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CAUSES OF THE INTERNATIONAL DEPRESSION 
OF AGRICULTURE 

MAX SERING 
0EUTSCHES FORSCHUNGSINSTITUT FUR AGRAR- UNO SIEDLUNGSWESEN, 

BERLIN, GERMANY 

SINCE THE world has been spanned by railroads and steamship 
lines, prices for the staple products of agriculture are set by 

the exchange between the industrial countries of western and 
middle Europe and the extended and more sparsely populated 
countries which have an abundance of the produce of the soil. 
Into this limited European area, not larger than a quarter of the 
United States, 230 million people are crowded together. It is a 
concentration comparable to the city in the midst of the isolated 
state of Johann Heinrich v. Thunen. Within these inner circles, 
prices for agricultural products attain their highest level, only to 
decline as the outskirts of European settlement are approached 
either in the west or in the east. A general and similar decline 
exists for agricultural soil, private and public charges on the land, 
supply of labour and, disregarding abnormalities since the peace 
of Versailles, in the supply of capital. Consequently there is a 
difference in the degree of intensity with which agricultural pro­
duction is carried on as well as in the costs of producing a bushel 
of wheat or a pound of meat. 

Over a long period of time, agricultural prices tended, according 
to the law of diminishing returns, to run ahead of industrial prices, 
or at least to keep pace with them (England 1850-1875). Since 
the establishment of world communication, two periods of agri­
cultural price depressions have appeared which opened the price 

. scissors in the opposite direction, disrupting the equilibrium be­
tween different agricultural areas and between city and country 
and endangering the economic existence of large groups of farmers. 

THE AGRICULTURAL DEPRESSION OF 1875-95 

The first great price crisis lasted from 1875 till the end of the 
19th century; the second began in 1920 and still holds us in its 
grip. The first one restricted itself mainly to grain production and 
was caused by the greatest colonisation movement of all time-the 
taking into possession by the white man of the larger part of the 
temperate zone. In this the United States led. 



20 MAX SERING 

I can safely assume that the particulars of this movement are 
known to everyone present. Nevertheless, it does not appear su­
perfluous to investigate the final causes of that depression. I do 
not agree with the views expressed by Faulkrier and Studensky, 
when they attempted to find the basic reason for the critical price 
decline in the mechanisation of American agriculture, and the 
splendid development of transportation facilities. The pioneering 
inventions which transferred human labour to the work machine 
and the draught animal had already been introduced and tried 
out in the eastern United States, England and the progressive parts 
of continental Europe at the time when the great tide of westward 
migration took possession of the prairies in order to change them 
into wheat fields. These settlers were equipped with the multi­
shared plough, the harvesting, threshing and seeding machines, 
the cornplanter and cultivator. The only important improvement 
which took place after 1870 was the change from the harvester to 
the self-binder, which was shortly introduced also into the older 
agricultural regions. It must be admitted that the advantages of 
mechanised agriculture were greater for the extensive one-crop 
system of grain growing than for the more intensive systems of 
mixed farming. 
· During the last thirty years of the 19th century, the costs of 
transporting a bushel of wheat from the most distant North 
American new-lands to European ports were lowered by about 40 
cents per bushel. This lowering of transport charges benefited in 
a large measure the European consumer, because the producers 
were crowding each other on the market. 

Had the lowering of the costs of producing and transporting 
wheat in the Far West, been the deciding cause for the crisis, the 
crisis would have been restricted to agriculture in the inner and 
middle circles. But it was not long before it spread also to the 
exporting regions. The role which farm machinery and trans­
portation facilities played in the world economy cannot be under­
stood by a consideration which sees things under static conditions, 
and overlooks the highly dynamic nature of economy in the colonial 
period. Mechanisation of agriculture and improved transporta­
tion facilities were strong instruments for accelerating the expan­
sion of the cultivated area. But the basic cause of this movement 
was non-economic in character. 

The Homestead Act of 1862 brought happy tidings. Free land 
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would be distributed; free land which would permit the settler to 
support himself and his family with the assistance of a horse­
team and machinery. This attracted many millions from the 
northern European countries, chiefly Germans and Scandinavians, 
into the western prairie-regions. Imbued with the ideal of true 
freedom, these immigrants joined the even larger number of con­
sanguineous settlers coming from the eastern states. These people 
laid the agricultural foundation for a democratic state which de­
veloped, in the course of a few decades, into the mightiest nation 
in the world. 

