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INTRODUCTION
When I was given the title of this presentation, my first thought went to the old song, “How Ya Gonna Keep ‘Em Down on the Farm, After They’ve Seen Broadway.”  As I got a little more serious and began to put my thoughts on paper relative to what I needed to say that would be of some value and worth your time to sit and listen, I still had the same thoughts--only Broadway took on a little expansive meaning, referring to all the rest of the world out there and the opportunities that are available for our young folks to consider.

As we examine this issue, we are going to take a couple of steps.  First, I think it’s important for us to look at the economic issues facing our agricultural industry from a national perspective.  Even that broad a view, however, may be a little too restrictive because of the global environment in which our agricultural industry operates.  Next, I want to spend a few minutes talking about a major problem that is being faced by many of the rural areas of our country and mention a possible solution that has been proposed that might help solve some of the problems associated with individuals not wanting to stay on the farm.  Next, I would like to remind you of some of the very important programs that we have which are designed to instill an understanding of and appreciation for our agricultural industry.  In my final section, I want to talk to you a little about the students in our College of Agriculture at Auburn University and let you get some idea of what they plan to do as they enter the real world.


BASIC AGRICULTURAL ECONOMICS
As we look at the reasons for an individual wanting to stay down on the farm, we see many factors that might come into play.  Some of the most prominent are:

· love for the slow and easy-going life style

· love for the out-of-doors

· love of watching things grow

· love of working with animals

· love for the people in the agricultural industry

· love for the independence of working for one’s self

· love for the qualities of the small community

· farmers are well-respected, “salt of the earth” type folks

· etc.

When we look at all these justifications for being out on the farm, it might be difficult to understand why a large portion of our population is not still farming today.  After all, what better life could there be?  With all these factors pulling us to the farm, why are we sitting here rather than being out on the tractor or working with our cattle?

In answering these questions, we must look at some other goals and desires that we might have as we prepare for and look to our future.  Some of these might be:

· earn a good living so that our families can have all that they want and need

· have financial security so that we don’t have to work all our lives

· have sufficient resources so that we may enjoy some of the “finer” things of life

· ensure that our children have access to a quality education so they don’t have to work as hard as we did on the farm

· have time to play

· have enough resources so that we can provide for others

· etc.

These latter goals and desires sometimes conflict with the goals and desires that would keep us on the farm.  When we look at these conflicts, we begin to realize the importance of some of the basic foundations that we learned in elementary courses of economics and finance.   Basically, it comes down to the fact that, if we want to have things, then income is a necessity.  

A view of some national household income data for farmer families and for all families  will serve to illustrate the conflict that exists for many individuals when it comes to deciding whether to farm or pursue some other occupation.  Let’s look at the data presented in Table 1 and illustrated on Figure 1.  Over the years from 1992 through 2000, we can see that average Farm Income to Households ranged from a low of $2,598 in 2000 to a high of $7,906 in 1996.  In addition to these incomes being very low, the levels of earnings were highly variable over the period.  When we compare these values to average U.S. Household Income, we see a significant difference.  Average Household Income for the population ranged from a low of $38,840 in 1992 to a high of $56,604 in 1999.  Even with a very strong love for the agrarian way of live, it would be difficult for an ambitious and intelligent young man or woman to be satisfied with the difference in earnings potential.

Many farm households depend heavily on off-farm earnings to help provide the needed financial resources.  When these earnings are added to the picture, it makes the financial outlook appear to be much brighter for the farm household.  In fact, the total income of the farm households exceeds that of all households in six of the nine years that are presented.


MAJOR PROBLEM IN RURAL AREAS
The data given above show that the likelihood that some individuals will stay on the farm is increased if the potential for off-farm earnings is present.  In many areas of our country, however, the alternatives for off-farm employment are not readily available.  As a result, there may tend to be an exodus of the young population as they seek other more economically rewarding careers.

The map displayed in Figure 2 shows the non metropolitan areas of our country that have experienced ten percent or more out-migration over the past two decades.  The obvious concentration lies in the heartland of the country from North and South Dakota and down through West Texas.  As we look more closely at the map, however, we also see that we have counties here in Alabama that have experienced similar problems.  These are highlighted on Figure 3.

