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^^■NATIONAL COUNCIL OF FARMER COOPERATIVES 

7hh Jackson Place, N,V[. 

ViTashington 6, D.C, 

STUvIULATING FOREIGN THAI 

By 
■ Homer l, Brinkley 

Executive Vice-President 

National Council of Farmer Co^/peratives 

Washington, D.C. • 

(10-U-5U) 

It is heartening tc see a body such as yours show sufficient interest in some 

of the oroblems cf cur international trade in agriculture to include the subject in 

your program. Tie have been greatly in need of increased interest on the part of 

such people, active as you are in research and the part of science in the solution 

of our many problems in this corplex industry of agriculture. 

It has been particularly true that in foreign commerce vfe have long needed the 

searching skill of the researcher. Those trained to examine, reject or accept on 

the basis of facts and facts alone, can add much strength in an area too long sus¬ 

ceptible tc influences more related to international politics and balances of power 

rather than balances of trade. 

It is no longer good enough tc say that since the problem is difficult, only 

the political e:cperts can be e:<pected to cope rdth it. Few subjects exceed in ap- 
t 

parent complexity that of international trade, yet it is a subject in wliich every 

person in America has an interest, even though it may be indirect. It is related to 

the problem of sound balance r.dthin agriculture, and thus sound balance betvreen the 

vaiiious segments of cur economy. It is benmd up in our relations v.'ith other coun¬ 

tries, and with their econom.c and political well-being. The prosperity cf farmers 

in this country is directly involved, and in that prosperity all the rest of the 

nation has a sizable stake. 

The situation in p:hich we find ourselves today, characterized in part by heavy 

surpluses of some commodities, various types of government contix)! and support pro¬ 

grams, and declining purchasing power cn the part of farmers, all may be related in 

A'dcL-ess before -aie'C^aduate School, U.S. Department of Agriculture - Lectui-e 

Series, October 6, 19$h 
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a greater or lef-ser degree to the impact of #iat is happening in other parts of the 

world now, v/hat has happened in the recent past, and what may happen in the future. 

It is a matter of record that the farmers of America performed unbelievable 

feats of pi’oduction during the past war. The end of hostilities was quickly follow¬ 

ed by the Korean var vrhich again resulted in the necessity of maintaining an expand¬ 

ed production, nith the pest-vfar period there developed a set of world-wide circum¬ 

stances which are still having, and will continue to have, repercussions on the 

faras of .{\merica. Among tliese situations v-as an expression of the war-time fears 

of famine and staiaration. 'This took form in efforts throughout the TK>rld to expand 

the prcducticn of fanii commodities. lluch of this, production was uneconomic and for¬ 

eign tc the experiences of farmers in the nations concerned but there was a wide¬ 

spread determnation to take no chances with continuation of the great scarcities so 

recently experienced. We have, therefore, a vx)rld-wide trend toward self-sufficien¬ 

cy in production of food and fiber. As production expanded, many countries found 

themselves with stocks of commodities in excess of their effective domestic demand 

and thus became immediately interested in finding export markets whenever and vher- 

ever they coiad. This kind of expansion can be attributed in no small degree to high 

war-time price levels, the unibrella-like effect of cur American price support pro¬ 

grams, and the public policy we have assume of acting as a residual supplier. Thus 

there developed cut-rate coiipetition in many parts of the v/orld tt our own agricul- 

t\iral products vvhich vie continued to produce in surplus and which we still produce in 

surplus; and whj.cn were isolated from world markets by a foreign policy that protec¬ 

ted foreign production until, their stocks vrere disposed of. 

It is not only difficu.lt but impossible for farmers to e:opand or contract pro¬ 

duction by pushing buttons and pulling levers. The crop and animal cycle is a slow 

one, and, added to the physical difficulties, there are the economic difficulties of 

reduced gross income when agricultm'al production is curtailed, and farm capital and 

operating costs remain high. 

This then has given rise to the developing of various types of agricultural leg¬ 

islation, and the controversies in connection therewith have provided a never failing 
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source of sharp discussion not onlj- for our commentators but also our politicians, 

our economists, farm organi7jations and farmers themselves. 

It would appear that v/e have two basic but different problems in agriculture. 

The first rela^/es tc the short-term aspects of •hnrhat do we do tc bring production 

more nearly in line with demand in the immediate future?", and second "what do we 

need to dc in order to permanently expand our agricultural markets, develop poten- 

:tial markets-, and keep agriculture as an equitable factor in the kind of djmaraic and 

expanding economy on viiich the future of this country’- and the rest of the vforld 

rests?". 

That is net to say that in tackling the short-term problem we are tc be con¬ 

cerned only with production controls and the adjustments that are to be raad-e within 

agriculture as between the various commedities. In that testing ground we should 

be concerned with laying the foundation for grappling vrith the second and more dif¬ 

ficult problem. Adjustments should be made not only in production as we are atteiipt- 

ing to do, but in the development of markets in a highly conpetitive field, and in 

working out the kind of program, based on coirpetitive pricing, that mil stand us in 

good stead as we reach into the more important area encompassed in problem No, 2, 

It should be said that important steps have, been and will be taken tov;ard the 

short-range adjustments in prcduction and market expansion. In the marketing field, 

for exampleJ^^■we have new domestic legislation wrhich will greatly strengthen our Por- 

' eign Agricultural Service in the Department of Agriculture, Ii^arket experts are 

being brought in, and our agricultural attaches in foreign countries are being reor¬ 

iented to the problem-S of marketing and distribution ratlier than production and the 

accumulation cf statistics, except as they may have an impact on distribution. This 

will help pave the -way for concentrated efforts cf private industry in the marketing 

field. 

It is heartening to see that those national and international agencies Avhich 

have been devoting much of their time and effort toward the sinple expansion of pro- 

iuction, without regard tc its economic utilisation, are taking a new look at the 

problem and are apparently coming to the realisation that ill-directed expansion of 
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production can be v/orse than none at all in certain fie3.ds« We appai’ently have con-* 

eluded in this country thax. if we are to con^jete in a conpetitive market, we must 

start with conpetitive pricing, and a significant policy change along these lines 

has been recently established in oitr government with respect to certain of our com¬ 

modity holdings. 

Under the Agricultural Trade and Development Act, we are able now to sell our 

surplus commodities to other countries for their own currency, with that currency 

then tc be used largely for foreign economic development, which, it is believed, 

may well result in tremendously expanding outlets for our production as it contrib¬ 

utes tc the economic growth and development cf those countries, increasing as it will 

their purchasing and consunption potential. 

Other legislation permits cur surpluses tc be used to aid the people of friend¬ 

ly countries and to relieve famine and distress in many parts of the iTOrld, 

^ ‘ "’e can now exchange our s\irplu.ses for strategic ra^.: materials to be added to 

our defense stock-pile, \7ith growing needs for such materials - especially iii per¬ 

iods of political stress, matched against growing shortages in this country - such a 

program acquires increasing realism, 

y.'e are taking a constructive approach in re-examining our tariff classifications 

and regulations with the objective that they may eventually be modernized and ad¬ 

justed to 'mQ.rket realities and thus facilitate our inportation of needed commodities 

in this countr|y and, at the same time, add tc foreign purchasing power. 

We are becoming more alert tc the problems which confront foreign producers in 

getting their products into our market on a competitive basis, and, increasingly we 

are urging that" they must adopt the same kind of selling methods and quality stand¬ 

ards which our oim people must meet, if they expect to find markets in this country, 

¥e should ui’ge too, that their own best interests will be .served by competing on 

grounds other than at the expense of their labor force. 

These are given only as illustrations of the increasing attention and construc¬ 

tive efforts being exerted in the international trade field and v;hich we believe will 

be of increasing usefulness in the solution of our short-term problem and provide 
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valuable blue-prints for the long pull* 

As we move into some of the problems involved in expanding cur international 

trade, we ai’o confronted by an almost incomprehensible maze of foreign restrictive 

policies of every kind and description. These have had their growth in many direc¬ 

tions and fcr many reasons. We mentioned earlier the urge for expanded production 

throughout the vrorld, and this, in turn, has contributed in considerable degree to 

widespread policies of protectionism and nationalism. These policies have been ex¬ 

pressed in bilateral trade preferences, quotas, multiple exchange regulations, taxes 

and various other aspects of protection. Before criticising some of these devices 

too severely, we need to recognize that the reasons given in many instances are pre¬ 

cisely those we gave in this country back in oiur eai-ly days as a nation and often 

much later. The need for protecting infant industry, for example, is one abcut which 

we mil hear a great deal as country after country moves tc expand its industrial 

complex. 

Inconvertibility of currency is another major road-blcck to the kind of multi¬ 

lateral trade we knew in the past, both in agriculture and in manufactured goods. 

One of the side-lights tc the problems of inconvertibility of currency has been the 

desperate effort to establish "convertibility'* of commodities, which has given rise 

to various complicated tj^es of "switch" transactions - barter, bilateralism, etc, 

Dolla^ shortages, too often resulting from an unbalanced internal production 

economy, and from unwise monetary and fiscal policies, have been also a major ob¬ 

stacle tc the exportation of goods from America, 

Of no smallconcern tc the exporter of United States agricultui’al products is 

the almost universal desire on the part of people of other countries to obtain our 

highly advertised and attractive processed consumer goods, and one of the contribut¬ 

ing factors to the dollar shortage in many countries has been the use of available 

dollar exchange for articles such as these rather than for raw agricultural commodi¬ 

ties or fcr capital goods which might well have been used to expand and diversify 

orcductivity of country after country all over the globe. Collar shortages actually 

are a lack of balance between demand for goods and the earning power to pay for them. 
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One of the greatest problems in the entire field is that of the so-called "one-^ 

crop" or "one-industry" country, where for generations its economy has been grounded 

in a single commodity, or a relatively small group of rawmaterials* Many of its 

commodities found their primary market in this country, and, during the war and 

post-war periods, we developed an insatiable demand for them. Rubber and tin can 

be cited as exajiples which have since found declining use, and also prices, in this 

country as we moved from a ivar-time to a peace-time economy, with consequent de¬ 

crease in the foreign supply of dollars to buy back our products. 

One •very disturbing and perplexing element in international trade has been the 

expansion of state-trading, which, if carried tc its ultimate extreme, would result 

in some very unfortunate aspects, so far as even our oym co\intry is concerned, ?fe 

hold the conviction that trading, both domestic and foreign, can most effectively 

be done by private industry, which has only one purpose in mind wl:iich is the maximum 

■exchange cf the world’s goods on an incentive basis, and that incentive is profit. 

State monopolies, on the other hand, are used for carrying cut programs of govern¬ 

ment aid, controlling consuipotion, providing public revenue, and in keeping v.dth the 

political purposes cf the state generally rather than of the individual. 

Most of the illustrations used above are the evidences cf, rather than the rea¬ 

sons behind, declining or static international commerce. Fi'om a long-time point of 

view, maMmum foreign trade in all types cf products, depends in great measure on 

productivity and greater per capita production. This is the foundation for greater 

purchasing powder on the part of the inciividual, for increased savings and capital 

formation, and for placing the products cf the v;orld into the markets of the to rid 

on a coupetitive price basis. Any restrictions growing out of limited general 

productivity must affect adversely the volume, the price, the source, and the ex¬ 

change basis of both agricultural and industrial products which can be sold in r/orld 
/ 

maricets. 

One of the most disturbing situations until recently has been the narrow ap¬ 

proach which our national foreign policy has taken v;ith respect to the solution of 

many of our difficulties in foreign trade. Far too much has been said and done about 
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various aspects of tariffs, tariff regulations, and the levei of tariff v’hen, as a 

matter cf fact, under modern conditions in most countries, the tariff may be one of 

the least ' i' the difficulties involved. Even in tariff .negotiations, v/e have in¬ 

variably been so concerned Tath our ovm guilt as charged by other countries, of hav¬ 

ing led in establisliing high tailff walls in years past, that vre have been more con¬ 

cerned vdth reducing cur ovni tariffs than in establishing a sound quid pro quo for 

general tariff adjustments. This guilt conplex has Extended in other directions and 

it is cne v.hich can do oiu' nation great disservice if long continued. Guilt com¬ 

plexes lead tc defensive attitudes, but in the field of international trade, no less 

than in the field cf v^ar, the situation calls for an aggressive attitude, and cne in 

which we seek to play our part in full measui’e in correcting, not only such of our 

own general deficiencies which really need adjustment, but in insisting that other 

correct their own. For examole, in the important field of convertibility 

of currencies, it v/culd appear that up tc fairly recently, we have spent far more 

time in thinlcing about superficial programs designed to furnish unilateral guarantees 

qP (j-^j'pgncv convertibility than we have in trying tc point the 'v/ay to other countries 

as to how they might bolster their own economy, establish sound fiscal policies, and 

assume their own share of responsibility in establishing an economic basis for cur¬ 

rency convertibility and thus facilitate the interchange of goods. 

Vfe iake a defensive attitude with respect to oui' ovm import quotas under Sec- 

tion 22 of the Agricultural Adjustment Act, which enables us to establish regula¬ 

tions against the inportation cf certain farm commodities with which we are well 

supplied domestically, in order to protect domestic price and income of farmers in 

this country," As a matter of fact, when we have failed tc render such protection, 

the U.S., under its program cf price supports, has found itself in a situation of 

draving cff supplies badly needed in other parts of the world tc augment supplies 

which we could not possibly use ourselves. Cynical sabotage of the principles of 

Section 22 could vrell resiilt in cur becoming the store-house for many of the surplus 

agricultural ccmmcdities of the vrorld along with our own. Our policies in this con¬ 

nection sh'-uld be explained and the reasonableness of them justified. 



< 

1-. 

i 
t 

I 



(stimulating Foreign Trade - Brinkley) (9-29-^U) Page 8 

lie have taken a non-aggressive attitude with respect to the protec tic n of pri¬ 

vate capital and investment funds in foreign countries, and have attempted to 
« 

develop, tc a considerable degree, domestic mcthcds of prctectic-n and guarantees 

rather than selling foreign countries on the benefits to them of investment capital, 

and instilling a desire to provide such protection as would attract and hold capital. 

¥e nave faildd to move decisively in advancing a program for private investment, and 

only recently have we begun to make aggressive motions in that direction. It is re¬ 

cently estimated that American business needs to invest about ^2 billion abroad every 

year to keep our exports at current levels. Such investment now comes to about .$7$0 

million in nev; capital, TO make up the difference the Government, thi*ough various 

agencies, is supplying Cl*3 billion - mostly in loans - tc the western world, 

'e would urge, therefore, that in those areas where our approach has been nega¬ 

tive that we become positive and aggressive - not only in our ovm self interest but 

in the interest of helping where we can to promote and expand the general world 

economy. Such a policy vrould cost less, rather than more, of the taxpayers* money 

which we have dissipated in so many countries of the world. Public money alone is 

not the answer and never vdll be the answer. 

There is room, however, for much optimism as we vieiv some of the long-term as¬ 

pects of international trade. Significant progress and marked inprovement have been 

made in many directions. In mid-year of 19$h} taken as a whole, foreign countries 

had billion more in gold and dollar resources than they did in 19U9. Unfortunate¬ 

ly much of these resoui'ces is sterilized in foreign treas\iries and transactions ex¬ 

clusive of America to bulwark their reserve operations, and trade with other countries 

rather than entcsring the stream of United States commerce. 

There has been some degree of liberalization in trading on some agricultural pro¬ 

ducts with non-dollar areas. A recent resolution of the Council of Hinisters of the 

OEEC countries urged the removal,-as soon as. possible, of I'estrictions inposed upon 

member countries on dollar imports. These countries are also substantially liberal¬ 

izing trade with one another. Budgets are more nearly balanced in these countries 

than in recent years and there has been an inprovement in the soundness of their 
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currencies. Basis for free convertibility of currency has been laid in important 

trading countries. Rationing of goods has been almost completely eliminated, and 

steps have been taken in many countries tc return trade in agricultural products to 

private traders. 

A -v© rld-Y/ide movement j.s gathering momentum torrard greater industrialization and 

diversification, particularly in under-developed areas. Latin America is on the 

march. Substantial economic progress and industrial recovery has taken place in the 

more advanced countries. A steady increase in the population of the Tjorld is taking 

place, and there has been a marked growth in the desire for a higher plane of living 

everyv-here. Based upon this broad foundation of in^Drovement, it uculd seem that the 

time is ripe for aggressive movement in many directions to capitalize cn the pro¬ 

gress already made and tc extend it still further. 

Vfe are convinced that now is the time for the adoption of greater export sales 

and promotion programs by agriculture. Food, feed and fiber products must be as ag¬ 

gressively marketed as automobiles, electrical equipment and other consumer goods, 

’■Je must use the facilities of commercial credit, and, where trading thixDugh 

governments is involved, the facilities of the Export-Inport Bank to extend longer 

credits in order to meet trade competition. 

’ie must, it seems, be thinking seriously about more conpetitive pricing, and be 

guided>in our production, to a greater extent, by market signals and incentives 

rather thajii by government edict. 

There is evidence of serious deficiency in our methods of insuring the quality 

of our goods on arrival at foreign ports. To build trade, exporters in agricultural 

commodities must lean over backward tc be sure that foreign importers get as good or 

better than they specify. 

Vlfe must maximize the use and opportunities of private industry in foreign trade 
/ 

■"even though for some time we must lean cn the various aids established by our govern¬ 

ment. 

It is apparent that in many of the under-developed areas of the vrorld their prin¬ 

cipal reliance for the time being must be on the exportation of raw materials. It 
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would certainly seem to be logical to exchange many of our farm commodities that are 

perishable and involve high storage costs for strategic materials wliich ai’e non- 
0 

perishable and can be cheaply stored. 

I.iany countries could make more productive use of our agricultural commodities 

than they cc'Uld of our dc-llars in foreign aid programs of various types, and possi¬ 

bilities in this direction should be closely examined, 

''^e need to intensify research on foreign market development and ccnsinner prefer¬ 

ence in foi'eign countries, and our own farmers and agricultural traders must see tliat 

these preferences are respected and satisfied, and particularly what in^jroved prefer¬ 

ences and expanded demands can be developed. 

Instead of promising more and more tariff reductions we should, in turn, urge 

on prospective sellers of goods from otlier countries to us, that similar research be 

done in our market preferences and ways and means of meeting legitimate conroetition 

in this country. We have done many coiuitries a grave disservice in constantly harp¬ 

ing officially on tariff adjustments as the key to cur markets, rather tnan concen¬ 

trating cn the necessity for exploring and meeting market needs by modem methods of , 

production and marketing. As a result, too many have relaxed and waited to see #iat 

we were going to do to put their products cn our maikets. 

In certain countries of the world, industry is characterized, and has been for 

genera^cns, by 3- philosophy geared to lov/ wages, protected markets and high per 

unit profits. In contrast, our own economy has been built upon the foundation prin¬ 

ciple that the best market for the products we make is the people who make them, and 

we have developed over the years ].ov7 per unit costs, low per unit pro .fits, high wages, 

jnaximum corpetition and maximum consumption. By no stretch of the imagination can 

a foreign conpetitor using antiquated methods of production and distribution, hope to 

match modern competitive methods developed in mass-production enterprises of this 

countiy, by tariff tinicering and preferences. More than that, we can not afford to 

allow f.ur economy to be reduced to the lowest common denominator of all the countries 

which trade mth us. Rather, we must help raise tlie level of their economy closer 

to ours. 
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At the very top of the list of the kind of aid -we mi^t extend, in our oum en¬ 

lightened self interest, to foreign countries, is that cf private capital investment 

- particularly in the under-developed areas of the vrorld. In these areas, character¬ 

ized by lov/ productivity and lov^ individual consumer pov/er based on a "one-industry • 

economy," usually c-.nfined t^ primary or rav; materials, there has been little or no 

oppcrtiuiity to develop the great ameliorating middle-class, such as we have in this 

country, having the capacity to accumulate savings and thus establish a broad di¬ 

versified economy able to develop the economic potential of the country and of its 

people and resources and extend its benefits. As a result, there has been little or 

no comprehension of the benefits to be accrued from private capital investment, and 

this, in turn, has led to increasing reliance cn government when capital is required. 

This then tends to create the socialistic chain of government capital, government 

marketing and distribution, goverrmient control, and even government production in 

some degree, and the liquidation of the middle economic classes. We would suggest, 

therefore, that those seriously and deeply concerned with the problems of inter¬ 

national economic development and trade, examine ever more closely the various 

politico-economic aspects of private investment and its proper use. Programs of 

self-help based on sound incentives and geared to proper national interests and po¬ 

tentials wo\ild go far to belie thie charge of economic colonialism v/hich many coun¬ 

tries fear may replace the political colonialism from vMoh they have so recently 

emerged. 

Coupled mth private investment of necessity mil be the e>:port of jnanagement 

and production know-how, and traj.ning of T,t)rkers and supervisors in technical skills 

and marketing. 

This villl involve far more activity on the part of our o^vn appropriate govern¬ 

ment departments and industry j.tself, in promoting the kind of indigenous management 

knovdedge and understanding conducive to the use of risk capital, both domestic and 

foreign, and in explaining the kind of economic climate that will be necessary both 

to attract and expand its use. Particular eirphasis should be laid on the necessity 

for internal protection by the inserting country of capital invested rather than too 
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much dependence on insurance or guarantees by our o-wn country. Exchange of informa¬ 

tion and the necessary research into various incentives which might be attractive to 

risk capital, should be explored Jointly. Programs of such nature should be sharp¬ 

ly defined as to their non-military character and objectives. 

Our ovm interna^, tax structure should be adjusted so as tc provide proper and 

sound tax benefits and incentives to investors from this country to meet the needs 

for investment in foreign development. While these should not be so attractive as 

to drain c.ui* ovm ccuntry of needed capital funds, the situation in the receiving 

country should be such as to encourage and promote retention of earnings to induce 

and promote the orderly expansion of investment by the plow-back system which has 

characterized the expanding economy of this country. 

It vvould seem also that, rather than relying on the General Agreement cn Trade 

and Tariff (GATT), there might well be established a different approach. GATT ap¬ 

pears to be more concerned with haggling over the vehicles of trade restriction than 

in attempting to promote more trade and a sound balance by methods other than tariff 

tinkering. Its further i:isefulness is in grave doubt, to say the least, except as 

it might serve as an international forum for the exchange of views and opinions as 

a more fundamental approach to the solution of trade problems. 

The regulation and control of United States foreign trade is vested in the Con¬ 

gress by the Constitution and should remain there. As a proper vehicle for a sound 

and broadly comprehensive approach tc our foreign economic problems, we suggest the 

formation of a Foreign Economic Board, After establishing policies governing for¬ 

eign economc relations, (and parenthetically we think, sound economic relations 

would quickly lead to sound political relations), the routine administration of our 

foreign econoraj.c policy should then be delegated to such a Board, This organization 

should be made up of the Secretaries of State, Treasury, Commerce, Agriculture, and 

Labor, and the Chairmen of the U,S. Tariff Commission and the Federal Reserve Board, 

the President of the Export-Inport Bank, and the American director cf the Inter¬ 

national Bank for Reconstruction and Development, Representatives cf private finance, 

manufactxiring, distribution, agriculture, and labor, chosen for their interest and 
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knowledge of* foreign trade and investment^ should also be included* Instead of hag* 

gling over the barter of economic for political favors, the sound approach for such 

a board would be to negotiate and direct treaties of investment, commerce, navigation, 

and friendship, country by country cn a quid pro quo basis, including various 

' phases of funt^amental economic policy such as investment, currency convertibility, 

internal monetary policy, and inter-related aspects. The multilateral aspects, 
I 

which are imoortant, should then be extended likewise on the basis of quid pro quo 

concessions of equitable and substantial nature, not merely cn paper* Its objectives 

should be to foster and promote equilibrium in the economic development of friendly 

nations as a basis for balanced trade relations with the U»S. and among themselves, 

I The result Yjould be to promote economic exchange and trade of products as a factor 

therein, and the in^Dortance of such factors as quotas, escape procedures, exchange 

regulations, fees and duties, and preferential treatment would fade as progress is 

made in establishing a soimd economic base for world-wide production and trade* For¬ 

eign trade always flourishes among prosperous nations, else they vrculd not be prosper 

cus. 

Among the more pressing needs of cur country is a scientific approach on a re¬ 

search basis inti;, the problems, and the reasons v/hy they are problems, of inter- 

^ national trade. Upon such finding we can then begin to build solid solutions. 

Among other pressing needs we should find some method by which we can put to a 
:> 

painful death the rash of £fl(.gans recently so prominent in trade discussions, Slo-^ 

f gans such as "trade not aid" - "we have to buy if we expect to sell" - "trade is a 

tvro-way street" - are all mo-aningless except as by-products of a healthy -world 

economy and they well may obscure the need for the kind of hard and painful rae-thods 

by viiich they may be achieved, and also the inescapable fact which must eventually 

become obvious - namely, that the job is not ours alone. 

- oOo - 
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NATIONAL COUNCIL OF FAIiliER Ca)PLRATIVLS 
7Uii Jackson Place, N.V/, 
Washington 6, D.C. 

STIj/IUUTINQ foreign TRADESrc 
By 

Homer L, Brinkley- 
Executive Vice-President 

National Council of Fanner CovpcT’atives 
Washington, D.C* ♦ 

(10-U-5U) 

It is heartening tc see a body such as yours show sufficient interest in some 

of the nroblens cf rui’ international trade in agriculture -to include the subject in 

youi' program. W'c Jiave been greatly in need of increased interest on the part of 

i'ucli people, active as you are in research and the part of science in the solution 

of our many problems in this corolex industry of agriculture. 

It has been particularly true that in foreign commerce we have long needed the 

searching skill of the researcher. Those trained to examine, reject or accept on 

the basis of facts and facts alone, can add much strength in an area too long sus¬ 

ceptible tc influences more related to international politics and balances of pov/er 

rather than balances of trade. 

It is no longer good enough -be say that since the problem is difficult, only 

the political e:cperts can be e:':pected to cepe r.lth it. Fer:r subjects exceed in ap¬ 

parent complc::d.ty that of international trade, yet it is a subject in which every 

person in America has an interest, even though it'may be indirect. It is related to 

the problem of scund balance iTi-bhin agriculture, and thus sound balance between the 

varicus segments cf cur cocnon^'-. It is be.mid up in our relations with other coun¬ 

tries, and with their econcmic and political well-being. The prosperity cf farmers 

in this country is directly involved, and in that prosperity all the rest of the 

nation has a sisable stake. 

The situation in which we find ourselves -today, characterized in part by hea-vy 

surpluses of some com:cdities, various t^TJes of government control and support pro¬ 

grams, and declining purcha;;ing power cn the part of farmers, all may bo related in 

T IwiiVe flic“"achMte Gchool, U.S. Department of Agricultui'e 

wfi ics, October 6, 

Lectui-c 
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a greater or lerser degree to the impact of ^at is happening in other parts of the 

world now, what has happened in the recent past, and what ma^r happen in the future. 

It is a matter of record that the farmers of America perfprmed vuibelievable 

feats of pi'oducticn during tiie past war. The end of hostilities was quickly follo^v- 

ed by the Korean ’.•ar wliich again resulted in the necessity of maintaining an e?:pand- 

ed production, vrith tho p«;St-v;ar period there developed a set of v.'orld-wide circum¬ 

stances which are still luiving, and will continue to have, repercussions on the 

fams of i\merica. Among these situations ras an expression of the v-ar-time fears 

of foiinlne and staj’vation. This took form in efforts throughout the rjorld to e:q?and 

the ^reduction of fam commodities, lluch of this production vras unecciiomic and for¬ 

eign t'. the exneriences of faimiers in the nations concerned but there was a vdde- 

srread deteniD.nation t.' take no chances with continuation of the greau scarcities so 

recently experienced. IVe have, therefore, a vt>rld-v'ide trend toward self-sufficien¬ 

cy in product,ion of food and fiber. As prodiiction expanded, i.iany countries found 

them.':elves iTith stocks of commodities in excess of their effective domestic demand 

and thus becaiae immediately Interested in finding export markets v/henever and rher- 

ever tiiey could. This kind of expansion can be attributed in no small degree to high 

7;ar-time price levels, the unibrella-like effect of cur American price support pro¬ 

grams, and the public policy we have assume of acting as a residual supplier. Thus 

there developed cut-rate coiiretition in many parts of the world tc our own agricul¬ 

tural productc which v/e continued to produce in surplus and which we still produce in 

surplus; and whicn wei’e isolated from vrorld markets by a foreign policy that protec¬ 

ted forci^;n piovhictioxi until their stocks were disposed of. 

It is .lot only di.fficul.t but impossible for farmers to e.cpand or contract pro¬ 

duction by pushing buttons and pulling levers. The crop and animal cycle is a slow 

one, and, added tc the physical difficulties, there are the economic difficulties of 

reduced [;ross income when agricultural pi-oduction is curtailed, and farm capital and 

operating costs remain high. 

This then has given rise tc the developing of various types of agricultural leg¬ 

islation, and the controversies in connection therevdth have provided a never failing 
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our politicians. 

our economists, farm organiriOLions and farmers themselves. 

It would appear that we have two basic but different problems in agricu?uture. 

The first relates tc the short-term aspects of 'hwhat dc we do tc bring production 

moi e nearly in line 'idtii demand in the immediate future?’*, and second ’'what dc we 

need to dc in order to permanently expand our agricultural markets, develop poten¬ 

tial narkets, and keep agriculture as an equitable factor in the kind of d^mc.ndc and 

expanding economy on which the future of this country- and the rest of the world 

rests?'*. 

That is net tc. say tint in tackling the short-term problem we are tc be con¬ 

cerned only vdth producticn controls and the adjustments that are to be made within 

agrj.culture as betv'een the various commedities. In that testing ground ■'■e should 

be concerned with laying the .foundation for grappling v-dth the second and more dif¬ 

ficult problem. AdjustnenLs should be made not only in production as ve arc atteiipt- 

ing to do, but in the development of markets in a highly conpetitive field, and in 

working out the kind of program, based on conpetitive pricing, that mil stand us in 

good stead as v'G reach into the more important area encompassed in problem Ife, 2, 

It sliould be said that impoi'tant steps have been and will be taken tov;ard the 

short-range adjustments in production and market expansion. In the marketing field, 

for example,^v;e have new ctomestic legislation v;hich will greatly strengthen our For¬ 

eign Agricultural Service in the Department of Agriculture. ISirket exoerts are 

being brought in, and our agricultural attachls in foreign countries are being reor¬ 

iented to the problems of marketing and distribution ratlier than production and the 

accumiilaticn of statistics, except as tliey may have an impact on distribution. This 

will heln pave the v/ay for concentrated efforts cf pi-ivate industry in the marketing 

field. 

It is heartening to see that those national and international agencies -which 

have been devoting much cf their time and effort toward t!ie sinrile expansion of pro- 

■luction, without regard tc its economic utilisation, arc taking a new look at the 

problem and are apparently co.iiag to the realisation that ill-directed exi:)ansion of 
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production can bn vwqo than none at all in certain fields. Wc appai-ently have con- 

eluded in this country th.-.l if v/e are to coinpete in a conpotitive market, T7e must 

start v-ith competitive pricing, and a significant policy change along these lines 

has been recontlj’- established in our government wi th respect to certain of our com¬ 

modity holdings. 

Under t’le Agricultural Trade and Development Act, we are able nor: to cell our 

surplus commodities to other countries for their own currency, v/ith that currency 

then tc be used largely for foreign economic development, v.iiich, it is believed, 

may well result in tremendously expanding outlets for our production as it contrib¬ 

utes to the economic gror.iih and development cf those countries, increasing as it will 

their ourchasing and consumption potential. 

Other legislation permits cur surpluses tc be used to aid the people r.f friend¬ 

ly countries and to relieve famine and distress in many parts of the world, 

"e can nov; exchange our surpluses for strategic ra;: materials to be added to 

our defense stock-pile, b'ith growing needs for such materials - es])ecially in per¬ 

iods of nolitical stress, matched against grovlng shortages in tliis country - such a 

program acquires increasing realism, 

b'e are taking a constructive approach in re-examining our tariff classifications 

and regulations with the objective that they may eventually be modernized and ad¬ 

justed to'market realities and thus facilitate our isportation of needed commodities 

in this country and, at the sane time, add tc foreign purchasing power. 

We are becoming more alert tc the problems v/hich confront foreign producers in 

getting their products into our market on a coitpetitive basis, and, increasingly we 

arc ui’ging that they must adopt the same kind of selling methods and quality stand¬ 

ards which our om people must meet, if they expect to find markets in this country, 

V.e slio\ild ui'ge too, that their oivn best interests will be served by competing on 

groimds other than at the expense of their labor force. 

These are given only as illustrations of the increasing attention and construc¬ 

tive efforts being exerted in the international trade field and which we believe will 

be of increasing usefulness in the solution of our short-term problem and provide 
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valuable blue-prints for the long pull. 

As we move into some of the problems involved in expanding cur international 

trade, wo aro confronted by an almost incomprehensible maze of foreign rectrictive 

policies of every kind and description. These have had their growth in many direc¬ 

tions and fer many reasons. We mentioned earlier the urge for expanded production 

thrcughf.ut the vrorld, and Lhio, in turn, has contributed in considerable degree to 

widespread policies of protectionism and nationalism. These policies have been ex¬ 

pressed in bilateral trade preferences, quotas, multiple exchange regulations, taxes 

and vui’ious other aspects of protection. Before criticising some rf these devices 

too severely, v/e need to reco^mize that the reasons given in many instances are pre¬ 

cisely those \/c gave in this country back in our eai-ly days as a nation and often 

much later. Tlie need for protecting infant industry, fer exanple, is cne ab-iut which 

we will hear a great deal as country after country moves tc expand its industrial 

complex. 

Inconvertibility of currency is another major road-blcck to the kind of multi¬ 

lateral trade v/e knev/ in tho past, both in agric\ilture and in manufactured goods. 

One of the side-lights tc the problems of inconvertibility of currency has been the 

desperate effort to establish "convertibility" of commodities, which has given rise 

to various complicated tjTjes of "switch" transactions - barter, bilateralism, etc. 

Dollap shortages, too often resulting from an unbalanced internal production 

economy, and from umase rcc^netary and fiscal oolicies, have been also a major ob- 

Stacie tc the exportation of gc>ods from America, 

Of no sii-aUconcein t- the exporter of United States agricultui’al products is 

the aLmost universal desire cn tlie part of people of other countries tc obtain our 

highly advertised and attractive processed consumer goods, and one of the contribut¬ 

ing factors t., the dollar srortage in many countries has been the use of available 

dollar exchange for articles such as tiiese rather than for ra\7 agricultural commodi¬ 

ties or for capital goods vrhich might well have been used to expand and diversify 

oreductivity of country after coirntry all ovei- the globe. Collar shortages actually 

are a lack of balance between demand fur goods and the earning newer tc Tiay for them. 
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One of the greatest problems in the entire field is that of the so-called "one- 

crop” or "one-industry" country, ^vhore for generations its economy has been grounded 

in a single commodity, or a relatively small group of rav;-materiaD.s. I4any of its 

commodities xcund their primary market in this co’uitry, and, during the war and 

post-war periods, v/e developed an insatiable demand for them. Rubber and tin can 

be cited as examples v:hich have since found declininf^ use, and also prices, in this 

countiy as we moved from a war-time to a peace-time econony, with consequent de¬ 

crease in the foi-eir^Ti supply of dollars to buy back our products. 

One ver}'- disturbing and perplexing element in international trade has been the 

exnansion of state-trading, viiich, if carried to its ultimate extreme, would result 

in some very unfortunate asoects, so far as even our oi^n country is concerned, Tfe 

hold the conviction that trading, both domestic and foreign, can most effectively 

be done by private industry, which has only one purpose in mind wldch is the maximum 

•exchange tf the world’s goods on an incentive basis, and that incentive is profit. 

State monopolies, on the other liand, are used for carrying out programs of govern¬ 

ment aid, controlling consuiaption^ providing public revenue, and in keeping with the 

political purposes ( f the state generally rather than of the individual. 

Most of the illustratic.ns used above are the evidences cf, rather than the rea¬ 

sons behind, declining or static internaticnal commerce. Fi’om a long-time point of 

view, maiximum foreign trade in all types c f products, depends in groat measure on 

prcducti^/ity and greater per capita producticn. This is the feundatien for greater 

purchasing power on the part of the individual, fer increased savings and capital 

formation, and for placing the products cf the v/orld intc the markets cf the to rid 

on a conpetitive price basis. Any restrictions grov/ing out of limited general 

productivity must affect adversely the volume, the price, the source, and the ex¬ 

change basis of both agricultural and industrial products which can be sold in world 

markets. 

One of the most disturbing situations until recently has been the narrow ap¬ 

proach which our national foreign policy has taken rath respect to the solution of 

many of our difficulties in foreign trade. Far too much has been said and done about 
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varl..U3 aspects cf tariffs, tariff rsEulatlons, and the levej of tariff rhen, as a 

matter f fact, under modern conditions In nvost countries, the tariff may be one of 

the least • f the difficulties involved. Even in tariff .neLOtiations, v,e have in- 

variably bom so concerned ilth our o\m as charged by other countries, of hav¬ 

ing led in erlablisl-iing high tailff viallc in years past, that re have been more con¬ 

cerned viiJi reducing cur (nni tariffs than in establishing a sound quid pro quo for 

general tariif udjustnionts. This guilt conplex has Extended in other directions and 

it is c ne vhich can d>. oui’ nation great disservice if long continued. Quilt coia- 

plexes lead tc defensive attitudes, but in the field cf international trade, m less 

than in the field cf v/ar, the situation calls for an aggressive attitude, and cne in 

Tillich wc seek to play our part in full measui'e in correcting, not only such of our 

OT.'u general deficiencies which really need adjustment, but in insisting that ether 

nations correct their ovm, ^or example, in the im(:iortant field of convertibility 

, cf currencies, it would appear that up tc fairly recently, we have spent far more 

time in thinlcing about superficial programs designed tc furnish unilateral guarantees 

of currency convertibility than vq have in trying tc point the vjay to other countries 

as to how they might bolster their own economy, establish sound fiscal policies, and 

assume their cv.ti share of responsibility in establishing an economic basis for cur¬ 

rency convertibility and thus facilitate the inteix:hange of goods, 

Vfextakc a defensive attitude with respect to oui' own import quotas under Sec¬ 

tion 22 of the Agricultui'al Adjustment Act, wliich enables us to establish regula¬ 

tions against the inportation cf certain farm commodities vath which we a^e well 

supplied domestically, in order tc' protect domestic price and income of farmers in 

this ccTUitry, As a matter of fact, when 7/e have failed tt render such protecticn, 

the U,S,, under its prof'r^m / f price s’lpports, has found itself in a situation of 

drav'ing eff supplies badly needed in other parts of the world tc augment supplies 

which we c^uld not possibly use ourselves. Cynical sabotage of the principles of 

Section 22 could well result in cur becoming the store-house for many of the surplus 

agricultural cemnedities cf the v.x>rld along 7/ith our own. Our policies in this con¬ 

nection sh' uld be e:q3iainoJ anci the reasonableness of then justified. 
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r;e have taken a non-ar^trossive attitude with resnect to the prctectirn of pri¬ 

vate fl3k capital and investment funds in forei(-n countries, and have abtempted to 

develop, tc a considerable degree, domestic methede cf prV tecticn and guarantees 

rather tlian selling foreign countries on the benefits to them of investment capital, 

and instilling a desire tc provide such protection as would attract and hold capital. 

We nave faildd to move decisively in advancing a program for private investment, and 

only recently have we begun to make aggressive motions in that directicn. It is I'c- 

cently estimated that American business needs to invest about C^2 billicn abroad every 

5’-ear to keep our exj-jorts at current levels. Such investment now comes to about $7^0 

Pillion in nev; capital. To laake up the difference the Government, through various 

agencies, is supplying Cl*3 billion - mostly in loans - tt the western vrorlcl. 

e would urge, therefore, that in those areas where cur approach has been nega¬ 

tive that we become positive and aggressive - not only in our own self interest but 

^in the interest of helping v/here we can to promote and expand the general world 

economy. Such a policy v/culd cost less, rather than more, of the ta^q^ayers* money 

which vre have dissipated in so many countries of the world. Public money alone is 

not the answer and never vlll be the answer. 

There is room, however, for much optimism as we vieav some of the long-term as¬ 

pects of international trade. Significant progress and marked inprovement have been 

made in many directions. In mid-year of 19$ht taken as a wliole, foreign countries 

had ^^8 billion more in gold and dollar resources than they did in 19h9» Unfortunate¬ 

ly much of these resources is sterilised in foreign treasuries and transactions ex¬ 

clusive of America to bulv;^rk their reserve operations, and trade with other countries 

rathicr than entering the stream of United States commerce, 

TJiere has been some degree of liberalisation in trading on some agricultural pro¬ 

ducts with non-dollar areas. A recent resolution of the Council of Llinisters of the 

OEIX countries urged the removal, as soon as possible, of I'estrictions inposed upon 

nenber countries on dollai* imports. These covuitries are also substantially liberal¬ 

izing trade v;ith «./ne another. Budgets are moi^ neai’ly balanced in these countries 

than in recent ;/ears and thcit; has been an inprovement in the soundness of their 
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currencies. Basie fn- froo cenvertibility of currency has been laid In important 

trading, countries. RatUnlng of goods has been almost completely eliminated, and 

steps have bean taken in many countries to return trade dn agricultural products to 

private traders, 

A vB>rld-vfide movement js gathering momentum tor/ard greater industrialization arrl 

diversification, particularly in under-developed areas. Latin America is on the 

raarclu Substantial cconomi-c progress and industrial recovery has taken olacc in the 

more advanced co\mtries, A steady increase in the population of the vrorld is Lr^king 

place, and there has been a marked growth in the desire for a higher plane of living 

every\'.here. B^ised upon this broad foundation of inprovement, it would seem that the 

time is ripe fer aggressive movement in many directions tc capitalize cn the pro¬ 

gress already made and tc extend it still further. 

We are convinced that now is the time for the adoption of greater export sales 

and promotion programs by agriculture. Food, feed and fiber products must be as ag¬ 

gressively marketed as automobiles, electrical equipment and other consumer goods, 

’le must use the facilities of commercial credit, and, vhere trading thi'ough 

governments is involved, the facilities of the Export-Inport Bank to extend longer 

credits in order to meet trade con^etition, 

’ '6 must, it seems, be tiii-nking seriously about more conpetitive pricing, and be 

guided'In our production, to a greater extent, by market signals and incentives 

rather than by govemment edict. 

There is evidence cf serious deficiency in our methods of insuring the quality 

of our goods on arrival at foreign ports. To build trade, exporters in agricultural 

commodities must lean over baclc.Tard tc be sure that foreign importers get as good or 

better than they specify, 

We must ma:cimize the use and opportunities of private industry in foreign ti'ade 

even thoiigh for some time ve must lean cn the various aids established by our govern¬ 

ment. 

It is apparent that in many of the imder-developed areas of the wrld their prin- 

cipa] reliance for the iinc being must be on the exportation of raw materials. It 
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would certainly aeom to be logical to exchange many of our farm commodities that are 

perishable and involve high sborage costs for strategic materials wliich ai’e non- 

perishable and can be cheaply stored. 

Iiany countries could make more productive use of our agricultural ccmniodities 

than they could of our dc-llars in foreign aid programs of various types, and possi¬ 

bilities in this direction should be closely examined, 

'■'e need t(i intensify research on foreign market development and censumer prefer¬ 

ence in foreign ccuntries, and our own farriers and agricultural traders must see tliat 

these nrefcrcnccs are respected and satisfied, and particularly what improved prefer¬ 

ences and e:<T)anded demands can be developed. 

Instead of romising more and more tariff reductions we should, in turn, urge 

on prospective sellers of gc ods from otlier countries to us, that similar research be 

done in our market preferences and ways and means of meeting legitimate competition 

in this country. We have done raar^ coiuitries a grave disservice in constantly harp¬ 

ing officially on tariff adjustments as the key to cur markets, rather than concen¬ 

trating cn the necessity for exploring and meeting market needs by modem methods of , 

production and marketing. As a result, too many have relaxed and waited tc see vAiat 

T/e were going to do to put their products cn our markets. 

In certain countries of the world, industry is characteidzed, and has been for 

generations, by a philosopliy geared to lov/ wages, protected markets and high per 

unit profits. In contrast, our own economy has been built upon the foundation prin¬ 

ciple that the best maiket for the products vie make is the people who make them, and 

we have developed over the years low ner unit costs, low per unit profits, high wages, 

maximum corpetition ani maximum consunption. By no stretch of the imagination can 

a forei(^ crm!)etitor using anticpiated methods of production and distribution, hope to 

match modern comnetitive methods developed in mass-production enterprises of this 

country, by tariff tinlcering and preferences. More than that, we can not afford to 

allo(i7 t lu* economy to be reduced to the lowest common denominator of all the countries 

which trade v/ith U3. Rather, we must help raise the level of their economy closer 

to ours. 
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At the very top of the list of the kind of aid we might extend, in our own en¬ 

lightened self interest, to foreign countries, is that cf private capital investment 

- particularly in the under-developed areas of the world. In these areas, character¬ 

ized by loTiV productivity and low individual consumer power based on a "one-industry • 

economy,” usually confined t;. primary or rav? materials, there has been little or no 

opportunity* to develop the rreat ameliorating middle-class, such as we have in this 

country, having the capacity to accumulate savings and thus establish a broad di¬ 

versified economy able to develop the economic potential of the country and of its 

people and resources and extend its benefits. As a result, there has been little or 

no comprehension of the benefits to be accrued from private capital investment, and 

this, in turn, has led to increasing reliance cn government vrtien capital is required. 

This then tends to create the socialistic chain cf government capital, government 

marketing and distribution, government control, and even government production in 

some degree, and the liquidation of the middle economic classes. Me would suggest, 

therefore, that those seriously and deeply concerned with the problems of inter¬ 

national eccuomic development and trade, examine ever more closely the various 

politico-economic aspects of private investment and its proper use. Programs of 

self-help based on sound incentives and geared to proper rational interests and po¬ 

tentials v/ould gc far to belie the charge of economic colonialism which many coun- 
, 'n 

tries fear may replace the political colonialism from vMch they have so recently 

• emerged. 

Coupled v.ith private investment of necessity will be the export of management 

and production know-how, and training of workers and siipcrvisors in technical skills 

and marketing. 

This will involve far more activity on the part of our ovm appropriate govern¬ 

ment departm.ents and induslry itself, in promoting the kind of indigenous management 

knov'ledge and understanding conducive tc^ the use of risk capital, both domestic and 

foreign, and in explaining the kind of economic climate that will be necessary both 

to attract and expand its use. Particular errphasis should be laid on the necessity 

for internal protection by the importing country of capital invested rather t)ian too 
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much dependence on insurance or guarantees by our oto country. Exchange of inforraa- 

tion and the necessary rcsoai-ch into various incentives which might bo attractive to 
0 

risk capital, sho\ild be explored jointly. Programs of such nature should be sharp¬ 

ly defined as U. their non-military character and objectives. 

Our OT/n internal tax structure should be adjusted so as tc provide proper and 

sound tax benefits and j.ncentives to investors from this country to meet the needs 

for investment in foreign development. While these should not be so attractive as 

to drain our own country of needed capital funds, the situation in the receiving 

country should be such as tc' encourage and promote retention of earnings to induce 

and promote the orderly ejqjansion of investment by the plov'-back system which has 

characterized the expanding economy of this country. 

It would seem also that, rather than rei.ying on the General Agreement cn Trade 

and Tariff (GATT)> there might well be established a different approach. GATT ap¬ 

pears to be more concerned rath haggling over the vehicles of trade restriction than 

in attempting to promote more trade and a sound balance by methods other than tariff 

tinkering. Its further usefulness is in grave doubt, to say the least, except as 

it mi£^t serve as an international forum for the exchange of views and opinions as 

a more fundamental approach to the solution of trade problems. 

The regi-ilation and control of United States foreign trade is vested in the Con- 

gress by the Constitution a)id should remain there. As a proper vehicle for a sound 

and broadly comprehensive approach tc our foreign economic problems, v/e suggest the 

formation of a Foreign Economic Board. After establishing policies governing for¬ 

eign cconomc relations, (and parenthetically we think, sound economic relations 

would quickly lead to sound political relations), the routine administration of our 

foreign econonu'e policy shrmld then be delegated to such a Board. This organization 

should be made up of the Secretaries of State, Treasury, Commerce, Agriculture, and 

Labor, and the Chairmen of the U.S, Tariff Commission and the Federal Reserve Board, 

the President of the Export-Inport Banlc, and the American director cf the Inter¬ 

national Baiik for Reconstruction and Development, Representatives cf private finance, 

mairufactxu'ing, distribution, agriculture, and labor, chosen for their interest and 
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knowledge of foreign trade and investment, should also be included. Instead of hag- 

sling over the barter of economic for political favors, the sound approach for such 

a board v;ould be to negotiate and direct treaties of investment, conmerce, navigation, 

and friendship, country by country cn a quid pro quo basis, including various 

phases of functamental oconr^mic policy such as investment, currency convertibility, 

internal monetary policy, and inter-related aspects. The multilateral aspects, 

which are iimpcrtant, should then be extended likewj.se on the basis of quid pro quo 

concessions of equitable and substantial nature, not merely cn paper. Its objectives 

should be to foster and promote equilibrium iji the economic development of friendly 

nations as a basis for balanced trade relations with the U.S. and among themselves. 

The result v/ould be to promote economic exchange and. trade of products as a factor 

therein, and the in^jortance of such factors as quotas, escape procedures, exchange 

regulations, fees and duties, and preferential treatment vrould fade as progress is 

made in establishing a soimd economic base for world-wide production and trade. For¬ 

eign trade alvayc flourishes among prosperous nations, else they would not be prosper¬ 

ous. 

Among the more pressing needs of cur country is a scientific approach on a re¬ 

search basis int<. tlie problems, and the reasons why they are problems, of inter- 

national trade. Ur^on such finding we can then begin to build solid solutions. 

Among ether pressing needs we should find some method by which we can put to a 

painful death the rash of sl(<gans recently so prominent in trade discussions, Slo-^ 

pans such as "trade not aid" - 'hve have to bvQr if v/e expect to sell" - "trade is a 

two-way street" - are all mo' ningless except as by-products of a healthy world 

economy and they well may obscure the need for the kind of hard and painful methods 
* 

by vfhich they may be achieved, and also the inescapable fact which must eventually 

become obvious - namely, that the job is not ours alone. 

- oOo - 
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FAEK I^OLICY^ SOl^S PROPOSALS FOR If'RROVSr-RHT^ 

3**^ /lX< V; « 
^ J. K. CralLraith f 

Professor of Lconoinics, Harvard University 

Farm policy, in recent times, has almost certainly heen a'source of dis¬ 
couragement to those who helieve tha.t, with thought enid energy public problems, 
hovjever iiitractpOole, can be ma.de to yield, however gradually, to solution^ 
There has been no time when discouragement was better justified than nov/. We 
have just come through another nota,'bly agonizing reappraisal of our farm 
policy. It began in early 1953 v/ith a year-long study of our frrm policy in 
vdiich the men of most experience and knowledge in these ma.tters v/ere c-.lled 
upon for their view^s. The people in general, a.nd the Congress in particular, 
v/erc promised that the result would be a now and fresh approach to this old 
and tired problem. The Congress, at the same time, spared no effort to inform 
itself. It sought counsel and advice here in Washington. 3y travel it ondcr- 
took to tap that unique source of v/isdom which v/ise politicians know to exist 
a,t the grassroots. Then, during the last session of Congress vie had full de¬ 
bate on the proposals offered by the Administration. Eventually these proposals, 
inta.ct in broad outline, wore enacted into laav. Then to make sure that no im¬ 
portant aspect of the problem had been missed, the whole issue vras carefully 
reviewed in the recent election. Surely, as a, result, something import-'nt v'a.s 
accomplished. Herein, it seems to me, lies the reason for the peculiar dis¬ 
couragement of the moment. Under the now farm bill vre can roason^'bl'r expect 
to have all of the troubles th-t wo had under the old ono. Despite "11 of the 
effort, which all of us must applaud, it can fairly be s-id th=t no substan¬ 
tial problem of past farm policy has boon solved. 

II 

The tost obviously lies in th'' faults of the old program .and whet happen¬ 
ed to thorn. There v/erc maniy criticisms of the progra.m that h^d been developed 
Xorior to the Agricultural Act of 195^- Those rangrd from the complaint thah 
it did least for those farmers who most needed help to the conviction that it 
did things for all farmers th-=,t the government shouldn't do e.t a,ll. Alterna¬ 
tively, it v/as believed to be working damage to the structure of the cconoray, 
the moral fiber of the farmers, or the spiritual fabric of the Rcieublic v/hich, 
although not yet Ahsiblc, v/as nonetheless decisive. However, for t"■sting the 
nev; farm program wc can properly p-ss over those fe.ults v'hich are based on 
ideological preference or individual va.luc systems or v;hich are still hypo¬ 
thetical. Attention m-y be restricted to those shortcomings which arc a. ms.tter 
of practical experience. Of these there v/ould seem to bo four which are of 
commanding im'port':=nco. I venture to suggest that there v/ould be consider¬ 
able measure of a,grcement on then. They are: 

(l) The Surplus Problem. Repeatedly in the process of 
supporting farm prices the government, through the Commodity Credit 
Corporation, has been forced to .acauiro largo inventories of 
products which it did not vi/=nt, for v/hich it docs not have & xol.an 

*A I'-cturo g'ivcn before the Graduate School of the U. S. Dcp.artmont of 
Agriculture. Dccc.ibcr 1, 1952.*?. 

< 
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for hr-MKllin;' -.ici disposin;;, -^ad which cost nor-oy to stor'', or, in si.r " ^p c- 
t'^cul r instances, cor.ldn't ho stor-'ri. host r‘C‘''nt Secret-ri'? of Ac:riculturr 
v/oni ^ meo''ibto;lly identify the sur^'-lus prohloa '-3 the v/orst of th.vir woes 
i nc^ r r,' Pt fen pro:'rs. 

(2) The Controls --rohlon. As surplus'^s oeceno ■■'-rPo.i-'.nr'^ssinn uno r 
p t ;r( r ns, it hecp,r-,o neccsserv to inposr; ncre-^.po pllot;ionts -i.ncl Tne,re:''ting 
qjLot o. Thoso involve e sizonhlo ■■i(3_ninistretive ?.pppT:'tu3 and ore otherwise 
unve-lco^ic. While th - experience is not entirely conclvsivo, it so.ens likely 
t’v't, ep-pb fror'; tch'^cco and cotton, they present a serious dilormn. Either 
tl: centrole are politically acceptable end not very effective, or they ere 
':^ff^ctiv- ^,nd politically disagreoehlc. The recent exiocriencc with controls 
ov r Uvert 'd er ^pe: ■-■nd its eb-ndonnont snin-n'-sts the nature of the difficiilty. 

(3) Thio Tredc Problon. Under past prOi^ms, export products hod 
to De subsidised if they were to naintain their place in v;orld ourkets. 
Cth'r'.'i,,o the supported price hone would nr-du'lly (or rapidly) retire the 
prc.lucts fron conpetition. Ir.noorts of products subject to the support-price 
pronrp-' hnod to bo linitod by quot'^ to keep the farr.rors of the world at larpc 
fron tekinr ''dventape of American nenerosity. These export subsidies -ind 
import quotas wore sharply in conflict vrith oi.r vencral pretensions cn trade 
policy. 

(4) The Discrinin'^tion Problem. The p~3t propr-r;s proo'ided a l":r'c 
measure of price sec^irity for wheet, cotton, corn, rice, tobecco, '^nd penuts, 
sli ehtly l-'ss i or d’'ir';’ products, sonie f'-’e.bs nd oilseeds, and no price 
o curit'e ■ t -ll for most oth^r products. As e r suit, a f-'r:..?r coa^ld have 
his r'w m-'tori--1 (feed) costs popped while his product v/as subject to the 
rirors of the open ;;prlcct. Prod'-icts in s^'.bstanti’.1 surplus, lik--. who"t, had 
their pric'-s pc.ppcd. hutritiona.-lly more important -alternatives or those which 
bett- r served the ends of soil 'and \'/"t.er conservation — the products of j^r^ss- 
l"nd -apriculture in p-rtic'u-l'er — cnjop'cd less or no price protection. The 
qm.rstion of whether 'c prodm.ct would receive support depended not on 10f;ic but 
on history, politics, mid the infinitely irmportant detail cf vrhethor or not 
it v/ould keep. 

Ill 

I hav" spoken of thes-e f-ults in the p-st t-'iisc. It is the ripcrotis b\,.t, 
I think, fair test of the new farm propr 'r' th-t it solves noiio of them. On 
two points there can be no arpaiment. The discrimination betv/cen o-'-'-sics .^uid 
non-b-'-'sics (or storablcs "nd perish-blcs) continues ■-•nd no one suppests that 
anything is done to cli-ineto it. Tho effect on intern^tion-1 tr^dc continiL-cs: 
it is the f-'--ct of support prices r'rth-er th"n their precise l"vc-l v/hich xi.'cos- 
sit-'-t."s export subsidies '■•■nd import restrictions. Th"t the supports arc 
"flexible" vail heve no effect. 

S'vt the twin proble.-is of s’'urpluscs ".nd of controls "Iso r -m-in untov.chcd 
unless, porcha.nco, one is willinu to Oiibracc some r-"the.r breatht^kinxi pro;oosi- 
tions in r-conom.ic th.iory. Tho prospective reduction in prices under the now 
fl'jxibl'" supports is rel-'-^tively slix.ht. For tho next two or three years it 
v/ill be non-existent in the ease of tobacco, nominal for cotton, "nd percept- 
Ibl’" only in tho case of v;hc"t. (in 1955 wheat support prices will drop by 18 
cents fro'’> 52.24- to $2.06 a bushel.) Durinp: tiv- c oner os sional debates, ajid more 
..■spoci--'lly d'oriiv.: the recent c-'amp-aiun, it w"3 omph-asized thet no f'-'rmer v/ould 
bo "hurt" by the nev/ program. 
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It scans likely that no one will "bo much Imrt. And since there will he 

little or no pain there can ho little or no effect on production. Even in the 

oxtrnno ease of whe^t, no one can really suppose th^t cinhteon cents a. bushel 

v.dll r'l'^.kc nuch of ^-^n appreciable difference in output, do know tha.t in ayri- 

culturo th" supply response to price reductions can bo small, and that it is 

likely to be snail or oven noyliyible for products like v;ho?.t v;hcrc product 

substitution in the inport'^nt producing arc-^s is a.t sharply incroasiny rates. 

i'or is there a,ny chance that such snail or nominal changes in price v;ill 

briny an apprecia^blo increase in consumption. The surplus cor:noditics arc in 

yoncral those for which denand is inelastic. An olenent of faith seor'is to lie 

behind the notion tha.t the new progran xdll clininate or nitigatc the surplus 

problen. Hov/evor, as it has been truly s'-.id, faith v/ithout the rcq.eiisitG 

elasticities is not enough. 

