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A pendix D
(continued)

Black Farm Operators in the United States

(1978)
»
] ] J .a—/ ] &
Farms with sales of Farms with sales of
of $1,000 or more - $2,500 or more 4

Farms Acres in Farms | Farms  Acres in Farms
North Dakota@.seeessvesosoccaansncss 19 16 696 8 (D)
Ohi0seeenvrecrosnosannencnnssannsans 433 31 086 190 25 143
Oklahoma..ccoeee ceesonsceesacesennn 851 134 1446 | 347 91 500
OrEgON.sseccnssconsovonssssnscssnns 21 2 526 10 1 554
Pennsylvania..ceeseevscsrorvensoces 70 6 926 45 5 634
South Carolina.....ceveseevsecassss | 6 451 324 665 2112 219 765
South Dakotleesecscoccosoasnssacnns 30 35 356 .28 §)]
TeNNeSSCe. s sessnesnvvocccanssnsaces | 2 405 177 765 1173 136 674
TeX8B.vscessnnsssscnccsssssnnsesanns| 3 420 640 411 1 876 392 753
B L - % VR 3 385 ' 2 (D)
VermONt.s.ssesnsossenossssesessasesns 3 (p) . 3 : (D)
Virginia..cveeeicencecnsvsacsvosess | 3 895 331 935 2 420 - 267 445
Washington.ceoeseeeesionncocnencans 42 4 9 296 30 v 8 905
West Virginda...oeececoervacernsnon 46 6 927 23 4 944
WigeonsIN.eueeneesoreenscnsanscnses 59 : 10 806 48 10 013
WYOmINg.eeseerocecosnccsnanosnanens 3. 231 3 231
All other BtAtES..ccveescsssscsnsae 1 (D) D S (D)

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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Appendix D

Black Farm Operators in che United States
(1978)

Farms with sales of Farms with sales of
$1,000 or more . $2,500 or more

Farms  Acres in Farms | Farms Acres in Farms

United SCAteS..eeseecanseanss 575271 4,743,619 |23,687 3,282,512

Alabama..coeovevsssenssscancascnnass] & 791 - 413 354 1284 218 348
ATIZONA. . e ceuiernererenecronccoasns 92 54 561 51 54 237-
ATKANEAB. s coaessvsrscsasiscnsensane]| 2 067 194 969 | 1 040 153 429
California.ccsssecsescccccnasansnce 388 31 368 196 , 28 504
ColoradO.eceeneasesennsssnsonasannns 56 14 035 27 13 262
Connecticut.coveesrannsvanoscsnnnss 10 323 4 (D)
Delaware...cceeeececasessccccnsanns 60 4 378 39 4 007
Florida.s.seocacsveocscsscsncncsess| 2 307 149 780 772 117 300
GeOorEia.esceciccencccaannsncancsnss| & 485 © 383 419 1674 276 644
JdahOeeceeasosasocsescnescscsnnnnas 16 9 615 12 9 501

J11inods.cceeccsnrecneccennnscncnns 169 23 070 126 21 333
Indiang..cecoevsccesccesecnccnsness 107 17 838 79 . 16 884
IOWB.vssrerereescnscsssorsccaserane 95 23 845 89 23 748
KANSAS.eseucssascosassscstesssocans 139 50 085 103 48 143
Kentucky.seseeeeccaoenocennosecaeses | 1 092 83 155 743 . 71 442
louigiana..cccceivecececenrencscnesss | 3 296 225 860 1 080 - 154 390
MAINE. . e rereernnneeeeenenennaans 6 3 340 4 7))
Maryland.ssvesceasvcsccccncosnsocse 953 48 675 610 36 950
MassachuSettSececesecessonsonasoces 19 836 15 534
Michigan...coceceesnsvecsacancnnans 247 20 377 119 15755

Hinnesota...............-...;...... 69 N 19 913 “ 19 539
mssissippic'u-’v-onoo'owvu-oﬁootwo 8 817 : 67? 193 220" 322 143
MiBSOUr i uencrecncocacnscencensones 279 44 998 188 38 796
MONLANA. cosessaconssavcncascsnsasse 8 7 661 7 ' (D) .
Nebraska.ecescececececcenseccncnane .74 50 708 63 - 47 671 P
Nevada..ceessescossstsccncncensnens 6 365 1. (D) n
New JerSeYesescssssccecesassesnsone 104 , 4 752 54 4 007
New Hexico.....-....’.......-...-... 12 21 779 3 579
New YorK.ucoucoeoesoravccscssnsnoee 75 10 171 . 44 7 355
North Caroling..ccsceacscceenssssecs | 7 680 423 272 4 663 357 348
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The 1969 Census of Agriculture counted 87,393 black farm
operators.a The coverage evaluation of the 1969 census was not
broken down by race. However, the coéerage evaluation of the 1978

census was broken down by race and indicated that black famm

|
}
1
!
i
}
!

operators were undercounted by 34;8 percent. This percentage
(though possibly conservative fof 1969, since the mailout lists have
been improved since then) was used as the best available estimate of
the 1969 under;ount of black farm operators. Thus, the estimated
number of black farm operators in 1969 was adjusted upwards to

133,973 (see text table 1.1).

.40 Ibido, P. 1-82.
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Appendix C

Methodology for Adjusting Undercount of the 1969 Census

Prior to 1969, the Census of Agriculture was condﬁcted by
enumerators going door-to~door. Fér the 1969 and 1974 censuses,
data were collected primafily by a self-enumerati@n,
mailout-mailback procedure.  Without the necessary followup, the
1969 and 1974 censuses resulted in serious undercougts.. The 1978 ‘V
Census of Agriculture was improved by adding additional mail liéts'
and by "conducting a complete enumeration of ali households in...
sample segments 1ﬁ rural areas... Fgrms enﬁmerated in this sample
were gatched to,the mail‘lié:. ~The'sample farms not located on the
mail‘list provided reliable estimaﬁes by State of the number and
characterisﬁics.of the farms not répresented in the mail portion of'
the Census."1 A

Tﬁé 1969 Cepsus of Agriculture éounted 2,626,403 white farm
operators.2 According to census officials,3 a coveraée |
evaluation conducted for the 1§69 census estimated the oﬁérall

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

operators has been adjusted upward to 3,089,885 (see text table 1l.l1).

1. U.S., Department of Commerce, Bureau of the Census, 1978 Census
of Agriculture, vol. I, pt. 51, App. C.

2. 1974 Census of A&;iculture, vol. 11, pt. 3 p. I-10.

3. John Blackledge, Branch Chief, Farm Economics, Agricultural
Division, U.S. Bureau of the Census, telephone interview, Sept. 15,
1981. o
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7. Adding 5,867 undercounted blacks to 6,706 counted blacks brings
the total nﬁmber éf blacks excluded by the 1974 definition to 12,572. ’
8. The 12,572 blacks excluded by the 1974 def;nition are 5.8
percent of the‘total (217,300) farm operators eiciuded.

-9, Assuﬁing that the ratio of white-operated farms to black-
operated f#rms excluded By the 1974/78 definition remained the same
 'between 1974 and 1978, we can estimate that 5.8 percent of the
468,973 total operatioms, 27,200 operationms, excluded in the 1978
census were black-operated. Adding this number to the total number
vof ﬁlack-operéted 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. The number of nonwhite operated farms excluded by the 1974/78
definition can be deterﬁined by dividing thé number of _ .
black-operated farms by .802 (see point 4 above), which equals
33,015, |
1l. The number of white-operated farms excluded by the 1974/78
“definition can be determiﬂed by subtracting the nonwhite farms from
" the total farms excluded by the definition, which equals 435,058
white-operated farms. Adding this number to the number'of
white-operated farms excluded 1in the 1978 census, 2,398,726, hrings
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 ‘others“: According to table &

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

"excluded by the 1974 definitionm. Blacks comprised 80.2 percent of
the nonwhites with agrichitural sales under $1,000 in 1974.3

Thus, an estimated 6,706 operatofé excluded by fhe 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 farmé 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 percent undercount, the
number of farms excluded by the‘19?4 definition (152,110) is
"adjusted upward by 65,190 (to 217,300). |

6. Adjustingv1974 undercount by race: According to censﬁs
pfficials; blacksyéompriSed 9 percent of those farm operators who
would not haveVbéen counted in 1978 if.the 1974 census methodology
had been used;v (See appendix C.) Applying this percentage to the
1974 undercount (as the best possible estimate for 1974), we can
estimate that ofvthe 65,190 uncounted operations, 5,867 were

black-operated.

' 30 Ibido, pv III-go
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Appendix B

Methodology For Estimating Number of Black and White Farm Operators

Excluded by Change in the 1978 Census Definition of a Farm

1. See Appendix A for census farm definitions, by year.

2. ‘Appendix B-1 of the 1978 Census of Agriculturel 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 dgfinition.‘ These data are not broken down by race.

3. Table 4 of the 1974 Census of Agriculture2 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 aﬁd whites excluded undef

"the 1978 definition. However, first the 1974 data need to be

adjusted because of the inclusion of “others" in the data, and for

the undeércount which occurred in 1974 (see appendix c).

1. U.s., Department of Commerce, Bureau of the Census, 1978 Census
of Agriculture, vol. 1. pt. 51.

2. 1974 Census of Agriculture, vol. II, pt. 3, I-7.
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Appendix A

Farm Definitions Used in Censuses of Agriculture

‘Acreage Limitations Other criteria

1900 - _ None ‘ - agricultural operations
requiring continuous
services of at least one

person
1910 3 or more acres - - any agricultural operations
1920 less than 3 acres - $250 worth of agricultural

products produced for home
use or sale; or constant
gservices of at least one

l;:

person
1925 3 or more acres - any agricultural'operations
1930 less than 3 acres - $250 worth of agricultural
1935 _ products produced for home A
1940 ’ use or sale . : 2
1945 3 or more acres - agricultural operations

consisting of 3 or more
acres of cropland or
pastureland; or $150 worth
of agricultural products
: produced for home use or sale
less than 3 acres -  $250 worth of agricultural
A products produced for home

use or sale

1950 3 or more acres - $150 worth of agricultural \
1954 : products produced for home J

use or sale 5
less than 3 acres - $150 worth of agricultural i
. products produced for sale

1959 10 or more acres . ~ $50 worth of agricultural e
. 1964 ‘ products produced for sale - -
1969 less than 10 acres = $250 worth of agricultural M
products produced for sale i
1974 None .- $1,000 or more worth of
1978 : agricultural products

produced for sale v il
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Recommendation

The Farmers Home Administrator should:
-~ require that'iargets for minority partiéipation in FmHA
programs, including the limited resource loan program,
be established (prior fo the program.year) and met at the
county level,;
-~ delegate addiiional aégquately trained staff to monitor
. minority targets and pafticipation, the quality of sefviceé
and outreach to minorities, and conduct compliance reviews;
~"Vdevelop specific intefpretations of ECOA requirements and
establish guidélines for enforcement in FmHA loan programs.--
7. Finding |
FmﬁA county committees composed of three members, at least two
of whom are farmers, determine fhe eligibility of FmHA farm loan
applicants and the limits of credit to be extendgd to borrowers.
Committee members are nominated by FmHA county supervisors and |
appointed by FmHA State directors. Bétween 1979 and 1980-the nunber.
of black committee members féil 39.8 percent nationwide, despite an
inérease.in overall committee membership during‘the same year. The
loas.of black committee members was especially severe at the State
level, wbefé, for ekample, Tennessee lost 93.3 percent of its black
committee members Georgia —=- 60.7 petcent Mississippi - 56 3

percent Alabama -- 48.6 percent, and Texas -- 45.5 percent.

Recoummendation

The Farmers Home Administrator should ensure :haf county

comnittees are representative of the population of the county which

they serve.
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rights enforcement of the Equal Credit Opportunity Act.
" Furthermore, in its own enforcement activities, OEO has failed, in
some cases, to respond in a timely and effective manner.

Recommendation

The Director of USDA's Office of Equal Opportunity should:

~ develop regulations, guidelines and traiﬂing pertaining to
enforcement of the Equal Credit Opportunity Act;

- réquire collection and evaluation of limited resource loan
beneficiary data broken down by racé,_ethnicity; and sex;

-- establish specific time~frames for initiation and completion
of complaint investigations‘and compliance reviews;

-— establish proéedures for follow-up regarding findings of non-

compliancé in complaint investigations and compliance

reviews.

6. Finding

The Farmers Home Adﬁinistration lacks systematic'and effective
procedureé for ensuring civil rights enforcement. In'pAr;i¢u1ar,
FoHA has failed to deielop guidelines and conduct reviews monitoring(
FmHA'§ compliance with the Equal Credit Opportunity'Act. Similarly,
PmHA has failed to set meaningful minority parficipatioa targets in
a tiﬁelyvmanpef and t6 obtain and evaluate data on minority

participation in the limited resource loan program.
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) d‘ . _I“_iﬂlding

The. Equal Credit Opportunity Act (ECOA) prohibits discrimination
gy 1ender§ {including the Farmers Home Adqinistration) on the basis
of r#ce; color, fgligion, national origin, sex, marital'status, age,
recéiptAof public assisténce benefits, and good faith exercise of

rights under the Consumer Credit Protection Act. The Federal Trade

-Commission (FTC) is authorized to enforce compliance with ECOA in

direct loan programs administered by the Farmers Homé
Administration. ﬁowever, the FIC does not monitor FmHA's
compliance, nor does it 1n§estigate all complaints. And, although
the FTC is empoﬁered to issue tegdlations and guidelines gerfning
ehforcemen:,’it has not done so. In the absence of any guidance and
oversight by the FTC, neither USDA nor the Féfﬁers Home

Administration has developed an adequate ECOA enforcement program.

Recommendation

. The Federal Trade Commission should evaluate FmHA'é compliance‘
witﬁ ECOA and issue regulations and guidelines.governing’
implementation of complia;ce reviews #ﬁd complaint investigations to
be conducted by fhe FTC, USDA, and FmHA. | |
5. Findtog

USDA's Office of Equal Opportunity has Department~wide
{espénsibility for developing a comprehensive program to ensure
equal opportunity in USDA programs. However, OE0O has failed to

monitor, set standards, or develop guidelines for agency civil

——
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3. Finding

The systematic consideration of minority needs and c?ncerns 1n'
policy formulation and program plamning is essenfial for a
.meaningful civil rights effort. F;r this reason, USDA's Secretary's
Memoraﬁdum No. i662, “USDA Policy on Civil Rights", and its
supplements, require that ali USDA agencies collect and evaluate
#écurate minority program participation data; set minority targets
in advance of the pfogram year;.knd 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 program participation targets

‘have not been set in advance of the program year and policies which
would significantly affect minorities have been proposed without
civil rights impact analysis.

Recommendation

The Secretary of Agriculture should implgment All USDA civil
rights policies and regulations. In particular, the Secretary
should reaffirm the policieé and objectives of the Secret#ry's
Memorandum No. 1662 and its supplements. The Secfetary should
establish procedures (e.g., requiring that the Assistant Secretary
of{Administration "sign~off"” on new policies and,procedurés) to
ensure that Office of Equal Opportunity review‘and approval is

obtained prior to their implementation.
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-- provide, fbr»purposés of eligibility, a more specific
definition of a "limited resource borrower.”

-- require documented outreach to minority and émall farmers
informing them of sﬁecial loan programs, particularly tﬁe
limited resource loan program;

2. Finding

Theré has been no significant Federal effort to halt the loss of
black«operatedA}arms. Within USDA, interagency efforgs to assist
small farmers have not been targeted towards minorities.
Fufthermore, those activities geared towérds small farmers have
lacked direction, specific goals, systematic program evéluation,
coordination and communication among agencies, #nd flexibiligy in

program guidélines and regulations necessary for their success.

Recommendation

The éecretary‘of Agriculture shoulé provide for the development
and 1m§1ementation of a coordinated Department-wide program designed
to assist minority farmers. All USDA agenciesAshoﬁld be advised of
the special significance and urgéncy of ingreas;a; and strengthening
éervices to minority farﬁers) Agencies should be required to
deveiop plans for this purpose, with ac£1§itiea and gdals which can
be measured and evaluated. Spec;al emphasis should be placed on
outreach to minorities. Agencies should Be instructed to identify
alternative program approaches and change; in;policies and
procedures which, if implemented; wquldAsupport the continued

existence and enhance the viability of black-Opérated farms.
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the majority of blacks feceiﬁing farm operating loans did so at
regular interest ratés rather than under the specialAlimited
resource loan provisions'integded for farmers who would have
difficulty repaying loans at regﬁlar interest rates. In some

States, black borrowers received proportionately fewer loans at

low-interest rates than white borrowers. Thus, the a#ailable data
‘appéar to substantiate the concerns raised by some Slabk farmers and
others who criticize FmHA for providing low interest loans to
'well-established, predominantly white farmers, further compdunding
the disadvantageous and noncompetitive position of black and small

farmers.

Recommendations

Congress should conduct oversight hearihgs on the extent to

which USDA policies and programs address the problems related to the

lqés of black-Operaiedufarmland; In particular, Congress should
examine the'adﬁinistration of limited resource loans to deterﬁiné if
these loans are being'ﬁade for the purposes which, and to those

' whom, Congress intended.

The Farmers Home Administrator’should revise FoHA régulations to
ensure that farm loans are provided to those for whom‘éongress
intended. Eprlexample, FmHA fggulatioﬁs‘should:

-- require stricter "credit elsewhere” tests to deﬁermine

if credit is available to épplicants‘from other sources;
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decade. With an historical mission to preserve and enhance the
livelihood of those family farmets in need who cannot obtain credit

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

' Departmenf of Agriculture is in a unique position to provide

assiétance that could prevent the loss of black‘farms. However; .
only 2.5 percent of the total amount loaned through FoHA's farm f
credit progr#ms in FY 1981 was awarded to black farmers. Moreover,
in each farm loan_program,kthe proportion of loans made to blaéks
declined between 1980 and 1981. |

In order to énsure that loans are provided io disadvaﬁtaged
farmers; Congréss, in 1978, created limited resource loans.
Twenty-five percent of all farm ownership and farm operating loans
were to be targeted b& FoHA as limited resource loans to low-income
férmets ﬁnder special terms and at redncedﬁinterest rates. Congress
specifically identified minority farmers aé among those who‘need
special assistance and as intended benefici#ries of.these loans.
However,‘allegétions have been made that FmHA loans are sometimes
inappropriately made to farmers who vbuld ge able to dbtain credit
elsewhere 1f required to do so, and that limited resource loans are
somegimes awarded to those not truly in need.

The Farmers Home Administratiou and USDA's 0ffice of Eﬁual
Oppﬁttuhity have failed to obtain and evaluate dgta'on minority
participation in the limited resource loan program. Incomplete

limited resource loan data obtained by Commission staff reveal that
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thdﬁéh meager in the overall context of American agriculturé;
nonetﬁelesé may cﬁntribute significantly to'the lives of black
farmers; fhe Commission recognizes that FmHA interprets its
responsibilities narrowly, as though it were strictly a banking
institution withoutia social function. ,Hoﬁever, as an agency whose
mandate is to provide supervision and loans for essential needs to
farmers who cannot obtain credit eléewhere, the Farmers Home
Administration has not only the jurisdiction,Abut the
responsibility, to ﬁake ever§ effort to ensure the survival of black
farming in America. | |
Hitherto, thetg hag been no sigﬁificant federgl response to halt
the alarming rate at which blacks are losing their farms. The need
for intervention ié immediate. To address, at least partially, the
effects of discriﬁination that inhibi; the success of minority
- farmers, special affirmati#e efforts ﬁuét be ﬁade to enhance thé
§iabili£y of minority operated farms. Following are Commission
recommendations for action which respond to fiﬁdings-m#de 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 vhite-operated
farms. I1f the rate of black land loss continues unabated, there

will be fewer than 10,000 black farmers at the end of the next
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USDA's Office of Equal Opportunity and FmHA's equal opportunity .
staff are t§o‘few to have an impact nétionwide, and there is little .
evidence of followup to confirm that needed action has been taken to
correct violations where they have‘beeh found; complaint resdlutions
appeér to be ineffective and untimely.

While compliance reviews are of critical importance,rthey cannot
be relied on as the sole enforcement meéhanism or motivating force
behind civil rights compliance. It is essential that civil rights
concerné and goals be incorporated into regular program and
management objectives. Setting minority loan targets is one
necessary programmatic step toward ensuring that genuine efforts are
made to inform minorities of FuHA programs and that minorities are
provided every possible opportunity to obtain necessary financing
for which‘theyvare qualified. waever, FmHA's faiiyre to dévelop an
effective civil rights effort is reflected in the fact that county

offices 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 targefs 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 .

rights goals and enforcement cannot overcome all of the

L e

disadvantages that weigh against black farmers, these efforts,
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farmers who are predominantly white. It has the potential,
rionetheless, to provide the means by which many black farﬁérs could
continue to work their land.

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

~Even the limited resource loan program has not been administered to

the Sggéfit of black farmgrs. The majority of blaék FmHA farm loan
borrowers are not provided these low-interest, limited resource
loans, but instead receive their ioans.at regular interest rates.
In some States, black borroﬁers received proportionally fewer
limited resource loans than white borrowers.

There aré indications that meA 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,‘
aiong with complaints and compliance review fipdings and analysis

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

" instances, contributes to the problem rather than to its

amelioration.

Civil rights enforcement within USDA does not address

effectively this problem. Enforcement is dispersed at various

levels of USDA administration, without clear linés of authority and

accountability. Internal 1nvestigatioﬁs seldom find noncompliance;

sanctions are rarely applied. Compliance reviews conducted by local

FoHA 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
gome blacks from seeking credit and expanding their fa?m pperations
to make them more viable, and even from writing wills.

The Farmers Home Admihistratiqn, with a historical mission to
preserve and enhance the livelihood 6f the fanmily fgrmer and a
budget for farm loans that exceeded $6 billion in Fiscal Year 1981,
is in a'unique.position to assist ﬁlack farmers. FmHA, however, has

not given adequate emphasis or priprity to dealing with the crisis

facing black farmers today. In 1981 blacks received omly 2.5

percent of the total doilar amount loaned through FmHA's fafm credit
;?' programs. While statistics on the rate and amount of loans awarded
ikgfi 42 f ’ to blacks do not alone demonstrate discrimination, clearly, the
?2}%?’? | level of assistance provided is insufficient to correct the effects
A : »
;gf?fi '5 : ’ of past inequities or to reflect the urgency of the problem at hand.

of particuiar concern is the 11m1ted‘resource loan program.
Congress éxpressly‘intended this program to benefit minorities,
women, low-income and beginning farmers - those who have héd

difficulty obtaining credit in the past. With lowered interest

rates, this is the only farm loan program designed Specificaily to
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offset, to a small degree, the historical and present circumstances

"that militate so strongly against the survival of black farms. At
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its best, the limited resource loan program would not begin to tip
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the scales against the majoritonf_loan, commodity, research, and

- V«‘ ‘ tax programs that overwhelmingly favor middle and upper income
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prey to the boll weevil and wﬁen the market was glutted, blacks were
_least cushioned by institutionﬁl support. Fear and illiteracy
rendered blacks»easily ekploiteé. What should have been a secure
position in agriculture turned out to be a struggle merely for
survival. And as black farmers struggied for survival, they
received inadequateAsnpport.from government programs which failed to
break with a history and environment of racism. ‘Biacks were denied

o v

an equitable share in public education, general government relief,

and special farm programs?éand left disproportionately vulnerable to
; : seemingly neutral grosé economic and ggricuitural‘trends and
policies.

| " Those blgcks who, against odds, have survived as farmers

continue to suffer consequences related to the relatively small size

of their marginal landholdings. Priorities fo: agricultural
research (estéblished ané;sup?orted in large part by State and
Federal funds), economies of scale related to mechanization,
increased pre&uction resulting from technology, government farm

| : ‘p;:lce and incomeksupports, tax benefit’s, and mstitutiahal lending

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

: - accruing to large farm operators, who are predominantly white, place-

black small farm operators in increasingly disadvantageous and
; noncompetitive positions. ‘The disparities resulting from these

structural biases are compounded by diserimination, both real and

i perceived. This discrimination perpetuates black's historical
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Chapter 6

Conc],uéion, Findings, and Recommendations

While all family farmers suffer the threat of displacement from
their land, the rate of decline of black-operated farms over the
last decade was alarming--57 percent—-é'rate of loss 2 1/2 times

that for white-operated farms. 0n1y_57,271 black-operated farms

éxii remained in 1978 compa:ed.to approximately 926,000 black-operated
{fi  farms in 1920. Thus, almost 94 percent of the farms‘operated by
 ‘ :‘ blacks have been lost since 1920, and at the current rate oflloss
:g?g' ‘there will be fewer than 10,000 black farmers in the United Stﬁtes\
L:;.i at the}end of the next decade.

i';f This tragic decline of blaﬁkiférms 1s rooted in our Nation's
&ﬂi- racial history, especiall& in‘the South, As related in eariier‘
;E; ) chapters, fregdom from slavery brought little economic4independence
iéi' to blacks. Rather than land, most blacks inherited poverty,

%%?1’ o illiteracy, and little opportunity for advancement.‘ Sh;recropping?
E%? ; _ ~ which should have been a stepping stone to land ownership, instead
i;;;hi | ensnafed blacks in a schepe designed to maintain the status quo.
}?;il . . Whites vioiently re?isted any social, economic, or educational
égg;gt , improvement on the part of blacks that might have led to disruption
;%;; j' - of the social order. Racism in extension of‘credit and the selling
;;:‘?g of land resulted in smaller and less productive landholdings for
T;;.{; those b;acké who wefe able to buy their own farms. The system of
s ?5 credit inextricabl& tied blacks to cotton, and both when cotton fell
i ,
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Summary

FuHA's civil rights enfofcemgnt is spread thinly‘among various
offices at several levels. The pfoblems’inhergnt in this
organizat;onal~strﬁctnre of multileveled, diffuse enforcement are:
1) essentially nonexistent.accountability{ 2) 1ack of clear lines of
authority between and across the various levels of enforcement;. and
3) failure to admiﬁist;r necessafy sanct;oné. Conpliance reviews
éonducted by county and district FmHA staff appear to be
;uperfiCial, at best; compliange ;eviews conducted by National
FoHA Equal Opportunity staff are too few and faf between; compliance
reviews conducted by USDA's 0Office of Equal Opportuﬁity lack
suffitieﬂt foli§wup to ensure that corrective~action is ﬁaken; and
complaint investigations faill to reach expeditious and effective
resolutions and often involve conflicts of interest within FmHA

Civil rights goals have not been incorpqrated into regular
management and program objectives, as intended undef the Secretary's
Memorandum ﬁo;&i662. Hinoiity 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 héve
been obtained or evalua’ted. Similarly, USDA and the Office of Equal
‘Opportunity have ignored the civil rights impact of significant
proposed policies, despite the b:ocesé of ﬁolicf review created by‘
the Secretary. |

USDA and FmHA have faileé to integrate civil rights goals into
program objectives and to adequately use enforcement mechanisms‘to
ensure that minorities are prdvided equal opportunities in farm

credit programs.




174

did not respond to the complainants until June 1981.126

A year after filing the original complaint, the remaining ‘black
farmers filed ano:ﬂer complaint, alleging that the local FmHA office
was retaliating against them for filing their original, still
unresolved, complaint.127 Several montﬁs later, FmHA notified one
cbmplainant that it was proceeding with foreciosure on the family's
farm.128 After the notice of fofeclosure, and 1 1/2 years after
'the originalkcomplaint_was filed, C&A finally responded to thé
complainant with its finding of “no evidence of racial
discrimination."l29 No ﬁentipn was made of the earlier findings

made by the Compliance Branch.

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

1;¢ %" éomplaint determination, apparently had little knowledge of the
f“ﬂ . "~ earlier findings made;by tﬁe Compliance Branch. He wrote,
i;v “+..although we do not have a copy of their (Compliance Branch)

report, it is our understanding that this review found no evidence

;F” F A * of discrimination in the operations of the program.“lBo
y »

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

.,;;‘ f ] e .
S 127. John Garland, Letter to James Frazier, Feb. 9, 1981.
¢ ’ R
ot "~ 128. Daughtry letter.
ceed B S 129. Frazier lettér to Norman and Matthews.
e ) ' ~ 130. James Johnson, State Director, North Carolina, Farmers Home
S Administration, USDA, letter to William Tippins, Chief, Equal
‘ » Npportunity Staff, Farmers Home Administration, USDA, Sept. 3, 1980.

e
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The lack of a swift and effective-compla;nt process can cause
great harm to individuels_with grievances ;n'need of prompt
resolution. Fe: minerity small farmers, an unreasonable.delay in
processing an FmHA complaint can cost them the loss‘of the season's
crop, and ultimately cheir farms.

