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SOME FUNDAMENTALS OF AGRICULTURAL POLICY e

NS

O. B. Jesncss
Chief, Division of Agricultural Econonmics, University of Minnesota

(Wiecstern Farn Econonics Association, Bozeman, Mont. July 6, 1938, )

Expressions of views regarding the position of agricultural ccononists
in matters relating to agricultural policy arc not unifornly rcassuring or
conforting. Some look upon us as special pleaders for the farmer. Onec writor(l)
has stated that view as follows: "The Departnent (of Agriculture) supports a
great burcau of agricultural econonics, and in 2ll the states there arc sub-
sidized agricultural colleges also naintaining departments of agricultural
ccononics. No other class in the population is so amply provided at public ex-

\penso with the machinery and trained persommcl for carrying forward its special
pleading," (Underscoring is mine.) There arc others who belicve that agricul-
tural ccononmists are afraid to speak their ninds on all phascs of various pro-
grans because their institutions frown upon the practices

It is not ny function to atbenpt to speak for you as far as your
views on this matter are concerncd, Speaking for nysclf, however, I protest
vchenently agaiﬁst classification in the category of spccial pleader. That is
not the truc function of agricultural ccononistse. HNor does the observation
with respeet to institutional attitude apply to ny university and if it applics
to any institution represented herc I hope it is the exceptional case and not
the rule.

Acadenic freedom in cducation is not a scheme designed mcrely for
the confort and convonience of staff wwemberse. Its deeper purpose is to pro-
tect and encourage the finding of facts, the application of analysis and rea-
soning, and the dissenination of the results. How can we be truc to that
trust if we allow oursclves to becone svecial pleaders? 4An educator or re-

searcher who assunes the role of special pleader has missed his calling. His

(1) Ayres, Leonard P., "The Econonics of Recovery," pe 79.
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Jjob soon degenerates into efforts to Jjustify whatgver necans nay be cuployoed
to attain the desired cnd without ruch, if any, ca#gful examination of the
real desirability of the objective or of the soundnoss of +the neans.,

Understand, I have no axe to grind with respeet to special pleaders
as such., Tﬁey écrvc a uscful purpose in bringing to the attontion of the public
various viewpoints. Iy point is nercly that I do not regard such activity as
the proper function of agricultural cconomists in educational and rescarch in-
stitutions. It is ny opinion that we can sorve both the farmer and the general
public much more effectively by sticking to our last.

As implicd by these prefatory rerarks, it is ny belicf that we should
cxamine carofully into various agricultural prograns and policies rather than
nerely to accept them on faith. A progran rnay have the most laudable objectives
and still fall far short of the ideal in the rcans cmployed for their attainment.
A given progran nay serve a very uscful purpose as a forn of attack upon an
emergency or short-run situation but produce an entirecly differont sect of re-
sults if followed permanently. Human beings arc strange and wondrous crecations.
Apparently, thero are no oxact duplicates. Ve arc not all constructed alike and
our views differ. It is not to be expected, nor do I think it desirable, for
all of us to secc eye to eyc on all questions rclating to agricultural policy,
The problems are not of the simple arithnetic type, 2 plus 2 cqual 4, However,
as far as the fundamental principlos arc concerncd I an surc we are nwech closer
to unanimous agrecrient than suggested by quips one encounters in popular conver-
sations,

All of us arc kecenly concerned with agricultural policy as manifested
by current agricultural prograns. Let us, therefore, dircet our attention to
some of the questions relating thereto. The najor objective of current agri-

cultural programs is that of inproving the incomc of farmers. IMain reliance

for its attaimment rests in offorts to raisc prices of farm products rather
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than in a lowering of costs. The convenicnt target which has boen set up is
that of price parity or parity incomc.

Set up legislatively thc concept of parity price has the advantage of
being suscoptible of measurcnent. But that very clement of concretcness tends
to lead to its Elind acceptanco. There is room for wide differonces of opinion
with respect to the choice of a proper basc period. Morcover, while not at all
gencrally apprcciated, parity prices enforced over a period of tiﬁo would intro-
duce rigiditics into our price structurc which would make present "sticky"
prices appear as nerely a plaything in comparison. Autonobiles supply an cx-
cellent illustration of a wealmess of the parity pricc concept. What would cars
have to scll for today, expecially if quality improvencnts were considered, in
order to bring then back to 1910-14 relationships to other commoditics? Restor-
ation of such a relationship might be a fine way to got us "back on our foct"
litorally but I suspeet most of us prefor to rest our foot on the accelerator to
pounding it on the pavement., It undoubtedly would solve the problom of parking
on our campuses. Pormanent price parity assumes two things. One, that price
relationships in some past period were ideal; two, that the efficicncies of pro-
duction for differont products change at o uniform rate. Neither of thesc is
true. Worshippers at the shrine of parity pricc ought to understand its linito-
tions bettor.

