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I.NTRODUCTJON 

Commodity priec-stnbilizu,tioll prog-ril.llls ill th(' United States haye 
grown to lal'ge proportions during the last decade. These nrogrmns 
hu.ve profoundly affected prjces, farming practices, trading practices 
and the yolume of business in the various commodity trades, and the 
flow of commodities f!"Olll producers to consumers. The programs are 
revolutionizing the chm'acter of Lhe market for agricultural products, 
which mnrket bus traciitionu.Jly provided one of the clearest examples 
of conditions of atomistic competition among the sellers. They are 
r('plac.ing that mal'kct by a governmentnUy controlled system in 
whic.h prices are d('termined c.hidly by the rates at which the Gov
t'mllient HlI1k('s nOnrec.Ollrse loans to fanners OIl the commodities 

'M. r. K:lnYIIIIlII, Junior ngrlt-ultuml e('onotllist. Burenu or AgriculturnlEconornlcs. supervised t.he 
IlssemIJlinglllld stJIt.istfrlll hllll"lln~ or mOSt or the hllsle tlllt.lI_ 'I'ho lIuthor wishes to Ilcknowlcdge the helprul
('ritit"islIIs or F. \T. Wllu(!h, ~I. Clou(!h lint! others or th(' Burenu or Agriculturlll Ec-onomics. C. F. SlIrle lind 
others in the ('ommodity Credit Corporntion. nnd H. Roberts lind others ill the Agriculturlll AdJustmcnt 
..I.cllllinistmtlon. 
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concerned, and in which Government stocks, purchases, and so1es are 
often the controlling element in the situation. 

The pric.c-stabilization programs can benefit both producers and 
consumers. Tn,king the fluctuations out of the prices of fiLl-m prod
lIcts would tnke a large part of the gnmbling element Ollt of fnrming. 
The Ever-Normal Granary progrn1l1 for corn may reduce the wide 
fluctuations in livestock production, thus reducing costs to producers 
and providing stable supplies of moat for consumers_ The programs 
for whefLt fLud cotton mny st;nbilize production, milling, and processing 
all th(' way through to the consumeI'. Yl't dangm's as well as benefits 
are in prospect. 

Price-stu.bilizlttion pl'Ogl'llms in eadiel' tin1l's nndill othel' countries 
ha\Te sometimos gotton into di(fjoliities, llnd t,his oountry can hardly 
c,.'(ped, to ltvoid hlwing tl'ouules of its own. It is Ilot so long since 
tho stabilization operations of theF'ederal Farm Board ended in an 
unfortunn,tt' wny. Pl"ice-stabilizRtion pl'ognuns Rl'e complex things; 
/)('I-hn,ps not enough knowledge is avu.ililbio foJ' their proper manage
ment, In any cnse, the morc that is known about the problems itl
yoln·d, the ortt.,·!, tlwy will be handled; in It dernocl'llcy there.is Ul'gent 
need for' widesplcad publiC' discllssion of thesp probLems in ol'det- to 
ptn'(' the WiLy for tilrir solution. 'l'ltis bllll(~till is illtended to p!'Omote • 
discussion. 

The n.g-riclilturnJ pr·icc-stu.biliza!;ion problem is bronder than the 
spPC'ifie pricp-stnbilization programs that Illure bCPIl set up to dral 
with it. In n. widor \'iew, sev('I'al questions llI·ise. \Yhat n.rc the ob
jrctives of pricr stn.biliznl;ioll? Are sLn.ble prices n.n end ill tbem
selYes, or u.re they n, Illrn.ns to some furthpI' end; and, if so, what pnel? 
\Vhat art' tll0 bendi.ts from pri('p stabilization, from the social point 
of \riew? Wlln.t IU'P tire so('ial costs? [f booms ILnd depressions ('on
tinu(', should tire objective bl~ stable' priees or stable quantitips, 01' 

sornct11ing ('lsp entirely? Is stn.bilization of prices an udequate gOlLI? 
P('rhap'" wlmt is needed is not rnel'rly pI-ice. stn.bilizn.tion but pI-ice 
eon tml- -sorn(' !l1pans of pu tting pI'ic('s whpl-c they "should be," at a 
leypl t;hn,t does not; rpnrn.in constn;n t bu t varies f!'Om one yen.r to another 
with nLl'iations in demand. If so, whn.t is men.nt by "should br?" 

TI'he qu('sf.ions indicn.ted call nol' morrly fol' an rxaminn.tion of the 
objeet.ivrs, I1tt.ninrneni;s, 1\.11(1 pl'Oblems of thr pl-iec-stu.bilizll,tion pro
g-I'nms thernsplY('s, hu t rn.tiH'I.- for an analysis of Uw whole pl'Oblcm of •pricr contr'ol for farm products. Accordingl)" thr discussion in this 
bulletin is not limited (;0 titr Evel'-NOl'mu.l (}rnnnry and pl'ogmms of 
till' A.r\'A ns such. InstNl.d it is coneel'lwd mort' with the price. prob
lems with which the. pl'Ogmms were set up to denl a.nd uses the pro
grnms only u.s coneretc illustl'n.tions of spec-ific n.ttn.cks on those price 
prohlems. 

No ol1ecould hopr to n.nsW{'1' in one hulletin all of these questions 
that hlwe bren Til.ised. [n attompting to 11I1SW('1' u.s rnn.ny of them IlS 

possible, Imd n$ J'enlistien.lly n.s possiblr, ftttcntioll is foc-used on one 
sprcific c0l1l111odiLy 01' g-roup of I'claj;('d commoiliti('s, rathl'r thlln on 
sevoJ'iI.l commodities. SOBW commodity analyses hay(' n.h·cndy ap
ppnrecl. On(> drills eompreirpnsi\Triy with cotton (11). Other shol·ter 
studies luw('. dell.!t with ccrtain !J!'ohlems inV'okpd in the. eorn-Iod.n 
program (13, 17). The problem of controlling prices of corn i;; par
ticularly complicated, because of the. repel'cllssiom; of supplics and 
prices of com on supplies nnd prices of livestock. A comprehensive 

• 
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• treatment of corn and livestock price control is needed and this 
bulletin is an attempt in that dil·ection. 

CORN AND HOGS IN THE UNITED STATES 2 

Corn is the gren.t gmin feed of the United States. Total prodtwtioll 
of corn n.veruges about 2.5 billion bushels It year. Oom is grown n.ll 
oyer the enstern hnH of the cOlmliry; the western border of tIll' iI,rca 
where corn is produced closely pamllels the 100th meridian (fig. 1). 
Production is most henvily concentl'ltted in the north central pal't of 
the United Stlttes, in the Oorn Belt, which includes all of Iowa, Illi
nois, Indinun, and Ohio, and pnl·ts of l\'linncsotn" :Missouri, Nebl'nslm, 
'Wisconsin, Kn.nsns, Michignll, l1.nd South Dltkotn. 

• 

About 90 percent of the corn crop is fed to livestock, most of it 
close to the point where it is grown. In two arens of hcavy produc
tion, a considerable pel'Celltn.ge of the crop is sold from the farm itS 
graiu. Oue 01' these flJ'eas lies ill Illinois. Iil'om this !trea nearly half 
the crop is sold as gmin. The ot]Wl' area lies iu Iowa. About 15 or 
20 p('rcont of Iown's corn is sold I1S cnsh grn.in; tIl(' proportion in some 
eoulllies hns l'lUl as high ns 69 percent (1, p. 22; 2, p. 344). These 
two nn'lIs Itl'C' shown in figure 2. 

LOCATION OF HEAVY ConN-PnODUCING AHEAS 

The Corn Belt Stn,tes are ranked in the order of their average pro
duction of corn OVl'r the last 10 yeurs in the following tabulation. 
Tllt' two top States, Iowl1 with its 400 million bushels and Illinois 
with its 330 million, ftTE'· fnJ' n,heftd of the rest. Indil1IlIt, :Minnesotl1, 
and Ohio, which eonw npxt, produco only about 150 million buslwls 
elteh. 

• 

N eb1'llskl1 and :Missouri produ('p between 100 ftnd 120 million 
bushels of COl'll elLch. Produetion of eorn ill both of these States 
sufl'ered a 1l111l'ked l'eduetioll dlU'ing the lust few yel1rs (Nebraslm's 
pl'oduetion WI1S cut in hnl{) chiefly beeause of a s}uLrp decrease in 
IWl'pnge uftPT the severe droughts of 1934 and 1936. ThE' remaining 
CO'r.ll Belt States, in ordt'l' of their importance as eorn produc('rs , nre 
\Visconsin, Knnsns, lVlichignn, and South Dakotn.. :Each produces on 
the Iwemge substantially 1(,ss than 100 million buslwls. 

'rhe importnnt eom-producing Statt's, l'fl.nked in order of their aver
nge eorn prodlletion, from 1931 to HJ40 wore: 

A".ruge corn production t9.~1-40, 
1,000 bu"helsRtatc:

1owa__ _ .• _._ ... 406,703 
Illinois _ _ ..•... __ 330,856 
Tndianll ___ _ 162, 658 
Millll('sotll .• 14(l, 830_ . _ . _. _. 
Ohio •.. 142, 734 
Nt,braska..• 120, 604 
Missouri. 109, 551 
Wisconsin 77, 202 
Kansn.~ 55, 522 
Michigan 50, 036 
South Dukotll 39, 060 

I This gectlon cOllslst.< mostly of bllsie fllotunl llIIIlerinl; Ie is • .ssentilll for bll~k~ro\llId nnd reference pur
PO"llS, but those rcnder', who nrc fnmillnr Wilh corn nlld hogs nnd tbe rclntions b~tween tbem may prerer 
to read only the conclusions "nd summury on p. 77 to 78. . 
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FIGURE I.-Corn is grown all over the eastern half of the ellited States, The productioll of corn is most heavily concentrated, however, 

ill the Korth Cent.fitl States, 
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/i'lGurUl 2.-Most of the coru produccd is fed to Iiv('stock on or closc to the farm 
where the COl'll is grown. Withill the Corn Belt, however, lie two areas of heavy 
com productioll where II considerable percentage of the crop is sold from the 
farm in the for111 of grain. 

PnODUCTION OF HOGS 

Pork is the leading mcat pl'odtlepd ill thc Unitpd States. The pro
duetion of pork usually rallges betwcPll 8 and 9 billion pounds, plus 
a,bout 2 billion pounds of lard. Pl'oduetioll of beef usually ranges 
b~tween 6 and 7 billion pounds.3 

By and large, hogs arc produced where corn is produced; the Hog 
Belt, is much the same as the Corll Belt. Till' most important States 
in hog production rank as they do in COl'n productioll, with one excep
tion: Obio milks over :Missouri and N cbl'aska in production of corn, 
but below them in production of bogs. 

The utiliza.tion of C0111 in the United States is shown over different 
• pNiods of time in table 1. The periods represented by the different 

'/'A1IUl \.- PrrccrI{(l!l1' utilizatiQn of corn in lhe United Stales, averages 1910-14, 
1,924'29, (lnd .1925-84 

A\·(·rnJ.t(l A\'erageDistrlhu1.iun A""rll~~' II DistributionWIO· 14 1Il2·1-29 ; 192.1-34 
._ I,. 

I ----------------1------
} Jerct!ut Percelli. J>trcrnl

[jogs ... _ Hogs _._ •• _____________._.___•••_.:10.8 41. Ii 40.1
AIi rllttitJ lIud sheep Ii. 2 29. a Cnttle..._•••• _•..• _•.••_._..... ". 22.2 
1Ior5<'8 nnd lJIull's 17.4 13.9 Sheep........ • .. _.... _•... .7
Otiwr farm uses 10.U 12. .l HorS<!s lind llIules ............ . 14.4 
Industrilll lind elt.y us<!s 17.7 12.1 Poultry•. __ ..... .. 10.3 n ulllan food on farms. . 1.3 

Full to stock not on farllls . .. . 2.1 
[ndustrllll lind commcrclalutilizlI' 

tiou ............................ . 7.9
gxports....______• _____ • _. _____.. . .3 
Se~'(l. •• _..... ___._ ....... _._..... _.. .7 

..-.-~~.-----.----- .....---------'---- 
! UXI1'£/) STATES AOItICPI.T!'ItAI. MAItKt:TIXO St:It\'ICE. I.I\'ESTOCK, lfEATS, AXO WOOL MARKET STATIS. 

TICS AXO IIKI",n:u flATA 10·10. 107 pp. IOU. [Processed.) Sec Il. IOQ. 
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columns n.re not all m1.1tually exclusive, and the classification of the 
uses (distribution) of COIn has not I'ema,illcd constant. But in general 
the table shows that hogs consume abou t 40 percen t of the corn pro
duced in the United States. This percentage has remained fairly 
constant over the last few decades. Consumption of corn by horses 
and mules is declining with the decline in tIleir numbers. It is con
siderably 10wCl' today than in the period 1925-34, as llumbers of hOl'ses 
n.nd mules have COll t,inucd to decline. Incl'easing consumption by 
cattle (probably mostly by milk cows) has tnken up most of the slad;;:. 

FLUCTUATIONS IN TEIB PnODUCTION OF COHN AND HOGS 

Produetioll of corn fluctuates greatly from year to year (fig. ;~). 
The chipf reason lies in the pronounced f1uctul1,tions in yield pel' n.crc. 
The short-time changps in aCI'eng(' from Y(,ILl' to y('al' nrc usunlly not 
lR.rg('. The instiltbility of tIlt'. price of corn from YNU' to yel1,r is shown 
in the 10w(\1' pn.,·t of figuI'c 3. The dnta il,re giVt'll in table 2. 

Til(> fluetuR,tions in produetioll. m1d pric('s 01' corn m'e not only 
disturbing to f'n.rm('l's in themselves but they nIso give "is(' to severe 
fhwt.u!I,tions in supplies n,udpl'ices of hogs. Hog production fluetua.tcs 

TABLE 2. Corn: lIa/'vI!slen IIen'(lgn , production, yield per (lcre, llnd price, United 
81(llc.~, 1870-1,940 

-,,_." "'----~ ... "'.~ ........,,---~--.. 
I Bensoll SClL~on 

Yln"l III\'ern~Q IYield nverngaI'rodllc~Year Acnt»g(l: P~y~lrilC. Iwr farm Year prr fllrmt.ionncn.l. l>ric(-.. P('f neTt' pricn )lIlr 
hushtl)I H hushel l 

--,---, ---- ~ ~. --1\----' ,-, 
:,{~ b~'s~., BII"/,,l., Cel/ts i! ~~~ b:t~s Bltslt<I. Cents 

1870...... _" as.388 I, 124,775 20.3 52 • .1 IDOO 115,021 fl, 0:12, IlIO :U.7 3U. II" 

1871........ 42,002 1,141,715 27,2 41i.4 II)(), ". nO,OU4 2,013.797 27.2 .;0.5 
18!~· ....... i 43.f>S4 1,27D,3nll ~>{).4 :18.3 1008 1)5,285 2,5011,742 26.9 65.0 
18,3, .•",,,,' 4·I,OS,1 1,008,320 22.11 48.3 11K)\}, 100,200 2,011,157 20.1 61. 6 
1874 ....... ,: ,17,0,10 I, Of.S, i/8 22.2 IH. I I 1010 102,267 2,852,7114 27.9 51.0 
l~Ifj ", ·~~'i ~;<~~~ 1,45o,:;an 27.7 41.0 1011 lOJ,30a 2,474,035 24.4 6S.0 
IS,6 ...... ; .M, _f< 1,478, I i:l 20.7 3(U 1D12 ,. 101,451 2,947,8·12 29. 1 5.i. :l 
ISi/....... i 58,7I1U I, ~1.5, ~!;~ 25.8 35.7 \ 1913 100, :lOU 2,272, 5-10 I ~2. 7 70.4 
187S . ...... 511, mill I, .J!}I, ,,3, 20.2 :ll, a! i914 97,796 2, 52:l, 7,50 2.;. S 70.S 
1870....... 02,2211 l,751,D84 28 'J :16.,1. 1015 100,62:! 2,829,044 2S.1 r,~. (J
1880 . • '\1l2, 515 1,700, on 27. a 31l,O ii l\l!6 . 100, ,161 2,425, 2m; 24. I 110.6 
lSSt , .. 03,020 1,2,H,$O:l 111.8 02,S i' Hili 110,893 'J 'Ins 'J,I" 20.2 145.\\ 
lSS2, . 1 (lfl, 1';7 1,755,272 2(;' [) 48. I ,i 1018 102,!D.i 2: 441: 2,10 I ~'3. 9 152.2 
1883 .•. , r.s, J()8 1,0r,2, J.lS 2·1.2 41.8 10111. 118, \.15 2,67S,MI 27.3 151. a 
188-1 ""'1' OS,!':H l,n'Ii,H:IS ?B.:! 3-1.11 [0211. IOI,:!5H a,070,M4 aO.3 ou 
1"85 .... 71.H5! 12,057,807 2'i,O a~.2 1021 103,155 2,928,4'12 2S." 52. ae· 

1886 ...... ' n,Oll 1,782,707 2·1.1 3r,. i 1\122, 100, :H5 2,707, :100, 27.0 74.•i 
ISSi,"·· .. i 73,290 II'M'I'54U 21.1l 43.4 1Il2:! 101,12:! 2,875,2921 :!S.4 H2.5 
18S$""'''1 77,H4 2,2{.o,r.:~2 ~'II.I a;l.I 1924 100.\00 "°031031 22.1 100.1 
ISSo ...... 1 77,60(1 2,2\14,280 20. [, 27." 1025 101: 331 2: 70S: am- 27.0 6U. Q 
ISIJ(L ...... ! 74.785 1,050,·1-10 22.1 411.6\10211 90,·1.12 2,540,072 25.6 74.5 
1891 ,,, ... '1' 78,855 2, 3a,1, 804 29.6 :19. S 11127 9S,357 2, 616, I~'O 2(i.6 85.0 
1802. ..... 70,014' I, 81li, ·112 24.7 :IO.:J 11128 100 '1'10 "lIOa 5W 20. (\ 84.0 
ISO:j .... jill, S:!2 ! I, !I(~J, 401 23. S 3U. I 1029 , \17: 80" 2: 52i: Oa2! 25.8 79.0 
1804 ...... j. SO, 11011 , 1,615,01(1 20.2 ·15.1 10:10 1IlI,·165 ~,2§12"12J ( 2<l.S .i9.6 
1895 .... ' 00,479 12,53·1,762 28.0 2.,.21'11\131 ,106,1112 _,nlu,611 , 2·1.1 32.0 
1800 " ...__ SO,074 2,671,048 ao,O 21.·1 lIIa2 110,oi/ 2, 1:1I,281, 20.S 31. 9 
1897 ...... 80,1165 2,287,fl28 25.4 20.0 t loa:! 105. or,! 2.:lOfI,I;321 22.6 52.2 
189S""" 1 87,1Sot 2,351,323 20.8 28.Ii! 1934. U2,a54 1,016\, 12:~' 15.8 81.5 
Ison ' .... , 9·1,501 2,045,796 28.0 2!). SIIO:!r. 05,80·1 2, :lO3, 7·li 24.0 65.5 
1000 "'-'''1' 94,852 2,rxll,1J78 28.1 35.0 luao 03,()21) 1,507,OSO 10.2 104.5 
100L....... 04, ,)22 1,715,752 IS.2 OU.O 1Il:l7 .. !l3,7·1\ 2.051, 2.q,j 28.3 52.0 
1002. --""'I 97,177 2, ita, 1J54 28.5 40.1 11138.... 112,222 2,562,197 27.8 50.4 
19(~L .....__ 0:1,555,2,615,011;; 21i.9 41.n 1U3U.". 88"130[2,602,133 '2U.4 55.9 
1004 ....... 95,228 12,(180,024 28.2 43.0, 1940' •• _ sn,7:l~ 12,.160,624 28.4,. __ "," 

~~:~ ...... 'LO~' Hli:.2, 0501,148: ~Il~~~_. ~~_li....:l~___.....:...__..!l___-!.__.....:...I___ 
1DeforQ 1008 prillcs nre IL, of Dec. 1. 
, Preliminary l'stlmate, 
I Octooor 1 csthJlllw. 
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• ffinrkedly from year to year, over a range equal to about 50 percent 
of the avernge production. The .£Iuctuntion for hog production is 
about 2.5 times as great as the fluctuation in beef-cattle production. 
Furthermore, changes in hog production closely follow the changes in 
corn production, whereas changes in' becf-cnttle production follow a 
somewhat cyclic course of their own, lnrgcly independent of corn 
production. The difl'ereuce was most strikingly shown by the results 
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FIGURE 3.-CORN: ACREAGE, YIELD PER ACRE. PRODUCTION. AND PRICE. UNITED 
STATES, 1870-1940. 

Corn production fluctuutcs greatly from yellr to year; the ehief reason lies in thc 
vuriation from year to ycur in thl' yield per acrc. COrll acreage normally 
remuins fairly stable from yeur to year. 
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of the two severe droughts of 1934 and 1936. Those droughts cut 
hog production about 40 percent, whereas they resulted in very little 
reduction in production of beef cattle. 

The relation between fiuctull,~ions in the supplics and prices of COl'1l 
and hogs is usually shown by plotting the ratio between the prices of 
corn and hogs along with hog madmtings in a simple time chart. A 
chart of this sort, familiar to outlook workers, is shown ill figurc 4. 
It shows how changes in the hog-colTl price ratio (~ausc changes in the 
same dirl'ctioll in hog Bllu'kctings about 2 yCtU'S later. 

IlATlO 
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I: AV~~~~~ti~~~~~~~~~~~~~~~ 
MARKETINGS ~:;:;~~~~~~~~~~:;~~~:;:~~:;~~~~~~ 

(".WOKS I 

5 


4 
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2 

o 
• AVERAGE PRICES OF PACKER AND SHIPPER PURCHASES AN() /10.& YELl.OW CORN 

.o.1t./tfONTH MOVIHG A VERAGE OF FEDERA I-LY INSPECTED HOO SLAUGHTER 

BAE \524.1 

FIGURE 4.-HOG-CORN RATIOS AND HOG MARKETINGS, 1901-40. 

The hog-corn pl'iee mUo (tllp price of hogs in dollur:; per lUlIl(lred pounds divided 
by the price of corn in C(,'llt~ P('/" hushel) fluct;lI!~tes mpici!y fl'oll) lJlonth to month 
and Y('1l1' to y~'ur, Alilluni lluctuutiolls in the hog-eOI'll pl'icc ratio Ilrc followed 
about 2 years later by ~'OlTc"poJl(lillg fluctuations in hog lIlarketings, 

Yea.l'-to-YClU' eilltngt's in the hog-corn price I'!l.tio result from changes 
in pl'ices of both hogs illld eot'll, Hog prices rise a,nd ffill not only 
with the c1mngt's .in consumer demltnd tlmt IH:compn.ny booms and 
depressions, but n.lso with the changes ill supply ciLused by the iniel'nnl 
chlu'n('tcristks of the hog industry, '1'he internnl clinJ'ncteJ'istics arc 
sudl ilS to give tt periodic qllitlity to the fluctuntions in hog production 
much in the same nutnnel' as til(' structure of a tuning fork gives a 
COllstant [rl'queney to its \'ibl'i1,tions. But the basic fnctor causing 
shoJ't-t;ime (yofl:r-to-ycUT) fluctufl.tiol1s in production of hogs is a 
pilysicnl Olle; it is the irJ'egultu' yoar-to-year fluetuations in production 
of ('01'11, The close l'cln,tioll between the two basic physical sOl'ies, 
production of COrJl and produetion of hogs, is shown in figure 5, In 
this fig-m'e the eOI'll crop (totltl United Stntes production) each yenr is 
plotted Ilgn.inst thf\ total weight of hogs slaughtered un~:er Federal 
inspedion ill the hog yenl' beginning ill October of the sltme .'.~n.r' 
(li,('de/,1l1 inspected slaughtcr COVCI'S only about two-thirds of the total 
hog shlllgh t('r, bu t j t is the most accurate index of llOg production 
Oil n hOg-Y('iU' bnsif';), 

The positi\re correlation between the two sel'ies is only moderately 
high when the dlttn nrc plotted ill their original form (fig. 5, A) . 
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Inspection shows that the chief reason for this is the location of 
the dots for the yeurs WllCll thel'e was a marked change in the size 
of the COl'll Cl'Op from the yeru' before, Hog slaughter in those years 
changed to some extent, in the same direction ns the change in the 
size of the corn crop, but the full effect of the change did not show up 
until a year later, 

Perhaps, therefore, the hog-slaughter data should be lagged a year. 
But when this is done, the resulting correlation is still lower than 
when no lug is used. If, however, the hog data arc plotted against 
the aVCl'fige pl'oduction of corn for the current year and the preceding 
year, the cOlTelation is fairly high (fig, 5, B), 

The data arc so handled because of purely statistical considera
tions-the scattcr of the dots, Uw dates of certain dots, and so on
without any attention to the conditions under which hogs flJ'e pro
duced. But thl' nn,tu1'O of the responso of hog production to corn 
pl'Qductionis conditioned by tbe inherent charneteristics of the hog 
industl'Y. Onc is that hog slaughter canr10t be increased as rapidly 
as it CtUl be c\lwrpnsed, "Yhen n. lnrge crop follows a short crop, 
production of hogs cannot snap back to full capncit:y at oncej it takes 
a year 01' more to build the herd up aO'ain, A small increase in 
production of com ean be tn.kcn care of by feedinO' hogs to hmtVier 
weigh ts, bu t n In:l'ge increase must be taken care of by breeding more 
sows, Hnd tllf' pigs from sows bn,d in December cannot reach the 
nlflxket until about 12 months In.tl';r, in the next marketing year, 
\Yhell there is 11 mf\.rked decrease in corn production from the :year 
before, however, slaughter of hogs decI'oases rapidly, because a herd 
CUll borcducod morc quickly than it (~n.n be built up, 

The situation dos(~ribed is handled stn,tistically as follows: In tIle' 
years whell the corn crop was much larger (sn,y a thinl of a billion 
bushels or mOI'e) than the yeal' lwfore, the [l1l'ge crop can be averaged 
up \\rith the preceding smnll crop, giving the small crop 11 weight of 
2, In the YCIl,rs when the COl'.11 cl'op was much smnUer than the yoar 
before, the'smnU corn crop cnn be a\rerngcd with the preceding crop, 
agn.in giving the small erop n weight of 2. 

The results of thesp weighti11g and nveraging procedures nTe shown 
in fignre 5, O. The correlation in this section is high, except for the 
:yenTs1030 nndl931 rnl'iy in the depression, and the year 1938 when 
proc\uetion or hogs had stillllOt completely l'ecovered from the droughts 
of 1934 Ilnd 1036, 

All UlTee ~cctions of figure 5 show tha,t the relation between produc
tion of eorn n,nel produc.tion of hogs is about 1 to 1 j a change of 10 
percent in com supplies causes a change of about 10 percent, in hog 
SUpplies. J3ecltusc of the c10s(' r('lation between prices and production 
of eorn l1,n<l hogs both of these commodities are c<insidered in this 
bulletin, What('yer n,ffects Olll' il,ffeets tJlC other, and a program for 
controlling the produetion nne! price of either must deal with the 
other as welL 

:FJ,UCTUA'rIONS IN DE~IAND Fon CORN AND HOGS 

Fluctuations in S111Jplies of corn and hogs are not the only reasons 
for fiuc.tuat,ions in prICes of eorn and hogs. Chn.nges in demand affect 
prices of com and hog'S pcrhnps (lyen more than changes in supply. 
The same total slnughtol' Qf hogs ChILi; sold for an average United 
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States farm price of $9 per 100 pounds in 1928-29 sold for a price of 
$3.40 in 1932-33. The din'ercncc betwccn thOS.3 prices was entirely 
the result of differences in deml1nd. 

A.. study of the reln.tion between the demand, supply, and prices of 
hogs (14; 19, 11. 269) shows that a change of 1 billion pounds m feder
ally inspected hog sln.ughter causes all opposite change of [tb,mt $1.33 
in'ilOg prices. The l'eln.tioll can also be exprcssod ill percentn.ges. A.. 
change of 10 percent in slaughter of hogscn.uses all ()pposite change 
of I1bout 16 percent in prices 'of hogs. 

The same hog-price !\,nalysis n.lso shows how e1utnges in demand 
aft'ect prices of hogs. Demand here i~; meilsured or represented by 
total nonl1gricultuml income in tho United Stn.tes. A.. chl1nge of 10 
billions in total nonngr·ieulturn.1 income enuses n. eorTesponding ehl1nge 
of $1.20 in hog prices. In percentltge tlmns, the l·oll1\.ion is 10 to 14. 
The curve showing this relation is eOlwn,ve from 11bove, beettuse changes 
in in('omo hl1ve less efl'ect on prieos of hogs when incomes are low than 
when they are high. 

]>nouLEM OF CON'l'nOLI.ING PRICES OF COHN AND 110GS IS Two PnonLE~ls 

The foregoing ImlLlysis eryst,allizes into quantitative form the. eon
(~lusion t:lHtt tlte problem of controlling corn and hog prices is not one 
problem, bu t two. And the (,wo problems are not (1) controlling 
prices of COI11, n,nd (2) eontrolling prices of hogs. Corn altd hog prices 
fluduate together (with ILlt inten:cning time In.g) but for two difl'erent 
reasons: (I) because the productlOll of corn and hogs f\uctul1tes, and 
(2) becl1use the dellllmd for corn !1l1d hogs fluduates. The eontI'ol of 
corn and hog prices therefore cn.lls for {,wo different progrn.ms, or at 
len.st a progmm with two differClI t pltrts-not one for controlling 
prices of corn ILnd I1nother for controlling prkes of hogs, but one for 
cOlllrollhlg supply mid the other for controlling demand. And ItS 
fluctun,tlons in supply ILrise fl.t t,ho producer end, and fluctuations in 
demand arise from the COllsunWT end, the problem of controlling 
supply is largely 11 problem of controlling the supply of the mw mlt
terial, C0111 , wherons the problem of controlling denumd is htrgely a 
problem of controlling til(': dcmnnd for the finished produet, hogs. 

'l'he first part of this bullet,ill, therefore, del1ls with the problem of 
controlling tho suppLy of eorn; the second deltls with controlling the 
demand for hogs. 

The fU'st problem boils clown to smoothing out fluctulttions in the 
supply of corn timt result from fluctuations ill yieltL'3, in turn resulting 
from irregular amI unpredietn.ble clw.l\ges in the wC!Lthel'. Fluctua
tions ill the supply of eorn ('n,1l be met. by storing the oxecss over aver
age yield until yields fall below n.vemge agn.in, and this will smooth 
out f1ucttl!1tions in the product.ion of hogs n,bove and below the level 
desired. 'rillS sort of progmm is independent of what (if anything) 
is done aboHt controlling demn.lId. 

The second problem boils down to meeting fluetul1tions in the de
mand for hogs, whieh have nothing to do with fluctuations in supply. 
Controlling these changes in demand, or dealing with them in some 
other way if they cn,nnot be controlled, is a lIew n.nd unexplored field; 
the thcoreti('n.l and statistkitl !\,niLlysis in the second part of this 
bulletin is chiefly exploratory in nature. 
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REVIEW OF THE SITUATION TODAY 

Production of com fluctuates gl'eatly from year to year, chiefly • 
because of vltriations in yields caused by the wea,ther, These fiuctUll
tions in the supply of corll causo gt'oat chu.uges in production of hogs. 

])l'iccs of com and hogs iiuctlJato because of fluctuations in demu.ilfl 
as well IlS in supply. A program for controlling corn and llOg prices, 
thcrefore, must. eonsist of two parts-not one for eOlltrolling com 
pricN:; and IUlOtlWI' for contl'olling hog prices, but 011<' fol' eontl'olling 
tIlt' snpply of corn and the other for controlling the domnnd 1'01' hogs. 

CONTnOI.. LING TH£ SUl>PLY 0F CORN 

'rhe problem of contl'OlIing the supply of corn Uond hogs ('cdll('es 
to the problC'1ll of eontl'ollillg the snpply of COl'll. Basicn.lly, short
time (yenr-to-yC'n.l') .f1uetun.tions ill the numbC'1' of hogs produced al'e 
('Rused by short-time fltle\'IIn.tions ill the qun.ntity of corn available 
to feed tlwm. The e.ausn! (If!'peL is (lxel'eiscd Llll'ough the hog-eorn 
priet' !'atio, tiS shown t'llrli('l', but the basic eontl'oLling ekment is the 
supply 01' COl'll; the t.otn.l weight of' hogs pl'Odllcod (measured by the • 
total liYe weighl of the feder'ally inspoctl'd slaugh tel') follows thl:' 
quuutity of eOI'll produced fiS elosely u.s tho in te I'\l iLl chn.racto1'istics 
of hog pl'Odlletion pel'mit. 

The basic problem, then, is to control the supply of corn, which 
fluctuates ehi('[Jy bCCllllS(' of ehallges in yield pOl' acre (fig. 3), The 
f1uet.uations in yi('lds result chiefly from changes in the weathC'l'. 
No way hus .vot been fOllnd to stabilizo the wel1t1101', so tlH' next best 
course is to slabiliz(' the quantities of corl1 n,vailable for consumption 
by withholding the excess ovm: n,vel'llge yield, in big-crop yen,rs, and 
cnrrying this cX(,C'ss ovC!' to short-cl'Op years. Storing till' exCess over 
lwcmge yi('ldis a good wu.y to smoot.h out lllll,t kind of f1u('tutl,tion, 
be('nuse !l higl1 yield is usull.JIy followed by II low yield within a fo\\' 
Yl'Ill'S, llnd the storugl' stocks ol'dinl1,rily would be used up before 
ddcl'iorn.tion or stomge costs W01.11d become excessive. 

STOI!AGI': PnOGHAlIlS IN ANCIENT TIlIIES 

11nny people in Lho United States think of the Ever-Normal • 
OI'unlll'Y ns n modern idea, original with us, ex('C'pt fot' Joseph's 
\'(\/1 tUI'C wi th tIll' stol'll,g'e of gl'ain from tho 7 fat yeal'S to the 7 lel1ll 
ycal's in till' time of the Phnr'oahs. Storage pl'ogmms on a, In,l'gp 
so('in.l scalC' were in opel'll.tion, however, many cOlltul'ies before Joseph 
was born, find tlll'yhn.vo n,ppcar('(1 in mllny difl't'I'ent countries shlCe. 

Egypt WllS 11 gl'IU1Hl'Y fOI' starving people for hundreds of yoars. 
liAs (nl' bnek IlS the fifth dYllllSty in l~gypt, which histol'jans place Ilt: 

2830 B. C. ul the Iatesli, thero was inscribed on the tomb of the 
Nomal'ch HE'lIku 'I was lord nnd OVel'seel' of southcl'll gmin in this 
nome.' [Nomn.reh wu.s Lhe title for the chief mngistrn.tc or u. nome, 
a. Pl'ovinec of ancient ggypt.j In the book of O('JlC'sis 12 there are 
VIlI·iollS .I'('fl'l'cl1(,('S dating bnck to (:11(· tinl(' of Abl'llhnm, to the fact 
tllllt l];gypt Wu.s n gl'nnn:I''y whoro nIl peoplc WOI'C s1lre of [jnding a 
plenteolls stOI'O of COI'l1." 4 About 1700 B, C, Joscph stored Ol1e

, I..ACI" "f.,It)' O••'oon ri"!l'iTHOI, 1ll'IUNG f·OHT\'·~IX m:NTlllm:s, Ileprin!. of 1111 nddress before the 
"\grl('lllturni History Soeiet)', WtlSitingt(]u, D. C., Murch 10, 1922. Bur. Agr. Eeon" 20 pp. [Processed.}
See pp.l, 2. 
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fifth of the crop in yenrs of abundance, thus carrying the people 
tlll'ough years of famine, He used grann.des similar to OUI' ele
vators, "The outstanding result; of the Egyptian control of the 
gl'llin crop was a system of land tenure by which the land. brcnme 
the pl'operty of the monarch, and wns rented from him by the ngri
cultuml elnss," 6 

The Chinese were also well versed in the pmctice of storil1o- grain 
from good YOltl'S to bad, It thousnnd yen:r's before Chl'ist, "'7]lell I.Ji 
K'o b('cnme the minister of Wei hc pointed out how high gmiu prices 
in yeurs of ShOl't crops hurt consumcrs, and how low gmin prices in 
,Yen1'8 of Itu'ge crops hurt flLl'lners, He thon wont on to say: 

"Those who wnnt to equalize Lhe pl'ice of grain must be careful to 
look ut the crop, ,," In years of 'l'ood Cl'OpS, he sltid, the Govorn
m('nt should bny up most of the stJrphls, n,nd sell it; bn.ek to the people 
in YNU'S of poor crops, "", the GOVl1I'11111cnt contJ'ols the exc('ss of 
supply in n, good yenl' in OI'del' to meet tIll' demand in I), bad year." 0 

The Same policy was followed by .Meneius, who lived 1'1'0111 372 to 

• 

289 B, C. 


'rho 111\.1110 JBver-N"ormll.l GrHnnry applied (.0 the present-day stomge 

progl'l1111S wns udapted from the records of tim!' elll'ly Chinese era. 

"The principle of equalizing the price of grain ndvocated by Li l('o 
and }.:Lencius wns ndopLecj' into the systeml of 'constantl":' normltl 
o-rUJ1Iu''y.' "(5) The Chinese found thn,t this system not oilly bene
fited the people but thn.t, more thll.ll onCe it WitS administered ill 
sueh a WHy as to make mOlley [or the GoYel'l1J11ent, The difficulties 
of ndmillistCl'illg the pl'op.;l'I1ms were admittedly gl'ent, 

In A thons nnd H.omo, for several hundl'ed yenl's beforr Ohrist, 
attempts were mn.clc to control the quantities and pl'icos oj' gmin. In 
mOl'e I'('('ont Limos, the Government of Indiu, ill] 770 and ngain in 1886 
tried to J'cgulnte n,nd stabil;Jlc the mnl'keting of grnin in Bengal. In 
England, the [n.mous com laws, ft'om 1804 to the time of their repeal 
in 184G, eonsLituted 11.11 n,iiticmpt to stabili%r gmin priers, 

• 
111 11101'C 1l10dpI'n times, th(1 Brazilian eof!'(1e-YillOI'iJlll.tion seheme, 

the tobueeo monopoly inF'mnec, the ChndboUJ'ne sugaJ' plnn, and 
man,}' otlll'I'S- -~to say nothing of the Unit.ed States Federu.l FaJ'm 
Bounl a]J(1 its stlLbiliJln.tion oporations in the en,rly 1930's-m'e ex
nmples pel'hnps more of pl'ien-raisillg than of supply-stabilizing plans 
(8, p. 37').i But they wel'e nil of similal' nu.tul'e. 

Enough hns bC'Pl1 said in tho PI'f'('rding brief histol'iC'al skrtch to 
bl'ing Ollt; n sigllitiell.nt point: }.;fod{,l'n stnbili%u.tiol1 pl'ogm,ms are not 
Ilewfnngll'd sei1l'm('s of IL selt thn.t \\'('1'(' IIIWO I' hellrd of bdorc. They 
ILI'C the ('.lJJ'I'('nt veJ'sioll of mll.n's .lollg struggle to eontrol the supplies 
n.nd pl'iees of his food nnd fibel' n. stl'uggle that has continued fl'om 
time imllH'll1ol'iul to the pl'esollt and will no doubt extend well into 
the futul'e, 

])EVEI_OI)~!ENT 0]0' '1'1.11': AAA EVlm-NOIIMAL GIIANAIIY PnOGnAl\l FOR ConN 

The Evel'-Nonnal Grnnal'Y pl'ogl'H.J11 of the Agricultul'al Adjustment 
Administl'ation for col'll can best be undel'stood ill the light of its 
de\'e!opmeIlL, 

'LAt;'-, MAI'Y A, roo\) CONTIWI. IlUlnNG FOHTY-SIX' CENTUlnKH, (SOl! rootnote 4,) P.3. 
• LACY, 1\'1.\1'" O. mOil l'ONTHOI. \)1'HIN<1 YOHT\··BIX r~:NTI'lngB. (S,'(' rOotnotl' .1.) PI'. 4~5. 
1 Jt:nllJ:-iSTJ.:n, I..lYN:\ nAll!;Jo~Yt H(,II.\ n ..:N, 1.Jl-:O .J., ANIl LYNSln"', l\lYI~lt. AI1IUrUl.TUltAl. JlJUCJo;"~UJlPonTJNG 

• 
MEASt'HI-:S I~ }o'OlliCION C()\'NTllIICS. Bur•.Agr. II:colI. 1."()J'lllgn Agr. 81'1'\', (." H. fiO, 21H PIl. 19:12. [Prot'cssed.] 

LACY. l\IAJty G., lIAXX.A\"', AN'~JI~ 1f" auel DAY, J~MII.Y 1'!' l'Hll'g "'I XING U'''' GOVERNMENTS 424 B. C,
11126, A, v, Bur. Agr. Ecou. Agr. J~l'<)U, lJilJIiog. 18, 140 PJl. 1Il20, [l'roCCSSl't1.j 
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The Supreme Court of the United States, on January 6, 1936, 
declared unconst.itutional the. AAA processing tax on hogs. Thu,t 
decision dried up the source of funds that had been used for making 
benefit payments to producers of hogs for reducing production. The 
AAA then changcd its attack. It endeavored to adjust production 
of hogs indirectly, insteud of directly, by adjusting production of 
com and raising the price of corn. Thflt would make the hog-corn 
price ratio 1I11fa,vomble, and would thus cut down production of hogs. 

The wa,y to udjust cor11 production was to adjust corn acreage. 
That would not, do the job by itself; yields per acre fluctuate so much 
that; total production, 1lJ1C1 therefore prices, would still fluctuate from 
VOl1I' to year. Accordingly, the AAA took over the ~Jver-Normal 
Granary"idea of stabilizing prices of corn by offering nonrecourse 
loans oil corn above tho market price in big-crop years. The Ever
Norma] Gmnary idoa was tllnt this lonn wodd put aftoor under 
prices in big-cl'op yellTs unci ('IMlse stlpplies to ncclIIl1ulate in the Ever
NOl'mt11 GmnHry, Ilnd thn,t these supplies cOllld be thrown on the 
mnrket in sitOl't-CI'OP years and prevent prices rising to excessive 
heights in such years. Tho rosult would be more or less complete 
stnbilization of supplies and prices. 

Under the Ever-Nonnal Grn.nat·y plnn, prices of corn would be 
stu,bilized at a,bout a,ve]'age levels (about equal to pJ'lces for an avm'age 
crop.) Tho ob,iective would be mel'ely to smooLb out the fluctuu,tions 
about I;hat average leve1. The AAA, however, proposed to use the 
lonn fOl' an I1ddit;ionaI purpose-to mise the level of prices, as well 
as to slabilize t.lwm, .in order to cut down production of 11OgS. "A 
good high com loan would do the job." 

Then' was some question a·s to the efficacy of I;l1is proposal, but it 
coincided with COl'l1 faJ'l1H'l's' natuml desire for high corn prices, and 
appoul'ed to be It workable approach to the problem. The loan rates 
tl1U,t were finally written into the Agricultural Adjustment Act of 
1938 were only mod~l'~,tely hi~h, a!ld it diclnot seem that there would 
be a gl'oa.t deal of chflel'once m effect between the two approaches
(1) I'educing aCl'onge and then stabilizing prices about the higher 
level attained by ficreage reduction, and (2) stabilizing and .raising 
prices by high 10aJ1s, and then reducing acreage enough to keep 
supplies from lleclIl11ulating. 