Black farmers in North Carolina filed a diecrimination
complaint against FmHA in February 1980.123 The Compliance Branch
of OEN conducted a special ;nvestigation into the practices’of this
local FmHA office 2 monthe after the complaint was filed and found
evidence of a variety of discfimin&tofy 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 somevblacks agree to voluntary liquiﬁation
of their property (should they default on their loans) as a loac
condition, and disparities in the number and amount of economic

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

did not provide-the'complainants with these findings.125 “The

Complaints and Appeals Branch cohducted its own investigation, but

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

124. Equal Opportunity Report: USDA Programs 1980, p. 30, and
USCCR staff review of USDA/OEO compliance review file,
“FoHA-7600-Gates and Hertford Counties, North Carolina-Special
Projects.” :

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, 0Office of
Equal Opportunity, USDA, to Joan Wallace, Assistant Secretary for
Administration, USDA, June 23, 1980.
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complaint files dia not provide
justification for ihe findings. made.
'Rather, it seemed that an investigation
proceeded until‘the point was reached where
the action taken by the recipient [Title VI
entityj was ab1e4to be substantiated‘lzo'

‘A Commission staff reviéw.of 10 randomly selected complaints filed
against FmHA also revealed the inefficacy of the complaint

procesé.lgl For example, ‘one complaint, filed in November 1979,

claimed racial discrimination in FmHA rental housing in

.Mississippi. A C&A investigation reported the housing units to

¢~3: ' ', . be occupied by whites only despite numerous affidavits from blacks
w: § . . .

L testifying that they had placed their names on waiting lists prior
o to whites who had been subsequently admitted to the rental units.

C&A summarized these facts, without specificaliy stating any

conclusion or finding of discrimination, and sent it back to the

local FmHA office for "corrective action” in July 1980. No

S
L NGO

- specific action or remedy was suggested by C&A. As of December

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

actlon taken by either C&A or FmHA regarding the complaint..122

.
el
- 'y B AW LT A

120. Ibid., p. 50.

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

? 122. ‘Under regulations governing Title VI complaints, "[a]gency
T § . heads will advise OEO within 30 days of their recommendations and

i : -proposed actions. In cases where corrective action cannot be

; completed within 30 days, the agency will submit a timetable of
planned actions and a progress report every 30 days to OE0N. The
adequacy of corrective action in cases where discriminati n is
es:ablished will be determined by the Director, 0OE0.” & AR §51
(1976). - .
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complainants.ll? For example, FmHA may simﬁly refer to the

reguiation which provided a iegal basis for denying a loan to the
complainant, without responding to charges that the cbmplainant was
discouraged by FmHA from filing'a loan application, that FmHA did

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

" application or “"Farm and Home Plan"'which would compl& with FmHA

fequirements, or that FmHA did not inform‘the applicant of éll
possible types of loan assistance.ll8
The ﬁepartmént of Justice reported that USDA's complaint

regulatioﬂs,‘scattered in various agency guidelines, are completely
inadequate; they "do not set forth the specific steps in the
comﬁlaipt'process, including notification of the complainant;
iﬁterview procedures; éssential ;ecords for re§iew; timeframes for
gach step; and a system of monitoring the complaint.“119  The
Justice Department's review of seven C&A Title VI complaint files
found |

++ 2000 compafative data té show how other

applicénts or beneficiarieé, similarly sitdated

to the complainant, ﬁefe treated; nor was there

any indication that the rééiewers had;examined

project records. The material contained in the

117. C&A complaint files Sept. 25, 198l.

118. Required under FmHA regulations 7 C.F.R. §1910.3(a),(c) and
§1910.7. o

119. Evaluation of Title VI Enforcement, p. 51.
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since 1969.112 Only three cases resulted in corrective action

during 1979.113
Even when C&A or its contractors conduct its own investigation,

ﬁhe.outcome>of the complaint depends heavily on the responsiveness
of the agenc& subject to the complaint. C&A complaiﬁt investigation
reports do not present findings or recommend correcfive
action.llé They simply provide a writteh'record of affidavits and
interviews, without analyzing or offering an interpretation of the
events.115 This written record is transmitted, along wifh a very
brief summary of the investigation, to the agency under

e invesfigation. fhé agency is then ésked to fespond to thié

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

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

cases without necessafily 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.

+
1
.
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114. OEO does have the authority to make findings of
discrimination. 9 AR §51(1976).

SRR & 115. USCCR staff review of C&A complaint files in ﬁashington, D.C.,
S ~ . Sept. 25, 1981, (hereafter cited as C&A complaint files).

v

116. 9 AR §51 (1976).
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‘closing all farm loan compiéinté (those with and without
| investigations) 1s,§llf2 half mbnths.106 As of January 1981, 104
of 134 active'direct assistance and Titie VI complaints filed
’against FmHA were pendiﬁg‘more than 90 days.lq7 As of December
1980, 16 cases remained open from 1979, 2 from 1978, aﬁd 1 from
1977108 | |

There are no reg&lations requiring péocessing‘direct assistance
comﬁlaints within any specific timeframes.l09 Regulations
governing Title VI complaints require that agencies asked to conduct
ﬁreliminary investigations report their findings to OEO within 30
’days.llo The,fegulatiops, however, do not provide timefiqmes for
completing Tifle ?I'ihvéstigatious conducted by 030.111
The complaint procegs appears to be<inef£e§tive as well as

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

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

106. C&A complaint 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

0EO, USDA filee).A

K 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. 1Id.
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complaints are either sent back to the field offices through the

'relevant agency, for "p:eliminary inquiry“—requesting specific

information--or are contracted outside of USDA for
investigation.loo Ac;ording to the C&A‘Chief, the uéit selects
for it§ own 1nvestigation.those.ccmpiaints'which appear on their .
face to have the most valid claims, while sending back to the field
affiée ;hose complaints which #ppgar to have less merit. He
acknﬁwledges that sending complainﬁs back for 1nqu1rj to the field
offices, which are themselves the subjects of the complaintq,
presents an inevitable conflict of interést;°16- which may explain
vhy “most complaints referreﬁ [back] to the agencies for preliminary
inquiry are closed on the basis of the inquiry re;ott findings.“loz
Despite the fact that more than half of all farm loan
complain£8103 are §ent back»to FoHA for "preliminary inquiry” and

o
about 90 percent of these complaints are closed without OEO

investigation,m4 the average1°5 time span between receiving and

100. Ibid. According to Froe, 81 complaints were contracted out
for investigation in FY 1980 to persons retired from OEO or USDA's
Office of Inspector General. ’
101. 1Ibid.

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

103. C&A complaint log Sept. 25, 198l.
104. Dana Froe, interview in Washington, D. C., Sept. 25, 1981.

105. The "average” was both the arithmetic mean and the median time
span for complaints. .

Caute JEls o B¢ aaiXh e hananan a4 w gy vj — o " w“—‘—.. v

‘ C e ane ma - . »‘*
's-‘ sv-.. Et».‘?.:ﬁ’u;‘>~{£vgy{” ‘\,‘,‘ 7. -'-“‘ A g! -..&\4:)\ ?"}t ”' d w’s' S on ‘ﬁ"'ﬁ ‘p



e

167

ownership loan programs.96 A rév;ew of the complaint log in
' December 1980 revealed that 113 of 198 FmHA complaints filed in the
calendar year alleged racial discrimination.97
‘Tﬁe C;mplaints and Appeals staff (C&A), within OE0O, has been
delegated résponsibility*fdr handlingAall complaint; (except
employment) alleging d;scrimination in USDA programs.gg ‘As a
"matter of policf, complaints received ét the local office level, or .
by‘the FmHA national office, are :efer:ed to‘C&A"staff in the Office
of Equal Opportunity to ensure a professional and impartial
invesfigation.‘ In practice, however, with a staff of five
professionals and one supervisor, C&A actually investigates fewér

than one-third of all complaints it receives.99 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 Directof,lnffice
of Equal Opportunity, to set “procedures for handling complaints
alleging discrimination in USDA programs and activities, except

‘Federal employment, and [to approve] corrective action.” 9 AR §3
(R)(1976).

99, Dana Froe, Chief, Complaints and Appeals Division, interview in
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 recommended that C&A
receive additional funds to hire private contractor investigators.
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93
made in the ongoing practices of this county office.

FmHA's

Deputy Administrator for Farm and Family Programs has indicated that

he never saw 0OE0's compliance review report, nor had knowledge of’

some of its fiﬁdings. 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 FuHA office continue to contribute to the

‘522 * 1oss of black-owned land in North Carolina.
”’4;{!? ) ) ‘
;i%k . 2. Complaints and Appeals Division .
j:.d & ’ -
ngi As the subject of 202 complaints out of a total of 393 filed
e | '

) against USDA in Fiscal Year 1980,95 the Farmers Home

R :

gl'§ o Administration leads all USDA agenciles in civil rights complaints.
:3,, Eighty~five of these complaints involved farm operating or farm

o - B

TN | 93. WSCCR staff review of USDA/OEO compliance review file,

e “FmHA-7600-Gates and Hertford Counties, North Carolina - Special

T Projects,” Washington, D. C., Aug. 21, 1981. At least one of the
A p black farmers involved in bringing about this special review has

S 0% received a notification of foreclosure possibly indicating that

R problems in this office have not been resolved. Robert L. Daughtry,
ok} FonHA county supervisor, letter to Mattie J. Norman, Apr. 17, 1981,
Qﬁi'tg (hereafter cited as Daughtry Letter).

w

fi 3 94. Meeting between Farmers Home Administration and Commission
X staff, Jan. 6, 1982. The Deputy Administrator said he personally
R S looked into the discrimination complaints filed against this county
ek B FmHA office and was satisfied that the complainants were not treated

in a discriminatory manner.

95.v Equal Opportunity Report:. USDA--1980, p. 5.
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-The 0Office of Equal Opportunity sends its cohpliance

i investigation findings and recommendations to~the FmHA Equal
Opportunity Staff Director for follow up by FmHA line management.
However, there is no direct line of authority hetween OEO and FmHA.
Baeed on a review of the compliance files, there is little recorded

: followup byvthe Compliance Branch, and it is difficult to determine
what actlons'have actually been taken by FoHA to correct problems
once they have been identified.90

For example, a Compliance Branch review of a North Cerolina FuHA

»

county office revealed numerous "deficiencies, including inordinate

delays between epplication and loan approvals, and other

irregularities, in the processing of loans for blacks.91 0ED

attempted to correct the ptoblems "Almost 1mmediate1y‘after‘the
review, a discussion ensued between FmHA officials aed OEO
specialists to rectlfy the...4deficiencies. This resulted in
farmers obtéinlng loans to continue the operation of their farms a;d
retain land ownership"‘g2 However, no followup has been conducted

by the Compliance Branch to determine if necessary chanées have. been

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

91. qual Opportunity Report: USDA Program 198b, pp. 30-31.

92. 1bid., p. 31.
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Investigation reports also frequently noted. the following:86

-~ The rate of minority participation in FmHA
farm loan programs was not proportional go their
.population in the community served,s7

—— County offices did not set or attempt to meet
targets fbr minority loans.
.-—.County FmHA offices were not employing
minoritiés in proportion to the population in the

community served.88

-~ Letters of loan rejections did not always
contain the notification of ECOA's prohibition

against discrimination, and the identification

and_addresé of the Federal Trade Commission as

the agency with ECOA enforcement

responsibility.89

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

=

;;Q';E of FmHA, in Washington, D.C., Apr. 23, 1981.
'5é55 87. This is not considered by OEO to be a finding of

discrimination. OEO has not determined what the eligible population
base is for farm loans and leavées this determination to FmHA.

83. This has not been established as a criteria for civil rights
compliance. '

)
e
%
b2
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89. Required by Regulation B, at 12 C.F.R. §202.9(a)(2)(1981).
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Findings Instances
' (1) Lack of regular, systematic

outreach program efforts. ' 12

(2) "And Justice fof All” posters

not displayed in county and district

offices. 7
(3) Equal Employment Opportﬁniﬁy

'(EEO) posters not displayed

in Title VI recipients' district

facilities. . | | 6
(4) Civii‘Rights training not provided

.to county and district pérsonnel. ‘ 9
(5) Equal Credit Opportunity Act (ECOA)

training not provided tovcounty and

~district persomnel. 5

(6) Compliance reviews not conducted

of Title VI prograﬁs} ' 3
(7) Lack of nondiscrimination statement

in news items of pﬁblic interest.a5 T 24

85. 1bid., p. 29. The OEO report does not define “"deficiencies.”
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b. Comgliancé Bfanch
The Compliance Brénch‘has a staff'of nine compliance reviewers,
ﬁhree~supervisors; and the Branch Chief. Each year the branch
conﬁucts approkimatély 80 compliance reviews of various USDA'agency~
field offices; in Fiséal Year 1980, 24 reviews of FmHA district and
cdunty 6ffices~were~conducted'in eight States.82 Compliance-
review sites were selected based on informatioﬁ gathered by OEO's
Complaints and Appeals Division, program participation data
evaluated by PP&E, and census data.83 Reviews included
examination of appliﬁations and loan files‘for Title QI programs and
direct assistance; feviews of documented outreach efforts;
"interviews with distfictAand county FmHA pefsohnel; grassroots
Aorganization officials, minority program borrowers and |
:C i beneficiari€s; and onsite inspection of rural rental housing units
2 ? ,aﬁd FmHA financ;ial»suI;divisions.;‘s4 According to an OEO report,

the compliance investigations of FmHA found the following

"deficiencies”:

N K 82. Equal Opportunity Report: USDA--1980, p. 28. . FmHA has more
g than 2,000 district and county offices nationwide. USDA, Farmers
. "’ﬁ : : Home Administration,” "A Brief History of the Farmers Home

o Administration,” January 1981, p. l.

N 83. James Hood, Chief, Compliance Branch, Office of Equal
| ’ Opportunity, USDA, interview in Washington, D.C., Mar. 6, 1981.

84. Equal Opportunity Report: USDA--1980, p. 28. ‘ - '
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pro§0531 had-ﬁeen édopted by 6ongress, the résulting lggislgtion
would have eliminated the only FmﬁA farm ioans Specifically intended
to Benefif minorit§ farmers. No civil rights 1ﬁpact analysis was
conducted of this majbr policy-proposai €é~requiredey Supplement 8
of Secretai&'sduemorandum No. 1162, despite the fact that such a
policy would clearly serve to speed the loss ofAminﬁrity 6§erated
farms in this éountry.81 |

Tﬁus, while the Program Planning and Evaluation Branch has major

. responsibility for designing systems to evaluate and target minority

participation in USDA programs and for analfzing-civil rights impact
of USDA proposed policies, implementation of these responsibilities

‘has fallen short of its potential.

81. Congress kept the program but. lowered the Fiscal Year 1982
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
limited resource farm operating loans to 3 percentage points below
the cost of money. Omnibus Budget Reconciliation Act of 1981, Pub.
L. No. 97-35, Sec. 160(a)(3)(B), (b)(3), 95 Stat 377, regrinted in
U.S. Code Cong. & 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. :
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'} ' While very general guidelines were issued,?s the requirement
for civil rights impact analyses has not been fully implemented.
Despite the instructions of the Secretary's Memorandum, OE0O has no

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

, and new policies may be and are implemented without 0OEQ's gpproval.
0E0 relies on fhe initiative of‘each‘agency to identify proposed
policies and changes in program activities. This reliance oﬁ.agencf :
‘initigtive does not guarantee that 0OE0 staff iﬁtefcepts even the
most important or relevant policieé as they are being proposed. In
1980, only 47 policies were reviewed compared to more than twice
that number (120) reviewed in 1979.7° Without a comprehensive

list of proposed policies, programs, legislatiye ACtions,'and

regulations there is no way to determine what propottiou of USDA

proposals OE0O reviews.

4 ‘ B USDA has, in fact, proposed major policy changes with serious

1 ' edvil rights implications absent éﬁy review by OE0. The President's
h 1982 budget proposal to abolish FmHA’$ low interest, limited

resource loans 1s a critical example;so If the President's

s
AP

A 78. U.S., Department of Agriculture, Office of Equal ﬂpbortunity,
e “"Guidelines and Instructions for Preparing a Civil Rights Impact
‘ Statement,” (undated).

79. William Payne, Chief, Program Planning and Evaluation Branch,
Nffice of Equal Opportunity, USDA, interview in washington, D.C.,
Nov. 12, 1980.

80. Dwight Calhoun, Acting Administrator, Farmers Home
Administration, USDA, testimony, Hearing before the U.S. House
Committee on Appropriations, Subcommittee on Agriculture, Rural

i : , Development and Related Agencies, 97th Cong., lst Sess., Mar. 19,
' _ 1981 (p. 8 of prepared statement).
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targets for, USDA program services.74_ And yet, minority
participation in limited resource loan_programs:has not 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 failuré of FmHA's ENS
to receive State targets for 1981 in a timely fashion.
Furthermore, targeting is nonexistent75 in brograms suéh as the
economic emérgency and disaster emergency'loan programs, which
accounted for more than 75 percent of the fotal dollars loaned by
FoHA in 1981.°°

Additionally, under Supplement 8 6f Memorandum No. 1662, the
Assistant Secreﬁary for Administration was to issue guidelines for
agency ?reparation of civil righﬁs impact statements aﬂ& to provide
assistance when needed. Impact Statéments prépared by the agencies
were then to be submitted to the Assistant Secretéry for
Administration for review and returned within 5 working days "witﬁ
approval or for reconsideration where unf#vorable civil rights

impact exists without sufficient off-setting action."77

74. OEO is assigned responsibility to provide instruction, counsel,
and evaluation reports regarding minority participation and
targeting in Secretary's Memorandum No. 1662, Supp. 5 and at 9 AR
§8§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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This supplément to Secretary’s Memorandum
No. 1662 provides a mechanism whereby
inédvertent discrimiﬁation in proposed ma jor
policy actions can be detected and
ameliorated with off-setting measures or
alﬁernative actions before implementation.
To assure that adequéte,consideration is
given to the civil rights implications of
all proposed major policy actions, Agency

Heads will be :esponéible for preparing a

civil rights impact statement for all such

éiﬁ : ' actions.7z

v;f% . ’ ‘The Assistant Secretary for Administration and the 0ffice of
;,g ‘ | * Equal Gpportunity were given major‘responsibilify for ensuring
;5;f" impiementation of Secretary‘§ Mémorandum No. 1662 and its

ﬁfaz | - supplgﬁents.73' Howevér,Ain the absence of a direct line of

Rl

authority between the Assistant Secretary for Administration and

.other agency administrators (see organizatiomal chart, Figure 5.1),

S .

;yAii the required procedures appear to have broken down, and the
a1 - '
Qﬁ~l§ objectives of the Secretary's Memorandum No. 1662 and its
'*ﬁ{i supplements have yet to be accomplished in FoHA programs.
FE Y '

For example, the Office of Equal Opportunity is responsible for

establishing standards for évaluating minority ﬁarticipation in, and

72- Ibido, po‘lo

73. See footnotes 74 and 77.

25 24l DA et ettt o it G O AR O S P



http:actions.72

157

_«++USDA Agencies witﬁ Title‘VI or direct
assistance programs yill incorporate targets for
the deli?ery of program benefits to minority
groups inﬁo their advance program planning
procedures. The systemetic‘inclusion of minority
considerations inffcrmal'program planning efforts
- will serve two major pufposes: (1) promete
parity of participation by minorityvgroups in the
benefits of USDA érograms,.and (2) provide
approeed targets against which performance can be
measured.?o
~ The Secretary, in a fugther effort to increese agency awareness of,
and responsiveness to,‘relevant civil rights concerns, issued, in
. June 1976, another supplement to Memeranduﬁ No. 1662,
entitled "Civil Rights Considerations of Policy Action.”’l ‘This.
memorandum required agency leads 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
§21(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). A .
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'
over the past decade, as successive Secretﬁries attempted to develo§
a meaningful civil rights program.v | |
In September 1969 the Secretary of Agriculture issued
Secretary's Memorandum No. 1662, “"USDA Policy on Civil.Rights."68

The memorandum called for civil rights training among agency heads

and supervisory staff at-ali'levels; developing base data for

%’ measuring and evaluating the quality of progrém services delivered

PP, PN
PRIRE s o
il

to miriority groups; eliminatihg aegregation‘and discrimination in

programs and employment; and "[c]orrect{ing] programs that have been

Tel .
Y <Y
ey

ey

conducted in ﬁays that permit economic Barriers or social

”
N .

.

Yy

inhiﬁitions to limit participation of certain racial, color, or

‘nationality groups, eveh'though such programs are announced as
69

s .
s e o
o T i .

available to all persons.”

A series of sppﬁlemental memoranda followed over the next 7

years;~ To increase USDA services to minorities, Supplement 5 to

[ P

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

-

W et .
¢ g A Wt oo st g B i, B W

‘incorporate targets for minority services,inﬁo program planning:
_ Progréss in the delivery of USDA program benefits
to minority‘groups has been uneven among agencies

and progfams, with some Agencies still far short

of achieving parity in access to and participation

.

in programs....

68. U.S., Department of Agriculture, NOffice of the Secretary,
Secretary's Memorandum No. 1662, "USDA Policy on Civil Rights,”
Sept. 23, 1969. ‘

i .
i. 69. Ibid- » pp- 1-3.
‘ .
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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 implemenfing civil rights lawé in
USbA programs. The Division also evaluates data systems "designedv
to target and measure” minority aﬁd female participation 1n the
Department's progrﬁms.66 Thé D;vision.is divided into two
br#hches: Program Planning and Evaluation, and Coméliance.

While many of the Civil Rights Divisions' respoﬁsibilities

overlap with responsibilities of agency (such as FmHA) Equal

Opportunity staff, the units basically operate independently of each

- other with vefy little éooperation or coordination. There is no
direct line of authority between them.

8. Program Planning and Evaluation Branch

The Program Planning and Evaluation 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

civil rights impact s;atementsf67 These responsibilities evolved !

66. Equal Opportunity Report: USbA-¥1980, pe. 24.

67. For a more detailed discussion of civil rights impact ‘ 1§if
statements, see text accompanying footnotes 70-71 in this chapter.

e e . e
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Similarly, in reviewing minority participation in FmHA loan
programs, E0S never has analyzed data pertaining to the limited
resource loan program. Despite the particular relevance of this

program to minorities, these data, stored on computer, never have

been obtained by EOS.63

USDA}s Nffice of Equal Opportunity

| The 0Office of Equal Opportunity (0OE0), within the 0ffice of the.
Assistant Secretary fof Administration, has authority to de?elop "a
comprehensive pfogram to assure equal opportunity for all persons in

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

origin, sex or religion...“64 0E0's program enforcement duties
f-gl i are divided between the Civil Rights Division, and the Complaints
.. l . ] . : :
?3\4'?- and Appeals staff,65 A third arm of OEN, the Equal Employment

Opportunity Divisibn, deals with internal USDA employment and is not

(I " discussed here.

63. Ibid. Mr. Smith stated his belief that such data did not
' exist. However, USCCR staff have obtained some of these data, which
are analyzed in chapter 4.

Cae

64. 9 AR §2.

65. A reorganization of USDA's Office of Equal Opportunity was

o proposed in August 1981 but was not yet approved as of Jan. 25,

" ‘.z 1982.  The reorganization places the Complaints and Appeals staff

SRR . . within the Civil Rights Division, but does not appear to affect the
! overall functions of the Division. Bill Payne, Acting Chief, Civil
$

Rights Division, OEO, USDA, interview in Washington, D. C., September
25 1981.
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by DoJ.' "{T]here is no compliaﬁce.review manual to provide the
necessary instruction and guidance for compliance reviewers;
instead, the materials présénted a?e outdated and lack specificity
and comprehensivéness.”60 .

ENS is also responsible for evaluating minority participation

data #nd State targets fot minority 1oans.61 State FmHA officés

are asked to providé the national office with their loan targets-—

projected goals of the number of loans they will m@ke, by program
type, broken down by race. However, midway through Fiscal Year

1981, ENS had not yet received FY 1981 "projected" targets for a
‘ 62

60. Evaluation of Title VI Enforcement, p. 13. The comments
expressed by FmHA county supervisors, at a training course observed
by DoJ staff, confirmed that serious prejudices were held by some
FmHA personnel. "[0O]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 FmHA national office; and in listing possible
minority contacts to interview while conducting reviews, the group

listed law enforcement officers, bankers, and county commissioners.”
Ibid., p. 12. .

The EOS director states that EOS is in the procesé of
developing training, regulations, and z 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 §21.

62. Ras Smith, equal opportunity specialist for FmHA's EOS,
interview in Washington, D.C., Mar. 18, 1981. :

o — . —
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The impact of ENS, which has no line authority over field or
State éffices,‘is negligible.v‘While EOS is responsible‘fgr
developing a comprehensive review program,54 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 for conducting its own reviews. . In Fiscal Year 1980 EOS

conducted only four onsite reviews, described as "outreach

56

efforts;"” three investigations were carried over from 1979; no -

......

findings of noncompliance were made, and four compliance reviews

were still pending at the beginning of Fiscal Year 1981.57

M A AR -
e M o o o— ot < o o &

Furthermore, according to the Justice Department, “[w]hat should
be the principal concerns of the E0 Office-~training, development

of compliance guidelines and standards for bilingual services and

. BECA
R

outreach programs, and the‘conduct of spécialfactivities and reviews
- have not been properly met."58 EOS conducted or assisted in 12
compliance review training sessions of field staff during 1980; six

’

of these training sessions were contracted to outside

consultants.59 This training was sharply criticized as inadequate

égg;a. ) : 55. Scanlon Interview.
:zég 56, 1bid. Scanlon described these reviews as "outreach,” while

0E0's A-11 report described them as "compliance investigations.”

57. OE0, A-1l Report. From the report it was not clear if the
investigations carried over from 1979 were the same investigations
‘ coinducted 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.

59 . OEO > A-ll Report .
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FmHA National Office Equal Opportunity Staff

Tﬁe Equal Opportunity Staff (EOS) unié within the National
0ffice of FuHA is responsible for civil rights oversight of FmHA's
National, State, and field éfficgs. According to USDA's
Adninistrative regulations, each'agency is responsible for
“assigning sufficiént full time staff-resﬁurces for the development
and implementation of a comprehensive civil rights compliancé |

program within the aggncy".52 The Equal Opportunity Staff unit,

reaponéible to the FmHA Administrator, is a key link in.gnsuflng

implementation of top'management's_civil rights policies and
priorities. Its,éssential functions are planning, monitoring, and
evaluating FmHA civil rights performﬁnce and informing the
Administrator of problems witbin the agency. |
However, with only a director and three staff to ensure equal
opportunity in direct services provided by more than 2,000 coﬁnty
and district FmHA offices as well as in-services’provided by Title
Vi récipients, FmHA has clearly assigned an insﬁfficient number of
staff tb comply with this regulafion. Accoréing 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 analysis of FmHA's civil rights

. enforcement.
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Thus, while 4,508 FmHA civil rights “onsité reviews"48 were
conducted in 1980, not one instance of noncompliance with either
Title VI or ECONA was fbund.49 This finding of 100 percent equal
opportunity compliance is particularly remarkable for an agency
whose programs are the subject of more thaﬁ 200 civil rights

cohplaints annually, more than one-half of all such coﬁplaints filed

against, usnA.so

The Justice Department féund substantial reason to believe that

- findings of compliance reflected superficial reviews rather than

adherence to civil rights iaws, According to DoJ:::
Numerable deficiencies in FmHA's compliance
review procedures aﬁd 1hstructions account for
the worthlessness of cbmpliancé reviews which
bear virtually no results. ‘Although not one of
the field personhel ve interviewed had ever found
an instance of noncompliance, we identified‘
noncompliance sitdations in each coﬁnty

visited.51

49, O0EO0, A-1l Report.

50. USDA, 0Office of Equal Opportunity, Equal Opportunity Report:

USDA--1980, p. 5 (hereafter cited as Equal Opportunity Report:
USDA—1980) .

