
Two Depressions Between 
1921 And 1940

There were two depressions between 1921 and 
1940 —  a junior mortgage depression during the 
years 1921-1930 and a senior or first mortgage de
pression during the years 1931-1940. T o under
stand the nature of these two depressions it will 
be helpful to follow through the financial history 
of Farm er A who bought the 240 acre farm for 
$95,000 in 1920.

The first blow which came in 1921 was the drop 
in prices of farm products. Com  which had been 
averaging over $1 a bushel and actually selling 
for $2 a bushel in the summer of 1919 plunged to 
41 cents in 1921. T he land boom was definitely over.

The second blow was the interest payment on 
the mortgage debt which hit like a “ton of brick” 
in 1921. In the actual case of Farm er A with a 
$90,000 mortgage debt, the required interest pay
ment of $5,000 was more than the value of all the 
com produced on both of his farms that year. 
Some farm owners borrowed money from banks, 
relatives, and any other sources available in order 
to meet their required payments, hoping that next 
year would see com above $1 a bushel. But the 
hoped-for did not happen, the average com price 
for 1921-1925 was only 63 cents a bushel.
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Foreclosures and bank failures began to occur 
in the early 1920’s. Those buyers who had made 
only a small down payment and owed a large debt 
were the first to lose their farms, usually to the 
holder of a junior m ortgage, that is a second or 
third m ortgage. In the case of Farm er A, who had 
paid over half the purchase price in cash, the fore
closures did not occur until 1927 and 1928 when 
the farmer lost both of his farms. U p to this time 
our farm er had hopes that conditions might im
prove, but they did not. In the meantime he had 
borrow ed all he could to stave off foreclosure only 
to give in finally when he had exhausted his bor
rowing ability and could meet neither his proper
ty taxes nor the interest on his debts. Farm er A 
was typical of a particularly unfortunate group of 
land boom victims who had invested a large 
amount of their own resources only to see them 
evaporate with the continued low level of corn- 
hog prices after 1920.

T he foreclosures of the 1920’s were largely the 
foreclosure of junior mortgages, in most cases 
second m ortgages but in some cases, even third 
and fourth mortgages. W h en  the farm owners 
were unable to pay the interest, they usually stop
ped paying all obligations including property tax 
es. In a situation like this the junior mortgage 
holder had to step in, pay up the property taxes 
and the interest on the first mortgage, and fore
close his m ortgage to obtain title, otherwise the
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first mortgage holder could do this and cut the 
junior mortgage holder out entirely. In cases 
where the value of the farm had declined below 
the amount of the first mortgage, there was no 
point in the junior mortgage holder doing any
thing because he had no equity, but during the 
1920 s the farm in most cases was worth more than 
the first mortgage so the junior mortgage holder 
almost always stepped in, foreclosed, and took title.

In our example of Farm er A one of the second 
mortgages was for $16,000 on 160 acres repre
senting part of the profit made by the seller of the 
farm in 1920. A t the time of the foreclosure in 
1928 the amount of back interest and penalties due 
on the $16,000 mortgage brought the total up to 
$19,200. A t the foreclosure sale the farm was bid 
in by the second mortgage holder for $12,000 
subject to an existing first mortgage of $16,000 
or $100 an acre. The sale left a deficiency of 
$7,200 which the second mortgage holder used to 
have a receiver appointed so that he was entitled 
to rent from the farm during the year of redemp
tion. About this time the second mortgage hold
er dropped out of the picture giving up all his 
rights to the farm to a local bank which obtained 
title to it. The bank sold the farm to a farmer, 
who will be designated as Farm er B, for $27,000 
or $170 an acre. Farm er B paid $11,200 cash and 
took on a mortgage debt of $16,000.

Farm values during the junior mortgage de-
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pression declined steadily. T hey  started  at $255 an 
acre a t the top of the boom in 1920. In 1921 they 
w ere down only to $235 but this w as a nominal 
figure because there were few farms being bought, 
no one w as interested in buying. By 1930 the av
erage value per acre had dropped to $135.

