qualities of family
members— like physical strength, health, intelligence, de-
termination and resourcefulness— still help to determine
the level of living the family enjoys. But economic forces
beyond the control of any one family set the wages and
salaries that individuals can earn and the prices they can
get for the goods they sell, as well as what they have to
pay for the goods and services they want to buy. That
is, financial considerations play an important part in
determining how"well-off" an individual or a family—
or a group, such as teachers or farmers— will be.

But financial security involves more than just being
well-off financially or having an adequate, or even a
satisfactory, level of living in the present. To be financially
secure means to be free from or protected against financial
threats and to have assurance that financial well- being
will continue into the future.

Specialization and interdependence have made possible
higher levels of financial well- being for many families.
But these factors also have increased the number and
variety of threats to that well- being and the number and
effectiveness of possible safeguards against those threats.
Thus, the relationship between financial well-being and
financial security is complex.

Changes in the Financial Security of Farm Families

Public interest in the financial security of farm families

has increased greatly in recent years. Until recently, farm
families were thought of as having a kind of "built- in
security" for, except when major natural catastrophes
struck, the operators of family farms could be sure of
food, clothing and shelter. They could maintain their
accustomed level of living with little regard for the con-
vulsions of the price system. The typically large farm
family was a dependable source of labor and also a
guarantee of support for parents in their old age (13,p.5).

Economic forces over which farmers have no control
gradually have come to play a more important part in
determining the economic well-being of rural families.
People generally, including many farmers, were slow to
recognize the changes that were taking place. The con-
tinuing belief that farmers were better able than wage-
earners to protect themselves against threats to their fi-
nancial security was, in part, responsible for the specific
exclusion of farmers from the provisions of the Social
Security Act of 1935 that related to old age and survivors'
insurance. Reinforcing this attitude was the feeling of
many farmers that they had more to gain from direct
farm programs than from the general provisions of the
Social Security Act. Besides, many farmers foresaw
serious, if not insurmountable, difficulties in the adminis-
tration of social security (13, pp. 5,6).

Since 1935 the vulnerability of farm families has
become cear. No longer do most farm families obtain
the major part of the goods they consume directly from
the farm. Even larger and larger proportions of their
food are purchased. In 1923, farm families raised more
than 70 percent of their food (in money value terms, at
retail prices); in 1941, this percentage was nearly 60
percent; in 1955, it had fallen to about 40 percent
(17, p: ¢)

The farm family's entire level of consumption has
been affected in the sameway by theincreasing importance
of money and prices. With an adequate and steady cash
income, today's farm family can enjoy all the comforts
and conveniences made possible by electricity and many
other goods and services that add up to a higher level
of living than the self-sufficient farmer could possible
furnish for his family. But an interruption in cash income
brings drastic changes in that level of living.

The dependence of the farm business upon a steady
cash income is even more vital than is that of the farm
family as a consumer. The size of farms and the amount
of investment in land and capital goodsthatare necessary
for efficient production have increased enormously with
recent technological advances. Today's farmer purchases
equipment and materials undreamt of in quantity or
variety a generation ago— mechanized planting, cultivat-
ing and harvesting devices, new fertilizers, pesticides and
feed additives. The proportion of producers' goods that
farmers purchased from off-farm sources increased from
about one-third in 1940 to more than half in 1958
(1, p. 8 2, p. 5). A drop in the price of farm products
or an increase in the price of the equipment and supplies
essential to efficient farm operation threatens the entire
farm business and, thus, the financial security of the
farm family.



Thus, long-range financial planning is vital for farm
families; but two of the characteristics that make this
planning essential also make it unusually difficult. First,
the incomes of farm families are likely to be highly
seasonal and also to fluctuate markedly from one year to
another. Second, these incomes must be allocated, not
only among the many needs and desires of farm families
as consuming units, but also between these consumption
uses and the needs of the farm business.

Public Programs

Related to Financial Security of Farm Families

While farmers themselves have been conscious of and
had concern for their financial security since frontier days
and have been assisted in various ways through such
things as the sale of public lands, price supports and
other government programs, their eligibility for social
security illustrated the continued public concern for the
welfare of the farmer. The series of amendments to the
Social Security Act between 1950 and 1956 broughtabout
6 million farm operators and "regularly employed" farm
workers under the old age and survivor's insurance
provisions (3, p. 3; 4, p. 5). The disability insurance
provisions of the 1956 amendment applied to farmers
as well as to industrial workers (15, p. 3).

