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For more than ~ight years, the Farm . Security Administration has 
been engaged in assisting economic.ally handi~apped farmers to 
re-establish themselves as farm operators, both by helping with 
their financing problems and by providing a considerable amount of 
supervision. It has been observed during these years of operation 
that there is considerable variation in the ext,ent to which these 
borrowers progress in accumulating resources and retiring their 
obligations. Some seem to make steady .and marked progress in 
achieving independence. Others experience only mediocre success, 
while still others seem unable to make progress and eventually must 
have their business liquidated. Observation of these varying cir
cumstances has suggested that a study of the record of these bor
rowers might reveal some of the reasons for this variation and 
suggest safeguards which might increase the effectiveness of the 
whole program. 

The following report is an analysis of certain factors taken from 
the records of 233 Farm Security Administration borrowers in an 
effort to learn whethe.r or not there are certain business or manage
ment conditions which associate themselves .with the borrowers who 
succeed, and other circumstances which seem to be characteristic 
of those who fail. If such factors can be discovered and isolated 
to .a sufficient degree, it should be possible by evaluating these 
factors and modifying procedures to improve the chances for success. 
By use of the results of this analysis, it might be possible to reduce 
the failures which occur in this process of rehabilitating farm 
operators who were victims of the great agricultural depression of 
the past ten years as well as youthful operators just starting farm
ing for themselves. 

In the distribution of loan funds and organization of the farm 
business, there must be factors that have a very deciding influence 
on the success of these borrowers . . At the time these families apply 

• Assistant Supervisor. Farm Security Administration. at the time this stUdy was under
taken. The data were collected and later analyzed. and the attached report made by Mr. 
Harness while a graduate student. under. the guidance of the Department of Agricultural 
Economics. Missouri Agricultural Experiment Station. Before the final draft was completed. 
Mr. Harnes. was called to active duty In the Naval .Air Service. He lost his life through 
an accident before this tlnal draft could . be sent tI> him for his approval. His work was 80 
nearly complete that it was put into final form for pUblication after Mr. Harness' death. 
All of the statistical material and most of the discussion are . in the form prepared by 
Mr. Hamesa,. 
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for assistance, they have inadequate resources to permit successful 
farm operation. Many of them are limited in managerial ability and 
have an inadequate understanding of the complicated problems of 
organizing a farm business. Some are slow in making use of newly 
approved practices and methods of farming. They are inclined to 
follow traditions and obsolete methods. These conditions would 
seem to justify the Farm Security Administration program not only 
in providing necessary credit but also in assisting the borrower in 
developing more effective farm plans. The program would also 
provide some supervision for the borrower until he becomes firmly 
re-established. 

Observed variations in the rate of repayment by borrowers in 
different counties may be caused by at least two sets of factors. 
One of these is the variation in physical conditions within an area 
which must be administered under a uniform set of practices and 
rules. These practices may be ideal for most conditions within the 
area but for some, modifications would be necessary to give the best 
results. The second is variation in "interpretation and application 
of these practices and rules by the personnel of various counties. 
An analysis of the variation in practices followed in different 
counties may bring to light some of the reasons for the difference in 
rate of repayment. If the variation in application can be discovered 
and isol~ted to a sufficient degree, this should suggest desirable 
modification, thereby improving the county program by decreasing 
the number of borrowers who fail or make slow progress . . 

To the extent that causes of failure can be identified, to that 
extent the information should be useful, not only in decreasing the 
risk of loss in future commitment of public funds through sug-

. gesting modifications in rehabilitation policies but alSQ by indicating 
changes in the set-up for rehabilitation borrowers which will make 
a better organized farm business. A better organized business 
would not only facilitate , meeting the obligations assumed by the 
borrower .under the rehabilitation program, but it should give him 
an improved farm income, thus permitting a more adequate level 
of living. 

THE FARM SECURITY ADMINISTRATION 
The purpose of the Farm Security Administration is to assist 

low income farm families in attaining an adequate level of living 
and increased security by making 'available financial aid and super
vision. 

The Farm Security program is made up of two main phases, 
namely, rehabilitation and farm ownership. Under each of these 
phases a number of services are available-such as debt adjustment, 
cooperative loans and services, improved tenant-landlord relations, 
grants, educational meetings and general supervision. This study 
deals with only one phase of the program, that of rehabilitation. 



BULLETIN 476 5 

The following is a brief description of the contributing factors 
justifying a program of this type and an explanation of the re
habilitation phase: 

"During the depths of the depression, more than one million 
farm families were forced to turn to the government for help. 
Many had lost everything they owned through natural calam
ities, such as floods and prolonged drought. Others had been 
ruined by years of low farm prices, overburdening debt, unsound 
tenure arrangement, exhausting of the soil, and one-crop farm
ing. All had suffered severely from the general business 
collapse. 

"Instead of carrying these families indefinitely on direct re
lief, the government has tried to help them get a new start. 
It is helping them to become self-supporting by giving them 
financial aid and guidance in sound farming practices. 

"This program now is being carried out by the Farm Security 
Administration. The administration make.s small loans to farm 
families who cannot get credit from any other source to enable 
them to buy tools, livestock, seed, and other equipment neces
sary to carryon farming operations. In some cases, it also 
advances them money to buy food and clothing until they can . 
produce their first crop. The Farm Security Administration's 
county supervisor helps each family work out a careful plan of 
farm and home operations so that the best possible use may be 
made of the money borrowed. 

"People eligible for Farm Security help are farm owners, 
farm tenants, sharecroppers, and farm laborers, who need 
financing and guidance which they cannot obtain from any other 
public or private agency. The family must own or be able to 
rent land on which it can make a living. If the borrower is a 
tenant, a written lease is required for at least one year and 
preferably for the period of the loan. The family also must be 
willing to cooperate with the county supervisor in working out · 
a sound plan of farm and home management."l . 

A majority of these loans are made for a five-year period with 
"l.pproximately one-fifth of the principal maturing each year. The 
mpaid principal bears five per cent interest. At the time the loan 
"md is turned over to the borrower, a mortgage is taken on all 

livestock, machinery, and · crops he possesses. When all items for 
which funds were loaned have been purchased, an additional security 
mortgage is taken. Any time the borrower wants to sell mortgaged 
property or any increase from mortgaged property, he must obtain 
a release through the county office. 

' Material obtained trom F. S. A. pamphlet. 
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Accomplishments of Standard Borrowers in State and Area. 
The Farm Security AdmInistration has loaned $23,536,162 to 

25,667 borrowers in the state of Missouri. Of this, $11,390,753 has 
matured, and $9,715,266 principal and $1,487,435 interest has been 
repaid.2 The 233 families studied in this report have borrowed a 
total of $150,609. This is an average of $646 per family. Of the 
total amount loaned, $55,628 has matured and they have repaid 

. $48,442 . . These families had a total net worth of $148,275 to begin 

. with, and have shown an increase of $64,639. That these families 
can make ' a living, meet farm operating expenses and repay their 
loans as fast as they do on such a small amount of capital, is no 
small accomplishment. 

Collecting the Data.-Fifty farms selected at random from each 
of four counties and thirty-three records from a fifth county were 
used in the following analysis. The counties chosen were Benton, 
Hickory, St. Clair, Morgan, and Camden, the latter being the one 
from which only thirty-three records were taken. A part of the 
information from the borrowers was taken direct from the Farm 
Security Administration files while the remainder was secured from 
questionnaires completed by each borrower. The first fifty bor
rowers were chosen from an alphabetical file with only one require
ment, namely, that the borrower must have been operating for at 
least one year but not over four years. This means that all records 
used were of borrowers operating at some time between July 1, 1936 . 
and July 1, 19:i0. No records were used where the loan had been 
paid off or where, for some other reason, the account was. no longer 
an active account. 

