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Appendix D 
(continued) 

Black Farm Operators in the United States 

Source: U.S:. Department of COmmerce, Bureau of the Census, 1978 Census of 
....; .... Agriculture, Vol. 1. pt. 51, Table 42, p. 209 •-..•. 
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North Da.kota., ••...••.•••••.•••.•.•• 
Ohio••....•. to • '.................' •••••• 


Oklahoma. .•.• If •••••••••••••••••••••• 
Oregon •••••• '.•••••••••••••••••••••• 
Pen.nsylvana" .•...•......••........ 
South Carol~la••••••••••••••••••••• 
South Daltota•.•....•....••.••...••. 
Tennessee•••••••••••••.•••••.•••••• 

, I 
 Texas•••••••••••••••••••••••••••••• 
. Utah••••••..•••••••••••••••••••.••... ,. 

.' Vermont ••• e'••••••• '................. . 

, Virginia...•... .; ................ ...•. 
Washin.gt01l••••••••••• ~ •••• ~ •••• ~ ••• 
West Virgm1.a•••.•.••••• "..•••.••••. 
Wiscons1n•••••••• ~.~ ••••••••••••••• 
Wyoming••••• ., ., •••• ., ••••••••••••• ., ,,'. 
All other states., •••••••• " ••••••••• 

..- .,..' 

(1978) 


Farms with sales of 

of $1.000 or more 


Farms Acres in Farms 

19 16 696 

433 31 086 

851 134 144 


21 2 526 

70 6 926 


6 451 324 665 

30 35 356 


2 405 177 765 

5 420 640 411 


3 385 


3 (D) 

3 895 331 935 


42 9 296 

46 6 927 

59 10 806 

3 231 

1 (D) 


.. 
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F:arms with sales of , 
$2~500 or more 

Farms Acres in Farms 

18 (D) 

190 25 143 

3,47 91 500 

10 1 554 

45 5 634 


2 112 219 765 

.28 (D) 


1 173 136 674 

1 876 392 753 


2 (D) 


3 (D) 
2 420 267 445 


30 8 905 

23 4 944 

48 10 013 


3 231 
. 1 (D) 

.. .. .~ 
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Appendix D 
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Black Farm Operators in cheUnited States 
(1978) : I 	
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United States•••••••••••••••• 

Al.abama. •• -•••••••••••••.•••••••••••• 
Arizona•••••••••••••••••••••••••••• 
Arka.rlsas•••••• ~ e' •••••••• ;. •••••••• ~ • 

Cal1forn1a~ •••••••••••••••••••••••• 
.colorado••••••••.•••• ~ ••.•••..•.••• 
Connecticut••••••••••••••••••••.•.• 
Delaware.••••••••••••••••••••.•.••• 
Florida... . ' ...•..•...•..........•.. 
Georgia••.••.•••••.•. ~ ..•••.•..•.•. 
Idaho ••••••••••••••••• • , ••••••.••••• 

Illinois••••••••••••••••••••••••••• 
Ind1.an.a•••••••••••••••••••••••••••• 
Iowa•••••••••••••••••••.••.••.••••• 
Kansas••••••••••••••••••••••••••••• 
Kentucky••••••••••••••••••• ~ ••••••• 
Louisiana.•••••••••••••••••••.••••. 
!la..1D.e•• '•••••••••••••••••••••••••••• 
Marylan~••••••••••••••••••••••••••• 
!tassachusetts••• ~ ••"...••••"......~•••• 
~ch~gan••••••••••••••••••••••••• "•• 

H1nnesota•••••••••••••••••••••••••• 
Mississippi•••••••••••••••.•••.•••• 
Missouri••••.••.•.•..•.••..•••••••• 
MOntana•••••••••••••••••••••••••••• 
Nebraska••••••••••••• • , ••••••••••••. 
Nevada. "••••••••••••.••••• ~ •••••••••• 
New Jersey•••"•••••••••••••••••••••• 
New Mexic.o •••.••••.•·••••••••.••••.• 
New york..•••.••••••.•..•••.••••••• 
North Carolina ..................... . 

Farms with sales of 
'$1,000 or more 

Farms with sales of 
$2.500 or more 

Farms Acres in Farms Farms Acres in Farms 

57,271 4,743,619 23,687 3.282.512 

.. 
4 791· 413 354 

92 54 561 
2.067 194 969 . 

388 31 368 
56 14 035 
10 323 
60 4 378 

2 307 149 780 
4 485 383 419 

16 9 615 

169 23 070 
107 17 838 

95 23 845 
139 50 085 

1 092 83 155 
3 296 225 860 

6 3 340 
953 48 675. 
19 836 

247 20 377 

69 19 913 
8 817 677 193 

279 44 998 
8 7 661 

, 74 50 708 
6 365 

104 4 752 
12 21 779 
75 10 171 

7 680 423 272 

1 284 218 348 
51 54 237· 

1 040 153 429 
196 28 504 

27 13 262 
4 (D) 

39 4 ·007 
772 117 300 

1 674 276 644 
12 9 501 

126 21 333 
79 16 884 
89 23 748 

103 48 143 
743 .71 442 

1 080 154,390 
4 (D) 

610 36 950 
15 534 

119 15 755 

64 19 539 
2204 322 143 

188 38 796 
7 (D) 

63 47 671 
1. (D) 

54 4 007 
3 579 

44 7 355 
4 663 357 348 

." . 4 ¥ 



The J.969 Census of Agriculture counted 87,393 black farm 

4operatorn. The coverage evaluation of the 1969 census was not 

J,, 
broken dl)wn by race. However, 

census WiriS broken down by race 

the coverage evaluation of the 1978 

and indicated that black farm 

operators were undercounted' by 34.8 percent. This percentage 

(though possibly conservative for 1969, since the .mailout lists have 

been improved since then) was used as the best available estimate of 

the 1969 undercount of black farm operators. Thus, the estimated 

number of black farm ope~ators in 1969 was adjusted upwards to 

133,973 (see text table 1.1). 
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Appendix C 


Methodology for Adjusting Undercount of the 1969 Census 


Prior to 1969, the Census of Agriculture was conducted by 

enumerators going door-to-door. For the 1969 and 1974 censuses, '., 

data were collected primarily by a self-enumeration, 

mailout-mailback procedure. Without the necessary followup, the 

1969 and 1974 censuses resulted in serious undercounts. The 1978 

Census of Agriculture was improved by adding additional mail lists 

and by "conducting a complete enumeration of all households in••• 

sample segments in rural areas... Farms enumerated in this sample 

were matched to the mail list,. The sample farms not located on the 

mail list provided reliable estimates by State of the number and 
-', 

characteristics of the farms not represented in the. mail portion of 

1the Census." 
. I 

I 
The 1969 Census of Agriculture couI).ted 2,626,403 white farm i 

2operators. According to census officials,3 a coverage 

evaluation conducted for the 1969 census estimated the overall 

undercount to be about 15 percent. Thus, the number of white farm 

operators has been adjusted upward to 3,089,885 (see text table 1.1). 

1. U.S., Department of Commerce, Bureau of the Census, 1978 Census 

of Agriculture, vol. I, pt. 51, App. C. '- ' 


2. 1974 Census of Agriculture, vol. II, pt. 3 p. 1-10. 

j : 
I ,3. John Blackledge, Branch Chief, Farm Economics, Agricultural 

DiVision, U.S. Bureau of the Census, telephone interview, Sept. 15, I : 

I1981. I 

! 

I . 
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7. Adding 5,867 undercounted blacks to 6,706 counted blacks brings 


the total number of biacks excluded by the 1974 definition to 12,572. 


The 12,572 blacks excluded by the 1974 definition are 5.8 


percent of the total (217,300) farm operators excluded. 


9. Ass,uming that the ratio of white-operated farms to black .. 

operated. farms excluded by the 1974/78 definition remained the same 

·between 1974 and 1978, we can estimate that 5.8 perceqt of the 

'468,973 total operations, 27,200 operations, excluded in the 1978 

census "Jere black-operated. Adding this number to the total number 

of blacl!;-operated farms counted under the 1978 census (57,271), 

brings the new total to 84,471 black-operated farms under the 1969 

census definition of a farm. 

10. ThEl number of nonwhit.e operated farms excluded by the 1974/78 

definit:lon can be determined by divfding the number of • 

black-Ol)erated farms by .802 (see point 4 above) t which equals 

33,915. 

11. Th.~ number of white-operated farms excluded by the 1974/78 

'·definit:lon can be determined by subtracting the nonwhite farms from 

'the tou.l farms excluded by the d,efinition,. which equals 435,058 

white-o:perated farms. Adding this number to the number of 


white-operated farms excluded in the 1978 census, 2,398,726, brings 


the new total of white-operated farms to 2,833,784 under the 1969 


census definition of a farm. 
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4. Adjusting data'for inclusion of "c;>thers": According to table 4 

of the 1974 Census of Agriculture, 8,362 "blacks and others'"were 

excluded by the 1974 definition. Blacks comprised 80.2 percent of 

3
the nonwhites with agricultural sales under $1,000 in 1974.


Thus, an estimated 6,706 operators excluded by the 1974 definition 


were black. 


5. ,Undercount of 1974 data: Appendix C-2 of the 1978 Census of 

Agriculture indicates that the 1974 census undercount for farms with 

sales under $2,500 was 25.9 percent. This was raised to.30 percent 

as a low estimate of the rate of "undercount for those with sales 

under $1,000 (which are the operations effected by the 1974 

definition). Thus adjusting for the 30 percentundercount, the 

number of farms excluded by the 1974 definition (152,110) is 

adjusted upward by 65,190 (to 217,300). 

6. Adjus ting 1974 undercount by race: According to cep.sus 


officials, blacks comprised 9 percent of those farm operators who 


would not have been counted in 1978 if the 1974 census methodology 


had been used. (See appendix C.) Applying this percentage to the 


1974 undercount(as the best possible estimate for 1974), we can 


estimate that of the 65,190 uncounted operations, 5,867 were 


black-operated. 


. 3. Ibid., p. III~9 • 
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Appendix B 


Methodcllogy For Estimating Number of Black and White Farm Operators 


Excluded by Change in the 1978 Census Definition of a Farm 


1. See ,~ppendix A for census farm definitions, by year. 
. 1 ..

2•. Appendix B-1 of the 1978 Census of Agriculture indicates that 

in 1978, .. 468,973. operations were excluded by ·the 1974/78 census 

definition of a farm that would have been counted under the 1969 

census definition. These data are not broken down by race. 

23. Table 40f the 1974 Census of Agriculture indicates that in 

1974, 152,110 operations were excluded by the 1974 definition of a 

farm that would have been counted under the 1969 definition, and 

that 5.5 percent were operated by "blacks and other races." This 

racial breakdown can be applied to the 1978 data to provide the best 

possible estimate of the number of blacks and whites excluded under 

. the 197B, definition. However, first 'the 1974 data need to be 

ad justedi because of the inclusion of "others" in the data, and for 

the undE~rcount which occurred in 1974 (see appendix C). 

1. U.S." Department of Commerce, Bureau of the Census, 1978 Census 

of Agric:ultlire, vol. 1. pt. 51. 


2. 1974 Census of Agriculture, vol. II, pt. 3, 1-7. 

. ,":~l 
.+ .. .... ' .. . . t.. . ... . . . . ;; ;q 0'" OP ., . ',,..r::;:.c*iU , 04 " $" 4' •• i ~. PC ,t .. .."_ .. , '. ~Jii.-"..r~.· .!.: .•.••. )o ... ' •.k ; ..... ;"£~~~.:'" ~.~.. : ~.... " "I'~'" • . J - •.~,;- .•• '. '. '. 
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1900 

1910 
1920 

1925 

1930 

1935 

1940 


1945 

1950 
1954 

1959' 
1964 
1969 

1974 
1978 
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Appendix A 


Farm Definitions Used in Censuses of Agriculture 


Acreage Limitations 

None 

3 or more acres 
less than 3 acres 

3 or more acres 
less than 3 acres 

3 or more acres 

less than 3 acres 

3 or more acres 

less than 3 acres 

10 or more acres 

less than 10 acres 

None 

Other criteria 

agricultural operations 
requiring continuous 
services of at least' one 
person 

any agricultural operations 
$250 worth of agricultural 
products produced f9r home 
use or sale; or constant 
services of at least one 
person 

anyagricultural'operat'ions 

$250 worth of agricultural 

products produced for home 

use or sale 


agricultural operations 
consisting of 3 or more 
acres of cropland or 
pastureland; or $150 worth 
of agricultural products 
produced for home use or sale 

, $250 worth of agricultural 
products produced for home 
use or sale 

$150 worth of agricultural 
products produced for home 
use or sale 
$150 worth of agricultural 
products produced for' sale 

$50 worth of agricultural 
products produced for sale 
$250 worth of agricultural 
products produced for sale 

$1,000 or more worth of 

agricultural products 

produced for sale 


• •• p 
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Rec:ommendation 

ThE! Farmers Home Administrator should: 

require that targets for minority participation in FmHA 

programs, including the limited resource loan program, 

be established (prior to the program year) and met at the 

county level; 

delegate additional adequately trained staff to monitor 

minority targets and participation, the quality of services 

and outreach to minorities, and conduct compliance reviews; 

develop specific interpretations of ECOA requirements and 

establish guidelines for enforcement in FmHA loan programs. 

7. FInding 

F'mHA county committees composed of three members, at least two 

of whom are farmers, determine the eligibility of FmHA farm loan 

appHcants and the limits of credit to be extended to borrowers. 

Comm.:t.ttee members are nominated by FmHA county .supervisors and 

appo~.nted by FmHA State directors. Between 1979 and 1980 the number. 

of black committee members fell 39.8 percent nationwide, despite an 

incrfaase in overall committee membership during. the same year. The 

loss of black committee members was especially severe at the State 

level, where, for example, Tennessee lost 93.3 percent of its black 

committee members, Georgia --60.7 percent, Mississippi -- 56.3 

perc:ent, Alabama - 48.6 percent, and Texas -- 45.5 percent. 

Recommendation 

The Farmers Home Administrator should ensure that county 

committees are representative of the population of the county which 
• I 

they serve. 
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rights enforcement of the Equal Credit Opportunity Act. 

Furthermore,inits own enforcement activities, OEO has failed, in 

some cases, to respond in a timely and effective manner. 

Recommendation 
i I;

The Director of USDA's Office of Equal Opportunity should: 1develop regulations, guidelines and training pertaining to 


enforcement of the Equal Credit Opportunity Act; 


require collection and evaluation of limited resource loan 


beneficiary data broken down by race,.ethnicity, and sex; 


establish specific time-frames ·for initiation and completion 


of complaint investigations and compliance reviews; 


establish procedures for follow-up regarding findings of non

compliance in complaint investigations and compliance 


reviews. 


6. Finding 

The Farmers Home Administration lacks systematic and effective 

procedures for ensuring civil rights enforcement. In particular, 

FmBA has failed to de~elop guidelines and conduct reviews monitoring 

•FmBA's compliance with the Equal Credit Opportunity Act. Similarly, 

FmHA has failed to set meaningful minority participation targets in 

a timely manper and to obtain and evaluate data on minority 

participation in the limited resource loan program. 
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, 4. Fhlding 

The Equal Credit Opportunity Act (ECOA)'prohibits discrimination 

by lenders (including the Farmers Home Administration) on the basis 

of race, color, religion, national origin, sex; marital status, age, 

receipt of public assistance benefits, and good faith exercise of 

rights under the Consumer Credit ,Protection Act. The Federal Trade 

'Commisl;ion (FTC) is authorized to enforce compliance' with ECOA in 

direct loan programs administered by the Farmers Home 

Adminbtration. However, the FTC does not monitor FmHA t s 

complillnce, nor does it investigate all complaints. And, although 

the FTI: is empowered to issue reg~lations and guidelines governing 

enforc,ement;:, it has not done so. In the absence of any guidance and 

oversight by the FTC, neither USDA nor the Farmers Home 

Administration has dev~loped an adequate ECOA enforcement program. 

Recommendation 

The Federal Trade Commission should evaluate FmHAts compliance 

with E:COA and, issue regulations and guidelines governing 

impleulentation of compliance reviews and complaint investigations to 

be conducted by the FTC, USDA, and FmHA. 

5. Flnding 

USDA's Office of E,qual Opportunity has Department-wide 

t:esponsibility for developing a comprehensive program to ensure 

equal opportunity in USDA programs. However, OEO has failed to 

monitl)r, set standards, or develop guidelines for agency civil 
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3. Finding 

The systematic consideration of minority needs and concerns in 

policy formulation and program planning is essential for a 

meaningful civil rights effort. For this reason, USDA's 'Secretary's 

Memorandum No. 1662, "USDA Policy on Civil Rights", and its 

supplements, require that all USDA agencies collect and evaluate 

accurate minority program participation data;' set minority targets 

in advance of the program year; and evaluate all proposed policies 

and procedures for their civil rights impact. However, Secretary's 

Memorandum 1662 and its supplements have not been fully 

implemented. In particular, minority progra~ participation targets 

have not been set in advance of the progr~m year and policies which 

would significantly affect minorities have been proposed without 

civil rights impact analysis. 

Recommendation 

The Secretary of Agriculture should implement all USDA civil 

rights policies arid regulations. In particular, the Secretary 

should reaffirm th~ policies and objectives of the Secretary's 

Memorandum No. 1662 and its supplements. The Secretary should 

establish procedures (e.g., requiring that the Assistant Secretary 

of, Administration "sign-off" on new policies and .procedures) to 

ensure that Office of Equal Opportunity review and approval is 

obtained prior to their implementation. 
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provide, for purposes of eligibility, a more specific 

definition of a "limited resource borrcn~er." 

require documented outreach. to minority and small farmers 

informing them of special loan programs, particularly the 

limited resource loan program. 

2. 	 F:lnding 

There has been no signiflcant Federal effort to halt the loss of 
, 
'l 

b1ack'-operated farms. Within USDA, interagency efforts to assist 

small farmers have not been targeted towards minorities. 

Furtht!rmore, those activities geared towards small farmers have 
, 

lacked direction, specific goals, systematic program evaluation. 

coordjLnation and communication among agencies, and flexibility in 

progr'Lm guidelines and regulations .necessary for their success. 

RE!commendation 

The Secretary.of Agriculture should provide for the development 

and i1l1plementation of a coordinated Department-wide progralll designed 

to assist minority farmers; All USDA agencies should be advised of 

th~ special significance and urgency of increai:iil.,; and strengthening 

services to minority farmers. Agencies should be required to 

develop plans for this purpose, with activities and goals which can 

be measured and evaluated. Special emphasis should be placed on 

outreach to minorities. Agencies should be instructed to identify 

alternative program approaches and changes in. policies and 

procedures which, if implemented, w~uld support the continued 

existence and enhance the viability of black-operated farms. 

http:Secretary.of
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the majority of blacks receiving farm operating loans did so at 

regular interest rates rather than under the special limited 

resource loan provisions intended for farmers who would have 

difficulty repaying loans at regular interest rates. In some 

States, black borrowers received proportionately fewer loans at 

low-interest rates than white borrowers. Thus, the available data 

-appear to substantiate the concerns raised by some black farmers and 

others who criticize FmHA for providing low interest loans to 

. well-established, predominantly white farmers, further compounding 

the disadvantageous and noncompetitive position of black and small 

farmers. 

Recommendations 

Congress should conduct oversight hearings on the extent to 

which USDA p·olicies and programs address the problems related to the 

loss of black-operatedfarmland~ In particular, Congress should 

examine the administration of limited resource loans to determine if 

these loans are being· made for the purposes which, and to those 

whom, Congress intended. 

The Farmers Home Administrator should revise FmHA regulations to 

ensure that farm loans are provided to those for whom Congress 

intended. For example, FmHA regulations should: 

require stricter "credit elsewhere" tests to determine 

if credit is available to applicants from other sources; 

" ; . 
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decade. With an historical mission to preserve· and enhance the 

livelihood of those family farmers in need who cannot obtain credit 

from other sources, the Farmers Home Administration of the u.s. 

Department of Agriculture is i~ a unique position to provide 

assistance that could prevent the loss of black farms. However, 

only 2.5 percent of the total amount loaned through FmHA's farm , 

credit programs in FY 1981 was awarded to black farmers. Moreover, 

in e:ach farm loan program, the proportion of loans made to blacks 

declined between 1980 and 1981. 

In order to ensure that loans are provided to disadvantaged 

fanners, Congress, in 1978, created limited resource loans. 

Twerlty-five percent of all farm ownership and farm operating loans 

WerE! to be targeted by FmHA as limited resource loans to lo~-income 

fanlers under special terms and at reduced interest rates. Congress 

spec!ifically identified minority farmers as among those who need 

spec!ial assistance and as intended beneficiaries of these loans. 

Howl~ver, allegations have been made that FmHA loans are sometimes 

inappropriately made to farmers who would be able to obtain credit 

els<ewhere if required to do so, and that limited resource loans are 

som<etimes awarded to those not truly in need. 

The Farmers Home Administration and USDA's Office of Equal 

Opportunity have failed to obtain and evaluate data on minority 

participation in the limited resource loan program. Incomplete 

limited resource loan data obtained by Commission staff reveal that 
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tho~gh meager in the overall context of American agriculture~ 

nonetheless may contribute significantly to the lives of black 

farmers,. The Commission recognizes that FmHA fnterprets its 

responsibilities narrowly, as though it were strictly a banking 

institution without a social function. However, as an agency whose 

mandate is to provide supervision and loans for essential needs to 

farmers who cannot obtain credit elsewhere, the Farmers Home 

Administration has not only the jurisdiction, but the 

responsibility, to make every effort to ensure the survival of black 

farming in America. 

Hitherto, there has been no significant Federal response to halt 

the alarming rate at which blacks are losing their farms. The need 

for intervention is immediate. To address, at least partially, the 

effects of discrimination that inhibit the success of minority 

farmers, special affirmative efforts must be made to enhance the 

viability of minority operated farms. Following are Commission 

recommendations for action which respond to findings made in this 

report. 

Findings and Recommendations 

1. Finding 

The current rate of decline of black-operated farms in the 

United' States is 2 1/2 times the rate of decline for white-operated 

farms. If the rate of black land loss continues unabated, there 

will be fewer than 10,000 black farmers at the end of the next 

• Q• . .,« ,• .~ ,...\ II 
. "." '~'9:t<;;";;. ...·.·7,··r:r~. 
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USDA's Office of Equal Opportunity and. FmHA's equal opportunity 

staff al~e too few to have an impact nationwide, and there is little 

evidenc4~ of followup to confirm that needed action has been taken to 

correct violations where they have been found; complaint resolutions 

appear t.o be ineffective and untimely. 

While compliance reviews are of critical importance, they cannot 

be relied on as the sole enforcement mechanism or motivating force 

behind civil rights compliance. It is essential that civil rights 

concern.s and goals be incorporated into regular program and 

manageJrlent objectives. Setting minority loan targets is one 

necessBlry programmatic step toward ensuring that genuine efforts are 

made tel inform minorities of FmBA programs and that minorities are 

providf!d every possible opportunity to obtain necessary financing 

for wh:Lch they are qualified. However, FmHA's failure to develop an 

effect:lve civil rights effort is reflected in the fact that county 

officels are not asked to evaluate local minority needs ,or to 

participate in setting and striving to meet minority loan targets. 

In some States, minority loan targets in 1981 .declined below the 

number of minority loans actually made in 1980. 

To prevent the complete disappearance of blacks as farm 

operators, it will be necessary for the Farmers Home Administration 

to establish, and strive towards, more ambitious goals. While civil 

right~l goals .and enforcement cannot overcome all of the 

disadvantages .that weigh against black farmers, these efforts ~ 
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farmers who are predominantly white. It has the potential, 

nonetheless, to provide the means by which many black farmers could 

continue to work their land. 

However, it appears that this potential has not been realized. 

Even the limited resource loan program has not been administered to 

the ~~efit of black farmers. The majority of black FmBA farm loan 

borrowers are not provided these low-interest, limited resource 

loans, but instead receive their loans at regular interest rates. 

In some States, black borrowers received proportionally fewer 

limited resource loans than white borrowers. 

There are indications that FmBA may be involved in the very kind 

of racial discrimination that it should be seeking to correct. 

Perceptions held by black farmers and community-based organizations, 

along with complaints and compliance review findings and ~nalysis 

of limited resource loan data all suggest that FmBA, in some 

instances, contributes to the problem rather than to its 

amelioration. 

Civil ri~hts enforcement within USDA does not address 

effectively this problem. Enforcement is dispersed .at various 

levels of USDA administration, without clear lines of authority and 


accountability. Internal investigations seldom find noncompliance; 


. sanctions are rarely applied. Compliance reviews conducted by local 


FmBA staff often involve a conflict of interest and reflect 

inadequate motivation and training; compliance reviews conducted by 

.. 
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distrust of the legal system and lending institutions, inhibiting 

SomE! blacks from seeking credit and expanding tQeir farm operations 

to vaake. them more viable, and even from writing wills. 

The Farmers Home Administration, with a historical mission to 

prel;erve and enhance the livelihood of thefamly farmer and a 

budget for farm loans that exc;eeded $6 billion in Fiscal Year 1981, 

is in a unique.position to assist black farmers. FmHA, however, has· 

not given adequate emphasis or priority to dealing with the crisis 

facing black farmers today. In 1981 blacks received only 2.5 

percent of the total dollar amount loaned through FmHA's farm credit 

pro'grams. While statistics on the rate and amount of loans awarded 

to blacks do not alone demonstrate discrimination, clearly, the 

level of assistance provided is in~ufficient to correct the effects 

of past inequities or to reflect the urgency of the problem at hand. 

Of particular concern is the limited resource loan program. 

Congress expressly intended this program to benefit minorities, 

WOlDen, low-income and beginning farmers -- those who have had 

di:fficulty obtaining credit in the. past. With lowered interest 

rates, this is t~e only farm loan program designed specifically to 

offset, to a .small degree, the historical and present circumstances' 

. tbat militate so strongly against the survival of black farms. At 

its best, the limited resource loan program would not begin to tip 

tt~scales against the majority of loan, commodity, research, and 

tELX programs that overwhelmingly favor middle and upper income 
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prey to the boll weevil and when the market was glutted, blacks were 

. least cushioned by institutional support. Fear and illiteracy 

rendered blacks easily exploited. What should have been a secure 

position in agriculture turned out to be a struggle merely for 

survival. And as black farmers struggled for survival, they 

received inadequate support from government programs which failed to 

break with a history and environment of racism. Blacks were denied 

an equitable share in public education, general,government relief, 

and special farm programs~and left disproportionately vulnerable to 
I 

seemingly neutral gross economic· and agricultural·trends and 

policies • 

. Those blacks who, against odds, have survived as farmers 

continue to suffer consequences related to the relatively small size 

of their marginal landholdings. Priorities for agricultural 

research (established and, supported in large part by State and 
I 

Federal funds), economies of scale related to mechanization, i 
I 

I 
i increased production resulting from technology, government farm 
l ,: 
I price and income supports, tax benefits, and institutional lend~ng ; i 

; 
" 

I practices all are geared to large scale farming. The benefits 
I 

! accruing to large farm operators, who are predominantly white, place j 
I 

black small farm operators in increasingly disadvantageous and 

noncompetitive positions.. The disparities reSUlting from these 

structural biases are compounded by discrimination, both real and 

perceived. This discrimination perpetuates black's historical 

I: 
I· 

I 

.' 
I 
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Chapter 6 

Conclusion, Findings, and Recommendations 

llhile all family farmers suffer the threat of displacement from 

their land, the rate of decline of black-operated farms over the 

last decade~as alarming--57 percent--a .rate of loss 2 1/2 times 

that for white-operated farms. Only.57,27l black-operated farms 

rema:Lned in 1978 compared to approximately 926,000 black-operated 

farms in 1920. Th~s, almost 94.percent of the farms operated by 

blacks have been lost since 1920, and at the current rate of loss 

there will be fewer than 10,000 black farmers in the United States. 

at the end of the next decade. 

This tragic decline of black farms is rooted in our Nation's 

racial history, especially in the South_ As related in earlier . 

chapters, freedom from slavery brought little economic independence 

to blacks. Rather than land, most blacks inherited poverty, 
. 

ill:l.teracy, and little opportunity for advancement. Sharecropping, 

whic~h should have been a stepping stone to land ownership, instead 

enSIlared blacks in a scheme designed to maintain the status quo. 

Whites violently resisted any social, economic, or educational 

1mpl~ovement on the part of blacks that might have led to disruption 

of I:he social order. Racism in extension of credit and the selling 

of land resulted in smaller and less productive landholdings for 

those blacks who were able to buy their own farms. The system of 

credit inextricably tied blacks to cotton, and both when cotton fell 
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Summary 

FmHA's civil rights enforcement is spread thinly among various 

offices at several levels. The problems inherent in this 

organizational structure of multileveled, d~ffuse enforcement are: 

1) essentially nonexistent. accountability; 2) lack of clear lines of 

authority between and across the various levels of enforcementj.and 

3) failure to administer necessary sanctions. Compliance reviews 

conducted by county and district FmHA staff appear to'be 

superficial, at best; compliance reviews conducted by National 

FmHA Equal Opportunity staff are too few and far between; compliance 

reviews conducted by USDA's Office of Equal Opportunity lack 

sufficient followup to ensure that corrective action is taken; and 

compl~int investigations fail to reach expeditious and effective 

resolutions and often involve conflicts of'interest within FmHA. 

Civil rights goals have not been incorporated into regular 

management and program objectives, as intended under the Secretary's 

Memorandum No. 1662. Minority loan targets often are not set or 

reviewed in a timely or meaningful fashion, and no data concerning 

minority participation in the limited resource loan program have i 
LI 

;, 

been obtained or evaluated. Similarly, USDA. and the Office of Equal ;,1 

Opportunity have ignored the civil rights impact of significant .,' 
proposed policies, despite the process of policy review created by 

the Secretary. 

USDA and FmHA have failed to integrate civil rights goals into 

program objectives and to adequately use enforcement mechanisms to 

ensure that minorities are provided equal opportunities in farm 

credit programs. 
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, 126
djLd not respond to the complainants until June 1981. 

A year after filing the original complaint, the remaining 'black 

farmers filed another complaint, alleging that the local FmHA office 

was retaliating against them for filing their original, still 

127
ullresolved, complaint. Several months later" FmHA notified one 

cilmpla:inant that it was proceeding with foreclosure o'nthe family f s 

128
f arm. After the notice of foreclosure, and 1 1/2 years after 

the original complaint was filed, C&A finally responded to the 

complainant with its finding of "no evidence of racial 

129discrimination... No mention was made of the earlier findings 

made by the Compliance ,Branch. 

The State FmHA Director, who played a major role in this 

complaint determination, apparently had little knowledge of the' 

earlier findings made, by the Compliance Branch. He wrote, 

•• ••• although we ~o not have a copy of their (Compliance Branch) 

x'eport, it is our understanding that this review found no evidence 

130clf discrimination in the operations of the program." 

126. James Frazier, Director, Office of Equal Opportunity, letters 
to Mrs. Mattie Norman and Mr. 'Willie Matthews, June 19, 1981 
(hereafter cited as Frazier Letter.to Norman and Matthews). In the 
meantime, one of the complainants died and his wife 'had a nervous 
breakdown due, according to the family, to the stress caused by the 
threat of losing their farm. John Garland,' Telephone Interview, , 
Apr. 1, 1981., 

127. John Garland, Letter to James F:razier, Feb. 9, 1981. 

128. Daughtry letter • 

129. Frazier let ter to Norman and l-Iatthews'. 

.130. James Johnson, State Director, North Carolina, Farmers Home,t,::,. ~ 

l 
I 

Administration, USDA, letter to 'William Tippins, Chief, Equal 
'Dpportunity Staff, Farmers Home Administration, USDA, Sept. 3, 1980. 

.. : 

http:Letter.to
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The lack of a swift and effective· compla~nt process can cause 

great harm to individuals, with grievances in need of prompt 

resolution. For minority small farmers, an unreasonable delay in 

processing an FmHA complaint can cost them the loss of the seasOn's 

crop, and u~timately their farms. 

Black farmers in North Carolina filed a discrimination 


. 123

complaint against FmHA in February 1980. The Compliance Branch 

of OEO conducted a special investigation into the practices.of this 
'" I 

local FmHA office 2 months after the complaint was filed and found 

evidence of a variety of discriminatory actions, including 
" 

discrepancies in the real estate appraisal of farmland owned by 

blacks, inordinate waiting periods between applications and loan 

approval for blacks, absence of deferred loan payment schedules for 

blacks; requirements that some blacks agree to voluntary liquidation 

of their property (should they default on their loans) as a loan 

condition, and disparities in the number and amount of economic 

. 124 
emergency loans made to blacks. However, the Compliance Branch 

125did not provide ·the complainants with these findings. . The 

Complaints and Appeals Branch conducted its own investigation, but 

123. John Garland Letter to James Frazier, Feb. 8, 1980. 

i 

i 

124. and 

125. The findings were presented to the Associate Administrator of 
FmHA in a meeting arranged by the Assistant Secretary for 
Administration. Memorandum from James Frazier, Director, Office of 
Equal Opportunity, USDA, to Joan Wallace, Assistant Secretary for 
Administration, USDA, June 23, 1980. 
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complaint files did not provide 

justification for the findings. made. 

Rather, it seemed that an investigation 

proceeded until the point was reached where 

the action taken by the recipient [Title VI 

120
entity] was able to be substantiated. 

A COBmission staff review ,of 10 randomly selected complaints filed 

agairLst FmHA also revealed the inefficacy of the complaint' 

procE!ss.12l For example, 'one complaint, filed in November 1979, 

claitlled racial discrimination in FmHA rental housing in 

. Miss:ls,sippi. A C&A investigation reported the housing units to 

be ol:cupied by whites only despite numerous affidavits from blacks 

testifying that they had placed their names on waiting lists prior 

to whites who had been subsequently admitted to the rental units • 

C&A summarized these facts, without specifically stating any 

conc:lusion or finding of discrimination, and sent it back to the 

locill FmHA office for "corrective action" in July 1980. No' 

spe(:ific acdon or remedy was suggested by C&A. As of December 

1980, there was no record in the file of any finding or corrective 

act:lon taken by either C&A or FmHA regarding the complaint.122 

120. Ibid. t p. 50. 

121. C&A complaint files Dec. 8, 1980. 

122. Under regulations governing Title VI complaints, "[aJgency
.'. i..~. , 	 hes.ds will advise OEO within 30 days of their recommendations and 

prclposed actions. In cases where corrective action cannot be' 
~·.f t t . 
.. 'j 	 cOlllpleted within 30 days, the agency will submit a ·timetable of 


plllnned actions and a progress report every 30 days to OEO. The 

adf!quacy of corrective action 'in cases whel;e discriminati .n is 

eSl:ablished will be determined by the Director, OEO." S AR §5l 


. 	 (1976) •. 
.~., . 