If the nov/ progran offers no cure for stirpluses — if it docs not affect 

these one v/ay or another — then the problem, of controls ^iso r-Uiains unsolved 

and initouchcd. If surpluses grow under the now prorram, ad:-„iinistraders v;ill 

still f'acc the ineluctable choice between lotting then g'rcw still r'orc, putting- 

on effective controls which night put the adninistraters out of office. 

So after two years of notable effort, a.ll of the past problcns of our farn 

policy arc still v/ith us. The farn progran is still in conflict with the trade 

policy. There is still a severe — I v/ould nysclf say indefensible — discrimi¬ 

nation between different producers. The surplus prcblcn is untouched. As a 

result, the need for controls remains and the dilcnrua they present is unresolv¬ 

ed. This is why, I sugggest, that this is a discouraging tine in the history of 

fa.rn policy. 

In this ^-adhering of civil servants there is no one, I a.r.; sure, v;ho will 

have partisan objection to ny analysis of the Agricultural Act of 195^ or wb.o 

will derive partisan sadisfaction thorcfror.i. I suppose I could seen to bo 

criticizing the Republican Administr''tion which vr^'S responsible for the progran 

under review. But if there is a clandestine Dcmocr^’d within the sound of ny 

voice, let no renind hiei thad the faults v/hich the Ecpi\blican Adninistr-^tion 

failed to correct were the faults of a Donocradic progran. 

IV 

The reasons v/c h.avrj tried 

tivc. Oddly onoUt,h, no effort 

progr-’ns. These were ignored, 

goal which was deonod good and 

good, it was t-dron for granted 

There v/a.s no roa.son to believe 

so hand and accomplished so little arc instruc- 

was made to correct the fa-ults of the past 

Instoa.d, the nev; program v;as designed around a 

desirable in itself. Because that goa.l S'-'cncd 

that pror.-rcss thcretoward v;ould solve all problcns. 

this, but it was believed nonetheless. 

This discussion takes as given the level of aggrog'^do demand. If during 

the next crop yoa.r, crop conditions being given, we should have a strong, 

doncstic demand coupled v/ith a. good ojq)crt market for v/hc't --nd cotton, then 

the surpluses will fall. This will be true with the nev; system of supports; 

it would have been true under the old. If dno'ing the coning yean uncnploj/'ment 
grows, domestic dorv-nd becomes increasingly anaemic, and foreign doreand de¬ 

clines, then the surpluses will become more serious, whatever the level cf 

support. The movement in demand, not the difference bctv/ccn flexible a.nd rigid 

prices, will be of determining effect. 



_ 4 - 

The £oe.l vp.s ° nost'^l.'hc one. It v/'^.s th.c traditione.l pricing. erran^’C- 

nents of the free n-erkot. The notion th-’t this nerket is the norn in ccononic 

polic7 is deeply inprinted on our y.'.inds. The economist, no less thp.n the 

l^ynen, falls easily into the he.hit of r.iakin.:: '-'ppp.rent pro-press towerd the 

free narket the ri.ep.snre of econoriie v;isdor;. That v/.as the test thet v/as 

inplicit in the recent far:"', hill* It will scprccly he ar,"a.cd that the najer 

notivation was the escape fron the sccninp a.rtificiality of fixed or rigid 

prices for hp.sic products hack tow'**rd the scening np.turalnoss of prices that 

rose -nd fell v/ith supply in the r.iannor of the classical na.rket. It w^s not 

possible to go .all the way to the clessical narket for re'=sons that v/crc eco¬ 

nomic as v;ell -s political. To lia.ve .ah^ndoned price supports for wheat, for 

example, would have c.^ris-^d not only an int':"rosting political offcrvcsconce hut 

it would h-vve threatened a fall in farm incone on the Groat Pl.^.ins, v/hich even 

ardent opponents of price supports v.^ould not h^.vc contcnplatod v/ith conploto 

equanimity. 

The case for or a-ga.inst the fr'-e n-rkot is not at issue hero. I v/ish only 

to stress tha.t stops, ro^l or apparent, tow^rfl the free nar’cet do not solve the 

exigent prohlcns of fa.rn policy. Uor w’s there ever a.ny re-''son to think they 

vrould. At any tine in the I'-’.st ye^r or so dot.a.ched viev/ v/o.uld have shown 

that the ronedial of the flexible prices, so far ^s our fern troubles are con¬ 

cerned, is approximately z^ro. 

V 

Our resistajicc to the lessons of exp':'rienco in farm rntters is cxtr-iordi- 

narily high. Accordin,vly, wo cr.n have no ,reat hope tint ";uch will bo lo'''rncd 

fron the misspent effort and the dis'-ppointnep^t of these l^st two years. One 

reason is that our a.pproach to far"! policy is now essentia.lly theological. I'ith 

Pcpublicans, a, few heretics fron th.-? wide sp'-ccs -^part, flexible supports, how¬ 

ever inflexible, ara rapidly bocorujig a rnttcr of f~ith. The Democratic P-rty 

now avows its support of ninety per cent with a,t Ic 'st a,s much religious fervor 

as it opposes sin. The position of cconornsts is not j^reatly different. Defense 

of the free market cither as such or under th.c more sophisticated euphemisms 

of "the need to let rel-ativc prices do their job" or "the necessity for uni.m- 

paired resource allocation" has achiavod the st-.nding of a roli^gious rite. (It 

is also increasingly v/ha.t marks a schol"s -a.s honest, penetrating, forthright, 

r-'-sponsiblc, compct''nt, and decently conservative in his approach to economic 

policy.) These attitudes •— the notion that fa.rr.: policy is the province not of 

economics but of canon law — arc not helpful when it cones to learning by our 

mist.akes and ou.r r;isfortunos. Kisfortunc, for the devout, calls not for intro¬ 

spection but for rt^e.ffirma.tion. 

Still, if only as purely intellectual exercise, we might contempl-'.tc the 

lessons of the recent ''xpericncc. There apQ \,yjQ of a :;inor sort which I might 

mention in parsing. Before an-C -ft^r the election in 1952 ^nd through, much of 

1953 there v.e^.s considerable hope that we rii-ght find so:'.o m-rvelously new formula 

for solving ouj: farm troubles. The President repeatedly expressed such a hope. 

We veerc told that the best minds vovo at vrark. As a r suit, something new as 

w^ll as better woul I be forthcoming-’. 

Cf. for example. Turni.y.' thg G-'Tchlir ht pn P'gr’e Policy (The Fa.rr: Fceinda- 

tion, 1952) am.d -ly com,: entar:’, "Sconoac Preconceptions ' nd the farm Policy," 

Ar'arica.n Dconomic R'm^_i_21L-.(^'^'^^ch 195^) • 



As everyone knows, the program that finally emerged vms very like the 
program of 194S which was already on the books* This should have surprised no 
one. There vras never a chance, and there is now none, that the farm problem 
will be solved by a nevj idea of breath-taking originality and brilliance. This 

is an area where social innovation is confined by social institutions. This 
means that the brilliant nex^ idea must be consistent with our attitudes toward 
government, property, and the rights and immunities of individuals in general 
and of farmers in particular. Something in the wa3'' of precedent must be cited 
to show that the idea is not x»fholly hair-brained. All this bSing so — and no 
doubt it is irell that it is so — the chance for a great nexv idea that will 
resolve our problems is nil or practically so*. The farm problem will be solved, 
if at all, by the painstaking, and above all the objective, use of what we 
already know, 

'/e must also be on guard against the habit of testing all proposals by 
whether they provide a perfect solution. The past farm program has been regu¬ 
lar Ij'" impugned for the problems it creates. The surpluses, the controls, the 
interference with trade have been cited to prove that it is wholly bad. The 
efficient way in which this program cushioned the decline in farm exports 
since lS^l-^2 — a decline of no less than 54 per cent in the case of wheat 
in two crop years — is cormonl'f ignored. For are the shortcomings balanced 
against the support that has been given to farm income and to the prevention 
of social tension and hardship in the farm areas. Nor do such critics observe 
that the past progr<ejn has been one of the important built-in stabilizers for 
the economy at large. 

Progress reouires that x^^e be better prepared than in the past to strike a 
balance between good and bad. shall find few, if any, reforms which are 
totalljr good. We must learn to accept those for ivhich the advantages outweigh 
the disadvantages. The fact that in repairing some shortcomings others are 
added is not decisive. The decisive consideration is whether there is a net 
advance. 

But the most important lesson the recent past concerns the orientation of 
our efforts to reform and improve the farm program. If we are to make progress 
and if vre are to be sure of malcing progress, we cannot organize our efforts 
around abstract goals. Free markets, uninhibited resource allocation, lessen¬ 
ed reliance on price fixing, however much they excite our affection, are not 

a promise of improvement, Hor do firm, guaranteed, or rigid prices have intrin¬ 
sic virtue or shortcomings. If X'/e are to make progress we must organize our 
efforts around definite remedies for specific faults. Given the problem of 
surpluses, or controls, or discrimination, or trade x-^e must start by asking 
Ourselves, simply and directly, what measures will solve these problems and' 
at i/^hat price in the form of other disadvantages, This means, of course, that 
we accept the principle of support to farm price and income. We address our¬ 
selves to ways of removing the oppressive problems x»fhich now arise in course 
of providing such support. 

Until farm policy is approached in simple, non-theological terms such as 
these, I doubt that we Xtfill make any progress. Let me illustrate this approach 
in relation to the shortcomings of the past programs x^^hich unhappily continue 
xinder the Agricxiltural Act of 195^* 
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Much of our present trouble obviously arises from the particular technique 

of support whicli v/e presently employ and which remains uiichanged under the new 
legislation. The interference with foreign trade Is the result of supports 
which prop prices above the world price. I'Joreover, it is in the course of 
propping prices that the government acquires stocks. This techaiique, therefore, 
is responsible for so much of the surplus problem as is associated Td.th tovern— 
ment ownership of stocks. And since the feasibility or impracticability of 
government storage is an important cause of discrimination, the supiDort tech- 
nioue also has a bearing here. 

This means that a change in the support technique the abandonment of 
props and the substitution of a method whicli would allow prices to find their 
own level and provide direct payments to bring them up to the standard (l.e., 
90, 32 1/2, or whatever per cent of parity) would be a substantial reform. The 
trade problem would disappear. Since domestic prices would not be directly en~ 
hanced, the American exporter would be under no handicap and the domestic market 
would not be artificially attractive to the foreigner. Also, discrimination 
between storables and perishables would no longer be tedinically necessary} ob¬ 
viously the prices of pork or butter or eggs can as readily be supplemented bj^' 
direct pa^anents as the price of wheat or coi*n* Since government loans or pur¬ 
chases are not used to peg prices, the surpluses do not become the,property and 
hence the peculiar responsibility of the Secretary of Agriculture. 

Meanwhile, the protection accorded to the farmer would be substantially the 
same. The payments vrould compensate for adverse movements in his terms of trade 
in times of declining aggregate demand — perhaps the major rationals of the 
farm price program — and the economic stabilization effects of the present 
system are preserved and possibljr enhanced. ^ 

These are formidable gains. However, not all problems are solved, and these 

are not undiluted gains. The incentive to produce remains unchanged, so pre- 
siamably, the production will be as large as before. Large production of a 
product vrould manifest Itself not in government purchases as before, but in low 
market prices aiid proportionately increased payments to give the farmer the 
guaranteed prices. In effect, migraine induced by a surplus nroblem moves across, 
the Hall from the office of the Secretary of Agriculture to that of the Secre¬ 
tary of the Treasury, 

Since the surplus problem remains, so does that of controls. To keep costs 
down, some way must be found to prevent the undue expansion of unvmnted crops. 
There is a chance that the nev/ technique of support vrould ease the control 
problem — for example, the supplementary pa;;'Tnents could easily be denied to 

•2 

•^The proposals submitted to the Congress in the vrinter of 19^9 that came to 
be Icnown as the Hrannan Plan v/ere narrower in their application and hence in 
their effect. Storable products would still have been propped under the Brannan 
Plan; only perishables would have had supplementary payments. As a result, the 
Brannan pro]oo8als vrould not have much affected the trade problem — most export 
and import products are storable — and government accumulation of storable sur- 
nluses would still have been rsnuired. Mr, Brannan’s attack 'was, essentially, 
confined to the problem of discrimination as ''/ell as to the peculiarly difficult 
job of handling perishables li’ce potatoes and butter v/here gtorage, though im¬ 
possible or expensive, is nonetheless forced by Congress, ^The cost of sustain¬ 
ing farm income is shifted from the consvimer to the Treasury vrhich,in times of 
receding aggregate demand, means a large eroDansionist effect. 
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jIs notocl, the problon of surplus cun controls ronains. This is not sur- 
prisin, , for it lu-s never been •■^.tt^ched. V/oro it once t^cltlcd, not -s an osor- 
ciso in social theorp, but ^s " problon to be solved, the surplus quostion 
v/ould ^Iso loiadoubtodly jiold, 

^-xt •che outset distinction nust bo :i''.de betv/oon surpluses th'^t "^rc "^sso- 
ci^.tod with a femr^l deficiency in donnnd ^nd those which ^^rc the result of a 
P'''rticul" r disea_uilibri'un in uroduct or :'’roup of products. It is not too nuch 
to say th-t the problen c^n be discussed intellircntly only in lis^ht of this 
distinction. In the p.^st it hns not often been nade. Let nc spo^i: first of 
the • cncr^l c'^uilibriu'; surplus♦ 

b"ncn ^ v-TG/'-^te do'und in the cconony f'=lls we cnpcct an °ll-round rc- 
dund'^ncy of a,-ricultur~1 outuut precisely '’s vre ejipcct ; cneral unenplo^nont of 
vrorhers. Unlihe uncnploynont, thn concept of an ^.aricultur-■'1 surplus is not 
v/ithout '^rbiruity. It ir.pli^s that ;ioro product is '^v'^il'^ble than c^n bo sold 
'^.t prices thf'' co;runity ror-'r^is ^s adeou-^.te, 0bviousl;', the notion of v.hn,t is 
adequ'^to ixivolves all sorts of subjective judynonts. riewover, the fact that 
a, ricultoiro in the short run exljusts to declinin' don^nd with falliiy prices '^nd 
industry v/ith a curt'’il:.;cnt ef cutout :'.ic=ns th-t the low prices (or yrowiny 
yovernnont inventories) are the pr-:'cise counterp-rt of unenploy.vont in industry. 
Tho obvious lory-run renedy for this type of surplus — -nd very likely the only 
possible renedy — is to rep^’ir tJeo shortage of anyre.;''te donand. The very 
tasks v/hich this shorta,-;c of den'^nd causes tho ■ ovornnent to porforn in the aj;_rieu 
cultur'^I sector — tl'-o acquisition cf stocks to su.pport prices or the outlay of 
funds to supplonent prices under tho altcrn^.tive arr--nyenont here suyyosted — 
help to ronody tho yenoral deficiency in demand. We should accopt and even 
w'^lcomo these outl^^ys 's p-rt of thrO countor-dcfl^.tion''‘ry machinery of tho modern 
economy. In -principle, no measures of croij curt'^ilmont or control should bo 
t -ken v;hen yener ■’1 ecaulibriu"'. surpluses ^ppe-r. The practic 1 situation nay 
conceivably force ence'pticns but, '-'s a brc’d r^ale, v/hen farm surpluses are the 
rosudt of depression the lino of remedy rums to tho do'pression ^.nd not to the 
surpluses. The only problon presonted by the lattor is hovr to live with them 
as yracofully as possible. Clearly the alternative support tocluiio^ucs here out¬ 
lined will substantially case this problem of stirplus m^nar-ement especially for 
perishables. 

Tho particular oquilibriuj;! surplus may a,rise oven v;hon the economy is 
functioning' at full-cnploynont levels. Sono set of causes — cxce-ptionally hi.yh 
yields and production or a declino in foroi.-n or domostic demand — brinys a 
yroator production than can be sold prices th-'t ■^T2 d.eomod, ad-oquate. This is 
the nature of the present surplus of wheat (a-nd rolatod. coroals) of cotton, and 
of a limited number of other prod.ucts. In the case of cotton the cause is the 
hi-, h upward elasticity of suppl;/-. In tho case of v/hoat it is the declino in 
overseas dom-'nd. following the earlier expansion to meet w-rtimo requirements. 
This, it v/ill bo said by many, is the kind of suipilus that should be oliminaked 
by reduction of the price standard. Thoro is certainly no u:'iiversally defensible 
prico standard. In tho current caso of wheat, levels by some standards of 
equity na,y well be "too hi.-h." Techriolonical chanye has loft the wlioat parity 
na.roonod. on a very hiyh schoal. But as a d.ovice for surplus control, prico re¬ 
duction aupeals yroatly to those v.h-ose affection for the traditional outweifhs 
their desire to be practical as v/ell as to those vrho dislilxe on yroujids of 
principle to see tho farmor escape the punishxsnt which the market is supposed 
to mete out to those who are c-au-rht over-produciny. Iia fact, v;hero the problem 
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ovor-cuot'^', production, 3.7 ti.us onf'orciiv: sh'''rp r-'duction in rrr. in'^l r'V^nuo, 
or.forc-'’;iont on tho specific cron v:onld td-us 3 0 rvulo rcl^tivolp sinplo. Howov-r, 
sinplo or not, ^ d^t-^llod control •■^pp’^r'^tus is still nocc3S'’r7, nd in cnsos of 
s'jvf-'ro disoar.ilibriun it v/ould still hnv-; to do unpl'^'^s'^ntly S':'Voro. I shnll 
hove furT.'nor v/ord- on tj^is presently. 

VII 

Th'To ro ~lso sono dis"dv'=nt"0'f'S fro;; the rr:'iod7. In wolf'^rc terns, tho 
cost ol tho nltcrn'^tio'c toclmicrao is no hinher end my ho lower. By directly 
hoostini’ the price to tho consunor, tl'.o present -rr'^nyo:.ont -'cts liho e s’'-’l;.'^s tnx 
loviod on tl'.o p-^rticul^r product. Tho consu:'iv''^r p^.ys t’e.is tex. Under tin 'alter¬ 
native syste;"; tho r^onoy- vreild in f'^ct Oe r'^is'd 3y the Treasury, vifleon the price 
suppler'icnts vfere ooin," p-^ld V'"• result of short^'e of a yropate de;.and 
(i.Oc, dovolopin_ depression), this would involve no a'.'!D'',rr''.ssr';ent, for it 
v;oa-'’-ld Do fiscally sorunl ■^'nd d.'sir^Dlc to •'Ilow te.e lo-ynents to incro"-'Eo the 
deficit, 3^ith doa.'^nd -'t foill c;iploynont l^'-vols, funds for ,'^.117 pay lonts that 
ni ht then ho rcQuirod should, ie. princi'i:)lo, covic fro;i taxes, TMs is unliholy 
to 00 'p^latahlc to Treasury "'n^! ,3ud,eet ‘uthorities, ^Ithou/h it c'-n h^rdlry ho 
su-'.eostod th^-t their proforcncos should ho dccisivoc 

There is -Iso tl'.o possioility tho't f rrers — sono 
tochnioue less u'^.l'^tahlo, 'U-theU'h K-th-way 

■’t lo'^st — v;ill find 
s investi -'tions in Mich- 

'"reor in lovr’'’. su o'ost th.'^t this rosistuicc 
tho reviser" 
i as vroll '"'s polls hy V,'~llaco*s B_ 

;asily cxao.y crat'>d. Under tho roausod tocl'iniauo, w'nat tho f-nrecr roy^'.rds — 
s loyitir'.ate protection in li ht of his pcculi^.rly 

In tho Foiritan 

1 s 
in ...ty view v/ith justice - 
vclnorehlo position tnh'^s the for'; of wholly overt subsidy 
ethos there is no such thine '"s loeitin'’,tc subsidy. If on 0 .".;ust noncthol':)SS 
ho pairlj how nuch hotter to h^.vo it out of si"ht. It is s ie. that eaeen the 
wonan of o'^sicst virtue likes to tl'eink of tlic ’.eonoy v/hich she finrls under the 
iDillow - s -n earnest of '^ffootion. 

Under the revised tecluiic[ue there is -Iso a ch'^.nco that son.conc will w'=nt 
to cut off the p'.y;"ionts to l-''r,;'o fer:;ers. Tl'-is c"n rr'-^dily ho riono, Tho lercsont 
technique of proppin,; prices reauiros th-t they ho proppo^d oonially for all. Tho 
justification for f 'r:'; pro^ ran is th-t tho uninhibited price syston treates 
tho fr'.rner v/ith rather norc ri. or tlr=n it does other "roups, that, =’s notod, it 
GxposGs hin to ospoci-'lly ’^■rivorso :;ove:':erits in his ter "’S of trado when a; .^royatc 
donned falls, '^nd tint both f^.rn and .''onor-'l wolf ro to served hy nitieatinc' 
thoso effects. If this be so, thon the effects should Do a.iti-- ^tod for larye 
f-rners ^,s v/cll -s sn^ll. If it is sov'ced soci'^1 policy to e.iscourayo laryc farni-e 
th"-‘t is a sop^r'^to n'^ttor to he lo islated ■^■nd defended on its own ncrits, Tho 
defects of th.''' revised tocluiiauc c^n bo partly ovorco;'.'’,o. The proyrna co'uld ho 
ydven its ov/n rovonuo scnirce. Tho ideal would ho -■ fuii'i. to ho accuv.ulatod v/hon 
prices ’'•ro ahovo the st-^n'dard level, P'^ynionts to far/'ors could ho nv.dc not hy 
r ovor;ir'iont check, hut, in nor - soc';;ly :'T'^,nnor, by v/’.y of buyers or processors 
and so added to tko price. Tho iritontion to divorce tho payiTnts fron discrini- 
nation on farn sisc could he stror.'ly "'ffirnod hy ConToss, 

5 
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of the p^.rticul^r pouililDriun surplus is v/orst —- iu the c^se of v/heet '^nd cotton 
in p^’rticulnr — the el^sticitj of suppl” in. response to price reduction is 
alnost ccrt.-inly rath'^r lo\'/* ..uid a.prari^n affection for price as a. way of en¬ 
forcing production curtailnent is practic'-’ll:/ zero ='nd intinately associated 
with voting 'ttitudes. 

The solution is not to ^.ttaclc cereals or cotton directly, ^d'.ich v;ill ac- 
conplish little or nothiiin, hut to put on truly vi^'orous drive to shift re¬ 
sources to the livestock econony. In this effort wo ^re .jointly hlofssed hy the 
nuch nre-.tor ol-.sticity of the den-nd for aninal products as corip'=.red p'^.rticu- 
l^rly with cero’^ls -'nl their very nuch (.'Teater resource reouirorient per unit 
of nutrients provided to the consumer. Kenco, in sharp contrast wit’i v/he^t, 

sr.i'^11 docre'^se in the price of livestock products will hrini- a rel-atively 
l^.r-'o incr'^aso in consumption. And to net the equivalent calories in the forr.i 
of anirial products neans a nuch norc th'^n proportional docre'^se in cereal pro¬ 
duction. It t'^Jsos, we know, sever"^! tines nore ^cros to provide a person with 
== neat diet th==n ^ cere=^l r'letc 

Eovrovar, to renedy the surplus in t^iis v;‘=y will require = stronr: reversal 
of present policy. The present policy favors the sunelus products over those 
which offer the pronise of renedyin.; the surplus, hhe't, cotton, ;’nd other sur¬ 
plus products are produced v/ith tlee .■^dv^ntane of firn. price -U'^r^ntee; aninal 
products either enjoy no such nuara.nteo or, a.s in the c'^se of d-iry products, 
the j'uarantee is suhst'^ntially lov/er. (a visitor fron ih.rs v/ould conclude from 
present ^rr-^iv enents tha t we cherished our over-production and our controls 
^nd sou. ht only to keep the CCC in business.) The revision in the technique of 
support suyyested above is essenti'^l for reforn since the present nothod cannot 
be applied to ne'^'ts "nd has yra,vc disadvant^res for d-iry products. 

But nerely to elininate the present discrinin^tion ar:=’inst aninal products 
is alnost cert-^inly not onou_:h. deternined pro^ran for elininatiny surpluses 
would .0 further and pl^ce a positive preniun on ^.ninal products. By supplc- 
nont'=ry paynents, d'iry -^nd poultry products, pork -^nd (if c^ttlencn could be 
persu-^ded to no alon-) beef would be rr^de profitable to the producer and ?t- 
tractive in price to consuners. Every market incentive would then enist for a 
movement of resources from the sector where they ire an enbarr'ssment to the 
sector v'hero they c"n he acconmod'^tod with comparative ease, sm^ll subsidy 
of livestock products would, in effect, be used to eliminate the need for a 
much lar ;er f'nd much less useful one for cereals, toqether with the accompany- 
iin controls. 

However, ^ full-sc^le attack on the surplus nd control problem vrould not 
rely exclusively* on market incentives, hov/ever nenerous. Direct resource trans¬ 
fer xoa.ynents would be offered to f'='rnors who shift l^nrT from whoit to permanent 
p^.stujro '^■nd from, cotton to b.^laneed-farmin' systems. (These should -^Iso be 
used for less important crops like apples and prunes wl.ich, otherv/iss, \irG sub¬ 
sidize year after year.) nlso, the yovernment credit ayencies should be 
awaJmiened to provide special credit up to a very l^rye percentaye of total re- 
q_uirements of f-^rmors makin.p the f-^vored resource shifts.° 

IX 

I h.=vc no hesitation in sayiny that, piven full employment demand, a de¬ 
ternined attack could solve the problem of the cere'll surplus — ^nd the need 
for companion controls — vdthin five years. Subst'^ntial progress mi^ ht even 
be appareiit by the tine of the next election. 
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I wouIcl TxOt I'dsli to cl'^in tli® t the r.io- mres I Iip-vo here outlined v;ould 
'•'solve" ».ll of the iarn prohlen —- or nore nrecisoly the conr.ierci'^l farm price 
proolen. There -re disorders v/i ic'''. I h^ve not touched; no dou’ot v/s v/culd he 
hlessed vdth some nevr prohlens "before tdn? o .d ones dis'^ppo-^rod. Yet it is 
evident thet sone of our v/orst pro'oloris vril- yield if vigorously P-ttached. 
horoovcr, the solutions do not suioject the f'^rner to the unreality of noro 
eztrene nunishnent "by the rierlret thon he nov/ eoperiences. Tor need the cost 
he yreet. Given full enploynent, the end product of the nc^sures here outline- 
ed ninht v/ell be e direct Treasury cost -’s lov; or lov/er then ?,t present. 

X or nust vre =’ccuston ourselves to ^ny breeth—t'^kinr innovations in 
economic or socirl policy. Little th=>t I li^ve su^vyestod is nev;. iv’e c"’n solve 
the f^rn problens because they are not espoctally intractable, v'/e haven’t 
solved then because vrc haven’t tried. 



FARM POLICY: SOlYi PEOPOGALS FOR Ir.A^R0V3fCEPT5* 

-^^J. K. GalLraith 
Professor of Economics, Harvard University 

Fa.rm policy, in recent times, ho.s almost certainly "been a. source of dis- 
coura.gement to those who believe tha.t, with thought and energy public problems, 
however intractable, can be ma.de to yield, hov/ever gradually, to solution. 
There has been no time v;hen discouragement was better justified than nov/. We 
have just come through another notably agonizing reappraisa.l of our farm 
policy. It began in early 1953 with a year-long study of our f,-rm policy in 
vdiicli the men of most experience and knowledge in these matters v;ere c-.lled 
upon for their views. The people in general, a.nd the Congress in perticul ir, 
v;ere promised that the result would be a new end fresh approach to tlus old 
and tired problem. The Congress, at the same time, spared no effort to inform 
itself. It sought counsel anid advice here in Washington. By travel it rndcr- 
took to tap tha.t unique source of wisdom which v/ise politicians knov: to >.'Xist 
at the grassroots. Then, during the last session of Congress v/c had full de¬ 
bate on the proposals offered by the Administration. Eventually those proy-osal 
intact in. broad outline, wore enacted into law. Then to make sure th.?.t no im- 
porta.nt a.spcct of the problem had. been missed., tha v'holo issue v^a.s c,:i,r jfully 
reviewed in the recent election. Surely, as a. result, soraothing import-nt v^as 
accomplished. Herein, it seems to me, lies the reason for the peculiar dis¬ 
couragement of the moment. Under the now farm bill wo can reasonably expect 
to have all of the troubles th-t v;c had under the old one. Uespite "ll of the 
effort, which all of us must applaud, it can fairly bo said th=t no substan¬ 
tial problem of past farm policy has been solved. 

II 

The test obviously lies in the faults of the old. program and v/hat happen¬ 
ed. to them. There vroro maniy criticisms of the prO;_ra,n that had bo.on d.cvolop'e'd 
prior to the Agricultural Act of 195^- These ranged from the complaint that 
it did lc = st for those farmers v.'ho most needed help to the conviction that it 
did things for all farmers th-at the covernmont shouldn't do a.t a.ll. Alterna¬ 
tively, it was believed to bo working damage to the structure of the economy, 
the moral fiber of the farmers, or the spiritual fabric of the Republic v/hich, 
although not yet visible, was nonetheless decisive. However, for testing the 
nov; farm program v/o c^n properly p-ss over those fa.ults which are bas^-'d on 
ideological proforonce or ind.ividu^l value systems or v/hich are still hypo¬ 
thetical. Attention m-y be rostrictod. to those shortcomings which arc a. matt^'r 
of practical experience. Of those there v/ould sce.m to bo four which are of 
commanding import':='nco. I venture to sviggest that there v;ould be a. consider¬ 
able measure of agroemont on then. They are: 

(l) The Surplus Problem. Ropoatod.ly in the process of 
supporting farm prices th.-'^ government, through the Commodity Credit 
Corporation, ha.s boon forced, to acouirc l.a.rgo inventories of 
products which it did not w=nt, for v.'hich it does not have a. 

l''cturo given before the G-rad.uato School of the U. S. Dcp.artment of 
Agriculture. Docombor 1, 1952. 



for hrndlin,;- f-'.ici disposin,;;, which cost nor iy to stor~, or, ir so;;-' c- 
t'\ciil r inst-ncos, couldn't "bo stor-^d. hiost r c'uit o^'crot-ri''s of As.;;ricult\irr 
vjO' ''h! i: i.hribt v.l.ly ilontify th'^ sur 'lus urohlon "s th''' v/orst of th:ir woes 

r r,-:pt f-rn prorr^ns. 

(2) The Ccrtrols /rohlon. As surplus'^s b'^'C'^n.:' ■'-nb'-'-rrtsiny unn r 
P '. t i/ro T ns, it b'-'crno n.-'Cesso-rv to inposr ucr ^'u-.o llotncnts nid n'-,r -'ting 
q’Lot'S. Th:'~o involve sizroblo -^dninistr-'tivo npp.nrr'tus and 're othnrwiso 
unv'slcoMc. VJhilo th ' cxporionco is not entirely conclo’-sivo, it scons lik'^ly 
th'. t, "pert fron tcbecco and cotton, they present a serious dilormc . Either 
t'n controle e.ro politically acceptable end not very effective, or they arc 
eff^ctiv- -'iid politically dis'’4'reo-"blc. The recent .'xpcriencc with controls 
on r Uv^rt '! er=nd its eb-ndonnont suyyests the nature of th'. difficilty. 

(3) The Tr.^dc Problem. Under least pro^^r^ns, export products h-.d 
to o". s'obsidised if they were to ruintain their place in vrorld n-rkets. 
0th r'.'ioO thc' supported pric-’’ --t hone wou-ld yr^du-lly (or rapidly) retire the 
prclucts fron co.npetition. Inieorts of products subject to the support-price 
proyra-' hud to bo linitod by quot^ to keep the farmers of th" world a.t larpc 
from t^kinn ''dv=^nta,nc of American nonorosity. These export subsidies nd 
i'lport q.uotas wore sharply in conflict v/ith oi.r nencra.l pretensions on trade 
policy. 

(k) The Discri''.illation Irobl..^":. The p-st pro^^r':.;s provided ■= Itc'c 
ne'-svre of price secn.rity for whe-'-'t, cotton, corn, rice, tob"cco, "nd pc''n‘'ts, 
sli'.'htl:,' I'-'SS lor d ire- prodiicts, so;:'' fe^t'is nd oilseeds, and no price 
3 cn rit;- t 'll for most oth"r predicts. As ?■ r siilt, f' r; ur could have 
his r'w li'tori'" 1 (feed) costs po.-'med vrhil" his product was subject to the 
rifors of tru open ci^rkct. Prod’icts in s‘ibstJ=nti il surplus, liki. whc«.t, Ivd 
th''ir pric "'S peuyod. iTutritionally more inport''.rit a.lternativcs or those which 
bett-r served the ends of soil and w"ter conservation — the products of fr^ss- 
l^Uid a,,'riculturc in p'-rticaJ'ir — enjoyed less or no price protection. The 
qurstion of whether product would receive support depended not on loyic but 
on history, politics, 'nd the infinitely important detail of vrhether or not 
it v/ould keep, 

III 

I have spoken of these f-ults in th" ji- st tense. It is the riyorous b'xt, 
I think, f'lir tost of the new farm procT th-t it solves none of the::;. On 
two points there can bo no artU-Uant. The discri: dn"'tion betv/c.'n b'-'.sics a.:id 
non-b"sics (or storablos •'-'nd perishables) continues -nd no one suy.ycsts that 
anythin;-’ is done to eliminate it. The effect on int-rn^tion' 1 tr-=do continues: 
it is the fact of support prices ra.ther th'ui their precise l."vcl v;hich neces¬ 
sitates export subsidies -nd ir.iport restrictions. Th’t the supports '-.re 
"flexible" vdll have no effect. 

B’lt the twin problems of s^orplusos and of controls "Iso r ■‘m--,in untoixhcd 
unless, perchanice, one is v;illin;j, to Oiibraco some rather breathtaking, prouosi- 
tions in ruonordc th.:':ory. The prospectivr: reduction in prices under the now 
fl"xibl" supports is relatively sliyht. For the next tvro or three yor.rs it 
■V'/ill be non-existent in the ease of tobacco, nominal for cotton, ^nd porcept- 
ibl" only in the case of v;hc-t. (in 1955 wheat support prices will drop b"' 18 
cents fro'i 12.24 to $2.06 e bi'-shcl.) furine t’:u' c onares sion°l debates, a,nd more 
.;s'peci:'.lly dviriny th., recent canpaiyn, it emphasized th t no f-rmer v/o'^rld 
be "hurt" by the nov/ pro^^ran. 
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It socns likely thnt no ono will "bo nuch imrt. And sinco there will be 
little or no p?,in there can be little or no effect on production. Even in the 
o:-:trerio ease of whe-t, no one can really suppose th^t ciehtenn cents a bushel 
v/ill nakc nuch of -'ii a,pprecia.blc difference in output, ''-o know that in p^yri- 
culturc th"’ supply response to price reductions c"n bo snail, and thak it is 
likely to bo snail or oven noylipiblc for products like whe-at v;horc product 
substitution in the inport^nt producing; arc^s is at sliarply increasing r'-.tes. 

Tor is there any ch-nce that such snail or noninal changes in price v/ill 
brrijiy an appreciable increase in consuroption. The surplus corinoditics arc in 
gancra.l those for which denand is incla.stic. An olcnont of faith seoris to lie 
behind the notion tha.t the now progran i-irill olininate or nitigatc the surplus 
problen. Hov/ever, a,g it h^s been truly said, faith v/ithout the rcauisito 
elasticities is not enough. 

If the nev/ progra.;.! offers no euro for surpluses — if it does not caffoct 
these one way or a.nothcr then the problcn of controls algo r'■nains unsolved 
and vjitouchcd. If surpluses grow under the new prorran, adninistra.tors will 
still face the ineluctable choice between lotting then grew still r'orc, putting 
on effective controls which night put the edninistrators out of office. 

So after two years of notable effort, all of the past problcns of our fern 
policy arc still v/ith us. The farn progra.n is still in conflict vdth the trade 
policy. There is still a severe — I v/ould nysclf say indefensible — discrini- 
nation between different producers. The surplus problcn is untouched. As a 
result, the need for controls renains an^p the dilenrea they present is unresolv¬ 
ed. This is why, I suggest, that this is a discouraging tino in the history of 
fp.rn policy. 

In this gathering of civil servants there is no ono, I an sure, v;ho v/ill 
have partisan objection to ny analysis of the Agricultural Act of 195^ or 'dio 
will derive pa.rtlsan satisfaction therefron. I suppose I could seen to bo 
criticizing the Republican Adninistr'dion which responsible for the progra.n 
uiidcr review. But if there is a clandestine Dcnocrat within the sound of ny 
voice, let no ron.ind hi;.i that the faults v/hich the Republican Adninistr‘='tion 
failed to correct were the fa.ults of a Denocra.tic progran. 

IV 

The reasons v/c have tried so hard and a.cconplishod so little are instruc¬ 
tive. Oddly cnoUt_b-, no effort was na.de to correct the faults of the past 
progr'ces. These were ignored. Instoa.d, the nev; program v/as designed around a 
goal vb.ich was deonod good and desirable in itself. Because that goaA s^'onod 
good, it was t-kon for granted th^'t progress thcrotov/ard would solve all problcns. 
There v/as no rca.son to believe this, but it was believed nonetheless. 

-j,- 
This discussion takes a.s given the level of a.ggrog'^.to donand. if during 

the next crop yna.r, crop conditions being given, wo should have a. strong, 
donostic denand coupled v/ith a. good expert market for v/hcat 'nd cotton, then 
the surpluses will fall. This will be true with the nev/ system of supports; 
it would h.avc been true under the old. If dvo’ing the coning year unonploynont 
grov/s, domestic dorv-nd bcconos incroa,singly anaemic, and foreign demand de¬ 
clines, then the surpluses will become more serious, whatovor the level cf 
supxDort. The novonont in dcna.nd, not the difference between flexible a^nd rigid 
prices, will be of clotornining- effect. 
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The {:or'.l v.'^.s ° nost-l^dc oian. It w^.s tlic traditional pricing; arrauj^’c- 
rnonts of t]ic free narket. The notion th'^t this nerket is the norm in cconor.iic 
polic7 is deeply inprinted on our r.inds. The economist, no less than the 
la.yna.n, falls c.asily into the hahit of nakin;: “ppa.rcnt pro-press toward the 
free narket the ncaniirc of cconor.iic v/isdon. That v/as the test that was 
inplicit in the recent farn hill. It will sca.rccly he a-rr-ued that the rrajer 
notifation was tlic esc^’pc fron the sccninp: a.rtificiality of fixed or ripid 
prices for ha.sic products ha.ck toward the sceninp naturalness of prices that 
rose and fell with supply in the na,nnor of the cla.ssical narket. It w^s not 
possihlo to no adl the vray to the cla.ssica.l na.rkct for reasons that v/erc cco- 
nonic as well as political. To iia,vo aha.ndonod price supports for whca.t, for 
cxanplc, would have causad not only '^.n intarostinp political effervescence hut 
it would have threatened a, fall in farn incono on the Great Plains, vd'iich even 
ardent opponents of price supports vjould not h’='vc contcnplatod v/ith conplcto 
equaninity. 

The ease for or a-yainst the frre narket is not at issue hero. I v/ish only 
to stress the.t stops, real or ■’pparont, toward the free narket do not solve the 
cxip’ont prohler.s of farr; policy. ITor w=s there ever a.ny reason to think they 
would. At any tine in the I'^.st yc^r or so ^ detached view woxild have showi 
that the rcncdial of the flexible prices, so far -s our fern troubles arc con¬ 
cerned, is approxinatcly z-^ro. 

V 

Our resistance to thn lessons of experience in farn n'^tters is extraordi¬ 
narily hiph. Accordinyly, we cr.n ha.vc no .re.^t hope ti/'t :'':uch will he loomed 
fron the nisspent effort and the dis''ppointrunt of th^sc l^st two years. One 
reason is th-t our a^ppro-eh to f^rn policy is now essentially thcoloyic.al. Ivitii 
Pcpuhlicans, a, heretics fron th.e wide spaces flexible supports, how¬ 
ever inflexible, a,re rapidly hoconiny a natter of faith. The Dcnocratic P^rty 
now avows its support of ninety per cent with a.t To 'st a.s nuch rcliyious fervor 
as it opposes sin. The position of ccono;eists is not ,Toatly different. Defense 
of the free narket cithar as such or under th_c nor ' sophisticated cuphenisns 
of "the need to let relative prices do their job" or "the necessity for unin- 
paired resource allocation" has achiavod the standing of a rolinious rite. (It 
is also inercasinyly what na.rks a, schol"s as honest, pcnctratiiiy, forthright, 
r'^sponsihlc, conpotent, aine decently conservative in his -ipprc-'ch to ccononic 
policy.) These attitudes — the notion that fa.rr.: policy is the province not of 
ccononics hut of canon law — arc not helpful when it cones to loa.rniny by our 
nistakos and our rdsfortuncs. kisfortunc, for the devout, calls not for intro¬ 
spection but for roa.ffirna.tion. 

otill, if onlj'' a.s a, purely intellectual exorcise, we ni^ht contenplatc the 
lessons of the recent experience. There ^vc two of a ;iinor sort which I niyht 
nention in pa.ssiny. Before and ^^ft^r the election in 1952 and throuyh nuch of 
1953 there vra.s considerable hojjo that we n.i-.ht find soe.c n-arvclously new fornula, 
for soTviny ov-T farn troubles. The President rcpoatod.ly expressed such a hope. 
We were told that tli.e best ninds were at vrork. As a, r-'sult, sorethiiiy new a.s 
W'^11 as better would bo forthconinn. 

Cf. for exanple. Turninn thy G.,archli;. ht on Pyrn Policy (The Fa.rn Founda¬ 
tion, 1952) and "ly cori: entar:', "Econo^nc Preconceptions ' nd the Farn Policy," 
Ar^arican Econonic P'vi_?yy5^''‘“'^ch 195^) • 
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As everyone knows, the program that finally emerged was very like the 
program of 194^ which was already on the 'books# 'Jhia should have surprised no 
one. There vras never a chance, and there is now none, that the farm pro'blem 
will 'be solved "by a new idea of hreatb-taking originality and 'brilliance. This 

is an area where social innovation is confined 'by social institutions. This 
means that the 'brilliant nev/ idea must "be consistent with our attitudes tov/ard 
government, property, and the ri^ts and iraiminitles of Individuals in general 
and of farmers in particular. Something in the way of precedent must "be cited 
to show that the idea is not wholly hair-'brained. All this "biing so — and no 
dou'bt it is well that it is so — the chance for a great new idea that will 
resolve our problems is nil or practically sol The farm pro'blem will 'be solved, 
if at all, 'by the painstaking, and a'bove all the objective, use of what we 
alreader know. 

Ve must also be on guard against the habit of testing all proposals by 
vrhether they provide a perfect solution. The past farm program has been regu¬ 
larly impugned for the problems it creates. The surpluses, the controls, the 
interference with trade have been cited to prove that it is wholly bad. The 
efficient way in which this program cushioned the decline in farm e:<ports 
since 1951*“52 — a decline of no less than ^4 per cent in the case of wheat 
In tvro crop years — is commonl3^ ignored, For are the shortcomings balanced 
against the support that has been given to farm income and to the prevention 
of social tension s'nd hardship in the farm areas. For do such critics observe 
that the past prograji has been one of the important built-in stabilizers for 
the economy at large. 

Progress reauires that we be better prepared than in the past to strike a 
balance between good and bad. Fe shall find few, if any, reforms vrhich are 
totall;;- good, Fe must learn to accept those for which the advantages outweigh 
the disadvantages. The fact that in repairing some shortcomings others are 
added is not decisive. The decisive consideration is whether there is a net 
advance. 

But the most important lesson the recent past concerns the orientation of 
our efforts to reform and improve the farm program. If we are to make progress 
and if we are to be sure of malcing progress, we cannot organize our efforts 
arouiid abstract goals. Free markets, uninhibited resource allocation, lessen¬ 
ed reliance on price fixing, however much they excite our affection, are not 

a promise of improvement. For do firm, guaranteed, or rigid prices have intrin¬ 
sic virtue or shortcomings* If v;e are to make progress we must organize our 
efforts arotmd definite remedies for specific faults. G-iven the problem of 
surpluses, or controls, or discrimination, or trade we must start by asking 
ourselves, simply and directly, what measures will solve these problems and 
at what price in the form of other disadvantages. This means, of course, that 
we accept the principle of support to farm price and income. Fe address oui^ 
selves to ways of removing the oppressive problems which now arise in course 
of providing such support. 

Until farm policy is approached in simple, non-theological terms such as 
these., I doubt that we will make any progress. Let me illustrate this approach 
in relation to the shortcomings of the past programs which unhappily continue 
under the Apricviltural Act of 195^* 
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Much of our present trouble obviovisly arises from the particular technique 

of support whicli we presently employ and v;hich remains uiichanged under the new 
legislation. The interference with foreign trade is the result of supports 
which prop prices above the world price. Moreover, it is in the course of 
propping prices that the government acquires stocl:8. This techiiiaue, therefore, 
is responsible for so much of the suriDlus problem as is associated with tovern- 
ment ownership of stod’s, -^d since the feasibility or impracticability of 
';;overnment stora,ge is an important cause of discrimination, the support tech- 
ninue also has a bearing here. 

This means that a change in the support teclinique the abandonment of 
props and the substitution of a method which would allow prices to find their 
o’lm level and provide direct payments to bring them up to the standard (i,e,, 
90, 82 1/2, or whatever per cent of parity) vrould be a substantial reform* The 
trade problem would disappear. Since domestic prices would not be directly en¬ 
hanced, the American exporter would be under no handicap and the domestic market 
would not be artificially attractive to the foreigner* Also, discrimination 
between storables and perishables would no longer be tedinically necessary} ob¬ 
viously the prices of pork or butter or eggs can as readily be supplemented by 
direct imjanents as the price of vrheat or coin. Since government loans or pur¬ 
chases are not used to peg prices, the sur}3luses do not become the,property and 
hence the peculiar responsibility of the Secretary of Agriculture* 

Meanwhile, the protection accorded to the farmer wo\jId be substantially the 
same. The payments vrould compensate for adverse movements in hie terms of trade 
in times of declining aggregate demand — perhaps the major rationals of the 
farm price program — and the economic stabilization effects of the present 
system are preserved and possibly enhanced* ^ 

These are formidable gains* However, not all problems are solved, and these 
are not undiluted gains. The incentive to produce remains unchanged, so pre¬ 
sumably, the production will be as large as before. Large production of a 
product vroxild manifest Itself not in government purchases as before, but in low 
market prices and proportionately increased payments to give the farmer the 
guaranteed prices. In effect, migraine induced by a suiplus problem moves across . 
the Mall from the office of the Secretary of Agriculture to that of the Seor€^-> 
tary of the Treasury, 

Since the surplus problem remains, so does that of controls. To keep costs 
down, some way must be found to prevent the undue expansion of -mwanted crops. 
There is a chance that the nev; technique of support vrould ease the control 
problem — for exajmple, the supplementary pa^nnents could easily be denied to 

^The proposals submitted to the Congress in the vrinter of 19^9 that came to 
be ]aiown as the Hrannan Plan were narrower in their application and hence in 
their effect. Storable products would still have been propped under the Brannan 
Plan} only perishables would have had supplementary payments* As a result, the 
Brannan proposals vrould not have much affected the trade problem — most export 
and import products are storable —- and government accumulation of storable sur- 
nluses would still have been required. Hr, Brannan* s attack vras, essentially, 
confined to the problem of discrimination as well as to the peculiarly difficult 
job of Imndling perisloables like potatoes end butter where storage, though im¬ 
possible or expensive, is nonetheless forced by Congress, ^The cost of suataixk* 
ing farm income is shifted from the consiamer to the Treasury vrhich,in times of 
receding aggregate demand, means a large ejcpanslonist effect* 
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notn:l, the problcn of siirplus c\m controls renains. This is not sur- 
prisin, , for it h^-s never boon «tt'='chod. V/oro it once t^c]:lcd, not an onor- 
ciso in social thoor:/, hut ^s ^ prohlon to bo solved, the surplus quostion 
uould '='lso undoubtedly yield, 

^^t tb.e outset a distinction nust ho n^de betvroen so.rplusos th^t ■^'ro '^sso- 
ci^-tod v/ith a yen.'-r-'l deficiency in don'^nd ^nd those vmich -re the resndt of a 
p-rticul r diseouilihriun in a product or .'Toup of products. It is not too nuch 
to say tint the problcn c^n be discussed intelliyontly only in liyht of this 
distinction. In the p^^st it has not often been node. Let ne spo^h first of 
the -cner^l cauilibriu: surplus* 

iTnen =” pTG,-‘’^te dcund in the econony f'^lls we ruy cnpcct an '=ll-round rc- 
do.nd°ncy of a'rico.ltur'1 out'out precisely '’s we ejqpcct ; cnaral unenplopnont of 
v/orhors. Unlihe u.ncnploynont, thn conceut of an ^.rricultiu ■'! surplus is not 
without '=r:biauity. It i:'pli^s th-'t ;iore product is ^v-^ilabla than c^’n bo sold 
at prices the co;r unity ror -ras ^s adequate, 0eviousl:', the notion of v;h^t is 
adequ'-’to ixivolves all sorts of subjective judanonts. however, the fact that 
^.■ricudturc in the s^'ort rim ''.djusts to declinin aerinn.''’. with failin' prices '='nd 
indo-stry with a curt'^ilnent of output no-ns that the low prices (or yrowiiip 
yoverrmont inventories) are the pr':'cisG countorp'-rt of imenploy.ient in industry. 
The obvious lonf-rn.n renedy for tn.is type of surplus — -nd very likely the only 
possible renody — is to reiD^ir the shortayo of a-yrey'tG denand. The very 
tasks v/hich this shorta-’c of duT^nd emses tho ■ overnnent to porforn in the a^mieu 
cultur'^l sector — t]'.o acquisition of stocks to support prices or the outlay of 
funds to supplcnent prices under tho alternative -^rrmyenont here suyyosted — 
help to renody the _-eneral deficiency in dorund. W'^ should accept and even 
w^lcor.ie these cutl='ys as p-rt of tho comiter-defl'''tion'"ry mchinery of tho nodorn 
econony. In principle, no measures of crop cxirt^ilnont or control should bo 
t -ken when yenor ■'1 ocaiilibriun surpluses -ppc-r. The practic 1 situatioi'i nay 
conceivably force enceptiens but, "'s a bro-^d rule, v/hen farn surpluses are the 
result of depression the line of ronedy runs to the derpression ^nd not to the 
surielusGs. Tho only problon presented by tho latter is hov? to live v;ith then 
as yra-cofully as possible. Clc'rly tho altern^kivo support technio^ucs here out¬ 
lined will substantially ease this problen of surplus r.unaronent especially for 
perishables, 

Tho particular oquilibriun surplus nay arise oven v;hen the econony is 
functioning' at full-onploynont levels. Sone sot of causes — exce'ptionably hi.,.h 
yields ’’nd production or a decline in foraimi or dor.iostic den'^nd — brinys a 
yreator 'production than c=n be sold ^^t prices th-t -ro doonod adequate. This is 
the nature of tho present surplus of whe^'t (■^n^l related cereals) of cotton, md 
of a United nunber of other products. In the c'-^so of cotton the cause is the 
hi-.'h upward ela.sticity of suppl^,^. In the C'^se of v;hoat it is the decline in 
overseas don-'nd follov/iny the e-rlier e^njejision to ncet w-rtino roquirer.ionts. 
This, it v/ill be s.^id by nany, is the kind of surplus that should be olininated 
by reduction of the price st^nd-md. There is certainly no miivers^lly defensible 
price st^nr>rd. In tho current c*'sc of whe-^t, levels by sono st'^ndards of 
equity nay v/ell be "too hi ;h." Technolo..ic^.l chanye h^s left the wlie'^t parity 
.naroonod on a very hiyh schoal. But as a device for surplus control, prico re¬ 
duction appeals - reatly to those v/hose affection for the trad.itional outv/eirhs 
their desire to be practical as v/ell ^s to those v/ho disli]:e on yrounds of 
principlo to see tho farnor esc‘=.po the pimislment v/hich the narket is suoposed 
to nete out to those who are c='U{ht over-produciny. In fact, v/here the problen 
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QVnr-Quot-^, prod-uciion, 3.7 ti.us ■'•ni'orciiv: sV-'ro r-'dU-ctioii in rri’, in'^1 rov-^nvio, 
or.forC''~':■'icnt on thn sn^ciflc cro'o v;oul'l tj'.us rmlr r'l'^tivoj.7 sinplot. nowcv'.r, 
eiv'plo or not, d'^tnilod control ■^pp'^rntns is still n''CC3S"r7j md in c-''-Sos ox 
sovorc diseqr.ililDriu;'! it v/oriid still I'.nv' to oe rn:pl'^'^S''ntly sevorc. I shell 
povo o fp.rrhor v/ord on this prcsontl7r 

YII 

Th'.ro 'r? -Iso s^'oo dis'^dv'^nt^rr^s fro:; the rc;'io^l.y. Ii'- welfare terns, tho 
cost of the nltcrn'^tivc teclmiquo is no hinher end ;i'y he lower = Sy dircctlp- 
"boostinn the price to tho consuner, tho present ■rr'^n,'o;-;.;;!! ■^cts lihe e s''-"los t'^.n 
levied on tl-o p'^rticul^r product. The consumer p'^pes this tv;c. Undrr th' ‘^'Itrr- 
nvtivo sr/ste:; tho r’ono^r vr'iilo, in f'^ct he r'^is vl hj the Troesrin'jr, inflxcn tno price 
supplencjxts wervO hoin," p-'.id ^s V'." rcsTxlt of short^'’0 of a .;ro.;nte d^:.and 
(idOc, dovolopin_ depression), this woulri. involve no enh-rr'^ssr:'iit, for it 
vrould ho fisc^'llv sormfi -nd drsir'^hlo to "llov/ th.e n^ynents to incro^so the 
deficit, With dov.'^nd ^.t full c:‘iploeeiont levels, funds for anp patients that 
ni ht then he required should, in principle, co.^ic fro;; tancs. This is unli^xcly 
to GO p^latahlc to Treasurp 3ud. vt '■-ut]'-oriti gs, ^Itheu/h it c^n h'^rdl:/ ho 
su./eostod t]'.^t th.'ir preferences should he decisive. 

There is ~lso th.e possioilitp th/'t f .r:"'ers — sone. ^t Ic^-st will find 
tho revised tcchnio_Ui^ loss U'^l'^'tahlC; '^'Ithou h H-'th-wav’s invest!-"tions in hich- 
i ^n-^ as well '^s polls hy h11 '^.ce’ s ror in lov.v. su -post t’x'^t this rosist'iicG 
is easily 0209.70 crated. Und~r t're revised tochaiiquo. wh^'.t the f-rncr r^^pards — 
in . p- view with justice — "s lepitinate protection in li. ht of his pcculierlp 
vclnorehlo position tahes the for; of a wholly overt subsidy. In tl.e Puritan 
ethos there is no such thine lepitinato subsidy. If one .rust no:aotholess 
ho paid, how nuch bettor to h-eve it out of sieht. It is s id th--=.t even the 
won.an of c-^sicst virtue likes t"'' t'eirJt of the :;one:/ which she finds midor the 
pillov; - s ^n o'^.rnest of "Affection. 

Under tho revised technique there is "Iso a chance th?.t sov.oonc will e;'=nt 
to cut off tho p-yT'ients to I'-'^rpe f"irr:ors. TJ'.is c^:'. r-^'^dily he done. The jefosont 
tcclniique of proppin-; prices recuiros th-t they he propieeci equally for all. Tho 
justific'tion for a f'^,r:e pro. rar; is tlet the u;iinhioited price systen treates 
tho f-'^rner with r-^ther :oorc ri. or th'=n it does oth-^r - roups, that, '’s noted, it 
onposGS hir; to cspoci'-llp' -adverse :;ove:';ents in his ter 's of trade when appropatc 
do'i'nd falls, ^nd th'^t both f^rn ■^nd ."enor-'Q wolf re "r^ served by ;eiti.;atinp 
thosG effects. If this be so, then the effects should he :;iti;^tod for larpe 
f-r-icrs '^-s vnell ^s sn^-ll. If it is soxuid soci'^1 policy to discour'^'.po lar.pG f-arn-e 
thrt is a sep^r'^te natter to ho le‘■isl'^.tod ^■nr'. defended on its own ncrits. The 
defects OX tl..o revised toclxniquc c-n ho partly ovcrco'.eo. The pro.'ran could he 
■/.iven its oivia rovenue sov.rce. The idc’! would he fund to he accumlatod when 
prices '^ro above the st-'ndard level. P'^yoionts to far;':ers could he rr^xle not by 
jovornnont checle, hut, in noro soc;;ly :'T'=nnor, by w^y of buyers or processors 
^nd so added to the price. The intention to divorce tho p'^peients fror; discrini- 
nation on farn siso could ho stron.'ly ^ffirnod by Conpressc 
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of the P'^.rticul^r eouilihriun surplus is v;orst — iu the c‘’.se of v/he'^t '^nd cotton 
in particular — the elasticity of suppl" in response to price reduction is 
alnost cort-inly rather lov/. .md aprari'’,n e-ffection for price as ca vj-ay of en¬ 
forcing production curtailnent is practic-'■lly zero ^nd intinately '^.ssociated 
v;ith voting 'ttitudes. 

