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Loe N ALTERNATIVE AMERICAN WHEAT POLICY 

- lg 

By M. K. BENNETT 
Food Research Institute, Stanford University 

By. 
7 LY 8ix months ago I rashly committed myself to discuss the subject, 
hg CeSsary in Our Economy to Promote General Welfare." After contemplating 

o My tor a couple of months, I felt impelled to ask permission to talk 
a Rig perity versus Security." Permission was granted, and that is the sub- 

Sone ha there'd on the program. After wrestling with that topic for a time, I con- 
been rig, Srobal, all-inclusive, philosophical discussions lie beyond my powers. 

fy Cut permission, I shifted to a discussion of a somewhat specific topic - 
la like to see adopted as a wheat policy in the United States, in the 

, Some sort of a policy involving an “action program" has become una- 
_ | tdether it is desirable or not. But this is not altogether dodging the 

|. py Slmally assigned. What I hope to do is to outline a particular change, 

Sag € underlying philosophy that gives it a justification, and examine it 

oh 
i. ¢ to its relationship to general welfare and to public policy in other 

— 
.° fay at the outset that I am by no means clear that this scheme for wheat 
Ret "nromote general welfare." Henry Simons, in his pamphlet A Positive 
Slaissez Faire....,indirectly defined general welfare (or more nar- 
iy, Ome welfare) in terms of “larger real income, greater regularity of 

Yigg ad employment, reduction of inequality, preservation of democratic 
Moet Secretary Wallace said that general welfare,".... from the ma- 

Pee of view .... consists of a steady, balanced increase in the produc- 
hy /Sical goods more evenly distributed among all the people, but not so 

hy, .28 to destroy the initiative upon which the incentive for wealth pro- 
ased," 

ty 

iy leas of economic welfare are much the same, and I think that Simons was 

itgg Ying that "There is in America no important disagreement" that welfare 

Memes the proper objective of national economic policy. Yet there may be 

lhe al conflict within a concept of economic welfare that calls at the 
ip Cr larger national real income and for either steadier increase in 
one real income, or reduction of inequalities as between recipients of 
Rayos This conflict has often bedeviled me when I have tried to think 
© werits of a proposed piece of legislation in the economic field, and 
ear’ more to say about it later. At the moment, the point to be made is 

Hig toet policy shortly to be outlined would hardly seem likely to enlarge 
Ya real income or to maintain wealth-producing initiative. It might, 
‘iy obribute to steadiness of wheat-growers' incomes; and it might lessen 
Neg: between their incomes and those of some other groups. And I think it 
vy bly be called democratic. 
be i, gee, Person singular of the pronoun appears pretty frequently in what 

at is deliberate. It seems to me that economics, at least on the wide 
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Mig,’ Sented to the Twelfth Annual Meeting of the Western Farm Economics 

’ Berkeley, California, June 16, 1939. 
Q 

Reelttons , A Positive Program for Laissez Faire: Some Proposals for a 

/tuomie Boltey (Public Policy Pamphlet 16, November 1934), p.l. 
  

‘Y 
'g)Pllace, Paths to Plenty (National Home Library Foundation, Washington, 
‘ny Cited by H. R. Tolley, “Contribution of: Agricultural Economics to 

elfare," Journal of Farm Economics, February 1939, XXI, 9.   
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border where it begins to overlap on politi potty iy 

described as "informed conjecture" than itics and mss psychology, chi tna) axes 

pernaps more appropriately presented in sentences beginning "] think thats Nee Low int 

ep an yen ences beginning with the coldly scientific phrase "It 15 esié yjgtble futu 

| of abo 

I 
at 

The scheme itself is as follows, briefly st jon bY , it 

pealed which now involves soil-conservation ooyments be the Legis te ie ore . 

parity payments to wheat growers, loans to wheat growers on stored whest st ‘ ere oens 

sidized exports of wheat and flour, and the possibility of marketing quo ee exeente 

have not yet been tried for wheat. But let the legislation involving OOP. i ‘ Dery | 

ance for wheat growers stand, except to amend it so as not to restri¢ elite Hey "sh 

be ood reason coroperaye tn the existing acreage-control program. 4° we a sg eromin 

repea j j i i ; 
vurehase program. Dp e legislation which authorizes the present Ne goal” e 

fA) OSS j 

‘In place of the legislation repealed, I would substitute legislati™ si ffioda t a 
which, in effect, the federal government would guarantee to neeistere oe ets Whe a 

ers for a period of at least five years in the future a sort of "har “ti sf" hay way 

minimum per-bushel return, conceived as a cushioning of the impact ° } ons » In Stee 

on producers' incomes, or a protection against catastrophe Tust to #2 " fifth end 

up with ideals at present embodied in farm legislation *T would like *° rs (@ hosp? an 

Congress fix this depression level of per-bushel return to growers 2! 52 Ft |b ity." 

