
RTSK A'I,IITTIDES9 VAtrUESg TI{SìIIfiANCE TRA'CTICES

AI.'l.D

TImIn 0O1\]TRIBUTIOi{ T0 FA-AI'il BUSINESS DEVELOF}''ßÌiT

A Thesis

kesented- to

The Faculty of Graðuate Studies anô Research

U'niversitY of l"fanítoba

In Partial Fu-lfillment

of the Requirenents for the Ðegree

l,iìaster of Science

'by

Gerard Achí}le Therrien

l,tåðr Ï968



iiìSIL:l.Cll

liì.Iiî]:. .lii'.1' ITUl,rlS ìi:\ i_.| llS, -L iliilli., : rri CiL IRli Ûl I iii;S

:';.jj

tilril?. tti¡IJi¡ììB'lllÜ]i 'l'0 I¡,Ï:ì.'',i -ì,5IiillSS ;ì;l"Ul0?r'Eiill

lrr¡

i er¿t r.,l. :licl'LiI -1,cl '1iic.l::-j-o:'r

:::i sl; "

{Z) to àìsscss f¿-ç¡lc-rs r i',::lrri¿-l ar:)-C i ìL-llûrna- -;j:r"il'.a'j:ìr:rJ,j :c:relles

¡'"nd -i,Ìiej-:: oF-i :rions cf spcc!fi c i.risr-r-r:a:lce p1¿:Lûü.

ii) -to dete:::line ';Ìre oi;'ci.r-r.u"t't lrircierì5ion ie vel- fo:* eacll ::isir



såtuatåon ån the lieht of partåeulæ fiaaneåaL eåreumstaneee and for

risk"

(+) to eonsider r'sk talcíng attitudes a,ird actions relatåve to

fi¡rayieíal progresse adequate såzeu income levet and gcowth rate"

(l) to exa.mine how cond.itions anô/or attåtud.es towa'rè r*sk

såtuatåons affeet efficåent use of resourees'

(6) to eonsåder farmeesg reactåon towarå uncertainty ån view

of relateð goals and values'

The major fåadå:rgs of the study werea

(f ) ,fu¡eed by the criteråa developed" á-n the atud;ru farmers wese

ånadeqlrateþ proteeted agaÌ-nst certaån risks. T'Íhåle they had aðequa'te

j&surence on bt¿åldirgse macbiuery and equåpment, a¡rd' Ì¿oueehold. contents,

theår protectåon a€ainst major fraud.su adverse judgBent of law and the

loes of å^neome of a key person was S¿¡iuf,fåeient. Thås was espeeåalXy

true in Lg6], Evid.ence and" opi:nclo¡:s tend.ed" to indieate that farmers

had a more preeåse assessmeut of tang:ibLe råsks sueh as fire than on

åntangåble risks such as premature death, disabilityu fraud anû liability"

(Z) fnffuenees external to the bi¡síness rather than sorxrd- d-ecisíonsu

based. on råsk aseessment, serrreê as g'i:-ldes for proteetån6 the business

against råek.

(5) wrrile Jro'r¡nger fa.mere had more aggressive risk talsing

attåtudes than sXder onesr they ùid' not ttåffer sienåficantly ås¡

val'ue oråentations âixd income a"spiratåons'

(+) Eriat appropråate attitudes on råsk, values a¡rd å:reo¡ne

Levels are esnducåve to rapåd- fåneneial proggess'
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}J-ving ar,d healthy encugh to 'vo::l-;' i{c';'¡e¡re::y ii is ôo':-btítil- i"'hether man¡-

fa:rd-líes ,;;ould han¡e eno.ugli econoníc resorii:Ões a:ld ins-r.rance to naintain

tklej-r present sta::d.¿:rðr of ]-:!-ving anc. atiairr tne-i:: p::esent abjeci;iveg

r:rere the clzief provider to dj-e ;orernaturely"

Inag.::i*u1-t.u:retÌreproblen-rofeconomiesecu-rityrsfur'bher

conplicated b¡r the close inter::elaticnshi¡r of 'clte fi:rn a::r'å Ìtouselto-l d"

The most ccn'Lmon i;ype of farrn orga-nizatien j-n C¿rnaò4.' is the fagr-11-y farm"

It is appa::en+" that tire goals of tl:e family and- the firn rn'¿st be consid*

ererl .Logether" ühil-e it ís.¡erir oft'en a.ss'amed- ihat a firm is rnainly

praf-i.t orieni;eclE the inter::el.ation of tire farnily a:tcl the Íi:rm i¡r

a,gricuJ-ir::i:e rerluires 
"hat 

l;iris olrjec-Li-¡e l¡e nodifiecl- in c:rd'e:--"ta naxinize

satisfacticn of th-e Íamil;r. i{ryrimjza'Gzcsn of satisfactÍon of i;he fa'nj-}y

then becomes the goal and- main ncì;ive.tíonal fc:lce bejrincl ihe farn proÔuc*

ing ï-ïút, Ai timesu tlie firn'eg econouic secu¡ii}'and- prog'T"ess is placeù

in jeopardy for the íamiJysst satisfaciion a:rd ecanoruic sec-*rity'

Beeause of th-e ccnplex nature of farmi-n¿', the competing interest

of the firrn a,ird" the houseitol-d- and because of ru:'cer:taint¡' farrners can onJ¡r

pl-an- for a- b-cief period" cf tj-me" The success of a bu-siness wil-l d"epend- tc

a large extent on a farmerÎs a^nticipation of the farn business Y"¡hich' is

iníl-uenced iry pas,o e:perience, knolzledge, preùispasítÍcn to ac'h in a

*ertain åi:rectiorr unC" expectatj-on *f i;he fu'ture. Tf a íarrner a::ticj-pates

a poor cllop year a*nå allocates r:eso-Ll-l:Úes aCCOrùingl¡r, i:esoÏjfces rt¡:-l} be

,-¡¡råerutili.o,ed- a;rå i-ncome that ccul-d l:a*¿e l¡een realized. Tjj-ll haYe been -Losf

if condj-tíons rnade 'iay a-n excellent ortp yeaï, On tl1e o-bhe-:: ira:tdr if con*

cjiiions maice for a poor crop yea:1" bu-t i;b-e farme:: anticipatcs a;:'d" pl-a'rrs íor



ä, bïnipe:f Õïop yeaÍ ti:en hj-s e:q)enses wel-} ha.;e been nnch. hi-gher ti:an

ÉecessâÍy" It is f*r this zreason th¡¿t resÕlÍces are ofben inefficienti-¡'

used."

lwo of the ¡rost sericu-s prcblems in -bhe farn iir.d"ustry ha.re ireen

fl-uetuatj-r:n ín yjeld-s a:rcl- fl-uctu¿.tions in prices oi fa::m prod-ucts" Tn

.ii!1iant-ïorlae as early as 1812u wiren the fírsi; Sellcirk settlers arrived,

fa¡mers sufÍe::ed- uneryected- disasì;eTs yea^T after year f::orn ea:rl¡' írosts,

gfasshoppers, mi-ce, elic" whicir destroyeð their crops" Since then f,arme::s

have e:4rerienced- marÐ¡ crop losses d-ue to traiJ-e d-rought, fJ-oodin8e Srass*

hcppersu and- ciher cårrS€sø Unextrlected flood-i"ng i-n LB26 forceC. some

ea;:l-y settlers to l-ea;re thei:r farrns and,- migrate to the iirúted States"

In the last 20 ye¿-Tfre me-r4' farmers a1or.4 the Red. a.rrd" .{ssiniboine rir¡ers

have had- to no.¡e io higtrer i-and- to escü.pe floocli-ng" Iir 1-Sl0 anå as

recent as t966 seriou-s fJ-ood:ing along ihe rnain rivers ca.used. consid-er*

able d-ana6e to brrildings ancl reduced- livestock prod-uction, ad.d-i-ng to the

cost oí producti-on a.ud- vraierloggrn6' rnu-ch. of the land so that cro.tl

p::oC.uction \îas seriously affeeteel. Fe::iodica"J-þ ihe vïestern farmer ls

rem:ind.ed- of the dry years. The L93O\s stand or-r-t vividly i:r' the ri-ind-s

of ma.:ry ol¿ timers as a åisasterous drou6h'b era lzth extrernel¡, lovr yieì d-s

acsolnpaJtiec] b;' give awa¿r prices* -A.s ::ecent a's L)6lo d-rou¿'ht loríered-

yíelC-s to ih.e lowest level since tire L!j0ss" Eecause of tllese uncerte-in*

ties, ilia¿j-toba far¡le:rs need. åccnïa';e risic evahaaticn alid. appropriate

nrntae*i ôn llrcl,ry':ams to nininize tÌreir losses"

t St::ange e li.Goi,., rt lÐ-o-r:¡ *!sioql'-€ Fre+r:ie A,E¡-rgrlì;-i!r9, i/innipeg:
Searle G::ai-n ûompar,¡r Ltð-" e L954^
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Frice fluotuationg have ad,ùed. to the wid.e fluctrrations in yie.i"ii"

l.trormally price is j-nflaenced. by sÏlppLy anù ôema¡-d-' Tet, low prices have

been þown to öScur wben proåuction s?as exbremeþ lowu For exanpì-e' eone

of -the lowest wLteat prices in western ca1xad¿ have occurred et a time when

production was at its lowest Level s¡reh as durinS the d-epressísn yeaTse

Frice anð yield. veriatioEls have ceueed s'ide fluctuations in proðuetion

¡ralue ín },fa^u[toba evea ín fhe most secent periode as mað¡ be viewed in

figure I'

Theneed'forgtabillzingíncomefromadverseeffectsofweaÈÞIer'

natural øallsese and. þrice flucbr¡¿tions has s-ithout question been one of

the nost serious probtems faeing Marritoba ferners since the openJ'ng of lhe

West'Tir-isproblernwillbeaccentuated.asagricrrltrrrebecomegÍÛorÊ

intensíve and more aaPi.tal.Lzeð""

FIGTRE }

fota^l Frodactíon Valr:e and' Llveetook i-n &{a¡rltoba
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Sorrr"cec ìiibniioba FaÏm Outl-oofi Lg67, lrT¿nitoba lepi" of Ag"ricrr-lture and

Conservati-on.

Agrieultr:re has cha.:rge,J. drastica.lþ iir the tasi centr:.rT from a

conpletel;r i ntegraied- high labor: input vray af l-ife to üoÏe special-ized'

inteneive capital inpu-t busi:resso One irundred- ¡rears ago each- farrn had

to pro.",ide rrÕsf of its inouts for survival a-nd- p-r:oðæcticn" Fron this

moðest begiruring a aore specialized- unít d-eveloped r¡¡hich d-epend's mcre

anrd more on other incustries a.rrd. cther farms for j-ts inp'lts, As shown in

tabl-e l- the inputs j-nc::eased. fron 8/" ta 22/re acccrapari:-ed- by a red'r¿cticn

ir: labcr oi 6j/" ta jfii' of Lo'lal inpu*s -- er¡id,en*e of a stru-ct'¿ral c1:ange

of tire iarn ',:nit.

T.ABI,E ].

IïSTRIBUTICI¡I OF Ii'rYüT GR0UFS , L915 t'o 7-96 -z

{Fer cent cf tota] inpu-ss based on constant d-ol}a:r ôata
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.As il:e llesû-r,úce ni:r shifis -bcr:.a::d- : capila.l intenslve ar3'-cicr:1t-ure

y¡iih nore bo-r::or¡eå capital-u íarms 'r:ecoiae nlûïe eu-sceptibl-e to rrncertai-nt¡i

a"r:d. aàr¡erse farn incorue elcFer¿eïrces' .-ii';h higìie:r fixed c*sts and' t'lre

e.cunj;eïr.¡¡.j jin¡: Ðfessl:::es for lawering per unit casi, farms are fo:rced- to

l-.ec*ioe large:: 'bc sp::ead- oraJr rßûrt Froåricii"on r:ni-Ls su"ch" as acres ancì-

a31ina-r-so r¡r an a::t-icle',¡¡:rj-t'Len ir¡- A"G" .Ðal}e2 h" p"o¡ecte<l- tha,.'h if the

p::eseni u,uward- trenä of large:r farms continue'å at ?-$L cl.reÏ a ten year

peric-:d"u tha'b the a,verege farnl in i1,,[a-rritolra rvcu]-d- incre¡rse 'ixort j7¡8 acleÊ

ii: l-951- and 4t9 acres i'* L96L ia i?*() ílcres rn ì-!81" If i;his fo:recast i s

=ealzzed-s tlie clena;rd- fo:: capiial- çíli in,:::e a*oe sj-gnif:-canil;" a,nd "Lhe i n*

åasi;ry will si:if-r .f:rcm a ::elativeþ sel -f*serp¡;oriing ca'pital inårrsl;::J'- bo

a }ligher ì:o:::*oring inclustri'." As fern uili.ts become larger afrd eKf'ansilre

ïr-sers of borrowed- capiial-, ihey become nc::e r.ihe::abl-e to ad-v.erçe

ronCitions of :rislc e'rrd- rurcertainty"

If the fesm d.ecision maJceïs aïe o\rer cönser:¡ative in tireir

ai;"i;itu-d-es, it is d.auh'hf"l:L v¡netinr-r the a¿rtcui-tu::aJ-'índustry'uil-l be abie

to inake -bire progress that is eeonorni-cal-ly 'namanteCo' Ln a stu{y car"ried

ûÐ-i by Cag, ]re fou.nd. that farmers had- a strong preference for self-

fínxrcing"

0n- ma:iy of 'uhe n",:merçu-s sna-l]. faïrns, seif*financing r';as iraposeC. b;'r

the lacl< of incone to repay bo::ro'¡ied. cap:iltalo ûn ma"rqr farrns, bo'iir
Iarge *1d sma}l. se-l f*finÐllcil1g' 

"ras 
prefe:rreå heca"Lrse of tire opera*

tcrss desire for ti¡.e inci-epenåence of o-'raring l'r-is farm fuJ-i¿vr his fear
of d.ebt or other relatecl- :reasoÊs" 3

2 B"i-lu A..G* s TþS Eco-nqqúc. Oppcrlu+rltlqq" Proceed-in6's 1!66 Ylor¡shop

"ì,,æeiin3 -bhe l{eeds of Tomorrowts Corurnercial- Farrnerst!u ii'i-n:ripe3,
llar:-it ob a. Agri cu-ltu::al Ec ono¡ti cs Às s o ciat ion.

12 C'ur", l.!i. e a quote tCceil fron }a'n¿son, J', Ciralges in 4Aq!9¡{!gg9-*!S,
igJO-. Stafí stuci;r ldeo Ll" Eecnouic Coæ.ncí} of C¿:rad-a, L964'
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Ïf farn¡ fa.miLåes are to progËess from relatåve]"y small units to

trarger more speeåaIízed conmereial farmsu better risk ma"nagenent Blan-

n:ir:g and dLifferent råek attituðes a:ee essentiat for progressåve fine&eåal

s.rJ"eeêss" Risk noanagement åe an íntegral ¡¡art of fa¿*n nra'negementu

pr¿¡narily beea¡¡se of its unåque role å-¡r providing eaough economåe seex¡ríty

for tlae unpredåetabLe anð unforeseeable. assets mu.çt be proteeted from

natrrral trazasdsg fireu br:rglaay, theftu a:rð nar6r othar haza,rès. Income

from egopg must be guæanteed, j.n one way or arrother, ].åvestogk nust be

protected frora &iseaseu såebress, weather, atrd mrrltip]:e ]nazaædst and tho

busåness and the fa¡Eti.tr ncust be safeguard-ed- fro¡n premature death asÀd

*ssabilåty" rn other wordse for rapåd fånaneåa} pv0€Ëess tlre fåm nust

e$SxJne råsku yetu åt mret have enor:gh econom:le seeuråty to neet the

unforeseen"

0b.iectives

fhe objectåve of this study ås to exa¡råne rlsk, attåtu'des to råek

ån farur investnent and fa.m praetices, value oríentatiOnsu j'nsuranee

progra;as and thei-e influenee on financåal suceees"

Speeåf,åea11yø the objeetíves a¡rec

r) to de*ermine the exbent of råsk anå farmerss reaetåon to råsk"

Z) fua assess fatrmerss foroa1 and ån5,oænaaÅ i-:ts¡¡ranee scfÀemes asld

theår opånåons tow'asd speeifåe insuraeee sehemes'

5) to d.etermS*re the optåmruo protectåon Level for partåcular råsk

såtuatåons in the ligþt of partåei¿Iar fåna¡rciaL eåreumsta'nees ærd prefer-

ence for risle.

4) to eonsåd.er råsk taking attåtudes and actions relative to

fånarreåatpro6geÊg'adeqrratesløeuincomeleveland.ryowthæate'
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i) iû corsider hcr¡ condit'ions a;id-,/cr attiiud-es tov¡ard ,risli

si.irr-ations aff ect effícient resource al location"

6) "uo consid.e-r farmersr reacLion toward- u::.cer-ha"rni;y in vier'¿ of

:reia'tied goals and values.

îhese cbjectives v¡ill be ex=¡lined- as they rel ate tc the hypothesest

rlerived f::om the l:rcblematic si"t"tr^ation.

F::oblemat ic situation

Farning tod.a;" requ-i-res ad-equate 'prcteetion against uncertaint;¡ âJr-d-

risk situations" Fariuers on'cl're eae ha.nd, Ì:.ear.ily d-íscou¡rt a:rd- cautiou"s*

1), weigh each rrer",¡ d-ecisi*n; v¡hi.l-e at 'uhe sarne tir:e aarq¡ iia:ressures have

evol .¡ed fo:: Ia::ge:: farrns, ilse of more borrcwed- capital , ad'option of nev¡

farrn p"ractices, economies of scafe ehc.e al-l of l''rhich stress tne impo:rtance

^.r mior. *ol¡i-no.-i,¡-1 investraenL and, ía;r'm practices- These'orvo opposing id-eas
ul !!Èf\ vo.]*ra- j

appea:r to z:rrn corrri.ter to on.e ¿rrother. Yetu ve::y fetu¡ atternpts have been

made to examine the need- for a,dequate insura:rce ancl i;he need' for risk

takirig as ãJl- in'r,egral part o-f farm business"

Farmers and insu::å.llce agents nay not exanine tite probl em in tlae

6a¡ie îTað¡, Insi;ra¡rce ryettis iÌlåy *lierl ihe farger as ä prospect for a cluj-ck

sale, spend.ing ver;r 1i¿¡le ij-¡¿e examì-n:i-ng the faruers entire busj"ness need-s'

lîarme::s ere very scepticat aboc-t insi:rance agents a:tå salesi¡en j'n general

ar:d. a.¡*id givír:g. ihe¡c the lroper :-rio:rnaticn for complete analysis" Thuse

farmers ltay at ti-mes buy insu::ence that tire¡r d"o no'c rec;uå::e v¡hile at th-e

same tíme go t;i-thcr-Lt essenii¿J insurance poii*ies'

A.nother probl-ern that arj-ses with insurance is th.at insuranee -i s sold

*j^^^-^^,r c^-^ fi3ç insurance corcpanies sell o:rly fire insrr::s'nße sr1ù
-P¿eçgjlleë'J-o duuÇ r,Åç errÐuæ¡vv
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extended cove::â.g'e, but not hailu other:s sell cniy fi-res e:rtended cÛvtllege

ai.¡d. crçp ha;l insurance. é-l-}*risk gÏop insuïance is solcì- oirl;r by the

p;rovince. iliost life ii:sçrance colnps3lies sell only iife insulaÍLeez

aecident a:rù sicknessu ax:ruities e-nd heaJ-th insi:::a¡rce' '{s inåividual-

insrrra.nce coi0parl.ies p::omoie only theil: o'n]1 p:r-'cducts, felv provid-e to tbe

fa:rner a-rrd his ía¡lj-l-y a cornpleì;e anal-5-sis ef hís insrraJrce need-s" There

are inðicationsu if we may gene1aTirze ilron str:ùi-es d-one on the general

p'ablica tlr.at farners aïe i;:.acr-eque-tely insr:red- and ::eceive iuprope::

4
adli'3-ce, '

l¡a:ry- fa::me1Ê 1aük the p::ope:: ira,ir:iug fcr eval-u-ating tl:eir insrrance

;r-eed-s" îhougl:i insu::ance agents are ueli \reased- j-n certein aspec1;s of in-

Êllïå,nce, fel'r harre sufficìen* hrowledge to u-lr.d,e::stand all insu'rance

pcr'-icies plu-s aJ-l the haza::ds faced- b;- the fa-::m busilless and his fanil¡rt

and- to ad.rise prçperly. Farme::s ira.¡e so littl-e infor¡ration orr" insu-rance

alternati'¡es th.at the¡, ç¿31 not easi-ly d-ecid,e vrhether they reqrd"re add-i-tion*

al insurance" 'Ihis tack of lcror¡¿l-eðge ei-the:: makes them postpone their

d.ecisions tc buy ad.ùi-tional insu:ance 01. forces thein into a c¡uích

d-ecision"

-rrr¡lrí1e ad.eciuate ;orotectíon is of absolute i:ecessit¡r, it ís also

necessary for ía::me:rs rrci take so¡ne r:islts" "¡'çithout arl ad-equate method" fo::

eyaluating insurance neeås and- risic si';-u¡"'bions it is verT- difficult bo

iletern-ine which risl; ta reiaín and- shich tc in*u*e* I'r ís necessa:r¡ f,'a

L^' uOnsurler
T-Éaì^ø-.,
üil'çeJ I

Re,ocrts " Ì'Ievr Yc::Jc¿

FeÌ:i:-'rar¡ and Ì:larclit
Consr¡ners îlnicrr af, 11"ñ" Inc" issueç cf

jyol.
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åe-¡ise ¡netirotis tc Ìre]-p farnler:s ex'af-.:-a1;e ihei:r 'ì nsr:ra;:-ce neeels, wh"icir '¡¡il-l-

ç"raviåe i;he necessar;,r clirnate for su"ccessf-.';l- fína:rcia.l- p.fcgllÕaß"

llr¡pctireses

Five l"ypotheses were adr¡a:icecì-n

1) TÌiat fagme::s are uJrd-erp::otecÌ;eC in r:ega::ds to every cJ-ass of,

Z) tirat farnerss assessrnerlt o-f ::isk j-s rÍore Ê:reÕj-se -Ln ereas cÍ

ta:ia;i,bJ-e assets anC.:ri.sks tlre-n in the less o'bviou"s lcrnd"s of risk"

5) ttiat inJ},rences e:rterrral 'co Ll:e br-lsiness serlve as guides for

pz:cteci;ing the busine ss fr*¡¡i -i:isÌt.

4) tnat :risk atLj-tudes, ircÕme aspi-:::ati-ons a"nd, r¡a"lues of ¡r¡i¡1"*t

farmers üffe:: frc¡n those af, alder Íarmers"

j') Thai such attitud-es c*¡.stí'i;ute restric-biorrs *:: stinuli of

prirnar,¡r irr-rpo::ta::cc ro "bh.e firranc.:-al s$ccsss af '*he farn br:-siliÊss.



CliriFtER Ii

RIS]C }EFIÌ,JE} AIü} CT"J,S"5I1{EJ)

ii it ryei:e trossible to foresee exaciJ;¡ v¡hai the fr:"ture trolås,

there v¡*ul-d, be no groi:ad.s for: eccnomic '.l:tceri;ainilr a.nd- no need- for

insrryance sche¡res" Becarrse of adverse effects cf rislcs, ¡¡reth.od-s fo::

nanaging ::isks e:rä p:ratecting a.ge.inst Loss have been develcped.' Since

no one kfroi,¡s exactl"r rrhat the fu-tu::e holds, eveïyone has to be a rísk

nanager not by choice, but b;,' necessít¡r"'-

Unceriairrt¡r arisee because of incomplete l;torElecl3e of the futrre"

Ftrans in agriculti.u'e must be made at a paini; in tine ío"l a prc'Ji-rct vrhich

wilt be fo::i;hcolirinq in ihe fr;-ture, l.:nde:: i-mcertain hrovledSe ii:e entre-

preneuJl is íaced with d-ecisions ancl plalning abot"i'e iris farrn a:rd- the

aJ-l-oca.iion oÍ resources based on fu-tr:re expectations" It øas I{nightBs

'hnnir. Ei ot- TT"naar*o.in'l-¡r qn¡l Þrní"i.i,2 Which fj-rSt focUsSed- aitentíon Onuuus Æt !rru_!¡-v-g*jluÍL d¿ru r.l.,!.,j'lJ

the larouledge possessed by na:ra,3e::s at various stages in iire d"ecísion

malrii:g' process" Irn:ight rzas aiso very exçi-icit in d-isii:rguishing betr¡een

the tv¡o basic degrees of hrcvle{ge uirich lroul-cl give ríse';a coniJ-itions

cf risk a;'i"cl urrcertaini;-'"

3ìirno tlren^ mâì1,¡ åefirri-tions cn risir anù irncertainty ltave been

TlíI-J-ian*rG*4, Jr.s ârIå Heins, R.ii;f' Eqe-Es .l!lÐ49,,A.e]qeq!.q+1-4.I*e,p-qq4q-eE
'Ioronto ¿ i;lcGrav¡*-I1i1l C*" s L964"

IÕrirht, F".i{," Risk" Uncertairlifr anC. F::ofit" i{ei'¡ Yorl;c Iïoug}ri;on
ri; ìPfl ^n ñnmrr^-nrr I O91L/ß¿i ¿u¡! vuru,yøu g r-rl/*r,o
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d-eveloped-, scrne ecûnor:is';s -Li-ke äicksr5 ll^to¡r4 ancl. I" Gale Joimson5

¡nake no distinction betnee¡- i;.he tvo terns, oihe:rs fj-nd" a clea"r c'':-t

ùistinction betl¡een risk ancl ulcer-i;a,lnt¡ru v'.1:j-ie ncs-r, e-IÌti-'êprerfeufjs Ïe-

f,er i;o c-rltcûüÌes 'øl:ich lead" tr: lcsses as ::isk"

Uncle= these circr:rmta:rces it j-s imperative tþ-at we have a clear

',.:::ilerstandin8of these ierms" Defising rioil is nci â;: eas)¡ t"a*ht es

is evidenced. from tire numerous d.efin:i-tions a:'rd- large amou$t of l-i tera*

t-L:":::Ë 0¡L ihe subject- Ccn-sea;rentl;r, tlre most suita-ble \;i;ra;ï fÛT djs-bin*

guisÌrir,6' between risk ailci ancert¿rini;;'r i-s to brieÍI-y e-ïarnine some of

tlie lite::at.l:re on tj:e subject a-n'i to gro'Llp::-isks in gen'ei:a} cafegories'

FAT,I] I *

Risk ¿^nô Un-ce-rta.Lnty Ðçfipei.

RisJc .uoy "ne c-efined- as a-n outcone l'rhicn ls meas':rabie in an

erupiric¿I anrl qu.antitati--"e sense, whil-e unce::tainty' as arr cÏLtcome lshich
A

carrnct be establ-ished- in a.n ernpiïi-cal or q-,rantitative seÌ1se6" In iitis

d-efin-i-ticrr af :risl;e it is not essential- that each ou'tcome fçr ea'cir

pa::ticular i,;en be predictable" It is oni¡r necessa-q/' that ti:e

prababil-ít¡, of outûûme or l-oss be este"blished- fa's: a 1a::5e mrn:ber oÍ

casâs o:r obser:r¿ations *

ï{ickse J"8"", Vs.¿qe -and C-qp}.tal-, Clare;rdon- Press, Oxford-, L939"

äart{r, t.{-1" s Rågh an-d- RLsll . e_+,q.ir"ifi, uni-versii;y cf chicago ?ress s L923"

iohnsorre D" GaLe, Fo,rger:d. 9i{c-e-s fcr Sgri.çuttu:re Chicegot The

Ur:-i-.¡ersity of Ghicago Fress, ]-947 "

ileaa.l'u E"O. e Ðqq,.,xorqi-ç-p -q,I- iisi¡ql+li.ltqef- l?gd=q-c-Eqr ryIê, B-eS-eqTÊe u-se-,

Eaglãwood- çiífftu 1[.J. s Pre:rbíce*Iîa}I I¡:c" 7954 Pþ" 44O*1r43,

)
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Empi-rj-cal prchaÌri-1,itj-es of cç-tcolle can be e¡'cabl-j"shed" b;' eithe::

ûne of tv¡o nethodse thrcuglr i'a p-r"io::i-" cal-c'¿fat:-on or f-rom statisiical

anal;rsi-s of past erpe::íence. The era p:rio.rit{ of outcone catL be kncwn

beforeliand.. F'or example, it is llot neÛeËsary that a La:tge covrtinuçu-s

nu$berf of calves be born before establ.rshirg tha'ü the ci:arice of ob*

taÍ-ning a br:J-l- o:: a heife-r is one*half" Horeever, in sta"tis'bi-caJ'

a¡alysås, probahility ca"ir be estabiishecï oniy if t¡e sa"rnple of

observation j-s large en.cugh, the observations a-re Tepeated often in

the popuJ-ati-cn, ånal the observations are índepend-ently and r:and-omþ

d-ist::ibui;ed., Insurance cornpalSes ca:r pref.ict fire losses anå s1:¡-ilar

or:-tccnes v¿ith a. higir rlegree of sertairiiJ¡ so that the phenomena u:rd'e:r

classj-íieation ca:t be classed- as Ïisi{" 'Îfi.us, the greatest distinction

bets¿een the tt¡o terms i-s that risk is in.sura]:le iqhile uncertaint-v rs

not-7 For example, ir; is irnposs!-ble for the Íarmer: 'ro p-::eÔict vrhether

his irouse v¡ill burn d-cw-c, to ]rim iÌ; is irncertain" I{owever, to ihe

insuïance conpa1lJr it rs predi-ctabJ-e (to estimate the probeì:ilit¡r)e and"

it is possible te estimate in aggregate the exact loss" Thu-su to ihe

insuïa"nce coapajrJ¡ it is a::isir and- is predictatrle in aggrega.teu while

to the inclviåua.I it rs urtce::taini;y arrd is u:rpredlcte,Ì¡le elreli i1:t

ag;gregate as his case is i;-niq';e a-rtd h.e *trns onJ-y one holrse.

In u-ircertai-i:,i3r, tlee probability of ar: cutcorce ca¡-nci l¡e

esta,blished. j-n an enpirica-l- cr a qua,,::i;ítatir¡e sense. TJncertaint¡r

is al-wa¡rs present lsllen knowleåge ís irnperfeci anil th.e parameter ca^n:r'oi

7 In-i¿' s pp44a*4-41"
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be established. (i"u" the mean, the varienee of the outcome)" üneertainty

is entårely subjective in nature in that it refers to anticipation of the

futr:re and is arråved. at by estimation and- judguentu or by for¡oulatå:ng arl

åmage of the future'B

rnEÉek,ußsertaåatyg}ðqrofå!,FrofessorKrråghtarrivesatthe

distånetion between risk a.nd r¡ncertainty by relaxing h]ne assumption of

perfect howLedge *- aa attrÍbute of static econonics as usualþ stated"

It beca.ne apparent to håm that managers aJee i.:rvolved in d'eeisåon 'naJci:r€;

ån d;rn¿Jråc conðitions wheæe chan€e and htowledge of the futrire ås ita-

peæfect" Iknagers affiive at their d.eeåsions by estabJ-isl¡-trg the

probabí}åty distributåon of expecteð events' tr{ithån the d¡fnani"c

situ¿,tåon, he fotmd. åt necessa¡ry to ðisting¡uutsh between såtuatåons in

whieh larowledge of probabiS-ity dístråbutíon ås complete enough to set

up insuranee sehemes (risk) ar¡d såtnations in whieh loeow}edge is not

eomplete enor:gb to set up ånsurance sehemes (rrneertainty)"

fhe practícal dåffereïIce between the two categoråesu risk and

wrce;taintJre ås that ån the former the -diistríbution of the out*
come i¡o * gåoop of instances is ]mov¡n (either through calcr¡lation
_á priori oi f"ãr statistícs of p*st ex¡rerienee), whíte in the case

of r¡ncertainty this ís not troe, the reason being in generai" that
it is impossitl-e to form a group of instances, because-the^sitr:ation
dealt witb is ån a hågh degpee urtlgr:e, The best exa'rople of
uncertainty ås ån eonnectíon with the exercise of judgment or
the fo:mation of those opincions as to the futr:re course of events
g,híoh opt",tåns:(and. not Ëcíentifåc lanowl.edge) aetually greid'e moet

of or:r conduet. Now if the d:istribution of the d:åfferent possíbJ"e

onteomes i:r a group of inetances is hrowne åt is possíbi-e to get

rid. of ar:gr real r¡ncertainty by the exped''åent of grouIli::g or
râconsolíôatångrr instaJxees'

Heffdye horvever, took exception f,6 Knightss interpretatåon of

rislc a:rd r:neertaå:rty'

B ,cu-ght, F.H" ope--gLL" p. 2r3"
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It appears probable that the cases of statistica.l probabil-it,v a:rd-

the ããses of true r¡:ce::taj-¡riJ¡ a-:re essentiall}- alike c'ifÍe::ing on3-y
-in th.e a:lc',sri of 1i:fc::¡nation ite happen to have at ha:rd. to C-eaI';¡ith
there, ihe leirgth of tirne Tleces$alð¡ rr,G âcc-dru,ÐJ-aie a line of cases
big enough to establish a statistical freq'renc¡r 

"t 
U the Íineness cí

the classification ire are using" 7

l,trilletss d-lsiinciion betv¡een risk ancl urtcelrtain'bJ' is ao:re a

diÍference betl'¡eeil objec'oive and- subjective aspec'cs oí apparerrt

va::Íabilj-ty in the course of natural evenis, ii,rhate.;er effect risÌc rcay

have on economic aciivity is brougirt ahou-t through psychol-ogical in*

fluence of uneertaånty" The f'.r:tûa¡¿ental facts of hrrmarL nature on- r'¡hich

the d-oct::ine of risk ís baseå a¡"e ihat i-n econotlic affaj.rs i:ncertait:ty'

is in ger,ie::al- a disagreeable s'cate of nind- and" tha,c ihe dåsa6:r:eeabl-eness

j-ncreases as tire rll:.certalni;r inc::easuu.I0

Joh:rson, on tÌre other fiand, recognizes five differen'ç lrttovied¿'e

sit"¿ai;ions in v¡hich the ma-ïLageI íind,s hinæel-f lrith respect io a girren

problem, *-

The five siiua'bions cår1 be grouped- into states of lcro,nledge

/¡ ) sr;hier:ti.¡e r-lncerta-i-nt;r, (b) sub jective 3i5þ 5i-'ullaiion ancl
\a/ 

u 4vL/

(c) su-bjecii.¡e certainty" .{ firrther classification cari be mad"e of the

suJrjective urrcertainiy si-tuationss (f) tne i¡lac';i-¡c situ-aiion, i-n

i'¡hich available info:r¡ratíon is inad.equate fcr a i'ecision coneerlling a

Y l?nrdJr, C"O.e R_isk a¡{.F-rslt Sqqr-Lnq, Universit;" of Clrica¿o Press, L923'

trl
"Ji.ll*t, il.lI", Tþe Eç:aqoryi.ç*!'-hgor--¡ cf lisk a.rl.C" Ins.ç¡a,:qgr TJnj,versiiy

of Pens;rlva¡-La Pressu L95L" p' 2)"

llJ"hrr*one t"L. a.irð Havere t.8", lecisioqlÞÌrilg I.Yi:rglpl-eP år-r l¿æi
}I¿rraFçraeniu Led.ngton: Ii:;il;rrc};,. Agriculiu:at Siatisti.'cs 3u-L]-etin
IIo" JIJ- Unj-versity of hentuclçyu Lgrt'
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ccniemplated acl;ion anù in *hich the cost of acq'-::::i-r; more i'¡fo:i:mation

exceeôs iis val-Lie A Q) ihe lea-rning situai;ionu in s¿hich a'¡ailable i¡:'for*

raation j-s iira<l-ecluate ío:: åecision and in v¡hich the '¡alue of acqtl-r-::ir^r'g

1<nor'1ed.ge exceecis iis ccsts ç ß) the forced actiorL situation, in 
"vhi 

ch

e.vailable inforina'bion is ina,c,eç¡uatc bu-t in rvhich action is forcecì- by

ou-tsid-e circ,;nsiaïices, In subjective ::islc siiuations¡ tne rrranage.r d-oes

not see the probab'l e resl:,] 'r,s of a contemplatei" act;ion" perfectly bui

sujficien-r,1,y enocgh io d-ecide v¡}:.e-bher to act or not 'co ect i and accept

Lhe ccnseûLlences of the c.ecisioiL and actioir. Ii is usua.ll-y in su-ch

sii;uatj-c:irs iÌrat llla;i1ageïS hr"ry insu-ra.1.cee set i'rp safety margi-ns, use

jleserves a-rtd. cligeo..:ai a^Ed. '¿se otlte:: fo::mai enci iirforr¡rai insll¡eil"Üe means

of bearíng ine risko Ti':. subjec"bive ceriaint;r situaticnsu lnovrled-ge is

near].¡rcorcpleteenou6hfornranagerstoaciasihoughtheyhad.l:erfect

1cnoYrled,ge" In tirese sit-uai;ions, ra-]la€e::s åo not sei up safety nargj'ns

d:Lscoimi resu-l-ts or maintain reserves in case of trouhl-e" thre d'ecision

iliâJ. be eíther to act or not to act"

',r/itiia-¡nse GoA" Jr" anc- Ì{einsr iì-}L define risk as a:l rlobject'i''re

d.oubi; concernirg the outconre in a, give::r situ¿tion" It is the d.oubi a

peuscil wo,¿ic. irave concer:ning the future orrtcome even if he l';new all i;he

pcssible c-rtrbcoìnes an¿ their probabi-l-iiryiZ o" c'r\arLce cf occurre"*"'*'11

unc,er this appr:oacÌr ::islc is the il-ou-bt of ouicolte wh.ich rernains in spiì;e

t2 p."cbr-rrility is the rela'oii¡e l-ikehood- tiiai the outcome r¡ill cccur" If
the probability j-s o the loss viiil not occuÏg if the p-r:obability is It
the }oss r¡¡il-l- occu:r- The closer the p::obability is 'r,o 0 or 1 the no::e

certain one k¡.ovfs the ouJcome"

tl t'iitl-i*rse Go/r" Jr" u qp-....ç-ifr- P" 5"
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of a le¡sônrs lsLorîl-edge cf: the possiÌrl-e l-osses anù-bhej--'r probabi3-ities

of ::åsie" 'Iiris risk cen ]¡e meas'¿r:ed. Ì¡it ihe va-riaiicn of the pcssii:le

resu.-],ts. Tf a lcss is cert¿.in tc occ-u¡::, tìre chance of l'oss rs one bi:''r'

the "risll is 0" U::certz:'ini;Y

ís ,r,he su]:jeciive d.oubt oollcelnil'l-g the outcome cLu:cing a given
perioci, unce:¡:taínt], is tiie d.oubb \';,hj-cb ex:Lsts l¡rhether o:f not
one lgrov.,¡s ail the possible ou-tôones and- the p:robabil-ity of
i;ì1eir cccLf'ïer¿oe. F"j-sk is the sa¡e to al-l- persons i;¡r<.]-er a

given set of circuJstancesc uncertajnty va-ries ancng peÏ¡sons

"nd- 
aup"t.ds upan the informaiíon at their dis-nosal and thei::

abili-ty to usä this information 'bo estina.te ti:e ::islt.14'

the ma:ra,ger ín pl-a]llring for the future is faced- wiih u-ncertainty

in acldj'l,ron io::is1ç elements ,¡rhere variation in o-útcome is sr-''bstantial-"

Fol e:tanpleu crop yielil .¡ariabrlity o:: riLstabili'cy may be cjlassed' both

as ::ish atld- unce::taínty clepend,i-ng on the sii;uatj-on" unc'e:: perfect

l."nowleoge about the fr¡i;ure, tlre farrne:: is ía"ced' with ins'cabilii;¡' 3f

yieJ-d which is rislc s¡here tne para,'1ete::s are estal:l'i shed'" Yeie eacb

ind-ividrial entrepreneur mey have hi s orsn clegree o¡ ¡slj ef in the out-

coroe vrltích is u:rcertainty aéd' is subjectiver]¡ determined- uncertainty'

The key åifference beíng tþat in oi'l,e case i'¡ ís measr'u:alle a;id'

preùictable while in the second- :i t -¡a.ries vritl:- eac?r ind"i'¡id'u"a1"

Ân ou"ccome vr}ricj: is a rislc t,a cne persoil may be an r:ncertainty

to another. I.or example, the p::obability of a house b'.:rnj-ng d'cvn, to

a farmer:, is r":np:redíci;able, rzhile io tire insura:rce conpeny i'; ts a

::isk lrhj-ch in aggregate can be l;re&|cted ï,'iih sorne degree of ce::tain';y'

Basicatl¡r- then rislç is objectir¿el)' rneasl:rable rshiie 'u:tce::tair:'t;-

ís the psychological response of a:r inO.'ividu-a] Ì;ov¡arô risk" Risþ is a'

14 *. ..' l.oaü
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conbination of hazard"s anå j-s measrr:'ed- by objecti.¡e probabíiit¡r; v;-Ìr!-le

l6
unce::tainty is measured- bJ'a su-bjecti'¡e d'egree of bel-ief'-'In r¡iev of

i;hese d-efiråtions on risi< a¡d- u:'r.certainty, thi-s stu'dv v¿i1l ':se the i;ço

terms synûnylûoltsly ancì- "rrsa rísk '¡¡henever references ãJe ioacle to j;hese

t-r*o sondii;ionsu leaving it .i;o tire read-er to ren¿ember: the ::eal dj-fíer*

encÊs.

N.TSK GLASSIIfIE}

P.isks may be id-e¡:tified- s¡ril cl-assifíeå b;' i¡uiÏ Úalisese their

efiects, theiÏ natr.¡l]eu t:í;e'iåv solr:rces or *ther s'$-table ùi-nensions"

,Ihe app:--opriate methccL .ìepenås gfeab-i-y on tÌ:e ijl-lllpcsÐ of the elassifi-

catícn. I-o this strcli", th-e ncst a"ppropri-ate me1;l:od appearÊ to be one

based. on t;rpe cf rislc*

Condåtions gi-vj'ng rr se to intceriai-nt;' a'l:out the fu'hlrre ase the

sç'Llrces of ::åsk in tlie business. 'Ihese sotlr'ces lfialr'De cJ-assifieå as

dynardc (spec-*1a'rive) or static (pure)"

þnamic sorfces cf risk afe cattserl by cha.:nge v¡h.icl:. ca:: eii;her

oreai;e profits or l-osses" Iyner.úc risks are a^rrrbivalent and- ea-n be

referred- .Lo as spec"til-ative" statíc rislcs atre coflce:rr:ec- v¿ith k:sses

ca;;lsed b3- tlie irregUl-ar forces of natrrre or th.e mistelces or nj-sd-eed's

c,f hrxlan bein¿.s, static ïisirs can onl-¡r bring lcss a:id- are refer::ed- ho

aÊ pu3e .rj-sg. jl sir¡ila:: cl.ass:i ficati+:t l"ra.s rrsed- i:¡r irfi11-etL6 r;rl¿

ii Ffuffn", i', L1s-uq:?rlq-e--q.n4. EqQ¡ç.,tsLç :Lþq-?{¿" .Þ;bl-ished fc:r th"e

$-Ê" rluebner ffidui,i,:n iry: Irlsrrra¿ce llrl-uc¿|:ícns iJ*neuocråt

Il I ir¡.cis e Ricilacð I:rrr¿in Inc' e L956,

1A-" iïi-l le-b
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lJeiri: anù lle¡ìges-' to cl-a:rs:iii rj-sk.

ll-",¡n.ar¡ic cr' {Speciúati.."e) Souces of F'isk,

lynaruíc (specul-a'cir-e ) :risl'; evists r¡hen tl:.ei:e is a. cha¡rce cf

gain as wel-l as a cln:s,ce ojl lçss* A bu,si:ress ope::ating zn a cì;,'r'ratríc

si-'cu¿.tion is subject to cÌ:ange anci unce::iaintJ¡" ii'ianegenent, bei:rg a

íctcti-on of itu.nan :iesor.:ïces, is :lespcnsir-bl-e fcr cccr-'d-inati-ng a::rci

superl'.'-sing tire l:esûu-rûes cf i;Lie firn" lianaganent eris'i;s becar,ise

d,ecísions rn"¿st be lrad-e in. arr a'r;nrc;sphere of ::islc a.r.d" r.rncer'caj-r:.t¡'* Ií

åction toci: place r¡íibin a stâ.tic, pe::fect ìrnowleCge siiuaticns ouJ*

rofnes cäi1 ûe krto",,r¡r r,vith ce::tainl,y" I{ower¡erz ¿rs ''i;he firn ope,r:ates wiiir

'l ess tilan perfecl: knou'j ed-ge; {;here is ind.eed. a need- ¿riå f',;:rc'bian ío:r

nâJlageaerlt in tl:e f,o:rmui-aiion oí e:.¡ec'i;atiorrs Õ-f alie-::nafive ccuïses

of acì;ion, üosts nust be establi-siieC.; marke'L d-ema;rå ¡rrust be an'oici*

pat.ed- a-rrd niarqy- o-1;l:er d-ecisions nust be nad"*. tr1:¡rtire-rmore, n¿;q¡

cìtan6es can happen .Lo upset 'bhese expectations**st:rilces ina;i ariset

su::pl-uses may- be produced, thu.s lor:ie::ing p-cicee tnachine repair cos'bs

me"y ri-se, fertÍlizeï ne.y increase in price, gtvern'rrerlì;tex poiicy nay

åncrease cosi of ¡ra'Lerialss ârrd. chaxges in poplrJ-ar" Nir.r:ì:eçt';eclr:rclcry,

nev¡ in¿enbionsu nay create j?e\'ìr p:roblerns,irltj-ch wil-l- thu-s lrequi-rc new

d"e císi"ons,

égrrcrtJ-turai- ¡r¡6nn"h:, rtr/' a.ls* he d,estr"'oyed or ð"amaEed b;r

in'ren';ional acis cf ntan, -L-¡s.flt prope::i3.,- is ãs s-rrbject to d-arrrages f-rom

1îårse rj.ots, r'aJrd-ali-sm, arsorÌe atternpteC, thefte civii cornrnoticns cr

'-r l,{eÌæo R,Le and HeCgese B.Âou iÈpl< liil¡+e.geqleë!.,iif .F:¿si4geq -ES!.q4!-ï!F€",
Homeivoorj"e ÏLlinoist RicharC" D" I::io'¡in Inc. u l-965, P" ¿,74"
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cther cirril ac'i:j-ons as a.îe o'6h.e:: inåustriaS- p::oi:erties" Þ,r::ing e rÍ!-aï

fa.::n ptcperty nay be dalr,ageå by bcnbsu grenad-esu anù pla]1e åeb-¡j-s"

it hrrs, changes in ti:e behaviorlr oÍ 'the politi-caiu saciaL, or econcrni-c

errEirormertL a:te dyne.:aic scl.lrces af :lislt**al"d are ç¿]le{ S'nanic "

t¡i¡,nag'e_nen, b !_e ci s_i cns

chan,le is lne"¿iiabie" Lr thc inaneSeî is cpc=atrng i.:: the

pïesence of change, he mus'i; continually form.ulate nen¡ policies vr:L'r,h

::especi ic p:rod.uction, rnarlcetinS, íinances arrcl l:e:r-"son-rlel. In his role

n.g 1"¡.rm ilâ.nâ.;zer ire must nake d.ec-lsicns as l,o vhat io proùr.rce, hos much-

1,* p:rod.u*ce, h.ol",r la.rge an i-tlventoll;¡ ic cårrJ¡r wbai na::keling chavr¡iel to

'u-sou ìtog to iina-nce, hov and- crhelre-Lo recruj''c hi::ed- labor, i'd:.at pay

pcnectuJ-e tc ac1opt, Ìrow to Iaaj-ntain hea-l';lry ::ela'u-lcnsirip r*ith ctirer

businessese tc nane br:'o a few' The exact soutrce cf nanagener}t risk is

noi that åecisions rfl:-st lle ntade, but thai ri-ecisj.ons nusi; be nad-e Pithcu-t

all the necessatðI knctrled"ge"

T,,t¿n¿gement risk v¡il-i be d,iscusseC. i::rd.er th,::ee main caiegoriese

a.l r¡arketirlE 'i-sr'- 
l-,\ nn^,rrrn*-ì nn Sislçs e.¡rd- c) íi1ar,.cial :::Lsks"- *.--o --J¡-¿ ul lrL¡uÇ:ç u¡vf

lllap_kefing rrsks

Lrlarketii:g ris]< arises not so mt¿ch frorn chai:ge itsel-f but fron the

i-nor i ri*r¡ fn --edict ej-iher i;he exteni o:: iime of th.ese changes*)_rta.tJLr.L úJ uu yr\

IlÞ-rkei-r-ng rrsks a-re thcse elementE -¡¡hich raaiçe i-t u-rtce::taj-n a.s io

whether the p:rorluçf.i on can be sold- ai a príce irig'c eü'cugh to yiel-d- a

fai:r :cetu:rï1 ûír inyestment. The time period. betiveen production coi::mít*

nenis a¡-d, the u-l-tínai;e sale of the produci ís one of the nost irnpcrtani

elements in e'Ìinúna.hing uncertai-nti' iir the ma;rket" irrhre speciîtcaLLyu
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manketl-ng risks cor¡sisit cf facic.r:s tirai irr-í'luevrce either the nonetar'y ûr

tlre:real- dena:rd. fsr ihe good"s or sel-vices ínvc1ved, Fo: e:larrtpiee general

price ievel-s rna¡i sud-derrl;''l-eclinc afier'a hi3'ìr sflu;pnent or j:uildíï'J tn*

vestneni has been räade, making it impossibl-e io d-íspose cf the cro,Ð oll

livestock at a prcfib, â¡rdc perhapsu ::equirin¿' ,Jisposal a'h a loss" i'lew

iruroi¡ations can ::e:rd,er stcclis of ne::cha:rd,ise obsol-ete. Fcr exa¡ple,

e1¡ergxleen thristnas trees have d.eciineo in d.enanC rnain3-y because of the

j.nnovation of Cim-isi;mas trees ¡nad-e frcm piasiic ¡nateriai"

Probabl-y the grea'r,est c:ùse of pr:ice íluciuahicn i:l agr:icu-J-tu"ral-

p::oi-ucts a::i.ses from tl:eir ::elatir,'e inelastici-[¡i cf d'e¡ia:ið a:td' s"'rppi¡:'

in e- given perior,l" In 'c]:"e shoi"c i:'urn, the ð-eiiia¡d- for agr:icuiir-trai pio*

åu-cts renain.s fairþ sta.bie, Ì:orreve-r, tÌre s'lppi;,' of ag::icrr.l.ta':ra1

;orcd.u.c'l;s tend.s to -ra.r-";. frora season io seeson d-epend-ing l-argely on

',.¡eathe:c coi'rditions" ,;'iith seasonal va".::iations irr supply, prices becone

"*ncertain, Ä pariÍal crop fai lu::e due to drcrght cr other catlsese ,¡rÌtile

the ciema:rd.:remains íair:iJr constani, will pr.rsh p:cices u-p. ir bumper crope

on ti¿e other hancl, çi-il fo::ce tl:e p:rrce åüt'¿n'

FIGIRE 2

clr¡n¡rJrr cn¡l llarnom.f O:i Faffn F::O{UCfS fn ,$hO::t F.U:f,*¡ vlulr:J aLg !ç ItLê¿!

]f-.-,-i ^ ^

D'l
Ð'o
F*2
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ÎÌris can be il-l-r:st::ated- by figur.::e 2. Let us asslrúe that prices

are nct =est::icteå b;r gover¡rrnent prc3-re,irs end. tìr:.'b tlle anticrll:ted-

price is P^ and- the d-ena;:d- is lle 'rìLiie the average supply is S,-, "_ u 
uf¿g uç11!#¿w- LÐ !Ð I Lr1:¡¿ç urrE Qv s! _ _ u 

.'o 
"

If the Íarmer e:cperiences a burnper crop ìris suppl;r tiilJ- -i ncr:ease S, Sr"

Ðeinand is rel-ativel-y inelastic in ihe short L:u.n" Frices will. drcp to

P^ slolri-ng a cìecrease in prioe of P,. arù Pô" On iÌre otl:er ha-nd-, if'¿"*u¿

fa-rners experience d-ecrease Ì-n crop ciue io d:'ought, the pr'ì ce wiJ-l

ínc.cease to P-, "

ir¿?rile inelas'bi cit¡r sf d-er¡lanù is responsible fo:: i¡rce:rtainty of

¡;:ices oÍ i-6ric"..J-¡u::al products i n l;he shori ru-n, the j-nel asticit¡ of

ruppl-y is irirei;- to canse -i;he 5reate:t anount of unce=tainty in thc

long :ru:r" ilec¿u"se of tire vaa:i-ì;irq; periciì- necessar:l for production, iL

Ía::rier caruyoj: -readiJ-y ad-just hi-s prod"u-cti on r:rd o-rganisatíon e.s qrúcl;J;"

as the na.rhet d.icta'ces" tlrristnas trees talce ]0 yeârs to g'-rov to

'"-*rr-¡-i*r¡ ñ-+'l-1a m^trrp¿ o-¡rl rrrnÄrrna nn'lrr of'fa-n tl¡¡oa r¡âÕ-4< r¡hllial, LLj-'!úJo t/cltru.Le lnaULLL'g CfIG jJl(-)uw-uu vr4r a uv! **-USf

the cruc:"al o.uestion,s for the rna:ra¿'er becoaes: lilil-l 'rhe aniicipai;ed-

d.ena,nd- be realized? or lirrll cha:rges oct'rlr dravritr,E prices d.ovrn to a

'r a* -r ^'"^'r ñ^ r.i ñ¡" -i f, ¡¡¡r"6í-í tpble?¿Vi! !g V g¿9 rU4!JI!ò ¿ V Wlylva ! U4v¿

The very natu-re of farn enterp::ise, ihereforer d-emancì-s tÌrai
the farmer nusi trll a:r ahead"e t.rusti-ng io sta.oiJ"ity of d.ema",rci

for his a.g6re6ated- comoclii;ies and- r:repared- to I ose u-I:on

ind.iviôu¿.l contribuiions. But plan:ríng a.head. invol-re"s con-
sid-erabl e risks since -bI':.e a¡iicipatcd. åenand :lay not occür
iÌlrough lr¿¡!4,us reesoi-lse upsei,iii'lg'che fa::merr s prod.uction
pla:r" Once -uhe pIa:r is stari;ed. a:rd- ís fai:riy adt'a"nced, tl:.e
farmer ca-n::.ot inrneùiate1Jr discontj-nae or retrace. irþa¡vrhj-l-e I Ít
he stands to bear the l-osses inci;::red- :-n .ola:rniirg the e:4lansion" --

l_Õ ---- Ray, i{"F.. e Principles and Practiccs oÍ :\gricrùtu-ral rnsuÍence"
Sa;rkar Ghos ;19"t8;
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Supply ancl Îema"nd-

ITGTJ?,E ,
of Far¡n Products in Long Ru:l

Price

F
/_

J

/ts sho,sn ín I'igu,re iu farrners may anticipate price P, at t1r.e

preseät na::ket situ-ai j-on and. pla:r accorôi-n6l]'" llcvre¡¡ers iir:rorrat j ans

nr r,.h¡n,rasi må-v occuï reducing the demand for the prod-uct to I-, l',,
vr v:a(*'bv

:reåncing' antj-cipated- p:rices i;o P] nalcing it u:tp:rcfitable"

Frod.uc'uíon Risics

The cperator ¡r-,"rst also inake decisicns involvi-ng p:roduction and-

nr'r.son¡êj mâ,ï]â-q'enetlt. Frod-uc'uion rislc ís priinarily concerneù wi th

a-l-l-oca-bion of reso-ú.rce8e J-abor, a¡d 'lecîrnology" llj-sl<s in prod-uction

are ä;os1;l), ijrose int¿3]r,rsd in majiing d-ecisions oll f,esGllÏce a,'l location,

cost of i¡aterial-su lal¡or: supplyu tl-se of teclinalogica'} cha;:ges5 1l-se

nf rrntr.iarl rrnaqgses end- ifew j.nVentiOnSo AS mOSt cOmrirefCia.l- fafü.efS
\J¿

are in.teresteå in iearning moïe abont exrsting p::oduction techrri'-c*ues

a;rd su-bsiituting net¡ techniques lshenel¡er possible u t'!rcy a;re alwaS-s

faeing the rislc cí r¡¡realized- p::cfits,

^'r ^"¡åi år¡EI"LÐ] 'I U J- UJ
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p¡cùt.,,c.¡rcn ì l^ïic,.¡ti'r'ì oi:s '¡r: iiicle a*c ;':i-e ii-r ¡.i.11- -rcril'-ce cÛÊ-iÍi rli-ì;/-

e-L:lc; r,:,iÍe:: 5::e:,r.-L-l-;.. i.rCn iilcse arii:icii;al,tci; ',cic-n p1 e;r:rj-13 'Lire ¡roi';c*

'i;i-on i:lr3"rt,t,L') r"Llil e 2' iî::tit'eÍ l:Ì:lj l-:o ^i::1;¿-res'çeil 'i li s-''lj:s-'c j'.';':'iin¡; ::iei'i

iecr,\iic¡i:-e se .ûer,{ equ:ii:;leni a;ril- nac}LiYtcil¡t s n(]''r irrilie'Lies, iìo"ï sirsci est 'i;o

p.r:cùu-ce åL a Io,ï,3,r cos'i;, pr-ocl:cti-or-L ;;i-e]-c- ri,; ctiÎfer .3::e:,i;i;' í::orii:ose

*::-t-icipate ij- rn ihe ¡rJ-a:li'i it¡; 1,:''c:'",3e oÍ 'biLe ,o::ctì-';lc];i-oÌ1 !ÍoJÏall, 'tClir13' 
i-i;

hi-ghJ-y rxrprcfi-"tanie" llire ÍarL¡rer j.s :i1so inte::es'r,ed- -i ti urril-ers-bl''lciin¡-

'Ð::-i ce '';1end- cÍ:re;::ia{;eria'] so 3o:-'el¡eilple, a íagileÏ ¡¡1û.r/ ¿'Sii Ìij-i¡se-]-jl

dretlie:: he sirct',-l ,J- !-Luche.se iL-l s jle:r:'cj-1ize:: in ti:e Íe-]l o:c in'ûilc sr'-Îir'l:'

iiil-i -ie:-,Ltl--t-re:::L¡ic;.rease 'ii': t.rl:Lce c:: ilecre;se ín, pri.;e? il'il-l';iLcrc i¡e

s..rjf,l c'i eyri, s.-ri:pl-t-es? '!l:e f r-r:rer"- lrrr-;s-i, Íiirå 'r,he be sL slis-'.rÊ-l's 'f o s'i nj-l-a¡

[J¡p3s of qu.es';ior* oo -u"¡]:l'l;e ,¡ei ËeåÎs lre l:¿rs a.l¡.il:ille, ì.:u-i sincc hc

h¿s tc nr¿:jre those d-ecisic:ts i-locl-ell ü¡tiarír: sj-i;'x:,'l;j-ons ile is neire:

ce::ia-i n ,,':rle'¡heï ire is ¡1-i 3ìii Lr-r: ','í:fc1-l-5.

FeriLaps cne cf the nos'l ir:ço:r:-ì,a;rt íecttlrs causiiag ì;Lre g::eatìes-u

aijlolrxi of instaoili-l;¡. r.íL¿L uJlcerlia.inl,y'in a8:-ciclú-;r;-re is tÌie iapiå r:batu';e

i-n iech:lcJ-og¿r a.nc- i:r¡ro-¿ai,j-cn" |:ipe-ríec-i; k:o-;iJ-ei.3e cÎ trtc íätr:re na'l-res

l-cng tern írrves'Li::en'c sucil eS f¿;flrl lli;j-id-ings .t1a| el'eil ínterneijaì;e Ín*

ïest¡rei1'r, Sü,Ch ¿ìS iilacllì'inell)¡ e Tl"'uhel::ciSiq'' !ïCirGSii,i-On' ]lç-¡ ç;ç¡'¡-¡n¡-:-l 3'

.ia;rnlu¡.d" c¡f 'çhe p::a,i.rie prcvi;rces is åo.-+'lcc çith, l:c::se bar:ns ""¡hj-cir

s,¿¡:rd- r.s noi-ì.Jjne;:is of 1;lie picneef dJJ¡s cÍÌ p::oi¡,u-ciion- lne se l:o:rs:e r'¡e:'ns

c¿tJr or'lir Ðe eLìnì,¡eÍbe å vitn <u-ff:-cuJ-1;;' -i;c to*d-a;sis ncd-ellÏl ìilerùhf)Ós 'rf ia:¡tt*

i"q" 1.Ìius, enphasis i:ru-st be given i;o lie,,r inves-'cnien''rs, new bl:i-1-d-r'rr3se j-\e""ri

ne-Lliod-s .L!Lù f,c.:ï tecr.r.clo¡3' so ;hai tiie;¡ 
"'¡il 

I n-c'L becone obsal-e 'Le l:efo:-e

'i;[eJ. ha.-"e been f"'rj-];' u.b-i h-ze<j-"

19 JoÌ*""', qr. cr!.
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lhe inlroc-u.ction of neu ruachineryr lIeI'J i-r.,vesi,leni;r a:id-

iec¡,rjqrlgs na¿,r nc'i only lencl-er fer¡nersr p.r:errious 'inrrestlietits cbsoleiet

bl:-L ina,rr .r:equj_re acdi'cional crganizatrcna.l cÌ:an3es" 'i'he inh:rcduction

ofthecanbíneuisane:-anp'lsofi'his::isll"Thisinnovationriracle

nâ.lrj¡ cha]ig-es; it required- ad.cLiiicnal ca.pital-, ::end-e:red- tl-le cld- thresh-

i::g nachine val-ueiess, a:id, it c:leated nei'r problems j-n fax'm o::ganj-zaticn

r.ear;ir-in.o. less l-abcr bu,t nore labor shills* the replacement of norses
JçU t4!À¿¡¡

by'bractors al-so created- new problens rendering the hc::se barn ohsole'ue,

reqr-r-i-ri-ng aùdiiional caprtal-, fuel, grease, beiì;er trajned" lefto:r a:rd

e.;entua-Lly a compleie ::eorga:i:-zatíon- r:Í fa:n pro&;ction inetl:od"s"

lTe¡¡ naierial-s, a,zrd new à¡:rtovaiialls naJr eitli"e:: he hi-gh"ly

srrccessfui, tlitsuccessf-riJ- ûlî even d-ei;riraentaL ta the business a"rrd tc the

public at large, Ii{a'ty neu c}renicalsu fungicid.es, a;tö,'¡a;:ioi;s o*}:e::

årugs have been sho-r¿n tc be d-etrinentaJ- to l:.ur¿a¿r heal th and the healih

of anirirafs" Iie}d;:in alcl aldrine two very reliable and ::athe:: inexpen-

si.Je gllassirap*r:er insec'cicid-es, have been shcv¡n tc be e:rtremely hazardous

to Ìru-.na:r heatth, Tirese two proù,:cts çere bevureci as grasshoppeT control-

in l,fa.rliioba in Lg65. The prematrfe a¡d improper use of a nellr wilcl oa"i:

chenical on a, La.tge scale vras a-l so shor¿n ì;o 'r¡e very costly 1"o sone

fa.rners in ilÞ.r-iioba, in 1950. 'lhe use of sone he::bicid'es to contr:ol

weed-s in fiei-cl-s and- sheli;e::be I ts ls a. ?'¿-ttire.r e::ampl-e of ÐJ1 l;-¡:lsli'ßcessfril-

i-i:úova'çi-on.

Rrsk in pe-r:sonr:.ei ad¡¿rnis'brai;ion in--¡ol-¡es questions d-ealin6' vii;li
2O

emplo¡rees of the fu:r:rrr"t'' C'nanges in 'cÌ:e relationsirip 'cetv¿een empJ-oye::

20 idi" i= orr., J,, Slrgc-L'tls*L-qh-a4$.e s in-CçEnçr.gla-l*jffi " leea3erial-
ti;qri;"*"ntå of Farn }''irns, l- nce hei-d" in
ürlcago, ILl' r ç:rÌID Report 2Q" p' 68.
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¿:ril en¡loJ¡ee cal:ì. nave a i;renend-or.:.s innacl (faxor:abJ-e cnd u:rfavorable)

on the farn }nsírress" 'lÌre operato:: is chalien€ìed- io maJce efficieni

use cf l-abo:: rescurlcesu v:i:il-e at ihe sa,me iime maii:"taj-n gaod einpJ-oJ¡eÏ-

et1plolree reiationship" lle n:r:.st a.ils$rer some of these quesrlions" Y/hat

sala:5. and- iring'e benefii;s a;i:e requ,irecl io naintain good- rel-aiicnship

¿:id- increase prcdilcti.¡itJ.? .hat ::eac1"ion- ',"¿i11 the emp-].c;iee harre io

rna:ta,gerial åecisions? Is he honesi;? Ca^n he be trusted"? 1',i:-ira,gers

must face personalities a^nd- hr:ma:¿ behavioural- charTges v¡h,ich er'e veiry

aifficu-l-t io pr:ed-i-ci e¡-d" a::e u-sua}ly id-ontified, as perscr:nel :rislcs or

pa::t of p::odirction :l:isl{$*

The r:iana¿er ín making p:rocluction ð-ecisions must be able 'üû ajlsl¿er

sonie cf these quesiionsu I-Iov¿ fasç vi-lj these clla"irges occur? r;iha"b

c-¡anges r¡i11 ccclrr? To what exten-t l.¡ili 'Llrey affect 'bli.e proð'uctíon?

i,åIl th.ese ïrerif d.er¡elopments prove successful? These ã3"e a fevr qu-estions

rvhrch must l:e a:rsr';ered- b)' the p::oðuce-.r beío::e inplene:rtiir6' ùeci.sions"

Fina:rcia-L lìislçs'

In the nta;raf,eíîet1t of a farn the fina.rrcial fi-rnction of a f¿;.:mer

is ihe raising a-riiÌ ad¡nir:-i-sie:::ir:r¿' of fu-nd-s" P:robabi¡r one of the g::cai;cst

h,nzes:ùsíacingtireag::icrif-tu:ratrind-"1;st::;ranå"hhefarm';od-ayisÎore-

czstíng need.s of the farnl. Inad"eç1ua.'ue capi';a} :i-s f::equentJ-y a caÏsc

o-11 bu.si ness failrtre. 'Ihere shoulcl- be srr-fficient capital 'i;o operai;e 'cÌre

ferin a¡rd tal."e aåva:rtage of ecoironies of sca.le" iihen the lta.'Ia5eiî ûver

extends tl:e -nse of c::ecl-:t:relative to lris abiiit¡r i;o serl,:ice ''¡he ôeb'cu

there is also ihe ::ish of Íirrancial i:-rsolYenclr"

l-n agiving at a bal aJrced- level- of :flinancia] need" JilâJÐ/- c'ues'çj-oÏis

nave LA be anslre::ed, l¿,rtra.-b is the p:rc:rue.,: ba.la:rce bel,vreen'l,be cse *f short
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te:rn, inte::neåiate te::¡¡i a.nå ionE te::n crecì-it? 1r;'-hat is the p::oper: er¿ui'c;r*

asset i:aiio? S,hou-Ld- jrrci.e credit be used- to ejipa:rd 'che business? !r¡i}l

p.coclucticn j-nccli¿Ð agive in {;iule 'bo neet paynent corulitncn-bs? i/hat

c:rii;eriashcil-]-d-beu'sed.toborro'¡¿ac.åitioru-licreùii?T'r]rat-]-el¡e}of

invest¡neyrt is necessarl¡r io na'inta*in ¿ lerrel- of inccnle suÍíicient to

prov-i d-e tÌre farn:-ly'¡'rith a.reasonable ler¡el oÍ iir:'ing? Ihese a:rrd- na"n¡r

raore d-ecis'i cns, baseù cn criter-ia a^rrd" personal erpe::iencet hâve'co be

lnade by tlr.e farine1e 'GO ma]re the Ìru-siness sl¡ccessfrll"

.Ihe prcbiers of ad-eqr,iate farrn size is a cortrÔversiå"l issue i-n

a"g:ricu-ltr-rral ecûncnics. criteria sr-¡.clt as acTea'8esr in'rest;eent, !ro*

iì.uction han,e been r:seå to d-efíne acleq-uate siae ojl fa-rniJ-y fa'.rns" In a

stutþ car"i:ied- cu;b by i¡alker t'ð*oss voh:me prod"uct'r a'n.d' Itirnprcved"

ac::eÐgeri appea::ed. tc be tire nos'L sensible neasuTes of farni size" ccst

ecônofiries vrere vefy substa¡rtiai an Ía:rms tk:.arb pradu-ced' e vol-u:ne of

cätput up to ätOeQOO" peï yeaÍ" TÏ:e reeuction in rrnit ccst contirirreci

up i;o the point where aæpro:iimately $]Ouooo* woriir of cr-'op produ-ct liad-

been prori-ucet1" trlhe optimu¡r size clf farn in -berms of volune of oui.cu-b

is therefore tire farm fir¡n';trat ca-n produce abou"t lii4.e000' r¡orth of
^a

crop prod-urct" i'his optia-ú.iii size far"¡l ecnsists of B8i improved- a.ciles""'

i{e f'u:rtheil ïemã.rked. tliat marry- farms in tr{a"nitoba co'r:l-r1 benefit g::eatly

f::orn e;çærsion i;c talie ad-r¡a;r.ia-ge of econon-i-es oí sca"Le' i{oweveru farmers

rfere ïel-¿ctef1t tc malçe changes because oÍ srrbjec';i-¡e risls a:rd' uncertaj-n*

iies, This cosd-l-ticyr ryas Íurther aggra.ratec. u'bJ- the fact fe:iße-rs are

t1á* 1¡r^'rr.o* Tl Ir Eccnornics of Farrn S.Lze. lq¡thg Ç'a-Imär''r!t ¿Jl!Y! P ¡l@ v
A::ea of i'!¡4i!-9þee

Unpub-Lished" Fh' Ð. Thesis, lJniversíty of -ii'h:ritoba,
Agiicultura.l Econ,or.nics, L964, P!. L67*l-68'

¡^..--*-.^n* nîyr; lJ il- i'sçir- u v *
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inte:i:ested- in prcviri.ing their or.lrl capital and. Luro""24t il'irough econo¡ui-es

oÍ scale ¿3 sLi si i-n agricr.rlt..¡re for ce::tain farrus it rnusi be reroelnbered-

ihat, thrs s'buciy was ca;rrÍed- oui in 0arna:r a-itd na-¡r have scme l-j-nitai:Lon

in application ín oiher arees oí lr,ia:riioba or on other fa¡:ms" It is'i;he

'inåir¡ic--u¿.-l- farmer:eb responsibil-it5r ì;o d'ete:rmine the opì;inu::r size" Ä

Jroung farmer is also faced ç'¡ith iirccne instabil-it1" v¿here ii is essential

that jre sur¡¡ive ti:e fi:rst fer:s years in o-råe:: to be -i-n br':-siness in the

97
Lans rv.m"'-) Foi: su:t-¡i.ral- i;he *perator-' reqrlires a safe equ:i¡r âsset

ratio v¡hich is different îo:r each íarm and depend.s on a com.ìrinat-i c'n of

marq¡ d-ifíe'1en',; fac';ors {i... ne-n,!€e*eni a.biJ-i'by, a'vailabl e ::eso1u:cesu

Ðûi1jitce ai credzt, ei;c" )- The fact ihaL so na:q'- fina'tcial decisi-cns ha:¡e

to l¡e ba.sed on past eiçerience l'¡ith el'L eye cn the futu::e, it is errid-ent

'ùlrat fin¿^ncial risic is extr:enetr-ir d-iffì"cul-t and fa-r from c'e''rtain'

S-q_cral an-d Pol--ilical- tha+u,;es

changes in tire social philosophy or polr-iiÍ-cal iníluences of a

gr$itp ma,v affect 'che business narked-Iy' Sorne heJ-p farru produciion lrhile

others interfe.¡:e" To th,e extent that businesses are i¡ú'-l-u-cnced. b;Ç. local ,

prcrrinc'iaI, national and i-nternatíen¿l cÌra-trgesu ihey are faced vrj-'i;h

political and- soc-Lal- cha:rges.

Farne::s a::e subjec't io irnpo:li;n^nt go.fe:rrullent rest:rictiOns in

rnarilg decisicns" Ilt i-he in.'ce::est of public lrel-fareo gove'rlTnents place

iiinitat:i-ons anå p:r:chíbitioïls 0:L!- 'i;ire f::eed-on of j¡.d-ivj-cl'l}al- aci:ion' For

insiance, 'iarme'rs a;re tol-d" iha.t the,y haçe to p::od-l-ce z cer-'çain'¿uality

l._!4r,L .¡rô rf _/ê

lierd:,"u clr. c:-t- t. \l)"

L/,

/')



*?q*

of irrcouc"; (foi: exi:mpl-e ¡iii'll.;",'¡j-tit a speci.Íied- na,':inun ni:¡rrbe-.:: of iac-

te:::ias) a;r,,1 ';iia'; tÏiey ca:r¡rct åo r:e¡:''¿:-in ì'ilin3s (fcr c:"anpl-eu ':se

ce::tain he¡'?'icides). F-r:rtlie::nc:le, scile ::eg.*1¡¿'i;i-cns Ê.'rle l'iot' a1-sie;rs clei:¡-"

a:rc cÌra^rr.ge f.ro¡n 
"ine 

t<) ti¡re ad-c:ng io the confi;.si on and po"tential

3-rabrlity "

Gar¡e:ll¡nent assj.staiiÕe has 1oc.'3 i:eerr de¡ite'nd-ed l:y f'lx'rne.::s tc

ûcll.nlerr¡ari in tl:e marlie-u .Ðl ace' In the past farrae-rs ]ia'd- cverwheiming

po-l j-tjca-t i¡flu-ence a,nd ¡:::estige, ivliicÌr gave 'cber: t-Ìte FÏog-ilerrìs l!"a1; Liieî:

r¿a-i-rteð" Iioueve.r:, ä.s the po¡:rrlatían i:ecc¡les no::e r:rba-z:-izeå i;hei-r poii-tr*

cill po,;.ie:r djuj-i:ishes. Ïíra;ry cf L;he Sorre::::*leni; assistance pi:cgÏä'Ils he'¡e

þeen a:mecl a.'f pr:ese:rving 'r,he faär-iiy' fa-r:tliu r"rí'¡h su'nsiåj-eS a.::id' syliça';i:eì;ic

prlû8ÏaJâs"

ilhe qnes",ciorr th.a,i plaqties tire f::r¡:r popuil'r'uion is¿ I'ilil-l the

itr(lïea.sj-11g vrt:antzed populati-on {labor;-r an¿,- con$-ülleÏs} be i"i-l-ling tc

suppori a pro8ua-ríl air¡led- at i:::eserving bhe status quo and- nelping a se] ect

grcup?

Po]-iiical chanrge or ðevelopnent can alsc caLise a :red.uction cf

bu-siness profits by brinEing about ej-tl:e:: a i.ecrease in ope:ratin5ç in*

corr.ie cr ¿ï1 :-Lncrease in ope--cat:i-ng cosis- Gove,rn'tent ínci:ee.ses ín ta:ies

on nateria.i gcocls, ¡ninin:u.n wa''ge 1axs, saÎety regllla'bions' pu-'olic |:eal-th

haza¡.cls a.rtse gas ta-x regula.tions, ani, gcve::itleni corçehiti-orrfr:: dr¿raÌ¡le

goocls iì-urín6 Ïne rta!, å^Te exalLoles af g3\"rernnollt cie-¡eli¡pruents 2I!# clilt::.gÖs

tha'i; ha;ve ir:iiuenceC" prod-';-cticn *cs'bs'

As farmers .o.ïe faCerj. wi'lh 'bhese r¡rce:rtaintíes, the;'r are Íaceci

''¡¿ith po]iii cal :ciskç"
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lire in'croduci,ior: cf a new pr.-oÔu-c'{, r:¿iih tne expeciaiion i;hat it

*"ilt r¡reet a need- o1: c::eate a neïJ åenand is p::obe'3l¡r cn.e cf 'che most

cireracterísbic feattrres af noùe::n incl'¿st::ial- l-ife" large anou:rts of

fu:rd-s a:ce in,resteù by inåustyies io d-evelop nei'r ii'r:oC"':cts or u-til-i ae

present ¡roducis. Prog.r:ess by il:rovaticn j-s rislry" Tet thrs plcg:r.ess

in ir¡rc.¡atj-c¡n cen injhr-ence farm proci'-r-cticn ccnsid-e:labiy by nalring -'-lse

of ,¡-aste products ,¡rhich coltJ-d- nct have p-reviously been "ased' or l;J'¡ re*

placing p::ocl'uicts v¡hich r¡¡ere fo::merl-y p:rodu'ced on ihe fa::n"

St atí q*.(Ð:ie) So-u-r-c es. of Ri-sk

siatic ::isk-s are thcse vrhich ere insepara.L'le f::or-n e;q'- forn of

eccnonic activi'hy" Tbey will- he present r¡- stationary societ'¡r as inr:'ch"

as in one thaì; is eiiner: p::og:ressj.ìre ol: retrogressive. The¡r are in*

\ro.l-rr-e1d. in íhe pcssÌ-bili+,ies oÍ lass as a res',Llt of i;tre forees *f na'i;ureu

o:i: ti:e actions cf ihe carelessness oll c:rilúnai-it¿w cf hr:¡¡a:r beings' It

slr.ould- not be iuterpreted- that by static Ïfe neaJl perfect k:raluled-ge of

åhe futuree beüanse r'! slc involves th.e possibii-ity of a å|vergence betr¡een

the expected- a:rd. actue.lly :realized cÛ-trfses of evenis' lti'ery üive:rgence

rE'ill result in a chaage in either capitale invesiment o:r other djsiirr*

bances a;rd sc cha.rr,5e Ûhe staiic aajusinent, I-icr¡¡everr s-batic risks 'sou-lcl

continr.:-e to e:¿ist even in a socieiy that e:r-peliences no change in

llcl-itical , sociai cr eccnondc eÎlviroflJrlÊnts'

Tc the firm, one of the ioajo:: sol-rÏces of static risk is the

rislc of !l:J¡s'i cal p::ope:r'oy lsss or ôar'rage io pr:ope:r'oy. P::opegi;y risl;s

exist ,;,rhen p:rape.r:ty in wirj-ch ilte fanr-lþ or fir¡"r has a financial inte::est

may be d,es'hroyeCr., ùamaged, reåuced' in r''al-u-e oT lost"
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P::apert¡r na;,. be pþ-sicaJ-]-y rlesi.:royeå, d.a-rirage.J o:: inrpair:ed' b3'

na.¡rlr nat-ural sausesç {,,aaie-r:, ea::thc¿uake, Iig'hi;ning) c'r by careless e'rrd-

cri-min¿ll ac.Ls oí h'.::ean beings (arson, theftu eic)" j'iehr e'nd- Iiedg'es

recognized- i'ive main classes o:f s'uatíc ri*ks924

1) Ph;rsical d-ana,ge to assets"

2) Loss of possession by frauö' cr cri'minal action'

i)mssofo'','inershipthÏougha¡r¿d'¡ersejuûgnentoflav¿"

{.}tcssofinconeresr:'}tingf::omda::ragetoprape::i;yofothers"
j) tcss of net irrcoue :resuJ-ting frcn ¿eaih, or d-i"se.-bili-ty tc

+perator,orotherpersonsdj-:lectl'yorind'irectl;.¿53*c-iatecL
ärl/ã" í'f'"¡-encin¿" t¡e business (ctÌ:.er mer'rbers of the

far:r:-1¡r) ,

I.rr. .biris s'bu$,-, we nalce '¿se cf the aj:ove classifica;i;ion oí static

::islcs, io s''cratif¡r" Íarn bu-si'ness ri-sks* llre i***'ult' type of rish was noi

ùisctisseci p:*in:erii.i. beca-ose of its ¡ninar tçLe ].n'che stcrc[r* TL ¡:n:si be

tecognzzed-u however, thal) i'c uay be as d-est-¡:uciive as othe:r -cislcs v¿hen

it occurs"

!þ)r.q+çal .I-ry+re.e. ! o- --A-qq e!.s

Fa:rn Bu-siness assets subjeci tc sLaiic ::íslcs inay be classj-fiecl

af]* l) re:,,i prcpe::.¡¡r, 2) tangible pe-:csorial p::c.certy a-ncl 3) inta¡giure

p::o-oe;:i;r-. llhese esse'r;s may "oe d-arnaSed', d'es'broyecle or lost' eithe:r b¡'

íle,'v-¿::a|. ltazard-s, or b;' u:rinteniional acts cf rnan' o-r: b¡r inìen'¿ion¿-l

acis of nan"

Reales.Lateproperty,buil-dingsancl.cthe:r,uangib}egooùsa::e

su}ject io d-esÌ;ra,;tj-on c:: d.anta,ges 1;;i ::rat';-re" 3ui]-dinEs rligiit be burnei'

do,øn by lightainS" ".fate:r ìlað/- callse soii e::'osion a'td' d'epletion of soil-

"' i*,i,= ar:c- Hed-ges Qr-g--üjLÞe* p' 6c"
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ferti-}it¿,, Irisects end- otilei: .oests na;,r d-est.cÛy a't: d-ailaSc 5-ra'ín,

.o.u:-1_d,ings or equipnent. l,ïincistcrnsu toinad-oes, or ea-rthqu:.1ces na¡r

d.ana,ge a:tc tles'Lroy PrûPer1rY"

Risg of d-est::uctiÛIr of prcpe::ty 1ry rratural hazar.ås fall into

-i;r,rn categories (a) ph;-sical ha::ar¿s and- (ir) "niofogical haz'a::rls"

?rrrj:erty risks d.¿e to plLysi-ca-L haza"::d-s comp::ise pe,rils cÍ -natru:e

th:rough v¡ee'r,ifer or other meteorol-ogica.l caì-lseß such as i:raile windstcrm',

d.rOuglrie e3cess nÕi$tu¡e incl-ucüng fl-occl a¡-d- i--r¡.r-L:::1claiion, eilcessive

heate natu:i:a} fire a-nd J-ightning, ulLirlell¡ t:ain, Írost and- f::eezin¿;',

a:td l¿te spring; or fall* The haz¿.rd-s cf the '"rea'i;iler a-râ nct r-eli¡ on the

preå::ie p1cvj-llces . flany fioorls l¡¿¡;ve J:eeri e:*pe::ienceô- j'n the ]ìed- Rivez:

yallegE'-5 
^, fa-r: baclc as iÌìe tíne nf bhe Sellcirlc settle:r:s, In f¿c[

a€rj-cul-iu:fes! Ílain cha.::a,cteris'f;ic has been j-ts åependence on v'¡ea'ther

a.nC" iis .¡ariabiii-Ly in yie1cl"

I¡a::ial¡ilirTy in farrn proôu-ction is al-so cau-Eec' by biol ogical

factors su,ch as d-iseases, rrrst, slrju-te contagiou*s diseases, i¡rfec-biol"r"s

ùiseasesuil}nessginsectd.anag'eunroiô,ancirocl.errts*Thed.estru"ctiorr

of crops BÉ¿ livestock by biol o€lical- fac'bors a:]e al so wel I l¡'nown th:ro-r:gir*

ouj; ihe p::a-iries" Ì,Þ;l*' ç¿tr¡le had' to be destroyed- åue to tubercui-osis

in the Lg5}rs or tlie outb::eaks of rabies i-n L[a¡ito]¡a j-n L)6j at: ine

rvi:eai ::usì; epi-r3-e¡rúc i.,: 1-954 "$ner€ 3IÛp yiel d-s we-:i:a r:eår:ceä eo¡siåe::a'bl-y"

i,Iatr:ral hazarcl,s åïe a ccntirurous tir:rea'u to fa"::ning'a^Êd- Ìrage caused- con*

sid-erable hard.ship to ag-cicr,rJ-tura]-ists throughout the prai=ie p:ro'rinces.