The grain competition was a result of this world historic de­
velopment. The overwhelming momentum which this westward 
movement gathered was blind to any consideration of market re­
quirements. That is the reason why the spectre of agricultural 
competition so suddenly appeared to the frightened agriculturalists 
of western Europe. But behind this spectre one sensed the strong 
spiritual and moral forces which were liberated by the land policy 
of the United States. It belongs to one of my most cherished 
memories when I think of the opportunity I had 47 and 3 7 
years ago, to witness with my own eyes this impressive spectacle 
of human creative energy at work. In my reports I was able to 
point out that not only. were natural advantages the cause of the 
great strides made in the development, but that it was also a 
question of individual and political achievements. I also voiced 
the opinion that thanks to these qualities a short period of artificial 
protection could safely give way to a situation in which the exer­
tion of the nation would make it able to hold its own in free com­
petition. I could console my countrymen with the assurance that 
since physical labour in America had, for the first time since the 
existence of Christian civilization, attained such an honoured 
place in the esteem of society, the farmer's high standard of living 
would prevent the prices from reaching too low a level. When 
the over rapid expansion in production brought about a price 
collapse in the first half of the eighties we noticed a slowing up of 
the colonisation movement and a consequent standstill in the 
process of taking new land under cultivation. The crisis would 
have been warded off at this time, had not paper currency mani­
pulations, burdens of taxation and usury which rested upon the 
Russian peasant and the Italian tenant farmer in the Argentines 
permitted the traders to obtain wheat under conditions which 
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brought the prices down to their lowest point in the course of 
the nineties (in England 40 per cent of the average price of 1850-
1875). . 

This crisis came to an end with the 19th century, at the time 
when the free lands, in the better parts of the United States, had 
been settled and the United States entered the period of transition 
from an agricultural to an industrial country of first magnitude. 

The progress of colonisation in Canada, Australia, and the Ar­
gentine, was much slower. None of these countries offered to 
willing but poor settlers the same natural and social opportunities 
to gain independence and prosperity as had been done by the 
United States. On this account, agricultural prices again tended 
in the same direction from 1895 to 1914, as was the case pre­
vious to 1875. Agricultural prices rose more rapidly than in­
dustrial prices. The price scissors closed in order to open again 
in favour of the farmers. Grain growing, even in the inner zones, 
again became profitable. 

There was one advantage the farmer had during the entire 
period of the crisis, namely that the development in the new lands 
was accompanied by an equal development of industry not only in 
the eastern American states, but also in middle and western Europe. 
Such a development was furthered by the precept, "Right of way to 
the most efficient", adhered to in internal as well as in foreign 
policies. For the protection of special national internsts no sharper 
methods were employed than protective tariffs, which, although 
correcting free price movements were yet unable to inter£ ere with 
the purchasing power of the nations participating in world trade. 
Not only was the lack of adequate transportation facilities re­
sponsible for the prices of meat and other high-grade foodstuffs 
remaining at a high level, but the strengthened purchasing power 
of the importing countries was also an important factor. 

The war conducted by the world against. the nations of central 
Europe interrupted this development. At its close, the work of 
reconstructing the shattered and intricate system of world economy 
had to be carried otit under totally altered conditions. 

First, the sources of the food and feed supplies of the European 
market had shifted from eastern Europe to overseas. 

Second, there was a shift in the distribution of capital wealth 
from western Europe to the new countries. The latter were able, 
during the war, to pay off the debts to Europe by supplying the 
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combatants with war supplies. The final accounting showed the 
western powers heavily in debt to the United States. 

The period after the Armistice of November, 1918, to the pres­
ent, divides itself into two distinct periods of six years each. Both 
these periods were under the influence of non-economic occurrences. 
Both periods closed with a serious agricultural crisis. The second 
agricultural crisis soon changed into a general economic depression. 

THE AGRICULTURAL DEPRESSION FOLLOWING THE WORLD WAR 

The six-year period, 1918-24 

When the settlement of the North American West came to an 
end, Russia and the Danube countries became the chief granaries 
of industrial Europe. These sources of grain were eliminated by 
the World War. The agrarian revolution in Russia and eastern 
Europe was responsible for their continued elimination. This 
was the greatest of all agrarian revolutions and destroyed the 
mainstay_s of eastern European export production by turning Russia 
as well as most of the eastern buff er-states into a domain of the 
inefficient small peasant. Through great extensions of their crop 
area, the United States and Canada were able to make up for the 
shortage which occurred after the elimination of eastern Europe 
during the war. At the same time, the southern parts of the 
southern hemisphere became the purveyors for meat and dairy 
products to the allies and their armies. Both these developments 
were due to the impulse of doubled prices. A rising market ten­
dency lasted until 1920, to be followed by a sudden collapse. 
Prices for grain and meat, however, sank far lower than those 
for industrial goods. The price scissors again opened up in the 
wrong direction. The crisis commenced in the United States only 
to extend itself to all grain and meat producing countries. What 
was the cause of the sudden decline in prices? 

Some see the chief reason in the deflation policies inaµgurated 
by the United States, followed later by other leading states. This 
policy was intended to raise and to stabilise the purchasing power 
of money by curtailing bank credit and raising taxes in order to 
redeem the large quantities of representative currency in circula­
tion. Professor Warren and Professor Pearson have portrayed in 
a most enlightening manner the reasons why changes in monetary 
standards and consequent alterations in prices have a more serious 
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effect upon the farmer than upon the industrial producer or 
labourer. Farming, which bases its production on biological 
phenomena and is a collection of millions of small producing 
units, is unable to adjust itself with the same alacrity to changed 
market conditions as industry. The American farmer had only a 
small part in the rising tendency which benefited industry after 
1922. Similar observations could be made a year later, when in 
the fall of 1923, Germany terminated a period of inflation un­
paralled in history. 

