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s A ALTERNATIVE AMERICAN WHEAT POLICY

X

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

Ny .

syslx months ago I rashly committed myself to discuss the subject,

. rmﬂ%eSsary in Our Economy to Promote General Welfare." After contemplating
nY for a couple of months, I felt impelled to ask permission to talk

5Tj %°Sperity versus Security." Permission was granted, and that is the sub-

tﬁmced on the program. After wrestling with that topic for a time, I con-
ity global, all-inclusive, philosophical discussions lie beyond my powers.
Y out permission, I shifted to a discussion of a somewhat specific topic -
{ d like to see adopted as a wheat policy in the United States, in the
h§t some sort of a policy involving an "action program" has become una-
%ihether it is desirable or not. But this is not altogether dodging the
rmmﬂﬁlly assigned. What I hope to do is to outline a particular change,
%hﬁhe ugderlying philosophy that gives it a justification, apd e;amine it
d%s %o its relationship to general welfare and to public policy in other
ﬁesﬁy at the outset that I am by no means clear that this scheme for wheat
fct "promote general welfare." Henry Simons, in his pamphlet A Positive
,@ﬁ LgisSez Faire....,indirectly defined general welfare (or more nar-
im;mmlc welfare) in terms of "larger real income, greater regularity of
%Hoand employment, reduction of inequality, preservation of democratic
m;m-"l Secretary Wallace said that general welfare,”.... from the ma-
fpnt'of view .... consists of a steady, balanced increase in the produc-
mtyslcal goods more evenly distributed among all the people, but not so
QiSbas go destroy the initiative upon which the incentive for wealth pro-
ased,"

Ny s
in§e§s of economic welfare are much the same, and I think that Simons was
ﬁ%fylng that "There is in America no important disagreement" that welfare
Y. 1S the proper objective of national economic policy. Yet there may be
ﬁ%nml conflict within a concept of economic welfare that calls at the
ﬁ%n°r larger national real income and for either steadier increase in
h%mof real income, or reduction of inequalities as between recipients of
ty S This conflict has often bedeviled me when I have tried to think

118 Berits of a proposed piece of legislation in the economic field, and
QQJE more to say about it later. At the moment, the point to be made is
hoheat policy shortly to be outlined would hardly seem likely to enlarge
2 real income or to maintain wealth-producing initiative. It might,
ﬂhfutribute to steadiness of wheat-growers' incomes; and it might lessen
r%fs between their incomes and those of some other groups. And I think it
. lebly be called democratic.

1 .

rm§?3pgrson singular of the pronoun appears pretty frequently in what.
8% is deliberate. It seems to me that economics, at least on the wide

lt&r
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lEé;m°$S, A Positive Program for Laissez Faire: Some Proposals for a
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border where it begins to overlap on politics and mass psychology, 15?5Lﬁ?$ﬁ:?@ taxes
described as "informed conjecture" than as science. And "informed ConJﬁah.gﬁﬁasil appro
perhaps more appropriately presented in sentences beginning "I think ttawﬁfﬁ%%bOW in ¢
than in sentences beginning with the coldly scientific phrase "It is €8 hnm & futy
that...." 0T abo
I
oyt |y

The scheme itself is as follows, briefly stated. Let the legislﬁtlonrﬂ?,?-M Dlan a
pealed which now involves soil-conservation payments to wheat growerss . ﬂ%h%sh?reSent
parity payments to wheat growers, loans to wheat growers on stored Whe;ﬁﬁtffm@ye exce
sidized exports of wheat and flour, and the possibility of marketing qr w%f%m SXeept -
have not yet been tried for wheat. But let the legislation involving celﬁﬁw | Per-bygh
ance for wheat growers stand, except to amend it so as not to restric Wmﬂ %J%y Promin
to growers who co-operate in the existing acreage-control program. olﬁﬂ’ b$3es u
be good reason to repeal the legislation which authorizes the present %eNQOalz ;
purchase program. mﬂ“'ﬂgdsin thr

In place of the legislation repealed, I would substitute legislatlgﬂmwzﬁf%;hibe e
which, in effect, the federal government would guarantee to registere_tﬂwswgﬁtoﬁ Wheney
ers for a period of at least five years in the future a sort of "hard]pwﬂZVﬁ%.aVe aga
minimum per-bushel return, conceived as a cushioning of the impact Of.etws ﬁﬁh;n stand
on producers' incomes, or a protection against catastrophe. Just ?0 tiosw g“h%phe," an|
up with ideals at present embodied in farm legislation, I would llket52p5 ) Yerity, n
Congress fix this depression level of per-bushel return to growers afiv€yw%.%%eW0u1d b
of average "parity price" of wheat in the three years preceding the awﬁiw%fwmnd
period to which the guaranteed return was to apply. That would mean atsab yﬁtQS&vepiﬁ
United States guaranteed minimum return on farms of about 58 or 60 ce? iﬂﬂ%ﬂﬁﬁrincom;