of average "parity price" of wheat in the three years preceding the five, ity Tould b 

period to which the guaranteed return was to apply. That would mean an ar ye 4 ould pro: 

United States guaranteed minimum return on farms of about 58 or 60 cent " yelf ben eve th 

The minimum return, however, ought not t - 3 av iJ if vy “Reome; 

all growers everywhere on all types and * uatities horizontal mine slab oS ing: a li 

to provide for establishment of a schedule of local guaranteed minim» be" ob 4 Step wer 

average or normal geographical differences in farm prices and on 207 4 Q OWe gee 

millable wheat. Every farmer ought to be able to know, in advance, wha? A pe thy a se 
bushe} minimum guaranteed return he would get for sound wheat at his 0 [iaggSton has 

Any farmer who intended + 
sail f 4 Ry wie tet 

. mer who intended to secure the guaranteed mini gq pe TO td tiles Oh bey 

register himself. At harvest he would nake a sworn ee OF the on te certal 

new-crop production, and of his normal acreage and normal seed require™ se ; by, chine: 

sworn statement would then carry a record of his sales, attested bY pure she Oly in 

to amount purchased, price paid, and discount if any for unsoundness: Mig A tine 

of a crop year, the farmer would present a claim based on his certifi 08 at ty acount 

record of sales, for the difference between price actually receiv on mol aly “ae 

normal quality and the minimum guaranteed return in his Locality . claim pe ‘i Le ire 

paid on no more bushels than his declared production less seed "and wou ret! ’ ‘ theay wet 

only on the quantities that were actually sold at prices below the guar ait ‘ety i 

minimum return. In the course of a given crop year when the scheme as oa Th y bet 

tion, the farmer could probably borrow from a bank on sums due him ° Bot ‘ a8 te 

cate. Anybody could calculate those sums. The purpose of denying pay? ont at , ss te Sone 

amounts grown for seed would be to eliminate an incentive to sell sect " went oom t 

buy it back, with resulting uneconomic movement. io “ contd ° 

I shall not attempt to specify precisely what sort of an aqninisteee ee . fern Boa 

be necessary; surely it would be no more cumbersome, and probably les? ony elgn ma 

what we have now. Nor do I suggest how funds to pay claims should be a ot “igh for + 

other than to say that they ought to come from general federal revenue S could 
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petts Sing t . 

: oot fet axes, Perhaps a revolving fund, susceptible of replenishment by Con- f 5 5 

thaberss ag low ppropriation, ought to be set up. On the assumption that farm prices - 
agtal aby in the crop year 1932-33 (38 cents) as they are likely to be in the 

ln future, the burden on the Treasury in any year could be calculated at 
Cf about 200 million - assuming a crop of 900 million bushels. 

ryt i 
on ’ ye 4 pl , 

: pri’ At pp an as this, of course, would differ from the present system in many 

eat oy 8 _ esent, the Treasury is more or less burdened every year whether or not 

quote ih “dy - exceptionally low. Under this plan there would be no burden on the 

aod ay ‘oy verre when prices at country points fell below the specified level of 

i elit tH bop “bushel return to producers. 

rT 0 “ey Y Prominent difference would be in the objectives or goals. The present 

. jab we S up as goals parity price, parity income, a fair share of the national 

t Mts ge’ in my opinion comparable with the ambition of a sprinter to make 
ot wt a it three seconds flat. The plan I offer would be much more modest. Its 

4 bee ter € merely to soften the impact of low price upon the incomes of wheat 

ti 40 hay enever low prices came. It would give them more protection than they 

} jon F ls in € against resulting loss of equity and against sudden and extreme re- 

ie tpe \,onh Standards of living. I would call it an effort to "protect against 

Lo e ie ‘pert and not, as in a sense the present system is, an effort to "guaran- 

. 52 P } by Ye 

Nef \y , would be no mention of soil conservation in the preamble of the legisla- 

ap & , IH wd propose - no pretense that wheat farmers were being paid federal 

opts we thy ave the nation's soil. They would get money for the purpose of protect- 

avail? i al Incomes when those incomes most needed it. The preamble might appro- 

atio, b gi 80 a little further, and speak of the desirability of enlarging the 

, par ‘ Stes Power of wheat growers so as to obtain such favorable effect as this 

nalLy , a Stop Upon the non-farm industries that suffer when the purchasing power of 

sat Po ast it ers falls very low. But this scheme would not be either actually or 

sue? * og} & soil-conservation scheme. My conjecture, not too well informed, is 

' Deine. has been overemphasized, made into something of a bogey-man. While 

ist elo tu that soil erosion is a real problem, I am not clear that remedies 

rent ob f eg th beyond education, demonstration, land purchase by governmental 

30 ate ve ty, Certain legal prohibitions of malpractices, and the normal grinding of 

rene” he Chinery that eventually involves improvement of crop rotations. 

At OY e *ortant of all, the scheme suggested for wheat would not involve govern- 

cate ao Le Lipulation of market prices either of wheat or of flour. It would not 
een te . . 