In each case the process of deflation and stabilisation was re­
stricted to the individual economic structure within the national 
boundary, and affected only indirectly world trade. On the world 
market, war business came to an end at the time when the American 
government suspended credits to the allies and the latter showed 
their inability to purchase with their own means the expensive 
American agricultural products. Their export industry was unable 
to provide the necessary equivalents. 

By the collapse of the monetary systems in many countries par­
ticipating in world trade, it became more than ever apparent that 
price relations in the exchange of industrial for agricultural pro­
ducts on the world market were entirely subject to the laws of 
supply and demand for goods. 

From 1909-13 to 1921-23, the wheat production of eastern 
Europe and India declined 14.6 million tons. At the same time 
the total increase of wheat production in North America, the 
Argentine, and Australia amounted to only 10.9 million tons. 
Neither could an adequate substitute be found for the missing 
Russian barley export. Only the corn shortage arising in the Dan­
ube countries could be met through the supplies from the huge 
corn-growing regions of the United States. Argentine meat was 
not able for a number of years to fully compensate for the depleted 
stock of European herds caused by the war. 

It is impossible, therefore, to find the cause of decline in prices 
of grain and cattle which took place between 1920 and 1923-24 
on the side of supply; obviously it had to be found on the side of 
demand. The well-being of the industrialised importing countries 
had been destroyed and their purchasing power diminished. With 
a fixed supply, the unalterable truth of the economic law prevails, 
namely, that the price for the entire stock is set by the indispensable 
ultimate buyer. 
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Of all the nations depending upon agricultural imports, Ger­
many was in the worst situation. The war exhausted the fields, 
reduced the herds and wore out the production apparatus. Ger­
many lost one-tenth of her population and one-eighth of her 
limited territory, which was a very productive part. It included 
enormous amounts of private property of German subjects. The 
commercial navy, all colonies, cables, and the greatest part of the 
capital invested abroad were taken away. Repeated invasions 
and occupations by enemy troops retarded economic recovery. 
This accounts for the utter collapse of agricultural prices in 1923, 
at the time when French and Belgian troops invaded the Ruhr 
Basin, the largest and richest industrial district of the continent. 
This was done, to use their own words, to safeguard the reparation 
payments by taking for themselves productive securities. Because 
of the invasion, the German economic structure completely col­
lapsed. The purchasing power was destroyed, the gold value of 
export goods fell to about one-half of its pre-war level, real 
wages of skilled labour declined to about one-quarter, and of 
unskilled, to about two-thirds of the pre-war standard. The farm­
ers of the entire world who produced bread and meat for the 
industrial population of Europe participated in this misery. These 
events prove the fact that pauperisation of a great nation brings 
hardship to all other parts of the civilized world. Finally, the 
United States government took a hand in the European turmoil 
by proposing an international conference of experts to ascertain 
"Germany's ability to pay" and solve the problem of the so-called 
German "reparations". 

The Six-Year Period, 1924-30 

The ratification of the Dawes Plan in 1924 and the therein 
contained provisions for the evacuation of the Ruhr Basin, at last 
rerminate4 a war which had a duration of ten years. Throughout 
the world hopes rose again that now the work of peaceful recon­
struction could begin. A spirit of enterprise permeated all 
countries. It was strongest in the United States and, I may say, 
in Germany. Oedits began to flow freely from the United States 
to Europe, especially to Germany. With this stimulant, the rav­
ages of war were obliterated in the course of a few years, industrial 
production was rationalized, and the purchasing power of wages, 
at least in the northern countries and especially in Germany, was 
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raised to the pre-war standard. Consequently, agricultural prices 
began to rise. The price scissors which had been opened in the 
wrong direction narrowed or closed; industry supplied agriculture 
with cheaper means of production; and only consumers' goods like 
clothing, shoes, household articles, and building costs remained 
fairly high, because wages constitute a major item. 

No fear was felt for prices being affected adversely by an over­
supply. The price depression of 1920-23 reduced the North Ameri­
can crop area of wheat by one quarter. Neither Australia nor Ar­
gentina was inclined to expand. There was a shortage of suitabk 
immigrants. The recovery of eastern Europe was only gradual. 
On the other hand, good prices were obtained for dairy products, 
eggs, fruit, and vegetables, because the rapidly increasing urban 
population was expending its growing purchasing power for a 
varied and lighter diet. It seemed as though a development similar 
to the one between 1900 and 1914 was about to set in. 

4s we know these expectations did not materialise. In 1926, 
wheat prices began to decline and fell rapidly in 1929 and 1930 
to the level of the last five pre-war years. Feed grains fell still 
further, and finally, quality foodstuffs like butter, cheese and eggs 
suffered a serious decline. 

