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FOREWORD

This volume on problems relating to low-income groups in
agriculture, is the second in our series entitled “Readings In
Agricultural Economics”. :

The problems of low-income groups are at the core of agrar-
ian poverty. Yet, even in those countries where these groups
are over-whelmingly large, their problems have received scant
attention. In the world which is awakened to the need of
4-Freedoms for every citizen, a complacent attitude towards
these groups cannot be justified. Governments in these coun~
fries have been trying to improve agriculture but, generally
speaking, they have relied on some pateni economic measures
such as debt-adjustment, supply of co-operative credit, regula-
tion of rents and the like. Such measures, however, are too
general to afford relief specifically to the low-income groups.
This is borne out by the fact that, inspite of these efforts on the
part of the government, “landlessness” has increased since the
economic depression in most of the agricultural countries.

The main objective in our bringing out this volume is to
focus attention on this vital problem in agriculture and to point
out the intensity and the scale of efforts necessary for its solu-
tion. This study, however, is not exhaustive. It only high-
lights some aspects of the problem on which good literature was
available. This explains why, for instance, we have touched in
this volume only the major planks in land reform. The prob-
lems of low-income groups in agriculture are still not fully
explored and, we hope, this publication will stimulate interest

in the subject and induce research workers to examine the pro-
blem in all its aspects.

With this volume, we propose to bring out two other com-
panion volumes, one on rural rehabilitation in U.S.A. and the
other on relief measures in favour of low-income groups in
Europe. The former is a summary of a report of U.S, Depart-
ment of Agriculture and the latter is a brochure, specially pre-
pared for us, by Dr. Sigmund Frauendorfer. If these three
volumes are taken together as complementary to one another,

“they will throw sufficient light on the magnitude of the problem
of low-income groups in agriculture. They will also, we hope,
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give an impetus to Governments and to those engaged in agri-
cultural economic research to fulfil their obligations towards
this unfortunate section of the agricultural community to a
greater extent than hitherto.

The Introduction explaining the selection of extracts and
their logical sequence has been written by our Research
Secretary, Shri B. S. Mavinkurve.

MANILAL B. NANAVATI

President,
1-4-1951,



INTRODUCTION

The major economic problem in most of the socalled “undevelop-
ed” or “under-developed” countries is that of an increasing population
pressing ¢n inadequate or insufficiently exploited land resources. This
problem expresses itself in the form of unemployment or under-
employment, lower standard of living and general unrest among some
segments of the farming community. Few countries in which agri-
culture i5 of some importance have been able to avoid this problem
of ‘low income’ or ‘submarginal’ farm population. Even the U.S.A.
whose agricultural programmes provide models to other agricultural
countries are no exception. “Regardless of the basis for classifying
our farm population” says Raymond Smith, “the econclusion seems
inevitable that we do have disadvantaged classes in American agri-
-eulture. Standards of living among these people are so low that to be
realistic we must say that disadvantaged farm families are under slum
conditions . . . . While low living standards tend to be concentrated in

* certain problem areas . . . . they are found to a certain extent in every
State in the Union.” * Smith estimates such disadvantaged groups in
American agriculture to be between one-third and one-half of all the
farm people in the country. Evidently, the problem is more serious
in less industrially developed countries which have relatively a larger
‘proportion of surplus agricultural popualation.

Plans for agriculturai rehabilitation, therefore, would be incomplete
if they fail to take cognisance of this vital problem of low-income
groups in agriculture. “Poverty anywhere constitutes a danger o
prosperity everywhere” is all the more true with regard to agriculture.
Paverty leads to misuse of land while misuse of land in turn further
intensifies the economic distress of the farming community. Erosion
of soil and erosion of society thus take place simultaneously, making
the conditions worse cumulatively for each succeeding generation of
farmers. Indeed, “There are many parallels between cancer, with its
growth of hungry, functionless cells, and this nameless disease which
is characterised by the growth of enormous groups of human beings
" who have little or no apparent functions in our saciety.” The disease,
if not eradicated in time, would not only become chronic but corrode
the whole economic structure.

The problem of low-income groups in agriculture, therefore, is not
one of mere sentimental interest. In fact, according to present-day

* “Farmgi*g 1]@" a Changing World” (U.S.D.A. Year Book of Agriculture 1940)
Bp. -1d,
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agricultural thinking, the real criterion of sound agriculture is not sc
much—as the Mereantilists thought—the volume of exports of agricul-
tural produce nor—as the Protectionists think—its contribution to
economic selfsufficiency, as is the level of living of those who work
on land. This view is coming fast to the fore in recent years and,
in several countries, agricultural planning includes definite schemes
designed specifically for the betterment of sub-marginal or low-income

groups in agriculfure.

In this volume—which is the second in the series entitled “Read-
ings in Agricultural Economics”—we give excerpts which would indi--
cate lines of approach to the problem of rehabilitating these submargin- -
al groups. The volume is divided into five sections, The following is a.
resund of each of these sections:

SECTION I

PRINCIPLES OF ECONOMIC DEVELOPMENT

Section I discusses the broad principles of agricultural planning
with special reference to undeveloped. or under-developed countries.
It begins with an excerpt on the theory of spatial organisation of agri-
culture with special reference to the laws governing the location of
different branches of agricultural production and of different systems.
of farming. coneentration of agriculture in particular areas and the
effects of such concentration on agricuttural efficiency and on the
distribution of population. According to Dr. Pavlovsky--the author
of this excerpt—it is essential to understand these laws for the purpose
of planning for an all-round development of agricultural and other-
economic resources and for harnessing the- skill, resourcefulness and
abilities of the people to fuller extent. If, for instance, population
needs re-distributlon to relieve pressure on soil in certain areas, it is
first necessary to alter the location pattern of production after a care-
iul study of the socio-economic factors that underlie it. This again,
involves at least an approximately accurate assessment of the effects of
such a step on agricultural production, location of industry, transport
and marketing. There arises also the problem of providing incentives
to production in the newly settled areas in the form of facilities for-
transport, marketing, and technological development. These and
allied issues relating to the building up of a rational spatial organisa-
tion of agriculture which would ensure the most advantageous utilisa-
tion of human and material resources are dealt with in this excerpi.

_ This essay on the basic prineiples governing economic organisa-
tions in agriculture and industry and on the impact of new adjust-
ments in these spheres is followed by an excerpt giving the basic:
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economic policies necessary for an integrated development of re-
sources. These policies, which were recommended specially for Asian
countries by the Preparatory Asian Regional Conference of the Inter-
national Labour Organisation, bring out in clear terms the deficiencies
in the economies of eastern countries and also point out the way ta
fuller exploitation of resources so as to secure for each country a
‘balanced’ economic development. The excerpt is mainly concerned
with the lines of approach to the problem of surplas population on
land. It, therefore, lays special emphasis on (i) the provision of
opportunities for productive employment in industries which will
absorb excess agricultural population; (ii) the expansion of agricul-
tural production; (iii) securing a fair distribution of agricultural
income; (iv) acceleration of capital formation and (v} encouragement
to private enterprise to play a constructive part in the industrial
development. Mention is also made of measures to improve the health
and education of the working population as an essential feature of
all major development projects.

SECTION II
REHABILITATION OF BACKWARD REGIONS

The proof of a plan’s merit lies in the implementation thereof.
We, therefore, cite in this section examples of some undeveloped and
underdeveloped regions where efforts are being made to develop
economic resources largely in the light of the theories of planning
expounded in the preceding Section. The first excerpt deals with the
Cotton Belt, a region comprising 13 American States generally known
as “the South.” The Southern population, of about 16 million, is
predominantly rural and agriculture is much more important in this
region than it is in the rest of the country. Its agriculture is charac-
terised by inadequate farm family incomes and low standard of living,
These deficiencies are in a large measure due to low crop vields,
inefficient livestock protection, depleted soils, inadequate land and
capital resources per family, poor farm organisation and a low level
of managerial ability. As these deficiencies characterise most of the
“backward” countries of the world, the economic plan drawn up for
the Cotton Belt should be of practical value in studying economic
problems and in formulating economic policies for other countries
as well,

The excerpt which we have given is a summary of the comprehen-
sive plan drawn up by a committee of experts for the rehabilitation of
Southern economy. The plan primarily aims at eliminating the exist-
ing deficiencies in agriculture by the application of scientific methods of
farming, adoption of better manacerial practices and by a better com-
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bination of production factors. It is recognised that this transition
to an efficient agriculture would involve significant changes in other
sectors of economy~—particularly in industry. Above all, the plan
lays special emphasis on the improvement of the human element
in economic production. The low income of the worker in the South
is atiributed to his low efficiency. But efficiency itself, according to
the Report, is, in some degree, a function of economic conditions. A
high birth-rate and low economic efficiency have been responsible for
voor health and a lower standard of living, while these in turn, have
perpetuated the unsatisfactory economic condition of the people. To
break this vicious circle, the plan recommends two more planks in the
rehabilitation programme, viz. provision of opportunities for education
and measures to raise the level of health of the people. Better health
and a fair level of education are considered essential to train the people
for sustained hard work, to infuse in them a healthy social outlook and
to make them fully and collectively respond to the call of the national
programme.

It is obvious that over-all public policies and programmes of such
maghitude raise problems of regional co-operation and centralised
administration to facilitate the execution of the plans in harmony to-
wards the common goal. A striking feature of the two Reports from
which we have culled the excerpt is that they allocate between the
State and the Federal Government the responsibility for the imple-
mentation of different programmes so as to ensure a balanced economy
to the regions and an integrated development of the nation as a whole.
In general, the Federal Government is expected to “stimulate, facilitate
and co-ordinate” the programme for the economic development of the
States.  More specifically, the Federal Government is expected to
shoulder responsibility for such matters of nation-wide importance as
maintenance of full employment in agriculture and in industry, a
sound price poliey for agriculture, industrial expansion, development
and conservation of natural resources, provision of capital funds for
economic development, labour policy, education and trade. It may
also be pointed out that these Reports are remarkable for their wealth
of statistical and other information necessary for assessing the poten-
tialities of development of the various economic sectors and for evol-
ving the mcthods of achieving the desired objectives. To these two
features, the Reports owe their realistic and methodieal approach to
the numerous economic problems they have sought to solve.

The other two excerpts in this Section relate to the Tennessee
Valley Project. They show the results of concentrated efforts in
harnessing natural resources and human skills and abilities for an in-
tegrated development of a neglected region. Two decades ago, the
Tennessee Valley was losing ground as measured by the gene;al dis-
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parity between it and the other regions of the United States. But
today, the Valley soils, once erroding and dwindling in fertility, are
being restored through the use of new farm-technigues and shifts {o-
ward more diverse and stable agricultural patterns. Production of
food and fibres is being increased. The Tennessee River has been
transformed from a destructive stream to a steady and a beneficent
channel of production throughout the year. Power production has
been multiplied ten times for the benefit of farm, home and industry.
Besides, it has enriched the region by developing water-transport and
multiplying fish and wild-life.

How did these developments help agriculture? A developing in-
dustrial economy relieved the pressure of population on land, created
new wealth and provided new income. In the decade upto 1945, two
million acres were brought under scil-conserving tvpes of agriculture.
Pasture lands increased and milk-production went up by 22 per cent.
Farm tenancy declined by 38 per cent and farm production began to
move up. The per capita income which in 1933 was only 40 per cent.
of the national average rose to 60 per cent of the national average
within 12 years. In short, the Tennessee Valley Project shows how
effective an integrated approach to regional development can be in
widening the economic opportunities of the people and raising their
standard of living.

SECTION III

PROBLEMS OF FARM-INDEBTEDNESS AND INFLATED
LAND VALUES

The excerpts given in the preceding two Sections deal generally,
and from a wider standpoint with the problems of agricultural develop-
ment. In this Section, we include excerpts on agricultural indebted-
ness and control of the land-market. Indebtedness and inflated land-
values are the two major handicaps that have to be reckoned in anv
scheme for the rehabilitation of low-income groups in agriculture.
When farm debts increase in subsistence-agriculture, a large number
of farmers slide down the “agricultural ladder” and, consequently, add
to the low-income groups. Unregulated land-values. on the other
hand, defeat the efforts of the low-income groups to go up the agri-
cultural ladder; the effects of inflated land-values in times of land-boom
are no less disastrous than those of indebtedness in times of depressics.

(i) Agricultural Indebtedness ;

This Section, therefore, opens with a rsums of Dr. Costanzos
study of over-indebtedness of farms and the means for its control. The
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excerpt vresents an account of the debt-legislation enacted in several
countries during the post-depression years. After a careful appraisal
of these various measures, Dr. Costanzo comes to the conclusion that
most of them have proved mere palliatives for dealing with effects
rather than the causes of debt. Measures for regulating credit and
those trying to effect compulsory reduction in the debt-burden have
led to a severe cantraction of credit and in some countries as in Ger-
many and the U.S.A., involved the Government into large-scale finan-
cial operations.

In some couniries, however, speecific measures were taken to pre-
vent further growth of indebtedness which proved comparatively more
effective. The following among them need special mention:

(i) State support to prices of farm produce at a pai‘ticular level,
taking care at the same time, not to allow simultaneous rise
in the cost of means of preduction.

(i1} Provision of assistance, in the form of techniecal advice and
eash subsidy, to small farmers who are ineapable of securing
loans on reasonable terms elsewhere and are in a position
to make good use of State assistance.

(iii} Prevention of transfer of land from debtors to creditors.
(iv) Control of land values and regulation of land transactions.

{v) Urging the farmers by diverse methods, optional and com-
pulsary, to conform to a national plan for agricultural
development. To induce the farmers to participate in such
schemes, Governments undertoock to compensate them for
any losses they might incur in carrying out programmes
involving a change of farm practices.

Dr. Costanze’s critical study is followed by a brief outline of the
Farm Debt Adjustment Programme which appears to be the most
effective method evolved so far for rehabilitating indebted families.
This programme sought not only to rearrange the terms of outstanding
loans but also to reduce the total amount payable, with a view to as-
sisting the farmers to remain in agriculture and preventing foreclosure
which might drive them ocut of agriculture or reduce their tenure
status. It was also felt that as the causes of debt vary from farmer to
farmer, primary reliance must be placed on the individual case method
of approach in effecting debt reduction.

All the same, it was realised that a debt adjustment programme
as a tool for rehabilitating the indebted cultivators has certain limita-
tions, because debt adjustment “by its nature, is likely to emphasize
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~lleviating an already bad debt situation rather than preventing the
development of such a situation”. It was, therefore, decided to carry
on the programme in co-operation with other measures that weuld
assist in the rehabilitation of the farmer and his family. As a means
towards the latter objective, the Government directed its attention
o the improvement of farm tenure, to prevent the units from further
loss of ownership and the increasing insecurity of tenants and the
consequent lowering in the levels of the low-income farmers.  In fact,
tenure improvement was found so closely connected with the improve-
ment of the debt situation that the two programmes were consolidated
in 1941 and their operation was placed in charge of a single section.

On this subject of indebiedness, we give one more excerpt from
a Report of the Australian Rural Reconstruction Commission, which
points out the short-comings of the debt policy adopted by the Austra-
lian Government during the post-depression years. In the opinion
of the Commission, the Commonwealth Government was mistaken
in assuming that the depression was only a temporary slump and
that prices would soon return to 192§ levels; it was on this hope that
the Government followed a policy of forebearance and postponement
of debts. The Commission also pointed out that the facilities of fore-
bearance in respect of farmers’ obligations, particularly by Govern-
ment departments and institutions were frequently badly abused by its
-extension to cases where merit and necessity were lacking or to
other cases where the debtor had no prospect of recovering owing
10 an unsatisfactory long-term revenue outlook.

The Commission, therefore, recommended that Government policy
relating to forbearance in respect of obligation should take into
account both merit and necessity of the farmer and that forbearance
should be granted only where there was some prospect of improving
the farmer’s position and eventually enabling him to meet his
chligations,

The Commission also criticised the use of public funds for debt-
relief. *“Too frequently, it only staves off the dav when the funda-
mental faults must be dealt with, and, further, it involves the Govern-
ment in heavy losses without the satisfaction of having achieved last-
ing results. This method of relief is not commendable except where
it is a necessary prelude to, or part of, a general adjustment.” The
Government’s policy of debt adjustment and granting moratorium was
also reviewed and recommendations were made to improve the same,

. From a study of the policies adonted by the several countries to
mitigate the evil of farm indebtedness and to rehabilitate the necessi-
tous farmers, it would appear that restoration of soclvency is not
nossible without restoration of the productive capacity through a
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more broadbased policy of rehabilitation. Mere posiponement or
reduction of obligations too cften leads to abuse by farmers who der
not need or deserve it and thus impairs the morale of the farm
community. Similarly, any positive State aid in the form of a loan
or subsidy in times of such crisis would also have undesirable effects
unless provision is made io ensure that the funds would not be used
to bolster up farms which are economically deficient. The one sure
criterion for the success of farm debt relief policy, therefore, is not
the number of farmers dealt with or the volume of debts suspended
or redeemed, but the number of farmers who are successfully rehabili-
tated and the proportion of expenditure incurred which would be
ultimately recovered from the farmers who have improved their
economic position as a result of this policy. In short, the success of
debt adjustment and debt velief policy is conditioned largely by the
provision it makes for re-organisation of farms and reconstruction of

agriculture.

(ii) Conirol of Land Values

As pointed out above, inflated land-values present a serious
obstacle to the low-income groups in agriculture to improve their
tenure status. One of the measures often recormmended in this case
is gontrol of the agricultural land market. According to Dr. Costanzo
from whom we have taken an excerpi on this subject, Government
intervention in the field of agricultural production cannot be com-
pletely suecessful unless it is also extended to the constituent element
of the real property of the farm and first of all to the land. In his
opinion, it is an essential measure in the evolution of agriculture
towards peasant-proprietorship. How helpful this measure is to the
farming community is explained by Dr. Costanzo, in the light of the
experiments of some of the Continental countries which adopted direct
as well indirect forms of control of the land market.

While Dr. Costanzo is emphatic on the need for controlling the
land mariket, there are others like Hammar who feel that “risiﬁd or
falling land values are hardly a major calamity as such.” We thz:re~
fore, give here an excerpt from Hammar presenting a viewsof the
other side of the shield. Hammar's main thesis seems to be th_at
normally vounger farmers form the bulk of buyers and older farmers
form the bulk of sellers. The gains and losses of the farming com- -
munity, therefore, offset onc ancther, for “what one farmeF loses
another goins. and “any gains from this source are certainly a dubiouj
foundation for so ambitious a project as the conirol of la‘nd values’-‘j
He even fears that the control of land values has often undesirab“c
effecis. Genuine sellers of land, for instanee, may find to their diz. :



A4

INTRODUCTION

advantage that, when forced by circumstances to part with their
holdings or portions thereof, they are unable to realise the real value
due to heavy taxes on transfers of land. Bonafide farmers thereby
may find it difficult to acquire land for cultivation. The author points
out such other unhealthy repercussions of the major types of controls
of land values and recommends, as an alternative, mopping up of
excess purchasing power by requiring each seller to accept a partion
of the purchase price in non-redeemable and non-transferable bonds
of the Government. These bonds could be redeemed when the pres-
sure of excess purchasing power would ease and thereby create need
for additicnal purchasing power.

The third excerpt on this subject which is taken from a Report
of the Australian Commission on Rural Recenstruction strikes at the
golden mean between the two extreme view-points discussed above.
The Commission admits that many buyers enter the market and bhuw
farms at prices in excess of their true productive values, and this
leads to ihe creation of debt which is too high in relation to capacity.
It becomes, therefore, necessary to check the prospective value of land
being driven by spaculation far above its productive value. While thus
recognising the need for regulating land values, the Commission rules
out any nermanent policy of arbitrarily controlling agriculiural land
prices. Jis objeclions o such a direct control of land prices, however,
are more convincing than those of Hammar.

The Commission rightly points out that there are certain elements
of value which can be satisfactorily determined only by a land-market.
However, the open market is desirable for its influence on the organ-
isation of farms into efficient size; its closure would give rise to
“black-markets” which may become a permanent feature of land-
economy. With the disappearance of freedom to purchase or sell
land, individuals may be pegged to the holdings they own with no
opportunity to shift to another location,

The Commission, therefore, suggests that to overcome the abuses
of open-mariet dealings in land without abolishing the system, Gov-
ernment should curb the tendency of the markel {o over-estimate
the productive value of land. Dissemination of knowledge on clima-
tology, soil classification and economies of farming through agricul-
tural extcnsion services would raizse the purchaser’s capacity to “read”
holdings and assess their productive value. Government should build
up a national service under which authoritative advice on soil-classi-
fisation, productive capacity and productive value for each farm
holding would be available; they should also make it compulsory
that any description of a holding for purpose of sale includes an
up-to-date official assessment of productive values. A service of this
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type “will provide intending purchasers of farms with reliable inform-
ation which they now have difficulty in getting; it will exert a marked
controlling influence on farm prices without the objection of a direct
conirol; it will provide a reliable guide to credit institutions and
help to control overborrowing; and it will provide Government with
reliable information which will be of great value in assessing the
merits of farmers’ demands for price-guarantees and subsidies or in
guiding production control.”

While objecting to any permanent system of fixing land prices,
the Commission does not rule cut the possibility that under certain
circumstances, the need for a temporary pegging of land prices may
arise. Two such cireumstaneces in which resort to pegging may be
justified are discussed in the excerpt: one, in a state of national
.crisis, such as war and the second, when Government undertakes
a major development scheme, such as large-scale irrigation projects
which mey increase substantially the value of farm-holdings.

SECTION 1V
AGRARIAN REFORMS

So far we have dealt with measures which are intended to help
the low-income groups by increasing the economic resources of the
community. In this Section we discuss the possibilities of making
certain improvements within a given set-up of agriculture and
thereby, of making an intensive effort at adjusting the population,
as far as possible, to the available land resources. So far as the
cultivating classes are concerned, the main forms in which the mal-
adjustment of population to land resources expresses itself are (i)
inequitable distribution of land, {ii) excessive sub-division and frag-
mentation of land and (iii) predominance of tenancy-cultivation under
rack-renting landlords. This section therefore, comprises excerpts
on reforms 1o solve these major problems concerning the disadvan-
taged classes in agriculture.

(i) Re-distribution of Land.

The first excerpt in this Section relates to Japan which provides
a good example of a country with a heavy pressure on land and “a
highly inequitable land tenure system.” The American Government
immediately after occupying Japan took up the question of setting
this situation aright and formulated a comprehensive scheme of
redistribution of lands owned by absentee landlords, as also “excess”
lands cultivated either by owners or tenants and lands reclaimed for
agricultural purposes. Those who wanied {o purchase land were
allowed io pay the price in 24 vearly instalments; buvers could also
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sell the land back to the Government on terms similar to those on
which it was purchased. The entire re-distribution programme Wwas,
indeed, a remarkable achievement and the fact that it reduced the
tenant-operated area in Japan from 46 per cent to 12 per cent of the
total cultivated within a period of three years is a testimony to its
suceess.

In Poland where “the problem of population is more acute than
in any other European country,” a similar scheme of land distribution
had been in operation since 1820. This is described in the second
excerpt in this Section. The object of this scheme, was to reduce
-agricultural unemployment, to enlarge very small holdings and to
redistribute land so as to make agriculture support the maximum
number of people and, at the same time, yield the maximum economic
return per hectare, To speed up the programme, a plan for the parti-
tion of lands in the current vear was drawn up at the beginning of
each vear. Lands which were not voluntarily partitioned by private
owners were compulsorily purchased by the State and divided mainly
among the tenants on the lands so partitioned and uneconomic holders
in the neighbourhood. During the twenty vears between 1919 and
1939, the Government have becn able to partition on an average
2.5 million hectares and thereby constitute 694,300 holdings each year.
By 1938 the programme had covered all but 0.8 million hectares or
one-third of the area already partitioned and had helped to establish
1.3 million new holdings, to organise 55000 farmers in Special Colo-
nies and to provide 63,000 farms as Workers' plots ete. 1t may,
however, be noted that inspite of this achievement, the Polish Gov-
ernment held that this reform was only a palliative and that “the
general problem of the rural over-population can be definitely solved
only by a very rapid industrialisation of Poland.”

(ii) Consolidation of Holdings :

Consolidation of holdings is a reform which usually follows in
the wake of redistribution of holdings, as a part of the larger s¢heme
to increase the productivily of land. The first excerpt on this subject
is taken from an article by M. Tcherkinsky surveying the work done
in this regard by some countries in Europe. In many countries, con-
solidation began on an experimental basis as a voluntary measure,
depending for its materialisation on the will of the cultivators. There
was, however, not enough response from the body of cultivators in
many countries. Inability of cultivators to pay off owners of lands
whose lands were to be restripped was also a handicap. Better results
accrued only where, as in Germany, the State with sufficient resources
initlated and implemented the schemes of consolidation. Even so,
‘the experiment has not heen withant regults, for the increased yields
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obtained as a result of consclidation are estimated on an average at
25 per cent.

France provides another example where permissible legislation
failed to make this reform effective. After adopting a series of such
legislation, the Act of 1841, took up the problem in carnest and
introduced an clement of compuision. In fact, the law provides that
even where consolidation of holdings is not essential, a communal
commission may be appointed to ensure that the land is being put to
best use. Consolidation of holdings in Netherlands, which is described
in the third excerpt, shows how better results were achieved by
combining compulsion with State assistance in meeting the costs.
The State met the eosls of preparing plans, arranging meetings, ete.
as also that of carrying out the scheme. After the completion of the
scheme, the costs were apportioned among the holdings according to-
their sizes. The amounts debited were made repayvable over a period
of thirty vears at an interest rate of 5 per cent and were levied through
the land tax. Not ail the costs were borne by the cultivators. The
Land Service which carried out the Scheme was required to deter-
mine what part of the costs could ke borne by the cultivator on the
basis of the profits that would acerue to him as a result of the reform.
The rest was borne by the Government, On the whole, these excerpts
go to show that efforts at consclidation of holdings have greater
chances of success where the State itself underiakes to initiate these-
reforms and, if necessary, compels the agriculiurists to adopt the
schemes and, ahove all, to make the firancial burden involved in the
scheme as light for the cultivators as possible.

(iii) Creation of Small-Holdings:

Rehabilitation calls for an attempt at complete and more or less
permanent restoration of productive efficiency to a desirable level.
Hence, the creation of holdings on an “optimum™ size has to be a
part of the rehabilitation programme.

We. therefore, include in this section an excerpt outlining the
general policy for the creation and working of small holdings in
England. It describes the duties of the Small Holdings Authoriies
and the part this body plays “at providing small-holdings for letting
people with previous agricultural experience so that they shall have
an opporlunity to become farmers on their own account.” The excerpt
also makes an appraisal of the working of the policy and suggests
lines for s improvement.

But ihe creation of such holdings of adequate size may not ke
feasible in most of the backward ccuntries with heavy pressure on
land and tardy industrial development. 1In these countries, such =
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‘policy would give rise to special problems as the holdings may not
he large cnough to provide an adequate level of living to the opera-
tors. The excerpt from Dr. Costanzo’s article which we include here
analyses these problems and suggests the lines on which remedial
-measures can be taken to neutralise the drawbacks of small-holdings.

-(iv) Reform of Tenancy :

It is true that agriculture in many countries is evolving towards
peasant proprietorship through the reforms dealt with above. But the
pace of progress in this direction is bound to be slow. For one thing,
these reforms involve huge financial commitments on the part of
Governments. Secondly, agricultural resources are more or less
limited while the population is increasing without a corresponding
increase in new avenues of employment in industry or other non-
agricultural pursuits. This explains why even in a country like the
United States, there was a progressive decline in farm-ownership and
an increase in tenanecy from 25 per cent to 42 per cent of all farmers
in the course of 55 years between 1880 and 1935. For a long time
‘to come, therefore, most of the agricultural countries will have 1o
take tenuncy for granted and direct their attention to making the
system ay advantageous for the landless classes as possible.

We, therefore, include in this Section, two excerpts on this sub-
ject. The first excerpt is taken from the Report of the President’s
Committee (U.8.A.) on Tenancy Reform. The Committee’s recom-
mendations for this “insecure group” of agriculturists fall under three
divisions: (i) Rehabilitation measures; (ii) Improvement of lease con-
tracts and land-lord tenant relationships and (ili) Provision of edu-
cation and health services. The second excerpt deals with the ques-
tion of improving farm leases, for on the solution of this question
mainly depends the tenants’ economie well-being. This excerpt dis-
cusses the need for improving farm leases, defines a “fair lease” and
makes general suggestions for securing an equitable farm lease. The
basic principle which should govern the lease is that the landlord
and the tenant should share the income in thd same proportion as
they contribute to the cxpense of its operation. To ensure the observ-
ance of this principle in any contract between the landlord and the
tenant, and also to give security to the tenant, the model lease has
to be put in writing. We, thercfore, append to this excerpt a cheeck-
list of points to be considered in making a farm lease. The list shows
how a lease could specifically provide for stability and security of
tenure and equitable rental rates to the tenants, and, -by clearly
allocating responsibilities as well as expenses between the two con-
tracting parties, ensure conservation and improvement of the farm
-as well as efficient production.
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SECTION V.
REHABILITATION OF THE INDIVIDUAL

In this Section, we give excerpts on the direct methods of helping
low-income farm families to improve their standards of living and
attain a greater degree of economic security. Nowhere has this rehabi-
litation work reached such an advanced stage as in the United States;
all these excerpts, therefore, relate only to that country. They show
the intensity and the scale of efforts needed to tackle this complex
problem of ameliorating the sub-marginal groups, the types of organ-
isation needed for this work and the different lines of approach made-

by Goverament from time to time.

Three of the five excerpts in this Section relate to the rural
rehabilitation programme of the United States Government. The
programme is administered by the Farm Security Administration
which is defined as the agency which “aids low-income farm families
to re-establish themselves on productive land and to become self-sup-
porting, through a three-fold programme of rural rehabilitation, farm-
purchase by tenants and rural homestead.” The first excerpt describes
the general scope and method of rural rehabilitation programme of
the F.5.4. While grants of direct relief and emergency loans have
been made to thousands of needy families by this agency, the main
part of the programme has been concerned with assisting what are
called “standard cases.” County rehabilitation supervisors with the
help of county commitiees assist applicants for “standard loans” in
analysing their needs and in working cut a programme for their
rehabilitation. The families, with the assistance of the county super-
visors, prepare farm and home plans for the year’s operations. These
plans provide for careful budgeting of expenditures and estimating
probable income. A standard lean is made to finance necessary pur-
chases of livestock, machinery, seed, fertilizer, household equipment,
and other items needed to ensure the soundness of the plan and the
following of good farm and home management practices. The excerpt
also shows how such disadvantaged families were shifted from sub-
marginal lands to new locations where they could make a new start
in life. These families were not only placed on sounder economic
footing but their problems of housing, education and health were
also attended to by the F.S.A.

The second excerpt defines the objectives of the F.S.A. and gives
a detailed outline of the organisation set up for implementing the
rehabilitation programme. The whole programme of the Adminis-
tration is also described at length with reference to each of the deve-
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lopment activities viz. health, sanitation, diet, housing, debt-adjust-.
ment, security of tenure, purchase of land by tenants, organisation of:
co-operatives and homestead projects. In the third excerpt are given.
some important “lessons” taught by this experience in rehabilitating
low-income farm families. The working of the programme has shown
that rural poverty is not simply a new depression or drought caused
phenomenon, but was in fact deeprooted in a multiplicity of causes.
Another equally important lesson learnt is that rehabilitation should
have “a cluster of inter-related economic and social goals. It is not
just paying off the loan or just acquiring more capital.” Experience
has also vonfirmed the view that loans plus supervision, with asso-
ciated techniques, constitute an invention which can be a powerful.
instrument of rural social change for the welfare of the low-income-
farm people. The rehabilitation work of the F.S.A. helped, within
a period of 4 years of its start, over a million farm families of which
more than 87,000 families paid off their loans in full within this period.
and “graduated into a self-supporting status.” The remaining fami-
lies had made “surprising gains in their net worth, standards of living
and capacity for self-support.”

The last two excerpts in this Section deal with schemes intended
to meet some specific needs of the low-income farm families. The
one on “Rehabilitation Relief in US.A” describes the working of the
Farmers’ Home Administration with special reference o its provision
of credit to farmers who are not able to get the credit they need any-
where else. These loans are often supplemented by supervision to-
assure successful farming and thus protect the Government’s interest.
The other excerpt describes the “Food-Stamp Plan” of the American
Government. This plan was devised to direct the surplus foods which
had accumulated during the post-depression period into eonsumption,.
with the specific objective of raising the dietary standards of low-
income consumers. The Plan sought to achieve this objective by means
of a Federal subsidy paid to low-income consumers in the form of
blue stamps. These stamps could be used for the purchase of specified
surplus foods from any retail dealer in food. The excerpt describes
the theory of the Plan, its operation and effects both on trade, employ-
ment and the dietary standards of the low-income consumers. While
aiding these groups to raise the dietary standard, the Plan if extended
to over the whole nation, was calculated to cost the country 460 million
dollars a year and raise the farm incomes annually by 240 to 444
million dollars, depending on the elasticity of the non-participants’
demand for food.

The problem of low-income groups characterises agriculture
almost in every agricultural country of the world. Only, its magnitude
varies according to the stage of the economic development of the
country. The problem, generally speaking, is too vast and complicated:
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io be zolved by piecemeal efforts at a few ‘rehabilitation’ measures
such as debt-adjustment or regulation of rents as is being done in
India. The problem needs, first of all, to be siudied intensively on a
regional basis so as to find out the deficiencies as well as potentialities
of each region. In the light of these studies, development programmes
have to be drawn up, keeping in view the goal of maximum utilisation
of resources and a balanced economy. It is also necessary to provide
for an efficient and elaborate administrative machinery with a high-
grade service in research and extension, which would be able to influ-
ence the economic well-being of every low-income farm family. The
working of the regional authorities and the central administration has
also to be harmonised so that the economic progress of the country as
a whole may not be haphazard and sporadic. In short, the problem
of low-income groups needs to be tackled on many fronts sirnultan-
eously. The resources at the command of these groups have to be
increased. They have to be provided with wider economic opportuni-
ties of employment and income. Their education, health and housing
needs have to be met. They have to be helped to make adjustment
to technological changes in farming. Above all, every disadvantaged
farm family has to be provided with the means and facilities to earn
a geod living through the conservation and maximum utilization of
the human and material resources,




SECTION 1

PRINCIPLES OF ECONOMIC PLANNING



1. SPATIAL ORGANIZATION OF AGRICULTURE *

Dr. George Paviovsky.

The spatial organisation of agriculture at a given stage of a
country’s economic and social development depends upon two sets of
factors which determine the location of the different branches of
agricultural production and of the different systems of farming. One
of these sets comprises the natural factors, such as climate and soil,
on which depends the possibility of the successful exercise in a given
locality of certain branches of agriculture or of small husbandry.
Besides the natural factors of the location of agricultural preduction
there are the economic factors., These comprise all those factors which
affect the economic position of farming in a given loeality by deter-
mining the prices of farm products and the costs to the farmer of
labour and of material means of production.

While the natural factors of location have, in the main, to be
taken for granted, save for various technical adjustments and adapta-
tions which, at a certain cost, permit natural obstacles to be more or
less successfully overcome, the economic factors are much more acces-
sible to the deliberate action of man. Indeed, almost at all times
Governments have sought to influence the development of agriculture
and industry in various localities by creating or assisting in their
working certain economic factors of location, such as roads, waterways,
organized local markets, supply of labour, etc. Now, when, with the
development of planned economy, the movement towards a deliberate
rationalisation of economic activities is continually gaining groungd,
the problem of a rational spatial organisation of agriculture is natur-
ally coming to the fore, and the essential theoretical and practical
aspects of this problem have to be thoroughly studied.

Approach to/the Problem of Location

Our theoretical economics assumes the existence of an ecohomic
f.system ot which the prime mover is the individual human agent acting-
in aqcprdance with his particular economic interests. Under such-
conditions, which constitute the essential premises of a competitive
system, the basic problem of the human economic agent as the
prime mover of the whole system, concerns the price-costs:
ratios ruling in his branch of production. These ratios natur-

' International Review of Agriculture, November, 1942. pp. 321-E—354-F
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ally differ according to time and to space, as time brings about
various changes in technigue and in economic conditions affecting the
prices of commodities and services, while space involves the gquestion
of the costs of transport for the products marketed and for the neces-
sary means of production. It is, therefore, from the point of view of
the influence of a given gecgraphical situation of his business upon its
price-costs ratios that, under a system depending for its working on
.profit, the producer naturally approaches the problem of location.

The Economic Problem of Location from the Individual Point of View

Thus, the economic problem of location appears in the first
instance, as a problem of private business economics. It consists, in
‘the manufacturing industries, in finding the geographical situation in
‘which the factory or works would enjoy the most advantageous condi-
tions for the marketing of its products and for the supply of labour and
‘material means of production. In agriculture, where the geographical
situation of the farm is given, it consists in finding the system of farm-
ing which would ensure the most profitable ratio between the prices
of the products and the costs of production.

The Economic Problem of Location in the Social or Collective Sense

When we come to envisage the general pattern of the spatial dis-
tribution of economic activities within a given community, we pass
from the private aspect of the problem of location to its social or
general aspect. From the domain of private business economics of the
several manufacturing or farming businesses belonging to a commu-
nity, we pass into the domain of the collective economic life of the

community itself.

The economic problem of location in the social or collective sense
involves the general consideration of the economic factors which,
acting through the deliberate choice or decision of the individual pro-
ducers in connection with the geographical situation of their particular
economic activities, determine the spatial distribution of the various
forms of economic activity within a given community.

The object pursued by the economic investigation of this problem
consists in discovering the laws which govern the statics and dynamics
of the spatial organisation of the economic system.

THE PROBLEM OF LABOUR INTENSITY

The Problem of the Location of Labour Intensive Systems
of Cultivation

Labour intensity was usually considered as merely a makeshift for
capital-intensity where capital was scaree, as it generally is in the eco-
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nomically less advanced regions. That this is true to a certain extent,
cannot be denied: but neither could it be said that it is the whole {ruth.
It does not account for the numerous cases in which labour-intensive
svstems of farming or branches of production live more or less side-by-
side with capital-intensive farming, or are found scattered here and
there in zones of extensive cultivation, or, finally, when capital and
labour-intensity are combined in the same farm. If labour-intensity
could be seen to substitute itself gradually for capital-intensity with
the increase in the distance from economic and cultural centres and
with the passage to less economically advanced regions, the now usual
attitude to it could be justified. But as this is not the case, and as this
phenomenon has the disconcerting habit of cropping up unexpectedly
in the most unlikely places, thus confusing the design of the ideal
agricultural map drawn according to the current theories of location,
it has to be examined more closely.

The truth is that the density of population is frequently determin-
ed not by the earning possibilities of the country or region, but by
historical and other factors, and is, therefore, often non-economic.
Unless a given zone is already densely populated and offers the advant-
age of cheap labour, such labour-intensive branches of farming as the
cultivation of technical plants can hardly have an incentive to estab-
lish themselves there.

What really happens is that technical plants are frequently, though
by no means always, cultivated in regions remote from the market
and having low prices for farm products, but this depends primarily on
the presence in the locality of abundant labour and on low labour
costs, which make good the drawbacks of the geographical situation.
That the technical and other labour-intensive branches of eultivation
are not necessarily confined to the outer zones, is clearly demonstrated
by the sugar beet cultivation in Central and Western Europe, by flax
growing in Ireland and in the Netherlands, by the cultivation of hemp
and tobacco in Italy, ete.

Labour as an Economic Factor of the Location of Farming System

In agriculture as-well as in the other branches of production, the
costs of transport are not the only determining economic factor of loca-
tion, as high costs of transport may to a certain extent be compensated.
by other costs being low. Among these other costs, and that parti-
cularly in agriculture, labour is, as a general rule, the most important
single item. Accordingly, the presence in a given locality of abundant
and cheap labour may not only go very far to make up for high trans-
port costs, but may actually play a decisive part in determining the
concentration in that locality of certain branches of production requir-
ing a relatively large outlay of human labour, especially when high
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transport costs are due not so much to the nature of the product as o
the distance from market.

In most countries and regions where peasant farming predominates
the typical form of intensive cultivation is generally represented by
labour-intensity. By the employment of family labour, with its
flexible rate of remuneration in kind, the peasant farmer is in a posi-
tion, with given prices for his produects, to increase his gross return per
acre, by the intensification of his methods of farming, to a considerably
greater extent than the large farmer depending on hired labour. In
the regions suffering from agricultural overpopulation, where the
peasant smallholders are particularly in need of increasing the gross
return from their holdings, they often go far beyond the economic
limits of rational intensification, as determined by the prices of farm
products, meeting the deficit cut of their families’ labour earnings.
As this phenomenon is very widespread, and as it affeets large farming
as well through the local level of farm wages, which are low in the
congested rural districts, it cannot be left out of account in any theore-
tical scheme of the spatial distribution of farming system. As arecent
German writer puts it, “small farms are mostly very richly endowed
with labour, which represents in this case a definite factor of location.”

Three Basic Problems of Econemic Planning in Connection with
the Spatial Organisation of Agriculture

Economic planning seeks generally to ensure steady economic
‘progress, undisturbed by business fluctuations which have proved to
be an inherent feature of the economic organisation based upon com-
petition and in the long run to secure {o the community as a whole
the highest possible return from the co-ordinated working of all the
productive forces, human and material, at its disposal.

This principle naturally applies to the spatial distribution of eco-
nomic activities in the country. In a planned economy, instead of
being taken for granted, such as it comes out of the free play of eco-
nomic forces in competition, the spatial distribution of economic
activities must be rationalized and controlled wjth the definite object
of achieving the highest possible degree of productive utilization of all
the resources. Such rationalization must permit technical progress
to be fully put to the service of the community, thus avoiding the
paradox of “misery in plenty” which the competitive system proved
unable to master,

The spatial.o‘rganization of agriculture, apart from the influence
of natura]_condltlons, which is essential is determined by the factors
of economic location. These consist of the situation of the farm with
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rregard to the market, which determines the cost of transport and,
therefore, the local prices of the products and of the means of produc-
tion; of the capacity of the local markets, which depends upon the
industrial development of the country and the distribution within it of
industrial centres and of non-agricultural population; and, finally, of
the spatial distribution of the agricultural population, which deter-
mines the supply and the cost of agricultural labour in the different
parts of the country. Thus, in any attempt at achieving a rational
spatial organization of agriculture, which would ensure the most
advantageous utilization of the country’s agricultural resources, eco-
nomic planning must aim, in the first instance, at creating those con-
~ditions of economic location which would permit this object to be
.-achieved. This will involve the solution of the three following basic
problems:

(1) The overcoming of distances by the rational organization of
transport facilities;

{2) The rational distribution of industries and of industrial popu-
lation over the territory of the country;

(3} The rational spatial distribution of agricultural population,

Only if and when these three basic problems are solved, the neces-
:sary preliminary conditions of economic location will be created for
the {echnical organization of agriculture proper which will enable the
-agricultural resources of the country to be used to the best advantage.

Development Of Transport

In the economic system, whatever its organization, the problem
-of space which determines the burdens imposed upon the varipus
‘branches of economic activity by the necessity of long distance trans-
Pportation, plays an enormous role.

In this form the problem of space presents itself mostly in the
reountries less developed economically and demographically, where it
. “is reduced to the provision of transport facilities. Even in such coun-
“tries, it is true, the problem of spatial organization is not confined to
"that of the creation of a sufficient network of railways, roads, water-
ways and other means of communication. With the exception of
Tegions still in course of colonization, even these countries are also
faced with various anomalies, mostly due to survivals of the past
-obstinately clinging to life and standing in the way of rationalization,

In the countries more advanced economically, with their basic
network of railways already sufficiently dense, the centre of gravity of
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the transport problem lies now mostly in the construction of motor
roads, serving partly to lighten the burden of traffic on the railways,.
partl;ér to bring into closer connection with the markets the distriets.
lving in the interstices between the zones of economic gravitation of
the existing railways. Here, in the solution of the various problems
of spatial economic organization, the development of motor roads and
the scientific application of differential tariff rates are probably the:
most powerful instruments in the hands of the Governments.

Decentralisation Of Industries.

In his work on the economic location of industries, ALFRED-
WEBER included the tendency of industries towards agglomeration
in great centres among the three principal factors which determine the
choice of location for a factory or works. Both direct observation and
statistical data would appear to support the contention that, in spite
of some undoubted drawbacks such a choice of location may present,
the attraction exercised by the existing great industrial centres upon
new business ventures is suffictently great to bring about the con-
tinuous growth of such agglomerations.

From the point of view of the rational spatial organisation of
economic activities, such agglomerations of industries present them-
selves in a somewhat different light in the more advanced industrial
countries, on the one hand, and in economically younger countries, stilt
in the early stages of their industrial development, especially if their
relatively great territorial extension makes their transport problems
difficult of soclution, on the other hand.

In both cases there exist industries which have practically no-
choice of location, such as mining or some other branches of heavy
industry which are naturally bound to a certain geographical point.
These frequently constitute the original nuclei of future agglomera-
tions, as by forming large concentrations of population and by the
need thev have of various subsidiary branches of production, they
attract to the spot various other industries. Here we have cases of
natural agglomeration, which often cannot be avoided without con-
siderable loss not only to the businesses concerned, but to the com-
munity as well. It is not in connection with these cases, but with
those which are largely due to historical causes and to the influence
of other non-economic factors, that the question of décentralization
arises.

In the highly industrialized countries, the decentralization of
industries is mostly rendered necessary or useful] by reasons of econo-
mic and social policy, or even by political and military considerations.
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Among the economic and social reasons, we should peint in the first
instance to the more even territorial distribution of sources of earnings,
to the improvement of housing and general living conditions of the-
workers and to the prevention of the depopulation of the countryside
by creation of additional sources of earnings in rural districts. In these
countries, it is practically never necessitated or rendered desirable by
reasons connected with a reduction in the costs of transport of the raw
materials to the factories and of industrial products to the places of’

final consumption.,

In the economically less developed countries, the problem presents.
itself in a somewhat different light. There, the question of transport
is one of tht basic considerations, and all those industries which are-
not necessarily bound to a certain geographical point, and which
produce goods for direct consumption, should be located, as far as
possible, in or near the places of consumption, and should make the
largest possible use of local raw materialss To achieve it, the pro-
grammes of industrial and agrieultural production for each particular
region should take into account this consideration by ensuring the
production on the spot of the necessary raw materials and the setting:
up of factories for their transformation. Here, in countries in which
industrial production is inh course of being developed, the problem
of decentralization, in the strict sense of the word, does seldom arise..
Their problem is rather that of not permitting excessive concentration
of industry in large agglomerations to take place by giving the spatial
organization of industrial production the right start.

Considered from this standpoint, the centralization of industries:
is important not only because of the economic effects exercised by it
upon the industries themselves, but because of its effects upon the
economic system as a whole, and especially upon agriculture.

In an economic system based upon private property on land, the
excessive concentration of industries in a few large agglomerations
leads to the creation in the immediate vicinity of these centres of
relatively wide zones of suburban agriculture, distinguished by high
prices of agricultural products, intensive cultivation, high rents and
inflated land prices. The high profits of farming and the competition
for land on the part not only of farmers, but of industries and specu-
lative investors as well, generally tend to raise the prices of land far
beyond its agricultural value and thus to produce an overcapitalization
of farming in these localities. Such overcapitalization, due to exces-
sive purchase prices of land, represents a great danger to the financial
stability and solvency of the farm business, and it may prove on occa-
sions particularly dangerous in the suburban zones of high farming
generally engaged in the production of relatively high priced “luxury”"
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commodities having a very elastic demand and much affected by
fluctuations in the earnings of the urban population.

Moreover, the overcapitalization of farming, in its effects upon
-agriculture, is not unlike agricultural overpopulation in that, like this
“latter, it has the tendency to push the intensification of farming beyond
‘the economic limits. Faced with the absolute necessity of meeting the
fixed capital charges, the farmer is driven to disregard the relative
diminution of his earnings in respect of the additional portions of
labour and capital invested in cultivation, if by that he achieves the
‘much needed increase in his gross return. In the general economy
-of the country this involves a definite waste of labour and capital,
‘which would be better employed elsewhere, a loss which a rational
-spatial distribution of economic activities should seek to avoid.

The impulse towards the intensification of agriculture, in a coun-
try in which the industries and the non-agricultural population are
more evanly distributed is more widespread and less urgent. Under
-such conditions, the fresh investments in cultivation, not being made
under the pressure of the urgent necessity of increasing the gross
‘return of the farm at all costs, may be kept within rational limits, thus
-achieving better results from the point of view of the utilization of the
-country’s resources.

One of the most important effects of the decentralization of indus-
tries upon agriculture thus consists in the levelling of land rents and
land prices. While the inflated land values of the suburban zones of
the overgrown industrial agglomerations are deflated, the land values
in the other parts of the country are raised, and land which, before, in
the remoter districts, had occupied a marginal position, is made to pay
rent and to fetch better prices,

Another exceedingly important aspect of the decentralization of
industry from the social and economic points of view, consists in that
it helps the solution of the problem, particularly acute in the more
congested rural districts, of the profitable utilization on the spot of the
-surplus of labour, thus avoiding the necessity for large numbers of
people to abandon the land and to migrate into the overcrowded urban
and industrial centres. In this respect, the decentralization of indus-
trial production creates a substitute for the various rural districts, arts
and crafts, in which, in the past, the rural population found a source

of supplementary earnings, and which have been mostly destroyed by
‘the competition of factories.

The wider .spread of industries over the country also tends to the
better penetration into the countryside of those various little amenities
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and cultural possibilities of the cities which are undoubtedly among
the contributing causes of the power of attraction exercised by the
town over the youth of the country.

The Spatial Distribution of Agricultural Population

As we have had occasion to point out, the spatial distribution of
agricultural population in any country at any moment is the result
of a combination of numerous factors, and, being a product of hetero-
geneous complex of historical influences, it can frequently find no
economic justification. In other words, the agricultural population
is generally distributed not according to the capacity of the different
localities to ensure a certain standard of living of the people engaged
in agriculture, but according to the historical conditions which, in the
past, have led to the greater or lesser agglomeration of population in
«certain localities, to the distribution of holdings and their size, to the
warious legal and customary bonds which tied the population to the
spot and prevented its migration between the different regions, and to
.an infinite number of other causes,

As a result, from the point of view of ensuring to the community
the most advantageous use of the hurnan and material resources at
its disposzl, the spatial distribution of agricultural population in most
countries leaves much to be desired. The principal manifestation of
the irrational distribution of agricultural population, which brings
.about the incomplete or inefficient utilization of the human and mate-
rial productive forces in agriculture, as well as a lowering of the
standard of living of the agricultural population compared with the

other social groups * is the widespread phenomenon of agricultural
-overpopulation.t

In dealing with the case of labour-intensity, we have already
referred to the fact that, in the congested rural districts, where the
:small farmers have to make a living out of holdings not large enough
'to provide for the needs of the peasant family, the peasant, unless they
can eke out their income by sufficient outside earnings or by some
-domestic industries, have to push the intensification of their farming
far beyond the limits indicated by the Law of Diminishing Returns.
"This means that, in order to raise the gross return of their farms to
‘the maximum, they would employ on them their family’s labour with-

* See Hugo Boker, “Agriculture’s Share in the National Incom th i-
cultural Situation,” Monthly Bulletin of Agri. EconOmicsea?urc’i,ds()gio'?og;;
January, 1941, y

+ Sef CA J. R?tbertlsog, “Popullatti_on anﬁi Agriculture, with Special Reference
o Agricultura verpopulation,” Documentation for the -
ference on Rural Life, 1939, LLA. Rome, 1939, European Con
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out any regard to its remuneration. Indeed, as the family’s labour
earnings do not represent for the peasants dishbursements in cash, as.
do the wages of hired labour, this item in their costs of production is
very elastic, being only a conventional formal entry in their accounts,
which is calculated on the basis of current wage rates. During periods.
of depression, the elasticity of this item enables the peasant farmer:
to resist better than does the large farmer dependent on hired labour,
and this constitutes a great source of force and vitality for the peasant
family farm. In the congested rural districts, however, this elasticity
is strained to the extireme, the peasant family’s labour earnings being
permanently reduced to a minimum and their standard of life often
dangeroucly lowered. It is hardly necessary to dwell here on the
economic and social effects of such a sitnation, from both the peasant’s.
own and the community’s point of view.

When we consider the question of rural congestion from the point
of view of the rational spatial organization of agriculture, by which we:
mean an organization which ensures the most advantageous utilization
of the human and material resources at the disposal of the community,
we can see that the existence of agricultural population in certain
parts of the country represents a definite waste of labour.

In the congested agricultural districts, as we have said, the peasant
is so urgently concerned with the raising at all cost of the gross return
of his small holding that he pushes labour-intensity beyond the eco-
nomic limits. As a result, the return per man-day is more or less
considerably reduced, and the contribution of the labour employed
under such conditions to the aggregate production of the country is
much smaller than would have been that of the same amount of hurnan
working power if it were applied elsewhere, to a holding still leaving
enough room for the profitable intensity of the system of cultivation.
This indeed, in many cases constitutes the economic reason of the
policy of internal colonization by which the working power whose:
efficiency is unreasonably low in one locality is transferred to another
locality, where it can be utilized in agriculture to the greater advant-
age both of the community as a whole and of the individuals concerned.

Apart from internal colonization, which is the obvious remedy
in this case, when it is practicable, the principal means for combating
the evil of agricultural overpopulation consists in the creation of
employment outside their family holdings for the surplus of agricul-
tural labour.

In the case of the countries still predominantly agricultural this
implies in the first instance industrialization, the possibilities and
directions of which depend on the natural resources of the country and
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on its capacity either of obtaining from abroad the necessary f:apital,
wor of organizing industrialization by its own means and bearing the
4emporary sacrifices involved by it for the population.

In the industrial countries, this problem is largely merged with
‘that of the decentralization of indusiry and the general revision of its
:spatial distribution over the country. Here, rural congestion must
generally be dealt with by means of remedies of local character,
‘inveolving the encouragement of the transfer of industrial production
to the congested areas-and the establishment there of newly founded
-factories and works. This must be considered as the principal way of
solution. In some particular cases, the situation may be improved
by the development of small rural industries arts and crafts; but this
:solution requires special technical or artistical aptitudes in the local
population, which are not always available in such districts; more-
-over, an improvement achieved by this means is always precarious
<owing to the continuous menace of factory competition if the venture
proves really a commercial success.

In our modern industrial civilization, it is rather from industry
itself, through its decentralization and its deliberate diversion towards
congested rural districts, that one can expect a solution of the prob-
lem. This is all the more so that, as it would appear, the rapid tech-
nical progress of farming, which tends continually to increase its
production, creates a situation in which a state of relative agricultural
overpopulation, with its unavoidable concomitant of the lowering of
the standard of life of the agricultural population as compared with
that of the other social groups, instead of being a localized complaint,
becomes increasingly generalized, and demands a comprehensive
solution. Indeed, it may prove that, in order to prevent excessive
urbanization, with its undoubtedly evil social and hygienic effects, the
Governments, faced as they are with the problem of agricultural im-
poverishment and of the depopulation of the countryside, will have to
envisage the ruralization of industry, thus achieving a combination of
rural life and industrial occupation for millions of people who would
otherwise have migrated to the towns.

Apart from” the phenomenon of overpopulation, the incomplete
atilization of the working capacity of the agricultural population may
result from too onesided a system of farming, in which periods of
intensive seasonal work alternate with long spells of enforced idle-
ness. In this case, the principal remedy consists in the modification
of the local organisation of agricultural production by the introduction
f new crops, etc. The possibility of such improvements, however,
yesides natural conditions, depends upon economic factors, and unless
‘he existence of suitable marketing facilities at home or abroad per-
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mits it, no efforts will succeed in the long run in changing the situa-
tion. Accordingly, here also, the problem will consist, in the first
instance, in so planning and organizing the spatial distribution of’
industries as to provide agriculture in the distriets where working
power is wasted in this manner, with a possibility of modifying the
farmng systems and thus ensuring more regular occupation to the
available labour. In some cases, the situation in this respect may be:
improved by the development of exports abroad of the agricultural
products of the districts concerned, if foreign markets may be found.
which will permit a more varied production.

The work of creating and improving the conditions of economie
location on which we have been dwelling in the preceding few pages.
will have to be baged upon a solid foundation of concrete data of facts.
which at the moment are often either scarce or non-existent, and will

require a large amount of theoretical investigation in order to estab-
lish the general principles of the various measures to be taken, as.
well as to estimate their probable effects. All this will open up a vast
field of statistical and economic research of vital importance for the
success of eventual planning and organization.

In connection with the development of transport facilities and
their betier adaptation to the objects pursued, statistical and economic-
investigations will have to concentrate, in the first instance, upon the
actual traffic of the various regions coming into consideration, its prin--
cipal directions and the means by which it is served, as well as its
costs. The transport requirements of the region will then have to be-
studied, taking into account its producing and consuming capacities,
as well as the local prices of the various essential commodities com-
pared with those ruling in other parts of the country and on the world
market. Then the question will have to be investigated as to the best
way in which the transport facilities of the region concerned should
be developed so as to contribute to the improvement of the conditions
of econoniic location of its agriculture. The costs of transport and the
incidence of the goods’ traffic upon farming in the different localities
should form a subject of particularly close study.

In connection with the spatial distribution of indusiry and, with
it, of non-agricultural population, apart from a general survey of the:
existing situation in this respect, which must form the basis of all
further work, numerous local investigations will have to be carried
out with a view to improve the position of the districts most in need of"
greater marketing facilities for their agricultural products and of
additional earnings for the surplus of rural labour. These investiga--
tions will evidently have to take into consideration the natural condi--
tions and resources of the districts concerned, their present conditions:
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of transport and the changes in these which their industrial develop-
ment will require, etc., so that the field of research in this case will be-
particularly wide. To a certain extent these researches will neces-.
sarily overlap with those in connection with transport facilities and of-
the distribution of agricultural population, which, however will be-
a purely theoretical inconvenience as, in most cases, the districts com--
ing into consideration from these various points of view will be the-
same.

In connection with the spatial distribution of agricultural popu--
lation, the groundwork will be constituted by the general statistical
surveys of the statistics and dynamics of the distribution of agricul--
tural population and of the different aspects of its economic situation.
Local studies will have to be carried out in connection with the situa--
tion of the agricultural population in the disiriets coming under con--
sideration because of the prevalence there of such phenomena as.
absolute or relative agricultural overpopulation, open or latent un-.
employment, ete. In connection with such studies the results of farm-
accountancy of the districts concerned, as well as representative.
budget investigations, may prove exceedingly useful. Economie-
research will have to investigate the general conditions of economic
location in the districts, in order to find out what particular measures
might prove most effective in combating the evils by which it is.
affected. According to the results of such investigations, it will be
possible {o decide whether the situation of the agricultural population
may be improved by the developmtnt in the locality of industries, by
the improvement of transport which would open the way to new
markets or by some other means which would leave the existing
population on the spot, or whether the only solution lies in the bodily
transfer of some of the population elsewhere, by way of internal:
colonization,



2. ECONOMIC POLICIES NECESSARY FOR THE
ATTAINMENT IN ASIA OF THE SOCIAL
OBJECTIVES OF THE ILO*,

The Conference requests the Governing body {o bring the follow- -
ing considerations to the attention of the Governments represented
-at the Conference, the Economic and Social Council of the United
'Nations and the Economic Commission for Asia and the Far East, the
Food and Agricultural Organisation of the United Nations, the Inter-
national Trade Organisation when established, and such other inter-
national bodies as may have primary responsibility for international
action in respect of the various measures suggested; and to arrange
for such further studies of the problems of economic development as
‘may be calculated to assist the Asian countries in implementing the
-objectives of the International Labour Organisation to be made by
‘the International Labour Office or other appropriate international

Jbodies.

1. Provision of Industrial Employment for Excess
Agricultural Population

1. In most Asian countries there exists a great excess of agricul-
-tural population in relation to the available supply of cultivable land.

2, This agricultural overpcpulation, manifesting itself in the
:smallness of the average size of farm and in the insufficiency of
income derived therefrom {o provide an average rural family with
-a minimam subsistence level of living, is a key factor in the poverty

.of Asia.

3. Effective steps should therefore be taken to provide new
:opportunities of productive employment in manufacturing and service
iindustries which will absorb excess agricultural population.

II. Expansion of Agricultural Production

4, Notwithstanding industrial development, agriculture will for
‘a long time to come remain the chief source of income for the
‘majority of the population of the Asian countries.

5. The expansion of agricultural as well as industrial production
‘must therefore be regarded as a primary objective of the economic

‘policy of the Asian countries,

- 'I‘ext.of Resolution considered by the Select Committee of the Preparatory.
Asian Regional Conference of the ILO,*New-Delhi, October-November

. 1947—Record of Proceedings (pp. 180 ff.).
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6. With a view to expanding agricultural production, measures
should be taken—

{(a) to bring into cultivation land hitherto unutilised;

(b) 1o increase yields per unit of land by the control of insects
.and diseases, the use of more and better fertilisers, the improvement
.0f seeds and the adoption of improved methods of cultivation;

(c) to increase agricultural output per worker by the improvement
-of agricultural implements and wherever economically feasible, by
the introduction of labour-saving machinery;

(d) to establish agricultural implement stations operated by
-Governments for the purpose of lending such implements to agri-
.culturists in need of them:

(f) to improve the organisation of farm enterprises by the con-
'selidation of fragmentary holdings and the development of co-operative
farms;

(f) to raise productivity of animal husbandry and fisheries.

7. Provision should be made for large-scale public investment
‘in water and soil conservation schemes and irrigation and drainage
"WOrks,
. Fair Distribution of Agricultural Income.

8. A fair distribution of agricultural income is of primary
importance for the social and economic well being of the agrarian
“population.

9. With a view to securing a fair distribution of agricultural
income measures should be taken—

{a} 1o prohibit usuary and establish rural credit institutions to
facilitate the provision to agriculturists of non-interest bearing loans
for financing essential consumption needs and of short, medium and
long term loans at low rates of interest for productive purposes.

{b) to reduce to a minimum the tax burden of low-income
agriculturists.

(c) to fix agricultural rents at a reasonable level, afford greater
security of land tenure and promote a more equal distribuiion of land
ownership;

3
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(d) to improve the organisation of agricultural marketing and,.
more particularly, to encourage the development of co-operative
marketing.

10. In formulating agricultural policy for areas whose economy
is at present based upon export crops the prices of which are subject
to wide fluctuations consequent upon cyclical and long term changes
in the world conditions of demand and supply, special consideration
should be given to:

(a) the desirability and economic possibilities of diversification
of crops; and

(b) the desirability of intergovernmental arrangements designed
to promote greater stability of prices and to bring about prompt and
orderly adjustments of international demand and supply of such
products. )

IV. Capital Formation.

11, Capital formation on a large scale is of central importance:
as a means of raising productivity and national income in the Asian
countries. Such capital formation should be accelerated by measures—

(a) to promote the most efficient utilisation of unemployed and.
underemployed human and material resources;

{b) to achieve rapid improvements in productive technigues;.
especially those requiring little or no capital expenditure, and in
organisational efficiency in all lines of economic activity, so as to enable
parts of rzsources to be released therefrom to capital formation
without affecting the production of goods and services for current con--
sumntion;

(c) to “introduce™ utility schemes in indusiries producing essen-
tial consumption: zcods;
=]

(d) to auzment the domestic supply of essential productive:
factors the scarciiz of which is likely to retard the whole process.
of capital formzti:n unless diverted, in significant quantities, from the-
production of goods and services for current consumption;

(e) to curtail the consumption of luxury and non-essential non-
durable goods and services and to limit the acquisition of unnecessary:
consumers’ eapital goods by high-income classes;

(fy to increase the resources of foreign exchange needed for
financing the imports of goods and services essential to capital forma~
tion; and
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(g) to encourage the inflow of foreign capital in the form of
private and intergovernment lending, direct investment and loans
from the appropriate internationa! agencies on terms beneficial o all
parties concerned.

12, In early stages of economic development, the process of
capital formation is liable, unless adequate safeguards are adopted
to involve an increase in money incomes aceompanied by shortages
of consuraption goods which, by causing a cumulative price inflation,
will both occasion greater inequalities in the distribution of income
and arrest the process of capifal formation itself. Policies of capital
formation should therefore be formulated in such a way as to avoid
as far as possible the use of methods of inflationary financing when-
ever the leve] of full employment is reached; to the extent that such
methods are employed, safeguards, including the following, should
be taken to check inflationary effects—

(a) fiscal measures designed to absorb excess monetary demand
of the population; '

(b) price controls over goods and services, particularly food,
clothing and other daily necessities;

{c) encouragement of voluntary savings;

(d) limitation of demand for consumption goods by such means
as rationing; and

(e) establishment and improvement of such administrative

machinery as is necessary for effective enforcement of the above
measures,

V. Industrial Development.

13. Appropriate measures should be taken to encourage private
enterprise to play a constructive part in the industrial development
of Asia; these measures should include--

(a) measures to improve the organisation of the capital and
credit markets with a view to channelling monetary savings into the
most productive fields of employment, and to reducing the rates of
interest long-term and short-term, to the lowest possible level;

(b) measures for the provision of adequate assistance, financial,

technical and other, to newly established enterprises in need of such
assistance;
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{c) measures o secure wider knowledge of modern technology
and scientific methods of business organisation and management, to
train specialists in these fields and to promote organised industrial
research; and

(d) measures to reduce the costs of capital equipment, transport
and fuel needed for industrial production.

