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/· 
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ADAPTING AGRICULTURAL RROGHAJ1f.i FOR ViAR NEEDS * 
by 

Sherman E'll pohns('ln 
Bureau of Agric1ttf1:"U'al Economics 

Address: Annual Meeting of' American Farm Economic Association, 
New Yc,rk Gity, December 27, 1941 • 

General Considerations 

The scene is changing so rapidly that it seems almost foolhardy tn 
analyze agricult1.u~a1 progra,:is in the light of war needs for agricultural 
pr0ducts, but Yl"e cannot es0upe the necerrnity of grappling with the problem. 
The job is a:nalogn1J_s to the war plans of the War Department. The Army must 
be prepared for ;:nr:p:::·ise moves by the enGmy and therefore must plD.n for any 
situation that niay develop, :S;y- comparison vvith other war planning:, t].10 job 
of adapting agricul t·ural programs for v1ar needs does not seem quite so 

t difficult. 

In fact, the reality of war has simplified the job. We can now con­
centrate on an 11all-out 11 effort in food and fiber production to meet our 
own m:i.li tary and civilian needs and those of our allies under all possible 
contingencies. Even in this situation, small suv:::lios of some :products 
such as oil crops, cheese, and evc,porated milk represent a real challenge to 
our productive genius, while supplies and productive capacity of others like 
cotton and wheat are more ample. In this emergency we have many immediate 
tasks. National agricultural programs should be planned in such a way that 

· they can be quiclcly shifted to meet any unforeseen changes in the situation. 
The 1942 production goals are now being revised in the light of recent de­
vel"?pments. We must plan to supp1y the kind and quantity of food and fi,,er 
that may be needed by .American expeditionary :forces, and for increased ship­
ments to our allies under the lend-lease programs. This means planning for 
11Stock piles" or reserve supplies of all storable com.modities. 

➔~ 'l'he author has received many helpful contributions to the development of 
this paper from his colleagues in the Bm·eau of Agricultur::ll Economics. 
Special mention should be made of suggestions by F, T. Hady., n. 1. Mighell, 
w. Fe Finner, K .. L. Bachman, H. L,.. Stewart, R. C. Tetro, Neil w. Johnson, 
c. W, Crickman, and R. P. Christensen who, along w:i.th many others, have been 
working during the past year on the problem of regional agricultural adjust­
ments for the war emergency. 'l'he author alone is responsible for interpre­
tation of the various suggestions. The specific proposals made in the pap er 
should be considerec;l. as personal. and preliminary proposals that are advm ced 
for discussion purposes rather than as reflecting a Bureau or Department view­
point on the problems under consideration. 
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Several major premises should precede any analysis of the type of pro-­
grams needed: 

·• 

(1) Winning the war is now the most important problem, 
and primary consideration in development of agri .... 
cultural proc:-ams must be given to .provisions that 
will ·contribute whatever is necessary to meet war 
needs., 

(2) A war program of the scope and magnitude that we must 
visualize today cannot be carried out without involv ... 
ing real sacrifices by all citizens of this country. 
Farmers must expect to bear sacrifices proportional 
to the rest of the pppuJ.ationri If in any area or · 
line of production they are·called upon to bear much 
greater sac:rif:i.Cf3S th-':l.n other groups of citizens, . 
arrangements .sl10:.1J .. d be made insofar as possible to 
compensate them for the additional burden. 

(3) 

(4) 

(5) 

"The war situation requires a rigorous examination of 
present agricultural programs in terms of their 
adequacy for the job to be done, and additional 
legislation may be necessary to accoffit"'Jlish tl1e job. 

As a given proposal is being tested to determine its 
effectiveness to carry out, the war job, it needs al so to 
be examined concerning possible favorable qr unfavorable 
effects on farmers or on other sectors of the economy 
(a.) during the emergency period, and (b) in the post-war 
period,. Preference should be given to lines of action 
which can be adopted quickly and smoothly, and yet leave 
the econorn.y _in the. best position for post-war readjustment. 
In many areas emergency programs can be developed which 
actually will promote adjustments in agriculture that are 
desirable both from a war and long-term point of view. 

It is assumed that the number of people who will be 
supported in agriculture in the .. post-war period should 
not be more than the number that will have an opportunity 
to obtain an adequate living from agricultural production. 
This requires that means be found to continue nonfann 
employment opportunities for the people the, t are now peing · 
attracted to war employment e.nd for the farm youth growing 

·to maturity that vvill not find an opportunity to make an 



• 

ad~quate _;Living on the. farm. y If this assumption is 
valid vie need to open -up one:..way traffic lanes of escape,, 
from congested rural areas during the war period, and to 
proyide nonfarm employment opportunities 1ater to t&ke the 
place of 'NB .. r workr; Work in war industries plus military 
demands on rural youth al~o means that 1a·0or shortages 
will develop in most com.merdal farriling areas during the 
emergency, and tl1at steps should oe taken to minimize the 
ill effects of labor scarcity. 