The minimum return, however, ought not to be a horizontal minimul m%wﬂﬁfﬁ%§€0 a 1i
all growers everywhere on all types and qualities of wheat. The legls baﬁdd ﬁe;g Power
to provide for establishment of a schedule of local guaranteed minlm&’lyso :%&ﬁt upon
average or normal geographical differences in farm prices and on BOF atP“}ﬂeﬁQMﬁers fa
millable wheat. Every farmer ought to be able to know, in advance, "™ gl P |ig ¥ & soi
bushel minimm guaranteed return he would get for sound wheat at hi® wﬁ@h?ﬂn has
of sale. uﬂ&ifﬁ@ 18 that

. s 1d be I'eq % of]? f:ﬁie eh bGYl

Any farmer who intended to secure the guaranteed minimum wou ot g 3,58, cep
register himself. At harvest he would make & sworn statement of the-amwﬂhrﬁ Uy ch.aQ
new-crop production, and of his normal acreage and normal seed remnruwwﬁeﬂ;%t 1ne
sworn statement would then carry a record of his sales, attested bY P Attwd kY Wortay
to amount purchased, price paid, and discount if any for unsoundne?iamteaid U Mpulat
of a crop year, the farmer would present a claim based on his O?Ttl ! whwdﬂfﬁmﬁeeumula
record of sales, for the difference between price actually recelVe laimsco ﬁ‘% IVE dire
normal quality and the minimum guaranteed return in his locality. ¢ Vmﬂdb% %{w Cannot
paid on no more bushels than his declared production less seed, and Laﬁmwzﬂ %slmat mar
only on the quantities that were actually sold at prices below the & Ty @il Uely pet,
minimum return. In the course of a given crop year when the scheme hisce ?%sﬂw mark
tion, the farmer could probably borrow from a bank on sums due hlP 0 egboagﬂfkrgto 60
cate. Anybody could calculate those sums. The purpose of denying P2 od WE Ty 8800 £
amounts grown for seed would be to eliminate an incentive to sell s€ ﬂf%%m get o
buy it back, with resulting uneconomic movement. ﬁpnw$ﬁ§%1%dd be

I shall not attempt to specify precisely what sort of an adminlstgzso,ZﬁPffwzgm Boa
be necessary; surely it would be no more cumbersome, and probably %Zapww?ﬁﬁéﬁww %n na
what we have now. Nor do I suggest how funds to pay claims shouldvenue’no“ ‘%%geogidt

other than to say that they ought to come from general federal T®
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ot
RN 18 taxes, Perhaps a revolving fund, susceptible of replenishment by Con-

W5l
lﬁztuf'y?-“eﬁsl appropriation, ought to be set up. On the assumption that farm prices
b tablls" "\eaeeﬁbi‘” in the crop year 1932-33 (38 cents) as they are likely to be in the
es hxim ® future, the burden on the Treasury in any year could be calculated at

.Ellch
price’ i* & dlan as this, of course, would differ from the present system in many
s |4 ' Present, the Treasury is more or less burdened every year whether or not

5 ¥ 1y € exceptionally low. Under this plan there would be no burden on the
Ny €Xcept when prices at country points fell below the specified level of

—
-

C‘l'ﬂ()

: '%atr(’l)he
4 Dl‘()spe

AN

of about 200 million - assuming a crop of 900 million bushels.

II

Per-bushel return to producers.

.ft&n;ery Prominent difference would be in the objectives or goals. The present
%y 'S up as goals parity price, parity income, a fair share of the national
i;?ardsg(.)als in my opinion comparable with the ambition of a sprinter to make

. In three seconds flat. The plan I offer would be much more modest. Its
& 4 be merely to soften the impact of low price upon the incomes of wheat

fl‘”henever low prices came. It would give them more protection than they

»

g

TS

o
f}tion Ve against resulting loss of equity and against sudden and extreme re-

1 Sfandards of living. I would call it an effort to "protect against
T
)

N and not, as in a sense the present system is, an effort to "guaran-
r1 y-.n

%
I' .
;OW(’Uld be no mention of soil conservation in the preamble of the legisla-
t ulq propose - no pretense that wheat farmers were being paid federal

Ni
] ithe(-)rs{ive the nation's soil. They would get money for the purpose of protect-

§, hcomes when those incomes most needed it. The preamble might appro-

a )
.igtiodgn 1fhaging° a little further, and speak of the desirability of enlarging the
e g | exeg Dower of wheat growers so as to obtain such favorable effect as this
;;113( 5‘3 3 grol‘t upon the non-farm industries that suffer when the purchasing power of
ot P g jfng-lhl“'ers falls very low. But this scheme would not be either actually or
usualp :t%s- & soil-conservation scheme. My conjecture, not too well informed, is

" ;ﬁgniZilOn has been overemphasized, made into something of a bogey-man. While

uifed i {3 08 that soil erosion is a real problem, I am not clear that remedies
red’y ofps gy Uch beyond education, demonstration, land purchase by governmental
imollﬂt' Thls '%Mie" Certain legal prohibitions of malpractices, and the normal grinding of
femgﬁasef f& by chinery that eventually involves improvement of crop rotationms.
pufl,t thede ?‘11 m;mPOrtant of all, the scheme suggested for wheat would not involve govern-
{cateaiofj;”!ve ;llplllation of market prices either of wheat or of flour. It would not
2 wheﬂuld?‘, 111uv01°°11mulation of wheat or flour stocks by governmental agencies. It would
{08 cOe #14, IVe direct governmental efforts to dispose of surpluses either at home or
Vould bed ‘Athe W tannot emphasize these points too strongly; the goverm{lent would not be
ilaraﬂte PN soleat market, My supposition is that market prices would involve transac-
s 1P ggrtifl f;:%r‘ Tily between private persons, right bgck to the flrst Purchas_e from the
y B3 %aa 5 ® market price might fall very low indeed. But when it had fallen as

y ~t0 60 cents at country-marketing points, the farmers would.have no
Jmigﬁeason for concern, because they would never get less as thel;' return.
.f“kset get only 40 cents in the price; plus 18 or 20 cents in their guarantee.