14, Puyblic enterprise has an important part to play in initiating
and promoting the industrial development of Asia and should be con-
ducted in accordance with the following peneral principles:

{a) Public enterprises should be so organised as to ensure that
they are efficiently managed without political interference with the
conduct of their operation.

(b) The budgets of public enterprises should be treated separ-
ately from budgets for current governmental revenue and expenditure,

() The budgetary and production policies of all public enter-
prises should be co-ordinated by a central authority,

(d) The pricing policies of public enterprises should be framed
in the light of long-run social objectives.

16. Every effort should be made, by such means as fiscal and
credit policy and the direct control of investment, to direct private
enterprise towards the industries the development of which will be
most advantageous from the long-run economic point of view, having
due regard to the country’s legitimate reguiremenis for national
defence.

17. Effective measures should be taken to secure high standards
of productive efficiency in existing industries, more particularly with
Tegard to—

(a) output per unit of labour, of capital, of fuel and of raw
materials.

(b) efficiency in the organisation of the industry, especially in
respect of its size, financial position and structural balance,

(c) efficiency in marketing and distribution; and

(d) efficiency in labour-management co-operation.
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18. Governments should ensure the maintenance of reasonable
standards of industrial efficiency and should take prompt steps to faci-
litate the reorganisation of an industry on a more efficient basis
whenever changes in the conditions of demand and supply beyond the
control of that industry make such reorganisation necessary.

19. In order to ensure that the fruits of industrial development
are passed on to the mass of the population, measures should be taken
to prevent the overconcentration of economic power and to restrict
the growth in inequality of distribution of income and wealth.

20. In order that handicraft or cotfage industry may play a more
effective part in providing supplementary employment and income
for the rural population in Asian countries, the development of large
scale industries should be supplemented by a parallel programme for
the modernisation and reorganisation of traditional handicraft or cot-
tage industries and the development of new simple industries with
small capital investment in rural districts; in framing such a pro-
gramme, special attention should be given to—

(a) the desirability of developing industrial co-operatives as a
method of organising small-scale industries;

{b) the need for co-ordinating the development of large scale
and small industries in such a manner as to make them complement-
ary to each other; and

(c) the importance of the part which can be played by Govern-
ments in preparing, initiating and promoting such a programme of
industrial development, particularly with respect to—

(i) the financing of individual projects;

. (if) the training of a sufficient number of technical personnel;
an

(iii) the provision of capital equipment specially designed to
meet the needs of small-scale industries.

21. In the early stages of industrial development, special atten-
tion should be devoted to the improvement of communications, and
the development of electric and hydraulic power.

22. Public works should be undertaken by the Governments with
the object of creating productive employment for unemployed persons
in cities as well as for the excess population in rural districts,



38 REHABILITATION OF LOW-INCOME FARMERS
VI. Miscellaneous.

23. Measures to improve the health and education of the pro-
ducing population should be regarded as an essential feature of all
policies for the improvement of economic productivity by the develop-
ment of natural resources, and Governments should take the necessary
steps to ensure the provision of adequate medical and educational
facilities in connection with all major development projects.

24. 'The programmes of economic development undertaken by
the Asian countries should, so far as practicable, be co-ordinated in
such a way as to secure the maximum gains in international division
of labour; with this end in view, each Asian country should keep the
appropriate international organisations informed of its prospective
development programmes.

25. Measures taken by the Asian countries to deal with post-war
economic restoration should so far as possible be so framed as to
contribute towards the economic development of Asia on a long-term
basis,




SECTION II

REHABILITATION;PLANS






3. THE SOUTH AS A REGION FOR ECONOMIC
DEVELOPMENT*

The South includes the 13 States lying between Potomae and Rios
Grande Rivers; these Stales have many elements of homogeneity,.
although in varying degrees, such as geography, population, climate,.
income and industry.

I. AGRICULTURE.
Land Area and Uses

The South contains 843,812 square miles or 540,040,000 acres of’
land area. This is 28.3 per cent of the land area of the United States..
Proportionately, the South has half as much pasture and range land,.
a little more cropland, and about 50 per cent more forest land than
the rest of the Nation.

* (1) “Study of Agricultural and Economic Problems of the Cotton Belt””
—Hearings before the Special Sub-committee on Cotton of the Committee on
Agriculture and (2) “The Economy of the South”—Report of the Joint Com-
mittee on the Economic Report on the Impact of Federal Policies on the-
Economic Policies of the South.

“Study of Agricultural Economic Problems of the South” was prepared
by the Agricultural Economics Department of the nine Southern States work-
ing in co-operation with the Bureau of Agricultural Economics, United States
Department of Agriculture, Representatives from the Farm Credit Administra-
tion, Federal Reserve System, Agricultural Extension Service, etc, also helped
assemble and analyse certain data pertaining to special problems.

The other Report— Economy of the South” was prepared by “two highly
competent Southern Economists” working in conjunction with the members of”
the Committee of the South of the National Planning Association,

We would like to point out that the chief merit of the former report lies
in its comprehensiveness and the intensive search for the deficiency in the:
various sectors of Southern economy, Only thus could it present a detailed
plan for improving almost every type of economic actiyity carried on in that
region. The growers of cotton, for instance, would find in it valuable informa-
tion on guestions such as factors determining the demand for cotton (strength,
appearance, standard quality of trade-mark products) from the manufactur-
ers. Quality improvements in cotten such as warmth, resiliency, lustre, ete,,.
are indicated for the benefit of those growers who want to produce for a par-
ticular purpose e.g. for apparel, domestic use or other industrial purposes.
Similarly, the industrialist would find in the Report a wealth of data relating
to the profitability of expanding any particular industry and, further, the lines
on which he should start his venture and the type and quality of goods he
should manufacture. Elaborate studies are prepared for the guidance of cotton
manufacturers indicating the competition offered to them by manufacturers of
rayon, silk and woollen goods and suggesting the ways and means of success-
fully meeting this competition. Entrepreneurs interested in textiles other-
than cotton goods are also advised as to the various factors which have deter-
mined the level of profits in these industries for a number of years in the:
recent past. The Report also shows in detail the prospects for further indus-
trial expansion and recommends the various innovations to be introduced in
each type of industry. Even the question of making industrial goods is not
ignored. The extent to which the marketing probilems have been elaborated
would be evident {rom the fact that the Report assesses even the effects of
location of goods in stores on the potential demand for certain goods and
makes useful suggestions for a better retail pricing system, wider market con-
tacts, improving packing and display and catering more efficiently to consum-
ers’ preferences,

It may truly be said of this report that there is hardly a study of any other-
region or country, which is so comprehensive, elaborate, and of practical guid-.
ance to the farmers, industrialists, businessmen, and to the public at large.
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A. THE PLACE OF AGRICULTURE IN THE ECONOMY

The South’s population is predominantly rural and agriculture is
much more importani in the region than in the remainder of the

nation.

In 1940, only 34.8 per cent of the population was classed as urban
in the South, compared with 65.0 per cent in the non-Scuth. The
South’s farm population was about 15.5 million out of the total of
approximately 37 million; the region had almest exactly half of the
Nation’s farm population and had 2,857,000 of the country’s 6,097,000

farms.

The =zame vear, 34.9 per cent of the employed persens in the
South were engaged in agricultural occupations, compared with 12.8
per ceni in the rest of the couniry.

Also in 1940, 15.5 per cent of total income payments in the South
came from agriculture, as against 7.3 per cent in the non-South.

In brief, two-thirds of the southerners lived in rural areas and
“two-fifths of them on farms. One-third of the employed people were
engaged in agriculture and they received less than one-sixth of
total income payments. The agriculture on which the region depends
so heavily rests, in turn, upon two major crops, cotton and tobacco.
Tn 1946 these two crops accounted for 34.6 per cent of the total cash
farm receipis of the region, while no other crop brought in as much
as b per cent. Livestock and livestock products accounted for 37.1
per cent of the total, and the remainder was distributed over a large

number of crops.

As one indication of productive deficiency, southern agriculture is
‘generally characterized by inadequate farm family incomes and rela-
“tively low standards of living. These are due in important measure
‘to low crop yields, inefficient livestock production, depleted soils,
inadequate land and capital resources per family, poor farm organiza-
tion, and a low level of managerial ability. And in addition, there
needs to be marked improvement in the general distributive system
for agricultural products. Not all these limiting factors are peculiar
to southern agriculture, but all of them do affect adversely agricul-
tural production. Most of the existing deficiencies can be reduced or
eliminated entirely by the application of scientific knowledge, by a
‘better combination of productive factors, and by better management
practices.

Present Productive Status

Generally speaking, southern agriculture has not kept pace with
‘the scientific and technological progress made by agriculture in other
:sections of the country or with industry.,
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Per capita production on southern farms is low, physical resources
are uneconomically and often unwisely used, and capital equipment is
deficient. On the average, cotton, the major crop, requires about five
times as much man labour as wheat and about three and one-half
times as much as corn to produce a given income. Man-hour labour
requirements for such production of a bushel of corn for a typical
Southern State is more than three and one-half times that required
in Iowa; one and one-half times that required to produce a ton of
alfalfa hay; twice as much to produce a ton of soyabean hay; and three
times as much to produce 100 bushels of soyabeans,

This low per capita productivity is reflected in low per capita
incomes. For example, 100 Southern States in 1940 had 43 per cent
of the total farm population, but received only 20.3 per cent of the
cash farm marketing income. The per capita net farm income for
these States was $108 in 1940 as compared with $191 for the country
excluding the 10 Southern States. Incomes by 1944 had improved
materially, but the margin of difference was still about the same—
the 10 Southern States receiving only 22.2 per cent. of the total.

B. CHANGES NEEDED FOR AN EFFICIENT AGRICULTURE
Nature of Adjustments

Development of an efficient agriculture involves improvement
along four major lines: (1) Enlargement of farms, (2) recombination
of enterprises and of farm resources, (3) better utilization of low-
grade resources, and (4) more effective use and more widespread
adoption of impreved erop, livestock, and woodland practices. Adjust-
ments proposed in this report are not new. Some farmers now have
efficient operating units, are using improved production practices, and
are mechanizing at a rapid rate.

A large portion of the farms in the South are too small to permit
efficient operation. With a small farm it is necessary for the operator
to maximize the crop which returns the highest value per acre even
though large amounts of hand labour are required. This often leads
to under-utilization of other resources. Mechanization is not practical
on too small farms, and they are nof conducive to the fullest use of
some improved production practices. All of these tend to keep
production and income per worker at low levels.

Increasing the size of the farm leads to greater efficiency in three
important ways. It makes practicable the use of motorized equip-
ment; it affords the opportunity for a better combination of enter-
prises; and it makes possible more effective use of family labour and
management. With a larger farm unit and with labour-saving prac-
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tices, the operator can produce more of the high income crops and
make better use of other resources because there is sufficient land
for the efficient prosecution of other enterprises. All of this leads to
higher output and larger income per worker.

In areas where low-grade land represents a high percentage of the
total farm-land, it would be profitable to utilize these resources more
fully for pastures and improved woodlands even though it meant
reducing the acreage devoted to the high-income crop. This suggests
larger faims and a more cxtensive agriculture. In such areas cotton
would be relegated to a minor place or even dropped from some farm-
ing systems. Adjustments of this kind have been suggested for parts
of sub-regions.

Where it is profitable to mechanize cotton production and harvest-
ing, and where cotton has a relative income advantage over other
enterprises, it has been maximized and other enterprises have been
combined with it to balance the farming system.

Improved efficiency, in a literal sense, meang getting more out of
the resources that are used. Improvements in production practices
and their widespread adoption would do much toward increasing
incomes and conserving resources. Experimental results indicate
that their use could be pushed much further from the standpoint of
intensity of use as well as in their adoption by more farmers. By
and large, the use of improved agronomie practices on cotton and the
major cash crops has progressed rather far. This is particularly true
of practices which are easy to apply. For example the application
of fertilizer per acre of cotton has nearly doubled during the last 20
vears. The greatest need is for improvement in forage and pasture
crops. Much progress could be made by a wider adoption of the
practices which have been proved profitable by the experiment sta-
tions and by leading farmers. However, additional research pertain-
ing to the development of better forage and pasture erops, and for
improved methods of production, is badly needed.

Changes in Size of Farms and Systems of Farming

Existing physical resources and their adaptation to crop and live-
stock production, opportunities for advancement in production tech-
nology, location relative to markets and market facilities, and the
characteristics of the farm family are important factors influencing
the organization of an efficient farm unit.

For most subregions the efficient farms suggested are single-
family, one tractor units. In the flue-cured tobaces and the Delta
sub-regions the units suggested have three or four families—multiple
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family operation. In the Delta larger units permit more efficient use
of big type power and equipment. In the fiue-cured tobacco area the
proposed units provide for efficient use of motorised equipment in the
production of erops other than tobacco, but they refain tobaceo as the
most important enterprise.

Compared with the present situation, larger farms that result in
‘more farm land and cropland per worker are suggested for all sub-
regions. In the South-west and in the Delta the units as outlined
contain from 300 to 700 acres. Cropland acreage range from about 160
to 450 acres. These areas are generally level, cropland is contiguous
in large areas, and constitute a high percentage of the total land in
farms. Crops can be grown and harvested almost completely with
mechanized equipment,

For such of the belt outside the South-west and the Delta, the
mare efficient farms would contain 175 to 250 acres. Exceptions would
‘be the larger farms where beef cattle constitute an important part of
the system, and the smaller farms where large amounts of hand
labour are required in the production of major enterprises. Where
the topography is rolling to hilly and eropland frequently interspersed
-with woodland, steep hillsides, and streams, the fields are often small
and widely scattered. Crops such as tobaceo and vegetables as yet do
not lend themselves to mechanization, and their acreages must be kept
in line with the labour available at peak seasons. On such farms the
«cropland acreages would range from 65 to 125 acres.

Employment and Population Shifts in an Efficient Agriculture

Low income has long standing recognition as the dominant eco-
nomic problem of the Scuth. Under-employment as a fundamental
cause of low income is recognized less adequately. It is essential
that consideration be given to the efficiency in the use of human
resources if the possibilities for inereasing Southern farm income are
10 be correctly evaluated.

Under-employment, or ineffective use of labour. is the chief cause
of low physical productivity per worker. This under-employment
takes the form of actual idleness during certain periods of the year,
and even more significant in relation to cotton production, use of too
much labour relative to given amounts of capital and land. A study
in the Delta area of Mississippi shows that the amount of man labour
per month under full-row mule-power cotton production varies from
0.4 hour per acre in January and February to 36.5 hours in September.
A secondary peak of 20 hours per acre is found in May. Assuming the
average of 11 acres of cotton per family, these data indicate that the
<cotton crop would require less than one-half day of work in January



46 REHABILITATION OF LOW-INCOME FARMERS

and February; 22 days or a full month’s normal number of working
days for one man, in May; and 40 days, or almost 2 workers’ time in
September. It is estimated that the development of more efficient
agriculture in the 16 sub-regions studied would be accompanied by a
reduction from 1943 of 31 per cent in the farm population that is.
directly dependent upon farming for the major source of income in
these areas under the competitive situation and 34 per cent, assuming
controls for cotton.

The desirability of population adjustments in an efficient agri-
culture emphasizes the need for the removal of barriers which retard
people from moving out of agriculture. In fact, it indicates the need
for developing ways and means of facilitating their movement into-
other occupations. It also emphasizes the imporiance of developing
other natural resources of the South concurrently with the develop-
ment of an efficient agriculture.

A prusperous agriculture would furnish the basis for expansions.
in the trade and service industries. Those who cannot find effective
employment in an efficient agriculture might well form the labour-
supply nucleus for these industries as well as for others which would
utilize and develop more fully the non-agricultural resources. 'This
would provide investment opportunities for southern capital. Rural
living could be combined with nonfarm work, and the number of
people living in rural areas might be even larger under an efficient
agriculture.

All of this points to the importance of maintaining full and
effective employment opportunities. The development of an efficient
agriculture is dependent upon a high level of economic activity, but
it in turn will go a long way toward accomplishing and maintaining
that objective,

If for any reason full employment cannot be realized and it be-
comes nationally expedient for more people to remain on the farms
than can be efficiently employed there, then the burden of unemploy-
ment or under-employment should be borne nationally and not by
farm people alone.

Size Of Operating Capital Units

‘ The analysis of the previous section of this report emphasizes the
Importance of increasing the size of operating units in most of the
16 subareas studied. Changing the ownership pattern will not be
easy, but it must be done if the benefits of more efficient farm organi-
zation and operation and low-cost mechanized production are to be
attained. Such adjustment will lessen the tendency to squeeze as
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much as possible from inadequate sized farms without regard to good
soil building and soil conservation practices. Larger, more diversi-
fied farms will permit improved rotations with a smaller percentage
of the cropland in low crops and greater emphasis on close-growing:
and sod crops and forestry.

The economies of more efficient production will tend to reduce
the numbers of operating units that are smaller than that required
for sound organization and efficient mechanical operation, but the
adjustments can be accelerated by the adoption of policies and pro-
grammes consistent with the needed changes. Without significant
improvement in the large number of uneccnomic size operating units,
a high level of efficiency cannot be attained for southern agriculture.
A shift to economic size units in the 16 sub-regions studied would in-
volve a reduction in the number of farm units 40 per cent below the
existing number in 1943.

Population Pressure

QOne of the conditioning factors to an increase in the size of small.
uneconomic units and adoption of better practices is that of easing
the pressure of farm population on the land, The man-land ratio in
the South-eastern Cotton Belt is about 1 to 5 acres of cropland,
whereas the ration in the Mid-west farm States is approximately 1 to
20 acres of cropland.

. Even though the farm population in the Cotton Belt had been
reduced rather sharply by 1943 as a result of employment opportuni-
ties provided by the war effort and the selective service, a still further
reduction of 31 per cent. below the 1943 level is necessary to the
attainment of an efficient agriculture as visualized in the first part
of this report.

The problem of more effectively utilizing labour on southern
farms will involve not only a reduction in numbers but also a maxi-
mum development of speciality farming that will provide for high
farm labour employment. Also the matter of processing of farm
products wherever opportunities may be developed must be a part of"
the adjustment programme. Finally, nonfarm employment oppor-
tunities within and without the region must be available.

The problem of population adjustment to facilitate the attain-
ment of an efficient agriculture will be one of the most serious and
most difficult of all the problems associated with the programme of
agricultural adjustment. The shifting of redundant population from
farms and the attainment of a better balance belween human and
other resources is further complicated by the fact that the farm
population replacement rate for the south-eastern cotton States is.
about three times that required for normal replacement,
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€. SOME MEANS FOR TACKLING THE ABOVE-MENTIONED
PROBLEMS

Adapting Loan Policies to Credit Needs
When convinced of the effectiveness and desirability of such pro-
-duction adjustments as are discussed, it is probable that existing cre-
dit institutions can furnish necessary capital on favourable terms
within present legal limitations. However, a number of modifications
in loan practice will be required before this service can be performed
-effectively.

An integration of short, intermediate, and long-term eredit,
geared to the farm needs and ability to repay, is basic in providing
capital to southern farmers., Such an account with an established
lending agency would provide separate but inter-related schedules
of needed advances and repayments. Each major class of credit
would bear an appropriate rate of interest, and repayment schedules
of the different classes would be correlated with respect to timing
.and amount, so that the aggregate annual principal reduction would
‘be in keeping with probable annual earning.

The financial and credit plan should be carefully related to the
over-all, long-time farm plan. Such major adjustments as indicated
cannot be accomplished in any short period, due to physical factors
alone; therefore, a conversion programme will be required whereby
individual farms may shift over to the desired efficient organization.
The credit plan will become a complementary part of this farm deve-
lopment plan.

A variable repayment provision should be established. In deve-
loping a repayment schedule, average prices and rates of production
might be used. It should be recognized, however, that the level of
income may vary from year to year, and that for the lender and the
farmer to obtain the surest degree of safety, the contract should pro-
vide thai repayments will be related to earnings in any given year.

Utilization of All Resources

One of the deficiencies in southern agriculture is that of failure
to utilize all available agriculiural resources. Thousands of acres of
low-grade land lie idle and exposed in the worst way to the ravages
of erosion, Large areas of land that once grew valuable pine timber
are now covered with scraggy oak or other non-commercial shrubs
or trees.

Most of the land and timber areas now running to waste could
be converted into economic productive resources by careful planning
and some capital investment. Wildlife and recreational facilities



THE SOUTH AS A REGION FOR ECONOMIC DEVELOPMENT 49

-should be carefully appraised with a view of developing these into
:still greater economic and aesthetic use. The tremendous population
pressure gives emphasis to the need for utilizing to the fullest extent
low-grade and neglected resources, along with the other agricultural
resources of the region.

Management as a Limiting Factor

Another conditioning faector to the attainment of an eficient
-agriculture is that of better management practices. The matter of
raising the managerial level of efficiency on southern cotton farms
involves putting into practice information generally known by farm
-operators and managers and that of increasing significantly the “know
‘how” with reference to better farming systems and wractices.

The objective of greatly improving the efficiency of southern
-agriculture through increasing the size of farming units and the avail-
ability of adeguate capital for specific needs can and will be circum-
vented by combining thesé with poor and indifferent managerial
:ability,

The problem can be approached through better educational itrain-
ing opportunities, including better adult training through extension,
.and supervision. Because of the high birth rate and prevailing low
incomes, the educational training programme in the cotton belt is
-entirely inadequate, despite the fact that the percentage of the tax
dollar spent on education is higher than that for other sections of the
«country. The only apparent solution to this problem is that of Fede-
ral aid pointed towards equalization of edueaticnal opportuniiies,

Agricultural programmes and credit-loan policies could be tied
‘In with certain minimum requirements with reference to sound
managerial practices. Such programmes, in addition to exacting cer-
‘tain minimum requirements, could be used as effective educational
‘devices designed to raise the level of managerial ability and practices.
‘"This problem that is so essential and fundamental to better farming
will be a stubborn and difficult one to deal with effectively. It must
be given careful attention in any well-planned programme of re-
adjustment,

Markets and Transportation

Production adjustments designed to increase the efficiency of
southern agrienlture will inveolve significant adjustments in the
regional marketing pattern and will raise new and difficult problems.
‘Transportation facilities and services must be improved, and trans-
portation costs made consistent with that for other regions of the
country. From the marketing standpoint, the outstanding results of

4
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adjusting agricultural production in the Cotton Belt to an optinlum'
level of efficiency are reduetions in farm population, increases 1n.
commereial production, and shifting of velumes among enterprises..
The results of these changes are to increase quantities of food produets
and tobacco for market. Such adjustments and larger volumes of mar-
ketings emphasize the importance of a high level of demand and
necessitate the most efficient marketing organization and processes.
possible under given economic conditions.

In the development of adjustments and in increasing efficiency to:
improve farming opportunities in the Coiton Belt, three types of’
markets must be taken into account: local marlkeis, national markets,.
and international markets, Locoking ahcad to continuation of im-
proved farm technology and to biological improvements in plants and.
animals, the trend will be toward greater commercial agriculture and
fewer peuple living on the farms.

Local markets promise considerable expansion in taking of farm
products. If the people who leave the farms as the result of estab-
lishing an efficient pattern of farming go into industrial employment
in the South, they will broaden the local market for food commo-
dities. There is a potential market in the South for increased volumes
of food products, especially meat, eggs, milk, and vegetables. With
a sustained high level of consumer purchasing nower and food con-
sumption more nearly approaching minimum nutritional requirements,.
a large portion of the estimated increases in such marketings could be
processed and distributed in the local markets of the area. In expand-
ing food production, therefore, farmers and marketing agencies should
give first consideration to exploiting the local market.

The national market absorbs a large proportion of the major
products of the South. These farm commadities mave rather long dis-
tances through an elaborate but loosely icinted marketing system to
find their way inio the national market. Such a marketing pattern
will continue because of the existence of industrial areas and asso-
ciated large centers of population together with the specialised pro-
duction pattern in agriculture. Economic and physical forces that
combine to bring about efficient production of agricultural products
in certain areas and, on the other hand, serve to locate industries and
industrial people in other areas which are often great distances from
the producing regions will always make it necessary to move farm
products to the consuming areas. This means that the seasonal and
perishable commoedities such as fruits and vegetables, and the major
surplus erops such as cotton, tobacco, wheat, rice, and sugar will be

dependent upon the national and internatiensl market for a large
part of their outlet,



THE SOUTH AS A REGION FOR ECONOMIC DEVELOPMENT 51

Export markets for cotton and tobacco traditionally have con-
stituted a major portion of the total market outlet. For a long time,
at least half of the cotton grown in the South was sold in foreign
markets. This tied the price of cotton in the farmers’ markets of the
South to the world price of cotton. Likewise, a substantial portion
of the flue-cured-tobacco crop produced in the South has found its
way into export markets. Because of these conditions cotton and
tobacco farmers are dependent upon world markets and prices for
a substantial portion of their income. The prospect for the continued
export of a good share of the tobacco are guod. So far, the exports
of American flue-cured-tobacco constitute a sufficiently large part
of the total world supply to be the major force in determining world
prices.

Policies, Programmes and Agricultural Development

One of the important aspects of agricultural policy, historically
and at the present time, is that of price support, either by subsidy
or by control of supply, or both. Such programmes often result in
uneconomic utilization of production factors and the retardation of
needed adjustments. In addition, such programmes may create further
hazards for cotton by jeopardizing its competitive position in the
market place. Artificially high prices tend to stmulate cotton pro-
duction in other couniries and weaken the competitive position of
cotton with substitute and synthetic fibres at home and abroad. The
growing competition of synthetics is a challenging problem,

Policies designed on the national level to reduce or eliminate the
swing of the business cycle and to encourage full employment benefit
agriculture materially. Neither logic nor experience, however, supports
the thesis that prosperity in other segments of ‘the national economy
automatically insures prosperity for agriculture. Agricultural policy
must be related to the over-all national policy so that conflict may
be eliminated, but consideration must continue to be given to special
problems as these relate specifically to the rural economy.

The major objective for agriculture should he {0 keep it relatively
free and flexible, and to keep it on a highly efficient productive basis.
The national as well as the farmer’s stake in sound conservation prac-
tices will also influence some phases of policy. And if agriculture is
to remain free and efficient, other segments of the economy must
likewise remain free and efficiently productive. The existence of
monopolistic influences, both in industry and in the ranks of indus-
trial labour, hae been in the past, and will continue to be in the
future, a factor in shaping agrxcultural policy. A much vigorous
and widespread attack on artificial restrictions on all segments of the
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economy would greatly lessen the tendency to establish restrictions in
the field of agriculture.

Sound policy and programme should cperate along the following
lines :

(1) More closely co-ordinating the activities of all agrieultural
agencies on and among all levels of government.

(2) Providing funds and leadership for the development of an
adequate research programme.

(3) Providing a more effective educational programme for all farm
peaple, consistent with the requirements for adiustment toward, and
the operation of, an efficient agriculture.

(4) Reducing the number of uneconomic operating units.

(5) Establishing requisite programmes for the creation of alter-
native employmerit opportunities and for the shifting of surplus farm
people in each type of farming area.

(6) Adopting the credit structure so 2s lo encourage adjustments
toward greater efficiency. -

(7) Promoting and encouraging the development of farmer
co-operaiives where needed.

(8) Re-examining the parity-price corcept with a view to adjust-
ing policy toward parity income in such a v’ay as to encourage needed
adjustments for greater efficiency.

(9) Encouraging the development of sound international trade
relations that will insure the retention of present foreign-market
outlets, and open new ones, for farm preduets.

The present day pattern of small ownership in most southern
areas cannot be easily and suddenly recast. Present and prospective
pressure will be difficult to ease, even with a continuation of high levei
of national economic activity and significant regional industrial expan-
sion. Educational and health deficiencies will tend to resist even well-
organized attacks. Poorly adapted farming system and low manage-
rial performance can bhe expected to improve slowly under the most
favourable conditions. Lack of the technical =kill] and the gentral
know-how that are required for an efficient agriculture will necessitate
concerted, prolonged attack for requisite improvement. The relation
of new and expanded production {o adequate and efficient market
organization, methods, and practices will require careful planning,
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D. BASIC CONSIDERATIONS FOR FRAMING OF PROGRAMME

Better Balanced Area Economy

The economy of the South is basically agricultural. The region
produces vast quantities of agricultural and other raw produets, large
quantities of which are shipped to other areas for processing and
manufacture. In many ways the South has served as a colonial empire
to other regions of the Nation. Much of the wealth of the region has
been owned or controlled by outside interest. Credit to an important
extent has been either directly or indirectly in the hands of outsiders;
the transportation system has been geared to encourage the out-ship-
ment of raw materials and discourage the shipment of finished pro-
ducts; and the tariff and other aspects of national policy have worked
to the detriment of the repion and have made the development of a
balanced regional economy difficult and slow.

A better balanced economy would serve to provide markets for
farm products close at home, open up alternative employment oppor-
tunities for surplus farm people, and establish a wider and stronger
tax base for the support of essential public institutional services. The
South is moving ahead in industrial development and in the estab-
lishment of a better-balanced economy at a rate that is encouraging
in certain areas. Progress as would be expected is sporadic and non-
uniformly dispersed. All of the Cotton States, however, are keenly
conscious of the need for more industries to better balance the existing
agrarian economy. and many of them have organized programmes
pointed toward this end.

In addition to the development of new basic industries, there are
distinet opportunities to develop community service establishments
which are now badly needed in small towns and cities. Opportunities
run to such small concerns as laundries, frozen-food lockers, small
slaughter and meat-curing plants, drycleaning establishments, green-
houses, milk pasteurization and ice cream plants, local farmers”
markets, and many other types of business service units, depending on
iocal situations. Efforts to balance agriculture with industry should
include plans to balance community service facilities with local neéeds.

Regional And Naiional Planning

In order to move toward a more efficient agriculture, it will be
necessary io formulate such policies and develop such programmes as
will enable production to be continued to the fullest practicable extent
while facilitating the making of needed economic and social adjust-
ments and minimizing the losses which will result to farm operators
from changing types of farming and to farm workers from shifting
employment,
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Agricultural policies and programmes for the South mutﬁ.t he
pointed toward sound adjustments and not palliatives designed
merely to give temporary relief. The regional leaders thems.elves
must assume the responsibility of sound regional plahning consistent
with national planning goals.

The solution of the agricultural adjustment problems in the South
‘will require time and Nation-wide adjustments, both by farmers and
by management and labour in other industries. It is a national as
well as a regional problem. A modern nation cannot avoeid balancing
its total production-consumption budget. This can be done at a low
level with a great deal of unemployment, inefficiency, and suffering;
or it can be done at a high level with full employment high efficiency,
and a better life for all.

The problem of attaining a higher level of living for the great
mass of the South’s population, which will in turn make for a stronger
and more prosperous Nation, is not an easy one. The present-day
pattern of small ownership in most of the southern areas cannot be
easily recast. Present and prospective population pressure will be
difficult to ease, assuming a high level of national economic activity
and regional indusirial expansion. Educational and health deficien-
cies will tend to resist even well organized attacks. Pogrly adapted
farming systems and low managerial performance can be expected to
improve slowly, Lack of technical skill on the part of farm labour
will require concerted attack for improvement. It will be necessary
to plan new and expanded production in accord with efficient and
adequate market organization, methods, and practices. The two will
have to be developed concurrently which will require careful plan-
ning and skill. New credit policies will need to be formulated before
a truly favourabie environment for needed adjustments on individual
farms can be attained. .

That an efficient agriculture for the region as a whole can be
attained is attested to by the fact that it has already been accom-
plished in many areas of the South. The ingredients of success will
be that of sound planning and execution of policies and programmes
based on factual information rather than wishful thinking or no think-
ing at all, preceded by research and concerted effort on the part of
regional leadership in all phases of economic and social life.

Needed Research

Even though accomplishments in research fields relating to
southern agriculture have been great, there is imperative need for
~ broadening and intensifying the research programme now under way.

Basic and adaptation research information is needed to make more
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distinet the shadowy outlines of an efficient agriculture thai have
‘been visualized in this report and to make possible the attainment of
the high level of efficiency when clearly visualized.

"Those adjustments suggested in this report that require the farmers
to do a little more or a little less of the things they are now doing will
be easy to accomplish. The situation, however, is quite different
when the adjustments require radical changes in the organization of
farms, the use of new machinery or new methods of perfarming
farm tasks, an increase in the scale and type of farm operations, and
‘the finding of new markets and new ways of distributing old and new
products.  Information for making these adjustments on a sound
economic basis is not available or is inadequate. It is for this reason
that emphasis in the final section of this report is placed on the very
great need for acquiring through research the additional information
mneeded to facilitate the adjustments to a relatively efficient level of
imgricultural production.

No effort is made here to “blueprint” a needed research pro-
gramme for the southern region. The prime objective of this section
«of the report is to give emphasis to the need for more adequate re-
search in both the field of agriculture and ouiside the field of agri-
<culture,

There needs to be a sharp intensification of research as relates to
problems in production, in the more efficient processing and distri-
bution of agricultural products, in problems of industrial develop-
ment, and in the more effective utilization of all resources in the
region—both human and natural.

Policies and Programmes

Over-all public policies and programmes and specific policies
Telating to agriculture need to be carefully and objectively scrutinized
-and appraised by research workers., Policies and programmes in and
-out of agriculture should be consistent and in harmony with national
‘welfare goals. This has not always been true in the past. Inconsist-
ent antagonistic programmes tend to defeat the purposes of public
policy.

Long-run policies and programmes should he pointed toward the
allocation and utilisation of productive resources to the maximum in
providing for the satisfaction of human wants. Efficient maximum
production points the way toward economic progress.

Agricultural policy must, however, take account of the economic
and political environment in which it finds itself. Research on policy
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and programmes must thus be realistic and not be developed within a:
framework of assumptions that disregard institutional and legal forces.
that are the very essence of agricultural difficulties. Those who for--
mulate and execute public policy could be assisted materially in this
very important field of capacity by a more adequate research pro--
gramme dealing with the many complex problems involved in this
field.

Many of the problems associated with adjustments in agriculture-
toward a higher level of efficiency and toward the improvements of the-
total regional econorny will involve regional planning and regional co-
operation in adjustment and improvement programmes.

For instance, in the establishment of expanded or new production
which also involves the expansion or establishment of adequate mar--
keting facilities and outlets, large numbers of farm operators and.
agricultural service agencies must work in harmony toward common
goals. Individual farm operators cannot make satisfactory adjust-
ments except in isolated cases without regard to what others may do..
There has been too little planning on a broad over-all basis and toc-
little co-operation among farmers and between agriculture and indus-
try in improvement programmes.

Research is needed on the best methodology and techniques of’
co-operative planning and execution on the neighbourhood, com-
munity, type of farming avea, at State, regional, national, and inter-
national levels. In planning for the research needs of the future, this
important field must not be overlooked.

II. INDUSTRIALISATION AND THE SOUTH

The most fundamental forces operating against the Cotton South
are tied in with its present agrarian pattern. A disproportionate part
of the southern manpower is attempting direetly and without adequate-
tools to wrest a living from soils that with few but important excep-
tions are mediocre in quality, highly erosive under intensive eultiva--
tion, and badly damaged by past practices. Moreover, the population
on southern farms is highly prolific. Until non-farm alternatives can
be found for a part of the present farm working force, and for nearly
all the net increase in the farm population, there can be no lasting
improvement in the productivity and in earned incomes of southern
farm people. In addition to these agrarian forces of long standing
there appears now the spectacular force of farm mechanisation.
Revolutionary new tools such as the mechanical cotton pickers, flame
weeder, improved tractors, and other less dramatic labour-saving
equipment will increase the productivity of southern farm labour but.
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are expected to reduce by about 2,000,000 the number of farm workers:
required. :

Only as this manpower on farms can be shifted to useful non-farm
jobs within or outside the Cotton South can earned incomes there be
brought closer to those prevailing in other parts of the country. For
such a shift of manpower to take place, a very large new capital invest-
ment will be required. The investment in manufacturing plants to
provide a place for new labour to work, and in housing to give their
families a place to live, may amount to as much as 12 to 15 billion
dollars over the next 20 years. Programmes for the South should
encourage maximum investment and facilitate in other ways the indus-.
trial expansion necessary to give employment for manpower coming
off farms.

This transformation will require time, patience, inventiveness and
harmonious collaboration between individuals, groups, and govern-
ment at the Federal, State, and local levels. To make it possible, an
eight-point programme is recommended:

1. Provide financial assistance to small busifess through local.
insurance.

2. Carry on research and promote the application of research to
business enterprises.

3. Promote a transportation policy that will stimulate a more
diversified and a more highly finished type of industry throughout the
Southern States. Two suggested measures are greater use of class
rates, based as far as possible on cost principles, and ¢o-ordination of
expansion in transportation both within itself and with other branches
of the southern economy.

4. Eliminate monopolistic practices that hold back Southern
production.

The committee regards monopoly as so peculiarly detrimental ‘o
the South that it recommends a long-range study of the problem by
competent public or private agencies,

5. Eliminate interstate trade barriers, and work for the elimina-
tion of restrictions in other regions on the use of southerr: products
{e.g. margarine).

6. Promote use of the large surplus war plants in the South by
small business through plans such as multiple tenancy.
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7. Provide minimum standards of welfare and promote wage
agreements that reflect the full contribution of workers to production
through adeguate minimum wage standards and through the respons-
ible exercise of collective bargainings.

8. DMaintain a substantial federally financed inwvestment pro-
gramme designed—

{a) toencourage industrial expansion or other readjustment that
will increase productivity;

(b} to maintain and improve both human and natural resources
through Federal aid partieularly for education, health, and conser--

+vation; and

(c) to moderate fluctuations in the level of economic activity.

Broadly speaking, there are today four main classes of industry in
+he South:; (1) Producers’ goods industries which supply agriculture
and forestry; (2) industries which process the basic raw materials of
the South and market their products for the most part outside of the
South; (3) other $toducers’ goods industries which supply local mar-
kets; and (4) consumers’ good industries which are dependent in the
main upen southern, chiefly local, markets. The first type—producing
chiefly agricultural implements and machines, fertilizers, feeds, cooper-
age, containers, and bagging—are among the oldest of southern manu-
facturing industries.  Establishments are typically small and are
wiaely scattered throughout most of the Southern States. Except in
the case of cotion ginning machinery, the production of agricultural
implements has been retarded and even diminished in most areas by
the development of large-scale production in the North.

The industrialization of the South has progressed chiefly thus far
on the rise of the second group of manufactures—those processing the
southern raw materials. They comprise mainly cotton textiles,
“lobacco, furniture, sugar, paper and wood pulp products, cottonseed
oil. iron and steel, naval stores, petroleum products, and rayon. Some
like cotton textiles, sugar, and tobacco have roots in the antebellum
vears but the rapid rise of the group as a whole dates from 1880.
Typically, those industries are large-scale although there are still many
small establishments in cotton textiles and furniiure, especially in
outlving areas. Textile, furniture, tobacco, iron and steel, and rayomn
manufacturing is concentrated in the central Piedmont-Appalachian
area, while the processing of the other products, except cotton and
ail. takes place mostly in the coastal areas. The phenomenal rise of
indu.strial cities chiefly in the Piedmont, dating from the decade of the
1880's, symbolizes this type of industrialisation. Some of this growth
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has already reached a mature stage; some is still quite youthful. There
are marked regional differences within the South with respect to these
characteristics of industrial development.

The development of group three is largely a concomitant of the
expansion of group two. This category is really comprised of two
main subgroups. One is a direct auxiliary of group two—textile
machinery, accessories, and packing materials, tobacco manufacturing
machines, furniture parts and accessories, and all types of containers
for manufactured products, There has been a steady growth of
industries of this sort, although for the most part they have not deve-
loped in the South with anything like the rapidity that has marked
the industries which they serve. The second subgroup serves a more
general local market such as transportation and construction industries
and general commercial businesses; they also supply group one indus-
tries. The extent and stage of development of subgroup 2 is much the
same as subgroup 1.

The consumers’ goods industries are the least developed on the
whole of any of the manufacturing fields; especially is this the case
regarding durable consumers’ goods. Consumers’ goods production
has developed chiefly in foods, tobacco, printing and cheap clothing.

This brief survey indicates that opportunities for new private
capital investments in the South, other than in the further growth of
established industries, might be found in the following general fields:
(a) The processing of new products from existing raw materials such
.35 raw cotton and wood, and from increased production of minerals;
{b) food and feed processing that will create local markets for diver-
sifled agriculture, horticulture, truck gardening, livestock, poultry and
dairying; (c¢) further development of auxiliary producers’ goods in-
dustries; and (d) processing of nearly all types of consumers’ goods
industries, especially of the durable goods type.

Future industrial growth will be most enduring if it is based on a
‘more efficient use of resources. Many:of the enterprises, especially
those in group 2, depend on resources for which, as yet, there is no
evidence of replacement. For example, there is no evidence that
sulphur or phosphorus will always be available in a form that can be
used in industry. As these raw materials become exhausted the enter-
prises based on them will tend to disappear. A pgood example of what
can happen is the current shortage of natural gas in the northern
Appalachian area, an area in which many enterprises were established
using this resource when it was plentiful and comparatively cheap.
Now gas must be piped {o the area to serve these enterprises or, as the
only alternative, they must seek a more favourable location.
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Science has provided enough insight into the natural environment
to make possible the use of replaceable sources of energy and materials
in many cases. To the extent that these enterprises utilise replaceable
resources such as agricultural and forest products, the drain on ex-
haustible resources will be reduced and the resulting industrial eco-
nomy will become more stable and permanent. Of course, there will
oe a continual drain on irreplaceable respurces and it is a major res-
nonsibility of all the people, and particularly businessmen, to combire
the use of the two in the more efficient manner.

Agriculture in the South, changing in response to changed de-
mands made upon it, can by its flexibility facilitate and support a
greater industrialisation built on agricultural products. It can further-
more, meet requirements put upon it by all new industrialisation. In
other words, agriculture can directly provide raw materials for some
industry, and in addition can indireetly support all industries by
supplying food and other products for their workers.

Whereas southern industries that makes use of farm products are
now limited by availability of those products, the opposite relationship
is also trie. As southern industry expands and creates larger markets,
farmers will respond and change their production. Raw farm products
are necessary for industrial growth, but new industry will stimulate
improved farm preduction.

This reciprocal relationship suggests these conclusions :

(1) Concurrent timing is desirable in the shifts in agriculture
and development of industry. The establishment of new production
patierns in agriculture and industry can proceed most rapidly and
effectively if farmers and businessmen can make their adjustments
simultaneously. |

(2) Changes in the pattern of agricuitural production (to facilitate
industry but consistent with sound conservation practices) will result
in higher productivity of the farms and consequently a higher farm
income. This higher farm income, desirable in itself, will also create
larger markeis for industrial products and thus induce a further ex-
pansion of industrial and business activities.

Thus, as industry expands and diversifies simultaneously with
agricultural production, both objectives can be obtained ravidly
efficiently and effectively. B

Forest Resources

More than two-fifths of the South is forest land, 85 per cent. of
which is capable of producing commercial timber. During the first
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20 vears of this century the region supplied nearly half of the country’s
timber output, and under good forest management it could furnish at
least half of our requirements indefinitely. IHowever, saw timber in
the South is now being cut much more rapidly than it is growing,
although trees too small, or not favoured, for the production of lumber
-are growing more rapidly than they are cut.

This means southern forests are deteriorating in saw-timber
volume, in size and in quality. The great need is to reverse these
trends; only by doing so can there be sound expansien in forest in-
-dustries.

Forests constitute a major replaceable resource. It is a source im-
portant to all of society and justifying their efforts in preservation.
Since the welfare of businessmen is so directly affected by the avail-
ability of raw materials, they have a particularly heavy share of the
responsibility for maintaining the forests in their highest state of
productivity.

Mineral Resources

The mineral resources and production of the South constitute one
of the most importarit economic assets of the Nation. There are still
opportunities for further utilization of the South’s minerals, both in
‘basic mining and processing. Much of the advanced processing of
‘minerals is now done in other regions. This faect suggests that new
enterprises which would process more of the raw materials might be
a part of the South’s expanded industrial economy. Basic minerals
are essential to our industrial economy, vet a heavily populated region
can usually achieve high wealth and income only if it has a substan-
tial amount of finished goods industries.

The fact that the supply of materials is not being replaced by any
known natural phenomena makes it especially important that they be
used as efficiently as possible. Mining enterprises that make the most
complete use of a given deposit contribute more to the building of a
permanent industrial economy than operations employing inefficient
processes that leave part of the minerals in the ground in a form
preventing economical recovery. Likewise, enterprises that utilize
the minerals most completely after they are mined make the greatest
contribution lo the attainment of the same end. Efficient and effective
use of its minerals is of special importance to the future welfare of the
region,.

It is highly important that the Southern States inventory their
natural resources accurately and in terms of the physical and economic
conditions affecting their use. An unknown resource is at best only a
potential asset. '
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Capital for Industries

The type of transformation envisaged in this report requires for
fts realisation a very substantial investment of capital. But capital
has traditionally been lacking in the South. Wealth per capita, al-
though rising with the increase in southern incomes during the war,
is lower than in other parts of the country, and the total income
derived from the use of this wealth is correspondingly low. Hence,
the surplus for investment after present minimum needs are met is
entirely inadequate to satisfy all the regions’ developmental potential-
ities.

Capital requirements are specially large because they are of
several kinds, each of which is great. As noted before, several billions
of investments are needed for seil-building practices on Southern
farms. Conservation, health and education could profitably receive
substantially greater expenditures by States and localities. More
billions could be invested in the development of the South’s non-agri-
cultural resources—her minerals, the power of her falling streams, and
others—to increase Southern incomes and provide jobs for workers
being displaced oftf farms. Residential construction for normal im-
provements and to house displaced workers is another big need. All
these possibilities call not merely for an immense invesiment in plants,
tools, and equipment, but alse for a substantial investment in educa-
tion of the Southern labor force to prepare it for new ways of earning
a living.

The main reliance will probably have to be placed in investments:
by large, national companies from outside the region which build
plants in the South. As for specific action by the Federal Government,
two policies may be suggested. Neither would require any outlay at.
present and neither of them would necessarily entail any eventual
cost to the Federal Government.

The first could be to extend deposit insurance to cover 100 per
cent. of all deposits. There have been numerous suggestions along
this line and the Federal Deposit Insurance Corporation has, in effect,
extended 100 per cent. insurance in many cases where it has made loans
or purchased assets to facilitate the merger or rehabilitation of weak
banks. With over a billion dollars of resources at its cormnmand, the
FDIC is now strong enough to assume this added risk. One major
advantage of this change to the South would be the profection it would
give to large business deposits in Southern banks. This might reduce
the change of their being removed in periods of depression and pos-
sible bank failures.
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The second change would be to instruct the Treasury to watch the
regional flow of funds in any future period of financial tension and if
it is found that there was any pronounced tendency for funds to leave
any one region, to move treasury deposits to counter-act such move-
ment. With the cash balance which the Treasury regularly carries
now, this could be done without serious inconvenience. It would
involve no cost and relatively little effort, since the treasury regularly
must watch the effects of its cash operations on the banking system.

Employment of Displaced Agricultural Labour
Depends Upon Industrial Expansion

It is obvious that a programme for southern agriculture which
assumes a great increase in production per capita together with a
lowering of the cost of production through mechanisation and a shift
in type of agricultural production, could be of advantage to the South.
and to the Nation only if the labour no longer needed in agriculture
could find productive employment in manufacturing, in commerce,
and in the service industries. Improvements in the efficiency of agri-
culture which would permit increased production while dispensing
with the need for employment on the farm of one-third of the existing
population would raise the spectre of mass unemployment. As has
been pointed out, however, the re-employment of manpower released
from the armed forces and from war indusiries demonstrates con-
clusively that under favourable economic conjuncture no unemploy-
ment need arise,

The absorption of workers displaced by the development of great-
er efficiency and productivity in agriculture could be counted upon
however, only if the demand for consumer goods and the expansion of
industry were to remain at a tempo not a greatly below that of the
period immediately following the war. If a considerable volume of
industrial unemployment were to occur it would be absolutely essen-
tial that both emergency and long-term measures to deal with it should
be undertaken by the Federal Government, Public works programmes
and other emergency measures coupled with more basic measures
designed to encourage the expansion of employment in industry would
be required if desirable adjustments in agriculture were to have a
chance to be accepted as socially desirable.

Expansion of Southern Industry

It is primarily upon an expansion of manufacturing that depend-
ence must be placed for employment of labour no longer needed in
agriculture, Much of labour displaced by more productive methods in
agriculture will normally be absorbed by the so-called service indusi-
ries. However, the expansion of employment in manufacturing must
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provide most of the inerease in income necessary to pay the wages of
those emploved in the service industries.

Although substantial industrial expansion is occurring in the South,
there can be no doubt that even greater expansion would be highly
desirable. There is no magic formula, however, which will make
nanufacturing plants spring up where none existed before.

Something can be done through community development corpora-
‘tions which furnish capital or buildings or other facilities to attract
new industries. Even so, possibilities in this direction seem quite
Timited.

There is little evidence that the decisions of corporations which
.are in a position to build large plants emploving substantial numbers
of workers are much affected in locating new plants by such efforts
on the part of municipaiities.

This is not to deery the importance of small-scale industry, how-
:ever, since such are essential if numerous small ‘pockets’ of surplus
Jlabour are to be absorbed. Furthermore, these small industries are
sometimes the kernels from which larger manufacturing establish-
ments develop.

The need for more entrepreneurs who can recognize and develgp
profit opporiunities in the South is probably more important than the
need for capital. The opportunities {or further processing of all
manner of food products which are produced or could be produced in
‘the South have by no means been fully seized. There can be no doubt
that the marketing arrangements for such commeodities have not heen
acequately developed and that great potentialities exist in this
direction,

The interests of the South will, of course, be served in the most
basic way by any factors which can accelerate this rate of industrial
expansion, Under our present system of modified free enterprise the
major incentive to industrial expansion in the South must remain the
prospect of profits for new industrial planis. It is just as true that
such prefitability must itself depend upon our national ability as con-
sumers {o purchase the products of these new plants. The mainten-
ance of a state of economic conjuncture which would make possible
both profits for industry and purchasing power for consumers has be-
come increasingly the function of the Federal Government.

III. EDUCATIONAL NEEDS OF THE SOUTH

Illiteracy is higher in the South-eastern States than in any other
Tegion, 6.2 per cent. of the total population compared with 3.7 for the
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‘Wation. Each Southern State has a higher than national average
proportion of the population over 25 years of age with less than 5
‘years of schooling. There are 2,176,000 youth, 14 to 20 years of age,
.inclusive, out of school in the South, most of whom need some type
.of vocational education. In fact, in 1944-45, less than one-fifth of the
‘total of 3,317,000 which included those in and out of school, were get-
ting some kind of vocational training. In addition to the great need
for expanded vocational education programmes among young people
is the need for equally effective programmes among adults to equip
‘them for adjustments to changing conditions in the Scuth.

Ways of Improving Education In The South

For maximum improvement, the South’s educational programmes
‘must be made more attractive to both children and adults, with better
‘teaching methods, newer materials, and wider use of the school’s
resources. Functional educational systems can and will be much
‘more widely used than at present as newspapers, civie clubs, business
associations, farm .and labour organizations, and other agencies help
‘mould public opinion so that people realize the true value of education
‘to social and economic well-being.

Organizational and Administrative Aspects _

It has been shown, by several well-recognized studies, that the
mminimum size for a satisfactory school’s administrative unit is 45
teachers for about 1,500 pupils, and that there are gains in efficiency
-and economy when the unit has up to 280 of the former and 8,000 of
‘the latter. Against these standards, whole counties in some instances
are too small for efficient administrative units. Most of the Southern
States need to reorganize their local units and all should consider
further school consolidation. This applies to schools for coloured
pupils especially which are far less consolidated than are those for
white, throughout the Cotton Belt. Several States in the South
offer good examples for sound study and planning of the reorganiza-
tion of their administrative as well as attendance units.

Standards and Salaries for Personnel

Higher standards for teachers would do much to improve educa-
tional conditions in the South. Someone aptly said, “As the teacher,
so0 is the school”

Higher salaries will help but increased attention must be paid to
Tecruitment, preparation, and proper certification of teachers. Pre-
service education of teachers should and eventually will include as
‘high scholastic standards and as much specialised training as are

5
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required for persons in other professions. The training of teachers is-
a costly process and no amount of effort toward having better person--
nel will get far until recognition is given to the need for more adequate:
teacher-education facilities.

With good training facilities provided, it may be necessary to help
young persons who give promise of becoming excellent teachers to
take advantage of them. This can be done through extending scholar-
ships to those who are seriously handicapped financially as is done in

" Florida and Louisiana.

In addition to having new teachers well prepared, it is necessary
to have those in service continue their education so that the school may
advance with the times, This makes it desirable to have more trained
supervisors or helping teachers to carry on in service training pro-
grammes. It also demands greater continuity of employment which
offers personal securily. If then, an effective retirement system can
be established and maintained on a State basis, there will be notice-
able gains in efficiency and spirit of the South’s educational personnel.

Adequate Vocational Education

Training for the right job is another field in which there can be
almost unlimited improvement in the South, This applies to veterans,
as well as to the civilian population including both young people and
adults. Both on-the-farm and on-the-job training prove popular
because these programmes offer an income while the men are in
training. In fact, they zre so popular and so basic to meeting the
needs that full-time vocational schools of secondary educational levels
are under consideration for making them possible.

The South has a pressing need for vocational schools now and in
the future; says a leading educator, “As industrialization goes on, new
and expanded factories will be demanding people trained to do tech-
nical, exacting, and responsible machine-tending jobs. Industry will
soon pick and comb the Sputh for skilled workers who can and should
be trained in well-equipped irade schools which function on an ade-
quate size area basis.”

Higher Educational Institutions

The soundest and most durable solution of some of the knottiest
southern problems lies in the expansion and improvement of the entire
higher educational system. It is the college-trained that should take
the leadership in the cultural and technical advances which will shape
the South’s future. But people must be taught laboriously and effec--
tively and brought gradually into an understanding of the needs of our:
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society and of their responsibility for its successful functioning. Soutfvl-
ern colleges and universities that want to live and serve will equip
themselves to provide this training in both a qualitative and a quanti-
tative sense.

Fducation In The Use Of Resources

In the South as well as elsewhere education for the fullest possible
use of local and regional resources is gaining momentum. This newer
type of education is based on appraisal and utilization of the environ-
ment in meeting the needs of the people. Briefly, it is concerned with
the health and intellectual development of the people and requires
understanding of the potentialities of the natural environment together
with intimate familiarity with the customs, technelogies, values, and
attitudes as they are interwoven in the social structure of the locality
or region. As subject matter, it cuts across the several fields of learn-
ing—physical sciences, social sciences, and humanities—with an
emphasis which is broader than the horizons of conservation education.

Since the task of using available resources in education is magni-
fied in proportion to the number and nature of the socio-economic
problems existing in a given area, methods and curriculum must be
adjusted and modified to meet the needs in specific situations and
localities. A school which is sensitive to the needs of ils community
usually works with and develops citizens who are cognizant of the
needs of society. Co-operative enterprise is the key for adjusting
education to the needs of people.

Financing Education In The South

Adequate financing of education in any State involves, first suffi-
cient total revenue to provide the services and facilities necessary for
a good educational programme; second, a system of taxation and
revenue distribution which will substantially equalize educational
opportunities throughout the State without placing undue tax burdens
upon the citizens in any section; and third, an administrative organi-
zation which will make it possible for the taxpayers to receive maxi-
mum return on their investments in public education.

The total amount of money expended per child on education in
Southern States is only about half the national average. The South
fares badly with respect to total school funds available despite the
fact that it is making a greater tax effort. The total revenue available
for the support of the public schools in the region is inadequate to
provide a good educational programme regardless of how equitably
it is distributed or how efficientlv it is exnended. ' :
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Finally, improvement and progress in the South’s educational
system depend on the availability of funds for financing the desired
programmes.  Still further progress on the financing of education
can be made. Ambitious plans for school improvement are under
way in every Southern State. Never has sentiment for public edu-
cation been so strong and never before has the public been so insistent
in its demands for better schools. It is evident, however that the
South cannot hope to provide exclusively from its own resources the
revenue necessary for an adeguate system of public education. The
ultimate solution of this problem can be found only when the Federal
Government develops a sound and comprehensive plan for assisting
the States in providing needed financial support for education.

Making “Education Fer All The People” Come True

Evidence is unmistakable that the paramount need in the South-
ern States is to extend the best education which now exists for some
persons so that it really reaches all who should have it and to provide
new types of education for groups now touched in pitifully small
proportions.

Specifically, “all the people” should be interpreted to include:—

(a) "All youngsters of school age (5 to 18), regardless of the loca-
tion of their residence, the colour of their skin, special physical or
mental handicaps which they possess, the parental attitude in regard
to the value of education, or the economic status of their families.

(b) All the youth (18 to 25) years of age, who have not had access
to adequate schooling or who have terminated their education entirely
too soon, whether because of dissatisfaction with schooling of the
usual type or because of economic pressures.

(c) Al those adults whose basic equipment is inadequate for
handling the problems of earning a living, of capitalizing fully upon
their potential capacities, and of practicing intelligent citizenship.

In the first place, the programme of basic education must be more
attractive to children and io adults. Teaching methods need to be
modernized, school surroundings made more livable, the school
programme made active. The better modern materials, such as sound
films, attractive books, and current periodicals, should be available
universally. Teachers need to be encouraged and trained in employ-
ing approaches which are suited to stimulate interest and desires of
the potential students. School activities which have extra appeal to
adolescent boys need to be featured as the vehicle for conveying much
basic education. Dullness, wearisome routine and endless drill, plain
poor teaching, the senselessness of many school offerings—these should
be allowed no longer to cause the withdrawals of children from school,
or the refusal of youth and adulis to keep up again their educaiion.
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In the second place, a climate of publie opinion which manifests
real concern for the attainment of basic education needs to be created.
In many communities a low regard for the value of education exists, at
least among certain groups if not in the entire community, This
fosters separation from school by children and scorn for further school-
ing among youth and adults, Il inhabits the development of an
adequate school programme and chokes off promising attempts to
. raise the educational level. The school itself can do a great deal to
change this “low barometer” of public opinion if it sets about the job
in an intelligent manner, working with other agencies. When the
school acts alone, its potency is minor. Thus, newspapers, civic elubs
farm groups, employers, labour organizations, business associations,
governmental agencies, and large landowners must be led to bear the

brunt of the load if rapid change is to be made; and it should be clear
that rapid change is essential.

Within the rural areas of the South, adequate programmes for
promoting school attendance are extremely rare. As pointed out in
preceding chapters, compulsory attendance laws are loosely drawn,
the age-span and days-of-required-school provisions are entirely too -
low, and the enforcement machinery provided is either inadequate or
largely inoperative. The true problem, however, is not essentially
that of providing better compulsory school-attendance laws, but of
establishing and maintaining school services which can reach and
work with the out-of-school persons and their families.

A third problem to be met in extending basic education to all
the people is that of providing adequate attendance services in all
school systems. This can be expedited through the use of more well-
qualified visiting {eachers Recent years have witnessed a commend-
able expansion in the number of these employed by school systems,
and it is in this direction that further development is essential. A
good visiting teacher, who is of a social worker rather than a law-
enforcement type, seeks to get at the causes of non-attendance, to
eliminate the basic problems which cause separation from sehool, and
to apply individualized treatment in restoring children to school.

A fourth problem to be overcome is that.of raising the economic
status of all family units in the South to such levels as will make
unnecessary the employment of child labour to make ends meet. The
school programime itself can and must play a large part in overcoming
economic penury by acting directly to improve the use of the South’s
resources. The attacks by the schools, however, must be supplemented
by many others. What those attacks shoiild be is the burden of this
entire volume and, obviously, cannot be dealt with adequately in this
chapter.
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Large numbers of children and youth do not receive basic general
education in the South because of the lack of positive, non-exploitative
attitudes and policies on the parts of some employers. The past decade
has seen a remarkable transition away from the practice of recruiting
poorly educated youth at low wages on the part of large industries
and businesses, and a trend toward recommending more education
and paying higher wages to those who have it. It is small-scale
employers, some operators of farms, and some employers of household
help whose attitudes in the main constitute this fifth problem to be

Qvercome.

The sixth problem is that of providing financial assistance to those
children and youth, and to the families of some of them, who cannot
afford to attend school otherwise. In any community the number of
persons needing such aid is small, but in the aggregate they represent
a sizeable group. It is generally agreed that, where necessary, grants-
in-aid to such persons should come from public funds and they should
be made available through regular school and social welfare channels.

The seventh problem lies in the provision of organised educational
opportunities for early childhood—a field in which the South has
made only a meager beginning. Since the proper kind of kindergarten
and nursery schooling coupled with the availability of adequate educa-
tional facilities for parents has demonstrated high efficiency in pre-
venting the rise of difficulties which cause children to drop out of
school later, it seems important that the public school programme be
extended to comprise these levels. If this is to be done, additional
funds must be found, teachers must be educated for the new positions,
suitable school quarters must be provided, and additional school
transportation must be made available.

The eighth problem revolves around providing access to the proper
type of educational facilities for all the people. In indusirial areas
there exist too many overcrowded, dangerous, and restrictive school
plants. In the open country, the schoolhouses are more likely to be
pitiable than adequate; it is true especially that a suitable school plan
for Negroes is the exception than the rule. It has been estimated that
in 1945 more than 50 per cent of the children of the Negroes in the
South did not have reascnable access to an accredited high school
and that one white child in six was similarly handicapped. School
trangportation systems in the South are groaning under a great over-
load, oceasioned chiefly by lack of capital to invest in equipment, with
the consequence that in several states only very meager provisions
are made for getting Negro pupils to and from school. There are a
few bright spots where suitable facilities are being provided for the
education of children who are handicapped by physical defects or who
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are mentally and emotionally atypical, but for the most part such
facilities are non-existent. Other illustrations of shortcomings in t?le
present physical facilities for providing even the minimum essential
access to basic education could be cited, all adding up to further rea-
lization of the fact that here is a problem of major import.

The final problem in making basic education for all come true is
that of making much more adequate usage of the non-school resources
for providing youth and adults with basic education. The rapid
growth of worker education under labour union or other voluntary
sponsorship, the expanding programmes of various governmental
agencies such as the Agricultural Extension Service, the development
«of various forms of educational radio activity, the increasing use of
-community eouncils, these and similar developments seem to offer a
rich resource for improving the basic education of all the people. The
real problem here is one of co-ordinating efforts, of getting agencies
'to realise the importance of the parts they can play, and of bringing
about the co-operative relationships needed between such agencies and
‘the school.

IV. HEALTH IMPROVEMENT IN THE SOUTH

Analysis of southern mortality by age groups reveals to some
‘extent the special nature of sickness problems in the South. The
mortality of infants has long been recognized as one of the most
sensitive indexes of the general welfare. In 1941, 45 out of every
1,000 babies born alive in the United States died before they rached
1 year of age, but of every 1,000 southern babies 60 perished. The
difference in these rates is referable largely to digestive and respira-
tory causes that are on the whole preventable. ’

The disadvantage of the baby born in the South does not cease
-after he reaches his first birthday. From the years 1 to 4, the south-
ern death rate is 3.9 per 1,000 persons compared with 2.9 for the nation.
This disadvantage continues for all age groups up to 55 years. For
the decade 55-64 years, the southern death rate is 23 per 1,000 com-
‘pared with 22 for the Nation. It is only at 65 years of age and over
that southern death rates are lower than the Nation’s.

That the burden of sickness is greater as we descend the income
‘ladder has been repeatedly demonstrated by studies in the South and
elsewhere. In families of low income, illness tends to be more
frequent and also of greater duration than in families of higher income.
This central fact provides circumstantial evidence so to speak, for
the thought that the total volume of illness is higher in the South
than elsewhere in the Nation. The low per capita incomes of the
Southern states undoubtedly mean high per capita disabilities.
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We are in hearty accord with the findings and recommendations:
made by the subcommittee on local health units of the American.
Public Health Association. Some of these are—

1. The delivery of the half a dozen essential primary services of.
public health that should be a function of local government responsive
ultimately and personally to the needs of the community. These-
services are vital statisties; eommunicable-disease control; environ-
mental sanitation; public-health laboratory services; hygiene of
maternity, infancy, and childhood; and health education.

2 One-third of the Nation lives under substandard local health
organization ill equipped to give basic minimum health protection at.
all times and to meet public-health emergencies quickly and efficiently:.

3. In order to provide the organization of workable administra--
tive units of local health jurisdiction, each State should have enabling
legislation, either permissive or preferably mandatory, whereby cities:
and countries may unite to form districts of suitable size for local.
health administration.