Measure of Progress Used.--':'Not all the benefits to be derived by 
the borrowers ftom the rehabilitation program can be expressed in 
mathematical terms. The very process of moving a farmer ' or 
potential farmer from a situation where he is almost wholly depend
ent on others, to one where he and his family can help develop a 
farm business plan and then proceed on their own initiative to 
carry out that plan with a reasonable expectation of not only 
having a better living which they themselves have earned, but of 
being able to add to their meagre savings from year to year, must 
contribute to the well-being and self-esteem of the participating 
borrower something which is not measurable in dollars and cents. 
~ome evidence of . the rate of progress of the horrower can' be 
expressed mathematically, however. The most obvious indicator of 
this type is the gain in net worth from year to year. Whether or 
not the borrower is behind in his payments on loans advanced to 
him il:! of some significance both to the Farm Security Administra-

. 'Data obtained from State F . S. A. office. June. 1941. , 
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tion and to the borrower . but it tells only a part of the story and 
may occasionally be actually misleading. Delinquency may occur 
along with an actual improvement in net worth status. If the 
appropriate time of sale of the increase from the farm enterprises 
or opportunity to sell to advantage does not occur at the time a 
payment on the loan is due, delinquency occurs, but inventory values 
are there to protect the creditor from loss. Or, if the supervisor 
and borrower agree that it would be best to build up inventories to 
allow for expanded production, a moderate delinquency could occur 
to a rapidly improving farm situation. So delinquency status will 
not tell the complete story. Change in net worth is the chief indicator 
used here as it not only shows what has happened to inventory 
accumulations or depletions but also allows for changes in liabilities 
which would include payments due on borrowings. 

For this analysis the obligation assumed by the borrower when 
the original note was drawn was compared with the repayment 
record shown in the borrower's folder. Renewals and extensions did 
not affect this relationship. The net worth as shown in the original 
plan was comp~red with the present worth, secured by means of the 
questionnaire, to learn what had happened to the borrower's assets. 

In addition to a complete inventory of the borrower's assets and 
liabilities at the beginning of the agreement, careful note was made 
of the number and condition of livestock involved, the number of 
acres in the farm, acres in crops, amount of power and machinery 
available, number and age of the persons making up the borrower's 
family and other pertinent data. By questionnaire, the change in 
net worth from year to year was determined as well as the status of 
the various livestock enterprises which would qualify as productive 
enterprises from a debt repayment standpoint. Livestock numbers 
were reduced to a unit basis using the following scale: 

ciass of Livestock 
Milk Cows 

Number Equivalent to one unit 
of Debt Repaying Power 

1.0 
.Hogs 1 sow and her pigs 
Sheep 6 ewes and their lambs 
Poultry 100 hens and their increase 
Horses 2 brood mares raising colts 

Work stock other than brood mares while serving as security for 
loans were not regarded as debt-paying livestock units. 

TYPE OF FARMING 
General livestock farming predominates in all five counties. Most 

of the farms studied produce very little grain, and practically all 
feed , produced on the farm is marketed through livestock. A few 
exceptions to this pattern of farming may be found in St. Clair 
County and the northern part of Morgan County where a few farmers 
sell some grain. ·Since there . is only a small amount of grain pro-
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duced in this area, very little livestock is fed out. Stock calves and 
stock pigs furnish one of the main sources of income. The beef 
cattle enterprise is the most important, since it seems better adapted 
to this area than any other enterprise because of the abundance of 
cheap rough grazing land, and the scarcity of high quality roughage 
and grain for winter feeding. While these conditions do not insure 
the most efficient beef production, better results are usually obtained 
with beef cattle than with any other type of livestock. Spring 
produced calves are sold in the fall off the cows as stock calves. 
Very few operators feed these calves but those who do find it a 
profitable practice. 

The income from the dairy enterprise is second in importance, 
ranking next to that from beef cattle. Some of these farm oper
ators lack the knowledge needed to operate a dairy business success
fully. It is also difficult to set up a practical dairy business with 
,the limited amount of capital 'available. A number of farms pro
duce good legume hay, more grain than the average, and have better 
buildings than are ordinarily found in this section. On these farms, 
well-informed operators are making real progress with a dairy set-up. 

Hogs are not raised on a large scale but nearly every farm has a 
few. Part of these are fattened out for the home meat supply and 
the rest are sold as stock pigs. It is a common practice in this 
area to save back gilts in the fall and fatten sows for meat. ,These 
sows are butchered after raising one litter , of pigs, thus grain is 
not needed for maintaining mature sows. 

Approximately one-thi,rd of th.ese operators raise sheep. The 
sheep enterprise is limited because of lack of fencing and danger of 
loss from wolves in some communities. Moreover some farms do 
not produce the proper kind of roughage and J)asture for sa.,tis
factory sheep production. 

The poultry enterprise is usually limited to a flock just large 
enough to provide for the family. 

Crop rotations are hard to apply to many borrowers' farms be
cause of the irregularity of size and shape of ,fields and lack of 
fencing. The main crops are corn, cane, oats, and lespedeza, and 
in some parts prairie hay is an important source of roughage. Small 
grain growrf for hay is gradually replacing part of the row crops 
which is a good change because a great deal of the crop land has 
been abused by heavy cropping and i~ badly eroded. Much of the 
crop land is devoted to a one year rotation of oats and lespedeza. 
The growing of small grain crops for grain is not practical on many 
of these farms because the land is too rocky to permit the use of 
combines, ' and the limited acreage of small grain will not justify the 
extra investment needed in additional machinery. These families 
are beginning to improve the productivity of the crop'land by using 
better adapted crops, building terraces, contour farming, and liming. 
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Most of the pasture land in this area consists of rough timber 
land. The quality of these woods pastures is poor where the timber 
is heavy and the underbrush thick. The more open woods pastures 
are producing considerable lespedeza and prairie grass. Livestock 
does well on this latter type of woods pasture. High, quality pastures 
are available in the northern part of Benton and Morgan counties 
where the land is not 'so rough. These pastures are composed mostly 
of bluegrass, redtop, timothy, and lespedeza. Considering all the 
pasture lands in this area, from four to ten acres are required to 
carry one animal unit. The quality and productiveness of these 
woods pastures are being improved through clearing underbrush 
and lespedeza is gradually becoming established. A few borrowers 
are beginning to use rotation pastures. 

TABLE 1. PRODUCTIVITY RATING OF COUNTIES. 
(BASED ON A.A.A. RATINGS.) State Average = 100. 

County , Index 

Benton 89 

Hickory 81 

Morgan 94 

Camden 87 

St. Clair 80 

State 100 

Soil Resources and Productivity Index Comparisons.-Soil re
sources .are limited in this area. The preceding table shows the 
comparison of county productivity indexes within the area and also 
a comparison of this area with the state. 

There is considerable variation between counties. Morgan County 
is six per cent below the state average, with St. Clair and Hickory 
nearly 20 per cent below. ' These indexes are derived from A.A.A. 
ratings of these counties, as compared with the state average rating. 
The county productivity index is ' a comparison on a percentage 
basis of the average yields of a county with the average yields of 
the state, using only corn and wheat yields. The average produc
tivity index ~f this area is a:pproximately 87 as compared to 100 for 
the state. This means that corn and wheat yields in this area a,re 
about ,13 per cent below average state yields. 

The Credit Situation For Low Income Farms.-There are two main 
reasons why families receiving Farm Security loans cannot use the 
facilities of present lending agencies in thi~ area. The first is that 



10 MISSOURI AGRICULTURAL EXPERIMENT STATION 

these agencies will not loan much over 50 per cent of the, value of 
the security one has to offer. About the only acceptable security 
theRe families possess is an average of $164 worth of livestock, 
which would not be sufficient to obtain adequate credit to establish 
and operate a farm business. The other reason i,s that the terms 
of such loans are not adapted to the circumstances of the low-income 
farmer. The general policy of private lending agencies is to make 
loans for not more than six months and usually at eight per cent 
interest. The low-income farmer cB:nnot pay this much interest and 
accumulate enough resources to repay the loan in so short a period 
and continue farming. If the price of livestock should decrease 
until the loan amounts to much more than 50 percent of the security, 
the agencies concerned become uneasy and force borrowers to 
liquidate. Loss of livestock will bring about the same results. 
These bank policies are in harmony with banking laws and the 
necessity of protecting the savings of the depositors. 

The Farm Security Administration can make loans to low income 
, farm families with less risk because of closer supervision. Also, 

the Administration is not permitted to lend to those who can get the 
necessary credit elsewhere. A loan application is not approved 
unless the applicant submits evidence that private lending agencies 
have declined to extend credit to that family. This is required only 
when the prospective borrower has security which might indicate 
that credit from private sources is a possibility. 

