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Abstract:

The State of Montana possesses over 5,000,000 acres of land granted to It by the Federal Government,
The Income from this grant goes, In a large part, to the oosanon schools of the State, yet contributes
only 11.8 per cent of the funds necessary to maintain these schools.

The year 1933 la noteworthy In the history of state lands of Montana. During the Legislative Assembly
of that year, all gracing rentals were reduced at least 50 per cent, the minimum rate removed and a
maximum rate substituted for it. Acreage leased increased from 57 per cent for the previous eight year
average to 71 per cent for the subsequent eight years. The average rate per acre dropped from a 12.4
cent average to a 7.1 cent average, with a consequent average lose in revenue of 23 per cent.

Of the five counties studied, Chouteau, Custer, Fergus, Phillips, Valley, approximately 62 per cent of
the possible revenue from gracing lands were actually collected, 6 1/4 per cent was lost through failure
to collect, while 31 3/4 Per cent was lost through failure to lease. As measured on the basis of what the
lands were actually capable of producing when judged by soil survey productivity, farm management
studies, and historical yields, it is found that present rental rates are below what they should be to be in
keeping with the provisions of the grant. This conclusion is also borne out when rentals are compared
with those obtained by other agencies.

An average of only 83 per cent of the agricultural lands in these counties produced any revenue
whatever during the period, 1931-40 inclusive, while the average return per acre was only 28 cents for
the farm land actually producing rental.

A little more than three per cent of the leases control a little more than 31 per cent of all state lands
under lease. This may be considered an Indlcbesnt of the present competitive system. However, it is
found that competitive bidding plays a very minor part in the distribution of state land leases. Of a total
of more than 10,000 leases examined in the State Lend Office, less than seven per cent had been let
through competition.

Mhile gracing districts have much to offer in the matter of conservation of resources, they have not
only obtained state land leases at rental rates below their value, but at rates so low that the very purpose
of these land grants is apt to be defeated.

This study indicates that a careful Inventory of all lands should be made so as to determine the acreage
of each class of land. Following this a policy making committee, appointed by the governor, could
formulate a sound policy for the future administration of state lands.
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0.
AfiISTMCT

Tha State of Ifcmtana possesses over 5*000,000 sores of land granted
to it by the Federal Government. The income from this grant goes, in a
large part, to the cannon schools of the State, yet contributes only 11.8
per cent of the funds necessary to maintain these schools.

The year 1933 is noteworthy in the history of state lands of Montana.
During the Legislative Assembly of that year, all grasing rentals were re-
duced at least 50 per cent, the minimum rate removed and a rate
substituted for it. Acreage leased increased from 57 per cent for the
previous eight year average to JL per cent for the subsequent eight years.
The average rate per aore dropped from a 12.1* cent average to a 7.1 cent
average, with a consequent average lose in revenue of 2) per cent.

Of the five counties studied, Chouteau, Custer, Fergus, Phillips, and
Valley, approximately 62 per oent of the possible revenue from grasing
lands were actually collected, 6 1/1*per oent was lost through failure to
collect, while JI J/I* per cent was lost through failure to lease. As
measured on the basis of what the lands were actually capable of producing
when judged by soil survey productivity, farm management studies, and his-
torical yields, it is found that present rental rates are below what they
should be to be in keeping with the provisions of the grant. This conclu-
sion is also borne out when rentals are compared with those obtained by
other agencies.

An average of only QJ per oent of the agricultural lands in these
counties produced any revenue whatever during the period, 1931-1*0 inclus-
ive, while the average return per acre was only 28 cents for the farm land
actually producing rental.

A little more than three per oent of the leases control a little more
than JI per oent of all state lands under lease. This may be considered
an indictment of the present competitive system. However, it is found
that competitive bidding plays a very minor part in the distribution of
state land leases. Of a total of more than 10,000 leases examined in the
State Land O ffice, less than seven per oent had been let through competi-
tion.

While grasing districts have much to offer in the matter of conserva-
tion of resources, they have not only obtained state land leases at rental
rates below their value, but at rates so low that the very purpose of
these land grants is apt to he defeated*

This study indicates that a careful inventory of all lands should be
made so as to determine the acreage of each class of land. Following this
a policy making committee, appointed by the governor, could formulate a
sound policy for the future administration of state lands.
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PABT |I. PBOBLfX ASD PURPOSE OP STUDY

The Problem

When Montana was admitted to the union as a State in 1889, more than
5,000,000 V acres of land were reserved by the Federal government to the
State for the support of public education. Additional grants were subse-
guently made for various purposes while certain tracts were sold. In many
cases the land that was sold has reverted to the State through failure of
the purchasers to ueet their purchase contracts.

During the years 1916 to 1924, school funds were invested in farm
iaortgages. Of the 2,563 loans that were made on core than 800,000 acres of
land, only about twenty per cent have ever been repaid. While some of these
loans have been refinanced and are still outstanding, the State has taken
title to more than ~50.000 acres of mortgage lands by reason of defaulted
mortgage contracts. Consequently, the State, after little more than half a
century, still has more than 5,500,000 acres of land to be administered. 2/

The administration of this land grant, which in a large part belongs
to the school children of the State, presents a problem deserving of the
most careful consideration by all its citisens. The problem of the admin-
istration of these lands may be likened unto a two edged swordl on the one
hand we have the school Interests, on the other we have the livestock and
farming interests. Unless this extensive acreage is fairly and impartially

administered injustices may result. |If any group insists upon rentals that

37 1i,./0,720 sores. Appendix 1.

2/ 5,536,631.23 acres, June 50, 1940.



ar* too high, the stoolcmn or farmer will be injured or the land will re.
main unleased. Likewise, if the stockman takes undue advantage, much in-
come will be lost to the school children of the State. However, there
must be some middle ground upon which these lands may be managed with «—
wam, benefits to all concerned. Any attempt to find a solution to the
problem of state land management in Montana, which seeks the greatest
possible revenue from these lands without regard to the welfare of the
stockman and farmer, is fore-doomed to failure. Likewise, any attempt to
secure the use of these lands without a fair and just recompense to the
school children of the State deserves the same fate.

If the schools of the State are to receive revenue from these lands,
it is evident that all lands must be, not only offered for lease, but kept

leased at prices which the lessees oan afford to pay.

Purpose of Study

The purpose of this thesis is to determine, if possible, the answers
to the following questionsi

I*- What are the present and potential contributions of
the state lands of Moatami to the school funds of
the State?

2 .- Are the returns from the rental of state lands com-
parable to the rental of like lands similar!ly sit-
uated in the same locality?

3*- If not comparable, which rental value is to be used?
In other words, what are the reasonable rental
values of state land? %/

3/ wKhat la this land worth to an average farmer in its present condi-
tion, for a line of production common to the oomaunity, if the products are
sold at average prices prevailing in the years 1909- 14 with such adjustments
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lu- Are state lands being so administered "as to secure
the largest measure of legitimate and reasonable ad-
vantage to the state™ T U/

5»- Do the users of state lands secure an unfair ad-
vantage over the non-users of those lands?

RtoT I11. HISTORICAL ASPECTS CE STUDY

Land Grants To The State
Montana acquired this vast heritage of public lands through the "En-
abling Act" approved February 22, 1889. This aot passed by Caogrees pro-
vided for the admission of Sorth and South Dakota, Montana and WMhlngton
to the Union of States and provided that upon admission

"“sections 16 and 36 in every township™ — ™"and where
suoh sections, or any parts thereof, have been sold

or otherwise disposed of, by or under authority of any
act of Congress, ether lands equivalent thereto, in
legnl subdivisions of not less than £ section, and as
contiguous as may be to the section in lieu of which
the same is taken, are hereby granted to said states
for the support of common schools.* %/

All legal provisions have been made to safeguard the interests of the

schools in the matter of administration and disposal of these lands. They

as are necessary to allow for the changes in economic position of certain
crops, or livestock™? Oaddis, P. L. Appraisal Methods of Federal Land Banks,
Journal Para Economics, Vol. 17, 1935, P* 1469.

h/ "The guiding rule and principle shall be that these lands and funds
are held In trust for the support of education, and for the attainment of
other worthy objects helpful to the well being of the people of the statej
and it is the duty of the board (State Land Board) to so administer this
trust as to secure the largest measure of legitimate and reasonable advant-
age to the state'". Revised Codes of Montana 1935, Chapter 160, Sec. 180b. 3.

Jj/ (25 Statute 676) Ckited States Congress, February 22, 1889.
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oaa only be disposed of after Imving been advertised and must be sold at
public sale* Provision is also made so that lands capable of producing an
agricultural crop cannot be sold for less than #10*00 per acre and lands
principally valuable for grazing cannot be sold for less than #5.00 per
sore* The Enabling Act also provides that no lands oould be leasod for a
longer period than five years nor in tracts larger than 61# acres to any
one person.

lot only were specific provisions made for the administration of the

lands but also for the funds derived therefrom* A/

Department Of State Lands And Investments

Legal provision was made for administration of all school lands of
the state, and for lands, which may hereafter be granted for the support
and benefit of the various state educational institutions by providing for
a state land board composed of the governor, superintendent of public in-
struction, secretary of state and the attorney-general. |/

The department so created, was to be known as the '"Department of State
Lands and Investments'™, the purpose of which "shall be to administer the

federal land grants made to the state of Montana, and the other state

6/ "With the exception of lands granted for public buildings the pro-
ceeds shall constitute permanent funds for the support and maintenance of
public schools and various state Institutions for which the lands have been
granted*"

"Rentals of leased lands, interest on deferred payments on lands sold,
interest on funds arising from these lands and all other actual income
shall be available for the maintenance and support of such schools and in-
stitutions™ * — Enabling Act, Section 11.

J / Chapter 157, Section 1801.5, Polities! Code.
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lazids, and the funds arising from these lands,"” The membership of
state land board as listed above, was to be the governing body and would
bo known as the "State Board of Land Commissioners."” They were invested
with rather broad powers in the administration of all lands under their
Jurisdiotloni and the oode provides

"The guiding rule and principle shall be that these

lands and funds are held in trust for the support of

education, and for the attainment of other worthy objects

helpful to the well being of the people of this state;

and it is the duty of the board to so administer

this trust as to secure the largest measure of legiti-

mate and reasonable advantage to the state," 2/
The legislature then made provision *0/ for the governor to appoint

"by and with the consent of the State Board of Tand

Commissioners, a state Land Agent, who is authorised

and empowered, and whose duty it shall be, to select,

subject to such rules and regulations as may be pre-

scribed by the Seoretary of the Interior, and cause

same to be conveyed to the State of Montana, all

school and indemnity lands, and all public lands,

donated to the State by the United States for the

various public buildings and institutions, by virtue

of the Aot of Congress of February 22, 1899",

The State Lami Agent |1/ was charged with the responsibility of sel-

ecting hie assistants and office personnel and was given authority to pre-
scribe rules and regulations for the conduct of the office. Later as the

duties of the department became heavier, the position of State Forester 12/

8/ l1bid.
Ibid, Seo. 1805.3.
Wy Ibid, Seo. 1805.5.
I1/ Revised Codes of Montana 1935# Chap*. 158, See. 1805.7

12/ Ibid, Seo. 1805.6.
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*** orented whose duty it was to work under the direction of the board in

all matters pertaining to the state forests.

Provision had been made by the constitution 32/ for the classification
of all state lands by the board of land commissioners as followsi

First, lands which were valuable only for grazing pur-
poses.

Second, those which are principally valuable for the
timber which is on them.

Third, agricultural lands.

Fourth, lands within the limits of any town or city
or within three miles of such limits| provided,
that any of said lands may be reclassified
whenever, by reason of increased facilities
for irrigation or otherwise, they shall be sub-
ject to s different classification.

Montana codes 31li/ further expanded upon this classification and provided

that the third classi |I. e., agricultural lands, should be subdivided into

two eub-olasses (a) irrigable lands, and (b) non-irrigable lands, and

that the fourth class should be sub-divided into (a) lands within the

limits of any city or town, and (b) lands not within such limits, but

within three miles thereof.

The second session of the legislative assembly (1091) B*de provision
for the leasing of any lands granted to the state. 32/ This assembly also
}2j Ibid, Seo. 1005.6.

1)/ Constitution of Montana, Art. XVII, Sec. I.
lit/ Revised Codes of Montana, 1935# Chapt. 159, See. 1005.16.

15/ tfThe State Board of Land Consnissioners shall have the power to
lease the lands of the State at a rate not less than five per cent per

annum (payable in advance) on the appraised value of the same, and shall
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enacted a rather stringent trespass law providing punishment by fine of not
less than $25.00 and not exceeding $1,000.00 for any person who "shall
octBBit trespass or other injury to the lands of the State, or upon any of
the improvements thereon."

Vp<m Oranville Stuart, first State Land Agent, fell the responsibility
of selecting a large part of the lands not specifically designated as to
location; and also of selecting laals in lieu of those portions of 16 and
36 already acquired by other agencies. A major part of the selections were
node on horse-back, about the only means of conveyance available at that
time, and the greater part of hie tenure of office was spent in an effort
to make the best possible selections before any further withdrawals by in.
coning settlers. Many days were spent in the saddle and the task was ac-
complished, not without considerable difficulties. AIl of this work was
done with a minimum of expense to the State. Jti/

The "system of appraisement” became a matter of contention rather
early in the history of the management of state lands. According to Gran-

ville Stuart JL2/ the problem of appraisal was very much the same at that

require of the lessee such a bond as shall secure the state from loss or
waste; and in no case shall the lessee be allowed to out or waste more
timber than shall be necessary for the improvements on the land or for fuel
for the use of the family of the lessee." — Section 39. Session Laws of
Montana 1891#

16/ Ibid, Section 32.

17/ Granville Stuart reports; "I have economised in every way possible
in the matter of expenses. For the 20 1/fe months service my bills have
cost the State $1,215.72."

18/ Second Annual Report of the State Land Agent.
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ti*a as it la today; "expensive In its execution and unsatisfactory in its

results.”

PIET 111. MBT T

Limitation of Study

State land holdings are extensive and widespread. Selther time nor
Mney is available for a study of the management of these lands in their
entirety. It was necessary, therefore, to delimit the field of study. A
wide diversity of problems dealing with erasing, farming, mineral, timber,
oil, gas and water power is encountered in dealing with state lands. Be-
cause the leasing of agricultural and gracing lands accounts for over
eighty per cent of the revenue from the state lands and because data avail-
able at the Montana Agricultural Experiment Station facilitate the study
of problems encountered in managing the agricultural and gracing lands,

this study is confined to them.

Source Of Data
As past returns were to be compared with the potential returns accord-
ing to the soil survey 32/ and farm management studies of the Montana Ag-
ricultural Experiment Station, it was necessary to confine the study to
that part of the State for which the soil classification records were

available. Chouteau, Custer, Fergus, Phillips, and Valley counties were

19/ Made by the Agronasqy Department of the Montana Agricultural Exper-
iment Statiem in cooperation with the Soil Survey Division of the IMted
States Bureau of Chemistry and Soils.
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selected to get the most representative sample possible from that area.
Hone of the counties selected presented any peculiarities that could In any
way be regarded as unusual for the region. Graslng and farming conditions
are typical. As nothing was known regarding the management features of any
of the state land* In these counties, their selection was absolutely la*,
partial.