0 yne"4H|"ly -CCumulation of wheat or flour stocks by governmental agencies. It would 
“fy 

108 oe ae direct governmental efforts to dispose of surpluses either at home or 

ould of i “Cannot emphasize these points too strongly; the government would not be 

saree a) 8 fat market. My supposition is that market prices would involve transac- 

45 iP vat ‘I me between private persons, right back to the first purchase from the 

, bi 1 ct 59 © market price might fall very low indeed. But when it had fallen as 

nent 0 oe es © 60 cents at country-marketing points, the farmers would have no 

g whe” Why he son for concern, because they would never get less as their return. 

i sy eee Only 40 cents in the price; plus 18 or 20 cents in their guarantee. 

ati? Ae d be carried either by farmers or by traders, as they were before the 

t 5 901 mae ‘ fore Board - but not by governmental agencies. Surplus disposal to low- 

pre ie k toy 8a markets and to feed use domestically would probably be easier than 

1 0° Mtegg? fOr the simple reason that low price would be allowed to influence use. 
d ould be counted upon to search out export business. A farmer could   
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sell wheat at a very low market price and buy it right back again to usé i disinclinati 
feed; but he could not get a price-supplementing payment on more bushels {al sabotage - 
wheat than he had to sell originally. .Tather sugge 

| Non g _ , . - of t,¢ dollars he 
Finally, this scheme would not have in it any element of production ° ite, or politi 

control other than what would be exerted indirectly by the level of guar’ 
minimum per-bushel return to producers. This is the feature of it that me ort, I conce 
express at the ortset a suspicion that it is not a scheme likely to lead (lective dire 
larger national real income, though it might help to reduce irregulariti@ “Stately stab] 

¥ 

smooth cyclical fluctuations. ve merely cc 
| 

Ab : 
The plan has no precise counterpart in any country, so far as I know. ‘ ic Ae a 

like the British plan in providing a guaranteed. minimum return to produc’ tras shin 

out governmental purchase and sale of their wheat; but it is unlike the a ua think w 
plan in omitting a device whereby the per-bushel guaranteed minimum dec.’ im 
production rises above a specified level. It also differs from the Britl®,, 
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in deriving funds from general revenue and not from a levy on flour tha’ 4 me 

flour prices to consumers. It differs from the Australian system in this i And ° 

also. Unlike the Argentine plan, it does not fix a minimum market Pr10e of He a. 

does not permit governmental agencies to buy and sell wheat. It differs | 

Canadian plan in keeping government out of the stock-carrying, buying; a a] is not th 
ing functions. | 8 no harm. Ac: 

*Y have said 
Lil , seine econo: 

.°L competit 
I turn next to the justification for presenting such a plan. Why potbe ftely to crea 

it is not likely to revolutionize the existing system, and when it 1s ale to includ 

I cannot wholeheartedly endorse - a sort of intellectual compromise? T “yh ton," not " 
to call for an exposition of economic philosophy - or prejudice if you | tervention 

; . ob"). be t 
I do not like economic planning, especially when it becomes economl°¢ + ‘stg built th 

It makes me shudder to read words like Lewis Mumford's, when he speaks - ey" Conseauent 
")..ultimately controlling and directing, in the interests of the come” of {th a 
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et : 
the entire economic system" - and talks also about "....the socializat}? | on res, 
natural monopolies, the collective control of quasi-monopolies, the wip? i | bre and und 
inflexible price structures....the raising of real wages through trad@ . agi"|"* op economi 
pressure on one hand and through the expansion of vital public works; } 7 4 Cay 
current taxation, on the other."* These typically New Deal phrases dow”, ie . or and the 

in them much kindness of heart, certainly toward the so-called MunderP™ i! aG1SSez 

though not so clearly toward the so-called "economic royalists" whethe 43 s ting my vi 
wealth is honestly earned or not. Such phrases seem to me to contal2 of. S than halt 
ness of head than kindness of heart. (ls Y be, But € 

. ° yo ‘5 Ne 

I shudder at ideas of ultimate collective control of the entire 20d |" tg sone 
tem beaause 1 am deeply convinced that such control means impairment © eit | Sten ~ those 

t
S
 

vidual income-producing enterprise, and creation of domineering, inef fit” get ~ as tending - 
slow-moving bureaucracy that could not avoid putting brakes upon econo™ . lorale : 
ment. ; wo . MWeauoratic 

I have never been able to go along with those who used the words Po aay or ver reason - 
near to collapse" to describe the condition of the economic system 12 ot” ep discuss 
thereabouts. It has always seemed to me that our economic system is % joa . 
narily tough. There is even a possibility that the system might be Pun’ ise 9 

. . . . . . Ma Davi Mf 
better right now if it had not been so solicitously tinkered with ane a pe Committee 

  
as it has been since 1933. I have great difficulty in believing that Yoetd circu: 

p aural Po. 3. CW rand! Fewest Po: 
Lewis Mumford, Regional Planning in the Pacific Northwest: A Memo Qnuary | 
  