T he senior or first m ortgage depression hit in 
1931. C om  prices w ere down to 43 cents a bushel 
and they dropped to 23 cents in 1932. H ogs, the 
proverbial m ortgage lifter, declined from $8.80 a 
hundred in 1930 to $3.20 in 1932. A low price 
for com  and hogs w as the basic cause of the first 
m ortgage depression which saw  farm owners hav
ing trouble paying their property taxes and the in
terest on their first m ortgages. Those owners who 
had only a first m ortgage against their land dur
ing the 1921-1930 period had been able to get by 
and in some cases make some progress financially. 
But the decline in corn and hog prices, which 
came in 1931 and 1932, made it virtually impos
sible to do much more than pay property taxes and 
current operating expenses with nothing left to 
pay the interest on the first mortgage.

T he property tax burden was particularly 
heavy in the depression years and was one of the 
im portant causes of financial distress. H ere are av 
erage figures for Iowa which show the slow ad 
justment of property taxes to changes in product 
prices:
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Iowa farmers have in their land the basis for a sound and enduring 
prosperity provided land speculation and severe declines in product 
prices can be prevented.
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C irc u la r  (No. 4)

lOWA G E N E R A L  LAND A G E N C Y :  

by L E  GR AN D  B Y IN G T O N  

A T  IOWA C IT Y ,  IOWA.

SIR:  - The  a s s i g n a b i l i t y  of the Bounty  L a n d  W a r r a n t s  i s s u e d  
u n d e r  the a c t  of 1850,  h a s  r e n d e r e d  the f o r m s  and  i n s t r u c t i o n s  
w h ic h  a c c o m p a n i e d  m y  f o r m e r  c i r c u l a r s  u n n e c e s s a r y ,  and  i n d u c e d  
m e  to m o d i f y  the p r o p o s i t i o n s  t h e r e i n  s u b m i t t e d .  I have  a l s o  i n 
c r e a s e d  m y  f a c i l i t i e s ,  wi th  a v i ew to m o r e  e x t e n s i v e  o p e r a t i o n s .  I 
wi l l  now r e c e i v e  t h e s e  w a r r a n t s ,  ( a s s i g n e d  in b l a nk )  a t  m y  r e s i d e n c e  
in Iowa C i t y ,  Iowa,  a n d ,  a s  d i r e c t e d  by the s e n d e r ,  e i t h e r -

I. L o c a t e  t h e m  upon  the  c h o i c e s t  l a nd  in the s t a t e  (when  the w a r 
r a n t  h o l d e r  d e s i r e s  the l an d  fo r  h i s  own u s e ,  o r  f o r  s p e c u l a t i o n )  fo r  
the fo l l owing  f e e s  in  a d v a n c e :  f o r  40 a c r e s ,  $5 ;  80 a c r e s ,  $7;  160 
a c r e s ,  $10;  pa y in g  t h e r e o u t  a l l  l and  of f i ce  and  o t h e r  c h a r g e s  of s e 
l e c t i o n  and  l o c a t i o n ;  o r -

II. P u r c h a s e  t h e m  a t  15 p e r  c e n t ,  above  t h e i r  c u r r e n t  p r i c e  in the 
c i t y  New York ;  o r -

III. Se l l  t h e m  to a c t u a l  s e t t l e r s ,  fo r  c a s h  o r  on t i m e ,  f o r  a c o m 
m i s s i o n  of t en  p e r  c e n t ,  upon  the a m o u n t  r e a l i z e d ,  b e s i d e s  c o n v e y 
a n c i n g  f e e s ;  o r -

IV. L o c a t e  and  s e l l  the l an d ,  o r  s e l l  the w a r r a n t  in the f i r s t  i n 
s t a n c e ,  to the v e r y  b e s t  a d v a n t a g e  fo r  a m o i e t y  of the n e t  p r o f i t s ,  
a nd ,  on t i m e  s a l e s ,  a l l ow  the s e n d e r ,  in a d d i t i o n ,  i n t e r e s t  upon  the 
c o s t  of h i s  w a r r a n t s  a t  the  r a t e  of 6 p e r  c e n t ,  p e r  a n n u m ,  f r o m  the 
da t e  of s a l e  to the t i m e  h i s  m o n e y  is  r e m i t t e d .

