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SOME FACTS ON FARI-C MORTGAGE FORECIDSUR~S IlJ l\ITJ'ifHESGrA 

Prepared by E. C. Johnson 

Aug. 20, 1931 

In the last ten years, but particularly during the last five years, many 
farm mortgages have been foreclosed in f,~inne sot a and titles to a grea.t number of farms 
have passed into the hands of creditors, A number of ;:'actors may be included as 
causes for this condition, but generally s_?eakin·, the great rise in prices during 
1917-1920 and tl1e decline following which caused a sharp decrease in farm incomes, is 
the principal exp.lanation for failures among farmers. ui th th uir incomes declining, 
int0rest payments hoavy, end taxc:;s tncreasing, nany farrYJBrs found it impossible to 
me,:::t financial obligations. 

A study was made of 527 representatlve Linn(:sota fa:ces which ere owned by a 
mortgaGe loan institution as a result of f'orcclosur'-'s. On most of thc;sc- farms finan­
cial statome;nts were availebJ. c for the c;_a to Wh(.;n tho lo8n was r:.adu and also when it was 
foruclosod, Over oigl1ty per cont of th(:SO loans w0rc m8.ci8 during the yee.rs 1917-1922 
and most of th0m wcr .. forcclosod. ·luring the years 1K4-l930, Between the tim(, the 
loan was rrade Gild wt._n it was for.:,clo:o:.od tht. average; as::;uts of th•:sG farrr~::rs dE-creased 
45 pt:,r cent and the: avc:'J.go liabili tics increast:.d 22 per c0n t. In 'l'ablt:; l, the fa:rr:'.s 
<lrEO classified by districts Gild figur-.~s roluting to assets o.nd linbilitios given. 

T2.blo 1, 

District 

N, w. Minn. 
N. E. Minn. 
Cent. Minn. 
s. ~~·v ' Minn. ,. 
0, ~. Minn. 

All Forms 

A Comparison of Finencial ;.jt•jtcmr-.:;nts of :farms '.Ihcn the Loan 
Was Made ond When the Loan Was J:l'orE.Jc losed 

Figures a:·o average per :Lcrc. ________________ _ 
Who n lo<.n was Il'.'Hio I' Whc n loan wns force losEJd 

Ratio of Retia of 
Totr.l Li !lbi li- Tot 81 Liabili-

Totcl Liabili- tics to Total u~,bili- ties to 
Ass8ts ti8S Assets Assets ttes As sots 

$15,491 ~6, 106 3<;)0,) :~Pe, 886 11?% 
6,840 2,378 35 3, 6~7 3,160 86 

14,608 6,668 46 8' '142 8,096 93 
25,140 13,858 5:" 14,984 1<1,5?0 97 
29 ,491 14,461 49 19,017 15,729 83 

16 084_~05 45 _g_, 3 04 8 936 96 

The decline in far-r.1 incomes h~1s r,;su1 ted in ?. fr.ll in f<•.rm real estate 
VGlucs. In fact tho f<;l'U:It r0duction in nssots shown in the tc.blo c.bovo is due mainly 
to tJ1e decline in reel estote vnlu8s, Tho f'.:.rms incltF.lLod wero anpr:-tiscc1 when tho 
locms wero m·1de ~~nd :ognin when tr£y wore: fo.r·-:closed, r·nd during this period they de­
clined 41 per cent i.n v·,.luc from :m :-:vcrage of $13,227 to :'j7 ,808 per f'n.rm. 'rhc.: do­
cline in rcol estnto v::cluos hy districts is sho;-;n in T'rblEJ 2. Since thu time of 

Published in furthGre.nce of 4•gricul tuml :C.xknsion J~ct of !>lay 8, 1'014, Ji. W. ?ock, 
Director, l~gricultlli·c.l Lxtonsion JJi\Tision, DcparthJLnt of •• griculture, University of 
Minnosota, coopcrf:l.ting with U.S. Dcp:1rtmnt of Agriculture. 
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foreclosure land values have gone doW!1 fc.rther; and if thGse farns nero appraised to ­
day , the values w.J uld be l owE;r than at the t ir.1e of foreclosure . 

Table 2 . 

Distric t 

N. w. Minn . 
N. E. ~tinn . 

},ppraisod Val ue of Land and BuilC:.ings WhE;n the Loan 1vas r:adc 
(:}nd IJhc,n tho Lmm v:as F'oreclost..d 

krere:..ge vnluG per fa r m I 1-.vt.-rnge VIJl UE:; per c..cro 

When l oen Wh&n 
1'. 