The acceptance of public responsibility for helping
farm families solve the problem of unstable income was
further confirmed by the emphasis on the Farm and Home
Development program of the Federal Extension Service
in the late fifties. This program was made up of pro-
cedures to help individual farm families get as much real
and imputed income from their resources as possible. The
interdependence of the home and the farm business was
emphasized, and much stress was placed on theimportance
of over-all planning, based on adequate information
about resources and a sound formulation of family ob-
jectives and goals (7, p. 497).

Research Related to Financial Security of Farm Families

During this same period, research workers in family
economics and home management in a number of north
central states were studying several aspects of farm family
finance. At Illinois, staff workers analyzed the home and
farm account records of cooperating families back in
1925 and made annual reports. Workers in Indiana
conducted a pilot study of factors affecting family goals.
Workers in Kansas studied the financial management
experiences of farm families and the relationship of these
experiences to security.

From 1956 to 1962, studies of certain aspects of
family security that already were in progress in several
north central states were continued, and new studies were
undertaken in other states under the North Central
Regional Project in Family Economics, NC-32! Al-

1 In both Indiana and Wisconsin two projects were carried on. Data from these projects are identi-
fied in this bulletin by project numbers following the name of the state. Two surveys were made in
Kansas under a single project; findings reported are identified by the date of the survey in which
they were obtained. Two projects were carried on in Ohio, but the only data from Hatch 163 ("A
study of the income and money disbursements of beginning farm families in terms of inter- farm-
household operation and management, family satisfactions and future plans" ) that were available
for indusion in this report were those relating to the selection of families for interview. All other
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though the title of the project was "Factors affecting
financial security of rural families," most of the studies
were concerned with farm families. (About half of the
families included in a Kansas survey in 1960 were rural
nonfarm. About one-third of those interviewed in Iowa
and Missouri in 1960 lived in the open country but did
not operate farms; most of the remainder were farm
operators. )

In total, 12 projects carried on by the experiment
station workers in nine states were accepted as contribut-
ing to the regional effort. Project leaders were identified
with schools or colleges of home economics (in one state
with the Department of Agricultural Economics) in the
state agricultural experiment stations. In the project out-
line, the research called for the efforts of personnel repre-
senting a wide variety of training and specialization. In
most states, project leaders drew some of their personnel
and consultants from among agricultural economists,
economists and sociologists, statisticians and extension
service specialists.

The publications that report the findings of the state
projects are listed in the Appendix, together with the
theses of graduate students who were associated with the
regional project. These reports should be consulted for
detailed information about types of data assembled and
the methods of analysis used.

This regional report is designed to interpret the
methods and findings of the state studies in their re-
lation to each other and to the regional project without
duplicating the state publications that already are avail-
able. It is hoped that the publication will be useful to
both resident and extension teachers and to others con-
cerned with helping families plan for financial security,
as well as to persons interested in carrying on further
research on the subject.

THE CONCEPT OF FINANCIAL SECURITY

Although the term "financial security" was not defined
by the regional committee for NC-32, several explicit
discussions in manuscripts and reports do indicate
considerable agreement as to its meaning. From these
sources, the following definition has been derived for this
report: A family's financial security is its assurance that
it will have resources available to meet future financial
needs.

It is not suggested that this is the only "correct" defi-
nition of family financial security or that it is the "best"
one. This definition, however, is consistent with the dis-
cussions of financial security both in meetings of the North
Central Technical Committee and in the reports of the
several studies. Moreover, it is well adapted to the pur-
pose for which it is proposed: to serve as the basis for
organizing and interpreting the major findings of the
state projects.

Ohio data referred to here are from Hatch 195 ("Farm family financial situations and procedures
in relation to economic progress since marriage” ). Surveys made in Towa and Missouri in 1960,
under the original project numbers, furnished data that were being analyzed when this bulletin was
prepared.