In order to obtain a historical background, primary data were secured
from the files of the Commissioner of State Lands and Investments for the
period from 1931 through 19W. -22/ The soil survey data and the results
of farm management studies were used to show the probable earning power of

these lands over a long period.

Application of Rata

The value of agricultural land is influenced by a great many factors.
Actual sales are often considered the beat criterion on which to base val-
uation. Location, too, is nomatimes used and adherents of this philosophy
point out that what may be identical tracts of land, as far as physical
capacity to produce is concerned, may be almost worthless in a desert, but
worth millions in the loop district of Chicago. Topography and availabili-
ty of water supply are no doubt factors to be considered in evaluating

either for farming or grazing. Distance from school and church, as well as

20/ Date obtained included* legal description of each tract, acreage,
lease or certificate of purchase number, date of lease, lessor's name, ad-
dress and tract history. Additional information cm mortgage lamis includ-
ed* mortgagor’'s name and address, amount of original loan, original ap-
praisal of land and improvements, present appraisal when available, record
of payments made and leasing receipts, date upon which State acquired title,
and present book value of the property.
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dietaoce and condition of roads over which one must travel to reach the
market cannot be Ignored. But In the final analysis, it is the physical
. productivity of agricultural and grasing land that determines whether it
has any sale value and whether one would be justified in using it at any
price. Productivity is the most important factor influencing the value of
agricultural land according to many authorities. Si/

Rie Federal Land Banks were perhaps the first agencies to call atten-
tion to the matter of productivity or earning power as a basis of evalua-
tion. SS/ Soil is the principal factor in determining the physical produc-
tivity. i2/ Baoh soil type has quite definite, determinable possibilities
for the growth of crops, grasses and forests. Through vho long accumula-
tion of data and experience by research workers and farmers on soil types,

there is no lack of definite information on which to base conclusions. SV

21/ Uaiwnar, Dr. C. H., Factors Affootiag Farm Values in Missouri.
Missouri Bulletin No. 229. Meldnan, W. Q. and Meldrum, H. R., A Production
IAsthod of Valuing Land. 1loaa Bulletin No. 526.

22/ "In making such appraisal, the value of the land for agricultural
purposes shall be the basis of appraisal and the earning power of said land
shall be the principal factor." — Federal Farm Loan Act of 1916.

25/ "In a rational, fundamental, aad comparative classification of
land on a productivity basis the inherent natural capacity of the land for
plant production must be the chief consideration. Data for such classifi-
cation oazmot be obtained from statistics of productivity, since these
merely express the results arising from a number of factors of which
natural capacity of the land is one only. Qf the three factors in the
concept of land, climate and relief are mainly concerned with other matters
than productivityl the only other factor, therefore, is soil, and the

burden of productivity must be borne by it." — Marbut, C. F. Soil
Survey is a Necessary Basis of Lend Classification. U. S. D. A. Yearbook,
193U.

2»V Kellog, C. E., Soil Survey Provides Data For Classification. U.
S. D. A. Yearbook, 1935.
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nQualified soils men are able to judge the in-
herent crop-producing capacity of soils from the
character of soil profiles and to list the soils in
the order of their capacity to produce crops# Fer-
tility, friability, ease of working, amount of stones
and gravel, topography, tendency to erode, and drain-
age are among the factors that affect soil productivi-
ty. In semi-arid areas such as Montana, moisture is
usually the limiting factor in crop production#
llenoe, ability of soil to absorb and to utilise
available precipitation for plant growth is probably
more important than any other factor.”

Rsmne and lord contend that "productivity value™ is more satis-
factory than "sales value™ as a means of evaluating land for the following
reasons: (l) the value may be more readily determined by means of a
scientific soil survey and land classification supplemented with other
productivity data and with farm price and oost data now available; (2) it
may be more scientifically adjusted to changes in the earning capacity of
the land which might result from long-time changes in price levels or
changes in production due to drouth, insect pests or other factors.

They further show that without sons accurate scale by which to gauge
the value, poor lands tend to be over-valued and good lands to be under-
valued. According to our present laws, Montana lands are supposed to be
assessed at their full cash value; which means, what they would bring at a

voluntary sale. The assessment figures, therefore, afford some indication

as to the discrepancies in land valuation. In a study of 5,000 farms 2T/

25/ Standards and Procedure for Classification and Valuation of T-md
for Assessment Purposes, H. H. Lord, S. W. Vcalker, and L. F. Oieseker.
19142 Unpublished manuscript, Montana Agricultural Experiment Station.

26/ Renne, R. R. and Lord, H. H., Assessment of Montana Farm Lands,
Montana Bulletin 3&S, October 1957«

IK- Ibid. See also, Bngleborn, Albert S., Assist. Land Planning Speo-
y ' Land Use Planning Publication No. Q.
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It ws found that sane individuals were being assessed 25 times too much
and others 10 times too little.

The need of a more soientifio valuation of land is apparent. AooordU
Ingly, the productivity of the soil is regarded, for the purpose of this
study,as the basic factor upon Which valuations are determined. That pro-
ductivity is translated Into monetary units by multiplying the !mown long-
time sustained yields of gracing and crop land ly the long-time average
price for the product of these lands. AIl lands, then, must first be clas-

sified and graded according to productivity before valuations are applied.

Procedure In Classification And Grading
The classification and grading of land includes three distinct steps*

(1) Classification according to use capabilities™ i.
e., farming, gracing, forest, recreation.

(2) Grading of land within each use classification
according to relative productivity.

(3) Determination of per acre value of different

grades within the farming and grading classifi-
cation.

Clmaslfloatlon According To Use
The first step in classification is to determine the use for which the
land is best suited. This step is relatively simple where physical factors
definitely eliminate certain uses. Some land is so rough or the soil is eo
gravelly that cultivated crop production need not be considered. On the
other hand, where economic factors such as* production techniques, costs,
inter-regional competition, and prices must also be considered, the problem

becomes more complicated. There is a vast acreage in semi-arid regions.



euoh as we are studying, that might he properly classified as farm land
from the standpoint of topography and soil type. Productivity on this
land is low and it has few crop alternatives as a result of low precipita-
tion. Its use classification is therefore largely dependent upon the price
of the principal crop — wheat.

Older present costs and methods of production, one dollar per bushel
for wheat would place large areas of this land in the farming classifica-
tion, but 50 cent wheat would cause much of it to be definitely submargin-

al for wheat production.

Grading Land According To Productivity

This step consists of determining the productivity of different Mndq
of land within a use classification. Lands with various yields of any
given crops *beat for example, may be conveniently grouped into grades de-
noting definite ranges in productivity. |If the actual productivity can be
ascertained with a high degree of certainty, the range in yield for each
grade can be quite narrow, but if actual yields are uncertain because of
various hasards, a range allowing for more variation is more fitting. How-
ever, if small differences in productivity have considerable economic sig-
nificance, it is expedient to express productivity in exact terms even

though they be somewhat uncertain.

Valiw Of Historical Yield Data
A recognition of the value of historical yields has become more appar-
ent since the inception of the Agricultural Adjustment Administration pro-

gram. It is recognised that yields nay reflect intensity of cultivation
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nd management factors rather than the productivity of the soil. Inherent
productivity of the land rather than differences in management must be the
basis of grading. Each soil type met be translated into a grade which is
based on the ability of the soil to produce crops before a soil survey can
be itsed ae n basis of valuation. Opinions of local farmers, historical
yields, as well as the judgement of experienced soils men, are used in this
translation. While historical yields are helpful In predicting future
yields, an average of past performances Is by no means an infallible Indtwsr
ti°n of what will ooour in the future. S / Land classification maps, based
on these surveys, have been prepared for twenty-five counties In the Great
Plains region df the State. These maps classify dry farm land into four
grades and grasing land into five grades. Since wheat is the most impor-
tant crop on dry farming lands (90 per cent of Montana's dry farm lands
being used in wheat production) average wheat yields provide a convenient
and generally acceptable basis for grading such land.

Graded as to yield of spring wheat on summer fallow, we haves

First grade. . .. 19 bushels and over, per acre $1.80

Second grade . .. 16to 19 bushels, per acre 1.06

Third grade. . .. 13to 16 bushels, per acre .2U 30/
Fourth grade production shows no economic rent aa farm a#d

therefore called third grade grazing land.
Grasing areas are graded aa to the acres required for a 1,000 pound

steer for a ten month grasing period.

22/ 1bid.

30/ For a method of computation see Appendix ii.



First grade. . . . 18 acres or lose, per acre | 18

Second grade . . . 19 to 27 acres, per acre 12
Third grade. . . . 28 to 37 acres, per acre

Fourth grade . . . 38 to 55 acres, per acre

Fifth grade. . . . 56 acres and over, per acre

The survey from which these grades were established is known as the

reconnaissance soil survey. Since this is taken at two mile intervals,

tjiera saro some objections to it as a basis upon which to establish
valuations. Qn a county-wide basis it would average out and approximate

closely a more detailed survey. However, when soil is classified according

to the predominating grade, it is entirely conceivable that the soil on any

given tract eight be better or poorer than would be indicated at two mile

intervals.

FIHT 1IV. IMPORTANCE CF STATE IANDS AS SOURCE OF REVENUE
Table 1 sheers the annual contribution of state lands to the common
school funds expressed both as a total sum and as a percentage of total
school revenue.

(htfy 11.8 per cent of the funds actually used to conduct the oomon
public schools of the State is derived from a total of over it,500,000 acres.

In 19KO, the returns from both agricultural and grazing lands amounted to

an average of 9.5 cents per acre.

For a method of computation see Saunderson, M. H., Some materials
Relating to Livestock and Land Valuation, Mimeographed circular. Department
of Agricultural Economies, Montana Agricultural Experiment Station.
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TABLE 1| .- - IMPORTANCE 0? STATE LAUDS AS SOURCE OP REVENUE TO
CCBMOH SCHOOLS OP MONTAKA, 1951 - 19%40 INCLUSIVE 32/

Revenue Revenue Revenue ~Total Ner tent

from from from Revenue from
Tear General Dis*t School State Common State

Levy Levy Appll. Schools Lands

(State lands) (AIl sources)
1931 2,510,129 5,512.030 1,086,655 9,208,81*4 11.8
1932 2.396,51*4 *4 876,535 83*4,759 8,107,808 10.3
2,140,331 *4,6%45,165 706,927 7,%492,*423 9.*%4
193*4 2, 10*+*05 *4.383,756 791,02*4 7,279.265 10.9
1935 2,083,867 *4.1*48,715 993.*428 7.226,010 13.7
1936 2,104,702 3.8%45,527 1,005,275 6,955.50*4 1*4.5
1937 2,110,153 *4,281,113 838,206 7,229,i|72 11.6
1938 2,1*41,170 *4,1*4*4, 758 805,003 7,090,951 I1.*4
1939 2.077,123 *4.130,338 883,929 7,091,390 12.5
19*40 2.056.353 3,9%40,205 86*4,*417 6,862,975 12.6
TOTAL 21,826,827 *43.908,1*42 8,609,623 7*4,5%4*4,592 11.8
Status of 1940 Leases cm
Common School Grants

Gracing acreage 3,1614,616.11 acres

Grasing rental $171,701.27

Agricultural acreage 27,296.76 acres

Agricultural rental 17,16*4.25

Crop-share acreage
Crop-share rental
TOTAL

335,6*43*51 acres
1*47.098.00 33/
3,52/,550»38 acres $33>,25»52
Rental per acre.
Land leased.

The question naturally arises ns to whether this may be considered an

32/ Source — Biennial Reports, State Board of EquaTisationyTSleriniaT
ReporEs, Department of State Lands and Investments.

35/ Public Sctioole share of crop-share rental not shown separately.
Public schools had 9 6 . of the acreage, so were given credit for 98.3# of
the revenue.
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adequate Income from to extensive an acreage. The anSvrer must be in the
negative. Approximately one-fourth of the lands are not under lease arwi
consequently are returning nothing to the common school. As to the poten-

tial contribution, Kr. I. If, Brandjord, Commissioner of State Tjh"b &nd Isw

vestments for many years, is of the opinion Ili/ that returns are far from

being maximised.

PAKT V. IttHAGSRIAL ASPECTS (F ADIfIXISTRATIOS

Laok Of Polloy
The State Land Department has been characterised during most of its
existence by a lack of policy. The lands were classified as to their best
use in the light of knowledge then existent, but apparently no serious
thought was given as to which part of this land, if any, should be withheld

from private ownership. This question was not so thought provoking in

"There can be no doubt that this vast estate would have produced a
far iter income if it had been privately owned and privately managed
and thousands of oitisens and numerous agencies throughout the State endeav-
or to exert a very considerable influence on the administration of state
lands. As already explained, there is a wide spread misunderstanding pre-
valent as to the purpose of these grants and the State's obligation in their
administration. The misunderstanding that this is common property is far
reaching and the sentiment is altogether too prevalent that the school
should not be niggardly in the disposition of this common property. The re-
sulting Influence is as constant as the law of gravitation.

For the cannon good, | appeal to the public spirited oitisens of the
state, to the school boards, and to all officers and agencies of the govern-
ment of the state concerning this sacred trust, to cooperate in the fullest
measure toward Its proper administration so that it may contribute its rea-
sonable share toward the support of the common schools of the state and
thereby lighten the tax burden resting upon the people.” Biennial Report,
Department of State Lands and Investments, 1956.
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early days because State land policies were largely based on the belief
that all lands should be placed in private control as soon as possible*

At the present time there is a pretty general realisation that the State
will continue to administer much of the land that it now owns*

During the entire history of state land management, there has never
been a consistent policy in regard to selling or leasing* The biennial re-
ports of the several Registers and Ccmmlssloners are continuous arguments

of the merits of leasing versus selling and selling versus leasing* 57/

35/ In 18921 Regarding leasing* "This has proved to be a most excellent
provislon and our endeavor of late has been to lease rather than sell lands*”
seeGranville Stuart.

In 19001 "In all my previous reports | have urged that all school and
university lands be withdrawn from sale...” ... H. D. Moore.

In 1902i "There is no difficulty in selling or leasing agricultural
land. | favor the policy of selling. A man who invests #10.00 or more per
acre in a piece of land which will produce a living for himself and family
is unquestionably more Interested in the future of the state than a five-
year renter."”

1918s "Based upon an average sale price of #1$ or more per acre, the
leased lands are earning less than of their value as long as leased, but
jump to 5 income earning value Inmnediately they are sold.”

1932i "The proceeds from the sale of these lands will bring a far
better income to the schools of the state than rentals from leases, and
when placed in private ownership the lands will be Improved and developed
and thereby contribute to the up-building of the communities in which they
are located.” ... I|I. M. Brandjord.

19U0J "Sales are not being held only to rectify some situations that
could not otherwise be justly taken care of, or for home building purposes
mmd to stabilise sound economic farming and‘livestock growing units."
Nanita B. Sherlock

19LII "It is not the intention of the State Land O ffice nor the State
Board of Land Coroalesioners to recommend the wholesale or indiscriminate
sale of State Lands." ... J. W& NMalker.
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Tho at&tement of Mr. J. W. Walker (see footnote 55J 191|l) was nade in
response to press reports that the policy of the present administration
would be to sell all of the state lands at the earliest possible moment in
order to get these lands on the tax rolls. Kr. Walker did not indicate that
no lands would be sold, neither did he indicate that lands would be sold
indiscriminately.