The cause for the collapse of grain prices is a general topic 
of conversation. Everywhere one hears of the astonishing lower­
ing of production costs due to the introduction of the tractor and 
the combine. When on American soil I speak about the signifi­
cant and extended effect of this technical revolution, I do so only 
with the intention of broaching a topic whose discussion will be 
exceedingly instructive to the European guests. The combine as 
well as the method of dry farming originated on the driest of all 
continents-Australia. As early as 1883, I saw and described 
gigantic combined headers and threshers on bonanza farms in 
California. The attempt to use smaller models east of the Rocky 
Mountains, seems to have been carried through due t6 the misery, 
which followed the high war prices, of the thousands of .farmers 
who had penetrated into the semi-arid regions. But I see as the 
real reason, the pioneering spirit which continues to be strong 
following the economic conquest of this continent. Therefore, in 
no country have new inventions wme to such marvelous attainment 
as in the United States. Secondly, this pioneering spirit found a 
new opportunity to express its creative power in the automobile, 
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roads, and new farm implements. It has broadened the field of 
individual power. Everyone has become his own engineer. The 
complete mechanisation of planting. and harvesting, with the 
tractor and combine, has extended the possible range of cultivation 
for the two-man farms to one, two, and even four sections, de­
pending upon the size of the tractor and the combine. In the 
great plains area, the costs of production are so low and the 
profits, under existing prices, were so high that the risk of drought 
could be faced. 

That mechanisation ought to lead to the disappearance of the 
one or two-man operations by substituting the gigantic farm enter­
prises, which can produce still cheaper, does not seem plausible 
to me, because the transition to mixed farming which becomes 
necessary after ten or twenty years of only wheat growing 
would nullify many of the advantages of large-scale operations. 
Apart from purely psychological obstacles, the powers-that-be in 
Soviet Russia seem to have embarked upon an unsound undertaking 
when they forced the small farmers into the giant collectivistic 
farms under uniform management for the· purpose of producing 
cheap bread-grain for the ruling city proletariat as well as for 
the world market. There is no soul in this enterprise. 

The economic significance of motorised farming to the world 
lies in the possibility of exploiting extensive areas for grain produc­
tion which, up to the present, were used as ranches, and of expand­
ing this area without depending upon the influx of new settlers. 
Since 1925, the wheat areas in the semi-arid regions have increased 
by leaps and bounds. The returns are high because the soil has 
not been washed out by rains. But if one considers the large 
surface lying as fallow, the average returns per acre apparently 
are not much above the North American average. It is a decidedly 
extensive agriculture. 

Since the end of the American colonisation period, the centre 
of wheat production had gravitated more and more to Russia, 
Canada, and the La Plata regions. Although similar machinery 
has also been introduced into those countries, the United States 
again has the lead in taking new areas under wheat cultivation. 
Between 1925 and 1929, the increase was 9 million acres, almost 
entirely in the great plains area and the adjoining Mountain re­
gions, as well as to a lesser degree in the Pacific States. The 
contemporary increase in Canada amounted to 4.5, in Australia to 
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4.3, and in Argentina to 1.8 million acres. Although a leading 
industrial country, the United States has again become a wheat 
exporting centre of first magnitude. The wheat exports of the 
United States, however, with her one hundred twenty million in­
habitants, remain lower than in Canada and Argentina. There 
is no doubt that, in contrast to the great events in the last quarter 
of the 19th century, the technical improvements in the regions of 
extensive grain production are to be considered as the basic cause 
of the new pressure on grain prices. 

The exceptionally good harvest of 1928 had dire results for 
the world wheat market, but even an ordinary harvest would have 
been sufficient to crowd supplies and depress prices. We are, 
therefore, faced by real over-production similar to that of the last 
quarter of the 19th century. We cannot doubt the possibility for 
further expansion. The question is simply to find which price 
represents the limit of profitableness. According to the latest 
reports this limit seems to have been reached and if prices con­
tinue to decline, expansion will probably be checked. It is a cer­
tainty that the limit lies very low compared to production costs in 
older cultivated regions. Even the change to a bread diet by the 
many millions in the Far East will not cause a shortage. There 
will, therefore, be continued depression in the prices of grains. I 
need not enter into a description of the dangers which exist for 
those countries not endowed too richly by nature and largely de­
pendent upon their grain production. For a small and thickly­
populated country like Germany, it is a grave situation. But that is 
every country's own business. 

On the whole, the problems to be solved by the countries in the 
inner or middle circles of Thunen are quite obvious. For them it is 
a question of lowering their costs not only for grain but also for 
all other kinds of production with every technical improvement 
at their disposal. The tractor has already found extensive appli­
cation outside of the border lands, although not everywhere to 
the same extent as in the eastern United States. The tractor is 
especially suitable for intensive cultivation because it can fulfill 
many difficult tasks during the rush season better than horses. In 
Germany, experiments are under way to apply the tractor, together 
with a large number of attached field-machines, on the peasant 
farms. Judging by the results, I believe that this method will prove 
successful, and will still preserve the individuality of the average 
farmer. 
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When one considers world economy, one notices that a sharp 
geographical division of labour is in progress. While the border 
lands are mainly employed in producing a world supply of bread­
grain, the older civilized countries are shifting more and more to 
the production of high-grade vegetables, fruit, wine, and the like, 
as well as to the production of finer animal foodstuffs such as 
higher quality meat, milk, dairy products, poultry, and eggs. Some 
of the younger countries are also taking part in supplying high­
grade foodstuffs, as for example, the Argentine with its high-grade 
chilled meat, and grass-growing New Zealand with her dairy prod­
ucts. But the abundance of trained labour gives the older countries 
an advantage which counter-balances the physical advantages of 
new lands. I think of the enormous export of dairy products by 
such small countries as Denmark, Holland, Switzerland, and re­
cently, Finland. 