4, For approximately $1 per capita every person in the United.
States of America could have minimum basic health services under
a professionally trained full-time medical health officer, with appro-
priate associated professional and technical personnel and equipment.

5. 'This country-wide coverage could be achieved through 1,200
local health units.

6. Essential characteristics of these units are—

' (a) Population of at least 50,000, smaller populations can only-
in rare instances either support or justify an adequate local health
organization.

(‘b) Include no unit of government below the county (except in
certain States where the county is unimportant as an administrative-
sub-division of government).

(c) Include both the urban and rural areas of a county.

(d) Where counties have smaller populations than. 50,000, as is
Fl‘l‘le in 85 per cent of the 3,070 counties of the 48 States, they s:hould
join with one of the more neighbouring counties to form local health
districts following natural trade and transportation areas.

7. The minimum staff required by such a local health unit is -

(3) One full-time medically trained administrative health officer..
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(b) One public-health nurse per 5,000 population, 1 of each 10
of the nurses to be of supervisory grade.

(¢) Two workers in environmental sanitation per 50,000 popula-
tion, one to be professionally trained, preferably as a sanitary engineer.
(d) One clerk per 15,000 population.

{e) Part-time clinicians and dentists and laboratory workers,
dental hygienists, health educators, and other workers as local condi-.
tions require.

Equipping Persons to he Healthy and Live Healthiully

Many of the health problems of rural people cannot be solved
without the actual participation of the people themselves. For that
reason, health education is the essential feature of any programme:-
designated to improve rural health, for in a democracy it is largely
through education that people are awakened to problems and stimu-
lated to do something about them.

Why is it, when the desire for health is so universal among us,.
that individuals are so reluctant to provide the services and facilities
they need and to utilize them and follow in their daily living those
practices that science has shown will contribute to our health? Here
are a few of the possible reasons that may be in our way.

First, there is the necessity that people must know what to do and
act on their information, for only those whose behaviour is in keeping
with scientific principles of healthful living can be assured of a
minimum of illness and disability. Unfortunately for successful health
education, those whose behaviour most needs to be changed are those
that are the most difficuli to arouse to action. Difficult as it may be to
interest people in providing a health facility for the community, it is
much less difficult than effecting changes in the habits of the people.

A second reason may be termed inertia,. We are satisfied with our
own behaviour which has been habitual since childhood, and we are
little interested in changing it. This resistance is heard in, “I have
been doing this all my life and T'm feeling fine today,” or “You know
I've never been to a doctor in my life and I feel] just fine.”

A third reason for lack of success in our health edueation efforts
is the various cultural patterns of behaviour, about which we know far
too little, that cause people not {o do the things that seience has shown
lead us to a healthy life. During the war, the Food Habits Committee
of the National Research Council did a considetable amount of anthre-
pological research, much of which gave a good understanding of ways
in which to attack the nutrition problem. Their pioneering in that field
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:suggests that investigation into the attitudes and resistances of people
toward scientific health practices might be extremely valuable in plan-
ning effective health education.

In addition to the above reasons for the difficulties of edueation for
health among all the population, there are a few characteristics of rural
folk that perhaps increase the difficulties of successful work with them.

One is their independence. The farmer economically is dependent,
‘He develops a kind of independent thinking, and sometimes that inde-
pendent thinking causes resistance to change of behaviour with refer-
ence to all sorts of activities.

The second one is isolation. Because of limited outside contacts,
the rural citizen Jacks the stimulation of contrary points of view, many
-of which help to break down traditional concepts and behaviours.

The third is the reduced exposure to the various methods of com-
munication. Surely he has a radio, but he probably listens to it less
than the people who work in urban shops. For example, in many
stores the radic is playing all day. There is less opportunity to see
the movies, there are not as many posters scattered around, there are
fewer opportunities for discussion and perhaps pamphlets fall into his
hands less frequently and he reads fewer books, magazines, and news-
papers.

Thesc are some of the problems. What are the resources that could
‘be mustered to overcome these hindrances to successful health edu-

cation 7

First, there are throughout this couniry, and here in the south in
‘particular, people organized in a variety of ways. There are the
official agencies, many of which are much more interested in health
than they have ever been. They include the public health agencies,
-education, welfare, the Tennessee Valley Authority, Agriculiure with
its various programmes, the Farm Security Administration, the Bureau
‘of Agricultural Economics, the Extension Service, and the State
Planning Commissions some of which are official and some not. They
are also the people’s organizations, of which many of you are repre-
sentatives, including the farm bureau, the Parent Teachers’ Asso-
ciation, the Farmers’ Union, the League of Women Voters, the General
Federation of Women’s Clubs, labour unions and the Grange, and
State-wide committees such as the one in Kentucky and the fact-
finding group in Georgia. There are the foundations, such as the
Farm Foundation, to which we are indebted for this conference, the
Sloan Foundation, the General Education Board, the Kellogg Founda-
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tion. Lastly, there are the volunteer agencies, of which there are
reputed to be 20,000 in the United States.

How can we mobilize these potential resources for the maximum
contribution to the conservation of our human resources?

First, there must be joint planning on common problems at a
regional, State and local level. The importance of planning together
cannot be stressed too strongly. Attempts at co-operation too often
fail because one person or organization decides on the plan to be
followed and then endeavours to get others to follow the plan he has
decided upon. There naturally develops apathy toward the plan, for
if it succeeds, then the person who made the original plan enjoys
the satisfaction of achievement while the one who co-operated merely
contributea to the success of the planner and has lost any real feeling
of participation.

Joint planning implies a common problem—one in which all co-
operating groups have a common interest. All too often individuals
or groups have their own problems and are unwilling to set aside
their own special interests temporarily to join with other groups on
the attainment of an objective of more general interest.

If there is joint planning on common problems, then all are
-working toward the same end. Where there is independent action
there is produced competition, both for the people’s attention and
for their action, thereby dispersing the available resources in many
directions. As a result people do nothing. When, on cne side, they
are urged to do something about tuberculosis, on another to do some-
thing about a hospital, and on still another to do something about
nutrition, they are confused and in their wonderment decide to wait
until the groups make up their minds on what is best.

“Even where there isn’t competition, where there are differences
in programme, the same type of confusion arises, with the same results,
In addition to joint planning and pooling of efforts to tackle problems
there are a few other things that are necessary for success. There
must be technical leadership. Too often unguided effort of enthy-
siastic people has ended in unsuccessful or wasteful programmes, and
in the feld of health it is most important that technical assistance
on problems that are in very specialized fields be sought from the
technicians. To urge assistance from technical experts who know
both the good and the bad points about a procedure and who can
give the facts, is not to underrate lay people and the intelligent
decisions they can and should make about what to do, provided they
have the technical facts upon which to move. In fact, it is a serioys
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error in health education when the health educator or other publie
health person thinks he has to tell the people all the answers.

Another essential factor for success is an understanding and appre-
ciation of the special skills and qualifications of the many different
types of professional workers contributing to health education. Some-
times, because of their different technical language, it is difficult for
the various groups to comprehend what the others are saying. Per-
haps one method of bringing about better working relationships is to
have personnel who have training in more than one field. This idea
has been put into practice in Puerto Rico. There the education depart-
ment employed people who have had a background in education and
trained them in health. The heaith department did the same. The
extension service of agriculture did the same, The labour department
did the same. So, in these different organizations there are indivi--
duals who know education, who know public health, and who are a
part of the organization. He or she can interpret the contributions.
of his organization to the other groups. In this way the programme
can go forward.




4. THE TENNESSEE VALLEY IS PAYING OFF*

The Tennessee Valley Region today is more prosperous, better
.able to contribute to the welfare of the Nation, and more capable
-of assuming a greater share of national responsibilities than it was
in 1933. The rate of waste and depletion of resources has been
retarded. The people are using their basic wealth of waters, soils,
forests, and minerals more efficiently. At the same time, they are
ausing these resources more wisely so that their productiveness may be
maintained and even increased in fuiure generations.

In many ways Tennessee Valley region has progressed more
rapidly since 1333 than the adjeoining Southeastern regions and the
Nation as a whole. In the past, the region has lagged economically
compared to the rest of the country. In fact, 15 years ago, the
‘Tennessee Valley was losing ground as measured by the growing
-disparity between it and the other regions of the country. But today
the gap is being closed. The Valley is gaining economic stature. It
is producing a better living for more people. It is adding ito the
national strength. But much remains to be done before the full
‘henefit of the Valley's natural and human resources will be realised
at home and in the Nation’s total reckoning.

These results are not accidental. Some of the causes are found
in the nationwide policies and in the world events which have brought
greater strength to the Nation. But the faster rate of economic growth
‘in the Tennessee Valley has been brought about chiefly by the people’s
use of a new method of regional development. TVA's construction of
dams and other physical facilities bevond the scope of individual states
«or of private enterprise has enlarged the opportunities for thousands of
citizens and other agencies—Federal, State, and local—to carry out
‘their specific responsibilities in the conservation and use of resources.
"TVA has served in many respects as a prime mover in this drive for
-an integrated regional development. The responsibility in this regional
‘public corporation for seeing the problems and resources of the Valley
-as a whole has provided a focal point for co-operation among many
people and many agencies,

In the past 15 years, the Tennessee River has been transformed
from a destructive stream in flood time to a water system productive

-+ Annual Report of the Tennessee Valley Authority, for the fiscal year ended
30th June, 1948, pp 3-14.
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the year around. Power production has been multiplied 10 times for
the benefit of farm, home, and industry. Water-borne commerce has
been made possible and is developing in fact between the Valley and
other regions of the Nation. Multiple-purpose river development has
produced subsidiary benefits in recreation, in multiplying fish and
wildlife, and in the control of malaria.

Valley soils, once eroding and dwindling in fertility, are being
restored through use of new and improved soil minerals and shifts
toward more diverse and stable agricultural pattern. Production of
food and fibres is being increased. Forest resources have better pro-
tection against fire and other hazards. Modern management methods
are beginning to place the forests on a permanent basis of productivity.
With greater economic elbow-room, the people of the Valley have
greater freedom of choice in charting their economic future.

Beiter Indusirial Balance

A developing industrial economy has provided new jobs, helped
relieve the pressure of population on the land, created new wealth
and provided new income.

Improvements in Agriculture,

Farm lands were being shifted toward soil-conserving types of
agriculture, In the decade up to 1945, cover crops which hold soil
and water replaced raw crops on a million acres, A milion acres of
land were terraced. Pasture increased, live stock increased and milk
production went up 22 per cent.

Farm tenancy went down 38 per cent in the Valley between 1935
and 1945, In 1945 the proportion of tenancy was lower in the Valley
than in the nation.

At the same time farm productivity was increasing.
Per Capita Income Increases

The extent to which the region is improving its position can be
measured by its proportional increase in per capita income, which
in 1933 was only 40 per cent of the national average. Today it has
risen to 60 per cent of the national average. -

Improved Public Services

Greater economic activity and increasing income have enabled
the States _:md local governments to obtain greater revenues, {o reduce
their public debt, and to improve their public services.



THE TENNESSEE VALLEY IS PAYING OFF 79
The National Gain

The Nation is profitting in other ways from its investment in the-
Tennessee Valley Region. The proportion of individual Federal
income taxes from the 7 Valley States has steadily increased. Rising
incomes have increased the purchasing power of the Valley people-
for goods made all over the countiry. Retail sales in the Valley
increased, an increase one-third greater than that in the Nation and
well ahead of that in the 7 Valley States.

The development of electric power in the Valley, which has.
resulted in trebling the number of residential power consumers in the-
region and quadrupling the average use of electricity per customer,
has provided an increasing market for electiric appliances.

The 140 municipal and co-operative systems which distribute TVA
power invested $43,000,000 of their own funds during the fiscal year:
to expand and improve service.

TVA funds, from appropriations and power system earnings over
the past fifteen vears, have contributed to employment and income
in every State in the Union, where purchases ranging from a few
thousand dellars to millions have been made.

Economics of Multiple-Purpose Projects

The Tennessee was the first large river system io be completely-
controlled by multiple-purpose dams and reservoirs. The development.
was a pioneering project designed to provide more economical flood
control, more economical navigation, and more economical than could
have been obtained by single-purpecse developments.

With navigaticn and floed contrel being provided at economical
cost compared with similar facilities elsewhere, the power investment
which represents about 60 per cent of the total investment in naviga-
tion, flood control, and power facilities is proving financially sound.

TVA Benefits Extend Beyond Valley,

The multiple-purpose system of 26 dams and reservoirs which con-
trols the Tennessee River extends its benefits beyond the borders of-
the Valley.

Demonstration in low retail power rates

Power operations in the Valley region have thrown light on im-.
portant phases of power economics. TVA wholesale generation and.
transmission operations are reported separately and s¢ are the retail
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.distribution operations of the municipal and co-operative systems serv-
ing 850,000 consumers.

The operations of the municipal and rural electric co-operatives
have demonstrated the effect of low rates in stimulating greater use

-of electricity.
TVA Chemical Research Aids Industry

TVA’s plant-scale chemical research at Muscle Shoals has aided
‘industry while serving the needs of the soil, and farmer and the con-
.sumer of food and fibre, ’

TVA Phosphates on Nation’s Farms

TVA phosphate fertilizers were being used in test demonstrations
.at the end of the fiscal year on 2,100 farms in 19 states outside the
"Valley, revealing to farmers the results produced by the proper use
of this key soil mineral and the savings made available by use of
“high-analysis fertilizers.

Forest Resources Pretected

With half its land area covered by foresls and woodlands, the
‘Tennessee Valley is one of the large timber and wood-working areas
.of the country. The Valley produces 10 per cent of all oak and 12
‘per cent of all popular lumber consumed in the country.

TV A, through co-operation with State and local forestry agencies,
-has been instrumental in extending proiection against forest fires, has
provided millions of seedlings to help reforest thousands of acres an-
nually, and has brought about the establishment of several hundred
large and small forest management demonstrations of sustained yield
-on privately owned tracts,

The Method of Developient

Not Jeast among the elements of progress in the Tennessee Valley
-sinece 1933 is a new approach to the problem of resource development.
“The new approach begins with the organization and the scope of
responstibilities set out in the TVA Act. Geographically, TVA’s area
-of operations is for the most part limited to a natural region, the drain-
.age basin of the Tennessee and its tributaries. Its headquarters are,
'py the terms of the Act, located in the region rather than in the nation-
.al capital so that its Board and staff work in close proximity to the
iproblems and the people.
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-TVA’s job is to see the Valley and its problems as a whole; its
‘planning responsibilities extend to all the natural resources in the
‘region in which its operates. In its exercise of these responsibilities,
its methods are primarily those of assistance, stimulation, and co-
-ordination rather than regulation and contreol. In this frame-work,
it has tried to bring a sense of cohesion and regional direction to the
‘work of other agencies, Federal, State, and local, concerned with the
‘various aspects of resource development. The TVA has encouraged
State and local agencies to expand and gain strength and effectiveness
in the fields of their specialized interests; the TVA has tried o help
“them become more fully aware of the way in which their activities are
related to activities of other agencies and the opportunities for the
-econcmic growth of the region. In this job, TVA has sought to create
.a climate which gives broader scope and more precise effect to the
initiative, intelligence, and ability of the people of the wvalley.

The effectivehess of this integrated approach to regional develop-
‘ment may be illustrated in the control of the Tennessee Rivers System,
“which, uncontrolled 15 years ago, had great and varied possibilities.
It is not difficult to imagine the confusion which might have followed
‘had several sets of engineers, each responsible to a different agency,
-attemptied to develep the river for flood control, navigation, and power.
*Conflict over dam sites, storage and release of water, and other prob-
lems, each to be settled among separate and autonomous agencies,
would have caused delay and higher costs at least, failure at most.
“The subsidiary problems and possibilities such as fish and wildlife
-development, recreation and parks, and control of malaria, each of
“them falling into the field of interest of a separate administrative
-organisation of the Government, would have received less attention,
- fewer results.

These problems have been met in the Tennessee Valley through
“the integrated approach to the varied problems of river development
as parts of a whole; at the same time, the specialized inierests and
: skills of other agencies have found a broader scope in which to ope-
rate. Given the responsibility for the whole job, TVA was able to
“pool the special talents of the flood control engineer, the power engi-
neer, and the navigation expert to plan, construct, and to operate a
. system doing justice to all these purposes within the limits set by the
-engineering facts and the policies laid down in the TVA Aect. In the
same way, for example, TVA was able to achieve distinctive success in
the control of malaria which, on a system of reservoirs like that of
" TVA, calls for merging of the skills and knowledge of engineers, mala-
“riologists, biologists and local public health and educational agencies
..all working towards the same end.
8
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At the same time, the skills and knowledge of specialised Federal.
and State agencies have been used to increase advantage of the co-
operation of the United States Bureau of Public Health and State-
Health agencies, and in its fish and wildlife development the co-opera-
tion of the United States Fish and Wildlife Service and Departments
of conservation of the various States. These in turn benefitted from
the TVA integrated development. The Fish and Wildlife Service has-
increased its facilities through the use of TVA lands and waters in its.
programme, as have the States. TVA research on the changes in
acquatic life in its reservoirs as a result of changing a running stream
into a series of lakes provided the scientific data on which State de-
partment of conservation were able to decide to open the TVA waters .
to year round fishing, with no closed seasons, thus increasing the
recreational values of the lakes and the quantities of fish taken without
detriment to the continued produectivity of the fish population.

A whole catalogue of similar examples could be cited in which the
people of the region, through their familiar existing agencies subject to.
local control, are taking more and more responsibility for the conser- .
vation and development of their resources along lines of their own
choosing, based on increasing knowledge and onr new physical develop- -
- ments which have been created. The limited local planning which
TVA encouraged in communities effected by its construction and ope-
ration of reservoirs has resulted in increasing planning activities by
the States and the extension of planning to about 80 local communities
not directly affected by the TVA development through the establish-
ment and finanecing of local planning commissions. One of the most
familiar examples of assumption of initiative and responsibility by
local people is in the electric power field, where TVA operates the
generating and transmitting system but the distribution of power is.
in the hands of the locally owned and managed systems.

The Continuing Task

Although much has been done in the last decade and a half t¢ -
bring about a better, more productive relationship between the
people of the region and their resources, the task is far from finished—
if, Indeed, it can ever be considered finished. The conservation and .
development of resources is a continuing process in which new op--
portunities arise as fast as old problems are solved and left behind.

Per capita income in the Valley—even after the substantial
advances made in the past 13 yvears—is still only 60 percent of the
national average. The people of the region are far from realizing the-
full development justified by their resources. Although a beginning
has been made. the forests and agricultural lands of the Valley are-
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still not recovered from the ravages of generations of waste and misuse.
They are capable of much greater productiveness. The development
of industry in the Valley has helped relieve the pressure on the land and
has increased the income of Valley people, but it is still less than is
}ustified on the basis of Valley resources or the initiative and skills of
its people. Although rural electrification has advanced at a swifi pace,
nearly haif the farms are still without electric service and many of
those which have it have not yet taken full advantage of its possibili-
ties in the advancing mechanization of farming. A programme of
continuing expansion of power supply will be necessary for several
years to assure the valley the electricity its rate of growth will require.
Though the progress that has been made in many aspects of resource
development is substantial, the job that lies ahead is still great and in
many respects more difficult, more complicated.



5. THE WIDENING OF ECONOMIC OPPORTUNITY
TBROUGH TVA*

At the outset it should be indicated what is meant by the “eco-
aomic opporturity” which the methods of the TVA will broaden and
strengthen. Briefly put. it is the opportunity for a continuous and
major expansion in the production and the use of goods and services—
in short, a constantly rising standard of living for the whole people.
‘By economic opportunity is meant, further, that these increasing
material benefits shall be enjoyed under a democratic regime. Under
this conception the average man and woman must not be forced to pay
for a rising standard of living by the sacrifice of his civil liberties to
the demands of a remote and overceniralized government over which
he can exercise littie effective control. Neither must he in exchange
for a rising standard of living yield up his economic destiny te a con-
centration of business groups so powerful that the small business man
or farmer must submit to the conditions they impose, or perish. And
finally, let it be made clear that in discussing the expanding economic
opportunity in this country, the writer does not refer to the oppor-
tunity for the relatively limited number of already powerful
business or governmental institutions to add to their strength; but
rather the economic liberty of the average man, of human beings
rather than institutions, and particularly of the nine-tenths of our
population now insecure, whose economic freedom is threatened by
the steadily rising tide of concentration of power.

It is the furthering of economic opportunity in this sense that is
conceived to be the most significant thing the TVA is doing, and viewed
as a whole, it is this that constitutes the ultimate objective of the TVA
undertaking.

The National Funciion of the TVA

That the TVA carries on almost entirely within a particular region
(the exceptions are few but important) does not mean that TVA is not
performing a national function. For what has been done in this
national proving ground in our efforts to enlarge economic opportunity,
and what TVA will do in future, is of value to other regions of the
United States to which this experience can be adapted. For in a de-

mocracy we learn most by doing.

* Adaptation of an address by David E, Lilienthal, Director; T.V.A. at Colum-
bia University, New York. (January 1940).
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The men and women who day after day carry on the TVA are
recruited from almost every profession, every technical skill, every
trade, and from every section of the country. The work they do covers
almost the full sweep of modern industrial and technical activity.
These skilled men and women are not only building one of the very
largest projects ever undertaken by the people of the United States,
and producing electricity for more than a third of a million homes
and business, for annual revenues of over $15,000,000. These men
have also invented industrial machinery and processes and work-
ed out remarkable new chemical formulae; they have added to
knowledge of the life of the malaria mosquito and devised new
techniques of office management; they have advanced the science of
mapping and of soil chemistry; they have improved upon existing
methods of fish rearing and housing insulation and dam foundation
investigation and ccal carbonization and co-operation between
organized labour and managment. Such achievements as these, and
scores of others, have had an identical goal—to uncover, develop, and
strengthen economic opportunity.

The Necessity for Government Activity to Safeguard Opportunity;
Government Versus Free Enterprise a False Issue

The safeguarding and stimulation of economic opportunity has
been a constant function of our governmental leadership since the
first hours of the Republic.

Time and again government has restricted the freedom of action
of one kind of business enterprise in order that the freedom of other
businesses might be widened. As we lock back today we see that some
of these activities were not in the general public interest; others were
wise and productive. But invariably, when the government has acted
to protect, to promote, to discourage, or restrict business, it has been
compelled to justify its action and it has had public support only where
the objectives could be shown to be the general good.

Nor is it true, as is often asserted these days, that all our hopes
of expansion and increased production depend solely upon private
business; that government never produces or adds to wealth. Such talk
is sheer nonsense,

The issue of governmental action versus free enterprise is a
thoroughly false and mythical issue. To secure and promote economic
freedom governmental action has often been appropriate and neces-
sary; only a doctrinaire would assert in the face of facts everywhere
about us that private business is the sole and exclusive fountainhead
of economic progress.

The real question is, always: Does this particular governmental
action promote and protect economic opportunity for the whole people?



86 REHABILITATION OF LOW-INCOME FARMERS

In the long run is all enterprise, private and public, promoted by this
particular governmental intervention or activity?

Those are the tests that should be applied to the TVA, a modern
device through which the Federal Government is attempting to en-
large directly the economie opportunities of citizens in a particular
area, and indirectly to promote the welfare of the country as a whole.
Though 6 years is a brief time from which to draw eonclusions, the

Authority has specific progress to report, of which a few examples
will be discussed here.

How TVA has Widened Economic Opportunities

TVA’s major activities may be summarized by stating that its
programme is widening the economic opportunity of the people it
serves in the following ways:

First. By rebuilding and fortifying the soil upon which our hopes
of a rising standard of living depend, and by methods which stimulate
and strengthen the private enterprise of farming.

Second. By technical research resulting in new industrial pro-
cesses and machinery, and by making available and interpreting the
facts concerning the region’s resources for use in the initiation and
growth of private enterprise.

Third. By establishing and securing adoption of a mass-consump-
tion pricing policy for electricity.

Fourth. By controlling destructive floodwaters and furnishing

and improved waterway for the movement of commerce and for public
recreation.

Fifth. By the regional integration of agencies, public and private,
Federal and State, upon which future economic growth depends,

The Regional Integration of Activities
Directed to Wider Economic Opportunities

1t is in the integration and the correlation on a regional basis of
these various activities under a single, unified management that the
Tennessee Valley Authority represents a pioneer undertaking of gov-
ernment. For the first time a President and Congress created an
agency which was directed to view the problems of a region as a whole.
In its area, TVA was given responsibility to deal with substantially
all Federal activities relating to the conservation of land and water.
It was created as a public corporation, with autonomy and flexibility
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-guaranteed by its charter. Iis responsibilities cut across the lines of
“traditional jurisdictions, and TVA has thereby become peculiarly
.adapted to coordinate in the field the activities of agencies, private and
public, State and loeal, having for their objeciive the promotion of
wider opportunity for enterprise.

The hopefulness of the TVA effort toward integration lies chiefly
in this: That TVA’s responsibilities are in the field, where the pro-
blems of the people occur and where adjustments can be realistically
.achieved.

The need for integration is plain for all to see. Skilful and imagi-
native co-ordination into a single working arrangement can add a sur-
plus over and above the sum total of the same activities carried on
without this intense concern for their relation one to the other. For
-example, the two purposes: better plant food and soil preservation
-should be brought into harmony by such a process of coordination.

Sometimes you may add twe and two and get zero. Thus, tech-
nical research in the proeessing of farm raw materials, without regard
‘to the life of the soil from which the raw materials come, may result
in an exhaustion of the soil. That may mean the early death of the
manufacturing operation which relies upon those farm raw materials,
An agency responsible for the general increase of economic well-
‘being in a region is under a duty to see that such two activities as these
-are carried on so they will not cancel out each other, but will, by in-
tegration, add a plus value.

Likewise, an agency, public or private, whose sole responsibility
‘is to supply electricity to farmers, might push as hard as possible for
.an increase in electric revenues regardless of how the farmer used the
power. The TVA, having not only a business responsibility for rural
-electric revenues but an even greater public responsibility for regional
security, is not free to concentrate alone on building up revenues. The
pressure on farmers to pay the electric bill for conveniences might
mean less funds available for the protection and increased fertility of
the s0il. Accordingly, the TVA’s emphasis in iis electric load building
has been upon those uses of electricity which will inerease the income
.of the farmer and substitute in the farmer’s budget added income from

-electricity.

Innumerable examples of such activities engaged upon by TVA
in its integrated programme might be cited. They illustrate the point
that TVA's contribution to expanding economic opportunity is infinitely
aided by its character as a regional planning agency and by the kind
«of administrative practices it encourages.
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%. AGRICULTURAL INDEBTEDNESS AND THE MEANS
FOR ITS PREVENTION AND CONTROL*

Dr. G. Costanzo
I. GENERAL SURVEY OF THE QUESTION

Agricultural indebtedness is one of the most disquieting aspects of
the world crisis, owing to its universal character and to the effects,
not only economic but social, that it produces. The attention begtow-
ed upon it by the Governments and the many measures taken to
-attenuate its consequences indicate the anxiety which it has aroused
by its rapid increase and by its results. As regards the farms, the
principal effect of indebtedness is to render their management more
-difficult or more lax while, as regards the credit institutions, it depletes
their financial resources and thereby renders them partially inopera-
tive precisely at the moment when the farmers have most need of
being aided. Lastly, as regards the community, it destroys confidence
in the credit system. All this obviously depresses the spirit of initia-
“tive and creates a sense of uneasiness, which becomes more and more
. accentuated as proceedings for forced sale become more numerous,
-causing an artificial transfer of property from one person to another
-and consequently disturbing the property market and upseiting the
normal distribution of wealth between the social classes.

When this point is reached, the problem of indebtedness, which
had its origin in relations governed by private law, assumes a public
~character and becomes a question of general interest, calling for the
intervention of the public authorities, who can no longer refrain from

interesting themselves in effects that involve a menace to social and
poelitical order.

If we study the structure of the indebtedness, we find that the
debts that were contracted during the period of high prices weigh
heavily, by the amortisation instalments and by the rates of interest,
on the farm budget; that a fairly large part of the debts was incurred
for purposes of consumption or at any rate, for non-productive pur-
poses; the farms having been worked at a loss, the farmers were
-often compelled to use the money borrowed for household expenses.
In such cases repayment became very problematical.

The co-operative organizations contribute effectively to the strug-
-gle against usury. With reference to these organisations, attention

* International Review of Agriculture; Jan, to April 1937 and May 1942.
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must be specially drawn to the growing tendency on the part of credit
institutions to rely upon such organisations for the distribution of
loans. Taking the view that agricultural credit supplied through the
medium of co-operative societies most surely reaches its proper
destination, the banks endeavour to collaborate more and more closely
with such organizations. The number of loans granted through the
medium of co-operative societies is, in fact, everywhere increasing.

In regard to the rates of interest, it seems essential to establish
a better balance between the interest that the banks receive from the-
borrowers and the interest that they pay to those who supply them
with capital. It frequently happens that the competition between
the banks to attract depositors leads to a raising of the interest they
pay and this, in turn, makes it necessary to increase the interest
charged to borrowers. Certain governments have become alarmed.
by this tendency and have fixed maximum rates of interest.

Whatever may be the general or specific causes of indebtedness,.
whatever may have been the mistakes of the debtors who in the period.
of prosperity have assumed excessive burdens without the considera-.
tion, acting as though the tendency of prices to rise would continue
indefinitely, whatever mistakes may have been made by the creditors:
themselves in being at times too ready to grant loans, all are agreed
that excessive indebtedness is a common and general evil; it is injuri-
ous at the same time to the debtors and the creditors and its effects.
are felt by the whole community. It does not at the present time,
occur merely in isolated instances; it is a widespread phenomenon,
affecting large numbers of persons, and one of its most alarming and
depressing effects, as we have already noted, is seen in the sales of
property by auction; this brings about the collapse of the prices of
land causing widespread ruin and disturbance. If we consider the
consequences, not only economic but psychological and social, of this
fact, and the costs and sacrifices involved in the sudden replacing of’
entire classes of producers, we shall readily understand the necessity
of special measures to deal with this distressing situation.

The cost of the replacements of which we have just spoken cannot,
certainly, be estimated merely from the material point of view. It
must never be forgotten, in fact, that the farmer is attached to his land
and to his vocation by bonds much stronger and more solid than the
manufacturer or merchant; that farming is not only an occupation
for him, but also a traditional mode of living and that the state of
mind of the farmer dispossessed of his land forcibly or by speculative
scheming is socially dangerous. A crisis of confidence is thereby
brought about. The dispossession on a large scale of landowners risks.
moreover compromising irreparably the consolidation (1} of that great
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movement of agrarian reform which since the war has been the cen-
‘tral aim of the policy of many countries and has remodelled their
structure and economic life. The policy of the Governments and the
legislation on the subject are inspired by this diversity of conditions,
but underlying them all there is a common principle—that of calling
upon the community to participate in the adjustment of a situation
the origins of which must be sought in the upheaval that occurred
.after the war in the general system of distribution and consumption,
the consequences of which cannot be borne exclusively by the rural
population but must be shared between all classes of society; it is the
principal of collective respensibility that comes into play, a principle
which, moreover, has been applied in many different fields in recent
~years, its application being imposed by a sense of equity.

The regrettable results of this form of direct public interference
in relations arising out of private law, however justified it may have
‘been by the force of circumstances, have shown the desirability of
‘having recourse rather to measures that respect contractual obligations
and protect the distressed debtors without too greatly sacrificing the
«creditors, such as the repayment of the debt by instalments over a
series of years, contribution by the State towards the payment of
interest, etc. And. generally speaking, it seems to be preferable to
encourage voluntary arrangements between debiors and creditors, as
has been done in several countries, by means, for example, of the
‘supervised working of indebted properties, of the setting up of systems
-of mediation, conciliation, arbitration, arrangements with creditors,
ete,

The formation of special institutions for supplying credit based on
‘the security of movable property has also been contemplated. The
.aim of these institutions would be to eliminate or to attenuate the
wvery dangerous material and social effects of the sale of lands by aue-
tion at disastrously low prices and of the hateful speculations which
result.

Turning again to the question of rates of interest, it would seem
'to be necessary to aim, as far as possible, at reducing the cost of money,
in order to meet the new situation brought about by the crisis. There
-exists, no doubt, great disparity between the conditions in the differ-
-ent countries in this respect, and difficulties of a very different charac-
‘ter have to be overcome in attaining the aim above-mentioned. In-
‘ternational financial agreements might usefully be considered with a
view to lessening the disparity of which we have just spoken. It is
certain that even in the interior of a country, very different criteria
.are often adopted in applying rates of interest to a single branch of
production. It cught not to be difficult to ascertain the causes of
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these differences and perhaps to eliminate them, particularly those-
that give rise to usury.

1¢ must not be overlooked, moreover, that the legislation for the
adjustment of agricultural debts, though one of the most highly deve-.
loped parts of the measures taken on behalf of agriculture by the
States in recent years, is entirely sporadic and, as such, does not usually
possess that organic character which in all legislation is indispensable-
to ensure that it shall be logical and equitable. It consists of tempor--
ary and partial expedients which endeavour {o regulate in the same-
way very different cases and give the impression that the remedy is
worse than the disease. It is essential, on the cantrary, to go to the
root of the evil, which is, in fact, the insufficiently remunerative level
of the prices of products. Every system, therefore, calculated to.
balance these prices seems better to meet the requirements of the case..
In answer to this it may be said that this solution is more easy to-
propose than to carry out and that in carrying out there is risk of fall-
ing into that artificiality that has so often been condemned and that
would again bring about a precarious situation. Newvertheless we are’
ef the opinion that particularly in perfecting the methods of distribut-
ing and transporting products it would be possible to assure to the
producers an adequate margin of profit. In intermediary trade there
ara still possibilities of taking action for the benefit of the farmers.

The solution of the problem of agricultural indebtedness by raising
of prices has been effectively supported by the Swiss Peasants’ Secre-
tariate. After a careful study of the conditions of Switzerland the
Sacretariate has asserted that to judge of the question of indebtedness.
in its entirety it is indispensable to compare the effects of a reduction
¢f the debts—or, which comes to the same thing, of the interest-—with
{re effects of measures taken with a view to raising prices, or, in other
words, of enlarging the margin between the costs of production and
the gross return, It appears from a grouping of accountancy results.
by classes of indebtedness carried out by the Secretariate that, taking
average for all farms, a total rice of 3 per cent. in the general level of
prices, that is, a rise of 1 centime per kilogramme of milk, of 6 centimes
ver kilogramme live weight for slaughter caitle, and of 7 centimes
for pigs, would, of itself, improve the situation more than if the rate of’
interest remaining the same as it now is, the farmers whose indebted-
nass amounted on the average to 4,000 francs per hectare, were reliev-
ed of the payment of interest on 1,000 francs per hectare. For small
farms, moreover, it is noted that it is even only when the indebtedness
exceeds 7,000 francs that a reduction of 25 per cent in the rate of
interest would give more efficacious relief than a rise in prices of 5
per cent. On the other hand, in the case of large properties this is
possible even when the indebtedness is between 2,000 and 3,000 francs..



AGRICULTURAL INDEBTEDNESS AND ITS PREVENTION AND CONTROL 95~

Thus a general reduction of interest in the proportion of 25 or even 50
per cent would, above all, be in favour of the large estates.

This Swiss Peasants’ Secretariate arrives at the conclusion that
the removal of indebtedness cannot help agriculture, considered as a
whole, if the relation between the cost of all the means of production

and the prices of agricultural produects is not, at the same time,.
improved.

The idea that has just been put forward is shared by the Govern- -
ments of many of the countries that have suffered most from indebted-
ness and that have rightly endeavoured, as we shall see in the second .
chapter of this study, to carry out programmes for the general adjust-
ment of the national agriculiural economy. Thus, for example, in
Romania, a typical country in respect of the difficulties caused by
indebtedness, it has been recognised “that with a better organisation of
production, agriculture would have been able to dispense with the-
intervention of the State, thus avoiding the experience of exceptional
legislation and that this policy of the relief of indebtedness will be-
more strongly supported by effective organisation and the improve-
ment of agriculiural technique.” In the same way, in Yugoslavia the
Minister of Agriculture declared recently that the total remission of’
debts would not be in the interest of the farmers themselves; that
what is essential is to raise the prices of agricultural products, which
would enable them to pay their debts and to live a less hard life and
that if their debts were entirely remitted it would destroy what little-
credit the peasants still possess.

II. AGRICULTURAL DEBTS AND THEIR ADJUSTMENT

Statistics of agricultural indebfedness either do not exist at all—
and this is most frequently the case—or are incomplete or defective,
In certain countries special inguiries have been undertaken on the
subject of agricultural indebtedness. In other countries little has
been done, as a rule, beyond making estimates on the basis of conjee-
tures and indirect indications. It is certain, on the other hand, that
the compilation of statistics of agricultural debts that would enable
comparisons to be made between the different countries would be of
the highest interest. We must not, however, overlook the difficulties:
of method and other practical difficulties that stand in the way of such
an undertaking. It must not be forgotten that while for part of the
debts (mortgage debts) there exist sources from which statistics ecan
readily be compiled, this is not true even for debis contracted with
banks in the form of bills, whilst it is almost impossible to obtain sta-
tistics of debts on note of hand contracted with individuals.

In any case, if such statistics were compiled, they would only be
useful if they were specialised and local; aggregate and general studies
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would not be satisfactory; moreover, to form a precise idea of the
‘burden of debts and to make comparisons, it is rot sufficient to compiie
statistics of indebtiedness in terms of capital, but it is essential to know
the importance of the indebtedness in relation to the return from the
farms. It is, in faet, notorious that these iwo factors hardly ever are
in proportional relations with one another; least of ail in periods of
crisis and monetary disturbance.

Farm indebtedness became particularly heavy owing to the agri-
cultural depression which in several countries clearly showed the
critical financial situation of many holdings. It will be remembered
‘that during the inflation period which gave the farmers, whose pro-
duce commanded high prices, the illusion of prosperity, large credits
were granted tc producers. The large profits then secured made the
very onerous conditions on which these crediis were granted seem
‘tolerable. The facility with which they were granted and accepted
and the use to which they were pui by the borrowers were such that
+he loans were not alwayvs advantageous and profitable. New lands
were bought, new buildings were erected and existing ones were en-
larged, plants of different kinds, mostly very expensive, were installed.
‘But this situation which is characteristic of war-time economy, could
‘not long outlast the war itself. After the 1920-21 deflation the prices
of agricultural products fell rapidly, while many of the principal items
of cost of production were not deflated. This was true more especially
of fscal and social costs, wages, interest on debts, etc. Agriculture
therefore had to endeavour to adjust costs to price levels. The index-
numbers of prices of agricultural products and of the principal means
of production showed a wide disparity. During the period from 1924
to 1929 the agricultural situation had improved almost everywhere;
and yet, even at the prices ruling during that period, the price-costs
ratios in agriculture were unfavourable {o the farmers. In Switzer-
‘land in 1928 the index number of prices {1914=100) stood at 151, that
of the costs of production at 172; in Holland in June 1929 the index
number (1910-11 to 1913-14=100) stood at 129 for farm products, 204
for wages, and 162 for all costs; in Sweden in 1927-28 the index num-
bers (1909-13=100) stood at 143 for farm products, 196 for wages, and
‘152 for the goods purchased by farmers. Thus even before the begin-
ning of the agricultural depression, the maladjustments in agriculture
were alarming. The falling prices which started in 1930 became
extremely rapid. while a reduction of costs was exceedingly difficult
‘to achieve. In1930-31 the International Institute of Agriculture, while
studying the price relations for some important agricultural staples in
certain countries on the basis of calculations based on farm account-
-ancy data, observed that in many cases prices were below production
costs. It is readily understood that, under such conditions, with prices
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~which, for instance in 1931, had fallen 50 percent, even very moderate
:charges could represent an excessive burden.

Moreover, it is evident that the cost of mortgage credit under
loans arranged during the inflation period, and therefore based on arti-
ficially swollen land-values and on abnormal rates of interest, weighed
heavily on the farmer. Such loans were no longer in keeping with the
conditions. Thus frequently the gross profits of the farm were below
the interest charges for the debt, so that their payment became impos-
sible and in the countries most severely affected by the depression the

‘banks had to take steps to avoid wholesale failures. Thus, for instance,
.in the United Staties not only the service of the debts but even the
“taxes were not met, with the result that the number of distraints on
‘farms and of foreclosed mortgages increased greatly. Distraint for
taxes or debts, which fell in 1929 to the lowest figure recorded for
‘many years, more than doubled in 1932. The total number of farms
distrained on in that country rose from 19.5 per thousand in 1929 to
208 in 1930. 26.1 in 1931 and 41.7 in 1932,

The consequences of this state of affairs were felt by the whole
community, Governmenis could not disregard the problem of agri-
-«cultural indebtedness, and a great effort was made to set it in order.
-According to the nature of the measures taken for this purpose the
countries can roughly be divided into the following three groups:

The first group is that of the Governments which took radical
‘steps for releasing farmers from the burden of indebtedness. The
:second is that of the Government which, while engaging in direct
action in the matter of agricultural debts, have limited their measures
‘to helping the debtors without seriously interfering with the interests
_-of the creditors. The third is that of the Governments which have
‘tried to help indirecily, by a general policy for strengthening and
‘protecting agriculture economically, without infringing the principle
.of the respect of contractual obligations.

The first type of policy and legislation has been followed in some
parts of Central and Eastern Europe; it is characterized by the com-
“pulsory conversion of farm debts or by the legal reduction of interest
rates, and in some cases of the capital amounts due.

The second type of policy and legislation which in some countries
‘has been combined with the first type, finds its concrete expression in
measures for the repayment of loans by instalments, for the suspension
of mortgage foreclosures and distraints for debt, for securing by special
‘methods of procedure direct agreements between debtors and creditors,
the fixing of minimum prices for properties distrained on, etc.

7
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The third type of policy and legislation is that generally adopted
in those countries in which the economic organization is based on
spontaneous action. The Governments endeavour to aveid as far as.
possible all official action for the compulsory modification of private
jaw, contractual relations arising from the financing of farms, the aim.
being to relieve agriculture from the burden of excessive indebtedness.
by action taken to assist and improve agricultural economy.

A fundamental study of the matter shows, however, that most of
the measures taken to reduce the burden of debt have only been pallia-
tives dealing with effects rather than causes, and have only endangered.
the future working of credit. Creditors have reacted energetically
against legal coercion which altered substantiallv the relations between
dabtor and creditor and gave rise to great uncertainty in the maftter
of agricultural credit. The methods adopted for assisting agriculture:
have been severely criticized by the lenders, more especially by the
banks. The effects to which these methods gave rise were harmful to-
credit in general, and more especially to the debtors whose real con--
dition was not improved, as at the end of the delay granted them for-
the repayment of the debt, the creditors recovered their rights and
could claim the capital amount, and as the debtors were not, as a
rule, able to pay it their situation again became so critical that they
were liable to eviction from their farms. Such cases were not rare..
As to the banks, the fact that some of their losses were covered was.
not always sufficient to induce them to convert the loans, as by such
action they would have immaobilized large sums for a certain time.
This was indeed the problem which the conversion of agricultural
loans raised for the banks. On the other hand, the partial remission
of debts was not in the best interest of the farmers themselves, as it
destroved even the limited credit that they previously enjoyed.

In some cases the shock given to the machinery of credit reacted
upon national finance as the measures taken for disencumbering agri-
culture often involved the Governments into large scale financial
cperations. We need only mention in this connection the measures
taken for disencumbering the Eastern provinces of Germany under the
law of 31st March 1931, which allocated 561.7 million RM for dis-
encumbering 41,435 estates. Again, in the United States the Federal
Bank and the Land Bank Commisgioner in the period 1st May 1933-31st
December. 1934, made 575,840 loans for 1,494 454231 dollars with a
view to adjusting the farm mortgage debt to existing conditions.

The unsatisfactory results of the various measures tried, and the-
fear that similar credit situations as those above referred to, which
have done so much harm to agriculture, might again arise, have led to
the consideration of the advisibility of taking measures to prevent the-
recurrence of over-indebtedness.
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Nature and Chief Forms of Qverindebtedness

The concept of overindebtedness is necessarily relative. Given the
special conditions of a farm and the personal status of the farmer,
indebtedness may, in specific cases, be either normal or excessive.
Thus again, a farm which may be normally indebted under the agri-
cultural conditions prevailing in one country, may be overindebt-
ed under those prevailing in another. The different cost, price, and
income movements in the several countries and the difference in the
standards of living are such that a farm may in one case be normally
and in another excessively indebted. It is difficult to set up a stand-
ard by which to judge when normal indebtedness gives place to over-
indebtedness. The limits between the two conditions can only be
indicated empirically. In some countries estates are considered exces-
sively encumbered when the indebtedness exceeds a certain percentage
of the assets per hectare in others a fixed percentage of the price per
hectare is laid down or else a percentage of the yield or of the taxable
value or of the appraisement value or market value of the land.

As the problem at issue is eminently a practical one, it is not easy
to theorize on it; it would however seem advisable to note some of the
distinetions drawn by the more recent writers on the subject.

A first fundamental distinetion which is usually drawn is that
between objective and subjective indebtedness. If considered exclu-
sively from the standpoint of farm economy, indebtedness exists when
the service of a loan invested in the undertaking does not exceed the
net income which can be secured under the mode of farming practised
in the country, with the labour there available, and at a certain rate
of prices and costs. The estate is considered to be overindebted from
the standpoint of farm economy, ie., from an objective standpoint,
when to meet debts or curren! or matured repayment guotas, the
farmer has to sell at a loss his working equipment and means of pro-
duction (implements, machinery, livestock ete.) thus endandering the
future working of the farm.

Overindebtedness arises from the variable reciprocal action of a
whole series of factors, such as the relation between the amount of
borrowed capital and interest and amortization costs, on the one hand.
and the yvields, the prices of the products, the cost of labour, the pur-
chase prices of the means of production, and the standard of living
of the farmer, on the other. Obviously, the behaviour and the inten-
sity of the several factors may render overindebtedness more or less
heavy, or even liquidate it. Moreover, the action of any one of the
said factors may cumulate with the effect produced by the alteration
of another factor, or may offset it. This occurs for instance when high
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natural vields eoincide with low prices for products, moderate rates of
interest, and large debts.

There are also other causes the intensity of which may give rise
to.overindebtedness, causes directly connected with the personal situa-
tion of the farmer, the amount of his capital, the standard of living
of his family, its composition and the age of its members. In such
cases we speak of subjective indebtedness.

Of course subjective causes enter also into the formation of objec-
tive overindebtedness. A typical example is afforded by the influence
which the personal ability of the farmer may have on the volume of
yields and on costs.

Moreover, the effects of objective overindebtedness may be atte-
nuated or intensified by subjective overindebtedness; hence the prac-
tical importance of the distinetion thus drawn.

In the peasant family type of economy which is prevalent in many
countries the management of the family and of the farm forms an
indivisible whole. Consequently good receipts obtained from the
farm may be absorbed by heavy family liabililies or the losses on
the farm may be offset by the lowering of the standard of living of the
family. A farm objectively overindebted, which is worked exclusive-
ly by members of the family, may be able to hold its own if they live
on a modest scale and aceordingly have a smaller expenditure of cash
than would be required for hired labour. On the other hand, if a
farmer whose farm is only moderately encumbered has heavy family
expenses, he may find himself in difficulties, although the farm itself is
not overindebted.

Absolute overindebtedness is often incurred in the act of the pur-
chase of the holding. This generally occurs in those cases in which
the purchaser does not realize the relation existing between the farm
incomes and costs, and therefore pays more for the farm than it is
worth, without disposing of sufficient means of his own to make the
purchase.

The extent of the overindebtedness of the estate as such depends
on the excessive purchase price of the land, and of farm buildings, and
on the proportion of the purchase price covered by the purchaser’s
own means. The smaller these are, the heavier will be the indebted-
ness incurred.

Now, as it takes a long time to recover the capital invested in
agriculture and as, therefore, even under favourable conditions. loans
can only be extinguished by small instalments, long ferm indebted-



AGRICULTURAL INDEBTEDNESS AND ITS PREVENTION AND CONTROL 161

ness, owing to the impossibility of foreseeing market conditions for the
whole duration of the loan, and to the special conditions prevailing on
the financial market, represenis a heavier risk for the farmer than
does short-term indebiedness. This is all the more evident when we
consider the extremely dynamic character of modern economy. charac-
terized as it is by sudden and often very heavy falls in the price of
products. An unfavourable turn in the prices of farm products may
make it impossible even for a farmer who is free from debt to meet
out of his receipts the normal requirements and costs of the farm.

A special form of overindebtedness deserving of mention is that
incurred to meet the cost of rural buildings. Their cost depends, as is
known, on the stage of development in building technique, on the
degree of organization attained by the building material industries,
and on the degree of organization of the workers in the building
trades. The difference between building costs and the price of agri-
cultural products, a difference unfavourable to the farmer, which may
exist at the time of construction, has to be met by loans on which
interest will have to be paid for generations. Accordingly high build-
ing costs are in many cases the real cause of overindebtedness.

Another form of overindebtedness which of late years has often
occurred in connection with the agricultural depression, is that due to
the change from one form of farming to another. Given the depres-
sion of the prices of certain farm products, farmers have often turned
their attention to other branches of agricultural activity. This neces-
sitated the investment of large funds and involved, during the period
of transition, the absence of receipts,

Finally, a special form of overindebtedness is that caused by the
tightness of the money market due to general lack of confidence and
to widespread uncertainty as to the advisability of agricultural invest-
ments. In such cases farmers have to apply to the banks for the
money they require, for which they have to pay very high rates of
interest.

The Credit Policy of the Banks

In discussions on agrieultural overindebtedness and its causes the
question is often raised as to the responsibility for this abnormal situa-
tion which in many cases has led to the ruin of agricultural estates.
An examination of the many reports on agricultural credit during the
depression of 1929-30 shows, inter alia. that a great number of banks,
departing from their traditions of prudent managements, were too
liberal in financing the farmers during the war and the first post-war
vears. They made loans to persons who were working at more than
normal capacity and often in good faith they made risky investments.
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Such loans could no longer be described as normal farm financing
operations, but were rather in the nature of commercial credits. On
the other hand, the habit had grown up over a period of years of
borrowing without measure for all sorts of purposes. In the fat years,
numbers of people purchased land and started farming it without
possessing the qualities of a farmer. Moreover among the farmers
who had set up on their own account after the war, there were many
who started with quite inadequate financial resources. Worse still,
the banks had often encouraged this unhealthy tendency. During the
years of prosperity money was freely offered to borrowers. The lend-
ers secured very high rates of interest. New Banks opened every-
where. High prices actied as a stimulus. In the report on the over-
indebtedness and disencumberment of Swiss agriculture published by
the Swiss Peasants’ Secretariate in 1934, the facts we have stated are
confirmed. Emphasis is laid on the inprudent way in which credits
were granted, the banks being “concerned only with the security given
for their investments without regard for their advisability in the inter-
ests of national economy. Thus farmers were granted credits to an
almost limitless extent, provided they are able to give good security
because mortgage investments were considered safe. If more conside-
ration had been given to lending only what the farm could stand from
an economic standpoint, a great number of loans would never have
been made”. Other writers have expressed much the same opinion on
the subject of the excessive lending policy of the banks. With refer-
ence to what occurred in 1933 in the Canton of Berne, it has been
remarked that credits were granted in too mechanical a2 manner and
that too little care was taken to get at the heart of the matter. Thus,
when the borrower could offer a sufficient number of sureties, loans
were granted without enquiry being made to see whether the charges
exceeded the economic possibilities of the farm.

Likewise, in a report on agricultural credit in Hungary in which
reference is made to the breaking-up of large estates, it is noted that at
that time the financing of purchases of land by small farmers was
lacking in organization. The banks made the loans without due in-
vestigation and without first assuring themselves that the borrowers
were solvable. Urged by the desire to acquire land, the farmers
assumed liabilities beyond their capacity to pay. Later on, the banks
were compelled to take possession of the land thus purchased. By
deing so the losses of the banks were reduced but the public interest
suffered by the fact that a very large area of land thus came to be
owned by the banks.

Two conclusions may be drawn from these facts and from others
which for the sake of brevity we omit to mention. The first of these
conclusions is negative ie. that credits were often granted during the
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period under consideration without adequate caution, thus weakening
‘the financial structure of the agricultural credit institutions and under-
mining confidence. The second conclusion is positive, i.e. that a pru-
.dent and discerning policy on the part of the banks acts as a moderat-
ing influence in the field of agricultural credit. For this purpose,
‘banks should be exceedingly circumspect in making loans to farmers.
"They should never lose sight of the fact that the characteristic feature
-of agriculture is slowness of production and marketing; that it is the
.industry most exposed to suffer from natural calamities; that its
Teceipts are seasonal and uncertain; that it cannot count on large profits
which can enable it to stand high inierest charges, and that when the
farmer borrows on conditions which are too burdensome, the loan
instead of helping him lands him in bankruptey.

Therefore an agricultural credit policy should above all things
-aim at increasing the borrower’s productive capacity; and this means
that the use to which the loans are to be put should be strictly super-
vised, and that they must be in keeping with the average returns of
the farm and with the farmer’s ability to repay them.

Fortunately, if some banks have not always taken into account
‘the special conditions of rural economy, and more especially the low
Teturn on capital invested in agriculture, others, more especially public
ufility banks specialised in agricultural credit transactions, act as a
tule in conformity with the principles laid down above.

Apart from those countries in which the several forms of agricul-
‘tural credit have attained a high degree of perfection and development
-as the result of long experience, we shall mention another group of
countries where agriculture is of prime importance, and indicate cer-

‘tain features which characterize the present organization of their
.agricultural credit. .

In Rumania, {for instance, the National Agricultural Credit Bank,
founded in 1937, is so organised that it can postpone the date at which
the peasants must settle the loans granted on farm produets so as to
-avoid the need of underselling their crops. The Bank is also required
by its statute io enquire into the use 1o be made of the loan and its
.advisability. This is very important, as the precarious condition of
some of the banks is ascribed to the absence of all contrels on the use
of the loans they have made. The result of careful selection of the
.applicants is that good farmers can go ahead and purchase land from
the incompetent farmers who are no lenger able to get credit.

In Bulgaria since 1935 the Agricultural and Co-operative Bank has
Introduced a new method of farm financing, according to which a pre-
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liminary study is made of the amounts to be lent. In ascertaining.
the solvency of applicants for loans the Bank takes into consideration
not only the estate. but the nature and yield of the crops. Acting on
this system the Bank has reduced the credit to doubtful farms and to
those offering certain risks even if they afford adequate material
security. The whole policy of the Bank is now directed towards en-.
couraging the gradual increase in the productivity of national agri-
culture. Thus the Bank is helping not only to raise the productivity
of the farms but to consolidate them, thus rendering the lpans them-
selves more liquid. Henceforth loans will be granted to the extent
corresponding the real needs of the farmers in such a way as not to-
endanger their economic and financial position.

The Agricultural Bank of Greece, founded in 1929, acts on similar-
lines and only makes loans on specially favourable conditions to.
farmers if they undertake to use the improved methods of cultivation
recommended by the Bank or carry out the agricultural plans it has
laid down.

To avoid the drawbacks of ill-regulated credit, some countries
have encouraged the foundation of special banks placed under Govern--
ment control. A notable example of this policy is afforded by Hun-.
gary where the Government had to solve two closely interrelated.
problems, namely, that of making part of the large estates available
for small holdings (agrarian reform) and that of the provision of agri-.
cultural credit facilities. As long experience has shown, it is not wise
to leave to the judgment of the small farmers the conditions on which
they purchase land and secure the loans required for that purpose, as.
the desire to acquire land is so strong in Hungary that the farmer,
however sensible he may be, easily gets involved into excessive liabi-
lities. Under these conditions the Government has had to interfere-
to an ever greater extent with the sub-division of estates and the eredit
transactions to which such sub-division gives rise. If the banks were
willing to make loans to purchasers of land, the Government could not.
allow them to be the sole judges of the satisfactory nature of the con-
ditions on which they made them. These considerations led to the
enforeement of strict supervision by the authorities of the sub-division
of private estates, so as to control the price of land and the conditions
of purchase. Moreover, the Government has given financial support
to the land-banks, enabling them to lend on favourable terms for the -
purchase of land by small farmers., Thus the land-banks and the
Government itself make a careful investigation into the economic
resources of the borrowers so as to prevent them from undertaking
excessively heavy liabilities.

To ensure the application of rational principles to the distribution
of agricultural credit in Italy, the banks authorised to engage in this.
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branch of business have provided themselves with special offices placed

under agricultural experts, doctors in agricultural sciences, ete., who-
study the applications for loans so as to make sure that the capital

invested in the land be so used as to secure higher returns by the.
adoption of suitable methods of farming. Loans are only allowed

when a careful study has been made of all the results likely to be.
secured. The procedure followed in granting land-improvement loans .
is of special interest. In such cases the borrowers when making their -
application are required to supply acecurate statements accompanied by -
plans and estimates showing the proposed use to be made of the loans;

when the plan is being carried out the payment of the loan is made in

several instalments along with the progress of the work, which is.
followed closely by the banks. Before paying the final instalments, .
the bank has the right to have final inspections made so as to make-
sure that there has been no waste of money and that there have been

no irregularities or imperfections in the execution of the work. Loans:
made for the purchase of small holdings are the subject of special

precautions; the law requires that the applicants should have some
means of their own. so that when they have acquired the holding they -
may be able to keep it in good working order. Such loans are treated by

the law as agricultural improvement loans, and are accordingly entitled

to a government grant in part payment of interest charges.

The policies adoptied for the distribution of credit by the central
agricultural credit banks which have been founded in recent years in
saveral countries are inspired, as we have seen, by the desire 1o prevent
farmers incurring liabilities in excess of their ability to pay. With
this end in view, attention must be paid not only to the amount of
the debt and to the conditions of repayment, but alsc to the purpose-
for which the loan is made. An examination of the reports of the cen-
tral agricultural banks in the countries of Eastern Eurcpe often shows.
that prior to the recent reorganization of their credit systems, a large
percentage of the loans granted were for purposes of consumption.
Now, consumption credit cannot produce the means required for the
repayment of the debt. It sometimes represents unavoidable expen- -
diture for meeting the domestic needs of the farm, food, clothing,
heating, etc., but these commodities have to be paid for out of the-
income of the farm which becomes insufficient for needs, and the
financial position of the farm is thus compromised. Consumption cre-.
dit should therefore be refused if overindebtedness is crushing. The
first condition for the rational use of agricultural credit is that it be
used for productive purposes. In the case considered, the loan is not-
productive..

We have tried to call attention to the important part the banks-
are called on to play in the rational distribution of credit, a part which.
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can really help in avoiding the return of the critical situation described
above.

We should also note the opinion expressed by eminent authori-
-ties who consider that the best way of avoiding the overindebtedness
of farmers is to be found in the development of general credit institu-
tions which would advance the amounts they need to upright and
industrious borrowers at moderate rates of interest. Several coun-
‘tries have endeavoured to secure this end by encouraging and facili-
tating the foundation by parties concerned, of mutual credit societies
which afford cheap credit to their members; it is essential that they
should follow closely the situation of each farmer so that the credit
allowed him be in keeping with his needs and with his real capacity
to pay. It would therefore be desirable that these institutions should
-develop on a still larger scale in all countries, more especially in those
where farmers have difficulty in securing credit and can only get it at
excessively high rates, with the result that they are crushed by liabili-
“ties dispraoportionate to the receipts obtained from their farms which
they are frequenty obliged to sell in order to pay off their creditors,
thus either becoming agricultural labourers or having to leave the
‘land.

The Intervention of Public Authorities

In the field of Government action, the surest indiréct method for
-acting towards this end consists in adopting a price policy which
-ensures a fair return to the farmers, The most effective, if not the
simplest, means of putting a stop to an abnormal farm credit situation
is to support the prices of farm products, thus enabling the farmer
‘to pay his debts, provided that a simultaneous rise in the cost of means
-of preduction is avoided, as otherwise the benefit contemplated would
be cancelled. Almost all the measures taken by Governments since
the last economic depression have indeed aimed at improving, as far
-as possible, the price situation on their respective markets. They
have endeavoured to do so by setting up systems for protecting farm-
-ers against foreign competition, by improving the marketing of farm
products and more especially by regulating production so as to balance
supply and demand, on their respective markets. But the chief pur-
pese should be not so much te assure high prices o the producer as to
secure {he stability of prices. It was the sudden fall in prices caused
by the fundamental disparity between the volume of the goods offered
and the volume of goods for which there was a demand, which in 1929-
32 led to the unprecedented agricultural breakdown, Stabilised prices,
by avoiding those ups and downs so injurious to normal business,
enable farmers to work under peaceful and remunerative conditions.
It must be admitted that the incomes of the farmers and their pur-
-chasing power have really improved as the result of stable and remune-
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Talive prices secured by government intervention. The practical value

-of this policy as a means of reducing indebtedness is, therefore, gener-
ally recognized.

Other indirect measures taken by some governments to prevent
-excessive indebtedness which have proved very effective are those
which have taken the form of technical and financial help, more
especially on behalf of small farms. COne of the most striking exam-
ples is that afforded by the Netherlands. As is known, small holdings
play an important part in the agriculture of that country. They there-
fore required protection, and in 1834 it was decided io set up a special
service, which started work on 1st November, 1937. Every small
farmer receives information and advice from the assistants of the
Board of Agricultural Advisors who direct the service. Each assistant
has a very small number of farmers placed under his supervision. The
small farmers are divided into three groups: (a) those who are re-
gularly employed in the service of others; (b) those who work mainly
on their own, but whose farms do not afford them full occupation and
who therefore seek intermitiently for work on the larger estates; {c)
those who have a small farm which takes their whole time but who
in periods of depression do not earn enough to live on. Now, on con-
dition that they follow the advice given them by the agricultural
advisors, farmers belonging to group (b) receive each week a cash
allowance, and those belonging to group (c) receive tickets which
entitle them to greatly reduced prices, for, and in some cases to the
free distribution of farm requisites:. The cash allowance varies in-
versely with the receipts of the farm and directly with the size of the
family. The purchase orders are given after the amount of fertilizer
or feeds required has been estimated by the assistant of the Service
or when he has ascertained that the farm requires the use of certain
machinery or implements.

Of like character is a special form of assistance introduced by
Royal Order in Sweden on 7 June, 1940, consisting of relief loans to
farmers in economic difficulties. Such loans are only granted if the
difficulties arise from the farm, if the farmer has no other means of
seeuring a Joan on reasonable terms, and if as a result of the loan he
is likely to be able to carry on his work successfully. The amounts
loaned may not exceed 800 crowns per hectare, nor 40 percent of the
value of the borrower’s estate, and may not amount to more than
10,000 crowns. No interest is charged during the first two years;
subsequently the borrower pays 4 percent; at the end of the fifty years
he is required to repay the loan in instalments of 1/15 per annum.

In Finland, in order to provide credit facilities for small farmers,
the Government founded in 1921 a “Bank for the assistance of agricul-
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tural production.” A law and a degree in its regard promulgated in-
1938, laid down detailed instructions for the grant and use of the loans,
They may only be made to farmers owning not more than 15 hectares
of arable land and whose financial situation is such as to make such a
loan strictly necessary. Loans may be made for clearing fields and
grass lands, for improving the soil, for erecting or repairing buildings
and for the purchase of machinery. The loan may not exceed 60
percent of the estimated cost of the work to be carried out or the
machinery to be purchased. No more than 30,000 F. Marks can be.
allowed to the same borrower. During the five years period 1939-
43 the interest charged may not exceed 4 percent. The loans are.

repayable in 5 to 20 years.

Many who have closely studied the problem of overindebtedness
as affecting more especially small holdings are of opinion that in their-
case the best solution would be to afford opportunities for work rather
than to lend money. It would therefore seéem highly desirable that
ancillary industries should be started to supply additional earnings in
districts where small holdings are numerous. The experience acquired
by many countries in this matter shows that this view is weil-founded.

Besides the two means of avoiding overindebtedness to which we
have just referred, there are athers whose action is still more imme-
diate. They have been applied on a large scale, for instanc in Swit-
zerland, a country of small peasant holdings which is very interesting
from this point of view. Several kinds of institutions have been start-
ed there for the protection of smail farmers, We will refer to them

briefly.

