


A BTUDT OF AU GXPERTIE I LAND TRIMRE

By
Dale LeRoy %itchell
Bachelor of Seience
Oklchoma Agrisulturel and Hechanieal Gollege
Stillwater, Oklahona
1941

Subaiited to %hé bDepartment of Agrilcultural Econonies
Oklahome Agricyltursl and Mechanical College
In Partial Fulfillnent of the Requirements
for the Degres of
HASTER QF SCIEHCE
194%



APPROVED BY:

ORLAROMA -
FRICTITOR AL & RS ARIOAL COTLIAR

¥ A

bEC 8 1947

ii1

-

V4 74

%ﬁbﬁiﬁf’ih Thesis Committes

U %M

“Hoad, Dapartaént"of Agricultural Economies

Dean of the Graduste School '

€Y FE [T 6y iy e
20225

e Gk



Chapter

H

Ty
&5

[

ISPORY OF 7

TULE AN T

9 1A

e & @ @

Totrodoetion ¢« ¢ o o » 2 ¢ » »

Porpoge and Sbhloehives o ¢ o e

Hiztoriend Dov

¥

Laterprise on dho ¥

PORART DRanTy

;o OF LAKE

L

L]

# 4 & & &

alomment of Land Temre , ,

5 & &

he Lifect of & ‘Eﬁ‘dﬂﬂf‘ Grop or Livestoek
Foarn Insone o o » » R

The Belation of Ixpensen io Iﬂmﬁes anyd

Their Dffect ’\i!mn the Repayaent

*

TGOS,

»

® % 9 @& & ¥ € & &

SBehednle

5 & » 4 @

Yuge

16

28

g

o8
57
41



T s )
wEoes

I,

II.

Ifi'.

VIIT.

Title

& Comparison of Faras Operctod by Tensnts in
the United States, Oklahoms, Jackson and
Fioge Counbicd o o o o o ¢ ¢ 6 o 5 o 6 v & o o o & &

Relation of F8A Payments to et Cash Incones in
Jaoksﬂm and Kiowa Counties in 1343, 1944, snd 1945

A G@mpdris@n of t;a Amount Pald in Interset Under
the Tars Seeurity Adainifgiretion and the Ancund
That Tould Have Be@n Paid on the Seme Loap with
mul‘ﬂederﬁll’duﬂqﬁ}m& # 6 0 & ® % 6 % @ O @ 6 e e %

A Conparison of ths dmount Paid in Iatsrest Under
the Farn Security Administration and the Amount
Thot Would Have Been Paid on the Same Loan ab

5?@?@@1’:@3ooo.oeoa-oidooaoaouoooo

Yalue of Food Produced on the Farn Compared with
the Value of Food Purchosed 4 o o ¢ ¢ 6 s o 0 0 6 @

Ineons from Yariouy Farm Banterprises on 48 TYenand-
Puarchase rawms in Kiowa sud Jackseon Gounties,

Average for the Three-fear Ferlod, 1843-45 ., , o &

Fara ond Fanlly Bxpenses Conmpared with Tolal Incone,
let Cagh Ins@@e, and FSA Pay'anm for 48 Yenante
Purehase Farns in Jockson amd h;>wa Countiag,
Average, Three-Yeay Povriod, 1843-48 . o s ¢ o o o

4 Comparison of Ten Tenant-Purchase TFarms Heving the
ighes& F zrn Bxpenses with Ten Tenant~Purchase Farms
aving the Lowest Form Expenses, Kiowa and Jackson
aun%*. Sy fur the Three-Year Poriod, 1548-45 , . ¢ .

Page

26

22

a1

e
€18



YEVELOEINGY OF LAND
AND STIBIR PROPLE

There have been nany atvempts by the Federal snd State governments
golve the problems arising froa the lend tenure aystems practiced in the United
Staﬁes.l Some of these experiments have failed completely while vgfying de=-
grees of success have been secclaimed by the cropounsnts of others. These
elainms have been made lerpely upon superficial cbservaiion, end no experinei-
tal evidence has been presenbted Lo substantiate them. This study proposes to
evaluste objeectively the Tenant-Purchase Program of the Ferm $ecurity Aduin-
istration in Kiowa =nd Jsekson counties of Oklahoma,

Purpoge and Objectives

The purpose of this zbudy is to analyze thils experiment in land tenure
in ap atteapt %a deternine vo what extent it is helping the férmer HECORE Oge=
tablished on the land. %Yhe setusl faram records of farmers who received loans
urder Title I of the Bankhead—Jones Farm Tenspt Lot vere snalyzed on the basis
of (1) Finencing a farm ot low interest rates uader a veriable poyment plawm,
(2) & planned farn program upder supervision, (3) The effects of a major crop
or livestock @nt@rpzi on the farm incowe apd ability to pay,tand {4) The
relation of expenszes to incomes znd thely effect on the repayment schedule,

The dats used in these analyses were secured from the Kiowe and Jackson

county offices of the Farm Security Administreti through the agoney'ls eo=
peration, These o contiguous counties were sclected for study because

Some of the earlicr experiments ir land tenure in this country were
nade by the London, Plymeuth, Walpol, snd Ohic Companies, vhich received
grants of lend from the government and underitook to promote its sobtlement
There were some individusl experiments such as the New Herviony, Indlsna, A] 50y
there have been aets, following overy major war, giving land to soldiers in
payment for thelr services,



(1) they are in similar types-of-farming areas, (2) they contained an adequate
number of farms for the study, (3) the data covered a period of time sufficient
to draw conclusions, and (4) these counties are in the same supervisory dis-
trict. This material covers 50 farms in Kiowa County and 18 farms in Jackson
County for the years, 1943, 1944, and 1945,

This study is limited in scope in that no means was found whereby the
cost nor the effect of supervision of Tenant-Purchase farms could be measured,
Nor was there comparable data whereby the amount of subsidy in the form of a
lower interest rate could be discovered, It is also recognized that the years
from 1943 to 1945 constituted a period very favorable for high farm returns,

Historieal Development of Land Tenure

Eeononic'aecurity has become of increassing concern to American farmers
during the last half century., Exeessive mobility, speculation, and exploit-
ation of the soil, associated with faulty systems of land tenure, have con-
tributed to agricultural maladjustment and diminished the income and security
of farmers.2

Some of the present problems associated with land tenure arose out of
the anecient methods of holding land and social conecepts of individual rights
in land,

Property in land originated, so far as evidence is available, in the
settled village, It arose after men had located permanently in one spot
and became aware of the possibilities and the limitations of their posi-
tion, Since that time property in land has developed through four stages;
allodial, manorial-feudal tenure, semi-manorial tenure, and free ownership,

Allodial ownerghip was a pre-feudal method of holding land, which was
not acquired from some outsider, either by purchase or gift from a lord,
but was inherited within the family, according to the particular customs
of each people, Such land was free from feudal rules but not from the

family customs, It was free from service to a lord, but was probably not
free from service to the state.

% Report of the President's Committee, arg Lenancy, Feb., 1957, p. 3.



Maporial-feudal tenure succeeded allodial ownership. In this sys-
tem occuplers of the land did not own it, Ownership was logleally and
legally vested in the sovereign, the people merely holding in various
degrees of remoteness to the throne, The manorial lord was responsible
to the state for his land and for the tenants occupying it, who paid
their superior at least two kinds of rent, along with other dues and
obligetions, This ownership system was found in both Canada and Mexico,
but it never existed in the Anglo-American colonies; however it was the
crude beginning of the present day tenure system in the United States.

The Semi-Manorial system of tenure existed in the Anglo-American

colonies from the beginning. When the king of England made a grant to
en individual or company, about to colonize some part of Ameriea, he

made a fairly liberal donation of rights to induce men to venture for
profit in the new enterprise., The most important right was the col-
lection of quit-rents. The tenant paid such rents to be quit, or free,
from agricultural or other services.

Free ownership succeeded the semi-manorial tenure system after the
American Revolution, Landed property was put on substantially the same
basis as personal property. The owner was an individual, No family,
village, or stood between the owner and the state, No rents were
due to anyone,

The free ownership system of land tenure, as it developed in America
after the Revolution and Independence, was based largely upon the land poli-
cies of the Federal Government in connection with the disposition of the vast
public domain that had been acqu:l.rd.4

There were several conditions that influenced Congress in the formation
of the land poliey following the Revolutionary War,

First, Congress was without a means to secure revenue, It had no tax-—
ing power and quite naturally came to look upon the great publie domain as a
source of income,

Second, Congress had promised lands to Revolutionary soldiers and offi-
cers—it could now make good its promise.