In Ile(uu\ prucLiee, the difference between the two n,pproaches 
turned out to be considem,ble; it; has raised important questions of 
policy, which are considored Intel'. 

OB,lECTIVES OF THE AAA 

'1'110 objectives of the AAA witll respect to markoting were put in 
very brond and general terms in the Agricultuml Adjustment Act 
of 1938. As stated in tho decla.ration of policy, they were: 
to assist in the market:ing of agricultural commodities for domestic consumption 
and for export; and to regulate iuterstate and foreign commerce in cotton, wheat, 
corn, tobacco, and rice, to thc extent /lccessary to provide an orderly, adequate, 
and balanced flo,,' of such commodities in interstate and foreign comlllerce through 
!learnge of reserve supplies, lOlLlll', markctillg quotas, ltssiRting (armers to obtain, 
insofar as practicable, parif.y prices for stich commodities lLncl parity of income, 
and assisting consumcrs to obtain un adequate and steady supply of such com
modities at fair prices. (25) 
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CON'l'ROLLING CORN AND HOG SUP.PL1ES AND .PRICES 

LOAN HATES FOR CORN 

The busic !'{\,te for 10311s on eorn laid down in this act was 75 per
cent of plll"ity. 'fhnt figut'(· "'us, howevet', to be subject to reduction 
accol'(ling to the size of tht' CI'OP ill that (TOP yelll'. It was to be 70 
pet'cent of pn.rity, if production exceeded normal consumption nnd 
exports by not more thnn 10 percent; it WIlS to be 65 pC'rccnt of parity 
if production exceeded consumption between 10 and 15 percent, 
and so 011 down to the lowest figure, 52 percent of pnl'ity, if prod'uction 
exceeded consumption by more than 25 percent.s 

OIl :Mny 26, 1.941, Congrl'ss changt'd the bnsic rnte of 75 percent by 
an nUH'ndmen t to the net It set the loan rntes for the 1941 crops of 
eottoll l eorn, wheat, rice, !tlld tobncco at 85 percent of parity.9 The 
!UlH.·ndment boosted t.ll(' loan rate fo\' eorn [rom 61 cents a bushd 
to a hypotJI(·ticu.1 71 Cl'nts. 1O 

'I'hl' 10/1,11 l"n.tl'S that W('l"l' St't I'nch ypar ilnd the prices of corn at 
0hi('ilgo by months, for compnrison, IlT(' shown in l"igu1'e 6. 

QUANTITIES O,F COHN STORED 

It is obviolls tlin,t tlw ]oan riLt(·s offered littl(· induccmrnt to farmers 
d1.lrillg thr drought YC'l1rs, H)34 iLnd 1936, whrll com pricps wert' far 
highe\: tho,n til{' loan 1"tl,tes. III the other years, substantial quantities 
of corn W('1'(' put into t1l(' EW'r-Normnl Granary. 'I'n.bll' 3 shows 
tli(' nurnlwl" of bushels scakd ('aeh Y('nl' ull(jpr tIlt' program, also the 
Ilumhc'J" of busIH']S 1'C'dN'nwd by farmers N1Ch y('nr, nnd til<' quantitit's 
not rl'dp(,U1('(I-tliat is, till' ntllnbt'r of busht'ls ddiv('lwj to thl' lonlling 
ng~'llcy, tilt' Commodity Cn·dit Corporation. 

The qUfllltiti('s of ('om und('L' SNt! (owlIl'd by fUl'llWl'S) al\d til(' 
qunntitips o\\rnNI by tile Commodity C'n·dit Corporation OIl Oetober J 
l'nch y('ar Iln' ~hown ill tnblt· 3. 'I'll(' totnl Gni tNI Stntt's stocks of 
corn ()PtolwI" 1 nrp showlI in thl' Ins! ('olufllll of that tnbll'. TIl(' 
totals illeiutk tht, t'omnH'l'ein.l sL(wks ns ",PI! ns the' stocks on fnrms, 
nnd titt' eom UtldC'I" El('al nlld mnH'd b~r til(' Commodity en·dit Co1'p01'I1.
Lion. 'rhl'Y fil"(' ShO\I'1I ill gmphie form ill figur(' 7. 

, 'J'ho sch~duh' in (ull ill'tnil follows: 
. ned) 'rtu,' l 'orponl~iollls.djrl!l·wd to WIlke u"nih1blc}otlIlS upon c{Jr!l~Juring finy IIlnrkt.'ting YP!lr beginning 
111 t')(I Cllll'IHlnr ycnr IJ1 which tlw NO"('JIlht'I' crop t'stlmnLl.' for Corll IS 111 t..'Xl't,'SS QC t\ nOrInnl ~~eur's dom~stiG 
consumption llnd l ...~portS, 01' ill llny IIIUI'kt'tiJl~ ),('111' wll(lu on ~o"eIllh(\r 15 the. form pric~ of (."{)ro is below 
7fi ()(II- (~ntlJm o( UI{.' Jlnril)~ pril'C', nt. the fol1owillg mt~s; 

''is pl?r (:t'utUJII of slwll purity prit-v if ,;ueh t'stimnt(' dOl'S nuL excl'l'd n normnl ycnr's t.:onsumption uncI 
l'xports nnd tilt:' (unll pricl\ of corll is IJillow 76 Pt'( (''CULUIU of till' parity priCQ on Nov("'mQt'r 15;1470 IW1" t't.)utur" of sueh pnrity prk(' if s1J(~h eSUlllilf(i t.'x(:t:'l'ds u normnl y(lllr's domestic (.,'QnsIlJJlption and 
l'XPOftS by uot mon- thnn 10 per cl'ntulJI; • 

"05 P('I" CttutUIJ1 of such purit.y pric~' if such ("stimuw t1XCl'('US n uormnl ycur's domestic l'Qllsllmption nnd 
1.'4tports hv morl' thaJl 10 plar Cl\lllUlIl ont.! not IlIon) thull 15 pf'r ('tmtum; 

HOO pt)r"'{,'llllltUU of such pu,.ity prit.'~ if :;uch eSliJllnH~ ('x(~t.jed~ n normnl year's domest.ic t'OnsllUlption "uri 
I..~Xpon$ hv· m()r(\ than 15 pt.lr Ct'"Illlun and not IJ1()I'I,\ tlinu :!O pt"" Cl'lltum; 

uS5 pl\r~t..'tif1tuU1 of sUt'h parity priCl~ if sitch l'sLiruuh' pxe(I(lds n 1191"mnl yt'ur's UOlUcstic consumption ulld 
t.',lIHJl'ts tn' UlOn' than 20 r)(lr eeutulI1 tllld not mOre t.htul ~5 1)lII" Cl'l1ttllu; 

Hfi2IWI~\"'.'Jltnm of such parity price if sueh cstimah' (lx(~'(I{ls n lIonllal yt.mr's rlonlcstic consumption l!utI 
(IS ports lJy more thnu 25 per t.~ntulJl/' (25. 'P. 48""'4.$.) 

"'\1\\1 't'hl' ('lllllIllOllhy ('f(·t1lt ('nrpoflltion is llin'cll'" U) IJlllkl'lIl"1lilublc upun the IUH crop 01 the CtiUl
tltudh it'S COHOll, (:oru, \\'h~~Hf" ritt', or wbncco, (or \\'hil'h protluc("rs IUl\~(" not distlppro'~eJl ntltrkl.'ting (Illotus 
for lilt' I\l!lrk\·t.ill~ ),l'1lr brginllilll; in 1111 I. Imllls liS lollows: 

H(U) Iro coolwrlllofS ({'x:,'('pf. C()Olwrutors OIJtsiti(l 111(1 COll1l1ll'fCiul coru·pmduciug- urell, in thl> CHS~' of COfU) 
ut thl" rnlt\ or 85 I)\."'r t~nt\lm of tlw pnrit:>f prit'(~ for thl~ cOllnllodity ns of t lw h~ginllin~ of till' marketing yenr; 

"(b) 'ro COOIWrHtors oulslcIl' th,' comllll'r('ini corn·producing nn1u. in th(' ense of coru, llt th~ (ute of 75 per 
' .... IIl\lm 01 lh~ l1It.~ S)~citll'1I in (a) IIh.,,·,,; 

"(cl 'Po 1I(J1ll~()OIH'rt\h)rs (('XCllpt nOIlC()0lwrntors outside tim commercial corn-producing: urea, in lhl~ CJlSt' 
of cornl lIt till' mI." (II no )~r C~ntlll1l of th<' rllt~ S)lI'ci!!I'd ill (II) IIbo"l' lind only 011 so milch 01 thl' COllllllollity
liS W(lU d hI' sllhk~t t.o (ll'lInlLY if I1lIlrkrl"'I." (26). 

10 '('!w rt\t~\ wt\s h~"ll()tlt\\t k'l\I, hN..1"US(' it wl~'H~mlllH1t(,'d 011 lhu bi\shH)f Uu.' Al)rilllrk"~st)f the goods farmers 
\tuy. 'I 'It" /onns w~n' to U" 111111'" only on til(' 1011 crop. \)m\'l.wr. llnd tlH' prit<'s or til(' goods furtners buy 
wer~ Ukl'ly W hl\\"l' dll\!Iged from lIwir "will\"n'ls h~' till> lInll' till' corti croll WIIS 1\I\r\'cslcd ill tim InU-in 
tht) \\<'ords of Uw tUlH~n(hul'ftl, "us of tile ht.'Rinniug of the wllrkctiug YCl1r~" 

.J~- ~,3 
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The figll]"('s in tnb]e 3 show that cnl'C' must be lIsC'd ill dC'nling with • 

such questions ns: How much com is in thE' EVl'r-NormnL Granary? 

nnd Wllllt should b(' thl' olltsich·limits oJ size of EVPT-Norma]-Grnnary 

stocks'? It must be mllde ell'ilr w1tC'ther the qllC'stion ref('l's to (1) 

th(' qLmntity of eorn OWJwd by thl' Commodity C}"Nlit Corporation, 

(2) this qunntity plus thl' eorn that is 1I11der sC'lll llnd still OWJwd by 

£n1'n1('("s, or (3) the totnl numl)(,}" of bughpls of eorn in LIlt' COUll try, 

rt'gnrdl(,gs of who Owng Lhl'nl. 


CENTS 
PER 

BUSHEL 

120 

100 

80 

•60 

40 

20 

0 

1928 


YEAR BEGINNING OCTOBER 
eAt:' 39413 

FIGURE 6.-LOAN RATES FOR CORN, 1934 40. AND CORN PRICES AT CHICAGO BY 

MONTHS. 1929 40. 


TI1f' pril'l'" Or CUl'Il Ilt Chicago \\"t'i't' 11I1I('h high(·r tltllll til(' lonn mtt·,; durillg the 

IIHlrkl'(illg ;;PIlSOII,; rol' tit!' J0:3.1 lllld ID:3!ll'l'Ops, when til(' crop'" \l'1'f(' \'('ry slllull. 

III l'('cl'lli }'Pllrs, thp Illllrk(·t pl'iC('" hn\'p ranged clol'er to the loan ratps, 


T.\BI-~; 3.- Com lOlln dllla, by orifltl/al loan 7J},O(INWlS, .l[J8T--.fO. QIICllllili!!s sealeei, • 

rl'i/(,('/lIrti. (md tic/[('('rcd /Iud!')' c((el! program 1 


t/lhllllity of e"m ()~t. 1 
()('li\'i.lrt'(] to 
( ~outlnodit~~ I ()wlll'd by 'rotal('rr'dil {'or

(~otluuollity \'uilt'dporttlinn Cn)tlit ('or SlilleS 
pnrntioll stoc'ks 

1037 47, 117~ lOti 7,U,\1l.·IlH :1~.1:1I1. ,Ill Gil. 2'22. {XJO
l!l3S I 2"2H. sa.s-~ 57,1 1\j.2"'I.Uhtl 1:~rlt VOS, 'jWi 30:!. O'J:J, 000
1D3U I. :I!ll.~:l(j.~ml 102. 05."i. ian 110. 7mJ, 0\12 i. 12"1. ~lifi 5S2, ;;'1:1, 000
WIO•. : wa. I~i. 1tJ7 3:1. \lS:I, !!'~I I, ,·11/ IOi. 22."1 75." nOI. 81H. 000lOll 1';0. (~"l. ~(H nal, 755, 000 

1 LU3.~ utili luau Corn fl's~'ntt'fl in I{I·IO wa!' ('IHlllllilll!it'd. ntHI Hit n'dt1mpl ions nnd ddin'ril's of such resealed 
("(JfU [In' shuwn tIIuitlr tlU' lUau prnJ!rnm. 

Off,ll) I>i\'hdon. ("nUlHludity Cn'(fil C··urpllrHtiull, H~ tiC Oewht'r :!f)~ liHI. 

Tll(? total stoeks of ('01'11 htlx(' l'isPIl to III I'g(' ligul'l's in re<'('J) t VClll'S. 

Stocks On Odolwl' I, H140, I'('udt('d nil 1111-lfllll' high. Sto('!~s itl1936 
were nbOll t e~llwJ to lilt' a.v('l.'llg(' of lh(, prl,yiolls 10 or 20 years. The 

• 
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CONTROLLING COHN AND HOG SUPPL1ES AND rmCES ] 7 

'" fl'ee supply" in the yellrs sill('p 1937 hilS bN'n n bou Leq unl to normal 
total stocks fol' the sizps of tllp ('01'11 crops in Lbose years. The corn 
und('I' "efil find lwld by thp Commodity Credit Corpo\'ll.tioI1 represents 
fipproximnteiy the extra quantity of ('Mn (':lITipd over fiS n, result· of 
till' ('om-loan progrilm. On Oetoher I, Hl40, this nmoul1tc·d to nendy 
500 million bush('ls; on Oelobl'l' 1, 1941, it WfiS about 400 million 
busil('ls. 

BUSHELS 
(M'LlIONS) 

Total {IOw"d by G G G 

t 
700 carry-over Under seal 


OcL J Remainder of carry-over 


600 I 

500 

400 

300 

200 

100 

o 
1938 	 1939 1940 1941 

SA..... 'l~"B" 

FIGURE 7. 	 TOTAL STOCKS OF CORN OCTOBER 1.193640, OWNED BY THE COM
MODITY CREDIT CORPORATION, UNDER SEAL. AND "FREE." 

• 
. \11 ill('I'PIISil1),( proportiol1 of til{' Hlol'll!-(' of COI'I1 011 October 1 t'nch year hn.~ been 

plnt'pd 1111<1('1' 10HI1 01' d('lin'l'l'd to till' Comlllodity Cl'cdit Corpor:ttiol1, sillce the 
short !'rops of 1!l3·1 and Inan. TIlt' qUllntit.,- of "fn'c corn" in October 19'10 
Wtls Hlighily 1111'1.(l'I' t,htll1 the Iwcragl' ellrry-ov('r befor(' the droughts. 

":FFECT OF LOANS ON' PHleES 

Tht' 1l"Pt'llgl' prie(' of ('OI'Jl nt Chi('\lgo WIIS knn'r Own tIl(' loan rn.tp, 
from thl' lIIiddlt' of 10:37 011. '1'1\(· qlll'slillll WIIS fl'('qllPl1tly I'n.ised: 
"Would till' pl·jc(' of ('orll hlt\'l' bl'1'1l l'( ill 1<1\\'('1' if I hl' JOlIll bad Ilot bC'l'n 
n.vnilnbl(·t .Ill olll('r words, did til(' loulls rai::;!' (hl' pri('l' of ('Ol'll nfkr 
II):r;? 

'I'll(' st.atistical ('ot"lI-pri('(' 111111 I~'sis bn.s{'ci Oil til<' yl'1I rs 1!)~ J 22 to 
1!I;)7 ;)R (fig. R) indi('u('s thaI if 110 ('orn IOHIlS hllcl IWl'1l arnilllbh., 
til(' u.,·(·t'ng<' fllrlll prier' of ('OI'Jl 0\'('1' till' UniU·d St:l.ll'S would han' b('('/1 

nhout till' SHmp Ill' it Will' ill til<' ('01'11 Y<'lIr O('lolwr 10:17 to Spptt'll1l)('r 
JDaH, thM it would hn.,'!' 1)('('11 nbolll [i ('(,lIts lowl'r in 19:3S..-39, 1I.lld 
abou tiS ('I'll Is lowl'r ill 10:3!) ·10 nllt! 1\)40 41. tn OUIPI' words, thp 
(,01'lJ IOHIIS rnisl'd llll' l!lliLpd Stllll'S Ilq·ruge I'llI'm pril'<l of COI'IJ ('IH'h 
ye'n!' by those' HIl10lllltS (til.blp 4).11 

11 ~ehj.s ('(HJ('ltl~lou n~r('t\!,\ dUSl'ly with tilt' (IUlwlusiun n'ut'lwd hy nthl'r t'('()Jlollllsts working On priCt) nnnly~ 
sis in th(t 1)(lpnrllul~nl or Agrh·ultufI\. tl'h('Y un- ul$O inn'SI igntiu~ tlJl' l'fTt'('lS flC Uw 10l1n 011 til(l totnl in. 
(,'Olltl'S or C(lrl1 JlrudlH"t'rs. 1n sonw 10('Hl ar('!lS, elf COllrS(\, t 11(1 pIT,'('ts of I hr I(u)u mny ho \"(" lwt'tl J.!.n~ntl'r t.han 
th", tl~l1n\s l!h'eu, alld in utlwr on'nsf It'l'l.<i., 'Tht' fll:!un's Hin'll un' l1a' n\'cragps for the Uuitc\l ~tt\t\!~ as t\ whole
and do not inclUde 11IIQwSUCiI for unredeemed COrti at the appropriate loan rates, . 
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FIGURE 8.-RELATlONS BETWEEN THE UNITED STATES AVERAGE FARM PRlCE OF 
CORN DECEMBER-MAY AND (Al TOTAL UNITED STATES CORN SUPPLY OCTOBER 
1 (8). PRICES RECElVED BY FARMERS DECEMBER-MAY. AND (C) NUMBER OF 
ANlMf\L UNITS ON FARMS JANUARY " 1921-22 To 1937-:38. MULTiPLE R.O.965. 

The clots for 1!)3!) ane! 1!)40 in C lie about 18 ccnts aboye the line. showing the 
(lv('rugC relationship (lr ('01'11 pri{'l'l; to th(' t hn'e factors nwntioned. Presum
ably thi$ shows the inllucllC(' of t:Jje corn (OUIIS in those yeurs. 
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CONTlWL~I..t"G COHN AND HOG SUPPLIES AND PlUCES 

TARLE 4,-Faclors delermining Ihe Uniled Slales average farm price of corn, 
'921-40 

------,,---~"~,~,----- --~------~~------~-------

Averngc lud('x numbl'rs I 
Unlt.ed StllLl'S 'Potul corn t~[\·J:f~~Srn~il~w Feed gr!lin ani
rUTnt price of :;upply Octo- ers l)cCt,;1Il1wr- mal umts JUIl. corn Jll'r husll(>l, ber I , 1\(IIY (August II of 11I'Xt yenr'

1)1)L'(!mheT
ilrllY I Hl09-July IUH I 

=100)' 

" '-- 'I 

Ce""ls .IIillioll IJ/l~hd.~ !' ' .\filliOIl
1921 ;)2.0 'J ()UO 121.1 las, 7
102'2 ;4. V 2: uno 14:1 H.~. 9
19'23 71i. () :!,OOO 143 143.2
1U21 IOH.2 0) 390 15:1 138.7
1925 liS. 0 2: 000 152 133. (i
19'26 60.5 2. S!?5 1:l3 1:15.5
19:!7 S5. () 2, S33 148 140.5
1U2S 8,1. :! ~,757 I ].15 137.0
192U 77. '!. 2. tlll!1 f 140 1:1,5.8
m30 liU.·1 134,9
1931 32.., ~: ¥.l~ I ~~ l:m,5
1932 2·1. 2 '1 "0" UO 14·1.5 
IO:!:! ,1r..7 ;,' =S6 81 14:1. 1
IO:H X'1.11 i: Ti18 108 I~>Q. :1 
1035 55.11 2. JOU 107 12:1.1
UI:t1l 107.6 1.1187 128 122.S 
193i 51.5 2.718 US 121.6
\!13S ·i:i.O 2, {l25 H2 127.3
W3ll ;'11.0 :!.IU2 (!S 138.,1
l\j.j0 ';'.11 :1,1014 Hkl 132. U 1 

I \'sln:n HT,\TES lll'ln;,\l' (W AnItlCHI.Tt'ItAI, l~coNO>IIc." AUricultural Stllt/.Vt/C' 1940 (f4. 1'.55); "nd 
G'roP' "wi .\{arket.T 1935 (23,1', 530),


'Pufl ~"·luli.'itit:.v, It~dS·SllJI.~. 5:1 I'P., ~'Inrcll IU-II. IPrOC(lSSlld., See p. 11. 

~ Awirulll/TIII S/l,wlio/l (£fl. 

4 eXIT1-:» ST.\T"!~ AnHlCPI,Tt'ltAI. i\1AHKJ.:TlSH ~l-:ll\·ICE. I.IVESTOC", )IEATS, ANI> WOOl.. MAUKET ~T."TIS

TIC8 ASIl 1t~:~An:1J !lATA 10,10, 1071111, t!1·11. Il'r()l~'sse".J Sec]l. 7. 

A q ue"tion ofi n t,l'I'pl·C'tation Iwises. If the com 10allS had not 
raised eOI'll pricl's ill thl' yeal' J0:38:30, mOl'(' ('Ol'll would hn n' been 
(,OI1SUllH,d in 10:38· 39 and mOl'p lin'sloek would 11n.,'c been produced 
nnd ilold at lowl'r pri('cs Litn,!' year Hlld the II ext. l:I:oWP\'N, less corn 
would hu,\'l' bpl'lI el11Til'd OV(,I' to add to Lhe' su pply alld (kp['pss corn 
pri('('s titl' Ill'xt yellr, 103n-~40, Bimilll,rly, if till' high loan rate in 
10:30 40 had not l'aisC'd pri('('s n,nd rNIllcr(\ the' eOllsllTllption of COI'1l, 

mOrt' Ii \'('sloek would hll,\'C' 1)('('11 prod ucpd to add to thl' ex('('ssive 
supplips lllld I'l'du(',(' livl'sto('k priC'l'S fUl,thel' below tIll' extn'lllely low 
pri('l's which did Pl'(·\'nil. At till' sanw tinH', less ('01'11 would hl1,,'e 
bl'l'11 {'ut'ri('(\ (lV('I' to add Lo slIpplips and depress ('01'11 pri('('s tIll' Il('xt 
.\'(\HI' , IU4 0 ..41. I I' lh('l'(' hnd bl'l'll 110 loan I'nisi Ilg pri('('::; in the earlier 
Yl'lll'S, Ii n'st.o(' k fn l'Illl'I'S' i Ill'OIll(,S would hn.\'(' IH'l'n Slllidlc'r, hll t tlw['e 
would 1m\'(' bl'Pll l('ss .!l('('d for l\. loall (,0 support eOI'll pl'iel's in the 
IHlpl' Y('llrs. Pri('('s ill t.ll(' laU'l' YPlll'S W('['P dPPI'l'SSNI partly because 
lh(, loulls llllld(' in Lhe elldil'l' ypl1rs had misl'd pl'iecs, r('ducNI consump
tioll of (,Ol'n, lLnd in('I'('llst'd Ow {,1l.l'l'Y-l)\·('r of eOl'n t.o those InU'r YPit/'S. 

Spl'eifi(' figures mn.y elfll'ify lh(, point. ThC' total carry-over of ('om 
011 0('[01)('1' I, '940, WIIS lH'ndy 700 million bllShds. ..,\ normal CII1'I'Y

on']', ill view of Lhl' sil'.(' of Lh(, 10:30 erop, would 1m\'(' b('el1 a little 
ullder 200 million busl!('ls. Tho corn loall that mise(\ priel's 18 ccnts 
in 1980 ..40 wilhh('ld fl'om llUll'ket nearly 500 million bushds in 1930
40, Othel'wise, most of it, would 11Iwo bel'n consuIl1C'd in further expan
sion of li\r('sto('k produeliol1 find this would havC' d('p['essC'c\ livestock 
pr.iees furthpl', ~Phus th!.' lonll nddc,d nbout t.hnt qUH.ntily to the total 
supp\.i('S 1'01' thp Il('xl; (,I'op-,nl1['.li'igul'c 8 SllOWS tltn,t the addition of 
500 million bushels to tho Lotal supply of COl'll depresses prices about 
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17 cents. 'rhe Ionll in 1940-41 thnt l'nisecl prices of corn 18 cents • 
rnised corl1 pl'ices only to the point where they would hnve been I1ny
Wll,y if there hild been 110 tonJ1S in PI'(WiOllS yent's afrording protection 
to corn prOdUCl'l'S from low COl'll priees and to iivt'stoek fanncl'S from 
low incomes which would JuW(" resulted from further overexpansion of 
livestock pl'oduction. 

Spcnking of ('orn sHppliN; ilnd eorn prices nIone, the situation may 
be ('ompul'ed to thnt of II, Illall who stops 011 UH' p1nU'01'lH of n, w('igiting 
sCllle, and then tnlH's 1lold of n bn:r 0\,('1' his hf'nd alld lifts all his wl'ight 
off the scnies, tllll" "sllppOl'Cillg (,lit' point('I''' until it ('('gistel's zel'o 
ngnin. 1'11(' poinh'r would 1111.\'(1 I't'gistl'/'('d ZP/'o if 1\(, had not steppNI 
on tlH' 8Clli(' ill Ow first piU.('l', The pxplnnntio/l gin'n dOl'S not detrnct 

1941 COMMERCI"L CORN-PRODUCTION AREA 

• 

BAE 394S8 

li'lOOItE D,-The cO/llrnl'I'cinl com-producing :trClL shown within til(' »haded outline 
in the map includl's Ill! cOllllti('s in whieh the :wel'ttg't' productiol) of COl'll is ,150 
bushel~ OJ' 11101'(' pel.' faJ'II' JLlJd 'I !JlJsh{'l~ 01' lIlore foJ' r'llph aCJ'e of farlll lund in • 
the CUlIllt.y, 

f!'OllI til(' rnltlC' nlld the /I!'('('ssity of withholdillg suppli('s by 10:U1S or 
otil('r /lI(lnllS, 'J'hnl must 1)(' dOIlt', 0/' :mppli('s ('ollid /lot bt, sln.bilizl'd, 
unci. sLoeks('ould not b(1 11('('llllllllutpd to fill ill wlwl1 short crops corne, 
~L'h(' llHlII /.H'l'c/s to 1)(' stllllding 011 tl1(I scul('s, and liftillg his w('ighL off 
it, in of'llpl' to bc on tl1l' spot ],(,lldy to [l't go !lnd b(,111' his weight on the 
scn.les whell(,\"C'/' (h(, poin{(I/' Il('gills to /'('giStll /' minus qURntiti('s, Only 
if stocks i)('con1l' lurgf'r tilll,1I 11('('(':';8111'." for stnbilizn.t,ion purposes does 
the (;."{plalHttion rnise nlly qup;;lion eOllclwning the program, 

'rIm LOAN-HAirE STRUCl'UltE 

To simplify lIH' nclrninistrntion of the .AAA p!'Ogrnm, the adminis
trntOrs oul:lill('d whnt:. is cnll(,d 111(' "eomnH'/'cinl corn llrea" (fig. 9). 
It includes those counties in which production of corn pcr farm is 

• 
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CON'l'HQIJLLNG COHN AND HOG SUPP.LLES AND ?lUCEiS 

lllrg(' enough to wn.rTant including thr county ill the administrative 
mnch i nel"v.12 

The Agricultul"nl Adjustment. Aet of 1938 specifir(i lower corn-loan 
mtes for flll'llll'l"s in tl1(' rommen'.inJ eorn nl'ell who did not coopomte 
in the ltC'l"t'ngc-contml progrnm, n.ne! for fnl"l1wl"s outside' the commel"
einl COl"l1 Ill"en.. TIlt' mtc to nOllcooprratol'sin the ftroa is only 60 
porccnt of thr mtr to coopcrfitors, fwd Lhe rfite to coopemtors outside 
the firon, is only 75 pcn!cnt;. Difron:'ntials in loan rntrs, "ns the SCCl'e
bUT of Agl'iculturc pl'escl'ib('s," al'c also providcd for in the fict, for 
dW'erone('s 1n gme!C', type, stnple, and qunlity, 

Nothillg issllid 11l the aet, however, about geo[Jl'a]Jhical difl'erentials 
in loan rlltes for any eommodiLy (aside from the difrc'rential agn.inst 
pL'Od IICOI'S ou tsidr the commPI'('inl corll n.I'pn, n1l'n tionod). Tho AAA 
Ildlniniskntors WPI'(' 1(,[( fr('(' to estnblislt n. flat rntp, 01.' to lise difl'lw
entinls aeeordillg Lo locntion, liS they ('hosp. In t,hl' ('nso of whent, 
the AAA ndministl'lt\ol's estnblisilNI gc'ogrnphil'lI.1 di()'('I't'llt,in.ls in lonn 
mU's, bns('d IIpOIl ('osts of (rnnsportntion. In tiw ense of ('otton, flat 
loan I'utos weI'(' us('d /1,t first; but, bpginnillg with Lho 1939 erop, geo
gmphien.lly diffpl'('lltinLPd 10l1n nl.[(\S \\'l'I'l' introduced, In the cns(' of 
(,Ol'll, n. flat. 1011.:' rn.t.(' wns ndopted ov(,1' fill lhe eomnwrc.iat COI'l1 IU'efi, 

Tll('l'(, \\'(,I'P SOIllP rPllsons for I\,dopting this flnl lonn rnte 1'01' corn. 
About 90 pCI.'cont of the' eOl'n crop is fed to livestoek, and the geo
grn.phien.l ('01'11 pl'ieo stl'lletul'p over the (,{)l1lll1pl'eil1,1 corn arcn, is not 11, 

simple OIlP bnsed oniy on tl'l1.nsportnti~)J) costs of com, It is mOl'e 
nonl'ly fin.! thnn Umt. In Ilddit.ion, eorn mov('s in difrcl'Cnt q 1111 llti ties 
nnd ill sO:11p\\'hn,t difl'(,I'pnt direetiolls from .\,pn,r to year, so t.hll,t oue 
fixed sot of difI'PI'('lltillls mighl not do for diffC'rent yours. Under t,hese 
eonditions, the simpli('ity of till' fln.t lonn rate hns n, strong n.pponl. 

The Jlnt 1011,11 I'n,te, howoycr, n.lollg wi th sonw oU1Pr font lIL'rs of the 
AAA program, cnwwd sorne distul'bnlJ('es in production of eorn nnd 
hogs nnd in til(' (1)('1'11 lion of the Eyet'-N OI'Il1I1J GI'IUlIl,ry. Tho IWt'I'nge 
corn-pric(' surflH'p on'I' I,h(' Corn Bdt slopl's grlll'l·n.lly upwl1l'd from 
wpst to ollsL find from nor(;h to south, /1,lld tbe f1n.t 10/1,n rnt(' proved 
mol'(' I1tu·uetiv('. to prodll('c'rs in thE' northwoslom pnrt of tho ('01'11 
Bpl.t thun in til(' south Ilnd ('I1St. Com pikd up in storngp most 
hpnyily in 10WII" Hnd produ('tion of hogs in 10wII deelin('(1 1'01' tl. timo 
rdntiV(' to p1'oduetioll of ho~s in Illdiallll and Ohio. 'I'IH's(' pfTnet.s, 
and sonl(' o[l1('rs, nl'C' dis('lIsfwd in deLn,il IIl,tor,ill th(' pages denling 
with difl'('J'('ntilll 101l,n rntps 1'01' ('0 I'll. 

UEvn:w OF TilE SITUATION TODAY 

TIl(' stocks of cOl'n impounded undel' til(' I~Y(\I'-Normnl Gmnnry 
program rose to 500 Illillion busltols by Oetol)('1' 1,1940. '1'1)(, "1'1'00 
COl'll" udded to this qun.lltit,Y mndp n Lotnl of pl'l1('tienlly 700 million 
bushels, thel!II'gpst eiU'I',Y-OY(,I' 011 I'oeol'd. TIll' loans n,PPuf'('lltly 1.'llised 
the United Slates n,vl'I'fll:~(' farm priee of corn about 18 cents a bushel 
in 1939-40 lLudin 1.940-41. 

The f1nt lonn mt.p C'llw:;ed some distul'bnncos in Il1l1l'k('ting of corn 
and pel'hnps in pl'odu('(ioll of \togs. ('01'11 pilp(\ liP in storage most 
heavily in Town, nnd produetion of hogs mn,), hn;ve declined there for 
tL time relative to production of bogs ill JndilUlIl. lLnd Ohio, 

12 Auriclll/lI,.,1 Adf'l.<imeul Art Q{ 111.18. "S('('. :101 (.1) (Al '('ollum'n'inl rorn-I,rodllclng nren' shnll include 
nil counlh.ls hi whit'lI th(l nVt1rtll!I' protiudiol1 of ('urn (ll"l'hlding: ('orn Ilsl'd os ~i n~!(l) during tlw tcn calendar 
yellrs irnllw(linlPly nn'c('dill): Ill(' vnit'luinr yellr fnr which sUl'h nnon is dctrrlllin('d, nltt'r IIdjllstlllcnt for 
IIbnorlI1ol w('IIUu'r rOlldit iOIlS, ig four hUlldn'lI lIud nfly bushels or IIlOr~ per fnrlll lind four bushels or morc. 
for ~~h 1iCI"() of f"rlll Innd in the county," (to, p. 40.) 

http:counlh.ls
http:di()'('I't'llt,in.ls
http:nel"v.12
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SIZE OF S'I'AUlUZATfON STOCKS 

Several over-all problems arc involved in setting up and opemting 
an Evcr-Nol'mnJ Gral1llol'}' pl'Ogl'lll1l 1'01' COI'Il, One of t.hc most signifi
cant is the quantity of eorn that should 1)(' cn.[,l'il.'d in the gl'nlllU'y, 
What are the outer limits fol' tht' size of tIlt' stnbilizatioll stocks? ' 

Before the propel' size of t1l(, stabilization stocks of com can be 
uscel'tn.iul.'d, a preliminn.l',Y qu('stion must be answered: 'Yhnt is it that 
is being stnbili~ed? Is it, the price of com, or is it merely the physical 
supply of (~01'l1? 

If dcmn.nd rcmnined stablc, st.nhilizu.tion of the supply would effect 
stnbilizll,tion of tIle pric(I, There would be no clitrl'l'encc betwel.'n the 
two, But when demand ehanges, no IJIIlHer llow completely the 
supply might be stubilizc(i, prieM would still fluehw.te, Chn.ni~es in 
demand arc lIs11nlly so IInpl'edietnble, and eovol' slldl long pCl'iods of 
time, thll.t it is donbtfnl whclhcl' thcy could Iw ofl'set by chnnges in 
supplies l'esuhhlg from the nccumulntion nnd snhsNlueni liquidntion 
of stOl'llgc stocks, 'Long-time chnnges in df'l1Umd obviously cn.nnot 
be ofl'sct. by storage; the stocks would dett'l'iomte, or the eosts of 
keeping them in good (londition wO\lld Iw excessive, over a long period 
of yenrs, .It would he di!lieuH to o{\'set shoJ't-time cyclic changes in 
c\l'IlllUld, as from PI'OSIWJ'ity to dl.'pJ'ession, by fl. st'ol'agc program; 
cydic changes ill drulfI.nd U.I'f' so vioh'nt, and so difficult to predict, 
thnt nn 1~\'(\I'-1'\ormn] GI'IUlj\.J'Y would pJ'obn,hl.v do weU to coniine 
itself, at. lenst 1'01' t.lH' {il'st. few 'yl'HJ'S, to the (\jl'HI'-cut job of stnnilizing 
physicl1.1 sllppli('s, 'Phn.t would stnbilizl' 01\(' side of the price eqtlfltion 
(tllc supply side), wiHlOllt diJ'eetly n{r('('tillg tilt' otilt'l' side, (\Pmund, 
Thn.t sort of n.n ]~ver-NOI'JlInl Grnl\nl~y progrnm would be ('ss(lnlinny 
n.physicttl grllin-storngc' Pl'ogl'flIll. It might be part of tt wider pro
grtlm for stabilizing lH'ie('s, but ill itsl'lf it would be pmely n progrnm 
for stuhiliJ',ing physienl supplies, Thl' disCllssion in thc next fcw 
sections of Ihis hulldin is bnsl.'d on till.' HHsumption of this sort of a 
st.nbilization progl'lllll; thl.' hronder pl'obl('1Il of denlin!!: with changes in 
deml1nd is ('onsi<i('lwl in tilt' Inst fi'w scctioJls of the bulletin, 

STABILIZATION STOCKS ImQUlH"1I F(IJI CO~H'J,ETE STABILIZATION OF COHN 
SUPPJ.lES 

The propel' size of tllC stahilizn.tioJl stocks of corn (the qunnLity 
clll'ried Oy(II' frolll yen r to y('n,') de(lPnds 011 tilt' degrce of stn bilizn.tion 
of supply t11n.L is desil'cd, The more completely supplies /lore to be 
stnbiliz('d, t;!H' lfl.rger dillst be the stocks, 

J3efore govel'mll('nlnl st.ni>iliilntioll opcJ'n.tions were eyer thollght of, 
fnJ'llll'l'S ueting as i lid i"id lln.ls operu.tl'd vi l'I;lInll~\'eJ'-N onnal Grnnul'ies 
of their own, though only 011 It small senle, They clll'J'iecl ow'J' some 
slll'plus COl'Il in good m'op years, ('itllcr' \\,jth tllt' int('ntion of using 
it I1S n backlog of fe('d slIpplies or: ill tlw hope of selling it fl.t higher' 
prices i1l In.tel' Y(\I1J'S whcn suppli(\s wen' sen.rce, On the u.Yern.ge, n.n 
mcronso in size of n, corn erop of 500 million bushels .vns followed 
by an incrense 1]) the l'lll'l'y-ovcr to thc nl'xt crop }TCIlJ' of 100 million 
bushels, Thus the stoeks of corn cn.rriod oYor in good crop yeMs wore. 
large enough to ofl'set about one-fifth of the fluctuation in total pro
duction, ThnLis, the f1l1chrations in COIlSlllllption were only Jour
fifths as great 1\S the fiUCLuILtions in production; the other one-fifth of 
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CON'rROLLlNG COHN A.l.~D HOG SUPPLIES AND PlUCES 

the e.'(Ccss supplic!O wcnt into storagc, and supplics nnd prices were 
stnbiHzed to thn.t e.~tent (.18, p, 308), 

:MoJ'C' eompl('tr stnbiIizntion would ]'C'quire the carrying Over of 
Iltrgcr sll1'plus S(;OCk8, ('ompkte stnbilizntion of supplie·s would rc
quirc that in big-trop yelll'S 1111 of t11(' (:O1'll produ(~t'd 1n exc('ss of an 
ilverngl'-size crop would Iw hdd of!' thl' 111I11'ket tlwn and dumjwd buck 
011 thc' mnr1\:pt in smnll-t'rop yell1'S, If, for exnmple, com (,TOpS f1uc
tUnlcd l'cgulnr1y from 3 billion to 2 billion busht'ls, fl:vl'1'uging 2,5 
billioll bushels, complt'tl' stnbilizllLioll of supply would 1)(' flchieved by 
withholding hnlf It billion bushels from the big crop nnd ndJing it to 
the smt,1l no]), 

Actually, the si tuation is mol'l' eomplicntcd thnn indicnted, Com 
c.rops cO 111 I.' in nIl kinds of SiZl'S, I1ml the' 01'til'l' of their coming is highly 
il'l'l'guinr, Flll'thl'l'mol'(" the distributioll of lh('s(' difl'l'l'('llt sized CTOPS 
is not n01'111n1. TheI'(' n1'e twice us mnny lnr'g(' crops (crops nbov(' 
nNt'l'nge size, 2,5 billion bushds) flS lIH'rp nl'(' smnll crops, TIl{' 1'I'I1S011 
is that Inl'gl' (TOPS I'U11 only ns high as 3 billion bush('is (20 pt'I'('ell t 
OYt'r' nVl'rl1gl' sizl') whilr' t..IH' small crops run us low I1S 1.5 billion busllt'ls 
(40 pel'c('nt bl'iow nV('J'ugr SiZl'), Flu('(;untion in till' sizc of til(' United 
Stntes ('.0l'Jl ('I'Op, and (hp nbnoJ'mll.1 nntU1'(, of the distribution of tbe 
dif!'('l'pnt. sizl's of ('TOP, is shown in (.hp npPNldix, 

'l'hnt is to Slly: Lur'gp corn crops 111'(' many, but they are only 
mot/PJ'Il.t('ly lllJ'g<'; small ('01'11 (TOPS nl'(' compnrntiv('ly f(,w, but whon 
thpy do ('onw t1ll',Y 111'(' vpry soulli. OIl thc IlVcrngp tlWll it is llt'Cl'S
snry to build up stll.bilizttLiOIl slocks from m01'e than 1 Y('fl.r'S ('xcess 
suppli('s, ns til(' Illl'gp ('I'OpS an' mo1'l' n UI1l P1'O us thnn till' sl11nll crops, 
Imd do not exc('Nl till' !wt'rngp ns much as Llll' smnll erops fnll bdow 
!1y l'1'I1.!.!'C , 

But' n,Y('rngl's nrc not snfl' guides 1'01' llCtiOJl in individunl years or 
sl11n11 sl'l'i('s of ,YNll'S, Onf' short crop gOt'S wi t11 two In.rgt' crops, on 
tht' Il.VP]'l1gt', but a wide' disp('l'sioll of the rtpms nbout this nYl'1'agc is 
found, O('cllsionnlly, s{'v(,I':1I Inl'gp 0)' smnll ('rops (,OI11P in 11. bUIl('h, 
Obyiously, thi' O1'(/('r' in which lilrg(', I1wdium, Ilnd slllnll ('rops come 
hns 11 sigrlifienn t I)(,fll'ing' on tilP Wily n stabilizntion program would 
wOl'k Ollt. 