25 St"nr',ge, Ii.G,L.e /i-öþçl:jq jiiq!.o+ta*-qi !;:Ai-åLe-4grlc-+,1'p-gqe.-e i{ir¿nípeg;

Searie Grain CornpanJ Ltd" s L954"
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Fa::me::s ¿tre Iûol:e concerned a-bout v¡eatlier Ì;ira.rr an¡'- other :risk" Tlie¡'

contin'u¿.1 J-y speak about v;ea'rirer, rain o.r b"*ut,"25 The¡r contin-*ally try

to p:rotect thei¿selves a6ai.6st a;r;. possibte losses d-*e io 
"reailrer

u::eertainties by buyi::6 iarger eqaiprnentu b;r ccnsi:ructing huildings anC-

insuJating br:uiJ-d"ing's to figh-b the cold. or to çroiect a€;ainst ihe blaziirg

s'i.ti-i"s

Farm prope::ty na¡r also ire i,estroyed-e Gr damaged. by unj"nte¿tional

acts of nan" llan nr,;' also cause p::oper:'cy da-nage by being negligen'b in

his ope::ati on, Ân example of iregligence wouf-d be carelessl'Less j-n re*

pa;rrrrry ihe brakes 0ï1 å nota:: vehicle r,"l:ich nay }eÐ-d- to accidents a::å

nrnnert.¡ i=me:¡e. SrnaLl- tool-s (i.*. ,;çtem3ltesu pt iers) na¿' also be ,l-ost

by J-ea',ring th'er: lie a::¡rurhe::ee cat-Lle lnaår be' Lost-by far;lt;' Íences'

erosiorr aåJi oCcUÏ b;r :.nprcper L|se of soi]. m.aJlaSenient" These anå man¡r

oihers are e;;ä.nples of risiç oscürríng by inr¡-oi"¿ntary ac'cions of rn¿*n bu-i;

are poten*ial so'.;::ces of lossn

.{g::i.c'uJturai p:roperty rria¡. 
.lre 

d.estro¡red- or d-arrre8.ed. hy intent:].onaj-

acts of nan. Farm propertJ¡ is as sabject to d-arnage Írom iru¡lian nature as

arSr other ind.u-si.ríal p::ope::ty, ioe" by bonbs, shel-]s, greitad-es, ricts,

r¡a:råal,isme a-rsolLe atternpted- iheftr æd ci'¡il coÍüÛtions.

Loss of

An ind:i-.¡iC,-u-a1 rnay obt:Lin pcssessron cf p:loperty af others ir3'

t6
'-o T'r^rts was especrally not'jcea'ìjle t"'hei: the inie::'iiew v;'as cond-u'cteå"

;1-i the tine oÍ tire interr¡i-e*¡ ii r'¡as fai::ly ð-cJ e;rd fa.::ners Ydelre

conce-rnecì eboui exb::a noj stu:re. TÌre persorral eqle::ience of the
agtir.or as âi. agri.cr:J-tr:raì- repr:eseniaiive ine)r ¿f59 atiest tc ihc
iinporta;nee that' fa:rrers ettach-'ço -veathe='
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iii.egal- rreeåÊ s'il,cri âs brrrgJ-.:r3", llGbileT)¡r emÌleuul-ei¡entF lÎOrgeÏJ-t

ftisap1,ltÕiJ:i"-,ia-bicn, ïïiiiî',J,1- ahçiract-i-cne lîil l f:;,1 11i s¿cplice,-Li-orL, suindii:rg

âtC", Àg::ict:J.Ì;';re} .Ðioíie]]ti. is 3Ûi j-]iulïrre ÍrÛiÛ theft oÏ., r]Ujfgiä:f]¡, Fe:.¡ir

pr-,operty Blich as tcol-se earúirfterly cY f'':-el- a:::e expûsed tc'lheft b¡' ou-a*

sj-åe::s or frOn fa;:trr help alld llâlreserlt a l-oss ta the fe::¡n luri.t"

iìobÌ:e::y * the ac'ú a'i: pt:ac:Llce cf ::obbirg soneì:o'Jy el-sess possesÉicn'b;r

rriclence o:i: by inti¡nidati*n rnay occü-i: in Íarr:úng' Fa::m i;::opertJ¡ 'i s al so

åxpûseå ic bvrg!-a::y ettd is su-bjec'i; Lc neighi:oìJJrs anil- cclÌlrlrJ:li'bí€]s iosses'

Irar¡r i¡omes ¡Jre u"si-ra.l ly-a faj:: distance fro¡n c.rre anotirer:, riakii'rg tÌrem

eå.sij-jr accâssiilie tc burgiar;'r ¿¡¡{ tÌref-l; ' Eri*ezzl-eneilt ís fai::l-y easy

i¡. a,gricultu:e {Íor e+:a.,tp1c, if :r- fa::ne.r llr::es ctl-si;om iincll}íeÏs tc sl::e:"à

herbícid.e, it is líery easlr "i;o sieal he:l¡icicle ::atherbhan s1::rearl- ii cn

the Íieid) " Fo::gery, tLre act oÍ forging, fa.ì::ricating c:: proåucing

íalse1;r, nay cûou,T ì-rr a6ri cuL-bu:e" 'iire crirre of falsely and fra'u"åu--

lently nal;ing o:r al-te::ing a vJïi'6i-ng r:r instrr¿nent rvirich if genuÍne wouJ-ti

be of sone legat effect upon i;Ìre:riglris cf othe:rs" iì'o:c erampler v:ci'b:-ng

a faise cheq_ue b;r a person otl:e:: 'cira:r iire cì'Ineite wi tÌrout us:ahací'z"a'ticn"

-,irìc-n-nrr,-¡r-ioì:inno tÌee act" of intentroitaliy inisai:pJ-¡rillg pltopei:t;r fcr a¡rl ù ¿YiJ! VlL L& Ú r-\r ! .

ceriain person ür u,see tnay cccrrï in farrnng" ThcugÌr íi ce:r tltore eâ.si1y

happen on large:: sized- -fartas, anci cn corporal;e fa:r-rnsu it:,na;i alsc occlr::

.o.rhe¡r fa-¡:il ireip c:l arLctire:: i:leilbe:: c! bne fa;nily is a,ss:Lgiiecì a ce::1;ain

responsibiJ-ii¡'" !J. inien';i-oJ-ral-iy rnissall-ocating reso-LìTces a desi:rnction

cr a¡-oss nay be caused. ta the fan:¡n firn., Willfu} abstractj-on is the

r¡oluliary aci of withd-¡a'¡ring ûr stu"bbornl-i.'Teíusing tc l-j-sten to -l:eason"

licr e:*ampJ-e burni-ng" slub'nl e 6¡i ¿ sJ-ope Ì<nouing friily tliat ihe steep si-ope
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wili e:rod-e if l-eft bare" ll:is r'¡il-l ::educe fer:tj-]-ity aJxd- e'reniu"ai-1-i'

.oL:ociu-cticn. swíncì,líng is i;he aci o:: pÏocess of obiainiTrg moneJr or

properi-rr frcn cne Ì;y f:rarrd- or: d-eceit' Iishcnest pe::s';:rsu busi-nessmelìe

hi::ed- Ìrelpu can by dishonest acts or b¡r'u::ickery induce1;he farmer-Lo

pa::t r,"ii;li so¡ne val-uabte object, the fa::m blrsiness j's continua1-1y' e"'-*

posed. ,co f-ra¿rc|.*]-ent a¡.d crin:i::a1 -Jiolence by peop}e a.ssocia.Led' r¡ith

farining v¡hicit rmy caiilse c}irec'b I csses to the p:roperty a¡d r'¡irich wo¡"ild'

jrrlcrÊâse plcd-u'ction cost c:: r:ed-uce profits'

loss oi Oi.rylersh'i P i h a¡ Aå.¿e::se J t oí Lew

.Busiiress fi::ns lla¡r be heì-d- leg::,IJ.¡. ¡"unonsib}e fcr d"amages'

o::: d-esiruction of properiy beJ-onging ir: other peoplee cuåsed- by ihei::

negligence, either b;r the oïJ'neIS tirenselr¡esr tl1ei:r: emp:l-oyees cr tþei:r

prope::ty" unðer ceria.j-n ccnd-iiions, ihe perso:n causinS the l-oss na;'

be held. fj-nancially ::es.oonsi-T:l-e by l-aw io compensate a:rc' ::estitute

tire ioss"

acco::d.ing to lieins and- lïilliaas a persçn c¡: fi:rn is exposed" to

tr,¡o kinùs of líabilities27 ci-vil- and crininal' In crininal action tire

ac.i;ue"i )-egai pr:cced--u::e -i s begu-n b¡r the cÏol'r¡ll o:: the 1aw enfo:rcing

cfficer cn behalÍ of the scci-et;,i" cririnal tiabiliiy i-s -'rsua"l-J-y

c}early c-efined -by statu-te or aij-ininistr:ative rule ' In ci-""il J-iabil-ii;y

the si;a*uie, aclminisi;rative:r:uJ-es, ancr p:rio"r: coujfrú decisions a"tLn'culice

the rights of the partjes es opptsed-bo each other" li¡¡il liabiii't;'

eeii'an is vro'rmally taJ'len b¡' cne Farì:¡r argainsi a'rrotirer parti' fo:: the

-i,/rongs a1-leged , 1üi ihou.t r-r,uestion, a farrner :Ls e::pcsed to ii:'e

27 ",¡¡illi*nrsu G*/r" Jr:* anc- i{eins, R'l',t E o]..'- -ci.l. !' 14"



possj-'tlility of liatil-ity a::.c- cas¡:¿..!"ty cia.-j-ns arising f-rora rru¡nerous

sû-LiTces"

¡ie::e a:re a fei"¡ exa¡:¡¡p] es of "j;ire most co:rmon souÏces cÍ l-iabiliÌ;y

l-oss; {cusioiaers mây ì:e injræecl oir 'r;he farmu iqerubers of the pr:i'oJ-i c nay'

be inju::ed b¡, ¿ farrn vehlcie)e iÌ:e produc'Ls solc rna¡- be åefecti''¡e or

can-banánaied. by va::iou-s solJÏces, car:.sing i:*c|r-'l-y inju:a- a::-d- d-iseaseo

ernplcyees ::ray be injured. or d.i sablede e,nd- lcil 1ecÌe a visitor üevv be

inj.,;¡ç¿- on the prenises b¡r an ¿¡irra-L ol: b;r othe:: cbjecbse breach of

cont::acts roað/- occ-r-i¡u anir- oiher peoplers pr:'cpe-rty na¡r be c"esiro;red",

a.rrd d-araa3-ecl"

penaii;i-es cons.i-s-i; of incielmiiy- for ';ire icss c.r: p-uniiive dairrages

ilaposed_ by the courtu i:estiiu'r,ion of propeL:i¡ru c-f ioss: i"irju:rcii.re

:relief -crecluåing' f;¿ti-i::e conC.uct o:r action, coi:rt expenses, anci €vrii-r

pcssessicn cf p::cperty" lrtc',;he.¡ie';irii of a l-Íabi]-ity suii, -blre loss

is just as real as i;hough the a.ssets use<i- to pa¡- íhe d'ar:rag'es â-ltd-

other cosïs rve::e i"estro;'eC' b,o fire or we--re l-os'i; b¡r theftu"28 In

farning, Eirile -i;he p::r:babitity is srnailu the size cf loss rLra'v be large

a,irå requiring the fa:rnerts enti:¡:e sa.vings'co satisf¡r a jucigrneni froni a

irabilÍty claim"

i.css of ì'Iet Inco¡ne Resul'r; f::orn }eath or lisabij,-i- cf ]ie:r Fe::scns

The

åeath np,or

it m-ust be

loss of a ice;r- lt!ÐJ:ra€ers enj;] 6;rsç üÏ Û"Y:neÏ Ì;¡i"siclcness or by

affect a íirri as sevelrely as tire lcsr cf a pþ'sica} asse''r,"

reccgni-zed- ttraL cûnti.nr¿ous healih anci. iife is a¿ lçLcertaj'nty'

L*' T,í^L-- -h.ì1:tgal: aJ:!L Hedges g.å-*c.].-i;"' P. 10"
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Ðeaih lîay ûtcu:l surÌd-enly artå 1:ren'iat-;rel)'" Iisai::Llity by sÌ-cÌclesst

åisease.Jr ¿ctli.ent rnay-i nipaÍ.r the services of an in¡po:rl:a'lt persont

res'uj-'Ling in Ìtigire:: procluction ccsts oll loÏIer p::oåucticn"

Tire rrniirrel;r ¿*rin oÍ a iie;. peïson may caï-se se::icu*s losses to

bhe bu-siness 4tr1å fa¡úty" Tt nay cccllT aÌ; a' iime i'¡hen the fir¡n is

heai¡rly mcrtga¿eú ancr reql::i::es contílluou-s meÏ.a.gement fc:: slfccess. Ii

rley oceult i,¿her: the Íirin ci-epenås on i;he right Ôecision fo:: su-ccess" ii

na¿l a'fso occu¡,¡¡hen tile faniiy d-epencls hear¡ill¡ cn ojle pers+nÎs income

for necessi'bies e.i,j.il econc,nic securi'c;r" As the Íirm j-s faceô rvi'ch iri5h-er'

cr:st of productícrr, ihrorrgi-r irnp.rope:: d,ecisionsr l:-asuï+ -i;enures ¿lfìr:L

change in ltan*¡;erre.n1;u -resuitÍ.ng from Ëremai¡.1-re deaih, ri is faceå Ï'¿iih

Ì;i:i-s -risk"

llisabilitl" -;-rirether Ïiei:marient or ';empo-carye lilair taJi-se seríou.s

harclship 'ba tjre fanil-y a-ircì. the firn. It is not i:¡.co¡nrnon to hear tirat

a farlner irad- to o-uit fa-rmir:5 Íor: ïe¿ìsons of healih" In su'ch circult*

stances it rna¡. be as seriou-s as prenature d-eath tir.rouSh bi-gh nedical

costs a:rd inpropeï uäJ:iagenente and- long d-etays in åecisions. Il'rther-

rûoree as temporary sicltreÊs olr rtj-sa.hili-üy cau-ses d'elays and e:-Lra

e:rT)enÊese especiaL.ly',vben ii ocÇllfs at critical períoås such as

ha::rrest, anrJ- seediitgu farms t"s s,rffosed- to j;his -::isk"
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l,tanageieent :Ls res;ooirsihfe fo:l coo-rùi:æting a-rrd- supel'v-ísing tire

:lesources of il:e fir¡i in a d¡rna,rnic enrj-ron-'nent. It is v¡iihin this

,åy.naniic systen: 'bìia'b the neÃe€'er nust forr.rulate his expectat'j on's of the

future for alte:rnet|.re coll:ses of action" 'i#-ihout Ðncei:'caint]t ihe'*e

would- be no place for nalageinenl in the coorùi-nating sensee except for

estabiisi:irg iniiial plans, Uud-er perfec'L krLowledge s à va:"i.a'ble inpu-t

tyoul-cl be r:JilizeC- (in the casc of one o1ì;put w-ith. one "-eriable 
inpu-i;)

-,-intil cuipui naxirnizeC- p::cíit" trquilrb::ium wsufd be reached- a"; the

paj n"u r',¡irere c

ì._ it ¡:
l.tv :trX
ilhen l:;rr"olr1ec1ge of the fuì;ure is i::tce-r'tai-n, na.na3e:rent ntust

f-rmction contí¡-uoi-rs1),- lecision malring uitcle:r ihese conrJ-itions i-s re*

lated. to, depeirdent cn, and in turn influellces the rna;rag'e::ial processes

of obser¡.rin6 a-tcl r*a..Lyr-íng" :i.s r.r¡.ceriaintlr increases, the nu:¡.ber of

decisions lvhich must t,e mad-e by lûalla-geaent also increases' 1'lte greater

the nrr:nbe:c of clecisionsu 'bhe less perfect the;'" become because the

supporii-n5 l;::ouledg:e upon rilti-ch the¡r a:le basecÌ beccne less perfeci" Und-e::

tirese ci-:rcr-utstances, ihe nariager itru*st cl-eciC-e Lr-tr)cn a plan oÍ i:"ctíon whicir

xii-l- na-rdrú..2e h.ts utility. lIj-s d.ecision to u,se fc¡:rlnal arld- i:ri'or:rle,f i¡rs''r-"r*

ance schenesi wili d,epencl, "ì;o a lar.ge e-r"ienb on his utility p,reference fo'r:

::isl..- rel¿f -i./e 'úo secu::iiy anrl e:çec-;¿'ùi ons in reger{ì-s to fut'¿re er/'eniË oll

ír:.i,u::c cpport,.::ritjes" Á.s a f¿r¡ner Ls faced- with .'-,:rceÏtaint;" ne nust

choose atnoll6 al-te:rna,t j.ves that <i--ì ffer in thein de5:ree oí rj-slc" rìor

- Bo'çh iypes of insu:e:tce scÌtenes
?::eniurr ira¡tnen'os in the case cf
{oppori;-;"ni-t;r ç3=i) i,: t'iic cise

a,re basically 'oh.e sa^ae" BotÌr trave costs"
.ilcniai ins-u'¡ance a:rd- l-oss clf incolre

cf ín-ic::rnal insrr-;:':::Lce.
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C::s"tnplee å feilllel i.iro brqrs fíre insrreíIte on i:is i:a'rit is accepting a cel'tain

loss (the insffa;rce 1:ren-iu:n) in pL:efererice'bo the conbinaiion of a snail

cÌ:¡::ce oÍ a lalge icss I,larn) antl a la::ge cirance of ;lo Ìoss" -llr tllis cc'set

Ì:.e is chcasing a ce:rtainty iri prefe:reirce 'bo r¿ncerLairLi3r" A ía¡:ne:r 'r'hc bilys

a l-o1;tery ticlre'; is sr-:-'i: jecting Ì:imsel-f i;o a l-a-i:ge chance cf losi'n5:- a smal-L

eaouïi-ú (tire p.,:i-ce oÍ'bh-e ticliet) plr-:"s a. silall- chance of "':ri::Iing 
a large

amctu.,'r ('che p:ríae) in p::eÍerence to avoiding both rislçs" -lle is choosíng

uJ1ce:rtaini), in preierËnce Jco certa.i-nt;"'" The rnajcl: ecojlolllíc d"ecisi-ons of

a fa::n TL :n¡,.¡:er in s,¡hiclr ::i-sir pla;'s an inpcriant role con-cerns the use of

va,,:ialile i:r.iluts l,O ra.e*.lirnize his s¿:tisfa.c'i;io::1. F::ieù¡ia'n anci- SaveL3"2 t'.t'-

pla-in thrs concept ii-l terns cf rrra:;i.uizati-on of uij-lit¡- (inClíÍere!-r'ce

c,,,r-..e")" Und.e:: tl:,e corrd-iij-ons cn'¡{hic}r t}re inåi-fference cuTve a:-ial;lrsir

is r5a.sed-, very }i'Lt l-e e:eLta efÍc::t is requjreci- to -¡:each nuÏerical ubil-rt;'

(choosir.g' a;îong al'be;lnabrves irrvolvin5 risll) tc rnas-Lui.ze er4;ecteå

sa'b i sf act i ol:r ¡.¡altte s 
"

in choosing alncn5 al-1;e::natj,ves open'bo it, rvheiÌrer or not'hhese
a.l-ternatives invãIve r:'-slc @ ferl:rerp a col1slrrìe:r uni i; behaves Ír's
lî eãj-it 1:a.d- e, consÍstent Ëe'b of picfe:errces; (b) the prefer*
erl"us- ooul d. be completely d-esc::ibed- ì:¡r a function at'caching e-

nr.:¡terical l-aiue * to be d-esigilated- nu.iilit;'-ut ** t'o alternatives
each oí wi*cl: is regard-ed as ceriaiüç (c) rts objecti'''e we::e io
na.lce iis e:çected- ulitity' as I arlge as possibie 2

i-o e4;ì-a-in il1is r"eaciion ',,o u::ceTt air&y they clevel-oped" a theory

of íns'Lrra;rce and- a thec::-y cf garirbJ-irrg"

It cías asszr:led- tnat ictal- utitii;y rrâs a -f',:-tction of money irrco¡ite

Dz lii:ied:aa;r, ii{. a:rd Sava¿3e, L'J, lhe-Uti,!¡!¿-þa!rsis of Choiees .Tnvol':ing
llisl¡:E Chicago; 1'Ìrà Uãi'iersitJ'ffi
ffiticaf Eõonou:y". Yol-' tVI t94B pp" 279*i44"

7' I!åq" p, ¿ó !"
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alone" lïhen 3Jr entreprene]]5 insiËee, he excharr¿;es ¿¿ risjt situ-"-ticn for

¿i ce:tai-nty sitrrat ron"4 Before insr:ring, the individ'u¿l- no:r:m¿ri}J¡ runs

a cirn:rce (p) of íncurrin* a loss as wel-l- as :l cir¿r:ice (r"...t) of ¡ict in-

crarrírg' a loss. He is retaining lr-is presen'L incone ear:r-ir¡g power-' I^

{r,igïJ,e 4). Àfter insuring, .bhe entreplelleuÏ is certain th¿¡,t he r¡il}

posses,s so&e earning power I# v¡irich is orùinariþ -Less iha]l J-r" This

new earning po\{er must have nore utility to the .oerson taJring insrrrance

thantheavera8eofthetwopossibleoutcomesint]re'.1¡riirsu.recLsituatiorl"

Th-i-s implies that losses become increasingþ rmportall' ¿ìs the;'' lnc::ease

in síze"

F'IGIIR-II 4

iitil-itv Choise Analysis for Risk Preference

u uI¿e eJ

U (r2)

r1
Income

If I repreaent the ineome of a farmer per r:n:it

the utility ahbac}Led- to that incone if it is regard'eô

Tæt r¿s measure the rrtililf of a given incone earning

verti"cal axís ênd' the íncone earning sítuatíon on the

4 $o** interPretations
@'

taken from Brad.fordu TI.Â" a,rid

lfew Yorks John Y{ileY & Sons

tine, anA U(f)

as certain"

potrer on the

horizontal a-:cls:

Johnsonu G'L"e larm
ñ;:, r9ii. pp"-@*4ro
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x1ïiêTê e

7^ = -{:xjns-úÍed" incor¡ie posiiiûn if nc l.oss occurs
z

i- = Tl-l.ilisr*tred i-:lcone posi'r,ion if a loss occl'l¡s
J

i = âvera3'e d-ollar of Io and rr, rveighted according 'oo i;Ìre
prola.Ëilit¡r of Ïoss'io gaiäu in tÌre íolJ-ovrng prop*rticn

- t. = --- \l-*p ta " e. :-rl - ' *-Lr 
(

- 
¡ æ *-rr)

1
-. 1r \ ,- lt* t :

= ! Itl ., -- l**_ll 12-

riìJrc rrf i li+.tr ntrtre Ull ís the u*i"l-it;r d-e::ir.reC. frcrn e¿lcil i.ncÜme* Tlie
IliÇ u-u¿J! rrj

. -../: \ü-L,sijsncc u\ro,; jftc3s1]ïe$ the util-iiy cf tr., ar:,d Lt(I, ) the u'iiii1";- of r]
L*

?he ciia:rce uf a :Loss = 'G

lilite cire,":tce clf lLLì loss = l*p

ii'hen Lhe a"ierâge ubii-i-t¡i cf u:ri;'Ìs';-red- situation rs¡

¡ = ! o rJ{ir) -i (r*rr)"II{I2)

,,-,:eigiited- i:¡r'che p:robaì:i].iJ¿i es oj t:reir ÛccLl'Ï:rer1tes"

Ta insure, the -r-ibiJ-i't;v *f i"x- irüst be Sreztar iha;ir:. 'bhe ave]rage u-tility l-

Tiru-s, 'i;c ins';:::e, NI" > i

ff UIr < i, 'uhen bhe ¿ncjivrd:¿ei wil-l- p::efer not ì;o i::su:r:e" l-n ih.is

case he will- refuse i-ns-urancs'
@

ii-", en UI+ - Te he r,Ti-l l- be indiiferent.

lhus, it na¿,. be infe::recl th.at ìosses have inc,i:easing inargiaa"l d-íst"tilit¿'¡

;s 'r;Ì:e¡' i-iicrease ii-r. ri:e.

The ccncei:'; cf cha¡lce ia-lring i-n eve::¿r'- d-a'rr þr¡51vt*sg d-ssj sions or ganbl-årg

j"s re.l-e'i;ir¡e1)¡ tne sa,jle as j-nsu-ra:rcee exce;oi titat the r-rti]-ity f-':r-p'ctian of

ijre inclividu-ale i.il he i-s io '8i:u:rìrie, is u-sr-æ,li]'..jÛ1LcÐ;ü-e.fr:ort above*

In ¿:. :*j-sl; si'¿-ræ:lio¡, i*:rie e:;tre;o.ccneu: e:xc;'i¡n3'es ¿ ceri;air''--b;- Îar z
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cÌrance s-i 'cuation invol-ving probabil-ities oÎ both ¿ gaitr:'r:lc a loss" The

evera¿.e income of the Loss aj.rd. the gain situa'iion -:-s rrsu¿li;r l-ess tha-n

shei; the incorne woul-d- be ií the chance were noi; ie'llen

FIGURE 5

Utitity Choice AnaJ;ysis for Certainty Preference

V VLLLUJ

Incone

Let us assume that before taJrirg a risk, a farmer has control of assets

yielding a g:iven income I*.

,Åftertakin€aclnarree,theprobabilityofreceivin8ahigher

j-ncoruø I, íe (p) *ta of reøæíving a lesser íncone I, is (f-p)"

i e âv€r@a of r,, anô r, weighted. accorùi-ng to chances of
gai-:e or loss-

- p (r2) + (r-p) (rr)

I1 * eha"n'ee taking íncome sith a loss

IZ * châ¡.ce tÊJçiJg i¡rcome with a gain

fhe utilitY of th:ls incorae Lse

u * (p) (u " rr) + (r-p) 1u " rr)

2I"

n lrx\



If the

utility of the

talcen"

:^;\r#
IegoLøL

In th-is case he rsill not be willing to pay

cha,nce talclng.

Thisirnplieethattheutilj.byofgai.nsinincorneand-incone-

producing ability mr:st increase at a'rr increa"si:rg rate"

Thusuj:rcomea.ndíncome*producingassetshaveincreasingurarginal

utility for a person takir€ a chance"

The behavio*r of inðividuals to insure and. gamble simurta¡reotlsryc

combined with the multiple prize in formal- ga.mbJ es (everyòay business

d_ecisj-ons) tend. to ind.icate the fotlowin6 utility curve uu"

FIGUIìE ô

Illustration of a Typical Shape of ¿ Utitity Curve

Utility

T

*;t3'-

å1rera8e utility (strai-ght line) is greate: iit:¡;r ì;he

income (U , f") before taking a (;ita;tce, tire cha-Yr':,' i¡

nore i;iran T;É - i for

T2rt ÍÉ
Income
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ils ïÊ -l--l- ¡ìs 't:,r.i¡:e cÌl[,íice Ê, r'L; -i:,-t¡:1^-i- 
- 1,i í cn-L -re ¡: i"ê ¡r'3 i-r,:,- ;r i I i"lri¡l l. LJ "'-i-r ls -r-¡,'e

-l;i:e .i-r;s ¡: r¡i i,-ti..l-iï;r ¡''.¡'-'¡-"r!i:ì.l:+ri üJ

i::cc¡re -1,ei¡e.l- ,ll1-rsi j-l:tcr:ei-.,-se :,'i ¡ì.:'l

i-:,.iiiri¡' f'cr 'ì nccile:: ili¡,-le.r: ti:iLn

,i tl

I ¡r,:s:

íi'úicYe ¿ìi

i i1Cir.',aS:i-ry,Ì I¿,i ie ¡:.t .l-eas¡ f i,' l: Ce:¡.-''i¡.in i-llc.,:e¡.S* S " ,\s t jl.e ¡jÊ :;.re ¡::r-r r'e tll'i:i.n

,;ii.e l,:j-1,. l;l:'ize -]-r-L lrul:i.1:lcss {::.:ri'-,] o5*,-r.; 'co ,3a,r:l;l,,i.l-r.1., r:::-eln.j1. lr.rla -:l ì.1.

ii_ri;ie,r.-,".¡) ,¿.þe -*,cj-li.i;1- deci'.ret fron chínnce -ba.ili--rt.g dces no'b cc.i:Ii,íflÌc'cc i-n*

cf.eiistì i-.ricie:i'i"ili'i,el--,' ^.* ¿r.il i-rl.?-rc¡:isirrg r:'n.Le: ¡:,s ei¡i-d.errceii. i-ii l;l-Le -Ll.sl,'ilcr:l.iní1

of Ì,:.i.c cLIfTc "

ci,ecrerses l,: .l,ncc.,t,lcl ì,re-i-r¡,r 1,ìLeii l'lcSfr,'r.i

iil.c-reasi -i:.,r.j ïi::j,.e , ¡-¡.f:-cl- i";ht-..'¡ r:i:"e i-.: ;r'i.l: i ,-.

i,l:e i.: 1-'::e -', err l;':- tc ane liìt.is 
ri; i j:ìc.ll?årJ e tì c illri

;:,r,:riì:l.ii::; rlialjr l:Ia-l t e til-l-í.ì irÌ ';lie coi:Lcei:'ì: " J.e-'i ¿s

l.¡.t,Í; it. c,.;-rrerLi, j-n.cr-:r-':re ¿:.'L: ille j-::j-"h-Ì aj cto.n--ïeli

ili'ic e¡,i'ci:eilieneü.rr ',roir,-i,d" be L'¡-i .1."1 .j-n,:l 'i;o j-ns'L;::e

_j: ..1. j'' iì;. :.-: .i¡ì'i ' ..:. i ç, - i,: ., (:-1. )" l--::.C+ :: C:-1..1.'rl

i'ri f o l:lte tti.i-i'i,r' cr-,-l-;'e l''¡ 'fjìe ior¡e,,: -i-;-r-c'one

sì i-r I i'

'i,le

rúi. 1 i -t-,',r

'rc-r¡,1-1, 
cj-Lll¡i, r Ì:e bh* cotlseÊrrel:r.ce o,i '¿i.ic -i-os¡s i¡¡c,r'lr,.l,cl. ì:e eve'l;'vilele

r;.';i..Ì i'b:r¡ Íu:-r.c',, j-o¡r. jle r;cr:,1-rt nr:'¡ hc '¡.¡j-i.r ill; 'to -i;i:-l';e e srlaj--l-

Iile eni;.re!ïÉ):let'rJ i'jol;-l û i:e r¡i-l-i ir.l ic e:::li,,il.,r;e

-f -ti r¡rl :,¡ i n--¡.r,.a ci'rr.r. ce Oii ,,¡-: ¿v 
!-! --;-

'i.'."..r....'.,..:,::...: Cl-I..j. r.i.;...,

Ê-ripe{li,ecì i-riiì i ì;¡i l;f C

.l .¡c..'ì,' I e '.¡.-l'"i., i;,-

i:i-e,r- 1¡D,l re$ fo.r'-' e j¡,r.ttlt-.1-ai

¡i)it. e cil¿nca ir of l"osrrr]S

I,,- * I:l_ " fir L¡ ,lt¿r.i1lll:l-c i.-ri e c;rrrv:L.en''1, bc h,.,r-s.iiless d.eci-s:i oll o]lie.i:i11:- r cji¡lrcc

of 1-p ti a-::i i-:iconc: I. * I, .i",i: te';Lr::.r'l fi-:: ¿; i;j-ci,:e'; l.iror:-'; ) :':t,,' ; 11.'ic'e of/- -)-

!riri-:lfnl' tì, "ìlâl iltii;-q;1,-\: I ¡'Tr¡' s-'.,::i efi'L-r-¡.',j f c I^

i.osin¡; ¿; re l-s,.hi -.'e-i;: slira..1,1 sïjlr Êt.r-r;r,r, lo Tr'

t,r':'c.i;r,r:l:e:r,';ci:-'1,,1 cl.c:,.t1 ;';.,r:e.ie::'t;irc ¡:i:.iùie

i:; i-ill5c.r' i1:rrL ti:e u-ii-l-i-''c;- i-'::" Tìrlüs, ihc

p;,:¿t ,.t. ]ìÌíì,:iiítr-ù:ll ci 1-:t - î.y j-n c:ice::s i:i t::-e

-ì lrvo,i.; ì-13' rr cllancc c.î (1-p ) c:i w- :ü:Li-:r¡i -1"
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î:L * ltr'cÌre p:i:ize (inccrae) hcing sucÌl ihe'G i - t, is '¿]-le actua¡ía1

v¡orih of a ticiret (inp,-rt) {1'e. equ-al tc (r-p) * (rz * tr). rn this

case j-f tiie :-ndivid-riai uon the px)-t,eu ]ris net "vigìr\gs 
would' -ne

**ï2 * I,,-, since tire cos'c of tire ticiret (rnpu'i) nust be su"bt:racted- Í::oni

iile p::ire {inco¡ie)" Ser¡e:ral- p:rizes wouJ-d- malce i;he ga:irble consideran};;-

nore a-i;braciive tiie::eby incre¿si::g a ï]ersonss '?ill-iTigTless i;o participate'

Tìr.j-s irapl-ies ihat a persÕlL na¡' taite cha"nces ¡:rci insu-re

siirru-ita¡:Leously. Ii aiso irnplies bhat æ: ir-¿àivíå';alu prefe::s Larger to

sr¿a.ll-e:c cer''çain incomes, i5 rEllfis¡E to ta'ke slirall- chances to receive

long cha*rces for b:-g gai:ls, is lr"ì11i:4 tc j-nstre egainst rrajcr lasses,

hu-,c :cefu.sers-Lo take snall ch-a¡ces o:Ì: etlg'a.ijû irr pet,i;;r i-äsurance schenes'

lt sset preÍe:lences, ancl d.ecisions to 3alb1e o:: ins'ure are

cl-ete::lined, nai-nl;r bJ, erpeci;a'i;j-ons (s.'-rbjecr;i¡¡e a.ncl objectir.e) in :cegard-s

to irrture oppcrtu.ni..i;iesE along lr'itir p:reÍe]]ences eiijrer fo:: ris]:l or

securiiy"
I

i3cuJd.íngi cler¡eloleci a tì-r-eory of u:tce::ta.ii:rt;r or aJi ind-ifference

,rrïeíeïence rrape ',vi'bh the inos''b probabie {eryec'be<li l"al-r-:-e on tire vertical

axis (Ay) æ¿ scme lûeasure of the celtain';y of this valu,e cn 'Lhe ho::iza-rrtai

axis (AX)u the possiÌ:,i-e r¿ìil.jes af values. These rrere d-evelopei. b¡r using

the i;heor¡i of ir:sure-nce e'n"cl 5::nb1e"

Srrppcset}'iatpoi-nLP:representsz'ce.t1:z!r:incollel.iPl.¡i,;ha::angeof

j-ncane ûl'I" F wou-Ld- represeni atl, aa;reTa.ge vali:-e of a:ry ínco¡;te ha'ring a

:tari,ge cf 0l'1, Ï¡u,t 'rl"rici'r wculcì- mo::e lilce1:¡ îa-LL at F'

) Bou1ù¡ng, l(.8" i ;:. Aecoq{ufl+.c-!ig4_ qf -Ecq+gn*qq. ì'ieï{ ïar!:t iohn T?i1e-v

& Son.s, Inc., i950" PP" LL6*L!4"
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FTGIIRE 7

Indjfference Ånalysis of a Theory of C:::nìrì-ing

ftlost

p;:obab1-e

(expecied )

'values

ô1{A

Range of values (rislc)

Suppose that an inùividual has a capital- sum of a, with objective

odd.s of x to 1-, a¡¡.d. with a subjective valuation of y io l*

ile bets a suln rle

Thenu the exbremes of the ra;nge of possibl-e values are

("-") if he losese a + n (*-r) if he wins.

(r)

The range isa

r = HJt , i-nd"ieatíng th€.t as n increases the ran6e incleases.

The expected. subjective value of the assets ise

v * (a-nl-tk:r)- + a + n (x-t\

(z)@à /\n_t4:[J
1t
Gl

Eliminating n between equation (f)

opporturui.ty líne

1,rs A+

t¡

r

r-kg)
ry

s e+ rQ Ð
yic

ana (Z) we get the equation of the
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If z * J¡ (i.e.) tire spbjectír'e an¿ objeciive odd.s are tne sa.rteu 1,1-ie

oppo::tu.,rii;y -line becoraes sinp}y .,1 = ?- L"Q" line j.tr,' If x- exceecìs y, the

l-ii:e çi.l-l ha"¡e a positi-;e slope (i.'ip), and- if y exceed-s x a negative

- /"-.\sl.ope q.r.'il'/,

¿ s;'stem of ind-ifference c1-rffie rn¿J' be post-alated-. IÍ the operaio:r

is a :risk åvelllelre the cur-¡es sl ope uprvard'* 't'his inplies that to inåuce

hí¡r 'üo i;ale a lolger chance 'i;he cpportu:rity or e;":pecteC" vel-r"te rcust be

larger, Tiie j-ncÌiffe:rence cll1{,re ã.lSo 'oecomes srteeper at high-er râ"T€ese

inclicating th.at tire more ri sk an j-ndirriclual is beasing, tÌre l-ess Ìre v¡arri;s

to accept mc-r:e risj<, The slope of the inüiffereïl-ce cllrrte inclica.ies the

inc::ease in ralge of vaiues uhi-ch the i¡rdj'¡id-uaJ- would" be ';rilJ-ing to

accept :-n retr:rn fo:: e, u¿ii increase in expecied.¿alu-es" Thusu fhe

'tri rirr:r i,rd'i fi"erence culr-ares åïe i;lr.ose tov*ard- higire:c expecte d values anci

I ower :risl<s; sÍò rrice r¡ersa.

if indjfference curr¡es are steepe:: tira:r al oppo:rtuait'¡' linet

liice Ii: the rnóirrid.-ual- will refr-rse to take chances, staying at ilÌ" If

he is not ad.lrei?se to ri-sl< bearing, his indiffereil-ce cT.lrïe wil-l be fl-ai

Jili.e I^, Iie v¿íl-I iherr ga;-ablc a:-r ar¿ou:rt rep:rese:-".ted- b¡r P, ioe" an amou:1i
¿

AJ t';here the objective r:d"d.s are ri 'to l"
i

Thusrifaninri-ividri¿.-lisaverseiorislcher¿iltbetonl;' ifìre

lråri',;Ê that r,he cha:rce (suhjecii-ve ocì-ds) of "'¡¡inrú-ng eire g::eate:: tiran'bhe

o'r: jec"hii,'e ocid-s" The sl,ope oí tire opport-uni-L;r ti i:e, in this case? rår-Lst

be trlosi'l;i're-

If irj-s s¿bject:L',,re ûåd$ a;i:e egual io, or less ì;iian the be'L'i;ing'

cctcis ind-ieei,eu lte wi}l nci i¡ei, trnless his rnd-j-fference cl::'rr*o on

negati..:e, at leas1; a't, tYæ star.L, Tn this r:ase :ríslc nuçi; be a, uht-7'Lt;r
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not & rlisutilityi whele he is willirrg to give u-p ex¡:ecte(} val.'.ieij in or:der

to have greater risk. 0prnortr:nity line ì,[1Ì, ccul rj. be boucheti oni;r by al

inùifference ci:rve tike Ir,

Thus, the only logical e4rLanation c.f chancL" talr-in6e especially

gamblirg, is tbat either people |rave avt o.¡ei estimate of 'uiieir oi'r-tl "

good fo::tune, rating therr cha.nce of v¿-irrrLing lnore'chan'uire actu¿riai

va.l-rre oT having a preference for risk"

,Ihe same logical reasoninS nay be applaed. to the ccncept of

insuïanae" The resu-Lt of insurance at a rate equal io the expected

oha¡ce is to red.uce the range without changing the ex-uected" value"

FIGÜRE E

Inùifference Analysis of a Theory of Insura¡rce

I{ost

probable

(expected.)

value

Range of val-r;es (risk)

In thie case the indiviúual moves lrom Pu his position without
(,

insura11ce, along PM toward.s M" If the cost of insu¡ance" is greater tha¡r

the exBected. value, the opportwrity cr.lrve has a positive slope such as

m,

6 *nr* is a normaL assumptÍone
businesg,

}T

(risk)

ingurance conpan-ies are to stay in
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This nay be ilil"st,ratcC" na-bheneiica"-llI

'¿lrere ;i = the ve'\'¿-e of tire ir:sru:eå object

]-/.". = p.roì:abili'1,y of d-esi::riction

su-ppose a. is tlie -bota.l cûsi of ins'.ur:i:ance , aL a prerrriurn ra'Le oí

Jrg Ër;'uhat if a -Lcss ÕccrrÏs the clajn paid' is ay"

A * a = val,'¿e if nc 'ìoss Õcc-ir-o

aU'* a = value if a loss GcÕ-dj]s

Tl:e ::a,tge -'¡-s r = :tr * aY {f)

l'i:e expeci;eð, .raL'tte (su-bjective) is then

v = {¿-a) ¡*l- + " /{r-r") -!- iz}

ilr-ininai;ir;g à, b;' equ':.iion (r) a^::ia (zi conbined,

'i-'he cppo::tr-i:eity line hecotnes

,.¡ = 6, t"*r) + (.*r) 'È_gì
T tx 

"Vi

=A(t-¿) + "(r-l)
)r j¡ï

ïf the ii-rs,,l1:ance ccst is exactS-y' equ:.l to tne subjec'lirie e:lpeciecl

aalzre, i"e" {*t="¡, t}re opportuid-ty líne i-s ccnstant ai

v = ,4" (f*Ð u 'r,he e:lpected value cf bire capilal-
JI

S-iLllì@

Tret us assrme tha'h

FF, :-s the opportu:rity l-ine vl'l]ere jl rep::esenis nc insrx'a:rce

a-Lå R f,ul 1 ins"rrt3Ð"1Ìee"

Ji:r i ndiviôu"al ha;¡j-::g a strong :rink a\¡ersione in-d-iffeu:ence

cuïve such as I-, e steepe:: t.ba;t tl:e cpport-uni ti. line at aii Fcints

'.¿t!:ex:* tne;-. silt ih, gLLL insr¡re fuJLy * at R s'¡here risic is fuJ-l;r



eLiminate¿- If he ltas l-ess ::isiç a'rersicn, su-ch as inåiffe:¡:e:r'ce

Çìlrr/e I^, r-.'hich tou-ches i;lr.e cppcrtu-rii-ty line a'¿ Tr he ;:ilr no-''.¿'
j"nsr"ce f[11¡" ]ie vrril-i pr:*ceed d-o';r¡r tb-e Ûpptrirurit¡' ]ine c:úl¡

-".^ +^ !j, ^ _^-i '^r T.i¿.!.J bç u1rü -liw¿itru

sj-nce the opi:!-r:rrrm conbination is not ihe same fo::' all firns

¿urd faraj-Iies l:ecau-se of ùifferences in their econoulc sta'b-us, tlte

natitre of their Èiipos-rlï'es, their attitucles toward ::åsi< {rr.ilreh

nakes rrp the.rr u-i;iti-L;r pr:efe:rence pap) each fi::lt rtust nake í'cs

otrn pian" Consequen.ti-y, rirar:agers 'o.rcl-er:t¡.i'e various straie3ie s

a,-,¡ail able tc th.e¡i tc' re åuce risl:; a'nå r¿a.ld-rnize '¿heir ow:r- sati sÍac*

i-i ctis *

ßtrai;egies ma¡r be div.i åe.-ì intc 'Lt:¿o braaÔ cabegories, persona-l

and- impersona-I . Ferson¡-l strategies ::e.fer to devices, techniqr:-es

0ï ç,-"pressions el,tplc;rçfl by a, manager in clealing with otiier people*

Ifor example bargaining åone by a manager l'¡ith a neigirbo''.:r or feeå

î*anp is personaio Imçerso:iral strategies, cn the othe:: hand, ca-û

lre insurance ¡-¡td, otirer canLraeL'aal d-ealings.

r¡o::mal j-nsi-iraJrce7 in-r*loes 'úh,e pa¡rrcn'c cf a p::enií",r:IÌ 'bo

scrìeone in r'etu::n for proiection against l-css írom rislc" Inforrnal

iïrsurance (setf*insu:cance) iir".¡ol-.¡es t.be case n-here ';Ì:e fi-r:in sei;s

i;p i-ts 6';,rii i;¡isr-:¡¡'¿ì¿ce sch.erne '¡j-'¿Ìr n'r t::alsfc:r oii prerni-r-lra 
"'o 

a.

second pariy" The 'tøc a.re ùisiinctþ ð"ifferen'r. Fo::nai ins"*rance

i:mlies ihe 'b-¡ansfel cf the r"isk, cr a pc::iicn of it 1,o a.riotire:;

7' Anuendi:: -B coniains
fãimai a:rð infcrmal-

e rnoïÊ deta|lerl cllscussicn on avail-a-bl-e
insu::a:rce scherles"



pea'son es5tïting ::-isl< r'¡i-tn al-i its coilseqï-elzcese I-n the case oÍ

ír:n irnfl-rma.l sc]:.eme, i-f Cisa.ste:: shoul,cl s'¿::ilceu the pelscll lvhose

p::o'Je:i:t;, is ciailc.ged- c:: rj-est::o;red- stiLl bea::s t'lte br:-ràen of the

l.osso tsasicaliy the d-iÍfeller'Lce is that for*rnal insurance :r'eql:i-res

i;he -bra"nsfer of, 'l,he respcnsibil-ity fo:: bea:ring the risk 'i;o a

secoqcl_ pa::tyr vshíIe wiih Ínfcrna'ì i::rsu-::r¡ce tlie íni"i.rid--r:¿l or

.iirm carri-es 'che risli"

i.foii* forraal and- irJormal insürance scilelnes eppear to be

the nrcs,r iogica.l classi-fication cf p::otecti""'e method-su n:ost

authors :recûg"nj-."¿e ilu:ee basic ::islc rnene,gelûent '*ocls

(1) ;ir¡*iO- risk (Z) F-::event ãJ-'r.ci l:.'educâ :fisli Ëld- {r} ¿issur¡le ;:isli"

The t-¿'ì;tet cerL be fr-¡rther classifieå ir: (a) retenticn (ir) ',;ra/isfer,

{c) canbirçii*j.an anA (e) specuSation"

i-";i.soi-å

1-he ljtetlLod- wi::-ciL eppeaxs nos'L sensible is to avoiô risk,

,¡¿henever possible" It rna¿r be avoid.ed. '*-r' refusing 'bo ess-ü:ne i.'b

er,ien üûnentarily" A firn may a-roid, ì;hc risk of a partic"u]-a::

ente::prise b¡r ¡g¡i:sil:g to err€;age in the* activS-ty" -[ family nay

avoid- the risic cf atztclmobil-e acciclent b5':cef-r-rsing to oi'rn a :t);r"

'i'hís rae¡irad- iras sorne appl-icati an but it i-s not always ì;he isost

sen"sibje no:: always tile rnost profitairl-e ta i;se* Some ::islcs, su-ch

as the risk of d"eath, na¡r sv.t be"r:re¡oid'abl-ee €"Jel'ì- sJith tile bes-i;

¡rethoås" iieve::thel-ess, j-n certain sitl¡.tionse llisk avcide'nce is

hoth- possibte e-td- ùesirabie"

2' .Ep_-çvçp!

'Ihe nesi method- is io prevent risli r¿henevel? possibLe, Lcss



^42*

preï.entioz\ arLù .r:edrrction IIje¿Jl-s reclucing i;:rce::iainij-e-q th::or€h

irnpror.recl tech-n-ì-ques ani. orga;úzatianal p.roced-u::es' T:r ag::ictJiure

mâ.,ìi¡ imprci'e¿ tech-rúql-Lese fo:r exa'nple, fire :rês'j-s'çant insuJ-ai;íon

nate::ial-se saíety shie-l.dss Ìietter J-ightíng facj-l-itiesr aÛTe powe:f:

fu-l- nacjlineïye bette:: fertilize-r1 ne1? insec'¿icidesr and. ne¡¡¿

he::bicj-d,es nave been d.evel-opeå io reduce rislco in'ea'çhe:: safet;'

featu:res ha-,re lreen der¡ised. io r:ectif;' r¿eathe:r clicesses*-fc:: e:ra*mpleu

draina,ge cì-i-tches tc rernove eiicess r"rate3, i::::igation to supplement

wate:r sho::i;a¿ee nel.r çheat r¡a.rieiies to inc:reese J¡íel.ds and- a'¡cid

f,lcetu o.r:d" gL:afi;i-ng of j;-rees i;c il-rcrease ha:rrì.inessu l-I*l'ie'¡eÏy loss

preve:Lticn *td- re**cçion nethods ofter rsn.Ly a pa-riial- sc1-ç"ti-on to

the p:roblen i-ir risi; nana5enent"

5, ås_el&]p,g-i,qå

ii third neÌ;hod. ís to ..¡ent',lre inio a:t actir¡i tJrr ¿.ssr:r,ìiTlg i'cs

-risks" Ã fa.::ner Inai¡ assu-Il].e the :risk beeause i'L ::-s Ð.]]'ar¡oidable or

because 'bhe aåvantages auiwerglt the 'aisad-¡ar-ia'ges" trn the latter-'t

it wouJ-c1 be pccr ::i slc na.rragenieiri to use åel-ibera't el;,r inor:e lesoujrcea

tc reùnce risk tha:r r¡¡ouJ-d- be the :risk iisel.f" Risk nanag'ers aeJr

bear risJrsu e:¡L:ner alone, in coinbinatíon r'¿¿th a grory cÍ personu

c3 bJ¡ 'çransfer-cJ-ng i;i:e risk to a setûÊd- part¡r,

Re-ienilon of Eisk

Risk uay be sciel;r re-bained- bY

ej"-hi:.er passivei;r c:: ac'l;i'¡eli'.

lìe'beniion is ¡rassive t*ren the

::isk exiçtrs anð' c+nseq';-entlj¡ iq¿Àes no

the .îj-rn c;id ihe íaiaii;,r

f ir¡n is noi

af tenipt bc

a'¡iÐJ:e ihaj; th.e

d-eal v¿Íth ii"



-l:.f:--

1ì*r: exa:içJ-e, a f¡rr¡e:: nay thi:r1i 'tir¿r brre oiri;r sc'.r-rce of pcten'i;ial

*i.¿-j-l lia'oiJ-iiy' i.s au-tomobile prLnl-ic J-iaÌ:iii-*ye l"d:'.:-r:g no ad-djticn¿-l

lilerËrutiûn :Eair:st îa,Tvt, eriçJ-oyerts ¿;Lcl- irïodüci iia¡rl.i'ç:Les' 0:: hc;

ne;r l.tlow -thrai oth.er fcrtírs e:;Ls-i; bu.t post,¡cne d-ecisj-cns to talce insu-r*

E:rce iit.rcu,3h negl-isence cr laclc of -! nie::es'b. F"eteatjl,crn is; a.c'uj-ve

'."¡lel th: pcrlcll cr¡¿-l u-¿-ics Õ'úh3ï rletl::-oc'j-s oÍ hc.:iiì1i-r,g llisll âld-

.7ûluJr.'üâÍi 1;- åcciðes to pa¿r pr:ie:liial losses or¡-t af åcc'diaul¿ì'ted. Í-¿ncle

¡*li.i- Íesou.ïces, I-Ie na;' al so decid-e ';c re'b¿'zn tÌle :r:isit r';lrcn othe::

ï¡åj¡s cf hald.lÍ*g :risl:s a:l:e rìÕt ¿¡vail¿r¡l-e. l:-o-r e:iample, fe-rtr land.

I ocated. iieerr ¿ ::lve.:: is s";"bje ci Lc fl-ccùj.ri.J,, ;'et tÌre::e is ¡ossJ-bJJ

rir: cthe:: -ïÐJ.¡ +f ha.rra.1 tnt, fiocC -risk tira:r- f* ass;il-:iie 'i-j;"

'i.:''ûi.ene'¡e.r *ther." ¡nethoð.s cf handiing rish ex:-st "i;he ilecisio;r

.8
'uc ïeï5.311 . -arLe :::iSle t¡i-li d-e]-.end lï-1ön 'üll.e ::elatirte effe ci-i-t¡eneSs r:f

al-'cernaii.¡e ¡oei,hodsy i;l're rra6':::1;ad.e and il::olrabrii'uy cf tire ::isic, anå

the relaiive cost of alte-r:native netl:.cd-s" 3'or exa:npl-e, althou¿"h a

fat¡1er find-s íi possible 'l,c i::a:rsfer tl're -z:is1i associa'çed- ui-il:. c:rop

jraíl y he irra;r -ij-nd the cost to be -i;oc highe relative -bc size oÍ ioss

s:rri pi:óbåbi-J-íty cf ioss.

Risk rete¡.tion, passive and- ecti-¡e? ,"âtir lr;r c-r:a,nce Ìre tne nc*'b

affective rtay ct h¿lncl-J-ing speci.fic risl;' -i,i-aaes¡e:c pe,ssive .r:eteniion

*:l r:isl.: åu-e -hc "Laclc of Ì,:rcitl-e'Jg'e c:; la.ck cÍ irrr"t.iajlive-i,o lee-rn i=

ric-b a raticnal- r,'ray cí ha:rijJ-ing- ::isl¡" tn ';l¡e o'çhLe:: hr:1d., acti-¡e

re'Lention cf rishu ih.cugh ii rna¡" not be 'che most :lp:r:cp:lia.te u:y of

" Sel-f insu::ance is a Ío:rrn of reteriiion.- 1i" i.istinctron rust be d-tal¡ir
i:etween -bhis fo:rn arå oine:r's- l-n $el-i i.¡.su:--=Tice fhe fai:lner cir.n l-re*
C-ict frilly accr-uatel",¡ 'r,l'e 'lcsses (;riee-'.-, va::il:rce) ii tzill-suffer
?.le c¡.u-so ib- has a -r¿;;:,1ê nunber cf- uid-cl;y scaftercçl, ,:ntl fpr¡|I.i¡oräo-
genco;s uir:ts, as coñpated -bo oinej: tcÏ;ts l-,¡lìetllc file pTCilairtil-ül¡
ce:r¡La1: he kno'Jín ap:lior:i ai: caleu-1ated""
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::*rcì1-il.rg -i:isil, iiiüJ 'iè ;r,,-s:';:-ficrì "i íi ll¡l-'ri¡ ÛiÍÍcrc;:'¡ Y:¿fS : ':eT;ic;Ir.:l

p-,:r:Íe,-,',:.r:cles, ::isjl ¿',-'¿ii-ii;,cles, cr:s'i:s e e-t;] "

å"-g¡rr:-:q:

T.,re fi.r:l ¡e¡;¡ '¡:l$LsÍer -r,'j,slls to scre o'¿hei: -lle:rsoil or SÍo"Llrl

Of .¡reL:soils in e-j iile :: of 'L'¡c 'JåJ¡s;

.,.) b;t 'ü'lansieriirLg ';iie prc¡er'j;;' c:l a'c'll;-rvi'1;;r 're*<palisj-i:'1'e fo-r:

+l- ^ -,.; ^r'-U-jg :lÈ-,3 Ul-

b) ì-.y 1::a-nsîe::rj.ng -lLr.e .risir bi'ii ni:i 'i,?-le i¡::ope::t;r 61 ¿31-i r¡rf¡:'"

!'.igiç i;::e"ts;fe: i * l; ¡¡e¡:J- r:'seíù]- åe',tice i"rL lisll na"na"3eülen'i;.

One cf i-r,s ¿:i;i:t:-ctive a1;-i;:r'i 
-cui:cr is tiia'i: :ì-z e:iirJ.c::es iihe cllirO.r'ri:.r.ii;i

cf onc busìlegs.i;r: sjr-l:it a- ¡';isjl i;i: a-noi;llei â.'d Ð-'r':-t:ici: Í¿'vo::eble tc

i:c'';h part.ies" l-i:. scite case S ci ¡:isj': 'ú:1iinsIei., irie ¡i::i.ce n¿ir ä.il1leå]:

-j;o fa.rroi bOLli pa.r:'uies lz]l-l .l-e i¡:. ¿i:-i;rr-¿i-l- p:¿c'uices i'L Ílar¡c::.'s onl-j- ci:e.

lire va-j-ue oí 'cÌre =:isi: isr -l n 'çlij-s: case äifÍs.llerlt in tlie jlaird-s c-Î iirc
ci l-Ll

'úTe:i,sie.r:a'/ tnatt iii 'l:he ira¡âs oi rhe i;::a-nsfei:e e, =' fo-r: exa;liple, -i,i:tc

così; cí -rel-.a.iis a¡.cL b.reall¡-6çn ¡¡1'rglii; 'i-re :ir-ic-li sll¿¡-il-er: -bc a. ia-r¿e

:äaclrine.r;l cl-eale.r: Llia;:L io e s¡,r:il i .Î¿.r:¡,er ,:¡ilo itas tc bcr:rOr c¿ili'c¿:,1

:;.rtri r::a¡. ti1e fu.l .l- cos.b cr-i tiie :re¡a-ì :'_-s, ilire::e is a]-so *',Ìrc ineq..*i'b¿rlil-e

';:r¿i::LSÍe:: oi risjr r;iicII Ojr.e lli:rlã-Cllie1i; 5::c"'ç i-S i'llO.ng ;¡Oi-'--b l;l:e v¡:"'l-';-e

of i;ire ::isl: i;ra;rsfer-,:eC-, in j;iris c¿Se ? 'bire :':rsir cc"L.-iiì i:e çorth- lio::e

C,i le Ss Ll;,:i... 'l.it.c rt,ri,;rt c,i ¿ssr,uli-r:l1l i'c" '.Ìll:cse rì:rÊ i:. ic.¡ oí ile fic'¡Ors

'¿i¡"¿i.''c infi{,r-ence fa.¡'lle::'sß C.ccis-i cn tc 'L::avicie:l ri-s}-"

c7 '¡::eJrSíer"Or**:re-[e.:S -LC tÌ:ie ili-ni:¿er, fa-rne:: Ol] ojfei¿i'i;O:: Of '¿he .iii'ill
rt¡.rtro ì;-r:ansfeis 'r,lte :ri si.. -i;c a;'1. i1r3'l'Jilllcc cLìlíilla':l,r c¡: lolleojle cl-se"
Äi ,uines he is a.l-¡c re:Îe,rieci io a:l '';::e 'i i:s'r:¡e ci-.

l0 -üll¿Ìicleree*1:efe::S ic ';ile pe:ScIi Oi ¡lla1,:'-ll t.i ter,':tr:ii:) -.:'i:,0 alJei'iS
il¡e ::-rsl.:* Tlsl:::el '¡¡i-)"i- z)-s* 'be uscd- sJ¡:lol[riloLj-s]';'
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i S :t.C't; ât:. lljicCtllrlon lrl:e¿1,ice :-i: ia¡j:i C'1li'L-Lr-rlÛ" T:i r:ei:il-¡.il:l C¡:S€S i;jle

l;::':i::lfeiee is i-n ¿'" lllu-cii be'L,.'¡el pilsrtion tc i-r.revcil1; l"':r:::ei'1iice it're l-css"

¡3a 61¡¿;¡¡p-l €, ¿ ia.ririe:: .ìÐ;\¡ åeirosi'; llone;,r /.¡ropei'c¡") -r-n ii:e ba¡-'t vil'-i.cir

;.voiCs ''¿he:cìsji cÍ 1.c,'sin6 it arlC crf beir€:¿lol;l¡cci" I:r ì;ìlis';{'¿-J, \\ane:re

iirc c¿use cf r-'is1.., is ijla;:s:lerre i. Lo Lre b¡"::ll ';¡hc i-c l'es?onsi-irlc i"or

ii a-rcl Í'1;s
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I .. ¡ r;-ì i', r*vr". ", -r)

^-o.,n-! .-. 1-,r¡ì
,:jJ L. L U* rr' ! .- :

-i --r n :¡i n-

-_-..-, -!1. -,--,.i. , 1 .! -ç -t.

cû.ii1,3-i;o

¡ricc "

-:-s -i + r.

liììre activ'i'i;.;r

of ¡¡ e-c1;ivi-;.¡

of risl; iûa.ji 'ile {;-i:ansferc:ü -Lo 
e-

sucir. ¡Ls rais:ln3 veanJ-i.rtg ho5s

pi-;-rch-as-ì n3 "tre ai1-illSs oíì cÕ:al-'úrlãcrü, ti:elel;¿'r

¡-"es,ocns'i lil-e¡ Ío¡: c:.:-'J:;ri-¡1¡' ti:e l-osse s

'jrr-c¿lüi-!-iiJs" I,,i i;irir ve;' .i;l:le ::'1s-tls i:',Fisocis',¿eLì-

o¡-, car':;;;.ilig cr-:,''; 'iire ¡i.c-b ivi 'c;t ' '"¡' 'i;'r¿r¡:-ie¡:::e cl

-i;:rarrsfe:r

ío::ila-l

i:,c-L!';ity "

a :roi:rinal-

ai-

t_ì- ^L rl l ii:i

-:l'::-/rc")¡

cr' ,;-$

'"ir.c rl: l:- '.'.'.1 -rc; l-:i; of li"¡ir"

_1_-ÌiLsLLile"l:lc.j t¡e ::,isi;

irs SÜllaic $

lc,'-r '¡l:i. ilci,:

'u-llgtab.l-e

i,'cpul s,: I'la¿-' ;i

.1r.- lî

i';r_.i_t-1 i .rt.r-c g il ,

_,.i -t.,j'i-¡r.-ô

"i s

ì' ì¡

,,...^' -l 
^-): I \.) ), \a

.- .l'

ine i:lffJlrl jlÐSslll-Lùi



ti:
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.í.h.e ::ezt irictizoti .orhich mali,- be erepio¡red- ic :i:edu-ce rlsh is hy

jlL-:iiiing or combining' ::isl';s* liisl"s ¡:x"e poaleå',-.'hen tile ¡-rt"'¡dre:: cf,

l¡rj-'6s a;['e ]-ircreu."*ô" 
li :t fj:rn ]ns]r ôxtal1å internaily ç;: i]iror.l6h a

nle:rger ",'¡j-th o'çher j.a,ïnÊ" Ti.,is ne'bhÕd- irrcleases ihe rruidi:er of *-r-¡ri-ts

e:rtl*sei-,co a gi-rleÍ- ::isieo ir sural-i operator fi¿rir riÏdnúze the effeci; of

sorae risks by ei'thei ri-iversifying or b¡r corr:birúng a larger:l*ribe:: oÍ

sini.i-a;: :lisks bY exPa.nsion.

The pri-ncÍpie of conrbiÛing ri"sk rnay Ì:e explairred- tr¡r the La¡.u

cf i"a::ge i'h.uûbe::s i"rnicii *tai:es 'hiiat as the ;:.¡¡nbe:: of obse::'""¿:"tj-ons Age

increaseil the e''bilit¡' ta predict ¡'cc-ur¿l'tei¡r inc;reases' The grezi-Le:c

tl:le numbe:: of e:pos'úi:es to l-oss, the mcre likeiih':cd''rl:a'b ihe aci;r¡¿rl

J_oss exper:ience witl açp:raa.clh'ehe u-rrcleri.ying r.l.te of loss

i2
prcbalri-lities"-L1- Iìy ha.ring a J-e.r'ge:r ni;¡n'oer of ".::r'i ts 'bo ¡lalce

preåictionsu tÌre clis,nce of being correct inc-reases" 'Ihe la"'r åoes nd'

hoi,,rer¡err p-rovÍ.de the-b+ols tc -,r::emove rislig it oniy helps i'he firn to

::edu,ce ilre error of inaccu:rate estimation" i'ieverthelessr by increas*

ing the cha.nce of pred:c-babilit;' i-t hel ps to ùetermine ti:e 'ü::ue costs

of cperation an:Ld llenove some of -bhe åou"b"bs asscciated- 'rj-th insïffi-ci en'b

!::ov;ledge,

Ii'¡e::s:ífying an a ia::n. has l-onS; been reccgnizecl" as a mei;hod-

for reå¿ciirg rÍ*sk anå l-ess, ;\n cperat,sr ee;r rJive::sify in tv¡o

l-1 __.--.
li,Iall-l-e,ÎS e çoAo and- Heins, R"Ìiii. oll-"- c-i-t" p* [[7s"

)-i ,- ^-i+ n ]nnIiêr'll C: Heü$eS (J;Ü-e- Iit9" rJo rrJUo
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pcssibl_e iÍaJ-s å a) b)- segrega-hion of tire pliys!-cal e:.ra:13eraent of

asse-bs {i-,r- n-u.LtipJ-e en'i;e::prise} arrd- b) ¡y o',i:re::ship ar'ra:igernent

of assets (o:: oth.e..,: lcïsons sirari-ng oy:rersnil-- -:n tþe =oropcrt;')"

Thcugh partial ùirrersification is ihe usual- practice, conpleie

drj-ver:sificabio;i. can be *r::ived- ai by sp"readir:g :cisk o'¡er a rviåe

railge of factorsg by 'L;.rpe cf sec-u::it¡r, t¡'.ce of inctust:ri' {ve::ticir,l

i-n'{:ao-*çti ^r. l - }lr',ri'zol'li:q-ì i irte:¡'pr; ^- ^"^^--¡'n1r-i ^el l oc¿ì;iont tíne oÍLf!.rer¿J:i1ú LUI:f I llLr!: lv).L ¿ aL &r¿vçõ! rrtr-LLJilg ÞUUl;r Qv!:Lv

pu-rehasee ti-ne cf selli.ng, a.rrå d-ate of matr,rit;,- sn thai"bl:e firm is

ceimpleteiy' ¡:roiected- a:rô- balanceC" frcm axy possS'ble gains e"gainst a1-l

possi'ble loss" i{cwevere j-t nr¡si; be erephasized- that &i"¡arsificaticn

-,"¡ii].;ro'f i:nc::ease'r;he abil-ity tc p::cd-ic-;:-"ish, i-nEtead- i+r; ß!ïeaås the

::isli over a J-ttt:get: tåine peri-oci- anð. space pe:rioC- in. ord-er to ¿;'¡oid

dj.*qas t ::ous ::esr:åt s *

Divers-¡ ficati orr raay be u*sed- as a precau--biona:ry nethod' for

staj:iiizing income or mini-nizing l-osso Und.er perfect lcnowledge¡ a

fa,rmer l,;íLl- ¡i¿d-nize his incone ç",-l:en the na:rginal rabe ':f prori-uct

suftsi;ituticn ec¡ueJ-s tlie inverse price ratio cf i;he prod-tcts' The

n¡1,ì¡rr:rn rJep-¡:ee r:f cli-versificaiion a:: specåalj"zation rilJ-, to a large
v-Lr u:!trLlr

d-egree åepencl *n the tecit¡r:i-cal ::elationstrips between i.n¡luts ancl outpui;s

fcr eaclr. proår;.c''; e-:rd- a:iy iechn:ica^l- eonòi ticr:s of compJ-enenta::ii;y or

suppiereniart'r¡, fo:: the prociucts vlhen tÌ're;i ar:e p::oÜ-*ceå in cor¡lbi¡:a*

tion" Hc,wevere sínce rir-e Ð,rQ no-b operatJ-ng in pe-ifect k"nowledge

si-iwatLansu tire n:ain p::c-pcses *f dj-versifi-ce.'Licn e¿'e eithe:c to n-tirinize

Che r¡afia:ree of Ou,tcCne, CL:'Co pu'r å flAo:: -rff1dCr'¿lie incOne ler¡el-"

't'he p::inci-ple of ilive::sifica'bisln eëy\be etiplained. hy exa;ni-:'ring
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ïi)as e{jlji¡.-bicn ritatc.g tha'i ì;he .,raïiai:rce fc:: 'l;iie ccnbiiiecl- eifir-ijlprrj-sre 'r:l

?
Ð{dre.i Lc 'i;¡i,.} v¡-ll:a].lce cf en{;erp::ise .1", {,t-, ljl:-ts i:}ic vaJie¡lce o'i ejll;e-/ip]]ise

)
B_ 0: - plir.s -L,'e col.fíìîiå¡ce of e ¿rci--L cnl;e::i:::is e {21, q¡;) - l_i. i;ire co::rela1;ioi:-
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*c:eî1l'r:íe:lii; f:ro:n 'hhe 'ì;rvo e;i-ierpr::-srs (i:"'C) -ai'Le eç,'':i:'''ctct 'LherL'beccnes

J)?- = Ç^,.t -¡,î,t. l.:.eitct:, Llte t.årijri;ici'i oÍ Êntc:i:Ê:ilise:'l-br-: enio:,lp:.íst /l viil-
1ll-I

a--r-;rr¿;rs irL,:;.i:eã,-qe yåtrj-il1cs (-for 'liie crnbj-l-cd. cller',:Íi-l::L L-,ii ctiljle.re ij- '¿t s¡er;ì':-ll-"*

!r,z1;zct':. i::. !; nLcr:¿) :re¿-:a.::dteSÊ rif Ì;he ¡:¡;l ¿-¿:i-vc v':':j-'ltir:ç: fa"::: e¡iì"'ij:illjr-se ji"

IÍ i;he ir i-s +I--O'ihe equaiio:n beccnu:t Çr2 = OO'- -, *,,,'* 2 % (l ¿Lnù the

-,"i.r--:.j-i-.:jc ..-r -: :: i:.'.,].lc .::t::- ,.,

lla.:-'¡ì¡¡ ,lrr-'l - ùi vers-i ficat:i-cn i¡r :-"eso-ritcer_!:.-.-..- 4 !...:.-.-, _*.-_-r'-:----- -_ _a 
--_

ttL::-*z::iiz, e'¡i cn àf ir.Lc o;rre -;a¡-j.¿t. l-:--Ð'- e J " ll* jr" 1952"
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s'i;ili a uicle.r: rir¿ì;rgine Ìr.aving a cc;rsi-ùei:ab};r ,3:et.Let åestabÍ-J-izrng

efíeet, If lioweve::u '1;h.e cc:rrelaiior: soeffi*ient p is *1*0 ihen tne
, ) 2 'îrr

ety,te.i:i*n beccnes (Ç' = %- + %' : 2"1:-"8" Tjie ','a'ri'a-trce 
'u:rd-e:c i;ne

rrnmhinacl n¡er^¡i;ion ca;i be l-oi,¡er tir¿.t .¿! al-one* ?he ¿:.d-ùition of

ente:cp:cise ts uill- ::edr-ce *,he taial- varience (conpared- io ;\ at-ong)

cnrr" .i f the ¡ira"nt-?t.¡ 2q% is areater t,l: , i72, ine..,a^ï'ierrce of--. _ -Ð /

B aicne*

Iiversifj-cation uncler l-imii;ed" iesorìrces car'I ilave quiie a cliffe:ren"L

*u"tcope iha:r i:nd-er unl-j-nited ca1:i-ia'l * For easie:r e.nal-¡rsi-su iet u-s

ãssl-ìJne 'Ltrai v¡e ha¡¡e consta.tli ::eturns to sca-l-e anù nc aï,'Loco::re]-atian.

1i'iie total -¿a::ience íor-' -hgo enterpr:'.ses cùtL r-\e '-rr::ir-tteie

t t , .2 2
öîr'' = ,rtT:,'+ (i*i)'' uo'-:'2 p q {1*q.) r¡%. ',T-her:e o r.'efers to i;he

;o.r:opo.r:ricn c,Í ::esou"rces allccated- io enterp¡:ise Á r'¡hile l*q refe:i:s ì,c

';he propo-rii-cn allocated to eriterp::ise 3. {i.*" L,12 oi 'l;he ::esou-rces

cf .4 have been shifiecl to 3 io prcd-r:-ce 3)"

I.;oi; le¡ d-s âssime that o- = l-/z- anô ]*q = \/z s':bs'r;iiu';iir3: in
?22'l;ho abovc. eo¡-ation i-:e obt:i l:- fq.- = "2) q + "25 fiL* u , T. %Iñ.

-r.tl1ren p = û ';ire equa.tio::r rerhrces to r¡2 = .25 *ot * '25 %)2 " The

',"çia.l- varia:rce in ihis case r,¡jll- be d-ec::eased on].v ,Î "2-5 m2 is" -l .,8

-l-ess tl1arr. .75 E Z 1tn. a-mo-urrrt b¿, uhicli ';he uariamce for cntcrp,:i.se

- -\:i is rertuced-)" lhusu toial- varia:rca "'iil àec,:er.se ':í ,75 Vl'
-æ-Fz
" _t ..1

3::eaie:: tna¿r one. \'"'iren P i-s + 1."0,tlte equaiicn ::ed-uces

)2?rü\,- = ,25 tr,. + "2i Ç- + tr^t'/z a.¡rd. the total "¡ariance wi"r-I'oe

inc:reased. if the s'i:rn " 25 %2 + |-Oñu/z is grea';er than -75 
%r"? "



Also when p is equa-t to *1"0g i;he equation becom"u %- =

- t-A.'B 
and. the d"ivereification Lead.s in ihe direction o-f

--T-
veria.nce g d.iversion of one*half, ihe resources from A to ts

crease variance onJy if "25 ffz is greate:: t¡a¡r the s*m,

^{:'i:*

22îtr ¡.r.* , Otr ft--øL) wA - u--' uE

a lorvered

v¡ill in*
*2./'t U" +

%fi8/2" Ttr-is ex3rla:lne the principle of diversification as a method" for

reducing variability in i.ncome"

ÏÍversification na¡r also be r¡sed. as a safegr:s-rd. against ùisaster

in one s1-ngle yeaï" The logic used for elçlaì:ring this concept is

draqrn frora the eanplirrg theory øhich states that as the nu¡nber of

observations dÍaw'n f,rom a single poprrlation is increased-, tlre veriance

will d.ecrê€,se" tr?ith a¡ increased. namber of enterprisesu the chance is

d-ecreased that a loø inco¡ne for one enterpríse will acconpåJlJ¡ a 1ov¿ in*

come for another (proviùing retr:rne for d.ifferent enterprises d'o not

have a high positíve correlation)"

FIGURE 9

Diversificatíon of enterprises to stabilize income
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fi::¡.rs ccntri-bu'i;e a snall a;r-nu::.j, su¡: su:iÍicient to cove_¡: {tosses,}

c-l-ei¡r ccsts ;rl--,:s lnciåert¡.1 e-iflensec ih.e;' ¿¡* -;631i.1r,3. .in c>:a_nple

of this aethcd- wcul_d_ be ;.nrrtr:¿.i frl ::e insura;rce cûtnÌla_rries p::emi-u.ns

rìrere the pa'í;rcns sha-re on tìre assess¡nent base,å on the compa:qrrs

cl r.i il ¿¡-^tiryi anne 1.nr ihn-i: r¡arz'

Sp q q-r-!-_alq f.q+ c_f. ¡._¡,:F1ç {l err-r rali z a1; i on)

In specuJation an ind:¡rid:;¿"]- t::ies to bal¿ulce a cha;rce of

gazn aga.Jnst a cirance of I css, The best il-lust::aticn cf tiris

ne-Ll:.od- ì s 'r,o rr;' to .rreu-tra"l-ize a bet marl-e *ri one baseball teaiir bi'

pl-acing a bei or: the oppcsin¿" tean" 1,n inåust::íal exampr-e of ihis

type cf ilethod- is cornrcodj';¡. fui,',;r.es. i4 Tire successful cpera,r:Í.o1 of

hedgíirg rests on tÌ;.e ess".;r,ip'b'ion that futr¡ses and- cash ccunodjties

p:rices move 1¿p a;r¿ do1.ia ';cgetlie:r" ÏJhen hed_girrg the s-cecu-l_atc::

naices sim:1ia:tecu-s bu-t cpposite tra,nsactions on ihe fui;i;ues and_

cash nari;e'bs" For exartpleu iÍ cesli uneat is pur'chasccÌ, future r'¡he¿r'b

is innedjaiely sotd- ancL ./j-re r¡ersa" !kro'L;6h tiris rnethod- is not r¡ç¡1.

often used" b;r Ía;:mers, j-t is oire which couJ-d. be usecl b;rr J-arger

farne;rs 'bo proteci e4arnsi l'iid-e ¡r'i ce íluctu¿.tians reoucin3 boih

*he cjrance of large ,q:¡.ilrs rs rro-l f ¿< ia::ge ìos.:;es.