....."\';\~.~.QS •. : .f,9t#. :::.,1, '. 4 ~ •• ' .••• ' .. ':'J.J,iJ..-C;,).c:p ..'Q4C ";Ui.. s:.'*i!'.t:'.'!· ..·.··;.~~~:.,.J.C!wB±W~. 
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complainants. 117 For example, FmHA may simply refer to the' 

regulation which provided a legal basis for denying a loan to the 

complainant, without responding to charges that the complainant was 

discouraged by FmHA from filing a loan application, that FmHA did 

not make a sincere effort to assist the applicant in filing an 'I 

" 

application or "Farm and Home Plan" which would comply with FmHA 

requirements, or that FmHA did not inform the applicant of all 

, , l~
possible types of loan assistance. 

The Department of Justice reported that USDA's complaint 

regulations, scattered in various agency guidelines, are completely 

inadequate; they "do not set forth the specific steps in the 

complaint process, including notification of the complainant; 

interview procedures; essential records for review; timeframes for 

each step; and a system of monitoring the complaint.,,119 The 

Justice Department's review'of seven C&A Title VI complaint files 

found 

•••• no comparative data to show how other 


applicants or beneficiaries" similarly situated 


to the complainant, were treated; nor was there 


any indication that the reviewers had examined 


project records. The material contained in the 


117. C&A complaint files Sept. 25, 1981. 

118. Required under FmHA regulations 7 C.F.R. §19l0.3(a),(c) and 

§19l0.7. 


119. Evaluation of Title VI Enforcement, p. 51. 
'J;', I' 
" ! 
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112since 1969. ' Only three c~ses resulted in corrective action 

during 1979. 113 

Even when C&A or its contractors'conduct its own investigation, 

the outcome of the complaint depends heavily on the responsiveness 

of the agency subject to the complaint. C&A complaint investigation 

reports do not present findings or recommend corrective 

114action. They simply provide a written record of affidavits and . 

interviews, without analyzing or offering an interpretation of the 

115events. This written record is transmitted, along with a very 

brief summary of the investigation, to the agency under 

investigation. The agency is then asked to respond to this 

investigation report within 30,days.116 Review of these files 

suggests that FmHA may have a tendency to reassert its position in 

cases without necessarily responding to relevant issues raised by 

112. Froe Interview. According to the Equal Opportunity Report: 
USDA-1980, two complaints "resulted in a finding of discrimination 
and some corrective action •••• Since judgement factors and other 
intangibles make it extremely difficult to determine discrimination. 
the number of proven cases of discrimination is small. 'However, a 
substantial number of cases have resulted in corrective action ••• ~" 
Ibid., p. 7. ' . 

113. Equal Opportunity Report: USDA-1979, p. 14. 

114. OEO does have the authority to make findings of 
discrimination. 9 AR §5l(1976). 

115. USCCR staff review of C&A complaint files in Washington, D.C., 
Sept. 25, 1981, (hereafter cited as C&A complaint files) • 

116. 9 AR §5l (1976). 
i 
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closing all farm loan complaints (those with and without 
. . 	 . W6 

investigations) is 5 1/2 	half months. As of January 1981, 104 

of 134 active direct assistance and Title VI complaints filed 

107
against FmBA were pending more than 90 days.. As of December 

1980, 16 cases remained open from 1979, 2 from 1978, and 1 from 

1977 .108 

There are no regulations 	requiring processing direct assistance 

. f 109complaints within any specific time rames. Regulations 

governing Title VI complaints require that agencies asked to conduct 

preliminary investigations report their findings toOEO within 30 
110 ' 

days. The. regulations, however, do not provide timeframes for 

completing Title VI investigations conducted by OEO. 111 

The complaint process appears to be ·ineffective as well as 

untimely. According to the C&A Chief, the unit made only one 

finding of discrimination in 1980, and this involved a case pending 

106. C&A compiaint log Sept. 25, 1981. 

107. James Frazier, Director, Office of Equal Opportunity,'USDA, 
letter to Gordon Cavanaugh, Administrator, Farmers Home 
Administration, USDA, Jan. 16, 1981 (copy reviewed by USCCR staff in 
OEO, USDA files). . 

108. C&A complaint log Dec. 8, 1980. 

109. Provisions for' the proceSSing of direct complaints are found 
at 7 C.F.R. §15.52(b)(1980) and 9 AR §52(1976). 

110. 9 AR 51. 

111. Id. 

.,, 

;1
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complaints are either sent back to the field offices through the 

relevant agency, for "preliminary inquiry"-.requesting specific 

information~-or are contracted outside of USDA for 

. 100
investigation. According to the C&A Chief, the unit selects 

for its own investigation those .complaints·which appear on their 

face to have the most valid claims, whi~e sending back to the field 

clffice those complaints which appear to have less merit. Be 

a.cknowledges that sending complaints back for inquiry to the field 

offices, which are themselves the subjects of the complaints, 

}:Iresents an inevitable conflict of interestlOl_- which may explain 

~lhy' "most complaints referred [back] to the agencies for preliminary 
, 102

:I.nquiry are closed on the basis of the inquiry report findings." 

Despite the fact that more than half of all farm loan 

. 103 . 


c:omplaints are sent back to FmBA for "preliminary inquiry" and 
) . 

ILbout 90 percent of these complaints are closed without OEO 

j ' i ti 104 h lOS i be i i d.nvest ga on, t e average t me span tween rece v ng an 

lOO. Ibid. According to Froe, 81 complaints were contracted out 
jcor investigation in FY 1980 to persons retired from 000 or USDA IS 

Office of Inspector General. 

101. Ibid. 

102. Evaluation of Title VI Enforcement, p.49, n. 94. 

103. C&A complaint log Sept. 25, 1981. 

104. Dana Froe, interview in Washington, D. C., Sept. 25, 1981 • 

.lOS. The"average" was both the arithmetic mean and the median time 

.span for complaints. 

• 
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96
ownership loan programs. A review of the complaint log in 

December 1980 revealed that 113 of 198 FmHA complaints filed in the 
. 97 

calendar year alleged racial discrimination. 

·The Complaints and Appeals staff (C&A), within OEO, has been 

delegated responsibility·for handling all complaints (except 

98 .
employment) alleging d;scrimination in USDA programs. As a 

matter of policy, complaints received at the local office level, ·or. 

by the FmHA national office, are referred to C&A staff in the Office 

of Equal Opportunity to ensure a professional and impartial 

investigation. In practice, however, with a staff of five 

professionals and one supervisor, C&A actually investigates fewer 
. 99 

than one-third of all complaints it receives. The remaining 

96. Ibid., p. 7. 

97. USCCR staff review of the Complaints and Appeals Division 
complaint log, in Washington, D.C., Dec, 8, 1980 (hereafter cited as 
C&A complaint log). Of the remaining complaints, 39 alleged 
discrimination based on sex, 23 based on marital status, 17 based on 
national origin, and 6 based on religion. 

98. USDA Administrative Regulations authorize the Director, Office 
of Equal Opportunity, to set "procedures for handling complaints 
alleging discrimination in USDA programs and activities,except 
·Federal employment, and [to approve1 corrective action." 9 AR §3 
(R)(1976). I 

! 
~ I99. Dana Froe, Chief, Complaints and Appeals· Division, interview in I:,,.'Washington, D.C., Dec. 8, 1980 (hereafter cited as Froe Interview.) 


According to Froe, C&A's budget calls for 20 onsite investigations 

per staff person per year -- a total of 120 trips. A USDA task 

force assigned to study C&A~s caseload in 1978 found that C&A needed 

22 staff to investigate all USDA complaints. As an alternative to 

hiring these additional staff, the task force recClmmended that C&A 
receive additional funds to hire private contractor investigators. 

~.aa.*.t=4e44. J e. La p •• 
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93
made i1[1 the ongoing practices of this county office. FmBA' s 

Deputy Administrator for Farm and Family Programs has indicated that 

he nev,er saw OEO t S compliance review report, nor had, knowledge of' 

some of its findings. He did not require that corrective actions be 

. 	 94
taken by the affected FmHA office. Thus, without followup by 

the Compliance Branch, there is no way to know whether deficiencies 

in the operations of this FmHA office continue to contribute to the 

loss of black-owned land in North Carolina. 

2. Complaints and Appeals Division 

AEI 	 the subject of 202 complaints out of a total of 393 filed 
, 95 ' 

againnt USDA in Fiscal Year 1980, the Farmers Home 

Adminlstration leads all USDA agencies in civil rights complaints. 
•

Eighty-five of these complaints involved farm operating or farm 

93. lJSCCR staff review of USDA/OEO compliance review file, 
"FmHA:-7600-Gates and Hertford Counties,North Carolina - Special 
Proje,cts," Washington, D. C., Aug. 21, 1981. At least one of the 
black farmers involved in,bringing about this special review has 
~eceived a notification of foreclosure possibly indicating that 
problems in this office have not been resolved. Robert L. Daughtry, 
FmHA county supervisor, letter to Hattie J. Norman, Apr. 17, 1981, 
(hereafter cited as Daughtry Letter). 

94. Meeting between Farmers Home Administration and Commission 
ftaff, Jan. 6, 1982. The Deputy Administrator said he personally 

'. looked into the discrimination complaints filed against this county 
.~\?:"",: .~ FmHA office and was satisfied that the complainants were not treated 
". II in a discriminatory manner • 

...",:\... ..: ... 
"," .. ' . 

95. Equal Opportunity Report:, USDA--1980, p. 5. 

J. .' . 
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The Office of Equal opportunity sends its compliance 

investigation findings and recommendations to the FmRA Equal 

Opportunity Staff Director for ~ollow up by FmHA line management. 

However, there is no direct line of authority between OEO and FmHA. 

Based on a review of the compliauc'e files, there is little recorded 

followup by the Compliance Branch, and it is difficult to determine 

what actions 'have actually been taken by FmHA to correct problems 

90 once they have been identified. 

For example, a Compliance Branch review of a North Carolina FmHA 

county office revealed numerous "deficiencies," including inordinate 

delays between application and loan approvals, and other 

irregularities, in the processing of loans for blacks.9l OEO 

attempted to correct the problems: "Almost immediately after the 

review, a discussion ensued between FmHA officials and OEO 

specialists to rectify the ••• deficiencies. This resulted in 

farmers obtaining loans to continue the operation of their farms and 

92retain land ownership." However, no followup has been conducted 

by the Compliance Branch to determine if necessary changes have, been 

90. USCCR'staff review of'files, USDA/OEO Compliance 
Investigations, in Washington, D.C., Apr. 23, 1981. 

91. Equal Opportunity Report: USDA Program 1980, pp., 30-31. 

92. Ibid., p. 31. 
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86Investigation reports also frequently noted the following: 

-- The rate of minority participation in FmHA 

farm loan programs was not proportional to their 

87
population in the community served~ 

-- County offices did not set or attempt to meet 

targets for minority loans • 

. -- County FmHA offices were not employing 

minorities in proportion to the population in the 

88community served. 

-- Letters of loan rejections did not always 

contain the notification of ECOA's prohibition 

against discrimination, and the identification 
,,:... 
\ ... , ......."',....... . and address of the Federal Trade Commission as 
;' •• 0 • 

the agency with ECOA enforcement 


89
responsibility. 

". 
86. USCCR staff review of files, USDA/OEO Compliance investigations.. ,' 

ojf FmBA, in Washington, D.C., Apr. 23, 1981.'~'.~~'.. :~ 

87. This is not considered by OEO to be a finding of 
d:Lscrimination. OEO has not determined what the eligible population 
hlse is for farm loans and leaves this determination to FmHA. 

88. This has notbe~n established as a criteria for civil rights 
c1:nnp1iance. 

8'~. Required by Regulation B, at 12 C.F.R. §202.9(a)(2)(1981). 
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Findings 

(l) Lack of regular, systematic 

outreach program efforts. 

(2) "And Justice for All" posters 

not displayed in county and district 

offices. 

(3) Equal Employment Opportunity 

Instances 

12 

7 

(EEO) posters not displayed 


in Title VI recipients' district 


facilities. 6 


(4) Civil Rights training not provided 


to county and district personnel. 9 


(5) Equal Credit Opportunity Act (ECOA) 

training not provided to county and 

district personnel. 5 ~ i
, ! 

(6) Compliance reviews not conducted 


of Title VI programs. 3 


(7) 	Lack of nondiscrimination statement 

, , , 85 


in news items of 	public interest. 24 

85. Ibid., p. 29. The OEO report does not define "deficiencies." 

,. 
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b. Compliance Branch 

The ~ompliance Branch has a staff of nine compliance reviewers, 

three· supervisors, and the Branch Chief.. Each year the branch 

conducts approximately 80 compliance reviews of various USDA agency· 

field offices; in Fi.scal Year 1980, 24 reviews of FmHA district and 

82county offices were. conducted in eight States. Compliance· 

reviE!w sites were selected bS.sed on information gathered by OEO's 

Complaints and Appeals Division, program participation data 

. 83
evaluated by PP&E, and census data. Reviews included 

exam:Lnation of applications and loan files for Title VI programs and 

direl::t assistance; reviews of documented outreach efforts; 

"int'erviews with district and county FmHA personnel, grassroot~ 

organization officials, minority program borrowers and 

beneficiaries; and op~ite inspection of rural rental housing units 
. 84 

and FmHA financial subdivisions." According to an OEO report, 

the compliance inves~igations of FmHA found the following 

"de1:iciencies": 

82. Equal Opportunity Report: USDA--1980, p. 28. ·FmHA has more 
thail 2,000 district and county offices nationwide. USDA, Farmers 
Hom.:! Administration,' "A .Brief History of the Farmers Home 
Adm.i.nistration," January 1981, p. 1. 

83. James Hood, Ch!ef, Compliance Branch, Office of Equal 
Opportunity, USDA, interview in Washington, D.C., Mar. 6, 1981. 

84. Equal Opportunity Report: USDA--1980, p. 28. 

• '.i'. .. . 
.'- ,. • ..".". I,," _ " .:." 
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proposal had been adopted by Congress, the resulting legislation 
, < I 

would have eliminated the only FmHA farm loans specifically intended 

to benefit minority farmers. No ci,vil rights impact analysis was 
, i 

, " 

conducted of this major policy proposal as required by Supplement 8 

of Secretary's Memorandum No. 1162, de,spite· the fact that such a 

policy would clearly serve to speed the loss of minority operated 

, 81
farms in this country. r,Thus, while the Program Planning and Evaluation Branch has major I' 

responsibility for designing systems to evaluate and target minority ii' 
Iii 

participation in USDA programs and for analyzing civil rights impact 
" 

I:
of USDA proposed policies. implementation of these responsibilities " I, " 

has fallen short of it~ potential. 
J 
Ii 
I 

I: 
i i 

: I 
81. Congress kept the program but lowered the Fiscal Year 1982 i! 

III 

funds authorized for limited resource loans from 25 percent to 20 
percent of all FmHA farm ownership and operating loans. In 
addition, Congress raised interest rates for limited resource farm , 

ownership loans" to one-half the cost of money to the government and i 
limited resource farm operating loans to 3 percentage points' below , I 

I 

the cost of money~ . Omnibus Budget lleconciliation Act of 1981, Pub. 
L. No. 97-35, Sec. l60(a)(3)(B), (b)(3). 95 Stat 377, reprinted in 
U.S~ Code Congo & Ad. News 377 (Supp. 7, Sept. 1981). This new 
legislation will reduce the rate at which limited resource loans are 
made in Fiscal Year 1982 and make it increasingly difficult for 
black small farmers to afford and qualify for such loans due to 
higher interest rates. 

I 
i 

I : 

I 
" 
I 

I 

I 

' .,'---_.."._-_.__ . .-....,., " . 

, ..:~.~~.~: 



160 

78 . 
llhile very general guiaelines were issued,. the requirement 

for. c::ivil rights impact analyses has not been fully implemented. 

Desp:lte the instructions of the Secretary's Memorandum, OEO has no 

line authority over any agency, and, in practice, proposed changes 

and 'new policies may be and are implemented without OEO's approval. 

OEO relies on the initiatiVe of each agency to identify proposed 

policies and change~ in program activities. This reliance on agency 

1nitiative does not guarantee that OEO staff intercepts even the 

most important or relevant policies as they are being proposed. In 

;~'~!;i.' 1980" only 47 policies were reviewed compared to more than twice 
. ·l 

"..... 
, 

,1 
} 

. 79· · .., that number (120) reviewed in 1979. Without a comprehensive 

. ;:"i'.... '1'
" list: of proposed policies, programs, legislative actions, and 

· i
·"T, regulations there is no way to determine what proportion of USDA 

prOI)Osals OEO reviews. 

USDA has, in fact, proposed major policy changes with serious

'··.:.'..1, 

, . I 


, 
 , civ:ll right~ implications absent any review by OEO. The President's 
, , 

,\ 1982 budget proposal to abolish FmHA's low interest, limited 
'\ 

res.ource loans is a critical example~80 If the President's
" , 

78. U.S., Department of Agriculture, Office of Equal Opportunity, 
"Guidelines and Instructions for Preparing a Civil Rights Impact 
Statement," (undated). 

79. William Payne, Chief, Program Planning and Evaluation Branch, 
Office of Equal Opportunity, USDA, interview in Washington, D.C., 
No'V'. 12, ,1980. 

80. Dwight Calhoun, Acting Administrator, Farmers Home 
AdudDistration, USDA, testimony, Hearing before the U.S. House 
Coumdttee on Appropriations, Subcommittee on Agriculture, Rural 
Development and Related Agencies, 97th Cong., 1st Sess., Mar. 19, 
19f1l (p. 8 of prepared statement). 

~----, 
..:,:' ::~1~::j·· ~""::"'i"::\' .; ~.: .:, "",-,... 
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i. 

74 
targets for, USDA program services. And yet, minority 

participation in limited resource loan. programs .has riot been 

evaluated by either OEO or, as noted above, FmHA. Targeting has 

not been meaningful, as demonstrated by the analysis of the farm 

ownership loan program in chapter 4 and the failure of FmHA's EOS 

to receive State targets for 1981 in a timely fashion. 

75 . 
Furthermore, targeting is nonexistent in programs such as the 

economic emergency and disaster emergency loan programs, which 

accounted for more than 75 percent of the total dollars loaned by 

76
FmHA in 1981.

Additional-ly, .under Supplement 8 of Memorandum No. 1662, the 

Assistant Secretary for Administration was to issue guidelines for 

agency preparation of civil rights impact statements and to provide 

assistance when needed. Impact Statements prepared by the agencies 

were then to be submitted to the Assistant Secretary for 

Administration for review and returned within 5 working days "with 

approval or for reconsideration where unfavorable c~vil rights 

77impact exists without sufficient off-setting action." 

74. OEOis assigned responsibility to provide instruction, counsel, 
and evaluation reports regarding minority participation and 
targeting in Secretary's Memorandum No. 1662, Supp. 5 and at 9AR 
§§3(T)-(U), 21(1976) • 

.75. U.S., Department of Agriculture, Farmers Home Administration, 
Computer data entitled "Racial Program Participation by Fiscal 
Years," .Report Code 631 (hereafter cited as Report Code 631). 

76. Report Code 631 (FY 1981). 

77. Secretary's Memorandum No. 1662, Supp. 8,p. 2. 

.. .. -- " . ,- .....: ..... ...~.'.-'""~. . .. . 
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~ 
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This supplement to Secretary's Memorandum 

No. 1662 provides a mechanism whereby 

inadvertent discrimination in proposed major 

policy action~ can be detected and 

ameliorated with off-setting measures or 

alternative actions before implementation. 

To assure that adequate .consideration is 

given to the civil rights implications of 

all proposed major policy actions, Agency 

Heads will be responsible for preparing a 

civil rights impact statement for all such 

actions. 72 

'I'he Assistant Secretary for Administration and the Office of 

Equal. Opportunity were given major responsibility for ensuring 

.' .... implEtmentation of Secretary t s Memorandum No. 1662 and its 
, . 73'••. *' ' 

" ... 'i
~. 
I 

supplements. However, in the absence of a direct l~ne of::~. 
, \' 

:>··U authority between the Assistant Secretary for Administration and 
. , ;....~ 

., ~. ,other agency administrators (see organizational chart, Figure 5.1), 
r'. 

'.''!;,' I ~ 
l' the lC'equired procedures appear to have broken down, and the 

'..••••·t!! :.~, ~ I objel:tives of the Secretary t s Memorandum No. 1662 and its
'''', l,): 

"~" it;.'.., .. ~ , supplements have yet to be accomplished in FIIIHA programs. 

.•. ,.... t.;,

:For example, the Office of Equal Opportunity is responsible for 
, \ ". ~ 

establishing standards for evaluating minority participation in, and 

~------~-----------

72. Ibid., p.l. 

73. See footnotes 74 and 77. 

http:actions.72
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.•••USDA Agencies with Title VI or direct 

assis.tance programs will incorporate targets for 

the delivery. of program benefits to minority 

groups into their advance program planning 

procedures. The systematic inclusion of minority 

consider~tions informal program planning efforts 

will serve two major purposes: (1) promote 

parity of participation by minority groups in the 

benefits of USDA programs, and (2) provide 

approved targets against which performance can be 
. 10 

measured. 

The Secretary, in a further effort to increase agency awareness of, 

and responsiveness to, relevant civ~l rights concerns, issued, in 

June 1976, another supplement to Memorandum No. 1662, 
. . . . 71 

entitled "Civil Rights Considerations of Policy Action." ·This. 

memorandum required agency heads to review proposed policies, 

programs, legislative actions, and regulations for their potential 

civil'rights impact: 

70. U.S., Department of Agriculture, Office of the Secretary, 
Secretary's Memorandum No~ 1662, Supp. 5, "USDA Policy on Civil 
Rights," May 18, 1972, p. 1 (hereafter cited as Secretary's 
Memorandum No. 1662, Supp. 5). Targeting services for minorities is 
also required by USDA Administrative Regulations at 9 AR 
§2l(B)(1976). 

71. U.S., Department of Agriculture, Office of the Secretary, 
Secretary's Memorandum No.· 1662, Supp. 8, "Civil Rights 
Considerations of Policy Actions," June 28, 1976 (hereafter cited as 
Secretary's Memorandum No. 1662, Supp. 8). 
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over tllle past decade, as successive Secretaries attempted to develop 

a meaningful civil rights program. 

In September 1969 the Secretary of Agriculture issued 

Secretaryt s Memorandum No. 1662, "USDA Policy on Civil Rights.,,68 

The memorandum called for civil rights training among agency heads 

and supervisory staff at all levels; developing base data for 

measuI'ing and evaluating the quality of program services delivered 

to mirlority groups; eliminating segregation and discrimination in' 

progrllms and employment; and "[ c]orrect ling] programs that have been 

conduc:ted in ways tha~ permit economic barriers or social 

inhib:ltions to limit participation of certain racial, color, or 

natio:nality groups, even though such programs are announced as 

avail.able to all persons.·'69 

A series of supplemental memoranda followed over the next 7 

years. To increase USDA services to minorities, Supplement 5 to 

Memorandum No. 1662, issued in May 1972, directed agencies to 

incoI'porate targets for minority services, into program planning: 

Progress in the delivery of USDA program benefits 

to minority groups has been uneven among agencies 

and progtams, with some AgenCies still far short 

of achieving parity in access to and participation 

in programs•••• 

68. U.S., Department of Agriculture, Office of the Secretary, 
Secretaryt s Memorandum No. 1~62, "USDA Policy on Civil Rights," 
Sept. 23, 1969. 

69. Ibid., pp. 1-3. 

,a 
J 
f ,) , 


..

.• J.,
~ 

1 
I, 
i 

"';l~
I, 

," . I' . . 

,. 

'I', Ii 

:~... . 

,~, 

i 
I 

\. 
I. 

.. 


.. .... ....... » t - oJ: • ... ;., ?(,tc;3.1
'~-,,~~------------------~------------------~----~----~----~----~... 
...-.> ;:~,:,~ :;~' :,;.~.. :::.... ;';:',~:.:;,.,;." .. -, ;.. ',1', .- :'.: <~... , :;: :'~:.: -~":':'''.,,,, ~ :.'~ v>.~~·:·~\~~·~ :.;~...... ..:.~'!~':'i-~"'~~~;;tft.~. 
. . ".'". 



, 

155 

1. Civil Rights Division 

The Civil Rights Division is responsible for coordinating, 

monitoring, and enforcing compliance with discrimination 

prohibitions in USDA programs and activities. It coordinates civil 

rights impact analyses of major USDA policy decisions and develops 

policies and program approaches implementing civil rights laws in 

USDA programs. The Division also evaluates data systems "designed 

to.target and measure" minority and female participation in the 

66Department's programs. The Division is divided into two 

branches: Program Planning and Evaluation, and Compliance. 

While many of the Civil Rights Divisions' responsibilities 

overlap with responsibilities of agency (such as FmHA) Equal 

Opportunity staff, the units basically operate independently of each 

other with very little cooperation or coordination. There is no 

direct line of authority between them. 

a. Program Planning and Evaluation Branch 

The Program Planning andEv~luation Branch (PP&E) analyzes 

minority program participation data furnished by program agencies 

and compiles the annual Equal Opportunity Report: USDA Programs. 

In addition, PP&E is responsible for evaluating minority 

participation targets for all agency programs and reviewing agency 

67civil rights impact s,tatements. These responsibilities evolved 

66. Equal Opportunity Report: USDA--1980, p. 24. 

67. For a more detailed discussion of civil rights impact 

statements, see text accompanying footnotes 70-71 in this chapter. 
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Similarly, in reviewing minority participation in FmHA loan 

pI'ograms, EOS never has analyzed data pertaining to the limited 

rEisource loan program. Despite the "particular relevance of this 

pI'ogram to minorities, these data, stored on computer, never have 

bEien obtained by EOS. 63 

USDA "s Office of Equal Opportunity 

The Office of Equal Opportunity (OEO), within the Office of the. 

AElsistant Secretary for Administration, has authority to develop "a 

cc~prehensive program to assure equal opportunity for all persons in 

all aspects of USDA programs without regard to race,. color, national 

o]~i gi n, sex or reIigi on... ..64 OEO' s program enforcement dut i es 

al~e divided between the Civil Rights Division, and the Complaints 

. 65 
aud Appeals staff. A third arm of OEO, the Equal Employment 

0l~portunity Division, deals with internal USDA employment and is not 
. o. 

d:lscussed here • 

. ,, .. .. ' . 
' .. 

6:3. Ibid. Hr. Smith stated his belief that such data did not 
e:dst. However, USCCR staff have obtained some of these data, which 
are analyzed in chapter 4 • 

. ".~.-.:.:' 

64. 9 AR §2. 

65. A reorganization of USDA's Office of Equal Opportunity was 
proposed in August 1981 but was not yet approved as of Jan. 25, 
1982. The reorganization places the Complaints and Appeals staff 
w'ithin the Civil Rights Division,. but does not appear to affect the 
overall functions of the Division. Bill Payne, Acting Chief, Civil 
R.ights Division, OEO, USDA, interview in Washington, D.C., September 
25, 1981 • 

.. , .w.•..,....::-----.. --r---...,.-' 
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by DoJ. "[T]here is no compliance. review manual to provide the 

necessary instruction and guidance for compliance reviewers; 

instead, the materials presented are outdated and lack specificity 

. ..60
and compre hensiveness. 

EOS is also responsible for evaluating minority participation 


61

data and State targets fo.,: minority loans. State FmBA offices 

are asked to provide the national office with their loan targets-

projected goals of the number of loans they will make, by program 

type, broken down by race. However, midway through Fiscal Year 

1981, EOS had not yet received FY 1981."projected" targets for a 

substantial number of·States. 62 

60. Evaluation of Title VI Enforcement, p. 13. The comments 

expressed by FmBA county supervisors, at a training course observed 

by DoJ staff, confirmed that serious prejudices were held by some 

FmBA personnel. "[O]ne district director said he knew when an 

applicant came to his office if he would approve the loan request; 

when asked how to remedy the situation of segregated facilities, one 

response was that integration cannot be forced, three others said 

they did not know, and another disagreed that facilities had to be 


.available to everyone; one participant spoke of the continual 
badgering by the FmBA national office; and in listing possible 
minority contacts to interview while conducting reViews, the group 
list~d law enforcement officers, bankers, and county commissioners." 
Ibid., p. 12. 

The EOS director states that EOS is in the process of 

developing training, regulations, and a manual for ECOA 

enforcement. He hopes to have the regulations issued by the end of 

Fiscal Year 1982. . (Meeting between Farmers Home Administration and 

Commission staff, Jan. 6, 1982.) 


61. 9 AR §2l. 

62. Ras Smith, equal opportunity specialist for FmBA's EOS, 

interview in Washington, D.C., Mar. 18, 1981. 


~ 
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The impact of EOS, which has no line authority over field or 

State offices, is negligible. While EOS is responsible for 

54developing a comprehensive review program, it has not monitored 

or evaluated the compliance program reviews conducted by the field 

offices, nor performed desk audits; nor does it have. a systematic 

55
method fot conducting its own reviews. . In Fiscal Year 1980 EOS 

conducted only four onsite reviews, described as "outreach 

ef~orts;"56 three investigations were carried over from 1979; no 

findings of noncompliance were made, and four compliance reviews 

57 were still. pending at the beginning of Fiscal Year 1981. 

Furthermore, according to the Justice Department, "[!]hat should 

be the principal concerns of the EO Office--training, development 

of compliance guidelines and standards for bilingual services and 

out.reach programs, and the conduct of special activities and reviews 

58--have not been properly met." EOS conducted or assisted in 12 

cO'Dlpliance revIew training sessions of field Istaff during 1980; six 

of these training sessions were contracted to outside 

consultants. 59 This training was sharply criticized as inadequate 

54.. 9 AR §22(A)(5)(1976). 

55" Scanlon Interview. 

56 .. Ibid. Scanlon described these reviews as "outreach," while 
OEO's A-ll report described them as "compliance investigations." 

57. OEO, A-ll Report. From the report it was not clear if the 
in'l7estigations carr.ied over from 1979 were the same investigations 
cOitlducted in 1980 and still pending in 1981. EOS staff were unable 
to clarify the report. Smith and Scanlon Interview. 

58. Evaluation of Title VI Enforcement, p. 10. 
" 

-."= 1 

I 
59. OEO, A-ll Report. 

•
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FmBA National Office Equal opportunity Staff 

The Equal Opportunity Staff (EOS) unit within the National 


Office of FmBA is respon'sible for civil rights oversight of FmBA' s 


National, State,and field offices. According to USDA's 


I 
! 

Administrative regulations, each agency is responsible for 


"assigning sufficient full time staff re~ources for the development 


and implementation of a comprehensive ciVil rights compliance 


52 program within the agency". The Equal Opportunity Staff unit, 
. . '·I,'

.1 
I'responsible to the FmBA Administrator, is a key link in ensuring I

implementation of top managementts civil rights policies and 


priorities. its essential functions are planning, monitoring, and 


evaluating FmBA civil rights performance and informing the 

I 

IAdministrator of problems within the agency. ! 

However, with only a director and three staff to ensure eq~al I. 
opportunity in direct services provided by more than 2,000 county 

and district FmBA offices as well as in services provided by Title 

VI recipients, FmBA has clearly assigned an insufficient number of 

staff to comply with this regulation. According to the EOS 

Director, the Farmers Home Administration is "in no position to 

enforce compliance with civil rights laws."53 

52. USDA's Administrative Regulations 9 AR §22(A)(4)(1976). 

53. Meeting between Farmers Home Administration and Commission 

staff, Jan. 6, 1982 •.The EOS Director stated that he had no 

disagreement with this report's anaiysis of FmBA's civil rights 

enforcement. 
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48Thus, while 4 ,508 FmHA civil rights "onsite reviews .. were 

conducted in 1980, not one instance of noncompliance ,with either 
, 49 

Title VI or ECOA was found. This finding of 100 percent equal 

0ppfortunity compliance is particularly remarkable for an agency 

who,se programs are the subject of more than 200 civil rights 

complaints annually, more than one-half of all such complaints filed 

. SO
against, USDA. 

The Justice 'Department found substantial reason to believe that 

findings of compliance reflected superficial reviews rather than 

adherence to civil rights laws. According t~ DoJ: 

Numerable deficiencies in FmHA'scompliance 

review procedures and instructions account for 

the worthlessness of compliance reviews which 

bear virtually no results. 'Although not one of 

the field personnel we interviewed had ever found 

an instance of noncompliance. we identified 

noncompliance situations in each county 

visited.5l 

49.. OEO, A-II Report. 

SO '. USDA I' Office of Equal Opportunity 1 Equal Opportunity Report: 
USlt>A-1980 , p. 5 (hereafter cited as Equal Opportunity Report: 
USl[)A-1980) • 

51. Evaluation of Title VI Enforcement. p. 37. 

I,
, 
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found that FmHA did not conduct reviews of direct assistance farm 

loans. OEO recommended in this report that FmHA revise its 

procedures to include such reviews, but this has not been done. 

Compliance review forms documenting onsite field visits still 

47
include only Title VI recipients.' Thus, there are still no 

guidelines for ECOA compliance reviews, requiring for example, file 

reviews of, or interviews with, loan applicants, borrower~ (i.e.~ 

the recipients of direct assistance), or local farmers to determine 

'if loan programs have been publicized among minority farmers, 

limited resource loans have been provided to qualified borrowers in 

need, and credit elsewhere tests have been applied equitably. As 

explained in chapter 4, these are matters of particular concern to 

black farm~rs. While compliance reviewers may,. examine direct loan 

files on an informal basis, without specific instructions or forms, 

cursory reviews would not likely yield findings of discrimination; 

establishing applicants' comparative credit-worthiness, which is . 

necessary to determine the existence or absence of discrimination, 

is not a simple process, especially because FmHA has no specific 

standards for determining loan eligibility. 

47. USDA-FmHA, Form FHA 400~7 (Rev. 5-23-77) om 1~0. 40-R3827;, 

USDA-FmHA, Form 400-8 (Rev. 5-24-77) OMB No. 40-R3828. 