What factors do we see that are a constant in the counties that have experienced out-migration?  The following are typically present:

· primarily an agricultural-based economy

· little or no industrial activity in the surrounding area

· no presence of a major city to provide other employment opportunities

What future do we see for these areas?  It appears to be very dim.  Once out-migration from a given area begins, the cycle will typically continue until the area completely dies.  The flow illustrated in Figure 4 demonstrates what usually happens.

The initial loss and lack of jobs in the farm economy starts the first wave of population loss--especially among skilled workers and youth who might have other options.  The loss of these productive individuals increases the average age of the remaining population, deaths begin to exceed births and the local population grows even smaller.

With a decline in consumers and an associated smaller tax base, key government, business, social and religious functions become unviable.  Services are either consolidated or done away with.  Both public and private investment decreases causing a further loss in jobs and creating increased pressure for productive human resources to leave.

Why should we, here in Alabama, worry about such problems?  We only have twelve counties who have experienced such problems and they represent only a small portion of our total population.  Are these few counties the dead canary in the coal mine?  Are they the predictor of future problems?

The intense pressure that is already being felt in the heartland of our country has prompted Senator Byron Dorgan, a Democrat from North Dakota, and Senator Chuck Hagel, a Republican from Nebraska, to cosponsor a bill (S 1860) titled The New Homestead Economic Opportunity Act.  This bill, which is currently still in committee, is patterned after the Homestead Act of 1862 and is designed to create government incentives to reverse the migration out of rural America and to hopefully get more highly productive people back on the farm and in the rural communities.

The basic provisions of S 1860 are as follows:

1. New Homestead Opportunities for individuals who locate in high out‑migration counties*

· Forgive up to 50% of college loans for recent grads who live and work there for 5 years (maximum of $15,000) 

· Provide $5,000 tax credit for the home purchases of individuals who locate there for 5 years (or 10% of purchase price, whichever is lower)

· Protect home values by allowing losses in home value to be deducted from federal income taxes 

· Establish Individual Homestead Accounts to help build savings and increase access to credit 

--
individuals can contribute a maximum of $2,500 per year for up to 5 years

--
government can provide a match of 25‑100% (depending on income) 

--
tax and penalty‑free distributions can be made after 5 years for small business loans, education expenses, first‑time home purchases, and unreimbursed medical expenses 

--
accounts can grow tax-free and all funds are available for withdrawal upon retirement 

2.  New Incentives for Businesses to expand or locate in high out‑migration areas

· Create Rural Investment Tax Credits to target investments in high out‑migration counties 

--
states receive $1 million of these credits per high out‑migration county 

--
they allocate these credits to businesses that move to or expand there

--
businesses use these credits to offset the cost of newly constructed or existing buildings 

--
over a 10‑year period, businesses can use these credits to reduce their taxes by as much as 80% of their total investment

· Accelerate depreciation for equipment purchases tied to Rural Investment Tax Credit projects 

3. New Homestead Venture Capital Fund to promote business development in high out‑migration areas

· Establish $3 billion venture capital fund to invest in businesses in high out‑migration counties

--
the fund can guarantee up to 40% of private investments in existing business and start‑ups, and up to 60% of such investments in manufacturing or high‑technology ventures 

--
the fund can take equity positions and extend credit to other approved entities 

--
it can provide technical assistance to potential applicants 

--
the federal government would invest $200 million per year for 10 years 

--
states and private investors would be required to provide yearly match of $50 million each

The bill is being supported by senators from Georgia, Illinois, Kansas, Minnesota, Montana, South Dakota and Wyoming.  I talked with aides in the offices of both Senator Shelby and Senator Sessions and found that they were aware of the Bill, but had not taken an official stand.  One concern that was voiced was the potential cost.


CURRENT VALUABLE PROGRAMS
Several programs are currently in place that serve to increase interest in, an understanding of and an appreciation for our agricultural industry.  These are the FFA, 4-H, Ag in the Classroom and the Farm-City Week programs.  It is an absolutely necessary that these programs be continued and emphasis increased so that more of our population will gain a better understanding of our agricultural industry and the problems that the production sector faces.  If current trends continue, then our population may not be able to continue to enjoy the relatively inexpensive and abundant food and fiber supply that we have today. 

I just returned from the 75th National FFA Convention.  More than 51,000 young folks congregated in Louisville to celebrate the strength and vitality of that organization.  Those who are worried about the future of our country need to attend such an event to see how energetic and capable many of these future leaders are.  