The choice of an;r one of tlie irasic toÊ.is, either ar-cne or in
cor:lr¡inai-,-cn, l"ril-i d.ei:ei'id. to a irirge e:çLent cn aJi incti-¡idualts p:re*

.fere:rce fc:: ::isk :na secru:ity"

Irl this stucly a¡. atteræt r'¡as nacie to exa,ruj-ne il:e at-b:Ltud.es

*::iente"iícn and. .¿a,kles of the fa¡ners stu_dj.ed.,

ì ll*-'rt:-s the p:rcres,s of sjrifti;i¡'the::-isli cf a p::ice c1lln5e i.¡r ciiner
õi"yec''çi-an*
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JTTTTTSDE }ffiAffiREMMfI

eoncept of Attitude

Âttåtud.e is a þSrpothetical" consèruct or latent varíabJ"eu not

d:treetþ observable but ånfe:roed from verbal expression or overt

behavior, The eoncept d-oes not refer to aæy one specifåc aet or

response of en i-nðåvidua,l but ås an abstraction from a laæge n¡:mber

of related acts or responses. aeeord:inglyu åt is an entity or

process infe:red. as actually existi.ng a¡ð as såvå&g rise to a

measurable phenomena, ineludång phenomena other than the observable
l

tbat led to ]ryX¡otbesizång the eoncept"*

Attitudes are ånfe:*red" frono the way peopl"e react to a

partioulas stinïúus, \Then attitudes are stuil:ted" what are obsewed.

are the evokíng stinr*h¡s a,nd. the variou.s types of response to that

stårom.lu"s '
Roseaberg defånes attitudes as the t{preùåspositions to

.)

respond in a partier¡-lar way towaæd a speeåfie class of object"ll*

For exanplee a fa¡mer ma¡r consistentþ reft¡se to bomow money re-

gardl-ess of tlæ måJìy opportunities for investnen*" ln social

psyelrolory tbås eonsåstent behavíour toward a. certaåe obiect ås

e5pta;Lneð by the eoneept of attitud.e, Thus, åt eefere to aerta$"¡l

I Êecord., P'F, and. Baelman, C'lffi" u Soeial Psycholory. Ilew Yorka
lûcGrav¡-fi:ill Book Co' u L964'

2 Rosenbergu ÏrI.J,, and lfovland-, c,r., et al" -Attitude orea¡riqguþ*
-aed Cbaftqe tt}JL AnalìFsis of Consístency a¡long Attåtude Conponentsrr
tçew-gavena X,aLe tiråversity s L96O' p" L,
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regulacitåee and eonsåstencåes of an j":rdivådualts feel5-ngse thougbts

and predispositiou to act tov¡ard so¡se attítude object" These three

eonpo¡ents are usua.lly id.en*ified by the foJ-lowii1g termse êfgee'Ëayg-

for feeli-:rg, -coÆ,å!,¿,ve. for thirking and the þehsvio$r¿a}, for pre*ås-

position to act"

Rosenberg and. Eovla¡rd d.iagraumatieally5 presented the eoaeept

of attítr¡des å:r a simple schematic fo:m'

FTGüAE 10

Diagra,¡nmatie Present ahj:om of the Coacept of Àttåtud"e

Ï¡leasurable

varåablee
(independent)

Intervenfurg

varåablee

i\[easurable

variables
(d.ependent)

e Verbal statenents
'åe@¿.o]j4 eoncerníng behavio¡.:r

Synpothlien nervous
responses

1-Æggg 
verbaL statements of
a€{sct -
Perceptua,I responses

@å 2 verbal stateuents of
(inaivåôuatsu ãffiffiffi -@æåtíre. 

berief,s
eituatåonss 

-

social åssues, CIvert aetione
socíal g:eoxJps

and. other
attåtud.e objeets)

5 ru-. p" 5'



Äs ua;r be .,"is"r:¿iízed -jl::oln d-ia.g:::n !, one íray hcid- atbitu'ùes tava"t"d

con.c-re"ie cbjecis st-c.h as fertilizer, or tcwa-::ô ¿lnsi::act e¡rtities sucli

as sccial c:r:gatt;,-zatíons" It lnay aiso pe::iain t* reirrcte cbiec-'r;s sri'ch

as fcreign.tid. prosïens cr be e::t::enely pe::soral-, su':li a,s olleeS feei-in5

in bein6" sho::t o:: tall. T'he ihree compciren'Ì;s oí attitucìes are inpor*

iail1: par'',,s of attåiu-d.es and- it is usual-ly' -Lh:rctrgtr tll.ese r¡ariabl-es tir.at

ai';iiudes are meas';red-, An inriivicl-ualt:; aiÍective response io';"¡.-rd-

anot¡er cì;.jec'b nray lle infe::red. th.rcugìr thc rrieasu-r:ement cf oneBs ner¡¡ct:"s

1êsïr/ìnsê rì- th-r.,rrc'h nnplq r¡o'rhnl. staternenÍ;s aboui thc oì:jeci" The¿ú-liJUlIÐÇ v,. ujl:u l4.r::

cçgnitive ccmpone:rt :l-s ilrfe::r:ed- -from wha'L he belie-;es, perceives a:rd,

concepiulil izes {or:e1- o:l ';r:ri-'cteir) abci',t 'l,l.e ntij-i-iro'-e cb jeci. Sinil::::l-y,

the behavi-o::al- cûmÐonent ecnsists of act--lon bend"encies irrfe::-¡:eå b¡' rirai

he d"oes c:r wil-i aci::aU.-'¡ d,c t¿þeir. ccnf::onteci wíth a given si';-r;ation,

TÌrus, .atiitrd-es ccuirj- be deÍiired- as t'a;r (eilå-,;-rin3') si'nd::cme cí r:es¡ons:
/Ì

coirsistenc;r n-i'uÌr Legaïd. 'r,o (a sct cf ) sociaj objecisi'"- It is thrort6h

'i,hi s consì ste¡t:r.¡ anci endr-:rinl ciraracterisi;rc thai rre are able to measr¡::e

¡.tij-tud"e" ÅttitrLd-es strcul-d- jlote rÌ:lyrel¡aip 'be confçsed. xith beiiefs or

opin:'-ons 'çhat one lrclds aborii scne cbjec'b j-n the enri:ronlìlent, These

terns d-iffer Írorä a'ttitu-d'e in berng re]-a'civelj¡ free of eäloiicn

(:ÍÍec';i:'e co¡ponent)" O.u;.nion !s u.sri¡-¡-J' cha:rcier::lzcd. bJt th.e co3;ni*

ti.,.le coäLponent cr elements cf 1¡:rct;1ed"ge" I-t na¡r erren-La.re ihe ío:rni of

a sl,e.ternent abcui a ceriai¡r si-bu"a"tÍonç bu.'r,, :1.'L stil-l ]acks the einoiir:na1

aspect of aitit::"åe abou-'L the e¡¡'riroi::lental object" in thrs stircly-,

a' G:reeno 8", ê_!ti!u-C1ç l'r{eaqtlreee:rg.
Social .)sycìrol o61'r Yolo lo i.¡.ss. ;
y È ))w@

r,ind-sey, L:" cd,ior, ii-+Zd.þ_gc_k ci
Adcii sson-ilesJ-e;r Pi.rbl ishing Co ' c
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howeveru since we w'ere unable to measuse the e¡ootåOnal eomponent of

attitud.eu we were actualþ neasurÙrg verbal response (opånioris) *ttd

aetåon whieh meke up attåtudes. A fiuther ùísti-nctåon ehou-i"d" be mad.e

between attitud.es and valr¡es" Àttåtud.es are usuaLþ thought of as

pertaining to one object. Velues, on the other haTld.p are usualþ

thoright of as er¡ orientation toward. whole olasses of objects" For

example, a fa^:mer whose value systen is soeiaList wou1d. have favorable

attitr¡d.es a¿d. beliefs toward. soeial welfareu egalitarian and' central

governaents, whiLe be may have d.ifferent attitu.¡d.es toward. each of

these objects" fbus, ind.ividual attitud.es catr¿ be organízed into a

eompLete value system, In thåe study åt nas åmportanrt to emphasize

the need for meaeuri^ng attitudes towa,rd risk ån farm investnent and farn

praetíces" Va}ue orientatfonsu opinions and. actåone tovra'rd i-:lvestmentu

new teehnologSr aad. d.ecísíon malcing refleet a fa,meros attåtude toward

secx1råty or risk, Å pfåorå it was believed. that tl¡e security oriented

fa¡mer woulå tr1r to stay out of d.ebt, be the last to adopt new practicest

take as Little risk as possible in selecttng a course of actions do the

best he could with what he haðe and. set Ìeås goals as Low as possible to

avoid. getting huEt, fhese ån a sense were the ty¡res of eråteria used. i"n

evaluatírg the famerss attitud.e towerd rísk a:ad. irncertaåaty.

ÅË_ü¿_tude_l¡TepauLegent

[he eontents of an attåtr¡de were referred to by Green a$ arÀ

q
' rbid



rrra¡'i'i rud,e ';::j-.r-e:rg(:". î 'J-te elenen'ts of 'Lh:¡-s -ir-nir¡ejlsc .,"reïe ahe er.¿e,bl e

"::izbl cs in :es::cr.se io s|cciÍic riti::ri:-c.rt lc.uestro:':l)" l;' 'Lhc use

cf a, se,,lipi-e *! el-cmerr'bse inÍer-'ences l"ielre naåe a"þo",:.t -i;irc eni:ire uiriïeïsc

cf attitud,es- f.n 'Lhrs str;"d;-, rü llust bc kept in r,dn,i-, hûr-¡er¡er¡ ¡]r¿r';

l-,'c had- oni¡i rl snal-i t;ûi.rp-l-e, end- '.Í1):e irîirl5 iìre !r::a :aq)o.rrsc

nuSs',io.rrí:::-::e ;,"1-.:-c':.^-:s't^-ci: Ili'lr-;rs l;Lt'is.ble ÍcÌ qt-t¡:t:'j-Í¡'j-;:; -.'i::ill:lrl"

Aiiiic"-:¿Ìl, i'n-|erences rrieïe rtad-e aboi;J cc.rtain bel:lar.'ir.¡'¿r: ilrrou;;ìr bhe

'iuestícn-s since iìrey ccu-,l.d iiot -ce verified- il::rcu-gir ¡.ciìon tal:en ihey

rg€rs :r1Õ'b too b:ccad-ly' generi:il-j,ze'i-" Liore e-r¡er:iuenta-Lion v¡oi:-"Ì-d- lrar¡e

bee¡¿ rscui::ed- beîc-re l:.;:cai1 gencraì-i-:ations ccu-id i:,a-¿e l¡een macl-e" -l-n

i;i^Li.s c¡s¡¡,. i-'l;,¡¿:s Êossih'ì e 'çc nrÐjle i:r-rierenceÊ fl:cn ve::b::i resÉorlses* _ "i --"

ic sim-il-a":: ve::bal quesiions. This co.rce;ot of at'ciirrdc -r:l-i.,'*rtsc, 1¡rc,s

heJ-pfu1 ín ío::mul-a.ti:irg ihe ureasu::erlent p.i:cbi-er,r and, 'rJas partic':1a;rl-¿r

useful in d-iscussii:g the ''¡a-r iditJ¡ of the se a.ttitucles iovra::cl risk.

Tho 'h¡si¿ ¡1.¡4er'lU¡,e fO,r: ne¿SUfil.r. p.tti.i'1.,_cles lies i n s'ir:ler:tinr" ". Sca.lin.r* "a*-"-i

moåel bv rvirieh i;he d-ata ca¡r be ::e1ated" to the attitud-e va::iab'l e in

ques'cioc., ¡.Iariouç scating rnetl¡ocls ere a.¡eLiabie"6 Ìdany s¿1*nti s*e har¡e

ai8'led- ihat ps;'rcleoi-cgical att:::'-hutes a"Te noi; entir-s]:r ma-5tr¡1'ah1e i-rcr

etÍperirûâniaJ-3-y veriiiabl-e"? Ilcv,er¡e:E ctne::s su-rt e.s S-¡€ye11s, 1.-iuJ-liicsr ra,

anrr- irrßc l:a-re ar3,red" ti:at mi:x:-ciceJ. l'alu.es ccuid"':e assi3rierj.:cco::dj--t.o

'bc te::t:ai-n lrr-Le¡ " tc pelsol,is, cbjects cr :'."e,:r;s t:;' l';Ì:ich ihe¡r ccu1d"

j:e n':as-r:e ù ¿¡-rtl co::rparcC" ,.:ith ire .rl:l-¿s pilo::erly iì-efit:ed, flr,e nu¡ner;l s

Ibi¿5

6 Á coinrlete cLisct-.ssÍcn
it:'J't:: B" G-reçn ¿r'ticle

ilre va-r:icus scalir:3 nethocis na¡. be a'atann^ed.
l$v,Ç'p.Æes-q{çqe_pl. Ibiq. !" ii6"

Cr1
cil

7 __.-' i b-rc
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ñã?\r ?je -r1se d- rr,O ïepfreselii .rel a'Lions anonE Cì:jec';s, r:rd io compare Ll:ese

objccis ':¡!ih otl:e:: seis cÍ oÌ,iecis sinil-a::I;. neas::red ::e su-riing in i

scale" S'Lerrerrs, disiii:rg'uishes rna!lr-l;- fsr-v d-ifie:reni tj. les oÎ scalesc

ironinr.l - oriin¡.] i*+^'"--Ì ^-"' -'a.tiO SCaieS.- - -_---*-- 9 11! U E.L Y G! 4 !u J

fn norninal scal-es, objects a-ïe piace'l- in ser"erai rnutu¿liJ¡

e::çlut'ir¡e categori es, not irecessari-lJ' ::elated. ljlach categorl- has a

irrr.¡ori ¡¡l I qhl n- r'rith rro ¡rlr¡nt'i t:ti-¡o mepni;r..' 1;ô ihe ca.teqor,¡ inrrl'rlru!¿UC-L lau¿v 9 !. -! q:!

qu-estion" The a'in is tc seiect itens,:riih:reslec'õ to certain cÌ:ra::ac*

'u,e.Cisiics., ..ir:ich tTe 3"s irontogcncOU-s aS possil.r.ì"e ¡.3 cClipaïcd. ';;i'bh

di-ffe:re.aces bet-,"íeûn categc:rieso In ¿"n crcl-i-n¿l scaie r ihe objects aSe

år:iaÊged- i¡i a::¡-tk oïile::"in::espec'c 1;o sone cther clefíned- -¡al:'re"bis"

11 this t;rpe cf sca.le, l¡re ¿¡e -r-:traa¡le to sa¡r eLactllr b;r lrorr rnu,ch'i;Ì:e¡'

C:fier:9 ]'e'ca rge e:ue a"bic to say 'f;Lrat th-e se lnili-¡¡i,cl,i::'l-s cr: objects Ìrave

a irigher sccl:e .LiÌei1 ceutain c-Llle:: inùiviclue"ls.

in a:r inter.¡al- scale, 'úhe i-egree cf ùistance ÕT ùiffere:lces

between ob;ects on the scal-e ca;r be rnee,s;ur'ed, in a¡ in'rerval leve-l- scalee

fl.easuJelÌen'L j-s e::presseô iu sotne scri of ph;sicai u^nit whicir c¿ln be

agreed. ilpon as e coirlrÌ¿on sia:rCa:rd a^rt.iì- replicated-" Ân exanple cf air.r-¡t*

l;er.iaL j-s tlie ther-"nlc¡nete::. Thau,gh '.¡re cen-not sa;- th.at 2C Cegr:ees

F¡hrenheåt j-s tlyice as irci; ¿s }C d"e.5-rees Fr.,!æ::úiej,tu lie a-::e s'bil-i ab1-e

-Í;o e;:;p::ess 'çIic ';enpe::atl;se -r-n egu,ai lrii'cs lgith cc:-'.si*te:lc;r 3i1i

:re1-iabili-i¡r" In coni;rasi, a ta1;ía scal.e i:esults when ''che::e ìs scïie ça)¡

of shoirii.nS'1rÕlr na;¡- tirres g:rel.'be:: ole object is tha"r:. an¡-¡'i;he.r, It irç.r-ies

a fi-:,.:ecÌ :ler:c pc-r-ni- ith"e oniy i:erni ssible transfcrrration irr this scale

i s a ru;ri-'i;i"p-Ì-ica';ro-{L b;r p, c,arLs+Jun1" ,llo.:: e.':annpie, '.:ci5ht lei::::esenis



ä re'í,io sc.l'l e ljec:au-se '?e cûji sal i:;'' Ìrc-g rri'rcir lie i'içie:r' i-s l-6 ozs '

ccuçar'eå to .{ o*rces, i"c' z']- birtesr"

The L:cl.iaiLiiJ--b;- cf e scal e !s of priiæ:;r' ilì{)orr,;ånce in

eçaluating atbiiuåec- Relj-al-¡il,it; of ¿. scal-e c:: 'lnd-e:c refe::s to the

cc:r¡!ltcncJ. 1;o ',,'hicir .r:e¡:eateå r{eåsrJ:lements yie 1",ì- sii'¡t'i l-a.r -res';f-ts' If

cha::.ce flu"ctLæ-i;iôn ceu.ses .rel-a'{,i.¡e1J/ }a:rge: siri-Íts in an ind.ir¡iclual rs

SC(tTe, then any par';ic,.l1a:r: de''¿e::inípaticli Cf 'ohe Ëtore i-s p::actj-ca1-3-¡r

nea,n-ingiess. il,hen :reliai:il-i-17" is l-aciling, a. .':el-a-r,ive'ly 1i>w cc::.ce'Ì ai;icn

mi-6hi ?:e e:çected- betrveen suciL $c:oïes e:rci other va:riah-l-cs" BasicalJ-¡i

tlrere a::e 'l;-rc ftâ:i-n asi¡ecis of reiiaì:i-iyb;rr s'ua"i:ilit;' and- eq:;-l-r,z¿,lence"

lihe.n s'c¿"bii:-i;y e:rists, itigl:. c,+::rela,¿ion e:¡isis bet',vee.i: -blle sa¡ne

uueshj-oy¿liei:e ai¡linis"Le::ed- a'b 'i;r'¡o åj-fferen''ç ¡.ei:i-ocls' TÌri-o is ilteaslred-

by1he cocÍf;cient cf sta.bii!-t;i, I'h is.¡er-"J cf-';erL a:rglLeå 1;ha'c ab'ci-ti:-c1es

a::e Srnallic a::icj- change c-¡erb.j-ne, bej rtg ihus unsta'bl-e in na'cr:¡e. i'Iever*

'bheless, it is inpo::tant th.aJ'bhe scale re-oresents a peïìlanent char:ge in

atiitud.e and, :rc't, a spc::adic Gne" llo:: 'Lhis leascrre scien'oists place mare

:rsefu--1-¡:ess i-n a higher coefficiezlb of s'r'abiJ-it;r scale ås a pi:ecictr'¡e

instru"tent ih"a:l one wii;h a ioø i.ndex sûore-

!Ìle soc:-a} scienf ist is ¡.b-le i;o åeteräiirte bi' the u'se of Llre

eqr-:-_i*,ralalce scale r:et.hod- r"àe'i;he:r: '1;he ch,ange in a,tiitu'd-e i s genuine ar

not- Âs atti"Lud-e sco::es a:e ð-eie:mined b)' * 
"**1e 

oÍ ite¡nsu then he is

a.ble to fl-ete::,qine lvhat score d-iffe.rences r:cui-d- be e:pected- if a d.ifíe:reni

sample of -L'r,ens yíêre Lr,sed" Thus, scaîes o1-r. erf equJ-vaieni sa:npJ-e r::i iterns

î::om the sâJìte popu-iation silou.l d- )¡re-'l-d- rre::¡r sinila:: sccr:es" Tlre co:r::e*

I n'1:-i nn jrptrvoo;r nar,¿r,l--l el scales is cal 1ed, -hhe ccefficienì: of eq'i-va.l-eirce"

It measures 'bhe exient to rrl:ich i;he r;caLe ís speeific ;o "i;he pa:ticula.r
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i-bc:ns usecì.

lìrie-L_hoÇ.s_ oÍ In¿ei-'¡:-s'.r Re sponses

The::e ¿-re basicail¡r fsçt nethoås th¿J can be enpl-oyed'-bo cre3-'t'e

ì-Êq¡onses in R.n in'1;e::view, Îìre scieüí;is'; na)" *se a sl,âJ1d.år-'dized. inte:c*

"¡iev¿ o:: u¡stenCa:d-ized- Inj;sl¡.risri.¿ forrr ej-ther ',"¡itli c,r:en e.nå o:: ciosecl end

rjaestions 
"

In a sianåard.izeå inter.¡i-ei"J ihe questions are d-eciåed u-pon ii:

¿rd-r.ance of ij:e interr¡iei'r a¡rd- are ashed ín';he same o:i:tLe:: fo:: ¿-:.-l-I:res-

p311d,en'üs; while :i-n an -u:rst*:,cla-rilized inte::v'iev¡ tÌie iniertier¡ is f::ee to

aslc aii ihe r¿uesti cns c:: cnli il fev, an.d- cha:rge ihe orCer] a.n.ð proced-*-i-"'e

L¡f ques1;ion--ning. in the Le-iLet:u iite :r:esponsihåli--brt lies e:r-ti::eiy uith

ihe ir-nie::.¡i-eçer at the iilne of 'uhe inter"i-*ri.B I'c is ilio::e ùiff-i culi to

r:biain rel-iabl-e cor::para"bilit¡r in an t::lslancl'zrCized' ini;er'¡ie-l'¡ ihan in a

ste..r:C.arCizeù irtterr/ietri,, -î-i Ífe:rent neihodls mus"i; alsc be rrse¿ to anaiJ¡se

the d-ata.

çne of the rrajo:: areas of djscussion a:nong social scj.entists l:as

bçen on ti:.e use of open end- o:: closed- *nå questions in intervier'¡s. The

dj-ffe::ences beir,veeri ûpen end- a:rd- clcsed. questioi:..,rai:res lies mostly in the

dåfferent rae-i;Ìzods of reco::clirg the irilornation anå Eniding 1þs inteirvie"o¡¡ee"

Tn the oz-ren erd cluestion¡raire the .cespor"id-en'L :receíve s l ii;tl-e Õr: l:û gtiåa:-lce

a,s tc ti:.e fc::n o:: conteir.t cÍ l:lj-s Ð,flsrr'€r,'* i{e h,as a ';rj-d-e va::iet;' cf ua¿r5 !;1i

irJpch he na;r å;¡rs"!ïeï" A clcseçi- e:rd- quesl;j-cnnair:: ij-nits se.¡ere-L)- -l;]:e

;-nierviey,'ee t* â. seïies of aiternat:-ves ivl::.ich he nrist cl:ocse; iit. a i-l*.y it

forces lriil tc sel e*t an ãi'Islse-r r.'¡hicl: fal-ls i¡. a cl'a-ssifica-bion"

I ì,'iraccoby, 8.L", a-nd-

ffir 'rHår.ilboak
ir,laccobyu I'i,, Tþq lif-t-qq:¡r-e".'G.. li. iloql qi Ççq:ql
of Social Ps;'rcholcry"'r "S-LÈ" pp" 450*45,
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Iì:re open er:C c.uesiiot in â sense, asi:s the respond.enì;1;o.cecall

sometii-i ng ,,,¡nich he nu-s-l; :e1r.ror-Lucc s!on"¿necusr¡'; 
",¡iri-ie 

å clcseó qLles-LioÍ

asi.;s 'bhe :respoad-ei-i'¿ to lecoJ'nizc a,rl cb jec.i;, iir gene::al-, pe c.o'l e har¡e r:lorc

d.iííicuL'i;-r' irL recaiJ-rn3 i;ha.¡r reccgnizing objects" This nay l-ea.d. to ti:;o

seïicus ct,:tci1s, in one case (cperr end) o:nissions ancl ¿1aps Ìra¡r o""tt; r:hile

in the seconci casc jl":s-ocndc:r'L nay ha-re atend-enc;r of choosing a.nsr.{ers e-iJeil

-.1-.hnirr.Ìr .:-ìia", ì,..-.-n .,.O-.V l-i ì;.1:lC ì.-¡161-.r-lêrl^.ê Or. n¡rjrl-i ô1r:ì .)' illl rr:'h-l¡r:l t_qAt'u:Í"U::UUi l.: U:.!ç i:L;Jt r¡-v v:

fn on.c i'l ís i:oss-r-bie ';o cle-bect iSno::r.-nce '.'¡iril-e in i;r-re ieÌ;-beL: the respolri-eni

cìrooses scne¿'-hing'co a-¡ci-å acinrt'cin¿ igncra:c.cc"

t¡re of 'che 6r'eaiest ;i.år¡antr,..g'es, of bhe cpen c':nt'l. ouestions is in¡:.t ri

liiloÍí1c'ües gt:ea'rer coln.nulij cei;ion. 'cç;'cween i.ire 'i::i'Le::"¡j-ev,'er e.Ìid the i-nte:r'l'i e,"¡ee"

It is rrore jike ¿ nâltural conve::sat:i-on r¡¡hicli sl:roulil- p:coriu-ce a c-l-ose.l:7'splica

c:[ ihe ì.j-nrÌ,s of statenenis'b]re responilent nrighb ha.rre j-rr r:eai -l-ife"9 ."¡ ¿lsl

"l::ings on'u 'Lhe e:rtensive cc¡rieii'i; of a';'c'itr-,:d-es. -it perm.its the resi:ond-el't bo

elrpresË his feelings and ccnr¡ic'bicil on certain str-bjcc',; in iris oi',u ro::cls a¡d.

in l:ris o-!,.ï. nafiter. The ùisad-r'a"zrta¿es cí the open end qLrest:-ons al:e àppar:ei:l'ût

j-n tjic a-rülysis cf 'rhe ïes-oonses. TrL a close,l" eird. quesiioluraire¡ 5:ea';eL:

,.-¿i-+.n-¡¡-i *rr ';o ^l,tr.i¡cd ,.¡r.on.-.¡gcrrn¡dsni:c .nÄ rrc^h -.nsnonlìo.',J: is fC:CCCù iC,Jl!lflLl::-:¿ ud !D uu ùc4-:::ve ..r-:-vi!J !vÐ.iJvrlsJrrBr è¡ú !Gv-: !eÙ¿/

aJl- aj'Ls.rrer l'¡.liich fite iri.to';h.e categories cf anal-;irsis;, tiiese ca"'i:egor''i es caJl

l:e Íinal-rzecl be-fo-re t,he in'¿e::vier'¡ end, ccd-eå in'cÌie fielù" Irr opcn o.ues-i;i-ci'is,

it is not that, i;ir.e .::esponc.l-eni ccul-d- not have answe::ed ¿l orrg 1:he -rel',evr:"ni;

ijnensio¡i; br-rt thai he ífl;s'ç e.t tines be pioì:ecì ilL'uo oiie iì:Lreciion o-r thai;

i:ire q-res"ions :ru¡i cle a::1y i¡-rrlicaie xhai his arlsr'"e:Íts uiil- be, f ar e;:a-up-Le

c' ibid" - r Ãa
:J " 

t-i)w ø
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åi- clicior,rous c1u-e s.i; Í-o.rls v¡l]e::e he ansçers )'es e-t: -tLae

Scal í:r.r ;.iebi:cd,s Use'-r-:

Frion Lj-he:ri¡ Thu:rstone, Riirei-,u Stouí-ir:v," a¡.å othe:: ,rotL.o"slO

basical-l;' s.'-r r'Liffe:ent ne-bhods ío:: i:rcesurii:g ai'cit'uiùes lnay ì:e

íd.ent:-f:eds tìro judgrcnt n'*'thcd-u tre :'le'c.ìrocl- oi s-;:r:ratirr: ::atin:s:

sci;,1 ctra¡c anal..¡si-s, t]ne unfoiding -i;ech:ri1Lle, l-li"e::.-L

ei-¡.rr^-i-r-r.n 4î.-l-.'--; :; ¡.n¡'ì -nef j¡r:91 rretjiOd-S"r c, u ¿rrir Lr lr'

j,lone of tirese neihoC-s will be::evi-ewed- lie.re e:rce'pi; to ircin.t

ot¿t thal; the me'sirod- of ineasr-::::Lng ¿i.tii-tçcle"cr"sed- in';Ì:ås strr$¿ y"ies a

ncd-ificatic:r. of tli.e ¡rletjraC of surnatj-oii ratin¿-s. ,tlacii. ite::.r r,.r¿-:.Ë

sc:orred. ¿i.ccûfd.irrg i.c. -il.Le ¡r-'lnciple cf in::caÐiri3; ca}rititi,-rLïl a:i-cl- nc::rnal

d-ì-s-L:ribution" I¡i'Lhe sca]-e used- ir:. t-iri-s s'Liid;i eacÌr jucìg"ii n*u

askeC f o 1:-r ace å score i:esj-d-e eve::y ensi,r'e-ll on eacit i-Len cìepenrLing cn.

iroi:' si.rcn-1'.. iÌre ,:es;pond-en.L fai."or:ed. :i:isic ai oile e:,{trleille aJl.å avoici-ed

rislt ai tire ot;iie::. Crre ext.remê of tire att:i-ii;.Ce conii-nuu¡l j "e. ::isk

seeÌring, ,r-as d.esj-¿.ra.iei- the ir-r-r-,¿e::icc-ii;- h-igì: posi'¡icn ¿:¡ð givei'r a

*'' G::een, cp c"ì-'r" pp, j¡ti-j65; Li:<e:ri, R", ¡i_:!.ç:q+q,i¡Ll¿q €qi:*!åg
ì,{qqqpselqpt! *cå/if.!¡ r,gd.eg " Ài:c.r " FsychcJ-ogy . i,.lo" 140, 1,912 A

like::i, Ru, P,cslcw* and- l\'iLrrpÌ¡r-, G", A ,Þq,qæ_}q ,?.r$j,qll+þ1_q j,{e{;]iq4
cf_ Scoåirg,ijre lhulst.c+p }"!.tj.i;j:c1-e ßr:¿leq", J* Soc" FsychoJ-cgi,
1.9i4; Ri-ke:c, Ll"i. A Çq¡iç_a;r¿srq_c.qji ¡¿ei_liqd-,s jl¡e.li lfi ê.lJ¡rljtdg
F.e*_q-a¡qll. JcLtrr::a--L Ab::.c::¡l.al ßcc-i al- l's;trcÌ:ci-c9,", L94!ru '{a}," j}t,
Stouff:::, []"iT" r,kîr_q'qseqeü! p4-ê *"q.c'irq_iäo¡,, P::inceton, l["J" r

Prírlcei;cn Univcrsj t), Fress , L95A"

ì'l--- 'lirc Ju-il:tes i''ere u"sed 'i;c sco::e tire -i tens" i"lP" j:iu,<i-son. reseãltch
assccj-eãe&C"n" Ackexla:1, asscciate p:rrcfessor of .bire Ag::ieuì-t-c-::ai
Econonic D.eparttlen* cÍ the lln:,-ve:::it¡i of l:-ar:r'lcba., "I*i:. iiuiLscä
rilas a -fielCna-n fcr C¿l.cnan nist:cìct Farm Br:-sineÊs rå.ssocLa'czan LlJi
| - ^a-'';i: 19ó7" G"E. Aci'-c::ina-ry l'",çc::vi serj- aciir¡j-ties o-f the ','ies'be::n
lie.ni'r;oba Fa::r¿ 3usi.r:.ess -A.ssoclrairclr l-96i iro L967,



T¿Lue of 5Ë the ci;hel e:s'i;::i:r:e ¿Llj;e:rilabj.ve i.e * -czsr avr:::i;i-n5, '¡råÊ

a-ssigned" a -¡al!rÊ of i"

1a

e-.irciiÌ e¡--rois in

pcssibi-e Íespû:L1ses

'l:,r ';ha í"nl I ¡lr:'i n.o

lhe '¿l'ic jir$8es were givet -ittst:r:ricbi-t¡rs tc

scc::in3: .ri-:rst '1;he¡r r'rere tc assess the range cf

to each i'ben ancî tl:.en score the ite¡is acco.r:riar.3

',gAJr 3

i'Ia.tu::e oí a:eqpo¡rse t-a- ripli !-aFåpE

cli^,.ar¡ c i rr*.ei.as {-.

,,1 Þp,rlo-"'ai

1J¡-Cecirieúu cioulbifuL u nt2u'a.ca"}-

C.l,ç-i:i-,rus

St::oirg zvet:sL*rt

-ìô
a¿ ':..*^'l -n-^ rì fl¡.rtrrnJ: ¡rn¡l-¡Sì S"!u.Lç¿-vla, !6 9 vv_lavlli-v -1j='."¿r-' -

oF" C:'r,, po iC}"

Score

G

Jí

0

G

,1- l¡qJr¡aq
rl vú;evq/

q

Å.

7

a

1

Ear:h j-ten uas a"ssignËd- th.e :¡¿jr-i-ss ), 4u 1, ?-e anC -ì-" :in !nd-il-id-ual-

sccïe was i;ne sltn ûf his scoi:i-ng on ail-';he ite¡lls, lvitir a bigt:er

score ind-icating a stTong ,o::eùispositiotli;o ::isir talting orr i.nrres'ç*

irrelt a¡rd- :iarn p::actices, witÌr a cor:respcjlr-ü-ieg3-y' loin¡ ;icore iirdica'cirLg

p qi:rcn¡," pve-'si.on to rj sl.:"

I¡rte-rnai consistencJr 1i.r3s essçíted- 'Lo be accmate by '¡;he 'trse ûf

ir-nor,¡ledgeabte judges i¿irc aplrored 'rhe questicns u-sed" aûd- scal-ed- Lire

; *-^- +-!rÈ-L.v¿iru,- r-.r-uu! "ia.l l;- tl:å :l-S {loú-Sistt3l-lt1;- s.S pOSSihlC' It ih:-S St;18C,

i;Je na;f pc|-nl* orrb thai scne diffåcal"ties ryere enco';:rte::ed in scor"'ing

inco.:piete :leSjionsOs. Trt .Sene:t-1.i, hore.."c r:, nC ß'i" itCrûS riei'e ScCr¡.bl e

l.,ri'bh relati.¡e ease aÉô general e¿;:eenent"

Conient €ri1al-;;'s1s12 'rr"u enployed tc evaluate va.-l-ue o.rientation

]{anåbock of Socia-i- ?s.r¡choloí,;i¡



¡ì-

cf indi-vi-û"1--Laj f¿i::mers 'l;c-,¡;a.::d l-er¡el cf l-ir¡ing" Y¿1:;"esL3 *u ûefi'¡red-

as consisia;ri o::i-eni¿rtion ¡ol¡arå ce::tain extrinsic o,r in'{:siiisic end-s.

Tney nay l:e criel;tati.c-rrs t,:'l'¿ard- e¡rd-s asscciateå izii;h räcra-]- ccnsii-er:a*

tions eati.sÍ,virg or ¡;rcteciing ccr:t¿in ccni.{tions of l:r-:-ng c::

conditional r¡a1u,e crient¿rtì on- It j s possibi-e to neas-*::e the relative

ir-n'Lensity cf the-se -n¡¿L-l--r-r-€sE b;i a ca^::efuf- ¿¿ccccrrt cí }:ey i:crd-s a'rrci

f;:e1u-ency of ¡-'efe::-"ences to iÌre su-bject mtter" Cne of tbe 3:reatest

åis¿¿åva.nt:rges cf tþ-is iuethod, is inat i't is-bir.Le ccnsrr:nins and- reclujres

rì" coûÌplete .r:eco::d.ing of al-l- rurord-s, seit-tences anô €rien uratt-"essions

-¡rh-i ch na.¡r in.fiuence the iiiy¿zL eveir-ra-Licn.

'Jhe:re aïe ili{cji di-fíe-ce;ri; nethod.s wlii+h can" he elirpl*¡'ed i"n

eva},¡¿,ting a¡.d neasu:'ing attitud.es, The -i:asi-c ::*cluirements, howe*re:r:,

a:r:e la c,btain co:-isistenc¿,-, rel-.iabí-l-it;¡, objectivii¿v a;rd. rep::od-ucti-

biì-i"i;;'r.

Schv"u¿.,:z* eiier" äarry K.,
Oq-c_,+tÞt.ioéai ûþci "

F!. 246^256.

Valu-e O.i:Åe.n*a_tåo]r i*-Eclucg[.ioqa]- 3'l
iourrn¿I of Ru-i:al- Soci,rlogy. 1,Iol" 24t L959"

1ZLJ
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iocation of iir--ea

The a;r:ea sefeo-beil- for i:'he stu"iiy 'r'¡ls jcca,;ed in ¡i'tres-bc::r

Ìria;r-rtcbau a.pp,caxinaieiy ;0 r:li'l*es i'lortil irlest cf 3ra::id-o::-* It rtas

l;,rrd-e::e cl by bor;,'nships ii enð. J-j to the scu-th ancl- r:.cr''bh and- by Tanges

Lj anð,28 i;c i;he east ¡"nd" wes'b resi:ecbi-rei;:r. It inc-rl:-d-ed- Lhe

íc-l 'j cv¡ing :tmrricipal-i-ri<;sg j:jr:ric.'c:re ìia::rn-io-i;;1, "rì]-ansha::ü., Saskahcher'.ri,u:-t

*C-anali, 1i1in'tû, tl¡¡l¡ii-ì-ial, 1{ar-r!-son, St::atilcil.i::u iil:ca-l- L*keu

Ïr,oseclal-e, lairg'fc.rd-, anå srta,il parts oil Ï?ocù'ror-Lir, Dsi;' ¿nd" tsii;c-n-

ilhe grils i1 ih,e ,ãrea, ì'rel:e ncs'uiy of n-^dj-r¡l 'çe:lt'::i:es ci ihe

rîe*¿zLe ;!ssaciaticn" The 'Lcpcgnaplry- î'irs gejle::ali;r r:-.1årrJ-¿;iii5 'zj-t.h

irut""r.r¿e::aþ1e **:d:caineå d-ep:cessions , va:tylng i¡:. size f:i:,:tn sltal-3- pct*

hol-eg io 'ìarge sl:alio",J l-al.;es" Surface ùloj-r:age \¡.Ías Quite variable

e.*i.d :rariged. íroin escessive rc-rioÍf i;o p:rol ongecl in'-rncia'tion ín the

elep:ressed- a*ear:" The soil :ra;t€ied" fron ,¡¿ell d::aínecl- to internedjate

a^nd- i;o poar,Ì-y drained l{ewd.ale sci}' In general, 'c'r're soils lrere high};

product:i-."'e arid- ferii-le agïicu:l-'bïTai -Ì-.:.nd- ',r!ih a i-'igh c:i:garic conter-rit

fu-çOrahLe '¿e:,,iure e¡:ù struct-ulf€s exCell-ent rtois';i¡J:e retention a::ci

aera,iionu ailð ver?' gccd- tiith a:rd- r:¡o=.Lca.bj-Liti¡" ilcr-:reve::, some of 'liiese

soiis ï¡ere ilot sui'cable íor grai-;l proc.u-ctic-Ll du-e ta tl:e pocr i-::air-raEe

;xrcì- stotq¡ surfaces.

Thus ib ma-y be seen 'bhai ihe ag:ricri-l-tural -¡al-u-e of i{ewcl-ale
scil s ïa;.ies -flron vc:1- hr3n ic r-c.,:y I ov and- ¡l; iirdi-¡idu¡l p:-::ccr
o.i land is iarge:-;'' clc.lend-ent oir i,re local io-¡o:,:apny lrliiclt



I
grlr-ex1is Ì;he dj-sitrb¿tici: oí the v¿rsioi;-s scil ;sscciates"*

Tbe a:'ea 
"ras 

also bord-e:--.e,å bJ. E::-''-Chson ¿issocia'L|cn soils 'Lc

¡lie norirreast *:C- Üarrci A.ssociaiicn soils to iire sci-rthçest" l{c'"'r-

.:.¡e:r these soils cctuprise oiil¡.- a si:l;l-l- 1:or:iion of 'bne arc¡." Tire

iopcgraph¡i cjl ihe Ericlsson soils 're.s irreE-ular ald rnod-e::atelJr slÕpin$?

ç,,itli scr¡ie siiarp s'l cles a":td soine Glacj-a-l- stones on the stff,ace.

lrair:,age ::a..rgecl fror¡l inter"mediate to poorly dra:!-ned" Yetu th.e bette¡:

cl-r.a-i-ned- soi-1 s yíe:re neaïl¡,- equal in fer:ti-l"ii;¡;" tc tire lilewdale scilsu

wiih a sl_ighi;I¡r I o-..¡er or"garic content bu-t eq-¡ra.l- moisir¡re ::eienticn"

?he C¿rpci C1a¡¡ -Loam va-::ied fron ie.,'ei ic i:r::eguia:r-" and, tloùei:ately

sloping -ropograi:hy'- Th.e Camal-1, scíl-s I're¡:e ¿l so hi.3hl-J,' ¡l-ccd-r.rcbive

e:rcept ,,"the::e soj-l erostart lnað- ocû-tijfed.'

In gene::al, the a.::ea surveyeå r'¡es cl:a:¡:acier:'izecl- i:¡" Ìrlght¡.

prcd-uctive anå fe::til-e sciis, excepi ';{helle sal:-i:it;', e:lces$ d"ep.r:essicír.

e"niì- s',;oniness e:-isted.- TÌ:e soils ï¿el:e accû;:dì-ng to the soi l proih;Lcf r*
2

vít¡r 1n6*:: reportr* classiÍíeC ¿.s maini;r- I e,.ircl- 9 í'r'3 ce:leai p:rod-u'ciiviiy",

f

' Sail-s Hepo::ts Ji{r, by itrllrli c}rr ili'À"e P¡atl;r t.E', *nÔ Poy'se::, 8.1!",
iìeport of F,eca¡rr:-:;issa:.rce Soil Su¡ve;r oí F'Ossb';rrt and \Ii--rri-en ivb"Ii

theet A::eas" ,4.pri1 L9i6 ** puìlished- by lep'r,. cf Ágricrl-t'.ire,
P,r-or¡ince of l;ianitcba.

2 :;".r-,r:cC-.-:-i-:--.-!.lr:. r-".r-,-: ?"i,ì() f-i.

F,. E, S:ir'i-iÌ¡ iria:líi cl¡a Departroer:-i
,,i "n. .r lj-å.1-c;'¡ l" 3:i-c.c..-, ;l¿lC

Ag::ic';Jtr;rë, U" of Íi.
l-¡r¡

cf.

Fi:ccìuct-ì.,.'i';¡r -i-nd-ex -T,ra.s än ini;e:rp::etati ve cf ¡Lss.i f:'c 3''r" ÇL-L of soil-s
acco::ð-i-rr¿1 i;c 'r,he p-;--oùucti¡¡z'b¡ af se:teal.5rain.s iltheiuir cats anc'l-

ba;:J-e¡.)" l,iarious r:rappeC. sc-¡il- u¡ri';s oí najc:: signif:-caJLce in c:rc-¡;
prod-ucticil. 1-reïe sele cteC- a^ncl -l-cir.g i;e::r;: a-¡e--rage J.'ieic.ì $ ïtel:e
clete::nir:led l-"an i¡ench¡la::l:; ,fa::iits" lhe classes .rJ,rere assignei. a
ru¡;rericej .r:ati-ng f::cm one '';o te-n", :'ritlr the rnosi proC.u-cii'¡e soils
:recei--¡i"ng ihe hlghe st ra''rzng^
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l::rori the Cata i-rr Ta.bl-e li and. a'Lher info::lna'biol-I 'i,G foil ow r1;

,rîas e.fid-erri; 't!ià'ç the farmeïs t¡i*sen for tiris s'ru$; Yiere opeïaiing

ncire }aiiri- 'bl:an ti'le ¿v-c-i¿.d'e íaln in the area a¡id- lnreïá? .t1ût -fepïesell*

'r,c.i;i.,'e of the erep*" T!Lc :.ire¿ colrL¿ì1 11o'.t ¿¡li,Tcrinebcl;r i, ,C?-t 1,36'

acr-'es cf l¿¡d- af r'¿l:rch arLL:r 999E6iì- aci:es vre::e inprol'ed" Ïet, tl:e

ci:opping prog:laliis fc.Ilorveå by the a-t:ea, ¿\rLù 'blie farms stu-d-recl-

t+ ,.,.'-l- 
r lrt:
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$ABÏ,E ÏV

AVffiÅGE YTETÐ ÁS'D YÁRTATTON Ti{ \tr'HEAT' OATSg 3ÂRT¡EY Â]{D FT'41( T}T

1{A¡{TT6BA AND ffiCIP Ðlsggrffis # a ro FgR rffi Pm,IgÐ L92L - 65

Mean Varåa,rÀce 0oeffi.cient of
,.fva"rrataon 7b

Crop 9 10 I/lâ.n. 9 IU Mffl" o 10 ]lfan,

Wheat

BarIey

Oats

Flaæ

Rye

L9"3

24

5L"1

c)" o

15"4

2L,5

26.3

54"7

9"1

L7 "9

lB" 5

24,5

5L"4

B"B

16.1

lL"9

)4" )

L47,7

3,9

ct"Ð

1r"7

57 "T

1-54"9

5,5

L5"5

22"7

64"e

79"5

5"6

8.2

2B.T

¿+60

52'L

22"6

19"1

27.6

28"4

32,8

25"5

21,8

25"6

52"8

28,4

2L.5

LT "9

Sor:reea Tfeather Data for Yield Predåctåon"s Un:iversity of þianåtoba"

were verãr såni1a,s as åt ney be viewed frola table 111" The Wpe of fasntng

ån the â,rea wa6 uostl-y p.txed. farmång w"åtir beef eattle beång the predom:in-

a,nt Iåvestock on most fa':ms'

Bhe J-ong snln average yåeJ.d. ar¡ð variation for wheate oatsu barleyu

flax and Lãre sunaatrized i¡. table LV inôieated that the averag:e yåe1d arid

varåa.nee for the area ïías higher h;næt þ:ne prsvåneial avera€es"
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lfatuqç æð Sof¡ree .of Ðata.

lhe data w'as eollected. fron the BJ charter members of the Weste::sr

Manitoba Farm Business Assoeiation who organizeð the assocåatíon in L96L.

It was felt that a more eomprehensive study eou1d. be gåven to the problem

of risk by consideríng only members who could provide a conti¿uous flow

of fj-r¿aneial ånformation for the 5 year perio¿ (f96f ' f965)" For this

reasou onþ lp members v¡ere thorougbþ studåed. and evalua,ted' Thereforeu

the ånformation was treated as a popuJation. (fUe eanple was krow:e to be

not rand.om)" $uch tæeatment i:rvalåde,tes any tests of signåfícance that

aæe based. on assurptåons of random sa,mpi"åtg" k¿ferences based. upon oase

etud:åese though they d.o not permåt generaliøatåons on an ontire f'a¡rn

popuåation, provåde us with new ånf,ormatíon in the sea'reh for lsrowLedge'

ft35åght on farm problenas is gained wh*ch se¡.res as a gUtde for

flæther stuôies on risk, ff uacertai:aty ie the nost restråctåmg factor

ån the deeisåon making processe the eval¡¡atíon and. d.etellmånation of

varåo¡s attitrades on uneestaenty ås crtrcial to understa;td.ång sueeessful

famiag, It wa"s bel"j-eveð that a more aaeurate anaþsís eoulê be nad.e

on a gËottp which had. rel-iable sourees of fiJæincíal informatåon than a

sanple of representatåve fa^Ems with ned.íocre
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reccrc.s,'i to esi;aål-isjr f a::ruers c a'ci;i.i;ud,es to,-'¡a::å risli, 't'.:,ro

qu,esiion:ia.ire s (c,;oen entl i;ype) -r;ere conår1c'Led" line in iire iail

\96L a;.r ¡. se+oniL J yeats iaì;e:r ii:r '¡h.e su'¡¡r'eÍ of 1966'8 iiiarlr

quesiicns \rIël:¿J lepea'Led- 'bc establish whethe:: the:¡:e -¿ol-id" Ì:e any

cha,nge j-n ihe etLst¡ers over: tlre fj'¡e yea.r pe.*iod-. -cuÏi;j1j'-singl)¡:

mä.35f Ð,ns1re.rri l?e-ue e::actly the sane, reflectiii..g sililas a'b-bitu'd'es

anC- ¡¡alues.

Flee ::espoÌlse o.ir-estions ::aiher i;han cthe:l formel a.ti;iiu-de

scales e.¡ere r-rsed-, priina:i:.iJ-;r beca"rrse a nol:e åescriptive;Jrd' quaiiia*

-i;ive r¿easç-re cf atiit,ud"e 't,c,wei,l,s ::-ir-sl¡- .r'las sou¿'tri" It ','¡a,s fL.-::Lher

'l;elj.erreCi 'çhat sone ,l.eg:ree cí qu-a:rtitive r,reasrrre of at'ri-j;r-id-e cot-.]-C-

be cbtai¡.ed- f::on tl:j-s ncthc¿. In 'chc f::ee ::espc;rse .Lecl:r*iq?-r-e tire

qu,estions weïe ¿isìteci ir: su-cir ¿ì !ï¿l,J as i;o allcw Li;e resporrclen'ç tc

a{is!î.J1 bhe ques'1,ians in his c,v¡¡r'¡ords" i'1; i:e::råi'¿ec tire 'lzÍt:teÍ'¡a

eïpltess ir-r-nself iin e wid-e va-,:ie'oy of riiays" It a1.so brcuS'j:rt out i;he

sr-fs¡s.ir¿s conient, af atti'uu.d-e" Ii helpe,l establ-ish cevtaLn :re-i-aticrns

be1,.rveen. d.iífe:reiri; a'çi-ltudes ¿nd be blvee::r a';zi't.Lrcles i¿cå tr::e !n'i-iviriual-

+pe,ra';t::. ?eca.-nse ihe =e::pCnilenl l'¡as Í'-i::ee tc say ãs ili-tch. crl aS lit'cle

as h.e pieasecì. anil -'cc ÉlltIir'isil l:,i,:¡is;elf *ii'ir vj5*r ¿nð eir'oì;j-3n-t if rras

eas¡r .1,.r jit¿ge 'i:;, ¿i," wa;" bre ::!:.s¡,¡er:sÔ- rlie s:r,iie.nc¿r cf -Lhese a1;titu-d.es"

7 TL-*"* recc¡d.s !"rÊ-r:e å,llf1'r;-?.iL¡i ::.udi'ced- s.nd- =¡e:rifieti- fc:: pos*iì:l-e r:::rcrs
by ti:re ¡epar1:rrie l'; of ÀE-ricu1''i,^u;al ilccn-o¡itics 3" ÍE::tt -i'þi. ürú-re::s-i 'c*''

,¿l !'\¡¡v:-i*ha"

3 l, **rçt e cf t1:.e c.,ae s"bi*nn¿í::es l:.sed- ln L9ç4:- *C" Li6'i r:re inelcå*å in
Itirpe:låix It..
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l?,r:: *;Ìris reä.sci3e -ii -:¡as essential tc ::ecc::ci e,1i the cJ-scussi-o-lrt

::ega.::C.iess clf ii;s appa-rent :celeva:tce" ]i'e:rJ,- cÎ'úenthe farne:r el:sv{ered-

i;Ì:e qrzesii-c::s dI:rect.-Js -rtibh ¿¡- ¿i:: of ce::';;i:n'b;tru 'LÌ:en b;'r slr*$çf ¿l;ni;ial

qual-if-?.catÍcrrs scaieù hiu:self as to ihe ilpc:ta-¡.,ce of this problen to

hi-:1,

.4. sie;:ila::di zec]- i-nte::r'*ier,¡ ,icrn was u-sed" to c.'rerccne sone oí ihe

j-rherent C.isad-va:riages of open end. qu-esiions. ltll ::espond-enis a¡srre:-'eC

ilra rr,oq-i:ì n-nq i n tk:e S:,.te CrO-ef r;l:.i C::. nerniited g:-eatCr ir-ni fOrrii,"- :;rcl

a jnore ::elia"b-l-e ccrlFaiîason -hetçeen j.ndir¡id.ri:ls" î]le irr'o¡1emu .nc';rer,'Êl:u

;¡a.,.1 seleci:ng the ciu-estions v;':zi-ch appeared- 'ro l¡e tl:e :nost ::,'el-ev¿-n-b i;i

r:val-:-:-ati;rg a'etii;u"cies on rislo: a¡d vaiues a;nd. a'í .L'.[e sa¡re tine i-¡:

ob'btí.c-r-g a cornp-- e*e insu:ance -reco:C-r r'.,i ihcr-'-*. r,tal.:. n!; ;he j.l.ten"-. e'':

-bOa -i ang cï ã lteîe appraval of whaie.¡ar .r€ts asiceä. 0:l th,e àr,-eï4"3ûy

i¡-ie::vieçs l-asted. abo-u,t 2 tc 2"i h*:;rs,

lhe qu-estion::a-ir:e ïras Yery clasely consid.e::ed-, iild- ';.'olrCei- so as

tc r:eínta1n cirjec'ci..-e ind to a".'oid s'iggestin3 e-r'ISrie-TS" Iir celtairr.

:Lnsta:ices, especially viireir. i'L ap'--6sred- tirat a àilcci o-uestioa ':oul-d.

bave sLiggested üiì lnsîier, tire inierv:-e,..rer hega:r 'blre quest:-cn r¡itl:. arl

e:;Ëia;ia-bi cn 'çt c::eate rsal-anee" f i:. ncst csies, the cr-iie s'cicns crea'bed-

¿r cl-e¿i:: pictu-,:e cn the sr,b;cci neiier ¿.:rC. a'.-oiCed- ücilecsssaq,r

er-ple:raiions- If a c¡,uest:-on, means 'ijffei:eci thj":Lgs i;a d-i-ffe:reni,

leaple, 'Lh.en there is nc 1'.'¡;- 'úlLat tite ::esponses c3.11 be tnea.rri:rgfu11-ir

appraiseci, 'Jhe dange:l is bÌ:at gu-esiions nejr anlleÐff 'cc ex-press bt-¡.t o¡¿e

sirg-i-s rneanin8 â.nd l.rât noi p;:ovid-e th"e sai¡le ]';ind. of stinulas to
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the o]:je c'Li-,ri'r;¡; a;rù c3-reÍul- -;crd-irrg '..¿js 1.'erifieaL by '*es'hing

'the nr:-estions on å s:rôuc of .frrneiÉi cL,Jsicl-Ê the sa.ilpie Ë.ree. ;\ fe''Jí

q¡u-estions -fere re\'do-rt-ed- 'ço obta.i-iL cia:r'i t}t andr sûine ríÐr€ aì-eieie d as

being j--::reiei¡an-b e-td arabig"'r"cu-s. Tt l¡as fcu.¡id" ';li"a'L' in naqr instal1ûest

a ,;ioseå end, queËticn s}roui-d- }rave been u'iilízed-, to cl:tai n relevanc¡r

¿ìJld renove åcub'¡fu-l- coding. Howeve::, sj-nce tire pu:pose of the siuÔ;r

î¡as tû d-etermj n.e i:::o,,'rlec!"3'e c.r !¡4nor"a-nce Òn fa.¡'n-i ng:risl"s and- ob'i;rin

sorqe rreasria^e ún tltei:: ¿il,itud"es tcç'¡ard- ihis objec'b, a ccrrtbina.ticrl of

lulcihoås a-p,oe':::ed''¿a be îlcre tr.p;o:!lopria,'i;e"

rfire ruajo::-! 'b;i'- cf questi ünË 1,reïo p::ii::ii:rii;. '-ìçân qtrcs'õ"iÕn.ss '"¿;i\it

sot:ie clcseå encl, a.:rc.l- sone ¡-rc;l eclÌ-""re iîuesti crl*-tO P::c jeciive cJ.restians

r.re¡:e used ç-Cili:l¿rii;t 'uc -r:Cji-cc'r; a¡:d- Co¡fi::n iÌre fa::ne-Csr atti-tu,cle" Scne

åiffrc*ltiçs were e.çperienceå in rreasu-riru*; attiiuåes 'co-iratd-s farni:l3

:risks, bec¿¿u,se cf sone j-nccmpleie a:rs'"¡Jeïs l,'hicli c::'e¿teå gilps in cod-:-ng*

Ii; na.r:¡. cascs, the:respc,:åent'üci noi clearl;,'fB-ll- j-:t on.e sj-recific

+ategcl:¡u brii bcrC-eredL on tlvo, thi¡s a¡rrbivalence witLr regard- .co

classific¿hLcsn,,',r¿ì,Ë o\.el:ûorae i:-r rne,ny ii:is'carrceï Ì:¡i reco-rcis-r'E La fu-ll ihe

in'hei:.'¡ie¡¡eees response" I'; l;a.s f'::rihe:: believerl- +.,TLz'r cev:l:ain i<ey

rr*::rls ','¡cul-å be inpc:rtanL in ccn'lent, anaiys-i s if il; we::e i"npossihl-e 'Lo

scale -ti:e i-ten :"n eu-es-[-i-on" í:-'ol¡t Ì;is a:ler¿er"

7 liLac*c'ry'e E"L, anct Tíiaccohy Ì',{a,cirar, TCe l¡Íqr'Êei1" ååo-o-i ç-í-Þ-qc¡el
Sc-ience* itlancibocli o,f, Social Psychol-c6;r"t i:i:" 4-5Û*i5"

rrì-" :¡uesticirs asl:ed lbo:"rt soneojte oiÌt::: tna:r'¿hc ::espo:ri-eni" the
a.ss'L;--nrp'bion is that tÌ::.e:respond.ent wilJ" pr-,Lt hinself in the !lace of
the cther: pei:sÕr-Ì, sc';irat his eJrsr¡er l'¡i1.1 reÍlect his own attitu.åe.
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Gertaån preeautions were taken to obtain ínte:saal validåW

ay¡d. exbernal vaLiðity" Internal valid.ity was obtained. by d.efi:eing

the u¡råverse and. *ts content" Tn d.efin:tn8 a l:¡riverse of behaviour

the guestions asked were dårected. toward' åts content" å.e" risk'

The eontent of the item nu.st belong i-n the universe of risk' triach

item (qr,:eståon) was &íscussed. with G.E. Ackerman an'd. J"P" Eudson to

d.eterni¿e whetber theso items grad.ed the farmers on risk attítud.e"

ft was concluðed that only 12 itensll showed' inter^ng,} valiùity'

They reflected. attitudes to change Í3r r:nproven practicese or in

econonieally proven recorfiûendationsu attítud-es to the use of

borrowed c€,påtal a,yrd. attitud.es to\re"rd.s spectaliøation, lhese were

eombined to measx.lge attftud.es of eaeh farmer to farm br¡'siness

risks. n&ny other questions eoul-d. he,ve been askeê which nay have

yield.ed the same resur.Lts' Howeveru it was believed that tbese were

the nost pertinent questions at thås ti"me period'"

.an attribute belonge to the univerge by virtue of åte
content. flhe ånvestigator indåcates the content of
interest by the title he ehooees for the uníversee a:td

all attributes wíth that eontent be1on6 to the universe"
Shere wiIlu of eourse, arise borderline cases in
practice *here it w"ill be }¡ørd. to decåde whether or not
-uo ¿t"r be1omgs j:r the u¡riverse" The evah¡ation of the
content thus far remai¡rs a uatter that,na¡r be d.ecid'ed by

eonsensu.s of jradges or by other meaJls'r¿

11 f.6u questions were those of guestionnaire L965 section 5g

11, lZu Llu L4e ]le t6s ue I'Br Ip and' 20"

12 stoogfere s"A. -e.P'-gåg' P" 84"

10u



-85-

Precautions were taken to naíntain objeetivity and validåty of

verbal responses" 8wo a4gicultural econoraistsu specialízing in farra

matragenente were askecL to åndepend.entJy scaLe the itens for risk.

(The autbor had. beeome so faniliar witb the answers anð respond.ents

thåt it beoa,me d:iffíc¡rlt not to be inpartial). To avoitL bias, reliance

was placed. on the lceowledge of the two judgps for elassifying the

åJlsIrêrS, Each item vras scored. separateþ" This pernitted. the iudgee

to dete:mine the raå€6 of answers without beirq' influencecl by other

questions" Furthernoree fa¡cmerss responses were staggered' and the

åte¡ns nixed to açsure anonynity of the respond.ents" W'ord.s that could'

easily reveal ååentificatåosx were orultted'.

Fånai"lys the seores from eaeh judge were placed. on a rnaster

sheet and. compared. for eonsistency" fu tÏ¡e najority of easesu they

had siuilatr seores, flhe seores from each judge on oaeÏ¡ item were

tota}Led and averaged" fiæ åntivid.uaLÛs seore was the total of the

twelve averagp scores,

To fi¡rther test the scorese eaeh indirridu¿I8s total score vÍas

compared. with hås financåal- reeord, There were five åtems used' for

measr:ri4g behavåor¡r i-n regards to fa¿m business practåces e liqttådity*

asset ratiou pereenta6e euruûerfaLlsw of improved. acresr nr:mber of

enterpråses, capåtal ptrrchases versus j-:rternai- eapital produeed. by the

business, and a,nou¡rt of fertilåzer used. per seeded aere" f*re questíon*

naire was used to meagu:re a ty¡re of urtiverseu while a pa¡ftåcipantos

fina¡rcial record. tnåðr reveal- a d.ifferent type of behaviour. ln this

stufur, each were investigated. separately and. then exa¡nined for exter¡rs,l"



-86-

valååity (eoæelatåon)'15 Howevero aecording to Stouff,er to ingtltre

ånto the aceuracy of opi.rrions does not ån geaeral make sense'

gerhaps what ís referred. to by sueh a,a fnquåry are problems
eoncermårEg *he ea,npling of questions and of båas "... Sråch

problems are the problens of ecale a,nd iiltenslty anaþsås, 
-

and are åntern¿l to the wl^åverse, They are not problems of
s eãster&al valíd:ity t 

" 
J'{'

The neasure of accuracy rras not attempted"g æather it was ¿ ¡tr@p"sÎJrê

of eonsistenc5r betw'een ühe eog:råtåve and behavåorial eomponents

whåch was exemi:recl, Inôåviduale with si-målar seores had more ådentical

attítudes to råsk than farners wåth opposing pi"acårq" The greater the

d"ifference the greafuer the dåssonayree ar¡d. the nnore Iåkely the åndividual

ç¿ould ehange to reetore the bala&ee, B¡r eonparlng the two sesres we

were th¡rs able to rank the farner as to his risk attåtud.es, Farmers wore

stæatifíeê in for¡r quarterse Råsk Seekers, WåL1ång Risk Takersu Unwilling

Råsk fakers and Råsk Averters"

Risk seekers were åd-entåfied as faåruers who had a seekirg

pred.isposåtíon to take æisk in far¡o investment and far¡ni:rg praetåces.

tJilling råsk takers had- less favorable pred.isposition to risk" ün*

wil-J-ing risk takers nere eau.tåor¡s, Råsk averters were label"led. as

havå"r:g extrameþ r¡¡rfavorable pred.:isposi i;ion to assune risk"

Oontent anaþsåe was esed to detern:i-rÀe farmers0 value

orientatiorus towaffd leveL of, tiving. There were f,ive queståonsl5

t3 Erbernal validíty ås related. to the problen of predåetåo¡r whåch is
deteraråned ínpeæieally" &te method ås to see how'we}l one rxråverse
eorrelated. wåth anothor,

1Å*? Stouffer ,e!.r_..git. p. 59,

-/ These queståorus were 1, 4 a¡¡d I of seetion 2 aed 7 of, seetion ]
arrd. an¡r other answer that appeared to reflect value oråentatåon
es naðr be fou¡gd ín åppendi;c A.
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. - ^a): Sl-.e '.i. ir-i i"!i-i r,.rì

-val ues,

Tlte:¡:e 'i[ere 3 ca'Le.6o::ies r',firi-ch i";e::e -j-ôen-i;if:Leå froül tae

rjespon,ses cf ';llese qi:esti cns c ]1iïofi-t, lu:n:-'iosu nai;e:crzi c*mf c-tt;z

senu-''i tv ¡:nrì I r+isu::e r¡al u€s* Eacll i.nd.itricìuai 'ras classiiiecì

acccrdirrg 'r,c '';hese catego::ies* Ti:cu6h it w¡,s Í-n-ocssil:J-e tc d-e*

bervLtr,e"Lhe d.eg:ree cf iateiLsi1:y oÍ-bnese values txt: each inaì-ivicì-'.:-zl ,

i'ü Tras p::ac'Li-ca} i,c ïaco61Ìi-i ze the v¿¡.lues f::cril the cj-scussion" In

other',,io::d-s, l'¡-lu.e o:rj-enüaiion ne.J be inie::Ëreted- as i;he clesire cr

¡-¡ioh cf .fa,rne:îg 1;o achievg ceit'Gei^i1 goal-s" -erne::f: i'.rr.o ,::'e:-'e ¡::ofit

*::ienied" incl-icateå ih.at -birc;' ,,'r'euteci a high le,¡el clf i:ico¡re i,o nee'ü

all their neecis" L,ur:.ir¡r or'j-ented- fa"::neis enu¡ne::ate cthe:r vaLu-es,

sucii ¿,.s l "u::u:-'i-es: irips, iroJ-id.a¡rs, tra-v"e lling e:cpeåi- Lions s {;rips and

r:;i;l:er: íî'inr¡e '¡eileÍi-is, Tircse ,,'.¡ha cl-esíred- m¡¿tç::i-al- ccraíc::'h *

j-niLj-Cated_ f,þ¿{ fh+rr tr=nf.ad ã ì'ìâr¡r hOU-se, hOU-Se iiliprOvenents, SelTeg'ee

ed¿cajio;r fc:: their chil-,';eti.o nainienance of ihej-r l:eai-th a¡rd, oihe::

ma're::ial rsnrerlj-ences" Iarmers ro'l:o ,,u¡ere classifi ccì- as secrri'o;t

o::iented" j-nC"icaied- that thei:: e¡nbitions s¡ere io be debt*Í::ee, ic

reijr:e ùebi-free orLo eta.y cuf oÍ clebi; as rtlr-ch. a.s possi-bl-e" T',,

..'¿s al so ;;cssi r;le to ic-en-i;iÍ;r l-ci-s':-re*oricn'i3.-l .i t'nr'-'r '"ì'n -ir-r-;

scaght 'la ra,zLr:-ue.i¡ ti:Lei:: staj;u-= (i1iû aï(l l:are nûi:e Í::ee i;i¡re, ferra

äÍi ¿ 1T¿r;= cÍ r-ie, 1r: cb'5lin otlic: :IÎf1 ]iec|îj-:lT-¡ be-oiì'ts.

It is inportan'n tc no'be tirai tnis ciass-i ficahi-an.','rås r.c't

riu-'1,.;-a"i-J-;r e--clusì.¡e" T:t otirel ',:'o::Csu r" farr:cr :il3nt be ;rofll;

o,''ien.tei r"¡l:iie at the s¿.i::e tinc rtr;l-f i, 1'::rù::iesu n:.ter'ir.l- caifcri,
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a,nð be securåty-uånded.

It was hypothesi zei- a.s a workårg ffiothesis that oråentatione

toward profåt and lr.uniry were positåveþ eorrelated to rapid" financial

br¿såness progressg whåIe securJ.ty and Leisure orientations were negativel$

co:related. to rapid. finaneåa} busi-aess progress'

tr.ånalþ, another method was emptoyed. to d"eternine farmersî

åneome aspåratåon" Two questíons were asked - first as to w'hether

theår present }evel- of åncome wa,s satåsfactory, a bit lowu or coll*

std.erabþ lower than desired" and. a second proiectåve queståon where

they were asleed to eompare their income to that of their neåghbor:rs

and eomment on tbås åncome" By conbinång these two questions a¡rd

tlreår net fa,rm ineome Lrz L96L-62 anô 1965 fa¿"ners w'ere classifåed

aceoråår.g to theår ineome aspiratíon i.n four groxåpsa a,mbitious,

d.esårablee Be*åocye anê satisfactory. Anbitious d-escribed. farmere

with exceedångþ high ùesires for superåor iJÀeomeu deEírable with

high íncome aspårationu med.ioere with ¡noderate aspirationu while

satisfactory represented. fa,mners with almost complacent desåres

rega,rdång income.

FåualJye by the ì.lse of statiståsaI tests in was possåble to

test the general hypothesis that attåtud.es of yow€er farmere towarè

leve1 of i.neonneu råsk and level of i-ívíng were different from ttrose

of oLder fa,rmers.

Ana,lvsås of Insurar¡ce Sehemes

fhere ere three nethods wbj.eh ne¡r be enpJ"oyed. for proteetång
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3¡t.i-lÐt .=:isl:: siiua.1;ioris iJ åvoíd-ajr,Je 2) prcvcni'1 cn ¿¡:rrì :retl,uc1,-i crr enrÌ

i) c.ssrLrptj-cii, Ti're la'¡;tejt rJteir be iu:rth.e:: cl assified- j-n a) irt -rc-*

la¡,*it.:, (nn'i'.4-¡., \ ' \ /^ \
\evv--. - '!Jlc ls-s)¡1.'-c ) ':) ':::\3j.cjl Iicrl]i!i -; l,:llll'e lccl

c) :pecuì-¡.'sio;L (lr.cc¿'iir;) :.'rÍ c) cor-rlrir:.ij,ci; (iri'rc:sií1ca'fio,Ì an'i-

¡-:octi-ng'). TirorigÌ:. the two fi-rs-b :leihod-s ii¿elrô p¿r.rrt r:f ::isl< rnanageÍlents

flcì- ¿le e::L:.'e;l':l;' i:'ilc-r;:'*'it Lj'.c)" .,'e:i:e itcl fu'-l-J-;' c:':e.lrincil iri '¿l Lis

s'Lud¿'" Tn this ciuiÌye only fo.,::na.l insurerrce a;rd- infc::mal insu¡a:rce

scl:er:es ,,vl:rich âile .oerb cif assu"r-ing ::is}'- -1re:fe üûJlsid-e.red- e;:d disc'u-ssei.'

Si;ccuj-atiöl;r 1;'.:s aiso or¡ú-b-Led,, because li!?,'lrj-icba fa;rr-ne::s dj-d, not u-se

tiris ¡rethccì. fcr herþiü5 rrr-ic::r-r-slils o:: r:tire:r rislss@

,tti:e::e '!veïe nal'rj¿" d.; ff e::ent 'c¡'pcs of folrnal -:"nsurance scitencs

a.¡ailebl-e ic fe;'ners, Insu.rance scbemes r*ir-i.ch rliere cûnsiclc::eci in -bhis

stu-{r ',':eïê ij::e a::d- e:gi,encl-ed. j-nsur*rance cor"¡el:å5e (r'iiirds'corn ¡.nC Ìrai}*

'\sl.o:r:.t) crop ins-u-i:atrce and- hail cro! il'Is-ú-r:r.ncer floaüe:: ins:',;raitce cn

contentc, lÍvestocl: insu-ca-nceu auio:robile insr.:r'¿n""r to liabiiíi;:,'

i¡isu:ence 5 €l.rì!l-o;, er I s l-i¿iirLlby , conpensatior insuÐ Lcc, f ife ins';r*

DJlcee ireal-th a.rrci hospi''cal,Lzai;:-ar insu-rance, acci-cient dis¿ibil{"ty a-nil

siclcness ins-arance" Tnlornai iüsr'u::urce schenes v¡]iich ytere er{ami::eú

are dj.versifj.caiion, cff fa,:cn in-'¡es-'crueiri, a¡å off fa.::ril 'i nc*¡'ie. a"rtd-

eC,":-cation-al- Lraining cÍ t:¿ife* Cash. as sucit l¡¿s ::r cr consid-ered., since

tire ancu-nt of c¡rslL í] u-ctir¡.i;es f::o¡lt irealr'üo;ielr alri i-i: rnos-b cÍ¿sesj '.'Ias

-,^al ¡¡-i:i ¡;¡.t i; qnol I
-.-Jù9J V çir ùli¡G-'-!ô

'"ltjte procedu:rc cilpl o}.ed- :ras ';o d-escríbe the Ía"r:n ope::ato::s ¡rnd

tlrei.r Íerrìs. !'o::rnl a-nCL in-io::nal" insr-lrance scireincs, ca'';cgorizeå in

iou:: groups ¡:rrccor(ü-n-3 io capi'bal iiwes-lnenie ire:ce eva}:ateC fo:: their

ro iiJl i;ne 1.rü-crou-S .aÐpecÏÛ o'
nor'lì n¡'l ¡r-nr,¡-*¡: cir¡-,r -a -:^:*,-.: vaJ._,

a.uionobil-e i-nsurance, firer i:Ìreft,
p"r-rbi-i c !-i aùi-1-i iy r *o 1-1-is i on ¿.ncl ;,tÐs e t "
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å.d.eau-ec¡r io prctcct th-e fa-cn b¡-:.sine*s aga-i ns-i i"rffere:lri caie3-o::ies

of s'c¿..1;ic i:isl¡. il'inal-]-;v, fin<!-ings a¡d intei:p:reì;a,;'j on on ii1s1.r:lP'nce

p::otec'ri cn, r'is}< attitu,cles, -ìncoite aspi::a'cions anô values '";reÍe

ntesenl;er'ì .q¡.å c-rÀ.,ne.r:izeà,

St ai ijìtical,'\nal-l¡-sis

Tìre rel-ai;ionsl:ip be'l;ueen rariabl€s (ind.epend-ent ancL depend.en'i)

mç-,. he er¡.mined i;r. clifferent ,i{âJrs" Tl:e stai;isiical 'bests v¡e::e Iiniited-
"rqi

17
'ço bssicalþ iÌrree neibod-sc elloss tabuJ-ar a.na}¡rsisr*' que.liiative

a:re.lvsis tech-niOles anci c*efficie:r.t of contingency e,:rd. cor::elation

arralyslso sinee nilch, of tire in-fo::natioi: 1Yås q-,-r€"litati-,ree closs

iabul-a:r ¡¡-c1 oi;ae:r qi;::-i-i-l;aiiL.,..e 'úests {:ra:r}; co:r::elations ¿viå coeíficient

c.,Í coniiirser.c:,r) r'reïe the nos-b apprûpitia'ue rnetirccls to iLse '

T¡lru-}ai;ion is o:,:re oÍ ille ilcst e-l-eilenta:ry nethocs cf aui;l;rz'i ng

relatio:r.sÌrips. I-b involves classifj-cation of d-¿lta inio g::oi-r-ps accorci*

rng'bo one factor ancl- the calculai;icn of avera¿es of a second- Íe'cLor

fo:: ihese groulcsè By ì;his ineì;nod' lela'r,ionships ì:e tween risji atiii;ud"es

anc, oil:e:r r¡ariabl es {or a,ny otne:: inclepend.en-i; a-r¡.d- ilepeniì-ent va:riables

for that na'bter) ,ae-ce djscr-rssecl a:id" corrrpa::ed-. The usu¿.I p::oced''::re is

'br: grou¡ the ooservatioirs accor,i-i-n3' i;o i;ire inii-ci:endent (or d-e1;enC-ent)

.rariai:]-e a¡å io add- and averaçe -Lne nu-qierioall vaiues ft:r ihe clepend-ent

{or ind,epen'J-e:iì:) -¡a;:iaJ:le. In i;his tray ii is possj-ì:le tc o];se::-r'e'c}:e

re.l a'¿i oit.siii-o beiween rraliables* -ÈJ' Lhe rrse of cne*\raJ¡ tíc-¡J-ar

aralysis, ihe relatio:rship be'Ls¿een oJie 'i,nclepenôei:i-'c ã-rlcl one Cepenôeni

17_' :er;lsoJ1e J"A"i
Joiin !;I-j Leï ?':Ld.

aricì. Bei:r-nett, !'-n'F'o e

Sons Lnc, L9/,2*
Ste-'ii-sti cal iì{etho¿s. j'Ier,¡ Ycr]c"
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.Jâ.r;a]..le ur¿.s s'üårjiÊd-, lrL e" i:¡¡a w;y i;ai:r-n-ar: arta-i¡,-sis, it is: çcs;;ri--l e

iç sf '.icþ il:e reIa.'cionsÌ',:ip ire¡ueen il'rc ind-ei¡e.rl.c'en''L: eliíl- cne C-epend-sn'1;

r.arieiie e''cc" îhe ¿ene.:aj- si;eps )jls;¡ ìle rr'esljïibû'i, j'ri 't'!:.e fclJ-owing

r.¡rì4Éô-,1 r

f-) The obsel.¿a.i;ícäs are c-,jvicleri -i n'lc se.re=al 3?:otlirs cn'i;ne b¿;sis cí

cne of tlLe fectors" Eaci:. c--a.cs ii¡-s:i-u¿es al-i 'Llie cbscr-¡¿.ti-+ns

-,,,àe::e -bÌ:.e fr:.c);or ixt ri-'i-esiion fr-,11-s vitliin a !€-:T-'LE.LTL illtJl:jÜ"

Z) îhe loiai n'¡rbei: cf oi-,se::v'¿"'bíçrt ín each cl-as:¡ 'i s ob1;aaned.

t,\ Tlie'Loiai of ¿l-l 'i.;}ie val-t-Les fc:: a secoilii-'.lac:Lryr is oÌ:i¿jt-reù fo-r

e¿ci: class"

l:lo.c e¿cll úJ-i,l.SS, 'i;l'rs 'uoi¿i cÍ zbe Seco.nå iar:''çct: iss dj-¡i trLcl' 1,''¡i 'il:-e

¡ri.:ui:e,r: oÍ i:bse::=¡¿:""c'i*n in tha fi",:si cl aS$* i'[ Teíiïz]'ts in a."e::a8eS

of 'hire secûn¿,ì- i¡tl:tr:t"

i.) Í-ìh¿ ci¿¿sses, 'r,ilii-ch ;;-"c b¿:seå *n l;b.e fi.r:s'',; Î¿:,<.-'l"ct:E alå lkie a;rYcllå.3e s

î*-.c )ç!te ser:cnd- tter"c't, a::e-i-;hen e::la.n¡;ed- in a s,i-ngie tab1e"

6r\ fllle .¡ejatir::rship is exan:u-neå b¡r gûturra:t:.ng'che ave.i:ages for ,{;ne

secord. fa.ci;or fo'r "i:iLe diffe::en-t '¡aiues oÍ 'i,he firs'l fzc-bot.

I-b j-s pcssibJ-e'l-:c cl-eier¡ll.in.e.¡¡he'aLni: ¡Jrl"':rel-a-bici:-ship exi*ts a¡.d- uhethe::

th.e :relai;io::slti,o ls 1:rrsrbi."¡€ oï nega.';i;e" li. -re1 ¿.iviai:siiip e:iis'';s wi:err

iliei:e is e consistent it-r.cirei,ì.se o:i: ciec-rease ',',ril:Lch. i;:åic;ll,es ã ilcs'ì'i'i-¡e

ü:r Tlegr;,ti1¡e ::e'ì a1;i*rrshii; ::espe ci-ì vel;r"

Tn a-lr¡o way tafiuiaJ: aca.i;.rs-i 5, iL:-S i:osszÌ:k: t+ exa¡nin-e the da.t¿"

ín'Ll:ree!'tays*l:crizortali¡rr-"3r''¡ica'li;'a'nt)'åiagonaJ-l;'"Tl:lerele"iio::r*

nhip,beirreen the cire*:ge in one of ';he r¡a::ialnies "'¿hiie 
lire cLirer j-s helC-

**nsta-n-b is naej'e cy n*"''''ir:g ircrizcitj'eL;-;r a:r i'erticaiii¡" Tiie
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r'ûl-etiollshi-p cc'uid- aisc ì;e e:r¡;nineå r:Jlen botìr

e:laldling tl:e '¿'l:cie i¿bls dì-agcriai-Ly Í::orii 'i;he

I eit i;.,: "'¡i-*ê 'ie:tttå"

C::css ta.L:i-r.ia¡' ças ti-se d e:C"erLs:¡:e1J-. .{c','¡e-¡e:lc it li'as i¡:i:css-itrie to

u-se'b¿"buiar: e.aalJ.sis uhen the 1;ctal n-u:¡rbe:: oi observ¿r.tions .in e¡ç.3nç

g:fouJl lo¡as toc¡ sila.il a:rc- i.¿l¡.ei: ind-epenrlen.i .¡::'ielle s rvere too i1'fitercii-s*

Sta'ci-s'lica1 :cefe::el1ce û'r suisns.:rJr tab-l es a]-cng '"rith Í::eqnency"

cor:-rrts -¡¡e-re used. v¡}:ene.¡€r Labu-jar i:.rrai¡isis {as .4-efine c- abo'''e) 'Jt aIry

other sta'bisti-caf íreihccl.s di.d- not .Lii:e i; ;he :::ec1"u:reå as:s'.;:l.ptio:n' iì;,'

-hliis ne-biroô. i.rsíiatna'cicl ua,s classifreri- a:¡d" vl¡Ìahles colipll.l:eå ûver

tite J J'ce.-c pe:riod.* ü'his í-¿ri;he:r Í¿ic-=uli-baied- ald. e:lpilasj-zed i-npc::i,azi;

cha:4-es ..'¿'l:-'r-ch occucedd.l;::i.'rg 'r,he firte*l."ea.-,: per:ioå" Ûn.e cf the mosi;

ì¡.{:or"ar:i cc;rsj-d.eratic:rs:'-:r tÌris i7¡rc oÍ iralysis,:¡as;o !1r'.te fi3';t'uo

i;c -t,,e ccntpareå i¡i inneCiate j-';xta¡ositioa"- Lt '¡¿as ¡m;ch easier 'i.;c

corÂpâ:]e il'¡a o:: n.to:rle se:ilies, ';::eil thc¡t '.xsaa pi-aced- in atJjaceni; colum3s

-i;h.an uiren placed- in ad"jacent rc,,;s" Compa;risonfi l'Ic-r:c gt-'ea.'biy íacileteC.