When l on..'1 iYhon 
was made fo r ecbsod was r.1ade fo r oclosed. 

I 
$1 2, 58 7 $6 , 496 ~60 . 71 :,r3l . 33 

5 ,630 3 , 364 37 . 20 22 . 23 l Central !\·~inn . 11, 928 7 , 989 i 75 . 24 50. 39 
s . -,·,. tiinn . 21 , 055 12, 952 t 122. 65 75.45 
s . 1 , Einn . 24 , 323 1 5 , 270 ! 138 . 22 86 . 97 

All fa.rms 1 2 , 227 7 , 008 '14 . 40 43 , 92 

While r.nny farmers have failed in recent y08rs tho fects nro th~t othurs 
have boe;n nb lo t o meet fimmcial nb l i 9,"utions although in n..cn.y cuser.: t t cy hr.ve do ne 
s .) by curtailing expe'J.ciitures both in the hor.e f'.nJ in thE; fP.rt.: business . Eve.'J. v.-hcm 
n:my f .:>.rmors fnil , others e.re !T'.E'.king a success ~ r fo.r:-,ing . 11hy shc ulcl this bo true? 
A nunb:...r -, f f .:: ct.Jrs r.:us t be considorC;d in attem~:- ting to r.n s·;;C;r this qucsti :m -:nd 
only a few c .:m be !:lOll t ioned in this she rt discussion . 

For tho purpose of throwing S 8!:l0 light m this r,rob}em a CCI:.lpnris Jn <.'D.S 

rode between the f'J r eclosed farr:JS studied and Minnesotc. fer: ~s "ln :hich the l 'ans 
;-:ere in go'Jd standing . Three such f'lrJ:: s V!ere selt::ctod r t r r ndr:L: in . ..;-:,ch cnun t y f :--- r 
each f oreclosed farm . This is ne t to be construed to inr.t ic ~::. to the r.::: ti8 between 
tho number 0f f;reclc-sed "'-nd g J•"'d l oo.ns but was rco rely used as £' I:-,cth ~ cl )f 0btail1ing 
en o.ci.equate r.:oasu r e . I nfo r mation rogarding each f a rm w-:3 obt:J.inoC. fro r.; the appli ­
cc ti on for loan , tho app r aiser ' s reports, ood c ) rrosp onclence concerning the 1 ;:-m s . 
On tho basis ''f thi.s inforr.'.atjon B...'1 nnr-.lysis Vi:l s ~n:J.dc of fo rcclo scC farms a nd f~rr:ls 

11herc tho ~•vners had mot tho finnncial obl i gations. A fav; c-f these c 0np:.:.ris c-:1s 
f o l l nw. 

In tho first plr:ce it W2S r -.un1 that a t t h:.: tii:X. the l)Cll r:~; S L~de tt.e 
farr,10rs whc lc:ter fni l ed. hnd l 'lrge:.." debts and a hlgb0r ratic >f' lic.bilities t) 
assets . They h9.d a hc.uvivr bur..:cn o f interest _pnynbats ; em~,vtithout any appnren t 
opp ·Jrtunitics f or grc 'l ter incc:Tic their chnnccs ~f success v:ore lLss then tb.u f t~r­
r::ers wi t h sr..o.llor debts . Ta ble 3 , shm·:s the as:::cts ond linbilith.s ::.t the tL:::e 
·;;hen tho 1-·-an VIO.S mn.de; f::"~r fo rocl ·1s cd fnrr.!s a'1C: fnn::s h:.:.. 7i ng nc n - G.o linq UE; nt 1 ·'C.ns . 

Tc.ble 3 , Financial StctE:.r.lt.nt \ihe:n the Lonn ·,;ns ~ .. :aG.e for F c rcel ) accl :6c.rr.:s 
and. Fe.rn:s with Loo.ns in ~.,-.J. St·.11cing 

•• ver:J.gc per fo.r:'! 

Forocl se,: F~' rr::s Fc.r;.:s \'1i th Gc)d Lo ::ms ---- -------Retia of Rntin of 
Tr::tnl Liabi l i - Total Linbili -
Li c.bili - ties to To tel Lic.bili - td.os to 

District tics Assets Assets ties A.ssets 
N. w. Hinn . 15, 501 "''5 994 38 . 7% ·~13, 573 1~1 3~c:; 32 . 1~ 'rl' f ~ ' '-'-' 
N. E. M' 6 , 650 2,270 34, 1 6 , 734 1 , 790 26 , 6 -·lln:1. . 
Centr:J.l Minn . 15 , 947 6 , 700 42 , 0 15,179 4 , 910 32 . 5 
s. ... 