The Farm Security Administration received excellent cooperation 
from the banks in this area. Men who apply for -loans at the banks 
are sent directly to the Farm Security Administration if they do not 
have sufficient security to qualify with the private agency. 

Some ba;nk loans to low income farm families were refinanced by 
the Farm Security Administration. It was thought by the private 
agencies that because of better adapted terms and lower costs, these 
families would have a bett-er chance of attaining permanent security 
through Farm S,ecurity Administration aid. There are also cases 
where Farm Security borrowers. have been turned back to local 
banks for financing when they have accumulated enough security 
~o make financing by banks practicable. 

Private lending agencies must consider the loans chiefly from an 
investment standpoint: The Farm Security Administration is in a 
position to consider not only the investment aspects of these loans, 
but in addition the future welfare of the families. Easier and more 
flexible credit terms often make it possible for borrowers to accumu
late working capital and reserves sufficient to withstand poor crop 
years, decreased prices or other u;navoidable conditions without hav-
ing to sacrifice accumulations. ' -
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THE PHYSICAL RESOURCES OF THE BORROWERS 

The actual possessions of those families seeking to become bor
rowers of the Farm Security Administration deserve careful atten
tion in 'this type of analysis. The amount of property they possess 
should give a fair idea of the level from which these prospective 
borrowers hope to rise to the position of independent farm family · 
units with a more adequate level of living. The money value of 
the property owned by the average family of the applicants in the 

TABLE 2. ORIGINAL ASSETS PER FAMILY BY COUNTIES. (iN DOLLARS) 

Values in Dollars of 
Produc- : Power : House~ 

tive and hold: Food Real 
Countt Livestock: MachinerI: : Goods ; SUl2l2lies Estate Other: Total 

Benton $194 $167 · $ 64 $26 $178 $184 $813 

Camden 136 125 120 31 394 113 919 

Hickory 143 124 62 16 201 174 720 

Morgan 145 189 89 19 99. 206 747 

St. Clair 193 184 98 13 158 139 785 

sample used, is indic~ted in Table 2. These figures are the gross 
value of all assets not covered by mortgage. This property is 
divided into productive livestock, power and machinery (including 
work animals), household goods, food supplies, and the client's equity 
in real estate. Eighty-three individua~ out of the 233 in the sa~ple 
owned ·or at least had title to a small tract of land. In no case was 
the tract of land sufficient to make a practicable farm unit. Also, 
the amount of equity which these individual,s actually held was 
relatively small, varying from about $99 in one county to $394 in 
that county where the equity was largest. The total value of assets 
varied from about $700 to a little more than $900. When one re
members that unsecured obligations must be allowed for in this total 
asset value before the net possessions of the applicant are deter
mined, it is perfectly obvious that resources were small and for the 
most part not of a type which could appropriately be considered as 
security for .credit extensions for the purpose of farming. For 
instance, power and machinery varied . from $124 to $189, household 
goods from $62 to $120 and food supplies from $13. to $31. None 
.of these could possibly be regarded as acceptable security for further 
loans. Also, the real estate capital is already tied up by mortgage, 
so that it would not be available. This usually leaves only the 
capital represented in productive livestock as possible security. 
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Before concluding that this might be used for security for 
further credit extensions, it is necessary to consider the amount of 
unsecured obligations of the applicant. These unsecured obligations, 
together with the net value of assets, are shown in Ta-ble 3. If the 
amount of unsecured debts is compared with the money value of 
productive livestock, it will be found that in the case of two counties 
the unsecured debts exceed the value of productive livestock, and in 
the other three counties the differential is such a small positive 
number that it would not be practicable to expect help from the 
usual credit sources to carryon farming operations. 

TABLE 3. ORIGINAL DEBT AND NET WORTH PER FAMILY FOR EACH COUNTY. 

Total Original Unsecured Original 
County Assets Debts Net Worth 

Benton $813 $182 $631 

Camden 919 103 816 

Hickory 720 176 544 

Morgan 747 153 594 

St. Clair 785 -120 665 

The average net worth, including all the items possible to include, 
still does not give the full picture of the hopelessness of these 
applicants' position from the standpoint of securing . additional 
credit from private- credit agencies. The sample farms in each 
county were divided into net worth classes and the number of 
farms in each class determined. (See Table 4.) One-third of all 

TABLE 4. NET WORTH OF FAMILIES AT TIME OF SECURING LOAN.l 

. . . . . . . 
Net Worth; Benton; Camden; Hickory; Morgan; St. Clair ; Total; % of Total 

Under $300 14 8 22 18 17 79 33.9 

301 - 600 14 8 16 12 8 58 . 24.9 

601 - 900 12 2 5 10 11 40 17.2 

901 - 1200 4 8 3 5 10 30 12.9 

Over $1200 6 7 4 5 4 26 11.1 

1. Data obtained from oounty records. 
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farms in the sample had a net worth of less than $300. Fifty-eight 
per cent of them had a net worth of not exceeding $600; only one 
farm out of every nine had more than $1200. If from $1200 is 
deducted the aD+ount of his capital in forms not adapted to use as 
security in obtaining additional credit, it is found that even this 
ninth farmer was helpless when it came to getting enough addi
tional credit from the usual private credit sources · to give him a 
reasonable chance to carryon farming operations . . 

TABLE 5. DISTRIBUTION OF BORROWER'S ASSETS BEFORE LOAN WAS MADE. 

Original Productive Power and 
·Coun!l': CaEital Livestock Machinerl Real Estate Other 

Benton $813 23.9% 20.5% 21.9% 33.7% 

Camden 919 14.8 13.6 42.9 28.7 

Hickory 720 19.9 17.2 27.9 35.0 

Morgan 747 19.4 25.3 13.3 42.0 

St. Clair 785 24.6 23.4 20.2 31.8 . 

Table 5 shows the percentage distribution of the capital between 
the various categories, of the average applicant in each county before 
any additional credit was obtained. It does not allow for his un
secured debts. In other words, the average applicant in Benton 
County actually had title to $813 capital. Productive livestock 
represented 23.9 per cent of this capital; work stock, other power 
and machinery accounted for 20.5 per cent; 21.9 per cent was in the 
individual's equity in real estate. The balance or one-third was in 
the titles to household goods, foods, and other. The average Camden 
County borrower had the greatest interest in land; out of total assets 
of $919, nearly 43 per ~ent was in real estate. It should be quite 
obvious that with less than $1000 capital it would be very imprac
ticable for a farmer to try to own land if he expects to function as .a 
farm operator. His capital of less than $1000 could not possibly 
furnish. his home and give him the necessary operating equipment 
even if none of it were in land. 

While the quality of these various classes of assets cannot be 
shown in tabular form, the money value as listed by the applicant 
together with the Farm Security Administration supervisor at the 
time the individual became a borrower is perhaps a sufficiently 
definite indicator that the quality of assets were none too high. For 
the real estate, the typical situation was that the applicant had title 
to an unimproved piece of land generally from Hl to 15 acres up to 40 . 

. In many cases, this land was definitely non-productive land. In no 
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case would the land provide a home and the usual subsistence items 
for the owner. ' 

Livestock generally included a few chickens; one or more cows 
of mixed breeding' and low productive quality; one or more hogs 
with occasionally a brood sow, all these of common quality; and 
occasionally a work team. ,For the most part, the work animals 
were aged and of very inadequate size and condition to make effective 
farm work animals. Occasionally one or more head of sheep or a 
goat would contribute to the livestock inventory. About the only 
breeds that could be identified were in the case of cows where mixed 
Jersey and either shorthorn or Hereford were predominant. 

THE F AMIL Y OF THE POTENTIAL BORROWER 
The average size of family at the time these families became bor

rowers of the Farm Security Administration was 4.16 persons. There 
were a total of 969. people in the 233 families. The distribution of 
these families by numbers is shown in Tabll! 6. Forty-three families 
of the 233 had only two members; 47 families fell in the group of 
more than five members and had an average number of seven persons 
per family. , In this table, size of family was determined simply by 
counting the number of persons in the family at the time the credit 
was extended. 

TABLE 6. DISTRmUTION OF FAMILIES BY COUNTIES ACCORDING 
TO NUMBER. IN FAMILY. 