%244 be carried either by farmers or by traders, as they were before the

"j‘%fo &m Bogrd - but not by governmental agencies. Surplus disposal to low-

jﬁ,ﬂorelgn markets and to feed use domest@cally would probably be.easier than
“Hopg? for the simple reason that low price would be.allowed to influence use.
ould be counted upon to search out export business. A farmer could

155
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sell wheat at a very low market price and buy it right back again to use N

feed; but he could not get a price-supplementing payment on more bushels o»
wheat than he had to sell originally. ;
N
control other than what would be exerted indirectly by the level of guafaﬁ'fR
minimum per-bushel return to producers. This is the feature of it that mﬁ,.ﬁ
express at the ortset a suspicion that it is not a scheme likely to lea{1

larger national real income, though it might help to reduce irregulariti®

ho<x

A

disinclinati

2l sabotage -

rather sugge

dlon
Finally, this scheme would not have in it any element of production OF iy dollars he

€s of politi

hOI‘t, I conce
Uective dire
rately stab]

smooth cyclical fluctuations. tfiiie merely cc
The plan has no precise counterpart in any country, so far as I know: 15 ‘t'loi A. A'al\lgls]
like the British plan in providing a guaranteed.minimum return to producerif’was p:;ggr cl’
out governmental purchase and sale of their wheat; but it is unlike the ans %mdst}llpwiewl
plan in omitting a device whereby the per-bushel guaranteed minimum d{acllh; in
production rises above a specified level. It also differs from the Brltlsin: "And
in deriving funds from general revenue and not from a levy on flour that o But 1
flour prices to consumers. It differs from the Australian system in this ¢ And
also. Unlike the Argentine plan, it does not fix a minimum market price:fro; He q

does not permit governmental agencies to buy and sell wheat. It differs
Canadian plan in keeping government out of the stock-carrying, buying, 8
ing functions.

111

I turn next to the justification for presenting such a plan. Vhy bothew
it is not likely to revolutionize the existing system, and when it is a.ssef
I cannot wholeheartedly endorse - a sort of intellectual compromise? Thlill.
to call for an exposition of economic philosophy - or prejudice if you

I'yvl

L is not th
10 harm, Ac

EI have said
fEilre econo!
"-k°f competit
erely to crea
it{n to includ
‘lon,n not ™

|

) v\tlnt ervention
91 be the fas

I do not like economic planning, especially when it becomes economi¢ czuﬁsts built th
It makes me shudder to read words like Lewis Mumford's, when he speaks an AN tonsequent
", ...ultimately controlling and directing, in the interests of the com® |l theogies
the entire economic system" - and talks also about "....the socializa?l‘? 0 fross insul
natural monopolies, the collective control of quasi-monopolies, the wip? 100 | Mgy and und
inflexible price structures....the raising of real wages through tradeé ,nancf;ié of economi
pressure on one hand and through the expansion of vital public works, fhesﬁfiérstand £he
current taxation, on the other."® These typically New Deal phrases doub,vileé‘ ¥ fop laissez
in them much kindness of heart, certainly toward the so-called "underprltheir,j-': et
though not so clearly toward the so-called "economic royalists" whethel . sy ‘lng my vi
wealth is honestly earned or not. Such phrases seem to me to contain ’:ae than half
ness of head than kindness of heart. ,65;‘31:%3;1.11’@- But &

I shudder at ideas of ultimate collective control of the entire econoxi”;dy[:‘c\t tocsg;?g?]
tem beaause I am deeply convinced that such control means impairment Ofcie b { ey — those
vidual income-producing enterprise, and creation of domineering, .ineffl-c 8 fendine -
slow-moving bureaucracy that could not avoid putting brekes upon econo” ’ \;“' Torale &
ment. | "eayeratic

. ou

I have never been able to go along with those who used the words‘"per:lgé o
near to collapse" to describe the condition of the economic system 1B aordl
thereabouts. It has always seemed to me that our economic system is €%
narily tough. There is even a possibility that the system might be fun®
better right now if it had not been so solicitously tinkered with an
as it has been since 1933. I have great difficulty in believing that

’

the

; . . nd?
“Lewis Mumford, Regional Planning in the Pacific Northwest: A Memor?

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

%I‘ather suggests that nothing is as timid as a billion dollars, and that
on Orflrdn dollars has had a good deal to be timid about recently because it has
gual”aﬁ', s of political enemies.