Nor docs shifting thc objecctive to the loss tangible idoa of parity
income solve the problem. It is more realistic in that it acknowledges that
pricc is not the only factor in incomc. However, it is morc difficult to moa-
sure spocifically and is thercforc less acceptable as an objective in a legis-
lated program. Problems arisc as to how tho parity income shall be deternined,
Shall the large numbers of farm people who really arc not engaged actively in

corracreial farming be included? If 5o, shall the uncnployed and the peoplc on

various low-incone type of urban activity be included? Dollar income is onc
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thing, real income is another, What consideration shall be given food, fuel,
housing, security of employment and the like? Shall parity income be sought
for all peréons engaged in agriculture regardless of whether they are needed or
shall it be only for the number needed to supply available markets? Such ques-
tions are ﬁot éarping criticisms. They go to the very fundamentals of our agri-
cultural policy and their careful examination is essential to the development of
satisfactory programs of action.,

The invalidation of the original adjustment program by the Suprome
Court decision early in 1936 led to a quick shift to the soil conscrvation and
domestic allotment act. Temporarily, soil conscrvation has supplicd a conven-
ient mediun for bringing about some adjustment in acres of certain staple market
and feed cropse. However, for a longer-run program there is nced for somo carc-
ful analysis of the appropriate placo of soil conscrvation in the picture. It
is not necessary to point out to this audicnce that therc arc aspects of soil
conservation which arc of public concern. Wind and water crosion may affoct
not mcrely the interests of the present occupier of the land but also thosc of
persons and regions far removod from wherec tho crosion takes placc and of futurc
gencrafions. Questions of the anmount and kind of crosion taking place and of
the methods and expenditurcs justified in its control should supply the basis
for developing prograns to deal with it. Production adjustment and soil consecr-
vation arc not in fact as intimately rclated as apparently assumcd in current
programs. Tho extont to which a given crop depletes the soil is determined by
other factors than its relative abundance on the market. An adjustment program
seeks to apply itself on farms generally in order to attain its objective.
Attacks upon soil conservation, on the other hand, necd to be adapted to the
conditions cxisting on given farms and ficlds. The one is general, the other

should be sclecctive,

It will be desirable also to distinguish botween public responsibility
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and that of the individual farmer. The right to use the soil should not be re-
garded as licensc to nisusc it. Another point nceding clarification is tﬁat rc-
lating to the distinction between control of soil crosion and the maintenance of
fertility. The two are rclated but not synonymous. HMaintenance of soil fertility
in the main ought to be the responsibility of the farmeor himsclf. If public
funds are to be uscd in building up soil fertility the justification presumably
would be that yiclds will be increcascd and c¢fficiency of production thercby in-
proved. The gain then should show up in lowered prices to the consuncr. However,
the expresscd objecetive of the present program is to raisc prices rather than to
bring aboﬁt situations where lower pricces will be accoptablo.

If public funds arc going to be spont for soil conscrvation, the
public has a right to cxpcct and demand rosults in that field. The usc of soil
conservation as a cloak for disguising subsidy payments to increcasc the income of
farmers is open to serious quostion. If such subsidics arc to 50 a part of
public policy they ought to be made oponly so that they will be considered on
thoir own merits. Possible unfavorable offccts on recal soil crosion control
prograns of continuing the present depondence of adjustment on conservation
should be forescen beforo scrious damage occurs.

Inndequacy of the soil conscrvation program as a means of holding pro-
duction in check led to the consideration of morc specific ricans of control.
The unusual and extensive drouths which this country hos exporicnced in scveral
years recently focused attention on variations in output. This paved the way for
popularizing the so-called "cver-nornnl" granary. It has been broadly described
as protection to producofs against market-deprossing supplics and to consuncrs
against shortages. The idea has been oversold in that inadequate attention has
been given to its limitations. Drawing comparisons with the scriptural story of

Josoph and his storage operations appeals to the imagination. The benefit to

the producer must lic in its effeoctiveness in raising incomc. Prices should be
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raised by taking supplics off thc market in periods of cxcess production.
However, net benefits involve not only consideration of this type of effect
but also of the effect on prices when the out movement takes place togother
with the costs of carrying. The point perhaps will be made that when linked
up with an ddjuétmcnt progran, subsequent production can be adjusted so that
the supplics can be noved without a lowering of price. That point assunes
that such curtailment is costless.,