No. in . : : : : : Total Number 
Famil~: Benton: Camden :Hickor~: Morgan: St. Clair: of Families 

2 8 4 6 13 12 43 

3 13 • 5 15 13 11 57 

4 12 9 12 5 '9 4'7 

5 2 7 9 8 13 39 

Over 5 15 8 8 11 5 47 

The age of the operator might have considerable to do with the 
decision to extend rehabilitation aid to the family. There were 65 
families out of the 233 in the sample where the age of the head of 
the family was between 21 and 30 years. The age group of 31 to 40 
years covered 77 of the total families studied. This means that 
61 per cent of the clients in the sample were 40 years of age or less. 
The general practice ef the Farm Security Administration was to 
extend loans to operators 9ver 60 years of age only under rather 
exceptiona'l circumstances. There were occasional instances where 
a family required only a little additional help to make themselves 
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self-sustaining. There was a tendency to be more considerate in 
the case of men who had lost their resources through unavoidable 
circumstances. There were seven operator borrowers in the 233 
studied who were more than 60 years of age. It was the observation 
and judgment of the supervisors that younger men accepted super
vision more wholeheartedly, and in general took greater interest in 
tryin'g to follow more modern methods of carrying on their various 
a(:tivities. Most of the younger applicants came from families 
where aid to their children in getting a start at farming was im
possible. The distribution of families in these age groups 'for the 
various counties is indicated in Table 7. 

, TABLE 7. DISTRIBUTION OF FAMILIES, BY COUNTIES, ACCORDING 
TO THE AGE OF THE HEAD Of THE FAMILY. ' 

. . . . . . Total . . . . . . 
Age ' : Benton: Camden : Hickory: Morgan:. st. Clair : Families 

21 - 30 12 9 18 11 15 65 

31 - 40 12 10 16 20 '- 19 77 

41,.50 13 8 11 8 8 48 

Over 51 13 6 5 11 '8 43 

In the matter of education, it was found that there is a definite 
relation between the amount of schooling which each of these bor
rowers had had and the age of the borrower. Most of the older 
borrGwers had received not more than three years of country or small
town school training. A number of the younger ones had had some 
high school work; a few were high school graduates. The average 
amount of education would probably be best represented by that 
received in the first six grades of lj. country or village school. The 
amount of reading matter available to families was , very limited. 

, For most of these, the county paper was about the only source of 
news or reading material. 

The foregoing is intended to give a brief picture of the physical 
assets and some of the personal and family qualifi.catlons of those 

'who became borrowers in this sample study. The next task will be 
to study the amount of aid extended, how that aid was used to 
improve the position of these families, and the rate of progress 
achieved in the, attempt of these farm folks to r~ach a more inde
pendent· economic status. 
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THE AMOUNT OF AID EXTENDED TO BORRO~nS 

Before going into detail concerning the credit aid extended · to 
applicants, it might be well to c(;msider very briefly the problem 
confronting these potential borrowers and the procedure by which 
they become borrowers. In the first place, it is well known to those 

. familiar with country conditions that a farm tenant with an un
impressive record of accomplishment and with meager equipment 
will have difficu[ty securing a reasonably good farm for his use. 
These tenants were no exception to the rule. Only the poorer tenant 
farms of the community were available. In many cases, exorbitant 
rent }Vas asked because the owner recognized the limited prospects 
of the tenant. In many cases the tenant was offered land which 
would give him no chance to make an adequate income. It is wen 
known that the less productive farm units rent for relatively high 
rents under any circumstances. 
. The tenant was required to locate a possible farm and to find out 
on what terms the farm could be rented. He then brought this 
information to the Farm Security Administration supervisor who 
studied his problem through with him. It was frequently necessary 
to re-negotiale rental terms and in many cases more reasonable 
terms were procured for the borrower. There was some tendency 
for unscrupulous agents or owners to ask more remt if they knew the 
individual applicant was likely to be a Farm Security Administration 
borrower. In many cases, the prospective borrower had to continue 
his search for other lands before the arrangement could be com
pleted. There is no doubt that Farm Security Administration in
fluence did help tenants to get a more reasonable agreement in spite 
of some inclination on the part of the farm owners to inflate rent 
values. Certaintly because poorer farms rent relatively at a higher 
rate than the better farms, the tenant on such farms · must have a 
carefully developed set-up in order to make even a modest showing 
with his relatively poor land and meager resources. 

Credit was extended to approved applicants for three classes of 
purposes. First, applicants were assisted in getting an adequate . 
inventory of productive livestock. The amount to be devoted to 
productive livestock depended, of course, on the supply of grain, 
forage, and pasture available on the borrower's farm. As has alread~ 
been indicated, the tenant already owned livestock or relatively poor 
quality to the amount of from $100 to $200. From an original invest
ment in productive livestock of between $136 and $194, the amount 
was increased to between $400 and $500. In other words, it was 

. considerably more than doubled. Productive livestock was improved 
not . only by adding better quality animals but more frequently by 
trading off poor ones and replacing them with better. It was 
learned. early that the borrower needed considerable guidance and 
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protection in readjusting his productive livestock, otherwise he 
would be imposed upon by unscrupulous traders. In the power and 
machinery category, the percentage investment was increased only 
a small amount, but the actual capital invested was increased from 
approximately $160 to nearly $300. The most rigid economy was 
practiced in helping the borrower get better farm equipment. For 
the most part, this equipment was picked up at farm sales, so that 
this increase of nearly 100 per cent in inventory value of equipment 
and pow.er is more significant than if it represented the addition of 
new tools. One of the first concerns in this particular class was to 
get an adequate amount of work stock. The change in per cent of 
total capital invested in the various classes is given in Table 8. 
The number of dollars as well as the percentage of total capital is 
shown in this table . 

Coun!I 

Benton 

Camden 

Hickory 

Morgan 

St. Clair 

Average 

. TABLE 8. CAPITAL DISTRIBUTION PER FAMILY 
(ORIGINAL ASSETS PLUS F.S.A. LOAN.> 

Productive Power and 
Total Livestock Machinery Real Estate Other 

Cal21tal ~ % $ : % ~ % ~: % 

$1448 $608 42% $319 • 22% $174 12% $347 24% 

1614 500 31 323 20 387 24 404 25 

1318 487 37 . 290 22 198 15 343 26 

1465 498 34 439 30 103 7 425 29 

1387 485 35 416 30 153 11 333 24 

1434 517 36 360 25 189 13 368 26 

The manner in which the Farm Security Administration loan was 
used in the various counties is indicated in Table 9. This table 
shows the total amount of loan granted to the applicant and divides 
the loan up into that which went into the purchase of additional 
productive livestock, the amount used for power and machinery and 
that used for other purposes. A little more than half of the credit 

. allowance went to increase the amount of productive livestock, either 
to improve its quality by desirable replacements or for both purposes. 
The Benton County borrowers seemed to be able to use more of the 
loan fund in this · manner. The least amount was used in St. Clair 
County, where just a little less than half was used for productive 
livestock. In Benton County two-thirds of the total loan was devoted 
to this purpose. Considering the amount used for power and 
machinery, the reverse situation was true. The largest portion was 
used in St. Clair and the smallest in Benton County. Thirty-one 
per cent of all loans in these five counties was used for power and 
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TABLE 9. USE MADE OF CREDIT GRANTED TO BORROWER 

Ave3e Amount and Per Cent of Total Used For 
' Productive: . 

: Total Livestock : Power & Machinery Household & Other 
Coun!I : Loan $ .: %: ~ : % ~ : % . 

Benton $635 $416 66% $151 24% $ 68 10% 

Camden 695 368 53 195 28 132 19 

Hickory 598 347 ~8 166 28 85 14 

Morgan 718 355 49 257 36 106 15 

St. Clair 602 289 48 226 38 87 14 

Average 646 354 55 199 31 93 14 

machinery. Benton County used 24 per cent of their credit extension 
for this purpose while St. Clair 1:equired 50 per cent more than 
Benton County used. 