(
at Iﬂatc.::ilort, I conceive that our economic system could get along very well with-
l?c’iﬁ1 .' lective direction," though of course it has to be fenced in by a definite
rit1®|Srately stable set of "rules of the game" which legislatures set up. The

tL?I'e merely gonfused by asserting that all legislation is economic plan-
1ow-1 i e A. A, Milne's shipwrecked 0l1d Sailor, we might conceivably be saved not
Dducer?,3w°n programs,” but by inaction. You will remember, perhaps, that this 01d
the Bf; %as shipwrecked on a desert island, and needed so many things that "....he
iecliﬁ; Wd think which he ought to do first."
1182
Eﬁat ¥ "And so in the end he did nothing at all,
his feé’ But basked on the shingle wrapped up in a shawl.
e, ﬂuw And I think it was dreadful the way he behaved -
1S fgcj_ He did nothing but basking until he was saved."
,, &0 ",
>? ifal is not that his behavior was dreadful, but that he was saved. Inaction

't 2 harm, Action might have caused him to fall off a cliff in the dark.

32~I have said is probably enough to indicate that the broad ideals of a

\Qf&%z economic system are the ideals that appeal to me. I believe in a

th@r’glik()f competition, a minimum of governmental intervention, as the system
0 Plaﬂ gnrely to create and to maintain a high national standard of living, using
;Tiis g ltm to include both goods and services. Observe that I say "maximum of
will‘ lon, " not "absolute prevalence of competition"; and "minimum of govern-
u At ervention," not "absolute absence of governmental intervention." It
ie coﬂt‘ st & the fashion among New Deal economists to say that the neo-classical
5 gbouel, n 8 built their theory on assumptions of pure and undiluted competltlor};
0% Wf t tonsequently, since - as everyone knows - we do not have pure competi-
108 it theories of the neo-classical economists must be wrong. I think that
,ipiﬂgﬂ ‘ngI’OSS insult to such an economist as Marshall to say that he ever did
e uﬂlocg iteul’e and undiluted competition. In any event, if laissez-faire is the
finﬁﬂsh\mé f economic planning, or economic control, or collective direction,
,ubtl?sefé N frstand those terms to be used nowadays rather widely, then my prefer-
'Privﬁii; ) °r laissez-faire. .
er 25 E :Drbeing my views, there would appear to be some inconsistency in suggest-
le ’mae than half seriously, a sort of an economic plan for wheat. And so
) 5;'v»:n0y.be. But at least the plan is one that involves a much smaller degree
onol{llzi, i 1110 control than we have under the prevailing system. It is not so much
of %nt “»}gto some of the strictures that Dr. Davis has directed against the pres-
ficlege;fi 2. -~ those strictures in which he described the subsidies paid under that
mi¢ a;s,s tending to "....have potent political influence...," "....%0 sap the
1:°b Torale...," "....to induce farmers to surrender too much of their free-
;eriloﬂﬁ '5"t Wequeratic domination.'™ A
193 gi' 1;;81‘ reason for broaching this plan is purely personal. lr. Wells, who
‘tf?g;iﬂg ¢ discuss this paper, has classified economists as "academicians,"
682" 4l b
adJqufeC :ﬂi 'ODavis, "Agricultural Problems and Policy," Address before the Republican
;hep ;:?, amﬂlitFee in summer conference at Northwestern University, Chicago, Aug.

;Md mrculqted in mimeographed form by that (;ommittee_z; reprinted in

M ) J:I‘al Policy, 1926-1938 (Food Research Institute, Miscellaneous Publi-
uary 1939), p. 451.
5