Th* failure to adopt a sound policy for the management of state lands
is not entirely the fault of the State Board of Land Comaissioaers. It
m at be recognised that they are subjected to constant pressure by those
who advocate sale 2A/ on the one hand, and on the other, by those who were
bo greatly disturbed 22/ by reports that a policy of selling state lands had

been adopted.

Appraisal Practices
The law specifies that "in all appraisals hereafter made, there shall
be one and only one kind of value placed <m each tract of land at the same
time, and this value shall be used as the basis both for the rental and
sale of such land, subject to all constitutional limitations." 38/

Section 1805.25, Revised Codes of Montana, 1935, provides that "the

34/ "That State lands be administered to produce as much revenue as
possible and that to accomplish this purpose, the policy of pricing
for sale be such as to facilitate their purchase and keep them on the tax

rolls.”

Beeotmendatlons of Governor's Committee on Reorganisation and Economy, trans-
mitted to Governor Ford, October I*, 1934,

37/ The Montana Stookgrower, December 15, 19M, Front page.

30/ Roriaed Codes of Montana, 1935, Chapter 160, See. 18Cb.17.
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wi ni MUn annual rental for agricultural purposes shall be five per cent per

annual of the appraised valuation...". 52/ It is assumed that agricultural

land will return five per cent on the appraised value. If land is valued
at #10.00 per sore, it shall return 50 oente per sore rent. It further
specifies that Class I, extra good grasing land, shall be given a leasing

appraisal of #35 to $50 per section. Talcing the higher value for conven-
ience, it will be seen from the formula
v=Jd.
r
where v capitalized value

e
a = annual rental of land
r z rate of interest

that z #1,000.00 per section as the sales valuation.

05
An examination of the records of the Department of State Lands and
Investments reveals that, almost without exception, each tract of land has
two values indicated — one a rental appraisal and the other a sales ap-
praisal. The natural assumption, then, in view of the wording of the law,
is that there would be the same relationship of approximately five per
cent.

However, it is found that no such relationship exists. Examples have
been found where the sales appraisal of one tract is three times the other
and yet the rental value was the same. Another example, where the sales

value of one tract was 15 times the other and the rental value was the same.

39/ Ibid. Section 1805*25
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Another where one eeotion valued at $13.00 per acre rented for #50.00 and
not far from It in the same county, a section valued at #1.00 per acre
rented for SZD.00 for the section.

The discrepancy is explained in this way by executives of the State
Land Department. A tract which may be suitable for farming, carrying a val-
uation of >15.00 per acre should lease for 75 cents per acre as agricultural
land, but because there was no demand for that land for that purpose at the
time, it was given a lease appraisal of #40.00 for the section. Naturally,
it is unreasonable to expect that a lessee using the land only for grasing
could afford to pay an agricultural rental. It is likewise unreasonable
to expect that the land would lie idle if not leased at its maximum rental
value for "it is the duty of the board to so administer this trust as to
secure the largest measure of legitimate and reasonable advantage to the
State."

It seems that such an explanation oan only be valid in the case of
lends which have alternative uses such as grasing and faming and not when
the land can be used only for gracing. (Legal aspects not considered).
Certain lends might be graded as agricultural lands but because they were
not farmed during the base years of the Agricultural Adjustment Adminietra*-
tion cannot now be restored to production without payment of penalty. Such
lands might have speculative value and the higher sale value be justifiedl
however, on land that is classed as grasing and has no other use, there oan
be no justification for more than one value. Prom that appraisal value both
sale and rental values must be determined.

In a study of 8M tracts in Chouteau County, it was found that the ratio
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of rental -values to sale values ranged from a low of .28 per cent to a high
of 3*33 Per cent with an average per cent for the lot of I.14. A fair con-

clusion Is that lands are either valued too high for sale or too low for

rental.

The Legislature Heduoec Rentals

Following the financial crash In 1929, economic conditions continued to
grow worse. Farmers and livestock men alike were on the brink of disaster.
Later in 1932,delegations of stockmen petitioned the State Board of Land
Commissioners In an effort to have rentals on state lands reduced approximate-
ly one-half for the period of the depression. The board was powerless to
act, as it was obligated to lease state lands for a minimum of not less than
five per cent of the appraised value of the lands. AS/ Of course, the board
had the power to reappraise the lands, but neither time nor money was
available. Furthermore, on the basis of the cost of use of grasing land,
there was no Justification M / for the State Board of Land Commissioners to
assume the responsibility for the school children of the state and reduce
rentals as long as those rentals were reasonable when compared to other rent-
als on like lands slailarlly situated. Upon refusal of the Board to make the
requested reductions, the matter was placed before the 1933 legislature In
what was regarded at the time as an emergency measure. Actually, this mea-

sure did not carry emergency designation and is still in effect.

Ug/ Revised Codes of Montana 1921, Section 1833.

111/ Biennial Report of Coseiieaioner of State Lands and Invastsients,
1932, Page IuC.
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Beduotlcma of 50 per cent were made of all appraisals then on record.
The supposition was that a section formerly leasing for $80.00 would now
lease for SliO.OO. Actually, however, and there are many records to sub-
stantiate this point, many $80.00 sections had been arbitrarily changed to
¢50.00 sections without sanction or consent of the board. Then when the
new values were established, the rental became 50 per cent of the $50.00
and not of the $80.00 as intended. Instead of a reduction of 50 per cent,
many sections were reduced approximately 70 per cent.

The question arises* How can these values which have been authoris-
ed by the State Board of Land Commissioners be so easily changed? The
answer is simple. The cards (see photographic reproduction. Appendix I11)
are the official office record of each tract of land. They contain loca-
tion, legal description, a record of all leases on each tract, lease number,
terms of lease and a plat on which is marked the appraisal for sale or
lease. Al permanent information is written in ink with the exception of
the appraisals. It is, therefore, easy for anyone handling the card, to

change the penciled notation of appraisal.

Uniform Expiration Date For Leases
After considerable confusion caused by having leases expire at all
times of the year, the practice was adopted and later legalised )£/ of
having all leases expire as of February 28,
The law reads,

"that rental ... shall become due and payable to the
Commissioner ... on Deowabor 15 next proceeding the

Ig/ Biennial Report, Commissioner of State Lands and Investments. 1926.
p. 1/0.
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rental year to which the rental applies, and if not
paid on or before February I, next following, this
nonpayment shall have the effect of cancelling the
Iwse from and after February 28 of that year. The
ooinmlssioner shall notify the lessee by letter ad-
dressed to the post office address given in the
lease, of such cancellation, and the land shall then
be open for lease to other applicants.” Hay
The interpretation here is that it is mandatory on the part of the
commissioner to notify the delinquent lessee that his lease has been can-
celled, A fair assumption is that the land may be regarded as being under
control of the delinquent lessee until so notified. Ho attempt is made by
the Commissioner of State Lands and Investoents to lease the land before
that time and it is no doubt regarded by the delinquent lessee as his
possession until he is formally notified of the cancellation of his lease.
The State Land Department of North Dakota M i/ did some investigating of
conservation payments and found that almost without exception that such
delinquent lessees had themselves listed as owner-operator and were col-
lecting benefit payments from the land. A similar study in Montana might
reveal a like situation.
A frequency distribution of the time required in the past to effect a
cancellation is shown in Table Il and graphically illustrated in Figure 2.
Almost 98 per cent of the leases were cancelled after Msy | when two

month's delinquent, ami 80 per cent were cancelled after June | when three

month's delinquent. This means that of a total of 872 leases, 052 of them,

1+3/ Revised Codes of Montana. Chapter 160, Section 1005.26.

U|.j/ Report of Commissioner of School Lands, North Dakota, 191+0, page
22.
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Cancelled Leases

350

Figure 2.—Number of Cancelled State'Land Leases b:’
Months of Delinquency, Five Montana Counties,
1931-1970, Inclusive
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Months of
Delinquency

Over 10

Per Cent of Cancelled
Leases

Figure 7.--Per Cent of Cancelled State Land Leases by
Months of Delinquency, Five Montana Counties,

1931-1970, Inclusive
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or 97»7 per cent, were cancelled so late that It was impossible to obtain
the full rental -value for that year if leased at all.

If lands are available for lease in March or April, they can be leased
for 100 per cent of the year's rental. If not available until May,
only 90 per cent of the year’s rental may be collected, in June only 80 per
cent, etc. Consequently, the State loses at an increasing rate as tho
year advances. Furthermore, this study reveals that lands not leased be-
fore the beginning of spring operations on the farm or ranch have slight,

if any chance, of being leased for that season.

Politios Play A Part

Polities have played all too large a part in the administration of the
State Land Office in the past. The office routine requires skill and
experience on the part of the personnel and these workers can be efficient-
ly replaced only after a considerable period of training. Composed largely
of women, the office staff does not offer the same inducement to political
maneuvering as does the field department.

It is the field department, then, that feels the impact of political
expediency. Fieldmen in the past have not been engaged because of their
gualifications or training for the position, but because of their past pol-

itical records. JjT/

bd/ Revised Codes of Montana, 1935* Chapter 160, Section 1805.25.
16/ See footnote. Importance of School Lands, Page 25 of this thesis.
lg/ Field Staff

"A", 7 years on staff, previously store-keeper of life long experience.



Soil ie recognised by the State Land Department ae an important ele-
ment in appraisal M / yet men with no knowledge of soils are engaged. They
are required, in many instances, to go miles from any habitation to locate
and appraise isolated tracts and yet have only limited knowledge of survey-
ing or land location. When land so located is compared to soil survey maps
in which the crew is oriented by following a continuous line, there are
often serious doubts as to whether or not the land was actually viewed by
the appraisers. A knowledge of methods of range survey is essential in

establishing the density of the forage IS/ and yet men are engaged who have

V , 7 years on staff, former County Commissioner and State Senator.

"C", Former speaker of the House, Former liquor vendor. Deputy in of-
fice for a period previous to 8 years ago. On staff since July, 191*1.

*D", On staff since May, 191*1¢ Previously real estate business.

"E", On staff since May 19Ul. Farmer, Served in Land Office as deputy
about 20 years ago.

Information as result of interview with H. C. Blaring, Chief Field Agent,

W "Soil is the outstanding determining factor for classification and
valuation of land. Too often in the past, a level surface, without consider-
ation of soil value, has been productive of erroneous classification and
appraisal". ...H. C. Blaring, Chief Field Agent, I19H, Instructions to Field

1*9/ Class |. Extra good grazing land, thirty-five dollars (835*00) to
Fifty”~850.00) dollars.

Class 2. Good grazing laud, well sodded with grass, thirty dollars,
(830.00).

Class 3* Fair grazing land, with medium grass, twenty five dollars,
(825.00).

Class I*. Poor grazing land, thinly grassed, twenty dollars.
(820.00).
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no knowledge of the principles involved#
Bat only are the field nan not trained and qualified, but they carry
on their work, apparently ignorant of the fact that the same information
that they obtain in the field is available in more accurate form at less

expense from existing records#

Reclassification of State Lands

A reclassification and reappraisal of all state lands was undertaken
in 1956# Previous to June 30, 19140, 1,552,963*56 acres had been reclassi-
fied. At the present rate, it is estimated that ten years will be requir-
ed to complete the work. 22/ It might well be asked if the results will
Justify the time and expense required.

A check of these reolassifioation records reveal that this work done
at so great a cost in time and money shows little more than present use of
the land. The number of acres of crop, the acreage lying fallow, acreage
in pasture, hay, etc. are all shown on a nicely colored map. Of what value
is a record of present land use as a permanent record? (Appendix 1V) The
maps that were made last year will probably be out of date this year; those
made In 1936 most certainly will be, A record of present use is not signi-

ficant as a permanent record#

Class 5# Any other grazing land, such amount as may be fixed by
the board. ...Revised Codes of Montana, 1956, Chapter 160, Section
1805.25.

50/ Interview - H. C. Biering, Chief Field Agent.



PAST VI. PIMAJICIAL ASPECTS OP ADMINISTRATION

Onuting Lmd Leaaea

When provision was Made for the leasing of state lands, the law pro-
vided that lands "way be leased for a term not exceeding five years at a
rental to be determined by the State Board of Land Commissioners.” £ 1/ Thus
the Board was permitted to use discretion In determining rentals. However,
the 1899 session of the Legislative Assembly amended the law so that "the
minimum (rental) shall be not less than five per oent per annum of the
appraised value of said lands#" £8§/

The term of all leases remained at a maximum of five years until Con-
gress saw fit to pass an amendment to the Enabling Aot 55/ which extended
the time to 10 years. This amendment was concurred In by the Montana Leg-
islative Assembly In 1939» The livestock business is not a year to year
preposition and it was felt that the longer tenure would permit the stock-
man to plan his operations over a longer period of time and carry out many
conservation measures considered Impraotioal under a shorter contract.

The longer term has met with universal approval. The benefits to the
State are manifest In Increased water development, fencing and conservation#

The determination of rentals on the basis of five per oent of the ap-
praisal remained in effect until 1933« Until that time, the lam had read

that the minimum could not be less than five per cent of the appraised

31/ Session Lams of Montana, 1891, State lands. Section 6#
j>2/ 1bid. 1899. House Bill Mo. 11*5 Section 3779

53/ Enacted June 25, 1938* Approved by Legislature 1939*



trlim of the land. The 1933 I*w provided that "the mxiraun annual grafting
rental for state land ehall not exceed $50*00 per section except where the
leasing price is increased above this sum by competitive bidding."

Where there had previously been a floor under the rentals, there was now a

ceiling above.
The Results of the 1933 Hevislon of Rentals

The State

Table 11l shows a sunnary of data taken from four biennial reports
previous to, and four following, the reduction in rentals. The per cent
of acreage under lease increased from 57 to TI per cent, or an increase of
14 per cent, but in accomplishing this increase in the acreage leased, the
average rental rate dropped from an average of 12.4 cents to an average of
7*1 cents, or a drop of 42.7 P** cent. The income actually received dropped
from an average of $326,706.54 to $251*558.20 or a loss of 23 per cent in

average revenue.

Five Counties

Ths reduction in rentals succeeded in bringing additional acreage under
le**e *s w ill be seen in figure 5» but it did not increase the revenue col-
lected to any appreciable extent. The grafting acreage leased on which re-
venue was not collected (figure 7) shows rather a precipitous decline for
the years 1933-36, but in 1937 reached a point even higher than the year
1932. Figure 6 shows there was considerable decline in acreage not leased

following the reduction of rentals.

54/ Bevissd Codes of Montana, 1935, Chapter 160, See. 1805.25.