The “Financial Surety Bank for agricultural workers and small
peasants”, founded in 1921 by the Swiss Peasants’ Union in Brougg,
enables agricultural workers and the sons of small peasants to acquire
a farm by replacing individual surety by that afforded by a bank man-
aged and directed with a view to the general utility. When a farm
is purchased the bank goes surety for the credit accounts opened in
favour of the purchaser. Only applicants who have good references,
who seem able to work the farm themselves, and who have been em-
ployed uninterruptedly for at least ten years in agriculture, can secure
the help of this bank, which can only go surety when it has reason
to believe that the farm the applicant wishes to acquire will
enable him to earn a livelihood. All applications from candidates who
can satisfy these conditions are examined on the spot, and the man-
ager of the bank with the assistance of an expert visits the farm and
estimates its production value. The Bank has always made a point
of informing intending purchasers of the danger of paying too high a
price for land and endeavours to prevent excessive price being paid..
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‘Borrowers must undertake: (a) to repay the capital for which the
‘Bank s surety in conformity with a plan of amortization which takes
‘into account the special conditions of each case; {(b) not to give surety
for others until the Bank has been fully repaid; (c) not to pledge
‘their cattle without the consent of the Bank; (d) to keep a ledger in
which are entered all farm and household receipts and expenditure.
‘Candidates who purchase a farm are generally required to give a lien
on the land as security for the amount for which the Bank is security.
This institution therefore is auxiliary to the action taken to avoid the
‘payment of excessively high prices for land and the ill-considered
purchase of farms which may give rise to overindebtedness. In the
‘period from 1921-22 to 1940-41 the Bank has received 6,860 applica-
‘tions and has approved 715; 603 coniracts of surety have been signed
for a total of 3,645,026 francs,

While the Financial Surety Bank comes to the assistance of begin-
ners to enable them to make for themselves an independent position
on fair conditions, the purpose of the “Relief Fund for small peasants,
indebted farmers and agricultural workers” is to save from ruin small
Tarmers who are in debf. Sinece 1928 the Swiss Confederation has
‘placed 400,000 francs at the disposal of this Fund. Thanks to this
grant and to the repayments made by the beneficiaries, the help given
amounted on 30th June 1941 to 409,421 francs, The foundation of this
Fund in 1923 was the starting point for the assistance given to dis-
“tressed peasants through the agency of the relief Banks, the need for
-which became particularly urgent ten years later,

The foundation of the “Relief Banks for Distressed Peasants” was
-approved by the Federal Order of 30th September, 1932, on temporary
financial assistance to agriculturists in difficulties. Under this order
and similar orders issued later on, credits were opened by the Federal
“Council for this purpose. The Cantons are required whenever possible,
to make a grant for a like amount to that allowed by the Confedera-
‘tion. Under the order referred to, the assistance given is limited to
families deserving of help and on condition that a permanent rehabili-
tation of their situation is reasonably assured. The grant of relief
‘must be proceeded by a thorough enquiry made by qualified persons.
.Help must be given more especially in the form of advances for interest
payments, in loans with or without interest charges, or in cash subsi-
dies. It is subject to certain conditions, the fulfilment of which insures
the permanent rehabilitation of the farm. Special mention should be
made of the provision under which the owners of the farms may not
incur new interest bearing debts without permission. The relief work
‘is assisted by a farm management advisory service. This and similar
‘measures subsequently taken, are carried out by the Cantons who can
entrust the work either fo new institutions or to existing ones. In
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nearly all the Cantons, Relief Banks have been opened for this purpose
which act in conformity with the principles stated. Up to 1937 the
Confederation and the Cantons had. appropriated for this form of
financial assistance a sum of nearly 43 million francs. In the 4,400
cases recorded in the statistical returns the relief grants made by the
Banks have amounted to 9.5 million franecs.

The Agricultural Debt Amortization Bank of the Canton of Fri-
bourg was officially authorised by a decree of the legislative body of
the Canton under date of 30th July 1935. 1f should be noted that
several districts of this Canton suffer severely from overindebtedness..
The purpose of the Bank is therefore that of economically rehabilitat-
ing the overindebted farmers who are deserving of help, but when
only the permanent rehabilitation of the farm can be achieved. Among
other provisions the decree above mentioned requires that the Council
of State issue laws to prevent the further indebtedness of rural pro-
perty. The Bank is financed by the Cantonal government and by
subsidies from the confederation.

The three kinds of institutions we have just described have been
very successful; they can therefore serve as examples for countries
desirous to create an organisation for consolidating the economic posi-
tion of the peasant proprietors.

Modern agrarian policy is unanimously of opinion that the en-
cumbrance of farms should be controlled not only by the law on
contracts, but also by the inheritance laws. It is indeed well known
that financial arrangements in connection with succession to landed
property may lead to heavy indebtedness. To avoid this, in countries
where the legal or customary system of the undivided transfer of farm
property to a single heir prevails, rules have generally been adopted
regulating the mode of appraising the farm itself with a view to deter-
mining the compensation due to the co-heirs. For this purpose the
income value of the farm is generally accepted as the basis of appraise-
ment. This system is in use in Germany, Norway, Switzerland, etc.

We have just described some of the means devised for the indirect
prevention of overindebtedness of farms. Such indirect methods are
perhaps those best suited to deal with so complex and delicate a situa-
tion which has far reaching effects upon the machinery of credit and
affects a whole series of interests. Mention however must be made
of the fact that some countries have gone much further and have
taken direct measures to conirol the phenomenon with which we are
dealing. We refer to Germany, Switzerland, and to some extent Italy.

In Germany the Act of 1st June 1933 regulating the conditions of
agricultural indebtedness, introduced a principle of great interest for-
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the subject we are studying, that of accepting the surety limit of
trustee investments, as the maximum allowed for mortgage liabilities
incurred, which had, therefore, as a rule, to be reduced to two-thirds
of the taxable value of the estate.

Subsequently, with a view to the protection of the peasantry, the
Act of 28th September 1933, created a special legal status for the
ERBHOF. Consequently hereditary peasant holdings are protected in
their entirety and withdrawn from the market. Such holdings cannot
be mortgaged; any exeeptions to this rule must be approved by the
gpecial courts set up under the Act. Peasant holdings cannet there-
fore be foreclosed or distrained on behalf of creditors. They can only-
be sold with the consent of the Anerbengericht. All this is
derived from the new idea of value which prevails in German agricul--
ture, in accordance with which farm land is no longer considered as
saleable merchandise but as the basis for the work and livelihood of
the farmer.

In Switzerland where, as in many other countries, agriculture is
suffering from heavy indebtedness, especiallv due to mortgage debts,
a radical measure has been adopted by placing a limit on liabilities
incurred. The matter is regulated by the Order of the Federa! Coun--
cil for preventing speculation on land values and overindebtedness and..
for the protection of farmers, dated 19ith January, 1940 and amended
by another Order of the Federal Council dated 7th November 1941. To
start with, we should note that the two matters of land speculation
and overindebtedness have very properly been considered together.
1t has long been recognized in Switzerland that one of the chief causes
of overindebtedness is to be found in the free market for real estate
which has led to the unduly high prices for land and conseguently to
the indebtedness of the purchasers. Thus one of the preventive mea-
sures which is considered most effective consists in the control of trans-.
actions in land.

The provision against overindebtedness can be summed up as
follows. Real estate used for agriculture or forestry undertaking and
covering separately or jointly an area of not less than one hectare,
may nhot, with some exceptions, be encumbered with mortgages or
other liabilities secured on them without the consent of an officer
appointed by the Canton.

Consent may be refused if the liabiltiy to be secured on the land.
exceeds its appraisal value based on its yield, i.e. on the amount which
has on the average been obtained from farming it in conformity with
local condilions for a certain period (30 years) preceding the valua-
tion, capitalized at the rate of 4 per cent. This vield value, increased
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"by not more than 25 per cent., is the appraisal value in the meaning
-of the Act. The additional 25 percent is justified, as experience shows
that some factors must be taken into consideration which are not
:shown by the yield itself, such for instance as the particularly favour-
-able position of the farm, the condition of the buildings, and the tech-
nical features,

As soon as application is made, the authorities responsible enquire
“whether the encumbrance to be placed on the land is one which
‘requires their consent or not. In the affirmative, they require whe-
‘ther there is danger of overindebtedness and if that danger can be
.avoided forthwith, he gives his consent at once, If the danger cannot
be avoided forthwith, the officer orders a special appraisement of the
property, the result of which is entered in the land register. At the
end of each five-year period the owner may ask for a revision of the
appraisal. Should the value of the property be greatly modified, as
for instance by land improvements, buildings. important alterations or
lasting depreciation due to natural causes, a new appraisal may he
.asked for during the interval.

In Italy a maximum for mortgage liabilities has not been intro-
+duced as in Switzerland but, as already pointed out, the special agri-
<cultural credit banks act with the greatest prudence in the maftter of
mortgage. Moreover, the new code of civil procedure makes import-
.ant innovations as regards pledges on farm stock. They are based
-on the need of protecting the farm as a whole in the interest of pro-
-duction, avoiding as far as possible the removal of anything which is
-of use in working the farm. The said code provides that the chattels
“which the owner keeps there for working the farm may only be the
-subject of separate pledges in the absence of other pledgeable personal

property. But the most important innovation consists in the fact that
- the Court is empowered, at the request of the debtor, and after hearing
‘the creditor, to exclude from the pledge by an unappealable order,
-chattels considered indispensable for the culiivation of the holding.
“Thus, in Italy also the law tends to limit the right to pledge rural
“property.

Conclusions

We were induced to complete the study published in 1937 on agri-
-cultural indebtedness by this further study on overindebtedness not
-onlv by reasons of a systematic nature, but also by practical considera-
tions, as at the present time the monetary developments and the spe-
+culation noted in that previous period are again recurring and might,
‘under certain circumstances, lead to the renewal of a credit situation
:similar to that which occurred in connection with the economic de-
‘pression of 1928-32.  Such phenomena, closely connected with the



AGRICULTURAL INDEBTEDNESS AND ITS PREVENTION AND CONTROL 113

-war, are partially of material, and partially of a psychological nature,
.Both factors combine and aet together, thus contributing to give rise
on the real estate market to an abnormal situation which may prove
very injurious to agriculture. The first group of phenomena noted
consist in the exceptional liquidity of the capital market, due to the
huge mass of means of payment now in circulation and to the high
war profits obtained by certain groups of preducers, accompanied by
forced limitation of consumption and lending. therefore, to the forma-
-tion of large masses of savings, The second group of phenomena find
their expression in speculation caused hy the uncertainties of the
moment, which takes the shape of a rush towards investments in real
estate as a “sheltered invesiment” for money. Many indeed try to
invest large savings in real estate purchased at prices out of keeping
with the income which can be obtained from the property. In most
cases the purchasers are manufacturers, traders or other strangers to
agriculture, who are willing to buy any land regardless of its location,
-of the crops grown on it, of conditions under which it can be worked
and of the returns obtained. Now it is easy to foresee how, this time
as after the last world war, the period of inflation and swollen prices
will be followed by deflation with the accompanying phenomena of
tight money and limited business activity. It is, therefore, very likely
that i a certain moment the credit relations which have arisen during
the inflation period of seeming prosperity will become excessively
burcensome when prices fall and when it will be difficult to recover
debts. The fear of the renewal of such a state of affairs explains the
steps already teken by some governments to prevent, inter alia, the
speculative purchase and sale of land. But if the intention of pre-
venting overindebtedness, which has made itself clearly felt in recent
yvears, can be explained by th need of preventing the serious financial
and social consequences to whick il gives rise, yet another order of
considerations helps to justify the tendency which is making itself felt.
Under a system of government planning, agricultural producers work,
so to speals, in direci collaboration with the Government in carrying
out the new agriculitural policies which lead to a planned economic
organisation of agriculture, The farmers are urged by diverse means,
optional and compulsory, of a more or less comprehensive nature, to
conform to the new policies. The ultimate purpose is to adjust the
supply of products to the demand, so as te avoid harmful disparities
and satisfy adequately the needs of each country both in respect of
‘home consumption and, if need be, of export. The farmers are thus
assured prices which cover production costs and leave a fair margin of
profit, encouraging at the same time a more equitable distribution of
the national income among the several classes which contribute to
its production. For this purpose a new form of direct financial assist-
.ance to farmers has been devised and has developed on a large scale in
8
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Great Britain, the United States, Italy, the Netherlands, ete. By this:
means, agriculiural producers are compensated for any losses they may.
incur in carrying out the new agricultural policies which often require
them to enlarge or limit the area under certain crops, an action which
may involve the farmers into financial losses, which should be compen--
sated. All this is evidently in the general interests and it must there-
fore be protected not only against the danger of soil deterioration,.
excessive sub-divisign of the land, etc, but also against the risk of
excessive indebtedness. Otherwise, the productive activities of the
farm would, in the long run, be paralysed to the injury of the whole

“eommunity., This same need has given rise to the many measures
“taken to assure the indivisibility of the minimum farm units, for ithe
consolidaticn of sub-divided holdings, ete. Overindebtedness indeed
hinders the normal working of the farm, as by absorbing a large part
of the returns for the payment of high rates of interest and amortisa-
tion, the working capital of the farmer, required for the purchase of
fertilisers, sprays, machinery, etc., essential for crop yields, is reduced.
i therefore the farm, as the primary instrument of production, is to
be protected, a limit must be placed on the farmer’s rights to encumber
it with debts. We have already seen how both principles are applied.
The agricultural and sociz! struecture of the several countries will
point the best way to follow.

The studies already made for a reform of this description, the
measores alrzady taken toward that end. and above all the results so
far obtained, show that this new policy is sound and useful for both
the individuals and the community. On the other hand, this reform
fits in logically with the system of planned economy now co largely
introduced and which will probably last for a Iong time fo come. On
the other hand, the fear that the legal limitation of indebtedness may
limit farm eredit would seem to be unjustified, as evidently land which
is moderately encumbered affords such betier security than land
which is overindebted. The former has a better chance of recovery
and aflfords a wider margin of safety, whereas the latter represents a
serious risk for the banks, especially in periods when a sudden fall
in the price of products is followed by the depreciation of real estate.
Loans in this case remain uncovered, by the serious injury of the
banks. It would, therefore, seem desirable in their interest also to
place a limit on the mortgage indebtedness of farm property. Farm-
ers, when protecied against the risk of ruin, will be all the better able
to discharge their functions in the national interest.

In the countries where an organized mortgage credit market exists,
it is mostly in the hands of public law corporations which act in con-
formity with traditional principles, only granting loans on first mort-
gages and as a rule for amounts not exceeding 50 per cent of the:
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appraised value of the estate, these loans being repayable by annual
quotas, and at moderate rates of interest. A well-known typical
example for agricultural land credit corporations which are well or-
ganised and successful in their work is afforded by the German
Landschaften. Similar institutions in other countries have been mo-
delled on them, among which is the Federal Land Banks of the United
States. By applying to such corporations, the farmers can avoid
excessive indebtedness. Bui it should not be forgotten that in coun-
tries where such organisations do not exist, the bulk of mortgage busi-
ness is transacted by private persons through the agency of notaries;
it therefore escapes public control, and may give rise to serious abuses
to the injury of the farmers. It is in such cases that it would be
desirable to place a maximum legal limit on mortgage loans.

This requirement, while it may seem logical for farms in general,
is all the more so in the case of small holdings, which form the great
majority of farms and whose existence should, therefore, be safeguard-
ed as of essential importance to the health of the social body. It seems
strange that while in many countries the formation of small holdings
has been encouraged by credit facilities, the supply at reduced prices
of the means of produection, the promotion of various forms of agri-
cultural co-operation, with few exceptions nothing has been done to
preserve the infegrity and stabilize and perpetuate the working of
such holdings. The measures for limiting farm indebtedness above
described have precisely this end in view,



7. FARM DEBT ADJUSTMENT#*

The farm debt adjustment programme is one of numerous gov-
ernmental activities started in 1932 and 1933 to relieve the serious
agricultural credit situation. It was a development parailel with the
Reconstruction Finance Corporation, the Emergency Farm Mortgage
Act, and the Farm Credit Administration. The general purpose of
this programme was to provide a means of bringing distressed farm
debtors and their creditors together to discuss their mutual problems
and arrive at adjustments that would prevent foreclosure, bankrupt-
cies, and destitution. From October 1, 1933, when the programme
was insinuated at the request of the President of the United States until
August 31, 1945, at which time it was transferred to Re-settlement
Administration, the work was carried on under the general supervision
of the Farm Credit Administration.

Organization of Farm Debt Adjustment Work

Under the FCA the work was largely carried on through the influence,
advice, and assistance of voluntary State and county farm debt adjust-
ment committees appointed by the Governors of the various States.
The county committees usually were comprised of three members—
farmers and businessmen who represented creditor and debtor interest
In many States the State Emergency Relief Administration co-ope-
rated by supplying full time supervisory perscnnel to assist the com-
mittees and by providing funds to cover committee expenses.

When the work was transferred to the Resettlement Adminisira-
tion the voluntary committee set up was continued. Members of these
committees were not employees of the Administration nor responsible
to it. They did work closely with the county rehabilitation super-
visors. Committee members served without pay but some provision
was made for the expenses incurred. This same general set up con-
tinued under the FSA until 1943 with the exceplion that committee
members were appointed by FSA. In 1943, the separate committees
for debt adjustment were abolished and the functions transferred to
the single county FSA committee appointed by FSA.

The RA had established a farm-debt adjustment section within the
Rural Rehabilitation Division in the national office and provided for
debt adjustment specialists in each of its regional, in most of the State,
and in many of the distriet offices. At the county level, debt adjustment
work has been carried on by the rural rehabilitation supervisor as a

——— JE— —_—

* “Ten Years of Rehabilitation in United States” (U.S.D.A.), pp. 253-267.
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part of his regular programme. In many cases the supervisor is able
to make an adjustment without calling upon the committee,

Types of debt adjustment. By definition, debt adjustment is *any
agreement, compromise, or settlement between a farm debtor and his
creditors which gives the debtor a reasonable opportunity to meet his
debts and continue farming.” Qutright reduction of a debt has been
one of the methods most frequently used but other methods include
interest rate reduction, extension of maturity of an obligation, secur-
ing a refinancing of the loan for the debtor, transfers of equity and
new rerital and contractual agreements, such as providing for lease of
property to the debtor after foreclosure with an option to repurchase
under terms giving a reasonable chance to recover the property.

Although debt reduction is probably the most dramatic and drastic
of the adjustment techniques, the trend was toward a decreasing use
of this method until a marked reversal came in 1942-43. Approximate-
ly 2 out of every 3 of the cases adjusted through June 30, 1939 involv-
ed reduction compared with one-half the cases from July 1, 1940
through June 30, 1942 (Table below). Perhaps the increase to three-
fourths during 1942-43 reflects the bad situation of the comparatively
few cases, serviced that year.

Percent cases with debt reduction,

Year.

1935-36 .. .. - 60
1936-37 .. .. .. 58
1937-38 . .. .. 67
1938-39 .. . .. 67
1939-40 .. .. .. 57
1940-41 .. . .. 51
1941-42 .. . .. 50
194243 .. .. .. 75

This may also explain the higher-than-average percentage reduction
of debt for that year. The lessened use of debt reduction came during
a period of rising prices for farm land and produce. Farmers appa-
rently felt less need for cutting down their debt load, and creditors
were less inclined to make such adjustments as general economic con-
ditions improved. Not only were better times accompanied by a
decrease in the debt-reduction technique but the entire debt adjust-
ment-programme tended to taper off, and FSA shifted emphasis

to tenure improvement as being the activity most needed during the
war.
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The basic questions with respeet to farm-debt adjustment activity
in relation to a rural rehabilitation programme are largely the same
questions to be asked about any prograrame for the adjustment of
farm debts. What is the proper scope of such a programme? Should
it embrace only a rearranging of the terms of cutstanding loans so
that a farmer will have a better chance to repay his full debt at the
agreed interest rate or should it be regarded as including also a reduc-
tion in the total amount payable? The programme used has followed
the laitter philesophy. As any reduction in the amount payable in-
volves a loss to b creditor. the question as to whether or not the public
owns any responsibility to the creditor must be raised. As the pro-
gramme has operated, the creditor has borne the full cost of any
reduction although it is recognized that changes in the purchasing
power of the dollar may have been such that no real loss was sustained
in some instances.

Debt adjustment is one of the numerous programmes that may be
used to direet agricultural poliey and promote a variety of agricul-
tural objectives. As the programme has functioned the objective has
been to assist farmers to remain in agriculture and prevent foreclosure
which might drive them out or reduce their tenure status. One in-
fluence of debt adjustment may be to maintain the status quo in the
face of the forces that are making for desirable long-run changes in
the agriculture of an entire area. This problem must always be faced
when farm families are assisted in dealing with their debts, for bur-
densome debts may be merely a consequence of longer run pressure
making for necessary economic adjustments. A weakness of the
individual case approach to debt adjustment, which nevertheless has
many other decided advantages, is the danger that too little attention
may be given to area-wide considerations that are often responsible
for the debt difficulties of an individual farmer,

The extent to which standardized procedures may be used in the
debt-adjustment technigue is a legitimate question but special circum-
stances explain why different farmers have widely different debt
experiences. The severity of the depression of the 1930°s and the
degree of recovery varied by areas and by types of farming. Bad wea-
ther and changes in market demand made it difficult for even reason-
ably competent farmers to meet their obligations. Human misfortune
and bad judgment must be recognized as coniributing to a bad debt
situation. The variety of causes for debt adjustment indicates that
such a programme does not lend itself to a high degree of standardiza-
tion either through legislation or administrative edict. Primary reli-
ance apparently must be placed on the individual case method of
approach—the method that has been followed.
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The problem of administrative organization and procedure must
;always be faced. As debt adjustment invelves the need of a third
party to act as a mediator the use of local committees has several
advantages one of which is to relieve the pressure upon the Federal
‘Government to solve the problem that can be settled loeally. Once
an adjustment has been made according 4o the recommendations of a
local group, the farmer whose debts have been adjusted is more likely
to look to this same group for financial advice in the future. This
provides a basis for a measure of continuing informal supervision by
local people.

It is cvident that a debt adjustment programme has limitations
as a tool for implementing rehabilitation. It cannot be used to benefit
a large number or a large proportion of low-income farmers. It can-
not be carried too far without the danger of creating attitudes among
debiors which would be destructive of real advantages of the credit
system, ali of which would make creditors insist upon some form of
public subsidy to spread the cost. It is not a substitute for good farm
organization, adequate rcsources, and goed management. In scme
cases debt adjustment might merely positpone the time when fore-
closure would be necessary. Debt adjustment, by its nature, is likely
to emphasize alleviating an already bad debt situation rather than
preventing the development of such a situation. It normally can be
brought into operation only after the farm family’s situation has dete-
riorated so much that rehabilitation is made more difficult. In the
continuing rehabilitation programme, it should be regarded as a tool
to be used when preventive measures either are not available or are
not adequate to deal with depression conditions.

1t appears that to reap the full benefit of a programme like this it
must be carried on in co-operation with other measures that will assist
in the rehabilitation of a farmer and his family, The guides for sound
debt adjustment policy should be derived from those for the rehabi-
litation programme as a whole. Debt adjustment implements rehabi-
litation when it is used with diseretion and within its limitations. The
extent of its use will vary from place to place and from time t{o time.

Tenure Improvement

About two out of every three standard loan borrowers have been
“tenants and owners have oflen had inadequate units or too heavy a
debt load, or both. These facts have forced the consideration of im-
proving the tenure security of both tenants and owners as another
‘means of achieving rehabilitation objectives,

The general social situation of the 1930’s was favourable to
efforts directed at improving farm tenure. The growing loss of land
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ownership by operating farmers, the fact that tenants moved more-
from farm to farm than the owners did, and the comparatively dis-

advantaged situation of many tenants with respect to levels of living

and social participation in their communities were revealed by census

reports and special studies which were the background for the recom-
mengdations of the President’s Commiftee on Farm Tenancy, early in

1937. Initiation of the Tenant Purchase (later called Farm Owner-

ship) Programme was a s mbol of national support for owner-operated

family farms and security for operators.

Debt adjustment, together with the review of purchase contracts and
mortgages, and the special real estate and farm and home improve-
ment programme (later merged with tenant purchase activities as a
farm enlargement and development programme) represented efforis by
the rehabilitation agency to improve the tenure of standard borrowers
who are owners. The land leasing associations and the improving of
rental teaure through promotion of (i) the use of written leases, (2)
longer-term leases, and  (3) better lease provisions, were efforts {o
improve the tenure arrangements of borrowers who were tenants.

In terms of development within FSA, and the increased emphasis
given at the beginning of the war, tenure improvement has been close-
ly associated with the farm-debt adjustment programme.

Under FERA—Tenure improvement was not a recognized part of
the original rehabilitation programme begun in 1834 through the State
corporations operating with funds granted by the Federal Emergency
Relief Administration.

Even so, the early programme did grapple with the problem of
insecurc tenure and did accomplish a great deal in the way of helping
clients maintain possession of their farms and in aiding other clients
who were landiess in finding farms on which they could be rehabili-
tated. The policies used by the State corporations of some of the
Southern States in securing a hold on a piece of land for clients cons-
tituted an early awareness on part of farm relief officials of the basie
need for tenure improvement.

Under the State corporations a larger number of destitute farmers.
were given help who were further down the tenure ladder than in
later years. Many labourers and sharecroppers were selected for
rehabilitation loans and grants by the corporations.

Under RA:—When the rehabilitation programme was transferred
to the Resettlement Administration, it was continued without mate-
rial change so far as tenure improvement was concerned. Tenure im-
provement was not made a conscious part of the programme under
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the Resettlement Administration at least for the first year. Some
labourers and sharecroppers were still selected for rehabilitation aid
with the resuit that they obtained tenant staius on farms. The im-
provemert of tenure status for these clients, however, was only inei.
dental to the main job as then conceived on furnishing credit, working
out farm plans, and providing supervision in the execution of farm
plans, None of the official policies or procedure statements earriec
anything in regard to the problem of tenure for rehabilitation clients
Unquestionably the tenure problem did come up with field workers
and it is probable that in some areas positive steps were taken to aic
clients in improving their tenure relationships. Although tenure
improvement did not become a definite part of the rehabilitation pro
gramme until FSA toolz over, the experience which these prior agen
cies had in obtaining land for clients and in helping them to hang
on to the land they had laid the basis for the more tangible endeavour:
uncertaken in this respect under FSA. During these early years, the
rehabilitalion organisation was becoming aware that security of tenuri
was necessary for successful farm rehabilitaiion.

Under FSA.—Beginning about July 1, 1937, just before the estab-
lishment of FSA, plans were made for a Washington staff to devote
full-time attention to problems of tenure among RR borrowers. Many
RR officials, especially regional personnel, were convinced of the need
for increasing the effectiveness of the work directed toward the im-
provement and tenure status of borrowers. The first official statement
of this new staff appeared in Administration Order 130, dated Decem-.
ber 18, 1937 dealing with the organization of the Washington RR
Division. This order established a Tenure Improvement Section, which
was delegated specific functions in carrying out tenure improvement
for rehabilitation cases. One corollary organization was set up at the
regional level. The Washington Tenure Improvement Section carried
on its work through the regional farm management specialists who-
were technically responsible to the Washingion Farm Plan and Loan
Section of the RR Division. This Organization for tenure-improve-
ment work continued until July 1, 1939,

On July 1, 1939 the Tenure Improvement Section was abolished:
and both the Washington and field activities with respect to tenure
were carried out under the Farm and Loaan Section. This section
continued to direct the work until June 1941, at which time tenure
improvement was attached to the Farm Debt Adjustment Section, and
a new section called Farm Debt Adjustment and Tenure Improvement
was organized. This consolidation was effected because tenure im-
provement was considered more closely allied to farm debt adjust-
ment than to farm planning for several reasons: (1) Techniques for
accomplishing tenure improvement are similar to those used in accom-
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plishing debt adjustments—this was of administrative importance in
training of personnel; (2) FSA personnel qualified to negotiate or
arbitrate debt adjustments were also generally qualified 1o negotiate
or arbitrate ienure adjustments; (3) in the matter of reporting accom-
plishments, certain accomplishments might be reported in either acti-
vity, for example, changing a 10 year real estate contract agreement
to a 20 year agreement within the debtor’s ability to repay would be a
debt adjustment by “exiension” as well as a definite improvement in
the debtor’s tenure; (4) a high percentage of cases needing debt adjust-
ment assistance were those that also needed tenure-improvement
assistance and vice-versa; (5) established farm debt adjustment com-
mittees that were experienced in mnegotiating differences hetween
debtors and creditors could assume the added tenure-improvement
duties without necessitating the appointment of another group of
committeemen; (6) debt adjustments and tenure improvemenis com-
plement each other. Where both are necessary neither will stand
without the other, Another reason for the change was to provide
personnel for tenure improvement who would have more time {o
devote to it. Farm-debt adjustment work was declining rapidly at
this time as a result of improved income to farmers and the additional
activities in tenure improvement could be absorbed.

More stress than ever was put on tenure improvement in 1941,
Then the wartime emphasis on food production focussed attention on
faulty landlord-tenant relations as an obstacle to achieving national
production goals and gave added impetus to such measures.

The tenure improvement work was carried forward in an effective
way until June 30, 1943. At that time, the general reduction of all
FSA activities and the placing of special emphasis on war production
loans under the RR programme resulted in the virtual abandonment
of a staff organization that had been devoting full time attention to
tenure improvement. :

As implied, the same county committees that were responsible for
‘the debt-adjustment programme were charged with aiding the tenure
improvement work.
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The economiec depression of the ’thirties with its fall in prices of
agricultural commodities is a matter of history. Relief schemes to
overcome the effects of the disparity between commitments and reve-
nue then became the order of the day and they increased in intensity
and scope as the realization grew that prices were not likely to return
to the high levels to which they had risen before the depression. Credit
now became as stringent as it had previously been liberal. Creditors
who had over-reached themselves became hesitant about further
advances and debt-burdened farmers began to experience difficulty in
obtaining credit to finance their current operations. Out of this state.
of affairs grew schemes for granting advances to carry on. The fear
of foreclosures produced moratoria which were later followed by
schemes of debt adjustment and reconstruction. The methods adopted
were so numercous and varied that it would be impracticable to discuss
them all fully, but the Commission fcels it desirable broadly to review
the principles of some of them so that from a consideration of their

advantages and disadvantages it may be possible to obtain some
guidance.

Forhearance and Postponement of Obligations

This, of course, is a normal procedure with farm credit to meet
circumstances where the debtor receives a temporary setback and is
unable to meet commitments as they fall due. Its advantage lies in
the fact that it assists the credit flexibility which is so necessary for
farming. The importani peint, however, is that the person vested
with the authority to grant forbearance must be sufficiently informed
of the facts to be able properly to assess merit and prospect of recovery,
having regard {o the capacity of the debtor and his farm.

With the onset of the depression, this method of relieving the
embarrassment of farmers became widely used. Postponement ‘even
went so far as the capitalization of arrears of principal and interest,
thus giving the farmer a fresh start as far as repayment obligations
- were concerned. For a time the prevailing thought was that the de-
pression was only a temporary slump and that prices would return to
1928 levels. It was far more pleasant for creditors to encourage them-
selves with this thought than to listen to the carefully considered
opinions of men who were trained to interpret trends, and who warn-
ed against the assumption that recovery would take prices back to the

*Fourth Report of the Rural Reconstruction Commission: Financial and
Economic Reconstruction of Farms (1944)-—Commonwealth of Australia.
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high levels reached in pre-depression days, Trained observers, when
estimating long-term prospects avoid placing any reliance on the
extremes of a series of data whether they be peaks or troughs. They
are guided by long-range averages. The Governments themselves
were, through their various departments, very large creditors of
farmers. They had burnt their fingers by financing settlement on
inflatzd indications; their depariments were as reluctant as other cre-
ditors to face the facts and they indulged in a policy of wholesale
forbearance, apparently on the assumption that boom conditions would
return and be maintained.

Our conclusions from the study of the practice of forbearance and
posiponement in respect of farmers’ obligations, particularly by gov-
ernment departments and institutions, are that it has frequently bheen
badly abused by its extension to cases where merit and necessity were
lacking or to other cases whnere a consideration of the facts would
have indicated that the abilitv to recover did not exist owing 1o an
unszatisfactory long-term revenue outlook.

The most damaging features of the abuses were that unfit and
uneconomic cases were sheltered, the application of desirable reme-
dies to deserving cases was frustrated, while the morale of those who
would have tried hard to meet their obligations was sapped by their
knowledge that very undeserving cases were getting more considera-
tion than their own. The Commission’s recommendations made in
its Third Report as to the future policy in respect of finance for setile-
ment promotion would, in its opinion, greatly assist in avoiding these
abuses; but in addition the Commission recommends that, in general,
government policy relating to forbearance in respect of obligations
should in future conform to the following principles:—

{(a) Both merit and necessity must be demonstrated by the farmer.

(b) Forbearance should only be granted where it is clear that the
farmer would have a reaseonable prospect of carrying on successfully,
and eventually meeting his obligations if granted the forbearance,

{c) Where this is not clear or where unduly prolonged forbearance
is sought, the farmer should be required to submit his affairs for detail-
ed investigation and consideration by a reconstruction authority.

(d) There should be a regular independent examination of cases
which are in arrears so that a check is kept on the extent to which a
policy of forbearance is being followed. This examination should be
made on behalf of, but not necessaarily by, the Treasury.

Short Term Credit for Necessitous Farmers

The use of public funds for this type of relief commenced with
attempts {o meet circumstances of emergency caused by calamities
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such as widespread drought. The {following quotation from the evi-
dence of the Victorian Treasury illustrated the objective which inspir-
ed Governments to go in for this type of eredit as a reliel measure:—

“These advances were made to farmers who, because they had
suffered from drought conditions, did not have the necessary funds
or any security on which they could obtain assistance from f{inancial
institutions, and advances were made by the Department so that they
could continue farming”

Its use gradually spread, and in New South Wales and Western
Australia in particular, what were virtually specialized sources for
assisting necessitous farmers by short term credit for seasonal require-
ments were established, and these were not necessarily restricted to
cases where the difficuities were the result of some calamity.

Evidence has shown that except when they are fortunate enough
to strike a rising irend of prices, very few farmers whose position is
so bad that they do “not have the necessary funds or any security on
which they could obtam assistance from financial institutions” can get
out of their difficulties by increasing their commitments. If, on the
other hand, the intention is merely a short-term one, to meet the evil
of the day, we suggest it is unwise except where it is a necessary
prelude to, or part of, a general adjustmeni. Too freguentlv it only
staves off the day when the fundamental fauits must be dealt with,
and, further, it involves the Government in heavy losses without the
satisfaction of having achieved a lasting result. We are of the opin-
ion that this type of relief for necessitous farmers has been subject to
similar abuses to those referred to earlier in connexion with forbear-
ance and postponement.

As suggested by the definition, “necessity” was indicated by the
absence of credit worthiness in the eyes of financial institutions. Such
a position can arise, even if the farmer’s personal equation is satis-
factory—

(a) if Anancial institutions adopt an extremely harsh policy in a
period of crisis and restrict credit at an unreasonably low level in
relation to the assets and long-term revenue outleok. This may be due
to timidity on the part of the institution itself or to a failure of those
in charge of National Credit policy o support the financial institutions
which deal with advances to farmers; or

(b) if the farmer’s finances drift into a position where his debts
are beyond the reasonable limit at which he can maintain efficient
production.

The first type of difficulty can be overcome by developing a nation-
ally supported institution for agricultural credit backed by sound
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agricultural advice, Such an institution would provide reasonable-
credit facilities for all the capital requirements of individual farmers
whose long term prospects are satisfactory. It would also give the
lead to commercial institutions affording agricultural credit and would
act as a buffer against unnecessary restrictions in difficult times. Its
competition with established financial organizations, however, should
be fair and not made unreasonable by the use of government advant-
ages in obtaining money to give special concessions in terms to bor-
rowers. Any social advantages which a government institution may
have can be well used to dispense relief where relief is necessary.

The second type of necessitous case referred to above is
one on which short-term relief ecredit is usually wasted; its real
requirement is a fundamental adjustment aimed at raising produe-
tivity and reducing relative commilments instead of increasing them.

One further point is worth mentioning. Governments have
gradually made short-term credit particularly attractive, especially in
respect of interest rates, So attractive has it become that there is a
growing inclination amongst some farmers who are not really neces-
sitous to attempt to take advantage of it, whenever it is available, as
a source of cheap credit. The Commission recommends that whereas
the advantages of short-term credit from public funds as a means of
relieving necessitous farmers can be few and the abuses many, future
government policy should be—

(a) to retire gradually from the use of public moneys for this
form of activity, and

{b) to concentratc in lieu on the maintenance with sufficient
financial resources of:—

(1) anational agricultural credit service for normal agricultur-.
al credit; and,

(2) general adjustment machinery to deal with necessitous

cases which are shown to be outside the scope of the gene-
ral credit service.

Moratoria

The history of the uses of moratoria after 1929 and of the strug-
gle which followed is most informative as to the course of events when
normal financial relations are upset. Moratoria of two types were
available to the farming industries in the depression years and subse-
quently: general moratoria applying to most sections of the com-
munity, and specialised moratoria applying to farmers. They differ-
ed in provisions in different States and not all the States adopted a
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specialised moratorium. The general moratoria were ihtroduced first
and operated as a legislative stay on action for recovery of certain
secured debts, except under certain conditions. It was soon apparent
that the effectiveness of a general moratorium as a means of assisting
the necessitous farmer was strictly limited. It was of litile use to a
farmer to have protection which prevented the means of production
being taken from him for the satisfaction of accrued debt if he could
not earn enough on the farm to maintain the assets and to buy neces-
sities of living. One of the lessons learnt was that, although a general
moratorium which merely stays proceedings to recover debt against
the security may be all right for the home buyer whose livelikood is
not dependent upon the use of the home for business purposes, some
more comprehensive measure is needed where the security forms a
substantial part of the assets used in the production of income. Such
a measurs must overceme the inevitable freezing of credit and must
also avoid abuses in the distribution of income by regulating the rights
of the farmers and the creditors ‘inter se’ to share in the distribution.

Intermediate and short-term creditors, who had control of stock
or products by legal securities taken thereover, obtained distinct
advantages, for a time, over land mortgages. Under some provisions,
interest had to be in arrears two years before there was a right to sue.
In these circumstances, stock firms were particularly well placed as
they had what amounied to an opporiunity fo get rent-free use of land
for a period for the running of stock morigaged to them; during such
a period they obtained almost a monopoly on the income from the
stock to their great advantage in reducing accrued debi. Under these
circumstances, land mortgagees, for their own protection, then pro-
ceeded to get collateral securities over stock and products wheréver
they could do so. Whoever got control of the income usually had the
greatest advantage, The remarkable thing was that creditors indivi-
dually were prepared to admit that, subject to the farmer being
deserving, their best interests were served by avoiding liguidation and
mainiaining the productive capseity of the farm even if it meant for
the time beirng taking less than their dues. In many instances those
who had conirol of income were not prepared to make sufficient pro-
vision out ¢f the income fo maintain the essential assets. The result
was that the farmer who expected to find the moratorium giving him
the advantage of being able to carry on until better times returned,
began to see a gradual whittling away of his means of production.

Some attempts were then made to view the protection of farmers
in a different light, and legislative attempts at providing for specialized.
moratoria began fo appear. Probably the most comprehensive of
these was that contained in the Farmer’s Relief Act of New South
‘Wales, 1933. The legislation provided for:—
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(a) individual application and consideration.

(b) a general stay of proceeding applying to all creditors of the
farmers.

(c) finance from the State to enable the farmer’s business to be
kevt in operation and also, where necessary, to build up de-

pleted equipment and stock that full production could be
maintained.

(d} the control of the assets and of the receipt and distiribution
of income;

'(e) the regulation of the rights of the farmer and of the CI‘E‘dl-
ters to share in the distribution of income:; and

(f) the power to refuse protection to the unfit and uneconomic.

Figures have been supplied to us by the New South Wales Rural
reconstruction Board showing financial results in respect of govern-
ment funds advanced to assist necessitous farmers who were brought
under this specialized moratorium. From 1933 to 1943, £3,432912
was advanced, of which £224,187 was written off as irrecoverable and
£133,662 was still outstanding. The question immediately arises as
to why, seeing that a general stay of proceedings operated against
creditors, and that the Government through the scheme had control
of income, substantial losses should still have been made on advances.
The reasons were, first, that the advances were put on a short-term
basiz and. secondly, in the early stages of the Act, many unfit and un-
eccnomic cases were taken under the Act and the process of their
eliminations was extended over a pericd. Wherever advances are on a
short-term basis—and in this case the period was an annual season—
thev must, to the extent that income sufficient to repay them is not
earned over the term, fall back on the general assets; in most cases,
however, the general assets were already charged for repayment of
debts owing to creditors, and therefore the Administration was left
with littie recourse for recovery of advances not repaid from the sea-
son's income. Such a disadvantage is inevitable in making short-term
advances whenever the general assels are already overloaded with
cebt.

The Act, like others of its kind, had some advantages, of which
not the least was its indirect benefit. In a time of great difficulty it
operated as & buffer against wholesale repossessions and wholesale
restriction of eredit, not only for those who took advantage of it, but
for many more who were able to use it as a basis of bargaining with
-creditors. It thereby assisted in keeping up production and avoiding
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-a national disaster. It also succeeded in bringing about a gradual
-elimination of the unfit farmers and the uneconomic farms. A sug-
gestion was made to the Commission that there is little danger of
“wholesale repossessions and wholesale restriction of credit in a time
of crisis as creditors are alive to the danger of such courses and, for
their own protection, tend to keep industry going. The Commission
agrees that the main body of creditor institutions is alive to the
necessity of avoiding precipitate action in respect of farm debts in a
time of crisis, but it peints out for future guidance under such circum-
stances that even where that general spirii prevails it only needs one
or two creditors to move and all the rest are compelled to iake steps
‘to protect themselves, In such circumstances a moratorium becomes
necessary to guard against the actions of the few rather than against
“'the spirit of the majority.

The expressed purpose of the Act was to give embarrassed farm-
ers breathing space during which they might, with the assistance of
government advances, carry on their businesses and gradually make a
recovery. In general, the Act achieved its purposes in respect of those
farmers who came under its provisions, with the exception of the par-
‘ticular purpose expressed in the last four words. The reason for this
fajlure was that those who came under its provisions could not effect
a recovery by simply obtaining an extension of time to meet their
obligations; unfortunately, their long-term outlook being insecure,
they needed fundamental adjustments in order to deal with their lack
of long-term financial stability. The Act did, however, by the indirect
persuasion resulting therefrom, enable many farmers whose long-
term prospects were good to obtain reasonable treatment from their
creditors without the necessity of having recourse to the Act. The
experience of South Australia and Western Australia with regard to
the effect of their specialized moratoria were the same as those of New
South Wales.

The Commission’s conclusions with regard to the operations of
‘various moratoria for the protection of embarrassed farmers are—

{a) General moratoria which merely stayed proceedings by cre-
ditors were open to abuse as they protected good, bad and indifferent
alike without any investigation of the merit and necessity of the in-
dividual case; further, they made ne provision to regulate the dealings
of the debtor who enjoyed their privileges, or for equitable treatment
as between creditors or for ensuring that the farmers’ businesses would
be kept in a sufficient state of production to justify the protection,

(b) Specialized moratoria were far more equitable and had con-
siderable indirect advantages in avoiding any unjust precipitate action
by encouraging the continuance of credit, and by regulating the pace

b
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at which necessary eliminations of the unfit and the uneconomic could’
proceed. Direct benefits for those who actually came under them.
were, except for the time gained, almost negligible in the absence of
provisions for assistance to make fundamental adjustments which
would restore long-term financial stability.

(¢) In individual cases, hardships were inflicted on creditors by
prolonging specialized moratorium protection whilst Governments
sought a way out. In this regard it seems as if administrations showed
a tendency to compromise to some extent with normal ideas of justice
50 as to avoid embarrassment to Governments,

A consideration of the difficulties created by moratoria leads one:
to remember the old Chinese proverb: “He who rides on the back of
the tiger can never get off.” With this in mind the Commission re-
cormmends as a basis for future policyi—

(a) That there should be recognition of the fact that the greatest
value of a moratorium lies in its indirect effects, but only if it insists
on individual application and on an unbiased consideration of merit
and necessity and, in return for the privileges granted, imposes rea-
sonable obligations on those who bestow the privileges (the Govern-
ments) and those who benefit by them (the debtors).

{b) That there should be recognition of the fact that, where direct
use is made of a moratorium, the process is, except in a few instances,
only a first step to providing a means to an end, and not an end in
itself.

(¢) That efforts should be directed towards establishing a form
of procedure which in any given circumstances will provide an end in
itself. This will succeed in putting the direct use of moratorium in
its proper place as a first step towards an end. The extent of its
direct use will then be conditioned by the numbers to be dealt with
in relation to the facilities available, and the time necessary to put the
corrective form of treatment into operation.

Debt Adjustments

The growing realization that extensions of time by moratoria or
other means would not permit all necessitous farmers to overcome
their difficulties forced attention to the consideration of ways and
means of removing the disabilities. At the end of 1934 the Common-
wealth Government called the States nto coniference and, as a result
of some days’ deliberations, it was decided that as excess debt was
preventing a great number of farmers from carryving on successfully,
a plan to be financed by the Commonwealth should be implemented..
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Under the plan farmers would be advanced money fo enable them to
effect composition arrangements with their creditors. That plan was
embodied in the decisions of the conference and as it will be discussed
later, both in relation to its original conception and subsequent imple-
mentation, the Commission deems it advisable to set it out in full. The
plan was as follows:—

“(1) The Commonwealth Government to agree—

(a) To provide funds up to £12,000,000 over a period of years
to the States free of interest to permit the States making payments on
behalf of, or advances to, farmers for the purpose of enabling them to
make payments to their creditors in satisfaction of their liabilities on
a compogition basis.

(b) That such funds shall not be repaid to the Commonwealth by
the States, but may on repayment by the farmers be re-advanced by
the States for further composition adjustments, or by agreement with
the Commonwealth for such other purposes as the States consider
necessary to assist farmers generally.

(c) That the Commonwealth make available a first instalment of
£1,500,000 upto the 30th June, 1935.

The amount of £1,500,000 estimated to be required up to 30th June,
1935, will be allocated to the States on the following basis:—

New South Wales .. .. . .. £400,000
Victoria .. .. .. .. .. £375,000
Queensland . .. .. .. £185,000
South Australia .. .. e £225,000
Western Australia .. . .. £225,000
Tasmania .. .. .. .. .. £ 90,000

The method adopted for allocation of funds available to 30th June,
1935, should not be regarded as a precedent for future allocation.
Sums made available to each State to 30th June, 1935, are to be regard-
ed as advances on account only, and are to be taken into account for
adjustment when a final allocation of the total amount made avail-
able by the Commonwealth is decided upon.

The State and Commonwealth Statisticians are to be asked to
recommend a final basis for allocation of the full amount made avail-
able having regard to the rural debt situation in each State.

If any one State should not require the whole of the amount allo-
cated to it for the period to 30th June, 1935, any excess so available
may be allocated to another State, should the need arise.
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(d) That, owing to the different circumstances existing in each
State, each State be allowed to devise its own scheme for distribution
and administration of the fund, and that the details of the scheme and
legislation to give effect to such scheme be submitted to the Common-
wealth Government for approval.

(e) To provide legislative protection against proceedings under
the federal bankruptcy law for any composition or scheme or arrange-
ment effected under State legislation approved by the Commonwealth.

(f) To provide that the Commonwealth Treasurer shall open a
special deposits account, styled “Federal Rural Rehabilitation
Account”, into which shall be deposited all moneys made available by
the Commonwealth Government for the purpose.

(g) To provide that each State Treasurer shall open a special
deposits account, styled “Federal Aid Rehabilitation Advances Ac-
count”, into which the Commonwealth Treasurer may deposit advanc-
es from time to time to be operated upon by the State authorities for
the purpose of meeting the immediate requirements in respect of ad-
vances to farmers, and that such advance account may be recouped
from time to time on furnishing by the State authority of a certified
statement of all advances made from ithe account.

2. Each State to agree—

{a) To provide legislative machinery whereby a farmer may
effect a composition with his creditors in satisfaction of the whole or
part of his debts, and that the State may advance him money on terms
approved by the appropriate State authority or pay money on his
behalf to enable him to make the payments o the creditors provided
for under the composition, such legislation to include provision for a
stay of proceedings where necessary pending preliminary investiga-
tion and negotiation.

(b) To constitute an authority to administer such legislation and
to provide funds for the purpose of meeting administrative expenses
and short-term advances to farmers for sustenance and carrying on
requirements during the operation of a stay of proceedings.

(¢) To empower the authority to act on behalf of the Crown and
to agree on behalf of the Crown under conditions set out in the State
legislation to any writing down or postponement of any debts due to
the Crown and to agree on behalf of the Crown to the postponement
of the Crown’s right to priority for any debt due to the Crown.

{d) That advances will only be made available to farmers where,
as the result of the composition, they will have a reasonable prospect
of ultimately rehabilitating their financial position.
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(e) That advances and/or payments will only be made available
to effect composition payments in respect of liabilities which it is ne-
cessary to compound to ensure the farmer remaining in production
and give him a reasonable prospect of carrying on successfully.

(f) That no payment under a composition scheme shall be made
in respect of any debts due to the State,

(g) That three trustees of the fund be appointed to each State, one
of them to be nominated by the Governor-General in Council.

A study of the provisions of this plan reveals some definife weak-
nesses. It repeats the old error of tackling only part of the reconstruc-
tion problem. Earlier in this report it has been pointed out that
reconstruction involves dealing not only with the debt position to
restore adequate financial solvency, but also with the production pros-
pects of the farmer’s business so as to assure iis revenue stability.
Debt insolvency is frequently accompanied by further difficulty in the
depletion of the assets essential for the maintenance of efficient pro-
duction. The restoration of solvency is useless without a restoration
of productive capacity, so that on a strict interpretation of the plan
all those farmers who were not in a position to maintain efficient,
production wete excluded from rehabilitation. The States had to find
a way to overcome this difficulty. There were three possible ways:
one was to provide a supplementary State fund (which could be used
concurrently with the debt adjustment fund), for the purpose of assist--
ing in the restoration or building up of productive capacity. Another
was to trust to the farmer being able to arrange credit affer his debis
had been adjusted; the third was to compound more of the debts with
the Commonwealth fund than would otherwise have been necessary,
50 as to permit the farmer to improve the equipment of his farm. New
South Wales, South Australia and Tasmania made provision for the
use of supplementary State Funds for this purpose; the other States
did not.

No provision was made in the plan for the Commonwealth to
supervise the use of money it advanced. The ¢bvious intention was.
that the fund should become a permanent revolving fund, which could
be used over again by the process of advance, repayment, advance, &c.,
subject only to such inevitable losses as were natural to such a scheme.
Such an intention was consistent with a proper view of debt composi--
tion. That is to say, if the composition were appropriate both as to
the amount paid to ¢reditors and the assessment of the farmer's
capacity to carry on successfully as a result thereof, the farmer would
repay the advance. Yet two States, South Australia and Tasmania,
made specific assignments out of the fund which were not repayable.
Up to 30th September, 1943, South Australia’s grants, as distinct fron
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Joans, amounted to £660,083 out of a total of £1,214,373 used; to the
same date, Tasmania's grants amounted to £59,400 out of a total of
£261,638 used.

The plan made no provision to ensure that the funds would not be
used to holster up farms which were economically deficient mainly
because they were too small. Clause 2(e) of the plan may have been
intended to be restrictive, but in the absence of a specific limit, it was
possible to compound all the debt with the interest-free money,
thereby giving the farmer on an uneconomic farm a reasonable pros-
pect of carrying on successfully.

The granting of money to the States was a distinet weakness. The
sense of responsibility tends to be less when gift money is being dis-
bursed than in the case of money which has to be repaid. The plan
did not go far enough in laying down basic prineciples to be applied
in carrying out the intentions. It was left to each State to devise its
own scheme because of what were stated to be “different circum-
stances existing in each State.” It is difficult to see how the circum-
stances of the debt problem could differ in each State perhaps except
in degree of intensity. The problem was a common one which justi-
fled a common approach under the best conceived methods. The
subsequent legislation of the States indicates the existence of the wide
variations in the methods adopted. The Conference might have done
better if it had met again and discussed the various ideas with a view
to the general adoption of the most advantageous principles.

The success of the scheme cannot be measured either by the
number of cases dealt with, or by the amount of money advanced or
by the amount of debt compounded. The only real indicators are the
proportion of the number dealt with who prove to be successfully
rehabilitated and the proportion of the amount expended which is
ultimately recovered for further use.

General Conclusions on Debt Adjustment Schemes

The Commission’s general conclusions with regard to the debt
adjustment schemes as a whole are—

(a) That measured by the proportion of the number of farmers
adjusted who will prove to have been successfully rehabilitated, and by
the proportion of public funds used which will be lost, the schemes
cannot be regarded as having achieved a sufficient satisfactory mea-

sure of success, although the degree of that success will be greater
in some States than in others.

(b) That a much greater measure of success might have been
achieved if—



FARM DEBT ADJUSTMENT 135

(1) more attention had been paid to the establishment of prin-
-ciples in the original plan;

(2) the Commonwealth had taken a more active part in scru-
“tinizing the State's legislation to ensure that the principles agreed
“to were incorporated in their schemes and that there was general
uniformity in approach;

(3) the Commonwealth had actively policed the various ad-
ministrations to ensure that funds were being applied in accord-
-ance with the principles, and in such a way as reasonably to
ensure the rehabilitation of those assisted and the ultimate re-
«cavery of the funds for further use; and

(4) a commonwealth liaison officer had been available o assist
-and advise the States’ Administrations and to endeavour to pro-
mote the adoption in all States of the best points of the various
schemes,

(c) that it was a mistake to provide a Debt Adjustment Scheme
-apart from other general requirements for settlement reconstruction,
* .and that, in future, any such scheme should be part of a general recons-
‘truction measure which requires, and provides for, reorganisation of
farms on a basis of their productive capacity, and also for the recons-
truction or elimination of uneconomic farms as a condition precedent
“to the granting of finance for debt adjustment;

{d) that all States did not display the same degree of discrimina-
-tion in the application of funds and, in some instances, the following
amsatisfactory features were evident:

(1) partial adjustments were made which, in themselves,
were insufficient and only resulted in dissipating the funds and
benefiting creditors;

(2) adjustments were made in debts without sufficient assur-
ances that the farmers were in a position to carry on successfully
following adjustment; and

{3} disabilities which should have been met by farm recons-
“truction were got over by a greater use of debt adjustment funds
than was warranted.

(e) That in some instances there was too great an inclination to
wcondition treatment in each case according to the amount of money
available in relation to the number of cases to be dealt with, and not
in relation fo the essential requirements of each case. In effect, it
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was a choice between partly treating the whole number or fully treat-
ing a part of the number; ’

(f) That too great or too long a reliance on voluntary adjustments-
hampered the obtaining of satisfactory results, caused vexatious delays.
and resulted in unfair diserimination against some farmers and against.
some creditors in favour of others.

{g) That insufficient attention was paid to the reduction of mort-
gage debts on land itself in relation to other kinds of indebtedness;

(h) That in some instances there was no attempt to impose res-.
trictions on subsequent transactions to avoid profits being made from
the transfer of concessions.

General Comments on Relief and Adjustment Schemes

The brief review the Commission has given in this chapter of’
some of the relief and adjustment schemes warrants some general
observations—

(a) As already mentioned, mistakes in settlement due to unsatis--
factory assessments of climate, soils and market prospects have involv-
ed the nation in tremendous capital losses.

(b) Usually no constructive attack on the settlement problems.
thus created took place until the accumulating difficulties had become-
large enough to raise a major issue.

(c) The nation would gain considerably if a constant watch were:
maintained on the welfare of settlers and if individual problems were:
dealt with as they arose,

(d) The absence of a comprehensive reconstruction policy and.
the delays referred to caused additional large losses of money to the-
States.

{e) Many of the relief schemes were piecemeal attacks on the-
problems and the movement to a co-ordinated whole has been ex-.
tremely slow and hardly yet fully accomplished.

(f) Financial relations with settlers have, in the past, seldom been.
supported by an efficient agricultural advisory service, nor have such
relations always been maintained in sufficiently close contact with the
settlers and their problems.

(g2) In all relief schemes strong emphasis has been placed on debt-
reduction and insufficient stress on farm reconstruction and on the:
promotion of more efficient agricultyral practices.



9. THE AGRICULTURAL LAND MARKET AND ITS
CONTROL*

G. Costanzo

Government intervention in the field of production, with a view
to protecting the revenue of the agricultural population, has generally
been made to bear upon one of the following points: the price, the
supply and the demand of agricultural products. As regards the first
of these points, the usual procedure adopted has been that of fixing,
as the case might be, the maximum or minimum prices of products.
Under the strictest forms of control, “fixed prices” have been estab-
lished, namely prices from which no deviation was permitted;
in the less strict forms of control, on the other hand, “normal
prices” have been adopted, the price in this case being allowed
to fluctuate between fixed limits, thus adjusting itself to a certain
extent to market conditions. In some cases, moreover, when
it appeared impossible to fix prices, direct action has been taken bear-
ing on the cost of production by reducing the fixed burdens of the
farm, by granting special subsidies or else, by decreasing the price of
the means of production. This control of prices, however, directed
among other things towards improving the economic situation of
farmers in relation to that of the other producing classes, can not be
completely successful unless it is extended also to the constituent
elements of the real property of the farm and first to all to the land.

The necessity for controlling the land market has also a practical
aspect since it is often influenced by speculation, while at the same
time the price of land affects the production costs of a farm over a long
series of years. Anyone who knows the average value of land in his
own country and is also aware of the actual revenues obtainable from
agriculture, will have no difficulty in admitting that when the price of
land exceeds a given limit, every prospect of obfaining a remunera-
tive revenue disappears completely or becomes at least problematical,
even with the most profitable crops and the prices of the products are:
above normal. In other words, if too high a price is paid for the land
the farmers’ return on the capital invested is more or less seriously
reduced. In these cases the investment clearly becomes economically
unsound.

Nor should it be forgotten that one of the outstanding facts in the
modern evolution of agriculture consists in a large number of countries.

* International Review of ﬁgriculture, May 1941,
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in the gradual rise of the peasants to ownership of the land; this rise
has received ample support from the Governments, as proved by the
numerous measures adopted to facilitate the creation and consolida-
tion of small holdings. Now, an essential condition for the encourage-
ment of this tendency towards the improvement of the peasant’s social
position is the keeping of land prices on a reasonable level, while under
such conditions they are frequently made economically prohibitive
by competition between would-be purchasers and by speculation.

Forms of Government Action for the Control of Land Market

In the following pages we will give a brief outline of the direct
or indirect forms of control of the land market already existing in

.some countries.
Germany

The control of the land market was introduced in Germany by the
decree dated January 26, 1937, concerning irade in farm and forest
land. The starting point of this measure is to be found in the changed
concent of grund und boden in its relation to the national com-
munity, In the light of this concept, every form of enjoyment of the
land is subordinate to general interest. The right of the owner to the
use of his property, as well as his right to its disposal, is dominated by
his duties towards the national comrmunity of which he forms a part.
The result is that the transfer of a piece of land is no longer considered
.as a simple transfer of property from the seller to the purchaser but
rather as an act which interests the community and with regard to
which the State and rural classes may advance certain claims, so that
the change of ownership may not adversely affect the established order
in agriculture. Any such transfer must rather contribute towards
‘the consclidation of the order,

The decree referred to above consequently submits to State autho-
rization every contract contemplating the purchase, usufruct, dona-
tion or exchange of land in the case of farm or forest land with an
.area exceeding 2 hectares. The competent authority decides in this
respect on the basis of the opinion expressed by the head of the
peasants’ organization in the circumscription. The initial price offer
made in case of the sale by auction of a property must also be autho-
rised. Authorization may also be made subject to certain conditions.
In some cases such authorization is not required, as for instance, in the
case of a legal act coming within the scope of interest colonization, or
-of the establishment of small gardens or dwellings by a public institu-
tion or by the public utility concern.

Authorization may be refused only in the case when the legal act
in question runs counter to some important public interest; this might

-occur especially:
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(1) if the execution of the act were to compromise the regular
-.exploitation of the property to the detriment of national food supplies;

(2) if a farming property were to be transferred into the hands of
~.a person whose chief occupation was other than farming.

(3) if the act were to involve an anti-economic parcelling of the
Jand in question, or if it were 1o lead to such parcelling.

(4) if the execution of the act were to constitute a threat to the
economic independence of a farm as the result of its incorporation with
another farm;

(5) if the price were considerably out of proportion to the value of
property in question.

Moreover, the sale or the removal of live or dead stock, may also
‘be preohibited if this might compromise the regular operation of the
‘holding to the detriment of national food supplies.

Fines and imprisonment for terms up to one year are contemplated

in the case of those who fail to comply with the provisions of the
-decree.

In substance, the control of trade in land is described above has
for the State three essential objectives, all closely interrelated: in the
first place, given the character of public interest now attached to agri-
-culture, it is desired to prevent holdings from passing by various legal
transactions into the hands of speculators or of non-farmers. It has
‘been remarked with justice that the principle of supply and demand
in purchase and sale is replaced by the idea that the land must not
come into the hands of the highest bidder, but into those of the person
-capable of increasing the yield; in other words, in the first place into
the hands of the peasant, who possess the well-known juridical cha-

racteristics offering a guarantee that results useful fo the nation will
“be attained in full.

Another objective aimed at by this measure is that of ensuring
-the national food supply, by means of the efficient exploitation of the
property, by prohibiting its anti-economic parcelling and also by pro-
hibition of its incorporation with another estate, should this involve
the loss of its economic independence.

Lastly, the third basic objective in view is that of controlling
the prices of holdings. Given the agricultural policy adopted by the
State, intended to guarantee the nation’s food requirements and to
protect the peasant class, it was no longer logically possible to leave
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the land market free, it was no longer admissible that the price might
be influenced by artificial causes. The new system of prices has
gradually been moulded on the basis of these criteria. The dispropor-
tion between value and price forms the motive, as we have seen, of
the refusal to authorise the sale of a holding when said disproportion
is considerable.

In order to put the four year plan concerning the formation of:
prices into execution, the Government of the Reich has created a
“Reich’s Commissioner for the formation of prices,” giving him special
powers under the law of October 29, 1936. The prices of farm pro-
perties have also been protected against speculative rises. The Com-
missioner has therefore been called upon to intervene to a great extent
in this very delicate field. But he does not confine his work merely to
fixing maximum prices for given properties and services and to con--
trolling them; he has also the task of determining whether the price
proposed for the purchase of a property is economically and socially
justified or whether it is dietated by persona! and selfish considerations.
In this case, as the Trustee for the execution of the four year plan has
said, “steps will be taken regardless of persons.” The price justifiable
from the economie and social standpoint is the one which is not formed.
exclusively according to the criteria of private economy, In other
words, there is a tendency to free prices from the influence of the
general business trend and to give to land transfers a direction corres-
ponding to the chjects of the State’s agricultural policy. The conzept
of the owner'’s ahsolute liberty to use and exploit the land at his own
pleasure has done away with in the practice of positive German law.

In line with the task assigned to the Commissioner of the Reich
for the formation of prices, the decisions taken by him are given par-
ticular force. They compromise: (i} the possibility of subjecting to
revision all juridical procedure in connection with the formation of
prices and taking all the necessary steps for their effective control;
(2) the exclusive competence of the Commissioner in the juridieal
sphere of price formation, with the highly important consequence from
the practical point of view that the decrees issued on the basis of the
law of October 29, 1936 are binding on the courts and administrative
authorities, i.e. that they are not subject to either revision or alteration..

Switzerland

The decree issued by the Swiss Federal Council on January 19,
1940, is inspired by the same principles. This decree contains provi-
sions directed against speculation in land and against over-indebted-
ness, as well as for the protection of farmers. After declaring that the
validity of any contract involving the transfer of ownership of real
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-property is subject to rectification by the competent authority, the
.decree contemplates three groups of cases, i.e. those in which the rati-
fication may be refused and those in which it may be granted.

The first group comprises the cases in which: (1} the sale price
.agreed upon for real property exceeds the return established for an
-economic period of a certain length, increased if necessary by a
maximum of 30 per cent; this price is determined after due account
has been taken, as the case may be, of accessory services, such as
housing accommodation, supply of products and others; (2) the trans-
fer adversely affects the country’s food supply; (3) the price indicat-
-ed in the deed of transfer is below that really paid.

The second group is represented by the case in which there is
reason to fear that the operation constitutes a transfer of property
-econgmically injurious, especially when: (1) the purchase leads to
the parcelling of the land or to the merging of independent farms;
(2) the alienation of allotmenis or of parts of the property would
compromise the vitality of the farm by reducing it to the parcels
remaining after the transfer; (3) the purchaser is not a farmer and
the purchase does not serve to maintain and consolidate the exisience
of a peasant family,

The third group includes the two following cases: (1) when the
person alienating the property has acguired it by forced sale and
gells it at a sum not exceeding the purchase price; (2) if the {ransfer
takes place because the owner has contracted a disease which renders
him obviously incapable of carrying on the operation of the farm,

In connection with the problem which is being studied in this
-article, mention may also be made, because of their practical interest
of the restrictions embodied in the same decree concerning the exer-
cise of the profession of real estate agents. Only persons licensed by
the authority appointed by the canton may exercise the activity of
paid agent for the negotiation of contracts invelving the transfer of
real estate. The granting of this concession is subordinated in each
case to the condition that the applicant has a good reputation and
supplies a suitable surety. The concession must be refused if certain
facts lead to the presumption that the activities of the applicant
might result in harm to country’s economic interests. The cantonal
governments may even establish a form of contract for dealings in
real estate, compulsory to both parties.