s
"reformers," and "administrators." In a subgroup of the "academiciansf{h%wﬂﬁirge natior
of economists who exercise their wits "....in the observation of economlndﬂ;% & deep-rc
havior in general, and the workings of 'action programs' in particular, &y ?;mrd smootk
usually are able to maneuver from position to position without ever gold &ﬁ:ﬁ?one would
record as to just what solution they think best."® Probably I am one © rﬁﬁ}%t oday who
"academicians"; by elimination, I must be because I am certainly neitbertmt% b is desir
nor administrator. This being so, I feel an urge to meet the implicatlonaw{;QOWS that o
maneuver or refuse to go on record. Similar implications seem to pop upigt’h €aterpris
frequently of late - as, for example, in papers by Tolley and J. D. Blac Yy, € writi
December's meetings of the American Farm Economic Association. wwfa fereq pri
But the weightiest reason for publicly suggesting a plan that I cannﬁ ém§°rt, I fe
heartedly support lies in a different direction. tpﬂI/‘I;IfWeigh far
The past eight or ten years have witnessed what is probably a permaﬁfyﬁﬁf% E:t 18 8
tial conquest of American public opinion, and of opinion of economists AR i ¥y perh
that are semi-socialistic. These semi-socialistic ideals, I suspect, ¢ ﬁ,ﬂh%sams 1dea
to be reflected in public policy. An economist with laissez-faire leénuziﬂgﬁwlre tl?e
think, can nowadays best satisfy himself and best contribute to public ¥, ®al inc
setting forth schemes that involve governmental intervention in econmmcwﬂﬂ
and embody semi-socialistic ideals, but are in his opinion schemes thﬁﬂhyw“
a minimum of harm. Perhaps the appropriate strategy of the economist Wﬂmldﬁx
faire leanings nowadays is not merely to register his objections to actoyﬁ . fap
proposed legislation with a socialistic tinge, but to offer counter-pro g-&m have .
which that tinge is not so marked. P@W}Dhcizswgza<
The semi-socialistic ideas that seem to me permanently incorporatedl%ﬂ“ oW of the
opinion are that, somehow or other, fluctuations in production and emphgﬂd e
and inequalities in the distribution of real incomes both between pers® s I reg 2? po
between occupational groups, must be lessened. I suspect that these slm%gfw ﬁto Sn ing
twins loom substantially larger in public opinion and in economic thlnkz, ﬁ%.yeglv? b
does the idea of somehow or other achieving a larger national real incmnswﬁ7%mmslénlﬁe;
For example, rates of taxation on the higher income brackets haVe]we;, efﬂfﬁre, I wi
up. It is easy to see that legislatures seek to avoid taxation of the ﬂ}dwqfs%ms
though they may not achieve it. The principle of using federal funds toeﬁﬂ’fﬁw N to me
the needy, and perhaps to go considerably beyond mere relief, is firmly am%ﬁ%eea ?tthe 1
lished, bhough the method of distributing the funds may not be. There > @ |l %11 al wi
and cry not only against true monopoly, but also against economic bigne 165 i%hm © Nuq&
monopolistic or not. The phrase "fair share of the national income" hﬁiﬁﬁs RUAN creatic
a vital role in funneling federal money into farmers' pockets. Bank @egmw%eﬁﬁtat tent. I
below $5,000 - not above that as yet - are guaranteed. We have a minlmhepﬁaﬁﬁhe u§Ven9€f
law, a Wagner Act, a Social Security Act. We have even witnessed, in twﬂwlf;ﬁi hsatlsf
vears, legislation that scales down federal payments to farmers who OF Aﬂol:i%SSiiaggl;

acreages, and scales up payments to farmers who operate small acreages%uﬁ'
these developments add up, I think, to a permanent shift in publictattlo
my opinion they are not likely to be reversed, but only perhaps trimt
torially emended, if the Republicans win the elections of 1940.

I cannot see that these developments reflect in any large degree a

JO, V. Wells, "Agricultural Planning and the Agricultural Economist’

of Farm Economics, November 1938, XX, 761. w&ﬁf
) it

3

o ‘
H. R. Tolley, "Contribution of Agricultural Economics ta the Generaﬂf
Journal of Farm Economics, February 1939, XXI, 9; and "Discussion by *°

ibid., pp. 25-30,
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%Srge national real income. But I have no trouble in perceiving that they
1%wa deep-rooted desire to move toward reduction of inequalities in incomes
1, T4 smoothing fluctuations in real incomes at least of the non-rich. Prob-

A one would be outside the broad current of public opinion and economic

ﬁ%yt9d&y who ‘would say, as Lincoln did: "Property is the fruit of labor;
1%018 desirable; it is a positive good in the world. That some should be
4 'S that others may become rich, and hence is just encouragement to indus-
i Caterprise." Even a trace of the sound core of these ideas is hard to
nﬁ & writings of the many economists who nowadays are so distressed about
\ hEred prices" and about what they call "monopoly" or "quasi-monopoly."

§

Y

-%t°r?, I feel that ideals of economic security for low-income groups at

0 Weigh far more heavily in public opinion than ideals of national prosper-
Jms hat ig so, then it seems to me that the economist with laissez-faire

) Day perhaps perform his best service by setting forth, as definitely as
mgsls idea of policies that take account of the yearning for security but
%ﬂéme time jeopardize least his own ideal of persistent trend-increase of

real income measured in goods and services.

IV

%FQ'I have spoken mainly about a moderately tangible federal policy toward

@Qgt.a wheat policy could not be expected to be enacted without complemen-
'y -1tles in other directions; wheat growers could not be singled out as the

l %W of the population on whose behalf a policy would be formulated.
W
ﬁp?Ws 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
%80 solve problems even in the relatively narrow field of agricultural ec-
JM' eF, in order to make some move toward addressing the question assigned
WHESSIOH here, namely the changes necessary in our economy to promote gen-
. tare, T will venture some remarks on general economic policy.

@%&ms to me clear in the first place that what is most needed now and will

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

B
p=7]

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

=4
D D
[~

5mb’The Number One economic problem of the nation is not in my judgment the

2% creation (or resurrection) of willingness of capital to seek produc-
}testment. Despite the pessimism of some prominent economists, I have no

=3
o <

A(%ft avenues for productive investment can be found in the future; people

thepzwwﬁ«eUnsatisfied wants, and technological progress can be counted upon. A

=
=
>

;&che political atmosphere such as to encourage risk-bearing would p?ob—
Q%;ssitate a change of administration and more particularly of inner-circle

= -
—
=

wwesecond place, it seems to me highly desirable, but not probable, that
g aministration came into power, it ought to perpetuate the slow relaxa-