The solution is not to '-ttacJs cereals or cotton directly, \;hich will ac- 
conplish little or nothiiv,. hut to put on a truly vigorous drive to shift re¬ 
source's to the livestocl': econony. In this effort v/o ‘^tq jointly hl^ssed hy the 
nuch yre-,tor ol-'.sticity of the demnd for aninal products as cor'pa.red pa.rticu- 
lerly with cereals -nd their very nuch j-reater resource reouirenent per umit 
of nutrients provided to the consu^ier. Hence, in sh^rp contrast with v/neat, 
a sn.°ll docre-'se in the price of livestock products \*;ill hrin-:- a relatively 
lar-'o increase in consumption. And to net the eq.uivalcnt calories in the forn 
of ajiiaal proi^ucts neans nuch rmoro than x^^roportional decrease in carea.l pro¬ 
duction. It t'^lses, knovr, sever'^1 tines nore ■^cres to provide a person with 
<= no-'t aiot than a cereal riiet. 

Kovrcver, to ronedy the surplus in t''eis v/ay v;ill reouiro = strong roversal 
of present policy. The present policy favors the surplus products over those 
which offer the pronise of renedyiny V.-.o surplus, h'he’t, cotton, aiicx other sur¬ 
plus products axe produced v/ith the advantage of a firn price -'uar^ntee; anina,i 
products either enjoy no such rua.r-anteo or, as in the case of dairy products, 
the guarantee is suhstantially lov/er. (a visitor fron i-hrs v/ould conclude from 
present arraivenents thut we cherished our over-production and. our controls 
and sou. ht only to keep the CCC in ousiness.) The revision in the technique of 
support suyyested ahovo is essential for reform since the present nothod cannot 
he a„ppii3ri to neats and h.a.s t'Tavc disa.dvantayes for dairy products. 

But norely to elininato the present discrinination ayainst aninal products 
is alnost certainly not enoudm. d.eternined. proyran for elininatiny surpluses 
would ■. 0 further a.nd place a positive preniun on aninal prodvicts. Sy supplc- 
nontary paynents, dairy and poultry products, pork and (if cattlemen could he 
persuaded to yo alon.-) heef would he riade profitable to the producer a.nd at¬ 
tractive in price to consumers. Every market incentive \i:oulal then exist for a 
movement of resources fron the sector whore they '^tq an enharrassnent to the 
sector vrhere they can he a.cconnodated vath cormparativc ease, sna.ll subsidy 
of livestock products would, in effect, he used to eliminate the iieed for a, 
much laryer and much less useful one for cereals, toyether with the accompany- 
ixv. controls. 

However, a full-scale attack on the surplus iid control problem vrould not 
rely exclusively on market incentives, hov/ever yenerous. Direct resource trans¬ 
fer Tjaynents vjould he offered to farmers who shift land, fron wheat to permanent 
pasttire and fron cotton to hal.aiiced-farniu.- systems. (These should, -^Iso ho 
used, for less import-nt crops like apples and prunes which, othervdse, wo std>- 
sidize year after year.) .tlso, the yovernmant credit agencies should ho 
av;ahened. to provide speci®,! cred.it up to a. very larye percenta.yo of total re¬ 
quirements of farmers mahiny the favored, resource shifts.^ 

IX 

I have no hesitation in sayiny that, yiven full employment d.em.and, a de¬ 
termined a.ttack could solve the prohlen. of the cere®! surplus — and the need, 
for companion controls — vrithin five years. Substantial pro-'ress miyht even 
he apparent by the tine of the next election. 
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I would not wish to cl-^in that the ne.-sures I lip.vo here outlined v;ould 
"solve" ell of the farn prohlen — or nore precisely the connercial farm price 
proi^len. There are disorders vrldch I h^ve not touched; no douht we v/ould he 
blessed vrith some new prohlens before the old ones disappeared. Yet it is 
evident that soae of our worst problons v;ill yield if virorously ^attacked, 
horeovci’, the solutions do not subject the farmer to the unreality of more 
extreme punishment by the market than he now experiences. Tor need the cost 
be rreat. Given full 0mplo;;Taent, the end product of the measures here outliup- 
ed nimht v/ell be a direct Treasury cost ^3 low or lower than ?.t present. 

hor must vie accustom ourselves to ^ny breatlv-takiny innovations in 
economic or social policy. Little th=t I li^ve su..T:0stod is new. we can solve 
the farm problems because they ?.re not especially intractable. V/c loa-von't 
solved thorn because v/e haven’t tried. 



PAEiv; POLICY: som PFuOPOGALS FOR li'-'PEOVSMTG* 

3y J. Z. Crall'.raith 
Professor of Economics, Harvard University 

Farm polic^A, in recent times, has almost certainl'f heen a source of dis¬ 
couragement to those who believe that, with thought arnd energy public problems, 
however intra.ctahle, can be ma.de to yield, hov/ever gra,du?.lly, to solution. 
There has been no time v.lien discoura.gement was better justified than now. We 
have just come through, another nota,bly agonizing reapioraisal of our farm 
policy. It began in early 1953 vrith a year-long study of our f^rm policy in 
T/diich the men of most e^rperience and knowledge in these matters v/ere called 
upon for their views. The people in general, and the Congress in particular, 
v/ere promised that the result would be a new anad fresh approach to tliis old 
and tired problem,, The Congress, at the same time, spared no effort to inf or, 
itself. It sought counsel and advice here in Washington. By travel it xuidor- 
took to tap that unique source of v/isdom which wise politicians know to v_.xist 
a.t the grassroots. Then, during the last session of Congress v/c had full de¬ 
bate on the proposals offered by the Administration. Eventually these proposal 
inta.ct in broad outline, wore cna.ctcd into law. Then to make sure th.?,t no im¬ 
portant aspect of the problem had been missed, th'^ v'holr: issue v/a,s carefully 
reviewed in the recent election, Surcl/A, a.s a, result, something inport-nt was 
accomplished,. Heroin, it seems to me, lies the reason for the poculi-er dis¬ 
couragement of the moment. Under the now f.^jem bill v/e can reason^,blv expect 
to have all of the troubles th-t wc ha.d under the old. one. Uespite "11 of the 
effort, which all of us must appl.'^ud, it can fairly bo s-id th-t no substan- 
ti'^1 problem of p^st f.-^rin policy has been solved. 

II 

The tost obviously lies in th-^ faults of the old. progr-m rand v/h'.t happen¬ 
ed. to thorn. There v/erc ma.ny criticisms of the progra,n that had been d.cvoloped 
prior to the Agricultural Act of 195^- These ranged from the complaint that 
it d.id Ic-st for those farmers v/ho most nood-'^d help to the conviction th^'t it 
d.id. things for all f-rmers that the government sliovildn't do a.t a.ll. Alterna¬ 
tively, it v/as believed to be working dama.go to the structure of the oconoray, 
the mora.l fiber of the farmers, or the spiritu,?! fa.btic of the Republic which, 
although not yet visible, v/as nonetheless decisive. Hov/cver, for t"'sting: the 
now farm program wo can properly p"ss over those fa.ults vh.ich arc bas'^d on 
ideological preference or individu'’! vaUuc systems or v.'hich are still hypo¬ 
thetical. Attention m-y be restricted, to those shortcomings which arc a. matter 
of pr.-ctical experience. Of those there would scv'i.m to bo four which are of 
coiir'’anding importance. I venture to suggest th==.t there v/ould be a considcr- 
fblo measure of agroemont on then. They a.rc: 

(l) The Gurplus Problem. Ropoatodly in the process of 
supporting farm prices the government, through the Comrnod-ity Cred.it 
Corporation, has been forced, to acouiro largo inventories of 
prodaicts which it d.id. not w-nt, for which it d.oes not ha.vc a, pl.-’.n 

l-'ctur,e given before the Ur.adu.ate School of the U. S. Department of 
Agriculture. Dccom.bor 1, 1952. 
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for jir.ndlin^- ciid disposiiir.’, ^nd which cost nior.oy to store, or, in sor;r spec- 
teciil r instances, couldn't ho stor-'d. Most recent Sccrot^jries of Ap-riculturc 
v/ould nnrlonbtedly identify the sur'nlus prohlcn es the v^orst of their woes 
line!''r p^st f-^rn propr^as. 

(2) The Controls -rohlon. As surpluses bec-'^eie onberr^ssinp und.r 

p-’st pro,r"ns, it b'"ce,no n-^ccsserv to iapose e.cr'^epe ellotnonts and mnrlTeting 

quot'^s. Those involve -e size.eblo ndninistretivo p.ppe.rntus e.nd ',ro otherwise 

unv/clcoMC. While the cxperiericc is not entirely conclusive, it soe.ns likely- 

tlu't, epr.rt fron tobucco and cotton, they present a serious dilorine,. Either 

ti'i.'' control? arc politically acceptable end not very effective, or they arc 

cffectiv'' and politically disagrooo.blc„ The recent ex]jcricncc with controls 

ov. r divcrt ''d ^'cr :?pe ^nd its abandonnont suggests the nature of the difficulty. 

(3) The Trade Prcblcn. Under past pro,grans, export products had 

to be sabsidized if they wore to maintain their place in world purkots. 

Cth'^iausc the supported price at hone would gr-du-'lly (or rapidly) retire the 

products from competition. Imports of products subject to the support-price 

progra'i h^d to bo limited by quota to keep the fa,rn(')rs of th^ world at large 

from taking advantage of American generosity. These export subsidies -nd 

iriport q.u.otas were sharply in conflict v/ith our general pretensions on trade 

policy. 

(^) The riserimina.tion Problem. The p = 3t programs provided a l"^r,'c 

measure of price security for wheat, cotton, corn, rice, tob-'.cco, '^nd pc^nv.ts, 

slightly I'.'^ss lor dairy products, sor.o feoc'S nd oilseeds, and no price 

3 curit'y ■-■t all for most other prodi^cts. As a r-'sult, a f-\rmer could ha.ve 

his r-^-v; material (feed) costs pegged while his product v/as subject to the 

rig'ors of the open market. Prod'^icts in s‘?bstanti’I surplus, like whca.t, had 

their prices pegged, hi.tritionally more important altorna.tivcs or those which 

better served the ends of soil a^iig water conservation — the products of grass¬ 

land agriculture in particular — enjoyed less or no price protection. The 

qur;stion of whether a product would receive support depended not on logic but 

on historgg politics, mid the infinitely important detail of vrhethor or not 

it would keep. 

Ill 

I haya spoken of these f'-'ults in the p^.st tense. It is the rigorous but, 

I think, fair test of the new farm program that it solves none of them. On 

tv/o points there can be no argument. The discrirlnation bctv/cen basics .and 

non-basics (or stora.bles a.nd perishables) continu.es -^nd no one suggests that 

anythin,? is done to eliminate it. The effect on internation''! tr=dc continues: 

it is the fact of support prices r.athcr th'^.n th.eir precise l.'vcl which neces¬ 

sitates export subsidies ^'nd import restrictions. Th"’.t the supports arc 

"flexible’’ will have no effect. 

Bu.t the twin problc.ms of s^’orpluscs and of controls ^Isq r''main untouched 

unless, perchance, one is willing to or:braco som.c rather breatht’^king proposi¬ 

tions in ruonomic theory. The prospective reduction in prices under the new 

flexible supports is rel.'-^tivoly slight. For the next tvro or throe years it 

v/ill bn noii-oxistcnt in the ease of tobacco, nominal for cotton, =.nd percept¬ 

ible only in the c.asc of whc.'.t. (in 1955 v/heat support prices will drop by 18 

cents fro". 52.24 to $2.06 a. bushel.) Turing th.’ congressional deba.tcs, amid more 

'.;spoci.''Hy during; the recent c-ampalgn, it w'=''3 omphasizod the.t no fermcr v/ould 

bo "hurt" by the now pro^ran. 
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It socns likely tli,=^.t no ono will 1)0 nuch hurt. And sinco there will he 

little or no pe,in there c-.n Do little or no effect on production. Evon in the 

e:-:trnnc c'^.sc of whc'^.t, no one enn ronlly suppose th'-''t ciphteon cents a. hushcl 

wall nnke nri.ch of en a^pprecinhlo difference in output, ho know tha.t in apai- 

cult'crc th-^ supplj^ response to price reductions c-n ho smell, and that it is 

likelp to he small or oven noelipihlc for products like v;ho?.t where product 

suhstitution in the inport^^nt producing aro-'=s is .at sh'^rplp increasing rates. 

hor is there anp ch'-nco tha.t such sri.all or nominal ch.= ngcs in price vdll 

hrinp an approciahlo increase in consumption. The surplus commodities .^.rc in 

pcncr^l those for which denond is incl-astic. An element of f.aith seems to lie 

hchind the notion that the new progr.-m will eliminate or mitigate the s'orplus 

prohlcn. However, as it has heen trulp said, f'=.ith withoxet the rccpiisito 

elasticities is not onoumh. ^ 

If the new' progr^''."! offers no euro for surpluses — if it docs not affect 

these one wap or another — then the prohlcn of controls ■’Iso remains unsolved 

•and i-'.ntouchcd. If surplp.scs grov/ under the new program, ■^.dministra.tors v/ill 

still face the incluct.a.hlc choice hetween letting them grev/ still riorc, putting 

on effective controls which might put the administrators out of office. 

So a.ftcr tv/o po.'xrs of notable effort, a.ll of the p-’st prohlcms of our farm 

policp arc still v/ith us. The f.a.rm program is still in conflict v/ith the tra.do 

policy. There is still a severe — I would apsclf say indcfcnsihlc — discrimi¬ 

nation hetwreen different producers. The surplus prohlcn is untouched. As .a 

result, the need for controls remains ’nd the dilemma, they present is unresolv¬ 

ed-. This is why, I suggest, that this is a discouraging; time in the history of 

farm policy. 

In this ^'.athcring of civil servants there is no ono, I am sure, v/ho will 

have partisan ohjection to my analysis of the Agricultural Act of 195^ or who 

will d-crivc partisan sa.tisfa.ction therefrom, I suppose I could seen to he 

criticizing the Ropuhlican Ad.ministration which v/’s rosponsihlc for the program 

■under review. But if there is a cl-andostinc Democrat within the sound of my 

voice, let mo remind hi;/; tha.t the fraxilts v;hich the Hcpuhlican Administr'^tion 

failed to correct wore the faults of a Democratic program. 

IV 

The reasons v;c have tried so hard and accomplished so little arc instruc¬ 

tive. Oddly enough, nc effort was r:adc to correct the f.aults of the past 

programs. These were ignored. Insto-ad, the nev/ progr-^n v/as designed a,round a. 

goal which was dnomod good and dcsir.?,hlo in itself. Bcca.usc that g’oal seemed 

good, it wa.s t'Hccn for g’ranted- that progress thcrctov;ard v/ould solve all prohlcn 

There wa.s no ro.ason to hclicvc this, hut it was hclicvod nonctholcss. 

^ This discussion takes .as given the level of ag’grcgato d.cmand.. If during 

the next crop yea.r, crop conditions being' given, vjc should have a. strong, 

d-omcstic d.emand. coupled with a. good expert market for whc’t ~nd cotton, then 

the surpluses wall fall. This will he true with the nov; system of supports; 

it would ha.vc been true njidcr the old. If during the coning yea.r ■uncmploynent 
grov/s, domestic dcr.v’iid becomes incroa,singly •rnacmic, and foreign demand de¬ 

clines, then the surpluses will hccooc more serious, whe.tcvcr the level cf 

support. The movement in dcna,nd, not the difference hetwreen floxihlo a,nd rigid 

prices, will he of determining effect. 
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The (^-0^1 v/^s a iiost'--1'Ic It w^.s tlic tradition?.! 'pricing. ?.rr?.ntjc- 

nents of t:ic free narkot. notion th-^t this r.i-'=rkct is the norm in ocononic 

polic7 is deeply ieiprintod on our :inds. The economist, no less th?.n the 

Irp'.iP.n, f.alls easily into the hehit of rieliin : -’ppp.rcnt pronress toward the 

free market the r.icp.sr-rc of cccnonic wisdom That w?.s the test th-.t v/^^s 
inplicit in the recent far:.; hillt It v/ill scarcely he arrmed tha.t the najor 

notifation wa.s the esc'^pc iron the sconinn a.rtificiality of fixed or rif;;;id 

prices for hp.sic products hack toward the soeniny np.turplncss of prices that 

rose -iip foil v/ith supply in the npuncr of the cla.ssical i.iarket. It w^s not 

possihlo to no all the wp-y to the cla.ssical market for ro''’sons that Wfcrc eco¬ 

nomic as well s political. To loa.ve a.h^ndoned pric^ supports for whca.t, for 

cxa.nplo, would have caus^^d not only an intarostin£: politic?,1 effervescence hut 

it v/oul^. ha.vo thrcp.tenad a fnll in fa.ru iiicone on the Great Plains, which even 

ardent opponents of price supports would not ha^rc contc:aplatod v/ith conploto 

apaaninity. 

The case for or aaainst the fr:e i.iarket is not at issue liero. I v/ish only 

to stress tha.t steps, real or appp;ppj;^,(-^ tov/ard the free narket do not solve the 

exigent prohlons of fp,r:'i policy. ITor w-’s there ever a.ny reason to think they 

v/ould. At any tine in the I'^st yo’r or so a dct-echod viev/ would ha,vc shov/n 

that the ronodial of the flcxihlo prices, so far as our f'vrn troubles arc con¬ 

cerned, is approxinatcly zapo. 

V 

Our resistance to thm lessons of exp'^ri axico in far:" i.attars is extraordi¬ 

narily hig’h. Accordin,-ly, we ca.n have no rra^t hope tint reach will he le-'rnod 

fron the rrisspent effort and the disappointrmnt of thase fa.st two years. On.e 

reason is that our appro'ch to fapn policy is now essentially theological. With 

Tcpuhl;icaxis, a heretics fron the wide spa.cos apopt, flexible supports, how¬ 

ever InflcxiDlc, ar" r pidly hcconiiig a n.-^ttcr of faith. The Dorrocrptic Party 

nov/ "VOWS its su.pport of ninety per cent with at Ic st ",s nuch religious fervor 

a,s it opposes sin. The position of ccono'xlsts is not .greatly different. Defense 

of the free nerket either as such or under t'rc nore sophisticated cuphenisras 

of "the need to let rela.tivc prices do their job" or ''the neccssitg- for loniu- 

paired resource a.Hocation" has achieved the stuading of a religious rite, (it 

is also iiicrcasingl3' wlia.t na.rks a scholas as honest, penetrating, forthright, 

rasponsihlc, corapetant, aing decently conserva.tivc in his approach to ccononic 

policy.) These attitudes — the notion that fa.rr. policj? is the province not of 

ccononics hat of canon lav/ — arc not helpful when it cones to learning by our 

nistakos a.nd our r.lsfortuncs. hisfortunc, for the devout, calls not for intro¬ 

spection but for roaffirr.iation. 

Still, if only as a purely? intellectual exercise, wo r-'iif_ht conta:':pl'.tc the 

lessons of the recent experience. There ^rc tv/o of ^ rlnor sort which I nij;:ht 

a'.cntion in pa.ssinga Before '-ueal -'ftrr the oirctioxi in 1952 ^nd through, nuch of 

1953 there v/a,s considoreblc hope th^t v/c .'licht find so::c n--rvclously new fornula, 

for solvixig oar far:'i troubles. The PresiJ.ent ropoa'to<lly expressed such a. hope. 

We vrero told that the best niiids were a-t v/ork. As r^'sult, so;“ethixi^; new a,s 

w^ll as better would be forthcouing. 

Cf. for ox,";\plo. Turning t’yg G:'"rchli. ht on F_rn Folic.v (The .^"rr: Pounda.,- 

tion, 1952) and "ly cor.: entag', "Economic Preconcepti ons ' nd the T'-'rn Policy," 

Ag'.erican Econonic E.eyi_gw_(^“^'"’^ch 195^) - 



As everyone knoxvs, the prograiir thr t fj.rally emert^od vras ''<ievj like the 
program of 1948 which was already on the uo<;ks« This sho'ald have surprised no 
oneo There wag never a cnanca, and the'ce is now none, that the farm prohism 
will he solved hy a new idea of "breath-making originality and ■brilliance* Th:.s 

is an area where social innovation is c )nfined hy social mstitutionse This 
means that the 'brilliant ne\r idea must be consistent with our attitudes toward 
government, propertyp and the ri-i^its and immunities of individuals in general 
and of farmers in particular# Something in the way of precedent must be cited 
to show that the idea is not wholly hair-hrained# All this 'D'eing so — and no 
doubt it is 1'rell that it is so — the chance for a great new idea that will 
resolve our ■oro'blems is nil or practically sol The farm problem will "loe solved, 
if at all, hy the painstaking, and above all the ohjective,, use of what we 
already know. 

^’>^6 must also he on guard against the habit of testing all proposals by 
whether they provide a j)arfect solution-. The past farm xorogram has been regu- 
lo.rly impugned for the problems it creates. The surxjluses, the controls, the 
interference with trade have been cited, to prove that it is whollj^ had. The 
efficient v/ay in which this program cushioned, the decline in farm exports 
since 1951"52 — a d.ecline of no less tlian ^4 per cent in the case of wheat 
in tv^o crop years ■— is commonl:^ ignored, her are the shortcomings balanced 
against the support that has been given to farm income and. to the prevention 
of social tension and hardship in the farm areas. Nor do such critics observe 
that the past progi-am has been one of the important built-in stabilisers for 
the ecoiiom.y at large. 

Progress recuires that i^re be better prepared tha.n in the pa.st to strike a 
balance between good and bad, shall find fexir, if any, reforms i-Piich are 
totally good-, bfe must learn to a.ccept those for which the advantages outweigh 
the d.i sad vantages. The fact that in repairing some shortcom.ings others are 
added is not decisive. The decisive consideration is whether fnere is a net 
ad-vance. 

Sut the most important lesson the recent past concerns the orientation of 
our efforts to reform and improve the farm program. If we are to make progress 
and if v/e are to be sure of rnaJeing progress, we cannot organize our efforts 
around abstract goals. Pree markets, uninhibited resource allocation, lessen¬ 
ed reliance on price fixing, however much they excite our affection, are not 

a promise of improvement. Hor do firm, guaranteed, or rigid prices have intrin¬ 
sic virtue or shortcomings. If we are to make progress we must organize our 
efforts aroujid definite remedies for specific faults. Given the problem of 
surpluses, or controls, or discrimination, or trade we must start by asking 
ourselves, simply and directly, what meastxres will solve these problems and 
at what price in the form of other disadvantages. This means, of course, that 
we accept the principle of support to farm price and income. We address our¬ 
selves to ways of removing the oppressive problems vrhich now arise in course 
of providing such support® 

Until farm policy is approached in simple, non-theological terms such as 
these, I doubt that vre will make any progress. Let rae illustrate this approach 
in relation to the shortcomings of the past programs which unliappily continue 
under the A^Ticultura.l Act of 1954. 
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VI 

Much of our uresent trouhl3 obviously arises from the particular technique 

of support wPicli v/e pre^3ently employ and vrhich remains 'aiichanged under the new 

legislation. The interference with foreign trade is the result of supports 

v;hich 'Drop prices above the world prices Moreover, it is in t’ne course of 

urouping prices that tlie government acquires stoct:s» This teclmique, therefore, 

is responsible for so rauch of the surT)lr s problem as is associated with tovern— 

ment ownership of stocks. And since the fea.sioility or impracticabilit3'' of 

government storage is an important cause of discrimination, the support tecli- 

ninue also has a bearing hereo 

This means that a change in the support technique -— the abandonment of 

props and the substitution of a method which wou-ld allow prices to find, their 

own level and provide direct payments to bring them up to the sttindard (i.eo, 

90s S2 1/2, or whatever per cent of parity) would, be a substantial reform. The 

tradie problepi v/ould. disapijearc. Since domestic 'prices would not be directly en¬ 

hanced, the American erqporter would be under no handicep end the doraestic market 

would not be artificiall,]'' attractive to the forelgnerc Also, discrimination 

between storables and perishables would, no longer be technically necessary^ c'b— 

vioLisly the prices of pone or butter or eggs can as readily be supplemented by 

direct 7:)a3^ments as the price of wheat or corn. Since government loans or t3UI-— 

chases are not used to peg prices, the sun^luses do not become the-^^property a^nd 

hence the peculiar responsibility of the Secretary of Agricu3.ture*' 

Meanwhile, the protection accorded to the farmer v/ould be substantially the 

same. The 'payments would, compensate for adverse movements in his terms of tra.de 

in times of declining aggregate demand — perha.ps the major nationals of the 

farm price program — and the economic stabilisation effects of the present 

system are preserved and possibly enhancedo ^ 

These are formidable gainso However, not all problems are solved, and these 

are noc undiluted gadns. The incentive to produce remains unchanged, so pre¬ 

sumably, the production will be as larrge as before.^ Large production of a 

product would, manifest itself not in government varchases as before, but in low 

market prices and. proportionately increased payments to give the farmer the 

guaranteed prices. In effect, migraine ind.uced by a suriolus uroblem moves across, 

the i'lall from the office of the Secretarj'" of Agriculture to that of the Secre¬ 

tary of the Treasury, 

Since the surplus problem remains, so d.oes the.t of controls. To keep costs 

d.own, some v/ay must be found to prevent the undue e:psansion of un.v;anted crops. 

There is a chance that the new technic,ue of support vmuld ease the control 

problem — for esiample, the supplementary pajmients could easil:^ be denied to 

^The proposals submitted to the Congress in the winter of 19^9 that came to 

be ]-nown as the Brannan Plan v/ere narrower in their application and hence in 

their effect. Storable products would still have been pronped under the Brannan 

Plan; only perishables would have had supplementary payments* As a result, the 

Brannan proposals would not have much affected the trade problem ■— most export 

and import products 8.re storable — and .government accumulation of storable sur- 

•oluses would still have been renuired., Mr,. Brannan’s attack was, essentia.lly, 

confined vo the problem of discrimination as well as to the peculiarly difficult 

job of hand.ling perishables like potatoes and butter ’hiere storage, though im¬ 

possible or expensive, is nonetheless forced by Congresso ^The cost of sustain¬ 

ing farm income is shifted, from the consumer to the Treasury which, in times of 

recedin-g aggregate demand., means a large ex'oansionist effect. 



ovor-auot.^ productioar Sp tl-u.s o;iforci:v. " s’’' rp r ■'drctioa in rv'r. in'^l r-r-v''nun, 
cr.forcnuont on tho s'O 'cific crop v/ould tins Id? rnrln r si::.plo» J-lowcvorj 
sinplo or not, ^ cl^tnilnd control ■'=pp^rntus is still n'^ccss^rp, 'n- in cnsos of 
sovorn disequilibriu;o it would still l.nv.' to do i.'U-pl'^'^s'^'iitly snvorot I sh'^11 
Invo further word on this prosnntl”. 

VII 

There -'re -Iso sono dis'^dv^nt"'o-.;s fro:', the rr:''ir'dy. In welfare tnrr.s, th-C 
cost of tho nltorii'^tivc techiTiiuuo is no hi.vher '='.nd :.up' ho lower. Bp diroctlp 
■boosting the price to tl.c consmior, tho pr-'sont -rrein.eo-ent -^cts line e s''->les tun 
levied on t''.c p-^rticul^r product. The consru'inr p'^.r/s this Under thu -^Itcr- 
ne.tivc sr/stc:'! tho r'onoy* W'uld in f'^ct be r^'is 'd "bp the Trees'O-i'p. '(Vleon the price 
supploncrits vjero heinn p-id '^b V'.' result of ■ s:'-ort^"o of a. ■rop'^.t'^ d'^: -nd 
(i.Oc, devolopin_ deprossion), this would involve no c::'!D''rr'''ss:‘~nt, for it 
would ho fisc'llp sounrl. ■^nd d'sir^nlo to "llov; tl'.e p-pTiv'nts to incro^so the 
deficit, With dchvnd et full G:'iplop;iont levels, funds for anv pap tents that 
"ti ht then ho required should, in principle, cone fro:: taxes. This is unliholp 
to ho pel'^.tehlc to Trcasurj ''n^' 3ud.,?t • utl.oriti''S, '^Ithou- h it c^'ii hardlp ho 
su-'.vested that their preferences should he decisivcu 

There is -Iso the possioility that f rr^ers — sono =t 
tho roe^'ised toch-iiiouic loss ^o^l^tahlc, 'vlthou'h H-th--wap’s 
i as v;oll ■=•3 polls hy v/~ 11 ^,co ‘ s r':or in lov-a su v'cst 
is easily cxa,v,y orated. Under the revised techaiiquo. wh^.t 
in .,p view with justice — "s leritir:ato protection in lie 
vclnor<^hlG position tahos the for"', of wholly overt suhsi 
ethos there is no such thinr '' 1 eyiti.nato suhsidp. If 
ho paid, how nuch hotter to have it out of sivht. It is s 
wonan of o-^sicst virtue lihos to f'drih of the none:/ w'hich 
pillov; ?s ei^rncst of ■affection. 

le'^st V7ill find 
inv:'Sti- 'tions in hich- 

t’v-t this rosist'^ncG 
the f-rnor revards — 
ht of his -pccuILi'_rl:y 
dy. In the I'uritan 
one nust no'aotholoss 
id that even the 

she finds under the 

Under the revised technique there is -Iso a ch-nco tha.t sor'.conc will vr^nt 
to cut off the p-ymonts to I'-’-rpe farners. Tl.is c^iv r.''''^dilp he done. The present 
technique of loroppinv prices requdres th-t they ho proppoc'. equally for all. The 
justific = tion for a f'’r’n. pro. ran is that the tuiinh.ihited price spston troates 
tho farner v/ith rather norc ripor than it does oth-'-r 'roups, that, =s noted, it 
exposes hin to cspccivllp- •^■da'crsc :'':OV'a':e:'its in his ter" s of tr'^olo when a, .:TG.patc 
do-i-'iid falls, ^nd that both f'^rn and v'ener''! \\7Glf re 're served op* nitiaatinn 
those effects. If this he so, then the effects should he ::iti.;atod for larye 
f-rn.ers -^.s well sn^ll. If it is soi'ci'l soci'^1 policy to discoura.po l.arpe farn-e 
that is a sep^r-^te natter to ho le'isl-at^d '^rah defended on its own norite, Tho 
defects of th..o revised toclmiquc cn ho p:=rtlp ovcrco:";o. The nrovran could ho 
piven its ovrn revonuo source. The ido'^’l would ho '• fund to he ^,ccu;mlatcd vrhon 
prices ore ahove the st'n''’a'.rr.. level, P'^pn.onts to fara.nrs coulri. oo na.dc not hp* 
rovornnent check, hut, in noro soc:.iy :'^^.nnvr, hy of hupors or processors 
end so added to tho price. The intention to divorce tho ■p'^po'ents fro:", discrini- 
n^tion on farn size could he stronplp- "-ffir'ied hy Coi'i. ress. 



YIII 

8 - 

AS notoci, the prcbleri of si’.r 'nis run eonLi'’vjls rena/insr This is not sur¬ 

prising , for it hrs never been -rtc-chch. /ore it once t'=c]:lca> not as ?,n oo:cr- 

ciso in social theory, hut =>3 - proolr i to he solved, the surplus quostion 

vTOuld ^Iso undoubtedly ^^iold. 

At the outset a, distinction ]just he "irde between surpluses tlvt ^ro '"■sso- 

ci-ted with a peii'-r^l deficiency in don-'nd ^nd those which ^rc the result of r 

particul’’r disca_uili‘;',riun in product or '•roup of products. It is not too nuch 

to say t''nt the problen c^n be discussed intellipontly only in linht of this 

distinction. In the p^st it has not often been nrdo. Let no spca’c first of 

the cneral eruilibriui surplus* 

blion a, ere,pate ■■'io-'V'nd in the econony f^lls v/o ruy cnpcct can ali_rop.nd re¬ 

dundancy of a,'Ticultur"1 output precisely as we onipcct ^'enera,! unenplo’^oncxet of 

vrorlccrs. Unliiee uncnploynont, th^ concept of an a,-Ticultural surplus is not 

without -ap.bieuity. It irieli'^s th t ;\orc product is ay^iiopiQ than can be sold 

at prices the co:r'Uxiity re, ■ ra.s as apenu-^'to* 0eviously, the notion of what is 

adequrto ixivolves a,],l sorts of subjective judn.nont s. However, the fact th.at 

a,,vriculturo in the s^eort nui '.djusts to doclinin" donuid with falliiv' lerices a^p 

industry with a cp.rt"ilncnt of outuut no'ns th- t the lov; prices (or yrowixin 

novernnont inventories) arc the precise eountorp-rt of unenployeent in industry. 

The obvious lonc'-riva renody for tils tj^^pe of surplus — very likely the only 

possible renedy — is to reie-air the shorta.pc of a,,-,pre---,te donendn The very 

tasks whicli this shorte-o of causes the overnnent to perforn in- t]re a.f^.rieu 

cultural sector — tl'.e acquisition of stocks to support prices or the outl.a.y of 

funds to supplonGxit prices under the alternative err--nne:nent here supnosted — 

help to ro'.'iody the pcnoral deficiency in denand. We s?iouid accept and oven 

v/alcor.io those outlays as 'o rt of th5 counter-deflationary nachinery of the nodern 

econony.. In xirinciplc, no neasures of cro]j Gurt''ll'n.ont or control should be 

t-ken v/hen , ener l ecuilibriur- sur'pluses appo-r. The practic 'd situation nay 

conceivably force exceptions but, ag proad rule, when farn surijluscs r-ve the 

resuHt of depression tlie lino of renedy runs to the doxpression and not to the 

surpluses. The only iDroblen presented by the latter is to live with them 

■as X-Tocofully a.s possible^ Glcarly the alternative support tcc''Lniqucs here out¬ 

lined will substantially ease this problen of surplus nanapenent esioocially for 

porisba.bles. 

The loarticular cquilibriun surplus "lay rriso even v;hnn the econony is 

functionixi--' at full-cnployr.ient levels* Sono set of causes ■— exceptionally hi-h 

yields anp production or a decline in forei.-n or donostic doev-nd — brinps a 

preatcr jproc'uiction than can be sold a-t ]pricos tle't deoned a.dequatG» This is 

the nature of tho lorcscnt surplus of v/heat (and related cereals) of cotton, anp 

of a. United imnbcr of other products. Ixi the case of cotton the cause is the 

hi: h UT)ward elasticity of supply* In the case of vrfeeat it is the decline in 

overseas don-'nd followinp the curlier expansion to noet vrrtinc requirenonts* 

This, it v;ill be said by na.np', is tho kind of surplus that should be olininated 

by reduction of the price st-andard. Thera is certainly no m'xiversally defensible 

price standard. In the current case of wheat, levels by sono standards of 

copiity nay well be "too hi, h." Technolo leal cha.iv-e has left the v/hoat parity 

■naroonod on a very hiph schoal. But as a^ device for suri^lus control, price re- 

ductioii appeals . rea.tly to those whose affection for the tra.di'Cional outv;ei,':hs 

their desire to be practical as v/ell as to tliose who dislil^e on prounds of 

principle to see the fa.rnor escape the punislvnent which tlie narhot is supposed 

to nete out to those v/ho are cau"ht ovor-proflucinp. In fact, vdiere the problem 



of the p5=,rticul'^r eouilibriun surplus is v/orst — in the cuse of whee-t '^nd cotton 

ill particular — the el•^slicit;/ of suppl'/ in response to price reduction is 

a,lnost ccrt'--lnly rather low. .nid anr'’,rien affection for price as a way of en- 

forciix; production curtailnent is practically zero -md intimately associ'’.ted 

v/ith votiny attitudes. 

The solution is not to attae’e cero'=ls or cotton directly, which vrill ac- 

conplish little or iiothiny, but to put on ^ truly vi-'-orous drive to sliift re¬ 

sources to the livestoc]'! econoriy. In this effort we ^re .jointly blwssed by the 

much yro-ter cl-stici:y of the de.m'iid for animal products as compared partieu- 

l?rly with cereals -nd their very much yrc’.ter resource reouirem.ent per unit 

of nutrients provided to the consumer. Hence, in sharp contrast wife vdee^’t, 

sm=^ll docre^'SG in the price of livestocl: pro'iucts will brine- a relatively 

I'^’T'c increase in consueiption. juid to ret the eq.uivalcnt calories in the form 

of anirial products means a much more th^n proportional decre- se in cereal pro¬ 

duction. It t-^hos, we know, sever-^l tines more -^cres to provide a peison with 

meet diet then a cere'll rietc 

Eovrever, to rem.edy the .surplus in t^iis v/'^y v;ill reouiro = stronm reversal 

of present policy. Tlie present policy favors the sur;olus products over those 

which offer the promise of remedyin;' the surplus, hhe't, cotton, 'iid other sur¬ 

plus products arc produced with the ardv^^nta/’e of firm price ."uer^ntee; anina,! 

product,s either enjoy no such yuarantec or, as in the c^sc of d-^iry products, 

the r-UT-^ntee is subst■^ntielly lower. (a visitor from mars vrould conclude from 

present =rran-'e:nents th-t we cherished oior ovc-r-proeuction aiirl ow.r controls 

'^nd sou.'lit only to keep the CCC in business.) The revision in the technique of 

support suyyested above is essential for reform since tbe present method ceininot 

be applied to ne^'.ts -^nd has yravo disadvant^r'es for d-iry products. 

But .merely to elir'ilnato the present 'iscrirnmn^tion a.y^inst animal j)ro.ducts 

is almost cort^inl/' not cnou:!'.. a determined nro r^m for eliminating surpluses 

would . 0 further -^nd pl'-co a positive premiur.i on ^nimal products. By supple- 

nont'^ry payments, d~iry -^nd iDordtry products, por.’c -nd (if c--ttlencn could be 

persu-^ded to yo alon.") beef v.^ould be m-^de profit'''ble to the producer and at¬ 

tractive in price to consur'ers. Every market incentive would then enist for a. 

movement of resources from, the sector where they -'re an embarr'ssment to the 

sector vrhere they c^n be accon.mod'’tod with conp-^rativo ease, a sm^.ll subsidy 

of livestock products v;ould, in effect, be used to eliminate the need for a 
riucli laryer ^nd muck less usefnl one for ccre'^ls, toyether with the accompany- 

iiw controls. 

However, full-scale attack on the surplus nd control problem vro'u.ld not 

rely exclusively on market incentives, hov/ever aenerous. Direct resource trans¬ 

fer payments would be offered to f'^rmors v;ho shift l^nd from wlic^t to permanent 

p'^stnue ^nd from cotton to b-^lanced-f■^rmin. s^aste'is. (These shoulrl ^Iso bo 

used for less inport-nt crops like apples and prunes which, otherwise, we su''>- 

sidize year after ye^r.) aIso, the aovernr.aant credit ar-encios should be 

aw^lrened to provide special credit up to very l^rye percentaye of total re¬ 

quirements of farmers ma.hin,y the f''vor9d resource slifts.^ 

IX 

I h^vc no hesitation in sayiiv: th:^-t, yiven full employment demand, a de¬ 

termined attack could solve the problem of the cere-^^l surplus — ^nd the need 

for co"’panion controls — vrithin five ,3'ears. Substantial pro'ress m;i-"ht even 

be -apparent hy t]ae time of the next election. 
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I would not wisli to cl’^in th'^t tl-.e no--'suros I h'^-ve here outlined would 

"solve" p-ll of the fern prohlen — or riore precisely tlio connerci‘^1 fp-rra price 

proolern. There -re disorders which I h'^ve not touched; no douht v;e would he 

"blessed with sone new prohleras "before t'le old ones dlseppep.rod. Yet it is 

evident tint so'ie of our worst pro'blons v'ill yield if vi.;orou.sly att:,ckcd, 

i-oreovcr, the solutions do not subject the f'^rner to the unreality of r.iore 

extrene ppuisrnent by the r.ie.rket thpn he now experiences, lor need the cost 

be crept. Given full enplo''Taent, the end product of the raepsures here outlin¬ 

ed nicht well be p. direct Treasury cost '"s low or lower then nt present^ 

'l or r'ust v'c pccuston ourselves to pny breeth—tp-hin,” innov^diens in 

ccononic or socipl policy. Little th^t I h-ve su .rested is new, 'do cp.n solve 

the fp.r~ probleras boc’use they p.re not especielly intrectable. Ye haven't 

solved then because vre hP.venH tried^. 



Fiffix POLICY: SOFiE PE0PC3ALS FOR Ir'PROVSi'-.SPTG* 

By J. E. GalLraith 
Professor of Economics, Harvard University 

Farm policy, in recent times, ha.s almost certainly tieeii a source of dis- 

coura.gement to those vfno believe that, with thought and energy public problems, 

hovrever intracta,ble, can be ma.de to yield, hov/ever gradUcvlly, to solution. 

There has been no time v/hen discouragement was better justified than now. We 

have just come through another notably agonizing reapioraisa.l of our fa.rm 

policy. It began in early 1953 with a year-long study of our fcrm policy in 

vdiich the men of most experience and knov/ledge in these matters were c'lled 

xipon for their views. The people in general, a.nd the Congress in particular, 

were promised tha.t the result would be a now a.nd fresh approach to this old 

and tired problem. The Congress, a.t the same time, spared no effort to inform 

itself. It sought counsel and. advice here in Washington. By tra.vcl it rndcr- 

took to tap tha.t unique source of wisdom which v/isc politicians know to exist 

at the grassroots. Then, during the last session of Congress v;g had full d.c- 

bate on the propos'^^ls offered by the Administration. Eventually those proposal 

intact in broad outline, were cna.ctod into law. Then to make sure that no im¬ 

portant aspect of the problem h?d. been missed-, the whole issue v'as carefully 

reviewed in the recent election. Surely, as e. result, something import-nt v^as 

a,cconplishcd. Herein, it seems to me, lies the reason for the poculi-ar dis- 

courag’Gment of the moment. Under the nov/ f?-rn bill wo can roasonebly expect 

to have all of the troubles th-t wc had under ti'-.o old. one. Dospite '11 of the 

effort, which all of us must applaud, it can fairly be said. th=t no substan¬ 

tial problem of past farm policy ha.s been solved.. 

II 

The test obviously lies in the faults of the old. program .end v/hat happen¬ 

ed to them. There wore many criticisms of the pro^^rann that had Decn d-cvolopcd 

prior to the Agricultural Act of 195^- These ranged from the complaint that 

it did least for those fanmers who most nocd.ed. help to the conviction that it 

d.id- things for all fer..iers that the government shouldn’t do a.t all. Alterna¬ 

tively, it v/as believed, to bo \T/orkin.g d.ar.aa.go to the structure of the economy, 

the moral fiber of the farm.nrs, or the spiritual fa.biic of the Republic which, 

although not yot visible, was nonothcloss decisive. Eov/evor, for tr'sting the 

new farm xerogram wc c.-'^n properly p'ss over those fa.ults which are bes':^d on 

ideological proferoncG or ind.ividu'^1 value systems or which are still hypo¬ 

thetical. Attention m--y be restricted to those shortcomings which are a. matter 

of practica.l experience. Of those there would seem to bo four which arc of 

co-mm^nding importf>ncG. I vontur-' to suggest th=>.t there v/ould bo a. consider¬ 

able mea,surG of agreement on then. They arc: 

(l) The Surplus Problem. Ropoatod.ly in the process of 

supporting fa,rn prices the government, throug’h the Commod.ity Credit 

Corporation, ha.s bcoxi forced, to a.cauiro largo inventories of 

products which it did. not w-nt, for v.'hich it d.ocs not have a. lelan 

*A I'cturo given before the Gr.ad.uato School of the U. S. Dcpa.rtmont of 

Agriculture. December 1, 1952. 
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for hr.ndlin^’ r.aci disxoosin/.', ■'^xkI v/hich cost r.ionoy to store, or, in son~ s,eoc- 

tncul r instances, couldn't to stor':^d. Most r'c^nit Socrot'-^rios of Agriculture 

v/ov.ld Uiil.oubtodly identify the surplus protlcu. es the v/orst of thoir woes 

Uiid' r pu^t f=rn pror-runs. 

(2) The Controls -rotlon. As surpluses oecexie or.foe.rr'^'ssing und./r 

P"’st pro,.T"^'.ns, it tecpeio neccssp.ry to inposo cecr'^pge ellotricnts end mprA''ting 

quotas. These involve ^ sizoplolo ^d-ninistretivo pppe.r^.tus ?.nd -'.re otherwise 

unwclcoMC. While the experience is not entirely concl'nsivo, it soens likely 

thn't, ppp.rt fron totecco pnid cotton, they present a serious dilor'’.n<n. Either 

til" controls p.rc politicplly p,ccoptp/Dle end not very effective, or they p,ro 

offectiv'^ P.nd politically disagroop.hlc. The recent experience with controls 

ov. r divert-^d 'cr :pg'e pnd its ehendonnont suggests the nature of the difficulty. 

(3) The Trade Prohlcr.i. Under past pro,grans, export products h^h. 

to be suhsidisod if they were to naintain their pl.aco in world i.urkets. 

Otheiv'isc the supported price at hone would gr-duplly (or rapidly) retire the 

products fron conpetition. Inports of products subject to the support-price 

pronTa''i h'^.d to bo lir.iitod by quota to keep the fa.rners of thp world at large 

fron t'^kiny .'"dvantayc of Ancrican .ecncrosity. These eiqport subsidies and 

inport q_uotas were sharply in conflict v/ith our noncral pretensions on trade 

policy. 

(4) The Discrinin-ation Froblen. The p-st pro,ara'.is provided a l",r/c 

ne^siirc of price seciirity for wheat, cotton, corn, rice, tob-'.cco, "^nd pc'’nv.ts, 

slinhtly 1-^ss ior da.ir7' products, sono f.aeCs nd oilseeds, and no price 

3 curity ■■•t all for riost oth:^r products. As a r sult, a f-\rnor could have 

his rav; natori-''! (feed) costs pegged while his product v;as subject to the 

rigors of the open r.urket. Prod^'icts in sv-bstanti'1 surplus, likr whca.t, had 

their prices peny.'cd. nutritionally noro inportant altarnakivcs or those which 

bettor served tbs'! ends of soil and w'^'ter conservation — the products of grass¬ 

land .agriculture in p^rticul•^r — enjoyed less or no price protection. The 

qi.iristion of whether a product woi.ild receive support depended not on logic but 

on history, politics, uid the infinitely important dot^^.il of vfhethor or not 

it v;ould keep. 

Ill 

I ha.va spoken of these faults in tha p^.st t.-uisc. It is the rigorous but, 

I thini', fair test of the new fare progran that it solves none of then. On 

tv/o points there c.ana bo no argaiuant. The discrir.dnation bctv;c.:n basics .and 

non-b<asics (or storables a.np perishables) continu.es ^nd no one suggests tha,t 

anything is done to clirdnatc it. The effect on inte.rnation-'l tr^dc continues: 

it is the fact of support prices rather tha.n thoir precise l.''Vcl which neces¬ 

sitates export stibsidics "^nd import restrictions. Th^t the supports arc 

"flexible" will have no effect. 

But the twin problc'is of s^’orpluscs and of controls ^Iso r 'ri-x^ln untoeichcd 

i.inlcss, pcrchanico, one is willing to ouxbr^ ce some rather broatht •kinpg proposi¬ 

tions in ruonomic theory. The prospective reduction in prices under the new 

floxibln supports is relatively slight. For the n^xt two or three years it 

will be non-ox:istcnt in the case of toba.cco, nominal for cotton, ^.nd percept¬ 

ible only in the case of v/hcat. (in 1955 wheat support prices will drop by 18 

cents froi 52.24 to $2.06 a bushel.) Turing tii.' congressional debates, anid more 

e^speci.ally during the recent c.anpa.ign, it w-'S emphasized that no f?^rncr would 

bo "hurt" by the nov/ pr0(;^ra,n. 
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It socriB likely tliPt no one will lie nuch hurt. And since there will Ic 

little or no puin there cun lo little or no effect on production. Even in the 

eeitrene c'’.so of whe^.t, no one cun reully suppose tli-'-t cinhtenn cents a bushel 

v.dll nakc nuch of an appreciallc difference in oxitput, ko know tlvat in p^nri- 

culture th'' supply response to price reductions c^n Ic snail, and that it is 

likely to Ic snail or oven noeliplllc for products like whoa.t where product 

substitution in the inportpnt producing area’s is at slr^rply increasing rates. 

Tor is there p,ny ch.-nco the.t svLch snail or noninal chpngcs in price vrill 

briny p,n ppprociablo incrcp.se in consumption. The surplus connoditics are in 

ycncr-^.l those for 

behind the notion 

probloHc However, 

olpsticitics is no 

which denond is inelastic. An clcnont of faith scons to li( 

th°.t the now progr.-n will clininato or nitigate the surplus 

as it has boon truly s-'id, faith without the rcq.uisit. 

t onounh ^ 

If the nev/ progran offers no euro for surpluses — if it docs not affect 

these one v/ay or another — then the problcn of controls •^Iso ranains unsolved 

and ■■'jotouched. If surplu.scs grow under the new progran, '^dninistra.tors v/ill 

still face the inoluct.a.blc choice between letting then grev; still more, putting 

on effective controls which night put the adninistrators out of office. 

So after two years of notable effort, all of the p^st problems of our f.''r;;i 

policy arc still v/ith us. The farm program is still in conflict vdth the tra.do 

policy. There is still a severe — I would myself say iiidcfcnsiblc — discrimi¬ 

nation between different producers. The surplus prcblcn is untouched. As a, 

result, the need for controls remains ’^nd the dilonna, they present is unresolv¬ 

ed. This is why, I suggest, that this is a discouraging tine in the history of 

farm policy. 

In this ^-.athcring of civil servants there is no one, I a,m sure, vdio v/ill 

have partisan obj^ection to my ana.lysis of the Agricultural Act of 195^ who 

vdll derive partis.an satisfaction therefrom. I suppose I could seen to bo 

criticizing the Ropublica,n Adninistr'-^.tion which v/=’s responsible for the program 

under review. But if there is a clandestine Democr^^.t within the sound of my 

voice, let mo remind hiii that the faults v/hich the Hcpublican Adninistr'^tion 

failed to correct were the faults of a Tenocratic progran. 

IV 

The rca.sons v/c have tried so hard and accomplished so little arc instruc¬ 

tive. Oddly enough, nc effort was na.do to correct the f.aults of the past 

progr.-',ms. These were ignored. Instca.d, the new progran v;as designed around a, 

goal which was doenod good and desirable in itself. Because that goa.l seemed 

good, it wa.s t''kon for granted th^.t progress thcrctoward v;ould solve adl problems. 

There was no rea.son to believe this, but it vras believed iionothcloss. 

^ This discussion takes given the level of agigrogate demand. If during 

the next crop yoa,r, crop conditions being given, v/c should Have a. strong, 

domestic demand coupled v/ith a. good expert market for whe-t "nd cotton, then 

the surpluses will fall. This will be true with the nov; system of supports; 

it would ha.vc been true under the old. If during the coning yca-r unemployment 
grows, domestic dcr.v-nd becomes increa.singly anaemic, and foreign demand de¬ 

clines, then the surpluses will become more serious, vi/hatcvcr the level cf 

support. The movement in demand, not the difference between flexible amid rigid 

prices, will be of determining effect. 
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The £.'oal v/‘=’,3 iiost' Ir-ic cn(^. It v/'^.s t'lo tradition?,,! priciu,^ p.rrariiec- 

nents of t'lc froo narkot. Th^ notion tin't this r;r^rl:ct is the norn in ccononlc 

polic7 is deeply inprinted on our ;,:inde. The econor^iist, no less tlop.n the 

Ir.yiP.n, falls easily into the ha.hit of nakiny apparent progress toward the 

free .'la.rket the nca.sm'o of cccnoeiic v/isdon- Tha/t was the test th'-:t v;^s 
iriplicit in the recent far:; hill, It v/ill scarcely ho aryacd that the r.ajor 

inotiifation was the csc'^pc fron trie sccniin; a.rtificiality of fixed or riyid 

prices for ha.sic products ha,ck tovierd the soaninp naturalness of prices that 

rose -nd fell v/ith supply in the r,*anncr of the classical rrarket- It w^s not 

possihlo to no all the wa.y to the cla.ssical narket for roe'sons tha.t were eco¬ 

nomic as well •'s political. To lia.vo .ah^ndoned price supports for wheat, for 

cxa.eiplo, would h''^vc cans'^d not only '^n int'^rostiny politica,! offcrycsconco hut 

it woul;"! h'^.vc thrca.tened a fa,ll in farm incone on the Great Pl.^ins, wh.ich even 

ardent opponents of price supports v/ould not li'='vc contonplatod viitn conploto 

^puaninity. 

The cose for or an.'‘inst the free rnrket is not -t issue hero. I wish only 

to stress tha.t steps, rc^l or 'apparent, tov/'^rr'' t^rc free n'^rket do not solve the 

oxip’ont prohlons of fa,r:n policy, llor w^s there ever a.ny re-"son to think they 

would. At any tine in the I'^st ye "r or so a det ached viev/ would ha.vc shown 

that the ronodial of the flcxihlc prices, so f^r ^3 our f'-'.rn trouhlos a.ro con¬ 

cerned, is approxi:Ma.tcly z^ro. 

V 

Our resistance to thi lessons of exparienco in far.' inttars is extraordi- 

n.a.rily hiyh. Accordin,:ly, we can ha.vc no rr^.c-t hope tint 'luch will ho lo"'rncd 

fron the nisspent effort a.nd the dis''.ppointmnt of th"sc l''st two years. One 

rc"'3on is that our a,pproach to far'i polic.y' is now essentia'.lly thcoloyic.al. i'ith 

hopuhl:icans, a fev; heretics fron the wide spaces ap.-^nt, flexible supports, hew- 

ovor inflcriblo, ar-: rapidly hcconiny a. re'ttcr of f ith. The Dcnocratic P'rty 

novi avows its support of ninety per cent with at Ic 'st e.s nuch rcliyious fervor 

a,3 it opposes sin. The position of ocono::ists is not ,^'.'reatly different. Defense 

of the froo na.rkct either as such or under t^'ic nore sophisticated cuphenisns 

of "the need to let relative prices do their job" or "the.necessity for unin- 

paired resource allocation" has achiavod the st-ndinp of a rnlirious rite, (it 

is also incrca sinpT wha.t r.iarks a schol"s as honest, pcnctratiiia, forthri.nht, 

r'~sponsible, conpct'nt, ^nd decently conservative in his a.pproe.ch to ccoaonic 

policy.) These attitudes •— the notion th.at fa.rr.. policy is the province not of 

ccononics hut of canon law — arc not h.clpful when it cones to Icarniiij:' by our 

nistakos and our nisfortuncs. Kisfortunc, for the devout, calls not for intro¬ 

spection hut for roaffirna.tion. 

Gtill, if only as a purely intellpctu^l exercise, wo r.iit_ht contenpl' tc the 

lessons of the recent experience. There ■"’re two of ;.;inor sort which I rii^^-ht 

mention in p'".ssinpn Before -ml -ft^r the olaction in 1952 '^nd thromi'h nuch of 

1953 there w'^-s consiler-^hlc hope tlmt we .’".i/.ht find so:'c n-rvclously new fornula, 

for solving out far:"! troubles. The Prasiilent ropoatodly expressed, such a hope. 

We v/oro told. th'=.t the host ninds v.fare =t v-rork. As re sult, so:"ethina new a.s 

w^ll as hotter would he forthco'lina. 

Cf, for exa'aple. Turiiina t’ey G. -mchli- ht on P_rn Policy (The F'^rr'; Peund.a,- 

tion, 1952) a;ad "ly coir cnta.ry', "Econcuc Preconceptions mid the T-'rn Policy," 

An eric an Bcononic R.-^vi ev; (Kerch 195^) • 



As everyone knows, the prograc that finally emeiged was very like the 

program of 194c'-i which was already on the hooks/i This should have surprised no 

one« There vfas never a chancoj ar 3 there is now none, that the farm prohiem 

will he solved hy a new idea of hreath-taking originality and hriiliance* This 

is an area where social innova,tion is confined hy social institutions* This 

means that the brilliant nev/ idea must he consistent with onr attitudes tov/ard 

government, property, and the ri;^its and immunities of individu.s/is in general 

and of farmers in particular* Something in the v/ay of precedent must he cited 

to shov^ that the idea is not wholly lia,ir-hrained» A3,l this hSing so — and no 

douht it is I’/ell that it is so the chance for a great new idea that will 

resolve our Terohlems is nil or pra.ctically soi The farm prohiem will he solved, 

if at all, hy the painstalcing, and. above all the objective, use of what we 

alrea,dy know, 

must also he on guard against the habit of testing all proposals hy 

whether they provide a perfect solution: The past fo.rm program has been regu¬ 

larly impugned for the prohiens it creates* The surpluses, the controls, the 

interference with trade have been cited to prove that it is wholly hade The 

efficient wajr in which this program cushioned, the decline in farm e:qports 

since 195T"52 — a decline of no less than per cent in the case of wheat 

in two crop yeco^rs — is commonl't ignoredo her ai’e the shortcomings balanced 

a7:ainst the support that has been given to farm income and to the prevention 

of social tension and hardship in the farm areas* Hor do sucli critics observe 

that the past progx-s.m has been one of the important built-in stabilisers for 

the economy at large* 

Progress reauires that we be better prepared than in the past to strike a 

balance between good -^nd bad, he shall find few, if any, reforms ^hiich are 

totally good: he must learn to accept those for v.rhioh the advantages outweigh 

the d.isadvantageso The fact that in repairing some shortcomings others are 

added is not decisiveo The decisive consideration is whether there is a net 

advance. 

