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FARM CREDIT SERVICES AVAIIABLE TO FARMERS IN
THE SERVICE AREA OF JAMESTOWN HIGH SCHOOL, MISSOURI

Introduction

The increased capital investment required to start in modern farming
has intensified the need of farm credit. Most farmers just starting to
farm and many of those already operating farms find it necessary to use
credit to finance the purchase of real estate, feed, seed, livestock, and
equipment required in the farming business. Most authorities agree that
credit used for a sound, constructive purpose is a good tool, but when in
the hands of inexperienced persons it can be a dangerous one.

Most farmers begin by using credit, but the wise use of credit is not
the same as the efficient management of land, livestock, and machinery.
Many young farmers fail to realize that the only way credit can be helpful
is to use it in a way that will insure an income which is more than the
amount of the loan and its costs. To do this requires a great amount of
planning by all members of the family and selection of credit which will
meet their special needs. However, if a farmer and his family have learned
to manage a farm and home efficiently, they have the basic understanding
necessary for the wise use of credit.

There is at the present time, in almost every farming community some
kind of educational agency ready to serve farm people in helping them get
established in farming. Some of the agencies which offer help in securing
farm credit, as well as farm and home management, include vocational agri-

culture programs of the local schools, veterans on-the-farm training pro-



grams, county extension services, and vocational home economic programs of
the local schools. Through these educational agencies farmers are gradually
becoming better acquainted with the policies and practices of the various
lending agencies. Studies such as this indicate there is still a great need
for further training in farm credit. In the past more stress has been
placed on the efficient management of livestock and crop enterprises. With
credit occupying an important part in the operation of our modern farms and
in selling farm products, it would seem that it should receive as careful
consideration in the teaching programs as any of the enterprises in live-
stock, crop production, or farm management.

Most students of vocational agriculture in reality are using credit in
some form for carrying out their supervised farming programs. Even when a
boy secures his first animal there is usually an agreement which, in effect,
is an extension of credit. This agreement can be recorded through legal
credit instruments that will provide experience and stimulate study in the
phase of production that has to do with credit. "Learning to do by doing"
is just as sound a principle on the business side of farming as for growing
crops and livestock.

The shift of agriculture from the self-sustaining farm unit with small
cash income and expense of only a few years ago, to a commercial farm busi-
ness with much larger cash incomes and expenses, requires a better knowledge
of farm credit. A modern commercial farm business has more need of farm
credit than the self-sustaining farm of our fathers. Due to the increased
investment in machinery and equipment on the average farm in recent years,
farmers cannot hold their farms®as long in a period of falling prices as
they once could. This, with the peculiar characteristics of farming, has
made it necessary for the organization of our present Farm Credit Adminis-

tration.



©ne of the characteristies which cause farmers to have special credit
needs is the cyclical return of the secasons coabined with the life cycles
of crops and animals.® The length of time to harvest, and the developing
period for livestock are largely fixed for the farmer. Once a farmer
‘starts an enterprise he has to wait for its maturity period, which in the
case jo‘f livestock or drchards may be years in the fubure before any return
can be realized.

The slow turnover on his investment is another characteristic of farm-
ing which reguires a different kind of credit from that of commercial and

indugtrial.?

S8ince land has come into such great demand, the price of it
has x%-aised to a high valué relative o its return. PFaruers are desperately
txying to meet the production requirements brought asbout by the chaos found
in the world today. With the advancement of modern machinery it is possible
for a farmer to efficiently handle several bimes as much land as he did
only a few years ago. The result is that land is in much more demand.

i.l&.m)*islrxer characteristic of farming which requires special credit needs
is the highly speculative aspect of i_t.j The production is dependent on
weather, disease and insect pests, and the market for the product. Only
through a kmowledge of the policles and practices of the various lending
agencios can the farmer be assured that he will be dealt with fairly ..in the
event of a crop failure.

Because farming is mostly composed of small units, the kind of credib

needed will vary with the type of .farming.b' The size in acres will vary

11"'% Credit Administration, Circular E-26. Farmers Need Special
Credit Facilities, U. S. Printing 0ffice 1940, p. 3.

°Tbid., pe 17.
3Ibid., p. 5.
LLIhi.:’l., p. 8.



more than the size measured in number of persons employed on the farm. The
trend to larger acreages is inereasing in some parts of the country while

in others the smaller unit operated by part-time farmers is also increasing.

Purpose of the Study

All farmers some time or another need credit to purchase a farm, for
production purposes, or to make needed home improvements. The writer felt
that a more complete study of farm credit should be offered for high school
students, young farmer, and adult classes in agriculture. In selecting and
organizing teaching materials it is adviseble to becowe familiar with sources
of information and tc discover the needs of the community.

A study of farm credit in the Jamestown High School service area was
made for the following purposes: (1) to determine the sources of credit
available to farmers and to compare the fundamental characteristics, policies,
and practices of each lending agency; (2) to determine the use made of lend-
ing agencies by farmers, their preference of lending azencies in making
loans, and the advantages and disadvantages of the different lending agenc~
iesy and (3) to plan a unit of instruction on fara credit to meet the needs

of all-day students, young farmers, and adults.

Method gg Procedure

The data for this study was collected during the 195152 school term
by personally interviewing 50 farmers in the Jamestown High School service
area. Approximately 25 of the farmers were enrolled in the veterans on-the-
farm training program and 25 were enrolled either in adult classes in agri-
culture or were adult farmers in the county.

Information pertaining to the characteristics, policies, and practices

of the various lending agencies was obtained by personally interviewing



representatives of each lending agency in the cocunty. The interview, added
to the information obtained from sowrces found in the bibliocgraphy, was
adequate for the purposes of this study.

Some farmers are reluctant bo discuss financial matters with persons:
other than those affiliated with lending agencies. The writer planned the
queshionnaire so that ﬁc specific mention of money or names were gZiven.
Personal contact with the farmers eliminated error and gave an assurance of
the desired information. |

It is felt that the conditions which were found to exist in the service
area surveyed are typical of conditions whicﬁ you would expect to find in
other areas of Missouri. The questionnaires which were uséd‘in the survey

are found in the following six pages.



FARM CREDIT QUESTIONHALIE

{(To be secured from farmsrs
throngh personal conbact)

I, CENERAL IRFCRUATION

1, Hane

2. Address

3. Do you know the lending policles and practices of the various
lending agenciss in Bhls county?

IT. VARIOUS HEASOHS FOR BORROVING HONEY
1. Production purposes. (Check thoss wiich are applicable.)

(a) ILivestock
(v) Seed

Feed

(d) Fertilizers
(e) Others

2. Buying land.

{a) ILand added to farm
(b) Buy oub heirs
(c) Others

]

3. Machinery and equipaent.

- {(8) Tractor

{(b) Combine

(¢) Haybaler

(d) working tcols
{e)} Others

]

e Farm and homes improvements.

(a) Fences
(v) Barn
{c) Hay shed
(d) CGarage
(e) Chicken house
' (£) Home
{(g) Running water
. (h) Electricity
' {1) Home freeszer
— {3) Others

S« Other Reasons.

(2) Automobile
(b) Truck




III.

4.
I

SOURCES OF CREDIT

1. If you need money to buy a farm, from which of the following
lending agencies do you borrow? (Check only one.)

(a) Individuals

(b) Local Banks

(c¢) National Farm Loan Association

(d) Farmers Home Administration (If qualified for
the loan.)

2. Do you consider the lending agencies of this county sufficient
to meet the needs of farmers?

3+ Do you know where the local National Farm Loan Association
office is located?

L+ Do you know where the local Production Credit Association
office is located?

5. Where do you borrow money to operate your farming business
if you need a loan? (Check only one.)

(ai Individual

Local Bank
Merchant or dealer
(d; Production Credit Association

Farmers Home Administration
ADVANTAGES AND DISADVANTACES OF LENDING ACENCIES
l. Vhat do you consider the advantages and disadvantages of

(1) High interest

2; Not lenient and understanding
Inconvenience in obtaining loan

) Inconvenience in repaying the loan

5; Insecure and unreliable
May close you out in periods of distress




2.

3.

what do you consider the advantages and disadvantages of
borrowing from local banks? (Check those which are
applicable.)

A. Advantages

(1) Knows lender

(2) Convenience in obtaining loan
T (3) Convenience in repaying loan
(h) Cheaper interest

(5) Understanding and lenient

(6]

B. Disadvantages

(1) High interest

£2) Not lenient and understanding
3) Inconvenience on obtaining loan
Eh) Inconvenience in repaying loan
5) Insecure and umreliable

What do you consider the advantages and disadvantages of

slg Knows lender

Convenience in obtaining loan
(3) Convenience in repaying loan
(L) cCheaper interest

(3) Inconvenience in obtaining loan
) Inconvenience in repaying loan
) DNot lenient and understanding

) Insecure and unreliable

) Required to own stock

) Cost of appraisal




vhat do you consider the advantages and disadvantages of
borrowing from Production Credit Associations?