[ Brriers to international trade begun by the present administration. But

“lgﬂy‘ % enlarge on this point.
ty

mwhethird place, I feel that the essence of internal natiopal economic
Bw%tﬂgeneral ought to be what I have called "protection against catastrophe,"

i,tral sybsidization of incomes of the large low-income groups of the nation
\ ® available in periods of acute economic depression. Relief of the needy,

)’Kvil?laglé, "The Need for 'Generalists,'" Journal of Farm Economics, November
) 7-61.
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1y SUarantee of prosperity." It seems to me desirable - and also inevitable -




160

. oob
whether on farms or off, ought to be guaranteed, and in large part by dlreiﬂe
eral subsidy. It ought to be assumed that periods of acute depression are ot
table, beyond the powers of a democracy to prevent. The major economic o
of government ought to be to lessen the impact of depression upon the largﬂw
groups inherently least able to bear the impact. So far as agriculture asriou
is concerned, I suggest that the scheme outlined above for wheat, with Vgo i
modifications, might be made applicable. But I shall not suggest how to &

i

In the fourth place, I feel strongly that the financing of federal Sussre5
for low-income groups should be from general revenue based heavily on or e
income taxes, inheritance taxes, and taxes on luxuries, though at times o Since 1
borrowing would be necessary. I should like to see less emphasis place” ., uﬂ.:hlfting <
tion as a method of economic control, especially control of large econof“ice ‘g pr, B
whether monopolies or not; and more emphasis placed on taxation as & dev ydf‘ight arg:
collecting revenue to finance subsidization of low-income groups especl? "?bitrar, ‘
ing depressions. M:‘ep illt‘)zrs;

A broad national economic policy of this sort would have disadvantagesé be(“}d hmanner'

&

element of rigidity, of inefficient use of land, labor, and capital, ¥ “ef™its op ST
jected (or perpetuated) in a system that needs flexibility and efficie® hasd
land, labor, and capital. To paraphrase other strictures that Dr. Dav sa 1 But dos
rected against the present systep of agricultural adjustment,®T would 5 v (¥ I‘athe;
broad economic policy outlined above would keep more people in uan'Od‘Elca % the
pations than the country needs there, and would hold down the per cap? s &C

. . . I hls sub
real income in the longer view.

—a

M As an 4
But the degree of disadvantage might well be less than it is under 68 MY in thzl
policy we follow at present, at least so long as that policy continue® g, 1 woant
discouragement of risk-bearing and continues to face more and more tovd epol i ang seco
participation of governmental agencies in price-making and marketing. = e o5 th co
I suggest would be superior to present policy in preserving democrati® : gt to 0 G
or at least in holding bureaucracy in leash. It would also share in pet the, whoat
advantages as the present policy has in equalizing incomes and softeﬂlngupef‘
pact of cyclical fluctuations of incomes. It would have the addition8; *
of being at once a long-term or permanent policy and an emergency polif FY

-5

xn
=3
=2

The crucial question in the operation of such a broad policy as I havfoW’l, The sugs
would be the level of the floors that would be put under the incomeS Olevglo"ng more .a,
groups. In wheat, the specific important first decision would be what Owayt‘ or pricc
minimum per-bushel return to producers ought to be guaranteed. I se€ L 085 ﬁ?‘%n’cs P
certain the most appropriate level in advance. Under present circumst??[ the‘f"ity of or 1
prevailing ideas of "economic justice," the Congress would probably f16 {83 our
too high - just as, I believe, the goals of parity price, parity 111021“8;9 uOJ
share of national income, and so-called "American standard of living .ustﬁ'«, A1though
too high both in agricultural adjustment and in relief under WPA; and Ja
age pension advocates put their claims too high. But as the tax burdenen’ou&1
national debt continued to mount, the Congress and the public might evl e1d be nec
decide that the floors under incomes would have to be lowered. Even’ﬁuanomic % the amo
tional and realistic compromise might be reached between ideals of eco %inion a
curity on the one hand, prosperity on the other. | % check
B X ;:ted that -
Op. cit. i“ther shou
Lon ayorge
Somlllablo 1
y ribute -
'.| And: as
lld&t Which ;
¢ financ

g
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g A DISCUSSION
131‘86“ ' p
e 88’
300 0. V. Wolls,
h v&r . e e s
40 i : Program Planning Division,
to 3 Agricultural Adjustment Administration
sub® '

nes o ¥ Since being asked to discuss Dr. Bennctt's paper I have watched
ced ?c #hifting or dovelopment of his title with considerable interest.

oo™ f“flg Dr. Bonnett's long association with the Food Research Institute,
alyd;:;gh’c argue that the shift rcpresents thc triumph of cnvironment over
\oitrary assignment. But I think it can also be interpreted as

pLer illustration of the fact that most of us are not planners in the
.’Uagesé #(¥ mamer", but rather that wo tond to discuss and deal with those

e “its or specific problems with which we are best acquainted.

a sy i But dospite the fact that tho discussion is in terms of a wheat
;ductivetihim rather then of "changes necessary in our economy in order to
pite #1% the general welfarc", it must be noted that Dr. Bonnett has not
!;‘d his subject. Instead his suggested program for wheat is seot
bfog;\; a5 an illustration of the mamner in which ho would apply a general
1 i .;Py in tho development of a specific program. And in discussing his
- I wont first to give some attention to the suggested whoat pro-
'and second to consider the gencral philosophy or attitude which

ticp uchides tho ontirc paper and which underlios his suggestions with ro-
paI’t e to wheat.
ening .
up
pal 8
»Olicy' I

e
1 g? 1. The suggested program is extrcmely simple, since it involves

*st o1 3&5 morc than the maintenance of a guaranteed minimum per-bushel
iz 120 wef 1% or price for commercial wheat. In fact, onc of the stronger

R - R R
nstaﬂces f\ents for the program is its simplicity as comparcd with the com-

5 1y of our current wheat progran.