Put the most important lesson the recent past concerns the orientation of 

our efforts to reform and improve the farm pregram* If we are to make progress 

and if we are to be sure of rna]cing progress, we cannot organize our efforts 

around abstract goals* Pree markets, uninhibited, resource allocation, lessen¬ 

ed reliance on urice fixing, however much they excite our affection, are not 

a promise of improvement: Nor do firm, guaranteed, or rigid prices have intrin¬ 

sic virtue or shortcomings* If we are to make progress we must organise our 

efforts arotuid definite remedies for specific faults, Given the problem of 

surpluses, or controls, or discrimination, or trade we must start by asking 

ourselves, simply mid directly, what measures will solve these problems and 

at v;hat price in the form of other disadvantages* This means, of course, that 

we accept the iprinciple of support to farm price and income* Ne address our¬ 

selves to ways of removing the oppressive problems which now arise in course 

of providing such support* 

Until farm policy is approached in simple, non-theological terms such as 

these, I doubt that we will make any progress. Let me illustrate this approach 

in relation to the shortcomings of the past programs which unhappily continue 

imder the Agricultural Act of 1954* 



Much, of our present trouble obviously carises from the particular technique 

of support which v/e presertly emplcy and which remains 'onchanged under the new 

legislation. The interference with foreign trade is the result of supports 

v/hich 'orop prices 8.bove the world price* Moreover, it is in the course of 

nrouping prices that the government acquires stoclrs. This teclralqw.e, therefore, 

is responsible for so much of the surplus problem as Is associated with tovern-- 

ment ownership of stocks* And since the feasibility or impracticabilit,]'’ of 

government storo,ge is an important cause of discrimination, the support tech— 

ninue also has a bearing here^ 

This means that a change in the support technique — the abandonment of 
props and the su.bs'Citution of a method which would allow prices to find their 
own level and provide direct payments to bring then up to the standard (i.e^, 
90, S2 1/2, or whatever per cent of parity) would be a substantial reform* The 

trade problem would disaupeart Since do.mestic ‘prices would not be directly en¬ 

hanced, the American erqporter would be uj.ider no handicap nncl the domestic market 

would not be artificiallj^ attractive to the foreigner^ Also, discrimination 

between storables and perishables vrould no longer be technically necessary? ob¬ 

viously the prices of pork or butter or eggs can as readily be supplemented by 

direct pajonents as the price of wheat or corn.. Since government loa.ns or pur¬ 

chases are not used to peg prices, the sujqDluses do not become the^property and 

hence the peculiar responsibility of the Secretary of Agriculture* 

Mea,nwhile, the protection accorded to the farmer vrould be substantially the 

same. The payments would compensate for adverse movements in his te'rms of trade 

in times of declining aggregate demand — perhaps the major r3,tionals of the 

farm ‘price program — <and the econoraic strubilination effects of the present 

system are preserved and possibly enhanced* 

These are formidable gains* However, not all problems are solved, and these 

are no c ‘andiluted gains* The incentive to produce remains unchanged, so pre¬ 

sumably, the production will be as large as before.. Large production of a 

product v/ould manifest itself not in ..governpient ■'purchases as before, but in low 

marJiet prices and proportionately increased payments to give the farmer the 

guaranteed prices* In effect, migraine induced by a surol'as problem moves across • 

the Mall from the office of the Secretary of Agriculture to that of the Secre¬ 

tary of the Treasui’y, 

Since the su/rplus problem remains, so does tha.t of controls. To ]:eep costs 

down, some way must be found to prevent the undue e:moansion of uiwanted crops. 

There is a chance that the new technique of support would ease the control 

problem — for example, the su.ppl ament ary pajenents could easily be denied to 

•^The proposals submitted to the Congress in the winter of 19^9 that came to 

be Icnown as the Brannan Plan v/ere narrower in their application and hence in 

their effect* Storable products would still have been prouped under the Prsnnan 

Plan? only perishables would have had supplementary payments* As a result, the 

Brannan proposals would not have much affected the trade -problem most export 

and import products are storable — and government accuraulation of storable sur¬ 

pluses would still have been renuired, i'r, Brannan-s attack v/as, essentially, 

confined to the problem of discrimination as v^ell as to the peculiarly difficnJLt 

job of handling perishables li’^ce potatoes and butter ^-ihere gtorage, though im¬ 

possible or expensive, is nonetheless forced by Congress* ^The cost of sustain¬ 

ing farm income is shifted from the consumer to the Treasury which,in times of 

r-ecedinu aggregate demand, means a large expansionist effect* 



ovor—auota productioiir S7 tiius orci'.ij; sy.'’r_:) r ■'■luction in rov^nuo, 

cr.forc.'^nont on tho sn^’Ciflo crop v/oul^T t}"rLS "bo r'nrlc rcl'^ti^rol',' si:'.plo„ rlowcvorj 

sinplo or not, d'^t'^.ilocl control ■'=pp'-'’r'^.tus is still noccss-r;,', nd in coses of 

sovore disoquili’briu;”’. it would still hovo to do tuplo'^S'^ntly scvrrot I sholl 

1-0VO further v/ord on this prosontlp. 

YII 

ijur.ro 're -Iso sono diS'^dv'=nt--P’:s fro:, the rciody. In welfare terns, the 

cost of tho nltcrn-tivc techjaiqpao is no hi-vher end :\'-j ho lower, B7 dirGctl7 

hoostine thn price to tlec consunor, the present -rr'';!.-oi-ont ^cts lih.o e s''-'les tan 

levied on tj'-o p'^rticul^r product. The constfier p^eys t!'.is t^x. Under th■' "^Itcr- 

ne.tivo spsten. tho r’onoe' wuld in f'^ct be r'^’is'd hy the Troesu-ry. '//hen tne price 

supplencnts w-'ro hciii,;- p-'-id "^s t ' result of ■ short^'e of a- .to.; etc d'^: end 

(i.o,, e dovelopin:_ depression), this woulfi involve no '•':nDe,rr''ss:' -nt, for it 

vrottld ho fisc^'lly sound '^nd d'sir'^hlo to •■’Ilow th.' p-yn. nts to incrc’se the 

deficit. With der^^nd '’t full o:iplo7:.icnt l'''vols, funds for .^.ny pay'lonts tha.t 

ui lit then ho rcqu.ircd should, i..: principle, cone fro:’, taxes, This is unlinoly 

to 00 p'=.latahlc to Troasviry -'nr" .Bud.vet - uthorities, ^Ithe'o.-. h it c-n rnrdly ho 

siino.estcd th^t their profercncos should he decisive.. 

There is -Iso the possioility that f rners — some ^t lo^st v;ill find 

tho rc^^ised tochriiquc loss p"'l'^tahlo, ''Ithou h hh.th.-way's investi- 'tions in hich- 

i as 'well '='5 polls hy W-'11q.co*s h-^r'~or in lov’^. su .nest thnt th.is rosist.-nco 

is o.asily cx.?.no crated. Under the revised tecluiiquo, what the f'rncr rovards — 

in ...iy view with justice — '^s lefltinate 'protection in li. ht of his pcculi-irly 

vcliior^hlc position tahos the forn of ^ wholly overt subsidy. In the I'uritan 

ethos there is no such thine 1 e-.'iti:natc suhsily. If one nust nonetheless 

ho paid, how nuch hotter to have it out of si 'ht. It is s id th'-=’t even the 

wonan of cosiest virtue likes to t^’iinh of t:’c I'lono:/ which she finds under the 

■pillov/ 'S -n earnest of effoction. 

Under the revised techniqu:-! there is -Iso a ch-.nce that so:’.cone will w=nt 

to cut off the payrionts to l-'r.;'e fern.ers. Tils c-n re'^dily ho done. The present 

tcclniique of proppine prices reGud.ros th t they be propped equally for all. The 

justific = tion for a farn pro, ran is tl.-t tho uninhihited price system troates 

tho f'^rner with r^.ther :norc rieor than it does othar "roups, that, =>3 noted, it 

exposes hin to cspeci’^lly ■adverse :':Ove:aents in his ter'iS of trade when a^ aronatc 

don-'iid fells, ^nd th-t hoth fer.n and ."ener-'l wolf re 're served oy niti.yatinn 

those effects. If this he so, thou the effects should he ;‘.iti,atod for larye 

f-rnors as vail ^-s sr-U’-ll, If it is soruil soci'^1 policy to discourano lar.ye farms 

that is a sep'^r^'to matter to ho lc"isl.ated ■^na'’. defended on its own :''icritSo The 

defects of tl..G revised tocluiiquc c^n l'.c p.^.rtly ovcrco::'’.o, The prorram could h.e 

eiven its ov/n revenue source. The idc’’’.! vrould ho e fund to ho accumulated v;hen 

prices .^ro above the stmd'^.rd level. P'^y.'.onts to far’:nrs could ho ra.de not hy 

rovernnent check., hut, in ^ more scc:ily ■n'^nner, hy v^'y of hviyors or processors 

^=nd so added to tho price. The intention to divorce the p-^^'T’ents from discrini- 

ration on far-i size could he stroivly ^ffii-ad hy Congress. 



VIII 

AS noted, the problcn of si'-rplus cvo-i controls rc;oP/ins, This is not sur— 

prisin, , for it hr 3 nevor been tt^'clscd. Vrcrc it onco t'^chlod, not nn oo^cr- 

ciso in socic'l tlioor;', out ps '' problon to be solvcdj the surplus question 

would ^Iso -ando-u-btodly yield. 

-■^t the outset ?, distinction nust bo n-'de betv'eon surj^lusps tint °rc "^sso- 

ci^tod with p feii'-rpl doficicnc.y in rlcnmid piid those which -re the result of n 

p-rticul'‘r discQuilibriun in prodo.ct or '’ror.p of products. It is not too nuch 

to spy tint the problcn enn be discussed intellipently only in lirht of this 

distinction. In the p^st it hr s not often been nado. Let ue spepi: first of 

the • cner''! ceuilibiiu;-: surplus* 

I'fnon p crc.'pte io"V'nd in the econony f^lls we nay cocpcct an p.ll-round re¬ 

dundancy of p.'Ticulturp1 outuut precisely wo expect f;cnr:rp,l uneriploynont of 

vrorirers. Unli]ee uncnploynent, th-> conccot of an p,.; ricultru surplus is not 

without arfoir'uity. It iruli^'s th-t uioro product is pv'-ilp.ble than cpn bo sold 

at prices the co 'i'unity ro.'■'r'-' s adenupto. O'iviousl.;*, the notion of v.hiP't is 

adeejupte ixivolves a.ll sorts of subjective judenentso diowover, tl'.e fp.ct that 

p.c.Ticulture in the s]"ort ipm 'uljusts to dcclinin. deriund with fplliny prices piid 

industry with a cur';diluent ef outuut .lopiis th, t the lev; prices (or yrowiny 

yovernnont inventories) are the precise coruitcrp rt of unenploy.ient in industry. 

Tho obvious lone-run renedy for tl.is tj/pe of surplus — ^nd very lihely the onlpe 

possible rened.y — is to repair the shortayc of p.p'.-rey-'te donand. The very 

tasks which this shortee’G of deeund. cp.usos tho overnnent to porforu in the af:-rieu 

cultural sector — tl'.e acq.uisitioii of stocks to support prices or the outlay of 

fends to supplc-nent prices und.er tho p.ltcrnp.tive ^rr--nye:;ient here suryested — 

help to renody tho .enorp.l d.eficiency ir derv-p-nd. iV^ sliould accept and even 

wplcor.iG these outlays as u rt of tho ccunter-deflptionnry ripchinery of tho nodorn 

econony. In principlo, no raep.suros of crop curtpil’.ient or control should bo 

t ’sen when yonor-1 eouilibriu'; surpluses '-'ppe r. The practic 1 situation nay 

conceivably force excoptiens ')ut. ps a bropd. roue, v/hen farn surpluses are the 

rGsndt of d.cprcssion tlio line of ronedy runs to the d.opression and. not to the 

surpluses. The only xoroblen prosentod. by tho latter is hovf to live with tlaon 

■'.s yracofully p.s possible, Clcrly tho alternptivo support techniciucs here out¬ 

lined will substantially oaso this problcn of surplus irnaycnent especially for 

perisba.bles. 

The particulp.r cquilibriun surplus nay p.rise evcxi when the econony is 

functionin'- at full-onploy:norit levels, Sone sot of causes — exceptionall.y hi-h 

yields pnd prod.uction or a decline in ferai-'n or donostic dcnip'nd — brinys a 

“reatcr profiuction than c^.n be sold pt prices th-t ^re decned ad.equato. This is 

the nature of the present surplus of \\rhe^.t (p'nd related cereals) of cotton, p.nd 

of a United nunber ef other prod.ucts. In the c^se of cotton the c-ausc is the 

hi 'h upward elasticity of suppl:/. In the c^so of vrhopt it is the d.ecline in 

overseas d.en-'nd followiny the earlier expansion to neet vrrtine requirenents, 

This, it vdll bo S'^id by nany, is the kind of surplus th^t should be clininated 

by reduction of the price st^nd.-Td, Thcr^ is cert-^inly no universally defensible 

price st'^ndprd. In the current c-^so of wl-.o^t, levels by sonc standards of 

equity na.y well be "too hi- h," Teclmolo..10^.1 ebrnne Irs left the whopt parity 

narooned. on a very hiyh schoal. But p's a d.evico for surplus control, prico re¬ 

duction appeals ."re'^tly to those whose affection for the tra.ditional o'ntv/ei.-hs 

their d.osire to be ]practic=l as well '"s to tliose who dislil-re on yrounds of 

principle to see tho farno-r escape the punishxient which the narket is supposed 

to mete cat to those who are ca,n-;ht ovor-produciny, In fact, v/hcre the problem 



of the p^,rticul''r eouilihriiin surplus is v/orst — in the cuse of v/lieut '^ncl cotton 

in pprticular — the el^.sticity of supplp in response to price reduction is 

alnost ccrt''inl7 ra.thor low. .hid ec r'’rien affection for price as a I'/.ay of en— 

forciiv production curtailment is practic'-llj zero ='nd intimately 'associated 

with votiny 'ttitudeso 

The solution is not to ■^.ttaclc cereals or cotton directly, vdiicli v/ill ac¬ 

complish little or nothiny, hut to put on truly vi-orcus drive to shift re¬ 

sources to the livestoc]': economy. In this effort we '='re jointly hlwssed hy the 

much yro'tcr cl-.sticity of the demand for animal products as comp'='red particu¬ 

larly with cereals -nd their very much are'’,ter resource reouirem.ent per unit 

of nutrients provided to the constuicr. Hence, in sharp contrast v/ith vdio-'t, 

'■ smell dccre-'se in the price of livestocl. products will hrin;' a relatively 

I'^r-'c increase in constuuption. j-nid to yet the o<puivalcnt calories in the form 

of anima.l prot''uct3 means much r^orc than x^roportional decre- se in cerea,! pro¬ 

duction. It wo know^ sever-^l times more ‘^cres to provide a person with 

^ mG'-t diet tian ^ cereal riet. 

However, to remedy the surplus in t-iis w^y will reouiro ^ strony reversal 

of present policy. Thio present policy favors the surplus products over those 

which offer the promise of remedyin.;- the surplus, hhe t, cotton, '-nd otieer sur¬ 

plus products ere produced ^'’.dth tleo •■’dvent.aye of firm price .'U'^r'- ntee; anina.1 

products either enjoy no such ruarantec or, as in the c^se of d'^'iry products, 

the eu'^rentee is suhst-^ntielly lov/or. (n visitor from mars vrould conclude from 

present ^rreivements th'- t we cherished our over-production and our controls 

"nd sou. ht only to keep the CCC in ousinoss.) The revision in the technique of 

support sUsj'’ested ahovc is essenti'^1 for reform since the present method c.annot 

be aioplied to ne^'ts "n-.. ha.s yra,vo disadvmt'^yes for dnry products. 

But merely to eliminate the present discrimin"tion ay-inst animal products 

is al^iost cert-'inly not onou :!.. determined uroyr'^m for eliminatiny; suri^luses 

would , 0 further ^-nd pl"ce a positive prenitum on animal products. By supple¬ 

ment"!'’:/ payments, dairy -^nd pond try pro.ducts, porl: (if c-ttiemcn could be 

persuaded, to yo alon.-) beef v;ould be n-'^de profiterole to the producer and ?t- 

tractive in price to consumers. Every market incentive would then exist for a 

movement of resources from, the sector v'hore they ore an em.barrrssmGnt to the 

sector vd.ere they c"n b-s accom.nod'^tcd with conperativc ease. xi small s'absidy 

of livestock |3i'oducts would., in effect, be used, to olinin^^te the need for a 

much lar :er e^^d much less usofnl one for ccre"ls, toyether with the ?.ccomp.?ny- 

iny controls,, 

However, full-sci'le attack on tlie surplus nd control problem vrould not 

rely exclusively on market incentives, hov/ever -yenorous. Direct resource trans¬ 

fer pa.ynents i-TOuld be offered, to f'^rmers v;h.o s’^ift l"nd from whe^t to perr^anent 

p'^stme ^nd from cotton to b'’'lanced-f'^.rmin, syste'is. (These should -^Iso bo 

used, for less inToort-'iit crops like apples and. prunes wkich., othervrise, we su''>- 

sid.ize year ■^fter ye’^r.) ..^Iso, the yoa'ernm.:nt credit a^'-encies should be 

.?.w»J"ened to provide special credit up to ver;/ larye percentayo of total re¬ 

quirements of f'^rmers m.akin,_' the f-^vored resource shifts, 

IX 

I have no hesitation in s-ayiny that, riven full e.mployment demand, a. de- 

term.ined attack could solve the problem of tke cereal surplus — -'iid. the need 

for co'panion controls — vdthln five years. Suost'^ntial pro ress r.i:'ht even 

be apparent by tke tine of the next election. 
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I would not wisl- to ol^in til'll the rae-surcs I h^.ve here outlj-iied would 

'•’solve” e.ll of the fern proulen — or nore precisely the corr.ierci-'l furni price 

proolen. There -re disorders which I h'^ve not touched; no douht v/e v/ould he 

hlessed v/ith soue new prohlens hefore tl\e old ones disnppeurod. fet it is 

evident th-'t so"!e of our worst prohlons will yield if vigorously attacked, 

i.oreovcr, the solutions do not subject the f-^rner to the unrc-'lity of nore 

extrene punisrnent hy the ne.rlzet t-e.'^n he nov; experiences, For need the cost 

he yreat. Given full enploynent, the end product of the ne'^sures here outlin¬ 

ed nirht well he a direct Treasury cost '^s low or lov;cr than at present. 

.1 or nust ’Tc eccuston ourselves to ^ny hreath-t'^kinr- innovations in 

ccononic or sociel policy. Little tlvt I h-ve su. oested is new. Wo c'^.n solve 

the f^r~ prohlens hoc'use they are not especially intractable. Wo liavon't 

solved then hec'''Use v/e havenH tried„ 



A POLITICiiJi Il'ITSSPI-L'I!n.'ATION OP AORICUXTiIRAL ISSUES ^ 

By Charles M, Haxdln, Department of Political Science 

University of Chicago 

This is a sweeping titles Many things could he hrouglit under ito Talce 

electoral politicsc Is the farm vote now of negligihle influence in determining 

which party elects the President and organizes Congressf^ Is there a relation¬ 

ship between farm prices and the farm vote? How much leeway in adjusting farm 

policy do politicians have in light of the voting behavior of farmers? Or one 

could discuss group politics within agric\ilturec What is the anatomy of farm 

politics? Uhat organizations are growing? Specifically, is the Parmers Union 

able to raalce gains because of rural dissatisfaction with farm prices and farm 

policies? ^'^at is the state of intersectional competition and cooperation among 

farm groups? ^%at changes in the pressure group aspects of administrative 

agencies have occurred since 1952? More broadly, ho\/ do fo.rm policies affect 

horizontal groups in society-—-the rich, the middle class, and the poor? Is the 

achievement of social mobility facilitated or frustrated by farm policies? How 

well do these policies arbitrate the conflicting demands for security and for 

mobility? Or one could let the examination embrace relationships among farmers, 

business, and labor. Aloin to this is the mutual involvement of rural and urban 

interests. Ue in agriculture can anticipate a swelling chorus of complaints, 

increasingly bitter, about "rurally dominated legislatures." Ue can reply in 

part that this phrase distorts the truth. But there remains the germ of truth, 

and we will wince, too; our withers will still be wrung. 

All these and more would be relevant to ra;'' subjecto Important as they are, 

however, I have other fish to fry. Politics is largely concerned v;ith the or¬ 

ganization and purposes of power. I propose to discuss with you this afternoon 

the tangential effects of farm politics upon the tvro most compelling problems 

of contemporary'- American politics—one liaving to do I'rith the organization of 

power, the other with its purposes. 

I 

Bet me spealc first to the organizational probl.era, namely, how to develop 

effective presiden-^ial leadership and still to hold it accountable. 

The assomption underlying what follows is that any government's organisa¬ 

tion and procedures are of considerable importance in its success or failure, 

I am not argning that governmental gadgets can be perfected so that a fool can 

make as wise decisions as a man of character. In politics there is no substi¬ 

tute for statesmanship. Yet statesmanshlio can be given institutional encourage¬ 

ment; you all have heard the definition of a statesm.an as a politician held 

upright by- eq_ual pressures from all sides. Hor do I overlook chance—good or 

ill fortome which presides over many human events. And y'-et the puritan father 

who took his cgLm to church was wise. "?Diat will thy g-un avauleth thee, Sam.uel?" 

asked his wife. "If God intendeth the Indiau to kill thee, he will kill thee." 

"True, indeed, i'lartha," said Samuel, "But what if God intendeth that I kill the 

Indian?" In this spirit, let us proceed. 

An address at the Graduate School of the U.3. Department of Agriculture on 

December S, 195^9 as one of a series of lectures on Barm Policy. 
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French novornnent has heen cr.aractorizeA as a,poplGCtic s.t the center and 
paral'-tic at the entroneties, Anoricen novernnent iii hit ho called schisoplerGiiic 
at tr.o center and fcncrallp satisfactory at the entrenoties. The FcmdinsC 
Fathers (l prefer this terri to the ’'Fr;anors'' connot.ations of which pivo no panso) 
ha.d a dual intention, first, so to divide =nd distrihute pov/er that national 
tyraiiny should forever ho prevented—Imt, second, to f.acilitate the rapid con¬ 
solidation of pov/er in enerf encies. national tyranny w^s forestallod loy separ- 
ahin;:: pov/er anona Conaress, t]oG President, '-nid the courts; hy dividing pov;er 

a,n'’in hotv;ccn the federal ^'ovornnent end the St'^tes; and hy creatina a franewor]-; 

in vrhich tl'io social poi\rer of "roups (agriculture, labor, 'business, veterans, the 

professions, ■^nd so on) conld intrench thenselves. Our constitutional sholoton 

is nuscled "by a. thcus'nd interests. Sono of the:i have souaht, with occasional 

success, to secure a piece of the presidenc,y for thonsolves. hany of then are 

ordinarily inplantod in Conyross. As Janes hac'’ison forosav; "the spirit of 

party and faction" is involved "in the necessary and ordinary operations of 
aovernnant." 

jiut the Foundin. Fathers ^Iso •"ave us the presidency, an office vfeoso r.min 

characteristic, accordin/’ to Ilexandor Kanllton^j is enerpy. In crises of peace 
and wa,r, the presidency has en-orped ag the foronost orpa-n of .povernnent. how 

crisis is continuous, an^ the ecqeansion of the presidency shov/s it. In Presi¬ 

dent Coolidne's executive office, t^iere were only 25 persons. Under FDH this 

fi'ixre jimped eventually to 596 and it e:rplodcd under Trunan to 1,47O'^0 Presi¬ 

dent Eisenhower has carried forv/a,rd the trend, anony otlior ways, "by his use of 

the National Security Council and "by his recent ostahlish-nent of a, caloinot 

secrctaria.t. 

hoYcrthelcss, Gon-vress and President continue frora tine to tine to ylarc 

at each other across the barricades, A Lincoln story told by Louis Brownlow is 

illustrative. One day President Lincoln benan to toll an aide about his early 

exiDeriences as a teacher in a one roon school. P'e had -about a dozen iDupils, he 

said, ranyinp: in aye fron 6 to l6 and they v/ore .^11 tafciny turns re.adiny passap;- 

es fron the Bible. The little boys and ^irls rattled off, "with easy precision 

the nc'iorizcd, oft-repeated text." But one boy, "a dull-witted sixteen year 

old naned ‘Willy,.., a yrcat, stunblinr:, a^jev/ard f ellow,,. "Irad to bo lifted over 

his passapes not only word by word but syllable by syllafole. When they reached 

the fiery furnace, Lincoln leainfully nanouvorod Willy throurl'i one bout v;ith 

Sh.a.drach, heschach, and Abednepo and called on tlie next pupil. Suddenly V^illy 

bonan to bavrl, "Willy," Lincoln s-aid, "What's the natter?" "Teacher," iie said, 

"I counted dov/n these verses here, an-d here cone ther'i throe dann fellers a.;;a,ln„" 

-it that, Lincoln pointed out the v;indov/c Coninp tov;ard the Wlltc house were 

Cha.rlos S-unrier, Bon Wade, and Thaddous Stevens—throe le-adors of an snti-ad::in~ 

istration clique which v;as nakinp his life niserable in Coiifress. ^ Those "tnree 
dann fellers," noro or less, have reappeared in every chapter of our history. 

Theodore Roosevelt had his Aldrich, E'alc, and Cannon; Woodrov; Wilson, his "little 

proup of wilful nen"; Coolidpe had the Sons of the Wild Jacka.sses, FDR -and 

Trunan h.ad e:a assortment of Conpressional antaponists, nnd the present incunb- 

ont is discoverinp that the problem is '’eneric—tlc.t no landscape in lyolitical 

Washinpton is without its bridpes that must eventually be crossed. 

1, Federalist ilo. 10. 2. Foderg^.list ho, 69. 

3. Fortune. Feb., 1952, p. 77. 4. Adapted fron Brownlovp The Presi¬ 

dent and The Presidency (Chicapo; Public .Lidninistr-ation Service, 1949) pp.9-10. 
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Durixa.;;' nuch of our p^'st history the conseq.iaeiices of tlie scpar-’tioii "betwooii 

tho Prcsidciit aud Con toss have "beGn, at le. st, sxrpportod-1 e. imch pullic policy 

has Loon succossfully carved up and passed out to tho intorestod partieso Con- 

j.Tossnan Flaiinayxan once declared of tho tohacco pro? rani '’It wor.hs. If this 

Kouso will coiitinue to lea,ve the tol^cco prohlens to the tooacco rrowers and 

their RcprcsGnta.tivcs in Con'ress it vxill contixiuo to v;orh." The Arny Enyinoors 

provide perhaps tho best oxar.ple of this tendency tow-rd independoncG from over¬ 

fill control, but there a.ro many others; find, cn tho whole, it nust be said that 

the country has lived very well vxiti'. its loose-jointed, dispersive yovGrixnentc 

Yet it Svcens that v.,-o .■ re now continuously confronted by a xmnber of live— 

or-dio issues, all of which, donand presidential load.crshqe; those policy issues 

cluster under the n-ine of defense; they nunber foreiyn policy, both diplomatic 

and economic; policy in the entire area of science—a field in which national 

survival alao rociuircs that wc maintain at least a, pa-rity with Russia.; security 

policy; fisc^'l policy; imexirpr^tion policy; inforna.tioxi policy; a.nd porh.aps^ 

others. In o'-'ch of these matters, anrl all of then tomothor,, the presidency 

needs oryanized criticism of v/hich Coneress is an unriva.llcd source. Rut criti¬ 

cism is far different from offerin ■ f'ltern.a.tivc leadership, he cannot safely 

parcel out those issues anon. Congressional committee chairmen—as v/e c^.n, se.y, 

flood control policy, or soil conservation, or . r.a.zixiw on the public dom In, or 

2Dolicy for crops lake sumar, tobacco, po.an.uts, rice, or even (to some extent) 

wheat --nd cotton. Lot ; ;e repeat, tho problem is by no mGa.ns to stifle criticism 

of tho cxectitive. Rf'th-or it is to recoynize that in a series of issues on 

which national survival m-ay well depend, our tine-honored a.ltorn^tive to execu¬ 

tive leadership—to wrench whole areas of policy out of tho presidency and 

pl^nt them in Con. ressional committees—is no lonmer acceptable. 

Vhcro does farm politics fit in? In sever 1 wf'ys, a-ricultural issues have 

v.forkod to cre'^te tlxe raodorn presidency. The If’te Clifford C-re.;:ory vividly de¬ 

scribed hov; tlxe first -uriii vms fornul.^tod v;hen its arc/ltects lo^'mcd from the 

b'’.tional Industri-^1 Recovery Act th-'t it M'-'S possible to op^r-^le by means of 

ma.ssive d.elc■'^.tions of lcyisl''tivc power to the executive. The i'lEA vra^s soon 

condemned, anony other reasons, for beiny "doley^tioxi run riot;'' but the ib'ui 

has survived several tr'’nsmiyr^tions and is still with us, under another nawic. 

.-oreover, t!xe principle porm.ittinm broad dolexa.tion of loyislativc authority 

to t'"e executive vms established ixi lar,yo part by the Supremo Court in the min': 

cases—h. i.ondes-Fr"".nco should reslizo tlmt, vath us, mill: is a very potent 

bevor.'^ xo. 

On tn.G other h'^nd, farxx politicians Imvo continuously found their r.xp.in 

roli'^nce in Cen.^ross wherG their political strenyth primarily lies—v/hilc, in 

r.ecoixt years, it 1ms become cloo.r that the presidency rests upon a constituency 

ix: wl-ich the center of ravity is located iia hmxidful of States vxhich .are dom¬ 

inated by ;,roat ..iotropolita.n centers. There is no need for ;xe to .yo into the 

hijh, fixed, ri.xld parity enjoyed by each St'^te in tl.e Sene.te, nor to discxxss 

the manner of rodlstrictin^y House of Roproseiet.ative sc^ts—an e:>ccrcisG in applied 

political 'eo. raphy by St-'to le islatxu'cs in v.dxich rural a.nd small-tovxn areas 

are heavily ovor-rcpresentcd, 

i 

See his article, "The Rav..-, Bure'^.u and The iLwi," ixi The .mn.a.ls of The American 

Academy of Political a,nd Social Science. January 1935. 
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■’Farm politiciaiiiS have long recognized the phenomenon we are discussingB 
In the 1920*8, McI'Tar7"Ha'ageni Ie8 fought the adjninistrationo In the 1030’s 
after the initial New j'Jeai upsurge,, control over farm legislation shifted toward 
Congress—'Sven hy 193^^ Banlohead Cotton Bill and the Kerr fchacco Bill, 
neither of which were administration measures-, liegislation in 193^ 193^ was 
coll ah 0 native between the a^oninistration, Congress, and the farm groups.. By 
1941, Congress scored a victory in raising farm price sipoports to S3 cent 
of parity. In 194-2 President Hoosevelt laid down his famous threat to Congress 
in his Labor Day speech^ You control farm prices or I willi> Relationships be¬ 
tween the P resident and most of the organizedfarrn 

interest deteriorated during 

the rest of World War II, and they worsened aga/in in and after 1949« 

In April 1954, the chairman of the sob-committee on agricultural appropria¬ 
tions of the House of Representatives, Krs K, Carl Anderson, exploded rather 
violently against the White House, the American Harm Bureau Pederation, and the 
Orange for re-writing the annual appropriation bill for agriculture, ’'Shall vre 
permit the execoitive deueirtraent,'' lie asked, "regardless whether it is in control 
of my pplitical party or the other political party, to write our o,ppropriation 
bills?^’^ On every appropriation bill except two, Congress cut the President's 
request for fiscal 1953? ©d the agricultural bill and only one other. Congress 
r-.^.ised the President's budget. 

In July 1954, Congressman Walter Judd pessimistically declared that farmers 
were in trouble, not through their own fault, nor througl:i "the fault of 
Hto Benson or Hr, Disenhower, or Mr. Truman or Mr, Roosevelt, The farm program 
oc.was written by the farm bloc in ,,0Congress. It (paid no) attention tOo,, 
Mr, Roosevelt, (nor) to Miu Truman, (nor) to Brannan, It does not intend 
to pay anj^ attention to D.oMro Hlsenhower or Mr. Benson,.. It (has alwaj^s writ¬ 
ten) its own bills and 'has) had enough power t2) put them through." ^ 

j^'orwithstanding that, the Hisenhower administration, supported b;'- the Parm 
Bureau, succeeded in getting the principle of flexible price supports through 
Congress, In the process, however, adverse reijortc b;^ commit-oees on agriculture 
had to be over-ridden in both the House and the Senate, possibly the adminis¬ 
tration had to resort to a tie-in sale with the wool bill, apparently it had to 
threaten a presidential veto, and certainly it had to a.cceiDt a considerable com¬ 
promise of its original position, I mean no disparagement of the s/lministra- 
tion: indeed, I adirmre its courage and applaud its sta.tesmansldpo Becatise of 
remarlcs made frem. this platform last week, I ought to say that this is less a 
confession of faith than an expression of preference, I ara citing the incident, 
however, to show that once more the administration and a rekher solid core of 
the Congressional farm bloc found themselves at loggerheads. 

1, 
100 Congressional Record, Daily Sd, pp, 4g63-4» 

O 
© 

The other bill was Labor - Health, Education, and Welfare, See 100 Con¬ 

gressional Record, Daily Pd, p, 14,461, August 19; 1954^. 

c 

Congressional Record, p. 0,9915 -Daily Pd,, July 1, 1954, 
3 
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I "believe that President Allen Kline of the -American Parm Bureau Pederation 

spoke for most agricultu.r3-l leaders most of the time when he said? "Freedom is 

not guaranteed cy pov/erful Executives# That »»owould he freedom 03' sufferance* 

Its name is benevolent dictatorship*,»Insofar as freedom is guaranteed hy a 

politico! sjT'stemf it is guaranteed hy legislative hodies*" Such statements are 

significant in proportion to the jJrestige and influence of the authoro But 

words weigh less than deeds* On the one hand, consistent Farm Bureau support 

of the reciprocal trade agreement act has been a notable factor in its extensions* 

In this, the Farm Bureau has strengthened the executive in an important policy 

area which had become a shambles in the legislative processo In the same vein, 

the Farm Bureau leadership ha-s v/orked vigorously to infliience governmental 

fiscaJ policy, b.3^ helping curb inflationary trends in 1951; B953» "^7 
helping reverse deflationa^ry policies* The second action, at least, was appar- 

entlji" worked out essentially v/ithin the executive branch; and I am impressed by 

the interpretations of economists who find both departures in polic.v to have 

been in the public interest* Cn the other hand, the Farm Bureau and with less 

emphasis, the Grange both supported the Bricker Amendinent which recently failed 

by only one vote to pass the Senate. This ai^iendment would scrap the Constitu¬ 

tion in the vital area of foreign policy in favor of a return to the Articles 

of Confederation under which the thirteen colonies lived dangerously, indeed, 

before IJS?- 

Another- line of ina^uiry which will help us understand the bearing of farm 

politics upon the Congressional-Presidential relationship is suggested by poli¬ 

tical parties* UHforeseen and probably unwanted ’03^ the Founding Fathers, 

political parties are essential to the conduct of our public affairs, if their 

roles are sometimes obscure. Fo President since John Quincy/’ Adams has volun¬ 

tarily .governed without the aid of his party* Manj?- political scientists be¬ 

lieve that strengthened politics.! parties would improve the n'^a-lity and coher¬ 

ence of public policjr and the efficiency of its administration while, at the 

same time, increasing the accounta.bilitj'’ of government—the report of the Ameri¬ 

can Political Science Association's committee on political parties, "Toward A 

Mere Responsible Two-Party Sj/stem," is an example, but I should add tha.t this 

report has eminent critics among political scientists* 

Farm politics is traditionally'" a st"umbling-bloc]c to the achievement of dis¬ 

ciplined, policy-oriented parties* One of the reasons esn be inferred from a 

remark of Theodore Roosevelt, who, waxing enthusiastic in a political sueech, 

declared? "i'iy father was a Republican, my grandfather was a RepubliGan, and I 

am a Republican!" Arose the voice from the floor? "Come, now, Teddy, W'hat 

would you have been if 3'"our father a.nd grandfather had been horsethieves?" "A 

Democrat," he shot back* As long as about half the farmers are like TR's grand¬ 

father end the other half identify with us horsethieves, the representatives 

that they elect will seemingly have to negotiate farm policy, bi-partisan-wise. 

The politics of agriculture will, therefore, very likely work against the de¬ 

velopment of greater party responsibility* Looking back over the votes in Con¬ 

gress on the most important matters of farm legislation-price support bills— 

one would find, I believe (although I have not thoroughl3.r researched this point) — 

a rather consistent bi-partisanship from McFary,'•-Haugen days dov/n through the 

extension of price supports in 1992* In 195^1-? a brealc occurred; Republicans and 

Democrfits in both Houses were dramatically opposed on the issue of supporting 

the major crops at S2-t to 90 per cent of parity* During this coming year v/e 

shall know whether this vote presages a sharper partisan alignment in Congress 

or was simply idiosyncratic* 
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Let me conclude this pai-t of my discussion "by saying that the record of 

farm politics is not completely consistent regarding the major contemporary or¬ 

ganisational proMem of American government! developn.ent of adeqjoate and respon¬ 

sible execiitive leadership cn the controlling public questions of the day^ Yet 

the pov/er base of agriculture in the legislative hranch is against this develop¬ 

ment—indeed, one of the crude and unplanned balances of the constitution has 

a,risen between the urhan-based executive and the Congress, grounded upon a small¬ 

town and rural political complexo The history of f.arra policy-making is also 

onposed to the strengthening of executive leadership. The bi-paxtisanship of the 

farm bloc in Congress militates against achieving such leadership through strgiiifii’, 

more disciplined political pa,rties6 On the other han.d, farm statesmen have some¬ 

times v/orked to strengthen the executive in important policy areas.; but again 

they have thrown their v/eight the other way—as in the support of the Bricker 

Amendment which would weaken the office of the presideiicyc. perhaps disastrouslyo 

Before I leave the organizational problem, let me ma]:e it clear that I have 

no nostrums for it up ray sleeve. Of the numerous proposals that have oeen made), 

Professor Corwin’s suggestion of a^cahinet which would include members of Con¬ 

gress might commend itself to you® Short of some profound institutional change, 

it may he that the present constitution can be made to work better if enough in¬ 

fluential people are as conscious of its shortcomings as they are of its advan¬ 

tages and are as anxious to make up for the former as they are to exploit the 

lattero 
II 

Fov.r let me turn from, the organization of government in order to emphasize 

its purposes, The distinction between organization and purposes is not a 

dichotomy, A British political scientist recently called politics “the arrange¬ 

ments by v/hich men live together, ” Such arrangetients include forms and pro¬ 

cedures as well as ends or purposes? nevertheless, we believe that in the final 

analysis government is only instrumental to something else—what appear to be 

governmental purposes are, in their essence, means and not ends™ 

For us, government is made for man, and not vice versa® do not para¬ 

phrase Hitler hy inscrihing over the entrances to our public schools the state¬ 

ment! ''You were born to die for America®" Hor do we find, all human puriooses, 

individual and collective, determined hy economics, as Marx would have ito 

Instead, we celebrate the educated, well-balanced, mature, and morally-respons¬ 

ible human beingo 

Most profoundly, then, government in our scheme of things find its first 

principles outside itself. The purposes of government are penultimaT^eo Ultimate 

purposes are realized in the lives of individuals, and the highest end of gov¬ 

ernment is to perfect the conditions under which these lives are led® We must 

hold fast to this principle even though the government which we are discussing 

can, and does, and sometimes must order its citizens to their deaths 

Wheat are the purposes of our government? Most admirably, they are express¬ 

ed in the preamble to the Constitution® Yet none of the famous phrases are 

self-elaborating — what order, justice, the common defense, the general welfare, 

and even liberty mean must be continually defined in concrete situations® In 

1 
S, So Corwin, The President! Office and Pov/ers, (Uew York! Few York University 

Press, 19'+S ed«) Chapter VII® 



this definition, ffirn politics li^.s hP.d n consider'folo part, Pro’ba'bl7 tho riost 

inpcrtant sin^'lo decision, in constitutional lav/, Jolui Marshall's on‘'ar.ciation in 

I8I9 of the doctrine of implied powers, v/as induced directly "by an a' riculturad 

controversy. Some 58 yerurs lader, the Supror'*e Court, in upholdin-.; tne St^to 

Granror lanvs vrhich renulcoted ."rain elevators, railroadsj and waronouses, defined 

as reyula.’ble ^ catcpiory of ""businesses a.ffectcd v/ith a puilic interest," Later, 

this c^tenory nrovi^ so restricted and artificial that it became useless—until 

in 193^ the Court v/as called upon to decide the constitutionality of Uev/ lork's 

nilk control law. In findinn this law v.'^lid, the Court helped to rip away many 

restraints v/hicli he.d been judicially fa,stonod on the police power of tho States. 

But v;o need not C'talo,:iic the broadeniny effect of farm policy upon tne defini¬ 

tion of .'■conomic activity v/itnin roach of Con.-ross and St'=te lorlslaturcs, Let 

!iG s.ay only that no field of wavinn ra.in is beyond tho rerch of Podor'''! markot- 

inn quotas. There are no rocks nor rills, no woods nor templed hills that c^'n- 

not be defined as within a snail v/atershod. There is no known rur'^‘1 need for 

which fodera.l a,ssist-nce is constitutionally una^v^ilablc. It is curious to 

r.oca.ll President Buchanan's fretful veto of the first Morrill bill to provide 

federal ,'.'rants to the Sta.tes for the est^blislxnont of the .a.'.-ricultural and 

mechanic'll a.rts colleyos lest "tho ch.a.ra.ctor of both Governnents. ..bo f^ro'atly 

dcterior'’’.todBut Lincoln did si vn the bill, the land--.;r'm'it institutions were 

'established, and tl chances are thak e^c'n of you c^n "ather empirical evidence 

upon Buchanami's mloojiy prophecy by lookine at your nci.,.T-bor on cither side, 

P^rre, politics has underj/ritton tie; principle of federal support for hiyhor odu- 

C'^.tion, ros.e-rch, and extension; it h'-'S therefore helped to consuaiintc tho 

v/oddinn between "movernmont -nd ^science" that Don It. Price has brilliantly 

celGbr.'’.tod in his lucent book. 

Such have boo.x some of the; effects of farm political issues on tho public 

purposes of this country, P-^rn politici''’ns h'vo n^do ./roat contributions to 

those purposes—especially in the fields of economics, education, v/olf^.rc, and 

resource conservation, I must confess to a profound r.'spoct for tho run v/ho 

helped bro'^.don tho scope of movernnent in response to rural—and urb'^n—demands, 

Althouy]! I vus not one of the 460,000 who v;rotc President Pr nklie. D. Roosevelt 

on the occasion, I thrilled to his inau'ur^.l statement tlat "v/c hmvc nothing to 

fear but fear itself," Tho country felt the benefits of the rontlc rain of 

checks from Washin ton -^xid it took h.aa.rt “^.t the dGtcrnin"'tion .at tii-' cent u to 

do sonothinm a.bout economic blii/ht, La.tcr, I saw the Nev/ Dc'^1 in a riculturo 

'^.t its best—in the ceoins of P'^rm Secirrity .idministr'^tlon borro'wers, in the 

ml.'anin-'.’ rov;s of c-^nned food on th''ir shelves, -^nd in tho instrument th'^t made 

then possible: a pressure cooker—p'^rh^'ps tk"' only ■authentic syfocl of what wc 

somctim.:s call tho xiracric^n Way of Lif e tbe t this f-nily had ev'^'r possessed. 

Whether the li.-ht in the people's faces reflut"’- t’nis shinin-.? thin- or tho 

reflection v;as th.e other w’.y around w-s sometimes a little difficult to t-'ll. 

And yet oven such mood thinms c^n be uncritically a.cco'ptcd, I am r mmindod 

of the British Conservative's complaint that tho Labor politicaxit v;ho "l^ts his 

blcodin;: heart po to his bloody he'^.d," Exp?ri?nco v/ith tr.a public f°rm pro^ r'^-ms, 

anon; other proprans, hms demonstr-=.t :d th’-''t not all economic problems ’^ro 
r-'adily solved simply' by tr-'ensforriu; them to <• ov-rnment, Recent mcp'rierxce 
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"Iso shov/s tli-'t t!'o nost unproc''dontod prospi'rity do^s not -uton'''cic'^ll/ 

iioutrnlizo the poisons of intor-proup h^.trod -nd distrust which soci ^tp ,’,-'ncr~ 

at^s^ ho-^nv/hilo, hov/evor, th;.-: oxp'^.ud 'd role f ovrrnrrnit in ^cononic lifo 

has r-^quirwl huildinp a powerful politic'1 on. in: v/hich ho us'^d 'itl 'r for 

ill or rood, or, noro likolp, for nixed ill “^nd rood. Sono f-^rii statosnon ho,v,o 

boon 'ippropri'^.tol;/ aw^rro of tho tonrV-nci s of th.;; w^lf^r: state to '^xtond 

public rerulation ^nri control until ocononic liberty is seriovisly h^nporod, 

V/ithout subscribing-' to tln^ir bill of pexticul-^rs '*• -'inst public price supports, 

stora^.o, '^.nd production controls, I thinJe that th-^ir critical disposition sorves 

tl'n puolic intru'^sto Unfortunately, how'V-r, tl'is critic-^l dis'position t-^nds 

to b': nyopic, 

L-'t no riak: this point crystal cl '''-''ro C-ov'rn;iont'''l purpos :s ar ■> expanded 

by oth'r th n econonic prossuros. U-r is t]:: ;roatost nourishor of novernnonts. 

Our ■ovornnent, already surfeited, nust continue to feed heavily d-oi'in;.. this 

un ■'asy peace. At the s'^m tine, the strcnr'th-.-^ned will to r ‘'sist an outv;ard 

ene;:,y is riatch-^d by hry-pejnsoiasltivity to the thr '":ts of interinel subvexsioiic 

F'\st w rs, th.’ threat of future, wus, -'nd tb.'' na, piny f -’ r of doriestic disloy¬ 

alty—all expand -nid n.old our politic-’1 purieos's, "Kov/ is th'’ tiru^ tint tri'-s 

men's souls," v;rotc Ton Paine at Valley Porc'o. With us, in this rather rracc- 

less y:'’r of 'Taco, it is the eov ■'rnr.ient th-it trios men's souls. 

This is where the a,; ricultur''-! myopia cones in. F^rii politicians who arc 

both ■’ood architects and rood critics v/hen it cones to public 'cononic policy 

are too often indifferent to other ar’^’.s of public policy from which lib.:rty 

may bo subject to cvni .r^'’,t''r dangers. I think that this myopia, stems strai.ht 

out of their intense conc'’rn with f-^rn problems, I want to n".ko this point 

with all the force at njr disposal. Too many ■’: ricultur'lists b'cor.io so absorb¬ 

ed in th’ compellin.;' and .’xactinr issues of a, riculture tbmt tbay noel^ct, 

imnore, ^nd ev :n 'lepraei^’to these oth.’r natt''rs. ¥o must pua.rd a-.ainst sa.cri- 

ficinr', in the na.no of w''lfara, the ^ss’nti'! fr aedon.'-s of :conor.ic cl’oica. 

In tho n-nic of s'cnrity, W' must not so worsbdp t::e virtu’s of conformity th^.t 

C-eor Orv7'll's niphtnar " state enor. as from the ruins of th'’ bill of ri.hts. 
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A POLITICAL Il'ITLPPI-aiTATIOK OP AGRIClILT'iJRAL ISSILL.3 

3y Charles Mo Hardin, Department of Political Science 

University of Chicago 

This is a sweeping title. Many things could he hroU':^it under it, Talce 

electoral politics* Is the faim -vote now of negligible influence in determining 

which party elects the President and organizes Congress? Is there a relation¬ 

ship between farm xorices and the farm vote? How much leev/ay in adjusting farm 

policy do politicians have in light of the voting behavior of farmers? Or one 

could discuss group politics within agriculture* What is the anatomy of farm 

politics? V/hat organizations are growing? Specifically, is the Parmers Union 

able to maJoe gains because of rural dissa.tisfaction with farm prices and farm 

policies? -'/hat is the state of intersectionai competition and cooperation among 

farm grouios? ^fhat changes in the pressure grouj) aspects of administra,tive 

agencies have occurred since 1952? More broadly, hov/ do farm policies affect 

horizontal groups in societj'-'—the rich, the middle class, and the poor? Is the 

achievement of social mobility facilitated or frustrated by farm policies? How 

vrell do these policies arbitrate the conflicting demands for security and for 

mobility? Or one could let the examination embrace relationships among farmers, 

business, and labor, Alcin to this is the mutual involvement of rural and urban 

interests. Ue in agriculture can anticipate a swelling chorus of complaints, 

increasingly bitter, about ’’rurally dominated legislatures,” Ue can reply in 

part that this phrase distorts the truth. But there remains the germ of truth, 

and we vdll wince, too; our withers will still be wrung* 

All these and more would be relevant to my subject* Important as they are, 

however, I have other fish to fry* Politics is largely concerned with the or¬ 

ganization and purposes of power* I propose to discuss with you this afternoon 

the tangential effects of farm politics upon the tvro most compelling problems 

of contemporary American politics—one having to do i^rith the organization of 

power, the other r^fith its purposes* 

I 

Let me speaJo first to the organizational probl.era, namely, ho'fr to develop 

effective jDresidential leadership and still to hold it accountable* 

The assumption underlying what follows is that anj' government's organiza¬ 

tion and procedures are of considerable importance in its success or failure, 

I am not arguing that governmental gadgets can be perfected so that a fool can 

make as wise decisions as a man of charactero In politics there is no substi¬ 

tute for statesmen ship* Yet state smanshiio can be given institutional encourage¬ 

ment; 3^ou all have heard the definition of a statesman as a politician held 

upright bx'^ equal pressures from all sides* Hor do I overlook chance—good or 

ill fortrme v/hich presides over many human events* And yet the puritan father 

v/ho too]- his ;gui to church was wise* ’'bkiat will thy gun availeth thee, Samuel?” 

asked his wife* "If God intendeth the Indian to kill thee, he will kill thee*” 

"True, indeed, i'iartha, ” said Samuel, "But what if God intendeth that I kill the 

Indian?" In this spirit, let us proceed* 

1 
An address at the Graduate School of the U*S, Department of Agriculture on 

December S, 195^t as one of a series of lectures on Farm Policy* 
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F'rcnch 'ovornnent has heen cl'ar'^.ctorizGl apoplectic .at the ceo-tcr and 

p'^.ral'-bic .at the ontroncties, Anorican povernnent ni "ht b.o c'^llod schizophrenic 

at tl:o contcr ^^nd .ponorai-ll;/ satisfa.ctorp at tl.o eictrenetios, The Foundin.p 

Fathers (l p)rGfer this torn to the "Fr.ancrs" corniot.ations of vrhich pivc r.o pause) 

ha,d a du-'^l intentions first, so to divide ■^nd distribute pov/er that national 

tprann:/ sl^ould forever bo prevented—but, second, to facilitate the r.apid con- 

solidadion of power in oner, encies. llatioiial tyraiinp w°s forestalled by sopar- 

alinp pov;or anonp Conarcss, the President, -^nd the courts; by dia'idinn; pov/er 

ay'^in bctv;ccn tbo federal ‘ovornnent the St-^tes; and by croatiny a franev/or]-; 

in v.fhich t]'.n social power of .‘roups (agriculture, labor, business, veterans, the 

professions, '^nd so on) conld intrench thenselves. Our constitutional s''cloton 

is nusclod by a. thousand interests. Sono of then kavo sounht, v/ith occasional 

success, to secure a, piece of the prosi^ioncy for thenselves, hany of then arc 

ordinarily irplantod in Coneross. As Janos h.a''''ison forosav; ^ "the spirit of 

party eiiri. faction" is involved "in the necessary end ordinary oper'etions of 

novornnent." 

but the Founding Fathers -^Iso •■’ave us the presiriency, a.n office wliose na,in 

cha.recteristic, accordin" to Alexander Hanilton^j is enerpy» In crises of pe.-^ce 
and v/ar, the presidency has er‘’.or,pcd the foren.ost ory^n of yovernnent. Fov/ 

crisis is continuous, and the e:q)ansion of the prcsi'Icncy shov/s it. In Presi¬ 

dent Cool.idyo’s executive office, there v/ero only 25 persons. Under FDR tl'.is 

fi'urc jiuiped eventually to 59^ and it exploded under Trunan to 1,470'^!' Presi¬ 

dent Eisenhower has carried forv/ard the trend, anona otl/or ways, by his use of 

the F'.ational Security Council and by his recent ostablisluient of a caloinot 

secretariat. 

Hovcrthelcss, Con'.-ress ■^nd President continue frou tine to tine to ..larc 

at o^ch other across the barricades, n Lincoln story told by Louis Brovnilov; is 

illustrative. One dp,y President Lincoln benan to toll an aide about his early 

e:qDeriances a.s a teacher in a one roon school, P"e la-d abou.t dozen pupils, ho 

s-^'id, raiviny in aye fron 6 to l6 and they v/ore all takiny turns readin.p pa.ssay- 

es fron the Liblc, The little boys and eirls r^^ttlcd off, "with easy precision 

tP.e :ic‘'iorizcd, oft-repG'"tGcl. text," Lut one boy, "a dull-witted sixteen year 

old nar'uod Willy, , a yreat, stunblinr:, '^v/kv/ard follow,.,"Imd to bo lifted over 

his passa.yes not only word by v/ord but syllable by syllalole. When they reached 

the fiery furn.ace, nincoln painfully naneuvorod Willy throu.'.h one bout v/ith 

Shadra.ch, heschach, and Abedneyo and called on tl,e next pupil. Suddenly Willy 

bo.'an to bav/1, "’Willy," Lincoln said, "What's the natter?" "Teacher," iie said, 

"I counted dovrn these verses here, an^ here cone fr.e'i tleree da'nn fellers a..-a.in/' 

nt tint, Lincoln pointed out the v/inclov/, Coniny tov/ard the v4.itc Eouse were 

Charles Sunner, 3cn v?adc, Thaddeus Stevens—three leaders of aj.! anti-adnin- 

istration cliq.ue which w^s nal'in;-; his life nisorablo in Coiifrcss. Those "three 
da,nn fellers," noro or less, have rGai:)pcared i'n every chapter of our Ilstory. 

Theodore Roosevelt had his Aldrich, Rale, and Cannon; Ivoodrov/ V/ilson, his "little 

yroup of wilful nen"; Coolidye had the Sons of tie W'ild Jackasses, FDR and 

Trunan had an assortr.ient of Connressional antaronists, ..urd the present incunb- 

ont is discovering' that the problcn is "'eneric—thr.t no landscape in political 

Washington is without its bridyes tint nust evontunily be crossed. 

1, Federalist ITo, 10. 2. Federalist Ro, 69. 

3. Fortune. Feb., 1952, p. 77. 4. .^idaptcd fron Drownlov/, The Presi¬ 

dent and The Presidency (Cl;.icayos Public .,id:'iinistration Service, 1949) pp.9'-10. 
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Dtiriii;;,' nuch of our p'^^st, history the consequences of the separ'^tion betv.'oon 

the President and Con :ress ha„ve "beon, at leest, supportable^ ifach public policy 

has Ijccn successfully carved up ^^nd passed o\it to the interested parties„ Con- 

yressr.an. Flannayan once declared of the tobacco pro. ran: "It wor]ts« If this 

house will continue to lea-ve the tobacco prohlens to the tobacco yrowcrs .and 

their Pcprosont.'^-tivcs in Coin'-ress it will continue to work." The nrny Snyinoors 

provide perhaps the best oxar.ple of this tendency tow-’rd independence fron over— 

•^11 control, but there are n^’.ny others; ''.nd, on the whole, it nust be said that 

the country has lived very vjoll with its loose-jointed, dispersive hoverimentc 

Yet it see:is that wo ;.'re now^ continuously confronted by imuber of live— 

or-die issues, all of v.'l'.ich demand presidential leadership; these policy issues 

cluster under the n:^.ne of defense; they nunbcr foreign loolicy, both diplonatic 

and oconop.ic; loolicy in the entire area of science—a field in which nationcal 

survival •’Iso requires th'-'-t xvc rr'int'^in at least a pa,rity with Russian, security 

policy; fiscal policy; ir.r.iieT-.tion policy; ireforna.tion policy; anl perhaps, 

others. In of these natters, '^nd all of then torpthoih the presii.'^ency 

needs orvmized criticisn of wh.ich Coneress is an unrivalled source. Rut criti- 

cisn is f'-’r different fro:i offerin'; 'Alternative lo'Adorshipo ho cannot safely 

parcel out thesG issues ai'iony Conrrossional connittoo clmirncn—as v;g can, sa.y, 

flood control policy, or soil conservation, or ..ra.zinn on tho public don-'.in, or 

policy for crops like sunar, tobacco, xDoanuts, rice, or oven (to sono extent) 

v/hc^t --'hd cotton. Lot ;ie repeat, tho problcn is by no means to stifle criticisn 

of tho executive. R-Ath-or it is to rocOf'nize that in a series of issues on 

whic]i n-'tiGnal survival n-'.y well depend, our tine-honored a.iternAtive to execu¬ 

tive lea.dership—to wrench v/holc are'A.s of policy out of the presidency and 

pl^nt then in Con ressional connittoes—is no lone’er ■•a.c cep table. 

¥horo does f-rn -politics fit in? In sever 1 w-’-ys, a; rico.ltural issues have 

i^ror'cod to create the modern presidency. The 1‘Ate Clifford C-reyory vividly de¬ 

scribed hov; th.e first -u-ni vn.s fornul.^tod v/hon its arcb-itects learned fron tho 

rhAtional Industrial Recovery -ict th't it possible to op£r'A‘te by rieans of 

na.ssive dole ations of loyisl'AtivG power to the executivo.' The i'dEA w-is soon 

condemned, anony other reasons, for bein.. "dole;-’tion run riot;" but the ihha 

has survived sever?! tr-’nsraiyr^tions and is still vdth us, under another na.nc. 

horeover, the principle porr-iittinn broad deleyAtion of Icyislativo authority 

to k'G cxocutivG established in larae part by the Supreme Court in the mil]: 

cases—h. i.cndes-Fr-ncc should realize th'-'.t, v/ith us, mill: is a very potent 

bever.'A :c. 

On ta.o other h^nd, farm j^oliticians h-Avo continuously found their main 

reliance in Cenyress where their political strenyth primarily lies—while, in 

recent yc.ars, it has become clear that the presidency rests upon a constituencj’ 

in wl-ich the center of ravity is located in ^ bandful of St- tos v;hich aue dom¬ 

inated by :,rcat i.iotropolit'A.n centers. There is no need for :ie to yo into the 

hi.'h; fi;'':ed, ri'.id parity enjoyed by each St'’-te in ta.o Senate, nor to discuss 

the manner of redistrictin;- House of Representative sc'Ats—an exercise in applied 

political -'oo, raphy by St-Ate lo islatures in vrhich rur=Al and s:"!all-tov/n areas 

■are heannly over-represented. 

1 

See his article, "Tho R'A!--’ Rure'AUi ■Any Tpe .ihiji," in The .innals of The American 

Acadc:'r.- of Political and Soci'A.l Science. January 1935. 