,48. 	 U.S., Department of Agriculture, Office of Equal Opportunity 
(OEO), A-ll Report, 1980 (hereafter cited as OEO, A-ll Report) 
reviewed by USCCR staff in OEO files, liar. 6, 1981. ' The A-ll report 
describes activities and expenditures and is submitted to the Office 
of Management and Budget.' "Onsite reviews" include reviews of 
county office procedures as well as civil rights compliance by Title 
VI recipients. 
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This compliance review process appears to be inadequate. The 

Department of Justice, in an interagency survey report reviewing 

FmHA's Title VI enforcement, found that "there are few if any 

••43 f 1standards regarding civil rightsprocedures or comp iance 

reviews, and there are "no procedures to assure that reviews are 

done correctly or to monitor reviews other than when a finding of 

non-compliance is made ... 44 According to this report., compliance 

reviews are a low priority in terms of reviewers' overall 

responsibilities, are subJect to a potential conflict of interest, 

and demonstrate a lack of adequate training on the part of 

reviewers. 45 

While FmHA's civil rights guidelines governing compliance 

reviews are woefully inadequate for enforcement of Title VI, they 
, 

.: , t' . 
h i. are simply nonexistent for enforcement of ECOA. There are no 
. i . , ~ 

. 

regulations or compliance manuals that instruct reviewers to conduct 

reviews, or how to 'make a determination of compliance, under ECOA •. 

.A report prepared by USDA's Office of Equal Opportunity in 197646 
' 

\ 
.; 

. " . ,
1 43. U.S., Department of Justice, Civil Rights Division, Evaluation 

l;,;' I . of Title VI Enforcement in the Farmers Home Administration of the .... ~.': '~. ~.S.De2artment of Agriculture (November 1980), p. 56 (hereafter 
cited as Evaluation of Title VI Enforcement). 

44. Ibid., p. 39.". l' 

'''. 45. Ibid., pp. 13, 37-39. 

46. U.S., Department of Agriculture, Office of Equal Opportunity 
(OEO) , "An Evaluation of Farmers Home Administration Compliance 
Review Procedures," (1976), reviewed by USCCR staff in OEO files on 
Aug. 21, 1981. 
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Source: U.S., Department of Agriculture. Organizational Chart (undated); Farmers Home Administration, 
Organizational Chart (NOvember 21. 1978); Office of Equal Opportunity. Equal Opportunity Report: USDA 
Programs 1980, p. 1; U.S, Office of the Federal Register. U.S. Government Manual 1981/82 (May, 1981). 
app. C.p. 822. 
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programs, USDA enforce~ent of statutory and regulatory provisions 

j~ntended to ensure equal opportunity in FmHA farm loan programs is 

diffuse. Responsibility for enforcement is found at three'levels of 

administration: 1) the field FmHA offices, including State, 

district and county FmHA offices, 2) the equal opportunity staff 

(EOS), a unit placed within the national office of FmHA, responsible· 

to the FmHA Administrator, and 3) the Office of Equal Opportunity 

1i7ith overarching, Departmen~-wide jurisdiction, reporting to USDA's 

ASSistant Secretary of Administration (see figure 5~1). The 

c:ompliance responsibilities of these units overlap, ,as discussed 

below, resulting in uncertain accountability at best, and at worst, 

failure of USDA to protect the rights of its intended program 

l:leneficiaries. 


!mHA Field Program Reviews 


At the local level, ensuring that FmHA services 'and loans are 

p,rovided in a nondiscriminatory manner is basically the 

r'esponsibility of FmHA loan specialists, county supervisors, and 

district directors. Since there are no full-time e9ual opportunity 

p,ersonnel employed at the State, district, or county levels, civil 

rights compliance reviews of county FmHA offices are conducted 

periodically by district directors, county supervisors, or 
, 42

designated staff. Thus, officials who administer loan programs 

are themselves responsible for certifying their own compliance with 

civil rights requirements. 

42. Ras Smith, equal opportunity specialist, equal opportunity 
staff, Farmers Home Administration, USDA, interView in Washington, 
D'.C., Mar.1B, 19B1 (hereafter cited as Smith Interview) • 
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None of the above mentioned regulations issued by USDA and FmHA 

provides for ECOA enforcement. They contain prohibitions against 

discrimination in direct assistance programs but they do not 

establish mechanisms to ensure compliance. Instead, general 

authority for USDA and FmHA enforcement of civil rights compliance, 
, 38 

including ECOA, is· found in USDA's Administrative Regulations. 

The Director of USDA's Office of Equal Opportunity (OEO) is 

author~zed "to develop and administer •••a comprehensive program to 

assure equal opportunity for all persons in all aspects of USDA 

programs without regard to race, color~ national origin, sex or 

reIigi on.... ..39 Aspart 0 f t his responsibility, OEO"set()s 

standards for agency compliance review procedures, including 

..40 Iapproval of proposed procedures and review guide1ines. n 

addition to OEO's Department-wide responsibility, each agency within 

the Department is responsible. for "the development and 

implementation of a comprehensive civil rights compliance program 

41within the agency." 

38. 9 Ai 5§2,3(P), (R)(1976). 

39. Id.52. The regulations do not include age' as a basis of 
discrimination prohibited under both ECOA and the Age Discrimination 
Act of 1975. (The Age Discrimination Act prohibits discrimination 
on the basis of age in programs or activities receiving Federal 
financial assistance.) 42 U.S.C. §§6l0l-07 (1976 and Supp. III 
1979). . 

40. 9 Ai §3(p). 

41. Id.§22(A)(4). 

. . . 
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-- No oral or written statement may be made to' 

applicants or prospective applicants that would 

discourage them from applying for assistance, 

34
based on any ECOA 'prohibited basis.' 

-- An explanation of the types of assistance 

available should be given whenever it is not 

clear what type of loan or grant will meet the 

35applicant's needs. 

-- Written notice of eligibility or rejection 

will be sent to all applicants within 30 days 

after receipt of the completed application •••• lf 

determination of eligibility cannot be made 

within 30 days from the date of receipt of the 

completed application, the applicant will be 

notified in writing of the circumstances causing 

the delay, and the. approximate time needed to 

make a decision. The letter will contain the 
. 36 . 

ECOA paragraph set forth.... [ECOA prohibited 

bases and notification tha.t the Federal Trade 

Commission is responsible for enforcing FmBA 

compliance with ECOA].37 

34. Id. §19l0.3(a). 

35. Id. §19l0.3(c). 

36. Id. §19l0.4(d). 

37. !!t. §19l0.6(b)(1). 

' ... .. ...,..,..,...--~. ...,.,..-.- .-............... ••-.!"<
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27of ECOA. The only sections of the regulations which pertain to 

ECOA are 1) FmHA's requirement to post "Justice for All" posters in 

28each FmHA office, 2) an applicant·' s right to file a 

29discrimination complaint, and 3) the FmHA employee prohibition 

against discriminating on the basis of race, color, religion, sex, 
30

national origin, or marital status. . Age discrimination, 

prohib~ted under ECOA, is unaccountably omitted from these FmHA 

regulations. Requirements for compliance reviews 
31 

and collection 

32
of racial and ethnic data apply to Title VI programs only. 

Other FmHA regul~tions, 80verning the loan application process, 

prohibit discrimination based on all of the "ECOA prohibited bases" 

-- race, sex, national origin, color, religion, marital status, age, 

receipt of income from public assistance, or because the applicant 

has, in good faith, exercised any right under the Consumer Credit 

Protection Act.33 Additional ECOA related requirements in these 

regulations include: 

27. Id. §1901.20l(198l) • 

28. Id. §1901.202(f). 

29. Id. §190l.202(h). 

30. Id. §190l.202 (b). 

31. Id. §1901.204. 

32. Id. §1901.202(g) • 

33 • 7 C.F.R. §19l0.2 (1981). 

• ...."..__~__O:--O:--::.........---.... 
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23
USDA funds and/or assistance. Scarcely is there any mention of 

ECOA or its requirements. which pertain to loans made to individuals 

dirE~ctly rather than through public and private entities cove:red by 

Title VI. 

For example, USDA's "Nondiscrimination Regulations," the .. 
Depilrtment I S major civil rights provisions, contain 26 pages of 

requirements. of which only 1 page pertains to direct assistance 

pro~~rams; the remainder apply to Title VI programs only. Those 

regulations pertaining to direct assistance programs prohibit 

dis(:rimination on the basis of race, color, religion, sex, age, or 

24nat:lonal origin. However, other than the filing of 

25complaints, the regulations do not provide for any mechanism 

(suc:h as compliance reviews) by which these' prohibitions are to be 

enfllrced in direct assistance programs. ' 

I 

!.. r FmHA's "Civil Rights Compliance Requirement H26 is issued 
{ 

punuant to various identified civil rights laws, including ECOA,l
I' but,in the 10 pages of regulations only prefatory mention is madeI 
t 

23. USDA administers some 76 Title ,VI covered programs. 7 C.F.R. 
Part 15, subpart A, Appendix (1980). 

24. 7 C.F.R. §15.5l(1980). 

25. Id. §§15.52(a) and (b). , According to these regulations, 
complaints are to be "handled'in accordance with the procedures 
established by law or regulation of the Department or any of its 
agencies for the handling of ,complaints or appeals under such program 
or activity which are not based on grounds of discrimination•••• " 
Id. §15.52 (1980). However, in practice, these complaints are 
handled differently. See section on Complaints and Appeals Division 
in this chapter. . . 

I 26. 7 C.F.R. Part 1901, Subpart E (1981).I 
I" •

'
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Neither USDA nor FmHA has published regulations pertaining 

exclusively to ECOA enforcement. Rather, their civil rights 

compliance and enforcement requirements are found in various 

20
regulations, administrative rules, and enforcement plans, 

combining responsibilities authorized by a series of civil rights 

legislation including Title VI of toe Civil Rights Act of 1964, 

f 1968,21 E dTitle VIII of the Civil Rights Act 0 xecutive Or er 
. 22 . 

11246, . and ECOA. But for the .most part these regulations and 

guidel~nes focus on Title VI enforcement of nondiscrimination in 

services provided by intermediate organizations or entities receiving 

20. USDA's "nondiscrimination" regulations (which cover Title VI 
and direct assistance programs) are found at 7 C.F.R. Part 15 
(1980); Delegation of authority to the Director of the Office of 
Equal Opportunity at ,!!. §2.80; Department of Agri. Admin. Reg. tit. 
9 (1976) (hereafter cited as 9 AR) (printed as appendix 1.4 to U.S. 
Department of Agriculture, Office of Equal Opportunity, Title VI 
Enforcement Plan for the Department of Agriculture, (undated), p. 71 

. (hereafter cited as Title VI Enforcement Plan). FmHA'E! "Civil 
rights Compliance Requirements" are found at 7 C.F.R. 
§§1901.20l-.205(198l); FmHAts "Receiving and Processing 
Applications" regulations at,!!. §§19l0.l-.ll. 

21. 42 U.S.C. §§360l-l9(1976 and Supp. III 1979) prohibits 
discrimination in rental or sales of residential property. 

22. 3 C.F.R. 339 (1964-65 Comp.), reerinted ~ 42 U.S.C. §2000e at 
1232 (1976), require~ nondiscrimination in any employment decisions 
made by Federal government contractors and subcontractors. 

~~.....--.......---.....--- ..---.--.
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authority to issue regulations "respecting its own procedures in 

enfoI'cing comp1~ance" of the act,14 but it hAs not done so. 15 

J 	 And, while FTC has investigatory powers, it does not have staff to 

, ) 

J 
monitor compliance through an ongoing review process; nor does it 

16
have the resources to investigate every complaint. While FTC 

has the authority to sue the Farmers Home Administration or to refer 

17
ECOA violations to the Attorney General, it never has used these 

18 powers. Thus, for practical purposes, responsibility for ECOA 

compliance in FmHA programs, rests essentially with the U.S. 

19Department of Agriculture and FmHA. 

14. Id. §169lc(d). 

15. John Jerison, staff attorney, Credit' Practices, Federal Trade 
Comro.ission, telephone interview, Aug. 3, 1981. 

16. Ibid. 

17. "All of the,functions and powers of the Federal Trade 
Co~nission under, the Federal Trade Commission Act are available to 
the Commission to enforce compliance" under ECOA. 15 U.S.C. 
§169lc(c)(1976). It" unable to obtain compliance, agencies with 
administrative enforcement responsibility'''are authorized to refer 
the matter to the Attorney General with a recommendation that an 
appropriate civil action be instituted." Id. §169le(g). 

18. Though legally permissible, certain practical problems are 
rai.sed if one Federal agency sues another. Jerison, telephone 
interview, Nov. 2, 1981. 

T 	 19., While an individual 
1,. 

has a private right of action under ECOA, 

he or she cannot collect punitive money damages from the Federal 

GO'7ernment under ECOA. 15 U.S.C. §169le(a)-(b)(1976). 
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I ~ !a notice of ECOA's prohibition against discrimination, and 4) the III' 

name and address of the appropriate agency responsible for ECOA 

10enforcement. 

For monitoring purposes, Regulation B requires creditors to 

request information regarding race, ,sex, national origin, marital 

status, and age from applicants for "consumer credit relating to the 

purchase of residential real property, where the extension of credit 

.11i s to be secured by a 1ien on such property. However, 


Regulation B does not require that this information be collected for 


statistical purposes or that it be reviewed and analyzed to 


determine potentially discriminatory patterns in lending practices. 


Enforcement responsibility for ECOA is assigned to various 

government entitiesj12 the Federa1'Trade Commission (FTC) is 

authorized to enforce compliance with ECOA in direct loan programs 

13administered by the Farmers Home Administration. However, 

Regulation B does not provide enforcement agencies such as FTC with 

specific gUidelines for ECOA enforcement -- that is, how, when, or 

where compliance with the act should be monitored. FTC does have 

10. 12 C.F.R. §202.9(a)(1981). 

11. Id. §202 .13(a). 

12. For example, the Comptroller of Currency is responsible ,for 
enforcing ECOA with respect to national banks; the Federal Reserve 
Board is responsible for member banks of the Federal Reserve Board 
System other than national banks. 15 U.S.C. 1691c(a)(1976). 

13~ Id. §1691c. 
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gOt:)d faith exercise of rights under the Consumer Credit Protection 

· 7
Act. ECOA provides for civil liability for actual and punitive 

dai:nages in individual or class actions, except in the case of 

gO'lTernment entities. (such as the Farmers Home Administration), which 

8ar,e exempt from punitive damages. 

Regulations implementing ECOA were promulgated in 1977 by the 

Federal Reserve Board. 9 These regulations (known as Regulation B) 

provide a general interpretation of prohibited practices, including 

'information that a creditor mayor may not request from a loan 

applicant, with particular detail regarding sex and marital status 

discrimination. The regulations also require that a creditor notify 

'an applicant, within specific time frames, of 1)' any. adverse action 

taken, 2) a statement of specific reasons for the action or a 

disclosure of the applicant's right to request such a statement, 3) 

, 

7. Id. §169l(a). Regulations published pursuant to ECOA by the 
Fe:deral Reserve Board do allow creditors to provide "special purpose 
cI'edit programs" designed to benefit a particular "economically 
d1.sadvantaged class of persons." Applicants may be refused credit 
if. they do not qualify for eligibility under these special programs 
"E,O long as the program was not established and is not administered 
wi.th the ,purpose of evading the requirements of the Act." 12 C.F.R. 
§2:02 .8(b )(2) (1981). 

8. 15 U.S.C. §169le(a),(b)(1976).,i., :"-! 
• 

9. 12 C.F.R. Part 202 (1981). The Federal R~serve Board is 
authorized to promulgate implementing regulations under §703 of the 
E(lual Credit Opportunity Act 15 U.S.C. §169l(b)(1976). 

"\". 
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In the case of the Farme~s Home Administration, recipients 

of direct assistance provided by farm loan programs are 

protected under the Equal Credit Opportunity Act of 1974 as 

amended6 (ECOA) which covers all lenders, including the 

Federal Government. Civil Rights compliance and enforcement 

-requirements under ECOA are distinct from Title VI 

requirements. While the scope of protection under ECOA is 

broader than Title VI (ECOA prohibits discrimination on the 

basis also of religion, sex, and age, while Title VI does not), 

ECOA regulations do not require continuous agency monitoring of 

civil rights compliance. 

This chapter describes the various regulations promulgated 

by the Federal Reserve Board, USDA, and FmHA to' implement 

ECoA's civil.rights protections. These requirements are widely 

dispersed •. Following the description of the legal authority 

for enforcement, this chapter will review the enforcement 

activities of the various civil rights units within USDA and 

FmBA, which also are widely dispersed. 

Equal Credit Opportunity Act 

The Equal Credit Opportunity Act bars credit discrimination 


on the basis of race, color, religion, national origin, sex, 


marital status, age, receipt of public assistance benefits, and 


6. Pub. L. No. 93-495, Oct. 28, 1974, 15 U.S.C. §§1691-1691f(l976). 
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r:lghts compliance on the part of its program recipients by 
3 

iillplementing an enforcement program. 

Other Federal programs provide direct, rather .than indirect, 

al9sistance. For example, social security retirement programs, .or 

iil the case of USDA, the Agricultural Stabilization and 

CIJnservation. Service support programs and the Farmers Home 

Ad.ministration farm loan programs provide assistance to individuals 

d:lrectly rather than through public or private entities. Direct 
4 ' 

assistance programs are not covered by Title VI, but are usually 
. . 

covered by clauses within their authorizing legislation which 

p:rohibit discrimination, or by other legislation prohibiting 

d;lscrimination. At the very least, the fifth amendment to the 

C'onstitution prohibits the Federal government from spending. its 
. 5

f'l1nds in a discriminatory manner. 

3. Executive Order 11764, issued in 1974, authorized the Attorney 
General to coordinate Federal enforcement of Title VI. 3 C.F.R. 849 

-l~_ I"~ (1971-1975 COMP.). Pursuant to this authority, the Department of 
Justice issued regulations setting forth standards and procedures to 
be followed by Federal agencies in enforcing Title VI requirements. 
·Coordination of Enforcement of Nondiscrimination in Federally 
Assisted Programs," 28 C.F.R §§42.40l- .415(1980). Pursuant to its 
authority, the Department of Justice also conducts reviews of the 
Title VI enforcement programs of Federal agencies. More recently, 
the authority of the Attorney General in this area-was expanded to 
include leadership and coordination in the implementation of all 
civil rights laws (including Title VI) prohibiting discrimination in 
programs receiving Federal financial assistance. Exec. Order No. 
12250, 3 C.F.R. 298 (198l)~ 

4. U.S., Commission on Civil Rights, The Federal Civil Rights 
!nforcement Effort--1974, vol. VI (1975), p. 9. 

S. Bolling v. Sharpe, 347 U.S. 497 (1954). 

-~'--"",----==--------.---- --~-------~--~--------------
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Chapter 5 

Civil Rights Enforcement 

Various pieces of civil rights legislation have been enacted to 

protect iridividuals from discrimination. Some of these laws, such 

1 
as Title VI of the Civil Rights Act of 1964, pertain to 

"indirect" Federal assistance and prohibit discrimination in 

services 'provided by org~nizations or entities receiving Federal 

funds and/or assistance. For example, the Farmers Home 

Administration administers approximately 21 programs which provide 

loans or grantsto,pubHc'and private entities for such things as 

cOllDUunity facilities, rural rental housing, farm labor housing, 
, 2 

recreation and pollution abatement. Recipients of these program 

funds, because they are covered by Title VI, are prohibited from 

discriminating on the basis of, race, color, or nati~nal origin in 

their federally assisted programs and activities. Any Federal 

agency providing program funding is responsible for ensuring civil 

1. 42 U.S.C. §§2000d to 2000d-4(1976). 

2. 7 C.F.R. Part 15, Subpart A, Appendix (1980). 

~... 
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awarding blacks smaller loans under less hospitable conditions than 

whites; and taking inordinate time to process loans for blacks. 

F~LA data reveal that targets and actual loans to minorities have 

been declining in many States. USDA's onsite reviews of FmHA 

offices reveal that targets have not been set or aspired to at the 

county level where loans are made, nor has adequate outreach been 

'. " 

......~.••~ ~~i conducted to ensure that minority farmers are aware of FmHA loan 

programs, particularly limited resource loans. 

Hence, it appears that, far from accomplishing its original 
. ,;, ... ' 

purpose, FmHA has 'failed to advance, and in come cases may have 

;.r ..... ' •. hindered the efforts of black small farm operators to remain a. 

viable force in agriculture. In light of these problems, civil 

rights enforcement is particularly important to ensure that FmHA 

provides equal opportunities for minority farmers. 

-
 •. P4 
" p :; .;, ••?!. ~.: ,0 
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Summary 

The Farmers Home Administration is in a unique position to 

assist black farmers. Historicaliy, Congress has mandated FmHA to 

provide financial support and supervision to those farmers who are 

unable to obtain credit elsewhere. Congress further reinforced its 

intent to reach those in greatest need when, in 1978, it authorized 

FmHA to make "limited resource loans" with special terms and 

conditions to low income farmers, minorities, and women who have had 

great difficulty obtaining credit in the past. 

Despite its tradition as a lender 6f last resort, however, FmHA 

has become increasingly a lender for farmers with large assets, who 

rely heavily on debt financing to expand their. agricultural 

operations, while taking advantage of inflation, technology, and tax 

benefits. Thus, despite their disproportionate need, black farmers 

. received only a very small proportion, 2.5 percent, of the total 

dollar amount loaned through FmHA's farm credit programs in 1981. 

Furthermore, while the limited resource loan program was 

specifically intended to enhance the ability of minorities to 

qualify for and repay FmHAloans, most black FmHA borrowers did not 

benefit even from these loans. In fact, in six States white 

borrowers were more likely than blacks to have received these low 

interest, limited resource loans. 

Complaints filed by Southern .black farmers assert that FmHA 

denies them equal credit opportunities by failing to provide them 

with applications and information regarding relevant loan programs; 
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There is no systematic way in which the'Department can 

dl~termine if USDA programs are in fact being directed to anyone 

tllrget group. No organized information system is operating to feed 

blick data to reevaluate goals and make new recommendations. 

-- More emphasis needs to be placed on "identifying and reaching .. 
more of the 1.2 million limited resource small farmers ... 171 

Although this program, with strengthened organization and 

f'Llnding, has the potential to target more coordinated support to 

black farmers, its continued existence is not clear. FmHA has 

already ceased to participate in some of the working groups which 
. ' 172

s'upport these small farm projects. 

171. "Evaluation of the Small Farm Assistance Projects." 

172. Meeting between Farmers Home Administration and Commission 
staff, Jan. 6, 1982. 

I, , 
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No data have been gathered on minority part~cipation in the 

Small Farm Assistance.Projects. From a review of the project 


descriptions, it appears that at least two projects in the Southeast 


involve black farmers and two in the West involve American 

. 170
Indians. The review of the project files also revealed that 


many of the projects have had difficulty getting started, some are 


losing momentUm, and others appear to have failed~ After 1 year of 


the program, a USDA evaluation of six projects was conducted; its 


findings are summarized here: 


Because there was no new authority or funding for Small 
-

Farm Projects, existing programs and funds had to be used to 


accomplish project objectives. But rules and regulations for 


existing programs were sometimes not flexible enough to accomodate 


the special needs of individual amallfarm projects. Projects need 
 ~: I 

,., I,:
L' " 11.either new monies or exemptions from existing rules and regulations. ., i!1 '. 
':.~ I I 
.; :; ,I: 

-- There was a lack of coordination and communication amoGg 
if. .i,:'; I'i: 

the agencies. There seemed to be no clearly defined management 


structure in some of the projects, and there was generally a lack of 


firm agency cODlDlitments of funds and/or personnel. 


-- There was a lack of small farmer participation in the 


development of the projects. 


Some projects were not geared to small farmers, i.e.', they 

I 

required large capital investments. 
, , 

170. CoDlDlission staff review of the small farm assistance project 

files, W~shington, D.C., May 11, 1981. 


'. 
::~~:; ~:~4'':~:~:~; 



130 


In light of the historical discrimination and the accumulated 

disadvantages facing black farmers (as discussed in chapters 2 and 

3), the goals of this program have particular relevance for them. 

A small farm working group comprised of staff representatives 

fro~tD. various agencies within USDA is responsible for coordinating 

small farm activities under the supervision of the policy 

committee.167 Consistent with the Department's basic 

organization, the small farm effort is highly decentralized. State 

rural development committees appointed State small farm committees 

consisting of staff from the FmBA, Soil Conservation SerVice, 

i· 

Extension Service, Forest Service, and the Agricultural 

Stabilization and Conservation Service. The State small farm· 

committees .were asked to submit proposals for small farm assistance 

projects to the national small farm working group. Of those 
. 168

submitted, 17 projects were selected. 

The small farm assistance projects relied on Community Services 

Administration (CSA) funds and ACTION volunteers. No new USDA funds 

or activities were directed to the projectso MThe intention of 

these projects was to test a variety of ways in which the resources 

of USDA, CSA, and ACTION could result in 'the improved ability of 

169small farms to become economically more viable." 

167. Secretary's Memorandum Noo 1969. 

168. USDA Evaluation Committee, "Evaluation of the Small Farm 
Ass,istance Projects" (undated) (hereafter cited as "Evaluation of 
the Small Farm Assistance Projects). 

169. Ibid. 
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farm as a continuing component of American agriculture."165 

Se'creta~'s Memorandum No. 1969 established a policy committee on 

small farm assistance which included USDA's Assistant Secretaries 

and the Director of Economics, Policy Analysis and Budget. The 

committee established the following goals for the Department: . 

1. Improve small farm family income levels, and 

increase family skills for both farm and non-farm 

employment; 

2. Improve the access.of small farm families to 

adequate housing and essential community 

f acilid.es and services; 

3. .Provide more equitable access to USDA program 
, 
, . 

opportunities by targeting efforts on small farm 

. families; 

4. Create and implement a process for involving 

the private sector and local, state, and federal 

agencies in establishing program.priorities to 

benefit small farm families; and .. 
, i 
i I5. Update and improve the technical expertise 

and sensitivity of USDA agency personnel to make 

them more responsive to the needs of small farm I 'I 

: ! 
families. 166 

165. USDA, Secretary's Memorandum No. 1969, "Assistance to Small 

Farm Operators," Jan•. 3, 1979 (hereafter cited as Secretary's 

Memorandum No. 1969). 


166. USDA, Memorandum from the Assistant Secretaries to agency 

administrators, Feb. 26, 1979 • 
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FjDHA's traditional view of farming may have also contributed to 

this program's failure. Eligibility for the program, as is the case 

in other FmHA farm programs, was restricted to "bona fide" family 

farmen, defined as those producing "agricultural commodities for 

sale :In sufficient quantities so that [they are1 recognized in the 

, 162
commum.ity as farms rather than a rural residence( s) ... 

Subjel:tive interpretation of this requirement results in the 

exclusion of certain types of nontraditional agricultural 

produ,:tion, such as rabbits, that may be beneficial to small 

farmeC's.163 FmHA officials also indicate that it is common 

practice to deny loans for agricultural activities which are not 

164"typic,al in a particular region of the country. Subjective 

inter:!>retatlon may also adversely affect marginal black. farmers who 

may n,ot receive recognition as farmers by FmHA personnel. 

This project had significant potential to assist black farmers, 

but, required creativity and effort in program planning and 

administration. Unfortunately, it received no more than a token 

effort on the part of FmHA program administrators and personnel. 

Small Farm Assistance Program 

, In January 1979 the Secretary of Agriculture announced the 

Department's policy to "encourage, preserve and strengthen the small 

162. FmHA Instruction 1941-A, §194l.4(d), p. 2. 

163. Pickenpaugh Interview. 

164. Meeting between Farmers Home Administration and Commission 
staff, Jan. 6, 1982. 
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157small farm enterprise loans under this project. The location 


of this project in Southern States with significant black-farm 


populations (see appendix E) and the special eligibility criteria 


for this project made it especially suited to the needs of black 


- small farmers., 


However, no loans ,were made under this special project, and 


158
FmHA discontinued it December 31, 1981. Nonutilization of the 


project may have been due to a lack of FmHA program administration 


emphasis (from the top on down) rather than a lack of need. An 


exhibit attached to the back of the FmHA operating loan instructions 


was the only information and instruction provided to FmHA staff 


regarding this project.159 Thus, it is not clear whether even 


FmHA staff generally knew about the program and recognized its 


importance, much less whether potential borrowers knew about it. No 


targets were set and there was no apparent outreach effort to inform 


160farmers of the program. FmHA has never conducted an evaluation 

. , . 161 

of the project. 

157. FmHA Instruction 1941-A, exhibit B. 

158~ Lynn Pickinpaugh, Acting Director, Farm Real Estate and' 

Production Loan Division, Farmers Home Administration, USDA, 

telephone interview, May 8, 1981; meeting between Farmers Home 

Administration and Commission staff, Jan.· 6, 1982. 


159. Ibid. 

160. Ibid. 

161. Meeting between Farmers Bome Administration and Commission 

staff, Jan. 6, 1982. 
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Furtltlermore, by these estimates, black borrowers received 

limited :resource loans at a disproportionately lower rate than white 

borrower I; in six. States. In Georgia, 27.8 percent of the farm 

operatinl~ loans received by whites were limited resource loans, 

compared to only 17.6 percent of the loans to black borrowers; in 

Florida, 27.7 percent of the loans to white borrowers, compared to 

20.0 perc:ent of the loans to blacks; in Arkansas, 32.0 percent of 


the loanf~ to whites, compared to ~5.9 percent of the loans to 


blacks; jLn Kansas, a rate of 22.3 percent for whites,-none for 


blacks; Kentucky -- 23.5 percent for whites,. 13.6 percent for 


blacks; \lest Virginia 22.4 percent for.whites, -none for 


1!i6blacks. 

TheSE! limited resource loan data indicate that even in the farm 

. loan proi:ram created by Congress to address most specifically the 

needs of small and minority farmers, black farmers have not 

benefitedl significantly. 

Pilot Prclject for Small Farm Enterprises 

In J~me 1980 FmHA initiated a project specially geared to reach 

~ll fal1D enterprises with gross annual incomes as low as $3,000. 

This pilClit project was implemented in seven States: Alabama, 

Florida, Georgia, Louisiana, Mississippi, Missouri, and South 

Carolina. Farmers lacking the income, training, or experience 

otherwise necessary to obtain FmBA loans were eligible for very 

156. Ib1.d. The total number of operating loans to whites is also 

found in FmHA Report Code ..63l. These percentages are based on 

intial lo-an data and subsequent loan projections. 
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relatively small size of their farms, their low incomes, and limited 
. 154 

education, it would be expected that most black borrowers would 

qualify for limited resource loans and that black borrowers would 

receive limited resource loans at a disproportionately higher rate 

than white borrowers. However, the 1980 data on initial loans 

indicate, and the projection of subsequent loans suggests, 

otherwise. 

The majority of blacks receiving farm operating loans did so at 

regular interest rates rather than under the special limited 

resource loan provisions intended for farmers who would have 
. 

difficulty repaying loans at regular interest rates. For example, 

in Georgia, out of the 91 farm operating loans received by blacks, 

only an estimated 16 loans (17.6 percent) were limited resource, 

low-interest loans. In Virginia, an estimated 21 out of the 117 

loans to blacks (17.9 percent) were low interest loans; in Alabama, 

an estimated 51 out of the·166 loans (30~4 percent) and in North 

Carolina, an estimated 85 out of the 341 loans to blacks (24.9 
. . 155

percent) were limited resource, low-interest loans. 

154. See chaps. 2 and 3. 

155. Report Code 548 provided initial limited resource loan data; 
projected subsequent loans were derived from "Farm Operating Limited 
Resource Loans"--Table 4. Data o~ the number of total operating 
loans received by blacks are found in FmHA Report Code 631. In 
Georgia, blacks received 9 initial and' 7 projected subsequent 
limited resource loans; in Virginia, 8 initial and 13 projected 
subsequent limited resource.loans; in Alabama, 25 initial and 26 
projected subsequent limited resource loans; and in North Carolina, 
44 initial and 41 projected subsequent limited resource loans. 

. .-"'·'---1
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151
operating loan program and are limited to initial loans. For 

purposes of analysis the total number of limited resource loans 

(initial and subsequent loans in the same year) made to black 

borro'f1ers must be estimated based on 'an assumption that those black 

and white applicants who received initial loans will receive 

152
subsequent loans at an equal rate. 

FllDllA defines a limited resource farmer as one who operates a 

"small or family farm (a small 'farm is a marginal family farm)", 

with low income, and possibly "underdeveloped managerial ability, 

Ii i d ed i ana produc ng arm.... "IS3 Dm t~ ucat on, (d] 'Iow if' 	 ue to t he 

151. Data provided by the Management Information Systems Division, 

FmIIA ientitled, "Initial Insured Farm Operating Limited Resource 

Loans'" (FY 1980), FormFmHA 389-456B, Report Code 548 (hereafter 

cited as Report Code 548). These data do not include subsequent' 

loan data which was requested by Commission staff. According to 

FmHA, "since this report [which includes limited resource loan data] 

is ba:sed upon borrower Fund Analysis and Characteristics input 

forms, it will not include subsequent borrowers because we do not 

colle.:t this data due to duplication with the initial loan." Paul 

Holm, letter to Louis Nunez, July 15, 1981. 


152. The number of initial and subsequent farm operating loans made 

in eal:h State (not broken down by race or ethnicity) in FY 1980 is 

provided in FmIIA data entitled ·'Farm Operating Limited Resource 

Loans Obligated, Fiscal Year 1980 Through September 30," Table 4, 

(herellfter'cited as "Farm Operating Limited Resource Loans"--Table 


,4). ]~rom these data, one can determine the ratio of initial loans 
to subsequent loans for each State. These ratios can then be 
applii~d to the number of ini tial loans made to blacks (Report Code 
548) to provide an estimate of the total number of limited resource 
loans made to blacks under the farm operating loan program. This 
may ~! an overestimation of black participation; if there is 
discr:Lmination against blacks, they may receive followup loans at a 
lower rate than whites. However, there are no data available to 
make l~his determination. Using only actual initial loan data 
,reduc4!s 	 the rates of limited resource loans for both blacks and 

whitel;, but the ratios between the black and white actual loan rates 

remai1:1 the same as the ratios for estimated loans. 


153. 7 C.F.R. §194l.4(g) (1980). 

•__..........- e, .~,=, ..:, 

. ,'~~~~~ 



123 

Special Programs for Small Farmers 

Limited Resource Loans 

Twenty-five percent of all farm ownership and farm operating 

loans are targeted by FmBA as limited resource loans to be provided 

to low-income farmers under special terms and at reduced interest 

148rates.. Congress Bpecifi~ally. identified minority farmers as 

among those who need special assistance and as intended 
,, 149 

beneficiaries of this program. However, FmBA data concerning 

the racial and ethnic characteristics of limited resource borrowers 

150 are currently available only for Fiscal Year 1980 of the farm 

148. Cavanaugh testimony. 

149. H.R. Rep. No. 95-986, 95th Cong., 2d Sess. II, reprinted ~ 


[1978] u.s. Code Congo & Ad. News 1106, 1116. 