Third, Congress was confronted with the question of the defense of the

5 N.8.B, Gras, A History of Agriculture, pp. 255-276,

4 Each state in the new confederation had relinquished its claims to west-
ern lands to the central government., By 1855 the Federal Government had ac~
quired 2,257,924 square miles of territory, including the amnexation of Texas,



Northwest against the Indians,

Fourth, there was great danger that the western settlements would link
their commercial relations with Spain to the south or England to the north
rather than to the new republie across the Alleghanies,

Fifth, Congress had to decide upon a form of government for the new
territory.

Sixth, there was the problem of disposing of the land as property for
the public benefit.

Seventh, the country was confronted with the pressure of immigration to
the West,

With these foreces bringing pressure upon Congress, a land policy act was
passed in 1780, It provided for the disposal for the common benefit of the
United States, of the territories ceded to the United States, for the forma-—
tion of states out of these territories, and for the regulation by Congress
of the granting and selling of these lands.s

This act was followed by the ordinances of 1784 and 1785 which provided
for the surveying of land into townships seven statute miles square (some of
the later surveys were based on six statute miles square) .._6 Surveys were to
precede sales but not necessarily settlement,

Congress had favored the disposition of the public domain through land
companies since it meant sales in large blocks, However, it became evident
that this method could not succeed alongside individual settlement, and Con-

gress was forced to pass relief acts between 1792 and 1804 to relieve the

® B. H. Hibbard, A History of the Public Lend Policies, pp. 55-35.

6 Ibig, p. 40.



distress of the companies as well as the innocent purchaura.7

Between 1796 and 1820 credit acts were passed which reduced the size of
tracte sold to 160 acres at a minimum price of two dollars per acre. The
purchaser was to pay one twentieth in cash with eredit of varying lengths of
time allowed on the balance.

This credit was not practicable nor economical, It had failed as a
source of revenue for the treasury; it had not promoted the interests of the
settlers or the common benefit of the United States; and it had not prevented
land speculation. It had ecreated a large group of land owners =0 hopelessly
in debt to the government that it was 12 full years before the wreckage of
the eredit system was cleared away.s

Consequently, the credit acts were repealed in 1820 and another act
substituted, which permitted the sale of land on a cash basis at $1.25 per
acre. The size of tracts sold had been further reduced to 80 acres.

Disposition by the cash sale method of the public domain wnroved much
more satisfactory than any previous system. However, settlement was preced-
ing surveys at a rapid pace and settlers were faced with the difficult task
of establishing their claims and holding their land against speculstors and
land grabbers.

Congress made its first concrete attempt to provide assistance for the
the settler by passing the Preemption Act of 1841. Although this act wes
changed several times, its basic principles remained the same,.

The preemption right was mainly a possessory right, established by
the construction of a dwelling house and the making of improvements.

For many years the preemption privilege secured the settler inm his
right to purchase, at the minimum price, before the date of the general

7 Ivid., p. 54.
€ Ibid., p. 100.



sale of the tract of which his claim was a part. It was provided that
the preemptor should file his declaration of intent to purchase within
3 months after settlememt upon the land, or in case it was not surveyed
at time of settlement, within 3 months after the filing of the survey
plat, and should make payment within 18 months after filing his
declaration,

Payments were received in 8&:!1. in military bounty warrants, or
in agricultural college secript.

The cash sale of land becames of little consequence after the passage of
the Homestead Act of 1862. Under this act every settler was given 160 acres
of land, full title, however, to be granted only after five years of occu=-
pancy. The act was later modified to give the settler 320 acres in ths semi-
arid sections for the purpose of dry farming., Apparently Congress hoped to
encourage the traditional goal of the American land system by this act, as
it was entitled, "AN ACT TO SECURE HOMESTEADS TO ACTUAL SETTLERS ON THE
PUBLIC DOMAIN,":°

Between 1868 and 1928 the government had disposed of 230,000,000 acres
under the original act and its modifications, together with the greater area
that had been sold for cash or credit or given away under earlier systems,
it brought to an end the era of cheap and abundant land.ll

The effects of this limitation of land upon forms of ownership,
methods of agricultural productionm, cﬁepneu of farm operations, and
the price of land have been profound.

Conditions existing in American agriculture since this time have pro-
duced a steadily inereasing proportion of tenants to ownsr-operators. As

shown in Table I, the percentage of total farms rented by landlords to tenants

° Ivida., p. 170.
10 Bdward C. Kirkland, A History of American Ecomomic Life, p. 499.
11 Ibid., p. 503.

12 1via., p. 504.



Table I
A Comparison of Farme Operated by Tenants in the United States,
Oklahoma, Jackson and Kiowa Counties

: United States ¢ cuElnhou : Jackson % E : Kiowa O
: Al 3 tal : All : Total : m %ta.l
Year : farms : acres : farms : acres : : acres = s acres
: (Percent): (000) :(l’brcent): (000) :(l'ercantl. (000) :(Percant): (000)
1880 25,0
1890 28,0
1900 35,0

1910  37.0 226,513 54,8
1920 38,1 264,980 51,1
1925 38,6 264,887 58,5 7,590

1930 42.4 306,409 61.5 8, 385 60.9 61.8
1935 42.1 336,802 61.2 6,661 65.3 229 59.0 304
1940 38.7 311,899 54.4 5,961 49.1 187 54.1 238

SQURCE: Census
increased steadily from 1830 to 1930, declined slightly from 1930 to 1935, with
a marked decline between 1935 and 1940.

Scme of the causes for an increase in the number of temant farmers in
relation to owner-operated farms between 1880 and 1930 were:

First, the closing of the frontier and the rapid industrial development
of the country created a land boom in the sgricultural areas of the United
States. Fortunes were made in farms, but not by farming. Land vzlues went up
from one dollar and a half an aere to a hundred and fifty dollars an acre in a
comparatively short period of time (1890-1921), Farmers who bought land to
farm discovered that it took all their incomes to meet the payments on land
for which they had paid exorbitant prices, leaving little, or nothing, on which
to live. As a result, debts became too great to carry and many farms werse
forced into bankruptey and were eventually foreclosed., This land was either
sold again at high prices, or rented to those farmers who had lost their farms

or to others who used tenancy as a means to secure the use of land. The



rentals on farme were usually based upon the abmormally high land values,
acting as a barrier against those who would have used tenanecy as a stepping
stone to farm omrship.m

Second, since 1920 the prices received by farmers have declined in re-
lation to the retail prices of goods which they buy. As a result, the re-
ceipts from the sale of their products were too small %o provide them with
little more than the necessities for living. The farm owner likewise during
this period was foreced to mortgage his farm to make up the difference in the
cost of commodities purchased and the amount received from the sale of his
products, By the same token, the tenant farmer was forced to spend the cap-
1tal he might have used to become a farm owner. :

Third, the development of tenancy in the United States can, to a large
extent, be attributed to the land policies adopted or practiced by the
Federal Government.

Restrictions in the homestead policy led to the creation in some
regions of units too small for economical operation, and our systems for
disposing of public land included no adequate measures for preventing
occnpanci!sot inferior land or development of land speculation and
tenancy,.

Fourth, the method by which title to almost all the agricultural land in
the United States passed to private owners did not militate against keeping
ownership in land, but did very little to help keep it in the hands of those
who worked it,.

Fee-simple ownership has also implied that the right to unrestricted

use was also a right to abuse the land. The faet that a large number of
owners have been concerned chiefly with early sale has militated against

13 United States Department of Agriculture, Toward Farm Security, 1941,
ps 1l.

14 1pid., p. 22,
15 Report of the President's Committee, Farm Tenaney, 1937, p. 6.



permanence of occigancy by themselves or in tenant contracts that would
assure stability,

Fifth, prior to the organization of the Federal Land Banks, farmers
were handiecapped in achieving farm ownership becauss of the lack of credit
in some areas, The major sources of farm mortgage credit at this time were
farm mortgage companies and insurance companies that were free to select
their areas of operation with little restriction upon their rates or terms,
As a result, the farmers were handicapped by short terms, high interest
rates, and by the lack of any well-organized method of tapping investment
markets for farm mortgage I‘nnxlm.]'7

Before the adoption of a variable payment plan, even under the credit
facilities made available by the land banks, the traditional requirement of
uniform annual payments accentuated the distress in depressioms, resulting
in loss of ownership and lapses into temancy,'®

There are, no doubt, many other reasons for this increase in farm ten-
ancy, but the problems resulting from a high percentage of tenancy remain
the chief concern.