- 4 ^ 

J'arm politicians have long recognised the phenomenon we are discussing* 

In the 1920*3, MclTarj-Haugenites fought the administration, In the 1030's 

after the Initial New Deal upsurge, control over farm legislation shifted toward 

Congress—even hy 193^ in the Banichead Cotton Bill and the Kerr fohacco Bill, 

neither of which v/ere administration measures^ l.'egislation in 19jS and I93S was 

collahorative "between the administra^tion, Congress, and the farm groups* By 

1941, Congress scored a victory in raising farm price siipports to ^5 cent 

of parity. In 19^2 President Boosevelt laid down his faiaous threat to Congress 

in his La"bor Day speech: You control farm prices or I will, Relationships he-' 

tween the P resident and most of the organ!sedfarir' 

interest deteriorated during 

the rest of World har II, aaid they worsened again in and after 1949, 

In April 1954, the chairman of the srh-committee on agricultural appropria-' 

tions of the House of Hepresenta-tives, Mr® H, Carl Anderson, exploded ra.ther 

violently against the White House, the American Barm Bureau Federation, and the 

Crange for re-xirriting the annual appropriation hill for agriculture, '‘Shall vre 

permit the executive denartraent,he asked, "regardless whether it is in control 

of my p!j)litical party or the other political party, to write our appropriation 

hills^^*"^ On every appropriation hill except two, Congress cut the President's 

request for fiscal 1955? on the agricultural hill and only one other. Congress 

raised the President's budget, ^ 

In July 1954, Congressman Walter Judd pessimistically declared that fp„rmers 

"'rere in trouble, not through their own fault, nor t’nrougti "the fault of 

Mr, Benson or Mr, Fisenhower, or Mr, Truman or Mr^ Roosevelt, The farm program 

*oai»ras written by the farm bloc in Congress. It (paid no) attention to®., 

Mr, Roosevelt, (nor) to Mi% Trum.an, (nor) to Mr, Brannan, It does not intend 

to pay any attentio.i to ®,oMro Fisenhower or iir. Benson®,, It (has always writ¬ 

ten) irs own hills and (lias) had enough power t5 put them through," ^ 

"j'^orwithstanding that, the Disenhower adjninistration, supported by the Farm 

Bureau, succeeded in getting the principle of flexible iDrice supports through 

Congress, In the process, however, ad.verse reports by commitoees on agricnAture 

had to be over-ridden in both the House and the Senate, possibly the adminis¬ 

tration had to resort to a tie-in sale with the wool bill, apparently it had to 

threaten a iDresidential veto, and. certainly it had to accept a considerable com¬ 

promise of its original position® I mean no disparagement of the adjninistra- 

tion; indeedp i admire its courage and. applanid its statesmanship/, Because of 

remarks mad.e from this platform last week, I ought to say that this is less a 

confession of faith than an expression of preference, I ara citing the incident, 

however, to show that 03.ice more the administration and a rather solid core of 

the Congressional farm bloc found, themselves at loggerheads. 

1, 
100 Congressional Record, Daily Bd, pp, 4g63-4« 

2® 

The other bill was Baber - Health, .education, and Welfare® See 100 Con¬ 

gressional Record, Daily Fd® p* l4,46l, August 19} 1954° 

3* 

Congressional Record, p, S,99l! Dail37- Ed., Jul^?- 1, 1954, 
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I "believe that President Allen Kline of the -American Parm Bureau Pederation 

spoke for most agricultural leaders most of the time v/hen he said? "Prsedom is 

not guaranteed "bj'' powerful Kxecutives» That »,,wc'ald "be freedom oj sufferance* 

Its name is "benevolent dictatorship*Insofar as freedom is guaranteed "by a 

political systeiTif it is guaranteed hy legislative "bodies*'' Such statements are 

significaxit in proportion to the prestige and influence of the authorc- But 

words weigh less than deeds. On the one hand, consistent Parm Bureau support 

of the reciprocal *rade agreement act has "been a nota'ble factor in its extensionsi 

In this, the Pa.rm Bureau has strengthened the executive in an important policy 

area which had "become a sham"bles in the legislative process* In the same vein, 

the Farm Bureau leadership has v/orked vigorously tu inflLienoe governraental 

fiscal policy, "by helping cur"b inflationary trends in I95I9 ^-^^d in 19531 

helping reverse deflationa^ry policies* The second action, at least, v/as appar¬ 

ently vrorked out essentially within the executive "branch; and I am impressed 'by 

the interpretations of economists who find octh departures in policy to have- 

been in the public interest* On the other hand, the Farm Bureau and with less 

emphasis, the G-range both supported the Bricker Amendment which recently failed 

by only one vote to pass the Senate. This amendment would scrap the Constitu¬ 

tion in the vital area of foreign policy in fa,vor of a return to the Articles 

of Confederation under which the thirteen colonies lived dangerously, indeed, 

before IJS?* 

Another line of inquiry which will help us understand the bearing of farm 

politics upon the Congressional-Presidential relationship is suggested by poli¬ 

tical parties* UHforeseen and probably unwanted by the Founding Fathers, 

political parties are essential to the conduct of cur public affairs, if their 

roles are sometimes obscure. Fo President since John Quincy Adams has volun¬ 

tarily governed without the aid of his party* Many political scientists be¬ 

lieve that strengthened political parties would Improve the quality and coher¬ 

ence of loubllc policy and the efficiency of its administration while, at the 

same time, increasing the accountability of government—the report of the Ameri¬ 

can Political Science Association's committee on political parties, "Toward A 

More Responsible Two-Party System," is an example, but I should add that this 

report has eminent critics among political scientists* 

Farm politics is traditionally a stura'bling-bloclc to the achievement of dis¬ 

ciplined, policy-Ciiented parties# One of the reasons can be inferred from a 

remark of Theodore Roosevelt, who, waxing enthusiastic in a political speech, 

declared: "My father was a Republican, grandfather was a. Republican, and I 

am a Republican!" Arose the voice from the floor? "Come, now, Teddy? what 

would you have been if your father and grandfather had been horsethieves?" "A 

democrat," he shot back, Ag long as about half the farmers are like TR'g grand¬ 

father find the other half identify with us horsethieves, the representatives 

that fney elect will seemingly have to negotiate farm policy, bi-partisan-wise. 

The politics of agriculture will, therefore, very likely work against the de¬ 

velopment of greater party responsibility. LooJcing back over the votes in Con¬ 

gress on the most important matters of farm legislation-price su-pport bills— 

one would find, I believe (although I have not thoroughly researched this point)— 

a rather consistent bi-partisanship from McFar^z-Haugen days dov/n through the 

extension of price supports in 1952» In 195^» a break occurred; Republicans and 

Democrats in both Houses were dramatically opposed on the issue of supporting 

the major crops at S2-t to 90 per cent of parity. During this coming year we 

shall know whether this vote presages a sharper partisan alignment in Congress 

or was simply idiosyncratic. 



^ 6 - 

Let me conclude this pa,rt of in^ discussion hy saj^’ing that the record of 

farm TJOlitics is not completely consistent regarding the major contemporary or¬ 

ganisational proMem of American gOTernments derelopnent of adequate and respon¬ 

sible executive leadership on the controlling public questions of the day* Yet 

the power base of agriculture in the legislative branch is against this develop¬ 

ment—indeed, one of the crude and tuiplanned balances of the constitution has 

arisen between the urban-based executive and the Congressj grounded upon a small¬ 

town and rural political complex. The history of farm policy-making is also 

onposed to the strengthening of executive leadership. The bi-partisanship of the 

farm bloc in Congress militates against achieving such leadership through strgaggf* 

more disciplined political parties. On the other hand, farm statesmen have some¬ 

times v/orked to strengthen the executive in important polic;^ areas; but again 

they have thrown their weight the other way—as in the support of the Bricker 

Amendment vrhich would weaken the office of the presidency^ perhaps disastrously. 

Before I leave the organizational problem, let me mal^e it clear that I have 

no nostrums for it up mj?’ sleeve. Of the numerous proposals that have been rnade, 

Professor Corwin’s suggestion of a^cabinet which v/ould include members of Con¬ 

gress might commend itself to you* Short of some profound institutional change, 

it may be that the present constitution can be made to work better if enough in¬ 

fluential people are as conscious of its shortcomings as they are of its advan¬ 

tages and are as anxious to malce up for the former as they are to exploit the 

latter, 
TI 

how let me turn from the organization of government in order to emphasize 

its purposes, The distinction between organization and iDurposes is not a 

dichotomy* A British political scientist recently called politics "the arrange¬ 

ments by vfhich men live together.” Such arrangements include forms and pro¬ 

cedures as well as ends or purposes? nevertheless, v;e believe that in the final 

analysis government is only instrumental to something else—what appear to be 

governmental purposes are, in their essence, means and not ends. 

T'or us, government is made for man, and not vice versa. We do not para¬ 

phrase Hitler by inscribing over the entrances to our public schools the state¬ 

ments ’’You were born to die for America.” Hor do we find all human purposes, 

individual and collective, determined by economics, as Marx would have ito 

Instead, we celebrate the educated, well-balanced, mature, and moralist-respons¬ 

ible human being. 

Most profoundly, then, government in cur scheme of things find its first 

principles outside itself. The purposes of government are penultimato* Ultimate 

purposes are realized in the lives of individuals, and the highest end of gov¬ 

ernment is to perfect the conditions under which these lives are led* We must 

hold fast to this principle even though the government which we are discussing 

can, and does, and sometimes must order its citizens to their death. 

Wheat are the purposes of our government? Most admirably, they are express¬ 

ed in the preamble to the Constitution* Yet none of the famous phrases are 

self-elaborating — what order, justice, the common defense, the general welfare, 

and even liberty mean must be continually defined in concrete situations. In 

1 
S„ S. Corwin, The President” Office and Pov/ers, (Hew York; Hew York University 

Press, 19^2 ed«) Chapter VII. 
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this definition, farm politics has had a considerahlo part. Prohahlp the nost 
inportant sinple decision in const!tutionad lav/, Jolvn harshall's onur^ciation in 
1819 of the doctrine of Implied powers, was induced directly "by an a ricultural 
controversy. Some 58 years later, the S^iprene Court, in upholdin.,’ tno St'='to 
Grander laws vrhich A'eoulated prain eleva-tors, railroadSj and v/arohousos, defined 
as I'opulahle a cadofpory of ''husinesscs affected v;ith a puolic interest = ” L^.ter, 
this catoo’ory prow so restricted axid a.rtifici'^l that it became useless——until 
in 193^ 'the Court was called upon to decide the constitutionality of How i'ork's 
milk control law„ In findiny this law valid, the Court helped to rip a.way many 
restraints v;hich had been judicially fastened on the police pov/cr of the States. 
But wo need not cataloeuc the broadeniny effect of farm policy upon tr.o defini¬ 
tion of r'conomlc activity v/ithin reach of Con.'Toss and St'=te lorlslaturcs. Lot 
iiG sa.y only tle^d no field of wavinn ,'Ta„in is beyond the rorch of Podoral a'^rliot- 
iny q.uotra.So There are no rocks nor rills, no woods nor tonplod hills that can¬ 
not bo defined as within a snail ii/atershcdt. There is no known rur’^-1 need for 
which federal a^ssist^nco is constitutionally unavailable. It is curious to 
recall President Buchanan's fretful veto of the first Morrill bill to provide 
federal ,"rants to the States for the establishreont of the ayricultural acid 
nech.a.nic'^l e^rts colleycs lost "the character of both Govorunonts. . ,bc yroatly 
deteriorated." But Lincoln did si vn the bill, the land-,-,'r'ent institutions wore 
established, and tl ^ chances are thal each of you can -athor onpirical evidence 
upon Buchanan's yloo:ry prophecy by lookin-/: at your nci^.-hbor on cither eidOa 
parr.', politics fas under'vuritton tli: principle of federal support for hiyhor edu¬ 
cation, research, anc] oxtonsion; it he's therefore helped to consur.iiratc the 
woddiny betwoon "yovernnent -nd science" that Don K„ Price has brilliantly 
colobr.atod in ids recent book. 

Such have boon some of the effects of farm political issues on tire, public 

purposes of this country, parn politicians h''vc nedo eroat contributions to 

those purposes—especially in the fields of economics, education, welfare, and 

resource conservation, I must confess to a, profound respect for the r.ion v/ho 

helped broaden the scope of aovornnent in response to rur^l—and urban—demands. 

Althouy]i I v;as not one of the 460,000 who wrote President Pr iiklin Jj. Hooscvelt 

on the occe.sion, I thrilled to his in-iu'ura.l statement tbat "v;o have nothiny to 

fear but feap itsalf." The country felt the benefits of the yontlo rain of 

checks from hashin ton it took heart at the determination at tha cent ’r to 

do sonothiny about economic blieht. Later, I saw the Hew Do'-’l in a riculturc 

at its best—in the cabins of Farm Security Administration borrowers, in the 

yl.'anine’ rov;s of ca.nned food on thair shelves, and in the instrument that nado 

thorn possible; a. pressure cooker—parha.ps tha only authentic synbol of v/hat wc 

somotia.as call the American H^.y of Life that this f"nily had evap possessed. 

Whether the li,"ht in the people's faces rofl^ctan this shinine’ thin" or the 

reflection vras the other way around v;as sonotimos e. little difficult to tall. 

And yet oven such yood thinys can bo uncriticelly accopted.- I an reminded 

of the British Conservative's complaint that the Labor looliticant v/ho "l^ts his 

bloodiny heart yo to his bloody head," Experience with the public farm pro..ra;ns, 

anon.y other proyrans, ha.s demonstrated that not all economic problems apo 

raaciiiy solved simply by tra.nsf errine them to a ovarnment. Hecent uep apinnee 

1 

C-ovornnent -and Scionce (How York Iniv.arsity Press, 1954). 



-'Iso shov/s th-^t f'-: nost unproc''doiitod prosperity do's not ^■atoM^tic’lly 
noutr-^lizo the poisons of intor-yroup h^.tr-'ud distrust vihich society .'^Her¬ 
at's, ino-nv/hilo, hov/ovor, th:.'; expand 'd role oveririont in "cononic lifo 
I'Ues r-^quirxl Imildiny a powerful political on in,' vihich ri'^y ho used 'ittar for 
ill or .'ood, or, noro likely, for .lioiod ill "'nd . ood. Son? f'^r’i st'^.t.'snon have 
1)0011 appropri"'.toly avar o of the tond nici's of tho v/'lf'^ro sto-to to -'Xtoiid 
public rorulation -nh control until ocononic liberty is s -riously ha rip or-'d, 
V7ithout subscribing' to thair bill of •D''.rticul''rs ;’inst public price supioorts, 
store- 0, '^.nd production controls, I think that thair critical 'lisposition sorves 
the puolic int''r'st^ Unfortunat'‘ly, how'.v'r, tlris critic'll disposition tuids 
to b " nyopic. 

Lit no nak'o this point crystal cl-'-'m C-ovornaiont-''! -purposes ar ' exp'^ndod 

by othar th n -'cononic pressures > ’.'■•'-r is the r-'otost nourishor of eov-'rnnonts, 

Our 'overnnont, alra dy surf eitod, oust continue to fc-'d heavily durin-. this 

un'asy peace. At tlie s^rie tin;', tho strenrthonod \'/ill to r -sist an outv/ard 

ene::iy is natch'-id by hypoirscnsitivity to tho threats of intern-),! subversion^, 

F^'st w- rs, the thre-.t of future w^^rs., -nd th.-' na- r inre fe-r of doriestic disloy- 

e.lty—a,11 exp'^’nd "nd nold our political purpos's» "Eov; is the tino that 'cri-'S 

neii's souls," wrote Ton Paine at 'V'=’.llc;/ Porr'o. With us, in this rather rracc- 

less ye^r of 'Taco, it is the eov'rnnent th.et tries nen’s souls. 

This is where tho a, ricultur-'l nyopi'i cones in. P^rn •politici'^'iis v;ho arc 

both ■'Ood architects and rood critics v;h.en it cones to public 'Cononic -policy 

are too often indifferent to other ar'-'.s of public -policy fron which liberty 

i.iay bo subject to ovui ■r-'^'t^r d'uiajrs. I think that this nyopia stons straieht 

out of their intense cone ■'rn wit'i f‘- rn problons, I W’.nt to rr-.lce this point 

with e.ll the force at ny dispos'"!. Too nany ''r ricultur^ lists b'cono so absorb¬ 

ed in the conpollina •'■nd -ixa.ctina Issuis of riculture that th^y norl-'ct, 

ianore, ^'nd even dcpr'^ci'^tthese other natt-'rs. Wo nust r-;ua,rd ar.-'inst s^cri- 

ficiiv, in tho ncio of v/'lfare, the '-ss-'nti-'l fr^edorcs of -icononic cboic'. 

In the n-eoc of s-curity, w' nust not so worshi-p th.o virtues of confornity that 

G-eor; .-' Orvrdl's niahtnar" state oner; -^s fron tho ruins of th'-' bill of ri.hts. 
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In discussing this topic of adjusting farm production, ■'f^e ■'''dll first 

point out the important sources generating problems for farra.ers and 

administrators in adjusting farm production to meet miarket and national 

requirements, and then ■'me ■'"dll discuss some of the principal ■'""ays open 

to dealing ■"dth adjustment. 

Sources Generating Problems In 

Agricultural Production Adjustment 

An important source of difficulty in adjusting; farm, production is 

the character of the demand for agricultural products, and the resulting 

instability of farm prices and income. We kno""" that the aggregate demand 

for farm com.moditias is highly inelastic . Failu.re of farmers to reduce 

production irhen market demand declines would be miv.h less disruptive if 

the price elasticitv of demand ""rere high. Pifith a very lo^"" price 

elasticity for most farm commodities, supplies in excess of the quantities 

demanded at current prices lead to sizable decreases in farm prices and 

in total farm income. Similarly, supplies short of the quantities 

demanded at current prices lead to substantial increases in farm prices 

and total farm, income. Thus inelasticity intensifies the ■■•.ffect of 

changes in demand on farm prices and total farm incom..;". 

Changes in demand for farm products are also im.portant. Changes in 

demand are associated -irith growth and mobility in population, changes in 

technology, in taste's or scales of preference and in degrees of political 

and economic stability. Some of these changes associated ■'""ith changes in 

demand are of a long run nature and predictable while others ar-^ of a 

short'^r run character and unforeseeable, i^or instance, the rural-urban 

shift in population is of a long run character and foreseeable, whereas 

shifts in population caused by th' m.ushrooming of military posts in 

various parts of the country during World ‘''ar II were of a shorter run 

nature and more difficult to forr^sce. In any event, shifts and. changes 

in population und'^'rli'"’ changes in demand and in quantiti:'s demanded ■"'^hich 

in turn create problems in agricultural production adjustment. Changes in 

number of hours ■'"^orked, in type of work and in livin.g habits arc- associ¬ 

ated ■'"dth rural-urban population shifts. One effect, for exampl', has 

been a declining need for high caloric diets. In the proc ess, the pv; r 

capita consumption of food itcm.s such as wheat and potatoes has decreased. 

On th'' other hand, per capita consumption of fruits and vegetables has 

increased. 

Changing rates of population groiHh also give rise, to problems in 

production adjustment. Currently the nation is growing at a rate of more 

than two million persons annually. By 1965 population m.ay total 190 

million. This ■i"dll increase substantially the quantity demands for farm 
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commoditirs. Now land for agricultural production is very limited. 

Nrverthclessj cxpcctaitions arc that the larger market supplies r^hich Td.ll 

hr forthcoming from thT adoption of now techniques c'.nd more extensive 

adoption of knorm techniques i-dll fully offset this new market demand. 

This will require extensive changes in farming practices by the nation's 

farmers. 

Another powerful source is economic and political instability. Prior 

to the depression of the early 1930'Sj a significant portion of our total 

market for egricultural coTn.m.odities had disappeared through loss of foreign 

markets. Our total market shrank further with the depression as millions 

of unemployed approached the point of dropping out of the market, /s the 

deprrs advanced, consumer incomes dropped sharplj'" as did the aggregate 

demand for agricultural comrodities. Agricultural production wns badly 

maladjusted. Farmers continu'. d to produce for a market which could absorb 

the volume only at extremely low prices. By the late 1930's economic 

activity had begun to quicken somewhat but it took the stimuli of World 

■"'ar II to cr^-ate sharp and sustained business expansion, full employment, 

and a high level of personal incomes. Aggregate demand for farm products 

increased greatlv as employment and personal incomes piclced up rath the 

war's momentum. Th- European Recovery Program following the war prevented 

any drop in the total market demand for food which othr.ri’dsc might have 

taken place T-ith the end of active warfare. Then in 1950 war broke out 

in Korea. T-'hich again strengthened the demand for food. Throughout World 

'"h.r II and through the Korean War farm prices wore pegged at levels r'hich 

T^cre expected to raise total farm production as close to domestic and 

foreign market demands as possible. Through a multiple point program of 

price incentives, draft deferments and education, farmers wore given 

every cncouragonent to expand prod.uction. ’'dth the cessation of the 

Korean War and the recovery of fama production in ■’•rar-torn Europe, oui’ 

farmers arc now facing a situation where their expanded production plants 

put large farm com.modity surpluses into the hands of the government. 

Those surpluses represent, in part, production response to price supports; 

for many farm commodities, supports have been higher than the level which 

■"'ould clear the market or move, all the production into the hands of 

dor.vestic consun’*'rs and into export Tnarkets. Without price support opera¬ 

tions, consumers and foreign importers alone would have taken the total 

volume of production only at lower prices. 

Economic instability in the form of recurring periods of prosperity 

and depression, political instability as reflected in alternating periods 

of cold war^ peace all generate momentous production adjustment 

probl m-S in agricultur . The problem is: can farmers adjust to the 

drastic change s in demand and in size of total market whj-ch result from 

political and Txononic instability? Any up-'eard adjustment in production 

is not viewed as a distressing probl.m by farmers. It is the dm-mward 

adjustment to decreases in demand ■•tiich is oft^-n painful and difficult to 

accomplish. A declining demand is seldom regarded as of a permanent 

nature by producers, and farmers arc not uniqui. from other producers in 

this respect. Beth Gconomdc and osychologica.l factors underlie this 

attitude. Im.portant economic factors are; (l) that in th. short run vrith 

fixity in plant, it pays to centinue to produce as long as total returns 

envr total variable costs, and (2) that alt'rnativc employment opportu¬ 

nities for farm family resources may be l-ess attractive cr even 



commoditiv'-'S. Nn^ land for agricultural production is very limited. 

N'''vcrthelcss^ expectations arc ttia.t the larger market supplies w^hich i;dll 

b'" forthcoming from th’:’ adoption of new techniques and more extensive 

adoption of knorm techniques T'dll fully offset this new market demand. 

This will require extensive changes in farming practices by the nation's 

farmers . 

Another powerful source is economic and political instability. Prior 

to the depression of the early 1930'Sj a significant portion of our total 

mark*:! for agricultural commodities had disappeared through loss of foreign 

markets. Our total market shrank further with the depression as millions 

of unemployed approached ths point of dropping out of the m.arket. Is the 

depres advanced, consumer incomes dropped sharply as did the aggregato 

demand for agricultural comrodities. Agricultural production I'^^s badly 

maladjusted. Farmers continir. d to produce for a market which could absorb 

the volume only at extremely low prices. By the late 1930's economic 

activity had begun to quicken somewhat but it took th^^ stimuli of World 

'''ar II to create- sharp and sustained business expansion, full employment, 

and a high level of personal incomes. Aggregate demand for farm products 

incroasod greatly as employment and personal incomes picked up rath the 

war's momentum. Th'- European Recovery Program follo-^lng the war prevented 

any drop in the total market demand for food which othr n-dsc might have 

taken place ■''dth the end of active warfare. Then in 1950 war broke out 

in Korea T>-hich again strengthened the demand for food. Throughout World 

"'ar II and through the Korean War farm prices ware pegged at levels which 

vrpre expected to rais"j total farm production as close to domestic and 

foreign market demands as possible. Through a multiple point program of 

price incentives, draft deferments and education, farmers were given 

every encouragement to expand production. Idth the cessation of the 

Korean War and the recovery of farm production in ’-^ar-torn Europe, our 

farmers arc now facing a situation T-herc their expanded production plants 

put large farm commodity surpluses into the hands of the government. 

These surpluses represent, in part, production response to price supports; 

for many farm com.moditir s, supports have been higher than the level ^"hich 

■"'ould clear the market or move, all the production into the hands of 

domestic consum^-rs and into export markets. Without price support opera¬ 

tions, consum»:rs and foreign importers alone would have taken ths total 

volume of production only at loi^e-^r pric'-s. 

Economic instability in the form of recurring periods of prosperity 

and depression, political instability as reflected in alternating periods 

of war, cold •'^^ar, and peace all genor'^tc momentous production adjustm.rnt 

probl-.ns in agricultur . The problem is: Hd'r can farmers adjust to the 

drastic chanp/ s in demand and in size of total m.arket •'■■hich result from 

political and eccnomic inst'''bility? Any upemrd adjustm.ent in production 

is not viewed as a distressing probl'm by farmers. It is the down-'^ard 

fidjustment to decreases in demand ■^'hich is oft'-n painful and difficult to 

accomplish. A declining demand is seldom regarded as of a pcr'-ianent 

nature by producers, and farmers arc not unique from oth-r producers in 

this respect. Beth economic and osychological factors underlie this 

attitude. Important cconcmic factors are; (l) that in th - short run --rith 

fixity in plant, it pays to centinur to produce as long as total r-eturns 

cov r total variable costs, and (2) that alt-'rnativc cmplcym.ent opportu¬ 

nities for farm family resources may be l.ess attractive or even 
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nonexistent i”h :n declining denend is ceused by decreasing busin-ss activity 

rcnd cnployrrirint. A psychological factor is that expectations arc usually 

for more prosperous future conditions. H'' nC'^, farmers may cv'n be 

■”llling to disinvest or exploit th'^ir resources to assure survival durinp 

p'^riods of decreasing demand in order to assure the opportunity to realize 

exoceted futuro farm incens. For these reasons, voluntary deo^n-'merd adjust¬ 

ment to a declining demand is usually a slo'','^ process in agriculture. 

But there arc oth .r reasons for the relatiV'''ly high degree of 

stabilitj?" in aggregate farm out-put. One of these is the nature of the 

factor market in agriculture. To explain the nature of the factor market 

in agriculture requires a look at the supply function for agricultural 

resources and at the dc.^gr^'c o.f flexibility in factor prices. 

i'djustm''’nts to a decreased demand can come about only s result of 

either (l) withdrawal of production factors or (2) Ic-'-^cr returns tc the 

production factors. Tilhcn factors are elastic in supply for an industry 

they vdll be ■'■dthdramm under conditions of d, creasing dem.fnd for the 

industry's products and •''■hen th' prices offered f'^r the use of these 

factors decline. On the oth r hand, if fact(rs arc in-l^stic in supply 

to an industry, their use rdll tend to bj continued in the ind\istry or be 

withdrawn v^ry slomly ’^hon demand for th , industry's products decreases. 

In agriculture, the elasticity of supply for prcducticn factors is 

gen rally very lovr. Factors ■'“'hose supply is generally v.jry in lastic arc 

land, most rf farm labor and the existing buildings and machinery. These 

factor inputs originate ’'ithin the farming industry itself. Land comr s 

from ’’dthin agriculturr, rs does oprrator and family labor, ■'"hich makes 

up mest of thr labor r..source in agriculture. The same is tru^' for 

existing buildings and machinery, '''henever rcsrurca supplir s have loi” 

^.lcsticit3^, the price of their services is highly flexible. H.nce in 

periods of decreasing dem.and and 'prices for farm products, prices of the 

fan"! resource services riiosc supplj^ elasticity is lew decline as much as 

farm product prices. TTicn dccr'^asing demand conditi'ns culminate in a 

deprossi'n, prices rf land and vcxisting buildings decline to low levels 

since they have no alternative opportunities for employm nt outside of 

r’griculture. The same can bo said about farm, labor when industrial 

unemploymxnt roduccs off-fam nmnloym.rnt opportunities tC‘ z.,ro. 

Undi.r similar conditions thr same can be said ”mth respect to 

existing fari'i st'-'cks of machinery. Since this machinery has no alter¬ 

native cmplo^micnt opprrtunities '.'utsidc ■ ! cagriculture, its price tends 

to fa^ll along -.’dth farm, product prices. Othr r factor prici-s which arc 

highl^o fl-xible are those for farm.-raised f''cds with no price supprnts. 

On m.an^r farms these fec.ds a.ro both prrduct entputs and fact', r inputs 

’■"hile on semr farms they are only product outputs but beco-m:^ factor inputs 

on rthc.r farms. In eithe r case, ros fact'r inputs, thoir prices are highly 

flexiblcj if their prices d':clino as products they decline to the same 

extent as factors. The prices tf feeder livestock arc similarly flexible. 

■PeedGr I'ivcstock arc product outputs for some farms and boceme factor 

innuts for others, khen their prices as products fall, their prices as 

factors fall hj an equal am'unt. 
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Thus the nature of th^ rosrucc nc.rkct in F.fyriculturis char?c- 
terized g.s c'nc of very elasticity of supply f^r g Irrpjc pgrt of tho 
factnr inputs. Hc.nc-^. in porirds of decrorsing dcrricnd gnd d'^clininy farn 
product price,s, uriens '‘f fretors in inclrstic supply fall slonr: •''i-th 
product prices cncrurggc stability in frm output, but ^roat insta¬ 
bility in farm prices end inorne . can combine the naturo of the 
fr-ct'.r rv^rket in g^riculture i^dth the inolosticity o.^gregotG demond 
,f' r fam prr'ducts t~' explain the hipjh instability in fern prices end 
inci'mc nn the one bond rnd stc.bility of output cn the rthor h^nd. They 
arc imp'"'rtant sourecs of problcms in agricultural production odjustmont , 

An"ther S'^urcc of these prohl-un.s is th^ conpotitiyc cont.^xt in -’hich 
aRriculturo operates as cenpared to the market in T^hich agriculture buys. 
Doita on declining prices during periods of business crntractirn indic.-tc 
that prices of important resources used in farm production resp'nd m''''rc 
sl'TT'ly and tc a lesser degree to a dccrcccsing f'vcr-all national demand 
than do the prices i^f farm products and ^ther c'mnoditics detc.mined in 
more conpetitivo' markets. Farm resource prices displaying this relative 
inflexibility are nev' machinery, repair it^ms^ building materials and 
mo'St other nonfarn-pr<"duccd rcs' urcos. Relative price inflexibility for 
nerr nachin .;ry and nce^ buildings arc of concern to farmers only insofar 
as these capital items must eventually be replaced, /.t ony given point 
in tine the existing st^ck of m.achincry and buildings ^n farms makes it 
pc’ssiblc fer farmers to oncrate for c'''nsidcrablc peri-eds before repla^com.ent 
is necessary. H vmv._,r, -'V r tin.' these items must gradually bo replaced. 
These inflexibly-priced items, including property t^xes (and interest 
naym'':nts on debt for sm"" farmers) and seme other nonfarm-produced 
resources contribute t'O; difficulties in farm producti'-n c';djustment mhen 
farm product prices drop fastc'r and further. 

Another scurce lohich has given rise to problo;ns in agricultural 
production adjustment are past production adjustment programs in agri¬ 
culture such as nr ice supports and foredgn trade policy. Over the last 
tmo decades agricultural programs have used the acreage-c^ ntrol pric'j 
support mechanism extensively to increase farm income. Because of the 
highly inelastic deoirnd for agricultural commodities, one; might logically 
o-xpoct that a production control policy ■'■vuld increase total incom.o in 
agriculture and decrease the total quantity ■'f resourcos used in agri¬ 
culture . 

It is commrn kno”oledgf: th^t p^.st production c ntro'l program.s in agri¬ 
culture have been less than fully effective' in dnereasing the total 
quantity of resourcos used in agriculture and in reducing output in the 
aggregate. L number of factors explain this failure. Instead of having 
the effect of v-dthdra^'lng resources fr^rm. agriculture, past programs have 
caused these resources to shift vlthin agriculture. Farmers have either 
shifted their roscurccs to the pro^ductirn of ncn-control commodities cr 
shifted their given supplies cf capital and labor to fever acres. In the 
latter instance, they have substituted labor and capital for land. 
Furthermore, they have substituted forage for grain in livestock 
production. Through incemc payments tc farmers vho reduce acreage, past 
production cent re 1 programs have actually encouraged reson.rces to stay 
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in ngricnlturn „ Thoy h"vo fallen short in transferring rcsr-urces out 
of agriculture also becauso the individual farnor is essentially ’"hat 
Gcononists call an atomistic competitoT . For this rc-asen h”' has the 
incentive to expand production because he hopes that ether farricrs mon't 
and. he knr-”s that his actions as an individual ron't affect the cutcomc. 
Finally these programs have fallen short in reducing aggregate farm output 
because of the ccm.plemantar}/' effects of legumes, grasses and fallo-'a on 
grain and fiber crop?. Out prewar and present agricultural surpluses 
reflect the incffectivrnoss of past production control programs in 
decreasing total agricultural output . 

Furthermore, bv forcing proportional adjustments threughrut agri¬ 
culture, past production control programs have contributed to further 
maladjustment in agricultural production. To improve rosource cfficlncy 
in agriculture their effect should instead be cne of (1) rdthdra’ojng 
resc'Urces from agriculture mhero they are in surplus, (2) increasing the 
mobil.ity of agricultural rf sources so that they mill move from areas 
mhero their marginal value productivity is Iqt- to •'^herc their productivity 
is higher, and (5) facilitating resource movement am.ong production oppor¬ 
tunities so as t' be consistent "dth consumer preferences, the nation's 
dietary goals and the, inherent product?!-vity of ^ur resources. 

Problems in agricultural product! n adjustment also stem from 
difficulties in foroign tr^de. Problems in foreign trad-i rest (l) on 
fear that producers of farm cc m. mod it i^-s in other nations mill encroach 
upon our domestic market, (2) on tho dumping of our surplus farm, 
commodities in othor CQiuntrios, (5) on diff-^rences a.mrng nations in 
political idc(>loRics, (^) on shortages of dollar erchango in potential 
foreign markets, and (5) on political and economic instability. Foar of 
for .'ign encroachment on our demostic market has resulted in tariff 
barriers and hence producticn out of line -ioith cemparative advantage. 
Pressure from ’"dthin agriculture to dump our surplus farm products abroad 
has resulted in large expenditur' s on export subsidies, especially for 
sheat and cotton. The immodiatc offret of this policy h^s resulted in 
no loss to our farraers and has helped in maintaining product prices. 
Political and economic rotaliation from abro.''d neasur:^ the longer run 
effects. The economic costs of trade rostrictirns stemming from differ¬ 
ences in political ideologies must bo moighed against the uncertain 
political rdurns. The shortage of dollar exchange in potential foroign 
markets lim.its the size of our market and this shortage is partly the 
affect of cur trade policy, the ’-ar's devastation of resources, and a 
'■’hole host of factors ■'ohich hinder ocononic dcvolopment, 

PoliticaJ. and economic instability is chieflv responsiblo; fm our 
highly unstable agricultural export market. Let us take mhcat as an 
illustration. The fordgn dcm.and for Y’hcat during Yforld V'ar I is 
fundamental in explaining thf, v:ry high ’'^heat prices at that time. High 
mheat prices in turn led to speculatively high land prices, increased 
farm debts and expansion in production. From. 1914 to 1919 ’/rheat acreage 
increased from 56 million to 74 m.illion. With the end of the "far, 
foroign buying pov^cr collapsed. This fact, together orith out high import 
tariffs in 1921 and 1922 and Canada's competition as a morld supplier of 
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yhoat, crus'd sfvrre maladjustment in '^ur mhrat productir-n. Th^: market 
C':uld cl'^ar our relatively large ■'■■heat supplies only at prices sharply 
reduced from 1919. From, 1919 to 1922 th^ farm price of v^hcat fell frem 
$2.16 te "^0.97 pep bush(:l. 

During th'' dopressicn of th' 1930's, •'■ehoat as an expert cemnedity 
experienced the full effects fro^n le'ss in buying po^ie^’r. ''■’heat prices 
reflect ■:d nr't only our '"■"nn c^^nsumers' less in buyiny po-'vor but alsa the 
less fro’^^. abroad. The •'"oak fr reign dcm.and f('r ■"rhent duri'ng the 30's 
contributed to-'-'-ard keeping T-heat prices loe'. 

■'e'ith the beginning ef Ferld Far II, it -""as again the larg^.- quantity 
deric.nds for ■'"heat that erntribut'ed grca^tly tf our large expansi( n in ■’’^hcat 
acreago; and prcductirn. From 1939 tr 1948 cur ^''^heat 'exports increased 
irrm appro'ximatcly 50 milli'n to 500 million bushels. 

Foreign needs f^r •'icoi.t havi; again dropped sharply from loar and 
early post-''oar levels '"rd ’'-^e have a •'"heat plant capable of producing more 
than th;,' r'ark:t -'ill absorb at existing prices. Hence, over time 
political and economic instability has cr'-ated a highly unst.able external 
market fc r -'heat, and the fluctuating f'^'r ^'ign m'^rkot for •'■"■heat has in 
turn caused serious pr^ductF'n adjustment pr-bl'ms in rdieat. The story 
frr our ■ thf r agricultural export commoditi' s is in varving degrees the 
same as for -'heat. 

Since external demand f' r agricultural commoditi'^s is ■- highly 
unstaibilizing influence in an imnortant sect- r of -ur agriculture, some 
'aight s^y that ■''■>'c sh' uld embark upon a policy '■'f producing to be 
sufficient only to ■-ursclves. Such a policy hoir.mver, v'-uld crmplicatc 
rather than help solve thf' predlem. /ccerding to a rv^'c-'ct r-port, such 
e po-lic-'r -rr uld moan that ■'-c """'uld have to rnduce o-np -s^'hoat 'creage by 
■'T-G-half, cotton acreage bv ono_third, tobacco acreage by "n. -fifth and 
ric" production by one-fourth. In addition, adjustments •'o uld have to 
be made in 'ur production of apriC'-ts, prun s, raisins, citrus and some 
other products. Reductions ;f this magnitude ■""ould moan far-reaching 
adjustments in ogricultural land us ■ end enploymont. 

A final scurcc of pp'-blems in agricultural production adjustment 
that I shall mention is that < f producti^~n uncertainty in farm.ing. 
Because of mcathoir, insects and diso:asr^ planning physical production in 
agriculture is entirely different from planning industri-l o^utput. 
Droughts ond pests may bring Eev_ro reductions in crop .output and rising 
farm prices ■'•whereas bum.pcr crops tend to bring th' r';versc. T^ d^te 
little is kno-n ab'ut the frequency distribution of "peer" and "gcod" 
crop years, '^"e do' kno-' that ercather is err.atic. Th.ercfo,re, ro.gardless 
of ha- carefully farmx.rs and policy makers nay plan productii n to coincide 
■'-ith offcctiv demand, there is little assurance that the outcome in any 
single year -'-dll corr-espond to thplans. The disparity is likely to be 
grcatc.st in lines of product in having the Icng-rrst pro'duction period. 
Uncertainty in production conditions places the farmer in an insecur .■ 
position -'hich can be offset only at a cost. 
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Attpcking tho Problms of Pr'^ductic.n Adjust^ncnt 

With this background in rnind of the nature of the sources v'hich 
have generated our problons in agricultural producticn adjustnents, I 
o'ruld lik'’ to consider o-ith you briefly S'^tpg of the M-pvs th^^t aro open 
in attacking the problens rf producticn adjustoiont. The first ^'f these 
is that of laissez-faire, essentially •'-Ith no intervonti'^n in the pricing 
rr -producticn function in agriculture . Such solution -'culd b ' ernsist- 
ont ’-ath a naxinun of individual fr -cd''n of ch^ ico and actiou. Further, 
it ’"ould permit the untrammelcd operati'rn of the so-called free market. 
Overproduction in torms of the available -oarket in agriculturvo T’-uld be 
solved by Iro' prices . In vie-'" of the demand inelasticity have 
indicated earlier, these prices a.t times prrbably ■’■ruld b:. disastr'usly 
lew'. In the case of perishables, there vmuld undo-ubtodlv be sene .utright 
loss through spoilage. With such a solution, only the financially 
soundest and most efficient in agriculture could expect to survive for 
long. The laissez-faire solution also amuld take carj of sh^^rtages. 
Tlien the producti'n ''f food and fiber fails tr reach the level such as 
normal consumption ■'■■culd require, the pricing system, i-culd conduct 
inforn.al rationing "hich restricts the volume going even to the 
vcalthicst and nay deny ontirely, needed ccmnoditics to medcrate and Im-r 
income groups in the sctisfactir n of their basic needs in food and fiber. 
Under such circumstances, the producers and hoildors cf inventory stand 
to gain but such gains are made, of course, only at prohibitive co.st to 
consunurs. It should be evident, homevor, that I'ithin limits there arc 
possibilities of substitution in consumption ■'’hich o-r-uld reduce the 
necessity for price rationing. Insofar as substitutes are available, 
con^iLmption w-nuid b' shiftojd by relative price differences from those 
items in shortCvge to ether items in more plentiful supply. Such a 
solution, hoyeyor, is inconsistent ^-Ith th" basic philosophy of govern- 
nent particinati'n in agriculture today. 

9 
There a„re other alternatives to consider by may of approaches tc 

solution of the problem, of production adjustment in agriculture. One of 
these is storage. Since it is evident th^t a margin of safety lies only 
in the direction of production in excess of curr-’nl nouds, possibility 
of storing a portion of the products of agriculture -"ithin the limits of 
perishability is one mhich calls for coreful considcroti'n„ It th" 
utset, it should ba pointed out that there are rop.lly t’^c forms of 

storage mith respect to the; tinn period involved; sho.rt-run and Icns^-run. 
Short-run storag'; primarily ’■’■ithin the m_arkoting period has as its 
nurpi se th' snocthing of the flom tmarket and prevention of gluts and 
surpluses t(' be found in an unguided market, particularly f':r perishables, 
in the absence of adequate market informa,ti'.n and ccerdinatod market 
m.o'vom.ents. It should be apparent here tha't the cbjcctivcs rf such a 
program aro entirely to alleviotc intra-production peri'd maladjustm,jnts 
of production tc utilization. These >"’rc market rather than production 
a.djustm.cnts. St. rage over the longer run calls for a different set of 
objectives. In this instance, storage is aimed primarily at providing 
strategic reserves to protect against the hazards of vmathcr or the added 
needs of p_ defense effort. Hence, moathcr yield variation and anticipated 
strategic needs fc rm th^:- basis fer planning fer longer run storage in 
agriculture . 



Typically, the short-run narkot O'^.justnpnt as <" ppos'^d. to production 
rCd justno'nt , is linkc'?'' ro.th'r directly to the pricing systcr. Primary 
indications of need arc takon frrrn the. pricing Systran and objcctiyns 
ar': related to standards r^l-'tiyo. t'' nrico. Our o’prkctinr' agroonent and 

orders progran, in part, repr sents such an effort. In the storablcs 
also, os ’"ell as the perishables, ha.ye had rather 'xtensiye experience 

■”'ith a fern of storage progran — at least it appeared to be a sto'rage 
program in t-ems of results. I r^f^-r to the governn.ont' s n-n-recourse 
loan program geared to cemmitmonts in terns cf a minimum real price to 
faroi'rs, and usually involying prooluction adjustment as a cendition for 
price suppo.rt. Tha o.ccumulations cf stocks of farm commodities under 
such a program at times have been quite sizeable. The eye cf IJ. S. 
Participation in fv.rld ’’ar II found Uncle Sam vmth sterage stocks rf 
cotton equal ti a full year's production, about one-half cf a crop of 
orhoat and one-fourth a cr^p of corn. These ""cre all yery ’"clc^me in 
yiei" 0)f the eyents ’"hich f'' ll'o'-cd . Burdensome surpluses becam.a 
strategic resoryes. But th" significant point ab ut this cxperienc: is 
this: These stocks mere occur,lulatcd purely as a by-pr'duct of a pricc- 
su.pport pr'-gram. The matching of these surpluses rath strategic need 
’"as '.nly colncidrjrtal and less than cmplctc. Again aft r ""crld ’■''•'ar II, 
me found the accurul^'tion of substantial storage stocks of some farm, 
commoditios, notably c''tt^’n, in tb.O’ hands of gcycr.imcnt. By IGBO, 
hoivoyrr, the o.-utbrerk of the Korean conflict eased the pressure of such 
stocks tcmpo'rarilv. M'’" find curselyos again confronted ’"ith m,ou.nting 
surpluses of both sto.rabl': and some S''m,i-storablc farm, products. I need 
not rcc' unt for yo-u in detail tho present ye lume of from pr^^ducts held 
by the Comm-^dity Cro'dit Corporati-n: Suffice to say that such stocks 
are substantial. 

.t storago program for agriculture conditioned entirely upon strategic 
needs ^nd ’"rather hazards offors substantially m’~rr promise in toms of 
its usefulness to the oconomy as a ’"hole, but its necessary diy^rce from 
price supp' rt and agricultural income contlng-rncies is cyident._It is 
also apparent therofero' that such a program ’"’’uld not T’o-rk to-'-^rd present 
incme and/or price objc'ctiyes in agriculture. The idea --'f a flexible 
schemr: r-.f prico' supports, ’dth 1'•>"erinr price support leyrls as supplies 
b’^comc burdcnsom'’ inducinr r'ducod pr'-ductimi in agriculture, has bo..n 
m'st rcc .ptablo in sop- quarters. Sccr.’tar.y Bens n, in a st.ateo’cnt 
boforo the H> use C''m’’’itte,. ’'n Agriculture in M^rch of this jeer pointed 
t the prexpendc ranee of nyidcnc. th.-^t farners, contrary tc p pular 
thinking, de_ not try t ' co'untoract lo’"rr prices by pr ducing m-re in <■ rdcr 
t maintain their inccm.cs at a stabl.o leycl. In citing this cyidence the 
Socrotarjo alse indicator^ the net extent '■£ producer resp" ns , t bo 
cxpectc.d in the case of three of . ur staple crops. F-^r cott'n, 
i^r. B ■:nscn ino’ic "tes, in the absence ef acrra.o’c controls, if the price 
changes 10 percent the acreage i f cott n th.. follo’-ino; y^.^r changes 
Z pcrcont in i,he same direction. The acreage response f■ r ’"heat is of 
similar pr-p'rti'ns. For corn, the 'creago resmonse t' price changes is 
...yen less. Th-'-so figuros ’■’eulcl suggest that comparatiy''ly little faith 
can be placed in price flexibility in terms •<£ minimum, supp. rt leycls in 
achic ying production adjustments . Taking mhcat as an cxaoiple, according 
to the griculturaAL Act of 1954, tho full r.'^n.go of flexibility in’-hieh 
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pricn supp'Tts etc effective is available f^r applierti'n in 1956. 
/.ssuning nr chr'ng^ in the index -'f prices paid, this rang is 15 per¬ 
centage prints, in terns "^f parity—fr-Ti. 90 percent t^ 75 percent rf 
parity. This ie-'«r''ring ef supprrt price t'' 75 percent •'e^uld be 
institute d f'-'r I'-hea.t, h'-v^ever, r nly i='hcn a.ccrrding t' the Icgislati' n 
rr^cently passed, supplies reach 130 percent -^f ne'rrnal. /.ssu^ina the 
Secretary's fieiTrcs t'' b." c^rr'^ct, a. r''ugh calculati'^n indicates that 
■ n the rv rrage abeut 90 percent ■"f the jab -'f readjusting Dr''ducti^ n, 
in tliis exanple, nust b; acc'nplished by means ^th.r than flexible 
pricing as currently set up. 

There are, ^f C'Urse, S'~^ne undeniable advantages t‘ flexible supp rt 
pricing—slightly loyrercd prices t^ C'^nsuners v^hen farm products ar in 
surplus and a Ir^-'Cred c-'-st t'~ g^rvernnont rf price supp rt '"perati’ns in 
such tines as crpe.parod tr an inflexible syst^n at 90 percent -~f parity. 
But as E. device f^r adjusting pr'X^ucti'"'n. c'-mpenatively little rr-liancc 
can be placed upen it. 

Currently, are relying up'n a c'np,'’natively rigid ninimim price 
supp'^rt scheme, b'Istcrcd by pr visi ns f r acreage all'tnents and, ’’'here 
appropriate, marketing qu’ ta.s as c^ nditi''ns f‘r 'price supp''rt eligi¬ 
bility. This year, ■'■’'C find the added dL;vicc f eress-C'^mpliancc . .is I 
understand it, cr-'ss-C'-mpliancc nc'ans this; In rdor t' b- .ligibl^ f'r 
price supp rts under th- current pr'gr^.ns, the pr'ducer ”iust n''t ha.V’ 
exceeded his acreage all tnent f 'r any cr p 'n "tiich acr 'g'’ all'tnents 
apply. Tilth the cxccpti n f vagttnbl" acr'.agc and ■'"heat acreage f r 
^''hich sP'Ocic'.l rcstricti ns apply, th'- pr''duccr is free t shift acreage 
diverted ' ut ' f all'tment cr'ps int' any n n-aill tmnt crap as he s^cs 
fit, laith'ut je''pardy ''f his nricr supp rt eligibility, rs such, this 
nr'gram reprasents a substantial 'asing ef the earli''r cr''ss-camplianc''' 
and t'‘tal acreage rallf tm^nt pr'''yisi' n t^ be applied f'r th: 1955 cr ps 
and innl'ias substantial cnfid'nca in the ■>sdllingn''ss f th' pr''ducer 
in agricultur'C t' f-lie-'?' enlightened gr'un interest in his planning, as 

■'"''.11 as the c'ncern 'f th': g''y'rnnGnt '■yer the impact f dr''urhts in 
many ar as f th ' c 'urtry. 

C.an m.ye -ne step further and apply acroae'^c all''tn' nts_and 
marketing qU'd's te aajust pr'ducti'n in line -''"ith .anticipated denand. 
and current stacks "’dth'Ut" C'upling this t' the price support 
mocha,ni5n? S'me ef the accumulati-n '-■f st'ragp st'cks is due t' price 
supp'rts "'hich ir re t"- high te n v: all pre-ducti n int ' C', nsum .’r 
channels. Thcrcf'ro, such a n.'ve', if practicable, emuld facilitate- the 
adjustment fr-m, present Icyels. Tre c nsideratiens hero are pertinent 
in limiting such :n -perati- n, h •'ycycr. (1) The Fc^errl G^yernment 
cann 't restrict '"r regulate 'praducti'n f agricultural c'mme'dities, since 
this is ri''t - ne "f the P'''-"'Grs delegated t'’ tha F"d:ral G yernment, end 
I" ul'^. b: in yi'-la.ti'n ■■'f the 10th Imcndment under •'-hich all 'P''yjrs n't 
sn d'.jlegated remain te tb: states "r t'' the p-'-plc. Pr yiring f' r 
pr'ducti^n re strictions ceuld ' nly be acc''nplishcd via. a r'ef -rendum t ' 
pr'ducers C'- nc'-rned and naj'rity rule in the sam':; fashi'-n mhereby market 
''rders are "irenulgatcd n'm?'. (g) /ftcr ta-entj*' years ■:f intGra’ittent 
experience ’■ ith price support and incentiye payments as a canditi n f^r 
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pr^ductj.f n n^rketing v lun-' rrstricti n, it is frirly r.vid-^nt thpt t'' 
the ■nr'ducor, price su'cp^rt c.nc- pr'dncti'''n c> ntr"-! £i hsnd in h'^nd. 
/.drqust pric ' supp'^rt essursnccs ’~’ust rcc'nprny any succ-'ssfnl 
pr^ducti'n rcstricti 'n nr''granj and the penalty pr'visi'ns f' r excess 
marketing are likv^msc needed. It is n't likely that pr'^ducers "" uld 
Vi to fav^rcsblv . n pr^'d-ucti-n rcstricti'ns in th'? absence cf nricc supp'rts, 
ni-'r C'uld C'''Tnplir.nce be assured teith^ut marketing quotas and penalties. 

H'nr far can this type ef approach—ef spelling 'ut ^’’-hat acreages 
the farmer may nreducc if he is te be eligible f^ r the benefits f price 
sunp'rt—.'p in acc-mplishing th ■ ends ■'f adjusted pr'-ducti'"’n? Carried 
t' its limits, it is evident that codjusted pr ducti' n in agriculture 
c uld be achieved subject ■ nly t' limitati' ns ^f (l) intelligcnccf the 
planners, (2) leather variati ns, (3) yield subversi n 'f pr^ ducti'’'n g als, 
and. (4) pric - suppTt incentives (‘ r marketing penalties in case 'f 
qivtes) sufficient t' assure fairly C'm'^'lctc c- mplianc„. Th;. n^t 
nr'duct, h prove r, seems likely t b( a r'egin-nted agricultur e an idea 
"diich is unacceptable t producer and c nsum r ^like, and c unt r te the 
Amer ic ".n traditi'- n. 

Because: ef the large, demands Trliich a defense off'rt can make upep 
ui.r nati'n's agriculture in the expansion pr'ducti n ef f_d_and fiber, 
there is substantial m,'rit in c ns id' . rati- n i ■f thuse pf diverted acres 
int' cr-'ps and practic.:s dc ;signed t pr"vide th' necessary f rtility b'^se 
f -r such expansi n ~f •:er^ducti''n. During i rid Dr^r IT, farm "utput in 
this country r'se 20 percent, and di S'' using, by the ,:ind mf e rid Aar II, 
aim'st V percent loss lab' r inputs t'- d- S' . This cxpansl n ■'mas acC'm- 
plishC'd in resP' nsc t' patriotic appeal as ■'"oil as price incentives, and 
represented t^ a large extent a drarlng up-n fertility reserves 'f th; 
land. Such cnc uragement r(■;pr:'s''nts n' fundam-ontal inn--vati n in pr grsm 
es such since eur s- il censervati-'-n pr-'gram. has e-porated under similar 
■'bj ctivGS ev^r aim.-st t’-r-. dc-cades. It ■'■'■ uld, h'm'ver, invelve shifting 
■amphasis fr- m fC'rtilizati n practices yielding prompt and high level 
r'- turns t- nractic-es in ■■"hieh sh rt-run rcalizati' n f r, turns is dcf-"rrcd 
in fav r f a I'-n'eer run buildup 'f s -il fertility. 

In vinrr f the chr'racter ''f dcm.and f r far'"' pr^d-'icts and the li.m.itcd 
P'-'t ritial far demand expansi n per capita -"hich apparently exists at 
present, ari'-ther possible r'utc fer s'"lying the prabl-om lies in an 
att'^mipt t'" shift res urcos ut -f agriculture. Ahil-'' I have seen n' 
r'^’cent figures, T. W. Shultz, in a 1950 statement based - n 1959 empirical 
ovidonce, P'"in-fcs cm'-^hatic^llv t'" the undcr-cmplmyrncnt of the lab'-'r 
resource and the ’"idesproa.d rati'-ning -^f capital in agriculture as basic 
inefficiencies in agriculture t day. This is n-'t a nev idea. The 
rnr'-grams '■f the earlAr 1930's c--ntainGd aspects designed tr mev: excess 
lab-'r rcs' urces < ut ef sub-’-'orginal lands and previdc greatT capital 
availability in farming. In particular, ■’"e found th; Rural Resettlement 
Administrati'n engaged in the retirement -f sub-mp.rginal lands. Later, 
during ''rrld. ‘"'’ar II, due partly t"' the eff'rts tf the Agricultural Lab-'-r 
Offic'p, s me 5 mllli'''n persi-ns m.'ved ' ut cf agriculture into industry :r 
the armed fcrccs . T'' a substanti'^l extent these mr-ves "mre c- nditi'-ned 
by high n^n-farr adages ''’nd. to-'k c^mparativ-rly little acc'unt cf skills "'r 
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ff.daptrbility tc I'^nj-run n~n-farn c^plo5nn.''nt. Still further shifts in 
lab^r ''ut "f a.^riculture arc nonded. In the last 5 i^ears, ■'’^c have 
incrf'ascd by 20 percent the nunb-r 'ef consumers -"'hich ^no far’^ ■’.•'orker is 
providing ’-ith ferd^ fiber, and tcbacc . In the same period, the U. S. 
nopulatien has increased ab ut 7 percent. The job of pr-^ducing the food 
and fibrr f-'r the p"'pulati'n increases is being ace mplished by 14 
percent fc-'cr farm "-"rkers than 5 years ago. L shifting of lab^r ■ ut of 
agriculture on arp,?- pernanent basis hovover, must necessarily involve 
pri''r training fr r such n'n-frrm omploponent. 

Conclusion 

Out of these alternatives for adjustment of pro^duction, ranging all 
the ■'■'ay fr n a C'-m.plet^ laisscz faire attitude tr"oard agricultur, ■’"hich 
alloT's tho "free market" to so’lvc the problem, to a fairly con^olete 
regimentation of the agricultural segment of th-: cc^n'my, in ’■'hich 
freedom of ch'-dco has been sacrificed in exchange for an effective 
meshing of pr’duction ■'■'ith indicated c'nsummti''n—of thos^, mhich shall 
agriculturo choose'^ I v' uld not presume t, decide this f r faroi people, 
but I ■'"ill venture this observati n in closing. It soo'^is very evident 
that government participatio'n and assistance in rgriculture, in all 'f 
its forms, has no^i" become an accepted part f ^ ur Imcrican may of life, 
b’th b^o farm people and by no-n-farm gr^u-os . Further, in keening ’Ith 
■objectives of a steadily rising standard of living-, an abundance 'f 
consumer go'ds ano'' services at nriccs c-nsistent "oith c nsumor incomes 
is a nncossity. In such circumstancoj^s, tho achievem.cnt 'f adjusted 
production in agriculture v-m bo loss than c~m.nlrtc and ’"ill be 
acco-mplished ’’’ithin a fra.mo’'rork "'hich leaves r'om frr some freod-m of 
choice for the individual farmr, and a'hich als-" takes account of the 
long-run need of an increasing pc’pula tie n b^^'- alloo~ing a margin f* r error 

n tho. safe side of abundance. 