(6) This paper also assumes that some form of price legislation 
will be enacted, and that inflationary tendenci!'JS will be 
at.. least • partially controlled •. · Overextens;ion • of ·credit in 
agriculture for repr:yrnent in the post-wa:r period; ·and. 
speculation in land must also be prevented. The·kind,of 
measures that netJd to be :wken · for prevention and .. control 
of these· forces is the subject for a much broader discuss~ 
ion than the scope of this paper. 

(7) · The war emergency pcr:i.od is considered as including not 
only the duration of the present conflict,-but also.at 
least ~ 2,-,yefl,r period of world readjustment following the 
war. In the immediate post"'."l'var period stoc·k piles of food 
will be needed to. 11help vvrite the peace. Ila/ This aasumptictl 
re inf ore es the necessity o·f plans for emergency stock pile~ 
eJ all storable comraodities. .On this po:j.nt Secretary · 
Wickard recently made th~ fol,lawing statemf)nt: 

11 The program of buying, or obtaining through loans, 
_some of the vital· foods which can be stored, offers 
· still ahother ·means of reducing the farmer~$ risk 
of ·turning out pric.e-breaking surpluses. • • . . • •• 
The risks are far greater if we produce too little · 

. ths.:I}. if we produce too much. We I re going to take · · 
whateve1~ risk there is in producing abundantly. If 
we" do I'm positive that the American 'people will not . 
let us farmers down • 

."Of course, we ought to be rational about farm produc.­
tion and not waste scarce labor and scarce steel and 
scarce chemicals in producing tl::ri.ng·s: that we- a:l;ready 

'have :i.n abundance. But in the productton of the 
things that, ,•re 1ve got to have to serve the national 
interest, w-e just cantt afford to :risk having a little 
too little• ➔!- ➔!- ➔t-

-Jl. · Nonfarm employment mi,ght desirably involve rural living but nonfarm worka 
Y Despite the lack of planning for transition to peace in World War I our 
agricultural exports remained on a high l~v-el in 1919 and ... 1920. 
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"Our.goal for the post .... war years must be to join as 
free ;-nen, each of us in ·:all lines of production, to 
turn out enough of everything even at the risk of 
tu-t·:rLr:z out s, li t,t1e tor:, much,,,, · Sc long as there are 
hun[/'Y p,,, ::,pi_e D.nd people needirg t::ie necessities of 
life in ,,h:L.s country of ours, there is no such thing 
as too much in industry or agricul tu:re • H '§/ 

Achievement of Inc1;eased Production arid Its Repercussions 

Secretary Wickardfs statement gives the clue that is needed to prepare 
for an !r.~l..-out 11 effort in agi·icul tural pr,oductioi1. In the first place, the 
national cost of,food preparedness (in the form of stock piles of food t:b.at can 
be stored) is minutely srnall :in relation to the total cost of our war effort. 
And it may turn out to be. our most vital contribution., We need to conquer the 
fear that has been gen,,rated by the surpluses that have plagued us so consistent.-. 
ly for the past 20 years, ·and strike out .boldly to provide adequate food supplies 
- for current c·onsumpt.ion, ~for Yff1r needs that can now be foreseen, and for 
stock piles of stora.ble commodities to meet unforese,::m needs. We also need to 
plan carefully to determine where and in what comnodities still further increases 
can take place if necessary. Vve must a:Lao consider the local processing and 
marketing problems, that will arise as a n,sult of changes in production. 

· Of coutse, a realistic answer is needed to the question of what will 
happen to fa1·mers after the war and the i1nmediate transition period are over 
if they greatly increase production in response to present needs• One part of 
tha•t answer is that a 11food for he!;l,2;t,h11 program may be needed after the wa:.? to 
replace our present 11 food for freedo:n 11 prog::::-am., 'i"Je are not likely to make all 
of the needed progress on better diets during th3 emergency. The volume of food 
production will not be large enough to do that a1id at the same time provide the 
necessary military and lend-lease needs. Hj_gh prices also are likely to retard 
increases in consumption. jJ Bolstering the diets of low-income people therefore 
will take up part of the slack when the vvar is over., But the question will be 
answered more significantly by wh(Jther we have learned from our experience since 

• 

the last war the lesson of maint.airiing :c:mplo;y:nent and purchasing po',rer 0€ con- • 
sumers in this country during the transition f.'rorn·wa.:r to peace. 

Y Wickard, ClaudeR. The Farmers 1 Part in Making- the America of the :Future. 
· Address at the 75th Anniversary Meeting of the N:1ti:)nB,l Gral'.JDge, Worcester, Mass., 

Nov. l?:i, 1941, P• 9. 
1/ There is considerable evidence that the rapid rise in prices of butter and 
cheese during the la.st half of the past ;,rear has reduced the volume of consump­
tiori below the levels of the same pe:riod in the previous year despite a larger 
total consTu'1ler expendj_tu:re for these products. 
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. :rn of'de,: ·tto aet t.otite measve or the .«t,ent ·of the need for fa.rm products 
l?lder a "ft,ad,for health" program that would provide reasonably adequate diets 
for the_ entire population we can estimate the• food and fiber needs of our 
present population in terms of the "moderate cost adequate diet" suggested by 
the home econom..i.sts. §/ If we also a..ssume the same level of exports as in the 
period 1935-59 we come out with a tc-tal volume of needed farm production 16 
percent higher, than the 1935-59 period0 §/ This does not allow for increases 
in_ population, for increased industiial uses of farm products., or for 1possible 
increases in expr;,rts above .the 1935-39 levels. We should look forward to more 
world trade in-the post-war period, but·this may call for imports of sonie agri-
cultural products to offset larger exports -of some others. · . 