51. Evaluation of Title V1 Enforcement, p. 37.
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.found that FmHA did not conduct reviews of diregg assistance farﬁ
loans. OEO recommended in thisAreport that FoHA revise its
procedures to include such reviewé, but this has not been dong.
Compliance‘review forms documenting onsite field visits still
include only Title VI recipients.47 Thus, there are still no
guidelines for ECOA coméliance reviews, reqﬁiring for examﬁle, file
reviews of, or interviews with, loan applicants, borrow§r§ (i.e.,
the recipients of direct assistance), or local farmers to determine
'if loan programs have beeﬁ public;zed aﬁong miho;ity farmers,
limited resource loans have'béen providéd to qualifiéd Borrbwerq in
need, #nd credit elgewhere tests have been applied equitably. As

- explained in‘chaptér.b, these are matters of particular concefn to
black farmers. While compliance reviewerg may’examine‘direct loanA
files on an informal basis; without specific instructions or forms,
cursory reviews would not likely yield finaings of discrimination;
establishing applicants' comparative credit-worthiness, which is‘
Anecesséry to détermine the existence or absence of discrimination,
is not a simple process, especially because FmHA has n§ specific

standards for determining loan eligibility.

47. USDA-FmHA, Form FHA 400-7 (Rev. 5-23-77) OMB No. 40-R3827;
USDA-FuHA, Form 400-8 (Rev. 5-24-77) OMB No. 40-R3828.

48. U.S., Department of Agriculture, 0Office of Equal Opportunity
(OE0), A-11 Report, 1980 (hereafter cited as OEO, A~1l Report) ,
reviewed by USCCR staff in OEO files, Mar. 6, 1981. The A-11 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
V1 recipients. :
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This compliance review process appears to be inadeqﬁate. The
Department of Justice, in an interagéncy_survey report reviewing
,'FmHA's Title VI enforcément, found ghat "there #re few‘if any
‘standards regarding civil rights-procedures"43 for compliance
re§iews, and there are “no procedures to assure that re§iews are
done corfectly or to monitor reviews other than when a finding of
non-compliance is made.“éé According to this report, compliance :
reviews are a 1ow'prio:ity 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

1:'ev:’Le\»z'ers.f'5

While FmHA's civil rights guidelines governing compliance

reviews are woefully inadequate for enforcement of Title VI, fhey
are simply nonexistent for enforcement of ECQA. There are no
v - regulations or‘éompliance'manuals that.instrﬁct reviewers to conduct
fi.fi{ févieﬁs, or how to make a determinatién of compliance, under ECOA. .
' .
i

RN : , A report prepared by USDA's Dffice of Equal Opportunity in 197640

. 43. U.S., Department of Justice, Civil Rights Division, Evaluation
J%f“ of Title VI Enforcement in the Farmers Home Administration of the
!

U.S. Department of Agriculture (November 1980), p. 56 (hereafter .
cited as Evaluation of Title VI Enforcement).

”il 44. Ibid., p. 39.
/ 45. Ibid., pp. 13, 37-39.

46, U.S., Department of Ag:iculture, 0ffice of Equal Opportunity
(0E0), "An Evaluation of Farmers Home Administration Compliance

Review Procedures,” (1976), reviewed by USCCR staff in OEQ files on
Aug. 21, 1981. :
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Figure 5.1, ORGANIZATIONAL CHART

u.s. bepaxtment of Agriculture and Farmers Home Adm
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' Division
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Source: U.S., Department of Agriculture, Organizational Chart (undated); Farmers Home Administrationm,

Organizational Chart (November 21, 1978); Office of Equal Opportunity, Equal Opportunity Report: USDA

Programs 1980, p. 1; U.S, Office of the Federal Regist

app. C, p. 822,

er, u,s. Govermment Manual 1981/82 (May, 1981),
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programs, USDA enfércement ofvstatutoryvand regﬁlatéry provisions

’ intended to ensufe equal opportunity in FmHA farm loan programs isk
diffuse. Responsibility for enforcement is found at thfee'levels of
admvinisAtration: 1) the field FuHA offices, including s{;ace,
district and county FmHA offices, 2)7 the equal oppértupity staff
(ENS), a unit placed within the_nationa; office of FmHA, responsible -
fo the FmHA &dministratof, and 3) the 0ffice of Equal Opportunity
vith overarching,'Department-wide jurisdidtion, repor;ing to USDA's
Assistant Secretary of‘Administration‘(sée figure 5;;). The

compliance responsibilities of these units overlép,‘as discussed

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

failure of USDA to protect the rights of its intended program
beneficiaries.

FmHA Field Program Reviews

At the lécal‘level, ensuring that FmHA services and loans are
provided in a houdiscrimihatory ﬁanner is basically the
responsibility'of FmHA loan specialists, cbunty superviéors, and
i \ district‘directors. Since there are no full-time equal opportunity
personnel egploygd at the State, district, or county levels, civil

rights cbmpliance reviews of county FmHA offices are conducted

,‘.{; : ‘ periodically by district directors, county supervisors, or
designated‘staff.ﬁz Thus, officials who administer loan progfams
are themselves responsible for éertifying 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. 18, 1981 (hereafter cited as Smith Interview).
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None of the above mentioned regulations issued by USDA and FmHA
prbvides fot‘ECOA enforcement. They cogtain prohibitions against
discrimination in direct assistance programs but they do not
establish mechaﬂisms to ensure compliance. Instead, general
authority for USDA and FmHA enforcement of §1vil rights compliance,
including ECOA, 15 found in USDA's Administrative Regulationé.38
The Director of USDA's Office gf Equal Opportunity (OEO) is
authorized “to'develop,and adminisfer...a cdmprehensive program to
assure equal opportunity for all persdns in all aspects of USDA
prégtams.withoﬁt regard to race; éolor; national origin, sex or

"

religion.... As part of this respdnsibility,'OEO‘"set(s)

- standards for agency‘compliance review procedures, including

““ }
approval of proposed procedures and review guidelines. ° In

addition to DEN's Départment-wide responsibility, eaéh agency within
the Department is responsible_for "the development and
implementation of a comprehensive civil rights compliance program

within the agency.“41

38. 9 AR §§2,3(P), (R)(1976).

39, Id. §2. 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. §§6101-07 (1976 and Supp. III
1979). , , : V

40. 9 AR §3(p).

41. Id. §22(A)(4).
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-f'No oral or wricteﬁ statement may be made to’
épplicants ér prospective appligants that would
discourage them from applying for Aésistance,
based on an& ECOA ‘pfohibited basis.’34
- An expiénation of the types of assiétance
’a§ailab1e should.be given whenever it is not
clear what tyée of loan or grant will meet the
~ applicant's needs.35 : | | | , -

- Written notice of eligibility or rejection

will be sent to all applicants within 30 days

after receipt of the completed application....If

determination of eligibility cannot be made

7

P PR

kot

within 30 days from the date of receipt of the
completed application, the applicant will be
notified in writing of the circumstances causing

the delsy, aﬁd the‘approximate time needed to

B .
. .
ot e e o s il £ it s b

make a decision. The letter will contain the

i

ECOA paragraph set forth... .38 [ECOA prohibited
bases and notification that the Federal Trade

Commission is responsible for enforcing FmHA

compliance with ECOA].37

e i M ony ¥ . [ @A S
. .o .- B

3. 1d. §1910.3(a).
35. Id. §1910.3(c).
36. 1d. §1910.4(d).
37. 1d. §1910.6(b)(1).
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27

of ECOA. The only sections of the regulations which pertain to

" ECOA are 1) FmﬂA's fequiremeﬁt to post “Justice for All" posters in
each FmHA office,28 2) an applicant™s right to file a |
discrimination complaint,29 and 3) the FmHAVempléyee prohibition
against diécrimina;ing on.;he basis of race, color, religion, sex,

| national origin, or marital status.30 Age @iscrimination,
prohibi;ed under ECNA, 1is unéccountably omifted from these FmHA
regulations. Requiréments for compliance revievssl and collection
of r#cial and ethnic data32 apply to Title VI programs only. {

Other FmHA regulations, governing the loan applicatianprocess,
prohibit discrimination based on all of the “ECOA prohibi:ed bases”
| - taée, sex, national origin,,color; religion, marital status, age,
receipt of income ffoﬁ public assistance, or because the applicant
has, in good faith, exerciéed any right under the Consumer Credit

33 '

Protection Act. Additional ECNDA related requirements in these

‘regulations include:

27. 1d. §1901.201(1981).
28. 1d. §1901.202(f).
29. 1d. §1901.202(h).
30. 1d. §1901.202(b).
31. 1d. §1901.204.

32. 1d. §1901.202(g)-

'33. 7 C.F.R. §1910.2 (1981).
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USDA funds and/or assistance.23 Scarcely is there any mention of
ECOA or its requirements, which pertain to loans made to‘ihdividuals
directly rather than through public and private entities covered by
Title VI. |

For example,‘USDA'é'"Nondiscrimination Regulations,” the
Department’'s major civil rights provisions, contain 26 pages of
requirements, of which only 1 page pertains to direct assistaﬁce
programs; the remainder apply to Title VI programs only; Those
regulations pertaiﬁing to direct assistance programs prohibit
discrimination on the basis of face, color, religioﬂ, sex, age, Or
nat:ional origin.za However, other than the filiqg of
complaints,25 the regulétions do not provide fdr any mechanism
(such as compiiance reviews) by which these prohibitions are to be
enforced in direct assistance programs. |

FmHA's “Civil Rights Compliance Requirement”26 is issued

pursuant to various identified civil rights laws,‘ihcluding ECdA,

but, in the 10 pages of regulations only prefatory mention is made

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

24. 7 C.F.R. §15.51(1980).

25. 1d. §§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....”

1d. §15.52 (1980). However, in practice, these complaints are
handled differently. See section on Complaints and Appeals Division
in this chapter. ‘ ‘

26. 7 C.F.R. Part 1901, Subpart E (1981).
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| Neither USDA nor‘FmHA h#s pubiished regulations pertaining.
exclusively to ECOA enforcement. Rathér, their civil rights
compliance and enforcement requirements-are.found’in various
regulations, administrative rules, and enforcement plans;zo
combining responsibilitiesféuthorized by a series of civil rights
leéiélation including Title VI of the Civil Rights Act of 1964,
Title VIII of the Civil Rights Act of 1968,21 Executive Order
11245,22 and ECOA{ But for the most part these regulations and
 guidelines focus on Title VI'enfofcemeht 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 0Office of
Equal Opportunity at Id. §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's "Civil
rights Compliance Requirements” are found at 7 C.F.R.
§§1901.201-.205(1981); FmHA's “"Receiving and Processing
Applications” regulations at 1d. §§1910.1-.11.

21, 42 ¥.S.C. §§3601-19(1976 and Supp. III 1979) prohibits
discrimination in rental or sales of residential property.

22. 3 C.F.R. 339 (1964~65 Comp.), reprinted in 42 U.S.C. §2000e at
1232 (1976), requires nondiscrimination in any employment decisions
made by Federal government contractors and subcontractors.
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authority to issue regulations “respécting its own procedures in

14 but it has not done 80-15

enforcing compl{ance" of the act,
And, while FIC has investigatory powers, it does not have staff to
monitor compliance through an‘ongoing feview process; nor does it
have thé resources to investigate every complaint.16 While FTC

has the authority to sue the'Farmers Home Administration or to refer
ECNA violations to the Attorney General,l7 it never has usedAthese
powers;l8 Thus, for practical purposes, responsibility for ECNA
coupliénce in FmHA programs, rests essentially with the U.S.

Department of Agriculture and FmBA.19 '

14. 1d. §1691c(d).

15. John Jerison, staff attorney, Cfedit’Practices, Federal Trade
Comnission, telephone interview, Aug. 3, 1981.

16. 1Ibid.

17. "All of the functions and powers of the Federal Trade
Comnission under the Federal Trade Commission Act are available to
the Commission to enforce compliance” under ECOA. 15 U.S.C.
§1691c(c)(1976). If 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.” 1d. §169le(g).

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

. :
19. VWhile an individual has a private right of action under ECOA,
he or she cannot collect punitive money damages from the Federal
Govérnment under ECNA. 15 U.S.C. §1691e(a)-(b)(1976).

*
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a notice of ﬁCOA's prohihition against discriminatidn, and 4) the
naﬁe'and address ofvthe appropriate agency respbnsible for ECOA
enforcemenﬁ.lo

For monitoring purposes, Regulation B requires creditors to
request 1nformation regarding race, sex, national origin, marital
st#tus, and age from ;pplicants for "consumé: credit relating to the
purchaée of residential real property, wﬁere the extension of credit
is to be secured by a lien on such p;operty."lll ﬂowever,
Regulation B does not require that this ipformatiou ﬁe collected fﬁr
statistical purposes orlthat it be reviewed and anaiyéed to
determine poteﬁfialiy discriminatorf patterns in lending practices.

Enforcement responsibility for ECOA is assigned to various °
government entities;l2 the Federal'Tradg éoﬁﬁission (FTC) 1is
authofized to enforce compliance with ECOA invdirect loan programs
administered by tﬁe Farmers Home Administration.13 However,
Regulation B does not provide enforcemén;.agencies sucﬁ as FIC with
speéifié guidelines for ECOA enforceient -~ that is,'hoﬁ, when, or

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

10. 12 C.F.R. §202.9(a)(1981).
11. 1d. §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: 1d. §1691c.
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- good faith exercise of rights under the Consumer Credit Protection
Act.? ECOA ﬁrovides for civil liability for actual and punitive
damaées in individual or class actions, excepg in the case of
government entifies {such as‘the‘Farmers Home Administration), which
are exempt from punitive damages.8 ,

Regulations implemeﬁting ECOA were promulgated fn 1977 by the
Federal Reserve Board.9 These regulations (known as Regulation B) =~ ~
provide.a general 1ntgrpretation of prohibited practices, including

‘infocrmation that a creditor may or may not request from a loan

applicant, with particular detail regarding sex and marital status

discrimination.' The regulations also require that a creditor notify

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

.
PR

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

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

W ep e ——

!
DO
. ST
po

7. 1d. §1691(a). Regulations published pursuant to ECOA by the
" Federal Reserve Board do allow creditors to provide "special purpose
credit programs” designed to benefit a particular "economically
disadvantaged class of persons.” Applicants may be refused credit
T if they do not qualify for eligibility under these special programs
“so long as the program was not established and is not administered

‘ﬁkz’ with the purpose of evading the requirements of the Act.”™ 12 C.F.R.
§§ﬂLﬁ_ §202,8(b)(2)'(1981).'
P ' 8. 15 U.S.C. §1691e(a),(b)(1976).

N . 9. 12 C.F.R. Part 202 (1981). The Federal Resérve Board is
o authorized to promulgate implementing regulations under §703 of the
Equal Credit Opportunity Act 15 U.S.C. §1691(b)(1976).

————- -
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‘requirements under ECOA are distinct from Title VI

-eivil rights compliance.

137 - | | !

In the case of the Farmers Home Administration, recipients
of direct assistance provided by farm logn programs are
protected under the Equal Credit Opportunity Act of 1974 as -
amended6 (ECNA) which covers all lenders, including the

Federal Government. Civil Rights compliance and enforcement

requiréments. While the scope of protection under ECOA is

broader than Title VI (ECODA prohibits‘discrimination on the

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

ECNOA regulations do not‘reﬁuire continuous agency monitoring of

This chapter describes the various regﬁ;ations proﬁulg#ted
by the Federal Reserve Board, USDA, and FmHA to'implément .
ECOA's civil rights protections. These requirements are widely
dispersed.  Following chg description Qf the legal authority

for enforcement, this chapter will review the enforcement

activities of the wvarious civil rights units within USDA aﬁd
FoHA, 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, agé, receipt of public assistance benefits, and

6. Pub. L. No. 93-495, Oct. 28, 1974, 15 U.S.C. §§1691-1691£(1976). . |
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rights compliance on the part of its program recipients by
iimplementing an enforcement program.

Other Federal pfograma provide direct, rather than indirect,
assistance. For example, social security retirement programs, or

in the case of'USDA, the Agricultural Stabilizatiom and

Conservation Service support programs and the‘Férmers Home
Administration farm'loan programs provide assistance to individuals -
directly rather than'through public or ﬁrivate entities. Direct
assistance programs are not covered‘by Tit}eVVI,éASﬁ; are usually
icQQered by clauses within their authorizing legislation which

Vproﬁibit discrimination, or by other lggislaﬁion prohibitiné

discrimination. At the very least, the fifth amendment to the

} Constitution prohibits the Federal government from spending‘its

: 5
funds in a discriminatory manner.

N R T

. Lt "’ .
B s« ad il 3 -

3. Executive Order 11764, issued in 1974, authorized the Attormey

: General to coordinate Federal enforcement of Title VI. 3 C.F.R. 849
R . _ (1971-1975 COMP.). Pursuant to this authority, the Department of
. ’ ' Justice issued regulations setting forth standards and procedures to
A be followed by Federal agencies in enforcing Title VI requirements.
R . “Coordination of Enforcement of Nondiscrimination in Federally

R Assisted Programs,” 28 C.F.R §8§42.401- .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 (1981).

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

5. Bolling v. Sharpe, 347 U.S. 497 (1954).
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Chapter 5

Civil Rights Enforcement

Various piecés of civil rights legislation have been enacte& to
prot;ct individuals from discrimination. Some of these laws, such
as Title VI of the'Civii Righfs Act of 1964,1 pertain to
“indireét” Federal assistance an& prbhibit discriminaiioﬁ in
services provided Sy orggnizatidns or entities receiving Federai
fundé~andior assisﬁaneé.. For example, tﬁe Farmers Home
Administfation administeré’apprbximately 21 programs thch prbvi&e
loans or grants to.public and pfivaﬁe entities for éuch things as
ﬁommunity fabil;tieé, fufal rental housing, farm labor housing,
:récreation and pollution ab&tement.z Recipients of these progfam
funds{ because they are covered by Title VI, are prohibifed from
‘discriminating on the basis of race, color, or ﬁgtiqnal origin in
their federally assisted prégrams 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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'awérding blacks smaller loans under less hospitable conditions than
whites; and taking inordinate time to process loans for blacks.
FmiiA data reveal that tafgets and actual loans to mino;ities have
been deciining in many States. USDA;S onsite reviews of FmHA
offices feveal_that targets'have not been set or aspired to ét ;ﬂe

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

conducted to ensure that minority farmers are aware of FmHA loan

ggg;i ‘programs, particularly limited resource loans.
'gﬁyﬁ Hence, it appears that, far from accomplishing its original

purpose, EﬁHA hés‘failed to advance, and in come cases may have
hindered the efforts of black small farm operators to remain a

viable force 1ﬁ agriculture. In light of these problems, civil
rights enforcement is particularl& important to ensure'that FmHA

provides equal cpportunities for minority farmers.
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Summary

The Farmers Home Administration is in a unique position to
assist black farmers. Historically, Congress has mandated FmHA to
Sprovide financial support ahd supervision to those farmers who ar?
unable to obtain credit elsewhere. Congress further reinforced its

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

FoHA 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 the7past.v

Despi;e its tradition as a lender of last resort, however, FuHA
has become increésingly a lender for farmers with large assets, who
relf heavily on debf financing to expand their.égricultural
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.
Fﬁrthermore, while the limited resource loan program was
specifically intended to enhance the ability of minorities to
qualify for and repny FmHA loans, most black FmHA borrowers did not
benefit even.from these loans. In fact, in aix States white

borrowers were more likely than blacks to hgve 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
détermine if USDA'programs are in‘faét being directed to any one
target group. No organized information system is operating té feed
back data to reevaluatg goals and make new récomméndations.

-~ More emphasis needs to be placed on “identifying and reaching

more of the 1.2 million limited resource small farmers."17l

-

Although this program, with strengthened organization and

..,

ot
V.
~

funding, has the potential to target more coordinated support to

. el
. LR
FOVMINNEE> S

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

already ceased to participate in some of the working groups which
‘ 172 |

B e

supbort these small farm projects.

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

; o ‘ 172. Meeting between Farmers Home Administration and Commission
' ‘ ‘ staff, Jan. 6, 1982. : ~
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No data have Been gathered on minority participation in the
Small Farm Assistance Projects. From a réview of the project

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

- involve black farmers and two in the West involve American

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

many of the projects have had difficulty getting started, some are
lésing momentum, and others appear to have failed. After 1 yé#f of
the érogram, a}USDA evaluation of six projects was cpnducted; its
findings are summarized here:

-~ Because tﬁere was no new authority or funding for Small

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

accomplish project oﬁjectives. But rules and regulations for
existing programs were sometimes not flexible enough tb'ﬁécomodate
the'speciai needs of‘individnal small farm projects. AProjecté‘néed
either new mdnies or exemptions from existing rules,and regulations.
| ~- There was a lack of coordination and communication aﬁoné
theyégencies. There seemed to be no clearly defined management
structure in some of the projects, and there was generally a lack of
firm agency commitﬁents of funds and/or personnel.

== There was a lacﬁ of small farmer participation in the
developmeﬁt of thé.projects.

-- Some projects were not geared to small fatmeré, i.e., they

required large capitél investments.A

170. Commission staff review of the small farm assistance project
files, Washington, D.C., May 11, 1981.

CTRNAATL,




A ———

130

In light of the historical discrimination and the accumulated .
disadvantages facing black farmers (as discussed in chapters'Z and
3), the goals of this program have patticular relevance for them.

A small farm working group comprised of staff representa;ives
from various agencies within USDA is.responsiblé'for coordinating
vsmali farm aétiviiies ;nder the supervision of the péliéy
committee.167 Consistent with the Department's basic
organization, the small farm effoft is highly decentralized. State
rural deveiOpment éommit;ees appointed State smali fatmrcommittees
coﬁsisting of staff from the FmHA, 3011 Conservation Service,‘
Extension Service, Forest Service, and the Agricultural
Stabilization aﬁd Conservation Service. The State small farm-
committees were asked to submit proposals for small farm assistance
projects to the national smgll farm working group. Of those
submitted, 17 pfojegts‘were selected.l68

The small farm assistance préjecﬁa relied on Cbmmunity Sefvices
Administration (CSA) funds and ACTION'volunteers. No new USDA funds
or activities were directed to thé projects. “The iptention of
these projects was to test a variety of ways in which the resources.
bf USDA,. csA, and ACTION could result in the improved ability of

small farms to become economically more viable.”169

———— 1 T ——— e S S —— - —— —_— P —

167. Secretary's Mgmotandum No. 1969.

168. USDA Evaluation Committee, "Evaluation of the Small Farm
Assistance Projects” (undated) (hereafter cited as "Evaluation of
the Small Farm Assistance Projects).
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farm as a continuing component of American agriculture."'l65

Sécrétary‘s Mémorandum No. 1969 established a policy committée on
small farm assistance which included USbA's Assistant Secretaries
and the Director of Economics; Poiiéy Analysis and Budget. The
committee established the following goals for the Department:

1, Improve small farm family incomeflevels, and

increase family skilis for both farm and non~farm

employment;

‘2. Improve the access of small farm families to

adequate housiﬁg and essential community

facilities 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‘ éstablishing prdgram.priotities to

benefit small farh families; ;nd

5. Update and improve the technical expertise

and sensitivity of USDA agency personnel to make

them more ré3ponsive to théineeds of small farm

families.l66

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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FiHA's traditional view of farming may have also contributed to
this program's failure. ﬁligibility for the program, as is the case
in other FmHA farm programs, was restricted to "bona fide" family

farmers, defined as those producing "agricultural commodities for

" sale iIn sufficient quantities so that [they are] recognized in the

162

community as farms rather than a rural residence(s).”
Subjeétive intérpretation of this requirement fesults in the
exclusion of certain types of nontraditional agricultural |
production, such as rabbits, that may be beneficial to small

163

farmers. FmHA officials also indicate that it is common

- practice to deny loans for agricultural activities which are not

‘typical in a particular region of the country.laa Subjective

interpretation may also adversely affect Qarg;n&l black. farmers whé
may not re;éive fecognition as farmers by FmHA personmel.

This project had gignificant potential to assist blackvfarmers,
but, required creativity and effort in program pianning and

administration. Unfortunately, it received no more than a token

effort on the part of FmHA program administrators and personnel.

Small Farm Assistance Prbgram

~In January 1979 the Secretary of Agriculture announced the

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

162. FmHA Instruction 1941-A, §1941.4(d), p. 2.
163. Pickenpaugh Intérview.

164. Meeting between Farmers Home Administration and Commission
staff, Jan. 6, 1982. :
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small farﬁ enterprise loans under this projectals7 The location

.~ of this project in Southern States with significant black.farm

-small farmeré.

populations (see appendix E) and the special eligibllity criteria
for this project made it especially suited to the needs of black

N

Hoﬁever, no loans.werevmade under this special project, and
FumHA discontinued it December 31, 1981'.158 Nonutiiiza;ion of the
project may ﬁave been due to a iack of FmHA program‘administrétion
emphasis (from the top onvdown) ra;her thanAa lack of need. An
exhibit étt#chéd to tﬁe back of the FmﬁA operating loan instructions
was the only 1ﬁformatio£ and instruction provided to FmHA staff
regarding this project:.159 Thus, it 1s not clear whetﬁer even
FmHA étaff generally knew about the'progtam~and fécognized its
importance, much leéé'whether potential borrowers knew about it. No
targets were set and there was no apparent outreach effort to.infdrm
farmers of the program.lﬁo, FmHA has never conducted an evaiuazion

of the projeét.l6l

157. FuHA Instruction 1941-A, exhibit B.

158. Lynn Pickinpaugh, Acting Director, Farm Real Estate and
Production Loan Division, Farmers Howme Administration, USDA,.
telephone interview, May 8, 1981; meeting between Farmers Home
Administration and Commission staff, Jan. 6, 1982.

159. 1bid.

160. 1Ibid.

161. Meeting between Farmers Home Administration and Commission
staff, Jan. 6, 1982.
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Furthermore, by these estimates, black borrowers received

limited resource loans at a disproportionately lower rate than white .

borrowers ih six.sﬁates. In Georgla, 27.8 percent of the farm
operating loans rgceivéd by whites were limited résource‘loans,
compared to only 17.6 percent of thé loans to black borrowers; in
Florida, 27.7 percent of the loans to white borrowers, compared to
20.0 percent of the loans to,blacks; in Arkansas, 32.0 percent Qf
the loans to whites, compared to 25.9 percent of the loans to
blacks; in Kansas, a rate of 22.3 percent for whitgs,-none for
blacks; Kentucky -~ 23.5 percent for whites,‘lﬁ.é percent for
blacks; weét virginia --422.& percent for‘wﬁites,-none for
blac.ks.lfi6 |

" These limited resource 1oan data indicate that even in the farm

loan program created by Congress to address most specifically the

‘needs of small and minority farmers, black farmers have not

benefited significantly.

Pilot Project for Small Farm Enterprises

In June 1980 FmHA initiated a project specially geared to reach
small farm enterprises with gross annual incomes as low as SB,GOO; |
This pilot project was implemented in seven States: Alabama,
Florida, Georgia, Louisiana, Mississippi, Missouri, and South
Carolin&. Farmers lacking the income, training, or experience

otherwise necessary to obﬁéin_?mgA loans were eligible for very

156. 1Ibid. The total number of operating loans to whites is also
found in FmHA Report Code .631. These percentages are based on
intial lcan data and subsequent loan projections.
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relatively smali size of their farms, ?heir low incomes, and limited
e;iucation,ls4 it would be expected thét most black borrowers would
qualify for limited resource loans and that black borrowers would
receive iimited resource loans at a disﬁroportiqnatély higher rate
than white borrowers. However, tﬁe 1980 data on initial loans
indicate, and the projection of subsequent loans suggests,
otherwise.» |

The majority of blacks receiving farm operating loaﬁs did so at
fegular interest rates rather than under the Special limited
resourcé loan §rovisions intended for farmers who would have
diffiéulty repaying loans at regular interest rates. For example,
in Georgia, out of the 91 farm operating loans received by blacks,v
only an estiﬁated 16 loané (17.6 percent) were limited resource,
low-intérest loans. 1In 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;1§6 loans (30.4 percent) and in North
Carolina, aﬁ estimated 85 out of the 341 loans to blacks (24.9'

percent) were limited resource, low-interest ldans.ls5

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 on the number of total operating
loans received by blacks are found in FuHA Report Code 631. 1In
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.
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' 151
operating loan program and are limited to initial loans. For

purposes of analysis the total number ofvlimiged resource loans
(initial and subsequent loans in the same year) méde to blgck
borrowers mﬁst be estimatedﬁﬁaséd on an assumption that thoée black
and white Applicants who received initial‘loans wiil receive
subsequent loans at an equal ra;e.lsz

FaHA defines a limited resource farmer as éne who operates a
"small or family farm (a smgll’farm is a marginai family farm)“,
with low income, and possibl& "underdeveloped managerial ability,

limited education, [and a] low producing fafm...."153 Due to the

'151. Data provided by the Management Information Systems.Division,

FmHA entitled "Initial Insured Farm Operating Limited Resource
Loans” (FY 1980), Form FmHA 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 based upon borrower Fund Analysis and Characteristics input
“forms, it will not include subsequent borrowers because we do not

collect 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 each State (not broken down by race or ethnicity) in FY 1980 is
provided in FuHA data entitled "Farm Operating Limited Resource
Loans Obligated, Fiscal Year 1980 Through September 30," Table 4,
(hereafter cited as “Farm Operating Limited Resource Loans"—-Table

~4). From these data, one can determine the ratio of initial loans

to subsequent loans for each State. These ratios can then be
applied to the number of initial 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 be -an overestimation of black participation; if there is
discrimination against blacks, they may receive followup loans at a
lower rate than whites. However, there are no data available to
make this determination. Using only actual initial loan data

‘reduces the rates of limited resource loans for both blacks and

whites, but the ratios between the black and white actual loan rates
remain the same as the ratios for estimated -loans.