Interpretation of Financial Security
by Technical Committee for NC- 32

The closest approach to an official definition of fi-
nancial security appeared in a report of the annual
meeting of the Technical Committee in November 1958.
The Executive Committee suggested that financial secu-
rity might be thought of as confidence in: (1) the ability
of a family to maintain an acceptable level of consump-
tion; (2) the ability of a family to meet financial emer-
gencies (or unusual expenses); (3) the ability of a family
to build up or accumulate net worth; and (4) the ade-
quacy of means to care for retirement, disability or loss
of income.

Discussion of these points resulted in agreement that:
(1) financial security is a dynamic concept; (2) both
objective and subjective evidences of it are important; and
(3) it is useful to regard financial security as a "con-
tinuum."

Dynamic aspects of financial security

It was pointed out that the significant elements in
financial security will change as the family passesthrough
stages in its life cycle. What are thought of as useful
measures of financial security at one stage may have
little relevance at another stage. This dynamic concept is
entirely consistent with the proposed definition and makes
it more specific. The differences related to stages in the
family cycle are primarily differences in the resources
normally available and in the financial needs encountered.
Young families may anticipate years in which net worth
will be increasing; families approaching retirement may
expect to draw on net worth instead .of building it up. In
the early stages, financial needs may be expected to
increase; at later stages, shrinking family size may mean
lower expenses. Heavy expenditures related to educating
children and launching them in their life work may be
replaced by those incurred in providing for aging parents
or other elderly relatives.

This recognition of the changes that occur ina family's
needs and resources as it moves through the stages of
the life cycle is one way of stressing the dynamic quality
of the concept. In a more fundamental sense perhaps,
this dynamic quality may be thought of as depending on
the fact that financial security is concerned with future
resources and future needs, about which there is bound
to be uncertainty.

Time is a vital element in any discussion of financial
security. The role played by time distinguishes financial
security from financial well- being or wealth or solvency.
It is possible, though it may not be easy, to obtain a
useful measure of a family's solvency at a given moment
of time by calculating its net worth. The task may be
difficult, but it is possible to agree on the principles that
will be used in assigning values to all the family's assets
and liabilities and to arrive at an objective estimate ot
net worth.

However, the assurance that a family will have the
resources to meet future financial needs must be thought
of in terms of time. "How far into the future?" is the

vital question. If the future is thought of as only minutes
away, then the facts about current assets and liabilities
lead to the conclusion that financial security is closely
related to solvency. “This is essentially a static concept.

Members of a family have earning power. The present
financial status of the group does not furnish an adequate
measure of its (future) financial security. The longer the
period of time, the more chance there is for change to
occur in both needs and resources and the more un-
certainty there is about the kind of change that will occur.

Members of the Technical Committee emphasized in
their discussions the needs and resources that were asso-
ciated with different stages in the family life cycle and
sought to obtain information about this relationship. It
may be possible, on the basis of such objective infor-
mation, to predict with considerable accuracy what
changes will take place on the average in the resources
and financial needs of a group of families who are at a
given stage in the family cycle as of a particular date.
Such predictions, however, do little to reduce the un-
certainty with which any one family faces the next 10 or
20 years.

Objective and subjective aspects of financial security

Because of this uncertainty about the relationship
between future needs and resources— an uncertainty that
increases as the period of time is extended — estimates of
financial security may take account of subjective as well
as objective evidence. Although it may be possible, theo-
retically, to distinguish between objective and subjective
"assurance,” both elements are combined in almost any
practical instance, and the extent and significance of the
differences between the two will depend to a large extent
on the length of time involved.

Assurance that a family has resources to meet its
financial needs in the immediate future is closely related
to the current relationship between its assets and liabilities.
Indeed, these facts may be thought of as objective " as-
surances." They are measurable data that afford a basis
for confidence. If two competent observers used the same
methods in independent appraisals, they would arrive at
similar estimates of a family's assurance in this objective
sense.

The feelings of the family with regard to security also
are important. Thus, subjective assurance may differ
markedly from objective assurance. For this reason,
feelings of confidence, as well as the objective bases for
those feelings, are taken into account in the suggested
definition of financial security.