150. The Commission staff reques'ted from FmHA initial and 
_subsequent loan data, broken down by race and ethnicity, for limited 
resource loan borrowers under FmHA's farm ownership and farm 
operating loan programs. (Louis Nunez, Staff Director, letter to 
Paul Bolm, Director, Management Information Systems Division, June 
8, 1981.) FmHA responded that " •••the Report Code to which you 
referred in your letter, does not contain race and ethnicity data on 
limited resource farm ownership loan borrowers. This appears to 
have been an oversight on the part of the computer programmer this 
past year. We expect that this will be corrected for Fiscal Year 
1981 data." Paul Bolm, letter to Louis 'Nunez, July IS, 1981. As 
this report goes to publication, data for fiscal year 1981 still 
have not been made available. 

. -... --'·-----1
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TABLE 4.8 

Soil and Water Loans 
(FY 1981) 

J ,) No. Percent Total amount Percent Average loan ,f - (Thous. ) 
f 
f Whites· 2,129 94.7 $46,673 95.8 $21,922 
l..,. 

Blacks 44 2.0 402 0.8 9,136 
..... 

Other· 75 3.3 1,666 3.4 22,333-
, " 

TorAL . 2,248 100.0 $48,741 100.0 $21,682 

-
*lnc1~des Hispanics, Native Americans, and Asians. 

Sourcl!: U,S,. Department of Agriculture, Parmers Home Administration, Computer Data 
entitled "Distribution of Loans Made by.Stx Specified Types by Race and Ethnic Group,
ltepon Cocle 691 (Fiscal Year 1981). 
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Soil and Water Loan Program 

So11 and water ,loans are provide'd.to farmers, ranchers, 

associations, and nonoperator owners· for land and water development 

use and conservation. These loans are rePB:yable within 40 years. 

Interest rates on insured loans were 10.0 percent in 1980, while 

guaranteed loan rates are negotiated between the lender and 

borrower.145 

Although the. so11 and water loan program is relatively small in 

comparison to FmHA's other farm loan programs, it is relevant to 

black farmers who, as discussed in chapter 3, have greater than 

average conservation and development needs.146 However, blacks 

received only 2.6 percent of the loans under this program, and only 

0.8 percent of the total amount loaned. The average loan for blacks 

was $9,136, less than one-half the average loan amount of $21,922 

147 .
for whites (see table 4.8). 

145. 1981 Appropriations Hearings, p. 158. 

146. U.S., Department of Commerce, Land and Minority Enterprise: 
The Crisis and The Opportunity, prepared by Dr. Lester H. Salamon 
for the Office of Minority Business Enterpise (1976), p. 23. 

147. Report Code 691 (FY 1981). 
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TABLE 4.7 


Economic Emergency Loans 

(Ft 1981) 

No. Percent Total amounts 
(thous.) 

Percent Averale 
loan-Whites 

<
25,733 96.6 $1,~18,664 96.4 $43,472 

Blacks 330 1.2 19,239 0.8 27,997 
Ottter* 

TatAL 

573 

43,696 

2.2 

100.0 

32 1769 

$1,160,672 

2.8 

100.0 

57 2236 

i43,575 

---'----------------------------------------------------------
*11llc1udes Hispanics, Nativ.e Americans, and Asians. 

So'urce: U.S., Department of Agriculture, Farmers Home Administration, Computer Data 
entitled "Distribution of Loans Made by SixSpec1f1ed Types by Race and Ethnic Group,"
Be~rt Code 691 (Fiscal Year 1981). 
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In 1981 black farmers received only 1.2 percent of the total 

nmnber of economic emergency loans (down from 2.0 percent in 1980) 

and only 0.8 percent of the total dollar amount loaned under this 

program. The average loan amount for a black recipient was $27,997, 

one-third less than the average loan amount, of $43,472 for white 

farmers143 (see table 4.7). 

A GAO study conducted in 1979 found that the average borrower of 

an economic emergency loan had a net worth of $202.000 and a farm of 

about 570 acres. The average loan was $137.000. Only in isolated 

cases were tests made by FmBA to determine whether credit was 

available to borrowers elsewhere.144 

143. Report Code 691. These data also show that Hispanics outside 
of Puerto Rico rece!ved 0.7 percent o.f the total economic emergency 
loan amount; American Indians. 0.8 percent; and' Asians, 0.5 percent. 

144. Eschwege Testimony. 
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. 	 136
The act authorizes a program of insured or guaranteed 

loans137 to farmers, ranchers, farm cooperatives, corporations, 

and partnerships primarily engaged in agriculture who are unable to 

obtain credit from normal borrowing sources due to national or 

138area-wide economic stresses. These loans may not be used to 

purchase or lease additional land, but may be used to refinance 

outs~anding indebtedness (except for a farm or real estate purchased 

· h ) 139 within t e year • 

The interest rate for insured loans under this program is based 

on the cost of money to the Government; the rate for guaranteed 
, 140 

loans is agreed on by the borrower and the lender. The ceiling 

. 141 


on economic emergency loans is $400,000, repayable in7 to 20 
142 

years at the discretion of the Secretary of USDA. 

136. A'bout 96 percent of all e,conomic emergency loans were 

insured. Testimony of Henry Eschwege,Director, Community and 


.Ecouomil: Development 	Division, U.S. General Accounting Office, 
before the Subcommittee on Conservation and Credit of the House 
Committlee on Agriculture, Jan. 31, 1980 (hereafter cited as Eschwege 
Testimoil.'lY) • ' 

. 
137. FI)ur percent of all economic emergency loans were guaranteed. 
Eschwegl! Testimony. 

138. 7·U.S.C.A. prec. §196l note, sec. 202 (Supp. 1980). 

139. Id. Sec. 203(a). 

140. Id. Sec. 204(b). 

141. Id. Sec. 207(b). 

142. Id. Sec. 204(c). 

• ....... " __ w ,I~ 
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credit elsewhere could target the loans to disaster-related 

128needs. 

Economic Emergency Loans 

The Emergency Agricultural Credit Adjustment Act,129 enacted in 

August 1978, established a temporary economic emergency loan program 

in response to severe difficulties farmers were having in obtaining 

credit.130 The continuing tight credit situation prompted 

. 131
Congress to extend and expand the act in March 1980. Though· 

the act expired September 30, 1981, Congress is considering 

. . 132
reauthorizing it in the 1982 Farm Bill. 

In Fiscal Year 1981, the economic emergency loan program 

provided the second largest dollar amount of any of FmHA's farm 

133 programs $1,160,672,000. (The dollar amounts provided in 

Fiscal Year 1979 and 1980 were considerably larger, about $3 
134 . '.. 135

billion and $2 billion respectively). 

128. Ibid., p. ii. 

129. Emergency Agricultural Credit Adjustment Act of 1978, Pub. L. 
No. 95-334, tit. II, 92 Stat. 429 (current version at 7 U.S.C.A. 
prec. §196l note (Supp. 1980». 

130. S. Rep. No. 96-591, 96th Cong., 2d Sess. 6, reprinted in 
{19801 U.S. Code Congo &Ad. News 217, 222-223 (hereafter cited as 
S. Rep. No. 96-591). . 

131. Ibid. 

132. Ken Auer, staff, Senate Appropriations Subcommittee on 
Agriculture, telephone interview, Nov. 5, 19.81. 

133. Report Code 691 (FY 1981). 

134. 1981 Appropriations Hearing~, p. 126. 

135. Report~ Code 691 (FY 1980) • 

. - . .. . 
~~:: ';'~""< 



.. ~...... 

116 
./ 

millionaires. 125 (The above-mentioned regulations subsequently 

imposed the $1.5 million limit on loans.) The disaster loan program 

illustrates, most graphically, a Federal program providing funds to 

well-established farmers, in some instances, for less than essential 

purposes, and in some cases, even when credit can be obtained from 

other sources. 

The General Accounting Office reviewed a sample of disaster 

loans in 1979 and found that many loans were provided to borrowers 

who could have obtained credit from sources other than FmHA. GAO 

estimated that 41 percent of the borrowers in Alabama, 29 percent in' 

Texas, '21 percent in Georgia, and 8 percent in Louisiana could have 
. 126 

received credit elsewhere. According to the'GAO, the FmHA test 

to determine whether credit is available elsewhere for loan 

applicants "was widely ignored or received only cursory 

attention••.127 Furthermore, GAO was not confident that disaster· 

loans were being used for appropriate needs. 

Generally, little or no assurance exists that disaster 

assistance loans are not used in frivolous ways, 

particularly by wealthier borrowers. limiting the 

disaster assistance loans to borrowers unable to obtain 

125. Report Code 631 (FY 1980). 

126. U.S., General Accounting Office, Farmers Home Administration 
and Small Business Administration Natural Disaster Loan Programs: 
Budget Implications and Beneficiaries (Aug_ 6, 1979), p. ii. 

127. Ibid., p. 32. Subsequent regulations have provided for 
stricter "credit elsewhere" tests, including written declinations of 
credit by lenders; but for loans of less than $300,000, the 
requirement for written declinations may be waived by the county 
supervisor. 7 C.F.R. §1945.56(b)(2)(i)(c)(1981). 
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TABLE 4.6 

Disaster Emergency Loans 

No. Percent 

Whites 

Blacks 

Other* 

128.637 

8.379 

1,974 

92.6 

6.0 

1.4 

TOTAL 138,900 100.0 

(FY 1981) 


Total amounts 

(thous.) 

$4,890,079 

152,470 

69.742 

$5.112,290 

Percent 

95.7 

3.0 

1.3 

100.0 


Averaae loan 

$38,015 

18,198 

.35,110 

$36,~82 

, ;. 

*lncludes Hispanics. Native Americans. and Asians. 

Source: U.S" Department of Agriculture, Farmers Home Administration, Computer Data 

entitled -Distribution of Loans Hade by Six Specified Types by Race and Ethnic Group," 

Rep,ort Code 691 (Fiscal Year 1981). 
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120
undet' $500,000 to cover actual disaster losses. For borrowers 

unable to obtain credit elsewhere, loans for actual losses from 

disae:ter are made at an interest rate not exceeding 8 percent; for 

additional loan amounts, and for borrowers able to obtain credit 

elselii'here, interest rates shall not exceed the prevailing market 

121rates. Loans are repayable in 7 to 20 years for operating 
, 122

loans and up to 40 years for farm ownership loans. 

Over i5 billion in disaster loan money was provided to farmers 

in FY 1981, but only 3.0 percent was received by blacks. The 

average loan was i18,198 for black farmers compared to $38,015 for 

whites123 (see Table 4.6). 

Congressional appropriations hearings in 1980 revealed that in 

1979, FmBA made disaster loans to a significant number of 

multill1lillion dollar farm establishments. More than 300 borrowers 

recei'V'ed il million or more each. One borrower received more than' 

124ilO m:Ulion. In other words, more than i300 million, 10.5 

perCe)[lt of the total disaster loan money that year, was awarded to 

120. 7 C.F.R. §1945.56~ .63 (d)(198l). 

121. Pub. L. No. 97-35, Sec. l62(a)(1), 95 Stat. 378, reprinted ~ 
U.S. t:ode Congo & Ad. News 378 (Supp. 7, Sept. 1981). 

122. Id. §§1945.68(b)(1)(i), (b)(2)i 

123. Report Code 631 (Pi 1981). These data also reveal that 
Hispal1ics outside of Puerto Rico received 0.5 percent of the total 
loan llmount under the emergency disaster loan program; American 
Indial1S received 0.7 percent; Asians, 0.2 percent. 

124. U.S., Congress, House, Subcommittee of the Committee on 
4PprOI)riat!ons, Agriculture, Rural Development and Related Agencies 
Appro))riations for 1981, 96th Congo 2nd Sess. (1980), p. 10-11. 
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increased from $35,250 to $75,277. Thus, the average loan to blacks 

was less than one-fourth the average loan to whites in FY 1981. 

Disparities in average loan amounts between blacks .and whites also 

increased in North Carolina, Florida, . and Alabams between FY 1980 

'and 1981.115. 

Emergency Disaster Loan Programs 

In Fiscal Year 1981 the emergency disaster loan program provided 

borrowers with the greatest number of loans and the largest total 

_u A 'f 1 116 Dnd . hidollar amount 0 f any 0 f &"IIIDA S arm oan programs. er t s 

program, loans are made in designated disaster' areas 

(Presidentially-declared or State director authorizedl, to 

established farmers, corporations, partnerships, and cooperatives 

engaged primarily in farming. Applicants need not be family . . . 

farmers, 117 and the limit on a borrower's principal indebtedness 

under this program at anyone time, as recently established in 

regulatiOns, is $l.~ million.118 

Loans may include, but are not limited to, the amount of the 
. 119

actual loss sustai~ed as a result of the disaster. Applicants 

who are able to obtain credit elsewhere are eligible for loans 

115. Ibid. 

116. Ibid. 

117. 7 U.S.C. §196l (Supp. III 1979). 

118. 7 C.F.R. §1945.66(d) (1981). ·The $1.5 million limit does not 
apply to borrowers who received emergency diaaster loans prior to 
Dec. 15, 1979. 

119. 7 U.S.C. 51962 (1976). 

t, 4 OJ:,.. 
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TABLE 4.5 

Farm Operating Loans 
(FY 1981) 

a ,) 
f No. Percent Total amount Percent Averase loan ,) (thous.), 

Whites 26,472 89.8 $769,085 93.5 $29,053 
- .''':';,:... . Blacks 1,710 5.8 23,183 2.8 13,557· 
. ,"-. 


:. '.' 
 Other;· 1,314 4.5 30,346 3.7 23,094 

TOTAl. 29,496 100.0 $822,614 100.0 $27,889 

• lncludes Hispanics, Native Americans, and Asians. 

Sourc:e: U.S., Department of Agriculture, Farmers Home Administration, 
COmplJter Data entitled "Distribution of Loans Made by Six Specified 
Typeii by Race and Ethnic Group", Report Code 691 (Fiscal Year 1981). 
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1981111 (see table 4.4). The percentage of loans to blacks 	fell 

112
from 7.9 percent to 5.8 percent between FY 1980 and FY 1981. 

(See table 4.2.) 

State data reveal that the number of operating loans made to 

blacks declined steadily between 1979 and 1981 in some States. For 

example, in Virginia,' loans to blacks declined from 187 in 1979, to 

117 in 1980, to 51 in 1981; from 74, to 54; to 50 in Texas; 	 from 254 

to 240, .to 115 ,in South Carolina; from 495 to 341, to 279 in North 

113Carolina; and from 60 to 55, to 26 in Florida.

.Ana1ysis of t~ta1 and avera8~ loan amounts reveals wide 

disparities when broken down by race. Table 4.5 shows that 	while' 

blacks .received 5.8 percent of all loans, they received only 	2.8 

percent of the total loan amount (down from 3.5 percent in FY 1980). 

,The average 1981 operating loan for blacks was $13,557, contrasted 

with $29,053 for whites. 114 State data reveals growing 

disparities in average loan amounts in some States. In Texas, for 

example, the average black farm operating loan declined from $19,074 

to $16,960 between 1980 and 1981, while the average white loan 

111. Report Code 631 provides data for 1979 through 1981. Graphs 
prepared by USDA, Office of Equal Opportunity entitled "Percent and 
Number of Operating Loans to Minorities by Fiscal Year,'o provide 
1969-1978 data. 

112. Report Code 631 (FY 1981). 


113 Report Code 631 (FY 1980 and FY 1981). 


114. FmHA Report Code 691 (FY 1981). The average operating loan 

for Hispanics was $20,330. Excluding Puerto Rico,Hispanics 

received 1 percent of all operating 10ans~ 
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1981 

1980 

1979 

1978 

1917 

1976 

1975 

1974 

1973 

1972 

1971 
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TABLE 4.4 

Farm Operating Loans to Minorities 
(Fiscal Years 1971-1981) 

Number of loans 

3,024 

"3,772 

3,344 

4,154 

4,289 

5,294 

6,490 

6,824 

6,403 

5,347 

5,287 

Percent of total 

10.3 

11.7 

9".8 

8.8 

10.• 8 

12.3 

13.8 

13.3 

12.5 

12.3 

12.5 

Source: U.S., Department of Agriculture, Farmers Home 
Administration, Computer data entitled "Racial Program Participation 
by Fiscal Years" (Fiscal Years 1980 and 1981), Report Code 631. 
Graph prepared by USDA, Office of Equal Opportunity entitled 
"Percent and Number of Operating Loans to Minorities by Fiscal Year" 
(Fiscal Years 1969-78). 
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increasing. For the most dramatic example, in Alabama the average 

farm ownership loan to blacks fell steadily from $27,811 in 1979, to 

$21,027 in 1980, to $10,769 in 1981; at the same time, the average 

farm ownership loan to whites increased from $47,057 in 1979, to 

$58,420 in 1980, to $64,664 in 1981. Thus, in 1981, the average 

black farm ownership loan was-only one-sixth the amount of the 

i08 
average white farm ownership loan in Alabama. 

Farm Operating Loan Program 

Farm operating loans may be used to purchase farm equipment, 

livestock supplies, and home needs; to abate pollution; or by rural 

. f "i 109residents and f armers to operate non arm enterpr sese 

Eligibility and interest rat.es for these loans are the same a"s for 

farm ownership loans. However, while farm ownership borrowers have 

40 years to repay, farm operating loans must be repaid within 7 

years, with a possible rescheduling for up to an additional 7 

110years. 

The farm operating loan program has a higher rate of. minority 

participation than the farm ownership program. However, an 

examination of loan data over the past decade shows that minority 

participation, both iIi terms. of num.ber of loans and as a percentage 

of all loans, is lower now than it was in 1971. At their peak in 

1974 minority loans reached 6,824, compared to only 3,024 in 

108. Report Code 631 (FY 1980 and 1981). 

109. 7 U.S.C. 1942(a)-(c) (1976 and Supp.-III 1979). 

110. Id. §316(b) 

·___ _._ -.......J. ______ • "
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number to 550 in 1980.)101 In 1981 Six farm ownership loans were 

102
made to blacks in the State of Texas. . 

Other States followed this pattern of steadily lowering their 

103
goals a'nd accomplishments between 1979 and 1981. North 

Carolirul targeted 65 farm ownership loans for blacks in 1979 and 

made 47 such loans; in 1980 the target was lowered to 50, and the 
. 104 

actual 11umber of loans theI.1 declined to 38. The target was 

lowered again in 1981, to 37, and the number of loans dropped to 

33.105 Between 1980 and 1981, the number of farm ownership loans 

made tO,blacks in Mississippi fell from 101 to 30; from 33 to 11 in 

TennessE!ej from 20 to 11 in South Carolina; from 23 to 10 in 

Virginis':j and from 37 to 17 in Alabama. l06 

Data also reveal disparities in the average amounts loaned to 
\ 

blacks a,nd whites. The average farm ownership loan to blacks in 
107

1981 was $45,204 compared to $68,784 for whites. (See table 

4.3.) In some States, the disparity between blacks and whites is 

101. Report Code 631 (FY 1980). 

102. Report Code 691 (FY 1981). 

103. The total money obligated for farm ownership loans increased 5 
percent between FY 1979 and FY 1980, and declined 14 percent between 
FY 1980 iand FY 1981. Report Code 631 (FY 1980 and FY 1981). 

104. Re;port Code 631 (FY 1980). 

105. R~I~ort Code 631 (FY 1981). 

106. Ib:ld. 

107. Ib:Ld~ 

• ~ •• 4"'i'I'Ir.'!1l,"·'~"."-~"""'.""~":"."l"',":""'.~'\""''t'!"I. 
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Table 4.3 

Farm Ownership Loans 
(FY 1981) 

No. Percent Total. amount Percent Average loan 
(thous.) 

Whites 10,991 94.0 $756,004 95.1 $68,784 

Blacks 226 1.9 10,216 1.3 45,204 

Others* 476 4.1 29!134 3.7 29,835 

TOTAL 11,693 100.0 $795,353 100.1 $68,020 

*lnc1udes Hispanics, Native Americans, and Asians. 

Source: U.S., Department of Agriculture, Farmers Home Administration, Computer 
Data entitled "Distribution of Loans Made by Six Specified Types by Race and 
Ethnic Group," Report Code 691 (Fiscal Year 1981). 
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interest: at a rate not more than the cost of money to the 

governmEmt, about 10.5 percent • The interest rate on guaranteed 

10ans96 was negotiated by the lender and the borrower. 97 

I ,) In I~Y 1980 blacks received 3.1 percent of all the loans provided 

,f under the farm ownership loan program (limited resource and othe,rs
I 
J 

combined)..98 In FY 1981 the number of black farm ownership loansL.. 
99dropped to only 1.9 percent of the total. The total dollar 

r....... · amount loaned to blacks also fell, from 1.7 to 1.3 percent of the 
. 100

overall dollar amount loaned (see table 4.3). 

As Iloted above, examination of State loan and target data for 

the fanD ownership program reveals FmBA's failure to set meaningful 

goals in its efforts to serve blacks. For example, in Texas, FmHA 

targeted 27 loans for blacks in 1979, but actually made only 5 such 

loans. Rather than striving to meet the original target, FmHA 

lowered the 1980 goal to eight loans and made nine. (In'-contrast, 

the Texas FmHA made 496 loans to whites in 1979 and increased this 

96. GWlranteed loans are "made by private lenders with FmHA 
guarant,!eing to make up to the lender ninety percent of any loss of' 
principlll and interest resulting from failure of the 10an[s1.·· ld. 

97. Ca'l1anaugh testimony', p. 97. 

98. Report Code 691 (FY 1981)•. Separate limited resource loan data 
for the farm ownership program were not made available to USCCR 
staff. . 

99. Ibid. 

100. Ibid. These data also reveal that Hispanics outside of Puerto 
Rico received less than 1 percent of the total amount loaned. under. 
the farin ownership program, Asi$ns received three-tenths of 1 
'percent, and American Indians received seven-tenths of 1 percent • 

•• _.- .•.• - ..........iio!'
.. --.-....,...--.~ .•~1[ 
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farmers,· the pilot project for small farm enterprises and the small 

farm assistance program, also have not received the necessary 

attention and emphasis from FmBA program administrators to make them 

successful. 

,As the following program discussions indicate, each of FmBA's 

farm loan programs is designed to meet the needs of struggling 

farmers ,and could contribute significantly to the viability of black 

agriculture. However, program participation data suggest that the 

potential these programs have to provide special services to blacks, 

has not been fulfilled. 

Farm OWnership Loan Program 

Farm ownership loans are for borrowers who cannot obtain'credit 

elsewhere to improve or purchase.farms, refinance debts, finance 

94nonfarm enterprises, or make additions to farms. FmBA targeted 

25 percent of all farm ownership loan funds for limi.ted resource, 

low-income farmers in 1980~ These farmers were charged interest at 

'95 a rate of 6, percent', while other borrowers of insured loans , paid 

94. Consolidated Farm and Rural Development Act, as amended, 7 

U.S.C'. §§i922, l,923(a) (Supp. III 1979). 


95. Insured loans have the primary characteristics of what most 
people regard as "direct" loans. They are made directly from the 
agency to the borrower out of the Agricultural Credit Insurance Fund, 
and the Rural Development Credit Insurance Fund, (revolving funds 
administered by FmBA). "The fund is supplied with money by private 
investors who buy government certificates of beneficial ownership. 
The purchaser's investment is fully insured by the Government 
against any loss of either principal or interest. FmBA performs all 
collection and servicing functions in connection with the loans." 
H.R. Rep. No. 95-98~, 95th Congo 2d Sess.'20, reprinted in [1978] 

. U.S. Code Congo & Ad. NewS 1106, 1125. 
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87and first in the number of disaster loans. In contrast, Texas, 

which is ranked 4tb']among all States for its black farm ~perator 

88 . 
population, ranks 9th in operating loans, 12th in economic 

emergency 	loans, 10th in ownership loans, and 10th in disaster loans 

89 
to blacks.

All of FmBA's farm loan programs are intended for f~rmers in need 

90
who ca'llnot obtain credit elsewhere. However, some of the farm 

loan programs are especially intended for minority and low income, 

small :farmers •.. To ensure that these farmers benefit from FmBA t s 

credit programs, 25 percent of the farm ownership and,farm operating 

loan p:rogram funds have been targeted as limited resource loans. 91 

These loans are provided under special terms and at reduced interest 

. !~2 
rates. However, available data indicate that even these loans do 

not aPi)ear to be reaching many black farmers. The major! ty of blacks 

receivjLng farm loans did so at regular interest rates rather than 

under the special limited resource loan provisions intended for 

farmeri; who would have difficulty repaying loans at regular interest 

~'3rates. 	 Two other programs especially geare~ towards small 

--~',-

87. RElport Code 691 (rY 1981). 

. . 88. HI78 	Census of Agriculture, p. 209 • 

89. RE'!port Code 691 (rY 1981). 

90. 7 C.F.R. §§194l.6:l943.6, .106; 1945.56, 105. 

91. C~ilvanaugh Testimony. 

92. Ibid. 

93. Se:e section on special programs for small farmers in this' 
chapter. 
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83However, these target~ frequently are not met. In Florida, for 

example, under the farm ownership program, FmHA targeted 38 loans 

for blacks in 1979, but actually made only 7 such loans. Rather 

than striving' to meet the original target, FmHA lowered the 1980· 

goal to 25 loans; the actual loans made to blacks in 1980 

84subsequently fell to 3. In 1981 the target was again lowered, 

this time to 22; the actual number of farm ownership loans made to 
, 85 

blacks in 1981 was 4 •. 

Some States stand out in their services to blacks. For example, 

Louisiana, when ranked against other States, is eighth with the 

86number of black farmers in its population, but first in the 

number of FmHA farm operating loans to blacks, third in the number 

of economic emergency loans, third in the number of ownership loans, 

83. FmHA officials indicate that they intend to combine loans from 
all the farm programs when evaluating loans against targets. They 
maintain that this will be fairer to the States. These officials do 
not believe that it is important to distinguish between the farm 
programs and presume that loans will be provided to all borrowers 
under the program offering the best possible terms. (Meeting 
between Farmers Home Administration and Commission staff, Jan. 6, 
1981. ) The Commission believes that combining the data will have 
the effect of camouflaging weak program areas. 

84. Report Code 631 (FY 1980.) 

85. Report Code 631 (FY 1981.), 

86. Louisiana is ranked eighth using data from either the U.S. 

Census or USDA's Agricultural Stabilization and Conservation 

Service. 1978 Census of Agriculture, p. 209; Equal Opportunity 

Report: USDA Programs--1980, P: 37. 
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Table 4.2 

Farm Loans Awarded in Five FmHA Programs 

, 
J 
» 
s 

j 
'~ 

OWneriJhip 	 loans 
1980 

1981 

OperaUng 	loans 
1980 

1981 

DisaSlter 	loans 
1980 

1981 

Econojaic 
emergi!ncy loans 

1980 

1981 

So11 
and viater loans 

1980 

1981 

by Race of Beneficiaries 
(Fiscal Years 1980 and 1981) 

Percent8se of total 
number of loans 

Whites Blacks Others . White 

92.9 3.1 4.0 95.1 

.94.0 1.9 4.1 95.1 

88.2 . 7.9 3.9 93.0 

89.8 5.8 4.5 93.5 

89.6 7.6 2.8 94.7 

92.6 6.0 1.4 95.7 

96.3 2.0 1.,7 97.1 

96.6 1.2 2.2 96.4 

94.5 2.9 2.6 97.1 

94.7 2.6 3.3 95.8 

Percentale of total 
dollars loaned 

Blacks 

1.7 

1.3 

3.5 

2.8 

3.3 

3.0 

0.9 

0.8 

0.9 

0.8 

Others 

3.1 

3.7 

3.5 

3.7 

2.0 

1.3 

2.0 

2.8 

2.0 

3.4 

Source: u.S., Departcent of Agriculture, Farmers Boce Adainistration, Coaputer Data 
entitled "Distribution of Loans Hade by Six Specified Types by Race and Ethnic Group," 
Report Code 691 (Fiacal Years 1980 and 1981). 

. -- -~-.-----..........,.""!<~.""'.'!-. 
..:..~.~' 
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proportion of farm loan applications filed by blacks. However,. 

despite low black application rates for economic emergency~ and soil' 

and water loans (2.4 and 3.7 percent respectively), blacks received 

80these loans at even lower rates (2.0 and 2.9 percent). 

FmBA data are not available regarding the inco~e, assets, and 

farm size of FmBA farm loan applicants and borrowers, broken down by 

race and ethnicity. Thus, comparisons cannot be made concerning the 

number and size of loans awarded to black and white ~armers within 

the same category of income~ assets, and farm size. 

The decline in FmBA services to black farmers between 1980 and 

1981 may reflect either a failure on the part of some States to meet 

minority targets, or the setting'of declining targets for minority 

services, or both. Examination of State loan and target data for 

the farm ownership and farm operating loan programs over the past 3 

81years, for example, reveals FmBA's failure to set and meet 

meaningful goals in serving blacks. As both a management tool and a 

civil rights requirement, State FmBA offices are asked to provide 

the national office with 'loan targets~projected goals of the number . 

82of loans they will make, by program type, broken down by race.

80. Ibid., Report Code 631, and Report Code 691. 

81. Report Code 631. 

82. Instructions were included in a memorandum from Gordon 

Cavenaugh, FmBA Administrator, to FmBA State directors, May 23, 1980. 

Secretary's memorandum no. 1662, supp. 5, "USDA Policy on Civil 

Rights" May 18, 1972, initiated program targeting. 


·.4 . ,--1
", 
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applj~cation data with actual loan data 	because the application data 

77
include initial loan applications only, while the loan data 

combj~ne initial and subsequent loans made within the fiscal 

78 year.. Thus, the rate at which blacks and whites are denied 

10anEl cannot be ascertained. 

J~pplication data are also limited in that they may not reflect 

the true number of potential borrowers • "Pre-application 

discc)uragement", which occurs when potential applicants inquiring 

about loans are discouraged from,filing applications, is not 

reveitled in application data. Similarly, potential applicants who 

are unaware of loan programs, or who are discouraged by their own 

'past experiences or those of others, may not file loan applications.
. . 

Keeping in mind these limitations on loan application data, the 

data still are of interest. For fiscal year 1980, the data showed 

that 4.5 percent of the initial farm loan applications received by 

79
FmHA were from' blacks. Generally, the proportion of initial and' 

subsl!quent loans which were made to blacks was higher than the 

77. Ibid~ 

78. Report Code 691 and Computer data provided by USDA, Farmers 
Home Administration, Management Information Systems DiVision, 
enti1t.led "Racial Program Participation by Fiscal Years" (Fiscal 
Years 1980 and 1981), Report Code 631 (hereafter cited as Report 
Code .631). 

79. Manually tabulated data provided by USDA, Farmers Home 
Admi:llistration, Management Information Systems Division, entitled 
"Applications for Initial Insured and Guaranteed Loans Received by 
Type of Loan and Race or Ethnic Group During 1980 Fiscal Year 
Through September 30, 1980". (hereafter cited as FmHA Loan 
Application Data). 

,0: c. 

. ;!t* 
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, 73 
program (see table 4.2). In fiscal year 1981 the Farmers Home 

Administration obligated almost $7 billion u~der these farm loan 

programs. Blacks received. 5.1 percent of the total'number of FmHA 

. farm loans, but only 2.5 percent of the total dollar amount loaned. 

74The average loan amount for blacks was $18,290, less than 

75one-half the average loan amount of $39,082 for whites.

It was not possible to determine if the decline in loans to 

blacks in 1981 corresponded with a decline in black loan 

applications; fiscal ,year 1981 FmHA loan application data broken 

down by race and ethnicity were not.available as this report was 

written.76 It is difficult. in any case. to compare F~'s 

73. The "average" loan amounts in this report are calculated as 

arithmetic means. 


74. Computer data provided by USDA. Farmers Home Administration. 
Management Information Systems Division. entitled "Distribution of 
Loans Made by Six Specified Types by lace and Ethnic Group" (Fiscal 
Year 1981), Report Code 691 (hereafter cited as Report Code 691). 

75. Farmers Home Administration officials pointed,out that on a per 
aCTe basis (based on the average sizes of black and white-operated 
commercial farms in the South) the average loan per acre for blacks 
was greater than that for whites. (Meeting .between Farmers Home 
Administration and Commission staff, Jan. 6. 1982.) However, a "per 
acre" comparison is not meaningful because small farms. regardless 
of their size. must have the basic farm buildings and equipment 
minimally necessary to operate and, often, a greater proportion of 
land on small farms is developed. Thus. the value of land and 
buildings operated by blacks, on a per acre basis, is 34 percent 
greater than that for whites and, therefore. has greater loan 
leveraging power. (See note 62, Chapter 3 of this report.) Data, 
broken down by race. regarding the actual assets of FmHA loan 
borrowers are not available for'more meaningful comparisons. 

76. Sinney Turner, staff, Management Information Systems Division, 
Farmers Home Administration, telephone interview, .Nov. 30, 1981. 

------~.~,-------------. 
' " 

","1. 

... 


http:written.76


! 
,) 
,) t ,

L., 


98 " 

While FmHA programs, alone, cannot overcome gross economic 

trends in agriculture, they are intended to support the continued 

existence of family-sized farming. Since black-operated farms are 

the most threatened portion of that part of the agricultural sector, 

for a variety of reasons t' assisting them should, logically, assume a 

high pril)rity in FmHA. Without attempting to establish a single, 

numerical indicator of program participation "parity," the following 

analysis I'. therefore, is intended to provide a basis for evaluating 

the extetlt of FmHA's efforts to ameliorate the declining position of 

black fal1Ders. 

Black Participation in FmHA Farm Loan Programs 

The Farmers Hom~ Administration administers five farm loan 

programs geared toward meeting the essential needs of farmers who 

are unable to obtain credit elsewhere: the farm ownership, farm 

operating, emergency disaster, economic emergency, and soil and 

water loao programs. T~ree other FmHA programs are .designed , 

particula:rly to meet the special needs of small farmers: the limited 

resource loan program, the pilot project for small farm enterprises; 

and the s'la.all farm assistance program. These latter programs have 

not been Iluthorized separately t but are operated primarily under the 
. . 

provisionil of the farm ownership and farm operating loan programs. 

In eac:h farm loan program, the proportion of the total number of 

loans madE~ to blacks declined between 1980 and 1981. Similarly, the 

proportioll. of the total dollar amount loaned to blacks fell in each 
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case. 'In 1979, FmBA used U.S. Department of Agriculture, Soil 


70
Conservation Service data, and in 1980, it used the census count 

71 
; I: 

of farm operators. Now, upon reading a praft of this Commission 

~eport, FmBA officials indicate that they intend to change the data 
, ! ,base once again, this time to include only those farm operators with 


72
annual sales over $2,500, as counted by the Census.FmHA 


regulations, however, do ,not limit loans to farmers with sales above 


$2,500. While this change in the data base has a superficial appeal 


in focusing on the most viable farms, it represents an unnecessary 


statistical limitation which adversely affects black farmers. As 


discussed ,in Chapter 3 of this report, a disproportionate number of 


black farm operators have farm sales under $2,500. Furthermore, 


many additional black rural residents live on farms and are employed 


in agriculture. With the assistance of FmBA, many of these black 


rural residents could become self-employed as farm operators. 