!f.inn . 24 , 441 12, 620 51.6 24,400 10,250 '' · 42 . 0 
s . .!!; Minn . 28,155 12 , 020 42 , 9 22 , ~15 8,020 35. 6 -----
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The fBrmors used on the avornge nbout 82 per ce~t rf th~ fu~ds borrowed to 
p9.y existing debts. This percentage docs nr't vG.ry greatly between the f o rt..cl 'Jsed. and 
ther lonns. Ho'l\ever, the loan per f"rm ·:mc1 th<: r-:-tti r ·f the nlh'"'unt nf the l ~ l.l!1 to 
~he o.pprDiscC. vuluc '>f land and buildings IKlG 1· rgor on thC; f ··recl"'sed fo.re1s. This 
s sh ~wm in Table 4 , 

t<J.blc 4 . 

District 

W. Einn . 
r, 1, Minn. 
entretl IVIinn. 

VI Ninn , 
E. V:inn. 

Average ll..molmt of Lo '1!1S 

t G ~~r~preiscd Va lue •)f 

Forecl 0sec'. Fnms 

Arnou..'1.t c:;.f 
Loun Rc.tio 

,J5,022 40% 
2,142 38 
5,434 40 
8,602 42 
9,892 42 

and Rnti c ::f L '1ons 
LnnJ 0 :lc1 Buil <i.in~s 

F o. rr.s ..-vith Go •d Loans 

.... :r:cunt of 
Locm. Raho 

$3,734 33% 
1, 764 32 
4,394 34 
7,810 38 
6,974 37 

The question tho.t l0gicnlly f o ll0v:s is "Why is in :lebto<l:1e;ss grcc. t c r on the 
orocl" st::d f e rns? " Thb cnnn .~ t be n~sr<C;r _C. ~efin i toly ~n the.. b:' sis ..-.r C:.o.to. c. vailo.blc, 
ut a. for; p::>ints my be nc tec.'. . The forecl )Sod. f ·_r ; . .s .J~ tho '1Vc.. r a ge v. orc lnrger fJ.r::::.s, 

lnJ. we w::>uld expo ct a l n rger (ebt .)n th e se f:lrr..s f .• r that re -,son. Hcwcver, this is 
:-~ly :1 po.rtial 8Xplo.n'3.tic n. If n grcc.t0r proporti..n 0f th0 forocl ':' s c..cl f c.rms were pur­
hnsod <luring tho peri or1 .., f high l·mC: v <.:. luvs, 1917-1921, tt:fi. n ~Jf thE.: f c rr .. s h~.ving 

o0d loo.ns, 1·,e w--ul:l expect :1 grcc. t e: r in(!. ~;.btc C.r.oss p er f [, r r. i~ the. first gr.:) up. The 
~ cts o..ro tho. t 35% cf t he for c cL)SC;d f c.r-r-is, or.li tting fc,rn:s inhcri tor' c. ru:~ hm:1sstec.c~e (. , 
ere purch':lsec'. Juring the ycnrs of htgh v.::.lues c n.r:!p r-,re :~ t" 28 pe r cent f 0 r the othe r 
~ms. Ho-::over, the tctc.l o.vorogc in(ebtc ' ness per fo.r: ·:.o.s ~279 lE-ss on the f t:- ro­
l os ed fo.I'!':!s purcho.seC: L. Uring 1917-1921 th~ n m forocl0se ~ f a r e s purcho ser~. -:~ uri!l.g 
ther years, in w0st co.ses pri or t ,, 1917. In other 11o r r: s, therE:: o.re ;::, thGr co.uscs 
.Jr he::~vy indebto,:ncss besi u. 0s t~e purchc. se -::[' hi€)1 priced l:md. s C'r.!e of which u!l.G. ~ ub ­
ed.ly o.re axplo.ino c~ by po'lr r-:.mc.ger. . .::nt. The successful f' .... r;:r;r uses c:r- t-c'. i t wisuly, 
~1c. t is, for proC. ucti on purposes, v:hil 10: t he fr-. n~"'Jr wh~ is o. p onr r..o.n og e r is likely to 
luve comparatively lo.rge oxpe:lc1ituros, ::1my 0f then: fr ~r.: br rr·') WO C~ r:oney, ond o. rolo.­
pi ve ly 1 I W incor:e, 