J:ir ine u-se o.C pe-rceniagg, ::aLio, ¡ì'/çrages cr *ihe:: c*inprt-teà

re1¿it'i onships"

?he r¿cre -ec]:Ìrisi:!-cate cl- s¡atisticai ''¿esì;s -'-¡e::e usecì '¡¡heiteve::

t?ie;r ms1 the necess:r_:' :recr:illenell'i,S" Fa.::anet::j-c Ì;ests wel:e r-:-SeC' onl-i¡

v¡hen ce:ria^in assu:rri:'Licns were me-b ¡"nri- tlie cl-aia':¡¿:.s tire¿"su::ed- il, a;r

i"nten¡a,l cr raiicr scaLe, oihe:nrise nct'rpaila¡re"Lric te-o'hs **". *u.i. 1B

iB .-.
úrEDçr t ,*'6 I
i',rew Tcrka

l"lonpal:a¡;.ei;::ic S-tp,tjii,lics fo.i: the Be]*tvior:¿L -Screnc-g"-¡"
lrsG:raw ilil-l Bocic Co* Inc, L956" Fp- l-9*21-.
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-I'or tilis t:easoll mcst cf -ì;he tesis o¡, ?-ssl;c-ì ai;ion v¡ere ,i2 ¡rra

coefficj-errt of coli.'i;ing3¿c.1¡ a¡:C-:it ii¡ües crlÛss tabuj-a;: aj:Iä'J-;rs'j5" l'be

ccefficienì; of ccni;lngencJ¡ ttie2.sr-l::e$ ihe rÌeç:ee cí coni-ì-rrgencJf J:ei:l'rcer:

the tuo va-::iai:1es" The u-sua} procecl-cre -',"ias to e-TTû"tLge ì;he da-l,e in ¡:-

rlrrnrin.reïÌc¡¡ ì.¡jrl-e a-acl calculaie 'Lire X2 u-sin3 the fr¡::lll'¿f,a
v v.: U J:+l v/ ;vJ

ô'r2' - * oo ,'(j;; * Liii\zÀ = \' \ n. :..r.*l -lj_/.

"¿ f irl, .

=?'],l=l l=l

then d"eternj-ne tjle *ei8nificarrce a! tl:e ca.Icufa'Lecì, vah-e ã,I 
"11Ô

precì.eteriniited" l-er.el of eignifica,:ice âlid. s,pplcpriaie ci--^g::ees of

Íïeer1or¡r* It wa.s 'then possible, rf sig.rri-f5-ca.itti-y ciiffe:rent froin zero

ì;o cal-*r:-J-abe iite cc:c"'hinge:ic;r coefÍicient ì:y r:-si-*g ilh.e íc'::llt'la

TC

l¡irj-cii neaslrúes the d-eg::ee ûf associai;ion be'Lio;eea thc r¡ariabies" 'Ìrire

2
ia:r:ge:r the ,r,' :tela',;ir¡e 'bc 1ì ilLe ciosell 'i¡a.s the associ¿:.'bion.

The::e aïe ßerious _l_ini'Let-i-orrs in the '.rse oí ccntingenc;l

coefiicien'c" TÌrou-gir j-i eas possibl-e 'bo d-e-i;e::¡nine r'¿lLe'cher f.r:lere "'{ere

afÐr a.ssocial;icn, il was C-j-fficrfli tç rj-e-i,ertnine lo.'l¡ strorrg 'uhi-s

::cla-tionsi:ip rra.s s-Li:ce -Ljre co::.::elaticn .j¿1,fl. nûv€:q atiailr l;rj-i;.

Seconiìl.y , trrc ccnb'i n5¿ncy c*efficierrte ',"¡ere nût colïipa::¡.bl e r;¡iiess

''che;. ¿-¡s yielrì-ecl by c;cnt'i irgeilcl¡-ta'r:l-ee o.f i;he s¡.t,re size. Îi:-L::cil;-,

).Lhe l{'- fesi; cou]-<ì- only Ì:e p::ciie-cl¿. u-seil riren fev¿e:: 'i;Ì:a;: zAii¿ ai -iírç'

ßgils ?ra¿ e.ir Ê.KpÊcter'Ì, frr:quenc;r of l-ess ibe:t i, l;Ír;'ci:. 'lf 'Llle abcr,'e



-9i.*

r:ì,i:-il- ia'ri-o-1ri .,',,e ïc oïsrtccllte 'f:i. il:re ea:se aiì¿ liee(j- .ilo.Í Îeiti,:J: i:irisLlÌl{-lt-icl.Û

:f ealLLïo ci."

-,Ere-r:e'¡el 
';.¡e r..Ìeïe ahl-e 'cc j:¡ljdt ¡Ìle c1 aLta {c::r3-:ii-ia'"} ;caJ-e)

Spea;':ilo-n:rÐ-il"k cceffi-cient cc:r::eia'r;irr- (:'^; i'r3Ê lr.ssd" llhe'1.:Lrri'LpJ;:icns'Ð'

-¿:ae y.ûJ, aS Se.ficLì,S ¿tS i;hcse fo:: th.c coefficien'c of cgn''ci:!3eïLcJi e,";cepi

'çl.1ai the iie,te ¡fus'u bi1 ::e::z|retl,. TÌre f*::li¡-l ¿?- 'Jget1 11 Ë.Ë

22
ffir.' +"ffiir" * ffial"

S
f-*

?&. x =2 E;.2 )

:i '= obsÊïvation of cne rr¿r::ie,i:l-e oriSilrai Cai;a

Y = oi;serv!.'";icrn cf 2,:d. va::i"able o-'-'i8i-na'I d-a'i;a

1{ = -Lotai n.¡-r¡ilbe-r cf ci:se::r.'a'cioirs

'ir = i'r.,-'r¡-¡iber of o-i:se::v¿ii;ions j,ieLj- aL a. gi':ren .,:a:ri';

'I = the slul cf al l the ',¡aricus l'a-l-u"es oÎ 'l fo:r al I
the g=cr:çs ci .Lieil- obee:cva'bions

!h.e usu.¿,,] Ð::ceec--r-r:re ,glls '¡ci ::¿-:rli i;he d,ai¡. an.-l su'o'';.::ac-i; tiie ci:úei:

fc:r e ach 'i nrliviår-r¡.-1, r 1;Ì:.e p::ir-rcil-'ie beir:g ';1-raÌ; 'bhe sra-'l-le:: bire

r,ii-ffe¡ei:ce 'i;i:e clcse:: ti:ie associaticn" Tbe 'b test ',vas u-seiL 'çi: ii'e'ï;e-::*

räine ttre signifi-cance cf th.e calcufateci vaiue'

l_ejlc.ll: t i o¡, o i F B{'IF*"a-nd- 11q{ir!* L\p e-¡ at o:rsr

rJlie::e aie ijiãlt" =¡a::íabies ¡.,¡hi-ch in.ilue¡.ce ftu:me:rs ? a"b'bi-i;udc -;;c



*,:*

::isl; i-n. lC¿:::rl irrr..es-L:lcz:,'L ,:-iiir -i¡-'',::;tt p::a.c-i;ices" ilcr a::ri-:re a.'l' ¿ irc::e

scphjsticai:eå a:rai;".srs cf ::is]'-'u¡5i1,5 atj;ì|r-r{es ¿r-nå f¿1'¡ilcrs reacticn

ic .r:rsi;, i'u ,¡¡¿s Ùlrpcr:ta:rt 'r,O ltet e a Cl e¡:J-' 'U:ld-O::s.Lar:cì-i-ng a];cu"t 'c.Lie

fa::ms a:rd. fe.¿'n ope::auc::s- The åveTage f¿rn size cf '';l:e g=ûup stuCied-

iir i!61-, vas i1.7 ¿creË xitir an eveïage í':rn ce¡it¿1} i¡r-r¡estme¡ib cf

iJt4.9yZe3" I'u ir¿rû assu-:::eiÌ- 'that the Ían¿s ireïe coltlrtiercial fa.r:ts t'"'lio*e

rnain souïces of incone w¡.s f::on fa^::n:-ing' ll'he f¡¡r¡lels stuCl-i-eci ueie

relatil'eJ;'- yoïlìg, anä had- i¿ ltininun of ! yea::s cf Ía::rdng expe.r-i ence"

TireSr we:re inie::es'uecl- in fi-n¿:rcieJ r:eco:rd keeplnS sì-'ñd- ücccl:rli;ing arr"cl

:È.âri¡sis ¿::rå -'øer:e usr-)åliir '.,.¿e1.1- :lì":::-ilo::räed cn Íil"-t:::i ile:Â¿rsenent i:ractices"

i;no-b.l:e:r riniq-ule Íeatu:re abou:i; Lì:is si;ucL¡. '¡¡as firat -f¡r::¡ire.rs were

esi;ec1 '';c g5-ve iriÍ'o:rnati-on, oihe:: th.an fina"rrcial, tvi:j-cj:r l"¡a's r;"sed- u:Ltl:

tlre'i,:: financial -iecoÍd-s" Âilciticnal essen-iial- ir-:.fo::rlati-on hacl a.lsc

becn glthered- du-r"ing the fi1.re J¡es;Ê.

Far:n Oj:e.ca'¿_c{-s

f¡arme-rs l¡ere priilrrrill¡ scÌ-e .orop::ie'i;o::. ']lhe:ce l'¿e:'-'e fc'ul

îr^rj:',.rê'ï.qhinÊ- '1;',trO Of ¡¡hich r'¡ere fa,'Lher a-Lr.d SOn and. 1,wO Of ',,¡jriCh we;:e
;rL,r ¿rLç! Jr-! Pv t v òì

bi:cther a6;reeraei:ts" Tl:::ee of 'ciie ag'reenents were stili in aîfect j-n

L965" ¡ne cf ihe b::oihe:: pa:r:tne::ships haå ùisl:e¡-C"ec1", bu-i becgu-se

the -far:t -'ras s'r:i] I in cperaii-cn, et the ti rne cf 'çhe s';.¡:.¡eJr it '"vas

inciucled-.

In l_961 nost fa;tn ope::ato::s ol<::ed- ai-ieast peli: Gf th.ei:r.feria

lanå, e:rcept 6 aul; of 59, These six fa::ice::s reni;ed al-l i,hei:: far¡r

l-¿1nd beca-¿se ine;r had- eithe:: just startecL fa;:tlir:.gu J-:i-ri:.i-'hea cap=-ra.Lu

çr ir::ef.*r:r:ad- *a fcll,c,;¡ hitj-.s -î*::r¡tt6 !::actice. ile-rarthelessu ai 'çhe
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'l;irie cí ¡he seccrð si':-re;-, eïer)r f¡-r.nei o''rned- sone la::c." One fernei:

"uyiro had- been. ::eni;ing alr ìris fa::n le;rd- bo'u¡3nì; la¡:d 'because i:e fel-i he

il.¿:_s ::rÍss-'l-ng ou-t oti clr"pì-'ca-l ga.Lns i.:-r far-'rä l-¿¿ð- ¡.nd- ite d"es-i::e.l n,l::e

secu::it;r of ienÌ::leu Ti1 gene:ral, there lJas ¡t gzacr-r,:al- inci:ease in iand

o'..rire::ship, l"rÍiir 6t;"" af ii e far:ne::s j-n i965 co:lps¡ec. io 47'iL in i961"

l¡at:¡rsjls i;eye lncstl-;, ;rci;.t¿' i:tnc:s r¡¡iio irad. sia¡ieci îr,-::nil; a^í';c:' Lhe

d.epressio.ri yea:rs" 'Jhe avera6e age of ihe farrr ope::atc:r: was ij yea::s,

;i bir ';lLe najo::ii¡r {OZ.afiÉ) lessr than ,i,J years oÍ a,ge in. \95L" 0n il:e

:1¡G:fÐJÊ fe-tre::s .Ì:l,cl c':¡irco aLC opcra'i;e d 'ì-itei: le.::l-'ls iar J-i .\r?3-:G"

lirese si;atj-stics â::e j:::esenteô in lla"nle YI ¡:-id. illi"

T,¡]'3L,E YIII

¡lUi'iBlIP, ÄÌ'iD FlIRtrîi\XIAGtr Otr FÅìlii Llj]tr'AllOlìS RE.¡IIùID 0I'I A Fiì.P,iär R,TÁtr.llD CtrF

I¡l$.li[ ,{iii3 IÆiry I:3Iì, A F]]RIO}

i{u,ini:er cf Fa"::m

0pe:ratcL:
cf Tc"bal Far¡:

0 rrer:ato::s
'i/c

Feaneci. on Fa;cn

ile¿:r:eå Off Fa::¡n

ireft for: a ?e-rioå

qc

)

¿

oc r +;,1

+6 Dïia

)",L)i¿

ilc iai iì:iubcr:' 6t -l lll ,',

r,,,h:rt cf t!:* Í'a::läe::s

^- J ,Sii .-:C ;cc,- .:i::.:':å

¿L;!"*: 
ç e r:i:eraa; cr s "'vl:'c

ll.¿.ù þeen. t:e :*tûii a.nrj

cfí ihe Íarr,: o:r leÍ'c

had l:een ::¿.i-,',;ed r:ii

ii-r¡cc'ì- cn a -fil:c:n. é..o¡;rc:ri *a.-ici'i

?--.. -,r-,.-! ^---* Ccl.. 1i lriC: !i- ; Lrf :.r: þ lJ=i- -!

t.he f,rrrn b;¡o l:.e.cì cpe:la'ûe* e,



JIìCì

å .ri1-rf :-1, '¡c¡n a¿il, süe Ìiad ::c specj-al 'i,l¿.j:¿i;ríl cïcítr?'l,

l-ef'1, Ír::r ¿r siioi:l pe:r-iori 'ir,i ::et';-rncci ¡?ieti flre¡ lt;.à

f¡rininJ ol '{;rleij owr:"

ff, r_li --r T1:
:J: i-i :.':

Ii.[üC]i'lllOirr û3 Ci:-¡lRiiTûiìS

Eciucartic:r

îigÌri;Ìr Gra.ì,e o::
-i-c s s

:i-1,'bend-erl h:-gh*
s i:]rocl-

Srad-u¿i;eil fron
nigh scirool"

A'bi, end-e ù .rìiplcila
cou-.rse

;i'i;tenC.ed, c:l
gracl-,;*a,u e cj- fr oni
.iüiversi-iJr-

Freque;rcy ii,
dj. st::ibu-b-ioir di s-i;::ib-'dçi c¡t

li,"¡:¡,i;3-,-¡¡rr-,i, f,7/" '-
cìi-st::ibu'¿ioir åist "

:--- -f ê rì -a! q
// .¡ ç(.;- u

ùu.!1uv-L-:J 1¡l

.L,::. *
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Tc:tal- 6tt I fìf-r' '.

-Ì:2.::rd. 1.4, ïesilet-';i_i'e1;- lcceir¡ec: a d_iplc'rrr cor.',-lSc i:::S.¡:i-c';i;lre"

*pe:raì;ors had. va.,ricu.s :l-ei¡e1s

f:rcn habie lli" Cne*j;hr::å haå ei-bne,r

:. "Lï'ri...c:rsii;;" erÌ-i'-cl,t : i,r" Tlil l.:-:rscst

'it,e-.'-:: rl15h sc1:ocl crj.r-rca"iion.

ci .l:,:::r"..i :ci',,.'::'l::lL :.s r ìi¿" I'c ".ie-,i'l-

r: åipi.ciria cGri:rsc in l,;'r-c'.;l-h'";-r-': o-il

/^. .'\ , ._cr:olori-:r '"6,:;urì lt¿d, not ccr;l ctci.
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få:ûï,ltr ri
1A

ÐEP"Ei'l}EllTS -7 P¡F. F.,l]ììri Ii:I L96], i¡.I[t L965

id-¿nì:ei af
d-e;rend-er:ts

.j-iÕJ

h'".,¡cbe-:: Fercenta¿'e i[usbe:: Fe:rceilt.l5e
ci of fa,rns a'Î oî farms

-1- Ílltills f¡-rns

l)nz.nc-n-1. . "o
!qñl' u:ie.nJc

5 8"47 B Li"la *ij,J

1 i"as J 5,08 0

ts J,j "J6 
' 

I, 4T 6C.0

\i 22"C3 L9 i2"?- *i'L"i8

3-t, 25,'l j Lt 22.A3 -i-59

10 L6"95 7 11"86 4?,86

4. 6"7e ,4 6"73 0

? 7t-V9 0 û *10Û"C0

Total ,9 l-0C"00 59 I C0,0t

il1.e. i"+2 j.AT

4..-

Tjle iotar nu¡nbe:: of d"epenåents pe:: f¿"-::m increased f::on J.Cl'co

i,42 -Ln. L96\ a"nô- l!6! resi;""i'i :.:slg" 'iire a'¡erage :Îari:rl-¿r cons'i s'ceù of

a wlfeu hul.sbarrd-, tnõ- 2 ch"ildr"en. l'he::e veTee hcri'ever, th.ir*iee:r ¡"nå

se!¡en bacl:elo:rs a'5 ihe be6;:lr:ni":tg." ¡rncl, end cf hlÌe siucl;' *celí:d- r:e:pe c'bi--,'e]-;'.

Oí the l-rticr Sïo'úrlt, -ii.¡e rrd tt,.-o .¡e::e 1.1-r:-n3 ::ril sulrpcrti.:l tl:ej-:

païents in iire ::espec-b:Lve i'earso

'-y lelreniLent+ * a:re CefineiL as people financiail-y åepencì-er.ri ci: the
fa-rme;'... A v,":j,fe ','ia$ consir'l.ere d" â.s olfc riepend-ent"

o

t-

?*

)

4

6

7



.-i-(-) t"-

irspec¡s _gi f.ar-ns.
i l.rr; ¡.;;li:¿:.-i,-: ç.q

0n i:rosi fa-r.:,rs 6C tc ii,-,. ,:t T|Le +ur:JúeL .Î¿'rn l-a::d r'ies itri¡lc',oe å

zg¡cÐEe? used gainiy for cereal- cjlcil pïc,d.u-ction' llhe ila,'in c:fops "reÏe

-;th.eaÏe ûats , 'ta::i-ey, a¡-r-C- flaã. lr-u:i ng tile five j/e:a,,r] pei:iclrì-e a gradua'J"

-j.nc-ceasü i::r ir:ri:r:ovû+ :.tül:ea.ö-e alcJ- i¡:. casn úro!Ê u¡;'s e'¡illen1; al-c.r¿ rr-i ';i:.

¿. ccniiru;-c,.as leð-ucii on in sr,-rule:ri¿l -l cç" Ferners 'J¡aineå ¿ird" cica::ecì

new ia¡rci ','¡i¿ic]-i e.cì-lieci i;o their- p::esent cu-itiv¡iec.ì- acre age. tlIey al so

increasoü- tl:e-i::- seed-eiÌ- acïea8'e by åecreasi:ig s=*rurei-Íali.J1"¿ i:rr:ru i1¡--?-ZiL

:-it J-!6i- 'ç* ?-9*4j"¡; zn L96i" /\ i'rro:rs c1e'r;ail-ed. arrä.Ì-¿r'sis af thr: cllcìlla jli

jr:rD8ïarl ]]lf;;¡ bs olJtaine cj- l;)r ei:a-lr'i ¡"i-1.3' ia-Ì-'ie 
"'I.

I:L.-': : : n':,i'õ !-r'il:';.3i;'.ìll3

- 
'r-.a- --,";Lc¿l:i'ç¿li ir:veo'une,tt2O pet ir:ttt r;.ås ii4,9 ,?)B7s ri:nd-

¡!81-2182 tn L)6:t a*ûd- i965 respectivel;,'- îL :r'ejr::esen'cerl- a:L llicre¿se; cf

|j'¡i oltr:t: 'tl,.e J J-'ea.r -pericå i',iie:r c;,tç.l:essed- Ln r:ú-t::r:et:-t n:'rl:;cL va'iue"

!Ìnis c¡an3:e 1ï¿:r-s consj-rj,erably lowe:r ill:¡;) r',.*ien ad"jus'cei- fo:: ca¡ir-iai

ga-ri:¡s * ]t'a.i:Titt: iîere Ðt::û.LiÍiecl h;f botal. te;trt cup: iztL {ra';iteo- C:r rentecL\

i-nvest¡rent in four gïô"¿pú; iess thæ i¡40r0O0r ii4-0r0C0 'ho l¡60sCOC,

Í!6OrCIOC tc S8O¡OOû ¿:¡C- ll30rCCC an.,f oyer t¿hich r,;r-'::e ii.e-rri;j-fied es

¿ratn:: T, II' iII, ar-l'd. IY ::esi;ectivei;., IÌri's c.l-assific¿r.Ì;j clL pe::lriì,1;e d.

e r1ìOï-.ä aúCr,:ï¡,1;C eyel-u¿,ì-,üicq Cf -Ûe.ln i¡..¡es'bnent a:lå SrCSS -î ilcÛn]Ê*

liui-rd-ings vËre rct 'i nclu,.lecl irr a:-:ri.¡i-rrg at -io1;al- fd-rli cellÌtal- *::

'çr:ta]- fain ¡lsse'çs. Ilt es-*sÉlsing t}le narkei velue cf a co:.1¡:Iet¿ ^ilarll '-i-1iic

'¡r:-il-,-i-ings åc riot ilari;ecì-};r c.ir:irige lts ¡lar.riet '¡e"l ,:e" -'Ifirc'.¡cl-"r liirce fa;ners

r"r*::e s';iii rcq-ui::eä bc ilves'b capita,l- rrr ì:";il-ùÌ-ngs alù i::roi;ecl ti:.elii f:rcli

)flt*t Îo''c"L faril capit¿]. !i1.,r¡¿gt:tcnt coïrsi;'r1;s çti 'çota,L asse'Ls r:-v,t:ed- pltr-s

= 
c "oi, r t :'.- :.: s c'ç ç "
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T'ilke '[Ìie;r 1'¡g¡g 'iisci":sseC. ej-id- ¡isse *sed.

lle;rne::s baC e;r eveïage l,:uiJ-cìiri3 inves-ì;i:rent cÍ l|'Is i93 a.rrd-

li2LAr)it-i, rn 1961 *lcl. l:-j62 .rospccl,ively, ::epreseniiilS ,-1 t¡}ii j-nc:..e¿se

cver: a i yezt period" as e:.ryected, snall-er f¿r..rrle::s liad- a la:rger

per:cen'r,cije of ihei:: in"'¿es'tllei-Lt in br-úJ-d:i-ngs ¡han- tl:e larger ollese

ß:roup I a;rr-d- ITI- hact'bJ:e J*a:ges-'c cha;rge:i-n investnent" TÌre la::-"gest

in,rest¡nen'r;s rveïe in lend a:rd ¡l¿clrillely nral.j n5 a-botai cf 6@á'bo

|e7L in 196i a"rrd- I$6j r.espec'Lively- T¡ves'cment ir¿ l¡nci inc::e¿rsecl

fra¡¡ =;6 'cc JA!1, at c'rrrent values o:r: f:i:oin i6 t'o !,Ti'i vi:en ad-jus'Lecî

fc,r ca.pltal gains, 'i'lle a,ìjus'cecl .¿¿r-l-u-e conii::r¿ed- -Lir¿t sn¿-rlicr

fe-rl;iers hail- purchased lnole fa.lrit l-a;rci tli*r ia;rger olÌeii -,;ho hacÌ

i:enefi.ttecl greatly Íroin inf-l-a'i;-? oire.ry nï:'iûes. t-ÌLi-" nal¡ i¡s i's¡jfiecl

by e>:a.mining 'i;abl-e XLVIII in Appendi.:; C"

O.re:r tire five ;'ea:s, :n;rcÌriner;r and equip:lelt ir:vesinent

crec¡:e¿seci itoi't 2-l',; ;o ?-{," (e:lpressecl in c-t¡rrent ;la.rllei valu-es) or

na,intained- ii;seif ai ¡resent ler¡ei ','v-he:: exo::esseC at a.äjus beci

.,¡::.lL\es. '-'ìrougir naciine-r:i- and- eclr-r-i-p.tle:t'" shou.lct be alr-l-tl¿.]-l]' :tevaj'il.-

aied- i;o årrlive at e. fa.iv ¡rari;et vall:-e, ii; was noi lllactical to

folJor.¿ this nethocl- r,.¡nich üaJr â.ccou3+ for ihe cb:op-rn perceniage

i-n¡,"esinent "

Fali:'¡rs ì:.r-d. p:'cpc::iilna.icl;'''¿lr-c 5ll:ìÐ Sltc)-L-r:ri o-l '',.'L. esi:¡rle:;'L

-n ;lacbilie-!-,r e:rå eq-.upnciru :reguid-lc:¡ cj :i::e" They ìlldr,t:.;rcvel,

n 1 ^*æ- -¡a-.-i -.t--i r:: j_n ¡ilt-.Cltirfe:f-^¡ i n¡rês'f 'rrr- 1_: nc:: ".c::C t','!th t n aïe:rA$ec. ¿c+úç r*-áu+u-: 
-r- 

:.,uJv----¿v--J

at !Å2J ra-ngiirg frorn a l-on oí f}5 to a ì:igh of ii48 anå v¡i'¡h. ¿ln

avera8e of iiSOr -ranging Í::on a lou J e;iti. a hLg'n ci iÍSl in L)6L ent\



*'{)it*

a:.i !)65 13s:e3t:"'e1.¡.

Fcrn ,Cebts i.nc::eased- ;:y eii ¿r¡¡eïa¿'e cf i$iOr 2-e+ {Lzr')'") cver'' a

! ;rea,r pe:c.'i oci-, Tliís ci:.a:rge lrå,s es;oe ci-a.l l-;r eviåent rùen ad-j'**sl;e'J-

forcapif:rlgainsanô'coru,pa::ed-"bcito'oal¿'ssei's"Sne-lie:::îê-irners

ìiad- propo::tÍona1;ely aorte Ôeb'i;s than the large:r ol:iese ;"et ';'r'hen e1¿*

ï:::esSeC. i-n c,.:rr-'ei:'i ctoliar v¿l'r;-es ì;Ìl-is cna;rge treS not as apparen"b"

Grcup II :¡raC_e -bhe gree-'best ch-e-.rr.ges, bO::rcWing no::e a:rc- :inc::easii:6

tÌreir d,ebi;s ir;¡" (fO4ili iiL2e265" As a 'Loi¿i. LqrGilIre farme:r:s b*::rovíeå

¿s ¡rruch e,-s ?-A,j1tr a:ti,. 2b1/â of tjreir tctal- fa,rrn ¿.,sseis j:-n 3-95L *.r'ð. L965

::espec,;ivel¡r* jÌto-na.b1y the nosl sign:-fica:i'i; åecr:eases otclrl1l^eå in

reni;e<l ia¡,i- ancj- li-,,"estcck inVestnen''¿" Everi i'rire:::- Ía-i:ns J:*ca"mr:

L-arger íri. srzeu farme::s ::eyrteci l-ess la:n¿, a C-::ap i:ccrt Z6i'L I;c LAi/"u

ui,r,ir Grouçs I and- IY sieowing tJ:e g.rea',;es-i; cha:rges" Tn li..'estock

all fci::c gïaups h:Ld. propcrj;ic::.atelJ,¿ less li-t'es'çoclt in'"-esbnertt'

Ìda:¡.r ia.criiers irad. decreased cr sold thei:: -l-ivestocÌi iie'ces" G::oup TI

dec::eased- i-is a;i,-erage investneni by {}62 d.espite certa,in inc¡:eases -i-n

hogs. on ihe other hanå, G::oirp I and IT inc:reaserì- 'thej-r a\re-râ3'e

investri¡en'c by $2r1-8zf anð :il|r[=;i resi:eltivel;r, a 'suhsi;a:r'L'iaJ- incr-"ease

ai jU¡!" a:1ù jz!)i, Tei, in spi';e cf 'Lliese cyLa;:"!¿es fr¡.-i:¡Eelrc hacl a

rirjlail,êï p.r:cpo:riion cf ì,}ieir investneli'ç in J iYos'üL-clio

I.a::nre::s ha.d i:ed-u-cecl i;ire n',¡¡lber cf eniel:1,-riscs frcil a¡ ave:la¿e

*f i,i ',"a Zoj Fer :ta-rn zn \96:' en& L965 resp¿c'tj-';'eLJ. Enier¡-rises

*cnsistccl cÍ casl: aîtrp, cati.r'-ee '.ì,ai::y, hogs, pcuf i-:-r'.y end- o"[he.rs" IrL

L965E j fa-:rrrier.s ha"d- ciri1,'' cICìi; p-fodl-r¿-iiûr-r. as í;he:-:: fa,;:rair:g enier;:r-:s-,

r:*:tLpe,::eû- 'i;c 2 i-n, L?6L" llli:e i;rerì"ctnznen'; r.u¡t'o*:: *f ente-r-'p::j-ses l"¡¿.s fuc



.A cieíiniteili-ri cl: ,:cnsis;'Led" cf eith.e.r crc¡: e;ld

trend- to speciaìizatj-cn ani- jlet';er

Farn Inco:re Yai'i a'c:-on

hcg o:: c-rcÞ a::iá .bce-i.

ent e:'c::ise :; e:',:is ie ci"

1r.n ainal¡rsis cf ï¿'Jlailce (bwo way class-¿íicai;icrl) '.:'as l:aci-c ol:

the -rati o of ne-i; farn incoiìe ovefr ,;cr-ba} inves'¡rnent2i i" d,e-Le::nine tne

:i-ngOüre v¿.ria,'¡:i-on i:e:: ôcllar investi:reni; CVe:: tne five ;\r-eÍjJ fre riCC-. A

::e,iic ïirå.s -nse.J- -rathe-y-. tha;t nei incone p:rinaril,,v becan.i-se Eone fainers

haC- i-nc::eased i*n 1p.:tð-y machi-n.e::y a.rr.cl- iivesiock -'Clicl: l'¡oulü. l:a''¡e ¿åileå

Ì;o i;ire'i¡a:riatj-an cf incolrie" The l-úJpo¡re c.î tl:rs'cest';ias ic d-e-ber¡¿ine

y-ear ì:o J.re.:;, v'¿¡:'i¿rtio:i:. in- inccnle witl:' siuilar invesilner:.'b c'¡e:: the

enti"r:e 1:eriocì." 4 st::r:ng a p::i-c::i argr.''i;le::t lliìj¡ i)û r''aiseå lc select;

ì;Ìle raiio cf cu.rent ¡le;l:: i-ì,et í¿l,rm insçine ûver previcr-rs J¡eaÏrs in--rest*

raeiris cn tne assu¡rtrticn '¿liai a cey'L¿:r waiii*g pe::iod- is reo,r:i"red- íor

aC,clitíonal in'restnent tc i:rcre¿se ìncoäe" lire ';est was n¿:.de rt-sing

boih :retiioci-s, iroweve:r, ib d.id nc'r cha:r3'e -i;he test su.ff:.cientli" iìc'çii

',re.r:e signiÍ'rcri¡lL ¿"-1. ijre "00,1 .].evel "

lhe a;rrer:age nei fa::n inccne fo:r Lhe fir¡e J¡eÐ*i:s ':ta"s i$jri?-?"

llel; fa;.rnr r-r:icone iircreased cn1,iie ave-rra3e fralt äJ126; 'i'.'L L96L*6f-22 ';a

t-' In-vestûcr-l't 'i ncl i-r,cÌes ::ea} es'cate, llac,h-i :,re-'l:y, aq'.::i:rue::lL', Íe ecl a;:rtì-

g3l*jrt, p;i6- l-i rresiocli l-ess caiii-'tai Se;|n on l¿¡¡d. ¿nä YlàcnL1ery,
-,.7¡.lretlie:: oiT riecl *:'.terL't'eà ct):¡-i )1"t.l-o

?-?' 
'1.n* åi¡eïå¿!îe l,iei íer:Ë j-;rcome cí t96l- and- L)62 ,i¡¿¡.s used :caii:e:¡: i;iran
cn]y L?51-l 'reca';se t-p6l- ::.ras rlecc3tliznd- :r an c:ccel:ti cnail-;' ¡co:r'
ûrcp J¡eårl r,-¡irílc Ll52 ,ras ¡.;-^L û,bû1¡ë ¡:c:r-'ira.-L i¡e¿:Lliê

C"li* = S "tOO wås..rsed- io calcuia.ie i;he ccefficie:n-L of .¡a;r-Le,i;-iori

î
on" ne-b i-ircoue ûn ee;cii feJ:il,
"þ r'" mûÍe ceiaiied--i¡"bie on rte.f inoo:ne is ;ff¿i]-a"ble i-n t?re ai:i,'c;:'4'1:lu



: r'.{

i't6ri6} )-r: L]5)u vi"i;ir ¿.¡i ã=,/eïF"Se i,rc:reasc cf lil, Z)(: {25',(,\ r-'.¡e:: j;h.e

fi-ve ;rs¿ï pe'i od-" rfhe arre::a¿';c coefÍ-'-cie*t oÍ va-r:j-a'b t,tnzi ov¡:¡" thc

íive J'ea,r f*-r: i;,r:e; iii:oìriì 'ttts jjii" iii ii: : Ïalr,3'e oÎ L79 í::r:n a i':';¡ cf

LZi/, t* 3 þigir ai Lj\i" Ii ,,"r¿ç ev:Ld*en'c 4;hat'blie ¿Yr::uegc fa¡ne:: cou'lci

noi p.cerì.ic1; l.iis 'incoi:ie r'¡iil:in jJ¡i at Ìris p::evitüs;13¿l.'rg"i llccneu

.ir, cc¡:r'e}¡.i;-i cn i:lal;.-sis i¡a$ r;-se 11 
"ue1;ireen, ccetÎicicni; e-Î .v¿ir:'-r-¡.Lio:r

s3cì ii-L;¡tùe:r cí er:.'ber-'p::ises ';o åe'Ler':itle vibe-Llie:r ad,Ci.iionai enie:rËri'iÛs

lra'J- a:ry stclihzing itrÍlaenc* '3n riet i¡rcclne. An :' va.jr¡-e cf " 3i7124'

vas cbtai-ncû, sirouing tÌra-i; ad-ci-rtioi:a'l en-be--rir-::i se s C-id taçe a si;a.brij-*

:zj-ng eÍfec'l; cn ì.Ticonie. T-b l'¡¿="s åcu-Ì:';fili l:c,"';e.re::, t'lhe'Lhe-j: it iLaå a

ri:::,:ng "i n-flr-ence in s-L¡ù-i--i-i:z,i-ri¿ i;:rc+ne e d.:;-t:'çc j-i;s icir ievei cf

;:L¿;r',if:tcznce" ,t ;'ll:-rtire:: cOr:leia-biort 'TeS cilri¿'rJc'Geå j¡e.Lw'-:erl d'ive.¡:si-fi*

ce'l,ior.L:,nå i l¡eff. eve:fagc ne'b Í*crt -iïcorte. i1, uas nega'ci-ve ","¡i''';h ¿;r'

:r' val--ire cÍ* ,,\iij} tnÒzcating' tÌiai; el"en wiren ne'i, f¡r;:m i:lcolle iras

sr;a¡iiizeci I'rith ¡.rl-d.i'i,i-cna] Íarn: en-tc;ril:-'rscs ,ic'b incolne sinr:--l-t¡reou;:1;r

c,1.ec::eaSed" llarlle::s eLpressecl" sil:iila¡' ',¡ie:'¡s 'Cren 'rhey ',-:e::e asiie.'i- to

i:rcìic¿,:..'j:e 'i;i:.e i:iço:r'i;ance of c:-ve:rsifi,cation ar: ¿, rietilcå cÍ rer.lucing

risk"

!':iilib' L,ioir'r1

iiince ';þe fantil;' 15 ¿l oseJ-;;' tie{ 'ca 'Ll:re fe;rlt u-ni'l;r i]: t'¡as

?1', t'; :.,r.î :ro.L *i3-,-: fic,lri a'; " O- l;*'c sig'riifì cæri Ei" .ACi rrsinS'

!, .

irì-2 ì



*lcrl *

e:'|pec'rlûai tha'l -bl'r.e Le.¿ei 3¡ |irring ni¡-;irt ilrfi^üence; 'bhe g::o''i-bii cf i;ire

Í¡'..l'lt a:rcl irtc::ease ilie mce.rt¿.in'L,j-es ci:rcltl't'¡ion¡tl' iûves'i;¡nen'L " l¡<l':

th-i s reasony i'¿ u¿l.s j'iecesselT' io coupi-l-e i;hc ¡.ctu¡,} J-rving e:r-pe;:cii*

tu¡e or¡e:: tlre fi.¡e ;rear pe::iocir of each- 8ro'u-!e

ljiLìIÃ j/'II

t ir,¡IÌ'iG }l:,,Giiti,illiiunü (crsu) -i10iì FI\.n Yi¿-îì PELiOI

G::ou.p 1961 1-962 L95i L964 L96j 5 liea-ìrs cira:rge
ii i,1"

1- zLbi ?-it2 2575 iO86 i289 LL?-6 i2.C4

.r-l- i?-Za i4s7 is56 +L\51 45ílrJ 1160 42.?-L

1l-l- 1LSE 4] 5'¡ 3e96 +750 4tt52 3-28+ 40 " 51

1ï 25-(6 29Ö9 285} ,14s7 47L9 2L43 8=¡ "2c

Ave.r:a6e 29Bs 3+gs i69'+ 4L69 t¡jj6 Li93 46 " 00

cash ij_vin¿- expend.j.ture inc-reaseå by ijjlri!3 per farm c:r on a.

_fa*,ail¡r basis hi. iily jo9, ovelt a five ¿rea,r perioil. snalle:r size f¡rns

spent less ihan 1a,.cge:: forns" ,ilc,,rever, e:lcepi fo:r grouir lY, 'i;irey

e:perj-encecl- siniilar inci:easeS in cash li¡¡in3l e:Tend-i-ì;rire"

Î-,"ccs of Il:'su:i;lcc Froieciic:l
J=-æ

îl:e::e rïeïe mäJ1i,,- d,iffe::enL kinds of fo:rnal- -insu¡ance -oia:is

{Criscr-rssed- in Appelroix 3) a'¡ail-al¡Ie io ';ire fa-:crlers* i¡a¡rne::s on -bhe

aveïa€e spent f;zt¡2,]5 anci ä(í06"28 iri L96L .aJ'¿ i!6! ::e speci;ivel¡i

tt1.ayi,¡3:tù 6"jL;jL af toial- p::odu-c-Lio.r cos'1;) io p::otect th.e'ir assets



*ji_rÕ.-

a.nd- ír,it-u:re incorlie. The:re 1îâs i:-ì¡- ¡,vÊ-ria¿È i:nc-ceese cf 1!t0;å Ìi:i i:lLsi-L-r-"ance

1:::ei:r-i ulis, C-r-t-e rlr:lt1¡- :c c::cp i llsr:la¡tce" I:l :rd-cii'i;icn 'cile;' 5p"tll"¡

ïife4.i-2 .¿rt| ill-¿12"51 on ]-iÍe i:rs.-r¡airccr íoi ¿-i: t-veÏe,ge A-fcss 'tot¿rl

insu-rance e:epepd:-ture oí îi+26"27 '¿nd iiiTSS*8i ín 1!5I a-:rd' i!6! ::espect*

ivel;,,. This e.nc,i-¡nt :repr:esented 6'6rgl" e'::C- 8,26",i oi'¡he toi;a-i- cosi cf

2rt
1]ÍOC',tlc"b-- On"

1.Â3litr liII:L

e.íi::;ri!/v 
^'.rTÌ,lql'iiì^:.1^/^'1,ì 

iìn^ñn /'1:ír"1t-T.Ti-tr{ -Ttr',t Tì.TCIilr.ì-f-l?\r
^rL,-:.Jj--::; ul. LLrrju_Lr-.¡,r¡s U-l-Lì-ì [,JiU.lru !J!ilL' .!!IlL i ':¿rtrrf':j.trirl¡
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ti
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l'rcn'caå}Ês I{III ¿rJr.d- j{IV ii; ilay be observecL tirai;l.arge.r: farme::s sl-rei1'ü

tnclte rn Íns'ura-lrce 0la¡:.S tha:r snai-l e:: or:eS" i-lcur-lre:ru i:r P::ci:CrtrCli l:o

ihei:r '¿ot¿-..1, .o::cc1;;ction cos-bs, ìa:i:ger f¿:tfttlcïs har]- sllent ::el:,'ti'.'elJ¡ i;ile

Êene plleRi-trils tli iirsurarce" The-re ¿'ppeer"er:L tc be '¡ety Liiii'e

<j-irÍe::ence in farnerË at'hitucl-es 'co :i&sijr¿';trce" ilar¡iie.rs ìIeîe .,¡eI'j¡

üOn#Ciclr,S of inSU:raneê need-S ¿r.Éc| r/ùl:Leci sci,rc -l;;-¡e CÍ i:nS'rua,r-ice p::c-

'¡ec'l;íiii'i*

:É*cå9eqq!--EiEÉ

Tlie pu:i:::¡:se ¡¡:i 1;iLis t'L-ircþ- 'idíìs ilc'l: ic evaluatc -,.ireihe-r -i;i:e f:lr:æ

rve::e ::ô-eqr;Nbe'L7r p:r::o'bec'f,ecl- e¿airr.s'u iltt¡lrope:: r1¡.na"gcneîiü cl-e c:l-s-i.oir,s" ?bei--e

E;3e ¡t¿r.tÐ. va,::iables ,,.¡ilicir :!,nfluence ri1lJl¿r6enent åecisi:lle , sûne cf r'¡hicl:

are be)¡o:ilrl- i;ile scope cf thj-s s-brrd,¡r" Fo.r: ribis ïta,sûlle on1;i orre a.silect
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û'f !r!?rJ.2tgûrírsn'c -tå,sj åjscusseci- in scne åetaii, nånel)¡::isjr atti'i;t:-d-e"

S:Lnce rÌecis:i-ons cn a fa,i:¡l 3,uo 'irâiccì- on e:rçeci¡,tj-ons of 'çna i:tii;'uro:,

i'i, r,¡aS h;'*coì;lresrzed" i;itai fariri ope:ratols a:lct liianagers ','¡j'i;i.i í,'¿l'¡Crable

.risi; 'i;a];irug attír"rtd-e 'i;cwa-r¿ i¿;rlü investr¿ents errC- .fe,r¡l çre-ctices ha'ie

g.ceater financì al su-ccess 'ùlfa"it secr.lïiiy o:ci-enteC Íarile::s"

ûne af 'bh-e measrr:r:Ês of sïlccessí-J"l nLnegelr^,ent is the elil-it]' ci

il:: Ía:crne:r to 1l-revenf ihe cosi price squ-ee?e d-espi-te ìrigir,e:r ccst of

p:c*ducilon" As : 3rou.¡l , fa-rncts d"id- nc't ex¡;e-r:-'ience s:ìy-* siSni-fice"n-b

cost p::ice sqr-eeze by' statrd-ing si!]"J-. trl"oi:: tabie -.il'r i-h na¡i 'be

,lrsueLj-zecl hhai bhe rajio cf g::oss ¡:::ofj-t o-¡e-r tcuai p:rocl-ir'ctj-cr cast

d-iö- nai cira.nge sig^nì-ficar.tl¡," ii/ilrle iÌiis r'aiio cl.ce s not r:*riclrtç-i'¡el-J,-

pcin'," 'lo 'lo,¡e:r: ::ci-*:ns, i''; d-ocs j-l:d.j-caie ilb.a"b Íai:liers i:a.ve been ¡b-"Le

ic inc;:easc proåuc''ciCn s;.ffrr;ieliti;l iA Cit*tstnven'¿ 'ch'i s cons-L¿n'i;

-- È11^ê) a 2
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'Étr:osn p:rofii over ¡o-hai i:.corilci-rcn cos-L -ra'bio üi:.;,- be ¡äterpretei,

as 1;he g-ross :re'¡,ulrl:l fol evel;' ùolj-ar cí prcåuc';icn ccst" P::ci-i-'-ctro¡r

ccst -í ncl rriles crr:-rent i;.pe -r:2,:.i.i itg cos'r,s, åcp::ecir--b'ì on ¿:-nC -ii'iieresi o:'i

borrcueC- c.r.pi-tai"

ìTi-çLr i;hj-s baci;g::ou"td_ inf'ci¡la';icn cn tl:e fu:r.a opc::atc:: B.nd. lLi '

iarra s;t::r.Lciu::e e ê- Ttl1.¡e cl-eì;¿"iled a:ral-J.sis tltay Ì:e ¡lade cli f¿:;'rlerst -r:isl;

a t t :'-t ud-e s end- i:rs'-ri: a)::.c c -pr a'Le ct j- cn'



O]:J,FTÎR ìiI

FI llNI ilG S r'iiÜ i l'UXP'Pl. Iil :i"Î -l- C itlli

îìre 1;i::pose of L-, .t--ùseil'fci'i i:roje;ct is io nalie irfe:.lel]ces aj]ou,¡

ti:c pclp-lia-bj-cir u.i:c1'c'c s,;r;l;,." thel.st.: :]-nÍel:errces ßÏe ilase.l crl lnfc.l:ill''i;L-cn

ga'bìier:r:d eii;l'te.r f.rOiri ::e¡rr¿'¿et:LtA,';ive sat,ipieS cr f::ct:t a:r eni;i.re pcirula*

i;-i ,:i¡- irL ¡h:-S s''curþ.u iirferencr:Ê-iTeile na,,te o;.1 en e;:."i;i::c ¡:C¡i;.ir,r"t!c;il'.

T't i-s e grûU;l cÍ Íajne::s,lllo fia"¿e l:¡eeii Si:-i:lt::--ttei-ì.-l;o a.¿'intensi-,¡e

e::-bensicn _ll:rog.ia.il and- f::c:irr i'-'.I:on ¿-.cc';::aie f:-.nanc:'-ai reco::d-s *:d- -ce'l i¡'-iLic

scci*.1 o¿ic¿J alù i:'s¡''ci:ologic¡rl- ¿iLí+rl:¡a'Lic:i. iras i:,Jen asse¡:ii:l-eå"

'lc gtril-e 'ilrrc :r'i;l-dy íiv'l 'i;ellta,ti'J"e ÌryÞt,'ì,i:eses i:asetì on -blle

i:robJ-e1¡aiic si'crraij-cns '#e:e üraùe " Tile proce cLri¡e '..r¡ls to :liinui-'c3:ri3,J'-i;ll-J'

'i;es'; ilre firs'i; i,ir::e e h;"'l-:o-;ireseË be cs,lis,: r:,ics'li û-i l;ile "i n-ir;r-íLï)"''üi-.-){t. -iit\r

cjf:iicL:*l-'Í: ';ç: j-taLt:.Íe r¡í'bliout cni¡;ltl ess ,:eileii';-î ons. I¡i 'LJ:ie secolld-

1l.3:1;, Ía:,:ne::r: t ::-! sk a';tJ-tud-es , tnrû:te e-spir'a'cicr:s, tJ'ld" vel irûii ';,'e]-'e

tes'l;cd- fc:: cc::::eia'r:,-on -;':'i:ir fin¿ulc-i a,- su-ccess. ille firsi; 'hh:ree

h¡'po';ìreses cljscr:-ssetl, airci tes'LeEì. Jeïe $

i) ïha''c fa*-r¡¡ier$ r^l:e *-:rcì-e.:1::i:c'Lec'ueä in rega-r',j-s 'i,c ll',¡or.it s'b¿-bj-c

ri sl:"

2'i Tha.b Íarnie::s t assÊs,sinent of ::islls lJe tlo:fe pllsüisc in âjrcas
+f i;angi'bIe asseì:s and- ::isl;s bÌra:l çii;h the -l-ess cì:v'i ous
iriiyi.r: oÍ .cisits '

f ) ¡-'hab i r:.fl-ì.r,e nces exùe::¡.al- -Lc tlie ì:u-si::.ets îr:r-rrv3 îrc ji-i:;-'i-e $

,ÍÌc-r: p::cteci;i-ng ';ire irirsi::ress il--r:op -r'i si;..

Pzt'i 'i . :-NSUFì-rir'{Ctr P]ìÛïi'ìCTICi'i

]trisl;s ..,re::e ciassificcl- in five ilai::r ca¡ego::ies a:lr1 ¡aees¡-i:cd. Íc::

ad-equate fc::rn¿l.l a:'rrì- -ivfo::rirai i:rst-r::e-lite sc;helle:i' in ce'r'iain clseÊe

illi;o::La:r1: âr.sslxlÍltions irac;- 'ço l'e nacr-c to faciiri;ahe tÌre a-raÌ¡rses. i'-ì:

'¡i¡ç si.r,rse'; i,:ttx ilai:r c:rír"eti-à i$*re ¿¿ri-vp-:rced- tc assess uhe'iire:: tl:e :cisJi
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t2) it:eq'u-eirci' eft''l size of -l css
til I',isk cí Lcss
itù :ibi1-r1,.y tc ccnbinue jle-rnirrg in "l;l:le even.i; r:.,1 l-oss"

!i-re value of ac asse'b is ::::l i¡lpc:riant c::i''¡e:rj-orL Llo-c Cecici,; n¡;

'Cre-bhe:: tc t-::ans-ier ¡. r,'isi: o:r: ¡'rct* Tn ce::'cain ins-banc*s, ','iite:r ';ire

si'¡-e o.i ioss or 'clie ccitsecilignces crf -r'islc ar:e ia"r¿;e lt Ì:econes

essentlal fO:: Sol.¡enc¡i to 'r;.re:rsfe-r: i;he :¡:i sl.l oi: cü)U-Se cí rish bO a

se ccncì- Pa.::f;'¡ fo:r: a -[-i ::ed- cost. T]ris ccn'Jjiion is elspecialb"oÏtlc

'¡¡hen a perlson s'i;¡ris farni:rg, i-'r; rna;'r also be i-l:l-¡lc..:tant to 1;'ra::s'lle:r

pa;:L cjl ¡r icss n'l'ren ¿i, Ía:'liei: is in i:is l-lrj-t,ial. strge of self*iÌ1s1.ú3l1ce

a¡ii- ca:::ro-i; ¡ifci:ri ¿ se'b bael<'

-iù:eq,;¿¡ç¡' a;rci s-i z,e iÍa-J. alsc inf]-.;enge a i,ecisicn 'üo 'ç::¿rnsfer" ¡"

l-oss to a seccnci !a-rty" If ¿ loss occ;Ifs í-::eqr'-ently' tile sizc 'çj-mes

the Í::eql-eilcJl o-,r€ï a certain tinc 1:el'i-cd rni;i l:c a.s åevasia'l:in'3't,a

the busj ness e.s cne si rr5ie 1-ar5e I oss" Iior exanpl er i'¡l:ien irai-l ccor:rs

f::ec,r-i-ent3,¡ru thcii5it i;i:e l-oss tLâï Ðe sËally its reper-.-beC occr-lruellce maJ¡

inf-Ì--¡:ence a fa.rme.r to -baJte hail- insuJa.nce, Un'åe:r these citcu:rsilices,

ii; nay be app.coprLate tc insu::e u¡til- a. solu-t-î on has been found- o::

othe:r neasures ila¡¡e been ini:lenei:.teù"

Tn esr;ablisiling, ,¡¡heti:e:c on.e shouid br,¡r insu::ailce cle¡eni-s on

ç^¡ireì;iie:: the p:r:obabiì-ity ca:::. be cleterninecl-" -l-n rnost -insl;a;rces in.ijviti-

",J-al- Íaïneïs cËrtrlot calc-,-l,Late ilie proi:abiJ-ii;;,r- 'iJ¡:åe.r tl:e-qe

ci:rcurns;ances, size oÍ lcss, a.ti;j-'li;-rle io ::isk, acci,ulirlaied fl:rtì-s, or:

a'tTLer erü":rra, hccome e-.i'i;rertel¡r' -inpor-'tani in åec-i.cLir:€ '."rirether to
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transfeæ the råsk. QnJ.y when a farmer has su$ficient homogeneous

assets a.ird" a large enough sanple to eal"erd"ate or d-eterníne g

pg¿ggå the probabilåty wåth reLatåve certainty d.oes probabii-åty

become an importa¿t criter*on, \fhen this reliability exists it per*

sråts hi-m to pool his resources end p3-an for his ovm j-nsurance

progr4m'

A fa":mer v¡ould. be wåse to tra:rsfer a risk whenever the

destructåon of the asset aaðr cause barrlmrptey or prevent håm fron

eontinuirg in the busi:ress, Even wben the futi¡re appea,rs profåtabLou

åt becomes årrel-eve.:rt åf a faæiner earurot survive the first few years"

Aa illrlstration may hel"p clariff tbø above såtuation"

Two farmers A a¡rd. B farm:jng the same síze f,a¡sm, with hogs as a

seconå enterpriseu ask whether they should brry fåre insurance on hogs

and bulldiìngs,

Sånce neither sne of the farners oan ca"l"culate the probabilåty

of one hog barn br:em.i.:rg, they ca,nnot set up their ow"n insuranee

progfe,m through aeeumrrl.atirg savings" lhe clåfferenee lj"es in the

finar¡cåa1 situation of each farmer.

Farner A is a young farner, earryi-ng a large nortgage on his

farm, Ee has just started. farming aTld !'¡6;s a fairly yoÌrng fa.u1ålJr. 0n

the other heJrd-e farmer B is a well" established. farmer, with ver¡r fev*

d.ebts, with one depend.ent ehi"ld" For fa:cmer A the loss of his pígs

and hr:is hog barn through. fire nay be sufficåent to banlsupt håm or

even prevent bím from rebuilêing, It beco¡aes essentiai- f,or hiun to

transfer a13. potential fire losses to a second. party, Thot4gh he mey
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?!e-{Cî {rc-l-l,eCt Lrfid. liis rlil:ii i::r;' -rlevêil trlVln, äia:ili]1-rJrl ¡'rC'ì:e ci'"ì On -ril:l-

petä;i't) ll-iil .1;c ct:ílì,j-i-ìtle ia,::ili,ri¿; anri al-loir: ir';l¡l 'be; nä-Ìic fj-Þ1nc-'L¿l

ïji:û3-jje ss l-¡i-i;jr :'- rll'ì IjiliL!l"l s.llclr-ll-il Of J:i;..|crrsiii1l"

ìiol,ieve::, tc f¿1:rne';: Lìc e 1ïeil- esta'cl-ishecl- Ía;:tler lri:.o itas fer

it-el-rts, j-t inigÌrL 're goori r-isii na:rag'elteni to ca.rr:;¡ a Iililriirrl-Lll 3jl1cï:it of

_ir;-i:i¡ral- i ns-i.T¿ince " ill¡is 1s sspeci-e.L'L;, -L:.'u-e t';hen 'r,1Le p::r:Ì::i):i-l-i-'i'ir c:-"

se-Jj-ûLìsness of ei I css in agg:ega-i";e Ís snali. i:e couf-d- caÏr-'y the

icsr-. :;irl- reìlüjl-d i,f Ì:e Ìlad- r;c. Ye t n:riy uel I es'cai-'] j-¡:!tcii- Ía::ner:s

pjlef€rî,r;c cfiïa';i Íir:e"i :rsrrartce oli ti:e assrulplion ilia,L i-f íi::e e';'e:r

ccc-LiïI-eå ii:a''¿ i,lre ïûCc\r31ry ço'.:lci 1:c l-c:s -Lir:'i:-r. llLe toiaJ- cos"Í'l of

pÏerr-liuiÌìËa-rlc-vo::':ry.riel1¡¿,-:j'l-soc¡1]:j:yoä1-ypa:''1:ofi;l;ri;o'ue:i-'c-jli-

I osses Iue cirLc.cible pol-i-c¡r ) -i,::ansíe-rring a.':rolurì;s Ûve:: a'n'L ¿]ove 
"l

cer''t,s-ir:r val-r:-e" -[:l 'ciLi* caSe j'-Le clr:-'ies st¿iall ]oSses a:rrl -bra:rsfers

Ia:rg;e losses ì;o rur irrslu:ance cûnpa1v. Iî iiie ioss does l.¡ot cccu¡?

he i'¡i1l p::ofi'b b¿; i;he a-nou:lì; of p'r:enir;'::rs ire ilas se'ver-l-'

Tircser'¡ere''uÌiei¡asiccri'L'eÏj¿ìaloilgwi1;iroiÌre::suseC'ii:

cÌecidlng 'dre-bhe.r a -['arre:: siro,;]-cL llrrcil¿lse fo:ll:al :'-rl-s'L;JaJ:ce" ilirese

sa;ne cr-i-i;er'ì a" --,,¿ere u-seci in Cleterrrin-i r4' "olnej;he-r f¿rreers hacl- a'jlec!"¿a.tc

p::ctecii on. "f:,:o¡tl spec:i-fied risils.

Pi'rysrc¿ii l¿ili¡.,!,es- -bo Àssei;s

!;. ic.c:t cf i.r:isi;::ai'ice is -ceqi;::recÌ i;c¡ Í:-i:everli; irÌqrsice.'l d-e sti:uc"l:j-orL

cf ¿sse-bs i.,y ¡atural haz¿;:'C-s, anô írotn j-r-r..¡evl'uionai axù xrinirenLi-cnal

ac-L;s cf ryiair* /!ssets we::e cetego::ize d. j-n si x gaoilps å crop5, ì:l j-ld'in'3,

ilacÌriile::¡r and equ:Lr-,ment' graiil a:rcl- fee.J-, ].ir'est'oc.lc, *rÔ !icç.se]:c}d- a¡"t1
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l-ì,;rsclrål- cûIì'L;el1ts, ünilel this ciacsifica'¿icne É;:rö:*i: Ir glcu¡ i]-,

gïou-ji i-l-I ¡;ici. 8ïoïrfr IV f¡:ns 1îeí-'e Ê-ìie,rÍliliccl- ícr ¿lcì,er:l*aie Í¡¡i:fia-"ì a,j]rÌ

irrÍ'o::n¡¿i in¡; l.i::ance prot e c'c -i on.

l\---^.- Tq ¡: 'L- .L ul/ +r:ü L + Êr iç u--

ifhe aii*risli cTûï i¡rsr¡¡a-rice polic;v- ha'rr''i-Ied- 'i:J' li(;-ri'i-toba c'r:op

Ti:Ls-xance Ccrpc::ritic,n 'Tas not a.¡¡ail ahl-e i;o al I farrlel:s j-n the :,:rea"

I'i; becan'ie provincial,i-;i a.rie-i-l-e.llle ln 1-966^ Ilost f.'arriie::s trad or:J-;"'

t,".ro pJ-ans a-¿aiiai¡}e :,n L96L an-d 1,965: P.L¡"Â,1t. whicìr was à qroliÌ--

-ul sc:J- :cl,: c.î lilcl3elrr '.':i.:e::e ihc -c::e:l:':ils ..'1:le col'l ec1;cC ni ihe

el"eva'uo:t On år- 1 d-eliverled- g::ain, a-ncl l:¿rri i-ns;r.¡lA¡rce; a vcJ-vrta::;r

-¡¡]an soirì- brr .^'.riva.te j-nsi:::ance ccnpa.ni-es" Sj-:rce the st:-rvey l:raFj

condn-cted. irL L966 j'-i was tiror,gÌri; ,.¡¡c:riirr';nj-le ''i,o exa¡rj-ne the lisri'Lr

a"i1C" crLër,19-rti-t anrl ihe arìeqU,ac¡r 3¡ all*rislr ciojr i-nsüïa-rtce irl'çhe

!a::r.tert ø tc'çai irLs-riral:r.ce F] ¡,rris'

C::cp fai-I-üiires 1ïere conside:lerl b¡i- farrue::s 'bc be ihe nost

seriol-r-s ::islc in 'che bu.siness" lthe::e s,ppeÐ:"eC" io be ¿ ccntracli-c;i;ion

in';liei:r siatenents, itowerre::u -',rherl ihey r're::e a:;lled- tc id.eniify tne

¡nos-i; se.ri cus -lisl:- ¿-nå ij;s 11:cec::-ency' Ür:cp fai-lures, c*'rsed Lr¡r

:neathe::, iiail: flcc¿ingr d::clghi, E^r:cl othet r-c;tr-::a'l haza'rils were

z|ena;t.îi:-ed, as i;l;1e nost se.¡:iou-s :::isli -ny êl.lI\ c'Î tne farne:rs- Cf

'bi:.ese Íarners jû,)io e*r.pltas-i zed- tiiat 'bhe¿r .rra.C. nevei e:tper:i enced a -hoia,l-

j:cp fä"r-l1J-fê, r¡¡þ-!--re z]-1"jJl' sta.Led tba'b-hire¡. ¡t¿ â7:Feïiel'Iceci e,t ,le¿¡.si:

one olbv¡o ioial- crcp îe:.li;r::es and- 54"75i¿ çointeå or'-i, that i5e-- h¿rl-

exl:e:rienceå es Ìîar-r e.s one j-ir eve-rJi- fo^u-r ;,'sp.¡s i n na::iizl,i crop

faiL^r;;'es" Qne îzt:ttzi:, íl parLic'-:-Lar, itað' as Dai'{r ¿s } a-*t CIf i0
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average of #2064.76 *otal protectíon per farm' Iílost farmers

(45) naa only insured- tbeir whea'ü, witiz 1{ out of 45 eamying only

75'/, doLTar coverage" Seedecl t¡heat acreage ínsured. und.er ttris plan

anor:rrted. to 69,Lfl, of total wheat acreager with very fer,'¡ other

crops insured" SmaLler farms had. proportionately more all-risk

crop insurance than ihe Larger ones as may be víev¡ed frorn table

XVI. The sarae critería as i:r 0wenrs thesis 'rAn Econoníc Valuation

Of Crop Insurance Âs a Foria Of Crop ïnco¡ne Protectionttl v¡ere usecL

to dete¡nine ad.eqr.lacy of covera€eo Owen arg:ued. that all*risk crop

insura^nce eoverage shouJ-d. be sufficiently high to eover cument crop

elr?enses. Orop expeu.ses includ.ed. seed.u fertÍlizeru sprâðrsr insutaJree,

fi;el, cr:stom work, repairs, property taxes, hired. Iaboru cash rent

and interest on borrowed. eapital. These were consid.ered. as out of

pocket expenses associated. with a crop enterprise. He d-ed.ucted.

that this level of coverage would provid.e suffícient security to

sr:rvive a year of d.isaster and. meet ex¡lenses accruing to cro*o

produetion,

ünd.er these criteriau three farmers had. sufficient all-risle

erop insurance to cover eument crop e:cpellsesi whil-e 1æ¡LnaA

sufficient level-s 'bo cover 5Trt of their expenses.

Using informal insr:rance, nanre\r off-far¡o inrrest¡:ent2

45.8i/, had. ad.equate insurarrce 'bo cover erop expenses in case of

a total crop failure. \'úith off*farm investmentu off-farn income

ftv'en, B"E" e An tion of
CroB I

Off-farm investment includ.es real-estate inveetnents, goverr:nent
bonds, Cred.it Union sharesu a^unïr:ltiesu stocks or assets that can
be read.ily converted. ínto cash,
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ar:.d f,oreel insusance 2) farmers (¿,fp) had. suffåeient security to meet

cument erop e:{penses in ease of crop failure, Yet there were still

5I/" of tk¡e farmers wåth j"nsÌåffíeient iasura,nee" P"F"Â.Â' protection

was not eonsidered as alt ad.equate plan as its level of i"nd.emnity wae

coneiderabþ lower tha.n that of all-risk crop insuranee"

Thus, it may be eoneLud.ed that ¡nore than 5O/" oî the farmers had

insìrffícient protection coverage to meet out of pocket expenses j-n case

of a crop failure"

Y/leile na¡y farmers d.id. not consid.er aLl-risk crop insurance

as importa,nte they våewed. hail i¡tsura.nce es a¡1 integraL part of

fariaing, $ixty-eight percent of tho farnere expressed f,avorable

atåitud.es toward hail insr¡ra,nce. 0f the latter B@o enphasåzod. th.e

need. for heuil å^nswance as an eseential part of farm praetíces'

Shey expressed the need. for hail- ineuranee as proteetion agaÍnst

hlgh operatirg coets and high d.ebts" Ten percent felt that they

could eatrry their own plan dr:e to their low h¿il experieneee and

present financåal sitr¡atíons, In eontrast, 6"{" irratcated. that

they ðíd not wa.nt hail ineura¡ee maånþ beeauee they couJd. not

afforû the eost of haål i.:rsusê'nce' The majorùty of fa¿uers pre-

ferred hail ínsurance to all-risk eæop i"rtsx¡ranee pråmarily beea;use

they would receive Í-nd.emnity åf they were haåLed out regarðless of

potentíal yields g whåle all--risk crop insuranee paåd. the d.iffereÏlce

between naxlnum covera€e arrd- harvested crop yåe1d.e' As one farmer

expressed. it t{ha*i} insuæariee protects the top portion of the crop

wh:ile all-risk crop insuranee protects the bottom portione which ie
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illogåeai-$Û

5-ndennity

d.amages.

. fhey strongly felt tl:at they should reeeive some

fronn an ineura¡ree progËa.r¡ v¡henever they experienced

Farmersu on the aveæs€ee had. spent &61.42 a^r¡d. $Uo"!J for

$Ir004 and $2u847 hail ínsurazrce protection in 1961 and' tt66 res-

pectåveþ. It was åmpossible Ln 1961 to establish whåcb erops

were insured. except to point out that M"OV" of the farmere eamåed

Ï¿ai} ånsurapce for a total of J8'J6/, of the totaL seeded' a'erea€e'

fn L966u 61,"02/" haô hail insuranee, with 52.Y" of the seed"ed

a"er:ea4:es j.nstrred. for anounts va,rying from s10 to $20 per a@re.

Though farmers had. íncreased. their expend.itures on hail

ånsurance, there were still many farns (fi"ge/") vrithout hail insur-

arrcee axtd. 5"OBf" earrying neíther haiX nor al}*risk erop i'irsurarlce"

It was very d.åfficuLt to eonoLud.e that farners were underprotected-

in regarðs to hail especialþ ia L966. Yetu by using the erop

ercpeÍrse eriterion, BT/" had" inad.equate haål insurance to cover total

crop expenses in that one Yea,r"

fhr:su J-t nay be eoncludeù that the majority of farmers

ea"rried_ ånsr.dfieient hail or erop i.nsuaance to eover erop expeÏìses

and. stabil-íze åneone, in the event of a erop fail¡¡re.

Þre- e Eqþnd.e d-]-0-overeee-Isqur-a#c-e-

The criteria used by fire ånsura,nce compaulesS fo* este'b}åshing

The information was obtained. from lnterviews condueted with
ånsurance agents and. ínsuranee trnd'e:rçvråters'
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ai-erlr-i¿'ic ,i-i-rc j-asi;::¡*r.cÈ rin brdl-ri:i:rgr cr:LliJ ci,l:e.c assc'¿s a:.'ç:¿ 
";':¡4';

ïj:lce-r'L;.i n'c;,t c.f Õ!Ç:'-t::i:e::Lce fc.a i;i.'-e -il,i.i-¡:-t1t-l¡,i i n.sl¿r'e cl- ¿-incÌ '';Ìle a:sei;

i ir-SU-r-'ec-L ïCif .a'¿ I'c¿E'i 307," of i,he c.¡,r-'::ent -rel;l ¿ì.Celle3¡'r' Va.l-u-e -l-eSs ùC*

-ûl:eri ãiiiûli, ,,.',,llen 1;he ¿sse-c is itisrrred- Íor l-ess 'ch¡::i ih-is a¡iotnt

the a,sseL is ccnsid-ereCL es unile.¡:'ì nsu-¡:ed., lire 'v'¿-,-'l-';:-iisn cf i;he assei;:

iÌtev insjs'¿- rÌl.,st he asElessed, J¡j¡ ¡. lç,tr-:'¡;l-eC-geah-1-e app::aise::. Insr¿r--attcs*'-'* - - i

ccnpa;r-i es,Jo::ecognize';ha'u r:er:;r of ì;l:re-i -,: age.lì;s â.lr,orlej-se p:-'o1;er,,ies,

iÌ:lcu¿h'Lliey",a.r:e nc'i; íirúJ-y q";;:.Ì-j--fieci i;cr clo sc, but clc so becanr-se

pecpl-e insi"st Lhai; tì:rey ùo" ?he;' 5¡gtesi tha"i; farne-rs rttls"ç e's]i ex*'

pe:11; aùvlse::,s iren '',Ìre¡r- aie lr:nce.rlta,j-Íi" I'o:r e:is.aiil-ee asic bL¡íi<lanE

colij)::¿:.c'ho3rs ûr br-:il-d"-n8; a.pp::ir.i se::s to val'ra'ue tbci--: llcr':e -q- h::ns aird'

o*t i:u:i-'l-C-:ings, n:achine4r üeale::s to appr"aise 'uileii: r¡aclli,.re:cl-. l:d

Cr.1'ri-prlet:-'C, -i.:r::iers to eilp r''aise iÌleù: f t.LtjS e'¿C" Iior"¡e.¡e¡:s on Certâ.i Ìì

asseiË faniler:s dc ¡"¡,:i¡e encugll e:cpe::ience ic evaluate acc"s-ra1e,'tye sricir

as cll g::ain, fee"i-, livestock ancl scne i:u-i-Larn3"s" lei; insu.::ance

r:nmlr=r,iêÊ 1'Ê.\-ìâêsente.1;i.,'es iil.sis'b iirat -ia::¡i're¡:s ittu.si i.-"¡l.c',;¡ -i;heir 1i-ni'ça*

i,io:is and a,sl; e::pe::i ¡¡,d-v:lce r,'¡ìreneve:r tile;r .i:eciiú-i"e ¡t"

r.lsinó iJie sene cri''ce::iau i-,u.b ¿i i-tC,i oÍ ¿Lgg.llegeîe åsseï val':re

fa:rne:rs t'';ere f-i :rs'¿ evaiüa.iecl for :id-ec-u-a'ce fo::na-ì- Íi::e rns':-r¡¡rc* on a'ii

asse'tl.;" t-a::ncrs r.T.e-re Élrîal-tr-ri.ec fo-c acecl n¿'¿e ío-rnal- ¡-nå infc-r-'uai ir¡"-'¡'

;:.n,ce prc'f e ci j-cir,

Fa-i::ne::s i:ad :relaiivellr¡ 'ûl-r.e ;:¡-rle a¡ircu:rt cf ii-:re 'ine'sranct

p:':c':e ciicn i-a. bc'trlr pe:rioC-s, wi,ì;h $!iá coi:siiì-e:ri:ng ihi,s 'L;''pe cf 1:::r''tec*

tic:r ¿:.s esse:r-1;ia:l-. Ûn b''i,ilclíng and. Ì:ousehoi'-l- ccni;c:li¡, '.ritê:' ht-,-l

insu-ceå fcr a¡rcuvri;s cc-ui.."'al,eni; to tirei"r ¡narkei; valti.e, Irr. sr:ve:r,:,l
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:-¡ista:lces ';Ìiey l:,e'å nc::e i-t:sirÏii"11ce ti:arr ine aciu'al ilarlcei wål i;-3" Trrelo

aïe seve-jlal e:t¡J-an¿;'iicns Ícr thrs ap¡a::eni :i-l-j-ojicrai s j Lui"tioä-. Tn

riellt¿rit1 c¿1sss 'c.he;i i:a¡r l:,a¡¡e i:i-aåe,rr¡r,l-u-ed- tileir ilcrrsenolC colr-'be rl-is e a:rcì-

buì-tåingsg on ctlie-rs l;ire; illay he"t'e ie-ken ins'¡.::arice corierage on i'r' ihree

yea;' Ireïior-1 rvi'ujto,.:-t ;reariy ailjusirlen'cs Ía:: c-epreciaticn; o-r 'i;he,v ile";'

sitr¡ì-;: have :iegl-ectecl ic cir.a::,5e iÌre j-:: insu::arce ¡;olicies* ,A closer:

axan_ina.Líon of ijre d,ata rçws¿led- 'ana'c jliio arLð- j'ijá of 'l;he Ía.r:ne-¡-"s ì:acl

aC,eqirai;e fo::nia-L Íire insr:gå-llce orr bri:lc1in3 ¿.nC' hor.:-sej:c-r c-t co''rien'is

lespcc'iivc11,l in r9'ó5" ri?iilc 8.1,i¡ L:aci e.åequ.i'"te fo.¡:rn¡:.l e.ncl- infoTnÍìi

i r:sirra;i-ce cr:- bc'Lir ar;se'i,s tn L955 " (Silriilai: re¡i:-l-'b¡ 'l';crc oi:'b¡rineri j-'r

L967., ¿rs ilay l:e r¡ielvec!- f-,:ou-i;j:lo iii*IÏ iir Áp¡eitcrx c). 'lJÌli.r's, i'1, na;:

re cclclu-,J-ecl -';ir¿:.t f i1-fìrtû--fs ¡:¿rr.Le<j- sr.ri-fi-c"i ea'1; i'l.re -i ils';t;,:¡ice on bi:-i-l-'-t-

:i-i-r,3's rinå hoi-¡sehciå ccnt€nbs'vaLx¡ed. at present m¡rket value'

Ila::ile.::s ci-i-C- nc'¡, ?).s îL t',;-Le, ctrrl,. e:ll;encÌ.er1 .:cve-ila,Ee {rr.inri:rucllrr

a,ncì jrai ls'cor:in) o:l b-uil,r-rrgs and- conte:c.'i;s" Se-;ejl Îa.rills liacl- el';tenrled-

cor,;s,.u"n ío:c a Lota-l ¡:::61;ec'c-Lrrt- of iti2-6rc1!O a:-rii. :izis275 ir: i96i a::d

L,q5j tesçecti',ieI-y" llhis eno'"r:r'l rei::ceserl:;eci a vc:l';' :;rii:.I-i pe:rcenia;c cf

tlic'i;oial- vail-et of buriåj-ng$ ¿rJr.ù coniertt¡;" I'i; na.1r be concl'.¡'d-e<lÌ:¡ia'c

jla.i::ne.,:s iratl í*al1ecu¿.i;e e:çj;eii'.]-eci cta-.'e'jri*e 'l -,ts.:-":;1cc"

. : :,É:l::l';- l.:Jl. lrili--r ".J:,-

1¡.t1eq-tia-'be .i1r-'e i:'i-qirIÎ:'ftQÊ 
'i:i'i- 

ril-Üh:l-ll.el]jr til{-l- e qulipltei:li' '!I/.aE lilcì:l',¿

âi-ifir:u-.Ì,i; '';c e s'ta'li.Ì-::11, p.l:i":ira::-i--Ì-¡-'' ber:alisc fa.,rilers i::ad- i:l¿::A¡- 'i-:i-ffe::e;Lt

irj-ird-S +Í eql:plle:r,";, lf ¿:,i-l- e,Seije e¡rå l'¿ri;i: al¡irle r¡-nße o:f r''i:h';'*s" C't

t¡1,* a,"':c::a'3e, na,cÌ:ine-':.,lr :-nû eq-r'iprlieni l'¡ere j:lsu::ecì- fo:: =;j"l'fþ ':nc1

j¿f,At* cf ''1,ìreii: clif.rreni rr;;rl.te ''r, v¿rlu-es ttt l-96]- :LYiù L965 -r:esilec'h-ivei¡'-

Tn ),'96j, L4i¿ ii:¿d- a.iì.eclla-ie ior:nal- Íi:'e i;nsi::¿¡icc -i,r: covel ;i1 possj-b-ì-e

lc¡ses i¡h.j I c lrl¡i" 
"'-ad 

,:.fÍici cn.'i; ilo-:rlral :ulrl :"'.rfC-rtili:,1 -1.¿s"'-r¡,:aCe 
.';C

.-)Çi-,\ia:1 ';û';2) 1,;:¡,i:,c:,:o iiîc.çr*'r'c,r:, -'L.ri- ifia,r:l;1' j-lis bliir:r? r fa:::r'e::s ]i}'ll- i'i:rr:;:':
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;i¡"1;j-i:tire;ri c;i;s''.åe ,:-n¿ sca,,¿icri:å i¡r 'i,iie ;ar:C :;iil- -'r-n fhg ij-eiå, ::lr-':ll

rirab 1;irc 1iì;eieirocd- 'the'Ì; Liio;'' 'ro.l-','ici ¡,:l-i 'b';ïl'.'. r., i¡':"'i ::'l'.j'' l'e¡lc'';e.

ii¡lLcneve::, ';]:is ccnci-i 'oisir ¡::e-"'li-Ì-s'ii:::-t j;ne *n.i.¿r sigilific:r:ri rarie-i:;ie

J:+cCries the .¡'¿iL¿ of ilrd-irtiC"rrei eç¡r:-i-jltilÊllrr,, t'o *otl a"ssri.re'i. fl1e..i

tiec'¿c:i:s ¿,¡,C- co¡rb'inetj ï¡eïe bÌ:c iiigl^res;t pric':ci ¿¡1ut'i pl:en'; u]lile ilie

cl,l:crs *'ïere..:ü/r-s:-åe::a'cl;.'lo,.;e::" Íc:: bjr,is:lea$oj1 -Lìre;' l'iele ccnsj-d'e::etl

sei:a,::abe-l-.¡. -rn i9¡i ...,:Lrl- .1.!6i rj?-"j?-';í a:rri 6!" jii aÎ 'Ll:ie t::ac'uo:::; anrl-

colrbj-ne va-ì ries irre:r:e aCe,:i*ateì; i;:su:ciì- cn j!;i' tn.ù '!(),-,'-rf i:ì1¡' .i:::¡r¡s

r'^:pec|ii-c]-i-" T.L ,i,¡as furihre:: showo i:;i e:r:..nining ti:t d¿'1;&e inat

aii Íä.rrr'lc:::s, e::cap"; ílr:''¿rt haå ÍiL:e ,--ra,rrrL,iaj3 on Ì:j-gh. ',or:t-ceci i:¡';Lci;li:s

a;'ic- cc¡iiÌ:i.i*r.r:s" ?i:.u-s, i,'c ney be ccncl-uùei¡- 'çlla1; j-'a::tilers h.¿t1 arieci-l,atel

;ir::cieci,icir a¿iLi-risi; il .i.ce cn. liac|rine::-r,' Ënc]- eclt"iiiiLerrt, e'vcn ';;.Len. ],he;r

iiiÐr iia-ve h¿c1 ina.ieqt:t tC 1.,.co'i;:;c'b:iOrl i.f ,un*¡r ,¡¡e::e st0:"e ci, u-nil-*:c ol:e

uein iai-Í ci in a ¡¡r¡¡.cirine sh.ed-"

llr¡esåocl.,

--- /-^'\Fai¡ne::s ljA;") e::pr:essed- a.ir_¡:-r+rra.l fo:: fi::e a-rrC J-i3;li'frLin¿.

,l-ives'i;ccÌ; i ns-erance " i\r., .3.å¡lr; i;'1 cnr.:, 1ù/t etlrìlÌrr.s ize ri tira'i; ihey ur*uli"

c'tr¡-'ïj: .ii1'3 -¡¡¡sr-r):11,..!ce Cni;- c:r l-ivestcck conlj-neci, -1-n a bi:ilc]"j,n--

Ser'"eü'r;eel pe:Ìlûen't :ceilused. t.o r:ar'ry' arry' :i:r-::e i-;isu::ar'rce. Ye b no¡i

^ | ^- .'a\í::rlrie:'Lì 'rOl-;::,ì u:¡::::j-e d- f-i .re ¿¿d- .1-:-g1ii;nirrg i-i ye s'cocli j-ilsu::¿:.nce 'i ;r.