(Northwest Regional Council, Portland, Jan. 23, 1939), pp. 6, 7.     
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use!’ disinclination of capital to take risks in recent years is nothing but 
hels ‘|*l sabotage - a "sit-down strike" of capital. This absence of risk-taking 

»tather suggests that nothing is as timid as a billion dollars, and that 
on of fat dollars has had a good deal to be timid about recently because it has 
puat® &s of political enemies. 

at Bort, I conceive that our economic system could get along very well with- 
Lead (lective direction," though of course it has to be fenced in by a definite 
ritlé “tately stable set of "rules of the game" which legislatures set up. The 

ve merely confused by asserting that all legislation is economic plan- 
rows Ee A. A. Milne's shipwrecked Old Sailor, we might conceivably be saved not 

auc} programs," but by inaction. You will remember, perhaps, that this Old 
the B},°8 Shipwrecked on a desert island, and needed so many things that "....he 
joo] Wd think which he ought to do first." 
44984 
ia "And so in the end he did nothing at all, 
his But basked on the shingle wrapped up in a shawl. 
ce, And I think it was dreadful the way he behaved - 
ars He did nothing but basking until he was saved." 

apt’. 
3 lig not that his behavior was dreadful, but that he was saved. Inaction 

lo harm. Action might have caused him to fall off a cliff in the dark. 

‘1 have said is probably enough to indicate that the broad ideals of a 

Naize economic system are the ideals that appeal to me. I believe ina 
neti Tipee competition, a minimum of governmental intervention, as the system 

ot of, ely to create and to maintain a high national standard of living, using 
o5 sk to include both goods and services. Observe that I say "maximum of 
Tey) | ton," not "absolute prevalence of competition"; and "minimum of govern- 
u jtervention," not “absolute absence of governmental intervention." It 
io he e the fashion among New Deal economists to say that the neo-classical 
g abl hs S built their theory on assumptions of pure and undiluted competition; 
08 | he cusequently, since - as everyone knows - we do not have pure competi- 

+j00 “il, . theories of the neo-classical economists must be wrong. I think that 
pis, f StOss insult to such an economist as Marshall to say that he ever did 
e wal e and undiluted competition. In any event, if laissez-faire is the 

fim teat economic planning, or economic control, or collective direction, 

ube diy Stand those terms to be used nowadays rather widely, then my prefer- 

pitiy|, °F laissez-faire. 

ex Fy being my views, there would appear to be some inconsistency in suggest- 

le ye than half seriously, a sort of an economic plan for wheat. And so 

hte ees But at least the plan is one that involves a much smaller degree 

opob fy te control than we have under the prevailing system. It is not so much 
of 1, W.? Some of the strictures that Dr. Davis has directed against the pres- 

pill those strictures in which he described the subsidies paid under that 
yi 0 bending to "....have potent political influence...," "....to sap the 

() Worale...," "....to induce farmers to surrender too much of their free- 

orilt® |, Ceaucratic domination." 

198 ig? Teason for broaching this’ plan is purely personal. Mr. Wells, who 

tO *Y discuss this paper, has classified economists as "academicians," 

ad tal i 

ad Je ei Davis, "Agricultural Problems and Policy," Address before the Republican 
ne ? 4 wittee in summer conference at Northwestern University, Chicago, Aug. 

Nets circulated in mimeographed form by that Committee; reprinted in | 
naw Yytural Policy, 1926-1938 (Food Research Institute, Miscellaneous Publi- 

a ‘January 1939), p. 451].   
 



  

§ 
oe to nt fe 

"reformers," and "administrators." In a subgroup of the "academicians, .” 4 
of economists who exercise their wits "....in the observation of econo” 46 | 
havior in general, and the workings of ‘action programs' in particular: | 

usually are able to maneuver from position to position without ever Boe De A 

grit 
by elimination, I must be because I am certainly nei thet byt 

th 4 ane 

record as to just what solution they think best." Probably I am one ° 
"academicians" ; i 

nor administrator. This being so, I feel an urge to meet the implicatio 

maneuver or refuse to go on record. Similar implications seem to pop uD id 

frequently of late - as, for example, in papers by Tolley and J. D. Bla 

December's meetings of the American Farm Economic Association. a 

But the weightiest reason for publicly suggesting a plan that I cant? 

heartedly support lies in a different direction. if] 
Aas 

The past eight or ten years have witnessed what is probably a permane i 88 
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tial conquest of American public opinion, and of opinion of economists» tt 
that are semi-socialistic. These semi-socialistic ideals, I suspect, “ 
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  to be reflected in public policy. An economist with laissez-faire leat ost 

think, can nowadays best satisfy himself and best contribute to public 2, 
setting forth schemes that involve governmental intervention in econom® oil 

and embody semi-socialistic ideals, but are in his opinion schemes tha eA 
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1 
a minimum of harm. Perhaps the appropriate strategy of the economist oti Hh 

os | faire leanings nowadays is not merely to register his objections to OF 

proposed legislation with a socialistic tinge, but to offer counter~PF 

which that tinge is not so marked, | ’ 