Another Jifferencc botwee~ f orec l"se C. f e rns nml the fnr r.- s e n which. tho 
~ '· ~ n s were in go od stonC. ing is thnt the f ,-- rr:or tenr: t ~ be l Qrger fn rr.~s fr ~ r: the ston rl­
IO int of o.cres 'lf lo ne~ . This is true fer cll : istricts • f th e st a te os sh 0 r:n in 
~ble 5, As a rul e tho 1nrger f P. r i::. hns possitilitios f r grcotGr i~c )r.~e tho.n the 
~lle r fo.m in perim:s ·:-: f profitc:blo pric e s. The risks, hn :ever, ere greater o.nd 
t-Ir i ng periods o f l ')W prices like in recent yoo.rs the crnnces of f q ilure nls " 2 !'e 
lrcn ter. In North\.estern Minnesntn l o.rger ncrenge ho. s been nss oc io.t eG. ·.--.· i th gro.in 
~rr.1ing, o.nd grain w:1s rel~tively more ir:pr rto.nt r~ r.:::mg f o.r:.: enterprises Gn f0recl"sed 
rPrr.s thnn on ·>ther f a rr.!s v;here livcstcck e:1terprises, which ho.vo been r1:~re profi ­
~b le than groin, v;ere rr:orc ir.:.p o rt'ln t. In N ~rthonstcrn Min:1e s t a the ov!Zrnge _cre-
t,e f0 r forocl.')sod fo.rrr£ wu s 151 ncres cc L:pnre d t o 114 acres en fp_r~ .s with g>o d 1 ::-o.ns, 
~t the cultivn.ted acres per f o r m were 36 c.n•l 37 re.3p:;cti \·ely. On f c r e closE::C. fo.rn s 
tthe latter rcgi ::m, therefore, the f a n 1ers -;;ere ~ c.~r:,ring r..uch unpr -:J u~tive l!l.ncl on 
¥11Ch they were paying U.xes nnd 1nt erc~t but rece1V1n._; no inc 0ne. The1r cho.nces f'or 
occe ss w' ul j ho.ve been r.uch bettor o~ o s rnller e cre ~ge. 
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Table 5, A Comparison of Size of :Foreclosed Farms 
· a:rrl Farms with Good Loans 

Foreclosed Farns Fai'Ii>s with Good Loans 

D) strict Total Cultivated Total Cultivated 
Acres Acres Acres Acres 

N. W. Minn. 208 141. 175 118 
N. E. ~f:inn, 151 36 114 37 
Central Minn. 157 91 142 ?7 
s. w. "Minn. 169 114 158 118 
s. E. Minn. 176 126 137 97 

Generally speaking the :foreclosed fams were not n.s well equipped as the 
farms having good loans, The value of buildings, both houses and barns, averaged 
less on the foreclosed farms. The investment in machinery ~Jms also less and live­
stock production less important. It is quite evidont that the ff~rms with good loans 
on the whole represent a farm business of bettGr balance than thE; foreclosf0d forms. 
Table 6, gives the e.verngG vo.lue of buildings, livestock, cmd machinery on the two 
groups of farms at the time the lonn was ronde. 

Te.ble o, 

District 

N. W, Minn. 
N. E. Minn. 
Con tral Minn. 
s. w. Minn. 
s. E, Minn. 

Average Value of Buildings, Machim,ry, nnd Li vostock 
on Foreclosed Fnrms ond Farms with Uood Lonns 

Value of all Buildings Vo.lue of Machinery Value 
per Farm per 100 Acres per 

of LivE.stock 
100 Acres 

~closed Other Foreclosed Other Forsclosed Other 
Furms Farms Farms Farms Farms Fo.rrrs 
$2,190 $3,000 $540 ;Ji630 ~815 $s.;oo 
1,260 l,';no 200 450 535 750 
3,120 3,920 540 850 1,100 1,120 
3,510 4, 210 730 945 1,595 1,800 
4, 52() 4,670 780 925 1,800 1,940 

Tho experiences of };:innesotu fo.rr~ei's in tht:: lc.st decc,de referred to in the 
preceding discussion illustrnto tho dtfficulties o.nd ht:lrdships which o.ri so as c. re­
sult of a changing general price level, r:;any of the f:··.rm debts were con tr'J.ctcd 
duting tho period of inflntion in 1917-1920, ;~t thc.t tin:c prices gencr~tlly i';cre high 
and the purchasing pov:er of the dollar 101'. Prices h·we declined grcc.tly sincE: 
that time until at prese..nt the gencro.l price levol is nbcut fifty per cent below 
the period of inflation, Todr~y 'i:hen thEJ fnrmer po.ys intorost he ~nkos tho payment 
in dollnrs ho.ving nearly twice :.:s much purchasing po7or :.:.s the doll~n's he reccd ved 
when he went into debt during the period of inflC!tion, It to.k<.;s a much larger amount 
of fnrm products to pcy interr·;st D...'ld prillcipnl on tho debt than it did a few yc:~rs 
o.go. In other words, the burden of debt hrcs incroo.scd grc:1tly as u rosul t of the 
price decline. An effocti ve plen of st ·ebi lizing tbs generc.l price level would proven t 
many hardships among farmers which r..rise out of genercl price chfl...'1ges, 