Adjustnent of surpluscs duc to unusually favorable production con-
ditions by carryover of the cxcess is onc thing. Attempting to use the "ever-
normal granary" for recurring surpluscs due to an overexpanded agriculturc is
quite another. The problen before us is of the latter type rather than the
forner. The plan is not adaptable to all products to the samc degrec. Sone
products arc perishable and cannot be stored indefinitely. In the casc of a
product such as cotton, wherce the United States is a nmajor factor in the world
supply, the plan may place too ruch of the burden of naking supply adjustments
upon this country with sharing of benefits by other countriocs. Astute handling
will be nceded if it is not going to reduce our share in the world narket,

If we a;é to remain on an oxport basis for wheat, our price of the classcs
and grades involved will continuc to be determined in world markets and such
adjustnents as we may make in the supplics we put on the nmarket may produce
effects which are not comnensurate with costs to us. Whoat also illustrates
another complicating factor. Here is a product made up of a variety of
classes and grades and the surplus situation varies for differont classcs,
They cannot all be satisfactorily lumped’under onc head and given stereotyped
treatnent,

Eveoning out supplies of feed grains should have sone influcnce in
reducing variations in livestock numbers although the rogularity of the hog

and beef cycles indicates that feed supply is not the only force at work, so



too much should not be oxpected from this, Regularizing supplies of fecd
grains involves a feature differing somewhat from that of market crops. If
costs arc not to become cxcessive, extensive shipment of supplics from one
point to another will have to be avoided. The amount to be stored will necd
to-bc adjusfcd 6onsequently in accordance with local supplies and variations
in production locally,

The late Professor G. F. Warren in the pithy style for which he
was noted, once characterized the "cvor-normal granary" as being "casy to
£ill but hard to empty." As this observation suggests, therc may be morc
support. for moving supplies into storage than for taking them out. The Farm
Board had some cxperience on this pointe Were crop failurc uniformly distri-
buted among farmers this pressurc might not be so great.e Regions which have
good crops in years of shortage naturally will profer reaping the full ad-
vantage of the higher prices, than to sce supplios augmented from the'ever-
normal granary.," Nor is assurance any too great that production curtailment
will be casy after the granary overflows. If a drastic acrecage cut is im-
posed, political pressure may result in ecasing of restrictions,

| The benefits to the consumer arc casily cxaggerated. Actual short-

age to the point of want is unlikely in a country as large as the United
States. A world crop failurc is still morc romote. If our concern for the
consumer is more than mere window dressing, do we not nced to realize that
by lifting trado restrdctions we can draw upon world supplics? Besides, the
protcction afforded is only partial because it cannot be applicd to produets
gencrally. In addition, the consumers will share in the costs of the scheme,

The rolec of commodity loans and parity payments included in the
presceat program should have careful attention. The present act not only cuth-
orizes loans but prescribes tho amounts to be loaned on certain crops under

specificd situations. Loans in oxcess of current morket prices, cven though
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made only whon prices are low, arc far from riskloss. In substance thoy

become a conditional sale to the govornment which the farmer may recall if

the market goos above the loan value. Such loans reoprosont added inducomont
for farmers to cooperate in the adjustment parts of the program in order to

be oligiblo'to fako advantage of them. Beyond that they will tond to become

a peg for prices. It may not be casy for the administration to avoid accumu-
lations of supplics as a result of theso loans. In the casc of crops which
normally arc exported, such pogging will interfore with salc abroad at tho
lower world prices. That aspoct of the problem dosorves morc consideration than
it has rcceived.

The present act provides for parity payments on the included commodi-
ties "if and when" funds are mado availablo for that purposce A subscquent
act has appropriated funds for partidl payments. How generally is it recog-
nized that such payments will in effcct amount to fixing of prices as far as
the recipients arc concerned? Perhans tho country wants to cmbark on a pro-
gram of guarantced prices to farmers. That is one thing. To do so without
recognition of the nmature of thc steps being takon is quitc another. The
country in the past has shicd from price fixing and I discovor no reason for
believing that sentiment has changed. Not all of the results of such o
venture will be happy and this is cortainly onc place whore there cught to
be careful looking before therc is much leaping.

Nith the world as touchy as it is today in motters of international
trade, the possibility that parity payments to produccers of products which
arc exported may be viewcd as crcating o situation of cxport dumping should
be kept in mind. If they should be so regarded, our cfforts at trade reccovery
may rceceive a secrious set back.

How generally is it rccognized that our cfforts at price raising

lead us further in the dircction of cceonomic nationalism? Efforts to



raise prices within this country without reclation to the lovel of pricoes
cxisting clscwherc, if successful, soon call for additional protection
against outside influences. The dilomma the country finds itsclf in is
that agriculture is in a state of expansion which calls for the continuance
and recapture of a foreign market of sizeable proportions if drastic cur-
tailment is not going to bo forced on us. Some object to both production
curtailment and efforts to restore foreign markets. They clearly are not
very rcalistic. But are the people who think we can maintain an arbitrary
level of prices here at home and still sell freely to tho world, any morc
realistic?