If th~ situation at the present time is at all-anal()tgous to World War·I 
we need to fec:l.r more the possibility of agricultural production not increasing · 
sufficiently to meet war needs than we do the piling up of unmanageable surpluses. 
Despite the stimulus of highly-inflated prices in the last. war - prices that 
rose faster and farther than fa.rm expenses - there was no startling increase · 
in the total volume of farm production,,,· From the period 191Q-.;14 to 1918-19 the 
total increase:was abouf, 8 percent.~ J_/ If our lend-lease exports were to double 
in volume, this alone would ca.ll for an J.ncreaBe of 6 percent above the high 
production levels of 1941"' Our mvn :rr.ili·'.:,.e.r; needs for food will be stepped. up 
materially. · We also nE¾;~ to consider hovr ou.r food supply would be affected· in 
1942 by a drought like that of 19:34 or .1936/j · 

We are not likely to repeat all the experiences of the last war.' We then 
found it necessary to plow up t_he prairie sod to raise more wheat.· We had 
''wheatless" and 11meatless 11 days;. . This time we not only have plenty of wheat; 
we·also have a••farm plant that from the standpoirit of-land requirements is fully 
.adequate to produce the_ products that are needed,_ H:::rwever, the quantities of · 
other productive resources may be sufficien.tly limited and high in price to act · 
as effective brakes on increc?.ses i:.1 production., Far::ners will feel a more acute 
pinch on labor:,than in the la.st waro Il/.iilitary and civilian· war employment will 

· draw ever-increasing nu.mbers, of young i:nen ;from farms., Machin>Jry which would 
substitute for labor will be scarce·" and be ca.use American farms are morf highly 
mechanized today than they were ln the last war, rnore equipment will be needed 
f'or replacero~nt of worn out machineso- Tirns, there ma.y be little opportunity 
to substitute machinery for labor j_n order to step up production,. As tm, war 
progresses, fertilizer., spray material., and other farm supplies will.also become 

.s<mrce• 

§./ Prepared by' Hazel K. Stiebeling, BurQ of Home I:;conornics, u .. s .. D.A. 
§/ Calculated on the same basis as the revised BAE. index of volume of 
agricultural production. 
J../ Co:niputed from the revised BAE index of vol lllile of agricultural production, 
There·was of cq:urse a large increase in wheat acreage, 
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·Of course., it would be relatively easy to get increased production along 
· some lines under our present price~supporting programs.- in wheat, and cotton., 
for instance. But so fE,r as we nc1ilr can foresee, we do :not need :t.~c1°eases in 
these crops. At least we need gr.z,s.ter :L1c:cea..se,s in livestoclr. prodlicts, _in 
oil crops., and in fruits and Ile.' :,;,a .• -:~eB, ,-. 1ncro2s::;s thut; ~ ,)e quite diffi­
cult to :,:et. In dairy producti,::i:r,:· .t'or !,:1·stan ce, tha 1eni"U:i ·,:;f ·the prociuc'-1:-iort 
cycle for cow nUJnbEors places an upper lirni t on increases id.th.in a t.,;ivEiin periodo 

'.['he fact cannot be overemphasized that to get increased productio:h i_n 
the farm products that arc" most needed., considerable shifting of enterprises 
will have to take, place on the far:rns of this country. Therefore our farm 
prog:rams need to effect those sM.f'ts w·ithout jeopardi~ing unnecessarily the 

· 1ong,tti.e farming possibilities of the areas concerned. They also heed to· 
take advantage of the unused capacity of ind:L vi dual fr,.rmS· and farmers• 

In the past year we have heard the statement many times that if farm 
prices are sufficiently high we need. not vmrry about the volume of farm pro~ 
duction, The writer is quite ,nilling to recognize that high prices can stimu­
late production of products that have a tihort production cycle; unless they 
are offset by costs rising even more ra;)id.ly or by other factors, such as a 
serious shortage of labor,, .P/ To get £-1.. pJ.a.nned increase in the total agri-
cu1tural output is an entirely dii'fere:nt ::,.1:: 1) e:::pecially Yvheri it involves 
much shifting of farm enterprisGs 9 E,?.pi d.i.;c,r r~_-'.D.ng &nd extremely high agri­
cultural prices can also set in motion some very undesirable forces that may 
result in tragedy for farmers as a group-, This paper is hot intended as a dis­
cussion •Of the general inflation2:7 a::;;pect.s of rapidly rising farm prices., but 
it is difficult to refrain from m1?:'1.tioning that there vrnuld be no easier way 
to alienate the support of other groups for reasonable agricultural programs 
than to· give justification for an ,)utcry about the 11high cost of living. 11 

Effects almost as detrimental wo11~-~d be exploitation of soil resources that re­
sult in irreparable damage to the .farm pl2.::1t, and overinvestment in land and 
capital equipment that would constitute fixed charges in the low 1':lrice period 
that would inevitably follow 6 .. 