=
 —
 
—
a
~
 

<
=
 

The semi-socialistic ideas that seem to me permanently incorporated, * a! 
opinion are that, somehow or other, fluctuations in production and empl” asd 
and inequalities in the distribution of real incomes both between pers? 
between occupational groups, must be lessened. I suspect that these + 
twins loom substantially larger in public opinion and in economic thl 

<
X
>
 

For example, rates of taxation on the higher income brackets have by, 

up. It is easy to see that legislatures seek to avoid taxation of the P gli? 

though they may not achieve it.. The principle of using federal funds 10 st 

the needy, and perhaps to go considerably beyond mere relief, is fir y 4 

lished, though the method of distributing the funds may not be. There * 

and cry not only against true monopoly, but also against economic bigne”’ sas 

monopolistic or not. The phrase "fair share of the national income" nar ait 

a vital role in funneling federal money into farmers' pockets. Bank deP 

pu? 

=
=
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e It 
law, a Wagner Act, a Social Security Act. We have even witnessed, 1% thee 
years, legislation that scales down federal payments to farmers who oper Y 

acreages, and scales up payments to farmers who operate small acreabey ts yde 

these developments add up, I think, to a permanent shift in public at 

my opinion they are not likely to be reversed, but only perhaps trim” 
torially emended, if the Republicans win the elections of 1940. 
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5 : 403 
O. V. Wells, “Agricultural Planning and the Agricultural Hconom1§”"! 

of Farm Kconomics, November 1958, XX, 761. ol 

H. R. Tolley, "Contribution of Agricultural Hconomics to the genet", § 
Journal of Farm Economics, February 1939, XXI, 9; and "Discussion bY 
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ig 8 national real income. But I have no trouble in perceiving that they 
‘ty & deep-rooted desire to move toward reduction of inequalities in incomes 
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smoothing fluctuations in real incomes at least of the non-rich. Prob- 
would be outside the broad current of public opinion and economic 

ty Oday who’would say, as Lincoln did: "Property is the fruit of labor; 
thors desirable; it .is a positive good in the world. That some should be 

ey WS that others may become rich, and hence is just encouragement to indus- 
. €nterprise." Even a trace of the sound core of these ideas is hard to 

‘ty he writings of the many economists who nowadays are so distressed about 
h ered prices" and about what they call "monopoly" or "quasi-monopoly." 
NS 
port, I feel that ideals of economic security for low-income groups at 
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‘ite “igh far more heavily in public opinion than ideals of national prosper- 

“fe at is so, then it seems to me that the economist with laissez-faire 
  

4 
¥ a day perhaps perform his best service by setting forth, as definitely as 
yy “tS idea of policies that take account of the yearning for security but 
ty te time jeopardize least his own ideal of persistent trend-increase of   Teal income measured in goods and services. 
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‘ar J have spoken mainly about a moderately tangible federal policy toward 

Vays” a wheat policy could not be expected to be enacted without complemen- 
leies in other directions; wheat growers could not be singled out as the 

7 of the population on whose behalf a policy would be formulated. 
‘yes of policies in general are none too specific, and are probably not 

yy Senting. I am not one of the "generalists" that A. G. Black’ feels are 

iby Solve problems even in the relatively narrow field of agricultural ec- ; 

Nhs. et, in order to make some move toward addressing the question assigned 

Ng poston here, namely the changes necessary in our economy to promote gen- 
fare, I will venture some remarks on general economic policy. 

—
 

“Sng to me clear in the first place that what is most needed now and will 

in the future is a political atmosphere such that those who control 

Capital will be more willing to risk it in new ventures or expansion of 

- The Number One economic problem of the nation is not in my judgment the 

Ut creation (or resurrection) of willingness of capital to seek produc- 

,-Stment. Despite the pessimism of some prominent economists, 1 have no 

avenues for productive investment can be found in the future; people 

,.° Unsatisfied wants, and technological progress can be counted upon. A 

ter! he political atmosphere such as to encourage risk-bearing would prob- 

"Ssitate a change of administration and more particularly of inner-circle 
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‘wl® Second place, it seems to me highly desirable, but not probable, that 

‘Nf administration came into power, it ought to perpetuate the slow relaxa- 

dl arriers to international trade begun by the present administration. But 

, ot enlarge on this point. 

»® third place, I feel that the essence of internal national economic 

ti, Semeral ought to be what I have called "protection against catastrophe," 

fe Suarantee of prosperity." It seems to me desirable - and also inevitable - 

tal subsidization of incomes of the large low-income groups of the nation 

| “ available in periods of acute economic depression. Relief of the needy, 

Hyp Black, "The Need for 'Generalists,'" Journal of Farm Economics, November 
» 657-61.   
 