Quite a bit of the attention of cxisting legislation centers on
a relatively small group of staple crops. Will this be adequatc for a
control program over a period of time or will it be nccessary to extend
efforts to all lines if programs arc to continue? Mot all groups or re-
gions arc equally "sold" on the program at prescnt. They arc not all
affected in the samo manner, Dairy leaders call attention to the possibility
that payments to encourage farmers to grow grass and legumes may bturn out
to be a subsidy for farmers to enter or expand dairying. A popular answcr
intended to quiet thesc fears is that if other lines are given satisfactory
prices they will not shift their production. For cxample, it is pointed
out that cotton farmers have tended to shift to other lincs when cotton
prices have been low, not when they have been high. The argument is not con-
vincing. What cotton farmers may do when left free to produce cotton on as
mony acres as they will, does not indieate what they will do when therc are
limits put upon cotton acreage. Efforts to improve some aspects of the
agricultural situation may have unexpected repercussions elsewhere. No end
is served by making the problems of agricultural adjustment appear simple

and casy. They are complicated and the corrcct answers arc not all in tho

back of the book.
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Just where our agricultural adjustment program is taking us is
none too clear at the present time. Are we going to move in the direction
of more control over agriculturc? The trend towards subsidy would scem to
so indicate. If farmers arc to be subsidized liberally it naturally follows
that they must accept controls to protect the public against unlimited
drains on the treasury. One difficulty with subsidiocs is that once such a
program is entercd upon, vested rights are created and it is not ecasy to
withdraw them.

Discussions of cconomic planning have occupied a prominent place
in recent years. Planning which represcnts the will of a dictatorship is
one thing. In a democracy, plamning must stay rather closc to the will and

the understanding of the public. Are the leaders thcmselvcs.any too clear
about where we ought to go with our agriculturo? Is it not important for
this country to give some time and attention to fundoamental problems and
not be wrapped up solely in working out d etails of currcnt programs? Is
our agriculture likely to be overexpanded for future markcts? If not, can-
not the pricing forces operating through the markets be relied upon to yield
the farmers their sharc of the national income? If it is overcexpanded,
shall we build up the incomes of all persons now dependent upon agriculturc
regardless of whether they are all nceded in this line or shall we endeavor
to keep the way open for shifts into lincs where thore may be morc need for
their services over the longer run? Can we cmploy a subsidy in such a way
that it will cncourage rather than hinder occupational shifts? A subsidy
which retains agriculture in a state of overexpansion will not add permancently
to the average per capita income of those depondent upon this industry and
will represent an added burdeon to society of which the farmers are a part.

If increased incomes are provided for farmers over the longer

run, how much of it will be uscd for the "more abundant life" and to what
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extent will it lead to increased land values which will bencfit only the 20
man who holds titlc while the risc takes place? In this connection mention
night be made cf the lowercd interest rates on farm nortgage loans of the
Farn Credit Administration. Hore is a public subsidy granted not to all
farmers but to a certain group of farn borrowers without any distinction
as to whether or not they are in needs It scrves to lessen the short-run
debt load of the farmers it reaches and probably enables somc to carry on
who otherwise would have to go under. To that extent, it nay be said to
have a laudable objective. But, if continued, the probable result is that
it will have to be extended to farm borrowers generally and that the lower
rate will be capitalized jinto higher land values rather than result in a
smaller debt load permanently. Thus far, the policy has represented a
responso to the interests of the individuals concerned rather than being
developed on the basis of long-run public intercst., Which will be the major
consideration in the long run depends upon public interest and understanding.
Another aspcct of agricultural policy is suggested by the references
to "disadvantaged classces" which occurs rather frequently in current discus-
sions. It is well that concern is being showm for the welfare of the under-
privileged, particularly if it leads to improvement of their effectivencss
as producers and thereby enables them to c¢limb out of that classification.
However, i1s sufficient consideration being given to the offcct of the inclu-
sion of a considerable number of "disadvantaged farmers" in arriving at farn
income and parity income figurcs? After all, most of the market supplics of
farm products come from a rather small proportion of the total farn popula-
tion. Should we not consider their income status separately from that of the
so-called "disadvantaged groups?" Increases in income from price cenhancerient