The Netherlands

In this couniry the General Secretaries of the three Departments
<of Agriculture and fisheries, finance and justice, promulgated a decree
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of Novmber 27, 1940, according to which it will be necessary, in each
case of alienation of farm land, to produce a declaration from the com-
petent Bureau of Leases attesting that there is no objection to the
price asked, to the conditions of the sale and to the person of the pur-
chaser, and also that the general or particular agricultural interests are-
in no way prejudiced. The price may not exceed that obtained in 1939
for similar land in the same district. The said Bureaux must also see
that the sale price is not considerably higher than the return value; in.
other words, that it is not much in excess of the capital value of a rea-
sonable rental. Transfer must be refused if the purchaser is not in a
position to give adequate guarantees that he will manage the farm
himself and without intermediaries and also that he possesses the ne-.
cessary technical, financial, and moral and other qualifications for its
management. Lastly, the transfer of allotments and parts of farms
may only take place if this does not lead to an uneconomic breaking up
of an existing farm. In the case of public sales, the Bureau of Leases.
will fix the maximum sale price in advance; this must automatically
restrict the number of sales in which prices were driven to excessively
high figures.

Italy

The three instances cited above represent forms of direct State
intervention on the land market. An instance of indirect intervention
is furnished by Italy where, in order to prevent speculation in land, a
special measure has been promulgated (decree-law No. 743, 14 June,
1940, converted, with amendments, into Law 1511 on October 21, 1940).
This measure is justified by the need {o check the growing tendency
towards the investment of capital in the purchase of real estate, whose
price, due to increased demand, was showing an excessive increase
which disturbed the normal course of business. This tendency, which
was increasingly accompanied by specuation, constituted, among
other things, an incentive to inflation. In order to eliminate or check
this movement, the registration tax on deeds of transfer of real estate
against compensation between living persons was altered as follows:
the amount of the tax itself was maintained unaltered at 6 percent of
the value of the real estate transferred as of January 1st, 1939, at which
timé the tendency described above had scarcely become manifest; on
the other hand, a surtax of 60 per cent was added for the amount by
which the value of the property had increased from the above date
until the date of transfer, such increase being attributed for the most
part to the abnormal causes described above. In the case of real estate
transferred affected after the date when the measure came into force,
two distinet appraisals of the value of the real estate concerned on the-
open market must be made, one referring to January 1st, 1939, and the
other to the day of transfer. A special tax of 60 per cent was to be-
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paid on the difference between the two appraisals. Failing specific:
agreement to the contrary, this tax must be paid by the purchaser.
In the interest of the regular course of transactions in real estate, in
accordance with normal economic and social requirements, however,
numerous mitigations of the strict application of the law have been
admitted. Among these, exemption from the new tax is allowed for
transfers for which the market value, at the time of the transaction, is
helow 50,000 lires, while exemption up to that figure is granted for
transfers exceeding this figure as long as their duly ascertained value
is not above 300,000 lires.

This exemption is obviously intended to encourage the creation
of small holdings. Instructions have also been given to the fiscal
authorities to ascertain whether the increased value may not be parti-
ally attributed to improvements made to the property after January
1st, 1939. In this case the value {o be attributed to the improvements
must be added to the value fixed for the real estate as of January 1st,
1939, only the remainder of the difference being attributed to extra-
ordinary causes and subject to the payment of the 60 per cent. surtax.

Conclusion

From what has been said above it may be scen that in some coun-.
tries both students of agrarian economy and statesmen are increas-
ingly beginning to realise that trade in land is of outstanding social
interest and, therefore, cannot be left entirely uncontrolled without
grave risk to the community. Of course there is no question of inter-
fering with the normal transfer of property which makes it possible
for property to pass from those who are incapable of efficiently ex-
ploiting their land into the hands of those better qualified for the work.
The idea is rather to prevent purely speculative transfers and to adopt
a system permitting the elimination of the causes which lead to arti-
ficial changes in the price of land, bringing it back to its natural basis.
Indeed, it is possible to distinguish three kinds of causes of the variation
in the value of real estate: (1) variations in the purchasing power
of money; (2) ordinary variations in the return on a property, which
are capitalized and (3) variations of an extra-economic character,
among which the most important are the wartime rush to invest
savings in real estate even at an abnormally low rate of interest, specu-
lation, etc. Now a system for the control of the land market should
precisely tend towards the prevention of the last mentioned causes of
variation in land values; the measures adopted in some countries show
the general lines of the policy followed in this respect.

The need to set a limit, in the interest of the country, to absolute.
freedom of enjoyment and disposal of land was asserted recently too,,
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by L. C. Gray, Assistant Chief of the Bureau of Agricultural Econo-
mics in the United States who maintains unequivocally that the most
serious form of speculation in land is due in the United States to
unbounded liberty of disposal, thus allowing farms and farm land to
be purchased, sold and mortgaged on the open market without any
conirol whatsoever over such transactions. He adds that this freedom
of transfer has been one of the most important factors which have
involved for American agriculture the risk of fluctuation in the value
of farm real estate, which in the United States represents some 5/6
of agricultural invesiment. To aveid a new wave of speculation in
land such as the one which occurred during the world war, strict mea-
sures are needed to prevent credit from becoming once more the sti-
mulus and the weapon of speculation in land; it is moreover suggested
that heavy taxation should be imposed, for a certain period, on the
profits accrueing from re-sales, and that the stamp duty on legal deeds
of transfer of real estaie should be increased.

This definite stand in connection with the point of view taken in
countries whose economic policies are based on principles so funda-
mentally different, shows how the time is now ripe for a study of the
problem in the light of the new trends of agricultural policy, and
perhaps even for its practical solution.



10. A REACTION TO LAND VALUE CONTROL
PROPOSALS*

C. H. Hammar.

The superficial objectives of land value controls are to prevent
an inflationary rise in values during the war or the control period with
the auxiliary purpose of preventing a bitter aftermath of post-war
foreclosures and bankruptcies. The real objective, however, must be
to protect someone from somecne else or some group from some other
groups since rising or falling land values are hardly a major calamity

.as such.

The matter of who is being protected from whom, assuming a
programme of land value controls to be effective, is, therefore, of major
‘importance.

In the literature of land value controls there is often the implica-
tion that farmers are to be protected from other groups in the economy.
However, controls can hardly work in so simple a manner, Farmers
are sellers as well as buyers of land and sellers would hardly welcome
‘having to accept lower prices because of controls. There are no
available comprehensive data showing what individuals or groups
hold the bulk of the titles to land. Probably the great bulk of titles
-are, however, in the hands of operating or retired farmers and among
the farmers the older farmer is much the most likely to be the owner.
Younger farmers are chiefly buyers and the older farmers sellers.

If farmers are the chief holders of land titles, controls that hold
-down land values are not going to protect them from other groups so
the objective becomes one of protecting either other groups from
farmers or protecting farmers from themselves or perhaps of protect-
ing buyers from sellers, Since buyers are chiefly the younger men
-and sellers the older, the major objective precipitates rather thinly
down to the proiection of younger men from the older. At least this
“will be a major effect of the controls,

In brief then land value controls will not protect farmers from
others, The gains and losses about offset one another if farmers are
merely protected from one another, for what one farmer loses an-
other gains. If there is to be any net gain it must be (aside from pos-
sible repercussions on the volume or cost of farm production) from
the protection of the buyers from the sellers.

* Journal of Farm Economics, November, 1943,
10
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Any gains from this source are certainly a dubious foundation for
so ambitious a project as the control of land values. The protection
provided would probably have its greatest effect in the period imme--
diately affer the cessation of hostilities when a great number of farm-
ers’ sons will be returning home from the war. It was in an analogous.
period after World War I, that is, in 1918, 1919 and 1920 that the great
volume of land transfers took place and a similar post-war develop-
ment is surely imminent,

If land values are held down by controls these returning soldiers
and war workers will be able to buy their farms at prices more satis-
factory to them. However, what buyers gain sellers lose and it is.
worthwhile to ask who the bulk of these sellers are likely to be. They
will be, of course, the older farmers who are the great sellers of land.
Many and perhaps the bulk of these older farmers will have farmed
and perhaps have paid for their farms during one of the most trying
periods in the economic history of American agriculture; that is, during
the two decades from 1920 to 1940. The likelihood that the purchasers
of the immediate post-war period will be subject {o equally trying
circumstances is remote. There is, therefore, the great probability
that controls even in this case will work more injustice than justice.

Perhaps also it is worth noting that with these considerations of
what the controls accomplish in mind, farmers themselves are prob-
ably going to be lukewarm in their support of controls. Politically the
drive for controls is likely, therefore, to be very weak which in itself
may be fatal to the hopes of control advocates.

Unwanted Effects of Controls

The control of land values can be accomplished if the country
wishes, since the means of establishing control may fairly readily be
made sufficiently powerful to achieve the result. The methods pro-
posed have been of three major types including, as has been outlined
by others, {1} credit contirol, involving farm mortgage debt ceilings; (2)
heavy taxes {a) on capital gains from resale of farms and (b} on {rans-
fers of farms; and (3) land price ceilings and direct restriction of pur-
chase privilege by means of a permit system.

If the analysis above has been correct the net gains from the estab-
lishment of controls will not be great in any event. The use of any
one of the above methods of control will, however, have certain
unavoidable subsidiary effects that are in a sense the costs of controls.

Credit controls with drastic debt ceilings cannot, for instance, be
put into effect without some unwanted repercussions. The men
which the nation perhaps most wishes 1o see take the first sieps toward
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farm ownership are the younger men in a fairly early stage of their
operating careers. They have energy, enthusiasm and drive for heavy
job of farm production that older men often lack. These younger
farmers do not, however, have large savings as a rule and are often
the ones who need to borrow a maximum if they are to purchase.

The tenant farmers of the ’thirties are the men who are now about
ready to make their farm purchases. They farmed through a miser-
able decade during which their savings accumulations were meagre.
They are going to need to borrow heavily if they purchase and, there-
fore are going to be irked by credit control and debt ceilings.

On the other hand, debt ceilings are going to be welcomed by
wealthier urban people and wealthy farmers as well. To the extent
that debt ceilings are effective, they will dampen the demand for land
which will have the double effect of reducing the price of land and
increasing the rates of return that buyers may anticipate on their
investments. Lands will, in other words, be a particularly good buy
for people who have large savings available for investment and who,
therefore, will not be troubled by debt ceilings. The effect on the
tenure pattern of these debt ceilings will be counted undesirable by
those who favour owner operatorship,

The unwanted effects of heavy taxes on capital gains and on trans-
fers are quite different in nature. To begin with, such taxes tend to
put an end to transfers. If the sellers must pay all the tax they must
in effect part with their property at a price so low that they can hardly
hope to find alternative investments that will provide them as satis-
factory a rate of return as they can get by refusing to seil. If buyers
must shoulder all the tax they must in effect pay a price so high that
the investment loses its attractiveness. If the tax is shared between
them there is just a lesser reaction on each but the {otal effect is the
same.

Now after the low level of voluntary and high level of distress
transfers all during the ’twenties and ’thirties there should be much to
be gained by a large rather than a sharply reduced volume of volun-
tary transfers. The effect of the troubled vears of the ’thirties was
unquestionably to lead many to delay purchases that would otherwise
have been made. If owners are more conservative users of land than
tenants, as has often been claimed, there is a gain to be had by seeing
that the normal movement up the agricultural ladder is facilitated and
not obstructed.

By the same token something would probably be gained by per-
mitting a normal retirement of superanuated operators and their re-
placement by younger men. The ’thirties slowed the accumulation of
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wealth on the part of farm owners and many of them must have de-
layed their retirement beyond a normal period. Effective controls will
largely prevent their selling and there may be some loss involved. The
loss of efficiency in this case will be small, however, because leases
can 50 easily be substituted for sales.

More important will be the potential unevenness of the tax be-
cause of the uneven recovery of land values in the various parts of the
countiry since 1933. The states centering around Kentucky have seen
the greatest gains in values since 1933 while in the Great West North
Central Geographic Division values have gained very much less. Yet
during the last world war the wvalue gains in these West North
Central States were among the greatest in the country. There is the
great possibility, therefore, that for a time values in these states will
gain much more rapidly than elsewhere. If controls were established
immediately, therefore, and a heavy capital gains tax levied, it would
apply with great unevenness. This unevenness might easily turn into
political dynamite in such states as Iowa, Missouri, Minnesota and
particularly in the states from North Dakota to Kansas where the re-
covery in land values has been woefully weak so far.

One of the weakest aspects of the land value control proposals
however, resides in the fact that so little can be expected from them
in the mopping up of the excess purchasing power that is the real
mischief maker. Effective controls are likely to stop transfers but not
to stop the accumulation of investment funds potentially available in
the land market. These funds can move in many directions to create
about as much mischief as they would have ereated in the land mar-
ket. They can go to farm sales and bid up the prices of livestock and
farm equipment to fantastic heights. They can get into the stock
market or the urban real estate market with equally disturbing effects.
They can be deflected into overcrowded consumption channels and
make the problem of rationing and price control more difficult. In
this connection also, therefore, there is not much if any net gain in
prospect from the establishment of land value controls.

Finally, there is the matter of the unwanted effects of the most
drastic of all proposals made in connection with land values controls.
This is the proposal to allow land to be transferred by permit only;
the permits to be issued locally and under laws of the individual states.
There has been some attempt to gain some prestige for this proposal
by drawing an analogy between a system of transfer permits and the
use of rural zoning as carried out in a number of states with some puta-
tive success. Just now permits correlate with zoning is left very
vogue, however, and should not hide the possible vicious effects that
such a drastic requirement for transfer privileges may involve.
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Those advocating permits put it in its best light as giving local
farmers a right to determine who shall buy land in their community,
The proposal has, therefore, the appearance of establishing demo-
cracy in the determination of the land tenure pattern but actually
it takes no penetration to see how easily such a device could and
would be used to perpetuate existing ownership systems. In the
south the programme would quickly be brought under the control of
existing plantation owners and the ownership aspiration of poor
whites and coloured neatly thwarted under the protection of the
law. The permit system would be made to order device for those
who would like to thwart the efforts of the Farm Security Adminis-
tration, not only in the South but everywhere.

In general the permit system would act most often as an obstacle
on the path to agricultural efficiency. Its tendency would be to put the
system of ownership and, to an important degree, use into a straight
jacket nearly everywhere and effort would immediately need to be
instituted to burst the jacket. The nation, as I have tried to point out
in an earlier study, thinks well of the ideal of owner operatorship
of farms but not sufficiently well to sacrifice efficiency in agricultural
production for the sake of that ideal. The land ownership pattern
needs to be dynamic and a system of permits would by no means
increase its flexibility,

Despite the fact that the prospect of land value inflation has been
overworked by those advocating controls there is nothing to be gained
by denying its definite possibility. The farming community that
supplies most of the funds to the land market is on the receiving end of
a balance of trade as favourable as it was in the 1914 to 1920 period.
Farms incomes have improved greatly and the memory of the hard
times of the ’thirties is going 1o be a strong force stimulating an un-
usual degree of thrift among farmers. Furthermore, land values are
rising and the prospects for further rises are so inviting that a decline
in capitalization rates may yet occur.

Means to insure a continued judiciousness in land investment par-
ticularly on the part of farmers would, therefore, be a fine thing and,
were it not for the dubiousness of current land value control proposals,
there would be much to recommend the idea. Perhaps the mischief
arises chiefly because of Dr. Black’s early separation of the problems of
inflation control into two categories of the control of commedity prices
and of land values. Actually there is need only for control of excess
purchasing power and the assumption of the additional need to control

land values is the assumption that the excess of purchasing power has
not been put under control,
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When the matter is put in this light there is no room for
a control of land values independent of the control of excess
purchasing power. There is no reason, however, why the
attempt to reduce the volume of purchasing power should not make
use of the fact that some of this excess finds a natural outlet in the
land market particularly if such control also exerted a healthy effect
on land values. A programme of reducing excess purchasing power
in the land market would not, however, be land value control and
should not be labelled as such.

The best method, known to the author, of using the land market
to mop up excess purchasing power would be to require of each -
seller that he accept a portion of the purchase price say, 10 or 20
per cent of the total, in war bonds of the federal government. These
bonds would be nonredeemable and nontransferrable until some pre-
determined date after the war’s close when, presumably, the pres-
sure of excess purchasing power would be at least much less. Indeed
there could be at the later date some real need for additional pur-
<hasing power.

The rule of nonredeemibility would need to be softened at times
in order to avoid visiting hardship on the occasional seller whose cir-
cumstances for one reason or another genuinely required that he be
permitted to use the proceeds of the bonds. Suspension of the rule
in such instances would easily be accomplished by setting up local
boards (almost certainly rationing boards could do a satisfactory job)
to abrogate or modify them upon application. The appeal 1o patriot-
ism could be used to reduce the number of such appeals to the mini-
mum and local boards would know local circumstances so that there
could be a reasonable expectation that abuses would be held to a
minimum.

There are likely to be certain legal complications connected with
any method of direct or indirect control but aside from these the
method outlined above would have a number of advantages. In the
first place it is not at all punitive as the other and more drastic pro-
posals would surely be considered. It does not select for taxation a
particular class of citizens who are acting in a (to them) .perfectly
normal manner. It has the great advantage of administrative sim-
plicity and its application, by the use of these appeal boards, can be
‘made to have the needed degree of flexibility. The unevenness of
application because of the likelihood that land values will rise much
faster in certain areas than others would be a lesser matter since the
tax features are eliminated and the penalty involved is no more than
a reasonable postponement of the use of purchasing power. The
objective is the reduction of the volume of purchasing power and
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not the direct control of land values and such an objective is much
more likely to be counted a legitimate one.

Finally, with a.minimum of interference with normal and legi-
timate transfers, the requirement to accept bonds with the purchase
price would actually drain off excess funds that under other pre-
grammes outlined above would tend to remain in the hands of investors
to be used for inflation mischief in areas other than in the land mar-
ket. The method would be, therefore, a genuine supplement to other
methods of inflation control by the reduction of purchasing power
.and not a mere method of deflecting that purchasing power elsewhere.



11. PROBLEMS OF LAND VALUE#*

Of all problems associated with agriculture none is more elusive:
and complex than that of the price of the land on which farming is.
practised. The Commission is compelled to give some attention to-
the problem of price in conjunection with the subject of land tenure,
because the price of land is really the price of the tenure of land, and
because in recent yvears much attention has been focussed on this ques-.
tion. It has been found desirable in this Report to distinguish between
“value” and “price” in the sense of “market price.” The latter is not
caleulable and, although it is primarily generated by the resultant of’
the various forms of value, it is often further enlarged by additional
intangible factors such as speculation and competition.

Productive Value

The chief satisfaction which individuals may obtain from the pos--
session of agricultural land is the income which can be obtained from.
the sale of products which result from its cultivation or use. This.
power of satisfaction which the land possess is generally referred to-
as its productive capacity and the capitalized value thereof is gener-
ally referred to as its productive value. This value is capable of in-
dependent estimation, that is to say, it can be determined from physi-
cal output and is, to that extent tangible.

In a competitive market for land a number of estimates of produc--
tivity will be made and they will be capitalized so as to determine the
prices which interested people would be prepared to pay to obtain
possession of the land. It is inevitable that the most optimistic esti--
mate will frequently be an over-estimate because there are always.
land seekers who, through ignorance or through foolishress in taking:
risks and by failure to provide a reasonable labour income, will con-
tinually over-estimate the productive capacity of land. The most
optimistic individual will usually prevail in the market, so that the
market prices of land generally tend to be influenced by over-optimis--
tic estimates of productivity.

This tendency for the market to over-estimate productive value-
is further encouraged by the fluctuations which take place in agrieul--
tural prices. Land is a long term investment but buyers of agricultur-
al land frequently have short memories. When agricultural prices
rise above the long term average a wave of optimism affects the mar-

* Rural Land Tenure and Valuation: ﬁinth Report of the Rural Recons~
truction Commission, (Commonwealth of Australia) June 1946 (pp. 24-34)..
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ket for land; the experience of the past, with its recurring periods of’
lower prices, is largely forgotten and buyers bid for the land at figures
which anticipate a continuance of such prices for produce, forgetting
that they are unlikely to be sustained over a long period. The fact
that the quantity of satisfactory land for any purpose is limited assists.
" this tendency. It enables the majority of sellers to hold off the land
market when indications are not favourable for prices of products, thus.
creating a discontinuous market in which the greatest activity takes.
place when prices of products are above the average.

It is very important to note that the productive value of land per-
acrie can vary according to size of the unit in which it is held and:
used, For instance, a particular class of land may give itls most pro-
fitable results when used in the area of 1,000 acres, and have a real
production value of £8,000 or £8 per acre, but if held in an area of
only 500 acres may have a productive value of only £2,000 or £4 per-
acre. A reverse position with similar eonsequences can be observed
in other cases where holdings are too large and the productive value:
of the land, as held, is again less than the optimum value of the land.
There is thus a distinction between the optimum productive value of’
the land and the productive value of the land as held.

5

Unless there are legal restrictions on title which prevent a land-.
holding’s being added to or used as an addition to some other build-.
ing, small holdings offered for sale will cften attract buyers who,
because they already hold land within the district, are able to disregard.
any limitations of value due to size. As a result the general tendency
is for the market to establish its per acre price for a holding on a.
basis which, in effect, disregards the actual size of the holding and as-~
sumes an optimum productive value for the land. For instance, the
productive value of the 500-acre holding mentioned above is only £4
per acre, but i{ will in the market tend to command a price approach-
ing to £8 per acre, the same price per acre as the 1,000 acre block,.
which has a productive value of £8 per acre. Many a small holder
gearching for reasons for his difficulties, finds them in the difference
between the price at which he bought his holding and its productive
value. IIe frequently fails to realize that if the size of his holding
were increased this difference would be considerably reduced. The
failure to recognize the distinction between optimum productive value
of the land and the productive value of actual holdings is one of the
defects of those Crown leasehold systems in which area of holding is:
arbitrarily fixed by the Crown, but the rent charged by the Crown is:
deduced from the open market price of the land.
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Non-Productive Components of Land Value

If production from the land were the only satisfaction which those
who seek agricultural land see in its possession, the problem of land
value would narrow down to a single issue. But many other attrac-
‘tions enter into the minds of seekers and have an influence in deter-
‘mining the prices of land in the market. They are mainly social
attractions which, whilst they command a money price, are not enjoy-
able in terms of money. Some of them are as follows:—

(a) Land invesiment as a security for capital has a particularly
strong attraction for many people. Agricultural land does not escape
their attention. This prejudice is rooted in the feeling that when all
else fails the land is still there, and capital sunk in land will eventual-
ly be recoverable. Because of this sense of security which possession
of land seems to give, buyers will often be prepared to accept a lower
return on the money necessary to obtain possession of it than they
would be for a similar amount of money invested in a commercial
undertaking. In times of national crises, such as a state of war, when
there is a danger of inflation, the prejudice is particularly strong; at
such times land will even become a “funkhole” for capital.

(b} From the time of the squatters there has always been an
ingrained belief in the minds of many people that possession of a land
holding is the way to prestige in the eyes of the community, that
ownership or any other form of secure possession of a landed estate
-confers superiority over others not so situated. Whilst this attitude
probably offends the true democratic spirit it nevertheless prevails; the
more favourably situated the district the more it is apparent. It
brings to the free market for agricultural land an influence which is
beyond consideration of the productive value of the land.

{c) Possession of farm provides a place of steady employment
and, usually, a home. Both of these are sought after. The employ-
ment has the added attraction of apparent independence. Ideas of
sel-sufficiency in providing food requirements in a time of national
disaster also enter into calculations. Many buyers see a value in
these satisfaction and are prepared to pay a premium on productive
value to obtain them. Some farmers regard payment of a premium
as a good outlay if it is paid for a farm on which they can place a son.

(d) Some farms have improvements which have no utility to the
land as a factor in production but which are valued as amenities. Pay-
ment for these will raise market price above productive value.

. (e) As between farms there are advantages in situation which
influence costs and therefore productive value. But there are also
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advantages in situation which are mainly amenity values, such as
proximity to a school, or to townships and the social life thereof,
-convenience of personal transport, or location against a river or on a
site with a particularly good view. These amenities will cause a farm
to command a price in excess of its productive value. Sometimes,
however, from an amenity point of view situation is a disadvantage
which entails a discount rather than a premium on productive value.

Other illustrations could, perhaps, be given, but sufficient has been
said to show that, in the eyes of many purchasers, an amenity, or non-
productive value, as well as the productive value, enters into the price
of agricultural land. Unlike productive value, amenity value is large-
ly made up of intangibles, Whereas the former is capable of estima-
tion without regard to the land market, there are no physical or eco-
nomic data to guide an assessment of the latter, It is a personal value
which can only find expression in a market. This is one of the difii-
culties facing those who consider that prices for farm holdings should
always be fixed by a tribunal and transfers controlled accordingly.

“Prospective Value”
’

The third element which enters into the market determination of
.agricultural land prices is “prospective” value. Land which has in-
crements of value in prospect immediately acquires an additional
present value., Land in the path of suburban development, for ins-
tance, can be expected gradually to increase in value, and these
increases of value when anticipated, give the land a prospective value.
Prospective value may also be created by expectations of increases in
productive value. Prospects of extension of irrigation or of increased
returns consequent on new scientific discoveries are notable illustra-
tions of such expectations. To what extent prospective value enters
into the determination of market prices is impossible to judge. It is
certain that anticipation of increments becomes very prevalent in
periods of rising commodity prices. Generally however, the major
influence in creating prospective value is anticipation of a change in
the use of the land. This is sometimes referred to as “ripening” value,
that is the progressive added value which the market will attribute to
‘the land as the time approaches when it can be put to a higher use,

With so many intangible non-productive elements present in the
prices paid for agricultural lands, it is impossible to ascertain beyond
reasonable doubt the extent to which the price paid by a purchaser
for any particular holding is too high. Assertions may be made, and
a good deal of support for them may be got from comparing sales of
comparable lands over a period and by assessing the productivity of
the land, but they cannot be proved, since the non-productive satis-
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factions which the purchaser obtains from the land are capable of
assessment by him alone. All that can be established is that the price
paid for a holding exceeds the productive value of the holding as
determined by a particular assessment. The difference may be ac-

counted for by

" (a) over-estimate of net productivity, caused mainly by over-
assessment of yields and insufficient allowance for operating costs, de-
preciation and labsur income; this is probably the most prolific cause
in a long term view;

(b) insufficient farm size—also a prolific cause;
(¢) non-productive satisfactions;
(d) prospective incremental vaiue.

The Commission’s observations and inquiries lead it to believe that
this difference appears fairly generally. However, it is variable. It is.
more pronounced in some holdings than in others and tends to dis--
appear in some districts; it is more pronounced in periods of rising.
agricultural prices than in other periods.

Consideration of Contrel of Land Prices

The fact that in the possession of farms men see, beyond the net
return from output, other satisfactions from the land, and are prepared
to put a value on those satisfactions and pay for them accordingly, is
not necessarily prejudicial to the efficiency of agricultural production.
and the welfare of agricultural producer. The payment of a price for-
agricultural land above its productive value is common. However, the-
producer who possess the requisite capital is neither inevitably forced
to adopt inefficient farming methods nor to suffer hardships because:
he pays that price. He will, undoubtedly have to forgoe interest in
some part of his purchase price (assuming commerecial rate is sought
from production) but that is the price he pays for non-productive at-
tractions for which no return in terms of money can be expected.

The unfortunate aspect, however. is that many buyers enter the
market and buy farms at prices in excess of their true productive
values lacking adequate capital to indulge themselves, without fear
of financial embarrassment, in purchasing non-productive benefits
from land, or in asserting their own ideas; however, inflated of pro-
ductive values. Many of these are ignorant of the errors they are.
committing because they are not properly aware of the true produc-.
tive values. Some are irresponsible gamblers—with other people’s
money; whilst a third element is made up of those who, in order to.
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obtain land and achieve proprietorship and independence, are deli-
berately prepared to submit their families to very austere living stand-
ards. It is in such cases as these that difficuties occur. They do not
necessarily occur because land prices are high or contain non-prodite-
tive elements. The problem is excessive borrowing rather than
excessive prices. Loan limits are normally based on land prices as
‘measured in the market. The capacity to pay interest on debt, how-
ever is limited by productive income. The danger is therefore that
‘the non-productive elements in land value, and excessive prices gener-
ally, may lead to the creation of debt which is too high in relation to
‘productive capacity.

Problems Associated with Direct Control of Rural Land Prices

It has been suggested to the Commission that Agricultural land
should never be allowed to attract a price above its productive value
and to this end all sales should be controlied. The people who make
the suggestion apparently believe that such a control would remove
the main cause contributing to failure of farmers to realise a salis-
factory labour income since, with farm prices limited to real productive
value, the capacity to over-commit through borrowings would be
similarly limited.

On first impression this suggestion Has some appeal but the more it
is examined the less inclination there is to recommend it as a long term
policy. Inthis connection the following are some of the considerations
which must be taken into account:

(a) Would it be right to disregard entirely what are non-preduc-
tive but nevertheless real elements of value? If so, where there are
4wo holdings of equal productive value after allowing differences in
situation affecting net return, who gets the holding with the best
attractions in situation frem a residential point of view? Who gets the
holding with the best prospects of an increase in productive value due
to future developments? Will these decisions be made by arbitrary
-allotment—another control—with consequent jealousy, or will they be
.decided by drawing chits from the hat?

(b) Would prices be fixed on the basis of the optimum produc-
tive value of the land or on the basis of the productive value of the
holding? 1If the former, are we any further advanced if the produc-
tive value of the holding, owing to its size, is less than the optimum
value of the land? If the latter, whose responsibility would it be to
see that the holding is built up to efficient size; or would anything
be done about the matter in the interest of agricultural efficiency?
In other words, if the price of the 500 acre farm referred to in para-
graph above were fixed at £4 per acre, would we rest content and not



158 REHABILITATION OF LOW-INCOME FARMERS

take steps to increase its size in order to make more efficient use of the-
land?

(c¢) In the interest of agricultural efficiency. what are we going
to substitute, for the natural control by which the market price of
land functions to force land. into its best use?

Objections to Direct Control of Land Prices

The Commission believes that a permanent policy of arbitrarily
controlling agricultural land prices is not justified for the following
reasons:—

(a) There are elements of value which can only be satisfactorily
determined by a land market.

(b) The benefit of the open market price as an economic direc-
tive influencing the organization of farms into efficient size might be-
lost.

(¢) Freedom of the individual to contract for the sale or pur-
chase of land would disappear or “black-markets” become a perman-
ent feature of our land economy.

(d) With the disappearance of freedom to contract, the freedom
of the individual to seek and compete for the location he desires, or
for a change of location, would be lost. It is even possible that
individuals may become pegged to the holding of their original
choice with no opportunity to shift to another location.

{e) The method of acquiring land by open market dealings is
admittedly subject to certain abuses but the Commission believes
that it is possible to overcome or modify these abuses by measures
which do not involve the abolition of the system.

Need for an Official Advisory Service in Relation to Land Values

The fact that the Commission does not recommend a long-term
policy in arbitrarily fixing prices for agricultural land does not by
any means dispose of the question of high land prices, for there are
features associated with land prices which in the Commission’s opin-
jon call for consideration by Governments.

As has been pointed out earlier in this Report the most important
cause of “inflated” agricultural land prices is the general tendency
of the market to over-estimate the productive value of the land. To
some extent this is influenced by conceit of purchasers, many of
whom attribute to themselves capacity as farmers beyond the ordi--
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nary. To some extent the venturesome character of the Australian.
agricultural land seeker causes him to be careless in his judgment, and .
to disregard or dismiss lightly disadvantages which a more cautious.
character would weigh carefully. In this respect he has been en-
couraged by Governments which have been too ready to come to his.
rescue if he gets into trouble.

The urge to weigh up prospects carefully before entering into.
contract to acquire an agricultural holding is far less where there
is a beneficent Government to fall back on, than where the individual
must suffer the penalty of his own bad judgment. Unfortunately, at
the present time many agricultural land-seekers believe that to get
possession of a farm is worth any risk because sympathetic Govern-
ment will ensure that they are kept on their holdings once they get
possession. In such an atmosphere it cannot be expected that farm
buyers will always exercise careful judgment. Each state can prob-
ably quote hundreds of instances where land-holders have been prop-
ped up by Government assistance within a very short time after-
acquiring their holdings.

But by far the most important influence responsible for buyers’
over-estimating the productive value of agricultural land is lack of"
knowledge. Too many men enter into negotiations for the purchase
of farms, inadequately equipped with knowledge to protect them from.
exploitation. Frequently the only information upon which they act
is that supplied by the vendor or his agent.

The fluctuating nature of seasons and prices makes it easy to err-
in the description of a farm’s capacity without being liable for mis-
representation. The vendor’s, ¥I've taken ten bags off this country,””
or “I've carried as many as 3,000 sheep on this holding,” probably
could not be challenged on the score of veracity, buf, because they
represent peak performances, they can be very misleading statements
of the true long-tferm capacity of the holding. I is often difficult
for intending purchasers to get reliable information about the real
capacity of a holding because there is no unbiased authority to con-
sult, and often only the vendor has any intimate knowledge of the:
nature, behaviour and yield capacity of the soils on the holding.

This lack of knowledge with consequent inability to assess pro-
ductive value is an indictment of our agricultural and educational
extension services. In all these services a lot of time and money
has been spent in spreading information which assists farmers in
cultural practices, stock husbandry and all the other technical aspects.
of farming; but such subjects as climatology, soil, classification, land
economics and the economics of agricultural production have been.
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“badly neglected. It is in these latter subjects that knowledge is ne-
-vessary for reliable estimates of the productive capacity of agricul-
“tural holdings.

We might well ask ourselves what proportion of the hundreds of
“persons who profess to make valuations of farm lands for various
purposes have sufficient knowledge of these subjects to make reliable
valuations on a productive basis. Most of them have been brought
-up under the system of deducing valuations from sales of comparable
lands and many of them have not the technical knowledge of soils
nor the knowledge of production economics to properly qualify them
“to make commercial valuation.

The Commission, therefore, sees as the first essential siep on
-combating inflated land prices a considerable development in the
dissemination through agricultural extension services of knowledge
on climatology, soil classification, and the economics of farming. In
this way the general level of capacity to “read” holdings and assess
“their productive capacity will be raised. It is well recognized that
in a system of free enterprise it is impossible to “save fools from their
folly,” but what often can be done is to provide so much authentic
information that individuals can have little reasonable excuse for com-
mitting errors in land transactions.

The Commission believes that the nation can make a marked con-
tribution to stabilizing agricultural land prices and keeping them in
reasonable relationship to production values by providing a national
service under which authoritative advice on soil classification, pro-
ductive capacity and productive value is available in respect of every
“farm holding, and by making it a compulsory provision that any des-
cripiion of a holding for purposes of sale includes an up-to-date official
-assessment of praductive value. A service such as this will take a lot
-of building up because there is an appalling lack of authentic infor-
mation as to soil characteristics and productive capacities of farm hold-
ings in Australia. Nevertheless, the Commission believes that it is a
service which in the long run will amply, although indirectly, reward
“the nation, The service can easily be allied with the general valuation
service which the Commission has already recommended in its Third

Report.

The service will have many advantages. It will provide intending
‘purchasers of farms with reliable information which they now have
difficulty in getting; it will exert a marked controlling influence on
farm prices without the objections of a direct control; it will provide a
reliable guide to credit institutions and thus help to control over-
“borrowing; and it will provide governments with reliable information
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-which will be of great value in assessing the merits of farmers'
demands for price guarantees and subsidies or in guiding production

controls.
Temporary Pegging of Land Prices

The objections which the Commission has put forward against
any permanent system of fixing land prices do not dismiss the possi-
bility that, under certain circumstances, the nation may be justified
in pegging land prices so as to hold them to levels existing at a
specified date. It must be recognized that such a system is entirely
‘unsatisfactory for permanently stabilizing land prices because it can
easily ignore real increments, or decrements, which often acerue to
values. It is only valuable in extreme emergencies, when it may he
‘used as a temporary measure to avoid speculation and increases in
price such as may be brought about by exceptional circumstances
which will not persist.

The Commission cites two circumstances in which resort to peg-
ging may be justifiable procedure. The first is where, in a state of
national crisis, such as war, the nation is compelled to depart from
-orthodox finanecial and economic policies in such a way that, without
-«gontrol, commodity prices rise and land prices move in sympathy with
them. Pegging in these circumstances would be conditioned by, and
be part of, a general control system aimed at maintaining some form
of general economic stability, The second circumstances is where the
‘Government undertakes a major development scheme which ulti-
mately may increase substantially the use of value of existing farm
holdings. Probably the most cutstanding examples of such develop-
ment are large scale irrigation schemes. Experience has shown that
the initiation of schemes of this nature will, without control encour-
age speculation in farm lands and their exchange at prices which
cannot subsequently be sustained. Pegging in these circumstances
would be designed {o prevent speculations and to hold prices until the
Tesults of development were more apparent and reliable judgments
-could be formed of the real increment accruing to the value of the
land as a result of the development.

The disadvantage of pegging are in the first instance administra-
‘tive; under such a system close supervision must be maintained over
all sales, which would ideally be subject to official valuation. In
connection with the present war-time pegging system it has been
found in practice that, to ensure uniformity and to preserve an out-
look appropriate to conditions of February, 1942, on which prices are
‘based, very considerable supervision is required. The limiting fac-
fors have been the shortage of trained personnel and the absence

11
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of data in relation to the magnitude of the task which has had to-
be faced.

From the experience gained of the war time pegging system it
is clear that if there had been in existence a proper uniform valuation
service along the lines suggested by the Commission, the task would
have been rmuch more easily and satisfactorily carried out. The war
time pegging control must not, therefore, be condemned because of
its administrative difficulties. Those difficulties have at least drawn
attertion to the disadvantages suffered through lack of an efficient
official valuation service, and they show how much easier the task
could be on any future occasion if a proper service existed.

Another extremely important disadvantage of a policy of peg--
ging land prices is that it tends to congeal the market and hinder
transfers of land. This is particularly the case with land which is
under-valued as a result of the control. Where productive value has
risen above ihe pegged price, the holder is faced with the choice of
retaining possession or of selling at a price which will yield him a
relatively lower income in an alternative type of investmenti. By
holding the land he can at least prevent his income from diminishing,”
and can hope that the control will ultimately be lifted so that he
may also gain capital profit. The result is that under a system of
pegging particularly during a period of prosperity, land does not
come {reelv on the market and the exchange of properties is impeded.

The Commission is of the opinion that, in view of the irritation
and inconvenience caused by the operation of a pegging conirol, of
its adininistrative difficulties, and of the effects which it has in con-
gealing the market for land, il should be used only as a temporary
measure and then only in special circwinstaunces such as have been
mentioned,

In an earlier report the Commission drew attention to the dan-
gers of a run-away inflation of land prices if the present system of
control were not continued for a period after the war. The Com-
mission has suggested a period of control of five years from the ter-
mination of the war, first, with a view to preventing undue specula-
tion and inflation, and secondly, to help the orderly acquisition of
land for the settlement of serviceren.

One aspect of pegging control needs very careful consideration.
Pegging gains its justification from a need both to exercise control
during a period when economic conditions are disturbed; and alsc
to hold a stable position until there are some clear indications as to
what are likely to be settled economic conditions when the causes of
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disturbance begin to wane. All indications seem to point to the fact
that strong efforts will eventually be made to stabilize the economy
on a price level above that of 1939. In any sustained control, adjust-
ments to the pegged price for land should be made from time to
time as indications suggest that the increase in value is likely to be
permanent. If this were done, much of the present dissatisfaciion
with the pegging conirol would disappear and the market would
move more freely and naturally. Furthermore, the transition from
the econamic levels of 1939 to any higher level at which the economy
may eventually be stabilized would be effected gradually, and any
big disturbance which would be likely to take place if the controls.
were suddenly lifted at a later date would be avoided.
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12. JAPANESE PROGRAMME OF LAND
REDISTRIBUTION *

Abolition of the pernicious land tenure system which has long
‘blighted Japanese agriculture and impaired development of a peace-
ful national economy has been a basic objective of the occupation.
Accomplishment of this objective is essential to the economic and
political well-being of Japan,

Having an area of 142,270 square miles, Japan is smaller than the
State of California. Only 16 percent of the total area is arable.
Approximately 47 percenti of the total population of about 81,600,000
depends on agriculture for all or part of its income. Before the sur-
render, about 70 percent of the farmers rented all or part of the land
they cultivated. Only 9 percent of farm household cultivated more
than 4.9 acres of land, and 67 percent cultivated less than 2.4 acres.
This overcrowding had led to a highly inequitable land tenure system
with rents ranging from 30 to 70 percent of the annual crop and had
resulted in widespread economic instability and social strife.  Re-
pulsed in their demands for remedial legislation, farmers, during the
-decade preceding World War I, consciously and unconsciously gave
sirong support to the military group which held out the promise of
new lands and prosperity to be won through aggressive war. This
course was thwarted by defeat and surrender. The tenant class in
occupied Japan, with demands for relief from their intolerable
situation still foremost in their minds, remained a fertile field for any
other exiremist ideology promising a solution to their problems.

The elimination of this malignancy was recognized as vital to the
promotion cf maximum production of staple foods and requisite so-
cial and economic stability. On 9 December 1943, the Supreme Com-
mander for the Allied Powers issued a directive to the Japanese Gov-
ernment “to take measures to insure that those who till the soil of
Japan shall have a more equal opportunity to enjoy the fruits of their
labour.”

Japanese land reform is based on legislation enacted by the Diet
and promulgated on 21 October 1546. It has two main objectives:
(1) transfer of land ownership to farmers who actually till the soil,
and (2) improvement of farm tenancy practices for those who con-
tinue as tenants. The programme has emphasized private rather than
state, and individual rather than collective ownership of the land.

* General Headquarters, Supreme Commander for The Allied Powers:
National Resources Section, 15th April 1949.
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The programme in each village is administered by a local agri-
cultural land commission, elected by and from the farmers. The ratio
of tenants, owner-cultivators. and owners on each commission is estab-
lished by law atr 5. 2, and 3 respectively.+ Each category elects its
own representatives to the commission, Elected prefectural agricul-
tural land commissions coordinate and supervise the work of local
commissions under the general supervision of the Central Agricultural.
Land Commission (National). of which the Minister of Agriculture

and Forestry is chairman.

Agricultural lands subject to purchase have been: (1) lands own--
ed by absentee landlcrds; (2) tenant-operated lands in excess of
specified retention rates; (3) owner-operated lands in excess of re--
tention rates fixed by law, except those that can be reasonably operat-
ed by the farmer and his immediate family; (4) corporation-owned
Iands that do not relate directly to the principal objective of the cor--
poration, and (3} lands capable of reclamation for agricultural use.

Lands subject to transfer have been purchased by the govern--
ment (through the agency of the land commission) for resale to elig-
ible buyers. Tenants on the land as of 23 November 1945, other
tenants, and other persons who wish to cultivate the land have had.
priority to purchase in that order,

The purchase price of land, established by law, is subject to varia--
tion within legal limits at the discretion of the land commission.
Sellers of land receive payment in Y1.000 bonds bearing 3.65 percent
interest and redeemable in 24 equal annual instalments: Any amount
less than a unit of Y1.000 is paid in cash. Tenants may pay for all or
any part of the land at the time of purchase and the remainder in 24-
annual instalments with interest at 3.2 percent. Tenant payments for
the land. plus other expenses coincident with landownership, in any
year cannot exceed one-third of the gross income from the land in that.
year. In case of crop failure or low farm prices, the government will
reduce, defer or cancel the annual payment.

Agricultural lands purchased under the programme may not he-
sold or used as collateral for loans during the 24 years amortization
period without specific approval of the government. Tenant purchasers
desiring to discontinue their purchase contract during the 24-year:
amortization period must sell their lands back to the Government on
terms similar to those of the original contract. All future land trans-
actions are subject to approval by the agricultural land commission.

+ The area cultivated by tenants is reduced ¢ o

i 1 k to 12% of the total as the
Land Transfer Reform is completed. Due to the new Law, “Owner cultivation.
will predominate and cther interests will balance each other.”
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Through the land reform programme, the Japanese Government
had acquired 4,581,073 acres of cultivated land by 2 March 1949, of
which 4,389,344 acres had been sold by 31 March 1949. Disposal of the
remaining 191,729 acres together with small additional amounts of
land still to be aequired, will be virtually complete by 30 June 1949,
The cultivated land area operated by tenants will have thus been re-
duced from an estimated 6,300,000 acres (46 percent) to approximately
1,670,000 acres (12 percent). As of the same dates 540,134 acres of’
pasture land had been acquired, of which 233,149 acres had been sold..
An estimated additional 375,000 acres of pasture land awaiting pur-
chase, together with the 306,985 acres on land will be largely sold, to.
cultivating farmers by 30 June 1949. In addition to cultivated and
pasture land, 2,402,544 acres of land has been acquired for by reclam-
ation for sale, to owner-farmers as part of a long-range programme for:
increasing the total cultivated area of the country. Of this amount
100,167 acres had been reclaimed and scld to individuals, or sold to
individuals for private reclamation by 1 February 1949.

Although the land reform programme is dedicated primarily to
creating owner-farmers, total elimination of farm tenancy is not con-
sidered feasible. A small reservoir of land subject to tenancy is con-.
sidered essential to a programme of maximum food production. Flexi-.
bility in the land tenure pattern must be preserved to prevent with-.
drawal of land from cultivation in cases where the owner becomes
temporarily unable to cultivate for himself, or where no applicant to
purchase land is available. The land reform programme therefore-
also includes provisions to insure fair tenancy practices for those who
remain as tenants. The most important of these provisions are: (1) a
written farm lease with all principal elements clearly stated; (2) cash.
payment of rent; (3} ceiling of 25 percent of the produection from.
paddy and 15 percent from upland fields; and (4) rent contract
cancellation or alteration subject to approval by the land commission..
A model lease contract form to be used by tenants and landlords as
a guide in drawing up their own contracts has been widely distributed..

The total cost to the Japanese Government of administering the-
reform programme was Y5,929,648,750 for the period 1 September 1948
through 31 December 1948. Of this amount Y4,874,923,093 was spent.
for the support of the 11,322 local land commissions. Principal res-
ponsibility and credit for the success of this programme involving
transfer of title to about 30,000,000 individual parcels of land, accrues
to these local land commissions. The average cost of operating an in-
dividual local land commission has been approximately $1.450 (com-
puted at an assumed rate of Y300 to $1) for the period September 1946
to 31 January 1948, or about $ 50 per month per commission,



13. RE-DISTRIBUTION OF LAND AND AGRARIAN
REFORM IN POLAND*

A. Jalowiecki

The first Law on Agrarian Reform was adopted by the Polish
Parliament on July 15. 1920. It remained in force without serious
modifications up to December 28, 1933, on which date a new agrarian
reform law was passed by Parliament. Various additions and amend-
ments have been made to the original text of the law nearly every
year since its introduction; the text as it stands at present will be
examined here.

The object of the law is to reduce agricultural unemployment,
to enlarge very small holdings, and to redistribute land so as to employ
as much labour as possible while obtaining the maximum economic
return per hectare.

Provision is made in the law for the compulsory partition of large
holdings, in particular those belonging to the State or to ccrporate
bodies, mortmain lands and private estates of an area exceeding 60
hectares near towns or 19 hectares in country districts,

The aggregate of the areas of these various categories of holdings
forms the area to which the agrarian reform law is applicable. Ex-
cluded are: estates of an area less than 180ha. {60 if near a town); with
forests, building land, gardens and pools enclosed in estates of over
180 ha. In certain circumstances, the maximum of 180 ha. may be
raised for the purpose of a special period of crop or f{forthe
exercise of an agricultural industry.

A plan for the partition of lands in the current year is prepared
every vear. Lands voluntarily partitioned by privaie owners and
lands belonging to the State or to corporate bodies are deducted from
the figures of area as shown in the annual plan. Lands to be parti-
tioned are compulsorily purchased by the State from the private
owners and divided out among: (1) the peasants working on the lands
so partitioned ; (2) dwarf holdings in the neighbourhood; (3) other
persons,

Compulsory State purchase takes place if, in the course of the
year, the area voluntarily partitioned by the owners of arm holdings
of an area exceeding the maximum, does not attain the total area
prescribed in the scheme.

* International Review of Agriculture, August 1938
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1f necessary, a list of the lands to be partitioned is drawn up by
the Minister of Agriculture and Agrarian Reform,; the lands enumerat-
ed on this list are subjected to compulsory purchase at prices fixed
by the law,

The holdings formed by the partitioning may not exceed an area
of 20 ha. except in the Northern Provinces and in mountainous regions
where they may be as much as 3D hectares,

The Minister of Agriculture and Agrarian Reform decides, within
the limits prescribed by the law, what shall be the area of holdings
thus newly formed. The law of December, 1935, 28th day, prescribes
an order of preference of persons wishing to benefit by the new
holdings. :

Peasants working on the estate come first: in the event of the
partitioned area not being sufficient to enlarge the dwarf holding of
the neighbourhood, the peasanis may receive lands from another
partitioned estate. Preference is given to small holdings of 1 to 5
hectares, which for their small area cannot be cultivated profitably.
Only after local needs are satisfied may other persons benefit by a
partition.

In districts where the population is less dense, the lands are
divided among peasants coming from districts where the density 1s
specially high. For example, the estates partitioned in Poimocrze have
been in a large measure distributed to the peasants of the Southern
Province.

Advantage is taken of partition to carry out improvement of the
whole land system of the neighbourhood; e.g. abolition of servitudes
if chargeable on the estate partitioned, consolidation of holdings,
partitioning of the woods and grazing lands belonging to the com-
munities, more especially in the provinces of the East and South.

The extent of the partitioning effected in application of the
agrarian reform is illustrated by the following figures : —

Annual Average Partitioning 1920-37.

Area partitioned

- Farm holdings .
YEAR formed in thousgands mHtehc(EE::?d
. 1920 — 1925 36.9 187.4
1926 — 1930 60.9 195.6
1931 — 1935 27.8 79.8
1936 O, 28.5 96.5
1937 3.7 113.1

1920 — 1937 .. . o 694.3 2,523.8
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The partitioning of lands as between the groups of provinces-and
the beneficiaries is illustrated by table given below :—

Division of lands 1919-1938: Farm holdings formed by Partitioning

(No. of farms in thousands).

 CLASSIFICATION | POLAND  PROVINCES OF THE

Centre East South North
New Holdings. 145.6 56.2 470 26.0 16.4
Enlargement of former holdings 4764 1249 1465 175.0 30.0
Special colonies. 3.6 16 0.5 0.8 0.7
Workers' Plots, ete. 70.8 36.9 6.0 8.7 19.2
Total. 694.4 2196 2005 2105 66.3

Area in thousands of ha. ‘
New Holdings, 13669 4678 5755 1246 1988
Enlargement of former holdings. 9585 2856 38670 2243 816
Special Colonies. 55.0 26.9 4.6 5.6 17.9
Workers’ plots ete. 68.9 22,0 16.1 117 19.1
Total. 25356 8279 9778 3826 3473

Comparing the total area of land under cultivation (not includ-
ing forests and grazing land), in all 25,589,000 ha., with the partitioned
area, it will be seen that in recent years much has been accomplished
for the improved distribution of landed property.

What is the future of the Agrarian Reform ?

The areas not partitioned, but liable to be so in application of the
law, amount at present to 826,300 ha., that is, one third of the area
already partitioned during the last twenty years. These lands are
distributed among the provinces as shown in Table given below : —
(Table No. XII).

TABLE XII.— Total Area of Lands liable to Partitioning.

(In hectares).

Southern Province. 141 400

Eastern Province. 63,400
Central Province, 256,400
Western Province. 371,100

Total, .. . 832,300
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Such measures will palliate the evil, indeed altogether eliminate
it for a great part of the rural population. But the general problem
of the rural over-population can only be definitely resolved by a very
rapid industrialisation of Poland. That movement, interrupted by
the economic crisis, is at present the central point of the Govern-
ment’s economic policy. Industrialization has been rendered easier
of accomplishment by the Agrarian Reform and it may yet resolve
the problem of over-population which in Poland is mere acute than
in any other Eurcopean country.



14. PROBLEMS OF THE CONSOLIDATION OF
AGRICULTURAL HOLDINGS IN EUROPE¥

M. Teherkinsky

The phenomenon of fragmentation in the strict sense of the word.
may occur in two different forms, either by the subdivision of a farm-
ing area into g number of excessively small holdings or farms, or by
the division of farms into a great number of small scattered parcels of
land. Statisties of landed property and of farms supply direct data
on the {irst form of subdivision, but only indirect and very approxi-
mate data on the extent and importance of the second form. Thus,
for instance, in France, the statistics for landed property would show
that in the Department of the Ardennes, where the average size of
the holding amounts to 3 hectares, landed property is less broken up
than in the Sarthe, where the average size is under 1 hectare. But
these statistics do not tell us that the area given for the Ardennes is
made up cf thirty to forty scattered lots of land, whereas that of the
Sarthe generally consists of one single lot,

~ Either of these forms of fragmentation with its own characteristic
features may nccur independently of the other. It may also, at the
prgsent time, entail no special problem, as in the case in some coun-
tries. as for instance in England, where large and medium-sized
agricultural holdings are the rule; in Norway, where the small farm
is very comiron and where also the inheritance laws for rural property
do not ailovw of excessive subdivision. FElsewhere, as in Switzerland,
for instance, where small and medium-sized holdings predominate, in
some parts of the country the fragmentation of the land in the farms
is very marked. Generally speaking, these two forms of fragmenta-
tion go often together, '

Each of these forms of fragmentation must be judged by their
social and economic results, Thus the breaking up of the agricultural
arca into a great number of small holdings assures a more equal
division of the national wealth. But while the spread of small landed
property, as long as it is not excessive, has many advantages from the
social standpoint. it has great disadvantages if the fragmentation goes
too far.

The second kind of subdivision, with which we deal here, may
occur with estates of all sizes, but its harmful effects are most
severely felt in the case of small peasant holdings.

* International Review of Agriculture, March 1942,
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The Juridical Basis of the Consolidation of Holdings

In practical rural life the voluntary association formed by un-
animous consent of the parties concerned for carrying out the con-
solidation of holdings is often almost impossible to secure. As Prof.
Ricol remarks: "By the wvoluntary exchange of parcels of land
a landowner may reconstruct his property, but such means are only
available in special eases, and cannot afford a real remedy for the
evils of fragmentation, The only radical remedy, when once the
fragmgntation has oceurred, are compulsory exchanges. subject to
certain conditions, of the parcels contained within certain boundaries.”

Most European countries have now enacted special legislation,
dating back partly to the begining of the XIXth Century and some-
times even earlier, for regulating the consolidation of holdings. Fur-
ther on we shall deal in detail with the laws enacted in some countries
and we shall then see to what extent they have contributed to reliev-
ing agriculture from the harmful conseguences of the excessive frag-
mentation of holdings,

We have noted that in some countries—as. for instance, in England
Denmark, and Norway—the scattered parcels have already been con-
solidated and at the present time the problem of restriping no longer
exists. '

As far back as the middle-ages in England steps were taken to
secure the consolidation of Iarge esiates at the time of the enclosures,
The enclosure of the commons at the end of the XVIIIih century also
led to the restriping of lands whenever such a measure sccured the
approval of two thirds of the owners. Consolidation became more
and more frequent, and by the end of the first half of the XIXth
century the agricultural holdings had been ahimost all consolidated,
On the other hand, the inheritance laws of England, which favour
the undivided transmission of estates, maintain the consolidated
estates intact. Nearly all the estates are all in one piece,

In Denmark the amalgamation of landed property began with the
enclosure of the commeons carried out under the Roval decrce on 1769,
subsequently conipleted by the acts of 1731 and 1792, so that in 1835
on!v 1 per cent of the iotal number of peasant holdings had not been
consolidated.

In some other countries. as far instance, in Germany and Switzer-
land. much has already been done for the consolidation of holdings,
but much still remains to be done.

In other countries, as in France, Ttaly, and some parts of Central
Europe, the consolidation of holdings is.still in its initial stage,
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although energetic efforts have already been made to control excessive
fragmentation. This has been the case more especially in the coun-
tries of Eastern Europe at the time of the agrarian reforms which
took place at the end of the first world war.

The Consolidation of Holdings in Practice

The importance of the consolidation of holdings as a means for
eliminating enclaves (portions of a holding entirely surrounded by
lands belonging to other owners and therefore difficult to access) is
thus generally recognised and in some countries restriping has already
secured tangible results. If the number of these countries is limited,
still fewer are those which can supply us with information on the
subject. If however, the material available is used merely for illus-
trating what has been done under the different conditions, it may
prove sufficient and may perhaps induce other countries, where this
fornr of land improvement is still in its initial stages, to take steps to
promote the consclidation of holdings.

Germany.

As the total agricultural area of Greater Germany amounts to 31
million hectares, the 7 million in need of resiriping account for
mearly one quarter of the whole. The pace at which restriping has
been taking place in Germany in the last few years is illustrated by the
following data: from 1933 to 1940 inclusive, 778,300 hectares have been
Testriped, and during the last four years, since the publication of the
order on consolidation, the figures have been as follows:— 105,100
hectares in 1937, 125,331 hectares in 1938, 106,000 hectares in 1939,
72,300 hectares in 1940, As to the thoroughness of the work of con-
solidation, the ratic between the number of holdings within the
boundaries of the consclidated areas before and after restriping
fluctuated for the Reich as a whole during the last four years between
2.3:1 ¢1937) and 2.5:1 (1940); in 1940 the number of parcels of land
fell after the consolidation had been carried out from 272,000 to 107,000
or by 61%. As compared to the average for the whole Reich, which
stood in 1940 at 2.5: 1, the degree of intensity was highest in the
Rhine-land, where the ration of the number of lots before and after
«consolidation stood at 3.8:1. Pomerania followed with a ratio of 3.2:1
.and Wurtemberg again came last with a ratio of 1.3:1. The very low
ratio is accounted for by the fact that in Wurtemberg consolidation
was aimed primarily at securing paths for excess to the holdings in
the districts under vineyards and orchards.

France

A beginning was made in France with the consolidation of hold-
ing towards the end of the XVIIth century in the Duchy of Burgundy,
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.at Rouvres-en-Plaine. Towards the end of the XVII century con-
:solidations were carried out in Lorraine, at Roville (Meurthe). At
the beginning of the XIXth century, althcugh no laws made it com-
pulsory in the public interest, the consolidation of holdings began to
.spread not only in the east, as previously. but elsewhere also. The
operations betook however, more of the character of perscnal ex-
changes of parcels of land than of restriping properly speaking.

Since the war of 1914-18, after the first law enacted in 1918 and
apart from the 200,000 hectares restriped in the war devastated
-districts, some 100,000 hectares of land have been restriped in France
at the request of the owners, and personal cxchanges of parcels of land
have been carried out on 367,000 hectares, affecting an area of 300,000
hectares. Bul the area in need of consolidation is estimated in
France at 9 million hectares.

The results secured by the Act of 1919 are undoubtedly con-
siderable in the devasiated areas of the Neorth and East, where a great
work of improvement in the conditions of agricultural holdings, fully
paid for by the state, would be carried out. Ye!. the effort so far made
to assure the consolidation of holdings is inadequate when compared
to the work which still remains {o be done, especially if the purpose
is to exercise an adequately rapid action for the increase of agri-
cultural production.

Taken as a whole, the consolidation has led to the exchange of 5
‘former parcels of land against one new.

As 76,620 hectares were restriped. the cost of consolidation stood
in round figure at 64 francs per hectare.

If the gains accruing from consolidation are placed as low as 200
‘francs per hectare the annual benefil arising from the restriping of
76,521 hectares amounts to some 13 million francs obtained at an out-
lay made once and for all of 4,898,400 francs.

Italy.

In Htaly the work of consolidation of holdings is still in its initial
stage. So far there are but few examples of the consolidation of
holdings in the land reclamation districts. Nevertheless, a few inter-
esting instances can be noted in the great land reclamation district
of Lower Friuli.

A recent ministerial decree approves a plan for the rearrangement
of scattered holdings in the neighbourhood of the former lake of Arsa
and in the land reclamation district of Istaria in the Province of Pola.
Restriping is being carried out there on 2,000 hectares belonging to

12
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eight districts. This area was broken up into 1,354 parcels of land.
belonging to 1,184 owners. As a result of the restriping now approved,
the number of parcels will be reduced to 534 and the number of
owrners to 504. In this way, scattered parcels of land belonging to one
owner will be brought together into profitable holdings, and so will
those belonging to several members of a same family. At the same
time, a great number of tiny holdings will disappear. generally with
the consent of the owners. as in view of their excessively small size
and of the distance from the dwelling of their owners it would have
been practically impossible to carry out the land reclamation work.
The cost to the owners of the restriping is trifling, as the Government.
meets 92 per cent of the outlay.

Switzerland.

The agricultural census of 1929 shows that in Switzerland there
are 236,000 farms occupying a tolal cultivated area of 1,446,447 hectares;
they consist oi 2,508,602 parcels of land, with an average of a little
over 10 parcels per farm. The average size of these parcels is less
than 60 acres. The holdings have, therefore, been very considerably

broken up.

In 1929 Switzerland had 39.328 farms all in one piece, i.e. 16,5 per
cent of the total number; 27,656 farms consisted of two parcels of land
only. i.e. 11.7 per cent of the total number; 55.947 (22.8 %) consisted of
3 and 5 parcels, 47,073 (19.9 percent) consisted of 6 to 10 parcels, and
68.871 (29.1 per cent) consisted of more than 11 parcels of land. But in
some cases farms are composed of as many as 50, 100, and 150 parcels
of land. The largest number of holdings all of cne piece is found in
the Canton of Berne; but the largest relative number (ie. in relation
to the total number of farms) is found in the Cantons of Appenzell
and Lucerne. The fragmentation of holdings has been carried to the
greatest extreme in the Canton Ticino, and the average size of the
parcels shows that the holdings which have been most broken up are
the small ones.

Heretofore land improvements have consisted chiefly in the pro-
vision of irrigation ditches and drainage works, and in the opening
of farm roads and paths. In the first twenty years the conselidation
of farm heldings and vineyards occupies an important place by the
side of these improvements.

Bulgaria.

In Eastern Europe the consolidation of holdings and restriping
have been carried out to a large extent in connection with the agrarian
reform, but accurate data on the matter are not now available. We
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will limit ourselves to a few words on what has been done in this.
respect in Bulgaria. Consolidation schemes are carried out under the
direction of the Government or of the communes. During a period

of 12 years, from 1926 to 1938, restriping has been completed for the
lands of 55 villages occupying an area of 202,000 hectares, being 5 %

of the fotal area under cultivation. Including the villages where
restriping is being carried out at the present time, the area stands at~
360,000 heciares, i.e. 8.3 % of the total cultivated area.

Consolidation work was continued in 1938-39, when larger ap-
propriations were made for that purpose in the budget of the Ministry
of Agriculture and Lands. During that year the preparatory work
for restriping the lands belong to 65 villages cccupying an area of
204,656 hectares was completed. The actual work is now being
carried out.

Various Difficuliies in the Way of the Consolidaiion of Holdings

Although the excessive fragmentation of holdings makes farming
more difficult and reduces the yields, a radical solution of the pro-
blem generally meets with many difficulties. The chief difficulty
would seem to be the individualistic mentality of the peasantry and
their attachment to the bit of land which has belonged to their family
for several generations; indeed it would be more correct to speak of
their love for that bit of land. It is interesiing to consider in this
connection what Prof. Brizzi had to say on the attitude of the peas-
ants of the Campania, to which reference was made in the report
prepared by the International Institute of Agriculture for the
European Conference on Rural Life on the Land Tenure Systems in
Europe.1

“Merely for the purpose of our investigations,” he writes, “we
have from time to time asked peasant proprietors their opinion as to
the possibility of consolidation. It would not be correct to say that
they were against such a thing. It would be more true to say that
they did not even regard it as a possibility. So powerful and un-
shakable in the peasant mind are the conceptions of meum and
tuum, particularly in connection with land. But this particular
obstacle should not be overrated. A properly conducted experiment
on a large scale might well convince the peasant, who is very in-
telligent and always ready to discuss and to learn.”2

(1) Documentation for the European Conference on Rural Life, 1933, Inter-
national Institute of Agriculture, Rome, 1939, P, 91.

(2) Inchiesta sulla piccola proprieta coltivatrice nel dopoguerra, Voi. IX.
Campania, Institute Nazionale di Economia Agraria, Rome, 1933, p. 16.
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Among the arguments brought forward against the consolidation
of holdings the question of expenses plays an important part. Tt
should however be remembered that the Government generally meets
a considerable part of the cost and makes grants and loans to cover
that part which is met by the parties concerned. The cutlay is after-
wards made good in the course of a few years by the larger returns
which the owners secure from the consolidated holdings.