153. 7 C.F.R. 5;941.4(3) (1980).
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Special Programs for Small Farmers

Limited Resource Loans

Twenty-five percent of all farﬁ §wnetship énd farm operating
loans #re targeted by FmHA as liﬁited resource loans to be ptovidedA‘
to low-income farmers under special terms and at reduced interest
ratea.léa Congress specifipally»identified minority farmers as
#mong those who need special assistance aﬁd as‘inten&ed
beneficiaries of thisvprograula.l49 How;ve;, FmHA dat# concerning
the racial and ethnic characterisfics of limited resource borrpwers

are currently availab;elso only for Fiscal Year 1980 of the farm

148. Cavanaugh testimony.

149. H.R. Rep. No. 95-986, 95th Cong., 2d Sess. 11, reprinted in
[1978) U.S. Code Cong. & Ad. News 1106, 1116. o

150. The Commission staff requested from FmHA initial and

_subsequent loan data, broken dowmn 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 Holm, Director, Management Information Systems Division, June
8, 1981.) FuHA 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 Holm, letter to Louis Nunez, July 15, 1981. As
this report goes to publication, data for fiscal year 1981 still
have not been made available.
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No.

Whites 2,129

Blacks 44

Other* 75

TOTAL . 2,248
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TABLE 4.8

Soil and Water Loans

(F¥ 1981)
Percent Total amount Percent
(Thous.)
94.7 $46,673 95.8
3.3 1,666 3.4
100.0 $48,741 100.0

Average loan

$21,922

9,136

22,333

$21,682

*Includes Bispanics, Native Americauns, and Asians.

Source: U.S., Department of Agriculture, Farmers Home Adminis:ration, Computetknatn
entitled "Distribution of Loans Made by Six Specified Types by Race and Ethnic Group,”
Report Code 691 (Piscal Year 1981).
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Soill and Water Loan Program

Soil and water loans are provided to farmers, ranchers,

associations, and nonoperator owners for land and water development

‘use and conmservation. These loans are repgyable within 40 years.

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

guaranteed loan rates are negotiated betweén the lender and
bo::rowrer.:"'{’5
Although the soil 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 chabtef 3, have‘greatér than

146

average conservation and development needs. 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

1

for whitesl®! (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 M. Salamon
for the Office of Minority Business Enterpise (1976), p. 23.

_ 147. Report Code 691 (FY 1981).
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i TABLE 4.7
# : Economic Emergency Loans -
: 4 G ' (FY 1981)
.il
Ji., .
No. Percent Total amounts Percent . Average
! : V (thous.) v : loan
| " Whites 25,733 96.6 $1,118,664 96.4 $43,472
| I Blacks 330 1.2 19,239 0.8 27,997
1 ‘ Other* 573 2.2 32,769 2.8 57,236
| TOTAL 43,696  100.0 $1,160,672 © 100.0 $43,575

*Includes Hispanics, Native Americans, and Asians.

SOurée: U.S8., Department of Agriculture,
entitled “Distribution of Loans Made by 81
Report Code 691 (Fiscal Year 1981),

Farmere Home Administration, Computer Data
x Specified Types by Race and Ethnic Group,”
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" available to borrowers elsewhere.
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In 1981 black farmérs received only 1.2 percent of the total
number 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,

’onthhird less than the average loan amount of $43,472 for white

farmersi (see table 4.7).
A GAO étudy 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 FmHA to determine whether credit was
‘ 144

143. Report Code 691. ‘These data also show that Hispanics outside
of Puerto Rico received 0.7 percent of the total economic emergency
loan amount; American Indians, 0.8 percent; and Asians, 0.5 percent.

144. Eschwege Testimony.
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The'act authoriies a'program of insu;ed136 or guaranteed
1oansl37 to farmers, ranchers, farm cooperatives, corporations,
and partnerships primarily engaged in agriculture who are unable to
obtain credit from normal borrowing sources due to nationai or
are#-wide econonmic streéées.l38 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 rggl estate purchased
within the year).139

The interest rate for insured loans undef.this progrém is baéed
on the cost of money to the Government; thé rate for guaranteed
loans is agreed on by the borrower and the lender;lao The ceiling
on economic emergency'IOans 18‘*400,006,141 repayable in 7 to 20

142
years at the discretion of the Secretary of USDA.

136. About 96 percent of all economic emergency loans were
insured. Testimony of Henry Eschwege, Director, Community and

‘Economi: Development Division, U.S. General Accounting 0ffice,

before the Subcommittee on Conservation and Credit of the House
Committee on Agriculture, Jan. 31, 1980 (hereafter cited as Eschwege
Testimony). ‘

137. Four percent of all ecénomic emergency loans were gQaranteed.
Eschwege Testimony. : .

138. 7 U.S.C.A. prec. §1961 note, sec. 202 (Supp. 1980).

139. 1Id. Sec. 203(a).
140. 1d. Sec. 204(b).
141. Id. Sec. 207(b).

142. 1d. Sec. 204(c).
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creditvelsewhere could target the loans to disaster-related

' needs.128

Economic Emergency Loans
The Emergency Agriculturél Credit Adjustment Act,129 enacted in
Augﬁst 1978, establishéd a temporary economic emergency loan program

in response to.sevefe difficulties farmers were having in obtaining

130

credit. The continuing tight credit situation prompted

Congress to extend and expand the act in ﬁarch 1980.131 Though =

the act expired September 30, 1981, Congress is considering

reauthorizing it in the 1982 Farm pi11.132

In Fiscal Year 1981, the economic emergency loan prégram'

provided the secpnd largest dollar amount of any of FmHA's farm

programs -— $1,160,672,000.133 (The déllar amounts provided in

Fiscal Year 1979 and 1980 were considerably larger, about $3

134 135

billion and $2 billion respectively)

© 128. 1bid., p. ii.

129. Emergency Agricultural Credit Adjustment Act of 1978, Pub. L.
No. 95~334, tit. II, 92 Stat. 429 (current version at ? U.$ C.A.
prec. §1961 note (Supp. 1980)).

130. 8. Rep. No. 96-591, 96th Cong., 2d Sess. 6,‘re2rinted in
[1980]) U.S. Code Cong. & Ad. News 217, 222-223 (hereafter cited as
So Repo NO. 96-591)'

131. 1bid.

132. Ken Auer, staff, Senate Appropriations Subcommittee on
Agriculture, telephone interview, Nov. 5, 1981l.

133. Report Code 691 (FY 1981).

134. 1981 Appropriations Hearingg, p. 126.

135. Report: Code 691 (FY 1980).

Tonale
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millionaire_s.l25 (The above-mentioned regulations subsequently
imposed the $1.5 million limit on,loaﬁs.) The disaster loan prbgram
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 saméle 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 pefcent in-
Texas,'Zl‘percent.in Georgi#, and 8 percent in Lbuisiana could have
received credit elsewhefe.126 According to the GA0, 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‘needsf

Génerally, little or no assurahee exists.thaﬁ 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 r Loan Programs:
Budget Implications and Beneficiaries (Aug. 6, 1979), p. ii.

127. 1bid., 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)(1)(c)(1981).
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TABLE 4.6

Disaster Emergency Loans
(FY 19%15

No. - Percent Total amounts Percent Average loan
" {thous.)
Whites 128,637 92.6  $4,890,079 95.7 | $38,015
Blacks 8,379 6.0 . 152,470 3.0 18,198
Other* 1,974 1.4 _ 69,742 1.3 .35,110
TOTAL 138,900 100.0 | $5,112,290 100.0 - $36,782

*Includes Hispanics, Native Amgricana, 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 Ethnie Gronp,"
Report Code 691 (Piscal Year 1981).
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under 3500;000 to cerr actual disaster losses.120 'For borrowers
unable to obtain credit eisewhere, loans for actual losses from
disacter are»made at an interest rate not exceediﬁg 8 pér;ent; for
additional‘lqan amounts, and for borrowers ablévto obtain credié
elsevhere, interest rates shall not exceed the prevailing market
rates.121 Loans are repayable in 7 to 20 years for operating
loans and up to 40 years for farm ownership'loans.l22

Over $5 billion in disaster loan money was ﬁrovided to farmers
in FY 1981, but only 3.0 percent was recei#edlby blacks. The
average loan was $18,198 for black farme;s compared to $38,015 for
vhites'?3 (see Table 4.6).
| Congressional appropriations hearings in 1980 revealed that in
1979, FmHA made disaster loans to a significant number of
multimillion dollar farm establishments. More than 300 borrowers
received $1 million or more each. One borrower received more than

124

$10 million. In other words, more than $300 million, 10.5

percent of the total disaster loan money that year, was awarded to

120. 7 C.F.R. §1945.56, .63 (d)(1981).

121. Pub. L. No. 97-35, Sec. 162(a)(1), 95 Stat. 378, reprinted in

U.S. Code Cong. & Ad. News 378 (Supp. 7, Sept. 1981).
122. 1d. §81945.68(b)(1)(1), (b)(2).

123. Report Code 631 (FY 1981). These data also reveal that
Hispanics outside of Puerto Rico received 0.5 percent of the total
loan amount under the emergency disaster loan program; American
Indians received 0.7 percent; Asians, 0.2 percent.

124. U.S., Congress, House, Subcommittee of the Committee on
Appropriations, Agriculture, Rural Development and Related Agencies
Appropriations for 1981, 96th Cong. 2nd Sess. (1980), p. 10-11.
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1ncfeesed from '$35,250 to $75,277. Thue, the average loan to blacke'
was less than one-fourth the average'loan to whites in FY 1981.
Disparities in averagelloan amounts between blacks and whites also
increased'in North Carolina, Florida, and Alabama between FY.1980
and 1981.115 -

Emeg;gney Disaster Loan Programs

In Fiscal Year 1981 the emergency disaster loan program provided

borrouers with the greatest number of loans and the largest total

dollar amount of any of FmHA's farm loan programs;116 Under this

, i
program, loans are made in designated disaster’areas‘ :
(Presidentially-declared or State director authorized), to‘ . !.

established farmers, corporatioms, partnerships; and cooperatives

'engaged primarily in farming. Applicants need not be family ) ;ﬂ
f:;u-mera,]‘17 and the limit on a borrower's principal indebtedness ‘

B e s £ it e e it T L, e o
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under this program at any one time, as recehtly<eatablished in
118 '

regulations, is $1.5 million.

Loans may include, but are not limited to, the amount of the
119

actual loss sustaiged as a result of the disaster. Applicants

e o .

who are able to obtain credit elsewhere are eligible for loans

115. 1bid.

116. 1bid. | |

117. 7 U.S.C. §1961 (Supp. III 1979).

118. 7 C.F.R. §1945.66(d) (1981). The $1.5 million limit does mot
apply to borrowers who received emergency disaster loans prior to

Dec. 15, 1979.
119. 7 vU.S.C. §1962 (1976).
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TABLE 4.5

Farm Operating Loans

(FY 1981)

No. | Percent Total amount Percent Average 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

*Includes Hispanics, Native Americans, and Asians;

Source: U.S., Department of Agrichlture, Farmers Home Administration,
Computer Data entitled "Distribution of Loans Made by Six Specified
Types by Race and Ethnic Groupf, Report Code 691 (Fiscal Year 1981).

H
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1981111 {see table 4.4); The percentage of loans to blacks fell

from 7.9 percent to 5.8 percent between FY 1980 and FY 1981.112
{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 1n 1980, to 51 in 1981; from 74, to 54, to 50 in Texas; from 254
to 24D, to 115, in South Carolinﬁ§ from 495 to 341, to 279 in North
Carolina; and from 60 to 55, to 26 in Florida.u3
.Analysis of total and average loan amounts reVeala(wide

disparities when broken downkby‘racé. Table 4.5 shows that while
blacks receivedAS.B percent of sall lbaﬂs, they received only.2.8‘
vpercent of the total loan amount (down from 3.5 percentAin FY 1980).
‘The'a§erage 1981 operafing loan for blacks was $13,557, contrasted.

114 giate data reveals growing

with $29,053 for whites.
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,"” 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 loams.
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TABLE 4.4

Farm Opérating Loans to Minorities
(Fiscal Years 1971-1981)

Number of loans

Percent of total

10.3

1981 3,024

1980 3,772 11.7
1979 3,344 9.8
1978 4;154 8.8
1977 4,289 10.8
1976 5,294 12.3
1975 6,49@ 13.8
1974 6,824 13.3
1573 6,403 12.5
1972 5,347 12.3
1971 5,287 12.5
Source: U.s.; Department of Agriculture, Farmers Home

- Adwinistration, Computer data entitled "Racial Program Participatiou
by Fiscal Years” (Fiscal Years 1980 and 1981), Report Code 631.

Graph prepared by USDA, 0Office of Equal Opportunity entitled

"Percent and Number of Operating Loans to Minorities by Fiscal Year”

{Fiscal Years 1969-78).
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increasing. Fof the most dramatic example, in Alabama the average
farn 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 ipcreased from $4§,Q57 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

average white farm ownership loan in Alabama.l08

Farm Operating'Loan Program
' Farm operating loans may be used to purchase fafm equipment,

| ;ivestogk supplies, énd hoﬁe needs; to abate pollution; or by rural
residents an& farﬁérs to operate nonfarm enterbrises.log
Eligibility and interest rates fbr these loans are‘thé same as 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 rescheduiing for up to an additional 7

ygars.llo

-

The farm operating loan program has a higher rate of minority
pa;ticipation than the farm dwnership program. Howeéer, an
_examination of loan data over the past decade shows that minority
participation, both in‘terms‘of numper 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. 1d. §316(b)
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number to 550 in 1980.) In 1981 six farm ownership loans were

made to blacks in the State of Texas.log

Other States followed this pattern of steadily lowering their
goéls and accomplishments between 1979 and 1981.103 North
Carolina targeted 65 farm ownership loans for blacks in‘l9?9 and
made 47 such loans; in 1980 the target was 1owered‘to 50, and the .
actual number of loans then declined to 38.10A The target was
lowered again in 1981, to 37, and tﬁe number of -loans dropped to -

33’1{)5

Between 1980 and 1981, the number of farm ownership loans
made torblacks in Mississippi feli f;om 101'to 30; from 33 to 11 in
Tennessee; from 20 to 11 in South Carolina; from'23 to 10 in
Virginia; and from 37 to 17 in Alabama.;o6
Data also reveal disparities in the average amou#ts loaned to
blacks and whites. The average farm ownership loan to blacks in

' 10
1981 was $45,204 compared to $68,784 for whites. 7 (See table

4.3.) 1In some States, the disparity between blacks and whites is

101. Report Code 631 (FY 1980).

102. Report Code 691 (FY 1981).

'103. The total mohey obligatéd‘for'farm owhefShip loans increased 5

percent between FY 1979 and FY 1980, and declined 14 percent between
FY 1980 and FY 1981. Report Code 631 (FY 1980 and FY 1981).

104. Report Code 631 (FY 1980).
105. Report Code 631 (FY 1981).
106. 1Ibid.

107. 1Ibid.
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Table 4.3

Farm Ownership Loans
(FY 1981)

No. Percent " Total amount Percent Averagg_loan
' (thous.) :

Whites 10,991 94.0 $756,004 95.1 $68,784

Blacks © 226 1.9 10,216 1.3 45,204

Otherst . - 476 4.1 29,134 3.7 29,835

TOTAL 11,693 100.0 $795,353 100.1 $68,020

*Includes ﬁispanics, Native Americans, and Asiaﬁs.

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
government, about 10.5 percent. The interesf rate on guaranteed
1oans96 was negotiatéd‘5§ the lender and the borrower.97
In FY 1980 blacks received 3.1 percent of all the loans prov;ded

under the farm ownership loan progrém (limited resource and others
combined)..g8 In FY 1981 the number of black.farm ownership loans
dropped to only 1.9 percent of the total.’> The total dollar
amodnt<loaned to blacks also‘fell,‘from 1.7 to 1.3 percent of the
oierall dollar amount 1oapedloo (see tablesé.B). |

 As ﬁoted above, examination of State 1§§n and target data for
the farm ownership program reveals FmHA's failure to set meaningful
goals in iﬁs efforts to.serQe biacks. For example, in fexas, FmHA
targeted 27 loans for blgcks in 1979, but actually madé only 5 such
loans. Rather than striving to meet the original tafget, 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. Guaranteed loans are “"made by private lenders with FmHA
guaranteeing to make up to the lender ninety percent of any loss of
principal and interest rgsulting from failure of the loanfs].” 1Id.

97. Cavanaugh testimony, p. 97.

98. Report Code 691 (FY 198l1). . Separate limited resource loan data
for the farm ownership program were not made available to USCCR

99. 1Ibid.
100. 1Ibid. 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, Asians received three-tenths of 1

~ ‘'percent, and American Indians received seven-tenths of 1 percent.
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farmers,‘the*pilpt‘project for small farm enterprises and the small
f;rm assistance ptogram, also have not recei#ed the necessary
attention and emphasis from FmHA program administratoré to make them
successful. |
‘As the following program discussions indicate, eaéh-of FuHA's
farm loan programs‘is designed to meet the needs of struggiing
farmers and could contribut;'siguificsntly to the viabilify of black
- agriculture. However, program participation data suggest that the
potential~th§se programs have to provide speciai services to blacks .
hgsAnot'been fulfillgd. |

Farm Owﬁership,Loan Program

~ Farm ownership loans are for borrowers who cannot obtain credit
elsevhere to improve or pgrchase'farms, refinance debts, f;nance
nonfatg enterprises, or make additiqns to férms.ga FmHA targeted
25 percent of all farm ownership loan funds for limited resource,
_low-income farmers in 1980. These farmers were chargéd interest at

a rate of 6 percent, while other borrowers of insured loansgs paid

94. Consolidated Farm and Rural Development Act, as amended, 7
U.s.C. §§1922, 1923(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 FmHA). "The fund is supplied with money by private
investors who buy government certificates of bemeficial ownership.
The purchaser's investment is fully insured by the Government
against any loss of either principal or interest. FmHA performs all
collection and servicing functions in connection with the loans.”
H.R. Rep. No. 95-986, 95th Cong. 2d Sess. 20, reprinted in [1978]
~U.S. Code COQSO & Ad. News 1106, 1125.
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and first in the number of disaster loans.87 In contrast, Texas,
which is ranked 4th“among all States for its black farm operator
population,88 ranks 9th in operating loans, 12th in economic

emergency loans, 10th in ownership loans, and 10th in disaster loans

to blacks.89

A1l of FoHA's farm loan programs are intended for farmers in need

‘who cannot obtain credit elsewhere.go However, some of the farm

loan programs are especially intended for minority and low income,

small farmérs..>To ensure thaﬁ these farmers benefit from FmHA‘s

credit pfog:ams,_zs percent of the farm ownership and farm operating

loan program funds have been targeted as limited resource loans.91

These loans are provided under special terms and at reduced interest
. {
r.zattes."2 However, available data indicate that even these loans do

" not appear to be reaching many black farmers. The majority of blacks

receiving farm 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
< ~ : '

rat:ez_;."3 Two other programs especially geared towards small -

87. Report Code 691 (FY 1981).

88. 1978 Census of Agriculture, p. 209.

89. Report Code 691 (FY 1981).

90. 7 C.F.R. §81941.6: 1943.6, .106; 1945.56, 105.
91. Cavanaugh Testimony.

92. 1Ibid. _‘

93. See section on special programs for small farmers in this
chapter,

N
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However, these targetg frequently are not met. In Flori&a, for

example, under the farm oynership program, FuHA targeted 38 loans

for blacks in 1979, but actually made only 7 such loams. Rather

Lhan striving to meet the original
goal to 25 loans; the actual loans
subsequently fell to 3;84 In 1981
this time to 22; theAactuﬁl number

blacks in 1981 was 4.55

target, FmHA lowered the 1980-
made to blacks in 1980

the target was again lbwered,

of farm ownership loans made to

Some States stand éut in their services to blacks. For example,
Louisiana, when ranked against othef States, 1s éighth with the
number of black fa}mers in ifs pOpnlation,86 but first in the
number of fﬁHA farm operatihg loans to blacks, third i; fﬁe 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. 3/.
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Table 4.3

Yarm Loans Awarded in Five FumHA Programs
by Race of Beneficiaries
(Fiscal Years 1980 and 1981)

Percentage of total Percentage of total
number of loans dollars loaned
Whites Blacks - Others " White Blﬁcka Others ’
. Ownership loans
1980 92.9 3. . 4.0 95.1 1.7 3.1 -
1981 94.0 1.9 41 95.1 1.3 3.7
Opeta?ing loans ) .
1980 88.2 - 7.9 _ 1.9 93.0 3.5 : 3.5
1981 89.8 5.8 4.5 © 93,5 2.8 3.7
Disaster loans
1980 89.6 7.6 - 2.8 - %47 3.3 2.0
Econoinic - -
emergency loans :
1980 96.3 2.0 1.7 97.1 0.9 2.0 .
1981 96.6 " 1.2 2.2 96.4 0.8 2.8
Soil - .
and vater loans ‘
1980 94.5 2.9 2.6 97.1 0.9 2.0

1981 94.7 2.6 3.3 . 95.8 0.8 3.4

Soutcé' T. S., Department of Agriculture, Farmers Home Aﬂniniatration, Computer Data
entitled “Distribution of Loans Made by Six Specified Types by Race and Ethnic Group,”
Report Code 691 (Fiscal Years 1980 and 1981).

q:
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proportion of farm loan a?plicatiﬁns filed by blacks. However,
despite 1ow'black application rates for economic emergency, and soil -
and water loans (2.4 and 3.7 percent respectivelyﬁ, blacks recéivedv
these loans at even lower rates (2.0 and 2.9 percen;).80

| FmHA data are not available regarding the income, assefs, And
farm size of FmHA farm logn applic#nts ana borrowérs, broken down fy
race and ethnicity. Thus, c&mparisons-canno; be made concerning the
number and size of loans awarded to black and white farmers within
the same category of income, #ssets, and farm #ize.

The decline in FmHA services to black‘farmers between 1980 and
1981 may reflect either a'failufe on the part of some States to meet
Aminority targets, or thé setting‘of declining targets for minority
services, or both. Examination of State loan and target data for
the farﬁ ownership and farm operating loan pfograms over the past 3
years?al for example, feveals FmHA's failure to set and meet
meaningful goals in serving blacks. As both a management tool and a
civil rights requirement, State FmHA offices are asked to provide
the national office with loan targets——projected goals of the number

of loans they will make, by program type, broken down By‘race.sz

80. 1Ibid., Report Code 631, and Report Code 691. '
8l. Report Code 631.

82. Instructions were included in a memorandum from Gordon

" Cavenaugh, PmHA Administrator, to FmHA State directors, May 23, 1980.
Secretary's memorandum no. 1662, supp. 5, "USDA Policy on Civil
Rights™ May 18, 1972, initiated program targeting. )
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application data with actual loan data because the application data

‘ 77
~include initial loan applications only, while the loan data

combine initial_and subsequent loans made within the fiscal
year¢78' Thus, the‘rate at which blacks and whites are denied
loans‘ca#not be ascertained.
Application data are‘glsollimited in that they may not reflect
the true number of potential borrowers. "Pre-application ' -
discauragement", whidh>Occurs when potential applicants 1nqu1ring'
about loans are discouraged from_filiﬁg applications, is not
revealed 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 thesé limitations on loan application data, the
data still afe of interest. For fiscal year 1980, the déta’shoued
that 4.5'percent’of‘the'initial farm loan.applications received by
FumHA were frpm‘blacks.79 Generally, the proportion'of initial and

subseﬁuent loans which were made to blacks was higher than the

77. 1Ibid.

78. Report Code 691 and Computer data provided by USDA, Farmers
Home Administration, Management Information Systems Division,
entitled "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
Administration, 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). ' ‘

: 4?%%
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program73 (see table 4.2). 1In fiscal year 1981 the Farmers Home -

Administration obligated almost $7 billion under these farmlloan‘

programs. Blacks received 5.1 percent of the total number of FmHA
_farm loans, but onlf 2.5 percent’of the total dollar amount loaned.
~ The avetage74 loan amount for biacks was $18,290, less than.A

one-half the average loan amoﬁnt of $39,082>for whites.75

It was not possible to deﬁermine if the decline in loans to

blacks 1n.1981 correspbaded with a decline in blaék loan
applications; fiscal year 1981 FmHA loan application datd broken
down by r#ce apd ethnicity were not.avgilable as this report was

written.76 -1t is difficult, in any case, to compare FgHA'é

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 Race 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
acre 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 sttems'Division,
Farmers Home Administration, telephone interview, Nov. 30, 198l.
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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, assisting them should, logically, assume a

high priority in FmHA. Vithoht attempting to establish a single
numerical indicator of program participation “parity,” the following
analysis, therefore, is intended to provide a basis for evaluating |
the extent of FmHA's efforts to ameliorgte the declining pésitién of
black farmers. |

Black Participation in FmHA Farm Loan Programs

The Farmers Home Administration administers five farm loan
programs geared toward meeting the essential needs of farmers who
are unable to obtain credit elsewhere: the farm‘éwnership,Afarm
operating, emergency disaster, economic emefgeﬁcy, and soil gnﬁ
water loan programs. Three other FmHA prograﬁs are designed .

particularly to meet the special needs of small farmers: the limited

' resource loan program, the pilot project for small farm enterprises,

and the snall farm assistance'progfhm. These latter programs have
.

not been authorized Separétely, but are operated primarily under the

pr&visions of the farm ownéréhip and farm operating loan programs.
In each farm loan program, the proportion of the total number of
loans made to blacks deélined between 1980 and 1981. Similarly, the

proportion of the total dollar amount loaned to blacks fell in each

*
td
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case. In 1979, FumHA used U.S. Department of Agriculture, Soil
Conéervation Service data;70 and 1n~1980, it used the census count
of farm operators.71 Now, upoh reading a draft of this Commission

report, FmHA officials indicate that they intend to change the data

base once again, this time to include only those farm operators with

annual sales over $2,500, as counted by the Census.72 ‘FmHA
regulations, however, do not limit loans to farmers with sales above
$2,500. While this change in the data base has a superficial ap§231
in focusing on the most viable farms, it represents an unnecessary
statistical iimitation which adversely affects black farmgfs. As
discussed in Chapter 3 of this reéort, a dispropgrtionate number of
black farﬁ operaiors ﬁave farm sales under $2,500. Furthermore,
many additional blaék rural residents live oﬂ farms and are employed
in agriculture.‘ With the assistance of FmHA, many of these black
rurgl residents could become selfjempIOYed as farm operators.
ﬁasieally, blacks whﬁ‘are not now successful commercial farmers are
not considered.potentialfborrowers in FmHA'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 mumber 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, 1982f
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practices which hévé militated agaiﬁst the success of black farﬁ
operators, itlcan be assumed that black farmers are

disproportionately in need of FmHA assistance. And because éf tﬁeir

low incomes, limited off-farm employment, and small landholdings, it

can be assumed that black farmers are diaproportionately unable to -
obtain credit elsewhere. On these bases, then, it would be expected
that black farmers should receive a disptoportionately large aha%e
of FoHA loans. For, 1f the number and'hmount of loags to blacksi
were equal to omnly theirlproportion of the farm operator populati?n
(2.3 percent), or even the farm resident pcpulafion (4 percgnt), 3t
15 clear that this level of effort would not be gubstaﬂtial enoug£
to offset the disadvantages FmHA programs are designed tovaddress;
much less to halt the rapid decline éf black farming.