One of the important problems arising from the high percentage of ten-
ancy is the constant shifting of the rural population. Few tenant farmers
occupy one farm for more than two or three years, In the spring of 1936,
34,2 percent of the 2,865,000 tenant farmers of the United States had oc-

cupied their present farms for only one yeur.lg

16 Ibid.' p' 6'

17 William C. Murray, Agricultural Finance, p. 200.

18 Report of the President's Committee, Farm Tenancy, 1937, p. 6.

19
Ibid., p. 7.
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This continual moving from farm to farm not only lowers ths efficieney
and standard of living of the farmer; it also lowers the value of the farm

he operates.

A conservative estimate of the direct cost of the average temant
move in Oklahoma is about $25,00. But the direet cost of moving is only
a small portion of the real cost of useless moving. Useless moving is
a destroyer of opportunity for financial advance in that it prevents
many men from organizing their farm for long-time efficient yielding
production. For example, an investigation among several hundred ten-
ant families in the state revealed the fact that those who had averaged
a move every two years were operating farms that averaged $5652 in value,
while those whose anggo gtay was six years or over had farms worth, on
the average, $12,288,

The tenant whose average stay on one farm is only two years, has little
incentive to improve or conserve the soil, He cannot afford to apply fer-
tilizer or practice crop rotation. He cannot afford to maintain and improve
the buildings, woodlot, or fences. Hs can only follow a cash crop system,
draining from the farm all that he possibly can during his short tenure, and

leaving it for another and perhaps worse onma‘1l

20 5, 7. Sanders, "Landlords, Think Over That Proposed Move--It May
Not Pay," Curreat Farm Economics, December, 1929, p. S.

2 Report of the President's Committee, Farm Tenaney, 1937, p. 6.




CHAPTER IX

THE FARM SECURITY ADMINISTRATION
PROGRAM--ITS PURPOSE AND OBJECTIVES

The problems in land tenure, deseribed in the previous chapter, were
magnified by the depression which began in 1929, Crop failure and low prices
placed many farm families below the level of subsistence, and financial as-
sistance became necessary if this low income group were to remain on the
farm, If relief were not given, there were only two alternatives-~to swell
the ranks of agricultural migrants or to become a burden upon the already
over-taxed relief agencies. The industrial areas were already receiving
government aid; consequently, it was only logical that rural areas should
receive the same consideration.

At first, the govermment provided individual states with sums to be
used directly for rural relief. However, it waes guite apparent that many
farmers did not need nor d4id they welcome outright relief in the form of
grants or subsidies, but they could become independent of relief if loans
could be provided to purchage livestock, feed, machinery, or seod.l This
idea formed the basis for the rehabilitation program, which took the follow=-
ing form:

In April, 1934, the Federal Government alloted relief money for
the rural rehabilitation program, operating through the State Emergency
Relief administrators. The program was highly decentralized, and varied
considerably from state to state. In most states a "Rural Rehabilita-
tion Corporation™ was organized to handle this work. These corporations
were financed by sllocations totaling about $70,000,000 from the Federal
Government.

By March 1, 1935, more than 87,000 families had received loans from
the state corporations. In that month, rehabilitation was extended to

many families who had previocusly received direct relief; and by April 1,
the case load had jumped to more than 250,000,

! william G. Murray, Agrieultural Finance, p. 292.

11



On July 1, 1935, the Resettlement Administration took over the rural
rehabilitation program from the F.E.R.A, In the beginning, it was planned
to continue this work through the state rehabilitation corporations, but
a ruling by the Comptroller General halted this method of operation. As
a result it was necessary to set up state Resettlement offices, taking
over most of the rural rehabilitation corporation personnel. To avoid
over-lapping, the state Corporations were asked to turm over their man-
agement and their assets to Resettlement Administration,

The rehabilitation loan program expanded rapidly--and for the first
time in history, the government was combining credit with training and
sound farming methods. Resettlement Administration county officials
became supervisors, as well as loan agant!, and each standard loan was
based on a farm and home management plan.

In 1936, the Resettlement Administration became a part of the United States
Department of Agriculture.

In 1937, Congress passed the Bankhead-Jones Farm Tenant Aet. This Act
was a result of the investigation and report of the President's Committee on
Farm Tenancy and was designated as an Act "To create the Farmers' Home Corpo-
ration, to promote more secure occupancy of farms and farm homes, to correct
the economic instability resulting from some present forms of farm tenaney,
and for other pur;posos..'3

The Secretary of Agriculture designated the then existing Resettlement
Administration as the agency to carry out the provisions of the Bankhead-
Jonee Farm Tenant Act, and changed it to the Farm Security Ad.-inistratian."
This new agency was to carry on with the principles and organization of the
Resettlement Administration with county, district, state, and regional offices
with headquarters in Washington, D. C. The funetions of each of these var-

ious officee have been summarized as follows:

2 Parm Security Administration, History of the Farm Seeurity Agministra-
tion (processed), pp. 2-6.

3 Public No. 210--75th Congress, lst Session, Chapter 517, p. l.

4 Te Farm Security Administration was changed to the Farmers' Home Ad-
ministration on November 1, 1946, The Regional offices were abolished and
other minor changes in administration were mede.
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c.

County office:

The "spearhead" of the Farm Security Administration program is
the county office, where applications for loans are made, farm and
home plans worked out, and the actuel work of planning, supervision,
debt adjustment, and collection is done. All contact with the
borrowers ordinarily is made through the county office, There are
nearly 2,000 of these offices, each with a eounty supervisor, and
usually & home management supervisor, and a stenographer or clerk,
depending on the case load. The supervisors work with the borrowers
by going to the farms, where they can actually see the problems each
family faces.

District office:

A district supervisor co-ordinates the work in several counties,
and works with county persomnel on problem cases.

State office:

The State PDirector, assisted by an Associate State Director in
charge of home msnagement, has charge of the work of the distriet and
county supervisors in his state. He also sees to it that the program
makes use of the educational material available from the State Agri-
cultural College, the Experiment Station, and the Agricultural Bxten-
sion Service., He does a good deal of work in linking the program to
that of other agencies in the state.

Regional office:

Each of the twelve regional offices has full charge of the work
in several states that have similar farming conditions and problems.
A farm management and a homs management staff work with supervisors
in the field and advise the people in immediate charge of the re-
habilitation and resettlement programs. All of the fiscal work on
making loans is done in the regional office.

Washington office:
The Washington office is responsible for making poliey, co-

ordinating the work of F.S.A. with other agenecies, and performs ser-
viee functions for the field offices.”

The Farm Security Administration had two broad gemeral objectives; Im-

mediate objective, to relieve the finaneial distress of farmers during the

current depression, and the ultimate objective, to promote a long-time

O Farm Security Administration, History of the Farm Security Administra-
tion (processed), p. 9.
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program of stability and sseurity of rural people on the land. The sgpecifie

cbjoctives ars as {ollows:

Impedinte objeetives of the Farm Security Administration:

First, to relieve the suffering and misery among rural peopls by
making it poeeiblas for them to hecome self-supprorting

Second, to improve the level of livimg among the low-ineoms farmers
and farm workers through an improvement in their health, housing, sanie
tation, and dists ,

Third, to inersase reasl income by beiter mothods of farm znd howe
planning; ‘

Fourth, to reduce the load of indebtedness;

Fifsh, to stem the dangerous tide of migratory workers by providing
graater security to workers on the land;

Sixzth, to reducs the coust of rural relief by making farm families
self-supporting. 6

Ultimate cbjectives of the Farm Security Administrations

First, to reestablish people now Tarming poor land on land which,
by proper manegement , can guarantes the Tamily a deesent living both in
goods and in the reguired cash; '

Seeond, to improve the techniques and planning on the family-type
farm so that it may become a souree of strength to the Nation as a whole;

Third, to wsave into the general fabrie of community living all the
families which at present are gradually forced out of the gsneral com-
manity 1ife by their low incomes;

Fourth, to work toward a more eguitable adjustment of the populatien
on the land, involving relocation of families from over-populated areas;
the subdivision of large holdings eapable of supporting a large mumber of
families on a sztisfactory level of living; and the development of cer-
tain under-populated arseas.

Fittk, to work toward a eontrol of land prices uhich would be con-
sistent with ite use value rather than with ite speculstive value, apd
thereby safeguard the family living against unjustified eapitalization of
earpings through inereaged land pricss;

Sixth, to reducs the number of form tenants in the United 3tates;

Seventh, to improve the status of farm tenanis by a widssnread adop-
tion of long-term written leasss which will safeguerd the interests of
both farmers and renters sud provide incentives for protecting and im-
proving the land;

Eighth, to develop and increase eooperating leasing and purchasing
associations to mest ths nesds of low-income groups;

Ninth, to regain the balence and values of rural living which the
@wrsu%t of agriculture hag always had sines the beginning of civilized
life,

8 United States Department of Agriculture, Toward Farm Security, 1941, p.

7 Ibid., ps 63.



The Farm Sscurity Administration, as organized under the Bankhead-Jonas Act,
had two manjor functions, the meking of Eehebilitstion loaneg, and T@ngnt Pnr;
chage lonns.