IIYI'OTIIE'I'JCAL S'I'OHAGI~ OPEHATIONS, 1870-1940 

'rhl' 01'(/('1' in which crops of difl'pl'('nt siz('s (,Olll(' is shown by the 
ol'iginn.l l'nit.('d StnL(,s ('01'1) n('l'pngl', yield, l1nd pl'oductiOll statisties, 
by y('nrs, gin)] ('nrli('r' in tu.ble 2 lind Jigurl' 3, 1'1)(, W:1.y n. ('ompiPte 
s(;RbilizHtiOIl progl'lulI would hnvt' work(,d out over till' Yl'IU'S covered 
by thl'SP dn.tn is shown ill figuTC' 10, 

In 1870, for instnnct', tht' yit'ld wns 29.3 busht'ls to the nCl'e, The 
exc('ss OVP1' lhe nV('l'ng(' yipld, 3,3 bushds, multiplied by tl1(' ncrt'uge 
of OIR(; y('n.l', 1S (,II(' qUlIntity thnt would hnvl' been put into stol'nge 
that ypnl', It is l'e(>rpsl'nlt'd by tlJ(' vt'rticIIl bnl' for 1870 ill the· upper 
plll't of til(' chmt, In til(' ,)'PI11' following, dIP yi(IId wus 27,2 bus!wls, 
ngnin ttboYi' tlV('l'nge, 'I'll(' ('X('('SS (1.2 busht'ls) multiplied by tllu 
H(,l'('ngl' in 1871, would hfLve b(,(,ll nddt'C1 to the stol'ng(' stocks fl'om 
UH' pr'pviollS 'yNll', In 1872 tht' yidd wns 29.4, agnin nbove i\.Y(·r'uge, 
nnd stocks would htwp risl'u ffll'til('l', ns shmnl by tl\1,' vC'l'ticnl btll' for 
thn.t yeul' ill the upp('r pnl'l of the ('i1l1J't. In 18n, how('YPl', the yield 
wns 3,] bllshels twIow Iwel'llge; the stol'tlge stocks would have been 

-1(i03·IS· -I:.! •.--4 
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FIGURE 1O.-UNITED STATES CORN YIELDS AND STORAGE STOCKS REQUIRED FOR 
COMPLETE STABILIZATION, 1870-1940. 

The vertical burs ill the lower part reprel;ellt t,he United States average yields of 
corn pcr ncre since 1870. The llOriwntnl line rllllllillg through the tops of the 
bllrs represents thc nvel'llgc yield 0\'('1' the 71 yellrs- 26 bushels to the acre. 
The vertical burs ill the up\Wr \lllrl; repn'st·nt the stocks thllt would have accu
lUulated if the excess Ilhon,\ nn~rage yields had been put iuto storage in good
crop yellrs Ilnd taken out ill poor-crop yellrs. 
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reducf'd by 3.1 time's th(' acrpng{' for that y('ar. Fmth('r reductions 
would hUH tnken plnc(' in J874, whell tu(' yield wns below u.vemge 
again. 

This shows til(' g('n('rnl procedure. If in n. short-crop year stocks 
would 110t hny(' b{'pn sltfllcipnt to fill out the shOJ-t crop, the extent to 
which the short crop plus til{' ('ntire carry-ov(,l" would still be short uf 
flYt'l"Ilge is T('pr('s('lllpd by a hollow blU' extt'nd ing below th(' z('ro line 
ill til(' upper part of tht' ('hllrt. '1'11e y('nr foUo\\-ing 011e of these 111101
low-bllr" yem's sUnts ofl' from zt'ro ngnin nnd not from tIl(> bottom of 
the hollow bnr, for n minus qunntity of corn eannot. 1)(' cnrried ovt'J". 

Study of figurp 10 discloses that. the storng{' PI"Ogl'l1111 would hnve 
worked out bC'U(,1" dUl"ing til(' first IIIlIf of the pt'l"iod thnn during th(' 
sC'cond half. The I1Y('t'ng(' yiC'ld in this pal't of the pt'riod WflS 26 
bushels, thp RIUlH' flS fOI" til(' period nR n, whol(', but til(' f1uctuutions in 
yipld w{'re IC'ss sevpl'(' n.nd followed pneh Oti1pl" mOl'e I'I1pidly nl1d 
nitel'nntC'ly Liwn in thp st'cond ;wlf of the ppl"ioci. The situation O\"PI" 
the' first 32 yNll"S, fl"oml870 to 190 J, (,fin 1)(' 5U mmnl"izpd in olle 
stu.t('llll'nt: SlOl'UgP stoeks on onp occnsion (1900) would hn.\'l' ri:WIl 
to ll{'nd~r Il billion bush('ls, but in most easps tht,y did not rise abo\'(' 
hulf I), billioll bushpls. Slvcks would ocensionnlly hllye hnd to bC' 
ClllTi('d for ns rlluch IlS 5 YPlll'S, alld on n. ft'w o('cllsions Lhey 'wollid Hot 
hn.\'(' 1)('('11 Inrgp ('llough' to fill Ollt th(' short-crop y(,lIrs com pi l'l!'ly.
011 the wholp, how('ver, til(> s\,nbilizlllioll program would han' wOl'kt'ci 
out fnidv W(')1. 

Thc' slLun.lion I1ft!'r 1901 \Vns qllitC' difl'('r('nt. A progmll1 of ('Olll 

piPtp slnbilizution sllll'U'ti tiH'l1, hnsC'd 011 tlH' 1'(,COI'<ls of Lhl' pl'C'\'ious 
32 Y('IH'S, would hfl\'p 1)(>('11 llllfol'tUllUIl'. IntlllNlin.tdy IlH('1' l!)01 
cnml' 9 ~'(,Hrs in n. row Wh(,ll .\'iplds \\,(,1'l' nh()\T(' n\rprng(', Figul'(' 10 
shows that h~r 1910, storngl' sloekR would han' l'is('ll above' 2 billion 
buslwlR nuel thnl I.IH'Y would hn n' l'('lllnilH'el n ( n,hou t thnt len·1 for 
the' Il('Xt 9 Yl'IU'S, ;l'hl'll CI1I11(' ll11olhl'l' SU('cl'ssion of lal'g(' ('l"OPS, 
Insling from H) 1 9 Lo 1023. III lhis ()(>I'iod 11101'(' thnll hull' n billion 
bush('ls\'.'OIrid hn\-(' 1)('(ln n.ddl'd to (hl' pxisting stol'ng(' slo('ks, brillging 
lll('lll 0\'('1" 2.ii billions "-11l01'P t hnll Ull ll.\'Pl'ngp crop. Largl' gmnnry 
stocks would lIn.\'(' hnd to hu\'(' 1>('('11 ('nrri('d nlollg, furtlicl'lllOl"(', for 10 
y('nrs iwforp thp.\' would hn,\"(, h('(,11 nppn'cill.bly l·pdnc('(l. 

Shod crops nfi('l" 1023 would hn\"(' iWgUll to whittl<' thC' grHlInl'y 
stocks down, hut not until fhl' Sl'\"('r(, droughts of 1034 nlld 19:36 
would lil('.v hn\"p hpell uspel up. And, nR Ini'ge ns t.ht' slocks \\"Pl'P, 
ther would hnyp fnll(,l1 about oll('-third of n. billion bush('ls :'lhorl of 
fi!liilg 0111 thp short crop of IO:3G. Aftpr that ,Y('nr, stoeks would ha\"c 
l)(>glll1 to 1H'('I!ll1ul:l.il' Ilgnill, 

Witnt it fields up to iR this: .\ prognull of ('oll1pld.t' stnhilizlltion in 
thp pnst would han' ilwolnd ('nl'I·.\Tin~ IlS mil<:,h as 2.5 bill.ioll bushf'ls 
of comn t n tilllf', pn rt of it for I() or 20 ~"l':lrs, and f'\'t'11 thnt would 
not hny<, /)('('11 ('nough to fi.ll out tI\(, Rhol't ('I'OPR ('omplpt('I~T. 

IIOW WOULD ,\ (;O;lII'I.I':TIo: R'I',\lIIL1ZATION 1'1I0GIIA.\I WOIIK OU: 


IN TilE FU'I'UIII'? 


A pro~l"Ilrn whi('h would im-oh"(' 1I110' Clll'l',Ying for 10 or 20 .vt'nl's of 
stocks Nluin1it'lll to n.n l'lltirp ('01'11 ('rop, witich still would 1I0t. eOlll
plp\(,ly fill out 11.11 titl' ShOlt crops, nppplll'S on th(, fue(' of it (0 be 
illl Pl'l1('t i(,1l hk, Cnn n I('ss n,l11i.>i (,iOliS bu t morc wor)\llbl(' pl'ognH11 
be figurcd out for the future'? 

http:1H'('I!ll1ul:l.il
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There are some reasons why this may be possible. Under the AAA 
program, aCI'('Ilge of com is being conkolled to some extent. Thcl'c 
is S01}1(' question us to how mud\ the LotoJ production of feeds has 
been controlled, but bel,tor techniques of control may be worked out 
ill the future. 

If stol'!lge stocks of COl'll in tihe !940's WPI:(' to gt'OW as large as they 
did ill the 1920's (lig, 10), acreagt' of COl'll would be Iwlueed in ail 
nttpntpt to reduce tll(' stor'age stocks of com, n,ne! the atL(1lllpt might 
w('ll be successful. Bne! production of corn boon reduced in the 
1920's, the stocks would not htl,ve gl'own so lat'go; this would not 
lllloYl' bCPl1 all to the good, how('v('l', for the stocks wOllld t.hell have 
been lUuch too small to Illf'('t Lbo short; crops from .1933 to 1.936, 
But this c(luld han' IWell o(rset in cOIlsideI'll,ble pn,rt by increasing the 
aCJ'('ngl' of eoJ'll ill \\)85 !tile! 19:36. If production of COl'll can be 
COli tl'ollpd j n L,h(, fu tw'C', it, will mean that smllller storngl' stocks of corn 
will be l'eq uil'ed than ill til(' Pitst. 

EV(,l1 without pl'oducUon eontl'ol, figUl'l'lO shows li!tat if the four 
drought Y('IlI'S 1933-:3(i u./'(' {'xdudNI, compl/,tl' stabilization of supplies 
could hnH \)(,('11 Il('eomplisll(,(] in tllP past by stol'l1g{' stoeks of only 
about a billion huslwls of ('om, This is a substantinl l'pduct.ion-60 
p('rrent·~·fl'om till' 2.5 hillion hushel storks n('C'CIl'd for complpte 
stubilization if thl' \,pal'S 1!J:~:3'36 ILre in('ludl'd. StoC'ks of 11. billion 
bushels would han: IH'(,II (·nough fOI' ILll ('nwrg('neics ('xC'('pt that of 
til(' ycal'sl9B:i36 in 71 ),(,I\I'S. 

Tlw odds ngH insL 1l1lOt;hpI' group of short crops likl' t.hosl' of 1\)33-36 
occ'ulTing ill HH' [Ul-lIl'(' nl'(' IPss than I in 71. 0111' of Ule gl'{'nl \('('hno
logienl n,dYI\.I1('('S in ngl'it'uitlll't' during til<' lllst, deet1.(\e has \)1'('11 tlH' 
d('wlopmC'llt of hybrid sped corn. Corn yiPlds from hybrid srt'd hn.n' 
b('('11 nbov(' tho~i(' of tIl(' l)('sl. oPI'Il-pollinatl'd Yllridips pluntpd in 
similnL' l'('pI'('spntn,tivp fMIll lipIds, by qltn.ntitips 1·H.llging from 7 to 31 
JWI'('!'llt n.nd H\·Pl'!lgillg 14.5 l)(>l'l'('llt O\-l'l' lill' Im;l 10 'y('aI'R in Iowa. 13 

Similll!' I'Psulls nrC' n'pol'! pli from ot;hl'l' COl'll B('II. Stn.i;('s. 'l'hp illcI'pase 
is til!' (rl'pnJ('st ill V('IlI'S of S('V('l'P dL'ollo·ht· thu,t is thc' hybL'ids fLre more 
drought.-L'psislnnt: thn,n OI}(,Il-pollinn,t~1 C~l'n. ,lybrid '939, much us('(\ 
in XI,braskn., is very dI'otight-I'('sistnnt" as HI'(1 [own, 13 fLne! Iowa 8, 
whidl 1l.l'P pOpU1n.I· in ;\,Iissouri. TIl dry ),('ilI'S th(' yirJds from thos(' 
hyhrids !lnx!' {,LIIl ns l11ueh as 50 Ol' 60 p('l'eent higlll'1' thn,n op('n
pnllillntN1 ('Ol'Il, Hcc'ol'ciing 1,0 n. sini!'lllPnt hy Fl. D. F1ug}ws of Uw Iowa 
Sln.tl' Colkge, With ('ontillut'ci g(,lH'tk l't's('Hrch grN1tcr ineI'Ptlses 
nULY lw attl1.j[wcl in tltc' fut,ure'. It S('(,InS probabl(' that wllPn drollghts 
('oml' in the futurl', com yil'ld::; will no\' bl' eut down so m\Ich as they 
\\'('1'(' in the' pnst. TIH' siz(' of the stoeks llel'clNI fol' stnbilizntion would 
t.h('I'('b" h(' 1'£'([\1('('(1 below a billion bush!'ls how IUuf'h below cannot 
b(' snid unt.il mol'(, is knowll n,holll thl' drought l'psistnn('(' of thl' lH'wel' 

('om hybrids, Perhaps stot'agc' stocks of ~700 or 800 million bushels 
would hr (,!lough. 

II 'l'hr PI'H,'ntng('s fhlrtuntr from yellr to ,"por. for the lost to Y"llrS th(\ yipldS or t.hp hyhrids. "xprr.~sl'd 
l'u~h yellr lIS 1\ pr'T(,('nlnur or llw yl,'hl olllllrn'polIinnlNj corn HUll )"l'nr. II"prp: 

\930 111 W;\.l "" ..... " .' 115 19:18."" .• ,., 117 
.l!J:!l .' 11)8 19;15.. " ' _' __ • 111 1939 ................. ,.114 

J932 •.• " ••• ' ...... _ HI; W:jr, .. ,'",,'...... 1:1l 
IQ:j.1 ........... , , II., 10:17 •••• , ............ , lHi 


Dllllllrom/Mll Corn 1/(id 'rat (16). 
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SIZE OF STOCKS SUMMAIIIZED 

How much corn should be cn1'l'ied in the stabilization stocks? 
'rho nnswel' doppnds upon the degrcc of stabiliztLtion desired. If 
complete. stl1bilizl1tion of supplips (the withholding of ttny excess over 
Iwefnge produetiollin good-crop yonrs 11nd its reknse in short-crop 
yonrs) had b('~'n sought in tlw pust, it would hlLvP I"(~quil\'(l ealTying as 
much ns 2.5 billion buslll·ls of ('om, tho equivalent of nn aYl'mge crop, 
for 10 01." 20 yl'nrs. j~v('.n thnt; would not IU1Ve given eomplc·t.e protec
tion in 1936. Pl'obnbly n. progrn.m of thn,t size would hn.ye been 
unwor!mblp. 

A less I11nbitiol1s progmm Cor the future, designed to cover all 
('Jllorg('neips bu I, those lilw the group of extrenll'ly short crops in 1933
36 (and this hns oeelll."red only once in the 111st. 71 YOl1rs) (~ould get 
along 011 stOl"l1gc' stocks of nboll t ] billion bushels. This is nIl the 
tnlPr if pl'oduction eontr-ol is <'II'(·(-Liv('. .If hybrid sl'l'd C'orn is tts 
drought-n·sisl!tLIlL I1S it fLppell.J"s 1;0 })(', i('sS thu,n 1 billion bushels would 
bl' n'quir('(I--porltnps only 700 or 800 million. 

LOCATION o,~ S'I'AntLlZAT'ON STOCKS 

TIll' s('C'ond Il1l1jor probi~'m is I,hnt of till' mos\' economic location of 
the stnhiliznlioll stocks. 't:'his depends upon st'vt'ml things: (\) The 
l'('lativ(', sizt' of the fluetnn.Lions in production of COl'll in di fl\'I'('1I I, pltrts 
of til(' Oorn Belt, (2) the eosts of storngc, illt'iuding dctcriorn,tion, in 
difl'pl'l'nt Ilrt'ns, nnd (8) the eosts of trn,nsportat.iOll to nnd from the 
pinel' of slornge. 

It ('otrld 1)(' ollly n,l1 n.eeirh·nl; if tiH'se \'lm~(' faetors n,lIi('c1 to idellticl11 
eon('\usiolls. Foi· (·xn.mpll', f1ueLun.tions ill produ(~tion of COl'll might 
be m neh gn'H.L('r ill Lht' w('stt'l'n pn,I't of tlH' Com Bell. than in the enst
l't'n plu-L; thaI. wou lei ]Join t \'0 thl' ('ol1('iusiol1 thnt the stomge stocks 
should lH' Illrgl'r ill th£' w<,stem thnn ill tlH' ('astpt'n. Yet the du,nger 
of ins('ct dn.mngp migllt 1)(' I('ss in tlte nortlwrn pnl·ts of the COt'll 
Belt, n.nd tlml would karl to t.he conelusioll that \;11(' bulk of the corn 
should 1)(' s\,ol'(,d ill 1;11(' Norl.h. Yet again, the ('osts of \;l'IllIspol'tn.tion 
migh t J)(' low('t· if tlH' stomgt' stoeks wen' distribu ted ('y(mly over the 
pntin'lu·Plt. 

The firsl pl'Obh'm is Lo ill\'PRLigntt' ('neh factor sPp:u·n.tf'ly, nnd in 
tlmt in\"l'sl ign.! ion ('!I(,II fn<'!,nr will be' tl'PIl,\,pd ind('(wndl'lltly of the 
infhwlH't' of till' otll!'r flLC'\;ors. 

FI.UC'I'U'\'I:IONS IN 1'1I0DIJC'I·,ON OF COHN IN 1)'10'''''I:ENT PAII'I'S OF THE CoORN 
UBI.T 

Und('r th(' simpl(·st ('onditiolls, if nil til(' corn proilu<.'NI wpre con
slIB1NI in tll(' sn.mp eOllllly wh(,I'(' grown und if prodll<.'tion of corn 
fIllet-unted nboul; ns Illlleh ill onl' PilI'\. of thl' ('orn Belt as in another, 
thesp would be rensons fOf storing su pplies l'v('niy oyer the n.1'PI1. But 
if produetion of COl'n in om' pl1l't of the Corn Bl'it fluctul1ted frequently 
from 30 pPl'cpnt above nverng<, to 30 percont below, for example, 
wheTens in I1noth~'r purt it fluc/;lIat.('d only from 10 percpnt aboye 
n.Yerng(' t,o 10 IWn'('nt b('lo\\', thnt wOllld bp u' TCUSOn for cn.rrying 
stoeks ns large ns 30 pereent of n. crop in tlrt' 0'11' pin<.'(' and only 
10 percent ill the other, In thn.L cuse the mnjor purt of the storage 
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stocks for the Corn Belt as a whole would need to be carried in the 
areu, with the greatest fluctuations in production. • 

How do the actual fluctuations in production compare in the im
portant COl'll Belt States? This can be shown in two ways: (1) Graph
Ically, by means of separate charts for each State, all on logarithmic 
scales to permit direct visual comparison of the fluctuations, and (2) 
mathematically, by the computa,tion of some numerical index or 
coefficient of fluctuation. 

The graphic method is superior to the mathematical method in 
OIl(' respect; it shows what llappel1ed each yenr--whether there were 
large f1uetllntioJls in a few years and comj)arativ(' stnbility in the 
others, or whether tIl(' f1uctuntiolls were about the same size in difl'erent 
periods-and wllether then' were trends lip or down, and the nature 
of any CUl'vatul"(' in the trends. In tllis cnse, however, 11 separate 
States nrc involved, and the chart sbowing the fluctuations in produc
tion for ench State from 1900 to 1940 on separate logarithmic scales 
is t.oo large to reproduce here. l4 It cnn be described and appraised 
verbally as foJ1ows: 

The fluctuations in production of corn from year to year in the five 
principa.\ corn-producing Statcs--Iowa, Illinois, Indiana, Ohio, and 
lvlinnesota---nppeal' to be all of about thc SaIlIL' order of magnitude. • 
Thp size' of thC' fluctuations in the JH'xt group, consisting of the four 
Stnt('s alollg' tlw ,v('stern border of the commercial C01'll an'a (South 
Dakotn, Npbl'llskn, Kansns, and :Missouri), cannot be so easily sum
mnrizpd in 011(' sl.'ntence, lwcallsP of tit(' pronounced trends upward or 
downward in production thn,t took place oycr the period. The trend 
of corn production in South Dakota rose stceply from 1900 to 1923, 
but nft(']' 1927 it fell precipitately to b('low iU1y previous levels during 
the ear!~T 1900's. In 'MissollI'i, the trend of acreage has declined 
irrcgulal'ly sineI.' 1917, and yields were cut drastically by the severe 
drou~hts in 1901, 1934, and 1936, 1tfuch the same can be said of 
N('brnska, and Knnsits, except thn,t the redu(,~;on occurred almost all 
in oue shurp drop after 1934. In these four Statl's rainfall is the chief 
limiting factor, and thefluct,un,tions in production m'e considembly 
gn'nter than in the fiye principal COl'll Belt States. .At the other 
extn'/Ile, the fhict;uations in Wisconsin and Michigan are the smallest 
of all_ 

Ji'Ul'tiH'l' insp(~ctioll of the charts for the five most importnnt Corn 
Belt Stntps shows that they can all be broken into two pcriods, ench • 
about 20 yen,rs long. Olle pcriod I'uns from 1900 to 1920, ltnd the 
otilpr froJll 1921 to 1940. The fluctuations during the second period 
al'e gren.tel' thrul those dll1'ing th(' first. Yet the same general con
clusion can b(' c!rfl,wn concerning both periods: The f111ctun.tiolls in the 
five principal corn-producing States are all about the same sizl'; the 
droughts in 1901, 1934, and 1936 reduced yields most s?vprely in the 
four Stutes n.long the w('st('1'11 border of the commerclfll COl'n arca, 
n.nd partly for thn.t l'ellSOIl the fluctuations in those States are greater 
than in t]l(' five principnl cOI'll-producing States. 

The fluctuations in the different Stntes are ropn'sented mathe~ 
matically in tubh' 5, Thc mensllI'c of fluctuation is the standard 
devintion of the differenees betw<'cll sllccessive COl'll crops, divided 
by the mean of thc corll crops for thc period concerned, expressed 

II A Illuliillihed ""flY o( this dllll'L Illll)' ho ohtllillcd Ill' writing to Lho JJUrt'llU Q( Agricuiturul Economies, 
United Stutes DepIU'Ll1lCllL o( Agriculture, Ilsklug (or II prillt from IIcgllth'c 39iOO, 
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as n. percentn.ge. 15 With tbe exception of Kansas and 'Missouri, 
production of com in the second 20-year period, 1921-40, fluctuated 
about 50 perc('nt m.ore than in tbe first period. In all three of the 
periods shown, the fluctuations ill the five principal States-·:Minue
sota, Iowa, Illinois, Indin.un., and Ohio-were of about the same order 
of magnitude. The fluctuations in the four westem States-South 
Dakota, Nebraska, Kansas, and IvIissomi-were about 50 percent 
greater than in the other States. 

The dn.ta in table 5 indicate that, insofar as the factor of relati\'e 
fluctuations in prod ucLion is conee!"l)ed, the stornge stoeks of corn 
should be spread cvenly (in CW'Il pen'{'ntnges of average produetion) 
ovet" the five pl'ineipn.l COl'n Belt States whel"(' the fluctuations in 
produ(,tion nre a,bout ('qually Illl'gc; but in tlH' four western Stn.tes of 
South Dakota., N ebl'llska, Kansns, and ;\liSSOlll'i, tiH' stoeks should 
be ab{~·uL 50 pCl'cent lal'gt'1' (in PPI'C'{'lltnge tt'l'llls) than in til(' pl'in('ipal 
Com BelL States. 'l'll(' pl'dirninn.["}, ('oneiusion n'lat('s only to the 
one fadm', the ['dative f1uctun.tions in pl'oduction, und('1' till' simplpst 
conditions wh{'rl' nil of tht, ('01"11 is eOllsumed in the eounty when' it 
is gl'own. '1'h(' influl'IlC'f's of othf'l' ffL('tol's and otlH'1' eouditions, which 
may INld to difrl'I"('nt eoneiusions, must also 1)(' ('onsidered. 

TAnJ,E ii.- Mcn8111"('S oj fluctuation 1:n corn prodllction, bll Stales, 1901-40 

('orllid"llt of \'nrintioll in corn produt'lion in-I 

Period 
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l\f=~f('nn of tlw originnl s(lril's. 


,)IINDIIZING TIlANSI'OIl'l'A'I'ION COSTS 

FICl"(' the dis('ussion I)('gins with til(' nssumption thnt ('01"11 moves in 
largc qUfll1titi('R 'y{'nT n.ftc'r 'yen.r from the· surplus-producing 11I'e1lS in 
the westNII. nnd ('('111.1'11.1 ('01"11 Bt'lL through to the .East. 

Under thosc' ('ondi tions, til(' eorll-pri('(' su dace would slope fn.i..Jy 
smoothly upward from wpsL t.o ensL. '1'he p['icc's at cnstern points 
would be higher thllll til(\ J)['ices at weste['n points by the amount 
of til(' Ll'n.nsportatiol1 nl1d hn.lldlillg e1Huges bebn'en thcm. In tlUtt 
cast' the b{,tter plnce to locu(;e the st.orng-(' stocks of COI'l1 would b(' in 
the wC1;t('1'I1 pnl't of thl' Corn Bl'lt. A gin'lI nmoullt. of loan money 
would accomplish mon' tll('l"(', \dl(ln' pri('('1; \\'ould b(' lower, nnd 
til(' storng-p eosts t.hn.t vary with til(' vfllup of the corn would n.lso be 
lower. 'Yhell ens\f'l'I1lin'sto('k fn.I·lllc'rs nce(\('d to g('t corn out of the 
storngl' stocks, it would cost them no mon' to get it out of these 
stocks than if the' stocks had lH'en located in thc Enst. 

AVERAG1~ PHlel'J nIl~FgIU';WI'IA LS.- Th(' situntion in actuality is not 
so simpll' ns illdien,t('d. It lips sOIlH'whc're between til(' two extl"emI's. 
The priee ~lUrfne(' over tJII' Corn Bc,lt doc's IIOt slope smoothly upward 

IS ~I'ht' r(llt!iOIlS for usiJlg this IJwnslJn>, nnll n cOIIIJ)llrisofJ of thl\ f('sults of using' this lllcusurc and another 
mcnsurc, nrc gi\'(.!ll in the appendix, 
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in any direction (fig. 11). Figure 11 shows the aycmg(' fltrm pric('s 
or com over the last 16 years (the data go back only to 1924) by CI'Op
reporting districts oYer tilt' eomnwrcin.l corn !Lrea. "lso-pricp" lines, 
coimc9ting approximat('ly. equal pric t'S , lik(' contour lines. on a topo
gmplllCll11l1ltp, help to bring out the chnrtlcter of the "pncl.' sllrfncc" 
oY('r the tuea. 

Figure 11 shows that the corn-pric(' sllrfllcC' is not nnt like tlH' 0(,(,1l1l, 

nor is it uniformly sloped in Ilny singi(' din'etion. TIH' r-ollgh g('lH'rlll 
tcnd('nc.v is for th(' pricC' surfac(' to slop(' downward from til(' (II1Sl to 
Ull' wpst, Ilnd from th(' south to thC' north; but th(' slop(' is not uldform. 
\-nlle"s Ilnd ridgl's, plateaus, nnd ev(,n bllsins, occur in th(' pricl' SUI"
fnC'l'.· In celltrnl nnd C'nstern Illinois nnd "-('stern nnd ct'ntrnJ Indiana 
thl're is 11, bnsin of fi3-C'cnt p'ri('(\s SUIT()lIIHlcd by a ring of higher pricC's 
on 1111 side's. Going wpst froUl thnt nrf'lL, pl'ict's at first do not dt'ciillt'; 
t111'Y rise'. It is Il('CC'SSIHT to ::;11I"J110unt n ridgt' of 64- nnd 6!J-('('lit 
pri('t's in w('::;t('rtl Illinois 1lIJ(1 sout/)('nst('1'Il lo\\'n \)('fo\"(\ 1'C'IH"hing th(' 
lo\\--pJ"iee vlllky tllllt rUlls 1I0I"t1l\\'('sl frOIll eC'ntrallown" dt'l'pC'lling fiS 
it gO('S. 

PRICE RECEIVED BY FARMERS FOR CORN. 1924-39 
( YEAR BEGINNING OCTOBER) 

CENTS PER BUSHEL 

060-6< 065.69 

FWl.'lIE I I.-TIl(' price surface fur rol'Jl hilS :t gellcml. l'lopc UpWllrd fmlll west 
to eu.~t, eXcl'pt for It depn·,,;;ioll ill !'1I.~tl'f·1l f lIin()i:< Iwd \\·e.~lel'1l I ndiaIla, where 
1I1rl;(' qlHlHtili('s of corn illl'Xl'CS~ of IOt'allll'\'d:; an' prOdlll'C(1. TIlt' It)we.'>t prices 
nrc fouIld in the' Ilorthw(':;t: COrll('r of thl' Co I'll Bl'lt. (A yt'ragL' farm price, by 
crop-reporting district" in the COIllIlI('rcial ('OrB aren.) 

Tll(, ndunl difr~'I'('n("('s in pricC'H shown ill figul"C' 1.1 nr(' in most CIlSC'S 
less than tlH' trunspoltlltioll ('ost::; IwtWl'('1I thp difT('n'nt points. It is 
('\·ident from th('s(' pric(' .. dations, I1S wC'1l as from d/ttn rl'garding corn 
shipnl('nts /tnd dC'stinntions, thnt th(' eorn produced in the surplus
producing In'pns do('s 1101; Inov(' frorn thl' w('stern nod e£'ntl'ltl part of 
til(' ('01"11 Bt'lt eiNlr OVC'I.· to til(' ]~l1st<'rn StulC's, unless it b(' in a f('w 
('x('C'ptional Y(,lIrs, Ilnd ill ("om pn rnti\'('ly slllnll qlll1ntiti('iL ('orn fl·om. 
western !lud c£'ntntl Iowa orciilllll'ily go('s to C'llstern Iown lWei fiS [nr 
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enst as Chicago (3, pp.11-19, 48), but yeQT little of it seems to go '2ast 
of Illinois. Less is known about shipments from eastern cei~h~.1 
Illinois, but it apPt'a.J"s from the price' charts that corn docs not move 
rcgulnrly, yenr nft('J' year, from Illinois to Indiana nnd Ohio, for prices 
in Indinnn flYernge about the slunc as in Illinois, find iu Ohio they nver
fige only 4 or 5 ('('Ilts higher. 

What may hn.ppen is this: The price surin.ce may change grently 
from ~rt'IU' to ~r(,!\I', and in IUlY one year the difl"erentials from certain 
arens to certllin others mil,), b(' great enough to coyer trnnsportntion 
eosts between tht'Sl' 111"('IIS. In I1nother Y('tU" these price difi"('I"('ntials 
C'hnngl', Iwrhap5 C'Yl'1l I"('YCr5(" and eorn flows differently. The a\-er
Ilgl' figurcs show Y('ry 5nHlll II,Yl'rnge-price dHrerentials, but in I1ny one 
yNU' the pr!c(' din:e'rt'ntials mny be Il1rge. lrwestiglltion of the years 
sepll.l"I\tely 18requu·cd. 

It i8 difl1("uit Lo (,IUT), seveml priC'(' maps for individual years in the 
mind '5 ey(' ILt tla' Sll111e time, for comparison i the Yllrill,bility of the 
pri('e SUI'flle(' [r01\l 1 \'('ILr to Iwolher Clln be shown more clearly by 
sll('l"ifieing 80llll' detnillwd showing only cross seetions rltlher thn,n 
entire priel' slIrfaees. A cross-seetion compnrison CIUl be mnde by 
IISl' of dlLtn from a roW of el"Op-reporling districts running from east 
to W('51 lI.\ong the middle of the Corn Belt, with the district centers 
n,pproximllt('ly oq ual distILl)('('S (ILbou t 100 miles) iLpnrt. The prices 
in t\H'St' distr'it"ts lIlll)' be I"Cpreseuted by verticH} bars, the chart then 
looking ;;onH.·thin~ like- 11 picture of 11 pi('ket fence with the stnkes 
driYen ullt',nmly into the ground. 

The Com Belt widens out towl1rd tht' west, so thnt it is advisnble 
not only to show It section along th(' COI"1l Belt from enst to west, but 
n,lso II, cross section culling l1('r08S the w('stel"1l end of the belt from 
lIorth to south. Thc districts se\cetcd for th'5 north-south section 
should lie slJ('('l'ssiy('ly adjlleent to one iLnother, their ('enters being 
('\05('r togcthl'r than thos(' in the cast-west line, beclLuse the grndation 
of priccs is steeper n,nd the distall('e5 in voh'~d nrc shorter. :En,ch such 
ehart, thereforl', ('on5ists of two pi1rts, 011e showing the cast-west 
Sl'eLion Imd tht' oth('r showing thc north-south sectiou. 

Chnrts of the kind described, one of whi('h hits been prepared for 
('I1('h ~'Ntr. I1.rP too ('ompli('n,tNI ILnd numerous to be reproduced here, 
but the~T show 11, story that Cll1\ be told in it few sentences. They 
sh(lw thnt tlH' ChIU'Il,clf'I' of the price surface changes grelltly from yenr 
to .velll". in most yenrs, it difl"t'rs widely from the 16-yenr I1vernge 
::;urfn,ce shown in figure 11. hi 1927,1928, H129, /l,nd 1932, the surfnce 
::;IOpt'd stl'cply upwl1rd from wcst to ens!; in 1936, it sloped nhnost ns 
stet'ply dowllwI1rd fr01ll west Lo enst; ill 1925, 1926, 1931, 1934, 1935, 
iLlld 1937, the gClleml ('ontour WIlS horizontnl, but the surfltee was 
U1wvcn, in t\ifl"('rent pla('e's in till' difl"<'rent y('ars. In the other 5 
velll'S, the SlIrfn('{' had It geneml sloping ('hnrneter similtlr Lo lohat of 
the t6-yenr 11\'cmge, but it hlLd 11 difl'('l"ent sort of ullevenness each 
yen... 'rhe pl·je<, surfl1('(' nf the ("I"OSS section from north to soutl~ is 
mOrt' lIelLrly stnbl(· fJ"OlII V('itr to yenr thn,lI thllt of the ('ross sectlOn 
from west "to ('ast, but ill' 1931 t1ic normal steep lIpwnnl slope from 
north to south wns revt'l'sed, and iu 1932 it wns almost Hilt; and no 2 
\'elll'S MC alike . 

. VAIlIA'l'IONS IN COHN PIHCI') Dn'FEHrJN'I'IALS BE'I'WB~1N IOWA, 


[NDIAN,\, AND 01110.-- The price surface vl1rics grclLtiy from month to 

·1;:;oa·IS"--4:l -0 
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month, as well as froUl year to year. The dntil to show this for Il.ll 
tllO crop-reporting districts, or (wen for the (1['OS8 8eetion disi.rids, lit('. 

too numerous to pro\ridc n.ny delLi' mentoJ impression, But till' dn.ta 
COl'it few reprcscntn.tive Stl~tes lind dislrkts tell the story more d(,lIl'ly 
than the mltss of dab), for itll of the districts together, 

The top-hellY)' line in figUI'(' 12 shows the diJ}'erence bdwcl'1l t.Il(' 
price of corn in llldifinn. nnd the price of corn ill 10wlL, by years, fl'Om 
1921 to 1940, The Iowa pl'ice is used fiS the bnse; it is represented 
by the horizontnl zero linc a('ross the chart. The Illdinlln price is 
plotted as so much Itboye 01' below the Iowa price itS repI'CSl'lli.ed by 
this horizontal zero line, The churt shows that. the Indinnll. price 
mnged from 8 cents fiboyc to 4: ccnts below the 10wa pl'icfr-a total 
l'I\ng(' of 12 ('('lib;, 

TilL' s('('ond heayy linc frOll! tiJl' top shows tlH' Sll.llle SOl't, of COlll 
PI1.f'iSOll of Ohio nnd 10Wl!. priecs, b'y ,Ycal'S, The price ditl'l'r(,lltinls in 
this cnsl' coyer Ill'fl.ngo oJ 22 ('(mls. 

'1'11(' thil'd hCiWY line, repl'cs('nting the ditl'{'I'(.'lI(,(, betwet'H Ohio I\.nd 
Lown prices, by mouths, shows tiHl,( til(' monthly difrN('ntials flnctu
at(' rapidly oye!' n. wide ('n.ngc, \\r\lhin till' SNISOll as well as betw(,l'll 
S('o.sons, Th(' range of thc monthly difl'ol'£>ntillisis 42 cents, 

Figurc 13 sho,,~s the price difi'eI'cJltinls betw('cn crop-repol'ting 
distl'iets No. 1 in till' northwest eomel' of 1.0W/1, H.lJ(j No, 6 in I ill' ('nsf 
{'(,n tml section of Iowl1., by YCUI'S, TIll' f1uetlln.tiollS iJ.!'C llllleh sUlllllel' 
within Ow Stn.lt' thn.n between States, but th('y ttn' Rtill ('(lnsi<iembl('. 
~rost of til(' flud II n.tioll in HlP eot'll pl'i('(' d ifrei'l'll tinls betwc(,ll Stn.t,es 
results from flu('LulIJion ill !'e\n.t:i\'(' pt'oduetion (fig, 14). 

An int(,!'t'sting hYPl'oduel of tllt's(' eillu{s in figul't's 12, 1:3, lInd ]4 is 
th(' ljght thl',V slH'd on the ('fred. of the flat ('om-loan ('nil' On till' (,OI'n

pl'i('(' slIl'ffl(,(', Stnt('lll('nts Wert' millie in jln ('nriit'r slud." thnt Iht' fln.t 
('ol'll-Ionn rate lind a f1ntt('ning e{}'('et 011 the ('om-prier sllrfu('l',16 But 
til(' pr('('('(\ing ('harts show (.I) that grl'll.t ('hJl.n~('s o(,C'lIlT{'d in llllllunl 
pl'i('.t' diJfcrmlinls b('fol'e corn loans wcr<.' l'W!' thought of, cxt('IHling 
OW'I' a I'I1ngc of 22 eents, (2) thnt th(' (~hief !'enSOI1S fol' ehn.n~('s in reln

tive priers at'l" ('hnnges in 1'('lntiv(' lH'odu('tion, and (:3) till' effl'cts of 
thr loan on pric(' diffl't'('nt.ill\S nJtl'l' thl'sl' 1'l'lativl' chn.nges in pl'Odu('tion 
1\.1'(' tnk('n into n.el'Ollnt, lI.J'r eitll('1' nil 01' too small to ddt'ct. 

Plelimilll1.ry ('olH'lusions with ('PSIJl'ct to minimizing shipping costs 
to and fl'OIll til(' pitH'£' of storag(' nm)' now lH' dr/l.wn, ~Tost of the 
a.vl'rngt' {'ol'n prie(' difl\'I'('lllinls b(1(:Wl'rn districts IU'(' smaller tho.n til(' 
costs of tmllspol'tntiOI1 lH't\\'l'('n thl' distriets, but til(' dif!'('!'('ntials in 
individual YC'Ilt'S, nnd t1wy n.!·\' whn,t ('Ollnt, un' ('ompu.rntively wide 
lU1d are ya.rinble in fimollnt nne! ('Vl'll in sign, TIll' corn-pl'iel' surface 
{'hnngl.'s so mllth from Yl'ill' to ."('11.1' t111l.t tIH'I'(' is 110 tl'lIing wll('l'c corn 
thll.t is put 'into storngl' 1 yt'IlI' will bl' shipPt'd LI}(' next;, Thc pinel' to 
store the eorn in OI'ilel' to kt'ep shipping costs n.t It minimum is 011 the 
furm wht'l'c it is grown; th(,J1 it ('11.11 mOn' in /l.ny dir(,ction, 0[' not 
rnoyc Itt nil, without incurring IllIll('('cssaey shipping charges, 

I. Filet No, 5~ ('oro PrlCt~ (,hnnges, '('II!' lint nll(' 01$0 tt'lIr). t.o !eyel Ollt th~ rt'~ionlll lliiT"rcll~~'S ill lUllr
kct priecs for rorn, ('orn Jlrl~'t's »,'(wl'('n t'f>st nnd W(,5t within lht' ('arn Ih'lI. IUl\"t' rOlli,' closer tO~t'thcr, 
'rhe (\\"ti rt1.lW Sllrt,'I\d in ('()rn r~rit"t~, for \~xnmph.". hC'twcen Ohio and lown hns IInrrOWtlr} from )2 crrifs to 8 
cents n bushl1J, JlS shown lwn,l! 

ne.tW{'1..'U Io......·u and Ohio 10£8-8012"""rau< 1&8-40B,',rall' 
13etw('CII row/I /lnd rnfflnnn 7 

•5Rct.w"!'n lawn '1/1« lIJinais ..•• _.__ _. __ , 4 
Tills fwtnattl is " qUOllltlOU from OUR U. S. IOW,~ COliN OIIANAlll' (17, I). 10), 
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FIGURE 12.-ANNlJAL AND MONTHLY CORN PRICE DIFFERENTI...LS BETWEEN IOWA 
AND INDIANA. AND IOWA AND OHIO. 1921-"-_ 

The differentiuls between the farm price:> of corn ill Towll ami two eu.';tcrn States 
(I IIdillnll and 011 io) \'Ilry gn'lltly from year to yelLr, The \'ariatioIlH frOIll month 
to month ure con;;idembly greuter than the variations from year to year. 
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Fluctuation.s in production in different areas are not perfectly C01'- • 
reln.ted; the proccclul"C each yeal" would be to store any excess OVel' 
avemge production in the Stnte (01" othel" unit of t1.l"co) where it 
oCCUlTed. Thus corn might be going into stornge in one Statl' with il 
large crop at the same time thut it might be coming out of stOl"tlgC in 
another Stntc ihnt hud a sllOl't crop tlmt ymtr. But OVer It pe/"iod of 
yeors, relatively short crops would Iwcragc out with reln.tivcly large 
crops in the different Stn.il's, llnd stoeks would grow to Itpproximlttl'iy 
('v('n (thnt is, uniform or id('ntieal) pl"oporLions over the nrelt. 

If no corn moved from coullty to county, th<.' terlll 1/ even pl'opor
tions" would menn "('v(,11 p('I'centngcs of production in eaell Iwett" 
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FIGURE t3.-ANNUAL CORN PRICE DIFFERENTIALS BETWEEN CROP. REPORTING 
D/s'rRICTS 1 AND 6 IN IOWA. 

The dilierclltinls between the fnrlll priet's of corll in crop rcporting district :'\ o. 1 
ill the Itorthwcst corner of lowll Ilnd crop-reportillg district No.6 in tilt' ccntral • 
eastern PMt of IOWldlltctuutc grcatly frolll yenr to yellr, but the prices in di8trict 

No.6 hllve remnincd higher than those in district. No. I throughout. 


(eoITt,<"t{'d fOI' t;}1(' ("(·111 tin' (Jud·llIl.fiion in prodwtioll in ('nch arelL as 
illdkntl'd). But consi(\('rnbh, qllllntiti('s of ('orn an' shipped out of 
SOme distriets. In cen ITld llIinols, 1H'1l rly huH the corn pmduc('d is 
shipPN! out. Pro<!uctiOI1IWVl'l" hns fnlkn 50 IWl"cent bl'low an'rage 
tlll'!"e. 111 tiJu.t case, should OilY stocks of tom bl' held in that district? 
If eorn prodl1<:tioll th(,l"l' w('re ('ut. in hnlf by drought or ddugi', ('ould 
not th(' ('orn grow('l's IIlltin tllill tlwir ('OIlSlIIllption of com unchanged 
simply by shipping out no ('om Itt nil'? 