But, rather thgn targe;ing‘a greater proportioﬁ of tﬁeir
services to black farmers, based on their dispropor;ionate need, #he
Farmers Home Administration has chosen to seek parity in services 'to
blaclis and whites, based on data that Qndercounts the number and |
proportion of black farmers in the total farm population. 1In fact,
in the last two years FoHA twice has changed the data base it uses
to determine the rate at which minorities are receiving loans, and
with =ach consecuti?e change FmHA has disproportionate;y'ngrtowed
the data base of minority farmers considered eligible for FmHA

servives. By narrowing the data base, FmHA gives the appearance of

aerviug a greater proportion of black farmers than is truly the




- ’ 9

USDA's.Agricultural étabilization and Conservation Service (ASCS)
aiso appea; to suggest undercountihg by‘the census. ASCS data
1ndi§a;e ;hat there #re 5,165,564 farmers nationwide, more‘thag
twice the number counted in the 1978 U.S. Census of

Agriculture. = ASCS dat# also indicate a higher proportion of
,minofity farmers than reported by ihe census. (Ascs min&rity data
are not broken down by specific minority groups.) While the census
reported minorities as 3.2 perceni of ali farm operators in the

U.S.,66 ASCS found minorities made up 5.2 percent of the

tota1.67 Similarly, for the South, census data reported

minofities As 6.0. percent of al; farm operatots, while‘ASCS data
indicate minorities represent 9.0 percent of the tota;. Thﬁs,
various sources of data ‘provide conflicting estimates of the true
Vnumber’and proportion of black farmers in the total farm population.
| Obtaining accurate and relevant data is further complicated when
taking into account FmHA'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 or by race. However, due to historical circumstances and

current economic conditions, government policies, and institutional

65. 1bid., pp. 37-38.

66. 1978 Census of Agriculture, pp. 118, 207.

67. Equal Opportunity Report: USDA Programs -- 1980, pp. 37,38.

68. 1978 Census of Agriculture, pp. 118, 207.

69. Equal Opportunity Report: USDA Programé -- 1980, pp. 37. 38.
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Tennessee lost 93{§}§ércent of its black committee members, Georgia,

]
1

'

60.7 percent; Mississippi; 56.3 percent; and Alabama, 48.6

percer’zt:64 (see table 4.1). The decline of black representation on

FuHA county committees may affect adversely the services which FmHA

- provides to blacks.. : ‘ : i

[

To determine the extent to‘which black fatmer§ are served by
programs whiéh‘might offset, to some extent, their disadvantageou%
position in agticulture, beneficiary data, broken down by race, ar;
examinedfhere 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 participaﬁion rates by blacks and whites indicate the

presence or absence of racial discrimination in FmHA programs. i
Numbers alone do not prove discrimination. Moreover, drawing such

cdnclﬁsions wbﬁld‘pe difficult because of the lack of appropriate

and reliable data against thch the proportion éf blacks and whiies
being served by FmHA loaﬁs could be compared. For example, as |
explained in chapter 3, by its definition of a farm the U.S. Cenéus
of Agriculture excludes a greater ngportion of black farmers than i
whités. Furthermore, there are indications that census enumeratorsé
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. Ibid. ‘ :
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" Table 4.1

Number of Black FmHA Committee Members
(1979 and 1980)

1979 1980 Percent change

Alabama 37 19 -48.6
Florida 14 10 - -28.6
Georgia 61 V 24 -60.7
Mississippi 48 ' | 21 -56.3
North Carolina 47 31 %0
South Carolina 27 19 -29.6
Tennessee ‘ 33 2 -93.3 
Texas o 33 - 18 | -45.5
Virginia 49 | 29 ‘ -40.8

Source: U.S., Department of Agriculture, Office of Equal -
Opportunity, Equal Opportunity Report: USDA Programs—1980, pp. 53,
73-76. : : ‘
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and 4.4 percent of employees at grade levels GS-1ll or above.

Moreover, the proportion of loan specialists who are black actually

_declined from 6.8 to 4.8 percent between 1977 and 1980.60

" Also of concern is the racial makeup of FmHA county committées.
L 4 H
"(C)omposed of three individuals residing in the county, at least

two of whom are farmers..., (t)he committee'determinee the
eligibility of individual applicants and the limits of credit to;be
extended."61 Committee members are nominated by FmHA county
supervisors and appointed by FmHA State directors.62 In 1980,>4}3
pefCenﬁ of all FmHA eountylcommittee members were black, down frem
7.2 percent in 1979. From 1979 to 1980, the number of black
‘committee members dropped from 427 to 257, a 39.8 percent decline in
black-partieipation in 1 year, while total committee'membefship }ose
froﬁ 5,863 to 5,966.63 The loss of black committee members

appears most dramatic at the State level, where, for example,

59. Hispanics comprise 1.6 percent of FmHA's total work force;
American Indians, 0.59 percent; and Asians, 0.9 percent. These -
figires compare with a minority employment rate of 12 percent for
USDA and 23.5 percent for the entire Federal work force. USDA's
computer data entitled "EE0 Tracking Reports as of 9/20/80—-Grade
Distribution Summary”™ (PFT-GS, World Wide), pp. 20, 162.

60. USDA, 0Office of Equal Opportunity, Equal Oﬁportunity Report:
USDA Programs 1979, pp. 26, 28 (hereafter cited as Equal Opportunity
Report: USDA Programs—-1979). :

61. Equal Opportunity Report: USDA Programs--1980, p. 53.

62. USDA, Citizens Advisory Committee on Equal Opportunity, ReBort
to the Secretary (December 1980), p. 1l4.

§
P
'

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.

R
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'evaluations“56 and focused thgir protest‘initially on the
following selected grievances:
~— excessive delays in loan approvals: frequently loans are not

approved until July or August, after planting season, making it

difficult to repay the loans;

-— insufficient and inadequate loans, making it difficult to
accomplish neceséary tasks well, and hence, more difficult to repay
loans; |

-~ demand for proportionately greater amounts of COllgteral for
black farmers Fhan for whites;

-~ refusal to extend credit to beginning black fprmers.57

Subsequent to the deyoﬁstfatian,‘USDA's 0Office of Equal
Opportunity conductedya civil rights compliance investigation of
this local FuHA office. Theré were no findings of discrimination.58

‘The perceived and perhaps actual resistence to civil rights

compliance in the Farmers Home Administration may be explained, at

least in part, by low rates of mihority employﬁent in decisionmaking ‘

positibns. Blacks comprise 7.3 percent of FmHA's total work force,

' 56. Tom Burrell, sit-in participant, telephone interview, May 14,

1981.

57. 1Ibid. See also, ruralamerica, vol. 6, no. 2,‘Apriléuay 1981,
ppo 1, 40 ’

'58. Wilbert Williams, FmHA team leader, Compliance Division, Office
of Equal Opportunity (0OE0), USDA, interview in Washington, D.C.,
‘Aug. 21, 1981. The OE0 investigation report was not available at
the time of this writing. ' .




. 55. Ibid., pp. 13, l4.

90

Specific grievahces were also expressed against FmHA count§
conmittees, who determine eligibility of applicants and loan aﬁounts
to be awarded, basea on information and recommehdations pro#idéd by
. FmHA staff.
- A lafge nusber of meA Couﬁty Committees,
including the Leflore County and Marshall County
Committees, are étaffedAwith persons who.are

blased against Black and/or small farmers and are,

thereforg,,inéapable.of objectively evaluating
their loan applicationﬁ;s4

~= The Marshall County FmHA County Committee pursues
a policy and practice of making IOWfinterest loans
to- large financially secure White farmers who do

not qualify for such loans. This policy and-

practice ;syracially diaériminatory and reduces 6rv
depletes loan funds which would other&ise be
available to Plaintiff...as a Black farmer and
éther members of Plaintiff's Clasa.ss

In March 1981 Black farmers from Arkansas, Mississippi, and
Tennessee held a 21-day sit-in at a Tennessee county FmHA offic? to

protest what they perceived to be discrimination by FmHA. They

expressed concern with "cronyism and capricious loan

54. Ibid., p. 8.
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the amount of 140,881 acres per year. Between
1954 and 1974, Black owmed fgrm,acreage‘declinéd
from 18.0 percent to 5.8 percent of the total"

52
farm acreage.

Among the complainants' specific ailegationé were the following:

=~ FmHA pursues a policy of instituting foreclosures
against delinquent‘small and Black farmers rather
than refinancing theif loans; ‘ |

-~ FmHA pursues a policy and practice of makigg loans
to Qualifie& small and Black farmers which amount.
to 6n1y a‘small portion of the demonstrated |
financial need while maﬁing loans of 100 percent
bf the demonstrated financial need to large vwhite
farﬁers;

- FmHA pursues a policy and practice of denying
loans to Black and small farmers to lease land and
of'encouragihg delinquent Black and small farmers
to discontinue -farming and sell their land and

equipnent.53

52. Hudson v. FmHA, 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.
Madison, attorney, telephonme interview, Nov. 13, 1981.)

53. Ibido, PP 6"7. .
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or more acres of laﬁd and more than 10 years of farm experience;
none had knowledge of FmHA's economic emergency loan program. One
black férme: stated that he had asked the county supervisor whether

FmHA administered any loan program which might assist persons who E

production costs. He’was told that such a program did not exist a@d
advised to secure off-farm employment. In contrast, the | E , -
investigators found that a 21-year-old white male with no land

received a $137,000 economic emergency loan from this local FmHA . |

office to purchase a 30 acre farm in 1979 and an additional FmHA
51

H

economic emergency léan of $110,000 in 1980. :

Ancother compléint against the Farmers Home Administrgtion; filea
in U.S. District Court in December 1979, alleged discrimination
against blaék farmers 1ﬁ Mississippi:

- FmHA pursues a racially discrimiuatory policy and
practice in awarding, aupervising and servicing ‘ f
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 Missiasippi

declined from 46.8 percent to 15.2 percent of the
total farm operators. Between 1954 and 1974,

Black farmers in Hissiésippi lost farm land in

51. 1Ibid.
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-— 1ﬁordinate waiting pefiods bétween application and loan
 approval for blacks;
—— vabsence of deferred loan payment‘schedules for Blacks;
- réquirements.that some blacks agree to voluntary liquidation
as a condition to obtaining loans; and |

~=- digparities in the number and amounts of loans made to

blacks.

1

Data géthered 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 oﬁly 28.7 percent of the number of FmHA

49

farm loans awarded during 1979. 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

- available through anA.5°‘

OEO investigators interviewed six local black farmers working in

the area served by‘this FmHA office. Each of these farmers had 150

49. FoHA—Gates and Hertford Counties Compliance Review. This
information was included in the investigation report, but it was not
considered a finding of discrimination. OE0O has 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 between FmHA and Commission staff, Jan. 6, 1982.)
FpHA 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. 1Ibid.

=
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sell their property by the county supervisor....
These farmers are never informed of debt
‘restructuring loans or other FmHA programs for

persons who are delinquent... Nor are they

" informed of the proper procedure that FmHA must

i go through in foreclosing on secured interests.

Black farmers are‘téld that if they sell ;ui, the
FmHA or county supervisor, §ersonally, will give
them money to build homes somewhere other than
‘Gates or Bertkord County. Moreover, when sucﬁ a ‘ :
farmer does sell out, a purportedlyipublic sale
is held.  All propgrtyhsold is usually purchased .
by a select groué of White landowners or timber
_entrepreneurs in the two counties.47 ‘
Initiated aska result of the above-mentioned complaint, an ;

1nves;1gation conducteﬂ by USDA's Office of Equal Opportunity (OEO)'_

~ confirmed #hat there were equal oppértunity violations at this FmHA%

office, 1nc1uding:48

- discrepancies in‘the real estate appraisal of farm.land

owned by blacks (used to determine potential collateral); i

47. 1bid. o | -

48. USCCR staff review of USDA/OEO compliance review file,
“FmHA-7600~Gates and Hertford counties, North Carolina - Special
Projects” (hereafter cited as FmHA--Gates and Hertford Counties :
Compliance Review), Washington, D.C., Apr. 23, 198l. = See also, !
Equal Dpportunity Report: USDA Programs— 1980, p. 30, and chap. 5
of this report. _

S
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complaints were filed concerning farm operating and farm ownership
loans.aa. 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 to disrespect embarrassment, and

humiliation by FmHA officials.45 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
répayment schedulesbare accelerated without explanation; that loan
payments are applied to the wrong accounts (i.e., to pay off low-
interest rather th#n high-interest loans); and that creditors and

other businesses are routinely contacted by the county FmHA Office

" and informed that no loans will be made to these black farmers,

thereby preventing them from obtaining other credit, goods, and
services needed to continue'tﬁeir farm operat;i.cms.‘&6
There is a pattern and practice of Black farmers

being foreclosed, liquida:ed, or being forced to

- 44. U.S., Department of Agriculture, Office of Equal Opportunity,
-Equal Opportunity Report: USDA Programs-—-1980, p. 7 (hereafter

cited as Equal Opportunity Report: USDA Programs~-1980).

45. John Garland, attorney for the complainants, letter to James
Frazier, Director,voffice of Equal OpporCunity, USDA, Feb. 8, 1980
(copy in USCCR files).

46, 1Ibid. FomHA officials deny all charges of discrimination
against this county office. (Meeting between Farmers Home

Administration and Commission s:aff in Washington, D.C., January 6,
1982.)

EJ‘:Q: ”
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types of assistance are particularly needed by black farmers who may

be disadvantaged as a result of their limited education and training.
The his;orical circumstances that have militated against
survival of black farms, as well as the government programs,
includimg technological-research and commodity supports, which have%
served to place black farmers in furthér disadvantagebus, :
noncompetitive positions, have left black farmérs in particular neei
of the assistange which the Farmers Home Administrationiwas‘creaﬁed
to p?ovide.‘

Serious questions ha§e been.raised;'however, concerning the
appropriateness of many of FmHA's ;oans,‘and criticism haé focused
on tﬁe dsser;ion that the o:iginal intent and purpose of FmHA
programs has been diverted. Critics suggest that the greatest
beneficiaries of FmHA programs are often farmers who are not in thg y

_greatest need and who, in fact, could obtain financing elsewhere if ‘
they were required to do so. The result of thié alleged

_miéallocatidn of funds would be the depletion of resources avéilable,
for théSe most in need and the increasingly diséann;aged position |
in which strugpgling farmers are placed as they must compete with |
better-off farmers who succeed in obtaining FmHA :Einam:.in,g.":)3

Black farmers whe attempt to utilize FmHA resources believe they

often encounter special difficulties. "In 1980, 85 equal opportunity '

43. "FoHA'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 Miss., complaint

filed Dec. 21, 1979, at 130 !

. “'m l. .
AN
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“Each Agency Head 1s responsible for making sure

fhat all eligible persons, particularly minorities

and women, are.adequately informed of and

encouraged to participate fully in USDA ptograms,

the USDA policy of non&iscfimination and the

procedures for filing a couplaint."39

Several FuHA procedures, i1f 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 ioan or grant will meet the
applicant's needs; The employee receiving the application ﬁill make
sure that it is properly completed, dated, and signed, and will givé
whatever assistance is necessary";&o 2) When the farm home plan
indicates that the applicant has insufficient income, ‘alternative
plang of farm operation will be considered to attempt_td'overceme the

problem";41 3) Management assistance will be provided, including’

credit counseling, farm operation planning, record'keepiﬁg assistance,

borrower supervision, and analysis of borrower Operations.az ‘Thése

39. U. S., Depart. of Agri. Admin. Reg. 9 §24 (1976) (hereafter cited

“as 9 AR) (printed as appendix 1.4 to U.S., Department of Agriculture,

0ffice of Equal Opportunity, Title VI Enforcement Plan for the
Department of Agriculture, (undated), p. 82 (hereafter cited as Title

V1 Enforcement Plan).

40. 7 C.F.R. §1910.3(c) (1981).

41. 1d. §1910.7(b).
42. lg- 51924051, OSS"QBOQ
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loan but, due to low income, cannot pay the : ;
;egﬁlar interest rate on such loans. Due to the
complex nature of the problems facing this o
applicant;‘special help will be needed and more
supervisdry assistance will be required to assure v %
reasonable prospects for success. The applicant
may face such problems as underdeveloped 1
managerial ability, limited education, low-
producing farm due to lack of development or | ?
improved production practicga 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 « 5
reasonable standard of living when compared to
othef tesidenté of the community.37 | ' ‘
Déspite this lgngthy description of a limited resource farmer, these:
regulations do not provide specific eligibility criteria concerning i
farm siae,‘incoﬁe, orAéssets; ultimately the eligibility |
determination is subjective.
To tﬁe detrimenﬁ of black farmers, FmHA‘regulationsrdo not
" require outreach.>® However, the significance of outreach is %

recognized in USDA's Administrative Regulations, which state:

- 38, 1d. §1910.9 (1981). The State office may provide materials and:
information for outreach, but this is not reQuired;

-
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concerning housing loang] are somewhat subjective and result in

applicants not being treated fairly and consistently...¢"36 Upon

reviéwing 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 requireménta and verification of

credit-worthiness. It is likely that determinations of eligibility

e

for farm loans are equally subjective, for example, with respect to

L e

required farm experience, credit-worthiness, property appraisals,

and viability of farm plans. Lack of specific criteria fpr logn
determinations potentially enhances FmHA's flexibility and ability
to serve clients. It also creates loopholes which allow for |
diécriminatory treatment.
FmHA‘regulations governing eligibility for 10w~1ntefest‘11mited
" resource loans also leave much room for interpretation. They
describe in general terms the profile char#cterigtics of a 11m1ted}
resource farmer. |
{A] farmer or :ancher twho] is an operator of a
éﬁali 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 Uphold Fair Housing Laws™ (CED-78-21, Feb. 2, 1978), p. 30.
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are applied to loan applicants.33 However; the lack of
alternative credit may be self-certified by the applicant or based
on the judgment of the county supervisor.34 The decision to

réquire documentation 1is discretionary and prone to influence by

subjective factors, such as personal‘relatidnships and status in the -

community. In a study qf'one farm loan program, the General

Accounting Office (GAO) found that in a significant'numbér of

instances, ”c:edit elsewhere” tests were never applied and many FmHA

borrowers could have found sources of credit other than FmBA.35

The problem of subjectivity permeates much of the FmHA loan
decision proceéss. Evaluating another loan program, GAO found that
“FmHA lacks specific criﬁeria for approving loéns; consequently

decisions made by local FmHA county supervisors [in this case

33. Structure of Agriculture, pp. 119, 121; U.S., General
Accounting Office, Farmers Home Administration and Small Business
Administration Natural Disaster lLoan Programs: Budget Implications

and Beneficiaries (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, pp. 26=37. Regulations
recently published governing FmHA's disaster and economic emergency
loang have been revised to require stricter "credit elsewhere”
tests. ? C.FoR.-§1945. 56(b). 1945.105 (1981)0
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young farmtfamilies, [who] ﬁavg had an

~opportunit& to buy [their] first plece of land,

small minority farmers,vespecially in the South

and Southwest Qnd many Indian farmers.30
FmHA acknowledges that these small'family farmers and minoritie;
have been unable toiobtain sufficient credit 1n,theApast.31 Under
limited resource loan conditions, low-income farmers are eligible

for farm ownership and operating loans under special terms ;nd at .
reduced interest rates.32

As é lender of last resort, the goals of the Farmers Home
Administration ép@ear to ﬁe clear. ' However, regulatiéns intended to
implement these goals leave room for a wide range of subjectivé
interpretation.

For example, to ensure that FmHA serves only those who are

unable to obtain loans from other aources; "eredit elséwhere“ tests

30. H.R. Rep. No. 95-986, p. 1l.

31. Gordon Cavanaugh, Administrator, Farmers Home Administration,
USDA, statement before the U.S. House Coummittee on Appropriations,

Subcommittee on Agriculture, Rural Development and Related Agencies,
96th Cong., 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. '

B e TS SRV
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Rather than érovidiné public credit to very large
farmers, the USDA report.states that “[t]he subsidiés could
be befter spent helping small farmers, minorities and others
increase their stake in society by gaining access to the

w6

land. And for those farms with sales under $5,000 . .

annually, which are "genuinely poor and have few off-farm

N s B N SBad
. j

‘employrment opportunities....FmHA assistance might be the best
ﬁeans, economica11y and socially, of poverty relief.”27 |
Where shpervised credit would permit the development
SO o ~ of a viable supplement#ry‘enterprise that would
efficiently‘empioy otherwise under-used resources,
FuHA assistance would appear to be in the public
interest....Since the aggrégate resources‘involved
are small, the overal} impact on the efficiency of
resource use would be minimal.28
In 1978 Congress created limited resource loans for farmers who
need special as_sistance.29
Included are thoag with limited resoﬁrces;

beginning farmers, and owners or operators of

émall or family farms with a low income, such as

26; Ibldc ’“ pc ]-23‘I
27. 1bid., p. 119.
28. 1bid.

29. Agriculture Credit Act of 1978, Pub. L. No. 95-334, §113, 92
Stat. 424, codified at 7 U.S.C. §1934 (Supp. III 1979).

- —————c— WY S AT
i - -

R T
IR


http:minimal.28

77

farms are assured "fair and competitive access to funds through
privafe 1enders.”23 ‘
Assuring that farms of moderate size receive needed funds,

accordiﬁg to the USDA report, 1s "consistentvwith the goals of
éfficiency; preserving a pluralistic égriculture fdr‘fesiliency and
future flexibility, providing economic opportunity for‘more people,
and ultimate food sécurity."za‘ Under these éoals, an important
segment of the farm population in need of FuHA assistance are
"limited resource farmers”,

[whoge farms] are not largg enough 1in ﬁheir

,operatio;s and sales to generate adequate famil}

incomes, need more resources to be efficient, and

3

are at a competitive disadvantage relative to
" larger farmeré....[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 ﬁhekpluraliam and
divetsity necessary for a robust, competitive and . ' i

more shock-resistant agriculture.,z5

23. Ibid. ] p! 119Q
24. TIbid., p. 120. ’ : | - -k

25. 1Ibid., p. 119.
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Historically, Congress has intended the Farmers Home

Administration to be the "lender of last resort”--a source of

financing for those borrowers who cannot obtain credit

'elsewhere.18 This;aocial function distinguishes FuHA from

commercial lenders that operate to minimize their financial risks
and maximize their profits. The fact that the public, through its
téxes, assumes some degree of the risk,is a reflection of the social
value placed on maiﬁtaining a strong and diverse agriculturai
sector.lg |

Accerding to a receﬁfly publishéd.USDA report, as a public
lender; FnHA's role should be consistent with the twin goals of
achieving efficiency in agriculth:e and slowing trends toward
conﬁentration of -agricultural producﬁion in the hands of fewer and
fewer producérs.20 Thus, the USDA report finds that "FmHA has no

compelling reason to provide loans to‘[very large producers],
21

certainly not those with annual sales above $200,000,"“" and

probably not those with sales over $100,000. The‘public interest is
not served by subsidizing farms that are larger than necessary to be
efficient and that teduce participation and competition in

agriculture by consolidating\smaller farms.22 Furthermore, large

18. Structure of Agriculture, p. 118.

19. 1Ibid., pp. 119, 123.
200 Ibﬂ.do, p. 1210
21. 1Ibid.

22. 1bid., pp. 120-121, 123.
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billion were farﬁ loans.l4 The agenéy obligated almost $7 billion
in farm loans in fiscal year 1981.15 |
Traditibnally, farm loan prbgtams were limited to individual
family-size farms. In 1978 amendments to the Cénsolidated Farm and
Rural Development Act16 extended eligibility for FmHA loans to
private corpQrations, cooperatives and partnerships, if they are-
~controlled by family farmers and rgncﬁers engaged primarily and
direétly in farming or ranching. However, the intent of this change
in eligibility éritefia was not to reach out to larger, nonfamily
farms which had préviously been ekcluded, but to "bring eligibiiity
requitements mofé in line ﬁith the current trend, whereby farm
cooperatives, parfnerships, and corporations are established to own

or operate fémily size farms and ranches.“l7

14. Dwight Calhoun, Acting Administrator, FmHA, testimony before
the U.S. House Committee on Appropriations, Subcommittee on

Agriculture, Rural Development and Related Agencies, Mar. 19, 1981,
p- 30 . N

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 198l. 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. 954334; tit. 1, 92
Stat. 420.

170 ,H'R' Repo No. 95"986, P 60
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more than 13,000 loﬁns to tenant families for the purchase of

)
farms.g

In 1946 Congress passed the.Farmers Home Administration Act,lo
combining the FSA and the Emergenc§ Crop and Feed Loan Program into
the newly created Fafmérs que‘Administration‘and gilving FoHA the
guthority to ineure.loans made by banks, other agéncieé,»and.private
individuals, in addi;ion to making direct government 1oans.11 In
1947 Congress began to broaden significantly the rangé of FmHA's
services to rural communitieé. Legislation enacted over the next 30
years;has expanded FmHA's aﬁthority to pfovidg, in addition to
farmer pfograﬁs, rural loans for individual home ownership, ﬁome
repairs, const;uction of rental housing, self;help housing,Afarm
labor housing, water and waste disposal systems, community
facilities, business and 1ndustry,vand area developmént.lz

Today, the Farmers Home‘Adminigtration 1s the pfincipal public

lending agency for farmers and rural communities.,l3 In fiscal .

year 1980, the agency obligated almost $13 billion, of which $6.3

9 . Ibid . )
10. Farmers Home Administration Act of 1946, ch. 964, 60 Stat. 1062.
11. "A Brief History of FmHA," p. 1l12.

12. 1Ibid., pp: 113-162.

13. U.S5., Department of Agriculture, Structure of Agriéultufe
(Januvary 1981), p. 113 (hereafter cited as Structure of Agriculture).
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Supervised loans were part of a‘govefnment-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 céoperation ﬁith the borrowing family. ' The

plans were designed to ensure the use of good‘A

‘farming practices and to fit ﬁhe needs of the

families taking part in the program.6

The concept 6£ government supervised credit was reinfarced in

1937 with the enactment of the Bankhead-Joﬁes Farm Tenant Act,7
which authorize&~40~year loans for farmeré unable to obtain credit
elsewhere to buy land or improve their farms or homes. At this
time, the Resettlement Administration was renamed the Farm Secqrity
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

8

and economic programs.; Between 1937 and 1941 the FSA also made

6. Ibid.
7. Bankhead-Jones Farm Temant Act, Ch. 517, 50 Stat. 522 (1937).

8. "A Brief History of FmHA", 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.
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approved or disappteyed.2

The Farmers Home Administration has served ae a primary sedrce
of agricultural lending for limited resource and low-income farmers
since its inception.3 Created in 1935 as the Resettlement

Admini.stration,4 it emerged as part of the New Deal to assist the

rural poor to "re-establish themselves on a self-supporting basis,”

by providing more than 300,000 supervised short~term loans, often

supplemented by grants, in a 2-year pe_riod.5

2. U.S., Department of Justice, Civil Rights Division, Evaluation
of Title VI Enforcement in the Farmers Home Administration of the
U.S. Department of Agriculture, (November 1980), pp. 5-7 (hereafter

cited as Evaluation of Title VI Enfor&ement).

3. H.R. Rep. No. 95-986, 95th Cong., 2nd Sess., reprinted in [1978]
U.S. Code Cong. & Ad. News 1106, 1121|(hereafter cited as H.R. Rep.
NO- 95’-986) .

4. The Resettlement Administration was established as an
independent -agency in 1935 and assigned to the Department of .
Agriculture in 1937. U.S., Department of Agriculture, Parmers.Home
Administration, "A Brief History of Farmers Home Administration,”

1980, reprinted in Agriculture, Rural Development and Related

' Agencies Appropriations for 1981: Hearings before the Subcommittee.

on Agriculture, Rural Development and\Related Agencies of the House
Committee on Appropriations, 96th Cong., 2d sess., pp. 110, 111
(1980) (hereafter cited as "A Brief History of FmHA").

