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OBSERVATIONS ON AGRICULTURAL POLICY

Joseph S. Davis
Director, Food Research Institute
Stanford University

Submerged as we commonly arc in specific tasks, we do well at times
to seck to view policy issues in the large. Porhaps discussions such as
this may stimulate some of us to make more offective contributions toward
wise ovolution of our national agricultural policy.

I appear on the program at the urgent roequest of the President of
the Asgociation, after two others whom he had previously invited had de-
clined. In drafting my papor I have tried to follow his suggestions. I
shall speak with the freedom of one who for years has had no official con-
nection, and who is not more or less involved in implementing national
policies through a state agricultural colloge. I cannot do full justice
to the subjoct, not only because of limitod time for preparation and de-
livery, but also because I do not pretend to have mastercd its intricacies.
But I hope to give a provocative discussion, temperately critical and con-
structive, presenting ample targets for your verbal shots.

I. Introductory Considerations

There is urgent need of finding ways to enlarge and improve our
research in agricultural policy,&j as well as the techniques of bringing
rescarch results to bear on the adoption of policies. Three main types of
Eolicy research projects, in order of increasing difficulty, may bdbe put

hus:

(1) Actual policies and programs call for intensive, skilful ex-
amination that goes beyond superficial narration of events and changing
ideas. It should proceed to segregate results attributable to the measures
from thoso due to more or less accidontal disturbing factors, and culminate
in unbiased appraisal of the whole. '

(2) Proposed policies and programs call for searching examination.
This should include penetrating study of their objectives, with special

L/ iThe need for research in agricultural policy presents a chal-
lenge to the present generation of agricultural economists." Opening
sentonce of Research in Agricultural Policy - Scope and Method, Social
Science Research Council Bulletin No. 21, Junc 1933.
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reference to real aims as contrasted with mere talking points. There should

bo what I call a "projective! analysis, including a realistic forecast of

how the measures would presumably work in practice and an appraisal of pro-

spective results with respect both to the objectives and to other conse-

quences, welcome or unwolcome.

In considering policies in vogue currently or in the past, the follow-
ing questions should be answered:

fas the situation designed to be met,correctly analyzed?
Were the underlying assumptions of the policy correct?
Did execution of the program provo feasible?

How far were the intended results achieved?

Tere the secondary results welcome or tolerable?

Was the net result worth the cost? ’

Similar questions deserve answer in reference to proposed policies.

I deplore the fact that the policies embodied in the Agricultural
Marketing Act - to say nothing of later acts - were not previously sub-
jected to adequate projective analysos of the sort of which I speak; and
also that the same can bo said, to the best of my knowledge and belief, of
the proposed policy of the “ever-normal granary.! On the other hand, I am
glad to see bits of evidence of fundamental research on policy, here and
there, far beyond anything that was being done a decade ago.

(3) On the basis of oxtensive studies of past experience, the
current situation, actual policies, and projective analyses of proposed
policies, constructive rescarch should be directed to drafting proposals
for policies and broad programs that seem to hold promise of best meeting
tho needs of the situation while avoiding disadvantageous consequences.

In this field it is not to be expected that any one individual will be able
at once tc arrive at sound and comprehensive conclusions; but substantial
progress can be made through the work of numerous individuals and its
gradual coordination.

Important among the constructive policies to be drafted are those
to be held in reserve for application in the event of sericus war or ma jor
depression. e have had far too much emergency drafting of emergency pol-
icies. It is not too early %o make considerable progress, through intensive
studies of experiences during the Forld War and the recent Great Depression,
toward the formulation of broad policies and provisionally dotalled plans
for dealing with corresponding emergencics if and whon they should come
upon us. Here is one of the most important opportunities of the Bureau of
Agricultural Economics and the Agricultural Adjustment Administration, and
a challenge to many outside official circles. I say this with full realiza-
tion of the fact that adoption and altergtion of policies rests primarily
with Congress and the President.

Certain other differentiations deserve passing attention.
At any one time, I think it fair to say, ve have a comprchensive

policy toward agriculture, even though 1t may not be clearly forrulated or
recognized in sny clean-cut fashion. One of the first tasks in approaching
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policy problems is to get an orderly grasp of the numerous elements of
actual policy, with their manifold incongruities and inconsistencies. The
constructive task is not to formulate a policy as if none were already in
existence. It is rather to propose modifications and new departures, and
to secure a better integration of policies.

Two main groups of policies should be distinguished. First are those
designed to bear.directly upon agriculture or those engaged in it. Of these
I shall shortly touch on numerous examples. Second are those designed pri-
marily for other purposes but with significant influence upon agricultural
developments. Signal illustrations of the latter are our immigration and
industrial tariff policies; public stimuli to construction of railroads and
.highways, and to giant flood-control and water-power developments; and the
currency, public works, and relief policies of the Franklin Roosevelt ad-
ministrations. Such indirect or auxiliary elements in our agricultural
policy deserve important consideration in any well-rounded treatment, though
I have time to say little of them today.

e should also distinguish between active and passive elements of
policy. Profoundly important in our agricultural policy, as comparisons
with agricultural evolution in Europe and in China would plainly show, have
been our constitutional guarantees of freedom of interstate trade throughout
this broad land, and effective liberty to move from place to place and from
one occupation to another. Almost unrestricted freedom to buy and sell farm
land, another long-established passive policy, has been perhaps even more
influential than cur active national policy under the Homestead Act. The
passive policy implied in exempting cooperative farmers' marketing associa-
tions from anti-trust legislation should be distinguished from the active
policy of promoting farm cooperatives under the Asricultural Marketing Act
and others.

In recent years agricultural pclicy has come to include more and
more active elements, of which the production-control policy embodied in
the Agricultural Adjustment Act is a striking example. 3But I submit that
we had a policy toward agricultural production before the AAA, when that
policy was predominantly one of laissez faire. The drift of recent years
has been toward rapid oxpansion of active policies, in this field as well
as others; but here, as clsewhere, we should remember that extrapolation
of short-time trends is hazardous, and that the reaction that often f ollows
action may spell either retrogression or wholesome progress.

Sharp distinctions should also be drawm between policies designed
to meet emergencies - general, regional, or local - and those designed to
deal with persistent problems. The drought-relief purchase of cattle, sheep,
and goats in 1934 is in a different policy category from indemnification for
cattle slaughtered after condemnation under tests Tor bovine tuberculosis
and Bang's disease, or frcm the conmodity purchases under the Fedsral Sur-
plus Cormodity Corporation, The corn end cotten loans of 1933-34 belong in
o different category from current ever-normal granary proposals, Farm credit
policies appropriate for conditions in the depth of severe depression are
not necessarily appropriate for ordinary times. Huge federal subsidies to
farmors, howover camouflaged, are one thing in years of extreme agricultural
distress and quite another in the general run of years. The grave emergency
which the Agricultural Adjustment Act was ostensibly designed to meet has
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' passed., Though the President may have implied as rmch in his statement of
October 25, 1935, he has not yet acted under the provisions of Sec. 13 of
the act, to proclaim that "the national economic emergency in relation to
agriculture has been ended"; but he is apparently free to define this in
such terms that this "emergency" may last indefinitelyl

With the qualifications implied in the foregoing observations, I
accept J. D. Black's distinction between tpolicy" and "program," taking
the former_to mean "a more or less carefully considered course of action
followed [for to be followegf consistently for a period of years, 42/ and
programs to mean the detailed, changing measures by which attempts are
made to give effect to policies. In considering policy or policies, in-
terest centers on objectives and broad lines of action designed to attain
thegse objectives, whersas programs are much more concerned with means to
the ends and subsidiary lines of action, Policies should be adopted and y
altered with deliberation, whoreas programs must and should be modified
with considerable facility.

, I shall try to concentrate on policy rather than programs, but I
have to emphasize that actual policies must often be inferred from programns
actunlly applied. No one who oxamines tho AAA programs under the Soil Con-
servation and Domestic Allotment Act can fail to realize that production
control remains part of our curront agricultural policy, despite the Hoosac
Mills decision invalidating the relevant featuros of the Agricultural Ad-
justment Act. On the other hand, in Sec. 32 of the August 1935 amendments
to that act, Congress seemod to have doliberately committed the country to
oxport-dumping operations on & huge scale; yot administrative action under
this section shows that our actual policy cannot yot be described in such
tormg. ’

Certain broad principles of agricultural policy can be set forth on
which there can bo substantial agreement. I venture to mention five, as
follows:

(1) The long-run welfare of the nation as a whole should be the.all
embracing objective, the basic criteriocn by which specific policies should
be appraised.

(2) The intorests of all those engaged in farming desorve equitable
consideration,

(3) Policies should recognize the existence of marked diversities
in natural conditions, types of farming, types of farmers, and grades of
farming ability.

