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Summary of Financial Condition of Farmers 

BY Nornan J. Vall 

the assets of agriculture vicved as a single industry totaled 122 bil | 
lion dollars on January 1, 1918. Physical assets amounted to 100 billion dollars. 
and selected financial assets ovmed by farm people to 22 billion. The rights — 
of operators and landlords in these assets were valued at 113 billion dollars 
and the claims of creditors at only 9 billion dollars, =§# = =  .© 

_ During 19:7 total assets increased from 110 billion to 122 billion dol- 
lars. Farm real estate increased in valuation from 59 billion to 63 billion. 

' dollars and other physical assets from less than 31 billion to more than 37 
billion. Price changes were a primary cause of the increases 9 Duysical chanves © 

of inventory having been generally small, Financial assets also increascd, 
rising from a total of about 21 billion dollars to e2 billion, These finencial 
assets include currency, bank deposits, United States savings bonds, and equities 
in cooperative associations, Debts increased from 8 billion to 9 billion dol~_ 
lars and the residual proprietary equities of farm operators and landlords — 
increased from 102 billion to 113 billion during the year, | | oo 

Summary 

Briefly summarized, prospects for the principal assets and liabilities 
of farmers in the country as a waole during the outlook period under the con= | 
ditions assumed are that: 

(1) Farmers! holdings of liquid assets will be worked dom to a 
dower level from the current volume of more than 20 billion 

dollars. Under the most favorable conditions assumed, they 
will work toward a level of about 16 or 17 billion dolla-s : 
under the least, favorable conditions, a level of about 13 or 
Uy, billion dollars, = = © - : 

{2) The nonreal~-estate "short-tern!! debts of farmers will increase 
further from the current level of more than ); billion dollars, , 
whether the conditions assumed are "hich"! or "low." Conflicting | 
tendencies will operate, some tending to increase the debt, 

_ others tending to reduce it, but on balance a further increase 
is expected particularly in the next year or two. This would . 

likely be followed by a leveling off under the least favorable 
conditions assumed. — _ oo 7 , 

(3) Farmmortgage debt is expected to inerease further from the cur= 
rent level of nearly 5 billion dollars, whether conditions assumed 
for the outlook period approximate the most favorable, or the — 
least favorable. Here also, conflicting tendencies will operate  - 
but on balance the farm-mortgage debt is expected to continue its 
current upward trend to a higher level for the outlook noriod, 

(h) Land values, under the nost favorable conditions assumed, will 
_ probably be at levels within a range af 10 percent above or below 

_ current levels, Under the least favorable conditions, they may be





= LB 

expected to drop a or 20 percent below current. levels, Farm real 
estate values during the outlook period will depend to a consider 

able extent upon whether farm income appears Likely to continue at 
: . the levels established during the outlook period or whether it 
Bo shows a tendency to drop to lower Levels. 

  

(5) The agrregate veluc of other physical farm assets > including live- 
stock, machinery, crop inventories, and household goods on fams, 
is expected to decline under either level assumed for the outlook 

, period. , 

(6) The net worbhs of farmers ave expected $0 an under either 
: level assumed for the outlook period, Under the leas % favorabis — 

conditions assumed, the decline could be as much as Ss 20 nercent, 

(a
 

Financial Conditions of Individual Farmers Will Vary Widely.~ A reduce 
tion in the net worth of farmers Will bring about varying degrees of financial 
problems among famers, depending upon the composition of their asscts and 
liabilities and the amount of decline in their individual net incomes, Farmers 

£rce of debt will find that the reduction in income merely reduces the amount 
of their current savings. Their reduction in net worth may be principally a 
paper loss with little or no resultinz financial distress, Other farmers will 
find the drop in income sufficient to require the use of some of their past 
savings or liquid assets to meet expenses. Some of these may also find i 
necessary to borrow on equities in their property. Tor those farmers whose 

_ propertics have been freed of debt uid whose savings have been substantial, the 
eo” probleme that arise can bo mot without any particular distress, 

  