1% fﬂlf
16088 g0
e" Qrit a!-:,. Although such a scheme might be administered more casily and at a
nd P Mt Jower cost than the current program, I question whether the
rdel atuaﬁ\: 8ges would be as great as somc people might expect. To begin with,
b eve y8 .‘11(1 be necessary to determine each wheat producer's actual sales as
ﬂtuznomic }as the amount which is normally used or should be retained for seced.
ec ,J Opinion at least, this would be about as difficult to detormine as
.2 chock acreage compliance under the present program. It is also
;“Ced that the minimum return ought not to be a horizontal guarantee,
ther should be set up in torms of a schedulo of minimum returns
‘i 0{1 average or normal goographic differences in farm prices for
Eomlllablo wheat. Such a schedule could be determined, but it would
. Utribute to the simplicity of the scheme, nor would it be too easy
S And, as Dr. Bommett himself realizes, thc questions as to the
‘_n 8% 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 currcnt crop insuranco"'oc‘
me and also suggests that there would be no good rcason for dis-
Wing the current land-purchase program, cvidently on the assumption
the purchase of submarginal wheat land is desirable from tho stand-
tOf long-timec adjustment. But the continuation of crop insurance for
SWOuld mean that normal yiclds would have to bo cstablished for all
hparticipating in the program, and that crop acrcages would have to
fcked in about the same mannor as under the current program. We aro
ﬁreod that the land-purchase program should be continued, but it

be notod that it is onc of thc more complicated of the progroms now
gadministerod by the Departmont. The location of the purchase arca is
A difficult problem; the process of actually acquiring title to the
b“ slow and involves a whole scrics of minor legal difficulties; and
Slocation or rcscttlement of the familics who are to be moved from
c“~ﬂrginal arca offers one of thc most difficult problems in the
Wtural ficld. Pinally, the rchabilitation and continuing manage-
ff the arca purchased offers a whole series of problems, some of which
Oth important and difficult. Strangely enough, the land-purchase pro-
iWhich can usually only mean complete governmental control of the arcas
r%d’ is the one part of the current agriculbtural program which is
Sl%y accopted and most often praiscd by those economists, of whom I
tlincd to think Dr. Bennott is one, who aro most opposcd to and most

d :
™ed about governnental interference or control.

%S?he currcnt loan prograoms for corn, cobtton and vheat are of course
hflons of essentially the samc idea as the guarantced price schome
%Qd by Dr. Benneott, cxcept that they operate through a different ad-
cfativo mechanism, and that they involve the Goverurent taking over
SModity in cases where pricos do not improve cnough to make it

b ¢ for the farmers to reclaim thoir corn, cotton or whecat. But

§ o, not at all certain that Dr. Bennett's scheme in actual operation
%fbviate the govermment control of surpluses in casc such surplus con-
L. to oxist. That is, if the acrcage of wheat continued at anywhore

%?@ current level with average or better than average yiclds and

” tontinued to increasc, I think it is almost cortain that the Govern-
h%uld be asked to holp dispose of such surplus stocks or to caso the

me adjustment burden, rcgardless of tho scheme which might be in opora-
MWOr, stated anothor way, cconomic analyscs and agricultural outlook
ants are not so altered as to justify or support the programs of the
bstural Adjustment Administration. In fact, the oxact reversc is a
hater stotement. The progroms of the Agricultural Adjustment Adminis-
Y arc continually being altered to mect the oxigencies or the problems

3
Cdby the currcnt agricultural situation.

II

y.As I noted at the outset, Dr. Bemmett!s paper is actually conccrned
hhmidontall~ with thc development of a wheat programe. In fact, he
8(31 N J P

f indicatos that he caunot "wholehcartedly indorsc" his own schemes

3

g is advanced in part becausc of a statcuent I once made and in part
ﬁﬁ ho is convincod that some form of govermmental interference is in-

% .3 and that he belicves the form which ho has suggested would be

ebQStructivo and more nearly in thc interest of the general wolfarc than
%% of the other schomes which are currently in operation or proposcd.
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" With rospoct to the critics who are usually able to "mancuver from j-8:3
%lon to position without ever going on record", it might be noted

1 also soid such critics performed o very uscful function and wore
%QCOmmendod in that thoy often forced administrators and othors to a

. Breful considoration of both thoir aims and administrative methods

%cmn otherwise be cxpocted. I can scc no roason why an economist

object to being labelled as o critic, and ny enjoyment of such a

%Ms as this would certainly be diminished if we were all in perfect

But in answer to the main argument, I should like to point out that
Wett, although ho is opposed to collective direction, realizes that
%?OHOmic system "has to be fenced in by a definite and modo?ately
xnoset of trules of the game!," and that he would consider it "a gross
1. of such an cconomist as Marshall to say that he ovor did assumoc purc
i1 yged compotition.”