(4) Ppolicies should be forrulated and modified with due regard not
nmerely to recent oxperience and curront conditions but also to persistent
geononiic and social factors and forces.

2/ WThe Problem of Determining an Economic Policy for American
Agriculture,” in E. A. Duddy (od.), Conference on Econonic Policy for Amer-
ican Aericulture (Chicago, 1932), pp. 1-5.
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(5) The various policies should be integrated into a rational whole.
: )Y

Two of these principles deserve passing comment here, and the fourth
I must shortly elaborats.

.~ Much of our agricultural policy per se, particularly in recent years,
has beer directly designed to provide "farm relief! or otherwise to promote
~ the welfare of farmers. Such elements are naturally those most pressed by
. farm leaders and farm organizations. Fundamentally, however, the soundness
of a policy (whether applied or merely proposed) is to be judged by its
bearing on the long-run wclfare of the nation as a whole, Injuries to cer-
tain groups as well as advantages to others must be weighed in studying the
balance for or against a policy under consideration. Farmer welfare is not
necessarily identical with national welfare, Conflicts of interest betwoen
. .farmers and the nation are fewer and smaller in reality than in appearance,
but those which arise should bo resolved in favor of the national interest.
.I shall not argue this basic proposition, for its truth would be acknowl-
edged even by almost all who in practice generally ignore it. Extreme
difficulty in applying this touchstone should lead, not to giving it little
or no consideration, but to perfecting methods of discriminating analysis
that are not yet adequately available.

Moreover, in so far as agricultural policy is designed to aid those
engaged in farming, the interests of all groups within the farming industry
degserve reasonable consideration. In tho past, even the recent past, the
interests of tho less potent groups have becn inadequately safeguarded
where they have not been largely ignored. Such are farm laborers, croppers
and sharc tonants, and small farmers of diversified agriculture as compared
with landlords and farm entrcprenours producing great staple or specialty
crops., Few would dispute that here is an obvious defect to be remedied.

II. Conditioning Factors and Forces

0f the conditioning factors and forces I must say something more,
at the risk of boring you with familiar facts. Now departures in agricul-
tural policy should be framod with duo reference to powerful economic and
social forces. The play of those forces can be modified by public action
of various kinds, sometimes advantageously, sometimes disadvantageously.
But they must always be reckoned with; it is exceedingly difficult to run
counter to them; and so far as possible they should be utilized construc-
tively., Here it will sufficc to specify a few of thesc forces or their
net results that constitute factors conditioning American agricultural
policy.

The rate of population growth in the United States has been and is
declining, and the age composition of the population is changing to include
a smaller proportion of children and a larger proportion of those in the
upper age groups. For these trends our restrictive immigration policy bears
a major responsibility, and this might be but is not likely soon to be
changed. But with oxisting limitations on jmmigration, social forces tend-
ing to restrict the birth-rate and to reduco the death~rate are highly in-
fluential. The same trends in most foreign countries constitute forces
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that have important bearings on our agricultural outlook and policy. 3Broad-
ly speaking, these now afford opportunity for technological developments to

offset economic tendencies to.diminishing returns in world agriculture. In

the century before the war, a different balance of these forces enormously
stimulated agriculture in overseas exporting countries and the expansion of
international trade in agricultural products.

Technological progress in agriculture, industry, transportatilon, and
commerce must be accounted an extremely important force. Its most spectac-
ular expression in our generation is the rise of the automotive industry,
with its concomitants and revolutionary consequences. 3But notable techno-
logical developments ramify through the whole economy, in Soviet Russia,

Nazi Germany, and Fascisi Italy as well as in progressive democratic nations.
Thoy exert important influence not only through oxpansion of agricultural
output per person engaged in farming, but also through the multiplication

of alternative products »nd processes, so that agriculturs is decreasingly

- fundamental in the world economy and any onc form product is much less

essential than formerly.

Partly in conscauence of the foregoing, the tendency of agriculture -
to decline in relative importance, in a world so progressing, is a powerful
force that is not commonly rated at its true value.  Though by no means all
people, even in the more advanced nations, are well supplied with what may
be termed neccessaries of life, this is due not to inadequate agricultural
resources or output but generally to other things, including cffective com-
petition of other goods with essential foodstuffs and fibers produced by
farmers. The prospective expansion of effoctive demand for farm products
as a composite group, or for the services of farmers in producing them, is
far less than for products and services of non-farmers. In scveore depres-
sions thec unemployed seck refuge on farms, hut not in response to demand
for their services there. In the longer view, most of the increase in

- gainfully occupied workers will normally be absorbed in occupations out-

side of agriculture., Public policies which interfere with such absorption
arec to this extent uneconomic.

Farming as an occupation and a way of life continues to have powerful
attractions, in spite of its modest financial returns. The technological
developments of tho past thirty years have diminished many of what were
formerly regarded as its outstanding handicaps. The Great Depression brought
home to many its almost-forgotten advantages in times of stress, and result-
ed in a net increase in the farm population in 1930-34 which wiped out the
net decline of the preceding tweolve ycars.é/ Moreover, it implies no re-
flection on ‘the quality of those whom we are prone to regard as typical
farmers, to say that millions of people of low ability and training, who
are ill-suited to or repelled by the tensions involved in urban life and
occupations, and find it hard to earn a living in cities, stay in or fall
back into what the census counts as the farm population,

3/ Rovisod estimates given in The Agricultural Situation, May 1957,
show & net increase of 1,640,000 in 1930-35 (most of it in 1930-32), as com-
pared with 2,610,000 shown by earlier estimates of the Bureau of Agricultural
Economics.
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This leads naturally to emphasis upon the mobility of our population,
with reference both to location and to occupation, as an impressive social
force. Farmers in the United States are a changing group, not a fixed
hereditary caste or class firmly planted.on the land. There is a striking
amount of movement into and out of agriculture, as well as within agricul-
ture itself, Part of this is due to mere restlessness, and much of it
doubtless reflects conditions calling for remedy, but a great deal repre-
sents wholesome flexibility facilitating progressive readjustment. In any
event, agricultural policies must reckon with this mobility as a persisting
characteristic of American society.

Parenthetically let me say that because of these forces I consider
contradictory rather than mutually harmonious the objectives of agricultural
policy that J. D. Black expressed in 1929 - the raising of agricultural in-
comes and scales of living above the levels of the pre~depression period,
and maintaining in agriculture a larger proportion of the population than
would otherwise be there.4/ On similar grounds, I consider that the price
and income objectives of our current agricultural policy have been set un-
. reasonably, even unattainably, high. Though it would take a good deal of
time to elaborate the view, I believe that beyond somevhat narrow limits
higher real incomes per farm family are conditioned upon reductions in our
commercial farming personnel, -as well as increase of size of commercial
farms to accommodate improved machine technique; and that subsidies to keep
more people in farming will not avail, in the long runm, to raise incomes
per farmer. ‘

Another force which has long been taken for granted, but has latterly
been underrated in government propaganda, is the force of adjustment within
agriculture arising from the judgments and actions of individual farmers
facing mltifarious conditions and prospects. You who are close to the
farmer well realize the power of this force, and are not, I am sure, in-
clined to regard it as anti-social, needing to be displaced by governmental
adjustment procedures. I will not sing its praises or expatiate on its un-
doubted shortcomings which warrant various forms of governmental interposi-
tion. I merely emphasize that it should be recognized at its true value,
as one which is merely supplemented by official adjusiment measures.

Finally, there is the powerful force of nationalism, rampant all over
the world, In some of its manifestations it makes foi war, or for prepara-
tion for defence or for war. In mumerous instances it lead: to self-
sufficiency policies with respect to various farm products, and to radical
restraints - direct and indirect - on international trade. In otha mani-
festations the same force results in successful log-rolling in the interests
of particular sections rogardless of the rational interest. This force must
be taken into account in considering agricultural policy, even though it be
‘not accepted as beyond the possibility of modification.

g/ Asricultural Reform in the United States (New York, 1929), Chap.
1I, especially pp. 60-61. .
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III1. Policy Chjectives

Consideration of agricultural policy requires a clarification of the
paramount objectives of policy and subsidiary purposes related thereto, and

a sifting out of the sound from the unsound, the attainable from the un-
attainable,

Put most broadly, I consider the paramount objectives' of American
agricultural policy should be to protect natural resources against wasteful
?xploitation and neglect, to facilitate their effective and economical util-
ization for the longer run, to raise the level of efficiency in the produc-
tion and marketing of farm products, to promote advances in the standard of
living of those engaged in farming, and to increase their security against
natural and economic digsasters. On further consideration I might add to
this 1ist, but most other objectives I view as subsidiary rather than para-
mount, and of thesc I can touch on but few.