W he re  w a r r a n t s  a r e  s e n t  to me  r e g u l a r l y ,  by E a s t e r n  A g e n 
c i e s ,  I r e p o r t  s a l e s  and  m a k e  s e t t l e m e n t s  m o n t h l y ,  and  on a l l  t i m e  _ •
s a l e s ,  g u a r a n t e e  the p a y m e n t  of the m o n e y  to the s e n d e r ,  upon the 
e x p i r a t i o n  of the t i m e  g i v e n .  Al l  w a r r a n t s ,  o r  p a c k a g e s  of w a r r a n t s ,  
s h ou ld  be a c c o m p a n i e d  by s p e c i f i c  d i r e c t i o n s  a s  to the  m a n n e r  of d i s 
p o s a l ;  a n d ,  if s e n t  u n d e r  the 4th of the ab o ve  p r o p o s i t i o n s ,  by a 
s t a t e m e n t  of the e x a c t  c o s t  of e a c h  w a r r a n t .

I a t t a c h  fo r  y o u r  i n f o r m a t i o n ,  a s c h e d u l e  of the p r e s e n t  s e l l i n g  
p r i c e s  of the w a r r a n t s  a t  Iowa Ci ty ;  r e m a r k i n g ,  h o w e v e r ,  tha t  
p r i c e s  fo r  the l a r g e r  d e n o m i n a t i o n  of w a r r a n t s ,  c a n n o t ,  in m y  j u d g 
m e n t ,  be  m a i n t a i n e d  a t  t h e s e  f i g u r e s ,  f o r  any  g r e a t  l eng th  of t i m e .

W a r r a n t s  f o r  160 a c r e s ,  C a s h  $135;  On one  y e a r ' s  t i m e ,  $200;
" " 80 " " 75; " " " " 110;
" ii 40 " " 40; " '' " •• 55-

Part of an advertisement sent out in the 1850 s by Le Grand Byington, an Iowa City
land agent. Byington, a successful farmer and real estate agent, helped in bringing 
the Rock Island Railroad to Iowa City.



Location of 48 townships (in black) offered for sale by the U. S. Government in 1838. 
and the 7 townships (cross-hatch) offered in 1839.
(Opposite page, top) Timber, streams, and original entry sales of public lands through 
1839 in a block of 6 townships in northeastern Iowa are shown. This is the location 
of original entry sales in 1839. Timber (T) is enclosed within dash lines, streams are 
solid lines, and original entry sales are in black. Most sales, it is evident, were located 
in or near timber.
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Same map as above, but with original entry sales shown through 1846. In the period, 1838- 
1846, settlers showed a definite preference for lands in or near timber and water. Out of 
130,773 acres offered for sale in the 6 townships, 14,007 acres, or 11 per cent, were sold 
through 1846.
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Corporale-owned land in Iowa, January 1939. Figures show percentage of farm land in 
each county owned by corporations^—most of them farm mortgage lenders. Counties with 
high percentages are generally those with low farm values. State average was 11.9%.
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Areas of highest erosion in southern and western Iowa are also areas where foreclosures 
and corporate land holdings were especially high. Prior to 1930, such areas were frequently 
over-valued. Poor drainage, not erosion, was a serious problem in northern Iowa.
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Shown are the number of farm mortgage foreclosures in Boone and Story Coun
ties, 1856-1938, and index of prices of farm products, 1870-1938. From 1870 to 
1900 farm product prices fluctuated at a low level and foreclosures were relatively 
heavy each time the price index fell. From 1900 to 1920 prices rose rapidly and 
foreclosures were almost non-existent. From 1921 to 1938 prices slumped and fore
closures rose to new highs.
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Estimated number of farm mortgage foreclosures and total farm mortgage debt 
in Iowa, 1915-1939. Chart shows two depressions —that of 192M930 when junior 
mortgage foreclosures predominated, and the deeper depression of 1931-1939 
when first mortgage foreclosures were common.
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ESTIMATED MARKET VALUE PER ACRE OF FARM LAND AND
BUILDINGS BY COUNTIES, MARCH I, 1913
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Iowa state average—1913—$118