Under the headi:gg "other" is included loans for living, house~old 
purposes, and other non-mortgageable items which were very l'leces~ 
sary for the family living, but which did not directly produce money 
income whic:!). could l?e used for the retirement of debt. One of the 
most common credit uses for household purposes was the procuring 
of pressure cookers and fruit jars. These items were probably as 
productive in helping with the rehabilitation of ' the family as were 
the acquiring of additional pieces of farm machinery. While such 
uses did not directly produce income yet they certainly did protect 
the cash income by reducing the amount of cash income which must 

, be spent for family living. For the area, 14 per cent of the total 
loan was used for items falling under this heading. The greatest 
per cent was used for household and other purposes in Camden 
County and the smallest per cent in Benton County. 

Considering the size of the loan devoted to the various '- purposes 
in individual counties, it is obvious that all supervisors made an 
attempt to keep the proportion of the loan in productive livestock or 
better power and machinery as large as possible. An additional 
pertinent inquiry · might be whether or not the initial resources of 
the borrower had anything to do with the manner in which the loan 
was utilized. Evidence in this connection is found in Table 10 . 
. This table Classifies all farms in the area by the amount of capital 
represerited in the net worth of the individual borrower. This table 
shows the original capital, the amount of credit extended and the 

. resulting 'total capital. One should be careful not to interpret 
original capital and net worth as the same figure. As was indicated 
earlier, many of the applicants had some unsecured obl~gations 
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TABLE 10. ORIGINAL NET WORTH AND AMOUNT OF CREDIT EXTENDED 
(BY CAPITAL GROUPS.) 

Net Worth: No. Original Amount: Total Per Cent of Total 
Class Farms Ca2ital of Loan : Ca2ital Ca2ital in Loan 

Under $300 79 $ 205 $670 $ 875 77% 

301 - 600 58 445 586 1031 57 

601 - 900 40 688 643 1331 48 

901 - 1200 30 1036 572 1608 36 

Over $1200 26 1804 695 2499 28 

which had to 1)e subtracted from their total assets to get net worth. 
Original capital as . used in this table has not been corrected t() allo'Y 
for the deduction of unsecured oblig.ations, For the most part, 
these items are not large and comprise such things as doctor bills, 
account at the grocery store, etc. It will be noted that the amount 

. of.. the loan did not vary with the amount of capital possessed by 
the applicant. About as much money was loaned to those with 
almost no resources as was extended to those who had considerable 

. equity. This really would be expected when one considers the pur
pose for which the Farm Security Administration was created. It 
was designed to aid the economically handicapped where other aid 
was not available. The per cent of total capital, after credit was 
granted, represented by the loan reveals to what degree the super
visor succeeded in conforming to the practice of the Farm Security 
Administration. For instance, in the class of borrowers who had 
less than $300 ' net worth before the .loan was granted, the loan 
actually approved was more than three times the original capital 
of the applicant and made up 77 per cent of his capital after the 
credit extension is included. From this point on, to those having 
more than $1200 net worth, the . per cent of the total capital made 
up of the loan extended to the applicant declined to 28 per cent. 
In this last case, the amol.lnt of the loan was only 38 per cent of the 
borrower's original capital res,ources. 

The extent to which the loan was used to apply on the procure
ment of additional productive livestock is indicated in Table 11. 
Here, again, borrowers are classified without regard to county 
boundaries and on the basis of the net worth of the applicant prior 
to granting the -loan. 'those having the smallest net worth had only 
$89 of capital invested in productive livestock before the loan was 
made, while those with the largest net worth had $341 worth of prO~ 
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TABLE 11. PER CENT OF TOTAL CAPITAL IN PRODUCTIVE LIVESTOCK 
BEFORE AND AFTER BECOMING A BORROWER. (FARMS 
GROUPED BY NET WORTH CI:.ASSES.) . 

Net 
Worth 
Class 

Under $300 

301 - 600 

601 - 900 

901 - 1200 

Over $1200 

Capital In Productive Live-
~tQ~k ;e!:!Q!:!: LQin Ylll~ Mag!: 

$ : % of Total Capital 

$ 89 38.6% 

138 31.0 

208 30.2 

196 18 .. 9 

341 18.9 

Capital In Productive Live-
stock Aft!:!: Loan Was Mad!: . 

$ % of Total Capital 

$465 53.8% 

474 46.0 

553 41.6 

526 32.7 

742 29.7 

-
ductive livestock. In per cent of the total , capital of the applicant 
invested in productive livestock, the lowest group -had nearly 40 
per cent of their capital in producing anhnals; the largest group 
had less than 20 per cent so invested. The investinent in productive 
livestock, after the loan was granted, gives a very different picture. 
The average farmer in the lowest net worth group increased his 
capital in productive animals from $89 to $465. This in an increase ' 
of about five times. . The highest net worth group increased their 
capital investment jn productive animals from $341 tc $742. This 
is just a little more than double. The small group had more than 

. half of their total capital in productive animals after the loan was 
made. . The high group had just about 30 per cent. It should be 
evident from this table that while the number o~ dollars involved 
in' the low investment group was only two-thirds that of t~ high 
one, yet the real aid was much more significant. This evidently 
was the intent of those responsible for the creation ~d adminis
tration of t.b..e Farm Se'Curity Administration. Prod,uctive livestock 
should pro"itle, when one considers the kind of farms occupied by 
these borro~ers, the most likely ' means of dependable improvement 
in the borrower's situation. 

Other important factors concerned in the set-up of the borrower 
after the loan was granted are the number of acres of land he is 
operating, the acres of crops grown, and the amount of livestock 
kept. For this particular phase of the study the entire sample of 
farms is considered as a unit and these farms are grouped in . 
accordance with the number of acres included in each farm. For 
instance; there were 21 farms in the area of "less than 80 aC'res in 
size; 61 farms were from 81 to 120 acres; 54 farms were from '121 
to 160 acres, etc. These figures are given in Table 12. The number 
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TABLE 12. DISTRIBUTION OF FARMS BY ACRES OPERATED SHOWING CROP 
ACRES AND AMOUNT OF PRODUCTIVE LIVESTOCK KEPT, AND 
OPERATOR'S CAPITAL. 

: No. : Acres : No. Units' of Total Capital 
Acres : Farms : In Cro2s : Productive Livestock of Operator 

80 A. or less 21 39 9.0 $1195 

81 - 120 A. 61 59 10.7 1156 

121 - 160 A. 54 66 11.1 1162 

161 - 200 A. 38 ,79 11.9 1333 

Over 200 A. 59 108 16.2 1760 

of acres in crop~ varied from 39 in the small farm group to 108 on 
those farms over 200 acres iII size. This is an increase of about 
two and one-half times for the larger farms. The number of units 
of productive livestock did not expand so rapidly. There were 9 
units on the smaller farms' and 16.2 units on the larger farms. 
The actual amount of capital invested was very constant except in 
the largest farm group. The operator had about $1200 capital on 
the 80 acre farm, and he had only $1333 on the 161 to 200 acre farm. 
While the detailed picture is not revealed in the records available 
for analysis, yet the effective size of farm is not greatly different in 
spite of the large variation in acres. ,Those farms with a large 
acreage frequently had a lot of woodland or rather nonproductive 
pasture attached to the cropable land so that the difference in size 
of unit was more from a standpoint of geographic extent and not 
very marked frqm a productivity standpoint. No farm was equipped 
with productive livestock beyond what that farm should be able to 
support so that the allowance of 4.3 crop acres per unit of productive 
livestock on the small farm and 6.7 acres per unit on the large farm 
really means that the small' acreage will have about the same 
supporting capacity as the larger acreage. The farms had about 
the same investment in power and machinery. Twenty-eight per cent 
of the total capital on the smallest farms was in power and machin
ery and the same percentage' of total capital was so used on the 
larger farms. It is undoubtedly true that in the smallest farm 
group, only partial use of machinery was realized while on the 
larger units with more crop acres, a more complete utilization was 
possible. 

The detailed figures for the various size groups are given in 
Tables 13 and 14. There was certainly no tendency for the per cent 
of capital in prQductive livestock and in power and machinery to 



22 MISSOURI AGRICULTURAL EXPERIMENT STATION 

TABLE 13. TOTAL CAPITAL IN PRODUCTIVE LIVESTOCK AND IN 
POWER AND MACHINERY ON FARMS CLASSIFIED BY 
ACRES OPERATED. 