Hovever, a substantial number of formers have been unable to acquire 
any substantial savings or equities in their farms because their farms are _ 
snall and the high incomes of the war (still did not exceed both their increased 
farm costs and their living expenses, Other farmers acquired liquid assets 
during the war and immediate pos star “period but they snent these savings and 
acquired additional Liabilities to buy land, machinery, and livectock, “and 
otherwise to improve and enlarge their farns » A substantial mmber of these 
farmers nay find that their reduced income is too snall to cover their fixed 

expences, With little or no savings or equities as reserves, these farmers. are 
Likely to be forced into debt delinquency. This is often accompanied by lowered — 
levels of living, run down land and buildings 9 and even actual foreclosure. and 
loss of the farm. , | 

With this appraisal of the over-all position of aoriculture! ts financial 
position, it may be appropriate to noint out some of the regional variations 

~« ‘that anpear to be in the offing, Theso will be discussed under four major | 
headings: The Northeas sb. the North Central States, the South, and the Vest. 

t ; | | oo llorthoastera States 
  

oo As a whole, arriculture has shown relatively more economic stability 4 in 
* the Northeastern States than in most other refions of the coumtry. This stabil~ 

ity is closely associated with the large urban population and the character of 
the region's farm products. Farmers in this region do not prosper as much in 

@= times nor do they experience as much ‘financial distress in depressions as 
do farmers in most other * regions. | :
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The 1950-5l, outlook for northeastern agriculture appears better, rela- 
sg tively, than the outlock for other regions. The lover feed prices assumed for 

the outlook period and the probability of gradually declining prices for dairy 
cattle should reduce production costs, Moreover, prices of dairy and poultry 

) products are likely to decline less than for other agricultural products. 
Thus farmers in this regien will probably retain during the outlook period more 
of the gains made since 190 than will farmers in the other three regions, But 
some localities, those specializing in fruit, potatoes, and other vegetables, 

_for instance, may experience conditions that are considerably less favorable , 
than average for the region, ON , 

  

The economic stability of the Northeastern States is reflected in land 
7 values which have fluctuated less over the last four decades than in any other 

section of the country. This stability in values has continued during the : 
present war period, In the future, values in the Northeast are likely to change 

A less than the United States averare, ot , , , 

The liquid asset holdings of northeastern farmers on Januery 1, 1948 
are estimated at about 2.5 billion dollars, This is about 150 percent sreater 
the the amount held on January 1, 19:2. The increase for the United States as 
a whole is estimated at about 280 percent. Any decline from present levels in 
the Northeast, however, is expected to be moderate in the outlook period, Under 

_ the most unfavorable conditions assumed, they are not exnected to fall below 2. 
billion dollars, and under the more favorable conditions assured, they might in- 
crease slirhtly. 7 | | , - : 

Relatively stable conditions in the Northeast - particularly of land 
@ vaives - have resulted in a level of farm-mortgage debt which has changed com= 

i paratively little sincs World Var I, On Januery 1 » L948 the total nortrage 
debt for this region was h37 million dollars or about 11 percent 7reater than 
the Low of 39) million reached two yeors earlier, This upward trend is likely 
to continue for a few years; and then level off, 

Non=-real-~estate loans of the principal lending institutions shoved CX 
ceptionally great expansion in this region during 196 and 19h7. In Large 
measure, this appears to be due to the high cost of dairy cattle and feed and 
to increased purchases of machinery and building materials, With the prospect 
of a decline in costs of feed and dairy cows, a leveling~off of the non-real — 
estate debt of farmers in the Northeastern region may be expected. | 

The. North Central States 
  

For this area as a whole, the outlook appears at least as favorable as 
for the entire country. This is particularly true for Livestock and dairy areas, 
as prices of meat animals and dairy products are expected to be maintained at 
fairly satisfactory levels, Nowever, prices of wheat and corn are expected to 

r decline substantially, _ _ 

in the North Central area, land values are still substantially lover than 
v those of 1920. Values were highly inflated in the World Var I boom, and during 

the depression and the drought of the 1930's, the drop in values was greater here, 
During the current rise, land values have been less responsive to rising income 

@"** the country as a whole, | , , Oo





~ e 
| Changes in values in this area as a whole are likely to follow about the 

sane trend as those for the entire United States. Under the hich employment 
*geesumption, values in crop~production areas are likely to be sonewhat love 
Oi at present. Under the lower employment assumption, values in such aress 

may decrease more than for the United States average, On the other hand, in 
( the Livestock areas, values are likely to increase somewhat further ‘in case of 