\ B
¢

ﬂB Actually, this means that such disagreement as exists between
%?nnett and myself is not really a matter of principle, buf rather a
4. \°N of preference with respect to what kind of "rules of the ggme"
@Qst needed. That is, Dr. Bennett is apparently Willing to admit, as
%%T?St all othor cconomists, that we do not live in a world of pure
Ny “leal competition, that there arc places where we must have some
1,2 regulation or govermment ownership, and that there may be times
%?&ces where it is desirable to equalizo the competitive powers of tho
groups in our oconomic system.

&, 1 have no argument to raise with that goneral body of economic .
ﬁmrwhich wo usually designate as classical or neo-classical economics,
ﬁelch is perhaps best set forth in Marshall., It is the most useful
%wmmistont body of theory and analysis with which I an acquainted.
*t@mmnt is chicfly with thosc who read into it a general just?fication
%MSGXisting ecconomic order, or who secm to believe that c1as§1cal

Ries is ossentially a moral code rather thon a sct of principles which
QNQ“Sed to analyze results to bo expected from the adoption of certg;n
h%ms or which can be used to evaluate cconomic forces or influences
Mst bo overcome if certain desircd ends arc to be recached.

% In fact, it has always been a surprise to me that most of those who
%t% to follow the classical tradition and who are so strongly opposod
ﬁ% Use of the centralizing power of tho govermment by farmers in

i, © obtain effoctive cooperation, are not the strongest advocates of
m%@VEmcnt to strengthen the bargaining power of the farmer group.
ﬁqﬂll: onc of the first assumptions of the doctrine of free competi=-
%m? that the several parties have equal bargaining power, or at least
E%txlmatoly cqual competitive strength. If this cquality fails to

@%'it secns to mo that most economists should be strongly in favor of
tnt nction to the cxtent necessary to restore it.

tEmSTh&t is, most of us have been taught economics and have thought in
%%Sr competition between individuals, but I can see no reason why the
t%Q?Dart of the classical doctrine cannot be applied equally well to

%m&tion betwoen groups, assuming such groups have equal competitive

« As a result, it scems that ono reasonable solution to our
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2

h??3problgps would be the use of the power of the Government in order

n, Cngthen and cqualize bargaining power of the incdustrics or several

: mﬁlc groups within our economy, and that once these powcrs are

4. 2€d, the bargaining process could operate as easily and in as

ntent a manner as it is assumed to operate in the field of individual
“mistic" competition.

k iBut this would require that we sanction pressure groups, labor

4y “ations, and the use of the Govermment in behalf of weaker groups
3%Q§ndgrant laborers, slum dwellers, and the great bulk of our farm
%stlon, and I well understand that very fow of my friends who class
%nﬂwes as classical cconamists would actually agree with such a solu-
%Q They would, I om sure, argue that organization and governmental
Eliq.ven‘cion can only operate to oncourage inefficiency and would fail to
%fhte the unfit in that perfectly ruthless and merciless manner which

%el is so cleansing and boneficial.

i But another of the great central assumptions of classical economics
?t? the actual wreckage occasioned by compotition and the elimination
g%%unfit will at all tinos be small or fractional. That is, it is
%“i¥y reasonable and con81§tent to argue that inefficient workers,
?%slent farmers, and inefficient businessmoen should be broke and be
4.4 £o an inferior social and cconomic status so long as the number
%M? actually subjected to this process is so small as to be readily
ﬁhfd in the social stream. But when the stresses and strains in our
4, - and economic structure aro so severe and so persistent as to reduce
hﬁeand eliminate workmen, farmers, and srnll businessmen by the

%%“m rother than by the hundreds or thousands, without offering any
%Gmtive opportunities or fields of employment, this assuaption is

% .45 and I think that any reasonable economist can only agree that
MNOrm of government action is not only inevitable but also to be de-
)

i In coneclusion, then, I want o say first of all that I have found

3

ﬁ%%ndtt's paper extremely interesting and that it contains rmuch with

i *an in complete agreement. But we do live in a planned economy,
%QM'WO like it or not. In my opinion at least, the choice is not be-
ﬁqfrge enterprise and bureaucratic control, nor betwecen dismal collapso
ﬁ%gtlnuing prosperity, nor hetween free competition and dictatorship.
ﬁ%o, I suspect that we will continue to follow some reascnable middle

% » that we will continuc to compromise the several interests of the
*tﬁoups which make up our social and ccononic structure, and that many
ﬁaethings which we now argue about most violently will soon be accepted
?“%ttor of fact. The argument as to whether agriculture is entitled to
¢m$01ng to receive governmental aid has in large part becen settled, and
?%%f Dr, Bennett is to be complimented on the fact that he has devoted

n . derable part of his attention to the realistic argument as to what

)
A
R

1 hatg aid should take, for this is a ficld in which we need all the
t can be obtained.