Another objection raised to restriping is that its effects are not
permanent, It eliminates the drawbacks of excessive fragmentation
for a time, but does not prevent subdivision from recurring, especially
in connection with the division of farms among the heirs. After two
or three generations the holdings will again require restriping. The
most recent enquiries show that the fear so often expressed that a
further fragmentation of the property might follow the consolidation,
is groundless. It would seem that the reason for this is that the con-
solidated holdings can be framed more rationally and that parcels of
land which became available are purchased by the neighbours.

In the opinion of the Technical Agricultural Committee of the
Reich a holding which has once been consolidated continues so even
should a division be made, and a period of 150 years elapses before
the former conditions can recur. And even should subsequent restrip-
ing be needed, the difficulties will never be as sericus as they were on
the first occasion, as the system of roads and ditches which were made
at the time of the consolidation remains. '

In the Rhineland, for instance, thorough enquiries have been made
1o ascertain whether, after the consolidation has been carried out,
the number of parcels of land has increased or decreased, and results
show that the number of parcels which existed after restriping has
decreased. This is due to the fact that the peasant endeavours to
reunite by purchases, marriages, or other means, holdings which have
been broken up as the result of division among heirs.

Other objections have been made to consclidation to the effect that
it would lead to the expropriation of lands and would interfere with
private property rights.

Consolidation does indeed imply a marked interference with
private property, but an interference justified by a right understand-
ing of the best interests of private property itself.

¥

“If the system of compulsory consoclidation,” writes Prof. Tussi-
nari, “apparenily runs counter to the right of an owner to dispose
of his property as he sees fit, it should be remembered that such a
right runs counter to a superior interest which councils consolidation.
The right of the individual to dispose of his property cannot in

L
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modern society be absolute as it was in the Roman conception of
property, and there are cases when it is essential to place restrictions
on that right if the general interest is at stake . . . It, therefore, seems
to us that just as all principles must bend to the exigencies of social
life, so the consclidations of holdings must be carried out regardless
of whether they have the unanimous consent of all concerned, and in
spite of the opposition of a minority.”

The Economic Importance of the Consolidation of Holdings

When the holdings are consolidated compulsory rotation makes
way to a freely chosen rotation of crops which enables each owner .o
organise his farm as he sees fit without being restricted by the regard
he must have for his neighbours. The many boundary disputes and
the lawsuits to which they give rise, cease as the new boundaries of
the holdings are clear.

Consolidation as a rule increases the crop area as it does away
with the hedges and landmarks which occupy an unproductive area,
and the length of the boundary ride is considerably reduced.

On consolidated holdings it is possible to use agricultural
machinery suited to the requirements of small and medium-sized
peasant farms. The present scarcity of agricultural labour gives great
importance to such possibilities of labour-saving.

The enquiry into land consolidation published by the Chamber of
Agriculture of Meurthe-et-Moselle (Nancy 1933) which deals with
conditions in 78 communes restriped in the department of Lorraine,
show that most of the farmers who were questioned considered
that they had saved one quarter of the time formerly required for the
cultivation of their holdings. The annual saving of 50 to 300 francs
per hectare is generally secured after the consolidation has been
carried out. As this saving is made at the time when expenses are
heaviest, when the crops are being sown and harvested, its importance
for the farm greatly exceeds that which can be expressed by mere
figures.

The labour costs for men and animals expressed in units of man-
work per annum and in units of animal-work per annum for each 100
hectares of cultivated land decrease progressively in inverse ratio to
the size of the areas cultivated. For farms consisting of parcels of
more than 5 hectares yielding a good return the cost of man-work is
on the whole 45 per cent less than for holdings broken up into minute
lots of less than 0.25 hectares. In the case of farms yielding medium
returns it is 65 per cent less, and in the case of farms with low returns
the labour cost for consolidated holdings is only 41 per cent of that
for those which are broken up in small parcels.
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The increased yields obtained as a result of consolidation can be
estimated on an average at 25% The area requiring restriping in
‘Greater Germany is not less tRan 7 million hectares. If restriping
will secure an increase of 5 quintals of wheat per hectare, an increased
yield of some 35 million quintals of wheat may be expected as the
result of the consolidation of holdings, an addition almost equal to
the total amount production of wheat in Germany.*

In France it is estimated that the restriping of rural property
might increase crop yields by one half. The annual farm income
might thus be raised from 20,000 million francs (pre-war value} to
30,000 millions.

Interesting enquiries also show the increase of gross returns and
the reduction of labour costs, secured by land improvements, inclusive
-of restriping, throughout Switzerland. The data used in making these
-enquiries are generally those supplied by farmers and based on esti-
mates; on the other hand, the figures showing the influence of con-
solidation on the results obtained on the farms have been calculated
by M. E. Naf, with the assistance of the Swiss Peasants Secretariat.

Annual increase of gross return due to land improvements throughout Switzerland

1. Drainage 81,000 ha. to 430 frs. per ha. and per year; 36,4 mill. {rs.
‘2, Consolidation 91,600 ,, 60 ,, 2 o 54, .
3. Vineyard
Improvements 8060 ,, 2,000 , ” . 16 , .,
4. Other Improve-
ments 5 RN
Total Increase of Gross Income .. 484mill. rs. peryear.

The annual increase of gross agriculiural return secured in Swit-
‘zerland by the restriping of 81,000 hectares thus amounts to some 5.4
million francs, or one ninth of the total increase of the gross annual
agricultural return secured by the land improvements so far carried
-out, many of which have only been made possible by restriping.

Judging by the results so far obtained, the carrying out of all
these land improvements will further increase the gross Swiss farm
return by some 70 million francs per annum., At the same time,
'the consolidations which still have to be made will reduce farm
labour costs by some 23 million francs per annum. The saving in
labour will amount to some 12500 labourers.

The economic importance of the consolidation of landed pro-
perty is clearly shown by the enquiries made under different economic
conditions of agriculture. By consclidating their holdings, owners

* Wiener landwirischaftliche Zeitung, No, 28, 1838,

t Geographie Universalle Quillet, Tome II, quoted by Cretien. Le partage
€n nature et les heritages ruraux, Lyon 1937 p. 81,
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can secure a higher income and the national economy can secure
the advaniages consequent on the more prosperous condition of agri-
culture. 1t is therefore in the interd¥of the nation to encourage the
consolidation of holdings as a means for promoting a sound disiri-
bution of landed property by forming economically rational farms.

Conclusion

The consolidation of holdings may be considered as one of the
most efficient instruments of agrarian policy aiming at the conserva-
tion and consolidation of small agricultural property.

The cost of restriping is certainly an important, but not a decisive
factor, as the cost incurred is amply repaid by the increased yield
and higher value of the land. Unfortunately, the work of consolida-
“tion is still carried out on too limited a scale.

To induce the rural population to consent more willingly to
‘restriping, legislation on the subject is required suited to the special
-conditions prevailing in each country. For now, when it is of the
greatest importance to strengthen and consclidate the peasantry so
as to conserve the strength of the nations and enable them to live
on the produce of their own scil, the consolidation of holdings,
considered as an essential prerequisite for general land improvements,
is not only a matter of economic significance but of great social and
demographic importance. The latest legislation on the consolidation
of holdings considers such work as of public utility, the initiative
for which can be taken by the authorities, and a majority of the
landowners may compel the minority to accept, for the benefit of all,
the decision taken in favour of the work. This gives full force to
the words of John Stuert whoe wrote: “the reasons which form the
justification of private property in land are valid in so far as the
proprietor of the land is its improver.”

The objection raised to the consolidation of holdings based on
the ground that such operations amount io expropriation, and that
therefore they violate property rights, cannot well be sustained. As
has often begn noted, the right to own property is a social institution
which is the expression of economic conditions subject to change.
It is precisely with a view to remedying the consequences of the
inevitable changes caused in the long run by the distribution of the
land, and with a view to doing so on a systematic plan, that Society
has reserved to itself the right of expropriation,

All classes of landowners can benefit by the consolidation of
holdings, but more especially the owners of small holdings which
suffer more than any others from the drawbacks of excessive frag-
mentation and the scattering of the parcels of land. Conseclidation
is therefore of very great social importance as a means for improving
the return of small holdings and their general conditions.



15. RE-GROUPING OF HOLDINGS IN FRANCE*
J. C. Abbott.

It is especially interesting to note how the problems of farm:
planning are bzing appreached in France where most of the land is
still cultivated in small scrips. In northern France especially, where-
the economiss of mechanical cultivation have become more evident
as the labour supply had diminished. land reform is now very popular.
But it is commencing at 3 stage the existence of which most English
farmers would find difficult to credit. Indeed, as De Lisle says, ‘a
thirteenth century peasant would visit many of our farms today
without much asionishment.’

Much of the more sxtreme morcellement, as it is called, is o
conscquence of the traditional law of succession. Though a low
birth-rate has restricted their numbers, farmers’ sons have preferred’
to receive their inheritance in land rather than money, and have
divided each individual plot so as lo ensure equality of shares. As.
a result, plots have been subjected to such excessive fragmentation
that they have become very difficult to work. Many hours are wasted
and implements damaged in travelling between fields on bad farm
roads. Access to land may be impeded by neighbours’ crops. Disputes
are frequent. Modern machinery can rarely be used. Production is low-
and costly, and many inconvenient holdings are left uncultivated.

Legislative Measures: After the adoption of successive Laws,.
mainly of a permissive naturel the Act of 1941 toek up the problem
very seriously,

Further legislation was promoted in 1941 by the professional
land ingenieurs of Genie Rural2 a department of the Ministry of
Agriculture. which gave them the right to initiate reforen where they
thought it desirable. Thev had the power to recommend that Com-.
missions should he appointed in villages to examine the agricultural
situation there. and to put forward concrete proposals for bringing

* The Farm Ecopomist, Oxford, No, 3 of 1949.

1, The early acts insisted that a majority of two-thirds of the occupiers in
commune must be in {avour of remernbrement before any measures could be
taken. In 1919 a bare majority became sufficient. By the 1941 Act, previous
support by a majority was no louger reguired.

2. It is diffcult to transiate Genie Rurzal. Bureau of rural affairs might
perhaps deseribe a departnient which is engaged in improving agricultural and
living conditions in the country by raising the general level of efficiency, by
supplying electricity and water and by building roads, houses, and farm
buildings.
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about improvements. Limited time was to be allowed for lodging.
objections and amendments.

A Commission for each department would hear all disputes and
the prefect had the power to order that a plan should be put into
effect. Most important of all, farmers under the stress of war-time
shortages greeted the system with enthusiasm rather than suspicion..

The state, through Genie Rural, exercises far more control than
ever before. Its officer acting as secretary has immense influence
over the work in detail and, because he has usually performed this
function for previous commissions, he has all the weight of his experi-
ence behind him. In the event of dispute he can at every stage
call in the assistance of the Ministry.

Chapter IT of the 1941 Act introduces some important innovations.
into the existing body of land law. Even where consolidation of hold-
ings is not considered indispensable a communal commission may
be employed to ensure that the land in its territory is being put to
best use,

The main features of the Act of 1941 may be summarized as.
follows : '

1. Land lying derelict. In each commune it is incumbent un
the Mayor to make an inventory of the strips which have been
abandoned or left uncultivated for iwo consecutive years. These
parcels may be expropriated from their former owners and added :o
holdings which are too small to provide an adequate living for a
family, or they may be thrown together into one new farm. New
buildings may be erected at government expense in a convenient
place in the centre of the new property or if the land is sold, a subsidy,
amounting to 50 per cent, of the cost, may be paid toc a purchaser
who proposes to carry out the work himself. Alternatively, if the
soil is too poor to repay cultivation it may be put back to forest
on the same terms,

2. Farm roads. The prefect may instruct those landowners
whose property will benefit to form an association for laying out
and maintaining farm roads. He may then appoint a representative
body to carry out the work and defray from 50 to 66 per cent, of
the cost by an acreage levy. The remaining charges are met by
a state subsidy.

3. Compulsory exchanges : A communal commission may pres-
cribe exchanges of land, recommend individuals to consolidate their
holdings, and suppress enclaves to which the occupier has reasonable
access.
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The Actual Work of Regrouping Holdings:

The actual work of regrouping holdings and dealing with the
various issues which this raises has become the special province
of a department in Genie Rural (Le Commissariat a la Re-organisation
Fonciere et au Remembrement). Branches in each department keep
it in touch with the agricultural requirements of every commune.

Specific periods of time are allowed at each stage in the procedure
for lodging protests and hearing claims. To reduce the number of
holdings to a minimum, each owner is given a unified block, in
each type of soil and zone of distance from the village centre, of
‘the same productive value as the land he had there before. Adjacent
‘to each set of farm buildings there should be an acreage of pasture,
-or land suitable for laying down to grass.

The total cost of regrouping a whole parish was said o average
2,000 francs a hectare in 1947. Of this, 8 per cent. was met by a
government subsidy and the remainder by a levy based on acreage.
The road construction and drainage schemes which frequently accom-
panied remembrement received a similar subvention of up to 50
per cent. of the {otal cost.

In the past it has been difficult under peasant farming condiiions
‘to preserve the improvements which have been affected. Many com-
munes which experienced some measure of re-organization thirty
or forty years ago have since fallen back into their old state of
morcellement. An Act of 1908 provided that holdings of a value
not exceeding the equivalent of £ 320 might be registered as inalien-
able and indivisible. This protected only the very small units. But
the 1941 measure {forbids the subdivision, without the express
authority of the Commission of the department, of any holding which
has been regrouped under government auspices.

Since this Act came into force the process of remembrement
has continued apace. Holdings have been regrouped in from 400
to 500 villages.

Their average size has risen from 0.64 acre to 3.56 acres and
cultivated enclaves have disappeared altogether.

Only where large farms are customary, and their owners rela-
tively enlightened in the economics of farm management, have
participants in a remembrement been prepared to accept allocations
based entirely on productive values and not on soil-type equivalents.
It is hoped that further consolidation by exchange of or purchase
may follow in a few years’ time when farmers have had opportunities
to appreciate the cumulative advantages it would bring. In this
way, the 1941 legislation and the work of Genie Rural have made
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a beginning in the process by which progressive agriculturists, freed
from the drag of backward neighbours, may set an example of
increased output which others will follow,

The preamble to the 1941 Act emphasized the intention to mam-
tain the existing balance of population on the land, and tha,
far from reducing the number of peasant family farms, new ones
should be created. Among the more significant clauses, therefore,
are those authorizing Communal Commissions to consolidate aban-
doned strips into new family holdings on the outskirts of villages, and
to erect new buildings on them. So long as a large number of
cultivators remain concentrated in village centres it seems inevitable
that some of their fields must lie at considerable distances. On the
other hand, where the soil is only moderately fertile and there are
no special factors favouring intensive produetion on small holdings,
it has been found more economical to work the land in larger blocks.
Such enterprises are most easily administered from an office and
machinery depot in the village itself, and they profit from the
absence of hedges and so on in the country round about. Thus,
though the intermingling of properties is conducive to frequent
disputes, the continued existence of the open field, by facilitating
large-scale cultivation by machinery in co-operative ownership, may
help to solve some of the difficulties which beset a country of peasant
farmers, '



16. THE RE-PLANNING OF HOLDINGS IN THE
NETHERLANDS*

A. Rienks.

In 1924 schemes for the re-planning of holdings became enforce-
able, provided a majority of those concerned in a scheme voted in
favour of it. The majority had to be a double one, that is, firstly
a majority of all the owners, and secondly of owners representing
the greater part of the area. A minority, consisting of owners
owning more than half of the area, could hold up re-planning
as could also a majority of small owners owning less than half the
land. Under this law, twenty-nine areas, totalling about 27,000 acres,
were re-planned, though it soon appeared that there was still little
encouragement for any large-scale change. In 1938 a new law was
passed which differed from ihe law of 1924 in the following respects:

1. It was made easier for interested parties to apply for the
re-planning of holdings;

2. It was no longer necessary to have a double majority before
a decision could become effective; !

3. The cost of re-planning was reduced.

As a result, the speed of re-planning increased considerably. It
was soon arrested, however, by the Second World War, which brought
practical difficulties in the way of shortage of materials and of
workers. After the liberation, work was resumed again as quickly
as possible, although the country was completely disorganized.

With the passage of time it has been not only the legal basis
that has changed but also the character of land redistribution schemes.
They have assumed more and more the character of land improve-
ment. Not only have they provided for the re-planning of properties,
but necessary roads and waterways have been constructed. All kinds
of works, such as pumps for draining and water supplies, dams,
irrigation, and so forth have been installed according io the needs
of the land in question. Schemes have made provision for improved
road access, and for the co-ordination of the general road system.
Wherever necessary and possible, farm-houses have been moved and
rebuilt. Plans for the land have been linked up with general {own

and country planning.

* The Farm Economist, O\:iord Nos. 1 & 2 of 1848.
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_ Finally, measures have been taken so that each new holding could
be exploited to the full, as far as reclamation, levelling, drainage, &c.,
were concerned, so that the capital investment can return a full rent,

The re-planning of land, therefore, has developed into a complete
‘planning measure, linked up in its wider aspects with the layout of
the landscape, scientific, and defence reguirements.

All this has been done within the framework of the law of 1938,
modified in some respects in 1941.

Statutory arrangements for re-planning measures :

The general responsibility for this is put on a Central Commission
constituted of official and non-official representatives. The respon-
sibility for the execution of each scheme is put upon a lecal com-
mission appointed by the provincial administration on the advice of
the Central Commission.

The minister of agriculture on the advice of the Central Com-
mission, may sanction, in public interesi, a scheme of replanning,
having failed to receive the stipulated majority support of land-
OWners. .

After the decision to re-plan holdings has been taken, a local
commission is appointed as gquickly as possible. and the work of
improvement begun. Roads, water course, and bridges may be built,
and the land drained, levelled, and cultivated. Boundaries may be
changed, buildings taken down, removed, or built as the scheme
may dictate. The owners’ claims for compensation are brought
before a referee appointed by the court,

After the Local Commission has determined the rights of land-
-owners, the work of valuation of fixed capital is taken up. After
that, the local commission starts with redistribution of the rights of
each owner within the prescribed framework according to the
following statutory provisions :—

(a) The value of the land required for new roads and water
courses is deducted from the total value of the land of the entire
area. Of the remaining new value each owner rececives back his
proportionate share. This may not differ more than 3 per cent. unless
the owner concerned agrees. Differences of less than 5 per cent. are
adjusted in money.

{b) Subject to the provisions above, each owner has the right
to receive back as much land of the same kind as he originally
brought into the scheme.
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(c) There must be access to each plot by a public way and also-
access to main drains.

(d) Rights to equipment and leases have to be adjusted or given
up, the necessary changes being made in money.

(e) Mortgages, &ec. are taken over by the new owner. Plots
may be allocated to the state against monetary compensation,

(fy Wherever necessary, particular plots may be entirely or
partially freed from financial burdens.

Provision Regarding the Cost:

With regard to costs, the law provides that the State bears the
cost of the Central Commission (submission of plans, &c.) the land
register, the cost of meetings, publications, and the like. All other
costs are advanced by the state, and after the scheme has been carried
out. they are apportioned among the holdings according te their sizes.
The amounts debited to the plots are repayable over a period of
thirty years at 5 per cent. and are levied through the land-tax. This
so-called ‘re-planning rent’ can be converted according to definite

rules.

Execution and Organisation :

The actual work of re-planning is done by a ‘Land Service,
which is subject to the control of the Minister of Agriculture. In
addition to its Head Office it has local offices whose task is to popu-
larize particular schemes and to inspect holdings afterwards.

The Land Service is concerned with the finance and execution
of schemes, and it has power {o give state subsidies to owners.

Whereas the state is responsible for all this work, capital improve-
ment is the responsibility of private people. But if they wish, and
if they are ready to pay for it, they can have the work done by the
state.

The Physical Aspects of Re-planning :
The water problem must be dealt with for a whole area.

The commission carries out land reclamation schemes, levelling
and the like, if it deems fit, being guided by considerations of the
interests of the area as a whole and without interference by the
individual owners. That is in the case of large schemes. Where
only a small area is affected the procedure is different. There the
owners have a good deal of say in making a plan.

The aim throughout is greater productivity, and on average, 20
per cent. increase in yvields is considered possible.
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The Financial aspects of Re-planning :

In principle owners must coniribute to the cost. But the costs
are often so high that without state aid the work ecould not be done,
It is the task of the Land Service to determine in each case the
state contribution. This is done as follows. A list is made of all
works that need to be done. Then an estimate is made of betterment
value, making it possible to balance private gains against the expen-
diture required. Generally, betterment gains amount to from 25 to
40 per cent. of the total cost, leaving from 60 to 75 per cent. to be
met by subsidy. If this should seem high it may be said that the
social and economic value of re-distribution may be put at from
three to four times the private gain,

It goes without saying that any part of the cost which is not
met by subsidies is charged to the particular holding and added to the
other costs of re-planning.



17. SMALL HOLDINGS*

General Objectives of Small Holdings Policy and Duties of
Small Holdings Authorities:

Land Settlement, in various forms, has had a long history
in this country. It has been used to satisfy land hunger among
‘the landless; to settle ex-service men on the land; as a measure of
social policy to provide work for the unemployed; and to give those
in agriculture an opportunity for advancement by obtaining a holding
of their own.

Our task has fallen into certain well-defined sections which
‘may be summarised as follows:

The creation and management of smallholdings.
The principles for the selection of tenants.
The administration of leans for working capital.

These matters are dealt with in separate chapters in the following
report, but we feel that we should first call attention to the general
policy of Part IV of the Agriculture Act, 1947, and some of iis
important effects on the policy and practice adopted by Smalltheldings
Authorities. ‘

The White Paper containing the Explanatory Memorandum
-on the Agriculture Bill (Cmd. 6996} which was issued by the Gov-
‘ernment in December, 1946, states that in future “the provision of
smallholdings should be determined primarily by agricultural con-
siderations rather than, as in the past, by social considerations.”
It adds: “The new policy aims at providing smallheldings for letting
to people with previous agricullural experience, so that they shall
have an opportunity to become farmers on their own account. There
are not enough opportunities in agriculture at present for the skilled
worker to advance in his occupation at a reasonably early age, and
the Government believe that the agricultural industry will never
provide a sufficiently attractive career unless further openings are
made available to capable men when they have acquired the neces-
sary experience.”

In implementation of this Policy, Part IV of the Act provides
that:

(a) smallholdings must be let to persons with adequate agricul-
tural experience; -

* First Report of the Small-Heldings Advisory Counctl: Plﬁ)lished for the
Ministry of Agriculture and Fisheries by His Majesty's Stationery Office, 1949,
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(b) preference must be given to aéricultural workers; and

(c) loans up to 75 per cent of the estimated working capital
required for a holding may be advanced by the Government
to smallholders. The Government’s aim is, therefore, to
provide, through the medium of publicly-owned and effi-
ciently managed smallholdings, a means whereby special
facilities are given to the promising agriculfural worker,
who so desires, to advance in his chosen career,

Smallholdings Authorities are placed under a duty to provide
ssmallholdings for this purpose. As Section 47 of the Act provides:
“For the purpose of affording to persons with agricultural experience
.an opportunity of becoming farmers on their own account, it shall
be the duty of every Smallholdings Authority to provide small-
‘holdings for letting to such persons as aforesaid to the extent to
-which a demand therefor is indicated by applications received by
the Authority if suitable land can be obtained for the purpose and the
.smallholdings can be provided without detriment t{c the general
sinterests of agriculture.”

The first point to which we would wish to draw the attention
-of Smallholdings Authorities is that the duty placed upon them is
“to carry out a national Smallholdings Policy. This means that
publicly-owned smallholdings must be made an integral part of
British agriculture. They must be regarded, not as sometimes has
-happened in the past, as something artificially grafted on to the
industry, but as fully economic units with their own particular pro-
blems and requirements arising from their size and the special
function they are intended to perform. It means, moreover, that
Smallholdings Authorities who have adequate areas of suitable land
available have a duty to provide smallholdings not only for suitable
applicants from within their own county, but also for applicants
from other counties which may be less fortunately placed. The
duty to provide smallholdings is limited by the extent to which
suitable land is available. We think that it would be most undesir-
able for inferior land t{o be used, since the suitability of land for
smallholdings is, in our view, one of the most important factors in
ensuring that a smallholder has the opportunity to make a success
of his work, and this is indeed stressed by the Act itself. The land
must be of good guality and properly equipped, and we deal in more
detail later in our report with this and other points referred to in
this paragraph.

It will also be noted that the duty of Smallholdings Authorities
is limited by the extent to which smallholdings can be provided
“without detriment to the general interests of agriculture. The gquota-

13



1 REHABILITATION OF LOW-INCOME FARMERS

tion from the White Paper in paragraph 3 of our report indicates that-
the provision of further opportunities of advancement for workers
on the land is in itself desirable in the general agricultural interest..
The creation of smallholdings for the purposes of this policy will,
however, necessarily involve the acquisition and sub-division of larger-
farms, particularly in order to reap the benefits of grouping small--
holdings. Development on these lines will tend to alter the present
balance between larger and smaller holdings. It will be remembered
that out of 24 million acres of agricultural land in England and Wales
{excluding rough grazing) over 3 million acres are devoted to holdings
below the 50 acres size. These account for 40 per cent. of all the
holdings in the country, so that holdings over this size, comprising-
60 per cent of the total, account for about 21 million acres. Both
the larger and smaller farms have their parts to play in the agricul-
tural economy and we suggest that a substantial reduction in the-
number of larger units might well prove harmful on balance to the
general interests of agriculture. In our view, therefore, Part IV of
the Act should not be operated in such a manner as to bring about
a radical change in the general structure of the industry. The acqui-
sition and conversion into smallholdings of suitably sized small farms
in private ownership would not give rise to the same difficulty, and
we suggest that Smallholdings Authorities should give some thought
to this alternative means of providing workers on the land with the
opportunities they need. In some cases, the formation of a small-
holdings estate in this way out of a number of small farms might
well lead to very desirable improvements in estate management. On.
the other hand, it might involve disturbing almost as many small
farmers as the number of smallholders who would replace them
and great caution should, therefore, be exercised when proposals of
this sort are being formulated.

In planning new estates, Authorities must take into account
a number of important and in some cases conflicting considerations,
with which we deal in more detail later, as for example:

(a) Estates should in general be compactly grouped to provide-
easy and economical management,

(b) At the same time estates must, if suitable good quality land:
is available, cater for the different parts of the county.

(c) Different types of smallholdings should be provided, if suitable
land can be found.

{d) A judicious mixture of smallholdings into an area of bigger
farms may be of benefit to both.
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It is inevitable that any plan which gives proper weight to these
and other considerations will mean disturbing existing owning and
occupying interests, and in some cases dispossessing efficient farmers.
If Smallholdings Authorities were to wait until farms came on the
market with vacant possession, as some Councils have done in the
past, the result in many cases could only be the acquisition of land
not altogether suitable for smallholdings and a fortuitous instead
of a planned arrangement of smallholdings estates. On the other
hand, as in all matters of public policy, the effect of acquisition on
other interests must be carefully weighed. The dispossession of
efficient farmers, if carried too far, or so to cause unnecessary dis-
turbance and injury would on balance be against the general interests
of agriculture.

The fundamental change in the objective of smallholdings
policy and its integration with agricuiltural policy, will necessitate
considerable alterations in the administration of smallholdings, and
in particular in the selection of tenants, Having regard to the avail-
ability of suitable land, and the general interests of agriculture, it
may not be possible to provide smallholdings for all workers who
possess the necessary qualifications. On the other hand, it should
be possible to establish an avenue of advancement which will cater
for a steady flow of agricultural workers into the ranks of those
farming on their own account. We deal later with the principles.
which should govern the selection of tenants.

Many of the tenants of smallholdings will ne doubt aim at
saving money and moving on to another holding. This will in many
cases not be easy, since the number of farms available with vacant
possession is at present very limited. We think, however, that when
a man desires to move on to another holding, the Smallholdings
Authority should give him every encouragement to do so. This
will not only help the man to achieve his ambition, but also, if
successful, free the statutory smallholding to satisfy the aspirations
of some other worker.

We also consider that Smallholdings Authorities should do
everything possible to help their tenants not only to overcome the
difficulties of their early years when they are learning the business:
of managing their own farming enterprise but also to maintain a
high standard of farming efficiency. By arranging lectures, demon-
strations and short courses of instruction in co-operation with the
National Agricultural Advisory Service, much could be done to assist
the smailkolder in overcoming his practical difficulties. We think,
too, that the happiness and efficiency of tenants and their families
could be greatly increased if smallholdings Authorities would colla-~
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borate with Education Authorities in satisfying the social and
educational needs of all those on their estates.

We would like also at the outset to draw the attention of
Smallholdings Authorities to one other matter. The small producer
often cannot reap the same advantages as his bigger colleague,
particularly at a time when the mechanisation of agriculfure is
advancing so rapidly. Some at any rate of his difficulties migh{ be
caused by the organisation of co-operative methods, as for example,
machinery pools, and Part IV of the Act confers upon Smallholdings
Authorities full powers to promote and foster such methods among
their tenants as well as to provide centralised services for them for
the purpose of increasing efficiency in the conduct of smallholdings.
The practice of co-operation has greatly developed in receni years
in this country, and is being energetically promoied by the National
Farmers’ Union, the Agricultural Co-operative Association and other
agencies. There is, in addition, the experience of the Land Settle-
ment Assoclation and the Welsh Land Settlement Society in the
field of centralised services related largely to market-garden holdings.
The values of the co-operative principle is now widely recognised,
particularly for the small producer, and we earnestly hope that
Smallholdings Authorities will take advantage of the opportunity
presented by the establishment of new smallholdings schemes in
particular to promote such forms of co-operative organisation as are
practicable and as experience shows would strengthen the economic
position of their tenants. We consider that the question of the
possible use of co-operative methods is of such importance that we
have set up a special sub-committee to study it, and we shall be
submitting a further report on the subject at a later date.

We trust that by these various means, Smallholdings Autho-
rities will be able to make their smallholdings estates practical
demonstrations of the way in which small farms can operate effi-
ciently.

With these considerations in mind and in the light of all
the other relevant factors, we think that each Smallholdings Autho-
rity, within one year of Part IV coming into operation should, in
consultation with the Land Commissioner, draw up and submit o
the Minister a comprehensive report showing broadly how it proposes
to carry out its responsibilities under the Act, including the part to
be played by the estate already in its possession. We think that such
a report would be of assistance to the Authority and help the Minister
to understand the problems of the county and to provide guidance.
In its preparation the Authority should naturally consider and indi-
cate those localities where additional land is likely to be reguired,
but we do not envisage that the actual selection of suitable areas
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should in general be made by the Authority until the Ministry has
agreed to the broad proposals in the Report. This, however is not
intended to prevent an Authority from putting up proposals for the
creation of smallholdings before its report is completed, where suitable
opportunities occur.

Summary of the Recommendations of the Council
We summarise below our main conclysions and recommendations.
1. General Considerations

In this somewhat congested country, it is clearly impracticable
to create a number of entirely new agricultural units without dis-
turbing existing owning and occupying interests to some extent.
This in itself need not he detrimental to the general interests of
agriculture, but the provision of holdings should not be carried so
far as to bring about any radical change in the general structure of
the agricultural industry.

The acquisition of existing small farms in private ownership for
letting to agricultural workers as smallholdings may be a practicable
alternative fo spliting up larger farms.

The organisation of suitable co-operative methods should .be
encouraged by Smallholdings Authorities, in view of their value to
the small producer. A further repori on co-operation including the
provision of centralised services is in preparation.

Each Authority, within twelve months of Part IV of the Act
coming into force, should draw up and submit to the Minister a
comprehensive plan for carrying out its responsibilities under the Act.

2. Smaltholdings Authorities and Committees

County Borough Councils should not normally be constituted as
Smallholdings Authorities.

Authorities 1nust work in close co-operation with the Ministry
of Agriculture and Fisheries, but they should have the maximum
possible freedom to exercise their functions.

The Smallholdings Committee of each Authority should be rea-
sonably small and predominantly agricultural in character. It should
not be constituted on a representative basis, but all important view-
poinis should be able to find expression.

3. Types, Sizes and Equipment of Smallholdings
The three main guiding principles are that:

(i) Smallholdings are to be provided for letting to people, parti-~
cularly agricultural workers, who have adequate agricultural experi-
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ence and the gualities likely to enable them to conduct their own
business affairs successfully.

(i) A smallholding must provide a full-time occupation and a
reasonable livelihood for the occupier.

(iii} A smallholding normally should not exceed 50 acres in size.
Special provision is made for holdings over 50 acres, and in these
cases the annual full fair rent must not exceed £150, and the size

5 acres.
Land used for smallholdings must be of good quality and of a
kind suitable for the type of holding to be provided.

An Authority’s duty to provide holdings is not confined to meet-
ing the demand from its residents.

Heldings must be large enough to provide a full-lime occupation
and a reasonable livelihood of £400-500 net income for the tenant
and his family.

Three main types of holding are advocated:

(a) Dairy holdings carrying 15-20 milking cows;

(b) Mixed hcldings with some semi-intensive arable cultivation,
and

(c) Market garden holdings.
Part-time holdings should be discouraged.

Holdings should be grouped wherever practicable, and all holdings
should be properly equipped and laid out.

Dwelling houses should be grouped wherever possible with due
regard {o agricultural needs.

4. Acquisition of Land
Compulsory acquisition of land for smallholdings is justified in
certain cases.
The provision of smallholdings on leased land is generally
unsatisfactory.
3. Management

. Smallholdings should generally be let on the terms and condi-
tions laid down in a model tenancy agreement to be prescribed by

the Minister.
Rent should be reviewed in the light of present day conditions.
Joint tenancies are generally unsatisfactory.
Sales of smallholdings to tenants should cease.
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Section 52 of the Act lays down these conditions as to be the
sselection of tenants:—

(a) A general requirement that before letting a smallholding the
_Authority must be satisfied that the prospective tenant “has had
‘sufficient agricultural experience to render it likely that he is or will
become qualified to be a farmer on his own account.”

(b) Within the general class of suitable persons defined above,
‘preference must be given by the Authority “as between persons
-ptherwise equally suitable, to applicants who at the time of the
‘application are employed under a contract of service or who under
regulations made by the Minister are to be treated as if they were
then so employed.”

Before we deal with these main principles in more detail, we
would like to say by way of general explanation that the conception
-of smallholdings as a means of advancement for agricultural workers
.necessarily means in the case of many applicants that their experience
may be relatively limited when they apply for a holding. This is
particularly likely to be true in the field of management. With this
in mind, the Act does not say that an applicant, for example an agri-
-cultural worker, must have acquired all the necessary experience
before he can be given a holding, but only sufficient experience to
‘render it likely that he is or will become gualified to farm on his
-own account. No conditions should therefore be laid down by Autho-
rities which might have the effect of excluding men who, though
lacking actual experience of managing a farm, yet have the know-
ledge and ability to adapt themselves reasonably quickly to their
new undertaking.

6. Selection of Tenants

Applicants for small-holdings must have at least five years’ prac-
tical experience.

The majority of new tenants should be in the age range; below
‘25 or over 50 should he exceptional.

Provided an applicant who is an agricultural worker has the
minimum agricultural and other experience, he is entitled to prefer-
-ence over other applicants who are not agricultural workers and is
not required to show that his qualifications are superior to those of
the other applicanis.

Certain classes of workers in the agricultural industry who are
not strietly agricultural workers employed under contracts of service
should have the benefit of the agricultural worker preference.

Tenants’ sons have no prescriptive right to succeed their fathers
-and they must qualify as applicants in their own right.
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Waiting lists of approved applicants should be kept by all Autho-
rities and reviewed annually. :

The occupation of existing smallholdings should be reviewed.
where the holdings are not now fulfilling their proper purpose.

Section 54 of the Act of 1947 enables the Minister to make loans-
to tenants and prospective tenants of smallholdings provided under:
the Act or under earlier Small Holdings Acts. This is an essential
feature of the poliey, for without it the preference to be accorded to
agricultural workers could not in normal times be made really

effective.
7. Working Capital Loan Scheme

Applicants should not be accepted who are not prepared to finance
their holdings adequately.

In view of the substantial sums now required for the purchase:
of live and dead stock, loans for working capital should be repayable-
over periods up to 15 years at rates of interest not exceeding 3 per cent.
per annum,

No repayment of leans should be required for a minimum of
twelve months.

Every loan should if possible be secured by an agricultural
charge under the Agricultural Credits Act, 1928,
_ Loans should not be paid over to borrowers in cash, but should
be used to settle accounts presented by approved suppliers.

Both as a means of ensuring that a lean is expended only on
those items of farming stock for which it was advanced and of
educating and advising the new smallholder in the proper development
of his holding, we recommend that loan monies should be advanced
under the conirol of the Smallholdings Authority only against goods.
supplied by approved suppliers. Smallholdings Authorities should
require that their tenants should purchase required items of stock,
if loan monies are being used, only through suppliers approved by
the Authority and should refuse to make payment, out of loan monies:
held on their tenant’s behalf, for gocds supplied otherwise. Such
an arrangement would apply to the initial expenditure of the loan
and not to subsequent replacements out of income.

The various agencies set out below might be employed for this:

purpose : :

A Smallholders’ Co-operative Society, which would set up buying:
and distributing arrangements for the benefit of its members. The
Co-operative Society would act in conjunction with the Authority-
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and would supply farming stock as permitted by the terms of its
members’ loans. Its accounts might be settled direct with the
Authority.

An existing farmers’ Co-operative Society, operating on simtlar
lines to the Smallholder's Co-operative and accepting smallholders.
as members.

Approved agricultural merchants, who would receive orders:
through the Authority and whose accounts would be settled direct
with the Authority.

The Smallholdings Authority itself, which might desire io pro-
vide facilities for the purchase of farming stock.

Loan applicants’ schemes of production and items of farming.
stock required must he approved.

Borrowers must keep accounts.

8. Review of Exisf{ing Estates

All existing smallholdings estates should be reviewed in the light.
of the new policy and a report submitted to the Ministers of each
Authority within 12 months of Part IV coming into operation,




18. THE SMALL HOLDING: ITS CREATION
AND PROBLEMS*

G. Costanzo

One of the most characteristic and significant features of the
-evolution of the land system in Europe is the wide distribution of the
-small holding which, under the influence of wvarious faetors of an
-economic, social and political character, has evolved steadily until
today it represents the prevalent feature of the land system in many
.countries.

As a matter of faci, a study of farm distribution in the couniries
.of Western Europe between 1929 and 1933, on the basis of the
latest official statistics shows that, in the majority of these countries,
the size group of the 3 to 20 hectare farms and sometimes the two
size groups of 2 to 5 and 5 to 20 hectares play a large part both as
-regards numbers and farm area. This group therefore constitutes in
a general sense the central nucleus most widely represented in all
the agrarian structures of the above-mentioned countries.

In a few other countries the 2 to 5 hectare and the 5 to 20 hectare
farms, grouped together, also give a high percentage of farm numbers
.and areas.

This distribution of the land and, more precisely, the size of the
farm, does not in itself represent the information of the small holding,
especially because the two ideas of small farm and small holding
.do not coincide; they indicate, nevertheless, roughly speaking, and
.according to the country under consideration, a definite trend towards
this end. The constitution of the small holding as a particular eco-
nomic and juridical institute depends upon a complexity of political,
social and rural conditions, such as has been evolving more intensely
-since the second half of the XIX century. It has attained considerable
results which are well-known and on which we do not intend to dwell;
-during the agricultural crisis including the great depression between
1929 and 1932, the value of the small peasant family farm was proved
by the greater power of resistance to economic fluctuations it dis-
played.

Small holding has followed three different trends. On the one
‘hard, indeed. we have the small holding which developed spon-
taneously and unhindered, with no intervention from the authorities,
the fruit of individual toil and savings; in this case, it is mostly a

” International Review of Agriculiure, March 19_43' (1;: 81E-115E).
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matier of farm labourers who, by dint of great sacrifices over a
long period and often through intermediary forms of farm working
{small {enancy, etc.) have come to own the land they have cultivateq,
improved and rendered productive; thic is the most “costly” form of
sma!l holding, the result of slow evolution and selection. This typ=
of creation is found to a greater or lesser extent, in almost every
rountry, especially those of long esiablished agrarian civilisation.

Then there is the small holding created on the basis of definite
pregra:nmes, more or less extensive and organic in scope, of internal
colonization, programmes arranged by governments and carried out
with State assistance both as regards technical education and credit.
As will be shown further on, there are numerous types of examples.
This is the small holding created by government initiative, constituted
and carried out for the most part under the control of special settle-
ment organizations. These organizations control and support the
movement; the State intervenes, it is true, in this case, to a varying
extent, but for the purpose of regulating a movement which still
preserves a natural origin and in any case develops orderly both in
time and space. '

Lastly, we have the small holding which originated essentially
in the social requirements resulting after the 1914-1918 war; this
is the type which arose in the countries of Central and Eastern Europe
in connection with agrarian reforms. Here we are faced with a
somewhat tumultuous movement; this is no evolution but rather
the immediate creation of small holders, most of whom poor in the
live and dead stock necessary for guaranteeing high production on
the farm; small holders, moreover installed on land which had not
always been prepared for cultivation nor was it always suitable, land
which ocught to have been subjected to preliminary preparation and
was therefere not yet in a fit state for production; small holdings
not yet endowed with the indispensable measures of technical and
financial aid.

Obviously, the contribution of these three types of small holdings
to production and to the national income is not the same and con-
sequently their repercussions on the social system are also different.
They must, therefore, be judged according to the positive resuilts
obtained within the framework of the systems of agricultural enter-
prise prevalent in their respective countries.

Importance of Small Holding in Rehabilitation Programmes

For the past few years we have been observing a clearly pro-
nounced evolution in every country towards a more or less integral
regulation of all economic activities, intended to guarantee the sup-
reme interest of the community and because, as a result, the problems
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of internal colonization and the addition of farm workers to the
ranks of small holders also created more and more problems affecting
not only the well-being of the individuals concerned, but also that
of the nation as a whole, which must ensure the best possible use
of all its resources, both human and material.

The small holding should always be considered not only from
the prevalently social standpoint, but also on the plane of the new
trend of agrarian policy which requires the maximum exploitation
of the soil and maximum e%penditure of labour and which holds all

agriculiural labourers, without distinction between large and small
hold:ngs, responsible to the State. This distinction, moreover, would
no longer be possible today because the small holding constitutes,
as we know, the central or prevalent nucleus in many countries
and its active participation in the execution of agricultural pro-
grammes is therefore absolutely indispensable and of a decisive value,

During the present phase of agricultural economy there is a
well-defined tendency to control individual initiative within the
framework of national reguirements. While leaving teo personal
interest the task of stimulating the individual, 1t is nevertheless
necessary to direct all productive effort, without distinction, towards
the ends pursued by the State,

All those who have studied the situation of the small holding,
while recognizing its social advantages, do not at the same time
fail to point out the defects which it presents, defects which may
be summarized as follows:

a) Inadequate area of the holding is often out of proportion to,
the working powers of the peasant family and therefore incapable
of guaranteeing its complete livelihoed. This disadvantiage was
observed particularly in the agrarian reform countries, in some of
which provision was made for its elimination by enlarging the original
farms. The lack of independence of the smallholding places the
small holder on the same level as the hired labourer pure and simple,
the latter from some points of view finding himself in a better
situation than the former as he enjoys the benefits of social legislation;
the non-independent small holder, compelled to seek work outside
his own farm, lays a burden, too, on the local labour market; he
cannot therefore be considered solely as an owner, but must be con-
sidered also in the various labour combinations in which, in each
single case, his economic activity is incorporated; otherwise it is
impossible to understand how some of the small holdings can
continue to exist. '

b) Lack of technical training of small holders; this was observed
specially in cases where they were created suddenly. as the result
of a mass movement (agrarian reforms).



THE SMALL HOLDING : ITS CREATION AND PROBLEMS 205

¢) Lack of capital: the small holder who, by dint of great
sacrifice over a long period, succeeds in purchasing a piece of land,
if he has not been able to do so by means of fair credit terms and
on the basis of special settlement programmes, arrives at ownership
under bad financial conditions; he has little or perhaps no working
.capital, nor is he always able to procure any; thus, even at the
beginning of his activity he finds himself handicapped financially
.and, since he cannot provide the necessary capital for his new land,
is obliged to expend a greater effort in labour, often to the prejudice
of his own health; to lack of capital in cash is added in many cases
a lack of the indispensable equipment for cultivation of the land and
this is the result, {o a great extent, of the lack or shortage of working
capital mentioned above,

d) Lack of business ability in making coniracts; another weak-
ness of the family undertaking is found in its commercial activities;
satisfactory prices for purchase and sale cannot be obtained when
small quantities of produce are handled; moreover, it often happens
that the farmer must sell at an unfavourable moment, because he
stands in absolute need of cash and has not sufficient instruction to
adjust his own business satisfactorily; this is also due to the problem
of locality, as his farm is often situated far from the large centres.

¢) The small holding is also often subject to the disadvantages
of parcelling and reduction into small plots, due for the most part
to the succession system which will be discussed below; it may be
stated {hat it is now generally recognised that the small farm holding
is not in itself a perfect system; it requires to be integrated by wise
action on the part of the State and by co-operation. . While most
people are agreed in considering that the existence of a numerous
class of farm owners with small and medium-sized holdings is of
considerable social and political advantage to the community as a
whole, it is also admitted that this advantage would be too costly
‘were it not accompanied by advantages to the national economy, i. e.
were it to lead to a decline in production. As a matter of fact,
this decline in production has in some cases actually taken place
:although perhaps only for strictly local reasons.

Remedies

While agricultural economists are agreed in complaining in some
cases of the above mentioned defects of the small peasant farm, they
are also agreed in pointing out the remedies. In the first place, they
assert that the small farm holding, like every kind of enterprise,
has it own zone of economic advantage, i.e. the one in which, in
relation to existing agricultural conditions, it represents the most
useful instrument for production. The chief features of this zone of
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economic advantage are constituted by the kinds of crops which can
be grown, and these must be capable of making the utmost use of
the activity and industry of manual labour, rather than of the strength
of capital and the skill of technical management; in the second place,
a sufficiently regular distribution of labour during the year or else
the possibility, for the same purpose of combining, with the small
holder’'s work on his own land, other outside work of some description.
Naturally, the zone of economic advantage of the small holding may
be greatly enlarged if it has a given organization and given character-
istics, namely wherever it is autonomous, in the sense already indi-
cated, namely not broken up into allotments, where real collaboraticn
exists between the small holdings and where the peasants have bzen
given vocalional training and are of irreproachable moral character.

Credit distributed by rational lines, co-cperation, vocational
training and an adequate marketing organization are indicated, as.
a rule, by authors, as the principal and most suitable means for
strengthening small peasant holdings. They must also be protected
against the risk of excessive parcelling which has an adverse ~iect
on the soil’s productivity; in some States effective measures are now
in force to prevent this risk.

Among the methods for preserving the small holding mention
may be made, too, of measures tending to limit the purchase price
of land, which is equivalent to the prevention of overindebtedness,
another factor which often weakens this class of farmers.

Above all, it is recommended that the formation of the smull
holding should not be forced by means of standardized provisions.
The selective process is stimulated by all that is being done today
by governments for advancing vocational training, and welfare, tech-
nical and economic organization as also by an organized system of
agricultural credit and co-operation.

It will now be of interest to study, in more concrete form, and
in connection with the problems described above, the attempts made-
in various countries to organize the small holding in the best possible
manner and to create in it a valuable instrument of production in
the common interest.

In the first case, in effect—formation of the small holdings as the-
result of a natural process—the basic element, namely the soil, is.
sought for in each instance, often with great difficulty, on the open
market, usually in face of bitter competition and subject to the action
of intermediaries which increases the cost; moreover, when the pur-
chaser has no capital of his own, he must also solve the credit problem
obtaining the necessary purchase money from private individuals or
banks and eoften contracting heavy indebtedness; thus a difficult finan-
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cial situation is created from the outset, a situation which acts as a
drag on the progress of the farm and its results; moreover, “land’
hunger” closes the purchaser’s eyes to conditions of climate, soil
and locality in relation to the market, conditions which sometimes:
are not any too well suited to profitable production. We will pass.
over in silence the other disadvantages and inherent defects of this.
method of formation, which prove that the small holding created
spontaneously does not always correspond, in its structure, to the:
requirements of the best productive system and that it is open to:
the risk of disappearing again.

In the second case, instead—settlement—and in the third—
agrarian reform—although to a much smaller extent, the funda-
mental problems affecting the formation of the small holding are
solved systematically by the Governments, on the basis of standards
of public utility.

As regards the first point, it is obvious that wherever a system
of agrarian utilization of the soil is already in existence and, at the-
same time, a given distribution of property, the scope of constituting
new small holdings according to a settlement plan involves the need,
as Prof. A. Serpieri observes, of altering the existing system and
distribution; this also implies other adjustments in the land system
and agrarian organization.

Moreover, consideration must be given to the quality of the soil,
its initial suitability to cultivation, the climate and the matter of’
vicinity to the market. The peasant farm will be sound and peaceful
only after the indispensable work of land transformation has bheen
carried cut over the district as a whole and when the works and
atility services common to all the individual undertakings have been
duly ensured. One of the most recent instances of a suitable adjust-
ment of land for settlement is offered by Italy, where, through “inte-
gral land reclamation” the necessary conditions have been created
in many regions permitting families of small farmers to settle per--
manently in given areas.

Problems of capital importance when instituting the small holding"
are those of the size of the property and the price at which the land
has been purchased. If it is to meet economic requirements, a peasant
farm rmust obviously be sufficiently large, in proportion to the num-
ber of the holder’s family, for whom it must supply work and a
living, and in proportion to the type of crops grown and the equip-
ment available. As a rule, in the case of each type of farm, there
is a size which at a given time and in a given place is, from the
economic standpoint, the most suitable and useful; holdings must
approach this size as closely as possible, so that human labour, and’
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that of the draught animals, the immoveable capital and the machin-
very may give the best possible return.

The lack of close proportion between the working capacity of
dhe peasant family and the area of the land cultivated has often
Jbeen one of the causes of the failure of agrarian reform in south-
«east Europe. The problem of the size of the farm in connection with
{ts produetivity has recently been realized with growing comprehen-
;sion in Roumania, among other countries, where the evil consequences
of excessive splitting up of property have been fully recognized. In
particular, it has been remarked that the smallness of a farm ix an
unfavourable factor in the economic application of many technical
methods, and especially of machinery. An attempt is being made
‘today to attenuate the disadvantages by creating co-operative labour
-communities, and a law recently promulgated which will be dis-
cussed below, offers special facilities for those organisations. In
-order to adjust the size of the farms to the families which cultivate
them, many countries have provided for the enlargement »f the
.original allotments. It should however, be remarked that some-
‘times the extreme smallness of the farms is not a defect of origin,
‘but has come about subsequenily as a result of partial alienation of
Jdand or hereditary succession; these are facts which have led to the
two disadvantage of excessive sub-division and dispersal of property,
“both very widespread among small holders and against whom ener-
:getic measures have been taken.

Ancther fundamental problem is that concerning the price of
land, and upon this depends in a large measure the economic suceess
«of the small holding. In an article which we devoted to the land
market we described its special features dependent to a great
-extent on the fact that land is as a rule much sought after possession,
but is limited and cannot be reproduced or can only be reproduced
10 a limited extent by the creation of new land by means of reclama-
tion. There is, therefore keen competition among candidates for its
possession and this is principally true as regards peasant farms, for
which, as is well-known, the soil does not represent an investment
sof capital but rather an instrument for work, work for them being
-a manner of living and the very purpose of farming, The great
+demand for small holdings and the scanty supply, in normal times,
-of this type of farm, renders its sale-purchase wvalue, as a rule, far
out of proportion to the larger or smaller income derived; in other
words, it is liable to over-valuation, due to the work of specuiation
‘who exploit the peasant’s ambition to become economically inde-
‘pendent. On the other hand, the regime of uncontrolled contracts
which prevailed until a few years ago has given rise to excessive
prices in land values. Nevertheless, as a result of the evolution of
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modern political and social ideas, the notion regarding land has
gradually modified: it is finally recognised as a possession of a
special nature and different to others, as the scurce of human
nourishment and the basis of the State’s social and political resistance.

So the opinion has gained ground that land should no longer be
bartered like other property, with the consequence that State inter-
vention has been called upon to ensure an equitable purchase price,
thus indirectly encouraging the process of the formation of the small
holding and consolidating its existence.

Many authors have considered State intervention advisable when
restricted to the regions mast suitable for cultivation and where
the scarcity of land offered on the market leads to overvaluation
and speculation,

Recent instances of aggravated speculation in rural property,
instances connected with the abnormal situation of the money market,
have led some countries (Germany, Italy, Japan, the Netherlands,
Sweden, Switzerland), to introduce control, both direct and indirect,
on land prices.

It will be seen, therefore, that there is a trend towards bringing
the land market back to normal by eliminating speculation, having
regard to the recognized social function of land-lordship. This new
trend, on the other hand, is in perfect harmony with controel of the
market for staple products, a control which has not been introduced,
under varying forms and to a greater or lesser degree, in the majority
of countries.

Another important point in the formation of small holdings is
the choice of the most suitable elements for their development. Tn
the one case we have already described the natural process of selec-
tion by means of which only those who are best prepared financially
and vocationally become or should become owners. On the other
hand, in the second case contemplated, namely in that of the small
holding created ope legis, the persons to whom the land is allotted
must, as a preliminary condition, possess given qualities and offer
certain guarantees of vocational ability and moral aptitude.

Lastly, another problem in connection with the creation of the
small holding is the matter of credit. Under an ideal system the
worker who aspires to become a small holder must possess the means
to pay at least part of the purchase price. But this supposition is not
always realized. Here, too, the usual distinction must again be made:
in the case of the small holding created by the spontaneous initiative
of the individual. credit is generally granted by private persons or
sordinary banks, or even by co-operative banks which do not, however,

14
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specialize in these operations; the credit granted is, therefore, as
a general rule, of a burdensome nature, either because of the interest.
rate imposed, or because of the arrangements for re-imbursement; on
the other hand, in the case of the small holding created on the basis.
~of legislation concerning home settlement, the laws promulgated
generally provide for special credit terms and conditions regulated:
and controlled by the authorities, which is equivalent to saying on
the fairest possible terms. These special credit institutes do not
confine their activity merely to the granting of loans facilitating the-
purchase of the property; they also finance land improvement works
(rural buildings, land drainage, irrigation, electrification, etc.), thus.
supplying the funds for the complete establishment, in the widest
sense of the term, of the small holding. Credit assistance granted
under these conditions has developed widely and under many forms,.
offering an interesting bhasis for separate study.

Starting from these general considerations concerning the pro--
blems affecting the creation of the small holding, we will now twrn.
to a more positive study of the solutions adopted by some countries.

Non-Credit Measures

Itely : The following principles have been applied in the case of’
the Sicilian latifundia (Law of January 2, 1940), Landowners,
even when their estates are not situated in the districts.
subject to reclamation, are compelled to arrange for the settlement
of their land by creating economic farm units (unita poderali) and’
installing thereon families of settlers according to the instructions.
issued by the Ministry of Agriculture and Forests, in the way and
according to the terms established by the said Ministry. They must.
also introduce suitable technical management and adopt the new
durable labour relations tending to improve the land by guaranteeing.
a fair wage to the agricultural worker who undertakes the task of’
improvement. If the owner in question has not adequate financial
means for carrying out the work of transformation on his estate,
a public institution specially created by the Government, for the-
purpose, the ente di colonizzazione del latifondo Siciliano assists
him by advancing the sums he may require. The aim of thisg
institution, which at the present time disposes of 1,000 million
lire, is to give technical and financial assistance to landowners in
the work of transforming their productive organization and, if’
necessary, to proceed directly with the settlement of the land of
which it has acquired the ownership or temporary possession,

Switzerland: In the case of this country very special mention.
should be made of the Financial Guarantee Bank for Agriculturak
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Workers and Small Farmers (Casisse suisse de garantie financiere
pour ouvriers agricoles et petits paysans}, created in connection with
the Swiss Peasant Union; its task is to help farm servants and the
sons of small peasants with limited means to take over an independent
farm. This Bank, by means of the guarantees it is in a position to
offer to creditors, could very often make the conelusion of a purchase
contract or lease possible; it does not, however, study the problem
in each separate case from this angle only. Its offices seek to find out
above all whether all the conditions are fulfilled enabling the candi-
didate and his family to earn a certain, though very modest, livelihood
under present conditions on the holding they have in mind. But the
Bank considers that there would be no sense in allowing a young
farmer to purchase or rent a farm if the solid foundations essential to
the development and prosperity of the enterprise are lacking from the
very start. Great care is taken in the selection of candidates suitable
to the management of an independent farm.

Sweden: As a rule, all intermediary operations for the creation
of small holdings are the business of the Government organization. A
special service has been created for the purpose. In the case of family
farms, care must be taken that the estate be of a size and structure
suitable for the creation of a profitable farm. When auxiliary farms
are being established, it must be ascertained that there is a permanent
possibility in the district of obtaining work or otherwise providing for
the needs of the family. Even in this case, care must be taken that
the farm in question is of a size and structure answering the aims
in view. When the addition of supplementary land is contemplated
for the enlargement of incomplete farms, account must be taken of
their situation and of all the other circumstances which may preju-
dice the end in view, in order to guaraniee that the farm's social
income, after enlargement, is in reality improved.

Very generous credit assistance by the Government is contem-
plated in connection with the creation of small holdings of the
various types mentioned. It should be stressed that no loan may be
granted unless the purchase price of the property and the installation
expenses are considered fair. The borrower must be known to be
orderly and prudent in financia! matters and he must possess the
personal qualifications necessary for accomplishing the tasks which
devolve upon him. He must be capable of operating the farm
according to the end in view and must not be lacking in the means
enabling him to contribute, to a certain extent, towards the realisation
of these ends. Loans for the purchase of a family farm or of a
supplementary farm may be granted only for obtaining a holding
whose value does not exceed 30,000 crowns or, in exceptional cases,
35,000. The amount of the value of the real estate must correspond
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to the sum which it is supposed a normal purchaser would pay, due
account being taken of the return on the property during a given
period.

The Problem of Credit

The problem of credit is of particular importance and thetfefore
deserves to be discussed separately, since, in the majority of cases,
as has already been stated, the candidate for ownership of a small
holding is either absolutely without capital or only disposes of a
minimum amount; in the latter hypothesis, the small savings are
used, in most cases, to pay part of the purchase price of the land,;
it is then necessary to have recourse to credit to obtain the sum
necessary for completing the purchase price and also for putiing
the land under cultivation, a process which often ealls for the execu-
tion of land improvement works, however modest these may be. The
result is that the small holder usually has need of all three types
-of credit, namely, long term, medium term and shori-term credit.
When agricultural depressions occur, credit requirements usually
increase, simultaneously with a decrease in the possibility of obtaining
loans.

The credit requirements of the small holding have been parti-
cularly great during the past years in the States where, affer the
world war, the Governments have altered the traditional agrarian
structure and rural economy of the country, especially by means
of the breaking up of the large estates to create farm properties, of
small and medium size.

In order, on the one hand, to facilitate the attainment of owner-
ship of a small holding on the part of workers and, on the other
hand to recondition these holdings and guarantee the means develop-
ing them, the public authorities have almost everywhere been obliged
to contemplate the concession of credit to farmers and to the various
co-operative associations which have been created to group the new
small farmers and enable them to live economically,

We have already seen that there is a steadily increasing trend
towards the organization for small holders of a service of Govern-
ment loans co-ordinated with settlement schemes; this trend n:sts
a very urgent need and the public authorities alone have, as a rule,
not only the necessary funds but also the possibility of according
credits on terms and at the rate of interest suitable to this particular
category of agricultural worker. Indeed, on the one hand, in mecst
countries the small agricultural credit societies (rural banks, ete.),
which have grown up, mainly, by private initiative, tend to specialize
rather in short term credit operations; on the other hand, the
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organization of medium and long term credit, so necessary to the
small holder, calls for considerable resources which must be available
for a fairly long period; and, besides their capital and reserves, the
agricultural credit societies created by private initiative have little
more at their disposal than the deposits entrusted fo their eare. This
being the situation, the advisability is now admitted of State inter-
vention in the form, in some cases, of the creation of special public
institutes for financing small holdings. Some very interesting cases
of this description are in existence. In Germany, for instance, the
law dated December 7, 1939, concerning the Deutsche Landesren-
tenbank is of extreme importance for home settlements; under this
law, the Preusische Landesrentenbank was raised 1o the rank of a
Government financial institution; it is now the only institution in
the Reich which grants long term loans for home seitlements.

Medium and long term credit operations are now effected to the
great advantage of small farmers especially, almost exclusively by
-public establishments or by special companies created by the 3tate.
Several States, especially in the Balkans where the small under-
taking is absolutely predeminant, have created specialized banks.
agrarian banks, in most cases for the purpose of completing and
consolidating the country's new economic organization, as a result
of the measures adopted in connection with agrarian reform and
market control. Most frequently, these institutions have realized the
utility of founding their business on co-operative organizations and

they have done everything in their power to guarantee their deve-
lopment.

It is believed that if agricultural credit institutions are to play
a really satisfactory role, they must not only offer the possibility
-of purchasing a small farm to farmers with the necessary qualities
of diligence and economy, but must also place at their disposal the
funds required for its development.

The problem of credit for the small holding has been very care-
fully studied in Roumania by commissions of experts who have
accomplished their work at the National Bank, for the definite purpose
of reorganising this form of financial aid. It has been concluded
that the credit indispensable to the small holder must, generally
speaking, correspond to the following conditions: a} it must be in
direct relation to productive requirements; b) it must be adequate
to the end in view in order to prevent the small holder from being
compelled to have recourse to other creditors who would oblige him
to pay much higher interest; ¢) the term when the instalments fall
due must correspond to the purpose for which the loan has been
granted; d) that strict control be exercised over its use to prevent its
being diverted for other purposes than those for which it was con-
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tracted; e} the credit institute must be situated as close as possible
to the site of the property in order to avoid the necessity of costly
journeys on the part of the borrower. The National Institute of
Agricultural Credit, created in 1937, on Government initiative, for
the purpose of granting loans solely to medium sized and small
holdings, has adhered strictly to the regulations described above.

Co-operaiive Assistance.

Apart from the question of credit, which has been satisfactorily
solved either through public organizations (long and medium-term
credit) or through organizations of a co-operative form credited by
private initiative (short-term credit), a no less serious problem which
faces the small farm is the problem of supplying the means of
production and the sale of their products. Small farmers, mostly
scattered over the countryside and far from inhabited centres, are
not, as a rule, well-informed as regards prices of products and
equipment as well as concerning the movement of the market; rore-
over, as they are not very practical businessmen, they are ofien the
victims of middlemen and profiteers. This matter is of particular
interest in connection with the small and medinm-sized farms produc-
ing specialized crops for exclusively commercial purposes. Swiizer-
land is a case in point. A recent work by Prof. E. Laur, published by
the Swiss Peasant Union demonstrates that on the medium-sized
peasant farms the area of natural meadows is always very high,
varying on the farms reviewed from a minimum of 20 to a maximum
of 98 per cent; consequently, in the formation of the gross product,
the production of milk and its derivatives is of prevalent importance
everywhere, and this is why almost all these farms are characterized
by extireme dependence on the market; the amount of the gross
product taken to market varies, on these farms, from 70 to 90 per cent.

Now the means recognized as most suitable for eliminating
this situation which is unfavourable to agriculture is that of the
union of the small farmers in co-operative societies. Students of
the subject are agreed in admitting that the development of the
small peasant holding depends in a large measure on that of co-opera-
tion. Supplies of means of production and, above 2ll, the sale of
products can best be organized in common. Consider, in particular,
the difficulty encountered by smail farmers in arranging for the sale
of perishable products (vegetables, fruit, ete.), and of those, too, for
which they have not, as a rule, the necessary equipment for dealing
with industrial and homogeneous qualities, (wine, oil) or for preserva-
tion and transport; consider, too, the difficulties, still in the case of
small holders, of marketing those products which cannot easily fetch
their true value unless through co-ordinated commercial action on
large markets,



THE SMALL HOLDING: ITS CREATION AND PROBLLEMS 215

Long experience, in numerous countries, has proved that the
«¢a-operative system lessens the technical and economic disadvantages
inherent to the small farm, which it strengthens, guranteeing its
vitality. This is confirmed by the fact, that in those countries where
‘the small holding is most widespread and progressive, the develop-
‘ment of the co-operative movement is also more extensive. The
following may serve as examples,

Agrarian Reforms

Passing to an examination of agrarian reform countries, we will
1limit ourselves to the mention of the case of Roumania alone, where
the co-operative movement is becoming very widespread and
-an essential instrument in the renewal of national economy. Here
‘the co-operative societies have the following purposes in view: to
procure credits for their members, purchase or lease land, execute
land improvements schemes, organize work in common use, use
‘machinery in common, supply the members with the products neces-
-sary for their occupation and for the exploitation of the products of
:their work, etc.

It would take too long to describe here the developments of
-co-operation in other countries where the small holding is more
‘widespread. It will suffice to observe that the growing participation
-of the emall holding, especially in the forms of co-operation in credit,
purchase and sale, and the strong support given to these forms by
‘the Governments are the best proof of the fact that their function
:is indispensable.