1 9 0 1 8 1 9 1 1 -$no
1 9 0 2 - 58 1 9 1 2 - 1 1 5

1 9 0 3 - 66 1 9 1 3 - 118
1904 - 66 1 9 1 4 - 124
1905 - 6? 1 9 1 5 - 134
1906 - 75 1 9 1 6 - 153
1907 - 78 1 9 1 7 - 160
1908 - 82 1 9 1 8 - 174
1909 - 93 1 9 1 9 - 1 9 2

1910 - 96 1 9 2 0 - 255

1921 -$235 1931 -^117
1922 - 194 1932 - 96
1923 -  186 1933 - 69
1924 -  171 1934 -  75
1925 -  162 1935 -  80

1926 -  155 1936 -  87
1927 -  145 1937 - 87
1928 -  140 1938 -  88
1929 -  139 1939 - 88
1930 -  135 1940 - 88

1941 - 88
Average value per acre of farm land and buildings, March 1, 1901-1941. Figures for 1901-1911 
from the Iowa Agricultural Experiment Station; for 1912-1941 based on index figures of the 
U. S. Department of Agriculture.
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IOWA FARM VALUES BY CROP REPORTING DISTRICTS

Average Iowa farm land values on November I, 1966, and
amount of increase over the previous year.

4

t

N o r th 

w es t

North

Central

N o r th 

eas t

West

Central Central

East

Central

S o u th 

w e s t

South

Central

So u th 

east

Year All G rad es  Land

1957 $274 $263 $193 $226 $277 $262 $184 $138 $211

1958 289 286 213 244 293 286 202 153 226

1959 292 279 225 256 305 305 200 160 227

1960 270 271 214 238 287 280 191 149 224

1961 270 268 224 243 283 276 192 153 226

1962 277 279 214 250 293 277 197 155 232

1963 284 291 231 262 295 283 211 154 239

1964 307 311 229 277 324 292 213 171 252

1965 340 346 250 302 354 325 239 191 276

1966 383 386 281 346 403 359 272 212 318

High G ra d e  Land

1957 370 350 272 330 393 407 270 223 359

1958 388 375 306 347 411 440 292 248 376

1959 392 348 326 368 427 445 292 256 373

1960 359 362 317 350 403 416 281 238 366

1961 363 361 324 355 397 409 272 247 369

1962 374 370 316 364 405 409 286 249 378

1963 384 378 334 378 413 419 299 245 391

1964 412 401 332 396 443 432 309 267 402

1965 454 452 358 422 481 478 339 297 436

1966 509 506 400 497 550 525 392 328 498

Medium G rade Land

1957 275 261 193 219 272 254 178 129 191

1968 291 285 207 243 291 276 195 141 210

1959 291 291 219 251 301 310 192 150 210

1960 271 272 205 235 283 277 184 140 208

1961 274 266 216 235 281 274 189 142 214

1962 280 279 205 243 293 273 193 145 219

1963 287 288 220 254 292 278 210 143 220

1964 308 313 221 271 322 288 210 161 239

1965 337 348 241 299 349 319 236 185 263

1966 379 383 272 331 402 352 260 200 301

Low G rad e  Ljind

1957 178 178 113 129 166 126 102 61 83

1958 189 196 126 143 177 143 119 71 93

1959 191 198 131 149 183 158 118 75 98

1960 178 180 200 131 175 148 107 70 97

1961 172 177 131 139 170 145 108 71 94

1962 176 189 121 144 180 148 112 71 98

1963 182 206 138 153 180 153 123 73 106

1964 202 218 135 163 206 156 120 83 114

1965 230 238 153 185 232 180 143 91 130

1966 261 268 169 212 256 201 162 108 155

Average value per acre of Iowa farm land and buildings, by crop 
reporting districts and grades of land, November 1, 1957-1966.