To prevent such a catastrophe we need to tn:Lnk aoout ways in vvhich the 
adjustment machinery developed in the depressic.m emergency can help carry 
through the war emergency. Adapting these programs to our present problems does 
not consist merely of throwing the.production control machinery into reverse 
gear. We still need controls for-cotton, wheat, and tobacco., but we also need 
active stimulation of productio:1 of dairy products., oil crops, etc. · 'As a 
matter of fa;ct., some of the needE_:'!d increases will compete with each other., and 
the respective stimulants will need to ·be . carefully ·ad.rninistered to get pro­
portionately desirable effects. 

§/ But production will be stimuJ.ated by the h:i.gh prices of the previous crop, 
i.e. after the shortage has already occurred, and this may set in motion shifts 
that cause shori;,ages in other lines. 
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.Prog_rwn.,.Ada.ptations 

In adapting 6urtagricu1tu.rai ·pi-qg:rams f9r the war emergency perhaps 
we can apply one of the oldest insti1,utiona.l gevices that we have for regu­
lating farn1 production .,...:. the "classifieq .. price" plan under which milk going 
into different uses .receives different prices. This approach can be combined 
vd th our experience in making. indi vid1J,al . .farm allotments under. the. AAJ.l program. 
We can es~blish for each farm a 11base production allotment" ·both for such 
surplus crops as cotton and wheat and for the deficit products, such as milk, 
meat, oil crops, and vegetables •. 

Application to War Deficit Products 

/ 

A classified price plan for deficit products would involve paying a 
higher price tor the additional or "war production" than for normal production 
as reflected in the 11b~se pro<j.uc·bion allotment • .t• The "base" for each farm 
would be established as an.individual farm share of normal domestic consumption 
of the product considered. The-wa.y in which ii:. should be determined for each 
farm vdll be discussed later. Farmers would understand that this 11basen 
represented their share of the normal demand fo:r dairy products, for instm ce. 
But because of the war emergency we need much more than normal production:, ind 
the question becomes one of how to stimulate the desired. increase. 

Farmers ·may be well satisi'i'ed with present (or parity) prices for their 
normal production but these prices may not be sufficiently high to make it 
worth while to increase production above normal output. _'11he additional return 
to the farmer should therefore be sufficient to pay for all costs directly· 
attributable to the increase plus whatever :incentive is needed for his .risk 
and effort in producing the increased product. It is important that farmers 
realize the source of tne increased demand; a,lso the likelihood of-its- temporary 
nature. But realizing that, they may be more reluctant t:> expand production 
unles13 adequate incentives are provided. 2/ 

In dairy production it would appear to be most feasible• to make a 
special paymen:ti directly to farmers at the end of each month or each quarter 
in proportion ~o their increase above the 11base production allotment. 11 , ·. This 
would then constitute a bonus payment per unit of output above the normal pro­
·duction. J!1/ 

'i/ Incentives for increased production may need to include not only acl.equate· 
payment for current additional costs, but also an advance' guarantee of minimum 
.payments over a period that covers the length of the production cycle. . 
1Q/ F. T. 'Hady, :who first suggested to the author the price separation of !'war. 
production'' of agricultural products from·"norma.l production, 11 advanced the 
possibility of directly contracting_ with farmers for purchase of the increased 
output. See "Farming Adjustments in the Corn Belt and Lake States to Meet 
Defense Needs," which was prepared under the direction of F. T •. Hady, for 
another discussion of this proposal. -
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It should be noted in passing that this proposal, i.e. providing higher 
prices for the additional or "war producti.on," can be reversed if a surplus 
situation develops after the war. The ~,;overnment could offer a JJl.arket at a· 
much lowPr price for the output in excess of the normal production in order to 
tide over a transition period. Purchases of that t),pe would be disposed ~ 
outside of 11normal dist'ribution channels•" 

.Application to Surplus Products 

For the surplus crops, ·such as cotton and wheat, the 11base production 
allotment" again would be the individm1.l farm sha,re of domestic consumption. 
Applying the proposal to cotton, the farmer 1 s "base production allotment" 
would be·eligible for the 85 percent·of parity loans provided byrecent legis­
lation. 11/ 11}1a.se. production certi.fic.::.tesH should be required for the disposal 
of this part of the cotton crop. ' "Surplus" cotton, or the a.mount produced in 
addition to the 11base production 11 could be purchased by t:he government at a very 
low price - say 5 cents per pound, It would be diverted into Liyproduct Ti.ses, 
into noncommercial cr.annels., or pos:sib1y to export. If too much "surplus 
cot.ton" were produced even at such f,. lc:cw p1ice it 1,1L:)1t h~1vo to 0e lmtered even 
further; or the offer to buy :-:mrplus cotton cou1,.J t)e lim:L ted to a certain ratio 
of the base pronuction allotment. 