Acres Amount and Per Cent of Capital in . 
Productive Livestock Power and Machinery 

$ % $ % 

80 A. or less $379 31.7% $337 28.2% 

81 - 120 468 40.5 304 26.3 

121 - 160 510 43.9 337 29.0 

161 - 200 533 40.0 369 . 27.7 

Over 200 546 31.0 499 28.3 

TABLE 14. RELATION BETWEEN ACRES IN CROPS, INVESTMENT IN 
POWER AND MACHINERY, AND AMOUNT OF PRODUCTIVE 
LIVESTOCK WITH FARMS GROUPED BY ACRES OPERATED. 

Power and Machinery Investment Crop Acres Per 
Acres Per Crop Acre : Per Acre of Row Crops Unit of Produc-

tive Livestock 

80 A. or less $8.64 $16.04 4.3 

81 - 120 A. 5.15 11.69 5.5 

121 - 160 A. 5.11 12.04 5.9 

161 - 200 A. 4.67 12.37 . 6.6 

Over 200 A. 4.62 12.79 6.7 

vary either directly or inversely with the nu,mber of acres in the 
farm: On the other hand, when the investment is computed on a 
per acre basis, a relationship is established. The investment per 

. crop acre declines as the size of farm increases. This is true for 
total acres in crops or for the average in row crops. 

There must be some significance in the fact that crop acres per 
unit of productive livestock increased rather regularly as the size 
of farm increased. While the data available would not permit a 
careful analysis of the. cropping system, the fact that there was a 
50 per cent increase in crop acres per unit of productive livestock 
must denote that either cash crops were incorporated ' as a part of 
the cropping . system , on the large farms, or the land became pro
gressively less productive. 
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There is perhaps one additional comparison which should be made . 
before dismissing that part of this analysis dealing with resources 
relationships. This final matter is the relationship between the 
supply of capital and the number of persons in the family. Also 
the investment in productive livestQ~k per person may be of con
siderable significance, considering that more of the income with 
which to meet obligations must come from this productive livestock. 
The capital resources per person in the family declines from $566 

. in the . two-person family to $188 per person in those families with 
6 or more in t!le family (Table 15). It is possible that in working 

TABLE 15. . THE PER CAPITA SUPPLY OF CAPITAL AFTER THE 
F.S.A. LOAN WAS MADE. 

Number in Total Capital Investment in Productive 
Familr CaEital Per Person Livestock Per Person 

2 $1132 $566 $232 

3 1234 409 166 

4 1306 327 130 

5 1437 287 114 

6 or more 1318 188 87 

out the refinancing program, not enough attention was paid to the 
size of family. It will be recalled that the total amount of capital 
changes very little as the family increases in siz·e. While it is true 
that there is no necessity for increasing capital in direct proportion 
to the size of family in order to provide an adequate callital struc
ture, yet it must be obvious that, unless some considerable increase 
·in total capital is provided, a family of six or more could not be 
expected to live and have the same debt repaying power as that 
possessed by a family 6f 2 or 3. Further evidence that this may 
be a weakness of the financing program is found in the investment 
in productive livestock per person. There were $232 invested per 
person in the 2-person family, while the investment per member of 
the family was only $87 for the :largest families. This differential 
is probably more than would be compensated for in the per capita 
family living costs of the large family. . 

THE BORROWER'S EFFORT TO REPAY HIS LOAN 
Fol1owin~ . the review of the borrower's position .both before 

granting him credit and after the credit is granted, attention is . 
directed to the repayment progress which he m~de in' the period 
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covered by this study. The Farm Security Administration is inter
ested in the ability of the borrower to keep up with his payments, and 
also in whether or not he is accumulating capital. Both of these factors 
must be taken into account in deciding whether or not the effort to 
rehabilitate these families , is making headway; neither one of them 
taken , alone will give the complete picture. A borrower may be 
"current" so far as his loan is concerned but at the expense of his 
capital structure. Or, he may be delinquent but be accumulating 
capital in the way of livestock or other materials of production 
which will in effect make the delinquency of no serious importance. 
Therefore, it is ,necessary to consider both these items in an attempt 
to evalu::fte the progress made by the borrower. 

From the standpoint of size of family, the story is~told in Table 16. 

TABLE 16. SIZE OF FAMILY AND ANNUAL PROGRESS 

No. In Change In 
Family Net Worth Progress in Repayment 

2 $172 $ -28 

3 141 -11 

4 124 -13 

5' 164 -74 

6 or more 155 -34 

Every size group increased their net worth, but the average family 
in each size group was also delinquent to a small extent in repayment 
of loans. There is no significant trend indicated so far as size of 
family goes. The smallest family was about as delinquent as was 
the largest, and both had a considerable increase in net worth. This 
showing is probably a fault of bookkeeping. The fact that the 
family lived for the year and was able to increase the n,et worth by 
approximately $150 is evidence of progress. The fact that they 

, were for the time being delinquent in repayment ' on the loan simply 
means that they had not sold some of the increase in time to meet 
the payment but did have the increase which would make the loan 
more secure in spite of delinquency. This may aJso suggest that 
the repayment schedule i's not wE1ll adjusted to the borrower's income 
calendar. 

Size of farm is generally found to be an important influence on 
rate of earnings of the operator, therefore, it is natural to ask 
whether there was a greater or less tendency toward delinquency 
as the size of farm changed. Table 17 shown theeviden,ce so far 
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TABLE 17. CHANGE IN NET WORTH AND REPAYMENT STATUS AS I 
ACRES OPERATED INCREASES. . ! 

SIze Of Class Number Average Increase Repayment 
(In Acres Operated) Farms in Net Worth Status 

, 

Under 80 21 $146 $ -41 

81 - 120 61 142 -35 

121 - 160 54 158 -48 

161 - 200 38 124 -49 

201 and over 59 168 9 

as this sample is concerned. Statistically, there may be a slight 
increase in net worth as the size of farm increased but the sig
nificance of this increase is not great. All siz·e of farm groups; 
except the largest ones, were delinquent in a small amount. It is 
probably true that the larger size business had some influence ·on 
this delinquency status, but certainly the magnitude of that influence 
is not measured in these figures. The supervisors were evidently 
following a fairly well standardized pattern in their guidance of 
the investment and production activities of the borrowers. It is 
entirely possible that this standardization was responsible to a con- . 
siderable degree for the fairly uniform showing of the borrowers. 

TABLE 18. YEARLY PROGRESS ACHIEVED BY BORROWERS 
(PER FARM) BY COUNTIES. 

County Area Gain in Net Worth Repayment Status 

Benton $ 200 $ +27 

Camden 113 -111 

Hickory · 235 -86 

Morgan 218 -30 

St. Clair 97 -33 

Average 175 -42 

Total for Area $40687 $-9777 

The annual gain in net worth by the average borrower in each of 
the five areas is shown in Table 18; also there is given the repayment 
status of this borrower. The average annual increase in net worth· 
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seemed to be greatest in Benton, Hickory and Morgan Counties and 
least in St. Clair and Camden. However, the amount of delinquency 
in keeping up. payments of interest and principal on the loan was 
greate'st in Hickory and Camden Oounties. Camden County had a 
total delinquency which lacked only $2 of being as large as the 
gain in net worth. Probably the most significant figures in this 
table are the last two figures showing the total gain in net worth 
for the area and the, total delinquency in repayments. There was 

, a yearly delinquency of about $10,000 but there was an annual 
increment in net worth amounting to more than $40,000. This cer
tainly indicates that the net gain, so far as the borrower's welfare 
is concerned, was considerable. 

TABLE 19. , PROPORTIONOF LOAN USED FOR PRODUCTIVE 
• LIVESTOCK AND PROGRESS OF BORROWER. 

Per Cent of Loan Annual Change Repayment 
Used for this Purpose In Net Worth Status 

25% or less $ 99 $ -94 

26 - 45 148 -38 

46 - 65 158 -11 

Over 65% 195 +.26 

The use to which the loan was put should have some effect on the 
annual increment in net worth. The annual change in net worth 
as the per cent of loan used for productive livestock increases is 
indicated in Table 19. These borrowers who did not use to exceed 
one-fourth of the loan for increasing the amount of productive 
livestock had an increase in net worth of $99. They were also 
delinquent in their repayment obligations to the extent of $94. From 
this point on, there seems to be a definite increase in net worth and 
a decrease in delinquency as the amount of the loan used for ac
quiring productive livestock increased. ' The borrower who devoted 
65 per cent or more of the credit extended for this purpose had a 
gain in net worth of almost $200. Likewise, he had a little more 
than kept up his payments on ' his loan; he had a credit there of $26. 