_ iigh employment, and to decrease less than the United States averare in case 
the Lover levels prevail. , _ Oo 

    

On January 1, 1948, farmers in the North Central Statcs hold en estinated 
8.3 billion dollars in liquid assets, or about 1 percent of the Liquid-asset 
holdings of farmers in the United States, | | , 

c - These Liquid assets are expectcd to decline to about 6.5 billion dollars 5 
| under the more favorable incom conditions, and 5.5 billion umder the less fav- 

orable income assumption. Lower prices for wheat are likely to mean preater 
|“ liguid-asset depletion for farmers in the Great Plains States than for farmers 

in either the dairy areas of the Lake States or the Livestock and general farm 
ing areas of the central Com Eslt. an e , 

With reduced farm income probable during the outlook pericd, fewer famoers 
will be able to finance their operations with cash and more will require produc- 
tion loans. ‘hs number of Livestock on feed in this region will probably in- 

- erease, and purchases of farm machincry will continue high, Further, a consid 
erable number of farmers will find it desirable to extend their credit over 
longer periods, These factors will tend to maintain or to increase the cubstand= 
ing amount of short-term loans, On the other hand 9 livestock prices and other 
~costs may be expected to decline, and with lover farm prices and: incomes, ‘Lenders 
nay reduce the amounts loaned per borrower, However, on balance, a further in- 
crease in non-real~estate loans of farmers in this region is expected for the 
outlook period. - . 

__the farme-nortgage debt in the North Central region on January 1, 1948 was 
less than one-third of that on Janvary 1, 192); and at the beginning of this year 

it was nearly as low as the debt in 1910, ‘he downward trend, however, has about 
stopped and for 1948 the debt may level off or increase slightly, Recently in 
this region, new loans have increased and nay-offs have declined, Principal re- 

payments cen be expected to decline further and only a small decrease in new morte 
gages is in prospect. ‘Thus farmemortgage debt probably will increase rather 
sharply in the next few years, a 

= 

. with the net income prospects for the orth Central. rerion relatively 
. favorable, Lt appears that the decline in liquid assets and the ‘jinerease in 

debts will not be sufficient to bring serious financial distress to any large 
jf ; proportion of farmers, Scme farmers who have bought farms in the last year or 
‘wo and some who buy farms in the next few years, will find it Gifficuls to 

meet their debt-repayment schedules, Delinquencies on both short-term and long- 
* term cebts will no doubt increase, and foreclosures and bankruptcies will be 

more numerous, Dut rinacial distress will be confined chiefly to those indi- 
- Viduals who have incurred excessive debts or depleted their savings anc to. 

" farnors in areas in which crop or price conditions are especially unfavorable,
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Southern tates 
  

& a 

@ The finencial position of. agriculture in the South WAS considerably 
improved during the Tlorld War II period, both : actually and relative to other 

p parts of the country o Although the outlook is less favorable for the major 

s 

v 

cash crops of the South then for those of other major regions, it is probable , 
that southern esriculture. has benefitted from the wa reperlod readjustments o 

With favorable prices and pro duction, gross farm earnings were more tl han 
three times as high in the South in L9h7 as they were in 1935-39, And, as wa 
penerally true, net farm income increased much more than did gross farm earnings a 
Moreover, an exceptionally heevy migration of underemployed . farm workers to nore 
agricultural employment curing. the war period contributed to relatively great 
increases in per capita farm output and net earnings, 

The response of farm real estate values to ware=pericd increases in farm 
earnings was mue h higher in the South than for the country as a whole, In vier 

f this higher response to increases in income, it appears likely that land 
values wiil decline nore in the Southern States than for the emsire county s 
The Liguid assets of southern Tarmers are also expected to. declins, aren aii 
estimated 6,8 billion dollars on January 1, 1hé to between 4.5. and 5 billion 
dollars for the outlook period, , 

The South has hed a greater expansion in ron-reall~estate agricultu rol debt 
since 190 then other reglons. (n Januery 1, 1918 southern farmers owed 30 vere 
cent of such debt in the United States, as compared with 2) percent on January 
s icho. Eseause of prospective declines in farm earnings and soms long-term 

rinancin?, this type of indebtedness wh. Lt probabl + level. off in the near 
reubure. ) 

