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in 1932 to $2.1 billion at the close of 1935 (additional to $0.8 billion
outstanding on farm mortgage loans made by the Land Bank Commis- .
sioner as a direct agent of the government under emergency powers).

During World War II there was some decrease in total federal credit,
both the holdings of federally sponsored agencies such as the Land Banks
and those of direct governmental agencies, chiefly due to the agricultural
prosperity which permitted farmers to pay off mortgages, and to decreased
activity in housing.

After 1945, lending from federally sponsored agencies increased;
outstandings totaled $3.1 billion by 1953. Direct federal lending also
increased substantially. Commodity Credit Corporation loans for farm
price support at no time have been more than a small part of total govern-
ment credit, but in some years have been important in the total of federal
credit to agriculture. They increased rapidly in the late 1930’s, decreased
sharply during the war to a record low in 1946 and shot up again beginning
in 1947.

The most spectacular postwar increase has been in federal insurance
and guarantee commitments on privately made loans. These did not exist
before 1934, but now dominate the entire picture of government credit
activities. The amounts underwritten have risen continually, with only a
slight dip at the end of World War II, from $1 billion in the middle thirties
to $19 billion in 1950 and about $30 billion at the end of 1953.

In short, the postwar record (1946 through 1953) shows slow but
steady increase in outstanding loans of federally sponsored agencies, an
even stronger rise in loans of federal agencies, and a continued sharp rise
in the curve of federal insurance and guarantees.

Relative Importance of Federal Lending

Compared to total net debt of the nation (the net amount owed by indi-
viduals, business, state and local governments), federal lending reached
a high of 7 per cent in 1940. (Here only direct loans, and not loan guaran-
tees oOr insurance, enter the comparison.) In 1920 it was 1.2 per cent, and
in 1950, 5.4 per cent. The recent decline is due, not to a shrinkage of
federal credit, but to the relatively more rapid growth of private lending.

Detailed observations show significant differences in the importance of
federal credit in various sectors of the economy. In lending to agriculture
and to private financial institutions, the federal government has been an
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CHART 2
Distribution of Farm Mortgage Debt among Principal
Public and Private Lenders, Selected Years, 1910-1954
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17, November 1954, Table 1,
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important factor compared with private lenders. For business, for minor
governmental units, and for urban housing, outright federal lending has
been minor in size compared with private financing.

In agriculture, federal credit became a major factor, though it has
declined in relative importance since 1940. In that year, the holdings of
federal and federally sponsored agencies exceeded those of private institu-
tional lending agencies — the ratio was higher than 3 to 2. In 1950, federal
loans to agriculture outstanding were about $4 billion; private institu-
tional loans about $4.9 billion.

Taking farm mortgage loans alone, federal and federally sponsored
agencies held 19 per cent of the total outstanding debt ($7.7-billion) at
the beginning of 1954, whereas they had held more than 40 per cent in
1940 (Chart 2 and Table 3). This reduction of the federal share was due

both to a decline in federal holdings and to increased private lending
on farm mortgages. Interesting regional differences were discovered. In -

1954 federal lending was most important in Alabama, Mississippi, and
Louisiana, accounting for 32 per cent of the farm mortgage debt
- (Table 4). It was also important in other southern areas and the Great
Plains; less important in New England; and least significant in the southern
part of the Far West, where it represented about 11 per cent of the total
farm mortgage debt.

In short-term, non-real-estate farm credits (such as crop loans), federal
support was not significant up to the end of 1929 — only about 2 per cent
of the total. But after the introduction of emergency relief programs in

1932 and 1933, expansion of the disaster loan programs, and creation of -

production credit associations and the Commodity Credit Corporation,

credit supplied directly by.federal and federally sponsored agencies repre- -

sented 30 per cent of the total by January 1935. Two years later, federal

credit amounted to over 50.per cent of the total outstanding. Subsequently, *

the publicly held share of short-term credits declined to 27 per cent (in
January 1954), but with another 28 per cent federally protected (through
CCC guarantees of bank loans).
. The important role of federal credit in ﬁnancmg cooperatlves, both for
marketing crops and for rural electrification, is also.shown in the study.
Altogether, the authors conclude, “federal lending in the agricultural
sector has tended since the thirties to approach and even surpass the
amounts advanced by private lending institutions.” Competition between
" private and federal finance has been sharpest in this sector of the economy.

In private business, government loans have been comparatively unim-
portant quantitatively. They amounted to only 2.8 per cent of the volume

14



| TABLE 4

Distr?lbution of Farm Mortgage Debt as of January 1, 1954
' among Principal Public and Private Lenders,
} by Farm Credit District

Federal and

FARM ‘ Federally Life All

CREDIT . " Sponsored Insurance Operating
DISTRICT2 Agenciest Companies Banks Othersc
Springfield | 15.6% . 68% - 21.5% 56.1%
Baltimore | 124 7.2 32.0 48.4
Columbia. .- 219 16.4 15.6 46.1
Louisville ' 12.7 23.2 27.6 36.5
New Orleans 323 19.5 15.1 33.1
St. Louis ' 20.1 38.4 14.5 27.0
St. Paul 19.6 14.0 174 49.0
Omaha ! 248 423 8.2 24.7
Wichita '. 19.3 36.3 - 6.4 38.0
Houston . 253 422 5.5 27.0
Berkeley ‘ 11.1 15.9 12.1 60.9
Spokane

18.8 20.2 . 59 551

|
I
i
|
v

Computed from data in Agricultural Finance Review (Department of Agriculture,
Agricultural Research Service), Vol. 17, November 1954, Table 3, p. 84. Bank
loans are classified according to location of bank and are not strictly comparable
with the data for other lenders, where the classification-is by location of mortgagcd
farms.