will aceruc more particularly to commorcial farnmers than to those who arec

largely sclf-sufficicnt,




The present tendency is to display sentiment favorable to the
"fanily farn" without aﬁy very definite concept of what such a farn is.
Practically all farms in this country are family farms. If payments for
soil conservation or for production adjustments are actually for those pur-
poses rather thon merely subsidies to add to farn incomes, it is difficult
to see any real reason for placing small units in a differont class fron
those whose ownership may happen to be concentrated in relatively largo hold-
ers., Acccepting the payments as subsidies to raise incone, is it good policy
to favor the vory small farn? One important aim in any agricultural progran
should be that of encouraging efficicnt and economic production. Many of
our farm units are too small from this standpoint and any progran of subsidy
ought to aim at remedying this condition rather than to encourage its contin-
vance., If loss of markets necessitates permanent curtailment of production,
it.nay be achieved in part by "low pressurc," that is less intensive, farm-
inges But if such a change is to take place, the acreage in many farm units
needs to be inercased in order that land nmay be farmed more cxtensively
without sacrificing on not returns to the operator,

Tha nation has becone aroused over problens of tenancy and is dis-
posed to do something about it. Here again is another place where, if I may
borrow an expression from Dr. Joscph S. Davis, “hard, cool hecads nust balance
warn, soft hearts." No singlo attack such as that of subsidizing all tonants
to cnable then to become owners will solve the problem. It calls for a
varicty of improveuents adapted to the problem in cach situation,

The preceding discussion has cxhausted the tine available without
cxhausting the supply of subjects which deserve to be included. As a con-
cluding thought may I give expression to the feecling that consideration of
prograns and policics often is too superficial. For cxample, cuphasis

in agricultural, labor and industrial prograoms has boen placed largely on
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price and wage naintenance and raising. The reason for that is easily
understood. However, does it not nced to be impressed upon the country

that income is dependent upon production as well as on price? Price is a
factor in determining upon the distribution of the results., Cutting the

pic a different woy nay inercase the portions going to some by decreasing
the sizce of the portions of others. Improvements in the way the national
incone is distributed undoubtedly aro possible. Lot us not forget, how-
ever, that the only way the portions of all can be increcased is by increasing
the size of the pie, that is by producing norc instead of less. Improvenent
in the agricultural situation éontinucs to depend to an important extent
upon a recovery of activity in othor lines.

There is too much justification of onc policy by another. Rather
than accept one form of subsidy as justification for anothcr we ought to
exanine critically the justification for some of the subsidies which have
been cstablished. A satisfactory economic policy for the nation camnot be
arrived at through working out prograns and policies for diffcrent lines
and problems in water-tight compartmnents,

May I conclude with a bricf observation on one more angle of this
gencral subjecte There is much talk of cconomic democracy and denocratic
processes. I am not at all sure that all of this tallk is based upon an un-
derstanding of what democratic procedure really involves. Truc democracy
requires intelligent understanding of and participation in programs by the
rank and file rather than blind acceptance of slogans and unthinking follow-
ing of leadership. To arrive at understanding we nced nore discussion of
fundanentals, more questioning, morc rcasoning and thinking. Pressurc groups
are in cvidence. Unfortunately their offorts are often shortsighted and
overlook general welfare., Nor are they always representative of the best

interests of thosc which they clain to represent. They becore so intent on
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a spceial part of the economic picture that they overlook other parts of cqual
or greater importanco. Economic plans should be tested by their appeal to our
inteliigence rather than to cur emotions., As I conceive the function of cdu-
cational agencies, it is not that of doing the thinking for the pcople but
that of aiding them in getting information and in studying various angles of
problems in order to arrive at intelligent conclusions. If the people do not
do their own thinking, they will discover that there arc those perfectly

willing to do it for them and then to dictate how the people shall act. That

is not denocracy.
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DISCUSSION OF DR. O. B. JESNESS' PAPER
"SOME FUNDAMENTALS OF AGRICULTURAL poLICY"!

Ben He. Pubols
Head, Department of Farm Management and Agricultural Economics
State College of Washington

Current agricultural programs not only arc inadequate to pro-
mote satisfactorily both agricultural and genecral welfarc but also they
impede such welfarc, according to the discussion on "Some Fundamentals
of Agricultural Policy" just given by Doctor Jesness, He has made on
evaluation of "agricultural policy as manifested by current agricultural
progroms."” This he has dono by examining a dozen important questions
relating to these programs, Ho has donc a scholarly picce of work and
one which should cause both agricultural cconomists and others to pausc
and think. It is refreshing, indoed, to have such a frank ond candid
presentation of views aftor onc has been flooded with so-called infor-
mation, which is really propagonda, issued to advence and support all
sorts of progroms, ideas, and illusions.

I am in gencral agrcecment with the views and conclusions pre-
sented by Doctor Jesness, His furthor vicws on the subjeet would be
enlightening and stimulating, I bolievo that agricultural cconomists
and othors cngaged in agricultural work may study with profit the views
on agricultural policy ho has just prescntcd. Bcecousc of the limited
time available, I shall confinc my comments moinly to o consideration
of tho goal of agricultural poliey and the attitude of agricultural
cconomists townrd agricultural policy.