Basically, blacks who are not now successful commercial farmers are 


not considered, potential borrowers in FmBA's statistical analysis. 


Rather than providing black farmers the means to expand and improve 


their farming capability, this attitude will, only serve to speed 


their decline. 


70. Equal Opportunity Report: USDA Programs--1979, pp. 88-91. The 

number of minority farm operators counted by the Soil Conservation 

Service is more than double the number counted by the Census~ 


71. Equal Opportunity Report: USDA Programs--1980, pp. 56, 57, 60, 
61. 

72. Meeting between Farmers Home Administration and Commission 

staff, Washington, D.C., Jan. 6, 1982. 


~'.4"',.___. --'-·-·-----.---  --1 
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practices which have militated against the success of black farm 

oper,1tors, it can be assumed that black farmers are 

disp:C'oportionately in need of FmHA assistance. And because of their 

low :lncomes, limited off-farm employment, and small landholdings; it 

can 1~ assumed that black farmers are disproportionately unable to 

obtaln credit elsewhere. On these bases, then, it would be expected 

that black farmers should receive a disproportionately large share 
I 

of FuaHA loans. For, 1£ the number and' amount of loans to blacks 

I 

were equal to only their proportion of the farm operator populatiOn 
. I 

(2.3 percent), or even the farm resident population (4 percent), it 
. ! 

is cl.ear that this level of effort would not be substantial enough 
i 

to offset the disadvantages FmHA programs are designed to address~ 

much less to ha~t the rapid decline of black farming. 

But, rather than targeting a greater proportion of their 

services to black· farmers, based on their disproportionate need, the 

Farmers Home Administration has chosen to seek parity in services 'to 

blacks and whites, based on data that undercounts the number and 

proportion of black farmers in the total farm population. In fact, 

in tbe last two years FmHA twice has changed the data base it uses' 

to del~ermine the rate at which minorities are receivIng loans, and' 

with leach consecutive change FmHA has disproportionately narrowed 

the dllta base of minority farmers considered eligible for FmHA 

servil:es. By narrowing the data base,FmHA gives the appearance o~ 
. : 

servil18 a greater proportion of black farmers than is truly the .: 

.- -.-.,- ,,~ ~. 
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USDA's Agricultural Stabilization and Conservation Service (ASCS) 

also appear to suggest undercounting by the census. ASCSdata 

indicate that there are 5,165,564 farmers nationwide, more than 

twice the number counted in the 1978 U.S. Census of 

65Agriculture., ASCS data also indicate a higher proportion of 

minority farmers than reported by the census. (ASCS minority data 

are not broken down by specific minority groups.) While the census 

reported minorities as 3.2 percent of all farm operators in the 

66 	 " U.S., ASCS found minorities made up 5.2 percent of the. 
total. 67 Similarly, for the South, census data 	reported 

68 ' 
minorities as 6.0. percent of all farm operators, while ASCS data 

69indicate minorities represent 9.0 percent ,of the total. Thus, 

various sources of data 'provide conflicting estimates of the true 

number 'and proportion of black farmers in the total farm population. 

Obtaining accurate and relevant data is further 	complicated when 

taking into account FmBA's mission to serve farmers with essential 

needs, who cannot obtain credit elsewhere. There are no available 

data reflecting how many farmers fall into this 	needy category 

altogether lor by race. ,However, due to historical circumstances and 

current economic conditions, government policies, and institutional 

65. Ibid., pp. 37-38,. 

66. 1978 Census of Agriculture, pp. 118,,207. 

67. Equal Opportunity Report: USDA Prop,rams --	1980, pp. 37,38. 

68. 1978 Census of Agriculture, pp. 118, 207. 

69. Equal Opportunity Report: USDA Programs 	 1980, pp. 37. 38. 

QI!!<a;>"W-"~."".~'~~\i!",,;--~---'-"'- •• , .•• _-' •• '" .•. - .. " 
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Tennessee lost 93.3"percent of its black committee members, Geor~ia, 
I 

i
60.7 	:percentj Mississippi, 56.3 percent; and Alabama, 48.6 

64percent (see table 4.1). The decline of black representation on 

FmHA t:ounty committees may affect adversely the services which FmijA 

provides to blacks.· 

Tel determine the extent to which black farmers are served by 
I 

programs which might offset, to some extent, their disadvantageous; 

position in agriculture, beneficiary data, broken down by race, are 

examin.ed here for the following programs: farm ownership, farm 

operating, emergency disaster, economic emergency, and soil and 

water. This comparative analysis does not suggest that specific 

program participation rates by blacks and whites indicate the 

presenl:e or absence of racial discrimination in FmBA programs. 
I 

Numberl; alone do not prove discrimination. Moreover, drawing ·such i 

concludons would be difficult because of the lack of appropriate 
, 

and reliable data against which the proportion of blacks and whites! 

being llerved by FmBA loans could be compared. For example, as 

explaitled in chapter 3, by its definition of a farm the u.s. Census 

of Agri.culture excludes.a greater proportion of black farmers than: 
I 

whites. Furthermore, there are indications that census enumerators: 

have historically failed to find black farmers at a 

disproportionately higher rate than white farmers (see app. C). 

Detailed records maintained and used at the local level by 

64. Ib:ld. 

http:examin.ed


Alabama 

Florida 

Georgia 

Mississippi 

North Carolina 

South Carolina 

Tennessee 

Texas 

Virginia 
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. Table 4.1 

Number of Black FmHA Committee Members 
(1979 and 1980) 

1979 1980 Percent change 

37 19 -48.6 

10 .14 -28.6 

61 24 -60.7 

48 21 -56.3 

47 31 -34.0 

27 19 -29.6 

33 2 -93.3 

33 18 -45.5 

49 29 -40.8 

Source: U.S., Department of Agriculture, Office of Equal· 
Opportunity, Equal Opportunity Report: USDA Programs--1980, pp. 53, 
73-76. 

._---- - --... ..... . . ..... "~ ~t ' •• ~ 
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59 
and 4.4 percent of employees at grade levels GS-ll or above. 

Moreover, the proportion of loan specialists who are black actually 

60declined from 6.8 to'4.8 percent between 1977 and 1980.

Also of concern is the racial makeup of FmHA county committe:es. 
~ 

"(C)omposed of three individuals residing in the county, at least 

two of whom are farmers ••• , (t)he committee determines the 

eligibility of individual applicants and the limits of credit to, be 

d d "61exten e • Committee members are nominated by FmHA county 


62
supe,rvisors and appointed by FmHA State directors. In 1980, 4:.3 

percent of all FmHA 	 county committee members were black, down from 

7.2 percent in 1979. From 1979 to 1980, the number of black 

'coumilittee members dropped from 427, to 257, a 39.8 percent declin~ in 
, 

blac,k participation 	in 1 year, while total committee membership rose 


63
from 5,863 to 5,966. The loss of black committee members .' 

appe:ars most dramatic at the State level, where, for, example, 

59. Hispanics comprise 1.6 percent of FmHA's total work force; 

Amel'ican .Indians, 0.59 percent; and Asians, 0.9 percent. These 

figlilres 'compare with a minority employment rate of 12 percent fo~ 


USDA and 23.5 percent for the entire Federal work force. USDA's; 

com~luter data entitled "lEO Tracking Reports as of 9/20/80-Grade 

Distribution Summary" (PFT-GS, World Wide), pp. 20, 162. ' 


60. USDA, Office of Equal Opportunity, Equal Opportunity Report: 

USDA Programs 1979, pp. 26, 28 (hereafter cited as Equal Opportunity 

Repcirt: USDA Programs--1979). I 


61. Equal Opportunity Report: USDA Programs--1980, p. 53. 

62. USDA, Citizens Advisory Committee on Equal Opportunity, Report 

to the Secretary (December 1980), p. 14. 


63. Equal Opportunity Report: USDA Programs 1980, pp. 53, 73~76. 
,Neither 	OEO nor FmHA has an explanation for the decline in black' 
committee membership. 

-.--.-'....,...---~-._I. 
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. 1uat i ons"~6 an ocused t hitr pro est'inayiti 11 on theva d f e e 


following selected grievances: 


excessive delays in loan approvals: frequently loans are not 

approved until July o~ August, after planting season, making it 

difficult to repay the loans; 

insufficient and inadequate loans, making it difficult to . , 

accomplish necessary tasks well, and hence, more difficult to repay 

loans; 

demand for proportionately greater amounts of collateral for 

black farmers than for whites; 

refusal to extend credit to beginning black farmers. 57 

Subsequent to the demonstration, USDA's Office of Equal 

Opportunity conducted a civil rights compliance investigation of 

.this local FmHA office. There were no findings of discrimination.58 

I 

The perc~ived and perhaps actual resistence to civil rights 

compliance in the Farmers Home Administration may be explained, at 

least in part, by low rates of minority employment in decisionmaking 
I 	 . 

I positions. Blacks comprise 7.3 percent of FmHA's total work force, 

56. Tom Burrell, sit-in participant, telephone interview, Hay 14., 
1981. 

I' 

I 
57. Ibid. See also, ruralamerica, vol. 6, no. 2,April~Hay 1981, 
pp. 1, 4. 

,58. 	 Wilbert Williams, FmHA team leader, Compliance Division, Office 
of Equal Opportunity (OEO), USDA, interview in Washington, D.C., 
Aug. 21, 1981. The OEO investigation report was not available at 
the time of this writing. 

"""''''; w_.______. 	 __............... 	 ____'.__ .. 
..,. .." ~ 
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Specific grievances were also expressed against FmHA county 

cOtDmittees, who determine eligibility of applicants and loan athounts 

to be awarded, based on information and recommendations provided by 

,FmHA staff. 

A large number of FmHA County Committees, 

including the Leflore County and Marshall County 

Committees, are staffed with persons who are 

biased against Black andlor small farmers and are, 

therefor~. incapable of objectively evaluating 
,~ 54

their loan applications~ 

The Marshall County FmBA County Committee pursues 

a policy and practice of making low-interest loans 

to,large' financially secure White farmers who do 
, 

, , 

not qualify, for such loans. This policy and 

practice is racially discriminatory and reduces or 

depletes loan funds which would otherwise be 

available to Plaintiff •••as a Black farmer and 
, 55 
other members of Plaintiff's Class. 

In March 1981 Black farmers from Arkansas, Mississippi, and 
" I 

I' 
I 

Tennessee held a 2l-day sit-in at a Te,nnessee county FmBA offic¢ to 

protest what they perceived to be discrimination by FmBA. They! 

expressed 'concern with "cronyism and capricious loan 

~---------------
54 • I bid., p. 8. 

55. Ibid., pp. 13, 14. 

, '--'-'.---"'+--'-."'.~-,.-
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the amount of 140,881 acres per year. Between 

1954 and 1974, Black owned farm acreage declined 

from 18.0 percent to 5.8 percent of the total 

52farm acreage. 

Among the complainants' specific allegations were the folloWing: 

FmBA pursues a policy of instituting foreclosures 

against delinquent small aDd Black farmers rather 

than refinancing their loans; -

FmBA pursues a policy and practice of maki~g loans 

to qualified small and Black farmers which amount 

to only a small portion of the demonstrated 

financial need while making loans of 100 percent 

of the demonstrated financial 'need to large white 

farmers; 

PmBA pursues a policy and practice of denying 

loans to Black and small farmers to lease land and 

of encouraging delinquent Black and small farmers 

to discontinue-farming and sell their land and 

- t 53equi pmen • 

52. Hudson v. FmBA, note 43 above, complaint at 8-9. The case was 
dismissed for failure to exhaust administrative remedies, but could 
have been reopened after exhaustion of the administrative complaint 
process. However, before this. process was completed one of the 
plaintiffs found it necessary to sell his farm and the other 
obtaIned off-farm employment. Thus, the case was dropped. (Isaiah 
Madison, attorney, telephone interview, Nov. 13, 1981.) 

53. Ibid., pp. 6-7. 

--- ..-. -. ----'--1- . 
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or more acres of land and more than 10 years of farm experience; 

none had knowledge of FmRA's economic emergency loan program. One 

black farme~ stated that he had asked the county supervisor whether 
I . . ~ 

FmHA administered any loan program which might assist persons who 

were experiencing economic hardships as a result of high unexpected 

production costs. He was told that such a program did not exist and 

advised to secure off-farm employment. :l:n contrast, the 

investlgators found that a 21-y~ar-old white male with no land 

receivi!d a $137,000 econoinic emergency loan from this local FmHA 

office to purchase a 30 acre farm in 1979 and an additional FmRA 

econom:tc emergency loan of $110,000 in 1980. 51 

Anclther complaint against the Farmers Home Administration~ filed 
I 

in U.S. District Court in December 1979, alleged discrimination 

against: black farmers in Mississippi: 

, FmHA pursues a racially discriminatory policy and 

practice in awarding, supervising and servicing 

farm loans which policy and practice have served 

to foster a radical decline in the number of 

Black farmers and Black owned farm acreage. 

During the twenty~year period between 1954 and 

1974, Black'farmers in the State ·of Mississippi 

declined from 46.8 percent to 15.2 percent of the 

total farm operators. Between 1954 and 1974, 
. , , 

Black farmers in Mississippi lost farm land in 
I' 

I 
f 

51. Ibld. 
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inordinate waiting periods between application a~d loan 

approval for blacks; 

absence of deferred loan payment schedules for blacks; 

requirements that some blacks agree to voluntary liquidation 

as a condition to obtaining loans; and 

disparities in the number and amounts of loans made to 

blacks. 

Data gathered in the OEO investigation indicated that the rural 

population in the area ·served by this FmHA office was 54.8 percent 

black, while blacks received only 28.7 percent of the number of FmHA 

farm loans awarded during 1979.49 Information on limited resource 

loans was not displayed on information racks, and black farmers in 

Gates County were found to be unaware of limited resource assistance 

50available through FmHA. 

OEO investigators interviewed six local black farmers working in 

the area served by this FmHA office. Each of these fa,rmers had 150 

49. FmHA--Gates and Hertford Counties Compliance Review. This 
information was included in the investigation report, but.it was not 
considered a finding of discrimination. OEO ~s not determined what 
the eligible population should be for farm loans or what proportion 
of loans should go to blacks, leaving this determination to FmHA. 
According to FmHA officials, for civil ,rights analYSiS, only those 
farmers with annual sales over $2,500 should be considered eligible 
for FmHA loans. (According to these officials, 16 percent of the 
farmers with sales over $2,500 in Gates and Hertford counties are 
black.) (Meeting betweenFmHA and Commission staff, Jan. 6, 1982.) 
FmHA regulations. however, do not limit loans to farmers with sales 
above $2,500. Thus, the Commission believes that this is .an 
unnecessary statistical limitation which adversely affects black 
farmers. (See further discussion of statistical data bases in this 
Chapter.) . 

50. Ibid. 

4.:* .• . ••• . ,---1 
. 
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sell their property by the county supervisor •••• 

These farmers are never informed of debt 

restructuring loans or other FmBA programs for 

persons who are delinquent... Nor are they 

informed of the proper procedure that FmBA must 

go th~ough in foreclosing on secured interests. 

Black farmers are told that if they sellout, the 

PmBA or county supervisor, personally, will give 

them money to build homes somewhere other than 

Gates or ~ertford County. Moreover, .when such a 

farmer does sellout, _ purportedly public sale 

is held. All property sold is usually purchased. 

by a select group of White iandowners or timber 

47 . entrepreneurs in the two counties. 

Initiated as a result of the above-mentioned complaint, an 

investigation conducted by USDA's Office of Equal Opportunity (OEO) 

confir:lIled that there were equal opportunity violations at this FmBAl
I 

. 
I 

48office, 	including: 

discrepancies in the real estate appraisal of farm.land 

owned by blacks (used to determine potential collateral); 

47. Ibid. 

48. USCCR staff review of USDA/OEO compliance review file, . 
"PmBA-7600-Gates and Hertford counties, North Carolina - Special 
Projects" (hereafter cited as FmRA--Gates and Hertford Counties 
Compli,ance Review), Washington, D.C., Apr. 23, ,1981. See also, 
Equal i,r)pportunity Report: USDA Programs- 1980, p. 30, and chap. 5 
of this report. 
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complaints were filed concerning farm operating and farm ownership 

/'loans.44 In a complaint filed in February 1980 against a Farmers 

Home Administration office in North Carolina, black farmers 

alleged 	that they suffer from a broad range of discriminatory 

actions, 	and are subjected t.o disrespect, embarrassment, and 

45humiliation by FmBA officials. Complainants claim that. they are 


often denied the opportunity to submit loan applications; that the 


amounts of loans awarded are always less than requested; that often 


they do not even receive the full amount awarded; that loan 


repayment schedules are accelerated without explanation; that loan 


payments are applied to the wrong accounts (i.e., to payoff low


interest rather than high-interest loans); and that creditors and 


other businesses are routinely contacted by the county FmBA Office 


and informed that no loans will be .made to these black farmers, 


thereby preventing them from obtaining other credit, goods, and 

. 46 

services 	needed to continue their farm operations. 


There is a pattern and practice of Black farmers 


being foreclosed, liquidated, or being forced to 


44. U.S., Department of Agriculture, Office of Equal Opportunity, 
. Equal Opportunity Report: USDA Programs-l980, p. 7 (hereafter 

cited as Equal Opportunity Report: USDA Programs--1980). 


45.· John Garland, attorney for the complainants, letter to James· 

Frazier, Director, Office of Equal Opportunity, USDA, Feb. 8, 1980 

(copy in USCCR files). 


46. Ibid. FmBA officials deny all charges of discrimination 

against this county office. (Heeting between Farmers Home 

Administration and COmmission st·aff, in Washington, D.C., January 6, 

1982.) 


Wi Q 
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I 

types of assistance at4!"particularly needed by black farmers who may 

be disadvantaged as a result of their limited education and training. 

The historical circumstances that have militated against 

survival of black farms, as well as the government programs, 

includiing technological research and commodity supports, which have 

served to place black farmers in further disadvantageous, 
i 

noncompl!titive positions, have left black farmers in particular need 

of the ~lssistance which the Farmers Home Administrat,ion was created 

to prov:lde. 

Serlous questions have been raised, however, concerning the 

appropriateness of many of FmHA's loans, and criticism has focused 

on the c'Lssertion that the original intent and purpose of FmHA 

J)rogramtl has been diverted. Critics suggest that the greatest 

benefic:i.aries ofFmHA programs are often farmers who are not in the 

,greatest: need and who, in fact, could obtain financing elsewhere if 

they wete required to do so. The result of this alleged 

,m1salloc:.ation of funds would be the depletion of resources available 

for those most in need and the increasingly disadvantaged position 

in which struggling farmers are placed as they must compete with 

43better-off farmers who succeed in obtaining FmHA financing. 

Black farmers who attempt to utilize FmHA resources believe they 

often encounter special difficulties. 'In 1980, 85 equal opportunity 

43. "FmHA's New Clientele," The Small Farm Advocate, issue no. 7 

(Winter 1980/81); pp. 1-5. Also, see Hudson v. FmHA, Civ. Act. No. 

Ac. 79-216, U.S. Dist. Ct. for the North. Dist. of Hiss., complaint 

filed Dec. 21, 1979, at 13. 
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~Each Agency Bead is responsible for making sure 

that all eligible persons, particularly minorities 

and women, are adequately informed of and 

encouraged to participate fully in USDA programs, 

the USDA policy of nondiscrimination and the 

39procedures for fil~ng a complaint." 

Several FmHA procedures, if followed, should be particularly 

beneficial to black small farm operators. For example: 1) "An 

explanation of the type of assistance available should be given 

whenever it is not clear what types of loan or grant will meet the 

applicant's needs. The employee receiving the application will make 

sure that it is properly completed, dated, and signed, and will give 
. . 40

whatever assistance is necessary"; 2) When the farm home plan 

indicates that the applicant has insufficient income, "alternative 

plans of farm operation will be considered to attempt ~to overcome the 

problem";4l 3) Management assistance will be provided, including 

credit counseling, farm operation planning, record keeping assistance, 

borrower supervision, and analysis of .borrower operations.42 . These 

39. U.S., Depart. of Agri. Admin. leg. 9§24 (1976) (hereafter cited 
.. as 9 All) (printed a~ appendix .1.4 to U.S., Department of Agriculture, 

Office of Equal Opportunity, Title VI Enforcement Plan for the 
Department 'of Agriculture, (unda~ed), p. 82 (hereafter cited as Title 
VI Enforcement Plan). 

40. 7 C.F.R. §19l0.3(c) (1981). 

41. Id. 5l9l0.7(b). 

42. Id. 51924.51, .55-.60. 

, , 
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loan but, due' to low income" cannot pay the 

regular interest rate on such loans. Due to the 

complex nature of the problems facing this 

applicant, special help will be needed and more 

supervisory assistance will be required to assure 

reasonable prospects for success. The applicant 

.... ;. may face such problems as underdeveloped 

managerial ability, limited, education, low-

producing farm due to lack of dev~lopment or 

improved production practices and other related 

factors. The applicant will not have nor expect. , 

to obtain, without the special help and low-

interest loan, the income needed to have a 

reasonable standard of living when compared to 

37other residents of the community. 

Despite this lengthy description of a limited resource, farmer, these; 

regulatlons do not provide specific eligibility ,criteria concerning 

farm siJ~e, income, orasBetSj ultimately the eligibility 

determitlat10n is subjective. 

To the detriment of black farmers, FmBA regulations do not 
, ," 38

require outreach. However, the s1gnificance of outreach is 

recognii~ed in USDA t s Admin1strative Regulations, which state: 

37. 7 C.F.R. §1941.4(g) (1981). 

38. Id. §1910.9 (1981). The State office may provide materials and: 
information for outreach, but this is not required; I 

.....'''' ...---~ .. '. ~.;- ..... ' 
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concerning housing loans} are somewhat subjective and result in 

applicants.not being treated fairly and consistently••••"36 Upon 

reviewing 200 rejected and approved housing loan files in 15 county 

offices, GAO found "various disparities in the criteria adopted." 

Variations were found in job tenure requirements and verification of 

credit-worthiness. It is likely that determinations of eligibility 

for farm loans are equally subjective, for example, with respect to 

required farm experience. credit-worthiness, property appraisals, 

a~d viability of farm plans. ,Lack of specific criteria for loan 

determinations potentially enhances FmBA's flexibility and ability 

to serve clients. It also creates loopholes which allow for 

discriminatory treatment. 

PmHAregulations governing eligibility for low-interest limited 

resource loans also leave much room for interpretation. They 

describe in general terms thep,rofile characteristics of a limited 

resource farmer. 

[A] farmer or rancher [who] is an operator of a 

small or family farm (a small, farm is a marginal' 

family farm) including a new operator, with a low 

income who demonstrates a need to maximize farm 

or ranch income ••••must meet the eligibility 

requirements for a farm ownership or operating 

36. U.S" Comptroller General, "Stronger Federal Enforcement Needed 
to Upbold Fair Rousing Laws" (CED-78-2I, Feb. 2. 1978), p. 30• 

'.....-.........., ......_..-----,----_._.,. ... 
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33 are applied to loan applicants. However, the lack of 

alternative credit may be self-certified 	by the applicant or based 


34 
on the judgment of the county supervisor. The decision to 

require ,documentation is discretionary and prone to influence by 

subjective factors, such as personal relationships and status in the 

communit~y. In a study of one farm loan program, the General 

Accountijng Office (GAO) found that in a significant number of 

instancels', "credit elsewhere" tests' were 	never applied and many FmHA. . 

borroweri9 could have found sources of credit other than FmBA. 35 

The iproblem of subjectivity permeates much of the FmHA. loan 

decision process.. Evaluating another loan program, GAO found that 

"FmBA lal:ks specific criteria for approving loans; consequently 

decisionll made by local FmHA. county supervisors [in this case 

33. Str1.1cture of Agriculture, pp. 119, 121; U.S., General 

ACCOU'iitIilg Office, Farmers Home Administration and Small Business 

Administi~ation Natural Disaster Loan Programs: Budget Implications 

and Bendiciaries (Aug. 6, 1979), p. v. (hereafter cited as Natural 


. Disaster. Loan Programs) ~ . 

34. 7 C .•F.R. §§1941.6, 1943.6, 1943.56 (1981). 

35. Natural Disaster Loan Programs, J)p. 26-37·. Regulations 

recently published governing FmRA's disaster and economic emergency 

loans ha"e been revised to require stricter "credit e1se,mere" 

tests. ~, C.F.R.§1945. 56(b), 1945.105 (1981). 


... --.-.~ .'. ~"!..'\ 
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young farm families, [who] have had an 


. opportunity to buy [their] first piece of land, 

i. 

small minority farmers,especially in the South 


and Southwest and many Indian farmers. 30 


FmHA acknowledges that these small family farmers and minorities 


31
have been unable to .obtain sufficient credit in the past. Under 


limited resource loan conditions, low-income farmers are eligible 


for farm ownership and operating loans under special terms and at 


32reduced interest rates.

As a lender of last resort, the goals of the Farmers Bome 


Administration appear to be clear•. However, regulations intended to 


implement these goals leave room for a wide range of subjective 


interpretation. 


For example, to ensure tha_t FmRA serves only those who are 


unable to obtain loans from other sources, "credit elsewhere" tests 


30. B.R. Rep. No. 95-986, p. 11. 

31. Gordon Cavanaugh; Administrator, Farmers Home Administrati~n, 


USDA, statement before the U.S. House Committee on Appropriations, 

Subcommittee on Agriculture,. Rural Development and Related Agencies, 

96thCong., 2d sess., Agriculture, Rural Development and Related 

Agencies Appropriation for 1981, pt. 3, p. 97 (hereafter. cited as 

Cavanaugh Testimony). 


32. Farm ownership and operating loans are made at interest rates 

not more than the cost of money to the government. Limited resource 

loans are made at interest rates below cost to the government. 


---...-::.~-.,---- .. -. ~ .... - -_.... '--- .-.. -_.... -.- -.. .....-... ".. "1' 
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Rather than providing pubiic credit to very large 

farmer.s, the USDA report states that "[tJhe subsidies could 

be better spent helping small farmers, minorities and others 

increal;e their stake in society by gaining access to the 

. ...."'6 
1and • And for those farms with sales under $5,000 . 

annually, which are "genuinely poor and have few off-farm 

employment opportunities••••FmHA assistance might be the best 

means, economically and socially, of poverty relief."27 

Where supervised credit would permit the development 

of a viable supplementary enterprise that would 

efficiently employ otherwise under-used resources, 

FmHA assistance would appear -to be in ~he public 

interest •••• Since· the aggregate resources involved 

are small, the overall impact on the efficiency of 

resource use would be minimal.28 

In 1978 Congress created limited resource loans for larmers.who 


29
need special a~sistance. 

Included are those with limited resources, 


beginning farmers, and owners or operators of 


small or family farms with a low income,'such as 


26. Ib:ld., p. 123.' 

27. Ib:ld., p. 119. 

28. Ibid. 

29. Agriculture Credit Act of 1978, Pub. L~ No. 95-334, §113, 92 

Stat. 4:~4, codified at 7 U.S.C. §1934 (Supp. III 1979). 
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farms 	are assured "fair and competitive access to funds through 
. 23 

private lenders." 

Assuring that farms of moderate size receive needed funds, 

according to the USDA report, is "consistent with the goals of 

efficiency, preserving a pluralistic agriculture for resiliency and 

future flexibility, providing economic opportunity for more people, 

. 24
and ultimate food security." Under these goals, an important 

segment of the farm population in need of FmHA assistance are 

"limited resource farmers", 

[whose farms] are not large enough, in their " 

operations and sales to generate adequate family 

incomes, need more resources to be efficient, and 

are at a competitive disadvantage relative to 

larger farmers •••• (l]t is. this group of small and 

medium-sized farms which, if viable and 

efficient, could most effectively counter or at 

least moderate the trend toward concentration in 

the farm sector, and assure the pluralism and 

diversity necessary for a robust, competitive and 

25 more shock-resistant agriculture. 

23. Ibid., p. 119. 

24. Ibid., p. 120.' 

25. Ibid., p. 119. 
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Historically, Congress has intended the Farmers Home 

Administration to be the "lender of last resort"-a source of 

financiti.g ,for those borrowers who cannot obtain credit 

. elsewhere. 18 This social function distinguishes FmHA from 

commercial lenders that operate to minimize their financial risks 

and maximize their profits. The fact that the public, through its 

taxes, s.ssumes some degree of the risk is a reflection of the social 

va~ue placed on maintaining a strong and diverse agricultural 

19sector. 

Accc,rding to a recently publi!?hed USDA report, as a public 


lender, FmHA's role should be consistent with the twin goals of 


achievillLg efficiency in agriculture and slowing trends toward 


concentI'ation of agricultural production in the hands of fewer and 


. . 20
fewer producers. Thus, the USDA report finds that "FmHA has no 

compell:f.ng reason to provide loans to [very large producers], 

certainly not those with annual sales above $200,000, ..21 and 

probably not those with sales over $100,000. The public interest is 

not ser,red by subsidizing farms that are larger than necessary to be 

efficietlt and that reduce participation and competition in 

agriculture by consolidating smaller farms. 22 

18. Stl:~UC ture of Agriculture, p. ll8. 

19. Ibld. , pp. ll9, 123. 

20. Ib:ld. , p. 121. 

21. Ib:ld. 

22. Ib:Ld., pp. 120-121, 123. 

Furthermore, large 

http:farms.22
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billion were farm 10ans.14 The agency obligated almost $7 billion 

15in farm loans in fiscal year 1981.

Traditionally, farm loan programs were limited to individual 

family-size farms. In 1978 amendments to the Consolidated Farm and 

16Rural Development Act extended eligibility for FmHA loans to 

private corporations, cooperatives and partnerships, if they are 

controlled by family farmers and ranchers engaged .primarily and 

directly in farming or ranching. However, the intent of this change 

in eligibility criteria was not to reach out to larger, nonfamily . 

farms which had previously been excluded, but to "bring eligibility 

requirements more in line with the current trend, whereby farm 

cooperatives, partnerships, and corporations are established to own 

17 or operate family size farms and ranches. 'f 

14. Dwight Calhoun, Acting Administrator, FmHA, testimony before 
the U.S. Rouse Committee on Appropriations, Subcommittee on 
Agriculture, Rural Development and Related Agencies, Mar. 19,1981, 
p. 3. 

15. Computer data provided by USDA, FmHA Management Information 

Systems Division, entitled -Distribution of Loans Made by Six 

Specified Types of Race or Ethnic Group," Fiscal Year 1981. As of 


.this 	writing, the projected fiscal year 1982 budget on FmHA farm 
loans is in a state of flux. 

16. Agriculture Credit Act of 1978, Pub. L. No. 95~334, tit. I, 92 
Stat. 420. 

17. R.R. Rep. No. 95-986, p. 6. 

~. .. , 	
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more than 13,000 loans to tenant families for the purchase of 

farms. 51 

10In 1946 Congress passed the Farmers Home Administration Act, 

combin1.ng the FSA and the Emergency Crop and Feed Loan Program into 

the new'ly created Farmers Home' Administration and giving FmBA the 

authority to insure loans made by banks, other agencies, and private 

11individuals, in addition to making direct government loans. In 

1947 C04gress began to broaden significantly the range of FmHA's 

services to rural communities. Legislation enacted over the next 30 

years has expanded FmHA's authority to prOVide, in addition to 

farmer programs, rural loans for individual home ownership, home 

repairs, construction of rental housing, self-help housing, farm 

labor b'ousing, water and waste disposal systems, community 
. 12

facilities, business and industry, and area development. 

Tod,ay, the Farmers Home Administration is the principal public 
. 13 

lending agency for farmers and rural communities. In fiscal 

year 19l50, the agency obligated almost $13 billion, of which $6 .3 

9. Ibili. 


10•. Fa:l:'II1ers Home Administration Act of 1946, ch., 964, 60 Stat. 1062. 


11. "A Brief History of FmBA," p. 112. 

12 • Ib:ld., pp.; 113-162. 

13. U.:S., Department ·of Agriculture, Structure of Agriculture 
(Januar:t 1981), p. 113 (hereafter cited as Structure of Agriculture). 

.• --- -----.--.Y"4_.I .....' '-... "t' . 
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Supervised loans were part of a ,government-wide 

effort to help needy rural people ••••Each loan 

was based on a farm and home management plan 

worked out by county, farm, and home supervisors 

in cooperation with the borrowing family•. The 

plans were designed to ensure the use of good 

farming practices and to fit the needs of the 

6families taking part in the program. 

The concept of government supervised credit was reinforced in 

71937 with the enactment of the Bankhead-Jones Farm Tenant Act, 

which authorized 4o-year loans for farmers unable to obtain credit 

elsewhere to buy land or improve their farms or homes. At this 

time, the Resettlement Administration'was renamed the Farm Security 

Administration (FSA), and it continued its supervised credit program 

to family farmers, as well as -Resettlement projects to establish 

, new farms and communities, services in group medical care, 

agricultural cooperatives, migratory labor' camps, and other social 

'8and economic programs.- Between 1937 and 1941 the FSA also made 

6. Ibid. 

7. Bankhead-Jones Farm Tenant Act, Ch. 517, 50 Stat. 522 (1937). 

8. "A Brief History of FmRA",p. 112. The Farm Security 
Administration's jurisdiction was further expanded in 1942, gaining 
full responsibility for administering the Water'Facilities Act of 
1937 by making loans to individuals'and associations for water 
systems in 17 western States suffering water shortages. 

,.,. . ... -.-.- .----- 1 
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2appro"J'ed or disapproved. 

Tbe Farmers Home Administration has served as a prill18ry source 
, , I 

of agI"icultural lending for limited resource and low-income farmers 

3 I 

since its inception. Created in 1935 as the Resettlement

. 4· I 

Administration, it emerged as part of the New Deal to assist the 

rural poor to "re-establish themselvel on a self-supporting basis, i. 

I 
by prcioViding more than 300,000 supervised short-term loans, often 

5
supplemented by grants, in a 2-year plriod.

2. U.S., Department of Justice, Civil Rights Division, Evaluation . I 
of TUle VI Enforcement in the Farmers Home Administration of the 
U.S. Ilepartment of Agriculture, (Novefber 1980), pp. 5-7 (hereafter 
cited as Evaluation of ,Title VI Enfor~ement). 

3. HoOR. Rep. No. 95-986, 95th Cong., 2nd Sess., reprinted in [1978) 
U.S. Code Congo & Ad. News 1106, 1121 (hereafter cited as H:i. Rep. 
No. 95-986). 

4. The Resettlement Administration was established as an 
• I 

indepE!ndentagency in 1935 and assigned to the Department of
,I . 