- The Rehabilitation or Standard loone are made for the purpess of Tinace
ing the purchass of livestock, farm egquipment, supplies, and for other farm
needs, including mincr improversnts and minor repairs oz real property, for
the refinancing of indebtaedness, and for family lubsist@nce.g

Thes amount of these loans to any ore borrower wos usually limited to

52,500 or less, depsuding upen the individual case needs, The intcrest rate
was 9 percent per annum with terme of ons year opn funds used in the purchasse
of consumptlon geods, and up to five years on "recoverable™ goods. These
loans are sseursd by a chattal mortzage, a lien on crops, and an gssignment
of proeseds from the szals of all sgriecultursl jpr»ac‘iuc‘t’:s,_“;s

In order to be elizible for a loan under Title 1 of the Bankhead-Jones
Act, the borrower must be a citizen of the United States.lG Sueh loans are
availzble only to low ingome ferm lamilies ﬁhﬁ are, or recently were, farm
owner-operaters, farm tenants, farm laborers, or farm sharecroppers. Such
families must bave an agrieultural background, be in need of supervissd and
fivancod farm and home management, ve able to maintein or increase living
and health standards, and have a reasonable possibility of refaying the lozn,
Ho farmer was eligible for a loan if he could obiein adequate financling

alaswhers .

“

3 - e w s ” .
The RBankhead-Jones Farm Temaut Aet, 1837, Title IX, Sec. 21 {

)e

08

7 Ibid., Title II, See. 21 (b).

30 1., Title 1I, See. 21 (c).
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The Tepant Purchase or Farm Ownsrship leoans were made for the purpose
of fipancing the purchase of a fanily-Utype farm, additionsl land to make a
family-type farm, new farm and home improvements, repalrs to Tavih and home
im@rﬁvamaﬁﬁs, and for land improvement and development. XNo loans were to be
made unless the Term was of sufficient size to constitule an efficient farm-
management unit and to engble 2 diligent farm family to carry on successful
farming of a type suited to the loeszlity in whick ths farm was situated.ll

The amount of a Tenant-Purchase loen could not execesd the appraised
value of ths farm as determined by the Coanty ¥Si Gommittee,lg the Counby
FOA Supervisor, amd the FUA Appraiser. A specified price limitation Tor
gach ¢ounby in the state was bassd upon a ten~year average of ths prics of
farms in the conuntye.

Tapant-Purchase losns ars madse ou Lirst morbgage security for a period
of 40 years al an jinterest rate of 3 percent (the iutersst rate was raised
to 3,5 percent in 1946), Anmuanl amortization paymente on principal of 4,326
percent reduce the principal te zero as the end of the 40-year pericd. The
total annual payment is, therefores, 4.320 percent. After five years, any
pard or all of the loan may be pald st sny tims. 5

4 new feature of the farm loap program is the variable payment plan pro-
or 1z the Act, which is as follows:

< W

The Secretary may provide for the payment of any obligatlon ov in-
debbedness to him under this Act under a sysbem of variable payments

11 Ip1d., Title I, Sec. 1 {e).

12 The County FSA Committes is composed of three farmers residing in
the county. They are appointed by the Saerstary of Agriculture, and their
Tunction is to revisw applications with reapect to the borrowsr and the
farm on which the losn is 10 ba mads.

18 The Bankhead-Jones Farm Temant Aet, 1937, Title I, See. 1.




under which a surplus sbove the raguired payment will be collscted in
poriods of above-normal production or priess and employed to reduce

paymente below the required payments in periods of sub-normal production

or prices.

Tenant-Purchase loans are authorizsad in the United States and in ths

territories of Alaska, Hawaili, and Puerto Rico. In order to be eligible for

thess loans, the prospective borrower must be a citizen of the United States
He must be, or recently have been, & farm tenant, farm laborer, farm share-
eropper, a reesnb owner, or the owper of & small ascrease. Preference was
given 10 persons who were married, or who had dependent families, or, wher-—
sver practicable, to persons who were able to make an initial down psyment,
or who WeTG awnerslof livestoek and farm implements necsessgsry to carry on
Tarming oparations.15
Applications for Tenant-Purchase loans ars filed in the county office

of the Farm Security Administration and sre examined by ths County Committhee

composed of threse Parmers residing in the county. If the committes finds

17

that an applicant is eligible to rsceive a loan, that by reassons of his char-

agter, ability, and experience he is likely to carry oub undsrtakings re-
quired of him, and that the farm, for which ths application is mmde, has a
productive eapacity sufficient to inswre a reasonable likelihood that the
moking of the loan will carry out ths purposes of Title I of the Bankhead-

Jones Act, the committes will recommend that tha loan be made.16

- 1pi4,, Title IV, Sec. 48,
15 1yi4,, Title I, See. 1.

*8 1nia., Titls I, Sec. 2.



GHAPTER XIT

PINARCTHG A TARY AT LOW INTHREST RAT
AND UNDER A VARIABLE PAYMEHT PLAW

>

Kiowa and Jackson counties, in Southwestern Oklshoms, have a total of

5,945 forme conteining 1,108,224 aecres, with & rursl population of 18,281.

Soils in this aresz can be broadly classified as residual, alluvial, and sandy.
With an aversge annual rainfall of about 27 inches, this area is adapted to
the production of both wheat and cotion as primary cash crops. Algo, sccords
ing to the 1245 Census, thesec two counties have 381,8E1 acres of land pas—

tured, which makes livestock enterprises a major souvce of farm income.

ot
B

The discussion in this chapter asnd the two succeeding chapters, with b
sonclusions drawn, will be based upon the actual farm records of %0 Tenant-
Purcheage forms in Kiowa County and 18 Tenant-Purchsse farms in Jackson Countye

,.

These 48 farms were all the Tenant-Purchage farame in Kiowa and Jackson eoune
ties on which records were available for the years 1943, 1944, and 18545,

The faras and the operators were selected according to the standsrds of the
Farm Security Administration ss outlined in Chapler II,

It is generally recognized that one of the major fuetors directly ag-
socisted with the success or failure of farm awnership‘lcans is the repay—
ment schéduleg Prior to the adoption of a Yariable Payment Plan of repay-
ment, horrowers were held to rigid fixwed payments which were determined ab
the time the losn was made.

he wreskdown of the morigage eredit structure in 1981-38 wes cosene
tislly a produet of the clash between fixed requiremenis of the mortgage cone

P

tract end the wide flunetuabions of dollar levels of farm income, In an

1. . o
ds Ke Galbrath, R, i, Maecy, snd V. Malenbaum, “Farm Horigage Loan

Repayment,® Journal of Farm Lgonomics, Vole 15, ¥o. 3, fugust, 1937, p. 278,

18
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effort to avold a recurrvence of this breakdown of the mortgage eredit strue-
ture, a few agencies, dealing in farm mortgaze lozns, have beosn experimenting
with various formg of the Variable Payment Plan.

‘For a number of years, the Federal Lland Banks bave been making a part
of their loans on the so-calied "Springfisld™ plan of smortization. Under
this plan the borrover pays & firxed installmesnt of the principal throughout
the life 6f the loan. The inderest payments and éonsequantly the tobal annu-
al or senmi-anmmal installments grow smaller sach year of the life of the lomn.
With this arrangement it ie eonvenient to permit the borrowsr to prepéy his
prineipal, and his loan is not declared in defeult if he foregoes principal
peyment so long as the tc;al of his prepayments equals or eiceeds the amouut
eurrently due. Hs camnot, however, prepay inﬁerest.g

The Astnz Life Insurance Company has developed an interesting experimsnt‘
in making a small number of loans with payments based on the price of corn.
Uhen éh@ price of corn at Chicagp on certain designated dsys in the marketing
season averages:

1. Below 81 cents, nc payments on prineipal are required;

3. 61-70 cents, 2 percent on principal is required;

3e 71-B0O eenﬁs, 4 percest on prinelpal is requirsd;

4. 81 cents or over, & percent on principal is requirsd,

Payments may be made at other times and accumulated in a reserve for
maebing roquirsd payments. Payments of & percent were required in the spring

of 1957, anéd 1%t was stated that nearly all of the borrowsrs eithsr met the
payment, or had acewmilsted adequate regerves Lo do 50.°

£ Ibid., p. 769.

3 1. J. Worton, Financing Agriculturs, p. 179.