In the eotton ?.reas where tbere aTe other production alternatives 
another attack on the surplus pro~1lem would of course be additional payments 
for the production of soil-conser-;r1ng c:rops and other alternative enterprises 
of which ws need increases jn production. This point wi.11 be taken up later. 

· · In the ca.se of 1Nbaat the app1.:i..cat:i.on o:f' the "basen and nsurphts 11 pro--­
ducti.011 p:".'incip1e would be re1ative:,1y easy ;Jecause tl..-1r}re already e:xists a 'l'lfide 
mc1.rket .for the surplus wheat as 2 1:i.vestock feed. 'J2J A 11 base production · 
allotmentn vrnuld be esta'::llished for each farm in relation to domestic con- · 
sumption for food uses• Certific:;,tes ,wuJ.d be issued to each producer for the 
marketing of this 11 base producti.on., 11 which would be eligible for the BS-percent 
parity loans and for purchase by millers, uti. th the provision that marketing · 
certificates accompany each pu_rcha:=;e • 

,W i'Vhi.ch, of course., recognizes changes in basic price .... cost relationships. 
W R. L. Mighell and Einar Jensen in the spring of 1941 proposed a 11 i'eed 
rnaterials program" wbich involved disposing of surplus vrheat. for dairy feed 
at relatively· low prices to producers who increased dairy production. The 
income effect of such a program. on dairy farms ·vmuld be similar to paying a 
higher priGe for add.i t:i.onal dairy products. Mighell has recently restated 
this suggestion in te:r.ms of a classified price plan for wheat similar to the 
above proposal. 
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The surplus wheat could be fed on the farm or marketed as feed at a 
price ·comparable to other feed grains. With "surplus wheat" at feed prices 
other feed grains probably wo:uld be produced wherever they yielded more feed 
per acre than vithe.a.t., Aside from the amount that might be needed for e:i;port 

. the "surplus whea,t11 to· be 111:-irketed without certificates could be marked in 
some vray to prevent its reconversion for food useQ W~ 

Determining Base Production Allotments 

So far.we have not been concerned with how the "base production allot­
ment" for SUI".plus or deficit products should he determined for each farm,. They 
could of course. be. established mechanically - on the ~is of historical pro­
duction, or t;he percentage of cropland. The best method vmuld be to work out 
with the operator of each farm a long-time farm plan which would consider the 
need for soil conservation practices., and the kind,, crop and livestock or­
ganization that would best fit the farm under more normal circmnstances. From 
such a plan the t1base production allotments 11 · vrnuld be derived for each fa;rm. 

Only by adjusti.ng "base product:i,on allotments 11 to the land resources on 
individual farms can ad.eqU£1te recognition be given to the wide variation in 
need for soil conservation, and therefmve to the desirability of expansion 
or contrac.tion of soil-depleting crop!3e In tbat way smaller bases for soil-

. depleting crops would be established 111 farms with rolling land and thin soil 
than on farms with deep soil and level land., ·wn.ere there is less possibility 
of soil da.mi=J.ge. Additional payments for increasing production of deficit 
soil-depleting crops, such as soybeans, should also l,,e limited on the farms 
with poorer land. This means. that the lack of opporlUI11i,ty to share in 11base 11 

and "war production" privileges attached to soil-depleting crops would need to 
be offset by relatively larger 11base 11 and 11warll production 11 of rou&rha.ge-con-. 
suming livestock, and by additional payments for soil-conservj_n~; practices • .MJ 

ill It could be colored, mixed with I"Je, or cracked if a long storage period 
· is not required,. 
li/ Evidence that this problem becomes e::xtre1,1ely important as vie swing into 
nwar producti,on 11 is the fact that the same corn acreage as 1941 plus 1942 pro­
duction goals of soybeans for grain gives a total of these two soil-depleting 
crops that is 7 to 8 percent larger than their combined acreage in the 1928-,52 
period for the States of Illinois, Indiana, and Ohio. 



.... 10 .... 

In the early years of the ag:ricultural programs it proliably wo·u.ld have 
been impracticable to try. to estaolish bases on indhridual .farm· plans. However, 
with the experience gained in historical approaches to acreage allotments; the 
land productivity inventory made by the .AMI. in the North CAntral Region in 1958; 
and with the experience of the SCS, the :FSA, the BA?. and the ae;ricultural colleges 
in farm planning; and the nationwide intentions canvas recently completed; the 
star~e should ".Je fairly nell set for an :l.ndi vidual farm plan approach. If all 
the forces that can make a contribution to this problem are mobili~ - the 
farmers themselves, the farmer committeemen, and the ten...11nical agricultural 
workers -- the job can be fairly well done. If only a part of the SCS., FSA, 
state college and Smith Hughes workers who are familiar with the farm planning 
problem were assigned to this job., perbaps as many as five or six farm planning 
specialists might be available in each county 111io work with farmers and farmer 
conmritteemen. The job., of course., needs to be carried out with as much objectivit'.' 
as possible. Simi1ar situations need to be given the same type of treatment. "J,Ji/., 
From that standpoint the job is analogous to local assessment for taxation# W 

. . ~ . 