Agric\illture in 1937. U.S., Department
I 

of Agriculture, Farmers 
. 
Home 

Admini,stration, "A Brief History of Farmers Home Administration," 
1980, reprinted in Agriculture, RurallDevelopment and Re~ated 
Agenci,es Appropriations for 1981: Hearings before the Subcommittee. 
on AgI'iculture, Rural Development and IRelated Agencies of the House 
Commiftee on Appropriations, 96th Cong., 2d sess., pp. 110, 111 
(1980) (hereafter ci,ted as "A Brief History of FmHA"). 

5. I'bid. 
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Chapter 4 

Farmers Home Administration Programs 

The Farmers Home Administration (FmBA), within the U.S. 

Department of Agriculture, has the potential for providing the 

immediate assistance so urgently needed by black farm operators to 

prevent the further loss of their land. The structure, historical 

mission, and purpose of FmBA make this agency particularly capable 

of such a task. 

The Farmers Home Administration is a highly decentralized agency 

comprised of a national office, 46 State offices, 302 district 

offices, and 1,800 county offices located in 50 States, the Pacific 

Trust TerritorY, Guam, Puerto Rico, and the Virgin Islands. FmBA 

employs approximately 8,000 permanent full-time Federal staff 

1nationwide. Reporting to USDA's Under Secretary for Small 

Community and Rural Development, the Administrator for FmHA 

coordinates the management of FmBA programs, establishes policies 

and regulations, appoints State directors and allocates funds to the 

States. State directors provide overall direction at the State 

level, while district directors provide supervision to county 

offices. The county offices are the primary p'oint of contact for 

most rural individuals and organizations seeking FmBA aSSistance, 

and it is at the county level that most individual loans are 

1. U.S. t Department of Agriculture, Farmers Home Administration, "A 
Brief History of the Farmers Home Administration" (January 1981), p. 
1 • 
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prioriti!es for research and technology as well as in the tax 

structure and gove~ent farm SUbsidiesl this report focuseso'n the. 
. . I 

more imm'ediate benefits which could derive from programs 

,a administered'by the Farmers Home Adminilttation of the U.S. 
i 
~ 

Department of Agriculture.,) , 
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interests.,,80 The Emergency Land Fund found that most landowners 

in their survey mistakenly believed that an heir's interest cannot 

be sold without the consent of all the heirs, and that heirs in 

possession of the land have superior rights to the land. Based on 

ELF's survey, 89 percent of the black landowners in· the Southeast 
. 81 

can be expected to die without making wills. 

Summary 

Historically, racial discrimination in credit. and in the selling 

of land has resulted in smaller and less productive landholdings for 

blacks. These.disadvantages have been compounded by current lending 

practices, research, technology, commodity price and income 

supports, and tax structures which are geared to benefit large farm 

operations. Thus, black small farm oper.ators have been placed in 

increasingly disadvantageous and noncompetitive positions vis-a-vis 

predominately white large farm operators. The disparities resulting 

from these structural inequities are further exacerbated by a 

histo~of racism, distrust of the legal system and lending 

institutions, and the tradition of heir property. 

The effects of historical discrimination and structural 

inequities could result in the,extinction of black farms in this 

country if immediate measures are not taken to counter the biases 

presently built into the system. While changes need to be made in 

80. Ibid., p. 115. 

81. Ibid., pp. 114, 115 • 
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78parti l:ion sales. . 

TilX sales occur when landowners flail to pay property taxes. 

i • 

Heir .l'roperty is particularly susceptible to conflict or confusion 
I .' . 

regarding tax responsibility_ Heirs may have different sized shares 

I
in thE! property and different interests in maintaining it. Of·ten.

I' ~ 

. i 
one he.ir occupies the property and pays the taxes. Upon his.or her 

I 
.~,. :.. ~ , death, or in the event that this heir! fails to keep up !>n tax 

. I . . 

paymetl,ts, confusion among the other, often widely dispersed, heirs.....,.. 

I may inmobilize them from taking the action necessary to save the 

land • 

. Heir property is rarely improved or developed, due to the threat 
! 

of partition sales and· the difficulty' of obtaining credit on partial' 

interests in the property. "In fact, a third more heir than 

79non-heir property is not being used at alL" 

A historical distrust of the legaJ syst~m and of wri ting wills 
I 

and mIsconceptions' regarding the right!S of heirs combine to 

perpet1uate the tradition of heir propelrty among blacks. "Estate 

planni:ng through testacy was not incor:porated into black 'thought
'.' I 

becausl! blacks felt that they could nor trust or rely on a legal 

system which had traditionally failed ~o protect their 

I 
78. The Impact of Heir Property, pp. t5, 291. According to the 
Emergeitlcy Land Fund, judges are believed to have benefited from 
partit:Loti sales also. For example, on~ probate judge who "entered 
public off ice owning an insignificant ~mount of land," according to 

IELF, nc)w owns an "estimated 15,000 acres in a county that is eighty 
. percenl: black." 

79. Ibid., p. 75. 

.. ------ ._..-..-_...........
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74 case, the land is lost to an outside bidder. In some cases, the 

land is bought below market price by a speculator who initially 

urged one of the heirs to sell his/her interest. 

Thus, heir property may fall prey to "sharp" practices, 

"practices which are, although technically legal, clearly 

, "75 Th 1 hunscrupulous. e usua suc practice involves purchasing one 

heir's interest in a property with the intent of ultimately forcing 
76

all of the heirs to a partition sale. " ••• [T]he purchasers at 

these [partition and] tax sales are almost always white persons, 

frequently local lawyers or relatives of the local officials, who 

make it their bu'siness to keep abreast of what properties are going 

to auction and who attend the auctions prepared to buy."77 

Attorneys, seeking legal fees, have also been ~nown to instigate 

74. In Alabama. on July 17, 1979, a new law was enacted allowing 
,heir 	owne'rs to buyout the interest of a departing heir by 
purchasing the heir's share at a price determined by a court 
appointed appraiser. Uude.r this law, a partition sale results only 
if none of the heirs wish to purchase the departing heir's interest, 
or if the heirs fail to meet the deadline for payment. Ala. Code, 
§35-6-l00 (Supp. 1980). 

75. The Impact of Heir Property, p. 45. 

76. Ibid. 

77. Robert S. Browne, Only Six Million Acres: The Decline of Black 
OWned Laud in the Rural South (New York, N.Y: Black Economic 
Research Center, 1973), pp. 53, 55. 
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divisi~m of ownership.' No one individual holds title to the heir 

Iproper1:y. Often, heirs move out of the area; sometimes their 

wherealoouts are unknown. 

To determine the impact of heir p~operty on black landownership, 
I ' 

Congrel;s in 1978 authorized the U.S.' Department of Agriculture to 
71 j , '72 

study 1:he problem, and, the Emergenci Land Fund (ELF) 

contra(:ted to perform the research. ihrOUgh a sample, survey, ELF 

found that 27 percent of all black-owned land parcels in the 

Southeilst are heir propery. An averalge of eight people jointly own 

each of' these parcels, and an average 10f five out of these eight 

73 owners live outside of the Southeast.

Heir property is particularly susceptible to partition arid tax' 

sales. Partition sales result when onl or more heirs wishes to sell 
I ' 

his or her share of the property, but the heirs are unable to reach 

a consl!nSus as to how the property can be divided equitably in order 

, to sell a share. Upon being petitionea by one of the he-irs, the 

court I~y auction off the entire piece of land, and if none of the 


heirs (:an afford to purchase the entire parcel, which is often 'the 


71. The Housing and Community Development Amendments of 1978, Pub. 
L. No. 95-577, §509, 92 Stat. 2114. I 

72. A private, non-profit organizatiop founded in 1971, the 

Emergel1cy Land Fund addresses the problems of black land loss by 


I
provid:Lng outreach, technical assistance, and legal support to black 

farmerl;. 
 I 

73. TIle Impact of Heir Property, p. 62. 
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In addition to credit, black farmers historically have had 

dif~iculty gaining access to·agricultural land. 

With most land in the hands of· white owners, 

Negroes have often found it difficult to be 

considered as potential buyers, unless the market 

was poor. For example, in the heart of the 

tobacco'country in eastern North Carolina it was 

not uncommon in the 1950's for auctions of 

farmland to begin with a statement that bids 
, ' 69 

would be received from white persons only. 

The legacy of this discrimination persists, particularly in regard 

to the rental of land, 'an important means for blacks to expand their 

farms ...... [S]ome small farmers have experienced difficulties in ' 

obtaining and keeping rental, agreements with land owners who have 

turned over much of the prime land to larger operators ••••For black 

"70farmers, the problems are compounded by racial discrimination." 

The pro~lems which blacks face in obtaining credit and developing 

their land are exacerbated by their traditional ownership of heir 

property--land inherited without a will. Land passed down through 

generations without the existence of Wills frequently is conveyed 

among an extended family of cousins, aunts, and uncles in a complex 

69. Beale, "The Negro in American Agri~ulture," p. 196. 

70. Marshall, Small Farmers in the South, pp~ 59-60. Also, see 

Land and Minority Enterprise. pp. 13-14., 
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credit structures seems to be widespread. 

IConditions vary greatly from \county to county, 

but all too many Negroes are apprehensive of 
! 

, I
attempting to purchase land o,r to encumber the 

66land they may already have. 

One sut'vey of 147 black landowners in Tennessee found that 96 

I
percent. of those interviewed believed that black land loss was 

Iprimarily due to illegal means; 88 per~ent attributed black land 
I 

loss to· two major factors: 1) the refusal of mortgage companies to 
, \

make loans to blacks, and 2) persons in official capacities.working 
, \ 67

together to gain possession of black-owned land. Thi~ deep 
! • 

distrust, combined with lack of knowledge regarding possible loan 
., \ 

prog~am's, prevents blacks from utilizing much needed lending 
, I ' 

sources. For example, in another survey of black.landowners in the 

I ' .
South, fewer than 15 percent of the respondents had ever applied for 

I ' , 

agricultural loans through the Farmers !Home Administration - the 

institution with loan programs created Ito meet most appropriately 

~8the nee,ds of these struggling farmers. I 

i 

66. Beale,"The Negro in American Asr1ulture," p. 196. 

67. Le.) McGee and Robert Boone, "A Stu~YOf Rural Landownership, 
Control Problems, and Attitudes of Blacks Toward Rural Land," in The 
Black Ri:1ral Landowner-Endangered Spec1e~, p. 62. 

'68. Emergency Land Fund, The Impact ofiHeir Property on Black Rural 
Land Teilure in the Southeastern Region of the United States (January 
1981), i? 363, (hereafter cited- as The Impact of Heir Property) • 

.. __._----,-....'''''.', 
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. Black farmers have difficulty obtaining necessary loans. The 

policies of traditional le,nding institutions generally do not serve 
. 64 

the interests of small farmers. For instance, many insurance 

companies, which finance the bulk of farm loans in this country, 

require loans to be at least SlOO,OOO. While commercial banks lend 

lesser amounts, they often require repayment within 5 years, a term 

too short for the average black land owner. Fedet:al land banks, tend 

to require amounts of collateral that are too great for blacks to 

qualify. And finally, financial institutions, including, the Farmer~ 

Home Administration, have a reputation for discriminatory lending, 

which poses a real, as well as a psychological, barrier for 

65blacks.

The perception of discrimination in credit and land transactions 

seems to be widely held among blacks: 

'There is ••• the legacy of racial discrimination 

and distrust to combat ••••• [DJistrust by Negroes 

of white officials and of the white-controlled 

64. Marshall, Small Farmers in the South, p. 58. Also, see Ray 
Marshall, Small Farmers in Arkansas, July 1976, p. 46. 

65. The Emergency Land Fund, "40 Acres and A Mule," vol. II, no. 

10, October 1979, p. 9. 
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62it was only $12,888. According to a study relating farm size 

and black displacement, "displacement of black operators on large 

farms, though less than on small farms, was high enough to make one 

, 	

, I ' ' 
suspect that inability to acquire.capital was more important than 

,I ' ' 
concentration on small farms in dete'1in1D8 the blacks survival rate 

"63i n agr:1cu1ture. 

~~tt.Y::~ 
I62. 1914 Census of Agriculture, p. Ij95. Farmers Home 

Adm1n~Btration officials pointed out that on a per acre basis (based 
on the average sizes of black and whit:e:"operated commercial farms in 
the SOiJth) the average debt per acre f~r blacks was only slightly 
lower I:han that for whHes. (Meeting ~tween Farmers Home . 
Adminhtration and Commission staff, W'ashington, D.C., Jan. 6, 

.-.: .. 	 1982.) However·, a "per acre" ~omparisbn is not meaningful' because 
small j:arm~, regardless of their size,: must have the basic farm 
buildiilgS and equipment minimally necessary to operate and, often, a 
greatel: proportion of land on small fabs is developed. Hence, the 
valuec)f land and buildings operated b~ blacks, on a per acre basis, 
is 34 l,ercent greater than that for whItes. On the average, for 
each d()llar in debt, black farmers hadi $4.71 worth of land and , 

. buildixlgs as assets, while whites had only $3.10 worth. (1914 
Census of Agriculture, pp. 1-94, 95.) lIn other words, as potential 
loan lElverage, on the average, blacks ~veassets in land and 
buildi1'l8s valued at 29 percent above t~ose for whites for every 
dollar in debt. This suggests that, given equal leveraging power, 
blacks are not receiving loans equal toI whites. , 	 I 
63. V1.rgil L. Christian, Jr., and Admpantios Pepelas1s, "Fa:rm Size 
and the! Displacement of Black Farm Families in Southern 

IAgriculture," in Human Resource Development in the Rural South, 
Center for the S~udyof Human Resource~ (Austin: University of 
Texas, 1911), p. 19. 	 ' 

• 
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The relevance of this for the structure of the 

farm sector is that the larger producers received 

greate~ payments and are likely the ones who can 

use the tax and other programs in combination to 

the greatest advantage. This, of course, would 

.increase their competitive edge in. bidding for, 

and being able to make payments on, additional 

land and machinery. Thus, the way payments were 

distributed by the Government perhaps. contributed 

to the consolidation of smaller farms into fewer 
. ' 60

and larger farms. 

To remain in a competitive position, even the most 

well-established farmer must 'aggressively expand by using borrowed 

funds. 6l And it is especially true that black small farmers need 

borrowed operating capital to acquire land,' machinery and equipment, 

livestock, and supplies if they are to survive in farming. Bowever~ 

according to the 1974 Census, while 33.4 percent of all Southern 

commercial farmers were in debt, only 26.7 percent of those who were 

black owed money. The average farm debt was $44,600, but for blacks 

60. Ibid., p. 103. See also, Willard Cochrane and Mary Ryan, 
American Farm Policy, 1948-1973 (Minneapolis: University of 
Minnesota Press, 1976), pp. 365-66, and Changing Character and 
Structure of American Agriculture, p. vi. 

61. Structure of Agriculture, p. 76. 
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I 
income of farmers struggling because food prices were depressed by 

. I
the inl::reased production resulting from new technologies. However,'. I. . . 

price '!lnd direct income support payments are closely tied to the 

volume of production, thus benefiting those who need them least-

58
large lEarm operators. According to a study of the distribution 

of dirl:!ct income support payments under 1978 farm programs, of those 

farmerl; who did participate in supporJprograms, (and most small 

I 
farmerl:; did not), the smallest 30 percent received less than 4 

percenl: of all payments. The size of ~ayments ranged from $365 for 

small :Earmers to $36,000 for farmers with more than 2,500· acres. 
. . I 

The col1centratio.n of payments among a few large farmers was greatest 

b9
in cotlton and ric,e areas of the south.1 

Thus, large farmers benefit most from farm commodity programs, 

Which. in turn enhances their ability tr borrow and invest capital in 

more' In.nd and improved technology, resulting in increased production 

. I 
on the:lr part and a progressively incrfasing disadvantage' for small 

farmer,.. The u.s. Department of Agrichlture, in its report on the 
. , 

structure of agriculture, acknowledged I that these government programs 

may cOl'1tribute to the loss of small farms •. 

58. Sl:ructure of Agriculture, pp. 101-02; Marshall, Small Farmers 
in the South, p. )3. 

59. Sl:ructure of Agriculture, pp. 101-02. 
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farms in the South sell hogs and pigs, 33.3 percent of a.1l southern 

55black farmers are hog farmers. "Over one-half of the hog 

farmers in the South report that hog sales are their principal 

"56source 0 f f arm i ncome. 

Confinement technology threatens to displace those minority and 

small farmers who utilize ~abor intensive technology and- cannot 

benefit from tax laws whieh favor capital investment. Tax advantages 

are bestowed only on those with capital to invest, and particularly 

on those in high income brackets: 

A high~income investor in a hog factory using a 

combination' of tax credits and deductions c'an 

recover one-half of his initial. [personal] 

investment in the facility in the first year; 

over the life of the facility, depending on 

circumstances, he can recover from 80 to 100 

percent of that investment in the form of reduced 

57taxes. 

Government farm price and income support programs provide 

another mechanism by which benefits are bestowed on large farm 

operators, placing small farmers at a competitive disadvantage. 

Commodity programs initially arose out of a need to enhance the 

55. 1974 Census of Agriculture, p. 1-96. 

56. "Take Hogs for Example," p. 3. 

57. Ibid., p. 19. 

-
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accelerated depreciation, deductions on expenses and inte~est, and 
52 . . : \ 

cash accounting reap benefits for i~vestors, particularly those 

1n high 1,,:,...e ',ax brackets. 53 I . 
S~ill and minority farmers are co~petitively displaced, as tax 

I
incent:lves encourage large investors tio transform labor intensive 

. industl~ies into capital intensive indjstrieS~ For example, in 

additicln to tobacco, hog farming has b~en traditionally labor 
,-. :. \ . 

intens:i.ve. However, now farmers raisi;J.g hogs with human care must 
I 

compete: with capital intensive, automated confinement centers 
I 

designed with climate control to speed weight gain, automated manure 

and feed handling to reduce labor, and constant administration of 

low levels of antibiotics to prevent disease in large herds of hogs 

54 \kept in close quarters. While 16.5 percent of the commercial 
I . 
I 

52. "Tine cash accounting method • enabl1es costs to be deducted prior 
to the :real1zation of the associated i~ome ••••The tax losses 
generat4!d by this •••are not true economic losses but are artificial 
losses, which allow the postponing of t~xes •. They amount, in ... 
essence 11 to an interest-free loan from fhe government ••••Other 
provisic")Us ••• enable an investor to convfrt ordinary income into 

t.capital gain~ income, taxable at a lower rate~ Marshall, Small 
Farmers in the South,p. 70. 

\ 
53. Ib:J.d. See alSo, Center for Rural4ffairs, . "Take Hogs, for 
Example. The Transformation of Hog Farming in America" (draft) 
January 1981, p. 19, (hereafter cited a~ "Take Hogs for Example.") 

54 • I bid., p • 5 • 
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50
will find it increasingly difficult to compete. 

As flue-cured tobacco farming has become more 

mechanized through the use of mechanical 

harvesters and bulk farms, the number of tobacco 

farms has declined and the tobacco acreage per 

farm has increased. Large acreages of tobacco 

per farm are necessary to justify investment in 

" 51 1abor-savi ngtechno1ogy. 

The tax structure also militates against black farmers as a 

result of,the size of their farms. Blacks and other small farmers, 

because they have little capital to invest and because they fall in 

low-income tax brackets, do not benefit from a tax structure which 

rewards capital investment.' These farmers must get their start and 

often survive in farming by relying heavily on labor intensive crops 

and animals that require minimal capital outlays and machinery. 

However, tax subsidies provide incentives for large farmers and 

investors to utilize'capital intensive technology in formerly labor 

intensive sectors of agriculture. Investment tax credits, 

50. Verner Grise, Economics and Statistics Service, USDA, telephone 
interview, Oct. 2, 1981. 

51. Verner N. Grise, Trends in Flue-Cured Tobacco Farming, 
Agriculture Economic Rep. No. 470, Economics and Statistics Service, 
USDA, p. 2. 
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'47
do white :farmers. Unf017tunately, this historical need for black 

farmers tll work marginal lands intensively, to increase production 
. . I 

in the sh()rt term, runs counter to the need for conservation and 

land rotaHon practices which maintain t~e fertility of farmland 

48 
over time., 

Black farmers are currently suffering from the impact of Federal 

research jLn the tobacco industry and the creation of mechanical 
. I . 

harvesteri; and bulk storage. In 1969 more than one-third of all 
I . . . 

black cOmIllercial farmers concentrated their farming on tobacco, a 
. . I' 49 .. 

traditioniLlly, labor-intensive, small acreage crop. However, a 
. . I 

survey cotlducted in North Carolina, Georgia, Virginia, and South 

Carolina 1:ound that the number of farmers harvesting flue-cured 

tobacco dropped by almost 30 percent between 1972 and 1979. (Data 
I ' 

by race WElre not available for 1979, but in 1972 about one-fifth of 

the surve:ted farmers we're black.) With t~e recent introduction of 
p.. . 

new techn(:.!ogy, about· 20 percent of. the fjUe-CUred tobacco in the 

surveyed a,rea is being harvested by mechatiical harvesters and 61 
! . 

percent is, being stored in bulk barns, eruibling ·farmers who can 

afford to do so to expand their acreage. Those who cannot expand 

47. Research conducted by Duke University found that because blacks 
put a grea.t~r proportion of their land in~o cultivation, when 
computed Q·n a per acre instead of per fa~ basis, blacks are 
returning a greater profit than whites. ~owever, since their 
overall farm acreage is smaller than is that of whites, their total 
profits are still lower. Land and Minori~Y Enterprise, p. 20. 

48. Ibid., p. 23. 

49. Marshall, Small Farmers in the South, p. 73. 
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, 45
institutions was enacted into law. However, while the funding 

for black 1and~grant colleges has increased since 1972, these 

colleges remain ~onsiderab1y far behind in their capacity to impact 

on the problem of black farmers. 

Current research emphases on 1arge~sca1e, capital intensive 

technology result in increased production keeping commodity prices 

lower than they might otherwise be. However, this situation creates 

a "treadmill" or "speed-up" effect, whereby farmers must increase 

product~on in order to simply keep pace and maintain their standard 

of living. Black small farm operators, who cannot afford, or use 

efficiently on small acreage, new large scale technology to increase 

, 46
their output, fall behind. In an effort to compensate for the 

ftisadvantageous economies of scale related to their small farm 

operations and to maintain their profits, black commercial farmers 

continue to put a greater proportion of their land into crops than 
" 

45. The Food and Agriculture Act of 1977 established an 
appropriation funding formula for agricultural research at black 
(1890) land-gra~tco11eges and the Tuskegee Institute. The formula 
requires that these institutions receive not less than 15 percent of, 
the amount received by the 1862 institutions under the Batch Act. 7 
V.S.C. §3222(a) (Supp. 111 1979). 

46. Some Problems Impeding Economic Improvement of Sma11~Farm 
Operations, p. 23. See also, "The Negro in American Agriculture," 
p. 180. 

----~---,-----------,.----~----
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white land-grant institutions, founded in 1862,40 have received 

congressionally authorized Federal research monies since 1887.41 

I '' 
In an atte'lIlpt to compensate for this disparity in funding; USDA 

allocated Secretary's discretionary money Ito the black l~nd-grant 
42

colleges between 1967 and 1971•. However, this funding amount, 

Itotaling $1,415,000 for the black land-grant institutions, was ,less 
I 

than one-h.alf of 1 percent of the congressionally authorized amount 

received by the white land-grant C~llegeS l\dUring the same 

43 ' 
period..In 1972 Congress began to appropriate annual research 

• ! 44 
monies for the black land-grant institutions, and in 1977 a 

formula ty:Lng t~ funding levels of the bllck land-grant 
, I 

, '. 
institutiol1S to. the funding levels of the white land-grant 

40. Morrill Act, ch. 130, 12 Stat. 503 (1~62) (current version at 7 
U.S.C. §§3~)1-305, 307-308 (1976» providedi for the establishment of 
a college In each'State emphasizing agricultural and mechanical 
arts, as WE!ll as instruction in class1fiedl scientific, and military 
subjects. The first Morril Act did not contain speci~ic provisions 
for the ed\lCation of blacks. ,I" . 

i , 

41. HatchAct~ ch. 314, 24 Stat. 440 (188~) (cur.rent version at 7 
u..S.C. §§3E,la-36li (1976 and Supp. III 1979». ' 

42. Fishba.ck Interview. 'SuCh expenditure lwas authorized by the Act 
of. Aug. 4, 1965, Pub. L. No. 89-106, 79 Stat. 431. 

I 

'. , 
• I. 

I' 
43. Data e:ntitled "Science and Education Administration Cooperative 
Research: Appropriation History," (1960-l~80), provided by the 
Science and. Education Administration, USDA· 

1 

44. Author'bed under Pub. L. No. 89-106. 

. ...~---..--
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•• ~[A]gricultural research and extension have 

provided the basis for a highly efficient. highly 

capitalized. and highly innovative agriculture •••• 

At the same time. large-scale enterprises have 

been the principal beneficiaries of agriculture 

36research and extension in the farm sector.

"The black land grant colleges have a better record in helping 

poorer farmers ••••• "37 but historically. discriminatory Federal 

funding has stifled the potential these institutions have for 

assisting black and small farmers. Though the traditionally black 
. 38 

land-grant institutions ·have been in existence since 1890. 

Congress appropriated no Federal funds for them to conduct 
I . . 39

agricultural research until 1972. In contrast. traditionally 

36. Agricultural Research and Extension to Aid Small Farmers. p. 9. 

37. Marshall. Small Farmers in the South. p. 78. 

38. Act of Aug. 30. 1890. ch. 841. 26 Stat. 417, current version 
codified at 7 U.S.C. §§32l-326, 328 (1976) provided for 
establishment of. separate land-grant institutions for blacks. 

39. The Act of Aug. 4, 1965. Pub. L. No. 89-106, §2, 79 Stat. 431 
allowed for the appropriation of $8,883.000 in research monies to 
the 1890 colleges in 1972. This amount rose annually to $14,153.000 
in 1978; Janie Fishback. budget analyst. Budget Division. Science 
and Education Administration. USDA. interview in Washington. D.C., 
Nov. 12, 1980 (hereafter cited as Fishback Interview). 

._.. _._.._- -1---~-------------~---------- -----
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33conducted. in October 1980. Most agricultural research, much of. I 
which is conducted by public tax-support~d land grant institutions, 

"has beeli directed toward tbe developmet of crops and livestock 

strains tlnd· machinery not particularly adaptive to the needs of 

small fat"IDers."34 To the contrary, this research is geared to 

capital :l.ntensive, large scale farming: 

. .••• USDA and the land-grant colleges have not made 
I 

a concerted effort to solve problems impeding the 

economic improvement of small-farm operations. 

USDA and the land-grant collegesI have not, to a 

great extent, 1) evaluated the economic and 

social impacts of production-efficiency research 
. I 

nor 2) determined the assistance that small-farm 

operators need to plan for and ldj~st to the 
1 35

changes brought about by such r~search •••• 
. ! 

i
33. U.S., Comptroller General, Some Problems Impeding Economic 
Improvemi,mt of Small-Farm Operations: WJlat the Department of 
Agricultii1re Could Do (RED-76-2, Aug. 15,11975, hereafter cited as 
Some Pro'blems Impeding EconOmic Improvement of Small Farm 
Operations). Also, U.S., General Accounting Office, Agricultural 
Research, and Extension Programs to Aid S~1l Farmers {CED-8l-18, 
Oct. 17, 1980, hereafter cited as Agricu~tural Research and 
Extensioin To Aid Small Farmers). I· . 

34. Small Farmers in the South, pp. 55, 78, 79. 
I . 

35. Som.e Problems Impeding Economic Imp:rovement of Small-Farm 
0peratio'ns, p. 8. 
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their small landholdings, black commercial farmers invest in less 

machinery and earn smaller profits per farm than do white farm 

31operators. 

However, existing economies of scale are not necessarily inherent 

in nature; rather, they derive from an emphasis on research 

(including that which ls' federally funded) and resulting technology 

that has been geared towards large scale farming: 

The economies of size might be as they are in part 

because of the past focus of public research on 

such things. as large-scale equipment and technology 

based on inexpensive energy and inexpensive 

capital. If more research could be focused on 

making efficient complements of machinery for 

smaller farms and on energy-efficient practices, 

thus changing the cost curves, perhaps this would 

permit a more pluralistic farm sector in terms of 

size mixes and less concentration of production 

o· 32into one or two size categories. 

Technology and the overall impact of agricultural research ha~ 

threatened the survival of small farms, according to a U.S. General 

Accounting Office (GAO) report issued in 1975 and a followup study 

31. U.S., Department of Commerce, Land and Minority Enterprise: 
The Crisis and the Opportunity, prepared by Dr. Lester Salamon for 
the Office of Minority Business Enterprise (1976), p. 23 (hereafter 
cited as Land and Minority Enterprise). 

32. Struc.ture of Agriculture, p. 67. 

1 
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The adverse conditions which historically affected black farmers 

I·still exist to some extent today. Most significant is the 

Icompetitive disadvantage faced by black farmers due to the 
I • 

relatively small size of their landhotdings. While the average 

commercial black-operated farm in the South is 128 acres, the 

average white-operated farm is more than three times that size 
. 29

428 acres. The relatively small size of their landholdings 

. ~. :.' ~ .'~' . 
:. ~'." combine with current economic COnditilns, governmental policies, and 

I ' 

institutional practices to place blac~ farmers at a competitive 
! 

, disadvantage with large farm operators and investors, most of whom 

are white. . Economies of.' scale,30 research and technology, tax 

benefits, government price and income Isupports , and cOmmercial 

lending all militate against the survival of black";operated small 

farms. 

Disadvantageous economies of scale prevent black farmers from 

reaping the benefits of many teChnOloJical advancements. The cost 
. . I . 

of basic equipment minimally necessarj to run a commercial farm is 

much greater in proportion to the number of acres'of land held by 

the av'erage black farmer than it is fJr white farmers. Because of 

29. !978 Census of Agriculture, vol. 1, pt. 51, pp. 118, 209. 

30. Expanding an operation, such as a farm, to optimal size 
Imaximizes efficiency, increasing output while cutting the average 

cost per unit of production. 
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. 26 
and nonfarm skills. 

Small ••• farmers, even if they were not as 

efficient as larger ones, could remain in farming 

on a competitive basis so long as they could earn 

at least as much from their total tamily labor 
'i 

and nonlabor resources as they could in other 


jobs. Given the relat.ively low education levels 


of many small ••• farmers, it is clear that other 


opportunities for the labor they use on the farm 


may be quite low. To their money earnings, of 


course, must be added whatever personal 


satisfaction small farmers derive from leading 


the lives they prefer •••• [S]mall farmers might 

:; /1 

I '. 

work for themselves for considerably less than .' I 
, j 

. [they would be willing to] in external labor 


27
markets •••• I
I 

j
The social and economic costs of displacement of black farm families i .i , 
(for example, unemployment. welfare, urban crowding, alcoholism) are 

i
likely to be greater than the cost of assisting these families to be I 

.128: productive and self-sufficient on their own land. 
, I I 

26. Ray Harshall, Small Farmers in Arkansas, Center for the Study 
of Human Resources (Austin: University of Texas, July 1976) p. 34. 

i' ,; 

27. Ibid. 

28. Ibid., p•.6. 
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off-farm opportunities ~ only 41.5 percen~ of all farms operated by 

blacks in, 1978 made agricultural sales ok 
! 

at least $2,500 

2'0 	 I. 21annually' compared to 76.0 percent of all white farms. 
! 

Moreover, an additional 25,794 black-operated farms, which'would 
. 	 I 

have been counted 	as farms under the Census Bureau's 1969 definition
'.: 

of a fantl,22 were not counted under the 'i978 census definition 

I 23
based on their low level of commercial productivity. The ratio 

I 
of excludied farms 	to counted farms was about lto2 for blacks as 

, 24' I
compared to 1 to 5 for whites. Thus, a 

! 
disproportionate number 

of black...·operated 	farms were not counted in the 1978 Census of 

Agriculture. 

Narrc,wing the definition of a farm and eliminating the least 

producti,'e farms "from data on which mos~ agriculture policies are 

based" rEtflects an assumption, that, these farms have little 

" 25 
agricultural impact or social Significance. However, these 

I . 
farms may actually represent the greatest employment and'earnings 

, , I 
potential. available for many farm families with limited education 

20. 197~ Census of' Agriculture, p. 209. 

21. Ibid., p. 3. 

22. Bet"een 1959 and 1969, the Census Bureau defined a farm as (1) 
10 or mOl~e ac:t'es producing at least $50 forth of agricultural 
products for sale, or (2) less than 10 acres producing at least $250 
worth of agricultural products for sale.r See app. A. , 

23. The 1978 definition of a farm excluded all farms with sales 
under $1,,000. See app. B for further exPlanation. 

24. See app. B. 

25. Maruhall, Status and Prospects of Small Farmers in the South, 
p. 19. 
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I 

four times that for whites in the South, 9 percent as compared 'to 

16
2.1 percent respectively. 

Higher rates of unemployment and lower rates of participation in 

off-farm employment for black farm operators may be a result of 

limited off-farm opportunities. 

[The lower rate of pff-farm employment for black 

L q 

II 
wi .farm operators] ••• very likely reflects fewer 

opportunities for black farmers because of 


17
discrimination in nonfarm jobs, age, 

education,18 and other employment-related 


-

factors. Host important ~s the fact that the 

rapid growth in manufacturing employment in the . .. 

rural South is taking place outside areas with 


19 
 :heavy black population concentrations. 

Despite their relianee on farm income, due apparently to limited 

16. Farm Population, table 7, p. 12.· 

17. Among commercial farm operators in the South the average age 

was 55.9 for blacks compared to 52.6 for whites. 1974 Census of 

Agriculture, p. 1-95. 


18. In 1960 more than M40 pe~cent of the nonwhi~e farm people [in 

the South] 25 years old and over did not complete as many as five 

.! 
! 


years of school (cpmpared with 8 percent of the white farm ! 

population). .. Calvin L. Beale, MThe Negro in American Agriculture," 

reprinted by USDA from the American Negro Reference Book, ed.John 

P. Davis (1966), p. 188. 


19. Marshall, Status and Prospects of, Small Farmers in the South, 

pp. 29-30 • 


. . 
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10States tdth the most black farmers. (See appendix D ) 
I • 

The median income of black farm families in 1978 was $7,584 

I 11
compared to $17,323 for white farm families. About 56 percent 

of the income of farm operator families I~omes from nonfarm 

12 " sources. In general, operators of small farms tend to work off 
i13 " " 

the farm more than large farm operators; yet blacks, who have 
, I 

".o:'~ t : ... " • ... ;.:.' disproportionately smaller landholdings~ have less off-farm 

14 I
employment than whites. In the 1974 Census of Agriculture, 32.7 

I , I' ," 
percent of all southern commercial white farmers reported 

occupati1ons other than farming as their principal occupation; 

however, only 23.1 percent of the black farmers so reported.15 

The unemployment rate for the black farm population is more than 

10. Ibid. 

11. !!!!n Population, table 12, p. 16.' 