TABLE 111.- COMPARISON OP HHXALS POH A PBHIOD OF BIOOT YBAHS PHICKEDIHO AND EIOHT
YKAHS FOLLOMNO LEGISLATIVE REDUCTIONS OF GRAZING FBSS IN 1933, MONTANA STATE LANDS V

Year Total Aoree Aores Per Cent Rentals A;Z'{gge
State Land Laﬂél E}eg;gd Lésgsg Efir?wtoa(jls CAc)?lteuCilelg_O;eE?;?;
&% U,68,57.B 95B.
G0N UGPER®  sAAae = 3 %;SBZ;% DD s
GA0AQ U,53.910.15 5%%;% g ,7%- % U j%.g
732 Ua1m® ,/a3](0b/ D BJD AL 76
Total 18.612,18.15 0,52 H3 1LPRUFHB.RB 1.36.8J.15
Average U.a3.027. @0 2-,mg D SY4 36.083. 5 36.18.33 12U
AQA U.S67.98. 205
ans  URES SR F oap RIE® 53
e LEe iEEE ¥ Y RS B
SIS 3B HE BHER 3D
Total 19.86,00.80  1U,106,20.8) POID.B 106225
Average  UOD,O7.0 356520 il P HBEFBD 741

f/ Souroei Biennial Report#, Department of State Landa and Investments, 1926-UO, Inclusive



Figure U—Proportion of State Grazing Acreage Leased from which
Revenue was Collected as Compared to Acreage Leased
from which no Revenue was Collected and Acreage not
Leased. Five counties, 1931-~0, inclusive.
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Figure 5. —State Grazing Acreage Leased and Total Revenue

Collected from Leases, Five Montana Counties,
19311970, Inclusive
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Figure 6.—State Grazing Acreage not Leased and Revenue
Lost Through Failure to Lease, Five Montana
Counties, 1934-1SIHIOf Inclusive
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Figure 7 .—State Grazing Acreage Leased on Which Revenue
Was not Collected, Five Montana Counties,
1931-1940, Inclusive



This ten year study of five counties shows (Table 1V) that only 59*QU
per cent of the grazing acreage produced any revenue. An additional 5,6
per cent was leased but no revenue was collected* and 35*36 per cent of
the graslng acreage was not leased. This is graphically illustrated for
each year of the study In figure I*, It will be seen that the extent of
the acreage leased and not collected in 1937 under the reduced rentals was
slightly greater than the same classification in 1932 under the higher
rentals.

Table V dealing with the monetary values involved, shows that a total
of 1211,919*V* was lost during the ten-year period through failure to
lease and through failure to collect from lands that were leased. Column
I* of the same table shows that an average of #3601.~2 per year was lost
through failure to collect. This is an average of more than six per cent
of the possible earnings of the grazing lands in these five counties.

Addition of the #3601.1*2 not collected and the #17#590*52 potential
rentals lost through failure to lease reveals that an average annual
revenue of $21,191*94 or an average of 38*02 per cent of the potential
revenue was lost in these five counties. Addition of the 47#001.78 sores
leased, but from which no revenue was collected, and the 294#401*81 acres
that were not leased, chows that an annual average of 341#403*59 sores or
40.96 per oent of the grasing lands of these five counties produced no
revenue whatever.

When 41 per oent of the state lands in these counties produce no
revenue and, according to Table 111, 29 per oent of the acreage of the

entire State Is not leased, it is time to look for the cause. The loss in



TABLE 1V .- LEASING AND RENTAL STATUS OP STATE ORAZUW LANDS,
IN PER CENT. FIVE MONTANA COUNTIES 1931-1970 INCLUSIVE */

Lnnde Leased And Lands Leased and Rentals Lands Not Leased and
Rentals Collected Not Collected Rentals Lost
# 1
Tear Per Cant* 1 1Ssr don't 1 Per Oent 1 Per Cent 1 Per Cent of 1Per dent Of
of 1 of _ I of I of 1 State Lands 1 Ppotential
State 1 Potential 1 State 1 Potential 1 Not 1 Revenue
Lands 1 Revenue 1 Lands t Revenue 1 Leased 1
1931 146.50 148.95 8.19 9.86 45.31
148. . . . 41.19
1932 39.29 141.0U 9.73 10.147 50.98 48.49
1933 5U.23 55.80 3.09 4«80 42 .68 39.40
1934 65.25 68.52 1.38 1.60 33.37 29.88
1935 68.29 68.62 2.29 6.43 29 .42 24 95
1936 68.56 71.95 U.13 413 27.31 23.92
1937 60.12 63.28 9.31 10.23 30.07 26.49
1938 53.26 59.56 9,12 8.35 37.62 32.09
1939 61.76 67.43 287 2 86 - 29.71
19L0 70.1U 714.66 5.41 4.07 I 21.27
Average 59.0!* 61.93 5.60 6.20 35.36 31.74

a/ Soaroei Primary Data from the Records of the Department of State T*nd. T-«.ffb— 4~



LEASINT AND RENTAL STATUS OF STATE GRAZING LANDS
1970 INCLUSIVE

TABLE V.
FIVE MONTANA COUNTIES, 1931 -

1 1
t Lands Leased And t Lands Leased but (1Lands Not Leased and Rentals
t Rentals Collected 1 Rentals Not Collected 1Lost Through Failure to Lease
T™r « t t
1 1 I 1 Rentals s I
1 Acreage 1 Rentals 1 Acreage 1 Not 1 Acreage t Rentals
1 Leased 1 Collected «  Leased 1 Collected 1 Not 1 Lost
1 1 (Dollars) t 1 (Dollars) 1 Leased « (Dollars)
1R ,58.11 W.35.0J 3,978 -
1922 38,9/6.5% 3).00.8) 8L.UubS) g%% %%71% %%%
Ut9.M0.3H 2).202.12 23913.2
%% 88,2210 20,5/ 3 1185663 2'%:% %%% %%%
195 58,253 31360 19,0835 2953 21.8081 URB.
R Paad FEE IER BP Pesd Do
516.58.57 27,07.8) 8).25.33 Sl3.
B e E £HE RET YHBE TRE 145
5D 65, 3R A3 1A6@
v BHT 288 EEE S FRE R
Totals U9D2P.77 3JP,EBD UDAZ.B HOU2L 2900807 159623
Average | PB.(2B.B 3,969 U7.00L. 8 3.8 29J.U01.81 17502

*J Prtiwry data from records of the Department of State Lands and Investments.
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rentals from land under lease can be accounted for by failure to promptly
cancel all delinquent leases. Possible corrective measures will be con-
sidered under Chapter VIII.

If it Is assumed that when laml Is not leased it is not used, then
it should be possible to find several year's growth of vegetation on a
large portion of the 29 per cent of unleased land. However, this doesn’t
hold true in actual practice. The man who controls a lease for a term of
years will probably protect hie Investment by employing conservation mea-
sures. Nb sc with the unleased tract, which generally becomes the grasing
commons for the neighborhood livestock, eeoeelally if it remains unleased
for more than a year or so. Consequently, the land from which the State
receives the least revenue is generally subjected to the most abuse. The
State, at one time, had a trespass law. It was repealed, inadvertent-
ly or otherwise, during the 1927 legislative session. Perhaps it had some
faults. Perhaps a stringent trespass law is not the solution to the pro-
blem of xmleased lands. An effective field force, stationed Judiciously
throughout the State can, no doubt, be a factor In bringing more acreage
under lease; but a trespass law as an aid in accomplishing this result is

worthy of serious consideration.

Reasonableness of luoane
A composite graph of the productivity of the five counties le rather

meaningless. Consequently, separate graphs, figures 8 to 12 inclusive,

are presented for each county, showing the productivity valuation as

55/ Revised Codes of Montana. 1921. Chapter IlI#. Section 1904
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Figure 8. —Cost of Rental of State Grazing Lands in
Chouteau County, Montana, as Compared to
Productivity and Cost of Owning,
1931-19W, inclusive
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Figure 9»--Cost of Rental of State Grazing Lands in Custer County
Montana, as Compared to Productivity and Cost of Owning

1931- 1920, inclusive
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Figure 10.— Cost of Rental of State Grazing Lands in Fergus County
Montana, as Compared to Productivity and Cost of Owning

1931-1900 inclusive
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Figure 11,—Cost of Rental of State Grazing Lands in Phillips County,
Montana, as Compared to Productivity and Cost of Oivning

1931-1940 inclusive
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Figure 12.— Cost of Rental of State Grazing Lands in Valley County,
Montana, as Compared to Productivity and Cost of Owning
1931-1940 inclusive
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ooepared to cost of owning and the average rental actually paid. In
general, there has been a tendency, except in the case of Fergus County,
to bring the cost of ownership downward toward the line of productivity.

A study of these graphs will show, without exception, that the rental
of grazing lands in 1931-52 was higher than their productivity value, and
that the reduction made by the legislature brought them to a level below
their productivity. The rental values used in the graphs are the rentals
actually paid. The fact that the rental value may go up or down is not
due to any basic change in rate, but rather to the quality of the acreage
leased. During difficult times, as in the recession of 1938, there is a
tendency to let the leases on the less desirable land lapse and to hold to
those on the more desirable. The average rate per acre will thus be

higher, as will be seen in figures 10 and 11 for Fergus and Phillips

counties respectively.

Agricultural Leases

Cash Leases
According to the I19MObiennial report £]/ less than 30,000 acres, or
8.03 per cent of the 371.215»96 cores of agricultural land under lease in

the entire State, was paying a cash rental of 6K cents per acre. The

36/ Cost of owning is determined by adding the average county tax on
grasing lands to interest on the investment, represented by the assessed
valuation, computed at five per cent. Souroei Biennial Heporte, State
Board of Equalisation, 1931-19KO inclusive.

57/ Biennial, Commissioner of State Lands and Investments, 19JO, page
38.
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reeelning 5UI#1435»25 Korea, or approximately 92 per cent were leased on
a erop-ehare rental basis and returned tl149.656.27 to the State as rental,

an average of 14U cents per aore.

Croy-Sharo Leases

Qader the provisions of a program Inaugurated about 1937, all crop-
share leases were required to summer-fallow 50 per cent of the acreage
each year. Assuming then, that one-half of the acreage indicated
(3J-lBS-25) produced the entire crop-share, the rental would be 8cents
per acre for the land actually producing crops. As the average farm
price received by Montana farmers for the decade, 1931-Uo inclusive, was
70 cents, 55/ simple arithmetic shows that agricultural land belonging
to the State paid an average rental of one and one-fourth bushels of
wheat per acre for sussoer-fallowed ground, on a State-wide average.

Table Tl shows that for the period 1931-UO inclusive, almost 12U.000
acres in the five counties studied, produced no revenue whatever. This is
an average of 12,UO0O acres per year of non-productiva farm land. Tliis
material is graphically Illustrated in figure 13#

Qf a total of approximately 595.000 acres of agricultural land from
which revenue was collected, the average return per aore was 28 cents.
Again, assuming that $0 per cent was summer-fallowed, the rentals would be
twice as much, or $6 cents per acre. The average ten year price, 70 cents

for wheat, means that the average farm rental for these five counties was

5Q/ Halerow, Harold G., Statistical Summary of Prices. Montana State
College, Agricultural Experiment Station, June 1914. MLmeographed Circular

3B
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©ight-toaths bushel per ©ore. The prevailing rental rate of state lands
of one-fifth the crop, would Indloate that the average yield was approxi-
mately four bushels per acre In the counties studied. It will be seen
that, on an average, only 85 per cent of the lands paid any rental,

either in crop-share or cash.

TABLE VI. HBTUIfflS FHOM AGRICULTURAL LEASES OH STATE
LANDS, FIVE MONTANA COUNTIES, 1931-19*40 INCLUSIVE * /
t Acreage ] Total 1 Revenue *  Acreage * Per Cent
Tear i from which * Revenue * Per Acre « from which t Acreage
i Revenue was « Collected t (Dollars)1l Revenue was t Yielding
s Collected * (Dollars) S I Hot Collected* Revenue
2,0, 4084 P 6,35/ 3
S 20,9643 6,/3.4 5 21,288 5§}
198 ReC( ; 2 -
o dab BB £ BER 8
X ,0(3-P 21,000.41 “ ,a19.
T8 507 e B OB 9
10 Wiseh 1582/ 23 12,950.10
%i@@% 24,585 Al 12,590.67 %
83.080.a0 D - (D).
Bl £ws IHE 2B B3R &
Total Sb.4/6.66 10.65.41 B 123,830.% &8

%/ Source, Primary Data Secured from Records of the State Lard O ffice.
Provision was made for leasing agricultural lands*

"For a share of the crops delivered at the grain el-
evator or market, which share shall not be less than
what is ooKcaonly paid by lessees of privately owned
lands as share rent in the locality where the state
land is situated; and in no case shall such share
rental be less than one-fifth (1/5) of the entire
crop raised, delivered at the elevator.” 5ft/

59/ Revised Codes of Montana. 1935. Chapter 160. Section 1805.30.
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Non-revenue Producing Acreage
Revenue Producing Acreage

Figure 13.—Per Cent of Revenue and Non-revenue Producing Acreage of
Farm Lends Under Lease, Five Montana Counties, 1931-40 inclusive
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Tha one-fifth share which was intended as a hm# oono to be
almost the msximum rental unless raised by competition. Should competi-
tive bidding prevail, the bid Is usually raised by offering a larger share
of the crop, such as one-fourth, one-third, etc. State land Office records
reveal some oases where the appraisal calls for one-fourth share but,
in general, the prevailing lease rate is at the permitted by law,

Baoh spring, after seeding is completed, the CormIimsloner has in-
guiries mailed out as to the number of acres seeded and as to how «p'h
will be summer-fallowed. In spite of its efforts to maintain a constant
cheek, many lessees consistently report "Mo Crop", "Too Dry”, and "Taken
by Grasshoppers.” It is impossible, with the field force, on a part-
time basis and engaged primarily in reclassification, to make a personal
check of the situation. Accordingly, records reveal that many agricul-
tural leases continue year after year with no returns to the State and,
should an attempt be made to challenge the renewal of a lease, the bid is
simply raised. Apparently, it Is just as easy to agree to pay one-fourth
or even one-third of "Ho Crop™, as it is to agree to pay one-fifth.

Judged on the basis of potential productivity, figures 11*.18 inclus-
ive, present scene pertinent information. The line of "Productivity* is the
long time average yield of wheat computed at a value of 70 cents per
bushel.

Chouteau County (figure IU) shows the highest productivity, At the
1931-140 average farm price of 70 cents, it would require less than one
and one-third bushels of wheat to pay the rental on average agricultural

land, but a glance at the rental actually paid show that on the average
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one-halT bushel sufficed* Qf the five counties studied, Chouteau is the
only one where the cost of owning has been consistently below the level
of productivity. This, again,serves to substantiate the findings of
Henna and Lord that the better lands tend to be under-valued for assess-
ment purposes*

The productivity of average farm lands in Custer County (figure 15)
*hieh belong to the State shows that they are capable of sustaining an
average rental charge of a little more than 51 cents per acre. The cost
of ownership has shown a decline during the period of this study and is
now below productivity while rentals of state lend have consistently
shown little return to the State.

Fergus County rentals (figure 16) have been very erratic and only
once have reached a return which should be sustained under average condi-
tions. Taxes have been high and the cost of ownership has consistently
been higher than the land will sustain.

Phillips County (figure 17) has averaged little more than 20 oents
rental on agricultural lands belonging to the state while the line of pro-
ductivity is in excess of 60 cents. The cost of ownership started above
productivity but has dropped until at the present time, the average farm
lands of Phillips County are well below the charge which they are capable
of sustaining.