Ao Advanteses

¥nows lender

GConvenience in obbaining loans
Convenience in repaying |l
Cheaner interest
Tnderstanding and lenient

-

gmnership of stock required

Pt T Tapie Tt Wt W oaa
O po b
B Bt Pcs? Noat™ Sl Somi?

B. Disadvantazesn

High inberest

ot Familiar with souree
Inconvenience in obtaining loan
Incorwenience in repaying loan
Hobt leniend and understanding
Insecure and anreliiable
Ovmershipy of stoeck reguired

T T WL N e A T T

Y e

T

That do you conslder the advantages and disadvantages of
borrowing froa the Farmers Home Administration? (Check
thosc which are anplicable.)

tp

« Advanbages

{1) Hnows lender
~ (2} Couvenlence in obtaiming loans
, {3} Qonvenlence in repaving loans
" {li) GCheaper interesh
, {(5) Understanding and lenient
- {6} Provides supervision
{7} Reguires record keeping
Yhhers
Pe. Tisadvantaszes

(1) High interest
{2) Inconvenience in cbialning losn
{3} MNot familiar with source

fL) Inconvenience in renzying loan
{5} wobt lenient and understaading

T {6} Insscure and unreliable
{7} Provides supervigisn
{8) Fequires record keeping

4
c-J\-
o)
&
3
3
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V. 'REPAYMENT OF IOAHS

‘1. How would you prefer to repsy a loan secured to tuy a
' ferm? (Check only one.)

{a) prayment at end of term of loan
, {b) Epuel and regular installments or full
‘ amortization
, (c} Indefinite principal. payments

(d) Use of renewed short term loans

VI. SUPERVISION OF IODANS

1. Do you thirk it would be of any value for a lending agency
t0 have available a farm loan specialist, trained in farm
management, with whom the borrower could talk over the use

£ borroved funds? ‘

2. Do you ask for advice from others on financial matters, such
as borrowing money and making investments?
If s0, from whom do you seek advice?




FARY CREDIT QUESTIONNAIRE
{To e secured from lending agencies
through personal conbact.)
I. CEHERAL THFORUATION

1. Name of lending agency or individual

2. Address

II. TIFE OF LOAHS ¥ADE

1. Do you make shori~term loans?

2. Do you make long~-term loans?

3. Purposes for which loans are made. (Check those waich are
applicable.)

To bay land for agricultural uses

To repair or construct bulldings

To buy equipzeat

To by fertiliszers

To buy livestock

To refinance indebitedinsss of the borrower
incurred for agricunltural purposes

e
S
]
S
s ———

P T TN T N

My D 20 e

i s Yoo s Sl Suseit

he that is your loan limit on long-term loans?

ITI. IWIEREST AND REPAYWENT OF LOAWS

1. ¥hat rate of interest is charged on short-tera loans?

B ]

2. That rate ol interest is charged on long~tern loans?

B a2 0T

3. Are the long~term loans amortised?
4o Vhat plan of repayment is generally useds

IV. COLIATERAL OR SECURITY REQUIREDR

j. That collateral is reguired on short-term loans?

2. ¥hat collatersl is required on long~term loans?

3. How are fareclosures disposed cf?




SOURCES OF CRUDIT

{Characteristics, Pelicies, and Practices)

National Farw Loan Association

The Federal Parm Loan Act of 1916, provided for a credii system
designed especially to meet the long-tern credibt needs of agriculture.
Before Congress passed this ach, farm nortysge loans were difficult do
obtain. Interest rates were high and the average teram of the loan was
three to five years.

In 1917 the Federal land banks were organized to relieve the farmers
whe were in need of farm norigage leans. The twelve Pederal land banks
and the national farm loan associatlions form a cooperative credit systen
through which farmers may obtain long~tera mortgage loans al low cost.

National farm losn asscciaﬁians are local organizations of faymers
which endorse notes of members to obbtain loans from the Federal land bankse.
The Federal land banks sell land bank bonds to the irnwesting public teo
cbtain their funds. Thsse bornds are secured by the morbgages which farmers
give as security for their loasms. The 1@0&1 natlonal farm loan association
sells shtock equal to § percent of his loan to each borrower. The associa-
tion then buys an egual amount of Federal land bank shock.

Any person who is farming or raising iivestock or is trying to become
engazed in farming or livestock operations is eligible to borrow threough the
national farm loan assoclations. Under ceritain conditlions livestock corpora-
tions may also be eligible.

Land bank loans may be made by farmers for one or more of the following
purpoges: (1) to buy land for agricultural uses; (2) for buildings and for

the improvement of fara land; (3) to wuy oquipment, fertilizers, and live-
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stock necessary for the proper operation of the mortgaged farmy (L) to

refinance indebtedness of the bhorrower incurred for agriculbtural purposes,
or incurred abt least tuo yesrs prior to the dabe of the applicatien; and
(5) to provide funds for gereral agricultural uses.

The maximus laad bank loan to amy one individual is $100,000 bub not
more than 65 percent of the appraised normal value of the farm bo Le nort-
gaged. The minimum amount for which a loan may be made is $100. Lang bank
loans gre made on the security of first movizages on farm land, including
buildings and other Luprovenenta.

The present rate of interest on Pederal land bank loans iade through
the national farm loan association is 4 percent in all districts except
Springfield, Massachusetts and Columbia, South arclina where the raite is
I percont. The contract rate of interest cannob e raised during the life
of the loan.

Ioans are made for a term long enough to meet most farmers needs,
rapging from 20 to 30 odd years. Some loans are made for shorter periods
in cases where it secms practicable.

All loans are made on an awortized repayment plan. By making small
vegular paymenbs annuelly or semi-annually, the farmer or rancher completely
repays his loan with interest by the eund of the loan period. The borrower
has the right to pay all or any part of his loan at any time with funds

from any source and stop interest on principal pald on the date of payment.

.é

The land backs will also accept paynents 1o bz set gside and applied to
foture payments as the farmer wishes.

After an application has been accepled by the national farm Ican

Fu:’a (,1 sdit Ade Lmlotrat:,o"z, Circular B-18, Using Your National Farm
Loan Association, Revised 1949, p. L.
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ass.mcfiation, a land bank appraiser will appraise the property to be offered
as security for the Ipan. The appralsal is based on normal value of the
farm a:ad permits the loan to be made on a sound basis for the borrower as
well as the association.

| When the f{arm has been appraised, the commiitee consisting of the
secre{taw-tfeasxm*: and two members from the beard of directors, will either
reject the applicabion or recommend the loan to the Federal land bank. The
Federal land bank will in turn issue 2 nobte whilch is signed and returned.
Then the land bank may use the mortgage as collateral for the farm loan
bonds it sells to investers for funds to make more loans.

The central office of the national farm loan association for Monitesu
County is located in Sedslis, Misscuri with ¥r. H. L. Shirley as its secre-
tary~tregsurer. An outlying office is located at California, Missouri, the
county seat of Monlteau County, where a representative may be contacted one

day gach week.
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Production Credit Associations

The Parm Credit pch of 1933 provided for the establishment of 12
Production Credit Corporations and as many production credit associations
as were needed to serve the country adaquately.z That sane year farmers
began to organize associations and by 1934 had organized enough associations
to serve every sagricultursl area in the United States.

A Production Cfedit Corporation is located in each of the 12 Farm
Credit Administration distriets. The duty of the corporation is to organ-
ize, make rules and regulstions governing production credit associations,
-and to provide part of their capital stock. PFarmers and stockmen should
eventually owii the capital stock in all of the associations. Quite a few
are aslready complstely owned by farmers.

Production credit associations provide shori-term credit for all tvpes
of farm and ranch operations. Farmers may borrow money t@ buy feed; sced,
fertilizer, farm and home equipment, livestock and poultry, to pay harvest-
ing expenses, to maxe repairs, to pay rent, taxes, interest, insurance or
any other operating expense. I{ a farmer or stockman can present a plan for
repaysent of the loan he is eligible.

Loans are made for any amcunt over $50. The amount any one individual
may borrow is determined by his needs to properly carry on his farming busi-
ness, his ablility to pay off the loan froa farm income, his {inancial con-
dition, and his experience in farming.

Production credit assoclation leoans are generally made to mature within

i

one year. Hepsyments are planned to f1t the individual's particular situvat-

{

ion. Loans on cropg, livestock, or livestock products are repaid when they

2Farm Credit Administration, Circular E-17, Using Your Production
Gredit Association, Revised 1949, p. 1.