12 • Ibid. ,p. 5. 

13. Ray Marshall and Allen Thompson, Status and Prospects of Small 
Farmers in the South, Center for the Study of Human Resources 
(Austin: University of Texas, October 1975), p. 29. 

14. "Of (~ommercial, farmers in the' South, \ 38.4 percent of the, whItes 
reported working off the farm, while 32.3 percent of the blacks 80 
reported.. Of those working off the farm~ 64.9 percent of the whites 
reported working off the farm more than 200 days compared to only 
47.9 per(~ent of the blacks. U.S., Department of Commerce, Bureau of 

. I
the Census, 1974 Census of Agriculture, vol. 11, pt. 3, p. 1-95 
(hereaftE!r cited as 1974 Census of AgrIcttlture). 

15. Ibid. 
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overrepresented as wage and salary.workers•. Of the total 1.7 

milliQn farm residents employed in agriculture, approximately 63 

percent are self-employed, 20 percent are employed for wages and 
5

salaries, and 17 percent are unpaid family workers; however, 

am~ng black farm residents employed in agriculture, only 27 percent 

. are self-employed, 67.5 percent are wage and salary workers, and 5 
6 

percent are unpaid family workers. 

In the Sou~h, blacks represent 10.4 percent of the employed farm 

population age 14 and over, and as much as one-quarter of all 
,I 

southern farm ~esidents employed in agriculture for wage and :'1 
'I
!'I 

7 . 8
salaries. Yet, rapidly declining as farm operators, blacks II 

9 !! 
represent only' 5.6 percent of the South's farmers. About 85 , 

,I
j: 

percent of all black farmers are located in the South. The largest ,i 
" 

I 

. :numbers are located in Mississippi, North Carolina, South Carolina, 
, i 

Texas, Alabama, Georgia, Virginia, Louisiana, Tennessee, and Florida I 
:1(in declining order). Ohio and California are the two nonsouthern 

5. Farm Population, p. 5. 

6. Ibid., table 10, p. 15. 
" !,7. Ibid. 
~:i 

8. The census defines farm operators as full owners, part owners 
(who operate leased land as Well as their own farms) and tenants. 

9. U.S., Department of Commerce, Bureau of the Census. 1978 Census 

of Agriculture, vol. I, pt. 51, p. ,209 (hereafter cited as .ill! 

Census of Agriculture). 
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Chapter 3 

Current Ccmditions Affecting Black Farmer:s 

Blackl; currently comprise only 4 perJent of this Nation's 6 

. 1 I 
million farm residents. Between 1970 and 1980, the' black farm 

populatioJ:l declined 65 percent compared Jo a 22 percent decline in 
. . 2 . I 

the white farm population. About 44 per1cent of the black farm 
,"":'; ..:.: . 

. I,· . 

popul~tioil in the labor force is employed in agriculture, compared. 
I . 

3to 52.7 pf!rCent of the white population.' Those blacks who remain 

as farm r'i!~idents in' the agricultural labbr force are 

4disproporUonately underrepresented as se1lf-employed workers and 

1. U.S., Department of Commerce, Bureau of the Census, and U.S., 
Departmen1t of Agriculture, Economic Resea~ch Service, Farm 
Populatioll of the United States: 1980, chrrent Population Reports, 
Farm Population, Series P-27, no. 54, tab;J.e 1, p. 7 (hereafter cited 
as Farm PI)pulation). Farm residents are ~hose who reside in 
"places, 1i1hich had, or normally would have had, sales of 
agricultu:t'al products of $1,000 or more dhring the reporting year. ,. 
Farm Popuilation, p. 1. 

2. Ibid., p. 2. 

3. Ibid., table 7, p. 12. In the South, the difference between 
blacks and whites is less distinct in this regard; of the faX'1ll 
populatioil in the labor force, 41.6 percert of the blacks and .43.9 
percent o:f the whites are employed inagr!iculture. 

. I' 
4. Self-I!mployed workers are those "who worked for profit or fees . I
in their (own business, profession, or trade, or who operated a farm 
either as an' owner or tenant." Farm Population, p. 19. 
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institutional economic support was extended to some white farmers -

but not significantly to blacks. Thousands of black farmers, unable 

to meet their mortgage payments, lost their farms. ,Many blacks 

forsook the severe hardships of agriculture to seek new job 

opportunities in the North. 

Sharecropping, which should have been a stepping stone to land 

ownership, snared blacks in a position of inescapable social and 

economic inferiority. Fear and illiteracy rendered blacks easily 

exploited. Usurious interest rates defeated efforts towards 

advancement; hard work and initiative most often remained 

unrewarded. And lastly, government programs intended to cushion the 

suffering of the depression in general, and to assist struggling 

farmers in particular, did not provide blacks with benefits equal to 
' 

whites. 1 
I 

1I
I,

I: 
'1j,

,I' I 

/ 

' 

,i;
/1 
I' 
I' 
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Becauise of a significant· undercount 9f small and black farmers 

in the 1969 and 1974 Agriculturai censusJs (resulting from a'change
I 

97in census methodology) these data may be highly inaccurate. TheI 
Census Bureau estimated that black farmersi were undercounted by 53.3 

! 

percent itl the 1974 census •. Nonetheless, I the data are instructive; 
i 

even if a~justed upward by 100 percent, the 1969 data would reflect 
I 

a decline of 68 percent in commercial bla~k farm operators in the 

South betli'een 1959 and 1969. The overall catastrophic loss of 

black-opex:ated farms may be expla.uled at least partially by theI . 
competitive disadvantages faced by black farmers, di.scussed in the 

following chapter. 

Summary 

Historically, while blacks played a significant role in 
. \ .

agriculture, they were never permitted eqil footing with whites to 

acquire and retain their own land. Freedom from slavery brought 

blacks only limited opportunities to purc~se farmland, and their 
\ '. 

landl:toldinl~s tended to be small. Credit was generally controlled by 

white merchants who required black farmers to cultivate cotton 

rather thati diversify their crops. Intense working of small acreage
. I . 

. without ct:C)P rotation brought diminishing returns from the 

mineral-del,leted soil. When crises in the cotton market and the 

ravages of the boll weevil threatened southern agriculture, 

I 

97. See a~lp. C. 

} 

( 
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TABLE 2.1 

al 
Black-Operated Commercial Farms in the South 

Cotton 

Tobacco 

Cash grain 

Other 

Total 

· 1959bl 

No.. Percent 

87,074 56.4 

40,670 26.4 

2,285 1.5 

24,268 15.7 

154.,298 (100%) 

1969Cl-
No. Percent 

3,195 13.0 . 

9,093 37.0 

1,965 8.0 

10,296 41.9 

24,549 (99.9%) 

1974cl 

No. Percent 

1,569 8.1 

6,963 36.0 

4,332 22.4 

6,485 33.5 

19,349 (100%) 

!I Farms with sales of $2,500 or more in a year. 

bl Data for 1959 include all nonwhite commercial farmers in the 
South, of whom approximately 98 percent were black. In addition to 
farms with sales of $2,500 or more, these data include farms with 
sales under $2,500 whose operators are not elderly and have little 
off-farm work. Beale, "The Negro in American Agriculture," pp. 171, 
173, 179. 

cl Because of a sig~ficant undercount of small and black farmers 
in the 1969 and 1974 Agricultural Censuses (resulting from a change 
in Census methodology) these data may be undercounted by as much as 
one-third the true number of farmers (seeapp. C). 

Sources; 1969 Census of Agriculture, vol. 11, chap. 3,· p. 107; 1974 
Census of Agriculture, vol~ 11, pt. 3, p. 1-95; Calvin Beale, "The 
Negro in American Agriculture," reprinted by USDA from The American 
Negro Reference Book, ed.John P. Davis (1966), p. 177. 

;. 

It:,; 
Ii
" I 

" : 
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percent were in tobacco. 6 percent -were general farms (usually a 

combination of either cotton. tobacco. and peanuts). and 3 percent 

. . 
 92 

were in other field crops. usually peajuts. This crop 

distribution contrasted with that of white-operated farms. of which 
i 

only 18 percent were concentrated in cJtton. 19 percent in tobacco. 

and 62 percent in other crops. . 
93 . I 

A dramatic shift in black agriculture occurred in' the decade 
.' . I . 
between 1959 and 1969. According to the U.S. Bureau of the Census. 

in this short time span the number of JlaCk commercial farm . 

. . I 94 
operators in the South declined by 84.11 percent. In contrast. 

white-o:perated commercial farms decliJd by 26.3 percent during thE 
~ I· . 

same pel"iod. The number of black cotton farmers fell from . 

87.074 to 3.191 and tobacco farmers deJlined from 40.670 to 9.083. 

By 1974 cash grains and crops other than cotton or tobacco made up 

56 perc,ent of all black-operated commeJcial farms in the South96 

(see table 2.1). 

- i

92. Be,ale. "The Negro in American Agri~ulture." p. 177. 

93 • Data on white farmers in 1959 vas balculated by subtt:acting 

data on blacks (Ibid.) from 1959 censusl data on all southern . 

commercial farmers provided by John Blackledge. Branch Chief. Farm 


I 

::~~:~: ::::::::::eo:i:::::::e:'::r:~:-:: ::.t::n::::U::69 Censu6 
of Agri't:ulture. vol. II:. chap. 3. p. 10il; Beale J "The Negro in 
America'n Agriculture." p. 177. 

95. Ibid.; also. see note 93. 
I 

96. 1974 Census of Agriculture. p. 1-9:5. 
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The number of black landowners ,also declined during this 

86period--by 33 percent.· The discovery that cotton grew well 

under 'irrigation in the West increased competition, forcing many 

. 87
small southern farms out of cotton. Black small farm owners, who 

'could not afford machines or use them efficiently on such small 

landholdings, were hard-pressed to compete in cotton, soybeans, or 

88 corn. 

However, while the number of cotton-growing black farmers in 

this'country declined, the number of nonwhite tobacco farmers rose 

from 42,QOO to 91,000 between 1910 and 1945. By 1959 black farmers 

were growing one-sixth of all cigarette tobacco and'one-tenth of the 

89cotton. While blacks played an increasing role in tobacco 

relative to whites, their numbers were still significantly greater 


90
in cotton; as of 1959, 56 percent of the nonwhite-operated 


91' .

commercial-size farms in the South concentrated on cotton, 26 

86. Ibid. 

87. Ibid., pp. 166, 167. 

88. Robert S. Browne" Only Six Million Acres: The Decline of Black 
Owned Land in the Rural South (New York, ,N.Y.: Black Economic 
Research Center, 1913), pp. 26, 27. 

89. Beale, "The Negro in American Agriculture," pp. 169-70. 

90. In 1959 over 98 percent of all nonwhite-operated farms in the 
South were operated by blacks. Beale, "The Negro in American 
Agriculture," pp. 17l, 173. 

91. "Commercial" farms were defined by the Census Bureau as .farms 
with sales of "over $2,500 worth of products in a year, plus those 
selling a lower amount whose operators are not elderly and have 
little off-farm work." Ibid., p. 179. 

,! 



38 


Finally~ the grant program, providing ibasic emergency assistance and 

rehabilitation to needy farm families, bestowed grants to whites 

·83
that ~ere 20 percent larger than those to blacks. 

. I 
Thl! fact that in rural areas of tlie South whites had more 

. . . I 
opport'unities· and received greater amounts of assistance than blacks 

I 
explai'ns, at least in part, why many ~hites returned to these areas 

I . 
during the depression years, while blacks continued to leave 


. . I 84 

agriculture and migrate to urban areas. 
. I 

In the 1940s and 1950s the success of tractors, followed by 

_chanica! harvesters, aDd tiDally by Ichemical weed cOl1trol, led to 

the displacement of thousands of tenant farmers, most of them 
. I . . 

black. Between 1945 and 1959, the number of black tenant farmers
I· . 

decl1llled by 70 percent. "Lacking land, the tenant has no defense 

. I 


againl;t mechanization and may find himself displaced if the landlord 

I 
decidE~s to operate with more machinerY and few~r men. He is usually 

. I . 
the leIser, too, when crop allotments are cut and there is less 

.. I 
. 85 

acre~:e to be divided among tenants." 

83. !iterner, The Negro's Share, pp. 307,300,304. 
. I 

84. naper and Reid, Sharecroppers All, p. 53; Sterner, The Negro's 

Share:, p. 20. I. 

85. C:alvin L. Beale, "The Negro in American Agriculture," reprinted 
by USiilA from American Negro Reference! Book, ed. John P. Davis 
(1976), p. 167. 
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from th~ status of sharecropper to that of tenant.,,79 The 

standard rural rehabilitation loan program was "consciously intended 

to serve higher-risk client families, " and thus it was "paradoxical 

that it too discriminated against Negro low-income families.,,80 

While blacks constituted 37 percent of all low-income farm families 

in the South, they received only 23 percent of .the standard 

81rehabilitation loans in 1939. "A white low-income farm family 

had a two-to-one advantage over a Negro family in obtaining a 

standard loan. The odds against a Negro family ranged from 

82three-to-one in Tennessee to seven-to-one in Mississippi." 

Other FSA programs also failed to serve, blacks on an equitable 

basis. The tenant-purchase program provided loans to tenants, 

sharecroppers,and farm laborers, enabling them to become owners of 

family-sized farms. While blacks comprised approximately 35 percent 

of all tenants in the South, they received only ,21 percent 'of the 

tenant-purchase loans (l,~19 out c' ~88 loans as of 1940). Despite 

their disprQPortionately de~· !dition, 'blacks constituted 

only one-fourth of to served by homestead projects. 

79. Sterner, The Negro's Share,p. 304. "By the end of 1946, of 
the 893,000 farm families who had received rural rehabilitation 
loans since the beginning of the program, more than 434,000 had 
repaid them ~n full. "Baldwin, Poverty and Politics, p. 201. 

80. Baldwin,' Poverty and Politics, p. 200. 

"81. Sterner, The Negro's Share" p. 300. 
" 

82. BaldWin, Poverty and Politics, p. 201. 

--., 
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7~
and practices regarding race. 

, , I 

Despite the efforts of some FSA off,icials toward at least token 

, I " ,
integration; political pressures were srch that State and county FSA 

committE!eS, responsible for reviewing loan applications and 

I 
providiIlg advice regarding the establishment, of upper and lower, 
, ',' ' I 75 
tenant purchase loan limits, did not hare black members. In. 

additioIl, county and district FSA .supervisors tended to "skim the 

cream" (choose the safest credit risks) in their selection of 

76recipietlts and to discriminate against black applicants. ' 

, ' I h' 
The standard ~ural rehabilitation Iran program, t e most 

extensh'e activity of the FSA, was intended to serve low-income 

farmers, including owner-operators, tenlnts,sharecroppers, and farm 
77 ' I' ,

laborers,. ' The program provided credit, farm and home management 
. ' ,I 78 

planning, technical assistance and/or siPervision. , By 1934, 

695,000 farm families, lout of 9 farm families, had received one. of 

these lClans, averaging $240 in 1937 and $600 in 1943. As of 1939, 

about 30 percent of all borrowers had "Qeen helped to advance 

74. Sid,ney Baldwin, Poverty and Politics (Chapel Hill: University 
of North Carolina Pr~ss, 1968), p. 279.1 

75. Ibid., pp. 306, 307; Also see, Myrdal, An American Dilemma, pp. 
274-75. I' 
76. Baldwin, Poverty anc;l Politics, p.254 •. 

77. Ric,hard Sterner, The Negro's Share~ (New York: Harper Bros., 
1943), p. 298. ',' I' 
78. Baldwin, Poverty and Politics, p. 200~ 

I 
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greater need for assistance in these counties, a greater proportion 

of whites than blacks received relief from the Federal Emergency 

- 71
Relief Administration. Furthermore, whites received larger 

amounts of relief than blacks. The average monthly expenditure for 

direct relief for blacks in Greene County in 1934 was 20 percent 

less than for whites; in Macon, blacks received less than half the 

- 72 
amount received by whites. Of Georgia's 55 rural counties with 

black majorities, all but 5 had relatively fewer b+acks than whites 

on relief, and the amount of reliet provided black families was 

73consistently less than for whites.

Inequities in public benefits also existed in the Farm Security 

Administration (FSA), established in 1937 particularly to assist 

small farmers. 

Especially in matters of race, the leaders of the 

FSA were careful. In their allocation of loan 

and grant funds, in their personnel 

appointment[s], in their cooperative and group 

enterprises, in their resettlement projects, and 

in their public information activities they 

adhered fairly consistently to southern attitudes 

71. Ibid., p. 260. The Federal Emergency Relief Administration was 
the Nation's primary social welfare agency between 1933 and 1935. 
" •••• [T]he federal government carried the main financial {welfare] 
responsibility over the whole field and particularly in the South." 
Myrda1, An American Dilemma, p. 1277. 

'72. Ibid., p. 260. 

73._ Raper and Reid, Sharecroppers All,p.-134. 
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aid on thl~ agricultural side principally through the white agents 
.. . 

working wIth the landlords and managers. "I67 

Thus. between 1930 and 1935. the totr number of black farmers . 

declined by 8 percent. in the South, while white farmers increased by 

11 percenl~•. The·status of black farmers continued shifting downward 
. . I· . 

from rent!ers to croppers to wage laborers, while whites were 
.. . I 

upwardly lnobi1e. The number of white la~downers increased by 12.3 

percent. In 1935, 71 percent of the whiie tenant farme'rs were 
. . I . 

renters or share-tenants (an increase ftT 64~9 percent in 1930) 

while 29 percent were croppers. For black tenant farmers, 41.0 
. . I 

percent were renters or share-tenants, (a decrease from 43.8 percent· 

68in 1930) and 58'percent were croppers. The study of Macon and 

Greene Counties found that the proportion of black farmers who were 

sharecroppers declined 14.7 percent betwJen 1927 and 1934, 
. t.

corresponding directly with a 14.0 perce~t increase in black 

seasonal wage hands and laborers during ~he same period. 69 

I .
This study also found that within each tenure class, whites 

I . 
earned mo,re than blacks. "In 1934, in Greene, the average cash 

I . . 
income was $301.26 per rural white famill and $150.74 per rural 

Negro fau:Lily; in Macon, $872.21 for the white and $299.56 for the 
". 70 .. I· .. 

Negro per year. Although blacks had a disproportionately 

67.· Ibicll. 

68. Ibid., p. 253. 

69. RapE!r, Preface to Peasantry, p. 34. 

70. Ibid.,pp. 35-36. 

http:period.69
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children and white children. "In 1928, the white child of school 

ag~ in Greene had $36.53 public money spent upon his education, the 

Negro child, $3.11 -- a ratio of twelve to one. In Macon, the white 
:f 

child received $53.38 and .the Negro $2 .85 -~ a ratio of eighteen to 
:1 

one. ,,64 Blacks made up 56.7, percent of the school population in ! 
t 
i-

Greene, but received 10 percent of the public school funds; in 	 f;
i" 

~con, the 70.1 percent of the children who were black received 11.1 

percent of the public funds. These disparities increased 	even 

65further in 1934, as public monies for education decreased. 

With their limited education and training, blacks particularly 

needed the type of outreach and agricultural advice traditionally 

provided by the Extension Service of the U.S. Department of 
), ,Agriculture. However, the Extension Service agents worked on a 

segregated basis, and the ratio of black agents to the black 
t

population living on farms in the 	South was less than half the ratio 
I 

. . 66 
of white agents to white farm residents. Furthermore, technical 

assistance and training for black tenant.s and sharecroppers was 

limited by the fact that landlords "objected" to black agents 

"approaching families on their holdings." According to a USDA 

publication, "Negro tenant farmers and croppers might best receive 

-, 
l 

64. Raper, Preface To Peasantry, p. 306 •. 	
" 

65. Ibid. 

66. Myrdal, An American Dilemma, p~ 272. 
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the landlords' AAA benefits provided the increased cash necessary to 

since it 'lias most effectively introduced on cotton plantations,wher~ 

.' I . 
make thes<e investments. l1echanization most adversely affected blacks 

I 

. . I ., 
blacks outnumbered. whites, and because whites were given preference 

over blaclts for the jobs as machine opeJators.62 . . 

IRacial discrimination in public education played a significant 
,. I· , . 

role in t'ne subordination of black farmers. High rates of 

illiterao:v among hlao.u fadl1tated the+ exploitation as 

sharecroppers and tenant farmers and restricted their ability to 

rise to the level of farm oWners. For jxamPle, in North Carolina in 
, I 

1922, 58 percent of the black adult sharecroppers and 64 percent of 

t~eblack adult tenant farmers were ill~terate. In contrast, 90 

percent of black farm owners could read and write, suggesting a high 
, 63

correlation between literacy and landownership. 

High rates of illiteracy among blacJs reflected blatant racial 

discrimination in southern education, eJpeciallY in plantation. 

areas. A study of Macon and GreenecouJties, Georgia, revealed 

dramatic disparities in educational expe1nditures between black 

'62. .lyrd,al t An American Dilemma, pp. 258-59. The number of 
tractors used 1"'\ the 10 cotton States alinost doubled between 193.0 . I
and 1937; in T~s, the number of tracto~s increased from 9,000 in 
1920 to 3'7,000 in 1930, to 99,000 in 193~. "On cotton farms each 
tractor displaces from one to three famillies." Raper and Reid, 
Sharecrop,pers All, p. 44. 

63. Johnson, The Collapse of Cotton Tenancy, p. 77. 
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and Agricultural Conservation Committees •. Blacks had little 

influ~nce over the selection of these agents and committeemen. and 

these individuals. for the most part, represented the interests of 

the white large landowners. Thei~ role was powerful; they 

det.ermined. based on complex records and calculations. the allotment 

of cotton acreage and benefit parments to local fafmers. -The 

accuracy of the rec~rds and calculations depended. on the g~od~will, 

conscientiousness, and competence of those in charge" locally. The 

fact that black tenant farmers and landowners were least represented 

in these positions of power, that they were at the bottom of the 

social and economic ladder, and that they .were poorly educated and 

in many cases ilUterate,.left them extraordinarily vulnerable to 

interpretat~ons of regulations and "facts" which favored the 

interests of large white landowners. 60 

Ubila these were extraordinarily difficult times for all small 

farmers, black farmers appear to have suffered greater adverse 

consequences under the AM than whit~s. Blacks appea~ to have been 

.ore easily exploited -- either coerced into signing over their 

benefits or credits to their landlords or downgraded in status to 
, 

seasonal wage laborers, thus renderi~themineligible for benefits 

altogether.6l Furthermore. to increase their share of AAA benefits 

some landlords displaced sharecroppers and renters with machines; 

60. Myrdal, An American Dilemma, pp. 258-259. Salamon, Land and 
Minority Enterprise, p. 31. 

61. Johnson, The Collapse of Cotton Tenancy. p. 60; Raper, Preface 
,to reasantry, p. 82. Myrdal, An American Dilemma, p. 253. 
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of the la,ndlord. 655 In a number of cases, the cropper's share was 

plowed-up" and he was simply sent "down ~he road •••56 In the case 
. I 

of small landowners, creditors appeared on the ben~fit checks as 


joint-payees, deducting their. debts due, 
often with nothing left 

over for the farmer. While large plantation owners could cut their 
.' \ 

costs by cutting down on the number of croppers and tenants, small 
. . I 

landowners had no extra margin of surplus and any cut in production 

made ~he 1oss 0 f t he i r f arms more 1mminenlt.57 
~ . I . 

While the 1934 version of the contract which the government 
. , . I 
entered into with farmers ·under the Agricultural Adjustment Act 

acknowledged the problems facing tenants land croppers, its 

protectiv,e provisions were unenforceable. Illiteracy and ignorance 

of the Coinplexities of the contract rende,red tenants extremely 

vulnerabl,e, and in many instances tenants were forced to sign over 

their benlefits to the landlord. 58 At the national level, the AAA 

acknowledl,ed that "landlords were violati~ the 1934 contract by 
. \ 

evicting :tenants, converting them from tenants to wage hands, 

withholdiIJ.g benefit payments from them by ~arious deVices, refusing 

59to grant I:he st,atus of managing share-tenant, and raising rents." 
. I' 

At thE! local level, the AAA was administered by the Department 

,of Agriculture's Extension Service County Farm Demonstration Agents 

55. Johnf~on, The Collapse of Cotton Tenal\cy, pp. 60-61. 
. I . 

56. Webst.er Powell and Addison Cutler, "Tightening the Cotton 
Belt," HaJ~pers, February 1934, p. 315. 

57. Ibid." .pp. 312-317. 

58. Conrlld, The Forgotten Farmers, pp. 59, 67. 

59., I bid." p. 69. 
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49 
cultiv~tion. The subsequent "plow-up" of cotton was estimated 

to have taken 10,400~000 acres or 25 	 to 50 percent of each 

50
producer's acreage out of production. 

While the reduction in cotton acreage reduced by one-quarter the 

labor needed to cultivate, harvest, and gin cotton, the act was 

developed and passed with little thought given to its consequences 
. . 51 

for millions of tenant farmers and sharecroppers. The 

Agricultural Adjustment Administration (AAA) instructed landlords to 

divide benefits with their tenants in proportion to their share in 

52the plowed-up. crop, but landlords were allowed to collect debts, 

often at usurious interest rates, before distributing benefits. 53 
I 

Tenants and sharecroppers seldom received cash as payment for their 

54share in the plow-up. Government studies found that •• [wJhether 

the tenant received anything at all depended on the charitableness 

49. David E. Conrad, The Forgotten Farmers (Urbana: University of 

Illinois Press, 1965), pp. 23-24. 


50. Johnson, The Collapse of Cotton Tenancy, p. 48. 


51. Conrad, The Forgotten Farmers, p. 36. 


52. Ibid., p. 52. 


53. Ibid., pp. 59, 66; Johnson, The Collapse of Cotton Tenancy, pp. 

50-54; Arthur F. Raper ~nd Ira De A. Reid, Sharecroppers All (Chapel 

Hill: University of North Carolina Press, 1941, reprinted New 

York: Russell &Russell, 1971), pp. 39-43. 


54. Conrad, The Forgotten Farmers, p. 66; Johnson, The Collapse of 

Cotton Tenancy. p. 52. 


I'. 
J 

! : 

II 

: 

http:benefits.53


I 

! 
" 

28 

cropper," ,and most planters aid not mix the race's. Often, black 

workers we:r~ kept as croppers while whiteJ worked as share-tenants 

,or renters, illustrating that the form of 

' ' i di i "45socia1 as lite11 as econom c' con tons. 

of the Soulth's landless white farmers were 

and 28 percent were croppers; by contrast, 

tenancy was "an index of 

In 1925, 71.1 percent 

renters or share-tenants 

45.9 percent of the 

blacks wer.! renters or share-tenants, while 54.1 percent were 

46 I, 


croppers. This hierarchy further dimini~hed opportunities for 


blacks, siilce it was most often from "cash 
renting or its 


equivalent" produce-renting" that farmers were able to accumulate 


47
savings and emerge as landowners. 


By 1932 the price of cotton had fallen 
again to 5 cents per 

pound, with worse prospects for 1933; the ~ricultural Adjustment 

48 ' 


, Act was J)assed by Congress in 1933 in an effort to avert a total 


collapse of American agriculture. The act 
sought to raise fax:m 


prices thrclugh a reduction in production by providing ren~al or 

, I 

benefit payments to farmers who withdrew acreage from' 

45. 'Raper, Preface to Peasantry, p. 149. 

46. U.S., Bureau of the Census, Census of Agriculture: 1925-Summ&ry 
(1928), p. 14. 

47. Raper, Preface to Peasantry, p. 148. By paying a fixed amount 
for the USE! of land, renters and share~teIUfnts were more independent 
of their lolmdlords and less subject to chicanery than 
sharecrOppE!rs. They were also more likely to live in one place 
longer. ' 

48. Act of May 12, 1933, ch. 25, 48 U.S. Stat. 31. 
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lynching between 1900 and 1931; 170 of these counties (30.9 percent) 


41

had 10 or more lynchings. 


The spectacle of a worker trying to organize a 


union, of a sharecropper going among his fellows 


seeking to improve their working conditions, of a 


Negro refusing to remain in peonage or not caring 


to pick cotton, when there is cotton in need of 


picking, sends the hanging judge into a fury.42 


As blacks fied the hardships of the "Cotton South," whites 


apparently were attracted by the breaking up of the plantations; 


they moved in as tenant farmers, with aspirations of becoming 


landowners. 43 Between 1920 and 1930, the number of white families 


drawn into cotton tenan~y in the South increased by more than 


44200,OOO--approximately a million persons. 

Increased competition between blacks and whites within 


agriculture only served to keep blacks at the bottom of the economic 


ladder. For example, in Macon and Greene Counties, Georgia, white 


sharecroppers objected "to being treated on parity with the Negro 


41. Charles S. Johnson, Statistical Atlas of Southern Counties 

(Chapel Hill: University of North Carolina Press, 1941), p. 32~ 


42. Frank Shay, Judge Lynch (Binghamton, N.Y.: 'Vail';'Ballow Press, 

1938), p., 78 • 


. 43. Raper, Preface to Peasantry, p. 187. 

44. Johnson, The Collapse of Cotton Tenancy, p. 4. 
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South. Most if not all of Ithese people were 

sharecroppers, small owner-operators, or workers 
• I 

I 37in jobs connected with agriculture. 

In an effort to curb the loss of ch~ap labor, southern States and 

commu,nities "resurrected ancient atatutes concerning 'vagrancy'" to 

inhibit 'freemovemfi!nt of blacks, and placed sfi!vererestrictions on 
, 38 


agents 'attempting to recruit labor for the North. 


, I 
The black exodus from the south-ias caused as much by a desire to 

-escape the racial injustices of the South as by the attraction of 

39 
. I 

aDrtherti wages. By 1914. soutbern i1acts bad bec .... almost 

totally disenfranchised. Fear and intimidation through racial 

violeilce continued to be a part of solthern life. Between 1882 and 

I1918, 3,040 blacks died by lynching; another 619 lynchings took place 
. . I 

betwet'!n 1918 and 1937. A large numbej of these hangings occurred 

becauEle of. black resistance to the "vicious practice of debt 

slavet'Y...40 

. Southern agricultural counties in10lved p'rimarily in raising 

cotton had higher rates of lynching t .... n qther farm counties. Out of 

551 cotton-gro~~ counties, 345 (62.J percent) had at least one 

37. Marable, "Historical Perspective," p., 19. 

38. Ailllerican Civil Liberties Union, B1lack Justice (May 1931) t p. 26. 
. I 

39. Dewey H. Palmer t "Moving North; Migration of Negroes during 
. I

World l~ar I," in David Bromley and Charles F. Longino, Jr., White 
kacism,and Black America (Cambridge, ~as: Schenkman-Pub.,1972), 
pp. 31--33. -

40. I l~id., p. 3. 
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With large mortgage debts to be paid off quickly under short-term 

.contracts, these landowners found they could not meet their payments 

in the continuing years of agricultural depression. As a result, 

many of these farmers, whose life savings were invested in their 
. 34 

farms, lost everything and were reduced once again to tenancy. 

Out of a dec1ine'of 42,858 black farm operators in the United States 

during this period, 37,596 were owners, 4,159 were tenants and 1,103 

were managers. The number of black-owned farms decreased by 17.2 

percent, a rate of loss twice that experienced by whites during the 

same period. 35 Aloss of 2,749,619 acres of black-owned land was 

suffered during this decade, an amount more than twice the size of 

36the 	State of De1aware.


New job opportunities created in the North as a result of the 
 1 , I . 
first World War provided blacks with an alternative to the hardships i ' 

they endured as southern farmers and sharecroppers. By 1930 the 

. ~ ~ jnumber of blacks migrating north had increased more than five-fold -I':, \ 

I· 
since the late 1800s. ,k 

I 

From 1880 to 1910, only 79,400 blacks left the 
! . 

. !! B1ackbe1t for the North; between 1910 and 1920 	 {, 

I 

the figure leaped to 226,900, and from 1920 to 


1930 about 440,400 black migrants fled the Deep 


34. 	 Raper, Preface to Peasantry, p. 130. 

35. U.S., Bureau of the Census, The Negro Farmer in the United 

States (Fifteenth Census of the United States: 1930 Census of 

Agriculture), p. 37. 


36. 	 Ibid., p. 7. 
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mortgage payments and notes of credit, and were compelled to sell 
I 

- 30
their la-nd for a fraction of its value. I _ 

Even more devastating to cotton-farmers than the first World War 
- - I 

was the boll weevil, whose larvae consume cotton, which spread 
- - I 

across tltte South, reducing cotton yields by as much as 20 to 50 

31 -- I 
percent l!,er acre. Most bla(!k farmers ICOUld -not afford expensive 

insectic:1des or poisons, and by 1921, t1:le boll weevil had spread 

I 
across tltte entire Cotton Belt, taking a heavy toll in areas such as 

\ - 

the Black Belt of Alabama, where the maj\ority of farmers were 

32black. During this period, white farmers borrowed heavily to 

keep the:lr land. They began to purchase cattle and diversify their 

crops, di!creasing their dependence on cotton. However, by 1918, 
\ - 

almost all of the black-owned lending institutions had failed as a 
- I 

result olE the collapse of the cotton market, closing off virtually 

all sour.:es of credit for black farmers. Many more blacks, with 

mounting debts and no sources of credit, had no choice but to 

a bandon l~heir farms. 33 

Betw4!en 1920 and 1930 the decline in the number of black farm 

Ioperator.; took its toll almost totally from the landowning -class. 

30. Ibid., pp. 16, 17. 

31. Ibiel.-, p. 17. 

32. The "Black Belt" is so named for the color of its soil. 

33. Har41ble, "Historical Perspective," ~. 16. 
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sOil,perhaps tucked away in the hills, not too close to the main 
27

highways or railroads, nor to white schools or churches. 

With the outbreak of the first World War in 1914, the bottom 

fell out of the cotton market. Europe ceased transatlantic trading 

for about 3 months, and the pr·ice of cotton plunged below cost. The 

southern establishment realized the need for emergency intervention 

to pull cotton farmers through this crisis. Credit was extended and 

28
cotton storage provided -- but mostly for white farmers. 

Senator John H. Bankhead of Alabama proposed that 

his state extend $40 million worth of credit to 

farmers and store their cotton in State 

warehouses. Asa G. Candler, an Atlanta 

millionaire and a director of the Coca Cola 

Company, offered low-interest loans to white 

planters and stored one-quarter of a million 
. 29

bales of cotton in bis huge warehouses. 