) I regard as inappropriate (in some cases merely obsolete) major ob-
Jectives the promotion of rapid scttlement on the land; maximizing the
utilization of agricultural resources, the number of agricultural workers,
the output of farm products, or the volume of exports; national self-
sufficiency with respect to agricultural products, individually or in the
aggregato; so-called tparity prices" of farm products and "parity income!
for the farm population; and stabilization or control of agricultuwral
production or prices. In the following observations it seems pertinent to
comment more at length on certain objectives that I am disposed to condemn.

Farly in 1926 the British Ministry of Agriculture and Fisheries
stated, in a brief report gubmitted to Parliament:

There is a wide measure of agreement that a national agricul-
tural policy should aim at securing the two following objects:--

'
PR

(1) Tat the land should yicld its highest sconomic -
possibilities in the way of food for the nation, and

(2) That it should furnish a basis of 1life and a reason-
able livelihood to the greatest number of people.5/

The Ministry itself by no means endorsed these objectives as deserving
implementation; they are not the goals of current British policy; and com-
petent observers have criticised them as inapprOpriate.Q/ For the United
States these have not been urged as policy objectives, yet others looking
in the same direction have been.

I do not believe we need to make a positive objective the production
of an ample supply of foodstuffs and fibers, to say nothing of secking

5/ Agricultural Policy (Cmd. 2581, London, 1926), p. 2.

6/ See The Agricultural Dilemma: A Report of an Enquiry Organised
by Viscount Astor and ifr. B. Sccbohm Rowntroe (London, 1935).
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maximum utilization of our agricultural resources. There is no prospect of
danger on this score, unless we tamper too radically with the play of econ-
omic forces.){ Despite three or four successive years of adverse weather in
1933-36, the outlook is that, by and large, abundance of farm products will
continue to be more of a problem than scarcity.

Yot Secretary Wallace is reported to have put nsafeguarding of the
Nation's food supply" first of two ufundamental purposes" of the proposed
agricultural adjustment act of 1937; and to have listed first among its
principal features "to protect consumers against drought disasters such as
in tho years 1934 and 1936."%/ These I regard as political talking points,
not as justifiable policy objectives. If the nation's food supply needs
protection, except against wasteful exploitation and neglect that endanger
future productivity, it is not against Nature or farmers but against re-
strictive and repressive public measures. .,

In the same category I would put the maintenance of a so-called
"balance! between agricultural population and the rest, in any sense sus-
ceptible of concrote oxpression.8/ I do not oven rogard it a pertinont
question to ask: What rnumber or proportion of our people do we want to
have living on farms or engaged in farming? The normsl relationship is an
ever-changing one, and on the whole one of declining proportion of famm
population. As already suggested, I disagreo with tho position expressod
by J. D. Black in 1929, that we should strive "to maintain a somewhat
larger proportion of our population on the land than would otherwise be
the case."gj In fact, I believe that success in such an objective would
be dearly won, and that it could be maintained only at huge expense for
subsidies in one form or another, or by abhorrent forms of regimentation,
I regard as a condition of long-time advances in standards of living, in
city and country alike, that the flow of population from the farms be
allowed to contimue. Host of the virtues associated with rural life, as
contrasted with urban, are potentially attainable by large numbers without
involving agriculture as a major occupation,

Hero it is pertinent to recall Disrasli's speech in defonce of the
Corn Laws, in the dsbate in the House of Commons on Fobruary 20, 1846.
Touching on those “principles of high policy, on which their system ought
to be sustained,!" ho said:

7/ #p dispatch, May 27, 1937. This bill and accompanying discus-

.

sion wero not available for usc in prepering the prosont paper.

8/ Time docs not permit consideration of various other uses and
abuses of the elastic word "balance! in connection with policy objectives.
The word ig easy tc use but difficult to use well. Such slogans as ftlequal-
ity for agriculture" and "fair share of the national income" are phrases
to conjure with, rather than explicit objectives.

.9./ Op. cit., p. 60.
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....First, without reference to England, looking at all countries, I
say that it is the first duty of the Minister, and the first interest
of the State, to maintain a balance between the two great branches of
national industry; that is a principle which has been recognised by
all great Ministers for the last two hundred years; and the reasons
upon which it rests are so obvious, that it can hardly be necessary
to mention them. Why we should maintain that balance betwsen the two
great branches of national industry, involves political considerations -~
social considerations, affecting the happiness, prosperity, and moral-
ity of the people, as well as the stability of the State. But I go
further; I say that in England we are bound to do more - I repeat
what I have repeated before, that in this country there are gpecial
reasons way we should not only maintain the balance between the two
branches of our national industry, but why we should give a pre-
ponderance....to the agricultural branch; and the reason is, bocause
in England we have a territorial Constitution. We have throwm upon
the land the revenues of the Church, the administration of justice,
and the estate of the poor; and this has been done, not to gratify
the pride, or pamper the luxury of the proprietors of the land, but
bocause, in a territorial Constitution, you, and those whom you have
succeeded, have found the only security for self-government - the
only barrier against that centralising system which has taken root

in other countries....10

Students of English history in the past 90 years are aware that Dis-
raclits protest was in vain, that the balance he sought to maintain was not
maintained, and yet that the "ignominious catastrophe? he feared did not
eventuate. I venturc to add that 3ritain would have found it intolerable
and impossible to maintain the balance as Disracli appeared to conceive it,
and that the stability and the progress of the nation were both greatly pro-
moted by the decision to work with and not against the powerful economic
forces that were in operation.

7<~ So-called "parity prices" for farm products I considor a vicious ob-
jective of agricultural policy. It cntered into our legislation as a sub-
stitute for oven more unsatisfactory objectives - #tariff equality" with
industry and cost-of-production prices for farm products. Officials of ten
defend it when attacked, not as the objective itself, but as a 1imit beyond
vhich prices should not be raised by governmental measures. Yot farmers
have been taught that "par ity prices! as legally defined arc their just
due, and that Congressional rocognition of this f#right" marked a new epoch
in our agricultural policy. I believe it a very serious mistake to propa-
gandize an economic fallacy of this kind, and that the inculcation of this
fallacy tends to cumulatively unwise measures. If it wore possible to re-
define “parity prices" in terms of an average level to which actual pricos
tend to conform, changing with changes in relative costs and with shifts
in demand, the damage would be minimized; but political expediency almost
inevitably forces definition of the concopt in excessive terms, Attempts
to secure and maintain prices called "fair,® but in reality uneconomically

10/ 7From a morc extended passage quoted in Bland, Brown, and Tawney,
English Beconomic History: Select Documents (London, 1914), pp. 709-11.
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h%gh, tend in turn to create or intensify maladjustments in production, thus
giving rise to pressure for production control even of coercive types. In
certain fields, notably feed crops, dairy products, and fruits and vegetables,
the national interest calls for policies directed toward lowering costs
rather than raising prices; and except for the short run I believe the
farmers! interest lies in this direction also.~%§

So-called "parity income" for farmers scems to me also an ill-chosen -
if not vicious objective, open to some of the same objections as Uparity
prices" are. The statistical basis for the concept, as thus far worked up
by Mr. Bean, secms to me almost literally horridle. The statistical pro-
cedures are shot through with fallacies involved in aggregating and averag-
ing hoterogeneous quantities, comparing incommensurables and incompnrclles,
employing guestimates extensivoly and ignoring vhat cannot even be guesti-
mated. I look forward to progress by Dr. Stine and his collaborators in
their laborious rescarches bearing on this subject, btut I cannot delude
myself into thinking that the best results attainsble will provide us with
a servicecable policy yardstick, Here, as sO often, policies have beeon
adopted and vast projects launched without first having made an adequate
theoretical analysis on the basis of which their degree of promise would be
revealed.

Morcover, tho cconomic theory implied scems to me erroneous. We live
in a dynamic world in which change is normal. Relative incomes quietly
exert pressures affecting the flow of workers into various occupations. Ef-
forts to establish fixed relationships among group incomes per capita will
not readily succoed, but in so far as they do they create demands for whole-
sale regimentation to replace the cconomic forces that ordinarily make for
extensive readjustments.

Among the four stated "fundamental objectives" of tho 1937 agricul-
tural conservation program of the AAA is this: "Znablec agriculture to pro- -
vide for the famer's family a living standard comparable to that enjoyed
by the other three-fourths of the country's population.#ll/ At first glance
this scems admirable. Yet it rests on such dubious agsumptions as the foll-
owing: that one can mako offective comparisons of standards of living on
the average farm and in the average houschold outside of agriculture; thanct
in their contribution to the national product the farm population are
reasonably comparable with the non-farm population; that averages of sach
heterogeneous groups are appropriate in this comnection; and that agricul-
ture alone, unsupplemented by other sources of income, must support the
farm population.

