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The Role of Economics and Statistics in the USDA 

By Willard W. Cochrane 

The first issue of Agricultural Economics Research appeared in January 1949. The orig-
inal purpose of the new journal was to provide the Bureau of Agricultural Economics 
with a "medium for the publication of technical articles." Following the abolition of the 
Bureau in late 1953, the journal continued to be issued—first under the sponsorship of the 
Agricultural Marketing Service, and later under the joint sponsorship of that agency and 
the Agricultural Research Service. In April of this year, the economic and statistical 
work of the U.S. Department of Agriculture was regrouped and reoriented under a Di-
rector of Agricultural Economics, reporting directly to the Secretary of Agriculture. It is 
most appropriate, therefore, that this issue carry an introductory article by the new Di-
rector, outlining the historical development of economic and statistical research in the 
Department in relation to the new organization covering these fields. • 

IT IS SAID that "the farm problem is always 
with us." Actually, there has never been a 

single farm problem. Farmers, like the popula-
tion as a whole, face different problems in dif-
ferent areas and commodities. 

For the last 40 years, however, maladjustments 
of an economic nature have overshadowed 
drought, flood, pests, diseases, and other problems 
of a physical nature. In peacetime, the basic 
problem was one of oversupply and dragging farm 
income. In wartime, the basic problem was one 
of short supplies and skyrocketing prices. And 
around these great problems there have been a 
whole series of lesser adjustment problems. The 
resolution of these problems, in part if not fully, 
has helped the farmer and the Nation. As agri-
culture continues to develop in the affluent United 
States setting, new problems of an economic na-
ture will arise. These in turn will demand 
solutions. 

The techniques and tools available to economic 
research can be brought to bear on these prob- 

lems—the old ones and the new ones. That is 
one reason why agricultural economic research 
work has been brought together in the Economic 
Research Service. There, its strength will not 
be dispersed in bit-by-bit approaches. Instead, 
it will be marshalled against the tough and con-
tinuing problems of agriculture. The unification 
of functions under the Statistical Reporting Serv-
ice likewise strengthens this area of research in 
the Department. 

The past history of economic research in the 
Department shows clearly that it has been most 
effective when it has been under a unified direc-
tion. This kind of direction encourages contribu-
tions to the development and evaluation of policies 
and programs. Economic research should not be 
carried out in a vacuum. It must be related to 
other research work as well as to the economic 
programs of the Department. It is one part of 
the agricultural "research community," which in-
cludes all of the research carried on in the De-
partment of Agriculture and the Land Grant 
College system. 
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Early Developments in USDA 

Agricultural economic research is often traced 
to 1839, when Congress appropriated $1,000 to the 
Patent Office for collecting agricultural statistics, 
conducting agricultural investigations, and dis-
tributing seeds. In 1842, the Patent Office pub-
lished some of the farm statistics which had been 
collected in the census of 1840. The Patent Office 
issued estimates of agricultural production for 
the next 7 years, projecting them from the census 
base. The Commissioner of Patents commented 
on these tables in modern terms : "These annual 
statistics will, it is hoped, guard against monopoly 
or an exorbitant price." 

The estimates were attacked in several quarters 
and were abandoned in 1848. However, the bill 
establishing a separate Department of Agriculture, 
signed by President Lincoln on May 15, 1862, 
directed the Commissioner to collect statistics. 
The Department began the publication of monthly 
reports on crop conditions and annual reports on 
agricultural production in 1863. Since that time, 
the work has been refined and detailed. It now 
supplies the data essential to economic analyses 
in agriculture. 

The statistical data were used very early in 
making economic analyses of one type and an-
other. By 1890, for example, the Bureau of Ani-
mal Industry had developed a theory with respect 
to what later was called the corn-hog ratio. At 
even earlier dates, the suggestion was made that 
farm management might be put on a more effec-
tive basis. This work was established in the Bu-
reau of Plant Industry in 1902. The Office of 
Farm Management was established in 1905. 

The Department published its first marketing 
bulletin in 1897, but had pointed out earlier that 
the statistics it published should aid farmers in 
meeting market demands. Investigations of for-
eign markets had begun in the 1880's. In 1894, a 
Section of Foreign Markets was established. The 
movements for inspection and, later, standardi-
zation, both began as means of aiding the sale of 
American farm products abroad. Since then, 
both research and active trade promotion abroad 
have been carried out by the Department. 