Bsntals of Agricultural land in Valley County (figure 18) have also
been erratic and generally quite low. Cost of ownership has taken rather

pronounced drops and is now pretty roll in line with the productivity of the

land*
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Figure Ili.—Productivity of Agricultural Lands in Chouteau County
Montana, as Compared to Cost of Owning and Average Rental Returns

1931- 19110 inclusive
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Figure 15»— Productivity of Agricultural Lands in Custer County, Montana,
as Compared to Cost of Owning and Average Rental Returns,

1931- 1970 inclusive
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Figure 16.--Productivity of Agricultural Lands of Fergus County, Montana,
as Compared to Cost of Owning and Average Rental Returns,

1931- 19w inclusive



Figure 17.—Productivity of Agricultural Lends in Phillips County,
Montana, as Compared to Cost of Owning and Average Rental Returns

1931- 1970 inclusive
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Figure 18.—Productivity of Agricultural Lands in Valley County, Montana,
as Compared to Cost of Owning, and Average Rental Returns,
1931-19U0 inclusive
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It Is not axpootod that the average rental will exactly coincide with
the productivity of the land but over a given period of time, it should
approximate it quite closely. The fact that rentals have always been
below productivity would indicate that the State does not get a great
enough differential rent between the higher and lower grade lands. It is
apparent, in the majority of eases, that the lessee of third grade land
pays just as high a rate of rental as the lessee of first grade land,
although it has been shown that the first grade land can produce an econ-

omic rent of $1.80 per acre while the third grade produces only 2i* cents.

Sale Of Grant Lands

As previously indicated, provision was made for the sale of any or
all state lands. Some sales have been made for cash at the time of the
transaction, but the usual practice has been made to accept ten per cent
at the time of sale, and subsequent to February 1), 1923 to make a con-
tract on the amortisation plan extending over a period of thirty-three
years and bearing interest at the rate of five per cant per annum. Con-
tracts on town and oity lots, however, are written for a maximum of
twenty years.

Until June 30, 1<&0 more than one and one-half million acres ~2/ had
been sold for a total of more than $25,000,000.00 at an average price of
*15.57 per acre. When the 72nd Congress reduced the minimum price of
grazing lands from $10.00 to $5*00 per acre, it was expected that sales

would increase greatly. However, with the economic conditions existing

60/ 1,629,370.82 acres. Total price $25,0L7,W *)7.
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*t the time and with the $0 per cent reduction in erasing fees, there was
no Incentive for anyone to own the land.

The greater part of the state land that has been sold was disposed of
during the years previous to World War | when the State was being rapidly
settled and when, as has since been realised, conditions were abnormally
geod, Land was sold at that time for prices so high that it was Impossible
for the purchaser to pay for it. With the earning of less favorable times,
contracts became delinquent and many were voluntarily relinquished. Much
of the land had been plowed and abandoned leaving the usual menaces, such
as weeds and soil-blowing.

In an effort to keep the purchasers on the land, terms have been
changed, oontraots rewritten and the time of the contracts extended. Am
ortised contracts extending over a period of 33 years have been made and
penalty interest has been remitted A I/ in the expectation that home owners
oould be Induced to continue their oontraots.

Table VII shows that on a 10 year average, approximately $0 per cent
of the payments (see also figure 19) due on Certifloates of Purchase were
actually collected. Tlwre Is a possibility that some small part of the
$271,736.36 that became due and unpaid during the period 1931-W, inclus-
ive, may yet be paid, but the probability of getting any substantial part
is almost nil.

The extremes to which the Department of State Lands and Investments

has gone in an effort to cooperate with delinquent purchasers is shown in

61/ Session Lews of Montana, 1939* Chapter I140.
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TABLE V I1.- COLLBCTIOH STATUS OF HEVSIIUE EAHSSD USDSH CSHTIFICATtS
OF PUaCHASB CONTRACTS, FIVE MONTANA COUNTIES, 1931-19UO. INCLUSIVE m/

I Xoreage i Revenue »£er CedsAorsage from Revenue not*Per bent
Year ifram which i Collected | of iwhich Reve- t Collected 1of Reve-

iRevenue was* (Dollars) !Revenueroue was not i (Dollar*) tnue not

i Colleoted i i Coled.1 Colleoted < iColleote™

i %:’E}% B
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3

Total 3FH,0B.X 26.119. PU FBAOAU 271765 L6
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T%ble V111 end le grsphloelly Illuetreted In figure 20. Almost QU per
oent of the 313 contracts In the oountiee being studied itere delinquent
for two years and about 33 per oent were delinquent for five years, before
they were cancelled. It will be seen that U2 contracts were delinquent for
six years, 35 for seven years, 17 for eight years, four for nine years and
two for more than 10 years, before being cancelled. The State received no
return from these lands during the period of the delinquency of these con-
tractse
Aooording to the 1970 biennial report, 88It*936 acres, or approxi-

mately one-half of the total acreage sold, had been returned to the State.

In the light of peat experience, it is now known that much of this land



Figure 19.—Amount of Payments Due and Payable Under Certificates
of Purchase, Showing Status of Collections in Per Cent,
Five Montana Counties, 1931-19W, Inclusive



TXBLB m i.- TEARS OP DELINQUENCY CF CERTIFICATES 0? PURCHASE ON STATE LANDS BEFORE CANCELLATION
PITS MONTANA COUNTIES, 19)I-19kO INCLUSIVE

Htimber of Contraote - Per Cent of Contract*
* « i * * J Si S | | -~
Year* S t t i I S n S S i ,
DelinquentIChouteausCuatersPergue IP hillip* sValleysTotals sChouteausCueter sFerguesPhillip* sValley
« » | * * S SS S 8 S |
| I 9 [ 3 838 3 50
2 il I N -3 B3 20 &1
3 Y 9 & 40
5 0B 0 3 & 29 %8 =m0 %3
12 6 U g 10.2
3 19 5 7 & 13 0 =m0 81
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Years
Delinquent

Per Cent of Contracts Cancelled

Figure 20.—Per Cent of Certificate Purchase Contracts on State
Land Cancelled after Becoming Delinquent, by Years of
Delinquency, Five Montana Counties,
1931-19U0, Inclusive
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ahould never have been sold for agricultural purposes* Abandoned farms and
vacant buildings stand as mute evidence of fruitless attempts to cultivate
land which should never have been plowed*

Bxoept in oases where extensive improvement had been put upon the
land, the greatest tragedy was the blasted hopes of the purchaser and from
the State's viewpoint, the ruination of gracing land. Persons not acquaint-
ed with the long-term payment plan might reach the erroneous conclusion
that the cancellation of contracts on so much land would involve great
losses to the purchasers, but this is not necessarily the case. Only
10 per cent of the purchase price was paid at time of purchase and the
annual payments were little, if any heavier, than rent* |If delinquent con-
tracts were cancelled within a reasonable time, as any private concern
would do, neither buyer nor seller would have been much worse off financial-
ly, However, since contracts have been allowed to remain delinquent so
long the common school funds of the State are the principal losers.

All grant lands are carried on the books at a uniform value of @10.00
per sere. Some attempt has been made to justify this practice by pointing
out that sales made to the present have exceeded @5*00 per acre and that
returns from timber, minerals, oil and gam will help to maintain an average
of @10.00 per acre for the remaining lands. It must be remembered that the _
better lande naturally sell first, that the remaining lands may be mountsin-
our or rough, and that erasing lands may now be sold for @5*00 per acre. In

view of these facts, it is very doubtful if a uniform valuation of @0.00

62/ Biennial Report, Conniseioner of State Lande and Investments, 193U,
pegs 27.



per acre could be sustained#

Sales Value Aooording to Productivity

TABLE DU- COMPARISON OF RENTAL AND SALES VALUE OF ItDHTANA
STATE LANDS BASED OH PRODUCTIVITY OF LAND BT CRADES

Kind of Land * Orade dumber t Rental Value i Sales Value
i of Land i i
i i i
Agrioultural | | 1.80 # 36.00
2 1.06 21.20
3 o2k U.80
erasing I IB 3.60
2 12 2.W
3 09 1.80
k 07 I.1tf
5 *0k +#°

The sales values la Table IX are computed from rental values on the
basis of five per cent earning power on the Investment# Naturally, the
State no longer has any extensive acreage of first grade faming land, and
on a comparative basis, the acreage of second grade farming is also limit-
ed# Thus, it will be seen that much of the remaining acreage of state lands

is unlikely to bring the minimum legal prices.

Future Land Sales

Lands returned to private ownership should be sold with the expectation
that resource depletion, tax delinquency, reversion and resale will not be
repeated. Pressure to return state lands to private ownership may be great
in areas where land suitable for occupancy is limited; likewise pressure to

prevent the sale of state lands in areas where rentals are low may be
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equally great. The sale of isolated tracts for homo-making might well re-
ceive the attention of a policy making committee. The State Board of
Commissioners should be empowered to deny applications for purchase in any
area where the extension of road and public school services would entail
burdensome public expenditures, Desiands for public services for isolated
farmsteads have become such a problem that county administrators have taken
steps to curtail such demands The use of restrictive covenants in con-
veyances might be found rather useful. Thus agricultural land located in
areas inaccessible at certain seasons of the year might be sold with a stip-

ulation prohibiting year around occupancy of the land for family residence.

Cooperation in Conservation

The State has recently been safeguarding its interest in future sales
contracts by close cooperation with the Agrioultural Adjustment Administra-
tion sad County Planning Committees. Land that has not previously boon
cultivated, cannot be brought under cultivation by a purchaser until the
purchase contract has been paid in full, unless permission is given by one

of these agencies and an equal amount of inferior land retired. This

63/ Whereas, in a number of counties, the State Land Board has sold
or leased lands which, in many oases, has resulted in requiring public
service in some communities beyond the taxing power of the local tax unit
to furnish*

"Be it resolved that me respectfully request that the State Land Board
of the State of Montana investigate all such applications for leases or
sales and not make any leases or sales where the applicant has apparently
insufficient funds to help maintain himself and family, and where the lease
or sale would necessarily result in great increase in tax requirements of
the local tax unit. Adopted, upon motion duly made, seconded and carried.
...... Resolution 2. Thirty-first Annual Meeting, State Association of
County Consiiesioners, Havre, June 17, 18, 19, 19&0.
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oonsorvatiion practice should prevent the soil-blowing and weed menace of
abandoned crop land by preventing land that ie xmeuited for cultivation

from being put under the plow.

Mortgage Lands

In an endeavor to secure greater returns from investments of school
funds, the 1917 Legislative Assembly made provision for Investing part of
the Public School Permanent Fund and other educational, charitable and
penal institution funds of the State in farm mortgagee. More than four and
one-half million dollars were Invested under this aot and over four mil-
lion dollars of these investments remain unpaid although no new loans
have been made einoe December 2U, 192U. Montana's venture in the farm loan

business has been most unfortunate.

6tj/ Unpaid balance of Principal SU,0~2,506.36, June 30, 19%0# Biennial
Sepo;rET Department of State Lands and Investments.

6%/ "In examining our abstracts it develops that the State has made
loans double the amounts which had been made by private loan companies. A
loan of #1,000 on a quarter section liad been taken up by the state and a
loan of $2,000 made in lieu ... Recommendations for loans were made by in-
spectors who apparently had no knowledge either of land valuesi or human
nature or of moral risk."

Biennial Report of the Register of State Lands, 1921-22
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TABLB X.- CONDITION W MONTANA STATE PAffll LOANS
AND CONTRACTS AS OP JUNE JOf 1Qid0 «/

INumber of* * Balance
Classification * Loans * Acres « Of Uapaid
* * * Principal
I.- Amortised loans to which
State does not have title. 72 2L 657.45 I 109,819.38
2y- Original loans to which
State has title and lands
have not been re-sold. 639 215.501.34 1,368,932.22
3*- Amortised loans to which
State has title and the
lands have not been re-
sold. 156 50,651.63 311.363.43
Ue- Sales contracts in force. 51U - 169,570.09 996.052.05
$e- Sales contracts cancelled 1
and land not resold. 519 187,152.64 1.256,339.20
Totals 1900 647,713.35 » 4,.0k2,506.36

a/ Souroes Biennial Report of Deparbnent of State Lands and Invest-
ments, 1Qid0.

Ibsder the provision of the State constitution ££/ the school fund
"shall forever remain inviolate, guaranteed by the state against loss or
diversion™.

The 1QJ5 legislature, recognising the obligation of the State of
Montana to protect the Public School Permanent Psrad against loss or diver-
sion, mode provision for setting up a fund to be known as the State Farm
Loan Sinking Fund. The purpose of this fund was to provide for the repay-

ment of the entire investment in farm loans as of January I, 1935* the

66/ State Constitution, Art. XI, Section J.
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total being 3*250,625.95» To aooomplleh this end, the fund operates as
followsi "AIl moneys received from farm loans, from whatever source, are
credited to the State Farm Loan Sinking Fund, A quarterly transfer Is then
made to the Public School Permanent Fund and the Public School Interest and
Income Fund, the amount transferred to the total Investment. What is left
in the sinking fund over and above the amount of the interest thus paid is
transferred to the Public School Permanent Fund", jdl/

Thus the legal machinery was set up for reimbursing the State School
Fund. Al mortgage lands now belong to the State, not to the educational
Institutions of the State, and as fast as they are sold, the returns find
their way into the school fund. Although the Attorney-General has ruled
that sale can be made without including accrued Interest, much of this land
will never be sold for the amount of its present debt excluding interest.

Table X1 shows the status of lands acquired under mortgage foreclosure
or quitclaim deed in the counties studied. While these loans were original-
ly madeAr a period of ten years, the law was ohsnged to permit more liberal
financing over a longer period of time. It will be seen that of the $6W*,900
originally loaned, over 560,000 or 87 per cent was refinanced. Optimiem
has always been one of the attributes of Montana people and even though
many of the borrowers oould not make the original payments, they did not
hesitate to incur a greater obligation if given a longer period for repay-
ment. Consequently, Fergus County borrowers refinanced 108 per cant

(Table XI11) of the amount of their original loans. The average amount

6j / 19W Biennial Report, Department of State Lands and Investments,
page TE.



TABLE X 1.- FINANCIAL HISTORY OF STATE MORTGAGE LANDS, FIVE COUNTIES,
1931-19*40, INCLUSIVE
1 1 1 1 « 1
S Chouteau 1 Custer t Fergus 1 Phillips 1 Valley 1 Totals
| 1 1 1 1 1
Number of Leans % 1o b ]% 7 33
Total A Y 1A
ol A e e —— AT 86 A :38%% A 80 $HE
Lean per Aere ﬁ_& U.B 5.
Amount when Refinanced 181. 279 LB - 1851& 16.758) B.UD. 533183.683
Amount per acre ﬂg% ]9515% 5.
Amount Paid on Loan Ur.6%. 8. 20,730 1,009 DB HI.015.60
o T pem 7l DTALD 1(BLBl?8 BBB BORDO &LU6D
Perosgre Book Value B%:ZJ ) U:HJ ) 7:% ) 5-—|U ’ 6: T
Ten Tear Revenue from
Leases 2788B8) 30b.71 1B38bM 1511097 10,205 &AEJ0.@
State Land O ffice Lease
Apprisl. 2,68.18 None 1,013. 5%, None ARL.71Y
Psr acre appraisal (B 09|y -y
Productivity Rating 7% 1$ 6&% 627783 5@& 271&%
el R20) AR, P g g e 7B
Land Office Sales 1B.1 N = A None  GB.6ULI
| one
BN B 01055
e Y Sales WALD DARB 15010 15560 1138680 SBIES
PeraA%?’e U. 1.2 8.2 u.aJ 706 T

a/ Only on lands outside of Grating DlIstriotse

Souroei Primary Data Secured From Commissioner of State Leads and Investments,

Produotivity

Data, Soil Survey, and Farm Managonent Studies#
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refinanced for the fire counties was 87 per cent. In the area studied,
<mly 1? per cent of the amount of the original loans were repaid during
the ten years of this study.