The Variable Payment Plan adopted by the Farm Security Administration
for the repayment of Tarm ownership loans provides for payments adjusted to
the Tarmer's pet incoms,

When a Tenant-Purchase borrower recelvss a loan he is allowed o chooss
between the ¥Fixed Payment Plan and the Variable Payment Plan. IFY thz bor=
rower chooses the Fixed Paymeat Plsn, be will be oxpected to pay 4.326 per-
cent of the lean each year regardless of his income. This will retirs both
the principal snd irbersst in 40 yearg. Tho chiefl sdvaptage under thig plan
iz that the borrower knows in advanco what his annual_paymenﬁ will e and
be able to invest the rest of his ihcoms as he wishes. It is possibile under
this plan to pay more than the fixed imstallment ond thus pay off the loan
in 1sss than 40 years, bul thess extra payments will noit allow the borrowe:
to pay less than the fixed_amount any one yea:vwithﬁut beconing delingquesnt,

Under the Variable Payment Plan, the ém@unt that the bvorrower will be
expected to yay esch year will depend upon thes omount of his ngt cagh incoms.
This will be shcwn by the family record book in which both income snd exw
penses are listed. If the borrower's net cash income is large, he will be
expected to make a payment in proportion te his ineoms, If it is littls or
nothing, he will be expected to pay acccrdingly. His loap doss not hecoms
delingquent, but the payments under this plan must also average out so that
they will retire both the prinecipal and interest in 40 years. The borrowsr
may pay off his loan as fast as he wants to under either payment plan, exceph
that the lsw does not permit final vayment in less than five years without
specisl aprroval.

The amount of the borrower's net cash incoms thet hs is sxpected to pay
undér the Variable Payment Plan is dstermined by whether he is "up to sched-

uls," Mahead of scheduls,® or "behind schedule.” The borrower will be "™up
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te geheduls® ot any time if he has paid exmebly the sase amount that would
have beer due under the Fixed Payment Plan at that time; he will be “ghead

Y

of sehedule” if he hag paid more than that, or “behind schedule” if be has
borrower ig mors than three years chead of sehedule, ko will not
be required to pay sny specified amount on his lean, If hie iz three yesrs
ahead of schedule snd has avbeoé year, he will be asked %@ pay ab leash
4,528 pereent of his loaa, wﬁigh is the same as the annnal installment would
be under the Fixed Paynent Plan, If he is two yenss ahead of schedule and
hes & good year, he will be sxpected to pay ab leash twiee the annval ip-

stellnent, If he is only one year shead of gehedule and hig net cash income

s

i

i

sufficient, he will be expseted to pay b lemst three times whalt the
anmual ingtallment would be under the Flxed Payaent Plan,
If the borrower il behlnd schedule aud his nst ocagh income is less thexn
4,386 percent of his losn, he will be expscted to pay 8ll of his net ua”%v
inectie, This should be no hardsghip besause the neeessary living aad operste
ing expenses are allowed first, so lomg es they are ip line with the fara and
home msnagenent plsan,

If the borrover hag ehs sen one plan of repayacnt and wishes to change to

the other, he may do so om the date that principal and interest fall dus, proe-

b

vided that he is up to schedule with his uaym@abs, and nrovided that he hes
net borroved monsy to make the payacabs. s The Farnm Sceurity Adainistratl

regserves the right to transfer sny borrower from the Variable Payuent Plam
o the Fixed Peyment Plan if he falls o psy the amount for whick he isg

91116 if hig reeords arve too inconplete or inaccurete S0 deteraine his net

S 4

4 5 Tenant-Purchese borrover may borrew momney from the FSA Rehabilitee
tisn Progran,
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cash income, or if, without soms goed rsason, he should fall behind scheduls
20 percent more than the average of all borrowers in the county for mors

-

than two years, If for any or 21l of these reascons ths borrowsr should be
transferred to the Fixed Payment Plan, he will be expected %o continus there-
after on the fixed annual bhasis until kis debd iz retirsd.

Table 11 shows the relation betwsen the FSA repayment aud the net cash
income of the 48 borrowers in Kiowa and Jackson eounties. When the net eash
income was small, the FSA payment was small; whsen the net cash income was
lsrge, the F3 payment Wss large, except in the cases where the Fixed Pay-
ment Plan was followed. The averaze FSi payment in County 4, in 1943, &z-
coeded the average net eash incoms becauss in some eases, particulsrly &-1,
the borrqwar used funds accumulated in previous years to pudt him ahead of
schedulo. Although saveral borrewers in both countiss were more ﬁhan'three
years ahead of scheduls in 1944 and 1948, they continued to make payments in
lize with their net cach incomes,

In the group of borrowsT s studied, thers was only one case whesye it was
necassary bo transfer a borrower to the Fixsd Paymernt Plsn. In the case of
A=13, the borrower died aftor a long illness, and special permission was
granted by the Reglomal Office to waive payments ia 1943 without the loan
hecoming delinguent. Pormission was also given, upon the recommendation of
the Sounty Supervisor, for the widow to eonbtinue operation of the farm under
a fixed payment plan.

In a1l thres years, the 3 percent intevest rate charged on Tenanh-
Pyrchsse loans was the lowest inﬁeras? rate available on Parm morigage loans
in the counties studied. The second lowsst was the 3} percent subsidized
rate on Federal land Bamk losns. Toble III shows the actual inberest pay-

ments made by the FSA borrower as compared with the smount that would nave



in 1943, 1944, and 1945

Table II
Relation of FSA Payments to Net Cash Incomes in Jackson and Kiowa Counti

3 $ : 22 ) s . 1944 s
:t HNet 3 : HNet s HNet 83 : Net : !::h : Net 1
Case 1@ Cash : FSA 3 Cash FSA s Cash : FSi 23 Case : Cash 2 FSA o FSA ] Cash ¢ TFSA
$  Income s Payment ¢ Income 3 P ¢ _Income : Payment 32 s Income : Payment @ Income : Payment : Income ¢ Payment
(Dellars) (Dollars)
A1 780 2,250 282 500 1,200 1,150 B-1 1,405 700 1,509 1,588 2,088 2,000
A- 2 421 539 1,150 1,000 1,820 1,500 B- 2 279 599 879 848 1,346 1,500
A- 3 1,495 1,200 814 794 817 800 B 3 431 408 - 684 408 441 408
A- 4 125 226 1,407 1,000 516 501 B- 4 217 658 2,060 2,009 1,519 1,250
A- 5 1,232 1,300 1,195 1,001 2,150 2,100 B- 5 325 300 870 700 530 500
A- 6 799 750 1,602 1,500 2,060 2,000 B 6 1,452 1,451 999 1,000 1,106 1,000
A= 7 688 801 682 671 2,014 2,000 B- 7 254 415 1,576 1,580 1,553 1,500
A- 8 €84 601 1,065 999 925 200 B- 8 b52 400 744 700 861 800
A- 9 422 500 1,414 1,400 2,039 1,900 B- 9 807 667 714 714 626 827
A-10 1,038 1,001 2,161 2,000 1,287 1,000 B-10 841 830 716 415 675 415
A-11 772 800 2,125 1,600 2,269 2,250 B-11 342 471 1,798 1,659 2,115 2,000
A-12 875 500 1,404 1,200 2,108 2,000 B-12 1,600 1,402 1,266 1,046 2,105 1,600
A-13 0 0 340 589 1,130 389 B-13 .522 521 1,368 1,000 1,299 1,000
A-14 280 1,081 1,100 1,000 266 331 B-14 141 177 656 555 989 700
A-15 1,008 1,000 500 417 2,943 2,648 B=15 1,310 1,100 2,545 1,500 2,596 2,500
A-16 708 692 1,053 1,058 1,887 1,385 B-16 €694 926 815 550 - 559 380
A-17 778 750 2,726 2,500 1,006 999 B-17 1,616 1,200 940 1,000 2,660 2,650
A-18 2,165 2,000 1,121 1,000 2,320 5,000 B-18 675 650 2,205 1,750 3,187 3,000
Ol o B-19 199 279 1,353 608 821 800
Total 14,756 15,791 22,740 20,009 29,752 26,851 B-20 169 228 766 500 918 634
Average 819 877 1,263 1,112 1,652 1,492 B-21 1,257 1,328 1,086 765 797 1,080
B-22 3,071 2,500 2,255 2,326 2,031 2,000
B-23 1,480 1,400 1,138 1,160 1,336 1,200
B-24 154 429 1,855 885 488 910
B-25 252 425 1,647 1,284 1,850 1,836
B-26 785 1,000 685 680 66l 500
B-27 618 550 532 850 1,589 1,000
B-28 250 595 1,310 1,282 1,150 1,000
B-29 468 818 599 500 2,600 2,500
B-50 1,650 1,500 2,187 2,000 1,200 1,000
Total 24,295 25,727 57,558 51,268 41,205 38,040
Average 809 791 1,251 1,042 1,376 1,268