('Iendy, tlH' answer is yes. But thn.t allS\\'cr is not sufficient. It 
is Ildcqu!ile for that particulal' distl'iet, but not fOl' ttl(' cOl"ll-gro"'ing 
and cOI'l1-eollSlfming Ilr('il liS n wholt-_ SlIPPOSP that the Gllited 
States corn crop WIlS 20 percent llll"gcr than averngc in t1 certain yeat", 
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CORN PRICE 

DIFFERENTIALS 
 A• ,..·1t CENTS 'E" OHIOLoWA

.1924IUSH[l) 

'30'32 


10 .'.
'27. 
'2t. .'311 
'33. .'J9 

.'37 

S 

',.• 
.'25 

'31,'35 
0 . 

'34. 

'3' 
-5 •o 10 20 30 40 50 60 70 80 

PERCENTAGE OHIO CORN PRODUCTION IS OF IOWA PRODUCTION 

15 
B I 

INDIANA,IOWA 

',.

• 
10 

.-
• 

'32

•'29. 
'33. '27 ••'30 

5 ~~' 
'30 

1924 ••'31.'.35 
0 

'"• .'34 

',. .'36'" -5 o 10 20 30 40 50 60 70 80 
PERCENTAGE INDIANA CORN PRODUCTION IS OF IOWA PRODUCTION 

10 
'3'c '.34! • INEBRAS~A'IOWAI'3' 

••')9 

'J> 
5 • ',. 

.'JII .' '"• 

• 
'20 

0 ••'31 '33•• '32 

.'29 

-s 
.,924 
.'30 

-10 ,:,

-15 o 10 20 30 40 50 60 70 80 
PERCE!<TAGE NEBRASKA CORN PRODUCTION IS OF IOWA PRODUCTION 

YEAR BEGINNING OCTOBER 

ME 394S 

FIGURE 14,-RELATION BETWEEN CORN PRICE DIFFERENTIALS AND RELATIVE CORN 
PRODUCTION FOR VARIOUS STATES: A, CORN PRICE DIFFERENTIALS BETWEEN 
INDIANA AND IOWA (PLOTTEDUPTHESIDE) AND THE PERCENTAGETHAT INDIANA 
PRODUCTION Is OF IOWA PRODUCTION (PLOTTED ALONG THE BOTTOM): B, SAME 
SORT OF RELATIONSHIP FOR OHIO AND IOWA: C, FOR NEBRASKA AND IOWA, 

The ill\'crse rcJntiollship b(,twecn relative corn production and relative corn 
prices in thc different States is clearly revealed, 
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and that all of the 20 percent excess were to be carried over. The 
corn from most sm'plus arells moves to difl'C'I'ent deficit arcas in difrer
ent yeurs. If in tlll' year wll('/l 20 percent of the United States crop 
was being storC'd, no storllge stocks were accumulated in central 
Illinois, more tlHm 20 percent of the local production would have to 
be stol:(~d in other (\,I'Clls, p!'('sumllbly the dd-iciL n,I'CIlS. But most 
dcficit arells \'1\1')' in their "import" requirl'1l1l'nts front yC'ar to year; 
S0111e (,'0'1'11 l'hnngp to surplus nrens, in y('nl'S ,,-hpl1 t}l(' locnl eol'll crop 
is Inl'g(·. If 011C' of th(' dpfieit IU'PItS the yelll' nftel' Uw IUI'gp Uuited 
States CfOP bnd II IUl'gt' crop iLSI·H, and did not nerel to impol'l, 111 IIcll 
if nny corn, it would 1111,\'1' (,0 ClIl'l'y OV('I' thl' lurge stocks fl'l)Jl1 t./Il' 
prt"'iolls Y('I1I', fOl' 2 years, thus 1l(·('lIlllllln.ting 2 YI'IlI'S' storng(' ehnrgl's. 
But. if till' slIrplus stoeks in th(, IHrg<' CllitC'd StRies crop yell!.' hnd 
bl'en CIl ITied 0\'('1' in the surplus IlI'Nt (lIS ill oth(,I' IU'('IlS) in proportion 
to produetioll tlH'rc, it would 1111 moY(\ th(' ncxt year to thc deficit 
n:ren tbnt needcd it most Illld only 1 yellr's storngl' chllrges would be 
inc tilTed . 

In fnct, the qUllntity of COI'l1 tlll1,t, should be stored in sUl'plus at'eas 
is likrly to be mOI'C, mthrl' thltn less, Ihllll proportionni to pl'Oduction, 
for thp ('oueiusion \\'fiS l'£'Itdlt'd ('arliN' thitt in cllses where COl'n moves 
consist('n tly from n slII'pl liS IU'(':t to n d(·fici t ur('n, the best plnee to 
cnlT), the storngt' stoeks is in til(' surplus ltrcn, where loan rates and 
some of tlH' stOI'llg(' eosts would Iw till' lowest. 

Corn does 1I0t move eOllsislplltiy, how(','el', from one arcll to all
othel', ."('nl' nftlll' Y('l1r; in most (,lIses the Iwel'lIge price dif}'cJ'(~lltials 
fire 1('s5 thun the Ll'nnspOl'tuJioll ('11 UI'g('5, and jn those cus('s COrll 
shollid be stol'('d in e,'t'H PI'I'l'('lItnges of produetion iu thc' dif}'('I'ent 
areas. Th(, stol'ngt' stocks should be tlllow('d to llC('mllulate ullP"l'nly 
from Y('llr to yenT, to bp 8U1'(', tiS l'ein.tiH' pl'odm'tioll of corn fiuctullt('s 
in the difl'('I'Pllt m'('llS, but this 1t('('ulllulnJion should be over It period 
of ),(,l1rs, in qunntitips proporlionni to the production in pnch !trcn. 
This g('IIl'l'ul ('olleiusioll is modifiNI ill two wnys: The stol'nge stocks 
sllOuld bt' lUl'g(' in t1w un'ilS ,\'Ill'I'(' production of corn f1uetulltes 
most find smull whpl'(' it fluctuates lensl. The stoeks should bp pro
portional to ('Ot'll pl'oduetioll lIlultiplied by sOllie index of IlYel'llge 
flu<'lull,tion ill production in ench IU'en, Ji'inn.lly, the stocks should 
be Inl'!~eill those slll'plus ttl'ens from which com moyps consistently 
yenr nftel' yl'tU' to othl'" ddieit nt'eIlS, thp pricr difl'(,I'('lltin.ls eOllsistently 
running high (,Hough to ('1)\'(,1' tl'llllspodn,tion; but it is difficult to 
put this ill pl'ccis(' llumericl)1 fOI'111. 

COS1'S OJ.' STOIIAGE 

Costs of stol'ng(' TIlllst Hlso l.w ('ollsid('n,d ill th(' location of storngc 
stocks, 

The cilenl)('st wily to store eOI'll is to put it; in fI cl'ib 011 tilt' flll'lll 

wht'I'(' 1t is grown, Ol' to shell it nHer it hns dried ouL suflieientiy nnd 
put it in n bin on the fl1rlll or in n tOWII nenl·by. Estimntes of 
til(' cost of f!trIll stoJ'lIge l'n.nge fWIll 3 cents n, bushel pel' y('ar (18, pp. 
309-315) lip to tilt' 7 ceuts thitt the AAA pnid farmers for storing 
(~ol'll up to 1940. '1'he 7 cent.s WIIS regn.nled by the AAA us more 
than pJ)ollgh to COYer the costs of stol'n.ge-~'cllougb in fact to stimulntc 
inel'('l1sed building of cribs, whiehit did. The stol'ngl' pnymclIt on 
COrn l'('s('I1I('(1 on farms ill tlH' fnU of 11)40 WIIS 5 cents n, bushL'I, which 

• 

• 

• 

will be used here to represent the cost of storing COl'll ill a crib or bin. 

• 
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At country elevators and terminal mal'kets, nnder the unifonn 
grnin-stornge agreement (CCe lrorm H) nsed by the Commodity 
Credit Corporn,tioIl, tho chnrgo is Clone-thirtieth cent per day for the 
fh'st 210 dn,ys of the per'ioel for computing charges uud no chnrge for 
the remainder of the period." That llJ1lounts to 7 ccnts a bushel 
for any period betwcen 7 months and It yellr. No doubt IllOSt of the 
COl'll for stll,bilbmtion purposes will continuc to be stored in the coun
tl~y, ns it hns beenso fltr nuder the AltA progralll. The stol'n,ge costs 
for thnt IHLrt of t;ll(' liOtll1 stocks that is owned by the Commodity 
Credit ('orpol'I"Llion will be either the cost of keeping it in steel bins 
in the COUIIll'y, 01' in countl'y 01' tOl'minnl elcvators. The costs in 
eleviltors, ns gi\'clI, ltl'e l'Oughly 1 eent pCl' bushel It month up to 7 
months, with no chltrge for ndditiollltl months up to 12. 'rhe costs 
in steel hins nre not given in any specific figure like the elevlLtol' costs 
but must he computed on tIl(' hllsis of costs of IIlnteriu.ls, construction, 
mnintelHlIlcc, ete., for the steel bins. 

INSECT I>AMA(;E IN I>lfo'FE!lENT !lEGlONS 

Thc pro\)I1hle extent of insect d!1Jnnge to corn in storage has an 
influcn tin! benring on the location of tho stoI'llgc stocks. 

Brontlly spon,killg, insect dalllage is u function of latitude; it de
ercllses with distunce north, being greatest in the Southcl'fl States. 
It i" nlso atl'ccted by humidity; the )owel' the humidity, thc less the 
dillunge. Figure 15 shows thlLt the United Stntes mll,y be divided 
into 4 regions H('('ol'(lillg to the scycrity of ins(~d dnmnge (20, p.7; 
21, p. 19). In ,·(·gion I, stored g'l'llin is compnl'uJin,ly fl'ce from insect 

• 


• 
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FIGURE 15.-T~1E UNITED STATES DIVIDED INTO FOUR AREAS ACCORDING TO THE 

SEVERITY OF THE INSECT HAZARD TO STORED GRAIN 

The sllverity uf illSCld; damage to storcd gmin in differcnt rcgiolls of the United 
Stull'S i::; in<ii('lticd by Ihe shudings. The lIlost heavily Shll(ll·d arellS llre the 
Olll'S whl'l'l~ Ihe insect damage is t.he greulest. The regions run in broad belts 

• 
frOIll cust, to wcst. 
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damage; in region 2, farm stomge of grain is hazardous in some years, •and frequent inspection U1\d ocCUSiOlllll fumigation is required; in re
gion 3, fnrIll stornge is hazunlolls every yeM, and frequent fumigntio.n 
is necessary; und in region 4, grain storngc is not recommended lit nU. 

Region 2 runs nlong the middle of the commercial corn area from 
east to west. The danger from insect dllmnge to com is grentcst in 
Kansns, Missouri, nud the southern halves of lllinois, Inclinnn, and 
Ohio, which lie in region 3. 

Very little is known about insect damage, in qunnt,ita.tive terms. 
The extent of dnmnge varies with changes in tempemture from yeor 
to year; the higher the tem perature, the greuter the damage. 

During the summer, the insects in stored gmin-"bran bugs," flour 
beetles, sn,w-toothed beetles, foreign grnin beetles, and in southern 
arens, weevils-move nbout freely in the grain. In the cool weather 
of the fall, they move t,owHl"d the center of the bin to get away from 
the cold. The living proeesses of the mnss of illsects 'Produ('.c heat and 
rnoistur·e. The wllrm dnmp air arises, uud cond~nses when it reaches 
the surface of the ~rnin if the wenther is cold. :Moids deniop nnd a 
crust forms in the snrfnce lltye!" of corn. 

Control mCIlSlll"CS include fumignJioll with snch heayier-thnn-Ilir •gases us ethylene dichloride nnd carbon tetrnchlol"ide (a re1atively 
ensy tlnd inex:pensiye process) and clellning the grain to remove the 
insects nud t.he broken bits of kernels. In regions 1 and 2 insect dltm
nge cnn be kept to It smllll percentnge by the use of these methods. 
Estimates ilrc thnt in region 2 the cost of control measul'~S would 
llYel'ng'e f\.bout 1 cent n bushel 'Pc I' year. In Ill'ens south of I'egion 2 
the cost would be considernbly higher. . 

PrWuLBM AUEAS.-Most o(thc cOIlUJlercilll cor.n IU'Clt lic's in regions 
1 and 2, bu t tht' SOll L1w\"I\ jll\J"t lies ill I'egion 3. .Missouri 11ne! the slllllll 
}>ill"l of Knnsns that lies in this nren constitute 11· special storage prob
1('111. Th~ JIlICtlliltiol1S of corn produetion in those StlLtes nl"e ("011
si(!c>rnblc, Ilncl t.his ('nIls for the carr'ying of Im'go stocks there. Yet 
th<'y arl' 10('f\ted ill )"!.'gion 3 ",hp!"!.' insect damnge is high, nnd thnt 
HWIlIlS thn.t stol"llge stoeks should be kept IlS smulll1s possible. 

'I'll(' Wlty to tl partial solution to this difficulty is indicnt!.'d by the 
fnd tlu"t eorn prices IU'(' ol'dilllll"ily fl'OIll 5 to 10 cents highel'in Kunsas 
lind ~fissolll'i thnn in 10WI1, Ilnd N ebrllskl1. In most ("Ilses l)I'i("es run 
LO c~'nts higbe'r in parts of .Missouri thnt l1,rc about 100 to ] 50 miles •
SOli th of surplus-<'ol'n seetions in t"l'n tml, western, and SOli thern 
10WIli prir(,:,l ill KunsllS nre nbouh 5 tents above those in N ebrllslm. 
Tell ('('11 ts n bushel is enough to' con'r tl"l1nsportn.tion costs fO'I' Il 200 
to' 300-mile hnul. Perhnps the thing to do is to sto["(' tilt' supplil's 
from Knnsns nnd ~JissOllri in lown and N ebrllskn, and draw on HH'1ll 
O'n1.,- ns /l(·Nlpd. This would in(,I'(,lIs(I the quantity O'f COI"l1 sto/'NI in 
Iowa about 20 jll'l"C('tlt. Missouri prO'duces about] 10 million buslH'ls 
of ('om on til(' nwmg'(\ (oll('-fowLh of the 10WIl, production) lind the 
sOl/thern pnd of l\lissoul"i lies olltsidc the ('omm('reinl ('01'11 al'en. 
l\'fll('h the snrne thing' is il'tlc of N (·bmskn. in I·(,jation to KUllsns. 

COlln)nO'IlS1~ CONC1.US10N 

The comJlI'onli~i£' 1)('lw('('11 UI(' sOllwwhllt. ciifJ'l'J"{IIIt. eOlle/usions 
1"{'lleiwd in 111(' dis("lIHRions of 11'l1l1spol'ln Lion costs, st.Ol'nge t'ost, iUld 
ins('ct dllJllnge ('1111 b~~ put i11 the fOl'm of a mnjol" l'olldusioll modified 
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by two or three minot' OJl('S~ Thl' ll1njor rondusioll is thn,t ('om 
stocks should b(' loent.ed ill fnirly ('\'('II (t.hat is, uniform ot' ic\l'ntll'll11 
jll'l'('NlltlgCS of pI'ot/lletion on:1' Lhl' ('011111 I I'ITiu.l ('01'11 fU'NL Thl' 
"ltol'uge stocks should lw nllowed to 1l('('ull1ulnt<' ul1t'v('nly fl'OIll Y{,llr' 
to YPHl', ns l'l,ln.tiyl' produelion of ('01'11 [\1ll'lun[('s in tlH' clifrc'I'('llt 
tll'PIIS, but On'l' 11 ppriod of ),pnl's. in ([unntitit'!"' PI'opoI'liOtlHI to tiw 
jlJ'()dudion in ('l1('h lll'('n. 

Till' g'l'Ill'l'llJ ('onclusion is lIlociifi{,d in two nr' lhl'pl' l'l'sppd,.;: Till' 
lltl!'tllutiolls ill pl'oduetion of (,Ol'll in th(' fow' :-;lll!ps alollg til!' w(';;tpl'l1 
('d!!{, of t IH' Ill'pH (:-;Otl tl! DH!.:O t It, ~ ('\Il'n,.;kn, KnllS:!S. I: Illl ).1 iS8omi) 
HI';' nhnllt ;'ill I)('!'('l'nl gl'p:!l('!' tllnn ill chI' I'Pst of thl' HI'I'H,";O lhl' S[Ol'lIg<' 
..;to('k,.; ill tlll's(' S[u(('s should il(, niloll\ fiO jWl'!'pnt 1:u'g('1' tbl1ll ;;todes 
ill till' I'!'S( of thp HI'(':1. But lhis lllOdific:ltioll its!'l!' Ill'('d,.; n [lIl'lill'l' 
lllOdi(jl'utIOll, [)nllwgp ['!'O1ll illsl'\'ls is high ill ·~Iis";(llll'i alld l'nstpI'1l 
l\Ull"U!"', ... 0 sl!leks sll()uJdl)(' kppt ";lllall tll;'I'{', in spitl' or th(· fn!'t thnt 
fhl<'tllHtiollS tll'(' high, A plll'tinl solution tn lid,.; dilli('ully wUllld lw to 
kl'l'jl most of till' stm'ks f1'olll ).Ii,.;soul'i in 10w:I, alld ~t[)('b from 
KHIlSIlS ill :\ pI 1l'1Iskll, h('('HIIi:W lh!' pl'i('!' diD'I'I'('llti:t1s hpI \\'('l'll t!Jo... (' 
Stnt('s 111'1' llsllnlly high ('nO w.!;! I to ('0\'(,1' posts of (I'Hll,,;pol'lntioll. 

I,'()\II'AHISU;\" Oio'STOBAGI':S'I·OCI".o.; ()'i OC'l'OllEH I, I()IO, "1'1'11 BFCO~D1ENJ)ED 
s'('l)e"-",, IIY sTATES 

'I'll(' ('Ol1l(lI'Olllist' l'olH'l.usioll is ollly n rnugh-und-\'('ady lil·... t lIJlJll'oxi
malioll. :\loI'p l'('sPIII'('h \\'ill 1)(' I'('quil'pt! Iwfol'P till' I'P(,(lllllll!'IHlntil)!lS 
for I'llch Slllt!' 01' HI'l'!\ ('nn 1)(' put ill ll\OI'P pI't'('is!' qtlUlIlilali\·p (PI'I11";, 
But I'ollgh :I"; Iht, ('Olll])t'olnisl' c'oll('llISioll i,.;. il will S('I'\'(' liS :l SOl't of 
..:;t!llldnnl by \\'hi('h titl' (·xi,.;ting 10(,lIt101l or tilt' II(,! u:1l slnl"ag(' ,.;toeks 
('IUI Ill' np(lI'llis('d ill n pl'l'lilTlillnl'~' w:ty, Tid,.; :t(lpl'!Iisnl is 11I/\(lt' lIS of 
[wt) 1'{'('1'1l1 dnl('s O('(oiJ('1' I, 1040, and 0('(01>('1' I, 1!l,!1. 

Oil Odo\)('1' 1, IU4U, (hI' toull slocks or "Ol'll Oil fnl'lllS ill llit' 11 
COI'Il H{,I t Stn [I'~ alllOllll tt'd to :') 1'.ij~H,()()O hll,.;II!'ls.I' '1'h('\' WPI'P 
disll'ibll(l'd nlnOllg lht' II Sinll'''; tlS ShOWll ill til!' first ('olin1l11 of 
tnhll' Ii. '1'11(',.;(' slo('k,.; W('I'(' il) toud nholl ( :r~ (l(,I'('P!l t of t h(, IO:{ 1 40 
t\\'('1'ilgP p1'Odudioll of ('01'1\ ill 1IH' II Stnle's, Till'," \\'1'1'(' about thl' 
right sizl', ill (,olnl, 1'01' stabilizatioll (JUI'POSPS, ('I'll(' tOlal stocks in 
(h(' l'nill'c\ Slatc's stood at n\)out 700 million bllshl'I~. abo\lt UI(, sizp 
I'P('Olllllll'IHINI at lIl(' ('lid of thp :wl'lioll Oil thl' sizl' (If stabilizatioll 
si(wks,) If tll(',Y hnd IWl'n lorn led in thp SlaLl's 11('('01'(1 ing to thl' 
mnjol' l'('('oIllIllPlldntioll I'l'llC'h('t\ PIll'li!'I' in Lllis s('('Lioll-in ('Y('n 
P(,I'('('lltagl's of P1'Odll('Lion:- Lhl' numbC'[' of blls\t('ls ill (,H('ll Stntl' 
wOllld hnyl' 1>('('11 ns showlI III till' 8('('(lIld {'olumll of tnble G, 

'1'h(' b1'ond ('oll!'lnsiol1 wns l'('I1('hc'd thnl slol'Hgp slo('ks of ('Ol'll 

should 1H' h('ld in ('\'('1\ IH'1'C'('Tllng(',.; of pl'oduc.tio;l in [hI' difl'('I'Plll 
Stlllps. 'I'll(' ('hipf ll1odifi(,Il,lioll of this ('ollt'lusioll wns Ihn t lhl' 1)('1'
('l'lItll~(,~ ,.;houle! 1)(' Inl'W'1' ill thp S\l1t('S with till' Inl'~(,1' (Ju('tllnliolls 
in production, find slllnlll'1' in tlw :-:;lnl('s wilh lll(' Slllfllll'I' f/u('\lIn.tiolls, 
'l'h!' IWI'('l'n(ng('s should \'nIT Pl'opol'tionnll)T with the.' lludunliolls, 

FluC'lun (illn~ ill prod udioll in Pilch of lhI' 11 ('01'11 BC'1l Slnt('s W('I'(' 
l'l'prl'sl'l1t('(1 llllllH'l'i('nlly ill tahk 5, . B)T 11ll' IIS(' of th",.;e.' JlJ(':lSUI'l'S 
of (Ju('\ll:ltil)ll, th!' stol'ng(' sloeks ('qunl to :1~ lWI'('('lll fol' (ht' II !:)lnll's 

r~- F'llrll1 :~t(l('\\:-; nrt> U~llt1 Iwn~ rnthcr tlUln tOwl !itockS, hl'l'H1JSl\ t till <filtn Cor tlw nonCnnll ,:.;t·:;1llks nr(, uot 
l"cuuplt.1tl,.' h>' ~tnll's. 
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as a total can bp n.pportiOllt'd among thc' difl't'l'cnt States in sueh a 
way thn,t tilt' sto('ks in each Sta.b' are proportional (in pel'ccnta.gl' of 
the ll.yprilgp prodnetion in tIl(' Stilt£') to til(' llH'flSIII't' of flu('tuation
in pl'odllcliorl of (,Ol'n ill l;lmt Stlltp, 

TAIII,~J 6,-Stvck,~ of corn in II Corn B('lI SI(Jlr,~, Ocf. I, tn,40, (Inri Ort. 1, 1.9,4.1 

(1\ (2) (~) (01) J (M 

I Sto('ks of ~(}rn
Actual ~to('ks Stocks of corn i pwponiolinJ tn CrJhuulI (I) liS! !latn silllilarStato of corn 011 proplJrtiOllllJ 10 IIIV~"l~" \lrOdIlC- n Iwrcelil/lcf 10 I hnl in colfarm>1 0('[' I, ll\'t'rfi!!(' pro- lion IlIII tlplil'd of collltOn i;n, I. tllJlII (4) hut[(HOI dur!Jon , by ~l\'l'rtlg(' lIue- Dntll as of Oct. . for OcL I, In'" 

I tUllliotl ill I\rO-
'I· 

I, HHO , 
dliPtlOH t . ~ 

Crpp.'\ ,:tvi -:'oLJrhl'{" t·.~'\ 1[1'1". {1. !'ll)1. 'PoUl,l :;tc)('k"" of i: lIiH in tilt' n ~tatl''' .;"\!tllwn ttl lhH tahI~ wt'r{' 
n. "":'...~ 'h'r\'~ lIt of tiH~ l~I:U, -l0 11 I" t'l'uJ.!)' produdi:m of ('f)tlt HI Uw~p Sturt's flU (J{·l. J! 10-10, IIlid :,H."l:W pl'rt'pnt
~'H ("'t l. !-,.4l 

,; Thl- 1!;.;.Uf'·... :-.110\\ U ltlf ('m~h ~ttth_' l'quat ~H_fi'.!:!:-;' }\1'n'Pllt or I~a{-h ~tHtl"'~ W;-\l-·In ptnrhH'lJOlJ or ('OnL 
l Tlw 11':Il(f·... lh ('oluUln :i ;1r(l ('tHHputl'd It)' nppJ~'JII~ In till' 1iJ.!IH('~ itt ('ohunn :.! '\ {'OrrN'tioH {I\t;tor fur t'Hdl 

~!1tl' ;""\1'0 h~' tlhl forum)u 

\' TIH' ptdht'\i'nl Hf thwttlali(tu tH Ow l~':'jtj~' I~\OH Hl for till' ~Lltp ."Pf' JPJl,'ucli\:l. 
p" ''fIJI' I'J:O ·111 '1\I'("h'(' prOdlH'tluU of l'OfU III tllp ~tatt', 

rh~~ lurmuh \\'t\.". wnr}.,\·d -HUt hy Bit.'h;u'{l n. B\\Pll of tfw BUfi'IlH pf .\J.~Th'IJHurnl ,.~tloWHJlics. 

TIll' fOI'III{Ji:l IIS('c1 to JIlllkl' this nppOl'ti0l1111Plit is g-in'lI Il( (·hp [00(; 
of lul'!(' Ii. Till' l'('slll Is of tlt(' t'OllllllllllliollR, l'XPI'('Rspd 1Il hll~ll('ls, 
al't' ~hO\\ n fol' 1'0('\\ S(tlk ill (11(, (hil'd ('l)lunm of tnblp Ii. 

Tht' nth!,1' IlHlI'P minor IllOdlfi('f1 liollS, ",it Ii I'('S()('('t to imw('[' dllilWgP 

nlld sllt'plus 1111<1 dl'licit un'IIP, :11'1' ('ithl'!' Oill'll to ROItW qllt'sliOI1 H!,\' n 
IlInt tl'l' of lll'lldicni adminiRtl'n.lion 01' 111'(' diflielill to ('Xj)I'l'SS in qlll1ll
titlltiY!' fOl'm. 'I'll";,,, 11lllY IH' igll()f'('d fol' til(' tin1<' b!'ing, (JI' 11111." lw 
I\f'pt ill tllilld ill u g<'Il('1'1I1 wily. 

'1'JI(' ('oll1plll'isol1 elill uow lH' mud(' b('{w('('/l til<' adwll sLoe"s or I'or)) 

on elll'lIlS in (lH('\\ Stall'OIl Ol'to\H'1' J, IH40, nnt! til<' l't'('OIllIllPll(lc'd Rtocks 
ill ('Olllll111 a, Thnt ('Onlfllll'isOH is sltmm 11I1I11(,I'i('lIl1y in ('O/lIIllO ;1, 
\I'hl'l'!' (111' !It'( \Jill st()('ks 0.11 hnnci Hn' show!) us pel'n'ntng-('s of til(' 
1'('('OIlUllPlllkd sl(wk;.;, It shows thot tlw two Pl1stf'1'1l ('01'11 Bell 
Stntl's, IJHlillllU nnd Ohio, hlld If'sS tbn/l 11:111' fls much ('orn HS thry 
1H'('d('(L Illinois l!lId nbolll Lh(l I'igl!t qunntity, Iowa hnd lwi<'C' tiR 
I1I11('h ns it II ('('(I t'<I , HI(lwlIgh if ins('c( tin,mn,g-o n,nd surplus IlPNIR 

W{'l'\' tnken ill to H('('OUll t, thp ('Xl'PSR would h(, IIlOJ'(' Il('lll'!~r 50 PP1'(,(,1l t 
thml 100 1)('I'('I'IIl. i\1i1l1l(,~OIIl hlld about 50 IlPl'l'('Jlt too llluc'h ('om. 
'l'h(' \\'('st('I'lI-friJJg'(' SLnLC's, whl'l'(\ produdion lIuelUHlt'RgrC'n.tJy, did not 
hu.ve ('!lough, 

• 


• 

• 


• 


http:Thl-1!;.;.Uf
http:pel'ccnta.gl


COXTHOLLINl; COHN J~N/) HOC: ;:-;U'PLUDH AN/) PHiCBS ,11 

• The percentngo figUl'OS ill column 5 give the same sort of inforll1ntion 
ns the figures in column 4, but for October 1, 1941, They show that 
the stocks of eol'll on O('.tobo1' 1, 1941, were smaller thaH 011 October 
1, 1940, in t,hc centrllI and cnstct'lJ COlli Belt States, but that they 
wcre llll'gcl' ill tl]f' west(II'1l Stn,tes, Iowl1, Nebrnslm, South Dakota, 
Kn.Jlsns, ~-[issolll'iJ n.ne! \Yiseollsin. That is, the I11nldistl'iblltion of 
stocks in 19,11 Will'; groaLcl' lihun ill 1940, 

It should bc cmphnf';ill('(1 hl'l'C thnt table 6 ll11cl the conclusions 
bnsed upon it l1,re prelimilllll'Y flnd suggestive ratlwl' tban ill nny sunsc 
('ol1rlusivl', 'rhey eonst.itut,c I'xplorn.tions in !1.n unehn.rted Geld rather 
thnn a ('olllplctc SUl'ycy, 

LOCATION 01: STOCKS Slll\L'\IA H1ZED 

• 

The bulk of the StCH'Hl-!:t' f';to('ks of eOI'll should. 1)(' Iwld Oil flll'ms or 
in IWIll'by tOWI1S nIl OV(,I' the ConI Bc,IL, llJld should 110t 1)(' hl'lWily 
(,OlH'('11 (THU'e! ill nllY OJ\(' nl'pn., '1'11(' llul1lbpl' of buslH'h" hpld ill nndl 
Stnll' sllollid be 1)I'OPol'liollnl to HIP H,\'PI'Ill-!:c' PI'Odlll'.lioll of eoi'll, 
ll1ullipli('d by ttH' 1l,\'PI'Hl-!:(' f1Udlln.tioll in pt'oduetion in that Stntp, 
III nddi lion, SOtlW nIJOW!1.tH't' should bl' mn.c/c' 1'01' t.hl' p(,I'(,(~11 tagt' of 
procludioll ('on$lIuwd in an ill'PH, nnd for stornge diflkultics like 
ills('('( dUtllng-e, 

ApPl'nisnl of til(' lI.(·(·uuJ stocks of corn 011 farms by this standard 
shO\\'s thnt- tJll' stocks on Oetobel' ], 1040, \\'PI'(' (J) about Lwiel' fiS 

In I'gl.' ns llN'('SSIlI',Y ill Jown, (2) 60 Pl'I'('('nt· too In rgrin i\lilHlPsota, (8) 
a\Jout I'ight in [j]illois n.lle! ::louth Dn.kolll, nnd. (4) too smnll in lndinnn 
and Ohio ill tlt(' ('lLRtpl'lI pnl'l or (Itt' COl'll Bdt Hilt! in l\('braslm a.nd 
Kallsas on tlu' ,,'pst ('I'll. ('\l gl' , 011 Oetpb(,t, I, l!)41, ! lUI Illaldistl'i bll Lion 
of slo('ks was g'I'pntt'I' lIu~;tl on Odohl'l' I, 10·10, 'I'll ('S(' findings 111'(> 

p!'t'limilllll',\' nnd Hot in [l.ny S(,I1S(, 1I11ll1. 

1'1I1<:I';S. COSTS, \ Kil I "COM)';S 

• 
'I'll\' dis('\tssion so fa.!' Ims tknll with physiC-I).! pl'ohh'!1lB-tllP 1I1l1nbpT 

of 1111SI\('ls or COl'll r('(lltil'pel to stnooth out IIlll'full.fions in pl'odu('tion, 
till' lo('ntioll or tilt' phyt;i('al sllppli('~, and ~o j'ol'llt, 1\ is now lU'('l'~SilJ'y 
!o ('onsi<l(']' Ul(' (1('ol1omie pl'ohklllS or pl'iC'('s, ('()~[s, and in('o111('S, 

ST\BI LIZI N(; Slll'l'l.I ES OF COB N 11I,IHrcgs ...11 E COST 411<' I'HOnUCIN(; 

L1V!';~TIJCK 

Stllbilizillg Huppli('S or ('ol'n hfls II slnhililling: t'f]'c't't on pl'i('('s or ('OJ'Il: 

it nl;;o I'ndtH't's (ItI' ('ost of Pl'Odll('illl-!: linslo<'l" DarilJ;'; tit(' Ins! 20 
),('IlI'S, t!t(, loful lin' "'piglll of !tog's slu,ng'htt'n'd Ullt/l't' Fl'd('l'nl illspr('
t inn hilS \'lIri('d from 12 billion pOllnds in ID2;>'-24 tu (i,1 billion pounds 
in H);H- ;)5, SU('h \'lI,l'inlions in pl'odllct.ion of hog'S ill('I'PHS(' lhl' ('osCs 
ill\'oh'l'll in prodll('ing, s!tippillg, !wel slnugitll'rillg' hogs and in PI'Ot'('ss
ing ll.nd distributing till' pork, . I~qllipnl('nt Ht/PqUn.t(' to handl(~ \2 
hillion pounds of hogs is almost hall' idle whplt onl)T I billion pounds 
m'(' pr(Je!uet'd, and idle' (lC1 IIi plIl(lnt illC'I'('aRNi ('osls ]H'l' unit.. 

:\ 1.0t'('O \'1'1', t;1w Hgltl't's for to[Hl f';lnllghtpl' in LlH' UnitNI Stn.tps Lpll 
only pHrt of thl' story, Tht' wt'ldhl'l' dol'S no!' chn.llg(' ('Y('nly 0"1'1' (,ht' 
wholt, Corn B('lt; drought niwtl.,Ys s!rikt's hn.r<lt'I' in sonw pnl'ts lhn.n in 
ot.hpl'S, In It Y('tU' when the toLnl COl'll crop ill the United Stntes is 
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10 percent smaller than average, in some areas it may be 20, 30, or 
60 percent smaller than average, whereas in other areas it may be •
Inrg('I.' than averng(', These local fluctuations ill supplies affect pro
duction costs of hogs, Thesp costs nrc only partly n1lcwiatccl by the 
automatic flow of corn from slll'plus to ddicit itrc'as a'S it t'('sult of the 
difl'(,l"(,llces in prices bet;\V'0(Hl the two, 1>('ca11s(' the costs of shipping 
corn are high eompalwl with most al'Nt-pl'ice clifJpl'(']wrs. Thc' flow 
of corn from g00c1.-crop n,1'en.s to short-crop n,l'('ns is fa,t' from adeq llatp 
to eVE'll out snpplil's. This is shoWI:1 by th(' cliff('n'nces in fLVNUg(' hog 
weights (l'dlPe,ting diJl'(']'ellc('s in corll suppli.l's) at llifrrl'ent mnrkets 
in tll(' Sitl1H' y('n,1'. The n,v('I'il,ge wright n,t Omaha 1uts Jluctnn.ted from 
30 pounds OV('1' til(' ft.YN'u,ge weight n,t Chien.go in Dc'cC'm\)('r1927 to 
25 pounds under it in D(~e('mbl'r 1936 (23, 1927, 1936), 

Hog production costs fU'P diYided on a pel'celliag(' hasis about as follows: Feed 
75 to 85 pcrccnt, ntJw!' cosj,s (such as Yet(11'inllry which \'111')' clireetl:' with thc 
number of hog!'; produced) 5 to 10 p('rcClI1" fixed l'O~(", such us iutl'I'('f,t Oil buildings 
and e(l'!ipmcnt, 10 to 15 pel'cent (to). If till' hog-prodllcing plnn( is e([nipped 
to pTociuce 10 hillion pounds but is ut;jJiV,(ld to produce oIlly 8 billion pounds, the 
cost pel' pOllnd will be ('iLiRcd hy about 3 percellt, hecnuse the total O"('I'hcad 
costs run OIl as large as ev('l', bllt nre Rpl'cnd O\'CI' fel\'('r hogs. Costs pel' pound go 
up proportiona.t('ly mor(' HS the hog crop doerf'llscs, \llltil the excossi,,1' o"erhead 
c()St~ on a c('o]l half as Im'ge as normal in nllY ll,J'('a r('sult in 10 to 15 pOl'ccnt 
high('r CORts PCI' pound than hog CI'OP5 timt fully utilizcd th':) fixed iJWCStUWllt 
ill the hog-producing plant * * *,

FluC't 11 lLlio m; ill the corn-hog pricc ratio hav(' lLnother indirect efrect on hog
prorluction costs, A givcn qUll,ntity of fced will make tnore pounds of pork if 
fed to hog)'; which tlTC sla\lghtered at from 200 to 230 ponnds than if fed to hogs 
which arc lYlRrket('d fit either lightcr or heavier weights, But whcn the corn 
prieN; are low relative to hog prices becausc of n large crop (or for any other 
reason), as in Che fall ane! winter of 1937-38, hog producers find it profitable to 
f('plt their 110/1:;; t() 1H'ln'i('I' weights. Althollgh it: tnke~ 10 /:0 15 pel'ccnt more 
fe('(1 iO put 11 poulid of gnill on ho!!;~ weighillg 250 to 350 POUIHIH thall oil pi!J:H 
\\,pighing 175 (0 221\ POlllldH, fnrlllerH belie\'(' l'lH'y cnn still inl'l'etLsc' tlt('il' profit!:' 
Ily llsing cheap C'[)I'1l to obtain (.hC'Hl' I'cilltiveiy expcnsive gain;; [n, Ja1· They 
beli('\'(, it j)('(t ('I' to l:tk(1 IL 10 to 15 percent IOH~ in fperling c!licicncy thull a 20 
01"10 perCl'llt I'NillCtioll ill corn prire (18, P71. 880-8S1, u)YjJ61ld'ixes A, B). 

lvfuch lhe snl1w thdl[!: is leuE' of cn,ttle and other classes of livestock, 
Fluctllu,tions ill supplies of cOl'll1l1ak(' for high costs of livestock pro
duction, and stnbilir.ntion of supplies of corn would reduce those costs, 

STABILIZING PHO])UCTION 01> COHN' IN'CHEASES INCOMES 

Stnhiliziug' supp1.ies of corll 110t only decreases tht, eosts of producing 
liv(,Hto('k; it 0150 incl'('os('s gross ineomes t.o corn nnd hog producers, 
The lowp!' PH!'! of figu!'e W, A shows tlw demand ClIl'V(' 01' avernge
['('venul' ('U('\'(' for corn, takl'll from Ow pricc' nnnlysis giyen earlier in 
this hulll'lin. This is tlte i\.Vl'!'nge-!'rvenuc' curve when the level of 
drmnnd is iW('l'n~c, 'I'l\{' UPPl'1' pnl't of figure 16, A shows the total
yn.lu(' CUl'v(' 1'01' eOl'n i this shows tilt' Lotnl vultl(' of difTeL'l'nt-sized crops. 
i\! ost of the ('orn ('I'OP is sold not !Is ('i\sh corll, hut in the forl11 of 
liYeRlock 'rhl' vHllle of thc' mn.jo!' livestock crop, bogs, follows dosdy 
tllP vn.lue of (hc' cOr1l c('op, LllJ' dl'mnnd 1'01' hogs hnying about the same 
ditsticity HS the d('111nnd 1'01' COrn (/8, Jll). 323-326; a])pf'nd'i;res A, B), 
The totn.l-\rnluc curve 1'01' corn, therefore, npproximates the tOtitl
I'CY('l1lll' (',UlY(' fol' tlw value of Uw prod lIds in to which most of the 
torn is eOnVCl'tNI. H will be rei'cIT(·d Lo henceforth as the totl1l
I'evenue curVe for corn, in conformity with n,nnlyt.ical economic 
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CENTS 
PERCENT PER 

BUSHEL
AVERAGE AND MARGINAL REVENUETOTAL REVENUE 

I I 
A lIer.ge reven ue. 

1940 1941 80 
150~------~------~r---1 

60 
100 ~ 

40 

• 
50 

,, ,,, 	 ,, 	 ,, ,
" 	 Marginal revenue. ,,
'_1940_ 1941 2.0, ,0 	 , crop crop 

")/ '{/
200 	

\,1 I: 
AVERAGE REVENUE 	 , 

0 

ISO 

100~------~-------"--~ 

• 50~-------~-------~--~ 

B 

2 
A 1940 CROP 

o~--~---L--~--~--~ 3o 50 100 
1941 CROP 

INDEX NUMBERS Of CORN PRODUCTION (BUSHELS. BILLIONS)
(AVERAGE .100) 

BAE 39.(Be 

FIGURE 16.--AVERAGE. MARGINAL. AND TOTAL REVENUE FOR DIFFERENT SIZE 
CORN CROPS•• 1. AVERAGE AND TOTAL REVENUES; DATA EXPRESSED IN 
TERMS OF PERCENT OF AVERAGE. n. AVERAGE AND MARGINAL REVENUE AND 
GAIN FROM STABILIZATION. 

A 	shows (:hat larf!;e crops and sllIull crops arc both worth less th:lII crops between 
80 IInri 85 percent of uverage Ili~l'. B HhoWH fhat fhe gain froll1 stabilization is 
greater whon fluctuations in crop production arc large than whcn they are slllall. 

• 
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Study of this total-revenue CUl'Ve for corn shows that two crops, 
one large find the othel' slllItH, firc wortJl less thltl1 two crops of nvcmge • 
size. A crop that is 20 percent 1111'ger thl1ll a,vel'llge is \Vol'll. 84 percent 
of n,vel'nge; a crop that is 20 perct'llt smaller than a.vemgt' is worth 
104 percent of average; the sum of these two total "ahles, divided by 
2, is 94. But the sum of the total valucs of two avemge crops, divided 
by 2, is 100; that is 6 percent morc tha.l1 94. Sttlbiliztltion of supplies 
would convert n, series of various-sized m'ops into n, st'I'il's of avemge
sized crops, and this wouldincrellse the Yl1lu(' of the crops. 

The iUustmtioll used is rllther nil ('xtremc cl1se. Crops as mllch ns 
20 percent on~l'size represent about th(' limit thn,t hilS been rCf1('hcd 
in tlH' pnst; few corn crops exceed 3 billion bush('ls. The situatiOIJ 
for nil sizes of crops up to 20-percent oversize ('illl be I't'pr'psented ill 
one din~l'I\m, shown ill f-igun' 16 B,IB 'fhe ldt-lmlld palt of this figure 
shows the d('mnlld euryc for the eorn erop liS of one yellr, for cxample 
1940. Th(' righL-Iumd part (which is simillli' to th(' ldt-hand pl1.rt but 
l'e\'er~ed) shows tlll' ({enutnel ClU"'(' for the eorn erop as of the IWx:t 
Y('lll',in this ens(' 1941 (tI](' seal(' along thl' I'ight-hnnd half of the 
bottom of tilt' chart runs frol11 righl to lcft, not from l('ft to I·ight) . 
FOI' simplicity, the n,vl.'l'Ilge pl'ie(' of COI'l1 is represellted ItS 50 cents, •and the avel·l\.cr(' corn crop, as 2.5 billion bushels. 