First, I wish to comment bricfly on the "ecver-normal granary"
plan., Doctor Jesnecss calls attontion to the over-normal grenary plan
es o method that the governmont is using to adjust market supplics of
farm productss The objectives of such a plan aro reported to be to
enhance farm income by temporarily removing pricc-depressing surpluscs
from the market and to insure consuaers o stable food supply. The
assumption is that the surpluses of large crops will compensate for the
deficiencies of small cropss Doctor Jesness suggests that for certain
erops our agriculture is ovcrexpanded to the point where the number of
large crops may far coxceed the nunber of small crops and thus couse o
broakdowvn of the granary plan, Surpluscs, not deficiencics, have been
the rule. Even though fmerican cgriculture werc so adjusted that large
orops would balance short crops over a long period of yeors, the plan
might broak dovm not only becausc of differences in types of crops,
such as wheat, to which situation Doctor Josncss has called attention,
but also because of the geographic location of thoso supplics. For
example, the Pacific Northwest for many years has produced a surplus .

Read at the Elecventh Annucl Meoting of the Western Farm Econémics
Associotion, Montana State College, Bozeman, lMontanc, July 6-8, 1938,
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of wheat above local requircmonts. Regionally speaking, the Pacific
Northwest never has a failure of the wheat crope In most years, it has
a surplus of more than 50 million bushels, or about one-half the crop.
The surplus wheat above local needs usually consists’of soft wheat, but
often it includes hard wheat. Regionally considered, the plan has no
practical place in the Pacific Northwest. It is questionable if other
areas at a comparative disadvantage in producing wheat would be willing
to reduce their wheat production and accept Pacific Northwest wheat in
either years of large or small domestic crops. The granary plan
assumes control of the factors of production, but can the weather be
controlled or estimated accurately?

I am especially intrigued with Doctor Jesness?! comments con-
cerning the size and distribution of tho "cconomic pic" or national
income, He states "sscees that income is dependent upon production as
well as on price. Prico is a factor in determining the distribution of
the results, Cutting a pie a differont way may incrcase the portions
going to some but decreases the sizc of the portions of others." He
states further that "the only way the portions of all can be increased
is by increasing the size of the pie, that is by producing morec instecad
of loss."l This strikes at the vory coro of agricultursl policys 1t
raiscs the question of what the goal of agricultural policy should be,
Thet is to say, should the goal be the maximizeation of ocgricultural
welfare cven at the oxponso of general welfare, or should it be the
moximizotion of general wolfare including agricultural welfare?

If agriculturc werc functioning in an ideal cconomy whero
industries and the people engaged in them were properly proportioned
as to type, size, numbers, and location, the happy achievement of the
maximization of both might well be roalized in the long run. However,
our cconomy is far from ideal and agriculture finds itsellf in o position
of having to function in the midst of & more-or-less monopolistic busi-
ness economy., [or present agriculture, a yet highly compeotitive
industry, to receive, unaided, incomes in proportion to its contribution
to the total national income is difficult, if not impossible, under the
present circumstances,

This suggests two courscs of action that agriculture might
take. The first is to seck to break dovm the monopolistic economy in
which it is situated in favor of one characterized by free competition.
The second is to adopt protective practices similar to thosc used by
its monopolistioc neighbors. Monopcly has grown over a long period of
years, and those enjoying its benefits can be expected to resist with
tenacious vigor any attempts to destroy their monopoly benefits. In
other words, agriculture cannot improve to any approciable extent its
position in the short run by cxpecting to break down monopoly. This
would seem to justify for the short run tho action of agriculturc in
adopting defense measures to improve its position, Nevertholoss,

Underlining is mine,




agriculture should be willing and stand ready to cooperate with other
industrics in producing an over-ineroasing supply of goods and scrvices
and thercby increase tho national incomo, thus sorving to maximize
goneral wclfare.