1y

are sold. On larger losus, such as machinery, any unpaid balance at the
end of one year may be renewed if satisfactory progress has been made fo-

ward repaying the loan.

Every farmer snd rancher who uses a production credit assogiation is
a members A favwey or rancher must purchase voling stock in the association

esqual to 35 for each 5100 or purt of 100 borrowed. Each member has one
vote at the annual business ueebing, regardless of the amount of stock he
owns. The associabion is governed by a board of directors elscted from the
membership. The board of directorg chooses a seceretary-treasurer who is .
the executive officer of the asscelation.

Loan agplications are passed on by two members clected frow the bosyd
of directors and the saazmw:-—trca&u:aer.g Punde for malting loans are
abtained from the Federal Intermediate Credit Rank. Vhen tha loan iz made
the assoclation endorses the note, drafi; or other security and sends them
o the Federal Intermediate Credit Bank for discount. The Intermediate
tJ redit Bak in turn sells short tern bonds or debenbures to the investing
miblic.

The aim of production credit associablons is to provide credit to
farmers at the lowest possible cost. The rate of interest varies among
associations but the local rate is L percent. In addition to interest,
most agssociations charge a loan service fee for sebting up loan papers,
soarching records, and recording mortgages. Usually a loan can be made one

day to a week after the anplication has been made if the farmer has estab-

lished a good credit rating.

3farn Credit Administration, Circular No. 3, Loans by Production
Credit Associations, Revised 1948, p. 3.
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Special plans have been nade te provids credit for boys and girls of
=B clubs and Fubure Parmers of America chapters. They may secure a loan
as a group to {inance bheir supervised ferm training programs or they may
organize a junlor production credit association and operate under the same
rules set up for the rezular associations. Under some circumstances indi-
vidual junior farmers msy also secure production credib loans.

The central office of the preduction credit associaticn for Poniteaun
Counby is located in Jefferson Gily, Missourl with lr. Georpge C. Hill as
its secretary-treasurer. 4 full time field ofiice is located st Boone-

ville, ¥issouri, s town only 25 miles ivom our school.
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OBe Afm in nigtration

The PBankhead-loneg Form Tenant Ach was passed iu 1927 to help tenants,

sharecrompers, and farm laborers to hecome farm owners. L Thie law provides
for lesns at lov inbercst rates for z Ionz tern to those who are usable o
obtain credit from other sources. In 1954 Congross folt the need to ene

large the progron %o help ownors vwhose farms were boo small or insuffic—

iently developed to wrovide a fawdly 1L original law was snended.

The TFarners Home Admindistrabion mekes several different tynes of loans.

3

he fara ownership llcz‘ns\ are made for the purchase, enlarzement, or develep-
ment of fanily tyne farms. The farm housing loans are made to owners %o
help them build or repailr farm homes and obther farm buildings. The opera-
ting loans are made to helpn farmers of feuily type farms to iwmprove their
farming program.

A1l of the farm ownership loans are made for a term of L0 yesrs. The
amount that can be borrowed cennot be more than the normal value of the
farm as deternined Ty bthe county commibtee., Itwestuont limlts have been
established Tor each county and 1s based on land values of the counbty. The
Farmers Home Administration may lend money apm'@nr iated by Congress or they
may insure loans made from money advanced by banks, insurance companies, or
individuals. The insured loans may not exceed 90 percent of the normal
value of the faa*m.g If i% is possible to have the loan refinanced al any
time affter the loan is made, lhe borrower is regquired $o do so.

Ths interest rate on direct loans from money appropriated by Gongress
is L percent. On the insured loans the rate is 3 percent plus 1 percent

anrmual mortgage ingurance charge.

ler,5.0.A. , Paruers' Home Administration, Farm Ovnership Loans, 1950, p.

5
JIbid.’ pa 6-



The Housing Act of 1949 authorized the Farmers Home Aduinistration
‘o make loans to farm owners to build, improve, or repair farm homes and
other bulldings which are essential to the operation of the farm. As in
the other types of loans, the borrower mst be unable to secure the loan
from other lending agencies. In addition, the farm must produce agriculs
tural commodities equal in value to $LO0 based on 17k commeodity prices.

Since October, 1950, zovernmental conbrels lialt the amount that can
be loaned for the purpose of building homes. The limlt is based on a per-
centage of the estimated cost. Veterans may borrow a larger proporition of
the amunt needed than other farm owners. The term of the loan is also
restricted under these controls. The maxinu term of loan is 25 years.

The rate of interg‘st is not affected by these controls and at the present
time is 4 percent.

The coperating loans are based on the amount required to meet the needs
of farming operabions. loans are made to purchase farm and home equipment,
livestock, feed, seed, fertiliser, and other farm operating expenses. The
maximen that can be borrowed in any one year is 3,500 and can never ex=-
ceed 5,000, The interest on all operating loans is 5 percent and extend
for a period up to 5 years.

A1l loans contracted through the Farmers Home Aduministration are super—
vised. The person making the Ioan is required to keep accurate records of
receipts and expenses and to follow as closely as possible a plan worked out
by the farmer and the supervisor. Any changes in the plan of operation
must first meet the approval of the supervisor and should not be altered
unless changing conditions demand it.

The farm ownership loans require a first mortgage on the farm for

which the loan is made for either the direct or insured loan. Qperating
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loans are made with the expectation that they will be repaid out of the
ingome derived from the loen. A delinite sgreement is made with tho
borrower uswally censgisting of o first norigaze on crops, livestock, and
equipment purchased with the loan funds. The agreeanent way be a wortgage
on other chabtel property. A farm housing loan is secured by a first
mortrage on the farm.

Payment on losns may be made at any time., Inberest is charged only
on the unpaid balance,  The Farners Home Administration enecourages farmers
to meke larger payments in years of good income and tmild up a reserve so
hat the loan iz kept in geod standing durding yezyrs of low incoge. 0On the
operating loans, the repayment schedule 1s then hased on the incoms to be

recelved. Geungrally the loan becomes due at the time the crops or live-

|95]

tock are gold when funds were used for that purpose.

The atate office of the Farmers Home Admindstration for Hissouri is

located in Columbia. The district office is lecabed ia Jefferson City,
Wissouri with ire ¥. Ds Keller as their represeuntative. M. Koller makes
regular irips ons day each week to California, Ulssouri vhere faramers of
Monitean Covunty agy contact him for infqrﬁmiicn concerning their financial

resds and to meke application for loans.

Iocal Eanks

The local bank in this county combimues to be the main source of
credit to faxrmers. At present the bank at Jemestown, Hissouwri has over
$220,000 loaned to farmers. The farmers feel that the convenience in
obtaining énd repaying the loan is the main advantage of herrowing from the
local bank.

Any person who is knowm or can supply a good credit rating is eligible



to borrow mongy from the local cank. Applicstlons for loans are made with
the cashier at the bank asnd approval of the loan is made by the board of
directors. The board of directors mest once & month and the bime required
to process the loan depends upon how scon the monthly meeting is held.

Loans may be mede by farmers for one or more of the following purposaes:
(1} to »y land for asricultural uses; (2) to repair or construct buildings;
(3) to by equipment; (L) bo buy fertilizers; (5) to buy livestock; and (5)
to refinsnce indebledness incurred for other purposss. At The present tine
'Ehé:f have no loans being made bo refinance obher larm loans.

-

The maximm loan to any onc individual is 50,000 bul not more then

60 percent of the current value of the farm. The fayn is appraised by
memibers of the board of directors bub no extra charge is made for the
appraisal. The term of loan varies from 5 to 10 years. Veterans with the
guaranty provisions of the . I. Bill of Riznbs can gel the maximum term.
Preforence is given to veberans on ail types of loans.

=S

The intorest rate on sheort-tern lnong is 7 poarceobs The rebe on

regular long-term loans is & percent and on gusrentesd volerznst loans is

i percent.

Tong~tern loavs are secured by the first mortgace on real estate,
including buildings and other imgrovensnts. On the short~terss loans a
chattel wortgage is required where pessible and others are unsecured.

411 loans are made on an amortized repayment plan. The payments may
be made monthly, anmually, or scami-annually as the borrover desires. Nost
Tarmers mske annual payments which come due at the tiwme of an expected

anrzal income. The time of year will depend upon the type of farming in
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The local bamk heldg the right to forcelose on a fara i payments ar
not meb. 3ines the bank was reorganised in 140 no Joreclosures have Leen

aade 2t the bank in Jasesbomn. They have extended the loan in several cases

when failure to meel poyments was dus to flood disaster.