Payment Rates 

A difficult part of a program of this type vrnuld be to arrive at satis­
factory rates of payment for nsurplus" and 11-wf\r 11 production., and for soil con­
servation practices that will shift farm production in the direction that it 
should take for the war period and j_ts afterraat,h,. 'I'he rates of pay1nent for 
surplus products should ~:>e in line with the possiui1ity of disposing of them in 
byproduct uses, or in desirable noncomuercial channels. To establish higher 
prices tha.11 that would mean enc01.rra:o;emGnt of waste and inefficient production 
at a time ·;,-hen we cannot afford it. 

Sample budgets worked out on tvm-mule farms for some areas of the South 
indtcate that with 5 cents per pound for "surplus cotton" lint and vdth present 
prices of (~50 per ton for the cottonseed., pro,:ucti,m of 11 su.rplus cotton" might 
compete effectively with alternatives such as dairy prodv.cts at 50 to 35 cents 
a pound for butterfat. In areas where peanuts and soybeans can 'oe grown these 
would be more profitable than other alternatives to cotton. The source of the 
competitive advantage of 11 surplus cotton" at the :Jresent time is largely the ~. 
high price of cottonseed. At 19'.59-40 prices of about :.:,25 per ton., other alterna­
tives Nould compete more easily with 5-cent cotton lint. Howevr,r., if a purely 
byproduct market is available for cotton lint at 4 to 5 cents per pound perhaps r 
we can afford to take a part of our increased needs for oil from cottonseed. 1JJ 
Before we make that decision., however, we should consider the need for soil con­
servation in many areas of the South and 1Hhether., from the standpoint of that 
need, greater encouragement should not be given to hay, small grain., and pasture 
crops. 

1§/ The problem of bringing in new producers would be simplified because the 
11base production allotment" would be determined by the long-time farm plan. 
For the deficit products, nevv producers should of course be encouraged providing 
the enterprise fits into their farming system. · · . 
1§/ Incidentally, itmight help to furnish a basis for 1;1ore eqJ.itaole assessment. 
rJj Assuming cotton yields in the lvTiss:.Lssip1_)i Delta of 350 pounds lint and '744 
pounds of seed per acre, and soybean yields of' 15 bushels~ or 900 pounds per acre, 
the cottonseed would ;yield about 115 pounds of oil as compared with 135 pounds 
of soybean oil. 
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Payment for 11war production 11 in the deficit products should oe adjusted 
to the steepness of the curve of adcti tional costs that need to be iricurred to 
produce the increased output, with perhaps some additional remuneration to 
get the job done. It should be understood that this curve will have a higher 
level in a period of relatively higb,·p:-:--iicu1f\and satisfactory incomes such as 
the present, than the marginal variable expenses cu:rve th1;1.t determines the volume 
of output on most farms in depression periods. Under depression c~nditions 
many farm. ers may·.· increase production if the income for the adcli tiona~ ,P. roduct 
yields any net return above the directly attributable" cash outlay. 1§/. 

The marginal cost curve that farmers consider in deciding· on increased 
production in more satisfactory income periods may need to cover a charge for 
better maintenance of buildings and machinery, and perhaps ·the purchase of new 
equipment, such as a milking macl:.d.ne. The farm family may demand a. higher 
return in order to work harder for the increased output, unless this is stressed 
a.s a patriotic duty. Depletion of soil resources is likely to be watched if 
the farmer is sufficiently aware of the damage being done. 

A preliminary check on some farm budgets for Wisconsin dairy farms 
indicates that, ass1.m1ing October 1941 prices and costs for both quantities of 
output, there would be little income advantage to fa:rmers. in increasing pro­
duction above the 1941 levels in order to meet the 1942 production goals. W 
However, if the price of the addi ti.anal output were increased 25 percent farmers 
would find it worth while to meet the goals. · 

The 1942 production goals for Wisconsin suggest an increase in milk pro­
duction of 13 percent over 1941. If the price of the additional ,output were 
set even as high as 50 percent aoove the October hl4l price, ~t would mean only 
an increase of 5.6 percent in the co,11posite price for all the milk sold. Thus 
the inflationary effect would be slight as coiapared with an it1crease of, say, 
25 percent in the price of the entire output. Nevertheless, the costs directly 
attributable to the increased output would be adequa.tel;y met, including an 
additfonal return to the operator. 

The exact rate of payment th2.t shou1a. be made for the increased product 
1ivill of course depend· partly on the percenta[;e of increase desired in relation 
to the present intensity of production on the bulk of the farms in a position to 
increase output. If there is considerable urm(3ed capacity in the form of land; 

. labor, and equipment, the additional costs will be ver.J low per unit of increase. 
On the other hand, if, on a dairy farm for example, the family labor is fully 
employed, and if little more home-grown feed can be produced, and there is no 
barn room available for an extra cow., the additional costs obviously will be 
much higher. The operator may also encounter physical diminishing returns from 
heavier feeding, and the risk of increased production is somewhat greater. 