The same kind of analysis is made in Table 20 for the use of credit 
in acquiring power and machinery. According to the indications in 
this table, some borrowers probably did not use enough of the loan 
for machinery while some evidently would have been better off had 
they not used quite so much for acquiring work stock and equipment. 
Repayment status is not regarded as a dependa'ble index of progress, 
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TABLE 20. PROPORTION OF LOAN USED FOR POWER AND 
MACHINERY AND PROGRESS OF BORROWER. 

Per Cent of Loan Annual Change Repayment 
Used for this Purpose In Net Worth Status 

10% or less $ 96 $ +2 

11 - 20 190 -13 

21 - 30 194 -36 

31 - 40 140 -3 

Over 40 134 -51 

27 

because the status is quite likely to be only a bookkeeping figure. 
The fact that with a small application of additional funds thus pro
vided to the purchase of better equipment and power, the gain in 
net worth per year was $194 in the 21 to 30 per cent group and then 
fell to $134; in the group using over 30 per cent of the loan for this 
purpose is a significant fact. AdditionaJ investment in equipment 
was probably greatly needed by most borrowers but beyond a certain 
point it clearly became a non-productive use of credit. 

The portion of the total credit extended used for purposes other 
than the two shown in Tables 19 and 20 and its effect on the gain 
in net worth is indicated in Table 21. In general, the more of the 

TABLE 21. PER CENT OF LOAN FOR PURPOSES OTHER THAN 
PRODUCTIVE LIVESTOCK OR POWER AND EQUIP
MENT AND PROGRESS IN REP A YMENT. 

Per Cent For ' : Gain In 
Other Purposes : Net Worth Repayment Status 

10% or less $162 $ +5 

11 - 15 193 -10 
{ 

16 - 20 144 -25 

21 - 25 130 -55 

26% or more 78 -152 

credit which it was necessary to use for these other purposes, the 
greater the disadvantage to the borrower. Not only did the gain in. 
net worth decline as percentage rose but delinquency in keeping up 
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payments on the loan seemed to increase. The borrower who found 
it necessary to use more than one-fourth of his loan for these pur
poses certainly was not making headway; his accumulated delin
quency was becoming a serious figure. These are usually the 
hardest pressed of any and need assistance most. The fayt they 
were making progress in increased net worth might be more im
portant than the delinquency. 

In studying this problem, one should not ignore the influence of 
size of enterprise on the earnings picture. Consequently a compari
son was made of the annual gain in net worth as the number of 
productive units of livestock increased (Table 22). There were 

TABLE 22. AMOUNT OF PRODUCTIVE LIVESTOCK (IN PRODUC-
TIVE ANIMAL UNITS) AND YEARLY PROGRESS OF BORROWER 

No. Productive Number Annual Change Repayment 
Animal Units Families In Net Worth Status 

8 or less 44 $ 88 $ -42 

9 - 11 86 123 -45 

12 - 14 58 145 -47 

15 - 17 23 205 +2 

Over 17 22 313 +66 

forty-four · families in the group who had eight units or less of 
productive livestock; their annual improvement in net worth was 
$88. Eighty-six of the families had from nine to eleven units with 
a gain in net worth of $123 per year. At the upper end of the list 
were twenty-two families who had more than seventeen units of 
productive livestock per family and these realized an annual increase 
in net worth of $313. The repayment status of families also became 
much more favorable for them as the amount of productive livestock 
increased. In the groups with less livestock, ~here was some de
linquency. In those groups with the larger productive livestock 
enterprises there was a small credit indicated in repayments. 

Diversity in farming systems, particularly with those farmers 
with limited resources and without specIal skill, is generally re
garded as a safety feature. One tabulation was made taking this 
into account. The result is shown in Table 2q. The farms were 
grouped by number of productive livestock enterprises. Some farms 
had only cows; others had cows, chickens, sheep and hogs; then 
there were various combinations of these four livestock activities. 
Those borrowers who had not more than two enterprises had an 



BULLETIN 476 29 

TABLE 23. NUMBER OF PRODUCTIVE LIVESTOCK ENTER-
PRISES AND YEARLY PROGRESS OF BORROWER 

No. of No. of Amount: Change In : Repayment 
EnterErises Families of Loan : Net Worth: Status 

lor 2 116 $610 $121 $ -39 

3 92 666 138 -32 

4 or more 25 750 263 +22 

annual increase in net worth of $121 and a small delinquency in 
their repayment status. There were 116 families in this group. 
The amount of the loan to families in this group was $610. As the 
practice of the Farm Security Administration was to ask approx
imately one-fifth repayment each year and five per cent interest on 
the balance, it is evident that these families had to repay between 
$1k5 and $150 per year to keep their. account "current." As the 
number of productive livestock enterprises increased to four or more, 
the size of the loan became a little larger, about ?5 per cent, but the 
change in net worth more than doubled and the borrower had a 
little balance to his credit in the repayment column. It would seem 
that a small increase in the amount loaned was good business both 
on the part of the Farm Security Administration and the borrower. 
It is quite likely that the capability and temperament of the bor
rower were given considerable consideration, and that those with 
several livestock enterprises were probably some of the most capable 
in the list. 

Some attention was given to the kind of livestock involved and 
the result permits some speculation. The families were grouped as 
follows: Those ' with only dairy cows; those with beef cows, and 
those with a combination of the two. (Table 24.) Those with only 
dairy cows, numbering 88 families altogether, improved their net 

TABLE 24. KIND OF PRODUCTIVE LIVESTOCK ENTERPRISES 
. AND PROGRESS OF BORROWER. 

Major Productive Number Annual 
Livestock of Change in AIlnual Repayment 

EnterErises Families Net Worth Status 

Dairy Cows 88 · $122 $ -77 

Beef Cows 87 164 -11 

Dairy and Beef 58 170 +14 
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worth by $122 per year but had a sizeable delinquency figure against 
their account with the Farm Security Administration. Those with 
cows of the beef type, of which there were 87 families, showed a 
gain in net worth of $164 with a very slight delinquency in repay
ments. Those with a combination of dairy and beef, of which there 
were 58 families, had a gain in net worth of $170 and a small balance 
to their credit in the repayment column. The difference in showing 
was explained in part by the character of receipts realiz'ed from 
these different types of enterprise. The man with the small dairy 
enterprise received his income in small weekly-checks which were 
easy to spend and not very significant as payments on account with 
the Farm Security Administration. The man with beef calves to 
sell would have a less frequent income item but a more significant 
one when it came in and would, so the supervisors thought, be more 
likely to make a payment on account. There is probably a second 
influence at work. The production of beef cattle is a common enter
prise in this region and requires relatively little skill or specialized 
equipment. It was probably better adapted to the experience and 
training of the borrower than was a ' dairy enterprise. 

TABLE 25 . SIZE OF CHIEF PRODUCTIVE LIVESTOCK ENTER
PRISE AND RATE OF PROGRESS OF BORROWERS. 

Cha!!H;e in Net Worth Repayment Status 
No. of Cows Dairy Beef Dairy : Beef 

6 or less $101 $ 96 $ -95 $ -37 

7 to 9 113 192 -96 - 7 

Over 9 222 , 267 -28 +37 

While studying the influence of specific enterprises on the im
provement in net worth, it seemed desirable to tabulate these farms 
on the basis of the size of the specific enterprise. Here the dairy 
and beef enterprises were chosen to be used for the study; in Table 
25 t he result is given. The farm having six cows or ' less had an 
improvement in ne~ worth of $96 in the case of the beef farm, and 
$101 in the case of the dairy farms. With those having seven to 
nine cows, the beef farm improved its net worth by almost $200 and 
the' dairy farm increased its net worth by $113 per year. With 
larger herds, improvements was still more marked but was greater 
in the case of the beef cow farm. The repayment status improved 
definitely with both types of enterprise as the size o~ individual 
enterprise increased~ 

Final comparis~ns indicating progress were then made ' without 
regard to the technological asp.ects of the business but emphasiz'ed 



BULLETIN 476 31 

more size of loan, amount of refinancing needed and length of time , 
in the program. The figures showing the results of these comp~ri
sons are presented in Tables 26, 27, and 28. It was the practice of the 
Farm Security A,dministration, so far as possible, to hold all loans 
to rehabilitation families to essential needs. In Table 26, it is seen 

TABLE 26. AMOUNT OF LOAN AND RATE OF PROGRESS OF 
BORROWER. 