Individuals

Iﬁdﬁ: idusls whe have asccumulated sums of money have baen making loans
to farmers ever since farming begane. Before Congress p&sséd the Federal
Farm Loan fct of 1916 and the Farm Credit Act of 1933, individuals whe had
money were making unreasonsble leans at rates of inbterest which were much
too high in comparison with the pzﬁ.seé received by farmers for their pro-
ducts, Hany farmers were closed out and had to forfell payments which they
had made on their loans. It was thig sibuastion which Congress was trying
to correct when the national farm loan assacxatmnu and the production
exedit éssaciations were formed.

Parmers are usually considered by individuals who lend zoney as a good
risk. leans are made to farmers and ranchers who have been established in
the community or whe through personal acquaintance have proven their need
cf a loan. Quite often you will find the father, grandfather, or other
relative supplying the cash to seb up a young farmer in a farming busincss.

This wey be considered a sound financial policy by some but to others it has
proven very wnsabislactory.

Loans from mdz.kualv may be made for nuwcrous nurposes so long as
sufficient securily can be given. Loans froa individuals may include buying
a farm, adding land to a farm, buying feed, secd, Tertilizers, farm and
home -eqv;iyment s livestock, and machinerys; or any operabing expense which

mAY GCCUT.
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The amount of the loan and the term of loan is usually determined by
the purpose for which it is made. To the individual lending the money the
term is not important as long as the interest payments are made. Many
times the term of the loan is written, "one day after date", which implies
that the loan is due the following day. Usually indefinite payments on the
principal accompany such a loan and no plan of repayment is accomplished.
The uncertainty of such a loan many times causes ill feeling between the
parties involved.

Interest rates charged by individual lenders are usually higher than
most sources of loans. The rate of interest varies in different communities
and is slower in going up and down than with other lending agehciea. The
prevailing rate in the community surveyed is 5 percent. Interest is charged
only for the exact number of days each dollar is used.

Most individuals are in no position to provide supervision to the
borrower. Occasionally when a close relative is supplying the money some
sort of informal advice may be given. Generally speaking farmers feel that
if they keep the interest paid on the loan any supervision from the lender
is unwarranted. When farmers contract a loan they feel as fully qualified
to handle their farming business as the individual lending the money. Even
though they may seek advice from farm management specialists, county exten=—
sion agents, or vocational agriculture instructors, they feel reluctant to
accept advice from individual lenders.

Security required on a loan depends upon the loan and situation of the
person borrowing the money. A first lien on crops, livestock, or equipment
is the u?m\l security for most loans. If no security is given sometimes one

or two other persons will sign the note and may be held responsible in case
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of failure, Persons with a good record of debt payment and who own property
frquently nake shor£ ﬁerm loans 'of small amounts without'giving securiﬁy
of any lind.

‘I_m%ividlial lenders are popular because there are no fees comnected
with the loan. There is no appraisal of the farm or propexrty to be purchaged.
Thé convenience in obtaining and repaying the loan is considered by msuoy to
Justify the higher interest rate; therefors, individual lenders hold ablarge

percentage of the loans in this area.
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INFORMATION SECURED FROM FARMERS TN THE JAMESTOWN SERVICE AREA

Reasons for Borrowing Mbpey

The data secured in this survey were collected through personal inter-
view from 50 average farmers’of Moniteau County, Missouri. Approximetely
half of the farmers were enrolled in the veterans on-the-farm training
program and the other half were adult farmers enrolled in adult classes
in agriculture or were adults farming in Honiteau County.

It was noted that as few as B per cent of the farmers surveyed had
never borrowed money for amy purpese. However, farm people have been very
cautious about going into debt. Still, only 24 per cent of the farmers
were acquainted with the lending policies and practices of the various
lending agencies in the county. This would indicate the need of study in
all-day, young farmer, and adult classes. It was from this information
that the lesson plans found in this report were prepared.

The various reasons for borrowing money are shown in Table 1. Short-
tern loans for production purposes were by far the most important. HEighty-
eight per cent of the farmers have borrowed money to buy livestocke.

It is significant to note that 82 per cent of the farmers have borrowed
noney to buy tractors and 36 per cent to buy combines, while only LO per cent
have borrowed money to buy automobiles and only 20 per cent to buy trucks.
In general, more farmers have borrowed money to improve production enter-

prises than for the purchase of land or farm and home improvements.



Table 1. Reasons for Borrowing Money given by 50 Farmers in the Service
Area of Jamestowm High School, Missouri

PURPOSES Number of Percentage
Parnmers of Farmers

Production purposes:

Livestock Ll 88
Seed 20 Lo
Feed 23 L6
Fertilizer 30 60
Buying land X
Land added to farm 28 56
Buy oub heirs 12 2k
Hachinery and equipment
Purchase tractor L1 - 82
Purchase combine 18 36
Purchase haybaler L B8
Purchase working tools 10 20
Farn and home improvement
Fences , 10 20
RBarn 10 20
Hay shed 3 6
Garage L 8
Chicken house 8 15
Home improvenent 10 20
Running water 7 14
Electricity 2 L
Home freezer I §

Other reasons
purchase automobile 20 Lo
Purchase truck 10 20
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Sources 9£_ Credit on Real Estate

Table 2 shows that sixty-two per cent of the farmers indicated they pre-
ferred to borrow money from the local bank on real estate mortgages. The
national farm loan association was second in preference with only 16 per
cent of the total number of farmers. Individuals who make loans on real
estate were preferred by only 10 per cent of the farmers surveyed. It is
interesting to note that none of the farmers surveyed preferred to borrow
money from the Farmers' Home Administration on real estate mortgages.

In considering these data, it should be kept in mind that certain of
these agencies are governed by regulations on the amount that may be loaned.
The Farmers Home Administration can hardly be compared with other sources of
credit because such loans are available only to farmers who cannot obtain
the necessary credit from other sources.

Eighty-two per cent of the farmers surveyed felt that the lending
agencies of Moniteau County were sufficient to meet the needs of the farm-
ers. Only 30 farmers knew where the local office of the national farm
loan association is located.

Table 2. Sources of Loans on Real Estate Mortgages reported by 50 Farmers
in the Service Area of Jamestown High School, Missouri.

Number of Percentage

SOURCES Farmers of Farmers
Individuals 5 10
Local Banks 31 62
National Farm Loan Association 8 16
Farmers' Home Administration 0 0

Farmers Not Answering Question 6 12
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Sources of Loans for Operating Expenses

Table 3 shows local banks were again first in the preference of farmers
as a source of short-term credit. Eighty-six per cent of the farmers in-
dicated a preference of borrowing money from the local bank. The Farmers
Home Administration and individuals each were preferred by 4 per cent of
the farmers. The production credit association was preferred by only 2
per cent of the farmers and credit from merchants or dealers was not con-
sidered a desirable source of credit by anyone.

Table 3. Sources of loans for Operating Expenses Reported by 50 Farmers
in the Service Area of Jamestown High School, Missouri.

SOURCES Number of Percentage
Farmers of Farmers
L
Individuals 2 L
Local banks 43 86
Merchants of dealers 0 0
Production Credit Association 1 2
Farmers' Home Administration 2 L
Farmers Not Answering Question 2 L

The fact that most farmers preferred to borrow money for operating
expenses from the local bank is not definite assurance that these farmers
woul:1 not wish to borrow elsewhere if they knew more about other credit
agencies. Only 31 of the farmers knew where the local office of the
production credit association is located.
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Advantages and Disadvantages in Qbtaining lLoans

Parmers were asked what advantages and disadvantages they observed in
borrowing from the various lending agencies. HNany farmers would rather
borrow from the local ban}.c because they kmow the banker and the convenience
in obtaining the loan. High interest rate was the most commonly mentioned
disadvantage.

Feeling of ingsecurity and being closed out in periods of distress were
the most commonly mentioned disadvantages of borrowing from individuals.
These observations are tabulated in Table .

'Mbre farmers felt that the requirement of record keeping for loans
with the Farmers Home gidministratiﬁn was an advantage than those who con~
sidered it a disadvantage. It was also noted that 26 per cent of the
farmers considered the supervision provided by the Farmers Home Ac’ﬁnipistra‘b-

ion an advanbage while only 20 per cent considered it a disadvantage.



Table L. Advanbages dnd Disadvantages in Obtaining lLoans from Various Agencies Mentioned by 50

Farmers in the Service Area of Jamestown High School, Missowri.

. ADVANWTAGES

Individuals

Humber of times wmentioned

Local Bank

N.F.L.A.

P.C.A.

F. HQA.

Knows lender

Convenience in obbaining
Convenience in repaying
Cheaper interest
Understanding and lenient
Length of term of loan
Ownership of stock required
Provides supervision
Requires record keeping

25
19
17
18
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DISADVANTACES

Individuals

Humber of times mentioned

Local Bank

N'F. LQA.