    

whether on farms or off, ought to be guaranteed, and in large part by aires 
eral subsidy. It ought to be assumed that periods of acute depression ar’ ot 

table, beyond the powers of a democracy to prevent. The major economic 2 

of government ought to be to lessen the impact of depression upon the jaré fi 

groups inherently least able to bear the impact. So far as agriculture aé ‘ol 
is concerned, 1 suggest that the scheme outlined above for wheat, with ¥ it 
modifications, might be made applicable. But I shall not suggest how %° 4 

In the fourth place, I feel strongly that the financing of federal se 
for low-income groups should be from general revenue based heavily 02 pre 30! 
income taxes, inheritance taxes, and taxes on luxuries, though at time i Since | 
borrowing would be necessary. I should like to see less emphasis place ; wr ifting ( 
tion as a method of economic control, especially control of large econo” We Dr. Be 

  
f 
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whether monopolies or not; and more emphasis placed on taxation as 4 Oy Went arg) 
collecting revenue to finance subsidization of low-income groups espe? bitram 
ing depressions. | ler ‘ine: 

. . . . oon 
A broad national economic policy of this sort would have disadvantas™: pel nanner" 

element of rigidity, of inefficient use of land, labor, and capital, "ye “Nts or St 
jected (or perpetuated) in a system that needs flexibility and efficie? 49! 
land, labor, and capital. To paraphrase other strictures that Dr. Dav}® Wl By do 
rected against the present systey of agricultural adjustment,°T would oat ote rath ‘ 

broad economic policy outlined above would keep more people in unprodué p8P-M%te th of 
pations than the country needs there, and would hold down the per caP? id ys ° &e 
real income in the longer view. mh os anit 

But the degree of disadvantage might well be less than it is under the pty in the 
policy we follow at present, at least so long as that policy continues ", gift, y want 
discouragement of risk-bearing and continues to face more and more tow” ' ang | 
participation of governmental agencies in price-making and marketing- root G5 thes. 

I suggest would be superior to present policy in preserving democrati¢ gu, to 0 6: 

or at least in holding bureaucracy in leash. It would also share in pat tb? wheat 
advantages as the present policy has in equalizing incomes and sof teniPe et! 
pact of cyclical fluctuations of incomes. It would have the addition4, 
of being at once a long-term or permanent policy and an emergency poli? "ie 
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The crucial question in the operation of such a broad policy as 1 bere, The SUES 

would be the level of the floors that would be put under the incomes % Jel ie moro £4 
groups. In wheat, the specific important first decision would be what of HP or pri 

minimum per-bushel return to producers ought to be guaranteed. I see DO 95 Bre price 

certain the most appropriate level in advance. Under present circumst? tb8, itty 

prevailing ideas of "economic justice," the Congress would probably 1 fer of our 
too high - just as, I believe, the goals of parity price, parity incon ne of 
share of national income, and so-called "American standard of liviné at Oth Al though 

too high both in agricultural adjustment and in relief under WPA; and J nd tH 1G lower 

age pension advocates put their claims too high. But as the tax burde® ati , {es woul 

national debt continued to mount, the Congress and the public might © j,¢)d be nee 
decide that the floors under incomes would have to be lowered. Eventv? of? 8 the amo 
tional and realistic compromise might be reached between ideals of eco Pinion a 

curity on the one hand, prosperity on the other. | Check |; 
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ditY, AN ALTERNATIVE AMERICAN WHEAT POLICY: 
1 . 

are i 
: pune! | A DISCUSSION 

yatta L 
8 

€ ane O. Ve Wells, 

B 40 i ) Program Planning Division, 
vo dy Agricultural Adjustment Administration 4 , 

gud es S 
1 pre 

nes - i Since being asked to discuss Dr. Bennctt's paper I have watched 

ced vi Mfting or dovclopment of his title with considerable interest. 

non 5e the Dr. Bennett's long association with the Food Research Institute, 

iy Wight argue that the shift represents the triumph of cnvironment over 

k itrary assignment. But I think it can also be interproted as 

per illustration of the fact that most of us are not planners in the 

tage pel manner", but rather that wo tend to discuss and deal with those 
    

org (ts or specific problems with which we are best acquainted. 

te. te 
vis Hl But dospite the fact that the discussion is in terms of a wheat 
suoti" ae rather then of "changes necessary in our economy in order to 
pité pry ’e the general welfarc", it must be noted that Dr. Bennett has not 

ie his subject. Instead his suggested program for wheat is set 
he a 4s an illustration of the manner in which ho would apply a goncral 

o 2 in tho development of a specific program. And in discussing his 

“ower oe I want first to give some attention to the suggested wheat pro- 

,, The Oran second to consider the general philosophy or attitude which 

tic pr th ®s the entire paper and which underlios his suggestions with re- 
part iY to wheat. 

eniné of 
nal gup 

olicy: x , | a 

J be The suggested program is extremely simple, since it involves 
0) ; —_ 

Ti 18 more than the maintenance of a guarantced minimum per-bushol   t . . 
o no v6 te Or price for commercial wheat. In fact, ono of the stronger 

stan, fi nts for the program is its simplicity as compared with the com- 

1 ix a Y of our current wheat program. 