Although there has been no general overproduction in this
country, there has often been, relative to other things, overproduction
in some years of certain products such as wheat, apples, and potatoes.
Where the farmer is uneble to obtain enough to pay the freight and other
marketing costs, the reduction of the supplies of such crops should be
beneficial to those ongaged in agriculture and yot not be harmful to
others., It scems that the present agricultural plant is overcxpanded
in numerous lines relative to the functioning of our present economic
socicty, and that some shifts from those lines into non-ngricultural
endeavors are necessary not only to promotc agricultural welferec but
to promote general welfarc as well, Thus, as Doctor Jesncss has pointed
out, the subsidization of an overcxpanded agriculture is not conducive
to the best long-time interests of the oountry. Short-tine benefits
are likoly to be exceeded by the long-time costss This would suggest
that many of the factors of production devoted to agriculturc bo
transferred to other lines of endeavor ond that morc attontion be given
to assist this transfer away from agriculture and into industrial,
commercial, and other pursuits. This will requirc a change in both the
closed~industry policies of many industries and thc closcd-shop policiocs
of orgonized labor so that froer competition and groater preoduction in
such lines will follow, Although such a move may rcquire a long time to
be completed, greater efforts should be madc in that dircetion,

This calls for a consideration of how agriculture and industry
are to be conducted in the best interests of public welfare. That is to
say, to what extent should they operate as monopolies or as frecly com-
peting enterprises, and to what extent should each be controlled or
operated by public authority? If the general rule should be that they
operate as monopolices, there is no valid reason why agriculture should
renain under a system of free competition. For the benefit of general
society they should both operate under a system of free enterprise
oxcept for types like public utilities. If they operate as monopolies
and follow the usual monopolistic practices of restricting output
further and further so as to incroasec théir bargaining positions and
raiso prices, less and less goods and scrvices will be produced, with
tho ultimate conscquonce that chaos and the suicide of our cconomy will
result, If only part of our enterpriscs, such as our industrial and
cormercial ones, operate as monopolies or semi-monopolies but other
enterprises such as agriculbure operatc as free enterprises, then our
economy will prevail porhaps much as now constituted, but it will mean
that those operating as froc onterprises will be constantly exploited,
and probably at an increasing rate, by thc monopolistic classcs. As
a result we may find factory workers on a four-hour day and farmers on
e l6-hour day. If all types of entcrpriscs operatc under conditions
of frec compctition and be perfectly adjustod to each other, thon an
ebundance of goods and services of all types should result and the
economic welfare of all should be maximized.
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An economy consisting of a relatively small number of largoe
enterprises should lend itself better to public control than an economy
having a large number of relatively small units. But past experience
in regulating monopolies in the interesta of public welfare has not been
altogether successful, A system of free enterprise would declare that
private individuals menage their own businesses with the minimum of
governmental regulation and control. Regulation, however, should pro-
vide for the best long-time utilization of irreplaceable natural
resources such as the soil, Since it appears that our welfare would be
served best by a system of free enterprise, it would follow that ¢ontrol
be largely in the hands of private individuals. It is recognized,
however, that the public would bo served best in the case of utilities
and enterprises of a similar nature by having them controlled or regu-
lated by public authority.

Finally, what should be the attitude of agricultural econo-
mists toward agricultural policy? Should they play the role of "special
pleaders" for agriculture, which Doctor Jesness questions, or should
they seek to promote the welfare of 2ll? In my opinion, agricultural
econcmists not only should examine carefully problems dealing with
agriculture but also should become familiar with non-agricultural
problems so as better to understand the relationships between them and
then to present fearlessly théir findings in the best interests of
agriculture, other industries, and the general publice Those who
blindly accept cvery slogan, plen, or program that is handed dowm to
them and then proceed to advance them regardless of consequence arc
not truc economists. Pérhaps such people, who have appeared in large
numbers in recent years, should be classified as pscudo-econcnists.

Although agricultural cconomists should considor the goneral
welfare as well as agricultural welfarc, cen theoy be expected to advo-
cate that farmers promote the general welfare at their own expense?

For example, should Montana agricultural ecconomists advocate the
renoval of the tariff on wool? WNevertheless, if agricultural economists
perform their duties woll, it should result in morc "cconomic pie" for
all of us,

* ok ok %
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DISCUSSION OF PROFESSOR O. B. JESNESS!' PAPER ON
"SOME FUNDAMENTALS OF AGRICULTURAL POLICY"

Edwin C. Voorhios
Profcssor of Agricultural Economics
University of California

Profossor Josncss! paper is so in accord with my viows that I can-
not offor much in tho way of constructive criticisme I would like to
olaborato on a fow points raiscd in his papere. "Exprossions of viows
regarding tho position of agricultural oconomists in mattors relating
to agricultural policy are not uniformly reassuring or comforting."

Many agricultural economists are special pleaders not only for agricul-
ture, but for particular groups within agriculture. This situation is
not facing agricultural economists alone -- it faces others in colleges
of agriculture and in colleges other than agriculture. I venture to say
that there is scarcely a department of agricultural economics represented
in this gathering but what feels some pressuree It is not easy to stand
up against some of this pressuree With our institutions largely depen-
dent on political bodies for financial support, it is not difficult to
realize the dangers which confront use The solution, I do not claim

to possesss Logislation or ondowments which would insure rogular income
would be helpful,.