5. Ibhid.
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Chapter 4

Farmers Home Administration Programs

The Farmers Home Administration (FmHA), within the U.S.
Department of Agriculture, has the potential for providing the
immediate assist#nce §0 urgently negdéd by black<farm opefators to
prevent the further loss of‘Fheir land. The stru&turé, historical
mission, and pufﬁose of FmHA ﬁake 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 locﬁfed in 50 States, the Pacific
Trust Territory, Guam, Puerto Rico, and the Virgin Islands. FuoHA
employs approximately 8,000 permanent full-time Federal staff
nationwide.l Reporting to USDA's Under Secretary for Small
Community and Rural Development, the Administrator for FmHA
coordinates the management of FmHA programs, establisheé policies
and regulations, appoints State directors and allocates funds to the
States. State directors provide overall direction at tﬁe State
level, while distfict directors provide supervision to county
offices. The county offices are the primary point of contact for
most rural individuals and organizations seeking FmHA assistance,

and 1t'is.at the county level that most individual loans are

1. U.S.; Department of Agriculture,'Farmerb Home Administration, "A
Brief History of the Farmers Home Administration (January 1981), p.
1.
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priorities for research and technology as well as in the tax

structure and govefnmeht_fa:m subsidies, ﬁhis report focuses on the

more immediate benefits which could derive from programs

administered by the Farmgrshﬂome Administration of the U.S. _

Department of Agriculture.
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interests.fso The Emergency Land Fund found that most landowners

in their survey mistékenly Believed‘that an heir;s interest cannot
be sold without the consent pf all>tﬁe heirs, and that heirs in
possession of the land have superior rights to the land. Based on
ELF's survey, 89‘percent ofjthe black landowners in‘tﬁe Southeast
cah be expected to die without making wills.SI»
Summary‘

Historically, racial d;scrimiuation in credit and in the selling

of land has resulted‘in smaller and less producti&e landholdings for

blacks. These disadvantages have been compounded by current lending

practices, research, technology, Qommoditykprice and income

supports, and tax structures wﬁich are geared to benéfit large farm
operations. Thus, black small farm operators have been piaced in

increasingly disadvantageous and noncompetitive positions vis-a~vis

. predominately white large farm operators. The disparities resulting

from these structuralAinequities are further exacerbated by a
history‘qf‘ra;ism, 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
couﬂtry if immediate measures afe not taken to counter'theibiases‘

presently built into the system. While changes need to be made in

80. 1Ibid., p. 115.

81. 1Ibid., pp. 114, 115.
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partiiion sales.78 :

Tax sales occur when landowners fail to pay property taxes.

Heir property is particularly susceptible to'conflic; or confusion

regarding tax responsibility. Heirs may have different sized shares

in the property and different interesfs in maintaining it. Often,

one heir occupies the property éné pa§s the taxes. Upon his or hét
death, or 1n.the‘ev¢nt‘that this heir| fails to keep up'§n tax
paymerits, confusion among the other, often widely disPerse&, heirs
may immobilize them from taking the action necessary to save the
land.
-Heir property is r#relyAimproved or developed, due to the threat
'of partition sales and the difficulty of obtaining credit on partial
interests in the property. '“In fact,va thifd more heir than .
non~heir property is not being used at all."79
| A historical diétrust‘of the iegal syst;m and of writing wills

. and misconceptions'fegarding the rights of heirs combine to

perpetuate theitradition of heir property among blacks. “Estate

planning through testacy was not incorporated into black thought
because blacks felt that they could not trust or rely on a legal

system which had ttaditionally failed to protect their

78. The Impact of Heir Property, pp- 45 291. According to the
Emergency Land Fund, judges are believed to have benefited from
partition sales also. For example, one probate judge who “entered
public office owning an insignificant amount of land,” according to

ELF, now owns an “"estimated 15,000 acres in a county that is eighty
.- percent. black.”

) ?9- Ibido. P 750
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case, the laﬁd is lost to an oﬁtside biddet.7a :In some cases, thé.
~land is bought below market price by a speculator who initially
urged one oé the heirs to sell his/her interest.

Thus, heir property may fall prey to "sharp” practices,
"pragtices which are, although téchnically legal, clearly
unscrupul&us."?s The usual such practice involveahpurchasing one
héir's interest in a p:opetty with the intent of nltiﬁately forcing
all of the heirs to a partition s#le.76 "ees[T]he purcﬁasers at
these [partition #nd]'tax sales are almdst always white persons,
frequently local lawyers or relatives of the local officials, who
make it theit,bdéiness to keep abreast of what properties are going
77

to auction and who attend the auctions prepared to buy.”

Attorneys, seeking legal fees, have also been known to instigate

74. 1In Alabama, on July 17, 1979, a new law was enacted allowing
‘heir owners to buy out the interest of a departing heir by
purchasing the heir's share at a price determined by a court
appointed appraiser. Under 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,
§35-6~100 (Supp. 1980). '

75. The Impact of Heir Property, p. 45.

76. 1Ibid.

77. Robert S, Browne, Only Six Million Acres: The Decline of Biack
Owned Land in the Rural South (New York, N.Y: Black Economic
Research Center, 1973), pp. 53, 55.
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division of ownership. No one individ

lual holds title to the heir

property. Often, heirs move out of the area; sometimes their

whereabouts are unknown.

To determine the impact of heir pr
Congress in 1978 authorized the UfS.'D
study the_problem,71

contracted to perform the research. T

and the~Emergenc9»

operty on black landownership,
epartment of Agriculture to
Land Fund72 (ELF)

hrough a sample.survey, ELF -

found that 27 percent of all black-owned land parcels in the

Southeast are heir propery . An avera

each of these parcels, and an average

owners live outside of the Southeast.73

ge of eight people jointly own

of five out of these eight

Helr property is particularly susceptible to partition and tax

sales. Partition sales result when one or more heirs wishes to sell

his or her share of the property, but

a consensus as to how the property can

-to sell a share. Upon being petitione

court may auction off the entire piece

the heirs are unable to reach
be divided equitably in order
d by one of the heirs, the

of land, and if none of the'

heirs can afford to purchase the entire parcel, ﬁhieh is often the

| 71. The Housing and Community Development Amendments ‘of 1978, Pub.

72. A private, non-profit organization founded in 1971, the
Emergency Land Fund addresses the problems of black land loss by

providing outreach, technical assistanre, and legal support to black

farmers.

73. The Impact of Heir Property, p. 6

2.
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In addition to credit, black farmers historically have had

. difficulty gaining access to-agricuitnral lana.

With most land in the hands of white owners,

Negroes have often fﬁund it difficult to be |

considered as pdtential buyers, unless the mafket

was poor. For example, in the heart of the

tobacco'country‘in eastern North Carolina it was

not uncomﬁon in the 1950's for auctions‘of

farmland to begin with a statement that bids

iwould be received from thte persons only.69

The legacy of this discrimination persists, particularly in regard

to the rental of land, an iﬁportant méané for blacks to expand their

farmms. "...[S]ome smail farmers have experienced difficulties in .

obtaining and keeping rentaliagreemente with land owners who have

turned over much Qf the prime‘land’tovlarger operators....For black

farmeré, the problems are compounded by racial discrimination.;70
The proBlems which blaéks face in obtaining credit and deﬁeloping

their land are exacerbated by their traditional ownership of heir

property-land.inhetiﬁed without a will. Land passed down through

generations without the existence of wills frequentlf is conveyed

among an extended family of cbusins, aunts, and uncles in a complex

69. Beale, "The Negro in American Agripulture," p. 196.

70. Marshall, Small Farmers in the South, pp. 59-60. Also, see
Land and Minority Enterprise, pp. 13-14.




LUUHS

PRLIVE. LW

¢
)

64

creﬁit stru&tﬁres*aeems to be widespread.
‘Conditions vary greatly from’county to county,
butfall‘too many Neg;oes‘are‘apprehensivé of
attempting to purchase_land or to encumBer the
'1and.£hey may alreadf have . %

One survey of 147 black landowners in Tehnessee found that 96

percent of those interviewed believed that black land loss was
primarily due to illegal means; 88 percent attributed;biackAland
1oés to two major factors: 1) thé ref&aal of mortgage companies to
make lcans to blacks, and 2) persons in official capacities .working
together to gain possession of black;o$ned lagd.G? This deep
'distrust, combined with lq;k of knowleége regarding possible loan
prog;aﬂs{ prevents blgcks from utilizing much needed 1end;ng
sources. For example, in anothgr survey of black landowners in the
South, fewer thanlls percent of the reépondents had evef éppliéd for
agricultural loans through the Farmers Home Administration — the(

institution with loan programs created to meet most appropriately

the needs of.these struggling‘farmgrs,68

66. Beale, "The Negro in American Agriculture,” p. 196.

- 67. Leo McGee and Robert Boone, "A Study of Rural Landownership,
Control Problems, and Attitudes of Blacks Toward Rural Land,” in The
Black Rural Landowner-Endangered Species, p. 62.

68.‘ Emergency Land Fund, The Impact of| Heir Property on Black Rural
Land Tenure in the Southeastern Region of the United States (January
1981), p. 363, (hereafter cited as The Impact of Heir Property).
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.Black farmers have difficulcy obtaining necess#ry loans. The
policies of traditional lending institqtions‘generalldeo not serve
the interests of sméll farmers.64 For instance, many insurhncé
companies, which finance the bulk of farm loans in this country,
require loans to be at least $100,000. While commercial banks lend
lesser émounts, they often fequire repayment within 5 years, a term
too short for»the average black land owner. Federal land banks tend
to require amounts of collateral that aré too great for blacks to

qualify. And finally, financial institutionms, including the Farmers

.Hdme Administration, have a reputation for discriminatory lending,

which poses a regl, as well as a psychological, barrier for
:blacks.65
The perception of discrimination in credit and land'trah;acinns
seems to be widely held among blacks:
- There 1is ..; the legacy of racial discrimination
and distrust to combat:....[D]istrust by Negfoes

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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62 According»tb a study relating farm size

it was only $12,888.
and black displacemént, "displacement of black operators on large
farms, though less than on sma;l farms, was high enough to make one
suspect that inability to acquire capital was more important than

concentration on small farms in determining the blacks survival rate .

in agr;iculture."é3

5 62. 1974 Census of Agriculture, p. 1-95. Farmers Home
A - Administration officials pointed out that on a per acre basis (based
S on the average sizes of black and white-operated commercial farms in
the South) the average debt per acre for blacks was only slightly
lower than that for whites. (Meeting between Farmers Home
) Administration and Commission staff, Washington, D.C., Jan. 6,
S . -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 nece%sary to operate and, often, a
greater proportion of land on small fa&ms is developed. Hence, the
value of land and buildings operated by blacks, on a per acre basis,
is 34 percent greater than that for whites. On the average, for
each dollar in debt, black farmers had| $4.77 worth of land and
- buildings as assets, while whites had only $3.70 worth. (1974
Census of Agriculture, pp. I-94, 95.) lIn other words, as potential
loan leverage, on the average, blacks have assets in land and
buildings valued at 29 percent above those for whites for every
dollar in debt. This suggests that, given equal leveraging power,
‘blacks are not receiving loans equal to whites.

63. Virgil L. Christian, Jr., and Adamantios Pepelasis, "Farm Size
and the Displacement of Black Farm Families in Southern
Agriculture,” in Human Resource Develqpment in the Rural South,
Center for the Study of Human Resources (Austin: University of
Texas, 1971), p. 19.
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The relevance of this for the structure of the
farm sector is that the larger producers received
greater payments ahd are 1ikg1y the ones who can
.use the tax and othef ﬁrograms in combination to
the greatest advantage. This, of course, would
increase their competitive edge in. bidding for,
band being able to make payments on, additional
land and machinery. Thus, the way payments were
distfibuted by the’Government perhaps_contributed
~to the consolidafion of sﬁaller farms into feﬁer
and'léréer farms.5° |
To remain in a competitive position, even the most
well—éstablished farmer must aggressively expand by using borrowed
funds.61 And it is esbecially.true that black small farmers need
. borrowed_opera:ingicapital to.acguir; laﬁd,‘machiﬁery and equipment,
livestock, and supplie; if they are to survive in farming. Hdwever,
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. 1Ibid., 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 @griculture, p. vi.

- 61.. Structure of Agriculture, p. 76.
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income of farmers struggling because f

the increased production resulting from new technologies.

price and direct income support paymen
volume of production, thus benefiting
large farm operators.58 Accordipg to
of direct income support p#yments unde
farmers who did partiéipate in suppbrt
f#rmers
£ of all payments.

percen The size of

swall farmers to $36,000 for farmers w

did not), the smallest 30 perc

ood prices were depressed by

However,

its are closely tied to the

those who need them least—-

a study of the distribution

r 1978 farm pfograms, of those
Vprograms, (and most small

ent received less than 4

payments ranged from $365 for

ith more than 2,500 acres.

The coicentration of payments among a few large farmers was greatest

in cotton and rice areas of the South.
Thus, large farmers benefit most f
which Iin turn enhances their ability t

more land aqd improved technology, res

9

rom farm commodity programs,
o borrow and invest capital in

ulting in increased production

on their part and a progfessively increasing disadvantage’ for small

farmers. The U.S. Department of Agric
structure of agriculture, acknowledged

may contribute to the loss of small fa

58. Structure of Agriculture, pp. 101;
in the South p. 73.

59.

Structure of Agriculture, pp- 101

ulture, in its report on the
that these government programs

IS

~02; Marshall, Small Farmers

'02 .
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farms in the South sell hogS'and‘pigs, 33.3 percent of all southern
black farmers are hog farmers;55 "Over Qne-half of the hog

farmers in the South report thét hog sales are their princip#l
AOugce of farm 1pcope."56 -

Confinement technology threatens tb displace those minority and
small farmers whb‘utilize labof intensive technology and-canﬁo;
benefit from tax laws which faVorécapital investment. Tax advantages.
© are bestoﬁed only on those with capital to invest, and particul#rly
on those in high iﬁcome brackets: | |

A high-income investor in a hog factory using a
combin&tioniof tax credits and‘deddctions can
recover one~half of his initial [personal]
investmenf in the facility in the first year;
over the life of the facility, depending on
circumstances, hercan recover from 80 to 100

percent of that investment in the form of reduced

taxes.57

Government farm price and income support programs pfovide
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. I-96.
56. "Take Hogs for Example,” p. 3.

57. 1Ibid., p. 19.
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accelerated depreciat;op, deductions on expeﬂses and interest, and
cash accountingszyréap benefits for investors, particularly those
in high income tax brackets.53

Small End minority farmers are competitively displaced, as tax ‘

incentives encourage large 1nvesto:s to transform labor intensive

- industries into capital intensive industries. For example, in

addition to tobacco, hog farming has b@en’traditionally labor

intensive. However, no§ farpers raising hogs with human care must
compete with capital intensive, automaFed confinement centers
deaigned with climate control to Spegd.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

kept in close quarters.sa While 16.5 ﬁercent of the commercial

|

52. "The cash accounting method 'enabﬂes costs to be deducted prior
to the realization of the associated income....The tax losses
generated by this...are not true economic losses but are artificial
losses, which allow the postponing of taxes. -They amount, in
essence, to an interest—free loan from the government....ﬂther
provisions...enable an investor to convert ordinary income into
capital gains income, taxable at a lower rate.” Marshall, Small
Farmers in the South, p. 70.

53. 1Ibid. See also, Center for Rufal Affairs, “Take Hogs, for
Example. The Transformation of Hog Farming in America” (draft)
January 1981, p. 19, (hereafter cited as "Take Hogs for Example.”)

540 Ibido, P So
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wili find it increasingly d;fficult_to compete.s0
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 fobacco acreage per"
farm has increased. Large acreages of tobﬁcco
per farm are necessary to jﬁstify 1nvestmenf in
labor-saving-téchnology"es1

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
lowfincome tax brackets, do not benefit ffom a tax sténcture which
‘ rewafds capital investmeni.' These farmers must get their gtart and
often survive in farming by relying heavily on labor 1ﬁtensive crops
ﬁnd animals that require minimal capital outlays and machinery.
ﬁowever, tax subsidies provide incenti?es 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, 0Oct. 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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. { .
do white farmets.47 Uﬁfo:tunately, this
farmers to work marginal lands intensivel

in the short term, runs counter to the ne

historical need for black

y, to increase production

ed for conservation and

land rotation practices which maintain the fertility of farmland

over timewés

Black farmers are currently suffering

-

from the impact of Federal

research in the tobacco industry and the creation of mechanical

harvesters and bulk storage. In 1969 more than one-third of all

black commercial farmers concentrated the

traditionally, labor-intensive, small acr

survey conducted in North Carolina, Georgia, Virginia, and South

Carolina found that the number of farmers

ir farming on tobacco, a

eage Crop. However, a

harvesting flue-cured

tobacco dxopped by almost 30 percent between 1972 and 1979.  (Data

by race weére not available for 1979, but 1n 1972 about one-fifth of

the surveyed farmers were black.) With the recent introduction of

new technclogy, about 20 percent of the. flue—cured tobacco in the

surveyed area 1s being harvested by mechaqical harvesters and 61 .

percent is being stored .in bulk barms, enébling.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 greater proportion of their land into cultivation, when
computed on a per acre instead of per farn basls, blacks are
returning a greater profit than whites. However, since their
overall farm acreage is smaller than is that of whites, their total
profits are still lower. Land and Minority Enterprise, p. 20.

48. 1Ibid., p. 23.

49. Marshall, Small Farmers in the South,

p. 73.
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institutions was enacted into la{er.&5 Hovevef, while the funding
for black landégrant colleges has increased since 1972, these
colleges remain considerably far behind in their capacity to impact
on the problem of black farmers.

Current résearch emphases on lafgefscalé, capital intensive
technology result in incre##ed production keeping commodity prices
lower than\they might otherwise be. However, this situation creates
a2 "treadmill™ br “speed-up” effect, whereby farmersrmust increase
prodﬁction in order to simply keep pace and maintain their standard
of living. Black small farm operatofs, who cannot #fford, or use
efficiently‘on.small screage, new large scalé technology to increase
their output, fall behind.?® In an effort to cbmpensate for the
disadvantageous economies of scale related to their small farm
operations and to mainfain theirvprofits, black commercial farmers

continue to put a greater proportion of their land into crops than
k) .

45. The Food and Agriculture Act of 1977 established an
appropriation funding formula for agricultural research at black
(1890) land-grant colleges 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 Katch Act. 7
U.S.C. §3222(a) (Supp. III 1979).

b6. Some Problems Impeding Economic Improvement of Small-Farm

Operations, p. 23. See also, "The Negro in American Agriculture,”
po 180. . '




54

white land-grant institutions, founded in 1862,40 have received
congressionally authorized Federal research monies since 188?."‘1
In an attempt to compensate for this disparity in fundihg; USDA

allocated Secretary's discretionary money [to the black ldnd-grant

. ‘ 2 A
colleges between 1967 and 1971.? However, this funding amount,

totaling $1,415,000 for the black land-grﬁnt institutions, was less
than one-half of 1 percent of the congtesdiona;1y<aufhorized amount
received by the white land-grant colleges‘during the same

period.43 ~In 1972 Congress began to appropriate annual research
monies for the black land—grdnt institutioéns,44 and in 1977 a
formula tying tde funding levels of the blfck land-gtdnt

institutions'to.the'funding levelé of the ﬁhite land-grant

40, Morrill Act, ch. 130, 12 Stat. 503 (1862) (current version at 7
U.S.C. §§301-305, 307-308 (1976)) provided for the establishment of
a college in each ‘State emphasizing agricultural and mechanical
arts, as well as instruction in classified, scientific, and military
subjects. The first Morril Act did not contain specific provisions
for the education of blacks.

41. Hatch Act, ch. 314, 24 Stat. 640 (188?) (current version at 7
U.5.C. §§361a-361i (1976 and Supp. III 1979))

42. Fishback Interview. Such expenditure was authorized by the Act
of Aug. 4, 1965, Pub. L. No. 89-106, 79 Stat. 431. .

I
43. Data entitled "Science and Education Administtation Cooperative
Research: Appropriation History,” (1960—1980), provided by the
Science and Education Administration, USDA.

44. Authorized under Pub. L. No. 89-106.
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..;[A]griculturaI‘:esearch,and extension have
provided the baéis for a highly efficient, h;ghly
capitalized, and highly innovative agriculturg.... |
At the samé time, large~scale enterprises have

been the pringipal beneficiafies of agriculture - | ;

S 3
research 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'potehtial these institutions have for

assisting black and small farmers. Though the traditionally black

land-grant institutions have been in existence since 1890,38

Congress appropriated no Federal funds for them to cgyddct

agrichltural research until 1972.39 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. §§321~326, 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 i
and Education Administration, USDA, interview in Washington, D.C.,

Nov. 12, 1980 (hereafter cited as Fishback Interview).
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conducted in October 1980.3§ Most agric
which is conducted by pﬁblic tax-support
“"has beer. directed toward the developmen
strains &nd machinery not pérticulérly a
small farmers.”aé To the contrary, this

capital intensive, large scale farming:

ultural research,‘mﬁch of
ed land grant institutioné,
t of crops and livestbck
daptive to the néeds of

research is geared to

.+««USDA and the land~grant colleges have not made

a concerted effort to solve pro

blems impeding the

economic improvement of small-farm operationms.

USDA and the land-grant gollege
great extent, 1) evaluated the
social impacts of production-ef

nor 2) determined the assistan

s have not, to a

economic and

ficiency research

ce that small-farm

operators need to plan for and Ldjust to the

35

changes brought about by such research....

33. U.s., Compﬁroller General, Some Problems Impeding Economic

Improvement of Small-Farm Operations:

What the Department of

Agriculture Could Do (RED-76-2, Aug. 15,

1975, hereafter cited as

Some Problems Impeding Economic Improvement of Small Farm

Operations).

Also, U.S., General Accounting 0ffice, Agricultural

Research and Extension Programs to Aid Small Farmers (CED-81-18,

Oct. 17, 1980, hereafter cited as Agricu

Extension To Aid Small Farmers).

34. Small Farmers in the South, pp. 55,

35. Some Problems Imﬁeding Eﬁonomic Imp

ltural Research and

78, 79.

rovement of Small-Farm

Operations, p. 8.
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_their small landholdings, black commefciai farmers invest in less

machinery and earn smaller profits per farm than do white farm .
Opérators.al |
Hoﬁever, existing economies of scale afe not necessarily‘inherent
in nature; rather, they derive from an emphasis on research
(inéluding that which ié federally funded) and resulting technology
that has been éeared‘towards large scale farming:
Thé economies of size might be as fhey are in part
because of the past focus of public.research on
such things as latgg-scale equipment and technology
ba;ed on inexpensive‘enefgy and inexpensive
'capital.A If more research could be focused on'
: making efficient complements of machinefy for
smaller farms and on energy4efficien; practices,
thus changing the cost curves, perhaps this yzould
permit a more pluralistic farm sector in terms of
size mixes and less concentration of pfoduction
'into one or two size categories.32
Technology and the overall impact of agrichtural research have
threatened the survival of small farms, according to a U.S. Genéral

Accounting 0ffice (GAN) 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 Nffice of Minority Business Enterprise (1976), p. 23 (hereafter
cited as Land and Minority Enterprise).

32. Structure of Agriculture, p. 67.
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The adverse conditions‘which hisf
still exist to some.extent today.
coﬁﬁetitive disadvantage faced by bla
relatively‘small size of.their landho

commercial black-operated farm in the

1ldings.

3ri¢a11y affected black farmers
Mosi significant is the

k farmers due to the

While'ihe average

South is 128 acres, the

average white-operated farm is more than three times that size -

428'acres.29

The’ relatively small size of their landholdings

combine with current economic conditiﬁns, governmental policies, and

institutional practices to place black farmers at a competitive

- disadvantage with large farm opératoré and investors, most of whom

are white. Economies of;scale,30
benefits, government price and income
lending all militate against the survi

farms.

research and technology, tax

supports, and commercial

val of black~operated small

Disadvantageous economies of scale prevent black farmeré‘from

reaping the benefits of wmany technological advancements.

The cost

of basic equipment minimally necessary fo run a commercial farm is

much greater in proportion to the numb

the average black farmer than it is fo

29. 1978 Census of Agricuiture, vol.

30.
- maximizes efficiency, increasing outpu
cost per unit of préduction.

er of aéres‘of land held by

r white farmers. Because of

1, pt. 51, pp. 118, 209.

Expanding an opefation, such as a farm, to optimal size

t while cutting the average
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and nonfarm skills.26

Small...farme?s, even ifv;hey were not as
: effiéient as larger ones, could remain in farming
on a competitive basis so long as they could earn
at least as much f:om their total family labor
and nonlabor resources as they cou;d in oﬁher‘v
jobs. aGivenvthe relatively low education levels
of many small...farmeré, it is clear that other
opportunities for the labor ihey 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 Qight
work for themselves for consideraﬂly less than
-[they’would be willing to] in extern&lllsbor
markets....27
The social and economic costs of displacement of black fafm fam@lies
(for example, unemployment, welfare, urban crowding, alcoholiém) are
likely to be greater‘than the cost of assisting these families to be

- productive and self-sufficient on their own land.28

26. Ray Marshall, Small Farmers in Arkansas, Center for the Study
of Human Resources (Austin: University of Texas, July 1976) p. 34.

27. 1Ibid.

28. Ibido, pc ,60
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off-farm opportunities; only 41.5 percen

t of all farms operated by

blacks in 1978 made agricultural sales of at least $2,500

annuallyzo compared to 76.0 percent of a

Moreover, an additional 25,794 black-ope

11 white farms.zl

rated farms, which would

have been counted as farms under the Census Bureau's 1969 definition

of a farm,z2 were not counted under the.1978 census definition

based on their low level of commercial ptoductivity.23 The ratio

o - « I o .
. of excluded farms to counted farms was about 1 to 2 for blacks as

compared to 1 to 5 for vhites.z4 Thus, L disproportionate number

of black-operated farms were not counted
Agriculture. |

ﬁarrdwing‘the definition of a farm ai
productive farﬁs’“from data on which most

based” reflects an assumption that these

in the 1978 Census of

nd eliminating the least
r agriculture policies are

farms have little

agricultural impact or social significance.zs However, these

farms may actually represent the greatest employment and "earnings

potential avai;able for many farm families with limited education

20. 1978 Census ofﬁAgricglture, p. 209.|

21- X Ibidc, Po 3-

22. Between 1959 and 1969, the Census Bureau defined a farm as (1)
10 or moie acres producing at least $50 Vorth of agricultural
products for sale, or (2) less than 10 acres producing at least $250

worth of agricultural products for sale.!

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. Marshall, Status and Prospects of Small Fafmers in the South,

p. 19.
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four times that for whites in the South, 9 percent as compared to

2.1 percent resPectively.16
Higher rates of ungmployment and lower rates of participation in
off-farm emplo&ment for black farm operators hay be'a result of
limited off-farm opportunities.
.{The lower rate of pffwfarm employment for black
farm operators]... very likely reflects fewer |
opportunities for black farmers because of

discrimination in nonfarm jobs, age,17

education,18 and other employment~related

factors. Most important is the fact that the
», rapid growth ;n manufacturing employment in thg

rural South is taking place outside areas with

héavy black population concentrations.19

Despite their reliance 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
wag 55.9 for blacks compared to 52.6 for whites. 1974 Census of

Agriculture, p. I-95.

18. In 1960 more than "40 percent of the nonwhite farm people [in
the South] 25 years old and over did not complete as many as five
years of school (compared with 8 percent of the white farm
population).” Calvin L. Beale, "The Negro in American Agriculture,"
reprinted by USDA from the American Negro Reference Book, ed. ‘John
P. Davis (1966), P 188.

19, Marshall, Status and Prospecta of Small Farmers 1n the South,
pp . 29"'30 .
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States with the most black farmers.10

fSee appendix D.)

The median income of black farm families in 1978 was $7,584

compared to $17,323 for white farm families.ll

About 56 percent

of the income of farm operator families;éomes from nonfarm

12
sources.

the farm more than large farm operators;

disproportionately smaller landholdings

employﬁent than whites.la

In the 1974 C

In general, operators of small farms tend to work off

13 yet blacks, who have

»
have less off-farm

ensus of Agriculture, 32.7

percent of all southern commercial white farmers reborted

occupations other than farming as their

however, only 23.1 percent of the black

The unemployment rate for the black farm.

10. 1Ibid.

11. Farm Population, table 12, p. 16.
12. Ibid., »p.. 5.

13.

principal occupation;

farmers eo,reported.15_~

population is more than

Ray Marshall and Allen Thompson, Status and Prospects of Small

Farmers in the South, Center for the Study of Human Reaources

(Austin:

14.
reported working off the farm, while 32
reported.
reported working off the farm more than
47.9 percent of the blacks.
the Census, 1974 Census of Agriculture,

0f commercial farmers in the South,

U.S., Department of

University of Texas, October 1975), p. 29.

38.4 percent of the,whites

.3 percent of the blacks so
0f those working off the farmL 64.9 percent of the whites

200 days compared to only
Commerce, Bureau of

vol. 1]. pta 3, P 1“95

(hereafter cited as 1974 Census of Agriculture).