Technical Assistance

The most serious and less easily reparable failing of the small
-operator is that encountered in the technical field. It appears under
“two forms. We are, of course, speaking of the countries where
-agricultural and social evolution, for reasons partly historical and
‘partly political, has been slower. The two forms of this failing may
be said to be one subjective, the other objective. The former con-
sists of the scanty technical training of small farmers often coming
from the class of mere labourers and having suddenly become agri-
cultural workers, without having received that gradual training which
.alone can guarantee the rational organization and management of
the undertaking; the second form of the technical inadequacy of the
:small holder, the one which may be called objective, consists in the
insufficient technical equipment of the farm and also in the fact that
‘the dimensions of the holding are not adequate for the existing labour
strength nor for the type of crops grown.
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Undoubtediy these two forms of the technical inferiority of the-
gmall holding are greatly to be deprecated in an extremely dynamic-
nase of agriculture, such as the one through which we are now:
assing, a phase in which, as a result of the trend towards self-
gufficiency, all the agricultural energies are called upon to offer their-
maximum contribution for the satisfaction of the growing demands:
of production.

In order {o obviate the scanty technical training of the class now
der review, two methods have, as a rule, been adopted; by organiz--
ing above all vocational agricultural instruction, under the most
aried forms, and by creating various services, most of which are-
ublie, giving technical aid to the small farmer. The importance-
this instruction is becoming daily better understood and much is.
ing done by the Governments to organize it in the most practical
and profitable way possible.

of

In Italy, for instance, vocational instruction is given not only to-
garmers, owWners and tenants by the inspectorates of agriculture, but.
1s0 to simple field labourers by means of temporary courses of an:
essentially practical character, organised in the principal agricultural.
centres and divided into general and special courses; the former,
Jealing with fundamental notions of agriculture; the latter, with
efinite agricultural operations and practice, completed, with the-
help of specialized workers, with practical work in the field, inspection.
of demonstration fields, visits to well-organized farms, films, etc.
For the vocational iraining of peasants a special organisation for-
their instruction has been founded in Germany;”this organization is
rovide, by means of a four-year course, a basic training for the
occupation of peasants. After the first two years of instruction, the
rentice will sit for an intermediary examination and, after another
two years, for a final examination. The youth who comes from the
country will be able to take his training in part even on his father’s.
. e will, however, have to study for at least a year on another

m
izrm' Before the winter ends, 60 to 80 of the best farms will be
selected in the 700 rural districts and on these farms the young agri--

culturists will serve their apprenticeships.

The better to attain their end, in many couniries special technical

.y services have been organized for the small farm. This is the
case in the Netherlands. Since the small farm plays a very important
role in agriculture in this country, it had to be protected. With this.
ond 10 view, in 1934, it was decided to create a special service which
egant 10 operate on November 1, 1937. Information and advice are
given to each small farmer. b){ tht_a officials of the crops of agricultural
sdyisers who manage this institution. Each official has a smalf
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number of farms under his supervision. Small farmers are divided:
into three categories: the first—A—groups those who work regularly
for third persons;.the second—B—those who work for the most part
of their own farm, but who do not find that it absorbs their whole-
work, because it is too small to offer them a livelihood, and who
therefore from time to time seek work on larger farms; the third—
C—those who have a small farm which occupies their whole time-
but which, in time of depression, does not bring in enough to allow-
them to live. So, on condition that the persons concerned follow the-
advice given by the agricultural advisers, those belonging to cate
gory B receive a weekly cash subsidy, while those belonging to
category C receive purchase coupons enabling them to obtain imple-.
ments at very reduced prices, or even sometimes gratis. The cash
subsidy varies in direct ratio to the return obtained from the farm:
and in inverse ratio to the size of the family. The purchase coupons.
are delivered after computation by the official of the Service of the-
use made of chemical fertilizers or cattle fodder, or after he has.
ascertained that the farm is in need of certain machinery or
equipment.

A special form of technical assistance to peasant agriculture has:
been introduced in Hungary, where the Government has taken action
in favour of the construction of silos, maize barns and model manure-
pits in small farms. Vocational courses have beepn instituted for-
completing the instruction of fixed hired labourers for the:
purpose of spreading agricultural knoweldge. A further stimulus to-
technical aid for small farmers is to be found in the law recently
passed by Parliament concerning the encouragement of agriculture,.
Under the terms of this law, model farms are to be established in.
each commune and experimental farms in each district. Exhibitions,.
produce competitions and the organization of educational tours are-
also contemplated. The installation of agricultural administrations
must be completed in each commune by means of the appointment
of skilled farmers who will have to make known and check the-
measures intended for the encouragement of economy (communai
ecomnmic Supervisors),

Organizations of agricultural owners have been created in Rou-
mania, to obviate the disadvantages of small farms considered gs-
unsuited to insure the upkeep of a family. The agricultural associa--
tion is managed by five mandatories; technical and administrative
control is effected by the head of the agricultural district. Members
of the association are compelled to cultivate their own estates on
satisfactory lines and according to the plan drawn up by the head:
of the agricultural district. Participants are expected to pay in a
subscription proportionate to the area of their holding, 1o serve as
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-a rotation fund. A minimum of fifteen associations may form a union
for the purpose of co-ordinating their activity.

There is a tendency in Roumania to create larger and better
.equipped farm units capable, that is, of raising production to the
level required by the new aims of agriculture. Now, since the old
‘small farms created under the agrarian reform cannot individually
:supply their own equipment, this new type of association among farm
owners has been worked out, for the definite purpose of eliminating by
‘means of common action, the shortcomings of the individual.

Mechanization

When the small holding is under discussion, mention must be
‘made of another basic point, namely that of mechanisation. Now,
for the small holdings also, and especially, when they are fairly large
.and lack adequate or suitable labour strength for the crops grown,
the problem may and does arise concerning the use of machinery.
‘“This problem should be studied under several aspects—technical,
-economic and social. The first of these consists in creating the type
-of machinery which best answers the physical conditions of the
-environment where it is to be used. It may be stated that, thanks
to the constant and tenacious effort of experts, many of the difficulties
-encountered by this adjustment have been overcome. The second
problem consists in knowing whether the cost of purchase and opera-
tion of machinery {fuel, lubricants, spare parts), can be carried by
the farms under discussion.

Doubtless, a relation must exist between the size of the farm
.and the extent of the use of machinery. It is admitted that machin-
-ery is, as a rule, best suited, from the economic standpoint, to the
large farms, but it is also true that recently there has been a
movement which tends to allow medium-sized and small farms too,
to profit from mechanization, either through the construction of
tractors suited to the technical and economic requirements of these
farms or by establishing co-operatives among the smaller farms for
using machinery in commeon.

In countries with small and medium-sized farms and, therefore,
in most of the European countries, where the farmers who could
-afford to purchase expensive machinery and make full use of
it were few, mechanization was introduced on a co-operative basis.
Before the outbreak of hostilities, Europe had roughly 30,000 agricul-
tural syndicates or general agricultural co-operative societies. Most
-of these organizations enabled the small farmers, their members,
to purchase their usual implements more cheaply or more often, to
use the latest types of machinery in common. This function was
.sometimes filled by special co-operatives; besides the agricultural
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syndicates and general agricultural co-operative societies already
mentioned, there were in Estonia 283 co-operatives for the use of
machinery and 400 in Finland, 670 threshing co-operatives in France
and 800 in Germany, 286 machinery co-operatives in Latvia, 133 in
Lithuania, 460 in Switzerland, 64 in Jugoslavia, etc.

The recognized necessity, under given circumstances, to use
machines even on small farms has led many governments to procure
‘themn for small farmers on special terms.

The data given above concerning the gradual extension of
mechanization even on small farms and concerning Government aid
granted for its encouragement are the best proof that, as we have
asserted, this type of farm, too, should use, within the limits of its
means, this modern method of production; also for the reason, which
must not be overlooked—in so far as it concerns the social aspect
0of the problem—that the aim of mechanization is not congerned with
-.economic advantages alone, but equally with the object of facilitating
labour and often a better organization of the farm.

Under the present rule of mechanism—writes L. Feraud—
with the shortage of hands which continues to prevail in agriculture,
it must be admitted that a low-powered machine is now indispensable
to the dynamism of the small farm and that electricity is the only
power capable of placing it at the practical disposition of the staff.

Of course, electrification of the small farms presents, as a rule,
very complex aspects, The chief of these is of a financial nature.
‘The solution of this problem must doubtless be sought for the most
part in State aid and credit.

Credit, co-operation, irade organization, vocational instruction,
various forms of technical assistance supplied by the authorities,
mechanization and electrification constitute so many means for sup-

porting the small farm in its working and for contributing to its
strengthening,

The integrity of the small holding may easily be compromised
especially in countries where entire freedom still exists in connection

with the division of real estate either by an act of the living or as
a result of death.

Excessive splitting up of the land and the dispersal of the plots
has been provided against, as is well-known, by the consolidation of
the land and the modification of the succession laws.

Most of the European countries have made arrangements for
regulating the work of consolidation including Germany, Franee,
Italy, the Netherlands, Portugal and Switzerland; consolidation was
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formerly only possible where a voluntary unanimous agreement could
be reached between all the interested parties in order to avoid tres-
passing on private property. Later, when operations had to be
started, it lay with the majority of the parties concerned to decide
in favour of consolidation, the others being then compelled to take
their share in the work. But sinee, meanwhile, consolidation has
steadily demonstrated its accruing advantages with increasing clarity
and since, on the other hand, the general importance for the country
as a whole has in the long run been recognised, the number of the
majority required by the wvarious legislations has gradually been
reduced. In regulation to the gradual disappearance of the conditions
rendering consolidation dependent on the request of the parties
concerned, this operation could be decreed exclusively by the Govern-
ment and executed by the authorities.

Conclusion

It has Been seen that the small holding is created either spon-
taneously or as a result of government initiative. In the former case
there appear in its formation and development defects and disadvan-
tages which weaken its organism. These may be summarized as
follows: Abnormally high purchase price of the land and conse-
quently frequent serious indebtedness, insufficient area of the holding
which renders anti-economic the use of many forms of equipment;
defective technical management of the farm; reduction of the area
due, in many cases, to acts of alienation or hereditary succession.
The remedies adopted for these defects have been indicated. These
are partially counterbalanced by the greater relative resistance of the
small holding depending on the fact that it is founded chiefly on
the labour of the family, labour which is interested in the highest
degree in the results of the undertaking, and is therefore careful and
assiduous.

In the case of the small holding created by Government action,
on the other hand, the above-mentioned weaknesses are, as a rule,
more or less eliminated from the outset. In the first place, the price
at which the land is granted is fixed at the lowest possible level and
is paid over a more or less long period of time in most cases in
instalments and with funds advanced by public credit institutes. In
the second place, the land assigned is already to a greater or less
extent prepared for cultivation; indeed, the laws recently passed
in this connection show that there is an increasing tendeney to co-
ordinate settlement with land reclamation, which offers the new
workers an oppertunity of considerably simplified work as well as
a saving of labour and expense, Moreover, public welfare services
are often organized to assist the new settlers and they are given
special help on favourable terms, both in kind (supplies of machinery,
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.

implements, fertilizers, etc.) and in cash. Lastly, the cession of the
allotment to third parties or its sub-division, for any motive, what-
soever, is forbidden for a given number of years. Of course, in
arder to obtain an allotment of land, under the government settlement
-schemes, the applicant must possess certain qualifications which are
strictly defined by law; as a result, many candidates for holdings,
‘however deserving of consideration, are excluded from the benefits
of setilement. Consequently, while feeling bound te declare, as a
general rule, in favour of the small holding created by public action,
it is impossible to overlook the small holding, created by spontaneous
initiative, more extensive as to numbers and substantially more
‘interesting. In connection with this very aspect, the problems con-
cerning its formation, development and preservation have been
.studied in the foregoing chapters.

It would seem to us, therefore, that these problems should, even
now, be taken into consideration anew in order to prevent the
recurrence-—after the present war—when many ex-soldiers return to
‘the land, of the regrettable difficulties which were ohserved after the
last war. Timely intervention on the part of the authorities
for the regulation of this movement and the anticipation of its
pathological manifestations is obviously a vital necessity. Sub~
stantially, it is a matter of preventing the formation of new small
holdings on an irrational basis by means of timely control. This
would be all the more regrettable considering the complex duties
which, after the war, will have to be fulfilled by agriculture and
the rural classes. Not only will it be necessary than {o obtain the
highest possible rate of productivity in order to guarantee the main-
‘tenance of the population worn out by their long labour efforts and
great privations, but it will also be necessary to reconstitute the stocks
of foodstuffs and raw materials indispensable for the revival of
activity in the various branches of production, industry and trade;
zhis will call for a tremendous effort requiring the co-operation of
"every category of farm, without distinction, large and small, and
especially on the small farms which constitute the chief nucleus in
‘many countries. It is therefore necessary that they are organized in
such a way as to become efficient organs of production, destined not
only to supply the needs of the family, but also the growing demand
-on the markets. During' the reconstructive phase the small holding
will have to be protected and strengthened to the utmost, since it
undoubtedly represents a great reserve of productive, demographic
and moral force. "The chief aim will have to be that of establishing
greater harmony between the vital needs of the peasant family and
the extent and productivity of the holding it cultivatesy The critical
situation of many small farms originates in this lack of harmony.
The solution of the problem concerning the small holding lies in
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the balance between the means available and the ends to be attained.
Now, while there is an uninterrupted trend towards this objective,.
many countries are still far from having attained the end in view,

In order to determine the correct ratio between the small holding
and the requirements of the farmer owner’s family, it would be:
indispensable to make a careful study of agricultural production as
existing in the territory where the farm is operated, the cost of pro-
duction and returns, living and working conditions of the small
holders and the family budgets. By means of these and other factors.
of the same description a general view may be obtained by means
of which it will be possible to organise the new small holding in the
best possible manner.

The economic and social situation of the small holders among
whom are included a large number of small landowners, has not.
failed to attract the attention of the Mixed Advisory Agricultural
Commission, acting as a liaison for ccllaboration between the Inter-
national Institute of Agriculture and the International Labour Bureau.
In its meeting of December 12, '38, this Commission, outlined a
study project concerning the situation of the small farmers, with
special reference to the non-independent farmers, whose holding does.
not suffice to satisfy the family requirements and whose livelihood
is consequently dependent on earnings outside the limits of the farm.
It was recognized that the small holders’ situation could be bettered
by means of measures of a general nature and by others of a special
character; the latter include, in the first place, an increase in the farm
income or in the income obtained outside the farm in the case of
non-independent farms. The increase in the farm income was con-
templated as follows:

a) increase in the area of the farm, by means of home settle-
ment, adequate agrarian reform, ete,

b) crop improvement through the organization of technical
assistance to the small holding, vocational instruction.

¢) reduction of the technical and economic inferiority of the-
small holding in comparisen with the large farm, by means
of co-operative organization of sales production, credit, in-
surance, ete, for small farmers, by betier organization and
extension of agricultural credit in those particular forms
which are suited to the needs of the small farm, by special
fiscal system favouring the small farmer, by the vocational
organization of the small farmer.

As regards an increase in the income earned outside the farm,
this could be obtained, again according to the above mentioned com-
mission, by:
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a) the organization of labour within the district with the object.
of obtaining a better distribution of labour among agricultural
and other activities, as well as by the regulation of wages.
and labour conditions;

b) the encouragement of regional rural industries;

¢) the encouragement of work in the home for account of under-
taking;

d) the encouragement of emigration from the regions suffering
from rural over-population;

e) the creation of industrial activities for absorbing surplus.
labour in the country.

f) the encouragement and rational organization of temporary
and seasonal emigration of labour in these areas,

But any programme for the improvement of the situation of small’
holders must be drafted after taking strict count of the evolution
of agrarian policy following on the great economic depression of’
1929-32 and the general trend towards self-sufficienvy. It is justly
observed that at the present time, the Governments no longer confine
themselves to advising and persuading; they determine the duties of
their citizens and compel them to carry them out, each according to
his rank; they do not even hesitate, if necessary, to make attempts
to limit their economic liberty and the exercise of their rights of
ownership.

Ownership is now regulated according to collective interest. It
has ceased to be a private fact. It has been said of ownership that
it is a social function. In the near future it will be necessary to.
intensify agricultural production to a maximum. Serious effort will.
be required of agricultural workers’ calling, in particular, for the
reinforcement of small farms to the highest degree from the technical
and economic points of view, in order to prepare them for the impera--
tive needs of an agricultural revivals



19. RECOMMENDATIONS FOR TENANCY REFORM
IN THE U.S.A. *

The Decline In Farm Ownership

For the past 55 years, the entire period for which we have
statistics on land tenure, there has been a continuous and marked
decrease in the proportion of operating owners and an accompanying
increase in the proportion of tenants. Tenancy has increased from
25 percent of all farmers in 1880 to 42 percent in 1935. Because of
debt the actual equity of operating owners is far less than these
figures indicate. In some of our States, among them a number settled
under the homestead system little more than a generation ago, it is
estimated that the equity of operating farmers in their lands is litile
more than one-fifth; nearly four-fifths is in the hands of landlords
-and mortgage holders.

The Problem In Brief

Half a century ago, one out of every four farmers was a tenant.
Today two out of every five are tenants. They operate land and
“buildings valued at $11,000,000,000.

For the past 10 years the number of new tenants every year has
"been about 40,000. Many change farms every 2 or 3 years, and ap-
_parently one cul of three remains no longer than 1 year,

Thousands of farmers commonly considered owners are as in-
-gecure as tenants, because in some areas the farmers’ equity in their
property is as little as one-fifth,

Fully half the total farm population of the United States has no
-adequate farm security.

The above facts reveal sosnething of the magnitude of the farm
“tenancy problem in the United States. We have to deal with abuses
that have been developing for two centuries, We cannot correct them
-pvernight. But we can begin.

We can and should proceed as rapidly as our resources of man-
‘power, money, and experience will permit. At the same time we
-should recognize that today we do not have the experience or the
trained personnel to make it practical to start the programme on a
scale as big as the problem would apparently warrant. The respon-

* Farm Tenancy: Report of the President’s Committee, February 1937
(pp. 3-20).
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-sibility for action by State and Federal Governments is clear. The
first start should not be ioo ambitious, but expansion later should be
:as rapid as experience demonstrates to be feasible,

Tenants

Although in all areas of the United States there are notable in-
stances of desirable relationships between tenants and landlords,
“tenancy-conditions, in many cases and areas, are unsatisfactory to both
-tenant and landlord, are condemned by both, and are objectionable
from the point of view of social welfare.

Tenants still move with some freedom up the agricultural ladder,
Yet tenancy in many areas presents serious problems of insecurity,
instability of occupancy, and lack of concern with soil conservation.

Rehabilitation Of Tenants

Approximately one and a third million tenant and cropper
‘families and members of other groups of disadvantaged farm workers
urgently require some form of financial assistance other than that
obtainable from either the Farm Credit Administration or private
lending agencies,

From the standpoint of the nature of their needs they fall into
several classes. First, there is the wreckage of the prolonged agri-
cultural depression or of exiraordinary calamities such as droughts
or floods. Approximately 420,000 farm families who were already
near the bare subsistence level have been forced so far below that
level as to require relief grants to avoid destitution. There are also
500,000 or 600,000 families, normally well above the subsistence level,
who have suffered such a paralyzing series of misfortunass—largely
as a result of drought—that they have exhausted their sources of
«capital and credit. They require financial aid in the form of feed
-and seed loans if they are to continue their farm operations. These
‘people under normal circumstances have the capacity to conduct a
farm successfully. They are the vietims of calamity. The two groups
present acute problems both of immediate relief and rehabilitation.

There is another large class of farm families, mostly tenants or
croppers, who are either severely lacking in adequate operating
capital or obtain it at rates that would break the back of any business.
‘Probably the great majority of the 1,831.000 tenant and cropper
families of the South and numerous small farmers in other sections
not included in the groups mentioned above belong to this category.
In general, they are unable to meet the requirements of strictly bank-
ing credit.

13
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In the South a large proportion of farm families must go into-
debt for the means of sustenance, as well as for fertilizers and other:
requirements while making a crop. For these advances they rely
on loans from merchants or landlords, for which they pay a combina--
tion of interest and “time” prices frequently equivalent to 30 percent
or more on the face of the loan. The system has perpetuated itself’
in part because the insistence of lenders on the production of cash.
crops has prevented the farmer from raising his food, and in part
because the experience of the farmer himself and the nature of his
equipment limit him largely to cash-crop production.

To this class of farmers we recommend that the proposed Farm
Security Administration offer a system of rehabilitation loans as--
sociated with technical guidance. This form of assistance has already
been extended to some 300,000 families by the Resettlement Admi--
nistration.

Such loans should be confined to those who cannot qualify for
production-credit loans. They should be made for the purchase of’
machinery and other equipment, livestock, feed, seed, fertilizers, and
other seasonal operating requirements, as well as for refunding exist--
ing short-term indebtedness.

Improvement of Lease Contracts and Landlord-tenant Relationships.

Although the Federal Government can do much to improve con--
ditions of tenant farmers, some of the most fruitful fields of endeavour
under the jurisdiction of State agencies. Much can be done to better
the terms and conditions of leasing. Through regulation and educa--
tion tenant-operators can be given greater security of tenure and
opportunity to develop and 1mprove their farms and part1C1pate in
community activities.

It is recormmended, therefore, that the several States give con-
sideration to legislation which might well include provisions such as.
the following: (a) agricultuizl leases shall be written; (b} all im-
provements made by the tenant and capable of removal shall be re--
movable by him at the termination of the lease; (c¢) the landlord
shall compensate the tenant for specified unexhausted improvements.
which he does not remove at the time of quitting the holding, provided
that for certain types of improvements the prior consent of the land--
lord be obtained; (d) the tenant shall compensate the landlord for any-
deterioration or damage due to factors over which the tenant has con--
trol. and the landlord shall be empowered to prevent continuance of
sertous wastage; (e) agricultural leases shall be terminable by either
party only after due notice given at least 6 months in advance; (f)-
adequate records shall be kept of outlays for which either party will
claim compensation; (g) after the first« year payment shall be made-
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for inconvenience or loss sustained by the other party by reason of
termination of the lease without due cause; (h) the landlord’s lien
shall be limited during emergencies such as a serious crop failure or
sudden fall of prices where rental payments are not based upon a
sliding scale; (i) renting a farm on which the dwelling does not meet
certain minimum housing and sanitary standards shall be a mis-
demeanor, though such requirements should be extremely moderate
and limited to things primarily connected with health and sanitation,
such as sanitary outside toilets, screens, tight roofs, and other reason-
able stipulations; (j) landlord and tenant differences shall be settled
by local boards of arbitration, composed of reasonable representatives
of both landlords and tenants, whose decisions shall be subject to
court review when considerable sums of money or problems of legal
interpretation are involved.

Leasing provisions are. strongly governed by custom and frequent-
ly fail to become adjusted to changing systems of farming and farm
practices. It is, therefore, recommended that State agencies, parti-
cularly the agricultural extension service, cooperating with State and
local representatives of the Farm Securily Administration, inaugurate
vigorous programmes to inform landlords and tenants concerning
methods of improving farm leases; and that State agricultural experi-
ment stations adequately support research work to adapt leases to
various type-of-farming areas. Research is also needed on the
technical application of compensation clauses. For all of these pur-
poses more funds are required; both State and Federal Governments
should make early and liberal appropriations restricted specifically
to work on improving tenant contracts. Little has yet been done in
this field, and in many States little will be done without Federal con-
tributions. It is recommended that Federal grants be made to aid
States in this work.

State agricultural research and extension services could be help-
ful in providing groups of tenants—as well as other farm operators—
with the benefit of intensive technical aid on the payment-for-service
basis successfully pioneered at the University of Illinois. In many
areas such a programme could be set up and paid for by cooperating
groups of tenants but in other areas it might not be within reach of
poorer tenants unless the service is subsidized.

Cooperation with States in Improving Leases

The Committee recommends, therefore, that the Farm Security
Administration be given authority and necessary funds to enable it to
aid State gowernments in drafting proper regulatory measures re-
garding tenant contracts and to stimulate and cooperate in State
research and extension work aimed at improving lease contracts.
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It is obvious that in the extension of the new ownership and re-
habilitation policies recommended above, the Federal Government
has a direct interest not only in encouraging better lease provisions
and improved landlord-tenant relationships, but also in assuring itself
that the basic legislation of the States makes possible the accomplish-
ment of the objectives of its own broad programme. As recommended
above, therefore, adequate funds should be appropriated by the
Federal Government to the land-grant colleges and universities to

enable them to cooperate.

It is recommended also that in selected local areas consideration
be given to trying the experiment of including improvements in leases
among the conditions of benefit payments under the Soil Conservation
and Domestic Allotment Act. Improvement of existing leases is one
important manner of encouraging soil conservation. If the experiment
succeeds, its extension on a broad scale may be worth while,

Need for Education and Health Services

L
Ignorance, no less than poverty and instability, forces many
tenant and other disadvantaged families into an inferior relationship
to the community. Ignorance, as well as insecurity, is often respons-
ible for failure to adopt enlightened methods of farm operation, par-
ticularly of self-help to improve the family's mode of life.

Education can go far toward enabling these poorer farm groups
to apply family labour intelligently in improving home, school, and
community by repairing, cleaning, and decoraling rooms and build-
ings; repairing and making furniture and equipment; planting public
grounds and home dooryards; properly selecting, preparing, and serv-
ing home-produced food. '

It is strongly recommended that the rural educational systems
of various States be more definitely aimed at providing the kind of
training needed by adult members of disadvantaged farm families as
well as children,

It has been noted that large numbers of farm families are
severely handicapped by debilitating diseases, malnutrition, and
general morbidity. Much so-called laziness and shiftlessness trace
back to a low level of vitality and the resulting mental habits and
attitudes, No fundamental attack on the problem of the disadvantaged
classes of farmers would be complete without inclusion of measures
to improve their general level of health. To a large extent this is a
matter of education in improved dietary practices and personal
hygiene, supplemented by more adequate medical service and more
ample provision of clinics and public-health nursing. The grouping
of countries into public-health districts appears to be a promising way
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of improving such services. It is urged that adequate funds be made
available under the Social Security Act to take care of the health
needs of rural communities, especially in areas of excessive tenancy.

Necessity for Action

Sturdy rural institutions beget self-reliance and independence of
judgment. Sickly rural institutions beget dependency and incapacity
to bear the responsibilities of citizenship. Over wide areas the
vitality of American rural life is daily being sapped by systems of
land tenure that waste human and natural resources alike. Security
of tenure is essential to the development of better farm homes and
better rural communities.

Vigorous and sustained action is required for restoring the im-
paired resources on whose conservation continuance of the demo-
cratic process in this country to no small extent depends.

The final emphasis of this report is consequently on the necessity
for action; action to enable increasing numbers of farm families to
enter into sound relationships with the land they till and the com-
munities in which they live,



20. IMPROVING FARM LEASES*
H. C. M. Case and J. B. Cunningham.
Better Farm Leases

"The major objectives of a farm lease are to encourage good land-
lord-tenant relationships and to make possible and t{o promote pro-
fitable farming and better rural living. In order to accomplish these
objectives there must be an equitable division of the expenses and
Teceipts between the two parties, provision for maintaining or in-
creasing the productivity of the farm, a satisfactory basis for living
for the tenant, and a reasonable degree of security for the tenant to
remain on the farm, As the agriculture of the country becomes older
these needs become more apparent. A good farm lease arrangement
must provide for conservation of the soil and the maintenance of the
farm and buildings of the farm as an economic production unit. The
provision for good home life and longer tenure of the tenant on the
same farm have much to do in making him willing to put forth his
best effort, not only with respect to his farming operations, but in car-
ing for the property as well,

Need for Improving Farm Leases

Many changing conditions which give rise to the need for im-
proving farm leases, include the following :

(1) Since the war more farmers are ready to retire and more

- young men are starting farming than under normal condi-
tions,

(2) Many young men who should make good tenants lack suffi-
cient capital to begin farming and need leases adjusted to
their financial condition.

(3) The care of the soil because of the heavy use it received
during the war and the difficulties arising from erosion, re-
quires well-developed plans for soil improvement invelving
the expenditure of more capital.

{4) On many farms buildings are in poor repair and wasteful
of ]a'bou.r, or more equipment is needed when livestock pro-
duction is undertaken to fit into an improved cropping plan.

* Illinois Farm Economics, No. 144, May 1947. The Appendin o this
€xcerpt gives the major peints to be considered in making a fgl:-fn-lease.
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45) An improved level of living reflected in such improvements
as better housing, electricity, running water, and sewage
disposal requires capital investments and lease provisions
to provide for their mainienance and perhaps some sharing
of such costs.

{6) The use of mechanical power and newer types of machines
including combines, corn pickers, pickup hay balers, and
field ensilage cutters raise questions invelving the provisions
of farm leases.

{7) Changing price relationships, especially labour costs and
other cost items in relation to farm income, may require
adjustments in farm leases, especially on farms which have
heavy cash expenses.

Whai is a Fair Lease ?

The fairness of a farm lease on a profit-sharing arrangement de-
‘pends mainly on whether or not the income from the farm is divided
‘in about the same proportion as the expenses and other contributions
-of the landlord and tenant where the farm as a whole are considered.
With continually changing price and production relationships, it is
‘not possible to keep a lease in balance every vear.

It is accepted generally in leasing farms that the owner furnishes
‘the farm and fixed improvements, while the tenant furnishes the
labour and the major part of the equipment. The other items of ex-
Dpense are shared in different ways in different lease agreements. There
is need, therefore, of appraising the contributions of the two parties
to determine whether the sharing of both the expenses and income
provides an equitable arrangement between the parties.

Farm rent paid either in cash or as a share of the produce normally
varies from one area to another in a way which is largely the out-
growth of customs, while custom in turn has been influenced by the
productivity of the land and the tenant’s normal costs of operaiing
‘the farm. As the agriculture of an area becomes older, the changes
in methods of production, the development of serious problems of soil
conservation, changes in types of farming, and changes in techno-
logical developments give rise to questions of adjusting the provisions
of the lease to provide for a more equitable division of expenses and
income between the two parties. Differences in the original product-
ivity of land have been recognized hetween regions. This is indicated
by the differences in the share of produce or the amount each gives
.as rent in different parts of Illinois and other midwestern states. For
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example, there are large areas where land is rented for one-fourth,.
one-third, or one-half of the crop being given as rent to the landlord.

On the other hand, even though the soil of a community may have-
been similar when the land was developed for farm use, differences
in the income from farms within the same community result from
the degree of care that has been given over the years to the land and
improvements on the land. Under such conditions custom is not a
safe guide in developing a lease for a given farm. It may, for example,
cost a tenant as much to operate a farm that will not produce more:
than half as large yields as another farm in the same community.
These differences in the productive value of farms in the same com-
munity become more marked as an agricultural region bhecomes older.
When it becomes necessary to make more provisions for the improve--
ment or conservation of the soil. many questions arise concerning
equitable leases. Also there are frequent questions concerning whe-
ther well-improved farm building do not justify a hlgher rental than
farms with mediocre buildings,

One method of determining whether a particular farm lease is
equitable or not is to estimate the total contributions which both the:
landlord and the tenant expect to make towards the annual cost of
operating the farm in question. If farm records are available from
the farm for several years these estimates may be made with con-
siderable accuracy, Caution must be used in placing valuations for
various items on a comparable basis. For example, if conservative:
valuations are used for labour during the war years, equally con-
servative values should be placed on land and other capital items. If
such records are not available for a given farm, data from records of
similar farms: may serve as a basis for estimating the contribution of
the two parties.

Under all forms of leases the landlord furnishes the farm and.
makes all the fixed improvements. His major contribution is re-
presented by a fair interest return on a conservative valuation of the
property; hence, judgment must be exercised in estimating both the:
value of the property and the rate of interest to be expected on that
valuation. Likewise, the operatoer of the farm furnishes his own
labour and management and the labour of members of his family on
which a valuation should be placed. Such items may be difficult to
estimate although there are many items of farm operating expenses
that can be quite accurately estimated for a given farm. Such estimates.
also serve to set forth the importance of unusual provisions which
may be written into farm leases.
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There are two ways of securing an equitable farm lease. The
first assumes a fixed division of income between landlord and tenant
and then proceeds to adjust the division of expenses and other con-:
tributions in order that they may be in the same proportion as the
division of income. The second involves a listing of a fair evaluation
of the contribution of each party and then suggests that income be
divided on the basis of the relative contribution of each. Either
approach to the problem is based on the same assumption; that is,
that the landlord and the tenant should share the income of the farm

in the same proportion as they contribute to the expense of its opera-
tion.

APPENDIX

Check list of Points to be Considered in making a Farm Lease *

Below is a check list of items that landlords and tenants may
need to consider when drawing up a farm lease. Of course, no single
lease would contain all of these things. But the list might be used
udvantageously by the landlord and tenani: Together, they might
review and discuss those considered suitable for the particular con-
tract. Then, as the lease is put in writing, the list could serve as a

guide in assuring both parties that pertinent and important items are
not being overlooked or omitted,

I Minimum Essentials

1. Time specifications and designation of parties;

Date of making lease,

Date lease becomes effective.

Date tenant’s occupancy ends.
Name and address of landlord.
Name and address of tenant.

ppnow

2. Description of property leased:

Name of farm,

Farrn boundaries or legal description.
State, county, community.
Number of acres in farm.
Reservations of any part for landlord,

3. Signatures and acknowledgmeni:

P oo

Signature of landlord.

Signature of tenant,

Signature of wife, if required.

Signatures of witnesses, if required,
Acknowledgment or recording if required,

panEy

* Farmers' Bulletin No. 1969. U. S, Depariment of Agriculture.
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II. Stable and Secure Tenure

Lease period:

a. One year.
b. Term of years.
¢. Year to year.

Provisions for cancellations:

a. When operative.
b. Conditions under which operative.
c. Length of notice required,

Provisions for termination:

a. Compensation for disturbance.
b. Terminates at end of period without notice,
¢. Date notice of termination is due.

Provisions for renewal:

a. Continues autormatically from year to year.
b. Other type of renewal mutually agreeable.

Procedure in case:

Of death of either party.

Either party becomes bankrupt.
Tenant becomes incapacitated,
Mortgagee takes possession,

HI. Eguitable Rental Rates

Basis for rental rates:

AnRow

a. Farm productivity.
b. Relative contribution of the two pariies,
¢. Participation in agricultural programmes,

Kind and amount or rent to be paid:

Cash.

Standing.

Share.

Expenses to be deducted belfore division of produce.

Products for family use.

Feeding work stock {rom undivided grain and hay.

Privilege of buying at farm prices the landlord's share of feed crops
for on-farm use. .

nooas o

Specifications on payment of rent:

a. Time when payment is due.

b, Place where payment is due.

¢. Method of dividing share rent,

d. Work to be performed instead of payment or rent,

Schedule for sliding-scale rentals based on:

a. Fluctuations in prices of one product.
b. Fluctuations in prices of several products,
¢, Variations in production conditions.

Rent rebate for production losses beyond tenant's control:
Hail,

Freezes.

Flood.

Drought,

Fire,

Disease’ damage.

Insect damage.

mrep Qs o
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IV. Ceonservation and Improvement of the Farm

Development and maintenance of improvements:

Supplying materials.

Supplying fruit trees and shrubs.
Furnishing skilled labour.
Furnishing unskilled labour,
Insurance on buildings.

oo

Compensation for improvements:

a. Major improvements,
b. Minor improvements.
¢. Soil and land improvement,
d. For superior farming.

Authorization to remove improvements made by tenants:

a. Buildings.
b. Fences.
c. Fixtures.

Items requiring special {reatment:

a. Provisions regarding use and szle of:

{1) Timber,
(2} Sand.

(3 Gravel.
(4) Fish.

(5) Game.
(6) Minerals.

b. Specifications on care and maintenance of:

(1) Drains and ditches,

(2} Reservoirs and ponds,
(3) Terraces and check dams,
(4) Bridges.

(5) Roads.

(6) Buildings.

{7) Fences.

(8) Gates.

(9) Windmills.

{10y Motors.

(11} Pumps.

(12) Orchards and Vineyards.
{13) Farm wood lot.

¢. Time and frequency of moving or grubhing:

(1) Fields.

{(2) Pastures.

(3) Roads.

(4) Fence rows,

(3 Around buildings.

d. Waste;
Compensation for dilapidations.

V. Efficient Production

Rules of good husbandry regarding:

(a) General farming operations,

{b) Supervision by the landiord.

(c) Time of pasturing livestock.

(dy Control of disease among livestock.
() Ringing of hogs.

({) Spraying crops.
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2. Spc:ciﬁcations regarding crops and livestock:

(a) Map of farm.

(b} Acreage of crops to be grown.

(c) Location of these crops on the farm.
(d} Rotation to be followed,

(e} Winter cover crops. .

(f} Kind and quantity of seed.

(2) Number of each class of livestock.
(h) Breed of livestock.

{iy Insurance on crops and livestock.

3. Participation in Government programmes:

(a) Crop adjustment,

(b) Seil conservation.

{¢) Modification in farming system.
{d} Home wood lot,

(e) Wildlife preservation,

4, Specifications regarding use of crops:

{a) Sale,

(b)Y Feed on farm,

(¢} Handling of straw, fodder, manure,
{d) Pasturing small grain,

5. Actions agreed upon in case of neglect:

(a) Hiring persons.
(b) Hiring machines or custom work.
() Buying materials.

VI. Responsibilities of the Contracting Parties

1. Helating to performance:

(a) Warranty that landlord has right to lease farm.
{b) Procedure in event farm is sold.

{c) Right of landlord to inspect, improve, and repair.
{dy Agreement regarding subletting of farm.

(e) Continuous occupancy throughout the lease period.
(f) Agreement regarding off-farm work.

(g) Yielding possession at end of lease period.

(h) Working for landlord.

(i) Assignment of rights covered in lease,

2. Relating to joint property:

{(a) Appraisals at beginning of lease.

(b} Purchases and sales with and without consultation.
() Keeping farm records.

{d) Furnishing vouchers and receipts.

(e} Handling joint or undivided funds.

3. Relating to settlement at termination of lease:

(a) Apbraisal of joint property.
(b) Method of dividing joint property.
{¢) Acreages plowed, seeded, or planted to crops:

{1) At beginning of lease.
(2) Compensation for excess at end of lease,
(3) Payment for deficlency at end of lease.

(d) Payment of outstanding debts of joint responsibility.
VIL. Operating Capital and Expenses
1. Respective contributions to operating capital:

(a) Machinery and equipment.
{b) Special tools and machines.
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(¢) Work stock and power.
{(d) Productive livesiock.

Respective contributions to labour and operating expenses:

(a) Regular labour,

{b) Speciat labour.

{¢) Machine hire or custom work,

(d) Packing and processing charges.

{e) Feed costs, veterinary charges breeding fees, and other livestock
expenses,

(f) Seeds,

(g) Ferijlizer and line.

{h) Spray and dusting materials.

(i) Fuel and oil for tractors, trucks, and pPower eguipment,

(i)} Electricity for farm use.

Credit for operating expenses:

(a) Furnished by landlord,
(b) Furnished by tenant.
(¢} Furnished by bank, PCA, FSA, or others.

Special facilities to increase production;

(a) Additional and temporary fencing.
(b) Additional and temporary buildings,
(c) Special types of seed.

{d) Development of new pastures.

(e) Development of water supply.

VIOI. General Provisions

Seltling differences:

(a) Arbitration.
(b) Court action.

Declarations pertaining to partnership status:
{(a) Disavowals.

(b) Admissions.
(c) Qualifications,
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21. RURAL REHABILITATION PROGRAMME *

__ (The Direct Method of helping Low Income Farm Families to improve
living standards and attain a greater degree of Security).

General Scope and Method of Rural Rehabilitation

The rural rehabilitation programme administered by the Farm
Security Administration has been of service to more than a million
farm families during the last 4 years. While grants of direct relief
and emergency loans have been made to thousands of needy families
by this agency, the main part of the programme has been concerned
with assisting what are called “standard cases.” County rehabilitation
supervisors, some trained in farm management and some with home-
management training, with the help of county committees, assist
-applicants for “standard leans” in analyzing their needs and in work-
ing out a programme for their rehabilitation. The families, with the
-assistance of the supervisors, prepare farm and home plans for the
"year’s operations. These plans provide for careful budgeting of expen-
«ditures and estimating probable income. A standard loan is made to
finance necessary purchases of livestock, machinery, seed, fertilizer,
household equipment, and ather items needed to assure the soundness
‘0f the plan and the following of good farm and home management
practices. These loans, which average about $350, usually are repay-
.able within a period of 5 years.

According to W, W, Alexander, who until recently was Adminis-
trator of the Farm Security Administration:—

“The annual net cost of the rehabilitation loan programme—
including all losses and expenses of administration—amounts to less
than $75 for each family aided. This is without doubt the lowest
<ost to the taxpayer of any kind of help for needy families. Moreover,
‘rehabilitation differs fundamentally from all other types of aid,
because its whole purpose is to help needy families escape the relief
rolls and become self-supporting. It has proved eminently successful
‘in achieving this goal. Although the normal period of rehabilitation
is b years, and the programme has been in operation for only 4, more
‘than 87,000 families—the number has increased since this statement
‘was made—already have paid off their loans in full and “graduated”
‘into a self-supporting status. The remaining families have made sur-
‘prising gains in their net worth, standards of living, and capacity for
'self-support.”

*“FARMERS IN A CHANGING WORLD” (U.SD.A., Year Book of Agriculture,
1940): (i) ‘New Condisens New Opportunities” by Raymond C, Smith and (ii}
“Overcrowded Farms’' by W. W. Alexander.

16
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The rehabilitation programme is an effective instrument inm:
improving the welfare of low-income farm families and has made a:
great deal of progress in starting such families once more on the
way to self-dependency and higher living standards. Many thousands
of low-income farm families have not been served, however, because-
sufficient funds were not available.

Purchase of Submarginal Land by the Government

Purchase of submarginal land by the Government and assistance-
to the families living on it in finding new locations have been a worth-
while form of aid to a few thousand farm families. Some of these
families were assisted by rehabilitation supervisors in renting farms
in new locations and received standard rehabilitation loans and farm:
and home-management guidance in making a new start. Others were-
settled on resettlement projects administered by the Farm Security
Administration, where they either rented farms or purchased them
under a plan providing for payments over a 40-year period. On these
projects, families from submarginal farms were included along with
a number of rehabilitation-client families and farm labourer families:
who had not had an opportunity to rise above the farm-labourer class..

The develrument of reseitiement projects involved the purchase:
of good land, which was usually subdivided into family-size farms,
and the repair of existing buildings and construction of new buildings-
suitable to the units.

In a few cases the land, instead of being subdivided into family--
size farms, was developed into large co-operative farms., These large-
farms were leased or sold to co-operatives formed by low-income-
families, in accordance with existing State co-operative laws, In these
cases the co-operative associations rather than the individual farmers-
operate the farms. The members of the co-operative divide the profits.
from the farm operations, usually in accordance with the number of’
hours of work contributed by each number.

Since most of the resettlement projects, both those with individual
farming units and those with co-operative farming units, have enabled
a larger number of families to make a living on the land than were
being supported by the same land before its purchase for the projects,
these projects have great significance. They have developed a pattern
that could be followed more generally if the Nation should decide to
make a serious effort to relieve this pressure of population on the land
and to provide opportunities for a larger number of needy farm
families to make a better living. Even though urban industry should’
be able to absorb a considerable amount of surplus farm population:
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-—an eventuality that does not appear to be likely in the immediate
future—there would be a place for a great deal of activity of this
kind.

In some sections of the ecountry stranded rural industrial workers
—for instance, coal miners and timber workers—have been trying to
wrest a living from worn-cui or unsuitable soil since their former
sources of income disappeared,

The development of rural industries should be helpful in many
such areas in furnishing part-time employment to stranded families.

The Problem of Subsisience or Non-Commercial Farm Families

The problems of _thousands of subsistence, or non-commercial,
farm families are not hkely to be solved through methods designed
to improve the welfare of the commercial farmers., The development
of new types of farming and of new farm and home-management
techniques particularly applicable to their problems may be neces-
sary. Entirely new patterns of living may have to be developed in
order {o assure many subsistence farmers an opportunity to be self-
supporting.

It also appears that a rural public-works programme is needed
to supplement the income of the thousands of low-income farmers
who either have access to no land at all or are unable to get enough
good land to make all of their living from farming. Because of the
crying need for conservation of the seil over widespread areas, a
rural publie-works programme designed to provide part-time employ-
ment to low-income farmers in saving and improving soil and forest
resources would appear to be especially desirable. Such programme
would contribute not only to the conservation of the soil and to the
public benefits usually derived from soil conservation but also to the
immediate needs of the farmers who would be given employment,
This would be a method of combining conservation of human resources
with conservation of natural resources in a very practical way.

Many tenants and even some farm owners have drooped back
1o become labourers, and labourers have had increased difficulties
in taking the next step up the agricultural ladder. The use of mecha-
nized equipment has made for combination of farms into larger units
and has increased the number of labourers in proportion to the number
of tenants and owners in highly mechanized areas. In some sections
mechanization has reached the point where unemployment among the
farm-labourer class has become pronounced. Migration of such labour-
ers seeking work opportunities has created a migratory-labour class
in some areas.
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Efforts to improve the situation are needed in two directions:
(1) To provide greater opportunities for farm labourers to become
tenants and later farm owners, thus preventing the develop-
ment of a permanent and static farm-labourer class, and (2) improve
the welfare of farm labourers while they are labourers.

The labour camp programme of the Farm Security Administration
has been of help to migratory labourers, at least to the extent of
giving them a chance to live decently while moving about from place
to place. The few permanent homes that this agency has provided
in connection with the labour camps, along with mobile camp faci-
lities, probably have been of much greater benefit. Efforts to assist
migratory labourers to settle down, or at least to have a permanent
home to which they can return between migrations, should be an
effective means of improving their welfare. Under such conditions,
the children could have much better schooling opportunities, and if
a small amount of land were provided in connection with the perma-
nent home, the standard of living could be raised through the produc-
tion of food for home use. A well-co-ordinated information service
conducted by employment-service offices and accurately reflecting
employment opportunities should also be helpful.

Housing, Educational, and Health Needs

One of the real needs in rural areas, particularly for labourers
and sharecroppers, and to quite an extent for tenants as well, is the
construction of well-built low-cost houses. Hundreds of thousands of
low-income farm families are literally living under slum conditions.
This is not only socially undesirable but is a very real menace to
health. A large-scale programme of rural housing would be desirable
not only from the standpoint of improving housing itself but also
from that of providing employment opportunities in the construction
programme.

Action is needed in the fields of education and health for the
benefit of disadvantaged farm families.

There is also a place for the development of more adult-education
facilities among disadvantaged farm families. The Farm Security
Administration has made a contiribution in this field with its farm—
and home management guidance. The National Youth Administration
has done likewise in providing educational opportunities for rural
youth. There appears, however, to be a need for much more activity
along the line of increasing educational opportunity for adults and
youth as well as for the younger children of low-income farm families.

Health problems, including sanitation, adequate medical and
dental care, and hospitalization, are in need of & great deal more
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attention in many rural areas. The approach made jointly by county -
and State medical associations, together with the Farm Security
Administration, in providing adequate medical care for low-income
families on a county basis, has already accomplished a great deal
in approximately 500 counties. More than 100,000 low-income farm
families are receiving medical care under this plan. There is need
for much more activity of this kind and for other efforts in improving
sanitation, dental care, and hospitalization. If adequate health and
educational facilities are to be provided for these families, national
as well as local resources probably must form the base for them,

Adjustment to Technological Change

There appears to be a great need for action in assisting farm
families to make adjustments to technological changes on farms, In
the commercial farming sections, where mechanization has assumed
considerable proportions, family-size farms more and more are being
combined into larger units. Farm-management specialists on occa-
sion quote figures to show that such changes in size of farm make
for greater efficiency in agricultural production, When these figures
are analyzed, however, they often show that the greater efficiency
attained is measured in terms of labour income to the farm operator,-
the entrepreneur, without regard to the effect on the farm labourers
and the families crowded off the land to make possible the use of
mechanized equipment. A broader base than the income of the
entrepreneur should be used in measuring efficiency in farming.
The income of farm labourers should be considered, as should the
incomes of any displaced farmers, many of whom under present
conditions probably have had to go on relief. In the long run, the
welfare of all farm families as well as efficiency in production will
have to he considered in atiempting to measure efficiency in
agriculture.

If we had no concern whatever for the welfare of farm people
we might be able to consider efficiency in agriculture simply in terms
of production of food and fiber for the Nation and in terms of income
or standard of living for only a part of the families in agriculture.
However, if we are interested in the welfare of all the families that
have had and would like to continue to have the opportunity to
make a living on the land, we cannot accept this type of efficiency
with complacency.

It does, however, show the need for assisting displaced farmers
in making adjustments to technological change and the need to
influence the rate of introduction of technclogical change in such a
way as to prevent its impact from causing serious losses in human
values.
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In the long run the widespread combination of farms into larger
and larger units would no doubt make for a static, stratified farm
population with a permanent labourer class in agriculture. If the
farm land of the Nation were all to be owned by a relatively small
land-owning class there would be an opportunity for comparatively
few farm labourers to become landowners, There are those who
argue that this would be desirable, as under such a system we could
get the maximum advantage from modern technologies, have the
most capable people managing the land and directing the less capable
{(who would be labourers), and have the maximum efficiency in agri-
cultural production.

The Rational Limits to the Expansion in the Size of the Farms

It would seem, however, that there is a point beyond which the
trend toward larger farms is undesirable, Safeguards to protect
the security of families on family size farms who desire to continue
1o operate such farms are essential. Farms should, of course, be
large enough to be sound economic units—and at present some fami-
lies are handicapped by units that are toe small; but when the popu-
lation pressure upon the land is considered, it seems that farms should
also be small enough to be sound social units. Many very large
farms appear upon the market every year, offered for sale either by
owners or by the estates of deceased owners. Without in any way
disturbing the owners of large farms who desire to keep them, it
should be possible to develop procedures whereby some of the larger
farms annuelly put up for sale could be made available to farmers
displaced by technological change. By subdividing into family-size
farms the la.zZer farms capable of being developed in such a way
that tv> same land could support more families than before, the
maximum number of displaced farmers who want to make a living
on small family-size farms could be given an opportunity to do so.

How Rural Families are Helped by the F.S. A.

The basic feature of the rehabilitation programme today is the
guidance the family receives. Although the extent of this guidance
has increased markedly since earlier days, it is still far short of
what it should be. owing to the large number of families each super-
visor is expecied to look out for.

The administration has proceeded on the theory that, aside from
humanitarian metives, it is good business for a lending and rehabili-
tation agency to do what it can to improve the health of its borrow-
ers. Accumnulated evidence shows that in a large percentage of
failures, poor health is one of the primary causes.
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The F.S.A, rehabilitation-loan programme, which at the present
time is one of the strongest arms of the Government in the so-called
Tural relief field, is not actually relief, any more than are loans to
‘home builders, banks, or railroads.

In the spring a farmer who needs fertilizer, seed, a plow or
-other equipment to carry on his work and who is not able to obtain
the money to purchase these necessities from any other spurce calls at
‘a county office of the Farm Security Administration and asks for help.
If the farmer owns or can rent enocugh land to support his family and
repay the loan under normal conditions, the county supervisor sits
‘down with him and draws up a plan for working the farm under
which it can be done. Included in the plan are provisions for raising
the family’s food supply and feed for its livestock, and for the deve-
lopment of two or more cash-crop enterprises. The plan also con-
tains all the soil conservalion measures necessary for rebuilding .or
retaining the fertility of the soil.

While the supervisor is helping the farmer plan his work, a home
-economist gives the farmer’s wife similar help. A household budget
is drawn up and a year round balanced diet planned for the whole
family. Emphasis is placed on the canning of the surplus garden
‘products and the working out of time saving and money saving mea-
sures in the everyday household job of feeding, clothing, and shelter-
ing the family,

The completed farm and home plan clearly indicates what equip-
ment is needed to carry on the work, These items may range from
:a mule, a milk cow, and 100 baby chickens o a pressure cooker and
.a dozen glass jars. Whatever they are, if the estimated income of
the family appears large enough to pay for them, the money for
their purchase is loaned to the farmer. These loans carry a 5-per-
-cent interest rate and are made out usually for a term of 5 years.

After the loan is made and the year’s work started on the farm,
the supervisor and the home economist continue to work with the
family. They help with the farm problems that arise—such diffi-
culties as fighting tobacco blight and doctoring sick chickens—and
they bring the latest information on the work of the state experiment
stations to the families.

Throughout the year the rehabilitation clients are encouraged
to keep record books of all expenses and income, putting down each
week the money they spend and earn. In the fall, when the crops
are harvested, they find themselves, under normal conditions, with
enough food to last through the winter and considerable gain in
farming,
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When the next spring rolls around the same sort of planning’
is repeated. After several years of continual progress, during which:
the farmer gains experience and pays off his loan, the family often.
is able to finance itself and proceed on its own.

County supervisors now have an average of nearly 150 families.
each. For proper supervision, the number of families should not
exceed 75.

The grant programme plays a smaller part than it once did.
Drought years developed the heaviest demand for grants, and with:
the slackening of need in this direction fewer grants have been given.
Many are still being made, however, in the areas of greatest need,.
and in emergency cases they are still used to supply food, clothing,.
or medical care to rehabilitation families.

Several other activities supplement the rehabilitation work. One-
of these, debt adjustment, was started as early as 1933. The other
two programmes of medical care and participation in co-operatives
are of more recent development. In these auxiliary programmes the
Farm Security Administration attempts to remedy some of the basic
troubles that plague low-income farm families.

If the farm family's debts are a hang-over from other days and
are too big to be repaid the F.S.A, helps to get them reduced to a
size where they can be handled. If the family is unable to obtain
adequate medical care, the Administration aids in the formation of”
a county health association through which the family can obtain the
services of a physician at a price it can afford to pay. Also when
the families need breeding stock, expensive machinery, or other:
equipment that they cannot afford individually, the Administration
assists them to co-operate with neighbours in the joint purchase and
use of such facilities,

A Typical Story of the Rehabilitation of a One-time Relief Family

A typical story of the rehabilitation of a one-time relief family
into an independent, self-supporting family unit can be told by Lee-
Barnes, of Jackson County, Okla.

Back in 1936, Barnes, who supports a wife and two children, had
very little to farm with, and what he had was threatened with fore-
closure. He applied to the county rehabilitation supervisor for help.

Together, Barnes and the supervisor worked out a farm plan
that called for him to raise all his livestock feed, most of his family's.
food, and several cash crops. Mrs. Barnes worked out a home--

management plan with the help of the F.S.A. home management.
supervisor.
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One of Barnes' troubles had been one-crop cotton farming. The:
F.S.A. loan enabled him to diversify by developing a milk herd for
supplemental income. Now he milks five cows, which provide a
weekly cream check averaging between $3.50 and $4. This takes
care of the few groceries he has to buy. He raises his own livestock.
feed and most of the family's food.

From a li-acre garden Mrs. Barnes keeps the family supplied
with vegetables and fruit throughout the year. One year she canned
600 quarts, enough to carry her through the next year when grasshop--
pers got their garden.

By last year, Barnes was well enough fixed so that he said he
would not sell out for $1,000, He was looking forward to 1940}, when
he hoped to be able to pay off his final instalment on the loan and.
be debt-free.



22. TOWARD FARM SECURITY*
1. F.S.A IN THE USDA.

The Department of Agriculture defines the Farm Security
Administration as the ageney which “aids low-income farm families
to re-establish themselves on productive land and to become self-
supporting through a threefold programme of rural rehabilitation,
farm purchase by tenants and rural homestead.”

This aid is given in order to help alleviate immediately (and
eliminate ultimately), rural poverty and insecurity on the farm.
The Farm Security Administration has. therefore, two kinds of
.objectives: Immediate objectives and ultimate objectives.

A. lmmediate Objectives of the Farm Security Administration

1. To relieve the suffering and misery among rural people by
making it possible for thein to become self-supporting.

2. To improve the level of living among the low-income farmers
:and farm workers through an improvement in their health, housing,
sanitation, and diet;

3. To increase real income by better methods of farm and home
planning;

4. To stem the dangerous tide of migratory workers by prowdmg
greater security to workers on the land,

5. To reduce the load of indebtedness;

6. To reduce the cost of rural relief by makmg farm faxmhes
self-supporting.

B. Ultimate Objectives of the Farm Security Administration

1. To re-establish people now farming poor land on land which,
with proper management, can guarantee the family a decent living
both in goods and in the required cash;

2. To improve the techniques and planning on the family-type
farm so that it may become a source of strength to the Nation as a
whole;

3. To weave into the general fabric of community living all the
families which at present are gradually forced out of the general
-community life by their low incomes;
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3, To work toward a more equitable adjustment of the population
on the land, involving relocation of families from over-populated
-areas; the subdivision of large holdings capable of supporting a
large number of families on a satisfactory level of living; and the
development of certain underpopulated agricultural areas;

5. To work toward a control of land prices which would be con-
sistent with its use value rather than with its speculative value, and
thereby safeguard the family living against unjustified capitalization
:of earnings through inereased land prices;

6. To reduce the number of farm tenants in the United States;

7. To improve the status of farm tenants by a widespread adop-
tion of long-term written leases which will safeguard the interest of
both farmers and renters and provide incentives for protecting and
improwing the land;

8. To develop and increase co-operative leasing and purchasing
:associations to meet the needs of low-income groups;

9. To regain the balance and wvalues of rural living which the

pursuit of agriculture has always had since the beginning of civilized
life.

Success of Immediate FSA Objectives

Though it is t20 early to measure the success of the Farm Security
Administration in terms of its ultimate objectives, we can gauge the
speed with which we are moving toward that goal by the successes
in immediate objectives,

Since its inception, the Farm Security Administration has helped
more than a million families. These included standard borrowers and
non-standard borrowers, families on resettlement projects. families
participating in tenant purchase, grant recipients, and migratory
workers. The number cf people who have paid up their loans and the
increase in their net worth is a fair index of the improved conditions
of these families. The average increase in net worth from before
acceptance on our programme to December 31, 1940, was $180 per
borrower, a 21 per cent average increase. The net annual incoms
per family almost doubled. The number who had paid up their
loans as of April 30, 1941, was 114,842, even though most of these
loans were not yei due. Thesa figures are symbolical of the improved
standard of living for Farm Security families, In sanitation, in health,
in diet, in better clothing, in school atiendance, and in community
participation, the improvement was considerably greater than repre-
sented by the increase in net worth or by the percentage of repay-
ment of loans.
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As for stemming the tide of migratory workers, though it is diffi-
cult to give specific figures on “what might have happened if,” there
can be no doubt that great numbers of the families helped by Farm
Security during this period would have been driven off the land by
want and that many of them would have joined the stream of root-
less rural migratory labour, had they not been assisted by the Farm:

Security Administration.
The FSA Credo

If we examine the Farm Security Administration objectives, both
immediate and ultimate, we discern facts which may serve as guides
in the execution of Farm Security Administration duties.

The first and most obvious observation is the fact that the Farm
Security Administration is intended for low-income farm families,
Whatever is done is done for them, If it fails to help these families
Farm Security fails. The Fram Security programme is not for any
of its employees —the Administrator in Washington or the employees
in the county offices.. This fact unfortunately, although so obvious,
can be easily lost sight of, with disastrous results,

The second fact discernible is that the Farm Security Adminis-
tration is for the lowest income level, for the pecple who have no
credit left and whose need is greatest. This, too, although obvious
is also a fact often lost sight of. The tendency is to help those among
the low-income farm families who are in the best position to help
themselves, because success can be easily attained. The Farm Secur-
ity Administration is not for easy success; therefore, preference and
attention must be focussed on those in greatest need even though their
rehabilitation may take longer and prove more difficult to attain.

From these objectives it should also be clear that the Farm
Security Administration is not intended for the helpless and hopeless.
Where the family has neither the ability nor the land to make rehabi-
litation possible, that family is not eligible for standard rehabilitation
assistance, Much more important than the skill and the wherewithal
for success, the family must have the hope and conviction that with
proper financial aid and guidance in technique it can succeed in
becoming self-sustaining. In many instances the hope and conviction
may be lacking but with proper assistance and correct approach,
these families can be stabilized and strengthened.

From the objectives, too, it must be clear that nothing should
be done by the Farm Security Administration to segregate its fami-
lies from the general fabric of the community. Complete self-suffi-
ciency on the farm, with home production of all its needs and wants,
were such a thing possible, would still be undesirable from the point.
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of view of our objectives. For the family to take part fully in the
community, it must have at least a minimum of cash income to take
part in those advantages enjoyed by the rest of the community.

Of all the Farm Security Administration objectives the mpst
important is the desire, ultimately, to open the gates of opportunity
to all its families on an equal basis with the rest of the rural

community.

The Farm Security Administration programme cannot be placed
on schedule. Its uliimate success depends less on forces beyond
the administration’s control than it does on the effectiveness of its
activities. No one is so rash as to set a date when farm security will
be fully realized for all the low-income people on the land. Those
forces over which we have no control, we cannot harness. But it is
up to us to carry out our duties within our sphere and in accord
with our objectives as well as we are able. It is our responsibility
to see that no family in our programme is neglected because of a
lack of understanding on our part, or because of a shirking of our
duties. The Farm Security Administration objectives might be
reduced to a simple credo:

We believe and know there is poverty on the land.

We believe and know that most of the poor on the land are
poor through no fault of their own or any lack in them.

We believe that if the causes of rural poverty are abolished,
rural poverty will disappear.

We believe that it is the Government’s duty to help handicapped
farm families.

We believe the Farm Security Administration programme to be
a sound approach te the problem of rural poverty.

We believe that sound farm and home management can do as
much (and more) for the poor families as loans and grants.

We believe that the poorer the families, the greater our obligation
-to them.

We believe the Farm Security Administration was created for
the poorest farmers and farm workers, and not for those whose credit
is good and who can rehabilitate themselves without government aid.

We believe rehabilitation can be attained only after the families
are taught better farm and home practices.

We believe our programme to be so sound that the people who
understand it will accept it.
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We believe that the success of the Farm Security programme
depcnds on the intelligence and eagerness to serve on the part of all
Farm Security Administration employees, and particularly on the
part of the county staffs.

We believe that our faith in the low-income farmers is fully
justified by the progress we have made so far.

We believe that the Farm Security Administration programme:
will succeed.

II Organisation of the FSA

The Farm Security Administration operates chiefly through the
following types of officrs:

(1) The Washington Office.
{2} The Regional Office.
(3) The State Office.

(4) The District Office.

(5 The County Office.

As far as the County Supervisors are concerned, they are directly
related, through the district and State officers, to the regional office,
the Finance and Investigation Divisions, and Offices of the Chief
Engineer and Medical Care Staff who reach them out of Washington
in a manner and for a reason explained below. Farm Security
Administration projects are directly related to the regional office,
rarely having any direct dealings with either district or State offices.
The Washington office consists of an Administrator (responsible to-
the Secretary of Agriculture) and his assistants (responsible to the
Administrator). The Administrator is supported by 12 heads of
divisions who act as consultants, but have no direct authority in the.
field (excepting that the Finance and Investigation Divisions and the-
Offices of the Chief Engineer and Medical Care Staff directly super-
vise their own staffs in the field). In theory at least, the directors
of these various divisions in Washington are not in administrative
positions but act as ccnsultants to the Administrator. The Regional
Director is directly responsible to the Administrator in Washington
and not to any of the Washington division directors.

This is all in theory, In actual practice, of course, the division
directors in Washington consult with the regional staffs and make
various recommendations in the field. But they have no authority to
impose any of their recommendations other than through the Admin~
istrator to the Regional Directors. The division in the Washington
office may be simple division having a uniform function and operating:
" with a very small staff, such as the Labour Division or the Procedure:
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Division; or it may be a complex organization working through a
number of sections and a large staff, suchr as the Rural Rehabilitation
Division, the Resettlement Diviston, or the Business Management
Division. '

Whereas the Washington office is primarily a programme-planning
policy-making and procedure-devising body, the regional office
is a functional body carrying cut agreed-upon programmes. For
that reason there is a corresponding difference in staff organiza-
tion. The Investigation Division and the Chief Engineer and
Chief Medical Officer, as already mentioned, do not come under the
jurisdiction of the Regicnal Director. In the regional office is found
the regional custodian with no corresponding office in Washington.
The State, district, and county offices are devoted mainly to rural
rehabilitation and tenant purchase activities, supported by extra-
governmenial committees consisting of the Farm Debt Adjustment
Committee and the Farm Security Advisory Committee in the State;
and in each county, the County Farm Security Advisory Council and
the County Farm Debi Adjustment Committee, the County Tenant
Purchase Committee and the County Rural Rehabilitation Committee,

ITT The FSA Program

A question to which there is no answer is not really a question
and a good intention that cannot be realized is not really a good in-
tention, To be good, an intention must be realistic within a given
framework of circumstances: and, of course, it must have behind it
the will to translate objectives into a programme of action.