1§/ Johnson., Sherman E. 11FarmUJMsnagement Problenis in an Era of Change, 11 1940 
Yearbook of Agriculture, PP• 492-495. . · 
W If costs rise faster than prices in the corning year it may actually pay 
better to produce an even smaller volume of dairy products than in 1941. 
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Thus a much higher return will be needed for the increased output as we approach 
the limits ?f more intensive use of land, labor, and equipment resources. 'MJ/ 

. '' 
A pa.rt @f the 'remuneration for increases in livestock production, should 

come from tM tmcouragement of soil-conservation.practices, especially on the 
thin rollinij ).an~. Payments for growing more legumes and for pasture improve­
ment will increase efficiency of livestock production and .at the same time 
encourage the kind of farming that will maintain the productivity of the soil 
in those ~Teas. · 

Rates of payment for soil conservation_ and for soil ·improvemerrt in the 
poorer land.areas should be determined partly on the basis o:f; offsetting the 
higher irnmediate returns. from soil-depleting crops and practices. In other wor~s 1 ·:.J 

they should provide definite encouragement for shifting in the direction of hay · 
and pasture on the poorer lands,. The margin of profitable· shifting v~~l·l be . 
reached more q.iickly in the poorer areas·because the yields of soil~epleting 
crops are relatively lower. W · • · · . · · ·.·. · . ··. ·. . -

. ' ' 

Special mention should be made of the range areas of the West where, 
there is very little elasticity in the intensity of production, and therefore 
little opportun::i.ty to increase output. There are no alternative uses .for the 
land, and to avo"id periodic di13aster· livestock numbers need to be limited to . 
the normal carrying cae.pacity of the range and the winter forage supply. · A 
program for that region should.involve payments for holding livestoc:k numbe;rs 
on private lands in line ,vith the feed supply, and regulation to prevent over­
grazing.on the public lands• 

Programs for Low-Income Farmers 

In this discussion very little has been said directly about l9w.:..income 
farmers and about submarginal land areas. In the area,5;where farm incomes are 
lovt because of too high a ratio of population to land resources the most im­
portant program that cDn 'be developed is to,· train young people for both farm 
and nonfarm employment., and to assist them to find work elsewhere at a time when 
such· opporturii ties exist•· 'l'his will require consid.eraole improvement in both. 
our training and placement programs. ~ · 

?:S2/ · · If much new investment. for machinery,. buildings, or land improvement is re­
quired to increase production, emergency credit should be granted, with provis­
ion for amortiz~tion from income in the war period. Farmers supplying fresh milk 
for army c.."'.l.mps . .need creditof this type.'. , ·. . ... _ . · .. 
W We may reach a stage in our war efi'ort where we cannot afford to expend much 
of our present income even for soil maintenance. However., we should .a.void un­
warranted soil depletion~and make the·expenditure necessary to avoid'irreparable 
soil damage that will seriously reduce our production efficiency in the post-war 
perioq.. ·" . ' . . . . ._· ' . ' ,• r . 

W Training and placement for farm work in_cornme;rcial farming areas could help 
materially in relieving the labor shortage. However; commercial farmers will 
have~to compete with war industries for this labor, and theymust realize that 
farm-wages will go much higher as the labor shortage intensifies, 
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· . .A training and placement program-'uepomes especially important in areas 
where the land resources are ht3pelessly inadequate for the support of farm 
families. _ . In s1,1ch areas it should be supplemented with a public land purchase 
program tru:i.t., in humid c,\reas., would provide life tenure. for trie present operators. 

Ttte. need'.: .for indiv5.dual farm. planning· has already teen stressed as a part 
of the adjustment program. Competent assistance in planning their farms to 
obtain maximum advantage from·present income opportunities can easily become 
the most impo:rt~nt public contribution tha.t can ·oe ma.de 'to low~income · farmers 
as a group. _'£QI_ 

Payments· for conservation practices and soil improvement -ca;_n oe adjusted 
to fit the special needs of the smaller farms. Often assistance w:i.11 be needed 
to obtai :n adequate machinery and livestock to take fll:1-1 a0iVf3,Dtage of prese-nt 
production 01)portuni ties. Loans for such 'purposes should -Se amortized over 
the emergency period. Frequently more land will be needed :)efore an adequate 
income can oe obtained. In areas where sorrte farmers are rnovin1; out to take 
advantage of .defense employment it.sometimes will be possibl.,,.e to enlarge the 
opera ting unit. · ·where land resources are insufficient even a douJ)ling df farm 

-prices will not give adequate incarH:es~ W · 
Assistanc,e in providing home-grown foods, in carying for health and school 

needs., and ta training the young people for new ways of 1arnd.rig1 or for otlJ.er' 
occupations are likely to continue to provide ou.tstanding opportu.'1ities f'oi:­
assistance t;o the :majority of low-income fa:n:ners. 

Stur1.-rning Up . 