- ^/,- 
- /1- 1 a-.l-jî';. t.L i.;r.1 ']^.rca')¡aj ';iiì;i' lr-.fj:i.)ì i,7j1.96 .. l.d, .ì! ".t.í.lt rt-' ''ì r'.-;¡;:;¡31

a.\/r-r.sì,Lraîice in -r-yo1. a.rr:L i!6i ::especi;iveiyu app::cxir.:ate|¿. jj'," a:.c jjii

*'i'çne iata.L a"ssessne:rt" in i!6-Ì-, jl¡ fa.træ orii oí a pote-r-Lia), Jl

çatiLí.:d- ii..testc*i: ii:su:,:ancc con;)s::ecl- l;c: l¡1, cr:.'u cf t4 :-n.i965"

Us:ng tile s¿ifie s::iterio.rl a.s Çn 1:i:1-'l-.r},9's Íi::st5 fc-i:trlal"



lf 
es

-t

G
:::

or
-r

¡-
:s

 -l 
ns

 ¿
:r

¡r
;c

ci
r

.¡
al

-i.
ie

ïi

itl
ì.-

iì 
L5

 ii
:il

.ir
ili

l:l
 It

r'r
S

fi:
i¡.

11
C

,:l
 û

i{ 
l-,

Iï:
:l¡

ltl
irt

, 
.l:

'i 
-ii

ì,*
(:

L 
iiI

'ir
j i

-?
ór

ì

I 1t

:i_
L:

Ì.

1T

I-
 r

 l,
 ¡

 
r 

i:'
 

r.

vl
ri 

ue
ii

-Ì
 q

'7
1

I 
I 

ìir
i

j 
L-

]fì
 l ;'!

 v
r,

Ir
r-

e
i.Ì

ts
Li

te
 cj

,

/i 
7r

,i)
'1

'i)
'.

rt
|¿

1

i-0
2'

11
,i

?.
';8

2'
l

'lc
l"¡

--
\ 

I 
lJ

lì

/',
t-

 
7a

to
 

rô

f 
)"

,r
-,

J

oc
) 

I 
t:

''1
1-

:,r
c

-L
l;r

O
 )

?ô
 r

1n

i- 
r 
r¡

¡.
-'¡

 f
.;r

lr¡
r7

'ii
..-

1-
1i

l,C

ai
:

j'i
5'

i

i9
 "6

1)

s'
i9

d

;1
; 

vr
.J

,r
le

:L
t:-

ig
ir-

r:
e 

il

r 
I 

rlì
iì

n)
 )

_)

ì 
tÐ

,l-

I 
¡i:

,Q
,)

¡l 
a 

É
,i_

ì

¡3
 .¡

 e'
riì

lll
-ì

 ii
S

 i-
L-

re
 i.

i

q;
i 

(a
ì

i¡;
¡"

) 
j

iì2
"0

:l

;t,
ì 

6 
|)

i

o;
i.f

ìt

7:
j" 

cr

l 
aì

¡ 
¡ì

íl

-r
 a

,fì
 

|r
^r

a 
r.

; 
lì 

l-ì
tì'

i 
i: 

íl

¡ F N
}

\0 t



*L50*

insr.¡rance and. seeond formal ins'urance plus off-fa.rm investment, for

yeaÊ Lg6ru fl" at the far¡ners had" adequa,te for¡oal insr¿rance and 45'rt

had adequate form¿I and. i¡rformal Lnsr:rance to cover fire losses'

I{one of the far¡ners cå^rried. ínsr¡rance on other risks such as

on wind.r suff,oeation a¡rd extended- eovera€es'

Thus it may be concl-uded. that far¡oers d.iô not earry adequate

fivestoek insura,txce a€;ainst nost hrazards"

Crgiq sng,Fegl

&rain a,nd feed fire ånsr¡ralree was ca¡eried by 28 out of a

potential !p fa^:merse wåtla less tha,n 25'/" øf the gUain axrd feed

Ã

assessment+ insured, Aceurate statiståes were not ava;llab1e for

determånång storage plaee, and. quartåty insureå in relativeþ elose

quarters when exposed. to fåre" threlve pereent of the farmers lrad-

adequa.te formal ineurance a;ord 34" had adeqr:ate formal and infor¡m'I

ånsurance ån both period.s to eover complete loss through fire'

fhis was evideut as 4Ø" pereent earsieô some fire ínsura,irce on gfaån

and feed., Ehougb nany wor:-ld not have been banlrupted if fire

oectrmed, they woui.d" certainly have experienced. serious set-backs

in their fina^neia3- 3)rogress, Tn ina"ny inetaneee granasies and hay

stacks were stored eLoseþ, inereasing the hazard' and size o'f, loss"

Thusu gra5.u and feed were inadeqraateþ ånsimed againsÈ fire loeses'

4 Inventory values were taken o:a Ðecember Jlst, which was assumed to
be asr ai/ers€e ånventory fsr the ffeatrp wåth tÏ¡e peaks at hasvest
and, the lows ån JulY"
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*r52-

The risk of loss of ownersLip through an adverse judgernent

of law was determined. nainþ by tÏre potential size of loss' Aðverse

judg.ernent of law' usr:aIþ results fron negligeneer carel-essness or

other oauses whieh are ruforeseeable but higbl# destruetíve when they

oeeur, E'ndeE these eircumstaneese fatrBess w'ithout liabålåty ineuEasee

from a4¡r potentåal Iíable srults were eonsidered ånad,equa,tely protected."

At the outsetu it may be appropriate to outlåne the trøo ba"såe

assuuuptåons reqlråred. for the above geræra} statenent' ft mt¡"st be

agreed. tbat the loss through an adverse judgement of law is a,TL un-

certainty on eaeh f,atrü" ln other word-s, åndåvidual. farmers are not

immr¡ne f:ron this haaard" Farmers mey through their negligence or

ee,rel-eseness ineî¡e targe losses to other peopi"e vrhich nay make them

}åable" $eeond.lye whrLe in aggregate the risk ås smalJ"e the üa$r.L:

tude of tha trsss åf ít occxias caa be erbremely costþ a.nd even

&isastrous to tbe faffiaþ and the farn"

å,trtonrobile J,åabé l:!;hr Þeusangq

Every notor vehiele owner was required. by lals to carxa}'

automobile liability insurance or pay a penaJ.ty of 625'0O-5 ALL

? Penaltyu in the sense tbat if a person had. autonotåve ins't¡rerïIces
he wagaot required to paðr $25'00 at the tåne of regístratåon"
The purpose of thie fund was to protect other people åncåd.entl"y

i3rjuredu or whose property was demeged fron uni¡sured ow&ers or
drivers of automobiles.
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-'ie¡u.e::: c¿-t:i:Ji''i t::j:, :::"tir,;:;tc':,i-!e 1r¡i.¡ilil''or i i-r-51:::;1cc {iJ:I rlaJ, s

"'';i'i]: i:.s-;::,]-i.ir .l:g---'"iiecì- i;e::-t-.t-s fc.r f ì::,-: ¡:¡t¿i ;l:¿I'l t:icei:i;

ç¡]'1 i5-j-31i *irl- i,¡se 'f ,

f:, ."t')5\, 2r;. r'.i-i o!' ;5 ';::,.cl.-l rcjjc r--r.r-:'-,'-l -Î.:: Í':.--:, -.':--.!''i,

a¡iiì- c,-;iiisíon" Since utst of the f;:i:'rrci.:s j,zere o-l-d- 'L,ri;-cks cf loL'¡

ltaï]ieì-i; '¡¿rj:u.e, i- i r,:.::,r; too e -'.pei'r;j-ve iç j-nsrr.ie io.r: .,l.lle slrlai-i- ir::c"*

-b-ci;ion'Lhat i;ire.;r',,;'o:-ilrj- ïec¿riì"¡e -i::itrt'il:.ese ::ísi'.s* i-ii'l-95ru *ver

,.-... !2ji" r-'î i;Ìie 'Li.;c:lls i."rsrÊ ì-nsrr-i:eil- agail:st f-i-re errd- bheÍ-L- F¿:-tr::e:rs

inerr::eå f z,fnt. 'GT:¿-c:i<g ¡:trl ú¿ïs onii' '.'"'irer: -i;.'Lc r-r::tlac',; -;¿l.lre cÍ 'chese

¡l.sse.l:s ï¡ir.n:¡ìJrl's 'i, -i,i,r::ge ::'riiü.J:r"Ls cf i:r't--ì:e';'i;ion " C*risr:tluentl;., the :r

pr:,hiic l.:Lal;j- litl:¡ i?,rraì. pr*í]Ê:r:t; i"e;ria¡':e l:e t::"ite the r:eler¡¿L:rL'l: conside::*

r:,i;tr:r:s i;:. asscl;si-i:rg atiequ-zte ins-r-l::¿rJtce oÌi c¿:r*s a¡,,.i, tlLlcEs"

lli'r.',rs, ii na;t -be cc-nclu,-l-ed bl:¿i; fa:rri:ers lla.d- a,d-eilr:.¿te f-i -r:ey

cheí'i, ccli-ì siü11 au¿ rçse -b elitcnût-i ve i rrs;.-:-i:âi:.ce *

F¿rrne::s car::iecl- su-l¡srlantia1l¿r inc::e c¿:l: ¿ivÒ'b::r,-elc Iie-oili-';y

c.rrù 1r::ope.rr-iir ¡lrr¡1age '; l:r., u:rãrrce i¡r J-)6j tben. j-ir i96i as i:re;r be

vie,,ved- j.n i;abl-e )Çü,Y, A .reu.scr'l Ío.c tjris ccr.Il-cl irave been tha.';

fer¡iers h¿ir. irrc::e e:pei'r.Êiire vehi-c.r.e s uhich nacle -hrrer¡i 1:elj-er¡e tìta'¿

-L'r" lr¿is necesseï.1' tr: ee.:-i:J, liabiÌ-il,;r in-si,,-¿,;;ce" Á. fex ii:ciic¿1;eå

i;i:;li .fire a"genl ì:aå iniiu-ei1ced, îileir d,ecisi';ns in -i.rr:-i:-,-- ,. lr-r;'l;i ¡:;:,3.-l-

¡::otec-Lio::. Á i-¡--ri;i:e:r reesarL lråli ,ta,^i/e bee¡t í'rtl,,',, it r''.i¿i.s cire:-pel 'ro

1r-;:'cha,sc il:r-rrúce 'Llia;r 'bo pa;,r 'ohe !tit25"A'j peuai-i;' Íor: 'ljt.s:.-L:isÍied

6
,T,-r-dSeneti; ilL:¡r,i- a.i; :-'egistrat'icn" üenerall;' fa:r¡ne::'s d-irl- noi

A-c-h .'r¿,,s passed- zr:. pa,tl-,i-anert



.lel"j-e;e ih¿ri: li¡j¡]l-,"r;.' ì.r1gi.:-:-""..1çs ïã.s ei1 essenf i,:.1 pii-Ji of f¿l:ilíil

insç:r,urce. ilhe;r í-a-l i 1;hat,,'¡hj-l-e j"t ,',':.s i-Ìeccl:r;'1r *:d- gcocì- íc:r

l:.igiru;;r' ïûnj-c.ì ese it .¡¿:s t1o'G esscrriiai cn the í¿rrn, ilå:r-e f¿::ne.rs

{l=,',} Íc1 i ihe'; 1:-abiiit;" j-¡-rsuu:a.:cc..¡r'-¡ iltt necd-cci-'rrteil¡c¡: on

oÐ.ïse '¿::ucks or ûir- the f¿:;i:rt- An eildjircnal- J ía;r:¡ne:rs ("tZ/i) 'ùhcught

ihaç ttrouq:l.i I j-al:j",Lrt;,r l,rå.$ Ìiecess¿lt:¡ liot e. ca-t, j-t r"'l¿;s not es:en+;ial

on 'i;he f¡r¡n c¡' iritn Íarn inplenen'bs, llen farn ope.ratcls (.:7i,)

enpllasizeci rhat lia.b-ilii;r. íns.;ra.nce riias essentiai ¿"ncl ¿ neceoså,ry

p::ecariticn," 'ihe;' C.escri'r.ed- ii; b;r t;-siníj such, l¡o:ds åiri €1. ?lltLLstr,

?t¡ìJi9t affo:rr: to be r,ri-i]¿oi.lË y ¿Ërj- e*ile lra::et j/Orr Çr-iïri ihe ì:igi:e::

'l--.,- ::^'t::.c:,: ci l-oosj:',3' ':-.'e:7-L':ì.r.8 ' -J,tc l--' .i:il';:, .'i; '.-:-J:i:'::l-:';:,

l1.r-".::-:a: p t c'j":;c:.n. :-:g:,if :J:ce :.-ii õ':t:'':;:.;Íi-eå ;'.-d.Jc¡iie:i; !\ra[ i"; ;;--1i

ins-rtca.nce p::otec'i;s bi:ie o'¡ne-r a:tä d:'ive:¿: cf t.he ve-:'i c'lc, i.:.p ì;o tila'"'b

iirii.it, whil-e cant::ibut-ic¡1, -co ,;he -iJns¿:.'oi-sfiaC" .iudgenenì; F:-rilar tllc^

iec'Lc r:,t1.1'-i i,:l-ccen;'f:;':-;¿:iti,c::l .i::c;r Cala¡'es '.i i;],.c -'olri-clg n..:.¡'1'

c¡¡:-noi p¿or the åanag'es Ír-'ci* his c','¡n asseis, lllie Ía:ne,f ,1i3i¡ s.i;i-Li-

ì¡ç l--: sì;.i.g Îc:r: a:av l.r,tor1,1t Lrilcìer Ü,ts¡.;i.siiccl Juä¡cn2n1; jl'i'.t,Ì- anll. ,-;

can¡ct: be jucl5ec- a.s acÌeqir-ate 'i-nsu¡ance. !n- i.)íLt j-t ';¡a* no';

ccltI,-.tl so,f;' 'ic tcq::le el'tcnc,-.-1: j-;::,":i:Ence , '.'ìli.c:r l:ii,'' : rìlcr-l": |; .lr::

tl:e ci-ffeîence ilr ''rhe nir¡l'ne:: cf a.u-'ç.¡Irlcbi.,l-es i-i:r.s"rr-l:ed, and c-rr.nerl". :r-i.

L96ju s,il caïs ¡rlû '';::lrcl:rs l'reïe j-nsul'eå fcr irr:¡1.:r-c J-iabj-l-r'1;;'. :Jrd

p-r:opert¡i Caina¿ies llcr a;r aì/erlage cf lll"l-árû00 f.;-r ca"r¿q ;nd fi8t'OrJLl

fc¡' r-cu-clis "

I'', a,cpear:eù'cllat Ía::lie:rs Ìie,',i, suific-¡-en'i iiisr-:-rreflce t::o'l;ec1;i-cir.*

\e'1, 'L6li: r::î the f¿...riirers ce:::r-'ierl- less; i;l:an ii50yOOC ii::.i:itit;,-



-L1T-

t.e"qÊ,{ari*lt i ¡,].r_:L l- j !;;, ;¿1 til.å4çS.

ll¿,,.::mc:r:il cio ir.i-;'.r cii!:::{ i-a::3'c:ll.c'¡::.i;r cf ¿'e:ie::al- Í¡;:ln iil.'rrJ-ii';;,-

{c,riç::*Ìrensii¡e) i--l'.-,-.,-l.c,t a: ü:¡-'scn¡;..1- irai:j-1icy:Lí:.su::a:.'rce, -i"li

î9a\, rrlii¡ ? f;-rrris {:-2;i'¡ c¿,:,;r'::ii:i iia.rii--Lt;l irs-r¡::.iic.¿ -Cr::: ;..n

,:t.:1:zi;e";'r*'c.t'cLtr:t,. çi:,i-1')rTirl," C¡"e Ía-rli c¡::::r-'-ied_ li:iCIrû00 r:o::1.]r c.f

generE.J- iía-i:J-i:-t;r j-nsurance, ;*:cì. s:L:i ca::':--ic,J. [ilOuCOO" G-r:*-r"ip i,

sna.-Ll. íe..-rns, ca,r-::ie å no tztit, -l-ia"c.:--l-: i;y ),r:',.::''lricc" !-:, l-95í, Ìti'..':-/el,

,- /.-. !\'1'! .lt:--',':: ,iirrj c:.*r:':ei- ;c::.:rr.i- .i:,r,:l l::i:r:l-.:-,"' -,,rî -:-j,,ic':. l.-::

:.i:ìcrÌ'-1, c:1Ì r,:'.:::;e li¿-bi-1f i-'- ...r.1-.-r-':.-ce ior" ';i-cl': r:¡:::j'i;i-:' t-r-,î-:-l*

ance åec:ce¿lsec'l- bj- iil, )j:- fcr ün e\;r:::i5c i'l.t;r'i?j- lfi:e¡:e '¡ere r:'i-i-l-l-

c-,.*l;0rr cf Lhe fai¡ile:-'s iu,3::oup i-l'ri.tir n+ ii-a¡:l.i'5.r,'.i¡s:-¡r.nncc"

En]: J- c;r¡e:,: ! s i i a,l¡ i li i,;r ¿¡¡¡ c cn;:e:-r-s ti'; i on iÌ1srr-rlr.zce',r'iÌ-i,r

p:rac'L"i"ca.liy '';-*hearit cf. *l:¿-l,c f¿.r;:re.rs ccnsiùr:::erì. 'rl:al i;Ì::.ey sliculcl,

"lco]c i-ti'Lo 'i"utr cïìl;r iço -[:¡¡¡s i1¿i- sû]pl o¡ie.r?s iia-ìri-1i"ì,;;'* Ycre 3ô;.'J

hed. hrred ¡i:cn a::ci ;;a::'L*i:j"ne l-¡.1-ro.c çti"i c¡'i nad-c '[ite]ï -piri;erii;:-aii¿

t - -.;\.,' :- t ê
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'iìir,;.s u i,3 nny' ire '¡;o::cluûr:a '¡i.La.b f a:iuer,"s raìr"e -rrfiCe::iii:o'';er;'i; e t

zgai nsì; lia-biJ-ri;;t sl-l:-i:i , t';le-Lire,,: bi' fo::lr.a} ol: ji ¡-forul:,r'- ^i-ns¡:;aircc

s cilelïls:i .

!¡ss af Pcssessicn b"ir lir'¿¡ri c:: Criilj"nal ilciio:n

T,oss of pcsscss:Lcn l:;- Ír:u-cl end- c::i ini-nai ac-b-í on ,¡¿¿s 6f :ü"ì:,ic:

iirpr;::';e;rce :.:r tnis s-i,-';rii1.r" f'r,^fr¿e:::s l'-zr gererj¿ì.]- cìj-iÌ- nct -ì üsu:re .Lile.::

assets agarn"si.l-osses f:oi¡r iÌleÍi ¿nci f:raud-ul-e:r-b rr'-'-1.-i nr.'e. c-'¡nrrt ¡rjt

cc í.'s5 ';:,.lclçs ;;tLl cc:-'tair: :l::::c:t:.1 i:c-'c¡..5i::1;1 . 1; .i-"l,li, jL.li.'c'.:e-1 ,

ì:e re:c1;-i:e C tll:t tì:cu¡h -lLLc :::srni Llct.: cÍ a 1cl: iì:r'cligh. Ì-:;å

at: cczrn-rL¿il- action ccülci- be l¿:i'¿ey i-ii is uei;ai-iy= s;r::l-l- a:i-ri- ]-lci;

f:re¡:.ent- thr"s, i-''; na¡' ];e ccr:cladeå 'chat j;hcuån i¡rn*rs -xe::s in-*

,.'J.cc=.'a-:c-1 ¡; ¡-:o,t:t,ûtl: 'r:¿. jr:r-,nr:l- ì,Ìi^:1.::.liret, , s i i l:tcr :,^i'j-::i-.:lt

"Ì rJc_i'ua1 ii:sr.rï¡J-ice {sarv:-n,gs and oi'be:r: ¿:setr.l l;r -le arl-eqrraiely'

1:::cLectecr agaj"nst emaln l-osges.

Lo.ss cÍ ;ie L rnccire lesiL.]l-i+:ií,; irc-r: lei,lir c,:' lii+j,ii-r-l;)' ai.Iic;
?e.rsons

'IJie loss cf il ì;e;: pe:rscti -i::c¡n ri-eaì;.ir o.r' d.isabi-i-it¡r couj-d-

îo-ir.rrq.-.-i'Pîo:t tlrc l-ì i¡¡.nr:i¡l iìr'(ì.-'.aer r:f '1i^,p í'fCn l.*:ti -r,h.C
:,- v;.-

sec,.r-ri'r;¡ of ilil .iarili-ì-;r" tle¿-bir is a ce"r:1;arni:¿,"" I-t i-s nc'i, tha'ç

C-eabl: çi'l l- occ',;¡ iilaj; c::eates tìrc p::cl-r--en, t:-;.'c -j:llai d-e¿'i;h ni¿1tt

ûccr,Li r,,,¡ller: -.he busi-¡¡çs. is :n :Lts irria;rry ûï -ireri 'b¡re i'¡;r¡n .i s

l.-.:.-,'..*l-;' l;ìC-'-';jLì:'ii: r'll t.-:Cil- ì; lC ''.-:C¿;a:.:rlc:-' i-:,:l i- l;.,,llJe i...'.ì- r' :ft-:3

î::i:u. to *o:'lie: b Õ:l :.;:. ltal:lì ca:;peà i-e1::nôciri ;r s'--,-;flcrrD Tl:li:

Li"fe ins:;::al1re nuÊi be .¡ie,ired" es a ir:rctectilûn fo;l -bire fa;:rr i';ld-

fali-l; a.rai:ist ilrÊÍiaîæe ù.ea/ç'n, 'ikri"]-e Lj-f e insr"ir¿y1ss Í1i gi:t be



.T:

i:cr.rghi ¿r.-\ r,i Í:lc'"fce tf ::e-Líve:;u-*n.b a;r'.-i savi:'tgs pi-ein, j-'ì;l¡as:lo.i;

€i:.:e.ld.ne{:J. f::crn inr'1; pci':-b cÍ -:i:r'¡. tii;evise, accir-cÌe¡rt ¿:.ncl

si cl,:ress ü:s¿bih'i¡i, Liei-,-1-i-lt r:lsu:ca,lrce, ald- bros.;iiai j-ns'ç-l'¡;:rcc

i'iere .il.rilminec1 in ::eiaiic.n ì;o iiie ¡¡iou:it cÍ pr:oiec-bi"on ii p::c*

¡¡iclerl- fc tlle ía::¡¡. iylrs"i-ne ss a;rd- the Ía;L:¡n faririi;'.

T,i fe Inçu-ra.¡rce

Tv¿o ci.i ffe:e.,rì: l.pproaÇhcs l'¡ele l.rsed, ic estaÌr] åsl:l ,cj:e ne e cl

fc:r pu-r:cae.sing 'life insrl-ran-ce" Trl t.l:e ÍÍ::s-b nEihcå íe:'ine::s ue::e

asl,rec- i;o ind,ic¿:te 
"!ie 

i;,-pc r-ncL';c j--'-si-f¡- tl:'-eltEed" fo:r iiÎe

"ì,rlsi;r¿rice, whil-e in i.lie ¡;eeor:cl t.lle'bl:"cr ¿la;c,i-s'b-ì cii-q 1'reie ij-e.¡eiopeti

i;t iteasr-r:ie a.Jerliu,cy'"

1c cb'i;¡rj ¡r ui:åfo:rni ''r;Jtr "'ch;ee i,lain cl¡rsse s ,;f .l-ifo ì nsï::¿;ics

\ti7t:{¿ rti.a(ie, fcr 'i'r:-e iattirc:r ';o, :'.rJer:tí!';,",l:â:1e,a,-;;'t i1) p::o-Le c'Licn,

/^\ - /-.\ 7
'r'¿) ,:::Cae(r:".-lji- I.rr-,- S;.:-.'f,lJij î.Ylù \rj r--4.1.", ii':j.' '.)i :.f'ìi:-rl'...:i ..Ja;

a.s]:;eå irv reference ic tlieso i;i::i:ee c:.'L,ego:r,'ies ''¿o çie'i.;e::ni-r-re -,'.¡L¡ib

farre;r-'s -1Írrn-'úe¿ i-ir r:'Lfe insu-::a:oce. The targest ¡:¡6';rç"f ir:- (52';'')

1TrúJiriLi ìlro¡ajc,r,ion ir i rfc i n:,; u::¡;i:rc* i- * e. pi:.le i nsu::¿tice. l,i*s,c cf

tirese, "1 6 ,'¡t:i ci j7 s a.i:3t-erl- ';ha.i ti:e¡i rcuf-ci- i:atire.,: -i irvcst in -1;-\.c

fa:ïilr sÌie:reì::ttd,r:lu,: cn:ì-nr-cs1,¡ten'i; arr: l:i,,rlel Lna.n irt Ii-fe :i-,r,isu.Íâirice

-,,,.¿Jre::e -r:etr:L:.ns ¿i.:-e rrri¡,.ua.-l- ::"äå '\.-l;.:ta::" T'i're :r-"elra-?-¡råe:: rri¿:¡:tctì iifc

,7

' ,iar¡-Lngs r¡ras crl:rsi-cle:reci. e5 âLr-

ïlll'j -Lr: r:r*L ec'i::taír.,,¡¡â.$ i-:a'c (]:: l-¡Ie
pr:o Le ':iici:! ':ii:"fr :lrl.e:;-i;if:eii- a*

e:iåc,".., ¡iielr-b or' ¡;nn rl.:i'i;j¡ -i-; Lsu-rl.ir.c c ;
i;r:r,l- ¡.s 'i,çj:f:n", ;1a;in.Js artd.
*:t)i.nt-rj' A', fi: s anc': i:-t¡tii;eii i:.1¿
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LLi,l,yt/;

1

1n

*l_

0

I

I

0

*2

*2

IV
Change

it -21-B " 07
-io "56T(,

$'18, ooo " co
va"957;

{i *218 
" 07

*30.56"fr

{$185 j1J.00
va"95:/"

0

2

2

0

0

0

0

0

0
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Total
Charrge

lL1iÞ *i'r)t
*0 

" 
36;,¡

$tg, 75b . 00
L]g,59!;

$l ro"el
6"gilå

$1025j.00
L35.i4T/,

B

+o

,
:}

*ût

a

r

tr

l_

*1

(
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SU¡'fl.IÀRY ¡IiVD COIIIIPAË,ISOI{ CIF iT}E

iffiÌ¡r

I}TSI]T-{I'ICE I}T 1961" ril{D 1965

TV

{rger)

{f 71J"56

1!l ¡ nnn nn1}¿t, vvv o vv

lL)")o

$.È14., 000 " 00

0

0

5

0

L

0

0

0

0

Total
/r oÁi \

ql'lÊr 'l.)
\l !v+ø LL

çlÊ on / rìô
12u9 //v+6 vv

4) r)J" I )

$¡7,561"00

L{

L7

4q

0

IO

JO

6

IÏI
( rger )

$r 184" 64

'iì22,705 "00

$ 162"00

$i21e J21,0C

A*f

¿L

ri

10

B

1

¿

0

TV
( rger )

# 495.49

f¡J2, 000.00

495.49

932,335"AO

0

1_

v

o

2

0

0

0

o

'Iotal
(rprt)

Íii I,qr-n<
1r +eqe 

J)

{;18662 " 0o

ri 164.59

.$u794..00

t5

7¡7

18

4\

I

ÏII
{tges) (rger)

l} r47. l-l. Íl q2"51

Íi15, 760.00 $l_7, us" 00

t<6.11 + rtTt\^*+t "Y)

$15,04J"00 {i16,55i"00

6

lc)

l4

11

l_1

U

O

7

1

5

2Q

9

L7

"tÅ

o

+

l-

5

7

10

6



Group
Year or change

Average Prerni-u-m
(op""ãto" ana other)

Àverage insurance colreÏage
(opurãtor and other)

Average Preniun
(operator)

Avera"ge insurance covera6e
(operator)

No" of farmers with insr:rance on others 
'q

i'To. of term insr¡rance (oP") 7

No" of ordi-na;T liíe insurance (op" ) 11

i{o" of linited pay life insura¡rce (op" ) L4

No" of end.owment life insurance ("p') 1l

No" of terrn insuïance (otÌ:er) o

No" of ordinary life insurance (othez:) 2

No. of linr:Lted pay tife insurance (oiher) 7'

ltro, of end"owrnent life insurance (other) 2

I
(rgsr)

{¡ 159.8i

{lg e ooB, oo

$} 110.90

$¡6 , 960. oo

II
(r96r

$} 156" 15

Íi6,622"ao

[} 151, 
" 
B1

f}5 ,822" o0

7

2

7

tq

0

,

5

2

rrr I/^^/-\tryb].l (lJ

$ rso"ai 
17,

{)1r, 42r" oo i)r4,

Í| t5o"go cl

$ 9,987"00 $r4.

7

o

9

10

7

o

1

4

a
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,
i,l irá 'i;csì; .:;iiis coniì-'*r-;-Leå tc ç-c1:e:¡:p'i ;i-e -i,j:e åeg::e e of asg':cj'ai;ii:::

'j:s-b-,,vse;r i,nier.l'l;i.'¡ns anr-å ¿ciian"s " I'ù r,i":i,s hi5iiJ;r si3nifica::t a';

.cû1 cle ¿i_r_.i;r L,r,,t-t*at:-n3 ';jraì; fai:rrels jiacl. p',.':rc?lasec- sone'cl,:"i n3' el--se

"iiian r'¡haì; the;r intcnc'iecl -Lc b-'.4r" 'Ihe 're¿son for -i;his åíscrepa"úc)'''

xc-,Ii have bee::r simila*r to'che fol-l-aivinS ¿¡r-;'en b¡i Ûo:rs"u:äer

F,e¡:o:*^Ì:s t

Bu.t .¡i sdctï d-û€snB-i; ccräe û¿:.s$r -rn ';he insur:a¡-ce :::a't:kei. The

a.,gen.L sell s a c:arfusín8 aj]leJ' oÍ ware se anci he seei¡rs tt
1:á."'e a. h¿r.bj-i of Ì*eeping his pure p:t-'otecii-oi:L policíes t"c-cii-ed-

*irt of si-gÌrt- llne 1i:ren:u.ti 1:r:"ices iha'c h'e ou-c'i;es mÐ' T;e

Íui-l- of i mpcncl-e::ab )-e s*qi-r'mt i--i;y ùi s ccunt s, ainujt;r
{.re,c-i ::emell-tt i-,""o*e) valu-esu 'bire ¡-'a.-be a-b 'r¡hich ç¿sl1 ¡i¿¡ings
acc'rrauf.aie i:r t.lre .oolic¡r, a;td- i;he u¡p::eiLj-ci,abi-e i:nrj-n'3 arrti

sj-ze i,f ::efitrds "¡ 
si;;qpiir-s -i,JraÉiuilis {di.'iid-e::ic-s)* tc cile a'

íctt, ,iii-s r,lal're:: cí speaiing :ihcu'r; e },-o1-icyts Curreticll' c:l*¡I

i;la.ke ,¡,,j:a'b Ìre calis ilpeimejleät'! iltsu:a;lcc scu:lå -l-jr-i;e an

essen,cial saiety feet-{-,::e 1rhe-a i-i nay actul"J-}¡r ¡* i,:"-lr:ieei,eå

oPt"i-onai acüessor1¡" L'

Tn othe.i: ',Jold-s, Íarners re:cr.: pe-i."iiaps ccir.f",;sed- ¿r.s 'ho t¡bai; ì;he;' "'76",.]

ac'¡ual 1l¡ -r.iyi-:rg, [ìiris uas reflec''"ec], j-i:L the si;Lri[,",'¡jren se'¡e-r¡.1

fa::¡ite¡:s insin-.,r-ai;erl- 'çÌ:¿i'; tire;r ;1¿¿ bcugirt insri::ancer "ir:Lsi io gi;i:

r*ici of the sa.l esm?:{itt , o-u tlbe cause i t scr;¡id'erÌ- goocrî"

*,'a*::tlrs::S l:¿',d. i:¿c:r-'e.ased. tire ancu;lb of I iÍe i:asujAnce Ì;liai -tl"-c"

ca:¡,.reå í.*om ¿,¡r aveïagrÌ of il? , j'L ';a !,li'i rigtr tn L963- anå 1!6! ::es*

pec,;i-vely. The;' haå iir-rrcha.seå ciu 'Lllej-:r suír ii-fe an ¡-åd,itional

':-l 1 "l .ì7 nl tr:t^. l:--1'.;t1t:-vg.'j, !i PUrÇ itlsr-:Jal:lce l¡itil e.rl o¿¡i'¡,-i or:.al :lr):l-0"6'7 (5. glþ)

pïel¡tii-;-n. Ii ';¡¡;-s er.id-eiú 1;h:i'b f¿rne-r:s l:aC- i¡:asti-call;' ch¿:¡ijed- ';L-:eir

o 
Coo-u"**r: lì.epc::ts Y,:'," jTu iion 1u ¿E-y^*SiT-. Jattt'zry i-967"
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thånktng on the role of insi:ranee in their busåness and fa.mily.

They had increased" tbeir ovm insr:rance policíes by JBu whí}e at

the sa¡ne time óeereasi-ng by eåght the nr:nber of insurance policíes

tram 32 ta 2Q on theår dependents. The total nunber of term insur-

Ê;ree pCILicies as a pereentage of total i"nsurar¡ce polåeies had'

ånereaseô from 12.6/r ta 56,flo, witln all farners eerr¡ring sone life

insnrar¡.ce in L965" This was evid.ent as thej"r total Preui"um on

}i-fe í-neura;lee had decreased by A"86'/" wåth a narked increase of

LO9"5Y" in ad.&itional life ånsuranee eovera€e"

It may be argued that this was not the nost appropråate

method. for ealeuJatíng i:tsuraJree proteetion a&d. t}Þt cash-

s¡:rrender values should. have been åncl"ud.ed a"s par* of their total

insurance protection, I{owever, since the maj-r} objective was in

evaluating a¡d. measuring ad.equate protectíon in case of elísability

(permanent and tenpora"ry') a.nd. prematr¡re deatir of the farmer and

other key persons responsåble for the welfare of the fandly a¡rd' the

firme it was not se1evå,nt" Fr¡æthernore as seeuråty for l"oans in

eas6 of eÐerg€ne5r, the eaeh values of aoså ånsuravree polåeies were

extreaoeþ srnall a¡ð quite ånsigplÍfieant i^n terms of helpåne fina:ree

a, nodern farm busåElêss"

The purpose of li-fe insusa¡aee in a4y br.lsiness is to oover

aga,tnst preme,ture deatlc of pessons dH"reetþ involved j.rr the sueeess

of the buså¡oess" Aecord.årgþ ånsuranee eovera€e should" be sufficient

to fuLlfåL} two goalss (1) to replaee the operator arrd. h;is key

personnel in eaee of inrmtnent d.eath until" aðjustments have been
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rûlri.ttlc-ü€al ritr.{l {2) 'Lr; ¡:-r:c'vJ-iie elLo"'-:-gii tlcc-;J'j-ilJr Ío:: 'biic f¡¡.¡¡¡i ¡"-;r -i;¡r

rrrr:j i:j;;,'i yL j-is iti-'eseä'¿ s''r,anüa:r-'d. c.í l-ív:-rr,':, ¿-ïlC Í't1Í!l-'l- i-i;r-l ¡ca'l e "

,I.,s a ¡¡:ci-çy -i t i,,as ç¡il 1.r _¡:lss-i bl-e 'i;o es'ba,r-1"rsii i)it-alÇ Îi':.!:i1lr3-iltJ cilJr-".i-Êi.i'

On tire e.Veïa3e enCu.r;h ]!i-'e Íns-ora,:rce 'cO ccv€Ï 'il:ei:r cleÌl'r;s r'-r Ì;c'bll

lpeïi-oåS, ?j-",:s '¡¡c';-l-ii. ai:¡:eir-i: 'ia 1.)e ¡r rii-irirÍi-uiì s-fi-Lez-iC¡1" it rras

c, +Ð :; i;!c_..:-1ú,1-e, iicl;evel, .*lie .i,'lc.r iife ils.-:1|:a-l\ce need,s c'::'i-Llii l:e

,,l.eier_.:¡inec b1. 5:roi,çin8 cla.ta" li'LLT1;i.Le:: ¿e?ie.ii¡'sisì '.r'",fr.ffi ::eqrtj-::ed- rn a

íücïg C-e'ùa-ì 
-Ì ed- ío:rll. Lif': ilsü':iìc;e Ìiccùsj vef'- ',',''it'h eac¡. ii;nli.l ,

"?'is sii:iile"¡-'d *f l'. .ring, -j ts ¿'caiS, C-epeiräe::];s, asse 'i':5, I j-;:,niliiies,

!Ë.fSotf:..: v¿i1¡es ¡-¿ú -L::a.i¡ii,r¿' of hi:u-s:eu:r-fen Ii: ihrs ;:'cu'cþ', :-'L i'ras

]l-eÇÉiSsa.rl)¡ Lc e:i¿,,:¡lir:e eech fe;i::ü Íali,ii;i l.-'ela:trVÐ '1l. c*-''t¿jtt agre eii

rrlictl rtilil: p_Ti ào illie Ía:ilt -n,,;-si::ress ,:lå tire f ar:ti-i;r Îe:re e:iÐ,il.ii:.ed e,s;

a, tril:-t.

i¡-e-rg-i¡¡ *i*í.e I qsgq¡+qe* lÌgq ¿-E

Á. ¡.eecr_ fc:r ij-fe insurarice is c.r:eaied- ¡¡¡].rer¡ one or Iilc:ft perscns

cf a fe¡i:i1-¡l mi;-c'.r d,epe:i'Lcì. on ¡.¡:lc'¿her nenlre:: fcr iecne;t on 1¡¡ilicil'LC live'

iilia.r:i-age clces not a"r;-tona-'uici;l l:y creaì;e eccnonrlc dcpen':ei13i'g 'it -!îas

¿:,ssr-.-:necl'b,raç ¿, yoim€, heal'L$r i'¡iÍe'-:lo-'.liì. suppo::'L ire-rself so l-cng as

sire traa- no enj-.ldte:f i,G sir¡pcrr-L . Tlit;-s ii ì;aices ¡ì"ri incclle eáLl'nÊÎ l]-1 r'rf

*oilr: r]-*peni-ì-elt perlson i* cOirstii:''.:-ie a"n insç:i:eiì-e inì;e-;es-ç.

irrrtiril; 'i-r:+-i:ec';i ctrp i ri 1;he e-'¡cn1; t:i i:tetta;i;t;::e 'J-'za'çh. 1;c flie

ch.isf û.pe*e'ca::îu ¡i1-r;s'G b€ i:.rietp:.ì;e ic jlulfil-i gea1s" *vl.e o-î tire na:in

'basifç cf eacl: f elÉJ4 , rrr-s¡ l:e ic j-åe::ij-fJ' iis Soai*q aiiú ¿'Lssess ';he

eïtec'l çi i-mt:tj-*e;":i; åea,iir ::yt 'hbc fa.lrill;rs ::;ay cf l-j-íe. jrrr a'J-eül'¿ite
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.j- íi;"l1r.irt.i:'rte 'í),]-j.c:l lrr3J" ccsJt lle l-1.1cåirr-r-:lr:i, i¡¡.ri-i:; i: iil+ ': ' - j -'-'-')::"''-: " 
'- 'l

,..1,i:¡-iit iriì ir- J-ie{-i.Î:le Li, 't'i il:r¿ nt"tO*-. r'iel:rr1.¡ cil; cileir¡e ¿¡-rÌ -i":r.: -i;il--'.:'

-rjû ¡jS r-'rll rtUS i ì:r e -l."eY-i- ûî'Ê li -r,'C::i':''jl.i C a"l- l-y'

U¡ðr..;: -Lilesc c-i rcri-lts'ü.gíiûa:s, ilfe i¡.::i-,ra.iice ¡lilis'f ij¡: L:i-rfficie::--ll';

i-a.r;;r:"i;c s".r¡;:-1,ejneilt e)"is''rirt¡:::e;:ot]l]Ü(ìti ar; ¿r;i ad-ei¡r-r-¡.'¿6 "l-eve-l- 'tc

g;.r--¡,r"Ll-btC ecc¡iclti c -eeclJi'bi¡ ûnd" íl;ifil], ,cieSerrr.i ¡ì-' jeclive s'

iii, i-e¡:-';l: i;he ¿:licu.¡:,1; ¡r¿d- b;r¡:e r:f ûccnor-r'rc;iGCuri"bJ'' rlr':"tit

fr:Ifiil- iiie Ícl--l-ciiing rLe erJ-sc

{1) prc-ritl-e si:-iÍicir::r:'h -iic'; I C,i-L}'

{.2) 1:rrt',ttc-e fan:Ì--'r-y' i,:crLirrJ,;"" -'i,:lcci;ie

ia) ì)rrrir":; 't'.re a¡:titt:a--l ncni:hJ-ii i-licliire í:c:::icä

{i:) ïr,1cN ,uc:ir:i:n¡; Li cr:'¡::: ¡:c.':icå

l"i:) iirric,:' jlet-i-,:ei::i::i.', pe:*å'*,3

{1 ) ilcl-ucraticir ir:L,i

{4.) l,hl¡sa3e -¡;a¡ueri',,r:

-i\i, 'i;irc 'l1ne cf cì-e aì;h e cr:::';ain â,iiilciifl-'r" cÍ 1i2Liid.i-t;, is jl'3qïir-'Èiì

f c¡,': .l-j-t¡:i¡lg c:çeni1-j-'i;1.:-r,3 ¿-,;rä f cr se-ì; i,le r-re¡Lt i::-rì- s-l'cce ssi{,'n cbl-'r-¡;ai j-r-;-. So

ililÍs líquiÔi-t;r nay be B,v¿¿:|-j-alr:le j¡r c¡¿sity Íai::iy ii-quricl" ¿.rsscl;s, off*

:í'¡,:r--trr j-,rr.¿esilltsr-:.ts, ì;c:i'::'ciri-fl3 i)û,T,ej: c::: ín 1j-'ie ìilsç-f¡ìnce,

LJ-r';i.rlû:i-'1.;i' lirls''ü le ¡.v¡:-L-Lab-ie fc:: :lcaùj-i;li:llre.ri.t oí hire f¡illi-J,;i :..'::'à

ãriircess'i on Ljiu,iie:: !r." l'¡tr eyell'ç of tl-ca'ç::,- !-ilì s l:lou:rr Lzil I YijîJ ì-ì.rjpciir-i*

.i r:g' cir iìr¡ si zo rf 'l,ra ei.j'I;¿r'i;e a;LrJ- c:|b.c:r oit jec'tì-ve s " I'u:rer:al ccs'üs,

i:'*ru.sc,tic'l å Lil-is , a:tð- ¡teiì.ical costç lir'u-r:'i; Ì:e pa.iri shr:::l;1; i.Î'l;e:: ile¡.-Ln.

Cär:;:e:ä-f ,rt-pnrt**rr9 a;:¿ j-il j;sï¡rer:ìi a.'le i;e::rii 'L¡:e,i:¡; ¡¡-r-$'1; i;¿ seLtieù :i-¡i 'l;lre

y Th.i" i rrcl-ud-es cpe::ri';irr3 â:ilenscse t"D,Jiesr :1":nf e::esL ;lnC- i-::ii:aid
s.l:.i.;i: j;'1;e:'rl loar:s, il'[c.
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1, i,¡?..iL.t Cí' d.e a,;i:r, il:;eCi_l,r,O:: _lr_t:_r_il til-!.Êl:: be .,-rt,¡.,r-i r].ciir Ë* a:i l;c i;itl*.i_i,

êfíe c" ,ïe ;rrci equ-i'c¿l¡ie rii-l'c:1,'ibilb:.i-rt r:-i ijresej':i-i -i:esi:ri-r:ce rl ,.{i-'bltLci:rj,

-',-:i-..irr.iiì.a-r:-ai\ ûl't.i:e f¡,::-n" lllie i¿:"rl-:-1;r l,:'tr-s-5 Ì.te ,r.,r:cvi-r-i-e,1 
.'¡'-iih 

a.

read-;ì.i-s"rirsnl; ¿¡-d einer6enc)¿ Ír:-ird- !n 'iire eï'Jrì'i of cieia;,.s a¿iì. t-trft.:r-eseel-t

ci::c'-r-:lsta-rices, Estaie ''r,a^:t arir .inccli'ie ',;a:: nugi be p¿l.ri. ui'i;iiin á

rac:.i1,iLs cf åea.Ll:. cr l:earl rreïes'¿ a'; {:';ro" lli;rs cne rira,irL obje c;i;ir.rs ¡11g,."

be í;,: prcviåe 1;hc ne cessa-ry j-iqcriùri;;' .'rt-'-i 1;.:: f::,r,ri-l-¡" Ìras haä

sirfficie.nt tine -Lr: sc-Li b"te íl'¿"2:n, at ¡- ¡,roroon¿,ts1 e rltrL:ei p"ri ce ¿;.nii not

be Ícrcecl r:'r'ic a cì'ni,trlc sarie ir" a lcre:: n::i ce" ii:ie insu::aJice Ðlris

e::; s i,-.r- :-e :;criïtû5 iriï;'; Ì:,: etj.eij,irate tc ;:::ov:Ld"e sllÍilcicnt -i i:ico;-ric fs.¿'

i;he ia;ri-i;r i.r-li;'i J- iiLs cì:riirijreiL c¿r-n r;i:o,,r.i rie f c-..r-' i ile llsûli¡efi ::.i-rr.l- 'i:¡re:

i¡icl,o"r ca.[ ]rta:i{Ê nccciìsarJ¡ ilcl-ji;-s'ciileri.Ì,s, îìtc';¿;Ìr e:i:rsiln3 esse''[s i¡ru.s'h hc

1r.ciu-Ì-cl enoig.Ì] ',,o h';y g,r-'cce-rj.esr j)aj ri--rr'eä-L er.Icndj-i-L)-J:e É trn-.i- r'reet

r-: -.ij r .-.',¡-,r1 .l'!1:.,::l;- '-t.1.j;-i.j 1.''.g ,;-,i..1.r -ir r:l:fl- r" .-i; ::1,.;.ç,i l.î

sr¡ificieyLr!.1,1r ì-¡;1cç ic ilec4; iìc?essar-)'cxpenseJ Ío:: ¡:e'j.si:Lg a ft"çf,l;. ic,

na1;u::ii;-, iìlii.s ¡er-'iocl ';."r.s icie:rtifj-ec- as c::iLical income ;ce-riccl-. In

t.liis si,-r-d¡-, ii r¿rs e,ssuned-1;h¿,t ¡jre p.reseni sta¡ith::å cí li..'rt:5 (al.'r

p::esent caso lrv-, nS ezpe.j:.üt,;,-:'e) wc-¿id- lle naiüta:inei'L 'u::tii- the

;'c"rr:5e:i, ;rerl;e:-" c:i "tne fantiL-¡ h.ad- ccnpletecl .high scllcc)-l-, c:: :.'eacherl.

.-'-he l-8t]r Ì:r::'r".1: cì-a;.r,

Ilile ano'*i:it of ii-f e i i:s-cre:lce åepe::,cl-s c-r: the :ti¡dre:r of ;rs¿¡s si

-îrm-i l'i¡ -rrâc- ^nqihj1-i+i^- ¡-¡¡an,r* aSSetSy Ie,¡el ,_.f l-lVingu fi.eì:tS a;r.O_
-ç'. 

!v-:?-

rr'ase,1'u gce-' s, ÎÌi.e more leûpl,e tjre.r'e a::ç d-epend:ng cn the .ureacl*

:,'i-':il:eL: icr-" s,:.cpcii;, r-l'a ,;i r'þgr ì;.'.e cc:t cf -';',ii,''_ ilïleitci: hú-uc"

i'il,-cr-i::a- -l-,ì:¡ .ra1'_¡1ac¡. thc .1^iiia.4a- ihc n,.;-fe :eJç.-ri:clì:^ì i'Tâ :tç¡.riiÇii,



-1"48-

ljg¿lth û:3d. ï{:sû11rcesíi.r.]-l-;3ess ¿r.j-so j-nfi'-:-ence íns'r,le,rice neeùs; sr.icÌ-r i1:ai;

i'.:Ì.:en d-epenåents åi:'ri ûeflial-!-y o:l rL¡r'sic:iiiy ir:f-r-::irr i-niii;ra.i:ce r:reeCs

ii:c:i:e¡,,se- lra::ne::s '':¡i Lii ia:rge i'¡eal-'r,.b :r:eclr:'i::s iegs 'i ¡Lsi;-rilnce tii¿:¡-

sr¡le'jj cnes r¡j-iÌr fe',s assets a;tcl- ilan¡r d-ehts. Tet, p'roba-i:l-;rr 1;he n:cs';

itrpo:i:t¡,'.,'L-i; Íac-bo: !¡"-ft*encin€ iüIeSê.*L "l-evejs af :ns-c.-r,'arlce ¿lïe p.re*

'j-ei,e::nj-neå goal s a¡¡å cle si-r'e å s''r"and-a:r,j, c:í.' Li-'ii.r!"

Ei-u-cation fu-irå nu"si also be orie cf i;lle naj-n. çÌ¡j¡eçfi'¿ss -7¡¡

er¡e-l-.irati-itg i-r'Ls-,-;-::¿¡-.nce neeâs" 1'o^clay nCst ,ceopl-e viet¡ a cc)-.J,ege

eåLicåj;-i;'j.û:rr fo,: -i;i:ei-r shildreä. as virLueli;' ç¡i-1"a-bc::;i" Tjnclsr i;ilis

arS";Urpi:.-+n.i^'l ,V¿:-s eS'Clna'ceå iiil"l ¡i-1"+:n,¡S',,r¡t';-'i-cl- p:rCr,'iC-e ep¡-rt:":imi:.-iCl-'¡-

ir:l.ll.f ';ir,r: ccxt o:f ü, ccilegc eåucati cn- lll¡;"s, ccl iege eC,lrcali:icil,

caiculaie å e-'ì; ai:p.r:o:'-inateJ-;r i¡lr:OO.C0 ¡er ;"ea:-' -fcL: a fcul ;reür

ljÊiritrd., r'¡c.:;-ì ri 'í ncle a.se 'i t'rsi,lr:-.-i:,ce üeeås co:,i.s:i-d-c^ra,biy' li-'ne neeii- fc::

l-i fe i.ris¡-:-i:ance ,o';'j-l-i be i rr-f l-nenced i-.j,' ti:e E' ciowr s "ol'airi-ì riE¡ lle ¡;l'r;hr

ann the í:-mi-t;'ts d-ec'i sion c-f ;'¡ireiiie::"bo i;::cr;:i-il-c l:e:: uith su;;¡lenen*

'tt'::y' íot:one cl'-¡rilig he:: wor'üng J'eers" Thís pe:ricri uas i-d-e¡¿tifi-ed

å.s fïûlu. lie:: ¡'ç-¡,;13est ¿hiJ-¿sr iSih br:-'i;i:.d-¿j r-;::''çi-i s.l-:.e :reacire d. agr:

65, ¡¿t r'¡.}ri cir iírne sj-r.e :rcuLd -feceir'e clC- ¿"¿ie secu-li'o;r ':e¡:.r¡icn"

lire Ía:.r¡d-ly nus'i; cìeci-d-¿ ',.¡ireblie-r j- l, r!il-l- s;,¡;i,'1-clrre IL'¿ o.i: g;'ç¡::a:rtec:

''¿irr liì r:iol¡ r s '¡ ncÕiite ,Jl.r:ing ile.f -:T*i:liij nii i¡e:r-'ÍLrt{ " i+" .''..¡s-li ilssÌ-iliçi. i;ilaL ií

ir::c.,'j-åed- i',, ,r¡cir"1il- L;¡¡ ,'.:i.¡-ffic;:L*üi,L-;i lr.ign'ct:;i,:'J.¿':r:D:itlr?e ¿;,1-:i"}lrie

.-. ll: t r'i -. i-i:; 
. :r'.,,:.'- "

rjh,¡ íi¿ei s';ei: iit a.lr¡i iifr: 'i-:¡is;'i-¡:¡f1.ce f;ia."n

:r:i!:er:.c::i'b i:-',ccir:e ío:: -bliç rvldcv

:-'i: t¡¡o.;}t-tl Le ¿-råi:q"ua,"ç,¿: '1¿t pir-:r,'r'åe

p:r'e ce 'J*i.lg pe::j cl" i:*rtii .i-e:ii;h* tllhc rr *,1¡: i'; ¡:,r: i, üÊ-1,¿:le i.j-
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f i.; ìl-i..r.;'' ¡ìLir iì-iti.rt.-l-i" ¡ ¿rie.:;;:-:.'.'';e ';i:i¿ ''cl:e ii¡,;gi.rcl' ,:lc-rilili-;

O:: f.ir:ì -Ì;,: :ge Íi;,

i,lc^rtga.3e :-.¿rir:-'ll¡ice ji:: iic l; a:i e:-:d- ir- i'¡se -t'í-

ä:i erid" IL i:ra;,' r¡e C.esi-::¿.i;ir: {;o xe-rJ, suffrci-enf

:: llÊl lS:

I iÍe inr:i:.r:,:.,ii,ce i3

f:re e tl:ic fa::n lí C.el--'-ts , a;br:-4:iit j-'i is 'i.c-:| ::' lir:crj::s'ì i.)¡' jì.s jr:re *

"'¡iaualJ liii¡¡rt: i,':.e å sþcr:-Ì; ïeï::: anrì -i n^le:-."ined'! ¿1;* f e::-'ili dcltr :lÎe äË1r:.'l-lii

1,.;'t ài" d-eabh o:: shor:tl; zi"Le::" 'ì.ind,e:r iils c:-::cüras'La-71l1os e 'p'i:cvi 3-:-.r'!!::

siic-¿.' ii ìre ¡l¡'iåe -bc s'rLi:¡-L;r 'ili:-s arncr:::-L " Ì','ilrl'b irng icrll i-ì'tb1;* ¡-1';51 ì::<:

:re-C-iila:iced t:r pi.r.irl ic:t ''i¡.harv ti:"e :1a:n -ì s sc-Ì C." ll'Ìre opei:i:"t,c:-: ';:hc

,;-Ì-r;::es tr; cl-er:: çne i:::i:' -^í cl,cl¡'bs .t':-r 5¿-ìi¿3 cn- -i:L:.s ii:ie"reçi: -!'iJ'triei: i;s

:,r:.cl- tìrsre'|,rJ¡:Lr:c'r::ea:;e ti:,e 1,e:ic.ril-r:c35 ìl¡r''rit-a,"ü ¿iatl,..-rü-n'ú o:c";*l-cj,'tncí:e'¿'::e

ii-jl-ti rteñor,[í..cf]Lì iy ''ui:le ¿nc-i¡:i-i; i:,i i::i'ber:c:iì, s¿i¡ri:(i;::.ii i,l'..Lsi alccoijilrr Í.':il

i-b liien irì-a-rlclr6- -! ;:sur:a:-rcc ¡reeäs"

-rilccn-cnic les{ì-'Jrlcos t'r:i-l-.' rl.c'i; s,;11 bc spen'c Òn íLeccËsi ü:Les

ir:neCåai,ef); .'¿iie:: C.e¿'i:h a..irC- l:rr:-s;'b l:e c'i-i scor-rtrte'i" Lr'ti'r'r'r.ri:å fu::ås shoril cl

ì:È ij-'i i:cc",-:¡.ieå fcr the l,nte-rest 1;hey c?\rt eÐÍïL"i n i;he in';¡i:i'in* lìou*

eileT i,C itisi;c:ry-is a..gr;-.ì cle Lo '¿ne fu-iu:e, p::ice j,nfl¿;"iir:n'¡j-i-i- cuì;

slii;,iri;r -i ntO i:isr¡:atlce Íi;:iclsr t-'liå St-fiJ-cienl; :ceÐoLrirceS shc;r;l å Le

¡;.r:ov:l,ìe d- 'úc o:¡eï,Jcfle ii¡cse sliarp ::-'ì ses i:r ;;::Íces* I:i 'cliis s'u',:'c[i i'b

'¡¡es ¿rss-Lïrjeii 'i;¡ia.-L trç;e=:esi c.n i;l'¡es-b¡te,l'u -lïcLùd- ¡i1çi,i 5l¿1i' {bt,::- -i3ae},

",r.¡rr1* il:,Ília'¿:ttr lr,."cr¿l d. in*::ea,Se 'cf 2- j)i" ier J¡êr.:--rs ¡.':r-r.ri-n.J- ¡. net ¿¡-i::,r'.:l-j-

:ÍeïLìj11 Çj- )ir6 r-t '¡¡as !t:::iher assi:l¡le iì- fci' casier celcï:-l-{l-';itn '¿ha-l 'i;lre

fa::l¡i ,.¡as soli, ¿n-¡L 'bie í-¿ntis i-nves''¿sù -i lt SCve:::l.nen-i: b'r¡.o-s C-i: fa:'r-::J-;t

iiqu:iå ¿rsse-Ls" lr!her:. the Ílltd-s ¿::s j-lïesi;ed- íL ten'i e::'çzte the fil.:i-s

.ir:i.sr he ,.ljscci.,-ii'çed- Íc::'Lh* i'ul-i ]-Tt:VgrÐst' iess il-lcoace't;";es-iÌra"t t'ce;'
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-ii-ì -lì- s--r-n. Èeel esi¿r.-be , u-suai-LJi' :îcl-"i-crs ::::i ce ::ise and i-n,cle¿lse

i n r¡s'Ì ¡-s ,rii;¡ r¡r-f-l-a.'i;ícü, ea-r-,t'i¡:rE .11;ìie-r-' i,i'¡c::c;-1 ,

1Ì:.s f:i-r:sL step rl¿rs -io rieterrrrn.e Lrq"rrcìj.-by need-s"

S'TTF I

Jrgqei,r.eiq Cq"i!qti!pe4'çp .a.t,cleatn

Il:^cone Ta:r

Estate '¿a:i

r;'u¡re:rai- eii-pens e s

3 e'¡'Ì; l. erler:.ì; f.;ncl"
(l::ecu-i'or-' 1--'.rcr-x -cralr;-,1:.. $
la,r'q¡er: fees eic" )

ilel¡'cs io '¡e iicluicì-c,i;eC- a'b/.;c li jr r. s.Lo::'L i:r:, j clt l ,
inì;e::nediate';e::rr cieb'¡s/,
il c'.lIrenÏ cpeï'.lÏ }i]g
erçer:.ses )

',1: o¡-r'¿:¡n.¡ î.r,¡,1 { la n.,-.-.,
-l:-:ÇI- 

çlI\,J J W t\i (! U V UL. j-! r

Oïeï tlJi:ell-i; iir¡ing
e:'-pei:,J.it u-re, Ìrcrt:.s eìic-t-d,)

TotaL hc¡r:-i-di''c;r .ír.eeås
--^ -.-i!uL_LL[!YLr u-yUr-i u-õ

STEF II

Lic'¡:,å Lissets

.,"iÍ'c l-:r:';::t il3e F -1 :-'e:-cL.' -i '"
e:iistence

0f,i-fatrn in resiirie:ri

Ca¡ii on ¡L¿:,¡rä

:'C,lsj-O1.. rl-¡.' :¡rì .ri; :e-.'l
(-i r,:i:p srn) .:i:,i1'

lioi:::o"'¡¡i üg' al¡il-i bj¡ o-f
',;icìo'¡

Jr_il_,'¡o¿ai

t,i-çe s'1; o ck

G¡:ai:i ¡::ci íeeci

A '.f o'¡al. l-iorrid- asse1,s ll

ljre seccnc rajolt 1'úej,. =,';'r"s -ilc:rcess i:,c ir-r-.'.ccu¿'.cu'ot:'.ssc'i;3 !c

l:e u Í:-"-+i-;1 r'-e_lpo,"s.;;1r1r_!res :il L.lc er.'c::-i Lií -o re,::::i-rt:l ,:.c:.'.;.r."
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Criiical Incoile tollnitrlenr;

!otai f-i.guir-lit¡r :reecis

r'¡:¡iúred upon cì-eatÌr

iong tei:ir åe"ri;s

Þ:-n -¡ii-i I r:' lr¡ si¡'¡

f o:: Í¿.ll'i i)¡ r:¡i'¿i-'l chiicl-ren

a:re gi:c'rrl {iess ilêi-r-s'i oïI i ncone )

ii¡r:r:'i l¡. lliir¡i

Tcial- I'Lr:rp st.;:ir. ::ec1ui,:recl Íor
c:-'j-ticri,rctr-;lllÇ- j-ncc'rc

pe:ri od"

SIE:P iII

îc i;:.i lr.sseis

To i;a1 f¡-,,.:ll assets

L,íÍ."e Iusu!-ance

ûfÍ i:.rn ''ì n.¡es'L:rteni;

llo i;a"l- Asse L,s

'"i-t o-i; ¡:.1

A

'Jire biii-r-'ö- na¡cr-' s'ce1; vas io e ¡'¡a,blisÌ: Ì,.¡: ecl-:ica'çion fu::re1' u

L'jC'.r*Vr¿r t s-i :lCe lÌie f t*urrì '¡i-1.-'i tLOi ì:e .i:eClUirtlr'i- fO.¿' '. itL::,I;O-r .-'.i ;-el-:'S;

i-b wr-L-L 'ùa:rn irlte,res-b i-n- tlre in.teL:in a'i; )';i ne:, i::r'çe::est.

Edu-ca-bion jr-;¡Ld i:i.sse'¿s fc¡' .tI,luc¿;i;ion l'u.lc1

llcial trciuca-û:'-on !lc-¿¿.i- lisse'cs

Lcsc rlo'çel- C:i- tica.l-

i:)

i-nccrrc ccrruli'jtilen'f C

liotei ,a," 
"¿¿ç¿,,;j 

r_:;.1. i,

S,INF ii,T

il:e fe.inil-J t'-j-c::i LJ;c¡ ci;'i¿:þ-l-:-ljr iri;:"i;::ü::re :Îcr' rei-'i::c:lsni"

.','-ñr.'.- -"¡-"r Ì.-! ,.' La alj-.i:l-l -t,Or'.

nicicl':og i-nconc

lctal j

'J lcll;: '¿:-; ..1-

ffi

Lttnp su.ra :tÊ*'i.i ::ed. rurij-l-
",,-iÍrJ-ci:r reaches 5j ¡eæs
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,iliiiir r¡-

ìtii ,j.c';i ? s r.:ct j-::e jlÌctit i l1corrje i'-t:crli l-l.3íÌ

Trt-::l.r.) S-r.:.1:i Vl'i-l- Llei CÍ
j''Ji--i:C..:ilì...rt lli-uC.-:-3 I
/ - *_î-1--
I-Legs íì1111u:r-iI €)ij e ?eïìsi,o.il !l-tnj

a.-
\-li ',:l!r j- Ci(l:r-l-lâ

ir.csi dul¡¡-i assctl¡
âllcYc s.bejl

j.lJ¡ :i'c.l-l c;1.¡i,::rir; 'r,iie t¡o.,.iì ::r-i'l e S ¿.-ici, sc''r" iin3 i)ïiorr-L'c-Le I I'n

ì j-clltidri" coirjni .irleiil;¡ i,l¡:itt, i"doCrlr,-''tcì e cüirri)i1,1-c rle cul:'i-'i;j,' Íc.r i:iie

c:ci'uical. ii:ccile i.sjl-i oii a:rd e iir";.c¡L-b'i cir Í.":Jtcìse f¿:r ía:ú'ì 'i es no-ce

'-lr.:'l-; :;cri. 'Ji:c ::.r-,l-.'i:t ;.":Í.j jo.: il-c Lci- Í¡; :-)--'- --, i- L)12"

1ìl.le rr,bcvc Ío::rs ip::::c:r-i;cC..i lrc.'r:e ris;ecl--bc lrec,sltr--e:l-iÍe

r:ee,-j-s i-Jl'¡e:i:i::s c.i p-I:ic::i';ies"

fllc ;lo¡'b d:-ilÍrcui," i-';cr:l -io aÍr:iï',a a,¡ i''es a siL^'i '1;el:'l c a¡:.r.]-

jleås.j.1â.br" er r¡.r.iu-¿1';i.o1 ci i-icii;ÌCii;;r .nee cis" I'i, '"¡a-s r,e ceËsej'Jr i;q n¡Li;e

celt'[€riri cs'ú-i ll¿"cfi -i ::::ega:'.ì-:r tc::e¡.cij,;'':"Lilie,rïi; Í'r-ri1cly fr,sre-ra] e.a:petlsest

c::gctì-rtc-ÍÐ .i-,rlt.cr, cuJ-f eÌl'i cLcb-',:s, srrûceÊs'ì o-,',1 d-iriie sy ai:r.ii, c'ciie::s so aS

'¡c calculate i-iqirrúii;;. rrecri:" rrfcorle .b¡*x was caicr;"l ateC c¡t bl:re s'-:¿t

,;f l-961" a::: L)6J ne'1, cas.ll Ía::rir incone , ì-ess C-epL:eci-atj or,L plus I j-.,rs-"

stock, g'L:aiir a;lcl feeù -i nve,:r'¿ori"es leljs a basic exerpticl of $]-rC00,

.$lrOOCI fc:: iris wife , í},LOO rteclíca1 eiilrense, less íijOOlo fo., 
"rr*L

+epeld-ent ch"i-l-.1 i¡ril-e-r 13 ;rea::s cf a,3e lr.sir:g l-96-l- :.:rC i!6j irccne

i;a>: sc.l¿eùuic :ra-i;es, as siro?n:ln T¡.bies l-l"V *i,J. LY'i n.!pj:erlc1i:r C"

"Lri i:::acii-ce, fa:::'¡ie.rs u^s'; a .1r.i.¡;i:ei r-ì-ei:r'eci-e'[io;i ::ai;e on

i!-eir::e ci-alDl-e a,ssets '¡ha¡- those u-secl in iire si;urj;'. Cn the o-hlier: i:änrì-,

-t a, - ^/-*- I,r L(.)(L, \)2:?,:::.:¿;11o,.:c.ì. io:: ðcCr-.c'bic:L ire:: d-c;;e:rr:cn'; c.nlå"
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llti::í+¡ eSSL:'bs l';e,re íu-tIy clel;-recii-.lecì- fc:: ii'tcone Ie,i ruJijcSeS. i'i; ,;;j,s

:.$sL;-r[ed-'¿]:a,t iile ii-aesen]; ci-eprec;ii:.i;i-cil rl,¡e ïr¿1"$ a. fai"r es'bi.¡¡l¡:.''ue oi

dep::ecia,slon Ío:: j-¡:.cclie 'câ.ï p'.:Jpo,.ics* Esta.''¡e 'La:i .¡r.ls c¿l cula'uei_ oir

ÏÐt wl:tth .l-ess incotrie te.:: paicì- ,,rith ijrll)r000 ba.src e):cnption? í)20eCOC

su,¡vivcr e:ienir'çiotr (Ío:l clepeiiùent s¡c,--l.se) ¿yti ü10rûOO fc:: each

d-cpenåent ci¡"j--ici-r;,:rd-e.r 21 ;rs¿¡'s cf a¿;c u.s'i ng ll6i estate ia:; scirec.lule

::¿rte s" Cu-rr-'ent i-eb-bs uere cl-eíi.r:ecì as slio.::'i; -berm clel-.tsr anil i ntey:.*

nediaic d"ei¡'bs, ,nni cÌr had io be pai-ci ¡¡t åea*¿jr cr shci.,cly' ailte.c..

C-*r'ren-ü fa-rn e:;pellses 1?erre -iir:pcssi-ble 1;o esiimal;e" Iì; ,¡as

¿:.ss'-r"ned i;rai; 'i;]re i:usine ss ïes slr]lfii:ien"i;i-;r e.i:ii i:i.ent i;o jr¿,ìdf c'uJreli'l

Íl Li-. e-r:¡rcllse,i cr-' c",r,ijjJ. ;ilc'r. -¡ri.::.1 le'i;';l cner'.'b it: cl- ilcc:i cGa.tl-eicc-"

Fane¡:al_ sxlrenËes and o'l;j:.er ne(l..j_cü.:L cos,rs were esti¡iateû. ¿rt {i900

anii- l$l-rûC0 in 1!61- ?rL¿, L96j ::espect'iveÌ;r* This a.iloui:ri; r'rill r¡a¡j.

-¡.¡ith. ¡iedj-s.'11 , irosl:rtal. ;;ril c'i;her nedic¿j- l-riil-s ',rÌ:.icii Lre:"e tr: -i:e

pa:C, at cic¡'"ih-"

Seti;-l-eineni fu:r-cl- r,¡as estinaied- at il1r800 and" {i2r0O0 in f96l

c.nd- \95) r:es;,.eci:-vej;., Sciilerci.-" í¡;:.c'.s inc-' uieå ::eadju.sir:c:r';

Í:rr:.'l"u 'i;:re:rsi:l fees, I :,';.7-cT Íees, c:;ecr:Ío:r s s íi':laì- cno. ::j-¡ce-1_1¡::ecr,_s

e:.i0c.ilses6 I-b vag fuj-l;. rccognj-:ed -i;ha-b *his e"no"u.r.'i; ';crr-Ld- be in*

fl,uenseci b¡r s'i.7s af es1;ate, esta'ie !l¡¡.niir3'e u:-11-s ancl cihe::
à ..i'a.nr-l-;- Cec;sions, b-r-r-t for caici:--La-bion it w¿s necessaì.j¡ 'ço a.ssu¡,ite

i; ce--'irìi-rf 1'a-i u-e.

Ene:r:genc¿l Ír;:rd- iuas valued ¿i: 'cire Þreseni cash li.¡j-nt,

e::çenilit'-r-¡e ¡¡,tå Í1i-rc''n;-alteå gr,eatl-;r r.¡ith e¡Lch fari:i];r. L-t was

irl'L:oli.l:cte i as :hc s'.r:i c-l ":::1,:;- -recLtj::c,-L ';c ticlc l;-le i,:,.:r=:- or."ei:



-lqÅ-

rÐ1tåI the estate ]rað been settled.. I* eoul"d signÍfieantly have been

hígher if it had, been eonsid.ered- a,s a true emorgency fund. used. only

for il-lnesses or other aåsfortunes.

$hese were totaled. to a;rrive at the a.mor:nt of liqui&tty

required. at d"eath or shortþ a-îtev. 0n the sa,me formø liquid. assets

were cal.eu-ïated usång present life i.:rsuranee (f'aee value only)e off-

farn i-nvestments, and. borrow"ing ability of, wid.ow" Boreowing abiJ-i-ty

wâ*s assumed. as a¡r ar¿owrt totalirg up to 25/" of total assets" Th:[s

gave u-s a subtotaL whj-eh wor¡-ld. provide neeessaJõr liqued:ity without

eeÏlf"rg'orat of livestoeke graï.:* anð feed" Horeever, total 15.qu:!d

assets may be obta:ined. by selling låvestoøk and grain arid feed.u

wh*leh are faírþ liqtud assets,

Tlre seeoad forn was u-sed to assess critical ineome com¡nåtments.

Ileusi::g funds w'ere asswred at $131000 ar¿d $15e000 5n 196l e.nd 1965

respectiveþ and lorg tenn debts a"s nortgage payments on fatrmn

Present lump sum æequired- for famiþ untíL children were natr¡se w'ars

ealculateð usirg tabLe Xi,f i:r Appenùjx C at 5/" interest" Ehe

procedure wae to ðeternine the number of years monthþ íncome was

reqtrired ar¡d nu-Ltiply that arnor:nt by d-esired. leve} of monthly -income

dåv:ided by 100" It was assui!.ed. that the desired nonthly incomer duríng

the erit¿cal income periodu was the present eash living expend.iture"

Ibr exa.mple let Ìrs assume that "ahe present level of living ís S40O per

month and" that thås åncome is to be ma"intained" for 1) years'

tt
LQO=_x_!4u5\7 "-* ='.#5E e 228 "

100

11 V",1** taken from table XT¿I earníng ínterest at ,/" per year"
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lhe present lunrp sum required vras 'ã58t228'

In the event of a pension planE taonthly income d.erived. from

th.e pension must be ei;Lbtracted. from the d-esired. level of income.

Total assets v¡ere calcrrlated from totai far¡r assetsr plus

life insura¡rce anrd. off farn investment.

The clifference betv¡een Tota] D e¡od. C d.etermined adequa"te

insurance income.

Step IV was calculated in

incorne except that the value t¡as

earnecl ii¿ the interim"

the sa¡re maraner as for critícal

d.iscowrted. for tbe interest

For example assururng 'rhat present incorne was required for

1) years at $200" a rnonth 1l years from rrou.'. Then

l¡ ¡ eea\ ?\^^ r r ¡

?O-9-z-Q{o5!lJ), = ïi29sIL4. The a-roount would be d-íscowtted- at
100

preseat J/o vsíng, table LII in rl.ppendix C

29rL1.4x.597 = {}lBerBI

Present value of lump sum required. for v¡íd.ow until- she reaches

age 65 was $lBuJBl,

The final step was to determine retirement inco¡te at $t00.

per month, Sínílar proceðure was used. to evalu¿te adequacy"

By this inethod., it was found" that ihere was a signíficant eha,::ge

frono 1!6I tu f965. \'Ii'rile in I)67u it may be conclud.ed farmers

earuied. inad.equate ínsr;rance, they carried sufficient a.nounts Ín

f965. Tn I965u rt was found that 6\1/" of the fa::ners hacÌ adequate

IÍfe insurance plus off-farm ir:vestrsent to fulfill liquidity neeðs,



-'tq7-

Howeveru 96/" ¡¡'ad ad.equate 1íqu:td assets to ¡ieet líquiùåty

eommitments at d.eath or shortly after. Forty-seven pereent of

the farners had. ad.equate resourees to na:i"ntaín present sta'ndê;¡'d

of 1ivJ-ng digång the eritical ineome period.u while t7/" nad

adequate seeurities for retirement incomeu with a.n addå*ionaL

fer/" Ueing baehelorse havårg no responsibilities. Approximateþ

69r/, of the inadeqira,teþ protected. were fron fa,rm fami lies with

oporators of lese than {0 yeatrs of age' fhis was further evídent

when 8Q/" of the operators less thån 40 yea,rs of age r{ere iåadequateiy

proteeteù to fulfil"L their responsåbåIítåes.

Assuning that the wife haå specía]" tsaån:fu€ axrd woaj"d" work

after her husba¡rd.ss deathe an ad.d.itíonal" 10 farners had suffi"eient

i-nsura¿ee proteetion" fhis ínereaseå the total of ad.eguately

protected farmers to 65{" (or as hågh as 73y'" ínelttfling bachelors)"

Thusu it ruay be concluded that most farmers had. ad.equate Life insur-

asce protectiou against premature death, especially when the house-

wife had speeåa1 tra:i.n5ng.

éEeåÀenS ryisabl1i-ty and Síclæess Ïlßsurance

ln geaeral farmers showed eonsiderable cLlssatisfaction for

aeeid.ent e.nd. eielaaess insurance pIa.l1s wLhht ïff" emphatieally

refueång to earqr angr, with tgy', UeLnS, r¡nsure a'nd questionn:ing the

plaïlse and. with an adðitiona| Ll"/, ar$ïi-ng tbat it was neeessar¡r but

fin&ine; the elaims too ðiffåcult to eolLeet a,¡rd wåth too marqy

restråctåons" there weæe Lf¡L who felt that they had to careY sÕItrê'
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-I0u-

Ìfç¡.r i-c- ie::i-r:e::s il:-li ¿cc i ti-e: .ri'L d-'i st;li-'r-l i'u;i .:-r:.'i r:^i-c]l,riess

i r-isi:-r::,1:ite po'l !ci cr " :rla-r¡r c¡,:::: ¡ ecl, acciri-en-i, ilis¡,'ì-ii.il;" Lc ccvc.:'

irreliic¿,.r-- cû$'i i,iìrLri-i5ii :;ire paL:rcne3,e i;f ¡'-rL,ì.ri n:ncl- irre l- cct:rita.r':,-i-el.

Se.,tetl''ceen a:hd i;1ïer-r;r.*o:tr-- .i¡,::l::¡ iL::-cì- i-'u:cirase å ír,cciiitl¡l'i cj"is;.lLii! b)'

'! nsLr-i:a:rcc c-r'i 'i;iLei-r- ûìit:! iir i-!6i ancL i.ì66 :re s-¡)e úi;:i-ve-Ì J¡; oni¡r- iuo

it¿rì- ¡'ccj-r],*r:-[ riisi¡rii i;.' 3.¡1c- s j-*iiiess i ]icollre irs-i;::¿l::o" ','.rlrrj-cil

,#ouj-d p::c.riil-e tbur,, -,,,.-i tii ¿r- c<:li.-b-i nu-ol-,s so-i-r-ttcc cf lrroirtÌiij¡ lncciiie j-f

r¡ê-!-.iìrïrêrril',.. ri-i s;.r.Ì;rl ¿¿¡, i'.Ione iiacl- co:rrpens;etiôt i.nsu::*tr:e -ic-r: the i-r;

eiÌüll-o:,'eerj. lvo had taker: ad-C-it'i cnal liccìica.l irrsu-'ral:ce 'LÌ:rrcü¡;Ìr

tr:t'::¡ .31:t'.-,t'- rlu:¡lllß.t eotrii,atii¡" ,irive i-'¡r:¡¡tttJrs i:atr. lo accid-ent äis*

il|liì-i1;;r :::rl, sì r:JlrcsÊ ìnsi-r:t'i]ïLCe, 'i¡hctìi.e:l',' pur-rc1i.,:setì c:i: ';li.::oiEli

pa'i;:rona.ge of i:- sl-11-rl;. ccn!,¡;:J-' An ¿ciec,ul;Le ins¿r¡:lce tl,¿l--r.r si-lctl-å

prûlri {s suÍ:ij"cie¡.i j-ncoile :i-n. case c-i äjsr.l,.i-l-ii;y -i;r: ji'i re sol¡reoite

of coilpar..lcle ua.nagetneiit s.l'::i- ì i to cÍÍse-L i:r"c::ease el.perÌses or:

lcss of ìncon'ie - Ii' räa.y- be conciude'd- l,ha'c fe;'rrers c?"'l:ri-ed- ina,r"ì-ei*

I L.il"ic ¡1¿3i r-ì-e:r'L uil;r.,;'ì :!--; :-' J-:C S:Lrl:1css i -:suï¿'13G.

ifu J if ¡ UC!!!li-; U ¿U¡l

i:iosl¡::L ial-í za'a:tot.r, be iir-¡; conpuj:c.::;' i:r i.ialii'üolJa, i'c na;t be

çç.¡isj u.d-ed- tha'i; fa::rne:rs i:ad- ad-ec¡uerte p:roiecti on bo cc1¡er -tile,L:r

ìrnc¡'i -ì;:¡-l nnsf s T hej--,: COtri:-:'ibU.iiOn ^bO ì;he r,,,la;¿tOb¡L. iiOSpj-'c¿:,'l

Ccnr;,i-s:i.o::;. ccrsïs tl:ei:'-' i'-icspi'ui"J..j-z¿t''i on tcs-Ls it: .t:¡r lli¡;:l-ii"i:Ìl;l

irospi'i;al , o-r iir o-birc-r irlroir'; rrces a.rd" oiner cou:rtltics in eme.rgenc-i es.

Under 'lile se ci-r:c¡¡:rsi;a.lice se ii: nay be cor':.cli"r-d-ed- tjr:i; f;:.::r'leiç ,"';'e::e

aåeq".ral;e3;¡ pro'';ec'bec1 a6ainsi; ihrs r!sl';"



-J-c)¿-

i,!e d,i c-a].. I-¡:s'¡ranc q

iir-Lcit ccnirtcïe:rsJ¡ ai"ir]. iil'ie-r:e s-c. ir¿irÌ de.¡elol:e ci cn '¡¿l"r:i-cu.s

i::eijc¡;i i ¡s'¿:;r:a:rCe tla¡rS j r: f,ian:r- iclja i-r1 'ì;ne ì:e..: i t:å u:icie:." s'1,i;-{i'"

ÎÌris nay accotu:'i; fcr t.i:e .':ign-i-fica",r'; ciralSe cf ¡lcijc:-J- ;r:ol:c'bic:i

j-ri'clLs grcl-ç o-,¡e--l' ;ì.ic 5 J-e¿:: reriod" In l-9{5}e 4 o"¿'L cf 66 faniiiee

,,.ia.rr. neciical pro-l,ecLj-on; uirile 5-n L9(,7, 62 ,*.-t:c c'f 65 f¿i"ni-lies Ìr¿d- ¿¡r

nedic¡.] írisrrei:ice p1a-rr. In t're i-21';et pe:rioclu fcrr: rteïe i:-ro-becleå

'ulrrcir¡1h a nu:llcipai plan onJ-;,-, i'¿nrle jB c:t;'v cf 66 f¿:.nilies h¡rr.ì-

ptr.:r:chased .j;iieir 
or,r.L.1. lllecllca,l insima:rce oï 'baÌren ¿.,n acrcli';ional- a¡nci;nì;

?-'rer änd- abc',¡e ruir:Éci1:ai iir''s1:::;'j"l:.ce .