Considerable sums have been paid out by the state in the past for
delinquent taxes, cost of foreclosures, etc. The "book value"™ represents
the balance due on the original loan plus such items as were necessary to
protect the State's interest. Table XII shows that the book value now

represents an average of 96 per cent of the original loans in these

counties.
TABLE X11. CONDITION OP MONTANA STATE FARM LOANS
IN PER CENT, 1910
1 Per Cent « Per oeat of sPer cant Ratio* Per deni
County * of 1 Original Loan iBook Value to * Productivity

I0riginal Loan 1Repaid, Prin. and!Original Loan s Value boars

1 Refinanoed 1 Interest 1 ito Bock Value
Custer ul.o 9.0 96.0 33.0
Chouteau 88.0 23.0 95.0 74.0
Fergus 109.0 17.0 91.0 115.0
Phillips 93.0 10.0 99.0 93.0
Valley 98.0 23.0 104.0 122.0
Average 87.0 17.0 96.0 87.0

As a Land Offlee appraisal of mortgage lands in Custer and Phillips
Counties is not available, it is impossible to get a five county value for
Ooeiparisen with the appraisal established through productivity. However,

suoh values are available for Chouteau (Table XI) and show an average
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leaelng appraisal of approximately nine cents (.033) ae compared to a
productivity rental value of a little more than 2J cents. lhe sales
appraisal averages #8.11 per acre, which at the annual rental of 8.8 cents,
gives a return on the investment of approximate one per cent. The rental
of 23.U cents computed from productivity, when capitalised, at five per
cent gives $k»6k as the value of the land. Thus, we have a case of land
valued at #8.11 appraised to lease at 8.8 cents, or a little more than one
per cent, as compared to a productivity sales value of #U.&» appraised to
lease at 23.4 cents per acre, or a return of five per cent. This same
comparison can be followed through for the analysis of Fergus and Valley
counties also.

The book value of Chouteau County lands is #6.24. The sales appraisal
of #8.11 would show a nice margin of profit, if it oould be realised. The
productivity sales value is only #4.64 which is a substantial reduction from
the book value. In Fergus and Valley Counties, the productivity value
shows a margin of profit over the book value, even though the productivity
value is lower than the sales appraisal of the *tate Land O ffice. Zn
Custer, the productivity value is approximately one-third the book value.

This study substantiates the findings of Srane and Lord £8/ that the poorer

grades of land tend to be over-valued.

Renne, 8. R., and Lord, H. H. Assessment of Montana Farm Lands,
Bull 348, Montana Agrioultural Experiment Station, October 1937
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RMIiT VII. SPECIAL PBBOBLiiie OP ADMINISTRATION

Who L#aa## St*ta LandaT

Tho Bnabllag Aet provided that State lande should be leased In quanti-
ties not exceeding one section to any one person or company. £8/ When
that section of the Aet was adopted in 1889, it was, no doubt, the inten-
tion to discourage the concentrating of state lands in few hands and to
encourage, if possible, the widest possible dissemination into fasdly-
sised units.

It was soon found, however,that there were effective ways of circum-
venting the law. There were few restrictionson who mightlease the land.
Accordingly, all of the lessee'srelatives as well as the hired men, were
eligihle for State land leases. *11 of these leases, when put together,
made tracts of considerable else. The personnel of the State La*d O ffice
would conveniently record all of the leases together under the designation
of "Mr. Blank's Unit".

Thus, the law waa so ineffective that no surprise was felt when it was
repealed, permitting oitisens of the United States 21 years of age, or the
head of a family, to lease State lands in any quantity.

The extent of non-resident holdings of state land is negligible, so
whatever benefits accrue to the lessees are confined to residents of
Montana.

Table X 11l shows that 116 operators lease approximately 1,000,000 acres

and that the average lease-hold of this group is more than 8,500 acres.

69/ Enabling Aet, Section 11.
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Thle acreage represents over 86 per cent of the total of all lands leased
during 19t*0. Ninety-three lessees of tracts ranging In else from 2 sec-
tions to 2,999 cores, lease approximately 200,000 acres, or an average of
over 2,100 acres each. Thus, It will be seen that 209 lessees, or
slightly more than three per cent, control a total of almost 1,200,000
acres, or more than 31 per cent, of all the state lands under lease.

TABLE X 111. MONTANA STATE AGRICULTURAL AND GRAZING LEASES
BY SIZE OP HOLDINGS, 19W)

1 Average USor Cent* Per Cent

Slse of 1 Average * Number 1 Lease 1 of all1l of

Lease . Leased I of I Holding 1 Landsl all

Tracts 1 1 Leases * (Acres e Leased 1 Leases
All leases 3,808,1457.80 6,675 571 100 100
Under 1280 2,619,295.0U 6,1466 146 .08 66.78 96.87
1280 - 2999 197,360.26 93 2,122.75 5.18 1.39
3000 - up 991,802.50 116 8,550.02 26.0U 1.7U

Cosg>etltlTe Bidding
When lease rates were established for the rental of State owned
lands TS/ it was no doubt Intended that competitive bidding should be the
determining factor In placing the final lease rate upon all lands, and
also In determining who should rent the lend. Actually, however, competi-
tion plays a very minor part In the leasing of state lands. 1In a total of

over 10,000 leases examined. It was found that less than seven per

70/ Revised Codes of Montana, 1935. Chapter 160, Seo. 1005.25.



cent | i/ had been let through oompetitlone Provleltm le made bo that any
gualified JEZ person may contest the renewal of a lease at any time before
the 30-day period Immediately preceding Its renewal. He then obtains the
privilege of entering Into actual competition for the lease. Whether or
not the prospective lessee Is notified of the date of competition or
whether or not he falls to respond, once he is notified, the fact remains
that whoever secures a lease risks only about seven ohanoes out of one
hundred of having hie renewal contested.

Among the reasons for the failure of competitive bidding may be en-

umeratedi
1. - Heluotanoe on the part of one neighbor to oon-
pete against another for a lease at "auction”
bidding.
2. - Unwillingness to Incur expense of a trip to

Helena should oral bidding be indicated.

3*- Inadvisability of leaving early spring opera-
tions to employees In order to participate In
the bidding. 73/

U*- Dleorlmlnatlon against the operator of a
famlly-eised farm.

Should competitive bidding then, be eliminated entirely or should the

system be changedT

TI1/10,W i leasee examined. 703 competitions.

72/ See. 1805.23, Chapter 160, Twenty-one years of age or head of
family.

73/ Employees of State Land Offloe report that under the present eye-
tern WKere bidding le usually done In the spring when reads are bad and
there le storm danger, lessees tell of leaving heavy farm work (care of
young stock, etc.) to their wives.



Competition Vor Oraalng Lex##»

The Forest Serrloe has eliminated oompetltlve bidding for erasing
privileges on Rational and State forests* Likewise, It has no part In the
distribution of grasing privileges in a erasing district. Zn foot. It is
hardly conceivable that competition through oral bidding has a part in any
program of leasing if conservation of resources is of any considerable im-
portance. Bidding beyond the worth of a tract of land is apt to lead to
abuses* The lessee who bide more than the land is worth "just to show a
neighbor™ may in two years do the land more damage than five years-of
conservative management can restore*

Even the advanced prices secured under a system of competitive bidding
do not add materially to rental returns* It would appear to be the practice
to pay the higher rental only as long as the competitor remains interested.
When the danger of competition has passed, the lease is cancelled and
usually renewed at the minimum rate. |If the lease is not thus renewed,
even the competitor may no longer want the land. He may be sullen or may
not have actually wanted it in the first place. Again, other people may
associate an unduly high rent with the land, or may be afraid of becoming
involved in a neighborhood quarrel. Consequently, the land lies unproduc-
tive and open to trespass, often for years.

When bonds Q / were required of all leeeees of state lands, it was not

TU/ Seotjon 188U, Revised Code's of Montana, 1921.

WSuih lessee within 2k hours after leasing say land, shall pay to the
register with first year’s rental, and shall deliver to him, a good and suf-
ficient bond, executed by the said lessee and two sureties and approved by
the treasurer of the county in which the land is situated; the condition of
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possible to oaneel a lease la this aanner because a faithful performance
of the conditions of the contract was required# There are still a few
advocates of the bonding provision, even though It seems discriminatory la
its operation. Perhaps a reference to a Biblical passage will explain the
objection — "Te him who hath shall be given « « #* Certainly it Is more
difficult for the man of limited means to obtain sureties than for the
well-to-do, even though the need for the poor man Is greater and in his
hands the land would make a greater contribution to society#

Bonds may be required at the discretion of the Board T z/ and might
well be used in the ease of leases that were let through competitive bid-
ding, In order to compel a fulfillment of the contract terms*

At present sealed bidding is the rule unless one of the competitors
asks for oral bidding, which le held In the State Land Department la
Helena. Partlelpation In the oral bidding works a hardship on the man who
must leave hie work drive long distances and Incur the expense of making an
appearance to protect his leasehold# Often all of the neighborhood
animosities and 111 feelings flare up in the excitement of competition. |In
the heat of anger, or the spirit of defiance, the bid offered, or met, le
out of all proportion to the value of the lend. |In spite of the apparent
Imperfections of competitive bidding, it seems highly imperative that
some means be available for determining who shall secure the lease and how

such bond being that euoh lessee will keep and perform all the covenants and

agreements contained in the lease."
This provision. In about the same form, was In effect from the begin-

ning of statehood until 1927, when it was repealed.

73/ Section 1305.29, Chapter 160, Revleed Codes of Montana.
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Biuoh is to be paid if the state is to secure the largest possible Iwse
returns.
Sealed bids offer a possible solution and possess the following ad-
vantagesi

1. - They would keep bids from going too high. The
lessee would bid only an amount calmly and de-
liberately determined in hie own home.

2. - They would keep down dissentlon and animosities
in the neighborhood and tend to promote neigh-
borhood harmony.

).- They would result in a greater number of compe-
titions. Many prospective lessees would submit
bids if not compelled to hid orally.

Uv- A trip to Helena to enter a bid would not be
necessary. The cost of the trip would be saved
and no time would be lost.

5v- The State would receive greater returns, not so
high, perhaps, as from the man who sought to
"show his neighbor'™, but more consistently high,
for he would be more inclined to hold a lease
so acquired.

6.- The operator of a "family-sizedn unit could
compete for leases on more nearly equal terms.

It would seem desirable, if the present lessee so desired to allow
him to retain the lease at the highest bid offered. The Crow Indian
Agency, for example, does not protect its lessees in this manner and a
lessee can, and often does, find that he has lost hie lease and has no

alternative but to sell hie livestock.

Comuetition for Agricultural W ases
Almost ninety-two per cent of the acreage under lease for agricultural

purposes is leased on the crop-share basis. The usual share is one-fifth
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ot the orep delivered at the market. When competition arises, bids are
usually made for a greater share of the orop, as for one-fourth, one-third
and in a few eases as high as one-half.

The only oaeh outlay under this plan of leasing is for the fee of
[2»50 paid for the lease. There are no further payments until the orop is
harvested when the State receives its share of the orop. |If, for any
reason, there is no orop, there is no rental obligation, i-mv* Office re-
cords reveal many oases of pretty consistent failures, but because the
lease is on a orop-share basis, if there is no orop, there is no cause for
Oanoellatien of the lease.

It would seen desirable, once the proper orop-share had been establish-
ed for eaoh grade of land, that instead of bidding an increased share of
the orop, a competitor should be compelled to raise the bid as a cash
bonus or even as an outright oash bid. This bonus would be paid eaoh year
the lease is in effect and would provide a lever to remove tenants who
consistently report orop failures in the neighborhood where crops are being

raised*

Qrasing Districts
Orasing districts of Montana operate under the Grass Conservation Act
of 19)9» This law created the State Grass Conservation Commission, com-
posed of five members, which participates in the organisation of gracing

districts and has limited supervisory powers over a district's directors.

Acknowledgement is made to Kva Janet Smith, competition clerk. State
land Office for many of the ideas on competitive bidding.



Figure 21-AREAS OF COLLECTIVE TENURE IN MONTANA, 1941
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A group of stockmen who wish to form a gracing district must make
application to the Conalsslon, which then holds & public hearing on the
matter and either grants or denies a permit to organise the district.
Which action they take depends principally upon whether it seems likely
that the district will be able to lease enough land and secure enough mem
bers to control, with the lands of its own members, more than $0 per cent
of Its area. The districts are cooperative organisations existing for a
definite period but not to exceed ItO yearsi they can exercise no powers
of local legislations raamberahip is voluntary and limited to persona engag-
ed in the livestock business. An unusual provision of the Oraaa Conserva-
tion Aot requires districts to lease, at a reasonable rental, all state
land within their boundaries and not otherwise disposed of, whenever offer-
ed to them by the State Board of Land Consaisoioneraj and the Grass Conser-

vation Cecaiaission is charged with the duty of requiring the districts*

compliance. 1A/

Advantages

Cosedtted definitely to a policy of conservation, the districts are
in a position, through long-term leases and collective tenure, to inaugur-
ate as some of the principal benefits of grazing districts«

1. - Conservation of resources through conservative
stocking, deferred and rotational grazing.

2, - Better utilization of range through the use of
fences and water development.

5,- Uniform livestock management practices, permitting

76/ State ImgisUtTon FOTtietter Land Use. A Special Report by an In-
terbureau Committee of the U.S.O.A.
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the use of higher quality aires, and consequently
the Marketing of more uniform quality of live-
stock.

lu- Creation of adequate reserves thus eliminating or
greatly alleviating the mere extreme hasards.

There is no question that any grazing district is in a position to be
of considerable value to the livestock interests and to land-holding agenc-

ies as well, if properly administered.

disadvantages
Against these advantages may be listed the following disadvantages of
grasing districts as administered at the present time in Montana.

le- Because of the excessively low rentals, all in-
centive to purchase state owned land is removed.

2 .- Because group pressure has been used to accomplish
purposes, whether desirable or undesirable.

)»- Because rentals established for grasing districts
have been used in securing individual leases.

Certainly there is no incentive to own lands when they oan be leased
free the State at rentals such as have been quite uniformly obtained by
grasing districts. This result was anticipated by I. M. Brandjord, former
Cosmdesioner of State lands, 22/ while A. ?« Vass of Wyoming contends

that, "Land Investment is so important that a poor manager using tax-free

77/ "1t is likely that the administration of grasing districts under
the Taylor Oraslng Aot will be suoh as to remove the incentive to purchase
the state owned lands within these districts. |If so, the enactment of the
Taylor Oraslng bill would result in a material and permanent Impairment of
the value of lands already granted to the State of Montana. To some ex-
tent it would tend to defeat the very end and purpose for which the Federal
land grants were made to our state." ...Report of Commissioner of State
Lands and Investments, 195-U.
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~and km# # better ohmnoe of mmking mfair rate of Interest than the effi-
Olent manager on over-taxed, privately craned land." 7s/

Ae a grasing district is required by laar to lease all state lands
elthin Its boundaries not otherwise disposed of, it has been supposed that
mueh idle land would be brought under lease.