15. 1Ibid.
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"overrepresented as wage and salary.workers. ~Of the total 1.7

million farm residents employed in agriculture, apprpximatelyAGB

percent are self-employed, 20 percent are employed for wages and ’ j;‘

5 k
salaries, and 17 percent are unpaid family workers; however, i
among black farm residents employed in agriculture, only 27 percent

_are self-employed, 67.5 percent are wage and sélary workers, and 5

i
percent are unpaid family vorkers.’ A ' ‘ 1
In thé South, blacks represent 10.4 pércent of the employed farm f
population age 14 and over, and as much‘as‘one-quarter of all | ' ,3
southérn farm resi&ents employed in agriculture for wage and i
salaries.7 Xét, rapidly declinipg as farm operators,8 blacks . f

represent only 5.6 percent of the South's farmers.9 About 85 i

percent of all black farmers are located in the South. The largest
numbers are located in Mississippi, North Carolina, South Carolina,
Texas, Alabaﬁa, Georgia, Virginia, Louisiana, Tennessee, and Florids

(in declining order). O0hio ahd California are the two nonsouthérn

5. Farm Population, p. 5.

6. 1Ibid., table 10, p. 15.

7. 1bid..

8. The census defines farm operators as full owners, part owners
(who operate leased land as well as ‘their own farms) and tenants.

g, 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).
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Chapter'3v

Current Conditions Affecting Black Farmers

Blacks currently comprise only 4 perc

million farm resi&ents.l

ent of this Nation's 6

Between 1970 and 1980, the black farm

population declined 65 percent compared to a 22 percent decline in

the white farm population.2
popuigtion in the labor force is employed
to 52.7 percent of the white population.3

as farm residents 1n<the agricultural lab

disproportionately underrepresented as se

1. U.S., Department of Commerce, Bureau

About &4 percent of the black farm

in agricultute, compared,
Those blacks who remain
or force are

1f-employed workers4 and

of the Census, and U.S.,

Department of Agriculture, Economic Research Service, Farm

Population of the United States: 1980, Ci

Farm Population, Series P-27/, no. 54, table 1, p.

as Farm Population). Farm residents are

urrent Population Reports,
7 (hereafter cited
Fhose who reside in

"places, which had, or normally would have had, sales of

agricultural products of $1,000 or more d
Farm Population, p. 1.

2. 1bid., p. 2.

3. 1Ibid., table 7, p. 12. 1In the South,
blacks and whites is less distinct in thi
population in the labor force, 41.6 perce
percent of the whites are employed in agr

4.
in their own business, profession, or tra

hring the reporting year.”

the difference between

s regard; of the farm

nt of the blacks and 43.9
jiculture.

Self~employed workers are those "who worked for profit or fees

ée, or who operated a farm

lation, p. 19.

either as an owner or tenant.” Farm Popu
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institutional economic support was extended to some white farmers —
but‘not siénificéntly to blacks. Thousands of black farmers, ﬁnahle
to meet their mortgage payments, lost their farms. . Many blacks
férsook the severe hardships of agriculture to seek new job o
opportunities in the North.

Sharecropping, which should have beeh a stepping stone to land
ownership, snared blacks in a position of inéscapéble aécial and
economic inferiority. Fear and illiteracy rendered blacks easily
exﬁloited. Usurious interest rates defeated efférts toward;
advanceument; hard work .and initiative most often remainéd
unrewnrded. And lastly, government programs intended to cushion fhe

suffering of the depression'in general, and to assist struggling

farmers in particular, did not provide blacks with benefits equal to

vhites.
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Because of a significant undercount cf small and black farmers

in the 1969 and 1974 Agricultural Censuses (resulting from a'change'.

in census methodology) these data may be

percent in the 1974 census. Nonetheless,

highly inaccurate;97 The

Census Bureau estimated that black farmers were undercounted by 53.3

the data are instructive;

even if adjusted upward by 100 percent, the 1969 data would reflect

a decline of 68 percent in commercial black farm operators in the

‘South between 1959 and 1969. The overall ca;astrophlc loss of

black-operated farms may be expla.uned at
competitive disadvantages'faced by black
following.chapter;
Summary |

Historically; while blAcks played a s

agriculture, they were never permitted eq

least partially by the

farmers, discussed in the

ignificant role in

ual footing with whites to

acquire and retain their own land. Freedom from slavery brought

blacks only limited opportunities to purchase far@land, and their

landholdings tended to be small. Credit was generally’controlleq by

white merchants who required black farmers) to cultivate cotton

"without crop rofatiori brought diminighing

rather thaﬁ‘diversify their crops. Intense working of small acreage

returns from the

mineral-depleted soil. When crises in the cotton market and the

ravages of the boll weevil threatened southern agriculture,

97. See app. C.
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Black-0Operated Commercial Farms in the South

1959b/ 19698/ 19748/
~ No. Pércent No. Percent No. Perceat
Cotton - 87,074 SH.4 13,195 13.0 1,59 8.1
Tobacco 40,670  26.4 9,093 37.0 6,963  36.0
~ Cash grain 2,285 1.5 1,95 8.0 4,332 22.4
~ Other 24,268 15.7 10,296  41.9 6,485  33.5
Total . 154,298 (100Z) 24,549 (99.9%) 19,349 '(100%)

a/ Farms with sales of $2,500 or more in a year.

' b/ 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. ' : ' _

gj Because of a significant 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 (see app. C).

Sources; 1969 Census of Agriculture, vol. II, chap. 3, p. 107; 1974
Census of Agriculture, vol. II, 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.




)

40

percent were in tobaccé, 6 percent were general farms (usually a
combination of eithér cotton, tobacco, |and peanﬁta), and 3 percent
were in other field crops, uéuglly peanuta.92 This crop
‘distribution coﬁtrasted with that of white-operated farms, of which
only 18 percent wete‘concentrated in cotton, 19‘percent in tobacco;
aﬁd 62 percent in other crops.93
A dramatic shift in black agriculture occurred in’ the decade
between 1959 and 1969. According to the U.S. Bureau of the Census,
in this short time span the number of black commercial féfm |
oﬁerators in the South declined by 84.1 percent.ga' In contrast,
white~operated co&mercial farms declined by 26.3 percent during the
same period.95 The number of black cotton farmers féllAftom
87,074 to 3,191 and tobacco farmers declined frog 40,670 to 9,0&3.
By 1974 cash grains and cropaAother th#h cotton or tobaccé made up
56 percent of all black-operated commercial farms in the Southg6

(see table 2.1).

92. Beale.'”The Negro in American Agriculture,” p. 177.

93. Data on white farmers in 1959 was calculated by subtracting
data on blacks (Ibid.) from 1959 Census| data on all southern
commercial farmers provided by John Blackledge, Branch Chief, Farm
Economics, Agriculture Division, U.S. Bureau of the Census.

94. U.S., Department of Commerce, Bureau of the Census, 1969 Census
of Agriculture, vol. II, chap. 3, p. 107; Beale, "The Negro in
American Agriculture,” p. 177. : :

95. 1Ibid.; also, see note 93.

96. 1974 Census of Agriculture, p. I-95.
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The number of black 1éndowners<also declined during this
period--by 33 percew;.'a6 The diécovery that cotton grew well -
under‘irrigétion in the West increased cbmpetition, forcing many
| émall southern fafms out of éotton.87 Black small farm éwners, vho
‘could not afford‘machines or use them efficiently on such small
landholdings, were harﬂ-pressed to compete in cotton, soybeans, or
corm.

However, while the ﬁumber of cotton-growing black fgrmers in
this country declined, the number of nonwhite toba;co farmeré rose

from 42,000 to 91,000 between 1910 and 1945. By 1959 black farmers

were growing one-sixth of all cigarette tobacco and one-tenth of the’

: ccttan.sg Whilé blaéks played an inc:easing role in tobacco
relative to whites, their numbers were still significantly greater
in cotton; as of 1959, 56 percent of theAnonwhite-Opgratedgo

commercial-size farmsgl in the South concentrated on cotton, 26

86. 1Ibid.
87. 1bid., pp. 166, 167.

88. Robert 5. Browne, nly Six Million Acres: The Decline of Black

Owned Land in the Rural South (New York, N.Y.: Black Economic
Research Center, 1973), pp. 26, 27.

89. Beale, "The Negro in American Agricultutegg pp. 169-70.

90. In 1959 over 98 percent of éll nonwhite;operated farms in the
South were operated by blacks. Beale, "The Negro in American
Agriculture,” pp. 171, 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.” 1Ibid., p. 179. :
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Finally, the grant program, providing basic emergency assistance and

| rehabilitation to needy farm families, bestowed grants to whites

that were 20 percent larger than those to blécks.83

The fact that in rural areas of the Soﬁ:h vhites had more
opportunitiea‘and re¢e1§ed greager amounts of assistance than blacks
explains, at least in paft, why many whites»returned:to these areas
during the depression years, while blacks continued tp leave

84

In the 19405 and 19505 the success of tractors,AfOIIOVed by

. mechanical harvesters, and finally by chemical weed control, led to

‘the displacement of thousandé of tenant farmers, most of them

black. Between 1945 and 1959, the number of black tenant farmers

declined by 70 percent. “Lacking land, the tenant has no defense

againgt mechanization and may find himself displaced if the landlord
decides to operate‘with more machinér& and fewer men. He is usually
‘the loser, too, when crop allotments are cut and there is less

acreage to be divided among t:ena'nts.”85

83. Sterner, The Negro's Share, pp. 307, 300, 304.

84. Raper and Reid, Sharecroppers All, p. 53; Sterner, The Negro's -
Shate,, P 20. . .

85. (Calvin L. Bealé, “"The Negro in American Agriculture,” reprinted
by USDA from American Negro Referencel Book, ed. John P. Davis
(1976), p. 167.
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from the status of sharecropper to that of tenant."79 The -

standard rural rehabilitation loan program was “cdnsciqusly intended

and thus it was "paradoxical

that it too discriminated against Negro low-income families."80

to serve higher-risk client families,’

While blacks constituted 37 percent of all low-income farm families
in the South, they»reheived dnly 23 percent of the standard

81 "A white low-income farm family

rehabilitation loans in 1939.
had a two-to—one advantage over a Negro family in obtaining a
standard loan. The odds against a Negro family ranged from
three-to-one in Tennessee to seven—to-one in Mississippi.“82

Other FSA programs alsovfailed to serve blacks on anAequitable |
basig. The tenant-purchase program provided loans to tenants,
sharecrbppers,~and'farm laborers, enabling them to become owners of
family-sized farms. While blacks comprised approximately 35 percent
of all tenants in the Sbuth,'they received only 21 pércent‘of the
ténant—purchase ioans (1,919 out <7 - 788 loans as of 1940). Deépite

their disproportionately de~- +dition, blacks constituted

only one—féurth of t. L 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 in full. "Baldwin, Poverty and Politics, p. 201.

80. Baldwin, Poverty and Politics, p. 200.

81. Sterner, The Negfo‘s Share, p} 300.

82. Baldwin, Poverty and Politics, p. 201.
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and practices regarding race.74

Despite the efforts of some FSA officials toward at least token

integration, political pressures were such-that State and county FSA

committees, responsible for reviewing loan applications and

providing advice regarding the establishment. of upper and lower.

75

tenant pufchase loan limits, did not have black members. In

additior, county and district FSA supervisors tended to "skim the

cream” (choose the safest credit risks)

in their selection of

recipients and to discriminate against black applicants.76

The standard rural rehabilitation loan program, the most

extensive activity of the FSA, was intended to serve low-income

farmers, including owner-operators, tenants, sharecroppers, and farm

laborers.77

planning, technical assistance and/or supervision.78

The program provided credit, farm and home management

. By 1934,

695,000 farm families, 1 out of 9 farm families, had received one of

these loans, averaging $240 in 1937 and

$600 in 1943. As of 1939,

about 30 percent of all borrowers had “been helped to advance

74. Sidney Baldwin, Poverty and Politic

s (Chapel Hill: Univeréity

of North Carolina Press, 1968), p. 279.

75. 1Ibid., pp. 306, 307; Also see, Myrd
274-75.

76. Baldwin, Poverty and Politics, p. 2

77. Richard Sterner, The Negro's Share,
1943), p. 298. '

78. Baldwin, Poverty and Politics, p. 2

al; An American Dilemma, pp.

54..

(New York: >Harper Bros.,

00.
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gtéater need for assiétance in these couﬁties, a greater proportion
6f whites than blacks received relief from the Federai Emergenéy
Relief Adhinistration.7l Furthermore, whites received larger
amounts of relief than blacks. The average moéthly expenditufe for'
direct relief for blacks in Greene Count} in 1934 was 20 percent
less than for whites; in Macon, blacks received less than half the
amount feceiveé Ey whites.72 0f Georgia's 55 rural counties with
black majorities, all but 5 had relati§e1y fewer b;acks than whites
on relief, and the amount pf'feliet provided black families was
" consistently 1e§s than for whites.73 |
Inequities in public benefits al§§ existed in the Farm éecurity
Administration (FSA), established in 1937 particularly to assist
small farmers.
| Especially in matters of face, the leaders of fhe
FSA were careful. In their allocation of loan
and grant funds, in their peréonnel : |
appointments), in their cooperative and.grbup
enterprises, in their resettlement projects, and
in their publicAinformation activities they

adhered fairly consisténtly to southern attitudes

71. 1Ibid., p. 260. The Federal Emergency Relief Administration was
the Nation's primary social welfare agency between 1933 and 1935.
"eses[T]he federal govermment carried the main financial [welfare]
responsibility over the whole field and particularly in the South.”
Myrdal, An American Dilemma, p. 1277,

‘72. Ibido, P 2600

73.. Raper and Keid, Sharecroppers All, p. 134.

e
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aid on the agricultural gide principally thrpugh the white agenéa'
working with the landlords and manageté."é'7

Thus, between 1930 and 1935, the total number.of biack farmers
declined by 8 percent in the South, while white farmers increased by‘
11 percen:. .The status of black farmers continued shifting dovnward
from'rentgrs‘to croppers gp wage laborers, while whites were
upwardly mobile; The number of white landowners increased by 12.3
percent. In 1935, 7i percent of the white.tenant farmers were

renters or share-tenants (an increase froﬁ 64.9 percent in 1930)

while 29 percent were croppers. For black tenant farmers, 41.0

‘percent were renters or share-tenants, (a decrease from 43.8 percent

in 1930) and SS’percent were croppers.68 The study of Macon and
Greene Counties found that the proportion of black farmers who‘were

sharecroppers declined 14.7 percent between 1927 and 1934,

corresponding directly with a 14.0 percent increase in black
seasonal wage hands and laborers during ﬁhe same petiodg69

This study glgo found that within eaéh tenure class, whites
earned more than blacks. "In 1934, in Greene, the averagé cagh
income was.$301.26 per rural white family apd 3150.74 pef rural
Negro family; in Macon, $872.21 for the white and $299.56 for the

Negro™ pef year.70 Although blacks had a disproportidnately

- 69. Raper, Preface to Peasantry, p. 34.

67. 1bid.

68. Ibid{t, P 2530

70- Ibido s PP 35"360



http:period.69

33

children and white children. ™In 1928, the white child of school

agé 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
child received $53;38 and the Negro $2.85 ¥f a ratio of eighteen to l
one."64 Blacks made up 56.7 percent of the school population in o ﬁ,
Greene, but received 10:perc§nt of the puhlié.échool funds; in - E
Macon, thev70.l percent of-thé children who were blackrreceived‘ll.l
percent of the public funds. These disparities increased even '
further in 1934, as public monies for education decreased.6
With their limited educati&a and training, blacks particularly
needed the type of ouffeach and agricultgral advice traditionally
prqvided by fhe Extension Service of the U.S. Department of o  i
Agriculture. However, the Extension Service agents worked on a e
aegregated basis, and the ratio of black agents to the black | o
popﬁlation living on farms in the South was less than half the ratio L
of white agents to white farm resi&énts.66 Furthermore, technical
assistance and training for black tenants and sharecroppers was
limited By the fact that landlords “"objected” to black agents
“approaching families on.theit holdings.” According to a USDA

publication, "Negro tenant farmers and croppers might best receive

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 cashvnecessary to
make these investments. Mechanization most adversely affected blacks

since it was most effectively introduced on cotton plantations,where

- blacks outnumbered whites, and because whites were given'preferencé

over blacks for the jobs as machine operators.62

Racial discrimination in public education played a significant
role in the subordination of black farmers. ﬁigh rates of
illicerécy among Blacks faciligated their exploitation as
sharecroppers and tenaﬁt farmers and restricted their ability to
rise to the leQel.of farm owners. For example, in North Carolina in
1922, 58'percenﬁ of the bléck adult sharecroppers and»é& percent of
:ﬁe'black adult teﬁant fafmérs were illiterate. In‘contgast, 90‘
percent of black farm owners could read and write, suggestingva high
correlation between literacy an& landownerahip.63

High rates of 1111téracyAamong blacks reflected blatant raciﬁl
discrimination in southern educagiou, especially in plantation

areas. A study of Macon and Greene Counties, Georgia, revealed

dramatic disparities in educational expenditures between black

62. Myrdal, An American Dilemma, pp. 258~59. The number of

tractors used in the 10 cotton States almost doubled between 1930
and 1937; in Te<as, the number of tractors increased from 9,000 in
1920 to 37,000 in 1930, to 99,000 in 1938. "0On cotton farms each
tractor displaces from one to three families.” Raper and Reid,
Sharecroppers All, p. 44. :

- 63. Johnan, The Collapse of Cotton Tenancy, p. 77.
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and Agricultural Conservation Cémmittees.A Blacks had littlé
influence over the selection of these agents and ﬁommitteemen, and
these individuals, for the most part, representedkthe interests of
the white large landowners. Their role was'powerful; they
de:érmined, based oﬁ complex records and calculatidns, the allotment
of cotton acreage and benefit payﬁents to local farmers. ;The
accufacy’of the records and cal@ulationsvdepen@edlon‘the good-will,
conscientiousness, and competence of those in‘éh#;ge“ locaily. The
fact that black tenant farmers aﬁd landowners ueré least repre;éﬁted
in these.positions of power, that they were at ;he bottom of the .
social and écb;omic ladder, and that they,weré poorly educated and
in many cas#s 1lliterate,>léft theﬁ extraqrdiparily vulnerable to
inter#retgtions of regulatigns and "facts” which favored the
interests of large white 1andowners.6° .
~ While these wvere extraordinarily difficult times for all small |
farmers, black farmers appear to have suffered grgater adverse
consgquences'under the AAA than whites. Blacks appea;vtovhave been
more egsily,gxpioited — either coerced into signing over their
benefits or credits to their landlords or downgraded in status to
" seasonal wage 1aborgr;,vthns tendering~themA1neligibl§ for benefits
altoggther.Gl Furchermofe, to increase their shéterf AAA benefits

some landlords displaced sharecroppers and renters with machines;

60. Myrdal, An American Dilémma, pp. 258-259. Salamon, Land and
Hinority Enterprise, p. 31.

61. Johnson, The Collapse of Cotton Tenancy, p. 60; Raper, Preface
to Peasantry, p. 82; Myrdal An American Dilemma, p. 253.
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lof the landlord.”

A evicting tenants, converting them from te

-of Agriculture's Extension Service County
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plowed-up, and he was simply sent "down the road.”

In a number of cases, the cropper's share was

36 In the case

of small landowners, creditors appeared on the benefit 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

landowners had no extra margin of surplus and any cut in production

made the loss of their farms more imminent.

While the 1934 version of the contfac
entered into with fgrmers~undervthe Agric
acknowledged the problems facing tenants
protective provisions were.unenforceable.
of the coimplexities of the contract ren&e
vulnerable, and in ﬁany instances tenants

their benefits to the landlord.58 At the

57

t which the government
ultural Adjustment Act
and croﬁpérs. 1ts‘
Illiteracy and ignorance
red tenants éxtremely

were forced‘to'sign over

national level, the AAA

acknowledgzed that "landlords were violating the 1934 contract by

withholding benefit payments from them by

nants to wage hands,

various devices, refusing

to grant the status of managing share-tenant, and raising rents.”59

At the local level, the AAA was a&ministered by the Department

Farm Demonstration Agents

55, Johnson, The Collapse of Cét;on Tenancy, pp. 60-61.

56.
Belt," Haipers, February 1934, p. 315.

57. Ibido, ppo 312-3170

Webster Powell and Addison Cutler, "Tightening the Cotton

58. Conredd, The Forgotten Farmers, pp. 59, 67.

59.. Ibid!!’ P 690
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cultivation.49 The subsequent "plow-up” of cotton Qas estimated
to have taken 10,400,000 acres or 25 to 50 percent of each
producer's‘acreagé oui of production.50 !

While the reductio# in cotton écreage reduced by one-quarter the
i;bot‘needed to cultivate, haryest, and gin #otton, ﬁhe act was
developed and passed with little thought given to its consequehées
for millions of tenant farmers and éharecroppers.51 ihe
Agricultural Adjustment Adminiétration (AAA) inst?ucted landlords to
divide benefits with thei; teﬁanté in proportion to their share in
the plowéd-up.crop_,52 but landlords were allowed to collect debts,

Aoftgn at usurious iﬁterest rates, before distributing benefits.>
. Tenants aﬁd}sharecroppera seldom received cash as payment for their

share in the plow--up.54 Government studies found that "[w]hether

the tenant received énything at all depended on the charitableness

49. David E. Conrad, The Forgotten Fafmers'(vrbana: 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' Ibida, j: 2 520

53. ‘Ibid., pp. 59, 66; Johnson, The Collapse of Cotton Tenancy, pp.
50-54; Arthur F. Raper and 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 Collspse of
Cotton Tenancy, p. 52.
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workers were kept as croppers while whites

.or renters, illustrating that the form of

28

cropper,’

" w45
social as well as economic conditioms.
of the South's landless white farmers were

and 28 percent were croppers; by contrast,

and most planters did not mix the races.

0Often, black

worked as share-~tenants

tenancy was "an index of

In 1925, 71.1 percent
renters or share-teﬁants

45.9 percent of the

blacks were renters or share-tenants, while 54.1 percent were

croppers.

blacks, siince it was most often from “cash

46 This hierarchy further diminished opportunities for

renting or its

equivalent, produce-renting” that farmers were able to accumulate

savings and emerge as landowners.47

By 1932 the price of cotton had fallen

again to 5 cents per

pound, with worse prospects for 1933; the Agricultural Adjustment

'Act“a was ﬁassed by Congress in 1933 in an

collapse of American agriculture. The act

effort to avert a total

sought to raise farm

prices through a reduction in production bf providing rental or

benefit payments to farmers who withdrew acreage from’

(1928), p. la.

45. ‘Raper, Preface to Peasantry, p. 149.

46. U.S., Bureau of the Census, Census of

Agriculture: 1925-Summary

47. Raper, Preface to Peashntry, p. 148.

By paying a fixed amount

for the use of land, renters and sharevtenqnts were more independent
of their léandlords and less subject to chicanery than ‘

sharecroppers.
longer.

They were also more likely

48. Act of May 12, 1933, ch. 25, 48 U.5. §

to live in one place -

tatc 310
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lynching between 1900 and 1931; 170 of these counties (30.9 percent)
'had'lﬂ or more 1ynchings.41
The spectacle of a worker trying to organize a
uﬁibn, of a‘sharecrOpper'going among his fellows
seeking to impro?e their uorking conditions, of a
Negro refusing to remain in peonage or not caring
to pick cotton, when thefe is cotton in need of
picking, sends»ﬁhe‘haﬁging judge'into a futy.42
As blacks fled the hardships of the “Cotton South,” whites
apparently were attraéted by the breaking up of thé plantations;
they'movedvin as tenant farmers, with aspirations of becoming
lAndouners,43; Between 1926 and 1930, the number of white families
drawn into cotton temancy in the South increaséd by more tgan
200,000-—aéproximately a million peréons.aa |
Increased competition between blacks and whites within
agriculture only’§erved to keep blacks at the bottom of the économic
ladder. For example, in Macon and Greenme Counties, Georgia, white

sharecroppers objected "to being treated on parity with the Negro

41. Charles 5. Johnson, Statistical Atlas of Southern Counties N
(Chapel Hill: University of North Carolina Press, 1941), p. 32.

42. Frank Shay, Judge Lynch (Binghamton, N.Y.: - Vail-Ballow Press,
1938), Pe 78.

- 43. Raper, Preface to Peasantry, p. 187.

44. Johneon, The Collapse of Cotton Tenancy, p. 4.

T s
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South. Most if not all of thesevpebple were
sharecroppers, small oﬁner-operators; or workers
in jobs connected with agti:ulture.3?
In an effort to curb the loss of|cheap labor, aduthern States and
communities “resurrected aﬁcient statutes concerning ‘vagranéy‘" to
inhibit ‘free movement of blacks, and |placed severe restrictions on

agents attempting to recruit labor for the North.38

The black exodus from the Sduth_was caused as much by a desire to

-escape the racial injustices of the South as by the attraction of

northern wages.39 By 1914, southern blacks had become almost
totally disenfranchised. Fear and intimidation through racial
violence continued to be a part of southern life. Between 1882 ané

1918, 3,040 blacks died by lynching; another 619 lynchings took place

. between 1918 and 1937. A large number of these hangings occurred

because of black resistance to the “vicious practice of debt
«40 ‘

Southern agricultural counties involved primarily in raising

cotton had higher rates of lynching than qther farm counties. Out of

551 cotton-growing counties, 345 (62.é percent) had at least one

37. Marable, "Historical Perspective,“'p..l9.

38. American Civil Liberties Union, Black Justice (May 1931), p. 26.

|
39. Dewey H. Palmer, "Moving North; Higration of Negroes during
World War I,” in David Bromley and Charles F. Longino, Jr., White
Racism and Black America (Cambridge, Mass: Schenkman ‘Pub., 72 ,

pp. 31-33.
40. I]bidu. P 30
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With large mortgage debts té be paid off quickly under‘shortfterm
.con;racts, these landownefs found they could not meet their payments
in the continuing‘years of agricultural depression. As a resdlt,
many of these farmers, whose life savings were invested in their

farms, lost everything and were reduced once again to tenancy.34

Out of a decline of 42,858 black farm operators in the United States

during this period, 37 596 were owmers, 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‘ A loss of 2,749,619 acres of black-owned land was
~suffered during this decade, an amount more than twice the size of
. the State of Delaware.36
New job opportunigies'created in the North as a rgsult of the

first World War provided blacks with an altérnative to the ha?déhips
ﬁhey'endured as southern farmers and sharecroppers. By 1936 the
‘number of blacks migratihg north had increased more than five-fold
since the late 1800s. |

From 1880 to 1910, only 79,400 blacks left the

‘Blackbelt for the North; between 1910 and 1920

the figuie leaped to 226,900, and from 1920 to

1930 about 440,400 black migrants fled the Deep

34. Raper, Preface to ?easantry, 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- Ibidc, P 70
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mortgage payments and notes of credit, and were compelled to sell

their land for a fraction of its value.

30

-Even more devastating to cotton farmers than the first World War

was the boll weevil,vwhose larvae consume cotton, which spread

" across the South, reducing cotton ?ields by as much as 20 to 50

percent per acre.31 Most bla¢k farmers

could not afford expensive

insecticides or poisons, and by 1921,_the boll weevil had spread

across the entire Cotton Belt, taking a

heavy toll in areas such as

~ the ﬂlack Belt of Alabéma, where the majority of farmers were

black.3?

ADuring this period, white farmers borrowed heavily to

keep their land. They began to purchase cattle and diversify their

cfops, decreasing their dependence on cotton. However, by 1918,

‘almost all of the black-owned lending institutions had failed as a

result of the collapse of the cotton market, closing of f virtually

all sources of credit for black farmers.

mountiﬁg debts and no sources of credit,

abandon their farms.33

Many more blacks, with

had no choice but to

Betwéen 1920 and 1930 the decline in|the number of black farm

operators took its toll almost totally from the landowning‘clasé.

30. 1Ibid., pp. 16, 17.

31. 1Ibid., p. 17.