With respect to ngtabilization" and “security for agriculture! as
policy objectives, I have time merely to say that I heartily endorse them
in the modest sense of mitigating and moderating instability and insecurity
in many forms, but regard them as objectionably overambitious in the senses
in which they are commonly employed.

11/ wagricultural Conservation: A Nationol Farm Policy," AAA, G-62,
Dec. 30, 1936
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IV. Various Phases of Policy

Certain well-established policies justify continuation with improve-
ments as experience may dictate. Among these are (1) support of an exten-
sive system of agricultural education, in high schools, colleges, and
universities, and through extension procedures of various kinds, with in-
creasing emphasis on economic and social aspects; (2) promotion of agricul-
tural research, in the United States Department of Agriculturs, state agri-
cultural colleges and experiment stations, and elsevwhers, also with larger
emphasis on economic and social aspects and with some special reference to
"social engineering!; and (3) maintaining a flow of current information on
acreage, production, demand, prices, and prospects for each., These policies
contribute toward several of what I call paramount objectives.

Gertain of the newer policies seem to me thoroughly Justified in
Principle, though I cannot discuss them in detail. Among these are the
erosion-control policy which, in spite of current exaggerations of the ser-
lousncss of the problem, was long overdue and deserves to be effectively
prosecuted; other genuine soil- and range-conservation policies, as dis-~
tinguished from those that masquerade under these heads while serving
mainly as an excuse for government payments to farmexrs or attempted regu-
lation of production; and many other phases of lanéd-use poiicy which are
designed to prevent: costly or wasteful use of lands and to facilitate
economic readjustments in land use. I see virtue in limited experiments
with bringing back sub-marginal lands into the public domain, end in rmral
resottlement, but consider that experience does not yot warrant us in re-
garding these as settled major policies, X

Production control, on the other hand, seems to me an unwise agri-
cultural policy. Applied under voluntary procedures it is comparatively
ineffective but disturbing to normal regional relationships and readjust-
ments, Applied coercively, even with the approval of the farmers directly
concerned, it tends to be carried much too far for their own good or that
of the nation, as well as to disturd the course of wholesome economic read-
justments. Obsession with exaggerated notions of "fair prices," over-
optimism regarding both the power and the wisdom of administrative agencies,
and public opinion favorable to huge outpourings of federal funds to farmers
hard hit by the depression, go far to account for the excessive emphasis on
production control in recent years. Even its place in measures to cope with
severe depression warrants careful study. All sorts of policies, regardless
of the immcdiate objectives, need to be considered from the gtandpoint of
their prospective influence on agricultural production: ar.d here too I would
not condemn limited experiments with production control if it were politi~
cally feasible to proceed on this basis. T%L

The so-called "ever-normal gransry plan® is officielly regarded as
an eggential complement of production coniwol. I regrot that it has not
been effectually formulated by those who propose it, and that it has not
been subjected to adequate study in officisl circles ox ontside, Most of
the arguments for it seem to me ill-founded, many of its ¢vpposed advantages
illusory, and its costs in various forms gravely underratec. I gtrongly
suspect that unbiased projective analyses of its probable working would re-
veal that in practice it would not deserve a place in our agricultural
policy.
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Crop insurance propor, as distinct from forms designed to serve 'ever-
normal granary" eands, seems to me a promising subject for study and eventual
experiment, though I cannot see that a proper basis for the experiment has
yet been 1laid and I am not confident of the outcome. There is much to be
sgid for putting substantial pressure on farmers in areas subject to excep-
FIOnal hazards, in wheat growing Tfor example, to get them to take out such
insurance: on the other hand, in various arcas wherc whcat is a minor crop,
farmer participation should not be urged.

) "Preserving the home market for the American farmer¥ has been a peré
sistent policy for many years. It has not been carried to the extremes of
necessitating substitution of domestic farm products for tea, coffee, and
bananas, which we cannot produce except at prohiditive cost, or of forcing
substitution of industrial products for silk, or of cnsuring that our farms
S?all produce all of the sugar, wol, flaxsced, vegetable oils, and rubber
that they might if we had cmbargoos or prohibitive tariffs on these products.
Such extremo measures, of course, would not cnlarge the home markect for farm
products to anything like thc extent to which imports were curtailed; for
consurgption would be reduced and industrial substitutes would displace con-
siderable portions of the imports. Neverthcless, the home-market policy
has becn pressed too far, in my judgment, to be consistent with the national
welfare., ' Morcover, it has induced fammers to accopt tho same policy with
Tespect to industrial products, which have in turn been made more exponsive
and have restricted export outlets for our farm products, through relucing
the ability of foreign countrics to purchase here and helping to induce
them to carry protoctionist policies to extremes.

1
"The present policy of this Government relating to agricultural
exportg," we are semi-officially assured,

has two principal aims. The first is to confine the production of
agricultural commodities on an export basis to that quantity vhich
can be sold remuneratively. The socond is to expand whorever possi~
ble the opportunities for remunerative oxportation of agricultural
products. While the export opportunities existing at the presont
time must be accepted as facts, those of the future arc not entirely
outside of the control of the Government of this country.lgf

With the policy underlying the reciprocal trade agreements program,
as I indicated last year, I am in hearty sympathy - perhaps more in sym-
Pathy than thc Congress and the Administration are. But I stick on the
crucial word "remunoratively."lg/ Seccretary Wallace, for the time boing

lg/ 4. J. Wadleigh, "Gonoral Considerations rclating to Agricultural
Exports, # in Agricultural Exports in relation to nond To.icy (Part II of the

Supplementary Report of the Land Planning Comrittee ©o the Hational Resources
Board, Washington, 1935), p. &.

15/ In the section quoted above, no explanation of this word is
vouchsafed, though its bearing is brought out in a later section dealing
With cotton exports. It does not appear to have reference to export durp-
ing, in which the Adninistration has small confidence.
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the leading authority, evidently interprets it to mean that export prodicts
must yield the farm producers a satisfactory price, perhaps approximating
so-called "parity prices," and that production from which an export surplus
is obtained must not entail soil depletion as currently defined. This is
crucial because prevention of such "soil depletion and raising prices to
"parity" levels tend to entail restraints on crop acreage, production,
and/or marketing, which reduce the competing power of American exports with
those of other countries. Our exports of cotton, and in lesser degree those
of several other products, have unquestionably boen reduced by government
measures adopted under the Agricultural Marketing and Adjustment Acts.
Domestic price-supporting policies for American farmers may continue to be
a powerful force in restricting American exports of farm products as our
production recovers and as world economic recovery proceeds. 4ll or most
of What can be achioved through reducing trade barriers may be much more
?han offset, as respects our exports, if the standard of remnerativeness
1s set too high.

In general, I believe that removal of uneconomic obstacles to export
of farm products is a desirable subsidiary goal of policy; but that more
specific positive policies, such as various forms of export restriction,
pPromotion, and subsidy, are mainly contrary to the national interest. In
rgcent years successions of adverse seasons, coupled with depressed condi-
tions and extreme protectionist measures abroad, have reduced our exports
of farm products below what will probably prove to be their long-ternm trend.
But it ig too much to expect these exports to rise to the level of the years
shortly after the war, and we may well lay no great stress on specific ex-
port policies.

Surplus-relief purchasing has been and is a "dumping" procedure,
primarily designed to support farm prices and enhance farm income. It is
less objectionable per se than (a) destruction, open or disguised; (b) ex-
port dumping, frank or camouflaged; or (c) government purchase with dis-
Position undetermined. Nevertheless, I regard it as unwise policy to have
the decisions dictated primarily by official appraisals of farm commodity
POsitiong, rather than by the nced for commodities to be used in relief.

To the exteat that relief of distress through government aid is
essential - for farm, other rural, and urban classes alile - that problem
should be attacked as such, with a view to providing the necessary products
at minimum cost. Cooperation of the AAA should be sought to insure that
advantage is taken of commodity abundance wherover it oxists, so that re-
lief funds will go farthest. But this should not involve nation-wide dis-
tribution of wheat or flour from the Pacific Northwest, purchase of high~
Quality rice for general distribution, and extensive interrcgional shipments
of eggs, apples, onions, etec. It should involve direct relief use for food
of low-grade prunes, canning peachcs, otc., whon such supplies are abundant,
in regions that can economically be reached.

Our policy on farm tenure has been largely laissez faire. It is
high time to undertake to distinguish genuinely pathological conditions
which adversely affect natural resources, farming efficiency, and farm
planes of living; and to correct these cénditions by a combination of
research, education, restrictions in appropriate forms, and facilitation
of wholesome types. The policy should not be determined by fetishes such
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as farm ownership, family-size farms, or land nationalization, Farm owner-
ship by operators is not good per e, though in many circumstances it works
best; it often saddles men with risks that they are in no position to carry.
Farm tenancy is not bad per se, though certain forms tend to be. 4 broad
" trend toward increase of tenancy is probably normal, and the major remedy
for abnormalities in temancy lies mainly in raising standards of lecsing
arrangements, rather than in pouring out public funds for land purchase Ior
sale on long-term credit. Corporaticn farming, and corporate ownership of
farms operated by tenants, should be allowed opportunity to find their
normal place in agriculture. What this is we may 4 imly perceive, but can-
- not yet be sure of.