If the products of quality and high-grade suffer from low prices, 
it would seem at first to be caused by an over-supply, particularly 
in the older countries. In central and western Europe, meadows 
and pastures have quite extensively taken the place of the bread­
grain fields. In the moister regions of North America, large 
t~acts of land are being turned into cattle-feeding areas, thanks 
to the motorisation of agricultural production and the motorisation 
of traffic between country and city. Four million acres of oats 
and 750,000 acres formerly planted with rye, which has become 
superfluous due to prohibition, were planted with barley from 
1925 to 1929. With the same quantity of feed, a greater quantity 
of meat may be produced today because a changed diet has re­
placed the demand for fat hogs and cattle with a demand for 
earlier maturing, well-fed animals. Milk and butter production in 
the older civilized countries has been increased, particularly by the 
introduction of fat and albuminous feeds which are obtained 
from the tropics, and, with its hot summers, from Manchuria. 
This has taken place with the help of the oil plants, the largest 
being in Holland and in Germany. These manufacturing plants 
substituted for the decline of fats, caused by the abandonment of 
the old method of fattening cattle and hogs, by extracting the 
vegetable oils and manufacturing these into margarine, and 
secondly, by supplying the cattle industry with oil cakes. In this 
way they indirectly contributed to increasing butter production. To 
all this may be added the improvements in poultry, eggs, fruit 
and vegetable production. · 
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The factors, however, which caused the drop in prices for meats 
and high-grade foodstuffs were not the same as those which caused 
the decline in prices for grain. The latter came by a supply which 
increased with a falling per capita demand. In the case of high­
grade foodstuffs, the increase in supply was for a long time ac­
companied by a rapidly rising demand, and we must keep in mind 
that the prices for butter and cheese, and therefore even for milk, 
are set on the international market. There is no reason why 
favorable business conditions and rising incomes should not have 
increased the consumption of such finer products enormously. The 
fact that this did not take place, and that even here an over-supply 
set in, was due to the most severe and most extended crisis which 
had ever happened to humanity. According to statistics published 
by the German Statistical Bureau and based upon careful records 
of household expenditures, it is apparent that with a declining 
yearly income and a growing number of children, the consumption 
of meat, meat-products, milk, butter (in particular), cheese, fruits, 
vegetables, and eggs is decreasing, while the consumption of 
margarine rises. It is the same with the consumption of rye in­
stead of wheat bread. 

I cannot agree with the opinion Dr. Ezekiel expressed this after­
noon in his excellent report. Apparently he is thinking of Ameri­
can conditions. But in middle and eastern Europe with about 
300 million inhabitants, the standard of living is very low and de­
mand might be increased, not by two or three, but by one hundred 
or more per cent. In the named statistics there are 6 classes of 
income, rising from $250 (1000 marks) yearly per adult person, 
to $500 and more. In the lowest class, the annual expense for 
butter per person is 22.61 marks, equal to about $5, bui: in the 
highest classes it amounts to 61.55 marks, equal to about $15. 
The consumption of meat and meat products increases in the same 
classes by more than 100 per cent (from 77 .14 to 15 7. 58 marks), 
per adult person. 

From the foregoing we can also see the effect of industrial un­
employment with the resulting lowered incomes of millions 
of workers. In June, 1930, Germany, which has always held the 
lead, was obliged to pay doles to 2Yz millions insured unem­
ployed, and England to 1.9 millions. Together they paid doles to 
4.4 millions, and, including their families, to 9 millions of unem­
ployed. At the present time this number has risen to 10 or 11 
millions. The situation is bad in all the industrial countries, with 
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the single exception of France. The problem of unemployment 
has become the major political question in many countries. As a 
conference of agricultural economists we cannot overlook the uni­
versal economic crisis. 

THE CAUSES OF THE GENERAL INDUSTRIAL CRISIS 

The most universal symptom of the world crisis is the decline 
in the wholesale prices for raw materials on the world market. 
This decline did not, as formerly, take place after a rapid rise 
but, except for copper and petroleum, the prices had been more 
or less stable with a slight declining tendency for some time. 
This difference is based largely upon technical advances. 

The cotton harvests were cheapened by the cotton sled as was 
wool production by the substitution of machines for hand clipping 
and also the transition from the wool production to the wool 
and mutton production. Rayon exerts a pressure upon the textile 
industry. The enormous increase of plantation rubber by scien­
tific methods has lowered prices as has the organisation of the 
Cuban cane sugar industry by American capitalists. For mineral 
extraction, the flotation process and electrolysis brought great 
savings. Just as the tractor and combine were able to cultivate 
profitably areas which hitherto were deemed of little value, so the 
flotation process was responsibJe for the smelting of ore formed y 
considered too poor or too distant to warrant working. The change 
to larger scale exploitation in the steel as well as in the non­
ferrous metal industry has exerted a pressure upon production 
costs. Under the influence of the technical advances, prices dimin­
ished first for agricultural products like cotton and wool. Miner­
als were able to maintain their price level slightly longer, due to 
the control of production by trusts. These concerns were able to 
maintain stable prices despite rising profit~, or, as in the case 
of copper, even to raise them. But just as the Canadian Wheat 
Pool or the valorisation of coffee in Brazil finally collapsed, so 
also did these concerns. They were unable to prevent production 
being increased under the influence of high profits, with the result 
that large stocks had to be disposed of at lowered prices. Like 
grain, prices fell to the level of pre-war times and even lower: 