BAE Established 

An Office of Markets was established on May 
16, 1913, to consolidate the marketing work being  

done by various bureaus, to facilitate its expan-
sion, and to assist in solving problems conneca 
with the marketing of farm products. In tliF 
same year, a Rural Organization Service was 
established. This service was combined with the 
Office of Markets in 1915. A number of other 
changes took place during the next few years 
until, on July 1, 1922, the Bureau of Agricultural 
Economics was established. 

The key to the organization of a Bureau of 
Agricultural Economics lay in the economic mal-
adjustments faced by farmers, beginning with the 
sharp break in farm prices in the summer of 1920. 
The Secretary of Agriculture needed a broad 
analysis of current problems which apparently 
could not be supplied by the specialized agencies. 
The new organization was to supply this lack. 

The Bureau of Agricultural Economics applied 
the techniques of economic research to farm prob-
lems. The problems were varied and provided a 
demonstration of the effectiveness of the economic 
approach under a unified organization. Economic 
research provided bases for a number of programs 
which were eventually administered by other 
organizations. 

The idea of improving the farmer's position by 
establishing market grades and standards h 
gained wide support before World War I. 
work, begun in the Bureau of Markets, was carrie 
on within an economic framework by the Bureau 
of Agricultural Economics. Eventually, this work 
was administered outside BAE, but during its 
formative years, it needed the kind of integration 
that only economists could provide. 

A Division of Cooperative Marketing was es-
tablished in BAE in 1926, giving formal organiza-
tion to work that had been carried on for some 
years. In 1929, this division, which encouraged 
and aided farmers in establishing cooperatives, 
was transferred to the Federal Farm Board. Later 
it was transferred to the Farm Credit Administra-
tion; today, as the Farmer Cooperative Service, it 
is giving farm groups major assistance. 

First Outlook Conference 

When BAE was created, many workers in the 
Department and the States felt that some means 
should be developed for getting the results of 
economic research out to farmers in a usable form. 
The first Outlook Conference, held in April 1923, 
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marked the beginning of a program continuing to 
present. Conferences have been supplemented 

by regularly published economic analyses of major 
farm commodities. 

The Department had been doing some work on 
foreign agriculture for many years. The newly 
established BAE emphasized the gathering and 
analysis of data. Its importance was recognized 
in 1930 with the establishment of the Foreign 
Agricultural Service Division. In 1938, this work 
was transferred to the Secretary's office. It be-
came a part of the Office of Foreign Agricultural 
Relations the year following. 

Economic analysis became essential to the 
farmer and the Nation during the years of the 
great depression and the New Deal. The adminis-
trators of new programs relied heavily upon 
economists for both data and analyses. The stud-
ies of farm income and work on the concept of 
parity, for example, were basic to program 
implementation. 

The broad view of problems, which is, or should 
be, typical of the economist, led directly to the 
establishment of important programs. The de-
velopment of a food stamp plan as a means of 

P cking the farm surplus problem by expanding 
mestic consumption is an example. One of the 

leading economists and statisticians in BAE 
studied the direct distribution of food to needy 
persons and concluded that the program could be 
improved from the standpoint of both farm relief 
and social welfare. The alternative program he 
devised was to make surplus foods available at 
lower prices to low-income families. This idea, 
which was put into effect in 1939 through the 
food stamp plan, gave low-income families an op-
portunity to improve their diets by choosing 
needed quantities of surplus foods. 

BAE in World War II 

A major reorganization of BAE took place in 
1938, when it became the planning and economic 
research organization of the Department. The 
economic research work was integrated with the 
formulation of plans and programs. The work 
in State and county land use planning ended in 
1942 at the direction of Congress. 

During World War II, BAE was concerned 
primarily with furnishing information to be used 
in planning for maximum agricultural produc-
tion, meeting agricultural problems caused by the 
war, planning for the postwar period, and making 
economic analyses for the war agencies and the 
public. Much of the work of the Combined Food 
Board and of the Office of Price Administration 
drew heavily upon the Bureau's analytic 
programs. 