Amount Loaned : Number of : Annual Change Repayment 
to Borrower : Families In Net Worth Status 

$400 or less 32 $100 $ +20 

401 - 600 82 106 -27 

601 - 800 62 159 -58 

'801 - 1000 40 199 -21 

Over 1000 ' 17 284 -21 

TABLE 27. NUMBER OF SUPPLEMENTAL .LOANS AND RATE OF 
PROGRESS OF BORROWER. 

Number of 
Supplemental Number Annual Change Repayment 

Loans Families In Net Worth Status 

1 ' 165 $164 $- 1 

2 46 130 -119 

3 22 69 -103 

TABL;E 28. NUMBER OF YEARS IN PROGRAM AND RATE OF 
PROGRESS OF BORROWER. 

No. of Years a ,: Number : Annual Change ': Repayment 
'CUent of F. S. A. : Families In Net Worth Status 

1 

2 

3 

4, 

69 

83 

51 

, 30 

$214 

142 

95 

8S ' 

+4 

- 10 

- 60 

-158 



32 MISSOURI AGRICULTURAL EXPERIMENT STATION 

that only 17 families out of the 233 families in the sample were 
granted more than $1000 credit. One hundred fourteen had less 
than $600 credit. When one considers the annual change in net 
worth, it looks as if the $1000 loan was not so unwise, as all those 
receiving this much credit improved their net worth annually almost 
three times as fast as those receiving $400 or less. It is very 
definitely tr;ue that the larger credit extension resulted in at least 
a proportionate improvement in net worth. 

It was occasionally necessary to make supplemental loans to bor
rowers. These may have been because of crop failure, loss of a 
work animal, or other emergency; occasionally supplemental loans 
were need-e,d for seed or fertilizer or for feed. The borrowers were 
grouped acc<;)rding to whether they had received one or more supple
mental loans. Those who had received not more than one, of whIch 
there were 165 families or about two-thirds of the total sample, made 
an improvement in net worth of $164 per year. Those to whom 
supplemental loans were granted at two different times improved 
their net worth by $130. These had a considerable delinquency in 
repayments. Those . with three or more supplemental loans not only 
had a large delinquency in repayment but improved their net worth 
status by only $69 per year. These must have been some of the less 
effective workers and less effective work seems to have been associ
atea with hard luck. 

Finally borrowers were grouped according to the number of years 
of participation in the rehabilitation program. The results of this 
comparison. suggest that the longer a borrower remains in the 
program the less effective is his repayment effort. One year bor
rowers improved their present worth by more than $200 per year 
while keeping "current" in their repayment record. From this point 
the showing was less impressive until with the four-year borrowers 
there was a delinquency greater than the amount due in one year on 
the average loan. In addition, the gain in net worth of these fourth
year borrowers was less than for any other group . 

. . There are, however, some extenuating circumstances which in 
justice to the borrowers should be mentioned. Those who borrowed 
in 1937 and who did app.ear only in the fourth-year group were 
being financed largely to make up for the drouth year of 1936, when 
the normal feed inventory could not be maintained. Also, because 
of drouth in 1936, the gardens of these clients failed to provide the 
usual food reserves for the family. Thus a considerable part of the 
borrowing was for human consumption requirements and for mainte
nance of livestock, which needs would not have existed except follow
ing a drouth year. 

There were more loans Ilxtended to borrowers in 1937 than for 
any of the other three years, and a large part of it can be attributed 
to the unfavorable season in 1936. These borrowers were certainly 
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in the poorest economic position of any of the borrowers of the 
succeeding three years. 

A second factor which tends to minimize the significance of this 
table is that undoubtedly many of the borrowers paid up their loans 
and we6"e released from the program before the end of the fourth 
year, so that the thirty borrowers left in the program at that time 
were quite likely the least fortunate and probably the least capable 
of the borrowers of the year 1937. 

SUMMARY 
The analysis of 233 Farm Security Administration borrowers in 

five border Ozark counties made in an effort to learn what condi
tions and factors seem to influence, in a significant way, the progress 
of these borrowers has given certain indicative results. Some .factors 
do not show significance from the standpoint of improvement in 
economic status of a farmer borrower. Original net worth, size of 
family and age of borrower, did not seem to be associated with 
progress. The productive capacity of the farm definitely was associ
ated with the improvement in net worth of the borrower. Produc
tivity, in the only way it could be measured from the information 
available, really was more nearly a measure of total productivity 
rather than productivity per acre. 

The use made of the loan was a significant influence on progress . . 
The less the loan was used for productive livestock, the less the 
progress made by the borrower. The reverse of this would also be 
true, but probably: not to an unlimited degree. It was equally true 
that the more the loan must be us.ed for nonproductive purposes, 
the less was the rate of progress. About the same conclusions were 
reached when the use of the operator's total resources was studied. 

The size of the livestock enterprise also had a direct relationship 
to the rate of improvement of the economic status of the borrower. 

There was not much difference in the rate of progress of the 
groups with two or three livestock enterprises, but when four or 
more enterpries were present, the gain in net worth was nearly 
doubled and the repayment record improved. The advantage in 
having several enterprises was greater than the comparative increase · 
in amount of credit extended. While it could not be determined 
adequately with these data, it is quite likely that increase in 'size 
of business contributed more to this improvement than did the mere 
fact of increasing the number Qf enterprises. 

In comparing progress on f~rms emphasizing dairy, beef, and a 
combination of these two enterprises, it was found that the best 
repayment record wfls made by those operators with both dairy and 
beef enterprises and the poorest record by those emphasizing only ' 
the dairy enterprise. Lack of needed special equipment, experience, . 
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capital and an ad~quate market outlet probably limited the progress 
of dairy operators. Also, these borrowers were usually tenants on 
farms with insufficient improvements to adequately care for a dairy 
enterprise. 

Beef seemed most widely adapted to the circumstances and skill 
of the borrowers. The amount of income received at one time prob
ably had a favorable influence on the repayment record of operators 
emphasizing the beef as compared with the dairy enterprise. 

The poultry enterprise was not sufficiently large to meet more 
than the living needs of borrowers, censequently it could not be 
expected to affect directly. the actual repayment record. 

Larger credit .extensions seemed to result in more rapid improve
ment in net worth of the borrower. This is probably not due alto
gether to the size of the loan. It is quite likely that the loan bore 
some relationship to the size of business and ability of the borrower. 
No reliable measure of ability was available for making comparisons. 
Whenever an individual borrower requires a supplemental loan for 
a third time, difficulty in repayment may be expected. 

The number of years a borrower is in the program also seems to 
be associated with the rate of progress. Tbe longer he remains in 
the program, the less seems to be his yearly accumulation. This is 
partly because the more capable operators leave the program and go 
on their own ~fter a couple of years of aid, thus, the list of those 
who have been · in the program four years is likely to be a more 
select group of the less efficient. 

Some study was made of the troublesome factor of ownership of 
land by borrowers. Insufficient measures of quality of th~ land unit 
to which a borrower holds title, but which is usually heavily encum
bered, were available to permit any dependable comparisons. For 
the most part, these land owners had an important part of their 
meager capital frozen in very small farm acreages, w~ose appraised 
value per acre was so low as to practically guarantee a prohibitively 
low level of productivity. After studying the individual records, one 
would have to conclude that in the maiI\ borrowers who own small 
land acreages were generally handicapped rather than helped toward 
economic independence. 

Finally, it is unquestionably true that these borrowers, taking 
advantage of tb..e credit extended and guidance in both farm and 
home planning and management, ·enjoyed much improved living cir
cumstances while in the rehabilitation program. 
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