32. The "Black Belt" is so named for the color of its soil.

33. lHarable, "Historical Perspective,”

p. 16.
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sqil;'perhapé tucked away in the hills, not too close to the main
highways or railroads, nor‘to'white schools or churches.27
VWith the outbreak of the first quld War in 1914, the hbtt§m

fell oui of the cotton market. Europe ceased transatlantic trading
for about 3 months, and the price of cotton plunged below cost. The
southetn‘establishment realized the need for emergency‘intervention
to pu}i cotton farmers through this crisis. Credit was extended and
cotton étorage pro§1ded -~ but mostly for white farmets.28

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

bales of cotton in his huge'ﬁarehousea.z9
In contrast to the aid providéd white farmers, many merchants refused
to extend credit to blacks for anything but cottgn céltivation,
since black farmers lacked experience in other crops. Consequently,

many thousands of blacks found themselves unable to pay off their

' 27. Arthur F. Raper, Preface'to Peasantry (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. 1bid.
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blacks were tenant farmers—constituting 43.6 peréent of all southern
26
tenant farmers.
However, it was oniy with the approval of the local white
community that blacks were likely to become landowners. In addition
to a‘history of hard work and credit-worthiness, a prospective black

buyer had to be considered "safe,” and to “"know his placé." Those

blacks who became landowners often were chosen by whites who, in a.
paternaiistic relationship, "sponsored| or assisted a favored black
farmgr in acquiring his own parcel of ;and. Otherwise, blacks were
most sﬁccessful»if they had all cash, gr large sums of money
.accompsnied by’an offér t; paf off the remaining debt in an
inordinately short amount of time. But these conditions were not
necessarily sufficient. On occas;on, blacks were known to offer
double the asking price for a piece of |land, and still bé refused;

the prospective black buyer was not pefmitted to purchase

sought-after land. He was restricted go areas with 1ess‘£ertile

26. U.S., Bureau of the Census, Agriculture: Farm Statistics by
Color and Tenure of Farmers (reprint of chap. 1V, vol. V.,
Fourteenth Census Reports, 1923) pp. 189 191. “Tenants” in the
broad use of the term includes renters, share-tenants and
sharecroppers. Renters pay for the use of land with a fixed amount
of cash or its crop equivalent, 8hare-tenants furnish their own farm
equipmeént and animals, but pay a fixed percent, usually one-fourth
to one-third of the cash crop which they raise; sharecroppers are
furnislied by the landlord, farm tools, animals, fertilizer, and
often the food they consume, in exchange for a larger percentage of
~ the crop, usually one-half. Johnson, The Collapse of Cotton

Tenancy, p. 6.




21
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© A positive developﬁent for black farmers during this period was
the creation of small, black-owned banks and lending institutions.
Beginning in the 18305, with the combined resources of»a few black
ministers, entrepreneﬁrs, and educators,‘more.than'so black-owned
lending institutions were established by 1911, with annual
‘ transactions worth more than $20 million.23 Oiher-significaut
factors favorably influenciﬁg black agricuiture,were the increase of
literacf and the establishment of dozens of black agricultural énd
teachers colléges enabling blagks io acquire a range of farming

skills .24

Economic c;nditions improyéd dramatically in the eariy 19005 as
a‘reAult of increasing southérn indust:ialization‘and a rapid rise
in cottqn prices.zs‘ By 1910 blacks were able to bﬁy millions of
" acres of land in North and South Caroliﬁa, Miesiséipfi, Alabama, and
 Georgia. Hﬁte than 240,000 blacks owned their farﬁs——comprisingA

about 16.5 percent of all southern landowners. Another 670,000

23. 1Ibid., pp. 11-12.

24. 1Ibid. “The Agricultural and Mechanical College for Negroes was
established in Normal, Alabama, in 1875....With the financial
‘support of northern philanthrophic agencies and churches, dozens of
black agricultural and teachers' training colleges were
established....” 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 Utfca, Mississippi; and the State Normal
School in Montgomery, Alabama. Ninety percent of all blacks were

illiterate at the end of slavery. By 1900 illiteracy had dropped to

50 percent.’

25. 1Ibid., p. 9.
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fewér acres of cropland than their-vhite counterparts. To
compensate, black ownefs and sharecroppers were compelled to work
‘their land more inteQSely,’cultivating a greater proportion of their
acreage than whites in an attempt to m#ximize their yieids. In 1880,
"amohg small family farms the ratié of untilled to tilled acres for
vhite farmers was more than twice the ratio for Blaék farmers,
regardless of the form of tenure."é"9 .Unforthna;ely, despite a
greater need fof fertilizer to replenish their overworked, |
mineral-depleted soil, blaéks received less financing ﬁhan whites
for this purpdsg‘zo |
Furthermore, most blacks were prevented from rejuvenating their
soil by crop rotation because local merchants, the sole source of V
crédit for small farmers, would extend financing only for'cotton, a
gafe cash crop that would have a ready market in the event of

foreclosure.21

Caught in a cycle of diminishing returns,
productivity per acre declined, as black farmers uere‘cqmpelled to
put increasing acreage into cotton. Ultimately, general
overproduction depressed thé price of this crop from 29 cents‘per

pound in 1868 to 5 cents per pound in 1898--below cast.?z

19. Ransom and Sutch, One Kind of Freedom, pp. 182, 184.

20. Ibid., p. 183.

21. Tindall, South Carolina Negroes, pp. 1l06. Also, see Ransom and
Sutch, One Kind of Freedom, pp. 163, 185.

22. Marable, "Historical Perapective,"‘p. 11.




" . gaid contract'.”

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, aﬁd eventually of owner, afe

just the ones which make him a permanent asset as

a cropper. Léndlords, thus are most concerped

with maintaining the system that furnishes them

labor and that keeps thié labor under their

control, that is, in the tenancy class.t®

Sharecroppers had little freedom to seek out better working
conditions.. In South Carolina,wfor example, to recruit or hire
workers‘vho 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 ser;ice reqﬁired of him by the terms of the
17 The "mere threatf of enforcement of these laws
"was sufficient to keep Negro laborers in virtual‘bondage.“l8
These times were also very difficult. for those blacks who were

~ able to buy their own farms. Their landholdings often were less
kfertile than property owned by ﬁhites, énd in all types of land

tenure—owner-operated, rented, and sharecropped farms--blacks had

16. Johnson, The Collapse of CottonyTenanéy, p. 8. Also, see
Ransom and Sutch, One Kind of Freedom, p. 180. ‘

'17. Tindall, South Carolina Negroes, p. 112.

18. Ibido, P 113..




18

rent; the landowner provided housing,

and close supervision. The cost of fe

fuel, animals, tools, seed —

rtilizer was deducted from the

crop. The landlord weighed and marketed the cotton and kept all

sales &and financial records. Food, cl

othing,'and household needs

were obtained by the sharecropper, usually on credit at high

, 12
sdAnterest rates.

Sharecropping was not a stepping s
“"Perennial indebtedness was inescapabl

system was an invitation to the practi

sharp-dealing merchants.“13

percent ﬁarkups or interest on supplies.

legislation allowed oral contracts whi

liens over a sharecroppers entire crop.

work were not rewarded under this syst

Merchants

tone to advancement.

e for most, and the whole

ce of deceit and fraud by
charged from 25 to 100

14 Labor contract

ch enabled landlords to secure
15 Initiative and hard

em.

It is to the advantage of the owner to encourage

the most dependent‘form of share cropping as a

source of largest profits.

And he wishes to hold

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. 1Ibid., p. 90.

13. George Brown Tindall, South Caro

lina Negroes 1877-1900

* (Columbia: University of South Carol

14. Tindall, South Carolina Negroes,
. The Collapse of Cotton Tenancy, pp. 2

15. Tindall, South-Caroling Negroes,

ina Press, 1952}, p. 107.

p. 105.
6, 28,

Also, see Johnson,

p. 111.
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of violence was launched to prevent blagks 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 wéy wﬁs indirect. Southerners
erected an economic system that failed to reward
individual initiative on the part of blacks and
was therefore ill-suited for their economic
advancement. As a result, the inequalities
originally inherited from slavery persisted.8
While the élantation system was shaken by the Civil War;'it was
not destroyed, and sharecropping replaced slavery as the pfevéiling‘
relationship between white landowneré énd black farmers without
land. One-tenth of hll landowngfs controlled‘fioﬁ.oné-half to
two-thirds of all the land in most southern counties.9 Horelthan
70 percent of the blacks in the cotton States were emplqyed in
agriculture.10 In'1880 blacks owned less than 8 percént of all

farms.ll

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. 1Ibid., p. 186.

- 9. Marable, "Historical Perspective,” p. 3-5.

10. Ransom and Sutch, One Kind of Freedom, p. 225.

11. 1Ibid., p. 84. -
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béfore.fs Opposition to black advancFment was intense amohgvthose

who had fought with their lives to préserve the plantatioh system of

the South. The sale of land to blacks was discouraged, and whites

who agreed to sell land (usually at inflated prices) or to provide

necessary financing “were not uncommonly threatemed with physical

violence.“6

Similarly, blacks were thwarted in their efforts to obtain an

education. During slavery their education had been outlawed, and

following the Civil War, 90 percent could neither read nor write.

Their eagerness to obtain an education following Emancipation met

violent resistance.7

Emancipation removed the legal distinction

between the South's two races, but it left them

in grossly. unequal economic
blacks lacked assets; they 1

lacked [some] skill[s]. From the outset there

positions{ The

acked education; they

were whites who sought to preserﬁe the social and

political inequalities betwe
these white supremacists per
they would have to maintain

iuequélities as well. When

5. Charles S. Johnson, Edwin R. Embr
Collapse of Cotton Tenancy (Freeport,
Press, 1935, reprinted 1972), p. 10.

6. Ranson and Sutch, One Kind of Fre

en the races, and
ceived that to-do so
the economic

necessary, a campaign

ee, and W.W. Alexander, The
N.Y.: Books for Libraries

?Q I‘bid., PP 13-150

edom,”p; 87..
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capital. Others received bounties from the
United Stateé in recognition ofAmilitary service
during the war. VNevertheless, such cases were
the exception. kOnly.a handful were sgfficiedtly
endowed to afford the purchase of a farm; the

work stock, and the tools necessary to support a

familykz
Promises of land distribution among the freed slaves were not

' fulfilled. Although Cohgress established the Bureau of Refugees,

Freedmen, and Abqndoned‘Lands in March 1865, to confiscate land and %:ﬁ
property of rebels in the Confederate cause for redistribution anong
the freed slaves;3-Ptesident Andrew Johnson declared a "general : i

amnést§ from confiscation"” several months‘later. In 1867 : . }

- L, R
=

Repfésentative Thaddeus Stevens (R-Pa) introduced a bill that “"would

have granted forty acres and fifty dollars to every'former.slaﬁe who

was head of household,” but the bill was defeated in Cdngress.4 . ' it

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, 1if anything, stronger after the Civil War than . Co

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 i
York, reprinted in 1969 by Negro Universities Press, a Division of i
Greenwood Publishing Corp., N.Y.) p. 38. 1
S é

3. Act of Mar. 3, 1865, ch. 90, 13 Stat. 507. 4 h

4. Ransom and Sutch, One Kind of Freedom, p. 82.
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Chapter 2

Historical Background

The adversity facing blacks in their

efforts to acquire and

retain their own land is rooted in the racial attitudes of the

South. Historically, black farmers were

disadvantaged by limited

access to land, possession of only marginal landholdingé, restricted

credit and usurious interest rates, a dearth of opportunit;es for

advancement, and an inequitable share in

government bgnefita.

The freedom gained by 4 million‘elaves after the Civil War did-

not tranifer economic indepéndence to most blacks. Those who had

great expectations of receiving a share of their slave masters' land

found themselves, instead, with little more than their own clothes,

a few tools, and perhaps some farm animalé.1 While land érices

were low immediately after the War, few blacks had the césh-needed

to buy land.

None had inherited money or other assets from

slavery. Very few whites presented freedmen éith

gifts, and most blacks had been

free too short a

time to have earned income and saved enough to buy

a homestead. A few blacks, who

received income

for work performed in areas controlled by the

Union arm&, did manage to save a limited amount of

1. Manning Marable, "Historical Perspective”, in The Black Rural
Landowner - Endangered Species, ed. Leo}McGee and Robert Boone '
(Westport, Conn.: Greenwood Press, 1979).
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Chapter 5 examines USDA's civil rights enforcement activities at
variousvadministrative levels and assesses their impact on FmHA's
loan services to minorities. The report's cohélusions and

recommendations are presented in the final chapter.
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programs of the Farmers Home Administration.26 FmHA is the

principal public lending institution for this Nation's rural
ccﬁmunities, and historically, it haé played a major role in serving

. struggling farmers. Through its credit programs, FmHA ha# the

capability and jurisdiction to assist black farmers most

expeditiously, in an effort to prevent the further loss of their

lands. Chapter 4 of this report reviews the programs and missions

of FmHA's farm credit progtéms and‘analyzes data feflecting the

levels ' of black participation in these programs in 1981.27

26. Detailed analyses of Federal farm programs other than those of
the Farmers Home Administration, such as USDA's Sci! Conservation

Service and the Agricultural Stabilization and Conservation Service,
as well as State programs, including thé 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
requesting the Department's comments. (John Hope 1II, Acting Staff
Director, U.S. Commission on Civil Rights, letter to Secretary of
Agriculture, John R. Block, November 10, 1981.) 1In lieu of :
providing written comments, officials of the Agriculture Department
requested a meeting between Farmers Home Administration and
Commission staff. (Ruth A. Reister, Deputy Under Secretary for
Small Community and Rural Development, letter to John Hope III,
December 28, 1981.) At that meeting, FoHA officials praised the
report for its comprehensiveness and for an “"outstanding job of
documenting the history of problems black farmers have faced.” -The
officials maintained, however, that these problems cannot be solved
. by credit alone and that FmHA is not in a position to provide the
: : assistance necessary. - They interpret FmHA's responsibilities
narrowly, as those of ‘'a banking institution which “must be able to
collect on its loans” and does not have the "jurisdiction to make
loans for social purposes”™. While the Commission agrees that the
problems of black farmers require more. than Just credit, the
Commission also believes that FmHA's role, to provide supervision
and loans for essential needs to farmers who cannot obtain credit
elsewhere, can be of valuable assistance to black farmers. As
discussed in Chapter 4, this role serves| an important social
function which entails responsibilities which go beyond those of
traditional lending institutioms. (Heeting between Farmers Home
. Administration and Commission staff, Hashington, p.C., Jan. 6,
' 1982. Specific comments made by FmHA officials at this meeting have
been incorporated, where appropriate, into the text and footnotes of
~ this report )




11

wlb
and help them retain their land. 2

While there'isva need to examine all problems of racial, ethnic
and sex discrimination in ag:iculture,.this report focuses on the
conditions of black farmers because of thé hrgency of their
situation. Available data suggésf no other minority group has
experienced, in the las; centﬁry, a loss of farm operations_at a
réte comparable to blacks.25

Chapter 2 of this report outlines ﬁhe 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‘to&ay.‘ Ch&pter 3 discusses how
these historicai condi;ions have combiﬁed Qith current economic
f#ctors to perpetuate & diaadvaﬁtageous, noncompetitive position for
black f#rmersvthat presently threatens their survival as farmers.
While all of USDA's farm programs have a vital fole to play in the

life of black farmers, this report focuses on the farm credit

24, Ibido, 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.
“"0Other races,” as defined by.the census, includes American Indians,
Asian or Bacific Islanders, and any other separate racial group
"excluding white.” These data are somewliat 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. I-15, I-83; 1978 Census
of Agriculture, p. 209 and appen. A-5-7.
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A 1979 Commission reﬁort on fair h

Administration housing loans to blacks

of all FamHA housing loans in 1972, to 9.5 percent in 1976.

ousing found that Farmers Home

decreased from 19.6 percent

22 The

same report found that FmHA's staff training and outreach were

limited; compliance reviews were, at best, cursory; data collection

was inadequate; no method for evaluatihg targets or essessiﬁg

compliance existed; and target goals were.set below performance

levels as well as below targets set for the preceding year.

Thus, the Commission's findings over the past ome and a half

decades confirm the need‘for continuing

rights efforts.

The Secretery of Agriculture's Citi

23

Equal Opportunity” ™ also has taken a st

role vis~a-vig black farmers.

; appraisals of USDA's civil

zens' Advisory Committee on

rong interest in USDA's

In December 1980 the Advisory

Committee recommended that “USDA take. a direct policy stance to stop

the loss of'minority~owned farm land" and expressed "particular

concern” for the "loss of land by Black
Advisory Committee felt that USDA shoul
special credit provisions for small far

farmers are members of minority groups”

farmers in the South.” The
d expahd programs with
mers (“since many small

) and "institute a special

grant-loan-educational program to assist low income, small farmers

22. U.S., Commission on Civil Rights,

The Federal Fair Housing _

. Enforcement Effort (March 1979), pp. 13

23. Appointed by the Secretary of Agrtd

1-150.

culture, the Citizens'

Advisory Committee on Equal Opportunity
Sept . 5' 1979.
spectrum of areas including farming, e ed
action, and community affairs. Blacks,

Agriculture, Citizens' Advisory Cemmitt
Report to the Secretary (December 1980)

held its first meeting on

"Committee members have expertise in a broad

ucation, business, consumer

) Hispanics, Asian Americans,
and Native Americans are all represented.

U.S. Department of
ee on Equal Opportunity .
s PP- 1, 6.



Conservation Service, and the Agricultural Séabilization and -
Cénservation'Service. For example, an 1ndepth analysis of Farmeés ;WJ
"Home Administration (FmHA) data from i3 southern counties, revealed ' j?‘
th;t in terms of fhe size of loans, purposes for which loans were to | g;
be used, and technical assistance, FoHA did not proyide services to | | ;d,
black farmers cbmparable to those pro?ided to~§ihilar1y situated o i

16 : . |

whites.
A 5¥day Commission hearing held in Alabama 3 years later found

no significant improvement in agricultural program services to
blacks in Alabama since the 1965 report was 1ssued.1? In 1968‘the ' 1[
Comnission proviﬁed a serigé of detailed recommendations aimed at :
correcting extensive deficiencies found in USDA's enforcement of 11
Title VI of the Civil Rights Act of 1964’.18 However, subsequent ij
Commission reports issued in 1971,19 1973,20 and 197521 . f;%

revealed continued procrastination in this area. :

'16. Ibid., pp. 57-82.

17. Paul Good, Cycle to Nowhere, prepared for the U.S.‘Commission
on Civil Rights (Hashington, D.C.: Government Printing 0Office,

1968), Pe 17. ) g

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 Ag;iculture (1968), reprinted im 115 Cong.

Rec. 13456-65 (1969). - :

19. U.S., Commission on Civil Rights The Federal Civil Rights
Enforcement Effort: One Year Later (1971), PP 124-131.

et e o .

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 owned land as a foundatibn fqr greater minority
‘participation in the dramatic economic development activities
occurring in the Southern region.":.l4
The loss‘of tﬁis land and the inability of blacks to endure as
landowners may result in serious consequences for racial relations
in this country. A society where whites control virtually all
agri;ultural production and land development (including commercial,
industrial, and resort development) is not raciaily eqﬁal. Such an
imbalance ;an‘only serve t§ further diminish the stake of blacks in
the social order and reinforce their skepticism regarding the
concept of equality under tﬁe law.

The problems confronting rural blacks| have long been considered

by the U.S. Commission on Civil Rights as a blight on the conscience

of this Nation. In 1965 the Commission conducted a study of the
role of the U.S. Department of Agriculture (USDA) in helping black
farmers make their agricultural efforts viable. 1In the-report,.

Equal Opportunity in Farm Programs, the Commission expressed concern

that whilé USDA had been “instrumental in|raising the economic,
educational, and social levels of thousands of farm and rural
families...{a] quarter of a million Negro f#milies stand as a
' glaring esxception to this picture of progress.“IS Thé report
documentedvspecific findings of discrimination in USﬂA's Farmers

Home Administtation; Cooperative Extension Service, Soil

14. Land and Minority Enterprise, pp. ii-iii.

15. .U.S., Commission on Civil Rights, Equal Opportunity in Farm
Programs (1965), p.8. ~




There never has been ény national recoghition of
what this pellmell change meant in terms of
stresses on our communities, schools,
governments; homes, chdrches, neighborhoods, and
on ourselvesi... |
The result h#s been a national crisis of
environment—the relationship between the people
and the land-—and from this crisis éthers have
erupted all a'ro‘undbus.l2
The lifestyle and economic bases of rural communities also
suffer from the loss of small farms to outside speculators and
corﬁorate farmers. “...[A]reas dominated by larger farms h;ve been
shown to provide fewer social amenities to their residents. Rurél
busineéses have alsé declined‘since the more sophisticated needs of .
larger farmers, couﬁied with improved transportation, have carried
much of farm businesses outside of rural business‘cent;.ers."l3
At stake 1is the sﬁrvival of blaék—ownea land and the future
participation of blacks in agriculture. Alsé at stake is the
sﬁrvival of what h#svbeen the “largest single equity resource in

minority hands” in the South, and the possibility of "utilizing

12. oOrville Freeman, "Toward a Urban-Rural Balance,* in Land 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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landownership aéquired through the resettlement program59 of the
1930s found‘that these programs generated "a substantiél, long4term,

positive impact, creating a permanent|[though very small] cadre of

black middle-class land-ownerg’in possession of decent agricultural
: ' | ‘ ‘
land....” The black landowners were found to be more civic minded,

more active in social and politiéal affalrs, have a greater sense of

~ who had been farmers often discovered

self-worth, and enjoy the pride and prestige of landownership.

10

In contrast, for many black people who migrated from rural to

urban areas, life has been plagued by

overcrowded and deteriorating

housing, welfare dependency, crime, drugs, and alcoholism. Blacks

little demand for their labor

in city job markets, partly because they lacked industrial skills,

and partly because of discrimiha;ion i
Virtually every aspect §f the
éiisis-—poverty and welfare,

" housing and health--could be
migration from rural America

many people on too little spa

n urban labor markets.ll

urban

employment, crime,
linked to a

that resulted in too

ce....

9. “"Launched in 1934 under the auspic
Subsistance Homesteads of the Departme
picked up in succession by the Federal

es of the Division of
nt of the Interior and then
’Emergency Relief

Administration, the Resettlement Administration, and the Farm

Security Administration, the Resettleme

ent Program was in operation

until 1943." It provided loans and grﬁnts for families to acquire

or improve farms. 1Ibid., p. 30.
10. 1Ibid., p. 47.

11. Gunner Myrdal, An American Dilemm

a (New York: Hatper &

Brothers, 1944), pp. 279-303.
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The loss of family and minor;ty-owned farms runs counter to

. widely held and traditionally cherishé& values. Americgﬁs have long
hela the "belief that widespread ownershib of land by those whﬁ fﬁrm
it will produce a more responsible citizenry....”6 A national
opinion poll conducted by ;ouis Harris and Associates found:

The public's preference is for a country which

has a relatively‘lafge number of Qmall~farms....

Significantly, there is a broad—based(‘consensds

on this issue, with strong supp§rt fbr the small

faﬁily farm in evidence in every region of the

country and in every'significaﬁt demographic

subgroup of the population.7
The qualities of self-reliance, indepéndehcg, and ; sense of
efficacy and self-worth have long been associated with
landownership. Evidence suggests that as a result éf the
‘6pportunity fér éelf-emplpyment, managerial experience, and
considerably enlarged discretion éver their lives, black landowners
are "more self-relian;,bbettet off nutritionally, more secure
ésycholqgicaily. and more confident of the future than black

non-ownera."g Research examining the effects of black

6. Ibido, pe 78.
7. Ibid., p. 16.

8. Land and Minority Enterprise, p. 34.




increasingly targeted by land speculators and developers. “"The

frequent pattern is for land to remain in minority hands only so
long as it is economically marginal, and then to be acquired by

004

whites when its value begins to increase.

; The urgency of this situation is accentuated by the virtual

" irreversibility of black land loss. Today, only those who inherit

land or who have other nonfarm sources of| income can afford to

purchase and operate farms. A recently released study by the U.S.

Department of Agriculture fouﬁd that the fmpac; of inflation on land
values is such that income from farming w&ll not cover the early
years of mortgage paymeﬁts for beginning Larmers. To the contrary,
tﬁe‘Federai tax strﬁcture encdufages abseptee ownership and farm
investment. by speculators who are suﬁsidiied in their purchases by
large tax writeoffs not available to low-|or mbderate-income farm
families.” Few rural blacks are in a posiéioﬁ to benefit f?oﬁ

these government subsidies, and few blqck farmers who have,losf, or

are about to lose, their land will be able to repurchase farms in

the years to come.

4. U.S., Department of Commerce, Land and Minority Enterprise: ‘The
Crisis and the Opportunity, prepared by Dr. Lester M. Salamon for .
the Office of Minority Business Enterprise (1976), p. i1 (hereafter
cited as Land and Minority Enterprise). See also, Emergency Land
Fund, To Save Our Land, undated, p. 1l4. '

5. U.S., Department of Agriculture, A Time to Choose: Summary
Report on the Structure of Agriculture (January 1981), pp. 74, 92,
120 (heresfter cited as Structure of Agriculture)
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TABLE 1.1 -

- al/
Farms Operated by Blacks and Whites
1900-1978
Blacks Percént changg " Whites Percent change

1978b/ 57,2711 - -57.3 2,398,726 ~22.4
1969¢/ 133,973 -50.8 3,089,885 - 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 882,852 =-4.6 5,373,703 -2.3 -
1920 925,710 . +3.6° 5,499,707 + 1.1
1910 893,377 ‘ +19.6 5,440,619 + 9.5
1900 . 746,717 ' 4,970,129
Overall percentage 103# . «

. 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 cepsus' inception, the definition of a farm,
based on agricultural sales and acreage, has changed frequently. See
Appendix A for these definitionms. ‘

b/ 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
— & decline of 36.9 percent from 1969. The total number of white

~ operators under the 1969 definition is estimated at 2,833,784 -- a
decline of only 8.3 percent from 1969.

¢/ These figures have been adjusted upward from those published by the
Census Bureau to correct for serious undercounting of farmers in 1969.
See appendix Cc 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. I, pt. 51, pp. 2, 209.




all farm opérations.zv By 1978, only 6.2| percent of that number

remained.

While dispiacement from the land loo@s as a threat to all small
farmers, land loss has occurred ﬁbst‘sev$rely among black farm
operators. Almost 94 percent of ﬁhe far%s'operated by blacks have
been lost since 1920, while the number oé white—operated farms
declined 56.4 percent during the Bame peﬁiod,' Table 1.1 shows the
diminishing numbers and the percentage decline of farms operated by
blacks, as compared with whices, during this century.3

Moreover, the rate of land loss shows no sign of tapering off

for blacks, even though it has slowed somewhat for whitenfarmers;

White land loss peaked at a rate of 28.8 Fercent between 1950 and
19595 during that period the ratevof’black iand loss was almosi
double the white raté -- 51.3 percent. TBy 1978, the rate of loss
for blacks inéreased to 57.3 percent, 2 1{2 times the rate of loss
for whites; At this rate of loss, there Lill be virtually no blacks
operating farms in tﬁis country by the §ni of the next decade.

The escalation of land values is such|that black-owned land is

2. Calvin L. Beale, "The Negro in American Agriculture,” reprinted -
by USDA from The American Negro Reference]Book ed. John P. Davis
(1966), p. 170.

3. Agricultural census data may be inaccurate. Moreover, comparing
agricultural census data over time is problematic due to changes in
the census definition of a farm as well as changes in the
methodology used to perform the census count. Nonetheless,
comparing the numbers of black farmers with the numbers of white
farmers over time shows relative trends which appear to remain true
even when adjusted for changes in definitiPns and methodology. For
further information regarding the data, see explanations for table
1.1 and apps. A and B. : .




- Chapter 1

Introduction: The Decline of Black-Operated Farms

The earth is given as commonstock for man to

labour and live on....

The' small landholders are the most precious

part of a state.

Thomas Jefferson

Only 57,271 farms are currently operated by blacks in the Un;teq
States, according to the U.S. Bureau of the Census.® The |
historical roots that connect black farmers to the land make~the
imﬁinent loss of their land tragicaily ironic. Twenty-five years
after the Civil War, 60 percent of all employed ﬁ;gcks in the United
vStates 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 as
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. I-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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_the Congress.

- Murray Saltzman

= BF ights
The U.S. Commission on Civil Rights is F temporary, independent, ,
bipartisan agency established by Congress in 1957 to: ¢

Investigate complaints alleging denial of the tight to vote by

reason of race, color, religion, sex, or national origin, or by
reason of frau%ylent'practices;

e
2 REFC

Study and collect information concerning legal developments
constituting a denial of equal protection of the laws under the
Constitution because of race, color, re}igion, sex, or national
origin, or in the administration of justice;

Apﬁraise Federal laws and policies with respect to the denial of
equal protection of the laws because of| race, color, religion, sex,
or national origin, or in the administration of justice;

Serve as a national clearinghouse for information concerning denials

of equal protection of the laws because| of race, color, religion,
sex, or national origin; and ‘

Submit reports, findings, and recommendations to the President and

Members of the Commission:

Arthur 5. Flemming, Chairman
Mary F. Berry, Vice Chairman
Stephen Horn
Blandina Cardenas Ramirez
Jill S. Ruckelshaus

John Hope, III, Acting Staff Director
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