_ There is little in the foregoing discussion that is. really newo Some 
proposals involve different combinations of devices that. have been use<i during 
the last 8 years., or even over a longer period. Hovvexer., in the present- emergency 
one of the most important jobs is tli .. at of combining the use of these devices 
in a way that w:i.11 facilitate the ·adjustments in agricultural prociuction tlli:Lt 
are needed in vievi of the rapidly changing world . conditions -- needed i'or -the 
protection of farmers .::.nii for the nation's 1rnlfare• The pa1·ticular use su,, 0est.ed 
of the "classified price plan," Vfhen corniJip-ed. ,,i th ~Jb.yments i'or soil conserva.tLm 
practices and with other aevices., seems to offer an improved method of facili­
tating. production shifts :Ln nationally desira0le directions; whil_e at the same· 
time providing adequate incomes to farmers. -

~ Johnson, Sherman E. "For Farm Consultants," Land Policy Heview·, 
Au:rnst 19,U. 
W On tvvo-mule Lower Piedmont cotton f;;m:ns the x1et cash incone expectancy 
with avera1:,e yields hc'ls increased -from hb01-rt ":250 in 1940 to 0450 in 1941. 
This is still. not a princely incone, but thcr0 is of com'se the added question 
of the present operator's a'Jility to handle a larger farm in a way that would 
increase the income to the fa..mly. Competent m.anc1.gement assistance may )Je needed. 
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In the post-war period, as '\'fell as in the present 1var emerr;ency,. the 
agricultural industry must make its propo:rtfom.o,1 contribution to national 
welfare •. Agricultural policy and programs therefore must be developed to meet 
the, final conmm1pt:j_on needs of our population for farm products. As previously 
menti.oned, this TIJ8.Y require a 11 food for health" program to take the place of 
our present n.food for freedomH prof;ram. r3y providing adequately for the food 
anc fiber needs of nll the people, the fonn group vfill earn an opportu,."lity to 
enjoy real incomes proport:ionate to the 1~emune:ca.tion of othnr groups in t,he 
population; also the right to some protection against undue risk in per.::'o:rmj_ng 
th:ct function. · 

Determj_ning in advance of the pra_fluction :>e.,:ioo. r,ue £1,m.ount of a ;j.ven 
product that is likely to ,.,e needed (;Js in the 18:..'.?. pro(tuction goals-protr"•Li) 
and then setting a minimum price for -t11e "base prnuucti_on 11 • of' that product 
on :Lnd:Lvidual farms wi11 go fa.r tow&rd provi(iins adequate incoraes and insuring 
farmers a;,a:Lnst undue risk. Payments for qucJ1ti ties :Ln excess of 11base pro­
duction 11 ~hen iJeco,ne the r;uidei;;, or the incentives, for sl1i:fting from the 
products of which we have a surplu;:, to those 11llich should be increased in the 
nat'ional inter~'st. Payment~ i'o:r conservc1.tion pr-dctices ct:n1 reinforce the other 

· 1.·ncent~·v~s· f'r).;,.·c}1i·f+i·,1n' 1 t ia r,::,cnan·ln,:,d -•-1,-,+ ·t'-1e.-'J'Y'E""'Pl}+ C'.):".""'lOrl1.'+,7 loan.s,. --, ._ .. 1.l.. ~::; .... _ . .1. 1.,1,_ _ u ~- ~)• ...1. -e> ,,, ~-a •-t..n._,, \.J.f...~?_t, v .t_ .~ 1 ,.._ .,IJ.,, _u_ ,\ --'.L.- , .. -t ,Jt! __ 

surplus purcha:;,inc:; and disposal pror:rams wiJJ_ need to '.:3e used as part of the. 
machinery for ca.rrying out such a ;1ro0:ram. e/ · 

T 1 • . t . . ' t ' . ' . . t. +' ,'I • -'-1 t, ·h . -~n concJ_11Sion, 1 appear~ t.na t.11.0 comoinD. ion OJ.. -.teVJ.ces "ia - • as ,J8en 
su:,c-,:,·ested for the war f":mergency mr1.;y- also be usefu.l in the emergency of trans .... 
i tion from war to peace, and even· in the post•••war period. One thing seems _ 
certain, the scene will chanr;e quickly, drastically, and unpredicta.bJ.,y. There­
fore fs.rmers will need the assistance of g6-vernment prngrams to tide over the 
transition. If we can manage someho~ to widen (the channels of world trade, to 
maintain a fairly high level of nonfarm employment, ai1d to gear agricultural 
programs to the consumption needs of the population., we can probably malce the 
'transition without a return t.o the "general shr:Lnlmgen phi..losopliy of the ., 
thirties, If we succeed in tr..at vre ca.n finally get on an 11i:mpr;o,1ement level11 

that will require a. general expansion of -oroduction in our economy, including 
the output of a~:sricultural products. ?:§./ 

ill It is recognized that these devices may: not be need,,d for all products• 
2§J See "Analysis of Interregional Competi t.ion in Au;ri cu1 ture, 11 BAE mimeograph, 
April 1939, Part IV; PP• 66-74,. 