0 
12" Or dl Although such a schome might be administered more casily and at a 
and i Ht 4t lower cost than the current program, I question whether the 

rdeB nti Mages would be as great as some people might expect. To begin with, 

t eva et. d be necessary to determine each wheat producer's actual sales as 
pour os! ("8 the amount which is normally used or should be retained for seed. 

° , Pinion at least, this would be about as difficult to determine as 

_0 check acreage compliance under the present program. It is also 

‘ted that the minimum return ought not to bo a horizontal guarantee, 

ther should be set up in torms of a schedule of minimum returns 

| on average or normal geographic differences in farm prices for 

[ Nillable wheat. Such a schedule could be determined, but it would 

tribute to the simplicity of the scheme, nor would it be too easy 
(" And, as Dr. Bomott himself realizes, the questions as to the 

( {6 which prices are fixed or guaranteed and as to how the scheme 

~ be financed would be the subjects of continuous argument. 
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In addition, Dr. Bonnott would continue the current crop insurance 
ms and also suggests that there would bo no good reason for dis- 
Wing the current land-purchase program, evidently on the assumption 
the purchase of submarginal wheat land is desirable from tho stand- 

, oF long-time adjustment. But the continuation of crop insurance for 
, ould mean thot normal yiclds would have to be established for all 
Participating in tho program, and that crop acrcages would have to 

| kod in about the same mannor as under the current program. We aro 
precd that the land-purchase program should be continued, but it 
tbe noted that it is one of the more complicated of the programs now 

, ministered by the Department. The location of the purchase areca is 
“4 difficult problem; the process of actually acquiring title to the 
48 slow and involves a whole series of minor legal difficulties; and 

‘location or resettlement of the families who are to be moved from 

Wmarginal area offers one of the most difficult problems in the 

‘tural ficld. Finally, the rehabilitation and continuing manage- 

of the area purchased offers a whole series of problems, some of which 
‘th important and difficult. Strangely enough, the land-purchase pro- 
jweich can usually only mean complete governmental control of tho areas 

(ed, is the one part of tho curront agricultural program which is 
nely accepted and most often praised by those economists, of whom I 

“linca to think Dr. Bennett is one, who are most opposed to and most 

ned about governnental interference or control. 

The current loan programs for corn, cotton and wheat are of course 
tons of essentially the same idea as the guaranteed price scheme 

tte by Dr. Bennott, excopt that they operate through a different ad- 
oe eve mechanism, and that they involve the Goverirent taking over 

Np oda ty in cases where pricos do not improve cnough to make it 
ble for the farmers to reclaim thoir corn, cotton or wheat. But 
i am not at all certain that Dr. Bonnett'ts scheme in actual operation 

joo viate the government control of surpluses in case such surplus con- 

‘lto oxist. That is, if the acreage of wheat continued at anywhere 
ht 4 3 " , 
he current level with average or better than average yiclds and 

imo einued to increase, I think it is almost cortain that the Govorn- 

1 uld be asked to help dispose of such surplus stocks or to caso the 

, °° adjustment burden, regardloss of the scheme which might be in opera- 

tn ors stated anotner ways cconomic analyses and agricultural outlook 

nee are not so altered as to justify or support the programs of the 

tural Adjustment Administration. In fact, the exact reverse is a 

A. eter statement. The programs of the Agricultural Adjustnent Adminis~ 

|. arc continually being altcred to mect the oxigencies or the problems 
ue 

e e 

by the current agricultural situation. 

If 

|, AS I noted at the outset, Dr. Bemettts paper is actually concerned 

squtidontally with tho devolopnont of  whoat program, In fact, ho 
ty, adi cates that he cannot "wholehcartedly indorse” his own schome 

Me is advanced in part because of a statcmcnt I once made and in part 

tie he is convinced that some form of governmental interference is in- 

Sar and that he believes the form which ho has suggested would be 

ty woructive and more nearly in the interest of the general wolfare than 

“St of the othor schomes which are currently in operation or proposed.   
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Mt With rospect to the critics who are usually able to "manouver from {63 
4 on to position without ever going on record", it might be noted 

it also said such critics performod a very useful function and wore 

" Commended in that they often forced administrators and others to a 

y Oreful considoration of both their aims and administrative mothods 

yo otherwise be cxpocted. I can sce no reason why an economist 

Object to being labelled as a critic, and my enjoyment of such a 
4 

° e e e e 

ge 85 this would certainly be diminished if wo were all in perfect 

fy But in answer to the main argument, I should like to point out that 

» mMett, although he is opposed to collective direction, realizes that 

4 ConOMic system "has to be fenced in by a definite and modorately 

Ww, Set of trules of the gomo'," and that he would consider it “a gross 

it of Such an economist as Marshall to say that ho over did assumo pure 

NMiluted compotition." 