aStates included in the farm credit districts are as follows: Springfield — Maine, New
Hampshire, Vermont, Massachusetts, Rhode Island, Connecticut, New York, and
New Jersey; Baltimore — Pennsylvania, Maryland and the District of Columbia,
Delaware, Virginia, and West Virginia; Columbia — North and South Carolina,
Georgia, and Florida; Louisville — Indiana, Ohio, Kentucky, and Tennessee; New
Orleans — Alabama, Mississippi, and Louisiana; St. Louis — Illinois, Missouri, and
Arkansas; St. Paul — Michigan, Wisconsin, Minnesota, and North Dakota; Omaha
— Iowa, Nebraska, South Dakota, and Wyoming; Wichita —. Kansas, Oklahoma,
Colorado, and New Mexico; Houston — Texas; Berkeley — Utah, Arizona, Nevada,
and California; Spokane — Montana, Idaho, Washington, and Oregon.

bCovers the federal land banks, the Federal Farm Mortgage Corporation, and the
Farmers Home Administration. .

cRefers to: mdmduals and miscellaneous mstltutlons

of loans held by prlvate financial institutions in 1920, shrank to 0.4 per
cent in 1930 and thereafter increased steadily to about 5 per cent in
1950. Tables 5 and 6 show similarly small percentage ratios of federal
credit to total net business debt outstanding and to net corporate debt.

15



TABLE 5

Outstanding Amounts of Federally Supplied Credit to Business
as Percentages of Outstanding Net Business Debt,
1929-1953

(dollar figures in billions)

FEDERAL CREDIT AS % OF NET BUSINESS DEBT
Direct Loans, Loan

END OF NET BUSINESS . Insurance and
YEAR DEBT? Direct Loansb Guaranteesc
1929 . $i11 0.1% 0.1%
1930 112 0.1 0.1
1931 104 0.1 0.1
1932 96 0.5 0.5
1933 90 .6 0.6
1934 87 0.8 0.8
1935 85 0.9 0.9
1936 85 0.8 0.8
1937 85 0.8 0.8
1938 82 0.9 0.9
1939 81 0.9 1.0
1940 81 1.1 1.1
1941 84 1.1 1.1
1942 81 1.4 23
1943 81 1.5 3.6
1944 82 1.4 3.3
1945 83 1.1 1.8
1946 89 2.0 2.5
1947 101 2.6 29
1948 110 2.8 3.1
1949 . 115 2.8 . 3.0
1950 132 24 2.6
1951 147 2.3 2.8
1952 161 2.2 2.7
1953 : 169 2.2 2.7

Outstanding amounts of federally supplied credit-are from Federal Lending, Table
A-S, and outstanding net business debt was estimated from the Survey of Current
Business (Department of Commerce), September 1953, pp. 17-19, and the October
1954 issue, pp. 18 and 19.

aRefers to net corporate long-term debt (excluding home mortgages), net corporate
notes and accounts payable, and nonfarm debt owed by individual and noncorporate
borrowers, other than consumer installment debt and mortgage debt on one- to
four-family homes. Current estimates of total residential and commercial nonfarm
mortgage debt of corporate borrowers were reduced by the yearly percentage rela-
tionship between home mortgage and total mortgage debt owed by corporations as
shown by data published in the July 1944 and September 1945 issues of the Survey.

bCovers outstandings on direct loans made by the Director General of the Railroads

16
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The absolute figure of federal loans to business outstanding in 1950 was
not far below the loans to agriculture, being $3.2 billion (Table 2). But
during the past twenty years hardly more than 280,000 firms — say 5 per
cent of all business enterprises — are estimated to have borrowed money
from federal sources.

In housing, although direct federal credit has not been a large part of
the total, loan insurance and guarantees have been of great importance.
From the end of World War II through 1953, about two-fifths of the new
homes built were financed with federally protected loans; and for multi-
unit residences the proportion was about two-thirds through 1951, drop-
ping to one-fourth in 1953 (Table 7). Dollarwise, federally underwritten
loans accounted for about 30 per cent of home mortgage’ recordings
$20,000 and under, including transfers of existing homes as well as con-
struction of friew ones. In all years since 1939, FFHA insured loans for
home modernization and repairs have accounted for at least 40 per cent
of the total; in some years much more.

As the authors put it: “It is no exaggeration . . . to say that at the
present time the insured or guaranteed loan plays a leading role in the
mortgage financing of residential propertiés and that through these gov-
ernment programs the entire structure of housing credit has been brought
under federal influence.”

Assistancé; to minor government units, including states, was small com-
pared to private credit extended to such agencies: about 7 per cent in
1940 and about 412 per cent in 1950.

Federal help to private financial institutions, such as Federal Home
Loan Bank advances to savings and loan associations and Reconstruction
Finance Corporation credit to banks had been small in absolute figures
but much greater than private credit to these institutions. (As noted earlier,
Federal Reserve Bank lending to member banks was excluded from this
study.)

i N 7/

and the Interstate Commerce Commission, the Maritime Administration and its
predecessors, the War Finance Corporation, the Reconstruction Finance Corpora-
tion, the Public Works Administration, the Export-Import Bank of Washington,
the Smaller War Plants Corporation, the Departments of Army and Navy, the Hous-
ing and Home Finance Agency, and the Virgin Islands Corporation, and by the
federally sponsored Federal Reserve Banks.

¢In addition to the outstandings on loans made by agencies listed in note b, this
series includes outstanding commitments of the RFC for deferred participations,
and the outstanding amounts of guarantees or insurance on loans guaranteed or
insured by the Maritime Administration and the Veterans’ Administration or under
the World War II Regulation V and the Defense Production Act of 1950 loan
guarantee programs.
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