P.C.A.

F.H.A.

High interest

Not lenient and understanding

Inconvenience in obtaining

Inconvenience in repaying

Insecure and unreliable

May close you out in periocds
of distress

Not familiar with source

Reguired to own stock

Cost of appraisal

Provides supervision

Requires record keeping

FHLETR

wl B

FEE T

o BN

P EER]

3
1

17
10

s wa

S

16
13

|

5] 1 B

A



33

It is quite evident from Table li that many of the farmers are not
familiar with the policies and practices of the national farm loan assoc-
iation and the production credit association. Farmers that were familiar
viith these sources of credit feel that thelr interest rates are lower and
that they were more understanding and lenient., Howev”er 5 there was sofe
feeling of inconvenience in obtaining and repaying the loan.

When the farmers were asked how they would prefer to repay a loan
secured to buy a farm, 60 per cent indicated a preference for equal and
regular :'métailment’s or full amortization. Twenty-four per cent indicated
a preference of indefinite payments on the principal. Only 8 per cent
favored payment at the end of term of loan, and the rest favored the use
of renewed shori~term loans.

Since some of the lending agencies provide supervision, the farmers
were asked if they felt a person trained in faram management, with whom
they could talk over the use of borrowed funds, would be of any value.
Eighty~-two per ce.nt thought a man with proper training and experience would
be very valuable. The remaining 18 per cent felt that they could manage
their own affairs and that there are too many specialists in the field of
agriculbure now.

The farmers were asked if they tried to seek advice from others on
financial matters such as borrowing money and making invesimenis. Seventy=
four per cent indicated they asked for advice. 0f those who asked for '
advice, 8L per cent trusted the local banker for the needed information.
Only one person had conferred with the secre‘ﬁa.rie's_ of the national farm

loan asgoclation and production credit association. -
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Five persons or 1l per cent had consulted either the vocational agri-
culture teacher or the veterans on~the-farm training agriculture teacher
for advice.

These data which are compiled and tabulated in this study were used to
camplete wnits of instruction for all-day students, young farmer, aud adult
classes in agriculture. They were planned especially for use in Jamestown
High Sc¢hool, Consolidated District No. 1, Jamestown, Missouri but may be

valuable teo any veocational agricunltwre department.



‘UNITS OF INSTRUCTION FOR ALL-DAY STUDENTS

Introduction

The investment necessary to becoms established in farming at the
present time is much greater than it has been in the past. Students get-
ting ready to start farming on their owm should thoroughly understand the
advantages, as well as the obligations in using farm credit.

Table 5 indicates tha£ the average farm in Moniteau Gounty has in-
creased in size approximately 25 acres since 1900. In many aress over the
state the incrsase has been considerably wore., On larger farms the trend
toward mgchanized farming has substantially inecreased the total investment
per farm.

Students in vocational agriculture quite often find it necessary to
borrom‘msney in conducting their supervised farming program. Local banks
frequently make special provisions for lending money to boys who are inter-
ested in agriculture and need financial assistance. During the later part
of their high school‘work boys should become familiar with other sources of
credit and the basic principles in using creditb.

Only a very few people have become established in farming without
using credit. The boy who has had training in the use of credit is more
likely to succeed when expanding into a full-time farming business than one
who has had no previous training.

By the time a boy reaches his lLth year in vocational agriculture he
should be familiar with the use farmers make of credit, the use of credit
instruments, the characteristies of the various lending agenciles, and the
value of farm appraisals. These problems have been used in planning units

of instruction for the all-day students.



Table 5. Average Value of Farm Investment in Honiteau Gounty, Missouri, 1$00-19%0

T Avg. hores  Avg. value ol Avg. lnvest- AVE. Invest— Value of Total

Year Per Farm Land and Bldgs. ment in Mach. ment in Iive- Specified Investment

Per Parm and Equipment stock Crops Per Farm

(Dollars) (Dollars) (Dollars) (Dollars) (Dollars)
1900 119.2 2,935 126 517 569 - b1l
1910 122.8 5,518 238 1,170 | 86 7,790
1920 129.7 11,15 661 1,639 ‘ 1,5kh 14,989
1925 128.1 7,101 282 - 797 on7 - 9,127
1930 135.3 é,nm ' 4o1 1,082 654 : 8,627
1935 133.,57 3?759_ * #* #* *
9 2. 350 305 753 603 5,180
1945 16.6 5,027 159 1,307 1,k22 8,215
1950 144.9 7,917 ¥ * #* *

#Census data for the years 1935 and 1950 were not compiled so that the average investments in machinery and
equipment, livestock, and specified crops could be caleulated. Therefore, the total investment per farm
during those years is incomplete.

This table shows that the average value of land and buildings per farm raised to & peak following

world tar T. The value of land and buildings have not reached that level since VWorld War II, suggesbing

that the value may continue to rise beyond that of the present time.

o¢



ENTERPRISE:

7

PROEBIEN PLAN

Farma Credit JOB: Credit Heeds of the Faruer

FEORIEM: To Determine the Use Farumers Malke of Credit

SITUATTON:

There are a2 lot of things & farmer wust have before he can
farm. To start farming he needs land, machinery, livestock,
seed, feed, fertilizers, and something to live on until his
products can be sold. A farmer can oftentinmes increase his
farm income by use of credit. How is he going to get siarted
unless he can borrow money to meet oblizations? Will he be
able 4o make wmore money by using credibt when nsoded?

PIVOTAL POTINTS:

HETHODS

REFIRENCES:

1. ¥That things do farmers need to purchase when starting to

farm?
2« Thy do young farmers tend to setile on farms near their
parents?

-

3. How may the use of credit help farmers increase thelir
income? Give examples.
Lhe For what purpose do farmers borrow money?
5. TWhy do most farmers hesitate to borrow money?
6. Then would it be wise to use credilt in your farming
operations?
T« ¥hen should your credit needs be planned?
8. How can credit be considered a means of saving?
9. For what purposes would a farmer secure & long-—term loan?
Short-term loan?
10. How does installment buying differ from cash purchasing?

Supcrvised study and class discussion of type cases.

Many times a farmer will need credit to byy a piece of machin-
ery or equipment that will help him in planting a crop at the
right time and will assure betier production. Examples: A
combine may bhe necessary to harvest a crop at the right time,
where if the farmer depended upon custom harvesting he night
lose his crop. A milking machine might enable a farmer who
doesn't have a family to increase the scope of his dairy enter-
prise, as well as income. Other cases such as credit to pur—
chase fertilizer, breeding stock, education, and additional
land may be cited as further examples.

F.C.A. Cir. E-31, "Using Credit Lo Farm", pp. L=~G.

F.C.A. Cir. E-l, "The Profitable Use of Farm Credit®, np. 5-8.
7.C.A. of New Orleans, "Agricultural Credit®, p. 7.

F.C.A. Film, "The Land - To Have and To Hold".

TEACHING ACCONPLISHMENTS:

The students should realize the mony uses for which farmers
have need of farm creditl.
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PRODILEM PLAN
MITERPRISE: Farn Credit JOB: Use of Credit Instrumesnts
PRORII: Use of Credit Instruments

SITUATION: Students usually have had 1little opporbunity to use credit or
legal instruments., Because of this lack of experieaces, stu-
dents sometimes do not understand the responsibility assumed
in siguning credit instruments or the benefits derived by
haring them.

PIVOTAL POINTS:

1. What credit instruments are used in making a long-teim
- farm loan?
2. Vhat is a mortgzage? Vhat is its relation to 2 note?
3. ¥What credit instrument gives the lending agency the right
to sell property providing pavments are ncot met?
L. vhat is an abstract of title and what is the purpose of it?
5. Then a debt is paid in full, what should the borrower re-
quire of the holder of the note and mortzage?
6+ Yhat credit instruments ars used when a boy borrows money
" bo buy & calf for his supervised farning program?
7. TWhat is seant by an uunsecured loan?
8. What obligations are talen when livestock is moritgaged?
9. What steps may be taken by the lender if the borrower
¢oes not meet his obligations?

10« What is the difference in a first and second morigage?
HMETHODS : Supervised study and class discussion. Have each student

complete the instruments necessary in making long-term and
short-tern loans.

REFERENCES: F.C.A. Cir. 15, “The ABG's of Credit for the Parm Family®,
Dl 9"‘12-
F.C.A. Cir. 15, "Using Credit Instrumentst, op. 13-18.
F.C.A. Cir. B-lj, "The Profitable Use of Credit', pp. 30-37.
SUPPLIES:: Illustrative wmaterials such as deeds, notes, mortgages, con-
tracts, and other credil instruments which may be secured
from local lending agencles.