In contrast to the aid provided white farmers, many merchants refused 

to extend credit to blacks for anything but cotton cultivation, 

since black farmers lacked experience in other crops. Consequently, 

many thousands of blacks found themselves unable to payoff their 

. 27. Arthur F. Raper, Preface to Peasantg (University of North 
Carolina Press,1936; reprinted. New York: . Athenum, 1968), pp. 
121-122, 125. See also, Myrdal, An American Dilemma, pp. 241-42. 

28. Marable, "Historical Perspective,"p. 16. 

29. Ibid. 
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blacks were tenant farmers-constituti,ng 43.6 percent of all southern 

, 26 
tenant farmers. 

HOl/7eVer, it was only with the approval of the local white 
I' , 

community that blacks were likely to b~come landowners. In addition 

'to a hlstory of hard work and credit-worthiness, a prospective black, 

buyer had to be considered "safe," and to "know his place." Those 

blacks who became landowners often were chosen by whites who, in a. 
, - I 

paternlllistic relationship, "sponsoredi' or assisted a favored black 

farmer in acquiring his own parcel of land. Otherwise, blacks were 

i 

most S\lccessfulif they had all cash, or large sums of money 

,accompELnied by an offer to payoff the remaining debt in an 

inordinately short amount of time. But these conditions were not 

I ,
necessiuily sufficient. On occasion, ~lacks were known to offer 

double the asking price for a piece of Iland • and still be refused; 

the prc1spective black buyeT was not permitted to purchase 
, ' , I

I ' ,
sought--afte:!;" land. He was restricted to areas With less fertile 

26. U.,S., Bureau 'of the Census, Agriculture: Farm Statistics by 
Color ~tnd Tenure of Farmers (reprint o~ chap. IV, vol. V., 
FourteE~nth Census Repor,ts, 1923) pp. 189, 191. "Tenants" in the 
broad \ise of the term includes renters J shsre-tenants and 
sharecl~oppers. Renters pay for the use of land With a fixed amount 
of casft or its crop equivalent; share-tenants furnish their own farm 
equipmE!nt and animals, but pay a ·fixed ipercent, usually one-fourth 
to one...·third of the cash crop which they raise; sharecroppers are 
furnisl'ted by the landlord, farm tools, lanimals, fertilizer, and 
often t:he food they consume, in exchange for a larger percentage of 
the crclp,' usually one-half. Johnson, '.the C'ollapse of Cotton 
Tenancy._ p. 6. 
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A positive development for black farmers during this period was 

the creation of small, black-owned banks and lending institutions. 

Beginning in the 1880s, with the combined resources of a few black 

ministers, entrepreneurs, and educators,more than 50 black-oWned 

lending institutions were established by 1911, with annual 

transactions worth more than $~O mi1lion.23 Other significant 

factors favorably influencing black agriculture were the increase of 

literacy and the establishment of dozens of black agricultural and 

teachers colleges enabling blacks to acquire a range of farming 

24ski11s.

Economic conditions improved dramatically in the early 1900s as 

a result of increasing southern industrialization and a rapid rise 
25 . . 

in cotton prices. . By 1910 blacks were able to buy millions of 

acres of land in North and South Carolina, MisSiSSippi, Alabama, and 

.Georgia. More than 240,000 blacksown~d their farms--comprising 

about 16.5 percent of all southern landowners. Another 670,000 

23. Ibid., pp. 11-12. 

24. Ibid.· -The Agricultural and Mechanical College for Negroes was 
e8tab1ished in Normal, Alabama, in 1875••••With the financial 
8upportof northern phi1anthrophic agencies and churches, dozens of 
black agricultural and teachers' training colleges were 
estab11shed •••• ~ including Georgia State Industrial College in 
Savannah; Knox Academy in Salem, Alabama;. Tuskegee Institute; Haines 
Normal and Industrial Institute in Augusta, Georgia; Utica Normal 
and Industrial School. in Utica, Mississippi; and the State Normal 
School in Montgomery, Alabama •. Ninety percent of all blacks were 
illiterate at the end of slavery. 
50 percent •. 

25. Ibid., p. 9. 

By 1900 illiteracy had dropped to 
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. I ' 
fewer acres of cropland than their wnite counterparts. To 

I . 
compe:nsate, black owners and sharecrlPpers were compelled to work 

their land more intensely, cultivatiqg a greater proportion of their 
, I 

acreage than whites in an attempt to raximize their yields. In 1880, 

.. amon,g small family farms the ratio of untilled to tilled acres for 

white farmers was more than twice thel·ratio for black farmers, 

19 ' , 
regar.dless of the form of tenure." ,Unfortunately, despite a 

greatler need for fertilizer to rePle~sh their overworked, 

mineral-depleted so11, blacks recei""~ less financing than whites 

'b! 20f or t s purpose. 

F1urthermore, most blacks were prerented from rejuvenating their 

soil 'by crop rotation because local merchants, the sole source of 
, I 

credi't for small farmers, would exten(l financing only for cotton, a 

Isafe lcash crop that would have a ready market in the event of 

. I·1 21f orec, osure. Caught in a cycle of Ciiminishing returns, 
, I . 

produlctivity per acre declined, as back farmers were compelled to 

I
putiitlcreasing acreage into cotton. Ultimately, general 

overp'roduction depressed the price of this crop from 29 cents per 

" 22
pound in 1868 to 5 cents per pound in l898--below cost., 

I19. Ransom and Sutch, One Kind of Freedom, pp. 182, 184. 

20. lbid., p. 183. 

21. ~rindall, South Carolina Neg'roes, pp. 106. Also, see Ransom and 
Sutch, One Kind of Freedom, pp. 163, 185. 

22. ]\iarable, "Historical perspect!vel .. p. 11. 
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expelled ••••. The industrious and thrifty tenant 

is sought by the landlord •. The very qualities 

which might normally lead a tenant to attain the 

position of renter, and eventually of owner, are 

just the ones which make him a permanent asset as 

a cropper. Landlords, thus are most concerned 

with maintaining the system that furnishes them 

labor and that keeps this labor under their 

16control, that is, in the tenancy class. 

Sharecroppe~s had little freedom to seek out better working 

conditions. In South Carolina, for example, to recruit or hire 

workers.who were under contract to another landowner was illegal, 

and a law enacted in 1897 provided punishment for "laborers who had 

received advances in money or supplies and afterward failed to 

perform 'the reasonable service required of him by the terms of the 

17 . said contract'." The ·'mere threat" of enforcement of these laws 
. 18

"was sufficient to keep Negro laborers in virtual bondage." 

These times were also very difficult for those blacks who were 

able to buy their own farms. Their landholdings often were less 

fertile than property owned by whites, and in all types of land 

tenure--owner-operated, rented, and sharecropped farms--blacks had 
I', 

16. Johnson, The Collapse of Cotton Tenancy, p.8. 
RanJom and Sutch, One Kind of Freedom, p. 180. 

Also, see 

17. Tindall, South Carolina Negroes, p. 112. 
;j 

18. Ibid., p. 113 •. 
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rent; the landowner provided housing, fuel, animals, tools, seed 
I 

and close supervision. The cost of fertilizer was deducted from the 
. I . 

crop. The landlord weighed and marketed the cotton and kept all . ..' I . 
sales ilnd financial records. . Food, clothing, and household needs 

were obtained by the sharecropper, USUlllY on credit at high 

~. 12"....nterea;t rates. 

Shiirecropping was not a stepping lone to advancement. 

"Perenjdal indebtedness was inescapable for most, and the whole 

system was nd tforaulOdobYan invitation to tMheercPharanCttS~"Cha°rfgeddeCferiomta 
sharp-;dealing merchants."13 25 

I 14percent markups or interest on supplies. Labor contract 
. I 

legislation allowed oral contracts which enabled landlords to secure 

liens over a sharecroppers entire croJ.15 Initiative and hard 
.. I 

work li'ere not rewarded under this system. 

IIt is to the advantage of th~ owner to encourage 

ithe most dependent form of share cropping as a 
I 

source of largest profits. And he wishes to hold 
I .

in greatest dependence just those workers who are 

most efficient. .A shiftless and inefficient 

cropper is of little value to the owner and is 

12. Ibid., p. 90. 

13. IGeorge Brown T~ndall, South CaroUna Negroes 1877-1900 

(Colu~bia: University of South Carolina Press, 1952), p. 107. 


14. ,tindall, South Carolina Negroes,i p. 105. Also, see Johnson, 

The C,ollapse of Cotton Tenancy, pp. 2 b, 28. 


1 

15. Tindall, South Carolina Negroes, p. 111. 
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of violence was launched to prevent blacks from 


acquiring assets, education, or skills. But the 


violence was only the most visible way in which 


racial suppression worked., The most powerful and 

' ., 

most damaging way was indirect. Southerners ! 
/ 
i 
1,1,]erected an economic system that failed to reward ! ' 

individual initiative on the part of blacks and 
;!; 
)1was therefore ill-suited for their economic 


advancement. As a result, the inequalities 


8
originally inherited from slavery persisted. 

Whil,e the plantation system was shaken by the Civil War, it was 

not destroyed, and sharecropping replaced slavery as the prevailing 

relationship between white landowners and black farmers without 

land. One-tenth of all landowners controlled from, one-half to 
9 ' 

two-thirds of all the land in most southern counties. More than 

70 percent of the blacks in the cotton States were employed in 

10agriculture. In 1880 blacks owned less than 8 percent of all 

farms. 11 

Sharecropping, while a more subtle form of dominance than 

slaverY, yielded similar patterns of control and subservience. The 

sharecropper typically paid,the landowner one-half of his crop as 

8. Ibid., p. 186. 

9. Marable, "Historical Perspective," p. 3-5. 

10. Ransom and Sutch, One Kind of Freedom, p. 225. 

11. IbId., p. 84 •. 

~ 

,. 
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befor€~ ••. 5 Opposition to black advancement was intense among those
I, , ' ' 

who mid fought with their lives, to priserve the plantation system of 

the South. The sale of land to blacks was discouraged, and whites 

Iwho agreed to sell land (usually at inflated prices) or to provide
'. I . , 

necesliary financing "were not uncommonly threatened with physical 

, ..6 
v i 0 1ellCe. 

S:Lmilarly, blacks were thwarted in their efforts to obtain an 
I ' . " 

educaj~ion. During slavery their educlition had been outlawed, and 

folloldng the Civil lIar, 90 percent ClUld neither read nor write. 
. I'

Their eagerness to obtain an education following Emancipation met 

violel1t resistance. 7 

Emancipation removed the legjl dis~inction 

between the South's two races, but it left them 
, ' , I ' 
in grossly. unequal economic positions. The 

, 'I ' 
blacks lacked assets; they lacked education; they 

lacked '[some1 skill[s1. FroL the outset there 
I " 

were whites who sought to preserve the social and 
, I 

political inequalities between the races, and 

these white supremacists perheived that tO'do so 
,, 'I 

they would ,have to maintain the economic 
, I 

inequalities as well. When necessary, a campaign 

S. C'b.a.rles S. Johnson, Edwin R. Embree, and W.W. Alexander, The 
Collapse of Cotton Tenancy (Freep<?rt, N.Y.: Books for LibrarTeS 
Press, 1935, reprinted 1972), p. 10. 

6. aanaon and Sutch, One Kirid of Freedom, p~ 81., 

7. I'bid., pp. 13-15. 
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capital. Others received bounties from the 

United States in recognition of military service 

during the war. Nevertheless, such cases were 

the exception. Only a handful were sufficiently 

endowed to afford the purchase of a farm, the 

work stock, and th~ tools necessary to support a· 

'2family. 

Promises of land distribution among the freed s'laves were not 

fulfilled. Although Congress established the Bureau of Refugees, 

Freedmen, and Ab~ndoned Lands in March 1865, to confiscate land and 

property of rebels in the Confederate cause for redistribution among 

3 . hnthe freed slaves,President Andrew Jo son declared a "general 

amnesty from confiscation" several months later. In 1867 

Representative Thaddeus Stevens (R-Pa) introduced a bill that "would 

have granted forty acres and fifty dollars to every former slave who 

4 was head of household," but the bill was defeated in Congress. 

Whites in the South made every effort to maintain their superior 

social and economic position., ~The determination to 'keep the Negro 

in his place' was,'~f anything, stronger after the Civil War than 

2. Roger Ransom and Richard Sutch, One Kind of Freedom: The 
Economic Consequences of'Emancipation (New York: Cambridge 
University Press, 1977), p. 82. See also, Thomas Jackson Woofter, 
Jr., Negro Migration: Changes in Rural Organization and Population 

, of the Cotton Belt (originally published in 1920 by W.D. Gray, New 
York, reprinted in 1969 by Negro Universities Press, a Division of 
Greenwood Publishing Corp., N.Y.) p. 38. 

3. Act of Mar. 3, 1865, ch. 90. 13 Stat. 507. 


4.' Ransom and Sutch, One Kind of Freedom. p. 82. 
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Chapter 2 

Historical Background 

The a.dversity facing blacks in their efforts to acquire and 

i
retain their own land is rooted in the r~cial attitudes of the 

South. B:istorically, black farmers were disadvantaged ,by limited 

access tel land, possession of only marginal landholdings, restricted 
I 

credit arld usurious interest rates, a dekrth of opportunities for 

advancemf!nt, and an inequitable share in government benefits. 

The j:reedOm gained by 4 million slaves after the Civil War did 
. I 

not traniJfer economic independence to most blacks. Those who had 

' I
great exl,ectations of receiving a s hare of their slave masters' land 

found thl!IDselves, instead. with little mbre than their own clothes. 
. I 

l a few tools. and perhaps some farm animals. While land prices 
, ' I 

were low immediately after the War, few blacks had the cash'needed 

to buy l,and. 

None had inherited money or oth~r assets from. 
. I 

slavery. Very fe~ whites presented freedmen with 

gifts, and most blacks had beej free too short a 

tfme to have earned income and Isaved enough to buy 

a homestead. A few blac~, Vh, received income 

for work performed in areas controlled by the 

Union army, did manage to save a limited amount of 

1. HamLing Marable, "Historical Perspective". in The Black Rural 

LandownE!r - Endangered Species, ed. Leo IMcGee and Robert Boone 

(Westport, Conn.: Greenwood Press, 1979). 
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Chapter 5 examines USDA's civil rights enforcement activities at 

various administrative levels and assesses their impact on FmHA's 

loan services to minorities. The report's conclusions and 
! f ~. 

recommendations are presented in the .fina1 chapter. I. 
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26 programs of the Farmers Home Administration. FmHA is the 
.. I 

principal public lending institution for this Nation's rural 
. I 

communities, and historically, it has played a major role in serving 

struggling farmers. Through its credit programs, FmUA has the 

capability and jurisdiction to assist black farmers most 

. I
expeditiDusly, in an effort to prevent the further loss of the~r 

lands. ,Chapter 4 of this report reviewJ the programs and missions 

Iof FmHA's farm credit programs and, analizes data reflecting the 

levels·of black participation in thea. irograms in 1981.27 

26. Det,ailed analyses of F~deral farm Jrograms other than those of 
the Farmers Home Administration, such a~ USDA's Sedl Conservation 
Service ,and the Agricultural Stabilizati:on and Conservation Service, 
as well as State programs, including the Cooperative Extension 
Service, would be useful but are beyond the ·scope of this report. 

27. A draft of this report was sent to the Secretary of Agriculture 
requesti'ng the Department's comments. (lJohn Hope II:, Acting Staff 
Director, U.S. Commission on Civil Right!s, letter to Secretary of 
Agriculture, John R. Block, November 10 t 1981.) In lieu of 
providi~g written comments, officials of the Agriculture Department 
requeste;d a meeting between Farmers Home Administration and 
CommissiDn staff. (Ruth A. Reister, Deputy Under Secretary for 
Small Coimnunity and Rural Development , l~tter to John Hope III, 
December 28, 1981.) At that meeting, FmHA officials praised the 
report f,or i~s comprehensiveness and forI an "outstanding job of . 
documenting the history of problems black farmers have faced. "The 
officials maintained, however, that thesb problems cannot be solved 
by credit alone and that FmBA is not in ~ pOSition to provide the 
assistan,cenecessary. They interpret FmlIA's responsibilities 
narrowly, as thdse of ' a banking institut~on which·"must be able to 
collect on its loans" and does not have the "jurisdiction to make• I
loans for social purposes". While the Cpmmission agrees that the 
problems of black farmers require more. than just credit, the 
Commission also believes that FmBA t S rolb, to provide supervision 
and loans for essential needs to farmers who cannot obtain credit 
elsewher,e, can be of valuable assistance to· black farmers. As 
discusse,d in Chapter 4, this role serves an important social 
function which entails responsibilities which go beyond those of 
traditio'rlal lending institutions. (Heet~ng between Farmer.s Home 
Administration and Commission staff, Washington, D.C., Jan. 6,

I
1982. Specific comments made by FmBA officials at this meeting have 

I

been incorporated, where appropriate, into the text and footnotes of 
this report.) 
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and help t hem retain t heir 1an.d ~24 

While there' is a need to examine all problems of racial, ethnic 

and sex discrimination in agriculture, this report focuses on the 

conditions of black farmers because of the urgency of their 

situation. Available.data suggest no other minority group has 

.experienced, in the last century, a loss of farm operations at a 

25rate comparable to blacks. . 

Chapter 2 of this report outlines the historical conditions -

racism, a lack of institutional economic support, and possession of 

only marginal landholdings -- that directly contributed to black 

land loss in the past. These adversities set the stage for the 

struggle that'black farmers face ,today•. Chapter 3 discusses how 

these historical conditions have combined with current economic 

factors to perpetuate a disadvantageous, noncompetitive position for 

black farmers that presently threatens their survival as farmer,s. 

While all of USDA's farm programs have a vital role to play in the 

life of black farmers, this report focuses pn the farm credit 

24. Ibid., pp. 20-21. 

25. According to the U.S. Bureau of the Census, there were 22,645 
farms operated by "other races" in the United States in 1978, 
compared with 41,714 at their peak in 1940 and 31,073 in 1910. 
"Other races," as defined by. the census, includes American Indians, 
Asian or Pacific Islanders, and any other separate racial group 
"excluding white." These data are somewHat limited. For example, 
within the "other races" category, 8,347 farm operators were . 
identified as American Indians in 1978. However, in some cases, . 
entire Indian reservations have been counted by the census as one 
farm with one farm operator. In addition, the census did not 
identify Hispanics apart from whites until 1974. The census counted 
7,621 farm operators of "Spanish Origin" in 1974 and 22,997 in 
1978. This apparent three-fold increase between 1974 and 1978 
reflects, to some extent, an undercount of farm operators, 
particularly minorities, which occurred in the 1974 census (see 
appen. C). 1974 Census of Agriculture, pp. 1-15, 1-83; 1978 Census 
of Agriculture, p. 209 and appen. A-s-7 •. 

; I 

I 

I 
I 
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A 1979 Commission report on fair housing found that Farmers Home 

Administration housing loans to blacks decreased from 19.6 percent 

22of all 'FmHA housing loans in un. to i.5 percent in 1976. The 

same 'report found that FmBA's staff training and outreach were 
, I ' 

limited; compliance reviews were, at best, cursory; data collection 
, ~ 

was inadequate; no method for evaluating targets or assessing 

complia,nce existed; and target goals wlre, set below performance 

I ' levels as well as below targets set fot;' the preceding year. 

IThus, the Commission's findings over the past one and a half 
, . I 

decades confirm the need for continuing appraisals of USDA's civil 

rights efforts. 

The Secretary of Agriculture's Citizens' Advisory Committee on 
, 23 ,I . " 

Equal Opportunity also has taken a,sjrong interest in USDA's 

role vis-a-vis black farmers. In December 1980 the Advisory 

Committee recommended that "USDA take 1direct policy stance to stop 
, " I 

the 108s of minority owned farm land" and expressed "particular 
, I 


concern" for the "loss of la~d by Blac~ farmers in the South. t. The 
. I,

Advisory Committee felt that USDA should expand programs with 

special credit provisions for small faiers ("since many small 
I 

farmers are members of minority grouPsi) and "institute a special 

grant-l,oan-educational program to assist low income, small farmers 

22. U.S., Commission on Civil Rights, iThe Federal Fair Housing 
EnforcE!ment Effort (March 1979), pp. 131-150. 

, I 

23. Appointed by the Secretary of Agr~culture, the Citizens' 
Advisoty Committee on Equal opportunit~ held its first meeting on 
Sept. 5" 1979. "Committeemem~ers hav~ expertise in a broad 
spectr1i1Jll of areas ,including farming, education, business, consumer 
action, and community affairs. Blacks,j Hispanics, Asian Americans, 
and Native Americans are all represented." U.S. Department of 

IAgriculture, Citizens' Advisory Commit~ee on Equal Opportunity, 
Report to the Secretary (December 1980), pp. I, 6. 
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Conservation Service, and the Agricultural Stabilization and 

Conservation Service. For example, an indepth analysis of Farmers 

'Home Administration (FmHA) data from 13 southern counties, revealed 

that in terms of the size of loans, purposes for which loans were to 

be used, and technical assistance, FmHA did not provide services to 

black farmers comparable to those provided to similarly situated 

whites.16 

A 5-day Commission hearing held in Alabama 3 years later found 


no significant' improvement in agricultural program services to 


17

blacks in Alabama since the 1965 report was issued. In 1968 the 

, 

Commission provided a series of detailed recommendations aimed at 

correcting extensive deficiencies found in USDA's enforcement of 

. 18 


Title VI <:>f the Civil Rights Act of 1964". However, subsequent 

Commission reports issued in 1971,19 1973,20 and 197521 

revealed continued procrastihation in this area. 

16. Ibid., pp. 57-82. 

17. Paul Good, Cycle to Nowhere, prepared for the U.S. Commission 

on Civil Rights (Washington, D.C.: Government Printing Office, 

1968), p. 17. 


18. U.S., Commission on Civil Rights, The Mechanism for 
Implementing and Enforcing Title VI of the Civil Rights Act of 
1964: U.S. Department of Agriculture (1968), reprinted in 115 Congo 
Rec. 13456-65 (1969). 

19. U.S., Commission on Civil Rights, The Federai Civil Rights" 

Enforcement Effort: One Year Later (1971), pp. 124-131. 


20. U.S., 'Commission on Civil Rights, The Federal Civil Rights 

Enforcement Effort---A Reassessment (1973), pp. 72-82. , 


21. U.S., Commission on Civil Rights, The Federal Civil Rights 

Enforcement Effort--1974, vol. VI (1975), chap. 2. 
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minority 4)wned land as a foundation for greater minority 

'participation in the dramatic economic dJvelopment activities 

"14occurring in the Southern region. . 

The loss of this land and the inabili1ty of blacks to endure as 

landowner~; may result in serious consequences for racial relations 
. I . 

in this country. A society where whites control virtually all 
< I 

•agricultUl~al production and land developmint (including commercial, 

industrial, and resort development) is not racially equal. Such an 

imbalance can only serve to further diminlsh the stake of blacks in . . I' 
the· social order and reinforce their skepticism. regarding the 


concept of equality under the law. 


The pl:oblems conf.ronting rural blacks 
have long been considered 


by the U.S. Commission on Civil Rights as 
a blight on the conscience 


of this NI:Ltion. In 1965 the Commission conducted a study of the 

I 

role of tbe U.S. Department of Agriculture (USDA) in helping black .. . . I 
farmers m2Lke their agricultural efforts viable. In the report, 

I . . 
Equal 0ppc,rtunitI in Farm Programs, the Commission expressed concern 

that whilE! USDA' had been "instrumental in raising the economic, 

educations.l, and social levels of thousands of farm and rural 


families ••• [a] quarter of a million Negro families stand as a 


. glaring eli:ception to this picture of progress ... 15 The report 

I . 

documented. specific findings of discrimination in USDA's Farmers. 
. '. I 

Home AdmitListration, Cooperative Extension Service ,Soil 

14. Land .and Minority Enterprise~· pp. iiliii. 

15•. U.S., Commission on Civil Rights, Eq~al Opportunity in Farm 

Programs (1965), p.8. 


, 
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There never has been any national recognition of 

what this pellmell change meant in terms of' 

stresses on our communities, schools, 

governments, homes, churches, neighborhoods, and 

on ourselves •••• 

The result has been a national crisis of 

environment--the relationship between the people 

and the land--and from this crisis others have 

12erupted all around us. 

The lifestyle and economic bases of rural communities also 

suffer from the loss of small farms to outside speculators and 

corporate farmers. " ••• [A]reas dominated by iarger farms have been 

shown to provide fewer social amenities to their residents. Rural 

businesses have also declined since the more sophisticated needs of ' 

larger farmers, coupled with improved transportation, have carried 

much of farm businesses outside of rural businesscenters."13 . 

At stake is the survival of black-owned land and the future 

par'ticipation of blacks in agriculture. Also at stake is the 

survival of what has been the "largest single equity resource in 

minority hands" in the South, and the possibility of "utilizing 

12. Orville Freeman, "Toward a Urban-Rural Balance,· in LaDd Use in; 
the U.S., vol. 43, no. 2., ed. by Grant S. McClellen (New York: 
H.'W. 'Wilson Co., 1971), pp. 46,47. ' 

13. U.S., General Accounting Office, Changing Character and 
Structure of American Agriculture: An Overview (1978), p. v. 
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, • 9
lando~nership acquired through the resettlement programs of the 

, " I.' ,

1930s found that these programs generated "a substantial, long-term, 

positive imp'act, creating a permanent [though very small] cadre of 

black middle-class land-owners, in possession of decent agricultural 
I 

land•••• " The black landowners were found to be more civic minded, 
. I 

more active in social and political affairs, have a greater sense of 
. I ' 

•self-w'orth, and enjoy the pride and prestige of landownership.lO 

IIn contrast, for many black people who migrated from rural to 

urban areas, life has been plagued by overcrowded and deteriorating 

housing, welfare dependency, crime, dtugs, and alcoholism. Blacks 

who ha'd been farmers often discovered little demand for their labor 

in city' job markets, partly because tlley'lacked industrial skills, 

and pa,rtly because of discrimination iln urban labor markets. 11 

Virtually every aspect O'f thelurban 

crisis-'poverty and welfare, IlemPlorinent, crime, 

housing and health--could be linked to a 

inigration from rural America Ithat resulted in too 
, I 

many people on too little space •••• 

9. "Launched in 1934 under the auspic~s of the Division of 
Subsistance Homesteads of the Department of the Interior and then 
picked up in succession by the FederallEmergency Relief 
Administration, the Resettlement AdminIstration, and the Farm 

, I

Security Administration, the Resettlement Program was in operation 
until 1943." It provided loans and grknts for families to acquire 
or improve farms. Ibid., p. 30. ' 

10. Ibid., p. 47. 

11. G'llnner Myrdal,An American Dilemma (New York: Harper & 
Brothers, 1944), pp. 279-303. 
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The loss of family and minority-owned farms runs counter to 

. widely held and traditionally cherished values. Americans have long 

held the "belief ~hat widespread ownership of land by those who farm 

it will produce a more responsible citizenry•••• "6 A national 

opinion poll conducted by Louis Harris and Associates found: 

The public's preference is for a country which 

has a relatively large number of small farms •••• 

Significantly, there is a broad-based consensus 

on this issue. with strong support for the small 

family farm in eVidence in every region of the . 

country and in every significant demographic 

7subgroup of the population. 

The qualities of self-reliance, independence. and a sense of 

efficacy and self-worth have long been associated with 

landownership. Evidence suggests that as a result of the 

opportunity for self-employment. matiaget:ial experience. and 

considerably enlarged discretion over their lives. black landowners 

are "more self-relian~. better off nutritionally. more secure 

psychologically. and more confident of the future than black 

non-owners."8 Research examining the effects of black 

6. Ibid •• p. 78. 

7. Ibid., p. 16. 

8. Land and Minoritx Enterprise, p. 34. 
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increasin,gly targeted by land speculators and developers. "The 
I . ,

frequent 'pattern is for land to remain i~ minority hands only so 

long as it. is economically marginal, and then to be acquired by 

·1 .4I whites whI:!!n its va ue 1 begi ns to ncrease. 

The \i:rgency of this situation is accentuated by the virtualI Iirreversilbility of black land loss. Today, only those who inherit 

land or who have other nonfarm sources·of income can afford to " 

purchase lind' operate. farms. A recently released study by the U.S. 
I . 

Department of Agriculture found that the impact of inflation on land 
I 
Ivalues is such that income from farming will not cover the early 
I . 

years of ."~ortgage payments for beginning farmers. To the contrary , 
. I 

the Federnl tax structure encourages abse~tee ownership and farm 
, I 

investment by speculators who are subsidized in their purchases by 

large tax writeoffs not available to low- or moderate-income farm 

families.!i Few rural blacks are in a position to benefit from 

these gOVE!rnment subsidies, and few black farmers who have .lost, or 

are about to lose, their land will be abl~ to repurchase farms in 

the years to come. 

. I 
4. U.S., Department of Commerce, Land an4 Minority ·Enterpriae:The 
Crisis anell the Opportunity, prepared by Dt;. Lester M. Salamon for. 
the Office: of Minority. Business EnterprlaE1 (1976), p. 11 (hereafter 
cited as band and Minority Enterprise). See also, Emergency Land 
Fund, To S,ave OUr Land, undated, p. 14. I 
5. U.S., Department of Agriculture, A Time to Choose: Summary 
Report on.the Structure of Agriculture (January 1981), pp. 74,92, 
120 (hereslfter cited.as Structure of Agri~ulture)•. 

I 
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TABLE 1.1 

al 
Farms-Operated by Blacks and Whites 

1900-1978 

Blacks , Percent change Whites Percent change 

1978~ 
1969Cl 

57,271 
133,973 

-57.3 
-50.8 

2,398,726 
3,089,885 

-22.4 
- 9.6 

1959 272.541 -51.3 3,419,672. -28.8 
1950 559,980 -17.9 4,802,520 -10.7 
1940 681,790 -22.8 5,378,913 +.09 
1930 
1920 

882,852 
925,710 

-4.6 
. +3.6' 

5,373,703 
5,499,707 

- 2.3 
+ 1.1 

1910 893,377 +19.~ 5,440,619 + 9.5 
1900 7~6,717 4,970,129 

Overall percentage loss 
. between 1920-1978 -93.8% -56.4% 

a/ The term "farm" may include all types of farms, including family 
farms, corporations, cooperatives, prison farms,.and grazing 
associations. Since the census' inception, the definition of a farm, 
based on agricultural sales and acreage, has changed frequently. See 
Appendix A for these definitions. 

bl For the 1978 Census of Agriculture, a farm was defined as "any 
place from which $1,000 or more of agricultural products were sold or 
normally would have been sold during the census' year. ,., According to 
the Census Bureau, this definition excluded 468,973 farm operators who 
would have been counted under the definition used in the 1969 Census of 
Agriculture. An estimated 27,200 of these excluded operators are black 
(see appendix B for explanation of estimate), increasing the total 
number of black operators in 1978 (using the 1969 definition) to 84,471 
- a decline of 36.9 percent from 1969. The t.ota1 number of white 
operators under the 1969 definition is estimated at 2,833,784 -- a 
decline of only 8.3 percent from 1969. 

cl These figures have been adjusted upward from those published by the 
Census Bureau to correct for serious undercounting off~rmers 'in 1969. 
See appendix C for explanation of adjustment. 

Source: U.S., Department of Commerce, Bureau of the Census, 1974 
Census of Agriculture, vol. II, pt. 3, ,pp. 1-82, 1-10; 1978 Census of 
Agriculture, vol. It pt. 51, pp. 2, 209. 
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. 2
all farm operations. . By 1978, only 6.2 percent of that number 

remained. 

While displacement from the land looms as a threat to all small 

Ifarmers, land loss has occurred most severely among black farm 
I 
I . 

operators.. Almost 94 percent of the farms operated by blacks have 
I

been lost since 1920, while the number of white-operated farms 

Ideclined 56.4 percent during the same pe,iod~ Table 1.1 shows the 

diminishing numbers and the percentage d~cline of farms operated by 
. . I . . 3 

blacks, as compared with whites, during this century. 

Moreo'ver, the rate of land loss shows no sign of tapering off 

for black:s, even though it has slowed som,ewhat for white farmers. 
. . I 

White land loss peaked at a: rate of 28.8 percent between 1950 and 
I 

1959; dudng that period the rate of'black land loss was almost 
. . I 


double thE! white rate -- 51.3 percent. By 1978, the r'ate of loss 
I . 

for blackl; increased to 57.3 percent, 2 112 times the rate of loss 
. I 

·for white!.. At this rate of loss, there will be virtually no blacks 
I

operating farms in this country by the end of the next decade. 

The eElcala£ionof land values is such that black-owned land' is 

2. Calvht L. Beale, "The Negro in American Agriculture," reprinted 
by USDA £I'om The American Negro Reference iBook, ed. John P. Davis . 
(1966), p. 170.. . I 

3. Agricu.ltural census data may be inacc~rate. Moreover, comparing 

:~~i~:!:::'a~e~~::~:o:a!: :V~~r!i:: !:lir:~l~:!!:sd~: ~~echanges in 
methodology used to perform the census count. Nonetheless, 

~:::~!n~v:~t~:~~:w~f r:i:~~v!a~:~:sW!~c~h:p::::e~: ~!m:~~t:rue 

even when adjusted for changes in definitibns and methodology. For 
further in.formation regarding the data, sele explanations for table 
1.1 andapps. A and B. 
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Chapter 1 

Introduction: The Decline of Black':'Operated Farms 

The earth is giv~n as commonstock for man to 

labour and live on •••• 

The' small landholders are the most precious 

part of a state. 

Thomas J,efferson 

Only 57,271 farms are currently operated by blacks in the United 

1States J according to the U.S. Bureau of the Census. The 

historical roots that connect black farmers to the'land make the 

imminent loss of their land tragically ironic. Twenty-five years 

after the Civil War, 60 percent of all employed blacks in the United 

States were farmers or farm laborers. At their peak number in 1920, 

there were 926,000 black-operated farms, comprising one-seventh of 

1. U.S., Department of Commerce, Bureau of the Census, 1978 Census 
of Agriculture, vol. I, pt. 51, p. 209 (hereafter cited as 1978 
Census of Agriculture). The census classifies farm operators-iS , 
full owners, part owners (who operate leased land as well as their 
own,farms) and tenants. In 1974,66.9 percent of the black' 
operators were full owners, 20.6 percent were part owners, and 12.5 
percent were tenant farmers. 1974 Census of Agriculture, vol. II, 
pt. 51, p. 1-88 (hereafter cited as 1974 Census of Agriculture) 
provides more detailed, though less accurate, data on black farmers 
than the 1978 Census of Agriculture. 
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Murray Saltzman 

John Hope, III, Acting Staff Director 
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