Estimates of a family's financial security by two or
more family members may be different even though only
the immediate future is considered. These different esti-
mates reflect variations in knowledge, desires and per-
sonal qualities that distinguish one person from another.
The differences will be greatly increased if comparisons
are made, not between members of the same family, but
between members of different families whose present assets
and liabilities are rated as similar according to objective
estimates by competent, independent appraisers. These
investigators may find that half a dozen families all have

9



assets and liabilities of about the same value. From the
short-run point of view, they are equally secure finan-
cially, in an objective sense. Buttheheadsof these families
may differ widely in the subjective assurance they feel that
their families can meet financial obligations, even of
tomorrow morning.

If a dynamic concept of financial security is adopted
and attention is focused on a family's assurance that it
will have resources to meet its financial needs 5 years—
or 10 or 20 years—in the future, then the subjective
estimates are likely to differ even more from the objective
ones. Members of the same family or members of families
in essentially the same objective financial situation may
have very different subjective evaluations of their finan-
cial situations.

As longer and longer periods of time are taken into
account, more and more opportunity is allowed for
changes to occur in both family resources and family
needs. All the objective information that can be obtained
about the present situation and about the probabilities
of specified future changes in resources or needs still
leaves a great gap of uncertainty. The assurance a hus-
band or wife feels in the family's financial security may
be based in part on such objective elements as the finan-
cial achievements of the family in the past, the possession
of insurance policies and the establishment of legal ar-
rangements looking to the future. But the assurance of
financial security is bound to involve also a large sub-
jective element composed of intelligent estimates, informed
guesses, foolish hopes and baseless fears.

Financial security as a "continuum"

The concept of financial security as a "continuum"
suggests that the essence of financial security is "dis-
cernible amid a series of insensible or indefinite vari-
ations" and ranges from no security to complete security
(18).

It is possible to conceive of extremes of insecurity and
security, between which an infinite number of variations
occur without any clearly defined lines of demarcation.
At the one extreme, would be families with no financial
resources in the present and no assurance, either ob-
jective or subjective, of resources in the future. At the
other extreme, would be families possessing such large
resources that they will be able to meet any conceivable
financial needs so long as political and economic systems
are essentially unchanged. Even this level may not repre-
sent complete security, but surely these families are at the
opposite end of the "continuum" of financial security
from those described as extremely insecure.

Research workers in the north central states were not
concerned with these extremes. Rather, they were investi-
gating various aspects of the financial security of families
who were removed from either theoretical extreme. In
the studies, it was recognized that a family's financial
security would be increased by any developments that (a)
increased family resources more than they increased
financial needs or (b) decreased needs more than they
decreased resources. Conversely, a family's financial se-
curity would be decreased by any developments that (a)
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decreased family resources more than they decreased
financial needs or (b) increased financial needs more than
they increased resources. Thus, it may be possible to
judge whether a family is moving(along the " continuum" )
toward greater financial security or toward less, even
though no basis is furnished for classifying the family
as financially secure or insecure.

Interpretations of Financial
Security in Reports of Projects

In most of the state projects contributing to NC-32,
attention was focused on one or more of the factors
thought to affect the financial security of rural families.
The definitions of financial security were implicitly as-
sumed rather than explicitly stated. Even so, they help to
interpret the definition that is proposed for the purposes
of this report.

There is no definition of financial security in Illinois'
study of the goals of two families and the decisions made
and practices followed in the pursuit of those goals over
a period of 23 years. It is assumed, however, that fi-
nancial security was a major objective— perhaps the
dominant "family goal"— of the families studied. The use
of the terms "security” and "financial security" in the
Illinois report suggests that the meaning attributed to
these terms is consistent with the proposed definition.

1. Financial security clearly is thought of as pro-
vision for future needs. Indeed, the long- range aspects of
financial security are emphasized especially in the Illinois
report, which ends with the statement that "financial
security for these two families was found to be related
to the situation of their children, which requires planning
for more than one generation" (11, p. 452).

2. The "goals" related to financial security had to do
with providing for "future financial needs" (current ex-
penses for family living and the major expenditures for
college education and a start in life for the children),
by acquiring "resources" (productive farms, life insur-
ance) that could be counted on even if the usual im-
portant resource (the husband's earning capacity) should
be destroyed ( by disability or death).