TEACHING ACCOMPLISHMENTS:

Bach student should have an understanding of credit instru-
ments and legal papers commonly used in the credit field.



ENTERPRISE:

PROBLE} PLAN

Farm CQredit JOB: Short-~tern Loans

PROBIEM: Determining the Characteristics, Policies, and Practices of the
Production Credit Associabtion.

SITUATION:

Many farmers need money to finance production of crops and
livestock enterprises but are not familiar with their local
production credit association. There is available to every
farmer an assoclation which offers short-term preduction
loans. High school boys may borrow from the Production Credit
Association.

PIVOTAL POINTS:

METHODS

REFERENCES ¢

1. Vho may borrow from a production credit association?

2. TWhat are the purposes for which loans are made?

3. How much meney may be borrowed from the production credit
association?

. What rate of interest is charged?

5. What repsyment privileges are offered by the production
credit credit association?

6. TVhat security is required on loans?

7. What steps are necessary in obltaining a productlon credit
asgoclation loan?

8. wWhat information does the production credit association
need in approving a loan?

9. What costs or fees are charged in making a loan?

10. Explain the organization of the production credit assoc~
iation.

11. Where do you go to apply for a loan?

Supervised study and class discussion of a btypical case.
Visit the local production credit association and actually go
through the procedure of making a short-term loan. This prob-
len may be taught at a time when one or swore of the boys are
in need of credit for purchasing livestock or making home im~
provements.

P.Cuhe Cir. B=17, "Using Your Production Credit Association®,
pp. 1"80

F.C.A. Cir. 3, %“loans by Production Credit Associations",

ppc l"?t

F.C.A. of New Orleans, “Agricultural Credit®, pp. 37-UL7.

TEACHINGC ACCOMPLISHMENTS:

Each student should understand how the production credit
association is organized and the procedure to follow in
obtaining a loan.
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ENTERPEISE: Farm Credit JOB: Ieng-~berm Losus
PROBIEY: Determininz the Characteristics, Policies, znd Practices of the
National Farm Loan Assoclation.

SITUATION: Many boys after completing b years of vocational agriculture
start looking for farms they would like to owne. Hany times
they are not familiar with the sources of credit available.
The notional farm losn association offers a good plan for
financing long-term loans.

PIVOTAL POINTS:

1. For whal purposes does the nstional fara loan associztion
make loans?

2. VWhat fees are involved in obtaining a loan?

3. Vhat factors are considered in determining the amount of
money that can be borrowed?

L. ¥vhat rate of interest is charged?

5. Explain the organization of the national farm loan assoc—
iation.

6. What procedure is followed in obtaining a Federal land

bank loan?
T. %hat security is reguired on a loam?
8. what repayment privileses are offered by the national
farn losn association?
9. VWhat information is nesded by the Federal land bank in
granting a loanf
10. What per cent of your credit needs can you get from the
national farm loan associablion?
1l. Vhere can you go to apply for a Federal land bank loan?

HETHODS ¢ Supervised study and class discussion of a typical case.
GCeonsider a young farmer who bas just returned froa the services;
he wants to buy a farm and has enough capital To make a down
payuent but cannet meet the payments of a loan froam the local
bank. Show how he can secure a loan through the national farm
loan association at a lower rate of interest, for a longer per-
iod of time, and with lower armmwal psyments om the loan.

REFERENCES: P.C.A. Cir. Ho. 1, "PFederal Land Bank Loan®, pp. 2-5.
F.C.A, Cir. Yo. 5, vAgricultural Financing bthrough the Farm
Credit Administration®, pp. 3-5.
F.C.A. Cir. B-16, "Using Your National Farm Loan Assoclationt,
p. 1-9.
P.C.A, of Hew Orleans, "Agricultural Uredit®, pp. 21-31.

TEACHING ACCOMPLISHA

Bach student should understand the policies of the national
farm loan association and should understand the procedure for
obtaining a Federal land baak loan.



ENTERPRISE:

PROBIEM PIANW

Farm Credib JOB: Securing a Loan through the
Farmers Home Administration

PRORIEM: Determining the Types of Loans Made by the Farmers Home Adminis—
tration and the Chsracteristics, Policies, and Practices of Eaech

Type.

STTUATION:

Most lending agencies will nob make a loan for the full value
of the property you wish to buy. Sometines farmers do not
have the needed capital to supply the difference between the
amount of the loan and the price of the property.

PIVOTAL POINTS:

METHODS

REFERENCES:

1. vhat types of loans does the Farmers Home Administiration
make?

2. %ho is eligible for the farm ownership loans?

3. %hat i1s the term of loan, what is the rate of interest,
and what repayment privileges are offered on farm owner-
ship loans?

he Who approves an application for a farm ownership loan and
what securilty is required?

5. Tho is eligible for the farm housing loans?

6. That federal controls apply to farm housing loans?

7. Bow large must & farm be to qualify the ownsr for a farm
nousing loan?

8. Who is eligible for operating loans?

9« What is the rate of interest on operating loans and what
security is required?

10, That kind of supervision does the Farmers Home Adminis-

tration provide?

11l. Why does the Farmers Home Administration require that farm

records be kept?

Class discussion of a typical case. Invite the supervisor of
the Farmers Heme Administration te discuss the purpose for
which loans are made and who can gqualify for a loan. There
may be & boy in the class who cannot get credit from other
sources and could qualify through the Farmers Home Adwinistrat—
ion,

Farmers Home Administration Pamphlet-183, "Farm Housing Loans'.
Farmers Home Administralion Pamphlet-lll;, "Operating Loans for
Better Farming and Better Living".

Farmers Home Administration Pamphlet-62, “Farm Qwnership Loans®.

TEACHING ACCOMPLISHMENIS:

Each student should be familiar with the types of loans made
by the Farmers Home Adaministration and the charactsristics,
practices, and policies involved in each type.



PROBIEM PIAN
ENTERPRISE: Farm Credit JOB: Loans through the Local Bank

PROBIEM: Determine the Characteristics, Policies, and Practices of the
Local Bank.

SITUATION: More farmers borrow money from the local bank than from any
other source of credit. TYour local banker is probably better
acquainted with farming conditions in your community than
representatives of other lending agencies.

PIVOTAL POINTS:

1. PFor what purposes will the local bank make loans?
2. That rate of interest is charged on long-term loans?
Short~tera loans?
3. What might be considered the advantages of borrowing from
the local bank?
Li« Who approves an application for a loan from the local bank?
5. Vhat repayment privileges are offered by the local bank?
6. What security is required on long~term loans?
7. What is the term on real estate loans? '
8. That might be considered disadvantages of borrowing from
the local bank?
9. That service fees are charged in making a loan from the
bank? '
10. Why don't local banks require a farm appraisal before
malking the loan?

METHODS ¢ Invite your local banker to talk to the class on the character-
istics, policies, and practices in making loans.

REFERENCES: ZLocal bankey
TEACHING ACCOMPLISHMENTS:

Each student should be familiar with the policies governing
loans from the local bank.
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PROBLEM PIAN
ENTERPRISE: Farm CGredit JOB: TFarm Appraisal
PROBLEM: To Determine the Value of Appraising the Farm.

SITUATION: A good farm is easier to pay for than a poor one. Farmers
pay off their loans better in good areas because they are able
to make more money there. It is easy to get too deeply in
debt even on a good farm.

PIVOTAL POINIS:

1. Who benefits from a farm appraisal?
2. What causes the value of a farm to vary from year to year?
3. What is meant by “normal value® of a farm?
Y. Why is there a greater risk in buying a poor farm than in
buying a good farm?
5. That factors should be considered in determivu_ng the value
. of a farm?
6. Why does the Federal land bank req:uire that a farm be
appraised before the loan is made?
7. What are the probable trends in land prices?
8. that is likely to happen if a farm is appraised at a
- higher value for a loan than it is capable of carrying?
9. TVhat information does the appralser supply the lending
- agency?
10+ What do stabistics show in relation to education and the
ability to pay for a farm?

METHODS 5 Bupervised study and class discussioen.

REFEEENCES: F.C.A. Cir. 13, “Appraising Your Parm®*, pp. 1-7.
®.C.A. Cir. E~30, "Paying for a FParm", pp. l-16.
F.C.A. Cir. E~29, "About That Farm You're Going to Buy?,
ppo 7"10-
F.C.A. Fiim, "ithat is a Farm Worth

TEACHING ACCOMPLISHMENTS:
Bach student should understand the value of a farm appraisal.

He should also understand that there is less risk in buvmg a
good farm than a poor one.