Our long-established system of inheritance of farm property needs
overhauling, If this were done, it would indirectly improve the land-
tenure situation., Where a farmer leaves his farm to two or more childvon,
equal division of the net valuation among those who stay on the farm and
'§hose who do not is usually unfairly burdensome on those who stay to operate
it, frequently with disastrous consequences. Here more research is needed,
e§ucation following research can do much good, and state legislation may in
time be appropriate.

With respect to migratory farm labor, there is urgent need for legal
?stablishment of minimum standards for sanitary and educatiocnal coaditions,
in the 1light of modern developments in tourist camps, and for effective pro-
tection of the right of such laborers to organize and bargain coliectively.
There are other particular groups of farm labor, such as those in sugav-beet,
growing, for which some special regulation may be feasible and desicndie.

Of the situation in the South, I kmow too little to speak specifically.

With respect to most other farm labor, I belleve the need for active public
?olicies is not urgent. As in England in the past century, the best progress
in improvement of conditions of farm labor is likely to be forced by reduc-
tion in the number of farm laborers through absorption of many inte otner
Occupations and through mechanization of agriculture. ZFor mos% farm labor-
ers who wish to rise to the status of independent farmers, the opportunity
should ordinarily come through inheritance or intervening occupations off

the farm rather than by a "farm ladder.®

Encouragement of the development of cooperation among farmers de-
serves a place in agricultural policy, but by no mecans a high or central
one such as it had in the Agricultural Marketing Act and as it has in the
thinking of some cooperative leaders.l4/ Neither thecoretical anaiysis noT
actual experience justifies such promotional and subsidizing tactics as the
Federal Farm Board pursucd under what it considered a congessinnal mandate.
Cooperation so-called is far from being the panacea that it frnatical al-
herents consider it. In the United States it will probabtly never have the
high place that it holds in Danish agriculture. Milder measures cf ~id and
8uidance, such as were used before the Farm Board and have been applied

————

li/ Cf. opening sentence of 6. C. Teague, in "The Human Ejuation in Co-
operation® (Gooperative Journal, July-August 1934, X, 105): Wihe safest
long-time plan for the social and oconomic welfare of agriculture is the
development of cooperation among farmers...."
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~ since its abolition, are more conducive to wholesome growth of the coopera-
tive movement. EFven vet, discriminations in favor of cooperatives tend to
be carried too far.

: In closing, I wish to acknowledge the immaturity of my presentﬁtion.

C It is merely the best that I could do in time for this coyfercnco. 1IL at
various points I have spoken more sharply than the situgtlon oramy gngﬁledge
of it warrants, it is with deliberate intent to evoke clashes of opinion out
of which sound conclusions may emerge. I await your criticisms and supple~

ments in a receptive mood.
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DISCUSSION OF DR. J. S, DAVIS' PAPER ON
OBSTRVATIONS ON AGRICULTURAL POLICY

by

J. M. Tinley
College of Agriculture.
‘Uriiversity of Californie

It is difficult to reconcile the fact that the author of this paper is one
“the coauthors of Three Years of the Agriculturel Adjustment Administration.
*ely he is not an economic Dr. Jekyll and Mr. Hyde. The views he expresses in
> paper under preview seem to be in direct conflict with meny of the fundamental
1¢lusions of the book recently published by the Brookings Institution. I find
self in such general agreement with the views in his paper that I will confine
.diSCUSsion merely to an eleboration of certain aspects of the question to
Leh Dr, Devis has referred in the first part of his peper, but which he wes
t able to develop more fully. I realize, of course, thatl many of the views
Pressed in the paper and in this discussion will be regorded by meny farm
aders ag heretical. Disagreement with the various measures sponsored by farm
aders for betterment of the lot of farm people does not imply & lack of sym-
thy and appreciation of ferm problems, but merely a different interpretation

the economic and sociel issues involved and & different concept of the form

Trective measures should take.

Fundamental Economic Considersations

There will be general agreement with Dr., Davis' statement thot “The long-
1n.Welfare of the netion as & whole should be the all-embracing objective [}n
iricultural policy] , the basic criterion by which specific policies should be
Praised, " This, however, dces not imply that policies sponsored by a particular
“Oup for the immediate benefit of that group will be in the naticnal interest --

P €ven the long-run welfere of that group. Yet this assumpticn is apparently

3sic to much of the New Deel legislation with regerd to agriculture, labor, and
ndustry, Tn this connection Dr. Davis raises two questions: (1) Wes the situation
© be met (in policy making) correctly analyzed and (2) were the underlying sdssump-

10ns of the policy correct?

These are extremely important in en appraisal from the viewpoint of naticnal
elfare of past and future policies for agriculture. Some of the basic assumptions
nderlying production control in agriculture and marketing agreements are thet
= .those engaged in the agricultural industry (whatever that may be) were de- .
initely at an economic disadvantage as compared with those engaged in end de-
'endent ypon industry; (2) this disparity was due to the power of industry
.P?&lly those in control of individusl industries) to regulate both output and
‘rices; (3) this monopoly power of individual industries could not be curtailed
*eadily op effectively because of technological and legal reasons; and (4) the
>e§t and most effective remedy would be to extend to agriculture and labor the
?rlvilege, with government aid, to develop monopoly control over production

hours worked) and prices (wages).

It would seem that a sound agricultural policy should be part and parcel
of & sound national policy to promote general welfare. In turn a sound national
Policy should be predicated upon a reasonably accurate analysis of the working
of our economic system and its apparent weaknesses and inconsistencies.
& somewhat different way netional policy should be designed tec correct the weak-
nesses in our econony and to promote the smcoth and effective operation of the
Powerful economic and social forces to which Dr. Davis refers,

Put in




s 2R

The United States is supposed to be operating under & capitelistic economy.

5 adventages over other forms of national economy have been extolled by the
dnomists of the classical school. Under a capitalistic economy free and un-
ttered competition is the vitel regulating force which is supposed tc ensure,
thout direction, automatically and spontaneously (1) that each type of cconomic
tivity is supplied with an adequate supply of capital; (2) that a nice balance
raintained between savings and current expenditures on consumers' goods and
rvices; (3) that the benefits of technologicel efficiency are widely end rapidly
Spersed largely in the form of lower prices; (4) that real income is widely,
ough not evenly, distributed; and (5) that human rights will be adequate pro-
‘Ction as against private-property rights. For the effective operation of the
‘mpetitive force, it was advocated that governments follow a policy of laissez

re with regard to economic activity.

The United States early decided to modify this policy with regard to
~ ternational trede. It was not clearly realized that teriff protection not
11y modified competition between domestic and fereign producers, but tended
1 the long run also to considerably medify and curtail competition in our
mestic economy. OQur active policy of regulation or public utilities was
further departure from a policy of laissez faire and free competition, Our
assive or neutral pclicies for corporate ownership and banking, buttressed
V an unfortunate trend in court decisions, have also led to a severe modifica-
~ion of competition in many impertant branches of industry end tc the sanctifi-
ation of private property rights as against human rights. While these modifi-
ations have grown slowly, it is possible to state that since the turn of the
résent century our econcmy has been characterized by various forms and degrees
f wonopoly control in some important branches of cur economy (mainly industrial),
hereas moderately free competiticn has been maintained in other importaent

- 'ranches (for example, agriculture).

S The widespread curtailment of the competitive force has tended to con-
. ’entrate the benefits of technological improvements, to centralize contrel
- OVer economic activity in the hands of persens whose interests et times may be
- Mametrically opposed to national welfere, and to force savings into abnormal
- Shamnelg and forms., Fundamental economic forces have not been destroyed, but
.- they no longer work smoothly and rapidly to correct maladjustments. Periodic
- business recessions, such as we have just passed through, are merecly an evidence
thet economic forces still operate —- although irregularly and violently.

Our econcmy has undergone another impertant change. Since 1900 we have
8rown from industriel and financial adolescence to maturity, a process which
was 8reatly accelerated during the World War., 1In spite of the fact that we
Saved an excessive pert c¢f our annual nationel income we could not supnly all
Our needs feop new capital while we were an immature naticn., We had to borrow
from Burope capital to develop ocur factories, railroads, harbors, and other ]
résources, This helped to increase ocur output of gocds and services per capita
end thereby promoted our industrial and financial growth. While the United
States Was still an imrature nation the concentration of the benefits of
?echnOIOgical improvements did not have serious economic consequences. New
Industrieg readily absorbed the excessive savings, and thus provided a mere
or less continuous demand for labor.