Table III :
A Comparison of the Amount Paid in Interest Under the Farm Security Administration
and the Amount That Would Have Been Paid on the Same Loan
with the Federal Land Bank

¢ 19435 s 1944 s 1945 _ 2 : 1943 e 1044 3 1945
_Cege 3 FSA 3 FLB 3 FSA 3 FIB 3  FoA : FLB _:: Cage @ FSA : FIB ;. FSA s FIB :  FOA ¢ FiB
(Dollars) ' (Dollars)

A= 1 174 203 148 169 87 102 B-1 147 172 212 247 162 189
A 2 155 158 272 317 157 185 B- 2 207 241 202 236 267 511
A 3 186 217 155 181 145 169 B- 3 264 308 267 311 275 321
A- 4 199 233 186 217 197 230 B- 4 189 220 le64 191 110 128
A= B 242 282 220 257 185 226 iB=» & 145 170 139 162 116 135
A= B 164 191 186 217 90 105 B~ 6 179 209 91 106 143 187
A- 7 65 76 104 121 113 152 B-7 244 285 182 212 225 262
A- B 211 246 208 245 159 186 B- 8 272 317 501 351 119 138
A~ 9 190 222 219 256 141 165 B~ 9 283 330 291 339 63 73
A-10 195 228 172 201 125 147 B-10 249 291 165 195 353 411
A-11 228 267 211 248 180 222 B-11 179 209 300 350 182 224
A=12 226 264 277 325 225 263 B-12 2354 275 247 288 139 182
A-13 0 0 - 389 454 300 350 ‘B=13 240 280 212 248 163 190
A-14 103 120 253 272 169 197 B-14 79 9 101 117 96 113
A-15 258 278 258 2565 158 184 B-15 184 215 221 258 184 215
A-16 182 212 170 198 140 163 ‘B-16 213 249 214 249 151 176
A-17 156 182 150 175 86 100 'B-17 215 250 194 226 168 196
A-18 123 44 96 112 262 506 B-18 224 261 144 168 88 1035
B-19 170 198 168 196 143 167

Total 5,017 3,523 5,601 4,212 2,929 3,430 B-20 77 89 141 164 136 159
Average 168 198 200 254 162 191 B-21 92 107 261 505 210 245
B-22 246 2868 165 192 109 128

B-23 113 151 64 75 63 73

B-24 86 100 190 222 114 155

B-25 242 285 133 155 208 243

B-z6 935 109 343 400 250 292

B-27 219 256 250 269 205 239

B-28 338 594 291 359 28 115

B-29 226 264 147 171 131 153

B-30 104 122 225 263 55 64

Total 5,753 6,711 6,005 7,005 4,756 5,525

Average 192 224 200 233 158 184




been paid on the same loan at Federal Land Bank rates. These figures show
that the average borrower paid $91 less during the three year period on a
Farm Security Administration loan than he would have paid on a Federal Land
Bank losn.

It would seem logical to presume that the average farm mortgagor would
have been paying 5 percent interest on a loan during this period. The amount
thet would have been paid at 5 percent as compared with the amount that was
actually paid under the Farm Security Administration would have been 40
percent higher (Table IV). According to these figures, the Tenant-Purchase
borrower would have paid an average of $359 more for the same size loan, for
the same period of time, if he had been financed by an agency charging §

percent interest,
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CHAPTER IV
A PLAWIED FAWMS FROCRAY UNDIR SUPERVISIORE

A ecommon criticism leveled sapgainst farmers ig that thsy do not organize
and manage their farms in a businese<like manner. They do not keep books;
they do nob prepare a budgst; and they do not distinguishk between personal
outlsys and outlays for crop and livestock ezpendituras.l In order %o over-
cozme these eriticiems, the Farm Security Agministration has required that a
Toenant-Purchase borrower be willing to cooperate with F&k; that they agree
to kesp ferm ant family records; and that they will plan their farm and home
activities.

The fars and home man_agement plan 18 the hub of the Farm Security super-
visory program. Thies is not a prepared plan given to each farmer by the FSA
Supervisor, but is a suiteble plan worked out by each individual farmer, with
edvice and help from the County Supervisor and Home Management Supervisor.

Beforg the fermer can prepsre g workable farm and home mensgenent plam,
he pmed hava a bage on which te begin., The plan for the Lirst year as z
Tenant-Purchage borrower will be hased upon whstever racords are avoilzble,
or it may be largely guesswork. The fqllowing Parm and home nenagement plans
will be based upon the farm family record bock whichveach family is required
to kecp. The record book will show itemiwed expenses and incomes as well as
2 begimning end endipz inventory of all his assets. Where ths record book is
kept, it will give the farmer ap accurate picture cof his farming activities
during the past year and will ensble him to make ebanges that wlill inercase
his net returns.

The kind of farm and home wmenagewent whieh the F3A oupervisorz btesch is

spedially designed to meset the problems of the small farmer. The farm plan

! G. W. Forster, Farm Organizebion and Wenagewent, pe 48.

=7
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has three basic objectives:

1. The production at home of most of the family's food and livestock
feed, This is called "live-at-home" farming,

2. Cash income from at least two sources-—no more one-crop farming,

3., Methods that will build up the fertility of the soil and put every
foot of ground to the best alternative use,

If the plan is carried out, the family will have plenty to eat and to
feed its livestock, whether or not it has much cash income. By raising sever-
al cash crops, the farmer reduces the risk of weather hazards and poor mar-
kets. Through careful land use he maintains the 3011.2

The first objective of the farm plem calls for the production of a large
proportion of the family food and livestock feed on the farm, Table V shows
the value of food produced on the farm comyared with the value of food pur-
chased by each farmer in the twe counties during the three-year period_. These
48 Tenant-Purchase borrowers produced an average of 51 percent of the total
value of food consumed during this period, Assuming that each farm family
would have bought the total amount of food consumed, this represented an
average cash saving of §515, When compared with the repayment schedule, this
amount is greater by $465 than the average yearly payment mdc.s It appears
that the live-at-home program has been very effective.

The Effect of A Major Crop or Livestock
Enterprise on the Farm Income

The second objective of the farm plan seeks to have two or more sources
for the farmer's cash income, The total average cash income of the 48 bor-
rowers is distributed between wheat, cotton, livestock enterprises and other

% United States Department of Agriculture, The Farm Security Administre-
m’ w 1’ 1941’ p. u.

5 The average annual ent made by this group of borrowers during 1943,
1944, and 1945 was $1,081 E'rahle ViI).
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incoms, which includes AMA payments, work off the farm, and the sale of
crops other than wheat and cotton (Table Vi), Thess farmers received axn
average ef S? poreent of their total incoms from livestock enterprises, 32.8
percent from cotton, 17.5 percent from wheat, and 12.7 percent from other
souréss1 On the basis of thess figures, a farmer could have a complete fail-

ure iz cotbon and still havs an sverage income of $3,196, or & wheat failure
would leave an average income of %5,923.%

In order to accomplish the third objective ol the fsrm plsn, ihe Farm
Seeurity Administration requires that every Tenant-Purchiase borrowsr coop-
srate with the So0il Conservation Servics when it is at all possible for them
to do s0. PFurther technicsl ssgisbance and advice on improved farm oractices
and better farm mapagemsnt ig availsbls to the borrower through FSA coopsra-
tion with the Extension Service, the dpricultural Experiment Stations, and
other State and Federal azgencizs,

The Reglation of Expenses to Incomes and Their
Effect Upon the Repayment Schedule

Since expenditures Tor farm operations, family living, and eapital goods
are important in determinlnz the net cagh income, careful attention is always
given to the planning of expensss in preparing_the farm and home managemend
plan, The family should always think of this plan as a flexible guide to
spending rather than a rigid schedule of expensas. It is recogoized that the
family eammot foresee what the year will bring, or what changes thers nay be
in its estinmated ineoms or ite nsseds. Bul the mere facet that o plsn is {lex-
ible and may be reviged slfter operations begln should Qat igasen 1ts usefule

ne@e in keeping expendituras well balanced and in harmony with the nesds and

‘4 Thess Tigures were determined by taking incomes Trom wheat and ecotton
from: the totel incomes in Table VI, :
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Table VI
Income from Various Farm Enterprises on 48 Tenant-Purchsse Farms in Kiowa and Jackson Counties
Average for the Three-Year Period, 1945-45

— Farn Enterprise Income i1 :
~lase &  Total 3  Jheat 3 (hmT.lm_n_M_u_ﬁn_l._tm :
Dollars '