In the manufacturing industry, rationalisation has also been 
carried out on a large scale, but as yet prices for manufactured 
goods have not followed those of raw materials. This is quite 
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according to the economic rule: Prices for consumers' goods follow 
but slowly either upward or downward prices for raw materials. 
With a rising market the prices of raw materials used for con­
struction and enlargement of plants increase first. Because of the 
lowered interest rates during the period of depression, the situa­
tion is thought opportune for such building investments. This 
creates a greater demand for necessary raw materials and only 
later a demand for consumers' goods. The set back in raw 
material prices comes when the savings deposits no longer suffice 
to finance plant extensions. Consumers' goods again follow only 
slowly, because sufficient unfilled orders are still on hand. Grad­
ually, even these prices decline owing to a drop in demand by 
wage earners in the raw material and producing industries, and, 
as in our case, by the agricultural workers. The tempo gradually 
slows down because the influence of unions and, as in Germany, 
the governmental authority, maintain high wages for the em­
ployed. The tremendous pressure exerted· by unemployment will, 
however, break these resistances. If then, a price reduction fol­
lows which reaches the cost standards of the technically best de­
veloped enterprises, we must attach great significance to that. For 
agriculture, we could expect from this a certain equalisation of 
incomes which tends to do away with the social injustices resulting 
from agricultural returns lagging behind industrial returns. But 
this would also presuppose a reduction of debts because a great 
price reduction means dearer gold and dearer money and leads 
therefore to a great disadvantage and further burdening of all 
those who have contracted long-time loans. In the first place, 
farmers are hit hardest. The same applies to countries with a 
large foreign debt, as is the case with Germany. If all this would 
rake place, one could speak of a definite liquidation of the war. 

A progress in the methods to produce material wealth can by 
no means be considered as a misfortune, and a general over-pro­
duction is not possible. Technical improvements are carried 
through spasmodically and it takes some time until the balance 
between the different parts of production, and between production 
and income, is reached. The alternative periods of prosperity and 
depression are peculiar to the capitalistic system. Longer periods 
of prevailing good profits and quick technical progress alternate 
with shorter periods of depression where the equilibrium is re­
stored under more or less critical conditions. 
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In the United States the economic trend from 1922 to 1929 
was almost a straight line of prosperity which has now been 
broken by a crisis. This was the same as in Europe before the 
war when there were regular cycles of eight to ten or eleven years. 
This gives rise to the belief that the present American crisis, con­
sidered by itself, would soon be overcome. 

But even the United States is not an autonomous body which 
can live an economic life for herself. It is the wealth and surplus 
of her soil which makes her dependent, especially her farmers, on 
international trade, and on the purchasing power of her foremost 
buyer, industrial Europe. 

The depression which is felt in Europe is not only a passing 
disturbance characteristic of the capitalistic system, but rather 
the consequence of the structural changes caused by the war. 

Since the war, a lasting depression has been experienced which 
was only interrupted by very short periods of prosperity. This 
rise was in every case, if not caused by inflation, then brought 
about, at least on the continent, by the influx of foreign loans. 
On the other hand, the European depression became more acute in 
the second half of 1928, when the Americans ceased to extend 
credits because they needed their capital for domestic investments 
and for speculations in stocks. For this purpose, they even at­
tracted foreign capital. 

All the European countries with the exception of France suffer 
from the continued depression. This is exemplified by unemploy­
ment which is not due to market tendencies but whose roots go 
deeper into the very economic structure and is therefore of a 
permanent character. For England, as well as Germany, reliable 
statistics are available. In Germany even during the most favour­
able periods it was not possible to use five to six hundred thousand 
unemployed in the productive processes. To these must be added 
the great army of those who are not covered by unemployment 
insurance but are cared for perpetually by public support. 

According to the German.Minister of Labour, there are at present 
in Germany more than twelve million persons, or 20 per cent of 
the entire population, who receive in different forms financial 
assistance from the government or from the public institutions of 
social insurance. 
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WHY THE DEPRESSION LASTED 

1. Due to the war, capital wealth dwindled as rapidly in west­
ern Europe as it increased in the overseas countries. It must be 
kept in mind that the political indebtedness of 13 European coun­
tries to the United States amounts, with a five per cent interest 
computation, to about six billion dollars of present day value. 
This enormous sum, which does not include the private indebted­
ness, was arrived at after the United States had agreed to generous 
reductions of the original debts. 

2. The ever-increasing barriers to free commerce have to be 
given special consideration. With the creation of the numerous 
new states more than 11 thousand kilometers of customs border 
have been set up. Impelled by a strengthened nationalism, the 
large as well as the small countries are shutting themselves off 
from each other. Everyone wants to sell and no one wants to buy, 
with the result that especially are those persons suffering who 
depend most on an export surplus-the farmers in the newer coun­
tries and the industrialists in the older countries. A gradual de­
velopment has increased the production of coarser manufactures 
in the agricultural countries with a resultant decrease in the out­
put of the staple industrial plants in the industrial countries, es­
pecially in England. The number of unemployed in these 
industries amounted for a number of years from 10 to 20 per 
cent. 