We have, however, continued to follow the foreign and domestic trade
Policies of en immature nation, TRquelly serious is the fact that, as far as
?an be ascertained, we are saving as large a preoportion of our annual naticnal
income, ¢r even larger, than before the World Wer. In a meture nation concen-

tration of the benefits of technological improvements and excessive saving tend
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lead to pericdic overexpansion of production facilities cr of the cepital in-
ted in certain industries (stock speculation) and to a growing hietus between
' capacity to produce certain types of goods and cur ability to purchase the

'ds consumed.

Basic to the formulation of econemic pelicies must be & clear recalization

't our economic system has departed a long way from the simon-pure ccncept of
. ipetitive capitalism and that our growth to industrial and finencial meturity
. 3 8reatly intensified the problem-of readjustments, Many pecople are of the
inion that our recent depression was in reality a paralytic stroke -- and
- 3t unless certain fundamental changes are made in our system, more and severer
~relytic strokes can be expected in the future. The ultimete result rmay be the

Iplete breekdown of our system.

If this analysis is correct, it is difficult to see how the pressure-
oup type of economic policy, invelving expansion of monopoly privileges to
Cups which were previously competitive, can correct the situation, It is
- ke trying to buttress up the walls of a building the foundations of which

4 '® sinking, Wherc it will lead us, heaven only knows, for universal mcnopcly
: r,-.=.an econcmic absurdity in a capitalistic system, The futility of the whole
“t.. Mral involving more end more monopcly control, restriction of hours of'labor&
_JVanCement of wages, and raising of prices shculd be apparent. The pclicies ‘
)1lowed by the present administration offer no permenent solution and nc per-
. nent betterment of the position even of farmers and laborers. On the other
-.And if we can correct some of the underlying weaknesses of our econcmy, many
s F the difficulties and problems of agriculture and labor will be solved auto-
A'?tlcally. Some policy meking and assistance to agriculture and to other groups
111 still be necessary, but this will be fitted into and subordinated to broad

-w...;8t1lonal policies.

If we are to save what is best in our economic system, every effort will
ave to be made to revitalize the competitive force wherever that can be made
21+ -9 function, On the other hand, branches of economic activity which, because
R teChnological and other reasons, can function most efficiently as monopolies
2101 ’hould be brought under more direct public control and operated for the public
*5"fnd not private benefit, While therc will inevitably be much disagreeme nt on
-3.‘he form and details of eppropriate measures, these would probably involve,
«;0 MONE others: (1) fuller public control over the monetary system; (2) the use
: O the tax power to ensure a more uniform distribution of income; (3) incor-
Poration, under uniform federal laws, of all companies engaged in interstate
; fommerce; and (4) & graduel but definite downward revision of tariffs. Such
-+, & Policy would involve a considerable modification of private-property rights.
T?l? is inevitable whatever policy we pursue during the next few years. A policy
alming at 5 pevitelization of competition, moreover, will be in harmony with our
dem°cratic institutions and would permit a greater degree of individual freedom
than ye now enjoy or than was enjoyed in predepression days.

The Policy-Forming Agency

Dr. Davig' discussion of agricultural policy is predicated upon the as-
Sum?tion that some egency will have final authority for the formulation of
polfcies and implementing programs. He states that adoption and alteration of
Policies rest primerily with Congress and the President. 1In & democratic country
People delegate these powers to their duly elected representatives,

This, however, raises several very important gquestions which must be fully
Considered by economists, even if the answer to them is outside the strict province




- Pesent us in policy making?

- 18e of cconomic end social problems.

‘Conomics, Rconomists should be realists. In considering the problem of
d national policies, attention should also be given to the policy-making

18y or agencies.

Is Congress, as at present constituted, able to cope efficiently with the

"~ . ¥ intricate problems of group, regional, and national interest involved in

Do we elect the best trained and most capable type of man to

If not, what changes would be desirable? On

ters of national policy is our present ccngressionel preccedure, which vests
Power of initiation in Congress and the power of veto in the President, the

t efficient in view of the fact that congressmen are elected to represent

al interests whereas the President is elected by the nation as a whole?

1d not British parliamentary procedure, under which legislation is initiated
the executive and accepted, amended, or rejected by parliamsnt be imore satis-
"tory?  Should we not curtail the usurped power of pressure groups and lobbyists

Sponsor and press for group legislation?

1cy making?

There also appears to be much in favor of a national economric adviscry
Incil, selected on a nonportisan basis. The men on such & ccuncil should be
Sen or appointed on the basis of their intellectual attainments and know-

The functions of such an agency should
to analyze all proposed policies and programs from the standpoint of their
_Fect upcn general welfare and also to propose to the executive and to Cengress

€Cific measures.. This body should have no power of veto or vecting privilege
t should have the right to appear before Ccngress to present its analysis on
-Portant legislation. This proposal is not new. At the present time Brain
- USts ape somewhat in disrepute, partly, it is believed, because the best and
.ngt Suitable men were not selected and partly because these men were called
. On to perforr administrative and promotional functions, for which they were

"t Suited.,

S At the present time, laws effecting this and thet grcup interest are

ten drawn up and spcnsored by the groups themselves. For example, the Agri-
‘fltural Ad justment Act was sponsored by various powerful and vociferous farm
;ganiZations and supported by farmer-minded congressmen. The same thing is
.kue for labor legislation. These groups should have the right to arpeer before
:?EPGSS end present their views publicly but should not be in a positicn to
;1Ng pressure to bear upen Congress to pass legislation which may nct be de-
lgned to premote general welfare. Congress should cct as the final reconciling
Seney and consider all rroposed legislation in the light of its effect upen

atiohal welfare.

There is an old saying that "fools enter where angels fear te tread."

: ?m afreid I have expressed many heretical views and have exposed myself tc

Plticism, In extenuation I want to say that I am, like others, sincerely
Pd honestly seeking a wey out of the econcmic and pclitical morsss. The
m&le pProbler needs further searching investigetion. I do want to sav,
. Vever, that I am convinced that it is more cor less useless to talk obout
lZrmulation cf long-time policies and the carrying ocut of programs, unless we
’Ye_&n agency that is equipped to take the final respcnsibility for shaping,
fldlng, and deciding upon pelicies and programs and unless we understand
‘learly the fundamental weaknesses of our economic system and their contri-

nt s s
Wion to economic relapses.
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DISCUSSION OF DR. J. S. DAVIS' PAPER "AGRICULTURAL POLICY

F. B. Headley
Chief, Department of Farm Development
Nevada Agricultural Experiment Station, University of Nevada

Dr. Davis has outlined those phases of agricultural policy with
which he is in full accord, namely, (1) education by means of schools and
" extension activities, (2) research, and (3) the spread of economic infor-
mation in regard to production, prices, etc. These are all accepted
policies supported generally by economists.

Then the newer policies which have been more reccently adopted were
discussed and in regard to which there has developed throughout the country
e wide divergence of opinion. But in going over this part of the paper I
find myself either in full agrecment with Dr. Davis, or occasionaily in
sympathy with his point of view while at the same time realizing tnat our
knowledge is so limitcd that no one is ablc to forsec how certain policics
will work out. In the cconomic world, the success of policics depends to a
very largc extoent on the support of public opinion. The bost of policics
may fail if strongly opposcd while bad oncs may be accepted by the public
and rcmain in force for long periods of time.

I am entircly in agrcement with Dr. Davis' propogition that any
policies adoptcd should be in the intercst of the nation as a whole. Wo
have long becn afflicted with tariffs provided for the benefit of special
groups in agriculturc and industry but which heve been injurious to the
notion as a unit. Now the question must certainly bc faced as to whether
or not somc of the policics and programs drawvn for the benefit of agri-
culturc are, or arc not, going to bc generally beneficial. To permit agri-
culture and other industries to securc legislation which scems to be
favorable to them, without regard to cther interests in the nation, is to
get, cventually, an cconomic hodge-podge. It is the pelitical method
usually adopted. It is, I think, the duty of cconomic organizetions such
2s this, to act somewhat as stabilizors, encouraging changes in policies
when they arc for the public good, but discouraging those which arc
detrimental to the national welfare, cven thcugh they moy be designed to
assist some particular industry.

In this connection certain of our agricultural policies, as Dr.
Davis has pointed out, tend to cncourage the small or inefficient farmers,
whereas from the standpoint of a nationzl cconomy, such pressure as is
applied might be in the dircction of larger and more cfficient farm units.
Certainly thc retention of farmers on strictly marginal farms should not
be encouraged, yct I am certain that the agricultural program,as now
administered, does help to kecp unsuitable lands in production.