F;'on i;Ìri.s i'i: rtra;t i:e co::.cl-u-i-acl, ina'i; i;iLcr:gÌ: f::'lite::s ',ieÍ¿

i:.r¿d-e,¿ua'ce-l-;' protecie d- ili- L96i-, i;iÌe;. r¡'ç¡1s aci,:quale l-'.¡ ¡''.'ct:c'bert"

'-r;r.il-: i; l.ici:u:.1 c:l; is r-'l r!í-'.

.In îo:::nai Sche ne s

lli,; elsif r catron

lji-¡¡e:i:sifica*-i cn iras lon¿^ been i-'er:ogn-i-zecl aÍl ¡i" ¡:refilod- ilo::

¡-i;aiiliz:i-ng irtcciiie. l:.a::¡:Èi:s ia¡¡ored- dj=¡e::s:-f:icel;ion as .r-Ii'i rr-sl::*

¿rrCe rireihCCr, ,1il-Ler.:. fa::lters .i¡e:fc ¿¿sked" ¡c s'ua'ie i,Ìle i-ilpartance o:i'

il,i.¡e:rsiíicaíi*i:. Èrs €¿ti iizsr:;¡jice scjiener rÌ-0-'/;i, tre lieiretj. ¡l:ai i" vaË

,;e.rry i-rnpc::t¿lnt , )7 "jló srated- -tha'ç rt ,o¡a.s 'ilr]-l]oï'i;::ni:, l¡'.lt tl-iey

re:;oE:rij-z,ecì 'bÌ.-r.¡;'l; 'oÌ:e1r 11sr;, i;o s¡:ecia..j-iz,e ¡¡o- 22'i; .t::e)ect*cl ii iìs i:n

i i::.s¡;::e,ïice s chene "

-ùifíe.reni rleâ.scÍts rrie::c gi'reit t{: ji:ls'r:iÍ;' rj-ve:lsifical;i'¡l:t as ã

ve::;r ¡-¡11p¡¡r'i;a"rlL i:::oi;ec'Lior ileirrac." 'lo scrre åÍr'e::sificat'i cL ¡irs¿r:.i'Liie

di-ffercnce -neI";¡e'er, ii:i:,- "'-r.:;..r:.1:-i'i.i.l ''b :,r:.li- !'la-ctt:-::t5, 'i:o cine:rs ii se::veri
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es a nethod. for spread,ing the rsork l-oad. or to stabilize inoone, to

some to utilåze lovr quality feed.e and. to ser-re as security Ín case

of d.rougbtu haål, erop faåLure and for borrowing purposes. Farmers

vrho refused to recognize d.iversåfieation as a method. for proteetin6

a¿:ainst risku gavo these reasou.s s that thero was no relationship

between d.iversifieatioa a,¡rd. stabilåty of åncome, that ít was a habit

(raiseonception) rather than a sound ma¡ragement prínciplee and that

ít íncreased. rísk by spread.íng ma"::a,genent too thinly. For them it

was too d.ifficult to keep up to da.te on new ir¡novatíons and. tech-

nologícal brea.lrbhsoughs. They believed. t}¡at tod.ayBs farmång f,oroeå

them to speeíaJ"izeu to take ad.va.nta6e of eeonomåes of scale"

liversifåcatíon was for:nd to stabili.ze ineome and. reûuce the

eoeffieíent of vaæåatåon of net fa,ru ineome over five years" Yet,

whiLe farm snterprise d.åversifieation had. sone stabiLizång effect on

net farn incomeu it was negativeþ correlated. with the number of

enterprises" It mey be interpreted. that as ad.dåtional farn d.Íversl-

ficatåon stabil"izes 5.neome, net farm incone decreases wíth ad.ditional

fa"rm enterprises"

.Qff _-qaæs_ _Iey_e qtqe nt

Off fasn i"nvestment may aLso be eonsid.ered. as a fonn of

d.íveesifieation, and as a souree of' liquåd.ity" tr'rora table XXïXe å$ was

poesåbIe to eval"'nrate the amou¡rt of off farm investmeat on each farm.

Tt Ìsas beyond. the scope of the d.ata to establåsh the reLåability and

interest return from off fa^rm ínvestment, For this reason it was

iurpossible to establish whether fa¡rners had. sufficient off-farm
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åsveetmçnt to Ìre3.p stabilize net íncome" Fa,rmers had. on the

avotråe"e &4u295" agd $2E 26L of off farm investnent ín L965 anê L96l"

respeetively with açz 8y/, åncrease over five year'so Thås off farm

investnent was read.ily eonvertible into cash which could be lrsed in

emergencíes. By itself off farn investnent has very littl-e sigpi-

f,ica¿cee but nn:st be considered. ín combínation Erith csopsr fire and-

insura¡rce schenes"

_O_ff,-f¡rm _Incp¡¡g

$ff farm j-o"o"e}2 wae fairly importarrt as a souree of, åneomeo

On the average LV/, of the total net income w'as received from off*

fa3m sou¿"cesu with one ferrner reeeívíng as much as 6fl, af hís

sncome from this so1À?ce over the five year peæíod'I, It was not

possible to å:lèicate the souree a¡td. reliability of thås åncome nor

whåch member of tlre faåÉl¿r eatrned it" Neverthelessu off-farm ineome

cûnstituteô a.r¡ inportant source of revexluÊ and. hei-ped. fasn¡ers to

increase their net i^ncone as maðr be víewed. fro¡n tabLe l$rl[ irt

appendi.:e C"

12 i{on fa¡cm incoae eonsisteù of aL1 types of off farn ineome fronn
fanily allOw'.ance, custom work, part tirae jobsu off-fa"rn fa"6.ily
incomè by chíldren or wifee reaL estate inoome and interest from
bond"su stocks ete.

tr5 ¡i*t fa¡:m incone and" off*farn ineonse were eompared. rather than
gËoss farm income beeause of the method of ea^l"cuLatíng off-
ia,rm i:tcome" In praetíee most e)cpenses relating to off-farn
åncone ase incLud"ed. in farm exBeflses. It becones more såg-
nifíeant to eorapare net fa,ml íncope xvith off-fa¡:ra íneome"
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.r5-i¡Sqqry of_Rgsufåg_en Iq"s-l¡sanee Scbenes

l{e are in a position to summariøe the resuJ.ts on the fírst
three hypotheses" Tn hypothesis one, åt was stated that farners a.re

und.erprotected ån regards to overy risk. Ðata presented. supports

this maín furyothesisa

lThåle the majority of fasmers had. suffi.cient fire insurance

to eover losses of bulldi::gse maehi-nery air'd equS.pment a¡ad. household

eontent resultS.ng frons fireg vely few had adequa,te fíre ir¡surance

on grain feed. and. låvestoek" A ¡nfnority earried extended eoverage

insr¡ranee on buii.dings and livestoclc" In aggregate the probability

of thåe risk is small, whieh makes it a rather i^nexpensåve ånsura;ree

when taken wåth a sta,nd.a,rd. fíre insurance poliey" Farmere eau.l"d

have purehased thås type of ånsurance p1a,:r with very littne extra

eost" Faraers earried inadequ¿te f,orma1 asÀd. lnfornal insr:ra,¡ree to

cover erop expenses in the event of a erop faå}¡re.

3.a¿m fami låes had. ad.equate lífe ins¡:ra"r¡ce to cover låquid:ity

needs ån both periods" ftu Lg65s fiÈ+ had. sufficiont resor¡rces to

fÉlf¿}l X6ç gs.mil¡t¡s financial eon¡ritments during the critical
period.. Consid.erable eharges oceuffred. duríng the 5 yearsu but

still not strffåeient to fu-lfi}} these need.s in the evenÈ of

premature death"

14 co*poed. to zty'" in L96L"
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Few of tl¡e farners had. aåequate 3es@r\res to re¡rLaee the

Loss of íncone arísing from perma.¡:ent or tenporary d.isabåJ-ity.

ln al"l eases, eteeept twou they oarrj.ed a compensation ånsuvaslee

plan (for a Loss of a linb, life) at low coverage, The majority

had. adequate hospitalization and med:ieal insuïa,nce to cover

med.ícal" exponses"

Farmers had. i^nadequate general, êslployerBs and product

liabí}ity i-nsuranceu wåth nost earrying no fo:ma,j" insuranco. In

generale tbey bad eonfidence a^nd trust in theår neåghbours and f,eLt

that th:le råsie was extremeþ smalle even inpossible"

Thusu it may be eoneluded that the evåderÀGe supports th:ås

k6rpothesis"

fhe seeonô hypothesås, that farneres aÆsessnent of råsks ås

more precise ån a,Eeas 69 fa¡r8åble assets and råsks than of the less

obvåor:su we*s generally supported." It was shown that far"ners had

suffåeient fåre insr:ra:.ice on bailùings, maehi.:rery and equípnnent,

household eontentou but Lacked insurance on eropse feed. a$d- g.raåns

and l-ivestock, Yet åt was showrr that they had ir¡ad.equå,te insuraJxce

a¡rd general låabíi.ity, premature death of a key persoixe aceident

and såclmass dåsabåIåtyu a,nû med:lcal eosts in 1-961'

Thusu it nay be eoneluded. that farmerse assess!ùent of rieks

is ruore precise ån areas of tarqåble assets and. risks than of the

less obvåot¡c"
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'-llhe ì;iLj.rd it;,.ço'cltesi s, Ljrat irrf.Llielo.; s c:lüe:;r:aì 'i;o -Llrt:

l,.r:,t-i ncss Sû3\ie as ¡;.-íci-cs fo.r ilr.O i;eciil¡ l;ire; ì-:usi-:'ress I::úiri :::isi:,,

rrí:r$ |to-re ùiiÍ:i cüi'; 'i;o l:e s'i, an.cj, i:v¿l u-ate " jis cv-ì rie ;:ceri- f-lolri 1;iic

ìnÍo::iriai;.Lcn obi¡r:-¡iecl- f¿;:*¡iic,rs naå a fa.rr-L;' acc-u-la1;e ¿':-ssessiileir.'¡ r:Í

i;Ìiei:: 'inst-ra.nce iteed,s on fre urC -La.n3ib-l-e esse'i;s" i:psf fai:l:le:rs,

ìrOreVel, hati ii1¡ìCc'C¡a,Ce O:,: 'l aC.ieå ii:ÍO,rnabi.Oli Cn ]il¿ìlli- ¿Spec.i; Oí

-insir::ance. -LTnd-er j;]rese cjrc-''r¿i;'tar.cesy ¡[s',r þ:¿¡ì 'io reJ-¡t o]1 ilr'e

l::,il¡:'::rce;.,5e;r-t r:r heaj:se.¿r'uc ¡n::cit"a.ge ins'J::â-ncc" TÌr';s:'Tas pa-i]',l,*

i-cu,:lal]-;' nc-i;iceabl-e -..rilên'Ì;iley ve::e asliecì"bo g-i .,'¿ iirei:: oirrr iiri-rrlii:t3'

ai'rä pÌ:i-iosoplry cì1 in$1J:r¿iricc.

Cir, ij-ie i-¡isir:,':-1ce rlilly fiÌ-fílle-r:s ì:or:¿-lr'i; 'i;l:le al:ô113 type cf

'i üsi,-r:¡lce¡ ,.il:.e:L.e ihe¡r ]:tarJ i¡r'i.ica''¿eà rliaÌ: i,Cey' r,¡a:ited- '';o b';¿r olr.e

t¡r-pe .mite 'che;l 113¡l lcu¿^hi: a^ncthe::. îirj..q v¡is fu::i,he:: evid-encea b;',

ihr: change -Ln pciicies',,¡.nj-ci:-l]:.iL i;ee:i nacle in" ,cne Íi'¡c': yea'r ire::iod"

The;lirad- r,eåucecl 'cit.E: rn¡lbeij of ins-rìïa-rrce pûlicies oi?. otÌie"r ÌteltÌ-ìe-rs

of i¡.e fe.n:-l-;r ryj:íie at the sa¡te iine inc:ee.s'! r:3 bìreir-' cÌ'i-I !.r:ol,ec*

; j or¡ 1o:- i.:-. = 'l itt li: e::¡,:r. CoS ï.

Tn gene::ai-e ía:ners hac-r, voï¡l littl-e icor¡] eilge ej:ou'i; J-i-abrl-it.y

'i lsUr¡;lCe r-.,ncl tiroug'Ì:i ì;he;.r we::e -i.¡r¡,-ill-lr1e flloli en â.d.\¡cïSe ju-d.3ne:lt cí

1e;¡" Xnpl o;,-er B s .ì-ia-brI-ri;i, .1iern ccrtlprlellcns j--.re lrabi.J-r b;r , al-rä ]l:ic*

,j¡,Lcl i:i-sli-Li-;;i insi-:ïarlceS l"¡er'je pr-'ilc'cicri.J-l-'.i Uri,ilea:fd- oÍ on ilre i-:::lEes''c

nulbs:: of fe;rns. i?hi-ie ili::q¡ ücÌ';'roiried6ed- ì;h.at ti:le;' haå .:ea¿"cl, ¡rir:u;

iiabil-i'i;;r su-i ts i;Ì:e;; fe1 b inat 'bh'e¡r ccrúd d-c ''ri'çlicr-:-''' ini-s .r:r:oiecii-':n"

The;r r,:re::e ¡-u:-cl-er ihe inp-r:ess:'i on 'i,hai, ;he¡r t'¡ere -i-ir¡ii:Lg' :iü a¡i ircnesi;

gei3riil:ou::hoocl- '.,'.rlere c=¡e4,¡i:o,}' i-nev Ðach oth.i1 .rìnd tru5ieC oir-e
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eiLcbiier" tl:iej--r a,ssesslllerLi o-i pc-ben.i-*i¡il- ir;-ì:r ii'r;;'- l're. bac-i-¡i

r tiiLe¡:es'b in¿t e tt l: ici ::aj;lier iiì-og"i crl- "

Äcc i cLeni: ci:-sabil-i ¡y iucì. s:i-ciri-ess -ì .tsr-u:a.ttcc ,icre ---c'b ,raLrc:n.ize¿

aS ü. necess¿ìzx¡ ¡ta.-r'c oí ins¡-,Jance needs" I-if';;.r lellcenl; oí tjre pians

ìn fc::ce irari, nee;r p'rrc1la.sed. Ío,r pretäai:::re cl-eaii:. :resi;--Lt'i::3 fron

¿:,cc-ì åer.'u, ',:Ïiie -{';';i c'Î the farnel's hacl- e'i1;l:c;' ::eíu.sc<1 to ta.i:c 'r,,:l:i,s

r;rpe ci p-l.:l o.r hel-cì, ve::i¡'l i'c'¿ie Íaj-'L;il il tl:Le lla;ly iûanir of rt¡le

-î.-.l.rnerls itad" bai.:elt ecûic-ert d:sa,ì:i-J-i b¡r- "únile:: tliese ci::cir-iirst,:¡rce sy

i b nia.;r be conc'l I,rùecl f ir¿;i; Írr;iie.,:s 'r¡e¡'e ei l".ire:: 'i:':::¿:.t j ,::ra-i-, igilri.i:i*-.:t

¡l.bcL.i.t ihe L¡fpe cf cove:r:a¿;e proie r:tioil ri:: ilfjucncetL b¡i ci;-'Lsiåe

llreSslr-re s "

rlnrr-ße t'a r'ta;;r l;e co:ir:-r.rii.l-ecl- tl¡-i; i,'r.Í'luc:i:rces c:)a'fÊ::n.1ì.1 to 'çile

l--'U-S-l iie SS SCI-'-r¡Orj- aS 3:;ì-Cii:S ,i'Cl' ¡::C'i,e C'oi:i3 i;iie ';.;us-r neSS íi:Oì11 :-r':ill.l:

:.:,rj:e,ri 'i,i:.e faÍrler: j:rarl- :,r-irs:¿-tisiacro-c¡. o:r: -i ¡i¿låeilu;r.'j;c li:rcvir:rå5e"

-i?a¡ | Ii

¡\"'-f 't lr'u.Diìs ? c Rr sli, Iii cÛiE 1--¡.-i,jll t" ir,l'ri;i

Iccncni s'Ls, .rii::it-'l- soc-'lcicgisis år"rr.,l- cl{:ì;cilsicíL !e-r¡clìs af'bel-'

r.loj:r.ri,rjildl- 'i;lla-i 'iiiere ¿i,r(j 'ì arge ,C'i ¡i¿¡::cial- -r€îÊ..fd s ici;: -i:r,]lir'r¡; :i¡:1.¡cs'c*

rre¡:.-i; :-":i-si;Ê aiìô i:cì-cp'Lil:L¡;' nev íÐ:-l"rì p::ac'i;i ces et:J'!i. lriore ¿cc;u:rl-1;¡;

c:a1;ã1s'i c.j1 rle 3o1rlcn¿3r-; a;ns coril,i"l- 
-i:c 

.tiicitÌ-e , iÍ i--'ù ',.';e:ic i;hÒi';-ri -bli¿',:"-L

e r1'[:]lellrreli(ìil:i:s \:'r:i-i,it l3';rls::-r,": r'j-¡:1r- 'iakin¡; n.';'ci,c uùe s rlaåe

ç () t !-" e fi p D l\clr-n¡;i-;r irìcÎ'3 l-'a al'i d f j-,r e¡c ::- i:l p:ro¡;::e s s "

!l;',c :::i:.jr-.,,: lt;"ilct,1e ses rTelte ic-c'"'¡¡:::de ci -ho vcrlr-'.',¡ 'il;jli s rh.eo:r-';'-;

{f ) flat ¿:.''¡'i,r'-'i;ucie¡ i-r-i ;rçin-¡r: ir.i:li¡eirs bor,, l.rij- 'i :ico:l:e t.iijl.i.L-tl.'i-l-oíis,
rrisiis a::cl- v'a.l-u-es äi,-ií.'e:: i::cr tÌia"i; c-i cld-el:ii:.r^llie::s"

{2) fi'ra.-i :¡urli a-b-bitir-rics covrs l;i'¡rl'¿e -,:cs'ir-i c'c'i cns c;:: s'i;i irü:i-i
r:f ¡-::-Llia:r:;t :-tl+cr-L¿r'rLce '1-;o ';iie Íiir*lc:i-aj success oi ';..1o

f¡l:lrr 
-1. 

u,sinciss "

!ïcri;ilg' .irgi:cLireses !?eïÐ crlíls'inr.c'ierj -bo ilerr;di "bire r:se c-i
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more accurate statistieal- tests"

Rela!åo:rs_iÉp_ p€_ése_ å o-'i$t_t¡tq4es-

Ehe fírst nain þpothesis was tested."

E_ogkilq_Eyppthesís Ã
îrThat an associatåon between risk attitud.es and age erlets"r0

TA3ï¿E Nl0e

.AËSOCTÂTTON OF .AGE fO RÏSK .ATTTTU'DES

Sub:C1asses Classee Age

Aggressive Risk Taker

Í0 û1 è8

fautious Ri.sk Taker

$l ¡0 Ê9

Risic Seekers

W'íi.J"ing Risk Takers

UnwilJ.J"ng B:isk TäJ<ers

Rislc "Averters

22"4

4r.0

40"5

Âccord.in6 'i;o the above table XXX, younger farmers Fi'ere more

aggressive risk takers than old.er ones" There were no gradual in-

creases, rather it v¡as a clear cut d.ifference between two g'roups :

aggressive risk takers aird- cautious risk taJcers'

tsy the use of Spearman ranlc test a correlation of - '45

significant at .OQ5.L5 was found" This lend-s strong support to

the hypothesis that yor:nger farmers had. more a€gressive risle

talcing attitud.es than old.er ones.

wo-gkine ElÈo.sgegis II

Tnah a6e anè income aspirations are correlated"
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"f;'ai::re¡:s ¡e::e s'Ll¿:-;i-Íi-ecì. i:; :;3e i¡iuo iir-rere S*'-riæ; t I:j .-,tLat-

ove.re j-;; ia 1,2, artä- ;í2 e:rci.'-r-n<ie.f " !'c 
".ieÊ 

assLiìlieù !,-!::-Ls:r'-! rìlai

Í¡Jrle::s r,'¡i:-o haci st¿Lr];e d f:='irting ci.n::-':-n¡; c,: p:rlio:: tc tile crepressj on

iresJ,s ,,voul-d- be cau'ci ou.s -r-i sl:;*tajiers ând l;erle cl-ass'j íieci- i¡i cne

üïcr-tp) z'¡j a.nci over" I¡roi'i tj'rai lloini ojfe -tlo spe.ri¿il- ie¿lsoÌf i;c

gllor-Ð fa.l:iite.rs o'cLLe:: Lhe.n 'i ¡i irlLe:':virl-s of i0 Ji eatrls ir,'as ulsetl.

T];ii,LE :{II:.KI

/iSSOCIlitl0i'i Oil iiGE 'iC IiICOl'0 ÄSPI¡¿tiOif

Às,r¡i::sti cn.

.Desi.ral-;ic 2rj

jt
3 t;t i s Í :,- c r" .i ::.,'

-r,.ærlicc::e

i')?.22:\iri'ilCTr^i:.,

-iJ' .'- ::fLL corl-. ì ll:crlc;:

::eIaticit :iiip et:r-s-b eti lir¡'b r'¡ecl't

coefîi-c--j ent r i-'t

a;e a:riì itco:ile

r'¡as e.¡icl,r::-ri; -blt¿:.'ç .t-io

¿ì.i, rli-ria1l -i ol{1"

Li r,ic l¡c::c c"i-¡-l-e'i;o ''ces';

f oi'1 or -ì-rr:' Íc::irti.r,ia c

trr"e si¿;ni-i-ì cance r-;:i l,hc
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', 
j,r-,.1¡._j r¡ t,i;.i¡ ;-:nì-,ll+Sii_S Tîr:-

flìiii'r'l; a3c ir,j'lrr- Y:ll-ìic ar1'a'31:i''r;F-]t i LìJ) Tel:c ccjj'i:ei¡l i;cLl-'

"is 
-î r-i ';i:c ¡::er;'ic",-Ìi-l 1"toil.l;:iog ll:r!c'r,i:.lciiÍi 3;c vå'ii c-l-¿ì.sri-ì-Íicil- -L¡i

j:j-ree ütclÌjrs. YalrLe oi'j-e:Ì'uåt-; o:1 l."rcrre Srcr-Ted--i ¡r,'¡nree írlc.i:l cl-atjses:

{i) il,-re Ì:cfi.c uìricn¡ecì - Ími:e.,:s ';r¡.o '*¡e.::c scoieti ãs l-ú,ïLrl.1l a::ii¡lo.r:

ir:roiiri D:r-i .,rri'ùe il-" {:) -::'c -l'-: 
''t ¿::-il- iir.:i;e.r::-a} Ücn-f<''::'; O::i.e;rie'J ^ !D-J::le'1:Ð

,rlio *,lrac. Ì:een c.Lasscd.,*'in EiÐr o.ne cf 'ui:-e fol"l-oìi'ii1g corltlli¡iai:'-o¡r as

./ ,/
.;-r:)*'ì .-; :,-LOri cr: -! L::.ïr- :-:." :::c',::ì ;- ::.C7luìi l,.l-:i':ji c..":c.l-i;:ll.

{3) :"::z'tetial ccnfc-¡i * ,Ç:.::l:e::s '¡i'lic iiaå i:e e::. c-l tsseil- as nate.rj-a":"

-. 1

i;a -:'!l-::'i r-r''il ¡-' icisut-e tr:re nte d-"

ÀSS0CIit.ïICi :llLl i\.rr;ü

ll r: t, a..l-

r,Ic:r:e i)'::ofi-j; O:cien'r;e C

ll::cÍii ¡" ih.tc::ia'l corrío-'r-L
Cr:-en't,etl

i'h.-b eria]- Ccn-fcll; Oriei:'c ecì

2!i_

27

íl

Lr

c

't 11

-a-

{

I

lotai t)22L4

:rriie 'r,a¡le sirorgeci -bha1; no ::elati.¡nsi:.i¡: e:dsiecL 
.Ì¡ei;"¡,'eer il,ge i:i-rr4"

.,"¿l'r-ie oi:icn'La'ui-on" iicver¡e::¡ -bl:e ri-¿ta. i-:ricii-ci.,ued-'bii,:-"[ fe,rtnel.s -rrJlcie.r-'

7;2 ¡eers of agc,Jcre itore profii; o:rieniei. ciesirjng irigi:re:r n¿:.''ue:r-'j-a-l-

coii:fo::i;s, Lil;clrises ;¡¡¡11g Df 'ç,rle f¿¡j::iei:s ox*e-r ;¡i ;'ei-i,cs of i:Se ti3ïe



scl el-,- ltli:a lîaîii cr::-eri.ie cì; ¿-l 0:ii5 ,r.i bn pl'cÍj '¡s ¿-lici Ì",-¡:ü-'ie s e 'i;j:rc;'r'

c'i ilr.e:: uarlLcd- I ess t¡clL;3 t:\o't::e se cr:i'ii;J.'e l'lo-fe slL'L-ì sfac''¡icr:r cl-' lc

Ía:lm ¿rs û. ,JaJr cf liíe" iie'¡er'ijre-l css, ire lus,¿ ccrt.ciuåe -bi'tat ''¡:rile

i;he::e is soine ev-i il-ence to srippor'c iire h¡rpctle s-ise no st::cr3' assocj ¡,*

i;ic¡r e:Í-s'Ls be-'cre en s,Se :ìjrd. veilr-e c::''i eni¿'¿-i cn,

irro¡it ¡he abcve staiisticai 'te ;:is i'c :r::.r;i Ì:e concl'r-'-åeå tÌiaL

;-oülr-Seï Ísrne::S Ìra"ve irig'he.r: ris"¡: 'uaÌling aiçi-Lud-e,';, bui riob necCssa*

111.y' ùiffercnì; r""¿luÊ ar:'i enia'bions a,:lcl inco¡le aspÌ-::;r.,;icns j;iran o.Lrler

f acüle ::s.

'ihe seccnù i::¡r.-l n bc:r';aì;-i ve ir;r.poi;ires'i s s.l¿r-l;es 1;ir¡.; -risl'l

:r''c-i:-t uLiie, :-irco-:e aspir:a.i;ion å;:cl- 'v¡r-i"¡-e oi'ieirta'b j-cri cc¡ttsti -lt-L¡e l':es.'r,:':i-c*

-'¡ì c:rs oi s'c'i r.:iL¡-l i oi p::in¿ì.:ÌI¡ irilFo-il'L;ance i;c 'rhe iìna,irc:1,a1- succe ss of

'oire fi:.rri-¡: busi.ne:ls" ,,.ar¿. cl-j-ffe¡:ení; netlioc;-s ¿,incl- çc::Liilg ii;rllciìreses

-¡c.re rr,seci .ic 'r,es'c '¡]::.is n¿iir ]$r,¡3iit""tu'

1,'¿ ¡;lc o.'.tsc't, fì ,ta.t..c-i a-1. :-"tcce îs l:r.-':Jr nc ncil:u-rcd. i:: ..tl.r;

ii-iffereni: r'íayså 3'llos¡ crolit, :rc''r, íar't: iircoric, fln¡*rci-al- ¿roviir,

e¿rrneti firr¡.::lciei lljloslless, i:ri:;in fo:i: 3.rolr-bh, ::ncl 3ai-ns íi-'ort

farrnitr3, Irr 'chis slu,,:þ tll.i'ee uetilocis o,f :re¿suri-ng f:Lnancia:.i- p::o*

g'ïcss ,rere uiilizecl :r.anel.Jt neì; ía::n incole¡ iiia,.:.3"iirl for 8::'cwi;h, a-¡ti

a/'

gains frcn 'i'e^,:nir,tj" to

-L) Tnese i;ei:¡:rs ver:c deíi neri- ¿s :io,t l o',,?s e

I'ie'L Íru:rlj-nccneå a,T'e:ra'3.e iteir-rJÌr fo¡l ili',n¡lir i¿,¡o.r¡ o¡e:lil'',o:,'rù
l-abo:r r::rct na:ra¿e:leirtr ü¿ interes'i; on Ía-rliç¡11-:ii-r',-,'¡èr:'. i:'ve
jreA^,: jrejl-i C)C.

1,la;:gin. íc:: g':rc;u"r i;n : .rre-L far¡l j-nco:re lc ss f arr-Ll¿'' ,l-:l.¡i ot
ell.1C 11CL I -t,i.r*:lO S'
tlains ío;: Í.r;i:ning'x i,ct:-:.1- ua-l'5'irr Íc:: gr:ollLjl pl"Lrs ca¡i'ia1 gaii'r-s"
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EJt crcss t¡j;'¿,la-r ¡,naj-1.'-s'i s, f¿llle_:r s r';j-'';n agg::eßsi ve !-i slt

ì;¡.Lrj,ng:,'çt.i-tr-id-es hacÌ hi-gner üe'f .f¡*ïil incc;tìe'úir¿líi -;l:cse vj-''il:i cau'e:,¿'-Ls

risl:; -iij';rltg aiti'Lr;-cìes"

ii,ll!¡l .t,,,,,"iiiI

iiSS00ij,!IOii fiIi lù{i'-' -l-¡:i!.i'! ililtCl'ilrl l0 i:i]-Sr{ i\il'il':LTLI-Djj

rie 'b larrl I ¡rl;ci::e
{å

-i,i){:l,l:i

( a,'/c Õ".'''t¿i2o/-

r ^r,^ -.'I't 
2 !\ t,1ø )ù

,4ir22'Õ" ji
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i,aìr:i-r¡,: ¿:.ti j-iccies ¡:-irì ¡l¿,-r;il -io-,: 3-::clr:'i,ii n.Ò c,srtijs'l i.',:.-ct

;liÌ 'i;iìe ,0j l"evc-Ì.. Tiiete ::ci-r-r-L--i;ri ierid- '¡c "rir,j'ì i:e'be 'i;hai

:j-irli"i lec"i,ljr iní-l-lielce s r¿:.'be ci' ;-ro,;i-ì;iL" ¡i'c iliå¿r ¡,-r sLì :: ufirliSe l,ir:'i

g-e,i ns i:--'cr Ía¡irri;t3 ,zere j"nf-l-*encecÌ ;lole ir;l' _¡rcvi cr-rs tle c'i s'i r::it.s

{Í - * - ciriii'[ir,i ga-r-ri,) si,l.c.i: ¿:Lr.; 1;]:ev'ì ürrs -i-.':Lveg'clle:"t'i; rieciri on.s ¿iri-ci fali¡i

i:::ac''c'i ccs ';iian f-ron irreseii; :risli ¡,1,'¿,,i'';ui|esr ¡'.s e.¡j-cience d- f-coil 'c.]re

i',te rl.-.*r co.r:re ì a'cir-rn"

tto a'ctr.in ã jiìcìrre .j-ccuïa'úc e.¡all¿.tion. of LLre ::raii: þ;:c-ihesil:

fi,"a¡lrsrs i¡c:rc cafegciizeci Ír tl:.:cee Sicr-r¡Ë based. ,¿y: il)6i- i;ci¡r,l- -l'l¡rrt

,¿zloi'i;3"-t jlnïe s'¿:lie.,r.i; ¿:;r,l- e-',¡a-Lua.ì:<:rì ío:r:' assc;cj-a-i;iclt Ì:e'';wcell r j-¡i¡ic:i.al-

1)jiûgrûlis ¿il1{} c i,i:ei-' ..'r-:i¿ljl.tìl , 
tÍ t-, Lir-ì s cl assiÍirca1-; j-ctl ,.'¡e we::e able

ic.r isol"a',;c¿ l:'¡ir¿ ini'll;eirce cf'far:lii ca1:iba-r- i-t-rvcs'ç¡ien'r" cri:risil Lai:j-irg

¿t i;iir-de-

ilÁ31,8 .rt'iliTv

I;lil"lUEi;iÕa llISifRI:ti?IOi'i C.l' RIijvi ril'iI'i'LTlE, ti,ASSIi¡IEll

l;! 377'¿ 0F }':l]'ii'i -ii'r-fESTi,'ääT

Group \ |ìisic h'c bituôes iÌs ilìiL' Lr:,r1' 1ù-! Ic'c¡¿i
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ll]le b¿li:le ]i-i;,iY shcite ri iÌnú ìurget i¿.r:,:els l:a.ä ì:r5iie:r,' ::isir i;al;:i-n:
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:clrei¿terì,-l;c ::-i_ll:l t:i:ii-:¡ l,'i;'i,iL.icics -i¡l -lc'.:¡s l---r ri'r,.i. li-1. i,i: l-[" I r

ürr:-iip -l- rLo ,:clel a'¿-i o¿ .'t¿s eviclell; l:e-i;,¡e cll ::i-s1l i,c'i;i';ucl-'.:l *rcì. 'ic'¡

fä"til 'ì.ircc:le " TI ¡;:crr-o l, crte risl: serjl,ie.j: Ll¡.icl- e:r0e.rici.Lce ri lloo-f c-foil

Jc;.ri--s, ,r-i]iie lli¡tì-l l-"l."rlJ.r. one ;1sl:; e-veli;cl ,ri:,J âi:l e::ice-l-iali-ì; rlir-nî.J,'cÏ i:¡lÌo
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ll::.a, al--'C¡.¡l; ¿..je::Ð.Ue CICjIS" 'fli S i11'.-:¿¡ c:airl-a.j-ii. i,irC lle .l,SOl -ir,'r' ''¡l.itl i¡',r;--

cÎ t:,':¡.t::'e):.',;i-or1 irybl-1,: Í:l;:s i, Jrl,lìr¡ , U:':cl ¡ ii:-el:i: c'i '":r:"r'l::-'¿:llce s: i" i;

:er,;¡ l,-c ilo-rì,c j ucj-cC- -i,rla-b :r L; ¡;r'rel-llt:l-c;r e:ij-s.icù be''ivr':ein. ::-i :;li ;'i'¡ ii-i,irlie

Í)rÌd fin¿,-nciai i;::ogjle;-js, l'iiLi:. ri3i:r¿r1 ¡-i sil Laile::s rni,l,1-'-iil3 corllcí:!ilûr-tìrligir'

ir-',¿1ie:: nc i Í¿;rlt" income '

icricl_a,iic,t l.le 1;';cei: lli::5j-n il:: ,.ircv'iLl ¡,-lù ::i:;l: '.1-b'ci"i;tr-r,ic 
i'¡¿s

¿¿}s iriesì;cd-,

'! ¡,1¡lLx ,'.r{,l.I\¡I

r:rSSCCi,i.lIOri OI i:l!I'0ijrl L'C-iÌ Oj:l0r-¡!lri i.C ?.ISrI AlliIl'Llll-¡

rr¡ïiilil i)L:lilis II-I lll ih ii C-rl,ì L ri¡l.iliri Iät¡jiiil r' r:'r'-f

_l-

ii-

I ÏLl- 'l',1'

\
i}--'oups \r :lisir- Ai,i;ii;¿C-c ì'ì"i'i" ,i"jì"li" Ti"!l'1" iÌ"r'

6t6s 5t96 i?-c'J 61tr i 'i

i6,i.1ll r,j9e l- Lai'it- ,'1i2

Lrj2i¡ ).?'i-i 9-{i'i 479Í)

.1ì pcsiiirre co::iela';ion e:lj-sLcð be'i;r¡een rt¡k atNi1;ulle ttct tt.1-'ì r.

1o:r 3,:cirl,iri n ¡;-ro'uçs 
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suecess,

Farmers were stratifåed in two groxlps as to whether they were

leieure orj.ented. or noix leisure oråented'" W XZ a'nd contingeney eo-

efficåeat, åt was shown th¿.t no associatåon existed between the two

variables.

TA3Tfr XffiT

ASSOCTATION OF NET F.ARÌfi TNCO]'E TO TüTSÐ'A.E ORTETffE} VATUES

Oriented
Values #5,000" & over 1-ess than $5rCI00" Total

IreisuJee

Non*leisure

Toi;aI

Thus it may be eonclud.ed. that leisure orientation was negatively

eorrelated. to f*na¡icåaL progress,

lbom tl¿e above statistieal testsu it nay be coneluded that le]Jeury

a¡1d. profit orientationsu were coryeLated' with higher net åacome, while

seer:ríty and. leist:u,e orientations were of leeser sågnificaneet beång

overrtrled" by profit and. h::nrxy oríentationsu whenever they occuræed' in

eombination"

she next proeedrrre was to test the relati.onship between value

oríentations a"¡rd margÍn. for growth, er¡d vaLue orientations and gaåns

fron farmång, 3y erose tabuLar anaþsisu it was evident that no

L4

TB
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ÎABLE XT,Ï\¡

åSS0OIATI0N 0F GAIIiIS F¡.O!l FAB,lrtri{G T0 VAL!.E ORIIiIflIATIONS

OTASSTFTED BY TOüAL FÁRÏI T}IUESTÌ\ÍE}TT

Oriented. Values Group I GrouS: 11 Group 111 & IV{}s$

iriore profit I.4LZB 35974 59855

Profit and- I'iTaterial
confort 15189 1LB9O fi1r9

Uaterial comfort L4299 UJ56S P\OS

Ibom tabl-e &IV profited" orientation was positiveþ correLated.

to gaÍ:rs fron farrning" Group I shorsed. no correlation. However, when

tlvo farmersu one in iaore profít eategory a&d another materíaL eomfort

u¡ere erelud.ed. from this groupe a positive correlatíon did exist"

Thus, it nay be eoncl-u.d.ed. that profit orientation l.ras a ståsn¡J"ue

to higher net farm ineone, and gains fron farn-1n9, but not

necessasily to higher nargin for growth.
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::esirictio;: of o-rljl iíit*rJr iiiij:c::ia.nce tc fi-n¡:nci-:-'.1- s',!-ccoss" To vat=-Î¡

'cl:"i-s gene'ra.l ii1"¡çihesise \rÊ c-1.Ê-fis;:Lfied fn:tn,s accordìir-^ ¿ct te1. Î¿.r-'¡it

i.L:ccne , :e:::gi-a Îc,,r- 5;r|:trtl: a:lcl Slins i::c:ir Ía:i:rrlinE" ilh:: ei-j;-j-Lr;Lcl-e

ai;*:::ii:¿ies',¡.¡el:c ex¡¡dned- i-n viev +-t olte cf ihese neas'.:.:lss oi

Í-i na;lcial'iirlrJguess,

:¡r:-rner:s ',,¡eïe -r¿rii{e<i.. ¿-n'.i cäte3-c-riz*'1. ir. cj,l¡"rtii-es ¿.cca!:ài-¡:.i':

tc cne c.i -i¡irc e.'lo-r¡e ¡rlÈ¿,ì,sr-rJe fl oÍ :l-i.n*:.ci1r..1. sr;iccess. .iiarcii- ci:."bc3-o::"

'w¡¡.s e:-;:;:'iin.eri. i¡: l--::¡- ¡ilici <-ljlclissed- i-n ij-e"ç¡.ii-l-,,

,ilrsscrj3.t:;-on cí .iì'e-b ii'a:'ir: .l-nccne 'Lc lii'r,iiilaes

lla."n-1 e ]-îJ rii¡rria-ri'ze s inc assaci¿:'i;ia:ii- Ì:etrreen ne t Í¿r::¡ll

íi:.ccile e.:nä iisli lrìt:'-f ;.cl-e, :i-l-icciic as1:irc"tian a::i- va'ì 'ii,e c::i-enf a'ì,-Lon

a'r;"1;::i-b:.rì;es.

i¡l i:he iop q-L:ir.::iile, iæ:::le-rs .'j-iì.1 ì¡:;ì:or' ile't, i:r-cc¡i-ie i:.adi

h:Lgi:r:r ::isil ti';ing a'';-bi1,utes, ilore e.nbiú'i ou$ .r.ncoi:¡e ::,spr::lì;icas

a:irÌ i:rcÍ'i b o: l-"',¡:l-:-r".1¡ .-'i"i'líI'ú¿il .,¡,iu.es 'i'¡ra¡. 'ì,n o'bhej: qu:.ri:iies" In

this firea r¡r-ra::irlc on-i¿'r fcl;:: lia-d" sccuï-;i:r o-iertteci v¿:.iu,es"

Iü coni::a"sì;u j-n ile bcì;ton i1i.i-ai'L-i-ie fa:"ne,i:-'¡ iiad :iios'i;-l ;r

:i:l-si-" ;';e:liing cr: -Lix1'Íiililtíj x j-ti: "Ld:j-ng ;:,'l--,'i;1.ri:"i.ì,e:, icx j-iict:l¡t*

aspi,-re,,1;icns a::.d- lia-be::j-ai cai:i.io::'Le sec;li:-i tif ûr leisçre o::ienteii-

vali:es" Cr:e f¡.::r¡ier in.ij-Lc:nt'ed '¿ha1; L-:e ve',: Fa."lil;r pr:cfit c:r:j-enj;e ':i

t-2:; !:¡, :;l.i:cr l;ì:a.L i:r' ,;r'e-l co::rjtiztr-\¿- s:'i :.: -1.;e i. '.ir . ili+ ,r::¿¡::i "

level c¡f inccne e:id i;s pre seni s b¡;rc-¡-!:rd of l.i¡j-¡l¿i desiririg notbin3'

ÐQ]:ç 
"



-r87-

LÌil0r.,E .i:.1 r'tTlJ-lirlis ?O :ÌIS'iat

i'ret lar'¡lt Inccne
..il'¿aj-Ú r .j-c:,'

ì{o " o,f ,ìi-s-:ii
iî¿l::l::s Â'¿'l,iii;Lcie

r¡Ê.1 Lre

lirir-i.r¿l'Licns CÍierl'r;:i'i;ioll

l-s-b
rj
fl

-L t)

l
-i-

c
!).

-l rri iìq

rì¡. jj "'r-t.
il,F_"tf 

"

il i::.ir i'u i cils
lesi::ab-Le
i,ie rii o cre

}r:cfr i;

Iiurl:ç::J.
r,ie'L;e-rial Corlicrl:

2n-i
a

t

Li .:ilr¡i'bici-t:
le si:::-,"b] c

i,l'o iìr cclc:

2 ?rc iii;
t l t---'''t' -

'i ':i:;7-" " Ccrl " ,
l.,e!sij::e ;.::d-
gç¡;r.11j i;rr'

z-,'ìl .)_

¿)
!.
t^

lI. !:r al

'i i 'iì tl
ì ,¡l

,lrd: i'ç i ou,s

,De¡,i:'_"1-i:l e
ir:c ii.i- oc,.:c

Srti-s-
'.-¡*n_r:-

1 i---rofi';
i: T-,.-riì=]-

!ì iriii'; . C tr "
Iie)'j s,i-ïc ¿ù1ri
c:¡ ¡¡ r r-i i: -

t i': I¿,' ,ìì .-l

lli l,- J ìì

ll l¡ rr¡

1,- i\

a r ,1 .-i--;,. ,. L,-..'-l - i'-,aô -:
: ,--.,._,r_..t r'- 

- _, .J--. _,-!----.
..:-a J, ccritl-;l C.,Cc:,:.t

Lle si::;,b.1-c
1..'ie tli. c c:: e

I ,:'l-'i;airll-:.' r-(i1l:.1. Cll i,

i.:r

I

I
tt

6

l;l:Lj-::rì, i] ,-iar''ì,:il-e s llc-cì- s'ì rli.r-r:.= 'r'iil-ii-e o:r-t-o:ll.-i;a'i.;":-.,)1ìs l'ìir-.,

iiíl'Íc.red ¡-'-Lsji ai;'i j-iu-cics.; a¡¿ il:rccl:lc ¿i.sii'L:ra'i,io¡r-s " Îce se cc.lLå

;rua-ri, i -l-e,l.iad,- lt-r-,;Ìier .r'i ¡l: ì;alel-l:g at i;ituûcs
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sr,:.iisÎi,:tii :"r lit'',,]:ci-.1: i::rr::ic'|Lt ì,:i':clrrc I'c'¡i:.j''

1Ìir.r,:? iL rla;. i:r:: cclrcl-riilc'.1- '¿l-:i'; n;|;::r:ls'i ve -r-ì slr*.i':¡'ì:i:r¡' :''''i;i:iir-r-ti-csr

.iL.3h :_i:cctxe a5r;-l ¡;.¿'i;:'.¡iis i,rll,å iic:Íc il:rcfi1; Lrili t-r:ì'te(,r- ,-lì': jeci;i-'.-cl proaÕtgF

higber net farn i¡lcone.

-i,rsìåoc-i-ai;i,o{1.-*oÍ G¡,ins i-::oi! r¡a-,-'lri-i lr.1 'ç'-; ¡rtì;i*'¿-+lìe q

iì'¡::ltrc-js ÍeIe cå'iegc.rize t- i:n iir,r-a::';ilcs Ì.r;,' 'r,ilei r f i-r'r¿ ;r3å:: 1a:i-i's;

f:rciir ía:1lin¡- ::¡'i;his lriel;l.iorl-,,ïe,,,ieÍc ¿i:-l e to åetc::iil!-rlc'i;cc lc-Lal;-i crl*

::i.t-ì 0 Jtebi'reer: ire 'uhle e n¿;!n ait:lil:cil;eS a-nil gail:: t'::o:l f,:.1'il-i .lr';"

'I¡,rìLA ;ï.ï'{Ï
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e lr.,:i. l-2 :iirn'li'uiou.s I }::c:ir'c
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-i-'; ,.:as er..:!-C.erl'i: 'uhat 'iir¿: to1; i0 Í¿l:::rierse i-ii, c.i-¡¡tll-c i, ra'ril

e:tceer.lin,¿-i¡r ::apiù 3-ai-;ts ii:oi:L i'¿:.1,'rri,rS l.i¿il ili5i, ::isl: iC-iri.,: l'.';'l;l';l'cicsy

e'¡r}j-'j;'i oi;-s j rcone asi:.':'-ra''i;iori ilrå .¡;r'cfit c:: i-urui:;"¡å,l i-,o c:','ien'l,eii,

l,-':i::-;..:i lc t ó,',lt ol t,,ros: -..'irc }.ù src,. i:'..r'.:'r; ;r.:-r::¡ ì,'ì. ,l-: ,¡-¡.:

tr-r-a-riile, Ìraii l-o,; e.¡e¡L :r'i sk a--re:¡:'ui-ng l.iiit''-r,rl-ese lc,i incclic asli--rD.*

ij-cn.s and ila.inl;: :'nater-i-i:..1- cr:r:fo::t c:,:ien.iecì vairr-e s" 'Ille ::el-a''cio::silln

in ¡he seco.r:iC a;ld" "uhrrci qi:li:'liiles u.:s no''c as ;Li:1iaieäL- in Íaci, iir

d-i-C ncL fr:i"l c-'¿ :::"r;i de.fini';e i:aiie::n.
-f:n si;Jilr.íjìï-',ie :-i rli:.¿r l:e cc:-icl-rrCci 'c,-:r i ver;- r'aÞtri- ¿çaJ-irs fr'cn

íe.riling .:çes .r,:::cä.',r1;r ciei:e:-r.rie-,-li an ia-rt:tc::rt;? ::ilsl; ¡¡-ij-ti:åel¡e ii;:l,i-u-e

c:riel'riatir:lis an,l i:¡-rcone asÊi¡-'ati oir." I'eL 'i;l:Le se ccnd,i i;i otis djù rioi

¿ìplleür' to be as csseiì.i;i¿-l- .fo:: r¡.cde::¿'bel;,' ::e¡id- farld-ng ü¿ìriîis.

iissoci¡riio¡t of l,g=,glå_Ägfr j11g$l:t r,q Äj!+tËèe+

llire s¿¡¡ie lr.r:oce<j.i¡.re r'¡as fol'ì oweil- to cìeter¡r.rine ''¿l.ie ¿,issc¡ci a't:"c¡t

i.le-i;i¿r:en jrra,r.gin -flc.: ;.,:ci;ì;l.i ,::lù othe-,: a'c'h.rihu-'i;es,

The åa.ba srir¡¡¡¿¡rl2scj- i:: tabìe XI,VII , snoll.ed ihai ve.7 ::a,¡icì-

irighi;' dc ¡:rerrCenl; un '-.J.,-ce :s:-r'.'¡1 .1i t-'i].;*-i;tli;ilr-¡;

¿s¡"i .:]a'çj o-,rs atrcl- -¡:,:cfi'; o-r: J-u:<ur.-ry l¡¿r'l;-e c-r'i cnta*

l:i:r,3iir fo-r: grc'rrtn, i'r:r,s ¿sscciai;eiì. 'i¡: iir :rj-sj;

'i ücr:-r:e asp'i ;'ir'Li-r;ns

i:rfe¡:reC- i-'lr¡:

íc^r: ¿-i¡eii'rir-c

't: 
:,:. 1: i,j 5I û',r'lJ.Ìì

tiü','ì'C'VC-f , ÍAl:le::S

r i;lri-s '¡¿:,i:ir:

ri:i:1ù r:i:-,,i:5j-ä fr:r ¡;::cr,:1,1r- j-L:c*r:e ;

¡'rj:.iÌ ;ra'f e;-riel- cr:::r.icl.'i, a,r.il

i',j,.Ì ir-c-i; :r-'{),¡i;ii ïe ¡:.1-l- .i;,Lr.e se

¡.i1;1-i ì-rr:Lics [rr"c r:sse¡:',;ial

¡ tf..i- : t ç:',:;i :: e 11 :il:.: n-c *e :l''; t.: -l-;r

rj!-;l-u-f-t r o

r'3 l-'e Ì:o'i;
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r:alrid- fi üancia.j- lllc';jÎess cf ::isk

ai;ii.fuc|es e.tid. '; ncü,lile åsïj-i iaiicns sti¡lr-i-l a..'¡ecrr ort ltês b::-"ici;e11 fiiia"nc-j a-l-

pfûú*:fesls? y'".i-lì.r-e c:rie::r'c¿i'';'ì rinË,Jeïe no{; ¿,r,s ilçcl:t:in-L nor: as resi.rj-cf-r-ve

i-;r iiie finarrcial- Ir_r,c¿e St of 1;he l:i;.s¡ jLe¡s"

å-ri¿ìii¡sj-s 1t r:r,',1¡r be ccncl-rrdei. tlrr.-b i;r g'ene::aJ-, i,hese ¿tL::-jl¡ute s ¿ìre -iri-

prlrlü.,:Il-i, fac''co::s in s'l;in¡j-a1,LrL:¿ t): .::rit:t c'ii-r¿ tie fina:lci;.t.1 .r:::og:less Of

'i;lie .fi;:¡t'or;.si ness "

ir¿rliil-



CiliF:LFi vII
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chs:i.3es irr'¡i:e Íaln s'b¡:uc"-r;Jey f::illr sc-lí*st.tifÍcie:i-r'¡:Îasi--l-;

ía,::¡l -r;¡its ,to {;he ìrcre SleciatizeC coru,reïcia-l- fe:ns, iU:ve g:r:e:l'r,i-;'

erllli:rÌfceli 'i:l:e ¡reeci fCr l1O::e aüC-üï¿1,''úe a:,lci be-lierl li,r elille-l ri Sll

lla;1agetÌreni p::ac';i ccs, i'.,ic::e j-ni;ensi.¡c 'u¡s€ CrÍ r:api';al" iias Srei-L1.v'

inC;:e¡rSe,l -Llr.e .f¿ir:¡¡re:ig# t.i-eilend-e:rce Cn a CûllSia,:i-t SO-ir:ce Of inCClle ,

,ii larger rì.egree o.l1 spe;ciaii zi:.'uiot íc-rcocr rillor: r\.:ltl ì:¡r iiiSh'e-l clipi ia''

-frrp"uts h3.s g:úea.,'c-l-J. :reúi.¿cecl- Lrls ¡;3si/iolìs r¿eth.od.s of p1o'uecij-on' Tt

'iu::rLu -1-a...cgc,r: ca.-pi-Lal ilti:u,i;s Ìrr:.ve cc,lçei.l-ei- -Lilc fa::lel ';o el¡lr:tri

ir-ì s riccfuciior: r¡;:se 'Lû 7:ea,p J-t:eii,tei-' 
"¡c::^LeÍi-is Í::'oili ccû-loiii-es CÌÍ

-qc¿:.ie, !.,l:i.l e 'j,¡rese ci:it-it..-ies ha,vc jree ;i ll.eccss,:ìîJ¡ Lc lücr:'ì: <;clitpeir-

,,,:i-on., iire¡. li¿.¡" i¡i ùh,oiib cLL(Ìs'i;.; ûi.j pressecì- -LÌ1..j filTìrt i.'lbc ,,iifÍe]:e,.l¡

:í'islí ijie.r.agûrire¡il iecluricrie s io proi:ec'b tire brisiness a.ti:':lits'l

-L1J]ceIì, åj-11'új¡ "

lra.crrels iiave itan;- ùiffer.enÌ; i'crrl¿i and i nforral- i-nsi:::ance

scilenes ',,,hicÌt t.ire;r iia;t rr-i;i-l ize '¡,o 1:r:o'ce c"'r, 'cirens;e i.¡es" f'o:r:l¡r.-ì

ilrs-lllance sche:L.ies e,re interp::ej;eC- a$ coil.i:l:¿tcbu¿.} agleenen'r,s r'¡i';ir

otner people r'¡neie thc .risl: ci:' celÌse of' ::isl; j-s t:::nsfe::-reå fo:r

¿]Jì a-gl--ceal .j-:lllj-ce. Titr.: i,ios'c colirìrlon -i;;.-pes cf -io::ll¿:.1 i-its-,-r.Ú¡;:ce â,.fe

íi-:..e u c::'ierrde-': cc.veralj'ee h.ai ì: :i.il*.::i;;il crcQ: Ì:'¿i-ii' c::on, liia"r:iirb;i,

'ì;hefl;, life, ¿ccid-erri a¡lC, sicilnessu :üeil,i-cal a.nd- i'icspita-Li.zaiio:1.

-inío::nal ii'ls,;¡a¡rr:e Ð.ïe i:Õ'1, :ro:rä¿t.il.j,' ';hc',-glL-L oÍ as l-nsu::1i,,-irce . In

ì;Ì:r.is pian -i;lrre lislt: or-' cãtlse o.i ¡iel; i-s .relaineil-. Savin.3s, c.Lii.*

co1Tfr.4;\tEi pïLlrl-ei1cÐf pr:cveutioil, cì-iirc:rsi-fica.tron lJiù o1,hÊ= siiil-i-1.:::



methods a"re rused to reåuee the lose" Both schemes either alone or

in eombination are r*sed. to reduee losses or Íncrease security"

The ma;i-n objeetive of 'ohe study wae to d.eterruine the need.

for appropriate risk ma"reagenent schemes iaåtb the ulti-mate aåm of

indícatj-ng that proper rísk managenent aceompaJxíed. w"ith proper

risk attitudes ín far¡a praetåces were aeee*æa$r, foæhígher f,ina&cåa]

sl,ùcgêFsø In addåtione an investigation on farmerss opin'ilon and

reactionË to formal insurance was maåe'

In consideratåon of these objectives a,nd- problemaåie

sitr:ations five Ïqrpotheses were aðvanced. and tested-" To faeil"itate

anå^lysLs risk was classåfåed. ån two maín categoríese dynaro:.Le and

stattc, Statie råsks were the only risks teeted. for ad.equate

protectåon, Statie risk oceurs either Ín a progressåve or retrogressive

econçry whieh resuLte only in Lossesç whil"e d¡rnamj-c risks were

usualþ interpreted as eharrges which rnay either result in higher

profits or une:ßpected losses"

The first ffiothesås stated that farmef,s a^re underprotected-

agaånst eveïy risk, 'Ihe hypothesis \ras sxrpported from evidenee

obtained Ín the susvey, tropsu liveetock, feed and grain were

rnad.equately insi.ered' Bu:ild.ingse me,chinery equåpment arid" houeeholô

eontents were adequately å::sureå from fire and assocåated" causes'

As a gforatrru fatrmers had. moet assets ad-egtrateþ insureù agaS"nst

fise" Honever, assets lacked. ånsr:.ra¡lee proteetion against other

sorrrees of råsk"

1fhåle famers had inad"equâte ånsurance agaiJ¡st meJos
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CO'velle.rje C-,¡e::: thc

i ', ìì '. ì,--ì 1i.aY.:-: "j,

on ucs'll civii -l-ie,b.,.l-i'çies.

il'a.:füiers i'¡e::r: i-.rraCeqr-r-a'úelj¡ ¡r::r-:'L,ecicä il.g¿ì.,Lnir'l'bire -i"css cÍ'¿,-

ie;l ¡c::so,ri, e si:cr:j-i1,1-;¡ :i-rt 1,9!51 " ilhcl; iracì., iìcr:¡rJvc::'z si-r,,i.iicj-en';

-Ì iÍc i-irsi-¡t¿]^iLce '!o co.¡e-it Îos-L .-Lel)i,$ " ,lu'; si-ncc 'r,i.Le irur.posc c;Í

r'r -i f i:¡ ì nsr-1-r:âJtce tï¿íi 'ûc iul-fil-i ¿;oal-s: rf.¡lii' i]O;,í atLd !1ì,. oí ii:.e

- 
^/- 

\ a 
^/--lr'.'.'i l-ils t:. i-!iri :,.r,ì I n;j ,'c$:.cc'L-;--,/u:-;" l'i:.ii ruiii:::.rr:t -t:s-.;,':,ücc

ío¡-" l,rLinia'i:ií''Ll 'Lirei:r preseni; stancl,a-::.i. cf tiving" rl-u-ring -i;ire

c::i'i;:l-ca-'i -i ncoüre pe::roci" 0n i;he o';it.e:: ilanct, tire rtirr;o.r':i:; hrrii :,¡.-

¡:r,riecrueie insu::¿;rce fc-rj:ire r¡ir]-c'¡rs -cr:ri:coiilcr-'r, rthLr-s, j-í; n¿r;. be

cc¡rcl-ude,-1 l;Liai a'¡ olre tjirlc 'r.,ì:cy ra.ci 'i r-laclequ¡¿'ce ii-fe iïisì-j-t:¿1r1ce,

ilÌ'i:l-ci uas so-'l-veci rr.u:irrg 'i;rre five .)re¿tir iieili-cd-.

Ltire second irypo'ches:-s r;as s".rp0o::ieå iro¡r fa;ne,r: r s opi-rúon

åì..iral- acti-on r'¡l:^i,ci: -.',"eirc presen',,cù i:r cirap'bei: Vi. ll¡J¡:ter8s ¿;-ssess*

ilerit of r.j sll i.¡ss rrlo]te plre cise o::r fi-:ce r:aza-i:d-s, ¿r-ld on i;lngibie
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3-5sûrs s!-tll iìlì on i:i:tliiiir3s, lar:-cirii:iei,'1r i'l:''i il-ousenol ð co:rì'en'çs tll¡il

crr ini;*+J:ibie ic,lsses 3-íIi1, as¡ets s¿ch is ailve::se j'';-d5llerit' cf ia'r,

írreri¿r,-r-Lì:,e ð.ea,-cir, ¡lecj:'-cal- cosi;s, ð¡A ¡.iccid,eül; anå s,i-cìiless ül¡;¡j-i ^

ities. ïn gene::al-, i:he;r hc.tÌ inc::eased-'r;lte-i :: iiÍe ins'.r-r¡.l1ce ccríeT¿.ì,!es

s-¿ificj-en'c'l;,r'¡6 cover úeb'¡se ¿llld fulfili:liost c-i ibe-i i 3oa'l:; in

-Lhe even'r; cÍ p:::ei;ai.,l::e d.ea,-f.b" ì{e'l: tÌre;rt ùiå jicï rJj:lrieI's'ca^ncl ij-fe

jnsurance pol-icJ-cs- ';itti-le ihey',vei:e iai;:i;i p-rec'i se in fhei:r

i;,eüa¡.Lts fo:: ce:-i;¿in ';¡rpes cÍ life atiil lccj,.J"en-L a,nC- s'! clüess d"r s*

;l,il.i-i;- j-nl,jJl;:ce e ''cire;r irc.C- pulcLil-seil o-bb-e-r: t;rpe s ,l:f coverl¿tgeij.

tì:iru,:, fa::ners I ¿sse Íst:ie:r1: c:Í

i,.u'i; esleci-a1 i;r o,r :-"ni;a:giÌ:ie

îÌte nypo'iÌiesi s ';h¿1; iil

17u.s i-Ìl¿ìcc"'-l-¡:a'¿ee -i-ii itil ¿i:fc¿l-se

eltal Î-s s e-'u s "

ce s elitellna-]- i;c iiie biisilress served

-r:isli

ri si.:s

1't r 1^-,.

e.s 3-;j-d-es fo:: prciectin3' 'ij.le bi;-siircss iilr:: sln¡:c-ri;ea b;f 'Llle

e .;'ic|enCe. lfne:¡:e i:lel:O s'cïCn.¡,: i-iriì-i-cA-'¿iOns -'¿l:.¿-L f ¿',::üleil,'i n'e -:-e s.rfS'-

¡icious aboui salcsinati ¡rnLi ''i :tsr-l¡:ance tl,åen'l;s" Ihe;r þ..1¡ I'e.{¡ lii,i-r-c

coní-ide;ice ir ihr:il'-' .rjeco¡lllenciaij-ons" 0n ''üle o'¿ire:: ira,:.Lci, na:r;"'

f¡;:¡.e.r:s irail. a-ì;'¿cstecl '¿irat the¡,' n;irì- ';a.};ell 'llls-;::¡.tlce Ír:oin ille se

ase1,t,s o.r -Li.iei:i-, ,r.ecori!-iie1tc,¿-bj_cnse f¡i'r,houl-t reaùi::3 ',;ire i;cli-cJles,

,ia;liire::s :.1-s,; a"a:ii-];i:e ô 'chai 'iirc;i -L;-nåe:'s.i;ood- verJ'¡ liti:':e ¡¡-boui

:Lns,¿canCe ailct, l.lel-ie-¡9çì-'i;nA'l lli:l-'Lr;-i:oliCics cC:l1;i,i¡:Cri'L,Co ril;l¿ Í-'i,rL.e

¿:,¡d hiil"cl-eyL ci¡u-:es i.:rj-ì;ierr in i: ia,,r¿;ur.¿le'ti:Lat'i;1ie;;. ccl:-iC- ¡,o1; rincier:*

s'ù¡::¡l-d. Th.-l s 
"'¡as 

pi::'Ì;ici-il.t-r-'þ cviclc:r'l'i; ';,'':en 'i;llc;'r coureri'ied on

accj-rÌeil.L a:tiÌ. sicl::iess insi;-rliijt,.lO 't!-äeI?.i,irtl;:¡ ::ecO¡;;1.'i :e i: 'i"c -lçC,i Í{::l

Sr;-cir a pCl-Í.C;' ln''; i:::eÍe:illl€rCr- nLì'õ -i6 i:rr-.¡r' Fa::¡lelS ive.r:c higriJ-;' i 1r.*

!)-';t-cr:-ca:I i:y i:r.s',",::r:)-aD ?.,L:,::tlús r::: ''lÌ.i,:j-.r ';llrj'lcllnsc l.i 1a"fr: ij3.s:::r-:.lcC"
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Iias Úclií} ïali-;'' r;-ir"! ir A'!:r;'¿aL.

th:e e ïtieailrl:ter.:i c,Í í:L,nancial- s",.1,:cr;ss r,¡ûlle u.se ct. i;cl r¡eïi.l-J¡ i;ilr,)

it;rl¡-¡Lrn*ts iraiiì{ìiii nei íiÌllli 'ilrcoìllej I¡tr-üiil fc:: 5::o','r'r-'jl :Ítti- ial::r; iÌi:oil

fa-rni ng"
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Statåstieal evid.enee eonfirmeå that risk ta.king attitu-desu

high åncome leveL aspårations and more profå* oriented vaJ-ues were

aseociated wåth extremeJ"y repåd finaneåal suecess whether measured ån

net farn åncomeu margi:r for growth or gai-ns fron farnizg" A posÍtåve

eorrelatíon existed betrveen ¡ret fa¡na íneome and attitudes to riskt

ineome amd valr:e orientation, Statístical tests fail"ed to ehow

shether a strong corselatisn exÍsted between these attributes a¡rd

nargi.n for growth and. galns fron farroing" Tht:"su it ma¡r be conclud.ed'

that theye was some evídenee to support the hypothesås that these

attråbates were neeessa.x1r for extremeþ rapåd fínaneial progress birt

that the evide¡sce faíLed to demonstrate that low råek taki-ng attåtudesu

low åneome desiree, ar¿d seeuråty aad. leisr:re vah¡e orientatiolls w'ere

strorg reetråctions to financial sueeessø

rhe prime objeetive of the study tt¿at of establishi-ng the

need. for appropriate ínsurance schemes with the ultinate ai"m of

fndfcatíng that proper riek manag:ement accomparried with proper risk

attitud.es a¡rd values rrere assoeåated with hígher financiaL success vras

aekieved." fþe need foE more appropriate rísk managenaent was evident

fron the laek of lcnwoledgp sn *nsi:ra¡rce pla,ns a.nd. the á-nadequaey of

ånsurançe proteetåon ea,rried by farners, Elne d-aha showed that iuigher

råsk taking attitudes rraÆ closely assoeåated wåth bigher net fa,rm

income a¡rd totaL farnn eapåta} ånveetment" Iæsger fa,3rns had krigher

risk taking attitudes and eonsequently dåô not åiscount as greatly as

snal-ter o11.ês, It wae irnpossíble to d"etermåne whether they krad reaeheô

Tapid. fineneial success becatrse of hig'ber risk tnking attitudes or
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beo¿-.*se cf illeill'¡reson'c.f-i ilai:ciai;:csi-Licn i;irc;r '¡¡rrld- e,f-Îcri- to

i;a.l;e itShcr :i--ì si;;:" iieve:rtl.rel-osi:, -'rÌie i níolt:t¿it-i on irld-icaie il- -Llra'c

!ïc1-rç-¡ ::is:.l.., ¡.'r,bii:i:-ile s !¡¡es asscci¿ij:err rt'ii;i:. :l¿i!ic,'1. .ii¡ialciai su-cce sç"

lile :eco,'.iå ::r-:1rr gì¡ jgg'ii'';'= r,Til,s al-sc :eac¡'rså" il¿:.::irteis s-u-pp1iecì

il::oigr. tilej-.i Ìrlsvêlrs {rJlri "r.;;r l;ilelv ins''ralice p.ro'beclion 'L,ire irríor*

rr¿L-l;ion iiecesserji io s]:o'; -ûlia,i; Lire:ce -ìrr.s ¿ neÍinitc neeri, fcr bet-be:r

e<l"U-cation 
",¡6- 

¿¿¡ì-rr-i cû cn ir'iËu:L-ellc'J ïìoed-s ¿-rìd- pïcllerl-! i:s.;l¿r.:i.ce ncl'reäies"

Sioirre aeccrlnenrlat'i c,':s Ío:: Ír,s'ii:.e.r :;'Luclies ç:L-l-1 Ì:e Ì:riefi¡¡

inåerl ineci*

*\ ,-..i,ì ll:is stii-rþ -:'¡'¡.g co,lil.r-ic'icii i:: cile i-.a1'¡1ci-ll-a:: .:::e?, iri

],l;;ii-tci-:a on ¿-1- Ðel cctive Jï(11.r-:p c.:f fa::¡ne-rs" ii :-s s.,:-gge s1;ccì- 'r;lia.t a

siini-] a.:r s-i;r-:-{' 'i::o coi:.rii:,ciccl- in ii'hÉì;cbe cl Ír. r:ej)ïe scn.-i;i,"ti-vc sír,ir:tle

cÍ i'i,i::rler's" :;l-l tlto co¡Lcl tiìJi ot.is d¡a',¡:. :tt:,:¡ t:ri: :':e cess¡.:i-il¡ ilolcl-

io-c c'ch.e.: ,ÌtJûãs.

2j Tiie ç;-eelÍcru.-i¿ile sitcL,J-ð. ic pe.rfcc-L;cóì-, 'l;o c¡l¡i;iiit :i xcïc

l¿ccu-i:s.te Ìleãs-Lj-reißr¡ lit r:T:. -li-si; ¿'i ii,;uiLe, arrd- -:¡¿l.u.e c::i-en-b¿"i;"i c,n" ilo

il,e.¿el-oi: su-cl a cri;-estic;i:rre"iL:e -i-i, ';¡il I bc c:rse¡-'ci rI- ';c 1;:'c*'f c'1" ilirt';-

iÌÌe,a.s1rrle Íc:: -re I i-g.biJ-i'i,;r ¿rncl cons-i s'bellc;r, 'l-Ìre ute cf cioscd-"-eirrl

t*es'¡:i-c¡il,¡il.c ''r'oulr-Ì- "lc sir3i,;es-ì;ed. :Lr.t'Lcarj- of c¡rer-.er:,J- q-u-esticrls,

Ti lict-l-å il.cil-i-'ç¡:.rc ìrtc¿|sr-irrlltctrt llrLå i;e:::.':-Li r-ri.Jt:e aalc'L.r::e'';t: .:'L,ai;-is'çi-c:.:l-

'i'.;S';¡ 
"

-, \ .,-.. jÌrrl.ü_:î:-,

!1iì.ì1&.fj.3Ìlìêì:Li lccl.s .

- i 
-ì -:'J-;ir -

L)f iri:,

iltåiìaüeti]e rt ì , t:,t:it|' t:Î iúcri -rrli:ii
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-.trlc)lc:i iiïoirorr[-i-oriii4 i]llte ¡c üioitg r.ì -i;i: .i.ic::r':a.i j-il":-l'e.ll.jc lJccallis -; 11i"-cïLríI'b

rrì::t.ajetirç:íi.t ';O*ls it,:';ire Íai:l o¡er¿,'¡c-i'i:: pf}'i:eC^;in.¡ iriS -iÌS..llii l-'¡::.i:':iS-l;

-ii-t'.ce:'r¿j--; ¡rt;¡'" ljrerefc::e -:-i; :ú¡¡r'Li; l:lrlo-,ro l-sefl-l i-ir i;.r-c,-i;eci-i r-3 'blLe

l:,n.siiìess a5lins1, .r-i s.1lu

4) ¡bæther reseaJrch eould be eonducted i-n develop{ng and. ínprovång

attitucle sca;tes on hume.n attributes which a¡fe responsåble for the

success of the farn, The ability of a fermer to nake soxmd. uunaselrent

decisions roa¡r be as d.ependent upon mhow he sees håaßsslfrf as upon the

oppostuattåes for productåve use of hås resources" A d'epend-ent type of

person is like1y to seek directåon and reassttranee fro¡n otbers ån plaee

of innovatåve and. perhaps more profåtable påoneerång actioll. Horer thent

ås a neeô for eooperation aaong several &isciplånes - soe*olory, psycholory

and. econontícs, EmpericaJ- testing of these attitude seaLes shou-ld. be

earyied. out to deterni-tre their preùåctíve sigruifíea,rxce ån tbe finaneiaL

success of the fa.trm'

5) At the present stage

for pilot and exbensåve sanPle

and income aspårations"

of developmentu there ís a fi¡rther need.

studies j-n research eoncerning risku vah¡es

Potential exbansion u,ses for tbe fj:rd:ings of thís study i:rclude

arÐr or all of the following's

I) A suumazy a,nd classi'fåeation of fa¡n businass ríslcs"

2) Sescriptåna infonnation on formai- j-¡rsura,nce schemes' (tfr*s

informe,tion will have to be revlewed. períodåcatþ in oeder that åt may

serve as a eont¿ffrfurg souree of reference)'

5) As farm:¡¡:g becomes ütore specialized. and nore ðependent on

borrowed capital for rapið fi¡raneial snceess, credit agencies are cballenged
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to lend. on ma$a€enent abål*ty rather than on collateral. Use of a¡r

attitude scale on valuesu råsk-takir€ and buså:ress skills cot¡Id sub:

sta,¡ctåate the farnese s ereùit-worthiaess"

4) ån optimua i.nsurance (formal and. jsfornoal) for each el"ass of

fam busåness råsk coul-d be reqirired. by the fa"::m eredit a€ency"

5) gJetension persor¡nel will require research studj"es on faæmerss

attitudes towa^:rd particular teehnologåeal innovatåonsu nethod.s and

practåees ån ord.er to develop effectåve cornmr¡¡rícat$.on on tbeår appropríate

xtseo For thi.s stuQr, suanerfellow a,¡rd eow-calÍ' enterprises íllustrated

thås need" Seåentif,åe appl"ícation of the theory of ùiesonanee eould

well- nodify exåsti.rg attitud.es and eond;ltåon fasnn mâT?agers for planned

eha,nges ån theår businessu e.g" for the graduat reduetåon of sunnerfal-Low'

and the objeetåve revåew of the role of the beef cattl-e enterpråse i^n the

facm busin€sso



, ,..,..... i 'l
!f,riìJ!--j

-'i oq-

.i)r.i,.¡.r-:-:':r¿:ilt +,,!, i].iq1r :;ri!i liii;Srlaliig¡ Èll tli:.¡ii¿.'*lt¡{jil .i¡'-ri:i'r-lãtl. i=n]-t-*'
ijlle ltlccniri'd-sl :i;-.,:Lal:-e-i;, iicl. -,'lc* 4, ].j!|}"

';r.,';-]1ì--i ii1,e i'i",ì" , i.i :.1-cco::ït-r't;.-,j"!i,cíL ':'l ¡4.ç,,tiililiçå. ile'¡¡ Ic:lls "-irh]:i ii-iic;l
i.; Sl::.c, Ltic. LriA"

i:ì::,:;iiÍc:il-: ,L"-1.''. ::irl- Jclil::o,ri, l"l-,', Jlr:iïl iül¡{rqllqj:il¡ Jilr':,,ii'r:i:" iiex ioj:lrì-c

ic,:,t'L ïj-l-e,l 3t Scrls lilc" i')ti.

:ì.rcvii, i.-i. jÉ-åT:l.i1Ëi,rq*:c-È ï-: rìs¡:.:{,J ql îJ:¡r+i+? l-'i::':'r-r-it';e liÜir'itrrlr'Íiii

Cr;:a,i-a LirrÌ -,1':il-r -1.')5li.

ll " I c c -i- i,.l :i s"¡ eÌ r c: r,-,,1 ii,.::ll: lll,:lr: 1l-r-c'¡; "iÌ:':i;li: , l-9í\ "

í-;. rl, *rij- lìc::'';::::iii, ;it." 1,,*

11i",*l_ ri*jtÍe ¿g-;-¡s ]-iiiì-ice È ax ìes;cl.r:cii i-'l*ls, Î-"-il:ãi , i -,!-:-:.. --- -. ?

L] )) )',-'

-li:: ': 
r"l-r'r t

lN ;:.t c':: ,

-l i-:l--¡ a: r -- ¡ -2, ,r.:

c':r¡'i;lie liì;
'[-,;::a]- lÌcci:cr

lanscn, ;" -Ç.!A:X;Ss*-+Lå:lgq*1tl.iqÊ.,'yt Y'iO v Si:iÍ Sturl¡ l[c" i],
lc+irc¡riic Cc::¡;c,ii cÍ tl,rr¿rCa, )t-)iti-"

X!:]-'f i chr ïi" A-, !:r'e.'b i, l":rl- n:-r,'j .Ìcyser t i.l'" Ë.ç:':+*iiS¿g':*j!-. let:o.r''¡

cÍ Iecc-rr:rlaissa:lce SÛil Sr;::'¡r:;',' cf .iltls¡r=*'+f+- l'r-ildq* i,It?,íL Si:ee'r

.tÈr..i*ù;ian: ti, ¿,r.r1(l- :ir-\raiica ,1,"J* :fli.q 
-!,'ir-r-i!;y 

",1411iiårå ?í-SiScçÍ=-:Ë'{4Ui";U
lÌ.isj.:* "Ijre j'õú1al cf 1foÏ-iir¿-t Cr:oirci.Xl" ,icl-* L-,f-i. L9/i-fi"

Ç.,:11, î*r.*E ;. È, Ib.-rq¡r.{qe t¿tql s.qe,i;i¡.'!+cg -i¿ F-rrl:gÌ]-cjo-'l[¡*¿¡l,t-Fi-]cq;iE"
äev Ïor:li: iú:G::a**ii-"il-1-u L955.

'l¿:--l f;::r'.r J,"i-",ÌÊ¿cèqg'q'tqirì-jþ*!il q ", iíe';t l-u;:i:I

l91ii"

i-!i,-L rt of Qhi-c:r5{: l)::ess r \92i"



-20CI*

r-i,-, ^ .ì: -,. -1"t", Iccncli cs cf :i¡,.r;-cr:å'üi:Je-t, F¡-'aårlct-i *4..-,:,.ri,'¿ !:.!:''i:-'.';!,lt )'';lL"
-:lr:q'l e',"'ic^;- tiiff s e lil. J" : F"ren1;-i ce *i]ail I.ric. , L9,

, .!¡1,qe.{."-rt¿+i.:)/_ i4 1,¡¡r,r.,-g-ii. lrrqlq:¿;.ci.,qriljn¡ ,++È i:çÐ!rt¡+??,¡ìià1ccq!.1"-c-:
the f;ira::i E"u:1" Jculnr;l of Fa:rn trco.riclics, i.Tt::¿ i-9r4"

j-c:.r:cr.. -1"J". J'L-Ì.':-ì-c- i-.'.'i ces -c: .'',';i1,i-'.1 ;.:-.'2' J...ic:¿t::'fi,i .'::.'':z:-:';,-
lî ûÌr:;,cagc F::ess t 79t:7 

"

j*h;:.scn, C.L. ¡:rd- llav,:::e C.-il*, p.lqqaql.c-4îji¿:{i4ß,T.qi!.-c:-Pl.çq. -i.q gqi:li:

¡'da;i+;q:le¡.'0. ie :rilgtctt: 1{entr.lci'l-r A.g::i ci-r1--bu-r:::.ì- Iì:rpe-r-i neni -qia.'bicn
lr,f-l-e'i;"i ir. tta - Jgi s -Jlr-'lve -cs-i--t;i o.i Iiel:li;LclrJ¡r i-95i,"

iiriglte F.IL .t'jsl';, Illlcel:be+nüf a+'J ll¡"oifi" Ìtlew Y¡;::i;c
i:j,jil. i,'lâïx, l')?L"

Ita::t,t $cl:aíf¡Le,r

;:i:ied'i, iì.ir., äld- [jl¿-r]:le li. I' i.'ler::irrai.t¡lis ''rclï.çs

l,evc i-;r ,
fìesi¡e::cii, i:ii.r::;ri Scc:-r:i-r-r3;:, ii:,:.:rcn l-'>)1'\ z ïr" ?.:."

aJ.

$cc-r..ìn¡,r' tlre ill:r-:-rs'iane !'bi;-ì'i;u,åe ;Ica,l-es. i" Scs. Fs;¡c]:r;ii:ç;, 'j ll -:i ¡

Lrnl)ze:¡', [']a::d-ne::. {co.tr.,,r} " åilÉCgg:*gi- Sccrs.i Ps:¡cjrciciS" Y*" f',
CanÌ:r.:-ågo, J.'n.:s"; ;l¡l¡r,ì,isc;il*Íei'rcJ" Fr;rbl-isr:-:r¡; íìO" , \]jit,''

.irr,:il-r, li"Ï- aniì. il*,!;*s, :ì"Ii" iìi¡:]l lil:.1¿rijclqrü :j1 ti:.r'r*;lls1¡-e i':j ,|*tic=:, :-:.-' "

iLc¡iei¡c,:iir t-l-i:Ll:cis : F"icn¡.,,rå .:-ì- Tr*"i ä I::l ", !') ai "

i,+le li-cr, J"ii, ¿:tl'¿ Íl*i:i{::tlljsl-eile ä.T,:' 3¡¿t-:-q-'çj-cgi ÌÌca:;!"r.';ri¡ 1.1ì

licstc,':r ;:il:t¿::r-i;crL l:.ciÍl--ì-l i-;o" : i.96!"

i;!ei¡:c.r::.t i,'"i]" t+ l¿aj,;l'ç,r-g Si ri,i¡:c!iï,¿-ç-eqq li lj-:e::liíical,-Lrn" IJnprih*

- e .rô t

ûs Lir: r

-i isiis{l- ir'l¡rs'L;e.rs ilÌ:tsi:-1, llel:;;,:r'ir:i'l.r:i; r:f
i' ,'l-'rr-- i ;-, ,.-- -'1..":-. ' , :.:':-1 "

:1'l-ïic'*^Ì 'il:ji¡l i'lsr;i.1;il¡i ,l:l y

:. J l¡ --1 .' : .,. ,; :'- .. f. îi'i,:,.-i; cB " I::i.ieåi:¿-=t.¡l lç,'iq¿¡9-þ'
1.':..:.-.'.:-:; ,.:-:'-' -.1.:lr::, I ?':).