UNITS OF INSTRUCTION FOR OUT-OF-SCHOOL GROUFS

Introduction

There are many advantages in uwsing credit if it is used properly.

Due to current prices of land and machinery, very few farmers ars {inan—
cially able to buy the land and necessary equipment to start farming.

With the use of credit a farmer can get started in farming earlier and psy
for the land and machinery over a long period of tiwme. k/

Since much of ocur agricultural prodaction is on a credit basis, farm-
ers should become familiar with the characteristics, policies, and practices
of the various lending agencies, A farmer should shop for a loan just as
he would a piece of machinery. SOmetimss the convenience in obtaining a
loan is paid for dearly by & higher ratve of interest.

Bvery faraer should be able to estimate the value of a farm belore he
considers buying it. For this reason a problem on farm appraigsal has been
prepared to help the farmers in estimating the value of a farm. Many lend-
ing agencies have forced foreclosure because the value of a property was
overestimated and could not produce enough to mset payments on the loan.

Vise use of credit requires a considerable amount of planning by the
farmer and his family. Most lending agencies want to know how the borrowed
money is to be used before the loan is made. The problem of family plan-
ning for credit should he brought to the atbention of the farmer.

Price trends cannot always be predicted but if loans are made on &
sound basis there is less chance”of losing property or money. QOnly through
an understanding of the various credit services available, farm value, and
credit planming can a farmer select a loan that will be suited to his credit

needs.



PROBIEM: Wi

SITUATION:

ks

PROBLEN PLAN
Farm Credit JOB: Using Credit
se Use of Credit
Ii you have o get 2 loan to start farming, there is no need
to feel badly about it. MYost farmers need credit to start

farming. How can you use credit to bring in an income which
is more than the amount of the loan and the inbterest?

PIVOTAL POINTS:

METHODS ¢

REFERENRCES :

1. 1In uwsing credit, why should you consicder the purpose,
price trends, time, znd anount?
2. How can a farmer profit by using credit to purchase
machinery and equipment?
3. Vhen should the payments on z loan come due in relation
to your farming program?
li. Thy do interest rates fluctuate from time o time?
5. Upon what basis does a lending agency Tiguwre risk?
6. Thy is there more risk involved in making a loan %o pur—
chase an automobile than in buying livestock?
{+ Why do farmers prefer to pay off a debt by equal and
regular installmenbs?
8. What factors cause farmers to lose their farms?
9. Why should a farmer prepare a budget on enterprises that
require finencing?
10. %hy do some farmers borrow money bo pay off other minor
debls?

Class discussion. Show how a farmer could lose his farm by
selling off the iluventory. Prepare a budget for an enbter-
oirise and show bow it aldes in determining credit needs.

Fu.CehAe Cir. E-31, %Using Qredit to Farah, pp. 1-6.
F.Cohs Cir. 15, “ABC!s of Credit for the Farm Family",

TEACHING ACCOMPLISIZIERTS:

fach farmer should understand that he should use credit only
when he can improve his position by doing so. A1l loans have
to be repaid, therefore the farmer should determine at the
time he makes the loan Just how and from what source he will
pay ib.
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FROBLENM PIAN
ENTERPRISE: Farm Credit JOB: Obligations of Credit
PROBIEM: Deciding whether %o Buy or Hent

SITUATION: Since the sale value of farm land is normally many times the
small amount the farm family can save anmually, it ordinsrily
takes a number of years to pay for a farm out of the income
made on it. More people are buying farms than ever before.
Ig it a good time to buy a farm?

PIVOTAL POINTS:

1. What are some of the factors which cause farmers to lose
their farms?

2. Explain why the price of farms went up during and follow-

' ing World Wer II.

3. That source of income is used to pay off the mortgase on
farms?

L. TWhat is the normal value of land based on?

5. Why is it that the best time to buy a farm does not always
coincide with the price trends?

6. TWhat are the reasons for farms Wcoming on the market!?

7. Vhy is it true that the time to bwy a farm is fixed for
most farmers by the date of his birth?

8. vhat are the advantages of owning your farm?

9. TVhen might it be advantageous te rent a farm?

HMETHODS = Class discussion. Use charts to show that there is a greater
margin in prices of farm comwmodities now than during the base
period of 1910-191l. Census data will show that the price of
1and has not increased proportionally to prices received by
farmers. Use the problem on farm appraisal to determine the
normal value of a specific farme The information should sug-
gest that it is better to buy a farm now than to rent.

F.C.h. Cir. 5-29, "About That Farm You're Going to Buy¥,
ppc 1—8.

TEACHING ACCOMPLISHMINTS:

Each farmer should have an understanding of the factors to
consider in debtermining the time to buy land.
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LE PLAN

ENTERPEISE: Farm Credit JOB: Planning for Credit
PROPLEM: Famlly Planning for the Ioan.

SITUATIOH: The persomal factor in farm credit includes more than just
the farmer himself, Farming is still very largely a family
business and requires plamming by every member.

PIVOTAL POINTS:

l. Thy should the wife and other members of the family help
in planning for a loan?

2. How can other members of the family share the respons-
ibility connected with debis?

3. Do you consider debis inecurred by installation of a cen~ .
tral heating plant, rumning water or electrical appliances
a sound credit policy?

4o Would 2 loan ever be refused to a farmer because of the
character of his family?

5« How can farm credit improve the standard of living?

6. Thy is the wife of a farmer interested in security?

7. How does experience in farming decrease the amount of
risk?

B. In what way is the fanily concerned in borrowing money for
field machinery?

9., TWho is the responsible member of ths family on farm credit?

10. Why do lending agencies require the signature of the wife
in making application for a loan?

METHODS: Class discussion of a typical case.
A husband usually brings in most of the cash inecome from the
farm but the wife is likely to handle the greaber part of the
net income in meking purchases for the family and home. Her
management will determine largely what is saved for debt pay-
ment. Children in the family can increase farm production
and the ability to pay debis.

REFIRENCES: ¥F.C.A. Cir. E-L, "The Profitable Use of Farm Credit®,
pp. 12-1.
F.C.A. Cir. 21, #Short-~Term Credit A Good Farm Tool¥,
p}?. l"'8l

TEACHIIG ACCOMPLISHMENTS:
Each farmer should realize that every member of the family is

responsible for the planning of farm credit. He should under-
stand that his wife can help very much in repaying the loan.
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PROBIEM PIAN

ENTEE?EISE: Farn Credit JOR: Credit Instruments

PROBIEM: Use of Credit Instruments.

SITUATION: To protect the people carrying on business in farm credid,
, it is necessary %o have and use certain legal credit instru-
ments. Credit instruments and legal papers are necessary
to successfully carry on credit transactions. -

PIVOTAL POINTS:

i. ©hat are the causes of poor titles?
2. Vho does the recording of transactlions on land?
3. Vhat is a farm lease and what obligaticns does it carry?.
li» What credit instruments are negotiable? ‘
5. How doss an oil or pgas lease affect the farm owner?

6. That are “high grade credit risks"?

7. Viy do some lenders reguire a financial statement from

- the applicant of a loan?

8. 7That three types of deeds are in general use?

9. Vhat is a release or satisfaction?
10. How may a contract for deed be used in purchasing a farm?

METHODS : Glass discussion.

REFERENCES: F.C.A. Cir. 16, wUsing Credit Instrumentst, pp. 16-30.
F.C.A. Cir. 15, #The ARC's of Gredit for the Faram Familym,
Dp. 7=12.
Secure the various credit instruments from the local bank
to use as illustrative materials.

TRACHING ACCOMPLISHMENTS :

Each farmer should have an understanding of the various credit
instroments and their use connected with credit. EBach also
should realize the benefits obtained by toth the lender and
the person borrowing the wensy in holding legal papers.
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PROBLEM PIAN
ENTERPRISE: Farm Credit JOB: Farm Appraisal
PROBLEM: Appraising the Value of a Farm.

SITUATION: ©During a period of high prices farmers are likely to pay more
for a farm than it is worth. Many farms have besn foreclosed
because they were not capable of earrying the debt.

PIVOTAL POINTS:

1. Debtermine the factors which would tend to decrease the
value of the farm.
2. Determine the factors which would tend to increase the
value.
3.  Estiuste the average annual income from the farm.
L. Estimate the average normal anmual expenses on the farm.
5. Determine the soil capability classes.
6. Consider the amount and conditions of fences and buildings.
7« Consider the distance to town, school, and church.
8. Inspect the water supply for livestock and home use.
9., Determine the carrying capacity of pastures in animal
10. Determine the degree of erosion and the conservation prac-
tices being carried out.
11. Estimete the value of the farm.

METHODS @ Tisit & farm and complete the appraisal form used by the
Federal land banks.