The ultimate plan to be adopted in the soil conscrvation work should
be one which will cducate and encourage farmers to manage their farms and
ranches in such a way as to securc a permancnt agriculture. This is the
objective of the Soil Conservetion Act.
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The conservation of soil resources is essential to the future
welfare of the country but the making of payments to individual farmers to
carry out a conservation program, may eventually become a source of politi-
cal corruption and may not be the best way to get the results desired.
Hewever, if the Government is to adopt, as a permenent policy, the princi-
pal that farmers are to be assisted by cash payments it must be established
on the basis that it is to the advantage of the people of the nation that
operaticns be conducted in such a way as to maintain a permanent agriculture
so that farms may be passed on in as good or better condition than they
are at present.

The adoption of good farm practices can be stimuleted throughout the
country by education and by offering monetary rcwards. It is probable that
education will proceed faster if it is sweetened with money payments than
if it is administered in undiluted form, although the sweetcning may bring
about, eventually, serious politicil and economic disturbances.

Benefit payments are made at present under the AAA for carrying out
specific operations of the farms but it might prove to be a better plan to
make them dependent upon the extent to which each farm as a unit approaches
the standards required for the region.

There can be little objcction to the adoption of s0il conservoation
as a permanent policy of the Government, but the methods used in bringing
it about arc certain to arouse criticism and debate. These methods should
be subject to modification whenever it is found that they can be improved.
The Agricultural Adjustment Program which has been tacked on as an integral
part of soil conservetion is certain to be a bone of contention so long as
it is in force, cven though it may be conceded that some control ¢ver pro-
duction is desirable.

Dr. Davis says he favers "other genuine soil and range conservation
policies, as distinguished from those that masquerade under thecse heads
while serving mainly as an excuse for Government payments to farmers or
attempted regulation of production". Prcbably this has reference to
Agricultural Adjustment as an adjunct of the Soil Conservation Act.

The method now in forcc of making payments to farmers,under the
Agricultural Adjustment Administration, hes proven to be objectionable in
several ways:

1. Those on strictly marginal lend may rcceive benefit payments
in sufficicent amount to permit them to eke out an existence
while waiting for one or mere bumper crop years.

2. The farmers are paid for conducting specific operations such
_Y os planting a ficld tc a legume crop, or plowing under a crop
of green manure, or eradicating a patch of noxious weeds. This
has little value either from the educational standpoint or from
w that of the conservation of the soil.

3. A considerable part of the cocoperators carry out their agree-
ments for the purpose of carning the extra money and give little
thought or encrgy to conservation and inprovement of the scil
as o desirable objective in itsclf.




4, The entire program is extremely complicated and expensive to

enforce. ;

Probably it is true that payments are usually mnde for operations
which will be useful to the agriculture of the region but they ure not
designed in such a way as to provide incentives to develop the best possible
system of operating each individual farm as a unit. Payments may be made
for the performance of operations not suited to the farms on which they are
carried out. In fact, those who already have well developed rotation
systems can hardly qualify for benefit payments without unbalancing the
crops they are growing with respect to the needs of the soil, the livestock
on the farm and the demands of the available markets.

If benefit payments are to be made at all it would scem that a
better plan would be to give them as a reward for properly conducted systems
of farming, with the farms treated as units, and with the amount of payments
made according to the extent to which the objectives are attained. Farmers
would then be paid, not for carrying out this or that operation, but for
maintaining or increasing the fertility of the land regardless of the method
they might use.

The psychological effect would be different. To be paid for con-
ducting o farm in such a way as to maintain it or improve it for the use of
future generations is a distinetly higher incentive than to be paid each
yeer for planting a legume, for plowing under a certain crop, or for sceding
some land to mixed grasses.

It would seem to be a better policy to pass judgment on the manage-
ment of each farm as a unit and let payments be made in proportion to the
degree of success in coming up to the standard. But even with the best of
motives back of them, cash payments may become politically dangerous. '
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COMMENT ON PART II OF "OBSERVATIONS ON AGRICULTURAL POLICY"
BY JOSEPH F. DAVIS

E. Lc Potter
Head, Division of Agricultural Economios
Oregon State Agricultural College

I am asked to comment on that section of Dr. Davis' paper dealing with
conditioning faotors and forces. There is little in this section of Dr,.
Davis! paper with which I would disagree, On the other hand, thore is much
to commend. I might, however, change emphasis and add certain itoms.

Dr, Davis oalls attention to our declining population, to the tendency
for demand for non-farm products to increase more rapidly than farm products,
to the tendency for unemployed in severe depressions to seek refuge on farms,
and to our growing nationalism. He also points out the fallacy that we need
more people on the farms. With all of this I find myself in entire accord,
However, in dealing with this whole problem of the factors and forces under-
lying agricultural policy I feel that we should, first of all, consider the
loss of markets which American agriculture has suffered, partly through
doclining exports and partly through the substitution of mechanical powor
for horses and mules, This situation calls for adjustments which have not
yet been made. These adjustments could be made either through new markets
or the reduction of production to fit oexisting markets. Turing tho past
three years drought conditions have, in most arcas, reduced tho production
but that adjustment is only tomporary. Dr, Davis mentions the force of
adjustment within agriculture arising from the judgment and actions of
individual farmers. Our farmers will, of course, eventually have to make
the adjustments necessary to meast these conditions. It is an important
Question, however, whether at the present time they arc financially strong
enough to make thoso adjustmonts without too groat a shock, not only to
thomsolves but to our wholo national oconomy. Could we have stood tho
Shock in 1932 or '33? Can we stand it now?

Another faoctor of significance is the labor problem. I refer to those
policies which tend to limit employment and fix wages in certain industries,
thus foroing large numbers of laborers to seek omployment elsewhere and
since agriculture is the one major unrestricted field they tond to go to
agriculture bocause thore is no placa olso to gos Along with wage and hour
policios wo should consider technological unemployments We often assume
that if now industries dovelop as rapidly as technological improvements
reduce the labor required in old industries, a balance of labor with
omployment may be obtained. Actually, however, increasing technological
improvoments are tending to permanently decrocase the opportunities for the
man whose chief asset is a more or less strong right arm. The opportunities
for unskilled labor in industry seem to be growing less and less, Will
agriculture be obliged to find a place for these people? Can agriculture
offer a living to poople whose mental, moral, and oconomic qualifications
would limit them to very small scale operations conducted almost entirely
by hand labor? I would certainly agree entirely with Dr. Davis' statement
that "real incomes per farm family are oconditioned upon reduction in our
commercial farm personnel, as well as inorease in the size of commerecial
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farms." .Wo may, however, have an increased agricultural population forced

Ubon us not because they are needed in agriculture but because there is no

Place alse to go. Certainly there is, at the present moment, a significant
pressure from that direction.

In summary, therefore, I feel that we cannot afford to omit from our
list or conditioning factors and forces our loss of export markets, our
1988 of markets for horse and mule feed, and the growing diffioulty of
finding employment for unskilled labor.

2.
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AGRICULTURAL POLICYL/

E. F, Dummeier
Agricultural Economist
State College of Washington

I think I am representative of nearly all who know Dr. Joseph
'S, Davis in the very high respect which I have for his ability to master
accurately and with unusual discrimination as to their relative impor-
tance vast emounts of factual information, to observe significant ten-
dencies, and to draw correct, constructive, and stimulating conclusions
from those observationse In the paper which he has presented on Agricul-
tural Polioy I think he has mainteined his high reputation for seeing
things with scientific accuracy and describing them in o constructively
stimulating menner, For the most part I can only say that he has expressed
my own thoughts better than I could have expressed them. The brevity with
Wwhich he was compelled to treat so large a subject makes it impossible,
however, to give to every phase of it as much emphasis as that phase may
deserve ond leaves, I believe, in the minds of many of his hearers a
curiosity as to what more he would have said had the time been morc emple.

My instructions have been to discuss his paper with particular
attention to the second of its four parts, entitled "Conditioning Factors '
ond Forces." This I shall attempt t6 do to the best of my abilitye. As
Doctor Davis himself states, however, that what he has to say about these
conditioning factors and forces is said at the risk of boring his hearers
with femilier facts, it is hardly to be expected that they will provoke
Vigorous dissent. The third and fourth sections of his paper, which are
entitled "Policy Objectives" and "Various Phases of Policy," appear to be
the sections in which in his own words he has spoken "sharply" with "a
deliberate intent to ovoke clashos of opinion." For that reason after
making a few comments on the second section, I shall odd a few on the
third and fourth sections.

In the second section arc enumerated seven conditioning factors
to which consideration should be given in the formulation of an agricul-
tural policy. These are:

. (1) The ratc of population growth and its age composition both
in this country and elsewhere as a resultant of not only birth ond death
rates but also of immigration policy; ’ ’

* (2) Technological changes in agriculture, industry, transpor-
tation, and commercoe;
. (3) The natural tendency of agriculture to decline in relative
Importance in a world of rapid technological progress;

(4) The non-pecuniary advantages, or amenities, or intangible

Values of farming as a way of life;

l/ This is a discussion based on the paper, "Observations on Agricultural
Policy," by Dr. Joseph S. Davis and was read at the Tenth Annual Meeting
of the Western Farm Economics Assoeistion, University of Nevada, Reno,
Nevada, June 24-26, 1937.