IOWA FARM VALUES BY TYPE OF FARMING AREAS

Average Iowa farm land values on November 1, 1966, and amount of 
increase over the previous year in various type areas.

Year
State

Average

North 
C ir.tra l 
G rain

Eastern
Live
stock

Western
Live
stock

Northeast
Dairy

So them 
Past re

1941 $ 88 $106 $101 S 90 $ 87 $ 58
1942 100 118 115 103 95 67
1943 119 141 138 119 NO 83
1944 130 158 151 136 115 8?
1945 140 168 167 148 118 98

1946 149 180 177 161 127 103
1947 167 196 200 187 138 117
1948 176 207 204 193 145 124
1949 177 213 203 197 151 122
1950 197 240 226 217 168 135

1951 212 258 244 238 174 148
1952 20? 258 240 224 182 143
1953 198 246 226 212 171 134
1954 205 258 236 222 180 126
1955 215 270 242 231 190 140

1956 220 279 251 231 197 144
1957 2, 6 278 264 228 212 147
1958 244 305 282 246 231 158
1959 252 306 290 253 244 165
I960 237 284 277 237 230 158

1961 237 282 273 241 229 159
1962 241 292 773 247 228 162
1963 250 307 281 257 237 167
1964 2*5 328 29? 272 248 18 D
1965 293 35? 331 301 274 199

1966 331 410 372 340 307 225

Average value per acre of Iowa farm land and buildings, by type 
of farming area on November 1, 1941-1966.
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^  ^  ri ri ri ri ri ri ri ri CM ri r-i ri ri ri ri ri ri ri ri ri r i r i r i r i r i r i r i r i r i r i  ri ri ri ri ri

co 1rs r i  O  s£> en co rovo
.3 J3 O  CO N VS O M) (M
ri ri ri ri ri ri ri ri ri

O

&

o
ri
Os

r-i Os ri m^t sp CM m o
ri CO ri CM s£) ^  t- N- 
CM ri ri r-i CM CM CM CM ri â CMQ co m_̂  o CO CM CO© IT\©© Q H (M (M© H J  O -3 m Os O COCO t— O CO-̂  Jt©Jj OsVO NCON^ W 

ri O ri OS sO NrlO© W-i3 O'P'O CM-̂ cOO ri S/SCMN-OsfOfOOsN-CMCOrisCSp CMCOCOO CM msTsps 
rimCMCOCMCMCMCMCOririCMWCMCMCMriririCMCMriCMrlriCMCMCMCMCMCMCMCMCMCMriCMcOCMriCMri

O P ^ S S ^ o
rl ri ri ri ri ri ri ri ri ri ri ri ri ri

O G0 OsvO vp N- COvp rivON-riOsOCMOri scs vp vp ri SCS 
N- C-vO NC© H o CO OS O N-O Os CM t—OsOjOvO H Ov' 8

ri ri ri

v̂ CMvp O» NVP CM ICS ICS Os-* ^  ers meO Osso risOOr«OOsCMN-cn mvO J ©  W NN COCO sCSvO Os O CM scs sTscO CD CM 
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M~n U"N CM r- Ûv r- 3t lAUN^.Oo3iOsOmvfi»Arl3 mO-T CM ^  ^  H H H H H H H H  ^  »—4 »-4 »—4»--4»-4r-4»—4/-4r-4f—< H H H H H H H H  -̂4 ,-4 H  H  H H H  r4