3. The main reason lies in the political tension and antago.nism 
which pervades Eurasia with its one and one-half billion inhabi­
tants. The civil war in China has no end; the emancipation move- . 
ment of the Asiatic races against the rule of the white man is 
gaining intensity and finds an outlet in boycotts and uprisings. 
Particularly British industry suffers from them. 

The Russian economic revolution as well as the national frictions 
within the border states, arbitrarily formed out of a conglomeration 
of antagonistic national elements, bring with them grave economic 
disadvantages especially for Germany, because Germany had al­
ways occupied the first place as an importer. In western and 
central Europe, despite the League of Nations, the Dawes Plan, 
the Locarno, and the Kellogg pacts, severe tension still exists 
in a very distinct manner because of the distinctions made by the 
Treaty of Versailles between victor and vanquished, armed and 
disarmed, states of unlimited and states of limited international 
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rights. This tension is best exemplified by the tremendous sums 
expended on armaments by the victor states and their allies, sums 
which are even higher than before the war. 

Briand's Pan-European Plan was conceived, in his own words, 
as a political scheme, and each political constellation must always 
be directed against a third party. His desire is to consolidate for 
all times the above described political situation. We, on the 
other hand, desire to guarantee Europe's economic progress by 
clearing away the obstructions to sound recovery and thus also 
strengthen Europe's purchasing power for the benefit of the ~ntire 
world. That is why the Briand plan is doomed to fail. 

Of the great European nations, only France enjoys stable and 
favourable economic progress, and has not experienced the world 
wide crisis. French prosperity still continues although her textile 
export industry is affected by the general world depression. France 
is less involved in international trade than the United States, Great 
Britain, and Germany. War damages in France.have been re­
paired. The wealth of France has decidedly increased, due to 
the incorporation into her economic structure of the strongest 
steel-industry on the continent without obligations for compensa­
tion. France has the second largest gold reserves in the world and 
has extended large sums of short-time credit, but did not assist 
to any considerable extent in the reconstruction of Europe through 
the granting of long-time loans for economic investments. 

England, on the contrary, is the greatest creditor-nation. Her 
foreign investments bring a net return, the pre-war value of which 
is as high as in 1913, namely 285 million pounds sterling. Her 
shipping has developed favourably. England is still the center 
of world-trade financing because England still possesses the largest 
volume of trade and most bills of exchange are in sterling. But 
her export trade has by no means increased as rapidly as her 
imports. Between 1913 and 1929, England's trade balance showed 
a deficit which rose from 158 to 382 million pounds sterling. 
Therefore, at times, no capital was available for foreign invest­
ments and those that could be made, flowed to her own dominions. 

Germany has attempted with great exertion to rebuild her eco­
nomic structure after the desperate collapse following the ten 
years' war and a peace which made it the poorest of all industrial 
nations, both in raw-materials and capital. After 1925, a fairly 
quick recovery was made, from the very low level after the war. 
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The exports of Germany increased rather quickly but not as 
rapidly, compared with pre-war, as those of England, France, and 
the United States. The 1929 index-number of the value of ex­
ports for Germany was 134 per cent of the 1913 value; England, 
139; France, 148; and the United States, 211. Compared with 
1925, the 1929 index number of the value of exports for Germany 
was 145; England, 95; France, 88; and the United States, 107. 
Owing to the loss of territory and the consequent lack of raw 
materials and food supplies, imports have risen even more rapidly 
than exports. Since 1928, however, there had been a striking 
change in Germany's balance of trade. The debit balance of 
trade fell from 3 to 4 billion r.m. per year to 1.7 billion r.m., 
and disappeared entirely in 1929. This is accounted for largely 
by the decline in prices for foodstuff's and raw materials and in 
part by the increase in Germany's share of the world's commerce. 
From 1925 to 1928, Germany's share of international trade be­
tween the more important countries rose from 7 .9 to 10.1 per 
cent. In 1913, Germany's share amounted to 12 per cent. Ger­
many has begun the reconstruction of her foreign trade organisa­
tion and thus is regaining her former position. This pertains 
mainly, however, to the trade with industrial Europe amounting 
to 51 per cent of all her exports, whereas the other continents 
find Germany a growing customer, but take little in exchange. 

From these figures we see that even in the best years Germany's 
balance of payments has never left a penny for reparations. With 
unsurpassable clarity, the Dawes commission formulated the state­
ment that reparation payments could in the long run be made 
only out of an export surplus. "Loan operations" (I am quoting), 
"may disguise the position or postpone its practical results, but 
they cannot alter it." They also made provisions to lower, by 
the transfer clause, the annuities in case such an export balance 
could not be obtained. But this admonition was not heeded; 
reparations were paid entirely by borrowed foreign exchange. 
Foreign credits revived German economic life, making it possible 
to purchase food with the artificially replenished wages fund, and 
revived the last and only source of Germany's wealth-labour. 

Shipyards and industrial plants are again in good condition. 
The merchant marine was rebuilt and brings in about the same 
income as before the war. . 