(5) Population mobility with reference to location and occu-
pation, especially into and out of agriculture ond within agriculture;

(6) The tendency of individual farmers to make od justments
designed to improve their conditions and to do this indcpendently of
government propogends or government interposition.

(7) The powerful force of nationalism, now rampant all over
the world.

I agroe fully that attention should be given to all of these

. seven factors or forces in the formulation of agricultural policies, and

I commend all thet Doctor Davis has said in his discussion of these points
to all who have any influence in the formulation of such policies. But a
question which arises in my mind is whother the scven cenumerated points

do cover adequately all the significcnt conditioning foctors to be con-
sidered in the formulation of an agricultural policy. In thot connection
I shall roise a few questions and expross a fow opinions.

The first question is: Is it proper to consider as a separate
conditioning factor the wide extent to which part-time farming is now
practiced? Perhaps this was assumed to be included in the discussion
of the smenities or non-peccuniary advanteges of agriculture as a way of
life, Certainly part-time farming presents a nunber of problems in the
measurement of agricultural incomes, the statistics of which have been
made the basis of agricultural policies. It also presents some com-
plexities in the execution of remedial measures.

Of more significance, however, as a conditioning factor of a
desirable or necessary agricultural policy in economic matters, in my
opinion, is a large group of policies and practices of the non-agricul-
?ural part of the population to which Doctor Davis has referred only
}ndirectly or incidentally ond, it seems to me, too briefly. I can
introduce my own views on this aspect’ of the subject no better than to
quote, with at least general opproval, the first half of the last para-
graph of John D, Black's supplementary statement to "Threo Yoars of the
Agricultural Adjustment Administration" by Nourse, Davis and Black. After
stating that this is the most significant of all aspects of the AAA under-
toking, Block says, "As a society we are becoming increasingly encompassed
by monopolies of one kind or anothers Economists are increasingly coming
to realize that purc competition exists in fow places outside of the
markets for agricultural staples. Monopoly powers of onc kind or another
increasingly hold prices rigid., Lebor is ever reaching out for a stronger
h?ld on woges--and likely to reach effectively, Our agricultural coopera-
tives are now beginning to push in the same dircctions Where shall we be
as o society, how shall we function when all thesc groups acquire the
powers they seck? The AAA procedure, especially in the production adjust-
ments, accords the support of government to thesc monopoly arrangementss
?ut on o basis of collaboration that insures the protection of the public
lgterest thot now oxists not at all -in the monopoly controls being oxer-
¢lsed morc and morc by labor and capitals" My conclusion is that a condi-
tioning factor of high importancc in the formulation of a future agricul-
tural policy which will result in dofensible degrec of social justice to

hose engaged in agriculture is the extent to which this drive toward




more widespread noncpoly is pernitted to sproad or is held in chocke, How
far are we going in the prescnt movement toward the closed shop in indus-
try, accompanied by how much of & reauced work week, increased hourly
wages, povernmental approval of the right of one group of workers to say
to ancther you shell not work, monopolistic elsvation of the whole non-
agricultural price structure, and the freeczing of it against decline
?hrOUgh competitive forces? The answer to this question is, in my opin-
ion, not to be overlooked as a conditioning factor of our agricultural
policy,

One cf the most widely read cgricultural journals reccently
stated editorially that the three most important questions now before
this country are: (1) the assault on the honesty of the courts; (2)
labor union rackets; and (3) gold and its rclation to farm and other
Prices, I om not sure that this editor is either right or wrong.

But I commend him for his ability tc sce the significance of the repocr-
Cussions of non-agricultural policies and programs on agricultural
welfarc, and furthermorc for including the labor union racket as a form
of monopoly which presents a threat sufficiently serious in character
perhaps alone to justify at some future time a compensating poliey or
Program for those agriculturally employed. I would also include our
monetary policy as a sccond non-agricultural policy which should not be
overlooked as a conditioning factor in the formulation of an agricul-
tural policy in tho narrower sense. From what he has clsewherc said
and written I believe that Doctor Davis would agrec Lo at least the
concluding part of my long preceding statemont,

Turning now to the section on "Policy Objectives," I agrec
with Doctor Davis that the only safeguarding of our food supply that is
needed is against "wasteful exploitaticn end neglect that endanger future
Productivity" and "against restrictive and repressive public measures."
Merely the passages quoted by Doctor Davis from Secretary Wallace do not
demonstrate tc me that the Secrotary had in mind more than what is
covered under the first of thesc two points by Doctor Davis.,

In his discussion of the maintaining of a balance between
agricultural population and the rest, Doctor Davis makes many discerning
.ond stimulating statements., Among these is that in the interest of higher
Standards of living in city and country alike the flow of population from
the farms should be allowed to continues I wish merely to add that if
this is to happen a'way must be found for absorbing this population flow
in urban employment, and that raises again the question, which I have
already touched on and which I think is of large importance, of how such
tbsorption is affected by the current closed-shop labor idcology. All
of this brings us back to the point that agricultural economic policy
cannot be regarded as something distinet from national economic policy.

Doctor Davis says, "So-called 'parity prices' for farm products
I consider a vicious objective of agricultural policy." I much prefer the
statements in regard to it found on pages 451 and 452 of "Throe Years of
the AAA" by Nourse, Davis ond Black. As some here present without doubt
have not read or may fail to recall that stetement I shall quote from it
a few sentences., The first of these, which is preceded by supporting

Y Form Journal, June 1937, p. 4.
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arguments, is as follows: "Pre-war parity was a practicable and not
unreasonable formula to use during the first push of emergency cffort

ot the level of depression to which agriculture had boen brought by the
winter of 1932-33," A seccnd quotation which I fully approve is as
follows: "The concept had several shortcomings as a formulation of the
goal of adjustment in any proecise or permanent scasc." Anmong thesc
shortcomings are mentioned the relatively faverable position of agricul-
ture from 1909 to 1914 and that "the formula is too rigid for application
fer long periods of time or to the whole gamut of rgricultural commodities
Variously affected by the processes of cormercial and technological evo-
lution, and ranging from briskly expanding consumer preference to virtual
disappearance from the market," I agrce that the formula is too crude and
too defective in other respects to serve as a satisfactory mcasuring stick
in future agricultural policy. I believe, however, that the class
strugglc, with the agricultural population as one of the classecs, hes
reached o stage in this country where cgricultural leaders are going to
make use of some reletive measuring stick, If they arc not to use this
one or invent a worsc one somebocdy will have to find a better onec, and
then ascertain whother he can get them to use it. -

There are some other statcments in Doctor Davis! paper as

Submitted to me which rather intrigue mes One is this: "Whero a former
leaves his farm to two or more children, equal division of the net val- 4
Uation emong those who remain on the farm and those who do not is usually !
unfairly burdensome on those who stay to opcrate it, frequently with i
disastrous circumstances.” I cannot help raising the question of whether !
1%t may not be overvaluation of the farm, or scmothing else, rather than ¢
€qual division of the valuation, which is the coause of the unfair burden,

if there is such a burden, on whoever attempts to operate it?

A final query is with regard to the stotement that, "For most
farm laborers who wish to rise to the status of independent farmers the
Opportunity should ordinarily come through inhoritance or intervening
occupations off the farm rather than by a farm ladder,” Since the value
of all farm property per aversge form in the United States cven in 1929
was only about 39,000, on which the man who had risen up the agricultural
ladder might have some dobt and still be an owner, I wender whether
Doctor Davis means to imply that few who start as farm laborers, unless
they shift to some occupntion off the farm should be oxpocted in a life
time to accumulate an estate of only a few thousand dellers, regardless
of industry and thrift. I doubt that this its his neaning, but it seums
to me that the statement may reasonably be so interpreted. Personally
I do not consider that it is either necessary or desirable that we have
an agricultural policy with this as the maximum goal ordinarily attain-
able by a young man who begins as a farm laborer without inheritance and
Wwithout intervening occupation off the farm, Either in agriculture or out
of it I think so modest & property accumulation should ordinarily be
8ttainable within the earning years of a man's life and that it is sound
Qolicy both for the individual and the nation for both to strive to make
1ts attainment possible,
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‘As to production control, I think I'em in fundonmental agreement
with Doctor Davis, but I om willing to give approval to some degree of
control of production as a necessary ineidental to some other highly
desirable objectives On the ever-normal gronary, and most other features

of policy discussed by Doctor Davis, I ogree with his analysise