Working on the assumption that any tract of land might be vacant for
a year or so at a time, a study was made of the state lands In Phillips
County to determine Just how much unleased land would be brought under
lease through the provisions of the Grass Conservation Aot. Accordingly,
only those tracts which had been consistently not leased for a period of
five years were considered. It was found that there was in excess of
1*5#000 acres (L5#586.W)) In that county alone which had returned no revenue
during the period 1931 through 1935« However, with the advent of agitation
for the formation of a erasing district, many leases were either cancelled
or allowed to lapse. Instead of having 17,000 acres of unloosed land as in
the five year period mentioned, over X7,000 acres (X7#}¥31.15) remained
unieased for the greater part of the second five year period of this study.
The net result is that approximately 2,000 more acres had a record of five
years of idleness during the latter part of the deoade (l.e. during the
formation of the grasing district) than during the fore part. MuUeh of the
land on which leases wore dropped is still unleased. One large operator
who had been consistently leasing over 19,000 sores for several years pre-

vious to 1936 has, since that time, been paying state land rental on little

78/ Vaae, A. P., American Cattle Producer, Vol. XXL, May 19ijO, page %
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more than 3*800 acres. According to the records of the County Assessor,
this operator averaged four animal units more during the years 1939-140
than during the years 1935-36. 22/

Although group pressure may be disclaimed by the grasing associations,
and particularly by the South Phillips Association, there are many Indica-
tions that It has been present. Witness the following illustration. Bren
though the state land within the South Phillips District has been used for
a number of years and a rental of approximately three cents per acre agreed
upon, the lease has never been signed, notwithstanding the fact that a
productivity rating places the rental value of the land at seven cents per
acre*

Instead of accepting the lease atthe rate originally agreed upon, the
association has countered with another proposition whereby the district is
to be divided into three sonesi the first gone, comprising approximately
one-third of the area, to be leased at three cents per acres the second
sene at two cents, and the third, at one cent per acre. The average rent-
al would be 1.7 cents per acre and the total revenue from state lands with-
in the district would be $1189.00. Itis also proposed to begin payments
as of the current year even though this land has been under control of the

district and subject to use by its members for several years.

W Y ear Animal 1

1935 5206

1936 Uoo Average 1935-36 14658
1937 1100

1936 3199

1939 w

19Uo 140 Average 1939-W 14662



Th* findings of this study as to the productivity value of the State
lands within the two gracing districts of Phillips County were at so great
a variance with the proposed rate that an additional check seemed deein-
ablea Accordingly, the findings of the range survey conducted by the
Agrloultural Adjustment Administration were used* This survey shows a
carrying capacity for the state lands within the district of 16, 701* an-
imal months* Computed at a rental value of 33 cents 52/ per a«4«ai month,
the total rental value of state lands within the district would be over
#3,500*%00 or eight cents per acre which agrees quite closely with the

productivity value (figure 21),

TABLE X1V. COMPARISON OF GRAZING COSTS OS STATE LANDS OF PHILLIPS
COUNTY ACCORDING TO DIFFERENT APPRAISALS 1931 - 19KO INCLUSIVE

»OrigianllRate as 1 Produo- «Grasing i Rate

Grant Lands — 1 Rate 1 Set by 1tivity ,District* AAA
— eper AcreilLegiela-1 per acre* Rate tRange
1 1 ture 1 . *Survey
North Phillips 27,235.92 0.133 0.066 0.116 0,03 0.092
District
South Phillips 67,869.72 0.088  0.01*1* 0.07 0.02855/ 0.08
District

a/ Original rate agreed upon. Subsequent rate offered 0.017. See
text preceding.

Values computed from the soil survey productivity index and from farm
management studies, show a value for the district of over Si*,800 or ap-

proximately seven cents per acre. In view of these findings from two

80/ Saunderson, M. H., Sosm M aterials Relating to Livestock and Land
Valuation, Montana Agricultural Experiment Station, MLneo.



Cost of Owning Grazing Land

AAA Survey Computed at 33 cents per Animal Month
Value According to Grazing D istrict Lease
Productivity According to Soil Survey

Rate of .Rental as Set by Legislature cf 1933

Rate of Rental per Acre Prlior to 1933

12 1k 16 18 20
Cents Per Acre

Figure 22.—Grazing Costs of Privately Owned Land in South Phillips County Grazing
District as Compared to State Land Rentals under Different Appraisals
19Uo



entirely independent end reliable eouroee, it seams that group pressure
must share the responsibility for reducing rentals to so unreasonable a

basis.

A Two Price System

Many a merchant has been discredited in an attempt to maintain a two
price system, one for hie customers and the other for his frledns. Juot
as the merchant encountered dissatisfaction and distrust, so will the
State Board of Land Commissioners encounter the same as long as it maintains
one rental for gracing districts and another for the individual rancher
leasing lands within the district.

Lease 27752 in the files of the State Land Office provides an example
of the difficulties that are being encountered. The correspondence filed
with the lease shows the "Jockeying" that was done to secure the individual
lease at a rental rate that was supposedly available only to a gracing
district. As a result of executing this lease at the given rates, the
school fund loses 1535.00 during the term of this lease.

Rental values which are clearly less than earning capacity of the land
have been established for gracing districts. %he additional revenue that
was obtainable by bringing additional land under lease has been completely
nullified by the lower rentals that have been established for all lands
leased to the gracing district.

Section 16, Township north. Range 29 east has paid rentals of
#]%-87during the ten years of this study, an average of #ﬂ:ﬁ-@p*r

year; yet if it becomes available for lease it can be had by a gracing



dietrlot tor only $20.00, aooordlng to the record* of the ~tate Lend O ffioe.
Seetion )6, Township )2 North, Range 33 Bast returned rentals of

411*85 cash, exclusive of one-third of the 19HO bay crop, for the period

1931-W inclusive. This is an annual rental in cash of $1140.50 yet

should it become available for least, it can be leased by a grazing dis-

trict for SliD.OO.

TABLE XV. APPRAISAL RATES PER ACRE OP SELECTED GRAZING

DISTRICTS IN MONTANA
| 1 State 1 Ortginal tProductivityt  Grazing
District « County 1llLand Aorest Appraisal 1 Rate 1 District
1 1 In 1 Per Aore t Per Acre iRate Per Aore
1 1 District# (cents) 1 (cents) 1 (oonts)
Mixpah-

Puaplrtn Custer 5.760 6.25 5.2 3.13
Indian

Butte Fergus 13.520 7 5.6 2.6
Buggy-

Creek Valley 63.218 9.3 9.3 3.U
Bad Land Valley 142,867 10 5«U |
Willow

Creek Valley 8,200 10.1* 8.7 2.0
North

Phillips Phillips 27,236 13 11.6 3
South v

Phillips Phillips 67.870 9 7 20

Unsigned lease is made out for this amountl however, if
present proposal of the association is accepted this figure will be chang-
ed to 1.7 cents per acre.

Table XV shows that the low rentals enjoyed by the Phillips County

districts are not confined to those districts alone.

The other districts
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taken from counties studied, reveal a Boamehat similar situation.

A Comparison of Amvfcals 5£/

Indian Lands

Montana lias six Indian Reservations in the Great Plains area of the
State. They are quite widely scattered (see Figure 22) and, in general,
should have gracing conditions more or less similar to the counties which

have been studied.

TABLE XVI. ACREAGE LEASED AND RENTAL OBTAINED

BY MONTANA INDIAN AGENCIES, 1914
. |
Agency 1 Acreage 1 Avo. Rate Per
1 1
Fort Belknap 567.990.00 .06
Fort Peck 529,291.00 . 062)4
1.095.651.00 1140
Blaokfeet 920,115.00 15
Tmgue River j402,952.00 12
Rooky Boy’s 10,700.00 .075
3.526,699.00 12

Xt will be seen from Table XVX that the combined Indian Agencies
actually have more gracing land under lease (3,526,699.00 acres) than the
Department of State Land and Investment# (3,L37,272.00 acres) and that
they obtain an average rental value of 12 cents as compared to 5.U cents,
er 2.2 times mere than the rental obtained by the State, Some contend
that the Indian lands have higher carrying capacity. Thie is a moot

guestion and, in the absence of a range survey, no satisfactory answers
81/"Gorrosporidenos on file from IndTaui Agencies and Counties.



~99-
®an given* However, It le doubtful If Indian lands are worth on an
average more than twice as muoh as state lands.

The Fort Belknap Agency, lying adjacent to Phillips County, leased
out during the 19141 season, over one-half million acres at an average of
eight cents per acre, as compared to less than three cents paid by gracing
associations in Phillips County. This Agency has raised its rentals to a
minimum of 12 cents per acre for the current season. Appendix v.

The Port Peek Agency is contiguous to Valley county. This agency
rents more than one-half million acres at an average of .0625 per acre,
*611* the Buggy Creek Association in Valley County leases a little more
than 63,000 acres of state land for cents per acre. The Bad T”nd
Association leases over 142,000 acres at one cent per acres the Willlow Creefc
6,200 at 2.8 centss and the North Valley, a little more than 10,000 at 2.92
cents per acre.

Becky Boy's Agency leases 10,700 acres at rental's ranging from five
to ten cents per acre. The Blaokfeet Agency obtains 15 cents for tribal
lands while the Tongue Biver and Crow Agencies lease for 12 and 114.8
cents, respectively. The Crow Agency has approximately 30 per cent as
much land leased out for gracing as does the State of Montana, and gets

almost three times (2.710 as much per acre.

Comity Lands
In comparing the rentals of state lands with tax deed land acquired
by the counties, it must be kept in mind that state lands are distributed

on a regular pattern and have as much opportunity to secure good land as to
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eeoure the poorer land, eWLle as a general rule, it is the poorer and less
desirable land that reverts to the county by way of tax deed. It would
then be expected that state lands would average higher in lease value than
county lands.

Valley County leases 31,000 acres to the North Valley Cooperative
Gracing Association at four cents per acre while the State leases
10, 1468.32 acres, scattered throughout the district for an average of 2.92
cents. For smaller tracts. Valley County receives 6.5 cents as compared
to a productivity value for gracing lands in the county of 8.5 cents.

Fergus County permits the lessee to select lands at a rental of five
cents per acre and charges four cents per acre to a gracing district when
all unleased lands within the district are leased by the Association. The
Indian Butte Cooperative Gracing Association in that county pays an
average of 2.6 cents to the State for 13,520 acres. The average producti-
vity rental value of gracing lands within the county is 7*5 cents.

Custer County has established the following rates for leases on county

owned land.
Rate per year
Per Section
Less than one section, at the rate of # kOO0
One to three sections, " 30.00
Four or more sections, " " " " 25.00

The NlcpahmPumpkin Cooperative Gracing Association leases nine sections
of state land at $20.00 per section while the average productivity of grac-
ing lands within the county is seven cents per acre or <~U.80 per section.

Phillips County alone, among all counties studied, seems not to be

able to lease its lands to any better advantage than the State. A total of
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510,000 acres of Phillips County tax deed land leasee for three cents per
sere which approximates very closely the rate paid by the two grazing
associations to the State, The productivity rental value for the County
averages about eight cents per acre,

Chouteau County leases approximately 114e000 acres at seven cents per
acre. This average value is higher than that received by any other county
and slightly In excess of the average rental received for state grazing
land* within the county. However, it la approximately only one-half what

the rental value should be according to productivity.

RE&RT VII11. PUUf POH ADMINISTRATION QP STATE LANDS

Need Por Pclloy

la general, the Public Land Policy throughout the nation has been to
get publicly-owned lands Into private ownership as rapidly as possible.
This is one of the reasons for the failure to develop a mare adequate
system of managing state owned lands. After more than half a century,
Montana Is administering 98.5 per cent am much acreage as was contained
la the original grant. These fifty-three years have covered a period of
westward expansion, homesteading and land booms. It is unlikely that the
State will again experience such a demand for land. The State is in the
land business to stay and It Is Imperative that a sound policy for the
future administration of this land be formulated as soon as possible. It
has been shown that indecision has characterised the administration of

these lands In the past. The State Board of Lard Commissioners has the
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responsibility of taanaglng this resource in such a nay as to secure the
Maximum revenue for the public treasury compatible with sound land use and

successful agricultural practices.

An Inventory Seeded

The first essential in an Intelligent and successful administration of
any business is a careful inventory of resources. Once this is made, a
plan of management can be formulated. Likewise, the first essential in a
successful administration of state lands is a reliable inventory.

It would seem then that a system of classification based, not upon
present use, but upon some feature more permanent and lasting, should be
the first step. The merits of soil olassifieation based upon the inherent
productivity of the soil have been shown. Using productivity as a basis,
the number of acres of each grade of farm land can be determined, as well
as the ntsaber of acres of each grade of erasing. Lands chiefly valuable
for mineral, gravel, and recreation can also be classified as such.

Svoh an inventory need not be costly or require a great deal of time.
Many agencies have compiled accurate data covering land over a large part
of the State. Aecerial photographs are available for many counties. Range
surveys have been made by men trained and experienced in that work. Soil
survey data have been obtained and mapped by a trained and experienced
force. By no means the least valuable source of existing information that
has been compiled, is that obtained by looal Isuad use planning oonmittees.
Teton and Fergus Counties have found that they can obtain a reliable up-to-

date inventory of all their lands, at comparatively small cost and a
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Kinlanon of field work, by the use of existing recordse

Recent experience has Indloeted that when used for the purpose of base
and area identification, location and picturiaction, aerial photographs
contribute materially to the speed of napping, and to the compilation of
data necessary in land classification. An example of the accuracy of
aerial photographs was demonstrated in an Agricultural Adjustment Adminis-
tration project. Sixteen hundred and forty acres were measured from
photographs, and later were accurately surveyed with tape and transit.
When the figures were compared, it was found that those taken from the
aerial photographs were less than three-tenths of one per cent in

error. SS/

Determination Qf Policy

Ctaco in possession of basic data pertaining to the state lands, it
should be possible for the State Board of Land Coeiniseionera or any other
agency to formulate a sound program of management. For example, a special
advisory committee appointed by the Governor, and composed of a stockman,
a farmer, an educator, an economist, and a range management specialist
could render a useful service to the State in formulating a policy for
future administration. Sueh an advisory committee would be only temporary
and serve just long enough to complete a study. It should determine the
relative advantages of selling or leasing. Perhaps, a part of the land
should be sold so as to maintain a proper balance between real estate and
the store liquid investments. A policy of one administration’s favoring

82/ Ahrens, 1. P., The Utilisation of Aerial Photographs in Mapping and
Studying Land Features, Land Use Planning Publication Bumbor 6,



sale and the next favoring learning is apt to lead to a situation where the
policy is out of step with the Interests of the State.

Five million acres or more in widely scattered tracts of land pre-
sents a real problem in efficient management. A study might reveal that
3.000,000 acres would be all of the land that should be administered and
that efforts should be made to reduce the holdings of State lands to that

amount.

Mortgage Land Policy

Approximately sixty years will be required to reimburse the State
Sehool Fund for the outstanding mortgage indebtedness if the rate of re-
payment of the past ten years prevails. That is, assuming that all of the
mortgage lands will sell. Mo doubt a portion of these lands oan be sold,
some because they are worth the price in their physical productivity, others
because they oan be included advantageously with other holdings. However,
there will still remain a large acreage, which under ordinary circumstances
cannot be sold.

Are the schools of the State to wait upon an event which in all prob-
ability will never occur?

Here again, is work for an advisory committee. The acreage on which
there la a possibility of finding a market within the next few years should
be segregated from that on which the possibilities of paying out are more
remote. The School Fund should then be reimbursed for the unsaleable
lands. The average return on all state owned investments acquired during

the year ending June 30, 19KQ, was slightly more than three per cent, while
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the funds tied up In moi-tgmge lands return, anoerding to law, only two per
cent. Assuming that one-half of the land, or approximately @2,000,000
worth, is classed as not readily saleable, the school fund would then be

reimbursed and profit by one per cent or @20,000 per year.