*,È::,, l,:ì" rirr .Eccj:i+l+c-'¡¿1u¿t-r=cri!j-*tqgI¡ -ij:rE"L:-¡::iricg ?e. a*lgl*-Ss-llJil
I.l'rp!r+ T.Ëlert - i-I:li:rL'rj-j-sile¡-i i|',zs'te:::t Ti'r-esis, iìe,tl:tirir":-nt' )'l
,[t-'-,¿ù.ttz-r :,co,l:cs, ilr:iverrr-r;i cf ]',¿:r'i'!r:l''a¡ L]'c| "

-r,' ..-f. t 1"'.i.," j l:--.r1 g.- _j.l;j'-_jjs{i_Ui" l;;:.r.s:-'-:ç '¿ -r:r-'.J i-',:

I::l:i-versi¡;,- P::ess, i}il "



-201:

Fr:il:,:cl, il" il, ,¡-f t:.1 . Staii::iica,¡- itic"i;i:cltr" ::iev Yril::l;: --" aÌ:¡:- i!:i i-*;;
aliü: Sürlr Tiic" t i)i;?.

Îc:r'o::iLo F::e ss, Tc.rcn-lo, ,Jniil-lic, i lirzf"

?!e-|.Îe.::, T" In::!1r¡;lc_c q.rrq ¡'cc.n-oir¡-.: il:n:j-.-." -lcn:''iocii, I1-1-i-:roi-s:l
Xrcnard N" Ir:'"r.1-ne Inc. u -]-'):6"

:ia;i, ?'"ii-. i:{j-rc,ì-ilicr; ¡J,4 PIi:.gi;rces c;í li¡.ïrcn-iir-:ralL.Irrrju:f r;e_" S¡:--:l-e ,,'

ûl:ii:-.:Ì,.. La:n trli-r:i;.i;i;at BroL.,l-;in.r]- P.r''j -r¡;:.ì;e l,iit:-rielå" i-(ìttiì"

-i:'enile::s e li,.[." ì:" In i.roå.-rq!-ign_ Lc Opi:d-.*n qec]- ii'¿ ii'¿!lÈe_lle ?s]r,-et¡re:!t -
Lilev ïo::kx llarpe,i: a;rå .ì.*oiÌ:e:rs, i-9i4"

l"-Lüe;', ;i.0" et i:,i. S,c.j--l- .F::ocrlci!.':-'l;; Inå-^:: Iie.lo.r-:, lii¡-¡:Liì,cba
le¡-;;;..r,irie r:,'ç +.i Agr,--ri-cr:-J-'cr-i::1,: u Iilli ."'a:f si-'r,;:- cf J,'kurii cl;4,,

J.l"i"e¿;e,l-, lì:. a-irri .re:c{:$e, 5,.I. I-¡æ,g.__.::::;-;lg:*.f.;:1, :¿rs:.:-ç?-t"
.,::::.'.-_or, -,.r1-l.r f_':1"

Ri-ke:r, !"1,, ¡1,. !_qilt¿!::..-, q¡. o-Ll.Þi;hcd-s -úsecl" il¡, åh'i;,:i,"i¡åe jÌe se¡¿"c::"
Jc';rna"l, jibr.r:;:¡il¿li Sr:cj-¡"] Fs;rchs-l * s Llt].4¡" ri*l . 19"

Ilcserr,:er-'9, Ì',,1,J, ET ?:,7-. j*:¡¡"de "¡:æ,ft+",ì' " r.ieç li¿iver:;
li¡"le iÌnj-ve::si-*u;" F. iess, 196i, .

Sciiua:zye lJ-e::, iì,"!i" Vai*e ürj.el.1;al:i lns i:: jìrii;.cat-i .¡lai ani,i. i):cr:';:::a-Lio¿:si
Cl:o_ic_es. .Eu:al Sìocicicgy, Vol.* Zltru L959"

secoL:r1,}"F-ancjEa,c}:'na.n''-C"f"'ffi"i'],e¡¡l1o::};:j.',icG¡-.a,iE*
ili--l_"t .rìooÌr [-c " , i,_964.

Siegal, S" i,rzq_!¡"::arqs'çgic rïia.tisiige_,i'cr Eç¡gi,".j"crqì.i-rsc:iegc_çs"
r''tÞ-,.,; lio::iir i.,-tcG.ra"r*Iii-l-.1- Sccl; elo " : :'9ib 

"

*qi-ngh, 1".r- Ilqçqc]¡" cf Èrcjl Yrel-È*ins ì;¿*ili'ç):ffi"
1lnpr;-b3,isÌ:ed Ph. ll. llll-res:-s, Iepari;ner:.i cf Ag::icu-l-i;rlri.ii
.4cc:r-ctlics, Ürli-ve::s:-'i;¡ cî ;.'..-.. i ir.il¿' l.ií5"

Sneri,r?co::, +"î" Êj-g;ti.=ilc?,j. ;i:les Tc'i:¡¿,..; T1tr: Tc';¡¿:. 5lr.'il
Unive::si-tJ. F¡css,'i9j5 "

Si;clle 3. Cc:i. ij.fe -Ì-l.su.Ta.riile il-abl-es. 5ir:ire i: Ct>¡ .].,'i-il:--iei, 'f cJ:ctr-i ,;, l-94-\.

S.i;cu"Íie.c, ,1"r.. 5iì.c.ål-.i.lgj.qa;r_g'r îç; ,llei:,ii" åt:qq" ide-,;¡ Yc::.L'-; iti:ec irrrt¡r.;s cf
1", 

j.e:.r,r;ce 1 1"9 î,2 -

. i',,ie es',-,r.ill{jilt ¿:,nd- !:re di- r:'¿ztrt. T::', ::t.c*)::'i¡s lri" J" F:ri::cei;ln

- 

", .r".." 
"rrî,:-Ç-,*e "s ;îl:', r\



*242*

S'i,:ll:r,3-e, !-i., (:.'l -

:,ìei-rle i;l
{
::
fj

\c¡-"
flc

of il::rl ii:¿e i:'-:- 'L;]:Le Ca::rr¿',¡: :ir.::sa iI
ü::p-Lrbi:-sÌieri !h. 1. Tlie:j-s, LInivcr::-ty lf ìrhni'ccr;r.,
cÍ ri,-:-ricirl-i;t.::'a1 licon-oiri'i cs.. L96 4"

fii-ir.ipeg;

:,-.-.1 !J uvri:lú.: .:-:-!-a )_ g

i)en¡:j]tit;c$-;

liiall'ilt¡ P, ii l.húLr:¡,,¡L,Scal-e ío-r' iæ¡,r.:r€inÍî Üoli:elts :\iei-8::bc{r¿üess'
åi,'le::j"c¡¡ iou::nai o-Î tciclcgy, L9ii"

:i¡:!-iJ-e-i; e i! "'ì:* :rM F,rsk +rd. insi!.:a.¡:cq : IJrii,,'e:rsi -¡:'

cf J?e"r-^,:s¡r'l .¡ania. Pl.'els, \9ii"

irlli-l.rans, G .l "
1o::cn-i:o s

J. |.¿;+ 
1



-2Õ7,*

trì ¡:!,jj.i1, l1 lili t G Oi,¡rirlii i,i-iiii irl, I lI i.:i i oiir"s

ii r.lr..¡¡¡ I:ìu:Sr:tesS .ii, cs'i 
"

;,¡i;::ri.ire¡;l ilÎcl';la'j,ic;:i Jerç:j-cc Urrj- i;c''l iìl'aj-::

C.::rve:lg "

iiiir-li¡c; e

Án'ri-r:L¿i rÌepo::i; of iile llirg tc¡iliss j-,r::e-i " i)cpi:.f 'uüic;:'r oí' i,lt.i.,. C:r.: r .Pt'r:V-i-::Ce

îÍ .r..r..Ll.r) )..5 l],,. ì, ttfL; -L9f% i.)i'i, t.)54, L')(,=

@å21q" c'[''ua:;¡at
F::i n"eï ¡:nu Cc-''lir"o j I i3-1 t-:i'

:j1" i-i 
ri'r r:i i; i cs , .}:,e ci: ? sJ: ..:' :.:-t.: . 

-.'..'-'l'','. 5."

- , ,.. ;' f- l:l--- y -)'- 4 "

.Dcl-l :.iii;1t .,.ì'r-l-i:'e¡r.l-1. cí
li"',-¿ticrrc::-

-{r{,Ì-tis.i-; ts, ,l;L.rcr,:l:. r l:ilerLsls-cf Ür,ltaå";L 2 7-95L" Ü-'¡'¡¿'l,'"¡izl

Pri-nie:: a:rtl. Cc::,t::oile-c cí

C-g.r"rl er-i¿git:ttA" i''icr:n'r, \!ea'r'"Õ!..-, Cr-insu:.ire-i::s Itol:j]-*f 
i-i ".S'*:.Inc' r^l::o;:l;ì:-t-

ì ssi:_c oÍ Jl:i,;iai;,-, lcl:ru-::r::;-, '-111 
i,ì3¡3ì.1 L',)'.:-{ , -r.IL'- .l -'l-LJ. .r',J'1"

jjs'crte tja:l Gu;Liie i.¡cl- ?,ei;u^.rn. ,Dep;fi¡lleiri cí i;i¿'L-i-oral 'rrÊiic.íllr-cr i9'rtl"

.ulLe l[eeclS cÍ lfOrä.c::ror,¡rs COrmte.rc-lai- Ìli;rirLe¡s-. ??,roceeåinE;s; Oí

.-i:-€ Ì,.,.s::,:r j-;i C¡;.e-'l';, -ìe;.,1:!- 9i*i:9-lj;*:ìJ:--jj.:-'l'1,:.:*jii!::l-r-*_-- 
lg¿gffi- ilb"i;¡"'l¡:'.: 

-_QL:-eeri 
t :'r i;iinte:: eirtì

Con'r,roil-'¿r -Jf siatroilerJr l-!51 ';o 'L95i'

,i-¡:.rn'¿olta l.'a::ril ûu-l;lgck 19ì67- f';rinipe¡;: liiini'r;cba llelL¡-i;nel'i; of
à¡ri-cul lrrc ¡-:-íld Cc::Lservat :rcr,, iþecns:; ir-i:j-ii';e; Íc:-- ii:iri-ccì';a, \9(''i "

t9äã ",,.,¡""1.5l*ir, -Ca;r¡ieian 
.r!gr.,icu.] iusal- Xcc¡-ortii c Sc-rci c bJ.'i ¡

*Í]Íicc Üci:So1 rciaj;.i-c::; lnC Tl,si-i-::¿nce .!c'i;. ':riir¡rj-.!:¡:is Que*r:Lf s Pli--r¡-';c'r

for ]ìr¡ini'¡oi¡a"

0íf rce tcn.sc l-i¡-d¿':.'L,icn c.f
Clueene s l"rinie,L: of i,¿ni l;obir

llthe !,c::li-(teni s toi!ìllensa'Liojl t:ic-b",rir:;ripe¡;:

S'L;:rr-C'; ,-'¡al ::]r¿l-:::ies i.r Corle¡:ci¿rl- A¿iric,u,iiuq-e." Cen.te"r fc"c A5::icr-l1!r'^ut¿l-

E"on..*i- 1"",3f-;t;)-"t, ïa,i'ri [jia'L;e 'ln:Lr¡e::s'i l.;!3 Èepr]r'; Zije ]-96Å,-a:id-



'le-i:ilrs ii.rrå Ccniii bi-c:rs r:f çÆ:¡,.q*SJ'-A
:i :-,:.'re'.i::-r. .i;c-,':95 ),

llhe iiarra.ú; Peiisi ci'l !1r¿ii'" -re1rl::tlleni cf j¡ia'.bic:r¿:'i

õ"t 1:; li:'i,¡r''cei ¡:;lå Ccl:'i¡:o] -]-e:: cf
rrc e.l-'r,¡l ;l-nå :ji e 1ía:: e ,
Sr;: .'i 

j ui-::-'- I l,-tí. "

rii r::ii!eg ¡ Txi tt¡ex io i:ler iiilrs ITl:c Uns¿l'i;isíieC Jricl,i,loinent rlu:rci lict,
I::celleni i,íaj est;r,



AFPEOMÍOES

¿"PPEN}TX A

Queståonnaire forras used- in study

AFPENDTX B

Forma1 a¡¡d In-fo:srnal Tnsr.¡rance Schemes

APPENÐTX C

Suunary of Ðata used" i.n study



APPIì}MÏT A

O.uestio¡llaire 1961

Un-iversity of Jrla-nitoba

Iepartinent of .Agrieultural &cononics and Farm I'{ana6ement

Life trnsura¡rce and Off-Farm Investments 0,rrestioruraire

$eet-iolq I

1, l¡'.hat d-o yoil owlL i-n the wa¡r of life insuranceï

Id.entifyeachpolicy L 2 1 4 5 6 7

Conpa4y

Coverage

Kind.

ô -nnrr¡ I nr.ai¡-i t:m

,special provi-sions

0n v,¡hose lÍfe

Iate vr¡itten

2" Hon d-id. you cone to acqu-ire these?-

2 ìì¡-h^+ a-¡ *rLn i- ¡-rf i arr'ì oili-nJ'lrrp:nnoai Vclil.?-)ø t'\:4u vL !!¡!v -Lti yilu¿ur,4¿il -"f]-uenced' you?- -

i¡. (ff appficable) Have you ever used- your life insura"nce as security
for a loan?-

Purpose of loan*

5, Have yoi.r ever clropped a life ånsi:rance pol-icy?- -

6 " 'rgjrat cther kind-s of instrrariee do yoll cãrr?"? 0onnpa.ny * eovera€;e - etc"

Kind

RTlf I rìf ?1.øSt

House Contents
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Auto

Truck

Tractor

lfachinery

tivestock
(f nra¡l nrnn
uvvrvq v!vy

I{ail-

T,iability
lì/f^,1.i ôôllflç\"4va¿

llospitali zat'Lon

7" \fhat is your thinhing (philosophy) about insurance?*

-** about life insura¡ce in particuJ-ar'?

B" Have you alirays fel-t this vray?

Section 11

L" Letss List your off-farm investments (ie" ihose nct part of your

farrnirqg' operation)

ïterns Àmout }escription late Present Fresent
Äcquired. Value Earnings

Farm land rented- ou-t

Non-farr: real estate

Agreernents for sale

niortgages

Cc*op Shares
i..raclu-d:ilng U. G. G.

Person loans

Cred;it Union
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Bond.s - Fede::al-

P¡ovincial
Irocal govs t
Industrial
Co-oP'

$ebentures

kivate business

Frefe::red" Shares

Savi:tgs & I¡oans

Investors Synd.icate

T¡r¡st to" certificates

iÉrltu¿l- fu:rd.s

Closed- end- tnrsts

Comrnon Sirares

2" I{ow d-iri yol} come to acgui-re these?

5" lVhat or rsho in particular influenceò J,ou?

4, I{ave you ever r:sed. any o.f the above as security for a loan?

----trrJhich ones

:*--Furpose of loa;r

Ã Tf rr^1r '¡r?1êy-r¡ectedly' inherited- {}10e000" how wou-ld you Trse the money?
)ø ¿¿ Jv4 ev\¿ v4v

Tf wor: rrrrerrcectedly inherited S2¡000" hor¡ r¿ould. yolt u,se the money?--* v-7

6" If yoiu long run far¡n busj-ness earnillts n'ere to increase by {ü21000'

and eontÍn'¿e that high year after yea;re hc's would. you use the noney?

Section_J"_Il,

Novr we have some general questions C.eal-5-ng rçith farrui.ng risksr price
chn¡res. I evel oi }j_vi_nq ald reti rement r¡l ¡.-nS.v¿¡@áóvÞ t

1" flr]rat d.o you consider to be the more serious ri-sks in yorir íarming

busíness?
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2" ë.i: at is the best way to d-eal wi-bh these risks?

i" I{ave changes in the prices of farm products affected' yor:r farnt

operation very nuch?

+" Have cha:rges ii:, prices of thinSs you bu3- aifected- your farm

operation very much?

TÃI¡i nh nri noqÛ{.¡¿v¡t t-----?

5" llas arrrything else affected- your level- of living'? e"g" illness,

educating children"

6, lilhat is yor:r ambition as far as le.¡el of living is concerned?

? Iïnrr'l ¡l ¡rnrr qr1¡ 1rôrl-r' nresent i.ncome is SatisfactoryI ø rsvl'4u

A bít low

Cousid"erablY lower
than you would- like it

T{nrrr dnaq rrnrr^e i ì.fÌñmê nr^},nn:rrê iryi th r.nr:r' nei.olfbOUfS?tl('/!ú uUçÈ J v|A !arvut!!ç vvr;JLJa¿L Þ r'¿ u¡¡ J v e-L rrv¿Þ¡r

R rTor¡a rrnrr Änz1s a¡y thinking abOut retirement?9ø rßYv J vÉ uvfrç @Ðl

9 " tr{-hat d.o }.ou thinlc is iroportant in your retirernent pla¡r?



-glrEslrroMT,{_rqE 19 6 6

ün:iversity of l"ian-itoba

Department of ,A"gricul-tura1 Econonrics & Farm ],,fanageinent

Fa:mr Business Rísks

Secti_cr.n I

]" ïftiat d-o you ovTl in the r'ray of life insuralr.ce?

T.lo-n'{:i frr p¡r'h nn] i ar¡IUçf¡urlJ vav¡¿ yvlrvJ

Ã

Ccmpan)'

i{ind"

Annual Premíu¡¡

Special Provisions

0n whose life

nate -srritten

Date cashed

Cash value

Hov¡ d-id. yotl cone to acqu-ire these?

I{ave you ever used- your life insurance as security for a loa¡r?

Fr:rpose of l-oan

L,ife insr:ra:rce policies are u.sually bought for two pu.r,posess

Protection and savii:gs

a) unen you original-ly pr:rchased. these policies, --"rere you buyinE

prímarily protection or priinarily saving's?

b) If yoll ï¡ere bqying ]ife insurance toc.ay v¿hich. feature -rvouJd

.rnrr -ba ìrrtpresj-,ed in? l'Ihy?JvE pv

Save you ever d-ropped a l-ife insurance policy?

¡
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6 " r,flnai other l<ind.s of insurance do you carry?

Co " Coverage Títnd A¡urual Freniurn

"åur"o

Trucks

Br,r-i1d-ings

House conients

Tractors

iviachinery

Conbine

tivestocic

Çì:nnaÀ ¡r nnuvv*vu- v+vf

Bail

êæa¡ i hêrf _Êqn^ê
u¿9! 4¿rpvr(.,þvv

Liabiliiy

Âccid.ent d-isabilitY

lvleùical (muS) oihers

HospitalizatÍon (beYond 1.'ffiS)

T. trThat is your philosophy (thin¡5-ng) about insura¡ce in general?

.About insura:rce in Particalar?

/*bout fire iizsurance?

Ahn¡rt r:rnn insrrrance?ÃuvÉÚ

:lboui hail croP insurarrce?

About iiabilitY insurance?

/rbout ned.i-cal insr.¡¡a;rce?

About l-ivestocl: ins'tuarrce?

E" Have you cha;:.geÔ ;''our thinlcing about insr'lra;rce?



*zLL*

Sectioir 11

1. tet us list your ofÍ-fa¡m j-nvestments (ie, those not part of yo'":r
fa:rn operation.; v¡ife! s investnents includ,ed.)

IltiIt{S Ä.:rount Descripiion Date Pireseni ?resent
Acquired- Value Earnings

\-a) Farin I anù rented out

hl Non-f¡rr;r rea.l estate

\.c) Agreements for sale

-\
s J rrrer vÉ)éõç È

\^e) Co-cp shares incluùi.ng UG'G

or other co-operative

^\f) Cred-it Union shares

\*g) Bond" * Ferieral
Provincial
Iocal govt t"
Indusirial
Co-oP"

-\11 t llãhônffl?ôc
" J

i) Frivate busj-ness

i I Pneferrecl. shares¿,t

.\K) UonrracT prår1s

e.g, i¡f"S" + L
.\1) Tr'-rst Coo Certificates
\ -= ,aJ Ur-rl[Uå.1- Ltir.ds

\ ^-n) Cl-osed- end trusts
\^

o ) uorurrDn Ðnaïes

-\ f\fl.,aæ /o-^o^i - \
vt vu¿¿ç! 1o¡ruurl)-,/
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2, Eor¡ d-iC. you corne to acqruire these (t, b, c, etc") off-farm investnent?

3" Have you ever used- any of tl-e above as security for a }oa¡?

ilhich ones?

Frrz"nnsas af loa¡

Now I8m going to give you a chance to d-o some drearaingl

4" If you rmex;:ectedly inheritecl $1Cu000. har.v v¿ould you use the

money?

5" If yoi-rr long-n:n farrn business earnings were to increase by

{b2rOOO" over v¡irat they now are, and, stayed. that higtr year after

ïeaËs how' v¿ou-l-d yoil use the rooney?

$ectÍon 111

Nci,v f have soine general questions d-ealing vrith farrilir:g risks, price
changesu level of }iving and. retirenent pla:rs"

1" ü¡l:at d-o you consiðer to be the nost serious risks ín your farnin6

business? E:cplain.

2. vlhat is the best waJr to d-eal with these risks?

- f^ --!i^.^)ø tuepenos on how he answers prevÍous question)

How often ba;v-e you ever eræerj-enced- (ie" poor healthu crop failure)

4" Eave changes j-n pri-ces of things Jrou sell in the last five years

affected- yo'.''r farm cperation very inu:h? ll4rich prices?

5, Have cha¡ges :-n prices cf things Jrou bìly in the last I yeâ"rs affected-

1¡nlr-ê ^nêTqti n:r r¡cr-r¡ ml'¡ch? I'Ih'i nh nri ees?
JVU V}/e!as¿v¿, vv!c, ¡r¡+v¡¡

6, Has ar:ything else affected- your levet of living e.g' illness,
accidentu educating childrenrprice of tand or property, etc"

7 " trfllrat is you-t arnbítion as îæ as level of living is concerned?



B" lllou1d. you. sa;r your present ineomo is : Satísfaetory
- A bit lol
- Consíd.erab1Y lower than You

wouLd. like åt

b) Uow d.oes your net j-ncome eompa^Be with yor:r neighbours?

I how that you donst how what their j-neo¡ne is, but what ås

yolrs åmpression?

g, &atelyu there bas been ¡mrch discussion on gradual eli¡nånation of

sr¡mmerfallow and perhaps contínuor¡s eropping, by professionalsu

r¡nåversúty, extensåonu on T"V" u i-n publie neet'i'rgs and. ån marqr short

eourses" Eoweveru the experts d.ontt always Elree. Eow fa.e d.o you

thånie you can profitablY go?

10, Slhat do your ueighbours thårde about eontinuous eroppiug? Ïn your

opå:oionu do you think that eontin¡¿ous cropping (without suruaerfallow)

is too råslry? Explain.

11. A¡other item whåch has been ùiseussed a l"ot Lateþ ås the beef eow

and cov¡-ea.lf enterpråse, Ágaån, the experts d"ongt always Ð8te.e.

W'hat is your thinking on cow-caLf enterlprise as part of your farn

business?

f ) ûnaer what con&itions woul-d you seI1 yor.m herd. of cattle?

L2" trTas th.ere a::y tíme i:a the last ! years when you ehanged' or add.ed.

cîops and. livestsek enterprise for the main pusposes of gettårg your

eggs in nore baskets? Yes-*- no---

L5" How lnportar¡t ås diversåfåcatíon as a method" for reducing"risks?

lflbåch. råsks? Explain"

!4, Ðo you keep lerger equipment oa hEJið tha.n is neeesear¡r for avera8'e

weather ín order to t¡e.Tld.le the erop ån ea.se of poor v¡egtþ:et?
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Which eqtri"Pment?

L5" a) riftrat d.o you consåder to be the optimn:rn (laeaf) siue fa¡cm?

b) Eow m.ar{r å.sres (imProved)?

e) ttow big a lívestoek enterpriset

!6, Have you reached that Point Yet?

L7, Wbat ís your *hinlcing about the use of credåt?

t) Itas aaything influeneed. your thinkS.ng on the use of ered.åt?.

c) no yor:r neighbours agree?,

¿) gdhat influenced their thinkång?

e) Wtrat }åes behind. thís thi::Jane?,

18" a) now mi¡ch cayr you bogow on yoxnr present farn assets?

b) Hovr rnnrch woul-d" yor* safely borrew on yoL?r present fa¡rm assete?

L9* CoriLd you have 'rrsed more eredit profítably last year?, Yes--- No:**

Ðid. you refraån from bo::rowing s0 as to have property to mortgage in

ease of trouble? Yes--- i{o---

20. Tilas there an¡r tine tn the past five yea.rs when you refused

(to use your money) or borrow for a,n ê,ppalently profitable pu¡gpose

ín order to riplay it safetr' fss--: No-:-

Explain"

2L, Have you d.one arry thii:king about retirement?

22. 1ÌÍhat d.o you th:Lnk is importa:rt in your reti="*urrt plan?

25" He,ve you a pension platr now? (Co. anount, kind, aruruat prenr-iura)

24, Tlhat is your tlrinlcing about p"rr*ion plansu te' goverruoent pension

plan?
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In Srznmeeyu I would like to identif'y the risks trh:åch you consider
to be tlae noet serious"

: Health (temporaqr disabilitY)

* EaiL

* Health (sore baclca arthritise permanent ðiseonfort)

-^ 
Dry s¡'eatber

_*_ Rriee changes in things You selJ"

--_ Too heavy a d"ebt i"oan

- 
Not enough labor to get the v¡ork done on tine

* Weather in general (too nuch raj:-n afr seeding, at harvest or at other tine)

*- Price cha.i:6es ín things you buy

-- Quota surplus (cannt sel} grarn)

-*- 
.Aeeid.ent (*:saUifity)

-- 
0rop faålr:re (¿ue to dÍseaseu rt:st)

- 
Låvestoek (diseasee losee etc" )

- 
kenature d'eath

-. 
Irívestoek enterprise where you have not had enough practical experíence

__ Cro¡l enterprise wl¿ere you have not had. enough practíca1 experience

- 
Speci.al-izatio¡r (nost of the eggs in one basket)

_- Crep fail-ure due to ínsects

=- f,oss of property (tneft, fire, damage from wind.)

- 
Adopting pæactices not tried- in the ùistrået

: Keepla€ up vrith nerv technolory (:i¿eas)

- 
Getting a son or daughter establisheð on a farmu ete"

-.- Politioal uneertainty (outgpessing the govemment)

_ Tinêble to borrow enough moneY

* I{ea-Lt}r ån the f+,mi ly - other member of the familf

_ Othersu speci.fy



APFEI'TåTX B

FÐRT.IAT .AND ÏNFORIì.ÍAL

ÏN-SÏ]RANCE SCHEÎ'dES



APPT]}TÐÏK B

FORXfAL AND IlTIlORf"fAt TIISUAA$CIE SCH0¡/ES

Ir,Iaæy types of formål and lnfosmal insurance sehemes are available

to fa¿uere, These will be d.iseussed ín relation to various classes of

risks. The most O0¡nmoll types of for¡aal insurance will be djiscussed' ín

considerable d.eta-tl, while informal schemes vrill be mentioned' briefly'

Egrnal_Inrsurancg

In its sinplest form, forrna.ì insurance consists of a machinery

for coLLecting prenirms from a large ni¡aber of people and for ùis-

tributS-ng a proportion of the sums collected" to satisff va-1id" elaims"

The prenium,s coll-ected. shouLd. be sufficient to cgver the expenses of the

insurarice system itself and perhaps yield a profit"l

sorì{ce.s =c-+].&ging 
Physícaf }qqag.ç -to- 4qss-ts

Crop Insr:raÍrcê * For the area stuùi-ed.u there were three types of forroal

crop i:r.sr:raJree schemesc a) tfre all-risk erop insurance schemes offered

by the 1üanåtoba Crop Insurance Corlporation; b) hail i-nsura¡ce offered'

by private insurazace corapa.lr:iesg and- c) ttre insÊTa''€e relief prograrn of

the P¡airie Farrn Assistance Aet"

ÍwL959uthe[h¡rltobaCroplnsuraneeTestAreasActiryaspassed.by

the Frovíncial goverruoent for an aL1-peril crop ineura¡rce prografiì,

toverage levels for v¡]reate oê,*se barley and'flæe were establíshed' aþ 6Cf/"

of the Long-1e3* avesage yield. in terms of average gËaôeu at a stipulated"

market priee f,or eaelr ind"åvidual crop" tong-¡st* a1regag,e yieJ"ês a're ad:

justed. for ùifferent soiL productivíty classifícatione so that the

premium a$d- coverage per acre va,ries for inôiviðr¡¿I cropsu depend'íng on

the productivity rating' of the soil- upon rvhich the erop is grown'

I^ uonsruter rtepoct J.uJy L962, p" 312"
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The level- of covera.ge Gï ¡naxili-ru¿ ind-eia.nity receivab'l e also varies wit]:

the sta.ge at vrhich the crop is d-amaged. Tlæee stages ase recognized;

f) fite first sta6e is after the crop has heeu seeded. and r'¡hile it is still

possible to re-seed- it to an alterna'bi..'e crop" Ccrr"rerage at thi-s stage is

JCli af '¡he total ind-emr:;i-ty. 2) The second- siag'e of ad"ju-stneni i s ¿p]:lied-

ghen ít is too late to seed to a s-trbstitute crop and" the ínsured cloes r:.ot

feel that iris crop is worth car:ry'ing through io harvest, itlia*:.inrum col-era€;e

at this sta6e is based- vpon itJl" of the harvested covera,Se" 1) fn st,age Ju

1OO7å of the ha¡"¿ested. coverage applies" The ind-enriity paid. equa-ls the

ùifference betr¡een the r¡a.l-ue of ha.rvesi;ed- production and. the value of

^
coveaag'e on tha'c acreage. t FuË*crs taling crop insr:rance ere a.l so exempt

. -^-r' .- .-fro¡r the i% F.F.A.Â." lerXr"

Hail rnsurance is al-sc offered. to il,hnitoba farners by nutua3- haii

insr:ra:rce a:rd- private insu::e¡rce compa:Lies. Protection ís offered- bJ ha:il

insr:ra:rce in the forn of a certa-in a¡eount of coveraSe per acrez usuall¡'

between SI0,O0 and. .$20.00. fhe major ùifference from crop insura¡ce is

that the amsu-nt of coverage does not depend- on valu-e of the crop produced"u

but upon the level of coverage the farmer d-esires. The ad-justed- l-oss de-

pends upon the percentage loss which has oceumeC." l'or exampleu if a

farmer rnsures a erop for $20.00 per ac-ree a;rd- the assessed. d.anage i-s 5V/"u

the far¡ne:: woufd be ind.em:-i-fied" for Sl-0"00 per acree regardless of the

quality of crop and- stand.

t 
O,our'l, 8.8,3 lh,ncsggn::Lg-rrgrluaLiq4-gl-Crop Jgqgge:rce 3q a foslnJllQron
_I:lsoge--ercleçËioq' Published. thesis, presented. to th.e Faculty of
@d- Research" university of lilbnitcl.a L967"
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iIail j:rsu-reJlce ralt presera.re the actual reti:rn 1iell acre in the

e.,'ent of hait daoage a¡d assu:res the facmer some nir:-illu¡l amorlJli per acre

r"n-r,hisq .¡r-Þô¡- The r:a.in ¡rlr.a,irtese of hail- alld crop insurance is that itrv! !r+u !*Þ.*_-*o

provídes protection j-n case of d-isaster" Ilorvever, heil iirstrrance pllo-

rríd.es secr:ríty onJy for one specific loss, i.e" hails arlò covers onþ

r:p to the e-*Jent of tire loss covera3eø One of i;he ¡nost se\rere linj-tations

of hail insr:-rance is that ii; provÍ"d-es no ind.enrn-ity in case of flooùin6,

erosion and other natural eausese which mighi; aceonpa¡Jr ha;il' tn the

other ha:rclu crop insuraïrce proïid-es protection against all risks from an¡r

cause frorn the time the crop -i s seeded rlntil it is in the bin" The farrner

llað¡ also combj.ne 'i;hese tv¡o metlroås of insu-ta:rce a::d, by so cloing, d-ecrease

his .ra:rge of e:4lectation by a consid-erable mergin"

Tþ-e lr+ir-ie Farn Á-s_si_,stance- Âct r'{as first passed. in parlíament in

L939u chiefþ as a reJief program for farmers in the 'ch::ee prairíe pro-

vinces a:ld. the Peace Ríver area of British CoLr¡ilbia. The type of protection

offered- ís si-¡¿ilar to ihe one ofÍered- by crop insr:-rar1ce. I{owever, the leve}

of covera,ge is so ]ow, a:rd the methcô of al'¡ard-i-ng claias so formulated-, that

it can:rot be caj-led an inùivid-ual protection progrem. The a-rnorurt of relíef

r¡¡rd-er the Prairie Farm Assistance Act is based. i4¡on average yíel-d. of srheat

in a tori"nship, providiirg the average yield, rs noi; nore tha:r 12 bushels per

acre" The awa;rû ís two d.ollars arr acre of the fa.rmerss cultivated- 1-aJrd.u if

the yield is more than 5 bushels per acre with a max.imu&. a.,¡rard. of l}400.C0'

Tf thn r¡ìeld ìc 1^ðd *r.-n rir¡a but nore tha^n ilrree, the an'¡ard. i"s th::ee¿r vrrÇ j¡ ¿v*s +u auùò ulra¡ ¿À v ç I

d.otlars per acre with a rna¡ej-mr.rm of $600"00" Oru íf' the average yield- is not

more than three 'bushels per aeree the avard is four d.oll-ars per acre v¡ith a
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ma;cirnum amorrnt receirrahle in th:is case of $800.00" The premi-¿u is

coflected- from the íermers (i"*. 1!/" at the val-ue) on al-1 gra-i-n sotd- at

etsvators" The üoney collected is put in the P"F"A"A" ft'nC- ancl-".paid' out to

farmers in areas v¿here the average yield" is within thc specified- Iin:-lte'

Fi,-e -I.nslLrance

The stand.ard- f,ire insurance poticy covers -1 osses caused- ìry -fire,

lightnii:g, explo;ion, and. removal of objects from the preruises end-engered-

by fire" idcst fire insurance policies do not define fire, yet marg courts

ha.¿e Ïreld" that a fire has not occurred- r:.rr1ess there has been a vi-sibl-e

flame or glovr. Consequently, scorching a¡rd, blackening rnay not ha-se in*

volve¿. fire, F'r.rrthermore, the fire mrist be hostile nct friendJ-y" A

ithostileíi fire is cne whích has escaped. from its proper container, so

that if an cbiect is lost by being thrown in a fire, it is not normalþ

covereå i.md-er ihe fire policy" The insurer covers losses if fire sets in

action some other perilu rrnless that subseo-uent peril is excluded" irnd-er

the fire policy, thus, v¡ater damage froin hostile íire is usuall"y covereð

7
ín a fire insurance PolicY"'

i[oi all fires are covered- by fire insura]'Lcea

/\ta; ross or damage to good"s .rhile r:nd-ergoiitg aJÐr process ínvolving

the apptication of heat, whether fire occurs or not"

(l) foss or åanage caused. by riotu civil cornrnotione lit&Ts invas-l-one

act of foreign enerr5r, hosiil-ities (lrrhether var be d-eclareð or noi), civil

7\- InsuJajìce .lol.].cy *
The Insr:rance Àct
pp, 62-64"

Vfar"ranesa; T/illÍams C"A, Jr' and, Heins pp" 18) ta 2L\ç
of l'-fanitoba, \Tiruri.peg, O¡-eents Printer for i\[anitoba"
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i n+¡r¡æoaf i n¡ n-r mi 'l i *-m'-n^ïrêFU¿¿J^t !UUgII¿Ultg IËYU¿ulIUf!9 lflù(¿Iççú¿V¡I9 v! ri[¿IU4¿J -uUtJqlo

/\(c) l-oss or d-amage to electrical d-evices cr eppl-iances cau.sed- by

electrical curuents other than lightningu r:nless fire ensu.es aÊd then

onlv for such desiruction or da-rn¡q'e ¡s resul t from such Íire.*\+¡_!¡ov

/.\(d-) loss or d-a-rra.ge caused- by coni;aninaiion of radjoactive naterial"

(e) vhen the bujld-íng ins'"red- or containing the prope::ì;y iusi:red. is, io

the kroçledge oí the:i nsureclu vaca:rt o:: unoccupied- for more tha¡r a

speci-fied- nurnber cf rnonths, usually from { to 6 months, unless provisions

are mad.e" ,{ properil,- is considered vâcâíI¿r, if it contains no people or

things; i-t ís coir.sid-ered. unoccr-lpied. if it contains no peopl-e" Ìilormally,

'LÌ:le fire insurance trlolicy d"oes not cover inoileye secr¿rities, billsu deed-s,

evidence oí d-ebt, a:td o*her numisnatic property. It covers onJ-y direct

losses, not ind-irect or consequeïltial losses, si:ch as the loss of business,

increased- costs of repair åue to arSr orùinance oï law etc"

Fire insurance con'tracts normall:r start at noon stand-ard- t:i.me of a

specific d,ate to noon sta:rd.ard, tine of anoiher expiring d.ate, at the 1o-

cation n¡-rûed.. Folicy terrn is one J¡eare three years or five yeätrse ôr ãJÐr

other specífied. iime period-" The ins-urer or insirred. has the right to

cancel the contract prior to e4lirirg d-ate" Iùorthernore, if írau-cL or ryil-

fully false statement in a sta'butory cleclaration in relation to fÍre l-oss

r¿ere naile, it vitiates the claim of the pel:son inal<ing 'bhe d"eclaration"

Policy üa¡r ¿1=o be d.eclared void" if i;]re insured- fails to exercise due care

'lo s¡r¡o hi s nronortr¡ dllrii.r.q -rn¡l qfta-n q Inq(:- nr. ryhon t'ho -noisirl^-_-_o-_:OI3_ng prO:

pe::ty is end.a"ngered. b¡r fire, or has nisrepresented. or frairdulently onittecl

ar¡r circumstance which is nate::ia} to be la:o,,vn to the insurer in ord.er to
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ê'n¡l-ìla -r'i tc ìurlry¿. tho risl¿ 'J:n he Und.e::taleen,ç,rap!ç !u uv d\4wt)v

Und-er the fire policjre the insurer agrÊes to pay iire actu¿l cash

va]ue of the loss or the cost of repai::s or replecemeTlt cosi of the

property (r'ihichever is the lesse:r) rvith naterial of like kincl and c¡lrali,ty"

Usually, the cash settl,ernenl y¿lue is the cost of repair or repl-acerneni

less pÌqrsical dcpreciation; bui, it m.igiit be less if the property is

obsolete. ,'{clrever, the ac-bu-a} cash value couLd exceed the repair oll re-

placeuent coste less d"epreciation, if the property has sorne ad-d-itiona-l

market value" The insr:rea ag:rees to share ihe l.oss on a prc rata basis

if otller val.id- insli:rance policies are in. force, ltTeverthel essp the irl-

a".r¡¡ -ri f i nn* :r*1r ronre than the au.oirrrt of insurance ep.olicabl-e to theù{4ç! it!-LJ_ iJ.VV _y4J lrv¿u

,llnsu3eo essers ti,e, ihe face value of the policy), The amount of insur*

a"irce is lim:iteri to the share of the insured- in the property, u¡less the

interest of the irrsured" therei-n v¡as statecl in the contract.

As fire insurance applies to various tlå.sses of Íteras, buj-ldings

and, contents; the follouin6 types of pclicies t¿il-l be ùiscussedt

(a) specific, (n) tfarltret, (c) geireral a:rd (o-) reportÍng poJ-icy í*rms'

A specific policy form places a separate amount of insurance oil

^-^1^ t.-inÀ nf nF^--*+.- ^+ ^^^L r rcatíon"Gd.{.JlI Juf,flu Ur },ruiJç¿ úJ ùu s@uar Àu

A bl-ar:l<et policy proviCes a single a"mouni of insr.¡rance ol1 two o::

rnore kinds oÍ property at t'nc or nore locations" The ao-.¡anta6e is tilat

the fult amourrt of insurance ca"n be u-sed to cover air¡r loss"

A. gen-eral policy is usecl vrl:en the ínsured. l'¿ishes to ôivid"e his

insura¡rce amcng insurance corûpaJÌies, It lists the full anou¡t of ins'.:r-

allce to be covered, and. the a¡rou.nt which each compan¡' is responsible for'

Fôr^ e,*rm¡l'1 e." cômnFnv A m¡¡¡ mp.l¡e a list of all the itens:nsuredu stating
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ihe percenta¿.e of loss it j"s respcnsible for, along'wi'i;i:L other companies"

IJncler ihe stanôard. fire insuïÈ:rce, an opiional setilenent cl-ause

may be ad.tled-" I-Ictyever, thi-s ins'¿rance applies onl-y to farrn cì-r'leiJ-ings and

not to ouibuiJ-d.ings" thj-s clause in effect malces it possible i;o insu.:re

the fa¡n dlvelling fcr its rep'l ¿ssrû.nt cost withou-t deùuction for d-epre-

ciation, There are no ad-d-ítl:i onal preniurs required- e:ecepi that the buil-

ding has to be insured Lo a'ç }eas'ç BU/i at iis replacement cost' -A djfferecl

loss settiement clause may also be appliecl on a stand-ard íire j-nsurance

policyg it mrrstu hovrever, be applied- to al-t bui-}d-ín3s insured on the polic¡"

The adva:rta6e of usirug this clai,se is that the insæed- receives a reducti-on

in nremiurn^ Und.er this plan, in the eveni of a lossu tbe ins-,:red collects
ñ¿r rÈv¿rá!.*

JUI af the l-osss a$d if the insurecl- rebu.ilcls vili;irin a specif'ïed- tine peri-od-

0l: or wíthin 2GO feet of the criginal site, the iitsr:red" coll"ects the re-

naini-:rg JOIá, plus 67i Ltúetes'a"

It should- be noted- that the rate on arry farm -nuilùing or íts

contents is d.etermJ-ned. by competition, subject to Provincial a"pproval-'

Once the basic rate j-s approved-, the constrr-rction of the b-a:i-ld.ing itself

plays an important part i-n arriving at the final atr¡plicable rate' 0on*

struction of walls, roofs, fJ-oorsu chimne¡'so a1"l affect the rate so that

'ühe final rate car only be a.rrÍ¡¡ed^ at by the a6ent and the insured-"

Insurance is also a-reilable for allied- lines insurance" These

.i --^l:r,tn ¡*n*aati on n.-pi nst ex.fende,l r:or¡e-r"n.."e ce-f iIS, vand.alisnf , eaftlf*-LllL;rÉug .v!v ugv ulv¿r cÌ5@¿

quake, water clanageu sprir:kler lealcage, wind.stormu tornad.oes etc" " ", ' "

They are u-suz,lly extend.ed- on standard. fire j.nsura"nce potícy when se.parate

coverage is specifi-calþ denand.edu arrd- they are referred. to as extenåed

nô1rêT, ryê -
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Fire Íns-ura:-rce conpanies also carry insrrrance for ind.irect cr

consequ.entia] losses" Ind.irect losses occltï srhen damage of assets cause

furtlrer l-osses to the busíness. /,n example at a ccnseqr-ren'ùia] loss is

tlre loss of ineone du-e to the interruption of business, Fo:: example, if

a tracior is d-estroyed" by fire dr:ring seeding timee d"ireci; loss occrtrs.

Horeveru if ihe 'bractor is noi rrnr¿ed-iatcly replaced-, it d-elays seeùing"

ff this d"elay c,aÌåses a recluction in yÍeld" of ! bushels per acrer this

l.oss of income is consequentíal, or ind.i-rectly caused. by the loss of the

tractor, Consequential ínsure':l.ee coverage is usue.lly ofÍered- in combi¡ra*

tj-on wíth the stand-ard fire instrra¡rce poli-cyr or if tlesired-o as a separate

insuravrce policy-

It ivould. not ad-d" greatly to ì;he stud-v tc includ.e a complete

d.escriptiotl oj1 al-l- forms of insura¿'ice policies offered. by fire insurance

compa:ries" ,{t this stagee it ¡¡ouJ-d- 
'be sirfficient io enumerahe the most

inpo::ta"nt types available, Insura"itce j-s available fora business interr-

uption, to cover loss of earning po-trere resuJting frcm physical d.ar¡eses to

the properiy, extra expenses j-nsr:rance to cover'ìncreased cosi of production

causeô by d.amage to the premises of the ínsu:red-, rent value insurance to

prciect a land-lord. or tena:rt against 'r;kre l-oss of rent paÍcl und.er a rental

agreementu iemperatr:re damage insi:ra¡.ce to cove-r d-amage a¡rd loss resul-ting

from p\ysical d"amage to a polver supply, such as the l oss of broilers from

heat failure or iraproper .¡entilations leaseirold- rent interest to protect

the ienant a6ainst the cancellation of valuable leases lrl:en the leased.

.oroperty e^Te daaageC. or C.esiroyed., and. replacetnent cosi insurance to cover

the d"ifference beirveen iire actu¿"l cash r¡alue oí the loss ald the replacement

cost v¿j-thout al¡r d-edaction for depreciation. Livestock insr¡ra¡.ce are avail-

abl-e to con-er the loss aî an animal agaínst death through dJ-seaseu accident



*224-

ûr Other specifiecl cau,ses such as transit, cast::¿tion ar other minor

cperaiicns cÍ a-nimalsu cï consequcntial- l-osses such as sterilit;'r, anC- matqr

others.

Atlied. insurafice are available along vrith fire insu:ance poliey

oï as separate policy to cq-¡er other specified- causes of loss" Inùi::ect

or corìsec¡Lrential insurance may be useô for l-osses arising from specified-

nânsêÊ * F.qå.ins'{:. lnqsps ¡r-i siì1r" out of ttre inability to r-rse destro;,'ed- orv@urçÙ - ai5¡"-É¡'u

d.ame..ged_ properi¡i, or other specified- causes such as temperaturee pov¿er

fai¡-:re (,üsease, sterility, accid-ent) in 1j-vesiock etc".'"

Floater insura-nce are available to protect property, at regtrlar

losations, in trarrsit or on other properties, i"e" fufs insura"nceu mu-sical

inst::umeir"ts, tcolsu appliances, machineq¡, and. livestocle. This covera'ge

is u-siralþ attached- to the stand.ard- fire pclicyu except if indicated-

ctheruíse,

There alle several forms of livestock insr:rance a.¡ailable which

should. be ùLscussed in more deta:l" There is the usual livestocl< i:r-

suJaJlce which oovers only loss by fire:nd. i-ighi;n:tng" It covers hogs,

pou1tryu d-a;i-ry or other specified l-ivestock at a specified- maxini:-ro per

ar::raa}.

Then there is the form which eovers fi-re anð ligirtn:i-r:g plus theft

and transporta'bion per1ls (upset a¡rd collisíon if transporting conveyance)'

This form is roore appropriate fsr those who tra.¡rsport their ovm stcck io

market and- those v¡ho travel wiitr stock to ed:ibitions" A furth.sr extension

ca^n be mad.e to cover livestoclc from accid.ental shooting"

There is al-so the si;:ecíaf fl oater policy v¡hich covers tlre s¿me

\taz,ayðs e.s the previous policy plus load-ing and- unloaùing wlIile travellinS:t
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ev'e11 'r,ho-r-lgh d.eaih i,s not a result oÍ air accid-ent to th.e trarrspcrtati on

/_
cotxveJrance" '

Then there j-s the nortality accid"ent rvhich covers any acciC'ental-

d.eath as well- as åeath by d-isease or sichaess" To qualify for this in-

suïaJ1ce a veterina:¡r exa:ainati on is usr.ralþ requ-lred"' The cost for this

twnrq o1- i nsr¡,r-ai'¡ co i s f¡ i rl v exnensiVe 
"uJ IJç v¿ Lv * vùâ L¿

1-ire d"educiible herd. pclicy covers mortaliiy Íron perils sirnilar io

the above nortality policy, I{orvever, the assured stands t}re first loss

equal to the prenium paid. to the insu-rer" For exaøple, on a policy of

g$:¡5r0oo. '¡¡ith a. premiu-in of {¡600., ';he å¡s:ured, v¡cuLd. stand. the first loss

^ F iif a\^ +.,- ^- +L.rr slvvw@e ",,=,, .ihê conpa',rJr woui-d" cerry the loss u¡i io {ål-5e000. To receive

benefit the insr:red. must incl-ud-e all insurable aïiioals" The total asount

of co.rerage mu-st be at least [|1 ,500. aitd" the rnininum m:mber of animal-s to

be insured rnust be 1! h"eaC." It aJ-so requ-ì-res tha'e no ¿;riiaal be j-ns-r:-red-

for rcore the;r. 15% oÍ tire total- face va^Lue of ihe insirrarrcee or 4?000e

ryhichever is the l-esser" Each a::-i"ma"l has to be iclen.tified- by na.mep a3€¡

selca registration number, purchase price, srn¿ amou:rt of insuraJlce'

As previ-ously mentioned, Iivestoclc insurance can be includ.ed- in the

sta:rc-ard- fire insirra-irce policye 'Js'tl¿IlJ' identified either a's paclcage,

compretrensíve, or -ambrella"

Prop€rty- I-n-s-urarrc-e * ,$r.t-ppobile F-|rysrc-al -l-qp,age "lr.Þ-ur-a,nce

TÌ're ne-¡t twne of nrc,neri;w insrr:i:¡j1ce thj-ch v¡iIl be consid.ered. is the¿rtv ¿ltdu uJ jrv v4 f4 v rJ!¿ eJ

:1" ¡lerm Business ligesta 1i'/i::n:-pe5" Tnfornation Service, Uni'ted. Grajn
GrovIe:f s"
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t6e autoruobíle and. liabilÍty ånsurâ,rlc€o 5 P"op""ty insttrance ßormally

coverÊ losses or damages to the automobiLe a¡rd eqluipmentu rvhile liabi*

tity insuranee protects the i:rsr:red. against arry potential Liabili*y

atrising out of ttre owyrershipe or maintenaJxee or use of the automobile.

},ïost policies eover automobile property losses arÍsíng froin

va.rious perils classified. ín the foi-lowíng waye (a) aff perils'

(ir) collisiou or upset (e) comprehensive aria (a) specified perils.

(a) ¿ff-peril eovers períls arising fron all carlses except

(tn:s also applíes to other sections) from vrar, bonbardment, ínvasione

civil war, ånsumectíonu rebell-ion, revolution, nilitary or usrirped

poyrer or by operatåon of arrned- forces.

(U) Coffision or upset provid.es protection to the autonobile

by eoltision with another object or by upset" Iroes or danage caused.

by ni:issiles, falling objeets, fire, theft, explosione eartÌ:qualce,

vrindstorm, haile rísing water, malicíous mischief, riot or civiL

coirunotion are not usually exclud.ed- from this section.

(c) Co¡r¡prehensive protects the property from d.amages or losses

from atqr perit other than by collision with another objeet or by upset"

Loss or darna6e (applies to and) eaused by theft of any person or

persoils resid.iÍtg in tire se.rne dwelling or premises as the insured" by ar4y

employee of the insured engagecl ín the operationr maintenaJ.lc€ or rê-

pair of the automobileu v¡hether the theft occurred. dr:ring or after Ìrou:rs

5 Eeono*ica1 Automobile Insuranee; Insuranee Act of I'úaJdtoba op.--qít-.
pp" 96-118, The insurar:ce forns used in iilalir:itoba trere starrdardized.
fOr alt insurance und.erwríters" ràNo ínsurer shall use a fOrm of
application, policy endorsement or renerval or contint¡ation certifi-
earte Ln respect of automobile insuralrce other tha¿ a form approved
by the superínter¡dent" ol
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of, su,ch service.

Specified. peråls are exactly those perils whích are specified'

They inelude perils eau,sed by fíreu }åghtning, theft, or attompted theftt

wi:rd.storme earthquakeu haíIe explosionu riot or civil eommotion, falling

or f,orced lasding of aiscraft or of parts thereof, rising wateru or the

strand.ingu sirrleingu burningu derailnent or collisíon of any corrveyaJlce

in or upon whieh the automobile ls being transported. on la¡rd or water"

The exeluded perils area wear and tear, meehanícal or electrieal

breakd.ow:rse repossession by 1-aw, at embeznlemeut, theft or eonversion by

a person who possesses the autonobåLe rrnd.er some encumbranee si¡ch as a

eonditional sales agreeulentu unless tl¿e loss or d.amage is eau-Sed" by theft

coincid.ent wi"th the above*d.escribed. eeetion"

The autonobi.Ie ínsured in the policy is 'che automobile (caru

truek) naned in the policy, or tempora^rry substitute autonobi3-e, or newþ

aeqtrtred. autonobilee (proviò1ng no other valid insr:ra¡rce covers the new

ear and it is within 1{ deys of detivery)"

Temporar¡r substitute autonobile is ar¿ automobile not orsned. by the

insured. nor ¿-r4y other person or persons residing in the same dwelling

whích is used. as a substitute while the d.eseribed' automobile is

tenporarily removeå from serviees becairse of breakdovrnu repairu servicii:g,

Losss d.estruetion or sale, Il-ewly acqu:i"red. automobile is ôefined' as an

au'uomobile aequ-lrerl by the insured. w'hen no other valid insura$ce exists

and. it is within fourteen d-ays of the d.eliver*' d¿te" Tais newly aequired'

automobile is not ånsured. unless the sase insr:¡rer i-nsures all the axltomo-

bå}es owlxed. on the delivery date a.:od agrees ta pay a.rqr addl:ltional
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preÍLi-luns req'j[ire d-"

The total- amou:tt of -cecovery d-epend-s on the cash value cf the

automobÍIe at ihe tine arqy loss or d-ana6e ûcc'.lrs* Tne l-oss or Camage shal-L

be ascertained. or estirila'recl accord.ing to such actual cash value r'¡íth

proper ¿e¿uciion fcr d-cpreciatron, Yei, in no event shall the casil value

exceed- whai ii r¡ould. cost to repair or re;olace the automobile cr any par:t

vríih nate:rial of litrre lcind- anå tlual-it¡iu exceptu iÎ the pari is obsolete

and. oui of stocl<" Usually a cleductibl-e cfause erists for au-tomobile

-.*^*^-+.- ,:^-^^^ or loss"IJ!Uyç¿ uJ uøleóç

Iie¿ic¿t paynent a-nd liabilit;,-, also pa:ct cf auto¡:obile insuraJrcet

wil l be d.íscusserl laier on in ihis append-ír"

Ádv-er-se JrrdspeJi:t- oÍ Lalg {fialitit¿r- losses)

Iirsuïance is available tc p-rotect the business against aåverse

jufu.nent o.f, laç" .As .r:revicusly e;ryIa-ined, property loss through cj-.ril

liabiliiy of crininal actioit, proh'ably tlte nost d-estructive ty.ne of

da-uage that nay occlÌTe is as real as if 'che property had been dama'3eÔ or

d.estroyed. b¡r fire, Potential liabílity erists ,,'¿henever scmeone suffers

a loss because of the failure of a busirless or membe:: of th,e fami ]y ¡s

r,erfnrin r:ert¡.in åuiies v¿hether it is ínientional or ilrr:i.ntenti:vLaj-"
lJv¡Àv¿!¿

,Liab_llity 1,lslqan_ce protects the insured. agaånst liability

arising fron these acts ,:r farlure of acts" fhe::e are ma;qr ilifferent

forms of liabilit:¡ insura.irce available ta the fir¡n and. fa::dLyt iire

general ftabilit¡r insr.lra"r:ceu employerIs ]-iabitity insrrrâJLcee worlcmenrs

compensation insuilaÍLcee bailee liability insi:rance, com.orehensive farn

liabi6ty a-na" ihe multiple line proper'uy and. liability insu::ance' There

is probably an overlap of ca¡reyage in these insura"r:ce policies, yet each
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covers a ce-Jtain rarlge of pro'cection which will be briefly ùiscussed."

Àutor¿ol¡ile l-iabj-lity insr:ra-nce covers accid.ents a::ising out of

the orn¡nershipu maintena:tce or use of an autottlobil-e vuithin ihe Ca:rad-ia:r

a;1d U,S" bourrd-a-ries, .{s previously descrÍbed-, the automobil-e l-iability

insura¡ce applies io the named autorno'bile, a tentporary substitute auiomobile

noi or.ryled- by ihe namecl insured- or spousee or a nerr purchased- autoniobile

ranl ¡ci n.q the n¡.rned ai;Liornobil e"

This type of insirrance protects (a) tne na.rred- j-nsured a:rd- spouse,

(¡) ,rly pe:rson using the autornobile lvith the perrnissioir of the olrll-er or

spou-see (c) any person iegally responsible for the use of the ¿r.uto¡robile"

There are al so some exclusions u:rôer the basic liabili'by plan;

1) whíte the au-tornobile is used- as a public or tivery collveyaJlce, unless

specificalty d-eclared as such, 2) a6ainst Iíability assrrmed u:rd-er a:4'

cther a5reenent; for exa-mple, liabitiiy irnposed" by a4y t¡crLs"ûen8s compell-

sation lavu j) a3ain.-t liability for inj';ries, di-seases, or deaths of

employees of the insured arising oui of and" in the course of ernploymeni,

4) againsi; tiabitiiy for dama6e to property tra:rspo::tecl by the j-nsured- or

property rented. to or in charge or iir custo$r, or in control of the in-

srrred. 5\ a,çrainst liabilitv r¿hil-e'the insured. is toizing arqr hirecl or

or¡necl (not borrovred") trailers not d.escribed- iir. the contract which is not

covered u:tde:: a.n au-tomobile ]iabilit;' insr-'ral'rce contract issued' by the

./sellle ansu:'er texcept traj.l-ers rhich d"esi5ned- for u.se vi-i;l:r a priva-te

på.ssengef autonobile ¿::d are not being used- for business by any other

' ... \
GUUVUV p¿¿u ,t ê

tosses covered- are usuelþ- i;hose d-efinecl on pa€e 5, of the

general liabiliiy ínsurance. i{e may further elect to proiect a6ainst
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o'ìthor. lro¡lilrr iirirr-rw or de:'í:lr li¡.bilit.¡ or rlroÐe-'+-' l^*^-^'!';-r^;ri¿-- ^--
---<J.*d -.--r- uJ Lld-ruüòe lJ4url! uJ u!

Ã.

both types PL and PD"" He rnalr elect io purchase neùi-ca} paynents aild

passenger hazard- ins'urrance, Und-er the ned.ical insr:rance co'd'ereEee the

insurer agrees to lay for each person sho sr¡,stains ìrod.i-ly injury carrscd

by ar, accid-ent i'¡hile driving, being carriecl inu or lf,pon enterÍng or

gettÍng out of, aI] reasonable medical and Írureral e::penses occurrir¡E

l¡ithin one yeal of tìre accid.ent. The coverage lirn-it is specified j-n

the contract, Passenger hazard- irroiects the insured. from a-i1Y loss or

d-amage :resulting fron: bod.ily injury tor or d.eath of u ally passengeró Tlrere

i s no a4'gregate limit arising from bod.iJy injuries or pro¡rert;. d.a"na6e

claíns; (i"e" it is not accrrmuf-atir,'e in natr:-re). l'he maxinu¡n usu-ally-

applies to each acciclent" .An insr-rrer nay cancel the liabiht¡' pro*

tection for a:q' of ihe follovinå i?easonsg drir¡1n5 i¡nile in'Loxicated-t

leaving the scene of a:r accid-en'L;, theft of a r¡totor vehicle, fal.se siate:

rnonf s ^ rnlr flol nl¡rr^ eri mì r¡l ne:"] i.o'ê'y'rcê r'.lri I e ône-^'{-ì "11+^*^hì I ô -
, *a - ----a, ----------- ---+-!ós:ruç rt¿r¿.Lv vfJçrdUAitö ilI 44uviluU!-Lç9

frauduJ-eni inì-srepreseniation, conrnittiirg acts :resul-i;ing in d¡iverTs

sr;snensiôn ôr1"pilr¡rp to npv nrr+mium,¡¡iten d.ue"ukpyvr¡uÁv -" l/*J ¡*-

Other forms of automobíle insurance elclst" 'Ihere is the

scheduJ-e automobile l-iabilrty policyu ihe corrtprehensive autornobile

l;^1.i'ji*=¡ nntiarr ^-,r {:-*;^irr -rr*¡,¡1¡6hila nnlier¡- TheSe 17i11 i-iOt be ùiS-J-Ld.uLLL UJr !V!¿UJ I dru !ø!*¿J ú/4uvr¡¡vur¿u .vvrÀvoY o

nrrccaä qi -nno thorr çr-a i ¡r.al p:rpn.l- .l-n *l¡n c.frvlrr
UCùèUU9 è¿l!UÇ v.trvuv æv r!rç¿u vçJl.Ú VV Vtrtç ùu¿\rül o

Befo.re leaving the subjec'r, of ¿iu-tornobile liabil-iiy insnrence, it

rJ _.'!f)Ls L'as tTlle r-l'l lybl. iic\ieYefe
-onlli r,.d nnlr¡ comi,.ineri r:oweïp¡¡ovvr¡tu¿¡lvu vv v vlcÓv t

CLanage at a m-ininuJl covera6e cf

an amend¡ent to the Act Ln L962
IJqUITU ILAVLLL UJ 4¿U .ulv¿vçr uj1

ür5 e 000,
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is necessary to mention tire Unsati sfj,ed. JucÌgraent F-rmd" Î]ris fund. rs

oo* ¡r-n f n ¡rn¡rì rì ' -r¡¡ f.n 'i-n-nnnonl: âCgid-ent ViCiinS r¿?hg ¿¡¡eùç u v-ru uv y¿v " -*e lllfl.)aiÌ'lUJr'i fOCOI¡e-l;' uu -Lluruuviru 4

u:rable to collect fron the vrongd-oer after eLhausting ali their legal

relnedies*

I'he fu:rds are ecilected. by assessing all the uninsu-red- notorists
.7

at ihe tine of regisi:ration a:r Ð:rur¿l preniurfl of {j25"00.r

EmpJ-oyerss liabiliiy iirsura:rce is also avail-able to farrners as

a separate policy" und_c:r this seciion, the covered- peril is aI

aceiöental boùit-;.r inju-r¡. or ùLseâse su-stair:.ed- by an emploJree arisinê"

oub of, a:rd- j-n th.e corcse oÍu ìrÍs enployment by the i-ns'ured. (ernployer)

t¡hich is not coveïeô.Jltd-eï the Tuo:lk:lenss Comlensation Act (if ne casries

\rnts pïol;ecüaolt/, Ì:ui; for r:¡hich the insured- is }egally lieble" For

exa-rîple, und-er certain special cond"iì;ions, a.n ir-Ìjulecl employeee not

allovreô to su-e the eraployer undler the Conpensation Aciu uay sue a:rd-::e*

cÕvet from so¡ne third pal:ty on ihe grouncls that ihe ihird. pariyrs

negl-igence (as pToven by ihe board-) causecl the accid-ent" In turn, the

ihird-pa,riymaylreab].eiosuetireeraplo¡rgr'v¡hichtìreenployeecou'lc]'

not ?rave d.one" Employerls liability rou1d. provicle the necessalî'r pro-

iectionrunlessthethird-part]'!srÍghta::isesoutofahold--harm-l-ess

agreement with the emPl6Y-s3"

The r?orlcnenss Compensation Act of ¡í]åJliiôba was first enas'recl

in 1916 r,¡iih the }ast rnajor revision made in L954. 'Ihe Act applies to

? Unsatisfied" Ju-denent Fuvrd- Act * Lg65' -rïínnípeg, Queenss Printer for
lla^iriioba,
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rüûst industries, except to farrn }abourudoraestic and" menj-a1 serva;'-rts

mbut *l:e board- na¡', by its orcier, brir:g a:qy su-ch emplcyee r,'ithin the
a

application of this Act upon the application cf ltis employer{'." Iir

nrlror rmn"r.rts^ fnr most Índustrial v*orlcers, other tha-n agricuJ-t'.lree it isv u¡¡ç¿ !s u¿ uÐ I

enmnrrlcr'-,n¡- izh'ile for far::rers ii is voluntary, It d-oesu lr.orreveru excluùe
çve}Jl.,+uv:J I

r nê,.srìn rzì.rnsa pmnì nrrmant i s of a casr:al naiure and- r:tho j-s eüployeð othe::
dr }JËr ùL.l¿. ldrf,v ùE s¡r¿Ìr¿uc/

than for the purpose cf the enployeers trad-e or business' UnC"er *his

policye the vrcrlanalr is coverecL aS'ãir"st accid-ental bodil¡' injuries end

d-isease for which the insurec!" employer or firil ma¡' be legally respoll-

sible und.er the i,r/orjg¡rellss Coiîrpensation ,{ct of lvfa.nitoba' r0Und'e:: th.e Act,

compe;rsation is pai.able to a lro::l<roa:r for personal inju:¡¡ b¿r accídenì;

arisín¿" out of an¿ in tire course of employment in a covereå indirst::X'

and- C¡-isabil-ity as a res^alt of a;r industrial disease thai is incr]]:red. in

an industrial process or occupation.u'7 It rausi be noted. that this pol-icy

d"oes exclud_e a;Ðr 31o]l-occllpational d:isabil-ity benefiis,

In a:gr case, neither the worla]ajl, nor his legal personal

rep::esentativeo nor his d"epend.entsp nol the employer of ihe worlma:r

shall have arry right of action in respect of the äccident a'gainst an

omnl over in ¿nv ì narr.rtrr¡- nr e.r4jngt a¡y worlgnan of such a:t employerçr:+rrvJ v¡ år! @! rrÀslÆ u;è)' I

cove::ed.oy the Act, and. in any such case wh.ere it appears to the saiis-

f,action (not eo.rerecl by th.e Âct) of the board, that a worlqlair cf arr

n" The Tforkments ûompensation :\ct"
QrLeents Priirter of }hnitcba pp'

0ffice Consolid-aiion T966 r'Iirudpeg
7.

9 't'nu ì,iorl:nenls Cornpensation Ac'r," Office consßIida'ü-an J-)66 Tlíruripeg

Queenss Printer of Idanitoba p;o' 7"



enpfoyer in a;r;' class is injured. owing to tile negligence of an enpl syst

o:: of the worl¡aan oÎ an enployer in anothe:: class within the scope of

the Act, 'che board- may direct that the compensation alrarded in the case

shall be chargeù against tìre other cl-ass"

1ô
An eroployer '- of a:ry i¡dustry nay be admitted" to compensaiion

anô .receive the sa¡ne benefiis as a vrorkma:r providing he receives

apprcval frore the board-.

The follovring cornpensaiion may be received-a

lúed-ical aid" * A r¡orl<man sufferirg a compensable accid.ent is

entiiled- to receive all the nedjcal treaiment d-eemed- necessa:--y fo

care a.nd- relieve íron the effect of the injriry. If the inju:ries

s-rrffereci in the acciilerrt fully d-isabled- the l'¿orlcma-ir, he receives l!i;á

of e.¡e::a6e ea.inings at the iime of ihe a.cciC-ent (except for certain

l-inrlts set from tiine to iime by the board-) uhite d-isairled"' If the

injuries result in pertnaneni &isabilÍty (either 'cota] or partiat)

compensatioir is payabte d-r:ring his lifetime based on his s.vera6e

eaÍnii?gs and. his d.egree oÍ ùisal:ility clue io the acciC"ent' But in

a.rqr event, tite earnings capacity ma¡" not exceed" the ceiling or

rua;dmum rate of [|6,0O0"O0 per a¡nuae as fron JuJ.y ]st, L965'

The -',vorltmen is also entit1eC" to C-eath benefitsc

1) a h:,m;o pa"vnent at once to the depend-ent iÍid'ov"

2) necessael¡ fi:neral e:penses gp to ¡¡i00 pli;s $50 for burial-
plot

Ân employee is a pe1sol.1 r,¡ho iras entered. into or I'{o¡ks rurd.er a
contract of service or apprenticeship, i'ih-ì le a,11 enFloyer is a

person having the right to hire people t¡hetirer he is the ov¡ner or nol;;
ãg" e manager of a cor¡lorate firm lYoul-d. be an eaployer and. r'¡ould
rãau-ire perÍti-ssion from the board, to be covered. u¡.d-er cornpensation',

l-0
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j) cost oí'b::a:rsporting the ì:ody to'i'he usu¿I place of

::esi-d-ence in lvl¿-iritoba."

4) $foO a month pension to a dependent 
"'''idov¡"

il f¡lZ a nonth for each chilcl- und.er L6 av #45 a nonth if the

child- is a.n orphan, 'sith a provision to continu,e payaent

to ege 18 for education Purposeso

6) on the narriage of the wid.or"¿, slr.e forfeibs her pension,

but is eniitl-eiì- to {}2s{00 lump sun payment"

?) in r1o case for i-tems {-u 5u 6e sLrall the benefits exceeð

77rt a.f the d-eceased"! s earnings, However, compensatÍon is

not to be less than $1J5 a nonth 
"'¡here 

there is a raid"ow a¡rl

one child-, rloï less than $|U0 a nonth s¡here there is a v¡íd"ow

and two children"

corcprehensir¡e fasm líability insurence is available io the

operator along r,¡ith his fire insurance policy" 'Ihis insurance ís

avail.able to fa-nilies anð homeov,nters in a package along vrith their fire

inqr¡r:¡r:e no'ì ic-¡. Und-er tltis policyu Ì;he ínsured- is protected. a,gainst

d.araa6e to his ov!.rÌ personal propert¡. or property for r¡hich lT.e may be

liable"

It pa¡,s th.e fuLl- amou:rt of arSr judgment agaiirst the farmer up to

the lim:its of the policy a:rd-, in ad-c1Ítionu atl the expenses for d'efenùing

hím. It :reimburses the insurecl for rqeùical expenses for inneùiate first

aiå a:rd., ::egard-less of a peïsonss responsibility or legal lÍability, tlne

policy paJ,s up to $250 peï person- for medical elcpeilses on injuries

sufferecl by persons other than a member of the farriry or employees.

Th:is policy protects -bhe insured" a¿ed resid-ents of the household-B



-255*

hi q q¡nnqo- ahi I drpn^ ôther rel ¡tir¡ps ¡irrl 2r'ì\r ôti14i' nêr"soll ü:nðe-r 2L¡¡¿r r.I:j vr^rvg vr!å4(.Aur:t v vu t.+¿s ,..4¿ìJ

rrêpì.s ôf â¡'e v¡hi.le in the insr:redls tâf€o It further protects aJÐ¡

persolL or orga:rízatiorr. sho nay be legalJ-y responsible for animals and

watercraíi ovmed" by the ínsured- 1:e:rson"

This policy nay be exLend-ed tr: cover a¡-ima1 collision r.lp tc

iij00 pcr head- if struck by a moior vehicle on a rrublj-c roa.d*

Probabþ the r¿ost rorínnon. type of general comprehen;ive l-i ability

insurairce avail-able 'i;o the farmer is the GornprehensÍve Farmerss T,iabi-lity

Insuranceu vrhich includ-es all er'posures n-ot specifically exclu-d"ed on cr

nor al-read¡r cc-rered. by ar:.other policy" The general- comprehe.n:ive

J-iability insurance normally covers any premises and- sourtes of liab:Ii-ty

existing o¡- the d-ate of tlte con-bract or new pren,i-ses acqu*i"recl a:rd source

of l-iability d"eveloping du::ing polí-cy te:cm.

Er+i:-È a:ld Çl:åninal. Iio].enc.e

The property rna¡' also be lost by theft, burgla-4r, robberyt

enbezzlement, forgery, rnisappropriaiionu l'¡i}IÍrrl- abstractionu or other

fraud.uJ-a:rt acts" Basically, there are three types of insurance;

f) ff:eft Insuranceu lvhich protects the business or: faruily against

'l oss 'br¡ brre.qla.rv -nnlr'lra-¡rr ô'i- sôme Otlfcf fofp Of theft"¿vùu vJ !wúr-t*L¿

^\ ^.zl ltsronesty Insi:rance (fi*efity J-ronC-s), vìrich proteo'ü's against

losses caused- by d.ish.cnest action cf employeeso

J) Sirrety Bond. Gaaranteesu whì ch ¿'nara:ti;ee the abíiity to mee'h

some elTressed- ob-] igaiicn.

Tirere aile mÐ,ixì¡ d.i-fferent kínd-s of theft ins'r;"rence a=¡a.i"l-able fc

farmers* &¿ 1iu-ite¿ contracts pnotect the bu.siness or fanily a.gainst a

lI l:r; I I i -*d ñ 
^ 

T¡ ^-¡Á Haì Fe 
^n ^i i- nn tÂÃ -li-L-L¿läjllÞ Uôåo {]¿þ ¡:ttrs riçrfaÈ Yå-_y-a:: Y.l1t LvJø
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specifíed kind of theft. Ifxamples are the mercantåle, r-rLrich covers

nrerchandizeu fu¡níture, a.nd. fi#cures, i:nder certain epecifieri- c.aÊest

such as robbery or burgla"qr, åJld the mereantile safe burgla:y whích

covers loss of property sueb as the foreible entry into a safe or

vault, or dame6e to property resulting fron actual or attempied. robbery

or bu-rgla:ry.

The eecond type is the eomprehensive form eaÍttracLar which eovers

ar4r forrn of theft. I\.hny forms of contraet exist for this type of Ïoss"

ivloney an¿ security (broact form) províd-es insusance to cover losses of

noney and. securities on a^nd off premises" The eomprehentive plan v¡hich

permits the insureð to seleet one or rnore eoverages" 'Ihe nost coÍÌmorr

eoverages areË e:nployee åisironesty covera€ee money arrd securíties broad'

form, either on prem:ises or off prenrises, money orders and counterfeit

paper eugetlclr ûoverå€ee azrd d.epositorßs forgery coverage' In this type

of potícye a limit is placed on each risk situatíon"

fne employer dishonesty policy protects an employer from risks

eaused by enployees dishonesty specified as either an ind.ívidualu a

naroed" persone a posítion helð by a"ny ind.ividr:a} or ind-ividr.¡¿,1s or alI

regtúar enployees, whether na^iaed or not" Money arrd secr.:rities broad- formt

on or off, prem:tses, eovers just fhat' Ivloney orders and" counterfeit

paper Cl¡lfrency covera€e covers losses due to the acceptarrce in good'

faith of illegai-p or colnrterfeit money orclers in excha,nge for mercha^ir-

diseu services or ßoneJr' The d.epositorss forgery covera€e protects

a€;¿inst outgoing or incoming forgery lossesa cheqlres, draftsu prourissory

notese contracts, CIr simila^r written promises or some alteration in the
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emount of an otilert¿ise valiC' inst::u¡:renf "

A¡ operatGï måy use a blard<et crime policy to cover this type of

loss, In this type of form, the j-nsu::eô nust purchase the entire pack*

age rvhere cne linit appli-es to aLl J-osses, regard.less of th¡e nature of

the risk* Ðishonesty insr:-ra:rce (fiaetity bond-ing) u j-s nost srritabl e Íor

proiecting the eropl gyer agaånst a:-'y t;rpe of p::opert;r losses caüsed- b;'

fraucli:J-ent or djshonest act cf an emptr-oyee, su-cÌr as la:reeny, ero'bezzlerceni;t

theftu forger¡', raisapprapriati-ous â:rd- vril-l-ful rdr-sapplication. L,rar5' other

forros of covera¿"e r:estriction e:íst in rrhieh ooverage is on\r for

specified. t¡rpes of rislcs, i"e" onJ.;r gn¡*zz].ement cr onJ-y lar.ceny aitd

embezzlement etc'

Suret¡i" bond-s proiect one persorle called- an obligee, a8ainst t}:"e

failure of a:roi;her persolle cal}ed the principalu tc carry ou-t some e:;*

nrosseð nÌrl i,opti.o n" L2 I'b d.:iffers froirr iirsimance in tirat i;he -crincipal
-t?

pays the prerúun while the obligee obtai-ns th'e protection, -)

T,ife Insurance

The fain:ily and business uses li"fe insura¡rce contracts to provid-e

fund.s against ihe risk of prenature d-eath" -AtÌ ind:i-¡iclu¿] does not in*

sïffe for loss of life, for d-eath is a certainty; rather ire insures h:is

l-ife ag.ainst the ixrezæected- and- p::emature ìr;'azards wltieh: niLl affect the

welfare of the firm or famiiy i.e" loss of, a ma:rregeT or operator' Thus,

l^'ife i.¡s,:rance ís åesígned. to replace the lífe.¡alu"e whicb is l-ost ç¡hen a

" '¡¡illiams G'A' Jr" a.nd- I-Ieíns op"--çit" pp. 23Q"

t2 tt[*h" and. IIed6es -ap-r--û¿!*pp" 476*479"
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nan diss" From a materíal standpoínts a4F ma¡r has a tllífe valueqo in the

same manåer as a machine or a building, d.enoted by the firm as a nanagert

techrricianu operator, etc. Thus, life insurance is meant to replace a

portion of a manos futrrre e¿rniÐ€s if he dies. 'Ihough the loss of a

htrrnen life is especially severe to society when it comes early in

IÍfe, ít is mueh greater to ti¡e firm anÔ fa¡nily i'rhose ivelfare måy

direci;þ d.epend- on that person" For this reasone ínsura,nce is nuch

morê appropriate for an inùivid.ual vrho has d.ebts, and. aeny yorl1lg

chÍldrene than to a¡r ind.:ivid.ual v*ho has raised and. ed.ueated his child:r'en

and aceumx¡Iated. fund.s for hÍs ovln arrd. his v¡ifels retirenent'l4

Jn spite of the wide range of insurance schernes offerede there

are basically two d.Ífferent categories of ]ífe insufa.ncee

(a) term j-nsurance and- (b) permanent insurance"

Term insuranee is pure protectíon d.ivorced from artr1r savings

accOunt oÍ trcash valr:en feati.:re; vlhile perrnanent j-nsurance is a

combination of decreasing protection a.nd. íncreaslng savings.