\h Actually, this means that such disagreement a8 exists between 

ayemett and myself is not really a matter of principle, but rather a 

yon of preference with respect to what kind of "rules of the game 

tee needed. That is, Dr. Bonnett is apparently willing to admit, as 

ty O8t all other economists, that we do not live in a world of pure 

iy “bead competition, that there are places where we must have some 

4° regulation or government ownership, and that there may be times 

sataces where it is desirable to equalize the competitive powers of the 

groups in our economic system. 

i 
ty 

ath 
\ 

T have no argument to raise with that goneral body of economic . 

Which we usually designate as classical or neo-classical oconomics, 

4 *th is perhaps best set forth in Marshall. It is the most useful 

1 t8istont body of theory and analysis with which I an acquainted. . 

{Stent is chiefly with those who read into ita general justification 

hy «existing economic order, or who seem to believe that classical . 

~, es is ossentially a moral code rather than a sot of principles which 

ty, Used to analyze results to be expected from the adoption of certain 

ty, Cs or which can be used to evaluate cconomic forces or influences 

Must be overcome if certain desircd ends are to be reached. 

t In fact, it has always beon a surprise to me that most of those who 

nye to follow the classical tradition and who are so strongly opposed 

Ny. USE of the centralizing power of tho goverment by farmers in 

iy °° obtain effective cooperation, are not the strongest advocates of 

‘, Vement to strengthen the bargaining power of the farmer groupe — 

811, one of the first assumptions of the doctrine of free competi~ 

ty, that the several parties have equal bargaining power or at least 

iy “ately equal competitive strength. If this cquality fails to 

‘tb secns to me that most economists should be strungly in favor of 

ent action to the extent necessary to restore it. 

‘ 
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‘yy That is, most of us have been taught economics and have thouga’ an 

Naf Competition between individuals, but I can soe no reason why the 

yey, Part of the classical doctrine cannot be applied equally well to 

Ny getOn between groups, assuming such groups have equal competitive 

th, As a result, it seems that ono reasonable solution to our 

{ 

,   
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t | 
it problens would be the use of the power of the Governnent in order 
‘toys obhen and cqualize bargaining power of the industrics or several 

, Ye groups within our economy, and that once these powers are 
Mae ed the bargaining process could operate as easily and in as 
ent a manner as it is assumed to operate in the field of individual 

istic" competition. 

BUG this would require that we sanction pressure groups, labor 
4 “ations, and the use of the Government in behalf of weaker groups 

ws migrant laborers, slum dwellers, and the great bulk of our farm 
in hon, and I well understand that very few of my friends who class 
4 “Ves as classical cconamists would actually agree with such a solu- 
‘ony HOY would, I am sure, argue that organization and governmental 
yy “tion can only operate to encourage inefficiency and would fail to 

| ty pate the unfit in that perfectly ruthless and merciless manner which 

Sel is so cleansing and beneficial. 

4 

‘ 

\ 
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iS ', But another of the great central assumptions of classical economics 
‘at the actual wreckage occasioned by competition and the elimination 
ty unfit will at all tinos be small or fractional. That is, it is 
“tg ty reasonable and consistent tO argue that inefficient workers, 
Neo ee farmers, and inefficient businessmen should be broke and be 

), ¢ to an inferior social and cconomic status so long as the number 
yy. Setually subjected to this process is so small as to be readily 

‘yd in the social stream. But when the stresses and strains in our 

4nd economic structure aro so severe and so persistent as to reduce 
"| {8 

t 

| 
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Yad eliminate workmen,.farmers, and small businessmen by the 

tS rather than by the hundreds or thousands, without offering any 
Yy tive opportunities or fields of employment, this assumption is 

by ods and I think that any reasonable economist can only agree that 

hy of government action is not only inevitable but also to be de- 

\ 
i) 4 In conclusion, then, I want to say first of all that I have found 

iy Metts paper extremely interesting and that it contains much with 
ty om in complete agreement. But we do live in a planned econony, 

sf We like it or not. In my opinion at least, the choice is not be- 
tyre enterprise and bureaucratic control, nor betwoen dismal collapse 

‘tg. euing prosperity, nor between free competition and dictatorship. 
“By? I suspect that we will continue to follow some reasonable middle 
» 9 that we will continue to compromise the several interests of the 
ty Soups which make up our social and economic structure, and that many 
iy, things which we now argue about most violently will soon be accepted 
‘i, vter of fact. The argument as to whether agriculture is entitled to 
Thige ADE to receive governmental aid has in large part been settled, and 

‘tings OF ® Bennett is to be complimented on the fact that he has devoted 
y ?derable part of his attention to the realistic argument as to what 
4 hat aid should take, for this is a ficld in which we need all the 

hat can be obtained. 

 