3. The special value each family placed on a par-
ticular kind of resource (outright ownership of the farm
for one family; large amounts of life insurance for the
other) illustrates the importance of subjective estimates of
needs and resources and the differences among families
in such estimates. Reference is made also, in the Illinois
study, to the influence of economic and social conditions
on both the objectives sought by the families and the
kinds of resources used.

Seventy families were interviewed in Indiana's study of
the extent to which goals were recognized and could be
expressed and the relationship of selected family charac-
teristics to the nature of family goals (project 792).
Nearly one-third of the families named "security (emer-
gencies, retirement)" as one of the purposes for which
they wanted to save (9, p. 5). This suggests a concept of
financial security that is consistent with the proposed
definition. The desired savings would be a resource on
which families could depend to replace the accustomed



resource of income that would decrease or disappear
with retirement and to meet the unpredictable future fi-
nancial needs resulting from emergencies.

Kansas workers interviewed members of 527 farm
operator families in 1955 to obtain information about
their economic status and plans for future security. In
this study, more than in any of the others contributing
to NC-32, the risks that families encounter were em-
phasized. Security was thought of as depending on the
ways in which families provided for specific contingencies
or on the "absence of forces that create insecurity."? These
contingencies or risks fall under the general heading of
"future financial needs" in the proposed definition; the
provisions for coping with them, under " resources."

In explaining the interpretation of financial security
underlying the Kansas study, the project leader cited
Kyrk's distinction between (1) economic risks, which
include changes in prices, employment, interest rates and
so on, that result from fluctuations in the economy as
a whole and affect large segments of the population and
(2) personal risks, which include the occurrences that
affect individual families rather than the economy as a
whole (12, pp. 166-167).

Both economic and personal risks fall within the frame-
work of the proposed definition as causes of the un-
predictable changes that occur in either family resources
or family needs. However, only personal risks fall within
the scope of family economics; the study of economic
risks and of measures to reduce them is in the realm of
economic policy or economics of the firm, market or
industry.

The Kansas study was explicitly, and most of the
other NC-32 projects were implicitly, concerned with
personal rather than economic risks, although the latter
were recognized as affecting family finances.(Forinstance,
the Illinois study took explicit account of the relationship
between social and economic conditions and the financial
history of the two families; and, in other studies, the
importance of such conditions was implicitly recognized.)

This focusing of attention on personal, rather than
economic risks, was appropriate in projects developed in
the area of family economics rather than economic policy.
Equally appropriate in family economic projects was the
concentration of attention on the use of income and other
resources for the advancement of family financial security,
rather than on the techniques of farm operation and
means of increasing farm income for this purpose. How-
ever, emphasizing the concern that specialists in family
economics and home management have for the family
economics approach to financial security should not
result in ignoring the importance of both farm manage-
ment and economic policy in advancing family financial
security. The producing and consuming aspects of farm
family living are so interdependent that they can be
treated separately only in theory. One of the virtues of
the proposed definition is that its broad concepts of
"needs" and "resources" include the appropriate subject

2 For a discussion of this interpretation of the concept, see: R. L. D. Morse. Family financial secu-

rity— survey of Kansas rural families. Jour. Home Econ. 54:711-713. 1962.

matter from farm management and economic policy as
well as family economics.

Husbands and wives in 103 farm families in central
Ohio were interviewed in a study of therelation of selected
farm situations, procedures and goals to economic pro-
gress since marriage, as indicated by the average change
in net worth. The expression "be financially secure; be
able to meet emergency expenses or reduced income"
was one of the 11 statements of attitudes that it was
thought might have influenced financial management
through the years. The second qualifying phrase was
added to "be financially secure" with the idea that to be
financially secure should mean af least this ability. Wives
in 89 cooperating families ranked this statement second
in importance only to "safeguard family's health" and
ahead of "help children get ahead" and "build up the
farm business" (6, p. 44).

Definitions of Financial Security
Used in Classification of Families

Three different bases of classification were used in the
three studies in which the families interviewed were
grouped as secure or insecure. In 1960, 200 Kansas
rural families were interviewed about their opinions on
insurance and education. The families were classified on
the basis of their answers to the question "Do you feel
financially secure?" (Seventy percent said that they did,
14, p. 713.) Leaders of Indiana's and Wisconsin's
projects used similar, but not identical, definitions of
financial security as bases for classifying families as
secure or insecure and for determining the person