











































































































38 MISSOURI AGRICULTURAL EXPERIMENT STATION

included special credit facilities and many price and income stabilizing measures.
Most of these procedures have already proved to be ineffective. They will con-
tinue to be impotent if they are not directed toward improving the economic
organization of farm businesses so that production costs can be reduced and pro-
ducts sold at supply-demand prices. In order to improve economic efficiency, the
farm labor force must be kept fully employed, capital equipment in full seasonal
use, and the land ar 2 high level of productivity. Sweeping changes must be
made in the organization of most farms, if the economic position of rural peo-
ple is to be improved.

Present lending practices do not permit most of the credit agencies to
finance adjustments needed for farm operators to take advantage of the new
farm technology that has been developing in the last half-century. The result is
widespread frustration, both among farmers and the leaders of farm organizations.

Successful ascent of the old agricultural ladder from farm laborer to farm
owner is practically impossible now without substantial family assistance. This
difficulty will be removed, if some provision can be made for supplying risk
capital to young farmers at the time they are best able to carry a heavy load of
work.

Another problem that confronts many young farm operarors is lack of skill
in managing a business. A financing corporation designed to bring risk capital
to agriculture can overcome this difficulty by providing managerial aid to young
men during their early years in farming.

Analysis of farm records shows that this system of finance, when applied to
well-balanced operating units, will provide incomes that will permirt efficient
operators to accumulate capital and become owners much earlier than they can
under the procedures now being used. The corporation that supplies the risk
capital will be able to pay its operating expenses and return dividends to in-
vestors that exceed the usual rate paid on bonds or farm mortgages.

A financing corporation also will make it possible for young operators to
begin increasing their net worth almost from the outset of their start in farming.
The speed of savings accumularion will depend upon many factors. One of the
most important is the spending habits of the family. The records that were ex-
amined showed that it would be possible for a farm operator to become an
owner in a reasonable number of years while maintaining a level of living equal
to or above the average of the community where the farm is locared.

The financing corporation that would make this capital available to farmers
would present the following major advantages: (1) it would provide for more
effective use of resources than under existing financing procedures; (2) it would
permit payment of interest on capiral, rent on land, wages to labor and profits
to management more nearly in line with their contributions to earnings than
is possible on a high percentage of farms at this time; (3) it would decrease the
economic losses resulting from closing out farm businesses and re-establishing
them each generation; (4) it would strengthen rather than jeopardize the family
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farm; (5) it would build strong equities in efficient farm businesses for existing
credit agencies to finance; and (6) it would help beginning farmers get started
in a profitable business without paying the penalty of high interest rates to take
care of risk.

Three major obstacles lie in the pathway of organizing this type of financ-
ing agency: (1) legal restrictions on corporate ownership of farm land in many
states; (2) the problem of selling enough stock to finance 50 or more well-or-
ganized farms at a cost of $50,000 or more per farm; and (3) the expense of
operating such a holding corporation until it becomes established and income
begins to flow through it.

If these obstacles can be overcome, a financing corporation appears to be
the solution to many of the problems confronting farmers and national leaders
who frame agricultural policies.
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