The significance of this c nclusion to arlministrat rs, research 
"O'rkers and teachers in agriculture is tr^elncnd■ us. The cv luti'n ’f 
nati''nal agricultural po-licy, "’ith the c mplcx of agricultural pr"grams 
that seems inevitable to m.cGt the. varjoing chang s in the nco-ds 'f 
agriculture, presents a challenge to the inr.:nuity and fmaginati'n f 
administrat'rs and the manag:ment skills ' f formers. It also places a 
heavy responsibility on researchers and teachers tc accumulate and to 
■or vidG a body of kn-'’"ledge "-hich ■”ill give a better understanding of 
issues and policies and particularly "hich nay better qualify pr opj.cors 
t( m.akc ■''dsc choices and decisions ’"ithin the framo-"''rk of national 
agricultural ’p'-licy as it cvo'Ivgs. 
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In discussing this tonic of adjusting farm production, T'e Tall first 
Doint out the important sources generating problems for farmers and 
administrators in adjusting farm production to meet market and national 
requd-.ren.ents, and then we Td.ll discuss some of the principal ways open 
to dealing -"rith adjustment. 

Sources Generating Problems In 
Agricultural Production Adjustment 

An important source of difficulty in adjusting farm production is 
the character of the demand for agricultural products, and the resulting 
instability of farm prices and income. Fie know that the aggregate demand 
for faimi com.moditias is highly inelastic . Failure of farmers to reduce 
production r^hen market demand declines would be much less disruptive if 
the price elasticity of demand were high. l¥ith a very low price 
elasticity for most farm commodities, supplies in excess of the quantities 
demanded at current prices lead to sizable decreases in farm prices and 
in total farm income. Similarly, supplies short of the quantities 
demanded at current prices lead to substantial increases in farm nricea 
and total farm, income. Thus inelasticity intensifies the effect of 
changes in demand on farm prices and total farm incom.e. 

Changes in demand for farm products are also im.portant. Changes in 
demand are associated with growth and mobility in oopulation, changes in 
technology, in tast'-^s or scales of preference and in degrees of political 
and economic stability. Some of these changes associated Trith changes in 
demand arc of a long run nature and predictable while others a.r'^ of a 
shorter run character and unforeseeable, instance, the rural-urban 
shift in population is of a long run character and foreseeable, 
shifts in population caused by th^e m.ushrooming of military posts in 
vaTious parts of the country during World '''ar II were of a shorter run 
nature and more difficult to for-^scG. In any event, shifts and changes 
in population und^rli'"’ changes in demand and in quantiti-'s demanded T-hich 
in turn create problems in agricultural oroduction adjustment. Changes in 
number of hours worked, in type: of work and in living habits arc- associ¬ 
ated Trith rural-urban population shifts. One effect, for exampl', has 
been a declining need for high caloric diets. In the proc'ss, the per 
capita consi-imption of food item^s such as wheat and potatoes has decreased. 
On th^ other hand, per capita consumption of fruits and vegrtablc-s has 
increased. 

Changing rates of population groTlh also give rise- to problems in 
production adjustm.ent. Currently the nation is growing at a rate of more 
than two million persons annually. By 1965 population m.ay total 190 
million. This Tmll increase substantially the quantity demands for farm 



commoditirs. land for agricultural production is very limited. 
Nevertheless, expectations arc that the larger market supplies which mil 
br forthcoming from th'? adoption of new techniques and more extensive 
adoption of knorm techniques mil fully offset this new market demand. 
This will require extensive changes in farming practices by the nation's 
farmers. 

Another po'varful source is economic and political instability. Prior 
to the depression of the early 1950'Sj a significant portion of our total 
market for agricultural commodities had disappeared through loss of foreign 
markets. Our total market shrank further mth the depression as millions 
of unemployed approached ths point of dropping out of the market, /s the 
deprrs advanced, consumer incomes dropped sharply as did the aggregate 
demand for agricultural comr.odities. Agricultural production badly 
maladjusted. Farmers continu'd to produce for a market if-hich could absorb 
the volume only at extremely lo^’' prices. By the late 1950's economic 
activity had begun to quicken some^■’'^h^t but it took the stimuli of World 
i''a.r II to create; sharp and sustained business expansion, full 'employment, 
and a high level of personal incomes. Aggregate demand for farm products 
increased greatly as employment cond personal incomes picked up rath the 
•.rar's momentum. Th'- Eui'oooan Recovery Program folloi-lng the i-ar prevented 
any drop in the total market demand for food ""hich othr.rTdse might have 
taken place ■''dth the end of active ’''warfare. Then in 1950 war broke out 
in Korea, •'^'hich again strengthened the demand for food. Throughout World 
■"a.r II and through the Korean War farm prices wore pegged at Icv'els v-hich 
’’•ere expected to raise total farm production as close to domestic and 
foreign market dem.ands as possible. Through a. nultiplf point program of 
price incentives, draft deferments and education, farmers were given 
every encouragement to expand production, '’'■dth the cessation of the 
Korean War and the recovery of farm production in ’-’ar-torn Europe, our 
farmers arc now facing a situation where their expanded production plants 
put larg- farm commodity surpluses into the hands of the government. 
Those surpluses represent, in part, production response to price supports; 
for many farm com.moditie s, supports have been highe r than the level ’’-hich 
”'Ould clear the market or move, all the production into the hands of 
domestic consumers and into export markets. Without price support opera¬ 
tions, consumv:rs and foreign importers alone would have taken ths total 
volum.e of production only at lower prices. 

Economic instability in the form of recurring periods of prosperity 
and depression, political instability as reflected in alternating periods 
of I'vr. cold ’’'ar, and peace all generate m.omcntous production adjustment 
probl.ms in a.gricultur :. The problem is; How can farmers adjust to the 
drastic change's in demand and in size of total market which r'esult from, 
political and economic inst'^bility? Any upward adjustment in production 
is not viewed as a distressing problm by farmers. It is the doT.rnward 
adjustri'cnt to dGcruases in demand •^■hich is oft'^n painful and. difficult to 
accomplish. P. declining demand is seldom regard'rd as of a pcr-ianent 
nature by producers, and farmers arc not uniqu'j from other ’producers in 
this respect. Both economic and osychological factors und'jrlif' this 
attitude. Im.portant economic factors arc; (l) that in th. short run with 
fixity in pl.ent, it pays to continue to produco as long as total r-eturns 
cov r total variable costs, amd (2) that alt-'rnativc cm.plcym,cnt opportu¬ 
nities for farm family resources may be l-ess attractive or even 
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nc'nexistcnt declining donrnd is c=us-d by decreasing business activity 
and cnplowf^nt. A psychclcgical factor is that expcctcticns arc usually 
for norc prosperous future conditions, H'nc', farners may ev'n bo 
'■’illing to disinvest or exploit th^’ir resources to assure survival during 
P'^riods of decreasing dcmf'nd in order to assure the opportunity to roaliZiO 
(’xoGctod future, farn, incems. For these reasons, voluntary dcornmTrd adjust¬ 
ment to a declining demand is usually a sIot/ process in agriculture. 

But there: are cth .r reasons fo^r the rcl.ativoly high degree of 
stabilit3?' in aggregate farm out-put. One of those is the naturo of the 
factor market in agriculture. To explain the nature of the factor market 
in agriculture requires a look at the supply function fer agricultural 
resources and at the dagv^c ef flexibility in factor prices. 

Adjustments to a decreased demand can come about only ^s a r'sult of 

either (l) vrithdraeral of production factc>rs or (2) Ic^'^cr returns tc the 
production factors. ■’Ilian factors arc elastic in supply for an industry 
they vail be ■'■dthdravTi under conditions of d- creasing d.omand for the 
industry’s products and ■'"hen th' prices offered for the use of these 
factors decline:. On the other hand, if factors arc in-tystic in supply 
to an industry/, their use rail tend to bj continued in the industry or be 
vdthdra.vj-n v'-r.v slomly ’^hon demand for th.j industry’s products decreases. 
In agriculture5 the elastic!t}/ of supply for production factors is 
gen rally very lovr. Factors tyose supply is g' nerallj^ v^ry in'lastic are 
land, nest r^f farm labor o.nd the existing buildings and machinery. These 
factor inputs originate "ithin the farming industry itself. Land comrs 
fr'^m -^'dthin agriculturi", os does oprrator and family labor^ v-hich makes 
up mrst of the labor r^^source in agriculture. The saoie is tru,' for 
existing buildings and machinory. '’’licnevcr rcsrurce supplies have l';^^- 
''lasticitjT'j tho' price of thoir sorviccs is highly flexible. H^nce in 
periods of decreasing den.and and prices for farm products, prices of the 
farri resource, sc;rvices mliose supply?" elasticity is lo’'- decline as much as 
farm product prices, '^.’'hcn decreasing demand conditi'ns culminate in a 
deprossi'-'n, prices of land and existing buildings decline to lo^r levels 
since th.:y have no alternative opportunities for employmont outside of 
''Agriculture. The same can be said about farm, labor v-hen industrial 
unemployment reduces off-farm e.mnlojTmrnt opportunities tc- zc,ro. 

Under similar conditiens the same can bo said ’''ith respect to- 
existing farm st'^-cks of machinory. Since this machinere^ has n^ alter¬ 
native employment opprrtunitios ;utsido rf agriculture, its pric tends 
to fall along vmth farm, product prices. Other factor pric'-'s mhich arc 
highly fl-.xiblr: a.rc; those for farm.-raised f'-cds vath no price supports. 
On m.any farms thes^; f-mds a.ro both product c-utputs and factor inputs 
"•'hilc on so-m'. farms they are only product outputs but boc-'me factor inputs 
on ethc.r farms. In oithi r case, as fact-r inputs, thoir prices arc highly 
flexible; if their prices decline as products they dcclin'- to tho same 
extent as factors. The prices ef feed-er livestock are similarly flexible. 
Feeder livcstc'ck arc product outputs for some farms and bocc-mxC factor 
incuts for others. I'hcn their prices as products fall, their prices as 
factors fall by an equal amount. 
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Thus the nature of th-^ ros^ucc ’"irrkct in c;Q:riculture is chg.r-c- 
terized g.s one of very elasticity of supply for ? Icrpio pf rt of the 
factor inputs. Hcnct-. in perirds of deersrsing dcmfnd grid declining 
product prices, prices of factors in inelastic supply fall rlonr ^H-th 
product prices to cnenarage stability in frm output, but gjrcat insta¬ 
bility in farm prices and inconc. can combine the nature of the 
factor nrrkct in agriculture •'•d.th the inelasticity of aR^rcg:atG demand 
f^ r fom products t'~’ explain the hi^h instability in fam prices and 
income on the one hand and stability of output rn the other hand. They 
arc important sources of problcais in agricultural production adjustment . 

Another source of these problons is th'~~ conpetitive c^ntoxt in -■''diich 
PKriculturc operates as conpared to the market in T’-hich aRriculturc buys. 
Data on declining prices during pcri'?ds of business ccntractirn indicate 
thr-t prices of inpertant resources used in fana prcductii n respond ia''rc 
sld-ly P.nd to a lesser degree to p dccrcccsing over-all national denand 
than do the prices of ff.^a products and other C'^noditics detorninad in 
more competitive narkets. Farm resource prices displaying this relative 
inflexibilit}?" arc nev' machinery, repair it.oms, building materials and 
most oth^.r nonfarm-produced rcs' urcos. Relative price inflexibility fo^r 
nc’v na.chin,;r3'' and nc’o buildings arc of concern to farmers only insofar 
as these capital items must eventually be replaced. I.t any .given point 
in tine the cxistinv stock of machinery and buildings (n farms makes it 
possible f(r farmers to operate for considerable pcri.;ds before replacement 
is necessary. H vrev.r, 'Vo-r tim'" these itoms must gradually bo replaced. 
Those inflexibly-priced item.s, including prioperty taxes (and interest 
payments on debt for S'-me farmers) and seme o.,th(5j;> nonfarm-produced 
resources contribute to difficulties in farm producti. n cdjustment ■'ohon 
farm product prices drop faster --nd further. 

Another source i^hich has given rise to problems in agricultural 
production adjustment are past production adjustment pr-ograms in ogri- 
culture such as orice supports and foreign trade p'-licy. Over the last 
tv^o decades agricultural programs have used the acreago-c^ ntrol price 
support mechanism extensively to increase farm income. Because of the 
highly inelastic demand for agricultural commodities, one might logically 
o'xpect that a production control policy ■'■ruld increase total inc'mo in 
agriculture and decrease the total quantity 'f resources used in agri¬ 
culture . 

It is c^nmc'n kno"oledgfj that past product!'n e ntred programs in agri¬ 
culture have been less than fully effective in decreasing the total 
quantity cf resources used in agriculture and in reducing output in the 
aggregate. A num.ber of factors explain this failure. Instead cf having 
the effect of vithdra‘"'ing resources from agriculture, past programs have 
caused these rescurces to shift mithin agriculture. Farmers have either 
shifted their roscurccs to the production of non-control comimoditics cr 
shifted their given supplies cf capital and labor to femer acres. In the 
latter instance, they have substituted labor and capital for land. 
Furthermore, they have substituted forage for grain in livestock 
production. Through income payments tc farmers mho reduce acreagoj, past 
production centre 1 programs have actually enccuragv'd resc^urces to stay 
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in r.griculturt,, Thoj’’ h"vo fallen short in transferring rcsr-urces out 
■"^f agriculture also iGcauso the individual faiTncr is essentially ’-iiat 
Gcrnonists call an ato'mistic ccrnpntitor . Fer this reason h"' has the 
incentive to expand production because he hopes that other fa.rmers non't 
and he knr'”'s that his actions as an individual won't affect the outcone. 
Finally these programs have fallen short in reducing aggregate farm output 
bocauso of the complementary effects of legumes, grasses and fallow on 
grain and fiber crops. Out prewar rcnd present ''gricultural surpluses 
reflect the ineffcctivenoss of past production control programs in 
decreasing to.tal agricultural output . 

Furthcrnorc, bv forcing prcportional adjustments throughout agri¬ 
culture, pant production control programs have contributed to further 
maladjustmt.nt in agricultural production. To- im.prc've resource effici'.ncy 
in agriculture their effect should instead bo cne of (l) rdthdra^'^'lng 
resources from agriculturo where they are in surplus, (2) increasing the 
nobility of agricultural rf scurcGS so that they •;»"ill move from areas 
•iahore their mo'rginal value productivity is Iq-’-- to •’■-’’•here thoir productivity 
is higher, and (5) facilitating rcs'-urcc m.ov-jment among -oroducticn oppor¬ 
tunities so as t be consistent -'-dth consunGr prefer(-'ncos, the nation's 
dietary goals and the inherent productivity of 'Our resources. 

Problems in agricultural productl n adjustment also stem from 
difficulties in feroign trade. Problems in foreign trade rest (TT cn 
fear that producers of farm ccm.moditi'-s in other nations will encroach 
upon our domestic market, (2) on tho dunpjng of our surplus farm, 
commodities in othor countries, (5) on difference-s among nations in 
political ide(>logi':s, (i) '^^n shortages of dr-'llar exchange in potential 
foreign markets, and (5) on pr'liticrl and ec'-^nomic Instability. Fear of 
for;ign encroachment on ^ur dcmostic narkot has resulted in tariff 
barriors and hence Production out of line with comparative advantage. 
Pressure from ■'■dthin agriculture to dunp our surplus farm products abrovod 
has rcsultvod in large exponditur'"s on export subsidies, especially for 
sheet and cotton. The inmodiatc '-^ffoct of this policy h^s resulted in 
no loss t'-:- our farmers and has helped in maintaining product prices. 
Political and oconomic rataliation from abror'd neasur” the longer run 
effects. The economic costs of trade rostrictirns stemming from differ- 
emcos in political ideologies must be wrjighe'd against the uncertain 
political r'^turns. The shartage of dollar exchange in potential foreign 
markets limits the size "f enr market and this shortage is partly the 
effect of cur trade policy, th" ■'■-ar's dcvasta.ti'"n of r.sources, and a 
’"hole host of factors •'hich hinder economic devolopment, 

PoliticaJ and economic instability is chioflv responsible fov our 
highly unstable agricultural export market. Let us take wheat as an 
illustration. The foreign demand for wheat during Yiorld Far I is 
fundamental in explaining the very high wheat prices at that time. High 
wheat prices in turn led to speculatively high land prices, increased 
farm debts and expansion in production. From 1914 to 1919 I'/heat acreage 
increased from 56 -million to 74 million. With the end of the ^/'-ar, 
foreign buying power collapsed. This fact, together ■'•dth cut high import 
tariffs in 192.1 and 1922 and Canada's competition as a -^orld supplier of 



r^hoat, caus' d sfvrrc maladjustmcnt in ■'"ur Y^hcat production. Thr narkct 
c':'uld cloar our rol^tivcly large ■'-hrat s\roplios only at prices sharply 
r-^duced fron 1919. From 1919 to 192?. the farn price of vheat fell from 
^2.16 to '*‘0.97 p-^r bushel. 

During tho doprogslcn of th' 1930's, ■'■•^hoat rs an oxpi rt co-mnodity 
experienced the full effects from logs in buying pO"-'or. ■'■'heat prices 
reflected not only our o-'rn conguners' loss in buying power but also tho^ 
loss from abroad. The ■’•'cak fr reign dcm.and fc'r wheat during the 30's 
contributed to’-’-ard keeping T'hoat prices low. 

b'ith the beginning of Toj-pd Y’er II, it w^s again the larg^:- quantity 
demands for wheat that contributed greatly to our large expansic-n in wheat 
acreage; and production. Fron 1939 to 1948 cur •''■''heat exports increased 
from approximately 50 milli''n to 500 million bushels. 

Foreign noods f^-r ■'irao t have again dropped sharply fron war and 
early pogt-war Icvelg .-^rid ore have a wheat plant capable of producing norc- 
than th;,' m,a.rk‘;t ’"ill absorb at existing prices. Hence, over time 
political and ccou-o-nic instability has created a highly unsta^ble external 
market for ’"heat, and the fluctuating foreign market for ’’•hGat has in 
turn causo.d serious production adjustment probl'ns in lohoat. The stc^ry 
for our other agricultural export com.moditi' s is in var’oing dcgrc'og the 
same as for o-hcat. 

Since o'xtornal demand for agricultural commoditif s is " highly 
unstabilizing influence in an important sector of agriculture, some 
might say that we should om.bark upon a po'licy ^f producing to bo, 
sufficiont only to ourselves. Such a policy ho'wpver, loo uld complicate 
rather than help solve tho’ problLm. /ccording to ? roc'''nt report, such 
a poliew ■'oruld m.oan that ’"C ’"ould have to reduce o>ur wheat acreage by 
one-half, cotton acreage by opo-third, tobacco acreage by '■'pi -fifth and 
riC'-’ production by one-fourth. In addition^ adjustn.ents ■'ruld have to. 
be mado in opr production of apricots, prun's, raisins, citrus and some 
other products. Reductiopg rf this magnitude w^uld moan far-reaching 
adjustmo^nts in agricultural land us’' and .enployoient. 

A final scurco of problems in agricultural production adjustment 
that I shall m.onti'-n is that ; f production uncertainty in farming. 
Because of vuathe-r, insects and diso.ase, planning physic-1 production in 
agriculture is entirely diff'rout from planning industri"! output. 
Droughts o.nd posts may bring sev., ro; reductions in crop output and rising 
farn prices whereas bumper crops tend to bring th rov.-'rsc. T- d^te 
little is kno’-Ti .o'bout the frequency distribution of "peer" and "good" 
crop years, ''“'c do kno"- that weather is -rr.atic. Th.ercfo,rc, regardless 
o.f hew carefully farmers and policy makers nay plan productio n to co.incide 
’"ith cffectiv,: demand, there is little assurance that the- O’Utcome in any 
single year Tdll corr espond to th.; plans. The disparity is likely to be 
grea.tc.st in lines of producti n having the Icngest producti-'n period. 
Uncertainty in production conditions places the farmer in a.n irisGcuro’ 
position ’"hich can be o.ffsct only at a cost. 
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Attacking thi? Prrbl.ns of Pr^Muction Adjust'ricnt 

P^ith this background in mind of the nature of the scurcos y^hich 
have generated our problems in agricultura.l prcductirn adjustments, I 
mruld lik” to consider odlth yru briefly som.e of the vays th^t arc open 
in attacking the problens of production adjustment. The first of these 
is that of laissez-faire, essentially ■'•1th no intorvrnti-n in the pricing 
or productirn function in agriculture. Such r solution -'ould b" consist- 
o:nt -mth a maxin.um. of individual fr'^cdom of choice and action. Further, 
it ’oould permit the untrammelod operation of the so-called free market, 
Overnr-r.duction in terms of the available loarkct in agriculture uld be 
solved by Irv prices. In vicy of the demand inelasticity "re have 
inc'icctcd o.:crlicr, these prices at times prr-bably •'’•ould bo disastr'usly 
Iv-no, jn the case of perishables, there ''ao>uld undoubtcdlv bo some outright 
less through spoilage, trith such a solutirn, only the financially 
soundest and most efficient in agriculture could expect to survive for 
long. The laissez-faire solution also mould take care of shortages. 
’■’hen the production of feed and fiber foils to reach the level such as 
nr-rnal consiimpti'n •'■culd require, tiio pricing system r-ould conduct 
inforo"Lal rationing ■’'tiich restricts the vo'lumn going even to the 
mealthicst and m.ay deny ontirely, needed cemmoditios te' medorate and Im-r 
incono groups in the satisfactirn of their basic needs in f^od and fiber. 
Under such circumstances, the producers and holders of inventory stand 
to gain but such gains are made, of course, only at prohibitive cost to' 
consumers. It should be, evident, hr'i^cvor, that ymthin limits there arc 
possibilities of substitution in consumption ■"'hich youid reduce the 
necessity for price rationing. Insofar as substitutes are available, 
con^un.ption vmuld b' shifted by relative pries diff.ercncos frrm. those 
items in shortage toi ether items in more plentiful supply. Such a 
solution, homevor, is inconsistent Q-ith th"- basic philosophy rf govern¬ 
ment participation in agriculture today. 

« 
There are other alternatives to consider by ’^ay of approaches to 

solution of the problem, of production p,djustmont in agriculture. One of 
these is stoarage. Since it is evident th^t a margin of safety lies only 
in the direction cf production in excess of curr'-nt needs, possibility 
of storing a portio.n of the products of agriculture ^oithin the limits of 
perishability is one lohich calls for careful considcr''ti: n, I t th^ 
'Utsot, it should bo pointed out that there are really to"o forms cf 
st-orage ’"ith respect to the, tin.e period involved; short-run and Icnp-run. 
Short-run str'rago primarily -"mtliin the m.arkoting period has as its 
nurp^ so th'O smocthing '-f the flonr t-o market and provGnti''n of gluts and 
surpluses tt' be fru^d in an unguided market, pa.rticularly f'-r perishables, 
in the absence of adequate market inform.ati'.n airi. ccerdinaitod market 
n.ovom.ents. It shruld be apparent here thft the cbjcctivcs rf such a 
program aro entirely to allcviotc intra-production pori'd maladjustments 
of production to utilizati'^'n. These ope m.arket rather than production 
adjustments. St^ rage ,^vcr the longer run calls for a different sot of 
objectives. In this instance, storage is aioed primarily at providing 
strategic reserves to protect against the hazards of ^'feather or the added 
needs of a defense offert. Hence, r^eathcr yield variation and anticipated 
strategic needs fc rm. the basis fer planning for longer run storage in 
agriculturn . 
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TyDically, the shf^rt-run market p^^justn^nt £S ^ pp^^s x* tr pr'rductif n 
justnTit , is linkG'"'' reth r diractlv the pricing systcr. Primary 

indicatiens of need ar'^ tak^'n fr^m the pricing system and f'bjectives 
ar'’ related te standards r^'letiv t'" Price. Our T-Tketinr agreement and 

erders pregran, in part, repr s jnts such an eff'^rt. In the st'rabies 
else, as ’"ull as the perishables, •"’■c haV'.’ had rather eetensive experience 
’’"'ith a form of storage pregram — at least it appeared te be a st'^rage 
pr'-'gran in t:rps ef results. I r'f'^r t'' the gevernment ’ s n'n-rec^ursc 
l^'an program glared t" commitments in tTms ef a minimum real pricC' to 
farmers, and usually invelvjng preoluction adjustment as a cenditien fer 
price suppo-rt. The accumulatirns of stecks of farm commodities under 
sv'ch a prorram at times have been quite sizeable. The cve ^f U. S. 
pcrticipati'-n in ‘''Vrld ’'ar II found Uncle Sam vmth storage stccks rf 
cottc-n coua.l ti a full year's preckiction, ab'-ut one-half cf a crop of 
’"■hoat and cnc-fc'urth a. crop rf errn. Those ■'''orc all yery '■e.lcome in 
viev' of the events •"■■hich f' ll amd. Burdensome surpluses becam.c 
strategic reserves. But th significant point abut this cxpcricnc: is 
this: These stocks v'crc '■'ccuraulatcd purely as a by-nr duct of a price- 
support pr^'gran,. The matching of these surpluses ■>"ith strategic need 
’"as ' nly cofneid;;rtal and less than CTplete. fgain aft r rid ’'kr II, 

-TG f' und the accurulati'n 'f substantial storage st'-cks of seme farm 
conn.editios, n* tably C'-tt^T, in th- hands cf gevernment. By 1950, 
hor-'over, th^ outbreak of the Korean conflict eased the pn-ssure o.f such 
stocks tenporarilv. find, curs-lvcs again c 'nfrontrd ■’"ith ncu.nting 
surpluses of both storabl and some S''mi-storablc farm products. I need 
not rcc' unt fT you in drtail th" presomt Vi lumo of farm products hold 
by the Commodity Cr^oiit Corporation: Suffico to say that such stocks 
ore substantial. 

I storago program ft r agriculture conditioned cntirolv upon strategic 
no ods and o'eathcr hazards offers substantially/' m.-ro promise in terns '~f 
its us ""fulness t' the renomy as a ■'■'■hole, but its necossary divorce from 
Price supp- rt and agricultural income conting nc ie s is evidont. It is 
also apparent thor'f 're that such a. pm'gram "uld not •’■■ork to’-^rd pr esont 
inc-mo and/or price objectives in agriculture. The idea of s. flexible 
scheme of price supports, ’"ith l^''"(Tlnr price support Icv-'ls as supplies 
b"'C'nc burdonsom" inducinr r duced pr ducti n in agriculturo, has bo _n 
T st acc ptablo in sopo quartors. Secrotary Bens n, in a statement 
be fore the H'.use C'mo’itte. on /gricultur ', in M^rch of this year pointed 
t the pr'jpondoersnce "f evidence thot famov-rs, c ntrary ti. p pu.lar 
thinking, ni't try t - count ract I'-’or prices by pr ducing ot r' in i-rdcr 
t maintain their inccncs at a stable level. In citing this evidenc.: the 
Secretory also indicated the net extont "f ’aroduccr r^ sp- ns t be 
expected in the case of three of . ur staple, cr-ops. Fo^ cott n, 
fU-’. B-inson indicetes, in the absence (f ecr-age controls, if the price 
ct'angT’s 1C percent the acrcago , f cott n th>.. f ll'-’-ino yoar changog 
2 percent in 'hhi' some dir .ctii'n. The '’croago r'sp'ncc k r '-keat is f 

similar prop rti ns. F' r corn, the 'cr .age rcs'oonse t' price changes is 
...yen less, Th'S" figuros '" uld suggest that con.pa.rativ'"lv little faith 
can be placed in price flexibility in terms '.f m.ini^i.un supp- rt levels in 
achieving pr-ducti'n a.djustm.onts . Taking ’'"heat as an cxa^iplc, acc- rding 
t' the gricultural Act of 1954, the full rang' of flexibility in ’"hich 



- 9 - 

price supp'^rts crc effective is eveilablc f^r rppliceti'n in 1956. 
/.ssuning nr- cheng-" in the index -''f prices p?id, this rang is 15 per¬ 
centage pi'ints, in t'^rm.s '^f parity—fr~'m 90 percent t'~ 75 percent '"f 

parity. This l''-''^''ring '-'f supprrt price t^ 75 percent v^^uld be 
instituted f'^-r f^heat^ h'^^evor, r nly i-rhcn acc'-rding t" the Icgisleti'n 
recently passed, supplies reach 130 percent 'f n'-rmal. issu’^inn the 
Secretary's ficiTres t'' be cr'rr'~ct, a. r'-'ugh calculati'-n indicates the.t 
'n the av rage abeut 90 P’-rreent ^f the job '-f readjusting pr^ducti'-n, 
in this cxmplf-', nust b^ acc^'nplished by p.oans '■th.r than flexible 
pricing as curre-ntly set up. 

Th'-re are, -^f c urse, snnr undeniable adva'.ntages t‘ flexible supp rt 
pricing—slightly lov/'. rcd prices t^^ c'nsup.ers r^hc-n fa.m products ar , in 
surplus and a Ic^-^cred c'^st t' gevernnent of price supp rt ■-perati' ns in 
such tines as c^npa.rod to an inflexible syst Tn at 90 pcrC'Ct -f parity. 
But as a device f^r adjusting pr-x^ucti^'n, c''mppratively little r^-liancc 
can be placed upi^n it. 

Currently, arc relying up'n a c'npa.ratively rigid nininun price 
supp'^rt scheme, b^'Istcred by pr"visi’ns f r acreage all tnents and, ’"here 
appr ‘printe, marketing qu^ ta.s as e nditi'-ns !■ r price supp'-rt eligi¬ 
bility/. This year, find the added device f cross-C'mplia.nce. As I 
understand it, cr'ss-c'mpliancc nc;ans this: In rder b' eligible f'r 
price supp rts under th curre.nt pr‘gr'’ns, thr‘ pr'ducer nust n^'t hav- 
exceeded his acreage all’tnent f 'r any cr p 'n ’’hich acr'.^.y' all-tnrnts 
apply. With the cxccpti n -f vegi-tabl" acreage and ■'"heat acre.agc f r 
•''hich spocicil restrict! ns apply, th'-' pr^'dreer is free t' shift acrvn.ge 
diverted ^ ut 'f all’-tment cr'ps int any n n-all trynt cn-p as he s'^es 
fit, vdth'ut jo'^pardy “f his nricr supp rt eligibility. Is such, this 
pr. gram represents a substantial easing ef the e^rli'^r cr'ss-cemplirnce 
and t'-tal acreage a.lletn'-nt pr visi n t^ be applied f'r th: 1955 cr ps 
and implies substantial c'nfid-nee in the r.-iHingn'ss f the pr' ducer 
in agriculture t' f-llei" enlightened gr'up int-rest in his planning, as 

■'■'"■.11 as th'- c'ncern ^f the g-y rnnent -ver the impset f dr'uyhts in 
many ar. a.s 'f the c'u^try. 

Can m v" ' n* step further and apply acrea;'''e cll-tii'nts and 
marketing qu'-t-s t'- agjust pr'.ducti"n in line •’■''ith .anticipated d.em.and. 
and current st cks ""ith'Ut" c-upling this t the price sunp-rt 
m'O chan ism? S mc: 'f the cccumulati'n of st'rage st'cks is due t- price 
supp' rts ’"hich v- r-: t-- ' high te n v. all pr'-ducti n int'- c, nsum.’r 
channels. Therefore., such a P'-ve^ if pr.acticablc, V'-uld facilitate the 
adjustment fr. m present levels. Tv"' c nsidcra.ti'ns here are pertinent 
in lin.iting such rn 'perati- n, h ’yGVfr. (l) The Federal G''V':,rnmcnt 
cann' t restrict '"r regulate ‘pr'. ducti n f agricultural C'mmedities, since 
this is I'i t one -f the p'-'-'-ers delegated t' the Federal G v. rrimcnt, and 
r- ul^ b' in vi'"la.ti'n -'f the 10th Amendment under ’'’hich all 'I'yzts n't 
so delegated remain tc the stat.as ''r t- the p'-plc. Pr vicing f-^r 
pr "ducti'-n restricti-ns C''uld ■ nly b.^ acc'-mplishcd via a r'ef-rendum t'* 
pr-ducers C'-ncerned and ma j'rity rule in the same fashi-n -rhereby market 
■ rders are I'^remulgatcd n'-'^m (2) /.ftcr t-'^enty'' years -f intermittent 
experience " ith price supp-rt and incentive pe.yn.ents as a c^nditi'n f-r 
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pr''ductif n rnprketin^^ v lun::’ rrstricti n, it is fr.irly r.vid'^nt th?t 
the producer, price su^)p^rt end pr'-ducti'''n c^'nir-'^l gr bond in h^nd, 
/df'quet pric " supp'^rt essurenccs nust rccfnprny any successful 
preducti'n restrict!''n nregren, and the penalty previsions f^r cxc^.^ss 
narketing are likcmsc needed^ It is n^ t likely that producers uld 
vr to fa.vrrcblv .^n pr'~ducti'n rcstricti'-ns in the absence cf nricc supP''rts, 
n^r C'uld cenpliance be assured odtho ut marketing quo tas and penalties. 

H-.yr frp this type ^'-f approach—of sp; lling :ut ^hat acreages 
the farmer mage nr'-ducc if hr is t^ be eligible f^ r the b-enefits f price 
support—g' in acc''mplishing thj ends •'f adjusted producti'-n? Carried 
t' its limits, it is evident that adjusted pr^ ducti'n in agriculture 
c uld be achieved subject ■ nly to' limitati' ns of (q) intelligence ( f the 
planners, (2) vreather variati-ns, (5) yield subversion 'f pr'ducti'^n 'g als, 
and (4) pric : supp-rt incoentives (or marketing penalties in cesc 'f 
qu'-tas) sufficient t' ''ssurc fairly C' m:''lGtc c-mplianc-,. The n-^t 
product, h'?rGV( r, seems lik^ely t be a regimented agricultur' , an idea 
’■^hich is unacceptable- t pr-ducer and C'nsum. r "like, and c unt:,r to the 
Amcric"n traditio n. 

Because of the large, demands mhich a defense effort can make unon 

there is substantial m,-rit in c nsidi rati n ' ■f the use f diverted acT'^s 
int' cr'-ps and nracticos desirned !'"■ pr"vide th' necessary fertility b = sc 
f' r such expansi n f producti/n. During f'rid Par IT, farm, "utput in 
this country r-sc 20 percent, and di so using, by the end of Vrrid Far II, 
alm'-st 7 percent less lab' r inputs t'- d" S( . This expansi'n ■"'■as accom¬ 

plished in resp' nsc t" patriotic aomcal as ■'"oll as 'price incentives, and 
represented to a large extent a. dra.rlng up-n fertilit?/ reserves ■"! 'the 
lanoF Such cncf uragemont represents n - fu'noF-mental inn^ vati n in program 
as such since eur soil conscrvpti’"n program has operated under similar 
obj ctivGS over elm'st t-.o-. dcced(?s. It uld, h'-'/o'-ver, invlvo shifting 
emphasis from fortilizati n practices yielding pr^mot anh high level 
returns !■ nracticcs in -"hich sh-rt-ru.n rcalizati'n f r turns is ^^eforred 
in fav r f cO Irn^'or run buildun --f s'il fertility. 

In vierr 'f the character of demand f-r farm products and the limited 
po't'ontial for dcm.rno' expansi'n per capita •'ohich apparently exists at 
■'■^rGsent, another possiblo r-ute fer solving the problon, lies in an 
attempt jo shift res'-urces ut ~'f agriculture. Fhile I have seen no 
recent figures, T. W. Shultz, in a 1950 statement based 'on 1939 empirical 
evidence, p'^ints cm;oha.ticollv to the under-employment of the lab'-r 
rcscurcc and the ■'■"idGSproad rationing 'Of capital in agriculture as basic 
inefficiencies in agriculture t dry. This is not a ner idea. The 
mrograms of the early 1930's contained aspects designed tr mwe excess 
labor resources < ut of sub-o-xorginal lands and provide greater capital 
availability in farming. In particular, ■'■os feund th : Rural Resettlement 
Administrati'n engaged in the retirenen't of sub-marginal lands. Later, 
during Ferld ’'"ar II, due: martly tO' the eff'rts tf the Agricultural Lab-r 
Of fie op, some 5 milli'n persons rv ved out cf agriculture into industry ~r 
the arm.ed forces. To a substantial extent these mc'Ves mmre c-nditi'-ned 
by high non-farm -mages and terk comparativoly little account of skills 
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r.daptrbility tc l^nj-run n~n-fr;rn cnplo;^nriont „ Still further vShifts in 
lab^r ■ ut "f n.^ricultur" arc noehed. In the last 5 3rr.ars, ’'"s havo 
increased bv 20 percent thv nunb'.r ef emsumers -"hich ano far’^ •'.’'orker is 
prrvidinj ’"ith feed, fiber, and tcbacc' . In the sane peri^ad, the U. S. 
■^pulati'n has increased ab ut 7 percent. The j'b rf producing the ford 
and fibfr f-'r the p^pulati' n increases is bein^ acc mplishcd by 14 
percent fe-”rer farm "- 'rkers than 5 years ag''. L shifting <■ f lab^ r ■ ut ''f 
agriculture ''n any pernanent basis her^rver, must necessarily inv-lvo 
pri'-r training frr such n'n-farn empl^pancnt. 

C^nclusi' n 

Out ' f these alternatives f'''r adjustnent of productif'n, ranging all 
the r'o.j fr n c^-nplote ladsscz fairc attitude tr-'acrd agriculture, ^--hich 
alla-'S the "free i^arkct" tc sedve the pr'^blc-n, to a fairly ccn'^lctc 
reginentctifn ^f the agricultural segment of the ec'n'my, in ^'"hich 
freod'-'n ef cli'aco has bren sacrificed in exchange f-r an effective 
neshing ^f pr'ducti^’n •'dth indicated c( nsunnti''n—‘ f th'-s", vhich shall 
agricultur" che'-'so'^ I r' uld nrt prosumG t. decide this f'r farm, pc'^plo, 
but I "”i.ll v;enturc this '^bservati'n in cl' sing, It seems vf'ry evident 
that grvernment participatie'n and assistance in agriculture, in all f 
its f''rrps, has n'v- bec^'n an accepted part f ur .'norican va.y ^f life, 
b'th b^'' farm peeple and by n'-n-farm gr^uos. Further, in keening ’dth 
objectives ^f a. steadily rising standard mf living, an abundanC''^ 'f 
consumer g~'ds an^' services at nriccs consistent "dth c nsunrr incmes 
is a. noc'ossity. In such circumstances, the achievement d adjusted 
pr clucti'-n in agricultur.^ ■'dll be less than com.nletc and ’"dll be 
accemplished -dthin a frane-wrrk ■"hich leaves r'^m'frr sene freed‘m '-f 
choice f''r the individual farmer, and mhich .els'"" takes account 'f the 
long-run need ^ f an increasing p^pulatien b^r allmeing a margin !■'r err' r 

n th', safe side ef abundance. 

The significance .'f this c nclusirn te adninistrat rs, research 
^•erkers and teachers in agriculture is tromend. us. The cv'luti'n 'f 
natienal agriculturad prlicy, -"dth the C'nplex ef agricultural programs 
that seems inevitable te moot the varying chang s in the nc''.'ds 'f 
agriculture, presents a challenge t'" the ing.'nuity and rmaadnati''n f 
a.dmdnistrat' rs and the mana-g:ro.cnt skills ■ f formers. It a].sm places a 
heavy responsibility -^n researchers and teachers tO' accumulate and to 
nr vide a body • f kn ^dedge ■'■'hich •'dll give a better understanding ''d 
issues and policies and particularl3^ "hich nay better qualify pr op^.cers 
tr ma-ke ■!'dsc ch^^iecs and decisi'ns 'dthin the fromr---'rk of nati'.'n^.l 
agricultural pdice'' as it ev''’lvcs. 
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SXPAITDIiTG THE DOMESTIC IHffilST FOR ROOD PRODUCTS 

By Aa C., Hoffman 

Vice President, Kraft Poods Company 

A papei^ presented "before the Craduate School} 
U^ S. Department of Agriculture, Hov. 3» 195^ 

My first foray into agricultural economics - made more years ago than I 
like to recall ~ took the form of a term paper on the subject of ".U:Kpanding 
the Domestic Market for Pood Product3"« After several days of scholastic 
travail, which included a. cursory reading of what the leading agricultural econo¬ 
mists of the time had to say on the subject, I reached the following conclusions? 
(l) That there was a great nutritional need in America for much more food than 
was then being produced; (2) that everyone involved - agriculture, the food 
industries, and the government - were very remiss for not doing something about 
this matter by methods which were not exactly clear to me but which I referred 
to vaguely as "improved marketing"; and, (3) since such a sad state of affairs 
existed, further study and research on the matter was needed] 

Those were the standard conclusions to be reached on this subject back in 
the 1920’s, and judging by what most agricultural economists are currently 
writing and saying on the subject, they are still very much in vogue» As a 
matter of fact, I have the uneasy feeling that I might come off better on this 
occasion, if I were to read that old terra paper than I will by saying what I 
am about to say. 

The assumption with which discussions of this subject usually begin - 
namely, that there is a great nutritional need for more food to be produced in 
America - is at least debatable, and probably wrong, A great many medical and 
nutritional authorities have come to regard the number I nutritional problem in 
America as obesity rather than malnutrition in the ordinary sense of that word. 
The newspapers have recently carried estimates by authorities in this field 

that as maJiy as 4o million people in America are in some degree obese. This 
is not to deny that many people in this countrs'' should be eating more and better. 
It is also true that further shifting in the American diet toward relatively 
more animal products, fruits and vegetables and certain other foods, would tend 
to improve our average nutritional levels. But to assume or imply, as is fre¬ 
quently done in discussions of farm policy, that a grea-tly e:q)anded a.gricultural 
production is required from a nutritional standpoint, does not seem to me in 
accord with what facts are known, I thinly all of us would agree that our in¬ 
formation in this field is all too fragmentarj^ for any very positive statements 
to be made one way or the other, 

I do not want to exaggerate the immediate significance to agriculture of 
the obesity problem, in the sense that a, recognition of it by its victims is 
likely to result in sharply curtailed food consxmption. It does, however, seem 
to be having some effect in reducing per-capita consumption of certain foods, 
especiailj^ some of those high in carbohydrates, 

I have already mentioned that segTaent of the population which is not getting 
sufficient food, or food of the proper tjDpe, Usuallj'’, though not invariably, 
the reason is simply that persons in this group do not have sufficient income 
to buy their proper food requirements. The remedy is ec[ually obvious; it is to 
provide either the necessary food, or the money to buy the food, from public funds. 
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The esuperience of the 1930's seems to liave pretty \/ell established the 
principle in America that it is a public responsibility to insure that no one 
goes hungry. Most of you are even more familiar than I am with the government 
programs by which this responsibility was carried out - direct public relief, 
the Food Stamp Plan, the School Liinch Program, and numerous other governmental 
aid programs which contributed directly or indirectly toward this objective. 

S§n}0 of these programs, notably the Pood Stamp Plan and the School Lunch 

Program, supplement for many of the recipients the expenditures for food which 
they are able to rnalre from their ovm funds. This would be true, for instance, 
of low-income but employed persons. In such instances, the funds provided by 
the public for these programs do not always result in a li!:e increase in the 
food consumption of the recipients — the so—ca.lled problem of "substitution" for 

food expenditures they would have made in any case. I do not mean this as a con¬ 
demnation of these programs from a humanitarian standpoint. I am not, however, 

as optimistic as some of you might be that a broad-scale Pood Stamp Plan or 
School Lunch Program v/ould greatly expa.nd food consumption ■under conditions of 
reasonably full employment. 

Among the various government programs for subsidized food consuj-iption, my 
personal favorite has always been the School Lumch Program, and for two reasons. 
It seems to me it should be the birthri^t of every American child to receive an 
adeouate diet in his growing years. A greatly expanded School Lunch Program is 
the best way to instire this. In addition to at least one good square meal a 
das'", the youngsters are helped to form good eating ha.bits and to learn the rudi¬ 
ments of good nutritio'n, which is something that more American families than 
perhaps we lilce to admit are not in position to give their children. 

There is another age group in which, for one reason or another, malnutrition 
is more common than it should be, and this is among the aged. In homes where 
older people live alone aiid there are no young and healthy appetites to be at¬ 
tended to at mealtime, it is perhaps only human nature for the older folk to 
neglect the preparation of nutritious meals even though they have the means to 
afford it. But many of our older people are living in an atmosphere of insecur¬ 
ity - they no longer have any current income other than what comes from their 
small savings, which they hesitate to cut into because they don't ]rnov/ whether 
these savings will have to suffice them for another year or another 20 j'^ears* 
Our social security programs - both public and private - represent the proper 
and long overdue attack on this problem, \'Ihen the major segment of the aged 
come to enjoy greater social security coverage, we shall have gone a long way 
tov;ard better nutritional standards for this group. 

Under conditions of reasonably full emplo^nnent such as we have in America 

todaj'’, most of the people lia,ve sufficient income to purchase all the food and 
other basic necessities they require, provided they choose to spend their income 
for these purposes. In other words, if food expenditures are to be increased, 
it must be done in competition for the consumer's dollar against things like 
automobiles, hair tonic, and brightly colored sport shirts. Practicclly every¬ 
one likes a. prime roast of beef, a good dressing on his salad, and a dessert 
topped with whipped cream. The problem for agriculture is to get mama to spend 
her raone^^ for meals like this, instead of serving spaghetti and meat balls and 
buj^ing Junior a HoiDalong Cassidy suit with the money she saves on the grocery 
bill, C-enerallj^ speaieing, I should say that agriculture and the food industries 
are doing a pretty good job in this battle for the American consumers' dollar, 
I think the statistics show that currently we are spending about 25fj of our dis¬ 
posable income for food—up several percent from the proportion being spent 
prior to World Uar II, 
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How let's stai’t getting dovm to cases on the prospects for increased food 
consrimption and the methods hy v;hich it can be achieved. Many people - in fact, 
most people - would say that one of the first requirements for increased food 
consumption is lower food prices, to he achieved either hy narrowing the spread 
between producer a-nd consuiaer or more flexible (by which they mean lower) farm 
prices. If you ask such people, why, and are they sure, they vdll give j^ou a 
disdainful look and ask j'-ou if you ever heard of the la.w of supply and demand. 
Sometimes I think it v/ould be a good thing if that law had. not gained such wide 
credence, because it is more involved and subject to more qualifications even 
than some of the more eminent practitioners of economics seem to realize, and 
not infrequently the assertion of it precludes the use of ord.inary common sense. 

It is quite true that if, say retail pork prices, were reduced by 

while prices of other foods remained the same, relatively less pork and more of 
other foods v/ould be eaten. But this is quite a different thing from saying 
that a general lowering of the level of food ]prices would bring about greatly, 
or even significantly, increased food consumption. Bor low-income families 
which have real difficulty in scraping enough money together to buy food, lower 
food prices would indeed increase food consumption to some extent, though prob¬ 
ably not as much as commonly assumed. But for the great bulk of American 
families, a general lowering of food prices would probably result mainly in 
their spending more for non-food items rather than for increased food consumption. 

The same people who tell us that lower food prices will bring greatly in¬ 
creased food consumption will almost invariably'’ enli^ten us further by saying 
that lower farm prices will tend to curtail food production, so that supply and 
demand will again come in balance, just as Adam Smith pointed out several 
hundred years ago, and any one should know that much, 1-Tow if the price of hogs 
falls relative to the price of beef or milk, of course, farmers will shift their 
operations accordingly and will produce fewer hogs. But if all farm prices 
were simxiltaneously lowered by say 25(^, the first reaction of farmers would, 
probably be to produce more in an effort to keep up their gross income, Over 
a period of time tota.l farm production might decline under the stress of lower 
price levels, assuming there were full employment and opportunities for greater 
profit to labor and capital in the non-agricultural segments of the economy. 
But the qualifications and the arguments even.on these ground.s become quite 
intricate - more so, I suspect, than most of those who cite the law of supply 
and demand, ever come to understand, 

i'Tow we come to the next shibboleth, without vihich no prono’uncement on agri¬ 
cultural policy is e’ver deemed to be quits com.plete, namely; the need to 
reduce the spread between farmer and consumer as a means of increasing food 
consumption* 

There are three ways by which the spread betvireen farmer and consumer might 

be reduced. The first is by a reduction of returns to capital, ma,nagement and 
labor utilized in food processing and distribution. As regards profit (the 
return to capital and non-salaried management in the food industries) this is 
estimated to ajriount to roughly 3 or of the retail price of food. Whether 
this is too much or too little - and it can be argued plausibly that profit 
margins in the food industries should be larger to provide for greater capital 
formation relative to other industries - the point I am malcing here is that 
even the complete elimination of food industry profits would not grea.tly 
reduce the level of food -Driceso 
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HaHor is the largest single element in the cost of processing and distribut¬ 
ing farm products, and the increase in wage rates is, of course, the main reason 
why the spread "between farm.er and consumer has v/idened in recent years. But 
wages to labor represent a market for farm products, as v;ell as a cost. So a-re 
we altogether sure that trying to increase the consumption of farra products bj’- 
narrowing the spread between farmer and consumer by means of a reduction of wage 
rates is the glib panacea we are sometimes led to believe? 

Everyone is in favor of efficiencj’’, and there is much talk about the need 
to increase the efficiency of marketing farm products, and of hov; much the con¬ 
sumption of food might be increased if the marketing system were more efficient. 
Here again, many v;ho talk in these generalities never bother to define their 
terns or to get down to cases. Actvia.llj^ we have had a veritable revolution in 
the techniques of manufacturing and distributing food products in America in the 
past 50 years. It may be described as the ai^plication of the technologies of 

mass production end mass distribution to food products. Hor those concerned v;ith 
the concepts of efficiency and how to improve it as applied to food, I would 
suggest a study and an -understanding of what has already liappened, and wh3^. I 
do not believe the food processing industries have lagged behind other indus¬ 

tries in mechanizing their production processes, in the elimination of hand-labor 
wherever possible, in the application of the newest findings of the scientists 
and the engineers - which, after all, is the essence of production efficiency. 
Similarly, distribution efficiency consists in reducing insofar as possible the 
amount of labor and capital required to get the product from the processor to 
the consumer in the v/ay she wants itc It may be possible to retail food products 
more efficiently than is done in a raodern supermarket, and I have no doubt that 
lire shall continue to make progress toward this objective. Hut before we make a 
speech or pass a resolution or write a textbook v/ith exhortations about the need 
for greater efficiencj'- in the handling of food products, it might not be a bad 
idea to take a v/alk through a modern food processing plant, or Xb.vty awhile in 
a. supermarket while we asked ourselves, "If this is not efficiency, then 
precisely’ v/he„t do v;e mean by the word"? 

Then there is the fellow who is always talking about the need for "better 
merchandising" of food products, without being very specific aborit what he 
means, but with vague references to things like "more education regarding the 
nutritional elements of foods", "improved qualit3'-", maybe some "judicious ad¬ 
vertising" of the merits of this product or that one. So it is that the wheat 
farmers, or the beef producers or the potato growers may be led to think that 
"better merchandising" of their products may be the answer to their particular 
surplus problems. 

How I should be the last to minimize the importance of good merchandising, 
because I viork for a company which rightly prides itself on its ability to sell 
and merchandise food products in an expert manner. But vuthin the broad context 
of agricultural policy, I would saj’’ the following regarding the merchandising 
of food products as a means of e:rpanding their consumption. Hirst, most food 
products are already being merchandised in a smart and efficient fashion — 

some better than others, but most pretty \';ell. This is not to saj'' that a better 
job of merchandising food can’t or shouldn’t be done; but it is not easy, and 
let us not build false hopes on this vrhen we are considering our agricultural 
surplus problem. True, the people might be induced to eat more rutabagas or 
maybe even more meat by a greatly expanded advertising and merchandising program 
for these products. But most of the gain for these particular products would 
probably be at the expense of other food products of vrhich less would be eaten. 



This type of thing is hardly the panacea for a"n’iculture that some of the current 

statements being made regarding it would indicateo 

Quite frequently v;e sijeak of expanding’the consumption of this product 
or that product, or even of all food generalls’', without knowing precisely what 
it takes to get increased sales in the market placet. let me illustrate this in 
the case of cheese, which is what I Icnow hesto 

Forty years ago the per ca.pita cons^imption of cheese in America was less 
than 3 pounds per capita? Most of the cheese then sold was natural cheddar, of 
which the grocer (if he handled it at a.ll) had a chunk in some out-of-the-way 
place in his store, and frem which he would hack off a piece on request - - it 
was always a moot question between the grocer and the housewife v/hich shoul'd take 
the dried-out surface of the cheese? Then the housev;iie v/ould take her piece of 
cheese home in a piece of wax paper^ where it v/ould oil off and dry out, or both, 
and the wonder was that she bought as much as she did. Several things changed 
all this, the first andmost important of v/hich wa,s the development of lorocess 
cheese in its various forms and types which could be packaged for the housev/ife, 
v/ithout surface loss either to the grocer or the housev/ife. Along v;ith this 
came the great multiplicitj'’ of forms and tj'p)es of cheese, calculated to a v/ide 
appetite iuid taste appeal, and for multiple use in meal preparation. Cheese has 
had extensive advertising for many years — not by one or a. fev/ companies, but 
by many. But this was not all, because good merchandising is more than a double- 

ipi’iad la iifs I'la^azine. Posters and extensive displays of cheese in 

grocery stores, cons-umer leaflets with recipes on how to prepare and serve cheese 
dishes, better packaging which not only preserved the cheese better but caught 
the consumers’ eye — all these things and more went into the building per capita 
cheese consmiption from less than 3 pounds per capita to nearly S pounds in the 
past 40 years. 

One of the major recent developments in the cheese industry has been the 

rapidly increasing consumption of Sv/iss Cheese, Swiss Cheese has been knovrn and 
sold in the American market for many years, and it is a type of cheese which ha.s 
a wide taste appeal. But it was never v/idely consumed, partly because until re¬ 
cently it was made by the factories in huge wheels, with a rind as thick as an 
elephant’s hide, and it is no wonder them many grocers didn’t handle it because 
of the inconvenience and the cutting losses involved in retailing it. Several 
things changed all thisn First v/as the development of a method for making 
Sv/iss cheese in the form of rectangular blocks, and v/ithout rind — not as easy 
as it sovmds, because it took the Kraft laboratories many years and considerable 
money to work it out. Along i/ith this - thanlcs to the research of companies like 
DuPont, G-ood Year, Union Carbide and others - came the development of the plastic 
films such as cellophane, pliofilm, saran, etc. which make it possible to put 
sliced Svi/iss Cheese in a consumer package, to he sold in a Texas supermarket 
where I5 years ago many consumers had never ever had an opportunity to buy it. 
This is v/hy the consumption of Swiss Cheese has gone from about 57 million pounds 
in 1939 to around ll4 million pounds in 195^> and'the top for this product is 
probably not yet in sight. 

This type of thing has been going on in nearly all branches of the food 
industry, Perhaus the best v/ay to visualize it is to compare the array and 
variety of the foods in a modern supermarket v/ith what would have been offered 
grandmother 50 years ago in her grocery store. There are many new food forms 
which were not in the grocery stores of 50 years ago in significant quantities - 
the dry brealcfast cereals, packaged cheeses, vegetable shortenings, oleomargarine. 



canned orane:e juice and - thanics to modern refrigeration - a wide varietj^ of 
fruits and vegetables in fresh and frozen form* 

One of the most striking developments in the food field has been the trend 
toward semi-prepared, or so-called “convenience food forms". Prepared baby 
foods, cake mixes, frozen meat pies, pre-cooked this and pre-cooked that - even 
complete meals, quick-frozen and requiring only that they be popped into the 
oven for a few minutes before serving. The reason for all this is very simple: 
It is that most housewives really do not li’ce to cook, even though most of tliem 
will insist, vfnen asked, that they do. 

If I may digress for a moment, I have never understood why v;omen should be 
expected to like to cook, Pxcept for the very few who make a sort of artistic 
ritual out of cooking, it is ifork, the same as pounding a typevrriter, or adding 
a column of figures or combining wheat. So I am all for the housev;ives in their 
desire for more"oonveaience".foods.If the food industries are smart, and it may 
be presumed tha,t they have at least a modicum of common sense in these matters, 
they will continue the trend along these lines. Of course, this will add to the 
spread between farmer and consumer, and for those who focus their attention and 
lay great store on a reduction of this spread, the food world will seen to be 
moving in the wrong direction. 

In summary, I do not see the prospect for greatly increased per capita 
food consumption in the years immediately ahead. Assuming full emplo3niient, the 
trend toward a more varied diet, including relatively more animal products, 
should continue. Also, I should expect fugure grocery stores to have m.ore and 
more "convenience" foods because this is part of the pa.tbern of modern living. 
Animal products are expensive food forms and "convenience" foods are more cost¬ 
ly than their component ingredients, so that nuite probablj* consumers may spend 
somewhat more money for foods on a per capita basis than they are now doing. 
-ut I see no realistic basis for thinking that the domestic market v/ill absorb 
all of our socalled agricultural surpluses until population growth catches up 
with the capacity of agriculture to produce. 

If I cannot find it v/ithin me to be as optimistic a.bout this matter as a 
great many people seem to be, it is mainly because I think tlmt agriculture and 
the food industries are alread3'- doing a pretty good job of moving food into 
consumption in this country. It is not easy to make spectacular progress beyond 
a high level of performance. 
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My first foray into agricultural economics - made more years ago than I 
like to recall — took the form of a term paper on the subject of "Expanding 
the Domestic Market for Pood Products^c After several days of scholastic 
travail, which included a cursory reading of what the leadnng agricultural econo¬ 
mists of the time had to say on the subject, I reached the following conclusions? 
(l) That there was a great nutritional need in America for much more food than 
was then being produced; (2) that everyone involved - agriculture, the food 
industries, and the government - vrere very remiss for not doing something about 
this matter by methods which were not exactly'’ clear to me but which I referred 
to vaguely as "improved marketing"' and, (3) since such a sad state of affairs 
existed, further study and research on the matter was neededi 

Those were the standard conclusions to be reached on this subject back in 
the 1920’s, and judging by what most agricultural economists are currently 
writing and saying on the subject, they are still.very much in vogue,. As a 
matter of fact, I have the uneasy feeling that I might come off better on this 
occasion, if I were to read that old term jpaper than I v/ill by saying v/hat I 
am about to say. 

The assumption with which discussions of this subject usually begin - 
namely, that there is a great nutritional need for more food to be produced in 
America - is at least debatable, and probably wrong, A great many medical and 
nutritional authorities have come to regard the number I nutritional problem in 
America as obesity rather than malnutrition in the ordinary sense of that xvordo 
The newspapers have recentlj^ carried estimates by authorities in this field 

that as many as ^0 million people in America are in some degree obese. This 
is not to deny that many people in this countr3'' should be eating more and better. 
It is also true that further shifting in the American diet toward relatively 
more animal products, fruits and vegetables and certain other foods, woudd tend 
to improve our average nutritional levels. But to assume or imply, as is fre¬ 
quently done in discussions of farm policy, that a greatly eicpanded agricultural 
production is required from a nutritional standpoint, does not seem to me in 
accord with what facts are known. I think all of us would agree that our in¬ 
formation in this field is all too fragmentary for any very positive statements 
to be made one wa.y or the other. 