REFERENCES: If possible, secure the help of a land bank appraiser. Hake
use of information on land characteristics shown by maps avail-
able for the area including, (a) land classification, {b) topo-
graphic maps, (c) county aerial maps, (d) soil surveys, and (e)
soll capability maps.

TEACHING ACCOMPLISHMENTS :
Bach farmer should understand the factors to consider in

making a farm appraisal. He should also understand the pro-
caedure to uwse in arriving at a valus on a farm.
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PROBIEM PLAN
ENTERPRISE: Farm Credit JOB: Short-term Loans
PROBIEM: Making Loans through the Production Credit Association.

SITUATION: Quite often interest rates on loans from lecal agencies are
higher than farmers can afford to pay. Due to the cost of
uwsing local souwrces of cradit many farmers hesitate to borrow
money and therefore do not produce crops and livestock effici-
ently.

PIVOTAL POINTS:

1. Vhy did Congress feel it was necessary to pass the Farm
Credit 4ct of 19337 ’ '

2. From what source does a production credit association
secure funds with which to make loans?

3. That determines the cost of borrowing from the production
eredit assoeciation?

he Tho approves an application for a production credit assoc~
iation loan?

5. Why are production credit associations considered as re-
liable and dependable sources of short-term credit?

6. vhat is the procedure in making a loan through the product-
ion credit association? '

7. What cooperative prineiples are found in the production

~ credit association?

8. Why is it important to consider age, health, and family
position of the individual making the loan?

9. For what purposes can you borrow money through the product-
ion credit association?

10. What production credit association serves this area?

METHODS : Invite the secretary of the preduction credit association to
discuss the procedure of making a loan and explain how the
association is organized.

REFERENCES: F.C.A. Cir. E-17, “Using Your Production CGredit Association¥.
P.C.A. Cir. E-3, "Farm Production Loans".

TEACHING ACCOMPLISHMENTS:
Each farmer should be acguainted with the organization of the

production credit asscociation and the procedure necessary in
making a loan.



PROBIEM PLAN
ENTERPRISE: Farm Credlt JOoB: long-term Loans
PROBIZNM: Making Loans through the National Farm Loan Association.

SITUATION: Many farmers are not acquainted with the characteristics,
policies, and gractices of the national farm leoan association.
Good farm incomes have encouraged farmers to buy their own
farm instead of renting. o ‘

PIVOTAL POINTS:

l. TWhy was it nmecessary for Congress to provide for the
.~ Federal land bank loans through national farm loan assoc—
iations? _ ,
2. That characteristies would you look for in choosing a
lending agency from which to borrow?
3. That principles make the national farm loan association
. a cooperative?
i, That factors will influence the rate of interest?
5. What procedure is followed in making a Federal land bank
loan? '
6. ¥hy is it an advantage to have the privilege of paying a
"~ loan in advance?
7. Tvhere does the national farm loan association secure funds
to make loans?
8. Why does the national farm loan association require a farm
appraisal before the loan is granted?
9. Tho approves a Federal land bank loan?
10. Tvhat national farm loan association serves this area?

METHODS ¢ Invite the secretary-treasurer of the local national farm loan
association to discuss the procedure in making a loan and how
the association is organized.

REFERENCES: F.C.A. Cir. E-16, "Using Your National Farm Loan Association¥.
F.CJAs Cir. No. 1, "Federal Land Bank Ioans through the National
Farm Loan Associationh.

TEACHING ACCOVPLISHMENTS:

Tach farmer should understand how the national farm loan assoc-
iation is organized and how to obtain a Federal land bank loan.
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PROBLEM PLAN

ENTERPRISE: PFarm Credit JOB: Parmers Home Administration Loans

PROBLEM: HMaking Loans through the Farmers Home Administration.

SITUATION: Many farmers do not have the equity to put into a farm they
wish to purchase which some lending agencies require.

PIVOTAL POINTS:
1.
2
3.

L.
5.

What types of loans can be ooaalned xro.n the Farmers Home
Administration?

¥here does the Parmers Home Admnlstrat.mn‘ secure funds
to make loans?

Who may borrow from the Farmers Home Administration in
buying a farm?

¥hat are the characteristics of a farm ownership loan?
Yhy does the Farmers Home Administration provide super—
vision?

6. Vhat determines eligibility for an operating loan?
7. Wuhat are the characteristics of an operating 10an'>
- 8. vheo approves the operating loans?
9. Vthat are the requirements for ellcflb:.lltv of a farm housing
loan?
10. TWhat credit controls apply to fara housing loans?
11, What are the characteristics of a farm housing loan?
METHODS 2 Invite a supervisor of the Fermers Home Administration to dis-

cuss the types of loans and the procedure in obtaining a loan.

REFERENCES: F.H.A. Pamphlet-62, “Parm Qwnership Loans®.
F.H.A. Pamphlet-lhl, “"Operating Loans for Better Farming and
Better ILiving®, -
¥.H.A. Pamphlet~183, "PFarm Hous:.n,_, Loans®.

TEACHING ACCOMPLISHMERTS:

Bach farmer should be familiar with the differeat types of
leoans made by the Farmers Home Administrstion and the pro-
cedure in making & loan.
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SUMMARY AND CONCLUSIONS

The sumnary contains the information given by 50 farmers in the

service area of Jamestown High School, Missouri, in answer to questions

asked them on farm credit. The conclusions are drawn from data presented

in this report and are used as a basis for planning units of instruction

for all—day students, young farmer, and adult clagses in agriculture.

Summary

1.

2.

3.

Te

The writer personally conbacted 50 farmers in the service area of
Jamestown High 3chool.

Approximately 25 farmers were enrolled in the veterans on-the-farm
training program and the other 25 were enrolled in adult classes
in agriculture or were adults farming in the service area of James-
town High School.

0f the 50 farmers surveyed, 92 per cent had borrowed monsy at one
time or another.

Only 2 per cent of the farmers surveyed were acquainted with the
lending policies and practices of the various lending agencies in
the county.

Eighty-eight per cent of the farmers have borrowed money to buy
livestock.

Fighty~two per cent of the farmers have borrowed money to buy
tractors and hD.per cent have borrowed money to buy aubomobiles.
Thirﬂy—six per cent have borrowed woney bto buy combines and 20
per cent te buy itrucks.

In borrowing money on real estate mortgages, 62 per cent preferred

to borrow from the local bank, 16 per cent from the national farm



8.

9.

10.

12.

13.

15.

16.

5k

loan association, 10 per cent from individual lenders, and none
felt they could qualify for Farmers Home Administration loans.
Eighty-two per cent of the farmers surveyed felt that the lending
agencies of Monibeau County were sufficlient to wseb the needs of

farmers.

-Only 30 of the farmers knew where the local office of the national

farm loan assoclation was located.

Eighty—-eight par cent of the farmers surveyed preferred to borrow
from the 1ocal bank in making short-term loans. Only i per cent
preferred to borrcw‘from individuals, L4 per cent from the Farmers
Home Administfation, énd 2 per cent from the production credit
associaiian, | | v

Only 31 of the farmers knew where the local production credit
association is located. |

Personal factors, such as knowing lender, seemed to be more im-
portant in deciding where to borrow than economic factors, such

as rate of interest.

Farners cénsider record keeping an advantage to farmers who borrow
TMONESY o

Eighty-two per cent of the farmers consider supervision offered by
lending agencies to be valuable.

Sixty pér cent of the farmers preferred to pay off a loan by equal
and regglar installments.

Seventy-four per cent of the farmers asked for advice on financial
matters, and of those who asked for advice, 8L per cent trusted
the local banker for the needed information. Fourteen per cent

had consulted the vocational agriculture teacher or the veterans

on~-the~farm training agriculture teacher for advice.



Conclusions
1. This study indicates that in the opinion of farmers, there are

2.

3.

Lo

6.

7.

advantages, as well as disadvantages of each lending agency.
Farmers should familiarize themselves with the advantageé and dise
aﬁvaﬁtages of the wvarious lending agencies and select c:edit just
as they would a piece of machinery. | |
Lending agencies have not sufficiently reached the farmers in
promoting‘their cre&it policies and practices. Through an educa;
tional program carried out by the vocational agriculture depart-
ment , mofe farmers woﬁld become acquainted with the various agen-
cles.

Farmsrs are interested in loan supervision and lending agencies
should make an effort to supply supervision.

In making a loan, farmers should place more emphasis on rate of

interest, term of loan, and repayment privileges.

Rural youth shoald understand the factors which determine a sound

basis for bbrrowing money and the advantages of establishing a
good Wcr@dit‘rating“.

Tending agencies should be able to give farmers sound financial
advice.

BEvery boy in vecational agriculbture should receive training in

farm credit.
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