Th(' dotit'd lines in the lower pm't of 16 B are the margilllll-r('yt'llue 
(additioll-to-totlll-I'e\~en lie) curves. They cross (1111.\"(' eq tlll.1 values) 
at 2,5 billion bushels. ThiLt meallS that if the crop were litrge in 
1940 llnd sml~ll in ] 941, so that the two crops totaled 5 billion bushels, 
tilt' WI1.\' to 1l1l1ximize l'et,uOlS would be to sell 2.,5 billiol1 busl)('ls each 
veal'. -Till.' itmOun!: of the gain over selling ('rops of unequal sizes is 
shown by the black triallgllln.l· 111'ea in the lower part of the ('hart. 
The al'el1 ill this case shows the gross gain from (,OllYerting a crop of 
3 billion bushels, fol1owcd by 11 trop of 2 billion bushels, in to two 
average-sized crops of 2.5 billion bllshels ellch. The gross gllin in 
this case mnonnts to 150 million dollars, which, divided by 2, is 75 
million dolhtI's a year. 

En·'gCT OF STABILIZING SUPPLIES ON STABILITY OF INCOllE 

Before the Evcr-Nol'l1l111 Gmllnry· pl'ogrnIl1s wcre put into efl'ect, a 
large crop of eorn depressed priees so much thl1t it was worth less thn,n • 
11 S111I1\1 crop. If Ill! the crop W(,1'(, sold ItS grn,in, I1S pl'l1cticnlly nll of 
the whellt crop is, this would meall tlll1t toUdl'ew'llues from corTl would 
fillctllltte inversely with the size of the ('rop (il\\~er·se.ly, because the 
demnnd for eorn is inelastir through most of its rHng(,), The fn.et 
th/1.t most of the com crop is fed to livestock U.PPCllI·S 011 the fnce of it 
to add complicl1tiolls to this simple conclusion; but as the totnl value 
of the hog Cl'Op closely follows the total vi11ul' of thl' ('om ('rop on 
\\'hi('h it WIlS l'Itisl'd, the simple conellision holds that tb(\ t.otl1lrcyenue 
from corn fluctuates ilwerse1y with the siz.c of the crop. 

Ii 'Phis type of chllrt. WIIS Ilrst worked alit hy F. V. WIlIl/:h to sho'" the L'Jf~ct of priL~ dis~rhlllnlltion 
bt,'twccn tWo Income groups. n. O. Bl'I'n ndded the Men of repr~selltlnl! th" Rnill by Hl<' lIse of the IlIllr
ginll1 eur~cs in the Wll~' ShQ"'II, 

The two dl'lllllnd clln'es /irc ShOWlIllS If tlll'Y WNt' indcpl'nd'·lIt. 'rhis is no~ strictly tru~. An increaSe 
In tlw d~mllncl for hogs In II gh·rm. ),('nr would Incrl'IL~(' tlJl' demllnd for ~'Orn, not onl~' that ycar owing to 
th~ riSt' In tile r,rlr;() 01 ho~s (n '-ertlC,,1 shift In the position 01 tlw d~llmnd curwl but n1so for the next ycar, 
wh~ll ho~ \,rol uetion had hll(1 tiUlL' tn expillul (resulting in n hori7.01ll>\1 shift), Also, n Inrl'~ crop of corn 
t yt'ar rcsu ting in au lncrcn."'-! in hOI: production b~' th~ .next ),"'lr wQullllncrctu'I' the lI~mnnd for corn that 
yenr. lIniN'S the ext'C-'<5 W('re held O\I'r [IS pnrt of 1111 E\'er-Norlllul Grannr)" pro~rnm. But theSt.' COtlllllica
tlons 110 not nlTcct the main principles, Bnd could not in "ny case be handled. here witbout o\'crloading
the exposition. 
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Under a stabilization progmm thn.t situn.tion is reversed, especially 
when stabilization is effeeted by men.l1S of loans. "'llll.l happens is this: 

Suppose the crop is 20 percent oversize. If the 1011n is set at the 
RYemge-crop level, the excess 20 percent of the crop is scaled, loans 
are taken out, and the money is spent about the sn.me as though. the 
20 percent excess had been sold n.t the same price as the loan rn.te. 
The total revenue from the "sn.le" of the large crop therefore is 20 
pe1"(~cn t greater than average. If the crop the next year is 20 percent 
smaller tlum average, the. total revenue is also smaller than average. 
Stabilizu.tioll of supplies a.t the n.vemge-crop le\"el, therefore, would 
cause total revenues from the "sale" of corn to fluctuate directly a.nd 
profortionally with the size of the crop. 

• 

t nder the pal'ticular schedules of loan rates wTitten into the Agri
cultural Adjustment Act of 1938, the situation is a little more com
plicnted than has been indicated. The loan rates val'y inversely, but 
not proportionally, with size of the corn crop. An arithmetically 
simple way to show the efrect of the varying loan rates is to assume 
that the basic loan rate of 75 percent specified in the ac.t 11fl.ppens to 
work out to a price of 75 cents a bushel, and furthermoTe that a. 
norl1ln.l year's domestie consum:ption and exports of corn as defined in 
the net is 2.5 billion bushels (the Secretary's latest determination 
wa.s :!,585 million bushels). Based 011 that assumption table 7 nnd 
figure 17 show total revenues from corn crops of d~fl'erent sizes. 

TABLE 7.-Tolal reven1les .from corn crops of different. sizes 1I11der the schedule of 
loan rates specified in the Agricult11ral Adjustment Act. of 1938 

Slz" of crop . ~_______._ I l,(Jan rate II----I- - ~ --". p~'r bushel 'rotal income 

PCr~l1t8gc -1~ ____.__~l~~~~ ___"' ~ 1---...-----
Cenls ,1£illio1/ dol/ara 

75 1,875 or less.100 or less 70 1,750 to 1,025.101 to 110 _ 65 1,788 to 1,869.111 to 115 60 1.725 to 1,800.110 to 120 _ 
55 1.0.'iO to 1.719.121 to 125_ 52 : 1,625 or more.12f\or more. 

• Figure 17 nlso shows til(' totnlreYCllUeS from ('0111 trops of difi"erent 
sizes under 13, n, IOILl!. rH,te fixed n.ln single figure, ill this casc 75 tents, 
regardless of the size of the crop; imd C, no progmm at nll, with 
prices of COl'll fluclunting ns they used to do, illversely with the size· 
of tile crop. Total incomes under the lonn rntes in the Agricultural 
Adjustment Act o( 1938, represcnted by thc series of steps, figUl"e 17, 
A, would lie between the two other lines. 

STlOUf,D'rOTAL REVENUES BF~ S'l'ABlLIZED, HATHER THAN PRICES?
A cnse could be made for setting loan rates in relittion to the size of 
the crop in such a Wfl.~r tlmt the total revenue would rellu1in at a 
consLl1ut level year in and year out no mlLller Whitt the size of the 
cr?p. Perhaps that would be a more desirable action than stabilizing 
prices. 
. But corn is primarily !1 raw mnteril11 for producing livestock, and 
if prices of COI"II imd q UH,ntities of ('om consumed were permitted to 
fiuciul1te, livestoek production n.nd prices would fluetuate nlso. It 
would seem preferable to stabilize supplies of corn completely, in 

• 
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TOTAt. 
INCONE •(D::t~~:il 

2.3 

8. Total incomes with 
fixed rate of 75 cents 

2.2 

2.1 

2.0 

•
" A. Total incomes with 

1.9 ,---~r -.- schedule 0/ loan rates" 1 in A A A 0/1938, , , 
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C. Total incomes with no V 
stabilization program 

I.S --1--' 
'--__-.J..___.!-..___~ ._._. ____• __

1.4 
2.4 2,5 2 6 2.7 2 B 29 3 a 31 32 

SIZE OF CORN CROP I BUSHEl-S. BILLIONS) 

SAE""" 
FIGURE. 17.-ToTAL REVENUES FROM THE SALE OF DIFFERENT SIZED CORN CROPS 

WITH .1, THE SCHEDULE OF LOAN RATES IN THE AGRICULTURAL ADJUSTMENT 
ACT OF 1938: B. THE LOAN RATE FIXED AT 75 CENTs; AND C. No STABILIZATION 
PROGRAM AT ALL 

The corn-loa)) ratcs written in the Agricultural Adjuiitment Act of 1938 are such 
that the tot;lll rcvenues from a Illrgc corn crop arc somewhat larger than the 
total rt'~'cIIUC$ froUl nil ayeragc crop. ff there were no stabilization program, 
thc total revenues from a Illrgt' crop would he considerably lower than the total 
revellucs from all average crop. 1f IOlln rtltcs were fixed at a constant figure, 
the total rc\'enue,; from a large crop would gr('utly exceed the total revenucs 
from lui Ilverage crop; they would \'ary dircctly with the size of the crop. • 
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order to stabilize supplies of liYestock, thereby stabilizing prices of 
liyestock and total reyenues. The only penalty for doing so would be 
the fluctuation that would exist in the total reyenues from corn. 
The fluctuation would be small, however, as so small a percentage 
of the crop is sold as cash gmin. It could be controlled completely 
by mnking the loans on the corn in some fornl that could not be 
tunlCd into cnsh lll1til J1 short crop came nlong-a sort of warehouse 
certificate for the corn, rather than It co.sh lonn on it. POl'haps that 
is an impracticable suggestion, nt leltst until the stnbilization pro
grams have become thoroughly estnblished on the cash-Iottn bo.sis 
and until the cltnnge could be mnde with n minimlUn disturbing 
effect on the progrnm ns n whole. 

A SELF-FINANCING STABlLl7.ATION PHOGHAM 

From n bnl1ker's point of yiew, nny progrnm of complete stnbilizn
tion of supplies would be uneconomic; it could not finance itself. 
If demaud remnined constant, tt progrttm thttt stnbilized supplies 
completely would stabilize prices, so tlmt the corn would be taken 
out of storage nt the snme price at which it wns put in. The farmer 
who cnrried the corn, or the lonning agency that took it over, would 
be "out" the costs of stomge. 

A stnbilizl1tion pl'Ogram would finance itself directly, if the loan 
rate were set niew cents below the price tbnt would move nn average 
crop of corn into consumption. This would withhold, not nll of the 
excess supplies above Iwernge, but only the ml1jor pl1rt of them. It 
would only pnrtly stnbilize supplies, nnd therefore- it would only 
pnrtly stabilize prices. The rise. in prices from lnrge-crop years to 
short-crop yenrs would be sufli('lent to co\rer the costs of stomge. 
Such n progfllm would come close to complete stnbilization, and would 
pay for itself. 

The bnsic problem is not how 1l1rge should the stocks be, nor how 
much would they cost, but ruther, How cnn thnt cost be covered? 
Complete stl1bilizl1tion of supplies would plnce nIl the costs on the 
lonning I1gency, ILnd if complete stnbilizntion is worth thnt much to 
society, tbl1t may be wbere the costs should be pll1ced. On the other 
hand if there is l111y prospect that something approl1ching complete 
stl1bilizntion could be nttained in such a way thl1t the program would 
finallce itself, thl1t prospect is worth investigl1ting. 

Accordinglv, the next section is devoted to whether 11 stabilizl1tioll 
progrttm courd be set up in such 11 way as to cover its own costs, 
alid if so, how that kind of program would work out. The discussion 
begins on a somewhat oversimplified plane, for purposes of clarity, 
und then moyes closer to the complicn.tions of ren.lity. 

A "COSTLESS" STABIUZATION I>HOGHAM 

The controlling fltotor here is the net cost which is determined 
by the three items of gross cost: (1) The costs of storage per bushel 
per year, (2) the number of bushels to be cl1rried in the storage stocks, 
l1.n<1 (3) the number of years the stocks would be cnrried. Against 
these items of cost one' item of i1l('ome is to be considered here-the 
!tl11oun t of tIll' rise in price from large-crop yenrs to short-crop years, 
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which would enable the owners of the stored corn to more or less 
completely recover their gross costs. Other items of income are 
considered later. 

The objective would be to cltrry over such quantities of com as 
would reduce the net costs to zerO. The principle will be illm;trated 
under the simplest conditions. In the preceding chltpter the figure 
5 cents a year WitS used to represent the cost of calTying con1 in stor
age. If large and smuU crops itlternated reO"ulariy, the net costs of 
storage would be recluce(l to zero by setting loltll values in t,he hl1'ge
crop years 5 cents lower than prices of corn would be in small-crop 
yeltt'S. The I'ise in prices would just cover the ~ross storn.ge costs, and 
llet costs would be zero. This would come WIthin 2.5 cents of com
plete stabilizn.t;ion of prices. It would /'eq uITe the storing of aU but 
70 million bushels of the excess over avemge production in the large
crop yeILl'S, its the cOI'n pripe itun.lysis given en.rlier in this report shows 
thitt n. change in price of 2.5 cents is Itssociated with a change in quan
titv of 70 million bushels. 

l\.etunlly, as show:n en,rl1er, larg(' crops are twice as numerous as 
s111ail crops. On till' ltvcl'itge, stol'n,g{' stocks would have to be carried 
ov('r from two lal~g('-('rop ypm's to fill out one short-crop year. The costs 
of storngc for the ttv('rngo storage op('ration (filling and emptying) 
would therefore be 10 ccnts (5 eents eneh ycnr) for the hnlf of the eorn 
tlmt would b(' cnrri('d 2 vt'nrs, nnd 5 cents for the other Imlf thu.t wOltld 
be carriNl only 1 yel1.1', cqnn.lling 7.5 cents a year for the, total quantity 
of corn stol'etL.IO Reducing t,\u'. net, costs to zero in this situation 
would l'('quirf' s('tting lonn vn.lu('s 7.5 cents lower in hl1'ge-crop years 
than in smnll-crop yem·s. This would como within about 4 cents 
(neclu'u,trly, 3.75 cents) of complet(' prie(' stll.bilizll,tion, and would 
requir(' the storing of an but 100 million buslwls of the excess over 
a \'('rllge production in th(' larg('-erop Y('Il.l'S. 

'rill' pr('c('(\ing discussion is bilsed upon the Il.vCl'{l,gc order in which 
Iltl'ge and small ('I'OPS COIlle-two In.rgl' ('rops t1.nd one small crop. In 
\·(·n.lity this iw('rng(' is not dosdy followed. TIU'l'e have b(,D1 ns mnny 
as S('V(,1l or nint' large (~rops in n. row, llnd as many as fom' short crops 
togcth(·r. 1'11('1'(' is 110 \\'1\.)' of telling, u.fter one large crop has come, 
how Bum)' oth('l'S [U'l' going to follow it. 

TIt<' plan that would fit til(' fnds best would seem to be something 
along tIl(' followingiill('s, W/U'll It big (WOP comes, no matter how· big 
it is, th(' lottn vnhl(' should b<.' set 2.5 eents below the price at which an 
lW('!'age el'Op would lULW sold. 'rhis would withhold all but about 
60 million bus/wls of th(' ('xeess over Il.verage production. T}wll if the 
e!'Op tlw next )'NIT fell ns short of Ityemg(' sizp us th(' ill.l'g(' ('rop httd 
exee('ded it, prie('s would ,.is(· 5 cpnts, and t1t(' stOlwl eorn could be sold 
Itt It price thnt would eo\'('1.' tIll' eosts of storngc, 1'11(' mn.ximum of 
st/lhilizn.t.iol1 ll,t zero lll't cost would hn,yp b('('11 aceomplished, 

But if the crop tit(' !text ),PiL!' (Itfh·[· the originn.l big ('rop) were not 
shol·t Qutltn'ge, mttking two big (,I'OPS in n, I'OW, the eorn stol'pd from the 

II .\ccut'l\te comllu\Mi(ln of this !\gur~. would !Twol\'e mortl complicated calCUlations, 'I'ho cost of st.Oring 
tllnl hill( of tlIe corn thlli, was cnrriod (or 2 rellrs would ho less Hum 5 C('ntS II yellr, as the o,'crhclld on tho 
crlh would hcsprc/ld O"cr 2 Yl'ars outo(;! (IIat. Clver 1 year out 0(2. as it \\'ould iflllrgc lind smail crops nlter
nnted rcgulllrl~'), For tIl<l Slim,) rNlSon, tho cost o( storing lImt lmlf o( the corn that WIIS ""rried only 1 yellr 
would be 1lI0rc tbun 5 cents II yellr. But. them lire sOIIIIHeasolls (or lIsing only lIll'simplo cnlculntiQngi\'ell in 
the toxt. Tn III1I11Y =l~' thil SlIlIItl crih (lr bill would bo tlsed rOf t\le 2 ycnrs (not. two S"PllfllW om's) und ill 
nI!lnr ntll\'rs, stich IL. Ilt (,'rmlnlll IIlnrk,·(s, n strnighl S1llTU~l' mfi' 1)\'r hnslwl Jwr yenr would he pllid, Tbe 
stnllght 5 cents is tlsed here pnrtly (or these fCIl$OIlS. nnd pllrtly to II \'oid cOlUplicnte,t computntions o{ dubious 
llCCurncy. 

• 


• 

• 
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• originallarg(, crop would have to be carried for 2 years. The storage 
costs for that corn would be 1.0 cents n, bushel. The corn stored from 
the second In,rge crop would. have to be carried only 1 year, and the 
st{)rnge costs for that corn would be only 5 cents a bushel. 

If the two larg(' crops were equally large, the lonn rate should be set 
at 3.75 cents below the price n,t which fLU av('rnge crop would sell. If 
the fil'st large crop were Inl'g('r thn,n the second, tihc lonn rate should be 
closer to 5 cents below the IWN'ng('-('l'0P prie('; if it wore smnller, the 
lonn rate should be closer thnn 2.5 c('uts. Thllt is, the loan rate should 
be below th(' n,Y('l'IIge-('l'Op pric(' by olw-hnlf the weighted average 
storage eosts fhat would bt:' aceulllulnted before tll(' next crop came. 

• 

TIl(' question of how Inl'ge th(' storngl' stocks should be, th('refore, 
l'('(luces to a qu('stion of how Ill'lU'lyeomplet(' the stn,bilizntion of prices 
and supplies should be, nnd this boils down to the question of whnt the 
lonn rn.te should be to (11111,bh' n rjse .in tht:' pl'ic(' of the eorll stocks to 
cover tht' storage costs. Thc' nnswt:'1' u.PPiu·ently is this: The lonu rn.te 
should be eqUId to the pl'ice n.t whi('h an !Lvel'llg(' erop would sell, minus 
one-half of Ut(' weightt'd n,Vl'l'Hg(' storage eosts that would be accumu
In.tt'd b('fo1'l' til(' Ill'xt },('nl"s Grop eOBWS into b('ing. 'l'llllS, if a number 
of Inrge crops come in succession, stomgl' clllll'ges would grn.dunlly 
mount lonu l'n.tC's would 1)(' gmdually redu('('d, [mel l('ss nnd less of the 
l'xe('ss oY('1' n,vPl'llgC' produetion ('neh yt'nr would b(' ndd('{i to the exist
ing qun,ntitit's in ston'. ]~n'nLlln.lly It short ewp 01' stwcession of short 
crops would eOllle nlong, nnd till' storNl corn could be s01d at n pricl' 
thn.t would eo\'('1' LIt(' sLol'ngl' tosts. 

A "COSTLESS" STABILIZATION 1)1l0GIlA~I. TAKING INCIlEASES IN TOTAL 

INCO~IE INTO ACCOUNT 

The question mny now bl' rn,ised: Is thn,t n too nnrrow I<bu.nker" 
type of uonl'lusion'? 

• 

It: was shown eadyin this bulletin thnt II. sC'l'it's of difl'el'ent sized 
(TOPS sell fol' less th;lll H. sPl'ies of H.\'(,l'IlgC' sizNl (,I'OPS, nnd thcrC'fo.l'e 
thn,t st.n,bili7.ntion of supplil's 'would incf'('l1se the' totnl vnlue of a seril's 
of crops. Thl~ in('rl'l1sl' in totnl \'n.iu(' is in most eases more thnn suffi
cient to pn.)' stOI'l1.gl' costs estinlll,'/.,ed at 5 ('ents n bushel. This is true 
pn,l't1y bec!l.use tIl(' iJl(Tl'llse in Lotn.l vnlu(' n,pplies to the totnl crop, 
wit('rNLs the costs of storage apply only to thl' pn,l't of the crop that 
is slol'NI. In tIll' ('ns(' of n. 20-pc'l'('nnL oY(,J'Sized crop followed by a 
20-pPl'('('nL undel'Sizl'd ('.I'Op. thl' ('osi of stol'uge nt. 5 ('euts n bushel 
on 20 pC'ITenL of tIw ('I'Op would be (·quivu.lent to 1 cent n. bllsiwl on 
tite ('ntil'l' crop. Of 50-('('lIt ('om this would be 2 pC'l'('ent of the total 
valtl(' of tit(' ('rop. But stniJilizntion \\'oldd in('reus(' the totnl vnlue 
of both crops 6 pon·enL. which would much more thnn cover the 
stol'ng(' costs. 

In mnny cnses til(' storng(' stocks would hayc to be cnrried fOl'mol'c 
than n, ye·u.I'. Tn Lh(' pl't's(.nt illustrntion, t\tC' stocks could be carri('d 
for 6 yon,rs 1)(,[01'(' tht:' costs of storn,g(' would be as greu.t as the incrense 
in cnsh income result.ing fromstn.hilizn.tion. 

As n. stn,bilizn,lion progl'U.tn incl'euscs the total value of n, scries of 
corn crops, in n, 1ll11.11l1C'r that can b(' clefinitely mensured in doHul's 
and cellts, J)(,l'hllPS this I'is!' in totn.1 vuIu!' should 1)(' tuken into nccount, 
in the snlll(' way thnt the' risC' in prie('s from Inrg('- and smn.ll-crop 
yeltl'S WU.S tnkcn into accouut, ns covcring the costs of storage. 

• 
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The point to which this would permit stabilization to be carried 
can be shown by adding one mOl'C complication to figure 16, The 
costs of storage at 5 cents a bushel can be represented by a line running 
5 cents below the ma.rginlll-l'cvenue curve for the 1941 crop, Thi~ 
line constitutes the upper boundary of the triangle that shows the 
net gains from stabilization above stol'ftge costs, Snell net gains 
from stabilization would exceed the costs of storing corn for 1 year, 
for all crops larger than 42 million bushels above a,verage. Further 
complltu.tions show tllll.t the gains would exceed the costs of storing 
co.l'l1 for 2 yeaL'S, for aU crops larger than 63 mi1lion bushels; for 3 
Yl'al'S, 83 million, and so 011 up. 

The minimUlll amounts indicu.ted are only a little more than half 
as gl'eat as the minimum amounts given earlier for a program designed 
to cover the costs of stol'age from the rise in corn prices alone (not 
from the incl'ease in total corn-crop vnlues), Thnt is, a program 
taking into nccollnt f,lII:' rise in el'op values as otrsetting stol'l1ge costs 
would approaeh nearly twiee ns (·lose to complete stablization as a 
program taking into account only the rise in pl'iees to cover costs of 
stol'ngc, 

Thc more complete stabilization program would permit prices to 
rise only enough to COVOI' about haH the st01'l1go costs, Under those 
conditions, most of the eO/'l1 put u1JCkl' sNII would not be redeemed by 
the fnnners who put it t1wl'e, They would tum it over to the loaning 
agcncy, and this ngeucy would sell it later in short-crop YCt11'S when the 
pric(> would haye riscn only about hnlf enough to cover the storage 
costs, The loaning agency would I.H' "out" the othcr half, Wlwre 
would it get the money to COW!I' that, part of its costs? . 

The question stated is a pL'adical one, and in dealing with it an 
equnlly practical point should be l'ecogllized: In all probability, a 
progt'lll1l thnt would eome within 42 million bushels of completely 
stabilizing corn supplies would be calTied the rest of the way to com
plete slabilizntioll, as being simpler to grasp and administer, for all 
thc difl'crollce a few cents n, bushel would mnke, If this wcre done, 
the. lon,ning agency would bc "out" n.ll t.he stol'age eosts, There are 
only two possible places whel'o it eould got the money to recoup its 
losses, Olle is fl'om thc pl'oducel'S of corn and livestock, The other 
is (l'om thc consumers, ,Vhieh should it be? 

It was shown enl'licl' thnt st.a,bilizntion of corn supplies increases 
the value of II. series of COl'O ('rops, whether the corn is sold fOl' cllsh 
or cO(H'erted into liyestock, and this clearly benefits corn Ilnd live
stock produ('('I'S, Could t.he produecJ'S not legitimately be called 
upon fOl' fi, share of their bonefits, to coyer the losses (equlll to the 
storl1ge costs) inClII'l'ed by til(> 10nning agency? Before that question 
('.1\11 be fl.l)sw(~l'ed, one mOL'(' ('omplicn,tion needs to be explol'('(1. That 
is, Do eOnSUllWl'S get nny benefits frol11 stabilization programs? 

J)OBS STAlUl,IZA'l'ION BI~NEFIT CONSU~lEnS? 

It eould be argued thil.t consumers nrc harmed by stnbiliza.tion to 
the same cxten t thftL fUI'/lll'I'S tlrc beneli ted by the increased total 
value of their ('!'Ops, for the incretlsed total value of crops to farmm'S 
emer~es ns ·an lllcrcllsc in the <'ost of food to eOnSUI1lCl'S, If stabiliza,
tion Il1CrCIlS('S the LotHl Yniu(' of a series of crops (l percent, as in the 
illustl'tltion just used, it must increase the cost of consumers' pnr
chllses bY' the snlne amollnt.. 

• 


• 

• 

• 




CONTROLLING CORN AND HOG SUPPLIES AND PRICES 51 

• The harm or benefit to consumers cannot be measured, however, 
merely by the increase or decrease in the amoi.mt of money they pay 
for COl'll. If a monopolist restricted the production of his product, 
and the demand for that product were inelastic, consumers would 
pay more for the small quantity than they did before. They would 
clearly be hr Lilted, but the harm would not be measured by the extra 
amOlUlt of money they had to pay. For if the demand were elastic 
instead of i.nelastic, consumers would pay less for the small quantity 
than before. No oue could claim that they would be benefited be
cause their total outlu,y for the product hnd·been reduced; lenst of all 
could anyone claim that they would be benefited by the amount of 
the reduction in their totnl outlay for the product. 

• 

The question can be approached from 11 different direction. Any 
one consumer gets more su,tisfactiou ft·om a fairly even consumption 
of a pu,rticular food than he. docs from a scarcity at one time and a 
~lut at another. In technicn] tel'lDS, the total-utility curve is convex 
trom abovc. A stnble supply is therefore worth more to him thnn a 
fluctuating supply. The extra. worth of the stnble supply may b(' 
grNlt.er or less than the extra money he hns to pay for it-there is no 
wny of telling wlli(lh--so the consumer may benefit by more or less 
than the ('xtra money he pU,ys. The important point is merely thnt 
he c1o('s bC'n('fit to some extcnt; the extra money he pays is not all loss, 
and may cn'n be less than the benefi t he receives. 

• 

But fluctuations in the production of different foods have n, differ
entiu1 pfTcet on difl'C'rpnt elnssC's of consumers. When supplies and 
pricl's f1uctuute, consumel's with low incomes can mnke those illcomes 
go further by buying most heuNily of those foods thnt nre cheapest nt 
thc time, nnd buying least henvily-·~or perhnps not at all-of those 
foods thnt u,r('. tempol'lLrily scarce and high priced. At first thought, 
tl1(lrdore, it would appear thnt stabilizing supplies would work some 
hardship OD the low-ineome groups; they would be obliged to pn,:v 
more 1'01' their food. BilL the cfroct on prices is likely to be more or 
less offs('t by n.nothel· e£l'ect, tbut of stnbilizlng supplies. In the long 
run, consumers ns n, group arC' likely to get most of the benefits thn,t 
in the shol,t rlln go to pl~oducers, proc('ssors, and distributors. Tho 
low('ring of eosts of producing IlJld handling ft1rm products all along 
(,he line would iner('lls(' produ('l'rs' and distributors' profits. To the 
extent thnt ('ompdition exists, the incrensed profits lead before long 
to il1e]"('used prodlldioll, and this r('slilts in lower pl·ices to consumers. 
[f produelion is Iwrmitted to expn,nd, consumers ultimately get most 
of thp l)(,lwfits or stabili)ln,tion progrn.ms, and they arc the ones who 
should pll,y for thelll. If prQdll(,tion is not permitted to expand, the 
bC'l1rfits will he retained by the producers nncl processors, and the 
('osts should then be elHlrgC'd to t1WIll, 

l.f consulllers ul Liml1ldy (Tel most of the benefits from stubilization 
progrnJl1s. the nl('tllod of eolIeeting the costs of a program (the storage 
costs) is l11('chanicully simple. Any impairment of the Commodity 
Credit Corpom.Lion's en.pilal is restored cltch yenr from the Federal 

• 'l'rcnsul'Y, 	 which gets its funds from tuxn,tioll of consumers. If 
fa1"llH'rs get most of the beJ)pfi ls, ho\\'e\'('r, the coiledion problem is . 
more dinIeull. 110st of the corn produeed is fl'd to livl'stock on the 
ffirm whPJ·(, it is grown, nnci tli('re is no ('olw('l1i('nt pointat which 
the ul110unts P('J' fllrl11('1" ('ould bl' ltc-cul'alC'ly nlld impnrtially nscer
taincd nnd lnxes could be IC\Tied. A pl'oeessing linx on hogs and 
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otller livestock might be used Iwcl1use n. large purt of it \vou]d be homo • 
by the funllers. Another Wtty to coll(,<;t from the' producers would 
be to deduct stornge clmrges from the 10n.ns when mode; thus a 
furmer would get only 5(1 cents n bushel, for cxnmple, instead of 61 
cents. Thut, of cOllrse. would decl"el1se the effectiveness of the 
stllbilization opel'fttions. 

l'ltOTI!:CT.lON AGAINST lNYENTORY LOSSES 

A difi't'l'l'nt. kind of cos\; that should be token into nccount is till' 
invent.ory loss \.111\.1-. would be incurred if loun rates W('I'(' set so high 
tllllt th(' com u('('ullluintwl under tIH' loan hnd to be dispOSNI of by the 
10llning agency n.t n 10wl'1' eost than tho.t at which it WIlS Il('qull"ed~ 

P('rilllPS the b(,st. wn.y (.0 guard n.gainsli sllch loss wOllld be to odd u 
"life~sa\'el'" cllJ.USl' (;0 (,1)(1 AAA bill slwcifyillg thn.t if stocks ncellmuln.te 
to II qllitntity ill ('xel'SS of, I('\. liS sn.), , 500 0" (jon million bush('}s, tll(' 
\oHn ratl' shollid Ilutomn.ti('nlly lw ,·educl'd. This e1n.USt' would replace 
tht, pn's(,lIt se\I('dul(' of lonll I'n.ks ill th(' AAA of 1.9:38, which Ilutoma
ticully ["('(llI(,(,s the' 101l.n I"n.te nc("ording' to the sizt' of tlt(' (,!"OP ('xclusivl' 
of ('111'1,),-0\'('1". 'l'J1C AAA selll'dul(' is n. stl'P in th(' right dil"l'{·tion, but it • 
('mbodi('s til(' wrong kind of f!('xibility in til(' )onn /'n.(;('s been.usl' it 
mnkl'S th('lU ["('sponsive to tlw size of thl' crop, '·('gll.rclll'ss of th(' size 
of sLol'ag(' st:ocks, Wht'I'l'IIS what is nC't'dl'd is to mnkp tll('!ll l"esponsiyl' 
to the' sizp of th(' stol"ngp stocks, r<'gnrdlpss of th(' sizp of th(' CI'OP, 
Anot\l('1" appl"on('h wOllld h(' to makl' til(' 1":11:(';; I'('sponsiy<, to tota.] Sllp
plil.'s (,I"OPS pillS carry-oY(II"). 

H would "l'pm to lw wis(' to mnkp I'N\uC'linns in till' loon r:th's only 
I1Jtpr th(' qunntit ips of ('01"11 OWlWe! by the 10flning ngPlIC'Y plus U;(I 
qUllntitit's (;;('111('(1 (which tll'(' still oWIlNI by flll"llwrs but mny 1}('('oI1l(, 
thl' prop<'I'LY of tIl(' ]Ollllillg ng('n('y) (,qual SOIll(' su('h figurl' n.s 500 
million bush pis. TIl(' /"('du('t.ions in the loan "Ilt(' a.ftc'r thnt point 
should h(' shn.rp, of th(' ol"(kr, IWl'hl1ps, of 5 J)('r('('nt fOI' ('\-('I",\' JO()
million bushpls OYl'!" 500 million. 

'l'h(' s~rst('m outlined would Iwip to k('(,p fhp stomp:<' program out of 
pxtr"('JI1P difliellHips, bllt it wOllld still 1)(' far fmlll sn.tisfnctol"Y. If a 
loan W{'I'(, in ('fr('('t at. 70 (,Nlis a bllsiwl, Itnd low ('onsumpt'ion and 
high produdion ('uuspr! Inrp:!' !:'toeks Lo a.('.C'ull1uint«' so thnt thl' loan 
ratl' hnd (0 h(, r('(III("('(1 to (if) ('('1Its, th(1 pri(,(, of ('.01"1) wOllld fnll ('OfT£'- • 

spond ing!"" Com i1C"qu i/"pc/ by tilt' lon.ning ng('n('~- ilt 70 ('('Ilts would 
hil.vP to bC' disposl'd of lit (j5 ('Pots. Till' 10ss(ls "-ollid 1)(' ('ollsi<iPt'ubll:'. 
A sl'lf-finnnt'illg pmgl'lIlll, on th(' otlwr hand, would. ('all fol' buying 
('.01'1\ nl 65 ('('1)I·s and !:wlling it nt 70. 

I'EHCENTAGES OF l'AntTY AS 'I'llI': IIASIS FOH LO,\1\' HATES 

TJH' 101l./J mtC's in Uw pn's('nt. .Ewl"-Nol'lllni Gl'lInnl'Y programs nrC' 
sd n.t c('rtain PC'l'c(,lltng'('s of pnrity, in lIn fltt:C'mpt to raisp t1101C'wl of 
priers. This attempt would 1)(' ilwfrl'divp jf it w{'rp not hnckNI up 
by production ('01111"O}5. TIIP ('ondusion wns l"Nld10cl ('ariit'l' thaL n. 
stnbilizntiOI) progl"fl.lll by i tSl'lf <,ould only $('t 1"nl.('s a t a len'] tha t 
would ('\,('Il out larg(' nnd SI1HLll (,1"OPS OY('!" n p('riod of years, nne! thnt 
is til(' 1('\,(,1 at which nil Iwpmgp ('!"op would s(IH. If thn.t Ip\'('1 is 10WlIl" 
than purity pric('s, th('n plu·il.y pric('s cun b(' nttnil1NI 01'('1' n pl'riod of 
yen.r(;; only by productioll control; pnrit.y l'annot b(' attained oyer fl. 
period of years by n stl1h.ilizl1tioll progmll1 n.lollC. 
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I 
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The concept of parity has some good points and some weak points 
ns ii, goal [or ngricultuml price levels to be reached by production con
trol. It is 11 distinct impJ'ovenH'nt over nny price goal that leaves oul 
th(' efrects of clulIlges in the pl'ice level. But it is not v('l'y nccumte. 
It ignores chn,nges in the relative costs of pJ'oducing difl'Pl'ent crops 
thn.t luwe t.nken plnco siuce 1910-14, It looks bnekwn,!'(l through two 
World Wnl'S instead of fOl'wnl'cl nt the CUl'rent and prospective situa
tions tlml must be met. In times when denULJld is t'x]mnding, pltrity 
pl'ices Jrll\.y not be high enough to call fol'lh enough incl'{'llse in pro
duetion to IIWl't the dl'Jl1tUld. 111 times of depression, pl1J'ity prices 
IIlUY I'('quire II. gl'('n,te.l' cut in production thnn flu'mel's would be willing 
to 111i1,ke. Figure 18 shows some of the economic difliculties involved. 
H shows t.lmt in the pusti the I1ctunl relntion between the prices fm'mcl's 
I'('('('ivpd u,lId thl' IH'i('('s they pnid hns 1.)(,(,Il, not 1 to 1, ns cnll('d for 
b)' pllI'ity pri('p, but 2 to 1. 

• 
Enll if pHl'ity pri('ps wcre ('omplC'tdy valid ns goals, ns gui(ks to 

WhitL farm pri('.l' Ipv{'ls should bp, it is eiear thn.t those goals eannot bp 
I'('Hphpd by n, slnbiLizlltion progl'll.m 1110ne. 'rhe pl'ice-sta,bilizing pro
grum en.n only smooth out flucttll1tions about the gl'lH'I'all('vel of COl'll 
pri('l's. TIll' WH.y to do Lhnt job is to set the price Itt the level at 
whieh nil Hy('rflgo ('rop ('1111 be sold, in view of the n.('I't'l1gf' in production 
nlld thl' sll'ength of thc' (\('lI1n:n<l, If the gene'I'al le\"('1 of COI'l1 pl'ices 
ig to Ill' I'ni!wcl, Lhu,t p6ce-l'a.isi'llfl job hilS to 1)(' efl'pdl,d by ('ontrolling 
protiuetioll n.t th!' SOUl'!,!,. 

His ('ssPlllinl Ihnt thl' loans, It VNy l'()'ecti,'p Il1('nnS for stn.bilizing 
price'S, should 1I0t be used, UllslIpportNI by production control, fo1' 
ruising pl'ic('s. 'J'hl'I'l' is dnngpl' that the mellnR dc'siglled for stl1biliz
iug price'S, IIspd nJorw [01' miRing price'S ns well, may get the wholl' 
i~\'('r-Xormlll Granl1l,), pl'ogl'illl1 into dimcult.il's. Thp warning thn,t 
IIl'llryWnlln('e issul'd sev('I'1l1 yelll's ngo is still good: 

• 

On(' diffic'ull point: in working Olll' It Round 1';\'er-l\'ormHI Granary program ha~ 
to do wil.h tll(' l<iz!! of tile 101ln. If 111(' 10lln if; 100 high and there is favorable 
\I'ellt Iwr in tIl(' following YC'llr, or perllnp:; I he 2 folloll'ing years, the result llIlly 
hring 10$H(,;:; ;:;0 lurge Ill< 10 dil<l'r('{lil the prOI!;I'HIll. Thil< prol!;ralll i:; so importal1l 
thai it nlu;;1 110t: hl' di:;l'I'('ditNI. I am urginl!; Corn Hc·lt furmers to cherish it. IIH 
;:;onwl hing' whit'h iH not primarily the Oo\'('rn)('I1I"" prOl!;rnm, but their very 011'11. 
If II1('Y do not clwrish il in t Iii,; spirit, but organizl' in til<' spirit of looling the 
(;O\,('['ll 1I1('n I , til(' finnl r(';.;ult will be it greater loss to the farlllerl' than if there 
hud 1)('('11 no progl'Hlll Itt all.~o 

I'll ICES. COSTS, AND INCO~mS SU~IMAHIZED 

.A pl'o~l'I1m for compll'Lely stabilizing cOl'n supplit'R and pl'icC's could 
not (innn('(' ilsdf dil'pctiy, 1'01' COl'll pl'icc's wlH'n sllppli('s (,Hille out of 
"lol'ngl' would be th(' 8n.111(' ns whpn thc' suppli('s WPI'(' put ill; the 
fUI'IlH'r who cnl'l'i('d till' eOI'll, 01' till' IOH.lling ngC'ncy that took 'it over, 
,\'olll<l 1)(' "out" til(' ('oRls of slol'llg('. 

Jf the 10Hn mt(' \\'PI'{' St't a f(,\\, (,(,Ilts bC'low thp pI'ict' thn.t would move 
Itll nY(,l'Ilg(' crop into consumptiou, supplies unci pl'ict's would be only 
pHl'lly slllbiliz('(1 aud pricps would ris<, from llU'gl'-('I'OP yenl's to shol't
crop ),<'urs. Thl' rist' would be enough to covel' the stol'ngc costs if 
titP IOIlIl rllte w('('(' spt huH liS fu I' below thp pricC' for an nn~rngp ('orn 
crop liS the Heellllluln.ted slol'lIgl' costs PCI' bllshd. 

20 W.\J.I.An:, IIt;~mY A. TII~: t:n:lt·SOIOIAI, OItAS.'UY: "'nAT CAN IT 00 FOU Tin: [,ORS IH:I.T .\SO Til>: 
Xl. TlO~'! ..\ddn·sg b!'(!rj\. n ~~)!.lrl'I'lIIlt"l,\ of ~orr~ ~'II<I 1.~Vllst()'.'k P.r!!dUCl~rs n~l~~ \husirwss nnd Juhor ll'fu)t,'rs HI 
lr"llIullt()llIl~, Iud., 1>:0\. S, 1.1,1/. liur. Agr. ~.coll.,.5 pp. 103,. [1 rOl.'Cssed.1 

• 


http:W.\J.I.An


54 'l'ECIllHCAL BULLE'1'LN 826, U. S. DEP'1'. 01" AGHlCUL'l'UHE 

160 r-------~--------,-------_,r_------_r--------~------~ • 
ISO I--------+-----f-----+----t----+_ " L 

.2~2/,z. 
Y:'Z3 

140 t----~----~r-------~---_t-----.I-~--_1 

~ t- Actual pricts -........-LI:' /' 

"'" 1922 _L __ ~ 130 r-------!-------1-------t----__-+__.~ ----Tj-;/'-----__i 

~ 1/'!"A Parity 
g r- V I prices

• 
( Lt-____I--___-+-_._, I.........,"'V!

g 110 r ;/ ~ 

~ r V" ]I 1!'OOt------~~---/~ "1~.. 7/~~·+-------I------+l--------i 
;;; r- , • _ 
U '39 

~ 1
: ~ 90 1--------1-------1-. •• ----7------1--------1'-------/

3 .cr. 
'" '31 

-

80 1-------1.-,., 

- • 
10 1------//·..I 3":',-------t--------7-----1I------1------1 

c;, J--L..-----1----'-_~--:-J
60 

100 110 120 130 140 150 160 
PRICES PAID BY FARMERS 11910,14,100) (PERCENT) 

BAE 39468 

F'IGURE lB.-PRICES RECEIVED AND PRICES PAID BY FARMERS. 1922-40. 

Purity prin's for fllrm J)J'oduc!s would f1uctl/aLe ill :1 .1··1.0 I rellttiollship with the 
pri('('l:' paid b}' farm('r::;, The actual rpin! iOJlship Uw! ha.~ ('xi:<ted oyer the past 
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CON'l'ROLLL.'lG CORN AND HOG SUPPLiES AND PRICES 

Perhaps that. concept of a self-financing program is too narrow. 
Sta.bilization both increnses the total value of a series of corn crops of 
yarying sizes and lowers the cost of producing and distributing live
stock. Oomplete stabilization, involving losses to the lm-tuing agency 
equal to the costs of stomge, could be equitably financed by a levy 
on the increased total value of the COl'll crops stabilized, and the 
reduced cost of livestock production. 

But it would be difficult to collect a levy of the sort suggested 
because most of the corn crop neVel' leaves the farm where it is pro
duced. If the benefits which go at first to farmers soon showed up 
in the form of il1crensed production and lower prices to consumers, 
then consumers could well be nsked to finance a complete stabilization 
progmm. If not, it should be finanecd by farmers, who retain the 
benefits of the program. The costs might be collccted from producers 
by deducting the storage charges from the loans at the time they are 
mude. 