If it were possible to stabilize. the gener::-.1 price lcYel to some degree at 
least, there still would be many difficulties nrtsing because of the uncerto.inty of 
agricultural production. Production of crops nnd livestock is subject to n::.tural for­
ces, and there will be yoo.rs of favorable o.nd unfc.vorable conditions. For thi.s renson 
o.griculture as o. business must be viewed fror1 the long time point ::1f view, Conserva­
tive practices must be adopted ;cmd, in yours of favorable incomo, pre pnrati on must be 
nnde to maintc.in the business during yec.rs when losses occur, 'Ihie cen be done by 
pnying debts or setting aside reserves during good yenrs rc·.thc r thnn using tho funds 
for purposes which M'.y be unproductive, 
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MINNE.SOT.A Fn.Rl\~ PRICES I+'OR JULY 1931 
Prvparcd by 1J.D. Kittredge :J.nd ••.E.:~rickson 

The index number of ~!.linnesots. fo.rri:prices f;)r the: mcnth '>f July 1931 v;~,s 
58,1. :;vhcn the r.:nrcr:,gc ~"~f f~rr;: prices of the.: throe Julys of 1924-25-26 is represen­
ted by 100, the indoxes f')r July of u1ch y;;; ar fr0m 1924 t·) dc-.te arc us f:::>llor s: 

July 

" 
II 

II 

II 

II 

•I 

1924 - 84.8 
1925 -107.3 
1926 -107.4 
1927 - 97.8 
1928 -110,3 
1929 -109.5 
1930 - 82. 5* 
1931 - 58.1 

*Prelimim•.ry 

The price index of 58,1 f')r the pnst m::mth is the net result of decre'1Ses 
in thG prices :Jf fnr::1 pr ··ducts in July 1931 rwcr t..1l.s avor-;gc ;f July 1924-25-26 
vmightcd according to their relative importc...'1.co, These docrv:Lses rf:ngE>d fro~:1 ap­
proxir.1D.toly 68 p•:;r c0nt to 2. Tho prcducts rt:W.'l.kod ncc.:Jrding to the sizo of their 
porcentnge docroascs in this c,,np~lris 'Jn nre s.l-J. '>:n in the fnlL:·<-<ing list: 

Principal Fnru Prnducts ':Ihich Sho'.':E:d Price Dccrt. :1sos 
in July 1931 when Coepr.rod vv-it.t the "':.vGr 0 ge Prices 

in July 1924-25-26 
(lis ted in descsnding :)rder >f purCell t·1g0 cr..r.• nge) 

Decrenses: Rye, whe~::t, berley, o~ts, lrr'Jbs-shu:.p, c•.:r!l, eggs, butte..rfr:..t, hogs, 
flnx, calves, chickE:.ns, l::.e.y, r.,ilk, c·:ttlc.;, p.:t::~t)c::.s. 

Although the Minnos)tc. inclex f'lr July 1931 d.ws n"t LC'J.suro price ch::L'1.gcs 
fro;::. June 1931, a c r:J.p·-ris;n 1f r:~cmth t) ::.e>nth ch:mgos in price has bo;;n :.-::"do, 
The incrsc.scs rnngo fr-cn 46 per c•-n t to 5, and the doer_ '.s0s fr"L ll p,_;r cent t'J 4. 
The pr.::;ducts rnnke;d nccording t:: tho size "lf thoir pGrcunt::>ge incrt.:.~scs or de­
creo.ses in July 1931 over June 1931 arc shov;n in the. f;lloy;i!J.g list: 

Principal Fo.rr.. Pr•"<3.ucts whi ell Shc'.':cd ?rico I::1cr;:;[.sus ~,ad Docrcnscs 
in July 1931 '.'ihcn C ":!:lpG.rl;d with Juno 1931 

(listed in 0.osconCing :-o:r·dor )f pcrccmt·'.ge ch::nge) 

Increnscs: p."Jt:.:.t--.os, flox, 0ggs, chickens, corn, h::>gs, ''o.ts, nill{, h..--,y, buttorf:;t, 

Decreases: Wheet, cnlvc..s, l:lr.bs-sht__c:p, c~·ttle. 

No Cli-mge: Bnrloy, ryo, 