Foreign credits were, however, unable to overcome the most 
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serious evil-lack of capital. It is true that the accumulation of 
capital has begun, but by no means rapidly enough, to provide 
occupation for the growing population. In 1930, the liquid con­
dition of the money market has lowered the interest rate for long­
term loans, which are always the best criteria of economic 
conditions. Yet in Germany, this rate is higher by far, than in 
any of the other important industrial countries. Actual interest 
rates on long-term loans in March, 1930, were as follows: France, 
3~ per cent; England and the United States, 4Yz to 5 per cent; 
and Germany SY<i. per cent, which means for the debtor, 10 per 
cent. Such an interest rate for an over-populated industrial 
country is an unbearable handicap. It means that Germany's 
industry can hardly compete on neutral markets with countries 
which have a greater abundance of capital. 

Technical progress is hindered by such prohibitive interest rates. 
But after all, industry is more able than agriculture to meet such 
obligations because of its rapid turnover. Here one sees particu­
larly, the plight of the heavily indebted enterprising farmer, who 
has modernised his production apparatus. Professor von Dietze 
will cover this subject more thoroughly. 

Amortisation is out of the question for agriculture, industry, 
and the state. Debts accumulate one after another, interest obli­
gations one after another. In addition to the approximate 500 
million dollars which Germany must pay in reparations out of 
her earnings, 250 million dollars per annum are due as payments 
for foreign loans. 

The Young Plan, which Germany had to accept if it desired 
to emancipate one-fourth of its population from the hardships 
of foreign occupation, has not improved the situation. The nomi­
nal figure fixed in the plan is slightly lower than the highest 
annuity provided for in the Dawes Plan. The present value of 
all annuities is 8. 79 billion dollars ( 3 7 billion r.m.), instead of 
about 10 billion dollars ( 40 billion r.m.) as in the Dawes Plan. 
But the transfer clause has been abolished together with the pro­
vision that a reduction should· take place if gold rose in value. 
This condition has now set in. The decline in prices may be 
either the result of change on the monetary side or on the side 
of goods. There is one redeeming feature, namely, that a distinct 
division has been made between two kinds of payments, the so­
called unprotected part embracing the real reparations debt, which 
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amounts now to 2.62 billion dollars (11 billion r.m.), and is to 
be paid within 3 7 years by the annuities of which the greatest part, 
125 million dollars a year, goes to France. Here no reduction is 
possible. It is destined to be commercialised. But the largest 
share of German obligations,-(25.94 billion r.m.) 6.17 billion 
dollars-does not pertain to reparations for war-damages but 
rather to cover the interallied debts, which goes in the long run 
to the United States. It has the same periods of maturity, and 
lasts for two generations. It is the same debt which once was 
the cause of grievous complaints by the richest powers of Europe. 
The Young Plan is an improvement, in that the world sees that · 
the German indemnity, for the greater part, has nothing to do with 
the obligations for damages to civilians as laid down by the 
fourteen points. It is rather a pure imposition of tribute payments. 
The "protected" part can be reduced, and in view of Germany's 
economic situation, a reduction seems to be unavoidable. But a 
claim to such a reduction can be raised only in case the United 
States is ready to reduce or cancel the allied debts. 

Should the situation persist unaltered, no hopes can be held 
for a real recovery of central Europe. We must realise that Ger­
many has always been the center of energy on the continent, and 
that she not only supplied central and eastern Europe with goods 
and capital, but also gave it organisation, and safe-guarded its 
economic progress. Should the situation remain unaltered, only 
one possibility presents itself for the payment of tribute. It might 
be achieved by lowering both the wages and the German standard 
of living; land rent has already disappeared; profits from in­
dustrial enterprises are low. The interest rate will remain high 
as long as the chief financial backer has an option to choose be­
tween placing his investments in the extended regions of his own 
West, in Canada, Mexico, or in South America where the product 
of labour is greater than in the thickly populated industrial coun­
tries whose natural wealth already finds itself under rational ex­
ploitation. 

SUMMARY 

The cause for th~ grave agricultural depression lies in the 
coincidence of great technical advances with consequent increase 
of production and a lowering of purchasing power in industrialised 
Europe caused by other than economic forces. Crises which arise 
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from technical progress find their solution in the universalisation 
of such progress. To what extent this takes place is dependent 
upon intelligence and will power. Only the inefficient will perish. 

But political disruption can be cured only by political measures. 
You must not misunderstand me. Germany's misfortune is that 
the lowering of this unjust tribute is bound by the United States. 

· I do not think, however, that the United States has any moral 
obligation to cancel the interallied debts. If the allied nations have 
no moral claim against the United States for such cancellation, 
Germany likewise has no such moral claim. However, our duty 
at such an international conference is to show the economic con­
sequences, and I have tried to demonstrate the great influence 
which the political situation in Europe and the reparation question 
have on the interests of the agricultural and industrial peoples 
throughout the world. The only real solution of the international 
agricultural and industrial depression is a universal understanding 
of the causes of the depression, which would build up a feeling of 
real solidarity. Such solidarity should exist between all nations 
which are bound to each other by the unbreakable ties of interna­
tional trade. But this question is not only a matter of intelligence, 
but also the conviction that the economic world is governed by 
moral laws and that their disregard leads to continued economic 
hardship. 
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