A-1 6,235 1,300 8,515 1,589 189 B- 1 5,872

A 2 4,445 — 2,299 1,627 451 B- 2 6,008

A3 4,566 914 493 2,611 349 B-3 6,117

A- 4 4,786 — 3,172 974 430 B- 4 3,985 951 598 2,271 134

A5 4,248 68l 86l 2,216 505 B- § 4,506 1,587 910 1,527 683

A6 5,695 1,116 2,076 1,052 1,451 B- 6 3,152 788 667 1,578 17

A-T7 4,59 1,886 1,531 1,258 246 B-7 7,051 1,868 3,678 7 1,163

A-8 4,172 — 2,048 1,452 694 B- 8 3,879 592 1,345 1,879 263

A- 9 7,656 1,081 2,444 8,259 892 B- 9 5,988 783 885 1,689 626

A-10 5,525 284 2,797 2,098 151 B-10 3,717 391 1,277 1,866 188

A-11 5,241 — 2,891 . 1,481 896 B-11 4,081 774 1,452 1,458 347

A-12 6,890 — 3,710 1,718 1,461 B-12 4,751 898 1,860 1,647 346

A-13 5,868 350 1,691 1,148 878 B-18 3,594 975 452 1,577 395

A-14 5,999 101 1,414 1,475 918 B-14 2,725 159 1,809 297 260

A-15 3,975 1,345 1,055 1,154 420 B-15 7,085 2,160 736 3,558 781

A-16 2,975 — 1,588 941 500 B-16 4,486 1,086 683 2,151 862

A-17 4,828 666 2,259 1,528 408 B-17 5,208 824 1,719 1,385 1,098

A-18 6,249 1,639 1,904 2,159 546 B-18 6,766 2,602 2,010 1,508 647
B-19 3,190 578 2,271 241

Total 85,745 10,950 57,466 29,460 11,180 B-20 5,552 647 726 1,855 824

Average 4,764 608 2,081 1,656 621 B-21 5,580 129 982 1,250 1,235
B-22 9,190 1,466 2,544 5,272 1,905
B-23 5,588 1,308 404 1,808 70
B-24 4,907 1,020 451 956 2,480
B-25 5,908 1,328 548 1,628 672
B-26 5,020 485 1,657 2,658 275
B-27 4,007 775 86 1,651 296
B-28 4,844 954 2,071 1,081 758
B-29 6,666 1,495 1,087 3,451 370
B-30 5,498 223 1,027 2,114 124
Total 142,488 29,643 57,575 56,211 18,329

Average 4,750 988 1,268 1,874 611




wanks of the family.5
The net cash income, snd consequently the repsyment scheduls, depends
a great deal on how eavefully the fanily has planned thelr expendiiures and
how closely they have been able to follow their plan,
The conmparison of farm and fanily expenses with total incowme, net cagh
income, and FSA payments (Table VII), indicates that the farmers with the

highest incomes also have the highest expenses. This is true beeczuss farm
sxpenses &re more closely related to total incomes than either family living
expenses or expenditures for capital goods.

It has been found that the plamning for utilization of farwm products and
the expenditures of cash by the family is usually wmore accurste thaa the
plenning of cagh requirvements for the farm aperations.e T4 wonld geem that
the family living expenses are planned more mnearly for the maximum instead
of the minimum needs of the family, based upon the size of the family, ages,
health, ete, This may be an explanstion for the fact that there is no rele-
tion between the family living expenses and the total cash incomes of the 48
Tepant~Purchase borrowers studied., However, there sre definite indications
that the borrowers with the lowest cash expenditures for family living are
the ones that produce the largest percentage of their food on the ferm,

Expenditures for capliial goods are usually made after it has been de-
termined that the gross income will exceed other expenses by at least that

amount, The adjustment of these expenditures can be mede to the best advan—

tage when the Variable Payment Plan is being used, Althouph such expenditures

5 United States Department of Agriculture, Toward farm Security, p. 100.

€ Alfred Carl Seago, & Comparigon of Resulbs frow Planned and Agtual

Operations on Farm Security Administratiop Farms, Powpee and Paype Countiesg,
Oklanoma, Thesis, Oklahoma A. and ¥, Gollege, 1946, p. 112,



Table VII
Farm and Family Expenses Compared with Total Income, Net Cash Income, and FSA Payments,
for 48 Tenant-Purchase Ferms in Jackson and Kiowa Counties,
Average, Three-Year Period (1945-45)

8 w8 =8 e

QWU o M

AAAARS SRR

Expenges t s 2 s Total : Expenges s :
s t HNet ] 22 t Average @ z ] t HNet 3
t Femily : Capital ¢ Cash ¢ PFSA 311 Case : Gross 1@ s Femily : Capital : Cash ~-: FSA
Xarn I_(Hﬂl_).l_hﬂl_l_m_l_m 23 i Income 3 Farm Goods ¢ Balance : Payment
Dollars
1,147 915 987 1,500 B- 1 5,872 2,685 1,112 428 1,697 1,429
774 822 1,150 946 B~ 2 6,008 2,953 1,608 617 885 848
810 461 1,042 951 B~ § 6,117 5,473 1,183 942 519 408
1,000 860 683 576 B- 4 3,935 1,616 815 | 314 1,195 1,308
850 250 1,526 1,467 B-5 4,506 2,174 1,07 | 886 575 500
724 1,017 1,454 1,417 B- 6 3,152 1,058 755 152 1,185 1,150
578 688 1,128 1,157 B- 7 7,081 3,441 951 1,551 1,128 1,156
895 287 891 883 B- 8 3,879 1,677 816 664 722 633
1,515 1,445 1,292 1,267 B- 9 5,988 1,449 957 861 716 669
1,020 610 1,495 1,554 B-10 3,717 1,202 1,042 729 744 558
1,112 557 1,722 1,550 B-11 4,081 1,422 847 344 1,418 1,377
1,000 1,464 1,594 1,258 B-12 4,751 1,410 1,516 405 1,620 1,349
1,440 360 490 256 B-13 3,594 1,099 801 - 434 1,080 840
1,091 981 782 804 B-14 2,725 1,182 637 511 595 a7
546 780 1,483 1,354 B~15 7,085 2,675 1,172 1,108 2,084 1,700
700 248 1,218 1,038 B-16 4,466 1,878 861 1,104 628 619
605 710 1,508 1,416 B-17 5,208 2,108 674 726 1,705 1,613
728 1,007 2,198 2,000 B-18 6,766 5,240 908 591 2,022 1,800
B-19 5,190 781 1,520 296 791 562
16,508 15,277 22,416 20,879 B-20 5,552 1,458 825 651 618 454
917 758 1,245 1,160 B-21 3,550 1,547 693 250 1,040 1,040
B-22 9,190 4,028 1,212 1,068 2,452 2,275
B-23 5,588 1,077 968 227 1,516 1,250
B-24 4,907 1,609 1,251 1,222 825 741
B-25 3,906 1,540 804 512 1,250 1,165
B-26 5,020 2,158 1,112 1,045 710 727
B-27 4,007 1,658 1,520 156 913 633
B-28 4,844 1,908 796 1,258 903 959
B-29 6,666 2,433 1,574 1,637 1,282 1,278
B-30 3,492 1,289 408 168 1,629 1,500
Total 142,488 57,946 29,598 20,5956 34,112 51,008

Average 4,750 1,952 287 680 1,137 1,054




doerssse the net cash income, the farmer’s net worth is incrsased by an ex-
act amount.

In szalyging the fsrm expensse of thke 4% Yemsat-Purchacs borrowars in
Kiowa and Jackson countiss, it was found that & Jdefinite relotion existed
betwesn the farm expense znd the Xint of crop grown, and the distribution of
income from the various erop and livesbock erterprisss. For example, thoso
farmers who received the mﬁjor part of their cash income from sobton had
greater farn SXPeRSe than those Tarmers who received most of thelir inecme
from wheat. In County A, the average farm expense was @2,068, the averags
income from wheat was §60€, and the average income from cotton was £2,081;
whila in County B, the average farm 8xXnense was %1,932‘w1th an average lncoms
from wheat of {988, and an average income of {1,256 from ecotton.

‘This relationsghip ¢an be explained by compering the ten farms having
the highest farm expsnse with the ten forms having the lowest farm expense
(Table VIII}.

In group I, the highest farn expenss groﬁp, ths average farm expense
was $3,207. 'This group received an average of 35 percent of their total inf
come, or $28,363 from cotbon and 21 percent of thelir total incoms, or $1,398,
from wheat. In group II, the lowest sxpense group, the average Tarm expenss
was $1,081. Thie group received an avorsge of 28 percent of their total ine
econmo, or $951, from cotton and 17 pereent, or 5568, from whoat.