More Responsibility For Fieldmen

Alsaiet without exception, the past Commissioners of State Lands and
Investments have recommended a larger field force for more efficient handl-
ing of state land resources. According to the most recent ~/information,
there were more than @1*,000,000 in outstanding farm loans; more than 6,600
farm leases, of which 1,615 were crop-sharej 109 oil and gas leases* in
all, more than 5.000,000 acres to administer. Yet, this imaanse business
is conducted almost wholly through correspondence. "Qnquestionably, con-
siderable financial Irases have resulted from the laok of fieldanen",
according to Mr. I. M. Brandjord, former Commissioner. 2k/

Fieldmen should be selected on the basis of their training and quali-
fications for the position rather than upon their party affiliations.
These men should be well distributed about the State and given year around
employmente

Forest lands comprise a considerable portion of the western part of
Montana, so that the remaining farm and gracing lands could no doubt be

efficiently administered from the State Land Office. The Great Plains

83/ Biennial Report, Commissioner of State lands and Investments,
w

Qij,/ Biennial Report, Commissioner of State Lands and Investments,
1932. page 8-9.



region, oaoprising approximately two-thirds of the State, is entitled to
some consideration. It is unfair and discriminatory to residents of this
part of the State to ask them to sake the trip to Helena to transact their
land business# Mr. Brandjord says*
"Experience has abundantly demonstrated that we

cannot always render satisfactory service to prospec-

tive lessees through correspondence alone. The infor-

mation as to what lands are available for leasing, the

amount of rentals and the terms and conditions on which

the lands may be leased, should be more easily avail-

able,”™ 85/

Fieldmen night well be located at such centers as Wolf Point, Chester,
Miles City, Big Timber and Lewistown. At suoh widely scattered points
they would be available to give information on leases and sales. They
could contact prospective lessees and oould be instrumental in bringing
considerable additional acreage under lease. They could be especially

effective in making collections in the fall, checking on crop-share leases,

and getting land under lease before operation# start in the spring.

Consolidation Of ilcldings
According to the original pattern of distribution, Montana should own
sections 16 and 36 in every township in the state. However, squatters,
homesteaders, Indian Reservations and other agencies have broken the uni-
formity of the pattern. Lieu landa were selected, parts of sections sold,
mortgage landa acquired, so that today the state land holdings are widely
scattered in tracts of varying sises. The State has few alternatives in

the leasing or sale of its lands. It is usually a lessee's market. '"Some

8%/ Biennial Report. Commissioner of State Lands and Investments, 1930,
page TE.
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prlvate range can be need effectively without supplementary public range
bnt little public range can be used without supplementary private range." 86/
Very few tracts of state land can be considered an economic unit in
selvea and consequently must be leased to some one to supplement existing
units. If many of these tracts eould be consolidated into units of con-
siderably larger acreage, the opportunities for leasing would, no doubt,
be greater. Legal provisions for the accomplishment of this step are al-
ready available. —Z/* The State Board of Land Commiasloners is empowered
to exchange lands with the "United States or any department thereof”
provided that the State of Montana shall "receive lands of equal area and
not inferior in value™.
The State of Wyoeelng has worked toward a consolidation of its lands
and according to dinifrod S. Kiensls, Deputy Commissioner of lhiblio
and Farm Loans, the practice has resulted in bringing a greater acreage
under lease. He writesi
... WAk have consolidated our land into units
that we have felt were large enough to keep them
from being vacant. In some cases, we have, with
the consent of the lessee, traded Isolated forty
and eighty more tracts for lands adjoining our
State lands. While we can never, in all probabili-
ty, have every acre leased, we have reduced our
vacant acreage from 380,015.38 acres as of Septemb-
er 30, 1938 to 193*061**Ib sores as of September
30, 19W)* This reduction in vacant lands is due,

we feel, mainly to our adherence to the policy of
consolidation into larger units. Our difficulties

86/ Clawson, Marion, The Admnistration of Federal Sange Lands, Quart-
erly Journal of Economics, Vol. LIIl, May, 1939.

87/ Bevised Codes of Montana, 1935» Chapter 160, Section 1905.19.
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In the policy have been few and easily adjusted,
and our lessees are well pleased to be able to
secure solid workable units in preference to
scattered forty and eighty acre tracts.” 88/
The state lands in Montana are in larger tracts than those mentioned
and yet considerable advantage could accrue to the State by consolidating

acreage wherever possible.

Prompt Cancellation Of Leases

As already indicated, leases that are made in March and April will
return 100 per cent of their value while for each succeeding month, the
rentals will be increasingly less. It has also been shown that land not
leased before the beginning of spring operations has slight chance of being
leased for that year. Accordingly, if state lands are to return their
naaclMua revenue they must be kept leased. Pieldmen working throughout the
winter could determine to quite an extent just what leases were going to
be relinquished and find new lessees before spring. |If that procedure
were followed, it would reduce the amount of rentals now lost because of
failure to !mediately make available to new lessees, leases that have been
dropped. However, if proper diligence In this respect does not accomplish
the desired result, it would seem advisable to set the date of delinquency
ahead from February 20, possibly as much as two months, so that a longer
period of time would be available to get all lands under lease before spring

operations.

O ffice Procedure

The Land O ffice card as illustrated in Appendix li is the most

00/ Letter dated April 1), 19/72.
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frequently consulted office record. It provides mwealth of information
pertaining to the section in question cnee the location of the tract is
determined. Inquiry as to the John Jcraes lease is countered with a ques-
tion such as wHhat is the description of his landT™w |If the description is
not readily available, it is then a problem of searching the lease books
until some clue is obtained as to the lease number or description before
any inquiry can be answered. Should the inquirer give the legal descrip-
tion, the card may not be in the file, as sometime* happens, then it again
becomes a ease of cheeking for the name under which the land is leased.

It quite frequently happens that a lessee will send his remittance in
payment for hie lease in the form of a check or bank draft with nothing to
indicate hie lease number or even hie post office. Sometimes the postmark
serves as a guide, other times, it is no help whatever. This means that
the cashier must go through the Index of each of the current lease books
until the lease number is found. Under the five year leases of the past,
that might necessitate searching as many as five books* under the ten year
leases new being written, it might necessitate searching ten years* records,
for a lease is recorded only on the date on which it is filed. This pro-
cedure is not only time consuming, but it causes needless wear and tear on
the costly lease books.

It would seem that a card index system of names of lessees would be a
valuable addition to the files of the office. Such a card would provide
spaces for recording the lease numbers. Viihen a lease is filed, a card
would be made on which is recorded the lease number. When the lease

expires or is cancelled, a line is drawn through the number and the new
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BiodEMir recorded. Suoh a system would have the following advantagest
I,- It would provide a convenient record of lessees*

2*- 1t would provide a two way Index, furnishing In-
guirers names as well as descriptions.

It would save wear and tear on costly lease books.
4.- 1t would be more convenient for the cashier to
determine and identify remittances without having
to search several books.
5.- Qnoe a card was made it would serve for many years.
Suoh a card file would have been convenient in the past for five year

leases. It will be almost a necessity in the future for the 10 year leases

now being written.

An Unquestionable Record Is Desirable

After land appraisals have been established at considerable expense
and formally approved by the State Board of Land Carolseionere, they are
entered in pencil upon the official cards. These cards are the most fre-
guently consulted records and are those from which lease and sales values
are determined. In some oases when a new appraisal le entered, the older
entries are not erased. Aside from the possibility of having appraisals
changed indiscriminately, there is also some confusion as to which is the
current official appraisal.

It would seem desirable to have all appraisals entered with an of-
ficial stamp on which the date of approval by the board is indicated.
Such a procedure would eliminate any question as to the authenticity of

the appraisal.
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Tho Merit Systra

Ae citlsens of the State, we elect a chief executive to administer
the affaire of State. We pay for sound judgement and executive ability,
yet through our "spoils" system demand much of our executive*e time and
energy in interviewing and appointing personnel for very minor positions.
Hot only do we hamper him in hie efforts to give us a sound constructive
administration, but we disrupt the routine and efficiency of many depart-
ments and offices,

A sound civil service or merit system should be inaugurated whose
function it would be to set up standards for the different positions, ex-
amine applicants, and certify them to the chief executive when vacancies
occur. Hot only are the people who render efficient and conscientious
service entitled to security of tenure, but such security is necessary to
protect employees against political interference.

It seems partloularlly desirable that standards of education and train-
ing be established and that the men who are entrusted with evaluating state
lands be examined as to their qualifications. A chain is no stronger than
its weakest link. Ho matter how conscientious and efficient the adminis-
trative officers and personnel of the State Land Office may be, if their
records are based on faulty and irresponsible appraisals, their efficiency
is all for naught.

The men who are entrusted with this work should have a knowledge of
soils, botany, range management and surveying. They should be able to
meet the public, represent the State in a creditable manner, and be agile

enough to carry on their duties under any circumstances.
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A Sliding Soala Qf Hentala

Aa the State of Montsma grows older In years, there has came a realisa-
tion ef the erratic nature of the olimate of the Great Plsdns area. Out
of this realisation have ocaao adapted drought resistant strains of plant
life, adapted machinery and of more recent years, adapted credit. This
adaption has emerged from a purely climatic aspect to encompass the econ-
omic aspect as well,

PCrity payments and crop insurance of the Agricultural Adjustiaent Ad-
ministration are indications of the trend, as sure Social Security and old-
age benefits of our social program. Ageneles extending intermediate and
long-term credit have, of recent years, shown a disposition to lighten
payments during periods of economic stress and drougth years. However,in
so doing, they expect that payments will be equalised during more prosper-
ous times.

If the State Board of Land Coasaiaeioners had been empowered to reduce
rentals during the economic depression of 1932, the problem of erasing
rates on state lands would never have been taken before the legislature.
Obviously, if they were empowered to reduce rentals during economic depres-
sions they should be empowered to raise them during times of comparative
prosperity in order to maintain a fair average rental. However, the matter
of making adjustments on a sliding scale oould not be left entirely to the
discretion of the Board. They would be subjected to constant pressure by
groups seeking to further their own interests. There must be some indicat-
or, less subject to change than mere public opinion or the opinion of any

group.
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Lambe, wool and cattle are the principal source of income of stock-
wen who use the state lands of Montana. Aa index figure of these combined
commodities could be determined for some period considered normal. This
combined index figure could be used as a base price upon which to base
calculations for future adjustments. A fluctuation of perhaps 20 per cent
either above or below this index might be considered normal and any change
would have to be greater than this before a change in gracing rentals would
be permitted.

Let us suppose that the Federal Agricultural Statistician in Uelemi
kept such an index. |If the index number dropped more than 20 per cent
below the base figure and remained there for the greater part of the year,
the State Board of Land Commissioners would be empowered to reduce rentals
for the succeeding year and continue the reductions in effect until the
index figure ease back into line again. Likewise, they would be empowered
to increase rentals when the index of these three commodities reached a
point 20 per cent above the base.

It must be recognised that high prices alone do not mean prosperity
if costs are high compared to receipts. The prices of sheep, wool and
cattle soared to great heights in 1919-20, but along with these prices went
unprecedented feed and wage costs. Any index number, to be really accurate,
would have to be weighted with such oost items.

This type of sliding scale has possibilities of serving a very useful
purpose. Legal obstacles would have to be overcome but such a plan is
deserving of careful consideration in the formulation of a sound policy

for the administration of state lands in Montana.



APPEHDU 1.- FEDBHAL laud GHAHTS TO THE STATE CF MOBTAHA

PUBLIC SCHOOL GBANT (See. 10 of BMhHne Act)

This grant embraces sections 16 and 36
of each township of the state outside
permanent national reservations, and
makes provision for selecting lieu lands
for such of these sections that have
been lost to the state.

Total grant about

STATE UBIVEHSITT OBANTS

Section lit of Enabling Aet grants

seventy-two sections, to be sold for

not less than $10 per acre, the proceeds

to constitute a permanent fund, "the

income thereof to be used exclusively

for university purposesi” total grant 116,080

The Aet of Congress approved March 9,

190U, (33 Stat. 611) grants the south

half and the south half of the north

half of Sec. 26, Twp. 13 H, of Rge.

19 W. adjoining the original campus

"for university purposesl” 1180

The Aot of Congress of March 3» 1905#

(33 State L. 1080) grants 160 acres for

a biological station; this land has been
selected on Blue Bay on the Flathead

Lake. 160

Total

5,188,000

16,720
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See. 16 of Enabling Aet Grants
(This is really the Merrill Grant

made applicable to Montana)

See. 17 of Enabling Aot makes an

additional grant of

Total

STATE SCHOOL OF IIHES

Seo. 17 Enabling Aot

STATE NORVAL SCHOOLS

See. 17 Enabling Aot

HBFOHM SCHOOL

See. 17 Enabling Aot

DEAF AHD DUVB ASYLUM

See. 17 Enabling Aot

PUBLIC BUILDINGS AT THE STATE CAPITOL

See. 12 Enabling Aot

See. 17 Enabling Aot

Total

Total of all grants

90,000
50,000
110,000
100,000
100,000
50,000
50,000
52,000
150,000
182,000
5,856.720



116

APPENDIX 1X. CROSS INCOVE AND OPERATING COSTS OF MONTANA
DRY FARM LANDS, 600 ACRE UNITS

Alternate Summer-fallow Crop System

13 bu. 16 bu. 19 bu
Gross income per crop acre.
#.70 per bu. #9.10 #11.20 #13.30
Operating costs per acre.

Hired labor .10 .10 .10
Gasoline at #.16 per gal. 1.08 1.08 1.08
Oil ft .20 per quart .20 .20 .20
Repairs on equipment .66 .66 .66
Taxes on equipment .10 .10 .10
Hauling fuel and supplies .56 .56 .56
Farmer’s errands .29 .29 .29
Seed per acre .70 .70 .70
Hauling grain .65 .80 95
Miscellaneous .25 .25 .25
Depreo. on equipment 1.55 1.53 1.53
Interest on Machinery .Uo .Uo .Uo
Taxes on land (2 years)* .20 .50 .80

Operations labor income
#600 * 300 acres 2.00 2.00 2.00
Total cost per acre (2 years) 8.62 9.07 9.52
Net income to land (2 years) W 2.13 3.61
Met income to land (each year) 2U 1.06 1.80

« Approximate based on 60 mills (approximate state average) On a taxable
valuation based on the above productivity valuations.
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APPEHDIX v

Hatee

Adwertleemeat Movawber 19Ul» Awerlean Cattle Producer
Sale of Graelag Prlwllegea

Sealed propoeale for graelag privileges on approximately ])]@,GHD

acres of graelag lands of the Port Belknap Indian Reservation, under the
permit plan mill be received at the office of the Superintendent until
ZtOO PeMe on December I, IXd for the three year period commencing May I,
19P and expiring April 3), DS«

Graslng lands consist of eighteen well grassed unite varying from
10,000 to 30,000 acres with carrying capacities of 1(00 to 2,000 oow units
year-long, ratio of cattle to sheep is one to four. Proposed to award
privileges to highest bidder. Minimum rental is 12 cents per acre.
Please communicate with Superintendent for copies of advertisement, des-

cription of ranges, maps, and all other information.

Port Belknap Indian Reservation
Harlem
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