The farm-mortgage debt in the Southern States is still nearly tmonthiz rds 
as high as the 1923 peak level. And, during the last two years mortgage dent 
in the South has increased nearly 18 percent, Under the squeeze of hich £3 ed 
costs and declining incomes, 14 is probable that this upward rend will eontine 

during the outlook period. If prices of major crops in the South decline gules 
stantially, however, it is Likely that a changed attitude of both torrovers and 
lenders would result in ea less vepid rate of increass. fin: increase im the use 
of credit to fimance technological and other farm improvements might be of 
major importance in offsetting this tendency » 

m9
 Wes storn SbaAte 
  

Ali shough the Western region contains widely diverse linds of naricult CUTS 5 
there are certain general characteristics that make the finsicial outlook for 
asriculture here differs ent from other regions, Many parts of this region wi. 
continue: to experience economic growth at a greater rate than will cider regions. 
This growth will be reflected in the value of assets used in agriculture and in 
credit used by farmers, The rapid growth of urban population along the Pacific 
seaboard will. provide a greater demand for certain farm products, This will help 
to bolster the agriculture. apainst general Sommard veadjusiments ‘in incomes 9 
Prices and asset values.
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a , - But theese dommvard. adjustnent bs may stad be substa anbicl, th falling 
Fo Juacome during the outlook period, land values may be in for a sometihat greater 

| dewaverd readjustment then in the North Central region. Lend values in fruit 
and truck-crop production areas have already shown considerable wealmess, and 
this tendency is likely to continuc,. In those areas in which livestock is im- 
portant, the prospective decline in prices of livestock will influence. directly 
the value of total farm assets, Despite tho influence of porulation and general — 
economic erowth in the area, therefore, the value of assets. used in farming is 
likely to decline somevhat more during the outlock period than in the country — 
as awhole, 74 ithin the Feglon Ly however y the trends are Likely to AVER EC 0 A 

| Liquid ; assets held ‘by we western farmers inerea sed at: about the sane rate _ 
from Janwvary 1, 192 to Januery 1, 19h8, as for the entire country. Cn January ~ 
1, L948, Liquid assets held by vestorn farners aro estimated at.2.7 billion. . - 
Collars. Liquid assets of farmers in this avea are not exnected to fall below 
2 bello ons during the outlook period, and under the most favorable con~. 
G3,t4 umed they might rensin as high as 263 billion, | i ns 

Throughout the period 190-18 9 non-real-ests ate debts of westerm farmers 
- to the principal cvedit institutions were about 21 percent of the total for 

_ ‘the country > iLthouch some further increase may be anticlnated, a moderate re~ 
, duction in the gnount of such credit used by farmers is expected to accompany — 

| the reduction in costs projected for the outlook period. Real estate debts 
 m™ —-—Ss are Likely to continue . their upward trend, Continued growth of the aren in 

| © . the form of new irrigation developments and exmansion of di: nirying is likely to 
draw in substantiel amounts of capital in the form of mortgage Loans, and: — 
ever incomes in many parts of the region will reduce tho vate of principal 

‘repeynents., This new debt, however, vill be matched in part with new assets, 
so that the change ge in the net-worth position af f western farmers nay differ very 
a iit tle fron that for formers generally. : } 

po - With the foregoing appraisal of the outlook for the einanei al | condition 
an of fermers, Lt may be appropriate, ane clos: Sings to raise a fev questions: ; 

Ls ith the over-all Pinancial ne sition of anricultuwe the best in | 
its history, what policies and decisions on the part of farmers | 
whi aid most in Conserving these important finmeial gains? 

a 26 chat a are the: needs ‘Lor financial reserves, as be ween different - 
a Se types of farming areas, to meot the readjusiments a ahead? 

«é
 

3. - What types of investment shovld be made to obtain the best con 
bination of resources = land, labor, and equipnent aa ‘to obtain 

4 a1 lowest possible production costs? 

, oe How far can farmers go in nalring investments that v a1 reduce the 7 
x disparity betvecn farm and oly homo: S in the way of conveniences and: | 

. comfort? | ms : oe 

i S} oe These questions desorve the careful. cons sideration of all workers in the 
agricultural field, Seldom have farners in such large numbers had the oppor~ 
tunity of puttin; into operation sound plans for thor future financial SCCULLEY o 

fo. 

i



¢ 

 
 

  
  

  
  

  
  

  
 
 

  

v