I do not iirant to exaggerate the immediate significance to agriculture of 
the obesity problem, in the sense that a, recognition of it by its victim.s is 
likely to result in sharply curtailed food consumption. ‘It does, however, seem 
to be having some effect in reducing per-capita consumption of certain foods, 
especially some of those high in carbohydrates. 

I have already mentioned that segment of the population which is not getting 
sufficient food, or food of the proper ts^pe. Usuallj'", though not invariably, 
the reason is simply that persons in this group do not have sufficient income 
to buy their proper food requirements. The remedy is equally obvious; it is to 
provide either the necessary food, or the money to buy the food, from public f-unds. 
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The experience of the 1930's seems to have pretty well established the 
principle in America that it is a public responsibility to insure that no one 
goes hungrj'’. Most of you are even more familiar than I am with the government 
programs by which this responsibility was carried out - direct public relief, 
the Food Stamp Plan, the School Lunch Program, and numerous other governmental 
aid programs which contributed directly or indirectly toward this objective. 

S§nie of these programs, notably the Pood Stamp Plan and the School Lunch 

Program, supplement for many of the recipients the expenditures for food v/hich 
they are able to malre from their own funds. This would be true, for instance, 
of lov7-income but employed persons. In such instances, the funds provided by 
the public for these programs do not always result in a lil:e increase in the 
food consumption of the recipients - the so-called problem of "substitution" for 

food expenditures they would have made in any case. I do not mean this as a con¬ 
demnation of these programs from a humanitarian standpoint. I am not, however, 
as optimistic as some of you might be that a broad-scale Pood Stamp Plan or 
School Lunch Program would greatly expanid food consuription under conditions of 
reasonably full employments 

Among the various government programs for subsidized food consumption, my 
personal favorite has always been the School Lumch Program, and for tv/o reasons. 
It seems to me it should be the birtiiri^.t of every American child to receive an 
adeauate diet in his growing years. A greatly expanded School Lruach Program is 
the best v;ay to insure this. In addition to at least one good square meal a 
day, the ^/ouigsters are helped to form good eating hjibits and to leam the rudi¬ 
ments of good nutrition, which is something that more American families than 
perhaps we lilce to adrait are not in position to give their children. 

There is another age group in which, for one reason or another, malnutrition 
is more common tlian it should be, and this is among the aged. In homes where 
older people live alone and there are no young and healthy api^etites to be at¬ 
tended to at mealtime, it is perhaps only hximan nature for the older folk to 
neglect the preparation of nutritious meals even though the.y have the means to 
afford it. But many of our older people are living in an atmosphere of insecur¬ 
ity - they no longer have any current income other than what comes from their 
small savings, which they hesitate to cut into because they don't know whether 
these savings will have to suffice them for another year or another 20 years. 
Our social security programs - both public and private - represent the proper 
and long overdue attack on this problem, %en the major segment of the aged 
come to enjoy greater social security coverage, we shall liave gone a long way 
tov/ard better nutritional standards for this group. 

Under conditions of reasonably full employment such as we have in America 

today, most of the people Imve sufficient income to purchase all the food and 
other basic necessities they require, provided they choose to spend their income 
for these purposes. In other v/ords, if food erroenditures are to be increased, 
it must be done in competition for the consumer's dollar against things like 
automobiles, hair tonic, and brightly colored sport shirts. Practicclly every¬ 
one likes a prime roast of beef, a good dressing on his salad, aiid a dessert 
topped with whipped cream. The problem for agricvilture is to get mame- to spend 
her monej/’ for meals like this, instead of serving spaghetti and meat balls and 
buying Junior a Hopalong Cassidy suit with the money she saves on the grocery 
bill. Generally speaJcing, I should say that agriculture and the food industries 
are doing a pretty good job in this battle for the American consumers' dollar, 
I think the statistics show that currently we are spending about 25f^ of our dis¬ 
posable income for food—up several percent from the proportion being spent 
prior to World War II. 
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low let's start getting do\m to cases on the prospects for increased food 
consrimption and the methods hy v;hich it can be achieved,, Many people - in factj 
most .people - would say that one of the first requirements for increased food 
consumption is lower food prices, to he achieved either hy narrowing the spread 
between producer and coiisuiner or more flexible (by which they mean lower) farm 
prices. If you ask such people, why, and are they sure, they will give j^ou a 
disdainful look cand ask 3'’ou if you ever heard of the la,w of supply and demand. 
Sometimes I think it v/ould be a good thing if that law had not gained such wide 
credence, because it is more involved and subject to more qualifications even 
than some of the more eminent practitioners of economics seem to realize, and 
not infrequentlj'' the assertion of it precludes the use of ordinary common sense. 

It is quite true that if, say retail pork prices, were reduced by 
while prices of other foods remained the same, relatively less por!" and more of 
other foods v;ould be eaten. But this is quite a different thing from saying 
that a general lowering of the level of food lorices would bring about greatly, 
or even significantly, increased food consumption. Bor lov;-income families 
which have real difficulty in scraping enough money together to buj’’ food, lower 
food prices would indeed increase food consumption to some extent, though prob¬ 
ably not as much as commonly assumed. But for the great bulk of American 
families, a general lowering of food prices would probably result mainly in 
their spending more for non-food items rather than for increased food consumption^ 

The same people who tell us that lower food prices will bring greatly in¬ 
creased food consumption will almost invariably enli^ten us further by saying 
that lov^er farm prices will tend to curtahl food production, so that supplj?" and 
demand will again come in balance, just as Adam Smith pointed out several 
hundred years ago, and any one should knoxir that much» ITow if the price of hogs 
falls relative to the price of beef or milk, of course, farmers will shift their 
operations accordingly and v/ill produce fex'/er hogs. But if all farm prices 
were simultaneously lowered by say the first reaction of farmers would 
probably be to produce more in an effort to keep up their gross income. Over 
a period of time total farm production mi^t decline under the stress of lower 
price levels, assuming there were full employment a^nd opportunities for greater 
profit to labor and capital in the non-agricult'aral segments cf the economy. 
But the qualifications and the arguments even on these grounds become auite 
intricate - more so, I suspect, than most of those x»/ho cite the laxif of supply 
and demand ever come to understand. 

How X";e corae to the next shibboleth, xirithout v;hich no xDronotincement on agri¬ 
cultural policy is ever deemed to be quite complete, namelj'’S the need to 
reduce the spread betvreen farmer and cons-umer as a means of increasing food 
consumption* 

There are three x^fays by which the sT)read betxireen farmer and consumer might 

be reduced. The first is by a reduction of returns to capital, ma^nagement and 
labor utilized in food processing and distribution. As regards profit (the 
return to capital and non-salaried management in the food industries) this is 
estimated to amoxnit to roughly 3 or 4^ of the retail price of food. V/hether 
this is too much or too little and it can be argued plausibly that profit 
margins in the food industries should be larger to provide for greater capital 
formation relative to other industries - the point I am malt:ing here is that 
even the complete elimination of food industry profits would not greatly 

reduce the level of food prices. 
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I'al)or is the largest single element in the cost of processing and distribut¬ 
ing farm products, and the increase in wage rates is, of course, the main reason 
why the spread between farmer and consumer has vridened in recent years. But 
wages to labor represent a market for farm products, as well as a cost. So ane 
we altogether sure that trying to increase the consumption of farra products by 
narroiiring the spread between farmer and consumer by means of a reduction of wage 
rates is the glib panacea we are sometimes led to believe? 

Everyone is in favor of efficiency, and there is much talk about the need 
to increase the efficiency of marketing farm products, and of hovr much the con¬ 
sumption of food might be increased if the marketing system were more efficient. 
Here again, many v/ho talk in these generalities never bother to define their 
terns or to get down to cases. Actuallj^’ we have had ca veritable revolution in 
the techniques of manufacturing and distributing food products in America in the 
imst 50 years. It may be described as the application of the technologies of 

mass production and mass distribution to food products. Bor those concerned with 
the concepts of efficiency and how to improve it as applied to food, I would 
suggest a study and an understanding of what has already happened, and wh;'-, I 
do not believe the food processing industries have lagged behind other indus¬ 

tries in mechanizing their production processes, in the elimination of haud-labor 
wherever possible, in the application of the newest findings of the scientists 
and the engineers - v/hich, after all, is the essence of production efficiency. 
Similarly, distribution efficiency consists in reducing insofar as possible the 
amount of labor and capital required to get the product from the processor to 
the consumer in the way she v;ants ito It may be possible to retail food products 
more efficiently than is done in a modern supermarket, and I have no doubt that 
we shall continue to make progress toward this objective. But before we make a 
speech or pass a resolution or write a textbook with exhortations about the need 
for greater efficiency in the handling of food products, it might not be a bad 
idea to take a walk through a nod.ern food processing plant, or to.rvy awhile in 
a supermarket while vre asked ourselves, "If this is not efficiencj'", then 
precisely what do v/e mean by the word”? 

Then there is the fellow who is alv/ays talking about the need for "better 
merchandising” of food prod\i.cts, without being very specific about what he 
means, but with vague references to things like "more education regarding the 
nutritional elements of foods", "improved qtmlit^'-", jnaybe some "judicious ad¬ 
vertising" of the merits of this product or that one. So it is that the wheat 
farmers, or the beef producers or the potato grovrers may be led to think that 
"better merchandising" of their products may be the ansv/er to their particular 
surplus problems. 

How I should be the last to minimize the importance of good merchandising, 
because I v/ork for a company which rightly prides itself on its ability to sell 
and merchandise food products in an expert manner. But within the broad context 
of agricultural policy, I would say the following regarding the merchandising 
of food products as a means of expanding their consumption. Hirst, most food 
products are already being merchandised in a smart and efficient fashion — 

some better than others, but most pretty vrd. 1. This is not to saj^ that a better 
job of merchandising food can’t or shouldn't be done; but it is not easy, and 
let us not build false hopes on this when we are considering our agricultural 
surplus problem. True, the people might be induced to eat more rutabagas or 
maybe even more meak by a greatly expanded advertising and merchandising program 
for these products. But most of the gain for these particular products would 
probably be at the expense of other food products of which less would be eaten. 



This type of thing is hardly the panacea for agriculture that some of the current 

statements oeing made regarding it would indicateo 

Quite frequently we speak of expanding the consumption of this product 
or that products or even of all food generallj'’, v/ithout knowing precisely v/hat 
it takes to get increased sales in the market placet let me illustrate l^his in 
the case of cheese, which is v;hat I know hesto 

Forty years ago the per capita consumption of cheese in America was less 
than 3 pounds per capitac- Most of the cheese then sold was natural Cheddar, of 
which the grocer (if he handled it at all) had a chunk in some out-of-the-v/ay 
place in his store, and frem which he would hack off a piece on request - - it 
was always a moot question "between the grocer and the housewife which s'hould take 
the dried-out surface of the cheese. Then the housewife would cake her piece of 
cheese home in a piece of wax paper, ’.irhere it v/ould oil off and dry out, or "both, 
and the wonder was that she "bought as much as she did. Several things changed 
all this, the first andraost important of vrhich was the development of process 
cheese in its various forms and t3npes which could be packaged for the housev/ife, 
without surface loss either to the grocer or the housevdfe. Along with this 
came the great multiplicitj'' of forms and types of cheese, calculated to a v;ide 
appetite and taste appeal, and for multiple use in meal preparation. Cheese has 
had extensive advertising for many years — not by one or a fev; companies, but 
by many. But this was not all, because good merchandising is more than a double- 
lai© gpptad ia £ifi Magazine, Posters and extensive displays of cheese in 

grocery stores, consumer leaflets with recipes on how to prepare and serve cheese 
dishes, better packaging which not only preserved the cheese better but caught 
the consujners' eye — all these things and more went into the building per capita 
cheese consuLiption from less than 3 pounds per capita to nearly g poujids in the 
past 40 years. 

One of the major recent developments in the cheese industry'’ has been the 

rapidly increasing consumption of Swiss Cheese, Sv/iss Cheese has been knoirn and 
sold in the American market for many years, and it is a type of cheese which ha.s 
a '.vide taste appeal. But it was never widely consumed, partly because until re¬ 
cently it was made by the factories in huge wheels, with a rind as thick as an 
elephant's hide, and it is no v/onder that many grocers didn't handle it because 
of the inconvenience and the cutting losses involved in retailing it. Several 
things changed all thisr. First v/as the development of a method for making 
Swiss cheese in the form of rectangular blocks, and without rind — not as easy 
as it sounds, because it took the Kraft laboratories many years and considerable 
money to work it out. Along i^ith this - thanlts to the research of companies like 
DuPont, G-ood Year, Union Carbide and others - came the development of the plastic 
films such as cellophane, pliofilm, saran, etc. which make it possible to put 
sliced Svriss Cheese in a consumer package, to be sold in a Texas supermarket 
where I5 years ago many consumers had never ever had an opportunity to buy it. 
This is v;hy the consumption of Swiss Cheese has gone from about 57 million pounds 
in 1939 to around ll4 million pounds in 195^j and"the top for this product is 
probably not yet in sight. 

This t3^pe of thing has been going on in nearly all branches of the food 
industry. Perhaps the best way to visualize it is to compare the array and 
variety of the foods in a modern supermarket v;ith what v/ould have been offered 
grandmother 50 years ago in her grocery store. There are many new food forms 
which were not in the grocery stores of 50 years ago in significant quantities - 
the drj'’ brealofast cereals, packaged cheeses, vegetable shortenings, oleomargarine, 



canned oranc;e juice and — thanlcs to modern refrigeration - a wide variet^^ of 

fruits and vegetables in fresh and frozen form* 

One of the most striking developments in the food field has been the trend 
toward semi-prepared, or so-called "convenience food forms"* Prepared baby 
foods, cake mixes, frozen meat pies, pre-cooked this and pre-cooked that - even 
complete meals, quick-frozen and requiring only that they be popped into the 

oven for a few minutes before serving. The reason for all this is very simple: 
It is that most housewives really do not like to cook, even though most of them 
will insist, v^hen asked, that they do. 

If I may digress for a moment, I have never understood why v;omen should be 
expected to like to cook. Except for the very few who make a sort of artistic 
ritual out of cooking, it is work, the same as pounding a typewriter, or adding 
a column of figures or combining wheat. So I am all for the housev/ives in their 
desire for more"convenienC0".foods*If the food industries are smart, and it may 
be presumed that they have a.t least a modicum of coimnon sense in these matters, 
they will continue the trend along these lines. Of course, this will add to the 
spread between farmer and consumer, and for those vrlio focus their attention and 
lay great store on a reduction of this spread, the food i^rorld v/ill seen to be 
moving in the vrrong direction* 

In summary, I do not see the prospect for greatly increased per capita 
food consumption in the years immediately ahead. Assuming full employment, the 
trend tovrard a more varied diet, including relatively more animal products, 
should continue. Also, I should expect fugure grocery stores to have m.ore and 
more "convenience" foods because this is part of the pattern of modern living. 
Animal products are expensive food forms and "convenience" foods are more cost¬ 
ly than their component ingredients, so that quite probably consumers may spend 
somewhat m.ore money for foods on a per capita basis than they are nov; doing. 
Tut I see no realistic basis for thinking that the domestic market v/ill absorb 
all of our socalled agricultural surpluses until population gro’-rth catches up 
with the capacity of agriculture to produce. 

If I cannot find it within me to be as optimistic a.boiit this matter as a 
great many people seem to be, it is mainly because I think that agriculture and 
the food industries are alreadj?- doing a pretty good job of moving food into 
consumjption in this country. It is not easy to mal^e spectacule.r progress beyond 
a high level of performance* 
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My first foray into agricultural economics - made m.ore years ago than I 
like to recall “ took the form of a term paper on the subject of "Expanding 
the Domestic Market for Food ProduGts"6 After several days of scholastic 
travail, \/hicli included a cursory reading of wha.t the leadiing agricultural econo¬ 
mists of the time had to say on the subject, I reached the follov/ing conclusionsJ 
(l) That there was a great nutritional need in America for much more food than 
v/as then being produced; (2) that everyone involved - agriculture, the food 
industries, and the government - v/ere very remiss for not doing something about 
this matter by methods which were not exactlj'’ clear to me but which I referred 
to vaguely as "improved marketing"; and, (3) since such a sad state of affairs 
existed, further study and research on the matter was needed] 

Those were the standard conclusions to be reached on this subject back in 
the 1920's, and judging by what most agricultural economists are currently 
writing and saying on the subject, they are still very much in vogueo As a 
matter of fact, I have the uneasy feeling that I might come off better on this 
occasion, if I were to read that old terra paper than I vdll by saying what I 
am about to say. 

The assumption with which discussions of this subject usually begin - 
namely, that there is a great nutritional need for more food to be produced in 
America - is at least debatable, and probably wrong. A great many medical and 
nutritional authorities have come to regard the number I nutritional problem in 
America as obesity rather than malnutrition in the ordinary sense of that word. 
The newspapers have recently carried estimates by authorities in this field 

that as majay as 4o million people in America are in some degree obese. This 
is not to deny that many people in this countrj'' should be eating more and better. 
It is also true that further shifting in the American diet toward relatively 
more animal products, fruits and vegetables and certain other foods, would tend 
to improve our average nutritional levels. But to assume or imply, as is fre¬ 
quently done in discussions of farm policy, that a greatly e:<panded agricultural 
production is required from a nutritional standpoint, does not seem to ms in 
accord with w'hat facts are known. I think all of us \irould agree that our in¬ 
formation in this field is all too fragmentary for any very positive statements 
to be made one way or the other. 

I do not want to exaggerate the immediate significance to agriculture of 
the obesity problem, in the sense that a, recognition of it by its victims is 
likely to result in sharply curtailed food consumption. It does, however, seem 
to be having some effect in reducing per-capita consumption of certain foods, 
especially some of those high in carbohydrates. 

I have already mentioned that segment of the population which is not getting 
sufficient food, or food of the proper tj'pe. Usually, though not invariably, 
the reason is simply that persons in this group do not have sufficient income 
to buy their proper food requirements. The remedy is eo^ually obvious; it is to 
provide either the necessary food, or the money to buy the food, from public funds. 
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The experience of the 1930's seems to ha.ve pretty well estahlished the 
principle in America that it is a iDuhlic responsibility to insure that no one 
goes hungry. Host of you are even more familiar than I am with the government 
programs by v/hich this responsibility was carried out - direct public relief, 
the I’ood Stamp Plan, the School iTinch Program, and numerous other governmental 
aid programs which contributed directly or indirectly toward this objective. 

S§ia© of these programs, notably the Pood Stamp Plan and the School Lunch 

Program, supplement for many of the recipients the expenditures for food v/hich 
they are able to malce from their ovm funds. This would be true, for instance, 
of lov7-income but employed persons. In such instances, the funds provided by 
the public for these programs do not always result in a lihe increase in the 
food consumption of the recipients ~ the so-called problem of "substitution" for 

food expenditures the?;- would have made in any case. I do not mean this as a con¬ 
demnation of these programs from a humanitarian standpoint. I am not, however, 

as optimistic as some of you might be that a broa.d-scale Pood Stamp Plan or 
School Lunch Program v/ould greatly expand food consuT'iption under conditions of 
reasonably full employment. 

Among the various government programs for subsidized food consuiiption, my 
personal favorite has always been the School Lumch Program, and for tv/o reasons. 
It seems to me it should be the birthright of every American child to receive an 
adeauate diet in his growing years. A greatly expanded School Lunch Program is 
the best way to insure this. In addition to at least one good square meal a 
day, the youaigsters are helped to form good eating luabits and to learn the rudi¬ 
ments of good nutrition, which is something that more American families than 
perhaps we like to admit are not in position to give their children. 

There is another age group in v;hich, for one reason or another, malnutrition 
is more common than it should be, and this is among the aged. In homes v/liere 
older people live alone and there are no young and healthy appetites to be at¬ 
tended to at mealtime, it is perhaps only hvxman nature for the older folk to 
neglect the preparation of nutritious meals even though they have the means to 
afford it. But many of our older people are living in an atmosphere of insecur¬ 
ity'’ - they no longer have any current income other than what comes from their 
small savings, v/hich they hesitate to cut into because they don't knov/ whether 
these savings will have to suffice them for another year or another 20 years* 
Our social security programs - both public and private - represent the proper 
and long overdue attack on this problem, VJhen the major segment of the aged 
come to enjoy greater social security coverage, we shall have gone a long v/ay 
toward better nutritional standards for this group. 

Under conditions of reasonably full employ’ment such as v/e have in America 

today/, most of the people Imve sufficient income to purcliase all the food and 
other basic necessities they require, provided they choose to spend their income 
for these purposes. In other v/ords, if food ercpenditures are to be increased, 
it must be done in corapetition for the consvimer's dollar against things like 
automobiles, hair tonic, and brightly colored sport shirts. Practically every¬ 
one likes a prime roast of beef, a good dressing on his salad, and a dessert 
topped v;ith whipped cream. The problem for agriculture is to get mama, to spend 
her money for meals li''ce this, instead of serving spaghetti and meat balls and 
buj/ing Junior a Hopalong Cassidy suit with the money she saves on the grocery 
bill. Generally spealcing, I should say that agriculture and the food industries 
are doing a pretty good job in this battle for the American consumers' dollar. 
I think the statistics show that currently v;e are spending about 25f^ of our dis¬ 
posable income for food—up several percent from the proportion being spent 
prior to World War II. 
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How let's start getting do’.m to cases on the prospects for increased food 
consumption and the methods hy v;hich it can he achieved* Many people - in fact5 
most people - would say that one of the first requirements for increased food 
consimption is lov/er food prices, to he achieved either hy narrowing the spread 
between producer and consruner or more flexible (hy which they mean lower) farm 
prices. If you ask such people, why, and are they sure, they will give you a 
disdainful look and ask j'-ou if you ever heard of the law of supply and demand. 
Sometimes I thinlc it v/ould he a good thing if that law had not gained such wide 
credence, because it is mors involved and subject to more qualifications even 
than some of the more eminent practitioners of economics seem to realize, and 
not infrequently the assertion of it precludes the use of ordinary common sense. 

It is quite true that if, say retail pork prices, were reduced hy 

while prices of other foods remained the same, relatively less pork and raore of 
other foods would he eaten. But this is quite a different thing from saying 
that a general lowering of the level of food prices would bring about greatly, 
or even significantly, increased food consumption. Bor low-income families 
which have real difficulty in scraping enough money together to buy food, lower 
food prices would indeed increase food consumption to some extent, though prob¬ 
ably not as much as commonly assumed. But for the great bulk of American 
families, a general lowering of food prices v;ould probably result mainly in 
their spending more for non-food items rather than for increased food consumption. 

The same people who tell us that lower food prices I'j'ill bring greatly in¬ 
creased food consumption vrill almost invariably enli^ten us further by saying 
that lower farm prices will tend to curtail food production, so that supply and 
deraand will again come in balance, just as Adam Smith pointed out several 
Iiundred years ago, and anjr one should know that much, ITovr if the price of hogs 
falls relative to the price of beef or milk, of course, farmers will shift their 
operations accordingly and will produce fev/er hogs. But if all farm prices 
were simultaneously lowered by say 25p, the first reaction of farmers would 
probably be to produce more in an effort to keep up their gross income. Over 
a period of time total farm production might decline under the stress of lower 
price levels, assuming there were full employment anid opportunities for greater 
profit to labor and capital in the non-agricultural segments of the economy. 
But the qualifications and the arguments even on these grounds become quite 
intricate - more so, I suspect, than most of those who cite the law of supply 
and demand ever come to und.erstand, 

Foi'\r we come to the next shibboleth, v;ithout vrhich no pronouncement on a-gri- 
cultural policy is ever deemed to be quite com.plete, namely.* the need to 
reduce the spread betv^een farmer and consumer as a means of increasing food 
consumption* 

There are three ways by which the spread between farmer and consiuner might 

be reduced. The first is by a reduction of returns to capital, managecient and 
labor utilized in food processing and distribution. As regards profit (the 
return to capital and non-salaried management in the food industries) this is 
estimated to amount to roughly 3 or 4^ of the retail price of food, VJliether 
this is too much or too little - and it can be argued plausibly that profit 
margins in the food industries should be larger to provide for greater capital 
formation relative to other industries - the point I am mailing here is that 
even the complete elimination of food industry profits would not greatly 
reduce the level of food prices. 
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I^alDor is the largest single element in the cost of processing and distribut¬ 
ing farm products, and the increase in wage rates is, of course, the main reason 
why the spread between farm.er and consujter has vddened in recent years. But 
wages to labor represent a market for farm ^jroducts, as v/ell as a cost. So are 
we altogether sure that trying to increase the consumption of fa^rri iDroducts by 
narrowing the spread between farmer and consumer by means of a reduction of wage 
rates is the glib panacea we are sometimes led to believe? 

Bveryone is in favor of efficiencj'', and there is much talk about the need 
to increase the efficiency of marketing farm products, and of hov; much the con¬ 
sumption of food might be increased if the marketing system were more efficient., 
fere again, mo,ny v;ho talk in these generalities never bother to define their 
terns or to get down to cases* ActuaAly we have had a veritable revolution in 
the teclmiques of manufacturing and distributing food products in America in the 
pa.st 50 years. It may be described as the application of the technologies of 

mass production and mass distribution to food products. Bor those concerned v;ith 
the concepts of efficiency and how to improve it as applied to food, I would 
suggest a study and an understanding of wliat has already happened, and wli;^. I 
do not believe the food processing industries have lagged behind other indus¬ 

tries in mechanizing their production processes, in the elimination of hand-labor 
v/herever possible, in the application of the newest findings of the scientists 
and the engineers - v/hich, after all, is the essence of production efficiencj^’. 
Similarly, distribution efficiency consists in reducing insofar as possible the 
amount of labor and capital required to get the product from the processor to 
the consumer in the v;ay she wants it© It may be loossible to retail food products 
more efficiently than is done in a modern supermarket, .and I have no doubt that 
we shall continue to make progress toward this ob.jective. But before v/e make a 
speech or pass a resolution or write a textbook with exhortations about the need 
for greater efficiency in the handling of food ]products, it might not be a bad 
idea to ta!:e a v/alk through a modern food processing plant, or tarry awhile in 
a supermarket while we aslced ourselves, "If this is not efficiencj^, then 
precisely wha.t do v;e mean by the word"? 

Then there is the fellow who is alvrays talking about the need for "better 
merchandising" of food products, without being very specific about what he 
means, but with vague references to things like "more education regarding the 
nutritional elements of foods", "improved guaditj''", maybe some "judicious ad¬ 
vertising" of the merits of this product or that one. So it is that the v;heat 
farmers, or the beef producers or the potato growers may be led to thinl: that 
"better merchandising" of their products may be the answer to their particular 
surplus problems. 

'^ow I should be the last to minimize the importance of good merchandising, 
because I viork for a company which rightly prides itself on its ability to sell 
and merchandise food products in an expert manner. But vuthin the broad context 
of agricultural policy, I v/ould say the following regarding the merchandising 
of food prodvicts as a means of expanding their consumption* Hirst, most food 
products are already being merchandised in a smart and efficient fa.shion — 

some better than others, but most pretty well. This is not to saj/ that a better 
job of merchandising food can’t or shouldn't be done; but it is not easj^, and 
let us not build false hopes on this v/hen we are considering our a.gricu].tural 
surplus problem. True, the people might be induced to eat more rutabagas or 
maybe even more meak by a greatly expanded advertising and merchandising program 
for these products. But most of the gain for these particular products would 
probably be at the expense of other food products of which less v/ould be eaten. 
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This type of thing is hardly the panacea for agriculture that some of the current 

statements heing made regarding it would indicateo 

Quite frequently we speak of expanding the consirmption of this product 
or that product, or even of all food generallj’’, v;ithout knowing precisely what 
it takes to get increased sales in the market place* let me illustrate l^his in 
the case of cheese, which is v/hat I know hesto 

Forty years ago the per capita cons'umption of cheese in America was less 
than 3 pounds per c-apita? Host of the caeese then sold was natural cheddar, of 
which the grocer (if he handled it at all) had a chunk in some out-of-the-way 
place in his store, and from which he would hack off a piece on request - - it 
x-tras always a moot question between the grocer and the housewife which should take 
the dried-out surface of the cheese* Then the housewife would take her piece of 
cheese home in a piece of wax paper, where it v/ould oil off and dry out, or both, 
and the wonder was that she bought as much as she did. Several things changed 
all this, the first andmost important of which was the development of process 
cheese in its various forms and types which could be packaged for the housewife, 
without surface loss either to the grocer or the housev/ife* Along with this 
cane the great multiplicity of forms and types of cheese, calculated to a wide 
appetite and taste appeal, and for multiple use in meal preparation* Cheese has 
had extensive advertising for many years — not by one or a, few companies, but 
by many. But this v/as not all, because good merchandising is more than a double- 
pag© gpriad ia Lif© Magazii^e. Posters and extensive displays of cheese in 

grocery stores, consumer leaflets with reciises on how to prepare and serve cheese 
dishes, better packaging which not only preserved the cheese better but caught 
the consumers' eye — all these things and more went into the building per capita 
cheese consuiiption from less than 3 pounds per capita to nearly g pounds in the 
past 40 years. 

One of the major recent developments in the cheese industry has been the 

rapidly increasing consumption of Svriss Cheese, Swiss Cheese has been known and 
sold in the American market for many years, and it is a type of cheese which has 
a wide taste appeal. But it was never vfidely consumed, partly because until re¬ 
cently it was made by the factories in huge wheels, with a rind as thick as an 
elephant's hide, and it is no v/onder that many grocers didn't handle it because 
of the inconvenience and the cutting losses involved in retailing it. Several 
things changed all this* First was the development of a method for making 
Swiss cheese in the form of rectangular blocl's, and without rind — not as easy 
as it sounds, because it took the Kraft laboratories many years and considerable 
money to work it out. Along with this - thanlcs to the research of companies like 
DuPont, Good Year, Union Carbide and others - came the development of the plastic 
films such as cellophane, pliofilm, saran, etc, which make it possible to imt 
sliced Swiss Cheese in a consumer package, to be sold in a Texa-s supermarket 
where I5 years ago many consumers had never ever had an opportunity to buy it. 
This is why the consumption of Swiss Cheese has gone from about 57 million pounds 
in 1939 to around ll4 million pounds in 195^» and'the top for this product is 
probably not yet in sight. 

This type of thing has been going on in nearly all branches of the food 
industry. Perhaps the best way to visualize it is to compare the array and 
variety of the foods in a modern supermarket v;ith \\rhat would have been offered 
grandmother 50 years ago in her grocery store. There are many new food forms 
which were not in the grocery stores of 50 years ago in significant quantities - 
the dry breakfast cereals, packaged cheeses, vegetable shortenings, oleomargarine. 
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canned orange Juice and - thanics to mo6.ern refrigeration — a wide variety of 

fruits and vegeta'bles in fresh and frozen form* 

One of the most striking developments in the food field has "been the trend 
toward semi-prepared, or so-called "convenience food forms". Prepared hahy 
foods, cake mixes, frozen meat pies, pre-cooked this and pre-cooked that - even 
complete meals, quick-frozen and requiring only that they he popped into the 
oven for a few minutes before serving. The reason for all this is very simple: 
It is that most housewives really do not like to cook, even though most of them 
will insist, vrhen asked, that they do. 

If I may digress for a moment, I have never u:.iderstood wliy v;omen should he 
expected to like to cook. Except for the very few v;ho make a sort of artistic 
ritual out of cooking, it is work, the same as pounding a tj^ev/riter, or adding 
a column of figures or combining rifheat. So I am all for the housev;ives in their 
desire for more"conveiiienGe" .foods. If the food industries are smart, and it may 
he presumed that they have at least a modicum of common sense in these matters, 
they will continue the trend along these lines. Of course, this will add to the 
spread between farmer and consiamer, and for those idio focus their attention and 
lay great store on a reduction of this spread, the food x^rorld v/ill seem to he 
moving in the wrong direction. 

In sujnm.ary, I do not see the prospect for greatly increased per capita 
food consumption in the years immediately ahead. Assuming full employment, the 
trend toward a more varied diet, including relatively more animal products, 
should continue. Also, I should expect fugure grocery stores to have more and 
more "convenience" foods because this is part of the pattern of modern living. 
Animal products are expensive food forms and "convenience" foods are more cost¬ 
ly than their component ingredients, so that ouite prohahlj' consumers may spend 
somewhat more money for foods on a per capita basis than they are now doing. 
Tut I see no realistic basis for thinking that the domestic market v;ill absorb 
all of our socalled agricultural surpluses until population growth catches up 
with the capacity of agriculture to produce. 

If I cannot find it within me to be as optimistic about this matter as a 
great many people seem to be, it is mainly because I think that agriculture and 
the food industries are already doing a pretty good job of moving food into 
consumption in this country. It is not eas3’’ to maJce spectacular progress beyond 
a high level of performance. 
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My first foray into agricultural economics ~ made more years ago than I 
like to recall “ took the form of a term paper on the-subject of "Expanding 
the Domestic Market for Food ProduGts"o After several days of scholastic 
travail, which included a cursory reading of what the leading agricultural econo¬ 
mists of the time had to say on the subject, I reached the following conclusions^ 
(l) That there was a great nutritional need in America for much more fcod than 
was then Being produced; (2) that everyone involved - agriculture, the food 
industries, and the government - were very remiss for not doing something about 
this matter By methods which were not exactly'" clear to me But which I referred 
to vaguely as "improved marketing"; and, (3) since su^ch a sad state of affairs 
existed, further study and research on the matter was neededi 

Those were the standard conclusions to Be reached on this subject Back in 
the 1920’s, and judging By what most agricultural economists are currently 
writing and saying on the subject, they are still very much in voguso As a 
matter of fact, I have the uneasy feeling that I might come off Better on this 
occasion, if I were to read that old terra paper than I will By saying what I 
am about to say. 

The assumption with which discussions of this subject usually Begin - 
namely, that there is a great nutritional need for more food to Be produced in 
America - is at least debatable, and probablj'’ wrongo A great many medical and 
nutritional authorities have come to regard the nuraber I nutritional problem in 
America as obesity rather than mialnutrition in the ordinary sense of that wordv, 
The newspapers have recently carried estimates By authorities in this field 

that as msxij as 4o million people in America are in some degree obese. This 
is not to deny that many people in this country should be eating more and better. 
It is also true that further shifting in the American diet toward relatively 
more animal products, fruits and vegetables and certain other foods, would tend 
to improve our average nutritional levels. But to assume or imply, as is fre¬ 
quently done in discussions of farm policy, that a greatly e:q)anded agricultural 
production is required from a nutritional standpoint, does not seem to ms in 
accord with what facts are known. I thirds all of us \70uld agree that our in¬ 
formation in this field is all too fragmentarj'’ for any very positive statements 
to be made one way or the other. 

I do not want to exaggerate the immediate significance to agriculture of 
the obesity problem, in the sense that a, recognition of it by its victims is 
likely to result in sharply curtailed food consumption. It does, hovrever, seem 
to be having some effect in reducing per-capita consumption of certain foods, 
especially some of those high in carbohydrates. 

I have already mentioned that segment of the population which is not getting 
sufficient food, or food of the proper type. Usually, though not invariably, 
the reason is simply that persons in this group do not have sufficient income 
to buy their proper food requirements. The remedy is equally obvious; it is to 
provide either the necessary food, or the money to buy the food, from public funds. 
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The e:sperience of the 1930's seems to have pretty well established the 
principle in America that it is a. public responsibility to insure that no one 
goes hungry. Most of you are even more familiar than I am \Trith the government 
programs by which this responsibility was carried out - direct public relief, 
the Pood Stamp Plan, the School Lunch Program, and numerous other governmental 
aid programs which contributed directly or indirectly toward this objective, 

S§mo of these programs, notably the Pood Stamp Plan and the School Lixnch 

Program, supplement for many of the recipients the expenditures for food v/hich 
they are able to maltre from their own funds. This would be true, for instance, 
of low-income but employed persons. In such instances, the funds provided by 
the public for these programs do not alwaj^s result in a lihe increase in the 
food consumption of the recipients - the so-called problem of "substitution” for 

food expenditures they would have made in any case. I do not mean this as a con¬ 
demnation of these programs from a humanitarian standpoint. I am not, however, 
as optimistic as some of you might be that a broad-scale Pood Stamp Plan or 
School Lunch Program would greatly expand food consuraption under conditions of 
reasonably full employment. 

Among the various government programs for subsidized food consuraption, my 
personal favorite has always been the School Lumch Program, and for two reasons. 
It seems to me it should be the birthri^t of every American child to receive an 
adeauate diet in his growing years. A greatly expanded School Lunch Program is 
the best waj^’ to insure this. In addition to at least one good square meal a 
day, the youngsters are helped to form good eating habits and to learn the rudi¬ 
ments of good nutrition, which is something that more American families than 
perhaps we like to admit are not in position to give their children. 

There is another age group in which, for one reason or another, malnutrition 
is more common than it should be, and this is among the aged. In homes v/here 
older people live alone and there are no young and healthy appetites to be at¬ 
tended to at mealtime, it is perhaps only human nature for the older folk to 
neglect the preparation of nutritious meals even though they have the means to 
afford it. But many of our older people are living in an atmosphere of insecur¬ 
ity - the3^ no longer have any current income other than what comes from their 
small savings, which they hesitate to cut into because they don't know whether 
these savings will have to suffice them for another year or another 20 j^’ears# 
Our social security'' programs - both public and private - represent the proper 
and long overdue attack on this problem, Iflien the major segment of the aged 
come to enjoy greater social security coverage, we shall have gone a long way 
tov;ard better nutritional standards for this group. 

Under conditions of reasonably full eraplo^’ment such as v/e have in America 

toda3'’, most of the people Imve sufficient income to purcliase all the food and 
other basic necessities they require, provided they choose to spend their income 
for these purposes. In other words, if food e:cpenditures are to be increased, 
it must be done in competition for the consumer’s dollar against things like 
automobiles, hair tonic, and brightly colored sport shirts. Practically every¬ 
one likes a. prime roast of beef, a good dressing on his salad, and a dessert 
topped with whipped cream. The problem for agriculture is to get mama to spend 
her mone3'’ for meals li’ce this, instead of serving spaghetti and meat balls and 
buying Junior a Hopalong Cassidy suit with the money she saves on the grocery 
bill. Generally spealcing, I should say that agriculture and the food industries 
are doing a pretty good job in this battle for the American consumers’ dollar, 
I think the statistics show that currently we are spending about 25fj of our dis¬ 
posable income for food—up several percent from the proportion being spent 
prior to World Uar II, 
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How let's start getting .do^ra to cases on.the prospects for increased food 
consTomption and the methods hy v;hich it can be achieved^ .Many people ^ in fact, 
most people - wotild say that' one of the first, requirements for increased food 
consumption is lov/er food prices, to he achieved either hy narrowing the siDread 
between producer and consumer or more flexible (by which they mean lower) farm 
prices. If you ask such people^ why, and are they sure, they v/ill give j^'ou a 
disdainful look and ask 3'-ou if you ever heard of the law of supply and demand. 
Sometimes I think it would be a good thing if that law had not gained such wide 
credence, because it is more involved and subject to more qualifications even 
then some of the more eminent practitioners of economics seem to realize, and 
not infrequentlj’’ the assertion of jt precludes the use of ord-inary common sense. 

It is quite true that if, say retail pork prices, were reduced by 

while prices of other foods remained the same, relatively less pork and more of 
other foods would be eaten* But this is quite a different thing from saj^ing 
that a general lowering of the level of food prices would bring about greatly, 
or even significantly, increased food consumption. Bor lo>^-income families 
which have real difficulty in scraping enough money together to buj'’ food, lower 
food prices would indeed increase food consumption to some extent, though prob¬ 
ably not as much as commonly assumed. But for the great bulk of American 
families, a general lowering of food prices would probably result mainly in 
their spending more for non-food items rather than for increased food consuimption. 

The same people who tell us that lower food prices will bring greatly in¬ 
creased food consumption will almost invariably enli,^ten us further by saying 
that lower farm prices will tend to curtail food production, so that supply and 
demand v/ill again come in balance, just as Adam Smith pointed out several 
hundred years ago, and any one should know that mruch, ITow if the price of hogs 
falls relative to the price of beef or milk, of course, farmers will shift their 
operations accordingly and will produce fewer hogs. But if all farm prices 
were simultaneously lowered by say the first reaction of farmers would 
probably be to produce more in an effort to keep up their gross income. Over 
a period of time total farm production might decline under the stress of lower 
price levels, assuming there were full employment and opportunities for greater 
profit to labor and capital in the non-agricultural segments of the economj'’* 
But the qualifications and the arguments even on these gro\mds become quite 
intricate - more so, I suspect, than most of those v/ho cite the law of supjjly 
and demand ever come to understand. 

iTov^ we come to the next shibboleth, iirithout vrhich no pronouncement on agri¬ 
cultural policy is ever deemed to be quite com.plete, namelj’’; the need to 
reduce the spread between farmer and consumer as a means of increasing food 
consumption* 

There are three ways by which the spread between farmer and consumer might 

be reduced. The first is by a reduction of returns to capital, management and 
labor utilized in food processing and distribution. As regards profit (the 
return to capital and non-salaried management in the food industries) this is 
estimated to amount to roughly 3 or 4^ of the retail price of food. V^hether 
this is too much or too little - and it can be argued plausibly that profit 
margins in the food industries should be larger to provide for greater capital 
formation relative to other industries - the point I am mal:ing here is tliat 
even the complete elimination of food industry profits would not greakly 
reduce the level of food prices. 
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LalDor is the largest single element in the cost of processing and distribut¬ 
ing farm, products, and the increase in wage rates is, of course, the m.ain reason 
why the spread hetxi^een farmer and consinmer has widened in recent years. But 
wages to labor represent a market for farm products, as v;ell as a cost. So are 
we altogether sure that trying to increase the consumption of farra products by 
narrov/ing the spread between farmer and consumer b.y means of a reduction of wage 
rates is the glib panacea \>je are sometimes led to believe? 

Bveryone is in favor of efficiencj'’, and there is much talk about the need 
to increase the efficiency of marketing farm products, and of hov; much the con¬ 
sumption of food might be increased if the marketing system were more efficient,, 
Here again, many v;ho talk in these generalities never bother to define their 
terns or to get down to cases. Actually we have had a veritable revolution in 
the techniques of manufacturing and distributing food products in America in the 
past 50 years. It may be described as the application of the technologies of 

mass production mid mass distribution to food products, for those concerned v;ith 
the concepts of efficienc.y and ho^^^ to improve it as applied to food, I would 
suggest a study and an understanding of what has already happened, and why. I 
do not believe the food processing industries have lagged behind other indus¬ 

tries in mechanizing their production processes, in the elimination of hand-labor 
wherever possible, in the application of the newest findings of the scientists 
and the engineers - which, after all, is the essence of production efficiency. 
Similarly, distribution efficiency consists in reducing insofar as possible the 
amount of labor and capital recjuired to get the product from the processor to 
the consumer in the way she wants it«. It may be possible to retail food products 
more efficiently than is done in a modern supermarket, and I have no doubt that 
we shall continue to make progress toward this objective. But before we make a 
speech or pass a resolution or write a textbook with exhortations about the need, 
for greater efficiency in the handling of food, products, it might not be a. bad 
idea to taJie a walk through a .modern food processing plant, or tarry awhile in 
a. supermarket while we asked ourselves, "If this is not efficiencj^, then 
precisely what do v;e mean by the word"? 

Then there is the fellow vrho is always talking about the need for "better 
merchandising" of food products, without being very specific about what he 
means, hut with vague references to things like "more education regarding the 
nutritional elements of foods", "improved qualitj'-", maybe some "jud.icious ad¬ 
vertising" of the merits of this product or that one. So it is that the wheat 
farmers, or the beef producers or the potato growers may be led to think that 
"better merchand.ising" of their products may be the answer to their particular 
surplus problems. 

'^ow I should be the last to minimize the importance of good merchandising, 
because I vjork for a company which rightly prides itself on its ability'' to sell 
and merchandise food products in an expert manner. But v^ithin the broa-d context 
of agricultural policy, I v/ould say the following regarding the merchandising 
of food products as a means of expanding their consumption, Hirst, most food 
products are already being merchandised in a smart and efficient fa,shion — 

some better than others, but most pretty vrel 1. This is not to sa3^ that a better 
job of merchandising food can't or shouldn't be done; but it is not easj^, and 
let us not build false hopes on this v/hen we are considering our agricultural 
surplus problem. True, the people might be induced to eat more rutabagas or 
maybe even more mea.t by a greatly expanded advertising and merchandising xorogram 
for these products. But most of the gain for these particular products would 
probably be at the expense of other food products of which less v/ould be eaten. 



This type of thing is hardly the panacea for agriculture that some of the current 

statements being made regarding it wou.'.d indicateo , 

Quite frequently we speak of expanding the consvunption^ of this product 
or that product, or even of all food generalise', without knowing precisely what 

it takes to get increased sales in the market placet ., let me illustrate this in 
the case of cheese, which is what I loiow besto 

Forty years ago the per capita consumption of cheese in America was less 
than 3 pounds per capita^ Host of the cheese then sold was natural Cheddar, of 
which the grocer (if he handled it a,t adl) had a chunk in some out-of-the-v/ay 
place in his store, and frem which he v/ould hack off a piece on request - - it 
vras alvrays a moot question between the grocer and the housewife v/hich sho'uld take 
the dried-out surface of the cheesec Then the housewife would take her piece of 
cheese home in a piece of wax paper, where it v/ould oil off and dry out, or both, 
and the wonder v/as that she bought as much as she did. Several things changed 
all this, the first andraost important of v/hich-x^ras the development of process 
cheese in its various forms and tj^es which could be packaged for the housewife, 
v/ithout surface loss either to the grocer or the housev/ife. Along v;ith this 
came the great mu.ltiplicitj/ of forms and types of cheese, calculated to a v;ide 
appetite and taste appeal, and for multiple use in- meal preparation. Cheese has 
had extensive advertising for many years — not by one or a few companies, but 
by many. But this v/as not all, because good merchandising is more than a double- 
gage gpriad i±l Lift ilagazine* Posters and extensive displays of cheese in 

grocery stores, cons-umer leaflets with recipes on how to prepare and serve cheese 
dishes, better packaging which not only preserved the cheese better but caught 
the cons-umers’ eye — all these things and more went into the building per capita 
cheese consumption from less than 3 pounds per capita to nearly g pounds in the 
past 40 years. 

One of the major recent developments in the cheese industry has been the 

rapidly increasing consumption of Sv/iss Cheese, Sv/iss Cheese has been knov/n and 
sold in the American market for many years, and it is a type of cheese x/hich has 
a X'/ide taste appead. But it was never v/idelj’’ consumed, partly because until re¬ 
cently it x/as made by the factories in huge v/heels, v/ith a rind as thick as an 
elephant's hide, and it is no v/onder that many grocers didn’t handle it because 
of the inconvenience and the cutting losses involved in retailing it. Several 
things changed all thiso First v/as the development of a method for making 
Swiss cheese in the form of rectangular blocks, and without rind — not as easy 
as it sounds, because it took the Kraft laboratories many years and considerable 
money to work it out. Along v/ith this - thanlcs to the research of companies like 
DuPont, Good Year, Union Carbide and others - came the development of the plastic 
films such as cellophane, pliofilm, saran, etc, v/hich make it possible to put 
sliced Sv/iss Cheese in a consumer package, to be sold in a Texas supermarket 
where I5 years ago many consumers had never ever had an opportxinity to buy it. 
This is v/hy the consumption of Swiss Cheese has gone from about 57 million pounds 
in 1939 to around ll4 million pounds in 195^» and'the top for this product is 
probably not yet in sight. 

This type of thing has been going on in nearly all branches of the food 
industry. Perhaps the best v/ay to visualize it is to compare the array and 
variety of the foods in a modern supermarket v/ith v/hat XA/ould have been offered 
grandmother 50 years ago in her grocery store. There are many new food forms 
which were not in the grocery stores of 50 years ago in significant quantities ~ 
the dry brealofast cereals, packaged cheeses, vegetable shortenings, oleomargari-ne, 
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canned orange juice and - thanlcs to modern refrigeration - a wide variety of 
fruits and vegetables in fresh and frozen form* 

One of the most striking developments in the food field has been the trend 
toward semi-prepared, or so-called “convenience food forms"• Prepared baby 
foods, cake mixes, frozen meat pies, pre-cooked this and pre-cooked that - even 
complete meals, quick-frozen and requiring only that they be popped into the 
oven for a fev; minutes before serving. The reason for all this is very simple: 
It is that most housewives really do not like to cook, even though most of them 
will insist, vfnen asked, that they do. 

If I may digress for a moment, I have never understood why women should be 
expected to like to cook. Pxcept for the very few who make a sort of artistic 
ritual out of cooking, it is work, the same as pounding a tjyjev/riter, or adding 
a column of figures or combining wheat. So I am all for the housevrives in their 
desire for more"convenience".foods.If the food industries are smart, and it may 
be presumed tha.t they have a.t least a mod.icum of common sense in these matters, 
they will continue the trend along these lines. Of course, this will add to the 
spread betv/een farmer and consumer, and for those vdio focus their attention and 
lay great store on a reduction of this spread, the food \iforld x/ill seem to be 
moving in the wrong direction. 

In summary, I do not see the prospect for greatly increased per capita 
food consumption in the years immediately ahead. Assuming full employment, the 
trend tovrard a more varied diet, including relatively more animal products, 
should continue. Also, I should expect fugure grocery stores to have m.ore and 
more "convenience" foods beceuse this is part of the pattern of modern living. 
Animal products are expensive food forms and "convenience" foods are more cost¬ 
ly than their component ingredients, so that ouite probably consumers may spend 
somewhat more monej'" for foods on a per capita basis than they are now doing. 
But I see no realistic basis for thinking that the domestic market will absorb 
all of our socalled agricultural surpluses until population growth catches up 
vfith the capacity of agriculture to produce. 

If I cannot find it within me to be as optimistic about this matter as a 
great many people seem to be, it is mainly because I think that agriculture and 
the food industries are alreadj'- doing a pretty good job of moving food into 
consumption in this country. It is not eas3'’ to make spectacular progress beyond 
a high level of performance. 
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host of my experience has "been in the Land-Grant College and University 
field and so it is only natural, I suppose, that I should feel I am stepping 
into a kind of partnership meeting v/hen I appear before the staff members of 
the U.S, Department of Agriculture* Many of you, too, have 3iad experience 
in the college field and no doubt you appreciate as I do that it is sometimes 
difficult to tell just where the Department's vrork and responsibility ends 
•^nd where ours begins. All of us are dedicated to helping farmers and the 
nation with agricultural problems end I might add that finding work is not 
one of our difficulties* 

I have been asked to discuss with you the role of research and edncation 
in the development of American agricultural policy. An invitation like that, 
of course, is a little like being asked to explain the role of Mr. VIhistler's 
mother in the picture of the same name. As I interpret my assignment, at 
least, it is broader than a review or clinic on price and production policy. 

If I Here sitting vihere ?/ou are, I would resent it a little, I thinly, if 
some representative of the educational field were to stand here and attempt 
to tell me how I should go about ray job, I hoi>e you feel that way too because 
I have been too close to your Department's worl' for too long to really have 
all the answers for you. If this were my first trip to Washington, of course, 
I would have them, But this is not my first trip to Washington, nor my first 
meeting with manj?- of you* In fact, some of us know each other very well and 
that is always a handicap v;hen it comes to being impressive. 

Seriously, however, I do thinlc tha,t we can spend some time profitably 
talking about the Land-Grant institutions, about their natural relation to the 
Department, and about their place and responsibility in the gre.at cause we 
serve an compatible and effective companions* 

Regardless of hov; well we know the story, it is always helpful to revievr 
the establishment of our Land-Grant College and University system* It sharp¬ 
ens our perspective and renews our appreciation of the philosophy which brought 
our system into being at the same time that the Department was also organized. 

Actually, the Land-Grant colleges and the Department of Agriculture have 

been partners since their inception in lo62. For some thirty years prior to 
that time, early American agricultural groups and farmers had been urging the 
federal government to further demonstrate its recognition of the importance of 
agriculture to our national welfare and groxi^th by creating agencies to serve 
American agriculture* We might even make the point here that in the establish¬ 
ment of the U.S, Department of Agniculture and in the inauguration of the 
Land-Grant College system, the United States actually too]: one of its earliest 
and most important steps in the formation of national farm policy. 
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In setting up the Land-Grant colleges, especially, the Congress cleared 
the v/ay for a radical departure frcm Old World concepts of, first, the proper 
place of agriculture in the economic life of a nation, and, second, of the 
partnership which might develop hotv/een administrative and eduCcational forces. 

Considered from the standpoint of policy, the creation of the Department 
and the adoption of the Land-Grant College program, accomplished a great deal. 
They were actions which recognized agriculture as an endeavor worthy of 
special training a3id subject to advancement by a specialized educational 
program and by research, 

Defore the advent of the Land-Grant College concept, our educational 
effort in this country was limited by the European influence. It was concern¬ 
ed chiefly with training young men for the ministry, for laiy, and for medicine, 
and with the training of an additional small group of youiig people from 
wealthy and well-established families who might be presumed to have need for 
a certain amount of culture. It was a program of constricted notions and re¬ 
stricted vision. Under it the young people who wished to pursue careers in 
agricp.lture, or in business, or in any pursuit other than the three profes¬ 
sions recognized at that time, were ercpected to get what knowledge they might 
reouire by actual experience or by self-teaching. The Land-Grant idea chang¬ 
ed tlia.t. It extended educational opportunity to all young people capable of 
doing academic work above the common school level, and it broadened the 
accepted curricula to eventually include not only agriculture, but other 
subject areas such as business administration, dentistry, architecture, engi¬ 
neering, home economics, and a whole list of others. 

The inauguration of the Land-Grant system also had the effect of making 
teammates of the professional scholar and the practical man of science. It 
made higher education an everyday product suitable for use in solving 

everyday problems. 

It is important to note, too, that in creating the Department and in 
establishing the Land-Grant Colleges, Congress adhered to the notion which 
has since become an established principle with us, the notion that the States 
should be left freeto adjust specific progra-ms to local needs. The Land- 
Grant, or Morrill Act, did not attempt to tell the States precisely what sort 
of schools they should set up to qualify for federal help. The broad require¬ 
ments were marked out, but the details were left to the States, 

In considering these early steps, I believe ’^/e have opportunity to appre¬ 
ciate the dynamics of policy making. The move to meet demands for agricul¬ 
tural support which originally were voiced by our early American agricultural 
spokesmen actually resulted in far-reaching accomplishments. It affected 
areas of our society far bej^ond the immediate pale of agriculture. 

Of interest, too, is the fact that the tal’ring of one policy step quickly 
led to another. The partnership between the Department and the Land-Grant 
Colleges which was scarcely more than hinted at in 1862, was clearly welded 
with the passage of the Hatch Act — the first one, that is — in loS7« 
That act provided '^15,000 annually to each State that would establish an 
agricultural experiment station, and it lolaced the general administration of 
the program within the authority of the Department of Agric-ulture. Here, 
again, no attempt \ja,s made to restrict the work of the individual locality. 
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Ho attempt W0.9 made to tell the States precisely what experiment work these 
stations should attempt to do* ¥ith the passage of the Hatch Act Congress once 
again was counting upon the Department and the Land-Grant Colleges to work 
together amicably, as effective partners, and as efficient companions. Congress 
was also etching a little deeper the policy of broad supervision and co-ordina¬ 
tion at the federal level and respecting the ri^t of the States to judge and 

serve local needs. 

Ly the time the Cooperative Extension Service legislation came along in 
1914, our policy was so well established that this new sosvice could be added 
quite easily to the partnership environment. And with the addition of the Co¬ 
operative Extension Service, of course, the basic members of our present 
triiimvirate — teaching, research, and service -— were appointed and assigned. 
The establishment of the Coonerative Extension Service also marked a further 
endorsement of the ilmerican policy which places broad administrative and coordi¬ 
nation resnonsibility at the federal level but leaves to the States and locali¬ 
ties the decision of actual operation and adjustment. The Extension Service 
pushed the effort even closer to the grass roots* It was an addition which 
carried all the way from the federal level, doTO through the States, and out 
into the counties. 

All of these steps had the effect of giving the United States its unique, 
closely-lmit program of agricultural education, research, and service. The 
result is a policy which unites the elements of a general effort under one roof. 
Hovrhere in the vrorld will you find colleges of agriculture, experiment stations, 
and the extension programs linked to the national agricultural authority —• that 
is, the Department — as they are here in ^hnerica, — linlced to the Department 
at the federal level - and in close juxtaposition with the action programs and 
federal service agencies at State and county levels. 

How let's change our sights a bit and consider what these agencies were 

about in the early years. The principal purpose of their creation, of course, 
was to help agriculture produce more with less effort. This was a program v;hich 
the farmers themselves wanted. They v/anted to produce more with less effort and 
cost. Despite this natural desire, however, we found that \je had quite an educa¬ 
tional job on our hands. Rugged individualist that he is, the farmer resisted 
and resented being told hom to fanra. The experience was good for all of us. It 
gave us in education reason to remember tliat we are teachers and not indoctrin- 
ators. Ue learned that so long as T\re taught, v/e got along fine but that when 
we stepped over the line and tried to dictate we were in trouble. Eor example, 
we can discuss the probable effects of lower or higher support prices in an 
objective manner — and it caii be done — but if we place ourselves in position 
of advocate we cease primarily to be teachers. 