At the end of 1945, the Bureau's program plan-
ning work was transferred to the Office of the 
Secretary. The Bureau was designated the au-
thorized source of economic information and was 
to supervise and coordinate economic and statis-
tical research in the Department. During the 
next few years, economic analysis was brought to 
bear on the difficult problems of reconversion and 
the Korean War. 

On November 2, 1953, the Bureau of Agricul-
tural Economics was abolished. Its functions 
were transferred to the Agricultural Research 
Service and the Agricultural Marketing Service 
as a part of a larger reorganization of the Depart-
ment of Agriculture. The theory of organiza-
tion was to organize or bring together "the appro-
priate team of scientists or researchers to attack 
particular problems. . . . In short, the leading 
principle in the reorganization plan has been to 
look at the problems facing the farmers and the 
industries that handle farm products rather than 
the scientific background or training of the par-
ticular personnel involved." 

A number of leading agricultural economists 
criticized the abolition of BAE. The major argu-
ment against the action was expressed thus : "A 
department of agriculture organized around 
`particular problems' is in danger of letting funda-
mental research 'fall between,' and also in danger 
of running out of the basic background material 
which is essential to promoting progress in farm 
practices, and to understanding current problems 
as they come upon the scene." 

Current Organization 

The problem approach to research was in effect 
from 1953 to 1961, with emphasis on marketing, 
both domestic and foreign. • 71 
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On February 24, 1961, Secretary Orville L. 
man gave public notice of a plan to reorgan-

research in agricultural economics and statis-
tical reporting under the guidance of a Director, 
Agricultural Economics, effective April 3, 1961. 
An organization chart is shown on page 72. 

The Director, Agricultural Economics, is ad-
ministratively at the level of Asssistant Secretary. 
He exercises general direction and supervision of 
the Economic Research Service and the Statis-
tical Reporting Service. 

The newly established Economic Research Serv-
ice includes the functions formerly carried out 
by the following units of ANIS : Agricultural 
Economics Division, Market Development Re-
search Division (except Market Surveys Branch), 
Marketing Economics Research Division, Outlook 
and Situation Board, and the economics research 
activities of the Transportation and Facilities 
Research Division; the functions of the Farm 
Economics Research Division of the Agricultural 
Research Service; and the functions of the Foreign 
Agricultural Analysis Division and International 
Monetary Branch and Trade Statistics Branch of 
the Trade Policy Division of the Foreign Agricul-
tural Service. 

a
lkhe Economic Research Service is headed by 

Administrator. The work is further divided 
between two Deputy Administrators. The Deputy 
Administrator for Agricultural Economics is 
responsible for the Economic and Statistical 
Analysis Division, Marketing Economics Division, 
and Farm Economics Division. The Deputy Ad-
ministrator for Foreign Economics is responsible 
for the Development and Trade Analysis Division 
and the Regional Analysis Division. 

The Statistical Reporting Service is respon-
sible for the functions formerly carried out by 
the following units of AMS : Agricultural Esti-
mates Division, Crop Reporting Board, Market 
Surveys Branch of the Market Development Re-
search Division, and Statistical Standards 
Division. 

The Statistical Reporting Service is headed 
by an Administrator and Deputy Administrator. 
The work is carried out by the Agricultural Esti-
mates Division, the Standards and Research 
Division, and the Field Operations Division. 

Two innovations have taken place in the organi- 

zation. First, a Staff Economists Group has been 
established under the immediate supervision of 
the Director, Agricultural Economics. This 
small group assists the Director in the develop-
ment of short- and long-range economic research 
and statistical work required by the Secretary of 
Agriculture, undertakes analytical studies of cur-
rent and proposed agricultural programs, and 
represents the Director in the economic and statis-
tical review of program actions. 

The second innovation was the establishment 
of a Management Operations Staff reporting to 
the Director, Agricultural Economics. The Staff 
is headed by an Executive Director and has four 
divisions : Administrative Services, Budget and 
Finance, Information, and Personnel. This ex-
periment in administration, where the one staff 
serves both the Economic Research Service and 
the Statistical Reporting Service, is aimed at 
achieving greater economy and efficiency and at 
freeing program administrators and their staffs 
for program work. 