¡ i \  u r v 5  S i r l ?  5 T ? £ r ^  ?> *-4 itn m  o  co O m  i r \ 3 t  © i - H o m o \ i c \ < n m u \ Q ( \ j c o w © J  O  C v t* -v o  »a  on
J33 2 2  ^  C-ICVOnOnO r~ t-CO r— r-4 o O CM n i  ONCO irvi-4 3t CM c- ^

H H H H H H H  ^ r - 4 r ^ ^ J rH«Hr-<«-4 H H r4 H r4 H H H i(| H H H CM r4 H H r4 H H H r l H H r4 H H r4 r4

2  Os CM CM S' CM & S'8 8 S' !?£  ¡£J£j!o 2  ^  W o  CM J  O iAfVJ©NO O J  CM CO mvO vo t-
Aj Xi Aj iu P, P. P, . p* trr CQ r-4 -p m r-4 ITWO CM VO CO CD ICN f— 37 ©lAH^f r-A iTVO f— m OnCO ITNVO t̂~ On -7 m CM
CMHWOJHCMWHinwCMHCMCMHHHCMCMmCMCMCMCMCMWCMWHnCMn^nCMWriHrlHCVJHWHHCMrJCM CM

t^O lAf-^\r« o CM 
O- r-4 O VO5^^ 2 S12. FN P .9 iO X? P  FT P S0J£‘VD ĈO 0\r4r4©r4a\r4©00\r4HCMWm^h-(\J t̂ -NO NO 
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Property Tax Per Acre on Farms

Year Tax Year Tax Year Tax
1918 $ .72 1926 $1.14 1934 $ .85
1919 .90 1927 1.14 1935 .94
1920 1.10 1928 1.15 1936 .97
1921 1.12 1929 1.22 1937 .99
1922 1.12 1930 1.24 1938 .99
1923 1.13 1931 1.13 1939 1.04
1924 1.14 1932 1.02 1940 1.00
1925 1.15 1933 .90 1941 1.01

Local commercial banks, along with farm own
ers, had hard sledding in the 1920’s and early 
1930 s. In 1920 there were 1,703 state and nation
al banks operating in Iowa. By 1930, largely as a 
result of bank failures and mergers to avoid fail
ure, the total had declined to 1,212, and by 1935 
the total was down to 656 banks.

The low point in farm values came in 1933 at 
$69 an acre as the average value for farm land 
and buildings in Iowa. Every year from 1920 to 
1933 farm values had dropped— a total decline of 
$186 in 13 years or an average of $14 a year.

The contrast between the situation before and 
after 1920 was striking. From the beginning of 
the state s history to 1920 there is no record of 
any decline in farm values for the state as a whole. 
All of the Federal Census values reported to 1900 
show increases, and all the annual values report
ed from 1900 to 1920 show an increase, with the 
exception of 1904, when values remained station
ary. The farm family in 1920 which looked back
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could see nothing but rising farm values for three 
generations back to the original settlers in the 
1840’s and 1850’s. O n the other hand, this same 
family in 1933 could look back 13 years and see 
nothing but declining values with each year bring
ing a new low to the value of its farm.

It is no w onder that farm owners with m ort
gages w ere discouraged in the early 1930’s. Some 
of these owners, like Farm er B, had purchased 
their farms in the depressed years of the 1921-
1930 period and had invested substantial amounts 
in their farms. O ther owners had bought their 
farms before the land boom, had w eathered the 
junior m ortgage depression of 1921-1930, and 
were now about to lose their farms through no 
speculation on their part. W ith  close to one-half 
of the land in Iowa being under m ortgage at an 
average debt of $75 an acre, it was evident in
1931 that a serious financial crisis existed.

T he crisis in 1931 which became worse in 1932 
can be illustrated in simple terms by referring to 
the farm which Farm er B purchased only a few 
years earlier for $170 an acre. This w as part of 
the same farm which sold for $396 an acre in 1920. 
Now, in 1931, Farm er B was in trouble with his 
first m ortgage debt of $100 an acre. Besides he 
w as in debt for loans on livestock and equipment.