While at the convention, I had the honor of judging the National Public Speaking Contest.  The backgrounds of the speakers and the topics of their presentations clearly revealed the diversity of our population.  Several of the speeches that I judged came from students who were enrolled in city high schools, making me feel very good that the leadership programs of the FFA are being extended to this portion of our population.  In addition, these students who very likely have no real contact with a farm are learning more about our agricultural industry.

Programs in 4-H are also celebrating a milestone in their life with the presence of the 100th anniversary.  They are following a similar trend with many non-farm students participating and learning more about food and fiber production.

As I judged the FFA public speaking contest in Louisville two weeks ago, the topic of one of the papers was the value of the Ag in the Classroom Program and how it serves to educate many non-farm folks about agriculture.  This USDA coordinated program, which began on a national basis in 1981 and was formally established in Alabama in 1987 has the primary goal of helping students gain a greater awareness of the role of agriculture in the economy and society so that they may become citizens who support wise agricultural policies.  Through the program’s provision of classroom materials for K-12, teachers are better able to teach their students about agriculture even if the teachers themselves have little or no agricultural knowledge.

Certainly, Farm-City activities serve to increase overall awareness and cooperative activities between the farm and non-farm population.  Increased communication and understanding should help to create a more positive environment for both segments of the economy.  


AUBURN UNIVERSITY COA STUDENTS
I continually tell our students that they are the best kept secrets around and that they certainly qualify as the “cream of the crop.”  We continue to do everything that we can to recruit the best and brightest, provide them with a quality education and then ensure that the job market knows that they are available so that these outstanding young folks will be able to reap the rewards of their hard work.

If you look at the data presented in Table 2 and illustrated in Figure 5, you can clearly see how our numbers have changed since 1990.  We have shown gradual increase over the years and for the past two years have, been able to admit more than our target goals.  For example, for this current Fall Semester, we said that an additional 145 students would be a reasonable increase.  We actually enrolled 178 new freshmen.

The data also show how enrollments in various areas of study have changed over the years.  The numbers clearly reveal that the departments of Horticulture and Animal Science are our largest.  Animal Sciences is our largest department with many of those students being Pre-Vet Majors.  Typically these students enjoy a very high acceptance rate in our College of Veterinary Medicine with over half of the entering veterinary students coming from that department in recent years.  Our second largest department is Horticulture.  Dr. Harry Ponder and the other excellent faculty in that department do a great job with their students and for the past few years each student has received multiple job offers. 

As we look at where our students go after graduation, we gain some understanding from  the exit questionnaire completed by all graduating seniors.  Data for the graduates over the past ten years are summarized in Table 3. 

It’s obvious from these data that our students go in many directions.  In answering the question of “How Ya Gonna Keep ‘Em Down on the Farm?” you see that very few of our students are going in that direction--only 4.97 percent for the total of our graduates.  If we apply that number to all Auburn University students, that’s only 0.2 percent of the total.   Even though only a small number are returning to the farm, it is interesting and very important to note that a significantly larger number of those who are gainfully employed upon graduation have jobs in the agricultural industry--agribusiness or governmental jobs related to agriculture.  We need to also realize that many of those who reported that they are going to professional school are entering the study of veterinary medicine and could possibly be related to our agricultural industry.


SUMMARY
How Ya Gonna Keep ‘Em Down on the Farm?  That’s a tough question to answer and I know that I haven’t answered it today.  From my observations, however, there are some facts that are important as we look toward the future.

· Economic issues and incentives are a key factor that will keep people in the agricultural industry.  There must be jobs off the farm that will help the farm family enhance and add stability to their income.

· Federal assistance might be necessary to solve long-run problems associated with the decline in predominantly rural areas.  The Dorgan and Hagel Homestead Economic Opportunity Act may provide the type of help that is needed.

· We must continue to emphasize the importance of programs in our public schools, our communities and our cities that help bring a better understanding of the industry of agriculture.

· We must continue to recruit highly capable students from rural areas into our colleges of agriculture.  In order to do this, we must continually show them that there are profitable opportunities available in the industry.

· We must continue to educate our students relative to the tools and techniques of modern agriculture so that they will be able to lead our industry in the future.