Term insurance protects the insr¡red ind.ivid.ual if he dies

withín the term specífied in the policy. If he sr.:r¡rives to the end'

of the specified. tíme linit, the poliey expires. It resembles fire

ínsi:rarice,

14 ,qog.rt, F. J. , les . Published. for the
S,S, Huebner Foi¡nd.ation
Ríchard. Lrwín Tnc" 1959

for
p"
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545"

Education, Ilonewood., Illinoisc
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ihat it coveils fo:: d.amages 'í f bhey occi-rr v¡iihin tire speci:fl:l-ed ie.rn

coÛLract"

Cor,mon t¡rpes of term insrr::ance a;i:e ône ¡rear tern, five ¡rear te"rmt

ten yea-r ierm, tr','eniy year teïn and- tern i';o age 60 a:r¿ 65" The

arrou:rt of coverage rlray either be ievei over the entire term period or

d-ecreasing over tir¡te. The prenirrm in a d-ecreasirg terär. stays at the

sarne level over the enij-re period" In a con.stant type pol icy¡ the prem*

ír:m íncreases at ciefinite time intervals*

Term insurafi.ce mey be renewableu conver'cible or both, l,rilhen the

insirred seiects a renev¡able i;erm, the insurer renerls bhe policye reg¿ìrd-

l-ess of the insu-rabilÍty of the insured-, for the nr:,nber of tirne period-s

specified. ín the contract or to a specified age (usuall¡r 6i)" The

¡nl i r:¡¡ -Í s ¡¡uara;rteed. reneryab'l e without fu::ther neåical or oth.er evid-ence

oí insurability" Tire prenr-ium cost increases at the begiriniirg of each

rene.ryable option d-ateu d"epend.ing on the age of the itrsu:red. at each re-

nev¡able date" If tne policy is converti'ble, ì;he insured has the option

to con¡ert the polic¡- to a¡r o::ùin-a:"¡' life contract or to another insr:r*

.ance - plus savings pla.n insr.rrance contraci at or beÍore a specified-

d-ate, iIe ma¡- also have the optÍon to co:n,ert either (") a,s of the

attained. d,ate or (l) as of the d-ate of issue of the term pol-icy. The

preni^i-um d,iffers in that in the former casee the premii:m paicl ís assessed-

at the convertible d-ateg rrhiJ-e in the latter case! tlee premir-m paid- is

the same as if he had- taJcen Lt ai ihe original d.ate" In the latter, the

ins¡;:eed. is asked- to pay a tump sum to inake up for the deficiency of paJ"-

raeni of pren-i-um from the d.a.te of original d"ate to the d.ate of conversion"

Permanent in.su.ra:rce is basica,lly pure insurançe p}-rs savíng'"



*240-

3y foì-loring the conventional nethod of cl assifícatiorL 1rte ace able to

d-istiirgu-ish three basic forms of perrna,nent liÍe insurancer (") orCinar;v

life, (n) finited" pa;i life a:rd- (c) end"ovnent.

In a:r orC-inary l-ife insurancee the amcr¡rt insured- a:rd. preniu:n

na-id rem:ins fived flor ps mâ.Trv vears as the holder l<eeos it'in force..¡¡t}+/d

If the policyhold-er lir¡es i;o an age of 100, 96 or B! in some policies,

ihe policy pays a.r'r end.ovnent equal to the face value of the policy, Ai

arçv tine beíore iheir, the policy mey be cashed. in Íor e sun specífied-

in the contractu (cash surrend-er value) arrd the insurance e:4lires. T+;

ís e k:-nd- of savines accou-rrt v¡hose value accumtrlates over ihe number of

yea.rs tlre policy ís in force, It is, thereforeu a combination of c1e.*

creasing term insurance (tire pure protection elenent) ottd increasing

sa,vings"

T,i mi terl ¡2.' I i f¡r r^esemhl ps o-rì'i n¡.rv I i fe exeent tha.t the nunber

of prem-i-um paynents are specified- on the contract, vriì;h the contract

camying'itself urtil death of the insured- and increå,sing in cash value,

f . | /- , \(i"e. 20 pey líÍe, paid up at, 65, paid" 85, etc" ) until d.eath"

lhe Ínvestnent elenent is more important in this policy, because

of the higher l:nited. paymen-b preniurns d.r-r-r:ing th.e earl¡r yeaxs, Howeve::,

since there are many d.ifferent types of lÍmÍted-;oay i-ifeu the accurnu*

l of ìn¡ r.nel¡ .r-lrra i q in,li-a¡l:l1r nr^' 
^-,¿+:i 

nno'l -ln flra nrrmlra¡ nf nn""*a-¿l.^LÇLÙLiþd, Uc1,ò]1 V¿¡IUg JÞ I]IU¿içUUJJ IJIUTUU! U¿UIId,! UU UIIU J:HUUg! UI !¿:'JJI¿ç]TUùo

Tl<rin-l 'j¡r rrrrr'ìor "r.OSf COntfaCtS tirefe iS nO CaSh fralUe ¡n_ '¿he fifSt fei'¿

years, while the casii value continu-es to accu-mril-ate after the end. of the

prer:iu:ri period-.

The third typeu enðov"'nent insr¿ra-itce, protects the beneficia::y if

the insrireù d*tes within the end.or';nent period." In add.iiion, iÍ the
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insured" is still living at the enù of the end-owuent period-, he is assured

the face value of the insurance. In end.owment insr:.::anceu the in-¿estment

elenent is relatively more importa.nt than in ordinary life an<l limiteci

pay tife, The pu:rpoee is to give ã person sorne protection l¡rhile at the

same time compel hin to save at s. repid. rate" The basic difference in

eash value per 6110Û0 inei:ranße for vagiÛus types of permanent plans can

be ítlustrated by the follow'ing d.iagram'

Figure 11

Difference in Cash Sur:rend-er V:.1ue

on Permanent Life Insi:rance Pcriicies

l o oon rl::i:i:.:i:

(a) zt: yr" end,or,rinen.t

(ì;) enAorrnent a¿;e 6!

(cj :lU .t)¿ìJ' l-11e

(a) paio u-p a¿e 6!

(" ) crrdinarJ¡ .L ife
7\ ,, 'aJ ruu

Lge

Sor:rces Heine a"nd 3liLliams op cit,

'Ihe inporta¡rt faetor to remember ln ar¡y type of insura:rce plus

øavings plar¿ ie tlsat íf the insured d;ies e.nytinre before the date of

naturíty or before the policy is cashed. in alt the meney that has

been saved. {casheð=sug,re}xder value) is lost. If a person buys term in-

suïs.nee a6 a st¡Ch lsøer prem:ium, a"rcd. invests the bafance in a¡rother

øe,eowwhu hte pavlnge grfll eccr'øa to hÍs beneficÍary if he d''i*"' 15

$rooo

800

Cash 600

r lln
Sr.rren- '1"'
rìor ô^^¿_vv

Value

15 B"o*ou J"J" e &i.fe Insars.&ce * Benefit or fuaud? Torontos

fongtnâîìs Cta.na.åe Xntd.' e 7-964"

ar)) oJ
Àoe
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ilorveveru it may bea.rguetl titat end.ov¡nent insura:rce conpels a pe::son tc

save" This s'catement is true only up'to'bhe poÍnt that ihe person

I ives unj;rl hÍs end.orymen-L matures or he casites in his poiicy ancr

maintains his cremj-um lalrrneitts.

äealth FJ.an

The fanrily or farm incone raay- be severely affec'¿ed- by the ciis*

ability of ihe operator or of his fartily, eitlier d-irectþ- or

.i¡Äjra¡*'i ¡¡ rlìho fanr-ilrr fnrm n-n qnlo nrnnriotor-ohin ic on fì^.hily l¡¡jj;¿l¿\ålgvU¿J o trIIc !4¡rIIJ ¿urr¡ v! ÐV¿Ç u¿v.v!tvuvruf,¡r¿r ¿ù Ðu ulÈ)rrurJ aur¿s

rvitir the fanilv r.init tha.t whatever occurs 'co the fami Iy usually affects

the busíness" HigÌr nred-ical expenses r:laJr affeci the busíness by d"e*

mqitrli no' ft:;.lflcl ïtêrfêssâïr¡ fn¡ fi v2nei no' 'lho htrq'i npss nr fn-c rnnki n¡*v- ---*ravr,¿b '-- ***-.d a

d-oy,m paJrment on arr" essential purc;hase, It nay afÍect the business by

d.epri-ving the business of tire ma;rager ancl operator th:cough higher costs

^ +^ -e^ ,1.¡ ^t-.i I oi¡¡er rrrcls s reti]Ïns 
"u¿ }J!wußvulvir v! -LvE39!

Tnough health hazard.s a"re usually rega::cïed- as less severe tha:r

d-eath, they occur r¡ithoui notice, a:rd can in certain circunsiances be as

costly io the business as a loss cf a"rry- material assets"

In lda¡ritoba there are basicall¡r f,¡ane ùifferent heal-th plans

offered- hy .¡a::ious agenciest (a) hospitalizatíon, (tc) neai-cal expense

contracts a.nd (c) disabiU-t}. income"

In the spring of L)62-, the PrcvinctaL Go.¡ern:nent of lvianitoba

enacted- tl:e ttThe Hosnital Service Insr:ra;:rce Âct0r to adr,r-inister tli.e -Act

,,'rl:ereby all resiclents of l[anitoba contributed a pren-ium (compulscry) to

th.e I'Ja:ritoba llospital Comnission lrllich, in turn, protects them from

certain hospital and ancilliary costs" Eveq,' resident in Ìrfaníi;oba ís
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l:eqrlired- to re5-is¿er hinsclf to his empr'6¡rs3 o:: bo i;he i'i'i;:lici-pal-i'ry in

trl:ích he resid.es" lependents under lp ¿rea^rs of age cr students -'md-er

21 ¡iea::s of e6e atiending universit,r or tralning school-, a::e covered

tì.rrou6h theír parentsr plall"

All persons receiviig public assistance, such as persons receivrng

motherts allowanceu blind- personrs allo',"raïrce, d-isabl-ecl personls allorvancet

old. age assist¿nce, socj-al all-owa.rtce, and- v¡a:¡:d-s of thre governraent, are

el'i ¡"ihle 'Fnr 'oerr,eÍits i'¡ithout payment of premums"

Under this plan, the fotlowing in-p-ati*ent bene-fils to o* pro-rid.ed.

stanclard 1îard- accon¡lod"ation and mealse necessary nursing service, l-ab*

c::atory raùtological a.nd. other cl-r-agtrostic proced.r:res, together ivith the

necessa.ry inierpretatÍ-ons, dr'ugs, biologieal treatments and related

preparations when aùlinistered in hospital, use of operating' lloone

case room a11d anaesthetic facilitj-es includ-ing Âecessar"w equipment arrd

srrppl iss, routine surgical sup,nlies, use of raùio therapy arrd- physio*

therapy facilities" Dental care in hospital- is ccvered- only if more

than B perlnanent teeth are ïelûovede or if a pþsicia-n certifies that

hospj,talinatjlon is necessax-y because of sorne other a^ilment.

There is no limitation on the nr:¡rber of d"ays ihat hospital

benefíts can be prr:v.i-d_ed, except when specifiec." CIqt_ pa:Lic4_t ce¡g is

also a,rraitable for errrergency cì.ia,gnosis and- treatmeni r¡íth:.n 2$ hoirrs

of a:r acciclentu pilysi-otherap;-, occupational therap;r, af,1d speech therapy

'o Thus* e"pply to persons detained in hospital'



-244-

in certain dosignated- Ì:.cspita1s, electro-shock tlie::ap;r, and therapeubic

rad.io]ogist, bai not i-ncluding ciinical surgical- services-

tseneÍits in Lrospiiai c-uipid-p -lian¡toLa are pro'ri d"ed on ihe

fol1owing basis" If the serr¡ice is in Canad,au the sa"ne rate is paid- to

*j¡- hnc¡.iiql oc tho.{: nr.n¡¡i¡lad 'l-ilr the PfOVinCial iIOSpital InSUra.nCe Pla*n"bffu tluÐ lJ¿ uaI ér vrra u p! v v ¿svs vJ

If a person receives treat¡:rent and ca.re ouiside CanaC.a, because of an

accideni or sud-d-en attacÌr of illnessr or because the service can not be

ad.equ-ately provid-ed. in l,[atritoba, or because a person is tenporaril;r em*

ptoyed- o'ütsid.e of Cæratla, the cormission pays lJf!, af the hostr;i'oal charges

fc,r ins',¡red- se.cvices. If, hcweve::, e person elecis to choose a Ïiospiial

ou-tsid-e Canad-au the benefiis are the lesset af lJ/i of iire h.ospitalss

charges fclr insured se::vices oI the a*rnorr::.t that, in the opinion af ti:.e

üorurr1ssion board-, lvoul-ql have been paid. for the se::rrice if caffied in

Itla.nitoba,

1,,þùicat eïpense con-tracts are an'ailable fron (a) contoercial

companies, (U) volu:rta":¡r non-profit agencies (lilånitoba l,iedrcal- Service),

(c) mu:eì-cipal-ities (doctor plans), (¿) ned.icare (provid'ed- by tJ:re l)epart*

ment of TleLfare of the Frovince of lvb^nitoba) "

There are basicall-r' three major types of plans ca::ried by nrutuai

and private insi:ra;nce compan:i-es: J-) basic medjcal- eLflâllses contracte

2) major medical expense contracts a:rd i) comprehensi'¡e contracts.

îhe basic medjcal expense coni:ract is d.esígned- fcr regíste:red'

bed- patients or emerEency ou-ì; patient treatrnent necessitated. 'by ¡.n

aecid.ental inju-E¡, In this Flans there is u-sr:-ally a ivaiting period for

certajn aifrnents, such as for child-brrth or m-isc'atrLa¿eu tonsillitist

heatth åísease, female d,isord-ers etc' , -,vhich ::equire 9 months to a
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year, Certain items, such as meittal disord-ers anù d-en'cal work are

usually e:cclud-edL fron t}lis Fl¿p, oï a^TÐ¡ beneíits cover:ed- by oihe:: in-

suïance plans orl government pla,ne i"e, hospii;atization. AII- bil-ts for

neclical, or surgical treatment, ilITSeS fees, e'bc. a1e covered" up to a

ceriain }init oï r-rp to a certain tine lind'i; after al1 accid-ent" The plan

is basically d-esi6ned- to provide .r:roiec1:i on aga-i-nst most corllûoÏl

ci-iseases or ÍniuJies giving as complete a protection as possible against

ihe most comjuon diseases. All th¡ee plâ:rs are renen¿þle onl-y v¡ith the

conseni of the iirsurer a:rd. maðf be cancelled. r'¡ithin the policy períod-^

All pla¡rs cover a fa-niJ-¡r"

l[ajo:: neùica] e1¡pense contracts generally provid"e Ì¡la:rket

coveïå€e against alt types of rnedjcal er-pense in excess of a ceriain

arïrount" they are d.esigned- to provid"e fairly comple'üe protectíon

ag.ainst 1he financial)y serious illnesses and. little or r1o protectíon

against the less serious ones. The insurer covers a l-on6 list of med-i-

cal expenses, with some exclusions, of pregnancy, chilôbirthu alcoholism,

nental ùisord-erse \rrå,ïe and ¡aili'car¡r serrrices along witlr a d-eductible

clause, The d-eC"uctib1e provision lor,¡ers the cost of the insurance and.

nroworts ¡.brrses. lhe d.edu.ctible amount va-ries from $100 to {'l-000 d-e-

penùj-ng on the contract and" type of ill-ness" fhow¿h the insurer pays

mosi oÍ the cla-ins above a cleductible a.rnorurt, ii never pars aore tira:r a

speciíied- rnaximura shar:e.

The::e is also th.e comprehensive ¡ned"ical e:ipense insurance, vrhich

is a blenùing of the above trvo pl-ans, us-ua11¡' with a very lorv d-ecluctibl-e

amor¡:t on najor me¿j-ca] insura-rice cover&Aes and- lrith a higher ma^xirqixa
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ccvera.ge tha^ri the basic nleCicel plan"

I¡ianitoi¡a i;ied-ical- Service, a non-proÍit se::r¡iceu provi des

basícalþ tìrree pianss d-esignated as the H", H Cr elld i{ C,{e

{d.escription to fol-Ioyr on next t}rree pases Und.e:: -bhese plaLsu tire

I-U"L["S" agrees to pay a o¡a]-ified- medjcal practioner at ::aies set by

tlr-e cor-noration at the tii¡¡e of se::vice"

The Corporation shall pay nedlcal members at the rates from time
to tiroe in force provi-d-ed. that the ned.ica] ¡nenfoer shall receive
such payment as paynent in fu-l-l for the ca.re a:rC. ti:eatnent
rende::ed ¡v ìri m" eveent j;hpt v¡irere a subsc¡iho-r cnð ÄpnorrÄe4f g'.*.,"yÉvyv¡rqv¡-

huve a total- a:rlu¿.l income exceeùing Í}]01000 or r,'¡here arry cf the
ser¡rices rend-ered- are inclu"d-ed" in a;r¡r other insura:rce oï Þre*
payneiit benefits the med-ical nenber r¡aç.¡ requi" ^ t^-"- +- *^-- ^

acld.itional- fee" LT 
' !:rç¿r¿uúr 'l¿dul rc¡¿úr*Ç J'Lrlu uo 'Lraù- elx

Ilor¡¡er¡ers since nct all llianitoba d-octors are members of t{"}ì{^S" the

subscriber (insurcd.) a-ssures al-l l-rabilit;r for charges or"rer a:rd"

'tA
abo*¡e ihe a-'lo'.lnt assrrnlecl by the Ço::poration, *"

The corporation pays ou-t of province ca"re und-er tsro conC¡-i-tionsc

a) vrhen an insured. is tenp ôi:e"q;!' absent from Trfanitoba and. requires care

¿nd. t::eatment in respect of any sud_d-en and. u:rexçected, síckness or

j-njuzy- or aggravation or recurrence which has i-ts onset ç*hile he is

tempora::i1J' absent fron l,[ar¿itoba, and. lrhich necessitates acleguate and,

appropriate se::r'iees which carrnot ìre ¡rostponed- cr .replaceiì- by tenporary

measuJese he is enti-hLed- to receive'l;he servíce as provid.ecì in lllanitobauL9

rl Ii[:-nitoba l"led.ica1 Ser-¡ice Bu-fletin.

18 _=-- -irlens-l-etter sent to inùividual slrbscribe::s, L966,
r-ras :-nad.e in January L967, r'rhereb¡r menber d.ociors
above ihe amalmt assumed- by the Corporation"

-ìo
-- h'ianitoba iíeùLcal Serr¡ice

Anothe:r amendlaent
may charge olrer an¿
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ni aln aìf ¡"r¡14 anrnn-¡o'l-i ¡-¡ |'nn *lrnm^nn'rJ-ì a c¡

- J ---J UOJ-uLlJ!¿ItaJ-ultg u,ile ultgfa-iJeLlu.Lc $gT\¡1 CeS

are not evail able iir irÍa¡r-i-¡oba and" he obta^i-n.s pri or a.prrÕvel and-

ar.rthorization frorn the Corporatiorr. Und-er threse two condjiÍons, tÌr.e

ii{,i,,,LS" assuúes all liabiliiy at the:rates f:ron tíme to time payable to

aenbers of the Corporation or the actual charges, whichever is the

lesser. The subscriber assllaes a1I liabiliiy for charges oa/er af,Ld

above f,þs ¿uaeunt !a-id. by ì;he Corporation"

lhe subscriber may seleci al¡' oi'Ie of the Íollor'¡ing three

- -\ '- ^\ rr n :\ H r.r vpl-Allsg l-Jl1e ¿)!!'es J/-rIur\.o

Ilsdsq_._FlqJi rI

a) Tbis plan inci-'Jd.es prorrision- for ser-"'ices of a J-egrlly

¡lr¡'lificri nerliea.l nr¡.ciio¡e:: rrh'ile a subscri-ber or d-epencLent is a

re.oi sterefi ¡nrj - ¡*; ++^¡ '^^.1 n-*; ^-.1- ; -^ - n.1Lr -: ^ p.e./.ìej.ç,l Clf efhend_edrvtl&ù uv¿vu 4¿s 4LUll-L U þgU- UÇU- -iJÓu!ç¡!u Ji! è lie_u!¿v E,v¿ru4e

treatment hospitaJ" the range cf servíces includ.esB

b) iíteùical services * nG liütit on d.ays"

c) Surgicai servicesu includ-ir-ng services of assistant sü::geon

l¡rhen necessairyò

d.) Services for treatment of fractures and- ùislocations, bi;rn-s

and fa.cerations.

e) ìibternity ser.rices'

f) Se:rl'ices of ü,trs.esihetistu vrhen surger]¡ o:l materriity is

colrered*

g) Services of consulie;rri, '.'rhen necessarry-'

Ìla¿r 5 C

a) ltr;s plan includ-es, in ad-d.ition to the se::vices of Plan .{,

the ful-t Tange of services ínclud-ed. irrrder Pla:r IJ, vrhen provid.ed out of
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hospital í"e, ai the pa'bientts hoine or at ih.e physicianrs ofíice"

l) ttris pian also;orovid.es for a cor¡Lpleie a;rnual physical exafiina'cicir,

provid.rng -btrat the su.bsc¡:i'be:r or depend-eni iras not received- such

examination within i65 dæ's"

c) fitis plan cloes not includ.e the ad-d.iì;ional services d-escribed

belorv in the plan ä C )1"

Pl-an Il C li

a) ttris plan inclu-d-es, in aå¿iticn io the ser'¡ices of plan H C,

*lia trn'j '1 nrr¡inq qêrvice,s y¡tren rend-ered in a plrysicianss ofÍice'
UIIç !W¿IV\(J¿I¿; UV

b) i*ra¿' services

c) t'teùic"l treatment inciuùing inuau:riz;:.iionsu injections, allergy

Cêleø

a) iviee-ical examrnations and tests * includ-ing basal ruetabolissl

test, heart tracings, brain tracing's, ear tes'bs, eye tests etc"

e) traboratory services - ínctud-ing btood- tests, gastrie analysis

^+^

f) fnis plan al-so provides for ùia6'nos'bic services if such

services are rend.ered on a3 out*paiient basis in a public general

hos-pital ri"hen oiher facilities ar:e not p:rovicled- by ihe llaniioba

Gover"nmeni; Services Fla:r oi, in ru:ban eÏeas lvhen rendereù in ari

emergency on alr out-patieni; basis u ín z pubiic general hospiial 
"'rhen

other facilitie s ate not available a:r<i- ',vhen such servj-ces are not

n-r'ar¡.j rl¿.r-ì hw the l,{ianitoba GoverrUtent i{ospiial Services ?}an"
},:v } 4llvÉ v¿j

There âree horïevere sone lirn-itations on the types of ar¡ailabie

serviees;
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l'0ut*cf-prov.inceservice,except.,v}:enapproved.or.¿nd-er

emeilgencJr,

2n lelay ín materiri-ty services uniil both '¡dfe a:rd- h:sba"i:d

have been enroiled- on the sane contract for at -l easb 2J0 consecu-ij-ve

d-ays * except if botir had- separate co;rtracts for 2{ consecutive rnonths

príor to d-ate of services (atthough not necessarily as husba:rd anci viife)"

3" Services for illness covered by arql ltroricnenÎs Ccmpensation

J*ct, occupational d_isea.se l-avr or similar legislation'

4" services for sieri]-ízatj-:an putrposes or Íor conùltions not

d.etrimental to healtl:"

5" services corrrrected ivith d.ental careu ru:sing services a:rc'

a-mbulance serviÇes'

6' }fedicinesu drugs, mate::ialse app]iärrcese o-r suppl is5'

7. Pi.rysiotherapy sexvices in or ou-t of thc hospital "

B" Services or exa:¡-inations for reasons of employaent in-

su-ïaJ.}ce, travele marriage or eqy oiher ser-vices requ-ired" by a third'

partY.

9, L'lileageu tra'relling time, d"etention i;ime"

tertain ¡nur:-i-cipaJ-i ties also have their oc¡n meùical plan" lhey

hi-re a mu*nicÍpa| doctor" Ünd-er this pl-an, the prenriirm is ccll-ected-

throuSh taxes, v+hether they r:se the plan or not. In ad-c.iiion, they

may purc-nase a su-Þplementary ptan from lllld'S" '¡,'hich coveÏs rneflical

e]+)enses -\.ïheneveï specialist assista:rce is reqi:-ired' 20

20 Sp**i*I interviess ç,:l-th farmers and. ¡iru¡ricipal secretarj-es"
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}leùicare is avaitable to ihe neesr" This pJ-a:1 tr:-il not be

d-Íscussed-, since ii is oni¡' ¿r¡¿il-abl-e io people on r'¿elfa^re or

nira.l i fr¡i nr fo:: oub]-ic assisiance"*-Ë * ** f_

4_cciclent a"nd. Siçk:ess Di-saÞilit),- Incoqe fnsu{ance

An ind.ividual nav also take accid.ent ùisability insirance for

l-oss of income or elil)enses rshich are incurred- aS a resul t of an

acci d-ent or siclyress o:r boih" Th-is t¡'pe of insurance is cf r¡ital

inportance tc persons, incl-trd:Lng Íarn farnilies r.'ho d.epend- on their

Íncome to meet theiri:resent a¡d future obligaticns" Ií a personrs

iircome is redlrced o:: becones negl-igj-ble due to h:-gher eli.rlenses o-f

lnr,¡ar r-Ê^qq r oirir-ns- he ì s stil l i:ear¿i¡led tO bUV ::.-nnr\ç:riêsi p¡d e$Sen-+V5rü! ¿jrvúÉ !v uç.'--*- rÇ\44;uu vv aá¿

'¡-i a"Lsp prcvid.e fo:: hj-s Íanil¡iu a:rd meet tívi-ng e:cpendj-tures" ';,rtril-e

most people tend- to thinlc of heaJ-th insu:ra¡rce as med-ical i-nsara;'lcet

e!+ïr¿ nenfonf jnn nf J:he f¡¡.rìlv h't:ea.drv-irutef 8s incorne is of gfeatefu¡aç }J¿v ugu L¡¿u¡¿ v.L áæJ-¿

ôf

imnortanceu,.t' Ðisab:ll-ity incone contracts are txollüLally d"esigneå to

prorrid-e disabj-l-ity income covera6e incu-r"redr tirrough acci-dent and

sielfl:.ess.

Income benefits are usually paid- ireekl¡t or monihl;r d.epending

on the te:rms in the contract" Benefits a:r'e ava-i-lable fcr accid-ent
,2

onl;r cr f,c:l both aceid,ent and si"clcress***

D1* ÅryeIls &-gÅ!" p, 5V6" '
,9tt coo"r-g'e d-epenrÌs on the t¡'-pe cf occupation and- p:remiu-rn at tlle tine c'f

issrre"- Insu::a"tce compeJlies are relpeta¡rt to offe:: incoine insurance
for síclcness oi'lJ-y, Ai tímes it becones ùifficul-t to establi sh ^rchether
,â ne-eson i s in fact di-sa'bled fron sicl:ness" f o avoiô fraud-ulent d"ec-
;#;;i;;--;d" 

"t;*t*t;;c'-¿trú*; 
mosi insr',:arice coltp¿ùiies refÐ-se'co

ofie:r 1;his type of insursnce poi-ic;""
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.AcciCent pol,i-cy c:r cornbined. pol-ic¡r irrc'iecti-cn e:re generall¡r

oÍÍe:ced a5a-inst ioss result:-rg Ci::ectiy :::d inCepenC.errtly of ¿Ii

råtlses from accid-entat 'r:odJ-iy rnj"u:ry r¡hite the polícy is in force'

Sorne pol ici es stÍl-l- require that the inju::y resuf-ts f:rom aecíd-ental

aeerls (i""" a Íalliirg object)u ::sther tha:r by accj-dental c¿uses

{i.u" 'i niu:ies incr-u:red- j-nc1irec'cl-y j-..w }ifting or other causes)"

i';Iost income insurar¡ce exclr,-d-e el4/ previotls injuri-es" For examplet

'n-rnrrinrrq hqr.k ìnirr-¡ipe."r^rr'l'l hp ¡u-Lomn.i:.-ca.l-iv ex-cluded- -iron.fu¡ihe::y-L ç v;!, uù J+uâ *¿¿rJ

d.isability clairns resulting fron l:aclc injury" Certain t¡'pes of in-

ir:rir=s c:r:s¿r¿l bv lrare suiciåeu intentionalJ-y Í-nfli-cted- injr:r}'u alnêv "'^'

injr-rries vhile in milítary serl¡ices a:re exclucied, IlevertheLess, the

insurer has to set forih in tire poì-icy eve:ry excep'cion or red"uction tshich

rua¡- afÍeci; ì;he anou-r*rt payabie und-er the contract.

The pol-ic¿v may alsc pro.øiåe for both. t"atal ùis¿¡ilii;r a::.d-

partral d-isability income benefiis, Sicl*-ness benefít is noi avail *

;¡lrl e icr n¡i.ti nl h¿'nefi t cower':qe" The total ùisability inconie isø!¿v ¿vr y(j* v4ur-

limited, ta 6}it" ha l}l, of a perstrrss earned- incorne or ca-Iculated- in*

come at the tiile of j-ssue of tire poJ-icy. Tjre total d-ì-sa'ìri1:-ty

incr:rne _¡r::ovid.es an j-ncome fOr ]os-q Of '¡;iine fo:l a speci-fied period ín

'¡ri:ich such inju-i:ies C*íå, ','¡ithin thirty d-a¡'5 ^¡t*r the proof of c1aÍnu

uhcl-J-y a.¡:d- continu-ousl¡r d"ísable the insrrred- and- pr-'e...ent him froil

perfo:rn-ing each a:rcl every- d.u-ty peri;aining to his occu"paticn" The

payment continu,es at the same -rate, thereaÍte::u as long as the inslrred

ís'+rholly'anó contj-nu-or-r-sJ-y disabled- by such itzjurìes from engaging rn

ai,iJ/' occupaticn oT enpLoyment for i?e*ge c-( profii; for '¡¡hiclr he is
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reasonaåL¡,- fiited-,-' In this caser tlre pe;'menis continae Íor life :-f

the insured. is u:rabl-e tc engage in any occu--oation for ,;'¡trich he is

:ceasonably fitted., Insrrra,r:.ce companies oífer non-ca.ncel-Ied- cantrachsu

iririch affe ïeneirable at the opiion of the insured-, up to a specified-

ã arê -.

Partial- d.lsability pa;-ments a:re cften avail able in accid.ent

nnlin.; es. either ¡s n¡rt of .lhe -^.ì;^_- ^* f^* ^^ ¡.driii;ionp.l nremiitnt.IJVI¿VJ-Çù 9 çI (rf rgl uú y@ u v: virv IJUlrvJ vI J. v! A, ov-u¿ u¿v¡;Lr ¡¿ v:-:

the peyments ¿ì^r'e connonJ-y ir¿o fifths of tire ueeki-y toial disahility

income benefit for a specified- ¡.umber cf v¡eeks {either 26 weelcs or

.\)2 reeks)" 'Ihis licl-C-s pr:ovídJ-n3' the injurl' is d-eclar.'ed- r;itirj-n e.

specified" shcrt period. fctloriing the accid.eni o-'-' im¡ied-i¿tely follc'"ii:,s*

.... neîi or'ì nf toi¡.1- a¡ sabilitr¡ '¿'ftieh nnnti lrlrnrrs'lr¡ lìrierrenís 'hlre i nsuled-Ç I'urrvú vr i,*\? ! v¡:úu

frarm o-or,'ôrnino j¡¡n-rf¡nf d¡.i.lr¡ iìnties nerfa.irtr'nc" tn h-is ncnl¡nn.ticn,¿¿vJ;, lJ!¿J. v: jj]J¿¿ú

rÌor¡errerp if the pe:rson -aartially recovers -from an injurlr aÍì;er a yeaT

and- is only perbialfy d.isabled- fo:: a oertain period-, (for example,

ihree months)u befo::e becoming toialþ d-isabled. a,gai.n for ii-íeu hís

total ùis¿-oitiiy is nat contiru.lcuse and- he is eJ-igibJ,e Íor benefits

onl-y fo.r: the yea.r of iotal disability pius -notential d.i:-ration of

]Uil U¿iI,I GJ-Ðd,U!¿J þ.:.' UËJ¿ÇI¿ UÐO

îis:hiljj;rr lra-nafit ìe nrnr¡idgd- fOf ùismerOber:ment and_ IOSS Of.vLÐuv&Lt wcJ v Þu l,* v

sight, It is usually a h:np su,n (liz5OO tc fi1Or000)" This srrn i.s pqr*

able fcr the loss of both ha-nd-su both feet, the sight of both eyese

.¿rhile a lesser sum for'"Lhe l-oss of one Ìra:rd., one foot, o:i: eii:her hand.

*' ÁngeJ-lc oþ ç¿!. page irg"



or fôr.r1," pnd ¿¡s si .ht of otle eì.re if ihe loss occuïs rithin s1:ecified-

tines (iO aays or !O doJ's) íollor:ing the accicìent"

i';Tost accident benefii; cont::aci;s contaLrL an accid"enial d-eath

benefit, torhich is a conditional lcind. of life ínsura:lce. Other:s .aro*

*¡Íd-e as d"oirbl-e iird-emrrlt¡r the a,"rou:rt payable Tnd-er va:ricu-s benefi'is

f::om specified t¡rpes of accid-el:ts" This is very sinrì-lar to the douhle

ind-ernnity clause in life insi:rance"

Siclcrress benefits are aivrays more tiniting- in. max-inurn cluraticn

tha:r the benefi'cs prcvicled. for accid.ents" üa.nce}lal¡]e policies often

tiruit sickness benefl'¿s to a mexiimmr cf G-i1e ;\¡eP*r tc two yes-rs g u*hil-e

ncn-ca¡celtable poli cies are of diíferen'r ci-u'ration, sirort te::n-r (Iess

tiran three years), inierrned.iate te-rra contracts (usuail¿w ! years) long

te-':m (r-rsually 10 yea:'s) ar e>*ra loirg te::m contracis (:-5 ;teat-" cr to

a9e 65)- The extre long term coniracts benefits are nct veTrJr corünone

anil if gir.en usually contain a limi-ied- benefit cla.useo i.€" 5Aià

monthly income, after a state<i benefi',; period. up to a3e 65, The siclc*

ness nnl i ev orovid.es benefits if tlte insureel is unajrle to perform his

oï",r1 occ"Llpation for one o:c ilyo yeallse and- íor the bal-ance of the period.

only, i.f hc can nct enga1e i;r a.qy cccupati-on.

L,îcs'; sicliness policies e:cclu-de pre*er;|-s';ir4' sickness arrd

'inirrriêrì ôF eicl¡¡ols¡ nnnrrrrin- hefore a ce::ta.in i'.raitíng period- has¿liJ ì,4;çu V- srvfu¿v

ela.pseci or siclcress rvhich origiirates C-u:i:rng the first lzi *o iC d-ays

of ''che policy, It e*vers sieh.ess nl:ticÌr origina'bed. cnly after th.e 15th

n* 4l st rìpw of th,,r ¡ol i cv rl¡.te^ Tl¡p nirrnose i s to e:clr.;-i-e p::e-e.';j-stence
J- )t -LÐ v scù

cond.itions,
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Other prcvj s5-oi-ts nay be reserved- 'bc confin-i-r6 oï rlcrl*ctníín-i-ng

insirring c-l ause, I1 a confinj-ng cl¡.use eristsu the insured- nust -ne bcì;¡r

totally disabl.eC- a*nd ccnfíned- to Lrj-s l:or:-se or hospital ta recej-ve

benefits rviule if a non-confinitrg policy cl-ause exis'cse the j-nsì;:red nust

be tofal-lv disabled- bu'L nût necessaril¡¡ confir.ed to his house or

hospita],

Illos'b income sickness benefit contracts generalþ .l-Íui.b the a¡nor:nt

of income benefii ta 6U/; to -{A¡å of t}re insureci etlrnings. Incorne f-coin

n*lrnn ô^11-?:ñ^o ^uch as investment" ¡re ilsrrpllv nnt i.srrrpÄ- sìnce 'Lhisg u- Bù'4!laJ1 i¿v v -¡-r¡rrv+çsg úe)f,\z

lncome contj-nues resa^rilless of tbe insu^reC¡s dj.sa'i:Ílit;r" The compa::-ies

usu-aJþ specif;r the rrra:'jmu¡n benefit ihat tl"Le¡r wiJ-l r'¡rite fo:: a:'y one

- t. ,, \indir¡i-du¿.l li.e" lìjoO or i5{CO per month.j. This d.oes not meäil, hor"rever,

tbat there is an a-ggregate li¡¿itation" They may also specíiy a ma;.iraum

amourtt of benefit rvÌricir they vili pariicilate j:r rrith other comparries"

The pr-i ce ío:: various polici es varies primaril-y accord-lng to a6-e,

sex ancl occupation, with prem-Li:-m rates higher for fema.Ies" Premiu-n rates

also ùj-ffer ôepend.íng on type of contracts,

ïloubl-e inåennii,r' a.nd- vaiver oí premiuri åre available for life

ins'rrr¡nce nolinw ]1ol{efS" The rya-i-ver of nremiu.m benellì-t'rrrovifles fOrygvew{ yrv v ruv

the insured. if he is tctally and- pe::ma;rently incapable of engaging iir

Ar'jy OCCU-UatiOif fOr rta,qe o:r nrOfj-r- r+ ^f bnr'l"ilr¡ 'inirr-rqr Or diS*r+5v v: }Jrv¿4ut -¡ù @ ¿çùqls \/J. uuEu¿J *i!r]ÈrJ

eåsee iith. a ,:raivenent of p::eni-irms on tire contracts dr:::ing tire

sontj"ir.-u¿:rce of tlte ùi-sability" This disabiJ-íty, however, ¡nust not be

by intenfionall¡' self iir-flicting injuries, waru or of a vj-claiion of tne

Law" The d-isabilit¡. raust also be for ai least a n:inimum iin're period-

(r-rsualty 6 months)" I{or¡everu btindness and- åisuemberne¡rt ere considered
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i¡med.iateLy as having' caused. total and- perraaneni: disability" The insured

roay also adcl a Lífe ir:su::a*'rce contract containing an incorne d*i-sability

contraci" It resernbles tire v¡aíver of premi-rur clause" Excepte that in

rlost income cllsabil-it:,¡ contracts 1:.e receives a'rr income up to an adva;tced-

age, v.r.h^lch he may use âs he rrishes; vrhile a t¡aiver of preniu:l cl-ause pa¿rs

thp nol i r¡¡ n-remiluû oa L.eha.lf of the insured- up to ?,8e 65e at vohích tíme

it is conr,"erteô to an endownent.

Ther:e is also riro::tga6e protection insurance v'¡hich ís wrii;fe:l

speciÍicaily Íor the Þuïpose of meetinrS paynents on a nortga,ge if the

insu:red becones d"isabied." There is u"sue,lly a moniiil¡' l-ifetime -nenefit

rrrr:rrisinn fnr ¡.ecíd,ent and a tvro-year :naximum benefi-h fo:r siclaness' The
rv¿v ! ¿Grv¿

pclicy shoits the name of the narhgageeu the amor:¡t cf nonthly moriga,ge

paynentsu anå the unpaid, roortgage b'aLarLce.

The ¡rost coml¡tcn t¡rpes of income d-lsabil-it¡r itrsura-nce benefits

available have been cl-i-scusset" I'.[åJf¡ other d.Ífferent types e:r!-st. Some

are automatically issued. r'¡h.ert a persoil talces a 1.oanu such as at a treùit

TTninn^ r^oaniri¡r.," no medi-c¿.1 examination except a clecla:rai;ion cf good.
vl*v¿¿,

health; r"¡hile others are optional , such as ai; Oonmercj-al Ban-lcs or at

ì,iiortgage ûompa";:::ies- In some i¡rccm.e d-isability ins'uratlcee i-f he rs

n¡¡tia.llrr dis¡.bled for rnore than tlrrec nonthsu the insurence pays the

interesi charge uniil ire recove::s" llovre.¿erls if he is toial-I;'r ând lrer*

manenil;. d-isabled.u the entire loa:l ís coinpleì;ely paid- ",:¡r.

Arrnu,íties anC. Ca-¡ractra Pension Pl-an

Farner.s pla;riri"ng -+o bu-i-ld- a fund fcr securiiy e;nd. oid- ag'e rita;'

pr.i::ch"ase anrru-ii;ies and pensiou plans" A¡ulrrities ele lrel?y often con*

fr¡-sed-,,yith life insu-rar:ce" lhey djffe:r: rnarlìed-ty f:ron these policies"
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The¡r ¿¡* mereþ en &greertent or: a pïún:-ssor¿r ccntr:aci (fcrcecl savi-ng)

.1;a inrest ej-the:: ncnthly o:: ar:nu-aliy a ce:r'lain sum of mcne;r v¿hj-ch wi-J-l e

if caryied- .bo naturity, pr:ovid-e srrf-fics-ent, j-ncome fc-r :':etir:eolen'L' llo

::isk ís bein6 transfeffed- ncr is the hei-r g.i;a::anteed a" ma:iin:um sr"¡-:n" it

ison.J.l,ryhentjrear:nuityniatu:cesthat,che]]e]1so]l:lecej-vesthena;tinu¡i

a¡noç:rt. Ät rnatu-::ity, the a,ruru:i-ties nay be re*elvecl rocnthJ-y- o:: in a

iu_mp sum ôepend.i-ng on the eria-ngeltrents jn- ihe cont:ract"

Go.¡ernments a¡rd. prj-vate cornpa;ties p::cvide efi¡l-uities and- pension

plans, In tir,is siu-dyu l.e iví-"1-i d-iscuçs the Ca::ada Pension P]-an and-

prirraie companåes a:rnuit;r pla;.t-. lh.e Canad-a Pension" Pl-an j"s a coüpul-

sc:-.y plan wirÍch also cantaíns sorne l-ife insurance benefits and- i'or tltis

ïeason r,.¡il-l- be d.iscl.i-ssed" ffil tbe cth¿er hafid, e¡nuities p-.r:ovi-de a' fa,Irner

r¡¡itlr a g;a.xan1"eecl- retiremeni pension v¡]rich is cornparable i;o i.he sar''ing

aspeci; of }ife insu::ance'

Canada Pension Flan

Th.e Canada Pension pl-nn?  operates ín eLL pa'rts of {"anada except

v¡here a ;orovince establishes a conparable pÏograill" Ah preseni Q¡;tebec

is the onl¡, province providj-ng this service, Benefits are portable and

once a persÕn contribu-tes to th.e planu he does nct lcse tire right to -b}:e

::eti rement pension based- on hís yeaJrs of, cci':Í::ibu-t j-on' Seneíj-ts are not

fixed once â,i1c for al--l-å ratheru they increase pf."apcrtionali]' vrith the

ccst oí li"ving,

t4 Tl¡e Ca-rLada Pension ahl:zvaz
.4i"t¡ onorr' l9Á(- -¿vJø

âu-eenrs Printer a:rd" Con'r,roJler of
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fo be eovered und.er the pla:zu a persön rr"mt obtaÈn a soeial

Irisurarrce Number" Yetu if he does not obtain a Soeial Inst:sance

I{i:mberu he is still required. to uake eontributions to the p3"anu

based on his sala:6ru r¡ageÊe anû incone from setf-enaployment, except

where his income is receíved. from an investmentu an arrnuity or a

pension p1afl" For exampleu Ln L966 arLd L967, the contríl:ution v¿as

eaLcufated on a¡r inûivid.uatÛs earnings up to a ma¡eímun of S5u000 a

Íeatre rvith a basie exenption of {$600,00" The maæi.munr eontríbution

Fras $?9,2A for a$ êmployee anå $158' QA fot a seIf,*enployed perñon.

The reason for the difference ín contri,bu;bion is that employers have

to matcl¡ their employeest contríÌ:utíons" To qtialify for a partieuJ.ar

Seatr¡ a person has to be between the ages of IB and" f0 and eagn lxo

l"ess than $6O0"OO in that year if an employer, or at }east $800 in

that year if self-employed"

The plari covers, on a compuJ-sory basisu aL1 types of employnent

exeept employment by a spoif,se, by a father or rnother or arÐr other

person who supports a person but d.oes not pay eash wages' Employnent

on a easual basísu not for the pi:rpoËe of the enployer8s businesse êIIÌ-

ployrnent as a nigratory workeru in oceupations like farn:inge fishing,

trappingu loggirgu shere a persolL works less than 25 d.ays a year for

the sa.me employer or çrhen he eerr:e less than $250"00 a yes,r from the

same empLoyer are exempt frou contributíon.

The retirement pensions are ealculated on 25/" at the alrnual

earnings up to $5000 averageê from age l8u exce¡rt earni4gs that have

been received before Ja;ruaelr 1966þ the starti:g d"ate of tbe plan. To
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o Êíser ri si xrf (.o-+ê {.'ìr¿ n-¡:¡i'ôô.S ÐJ1d cgjlt:fibu-iiOnS are adjUSied' -ùUÐt UM ç(Ê¡srrtj

before tiney are avera6ed for pension pulrposes"

Earnings a3e avel:a.Sed over tÌ:e nu-'rrbe::s of yealls s peïscl1 liigÌit

ha.¡e contribu-ted., erclud.iirg exy yeers in r¡hich a persoTÌ coul-d have

lroon rr.cei r¡i n.q a rli sphi I i t.¡ nensiOn,uççri ! ççÇr I ¿¡it5 ø uruÞg:¿* eJ

é.fter L9T5u a pelr-qon i'fi-ll be abte to ùisregard 1o,¡¡ or non*

earnings Jrears in the foJ-loviirg l'ray:

. l" Each year oÍ earnings beyond" æge 6J can lle substituted for

a yeaï cÍ loi,v or eï€n no earnÍÍl€'s before ihat age'

2" In ad-ùi-tion, e peïsor] ca-nåcd-rop oui" l-5i¿ of the renainS.ng

a¡eâ-ïs he itip-.ht have contributed- ',,o the pla.Tl' this drop-out pro-

visicn murst not. reàuce ihe totat number of yea::s for avera"ging

pu.Tposes to less than 10"

Á. contributor a,t age 6S stariing .-.yt L967 ac ub age 65 in 1pJ0

na;¡ apply Íor hi-s pension" If he uishes, he nay llosipone his appJ-ica*

tion for a pens:i on and. keep on vrorlciirg. If he takes the pensi on

before a,.;e lO a:rd, earns fi9O0 cr more during a yeärr his pension is

redu,ced, If Ìre earits betu"een {i900 and {f}500 his pens'ion is red'u'ced-

by 50 cents a yeãT fo:r everl- dol-}ar he earnsu a-nC" if he earns ove::

ü15C0 pe-r ;rsåJ his pension j-s ::ed:uced b;r one d-ol}ar Íor every doiia::

eaL:ned-" lfowelrer, no -::eclu-ctions a::e maàe Ln th.e nonthly ]:ensiofi f}r

år1y lf¿ünt:h j-n v¿hiclt he earns fr3?5,00 cr l-ess. Frrti reiirement pensions

vrilt not becone avarÏable before Januar¡r lu ]'976' cclntrÍbutÕr's r¡¡ho

l.¡ecome eligíble fo:: pensions before -Lhis d"ate v¡í-l,l- :,:eceive a reC'r¿ced

pensicn, In tllís cåSâe earnin.gs '.,i1l be a-reraged Û"Jâr: l0 JfeeÍst l-ess
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åJL\r jreïißcls in. ..','Lrich he ::eceived e" disabll-iiy pension"

}Lsabitii;r pension"se ul1¿eï tlre canacta Pensicn Flan, irii}l

beco:nie a-¡a:-lahle afte.r Tiiqr 19?0. Iior¡"¡eríe::y "i;c be etigibl-e forbcis

neyrsriôn â. Ðerscn must har¡e contlibuted. ¡o the pl ær for at I'east fi're

yeeïse al; l-east t/5 of the'cotal nusber of years â pêrsoll coul-d- Ìra-¡e

ccnt:ríb:;ted- to t]:-e :rl air: or for l-O yea:s, .*¿]:iclieve:: is the iesseru

ãnù i of tire la.st 10 years thai he couf-d- have cont::j-buted".

Tire a_inoun-b of disabiliiy pension is a. fiat:i:ate {i25"00 a

monil: pLu,* lJ/i of his ::etire¡nent, pensionu ca.1.cr;riated- as if ]re l:aô

reach.ecÌ a,ge 6J at the i:-me he beca-rne rlisaj¡led* I'b is 'rrasefl an a

conL::ii,.u,tores fu-ll r*bi-rement Ì]ensiono This Ci-sabilify pensi on

starts four nonths afte:: the ¡nontn in ¡,'¡nich the d-isabitity ís con*

side::ed to have begun. 'Ihis pension is pard until ::ecover;- or age

5i" 1,"t, 65u ihe di.sability pension is replaced. b;r the :cetirenent

pension,

Iisabilít)¡ benefits fcr the d.epend.en'L chi.lùren of a. C.isatrled-

cont:ributor are also ava.ilable' To o-ualifye tire rlepenôent child mu-st

bes (") " natural or ad.opted- cilíl-d" oÍ the aor1t:ributore or a child in

the custody and- coni.¡:ol of tlre contribubor:; (U) u:r:nar:ie¿u {c) u:r¿er

age iB 1¡ï betïneen l-B a:td. 2j e;rd. c*n'i;int3-i'rg to schcoi or i;r:iversit¡l

Ír.r,Lt tirrei (d-) ccnceived or adop'becl. befo::e th-e d-isabied' recei':¡eil åis*

abiiri;y pension"

!l're a¡nou¡rt of contrj-bu-tion is t$25"00 a ¡rionth. for each c}epend'ent

chí}d. u-p to foi¡r childlen, eJL& iil,2"50 a nonth fo:: each ad'ditional

ch.ild-,
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A s¡-¡rr¡ivors benefit rsill begin !n I'eb::uer;r 1968 for the

foilowing PurPosess

I , a deatÌr benefj-t (fr:-mP si;-m)

2" a ¡eid-or'ils pension

1, a disableÔ v¡íd.owerr s Pensíon

li, a:r orPhanBs benefit

To q¡alify Íor sur-¡i.¡oïrs benefitu i;he ccntributo:r nru*st rnake

contri-butions for t/1 at the ¡rears in rvhj-ch he nay have contr:ibuted-

cr 10 yee,ïse nhichaver is the Ìesser, subj;ct to a minilrrÉm of three

J¡eaïsø

/r cleattr benefit wilt be paíd" tc his es'tate in a larnp sum

eq-riat to si.x tines his ruonthly retirement pension"

:l vrid-ovr?s pension rzil-l'be paíd- if the i"rid-orr is t:nd-er eqe 6r.

Fuil pension is Íi25"00 a moniir plus JT.5"i" *t her hus-t-'anC'8s retj-remeni

pension. Hovreveru she quå,lifies for fuli pension only if she Ìras

depend,ent children or is d.isabled-, or becomes disabled later on" Sire

may receive a reduced pension íf she is v'¡j-d.ov¡ed. urd'e:: aae 45 a¡d has

no d-epentlents or i"s not d.isabl-ed or if before ege 45 she ceases to

have depenclents or ceases to be d.isabted-' In i;he latter caseu Ìrer

pension is 625"00 a month plus 17.5'rt cf her h-usba:rd-!s reti:rement

pension at death, Less tft4ç for eac.lr moirth by which she is r::rd-er age

45 at iire tine she qriaiifj-es. Iìovre'rer, if she becornes a" vridoä¡ at age

65 et: ovel:e she receír¡es a vrid-ouis pension equal to 6O7L of her nusba;rd'ts

rpf i remeni ¡en.sion"

A d.isa.bled- tddolçerrs pension is sin'rilas to the "Yrid-o'¡rBs pension
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und.er aSe 65 and- over age 65c except that he must have been whol'lv or:

substantially d.epend.ent on his wife financially at the time of her

death"

4,n:ruities

Aruruities eontracts d"iffer narked.ly from the life insurance

contraets" Und.er a:r annuíty, the insurer promises to pay an income

for a specified. nu¡nber of years. It cornmences at a given time and

continues for a d.efínite nu¡nber of years or for the lifetírne of a

d-esignated. person or person6" The main d-ifference could. be sunmarized.

as follovrsc Norrnalþu life ínsurance pað¡s if a person diesu while an

annuity pays only as long as a person lives" No medíca] examination

is required, to obtain an annuity, and. the health of the ínsured ís of no

concern to ihe insu-ra,nce company" The reason being that the sooner a

person dies, the fewer the number of pa¡rments the compaJÐr will be re-

quired- to rnake, Its value Iíes ín the fact that a person will not

outlive his incone and will be assured. of an income as lonE as he

lives"

Aruruity assumes marqy ôifferent forms" A straight life aruruity

provid.es payment as long as the annuitant lives, llpon the death of

tbe a:rnuitant the liability of the insusance companJr termir¡ates and no

further paynents are mad.e regardless of the number of payrnents made,

Other plans províd.e either for a guaranteed. payment period. (5, fO, L5,

or 20 years) or for a refirnd. provisÍon" For e¡{ampleu und.er a life

annuity eontract, ivith 10 years certaínu the insi;-rer promises to pay a

minimum nulnber of paymeats regard.l-ess" of whether the insured lives or
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d.åes. J{olreveru j-f }re lives beyond. 'r,en J¡eals, the insured. I'Ji}l

cü]ltinue to :receive peù-rneilts '"¡:rtil åeath*

Und.er ar --!nstaiTrnent refu¡cl annuity, ihe guaranteed" payr:rent

ic the a:mu-ltant a;rd benefit equals the pr:rcilase price, Lf tl:.e bal*

a¡rce is payable in ce.sir upon tire cieath of the an:ru-ii:rrtu 'chis is

lgrorvn as e cash ::efu¡d^ ar":ruitY'

Á¡uiuj-ties ca¡ also be cl-assified as iuuneålate or d-efe::red.

a:uruities, "4n immeùiate anmdty is one in lr.hich ihe first pa¡-ment

is rnaàe at the end of the firs'c period- e-rrd- at the errd of each su,cc€ed*

ing period-. -llhil-e a d-eferred annuity is cne in r¡hich tÌre pa3-rnen'r

begins cnly at the end" of a pred.etermiir.cd- yeer or age" ;\rirruj-ties nay

a-Lso co-¡el one life cr joint livesc d.epending on -bhe cont:ract"

Arrnuity contracts ¿r.ïe neinly of trvo typeså 1) of fixed m]¡nbe:c

of d-oll-ars (callecl conven'Lional a:rrLuiiies) at 2) a fixed- nrunbe:r of

units (catled variabl.e ar::ruities)" In the former, the annuity is

expressed- in a fixed- number of d"ollars, wh-il e in tlre latter Íi varies

accordi-ng to the rnarlcet value of the conpaJries equity i nvesiment port*

folio" The rnajor drawback of the conventional annuiiy is tha.t the

inccme fro¡n the amuit;r remaj-ns fixeC- uhile general price ler¡els

ch*1ge" i,€" t1o p::otection frorn the effects af inflation. The 'rariable

a,nnu:ty on the other hand- r".¡ill- chai:ge according 'ba ihe investrnent suecess

of the f'*¡-d-s and" ma-¡ v¡eli increa,se faster tha:r the cost of living j-nd-ex"

Tlr-e principte behrnd, the variable annuity- is the sa¡re as that

of the convantional a-rrm:-Lty, i"e" tltat prerni-uns are paid. to tire conpa.l:fr

airfl upon retiremeni paymeni;s are made to ihe aruru-itant for his lifetime"

The ù:i-fferetlce lies ín the amount of the pa*vments to the a;rnuitant upon
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retirenent, In the conventional typer incone -recej-ved is fixecl at i;he

tine ii1e policy .i s wriiten. In the variable a:tlruít¡i the anm:-r-t;r in*

corne is not íixed-u rather it is the nimber cf r::rits which are fixed-"

The inconie of i;he antl-':itani is d-etermined- by the i nvestment e4lerience

nf the cômÐâ.111¡ a:rd- d.ecrease aï increase in accordance ,,ç-ith this '¡ariation

such that '¡¡s r¡¿l ue of the nu-rnber of rin-ïts pu::cnased- by each a:muity

p::em-lun ís C"eteri¡ined- by the cuneni value of i;he u:rits" The value

of the i:nit cha¡ges each rnonth d-epending on the e''¡al-uation of the

oonpa¡Jrrs security holùings. At retirernentu the accrum:-l-a.tion units are

conveïte¿ into lifc anrruit¡r r:nitse s.i:ch that the income from the a-rrnuity

ís òete-:rnined- b;r the nunber of uni ts ti¡res the cument value of ihe lrt::li"

Each ¡:tit j.s:revalued each year d.epenùing on a conrpa-r5r!s invesiment

e:qrerience, rnortal-iiy, and the financial posiiion"

InÍorrnal Insura,nce

Informal Ins-rrrance sche¡res nay be 'ased- for: proiecting ihe

business from ::islc" They differ from fo::nal insr:r'a¡ce in tlr.at tiie}' do

nct ira,nsfe:r the rislc to a second- psrty, The most conxllon nethod"s are

preveniione reserves, d-íve::sification, flenibitiiy in plaruring, â¡ril

dAscou:rting. Tirere are r:ranJr reasons fc:: uiil-izing infornal insura;tce

schemes" The najo:: reason is to avoÍà trar':-sfer costs" In marSr- cäsese

th.e ::isk ca¡1 be fairly acc'*:iateJ-y pred.i-cted,, vrlei-cir permits the risk

mana¿"er io burilå up hís orm pro*eetive reserves. A-i, 1;ines, the risk

*--. r.^ F^+ô'i hâ.l bece-Lt-se the cost of fornal- insu¡artce is too high com-!ßìaì! uu rc uólrrsa

pared- to the losso -ft mag be ased- trhere it is neither possible to

d-e'Lerni-ne loss nor to purchase fornai insura:rce" FinalS-y, it ma;'- Ìre

r..¡-sed- "nll-en the farmer is nj.ll"ing to zaþ'e Lne chance of l-oss in *rC'er to



nal<e larger p-rofits, yet,¡¡ants ad.djtional secriritlr in case of ioss.

[)re prevention of ::ish is probabiy the best l-'r.or¡m metiroc| for

elininating potentiai so-tuces oí l-oss. For: exa^mpleu fire;oroai 'brrilcl--

ing naterials nay be u-sed- to protect a6ains-b fire r:islc' shields may

be used- fcr cove.::ing no'rinr¿ parts of nachiner;r' Shorie--r rvorking hoi'rrs

ruay be p::a*ticed- to t:::event accid.enl; a;rd tine loss" Good- pubJ-ic::e*

lations may help iron ou-t personnel problems " carefirl na-nagenent

d-ecisions a::Ld. suffj-cient linowleclge nay plevÐnt la:::ger fina¡cial

I osses" ?hese are scìne of tlie pre-rentative methods iviLich nay be used-

i;c elimi-nate L0sses.

The recluction of risk tl'r:crr6h other methods na¿r al so be s'lu-

stibuied- for preventir.e measuïes* For exannple, the buil-d'ing of a

cor-nplete fir--eproof buil-d.in.g rnig'ht be too cos'bl;r to 'ouij-d-. a better

and_ nore su-i table plan coulC- be to g'rrarantee a 6ooú suppl-y of w¿ter

from a d-r-rg.cu,u or a nearÌ:y cìj-tch" In this caser the fire hazard is

reduced bu'r, not elirn-inateð. l{ar;¡ alte::naiirre rnethods exj-st for a'

fa"r:nerls u-se in red.u-cing losses f::om risk." The e.u;tent tlr.at a fa::ner

rnay impiement these nethod-s,,vili d-epend- on the principle of na::ginal-

íf"y_ (Extre. costs for preventicn compared- to e:pected- l-osses

prevented-) '
TL¿e farmell na.y a.lso protect hj-nself b¡' accu¡nulatù1å cash

ïeseilrr€s either i-n ilis C'¡¡n ha¡úiitg e.cco*ntu in e savin-g pla'r:u i-n

]-iquicl asse.bs su-ch as bon-d.su or in invent*ry of grain and" lives'cock

rzhich nay 'be easil-y converted into cash"

credj-t l:eserveË nay be used- to prc'oect the fa::ne:r: aSainst

u:rfa¡orable d-evelopnent ¿l]ld, to prorrid-e flexibility" iv:i{:ne¡r s¡hich coul-c'
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be bC::rov¡ecL bu"i; r.raS nOt bOr-¡oi¡eC'E ca;':. u-S't¡¿.Lly be l:o.rj:oueil- in'

-r-rrfavoura,ble situaiions to ;oay creC,itcrs a.¿C" qlai¡.tain solvency' It

is r¡ery- sinil-arLo cash resei:\rÈs excepL that the 61] y cost tlnas' c'-Nt

be attribu-ted- to i'L is ì;he fo::gone profit srhicj"r toulå have heen mad-e

had- the ¡noneir been borror¡¡ed. and invested, (i.*" opportr:nit¡' cast). The

cost of hol ding caslr reserves is higher ihan c::ed-it reserves b;r ¿i1*

-*^,,-+ ^r rn-æaoe¡ne ínterest associated. v,¡ith hold-ing idle mcney.
?ll¡lÇ¡ UI ú UI J uI çð u

Iive::sification has lon¿" been recognized. as a me'bhod- íor

red.uolng ri-sk and ste.baliziirg income" On pa"ge 56 we shov¡ed" horr

djrrersificai;iori. rrieght red,l:-ce i¡'s64f,¿inty' iiÎheehoper of the farmer is

th.ar, Li the -ceiurn of one prod.u-c-l; is I-ow, the retu::n from *rother wíll

be big.Je vrhen the ,,eggs are nct al] in one basketr-""z5 i-Iowever, it

musi be rerneinbere.C" that diversificaiion ma¡r 
"1*o 

have a^'r ugstabil-izin3

effect or negative effect on prod-uction and- on j-ncome r.l'Ìren 'r',rrong coin-

binaticrrs of enterprises are fol-lov,¡ed-"

Ftex-ibility of production organtzation peÏníts the inùividual

to malee rerrj-sions and. s}:.ift resol'lltes from one prodnct to ihe next

aceardíng to cha:rges in e4rectaiion. Fl-exibility i-ncreases srith

d.j-r.ersifj-caiion, intensifica.ticn (varia.bilitv af irri:u-i applícaiir-oirs at

the íntensive margi"n.) a;rô the prcportion of variable costs relatj-ve to

rhe totai cost st::rrcture, It clecreases ',rith leilgth of prodr-rcticn

pe:riad- (i.e" caw**alf ope:l¿tion has a longe:: maturii:g pe::icd- tiea::

farrcning-hog enterprise) and- r¡¡i"th product special-iza.tron (d-*iry cows

vs åilÐ.l pu.ïpose beef coivs), Flexit:ility cf resouJ:ce LLse ma¿/ be im*

por-i;ant in fa-cn pi-aruríti,g. It ca.rr also be arrived- at by inveniorl'

rnarragement or cllop sto::ing 
"'¡here 

income stabilizaiion can be

?^5 LI-*u.dy, -gF*-q-lå 
pp, 510"



:zbo-

naintainecl Ì:¡r stc:cing feed" greiir or hay in 'good" years to feetl' livestock

in poo:: cllop years'

The si;o:cing of feeù anÔ ha;,- is a forrn of self insu:aJrce in that

nrnrfirer;ioir is r.'eaÏed- iO a mean r¡ith stOring of feed" tO coinplenen'; 1Oç
yÀvs*vs¿v¡r ;P ov

productivity" The pi;.rpose of stori o8 ís to avoic, pu-rchasing of feed.s

wheit ccsts a.ïe hígh and- drfíicul-t to obtain"

Ilov'reve::, this fled-bility in ma-tag'entent j-nventory night have sorue

severe linitatíons especially if the tj-ne incid-ence ÛÏ pcor cTops oÏ

price conùition is sach that lc'ng period-s of excessive invento::ies rnay

be requi-red- for j-nùi-vid,u¿I fa^:r¡rs to rernain solrreni'

cash reser-ves aay also pernit mo::e íl-exibility cf p'l an anc'

shifting of ::esolr:rces from one ,Ðïoduct to the other" IIcvever, it is

often very ùì-fficuli to roaintain cash r'eseïvese especiall;' t'hen a farmer

iras a. snall íarn, and. requires all- the crpiial- to rnaint¿rin Ìiis l-evel of

living,

Á-nother precaution used- by fa;r:mers to ascerta^in a minim:m profii

ís to ùiscor::r.t or sub-b::act a safety nargin on proc'l-uction iirputs to re*

d"uce ia:rge josseso liscounting oÏ safet¡r margins are mainly used- in

establishing ti're amou:tt of resources to r-rse in prcôu-cing a cert'aín

product"

Ïn Sene:ral-, lncs'r i:r-¡ui ::eccti'ilrerrd:l''cj-cns ;t::e -t:aserJ' oll iL'r/Çr€''¡*c

e:;peci;e,j;¡ieics- The;r c.ì-c noi a;ttic:-pei;e y¿zrta.¡ícn j-¡-.;'iel-ùs, r;hicn n;¡J

be -,.ealizeci j-n rrú¡ sitlgle:fea:, Ìio:r exa;npJ-e, -i;ne niådlr¡ì c'r-i..:-'v€ {ç::odLr*r-clici:L

f-r-mc'iic.n,\ i:i C,i-a¿r.'a;ir i2 ::ep-.r:e',5enLs fl¿e e,velåi5-e ÏcÉponse 'ì;o yi-ei'å irrc¡-'eases

b;r ¿pp|;rj-i:¿ va,:'-.i-o,;s ::¿'Les cf fe:r:iil-j-.zet" T-lle Íi:;-te3 ';o -ctei-c:r-i; c-rcessí-''e

ir:ss na.t¡ seiec.'; i:c ltt,se l:is fer;iiize:: .t¡irl-ic.::*i')íi 0i! ì;ne l*lre-i' r:'tti:'I1z so
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+

o11t

out

(Jêþ

of 10 yrs"

of 10 Yrs"

of 10 Yrs.
YieIds

nâ7
-È,v-

aeSe

trnits of FertÍlizer

ÐIAGRÀ&{Ié'IIC Pn-flSE}i1ÄTIOi{ O}- Så-þ''i11 ìirUìGIN

Fi$ue 12

that by choosfng the Lower survee the possible error is rerluced" Other

possible øaðrs are to d-iseowrt yield.su to subtract a safety margin from

good. yearse or select the a.rnount of fertilizer that will give hin the

highest profit in the average year. In this casee the possible error

is snaller as il¡¡strated. by the spread. between ctlrves in d-ia6ram 12 as

you move to the left'

Sunmary

Fa,rmers have nargr d.ifferent ways of protecting themselves against

uncertainty" fhese method.s have been su¡rnarized. und"er two nain heaôingeu

fornal and. infornal insurance schemesu vhich may be used. in order to

mj-nin'iøe lossee a,nd. proúlrce optinum profits und-er wrcertainty'
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FOCITI{OTE 10 TABI,E

I.
In the faJ-l of L967 u farmers rrere asked. to scale thenselves as to

risk attitud-e and- incorne aspirationso

Two questions were asiced". Farmers rçere scaled. by the self-rating

scal-e,

(a) Uow- d.o you rate yourself as a risk-taker?

-FLl ¡i1L Àverier TTnrri I I'ina
Risk
Ta,ker

/. \ -...
t ll I 'ü/iiar l.eve-L OI net farn incor¡re

lTilring
it-,sk
Ta^lcer

,oT'e vr.)ìl a.i rnì nc' fo:r:?

?.isk
Seelcer

nêT 1rêâYr

They were asked.These quesiions

raaínly for comparative

v¿ere not used- in the a:ralysis"

pu.rposes@
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TABI,E IIÏT
Bé.TT]S OF ESTATE TÅ.K

Äggregate Ta:eable
Value

Under $5e000.

$i 5e0oo-
10r 000-
15 e 000-
20 e 000*
40,000*
60u ooo-

100,000-
150,000-
200,000-
275\AOC-
350, 000-
450,000-
550, 000*
650,00û*
'750,000-
850 e 000-
950,000-

I,100,000*
11 500,000-
1,550r000-
1,800e 000*
2rû00'000 or

o oooJ9 J././
I il OOOL+9 -/ -/ ./
't o oooL./ I -/./ J
?o ooq.1J? JJ./qo ooo
JJ9.///
oo ooo
)./9 J./J

'r ¡o oooL+J9././/
r oo oooL./ J 9 J / J

tTA.qqqÇla2/¿¿
z/o. qqq
J-Jv ///
r,10 oQo+4./9./JJ
Ãro ooqJ"1/ I ./ -/./
649,999
7ro ooQ
I '+"/ I ./ -/ ./
Ê.ro aoq
"aJ t ./,/ J
q/q- qqq
Ja/, /¿/

ì aloo oooL9 v J J 9 ./ / /
1 ?oo ooqL9uJ./?.//J
"1 Ã/A OOOL9 J.l./9 /JJ
1 700 00QL9 |./)'./././
1 000 00qL9 / -/./ t ././ /

nore

LA/, of a,ggregate taxable valu-e

5OO + L7/, aî a¡or:rrt over {} 5e000
r,ioo + l{?L of anorrrrt over 10,000
IuE00 + L6it" of airount over ]5e000
2,6A0 + L'ði'L of a¡irouni over 201000
e .zOo + ZUli of a-nount over 40,000

IO;2OO + 22/" of a¡rount over 60,000
19"000 + 24/" of a'nount o-¿*er 100,000
¡i,oOO+ 261/" af arnor:nt over t50s000
i¿.ooo + 2'ßíL of anount over 200,000
ei,OOO + \ry/: of a.mount over 2751OAO

t7;500 + 1z:¡!, of a¡nor:nt over 150'000
119,50C + \L,f, of ainount over 450'000
L51.5OO + 16/: of a¡nourrt over 550'O0O
ßg'rioo r i¡Bf: of a:rount" ove:: 6501000

22:l,5AO + 4U/" of a¡rou¡rt over ?50'000
2-6?"500 + 42/, of amouat over B50r00O

ZOq.lOO + Ai"/, of a'nor.rnt over 950'000
211'.zao * Ãe'/" of amount over letrOo'OOO

tàl'"soa * le% of a"mcru¡-t over 1,500'OO0
>ai',io} + 5};pi" of a:¡:rou¡t over t'550'000
7L2,5OO + 54, of amount over IeB00t000
016;500 + 5ML of amor:nt over 2,000,000

FOOTI{OIE TO TABÏ,8
ESTATE TAK

BÅSIC EXH,îPTIOI.I

A basic exenption of li OrOOO" is allowed i.Tl eonputing the

Âggregate Taxable Value of arty esiafe"

SURVIVOE EXEI"J|PTI OTiiS

For the purpose of su¡vivor exenptions, a ìlchild-î', of a d.eceased-

person includ.es fnan illegitimate ch:itd- of tirat persoÏ1e a:t ind-ivj-dual

aôopted. eiiher l-egalþ or in fact by that person v¿Ì:-il-e such ind'iviclual

was r¡nder tvrenty-one years of a5e and an inùividu¿,I of l¿hom, either
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legally or in Íactu that person had., or i¡uneùiaiely before such

ind"ivid-ual- attained- turenty*one years of age ùid. have, the cu'stody and

co$troltüo The tern sriTrf"Írrntt as applied. to children over age 2l and to

a wid.ovrer mea$s trarqr mental or pl¡rsical infirmity rend-ering that person

incapable ordj-narily of pursuing alry substa¡rtialþ gainful occupation.0r

If the d-eceased- is sr:rvived. by a wid"oyr there nay be dedacted", in

add.iiion to the basic exernption of ${0u000. a survivor exemption of

$}20e000" plus $10u000" for each clt-i-ld. und.er age 2l or anJr a6e if wholly

d-epend.ent upon the deceased or the spouse of the d.eceased.r or bothr be-

cause of infirnity" lilnen a d.eceaserl v¡ife is srirvived" by a¡r infirm rv-j"d-ov"er

and. a child. or children und-er age 21 or aJry age if vrholly depend-ent be-

cause of infirmityu ihere may be deducted-u in ad.d.ition to the basic

exemption, a survivor exemption of $20e000" ¡rlus $101000. for each chi-l-d-

u¡d-er a'ge 2L or aïJ¡ age if wholly d-epend.ent becamse of infirnúty" It is

to be noted" that where ihe deceasecl is survived- by an infirn wid"ower but

there are no surviving children und.er a3e 2L or v,rholly dependent be-

callse of infinuity, no survivor exemptÍon is allowable, Also, no srrrvivor

exerupfion ís allowable in respect of a rvídoï¡er or sr:rviving children if

the surr¡iving wid.ower is not infirmo

llhere there is no surviv"ing wife or husband.u an exeinptj-on of

$$l-5r000" may be clai¡red- for each survi-¡ing ehild- und.er age 2L or arÐr

age if wholþ d^epend-eat because of infirm:ity"

There are special exemptíons allowabfe if the death of the

d-eceased. rsas attributable to war services. Enquire at the District

Taxation 0ffice for d"etails.

SOIIRCI - Income Tax Guid.e 1961 a¡'d. 1965,



T;LBLE i.JV

IETAILE¡ I''ETHO¡ OF CÂLCULATTNG I¡ICO]"IE Té-å IN 1961

F"ÀDERåL ITICO]'TE TAX OJ{ TAT"åBIÆ INCOìIE

The 'iFed-eral lilcome Ta:e on taxable incomet{ is to be calcufated-

by using the ,t1!61 Ra'i;es of Federal Incorne Taxtr bel-or,"¡" These rates

includ-e the Otd- t\ge Secr:rity Tax'

L96L naæs of Federal Incone Tax

'Iaxable
Incoiire

¡i f,000. or less
1, 000 "
2e 000,
J,000 "
41000"
6, ooo.
Be 000"

l0? oo0"
t-2,000,
15, 000 "
25,AOO"
40,000,
60, o0o"
90,0oo"

125, 000 "
225\OAO"
400,000"

m-i,
LM

L41L

{å I'10" + LliL on next ti 1,000"
1l-0" + 20,"/o on next l-,000"
5lO, + Lffo on. nexi; 1,000*
7OO. + 2{o on next 2,0Û0"

1e140" + 26?L on nexb 2,000"
L,56A" + 1q" on next 2,0c0.
2,26A" + 15ii" on nerL 2'000"
21960" + \Cl¡b on i:ext J,000.
4rL6O" + 45iL on next 100000'
8, 660. -r 5A/" on next 15, 000 "

I6rL6o" + 551'L olt nen'r; 20'ooo"
27u160" + 6crþ on nexb 10'000"
45,L60" + 6rui", on next 55,000"
67,9IA" + 7q" on next 100,000"

Lr]rgLO" + 75'/L on nexi U5'000.
269,L6O" + 8q" on re¡raind-er

Taxable Income {}....
0n the first !}-
0n remain:ii:,g ii. . . "

FEIãF'AI Income Tax on

&[Å]G CALCUIÀTIO}ü IIERE

taxable inconte* Ji

")i Enter this amou:lt on the corres irs line on the return.

TAX A}II]f;TI\JENTS

this l_ine is ;orovid-ed- for use rqhen ad"d.ing to your tax such
(") 

" 
poriion of a d-epend-entts ittcone, as expla"ined- in the

forn.
(f:) ttre a.uo"¿irt of Fa.raily A1]o',"rances or Far-irily Assistance as

items as;
incone iax

explained
earl Íer under iien 12"

(c) ttre a¡roirnt payable ia respect of certain hmp sur pa¡'ments"
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TABTJE I,¡V

IETAILEÐ l'liETHOI 0F CATCULÀTING l-i{C0i\nri TAX. IN 1965

FEDmAt II'ICO].,lE ftuX 0IÙ TÁ=v'ntsLE IIICOÞ'IE

The rlFed.eral- Incone Tax on ta,xable incorner! is to be calcufated- by

åäi"e- ¿;"-;;t9à5 Bates of Federal Incone Taxrr belotr' These rates do

not includ-e the 01d- age secr.:rity Tax for v'¡hich all ta4pa"yers are

liable a¡rd such tax :riust, therefore, be calculated- separately"

1965 RÀTES CIF FEDffi.ÃL TNCOJ''E TÀX

Taxable
Ttlcotne Tax

{i t,OOO" or less
l-,000"
2,000.
J r 000"
4e 000.
6, ooo'
8, 000,

10,000.
12,000"
15 e 000,
25 e Û00.
4.te 000.
60,0oo.
90,000"

125, 000 "
225\AOO"
400,000"

Lry',
LLA. + L4'/,
250, + L|'i"
420" + LYi"

6ra" + 24.
l,050" + 26/å
L,57,A" + \Cf/,
2,L7o" * i5i1.l
2rE7O" + QVJo

4,070" + 457"
8u5?0" + 5V/Z

16,070" + 55i':
2i,A7o" + 5a/;

45,A70, o e5"i:
67,920" + TV/?

I57 ?82O, -F 7'fþ
2691070, + BolL

on rrext

remainåer

Iii 1, ooo"
le 000 "
l_? o0o"
2,000.
2, 000 "
2e 0oo.
2, 000 "
5,000.

10,000"
15r0o0"
20e 000,
J0,000'
J5, o0o.

l-00, 000 "
r75, 000 "

t!

nI

r{

iq

0{

rll

$t

t{

o11

Taxabl-e Income $Ë. " . "

0n the first
lln rom q 'í n i rts (T
U¿l !94GÁ¿¿¿i fle"aoodêoèoÞé

f'EIffi"AL lnco¡le Tax on

*Enter tlii-s anorult of

}LA](E TAIfl]LATIOi'i TffiBA

fax is f$..."
Tax at--- 

-Ji' 
i" fi-

ta^y-able incorneìi {$-
the correspond"ing line on the retrrrn"

'IAX ,|{}JUSTI'ilT}ITS

This line is provid-ed- for use when add-in6 to your tax such items ass

E"l-"ì;;tt;n of d.epend-entss income, as eqrlained ín the note at the

botton of Page 2 of the return;
(o) tne anount oi f"rity Allo.o,¡ances or Fa¡nily AssistaJ'rce as expla-ined-

earlier und.er item 12q
(c) tne amount pa¡,able in respect oí ce_rtain lu:rrp s1]Jtr payments

described. eerlier r¿rrö"er Llem 2"

ContinueÔ



IAT"A.ILIII l,iITlIOI 0F r.jAtCULrtTIlTG INCOI'IE T"Aj{ Il'I 1965

}TVI}ENI] TÂÃ CRE}IT

trf ¡.6¿a íncome incl-uåes d-j"vid.end-s from urtaxable Canad.iaci

corporationsrr yru are entitl-ed. to a divid.end- tax cred-it" The a-mount

of this cred.it is 2A/" of the NET d-ivid-end.s írora such corporationso
f tti¡¡gltt meâras p*ross d.ivid.end-s received- or allocated. irlinus a:gr d-ed.uctíons
therefrom such as d-ep1-etion and- carrying charges)" However, 'hhe anourrt
of this cred-it rcay not exceed the ûtÎota] Income 'Iaxr0.

FEIæ,AL ABÉ.rEi.,,1glw *

(A) afatement for Provincial Taxes : This abatement is applicable to
all ind.iviùual-s rvho are l-iable for provincial inco¡re tax - that isr all
indjriduals who resíd"eà in one of the ten provinces of Canada of ]Ist
Iec" L965" (fire futon Territory and ltTorthwest Territories are not
t,provincest{)" fhis abatement, based on the province !n v¡hich you re-
sid-eù of ]lst }ec, L965t is at the follouing ra'tese

(a) aff provinces other ihan Quebec * ZLiL of the ítBasic Taãs0,

(i:) quebea * 441/" of the t'Basic 1a^lcÊ0. (Îhe rate oÍ abatement
fa:: persons resident ín O,uebec reflects the ùiíference in
shared*cost prog:ra:rs a^nd schooling al-lotrances).

(b) f-965 Tax Re¿u.ction - This abatenqent ::efl-ects the general tax
red.uction for the L965 taxaticn year and- is applicable to all índ.ir¡id-*
uals, regard-less of resídence, The amount of ttris red-uction Ls J/, at
the fi3asic Tas'r or {$i00r v¡hichever j-s less"

OT"N AGE SECIIRITY TAX

All ta:æayers are subject to the Old Age Secr:rity Tax v¡hi"ch is
!/å oî nTaxable Inco;neûr or $120, rïhichever is }ess"

FB.OVTJ{CIÅ,L TÁ PêJA3-[.,8

Each of the 10 provinces l-erries a provincia'l income tar, pro*
vincial inco¡:le iax and., v;ith the exception of the íncone tax }evied. b;;
the Province of Queìrec, this tax is to be conrputeC" and- paid. in conjtrnc*
tion with the fed.eratr ipcorne tax"

As the Frovince of Quebec coLlects its ow-n income taxo prorrin-
cial incoue tax levied. hy that province mr.rst not be ad.ded. to the Fed-eral
lax calcu-lated. on this retu::n"

Persoy;s resid.ent in tl:e Yrrkcn Terriiory or i'Iorth.¡,;'est Te:rritories
on Jlst |ec" L965, a¡'e lot subject to,crovincial- income tax a.itå sinil-ariy
are not entitted. to the Federal "àbatemeni; for Prcvi-ncial Taxes.

Provincía-l income ta:r, based cn the province in which you resided.
on jl.si l)ec. I965u is payabJ-e et the follor¡ine ra.tese
(a) iüewfound.lanå, Prince Edv¡arci Island, Nova Seotiau ltrew Brr-:rrswicli,
Ontario, .ålberta and- British Coluirbra * ZY¡i of the er3asic Ta;{'n,

{t ) ltanitoba * 26"¡â at the nitsasic Taïfi 7

{e) ,Saskatchewai'r * 2'f,/" oi the rtBasj-c Ts.riqr"
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