The objectives of the Farm Security Administration, to have
validity, must be translated into a programme or a series of action
programmes. Rural poverty cannot be alleviated and eliminated by
magic or wishful thinking. First, the problem must be correctly
understood, and then it is necessary to find the right corrective re-
medies.

Arthur P. Chew, Assistant to the Director, Office of Information,
United States Department of Agriculture, in his Book, the “Response
of Government to agriculture”, describes the central difficulty in
agriculture today in the following words : —

“Taken one by one, the economic problems of agriculture yield
to analysis more or less readily, though the solution remains difficult.
There is no particular mystery, for example, about the origin of sur-
pluses, about the disparities that develop between farm and nonfarm
prices, about the increase of tenancy, or about the conditions that
promote accelerated erosion.
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But taken together these problems make a total that is greater
than the sum of the parts and merges with the central problem of
the modern economy, which is the existence, side by side, of want
and potential plenty. No one seems to know the answer. Monetary
theorists, Neo-Malthusians, social reformers, and revolutionists, offer
‘conflicting interpretations, which the older schools at least agree in
Tejecting. '

Agriculture, though it is a principal source of food and clothing,
feels the paradox cruelly. Those who work at it and produce abund-
.ance, find themselves going without, particularly when they have
been exceptionally successful in getting nature to give up her trea-
sure, Amercian farmers grow enough for the country and something
for export even in drought years; in years of normal weather they
produce surpluses. The result is not plenty on the farms, in contrast
to an insufficiency elsewhere. On the contrary, the farmers go short,
.and other people satisfy their wants at a very low cost.”

The Farm Security Administration aims to resolve this paradox
for the families with whom it deals. By progressive stages the Farm
‘Security Administration has learned some of the conditions which
must be satisfied if the farm family is to be rehabilitated.

The needs of the families served are divided into categories of
health, sanitation, food, housing, land resources, tools and equip-
ment, financing, debt adjustment, better tenure, educational advant-
ages, and so on. A programme has been worked out to cope with each
need, within the limitations of this agency. The various aspeects of
this programme are realistically integrated. No plan is prepared
purely on the basis of what is theoretically desirable; what is theoretic-
ally desirable is first adjusted to what is practically possible within
any given area or within the limitation of funds, technical aid, and

local cooperation.
Farm Security and Health

A sick man cannot be successfully rehabilitated. His (or his
family’s) illness may be the very cause for the plight he is in; and
the constant threat of illness is a constant threat to security. As we
have seen, farmers do not receive sufficient medical care and the low-
income farmers receive disproportionately less. If the low-income
farmer is to be helped by the Farm Security, the Administration must
have the assurance that he will be able to carry out the strenuous
activities planned for his rehabilitation.

Furthermore, since the Farm Security Administration is not a
relief agency and the loans given to families have to be repaid within
a specified period of time, the family unprotected by the insurance
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«of medical care constitutes a poor risk! When a bank advances a loan
on an automobile, on a house, or on a factory, the first stipulation is
‘that the property must be adequately insured. And the best in-
:surance Farm Security ean ask from and for its borrowers is health
improvement and protection.

+

Investigations of disadvantaged farm families showed that more
‘than half were handicapped by poor health. Often because they
rcould not afford medical care they neglected minor ailments, which
later developed into major ailments. When these ailments became
serious threats to life, everything on the farm was sacrificed {o pay
the doctor and hospital bills. Many others who tried to go on with
‘their work while suffering from malaria, pellegra, hookworm, and
-other diseases, were unable to do the work on the farm effectively.

The Farm Security Administration has, therefore, worked out a
‘medical plan based on the theory that a healthy family is a good
-credit risk and, what is really more important, that a healthy family
:stands a better chance of becoming self-supporting.

~ The Farm Security Administration medical plan is very simple:
1. Each family is asked to pay a fixed annual fee for medical care,
“This amount is included in the farm and home plan and set aside at
‘the beginning of the year from the loan,

2, These fees are placed with a bonded trustee for future disburse-
.ments;

-3. Each family is given the list of doctors participating in the plan.
Whenever they need medical aid, they call the doctor of their choice
-on the list;

-4, The typical fee is $18 a year for a man and his wife, and $1 for
-each child; '

:5. Doctors send their biils for all services to the trustee;

6. The trustee divides the funds into twelve equal parts, and pays
the doctors’ bills monthly—if the funds are sufficient to pay all the
.bills in full, he does so; if they are insufficient, he pro-rates the
-amount on hand. In some months doctors may receive 100 per cent
payment of all cases treated; in others they may receive only 50 per
eent.

The payments to physicians up to the present from all Farm
:Security medical associations averaged over 60 percent of the bills
presented. This represents a considerable increase in collections for
‘the participating doctors over their collections in the past. Although,
at first, local medical associations and local medical societies were

17
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often not inclined to participate, and doubted the success of the plan,.
its successful operation has slowly won over a greater and greater-
number.

In addition to the medical plan for Rehabilitation, Tenant pur--
chase, and Homestead families, the Farm Security Adminigtration.
established a special medical aid plan for rural migrant workers..
Migrant workers suffer from many illnesses for which they receive-
no treatment; and because they move so frequently from place to-
place, they become the carriers of communicable diseases. The Farm
Security Administration cooperates with State medical associations:
and State departments of health in establishing health and medical
associations for these migrant families. The associations are billed
for services rendered to migrant workers. The patients obligate:
themselves to repay the cost of the service when they are able to do-
so. In most cases they are too poor to repay the bills although many-
make the effort to make at least a small payment.

The Farm Security Administration, as of March 31, 1841, has 704"
medical associations in 832 countries, with 41 medical centres for
migratory workers in California, Arizona, Texas, and Florida. This.
figure does not include units offering dental services only.

The Farm Security Administration medical programme is entire--
ly voluntary in nature. Physicians and families participate in it of
their own choice, after the plan has been explained to them and they
find it acceptable and to their mutual advantage.

FSA and Sanitation

Poor health resulting from unprotected water supplies, inadequate-
screening for farm houses, lack of proper bathing facilities, and lack
of sanitary privies has retarded the satisfactory progress of many
families on the Farm Security Administration Programme toward
ultimate rehabilitation. Hookworm and malaria, among other ill--
nesses, can be traced directly to the lack of sanitation,

In order to protect the health of its borrowers and to help them
make permanent improvement in their sanitary conditions, the Farm
Security Administration has carried on a nationwide environmental
sanitation programme under the supervision of a Sanitary Engineer-
attached to the staff of the Chief Medical Officer. Under this pro-
gramme Farm Security has provided facilities for water supplies,
sewage and waste disposal, drainage, and mosquito control measures.
on resettlement projects; sanitation facilities and measures for re-
creational areas on land utilization projects; improvement of sanitary
conditions of migratory labour camps, and sanitation facilities for-
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farm units of families on the tenant purchase and rural rehabilita-
tion programmes.

The Farm Security Administration environmental sanitation pro-
gramme is conducted in cooperation with local publie heaith depart-
ments, the National Youth Administration and Work Projects Ad-
ministration. Many sanitary privies, wells, and screens have been
built with the supervision and labour furnished by the Work Projects
Administration or the National Youth Administration Works pro-
jects. Public health officials have cooperated in planning, supervis-
ing, and inspecting Farm Security sanitation projects.

In some areas farm families form groups through which they
purchase materials at a saving by pooling their cash. They either
do their own construction work or are assisted by neighbours or other
members of the community, and in turn they help other families in
similar work.

Rehabilitation families often use part of their loan to cover the
cost of improvements in sanitary facilities. In addition grant funds
are used to finance the construction of facilities for families who are
unable to borrow money for the purpose. During the fiscal year end-
ing June 30, 1941, 16,458 Farm Security families in 651 counties parti-
cipated in the sanitation grant programme at an average grant per
family of $53,52, or a total of $880,906,31 in grant funds. Altogether
nearly 75,000 Farm Security families have been assisted by this pro-
gramme since its beginning.

Home Produced Goods

The diet of low-income farmers is woefully deficient. Growing
sufficient food and feed is, therefore, one of the first objectives in
rehabilitation. Few low-income farmers devote enough time to the
growing and preservation of home-grown food. Their gardens are not
properly utilised. Not enough is canned or stored for the winter
months. Many do not know the most econcmical way of preserving
food. Many do not know the need for a balanced diet. Many families.
too, are not aware of the disparity between the value of home-grown
food and that bought at retail prices. A dollar’s worth of food grown
and consumed on the farm costs a great deal more if bought at retail
prices. The Farm Security Administration tries to educate these
families in the value of producing their own food as far as possible.

For this reason, in the farm and home plan, the garden becomes
as important as the field.

In addition to vegetables, the family must have milk, meat, and
eggs. The Farm Security Administration, therefore, says: “The
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Rehabilisation of our families depends greatly on the garden, the
cow, the sows, and the chicken.”

Families are aided to increase their food consumption, and are
taught to increase the variety of foods rich in body-building and
healih-protecting elements.

The county supervisors help the family decide how much and
what kind of food will be required during the year to meet the
family’s needs, Then together the supervisors and the husband and
wife make an estimate of the quantity of this food that can be pro-
duced on the farm,

The next step is to plan carefully how this food will be produced.
It must be calculated how many cows and hogs and chickens will
be required, how much feed must be provided for these animals and
what portion of the total amount of feed can be produced at home.
A garden must be planned and estimates made of the amount of
fencing and fertilizer and seed and tools and insecticides that must

be obtained.

After the planning stage the supervisors visit the family periodi-
cally to give them advice and guidance in carrying out the plans. For
example, the family needs to know how and when to plant food crops
successively so that there will be a continuous supply of fresh vege-
tables; when and how to cullivate the garden; when the vegetables
should be canned; and how to can them properly.

FSA and Housing

Rural housing has been recognized as woefully deficient. But
to repair all the farm houses that need repairing, to replace all the
farm houses that need replacing, and to repaint those in need of
painting, is a task beyond the purse of the Farm Security Administra-
tion. The Farm Security Administration, therefore, devotes itself
at first to such improvements as are imperative to protect the health
of the people, namely, the building of sanitary privies, and the re-
pairing or putting up of the screens, and encourages the families to
make such progressive improvements on and within the house as
can be made at moderate cost. Loans are given for sanitary improve-
ments and for the repair of broken roofs and windows, unsafe chim-
neys, and replacermnent of dangerous stairways and the sanitary pro-

tection of the water supply.

The Farm Security Administration has also experimented with
low cost rural housing, and developed a substantial house which can
be built at a very low cost. The Farm Security Administration (and
its predecessor, the Resettlement Administration) has built many
low cost homes, at an average cost below $1,500, for farm families who
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today enjoy better homes as a result of this construction programme.
Farm tenants, labourers, and sharecroppers who are buying farms
of their own under the tenant purchase programme receive loans for
the repair of the old houses and other old buildings on the farms or
for the construction of new homes and outbhuildings, when necessary.
The Farm Security Administration housing programme is adminis-
tratively still in the experimental stage and as yet affects too few of
its families. At present Farm Security devotes itself particularly to
the task of showing low-income families how to improve their dwell-
ings without cost, or at a very low cost.

FSA and Safety

Various studies of farm accidents show that nearly 5,000 farm
people each year lose their lives in accidents on the farm and that
farm accidents take a dollar out of every 10 dollars that the farmer
earns. The loss to the farmer through accidents is so tremendous that

it claims just about twice the total cost of the loss of land through
soil erosion.

Year in, year out, thousands of farm buildings, crops, and live-
stock are destroyed by preventible fires and each year one out of
even 12 homes is saddened by accident. The National Safety Council
claims that at least half of all fires and accidents can be eliminated
through proper training,

The Farm Security Administration has therefore established a
farm and home accident prevention programme under the Labour
Division. The objective of this programme is to decrease the loss
to Farm Security families which they now bear in the form of loss
of time, medical expenses, damage to livestock and equipment. The
method used in this programme is to stimulate an awareness and con-
cern about the consequences of accidents which can be prevented.
The safety officers of the Labour Division examine information about
farm accidents and their causes. The resulis of their studies are com-
municated to the County Supervisors who are supplied with bulletins
for distribution among the families. The Farm Security Administra-
tion Information Division cooperates in this work by sending out
various releases and preparing publications and radio broadcasts on
farm and home safety,

FSA and Debt Adjustment

To be eligible for Farm Security Administration assistance the
applicant must prove three things: (1) need, (2) ability to rehabilitate
himself with assistance, and (3) lack of credit. If the farmer can
receive credit elsewhere, he is not eligible for Farm Security Ad-
ministration does not believe that rehabilitation can proceed at an
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encouraging pace when the threat of old debts hangs over a family,
S0 it encourages an equitable debt adjustment. In every county
where it operates, the Farm Security Administration has cooperated
with groups of local farmers, businesemen and townspeople who act
as farm debt adjustment committees. To these committees, debtors
and creditors bring their problems and the debis are reamortized,
interest rates changed, or an extention of time arranged for, so that
there can be a reasonable chance for the debtor to repay. Usually
creditors actually receive more in the end, under this arrangement,
than if they had foreclosed.

Debt adjustment is voluntary for debtors and creditors. Further-
more, this service is open to all farmers whether they are applying
for Farm Security loans or not. The procedure is really very simple
and has proved as an amicable way of adjusting debts. From 1934,
when these commitiees were organized, until 1940, over 135,000
farmers have had their debts reduced on an average of 25 per cent.

FSA and Security of Tenure

Most of the Farm Security Families, over 70 per cent of them,
are tenants. Insecure tenure has contributed a considerable share to
the impoverishment of the land and the erosion of the people. Until
recently over one-third of all tenant families moved every year at
a tragic cost to themselves, to the landlords, and to the land. But
the greatest cost was in the lowering of the standard of living, of the
moving families in terms of health, sanitation, and their outlook for
the future. Insurance tenancy seems to be a game in which everyone
is the loser. In some regions, moving every year or two has become
the fixed habit of the tenant. All year round, he lives and works
like a camper anticipating the day when he must pack up and leave.

The Farm Security Administration tries to establish better rela-
tions between landlord and tenant, to the benefit of both. The first
step towards improving this relationship is to insist upon a written
lease. The next step is to encourage a long term lease—the longer
the term the better. '

The Farm Security Administration has worked out a standard
flexible lease form. This form provides for compensation to the
tenant for the unexhausted values in property improvements, and
thereby gives the tenant an incentive for improving the land and
buildings. This assures the .improvement of the property for the
landlord, and improves the tenant’s living conditions. On the other
hand, this lease provides for compensation to the landlord for destruc-
tive activities on the rented farm, which should act as a deterrent
10 malicious destructiveness or deliberate neglect. In thé event of
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:a complaint on the part of either the landlord or the tenant, the lease
provides for an arbitration of their differences. Wherever possible,
leases are expected to run for at least five years. This period allows
for soil conservation planning and for such improvements on the
farmstead and the land as are necessary for the welfare of the tenant,
_yet which no tenant would make if he had to leave the place by
the time the improvements were completed.

-FSA and Supervision

The families who came to the Farm Security Administration for
-assistance often come convinced that their need is exclusively finan-
cial. They rarely recognize the other factors responsible for their
condition. It is necessary to point out to these families that the
causes of their poverty are many, and that some of their difficulties
.can be dealt with through other than financial assistance. Even fami-
lies who recognize these facts often do not know how to adjust their
.debts, improve their conditions, or obtain various benefits from agen-
cies which exist to help the farmer.

It is not enough to point out to applicants that the acceptance of
-a grant or a loan from the Farm Security Administration necessarily
means that they have to accept supervision and guidance in
their general farm and home practices. The families must be con-
vinced that they are as much in need for betier management and
better methods as they are of the money advanced to them. Although
it may be difficult for many families to accept assistance and guidance
.at first, it is nevertheless crucial that this part of the programme is
‘clearly understood by them and accepiable to them. For the Farm
Security as a whole is predicted on the conviction that low-income
farmers can be helped a great deal more by intelligent guidance and
proper farm and home management education than by the loans and
grants alone.

The Farm Security Grant and Loan

Although in the ultimate objectives of the Farm Security Admin-
~istration the grant and loan are of secondary importance as.methods
.of rehabilitation, in the immediate objectives they loom very large.

It has been found that in areas stricken by drought, flood, or

other natural catastrophes, or in areas where the land has been
.seriously eroded, aid cannot be deferred until a rehabilitation plan
.can be developed. It must start with a grant as an immediate subsidy
‘to tide people over to the time when they can request loans—that is,
request sums of money which they are reasonably certain of earning
-and repaying through farm work. Even outside a disaster area, cases
«occur where illness, or some other cause, has reduced the family {o
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so low a financial level that a grant must be made, an outright grant:
of money, before a loan can be advanced for farm planning,

There has been considerable resistance and many objections.
raised to the grant. Curiously enough many of these objections.
came from the people themselves who did not want to accept, what.
they called, “charity” from the Government. This feeling was essen-
tially a reflection of the community's attitude toward the grant.

Actually, the grant differs in form but not in essence from a.
great many government payments to industrial and agricultural
_people, such as for example, the Agricultural Adjustment Administra-
tion payments. The Agricultural Adjustment Administration pay-
ments for retired or “contract” acres goes to all participating farmers,
rich and poor alike. - It is not a loan; it is never to be repaid; it is.
essentially a grant for a specific stabilization purpose. When a large
insurance company owning tracts of land receives the Government.
Agricultural Administration check, it does not feel that it has received
“charity.” Nor certainly should the impoverished farmer in dire need
feel that the grant he receives is charity. It is not given him as:
charity. It is given for the purpose of ultimately making the family
self-sufficient and strong, and thereby actually saves the Government
the greater sums of money that would be needed to pay for the:
relief of the same family, if it were allowed to reach the stage where
rehabilitation would be impossible. In those cases where the family
can do some useful work in return for a grant, they are requested to
do it, even if the work is done on their own farm and toward their
own future rehabilitation,

It is necessary for the County Supervisor to realize that the Farm
Security grant is not “free” money; and the fact that it is given with
no expectation of repayment in no way indicates that it serves a lesser:
purpose, than the loan. The grant is a rehabilitation tool. If it is.
dispensed as “charity,” its rehabilitation value is desiroyed.

Grants are advanced under emergency conditions or for special
purposes. All other Farm Security Financial aid is made in the-
form of loans, which greatly predominate in the programme.

Since the Farm Security Administration rehabilitation programme
was started. the Administration has loaned more than $473,000,000, as
of April 30, 1941, to farm families who could not obtain credit else-
where. Only $122,375,117 have been paid out of grants. The number
of families who have repaid their loans and have since left the Farm
Security Administration, because they can navigate for themselves,.
is far greater than even the most optimistic could have predicted.
‘Of the amounts dp.e at this time, about 75 per cent have been repaid..
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Delinquencies are found mainly in areas stricken by unpredictable-
natural catastrophes during the past few years.

One method of gauging the beneficial effect of the Farm Security
loan, when augmented with the proper farm and home plan, is to-
ascertain the increase in the net worth of the families and more
particularly the increase in the net income. At the end of 1940 the
average net worth of all Farm Security families rose by 21 per cent
over what it had been the year before acceptance. The average net
income rose from $480 in the year before acceptance to $650 in 1940
an increase of 35 per cent. This increase meant a higher standard
of living and the beginning of the opportunity to be self-supporting.
It really meant a great deal more than that. Its benefiit spread through.
the community. For these families spent their increased income,
and the increasing purchasing power enriched the communities in
which that money was spent.

Even greater than the increase in cash income was the increase:
in home grown food for home consumption, Milk for home use rose
on the average from 99 to 448 gallons per family. Canned fruit and
vegetables rose from an average of 51 to 242 quarts per family. The:
same was true of meat and eggs for home use—with a corresponding
increase in family health and well-being.

FSA and Tenant Purchase

With the enaetment of the Bankhead-Jones Farm Tenant Act in.
1937 and the consequent appropriation of $75,000,000 to be spent
during a 3-year period ($10,000,000 for the first year, $25,000,000 for
the second year, and $40,000,000 for the third year), along with a
$50,000,000 fund to be obtained from the Reconstruction Finance.
Corporation for each of the fourth and fifth years, the tenant purchase
programmme was launched. Tenants, sharecroppers, or farm labour-
ers, selected and approved by local committees in the county, are
lent funds with which to buy their own farms. The loans are to be
paid within 40 years, bearing 3 per cent interest. The loans will be
repaid on a “variable payment plan,” which means that in years
when the crops are poor, or when the borrower cannot make the due
payments in full for any reason, he can pay according to his means
that year and make proportionately higher payments in good years.
Early in 1941 there were 16,000 tenant families who had received
loans, averaging $5,000 each, for the purchase of their own land.

FSA and Cooperatives

Working together in groups is one of the oldest farming insti-
tutions in America. Farmers traditionally have gotten together to
help one another do the job that none do alone—build a new barn, .
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husk corn, thresh the wheat, For several decades farmers have also
been organizing more formal co-operative organizations to help cut
“the costs of processing or marketing their farm products or facilitate
“their purchase of the things they need.

Small farmers actually need the services of co-operative enter-
- prises in solving their mutual problems in an even more fundamental
way than the larger farmers. Small farmers, such as Farm Security
borrowers, need better tools, machinery, and services on their farms—
things they are unable to get singly and individually but which
larger farmers are usually able to purchase and use efficiently on an
individual basis. By pooling their funds and energies small farmers
are able to obtain many of the advantages of modern farming methods
through the joint ownership and operation of farm equipment and
services. They can also save money on their purchase of farm sup-
plies such as feed, seed, fertilizer, fencing materials, fuel, soap, baby
chicks, and many other items needed on the farm and in the home,
by buying together in large quantities,

It is exactly for such purposes that the Farm Security Administra-
tion makes what are known as community and co-operative loans to
its borrowers. With these loans more than 395000 Farm Security
borrowers and other low-income farmers in their neighbourhoods
have formed 21,500 groups through which they co-operatively own and
use purebred sires, jacks, rams, and stallions; modern tractors, com-
bines, rakes, plows, and manure spreaders; and many other essentials
for improved farm management.

Even if an individual Farm Security borrower could afford to
buy any of these things separately it would be uneconomical to do
so because the breeding livestock or equipment would not be fully
utilised on his farm. Co-operatively owned property, however, be
used more nearly to its maximum efficiency. Its costs are distributed
-among a number of farmers, each of whom gets the full advantage of
modern equipment or essential services that enable him to operate
more successfully.

In working together to market their crops and purchase needed
-supplies, borrowers and other low-income farmers are being assisted
in organizing purchasing and marketing associations. Controlled
-and operated by the members in accordance with co-operative prin-
-ciples, they not only improve family living through increased income
agd savings but also teach democratic participation in community
.affairs.

Tenure problems are being attacked through co-operative land
leasing associations and land purchasing associations. Such associa-
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‘tions either lease or purchase good farm land and then make it avail-
:able under equitable tenure arrangements to their members.

To enable its rehabilitation borrowers to purchase membership
in existing co-operative associations, Farm Security also makes small
‘participation loans when it is clear that such participation will aid
in the families’ rehabilitation. There are in every State many co-opera-
‘tives of all types, including creameries, cotton gins, cheese factories,
saw mills, fertilizer plants, irrigation companies, and many others.
By becoming members of these associations Farm Security families
«an get the advantage of large-scale buying and selling and processing.

Direct lcans may also be made to a formal association for the
‘purchase of needed facilities or to provide operating capital if such
an association can help Farm Security families and other low-income
farmers in the area. Likewise loans can be made to establish new
«co-operative associations under similar eircumstances.

FSA and the Homestead Projecis

Soon after the Federal Government started its rehabilitation
programme, it was discovered that the kind of aid thus provided was
not of much help for some families, simply because they are living
on land which was too worn out to support them under any system
0of farming. To help these people, the Federal Emergency Relief
Administration and the Resettlement Administration worked out the
simple plan of buying and developing good land, building inexpen-
sive but adequate homes and buildings, and resettling the families
In new communities. At about the same time, in 1933, the Division
-0f subsistence Homesteads of the Department of the Interior, set
about helping people who had part-time jobs in industry to obtain
a better living. Like that of the resettlement communities, the
basic idea was simple: The Government bought good land in
suburban areas, laid out and developed homestead tracts large -
enough for a house and a good-sized garden, and built small, sturdy
homes on each tract. The main benefits to the families were two:
The gardens enabled them io supplement their income with home-
Taised food; the new homes were low-cost adequate houses. In a
few instances, where the chance for part-time employment in indus-
try was small, plans were made to have the homesteaders develop
community industries, and to encourage private industry to establish
factories or assembly plants in the locality.

Today, all but one of the various full-time and part-time farming
projects, providing for more than 13,000 families, are under the
supervision of the Farm Security Administration,

No two of the projec¢ts are exactly alike. They range in size
from 36 to 55,000 acres and accommodate from 9 to 312 families, Ap-
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proximately 92 projects, which include all 33 subsistence homestead
developments, are in the form of small communities. Many have
their own school, store, and sometimes other community facilities,
such as a cotton gin. The rest of the projects consist of individual
farms scattered over two or more countries.

An outstanding feature of the projects is the chance they give
farm families to make the most of all types of Farm Security Ad-
ministration aid. Opportunities for intensive education, with emphasis.
on farm and home management; cooperative effort; medical care;
good land tenure; and adequate housing are all easier to obtain in
the homestead communities.

The projects serve as proving grounds for social, econcmic, and
educational programmes that may be used in the modified form by all
handicapped farm families. The experience gained in the homestead
developments has proved valuable in newer efforts to establish sound
farm communities.

Comparatively recent of development are the land-leasing asso--
ciations. These associations, formed by sharecropper families with
the help of the Farm Security Administration, lease large plantations.
and then sublease individual tracts to association members. The
Farm Security Administration places trained farm and home super-
visors on the plantations to help plan the farm work. Frequently,
families operate through the association to obtain marketing and
purchasing services, and the use of cotton gins, large-scale machinery,
and similar farm aids. Sharecroppers thus obtain land, supervision,
and services that otherwise would be beyond their reach. A total of
41 land-leasing associations providing for 1,600 families were in opera-
tion at the close of the 1940-41 fiscal year. Additional associations are
now being developed.

Water conservation projects being developed in arid and semi-
arid Western areas under the authority of the Wheeler-Case Act, will
also make use of Farm Security’s experience in homestead develop-
ments. These projects provide a change for settlement on irrigated
land for farmers made foot-loose by drought or wind erosion, and for
farmers who are failing to make a living because their dry-land farms
are too limited to support a family. The Bureau of Reclamation of
the Department of the Interior plans and builds the irrigation works,
the dams, canals, laterals, and drainage. The Farm Security Ad-
ministration makes loans for developing and settling the projects.
Twelve water conservation projects have been provided so far.

The Farm Security Administration also supervises the three
-Greenbelt Towns. Providing homes for more than 2,100 medium-in~
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vome families these projects were built as models of modern town
planning. Well built homes surrounded by large lawns and parks, a
‘minimum of thoroughfares, complete schools, stores, playgrounds, and
other community facilities are features of these communities. Of
«<onsiderable importance is the full community life developed at each
‘Greenbelt Town as every resident has a chance to take part in local
.educational, political, and social affairs. Visited by thousands of
thousing experts from all parts of the United States and foreign coun-
iries, the towns are already being copied by private enterprise.

Farm Security and Education

While all these various aspects of the programme are in opera-
tion, the Farm Security Administration realizes that ultimate success
will depend greatly on education—education of the adult and of the
young. If Farm Security families are to be rehabilitated in accord
with ¢ur objectives, they must have and must know that they have
equal opportunities to function and to thrive in their respeciive com-
munities. They cannot have such equal opportunities if their children
.do not receive proper education.

Generally, the educational opportunities of the rural child are
not as good as those of the city child. Less money is spent on rural
education than on urban education, and there are fewer cultural re-
:sources at their disposal. The rural child of a low-income family is
‘particularly handicapped. The child of the migrant worker may not
attend school at all. The child of the low income tenant or share-
«cropper may be kept out of scheol by illness, by the lack of clothing,
by the lack of money required for books and supplies (in regions
where the children have to pay for them)}, and often by the need to
help with the work on the farm when they should be attending school.

The -Farm Security Administration recognizes the necessity for
assisting such families in keeping their children in school. Every
-effort is made to enable them to attend school on equal terms with
-other children in the community. If the children lose out in their
:opportunity for education when they are young, they are certain to
lose out in the opportunities for work in the city and on the farm
‘when they grow older.

Not for the young alone is there a need for education. The
-adults, too, must be educated, although in quite a different way. The
-education of the adults is not to be found so much in books as in the
realization of their problem and a clear understanding of the methods
whereby these problems can be solved. Adults who do not under-
stand their plight, and cannot grasp the methods whereby they can
‘improve their conditions, cannot be rehabilitated. They cannot become
self-sustaining. They may succeed as long as they are supervised and
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managed, but they fall back into their original state as soon as they-
are left alone, The Farm Security Administration, properly under--
stood, is an educational as well as a credit agency. The two functions:
are fused in the rehabilitatiori process and the success of the whole:
programme depends as much on education as on any other activity.

All the methods used and all the aspects of the programme in--
augurated by the Farm Security Administration are not ends in them--
selves. They are designed to attain security for low-income farmers:
and to afford better opportunities to the farmer who works on his own
land or who works on the land as a tenant, a sharecropper or a farm
labourer. Because these various activities and methods are not ends.
in themselves, they cannot be superimposed on the people as fixed
prescriptions to cure rural poverty.

John Dewey, the noted philosopher, in his Economic Basis of the-
New Society, tells us that: “The ultimate problem of production is.
the production of human beings. To this end, the production of goods.
is intermediate and auxliary. It is by this standard that the present
system stands condemned. “Security” is a means, and although an
indispensable social means, it is not the end. Machinery and techno--
logical improvement are means, but again are not the end. Discovery:
of individual needs and capacities is a means to the end, but only a
means. The means have to be implemented by a socio-economic sys--
~ tem that establishes and uses the means for the production of free
human beings associating with one another on terms of equality.
Then and then only will these means be an integral part of the end,
not frustrated and self-defeating—bringing new evils and generating
new problems.”

This certainly applies to the entire Farm Security programme..
The objective is to help people on the land become self-sustaining.
All we do must be thought of and understood in terms of the people
and their needs. Toward this end all the Farm Security Administra--
tion activities are dedicated.

To carry out its programme, the Farm Security Administraiion
is deparimentalized for efficient functioning. But the successful
execution of the entire prograrmnme depends as much, or more, on the:
proper functioning of the county office as it does on the planning
and technical administration in the district, State, rigional, or Wash--
ington offices.



23. LESSONS FROM RURAL REHABILITATION
EXPERIENCE*,

Olaf F. Larson.

Now that we have had a full decade of experience in rehabilitg--
tion among our rural people, it is time to take stock of goals.
visualized, methods used, and lessons learned. Moreover, these ex-.
periences may have new and extended value in connection with work
now to be done in war-depleted countries the world over.

What lessons may be learned by looking back at the Nation's.
experience during the past decade with rural rehabilitation pro-.
grammes? What issues are involved in deciding the role of a re-.
habilitation prograrmme as an insirument of post-war national agri-
cultural pelicy? Answers to these questions were among the pur-.
poses of a comprehensive study recently completed of the standard
rehabilitation loan programme administered by the Farm Security
Administration and its predecessors.

Awareness of these lessons and these issues should enable the-
Nation to do a better job of improving the welfare of farm people in
the lower economic brackets, come depression or prosperity. Then,
too, measures for the rural reconstruction of war ravaged countries
may be more fruitful if experience in the United States is heeded.
The study was restricted to the standard-loan programme because, as .
measured by people or money or geography, this has been the major -
rehabilitation activity. Thus, the farm-ownership (tenant purchase}:
and the non-standard loan programmes and the much-debated reset.
tlement-type projects are not included in the generalizations given
here,

-

* Land Policy Review (US.ID.A) Vol IX No. 3, 1846. p. 13-18.

This extract gives only a glimpse of the vast field of activities of the
United States Department of Agricuiture, directed towards rural rehabilitation,
As it is not possible to give within the limited space af this volume the varied
efforts made in this field by the Department, we propose to publish separately -
a volume summarising a recent report of the Bureau of Agricultural Economics,
USD.A. entitled “Ten Years of Rural Rehabilitation in the United States”. Thisg
report records the significant experience accumulated in the States through
the rural rehabilitation programme by the Reseitlement Administration from
1935 to 1937 and by the Farm Security Administration after 1937; it also out-
lines the basic lessons that have been learnt about the rehabilitation process.
How far these lessons will be useful to countries other than America is stated
in the following words at the end of that Report:— “Beyond our own borders,
we see that great numbers of the world's farmers are chained by poverty,
World War II has depleted the resources of many. Apparently many of the -
lessons learned from this Nation's experience with rural rehabilitation may be
fruitfully applied in the rural reconstruction of war-ravaged and poverty-strick-
en couniries. The lessons may be applied in keeping with local problems, locals
peeds, and in complete harmony with democratic ideals.”
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The chief characteristics of standard-loan programme are well
-recognised. They include (1) credit for normal farm and home operat-
ing expenses to farm families who are unable to obtain satisfactory
financing from any other. private or federal source, (2) supervision
which includes the making of sound farm and home plans, “on-the-
‘farm” teaching of improved farm and home practices, and (3) re-
‘habilitation in place, that is, without resettlement. In addition to the
combination of credit and supervision which are key parts of every
;standard loan, other techniques have been adapted or developed to
‘aid the borrowers. These include improvement of tenure, group
‘services, group-health plans, adjustment of debts, environmental
sanitation, special types of loans such as for water facilities and 4-H
-club activities, and specialized programme carried on in limited areas
to develop new methods or to meet localized needs. Grants were used
extensively during depression years but are now greatly restricted.
Prior to prohibition by congress, written into the 1944, Agriculture
.Appropriation Act and subsequent Acts, cooperative associations were
.assisted and established to aid the rehabilitation of borrowers. Neigh-
"bourhood action or study groups at one time were given encourage-
‘ments as an aid to borrowers,

Nearly 770,000 families, one out of every eight farm operators
reported by the census, have had a standard loan from the Resettle-
‘ment Administration or FSA between July 1, 1935, and the end of
.1945. (This excludes from ownership borrowers and project occupants
who have also had standard loans}). These families are dispersed
“throughout all but a dozen counties of United States. Several coun-
ties of the States, mostly in the cotton-plantation areas of the South,
‘have had more than 1,000 borrowers. Counties having the largest
proportions of their farmers with such loans tend to be concentrated
in the Mountains and Great Plain States, but nearly three-fifths of
the total number are in the States that make up the “four Southern
FSA regions”. Before July 1935, when administration was under
"FERA and the State rehabilitation corporations, there was no stand-
:ard loan category, but probably the majority of the 397,000 families
‘who were made loans would later have been classified as ‘“non-

.standard loan” or “grant only” cases.

Between July 1935 and June 1944 more than 800 miilion dollars
“was put out in the form of standard loans to individuals. Direct loans
‘to associations some or all of whose members were standard borrow-
.ers. totalled 22 million dollars during this period. Much of the addi-
tional 49 million dollars loaned under FERA would later have been
.called grants or nonstandard loans.

Some other measures of the scope of the programme can be men-
+ioned. More than 27,000 group services were established to provide
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:several times this number of families with needed services or facilities
such as sires and machinery. About 4,500 associations of varigus
‘types were established or given financial or supervisory assistance,

Characteristics Change

Borrowers accepted under FERA had the least in the way of
physical and financial resources, had the lowest socio-economic status,
-and were the most disadvantaged of those accepted at any time. An
‘upward trend in family selection, under way when FSA was started,
has generally continued. This means that the “floor” rather than
the “ceiling” of acceptance has been raised in practice. Wartime
sobjectives accentuated this tendency.

Objectives Broaden

When the programme was conceived to perform an emergency
function during the crisis of rural relief, the goals for individual
families were {o relieve their suffering and to restore them o per-
manent self-support. As the programme continued, as understanding
grew of the problem of rural poverty, and as deep-rooted causes of
poverty were attacked, the objectives shifted and broadened. Stated
in somewhat philosophical terms, for the individual family the goals
alsc were to obtain a physically healthful level of living, to obtain a
socially desirable level of living, to acquire the skills and abilities
needed to manage one’s own farm and home successfully and in-
-dependently, to achieve security, to obtain enough land for an eco-
nomic unit of the family-farm type, to become a full participant in a
‘democratic way of life, and later, to have maximum employment of
the family labour in the production related to the war.

The programme has also had broad objectives with respect to
-agrieulture, rural society, and general welfare of the nation. To save
the taxpayers’ money was one of the first stated; when the programme
began in a relief setting—loans plus supervision were viewed as more
-economical of public funds than either direct relief or work relief.
‘To preserve, reinforce, and perpetuate the family-type farm and to
foster farming as a way of life rather than as purely a commercial
-enterprise have been prominent national goals, along with the en-
«couragement of land conservation.

Wartime Influences

Keeping the maximum number of people on the land was
-advocated during the early days of the programme but this goal was
modified and almost reversed by the later aim of achieving full utiliza-
‘tion of manpower in the low-income farm population in the produc-
tion necessary to the war. Discouraging undirected migration of
farm population was particularly tied to the problems of man-land

18
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adjustment during the drought years. Bringing about a better ad—‘
justment of population and land resources was the major attack of
vesettlement but it is also a goal that has had the support of the
standard programme. Implied earlier in the whole social-welfare
aporoach, the over-all goal of making available to all of our citizens
the opportunities of democracy so they might have a stake in it
became more clear-cut under wartirne pressures.

These goals for individual families and the large society have not
been concisely stated in any official pronouncement. They are ex-
pressed more concretely and are better understood by most people in
terms of the working tools used to achieve them—*“live at home:
methods,” diversified farming. debt adjustment, tenure improvement,
record books, farm and home plans. “precious” cookers. .

Basic Assumptions

The objectives rest upon fundamental assumptions which are a
complete rejection of the relief philosophy handed down from
Elizabethan “poor laws”. One other basic philosophical idea came
to be propounded: the resources for lasting rehabilitation rest within
the people themselves; therefore, the programme must direct iis
efforts toward tapping and mobilising these resources. The premise
is in accord with the democratic spirit. It stands at the exact opposite-
of paternalistic and continuous supervision,

Measurements

Successes and failures of the programme to date cannot be
measured solely in financial terms. Repayment by the end of 1943
of 68.6 per cent of the principal involved in “high risk” loans to in-.
dividuals and groups (excluding “corporation trust” funds) plus in-.
terest equivalent to 9.6 per cent of the cumulative amount of such
loans is not, of course, to be passed over as significant. By the end
of 1945, 45 per cent of the standard borrowers had paid up in full,
7 per cent had been dropped as having little hope of rehabilitation or
of repaying any more on the loan, and 22 per cent were rated as being
capable of making further repayments but could not be considered as:
rehabilitated in agriculture.

Although rehabilitation goals cannot be achieved without
financial solvency, it is equally true that every dollar loaned might
be collected and yet not a family be rehabilitated. Success in re-
habilitation is better shown by families who have better living, im-
proved health, more capital resources with which to earn an income-
so that debts can be retired. more secure tenure, debt-payment capacity
improved farming and home management. better work habits, higher
morale, an increased sense of “belonging” and “being somebody”,
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Failure in rehabilitation is better illustrated by families whose
debts have increased faster than their ability to repay, whose frustra-
tions have been multiplied by programme changes and by require-
ments and objectives they have not fully understood, whose basic
problems have not been met because they were not recognised or,
being recognised, were not corrected by the supervisors and
families, or whose ways of doing after leaving the programme revert
to the old, and by the establishment, in some instances. of group
activities without regard to the natural social processes of reorganisa-

tion.

Beyond

Unfortunately, neither the successes nor failures in many im-
portant aspects or rural rehabilitation have been adequately
measured.

Without doubt, the very existence of the standard-loan programme
has meant much to the families who have participated. To some, the
end result was achievement of the goals held out for them, to others
the experience was one flop. Effects of the programme aiso “spilled
over” to influence neighbours, local institutions, and organizations.
Again, these spilling-over effects have not been measured. But they
can be seen in many forms. Pressure cookers and live-at-home
practices have changed buying habits. Old patierns of borrowing,
buying and selling have been broken and replaced by new ones.
Sanitary facilities and housing improvements of borrowers have been
imitated by others, Group action has taught families how to re-
cognize, analyze, and solve some of their own problems. Health
measures to help these families have led to action on health problems
of other rural people. Loans and grants which put a floor under the
level of living of farm families during the depression years also in-
creased their purchasing power, bailed out landlords and other
creditors, and protected the strength of the Nation's manpower
resources.

The Lessons

A good many lessons are taught by this experience in rehabilita-
ting low-income farm families. First, it was soon learned that rural
poverty was not simply a new depression-born or drought-caused
phenomenon but had been growing over a long period and was deep-
ly rooted in a multiplicity of causes. In a sense “rehabilitation” is
not an apt word because many families in their generation never
were previously at a higher level. A corollary of this first lesson is
that many of poverty’s causes are outside the direct control of the in-
dividual so handicapped. Another is that a complex of problem—not
a single problem—is characteristic of families who seek rehabilitation
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aid and therefore a full kit of tools must be available if the problems
are to be met.

Second, the lesson follows that the real meaning of rehabilitation
is the attainment of a cluster of interrelated economic and social goals,
It is not just paying off the loan, just canning so many guarts of home-
produced food per person, just acquiring more working capital, or just
getting to participate in community affairs.

Third, one of the most important lessons is the understanding
that has been gained of the nature of the rehabilitation process. All
families do not start from the same point and all do not have the same
problems; therefore flexibility is required in the rehabilitation tools
and techniques and in their use. One family may need nothing more
than a small loan for a short time, with a minimum of guidance. The
rehabilitation of another may be a two-generation job, costly in time
and money. The speed of the process is decided by (a) family char-
acteristics and resources, (b) rehabilitation aids, (c¢) the culture—
especially as expressed by attitudes, social values, class structure,
social institutions and social and economic facilities—within which
the family lives, (d) impersonal forces—such as war, flood, or depres-
sion—outside the control of the family or the programme agency.

Fourth, loans plus supervision, with associated techniques, con-
stitute an invention which can be a poweriul instrument of rural so-
social change for the welfare of low-income farm pecple.

Fifth, several principles have been established concerning the use
of the various rehabilitation tools and techniques. A few may be en-
umerated. A loan must be large enough and for such purposes as
will establish the borrowers’ debt-paying ability if repayment is to
be expected. The lower the economic level from which a borrower
comes, the more flexible must be repayment schedule. The lower the
status and the more complex the problems of a family, the greater
the need for the individualized method of supervision. Families
should understand the programme before making the decision to
participate. Families who have lived under depressed circumstances
and in inferior status for a long time are more likely to need continued
supervision than are those whose plight is of recent origin.

Possibilities
Looking ahead, a standard-loan type of rural habilitation activity
has two possible major roles as a national programme. In one role,
the programme would continue to be a positive instrument of social
and economic improvement on behalf of the low-income segment in

American agriculture. That there is a tremendous need for such a
gervice is indicated by the fact that a substantial number of existing
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full-time farms are not adequate, as to either size or organization of
farm enterprises, to provide reasonably efficient use of the family’s
labour, or to support a healthful and desirable level of living for the
operating family. Advances in technology, the return of veterans to
civilian employment and other factors in the present situation foretell
many adjustments in agriculture in the years ahead. Many farmers
cannot make these adjustments without assistance.

In the other role, the programme could stand by, ready to help
farm families who fall into crisis situation because of depression.
flood, drought, or other disasters which deplete their resources. It
would help them get back on their feet. This is a job which some
agency should be ready to do at all times. '

In the first role, certain hard facts must be faced—for agriculture
and for the rural society as a whole. As pointed out by BAE eco-
nomists, technology has advanced so fast that foreseeable demand for
agricultural products can be met without an increase in farms or farm
workers. Yet the rates of farm-population replacement by natural
inerease are so great that 67 per cent more young farm men are reach-
ing the age of 25 during the present decade than are needed to main-
tain the working force of farm men at 140 levels; not all could
stay on the farm even with no further technological advances.
These facts, coupled with the large number of existing inadequate
farm units, add up to mean that the agricultural programme needs
to be supported by broad gauge industrial and educational mea-
sures if the problems are to be adequately met. Any such
positive programme has to face tough problems of family selec-
tion. It might find work with part-time farmers to be of in-
creasing importance.

If agriculture plays its historical function of shock-absorber for
industry, a depression would bring a back-to-the-land movement and
a piling up of people on the land through delaying the migration of
so-called surplus farm youth, This would create pressures that might
cause a repetition of the mistakes and shortcomings of the early re-
habilitation programme. On the other hand, a full-employment era
would provide an opportunity for constructive work of the type out-
lined for the first role. Such work could benefit a large segment of
our rural population and advance the general welfare of our nation
as well.
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Farmers' Home Administration

This agency provides a system of agricultural credit to farmers
including veterans experienced in farming—who are not able to get
the credit they need anywhere else. It offers the family-type operator
of limited resources, whose assets do not gqualify him for the ordinary
types of credil an opportunity to get on his feet. Loans are supple-
mented by supervision where needed to assure successful farming and
thus protect the Government’s interest.

The Farmers Home Administration Act of 1346, approved
August 14, made this programme a permanent part of the Depart-
ment’s work and provided that it be carried on by a new agency
created through a merger of functions of the Farm Security Adminis-
tration and the Emergency Crop and Feed Loan Division of the Farm
Credit Administration. The merger took place on November 1.

Both veteran and nonveteran demand indicates that supervised
credit for the small farmer—an idea first developed during the de-
pression—is valuable in times of prosperity as well as in times of
economic distress. A period of high farm prices and general pros-
perity gives the small operator a chance to work out changes that are
essential for permanent success and to strengthen his position against
possible depression later on. “Scratch starters” including veterans
and other young men who have some experience but no equity in land
or chattels frequently need this kind of credit.

Types of Credit Provided

Credit provided is of three general types. Operating loans are
made at 5 per cent interest for the purchase of livestock, equipment,
feed, seed and other essential items, and are repayable in from 1 t0 5
years. Farm ownership loans are made at 3} per cent for farm pur-
chase, enlargement or development, and repayments may be spread
over 40 years. Veterans have preference, Water-facilities loans are
made in the West at 3 per cent for periods up to 20 years.

About 270,000 families actively participated in the operating loan
programme during the year. Those making basic adjustments in
their farming developed farm and home plans, frequently with provi-
sion for such changes as reorganization of the farm unit, develop-

* Report of the Secretary of Agriculture (1947) U.S.D.A.
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ment of livestock enterprises, and adoption of crop rotations. Super-
visors visited the farms {o advise in carrying out the practices agreed
on.

An example will show how supervised credit leads to better farm-
ing and higher income. Records kept by a Missouri borrower in 1943
showed his income from each dairy cow was about $3 less than the
cost of feeding and housing it. The supervisor advised him, step
by step, on a course of action to improve production. The farmer
-disposed of some of his old cows, bought good yearling heifers and
bred them to purebred bulls, He added protein supplement to the
feed, used more fertilizer on pasture and hay, and lengthened the
pasture season by growing sweetclover. By 1945 his income per cow
‘was $69 more than his costs, and by 1946 the profit had risen to $91
‘PET COW. ’

Flexible Allocation of Loan Funds

The Farmers Home Administration Aet allows greater flexibility
‘than existed previously in the ailoeation of real estate loan funds to
States where the need is greatest and land is available at reasonable
prices. It also established a new method of setting maximum loan
limits for individual counties. Since 1941, the programme had been
virtually shut cut of many counties where loan limits were too low to
permit a family to buy an adequate farm. These changes, and the
heavy demand from veierans and others, were the principal factors
in the increase.

The number of families that pay off their loans years ahead of
‘time continued to increase; by the end of the fiscal year 7,598 families
had paid in full from income. About 16 per cent of the borrowers
have reached the goal of debt-free ownership in a comparatively
short time. As a group, the active borrowers have paid 56 per cent
more than the amounts due.

Funds had not been appropriated for the insured-mortgage pro-
gramme authorized by the act; it will begin in the 1948 fiscal year.
‘The agency will insure 40-year loans by private lenders; such loans
must have the same purposes as those financed by the agency’s direct
farm ownership loans. The amount borrowed can be up to 90 per
-cent of the investment in the farm and necessary improvements. The
‘policy will be to insure mortgages when private funds are available,
rather than to make direct loans. Only when an applicant is unable
{0 get an insured mortgage loan or lacks the funds to make the re-
«uired down payment will a direct loan be made.
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Water-Facilities Programme

Except in the water programme, the agency’s work in the 1948:
fiscal year will be curtailed because of smaller appropriations. Fewer-
new borrowers can be served with supervised operating credit, and’
the number of direct farm ownership loans will be considerably-
reduced. The morigage-insurance programme, however, will enable-
many prospective borrowers to start on the road to ownership. The-
number of full-time employees for 1948 is 38 per cent below the 1947
minimum, and there are about 450 fewer county offices than in June.



25. THE FOOD STAMP PLAN*
Norman Leon Gold, A, C, Hoffman and Frederick V. Waugh

The study here reported shows that farmers, low-income con-
sumers, and food dealers would all benefit substantially from an ex-
pansion of the Food Stamp Plan. If the plan were made available
to all relief and Works Projects Administration families in the United
States, the cost of the Federal Treasury would be about 400 million
dollars a year. A plan of this size would be very effective in moving
surplus foods into consumption and in improving the diets of low-
income families. The authors believe that a 400 million-dollar annual
subsidy for a National Food Stamp Plan could increase the income
of farmers by at least the amount of the subsidy, and possibly some-
what more.

These findings do not mean that the Food Stamp Plan is neces-
sarily a substitute for other methods of farm relief nor that it should
be considered to the exclusion of other methods of domestic surplus
disposal, such as the school-lunch programme and the Direct Purchase
and Distribution Programme, The report shows that in some res-
pects full benefits of the plan were not being realised in the early
stages of its operation and suggests some possibilities for improve-
ment. On the whole, however, the plan seems to be working satis-
factorily from the standpoint of all groups concerned, and a number
of changes have been made to improve its operation.

Objectives of the Food Stamp Plan

Price-depressing farm surpluses are co-existent with a situation in
which millions of American families are receiving inadequate diets.
The purpose of the Food Stamp Plan is to raise the dietary standards
of low-income consumers. In the distribution of food surpluses, it
utilizes existing channels of food distribution, with whatever benefit
this may bring to those engaged or employed in the food industries.

The stamp plan seeks to achieve its objective by means of a
Federal subsidy paid to low-income consumers in the form of blue
stamps. These stamps can be used for the purchase of specified sur-
plus foods in any retail food outlet. As a condition for receiving the
free blue stamps, consumers are usually required to buy minimum
quantities of orange-coloured stamps, which can be used for the pur-
chase of any food product. The purpose of this requirement is to
maintain the out-of-pocket food expenditures of participants, so that

* Special Report—Economic Analyses of The Food Stamp Plan—U.SD.A.
(1940
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the surplus products brought with the free blue stamp will represent
a net addition to their foocd consumption.

Theory of the Plan

It is generally agreed that the demand for foods as a whole by
high-income consumers is more inelastic than that of low-income con-
sumers since they respond less to price changes and may spend con-
siderably more for a small supply than for a large one. What the
Food Stamp Plan does in effect is to divert a larger share of the avail-
able supply from high-income to low-income consumers by means of
ihe blue stamp subsidy. To the extent that the demand of the former
-group is more inelastic than that of the laiter, the effect of this diver-
sion is to increase the combined food expenditures of both groups
for any given supply. It is this increase in total food expenditures,
rather than the amount of the subsidy as such, which is important in
determining the increase in farm income.

The effect of the Food Stamp Plan on farm income will depend
‘primarily on four things: (1) The amount of the blue-stamp subsidy;
(2) The extent to which this subsidy represents a net addition to the
preplan food expenditures of the participants; (3) the elasticity of
the demand of medium and high-income consumers who do not parti-
<ipate in the plan; and (4) changes in marketing charges.

The more inelastic the demand of high-income consumers, the
greater will be the price increase and the effect of the plan in raising
farm income. If however, the demand of nonparticipating consumers
is highly inelastic, the price increase will be such that low-income
families will be unable to obtain much additional food even with their
blue-stamp subsidy. Actually, the benefits of the plan are shared by
both farmers and low-income consumers; but for any given subsidy,
the greater the benefits to one group, the smaller the benefits to the
other,

1f the total supply of the commuodity is fixed and would be market-
ed through regular commercial channels in the absence of the plan,
then the total marketing bill is not greatly affected by diverting part
of the supply from one group of consumers to another. If there is no
increase in charges for processing and marketing, the farmer will
receive all of the increase in consumer expenditure attributable to
the Food Stamp Plan, even though his average share of the consumer’s
dollar is only 40 to 50 per cent. This increase in consumer expen-

diture may be greater under certain circumstances than the blue-
stamp subsidy itself.

The farmer will not receive all of the subsidy, however, when the
effect of the plan is mainly to increase the supply marketed rather
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than to raise farm prices.—as may actually occur when prices are so
low that part of the crop would otherwise be left unharvested. In
this case, the plan will benefit low-income consumers by enabling
them to obtain more food, but farmers will not be greatly helped un-
less the subsidy is sufficient to affect market prices. On the addition-
al part of the supply which farmers will be able to market as a result
of the plan, they will receive only that part of the subsidy left after
the deduction of marketing costs.

In the long run, operation of the Food Stamp Plan on a national
scale should make possible increased total production as well as high-
er prices. 1f operated in conjunction with the production-control
programme, the effect of the plan would be to divert a larger part of
whatever supply was produced to low-income families, with increased
prices to farmers.

With any given amount of funds, will the Food Stamp Plan raise
farm income as much as, or more than, the same amount of funds
used under the Direct Purchase and Distribution Programme of the
Surpius Marketing Administration? The answer to this depends on
two things: (1) The quantity of food surpluses that can be bought;
a2nd (2) the extent to which the foods thus bought represent a net in-
crease in the food consumption of participants. More surplus food can
be bought with a given amount of money under the Direct Purchase
and Distribution Programme than under the Food Stamp Plan be-
cause under the former, purchases are made direct from farmers or
whole sale assemblers rather than from food retailers. But the bene-
fit to agriculiure depends on the effect on total food sales. No matter
how cheaply a surplus-disposal programme can be operated, the
farmer gains nothing if the free food is merely substituted for food
purchases which the recipients would have made without the pro-
gramme,

Where relief assistance is given in the form of grocery vouchers
rather than cash, so that the preplan food expenditures of participants
can be maintained under either plan, the direct distribution pro-
gramme may be expected to increase farm income directly more than
stamp plan with any given subsidy, because of its cost advantage.
For the same reason, the direct distribution programme would pro-
bably raise farm income by more than the stamp plan where cash
relief payments are so small that the orange stamp requirement must
be dispensed with. Neither plan, however, is altogether satisfactory
from the farmer’'s standpoint if no method is provided for maintain-
ing the normal food expenditure of participants. Where the orange-
stamp requirement can be applied, the advantage of the stamp plan
in maintaining normal food expenditures of participants is likely to
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outweigh its cost disadvantages from the standpoint of raising farm
income.

Scope of the Plan

As of July 1, 1940, the Food Stamp Plan was operating in 83 areas,
with a total of about 1,500,000 consumer participants. The total
cumulative value of the blue stamps issued upto that date was
$16,538,000. In areas where the plan is operating, the value of the
blue stamps amounts to about 4 or 5 per cent of total food sales.

Thus far, participation in the plan has been limited to persons
receiving relief (including W.P.A. workers) except in Shawnee, Oka,
where low-income employed families are participating on an experi-
mental basis. In the first six cities where the plan was operated,
ordinarily called experimental stamp cities, from 9 to 17 per cent of
the total population is eligible to participate, depending on the relief
load. The experience to date indicates that about 75 per cent of the
eligible consumers may be expected to participate in the plan.

Commeodities Purchased with Blue Stamps

The proportion of blue stamps spent for the various commodities
on the surplus list cbviously determines the distribution of benefits
among the various groups of producers involved. Up to December
15, 1939, approximately one-fourth of the stamps were used for butter
and one-fourth for eggs. Cereal products (flour, corn meal and rice}
accounted for 10 to 17 per cent and fruits and vegetables for about 33
per cent. When pork was added to the list in December, it took about
one-fourth of the stamps, apparently at the expense chiefly of butter,
eggs, and lard. The proportion of blue stamps spent for each com-
modity will obviously vary with the number and type of commodities
on the surplus list.

The average per capita consumption of surplus commodities by
participating families appears substantially higher than the consump-
tion of these foods that has been reported for comparable nonpartici-

pating groups.
Problem of Substitution

For reasons already made clear, it is essential from the standpoint
of the farmer that as much of the blue-stamp subsidy as possible shall
represent a net increase over the former food expenditures of parti-
cipants, The Food Stamp Plan seeks to mamtain these expenditures
in two ways: By requiring that participants buy a minimum of §1 to
$1.50 worth of orange stamps per person per week as a c_cmdition for
receiving the free blue stamps and (2) by giving larger quantities of
free blue stamps with increased purchases of orange stamps. The
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minimum orange stamp requirement was set at $1 on the assumption
that this was the average per capita food expenditure of low-income
families,

Because of the way in which relief is handled in some cities, it
was not desirable to use the orange-stamp requirement for all parti-
cipants. As of January 1940, 60 per cent of the participanis were re-
quired to buy orange stamps; 18 per cent were receiving their relief
in the form of grocery vouchers rather than cash, so ne requirement
was necessary; and 22 per cent (mostly in the South) were simply
given the blue stamps because their cash-relief paymenis were so
low that they could not buy the orange stamps.

The majority of the people required to buy orange stamps were
purchasing more than the required minimum. In May 1940, parti-
cipants of 12 “stamp cities” were spending an average of $1.06 to
$1.29 per person per week for orange stamps, with this figure tending
to increase as the plan went along. In addition, they were, of course,
receiving free blue stamps equal to 50 per cent of the value of the
-orange stamps bought, which made a total per capita food expenditure
of §1.60 to 1.95 per week. There is reason to think, however, that
the average preplan food expenditure of many of these participants
was somewhat above the amount of the orange stamp purchases, s0
that not all the value of the blue stamps may have represented a net
increase in their food consumption.

Efforts were made in this study to measure the extent to which
blue stamps were substituted for out-of-pocket food expenditures of
participants, but the results were not such as to warrant any precise
conclusion. In the judgment of the writers, based on first-hand in-
formation of the working of the plan as well as on the available
statistical evidence. a conservative estimate would be that about 75
per cent of the blue-stamp subsidy represented a net increase in the
food expenditures of participants. This percentage might be in-
creased with certain modifications in the operation of the plan, some
of which are already under consideration by administrative officials
and are discussed later in this report.

Costs under the Food Stamp Plan

A criticism sometimes made of the Food Stamp Plan is that it
costs the Federal Government more to distribute surplus foods 1n
this way than by possible alternative methods, such as the direct
Purchase and Distribution Programme. Under the stamp plan, the
purchases of surplus foods are made by consumers in their neigh-
bourhood stores. Under the Direct Purchase and Distribution Pro-
gramme, commodities are bought by the Government at farm or whole
sale points and transported to the State welfare agencies. Dis-
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tribution to consumers is carried out by State and local relief agencies
with the help of relief and P.W.A. labour. The difference, therefore,
between the out-of-pocket costs to the Government under the stamp
plan and the direct purchase programme will be roughly equal to
the difference between the retail price and the wholesale landed price
in carload lots. For some commodities this cost difference may be
as low as 15 per cent and for others as high as 45 per cent. Margin
studies made by the Federal Trade Commission and others made in
connection with this analysis indicate that for commodities on the
surplus list thus far the commodity costs under the direct purchase
programme will average about one-third less than under the stamp
plan. The cost difference is of course due mainly to the fact that the
direct purchase programme utilizes relief labour in lieu of ihe ser-
vices of the wholesaler and retailer; and, as this labour would have
to be maintained at public expense in any case, its employment does
not represent an additional cost from a budgetary standpoint.

There is a rather widespread misunderstanding as to how the
costs of the stamp plan are related to its effect in raising farm income.
Because the farmer geis only about 40 to 45 per cent of the con-
sumer's dollar, many people have assumed that less than half of any
Federal subsidy used for the stamp plan would go to the farmer. This
is incorrect. What the stamp plan does in the case of most com-
modities is to divert a part of the supply from one group of consumers
to another without any large immediate increase in the total supply
marketed or in the total marketing bill. If the total supply of the
commodity is fixed and if there is no increase in unit margins with
the increase in prices, all of the increase in consumers’ expenditures
goes to the farmer, regardless of how small his share of the con-
sumers' dollar may be.

Effect of the Plan on Retailers, Retail Margins, and Employment.

Blue-stamp sales have amounted on an average to about 4 to 5
per cent of total food sales in the experimental cities. FEven if these
sales represented a net increase in food sales, it is evident that their
volume is not large in relation to total food sales and hence would not
be expected greatly to influence marketing cosis or employment in
the regular food channels.

The business done by means of the blue stamps is confined pri-
marily to retail stores located in low-income neighbourhoods. In the
experimental cities, 5 per cent of the stores are receiving about one-
third of the blue stamps. For at least half the retailers the blue-
stamp business amounts to less than $60 per month: for others it
greatly exceeds this amount.
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The stamp plan does not seem to have led to any significant
change in the margins charged for surplus commodities. In the Case
of “long-margin” items of which large quantities are not commonly
sold, there does appear to have been some reduction in marging by
some retailers when these were added to the surplus list. But on the
basis of the experience thus far, it seems that the effect of the plan
on margins has been negligible.

No significant increase in the number of persons employed jp
the regular focd channels appears to have accompanied the operatigpn
of the stamp plan. Most retail and wholesale firms have been able to
handle increase in business as large as those usually occasioned by the
plan without hiring additional labour or adding to their physica]
facilities.

Effect on Dietary Standards of Low-Income Consumers

In August and September 1939, the Bureau of Home Economicg
conducted a study among 1,500 families in Dayton, Ohio. to discover
what differences exist in the content and nutritive value of diets of
families participating in the Food Stamp Plan as compared with those
of their low income neighbours not included in this plan.

The significant differences in the content of diet of participantg
and non-participants were due to the higher consumption of eggs, byt.
ter and fruit by participants, with a tendency toward slightly higher
consumption of practically every item on the surplus list and of each
major class of food.

The nutritive value of the diets of participants was significantly
higher than that of non-participants for vitamin A and vitamin C ang
was more genetous in every nutrient considered. The diets of partj.
cipants and non-participants both needed reinforcement in calcium,
The August-September surplus list did not include foods that make
a significant contribution to the calcium content of diets; this coujq
be obtained if the surplus list included milk in some form or more
green leafy vegetables.

Public Reaction to the Food Stamp Plan

Since the expansion of any programme in a democracy must de-
pend upon the reaction of the peopla. the attitude of various segments
of the population are particulanly important. A number of investigs.
tions by various agencies indicate that the stamp plan is meeting with
widespread public approval. This attitude is not confined to any
particular group; the programries sppear to have the support even of
those people not directly benefiting.
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National Potentialities of the Food Stamp Plan

At present, nearly 20 millicn persons, including the families of
W.P.A. workers, are receiving or are eligible to receive public as-
sistance in some form. Assuming that 75 per cent of these people
would participate if given an opportunity, it would cost the Federal
Treasury about 375 to 400 million dollars annually to operate the
plan on a national basis for public assistance cases.

If the plan were also to include employed families in urban areas
with incomes of less than $1,000 per year. additional expenditure of
200 to 400 million dollars would be required. A programme to make
the plan available to all relief people and all employed low-income
families (that is, those with less than $1.000 p'er vear) in both rural
and urban areas would cost about 2 billion dollars.

A 400-million Dollar Food Stamp Plan would by conservative
estimate. increase farm incomes by 240 to 444 million dollars, depend-
ing on the elasticity of nonparticipants’ demand for food. This re-
presents a 4 to 7 per cent increase in farm income from food crops.

These figures are based on the assumptions that participants sub-
stitute as much as 25 per cent of their blue-stamp subsidy for normal
food expenditures and that increases in marketing charges due to the
increase in prices take one-fifth of the increase in total consumer’s
food expenditures, leaving only four-fifths to be reflected to farmers.
If the degree of substitution is reduced or if marketing charges are
not increased—both of which appear possible—the farm benefits
would be higher than these esiimates and in the opinion of the
writers, would be likely to equal or perhaps exceed the amount of
the subsidy. Under the same assumptions, a 125-million-dollar Food
Stamp Plan programme would increase farm income from food crops
by 1 to 2 per cent.

For the comumodities on the surplus list. larger percentage in-
creases in growers’' incemes would be expected in general. Estimates
based on past distribution of blue-stamp purchases among the surplus
commodities as compared with presumed “normal” consumption by
low-income consumers suggest that under a 400-million-dollar plan,
participants’ expenditures would increase by at least 3 to 5 per cent of
the value of normal domestic consumption for rice and cabbage, 6 to 8
per cent for butter snd eggs. 9 to 14 per cent for beans, lard, and
various fresh fruits and vegetables, and 23 to 26 per cent for prunes
and raisins. The exact benefits to growers cannot be estimaled since
they depend on the elasticities of demand of nonparticipants, a point
on which there are no reliable data.
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