The Future 

The Secretary said, in discussing the new 
agencies : "They will put renewed vigor into pro-
viding better information to U.S. farmers, 
ranchers and consumers and to foreign countries 
on agricultural needs both in the United States 
and abroad. This also will help the Department 
develop a food budget that will give hard figures 
on normal needs of food and fiber for our own 
people, supplemental needs for distribution to the 
needy, and overseas needs in terms of our foreign 
economic program." 

Once again, the full economic research and 
statistical resources of the Department will be 
brought to bear upon agricultural and food prob-
lems. But economic research will not be confined 
to solving problems. As one of the Nation's lead-
ing agricultural economists said : 

"When the work is properly organized in a 
favorable environment, science grows, methods of 
research continually improve, knowledge accumu-
lates and enables men better and better to under-
stand the world in which they work. A knowl-
edge of the setting in which farmers operate and 
a knowledge of the trends of the times are essential • 73 



to lighting the pathway of progress as well as to 
diagnosing ills." 

The role of economics in the Department of 
Agriculture is to make both basic and applied  

economic research a force for the betterment of 
all groups in our Nation and in the world. 
work as now reorganized will better permit 
realization of this role. 

Reprints of the article concluded on this page are available on request. Write to Economic Research 
Service, U.S. Department of Agriculture, W ashington 25, D.0 . 

Some Economic Aspects of Food Stamp Programs 

By Frederick V. Waugh and Howard P. Davis 

La meilleur de tousles tarifs serait celui qui ferait payer a ceux qui passent sur une voie de 
communication un peage proportionnel a l'utilite qu'ils retirent du passage.1—Jules 
Dupuit, 1849. 

FROM AN ECONOMIC STANDPOINT, 
the essential thing about food stamp pro-

grams is not that people can buy food with stamps 
instead of with money. The essential feature of 
these programs is that low-income people can buy 
food at reduced prices. The food stamp (or cou-
pon) is simply a convenient mechanism for ena-
bling these families to pay lower prices, and for 
enabling the Government to make up the differ-
ence by a subsidy from the Federal treasury. 

Thus, any form of food stamp program (includ-
ing the program operated in the United States 
from 1939 to 1943, and also including the pilot pro-
grams recently started in eight experimental areas 
of this country), is essentially a classified price 
arrangement. In principle, it is something like 
classified milk prices, where part of the milk is 
sold as fluid milk at a class I price and the sur-
plus is sold for cream and manufactured dairy 
products at lower class II and class III prices. 
Economists often call such arrangements "price 
discrimination" or "multiple pricing." 

The quotation at the beginning of this article, 
from the French engineer-economist Jules Dupuit, 
refers to the system of tolls on bridges and high-
ways, as well as to freight rates on railroads. 
Dupuit advocated a system of classified tolls or 
charges in which each commodity and each group 
of persons would pay rates proportional to the 
"utility they received." This argument is similar 

1  The best system of pricing would be one that re-
quires each user of a bridge, highway, or railroad to 
pay a charge proportionate to the benefits he gets. 

to the argument that freight rates, for example, 
should be based on the "value of service," or to the 
one that medical bills should be graduated accord-
ing to "ability to pay." 

Multiple prices may be profitable or unprofita-
ble to the producer. They may benefit or harm 
the consuming public. A few economists have 
discussed both aspects of this problem. One of 
the best discussions since Dupuit is that of Rob'
son.2  The main principle is illustrated in figurW 
This diagram does not represent the food stamp 
program exactly. Rather, it shows how a food 
stamp program would work if it were a simple 
2-price arrangement. 

Both sides of the diagram assume that a given 
amount of food is available. Two demand curves 
are assumed to be known : The demand by me-
dium- and high-income families, and the demand 
by needy families. In analyzing 2-price arrange-
ments, it is convenient to show the first of these 
demand curves in the ordinary way, but to reverse 
the demand curve for needy families— plotting 
it from right to left instead of from left to right. 

If the market were entirely free and competi-
tive, the price would be determined by the inter-
section of the two demand curves. Assume that 
this price is low and that the public generally 
agrees that some program is needed to raise farm 

2 Robinson, Joan, THE ECONOMICS OF IMPERFECT COM-

PETITION, chapters 15 and 16. Macmillan. London. 
1938. 
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