Ue have become nretty good at teaching. He have learned that if we present 
the facts, and stick to the facts, and keep our ovra prejudices out of the picture, 
the farmer x^rill do the learning, 

I doubt that we need to snend time here evaluating the effectiveness of the 
multiple effort that ha.s been made in behalf of agriculture bj?" the Department, 
the Colleges, the Experiment Stations, the Extension Service, and the various 
other forces of our American society, such as the farm organizations, in the 
field of production. It is enough to note that agricultxiral progress in our 
country has outstripped even the most glowing predictions of a couple of genera¬ 
tions ago. Ue have a revolution of agricultural production under way in this 
na.tion, the like of which the world has never seen. In fact, it has moved so 
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rapidlv that during the past thirty or forty years ye have heard certain voices 
I'fhich suggest that we stop research and let the teclinological advance slow do\-m 
lest t]ie problem of surpluses in sorae crops and coi'imodities create chaos in our 
economyr 

I supiDOse srich voices will alvifays he with us.j I am thankful that we pay 
them such little heed^ Carried to conclusion, the philosophy they utter is one 
of pessimism and defeat, I ara happy to suhscrihe to the opposite view, that pro¬ 
duction is the keystone of American progress and that we should and must con¬ 
tinually strive to achieve greater efficiency. Any other point of view, it seems 
to me, sells the human being short as a resource capable of copying with problems 
as they arise, A true believer in such a doleful creed would be ready now to 
give up as lost not only ohis nation bu.t all mankind. 

At the same time, of course, we all recognize that since I92O the problem 
of surpluses and their repeated affects on our agricultural economy, has brought 
into sharp focus the importance of developing a national farm policy, itore and 
?nore those of us engaged in helping agriculture are impressed with the need to 
assist with the evolutionary process from which farm policy emerges. In other 
words, we had one chief concern — production efficiency — a generation or two 
ago; today, v/e have still the matter of production efficiency but in addition the 
whole marketing process and the development of farm g)olicy, 

Inne of us here today, I am sure, is so unrealistic as to contend that we 

have solved the farm policy problem, I do not thinlc it is the kind of a problem 
that is ever solved for very long. Changing conditions resulting from changing 
needs and changing techniques demand continual policy adjustments. Our objec¬ 
tive is not to create a fortress, rugged and immovable to stand through the 
generations, but rather to acquire and use all the basic lonowledge v;e can about 
the factors — both domestic and foreign — which bear upon our agricultural 
welfare. Only from a vast store of such knowledge will we be able to select the 
influences we will need throu^ the years to balance and rebalance; to tune and 
retu.ne our agricultural economj'’. 

This prospect, of course, presents its difficulties. Until the need for 
policy development became so appevent v;e were engaged in a "hot war" of produc¬ 
tion. But ''rhen vre attack the policy problem we enter a kind of "cold v;ar" struggle, 

Bor example, it is one thing to talce a sample of rotenone to a farmer and 
say, "Here, try this on your cattle grubs," He tries it and he sees that it will 
control the grubs. He knows it, Ue knov/ it. And that’s about all there is to 
it, H e has been given a new production aid and he will continue to use it. 
Hot so simple, however, is the task of explaining the effect of price upon farm 
production. We can tell the dairy farmer that a drop in price should result in 
an increase in the consumption of milk. But we can’t tell him exactly how much of 
an increase will be enduring or whether it will increase total returns. 

We need to do a lot more research in the agricultural policy area. We should 
know much m.ore than we do about the effect of lower tariffs on the demand for 
domestic production and on prices. With population increasing, we need to know 
much more about basic human and animal nutritional requirements. We need to 
]cnow more about land and water use, of course, and about population shifts, farm 
housing needs, and the whole long list which you know as v/ell as I, 
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The tremendous volume of statistical information that cones from the USDA 
and other federal agencies has heen and will continue to he invaluable in tack¬ 
ling’ any and all of these problem areas* But we need to go further than we have 
yet gone. As one example, population pattern is changing - 

i960 - 19^1-0 = 75^ more over 65 50^ more over 20 
more 21-3^j incl. 

This means a changing family pattern - with changing consuming and buying pattern 
and changing living requirements, need studies tha.t go behind the average and 
the aggregate data, can predict family pattern and if v/e knew in addition 
the buying pattern of segments of families by age, size, income, etc. — we 
should be able to anticipate vdth greater accuracy our needs for various commo¬ 
dities and services. 

Knowledge such as this is basic to our educational efforts. It is basic to 
the development of sound agricultural programs. 

Much more research of this general type is needed — and whether it is 

done by v/orkers in the Department or in the universities, or jointly, is rela¬ 
tively unimportant. ^iThat is important is that it be done. 

To gain the kno^Arledge we need — knowledge of a different nature from much 
of that we are using to help production — we find ourselves face to face with 
a reappraisal of some of our efforts and of our efforts and of our teaching 
program. And in our colleges, j'^ou know, this matter of teaching is a double- 
edged proposition. >/e have the responsibility of serving the Department as an 
educational arm — and I am happy to say that that responsibility is being more 
clearly understood all around now than it has been — but more than that we also 
have the responsibility of teaching the yomig people in our classrooms who will 
be tomorrow's farmers, tomorrow's coimty and home demonstration agents, 
tomorrow's USDA workers, and toraorrox'tr's under secretaries and secretaries of 
agriculture. 

In the colleges we know, as you ]:now, that farm policy develops in a clim¬ 
ate which also happens to support the growth of partisan political effort. Ue 
don't object to that especially, vre just pray for the strength to keep our own 
prejudices out of our teaching. Ue don't want to produce more partisanship 
than policy. 

Gradually, I think, we are reaching some basic rules of thumb in our own 
peculiar academic way. Dor example, we are sure that we can continue to serve 
the Department as eyes and ears in the field. We appreciate, of course, that 
the Department is very capable of thinking in local as well as in national terms, 
and v^e li^ce to think, at least, that vie are also capable of thinl:ing in national 
terms. I don't pretend to be a spokesman for the Land-Grant College System or 
for the local components of the Cooperative Extension Service, but at my own in¬ 
stitution I know that vie would like to exercise the same basic methods in help¬ 
ing to attack the policy problem that vie have used in attacking the production 
problem. We viant to be free to place the pro a,nd con facts on all issues before 
our students and our farmers and the public — thej?- vote too. Ue knov^ from ex¬ 
perience that v/hen vie do that our people demonstrate a remarlcable ability to 
make the right choices. 

Some of our state extension services have moved further in the field of 
policy education than others. One State has used what v/e might call the mass 
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approach - the puhlication of a series of puolic policy or public affairs leaf¬ 
lets in large quantity which are used by several hundred local discussion groups. 
Such pamphlets discuss on a pro and con basis - such subjects asS 

(1) Does the farmer get a fair share of the consumer food dollar, 
(2) Inflation — how does it affect you. 
(3) flexible or rigid price suioports. 
(4) Foreign trade — how is agriculture involved. 

Such a program has reached many thousands of rank and file fa,rmers» 

Another State has prepared pamphlets - more complete basis - but worked pri¬ 
marily with a few hundred leaders believing that they will spread their new 
knowledge to others. 

Greater use might be made of 4-H and vocational agriculture in policy 
education — also Horae Demonstration groups. 

It remains to be seen xirhich of these methods or which combination will pro¬ 
duce the best results — or whether some better techniques will be evolved. 
Techniques for one State or one county may not be the best for another locality# 

I would like to say, too, that we v/ho work daily in the field of education 
are keenly aware of the burden of responsibility that became ours when this 
nation emerged from World War II in a position of world leadership. There was 
a time, perhaps, when we might have been able to content ourselves with attempt¬ 
ing to equip our students for a useful life in an America which was concerned 
primarily with domestic problems, including the prime agricultural problem of 

production, How, however, we cannot content ourselves with any such limited ob¬ 
jective. Important though it is, we know that the young people we train, and 
the practicing farmers we serve, are living in an America which is also concern¬ 
ed with world problems. This is a sobering responsibilityo It is one that has 
ramifications. It is, for example, one thing to thin]’ of a farm policy for a 
nation concerned essentially vmth domestic problems, but quite another to think 
of a farm policy for a nation which is also concerned with the task of v;orld 
leadership. 

We in education, of course, are not the only ones 'dio understand this change 
x-rhich is taking place. We Icnow that students also understcond it by the onestions 
they ask in class. We know that the members of farm organisations understand 
it by their willingness to engage more and more in group discussions on such 
subjects as world trade and the effect of disposing of certain surpluses abroad. 
And, oh yes, we know the Department of Agrictilture understands it too, or why 
would it taJre time for a meeting like this? One of the most heartening aspects 
of our job in agricultural education is the company we ]:eep. We want to keep 
on keeping it as together we go about the unending tasl’ of helping America 
develop and keep in adjustment a clear, effective farm policy for a 3^oung 
nation in a big new job. 
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host of ray experience has been in the Land-Grant College a,nd University 
field and so it is only natural, I suppose, that I should feel I am stepping 
into a kind of partnership meeting when I appear before the staff members of 
the U.S, Department of Agriciilture. Many of you, too, have had experience 
in the college field and no doubt you appreciate as I do tha^t it is sometimes 
difficult to tell just where the Department’s vrork cand responsibility ends 
•^nd ii^here ours begins. All of us are dedicated to helping farmers and the 
nation with agricultural problems and I might add that finding work is not 

one of our difficulties. 

I have been asked to discuss with you the role of research and education 
in the development of American agricultural policy. An invitation like that, 
of course, is a little like being asked to explain the role of Mr. ^Jhistler's 
mother in the picture of the same name. As I interpret my assignment, at 
least, it Is broader tlian a review or clinic on price and production j^olicy. 

If I were sitting where 3^ou are, I would resent it a little, I thinly, if 
some representative of the educational field were to stand here and attempt 
to tell me how I should go about np'' job. I hope you feel that way too because 
I have been too close to your Department's work for too long to really have 
all the answers for you. If this were my first trip to Washington, of course, 
I would have them. But this is not my first trip to Washington, nor my first 
meeting with manj?- of you. In fact, some of us knoi»r each other very well and 
that is always a handicap when it comes to being impressive. 

Seriously, however, I do think that vie can spend some time profitably 
talking about the Land-Grant institutions, about their natural relation to the 
Department, and about their place and responsibility in the great cause we 
serve s.s compatible and effective companions. 

Regardless of hov/ well we know the story, it is alxirays helpful to revievr 
the establishment of our Land-Grant College and University system. It sharp¬ 
ens our perspective and renews our appreciation of the philosophy which brought 
our system into being at the same time that the Department was also organized. 

Actually, the Land-Grant colleges and the Department of Agriculture have 

been partners since their inception in 1362. For some thirty years prior to 
that time, early American agricultural groups and farmers had been urging the 
federal government to further demonstrate its recognition of the importance of 
agriculture to our national v^relfare and growth by creating agencies to serve 
American agriculture. We might even make the point here that in the establish¬ 
ment of the U.S. Department of A.griculture and in the inauguration of the 
Land-Grant College system, the United States actually took one of its earliest 
and most important steps in the formation of national farm policy. 
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In setting up the Land-Grant colleges, especially, the Congress cleared 
the way for a radical departure from Old World concepts of, first, the proper 
place of agriculture in the economic life of a nation, and, second, of the 
partnership which might develop between administrative and educational forces. 

Considered from the standpoint of policy, the creation of the Department 
and the adoption of the Land-Grant College program, accomplished a great deal. 
They were actions ^'/hich recognized agriculture cas an endeavor worthy of 
special training and subject to advancement by a specialized educational 
program and by research. 

before the advent of the Land-Grant College concept, our educational 
effort in this country x^^ras limited by the European influence. It was concern¬ 
ed chieflj^ vrith training yoimg men for the ministry, for law, and for medicine, 
and vrith the training of an additional small group of yoinig people from 
wealthy and well-established families who might be presumed to have need for 
a certain amount of culture. It was a program of constricted notions and re¬ 
stricted vision. Under it the young people who vrished to pursue careers in 
agriculture, or in business, or in any pursuit other than the three profes¬ 
sions recognized at that time, were ercpected to get what knowledge they might 
recuire by actual experience or by self-teaching. The Land-Grant idea chang¬ 
ed that. It extended educational opportunity to all young people capable of 
doing academic xvork above the comjnon school level, and it broadened the 
accepted curricula to eventxxally include not only agriculture, but other 
subject areas such as business administration, dentistry, architecture, engi¬ 
neering, home economics, and a whole list of others. 

The inauguration of the Land-Grant system also had the effect of ma):ing 
teammates of the professional scholar and the practical man of science. It 
made higher education an everyday product suitable for use in solving 

everyday problems. 

It is important to note, too, that in creating the Department and in 
establishing the Land-Grant Colleges, Congress adhered to the notion which 
has since become an established principle with us, the notion that the States 
should be left freeto adjust specific programs to local needs. The Land- 
Grant, or Morrill Act, did not attempt to tell the States precisely what sort 
of schools they should set up to qualify for federal help. The broad require¬ 
ments Xf/ere marked out, but the details were left to the States. 

In considering these early steps, I believe x,re have opportiinity to appre¬ 
ciate the dynamics of policy making. The move to meet demands for agricul¬ 
tural support which originally were voiced by our early American agrictiltural 
spokesmen actually resulted in far-reaching accomplisiiments. It affected 
areas of our society far beyond the immediate pale of agriculture. 

Of interest, too, is the fact that the tal’ring of one policy step quickly 
led to another. The partnership betx'\^een the Department and the Land-Grant 
Colleges which was scarcely more than hinted at in 1S62, was clearly i\relded 
with the passage of the Hatch Act — the first one, that is — in loS7» 
That act provided ^15,000 annually to each State that would establish an 
agricultural experiment station, and it placed the general administration of 
the program within the authority of the Department of Agriculture. Here, 
again, no attempt was made to restrict the work of the individual locality. 

j 



i'To attempt vras made to tell the States precisely what experiment work these 
stations should attempt to do* ¥ith the passage of the Hatch Act Congress once 
again was counting upon the Department and the Land-Crant Colleges to work 
together amicably, as effective partners, and as efficient companions. Congress 
was also etching a little deeper the policy of broad supervision and co-ordina¬ 
tion at the federal level and respecting the ri^t of the States to judge and 

serve local needs. 

by the time the Cooperative Extension Service legislation came along in 
l^l4, pur policy was so well established that this nevr souvico could be added 
quite easily to the partnership environment. And \irith the addition of the Co¬ 
operative Extension Service, of course, the basic members of our present 
triumvirate — teaching, research, end service — were appointed and assigned. 
The establishment of the Cooperative Extension Service also marked a further 
endorsement of the ihnerican policy which places broad administrative and coordi¬ 
nation responsibility at the federal level but leaves to the States and locali¬ 
ties the decision of actual operation and adjustment. The Extension Service 
pushed the effort even closer to the grass roots. It was an addition which 
carried all the way from the federal level, dovm through the States, and out 
into the cotmties. 

All of these steps had the effect of giving the United States its unique, 
closely-loiit program of agricultural education, research, and service. The 
result is a policy v/hich uaiites the elements of a general effort under one roof. 
Uowhere in the world will you find colleges of agriculture, experiment stations, 
and the extension programs linked to the national agricultural authority — that 
is, the Department — as they are here in ^hnerica, — linlced to the Department 
at the federal level - and in close juxtaposition ^idth the action prorgrams and 
federal service agencies at State and coiinty levels. 

How let’s change our sights a bit and consider what these agencies vrere 

about in the early years. The principal purpose of their creation, of course, 
was to help agriculture produce more with less effort. This was a program which 
the farmers themselves wanted* They wanted to i^roduce more with less effort and 
cost. Despite this natural desire, however, v/e found that xve had quite an educa¬ 
tional job on our hands. Rugged individualist that he is, the farmer resisted 
and resented being told horn to farm. The experience was good for all of us. It 
gave us in education reason to remember that we are teachers and not indoctrin- 
ators. Ue learned that so long as mb taught, we got along fine but tha,t when 
we stepped over the line and tried to dictate we xirere in trouble. For exami^le, 
we can discuss the probable effects of lovrer or higher support prices in an 
objective manner — and it can be done '— but if vse place ourselves in position 
of advocate we cease primarily to be teachers, 

We have become pretty good at teaching, Ue have learned that if we present 
the facts, and stick to the facts, and keep our oxra prejudices out of the picture, 
the farmer will do the learning, 

I doubt that we need to snend time here evaluating the effectiveness of the 
multiple effort that has been made in behalf of agriculture b;r the Department, 
the Colleges, the 'Experiment Stations, the Dxtension Service, and the various 
other forces of our American society, such as the farm organisations, in the 
field of production. It is enough to note that agricultural progress in our 
country has outstripped even the most gloxfing predictions of a couple of genera¬ 
tions ago, Ue have a revolution of agricultural production under x^ray in this 
nation, the like of vdiich the x^rorld has never seen. In fact, it has moved so 
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rapidly that during the past thirty or forty years we have heard certain voices 
I'rhich suggest that we stop research and let the technological advance slow do’^m 
lest tlie problem of surpluses in sorae crops and commodities create chaos in our 
economyr 

I suppose such voices will alwa^as he with us., I am thanlcful that vre pay 
then such litble heed, Carried to conclusion, the philosophy they utter is one 
of pessimism and defeat, I an happy to suhscrihe to the opposite vie%^, that pro¬ 
duction is the keystone of American progress and that we should and must con¬ 
tinually strive to achieve greater efficiency# Any other point of view, it seems 
to me, sells the human being short as a resource capable of copying with problems 
as they arise, A true believer in such a doleful creed would be ready now to 
give up as lost not only this nation but all manlcind. 

At the same tine, of course, v/e all recognize that since I92O the problem 
of surpluses and their repeated affects on our agricultural economy, has brought 
into sharp focus the importance of developing a national farm policy, i'lore and 
more those of us engaged in helping agriculture are impressed v;ith the need to 
assist with the evolutionary process from \«diich f,a,rm policy emerges. In other 
words, we had one chief concern — production efficiency — a generation or two 
ago; today, v/e have still the matter of production efficiency but in addition the 
whole marketing process and the development of farm ]Dolicy, 

'Aone of us here today, I am sure, is so unrealistic as to contend that we 

have solved the farm policy problem, I do not thinlc it is the kind of a problem 
that is ever solved for very long. Changing conditions resulting from changing 
needs and changing techniques demand continual policy adjustments. Our objec¬ 
tive is not to create a fortress, rugged and immovable to stand through the 
generations, but rather to acquire and use all the basic knowledge v/e can about 
bhe factors — both domestic and foreign — vrhich bear upon our agricultural 
welfare. Only from a vast store of such knov/ledge v/ill we be able to select the 
influences we will need through the years to balance and rebalance; to tuiie and 
retune our agricultural economy'’* 

This prospect, of course, presents its difficulties. Until the need for 
policy development became so apparent v/e v/ere engaged in a "hot vi/ar" of produc¬ 
tion, But when v/e attack the policy problem we enter a kind of "cold v/ar" struggle, 

Bor example, it is one thing to tal^re a sample of rotenone to a farmer and 
say, "Here, try this on your cattle grubs," He tries it and he sees that it will 
control the grubs. He knov/s it, ¥e know it. And that’s about all there is to 
it, H e has been given a new production aid and he will continue to use it. 
Hot so simple, hov/ever, is the task of explaining the effect of price upon farm 
production, He can tell the dairy farmer that a drop in price should result in 
an increase in the consumption of milk. But we can't tell him exactly how much of 
an increase will be enduring or whether it will increase total returns. 

He need to do a lot more research in the agricultural policy area. He should 
know much more than we do about the effect of lower tariffs on the demand for 
domestic production and on prices, Hith population increasing, we need to know 
much more about basic human and animal nutritional requirements. He need to 
]cnow more about land and water use, of course, and about population shifts, farm 
housing needs, and the whole long list which you know as well as I. 
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The tremendous volume of statistical information that comes from the USDA 

and other federal agencies has been and will continue to he invaluable in tack¬ 

ling any and all of these problem areas. Sut we need to go further than v/e have 

yet gone. As one example, population pattern is changing - 

i960 - 19^0 = 75^^ more over 65 more over 20 

3f5 more 21-3^9 incl. 

This means a changing family pattern - with changing consinning and bu^^-ing pattern 

and changing living requirements, ’^e need studies t}ia,t go behind the average and 

the aggregate data, can predict family pattern aud if we knew in addition 

the buying pattern of segments of families by age, size, income, etc. — we 

should be able to anticipate v;ith greater accuracy our needs for various commo¬ 

dities and services. 

Knowledge such as this is basic to our educational efforts. It is basic to 

the development of sound agricultural programs* 

Much more research of this general type is needed — and whether it is 

done by workers in the Department or in the universities, or jointl2% is rela¬ 

tively unimportant. I'^hat is important is that it be done. 

To gain the knowledge x\re need — knowledge of a different nature from much 

of that v/e are using to help production — we find ourselves face to face with 

a reappraisal of some of our efforts and of our efforts and of our teaching 

program. And in our colleges, 2’'ou know, this matter of teaching is a double- 

edged loroposition, ^ie have the responsibilitj’’ of serving the Department as an 

educational arm — and I am happj/ to say that that responsibility'' is being more 

clearly xuiderstood all around now than it has been — but more than that v/e also 

have the responsibility of teaching the yomig people in our classrooms who v/ill 

be tomorrov/’s farmers, toraorrov/'s coimty/ and home demonstration agents, 

tomorrow* s ITSDA workers, and tomorrow's under secretaries and secretaries of 

agriculture. 

In the colleges v/e knov/, as y'^ou ]:nov/, that farm policy develops in a clim¬ 

ate which also happens to support the growth of iqartisan political effort. We 

don't object to that especially, v/e just pray/ for the strength to keep our ov/n 

prejudices out of our teaching. We don't want to produce more partisanship 

than policy. 

Gradually, I think, v/e are reaching some basic rules of thumb in our own 

peculiar academic v/ay/. Dor example, v/e are sure that v/e can continue to serve 

the Department as ey/es and ears in the field. We appreciate, of course, that 

the Department is very/ capable of thinking in local as well as in national terras, 

and v/e like to thinlc, at least, that v/e are also capable of thinking in national 

terms. I don't pretend to be a spokesman for the Land-Grant College System or 

for the local components of the Cooperative Extension Service, but at my/ ov/n in¬ 

stitution I know that v/e vi/ould like to exercise the same basic methods in help¬ 

ing to attack the policy problem that v/e have used in attacking the production 

j/roblem. We want to be free to place the pro and con facts on all issues before 

our students and our farmers and the public —■ they/ vote too. We knovi/ from ex¬ 

perience that when v/e do that our people demonstrate a remarlcable ability to 

make the right choices* 

Some of our state extension services have moved further in the field of 

policy education than others. One State has used v/hat v/e might call the mass 
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approach - the puhlication of a series of public policy or public affairs leaf¬ 

lets in large quantity which are used b3^ several hundred local discussion groups. 

Such pamphlets discuss on a. pro and con basis - such subjects as5 

(1) Does the farmer get a fair share of the consumer food dollar. 

(2) Inflation — how does it affect ^^'ou. 

(3) flexible or rigid price supportSi 

(4) Foreign trad.e — how is agriculture involved. 

Such a. program has reached many thousands of ra.hk and file farmers-. 

Another State has prepared pamphlets - more complete basis - but worked pri¬ 

marily with a few hundred lead-ers believing that they will spread their nev; 

knowledge to others* 

Greater use might be made of 4-H and vocational agriculture in policj?’ 

education — also Home Demonstration groups. 

It remains to be seen which of these methods or which combination will pro¬ 

duce the best results — or whether some better techniques will be evolved. 

Techniques for one State or one county may not be the best for another locality. 

I would like to say, too, that we v/ho work daily in the field, of education 

are keenly aware of the burden of responsibility that became ours when this 

nation emerged from World War II in a position of world leadership. There was 

a time, perhaps, when we might have been able to content ourselves with attempt¬ 

ing to equip our students for a useful life in an America which vras concerned 

primarily with domestic problems, including the prime agricultural problem of 

production, however, we cannot content ourselves with any such limited ob¬ 

jective* Important though it is, we know that the young people we train, and 

the practicing farmers we serve, are living in an A.merica which is also concern¬ 

ed v/ith world problems. This is a sobering responsibility. It is one that has 

ramifications. It is, for example, one thing to think of a farm nolicj^ for a 

na.tion concerned essentially^ vdth domestic problems, but quite another to thii-xk 

of a farm policy for a nation iirhich is also concerned with the task of world 

leadership. 

We in education, of course, are not the only ones ’dio understand, this change 

v/hich is taking place. We lonow that students also understand it by the o_uestions 

the.yr ask in class* We know that the members of farm organisations understand 

it by their willingness to engage .more and more in group discussions on such 

subjects as v/orld trade and the effect of disposing of certain surpluses abroad. 

And, oh yes, we knov/ the Department of Agriculture understands it too, or why 
vrould it ta]^:e time for a meeting like this? One of the most heartening aspects 

of our job in agricultural education is the company we ]:eep* We want to keep 

on keeping it as together we go about the unending tasl” of helping America 

develop and. keep in adjustment a clear, effective farm policy?- for a 3?’oung 

nation in a big new job* 
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The topic assigned to me for this lecture is one thet ha.s long ahsorhed 
the attention of farm leaders, as well as government and university v;orkersc. 
Especially during the depression years, many government programs were proposed 
and several adopted that focused more or less particularly on the problems of 
lov; income farm people. Agricultural economics research was directed to rural 
zoning, purchase of "isolated" farm lands, relocation of "isolated" settlers 
and other such programs as it wa.s felt mig,ht alleviate the distress of some 
lov/ income farm families and of local g’overnrnents in lov; income areas. 

A little later the necessity of gearing agriculture to the defense and war 
efforts eclipsed to a large extent this earlier concern over lov; incorae farmers. 
In recent years there has been a resur^,ence of interest in the problem. Scores 
of professional agricu-ltural economists contributed to this renewal of inter¬ 
est; most notable v/a.s the Joint Committee Study - "Underemployment in American 
Agriculture" conducted by Dr. Walter Wilcox and his staff. This study ga.ve the 
best indication, to that dale, of the ma.gnitude of the problem of lov; produc¬ 
tivity and consenuent lov; incorae of underemployed farm families, and helped to 
locale the problem geographically. Interest had already been strongly stiraulatr- 
ed by such v/orks as T. W. Schultz’ "Agriculture in an Unstable Economy", v/hich 
he.d begum to dig into the underlying causes of the problem; as a. result of the 
Committee study, this interest took on a greater specificity and sense of impor¬ 
tance. It now ajjpea.rs to ha.ve begun to v/ork its way into the articulated con¬ 
sciousness of persons responsible for fraraing national public policy, to the 
point v/here specific programs may be developed to deal v;ith the problem. If 
so, and if these programs are sivccessful, they might well represent the greatest 
contribution of this decade to the vfelfa.re of American agriculture. 

riy first contact v/ith the problem was something over 30 years ago, when 
as a boy on a poor northern Wisconsin farm, I began to share v/ith my parents 
the av/areness of the crushing pressures of severe agricultural poverty. Erom 
the one side v/e felt the pressures of trying to earn a living on a very "sub- 
marginal" farm; from the other side, the pressures of devasta.ting falls in price 
levels. In one generation a small band of good, young lov/a fa.rmers had pioneer-> 
ed the community and conquered the v/ilderness, only to be in turn broken in the 
process. The entire community is now abandoned; young pine trees have again 
taken over the meadows from which thej; were so recently cleared. Here I learn¬ 
ed my first lesson in economics. And franlcly this first lesson has often made 
it difficult for me to learn the lessons of the textbooks. For textbooks teach 
us that economic adjustments take place "at the margins," v/here inefficient 
producers are "forced out," as we say. But in this first lesson I had learned 
that these margins are occupied by people. What to a textbook writer is but a 
point of intercept of tv/o curves, is actually some fa.rm family or community, 
being broken by forces outside its control and often even beyond its comprehen¬ 
sion. Surely it is appropriate for people to attempt through public programs 
to intercept such processes before they reach such fruition or, failing tha.t, 
at least to alleviate somewhat the distress they cause. This is why I am so 
happy to be here today to contribute my bit to this effort. 
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My comments today will oe made primarily v/ithin the contezt of research- 
There are some things we know, as a result of resee-rch, about the causes of low 
incomes within agriculture. There is much i-jhich we do not knov;. Unfortuna.tely, 
most research on the problem to date has deaJt primarily with identifying and 
measuring the magnitudes of the problem and ra-ther little genuinely causal 
analysis has been made. 

In the past four and one-half years, we at Tennessee have devoted a very 
large pa,rt of our efforts in the Departuient to resea.rch in this area. In this 
v;e have had modest but very strategic financial support from the University of 
Chicat_o. ¥e have worked in close cooperation with our agricultural economist 
friends in the T.V.A, This talk is in the nature of a sumimation of results 
from this over-all research effort. 

(l v;ant, at this time, to acknowledge here the contribution, especially, 
of Messrs. H. 3. Hughes, J. A. Martin, £, H. Luebke, and H. J. Bonser of my 
Department, and Messrs. Stephen C, Smith and Vernon Ruttan of the T.V.A.) 

1, The first proposition I shall make is a refutation of the oft-stated 
thesis that lov; income fan-mers are tha.t v'ay by choice. Of course, all of us 
who live or v;ork in low income areas knov/ of several people v/ho actuadly appear 
to resist opportunities for self improvement. But v;e find people of this sort 
in classrooms, factories, or offices. But this provides no adequate explana,- 
tion for the existence of huge areas of generally lov; income. We note that 
whenever a nev; industrial plant is established in a low income area, job appli¬ 
cations far exceed the number of jobs available - usually by ratios of more than 
10-1, In 8. study in 'West Tennessee, vrhen low income farmers were asked v;hy they 
liked farming, they answered because they liked to be their ovm bosses. But 
almost all of them said they would rather work elsewhere if they could get more 
money. Those few who said they wouldn't take other work admitted they had no 
informatioii about the nature of other employment possibilities. In any event, 
by the time slack is taken up among those who are willing: to work at more gain¬ 
ful employment, if given a meaningful opportunity to do so, the "poverty within 
agriculture" problem will essentialls*" have been solved. 

2„ The second proposition is that persistent lov/ income, at least in most 
agricultural areas, can be remedied only if there are substantial shifts from 
agricultural to nonagricultural employment of the farm people of the area. I 
shall not attempt here to substantiate this proposition, as I'm sure this has 
been adequately done elsev/here, Ra.ther, I should like to give some evidence 
bearing' on the hows, v/hens and v/heres of the process. As evidence to the point, 
I v/ould, however, like to call your adtention to the following figures from the 
State of Tennessee, as 8,n example. In 1950 there were 231,000 farms, only 
C3,000 of which produced incomes of $1,200 or more. It is calculated that it 
v/ould take about 1,900 persons per year to replace people dropping out of the 
labor force on these 83,000 "commercial" farms. To fill the 1,900 opportunities, 
approximately 10,000 farm youths are available each year as nev/ entrants into 
the labor force—or over 5 youths for every meaning:'ful opportunity in farming. 
This ratio is representative of most lov/ income areas. The question then, 
granted these ba.sic propositions, is what approanh should we take? 

The first big obstacle, an I see it, to the solution of the problem of lov/ 
income in agriculture is the lack of an adeq.uate conceptual framework. Banical- 
ly, I think, this is the question of whether v/e treat the problem within a frame- 
v/or’c of economic statics or dynamics. To luiderstand this better, let's look a. 
bit at the tv/o approaches. 
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Static ap'oroach 

1. Visualizes problen as "being essentially one of un"balance "between 
low income areas and other areas. 

2. Solution primarily in terms of restoring "balance—shifting laloor 
from low income area, to high income area. 

3. Economic pro^olem essentially that of allocation of fixed resources 
among competing areas, 

4. Specifics of pro'blem turn largely to such issues as: 

a. Deterrents and stimulants to migrefion—hov; well do Emplojcnent 
Services function in interarea placement? Hov; adequately are our 
educational facilities preparing youth for migration and nonfarm 

jo'bs, etc,? 

b. Hov; v;ell do loersons v;ho remain in farming reorganize resources as 
result of lessened popule.tion pressure on land and other resovirces? 

Dynamic Auuroach 

1. Visualizes problem of lov; income as essentially a detail in problem 
of economic grov;th or development. 

2. Solution primarily in terms of directing economic grovrth in such a 
way as to solve the lov; income area problem. 

3- Economic problem essentially that of creating rather than simply 
of reallocating' resources. 

4. Specifics of problem turn largely on questions of v;ays of stimule.ting: 
and directing economic growth. Eor people remaining on farms, ques¬ 
tions center on meens of stimulating their participation in, as v;ell 
as response to, these processes of economic development v;ith their 
consequent relieving of population pressures. 

There a.re several important implications of the distinctions I have dravrn 
between the Ste.tic and the Dynamic approach to tiie problem of lov; income in 
rural areas. One of the more important is the relative importance attached to 
out-migration, a.s contrasted to local industrial and commercial development, a.s 
the means of relieving population pressure on local farm resources. It boils 
dovn, perhaps, to a question of vliether this surplus labor is considered as a 
liability, to be lifted out into other areas so that a balance betv;esn labor 
and other resources may be established in the low income area—or v;hether it be 
considered as a resource, currently badlj^' used, but serving as the resource 
nucleus of general economic development. 

Out-migration to distant areas from low income areas has many advanta.ges— 
it probably v;orks more q.uickly and smoothly, than does economic development 
v;itlvin the area., to absorb surplus farm labor. But it also lia.s its shortcomings. 
They are: 
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1. A nuch grea.ter ea-rniiir: differenti??! is necessary to stimulate 
distant migration than acceptance of nearhy industrial employment, 

2„ As contra.sted to local development, it drav/s the better educated 
people, the people v;ith lower reproduction rates, into employment— 
leaving persons least able to reorganize agriculture on farms—and 
also the people raost likely to have large families and little capital— 
thereby perpetuating the low income problem. 

3o It drains capital out of agriculture and out of low income areas, in 
form of investments in rearing youth. $13B million - each year in 
Tennessee, ll^r billion for "South East." 

Can vje expect such a process ever to result in a.nything but the perpetua¬ 
tion of poverty in these labor-supplying areas? Can capital formation take 
place? Sheer magnitudes of necessary migration too great. 

The basic q.uestion here, hov/ever, is not simply whether to take v;orker to 
job or job to worker. Rather it is whether v;e rely upon am interarea realloca¬ 
tion of our labor force, or a redirection of our processes of economic grov;th 
as the strategic means of solving the rural underemployment problem. This does 
not imply the need for transfer of industries to these lov; income areas. I be¬ 
lieve it is generally held that our economy must provide for about 700,0'^0 nev; 
entrants into the labor market each yearc, Since a disproportionate number of 
these people come from lov; income areas, a disproportionate rate of industrial 
development should, perhaps, taJoe place in those a.reas to absorb their expand¬ 
ing labor force. 

If a certain amomit of subsidy of these area,s is required to bring this 
development about, the policy must, of course, be carefully weighed against 
other alternatives. But in the vreighing, we must consider the subsidy now 
going from low income areas into areas of inrlustrial development in the form of 
investments made in the rearing of children v;ho subsequently migrate into these 
areas. As I mentioned earlier, according: to a research study v;e have just com¬ 
pleted (and vrhich is appearing in this month's issue of the Land Economics 
Journal), over $138,000,000 of capital is drained out of Tennessee each year 
in this v;ay. These estimates are based upon very conservative assumptions. Eor 
the area usually referred to a,s the "South East", the annual figure is probably 
in excess of $lw billions. 

Of course, there are many particular reasons. But perhaps some deeper 
reason in the processes of growth themselves—a ca.talytic influence starting 
a self feeding process. Certainljj' one fa.ctor of importance is the development 
of skills and a,ttitudes favorable to economic development. 

II. 

A second point of conceptual clarification I feel is needed: the recogni¬ 
tion that lov; incomes in agriculture is not a. homo,geneous phenomenon. Rural 
poverty is not cut of one cloth, but is a patchv;ork of many types. About the 
only thing m.ost poor people have in common is thnt they are economically under¬ 
productive— (and even this may not be true—many a good v;orkman in a menial-type 
ga.ng job is more productive thau his supervisor) but, this lov; productivity is 
essentially just another name for lov; incomes. 
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In terms of solutions or remedies for poverty; however, v;e must recognize 
thet economic illness lies fully as many discrete causes es does physical illness. 
Wlia-t is needed is a classification of types of lov' income producing causes, 
having enough generality to permit of public recornition and treatment, and 
enough specificity so that corrective programs can be made effective in indi¬ 
vidual cases. 

The search for a single remedy for physical illness has been long since 
abandoned. Neither can one pill do all the work of curing economic illness. 

For example, I should like to distinguish two ver'^ different broad cate¬ 
gories of low per capita earnings in Southern agriculture. 

1, In areas where social institutions are holdovers from old plantation 
economy. 

a. These areas have long been a part of a market economj^, 
b. Low income people (croppers) are mobile. 
c. iiigration is likely to pull lovr income people first—resources 

now in hands of people with many ogoportunities (capital, land 
ov/nership, knov/ledge end educetion) to adjust well and puickly to 
circumstances created_ by out-mi vr=tion. (In one such area, v;e 
found tha.t farme from which labor has mig:rated have grown in pro- 
ductivit:/ per man at a rate higher than other farms) . 

2. In moujitahn areas—until recently basically self-sufficient types 
of farms - 

a. Until recently, people have really not been part of a market economy. 
b. Land o’jmed a.s well as opera.ted by low income persons. 
c. All people highly immobile—migration essentially selective of more 

adaptable persons, leaving resources to persons v.'ith little oppor¬ 
tunity for reorg.anizing a,__-riculture in more profitadole way. People 
remaining; will not have control of resources to extent true in 
plantation areas. (Didn't find much quick response to lessened 
population measure here.) 

Fven if migration is not selective, the recombination of resources 
is not an easy matter, because there is no concentration of 
resource control. 

At the outset I indicated th^t a lessening of population pressure on farm 
resources is prereq,uisite to economic improvement of lov/ income agricultural 
areas. To the extent that it is possible to do this by local economic develop¬ 
ment, low income problem of farm families might be solved whether or not agri¬ 
culture becomes more productive - not that this would necessarily be advisable. 
This could oe achieved through enhanced nonfarm e-rnings of farm families - which 
is the principal source, we have foimd, of increasef^. farm family earnings 
resulting from local industrial development. 

Put obviously not all lovr income fanm communities v/ill witness enough local 
economic development to absorb all their sunplus population. Some will have to 
migrpte - the closer at hand the employment opportunity, the more readilrg will 
they do so. Uhat is the likelihood th’t farmers remaining behind vrill be able 
to recombine their resources into a more efficient mode of economic organization? 
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For me this is a sober question. Too frec^uently, perhaps, we have assumed 
th^t this adjustment would he automatic. Yet in my home community, the entire 
community v;es depopulated over a series of years, and yet none of the farmers 
C8.pitalized on the lessening population pressure and organized a farming- 
business on a payinr basis. 

I inr^lca.ted e'^rlier, on the other hand, that such a reorgi-anization does 
appear to be g:oin£' on in West Tennessee. Ivhich is the typical case? Wlmt 
factors impede and vfhich facilitate such adjustment? What can be done through 
public programs to facilitrte the process? 

These are questions badly needin^. study - v/ithin a. framework with sixffi- 
cient local emphasis to enable us to recognize the strategic differences in 
different situations, actually, very little research has been done on this 
problem - and I do not expect it to yield easily to such study. But I feel 
v/e can ma'ce a few observations: 

1. The mere availability of extra land does not alvrays lead to hipher 
incomes. In several separa.te studies of southern mountain areas, 
maraina.l productivity of acreage of land has consistently been found 
to be essentially zero. In other terms, mere farm enlarp-ement does 
not lead to iiacre^sed incomes as lonp as the current methods of 
farming are followed. 

On the other hand, increa.sed investments in livestock (reflecting 
also improved crop production practices necessary to feed the extra 
livestock; does tend to result in increased incomes in moimtain areas. 

2. Merely shifting from a cotton or tobacco economy to livestock does 
not insure increased income. 

There is a great deal of folklore about this point in the South. 
It never had too .much appeal to me, because my home community relied 
principally upon dairy. 

In several cotton a.reas, v;e find an inverse correlation betv/een 
iiivestment in animals and income, vdnen other fa.ctors are held constant, 
(just reverse of mountain aneas) Positive correlation with increases 
in land operated - more so if not used as a base for livestoclc pro¬ 
duction. 

3. The land tenure system is a principal deterrent to farm enlargement. 

Older farmers lose labor, ovm farms, can't reorganize resources. 
In owner-operator areas, little incentive to rent out, as lend pro¬ 
vides market for their labor, and returns to labor higher than to 
their land. 

In historically tenant or cropper areas, ovmers like to rent land out - 
but on short term lease, hard to break into system so th-t programs of farm 
investment can be feasible. 

In mountain areas, ovnership of abandoned little f'^rms is often held by 
people after they leave as a "cushion" against 'unemploynaent. Aga.in, this is 
not easily av=‘ilable for f^rm enlargment. 
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I would like to make one final points Education is clearly the strongest 
lulricant of individuals, helping them to adjust to oetter economic opportun¬ 
ity. iilso, in stimulating them to make adjustments "on the farm." Any program 
must rely heavily upon education, huch reliance is now' being placed upon 
"farm and home planning" education. One proposition, I believe, is irrefutable- 
If we are going to assist farmers in this way, vre must work v/ith them. 

In my judgment, this must be on a sustained contact, on a total farm 
basis. We need to set up, in a fev; selected counties, "a low income agent" — 
to v/ork vdth local agencies to stimulate non-farm employment, job information, 
etc., and to v/ork directly v/ith farmers who are combining resources, working 
tov/ard a, better farming unit. Not necessarily low income farmers. Emphasis 
should be upon farm planning v/here enlargement is part of the planning process. 
A principal task also is to work on lease agreements and on credit problems. 
In this V'/ay, at least, v/e miglit come to understand better the possibilities 
of and obstacles to farm enlargement. 
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The topic a.ssigned to me for this lecture is one thet ha.s long absorbed 
the attention of farm leaders, as v/ell as government and university v/orkers. 
Especially durin;g the depression years, mauy government programs were proposed 
and several adopted that focused more or less particularly on the problems of 
lov; income farm people. Agricultural economics research wa.s directed to rural 
zoning, purchase of "isolated" fa.rm lands, relocation of "isolated" settlers 
and other such programs as it wa.s felt might alleviate the distress of some 
lov/ income farm fajiiilies and of local governments in lov/ income areas. 

A little later the necessity of gearing agriculture to the defense and war 
efforts eclipsed to a large extent this earlier concern over lov/ income farmers. 
In recent years there has been a resur-_,,ence of interest in the problem. Scores 
of professional agricultural economists contributed to this renewal of inter¬ 
est; most notable v/a.s the Joint Committee Study - "Underemployment in American 
Agriculture" conducted by Dr, Walter V/ilcox and his staff. This study gave the 
best indication, to tha.t date, of the ma.gnitude of the problem of lov/ produc¬ 
tivity and consea_uent lov/ income of underemployed farm families, and helped to 
loce.te the problem gecgraphicelly. Interest had alrea.dy been strongly stimulat¬ 
ed by such v/orks as T, W. Schultz' "Agriculture in an Unstable Economy", v/hich 
had begun to dig into the underlying causes of the problem; as a. result of the 
Committee study, this interest took on a greater specificity and sense of impor¬ 
tance, It nov/ appears to have begun to v/ork its v/ay into the articulated con¬ 
sciousness of persons responsible for framing national public policy, to the 
point where specific programs may be developed to deal v/ith the problem. If 
so, and if these prog/rams are successful, they might well represent the greatest 
contribution of this decade to the v/elfare of Araerican agriculture. 

ily first contact v/ith the problem was something over 30 years ago, v/hen 
as a boy on a poor northern Wisconsin farm, I began to share v/ith my pauents 
the awareness of the crushing pressures of severe agricultural poverty. Erom 
the one side v/e felt the pressures of trying to ea.rn a living on a very "sub¬ 
marginal" farm; from the other side, the pressures of devastating falls in price 
levels. In one generation a small baud of good, young lov/a faumers had pioneer-^ 
ed the community and conquered the v/ilderness, only to be in turn broken in the 
process. The entire community is now abandoned; young pine trees have again 
taken over the meadows from wlkLch they were so recently cleared. Here I learn¬ 
ed my first lesson in economics. And franlcly this first lesson has often made 
it difficult for me to learn the lessons of the textbooks. For textbooks teach 
us tlmt economic adjustments take place "at the margins," v/here inefficient 
producers are "forced out," as we say. But in this first lesson I had learned 
tha.t these margins are occupied by people. What to a textbook writer is but a 
point of intercept of tv/o curves, is actually some farm family or community, 
being broken by forces outside its control and often even beyond its comprehen¬ 
sion, Surely it is e.ppropriate for people to a.ttempt through public programs 
to intercept such processes before they reach such fruition or, failing that, 
at lea.st to alleviate somev/hat the distress they cause. This is why I am so 
happy to be here today to contribute ray bit to this effort. 
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My comments today will oe made primarily within the contezt of research. 
There are some things we knovr, as a result of resea^rch, a-hout the causes of low 
incomes within agriculture. There is much which we do not knov;. Unfortunately, 
most research on the problem to date has deaJt primarily vdth identifying and 
measuring the magnitudes of the problem a^nd rather little genuinely ca.usal 
analysis has been made. 

In the past fou.r a,nd one-half years, v;e at Tennessee have devoted a very 
large pa„rt of our efforts in the Department to research in this area. In this 
we have had modest but very strategic financial support from the University of 
Chicago. We have worked in close cooperation with our agricultural economist 
friends in the T.V.A. This talk is in the nature of a. summation of results 
from this over-all research effort, 

(l v;ant, at this time, to acknowledge here the contribution, especially, 
of i.essrs. H. 3. Hughes, J. A. Martin, 3, H. Luebke, and H. J. Bonser of my 
Department, and Messrs. Stephen C. Smith and Vernon Ruttan of the T.V.A.) 

1. The first proposition I shall make is a refutation of the oft-stated 
thesis thab lov; income fa^rmers are tha.t way by choice. Of course, all of us 
who live or v/ork in low income areas know of several people who actually appear 
to resist opportunities for self improvement. But we find people of this sort 
in classrooms, factories, or offices. 3\it this provides no adequate explana¬ 
tion for the existence of huge areas of generally lov; income. We note that 
whenever a. new industria.1 plant is established in a. low income area. Job appli¬ 
cations far exceed the number of Jobs available - usuaJly by ratios of more than 
10-1. In e. study in West Tennessee, vrhen lov/ income farmers were asked vrhy they 
liked farming, they answered becajuse they liked to be their ovni bosses. But 
almost all of them said they would rather work elsev/liere if they could get more 
money. Those few who sand they v/ouldn’t take other work admitted they had no 
information about the nature of other employment possibilities. In any event, 
by the time slack is taken up among those who are willing: to vrork at more gain¬ 
ful employment, if given a meaningful opportunity to do so, the "poverty v/ithin 
agriculture" problem will essentially have been solved. 

2, The second proposition is that persistent lov; income, at least in most 
agricultu-rel areas, can be remedied only if there are substantial shifts from 
a.gricultural to nonagricultural employment of the farm people of the area, I 
shall not attempt here to substantiate this proposition, as i*m sure this ha.s 
been adequately done elsewhere. Rather, I should like to give some evidence 
bearing; on the hows, v;hens and v/heres of the process. As evidence to the point, 
I vrauld, however, like to call your attention to the follovring^ figures from the 
State of Tennessee, as an example. In 1950 there were 231,000 farms, only 
63,000 of which produced incomes of $1,200 or more. It is calculated thab it 
v;ould take about 1,900 persons per year to replace people dropping out of the 
labor force on these 83,000 "commercial" far.ms. To fill the 1,900 opportunities, 
approximately 10,000 farm youths are available each year as nev; entrants into 
the la.bor force—or over 5 youths for every meaningful opportunity in fa,rming. 
This ratio is representative of most low income areas. The question then, 
granted these ba.sic propositions, is what approa.ch should we talce? 

The first big obstacle, a,s I see it, to the solution of the problem of lov; 
income in agriculture is the lack of an adequate conceptual framework. Basica.l- 
ly, I think, this is the question of whether we treat the problem within a frame- 
vror'c of economic statics or dynainics. To understand this better, let’s look a. 
bit at the tv;o approaches. 
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Static ap'oroach 

1. Visualizes prolDleni as being essentiall:/ one of unbalance between 
low income areas and other areas. 

2. Solution primarily in terms of restoring balance—shifting labor 
from low income area to high income area. 

3. Economic problem essentially that of allocation of fixed resources 
among competing areas, 

4. Specifics of problem turn largely to such issues as; 

a. Deterrents and stimulants to migration—hov; well do Employment 
Services function in interarea placement? How adequately are our 
educational facilities preparing youth for migration and nonfarm 
jobs, etc,? 

b. Hov; v;ell do persons v;ho remain in farming reorganize resources as 
result of lessened population pressure on lanri and other resources? 

Dynamic Approach 

1. Visualizes problem of lov; income as essentially a, detail in problem 
of economic grov;th or development. 

2. Solution primarily in terras of directing economic grov/th in such a 
way as to solve the lov; income area problem. 

3. Economic problem essentially that of creating ralher than simply 
of reallocating resources. 

4. Specifics of problem turn largely on questions of ways of stimule,ting 
and directing economic growth. Eor people remaining on farms, ques¬ 
tions center on means of stimulating their participation in, as well 
as response to, these processes of economic development with their 
conseojient relieving of population pressures. 

There a,re several important implications of the distinctions I have dravrn 
between the Ste.tic and the Dynamic approach to the problem of lov; income in 
rural a,reas. One of the more important is the relative importance attached to 
out-migration, a.s contrasted to local industrial and commercial development, as 
the means of relieving population pressure on local farm resources. It boils 
dovm, perhaps, to a q_uestion of vrhether this surplus labor is considered as a 
liability, to be lifted out into other areas so that a balance betv;esn labor 
and other resotirces may be established in the lov; income area—or vrhether it be 
considered as a resource, currently badly used, but serving as the resource 
nucleus of general economic development. 

Out-migration to distant areas from lov; income areas has many advantages— 
it probably vrorks more a_uickly and srnootlily, than does economic development 
v;iti-iin the area, to absorb surplus farm labor. But it also has its shortcomings. 
They are: 
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1. A much greater earninr differen.ti?=l is necessary to stimulate 
distant migration than acceptance of nearby industrial employment. 

2, As contra.sted to local development, it draws the better educated 
people, the people vrith lower reprodo.ction rates, into employment— 
leaving persons lea.st able to reorg’anize agriculture on farms—a.nd 
also the people most likely to have large families and little capital— 
thereby perpetuating the low income problem. 

3c It drains capital out of agriculture and out of low income areas, in 
form of investments in rea.ring youth. $138 million - each year in 
Tennessee, $1-^ billion for "South East." 

Can we expect such a process ever to resuJ.t in a.nything but the perpetua¬ 
tion of poverty in these labor-supplying' areas? Can capital formation take 
place? Sheer magnitudes of necessary’ migration too great. 

The basic question here, however, is not simply whether to take vrorker to 
job or job to worker. Rather it is whether we rely upon an interarea realloca¬ 
tion of our labor force, or a redirection of our processes of economic grov/th 
as the stra.tegic means of solving the rural uuderemployraent problem. This does 
not imply the need for transfer of industries to these lov; income areas. I be¬ 
lieve it is generally held that our economy must provide for about 700,0^^0 nev; 
entrants into the labor market each year. Since a disproportionate number of 
these people come from low income areas, a, disproportionate rate of industrial 
development should, perhaps, taloe place in those areas to absorb their expand¬ 
ing labor force. 

If a certain amount of subsidy of these areas is required to bring this 
development about, the policy must, of course, be carefully weighed against 
other alternatives. But in the weighing, we must consider the subsidy now 
going from low income areas into areas of inrl.ustrial development in the form of 
investments made in the rearing of children who subsequently migra.te into these 
areas. As I mentioned earlier, according to a research study \re have just com¬ 
pleted (and vrhich is appearing in this month's issue of the Land Economics 
Journal), over $138,000,000 of capital is drained out of Tennessee each year 
in this way. These estimates are ba.sed upon very conservative assumptions. Eor 
the area usuall'y referred to as the "South East", the annual figure is probably 
in excess of $1-^ billions. 

Of course, there are many particular reasons. But perhaps some deeper 
rea-son in the processes of growth themselves—a ca.talytic influence starting 
a self feeding process. Certainly one factor of importance is the development 
of skills and attitudes favorable to economic development. 

II. 

A second point of conceptual clarification I feel is needed: the recogni¬ 
tion that lov; incomes in a.griculture is not a. homogeneous phenomenon. Rura.l 
poverty is not cut of one cloth, but is a pa^tcln/ork of many types. About the 
only thing- most poor people have in common is that they are economically under¬ 
productive— (and even this may not be true—many a good v/orlnnan in a menial-type 
gang job is more productive tha,n his supervisor) but, this lov; productivity is 
essentially just another name for lov; incomes. 
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In tprnis of solutions or remedies for ipovertyj however, we must recognize 
thpt economic illness lies fully as many discrete causes as does physical illness. 
V/hat is needed is a classification of types of low income producing causes, 
having enough genere.lity to permit of public recognition and treatment, and 
enough specificity so that corrective programs can be made effective in indi¬ 
vidual ca.ses. 

The search for a single remedy for physical illness ha.s been long since 
abandoneci. heither can one pill do all the work of curing economic illness 4 

For example, I should like to distinguish tv/o very different broad cate¬ 
gories of lov7 per capita earnings in Southern agriculture. 

1, In areas where social institutions are holdovers from old plantation 
economy. 

a. These areas have long' been a part of a market economy, 
b. Lovr income people (croppers) are mobile. 
c. iiigration is likely to pull lov? income people first—resources 

now in hands of people v;ith many opportunities (capital, land 
ov.Tiership, knowledge and education) to adjust well and q,uickly to 
circ'omstances created by out-miyr==tion. (In one such area, v;e 
found that fa.rm.f from which labor has migrated have grown in pro¬ 
ductivity per man at a rate higher than other farms). 

2. In raoimtahn areas—until recently basically self-sufficient types 
of farms - 

a. Until recently, people have really not been part of a market economy. 
b. Land o'.imed a.s well as cpera.ted by low income persons. 
c. All people highly immobile—migration essentially selective of more 

ada]ptable persons, leaving resources to persons with little oppor¬ 
tunity for reorganizing a^.riculture in more profitalle way. People 
remaining will not have control of resources to extent true in 
plantation areas. (Didn't find much quick response to lessened 
population measure here.) 

Iven if migration is not selective, the recombination of resources 
is not an easy matter, because there is no concentration of 
resource control. 

At the outset I indicated th^t a lessening of population pressure on farm 
resources is prereQ_uisite to economic improvement of lov; income agricultural 
area.s. To the extent that it is possible to do this by local economic develop¬ 
ment, lov' income problem of fa.rm families miyht be solved v/hether or not agri¬ 
culture becomes more productive - not that this would necessarily be advisable. 
This could ue achieved through enhanced nonfarm earnings of fa.rm families - which 
is the principal source, we ha.ve fo^uid, of increased. fa,rrn family earnings 
resulting from local industrial development. 

Put obviously not all Iovt income farm communities vjill witness enough local 
economic development to absorb all their sujrulus population. Some will ha.ve to 
migrate - the closer at hand the employment opportunity, the more readily will 
they do so. Uhat is the likelihood th^t farmers remaining: behind v/ill be able 
to recombine their resources into a more efficient mode of economic organization? 
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Tor me this is a sober question. Too freciuently, perhaps, we have assumed 
thpt this adjustment would he automatic. Yet in my home community, the entire 
community v;as depopulated over a series of years, and yet none of the farmers 
C8.pitalized on the lessening' population pressure and organized a farming 
business on a paying basis. 

I indica.ted e'^rlier, on the other hand, that such a reorganization does 
appear to be going on in Yest Tennessee. V/hich is the typica.l case? V/hat 
factors impede and v/hich facilitate such adjustment? What can be done through 
public programs to facilitrte the process? 

These are q_uestions ba>dly needin_- study - v/ithin a, framework v/ith suffi¬ 
cient locad emphasis to enable us to recognize the strategic differences in 
different situations. Actuadly, very little research has been done on this 
problem - and I do not expect it to yield ea.sily to such study. But I feel 
v/e can make a few observations; 

1. The mere availability of extra land does not alv/ays lead to higher 
incomes. In several separate studies of southern mountain areas, 
marginal productivity of acreage of la.nd has consistently been found 
to be essentially zero. In other terms, mere farm enlargement does 
not lead to increased incomes as long as the current methods of 
farming are followed. 

On the other hajid, increa.sed investments in livestock (reflecting 
also improved crop production practices necessary to feed the extra 
livestock) does tend to result in increased incomes in mountain areas. 

2. Kerely shifting from a cotton or tobacco economy to livestock does 
not insure increased income. 

There is a great deal of folklore a.boiit this point in the South. 
It never had too much appeal to me, because my home community relied 
principally upon dairy. 

In several cotton axeas, v;e find an inverse correlation betv/een 
investment in animals and income, v/hen other factors are held constant, 
(just reverse of monutain area.s) Positive correlation with increases 
in land operated - more so if not used as a base for livestock pro¬ 
duction. 

3. The land teimre system is a principal deterranat to farm enlargement. 

Older farmers lose labor, ovm f=rms, can't reorganize resources. 
In ovmer-operator areas, little incentive to rent out, as la.nd pro¬ 
vides market for their labor, and returns to labor higher thani to 
their land. 

In historically tenant or cropper areas, ovrners like to rent la,nd out - 
but on short term lease, hard to break into system so th t programs of farm 
investment can be feasible. 

In mountain areas, ownership of abandoned little farms is often held by 
people after they leave as a "cushion" against xuiemulojvnent. Again, this is 
not easily available for farm enlargment. 
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I would li]-:e to make one final points Education is clearly the strongest 
lubricant of individuals, helping them to cdjust to better economic opportun¬ 
ity. nlso, in stimulating them to make a.djustments "on the farm." Any program, 
must rely heavily upon education, huch reliance is now being placed upon 
"farm and home planning" education. One proposition, I believe, is irrefutable- 
If we are going to assist farmers in this way, v/e must v/ork with them. 

In my judgment, this must be on a sustained contact, on a total farm 
basis. We need to set up, in a few selected counties, "a low income agent" — 
to work vdth local agencies to stimulate non-farm employment, job information, 
etc., 8iid to V7ork directly with fa.rrasrs Viho are combining resoiurces, working 
tov/ard a. better farming unit. Not necessarily lov; income farmers. Empha,sis 
should be upon farm planning where enlargement is paxt of the planning process. 
A principal task also is to work on lease agreements and on credit problems. 
In this X'/ay, at least, we might come to understa.nd better the possibilities 
of and obstacles to farm enlargement. 
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