It is clear that percentages of parity arc not good bases for loan 
ratcs. They may be too high or too low for stabilization purposes. 
The loan ratcs for a stabilization program should be equal to stabiliza
tion prices-prices at whieh aU of an avcmge crop of corn would move 
into consumption. If !;hat level of prices is not high cnough, it should 
be rnised by a('.reagl' control; otherwise excessive accumulations of 
eOI'11 in storage nrc likely to wreck the program. If percentages of 
parity arc retained as the basis for loan rates, perhaps the flexible 
pro\-isions in the AAA of 1938 could be changed to apply to the total 
storagC' stocks or totltl supplies, not to tbe crop exclusive of storage 
stocl~s ns at present, so that as storn.ge stocks increased over the 
quantities needed for sta.bilizn,tion purposes, the 10ltll rate would be 
reciucC'd. The EYel'-Nol'll1nl Granltry program is n program for 
sta.bilizing suppliC's, not n. progmm fOl' rn.ising prices; the production
contl'ol progmtns al'C' Ow only progmms thnt ca.ll raise prices over a 
pC'riod of years and make. those prices stick. 

TUE GEOGHAPH.CAL COHN "LOAN-RATE STRUCTURE 

TbC' fourth major pi'obJem is the geogmphical structure of the loan 
ral:C's for corn. 

Up to the prC's('nt time, tbC' loan mtc for COl'll euch year has been a 
flat rn.tl' ov('r the com111<'roial com aren,. In 1940-41, for example, the 
101l.n rn.t.C' wus 61 cents n, bushd to any cooperator in the AAA progmm, 
no matter where he wns located in the commercial corn area. 

Tll(' flllt loan rn,tC' C'ach YC'fit· has been accompanied by some changes 
in rC'inJive production of eOlTi lind hogs over the commercial corn area. 
ThosC' ehang<'s bnve resultNI from sewml things; the flat lonn rate 
wns only 011C' of t1wm. Other significant factors were the severe 
droughts in HJ34 n.nd 19:36 in thC' western Corn Belt States, the con
tioued shortage of moisture in Kansns and Nebraska, from 1936 to 
1940, occasional short ('('ops in certain areas, and the differences in 
the pcrcC'ntagp sign-lip in the AAA progrnm i.n the dift'C'rent States. 
It is almost impossible to give eltch of these factors their proper 
weight, but the n,ttompt will be made. 
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CHANGES IN CORN ACREAGE •The acreage of COl'll in the different Corn Belt Stntes was sharply 
reduced durillg the droughts of 1934 and 1936. But by 1037, uoren,ge 
had recovered to predrought levels (except in Nebraska and Missouri), 
The year 1937 makes a good bench mal'k from which to meUSUl'e 
changes in acreage of corn due to things other than dwught. 

The changes in com acreage after 1937 show tbe same pattem in 
aU the COt'll Belt States. Acreage declined steadily from 1937 to 
1940. The original acreage data and the percentage changes in 
aCl.'cnge from 1937 to 1940 are shown in table 8. The percentages 
rn.nge between 79.6 and 84,8, with the exception of~/fil1nesota whero 
the percentage is 91.2. 

TABLE 	S,-Col'n aCI'/Jage in the ~('Vl'n most hnportunt Corn Belt Slales, 1lJ37 and 

1940, and 1940 (lcn'(l{li?, yidd, a.11.d 7J1'od/ldionin 1Jer(,I"lla{lc oj .1937 


AcrCIlg-e JH40 ns percentage of W3i 

..·4crc.~ .Acre.1I Percelli l>erceut Percentluwn ."" ................... _...•.... 11,IlS2 	 113.3 
 •9,031 S1.5 U2.41I11llois. ..' ................ _•••••... 
 0, ani i,551 80.U m.7 73.0IIl[linnB ........... __ ................... . 4,752 
 :1, 037 82.8 82. 2 OS. 1
;llIlln~sotli '.' ........................ _ 4,788

Ohio .... _..•.•.••••••••.•••••••••.••• ;1, i!Jn 
_ 	 ~t IOZS~ 74?~~brasl~l\ ~ ~ ___.. .. __ ~ ___ .. ______ ... _."' ___ ",_"' ~: ~~g j \I~O·~J'.: ~!J~ I H osJi,004 n.2SU iO.6 1,,( issonri. _' ••••.•.•.••.•..••.•••.•.••••• 4,:160 3,608 84.S J13.0 L01.3 
------------_.__._---_. 

-- '".--~-----.-.~-~ -.> .-~-~---~ -'~'~'-'- --

The perccntugl' sign-up in the AAA pl'ogmlll in 1\)40 as shown in a 
1'('lea8e of i\rfay 15, 1940, from the North Centml Division of the AAA 
was lowest in the east('l'n Corn Belt States (Iowcst of all, 68 pt'l'{'ent, 
in Ohio) a,nel highest in tbl' w('stern Corn Belt States (highest of all, 
88 percent, in Nebl'flskn). 

The difl'el'ences in pl'l'cpntngc sign-ups in thc different Stall's wcrc 
CV('I1 grl'uJt'r in the ('artier ycars. The]'p seems to be no consistput, 
['plnt.ion between sign-up n,nd acren.ge reduction. The greaiest lwluc
Lion in ac['l'nge was mn,de in Nebmska, where the sign-up has been 
tllp highest of any Blate shown in tabll' 8 in most of the years since 
.1936; but thl' smallest I'('duetion in acreage wus made in i\:[innesota, • 
whm'c the sign-up was next highest; to, 0[' exceeding that in, Nebruska 
in every yeal' since 1036. Acren.ge of corn was reduced between 15 
and 20 pCl'cl'nt in aU seven States under the AA.A program, but 
neithC'I' Ul(' pC'rcentage sign-up in t,he AAA program nor t1w Ha,t 10a,n 
I'n.te fol' COl'll seems to have had much differential eft'ect on corn 
aCl'cnge. 

CHANGES IN PRODUCTION OF CORN 

As aCI.'Nlge has ehanged so nearly to the same extent in thr chi('/' 
COl'll B(,lt StaLes sincC' 1937, ehanges in production of corn must have 
l'('suHrd ehi(·f1y from changes in yield. The cititnges in yield I'eslrlt 
chiefly from changps in the weather, and only to it smull extent from 
chnngrs in farming pl'actices, loan rates, or oth~r factors. They are 
given in P('I'('('Ilt.nge f01'1ll in the noxt-to-the-lllst column of table 8, 
Till' peret'nt.ag-t' dntn fo/' prod uction nt'(' giY('1l in the last column; 
the)' show thnt pl'Oduct;ion of corn incrensed in some St~te!;? ~ud 
decreased in otherf;1 ll"u~illly bOGlH1Se of difl'cnmces in yields, 

• 
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CON'l'HOLLING CORN AND HOG SUPPLIES A.i~D PRICES 

<;IIANGES IN UTILIZATION OF CORN 

:Mauy differcnces are found among thc Statcs in thc uses made of 
thc corn after it is produced. The figurcs iu the top I'OW of table 9 
show the avcragc sLocks of corn OIl fnl'ms Octobcr 1 (representing the 
clLrry-over frolll one crop year to anothel') in each one of the importnllt 
COl'n Belt Stn.tes ovcr the 8-yeal' pcriod, 1926-33, bcfore the 1934 and 
1936 droughts, Tllf1Y show the situn.tion befon' cOl'lllon,ns wcre begun. 
The figuJ'('s in thc next three rows of tn.hk 9 show how stocks of COl'll. 
n('C'ullIuln,ted in the diifcnmt Stn.tes n.ftC' I' corn loans became a signifi
cn.nt fadol' in the mn.l·ket. 

The tuble shows thn,t by Octob('I' 1, 1940, the stocks of com on fal'lllS 
in Iowl1 had grown to morc thn.n six times their 1926-33 n.verage sizc, 
!Uld' four times the SI7.C reached 111 the previous record yenr, 1934, 
Stocks piled up in :'dinnesota, nnd to a lesser extcnt in Illinois. The 
COl'll crops 111 thosl\ Statcs were large ill the yeal'S 1937-39, but thnt 
could not lllwe I)('en the rcnson for the Inrge stocks, becnusc the corn 
crops in Indinnn, nlld Ohio wet'p similu.dy Inrge, but stocks thcre were 
only slightly higlwr limn nOl'lnn,1. Tht' stoC'ks of corn on October 1, 
1941, were somewhat rcduC'cd from the pcuk reached in 1940, but the 
gencrilJ relations l'cllHl.ined ns in 1.940. 

The ehief n'uson why COI'!l piled up in Iowfl" :\'[illlH'SOlfl" and Illinois 
is iudien.ted by figlll'es in the lower' part of tn.bl0 9. :Most of the stocks 
of corn in 1940 iLnd 1941 ('onsistl'd of s('u.ll'd corll und('I' loun. If the 
lon.n COl'll is Stl btl'n.ctC'd from thl' totn.l stocks ill cneh Stnte, the" free" 
eorl1 is l'cdutl'd to about nn n.vCI'l1,gP qunntity Ol' less. Appnrently, 
then, thl' flal lon,lI I'I1.tl' for com itpPl'u.led most to the fiu'mel's in the 
nrNt wherc pl'ie('s of ('om nre 110l'l1uLlly t,he lowest. 

'fA IIbg 9,-8'ock,~ of corn on fa/"m,~ Oct, 1, average 19J(j~SS, annual 1938-41 

- ·~1~'~;::1 Yl'Ill'·---~· . -IOWII..1 LIlinoi: '-llIlli- I"linne· OhiO·'· NL~ Mis: 
_ .._.,..,.. _____ "'"' ~ •• ,_ ,-,"~j~~otn _~ __ hruskn ~Ollrl 

1,000 1,000 1,000 1,000 1,000 1,000 1,000 
b".,hels blt.,hel., blJ"v',e/~ bIl8hel., b".hel., l!u.,hel., bu.,hel.,

Corn on fnrms Ot't. I, HVl\rngl' HI:"~}-:Ia an. S27 :In, fi.lS 12, :150 5,SI).I 10, i·14 21, :148 10,494 
Corn on [nrms Ocl. I, was 105.984 85,01\11 20, os,> 20,Ili0 1·1,·12·1 1:I.4il 19,304 
Corn 011 [Hrms Oct. I, l!l:l!I 217, aao 121,725 21, lSi as. HIll iii. 21·1 40,5()!l 24.29a 
Corn 011 [nl'lns Od. I, l!/·W :!;lI,OiS 95,821 IS,-IaS OS.52·1 13. i5:1 ai, :i2a UI,251 
Corll on [nrms (l(ol. I, 1911 :''0:1.742 [,a, 5:18 11, i5:1 "5,!"'!) 6,&11i 4a,925 19,3/}1 

Corn lInd('r senl Oct. I, 1O·1ll 20:1, :112 U7,517 2, 3i~ ·H,III).1 7·la 2::1,082 5,54:1 
Corn untler S('lll Oct, 1. IIH II 1-10,211) 21, las 1,21:1 :~2! 2,1j:J a57 24, USH 4,4:12 

04 rrt,'(' (.'orll" O,:t. I, HHO _ '27,700 28, au.. lfl, 0!10 14,241 10, iOS2a,575 Ila, 010 
HFn~t' (,.''Orn'' Ol.~t~ I, HJ.11 5S.872 :i2. H72 10,427 la,tl!l:l 0,-118 W,6GS 13,014 

. -~ .. 
I (II'nii. l)h~isiOIl, Corlll110dity CI'l'dit. C'OI'pcmlt.ioll. 

'I'h(' U,Vl'l'l1gP I'U. l' 111 pl'i('('s of eol'll during the fil'st 3 months when the 
1940-41 COl'll 10Hn WIIS ill ('{reet (Dl'c('ml)('1' 194.0 to February 1941) 
Wl'['(': Iowa 48 c('nts, Illinois 53 ccnts, Indiunl1. 57 ccnts, .Miimcsotu. 
45 (,pnLs, Ohio til eellts, Npbrnska 53 ('cnts, and Missouri 54 ccnts. 
Tire IIn.t loan rMe 1'01' ('Ol'n during 1940-41 was 61 ('('nts n. bushcl. Thc 
10l1n rn,te WlIS l:i ('·NILs PC[' bushel highcl' for the Iowa farmer thll.ll the 
opcn-Illnrk(,t pri('p, IIlId til(' induN'Il1Pllt for him to sl'n.l his corn was 
tOllsidl'l'itbll', Bul in Ohio til(' inducemcnt was nil; the loan l'tttc was 
the slLme ns the open-market price. 
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CUANGBS IN I'HODUC'fION OF HOGS 

Itmighl be cxpN'ted Lhnt. if fnrmersln Iown, ~[imll'sotn, find Illinois 
hn.\~e bl'Cll putting It gren.t dc-lli mOrl' eorn than usunl into tlw gn'I'
NOl'mal Oralhll'}" tht'Y must bnn~ bePIl putting fl. gn'nJ (1011.1 Jess ('orn 
inlo hogs. 1'hn,t expl'cll1lion ma.y bl' l'l'iHlily l'!lN'ked ngnillst t1H' 
fnets, The production of hogs in tht' dif\'('I'C'nt ('Of'/) Bpll Stll.!l'S Pitch 
Yl't\l' ('n.n b(· shown by adding tilt' spring lind fnll pig ('I'OPS fof' l'lH'il 

('nlendar Y(,llr, The s('rit's I'Un8 bll('k to .! U24. tn fig;uI'(' IH. till' data 
t('ll It SlOt'Y in two pnrls (1) \\'hal ImpPt'llvd I>dOI'I; tilt' droughls of 
L {la4 nnt! L9:{(L IUld (2) \\'hat hus Illlppl'fled sitl<'l': 

c.Ll Bc'[ol'(' lhl' droughts. thp (I'l'ud of hog Pl'O(/udiofl Wil8 hOf'iz()lIbll 
iu ~liltlH'solu ilud t\ebl'Hslm, horizofltal or slightly upwllr(l ill lown, 
Illinois, ilnd .\ lissolll'i, llud d('linit('ly upwtll'd in 1ndinn:1. nnd Ohio, 
TJlt' [I'NleIS W('f'(' (Jb\'iousl~" /lol nLl'el'lt'd by tht' {[tll [OUIl rH.[(', which did 
not b('('of1ll' lln Il.ppI'pcin.ble Il1llrk('L fnelOt' u[\til aftt'l' Ul;{u. 

I~l Sine!' l/l(' dl'OllgiJts til<' Ipn·l of ('Ol'/l pl'odul'lio[\ in Xl'bl'tlslm 
hi\;:' 1'('fllainC'd lo\\'oflly H bOll t 50 IWJ'('('fll as iJ igh as bdol'P llH' 
rll'Oughts. Th(' 1('\'(,1 of hog pl'od uetiofl hILS dOIH' t il(' !'IlIHl' thing. 
This JUtS hnp[H'lwd Il.lso in ~Jiss()uri. :dtilolfgh to 11 [(,SSP I' ('.'\t('n't. 
TIll' droughts "'l'f'{' fl101'l' S(,\'('I'(' ill thps\, (wo Stllll's tilnn in til(' otil('I':;, 
Hlld tiJ (·i I' 'pfl'pc ts \\'('1'(' mor(' d(·\'lls(luing. 

In lill' ntht'I' fin' Stn.t('s Ill!' (l'pIH'ls (Iwt \\'('1'(' ('yid('nt b('fo/'(' Lh(' 
d rough ts han' J'('<'s!nhlisill'd thf'/lIsPI \'('''; 5i Ilcr thl' df'ongh ts, 13" 
In~()' (H'od uction of hog-s hnd f'l'('on'f'('d Ufl til WIIS sligh i ly iligh(:1' 
tllnn [h(' highps! I)(,:l.k nttll.ined bl'fol'(, til(' drougilts, ('x('('pl in lo\nt 
:lfld ~liflll('s()Lil Whl'I'(' it wns not qlfil(' so hi.!.dl. 

Production of hogs in TO\\'11 nod ~Iiflfl('sotn IIlHY ]111 \'(' fnili'd to I'duf'll 
to [1f'('dl'ought lP\'(~ls b('('1l.us(' in tilo:w 1\\'0 Stn.{l'~ tllP u'Pllds of ('01'11 

pf'od uc'lion befol'(' til(' d rougiJ Is \\"PI'P hOf'izOfllnl. Pf'()d II<'! ion of hogs 
in tit!' olhpI' thri.·{' Stal!'s 11111)" llil\"(' l'xc'{'('d('d [h('il' pf'('drouglit kn']s 
b(·('Il.lIS(, til(' If'('f1{ls or ('OI'f1 production lhpI'e \\'('1'(" UPWllf'd. Thn.{ is. 
ttl(' 1H'\tn,,'iol' of hog pf'otludionin til(' difl','rpnt ;:';tilll'S could IH' HlPI'pl,'

n l'pflPctioJl of un<iPf'lying tf'l'nd-(iPl('l'miffing forc('s fW1-::;is(iflg through 
till' (iroughts. On till' oi hpI' 111111<1. it is possiblc' thnt pl'odu<"tion of 
holts fllikd to I'('turn to pl'(·dl'ou~ht Ipn'ls in 10Wll ilnt! .\l.inflPsota 
IW(':l\lSC' in thost' Stn.Lps ('om wus Iwing put into tllp gn'r-X (Jl'fllnl
(~1'111\!lry insll'lld 01' illto hog-s, 1'h:1.t t'xpli1nlltion is oT)!'n to some qups
[iOfl, hOWf'\'l'I', as il i!:i ('of)t/'lldielt'd by till' sil1lntipn in Winois. 1'hn.t 
Slnt(' I'Ilnln; IIt'Xl lIft('I' Jowa lim I :'\ill11l'Sptn ill pl'l'l'l'nlagp of til(' ('('op 
pill into lilt' .1~\·(,I·-XoI'mtll (;I'/1Illll',\', bUl hog pl'l)dut'lio/l in Illinois did 
not I't'mntfl I\plow pr('dl'olf~hl kn'\s; it t'x('('l'dc'd thp hight'st p('nk 
nttniJwd Iwfof'{' till' drought. ' 

\\'Iwl O\'('I'-Illl eOIl('\uRioll ('1\11 Iw dnl.\\·11 flS to llll' 1,(1\·('( of the flnt 
lonnl'!lt(· on production of hogs'? 

Th(' flat 10nn I'fil(' mn.y llll.\'(· hN'n I'psponsihlp fof' H. ,;li.~hl I't'duetioll 
in pl'oduetion of hogs in IQwn lInd ~linIW!:iotIL, ('ompnl'l'd with lllillois, 
Indiana, ilnd Ohio, nlthoup:h tltis Iwllll'tion may 1'('IH'p:,wnl simplY 
nn ('xtl'IlSiOll of tt'('llds l'stublish('d Iwl'ol'(, tIlt' df'oughts, In ('ith!.;f' 
CI1S(, tll(' (·(rect is smulL PpdllLPS this llllPP('I1l'd bN'llllSl' fiLl'nwl'S 
mudc up fof' mOf-t of th(· eOf'll t1H'Y put into tIll' l<:n'r-XOl'fllttl GI'nnlu',Y 
by producing :1101'(' s(lylH'uns. 0.1 fitl fn., ilud other substitute crops, 
P<'l'haps (hp('fl'l'(,[s lillY!' not yl't lind tillw enough to sho\\" up \'PI'\' 

('iPnl'iy, II.IHI til(' enii fof' inC'f'('llst'd production of hogs in Hl4l Rnd 1942 

• 

• 

• 

muy def('1' thci.I' il.ppCil.\'IlIlC(· for 2 IllOJ'(' yenrs. 

• 
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FIGURE 19.~--PRODUCTION OF HOGS IN SEVEN CORN BELT STATES, 1924-40, 

The c1rl'ds of It lIat 101111 rate for corn on hOI! produetion in the difrerenL Corn 
Bolt ;-{tnl('$ IU'(' difli('ult to (mer because of I he violent effects of the drou~hts 
in In34 ;alld 1!)3G, The clfeds of thc' 11IenSlires desi/-!ned to support hog 
prices, llnllOlllH'ed in In,ll, further eOlllplkalc the problem, HOI! production 
inlhe importanl ('01'11 Belt StaleR (with til(' ('x('C'ption of::\1 issollri und Nebraska) 
hus now returned to fi/-!ures which approximate extension of the trends estab

• 
Iil'hcd befor~ the d rOllgh t s, 
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CIUTEIlJA FOil GEOGIl,\"UICAf, J.OAN-HAT~~ DIFFEltENTIALS FOR COliN 

Corn is importnnt chiefly us n I"II,W mULerinl for feeding to livestock. 
Undel' tlH' frc('inU'I'i'egionlll eornpt'titioll that ('XiSLS in the produdion 
of corn and lin~sto('k, thos(' two commodities nrc pl'oduccd in such 
MCtlS fwd propol,tions as to minimil';(, costs of production, Any shifts 
from til(' normnl proportions would incl'('tlSl' {'osts of production in 
the long nm as ~w('ll ns in till' short mn (except fOl' shifts that I'('sult 
from tcehnologi('nl eiln.ngps in production 01' Illttl'k('tillg prnetict's, 
such /lS hybl'id s('('(1 eo J'll , illlpro\'pd trucks IIlld ronds, cte,). 

Thr ('01'11 lou.n-m(;(' stf'lldlll'(" t1IPI'pfoI'P, should b(' sueh as to Nl.lIS(, 
til(' l(,llst possiblp ehung(' in til(' ('xisting distrihution of eo)')) nnd livt'
s(oek produdioll (n.!thollgh it should fn('ililnit' IHI'y ehH.Il~('S thn.!; nrc 
in progn'ss r('suiting from LP('hnolo~i('nl dp\'ploplllt'llls). It. follows, 
th(,l1, that tlw ('orn 1011.I1-rllt I' sLrlletllr(' should fH' ptl.ttjc,'ncd l1[t('r titl' 
g£'ographi(,1l1 difr('I'('rrtinls thut hav(' ('xist('d ill pric(,R of COI'/1 in the 
rec(,llt past, modifi(,d 1.0 take I'('cellt Ll'clrnologienl dlWelopnwnts into 
I1C{,O Ull L 

An fldditiolltl.l 1'('I1ROn 1'01' IIl1lking tlr(' ('ol'lllonn-I'llt(' strll<'l~u!'(' follow 
thl' pric(' slJ'lldUI'(' or ('01'11 is lllnt this would tl'('n.t eorl1 pI'oducc)'s in 
difrl'I'('n( pn!'ls of tlw COl'l\ BpI! 1lI0l'(' raidy than HIe' flnt 10lln rntc, 
('om pl'i('('s llsually L'un high('r in UH' l'l1stl'rn paJ't of tlr(' ('0I'll B('1t 
thnn in till' wrstprn pH!'!; lflr fnrlll pric(' or (,OJ'II ill Ohio on'I' the IIlRt 
20 y('nl'S hns I1Vl'I'ngl'c! 7 CPlltS H. bllshpi highel' thnn fhl' flll'm price of 
('ol'n in Town. A Hnl loall ratl' fo)' ('om, I:lrl','('fol'('. that happclwc/ to 
b(' ('qllnl (.{) the' il,Y('rng(' 10wlI. pric(1 of eOI'll. would be 7 ('('nts 10w('1' thn,ll 
til(' nn'rilg(' Olr io pL'i('(' of ('om; if til£' flllt lonn I'ltt(' W('('(' fni I' to lown, 
fnl'!l1(,l's, it would \)r 7 ('('nts 1('5s (hUll fn.ir tIl Ohio fnmwl's. A ge'O
gl'll ph k'nl ('orn loan-mIl' sl),lIetlll'l' hnsrd on g('ogm.piri(,111 cOI'n-pric(1 
difl'(,l'e'ntin.ls would trp:lt n.!1 prndUCl'I'R of (,OI'n ('quitnbly, und would 
el1.lISP til(' 1(,llst distllrbnll('l' ill fitorngr [!.Ild production pmcticos, 

Filllllly, it WtlS ShOWD in an ('Ilrli('r s('ctioll t/tn.t till' stomgr stocks 
for stll/lilil';lltion purposcs should b(' lo('nt('d pv('nly ov('r tIl(' Corn 
Brit (px('ept for sOIl1<,wh:d lllrgl'l' RLocks alollg tht' Wl'StCI'll edge' nnd 
in hl'ft\,y surplus :u'('ns) not COlU'('II(rlt(('(1 hC'a.vily in n,ny onr pn,rt of 
it, A ('01'0 lonn rn.t<' slnwtul'(' t1mt fittt'£! tlH' n.v£,I'1tg£' eorn-priel' 
st-metILr£' would ofl'pr mol'(' lH'nrl:r till' snn1l' ine('ntiv(' to stornW' ill 
on<' part nf th(' ('orn Hi'll. ns /l.lwthl'I', lind "'(lUld hdp to bring n.bout 
ovrll distribution of stOI'lIg£' slo('ks. 

It is ('vir\pnt !'mlll th(' ('hurls ill til£' pl'('(wlillg s('etiol1, showing 
(:hr eorn-pri('(' sltrfll('ps I'M indi\'idlllll ~'{'fII'S, that no singh> eOl.'11 101\.11 
I'n.tl:' stl'uettu'c, u('iUl('[' (In.t lilli' sloping, smooOl 01' 1UlI\Ven, w("rld 
('~onf()l'ln n.t n.1I dOi:w1'y with till' difl'£'t'('nt ('orn-priel' stmetUl'('S for 
di{rl'r('nt indiyj(\un.l ,\'('III'S. Still I£'ss would it <'onform by qun.rtt'I'S 
01' months. 1'11<' qlH'stion Own nris('s: Should till' 10n.n-l'I1,t(' stl'netlll'(' 
hI:' rnll.d(' to ('onfo1'ln 1:0 til£' pt'ic(' RtnletUI'(' <'neh y('I1.I', or should it 1)(' 
mOI'(' stn bl(' und eonform only to fI, pric:(' stnwtlll'P bnSNI on long-time 
tlverng<'s of Gom P"ie(IS in (,Il.eh district ov('r 11., p('riod of ?('tlt's? 

gFFEC,TR OF A \'AHIAIILE LOAN-HATE S'I'HUC,TUIlE 

A Ii ttI(' ('olw.idt'I'nl ion shows IlIn.1; mn ki11g thl' I0111 I-rn.\(' SLI'UctU]'<:' 

eonfol'll1 to till' pI'jel' SITtLe\ Ill'£, ('n.eh yen.r would lend to somo tmde;. 
sirabJr' n'sultR, On£' result wOllld i)(' to 1'1I(·OUl'il.g<, til(' stol'ing of 

• 

• 

• 

roughly the snme P(,l'c('ILtuges of Lh(' el'Op in cn.eh State, I'cgll.nl1('ss 

• 
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of the size of crop iu each State, If .Missouri had a small crop in u 
year when total production of corn in tJw Uni ted States was 10 
percent above Iwet'uge, a loan-rate structm'e that conformed to the 
price structme thu.t year would encourage the storing of about 10 
percent of the short crop in M.issouri, fmeL tIl(' shortngl' would be 
accentuated there, 'L'hat would be contrary to the purpos('s of stabi
lization operations, 

.A. second undl'sirabll' L'l'sult that would Goml' from nmking tIlt' lonn 
structure conJorm to the pricl' structm'l' l'neh yl'lU' would lie in till' 
fnet that in all pmbabiljty thl' price stl'UctUl'e itself would bt' nJl'l'c'ted 
before till' year was out, The storing of <:01'11 in the short-cm]) H·rl'aS 
would chive priees higher than they would luwe \)l'(,11 if the high loan 
had not been jn ('freet, so that tlw 10Hn and. the prie(' would not con
form nnyway, unless they chased PIlch otlll'r up to aiJnormnllll'ights, 

E}'J'ECTS 0)0' A STABLE LOAN-IIATI:: STIIue'I'UIlE 

.A.loall structU.I'('. bas('d on aVl'rug(' pric('s of eorn OV('I' lL prriod. of ycnrs 
would work out mueh l)('tt('1' than a vnriabh' stnwtm'(', In the11issollrj 
si tunLion all'('n,dy discuss('d, tit(' searei ty of ('Ol'll in.M issouri would drive 
prit('s up to ii, point; whpl'l' tlw 1011.11 mtp hns('(l on 11issoul'i price 
11\-C'l'Ilg('S would not 1)(' n.ttrn.etiv(' nlld Y('I'y Ii tth', if Imy, 1 1[issouri 
eo!'n would bc' stored, Any Stat(' with a particularly Inrge erop that 
yt'1l1' would hav(' n low priee; 11, loan rat(' bllsed on priep f1,v('rngcs for 
thnt StiLt(' would be attl'fLtti \T('; find this would r('sult in II. huge 
qunntity of thn.t 11H'gC' crop bping ston'd, In I'f]'('et, this would. 
provid<' SOllll' g('ogrll.phien.l stabilizn,tion along with elu'ono]ogical 
stn.bilizn.tion, 

If til(' 10n.1l-rn.te StructUI'(' should \)(' bnspcl on Iwprngp prices of corn 
OYl'], n. l)Priod of },pn.I'S, till' q lwstion arise's: \Yhn.t sort of n.v('rnge should 
bp uS('d, and how IllILllY yPll.l'S should it illC'lud('? 

Sev('rnl difT('I'('nt 1l.Y('I'ngl'S, eo\-('ring s(\yprn.l dif],pl'('nt l)('riods of 
y('urs, \\'('1'(' Ll'ipd I)('fol'(' thp sl'll'dion was finally made, Th(' price 
dn.tn. by ('rop-rl'porting districts go back only ns far as 1924, nlthonglt 
by Stn.tps tit!')' go bn.(~k Ill\wlt fUl'tlll' I' , Among titP I)('riods lWIP('t('([ 
as til(' bnsps 1'01' til(> dill'pl'I'nt n,Y!'l'ng<'s \\'('1'P: (1) 'I'll(' 16-ypl1r p('rioel 
from 1924-21i 10 19:3H· 40; (2) tlw I(i-year ppriod from ]924-25 to 
10aO·-40, ('x('luding t.h(' two drought ypal's IO~H IIml 19:36; (:3) the 
10-Yl'al' (wriod frOIll I0:30-:~ I to Ig::~9· 40; (4) till' fLri tilll1l'i i(, llH'Il,1I of 
(n.) tilt' IO-,)'l'11,1' lwriod from lO;~O-:~ 1 to 10:31)--40 n,nd (b) til(> 3-yC'ar 
I){'riod 19;37-;3S to I9:~9-40; and (5) Lh!' 16-YNU' p('I'iod from 1924-25 
to 19:{0-40, ndj lIscpd Lo til(' Slll.t(' IW('I'ilgl'S On'I' th(' 20-YNl.I' p('l'iod 
from 1920-21 Lo IH:3\)-40, Aft!'I' IIIU('1t di~('ussioll, till' In.ttl'r lWPI':lg(' 
wns finnlly sl,j('et('d flS til(' bnsis for Lilt' <listric-t prj(,(, tJ,\-Prng!'s, 

In SOI11(' CI1S(,S, 11. difl'('I'('fl('(' of S('\'PI'lti C('nts o('eUITNI b('tw('l'1l the 
Iw('rHg(' ('orn prieN, in Hdja(·(·nt. erOI)-l'('porting djstricts, 'l'hl' difl'('l'
(,IWE' I'('sld ted from thl' fl1et iJw,t tlH' (,I'op-rt'porting djstricts wC'r(' lurg,e, 
and thl' il.\'l'l'ng(~s I'('pl'('sl'ntl'd stl'PS l'i1tlll'r thun tli(' smooth slop(' 1Il 

th" pl'ic(' slIl'fne(' thnt n('Luull~' und('rinid then!. Th(' pric('s in the 
distrids w('r(' fiunllv bl'Ok('n down by ('ollntic's, In n('nriy nil eas('s 
this 'coliid 1)(' (\011(' 'in su('h f1, way t1int thc' difi'('I'C'l1P(,s in 'Ionn rates 
betw('l'1I ndj i\c'('n t ('OIIIl tie's W(,Pl' no mol'(' thnn 1 C'('l1 t Pl'l" bllshpl. 21 

"'J'll(' Ilri('I'8 hy COlllllil'S II~"'IIIS (Ill' hIL~i, for llll·lolLll rllB'S for til<' 11).11 ~orn cropllr"l!i\,~ll in CC(, ('arn 
Form I, SlIpplNIIl'nt 1 (rnirnl'ogrnphctl), Copies CIIIl b,' oblllillctl In' writ.ing to till' Comrnotlil,y Credit 
Corporntion, WllSllingLOn, .0, C, 
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AYEHAGE FA lUI I~RICE 0.' IIOGS AS A .BASIS FOn COHN-LOAN HATES 

The I1v(,l"IIg(' farm pric(' of corn by distl'ids ov('r fl. r('ccnt period of 
years is not thC' only possiblC' basis for difl'('I"('ntial eorn-loan l'ntps. 
OHIC'r bus('s may bt' eonsid('L'('(1. On(' of tht's(' is tIl<' nY('l'ng(' farm pl'iee 
of hogs by distl'iets. N{'i\,d~' 90 lwl'{'\'nl: of tilt' ('orn el'Op is fed to 
lin'stock, lUU\ hogs ta!,;l' 1l10\'{' eOI')) than !tny otllp!, duss of livpsto{'k. 
P('dw,ps till' pl'ieps of tIll' mo::;t impOl'tHIl t finnl prod tI('!, hogs, should 
b(' lIs('d liS tll(' bnsis 1'01' eo1'I1-lou.II I'ith's I'UUH'I' thtlll till' pl'i('cs of the 
raw Illnt(,!'iIlJ, com. 

Th(, Hi-YPIlI' (192'1-39) flY(>l'ng(' pl'ic('s of hogs by distl'icts IIn'sllOwn 
in figllr(' 20. Tll(' 1l\'Pl'ng('-prie(' ;;ul'fu('p sho\\'u fol' hogs is mo!'(' ('vPIIly 

PRICE RECEIVED BY FARMERS FOR HOGS,1924-39 
( YEAR BEGINNING OCTOBER) 

DOLL~RS PER 100 POUNDS 

0 7,60.7,14 1EillJ7,76.7,99 88,00.8,24 .8,26-8,49 .8,60 and •••r 

UAE 39.,6 

FIGUln: 20,-- Tht'Il\'('I'agl' PI'i('(' l:llll'f!t('l' for hogs SIO]JCH llpWIlTd from west. to cast 
morc ('venly hilt I('s::; Rtt'eply Ullln docs the ll\'Cragc pril'csl1l'fllC'l' for corn (flg, II), 

sloppd t.han tlw prit,(, SUrflH'(1 for {,Ol'l)' It is also moJ'(' IWlld,)" flllt; 
Ul1lt is, it is kss s(('('ply slopl'<I tlllln the' priC{' sllJ'fne!' for corn, Pri('('s 
of h()~s I'nngl' from n.bout $7,UO in 1111' JO\\'-pl'il'l' 111'(111 in 1\(lIth Dakota 
to nhollt $8.'10 ill Ul(' lligh-pl'i('(' IlI'PH. in Ohio, 11 dH}'PI'('nc'p of 10 1H'IT('l1t 
of thc' 1L\'(ll'ilgp of thl' two vllJlll'ii, 'I'hl' l'1-,\'('II./' IlYI'I'llg(' ('01'11 priet's 
I'llllgf' from 52 ('('Ilts 1:0 G4 ('(,ilLs (fig, 1J), It difl'c'J'PII(,(' of 20 ppl'c('nt of 
tht, IlY('I'ngp of titr t,,·o figul't's, Thc' an'l'flg(' l'ol'n-pri('(' slu'fac(', 
til£'l'P[Ol'l" is twiC'(' tiS sUI('ply sloppel IlS tlH' HYC'I'ng(' hog-prict' sUl'fnC'(', 

'1'.111' slop(' of the hog-pric(' sllrfaee is also difl'pJ'('nt in ehnl'l1('tl'J' from 
that of th(' ('ol'l1-pl'iel' surfncp, '1'hr ('om-pricr sllrfnC'(' is likr two 
shnllow brisins lying side by sid!', tlll' 011(' bnsin «'ust oJ Illinois) b(ling 
IL st('p higllC'I' than thl' otil('f'; bllt Ill(' IlOg-pl,je(' fHI/'1':)('(' is likl' lll'fifnp, 

11 stl'l1iglJt slopc', lrllding lip Lo 11 (Jilt-topped nJ't'1l in the· ,\"0 eustern 
Stutes, Indiilnll. llIld Ohio, 

{finully, t/U' hog-pl'ie~ surJn('(' shows less vnl'il1~ion from year to 
yenl' than the COI'I1-PI'I(:(' Sl1I'fucp, In sevl'rnl dlfl\'l'pnt YC'flI'S th(' 
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nOl'Il1ul upwnrd filope of. the Pl'ie(' of COI'l1 from west to ('ust wus re
\'(,l's('(l; but tIlt' hog-pl'icc surJa('('s slope the sume way every year 
(upwnrd from w('st to enst). This is true evcn of tIl(' severe dl'ought 
y('ul's 1934 ilnd 19::11i, fiO th(,l'e is no n('ed to omit thelll fl'ol11 the 16-,\'('lU' 
IlY('l'nge, liS WtlS done in th(' cllse of e01'n. 

The fnet that thl' pl'iee surfncp 1'01' hogs is 11101'1' IH'nriy flat thnn 
thl' price sUl'fiH'l' 1'01' ('.Ol'll means tl1nt the hog-C'orn price 1'ntio is not 
UIlif0l'1Il O\,l'l' thl:' Corn Belt. Com loan rat('s bn!wd on average hog 
p!'i('('s, how('\,('r, would ll1ftk(' hog-corn price rntios' uniform ov(']' the 
whole Corn Bt'lt. rl'hnt would cbnng(' the pl'('yiously existing l'elu,tion
ships betw(,(,11 the pri('es of corll find hogs, und ehn.ngr the previous 
pnUcl'n of ('01'11 nml hog production, and thnt would illcl'ens(' produc
tion ('osts. 

In n.fly ensc, using hog priers would ignol'<' the pri('es of other finishf'd 
pl'oduNs-be('/', hllltl'1' and eggs, lamb, ('te. If finished mn.t('rial 
pri('('s should be lIsed, (;\I('S(' oth('r products should be included, whieh 
would involvl' probl(,lIls of dif\,p('('ntinl wl'ighting, nnd introduce COIll

pl('x.itir" and eontrov('l'sips thnl would b(' diffie-ult to hnnclle. If th(' 
I'{'sul tb \\'(,I'{, sOIlH'whn t >;il11iln I' to t}l(' n,v('rng(' hog pricl's pl'('yiollsly 
computed, tht' SI1I11(' o\)j('C'tions would n.ppl~· to thl'111 flS to thl' hog 
pl'iC'('s. No sort of finishl'd-produet pl'iecs would bt' flS good us the 
originnl COl'll pri('('s. 

DIFFEHI~NTI,\I,S BASED ON FHEIGIIT IINn;S 

A third ('hoi('(' would Iw to bllSI~ g('ogrn,phil'ul dU\'t'I'('nt.1n.ls in COI11

loall I'll,tps on fl'('i~h t 1'/1,t ('s ou t wll.l'd fr01l1 til(' t('J'lllilllll lllarkets. This 
nltPl'l1atin' wn,s eilOS(,ll 1'01' Whl'fI,t n,nd cotton. It. has til(' ndvn.ntnge of 
fn,cilitn,tillg th(' onsy 1lI0Vrlll('Jlt of storage s1:.o('\.;:s when shortnges 
occur; it keeps tIl(' sto('ks g('()grH,phiell,lIy mohill~. 

This busis is well slIit('(1 to products like whent alld ('olton thaI, 
11.('(' PI'lI.ct icall", nil sold l\.ml shipl)('(\ of\, til(' farm in their originn.l 
fOl'lll. But it do('s not appeal' to 1)(' \\,('11 suited to ('01'11. About 80 to 
~fi p('r('e11t of til(' ('01'11 (,I'Op is fed to livestock on the fitI'm wheTt' it 
is growll, t~ ILn<l only the romn,inillg 15 to 20 per('ent is sold as ('ush 
('01'11. T}\(, sort of mobility thn,!. ('01'11 needs is not mobility fr0111 pltwc 
to pln.('(', bilL mobility into livos(o('k. The sod of prices thn.t hn,\'(' 
k('pl (,()I'n moving illto livestock in (h(' pnst would take ('!ue of 80 to 
Xii p('I'('pnL of the ('Ol'll without involving all~T shipments.. . 