One of the major factors ﬁeteﬁmining the smount of farm expenss is hired
labor. This ig one of the largest expense ltems that can be charged to
aither crop, and it igc definitely much bigher on ferms whers the major crop
iz cobton. In group I whers the average income from cotton was @2,363, the
average hired lubor expense was 41,073, while in group II the average income

from cotton was $951 and ths average hired lobor expense was $R23.



Table VIII
A Comparison of Ten Tensnt-Purchase Farms Having the Highest Farm Expenses

with Ten Temant-Purchase Farms Having the Lowest Farm Expenses,
Kiowa and Jackson Counties, for the Three-Year Period, 1943-45

: t Hired : Net 8 Income : Income 82 : ¢t Hired : E ] " Income : Income

Cagse : Farm ¢ Labor : Cash 2 from 3 from tt Case : Famm ¢ Labor 2 2 from H from
3 23 2 YD ans o1 s
(Dollars) (Dollars) (Dollars) inonnu! il’mmt) (Dollars ) Dollars Dollars Percent) (Dollarsi !Pmm)_
Group I Group II

B-22 4,028 1,346 2,452 2,544 28 1,466 19 B-19 781 104 ™1 378 12 305 9
B- 5 3,478 582 519 1,068 17 1,505 25 A-18 811 170 1,218 1,538 51 — —
B- 7 5,441 1,968 1,128 5,678 59 1,368 19 B- 6 1,058 157 »185 867 21 788 ° 2B
A- 9 5,404 1,473 1,202 2,444 32 1,081 14 B-23 1,077 274 »518 404 11 1,508 36
B-18 5,240 1,081 1,797 2,010 29 2,602 38 B-13 1,099 171 1,080 452 15 975 29
A= 1 3,186 1,175 987 5,318 55 1,800 21 A-14 1,145 268 782 1,414 28 181 5
A-12 5,082 1,251 1,594 3,710 59 — — A-15 1,164 161 1,483 1,066 27 1,348 35
B- 2 2,958 1,165 855 3,048 - 669 b a ! B-14 1,182 471 - 595 1,509 49 159 5
B-15 2,675 561 2,084 756 10 2,160 31 B-10 1,202 277 744 1,277 34 391 10
B 1 2,685 258 1,697 1,078 19 1,856 81 B-30 1,289 192 1,629 1,027 29 223 =
Total 52,065 10,728 14,185 25,629 13,982 Totel 10,808 2,225 0,801 9,511 5,676
Average 35,207 1,078 1,418 2,363 1,598 Average 1,081 225 1,080 951 568




The income from livostock enterprises was pot considered in this analy-
sis because it was fairly uriform throushout the 48 farms and would have 1o

particular siguificadce in dstermining ths rasulits of the relstionsbip of

expsnzes 0 1neonos.



CHAPTER V

&

RY AND CONCINSIONS

The relation of man te land and to the seonomie, political, snd social
forces affecting him, both pest and pregent, hes created problems that have
been the basis of many investigutions, There seems to be econsiderable evi-
dence to substantiate the oplnion that the lond peliclies follewed by the
Faderal Govermment in disposing of the vash public domsin aided materially
in perpetueting many of the problems relested to lav” %enure. I% cppears that

0z & revenue fron the sale of govern-

=4

Congress vas more interested in obt
nent land then 1%t was in vromoting the %eﬁerﬂl gelfare of the agriculiural
sgonoiy, aad failure to provide ad qgate messures for keeping ; wd in the
hands of those who work it hags hﬂd its effect upon the incrsase in the pepr-
cantape of all faorms operated by tenants,

In the early years of the depression, whilch began in the fall of 1925,
Federal and Stabte goverrments began to take on sctive interest in the ecoe
’nmmic welfare of the farmer, The early procedure »f dirset relicf to farm
ers goont gave way to a wore farsighted program designed to promete ecopomie
security and stability.

The seope of this atudy n evaluation of the various
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governmental sgencics that developed between 1980 and 1540, but was confined

to the Tenant—?urcha se program of the Farm Seeurity Adminigtration in Kiows
and Jockson countizs. This program was an outgrowth of the investigation
and report of the FPresidentls Committee on the Causes und Effects of Fare
Tenancy, and wes to help those farmere who hed 1ittle chanee of beeoming
farm omners through the regular chemnels of Turm mortgage finencinge

The Ferm Security Administretion was polt considered as a luan ageney

@

for it was not in competltlion with sgencies dealing in fsram Ilcans. The fact
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that the Form Security Adminigtration loaned the full purchase prics of a
faris abt a low rabe of iunderest was cnly a minor point in ite rehabilitation
and Gacuriby prosran.

The actual records of 30 Tsuant-Purshase borrowers in Kiowa County and
12 Tenanb-Purchase borrowers in Jackson Counbty wers amalyzed to determine
the effect on the income and repeyment schedule of (1) a low interest rate,
(2} a variable payment plan, (3) a planned farm program under supervision,
{4) major crop and livestock enterprises, and (5) the relstion of expenses
to incomeg.

In comparing the 3 porcent interest rabe eharged on a Tenant-Purchass
loan with the 3.5 percend charged by thé Federal Land Bank, it was found thatb

the avers

&

ze Tensnt-Purchase borrovwer in the cases studiaﬁ, saved snough on
intersst during ths threeayear =nepiod Lo pay approximately ons-fourth of ong
ingtallwent on his loan, Vhen the same comparison was made using the § pere
cent rarket rate, it was Topnd that the average bo;rower saved encugh during
the thrse yvears to pay ong installment om his losn.

Under the Tensnt-Purchase program, & borrower may repay his loan under
5 varidble payment plan which adjusts his payments ¢ his net income., Criticg
of this repaywent plun claiw that the farmer who doss & poor job iz rewarded
by having hig payments reduced. In this group of 48 Tepant-Purchese borrowsrsg
studied, every Tarmer using the Variable Payment Plan paid an amount on his
loan during the three-year period sufficient tic place him =t least two years
ahoad of scheodule. All bub two of the farmers repaying thelr losns uvnder
the Fizxed Payment Plan had mads extrs payments during this time.

¥ien a farmer obtalns a Tenanbt-Purchasge loan hs sgrees to accept farm
snd homy supervislon; he agress to keep farm and Tamily records and to plan

the family form ond bome activitiss. Two of tho objectives of thig farm and
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home manzgement are {1) the production at home of most of the family's food
and livestock feed, and (2) cash income from at lsast two sources,

The 48 ’"l‘enaqt-Purchase borrowers in Kiowa and Jackson countisg produced
an sveragze of 61 percent of the total food consumed during the thres years
studied. 4Assuming that each borrowsr's Tamily had consumed the ‘same amount
of food and had not produced any on the farm, the averzge family living ex~
penses for the three years wuld have increasged by sn smount greater than
the average FSA payment made.

The majcr conrees of cash income for the ‘I‘enant-?urchasa borrowers
gtudied were wheat, cotion, and livestock enterprisses., Bighteen percent of
the cash income wag received frum wheat, 33 percent from cotton, 57 percent
from livestock enterprises, and 12 percsnt from all other sources.

an enalyeis of the expenses of the Tenant-Purchass bhorrowers studied,
indicates that the farm expsnsss are clossly related to the cash crop raised.
Thoss farmers who reeeived ths highest peresntage of their totasl income from
eotton had 2 higher fsrm expense than those farmers who recsived ths largest
proportion of Pheir cash income from wheat,

The family living expenses ars less variabls than arc the farm expensas.
They ars planmed for the median needes of the family, based upon the number in
the femily, ages, and health, ond it is found that these expenses rarely ex-
- ¢eed ths plan regardless of cash incoms,

Expenditures for eapital goods are higlhly variable ard are usually meade
after it has been determined that the total incoms will exceed the planved
expenses by that amount.

On the basis of the amalysis of the 48 Tenant-Purchass borrowsrs in
Kiowa and Jackson counties, it appears that the Farm Sseurity Administration

is accomplishing its purpose in promoting sscurity and stability on the land.



The reeords of these farymers geem to indicate that they urs aceomplishing
the objectives oublined by the Farm Security Administration., They are plan-
ning their form oud home aetivitiles; they sre producing a lurge portiaﬁvof
their food on the furmy their cash ineones sre obbtained from at least two
sources; there iz nobt one deliaquent losn; and the majority of the borrovers
are at least two years ahead of thelr repayment schedules,

It wae recognlzed that the index of production and prices were abnor—
nally high during the years 1943, 1344, and 1948, It was further recognized
that the 3 percent inﬁerest on & Tenant-Purchase loan is 2 subsidized rate
and thaet it was not possible to determine the cogt of suparvision‘under this
progran, Therefore, this study wes limited by the loek of comparable date
for measuring the effect of these factors upon the net returns of the 438

Tenant-Purchase farms during the years, 1943, 1944, and 1945,
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