T here were only two w ays Farm er B could go 
in 1933— one was to give up and the other was 
to hang on by using emergency financial measures



voted by Congress and the State Legislature.
If he gave up, as many did, his first mortgage 

would have been foreclosed and he would have 
lost his farm, or he might have agreed to deed his 
farm to the holder of the mortgage for a small 
amount provided he could give a deed that the 
lender would consider satisfactory. The fact that 
corporate lenders owned nearly 12 per cent of the 
farm area in the state in 1939 is sufficient evidence 
to indicate the large number of farm owners who 
lost their farms to first mortgage holders.

Farm er B, however, like many other farmers 
took the other route— hung on by using emergen
cy aids in the hope that farm product prices would 
eventually bail him out. As it turned out, Farm er 
B and others, who hung on, lived to see the value 
of their farms rise substantially above the 1933 
level, and lived to see themselves move from a 
bankrupt condition to one of solvency and a size
able net worth.

W h a t actually happened to Farm er B is typical 
of the success story of the depression in the 1930 s. 
First, he applied for relief under the Iowa M ort
gage Moratorium Act which froze any foreclo
sure actions for the duration of the emergency 
which eventually ended in 1939. This made it 
impossible for the holder of the first mortgage on 
B’s farm to foreclose and take title. U nder this 
Moratorium Act Farm er B was required to pay 
the mortgage holder a rental share of the crop pro
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duced which had to be applied on the m ortgage 
interest due, and if there w ere anything left over, 
which w as unlikely, it had to be applied to the 
principal of the m ortgage.

A nother emergency aid at this time w as a re
financing program  provided by the Federal Land 
Banks and the Farm  C redit Adm inistration. If 
the m ortgage holder was pressing for paym ent and 
willing to take a discount on his loan in order to 
get cash, it w as possible through the combined fi
nancing of a first m ortgage Federal Land Bank 
loan and a second m ortgage Land Bank Commis
sioner loan to pay off all the creditors. This allow
ed the distressed farm owner a new start with all 
of his old debts cancelled and a new debt load 
which w as adjusted to w hat his farm would sup
port under current price conditions.

T he Federal refinancing was assisted by county 
debt conciliation committees who used the refi
nancing offer to scale existing debts to a level 
which the farmer could carry. For example, 
Farm er B, in 1933, had total debts of more than 
$19,000 and total assets including his farm of 
$16,000. B became discouraged and tentatively 
decided to give up, deed the farm to the mort
gage holder, and try  to rent the farm from him. 
As a last resort he came to the county debt con
ciliation committee before deeding the farm. The 
committee, after extended negotiations, arranged 
an agreem ent with the bank and other creditors to
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give Farm er B time to work out his difficulties. 
There was no scale down of debt; neither was 
there any refinancing through the Federal Land 
Bank and the Land Bank Commissioner. Farm er 
B held on to his farm, did well in the next ten 
years accumulating $26,000 of net worth in his 
land when it sold in 1943 for $206 an acre.

A nother actual example, this one involving re
financing, shows how many financially distressed 
farm owners were able to hold on to their farms. 
In this case the farmer had a $30,000 first mort
gage on a half-section farm and owed the local 
bank and other creditors $10,000 on machinery 
and livestock. All that he owned was his farm 
worth $28,000 and machinery and livestock worth 
$6,000. In short, he was $6,000 in the “hole.'’

Although this farmer considered his farm worth 
$28,000, actually there was no one willing to pay 
him that much for it. It was a nominal value in 
the sense that if there had been more buyers it 
could have been sold for that figure. There were, 
to be sure, a few buyers, enough to set a market 
price but that was all. In Story County, there 
were only 19 farm sales in 1932 compared to 70 
in 1930 and 516 in 1920.