As for tht' othl'l' 15 01' 20 Iwr('('l\l of the ('om, n. qll('si.ron 1l.'I'lS(,S 

/IS to wlH:,lhcr dil\'(,I'('nlin.ls bnsed on freight I'nt('s outwlml from the 
tpl'll1inn.1 nUll'lwLs would kl'ep it geogrn.phicn.lly mobile: (1) Only hnH, 
01' ll'sS thnn hnlf, of the c01l1l11el'('in,1 ('orn mov('s through It terminn.l 
mlll'k('f.~3 lInH, 01' 1110('(' thn,11 hn,lf, of the COI'l\ does not moye thl'ough 
n, 1l'l'1ninal mn.l·kel n.t nil. (2) A fundn.m('ntn.1 assumption inherent in 
[ltl' fr('ig11t-l'n.t(' set-up is thn.t ('01'11 pri('es hI Ul(' difl'(,l'cnt ('ount:i('s 
would l)e('on1(' eq unJ to the IOHn mtes; th us corn moving from n, ('oun ty 
wlH'l'c tlll' lonn I'/l,t(' is 70 ('('uts n, bushel ('ould be moved t;o n,Bother 
county wh('l'(' tll(, l'!l,tt' is 75 ('('nts n,nd br sold at '75 ('(,Ills t\H'l'c. Thn.t 
lLSSlln~ p t ion is n,] I righ t insof11.1' as Lh(l n('q lIisition of til(' COl'll is eOl1C('I'Il('(J, 

,I 'I'JI(' fl'el'lpt.s of 5h~III'd corn ~rndrrl by Ii('t'nsrd Inspectors nt nil inSIl<"ction points run nhOllt .15 pOrl'en! 
of tli!' totul crop. In ndditlon, son\(' l'orn 1Il0\'(',~ without inspection. hut how l1Iuch is not known. 

n Th(l tutul n'('rilliS of ('orn nt promirlPnt wl'slllrn ~rnfn ('t'ntrr5 nrr onl;r nbnut t.wo·thirds ns Inrl!t'~ n~ to(nl 
lIlSIll'l'(ions in Iho !'nill'd SWIrE. In u(!tlhinn, U lot of corn nun'l'S hy trnck without pussin~ through cilher 
nn iH$pt1('tor's hunds or n tl\rminul mnrk('t. 
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the corn wOllld be n'('(luired n.t 70 centis, B,lIt there is no roaS011 to 
believe that the 1)I'iee 111 the cOlin t,Y w}wl'e the corl1 is sold would be 
equal to tlle loan rnte of 75 cents, Tho flRt \01l,1\ rate has not made 
pI'ices C011[OI'111 to the loml l'i\'lcs ovor Uw lwen,; the difl'eronces bctwo(,11 
Iown. Itnd Ohio farm pl'ices have beon gren tel' since fllC flat loan ,.utes 
hn\re been ill elJ'eei, tlum I,hey were before, Setting ('om loan-mle 
diffct'l'ntin.ls equn.l to fl'<,ight-I'H,tl' difrerentials would 1101 inslll'e thal 
('om eould move wilhont loss, beeausc sctting corn IORn-mic (lifl'cl'
en tiu.Js docs Ilot set eol'll price difl'erell tin.ls, 

Wlta/llver ollsis is adopted for the lon,1l rat ('s- Itistol'icnl prie(' 
i\'v('l'ng'CS, freight l'attlS, et(',--·il provides only /1, fil'sl IlPPI'OXilnn.tion 
to /l. finnl system of loall /'/l.los, The basic 10nll-I'ltll' difl'ol'tmtin.ls set tip 
Illu.ler /l,ny svslmn wOllld need to tw llH)dified ill Ot'(!('I' to efreet the 
pl'oper lo('n.llo1\ of HI(' stom~(' s\o('ks ill t.ht' QUI1,ll1itiOS (ksirNI. Jll 
ilreas where tlw stOI'n.~l' stocks Ileed to 1)(' Inl'g(> , !.lln,t, result em! be 
l)t'ough \:. lI,boll t h.\' I\. }Jigh 10n,1I j'fJ,(,; (,OIlVP/'Se/y wl1('l'(, f;t o('\;:s lll'ed to 
be small. Thus til(' IOn.ll l'H.j{'S in the th/,('(, Rln,j('s n.IOllg j hp W(lst('1'TJ 

Nige of thl' ('OI'lI B(,\t ROllth DI1,koin, Nebraska. Hlld KanslIs-' 
when' In.I'~(' Hl,ocks 1\.1'(> /'cf[lIil'ed, pl'Obn,hly should be highe/' tltn,n in
dLClLied by It is (orieul a \'('I'n~(> pri('('s, ll.lJd the !on.11 1'(I,tes in ~ fif'lsollri, 
where slHfI,lI stoeks il.t'(' desil'l'd 1)('(,Il.USI' of high inse('\ clil.Jllnge, p/'obnbl,Y 
should be lo\\'pr, Such nc\juslllll'llts or till' hnsie lOl\.n /'nips B}lould be 
lI1i\.dl' in ('los(' ('oopel'II,(joll wilh tltc' local AAA ('olllmil!{'('s to 11I11.k(' it 
possible fOl' llH's<' ('o111111it t('('s (0 ('XP/'PSS Ihpir yipws, n.lHl to 11lnke 
gl'nern.l\,\' kllU\\'1l j he' reasollS for lllH,klJlg liw n.djustJll(\lIts, 

Till> LOAN-fiN!'!; STlllIC'l'l'HE SU~OIAHIZglI 

'i'h(' existinp; lIat 10n.\I !'HIp for ('om {)"t'!' tllf' ('Omllll'ITinl COl'll 111'1'11 

is pilin~ up In'l'gt' qlllln!it ips of eMil ill stOl':lg{' ill lo"'-pri('(' nl'I'IIS sudl 
Ill' 10"'11, It: is IIllyillg- til(, 0pPwiitl' p(r(let in hi~h ('ot'l1-pri('e IU'C'!lS stich 
liS Indillnll. find Ohio, '('II(' (ltl'~(, StO('kR of ('Ol'n ill town {'nn 1lI0YI' Ollt 
of Rt()f't)~(' to Indilllln lind Ohio only wjth diflieulty. if nt nil, ns pI'i('l's 
in thmH' Stn,tes lIonllnll.\' ('x('('c'd p/'ic'ps in 10\\,11 h,\' only a few epnts a 
hushel no! n;; 11Illdl 11;; th(· ~hipping dlll'I'~es \wtweell them, Th(' 
only wny Ihn.t pl'Odu('Pl's in till' high rom-pri!'e I1l'el1;; ell.n get COl'l1 out 
of stOJ'llgl' in tilt' Inw ('orn-pI'ice It.J'PlH, i;; to pl1ywhnt seems t·o t1H'm ex
orbi tllll I price;; [O/' it. TIl is llot only d is/'u piS /lo/'mill li,'estock pro
ducing plnw; Hnd 11\('('('11.8('" tIll' ('·ost of pl'O<iIH'ing !in'sloek, but Illnkl's 
it 1I11.l'd for ('Ol'n to 1\\0\'(' out of stnl'llp;p on('p it !!et;; in storng(', 

Till' (,Ol'll IOIlII-m(.!.' slnH'IIl/,!' thnt 'would cltlingp ('.om stornge nne! 
lin'sto('k pl'O<illetioll pr'uctic(';; tlil' 1011St, n.nd would be most fnil' t.o 
pl'Odu('('t's in lIlP difl'PI'Pllt pnl'ts of till' ('omml'l'cinl ('Ol'll 11 I'e 11, wouM 
h(' bilSNI 11pon II \'PI'll gt' g<'ogl'lIphiPIlI dirrr/'Plitillis. hy ('/,0p-/,pporting 
disfl'iets, O\'e/' II /'('{,Pllt p('/'iod of ,velll'S, AlIotlH'1' possible hnsis for 
Loan mtes would 1)(' frpigh t I'nlt's, thp o\)jP\'t ill tlln t ('nRP \wing to k('ep 
till.' gtockg gl'ogrnphie!llly mobilC', TIrC' )'nl.('s ('i;lnhlisiled on eithel' of 
of III (,S(' 1)ll~s('H would 1)(, only IIl'st Hppl'Oxinllll ions, ill any ('I\.S(" It 
would Iw 1H'('NiSttl'Y to raise' or 10\\'('1' tlH'1I1 ill ('('I't:lill an':)s in ",hieh 
In.l'ge or slllull sto("ks an' (\(>siI'('d, 

MEETINC 1;'LLC'ITATIOi\S II\ TilE OE~I:\:\D FOnUOGS 

Up to this point, t,his report hns dell.!t, with tite pro\)km of keeping 

• 

• 

• 

supplies of corn reasonably stnble from year to year, so as to stabilize 

• 
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supplies of livestock, If demand I'cmnincd constunt, this would stn
hilize corn ILnd lin~stock pl'iet's, Aetllllily, dl'lllulld does 1I0t I'cmnin 
eonsUw/'; it fiudun.tt's widcly fmlll I yl'ill' 01' pPl'iod of yt'lu's to nnotht'I', 
III this situnt:ion, stnbiliznJioll of supplies is only OIl(' step ill I\. bl'olldcl' 
pl'ogl'lun.fol' (,olltl'ollin~ com nnd li':cstoek pI'1('('s in (;h('. intNcsts of 
pl'otlueeI's Ilnd ('.onSUmt'I'S, whell sllpply n,lId d(,lIlnlld both ehnngc, It 
1Il1L)' ('yell n.pp<'lu' to eOllflieL with It pl'Og'1'lI1Il for dt'nlillg with ('hn.ng('s 
in (\P11I1IIHI, for whplI demand dt'el'(,lIst's, liS dUl'illg 1111 inclustl'in.l dp
pn'ssio II , II {Jut'stioll ill'is('s ilS to whpth('l' it is cI('siI'Hhll' to kppp sup
pli('s of ('01'11 and liY('sto('\i: stnblp, If sllpplil's 111'(' \i:ppt sillbl,', then 
clPHI'ly prit'l's IIlUSt fnll; but if tlH' obj('d is to kpt'p pl'il't's st:l"I(" t\\('n 
eh·urly supplil's must. 1)(' 1,(,tI u(,l'd , \\111'11 dl'Jnltlld dlH.IIg't'S, supplips 
lllld pl'if'PS (mnllot both he s(nbili>'.pd, 

III this Sl'{:tiOIl, tl wrefo1'1' , thl' disl'lISflioll will 1I0t dNd with till' pl'Oh
IplIl of stnbilizillg suppliPfl antI Ihp qupstion of how l'xisting stnhili>'.n.
lion Pl'ogl'lllllS IIllLy b(' 1ll11dp nol'(' ('fl'l'et i\'(" IlIslt'nil, it will push 
ull('ud oi existillg programs into til(' "1'0111\(>1' fidel of contl'ollillg thc 
pl'il'(,s of ('01'11 illlt! li\'(~stoek wht'll SUppl~T nnd t! I'll III 11(1 both f1l1etunte, 
This bl'OIHI('J' lipId llIu)' enll 1'01' UIIStu bil i>'.n tion, ruth 1'1' thn,1I stH hit ir.n
t!on, of supplips, 'rhl' work ill this section is ('xplol'lltol'Y in ehnr'netN, 
It nUt'llIpts to ol)('n up t.he fipld and. to 10('lltC' nnd (iPlinc' tIlt' pl'obl(,llls 
I'iltltl'r (hnn to 011'(,1' solutions to th('ln, 

This sounds liS thollgh tIll' PI'l'S(,llt-dIlY l~n'I'-l'\ 01'111111 Grnnal'Y pl'O
gl'illIl, ([('signNI to stni>ili>'.1' ('.01'11 1\'lId lin'stol'k sllpplies, I1l\1st 1,(, in
hC'l'l'ntly in ('ollfliet with It bl'oat!N pl'Ogl'f1m 1'01' IlH'l'Iing ('\l:1.ng('s ill 
d(,lIlilnd liS w('lI, which IIlight enll 1'01' ullsta hil i>'.i IIg su ppl ic's 01' pl'i('es 
01' both, AetlluIly, ho\\'{'VN, t;\w two pl'ogl'nms HI'!' 01' should 1)(' st'pu
l'll.tc' pl'ogl'HmS, (Ieuling with S('1)l1I'ut(' pl'ohl(,llIs, 'I'ht'l'l' is no I'('tlson 
for eOllfli('t \.)('t\\'('('11 th(' t.wo, All Lhut Ill! l~v(,I'-NOl'lllnl nl'llllH.I'Y 
slIpply-st.ni>ili>'.ution pl'Ogl'HIII is t!l'sigll('d to <10 is to smooth out ('1'
I'utie ulld UIlI)l'pdiC't:lbll' fluetuil.t.iom; in supplil's (due ('hi('fly to fluctu!l
tions in yit'lds, in tU1'1l dill' to (\ud,lInt iOlls in tIl(' w('ath('J') nbout n, 
1('\'t,1 sp! 'Il" tlll'lpvl'lnf lH'1'('ngc', All tlin,L flt!l'lllnnd-stnbili>'.n,tion pl'O
gl'llllI is d(;signl'd to do is t,o slllooth Ollt flllC'iUn.tiolls ill dC'lllHnc\, or 
if thnl ('lI,1l1l0t 1)(' dOIH', to 1I1('('t thNIl with ('ol'l'('sponding, consciollsly 
e\'okl.'d dlllng,'s ill SII ppl i('s 01' prie('s, There is no l'OIT(,lnlioll 1)('lw(,1'I1 
fluctuations ill supply dlll' to till' \\'(,H,( 111'1' and 1I1l(',illntiolls in d(,lIlnnd 
dllt' to booms illld ;ll'pl'('ssiolls, WHI'S, Hlld n hllndl'l.'d otlll'l' C:lIIS('S, 
~eitlH'1' is t:l1l'J'(' H.II\' siluiIu.l'ity bl'hn'l'lI till' (,ITnli(' f1l1etnn.tiolls in 
supply dlW to tilt' \~'('n.th('l', wilich II ;,upply-stlliJili>'.atioll pl:ogmlll is 
d('si(rIlNI to smooth out, nIld lI\1~ t'OIlS('IOIlSly (,\'oked eilHlIgps 11.1 supply 
wlti(':L IL dl'lIIl1.lItI-stn hili>'.:l.tioll pl'Ogl'Hl1I would bl'illg about to meet 
ehungl's ill t!('mulIlL. 

CAN DIDIANIJ HI, CONTHOLLEJ)'? 

'L'hl'l'l' Ill'(' s('v('nll d i rl'l'I'l'I1 t. kinds () I' ('hnIlg<'s ill dl'lIul11d, The most 
SPPC'tIH'lIlul' and \'iolt'liI killd is Lhnt whi('h ('Oll](,S with booms nllt! 
c\l'pn'ssiolls, As showlI NI,diel', thl' SIUllt' numbpr Ill' hog::> nw.y SI'll 

dlll'iIlg ii, (kpl'l'ssioll n.t. It'ss thnn hll\l' tht' pril'(' Ht which tlll',Y sold dllring' 
It hoom, Chn,ng('s of L1lis killd l'('slIlt from ('hangt"s ill till' pUI'('hnsillg 
POW('I' of ('onSlIllIl'I'S, 

Smoothing out SII('\I mlljor c11l1Ilg'PS in dl'lIll1l1d, ill nny hnsic s('ns(', 
1'(1<[ uir('s sLabili>'.ing till' ('II! in' ('('0 II 0 JIl)' I whi('h is H n l'xt'l'l'diIlgly <Iilli('ult 
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problem, and is clearly outside the scope of this bulh·tin, Until the 
whole economy hilS been stabilized, however til(' dl'ent of the cx
treme fluctuations can only he mitign,tNI, On t{le demand side, by SUell 
measures I1S Government purchases foJ' distribution to 10w-inC0Jl1p 
gl'OllpS, In tlH.' pllsi, nt ll'llst, tllt'se IlWllSllres 1In.\'(' not bO(,11 Inrg/' 
PlJoug]1 to hnvp mud) ('ErN',t on pl'il'(,s. In 1940, the qUlllltity of pork 
bought with bill/' stnmps undl'I' t,lll' Food Stnmp Plan, 04,199,000 
poullds,2° wus [('SS thltn [ IH'r('C'nl of till' totnl pl'oduC'fio/1 of pol'lt in 
1930,27 TIlt' qUllntity of lat'd, 30,2BO,OOO pounds, "'lIS only I,ll PI'I'
cent of till' totnl p,'oduetion of lnrd. 

It would 1)(' llN'PSSIl.l'Y to l':\l)nnd slleh plIl'ehns('R Inllll,Y I in1l'S 0\'('1' 

befon' t.hc· totnl demand. 1'01' hogs would bl' subst,n.lltinlly nf)'l'cted, 
'ril(' t;otnl pur('hnses of nil foods nndl'l' till' .Food StlJ.lIlP Plan in .1940 
u1l10untwl to $44 millioll, !tnd (·xpnnding thnt mnny Limps OVl'I' would 
run into a Jot; of JIlOlH\,y. It hns bN'1l ('stirnutNI thRt, if til(' Food Stump 
Piau wel'C' ('xt{'Il(ll'd to nil 1)(>01..11(' in tht' Unitl'd 8tnt.Nl who IW'pivNI 
plIbli('. t'lssistn.n{'{· ill 1940 (lwn.I'ly 20 million pl'Op]P) and 75 ppl'(,l'nt of 
tlH'J11 pn.l'tieipn,kd, tl1l' t'ost of t.IH' pl'ofrl'llm to t\r(' ]i'l'd('I'al rr,'('USUry 
would be from $371l to $450 million dollfl.l's n ~r('n.r (6, p. 86), Thnt 
is eonsid(·I'n.b10 but it wOlild fnll fnl' short of ('ompl('t/.l'y stabili%ing the 
demand 1'01' pOlk 

It seems probnblp UlnJ dl'rnnJld. will ('.ontinlll' to dHlngp in t\rp 
pl'edietn.ble fuhlt'p lw('n.usp of ('ontinu('(\ ehllllW,'S in (,OIlSllI1WJ' pUJ'dms
ing POW{'I', Tlws(' futlll'P (',hllllg('S ill (kmnnd .ll,n,y be Ipss violl'nl thn,n 
thosl' of tIl(' past if f'frol'f~s \'0 stn.bili%p tht, wholt, {'('ollomy me('\" with 
somp SU(,('PSS, l1,n<l if F{'df'l'n.1 food pI'Ogl'flll1S nt'(' ill('I'l'l1s('(1 in S('OI)('; 

bot th('I'p Itppl'n I'S to Iw srnn,1I chanel' t1ln.t (\r(.y will 1)(' ('oll1pktply
s/llootIH'd out, 

If ftuetuntions ill df'lllIllld ('ollliJlul', ",hnt ('!til I>£' dOIH' to tnl'l't 
thcm'? Should thl' product.ioll of hogs ftnd otiJ('r foods lw 1l('ld ('on
stnnt, pl'i('('s thN'('fol'l' fludufI,ting with d(,Blllnd'? 01' should pl'i('{'s 
be Iwld ('ollstn,nt, slipplit's flul'tll!tting with (klllll,nd'? Or should sorno 
nt'xihility 1)(' giv{'n to hoth prodllction and price's'? 

80mI' g'J'onnds l'xist for lIln.intnillillg t:hnt. supplips should 1)(' kl'pt 
stnh\(> lhroug'll clrnllg'('s in deJlJllnd, willI priet's fllldl/uting, Physicl11 
goods arl' fhe f'ulldn.mellf'.n.l things, /lot pl'il'{,s, If ('0/1SU111('1'S u{'('d 
('('rtllin qunntitil's of fnod and fib('(' in prospC'l'ity, they 11('('(\ th(,111 in 
d(1lH'pssion too. 

But th(· n('('(ls of Pl'Odll{,{'/'S BlllSt 1)(' tnk{'ninto n(,(,Ollnt ns w('!lns t,he 
n(,Nls of ('onSlIlI1('I'S, If tht' dC'nul,ntl for hogs l),1ltl olh!'l' foods c'nnnot 
1)(1 sln,bilizNl, yd, ('011511111('1'8 Itl'!' 1.0 contintl(' to gd 11 fllll rn.tion of pork 
in dppl'('ssion liS in Pl'osp(,l'ity, lI)('n til(' SlI.tnt' qUl1n!ity of pork must 
1)(' pl'o(lul'Nl in d<'PI'('sflion I1fl ill IH'oSP!'l'ity; and this nWllllS that pl'jcrs 
Ill'!, hOllnd t;o filII til(' 11 , ns t.\lI'Y did (\ll/'illg thc' lost. d('pl'('ssion,Unl('ss 
the' IJI'icps of HIP goodfl nnd S('l'vi('('s tlmt fnl'llWI'S bll~T nlso fnll, fl. dif
fi('ult gituntioll fol' prod\l('('!'S will n,I'is\', Industrial mn.nufnetul'('I'S 
n'spond to llll('h n, situation by SP\TpJ'(·ly !'l'du('ing t1H'ir pl'odu('t.ion, 
Fal'll1Pl's I'Pl'ognizt' Ilil ('\t'nriy ns nnyhody ('lsI' thllt ('utting down pl'O
dlletion n.lI I'ound ('nn onl" Irllnn ilo('i(·t,y 115 II. \I'hol(" and thnt (,V(,IY
body would 1)(' Iwt 1('1' orl' i'r pt'o<iuci;ion of 11.11 kinds of goods pl'O(,(.pdrcl 
lit full ('Ilpncity; but so IOllg n.s mll.Jlllfn(,!lIl'('I's (,lit production 50 01' 

,. UXln;1l llT.\n:S 81'lt)'I.llS !-I'Alt)n:TISG An)IIN1~TIt.\TIOX, ,'PHCIIASt:S m' ~nll'l.l'S COllllDlllTIES II\, 
Tin: Sl'ltl'Wfl ~IAnKt:TlS'G ,\Il,lllX1STltAT1QX Ul'IUS(1 lH:('f:~lHf:lt 11140, 2:1 PI)· tIll!. [l'ro"'~l'('(I.J Sl'l' p, I, 

21 UNfTf-:n STAT,.;S AOUlCt"I...rttlt.H. tr.UUO:iING Sfo:n\'WI-:. J.I\·"!STOCR, ~t}o;ATS, ASf) WOOl. )f.\ftKf:T STATIS
TICS AXil l'};LATIW lJATA, IIJ.IO. 1111 Pi', 19,)1. l1'r()(~'ss~(j.l See p, tOO, 
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75 percent in t.imes or'scY(~rc depression, fanners cun hnl'dly be blamed 
for wnnting to do the sume thing on a sl11nlIer sculc', 

Furthel1llOre, when demand increuses, the inducement, to expund 
production is yery great, Prices rise, and nt those higher prices 
greuter pro(its cun'be mude if production is expnnded than if it is kept. 
constnnt..\Yithout any o\'cr-nll progl'lllll for control of production, 
£Ul'll1('rs found it; difficult to recluce production in the fuce of reduced 
demund; but they were ulwu,ys willing to increllse production when 
demnnd incrensed, and they will wnnt to do so aguin wheneyer 
demnnd increuses in the CuLme, As increused production is ulwlI,Ys 
desired by consnmers, the demn,nd 1'01' incrensing production in time 
of prosperity would be pretty w{'11 ununimous, 

.c\ppurent:)y, then, chunges in the dellland for hogs in the future will 
be met by eorresponding changes in pl'iees nnd pl'Oduetion of hogs II 

yenr or t.wo Inter, It would probnhly hI' impossible to keep prices 
stnble through lipS nnd downs ill demnnd, e\'en if it wel'e desil'l1ble to 
do so, l?or in tinw of depression, fnr'lllNs would not I'eduee hog 

• 
Jl'oduetion if hog priees were mnintnined 11S high us jwfore, nnd perIlnps not llllywny, unll'ss COI'Jl pl'i('Ps Wl'l'{, mude highel', This would 
be unwise, ns it would stimulnte production of ('orn nt the snnH' time 
that it reduced produetioll of hogs n.nd would pile up trouble for t.he 
future, ~loreoV('r, in times of prospl'I'ity priees of hogs eould not be 
kept stnble. ns eOnsumers would be off('l'ing to tn,k(' 1I10re pork n.t the 
snn\(' priel's IlS befor(', and tIll' only wily to su,t.isfy them would be to 
prod lI('(' mOrl' hogs, The only WILy to mn,h' thn.t Ilfl.ppen would be 
to let prie(,s of hogs rise, 01' to mnke prices of corn fn11; but if the InU,er 
c,ourst' Wl're chosen, pn)d u('tioll of COl'll would d('('l'ellse unci soon tit('l'P 
would not b(' enough corn to go uroun<i, It seems ckn.r thnt prices 
nlHl pl'Ocludioll of hogs will hlw{' to cllllnge from time to time with 
e1ulIlgt's in d(,Illnnd, 

EFFEGT OF TilE 1I0G-COHN PHIGE BATIO ON 1-I0GPHODUCTION 

Howenll production n.nd priers of hogs be (~ontl'Oll('d? 

• 
It wus shown enl'liPl' thnt thl' chid illllll('diuLt' detl'l'millllnt of hog 

produ('tion is tlw hog-corn priee mLio, ('hnnges in this I'lltio nrc 
follow('d nbout 2 YPIlI'S In.t{'1' hy eOITt'sponding chnnges in production 
of hogs, It wus nlso shown thn.t the bn,sic en,IISl' of the ehnngcs in the 
hog-com pric(' rntio is f1ul'tuntions in ('01'11 produetion from yell,r to ycar, 

'rhe illlll1elliu.tc instl'lul1('nt of control over the produetioll of hogs, 
therdore, is th{' hog-col'll price ratio; hut it must be bocked up by 
eontrol over eorn supplips, IlOt m('rely stnbiliznt:ion of supplies at n. 
fixed figure, but eontl'ol of supplies at whn.tever figure is (ksirrd, 

']'1Ie ('ffcets UpOJl hog production of these t.wo things (the hog-com 
price ratio and til(' supply of cOl'n H.Yililnble) W('J'P shown in II. prelimi
nllry wn~y in fi~lIr('s ,} and 5 endy in this bulletin, Th('y nr{' to b(' 
investigated more fully now, nnd If possible brought together in one 
combined system or I'c)n tions, 

'1'he relntion between the hog-corn price rntio and the slaughter of 
hogs nbout 2 yenrs later showecl up fnirly dearly in figure 4, The 
rclnlioll eon be shown more nnn.lytienily if the dnta urI.' mndc up into 
unnual figul'l's, OIl the hog-yenr basis (October to September) ILnd 
plotted in scutt('1' dingrnm form, Consi<i{'I'ntion of the nllLure of the 
hog industry, Ilud the empiricul evidence given in figure 4, indientes 
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thnt n 2-yCfU' lag should he lIsed between the tw'o scr,ies, That. is, the 
hog sluughter for 1 hog yelll' should be plotted lIglJ.lJ1st the hog-corn 
pl'ice rn,tjo 2 years endiCl', ('l'l'ials with thcl'lItio 1 year before, nnd 
wi th the l'aLio 1 yenl' before und 2 ye/u's before us sc pu.rn.tc vlIl'iu,bles, 
confil'm this belief.) 

The rclntiollshi p betwecll hog slaugh tel' and the llOg-cOI'Jl price 
ratio 2 yen,rs 1)('1'01'0 is shown in figure 2JA, .From n. stu,tistical point 
of view, the cOl'l'dntion shown nppelLl'S prnctienlly nil. Closer 
inspcetion shows that the eorreln.tiol1 is rather high fOl' the IO-year 
pcriod from 1\)23-24 to 1\)32-3:~, with th,e exception of the yenr 
1927-28 when hog slaughter wus nbout 1.5 billion p01111ds less thnn 
would ii/we been ex PI.'t' ted , 'fhe nVPl'nge relntion fol' the dots foJ' the 
lO-yenl' pel'ioll is \'('IWt'S('nted by the line drawn in through thelll, 
fl'e~-hnlld, T1H' line dot'S not Il1NUl much, as it is bnsed upon so few 
Y{'HI'S, but it does i!ldit',n,tt~ tlla,t wlmt mny be ealled the hog-eorl1 
pri<'e-l'iltio elnstirit), of t;lll' supply of hogs ill those yeal's wns nbout 
0,36, 'l'hn,t is, n, chllllge ill the I'f\,t;io of 10 1){'1'{'t'nt t'H,IISCt! n, el\llllge in 
hog siaughtcr 2 Y('lns IfliP!' of nbout 3,6 pm'ccut., 

Fignl'l' 21, ...1 shows titn.l durillg lill' Yl'u,rs sinet' H)2a-:32, OUll'f thiJlgs 
bl'sidl's tht' llOg-l'Ol'1l I>l'i('(' rn.tio Im\'(' had n. gn'u,l dr{'(~L on pl'clductioll 
o( hogs, 'I'll(' dots fot' the' ,v<'IU'S fl'OlIl 19a:3·-:~4 Oil 1\,1'(' displneed down
\\'urd by two or t1u'('<' difl'('l'l'nL tltillgs- dtiPlly by til(' s('\'('!'e droughts 
of tn:i4 n.1l1l In:3fi, \\'hidl eaus('d lll'ILvy liquidalion of bn'l'ding stock, 
and by till' A;\l\ eOI'll louns nhon' mal'keL pric('s I1[L('[' 19:17, 

IWI'Jo:CT 0/0' II A'1'10 ON SI'IIING FAIlIIOWI1"GS 

The C'ft'('('.ts of lh(' hog-c'ol'n pri('(' mtjo and of th(,sp otilt,1' fn.etors 
mo,}' 1)(' isolnl pel wi t h gl'('11.! PI' p!'p('isioll if tilt' t,illll' ullits for lite onsic 
hog sln.ughtpJ' n,nd hog-('oJ'n pri(,p-1'1I1io dlltn. an' eiLoSC'1l lllOl'P e:tl'('fully, 
with J'dl'l'PIll'P to tltt' int('J'lllll citnrnd('risties of t;lw hog industry, 
Thf' tillH' uni t fnr litl' hog-l'ol'll pri!'(' rill io eu.n IJP 111\.1,/,0\"('([ down to the 
f('w monllu; ,,-hf'1l flll'lIwrs 1I!'t' dl't'iding- \v\H'llll'l' to hrt'l'd 1110/'(' sows, 
01'\0SS, 01' lilt' S)\.II1(' ii,S Ilu' yl'll.l' lwl'ol'l', ~imiln,rly, the numl)('1' of sows 
ral'rowing ('n,11 hI' 1IsI'II in pla('(' of titl' tolal number 01' wpighL of thn 
ho~s ::;11\.1l~htl'/,('(1. TIlt' lolal pounds of 1l11'n.t PI'OdlW('d ifi \'he main 
thing so fill' tiS till' eOIlSU/lI('I' is ('011<'('1'11<'(\, hut till' dmin of ('.I\,wmtion 
('/I,n 1)(' 1'('\'(,III('d mo/'(' dl'ady II)' llsing (Itt' shortt'fit possibk lugs n,nel 
('ulting oul liS 1IH1,II'y links {sueh ns ulI\1r'ptiit'tn,hl(' ('hllllg('S in LiH' IWl'l'

ng0 Si7.l' of till' lit \PI', dlH' to ~o()d 01' hn,d w(,II,Cht'I' ILL ra.I'i'owing limp) 
ns possihll" 'I'll(' ::;Iwr\l'st. dw,ill of en.\lsntion is litn,l whieit runs din'f't 
feom lh(, \tOg-I'Ol'll pl'il'(' I'nlio Itt b/'('('(Iing linl(' to 1Ilf' lI11rnh('l' of sows 
flU'!'o",ing" m(mlhs lnl('!', 

Thl' si)ring- pig (TOP in lh(' l'nikd 8t.n(('s is \'WO 01' lhn'l' Linws 
liS In!'g(' as the' fnll pig ('rop. Till' pl'ak month for flll'!'owing in titl' 
l'HsLpr'n COl'll Bt,1t is .:\/H/'('h; in ttl(' wpstlll'lt Corn ndL tIl(' peak Gomes 
ill April. 'l'llt, g('sllr.l iOll period of UH' hog is about L20 days, so most 
of til(' sows 111'(' hrNI ill Nowmlwl' i\.lld J)('('('m\)('t', One would expeet 
to find n. dos(' 1'('lu,tionship, thPII, bc'LwN'11 Ull' hog-(,orn price ratio in 
the In.sL a mon ths of til(' ('nh'lldn.I' YC'I1,r H.nd the number of sows 
ftf.ITO\\'illg the ]1('xi spring, 

'rhl' 11111111)('1' of sows to fllr/,()w in tJLl' spl'ing is not ('Iltir('ly s(>ttkd 
by thc' ('nd of DN'PllIbc'I', If lhr ratio turns Ildv('J'sl' (fulls) during 
JrtlHfIl.ry aud Ji'cbrullry, SOIll(' of Lit(' piggy sows mny be spnt to I11ndwt 

• 
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CONtl'ROLLING COHN AND HOG SUPPLIES AND PlUCES 
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FIGURE 21.-RELATION BETWEEN UNITED STATES HOG-CORN RATIO AND UNITED 
STATES HOG PRODUCTION: A, AVERAGE RATIO OCTOBER-SEPTEMBER AGAINST 
SLAUGHTER OCTOBER-SEPTEMBER 2 YEARS LATER: JJ, RATIO OCTOBER-FEBRU
ARY AGAINST SOWS FARROWED THE NEXT SPRING. 

The reltttion betwcen thc hog-corn price ratio unci subilcqucnt chllnges in the 
number of SOW;, furrowed appcnrs to be closer thun the relation between the 
hog-corn price ratio and the subsequent hog slaughter. 
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during those months to be slaughtered as part of the regula!' nm of 
hogs hefore spring arrives. Accordingly} the period during which the 
hog-corn price ratio affects the nmnber of sows farrowing in the spring 
extends not merely from October to December but on through to 
February. 28 

The average hog-com price ratio from October to February, 
therefore, is plotted against the number of sows farrowing thc next 
spring, in figure 21, B. The datn, uRed l11'e for the entire United States. 
(Similar data for the North Oentral States (roughly, the Oorll Belt) 

'yield similn;r results.) The number of sows farrowing in the spring is 
c:-"llressed as a percentage of the number in the preceding spring. 
The chart, therefore} shows the effect of the hog-corn ratio upon the 
clw,ngc in the spr'ing farrowillgs from the year before. The data are 
so handled for severa] rensons. (1) Because the pt'occdure used 
follows the precedent set by earlicr studies,20 (27). (2) Because 
of its logic; n, high hog-corn price ratio, for example, may cause 
fl1l'1'owillgs to continue rising,rather than simply to be high. There 
is SOllll' question about this, and this question is investigated a little 
In.tel'. (8) Because it reveals n. fairly high eorrelation, directly, over 
thr pntire ppriod f'.'Om 1924 to 1940. 

The l'plation shown in figure 21, B shows an elasticity of about 0.6. 
A 10-pcl'Gpnt change in the hog-corn price ratio in the £n,ll and winter 
causps a. elmnge of 6 percent in tIl(' sume direction in the number of 
sows fn.rl'ow.ing the following spring. 

Thr qllPstion concPl'l1ing the logic of using change8 in the number of 
sows fm'l'owNI, ru.tllP1' tl1!1ll the original numbers, call now bp l'n.ised. 
It call be nl'guC'd thn.t fl.llOg-COl"ll l'atio of 14, for example, would calise 
farnwl"s to krl'p OIl expanding production of hogs year after year. Is 
this tJ'lIl'? Obviously it could not continue for very many years, be
eu.lIS(' a farmer would shortly be raising so many hogs on his farm that 
his ('O~;ts would rise to the point wlH~re a. ratio of 14 would induce no 
furtll('1' (\~llansion. Perlmps such a contingency does not actually 
arisr bC'ca.use the initial c:-"l)11.nsion in hog numbel's soon brings down 
priC'Ps o/' hogs and makes the ratio unfavorable. 

ThC' quC'stion can be submitted to. empirical test by plotting the 
stUll(' data thnt are shown in figure 21, B, not u.s changes from 1 year to 
1).llotIH'r, but in their original form u.s is done in figure 22, A. From 
n, strictly stn.tistical point of view, practically no relation between the 
hog-eOI'll pl'iel' 1'1I.tio iLt the time of breeding and the number of sows 
falTowing 4 months latcr is thus indicated, a fact worth emphasizing, 
for muny peoplt' s(>e111 to believe that hog supplies are determined 
almost complotely by the hog-corn price ratio 010ne. Figure 22, A, 
shows tltn.t b(,lief, at }Past in its sirnpll'st forIll, to be incorrect. To 
go to til(' othl'J' ('xtn'me and conelude, from the evidence of the chart, 
tlutt the hog-corn price ratio from December to February has very 
little efrect on the number of sows farrowing the next spring would 
b(\ equally erroneous. What the chart does show is that other factors 
besides the hog-corn price ratio have 111uch to do with the number of 
sows fnrrowed. The chart can be of sorne help in dctermllling what 
those other factors may be. 

1i llt'ltll&ISTI<lI, C'. A. TIlEllOO-CORN IlATlO A~l) 110G l'UODUCTlON. U. S. Bur. Agr. Econ. Uvcstock 
Situntion No. IU, IIp. 1(,1-19. 10-11. (l'rooosscd.j 

,. Seo Footnoto 28. 
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CON'l'ROLLING CORN AND HOG SUPPLIES AL~D PRICES 
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FIGURE 22.-RELATIONS BETWEEN THE UNITED STATES HOG-CORN RATIO. CORN 
PRODUCTION, AND SOWS FARROWED: A, AVERAGE HOG-CORN PRICE RATIO 
OCTOBER-FEBRUARY AGAINST UNITED STATES SOWS FARI~OWED THE NEXT 
SPRING; B, RESIDUALS FROM A AGAINST CORN PRODUCTION THE YEAR BEFORE. 

The effect; of corn production in thc current year il> lliready reflected iu the 
hog-corn price ratio. 
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Spring fnnowings ill ] 935-3(; and 193738, for ('xnmp)e, were lowel' 
Lhnn in ot}Wl' y('urs of high hog-('orn 1'n tios, for nn obvious r£'llson. •The s(\Vcre drouglll, y('urs of J034 nnd 1936 £ore('(1 stich n liquidation of 
brecding stock ns well ns blltclH'r stock that (kspite tIl<' compal"U
tivdy lnrge corn crops and Low corn pric('s of 1935 nnf! 1937 spring 
(nrrowings W('l'{' not YI't buek to Ilormnl. Fn,rrowings did not l'CCOVPl' 
fully, hI Ind, until. 1939; tilt' dot for 1938 is still low. 

Three TC'lll'S in wbieh fnrrowings Wl're high although tlw hog-eorn 
priee ratio was low, were 1923-24, 1924-25, find 1927-28. The corn 
supplies Oetob£'l' J ill nil' ypal' p"eceding each of these 3 years were 
among the ll1rgest on n'eo1"d, and apparelltly thnt induced nn expan
sion jn hog Im'l'(ling that Pt·t'SiStNI through the following yeo,l'. 

TIl(' small spl'ing fnrl'owillgs in 1935-36 nnd 1937-38, the1'efore, o,nd 
tIl(' IUl'g(' spl'illg fnrrowillgs of 1928-24, 1924-25, ll,nd 1927-28, cnn nIl 
bt, l'xpln.inNI by lill' sizto of thc eOrn Rnpplil's Oetobel' 1 of til!' ycar 
bC'fol'l'. (Corn stlpplit's ill tll(, CUlTl'nL yt'llr are nlrpudy taken into 
UCCOllll t ill till' CUlT('1I t hog-com pl"i('(' rn.tio. :!O) If the resid unls from 
the' CUITl,d lit1(' dl'i],wn in (n'l'hund ill figun' 21) A ill'(' nil plotted ngnillst 
corn slIpplic's tllC y!:'ll1' I>('for(' ill Ntch cnse', ns in ligurl' 21, B, tlwy 
show soIll(' posi tivc l'l'Intiollsh ip. 

TIl(' pl'('vious discussion dops not by ILny I1wans provide n com •
pleh' {'xplnnl1tion of till' 1H1I])bl'r of sows fmTO\r('d in the spring. 
,..:\.dditiollnl fneiors 11('('(/ to lip tnln'JI into fiC('Ollnt. 1'11(' dot for the 
yenr 198:3-::~4, for IllstnIH'l', is low, pm·tly ns n. I'('sult of tlw A.AA 1I0g
/"('duction cllmpllign at that LinlC' , which called for II 25-IWl'cent ,w[uc
tion in hogs. TIll' reduction nd,llIllly 1'f1't,ctNL was 25.2. Obviously, 
that d('(T('nsl' ill hog: funowillgs was not the l'l'sult of th(' l'('{luetioll 
clllllpaign alaiit'; tlw hog-("ol'll l'nLio was low (8.5) and I\. mnl'kl'd ['educ
tion wns in tht' cnrdfi lllly"'Uy. Bill til(' AAA tnrnpnigll nppnrelltly 
CHIISl'(/ th(' 1"('(\u('t10)) to 1)(' ~'1'l'n,tl'l' tIll1,l] it otil('lwisf' would han' bl'ell. 

Other fndol's ('xplnill tilt' silu:l.lioll in otlwr Y('IITS. The number of 
sows fIUTOW('(1 in t.h!' spring of 1922 "'Hs lligh, Il.ppnrl'I1 tly becausl' iL 
followed SI"'(,1'1I1 Y<'lll'S of Im'gl' hog crops (in turn caused by s('\'('rnl 
yl'I1l'S of IiIl'gl' corn erops); til(' hog industry wu.s still in nn 0\'('1'
disf:l'/l(lP(/ condition. The Iluml.wl's of sows frnTowt'd in til(' spring of 
[938 and 1939 W('1'(' low, IH'rhn,ps I)('('alls(' of tIll' pfr('cis of till' high 
loan 1'n,(('8 for ('.om. 

'Furtlwl' resclll'eh is l"<'quired to dpt(,I'millf' mom Ilccul·aU·ly the C'iluses 
of ehangrs in spring furrowings. '1'111' chief value of thl' preliminlLl'Y • 
explol'ntiollfiis tllllt they proyide (entlltiv(' mC'ilSIU'es of tlll' effect. of 
the hog-corll ratio 011 SPI'illg fllrrowings. Even these measures 11.1'(' 

1I0t entil'l'ly consistent. 'Phe I'('spons(' of furl'Owings to the hog-conI 
price r-n,tio shown in figure 2]£ ca.n be rl'lwcscnted by a st.raight IiII(' 
with an eillstieitv of a,bout 0.0. Then' is sonuo indication that the 
line should be cln'v('t/, but not IIlllch. The rcsponse ill figure 22.11 
('n.n b(' ]"epr<'s(' II ted by n. similnl' straight linC' of about. the same ov('I'
nil eillsticity, but it is much marc Ilecurn.tcly rcprcsC'lItcd by thl' 
mnrkcdly cun'ed lille shown ill the c1ll\.I'L, whose elasticity difl't'l's 
iLt different, points along tht' lille. The clIlTed line indicates that 
b ,g-COt'lJ price ratios ranging betW('Cll 8 nnd 12 lHwe, on the a,vt'l'Ilgt', 
tl,bollt a 1 to .1 t'fh~et on spring falTowings. That is, a chuuge of 

ltl Corn SlIPPJil'S on Oeroh"f 1 of t.lll. f..'urrent Y(lur silO"\\" Jlruct.il~nlly flO rclnl ion with t.hl' residuals Cram 
llgurc 22, Jl. 'l'h~\ h01H,'Ofll price rnlios frolll OcWh(.lr lu li·('hruary .of tI)(~ Prt'('l'ding- yenr show sortlt' relutioll, 
but not much; neither do t!lll bog-corn [)ricc ratios from October 1.0 i:icptcmbcr of the prl'ceding yenr. 
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10 percent in the price ratio causes about a 10-percent change in the 
sllme direction in the number of sows farrowing the next spring. 
The lower the price J"U,tjo, the greo,ter the en'ect. The higher price 
ratios have less ond less ('n'ect 011 fal'l'owings ns they get higher and 
hi~her. E:hanges in the price ratio from 14 to 17 have almost no 
eflect OIl fo,lTowings. 

The some sort of analysis, applied to the hog-corn I'ntio appropriate 
to till' fall fnITOwings, yields inconc1nsin~ n'sults. '1'11(1 1'(,ln,Lion 
between the hog-corn ratio fOl' .Mnrch-August and the fn.ll falTowings 
is poorly defined. Further work, using othN 1'll.el;ors, is needed. 
M.ol"(' detoiled (lxaminatioll by States of both the spring and fall data 
is ulso required. 

PnocEDUlm Fon MEETING CHANGES TN nIE DmIANJ) ]o'on HOGS 

Insornl' us any broad simple c01lclusion ean be dmwl1 from. tho 
pn'eeding n,nn.lysis, it is this: The way to clt-al wi th expansions und 
contrnctions in the demand for pork is to meet them with eorrespond
iug expililsions and cOlltl'llctions in the produetion of hogs. The wlty 
to do this, in tUl"ll, is to clHulge the hog-cOI"Il pI'ice ratio-to mist' it 
when expnnsion is desired, Itnd low('r it when eontm,ction is desired. 
Chunges in the hog-conI mtio HIlISt be made n,t IpHst n, yo:u' in advanee 
of 01(' time when the change in pOl'k production is neNlPd, be('ause 
the gestation pel'iocl of the ho[.; is L20 (l!tys, aud it takes 801' 9 months 
to raise all u.vl'm,ge pig from farmwing time to It market w(,ight of 
225 to 250 poullds. 'l'hn,t acLion should be backed up by providing 
till' right qun.ntit.y of corn to feed the numbel' of hogs c1esirl'<1. 

Abstructly, thel"(l lLre two ways of clmngillg the hog-(,orn pl'ice 
mtio. OIl(' is to dlnllg(' t;11(' priC'(' of hogs, nlld OJ(' OUI('/" is to dw,nge 
til(' priee of eom (orl both pl'iees eall Iw challged, in opposite direc
tions) . 