With the statoment that the agricultural econcmist under political
or group pressure is not capable of presenting unbiased and uncolored
facts I wholeheartedly agreo. I am inclined to-beliove that this is
the reason for some of our current agricultural programse. I raise the
question as to whethor onc can bc a "good" Domocrat or a "good" Republican
and still be a "good" agricultural cconomiste I, for one, doubt it!

Some of us fool that part of tho trouble with current agricultural
programs is tho somowhat naive glorification of agriculturece Much of
our planning has boon dono with rofcronce to agriculture and to a spccific
group within agriculturcs Vory littlc attontion scoems to bec givon to tho
effoct which-our plans will have on that inarticulato, unorganized group
to whom we refcr for want of a bottor name as "tho publice" Little, if
any, attontion in much of the planning apparently is paid to tho effoct
upon a1l of thosc ongaged in agriculturos. Gonerally spoaking, about
threo quartors of tho work on Amoricon farms is dono by the farmer or
mombers of his familye. In a statc such as California tho fraction is
only one¢ halfe Tho remaining quartor is done by that unorganized group --
farm labore If the farm laborer is rosponsible for a quarter of tho
work donc on American farms, then he roprcsonts an appreciable part of
"agriculturce" Yot, therc scoms to have boon little or no attontion
given him in the plans which have thus far bcon anncuncode Tho cffoct
cf many of our plans for tho "farmer" have an offoct on tho farm tonant
as well as on tho "owner farmore" Tho effcect roaches cut boyond agri-
culturc (whatovor that may bo) =~ tc transportation, markcting, ctcs,
of commoditiose




YA
Cas

Most of us agree that at the present time we do not possess ade-
quate data on incomes of those engaged in agriculture to make definite
plans based upon "parity" income. In practically all of our economic
planning we have lost sight of an abundance of economic goods and services
for all of our people.

"Quite a bit of the attention of existing legislation centers on
a relatively small group of staple cropss Will this be adequate for a
control program over & period of time or will it be necessary to extend
efforts to all lines if programs are to continue?" It will be necessary
to extend efforts to all lines of agricultural endeavore Nowhere do we
realize this more than on the Pacific Coast =-- and nowhere more than in
my ovn state. The agriculture of somo states can be doscribod in terms
of o dozen crops or less =-- in California upwards of 200 To be specific =--
a program for apples will influcnco tho situation in pears. A progrom
for the dairy industry will havo an influonco on fatse Too little
attontion is given to tho influenco of oneo agricultural commodity on
other commoditiose

With tho loss of somo of our export markets we produce morc of
some of our staple crops, for examplc wheat, than we need. But with
dairy products, fruits, and vegetables, is this tho casa? Certain
porsons rosponsiblc for somoe of our programs point out that a splendid
picco of work is boing done by buying up "surplus" commoditics and
giving those to porsons on relicf -- and as a rosult tho health of the
nation is being improvode What will be the effoct on thoso millions
just above thoso on rolicf? Some boliove this group to be composed of
from a third to a half of our pooplo. For want of a botter dosignation,
I refer to thom as tho "lower middle class." This is the "underprivilegod
group" in Amorican socicty today =- on the farm and in the citics. It
probably suffers from inadequate dict and from many other handicaps;
for cxamplo it is at a distinct disadvantago whon it comes to such itoms
as medical carce

"Economic domocracy" and tho "domocratic processos" have boon
mentioneds Do tho rank and file participate in programs with an intclli-
gent understanding? Is tho mothod of voting contrdls democratic? Docs
not the control on the peach crop influonco the poar crop? I do know
that if I cat peaches, I usually do not ecat pcarse

Anothor point which I would like to bring up concorns "oconomic
democracy” and in mentioning the mattor I do not wish to be misunderstood.
Fow of us arc infallible -- nonc in so far as I knowe There should be
opportunity for tho discussion of all plans == from an economic and not
a political standpointe. Without troading on anyonc's foclings, may I
say that somo of us in the "provinces" fool that not all that omonatos
fron Washington is infallible !

Soil conscrvation strikos a responsivo chord in the minds of most
of use Yot "production adjustment and soil conservation arc not in fact
as intimateoly rolatod os apparently assumod in current programse The
oxtont to which a givon crop dopletes tho soil is determined by other
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factors than its relative abundance in tho market e... The use of soil
conservation as a cloak for disguising subsidy payments to increase the
incomo of tho farmers is open to sorious quostione" With this statemont
it would socm that there can be littlo argumont. .

Science and truth aro supposcdly synonymouss An adhorcnce to
truth by the individual agricultural economist and a divorco from
political considorations would do much to place agricultural economics
on & planc moriting the rospoct of all of our pcople not alonc for tho
prosent but for tho futuro as weclle