The Federal Land Bank and Land Bank Com
missioner offered to lend $26,000 on this farm and 
the Regional Agricultural Credit Corporation of
fered to advance $5,000 on the machinery and 
livestock. W ith  these offers totalling $31,000 the
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county debt conciliation committee went to work. 
T hey  obtained a settlem ent of $26,000 on the first 
m ortgage and an agreem ent with the bank and 
other creditors to take $5,000 in cash for their 
$10,000 in claims. T he creditors did not get paid 
in full but they did get cash which at this time 
w as at a premium and could be invested in many 
places to good advantage. T he farm ow ner who 
had been hopelessly insolvent with $40,000 of 
debt was now able to make a fresh start with his 
debts at a m anageable level of $31,000. This as
sumed, of course, that product prices did not go 
any lower. If they had declined even the $31,000 
would have been too high. As events worked out, 
product prices and values did not go down, they 
w ent up instead. This farmer saved his farm.

Between the depth of the depression in 1933 
and 1940 there was some recovery but not much. 
Farm  values which hit their lowest point at $69 
in 1933 had recovered to $87 by 1936. P art of this 
recovery was the support which the refinancing 
loans of the Federal Land Bank and Land Bank 
Commissioner gave to the land market. This was 
the extent of the recovery. In the next four years 
there was practically no change in average farm 
values. In 1940 farm values were still $88 an acre, 
far below the average of $135 in 1930.

O ne reason why farm values failed to rise more 
than they did in the late thirties was the large 
supply of farms in the hands of corporate lenders.



TWO DEPRESSIONS 479

As pointed out earlier, the total acreage held in 
1939 was nearly 12 per cent of the farm area of 
the state, with a major portion of the total, rough
ly two-thirds, owned by insurance companies who 
had been heavy lenders on first mortgages in Iowa 
prior to 1930. O ther lenders included joint stock 
land banks, Federal Land Bank of Omaha, and 
local banks. By law most of these lenders were 
required to sell any farms they acquired within 
five years. Consequently, even though there was 
no rigid enforcement of the five-year rule, there 
was an active campaign to sell the farms they had 
acquired through foreclosure of loans and through 
deeds in place of foreclosures.

Some of the insurance companies provided ex
cellent terms in their efforts to sell their farms. 
Contract sales were common, and down payments 
as low as 10 per cent were also common. The pre
vailing policy of most lenders was to sell their 
farms at current prices and not try to hold for an 
increase in price.

Considerable resistance to the buying of farms 
was evident in the 1936-1940 period when lenders 
had a large supply of farms to sell and were mak
ing a determined effort to sell them. It was the re
verse of the situation in 1920 when every one was 
eager to buy. How strange! W hen  the price of
an Iowa farm was $255 an acre there was a stam-

%

pede to buy, when it was down to $88 an acre it 
was difficult to get anyone interested in buying.
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A n explanation of the low interest in buying in 
the 1936-1940 period is not hard  to find. Farm ers 
had just been through a continuous 13-year decline 
in farm values which had wrecked the hopes and 
dream s of countless farm families. M any a farmer, 
who w as tem pted to buy a good quarter section 
at $ 100 an acre with only a small down payment 
required, decided against it. Some of those who 
got “burned” in the land boom vowed “never 
again .” T here  w as a current attitude commonly 
expressed that you could make more money by 
investing in livestock and machinery than you 
could in land, by renting ra ther than owning. F or
tunately, there were a number of farm operators 
who did yield to the temptation and bought one of 
the best farm bargains between 1909 and 1967.

T he  irony of the situation in 1936-1940 is il
lustrated by the excess of sales in 1920 and the 
relatively few sales in 1939. In Story County, the 
516 sales in 1920 averaged $289 an acre while 
the 95 sales in 1939 averaged only $99 an acre. 
Those who bought in 1920 in many cases lost ev
erything while those who bought in 1939 made a 
small fortune.

For the future the moral of the 1919-1940 pe
riod is clear. If we can avoid the speculative ex
cess of the land boom we can avoid the tragic 
consequence of financial distress. This means we 
may never again have farms on the bargain coun
ter as they were in the 1936-1940 period.