But in f., t.unl p/"lwtic(' the- most dn'etive wny to ('\Iange the hog
('01"11 price ratio is to (',hung!, thl' pritt, of hogs, unlc's8 the' ('Il!ulge in 
production of hogs is to be follow{~d quickly, within n yt'UI' OJ" two, by 
H.llothcr ehn,nge in UIl' opposite dilw,tion. A spccifie illustration will 
cln,rify this. Suppose thn,L ll.n inC'rel1se in the dl'mlwd for pork is 
fOI'('s(len, alit! the deeisioll is llullh, to ruise the hO[.;-(,OI·1I pri(~emtio in 
order to' bring IlbouL the d('sircd inerl'nse in produl,.tion of hogs. If 
the rise in the hog-COt'll pric(' mtio is brought about by :1,n illel'pnsc' in 
hog priec's (COI"II prices r('mH,ining uneiuLIlgl'CI) thnt j)ro\"ides n. dil'{x~t 
stimulus to hog produ('('l's to expand their produC"lioll of hogs. Along 
with this should go n. re\ilxntioll oJ r('stl'i('tiolls 011 llereage of com 
(unll'ss com supplil's an' u.lf"('ndy exeessiyl') so lImt n,dequl1.te sllpplips 
of ('om will bp 011 halld to fpcd the incn'nsed supplies of hogs. In 
addition, it mny be wist' to draw upon the (lxisLing sloeks of ('Om in 
the Evpr-Normnl GI"UIIIU'Y, during Lhe illlt'rval of timp befor(\ the 
new supplies of corn nre produced. 

If, howeycl", thp hog-eorn priee ratio is l'uisNI by u. rccluetlon in 
the price of ('om (I10~ prices rcmH,illing unchangod.) increased produe
tion of hogs will be stimulated, but severnl undl'sirnble efJ"ecls will 
follow: 

(1) Only n SOl't of baek-handed stimulus to incl"('nsC'C[ hog produc
tio.ll would be provided j hog prodllcers would be pnsll('d into all 
cxpllllsion of produetioll because of low coru prices, instend of being 
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drawn into it because of high prices of hogs. (2) Even though 
restrictions on corn acreage were relaxed, the fact that the price of 
COl'n was lowered would act as a discouragement to COl'n pro(lucers, 
and production of corn might not increasc; it might even decrease. 
Then when the increased production of hogs materialized, there would 
not be corn enough to feed them. (3) Lowering the price of corn 
would be likely to conflict with the policy followed by the admillis
trators of tho corll supply-stllbilization progmm, 

It secms clear thnt the dcsil'(l(l chnnges in the hog-col'll price Tutio 
should be brought about b)' clllUlgCS in the price of hogs, not by 
chl1nges in the price of cOI'n. And I110ng with t.he chl1llgcs in the 
pl'ice of hogs should go cOl'I'CSpollding chlUlges in the utilizntioll of 
('01'11 in the Ever-Nol'lluLl GI'l11l1U'y and in the production of COl'll, to 
pl'oyide the right qlJuntity of feod fOl' the lIumbel' of hogs produced. 

lIow CAN 'I'1I1~ PllleE OF HOGS BE CHANGBD'!' 

The plll'llses "('hnnge the pf'ie" 01' COI'II," "chnnge !;he price of hogs," 
Iwd Hchnnge the produetion of eoi'll" 1\.1'0 used 1'11.1,1101' glibly in the PI'('
('oding expittnatioll, as though it werc ensy to do those things. In the 
efiS(' of COl'll prices thel'e is some l'XCllSe for this, as the pricc of com is 
prC'tty ,,,pH c011tl'ollpd by the 10!t11 I'ttte sot fo], COl'll; chnnging the lonn 
rate (within limits) e1I1Ulges the pl'ice of corll. Thero is also some war
rant for spcnking of dll1nging the production of corn, for corn is con
trolled to some cxtC'n t by the acreage-con trol progl'nms of the AgriclII
turn,] Adjustnll'nt Administmtion, The price of hogs is fl. difi'('1'l'nt 
mn.tte·r, l1S then' is no loan program for hogs. How would the adminis
trators go Itboll t dlltnging the J)I'iec of hogs? 

rrIH' t'xpel'it'I1Cf' in 1941 provides n. pnl'ti!LI answer. The United 
Stn.t('s Dept1.l'tment of A.gl·icultllre, foreseeing tLnincrcased demand 
for pork and dairy nnd poult,,.y products 1'01' export to Britnin as well 
as fol' meeting tht' incroasing domestic deml1nci, announced early in 
April thn.t it would 
make purchases of ho!!; prodllds ill the open market to support, 11 IOIl!!;-term level 
of pricei'i of $9.00 pCI' 100 pOllllcis. hUlled 011 the average price of all hogs at Chieago.
rl1 lI1akillp; purchases to slIpport this level, consideratioll will be given to seasonal 
price variations and possible changes from existing price relationships. The 
prop;mlll. therefore, does not pJ'o\'idc foJ' a fixed price of hogs. 

Till' Gov('rnment"'s purchases of Jlork nnd lard and other products iIi the open 
market will be used to ncculIllriate resel've supplies of food. These supplies can 
be wled for t.rllnsfer to Oreat Britain and othcr cotllltries ullder the provisions of 
the Lense-Lencl Act: for relcasc lipan thc market in ca.~e of ullwll.rranted specula
t:ive priep incrcases; to llIl'et requests from the Hed eros!'; for shipment to war refu
g<'c ar<'as; [tnd for direct. distribution in the United States through school lunch 
prog-rtllllS or through State welfure departmcnts to Jlublic uid fumilicR. Arrange
ments also arc being Illude for coordination of thcse purchases with tho:;e heing 
made for 0111' armed forcesY' 

The Department, knew that fa.l'll1et's wer'c morC' inJilleuced by actlllli 
prices thnn by predietions of prices. The United Stlltes nvemgo flu'm 
price of hogs in March 1941 was only $7.08 pel' 100 pounds. The 
eor'l'cspollding pl'ic(' of ('01'11 was .57 cents, The hog-eOI'll prieto "ntio, 
thel'rfol'c, wns only 12.4. TIl(' IWCJ'u.ge ratio for :MI1l'ch, over tL" 17-
YNU' prriod 1924-40, Wu.s 12,4. The l'n.tio in 1\11lJ'ch 1941, thel'e~0]'e, 
was only n.vorage, alld production of hogs would not inm'case in responsc 

u tTXITEl) STATES .ounf:.\U Of' AOlllcuJ.TunAI.1·:WN01IICS. TI!f: J.IVESTOCK SITUATION. No, 22, [20} nt•. , 
ilIus. 1941. [Proc • .'sscd.] S..o p. 9, 
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to an average hog-corn price ratio unless some drastic incentive of some 
other kind were offcred. 

The incentive in this case was an outright guarantee of $9 per 100 
pounds for hogs for the ncxt 2 years. The DepartmelJ twas n,blc to 
make this gunrantee because it could be implemented by purchnscs of 
pork and lard for nuy of the purposes specified, if the mru:ket did not 
rise to $9 unaided. 

The main way the Govel'nment can raise the price of hogs is to make 
purchases of pork and pork products. W'bat could the Govenlment 
do with these purchased products if extensive outlets for disposing of 
them were not a.vailablc'? It could sell them currently, but only at a 
loss. Per'hnps thc loss could be avoided by some form of storage, 
('luTying till' products OVOI' for a, year. ConceiYably, purchase and 
carry-oyer of these products could serve two purposes-i t could support 
tile' pric(' during the curren t yelU' beca,use of the removal of pad of the 
supply, and eould 111so add to the supply during the next ycm' when 
Inrge supplics migh t be desired. 

0nn pOl'k produet;s bl' stored as suggcsted'? Thati is la,rgciy a te('hni
('n], physien.l, and chcl11ien.l qucstion. About 55 J)('n'Pllt of the hog ear
('nss is sold us frp$h pork, and the I'est as eured produets-hllm, bacon, 
I'k. It might be possible to extend the curing period for the eured 
products; or pprhn,ps tlwy, as wPII ns the fl'esb pl'oducts, eould be kept 
b('tt('I' by fl'('czing. PCl'hn,ps they eould bc cnnned. Such pr'oblcms 
lic ollt.sid(~ thr wl'itrl"s field; they a,f'(~ melltioned as possibiliti('s nee'dil1g 
cxplorn.tion by Ilwn who know something nbou t pOl'k cUl'ing a,nd stol'ngl'. 

If stol'l1g(' of pork pl'Oducts \\,('I'e found to be impossihlc, eitber fOI' 
physical 01' cbcmicn.l I'easons, or beclLllse of high costs, something still 
('ould be donc. The GoYcl'l1ment eould cstimnt.f' I'equircmf'nts nycHI' 
ahead, and guarn.n tee a price, 110tfOl' thC' nC'xt, 2 yenl's, bu tfor thc s('cond 
yC'fl/' onl,\', thus giving flLl'mel's n dcfinitC' goal to shoot at, nnd ('nollgh 
tim(' to bl'eed th('il' sows, raise the pigs, nncl send them to mnl'ket at 
the' desired weights. During til(' first year this would CI'ente no 
pl'obkm fOI' the Govel'l1l11cnt. 

Thc risk assun1C'd by thc GoYcrnm('nt during the s('cond y('ar, with 
its gUlll'lInt('ed pri('(' in ('freet, would bf' high. A lot ean happ('n in 1.2 
months, nnd morc yd in 24 months. Unpr('(lietll.ble ('Y('nts can in
('1'('IIS(, or dN'}'('IIS(' drnsti('ally thc' dpl11and for llH'nt. 'I'll(' supply is 
slIbj<,(·t to 11l1pl'Nlidnhlt' fo]'('cs nlso; the' sizc of t.he aV<'l'lIgt' litter, nlolll', 
mn.y ('hllllg(' as llluch as H IW],C('llt from on(' Yl'al' to HI(, ncxt, us il. hns 
s(,Yl'l'nl tin1('S during tIll' last 15 Yl'l11'S, Inq:~l'ly bl'cltllsl' of lIuprNlictahk 
('hnngcs ill thc wrathrr. ThrN' pl']'cC'nt dol'S not sound lik(' ypry 
much, but thc drmn,nd for hogs is indnst;ie, nnd n chang0 of 3 p('1'c'l'nt 
in supply would CILlISI' an oPPof-itp eha,ngr of .5 pl'1'cent in p1'i('('. Thnt 
would 1l1ll01lnt to .50 (,pnt:-l J)('I' 100 pOllnds on $]0 hogs, which, ill turn. 
would nmO\lnt to 70 million dollllrs 011 14 billion pounds of hogs (0 
1'(' pn's('n tn,tiw 11l1llllftl slaugh t('r). TIH' ]'('Illtion b('tw('cl1 Lot,al na' 
tionnl ineoll\(' (01' nny of th(' llllljor indcx('s us('c\ to ml'USUl'p c\c>ma.nd) 
nnd hog pri(,cs is IIIso ilwlnstie, and cilulIgf's from thnt sidp n1\' lnrgl'r 
tlJilIl thosl' 011 lIH' supply sick (if nuduII.tions ill thr sllppl~y of corn 
111'(' r('mow·d). Lossps eouid ensily I'UII up 1,0 several hundred million 
dollll,l'8. 

Losscs could be minimized by tlH' Gov('rnnwnt sl'tting its guu.rn.n
H'l'd price 50 ('('nLS 01' $1 1)('1' hundred pOllnds lIn(kr its l'sti1l1n.tc1 so 
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IlS to b(' 011 tIl(' sn.f(' sid!'. .Most fnrnwl"s would produc(' more hogs ill 

I'('spons(' to 11 gUlJ.rflll te(' of $9 thnn to n, forpcnst of $] O. A gUlJ.l"I1ll te.p 
of 90 p(,l"cent of the' ('stimnt('() future vnluc of tIl(' hogs would be' n 
Sll bstnntiflJ st('p towfll"d pricl' nSSlll'll,llC('; yet stopping short of 100 
p('!"('C'nt would f,'1'(,H,tly reduce the risk to the Government. In Ilddi
liOll, the distribution of pork nndlnrd to ]ow-incoDw Jl1mili('s could Iw 
ine\"('ns('(l, pork Ilnd Inn) eould bl.' put on Ul(' surplus list, and so Oil. 
P('rhnps n, mujor pnrt of tIl(' risks could be ('liminn.ted. 

Is A CONTHOLUm SYS1'I':M ANY BF.!I'TEH THAN TUE OI'EN-M,\ltKg'l' 
SYSTEM? 

Tn ("ollelusion, tlll' hrol),d qu('stion may wpUIl(' asked: How would n 
sysh'm fo\" ('olltrolling produ('tioll and pric('s of ('orn l1.lHI hogs, with 
nil its diflkultil's and dangt'rs, work out any I)('Ltc',. t.hU,ll til<' fluto
mntie, 01)('11 ("ompc·(itiv('-Illn.rk('t sys(pm of tbt' PURt? 

Th(' WI1..y in wldeh eontrolled Ill"oduC"t,ion nnc! pri('('s would in(,I'pas(' 
flu'Il1C'l"S' incollws nnd dC'('I'('ilSI' t11('ir ('osts, n,nd fiSsure' (,OOSllIHeI"S 11 lIow 
of liv('st,ork pl"oduets mOrt' lwnrly i1l lin(' with ehnngC'R In Liwir (fp_ 
mand, hns 1)('('1\ shown. \Vhn,t is ll(,l'dl'd lwl"t, is (0 S\lI"Y('Y t1H' rnn,rk(lt
inf!: lIl('eJlflnislIl in SOllJC'Wllllt In'ond(l!" ppJ"sppeti,-C'. 

Onl' of the' ImRie shortcomingR of th(l ("Olllpditivl'-mnrkC'l. s.VSt(llll 1'0" 
("orn nnd hogR WlIS t.lllIt it did lIot look fill" C'l1011gh n.1I!':ld. 1L sntisHl'd 
e1n::lsienl ('t'onomisis wl'lI (,!longh. \Ylwll slIppl ips W('l"(, s('n nty /"(·In.ti \"(' 
to dNil i\,nd, priC'('s I"OS(" and thn,t. ('lwolll'ag('{1 pl"Otluetion to ('xpnlld 
lIlItil it "-ns gl"NtL l'nollgh to sntisfy tlw d(,IllHlId. But this iLppl"n.isnl 
WlIR too lordly in its SW(I(IP. I.t <lo('s not slltisfy us torln.y. Jt 0\"(,1' 

lookpd th(1 lag of n yenr 1>('Lw('('I1 It s(,l1.l"eiLy of il produd lik(' ('om nnd 
nn (lxpn.nsio!l in pro(hwtion to O\'('r('oI1W thn.t s('ilreity. Th(' snnl(' 
thing was ll"ll(, of fl, slIl"pllls. It nlso ov(,r\ookNI t1H' f:1('t thnt f111CtU:1
lions in yipl<ls from \-PIlI" to ,{Nll" \\'('/"(' Tl'du("l'd only to n. smull ('xl(,lIt 
by stOt"nip of only c)ll(,-fifth' of the surplus in Inrg<'-("l"op yC'nrs to bl' 
ndd('d to slippli(,R in SbOl"I-CI"OP .v('nrs. .A Inrgp crop of ('01"11 l"('Rldling 
from high yields dppr!'ssed pI'ict's of corn and in("]"Plls('(1 produ('tioll of 
h()~s ('\'t'n though it wns ('kadv I"('('ogni"pd [lIn,[ tlw wpn.tlwl" would 
Ch;lngp nnd tIl!' 'corn (TOP would Iw snlall flg-nin in the' Iwar fuill!'(, (ill 
krms of n. f('w Y('HI·S). Tire R!H'(·lllnt.iv('-mnrkd price fOI"P('nsts WN(' 
hnSl'd nlmoRt PllUn.J.v 011 ('v('nt·s that hnt! nlrl'n.ciy Illlppelwel or \\"('1"(' 

ill PI'()('('SS of hnpp('ning, not on 101lgPI" !"lIn!!!' stnlislicI11 prohahilitks. 
Tht' Il1nrkd wus l"l'HSOIlll.b)y IWrfl'el, e1Jronologicnlly, 'within ppJ"iot!s 
of about 11 yl'fll", buL il WHR ,'pry irnpt'rfl'el 0\'('1" IOllgPl" 1)(,1'io(\8 of tinm. 
It wns too sirMt -sigh (('t/. 

T/rp snnH' sort of shOl"!conring WIIR (Iven mOl'!, trlll/'kNI in the IIlnrkP! 
for hogs. Dog's Hlld pork :\,1'(\ pc'rislln.blc', lllld Wh(lll slIppJi('S HIP 
lnrgl' thl'Y Sl'Il. nt low pric('s (,V(,II though slrort sllppli('s nlld /rig!l 
pl"i('<'s mny 1)(, Immilwnt n. few months In,lt'r, It faet wlJleh wflS c1(,l1rly 
illustrH,t(ld in J94.0 il.ndl94 J. During the last 3 months of UNO, the 
price of hogs III Chicago ranged only II fe,,' e(lnts abo'"C' $6 ulltil tile 
middle of D('('('ml)(,I', n.1tJlOugh the fn("tors thn.t w('re to Cftl"l",Y hog 
prices nlmosl lwicC' that high w.ithilJ 6 mO/lths w('t'e prl'lty w('1t known 
Itt til{' tim('. '1'''(' rl'lonlldy a,Y('I'Il~l' priep of hogs I'Pl11ninNJ below $8 
until April, 1941 wlwlI til(' [)pptu'lnwlI[ of A~rie\llttll"(' HnnOlll){'('d 
tllfl.t it would support hog pri('C's ill $0. Yd by th(\ (Iud of JUliO, 1.941 
hog pl'i('l'S lwei rist'll 111>\1> {. ::; J J. 
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of fluctuations in the supply of COl'l1 nnd hogs, but it still lenves the 
problcm of Jluctuntions in tho demand 1'01' hogs unsolved, The best 
Wity to bring nbout the eorn'sponciing chnnges ill hog production is to 
chnuge the pl'i('c of hogs, nnd the problem t'educes to the problem of 
chnngiug the pl'ice of hogs, 01' itt leust gUlu'!lIli;eeing that the e1mnge 
will titke place, a yeal' in ndvan('e of the time when the chauge in 
pl'Odliction of hogs is ncec\.NI. Thn,t problem t'od ueos to chemical 
nnd physi611 problems of PI'o('pssiug n,nel storing, to the ('('onomic 
pt'oblellls of the ('osts of stot'ing if it is physienlly fensiblp, to the 
pt'oblem of l'ot'eenstittg eh:wg('s itt dPllllllld a Y(·/1I.' and mOt'p in nd
Vllt1('(', i\,ud to the' problelll of kpC'ping till' t'isk of fillllneinilosses by the 
OCJvpt'unwlIt ns low ns possible, If those' pl'oblpllIS CIlIl he' solv('(l, the 
pr:~s('nl progt'n III fot' stn bilizi ng ('Ol'll and hog su ppl it's will become 
on, v It pnt't of n, bl'Ondl't' pt'ogrnm that will k('(lp suppli(·s of pork n,nd 
ltl,l't mOt'(, dosdy II.djustl'<1 to dl'llIl1 tHI thn n thl' uncon tl'olled-madmt 
systNn \tILS been ablp to do in til(' PllSt. 

SUMMAHY A~D CONCLl!SJONS 

The job of eontl'OlIing supplil's alld pl'i('('s of ('Ot'll nnd hogs con
sisls ('sspntinJly in (1) tal.:i'llg out til<' CITHLic f1l1etllntiolls 1'1'0111 :Yl'Il,1' to 
yelll' in supplies of COt'1) lind hogs t1mt I'('sult ft'om lInpl'(,dietablc chnngl's 
ill thl' \\'eu.thpt', :lnd (2) pllttinflill lI\(, ('hungps in pl'Oduction of ('Ot'n 
ilnd hogs ft'om 'yl'Ut' to yen,!' t1l1tt n,t'C l'(~qllit't'd to mel'! changes in 
d('lllilnd, 

(1) '1'11(' lit'st of tiJ{)S(" jobs boils down to sta,bilizing supplies of eOl'n, 
It invokes foul' problems: 

(u) now [arYl' should the 8!u/,(/[!f' 8tocks (carry-ore,.) (!f corn be in orc/fr
to gtabifizf corn sUJiPl-ie,'d Pl'll.et ieally ('ompl(,t(' stnbilizntion fot' all 
l'1lll'l'gl'tH'il's 0\,(,1' the Inst75 ,Yl'IU'S, l'x('ept for til(' one period fl'Oll1 
19aa-3U, could hnvc bl'('n nttnitH'd with storng(' sto('ks not ex('cl'ding 
n billion l)Ush('ls at any till'lP, A pt'ogram for 1I1(' future could get 
along Y(·tT \n"ll with storng<' sto('ks of 700 01' 800 million bush('ls, if 
hybrid {,ol'n rNiu('('s th(' ('fT(1ets of drought and if control of produc
tion is pfl't'eliw, 

(b) Where should the' storage SiOc/.:8 be located? If the storage stocks 
1'01' Lht' ('ounlr,)' as n, wltok l'qunlled, for ('xatllplp, 2:3 ])(,I'('('llt of th(' 
lL\'Pt'ilgP production of com, t1wn the stocks ill ('Heh State should l'qun.l 
25 ()('l'{'pnt of the' av('t'ng(' produetion of eot'll in thn,t Stllt(" mulliplied 
in ('neh east' by It figut'(, l'l'prl'senLing th(' sl'n'L'ity of fluctuations iu 
corn prodlldion in til(' Sln,lt', In addition, the eorn should b(' stot'NI 
as J'n,t' north ns possiblp, in 01'(1('1' to kppp down dnmngl' by ins('ets, 
ApPl'nislll by this stnndnnl shows t1111L farlll sLocks ill Oetobt'r, 1941, 
l'tLngl'd from lwic(' :IS large u,s llCC('SS/u'y in lown. to one-(,ighth as large 
as IlP('('SSHtT in Kn,nsns, 

(C') c~'lwuid COl'lI [oalls cOl/tim/(' to be made at tltl' 8(Lml' .flat rail' all om',. 
t/u' comm(l'cial CO/'ll (InIL? They should not. Th(' eOl'tl-storngp pro
gmm would disturb (,Ol'n-f;tomge pmetiC'('s and I'e\ntivp liypstoek pro
dlldion in difl'Pt'('Jlt PH,l'!S or thl' ('orn B(·ltless if the' ('xisting Hat loan 
mt(~ \n,t'(' l'('plu('('d by n, sys«'111 or geogt'jl.phicnl difl'el'{'ntin.ls eol'l'p
spontiing to IW('t'ngp ('Ot'n-"pl'i('(' difl'Pt'('nliuls Oy('r the last 15 01' 20 
yeill's, An 1l.lt('l'nn.tive system could be bllst'd on llYCL'ngc pl'ices at 
Ll'l'minni rnnrkds H,nd fl'Cight mU's Lo thos(' llIH.l'k(,ts, 

(d) Should tlie ('01'11 slIp;ily-sta.bilizatio7L proflrmi/ be made to finance 
its(·ljr J] 8U, how? J] not, who dwuld pay ]01' it? It would be 
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possible to make thf' st,llhilization prograJU financc itsl'lf, from a 
btmker point of vil'w, by stopping short of compll'te stabilizntion and 
setting 	the lon:n rute each yt'llr 11 few cents below the price at which 
nn tLYel'ngl' crop would sell. 'ebe pricc would then rise enough from 
lar·(re-c.rop yelll's to short-crop YC'IlTS to COvel' the costs of stomge. 
But ns stabilizing sllpplks of eol'l1 increlts('s gross inCOllll'S to fl11'1l1('rs 
from t])(' snIp (or f('('(hng) of eol'll, nnd also Iwlllel'S 1;]1<.' costs of pro
du('ing, pl'oeessing, Ilnd distributing Iivl'sto('k, perhaps it would lJl' 
beth'l' to go nil th(' wl1Y to eOlnph,te stnbiLizu,tioll. If fu,l'Illers l'etnined 
tllp b('ndits from this stnbilizMion of supplil's, it would secm that 
the.,' should bNU' th" costs. If, however, pl'Oduetion ('xpnnded and 
til!' b<'nefi ts \\'('1'(' pussed 011 to ('onSUml'I'S in thc' forlll of mol'(~ goods 
nt lowel' pr.ie('s, it would SI'('111 thll,t; th(' eosts should 1)(' chtll'gNI to 
tlH'm. 

Lt ,,'mild 1)(' \\'(,11 in unv (,IIS(' to inelud(' n. "lif(,-su\'C'I''' du,usP in the 
formuln. for ddl'l'lJ1illillf.\:· t.J1(, lonn I'n,tl', so thnt tlH' I'ilt<, would lw 
rl'du('('d u,utolllllticn,II), '" UI(' stOI'Hg'l' stocks PX('c~('c]Pd hitif' n, billion 
busJlC'ls or sonl(' silllilnr figlll'l'. 

(2) Contl'ollillg tllc' dl'llIlllld for e01'1I und hogs: 

D(,l11nnd (,Ullllot 1)(' ('olltl'olll'd (l'x(,l'pt to II. YNY limit('(\ extPrlt, 


I)('rhn,ps I 01' 2 IWI'('('nt, b~t surplus-disposal pl'ogl'nms) without. stu
)ilizillg til(' whole' ('conomy. Until thn.t is n('('omplisJled, thl' only 
f(,IlSibll' WH.'· to dpnl with fllldulI,tions ill dc'mune! for hogs is to 1II('(;t 
tlH'1lI \\'itll l~ol'/'('sponding fiuet-ull,tions ill production of hogs, 'rhot 
\\'ill lWluin' n 111 () 1'(' fnl'sightl'd control of JI<)g production thun til(' 
01)('11 1I11u'kl't JIBS nfTol'clNI in til(' post, for (n) pork is pl'l'ishnbl(" oncl 
In.l'gl' SII pplil's SI'll n.t low priet's ('ven though short suppli('s Ilnd high 
pl'i('<'s mlly bl' inlll1ill('lIt: II. f(,w months In.tC'I', (h) pl'odu('l'l's l'C'sponci 
muC'h morl' to Pl'I'Sf'llt pri('('s thun to Pl'ospl'<,tiyC' pl'ic('s, nncl (c) the' 
d('cisiol1 to inel'ellsl' or 1'('(luee th(' 1I11mb('I' of hogs going to mn.l·ket, 
must 1)(' Illode' ilt houst it. y~'nr in ndvarH'<' of til(' t1.l11(' Whl'lI th(' mnrkpt 
slIppliC's of finisil('(1 hogs'ul'(' IIl'pdl'd. 

TlIp hog 111111'1;:('t- ('im 1)(' l11adl' ilion' fal'sightc'd by (iov('rnllwnt 
fOI'N'flsts of the r('qllil'l'nwllts for pork and 11I.l'd u, 'yNU' 01' mol'(' in the 
fut.url', implellH'ntrd by n, gU:JI'IWtpl'cI pl'iel' 1'01' hogs thnt will call 
forth thl' pl'oduetion 1Il'('<ipd. Risks of filliLllcinl losses I1l'e involyed, 
hut tiH',Y ('ould 1)(' lIIinirnizf'd if th(' Gov('rnllH'nt gUIl.I·lIl1t('C'd only 
90 pl'l'('ent of t;lw ('stimn,tl'd pl'iel', Illld dispos('d of lilly lInfOI'('sppn 
sUl'phls('s to low-ineolll(' groups of COnSUIIl('I'S, 

Thl' SYstl'lll d('s(,l'ilH'd, "'ith u.ll its diffkuitips lind dnng('l's, would 
k('pp eo;'n nnd hog slIpplil's 11101'(' eios('ly n<ijllstl'<1 to d(:IIIHIHI thnn 
till' IIneolltl'OlIpd 1l11l1'k('t S,YstNIl ('\,(,1' did. 
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AJ'PENDJX 

DISTIHllUTION OF UNITED STATES COHN CHOPS OF Y"HlOu[) SIZI,S 

1'h(' distrihution of UnilNI Statc's eOl'n el'ops of \'llriOllS sj~t's eun 
bl' shown b:v c1nssil'yillg t.h(' crOps u('('ol'dillg to si~t' nnd noting the 
ntlmbl'l' of cJ"ops ill ('Hch sizt' !,!:l'OIlP, BuL pl'oduC'lion of eorll from 1870 
to Il,bout 1910 showe'd nil upwnl'd tl'end, find IIfte'I' 1910 a hOl'i~()lltn,l 
01' downwnrd tl'l'lld, Whnt is lll'pdNI is to show ihwtllatiolls II bou l 
tile' fTend; Il,nd this would ill\'()ln~ Otting some ('omplientNI function 
or olh(,1' to thr dMa, which ill tUI'll would l'lIis!' qupsLiolls flS to tht' 
nnllll'l' 01' the·fulwtion---qul'sLiolls Lim! difTpl'Nlt invf'stign.tol's would 
bt' lik(,ly to IlnSW('l' difrt'l'('ntiv, Bul fht' (l'pnd oJ v'idds hus ('('mn.illl'd 
hOl'i~olit,ill till'oughout. A g()od Ln'lHI lin(' fiU<,d to pL'Oduclioll, UWl'P
fo('(', would look like' Clw f\(,I'png(' lint', Tilt' simplt'st lind most logienl 
thing to do. tht'l1, is to usC' Illp Hc('('ngl' lin!' itS the' [l'l'nd; t,his ('oml'S 
down lo using !lll' ",h·ld of eol'll Pl'l' IIC'I'P IlS the hasic data to l'cpreSt'1I t • 
f!u('(un!.iol\s in cOrll produelion ahou( til(' tr('nd, 

Th(' !l\'PI'ng<' Uni(l'd Stu,tps :vi('ld of {,01'1l P('I' 11('I't' over thC' 71-Yl'IU' 
IH'l'ind. l'I'OIlI 1R70 to 1040, is 2(i bushels, Thl' {'('(I f:.r111 dnss in t<'I'Vnl 
ill thc' IH'('()mpHnyin~ tubulntioll, lht'l'l'fol'C', is srt to cOVt'1' the rnn~t' 
from 25 lo 2(UJ bushl'ls, 'I'hl' 0[11('1' illt('IT:Iis ('xtend in 2-bllshell'f1llgps 
!lbon' find lido\\' thnt ('('II tTn I ('IllS:; illl('('\'u,l. ' 

Tlw lubllllllion shows Ilud til(' distl'ibution of tlw si~(· of UH'(,OI'lI 

(,l'OPS is sl\(·\\"('<1 (0 til(l Idl, 'I'll!' II \'('I':I,!!:P yil'ld ()\'I'I' !"Ill' 71-.\'<'1\ I' IWl'iod 
is 2fi bnslll'ls, Thl' Jl10clnl yil'lds ((hI' yil'lds thnt O,'('UI' most l'1'('qul'lItl.v) 
do not fnll ill (hI' 1l\'PI'ng'PI'IIIIl!.'p fl'olll 2;) to 2tUJ i>ushl'ls. but ill Ih<' lI('xl 
rUIll!.'l' nIHw(' thul. 1'1'011127 to' 2i'\,n husll!'!:;, 'I'h('('(1 \\'('1'(' 27 \'l':lI'S \I'hl'lI 

tlH'\'i(>ld wns 1)('10\\' fl\'PI'lll!.'l" bllt 44 \'pHI'S Whl'll ti1p yield' wns I1ho\,(' 
n\'l';:ng('. Th liS, t hl'l'(' \\'PI'~' n:: P('f'{'{'"'( nlOl'l' In l'gP ('I'oiw UIIIIl sl1lllll. 

Prl.'qul'llr!l (/i.~/r/lJIIlioll of "((T''I'/'1I1 ,~izcd ('//;'I/'(I Slfll/',~ 1'01'11 crops, 1870 /.')1,0 1 

('I:)$S in\('l'nil ('las>; intef\'ill 

~ ulIlll('r of ,'rnps of yi('I" :'\ 1II1lil(,[' of ('['ops of yipld 


p('r Ul'I'C pl'r 11(,['(' 
 • 
I'rrqllfllclI 11I1,'hcl.~ /"I't(/lIrl(('!I l:J1I,~h('ls

2 I Ii I(i. n I Ii z 25 20, \) 
I 17 IR n 22 27 28. fI 
a In 20,!l In 2n 3D, !l 
7 21 22. 9 l. 31 32, fI 
!l. 2:3 2,/. n 

1 SiZl of ('rop Tl1IJrl'!'f'nt(1(1 hX l ~JJit(i(.1 ~j[ltl'S JlrI'rHUI\ yit'l(l 1)(11' U(·f(~.' , A \'(lrngt"'. 

How ('ould this bi''! 'l'lll' 1l.1lSWel' is thn( til(' Inrgf' ('rops did not 
('x{'·N'd lhc' Il,\'('rngl' sir.(' liS 1l11(('h ns thl' Slllttll Cl'OP:; fl'1l brio\\' it. Till' 
44 high yi('lds n,nll'llg(,d 2,1 1.)l(siI(I]s abo\'(, the' i\.\'('I'lIgl' yipld for thl' 
('ntil'(' 71 )'NII'S. but. tiw 27 low .vit'ids fl\'l'l'ngl'd ;i,:1 hllslH'ls below th" 
71-y(,III' 1I\'('I'ng(', '1'11(' yidd ('XC'('(,c/l'd ao hut:hl'ls (4 hush('ls ni>oV(' 
n\'l'l'llgl') only tlll'l~e limes, bu l it ~dl below 22 bushels (4 bushels 
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bl'lo\\" Ily('rnge) eight times, '1'here were muny Inrge crops, but they 
were only mod('rntely Inrge; thprl' \\'el'c compnrlltively fcw smull 
crops, but whell th('y did COIll(' thl'Y were Ycry small. 

MATIII':MNI'ICAL MIUSUIIES OF FLUCTUATIONS IN PHODUCTION 

* Fluctuations in prod uetioll ('nll be compu t('d mnthernnticnlly nlld 
expn'ss('ll in llulIH'ri(,1l1 1'01'111 by tIl(' ll~t' of SOlllP !l \'prngp Jl1PllSUI'(' of 
the' fluet Ull IiOlls, Th is givl's nn 0 bj l'(~tiY(' ll1PI1SUl'P of () uclun.t ion, 
('X(,l'pt for lilt, sui>jl'cLin' ('It'IlIt'IlL ill\Tolved ill choosing the mlltlll'
mnlienlllH'nSUI'p to bp us('d, But e\'('n bdol'p the ('hoicc' of til(' ItYl'I'ug(' 
is made, till' nwnnillg of "fluet ulllion" must bl' dl'finl'd, Pl'Od u('tion 
in n, ('('rtnin Slale mighll'Plllnin ('ollstnnl; thl'rl' would be no flueLun
tion ill Lhat ('.I1S(', illlcl allY n.\ f'rilg(' sud] IlS lhe standllrd dpviation 
would bp )1('1'0, But whnt If pl'odud'ion rosp by n, ('onstnnl nmoulIL 
end.! ypnr'? Would tim!. be n, OuetuH,tion? 'L'1l(' slnndnrd d('vintion 
would bp high; hUI the f1twttllltioll, from the point of vipw of grH.in 
stol'ngp, would bp )lPI'O, ,li'OI' grnin slonwl' is intpIH)('(1 to smooth out 
HUcLtintiolls on~r u, few ),('HrS n~L n. time, 1I()t on'r 20- 01' 30-yell.!' l)e1'ious 

OIlP en II ('0 III l' elosPl' t () til<' sort of fluet un tion that (,OIl('(,I'IlS a 
stOl.'ngl' progl'Hlll b~' Ilwnsul'ing ('lllIlIgPS 1'1'0111 onp .Yt'fLl' to lho next, 
This (,lin 1)(' dOlll' by subt!'Il.('lillg l'llt'h .\'('I1I"S production from the 
Twxl Yl'Hr'S produelion, ('ollVl'l'ting tlw data into fl, spries that is 
t1s11l111y ('nlh,d "fin:;l difl'l'I'Plll'('S," OIl(' would (,OllW ('los('1' yet by 
usingli('sL dif\'PI'('IH'PS IwtwPl'1I SOI11(' sueh itt'TIls ns 2- 01' 3-YNU' fl,VC!'
ngl'S; for whilt' n StOl'llgt' OIH'I'ntioll would not ('0\'('1' 20 01' 30 ,YNL1'S, it 
would OftNI (,0\'('.1' 2 01' a yp!1I'S, or sOlllPtinH's n fc'w 11101't', Bowen'!', 
lhis would gpl into mOl'!, ('olllplientiolls nnd suiJjpl'tin' judgn10nts 
tllnll tIw l't'sults would justify, It is pl'ohnbly I)('st to liSP first difl'l'I'
(,II{'('S, n. sim pIP H lid stn nduI'C1 IllPHStll'(', 

If only first difl'PI'l'II('PS III'l' ('ollsidl'I'pd, whal nn'l'lIgp of t1ll's(' should 
1.)(, us('(I~-th(' standnrd d('\'inlioll, 0(' til(' silllpk arithmdie ILH'rHge, 01' 
l-lOlllp 01 ht'I' !l.\'l'I'ug<, '? '1'11(' stn IIdn I'd d('\'iu.lion gi n's it larger thiLl1 
proportionul wl'igh t 1() 11\(' In I'gpl' fI 1Il'l un tions, ThiLL may be (!Psir
lillI<, froIll Ihl' poillt of \'il'\\' of Ii. grnill-sto/':tgP progl'illll; ypL it is 
qu('stionulll(' \\'1I('(ltpl' (1\'1'11 fl'Oll1 that point 01' \'ipw OIl<' bushd should 
1)(1 gi\'('1l "lOJ'(' \n'igltl UIHIl HnotlH'r, P('r1mps it is \\"orth while to 
('olllpul(' bolh H\'Pl'ngl'S and (,OI1lIHI1'(\ th('lll. A{'('ol'dingly, both the 
stllllclnrd t!p\'inl iOIl and the' simpll' n.\"l'I'ug(' d('\'in tioll of the first 
difl'('I'('IH'l'R (in (,Il('h (,HRI', diyi(kd b,v the nH'lLII of llt(\ ol'igilltll sCl'it's) 
11I'(' shown ill tn bll, 10, TIll'.\' IU'(, shown sppnl'H tply 1'01' the' p('riod 
!!lO!-20, for til(' Ill'riod Hl2!--40, find for tht, l'nlin' pl'l'iod H)Ol-40, 
for Nl('1t of t 11(' ni n(' ('Ol'll Bpi L Stall'S, 

COlllplIrisolls of til(' lwo IlWnSUI'pR show lltn.t tIl(' stlllldnrd dl'yintions 
run fl'0111 about 2:') P('I'('!'llt to nboul :10 IWI'('('lIl highl'l' than til(' ;].\'('('
ngc' dpyiutiollS, Th(, difl'('I'(,Il(,(,S of ('oursI' 1I1'(' ti\(l gl'l'ntpst ",11(,1'(' a 
fl'w Inrgt' ehnngC's ill production OtC'tll', us \\.11(111 ihl'Sl' 11\'(\ squl11'(l d thl')' 
ndd mO/'(l than proportionnlly to lIw lotal of \\"hkh til(' squl1l'l' root is 
l'xlrn('[c'd. B,Y and Inrgl', hO\\"(,Vl'r, til(' relation bl'L\\'('('/1 the two 
ll1('nsul'ps is so lwnd\, uniforlll 1I1H1 it muk('s \"(,I'Y liUlp difl'l'I'l'IJel' whi('h 
011<> is lIS('(!. Till' s(nlldnl'd d(,"in.lion (diYid(:d by tlll' Illean of the 
original s('ri('s ill ('udl ('as(' to ('oll\'prLil to n, eot'flicil'nt of \'n,l'intion) is 
c110S('I1 for 1Il-l(' in lltl' body of this l'('pol'l /)C'('lIl1S(' it is lhe most uni
YC'l'snll.v HC'('('ptNI III('USIII'(' of f1ll<'[Ulllioll, 
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TABLE lO.-i'lfeasllres of ji'llctllal'ion in corn production, by States, 1901-40 1 • 

1001-20 

.!!l ~ il~.::I~ .,I·~·i ~ Mensures or lIuctulltion ~ ~=_e .s .~ a I ~~. ": ~. ~ jl, =_;:; 
o ~ 

..... 
- i:: 

~ 
C I ,IJJ 

~ 
,Q t .... 

~~ 0 ~~ !.C ~ ;:: 
--~,-- ------1--· .~-.-, --.- -- ~ .. -. -. ..-;~-- -.--'....- --- --

uXlOO [- 0 ; '!o ' ~ 10.0 2U 20.0 111.5 I.' _.1131.0 IH. i ~3. U 20.3 14.1 

M<lXJOo II-11-1.- 16.5 Ii. I 10. (J 14.1 12.·j 1Il.0; 2iI.6 44.·1 a·tS 14.4 11.0 
_______.____--!.__' .. __ _ ",.,. ___L_..~_-,-_-!.__-,-__..!-_ 

H121-jO 
. 

-~-.--~.--.----.--- , 
"XlIX) 
-xr 21).7 2<J.8 20.0 28.1 28.3 144.

I 
S -19. oJ '15... 31.3 24.5 20.6 

MtlXlOO 
21.8 24.:1 ~rl. !? 23.0 24.S 1:19.1 ·IO.S 35.7 :H.O 10.0 22.3----w

-----,.-.-- . ., . ! 
------~.-

.._--- •"XlOO 20.7-xI" 
lIIdXIOO 
~ 

t I.el--
IF =t';[lIl1dllr(! dol"inlilll1 or till! first dllfcrcnccs. 
1\1 =~let1n of the' originnl sl'ries. 
lIlll=Menn or the IIrsL t1ilftlrclll'es. 

The dnlllS rerer to tbe diiTerclI('c Iwtween protitwlioll ill tho yeor spedtle<l, lind produc[.lolI the yellr before. 
The dnte I!KH, (or "'I1I11\11e, refers to llltl dlItcrCtlCllU"lweetl production itl H~1O IIml tuO!. 

Corll is thr ('hirr feN] grnillin lhr l'lIiled Stntes, but it is not the 
only one. Enn if ('om slIpplit's we1'(' ('omplrtPiy stnbilized, totnl 
fr.rd gl"l1.in supplies \\'ould still fJucLun.t(' Lo S0111e extrl)t with f1uc
tuntions in th" production of otiH'1" frcd crOps. A corn-stabilizntion 
progrnm by itself may not be suJljeient; perhaps the total supply of 
nIl £('('d gl'nins Iwrds to be stabilized. 

On i1 tonnnge bnsis, eorn cOl1sti tu tes about 75 percent of the total 
feed Wllins. Oats mnke up about 20 percent, imel barley nnd grnlll • 
sorghums togethrl', thr rpmaining 5 pel'c{'nt. W1H~nt is not ordi
nnl'il}' ilH'lu(kd ng n. f0NI gl"nin, but 2 or 3 million tons of wheat are 
usunlly fed mmunIlY--llboul eq11al to the quantity of grain sorghum. 
'1'h(' {'ol"l"ein.tion ht'l W(,l'1I lilt' fluetulllion in the production of these 
f('ed ('/"ops is not !)(,I"ft'('t, lWei whilt, stnbi!h~ing supplies of corn would 
luk(, out most of tilt' flueLlInlion in tolal feed supplies, it would not 
tnk(, out nl! of it. . 

Study of the pI'oduction dfttn. for tiw differ'cut feed crops shows 
Umt prod uction of oills is m()J'(' stnbl(' thlln pI'oduction of corn. The 
other crops, 1Iow{'v(,I", f1u('tunte morc than docs corn. 

The siluntion may P(~dlllPS be summarized in these words: Stabiliz
ing supplics of eot'll wouH take out most of thcfLucLuation in total 
produ('\;ion of feed gl'ailh'. but before totoJ supplies of feed can be 
completely stllbilizel.l, it will be ncc('sSIll'Y to set up stabilization 
progl'luns lor tbe otber iced crops too. 
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